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An opportunity for the public to address the Board or Committee about any item on today’s agenda for which there has been no previous 
opportunity for public comment will be provided before or during consideration of the item. Members of the public who wish to speak on any 
item on today’s agenda are requested to complete a speaker card for each item they wish to address, and present the completed card(s) to the 
commission executive assistant. Speaker cards are available at the commission executive assistant’s desk.  
 
In compliance with Government Code Section 54957.5, non-exempt writings that are distributed to a majority or all of the Board or applicable 
Committee of the Board in advance of their meetings may be viewed at the office of the Los Angeles Fire and Police Pension System (LAFPP), 
located at 360 East 2nd Street, 4th Floor, Los Angeles, California 90012, or by clicking on LAFPP’s website at www.lafpp.com, or at the 
scheduled meeting. Non-exempt writings that are distributed to the Board or Committee at a scheduled meeting may be viewed at that meeting. 
In addition, if you would like a copy of any record related to an item on the agenda, please contact the commission executive assistant, at (213) 
978-4555 or by e-mail at rhonda.ketay@lafpp.com. 
 
Sign language interpreters, communication access real-time transcription, assistive listening devices, or other auxiliary aids and/or services may 
be provided upon request. To ensure availability, you are advised to make your request at least 72 hours prior to the meeting you wish to 
attend. Due to difficulties in securing sign language interpreters, five or more business days notice is strongly recommended. For additional 
information, please contact the Department of Fire and Police Pensions, (213) 978-4545 voice or (213) 978-4455 TDD. 
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REPORT TO THE BENEFITS COMMITTEE 
 
DATE:  SEPTEMBER 16, 2015 ITEM:   2 
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: CITY MANAGEMENT AUDIT RECOMMENDATION ASSIGNED TO THE MEDICAL 

AND DENTAL BENEFITS SECTION AND POSSIBLE COMMITTEE ACTION  
 

RECOMMENDATION 
 
That the Benefits Committee: 
 
1. Review the following analysis from the Medical and Dental Benefits Section regarding Hewitt 

EnnisKnupp Audit Recommendation #32; and, 
 

2. Recommend that the full Board review and determine that the existing controls are adequate 
and acceptable. 

 
BACKGROUND 
 
On March 12, 2014, the City Controller’s Office released the City Management Audit, also 
referred to as the Hewitt EnnisKnupp (HEK) Management Audit Final Report of the Los Angeles 
Fire and Police Pension Fund.  On October 2, 2014, the Benefits Committee assigned HEK Audit 
Recommendation #32 to the Medical and Dental Benefits (MDB) Section for further analysis and 
comment. 
 
HEK’s audit found LAFPP’s control environment in the benefits area to be generally adequate, but 
with some limitations to its effectiveness.  The limitation cited in HEK audit recommendation #32 
highlights that changes and additions to the monthly pension roll for the healthcare subsidy are 
not subject to the same verification process as all other monthly pension roll payments. 
 
HEK Audit Recommendation #32: 
 

LAFPP Management should subject the healthcare subsidy program to the same 
accounting verification process as all other monthly pension roll payments. 

 
DISCUSSION 

 
MDB staff consulted with staff from DROP/Service Pensions, Retirement Services, Accounting, 
and Internal Audit Sections to compare the review process for medical and dental subsidy 
transactions to the processing of pension payments.  Accounting Staff noted that HEK was under 
the impression that all new or changed pension payments are recalculated by the Accounting 
Section.  Staff also identified several important differences between the medical and dental 
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subsidy payment process and the pension payment process that may not have been considered 
by HEK when forming their recommendation. 
 
HEK’s Understanding of Accounting Section’s Role in Benefit Payments 
HEK stated in its audit report that each new member payment is independently recalculated by 
staff of the Accounting Section and then reviewed by a Senior Accountant.  However, not all new 
pension payments are reviewed in this manner.  Accounting reviews all new pension payments 
and only recalculates the benefit if they result in an amount different than the pensioner’s normal 
monthly payment (i.e., retroactive payments). 
 
For example, if a member retired on April 16th and received his or her first pension check on May 
31st, the first check would be retroactive to April 16th.  This check would be reviewed by 
Accounting Section because it contains the normal May monthly payment along with a retroactive 
amount for April.  If another member retired on May 1st and received his or her first check on May 
31st, this payment would be reviewed by Accounting Section but would not be recalculated by 
Accounting as it contains no deviation from the regular monthly benefit amount. 
 
Timing of Pension Benefit Processing versus Healthcare Subsidy Processing 
Staff must have all new additions and changes to pension payments entered into Benefit 
Payment Passport (BPP), LAFPP’s pension payment system, by a deadline that ranges from the 
18th to the 21st of each month for payments made at the end of that same month.   
 
Typically, a member exiting DROP or retiring on a Service Pension will receive their first pension 
check at the end of the following month after their retirement date.  Furthermore, members who 
are retiring or exiting DROP are encouraged to contact LAFPP six weeks prior to their exit or 
retirement date.  As a result, there is typically between three and six weeks for benefits staff to 
calculate a new pension payment, have the calculation approved by a supervisor, and submit the 
new payment to Accounting Section for review and approval.   
 
Nearly all LAFPP pensioners receive their medical and dental benefits from a union or an 
employee association (collectively referred to as “the Associations”).  The Associations provide 
LAFPP with a list of pensioners adding coverage under their plans, making plan changes, or 
cancelling coverage each month.  The reports containing this information are due to LAFPP 
between the 7th and 9th of each month for pension payments made at the end of the same month.  
Staff then uploads these transactions into OnPoint, our current pension administration system, 
which automatically calculates the medical and dental subsidy amounts for each eligible 
pensioner.  The results of the OnPoint calculations are then loaded to the BPP system for 
payment. 
 
Given the deadline for entering any new medical or dental subsidy payments or modifying existing 
payments into BPP, MDB staff has between 11 and 15 calendar days to process all medical and 
dental transactions, calculate any retroactive subsidy amounts (retroactive subsidy amounts are 
not calculated by OnPoint), and enter these into BPP for payment.  This brief timeline does not 
allow sufficient time for Accounting Section to review MDB transactions in detail before pension 
payments are made. 
 
Transaction Volume 
There are many more medical and dental transactions each month compared to pension payment 
transactions.  For the 12-month period ending June 30, 2015, there were a combined monthly 
average of 45 DROP exits, service pensions, and new survivor pensions processed.  For this 
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same period, there were an average of 234 medical and dental transactions processed each 
month. 
 
The medical and dental transaction volume spikes twice each year due to premium and subsidy 
changes.  The premium and subsidy changes effective January 1, 2015 generated 15,411 
transactions.  Changes effective July 1, 2015 resulted in 14,486 transactions.  The overwhelming 
majority of these changes are processed automatically by the OnPoint system.  Staff manually 
intervenes in the handful of cases where OnPoint does not calculate the medical subsidy correctly 
for a particular plan code. 
 
OnPoint Provides Automated Calculation of Subsidies 
The medical and dental transactions received from the Associations are uploaded into the 
OnPoint system.  OnPoint then calculates the subsidy for each affected member for the next 
pension roll. 
 
Staff has reviewed OnPoint’s ability to calculate medical and dental subsidies in detail.  Staff has 
found OnPoint calculates all dental subsidies and the vast majority of medical subsidies 
accurately.  Staff reviews incoming transactions to identify the few plan codes for which OnPoint 
cannot calculate the medical subsidy correctly.  Staff then performs these calculations manually 
and overrides the erroneous OnPoint calculation.  On average, there are one to two pensioners in 
any given month who are in a medical plan code for which OnPoint cannot correctly calculate the 
medical subsidy. 
 
Controls Regarding Medical and Dental Subsidies Currently in Place 
There are controls for medical and dental subsidies currently in place that both MDB and 
Accounting staff agree are adequate to prevent errors and detect those that do occur. 
 

• Factors impacting medical and dental subsidy calculations, such as the retired member’s or 
survivor’s age and years of service are already verified during the pension payment process.   

 
• Premiums for all plans are also entered into the OnPoint database and tested for accuracy 

whenever premiums change. 
 

• MDB reviews incoming transactions to identify situations where OnPoint does not calculate 
the pensioner’s medical subsidy correctly. 
 

• In manual calculation of retroactive subsidies, MDB has a multi-step approval process.  A 
Benefits Specialist performs the retroactive calculation.  The calculation is then reviewed by 
both an Analyst in the MDB Section and by the Section Manager before payment is made. 
 

• Each Association receives the details of the medical and dental transactions and retroactive 
calculations performed each month.  The Associations review these calculations and contact 
MDB staff should they find any discrepancy. 
 

• MDB performs an audit of transactions and retroactive calculations after the close of the 
pension roll each month.  MDB has used this process to identify errors, and has also used 
lessons learned from this process to identify problems and reduce the risk of errors 
occurring. 
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SUMMARY 
 
Given the narrow window of time between when medical and dental transactions are submitted to 
MDB, the volume of transactions involved, OnPoint’s ability to calculate most medical and dental 
subsidies correctly, and the controls currently in place, staff does not recommend Accounting 
perform additional verification of health subsidy amounts during the pension payroll process. 
 
BUDGET 
 
No impact on the Fiscal Year 2015 – 2016 budget as recommended. 
 
POLICY  
 
No policy changes are recommended. 
 
 
 
This report was prepared by:  
 
Anthony R. Torres, Manager 
Medical & Dental Benefits Section 
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