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Subject: RETIREE HEALTH SUBSIDIES (C.F. 10-1868)

RECOMMENDATION

In light of escalating General Fund pension costs, it is recommended that
the retiree medical subsidies for the Los Angeles Fire and Police Pensions System
(LAFPP) and the Los Angeles City Employees’ Retirement System (LACERS) be
permanently frozen for members who retire on or after July 1, 2011. The maximum
medical subsidies would be frozen for LAFPP members at $1,097/month and
$1,190/month for LACERS members. These maximum subsidy amounts currently
provide two-party coverage in certain healthcare plans. It is further recommended that
the City Attorney, with the assistance of the CAO, be instructed to report back to the
City Council within 30 days with an Ordinance modifying the Los Angeles Administrative
Code to permanently freeze the LAFPP and LACERS medical subsidies at their current
levels. The estimated five-year savings to the General Fund is $525 million.

Under EERC approved bargaining instructions, the CAO has been
negotiating with various bargaining units to mitigate rising pension costs, and has
reached a tentative agreement with the Coalition of Los Angeles City Unions. Should
any tentative agreements ultimately be ratified, the provisions bargained under the
successor Memoranda of Understanding (MOU) will supersede any recommendations
outlined in this report that may eventually be approved by the City Council and Mayor.

SUMMARY

This report supplements the report issued by the Office of the City
Administrative Officer (CAO) on December 1, 2010, regarding the June 30, 2010,
actuarial valuations of employee pension and health benefits. (Attachment A) At that
time, it was recommended the retiree medical subsidy be frozen at the current rate for
retirees of the LAFPP for a period of at least three fiscal years. This item was
eventually referred to the Executive Employee Relations Committee (EERC) for
consideration.
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It is anticipated that next fiscal year, the City's General Fund will contribute
a total of $726 million to the pension systems - $387 million to LAFPP and $339 million
to LACERS. The most recent projections indicate these contributions, including
contributions towards retiree healthcare, will continue to significantly rise over the
course of the next several years. For example, the General Fund is projected to
contribute $1.2 billion towards LACERS and LAFPP in Fiscal Year 2014-15.

Active members of LAFPP and LACERS contribute a portion of their
salaries towards the pension systems, however, do not currently contribute towards
retiree healthcare benefits. Retiree healthcare benefits are almost completely funded
by a combination of City contributions and the investment returns from each system.
The “normal cost" of providing retiree healthcare benefits in Fiscal Year 2011-12 for
LACERS is approximately 4.14% of the civilian payroll and approximately 4.6% of the
sworn payroll for LAFPP. To ensure sustainability of providing retiree healthcare
benefits, it would be prudent to pursue implementation of an active member
contribution. Such contribution necessitates agreement with labor unions representing
LAFPP and LACERS members.

As an alternative to mitigating escalating pension costs with labor, the
CAOQ, under the direction of the EERC, has commissioned actuarial studies to
determine the cost impacts of freezing the retiree medical subsidy for future retirees of
the LAFPP and LACERS. Specifically, the actuary studied the impact of freezing the
current medical subsidy under two scenarios: 1) a three-year freeze; and, 2) a
permanent freeze. Under baoth scenarios, the freeze would apply only to future retirees
of the retirement systems as of July 1, 2011. Any LAFPP or LACERS members who
retired before July 1, 2011, would not be impacted by the freeze. Attachment B is a
copy of the LAFPP study, and Attachment C is a copy of the LACERS study.
Attachment D summarizes the estimated General Fund cost savings for each scenario.

Based on the actuarial study resulits, it is anticipated the City’s General
Fund contribution to the retirement systems will decrease by up to $112 million after the
first year of implementing a freeze and will continue to realize savings of this magnitude
on an annual basis. Due to the way retirement systems are actuarially valued and
funded, it is typical for retirement plan changes to impact the plan sponsor after new
actuarial assumptions are integrated into the subsequent plan valuation. This leads to a
one-year time lag.

While every effort will be made to pursue General Fund savings in Fiscal
Year 2011-12, it is important to note the recommendations in this report, if approved by
the City Council and Mayor, will more than likely commence affecting the General Fund
in Fiscal Year 2012-13. Delaying the implementation of the freeze beyond July 1, 2011,
may postpone the General Fund savings impact to Fiscal Year 2013-14.

" “Normal Cost” represents the actual cost of pension benefits allocated to the current plan year.
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BACKGROUND

The City has two retirement systems that receive contributions from the
City’'s General Fund - LAFPP and LACERS. LAFPP provides retirement benefits to
sworn employees of the Police Department, Fire Department, and Harbor Department.
LACERS provides retirement benefits to civilian employees in all City departments,
except the Department of Water and Power. Pension benefits are funded by a
combination of City contributions, employee contributions, and investment returns.
Since employee contributions are more or less set at fixed rates, when investment
returns are not sufficient to cover the benefit costs, the General Fund is obligated to
make up for the difference. The retirement systems’ actuary conducts an annual
valuation, which sets the City's contribution rate.

The General Fund contribution to the retirement systems in Fiscal Year
2010-11 was approximately $726 million. Of this amount, $387 million was contributed
to LAFPP and $339 million was contributed to LACERS. The latest actuarial valuations
indicate the City’s contribution to LAFPP and LACERS will rise in Fiscal Year 2011-12
and beyond. The following table lists the projected incremental increases to the City's
General Fund contribution towards its pension obligations:

LACERS $56.5 M $72.9 M $41.9M $37.0M
LAFPP $112.9 M $71.5 M $90.1 M $55.4 M
TOTAL $169.4 M $144.4 M $132.0 M $92.4 M
CUMULATIVE $169.4 M $313.8 M $445.8 M $538.2 M

Source: CAO FSR, December 2010

The table above indicates the General Fund will contribute $169 million
more in Fiscal Year 2011-12 than in the ptior fiscal year. By Fiscal Year 2014-15, the
General Fund is projected to contribute $538 million more than the contribution in Fiscal
Year 2010-11. The projected incremental increases suggest that the City's General
Fund will contribute $896 million in Fiscal Year 2011-12 and $1.2 billion in Fiscal Year
2014-15. In addition, as was previously reported, the increasing cost of retiree
healthcare benefits represents a significant portion of the General Fund contribution to
the retirement systems.

The City pre-funds its retiree healthcare costs, starting with LACERS in
1987 and LAFPP in 1989. Pre-funding means that the actuarial valuations account for
the total cost of the City's retiree healthcare obligations over time, as opposed to a "pay-
as-you-go" system. In a "pay-as-you-go" system, the long term cost obligations are not
considered as part of the annual required payment. When the annual costs of pre-
funded benefits are paid on a regular basis, there is increased stability to the fund within
the retirement system plan to cover the benefit costs over the long term. Since the City
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pre-funds its retiree healthcare benefit costs, implementing a permanent freeze to the
medical subsidies will provide for significant and immediate savings.

Retiree Medical Subsidies

LAFPP and LACERS members earn a retiree medical subsidy after 10
years of service (40% of the maximum medical subsidy amount) and after reaching age
55. For every year of service beyond 10 years, a member earns an additional 4% of the
maximum medical subsidy amount and 100% after 25 years of service. The following
table lists the maximum retiree medical subsidy amounts provided under LAFPP and
LACERS since 2006:

711106 $782/mo. N/A 1/1/06 $928/mo. N/A
711107 $837/mo. 7% 111/07 $983/mo. 6%
7/1/08 $895/mo. 7% 1/1/08 $1,022/mo. 4%
7/1/09 $958/mo. 7% 1/1/09 $1,120/mo. 10%
7/1/10 $1,025/mo. 7% 1110 $1,123/mo. 0.2%
7MM1* $1,097/mo. 7% 111111 $1,190/mo. 6%

Source: LACERS and LAFPP; * Approved by the Board of Fire and Pclice Pension Commissioners on March 3, 2011

DISCUSSION

While the current retiree healthcare subsidy is a vested benefit, the
discretionary adjustment that increases the medical subsidy is not vested. However,
the Board of Fire and Police Pension Commissioners and the LACERS Board of
Administration currently have the authority to adjust the maximum medical subsidy
amounts. This authority was granted to the respective Boards by the City Council by
ordinance. The City Council, with the Mayor's approval, can adopt an ordinance to
freeze the current maximum medical subsidy amounts at their current levels.

Freezing the current medical subsidies would have a significant impact on
mitigating the General Fund’s rising pension contributions. The following table
illustrates how the General Fund contribution would be reduced if the medical subsidies
were frozen for a three-year period:

LACERS $14.2 M $13.7 M $13.2 M
LAFPP $20.3 M $19.7 M $19.0 M
TOTAL $34.5 M $33.4 M $32.2 M

Source: Segal Company
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The General Fund savings are even more significant if the medical
subsidies are permanently frozen, as indicated in the following table:

LACERS $44. $42. $41.0
LAFPP $68.2 M $66.0 M $63.0 M
TOTAL $112.2 M $108.5 M $104.9 M

Source: Segal Company

The proposed subsidy freeze, if approved, would not impact LAFPP and
LACERS members that are currently retired or those who retire before July 1, 2011.
Rather, any LAFPP and LACERS members who retire on or after July 1, 2011, would
be eligible to receive up to the current maximum medical subsidy amounts of $1,190 per
month for LACERS members and $1,097 per month for LAFPP members. However,
they would no longer be entitled to receive discretionary adjustments to increase these
maximum subsidy amounts from the LAFPP and LACERS Boards.

FISCAL IMPACT

It is anticipated that permanently freezing the current maximum medical
subsidy amounts for LAFPP and LACERS members who retire on or after July 1, 2011,
will save the City's General Fund up to $112 milion after the first year of
implementation. A three-year General Fund savings is estimated at $325 million and
the ten-year General Fund savings is estimated at $968 million. In addition, due to the
healthcare plan calendar commencing January 1% of each year, the LACERS system
would achieve some level of savings during the implementation year.

MAS:TTS:07110035a

cc: Gerry Miller, CLA
Michael Perez, LAFPP
Tom Moutes, LACERS

Attachments
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Date: December 1, 2010

To: The City Council
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From: Miguel A. Santana, City Administrative Officer Qﬁ’

Subject: PENSION AND HEALTH BENEFITS ACTUARIAL VALUATION

SUMMARY

On December 2, 2010, the Board of Fire and Police Pension Commissioners
will consider the most recent pension and health actuarial valuation for the period ending
June 30, 2010. The valuation will set the City’'s contribution rate towards the Los Angeles
Fire and Police Pensions (LAFPP) Plan for Fiscal Year 2011-12 at 39.08% of sworn
payroll, which equates to an approximate contribution of $500 million. Previous estimates
provided by the Department of Fire and Police Pensions indicated a contribution rate of
35.19%, which equated to an approximate City General Fund contribution of $450 miliion.

The 3.89% difference between the projected and actual rate is significant, as
it translates into an approximate $50 million increase from the previous Budget Outlook
which had already projected an increase of about $63 million. If the valuation is approved
by the Board of Fire and Police Pension Commissioners, the City's General Fund will be
obligated to cover approximately $50 million more than what was anticipated to be paid out
during Fiscal Year 2011-12.

Alternatively, the Los Angeles City Employees’ Retirement System
(LACERS) valuation indicates a City confribution of 27.66% of civilian payroll, which is
1.88% lower than anticipated in the Budget Outlock. This variance amounts to an
approximate $27 million decrease from the previously projected amount of $83 million.

As a result of the LAFPP and LACERS pension and health benefits valuation
resulis, the City’s General Fund contribution will increase by about $23 million over what
was previously reported in the Budget Outlook for Fiscal Year 2011-12. This amounis io a
combined estimated increase of $169 million over the Fiscal Year 2010-11 contribution.
Without any other assumption changes including changes to the payroli bass, the
projected deficit for Fiscal Year 2011-12 will increase from $320 million to $343 million.

In tight of the unanticipaied increase in City contributions for next fiscal year,
it is recommended to freeze reliree medical suybsidies at the current rates of $1,025/month
for LAFPP retirees for a period of at least three fiscal years.
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BACKGROURND

The LAFPP Plan provides sworh police officers and firefighters with pension
and healincare benefits upon retirement. An actuarial valuation of the LAFPP Plan is
conducted annually for the year ended June 30" One purpose of the pension and health
valuation is to calculate the City's required contribution. On November 24, 2010, the
Department of Fire and Palice Pensions released a report to the Board of Fire and Police
Pension Commissioners for consideration of a pension and health benefits valuation for
the time period July 1, 2009, through June 30, 2010, Attachment | is a copy of the staff
Board report and valuation. The Board of Fire and Police Pension Commissioners (LAFPP
Board) will consider the valuation report at its meeting on December 2, 2010,

LAFPP VALUATION IMPACT

The actuarial valuation is conducted by the LAFPP actuary. The following
table lists the City's General Fund required contribution rate and projected payment
amount for Fiscal Year 2011-12 as follows:

Pension |  26.33% |  $337.2 Milion | 27.22% | $348.6 Million
Health 3.86% $113.5 Million 11.86% | $151.9 Million
Total 35.19% $450.7 Million 39.08% | $500.5 Million

* Based on J'Gly 18, 2011 payment, Source: Segal Company Five-Year Projection, Dated March 19, 2010
** Based on sworn payroll of $1.2 Billion; Source: CAD
***Based on July 15, 2011 payment; Source: Segal Company Valuation dated Novermber 17, 2610

The above table indicates a 3.89% difference in the total City contribution
between the projected and actual rates. This amounts to an approximaie $50 million
increase that the City will be obligated to pay in Fiscal Year 2011-12,

There are three main reasons as to why the projected and actual rates differ:

1) Investment Return Assumption. On September 2, 2010, the Board of
Fire and Police Pension Commissioners changed its invesiment return
assumption from 8% to 7.75%. This policy decision will lead fo increased
City contribution rates over the next several years,

2) 10% Medical Trend Assumption. On November 4, 2010, the Board of
Fire and Police Pension Commissioners changed its 10% medical trend
assumption from a one-year peried {o a three-year period.
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3y Investment Gain. The markel investment gain assumption utilized in the
March 19, 2010 study indicates a 16% investment gain. The aclual
investment gain realized onh June 30, 2010, was closer to 14.74%.

if the LAFPP Board adopis the valuation report, than the City's General Fund
deficit will grow by an additional $5C million duwring Fiscal Year 2011-12. The Board
consisis of nine members, five of which are appointed by the Mayor. The remaining four
members are all elected, two of which are aclive sworn members {one from the FPolice
Department and one from the Fire Department) and two of which are retired LAFPP
members (one from the Police Department and one from the Fire Department). Consistent
with the City Charter and California Constitution, the LAFPF Board has complete control
over the administration, assets, and system investments of the LAFPP. The City Councit
cannot take jurisdiction over a LAFPP Board action and the Mayor cannot veto a LAFPP
Board action.

CITY CONTRIBUTION HISTORY TO LAFPP

The LAFPP Plan is funded by a combination of investment gains, City
contributions, and employee contributions.  Attachment Il s & graph indicating the City's
contribution history to the LAFPP Plan over the last ten years. In addition, the following
graph reflects the 2010-11 Budget Qutlook projection of the assumed City contribution
rates for the next five fiscal years based on infermation provided by LAFPP in March 2010

ILLUSTRATION OF FUTURE CONTR#QUTIONS TOFARE & POLIGE PENSIONS
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it should be noted that the above projection will no longer be valid if the
actuarial valuation that will be considered by the LAFPP Board on December 2, 2010, is
approved. [f approved, a new valuation study will be required to revise the projections for
future vears. It is anticipated the revised projections would result in approximately $50
million incremental increases fo the projected values in the above graph for each fiscal
year.

CITY CONTRIBUTION TO LACERS

The Los Angeles City Employees’ Retirement System {LACERS) Plan
provides pension and retiree health benefits to civilian employees (excluding Department
of Water and Power). Attachment Il is a graph indicating the City’s contribution history to
the LACERS Plan over the last ten years. On November 9, 2010, the LACERS pension
and healthcare benefits valuation was adopied by the LACERS Board of Administration
(LACERS Board). Attachment IV is a copy of the staff LACERS Board report and
valuation.

The City contribution io LACERS for both pension and healthcare benefits
was calculated at 27.66% of payioll, which represents approximately 1.88% less than what
was previously projected in the Fiscal Year 2010-11 Budget Outlook. This difference is
largely attributable to the smoothing policy changes approved by the LACERS Board. The
difference in the 1.88% contribution rate amounts to an approximate $27 million decrease
to the General Fund contribution to LACERS for Fiscal Year 2011-12, than what was
previously projected.

DISCUSSION

A significant portion of the 350 million increase for next year's General Fund
contribution to the LAFPP may be attributable to recent actions taken by the LAFPP Board,
While these actions are actuarially sound, they place a tfremendous burden on the General
Fund during a time of financial crisis. The Office of the CAO is currently pursuing several
pension reform efforts with the intent of reducing the City’s General Fund cost obligations
towards LAFPP and LACERS. These efiorts involve establishing new retirement tiers for
future employee hires and negotiating with labor unions to reduce the City's General Fund
costs for active members. The City is not alone in this endeavor as public sector pension
sysiems across the nation are experiencing significant market losses and seek to reform
their pensions to reduce costs.

One of the significant obstacles with pension reform efforts is the ability to
modify vested pension benefits. California law indicates vested pension beneiits cannot
be altered unless a comparable advantage is provided. This means that any pension
reform efforts for active members would likely include providing a new benefit in exchange
for modifying the existing benefit. This makes it difficult o negotiate a deal that would
result in significant cost savings for the City.
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Medical Subsidies

The setting of the retiree healthcare medical subsidy is one area in which
active members do not receive a vested benefit. The Los Angeles Administrative Code
(LAAC) grants the LAFPP and LACERS Boards the authority to set the maximum medical
subsidy amounts. In general, the medical subsidies are set based on whether the retiree
is eligible for Medicare. A retiree is generally eligible for Medicare when hefshe reaches
age 65.

The medical subsidy benefit is vested afler a member has accrued at least
10 years of service. Benefits may not commence earlier than age 55. The percentage of
subsidy accrued for 10 years of service is 40% and escalates at 4% for each additional
year of service. At 25 vears of sewvice, the retiree would receive 100% of the maximum
medical subsidy benefit. Employees do not currently contribute towards this retiree health
benefit.

For LAFPP retirees that are noi Medicare eligible, the maximum subsidy
amount cannot increase by more than 7% annually. For LACERS retirees that are not
Medicare eligible, the maximum subsidy amount cannot exceed the annual increase to the
Kaiser two-party rate. ‘

The LAAC sections that grant the LAFPP and LACERS Board the discretion
to set the maximum medical subsidy amounts may be changed by Ordinance. The current
maximum medical subsidy (non Medicare eligible) for LAFPP retirees is $1,025/month and
became effective on July 1, 2010. Effective January 1, 2011, the maximum medical
subsidy (non Medicare eligible) for LACERS retirees is $1,190/month. These subsidy
amounts are cuirently sufficient to cover healthcare for an employee and spouse,

The LAAC also grants the LACERS Board of Administration the authority to
enact modifications to the retiree healthcare plan designs. In September 14, 2010, the
LACERS Board of Administration adopted changes fo the healthcare plan designs, which
will result in some cost savings for the City. The LAFPP does not administer the retiree
healthcare plans, as these plans are administered by labor unions. Therefore, the LAFPP
does not have any authority to enact refiree healthcare plan design modifications.

With the increased City contribution obligations for Fiscal Year 2010-11, it
may be prudent to consider freazing the current maximum medical subsidies for retirees of
LACERS and LAFPP. This will result in some cost savings for the City's General Fund
and is not anticipated to significantly impact a retiree’s access and choice of available
healthcare plans, as most refirees do not select healthcare plans with costs that are at or
exceed the maximum medical subsidy amount.
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RECOMMENDATION

It is recommended that the City Attorney, with the assistance of the CAQ, is
instructed to report back to the City Council within 30 days with an Ordinance modifying
the LAAC o freeze the LAFPP maximum medical subsidy amount at the current level for a
period of at least three fiscal years.

FISCAL IMPACT

it is anticipated that freezing the current maximum medical subsidy amounts
for LAFPP will save the City’s General Fund up to $30 million over the next three fiscal
years.

MAS:TTS:07 110017

cc: Gerry Miller, CLA
Michael Perez, LAFPP
Thomas Moutes, LACERS

Attachments




ATTACHMENT |

DEPARTMENT OF FIRE AND POLICE PENSIONS

360 East Second Street, Suite 400
Los Angeles, A 90013
(213 978.4545

REPORT TO THE BOARD OF FIRE AND POLICE PENSICN COMMISSIONERS
DECEMBER 2, 2010 ITEM: A1
FROM; Michael A: Perez, General Manager

SUBJECT: CONSIDERATION OF THE JULY 1, 2009 TO JUNE 30, 2010 PENSION AND
HEALTH BENEFITS VALUATIONS AND POSSIBLE BOARD ACTION

RECOMMENDATION

That the Board accept the pension and health valuation reports submitted by The Segal Company
for the period ending June 30, 2010.

DISCUSSION

City's General Fund Contribution

The yearly valuation reports on System assets and liabilities, and establishes the percent of swormn
payroll used to calculate the required City confribution to fund the pension system. (The required
contribution for the Harbor Department is discussed later in this report) The following are
significant items from the valuation:

= | made by July 15, 2011, the City confribution rate for FY 2011-12 pension benefits would
increase by 5.77% of sworn payroll, from 21.44% (FY 2010-11) to 27.21% {FY2011-12). The
new contribution rate would result in an increase of appraximately $73.9 million when applied
to the City's FY 2010-11 budgeted sworn payroll.

= If made by July 15, 2011, the contribution rate for FY 2011-12 health benefiis would increase
by 3.18% of sworn payroll, from 8.68% (FY 2010-11) to 11.86% (FY2011-12). The new
contribution rate would result in an increase of approximately $40.5 million when applied to
the City's FY 2010-11 budgeted sworn payroll,

= Far the period ending June 30, 2010, on an actuarial basis for pension benefits, the plan is
91.6% funded. As such, Tier 5 members will continue to contribule 9% of salary in FY 2011-
1Z since the actuarial funded status of pension benefils for all Tiers does not exceed 100%.
{The inclusion of the Harbor Port Paolice Officers did not impact the plan remaining below the
frigger-point.)




@ Below is a chart reflecting historical funded status and City Contributions from June 30, 2001.

| Valuation Pension % Health % Combined % City Conlribution — | Receivad for
Year Ending Funded Funded _ Funded Pension & Health Fiscal Year
06/30/2010 91.6 322 83.3 $4488 823,140~ 2011-2012
06/30/2000 96.2 39.7 89.4 $385 704,037 2010-2011
06/30/2008 99,1 418 928 $356,157,134 2009-2010
06/30/2007 09,2 41.5 92 8 $328,511,331 2008-2009
0673012008 04.6 37.6 882 $326,656,184 2007-2008
0673072005 94.19 47.5 89.8 $274,526,459 2008-2007
06/3012004 103.0 60.1 99,5 $159,388,000 2005-2006
06/3042003 -~ 104.4 63.9 101.3 $128,488,12% 2004-2005
06/30#2002 108.3 66.4 100.1 386,973,375 2003-2004
0673072041 118.9 68.3 115.0 $100,350 535 2002-2003

*Estimated contribution for FY 2011-12 based on the City's budgeted sworn payroll for FY 2010-11

of $1,279,301,613.

The City's actual contribution for FY2011-12 may differ from the estimates in the valuation
and in this report, depending upon the FY2011-12 sworn payroil.

Harbor Department's Confributicn

This is the fourth year that the Harbor Port Police Officers have been included in the annual
actuarial valuation for LAFPP, which reports on System assets and liabilities, and establishes the
percent of sworn payroll used to calculate the required Harbor Departiment contribution to fund the
In accordance with the provisions of the governing
Ordinance (No. 177214}, a separate rale group was created for the Harbor Port Police Officers
that transferred from LACERS to Tier 5. The following are significant items from the report
peraining to the Harbor Department:

pension system for Port Police Officers.

i made by July 15, 2011, the Harbor Departrment contribution rate for FY 2011-12 pension
henefits for would increase by 3.41% of sworn payroll, from 24.41% (FY2010-11) to 27.82%

(FY2011-12).

The new cantribution rate would result in an increase of approximately

$360,000 in FY2011-12 when applied to the Harbor's FY2010-11 budgeted sworn payroll.

H made by July ’EE, 2011, the Harbor Department contribution rate for FY 2011-12 health
benefits would increase by 1.62% of sworn payroll, from 4.67% (FY 2010-11) to 6.29%

(FY2011-12).

The new cantribution rate would result in an increase of approximately
$171,000 when applied to the Harbor's FY 2010-11 budgeted sworn payroll,

Below is a chart reflecting historical Harbor Department contributions from June 30, 2007,

Valuation Year Harbor Received for
Ending Conteibution Figcal Year
0B/30/2010 $3,600,343 2011-2012
0B/3072009 $3.060,.422 2010-2011
06/30/2008 $2,088,006 2009-2010
06/3072007 $1,485,351 20068-2009

*Estimated contribution for FY 2011-12 based on the Harbor's budgeted sworn payroll for FY 2040-11 of

$10,555,085,
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= The Harbor Department's actual contribution for FY2011-12 may differ from the estimates in
the valuation and in this report, depending upon the FY2011-12 sworn payrell.

The adoption of the actuarial valuation is necessary for the completion of the audited financial
statements, which are schaeduled {0 be presented to the Board on December 16, 2016,

BUDGET

No addifional funds required.

POLICY

There are no policy changes as a resull of this report.

Qé‘ﬁm)ﬂ /{J{ LA S
%{ . Wilder, Manager
unications & Special Projecis

WAP.WSR:RLW

‘Attachment
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THE SEGAL COMPANY

100 Monigomery Street, Suile 500 San Francisco, CA 34104-4308
T 415.283.8200 F 415.263.8290 www.segalco.cam

MNovember 17, 2010

Board of Fire and Police Pension Commissicners

City of Los Angeles Fire and Police Pension Plan

360 East Second Strest, Suite 400
Los Angeles, CA 920012

Re: June 33, 2010 Actaarial Valuations

Dear Board Members:

Enclosed piease find the June 30, 2010 actuarial valuations for the retirement and the health programs.
As requested by LAFPP, we have attached the following supplemental schedules:

> Exhibit A - Summary of significant results for the two programs.
»  Dxhibit B - History of computed contribution rates for the two programs.

We look forward to discussing the reports and the enclosed schedules with the Board.

Sincerely,

/)7( é 4--*—1.»} j . @W&iﬁq i‘d Qw«gﬁﬂ
i
Paul Angelo, FSA, MAAA, FCA, EA Andy Yeung, ASA, MAAA, EA
Senior Vice President and Actuary Vice President and Associate Actuary
AB/My
Enclosures

5109713v1/7916,002

Benefits, Compensation umd HR Consulling  Offices throughout the Unlled States and Canada

Founding Member of the Multinationai Group of Actuaries and Gonsultants, 2 global affifation of indepsndent firms




Exbibit A

City of Los Angeles Fire and Police Pension Plan

Summary of Significant Valuation Results

Percent
June 3¢, 2010 June 30, 2009 Lhange

I Tatai Membership .

A. Current Active Members 13,654 13,802 -1.07%

B. Current Vested Former Members 58 Gl -4.92%

C. Current Retirees, Beneficiaries, and Dependents 12,348 12,327 0.17%
II.  Valuation Balary

A, Total Annual Payroll $1,356,9806,475 $1,357,248,936 -0.02%

B. Average Monthly Salary 5,282 8,195 1.06%
I1I. Benefits to Current Retirees and Beneficiaries'”

A, Total Annuval Benefits $695,295,285 $677,226,586 2.67%

B. Average Monthly Benefil Amourt 4,692 4,578 2.49%
IV. Total System Assets”

A, Actuarial Value $15,036,856,639 $15,066,287,394 ~0.20%

B. Market Value ' 12,198,968,351 10,976,368.738 11,14%
Y. Unfunded Actuarial Accrued Liability (UAAL)

A, Retirement Benefits : $1,201,043,651 $560,535,275 132.11%

B. Heaith Subsidy Benefits 1,720,549,039 1,228, 981,720 40.00%

™ Includes July COLA.

® Includes afl assets for Retivement and Health Subsidy Benefits,

7% |
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Fxhibit A (continued)

City of Los Angeles Fire and Police Pension Plan
Summary of Significant Valuation Results

YL Budget Items Fy2011-2612 FY 2610-2011 Change
Beginning End of Pay  Beginning End of Pay Beginning End of Pay
of Yeart! Periods of Year Periods of Year Periods

A, Retirement Benefiis
[. Normal Cast as a Percent of Pay 20.14% 20.93% 18.27% 18.01% 1.87% 1.92%
2. Amortization of UAAL 6.99% 127% 3.12% 3.24% 3.87% 4.03%
3, Total Retirement Contribution 27.83% 28.20% 21.39% 22.25% 3.714% 5.95%
B. Health Subsidy Contribution
1. Normal Cost as a Percent of Pay 4.62% 4.79% 3.49% 3.63% 1.13% 1.16%
2. Amortization of UAAL 7.20% 7.48% 5.16% 5.37% 2.04% 2.11%
3. Total Health Contribution . 11.82% 12.27% 8.65% 2.00% 3.17% 3.27%
C. Total Contribution (A+B) 38.95% 4¢.47% 30.04% 31.25% 8.91% 9.22%
VII Funded Ratio June 30. 2010 June 30, 2009 Chaunge
(Based on Valuation Value of Assets) @
A. Retirement Benefits 01.6% 896.2% ~4,6%
B. Health Subsidy Benefits 32.2% 39.7% ~7.5%
C. Total 83.3% 89.4% -6.1%
W Toral contribution rates pavable on July 15, 2011 are 27.22% for retirement, 11.86% jor health and 39.08% for both plans.
@ fncindes all assets for Retivement and Health Subsidy Benefils.,
TSEGAL
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Exhibit B
City of Los Angeles Fire and Police Pension Plan
Computed Contribution Rates™ — Historical Comparison
Yaluation
Valuation Payroll
Date Retirement Health Total {In Thousands)
06/30/2001 3.74% 3.32% 7.06% 882,758
06/30/2002 11.00% 2.98% 13.98% 946,037
06/36/2003 13.79% 3.09% 16.88% 70,727
06/30/2004 12.86% 2.83% 15.09% 1,001,004
06/30/2003 20.56% 5.03% 25.59% 1,037,445
06/30/2006 22.12% 8.48%% 30.65% 1,092,815
06/30/2007 19.95%" b g20%@ O 28.15%"7 1,135,592
06/30/2008 20.58% . 3.76% 29.34% 1,206,589
06/30/2009 22.26% 9.00% 31.26% 1,357,249
(6/30/2010 28,209 12.27% 40.47% 1,356,986

(1) Contributions are assumed lo be made at the end of the pay period.
{2} Before reflecting phase-ir poficy.

{3} Revised iv recognize payment of Harbor Port Police June 30, 2007 UAAL during 2007-2008 fiscal year. This reduced the UAAL rate by
0.02% and 0.00% for the retirement plon and health plan, respectively,

o
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The Segal Company
100 Montgomery Strest, Suite 600 San Francisco, CA 94104
T415.283,8200 F 415 2838290 www. segalco.com

November 7, 2010

Board of Fire and Police Pension Comniissioners
City of Los Angeles Fire and Police Pension Plan
360 East Second Streei, Suite 400

Los dngeles, CA 96012

Dear Board Members:

We are pleased to submit this Actuarial Valuation and Review as of June 30, 2010, It ssanmarizes the actuarial data used in the
valuation, establishes the funding requirements for fiscal 2011-2012 and analyzes the preceding year's experience.

The census information on which our calculations were based and the financial information were provided by LAFPP. That
assistance is gratefully acknowledged. The actuarial calculations were completed under the supervision of Andy Yeung, ASA,
MAAA, Enrolled Actuary.

This actuarial valuation has been completed in accordance with generally accepted actuaricl principies and practices. To the
best of our knowledge, the information supplied in this actuarial valuation is complete and accuraie. Further, in our opinion,
the assumptions as approved by the Board of Conunissioners are reasonably related to the experience of and the expectations
Jor the Plan. '

We look forward to reviewing this report ai your next meeting and to answering any questions.

Sincerely,
THE SEGAL COMPANY
,A:{M{Jiz:’ﬁ,_ﬁ/d.a-»« B, W ol
By: ¢
Paul Angelo, FSA, MAAd, FCA, EA Andy Yeung, ASA, MAAA, EA
Senior Vice President and Actuary Vice President and Associate Actuary

ABlgxk
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Reference: Pg 37, 7 and [

TSEGAL

SECTION 4:  Valuation Summary for the City of Los Angeles Fire and Police Pension Plan

Purpose

This report has been preparad by The Segal Company to present a valuation of the City of Los Angeles Fire and Police Pension
Plan as of June 30, 2010. The valuation was performed to determine whether the aasets and contributions are sufficient to
provide the prescribsd bencfits. The contribution requirements presented in this report are based on:

>

»

The benefit provisions of the Pension Pla, as administered by the Board of Commissioners;

The characterisiics of covered active members, inactive vested members, and retired members and beneficiaries as of
June 30, 2010, grovided by LAFPP;

The assets of the Plan as of June 30, 2010, provided by LAFPP;
Economic assumptions regarding future salary increases and investment earnings; and

Other actuarial assumptions, regarding empioyee terminations, retirement, death, ete.

Significant Issues in Valuatica Year

The following key Gndings were the result of this actuarial valuation:

>

p

>

This valuation reflects the 7.75% investment return assumption recently adopted by the Board as wel! as the changes in the
inflation and across-the-board wage increase assumption components. All other aciuarial assumptions are the same as
those used in the June 30, 2009 valuation.

The ratio of the valuation value of assets to actuarial accrued Habilities decrsased from 96.2% to 91.6%. The unfunded
actuarial accrued lability has increased from $561 million to $1,301 million. The reduction in the funded ratio and the
increase in the unfunded actuarial accrued liability is primarily the result of the lower than expected returns on investment
{afler smoothing) and the change in the investment return assumption offset somewhat by other favorable actuarial
experience during 2009/2010. A complete-reconciliation of the Systesn’s unfunded actuarial acerued liability is provided in
Section 3, Exhibit G.

Under the Board’s funding policy, the 2009-20 10 experience loss for Tier 2 would be amartized over the shorter of 15
years or the remaining 27-year amortization period ending June 30, 2037. For Tiers 3, 4 and 5 a new separate 15-year
amortization layer is established in the June 30, 2010 valuation for the 2009-2010 experience loss.




Reference: Pg. 17

Reference: Pg. §

Reference: Pg. 53
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SECTION 1;  Valuation Summary for the City of Los Angeles Fire and Police Pension Plan

>

The aggregate beginning-of-year empioyer rate caleulated in this valuation has increased from 21.3%% of payroll to
27.13% of payroll, Using & projected annual payroll of $1,357 mitlion as of June 30, 2010, there would be an increase in
contribution fromm $290 million to $368 million. The increase was due to lower than expected returns on investments (after
smoothing} and change in the investment retum assumption offset somewhat by fower than expected salary increases
during 2009/2010 and lower than expected retiree COLA increases during 2009/2010.

As indicated in Section 2, Subsection B of this repori, the total unrecognized investment loss as of Tune 30, 2010 s
$2,837.9 mitlion for the assets for Retirement and Health Subsidy Benefits. This investment loss will be recognized in the
determination of the actuarial vaiue of assets for funding purposes in the next few years. This impliss that earning the
assumed rate of fnvestment return of 7,75% per vear (net of expenses) on a market value basis will result in investment
losses on the actuarial value of assets in the next few vears. Therefore, if the actual market return is equal to the assumed
7.75% rate and all other actuarial assumpticns are med, the contribution requirements would increase in each of the next
few years,

The unrecognized investment losses represent about 23% of the market value of assets. Unless offset by future investment
gains or other favorable experience, the recogaition of the $2,837.9 million market losses is expected to have a significant

impact on the Plan’s future funded ratio and the apgregate employer contributions. This potential impact may be illustrated
as follows:

«  Ifthe deferred losses were recognized immediately in the valuation value of assets, the funded percentage would
decrease from 91.6% t0 74.3%.

= Ifthe deferred losses were recognized immediately in the valuation value of agsets, the aggregaie employer
contribution rate would increase from 27,13% of payroll to 43.58% of payroil.

As adopted by the Beard, any investment gains/losses established after July 1, 2008 will be recognized over a seven-year
period and the actuarial value of assets will be further adjusted, If necessary, to be within 40% of the market valae of
assets. A deseription of the acluarial assumptions and methods can be found in Section 4, Exhibit V of {his report.

The smployer contribution rates provided in this repott have been developed assuming that they will be made by the City
at either: (1) the beginning of the fiscal year, (2) on July 15, or (3) throughout the year (i.e., the City will pay contributions
at the end of every pay periced),

The actuarial valuation report as of June 34, 2010 is based on financial information as of that date. Changas in the value of
assets subsequent to that date, to the extent that they exist, are not reflected. Declines in asset values will increase the
actuarial cost of the Plan, while increases will decrease the actuarial cost of the Plan.
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SECTION 1:  Valuation Summary for the City of Los Angeles Fire and Police Pension Plan

Summary of Key Valuation Resulis

2010 2409

Contributions ealculated a3 of Fune 34:

Recommended as a percent of pay {note thers is a 12-menth delay until the rate is effective}

At the beginning of year 27.13% 21.39%

On July 15 27.22% 21.46%H

At the end of each biweekly pay pericd 28.20% 22.25%M
Funding clements for plan year beginning July 1;

MNormal cost $385,000,579 $360,465,0160

Market value of assets™ 12,198,968,351 10,576,368,738

Actuarial value of assets™ 15,036,856,639 13,066,287,394

Valustion value of relirement assets 14,219,580,662 14,256,610,416

Actuarial accrued lability 15,520,624,313 14,817,145,691

Unfimded actuarial accrued liability ,301,043,651 360,335,275

Funded ratio 91.6% $6.29%9
GASE 25/27 for fiscal year ending June 30:

Annual required coniributions 250,516,858 $238,697,92%

Actual contributions 250,516,858 238,697,926

Percentage contributed 100.0% 100.0%
Demographtc data for plan year beginning July 1;

MNumber of setired members and beneficiaries 12,348 12,327

Number o vested former members 58 ai

MNumber of active members (includes DROP members) 13,654 13,802

Projected total payroil $1,356,986,475 $1,357,248,936

Projected average payroll 99,384 98,337

U Revised to reflect payroll as of June 30, 2010,

@ jnchudes ail assets for Retirement and Health Subsidy Benefits,

O) The funded ratios excluding Horbor Port Police are 91.7% and 96,3% for 2010 and 2009, respectively,
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BECTION 4:  Valuation Summary for the Clty of Los Angeles Fire and Police Pension Plan

Actuarial Ceﬂiﬁcaﬁon

MNovember 17, 2010

This is to certify that The Segal Company has conducted an actuartal valuation of the City of Los Angeles Fire and Police
Pension Pian retirement program as of June 30, 2010, in accordance with generally accepied actuarial principles and practices.
Actuarial valuations are performed annually for this retirement program with the last valuation completed on June 30, 2009,
The actuarial calculations presented in this report have been made on a basis consistent with our understanding of the historical
funding methods used in determination of the Hability for retirement benefits.

The actuarial valuation is based on the plan of benefits summarized in Exhibit VI and on participant and financial data
provided by LAFPP.

The actuarial computations made are for funding plan benefits and for satisfying the financial accounting requirements under
GASE Statements No. 25 and 27. Accordingly, additional determinations will be needed for other purposes, such as judging
benefit security at termination.

In addition to all schedules that are shown In the actuarial section of the CAFR, a listing of supporting schedules included in
the statistical and financial sections of the Plan’s CAFR prepared by Segal is provided below:

13 Schedule of funding progress
2}  Schedule of employer contributions
3} Supplementary Information Required by the GASB (Exhibit TV

To the best of our knowledge, this report is complete and accurale and in our opinion presents the Plan’s current funding
information. The undersigned is a Member of the American Academy of Actuaries and meets the qualifications to provide the
actuarial opinion herein.

é—i_‘—iru{&w { Q‘W{%-

Andy Yeung, ASA, MAAA, EA
Vice President and Associate Actuary




A Historical perspective
of how the member
popidlation has changed
over the past seven
valuaiions can be sgen in
this chart,
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SECTION 2:  VYajuation Resulfs for the City of Los Angeles Fire and Police Pension Plan

A. MEMBER DATA
The Actuarial Valuation and Review considers the number

- and demographic characteristics of covered members,

including active members, non-vested members (entitled o
a refund of member contrivutions) and vested terminated
members, retired members and beneficiaries.

This section presents a sumimary of significant statistical
data on these member groups.

More detailed information for this valuation year and the
preceding valuation can be found in Section 3, Exhibits A,

B, and C.
CHART 1
Member Population: 2004 — 2010
Year Ended - Active DROP Vested Terminated Retlred Members  Ratio of Non-Actives
June 30 Members™ Members Members and Beneficiaries to Actives

2004 12,649 928 0 11,782 0.93
2005 12,656 LET8 v 11,746 0.93
2006 12,903 1,206 59 11,815 0.92
2007 13,218 1,226 85 1,974 0.91
008 13,495 1,144 a1 12,182 0,91
2009 {3,802 1,024 01 12,327 0.90
2010 - 313,654 i,089 58 12,348 0.91

™ lncludes DROP members provided in the next column,




BECTION 2;  Valusation Results for the City of Los Angeles Fire and Police Penslon Plan

Active Members {Including DROP) Inactive Members

Plan costs are affected by the age, years of service and In this year's valuation, there were a total of 58 members
payrell of active members. In this year's valuation, there with a vested right to a deferred or immediate vested
were 13,654 active members with an average age of 40.6, benefit versus 61 in the prior valuation,

average vears of service of 13.6 years and average payroll
of $99,384. The 13,802 active members in the prior
valuation had an average age of 40.1, average service of
13.2 years and average payroll of $98,337.

These graphs show o CHART 2 CHART 3

distribution of active Distribution of Active Members {including DROP) Distribution of Active Members {Including DROP)
members by age and by

years of service by Age as of June 30, 2010 by Years of Service as of June 3¢, 210
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These graphs show a
distrifrution of the current
retived members based on
their monthly amount and
age, by type of pension.

Disability
B Service
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SECTION 2:

Valuation Results for the Cify of Los Angeles Fire and Police Pension Plan

Retired Members snd Benefiviavies

As of June 30, 2010, 9,958 retired members and 2,390
beneficiaries were receiving total monthly benefits of
557,941,274, For comparison, in the previous valuation,
there were 9,916 retired members and 2,411 beneficiaries
receiving monthly benefits of $56,435,549.

Please note that the monthly benefits provided have been
adjusted for the COLA granted effective for the month of
Jujy.

CHART 4

Ristribution of Retired Members by Type and by Monthly
Amount as of June 30, 2010

CHART &

Distribution of Retired Members and by Type and by Age
as of June 30, 2019
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The chart depicts the
eomponents of changes in
the actuarial value of
assets aver the last six
years. Note: The first bar
represents increases in -
assets during each year
while the second bar
details the decreases.

® Adjustiment toward market value 0.5

& Benoefits paid

# Net interest and dividends

# Met contributions

T SEGAL

SECTION 2:  Valuation Results for the City of Los Angeles Fire and Police Pension Plan

B. FINANCIAL INFORMATION

Retirement plan (unding anticipates that, over the long Retirement plan assets change as a result of the net impact
term, both net coniribulions and et investment earnings of these income and expense componeits. Additional
(less investment fees and administrative expenses) will be financial information, inchuding a summary of these
needed to cover benefit payments. transactions for the valuation vear, is presented in

Section 3, Exhibits D, Eand T,

CHART B

Comparison of Increases and Decreases In the Actuarial Value of Assets
for Years Ended June 30, 2005 - 2010

254

2.0

1.5

1.0

% Billions

0.0

2005 2006 2007 2008 2009 2010




The chart shows the
determination of the
actuarial value of assets
as of the valuaiion date.
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SECTION 2;

Valuation Results for the Cily of Los Angeles Fire and Police Pansion Plan

It is desirabie to have level and predictable plan costs from
one year to the nexi. For this reason, the Board of
Commissioners has approved an asset valuation method
that gradually adjusts to market value. Under this valuation
method, the full value of market fluctuations is not
tecognized in a single year and, as a result, the asset vaiue
and the plan costs are more stable,

The amount of the adjustment to recognize market value is
ireated as income, whick may be positive or negative.
Realized and unrealized gains and losses are treated
equally and, therefore, the sals of assets has ne immediate
gffect on the actuarial value.

CHART 7

Determination of Actuarial Value of Assets for Year Ended June 30, 2010

1. DMarket value of assets (for Retirement and Heatth Subsidy Benefiis)

2. Caleulation of unrecognized return™

(2} Year ended fupe 30, 2010

(b)Y Year ended June 38, 2009

(c) Year ended June 30, 2008

(d) Yearended June 30, 20607

(e) Year ended fune 30, 2006

(f) Total uarecognized return

Preliminary actuarial value: (1) - {21}

Adjustment to be within 40% corridor

Final actuarial value of assets; (3)+{4)

Actuarial value as a perecntage of market value: {5) + (1)
Market value of retirement assets

Valuation value of retirement assefs: {5) + (1) x (7)
Deferred return recognized in each of the next 6 years:
{a) Amount recognized an Fune 30, 2011

(b) Amousnt recognized on June 30, 2012

(s} Amount recognized on June 30,2013

(d) Amount recognized on June 30, 2614

(¢} Amount recognized on June 30, 2015

(f) Amount recognized on June 30, 2016

(£) Subtotal (may not total exactly due to rounding)

R

$12,198,968,351
Oviginal Percent Mot Amount Not
Ampunt Recognized® Recognized
$737.173,630 85.71% $631,863,111
-4,113,928,646 71.43% -2,938,320,461
-2,015,976,50% 40.00% -806,390,604
1,375,798,329 20.00% 275,159,666
477,862,344 0.00% Y
-2,837,888,288
15,036,856,63%
0
123.3%
$11,535,935,909
$14,219,380,662
-$610,425,213

-385,588,875
-482,393,573
-482,393,573
-482,393,573
i05.310.51%
-52,857,888,288

1 D&l . N
) Total refurn minus expected return on a market value basis

O gny invesiment gains/losses estoblished after July 1, 2008 are recognized over o sever-vear period.




This chart shows the
change in the actuarial
value of assets versus the
market value over the pas!
SeVen years.

- A ctuarial Value
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SECTION 2:  Valuation Results for the Clty of Los Angeles Fire and Police Fension Flan

“The actuarial value, market value and valuation value of vatue of assets. The valuation velue of assets is significant

assets are representations of LAFPP’s financial status. As becayse LAFPP’s liabilities are comparsd to these assets to
investment gaing and losses are gradually taken into deterfiine what portion, if any, remains unfunded.

account, the actuarial value of assets tracks the market Amortization of the unfunded actuarial accrued Hability is
value of assets. The portion of the totsl actuarial value of an important element in determining the contribution
assets allocated for retirement benefits, based on requirernent.

muitiplying the total actuarial value of assets by the ratio of
market value of retirement assets to the market value of
both retirement and health assets, is shown as the valuation

CHART 8
Actuarial Value of Assets”, Valuation Value of Asseis™ and Market Value of Assels® as of June 30, 2004 — 2010

16 -

i8
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% Billions
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0 Retirement only assels




This chart provides a
summary of the actuarial
experience during the
pusi year,
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SECTION Z:

Valuation Resulis for the City of Los Angeles Fire and Police Pension Plan

C. ACTUARIAL EXPERIENCE

To calculate the required coptribution, assumptions are
made about future cvents that affect the amount and timing
of benefits to be paid and assets to be accumulated. Each
year actual experience is measured against the
assuptions. If overall experience is more favorable than
anticipated (an actuarial gain), the contribution requirement
wiil decrease from the previous year. On the other hand,
the contribution requirement wili increase if overall
actuarial experience is less favorable than expected (an
actuarial loss).

Talking account of experience gains or losses in one year
without making & change in assumptions reflects the belief
that the single year’s experience was a short-term

development and that, over the long term, experience will
return to the original assumptions. For contribution
requirements e remain stable, assumptions should
approximate experience.

If assumptions are changed, the contribution requirement is
adjusted to take into account a change in experience
anticipated for all future years.

The total net loss of $367,665,775 was due mainty to an
investment loss of $756,278,190 offset somewhat by salary
and COLA pains. The net experience variation from all
sources was 2.4% of the actuarial accrued liability, A
discussion of the major components of the actuarial
experience is on the following pages.

CHART 9
Actuarial Experience for Year Ended June 30, 2010

. Net gaini(loss) from investments'’

2. Net gain/(Joss) from other experience®™
3. Net experience gain/(loss): (1) +(2)

$756,278,1%
612,415
-8367,665,775

Y Details in Chart 70,

B Details in Chart 13. The nel gain Is aliribuled to actual liability experience front June 30, 2009 1o June 30, 2016, compared o the profected experience

as predicted by the actuarial assumptions as af June 30, 2009,




SECTION 2:  Valuation Results for the City of Los Angeles Fire and Police Pension Plan

Investment Rate of Return Since the actual return for the year was lower than the
A major compoenent of projected asset growth is the assumed return, LAFPP experienced an actuarial loss
assumed rate of return. The assumed reium should during the year ended June 30, 2010 with regard to its
represent the expected long-term rate of returmn, based on investments.

LAFPP’'s investment policy. For valuation purposes, the
assumed rate of retumn on the actuarial vaiue of assets is
8.00% (based on the June 30, 2009 valuation}, The actual
rate of return on the actuarial value of assets basis for the
2010 plan year was 2.40%.

This chart shows the CHART 10
gain/(Toss) due to

; " Actuarial Value Investment Experience for Year Ended June 30, 2610
invesiment experience.

All Assets® Assets for Retirement Only
i. Actual retum $360,741,904 3376,879,874
2. Average value of assets ‘ 15,034,901,752 14,164,475,829
3. Actual rate of return: (1) = (2) 2.40% 2.66%
4, Assumed rate of return 8.00% 8.00%
5. Expected return: (2) x (4) $1,202,792,140 $1,133,158,066
&. Actuarial gain/(loss): (1)~ (5) - 30,236 -3756,278,190

N Includes all assets for Retiremert and Health Subsidy Benefits.

TSEGAL
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SECTION 2:  Valuation Resuiis for the Gily of Los Angeles Fire and Police Pension Plan

HBecause actuarial planning is long term, it is useful to see
how the assumed investment rate of return has followed
actual experience over time, The chart below shows the
rate of return on an actuarial basis compared fo the market
value investment retumn for all Retirement and Health

Subsidy Benefits assels.

Based on this experience and future expeciations, we have
lowered the investment return assumptiosn of 8.00% ta
7.75% for the June 3¢, 2010 valuation.

CHART 11

Invesiment Return — Actuarial Value vs, Market Value: 2005 - 2010

Actuarial Value Investment Return

Market Value Investment Retumn

Year Ended
June 30 Amount Percent Amount Fercent
2065 $259,388,778 2.12% $1,131,871,641 9.83%
2006 901,268,460 7.44% 1,520,383,435 12.40%
2007 1,590.968,304 12.57% 2,450,077,668 18.25%
2008 1,414,391,128 10.20% 776,503,003 -5.01%
2009 557,346,783 3.75% <2,968,762,917 -20.74%
2016 360,741,904 240784 1,612,772,227 14.74%
Six-Year Average Return 6.34% 3.94%




This chart Hlustrates how
this leveling effect has
actually worked over the
yvears 2005 - 20146

—e— Actuarial Vaehie

-~ arket Value
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SECTION 2:  Valuation Results for the City of Los Angeles Fire and Police Pension Plan

Subsection B described the actuarial assef valuation
method that gradually takes into account fluctuations in the
market value rate of return. The effect of this is to stabilize
the actuarial rate of return, which contributes to leveling
pension plan costs.

CHART 12
Market and Actuarial Rates of Return for Years Ended June 30, 2005 - 2010
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The chart shows elements
of the experience
gain/(loss) for the most
recent year.
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SECTION 2:

Valuation Resuits for the Gity of L.os Angeles Fire and Police Pension Plan

Other Experience
There are other differences between the expected and the
actual experience that appear when the new valuation is

compared with the projections from the previous valuation.

These include:
> the extent of turnover among the participants,
> retirement experience (earlier or fater than expected),

> mortality (more or fewer deaths than expected),

» the number of disability retirements, and
» salary increases different than assumed.

The net gain from this other experience for the year ended
June 30, 2010 amounted fo $388,612,415, which is 2.5% of
the actuarial accrued liability.

A brief summary of the demographic gain/{loss)
experience of the LAFPP for the year ended June 30, 2010
is shown in the chart below.

CHART 13

Experience Due to Changes in Demographics for Year Endad June 30, 2810

Gain due to fower than expected salaty inereases for continuing actives

$235,827.307

i
2. Gain due to lower than expecied COLA for continuing retirees and beneliciarics 168,830,035
3. Miscellaneous losses 16044927
4, Net gain/(Joss) 5388,612,415
11
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SECTION 2:  Valuation Results for the City of L.os Angeles Fire and Folice Pension Plan

D. RECOMMENDED CONTRIBUTION

The amount of annual contribution reguired to fund the
Plan is comprised of an employer normal cost payment and
a payment on the unfunded actuarial accrued lability,
separately for each Tier. The total amount is then divided
by the projected payroll for active members to determine
the funding rate of 27.13%% of payroll if paid at beginning
of year,




SECTION 2:  Valuation Results for the City of Los Angeles Fire and Police Pension Plan

CHART 14
Recommended Contribution

Juns 30
The chart compares (s 2010 2008
valuation's Amount % of Payroli  Amount™ % of Payroll
recommended
aontribution with the Tier 1 Members
prior valuation. 1. Total pormal cost $0 NIA 30 /A,
2. Expected employee contributions, discounted to beginning of year ¢ N/A o NIA
3. Employer normal eost: (1) + (2} o N/A 0 NiA
4. Actuarial accrued Lability 152,894,371 164,772,185
3. Valualion vaiue of assets ~49,364 479 ~44,561,060
6. Unfunded actuarial acorued liability 202,258,850 209,333,245
7. Amonlization of unfunded accrued lability 16,784,496 NIA 17,539,200 N/A
8. Total recoramended contrilution, beginning of year 16,784,496 N/A 17,539,200 N/
9. Total recommended contribution, July 15 16,836,780 N/A 7,595,533 NiA
10, Total recommended contribution, biweekly 17,443,743 N/A 18,249 770 N/A
11, Projected payroll used for developing normal cost rate N/A N/A
Tier 2 Members
1. Total normal cost $4,528,447 26.27% 54,375,929 25.3%%
2. Bxpected employee contributions, discounted to beginning of year ~57,788 -1.39% -439,489 <2.55%
3. Employer normal cost: {1} +(2) 4,460,659 25.88% 3,936,440 22.84%
4, Actuarial acerued Hability 5,772,008,132 5,918,326,900
5. Valuation valug of assets 6,165,929,922 6,510,729,862
6. Unfunded actuarial accrued fiability -392.921,79¢ «582.402.956
7. Amertization of unfunded accrued Hability -14.038,067 -1.03%% -31,210,689 -2.30%%
8. Total recommended contribution, beginning of year -9.577,408 NIA 27,274,249 N/A
9. Total recommended contribution, July 15 0607242 fA -27.361,850 N/A
10, Total recommended contribution, biweckly -9,953,582 N/A <28.379,218 N/A
11. Projected payroll used for developiug normal cost rate 17,234,852 N/A
N For Tiers 2 through 5, amounts are revised o reflect payroll as of June 30, 2010,
2 porcent of TOTAL payroll.
i3
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SECTION 2:

Valuation Resulis for the ity of Los Angeles Flre and Folice Pension Plan

CHART 14
Recommended Contribution (Continued)

June 30

2010

2009

Amount

% of Pavroll

Amount™

% of Payroli

Tier 3 Members

1. Tolal normal cosl $25,370,934 25.90% $23,904,087 24.40%
2. Expected employee contributions, discounted to beginning of year -7,540,952 S770% -7.533,706 -7.6%9%
3. Bmplayer normal cost: (13 -+ {2} 17,829,982 18.20% 16,370,381 16.71%
4, Actuarial accrued Hability 731,978,359 673,723,503
5. Valuation value of assets 592,579,557 865,321,184
&, Unfunded actuarial accrued liability 139,398,802 : 108,402,319
7. Ameriization of unfimded accrued liability 7,607,965 7.71% 5,300,045 5.41%
8. Total recommended contribution, beginning of year 23,437,947 2597% 21,670,426 22.12%
4. Total recommended cantribution, July 15 25,517,186 26.05% 21,739,004 22.19%
18, Total recommended contribution, biweekly 26,437,077 26.99% 22,542,338 23.01%
11. Projected payvoll used for developing normal cost rate 97,867,569 N/A
Tier 4 Members
1. Total normal cost $11,045,764 24 47% $10,366,638 22.97%
2. Expected employee conlributions, discounted to beginning of year 3,430,137 -7.60% -3,466,076 -7.68%
3. Employer normal cost: {1)+(2) 7,615,627 16.87% 6,900,562 15.29%
4, Actuarial accrued liability 379,858,147 348,027,397
3. WValvation value of assets 294 949,171 282,830,326
6. Unfunded achearial accrued Hability 84,868,976 65,197,071
7. Amortization of unfunded acerued lighility 4,390,930 $.73% 2,969,633 6.58%
8. Tatal recommended contribuiion, beginning of year 12,006,557 26.60% $,870,195 21.87%
9. Total recommended centribution, July 15 12,643,957 26.09% 8,901,786 21.94%
10. Tofal recommendead coniribution, biweeldy 12,478,140 27.63% 10,267,349 22.75%
11. Projected payrol! used for developing noermal cost rate 45,131,204 N/A
N Far Tiers 2 through 5, amounis are revised to reflect payrofl as of June 30, 2010,
{4
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Vaiuation Results for the City of Los Angeles Fire and Folice Pension Plan

CHART 14
Racommended Contribution {Continued]

2010

Sune 20

2009

Amount

% of Payroli

Amount”

% of Payroll

Tier 5 Members (withouf Harbor Port Police)

1. Total normal cost $341,051,080 28.73% $318,988,447 26.89%
2. Expected employee contributiuns, discounted 1o beginning of year -99 804,150 ~8.41% -100,121,327 -8.44%
3. Employer normalcost: (1} + (2) 241,246,930 20.34% 218,867,120 18.45%
4. Actuarial accrued liability 8.455,734,290 7,6089,646,616
5. Valuation value of assets 1,194,561,308 6,926,189,954
6. Unfunded actuariaf accrued liabitity 1,259,172,%48 763,456,652
7. Amortization of unfunded accrued liability 75,420,593 6.69% 47.094 985 3.97%
8. Total recommended contribution, beginning of yoar 320,667,523 27.03% 265,962,105 22.42%
9. Total recommended contribulion, July 15 321,666,399 1A% 266,792,494 22.459%
10. Total recommended contribution, biweekly 333,262,430 23.09% 276,638,549 23.32%
11, Projected payroll used for developing normal cost rale 1,186,271,650 N/A
All Tiers Combined (without Harber Port Police)
1. Total normal cost $381,996,225 2837% $357,635,101 26.56%
2. Dapected employee coniributions, discounted to beginning of year -116,843,027 -8.23% -111,360,5%8 -8.29%
3. Lmployer normal cost: (1} +{2) 271,153,198 20.14% 246,074,503 18,2
4. Actuarial accrued liability 15,492,473,305 14,794,496,667
3. Valuation value of asscts 14,200,695 479 14,240,510,266
6. Unfunded actuarial accrued Hability 1,291,777,826 353,986,341
7. Amortization of unfunded eccrued liability 94,165,917 6.99% 41,683,174 3.10%
8. Total recommended contrilbution, heginping of year 365,319,115 2113% 281,767,677 2137%
9. Total recommended contribution, July 15 366,457 086 27.21% 288,666,967 21.44%
10. Total recommended conirfbution, biweekly 379,667,809 28.19% 269,318,788 22.23%
11. Projected payroll used for developing normal cost rate 1,346,605,275 N/A
O For Trers 2 through 3, amonts are revised to reflect paproll as of Jure 30, 2010,
15
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SECTION 2.

Valuation Results Tor the Cify of Los Angeles Fire and Police Pension Plan

CHART 14
Recommended Contribution {Continued)

June 30
2008
Amount % of Payroil Amount” % of Payroll
Harbor Port Police (Tier 5)
1. Total normal cost 53,004,354 - 28.94% 52,829,915 27.26%
2. Expeeted employee contributions, discounted to beginning of year 889,352 ~8.57% -888,631 ~8.56%
3. Employer normal cost: {I}+ (2) 2,115,602 20.37% 1,941,284 18.70%
4, Acluarial accrued liability 22,151,008 22,649 084
3. Veiuation value of assets 18,885,183 16,100,150
6, Thfunded actvarial accroed lability 9,265,825 6,548,934
7. Amortization of unfunded acerued liabiliy 763,706 7.36% 584,462 5.63%
8. Total recommended contribution, begiuning of year 2,878,708 27.73% 2,525,746 24.33%
9. Total recommended contribution, Tuly 13 2,887,675 27.82% 2,534,051 24.41%
10, Total recommended contribution, biweekly 2,961,776 28.82% 2,627,482 25.31%
11, Projecied payroll used for developing normal cost rate 10,381,200 N/A
Al Tiers Combined
1. Total normal cost $385,000,579 28.37% $360,463,016 26.56%
2. Expecled employee contributions, discounted to beginning of year -111,732,379 -8.23% -112,449229 -8.29%
3. Employer normal cost: (1) + (2} 273,268,200 20.14% 248,015,787 18.27%
4. Actuarial acerued tahility 15,520,624,313 14,817,145,691
5. Valuation value of assels 14,219,580,662 14,256,610,416
6. Unfunded actuarial acorued liability 1,301,043,651 560,535,275
7. Amortizatipn of unfunded scerued linbility 94,929,623 6.99% 42,277,636 3.12%
8. Tatal recommended contribution, beginning of year 368,197,823 27.43% 290,293,423 21.30%
9. Total recommended conttibution, July 15 369,344,753 27.22% 291,201,018 21.46%
1. Total recommended contribution, biweekly 382,659,585 28.20% 301,946,269 22.25%
11, Projected payroll used for developing normal cost rate 1,356,986 475 N/A
W For Tiers 2 through 5, amounts are revised 1o reflect payroll as of June 30, 2010,
Ié




The chart reconciles
the contribution from
ihe prior valuation to
the amount determingd
in this valuation.
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SECTION 2:  Valuation Results for the City of Los Angeles Fire and Police Pension Plan

If paid by the City at the bgginniag of the year, the Reconciliation of Recommended Contribution
calculated normal cost is 20, 14% payroll. The remaining The chart below details the changes in the recommended
6.99% of payrol will amostize the unfunded actuarial contribution from the prior valuation to the current vear’s
accrued liability over an equivalent single amortization valuation.

period of about 17.8 years.

The contribution rates as of June 30, 2010 are based an all
of the date described in the previous sections, the actuarial
assumptions described in Section 4, and the Plan
provisions adopted at the time of preparation of the
Actuarial Valuation,

CHART 15
Reconciliation of Recommended Contribution from June 30, 2009 to June 30, 2010

Recommended Contribution as of June 3¢, 2009 $290,293,423*
Effect of increase on prior year amortization doliar amounts duc 1o percentage of payrell amortization $1,895,502
Effe(j.i of cuntribt}tions {more}/less than recommended contribution, from cne-veer delay between valuation and 4,591 804
rate implementation o
Effect of investment {gain¥loss 63,821,756
Eifeet of difference in actual versug expescted salary increase -19.901,524
Effect of retiree COLA more/(less) than assumed -14,248,659
Effect of other actuarial (gains)/losses 4,050,658
Effect of change in assumptions 37,695,463

Tetal change 77,904,400

Recommended Contributton as of June 30, 2010

$368,197.823

" Revived using payroil as of June 35, 2010.

¥




These graphs show key
(GASR factors.,
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SECTION 2:  Valuation Results for the City of Los Angeles Fire and Police Pension Plan

F. TNFORMATION REQUIRED BY GASB

Governmental Accounting Standards Board (GASD)
reporting information provides standardized information
for comparative purposes for governmental pension plans.
This information allows a reader of the financial statements
to compare the funding status of one govermmental plan to
another on relatively equal terms.

Critical information to GASB is the historical comparison
of the GASR required contribution to the actual
contributions. This comparison demonstrates whether a
plan is being funded on an actuarially sound basis and in
accordance with the GASB funding requirements. Chart 16
below presents a graphical representation of this
information for the Plan.

The other critical piece of information regarding the Plan’s
financial status is the funded ratic, This ratio compares the

actuarial value of assets to the actuarial accrued labilities
of the plan as calculated under GASE. High ratios indicate
a well-funded plan with assets sufficient to pay most
benefits. Lower ratios may indicate recent changes 1o
benefit stractures, funding of the plan below actuarial
requirements, poor asset performance, or a variety of other
changes.

The details regarding the calcudations of these values and
other GASB numbers may be found in Section 4,
Exhibits 11, 111, and IV,

CHART 16

Reguired Versus Actual Contributions

CHART 17
Funded Ratio
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SECTION 3:  Supplemental information for the City of Los Angeles Flre and Polics Pension Plan

EXHIBIT A
Table of Plan Coverage
Total
Year Ended June 30 Change From
Category 2010 2008 Frior Year
Active members in valuation:
Number 13,654 13,802 -1,1%
Avernge age 40.6 40.1 WA
Average service 13.6 132 N/A,
Projected total payroil $1,356,986,476 $1,357,248,936 0.0%
Projected average payroll $95,384 $9%,337 1.1%
Account balances $1,406,834,156 $1,340,594,249 4.9%
Total active vested members 4,698 4,468 3.1%
Vested terminated members:
MNumber 58 61 -4.9%
Avernge age 449 44,6 NfA
Average monthly benelit at age 50 $1,830 $1,708 7.1%
Retired members:
Number in pay status 7,085 7,612 1L.0%
Average age af retirement 515 51.4 N/A
Average age 69.0 68.7 N/A
Average monthiy benelit {includes July COLA) 35,128 $4,995 2.7%
sabled members:
Number in pay status 2273 2,304 ~1.3%
Avernge age ai relirement 44.] 44.% N/A
Average age 66,7 66.3 WA
Average monthly benefit {includes July COLA) £4,274 34,2135 1.4%
Beneficiaries:
Nuymber in pay status 2,399 2411 «(.9%
Averape age 768 76.8 NA
Average monthly benefit (includes July COLA) $3,688 $3,610 2.2%

19




SECTICN 3:  Supplemental Information for the City of Los Angeles Fire and Police Pension Plan

EXHIBIT A

Table of Flan Coverage
i, Tier 1
Year Ended June 30 Change From
Category 2010 2002 Frior Year
Active members in valuation:
Number 0 0 N/A
Average age N/A N/A N/A
Average scevice N/A N/A WA,
Projected total payroil N/A N/A N/A
Projectsd average payroll M/A WA N/A
Account balances M/A N/A N/A
Total active vested members N/A N/A N/A
Vested terminated members:
Nurtber a 0 N/a
Average age /A NIA N/A
Average monthly bencfit at age 30 Nia N/A NiA
Retired members:
Number in pay stafus 142 153 ~7.2%
Average age at retirement 46.2 46.2 N/A
Average sge #4.3 339 NIA
Average monthly benefit {includes July COLA) 52,176 $2,151 1.2%
Disabled members: :
Numbet in pay status 143 157 -8.9%
Average age at refirement 37.2 374 N/A
Average age ‘ 805 80.0 N/A
Average monthly benefit {includes Iuly COLA) 52,679 $2,634 L%
Beneficidries:
Number in pay status d64 499 -7.0%
Average age 34.2 84.3 NIA
Average monthly benefit (includes July COLA]J 52,432 $2,426 0.2%

20
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SECTION 3: SBupplementa!l Information for the City of Los Angeles Fire and Police Pension Plan

EXHIBIT A
Table of Plan Coverage
ii. Tler 2
Year Ended June 30 Change From
Category 210 2002 Frior Year
Active members in valuation:
Number 140 167 ~16.2%
Average age 54.4 53.6 N/A
Average service b5 347 N/A
Peojected total payrolt §17,234.853 $20,342,725 -15.3%
Irojected average payroll $i23,106 $i21,813 1.1%
Account balances $31,424,253 536,129,703 -13.0%
Total active vested members ' 140 167 -16.2%
Yested terminated members:
Number Q 0 NIA
Average age NIA MN/A N/A
Average monthly benetit at age 50 WA WA NiA
Retired members:
Number in pay status 5,382 5,528 -2.65%
Avetage age at retiremont 50.5 50.6 NIA
Average age 718 73 N/A
Average monthly benefit (includes July COLA) 54,619 §4,556G 1.4%
Disabled members:
Number in pay stafus 1,757 1,788 -1.7%
Average age at retirement 453 45.4 NIA
Average age 69.0 68.1 N/A
Average moathly benefit {includes July COLA) 34,545 34,492 1.2%
Benefieiavies:
Number in pay status 1,770 1,764 0.3%
Average age 77 76.9 NIA
Average monthly benefit {includes July CQLA) $3,971 53,855 1.7%
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SECTION 3: Supplemental information for the City of Los Angeles Fire and Police Pension Plan

EXHIBIT A
Table of Plan Coverage
{ii. Tler 3
Year Ended June 30 Change From
Category 2014 2008 Prior Year
Active members in valuation:
MNumber 954 977 -2.4%
Average age 44.4 43,4 N/A
Average service 16.2 153 N/A
Projected lotal payroll $97.967,569 $99,548,367 -1.6%
Projected average payroll $102,691 104,892 0.8%
Account balances $105,500,438 599,025,662 6.3%
Total active vested members 949 967 -1.9%
Vested terminated members:
MNumber ] 52 54 ~7.1%
Average age . 44.6 44.4 N/A
Average monthly benefit at age 50 31,652 $1,57¢ 4.6%
Hetired members:
Numiber in pay status 129 116 11.2%
Average age at retirement 32.5 52.7 N/A
Average age 58.9 588 N/A
Average monthly benefit (includes July COLA) $2,439 £2,450 ~0.4%
Disabled members:
Nuomber in pay status 243 238 2.1%
Average age at refirement 39.6 39.5 N/A
Average age 51.8 510 WA
Average monthly benefit {includes July COLA} $3.237 $3,175 2.0%
Beneficiaries: '
Number in pay statug ’ T 73 -2.7%
Average age 48.5 43.0 /A,
Average monthly benefit (includes July COLA) $3,770 $3,760 1.9%

- 22
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SECTION 3: Supplemental Information for the City of Los Angeles Fire and Police Pension Plan

EXHIBIT A
Tabie of Pian Coverage
iv. Tier 4
Year Ended Juns 30 Change From
Category 201G 2008 Prior Year
Active members in valuation:
Number 422 435 ~3.0%
Average age 42.1 41.2 N/A
Average service 17.6 167 MN/A
Projected total payroll 545,131,204 546,215,489 -2.3%
Projected average payroli $106,944 $106,243 0.7%
Account balances 554,597,662 $52,208,166 4.6%
Total sctive vestod meimbers 204 183 10.2%
Vested terminated members:
Number H 0 N/A
Average age N/A /A N/A
Avernge monthly bensfit af age 50 N/A N/A MIA
Retired members:
Number in pay status 117 106 16.4%
Average age gt relirement 45.2 453 Ni&
Average age 59.4 49.4 N/A
Average monthly benefit (includes July COLA) $3,873 $3,777 2.5%
Disabled members:
MNumber in pay slatus 40 4G 0.0%
Avetage nge at retivement 42.1 42,1 NiA
Avetage age C49.0 48.0 NiA
Average monthly benefit (includes July COLA) 54,274 54,215 1.4%
Beneficiaries:
Number in pny status 3 3 0.0%
Average age 47.6 44.6 N/A
Average monthly benefit (includes July COLA) $7.503 $7,399 1.4%
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SECTION 2: Supplemental Information for the City of Los Angeles Fire and Folice Pension Plan

EXHIBIT A

Tabla of Plan Coverage
w. Tier § (without Harbor Port Police)

Year Ended June 3§

Change From

Category 2010 2009 Prior Year
Active members in valuation:
Number 12,023 12,108 -0.T%
Average age 40.1 39.6 /A
Average service 13.2 12.7 N/A
Projected total payroll $1,186,271,650 $1,181,379,305 0.4%
Projected average payroll 398,667 $97.570 1.1%
Account batances $1,211,154,61¢6 $1,149,935,194 5.3%
‘Totai active vested members 3,394 3,138 8.2%
¥ested terminated members:
Number 6 3 20.0%
Average age 47.7 46.6 N/A
Average monthly benefit at age 50 83,368 $3,151 6.9%
Hetirved members:
Number in pay status 1,814 1,708 12.1%
Average age at retirement 4.9 55.1 NiA
Averape age 615 51.1 /A
Average monthly benefit {includes July COLA} $7,037 86,917 1.7%
Disabled members:
Number in pay status 838 7% 11.4%
Average age at retirement 434 43.5 N/A
Average age 47.3 46,7 NfA
Average monthly benafit (lnciudes July COLA) $4,313 $4.204 2.6%
Beneficiaries:
Mumber in pay slatus 82 72 13.9%
Average age 52.3 53.9 N/A
Average enonthty benefit (includes July COLA) $5,557 $3,551 0.1%
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SECTION 2:  Supplemental Information for the City of Los Angeles Fire ahd Folice Pensjon Plan

EXHIBIT A

Tabie of Plan Coverage
vi. Harbor Port Police (Tier §)

Year Ended June 30 Change From

Category 2010 2009 Prior Year
Active members in valuniion:
Number 1135 1t5 (.0%
Average age 36.1 35,1 NA
Average service : 6.5 5.9 N/A
Projected total payroll 190,381,200 $9,763,050 6.3%
Projecied average payroll $90,271 $84,856 6.3%
Account balances 34,157,187 $3,295,535 26.1%
Total active vested members ‘ I it 0.0%
Vested terminnted mensbers:
Mumber 0 M N/A
Average age N/A N/A N/A
Average monthly benefit st age 50 N/A N/A N/A
Retired membera:
Number in pay status H i 6.0%
Aversge age et retirement 57.0 57.C¢ DA
Average age 61.0 GO0 N/A
Average monthly benefit (includes duly COLA) $5,961 $5,879 1.4%
Disabled members:
Number in pry status 2 2 C.0%
Average age af retirement 40.1 46,1 N/A
Average age 452 447 N/A
Average monthly benefit {includes July COLA} ' $4,576 §4,506 1.0%
Beneficiaries:
Number in pay status 0 0 N/A
Average age N/A N/A N/A
Average monthly benefit (facludes Fuly COLA) N/A N/A A
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SECTION 3:  Supplemental Information for the City of L.os Angeles Fire and Pollce Pension Flan

EXHIBIT B

Members in Aclive Bervice and Projected Average Payroll as of June 30, 2010
By Age and Years of Service

Total
Years of Service
Age Total -4 -8 10-14 1519 20-24 25-29 30-34 35-39 440 & over
Under 25 448 448 - - - - - - - -
368,009 $68,0G9 - . - - - - .
25-29 1,707 1,558 149 - - - - - - -
78318 76,823 $93,947 - o .- - - o .
30 - 34 1,566 889 877 200 - - - - - -
89,023 79,627 95878 5100287 - - - - - -
15-139 2,414 150 676 1,184 194 - - - - -
0T 407 77,123 95,296 102,368 $109,582 - - - - -
40 - 44 2,473 113 274 920 736 429 1 - - -
104,227 77,096 95,677 101,838 108,223 §113,371  §110,548 - - -
45-49 2211 35 69 269 478 1,087 267 6 - -
110,105 80,346 95,824 100,904 167,435 113,207 118,800 §12),687 - -
50-54 1,542 4 12 86 120 437 701 2] - -
115,601 73915 98,227 99,886 106,660 11,998 116,556 127.746 - -
55-30 51 1 i 27 18 04 250 210 a7 -
114,841 46,678 99,577 100,796 106,099 109,797 113,173 120430 $118,092 -~
60- 64 130 -- - 7 3 4 15 48 28 1
118,270 - - 105,05t 97,267 114,006 111,870 118,121 123,567 $130,072
65 - 6% il e - 2 t 1 1 - 4 2
110,506 - - 101,945 136441 110,409 102,537 - 109,857 111,433
70 & over i - - - - 1 - - - -
- 95,259 - - - e 95259 - — - -
Totat 13,654 3,308 2,059 2,705 1.550 2.05¢ 1,255 346 7 3
$99,384 $76,459 05007  31G1814  S108476  SII281% 5116438  $124426 S119615 3117646
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BECTION 3: Supplemental information for the City of Los Angeles Fire and Police Pension Plan

EXHIBIT B

Members in Active Service and Projected Average Payroil as of June 30, 2010
By Age and Years of Bervice
i. Tier 1

Years of Service

Age Total -4 58 10-14 1619 20-24 25-29 30-34

35-39

4G & over

Under 25 -- -- .- - - o -

25.79 - .- - - .- .- .-

30- 3 .- .- . - - .- - --
35- 19 . - - -- -- .- -- --

40 - 44 -- .- -- -- -- .- -- --

45.49 -- - -- -- . - - -

65-69 -- - -- - - - -
TG & over .- -- - - - -
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SECTION 3:  Supplemental Information for the City of Los Angelss Fire and Police Pension Plan

EXHIBITB

Members in Active Service and Projected Average Payroll as of June 30, 2010
By Age and Years of Service
i, Tier 2

Years of Service

Age Total -4 5-9 10-14 15-138 20-24 25-29 30-34 35-39 40 & over
Under 23 - - - - - - - - -
25-79 - - - - P - - - - -
30- 44 -~ - - - - - - - - -
35-19 -- - - - - - - - “ -
40 - 44 - - - - - - - - w -
45-49 © 3 - - -- - - 2 | - -
F1i5,001 -- -- - - -- £114,857 $115,320 - -
S0-354 94 - - - - -- 22 72 -
125,240 - - - - - 121,909 126,258 - -
55-39 13 - - - - - 8 24 I -
117,503 - -- - - - 197,193 121,373 §$107,448
60 - 64 by -- - - - - = ] t -
125,492 - e - - - - 121,46¢ 157,749 -
65+ 69 ! - - -- - - - - 1 -
109,892 - - - - - - - 109,892
T0 & over - - - . . - . - .- =
Tatat 140 - -- - -~ - 32 105 3 -
’ 5123.106 - n - - — F117.789 $124 672 $125.030 -~
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SECTION 3

Supplemental Information for the City of Los Angeles Fire and Police Pension Plan

EXHIBITS

Members In Active Service and Projected Average Payroli as of June 30, 2010

By Age and Years of Service

fii. Tier 3
Years of Service
Age Total 0-4 5-9 10-14 15819 20-24 25-29 30-34 35-3% 40 & over
Under 25 - - - - - - - E -
25-29 - - - - - - - - -
30-34 7 - - 7 - - - - - -
96,888 - $96,888 - - - - - -
35-39 231 I 194 16 - - - - -
101,251 $90,495 - 100,334 $106.491 - - - - -
40 - 44 333 - | 174 113 40 - - - -
102,720 - $108,165 99,487 105,430 $108,648 - - - -
45-49 241 b 2 53 77 k| 5 - - -
103,803 63,574 86,802 100,405 103,538 196,061 $112,213 - - -
50 54 g9 - - 33 28 19 9 - - -
132,520 - - 100,868 101,544 105,577 105,255 - - -
55-59 38 - - H4 i) 12 2 - - -
104,699 - - 99,565 105,014 108,991 10511 " - -
&0 - 64 i - - 7 2 - 2 - - -
103,626 - - 105,05} 99,123 - 103,142 - - -
65«69 3 - - z t - -- - - -
113,443 - - 101,945 136441 - - - - -
T & over 1 - - - - i - - - -
95359 - - - - 05259 - . - -~
Tolal 954 2 3 484 72 175 i3 - - -
$102,691 $77.035 $93.923 $100,088 $104.634 §106,739  $107.537 - - -
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SECTIONM 3:  Supplemental Information for the City of Los Angeles Fire and Police Pension Plan

EXHIBIT B

Members in Active Service and Projected Average Payroll as of June 30, 2010
By Age and Yeara of Service

v. Tier 4
Years of Sarvice
Age Total -4 59 1044 15-19 20-24 25-29 30-34 35.39 40 & over
Under 25 - . - - - - - - - -
25729 - - - - - - - - - -
30-34 77 - 47 30 - - - - - -
$98,805 - £96,590 $97,142 - - - - -
35-3% 92 - 28 59 5 - - - - -
98,616 - 56,710 98909 $105,834 - - - -

40 - 44 95 - 6 13 16 66 - - - -
10,015 -- 96,573 93,408 11668 §114,518 - - - -

4549 140 - 5 4 4 52 45 - - .
112434 - 9 404 96,404 101,222 111,567 $11706 - - -

50 - 54 46 - 1 - - 3 1y | - -
120,479 - 103,452 - - 114,405 121,698 $120,338 -
55-59 2 - - - - - 2 - - -
121,625 - - - - - 120,525 - - -

80 - 64 - . - - - - - - - -
65 - 69 - - - - - - - - - -
70 & over - e - - - - - - — .
Total 422 - 87 106 25 7 86 1 - -
$106,546 - $96,868 $97.639  §108,83¢  $113202 5119798 $120338 - -
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SECTION 3

Supplemental Information for the City of Los Angeles Fire and Police Pension Plan

EXHIBITB

Members in Active Service and Projected Average Payroll as of June 30, 2010

By Agea and Years of Service

v. Tier 5 {without Harbor Port Police)

Years of Service

Age Total G-4 -3 10-14 16-19 2024 26-29 30-34 36-3% 44 & over
Under 25 444 444 - - - - . - - -
367,943 $67,943 - . - - - - - o
25-29 1,671 1,529 148 - - - - . - -
78,271 76,762 $93.852 - - - - - - -
1034 1,851 361 827 163 - - . - - .
38,759 79,627 95942 5101011 - - - -~ - -
35139 2,073 337 644 939 153 - - - - -
97,234 76,883 96,271 103,048 $1104432 - - - - -
40 - 44 2,634 109 264 730 601 128 i - - -
104,242 76,738 95,604 102,520 10070 $113.736  3110,545 - - -
45.49 1,847 1 50 210 196 930 215 3 - -
110747 75,633 95,226 1012:6° 108,308 114,051 119,313 $125,360 - -
50-54 1,406 4 11 52 91 410 629 209 - -
115,551 73,915 97,752 93,777 108,039 111,963 F1&6,707 128,294 - -
55-59 574 1 2 i3 3 33 236 185 16 -
115429 46,678 99,577 101,592 107,456 110,063 113,452 21491 §U18303 ~
6064 110 - - - | 8 3 40 27 :
116,780 - - - 51,555 114,096 112,399 117,453 22,301 30,072
65-69 7 - - - - i ! - 3 2
109,335 - - - - 110,409 162,537 - 109,845 111,433
70 & over - - - - - - - - - -
Total 12,023 3316 1956 2167 §250 1,761 1115 439 16 3
598,667 876314 $05.850  Si02411  $109282 §1U3,316  BLI63VS  3(24.406  $119402  $117,646

3
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SECTION 31 Supplemental Information for the City of Los Angeles Fire and Police Pension Plan

EXHIBITB
Members In Active Service and Projected Average Payroll as of June 30, 2016

By Age and Years of Service
vi. Harbor Port Pelice {(Tier &}

Years of Service

Age Total -4 59 1014 1519 20-24 25-29 30-34 35-39 40 & over

Under 23 4 4 - - e - - - - -
75,353 £75,383 - - - - - - - -

25-2% 30 29 | - P -- - - - -
BO,965 80,033 107,989 - -- - -- - - o

30-34 31 28 3 - - -- - - - o
81,257 19,635 96389 - - - - - - .

35-39 18 12 4 2 - - - - - -
88,004 82,749 97434 5100673 - - = - e -

40 - 44 i 4 3 3 1 n - - - -
07,054 86,860 . BB 169 108,884 £128,592 - e - - o

4549 10 3 2 2 ! 2 B - - -
116,163 134,636 113,854 90,317 $6,542 $131,422 - . - -
50- 54 7 O - I 1 3 2 - & -
130,442 -- - 125,158 125,302 153,631 5100872 - - -
5559 4 - -- - -- 1 2 1 -
101,376 - - - - 97,345 98,384 111,390 -

60 - 64 - - -- -- - - -- - - -
65 - 69 - - - - - -~ - - - -
70 & over .- - - - - - . - - s
Tatal 115 80 13 8 3 [ 4 | - -
350,271 582,456 $98.393 51047124 $113,612 136,847 399 6523 $111,260 - =
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SECTION 3:

Supplemental Information for the City of Los Angeles Fire and Pollce Pension Plan

EXHIBITC

Reconciliation of Member Data

Vested
Active Former ) Retired
Nembers Members  Disableds Members Beneficiaries Total
Number as of June 30, 2009 13,802 61 2,304 7612 2,411 26,190
New members 299 N/A NIA N/A N/A 299
Terminations — with vested rights -3 5 ¢ U 0 1
Retivements -259 -G M/A 268 N/A 0
New disabilities -14 0 14 ¢ N/A 0
Died with or without benefciary -8 0 -45 =200 =21 274
Refund of member contributions -162 0 0 ¢ O -162
Rehired i -1 { 0 MIA 4]
Diata adjustments Q z 4] 3 [H 1
Number as of June 30, 2010 13,654 58 3,273 7,685 2,390 26,060
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SECTION 3 Bupplemental Information for the Clly of Los Angeles Fire and Police Pension Plan

EXHIBITD

Summary Statement of income and Expenses on an Actuarial Value Basis for All Retiremesnt and Health Subsidy

Benefits Assetls

Year Ended June 30, 2010

Year Ended Jfune 30, 2009

Contribuiion income:

Empioyet contributions $357,165,140 $326,876,839
Employee confributions 106,411,530 103.685.447
MNet contribution income $5463,576,770 5430,562,280
Y{uvestment imeome:
Interest, dividends and other ingome $555,187,632 $325,640,062
Recognition of capital appreciation -130,353,250 299,128,674
Less investment and administrative fees -04.092.478 ~G7.421.953
Met investment income 366.741.904 557.346.783
Tata! income available for benefifs 5824,318,64 $587,909,009
Less benefit payments -$833,749,429 «$842,565,358
Change in reserve for future benefiis -$29,430,755 $145,343,711
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SECTION 3:  Supplemental information for the CHy of Los Angeles Fire and Police Pension Plap

EXHIBITE

Summary Statement of Assets for Retirement and Health Subsidy Benefiis

Year Ended June 30, 2010

Year Ended June 30, 2009

Cash equivalents $5,299,376 $1,274,686
Accounts receivable:
Accrued intevest and dividends $36,902,239 343,657 544
Centributions 3,803,162 7,279,113
Due from brokers 81,424 853 155,504,291
Total accounts receivable 122,132,254 ’ 206,440,948
Investments:
Equities $8,139,691,423 $7,199,002,334
Fixed incame tnvesiments 3,306,620,533 3,070,686,821
Res! estate 1,035,003,872 1,003,947,049
Securities lending collateral Q 273,474,449
Total investments at market value 12,481.315.874 11.547,110.653
Total assels $12,608,747 458 $11,754,826,287
Less accounts payable:
Accounts payable and benefits In proccss -§20,540,302 -522,294,858
Dus to brokers -115,187,861 -193,625,426
Mortgage payable -274,050,944 +289,062,819
Securities lending coflateral ——n0 272,474,449
Total sccounts payable -5409,779,107 ~$778,457,552
Met assets at market value 812198968351 $310,976,368.735
Net assets at actuarial value $15.036,856,639 M
Net assets at valuation value {refirement benefits) $14.219 580 662 514.256,610416
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SECTION 3:  Supplemental Information for the City of Los Angsles Fire and Police Pension Plan

EXHIBITF
Development of the Fund Through June 30, 2010 for All Retirement and Health Subsidy Beneflis Assels

Net Actuarial Value of
Yaar Ended Empioyer Employee Investiment Benefit Assets at
June 30 Contributions Contributlons Return'” Payments End of Year

2005 5167,364,751 575,652,949 $251.274,616 . $604,674,609 $12.231,312,791
2006 175,359,083 79,402,694 901,268,460 652,157,960 12,735,185,068
2007 285,167,278 91,263,474 1,500,968,304 800,819,286 13,902,764,838
2008 333,672,743 98,074,219 1,414,391,128 827,959,245 14,920,943,683
200% 326,876,839 103,685,447 587,346,783 842,565,358 15,066,287,394
010 357,165,140 106,411,630 360,741,904 853,749,429 15,036,856,639

0 et of investmea! fees and adminisirative expenses
B fnchdes §6,220,078 (discounted to 86,058,513) of Harbor Port Police assets transferred in October, 2007,
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SECTION 3:  Supplemental information for the City of Los Angeles Fire and Police Fenslon Plan

EXHIBIT G
Development of Unfunded Actuarial Accrued Liabiiity for Year Ended June 30, 2010

1. Unfunded actuarial accrued liability at beginning of year $560,535,275
2. Normal cost al beginning of year 360,386,169
3. Total conlributions -350.978,488
4. Inlerest 30,210,958
5. Expested unfunded actuarial acerued lability: {11+ (2)+ () + (4} 614,203,914
6 Actuarial (gain)/Toss due to all changes:
{a) Investment loss 756,278,190
(b Salary ircreasss less than expected -2353,827,307
(¢) COLA increases less than expecled [or relirees -168,830,035
(d) Other experience loss 16,044,927
(e) Total changes 367,665,775
7. Change in actuarial assumptions 319,173,962
8. Unfunded setuarial asored linbility at end of year: (5) + (6e) + (7} $1.301.043.651
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SECTION 31 Supplemental Information for the Cify of Los Angeles Fire and Police Pension Plan

EXHIBITH
Table of Amortization Bases

Tisr1

Tvpe

Date Established

Annual Paymen

Years Remaining

Qutstanding Balance

Unfunded Actuarial Accrued Linbility
Totatl

07/G1/2010

$16,784,4%6
516,784,496

27

$202,258,850
$202,258,850

Tiar 2

Type

Diate Esfablished

Annual Payment®?

Years Remaining ' Outstanding Balance

Unfunded Actuarial Acorued Linbility
Experience Loss

Expericnce Loss

Assumption Change

Total

07/01/2010
07/0172009
070172010
07/01/2010

-$36,279,537
4,637,378
17,524,243
79,849
-$14,038,067

27
4
13
27

-5658,962,441
52,847,394
210,742,920
1,450,231
~5393,921,790

B Leve! dollar amartization.

@) Favel percentage of pavrol! amortization,
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SECTION 31 Supplemental Information for the City of Los Angeles Fire and Police Pension Plan

EXHIBITH
Table of Amortization Bases (Continued)

Tier3
Tyne Date Established Apnual Payment® Years Remaining Qutstanding Balance

Assumpiion Change $7/01/1989 -$1,745.756 9 -$13,817,793
Plan Amecndment ‘ 07/01/1990 28,949 10 250,616
Assumptiion Chenge G7/01/1999 -530,301 10 5,630,287
Assumption Change G7/01/1992 231,087 . 12 2,327,483
Assumption Change . 07/01/1995 -1,700,490 15 -2(,443,747
Experience Gain 07/01/1996 -39,368 ' i -39,368
Plan Amendment B7/01/899¢ 228,955 16 2,892,586
Asset Meathod Change ¢7/01/1996 -1,480,033 16 -18,700,459
Experience Gain 07011997 -2,629,200 Z -5,172,997
Experience Gain 07/01/1998 4,023,310 3 o -11,682,113
Plan Amendment G7/01/1998 418,679 18 5,775,149
Assumption Change 07/0175998 704,172 18 9,714,174
Experience Cain 07/01/1999 6,096,084 4 -23,221,757
Expericnes Gain 07/01/2000 6,984,797 5 -32,727,65¢
Plan Amendment B7/01/2000 68,320 20 1,016,679
Experience Gain Q7/01/200¢ -5,302,39%0 G «29,340,012
Assumption Change 07/01/2001 -2,044.681 zl -31,483,309
Experience Loss 072/01/2002 13,601,431 i 86,418,300
Experience Loss 07/01/2003 17,577,699 8 125,631,964
Experience Loss 07/01/2004 1,104,025 2 2,738,440
Assumption Change 07/01/2004 -570,526 24 -9.612,793
Experience Loss 07/61/2005 2,236,211 i 18,367,116
Assumption Change 07/01/2005 1,751,973 25 30,312,125
Experience Loss 07/01/2006 1,617,179 1 15,163,863
Assumption Change 07/012006 1,796,330 24 31,866,370
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SECTION 3:  Supplemental lnformation for the City of Los Angeles Fire and Police Pension Plan

EXHIBITH

Table of Amoriization Bases (Continued)

Tier 3
Type Date Established  Annual Payment'"  Years Remaining  Qutstanding Balance

Experisnce Gain 0215172007 -1,544,604 1% -21,308,066
Assumption Change GF01/2007 . «295,023 27 -5,358,046
Experience Gain 06172008 1,506,106 15 -18,112,116
Assumption Change 07/01/2008 451,881 28 8,393,002
Experience Loss 070172009 281,452 14 16,045,000
Experience Loss 0716172010 178,327 5_5 2,144,522
Agsumption Chonge Q7/a12010 1,343,270 30 25,997,606
Total $7.607.965 $139,298,802

D Level percentage of payroll amortization.
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SECTION 3:  Supplemental information for the City of Los Angeles Fire and Police Pension Plan

EXHIBITH

Table of Amartization Bases (Continued)

Tierd

Type

Date Esiablished

Annuat Payment™”

Years Remaining

Cutstanding Balance

Assumption Change
Plan Amendment
Asgsumption Change
Assumption Change
Assutnption Change
Experience Gain
Plan Amendment
Asset Method Change
Experience Gain
Experience Gain
Plan Amendment
Assumption Change
Experience Gain
Experience Gain
Plan Amendiment
Experience Gain
Assumption Change
Expericnee Loss
Experience Loss
Expetience Loss
Assumption Change
Experience Loss
Assumption Change
Expetience Loss

Assumption Change

Q7/01/1989
07/01/1990
07/61/1990
07/01/1992
070171995
Q7/01/1589¢6
070171996
07/01/1996
07/01/1997
07/01/1998
07/01/1998
07/01/1998
07/01/1999
§7/01/2000
G7/01/2000
G7/G1/2001
07/01/2001
(70172002
07/01/2002
07/01/2004
07/01/2004
07/01/2005
0710172005
07/G1/2006
0710172006

-$684,736
11,346
-254 880
90,570
666,495
-15,429
89,737
-580,088
-1,030,496
-1,576,907
164,098
275,995
-2,389,316
22,737,640
26,622
-1,226,006
-342,227
2,291,695
6,917,249
1,108,713
.342,429
1,371,227
902,112
597,913
891,534

9
1
10
12
13

i
i6
16

Z

3
18
15

4

3
20

G
2i

7

24
10
23
il
26

-$5,415,783
98,235
-2,206,748
912,239
-B.015,128
15,429
1,133,346
-7.329,509
2,029,318
A 5TETIE
2,263,763
3,807,401
-9,101,596
~12,827,363
396,160
-6,783,925
-5,269,501
14,560,558
49,439,215
8,775,544
-5,769,597
11,872,049
15,608,079
5,606,472
15,815,543
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SECTION 3:  Supplemental Information for the City of Los Angeles Fire and Police Pension Plan

EXHIBITH
Table of Amortization Bases {Continued)

Tier 4
Type Date Established Annual Payment!” Years Remaining Outstending Balance

Fxperience Gain 07/01/2007 -658,604 18 -8.085,558
Assumption Change (770172007 ~176,968 27 -3.214,348
Experience Gain 07/01/2008 -364,7003 15 -4,3R5,84 ¢
Asgumption Change 07/01/200R 506,139 28 11,072,379
Experience Loss 07/61/2009 1,034,737 14 11,791,825
Experience Loss 07101/2010 398,647 135 4,794,050
Assumption Change : 67/01/2019 (69,020 . 30 12,948,180
Total $4,390,930 $84,868,976

W evel perceniage of payreil amortization.
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SECTION 3: Supplemental Information for the City of Los Angeles Fire and Police Pension Plan

EXHIBITH
Table of Amortization Bases (Continued)

Tier 8 {without Harbor Fort Police)

Type Date Established Annual Payment"” Years Remaining Outstanding Balance
Original Bage 710172002 -510,794,218 22 -$171,601,123
Fxperience Gain G7012003 -36,441.295 3 «260,454,540
Experience Loss 07/01/2004 11,636,298 9 92,102,178
Assuwmplion Change 07/01/2004 -15,881,810 74 -267,552,783
Expetience Loss (740172005 25,039,775 10 216,793,698
Assumnption Change G7/01/2005 27,064,099 25 468,255,217
Experience Loss G7/G172006 6,313,451 13 59,199,584
Assumption Changs 070172006 17,840,045 26 316477163
Experience Gain G7/03/2007 -14.828,749 : 18 -204,565,074
Asswmption Change 07/0172007 -4,181, 711 27 -75,954,402
Experience Gain 0740172008 -6,549,372 15 -78,653,166
Assmnption Change 740172008 17,585,378 28 326,621,634
Experience Loss F7/0172009 31,000,129 14 333,276,348
Experience Loss 07/01/2080 17,262,402 15 207,594,800
Assumption Change 07/01/2010 14,347, 11 30 377,673,454
Total $79,420,593 $1,259,172,988

M L ovef percentage of payroll amortization.
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SBECTION 3. Supplemental iInformation for the Clty of Los Angeles Fire and Police Pension Plan

EXHIBITH

Tabie of Amortlzation Bases (Continued]

Harbor Port Police {Tier 5)

Type Date Established Annual Payrnent‘” Years Remaining Outstanding Balance
Experience Gain HO2008 -$13,922 i35 -$167,43%
Assumption Change 07/01/2008 7,111 28 132,074
Experience Loss 07/01/2000 371,679 14 6,514,829
Experience Loss 7/61/2010 144 916 i5 1,742,728
Assumpiion Change 07012010 53,923 30 1,043,633
Total 8763,706 $9.265.825
) 7evel percentage of payroli amartization.
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SECTION 2: Supplemental Information for the City of Los Angeles Fire and Police Pension Plan

EXHIBITI
Section 415 Limitations

Section 415 of the Internal Revenue Code (TRC} specifies
the maximum benefits that may be paid to an individual
from a defined benefif plan and the maximum amounts that
may be allocated each year o an individual’s account in a
defined contribution plan.

A qualified pension plan may not pay benefits in excess of
the Section 413 limits. The ultimate penalty for non-
compliance is disqualification: active participants could be
taxed on their vested benefits and the [RS may seels to tax
the incorme eagned on the plan’s assets.

In particular, Section 415(b) of the [RC limiis the
maximum anrnual benefit payable at the Normal Retirement
Age to a dollar limit of $160,000 indexed for inflation.
That limit is $195,000 for 2010, Normal Retirement Age
for these purposes is age 62. These are the Hmits in
simplified terms. They must be adjusted based on sach
participant’s circumstances, for such things as age at
retirement, form of benefits chosen and after tax
contributions.

Benefits in excess of the limits may be paid through a
qualified governmental excess plan that meets the
requivemnents of Section 415(m).

Legal Counsel’s review and interpretation of the law and
regulations should be sought on any questions in this
regard.
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SECTION 3:  Supplemental Information for the City of L.os Angeles Fire and Police Pension Plan

EXHIBIT .
Definitions of Penslon Terms

The following list defines certain technical terms for the convenience of the reader;

Assumptions or Actuarial
Assumptions: The estimates on which the cost of the Plan is calculated including:

{a) Investment return — the rafe of investment yield that the Plan will earn over
the long-term future,

{b} Mortality rates ~- the death rates of emnployees and pensioners; life
expectancy is based on thesc rates;

{c} Retirement rates — the rate or probability of retirement at a given age; and
{d) Turnover rates — the rates at which emplovess of various ages are expeeted

to leave empioyment for reasons other than death, disability, or retirement.

Mormal Cost: The amount of contributions required to fund the cost of benefits allocated fo the
current year of service,

Actuarial Accrued Liability
For Actives: The equivalent of the accurmulated normal costs allocated to the vears before the
valuation date.

Actuarial Accrued Liability
For Pensioners: The single sum value of lifetime benefits to existing pensioners. This sum takes
account of fife expectancies appropriate to the ages of the pensioners and the interest
that the sum is expected to earn before it is entirely paid out in benefits.

Unfunded Aciuarial Accrued
Liability: - The extent to which the actuarial accrued liability of the Plan exceeds the assets of the
Plan. There is a wide range of approaches to paying off the unfunded actuarial accrued
liability, from meeting the interest acerual only to amortizing it over a specific period
of time, :

46




TQEGAL

SECTION 3:  Supplemental infermation for the City of Los Angelas Fire and Police Pension Plan

Amortization of the Unfunded
Actuarial Accrued Liability:

Investment Refurn:

Payments made over a period of years equal in value to the Plan’s unfunded actuarial
accrued liability,

The rate of earnings of the Plan from #ts investments, including interest, dividends and
market gain and loss adjustments, computed as a percentage of the average value of
the fund. For actuarial purposes, the investment return often reflects a smoothing of
the market gains and losses to avoid significant swings in the value of assets from one
year to the next.
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SECTION4: Renoriing Information for the City of Los Angeles Firs and Police Pension Plan

EXHIBIT I
Summary of Actuarial Valuation Results

The valuation was made with respect to the foliowing data supplied to us:

Liabilities
3. Present vatue of future benefits
Retired members and beneficizries
Inactive members with vested rights
Active members
Total

$38,602,997,838
16,079,826
10.982.511,532

1. Retired members as of the valuation date {including 2,390 beneficiaries in pay status) 12,348
2. Memberg inactive during year cnded June 30, 2010 with vested rights 58
3. Members active during the vear ended June 30, 2010 13,654
Fully vested 4,698
Not vested 8,936
The actuarial faciors as of the valuation date are as follows:
Assets
1. Yaluation value of retirement assets ($52,198,968,351 at merket value'! as reported by
LAEPP and $13,036,856,639 at actuerial value™) §14,219,580,662
2. DPresent value of future normal costs
Employes $1,220,194,712
Employer 2.860.770.192
Tatal $4,080,964 904
3. Unfunded actuarial acerued liability 1.301.043.651
4,  Present value of current and future assets 519,601,589,217

$19,601,588,217

Winctudes all assets for Retivement and Health Subsidy Benefits.
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BECTION 4:  Reporting Information for the City of L.os Angeles Fire and Police Pepsion Plan

EXHIBIT | {continued)
Summary of Actuarial Valuation Results

The determination of the recominended contribution is as follows:

1. Total normal cost $385,000,579
2, Expected employee coniributions -111,732.37

3.  Employer normal cost: (1) +{2) $273,268,200
4, Payment on projected unfunded actuarial accrued lability 94,929,623
3. Total recommended contribution; {3} + (4}, payable beginning of year 5368197823
6. Total recommended contribution: adjusted for July 15 payment $369,344, 753
7.  Total recommended coniribution: adjusted for biweekly payment 382,659,585
% Projected payroll 51,356,986,475
9. lem 3 as a percentage of projected payroll; (5} + () 27.13%
10. Ttem G as a percentage of projected payrell: (8) + (8) 27,22%
11, ltem 7 as a percentage of projected payroll: (7} + (8) 28.20%
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SECTION 4 Reporting Information for the City of Los Angeles Fire and Folice Pension Flan

EXHIBITH
Supplementary Information Required by GASE — Schedule of Emplover Contributions

Refiremeant Benefits

Plan Year Annual Reguired Actual Percentage
Ended June 30 Contributions Contributions Contributed
2005 $135,853,688 $135,853,688 100.00%
2006 143,945,302 . 143,945,807 100.00%
2007 224,946,082 234,946,082 100.00%
2008 261,635,491 261,635,491 100.00%
2009 238,697,929 238,697,929 100.00%
2010 250,516,858 250,516,858 100,00%

& igures include amounts transferred and contributed during the fiscal year that were related to the transfer of certain Harbor Port Police members from

the Los Angeles City Emplovees™ Relirement System,
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BECTION 4:  Reporting Information for the City of Los Angeles Fire and Police Fension Plan

EXHIBITIE
Supplementary information Required by GASZE ~ Schedule of Funding Progress

Retirement Benefits (Dollar Amounts In Thousands)

Unfunded/ UAAL as a
Yaluation Actuarial {Ovarfunded) Percentage of
Actuarial Value Accrued Liability AAL Funded Covered Covered
Yaluation of Assets {AAL) {UAAL) Ratio Payroll Payrall
Date (a) {b) (b} -{a) (@} (b {c) [k} - (a)]/ (5)
Q6/30/2005 $i1,634,114 $12,357,524 $723.411 94.1% $1,037,445 69.7%
06/30/2006 12,121,403 12,811,384 689,981 94.0% 1,092,815 63.1%
Q06/30/2007 13,215,668 13,324,089 108,421 99.2% 1,135,592 9.5%
Q06/30/2008 14,153,296 14,279,116 125,820 99.1% 1,206,589 10.4%
Q6/30/2009 14,256,611 14,817,146 560,335 96.2% 1,357,249 41.3%
Q6/30/2010 14,219,581 ]552(},625 1,301,044 $1.6% 1,356,286 95.9%
51
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SECTION 4 Reporting Information for the City of Los Angeles Fire and Police Pension Plan

EXHIBIT IV

Supplementary Informatlon Required by GASB

Valuation date
Actuarial cost method
Amortization methed

Asset valpation method

June 34, 201G
Entry Age Normal Cost Method

For Tier 1, level doliar amortization is used ending on June 30, 2037. For Tier
2, Tevel percent of payroll amortization is used ending on June 30, 2037 as a
percent of TOTAL valuation payroll. Actuarial losses are amortized over the
shorter of 15 years or the remaining amortization period ending June 30, 2037,

For other Tiers, level parcant of payroll with multipie layers. Actuarial
gains/losses are amortized over 15 years (21 and 17 years for gains/icsses
emerging at the June 30, 2007 and June 30, 2008 valuations, respectively), Plan
and assumption changes are amortized over 30 years.

Market value of assets less unrecognized returns in each of the last five years,
Unrecognized return is equal to the difference between the actual market retirn
and the expected return on the market value, and is recognized over a five-year
period. Unrecognized return established afler July 1, 2008 is recognized overa
seven-year period. The actuarial value of assets is further adjusted, if necessary,
{0 be within 40% of the market value of assets,

Actuarial assumptions:
Investment rate of return
Inflation rate
Real acrogs-the-board salary increase
Projected salary increases®
Cost of living adjustments

7.75%
3.50%
0.75%
Ranges from 4.90% to 10.09% based on age.

3.50% of Tiers | and 2 retirement income and 3.00% of Tiers 3, 4, and 5
refirement income.

Plan membership:

Retired members and beneficiaries receiving benefits 12,348

Terminated members entitled to, but not yet receiving benefits 58
Active members 11,654
"otal 26,060

* See Exhibit ¥ jor these increases.

TOEGAL
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SECTION 4:  Reporting Information for the City of L.os Angeles Fire and Police Pension Plan

EXHIBITY

Actuarlal Assumptions and Actuarial Cost Method

The following assumptions were adopted by the Board based on the Actuarial Experience Study as of June 30, 2007 and the
Economics Assumptions Study as of June 30, 2010,

Mortality Rates

Healthy:

Disabled:

RP-2000 Combined Healthy Mortality Table {separate for males and females) set back two years for
members,

RP-2000 Combined Healthy Mortality Table (separate for males and females) for beneficiaries.

RP-2000 Combined Healthy Mortality Table (separate for males ang females) set forward one year.

Termination Rates Before Retirement:
FPre-Retirement Moriality:

Rate {%}
Mortality
Age Male Female
20 0.03. 0.0z
25 0.04 .02
30 0.04 0.02
35 0.06 0.04
44 0.10 0.06
45 0.13 0.09
50 0.1% 0,14
55 0.29 . 022
60 (.53 0.39

All pre-refirement deaths are assumed to be service connected.
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SECTION 4:  Reporting Information for the City of Los Angeles Fire and Police Pension Plan

Termination Rates Before Retirement (continued):

Rate {%)
Disability”
Age Fire Palice
: 20 0.02 0.01
25 0.02 6.04
30 0.03 0.1
35 0.06 017
40 Q.13 0.31
45 £.29 (.49
50 0.56 (.58
55 2.08 1.14
60 6.00 1.59

* 0% of disabilities are assumed to be service connected.
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SECTION 4:  Reporiing information for the City of Los Angeles Fire and Pollce Pansion Plan

Termination Rates Before Hetirement (continued):

Rate {%)
Withdrawal (< & Years of Service)

Service Fira Folice
0-1 8.00 8.00
-2 4.00 4.50
2-3 3.00 3.50
3-4 2.00 3.50
4-35 2.00 3.00

Rate (%)
Withdrawal {5+ Years of Service}”

Age Firg Police
20 2.00 3.00
25 2.0 3.00
30 1.52 297G
35 (.80 2.20
40 ‘ ¢.55 1.70
453 030 1.20
50 6.00 (.00
55 (.00 G.00
60 ¢.00 0.00

*  No withdrawal is assumed after a member is eligible for refivement,
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SECTION 4: Reporting Information for the Clty of Los Angeles Fire and Police Pension Plan

Betirement Rates:

Rate{%}
Fire Police
Age Tiers 284 Tiers 385 Tiers 284 Tiers 385
41 1.00% 0.00% £.00% 0.60%
42 1.00 0.00 6.00 0.6G
43 1.00 0.00 ‘ 10.00 G.oo
44 1.00 0.00 10.00 0.00
43 1.0 0.00 500 0.00
46 1.00 0.00 8.00 0.00
47 1.0G 0.00 8.00 0.00
48 200 0.00 8.00 0.00
49 2.50 0.00 9.00 0.00
50 2.00 8.00 §.00 i5.06
3t 200 8.00 §.00 15.00
52 4.00 8.00 8.00 15.00
53 4.00 8.00 15,00 15.00
54 4.00 §.00 15.00 15.00
35 6.00 10.00 15.00 1300
56 16.0C 10.00 15.00 15.00
57 1G.00 16.00 15.00 18.00
58 10.00 12.00 25.00 20,00
59 16.00 15.a0 25.00 25.00
60 20.00 20.00 25.00 23.00
61 20.00 20.00 25.00 25.00
62 20,00 20.00 25.00 25.00
63 25.00 25.00 25.00 25.00
64 30.00 30.00 30.00 30.00
65 100.00 100.00 160.06 100.06
DROP Program: Far this valuation, of all members expected fo retire with a service retirement benefit,

we assume 2 90% DROP utilization rate if they also satisfy the requirements for
participating in the DROP. Members arc assumed to remain in the DROP for 4 years.
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SECTION 4

Repeoriing Information for the City of Los Angeles Fire and Police Pension Plan

Retirement Age and Benefit for
Inactive Vested Participants:

Unknown Data for Members:

Exclusion of Inactive Vesteds:

Definition of Active Members:

Percent Married/Domestic Partner:

Age of Spouse:

For defeired vested members, retirement assutnption is age 50,
We assuime that all deferred vested members receive a deferred vested benefit,

Same as those exhibited by members with similar known characteristics. If not
specified, members are assumed to be male.

All inactive participants are included in the valuation.

First day of biweskly payroll following employment for new department emplovees or
immediately following transfer from other city department,

Ba%

Wives are 3 years younger than their husbands.

Fuiure Benefit Accruals:

Consurmer Price Index:

Member Contribution and
Matching Account Credifing Rate:

Met Investment Beturn:

1.G year of service per year,

Increase of 3.50% per vear; benefit increases due to CPI subject to 2 1.0% maximun
for Tiers 3 through 5.

5.00%

7.75%, net of investment and administrative expenses
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SECTION 4:  Reporting Information for the Clty of Los Angeles Fire and Police Penslon Plan

Salary Inmcreases:

Annual Rate of Compensation Increase

Inflation: 3.50% per vear; plus 0.75% “across the board” salary
increases; plus the following Merit and Longevity increases
based on age.

Ade Additional Salary Increass
20 3.84%
25 4.99%
30 3.87%
35 2.75%
40 1.75%
43 117%
50 1.87%
55 1.69%
60 0.65%
Actuarial Value of Assels: The market value of assets less unrecognized retums. Unrecognized return is equal to

the difference between the actual and expected returns on a markef value basis,
Unrecognized returns established before July 1, 2008 are recognized over a five-year
period and unrecognized returns established after July I, 2008 is recognized over a
sever-year period, The actuarial value of assets is further adjusted, if necessary, ta be
within 40% of the market value of assets, '

Actuarial Cost Method: Entry Age Normal Actuarial Cost Method. Entry Age is the current age minus Service
Credit. Actuarial Accrued Liability is calewlated on an individual basis and is based on
costs allocated as a level percentage of compensation.
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SECTION 4:  Reporting Information for the City of Los Angeles Fire and Police Pension Plan

Funding Pelicy:

The City of Los Angeles Fire & Police Pension Plan makes contributions equal 1o the
Normal Cost adjusted by amount to amortize any Surplus or Unfunded Actuarial
Accrued Liability. Both the Normal Cost and the Actuarial Accrued Liability are
determined under the Entry Age Normal cost method. Any change in Surplus or
Unfunded Actuarial Accrued Liability due to actuarial gains or losses are amortized
over separate fifteen year perieds as a level percentage of payrell. Any change in
Surptus or Unfunded Actuarial Accrued Liability from plan amendments or plan
assumption changes arc amortized over separate thirty year periods as a level
percentage of payroll. Normal Cost and Actuarial Accrued Liability are calculated on
an individual basis and are allocated by service. For Tier 1, the Unfunded Actuarial
Accrued Liability is amortized using level dollar amortization ending on June 30,
2037, For Tier 2, the Unfunded Actuarial Accrued Liability is amortized using tevel
percent of payroll amortization ending on June 30, 2037 as a percent of total valuation
payroll, Under the Board”s funding policy, experience [oss for Tier 2 wouid be
amortized over the shoster of 15 years or the remaining amortization period ending
June 30, 2037.

Changes in Assamptiens:
Consumer Price Index:

Met Investment Return:

THEGAL

The following are changes in actuarial assumptions since the previous actuarial
valuation.

Increase of 3.75% per year; benefif increases due to CPI subjiect to a 3.0% maximum
for Tiers 3 through 5.

8.00%, net of investment and adminisirative expenses
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SECTION 4:  Reporting Information for the Clty of Los Angeles Fire and Police Fension Plan

Salary Increases:
Annual Rate of Compensation Increase

Inflation: 3.75% per year; plus 0.50% “across the board” salary
increases; plus the following Merit and Longevity increases

bagsed on age.

Age Additional Salary Increase
20 5.84%
25 4.99%
30 3.87%

35 2.75%
40 1.75%
45 1.17%
50 .87%
55 0.69%
60 0.65%
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SECTION 4:  Reporting Information for the City of Los Angeles Fire and Police Pension Flan

EXHIBIT VI
Summary of Plan Provisions

This exhibit summarizes the major provisions of the City of Los Angeles Fire & Police Pengion Plan included in the valuation.
It is not intended to be, nor should it be interpreted as, a complete statement of all plan provisions. For Tiers 1 through 4, the
section codes are from the Los Angeles Charter. For Tier 5 and the DROP program, the section codes are from the Los Angeles
Administrative Code.

Plan Year: July 1 through lune 30

Census Date: June 30

Service Hetirement Benefif:
Tier 1 (§ 1304)

Age & Service Requirement 20 years of service
Awnount
Years of Service Benefit
20 40% of Normal Pension Base
20 to 25 Additional 2% for each vear over 20 and under 25
25 50% of Normal Pension Base
251035 Additional 1 2/3% for each vear over 25 and under 35
354 66 2/3% of Normal Pension Base

61




TTSEGAL

SECTION 4:  Reporting Information for the Clty of Los Angeles Fire and Palice Pension Plan

Tier 2 (§ 1408)
Age & Service Reguirement
Amount

Tier 3 (§ 1504)
Age & Service Reguirement
Amount

Tier 4 (§ 1604)
Age & Service Requirement
Amouni

Tier 5 (§ 4.2004}
Age & Service Requirement

Amount

20 years of service

Years of Service
Less than 23
25+

Benefit
2% of Normal Pension Base per year of service

35% plus 3% per year over 25 to a maximum of 70% of Nonnal
Pension Base

Age 50 and 10 years of service

Years of Service

Benefit

Less than 20
20+

20 vears of service

Years of Servige

2% of Final Average Salary per year of service

For each additional year over 20, 3% of Final Average Salary per year
aver 20 to a maximum of 70% Final Average Salary

Benefit

20
20+

40% of Final Average Salary

For each additional year over 20, 3% of Final Avetage Salary per year
over 20 to a maximum of 70% Final Average Salary

Age 50 and 20 years of service

Years of Service

Benefit

20,
20+

50% of Final Average Salary

For each additional year over 20, 3% of Final Average Salary per year
over 20, except 30 year where 4% is provided, {0 a maximum of 90%
Final Average Salary

62




T SEGAL

SECTION 4:  Reporting Information for the City of Los Angeles Fire and Police Pension Plan

Deferred Retirement Option Plan
(DROP) (§4.2100 - 4.2209):

Eligibility

Benefits under DROP

Tier 2 25 years of service
Tier 3: Age 50 and 25 vears of service
Tier 4. 25 years of service
Tier 5: Age 50 and 25 years of service

DROP benefits (calculated using age, service, and szlary at the commencement
date of participation in DROP) will be credited {o a DROP account with interest at
5% annvally. Members are requived to make normal member contributions. DROP
benefits receive annual COLA while in DROP (limited to 3% for all Tiers),
Members may participate in DROP for up to five vears.

Mormal Pension Base:
Tier 1, 2 (§ 1302, § 1406)

Final monthly salary rate

Final Average Salary:
Tier 3, 4, 5 (§1502, §1602, §4.2002)

Monthily average salary actually received during any 12 consecutive months of
service

Cost of Living Benefit:
Tier 1(§ 1328)
Tier 2 (§ 1422
Tier 3 (§ 1516)

Tier 4 (§ 1616)

Tier 5 (§ 4.2015)

Based on changes to Los Angeles area consumer price index,

Based on changes to Los Angeles area consumer price index.

Based on changes to Los Angeles area consumer price index to 2 maximum of 3%
per year.

Based on changes to Los Angeles area consumer price index to & maximum of 3%
per year,

Based on changes to Los Angeles area consumer price index to a maximum of 3%
per year, excess banked.
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SECTION 41 Reporting Information for the City of Los Angeles Fire and Police Pension Plan

Death After Retirement:
Tier 1{§ 1314, § 1316)

Service Retivement

Service Conmecied Disability
Nonservice Connected Disability

Tier 2 (§ 1414)
Service Retirement

Service Conmnected Disability

Nonservice Connected Disability

Tier 3,4 (§ 1508, § 1608)
Service Retivement
Service Connected Disability

Nonservice Connected Disability

Tier 5 (§ 4.2008, § 42008.5)

Pension equal to the same percentage of the Member’s Normal Pension Base to 2
maximum of 50%,
50% of Member's Normal Pension Base.

40% of highest monthly salary as of Member’s retirement for basic rank of Police
Officer [T or Firefiphter 111, and the highest length of service pay.

Pension equal to the same percentage of the Member’s Normal Pension Base to 2
maximum of 55%.

50% of the Member’s Normal Pension Base, or §5% of the Member’s Normal
Pensicon Base if Member had at least 25 years of service at the date of death.

40% of highest monthly salary as of Member’s retirement for basic rank of Police
Officer {il or Firefighter 11, and the highest length of service pay (nonservice
connected pension base).

Pension egual to 60% of the pension received by the deceased Member.

If death occurs within three years of the Member’s effective date of pension, then
the eligible spouse or designated beneficiary shall receive 75% of the Final
Average Salary.

Otherwise, a pension equal 1o 60% of the pension received by the deceased
Member immediately preceding the date of dsath.

Pension equal to 60% of the pension received by the deceased Member
immediately preceding the date of death.

I former Tier 2 member, see Tier 2. Otherwise, see Tier 3,
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SECTION 4:  Reporting Information for the City of Los Angeles Fire and Police Penslon Plan

Death Before Retirement:
Tier 1(§ 1314, § 1316)
Eligible for Service Retirement
Service Requirement
Amount

Service Connected
Service Requiremert
Amount

Nonservice Connected
Service Requirement
Amount

Tier 2 (§ 1414)
FEligible for Service Relirement
Service Requirement
Amaouni

Service Connected
Service Reguirentent
Amouni

20 years of service,

100% of Member’s accrued service retirement Member would have received, not
o exceed 50% of Normal Pension Base.

None.
50% of Member’s Normal Pension Base.

5 years of service,

40% of highest monthly salary as of Member’s retirement for basic rank of Police
Officer 11T or Firefighter 111, and the highest length of service pay.

20 vears of sarvice,

100% of Member’s accrued service retirement Member would have received, not
to exceed 55% of Normal Pension Base.

None,

50% of the Member’s Normal Pension Base, or 55% of the Member’s Normal
Pension Base if Member had at least 25 years af service at the date of death.
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SECTION 4 Reporting Information for the City of Los Angeles Fire and Police Pension Plan

Nonservice Connected
Service Requirement
Amount

Tier 3, 4 (§ 1508, § 1608)
FEiigible for Service Retirement
Service Requirement
Amouat

Service Connected
Service Requirement
Amount

Nonservice Connected

Service Requirement
Amcunt

Basic Death Benefit

14

TOSEGAL

5 years of service.

40% of highest monthly salary as of Member's retirement for basic rank of Police
Officer H or Firefighter 111, and the highest length of service pay (nonservice
connecled pension base).

10 years of service for Tier 3, 20 years of service for Tier 4.

Higher of 30% of Final Average Salaey or, if eligible to retire based on years of
service, 80% of the pension the Member would have received not to exceed 40%
of Final Average Salary.

None.

75% of the Member’s Final Average Salary payabde 1o an eligible spouse or
designated beneficiary.

5 years of service.

30% of the Member’s Final Average Salary, or §0% of the service pension if the
Member was eligible to retire to a maximum of 40% of the Member’s Final
Average Salary.

If Member has at least one vear of service, in addition to return of contributions,
beneficiary receives the Member’s onewyear average monthly salary times years
of completed service (not to exceed 6 years). ‘
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Tier5 (§ 4.2008, § 4.2008.5)
Eligthie for Service Relirement
Service Requirement 20 years of service,
Amount For former Tier 2, 100% of Member's accrued service retirement Member would
have received, not to exceed 55% of Normal Pension Base. For former Tier 3, 4,
or 5, per section 1508(2), if member was eligible to refire based on vears of
service, 80% of service retirement Member would have been entitled to ar 30% of
Member's Final Average Salary, not to exceed 40% of Final Average Salary.
Service Cormected
Service Requirement MNone.

Amount 75% of the Member’s Final Average Salary payable to an eligible spouse or
designated beneficiary.

Nonservice Connected

Service Requirement 5 years of service,

Amount For former Tier 2, 40% of highest monthly salary as of Member’s retirement for
basic rank of Police Officer U1 or Firefighter 111, and the highest length of service
pay. For former Tier 3, 4, or 5, if member was eligible to retire based on years of
service, 80% of service retivement Member would have been entitled to or 30% of
Member's Final Average Salary; not to exceed 40% of Final Average Salary.

Busic Death Benejit If Member has at least one year of service, in addition to return of contributions,
" beneficiary receives the Member’s one-year average monthiy salary times vears
of completed service (not to exceed & years).
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SECTICN 41  Reporting Information for the City of Los Angeles Fire and Police Pension Plan

Disability:
Tier 1 (§ 1310, § 1312)
Service Connected
Service Requiremen!
Amount

Nonservice Conmected
Service Requirement
Amaorunt

Tier 2 (§ 1412)
Service Connecied
Service Requirement
Amount

Nonservice Connected
Service Requirement
Amount

Tier 3, 4, 5 (§ 1506, § 1606, § 4.20085)
Service Connecied
Service Requirement
Amount

Nonservice Connected
Service Reguirement
Amount

None.

50% to 90% of Nornmal Pension Base depending on severlty of disability,
with & minimum of Mermber’s service pension percentage rate,

5 years of service.

40% of highest monthly salary as of Member’s retirement for basic rank of
Police Officer UI or Firefighter III, and the highest length of service pay.

None.

50% to 90% of Normal Pension Base depending on severity of disability,
with a minimum of Member’s service pension percentage rate,

5 years of service.

40% of highest monthly salary as of Member’s retirerment for basic rank of
Police Officer Tl or Firefighter 111, and the highest length of service pay.

Nomne,

30% to 90% of Final Average Salary depending on severity of disability with
a minimum of 2% of Final Average Salary per year of service.

5 years of service,
30% 1o 50% of Final Average Salary depending on severity of disability.
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SECTION 4: Reporting Information for the City of Los Angeles Fire and Police Pension Plan

Beferred Withdrawal Retirement Benefit (Vested):

Tier 3 (§ 1304)
Age & Service Reguirement
Amount

Tier 3 (§ 4.2004)
Age & Service Requirement
Amount

Age 50 with 10 vears of service.
See Tier 3 Service Retirement.

Age 50 and 20 years of service.
See Tier 5 Service Retirement. Member s entitled to receive a service pension uging
Tier 3 retirement formula.

Member Normal Coniributions: Members are exernpt from making contributions if their continuous service exceeds 30
years for Tiers | through 4, and 33 years for Tier 5.

Tier 1 (§ 1324)
Tier 2 (§ 1420)

Tier 3 (§ 1514)
Tier 4 (§ 1614)
Tier 5 (§ 4.2014)

Normal contribution rate of 6%.

MNormal contribution rate of 6% plus half of the cost of the cost of living benefitic g
maximum of 1%.

MNormal contribution rate of 8%.

Normal contribution rate of §%.

Normal contribution rate of 9% with the City of Los Angeles paying 1% provided
that the LAFPP is at least 100% actuarially funded for pension benefits.

Chauges in Plan Provisions:

5106343v147916.002

There have been no changes in plan provisions, benefit amounts and eligibility
requirements since the last valuation.
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THE SEGAL COMPANY
160 Montgomery Sireet, Suits 500 San Francisco, CA 84104
T415.263.9200 F 415.263.8290  www.segalco.com

November 17, 2010

Board of Trusteey

City of Los dngeles Fire and Police Pension Plan
360 East Second Streef, Suite 400

Los Angeles, Cd 900724203

Dear Board members!

We are pleased to submit this Actuarial Valuation and Review of Other Postemployment Benefits (OPEB) as of June 30, 2011
under Governmental Accounting Standards Roard Statements No. 43 and No. 45, The report summayizes the actuarial data
used in the valuaiion, discloses the Net OPEB obligation (NOQ) as of Jure 30, 2010, establishes the Annual Required
Contribution (ARC) for the coming year, and analyzes the preceding year's experience. This report was based on the census
data provided by the Fire and Police Pension Plan. The actuarial calculations were completed under the supervision af
Patrick Twomey, ASA, MAAA and Dave Bergerson, ASA, MAAA, FCA,

This actuarial valuation has been compleled in aocordance with generally accepted actuarial principles and practices. To the
best of our knowledge, the informaiion supplied in this actuarial valuation is complete and accurate. Further, in owr apinion,
the assumptions used in this valution apd described in Exhibit IT are reasonably related fo the experience gf and the
expectations for the Plan. The actuarial projections are bused on these assumptions and the plan of benefits as summarized in
Exchibit I

Sincerely,
THE SEGAL COMPANY ‘
By /—/Z,m_ 7 A ékﬂ“m 4 Qarly
Paul Angelo, FSA, MAAA FCA, EA Andy Yeung, AS4, MAAA, EA
Senior Vice President and Actuary Vice President and Associate Actuary
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FEEGAL

SECTION 1:  Executive Summary for Clty of Los Angeles Flre and Police Pension Plan June 30, 2010 Measurement

Under GASE 43 and 45

PURPOSE

This report presents the results of our actuarial valuation of
City of Los Angeles (the “Employer”) OPEB plan for Fire
and Police members as of June 30, 2010, The results are in
accordance with the Governmental Accounting Standards,
which prescribe an accrual methodology for accumulating
the value of other postemployment benefits (OPER) over
particinants’ active working lifetimes.

HIGHLIGHTS OF THE VALUATION

> The recommeanded contiibution rate has increased from
§.68% of pavroll ($117.9 million} to 11.86% of payroll
{$160.9 million), assuming contributions are made by
the City on July 15. The increase in the recommended
contribution amount is due to both an increase health
care trend assumption and decrease in the discount rate
assumption.

» The employer confribution rates provided in this report
have been developed, assuming that they will be made
by the City either (1) throughout the year (i.e. the City
will pay contributions at the end of every pay pericd),
(2} on July 15 or (3) the heginning of the year.

»  The funded ratio has decreased from 39.7% to 32.2%
in this valuation. The unfunded actuarial accrued
liability (UAAL) has increased {rom $1,229 million to
81,721 million. A reconciliation of the change in the
UAAL is provided on page 6, Section 2.

> The City of Los Angeles Fire and Police Pension Plan
is required o comply with GASB 43 effective with
fiscal year 2006/2007. The City is required to include
the GASB 45 results in its financial statements
effective with fiscal year 2007/2008.

> The annual required contribution (ARC), if made on
July 15, for fiscal year 2010/2011 is 11.86% of payroll,
Once the actual contributions for 201072811 are
known, the disclosure information in Chart 5 can be
completed.

> The discount rate for this valuation is 7.75%, and is
pased on the assumption that in the long term the City
is paying a contribution that equals the ARC and 130%
of benefits wili be paid from the trust, The discount
rate was 8.00% in the prior valnation.

> For the June 30, 2010 valuation, Segal originally
recommended & 10% trend assumption to project the
premiums for the first fiscal year after 2010/2011. In
addition, we recommended that the trend assumption
be graded down by 0.5% each year until an ultimate
rate of 5.0% would be reached after ten vear, At the
November 4, 2010 Board meeting, the Board decided
to maintain the 10% trend assumption for three fiseal
years before the trend assaumption would be graded
down by 0.5% each year until an ultimate rate of 5.0%
would be reached after twelve years. We believe the
assumption adopted by the Board is within the range of
reasopable assumptions that would be considered for
this type of valuation,

> The funding method used to develop the (ARC) is
Entry Apge Normal, with the normal cost developed as
a level percent of payroll. The contribution to amortize
the UAAL is developed as a level percent of payroll.




T SEGAL

SECTION 1:

Undar GASE 43 and 45

Executive Summary for City of Los Angeles Fire and Police Pension Plan June 30, 2040 Measurement

>  Contributions will generally mcrease with payrell

growth. Other factors such as gains or losses, or
changes in trend assumptions will also change the
ARC for fsture years.

As adopted by the Board, any investment gains/losses
incurred on or after July 1, 2008 relative to the
assumed return (7.75% per year effective July 1, 2010)
would be recognized over a period of 7 years in
developing the actuarial value of assets. In addition,
the actuarial value of assets is further adjusted, if
necessaty, s that it will stay within 40% of the market
value of assets.

As indicated in Section 3, Exhibit G of this report, the
total unrecognized investment loss as of June 30, 2010
is $2,837.9 million for the assets for Retirement and
Health Subsidy Benefits. The investment loss will be
recognized in the determination of the actuarial value
of assets in the next few years, This implies that
sarning the assumed rate of investment return of 7.75%
per year (net of expense) on 2 market value basis will
result in investment losses on the actuarial value of
assets in the next few years. Therefore, if the actual
market return is equal to the assumed 7.75% rate and
all other actuarial assumptions are met, the
coniribution requirements would increase in each of
the next few years,

> The deferred {osses of $2,837.9 million represent 23%

of the market value of assets as of Juna 30, 2010,
Unless offset by future investment gains, or other
favorable experience, the recognition of the $2,837.9
million market losses is expected to have a significant
impact on the Health Plan’s future funded perceniage
and contribution rate requirements, This potential
impact may be illustrated as follows:

2 Ifthe deferred losses were recognized immediately
in the valuation value of assets, the funded
percentage would decrease from 32.20% to
26.13%.

=  Ifthe deferred losses were recognized immediately
in the valuation value of assets, the aggregate
employer rate (payable throughout the fiscal year
period) would increase from 12.27% to 12.96% of
payroll.




The key valuation
resulls for the current
and prior years are

shown.
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SECTION 1:  Executive Summary for City of Los Angeles Fire and Police Pension Plan June 390, 2010 Measurement

Undear GASE 43 and 45

SUMMARY OF VALUATION RESULTS

June 349, 2010

June 30, 2009

Actuarial Accrued Liability (4AL) $2,537,825,016 $2,038,658,698
Actuarial Value of Assets 817,275,977 809,676,978
Unfunded Actuarial Accrued Liability £,720,549,019 1,228,981,720
Funded Retic 32.20% 38.72%
Market Value of Assels $663,032,442 $596,582,321
Annusl Required Coniribution (ARC) for coming year

Normal vost (beginning of year) 562,677,377 $47,396,298
Amortization af the unfunded actuarie| accrued liability 97,731,938 70.101.145
Total Annual Required Contribution at beginning of year B160,409,315 117,497,443
ARC ss a percentage of pay at beginning of year 11.82% 8.65%
Adjustment for iming (payable throughout the yeard 6,099,881 4,699,893
Total Annual Required Contribution, including adjustment for timing 166,509,19% $122,197,341
AR as a percentage of pay (payable throughout the year) 12.27% 9.00%
Total Annual Required Contribution {payable July 13) $160,927,303 $17,889,101
ARC a5 a perceniage of psy (payable July 15) 11.86% 8.68%
Covered payroil §1.356,986,476 $1,357,248,936
Total Participants 25,413 25,559
Anaual OPEB Cost (AQC) for Coming Year

Annual Required Contributions (payable end of fiscal year) $172.841,037 $126,897,238
Interest on Net OPEB Obligalions 3,654 571 2,631,536
ARC Adjustmenis -2,850.327 -.924,395
Total Anmual OPEB Cosl $173,645,281 $127,604,379
AOC as percentage of pay 12.80% $.40%




FSEGAL

BECTION 1,  Executive Summary for City of Los Angeles Fire and Polles Pension Plan June 30, 2040 Measurement
Under GASB 43 and 45

Movember 17, 2010
ACTUARIAL CERTIFICATION

This is fo certify that The Segal Company has conducted an actuarial valuation of certain benefit obligations of City of Los
Angeles Fire and Police Pension Plan’s other postemployment benefit program as of June 30, 2010, in accordance with
generally accepted actuarial principles and practices. The actuarial caleulations presented in this report have been made ona
vasis consistent with our understanding of GASB Statements No. 43 and No. 45 for the determination of the Hability for
postemployment benefits other than pensions.

The actuarial valuation is based on the plan of benefits verified by the Pension Plan and reliance on participant, premium,
claims and expense data provided by the Pension Plan. The Segal Company does not audit the data provided. The accuracy and
comprebensiveness of the data is the responsibility of those supplying the data. Segal, however, doss review the data for
reasonableness and consistency.

The actuarial computations made are for purposes of fulfilling plan accounting and funding requirements. Determinations for
purposes othet than meeting financial accounting and funding requirements may be significantly different from the resuits
reported here. Accordingly, additional delerminations may be needed for other purposes, such as judging benefit security at
termination of the plan, or determining short-term cash flow requirements.

To the best of our knowledge, this report is complete and accurafe and in our opinion presents the information necessary to
comply with GASE Statemnents No, 43 and No. 45 with respect {o the benefit obligations addressed. The signing actuaries are
Mermnbers of the Society of Actuaries, the American Academy of Actuaries, and other professional actuarial organizations and
coliectively meet their “General Qualification Standards for Statemenis of Actuartal Opinions” to render the actuarial opinion
contained herein.

é—%‘mm Yz : /7 Wi /4%/”

Andy Yeung, ASA, MAAA,FA Patrick Twomey, ASA, MAAA, EA
Vice President and Associate Actuary Assistant Actuary
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SECTION 2;  Valuation Results for the City of Los Angeles Fire and Police Pension Plan June 38, 2010 Measuremeni
Under GASE 43 and 45

The aciuarial present value of total projected benefits uses
the actuarial assumptions disclosed in Ssction 4 to
calculate the value today of ail benefits expected to be paid
to current actives and retired plan members. The actuarial
balance sheet shows the expected breakdown of how these
benefits will be financed.

CHART 1

Actuarial Present Value of Total Projected Benefits (APRB} and Actuarial Balance Shest

Actuarial Present Value
of Total Projected Benefits (APR)

June 30, 2010 June 30, 2004
Partleipant Category
Current setirees, heneliciaries, and dependents $1,450,500,242 51,189,757,437
Current active inembers 1,769.781.102 1.362.243,109
Total as of June 30 $3,220,281,344 52,552,000,546
June 30, 2010 June 30, 2008
Actuarial Balance Sheet
The actuarial balance sheet as of the valuation date is as follows:
Asgsefs
1. Actuarial value of assets $R17,275,977 $809,675,978
2. Present value of future normal costs 682,450,328 313,341,848
3. Unfunded actuarial acorved liability 1.729.549,039 1,228.981.720
4. Fresent value of curvent and future assets $3,220,281.344 $2,552,000,546
Linhilities
5. Actuarial Present Value of tofal Projecied Benefils $3,220,281.344 $2,552,000,546




T SEGAL

SECTION 2:  Valustion Results for the City of Los Angeles Fire and Police Pension Pian June 30, 2010 Measurement

Under GASB 43 and 45

The actvarial accrued iiability shows that portion of the
APB (Chart 1) allocated to periods prior to the valuation
date by the actuarial cost methed. The chart below shows
the portion of the Hability for active and inactive members,

and reconciles the unfunded actuarial liability from last

year to this year.

CHART 2
Actuarial Accrued Liability (AAL) and Unfunded AAL (UAAL}

June 3, 2018

Jumne 30, 2009

Participant Category

Current retirees, beneficiaries, and dependents

$1,450,500,242 $1,189,757,437
Current active members 1087324774 £48.901.261
Total actuarial accrued Hability $2,537,825,016 $32,038,638,698
Unfunded Actuarial Acerned Liability
Met aetuarial agerued linbility $2,537,825,010 $2,038,658,698
Actuarial value of assets 817.275.977 809,676,978

Unfunded actuarial accrued lability

$1,720,549,03%

$1,228,981,720

Development of Unfunded Actuarial Acevued Liability for the Year Ended Yune 38, 2010

1. Unfunded actuarial accrued lability at beginning of year
2. Employer normal cost at beginning of year

Total employer contributions

Inferest

Expected unfunded actuarial acerued liability

3
4
3
6. Change due to incressed health trend assumplions
7. Change due fo investment loss

&, Change due 1o decrease in discount rate

9. Change due miscellanecus losses

10. Uhnfunded actuarial accrued liability at end of year

$1,228,981,720
47,396,298
106,648,282
U3,942,093
1,263,671,829
274,664,382
85,772,042
84,494,403
11,946,383
$1,720,549,039




SECTION 2 Valuation Results for the City of Los Angeles Fire and Police Pension Plan Jupz 30, 2610 Measurement
Under GASE 43 and 45 ‘

The unfunded actuarial acerued liability may be amortized
over periods of up to 30 years. Amortization payments may
be calcuiated as level dollar amounts or as amounts
designed to remain level as a percent of a growing payroll
base. City of Los Angeles Fire and Police Pension Plan has
elected to amortize the unfunded actuarial sccyued Habiiity
using the following rules: Tier 1 is 30-year cloged, Jevel
dollar as of June 30, 2006, Tiers 2 through 5 are 30-year
closed, leve] percent of pay as of June 30, 2006.

CHART 3

Table of Amortization Bases

Date Initial Initial Current Years Annual
Type Established  Year Amount Balance Remaining Payment
Tier 1# 06/30/2006 30 $24,466,082 526,018,052 26 $2,260,741
Tier 24# 06/30/2006 30 653,100,516 874,340,622 26 49,287,210
Tier 3## Go/30/2900 30 43,141,502 80,845,730 26 4,557,333
Tier 4%* 06/30/2006 30 28,161,779 51,597,320 26 2,908,578
Tier 5 - Non-Harbor®® 63072006 34 263,534,994 685,689,509 26 38,652,828
Tier 5 — Harbor D6/30/2007 29 512,651 1.157.486 26 £3.248
Total $1,720,549,039 §97.731,938

*  Restarted June 30, 2006 with a 30 year, level dollar schedule.
*¥  Restarted June 38, 2006 with a 30 year, level percent of pay schedule.

7.
T SEGAL '




T SEGAL

SECTION 2:  Valuation Results for the Clty of Los Angeles Fire and Palice Pensien Plan June 30, 2010 Measurement

Under GASE 43 and 45

The Annual Required Contribution {ARC) is the amount
caleulated to determine the annunal cost of the OPEB plan
for accounting purposes on an accrual basis. The
celculation consists of adding the Normal Cast of the plan
to an amortization: payment. Both ave determined as of the
start of the accounting period and adjusted as if the annual
cost were to be contributed throughout the {iscal year or on
July 15",

The amortization payment is based on a 26-year
ameortization of the Unfunded Actuarial Accrued Liability
on a level percent of pay basis, except that Tier 1 is based
on a level dollar basis.

CHART 4

Determination of Annual Reguired Contribution (ARC)

Cost Element

Determined as of June 30
20160 2008

‘Percentage of Percentage of

Amount Compensation Amount Compensation
Normal cost $62,677,377 4.62% $47,396,29% 3.49%
2. Amortization of the unfunded actuarial accrued liability 97,731,938 1.20% 70,101,143 5.16%
(26 years)
3, Total Annual Required Coniribution at beginning of year $160,409,315 11.82% $117,497,443 8.65%
4. Adjustment for timing (payable throughout the year) 6,099,881 Q.45% 4,699,808 0.35%
3, Total Apnual Required Contribution (payabie throughout $166,509,196 C12.27% $122,197,341 9.00%
the year)
© 6. Adjustment for iming (payable July 15) $317,988 0.04% 391,058 0.03%
7. Total Annual Required Contribution (payable July 15} 5160,927.303 11.86% 117,889,161 8.68%
8. Total Compensation $1,356,986.476 . £1,357.248,938
g




T SEGAL

SECTION 2:  Valuation Results for the City of Los Angeles Fire and Police Fension Plan June 30, 2010 Measurament

Under GASE 43 and 45

The Annual OPEB Cost (AQC) adjusts the ARC for timing
differences between the ARC and contributions in relation
1o the ARC. The AOC is the cost of OPEB actually booked
as an sxpense for the Fiscal Year under GASE 45,

CHART 4 {continued)
Determination of Annual OPEB Cost (AQC)

Determined as of June 30

Cost Element 20190 2008
Amount Amount
1. Annpusl Required Contribution (payable af end ol iscal year) $172,841,037 $126,897,238
2, Interest on Beginning of Year Net OPEB Obligation (NOO) 3,654,57) 2,631,536
3. ARC adjustment -2.850.327 -1.924.395
4. Annual OPED Cost 5173,64528% £127.604,379
3. AQOC as percentage of puy 12.80% %.40%
G. Total compensation $1,356,986,476 $1,357,248,936




SECTION 21 Valuation Results for the City of Los Angeles Fire and Police Pension Plan June 30, 2010 Measuremant
Under GASE 42 and 45

For GASB 43 (plan reporting) purposes, the schedule of
employer contributions compares actual contributions to
the ARC. For GASB 45 (employer reporting) purposes, the

schedule of employer contributions compares actual
contributions to the AQC.

CHARTS

Required Supplementary Information — Schedule of Employer Contributions

GASE 432
Fiscal Year Ended Annual Reguired Actual Percentage
June 30 Contributions Contributions Contributed
2003 $31,541,9330 $31,541,633%0 100.00%
2008 31,413,211 31,413,201 £00.00
2007 33,162,681 53,162,681 100.00
2008 98,033,338 78,257,328 79.83
2009 98,444 81310 88,178,910% §9.57
2010 106,648,282 106,648,252 100,00
Required Supplementary information — Schedule of Emplover Contributions
GASB 45
Flacal Year Ended Annual OPEB Actual Fercentage
June 30 Cost Contributions™ Contributed
2003 $31,541,923% $321,541,9330 100,00%
2006 31,413,281 31,413,201 100.00
2007 55,162,681 54,162,681 100.00
2008 105,876,005 84,517,914 79.83
2009 106,452,937 94,916,833 89.15
2010 127,604,379 114,816,430 £9.98

1 Shawn ai begirning of vear, For years 2007 and prior, it appeors that the ARC developed by the Plan's prior actuary may not have been determinied in
compliance with GASB 43745 due 1o the maxinmm amortization period amd/or the medical trend rate employed,

) Shows with inferest (o July 15,

4 Shoven with interest (o end of year.

TEEGAL




SECTION 2:  Valuation Resulfs for the City of Los Angeles Fire and Police Pension Plan June 30, 2010 Measurement
Under GASE 43 and 45

This gchedule of funding progress pregents mulii-year trend
information about whether the sctuarial value of plan assets
is increasing or decreasing over time relative to the
actuarial accrued {iability for benefits.

CHART 8

Reqguired Supplementary information — Schedule of Funding Progress

(Amounts in $1,000s}

Actuarial Actuarial tUnfunded UAAL as a
Actuarial Yaiue Accrued Liahility AML Funded Covered Percentage of
Yaluation of Assets {AAL) {UAAL) Ratio Payroll Covered Payroll

Date (3} (b} {bj - {a} {a) I {B) {c) [(b) - {a} { {c}]

06/30/2005 $597,199 $1,257,505 $660,306 47.45% $1,037,445 63,65%
06/30/2006 613,782 1,631,187 1,017,405 37.63% 1,092,814 93.10%
06/30/2007 637,096 1,656,053 969,557 41.47% 1,135,592 85.38%
06/20/2008 767,647 1,836,840 1,069,193 41.79% 1,206,589 88.61%
06/30/2009 809,677 2,038,659 1,228 982 35.72% 1,357,249 90.55%
06/30/2010 817,276 2,537,825 1,720,549 32.20% 1,356,986 126,79%

Note: All mumnbers before June 30, 2006 provided by the prior actuary.

TIEGAL




BECTION Z:  Valuation Results for the City of Los Angeles Fire and Police Pension Plan June 31, 2010 Measurement
Under GASE 43 and 45 .

The Net OPEB obligation measures the accumulated
differences between the annual OPER cost and the actual
contributions m relation to the ARC.

CHART 7

Required Supplementary Information — Net OPEB Obligation {NGO)

Annual Interest on Annuai QPEB Actual Met increase NOO
Fizcal Reguired Existing ARC Cost Contribution in NOO as of End of
Year Contribution NOO Adjustment {a) + (b} + (¢} Amount® {ch) - (&) Fiscal Year
Beginning {a) (&) tc) {d) {e} i (g}

G7/B1/2006 $55,162,681 50 0 $35,162,681 $55,162,681 $0 $0
07/01/2007 105,876,0059% 0 0 105,876,005 84,517,914 21,358,091 21,358,001
0710142008 105,567,196 §,708,547 ~1.222,906 106,452,937 94,915,833 (1,536,103 32,804,194
07/01/2009 126,897,238 2,631,536 -1,524,395 127,604,379 114,816,430 12,767,949 45,682,143

()

&

Ie

j£2

TSEGAL

Payabfe at the begiming af the year, For years 2007 and prior it appears that the ARC may net have been determined in complionce with GASE 43 ond 45 due to the maximion
amortization period and/or the medical trend rate employed. Al results for 2007 and prior years were provided by the Plan based on veluations by the prior acluary.

Based on the heginming af year cottiribufion raie of 8.15% of compensation calculated in the June 30, 2006 valnation before the phase-in. The ARC dollar amoynt has been
approximated by applying the ratio of the contribution before the phase-in to the contribution after the phase-in as determined in the June 30, 2008 vafuation to the actual contribuiions
marde during 2007/2008,

With interest o end of year.

Based on the beginming of year coniribution raie of 7,89% of compensation calculated in the Jume 30, 2007 valuation before the phase-in, The ARC dollor amaunt has been
approximated by applying the ratio of the comtribution before the phase-in to the coniribution after the phase-in mode diring 2008/200% o determined In the June 30, 2007 valuation o
the actual contribulions.

12




SECTION 3:  Supplemental Yaluation Detaiis for the Clty of Los Angsles Firs and Police Pension Plan June 30, 2010

Measurement Under GASB 43 and 45

This exhibit surnmarizes EXHIBIT A
the participant data

used for the current and summary of Participant Data

prior valuations.

Retirees
Number of non-dizabled
Number of disabled
Total Number of retirees
Average age of etirecs
Mumber of spouses/domeslic partners
Average age of spouses/domestic partners

Surviving Spouses
MNumnber
Average age

Active Participants
Mumber
Average age

Average years of service

Jupne 30, 20140

June 39, 2009

7,684
1862
9,546
68,7
6,194
64.5

2213
779

13,654
40.6
136

7,600
1390
499
6%.4
5,079
64.5

2,258
7.1

13,802
40.1
13.2

4

TSEGAL
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SECTION 3:

Measurement Under GASB 43 and 48

Suppiemental Valuation Details for the City of Los Angeles Fire and Police Pension Plan June 30, 201¢

EXHIBITE
Allocation of ARC by Tier

T SEGAL

Cost Element Determined as of June 30, 2010
Tier &
Tiar 4 Tier 2 Tier 3 Tierd {Without HPP) Tier § {HPP}
1. Normal cost 3¢ $633,9562 $4,755,845 $1,959,246 354,742,663 585,661
I Amortization of the unfunded actuarial acorued lisbility 52,260,741 $£49,287.219 $4,557,333 $2,808,578 $38.632.828 - §65.248
over 26 years
3 Total annual required contribution, beginning ol year $2,260,741 $49.921,172 $9,313,178 54867824 $93,395,491 $650,909
£

4, Percent of compensation N 3.68% 9.51% 10.79% T.87% 6.27%

5. Adjustment for timing (payable throughout the year) 585,969 $1.898,351 $334,152 185109 $3,551,548 524,752

6. Total annual required cantribution £2,346,710 $51,819,523 55,667,330 55,052,933 $96,947.039 $675,661

7. Parcent of compensation MN/A 3.82% 2.87% 11.20% &.17% 6.51%

8. Payroll N/A $1,356,986,476 £97.567,562 $45,131.204 $1,186,271,650 510,381,200

9. Total annual required conttibution (payable July 15) $2,268,041 $50,082,376 $9.343,232 54,883,543 $93,697,081 $6533,011

19,  Percent of compensaticn N/A 3.69% 9.54% 10.82% 7.90% $6.29%
Trer 2 normal cost rate based on tolal payroll.

14
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SECTION 3

Supplemental Valuation Detalls for the City of Los Angeles Fire and Police Pansion Plan Juns 30, 2010
Measurement Under GASE 43 and 45

EXHIBIT C

Cash Flow Projections

The ARC generally exceeds the current pay-as-you-go
(“paygo™) cost of an OPEB plan. Over time the paygo cost
will tend to grow and may even eventually exceed the ARC
in a well funded plan. The following table prejects the
paygoe cost as the projected net fund payment over the next

{en years.
. Year Ending Projected Number of Refiress* Projected Benefii Paymenis
June 30 Current  Future Total Current Future Total

2011 15,630 281 15,911 589,655,485 51,779,688 $91,435,173
2012 15,339 626 15965 94,976,297 4,297,923 99,269,220
2013 15,023 1,047 16,670 100,206,027 7,753,959 107,959,986
2014 14,055 1,539 16,194 105,383,452 12,268,996 117,652,448
2015 14,325 2,079 16,404 110,742,146 17,793,775 128,535,921
2016 13,935 1,682 16617 115,566,559 24,510,560 140,071,119
2017 13,484 1,276 16,760 119,768,071 31,992,304 151,760,375
2018 13,040 3,910 16,950 123,719,920 40,632,114 164,343,034
2019 12,571 4,586 17,157 127,234,557 50,754,522 177,989,079
2020 12,099 5,258 17,357 130,294,189 1,769,313 192,163,502

* Inchudes spouses gf retivees. Does not include retivees under age 55 who have yet fo commence retiree

health benefits.
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SECTION 3: Supplemental Valuation Details for the City of Les Angeles Fire and Police Pension Plan
June 30, 2010 Measurement Undar GASB 43 and 45

EXHIBITD

Summary Statement of Income and Expenses on an Actuarial Value Basis for All Retivement and Health Subsidy

Benefits Assels

Year Ended June 30, 2010

Year Ended June 384, 2009

Contribution income:

Employer contributions $357,165,140 $326,876,839
Employee contributions 106.411.630 103.685.447
Net condribution income $463,576,770 $430,562,286
Investment incomre: ’
Interesl, dividends and clher incone $555,187,632 $325,640,062
Recognition of capital appreciation -130,353,259 299.128,674
Less investment and adminisivative fees 04,092,478 07,421,953
Mef investrment income 360,741,904 357.346.743
Total income available for benefits $824,318,674 $987,909,06Y
Less benefit payments -5853,749,428 -$842.565,358
Change In reserve for futere benefits -$29,430,755 $145.343,711
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BECTION 3: Suppiémentai Yaluation Details for the City of L.os Angelss Fire and Police Pension Plan
June 30, 2010 Measurement Under GASE 43 and 45

EXHIBITE

Sumimary Statement of Assets for Retirement and Health Subsidy Beneflis

Year Ended June 30, 2010

Year Ended June 30, 2009

Cash equivaients

Ageounts receivable:
Ascrued interest and dividends
Contributions
Due from brokers

Total accounts receivahle

$36,902,239
3,805,162
51.424.853

55,299,376

122,132,254

$43,657,544
7,279,113
155,504,291

$1,274,686

206,440,248

Invesimends:
Equities $8,135,691,423 §7,199,002,334
Fixed income investments 3,300,620,533 3,070,686,821
Real estate 1,035,603,872 1,003,947,046
Securities lending cellateral ) 273,474,449
Total investments at nwarket value 12,481.315,828 11,547,110.633
Total assets $12,608,747,458 $11,754,826,287
f.ess accounts payable:
Accounts paysbie and benefits in process -$20,540,302 -522,294 858
Due to brokers -115,187,861 -193,625,426
Morigage payable -284,050,944 -289,002,819
Securities lending collateral it} »273.474.448
Total accounts payable -$409,779,107 -5778,457 852
Met assets at market value $12,168,958.331 $£10,976,368,733
Mel assets at actunrial value $15,030856.639 £15.066,287.304
Met assets at valuation value (health benefits) ) 2809.076.97%
L7
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SECTION 3:  Bupplemental Valuation Details for the City of Los Angeles Fire and Folice Pension Plan
June 30, 2010 Measurement Under GASB 43 and 45

EXHIBITF
Development of the Fund Threugh Juns 38, 2010 for Al Retivement and Health Subsidy Benefils Assets

: Met Actuarial Value of
Year Ended Employer Employes Investment Benefit Assets at
June 30 Contributions Contributions Return!” Payments End of Year

2603 §167,364,751 $75,652,949 3251,274.616 $604,674,609 $12,231.312,79]
2006 175,159,083 79,402,694 901,268,450 652,157,960 12,735,185,068
2007 286,167,278 61,263,474 1,590,968,304 §00,819,286 13,902,764,338
2008 333,672,743 98,074,219 1,414,391,128 827,959,245 §4,620,943,683
2009 126,876,339 103,685,447 557,346,783 842,565,358 15,666,287,394
2010 357,165,140 106,416,630 366,741,904 33,749,429 15,036,856,639

N Wet of investment fees and adminisiraiive expenses
@ fncludes $6,220,076 {discounted to §6,638,513) of Harbor Port Pofice assels trangferved in Qctober, 2007,

18




The chart shows the
determination of the
aefuariol value of assets
as of the valuation dute.

T QEGAL

SECTION 2:

June 30, 2010 Measurement Under GASB 43 and 45

Supplemental Yaluation Detalls for the City of Los Angeles Fire and Police Pension Plan

It is desirable to have leve!l and predictable pian costs from
one year to the next. For this reason, the Board of
Commissioners has approved an asset valuation method
that gradually adjusts to market value, Under this valuation
method, the full value of market fluctuations is not
recognized in a single year and, as & result, the asset value
and the plan costs are more stable.

The amount of the adjustment to recognize market vaiue is
treated as income, which may be positive or negative.
Realized and unrealized gains and losses are freated

equally and, therefore, the sale of assets has no immediate
effect on the actuarial valve.

As adopted by the Board, any investinent gains/losses

established after July 1, 2008 will be recognized over a

seven-year period and the actuarial value of assets will be
further adjusted, if necessary, to be within 40% of the
market value,

EXHIBIT G

Devalopment of the Actuarial Value of Assets for All Retirement and Heaith Subé%dy Benefits

1. Merket value of assets

2. Caleulation of unrecognized returnt’
(a8} Year ended Junc 39, 2010

() Year ended Fune 30, 2009

{¢} Yearended June 30, 2008

{d) Year ended June 30, 2007

(e} Total unrecognized return
Preliminary actuarial value: (1) - {2e)
Adjustment fo be within 40% cerridor
Tinal actuarial value of assets: (3) + (4)

Actuarial value as a percentage of market value: (5) -+ (1)

A e

Valuation value of health assels

Original
Amount
$737,173,530
-54,113,928,646
-2,015,976,509
1,375,798,329

Percent Not Amount Not
Recognized Recognized
85.71% $631,863,111
71.43% -2,938,520,40]
40.00% -806,390,604
20.00% 275,159,666

$12,198,968,351

-1,877,85%,288
15,036,856,639
0

$15.036.856.630

123.3%
§817,275,977

) Total veturn minus expected returtt on a markel vatue basis
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SECGTION 4:  Supporting information for the City of Los Angeles Fire and Police Penslon Plan
June 30, 2010 Measurement Under GASE 43 and 45

EXHIBIT
Bummary of Reguired Supplementary Information

Yaluntion date
Actuarial cost method
Amortization method

Remaining amortization period
Asset valnation method

Actuarial assumptions:
{nvestment rate of return
Inflatien rate
Across-the-board pay increase
Projected payroll increases
Health care cost trend rate ({o caleulate Following year’s premivm)
v Medical

e Dental
¢ Medicare Part B Premium

»  Medical Subsidy Trend

Pinn membership:
Current retirees and beneficiarics
Current active participants
Total

June 38, 2016

Entry age normal, level percent of pay

30 years closed, level percent of pay (with the exception of Tier 1 that is
amortized as a leve] dollar amount)

26 years as of June 30, 2010

Market value of assets less unrecognized returns in each of the last five vears.
Unrecognized reiinm is equal to the difference between the wctual market return
and the expected retum on the market value, and is recognived over a five-year
period. Unrecognizéd return established after July 1, 2008 is recognized over &
seven-year period. The actuarial value of assets is further adjusted, if
nceessary, to be within 40% of the market voalue of assets.

7.75%
3.50%
0.75%
4.25%

10,00% n 2010-2011, 201 1-2012 and 2012-2013, then decreasing by 0.5% for

each year for ten years until it reaches an uitimate rate of 5%.

5.00%

The 2011-2012 and all subsequent fiscal year premivms are assumed {o be 5%

greater than the prior year premium,

= For all non-Medicare retivees, increase at lesser of 7% or medical trend.

= For Medicate retirces with single party premium, increase with medical
frend.

# PFor Medicare retirees with 2-Party premium less than or equal 1o the
maximum subsidy as of July 1, 2010 (e.g. Fire Medical), increase with
medical trend.

= TFor Medicure retirees with Z-Party premium greater than the maximum

subsidy as of July 1, 2010 {e.z2. Police Blue Cross}, increase with lesser of
7% or medical trend.

June 390, 20100 June 30, 2008
11,759 11,757
13,654 13,802
25,413 25,559

W tcludes alf eligible retirees and suviving spolse or domestic pariners whether or not they are receiving a subsidly.
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SECTION 4: Supporting information for the City of Los Angeles Fire and Police Peasion Plan
June 38, 2010 Measurement Under GASB 43 and 45

EXHIBITH

Actuarial Assumptions and Actuarial Cost Method

The following assumptions were adopted by the Board based on the actuarial experience siudy as of June 30, 2007 and the
Economic Assumptions Study of june 30, 2010

Data:

Actuarial Cost Method
Administrative Expenses
Spouse Age Difference

Participation

Medicare Coverage
Dental Coverage

Spousal Coverage

Implicit Subsidy

Detaiied census data and financial data for postemployment benefits were provided
by the City of Los Angeles Fire and Police Pension Plan.

Entry age normal, level percent of pay.
Mo administrative expenses were valued separately from the ¢laim costs.

Flusbands are assumed to be 4 years oider than wives,

Assumption for Assumption for
Service Range Future Retirees Future Retirees
(Years) Under 65 Qver 65
10-14 45% 80%
15-19 60 &5
20-24 70 a0
25 and over 95 95

1006% of future refirees are assumed to elect Medicare Parts A & B.
75% of future retirees are assumed to elect dental coverage.

Of firture retirees receiving a medical subsidy 8G% are assumed to elect coverage for
married and surviving spouses or domestic partners. For those retired on veluation
date, spousal coverage is based on cengus data.

No implicit subsidy exists since retiree medical premiums are underwritten
separately from active premiums,
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Carrier
Fite Medical
Fire I aiser
Police
Blue Cross PFO
California Care

Police Kaiser

T EEGAL

SECTIOM 4:

Supporting Information for the City of Los Angeles Fire and Police Pension Plan
Sune 30, 2010 Measurement Under GASE 43 and 45

EXHIBIT N

Actuarial Assumptions and Actuarial Cost Method {continued)

Per Capita Cost Development:

Assumed
Electier Percent

s
15

635
20
15

The per capila cost assumptions were based on premium, subsidy, and census data provided by the
Los Angeles Fire and Police Pension Plan and are summarized in the tables below;

Under Age 65

Single Party

Mrrried/With Domestic Partner

Eligille Survivor

Monthly
Premivm

87540
$513.95

$847.14
$489.03
343145

Maximum
Subsidy

$1,025.62
$1,025.62

$1,025.62
$1,025.62
$1,025.62

Subsidy

$875.40
$513.93

5847.14
$489.03
£431.45

Monthly
Freminm

$1,136.04
$1,017.90

$1.456.02
392714
$853.63

Maximum
Subsidy

§1,025.62
$i,025.62

$1,025.62
$1,025.62
$1.025.62

Subsidy

£1,025.62
$1,017.90

$1,025.62
§5927.14
$853.63

Monthly
Premium

$441.95
3513.95

$847.14
$489.03
§431.453

Maximum
Bubsidy

3562.36
$362.36

36236
$562.36
£362.36

Subsidy

$d41.95
$513.95

$562.38
$485.03
$431.45

For the valuation of current retirees, subsidies valued are based on actual subsidies provided in the data reporied for the

Health Plan.
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Carvier
Tire
Fire Medical
Fire Kaiser
Police
Blue Cross PPO
California Care

Police Kaiser

TSEGAL

SECTION 4:

Supporting information for the City of Los Angeles Fire and Police Pension Plan
June 30, 2010 Measurement Under GASE 43 and 48

EXHIBITH

Actuarial Assumptions and Actuarial Cost Method {continued)

Per Capita Cost Development:

Age 65 and Over

Single Party Married/With Domestic Pariner Eligible Survivor
Assumed Wonthly Maxintum Monthly Maximum Moathiy Maxtrmum
Election Percent | Premium Sulbsidy Substdy Premium Subsidy Subsidy FPreminm Subsidy Subsidy
94 $436.76 $440.09 §436.76 $714.08 571408 $714.08 $378.28 $440.09 $378.28
19 $354.47 $440.09 5354 .47 $698.94 5698.94 5698.94 $354.47 $440.09 F354.47
75 $477.14 $440.09 $440,09 $872.43 $808.57 $808.57 $477.14 : $440.09 $440.09
10 $359.03 3440.09 £359.03 572925 $729.25 §725.25 $359.03 $440.0% 3359.03
15 $226.47 $440.09 $226.47 344791 $44791 544791 522647 $440.09 $226.47

For the valuation of current retirees, subsidies valued are based on actual subsidies provided in the data reported for the

Health Plan.
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SECTION 4;  Supporting Information for the City of Los Angeles Fire and Police Pension Plan

June 30, 2010 Measurement Under GASE 43 and 45

EXHIBIT I
Actuarial Assumptions and Actuarial Cost Method {continued)

The following assumptions were adopted by the Board based on the Actuarial Experience Study as of June 30, 2007 and the

Economics Assumptions Study as of June 30, 2010.

BMortalily Rates
Healthy: RP-2000 Combined Healthy Mortality Table (separate for males and females) set back two years for
members.
RP-2000 Combined Healthy Moriality Table (separate for males and females) for beneficiaries.
Disabled: RP-2000 Combined Healthy Mortality Table (separate. for males and femaies) set forward one year,

Terminafion Rates Before Retirement:

Rate (%)
Mortality
Age Maie Female
20 0.03 0.02
25 0.04 0.02
30 0.04 0.02
35 0.06 0.64
40 0.10 .06
45 0.13 0.09
30 ole 0.14
55 0.29 0.22
60 0.53 0.39

All pre-retivement deaths are assumed to be service connected,
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SECTION 41 Supporting Information for the City of Los Angeles Fire and Police Pension Plan
June 30, 2010 Measurement Under GASE 43 and 45

EXHIBITH
Actuarial Assumptions and Actuarial Cost Method {continued]

Termination Rates Before Retirement (continued):

Rate (%)
Disability”
Age Fire Police
20 0.02 0.01
25 0.02 0.04
30 .03 0.11
35 0.06 0.17
40 Q.15 6.31
45 0.29 (.49
50 0.56 (.58
35 2,08 114
60 6.00 1.59

*20% of disabilities are assumed to be service-connected.

T SEGAL
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SECTION 4:  Supporting Information for the City of Los Angeles Fire and Police Pension Plan

June 38, 2010 Measurement Under GASE 43 and 45

ZXHiBIT Y
Actuarial Assumptions and Actuarial Cost Method {continued}

Termination Rates Before Retirement (continued):

Hate (%)
Withdrawal {< & Years of Service}

Service Fire Police
-1 3.00 8.G0
I-2 4.00 4.5¢
2-3 3.00 3.50
i-4 2.00 3.50
4~5 2.00 3.00

Rate {%}
Withdrawal (5+ Years of Service}*

Age Fire Folice
2 2.00 3.00
25 2.00 3.00
30 1.52 2.70
35 (.90 2.20
40 0.55 1.70
45 0.30 1.20
50 0.00 0.00
35 0.00 0.00
&0 0.00 0.00

*No withdrawal is assumed affer a member is eligible for retirement,
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SECTION 4:  Supporting Information for the City of Los Angeles Fire and Police Pension Plan
June 306, 2010 Measurement Under GAZE 43 and 45

EXHIBIT I
Actuarial Assumptions and Actuarial Cost Method {continued)

Retirementi Rates:

Rate{%)
Fire Pollce
Age Tiers 284 Tiers 3&5 Tiers 284 Tiers 3&5
41 1.00% 0.00% 6.00% 0.00%
42 1.00 0.00 5.00 .00
43 1.00 0.00 10.00 0.00
44 1.00 0.00 10.00 0.00
45 100 0.00 8.00 0.00
46 1.00 0.00 8.00 0.00
47 1.00 0.00 8.00 0.00
A% 2.00 .00 9.00 0.00
49 2.00 0.00 9.00 0.00
50 2.00 : 8.00 8.00 15.00
51 2.00 8.00 8.00 15.00
50 4.00 8.00 .00 15.00
43 4.00 2.00 7 15.00 15.00
84 4,00 8.00 15.00 15.00
55 .00 10.00 15.00 15.00
56 10.00 10.00 15.00 15.00
57 10.60 10.60 15.00 £8.00
58 10,00 £2.00 25,00 20,00
59 10.00 15.00 25.00 25.00
650 20.00 20.00 25.00 ' 25.00
51 20.00 20.00 25.00 25.00
62 20.00 20.00 25.00 2500
63 25.00 25.00 25.00 25.00
54 30,00 30,00 36.00 30.00
55 100,00 ’ 109.00 100.00 100.06
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SECTION 4:.  Supporting Information for the Cliy of Los Angeles Fire and Police Pension Plan
June 30, 2010 Measurement Under GASE 43 and 458

EXHIBITY
Actuarial Assumptions and Actuarial Cost Method {continued)

Future Benefit Accruals: 1.0 vear of service per year.
Consumer Price Index: Increase of 3.50% per year.
Pef Investment Refurn: 7.75%, net of investment and administrative expenses

salary Increases:

Anmual Rate of Compensation Increase

Infiation: 3.50% per year, plus 0.75% “across the board” salary
increases; plus the following Merit and Longevity increases
based on age.

Age Additional Salary increase
20 5.84%
25 4,99
30 3.87
35 275
49 175
45 1.17
50 0.87
55 0.69
60 0.65
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SECTION 4:  Supporting Information for the City of Los Angeles Firs and Police Pension Plan
June 30, 2010 Measurement Under GASE 43 and 45

EXHIBITH

Actuarial Assumptions and Actuarial Cost Method (continuexd]

Measurement Date:

Prknown Data for Members:

Brefinition of Active Members:

June 3¢, 2010

Same as those exhibited by members with similar known characteristics. If not
specified, members are assumed o be male.

First day of biweekly payroll following employiment for new department employees or
immediately following transfer from other city depastment,

Actuarial Value of Assels:

Actuarial Cost Method:

The market value of assets [ess unrecognized returns in each of the last five yvears.
Unrecognized return is equal o the difference between the actual and expected returas
on a market value basis and is recognized over a five year period. Unrecognized return
established after July 1, 2008 is recopnized over a seven-year period. The actuarial
value of assets is further adjusted, if necessary, to be within 40% of the market value
of assets.

Entry Age Normal Actuarial Cost Method. Entry Age is the current age minus
Vesting Credit. Actuarial Accrued Liability is calculated on an individua? basis and is
based on costs allocated as a lsvel percentage of compensation.

Fanding Peliey:

The City of Los Angeles Fire & Police Pension Plan makes contributions equal to the
Normal Cost adjusted by amounts to amortize any Surplus or Unfunded Actuarial
Acerued Liability (UAAL). Both the Normal Cost and the Actuarial Accryed
Liability are determined under the Entry Age Normatl cost method, Normal Cost and
Actuarial Accrued Liability are calculated on an individual basis.

All the amortization bases on or before fune 30, 2006 were combined and amortized
over 30 years effective June 30, 2006. This vatuation cortinues that amortization
schedule by amortizing the entire June 36, 2010 UAAL over a 26 year period.
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SECTION 4;  Supporting Information for the City of Los Angeles Fire and Police Pension Plan

June 30, 2010 Measurament Under GASE 43 and 45

EXHIBITII
Actuarial Assumptions and Actuarial Cost Method {continued)

Health Care Premium Cost Trend Rates:

Trends fo be applied in following fiscal years, to all health plans.

Trend is to be applied to premium for shown fiscal vear to caloulate next fiscal year's

projected premivm,

First Fiscal Year (July 1, 2610 through June 30, 2011).

The fiscal year trend rates are the following:

Trend {applied {o calculate
Fiseal Year following vear premtium)
2010-2011 ©10.00%
2011-2012 10.00%
2012-2013 10.00%
2013-2014 9.50%
2014-2015 9.00%
2015-2016 8.50%
2016-2017 8.00%
2017-2018 7.50%
2018-2019 7.00%
2019-2020 £.50%
2020-2021 6.00%
2021-2022 5.50%
2022 and later 5.00%

Dental Premnium Trend 5.00% for all years ‘

Medicare Part B Premium The 2010-2011 and all subsequent fiscal year premiums are assumed to

Trend ‘ 5% greater than the prior year premium.
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SECTION 4.  Supporting Enformaﬁon for the City of Los Angeles Fire and Police Pension Plan
June 30, 2010 Measurement Under GASE 43 and 45

Trends (continued)

Bxpected annual rate of increase in
the Board’s health subsidy amount:  We will assume that the Board’s health subsidy amount will:

> For all non-Medicare relirees, increase at lesser of 7% or madical trend as shown
on page 1,

»  For Medicare retirees with single party premium, increase with medical trend as
shown on page 1,

> For Medicare retirees with 2-Party premium less than or equal to the maximum
subsidy as of July 1, 2010 {e.g, Fire Medical), increase with medical trend as
shown on page 1, and

»  For Medicare retirees with 2-Party premium greater than the maximurm subsidy

as of Iuly 1, 2010 (e.g., Police Biuve Cross), increase with lesser of 7% or medical
frend.
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SECTION 4:  Supporting Information for the City of Los Angelas Fire and Police Pension Plan
June 30, 2010 Measurement Under GASE 43 and 45

EXHIBIT U
Actuarial Assumpticns and Actuarial Cost Mathod (continued)

Plan Design: Development of plan Habilities was based on the substantive plan of benefils in effect
as described in Exhibit 111,

Adminisivative Expenses: No administrative expenses were valued separately from the claim costs.

Changes in Assumpiions: Futare health care trend rates were updated.

Premiums and maximum subsidies were updated.

Maximum health subsidy increase for Medicare retirees had previously been assumed
to increase the lesser of 7% or medical trend.

Discount rafe was previously 8.00%.
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SECTION 4: Supporting Information for the Clty of Los Angeles Fire and Folice Pension Plan
June 3G, 2010 Measurement Under GASE 43 and 48

EXHIBITH
Summary of Plan

This exhibit summarizes the major benefit provisions as included in the valuation. Te the best of ouwrknowledge, the summary
represents the substantive plans as of the measurement date. It is not intended to be, nor should it be interpreted as, a complete
statement of all benefit provisions.

SUBSIDY FOR MEMBERS NOT ELIGIBLE FOR MEDICAREA & B

Eligibility Retired Members wheo retired with 10 or more years of service, Benefits commence no
earfier than age 55. Members who retired prior to July 1, 1998 ave subject to an eligibility
requirement of age 60 with 10 or more years of service, Subsidy is paid cnly to Members on
service or disability retirements.

Surviving spouses and surviving domestic pariners are eligible for health benefits upon the
Mermber’s date of death if the Member had attained age 53 prior fo death. Otherwize, health
henefits for survivors shall commence on the date that the Meinber would have reached

age 55.

Basic subsidy is paid until age 63, or after age 65 if Member is not covered by Medicare
Parts A and B,

Awmount of Subsidy 4% per year of service, to a maximum of 100%, times Maximum Subsidy, subjectto a
maximun of the actual premium paijd to City approved health camier.

Maximum Subsidy As of Tuly 1, 2010, maximum is $1,025.62 per month. For surviving spouse or domestic
partner, the maximiun subsidy is $362.36 per month.
Increase in Subsidy Based on subsidy increases to active Fire and Police Members, subject to Board approval.
Dependent Portion Difference between Basic Subsidy maximum amount and single-patty premium.
33
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SECTION 4: Supporting Information for the City of Los Angeles Fire and Police Pension Plan
June 30, 2010 Measurement Under GASB 43 and 45

EXHIBIT I

Summary of Plan {continued)

SUBSIDY FOR MEMBERS ELIGIBLE FOR MEDICARE A & B

Eligibility

Amount of Subsidy
to Participant:

Maximum Subsidy

Dependent Portion

SPRCIAL SUBSIDY
Eligibility

Amount of Subsidy

Retired Members over age 65 with 10 or more years of service who participate in Medicare
Parts A & B.

For retirees, health subsidy is provided subject to the following vesting schedule:

Completed Years Yested
of Service Percentage
10-14 75%
15-19 9%
20+ 100%

Surviving speuses or surviving domestic partners are eligible for benefits upon the death of the
Member.

As of July 1, 2010, the single coverage maximum subsidy for retirees and surviving spouse or
domestic pariner is $440.0%9, The multi-person coverage maximum subsidy is $868.57.

Calculation based on Board of Fire and Police Pension Commissioners Resolution Ne, 9320:
equal to the amount payable on behalf of the dependents of a retired member in the same plan,
with the same years of service, who qualifies for an under 65 or Part B only subsidy, whichever
is greater, providing such subsidy does not exceed the civilian reliree dependent subsidy.

Various, based on effective date of retirement, rank at retirement, years of service and type of
pension,

Flat Amount Based on Years of Service

20-24 years $75 - $150 per month :
25-29 vears $150 - $225 per month
30 and over _ $225 - $300 per month
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SECTION 4: Supporting Information for the City of Los Angeles Fire and Police Pansion Plan June 30, 2010
Measurement Under GASB 43 and 45

EXHIBIT I

Zummary of Plan (continued)

Medicars Part B -Related Subsidy

Medicare Part B
Premium
Reimbursement

For retired Members enrolled in Medicare A & B who are receiving a subsidy, the Plan provides
payment of Part B premiums ($396.40/5110.50 per month for calendar year 2010 and
596.40/8110.50/8115.40* for calendar year 2G 1}, depending on method of payment).

Dental Subsidy
Eligibility

Amount of Subsidy

Maximum Subsidy

Retired Members who retired with 10 or more years of service. Benefits commence no earljer
than age 55. Subsidy is paid only to Members on service or disability retirements, Surviving
spouses/domestic partners are not eligible for benefits upon the death of the Member,

4% per year of servics, to a maximum of 100%, fimes Maximwn Subsidy, subject 1o 2 maximum
of the single-party premium paid to City approved dental carrier.

Lesser of monthly amount paid to active Fire and Police Members and retired CERS Members,
Effective July 1, 2010, maximum is $36.16 pet month

Retiree Contributions:

To the extent the subsidics are less than the medical or dental premiums, the retires contributes the
cost difference.

*r is assumed i thiy valuation that 396,40 will be paid in 2011,
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SECTION 4 Supporting Informatlon for the City of Los Angeles Fire and Police Pension Plan June 30, 20140
Measurement Under GASE 43 and 43

EXAMIBIT IV
Definitions of Terms

The foliowing list defines certain technical terms for the convenience of the reader:

Assumptions or Actuarial
Assnmptions:

Actuarial Present Value of Total
Projected Benefits (APB):

Mormal Cost:

Actuarial Accrued Liability
For Actives:

Actuarial Accrued Liability
For Refirees:

The estimates on which the cost of the Plan is calculated including:

(a) Investment teturn - the rate of investment yield that the Plan will earn over
the leng-term future;

(b} Mortality rates — the death rates of employees and pensioners; life
expectancy is based on these rates;

{e) Retirement rafes — the rale or probability of retirement at a given age;

(d} Turnover rates — the rates at which employees of various ages are expected
to leave employment for reasons other than death, disability, or retirement.

Pregent value of all future benefit payments for current retirees and active employees
taking into account assumptions about demographics, tusnover, mortality, disability,
relirement, health care trends, and other actmarial assumptions.

The amount of contributions required to fund the benefit allocated o the current year
of service,

The equivalent of the accumulated normal costs allocated to the vears befere the
valuation date.

The single sum value of lifetime benelits to existing retirees. This swn takes account
of life expectancies appropriate to the ages of the retirees and of the interest which the
sum is expected to earn before it is entirely paid out in benefits.

36




TREGAL

BECTION 4:  Supporting tnforhwation for the City of Los Angeles Fire and Police Pension Plan June 38, 2010
Measurement Under GASE 43 and 45

Actuarial Value of Assets (AVA)

Funded Ratio:

Unfunded Actuarial Accrued
Liability (UAAL):

Amoriization of the Unfunded
Actuarial Acerued Liability:

Investment Return (discount rate):

Covered Payroll:

ARC as a Percentage of Covered
Payroll:

Hcgith Care Cost Trend Rates:

Annual Required
Contribution (ARC):

The value of assets used by the actuary in the valution, These may be at market value
or some other method used to sinooth vartations in market value from one valuation to
the next.

The ratic AVA/AAL.

The extent to which the actuarial accrued liability of the Plan exceeds the assets of the
Plan. There is a wide range of approaches to paying off the unfunded actuarial acerued
liability, from meeting the interest accrual only to amortizing it over a specific period
of time.

Payments made over a period of years squal in value to the Plan’s unfunded actuarial
accrued {iability.

The rate of earnings of the Plag from its investments, including interest, dividends and
capital gain and loss adjustments, computed as a percentage of the average value of
the fund. For sctuarial purposes, the investment return often reflects 2 smoothing of
the capital gains and losses to avoid significant swings in the value of assets from one
year o the next. If the plan is funded on a pay-as-you-go basis, the discount rate is
tted to the expected rate of return on day-to-day employer funds.

Annual reporied salaries for all active participants on the valuation date.

The ratio of the annual required contribution to covered payroll.

The annual rate of increase in net claims costs per individual benefiting from the Plan.

The ARC is equal to the suim of the normal cost and the amartization of the unfunded
actuarial accrued [iability.




TSEGAL

SECTION 4: Supporting Information for the City of Los Angeles Fire and Police Pension Plan June 30, 2010
Measurement Under GASE 43 and 45

Met OPTB CGbligation (NOOC):

The NOQ is the cumulative difference between the ARC and actual confributions
made. I the plan is not pre-funded, the actual contribution would be equal to the
annual benefit payments Tess retives coniributions. There are additional adjustments in
the NGO caleulations to adjust for timing differences between cash and accrual
accounting, and to prevent deuble counting of OPER plan costs.
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SECTION4:  Supporting Information for the City of Los Angeles Fire and Police Pension FPlan June 30, 2010

Measurement Under GASE 43 and 45

EXHIBITV
Accounting Requiremants

The Governmental Accounting Standards Board (GASB)
issued Statement Number 43 -- Financial Reporting for
FPostemployment Benefit Plans Other Than Pension Plans,
and Statement Number 45 — dccounting and Financial
Reporting by Emplovars for Postemployment Benefits
Other Thar Pensions. Under these statements, all state and
local government entities that provide other post
employmery benefits (OPEB) are required to report the
cost of these benefits on their financial slatements. The
accounting standards supplement cash accounting, under
which the expense for postemnployment benefits is equal to
benefit and administrative costs paid on behalf of retirees
and their dependents (7.e., a pay-as-you-go basis).

The statements cover postemployment benefits of beaith,
prescription drug, dental, vision and life insurance
coverage for retirees; long-terin care coverage, life
insurance and death benefits that are nof offered as part
of a pension plan; and long-term disability insurance for
employees. The benefits valued in this report are limited
to those described in Exhibit 11T of Section 4, which are
based on those provided under the terms of the
substantive plan in effect at the time of the valuation and
an the pattern of sharing costs between the employer and
plan members. The projection of benefits is not limited
by legal or contractual limits on funding the plan unless
those limits clearly translate into benefit limits on the
substantive plan being valued. B

The new standards introduce an acerual-basis accounting
requirement, thereby recognizing the employer cost of
postemployment benefits over an employee’s career. The
standards also intreduce a consistent accounting
requirement for both pension and non-pension benefits.

The total cost of providing postemployment benefits is
projected, taking into account assumptions about
demographics, turmover, mortality, disability, retivement,
heajth care trends, and other actuarial assumptions, These
assumptions are swnmarized in Exhibit {T of Section 4.
This amount is then discounted to determine the actuarial
present value of the total projected benefits (APB). The
actuarial accrued lability (AAL) is the pottion of the
present value of the total projected benefits aliocated to
vears of employment prior to the measurement date. The
unfunded actuarial accrued liabitity (UAAL) is the
difference between the AAL and actuarial value of assets
in the Plan,

Onee the UAAL is determined, the Annual Required
Contribution (ARC) is determined as the normal cost (the
APB allocated fo the current year of service) and the
amartization of the UAAL. This ARC is compared to
actual contributions made and any difference is reported as
the Net OPEB Obligation (NOQ), Iu addition, Required
Supplementary Information {RSI) must be reported,
including historical information about the UAAL and the
progress in funding the Plan. Exhibits IV and VI of Section
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SECTION 4: Supporting Information for the Clty of Los Angeles Fire and Folice Pension Plan June 30, 2010

Measurement Under GASE 43 and 48

4 contain a definition of terms as well as more information
about GASD 43/45 concepts.

The calculation of an aceounting cbligation does not, in
and of itself, imply that there is any legal liability to
provide the benefits valued, nor is there any implication
that the Employer is required to implement & fiimding
policy to satisfy the projected expense.

Actuarial calculations reflect a long-term perspective, and
the methods and assumptions use techniques designed to
reduce short term volatility in accrued liabilities and the
actuarial value of assets, if any.

Actuarial valuations invoive sstimates of the value of
reported amounts and assuraptions about the probability of
events far into the future, and the actuarially determined
amounts are subject to continual revision as actual resulis
are compared o past expectations and new estimates are
made about the future.

SLOBLTSv1/07916.003
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ATTACHMENT v

LOS ANGELES CITY EMPLOYEES
RETIREMENT SYSTEM

Agenda of. NOVEMBER 9, 2010

From: Li Hsi, Chief Benefits Analyst ITEM: V-A

SUBJECT: PRESENTATION AND RECOMMENDATION FOR ADOPTION OF AGTUARIAL
VALUATION AS OF JUNE 30, 2010

Recommendation:

That the Board adopt the actuarial valuation as of June 30, 2010 prepared by LACERS' consulfing
actuary, The Segal Company.

Discussion:

The Segal Company (Segal) has performed the annual actuarial valuation of the retirement benefits
and the refiree heailth benefits of LACERS based on data as of June 30, 2010 to determine LACERS’
funding status and calculate the recommended City confribution rate for the next fiscal year.

The City's contribution rate is the sum of the Normal Cost pius an amount to amortize the Unfunded
Actuarial Accrued Liability (UAAL). The Normal Cost is the portion of the actuarial present value of plan
benefits aliocated to a given year assuming all actuarial assumptions are met. The amortization of the
UAAL is the instaliment payment required to fund the difference between LACERS acluarial liabilities and
LACERS actuarial assets. In the valuation report, the consulting actuary recommends the following
City contribution rates for fiscal year 2011-2012, i paid on July 15, 2011;

As a%of Current Rafe Recommended Rate
City Fy 10-11 FY 11-12 Change
Payroll .
Reffrement 18.09% 20.46% 2.37%
Health 6.40% 7.20% 0.80%
TOTAL 24 49% *27.66% 3.17%

*Contribution Rate would be 28.64% if paid biweekly

Based on the valuation payroll of $1,817,662,284 and the recommended contribution rates, the fotal
City confribution for fiscal year 2011-12 would be $502,765,388, or approximately $92 million higher
than the contribution made for the current fiscal year. The actual City contribution for fiscal year

SRR
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2011-12 may be different from this estimated amount, depending on the covered payroll determined
in the City ‘s budget for the next fiscal year. .

In performing the actuarial valuation, Segal used the economic and demographic assumptions
adopted by the Board at its October 14, 2008 Board meeting based on results from the triennial
experience study, as well as the health-related assumptions adopted by the Board on October 12,
2010. Segal also. employed the various actuarial methods as prescribed in LACERS Funding Policy,
including the newly-revised asset smoothing method adopted by the Board on September 28, 2010.
The revised asset smoothing method, which expanded the asset smoothing period from 5 years to 7
years and modified the market value corridor from 50% - 150% to 60% - 140%, reduced the City
contribution for fiscal year 2011-12 by approximately $13 million, according to the Segal study.

The following are highlights of the valuation:

The ratio of the actuarial value of assets to actuarial accrued liabilities (funded ratio) for
retirement benefits decreased from 79.5% to 75.9%.

= The ratio of the actuarial value of assets to actuarial accrued liabilities (funded ratio) for retiree
health benefits decreased from 65.2% to 63.8%.

= The total Unfunded Actuarial Accrued Liability (UAAL) for both the retirement and the health
benefits increased from $3,179,916,816 to $3,849,146,123.

= Although the market rate of investment return for the fiscal year ended on June 30, 2010 was
12.8% (net of fees), the actuarial rate of return was only 2.4% as a result of asset smoothing
which recognized a portion of the large deferred loss from the previous two years. Because
the 2.4% actuarial rate of return is lower than the 8% assumed rate of investment return, a
significant experience loss from investments is reported in the actuarial valuation. This is the
major driver of the increase in the contribution rate as recommended by Segal.

= The unrecognized investment loss due to asset smoothing amounts to $2,018,218,992 as of
June 30, 2010. Because of this deferred loss, the City contribution rates will keep rising in the
next few years even if the investment returns match the 8% assumption.

Paul Angelo of The Segal Company will present results of the June 30, 2010 actuarial valuation.

- TM:LH

Attachment: Segal Actuarial Valuation Report
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November 3, 2010

Board of Retirement

Los Angeles City Employees’ Retirement System
360 East Second Street, 8th Fioor

Los Angeles, CA 90012

Re: June 30, 2010 Actuarial Valuations

Dear Board Members:

Enclosed please find the June 30, 2010 actuarial valuations for the retirement and health plans.
As requested by the System, we have attached the following supplementai schedules:

Exhibit A - Summary of significant resulis for the retirement and health plans.
Exhibit B - History of computed sontribution rates for the retirement and health plans.
Exhibit C ~ Solvency test for the retirement plan. '

Yo v Y

Exhibit D - Schedule of retirees and beneficiaries added to and removed from the rolls for the setirement plan.

We look forward to discussing the reports and the enclosed schedules with the Board.

Sincerely,

QMZ@?/&&—» ﬁ%’mm Y Ravnl,
Paul Angele, FSA, MAAA,EA Andy Yeung, ASA, MAAA, EA
Senior Vice President and Consulting Actuary Vice President and Associate Actuary
DNA/bgh
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Banefits, Compansation and MR Consulling  Ofices throughaut the United Stales and Canada
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Exaibit A

Los Angeles City Employees’ Betirement System
Summary of Significant Valuation Resulis

Percent
June 30, 2010 June 30, 2049 Change
I Total Membership
A. Active Members 26,245 30,0659 ~12.7%
B. Pensioners and Beneficiaries 17,264 14,991 152%
L. Valuation Sajary
A. Total Annual Payrolf before 2009 ERIP /A $1,999.861,604 N/A
B. Average Monthly Salary before 2609 ERIP N/A 5,543 MN/A
C. Total Annual Payroll after 2009 ERIP- $1,817,662,284 1,816,171,212" 0.1%
D. Average Monthly Salary after 2009 ERTP 5,77 5,469 5.5%
IIL  Benefits to Current Retirees and Beneficiaries™™
A, Totat Annual Benefits $648,849,828 $521,859,396 24.3%
B. Average Monthly Benefit Amount 3,132 2,501 8.0%
IV. ‘Total System Assets® ‘
A Actuarial Value $11,019,583,518 $10,949,384,202 .6%
B. Market Value , 9,001,364,526 8,142,988,791 10.5%
V.  Unfunded Actuarial Accrued Liability (UAAL)
A. Retirement Benefils $3,040,997,703 $2,464,236,515 23.4%
B. Health Subsidy Benefits 808,148,415 715,680,301 12.9%

0
2
&
“}

Includes July COLA
Includes assets for Retirement, Health, Fawily Death, and Larger Anmcity Benefits.
Before reclussifying ERIP-electing active members as retived under the program.

Toial annual payroll after 2009 ERIP reflecting ammualized salaries for pari-time members is 51,865, 588,187, for a monthly average of §5,618.

TSEGAL
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Exhibit A (continued)

Los Angeles City Empioyees’ Refirement System
Summary of Significant Valuation Results

¥l  Budgel Iiems , FY 2011-2012 Py 2010-2011 Change
Beginning End of Pay  Bepinning End of Pay Beginning End of Pay
of Year* Periods of Year Periods of Year Periods
A. Retirement Benefifs
1. Normal Cost as a Percent of Pay 937% 9.74% 9.84% 10.22% -0.47% -0.48%
2. Aanoriization of UAAL 11.02% 11.45% 8.19% 8.51% 2.83% 2.94%
3. Total Retirement Contribution 20.3%% 21.19% 18.03% 18.73% 2.36% 2.46%
B. Health Subsidy Contribution
1. Normal Cost as a Percent of Pay 4.14% 4.30% 3.84% 3.99% .30% 0.31%
2. Amortization of UAAL 3.03% 3.15% 2.53% 2.63% 0.50% 0.52%
3. Total Health Subsidy Contribution 7.17% 7.45% 6§37 6.62% 0.30% 0.83%
C. Total Contribution (A+B) 27.56% 28.64% 24.40% 25.35% 3.16% 3.29%
VIL Funded Ratio June 30, 2018 June 30, 2000 Change
(Based on Valualion Value of Assets)
A. Retirement Benefits 75.5% 79.5% -3.6%
B. Health Subsidy Benefits 63.8% €5.2% -1.4%
C. Total 74.0% 77.4% -3.4%
{Based on Market Value of Assets)
. Retirement Benefiis 62.0% 59.2% 2.8%
E. Health Subsidy Benefits 52.1% 48.5% 3.6%
F. Total 60.5% 57.6% 2.9%
Alterngtive contribution payment dates for BV 2011-2012:
Retirement Health Total
1) July 15,2041 20.46% 7.20% 27.66%
2) 374 payment an July 15, 2001 and 1/4 paynient on June 30, 2012 20.85% 7.34% 28.19%
3) 172 pavment on January 3, 2012 and 1/2 payment on May 2, 2012 21.48% 7.56% 29.04%

TSEGAL
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Exhibit B

Fos Angeles City Employees’ Retirement System

Computed Contribufion Rates® — Historical Comparison

Valuation
Date

06/30/1994
06/30/1995

06/30/1996
06/30/1997
06/30/1998
06/30:199%
06/30/2000

06/30/2001
06/30/2002
06/30/2003
06/30/2004
06/30/2005

06/30/2006
06/30/2007
06/30/2008
06/30/2009
0673072010

Retirement

12.07%
7.34%

6.51%
6.57%
6.43%
4.53%
2.54%

3.84%
9.22%
11.95%
14.76%
17.51%

17.18%
15.52%
14.65%
18.73%
21.19%

Heaith

2.99%
2.30%

3.18%
1.85%
1.27%
0.67%
2.17%

[.98%
1.85%
4.02%
4.94%
1.27%

6.49%
5.38%
5.48%
6.62%
T7.45%

Total

15.06%
9.64%

8.69%
3.42%
7.10%
5.60%
471%

5.82% -

11.07%
15.97%
19.70%
24.78%

23.67%
20.90%
20.13%
25.35%
28.64%

Valuation
Payroll
{thonsands}

$884,951
911,292

957,423
990,616
1,011,857
1,068,124
1,182,203

1,293,350
1,334,335
1,405,058
£,575,285
1,589,306

1,733,340
1,896,609
1,977,643
1,816,171
1,817,662

*

Comributions are assumed to be made at the end of the pay period
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Exhibit
Los Angeles City Employees’ Retirement Svstem
Solvency Test for Refirement Benefits
For Years Knded June 38
{$ In Thousands)
Povtien of Acerued Liabilities
Aggrepate Actuarial Accrued Liabilities For Lovered by Heponted Assets
(1) 2 3} ey 2) (3)
Retireas, Valuation Retiress,
Valuation Member Beneficiaries, & Active Yalue of Member Beneficiaries, & Active
Date Loantribnations Inactives Members Assets Contributions Inactives Members

00/30/1996 $637,737 $2,357,798 31,480,489 $4,468,433 106.0% 100.0% 98.5%
06/30/1997 683,148 2,598,432 1,604,857 4,802,509 106.0 106.0 94.3
06/3G/1998 733,680 2,772,712 1,806,526 5,362,923 100.0 106.0 100.0
06/30/1999 776,617 2,989,218 1,918,751 5,910,948 1000 100.0 180.0
06/30/2000 §27,726 3,149,392 2,035,810 6,561,365 1000 100,0 100.0
06/30/2001 889,658 3,444,240 2,134,168 6,988,782 1000 100.0 106.0
06/30/2002 950,002 3,756,935 2,545,181 7,060,188 100.0 100.0 92.5
06/303/20G3 1,005,888 4,021,213 2,632,745 6,999,647 100.0 100.0 74.9
06/3G/2004 1,662,002 4,348,252 3,123,610 7,042 108 10¢.0 100.0 52.2
0o6/30/2605 1,128,101 4,858,932 3,334,492 7,193,142 100.0 100.0 36.2
06/30/2006 1,210,246 5,14%.385 3,511,031 7,674,999 100.0 100.0 37.5
06/30/2007 1,307,008 5,365,437 3,854,429 8,599,700% 100.0 100.0 50.0
06/30/2008 1,408,074 5,665,130 4,113,200 0,438,318 - 100.0 100.0 57.5
06/30/2009 1,282,663 7,356,302 3,403,019 9,577,747 100.0 1000 276
06/34/2010 1,279,098 7,507,945 3,707,982 9,554,027 100.0 [00.0 18.0

* Excludes asvels iransferred for Port Police.

TCSEGAL
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Exhibit D
Los Angeles City Employees' Retirement System
Retirees and Beneficiaries Added To and Removed From the Roils*
For Years Ended June 38
Mo. of Mo, of Percent
Mo. of Mew Annual HRetirees/ Annual Retirees/ Annual Inerease in Average
Year Retiress/ Allowances  Bencficiaries  Allowances  Beueficiaries  Allowances Anvual Amnnual
Lnded Beneficiaries Added** Removed Remeoved at /30 at 6/30 Allowanegs Allewnnee
06/30/2002 q44 $23,740,829 620 $11,316,344 13,589 . $336,437,038 6.4% $24,758
086/30/2003 527 24,729,535 611 12,008,132 13,805 359,036,215 0.7% 26,008
06/30/2004 - 986 53,452,133 654 13,220,316 14,137 399,268,032 1.2% 28,243
06/30/2005 934 43,454,836 749 14,769,736 14,322 427,953,132 7.2% 29,881
06/30/2006 890 42 821,079 642 15,061,287 14,576 455,712,924 6.5% 31,277
(6/30/20G07 821 34,131,744 555 13,210,740 14,836 476,633,928 4.6% 32,127
36/30/2008 748 40,680,279 609 14,955,623 14,975 502,357,584 5.4% 33,546
06/30/2009 632 36,887,854 616 17,386,042 14,991 521,859,396 3.9% 34,812
06/30/2010 2,893 144,594 918 620 17,604,486 17,264 648,849,828 24.3% _ 37,584

* Does not include Family Death Benefit Insurance Plan members, Table based on valuation data.

¥+ Effective 06/30/2004, also includes the COLA granied in July,

5102500v1/05806.002
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Los Angelss City Employees’ Retirement System

Actuarial Valuation and Review of Retirement Benefits
as ef June 36, 2010

Copyright @ 2010

THE SEGAL GROUFR, INC,,
THE PARENT OF THE SEGAL COMPANY
ALL RIGHTS RESERVED
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The Ssgal Company
100 Montgomery Stresl, Suita 500 San Francisco, 0A 24104
T415.263.8200 F 415.263.3290 www segaico.com

November 3, 2010

Board of Administration

Los Angeles City Employees’ Refiremernt Systemn
360 East Second Street, 8th Floor

Los Angeles, CA $0012

Dear Board Members:

We are pleased to submit this Actuarial Valuation and Review as of June 30, 2010. It summarizes the actuarial dota used in the
valuation, establishes the funding requivements for fiscal 2011/2017 and analyzes the preceding year's experience.

The census and financial information on which our caleulations were based was prepared by LACERS, That assistance is
gratefully acknowledged. The actuarial calculations were completed under the supervision of dndy Yeung, ASA, MAA4,
Enrolled Actuary.

This actuarial vatuation has been completed in accordance with generally accepted actuarial principles and practices,
including Acruarial Standords of Practice (ASOFs) Nos. 4, 27, 35, 44 and all other relevant ASOPs, In our opinion, the
combined operation of the assumptions and the methods applied in this valuation fairly represent past and anticipated future
experience af the System. To the best of owr knowledge, the information supplied in this actuarial valuation is complete and
accurare,

We are Members of the American Academy of Actuaries and we meet the Qualification Standards of the American Academy of
Actuaries to render the actuarial opinion herein,

We look forward to reviewing this report af your next meeting and lo answering any quesiions.

Sincerely,
THE SEGAL COMPANY
2y ,,vg.,w{ Q%ﬂ»— e&rum L Qonefy
Paul Angelo, F54, MAAA, EA Andy Yeung, ASA, MAAA, FA
Senior Vice President and Actuary Vice President and Assaciate Actuary

JRC/hy
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SECTION 4:  Valuation Summary for the Los Angeles City Employees’ Retivement System

Forpose

This report has been prepared by The Segal Company to present a valuation of the Los Angsles City Emplovees' Retirement
System as of June 30, 2016, The valuation was performed to determine whether the assets and contributions are sufficient to
provide the prescribed benefits. The contribution requirements presented in this report ave based on:

)\.

*

The benefit provisions of the Penston Plan, as administered by the Board of Administration;

The characteristics of covered active members, inactive members, and retired members and beneficiaries as of
June 30, 2010, provided by LACERS;

The assets of the Plan as of June 30, 2010, provided by LACERS;
Econentic assumptions regarding future salary increases and investment earnings; and

Other actuarial assumptions, regarding employee terminations, retirement, death, etc.

Significant Lssues in Valuation Year

The following key findings were the result of this actuarial valuation:

> On November 5, 2009, we issued a preliminary valuation report as of June 30, 2009 that did not include the impact of the

2009 Early Retirement incentive Program (ERIP) offered by the City, as the BRIP clections were not available at that thme.

On April 22, 2010, we issued a revised valuation report as of June 30, 2009 to reflect the latest ERIP election information
available from the City at that time. Since the members who elected the ERIP were not yet retired as of the June 30, 2009
valuation date, the demographic information shown throughout our April 22, 2010 report was before reclassifying 2,393
ERIP-electing active members as retired under the program, except where noted. The main exception we noted was the
nrojected total payroli figure of $1,816,171,212 as of June 30, 2009, which was the projected payrol! for the remaining
active members after the 2009 ERIP.

For the June 30, 2010 valuation, LACERS provided us with a list of the 2,400 members who made final ERIP elections,
LACERS subsequently provided us with some adjustments to these 2,400 members, and the net result is that our June 3¢,
2010 valuation resulis are based on 2,395 retirees and beneficiaries who made final ERIP elections. Note that imgost of these
2,395 members are the same members-included in the group of 2,393 preliminary ERIP members identified by LACERS
for the June 30, 2009 valuation (35 owt of the 2,395 members were not the same ag those included in the prior census).




Ref: Pgs. 21, Tand 11

Ref: Pg. 13

T SEGAL

SECTION 1:  Valuation Summary for the Los Angeles Clty Employees’ Retlrement System

>

As the estimated total annual pension benefit (including the age/service enhancements provided by the ERIP) used in
preparing our report dated April 22, 2010 s not materially different from the actual total pension benefit calculated using
final data provided for this report (the ratio of the actual to the estimated benefit is 97%), we have nof re~-determined the
UAAL established in the June 30, 2009 valuation for the ERIP.

For consistency, the June 3¢, 2609 demographic information shown in this report remmains the same as that shown
i ony June 30, 2009 valuation report dated April 22, 2010, That s, the 2,393 preliminary ERIP members are
classified 25 active as of June 30, 2009 and the 2,395 final ERIP members are classified as retired as of Fune 30,
1010,

The ratic of the valuation value of assets to actizarial accrued liabilities decreased from 79.54% to 75.86%. The unfunded
actuarial accrued liability increased from $2,464.2 mittion to $3,041.0 miflion. A complete reconciliation of the Systei’s
unfunded actuarial acerued liability is provided in Section 3, Exhibit G, Additional information on the actuarial experience
ts provided in Section 2, Charts 9 and 13.

The aggregate employer rate (payable at the end of each pay period) caleulated in this valuation has increased from

18.73% of payroll to 21.19% of payroll. The annual dollar contributions calculated it this valuation increased from about
$340.2 million to $385.1 million. The increase was duc to: {i) the increase in the amortization amounts due to the assumed
4.25% total payroll growth, (ii} the loss from lower than expected contributions resuliing from the one-vear delay in
implementing the higher contribution rate calculated in the prior valuation, (iii) the lowet than expected return on the
valuation value of assets, and (iv) the increase in the employer normal cost’ due to payroli and demographic changes, offset
somewhat by (v) other acluarial gains, and {vi} the implementation of the increased employee contribution rate under the
2009 ERIP. A complete reconciliation of the aggregate employer contribution is provided in Section 2, Chart 13,

Under the Board’s asset smoothing method for the June 30, 2009 valuation, any investment gaing/fosses relative to the
assumed return (currently 8% per year) were recognized over a period of 5 years. In addition, the actuarial value of asscts
was further adjusted, if necessary, so that it would stay within 50% of the market value of assets. At the September 28,
2010 meeting, the Board adopted two changes to the asset smoothing method, effective with the June 34, 2010 valuation,
The first change was to increase the smoothing pericd from 5 years to 7 years, and the second change was to limit the
actuarial vatue of assefs to be within 40% of market value {instead of the prior 50%).

i

There Is au incredse in the normal cost due to an increase in the averdage age of the getive mentbers from 43.2 calculdted in the June 30, 2009 valuation
(after considering the ERIP vetirements) to 40,1 calewdated in the June 30, 2070 valuation..
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SECTION 1;  Valuation Summary for the Los Angeles City Employees’ Retirement System

As indicated in Section 2, Subsection B of this report, the total unrecognized investment loss as of June 3¢, 2010 s
$2,018,218,992 for the assets for Retirement, Health, Family Death, and Larger Agnuity Benefits, This investiment loss
wili be recognized in the determination of the actuarial value of assets for funding purposes in the nexi severa! years. This
impiies that earning the assumed rate of investment return of 8.00% per year (net of expenses) on a market value basis will
result in investment losses on the actuarial value of assets in the next several vears. Therefore, if the actual market return is
aqual to the assumed 8.00% rate and all other actuarial assumptions are met, the contribution requirements would increase
in each of the next several years,

The deferred losses of $2,018.2 million represent 22% of the markeat value of assets as of June 30, 2010. Unless offset by
future investment gains or other favorable experience, the recognition of the $2,018.2 million market losses is expected to
have a significant impact on the System’s Tuture funded perceatage and contribution rate requirements. This potential
impact may be illustrated as follows:

= [fthe retivement plan component of the deferred losses wers recognized immediately in the valuation value of assets,
the funded percentage would decrease from 75.86% to 61.96%.

# Ifthe retirement plan component of the deferred iosses were recognized immediately 1n the valuation value of assets,
the aggregate employer rate (payable ai the end of each pay period) would increase from 21.19% to 29.63% of payroll,

The actuarial valuation report as of Juae 36, 2010 is based on financial information as of that date, Changes in the value of
assets subsequenti to that date, to the extent that they exist, are not reflected. Declines in asset values will increase the
actiarial cost of the Plan, while increases will decrease the actuarial cost of the Plan,

Consistent with prior instructions from the Board of Administration, the recommended contribution is sef equal to the
greater of the current funding pelicy or the minimum Annual Required Contribution (ARC) as determined under GASB
Statements 25 and 27, We have also continued to include in the caleulation of the recommended contribution an additional
comtribution due to the application of the 40-year minimum amortization requirement for both fiscal year 2003/2004 and
fiscal vear 2004/2005.

A Net Pension Obligation (NPO) was created in the June 30, 2004 and June 30, 2005 valuations due to: (1) the phase-in of
the higher contribution rate required from the 2002 experience study and (2} the GASB requirement that the Unfunded
Actuarial Accrued Liability (UJAAL) of the Plan be amortized over an equivalent petiod of not greater than 40 years, Since
{1} is already included in the development of the Plan’s actual UAAL, the ARC calculation requires only an additional
contribution to amortize (2) over & period of 15 years. In the June 30, 2010 vaiuation, there are 9 vears of payments left in
the amortization of (2) from the June 30, 2004 valuation and 10 years of payments left in the amortization of (2) from the
June 34, 2005 valuation.

ifi
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SECTION 1:  Valuation Summary for the Los Angeles City Employees’ Retirement System

Due to the one-year {ag in implementing the contribution rates, the amortization of the NPO created in the June 30, 2004
valuation has onty begun with the 2005/2006 fiscal year. As shown in this year’s valuation, the amortization of the NPO
created in the June 30, 2005 vafuation has begun with the 2006/2007 fiscal year. Additional details are provided in
Section 4, Exhibit V. )

ERIP Ordinance No. 130926 stipulates that the member contribution rate for ail employees shall increase ta 7% on July 1,
20} 1 for a period of 15 years, or until the ERIP Cost Obligation is fully paid, whichever comes first. Prior to the ERIP,
members hired on or after Januaty 1, 1983 contributed 6% of pay, while the member contribution rates for employees hired
before January 1, 1983 were based on the members’ ages af entry, ranging from 8.22% at entry age 16 to 13.33% for eniry
ages 59 and over. We understand that members birved before January 1, 1983 (Defrayal Group) had a portion of their
member caontribution rates picked up by the employer, and that the net member rate after the pick-up was helow 6% priog
to the effective date of the ERIP. The net member contribution rate for the Defrayal Group was 1o increase to 6% as of the
ERIP effective date, and then to 7% effective July 1, 2011,

In preparing the employer and member rates in our prior valuation reports, we did not take into account any of these
defrayals for pre-1983 hires. That is, we assumed that these members would pay the entire entry-age based contribution
rate specified in Section 4.1031 of the City's Administrative Code.

As divected by LACERS, in developing the rates in this June 30, 2010 valuation that will be effective for fiscal 2011/2012,
our results reflect that all employees will begin paying the 7% employee contribution rate.

The Board has adopted a policy of amortizing the June 30, 2005 UAAL over a fixed period of 30 years beginning July I,
2005, The UAALs arising from the phase-in of contribution rates for the 2002 expetience study (for fiscal vear 2003/2004
and 2004/2003) were excluded from this 30-year amortization pelicy. The costs associated with the 2009 ERIP have been
amortized over 15 years beginning with the June 30, 2009 valuation date. [ addition, future changes in the UAAL will be
separately identified and amortized over varicus periods depending on the source of the change. A new | S-year
amortization base was ostablished in the June 30, 2010 valuation for an experience loss during 2009-2010.

iv



SECTION 1 Valuation Summary for the Los Angeles City Employvees’ Refirement System

> Consistent with the Tune 30, 2009 valuation report, the employer contribution rates provided in this report have been
developed assuming they will be paid by the City on any of the following dates:

{13 The beginning of the fiscal yeas, or
(2} OnJuly 15,2014, or
(3) Throughout the vear (i.e., the City will pay coniributions at the end of every pay pericd), or

(4) On July 15,2011 for three-fourths of the full payment and on June 39, 2012 for the remaining one-fourth of the full
payment, or

{5y On January 3, 2012 for one-half of the full payment and on May 2, 2012 for the remaining one-half of the full
payiment.

TSEGAL




SECTIOMN1:  Valuation Summary for the L.os Angeles City Employess’ Retirement Sysfem

Summary of Key Yaluation Hesuiis

2010 2008

Contributions calcnlated as of June 30:
Recommended as a percentage of pay (“after ERIP” pay; note there is & 12-month delay untit the rate is effective)

At the begiuning of the year 20.35% 18.03%
On July 15 20.46% 18.09%
At the end of cach pay period 20.15% 18.73%
3/4 payment on Fuly 15, 2011 and /4 payment on June 30, 2012 . 20.85% 18.43%
1/2 payment on Janvary 3, 2012 and [/2 payment on May 2, 2012 21.48% 18.99%
Funding elements for plan year ended June 3l
Normal cost $292,655,906 $286,582.206
Market value of assets™ 9,001,364,526 8,142,288,791
Actuarial value of assois' 11,619,583,518 "10,949,384,202
Valuation value of retirement asseis 9,554,027411 9,577,7147.421

Actuarial accryed Hability

12,595,025,119

£2.041,983,536

Unfunded/(overfunded) nctuarial accrued liability 3.040,997,708 2,464,236,515
Funded ratio 75.80% 79.54%
GASB 25/27 for fiseal year ended June 36
Annual requtred coniributions $258,642,795 $274,554,786
Actual contributions 158,642,795 274,554,785
Percentage contributed 100.00% 100.00%
Demographic data for plan year ended June 30:
MNumber of retired members and beneficieries 17,264 14,991
Mumber of inactive members 5,344 4,554
Number of active members 26,245 30,065
Projected total payroll before ERIP N/A 51,999,361,604
Projected average pavroll befare ERIP N/a 566,518
Projected total payroll after ERIP $1,817,662,284% ©BLB16,171,212%
Projected average payrol] after BRIP $69,2579 $65,532%

U Inchides assels Jor Relivement, Health, Family Death, and Larger Annvily Benefiis.
& Reflects anmualized salaries for pari-time members.
' Projecied total payroll after ERIP reflecting annialized salaries for pari-time members is §1,865,588,107, for an average of 867.418.

TSEGAL



T SEGAL

SECTION 1, Valuation Summary for the Los Angeles City Employees’ Retivement Bystem

Actuarial Certification
MNovember 3, 2010

This is to certify that The Segal Company has conducted an actuarial valuation of the Los Angeles City Employees’
Retirement System retirement program as of June 30, 2010, in accordance with genersily accepted actuarial principles and
practices. Actuarial valuations are performed annually for this retirement program with the last valuation completed on

Juae 30, 2009. The actuarial calculations presented in this report have been made on a basis consistent with our understanding
of the historical funding methods used in determination of the lability for relirement benefits.

The actuatial valuation is based on the plan of benefits verified by LACERS and on participant and financial data provided by
LACERS.

The actuarial computations made are for funding plan benefits and for satisfying the financial accounting requirements under
(GASB Statements No. 25 and 27, Accordingly, additional determinations will be needed for other purposes, such as judging
benefit security at termination.

In addition 1o all schedules that are shown in the actuarial section of the CAFR, a listing of supporting schedules included in
the statistical and financial sections of the System’s CAFR prepared by Segal is provided below:

1} Scheduie of funding progress
23 Schedule of employer contributions
3y Supplementary Information Required by GASB (Exhibit 1V}

To the best of our knowledge, this report is complete and accurate and in ous opinion presents the plan’s current fumding
information. The undersigned is a Member of the American Academy of Actuaries and is qualified to render the actuarisl
opinion contained herein,

Andy Yeung, ASA, MAAA,EA
Vice President and Associate Actuary
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SECTION 2:  Valuation Resulis for the Los Angeles City Employees’ Retirement System

A. MEMBER DATA

The Actuarial Valuation and Review considers the nurmmber This section presents a summary of significant statistical

and demographic characteristics of covered members, data on these member groups.

including active members, inactive non-vested members o . . .

(entitled to a refund of member contributions), inactive More ::!etalled mi‘:"ormahon for ‘thls‘va}uagon year ar}dlthe

vestad members, retired members and beneficiaries, %recejlgg valuation can be found in Section 3, Exhibits A,
;and C.

A fistorical perspective CHART 1

of how the member Member Population: 2001 — 2010
population has changed

over the past len

valuations can be seen in Year Ended Active inactive Retired Members Ratio of Non-Actives

this chart. June 30 Members Members* and Beneficiaries to Actives
2001 25,654 NiA 13,365 0.52
2002 25,930 2,327 13,585 0.61
2003 26,358 2,593 13,805 0.62
2004 27,092 2,232 14,137 0.60
2005 27,333 2,426 14,322 6.61
2006 28,839 2,903 14,570 0.61
2007 30,175 3,303 14,836 0.60
2008 36,236 4,273 14,975 .64
2609 36,065 4,554 14,991 (.65
010 26,245 5,344 ' 17,264 0.86

¥ Includes terminated members due a refund of employee coniributions.
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These graphs show a
disiriftion of active
members by age and by
years of service.
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SECTION 2 Valuatlon Results for the Los Angeles City Employees' Retirement System

Active Members

Plan costs are affected by the age, yvears of service and
payroil of active members. In this yesr’s valuation, there
were 20,245 active members with an average age of 46,1,
average years of service of 2.1 years and average payrol
of $69,257. -

The 30,065 active members in the prior valuation had an
average age of 46.4, average service of 12.3 years and
average payroll of §66,518. Note that the average payroll
after the ERIP was $65,632 as of June 30, 2009 {or

$67,418 after annualizing salaries for part-time members),

Inactive Members

In this year's valuation, there were 5,344 members who
were either (a) non-vested and entitled to a refund of
membet contributions, or (b) vested with a right to a
deferred or immediate benefit.

CHART 2

Distribution of Active Members by Age as of
June 30, 2010

CHART 3

Distribution of Active Members by Years of Service as of
Jupne 34, 2010
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These graphs show a
disiribuion of the cureent
retived members based on
their monthly amount and
age, by Lupe of pension.

Disability
K Regolar
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SECTION 2:  Valuation Results for the Los Angeles City Employees’ Retirement System

Retired Members and Beneficiaries

As of June 30, 2010, 13,645 retired members and 3,619
beneficiaries were receiving total monthly benefits of
$54,076,987. For comparison, in the previous valuation,
there were 11,465 retired members and 3,526 beneficiaries
receiving monthly benefits of $43,487,379.

Please note that the monthly benefits provided have been
adjusted for the COLA granted effective for the month of

Tuly,
CHART 4 CHART S
Distribution of Retired Members by Type and by Monthly Distribution of Retired Members by Type and by Age as
Amount as of June 30, 2010 of June 30, 2010
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SECTION 2

VYaluation Results for the Los Angeles City Employees’ Retiremeant System

B, FINANCIAL INFORMATION

Retirement plan funding anticipates that, over the long
term, both net contributions and net investment earnings
(fess investment fees and administrative expenses) will be
needed to cover benefit payments,

Retirement plan assets change as a result of the net impact
of these income and expense components. Additional
financial information, including a summary of these
transactions for the valuation year, is presented n

Section 3, Exhibits D, E and F.

The chart depicts the CHART 6

companents of changes in
the actuarial value of

for Years Ended June 30, 2001 ~ 2010
qassels over Ehe !ast fen

Comparison of Increases and Decreases in the Actuarial Valug of Assels

years. Note, The first bar

represents Incredses in 18 1
assels during each year 1.6
while the second bar 14
details the decreases. '
1.2
w 10
=
2 08
=
o 0.6
# Admstment toward market value 0.4
& Benefits paid 0.2
B Net interest and dividends 0.0

2002 2003

2001 2004

& Contributions
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The chart shows the
determination of the
aclugrial value of assels
as of the valuation date.
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SECTION 2:

Yafuation Results for the Los Angelas City Employees’ Retirement System

It is desirable to have level and predictable plan costs from
one year to the next, For this reason, the Board of
Administration has approved an asset valuation method
that gradually adjusts to market value. Under this valuation
method, the full value of market fluctuations is not

recogitized in a single year and, as a result, the asset value
and the plan costs are more stable.

The amount of the adiustment to recognize market value is
treated as income, which may be positive or negative.
Realized and unrealized gains and josses are treated

equally and, therefore, the sale of assets has no immediate
effect on the actuarial value.

CHART 7
Determination of Actuarial Value of Assets for Year Ended June 30, 2010

Market value of agsels $6.601,364,526
Original Percent Not Amount Not

Caleulation of unrecognized relurn* Amount Recognized Reogmnized

{a) Year cnded June 30, 2010 $392,956,483 55.71% $336,819,842

(b) Year ended Juae 3G, 2009 -2,964,832,484 66.67% -1,976,554,989

(e} Year ended JTune 30, 2008 -1,549,293,38G 48.00% -743,660,822

(d) VYear ended June 30, 2007 1,054,377,186 30.00% 316,313,156

{2) Yearended June 30, 2006 366,478,652 13.33% 48.863.820

(6 Total unrccognized return -52,018,218,992

Preliminaty aciuarial value: {)~ (20 §11,019,583,518

Adiustment {o be within 40% corridor o

Final actoarisl value of assets; {3) + (4) SELD19.583. 318

Actuarial value as a percentage of market value: (5)+ () §22.42%

Mazlcet value of retivement agsets 37,804,222 662

Valuation value of retirernent assets (3} + (1) x (7) $9,554,027.411

Deferred relurn recognized i each of the next 6 years:

(a) Amouni recognized on 6/30/2011 -$395,219.935

{b)  Amount recognized on 6/30/2G12 395,219,935

(e} Amountrecognized on 6/30/2013 -419,651,845

{d) Amount recognized on 6/30/2014 -525,089,564

(e} Amount recognized on 6/30/2015 -339,174,358

(i  Amounttecognized on 6/30/2016 .36.136.640

{g) Subtotal (may not totel exactly dus te rounding) -$2,018,218,997

*Tolal retyrn minus expected return on a market vatve basis



SECTION 2:  Valuation Results for the Los Angeles City Empioyees’ Retirement System

This chart shows the
change in the assels over
the past fen years.

The actuarial value, market value and valuation value of
assets are representations of LACERS® financial status. As
investment gains and losses are gradually taken into
account, the actuarial value of assets tracks the market
value of assets. The portion of the total actuarial value of
assets allocated for retiremnent benefits, based on a prorated
share ol market value, is shown as the valuation value of
assets, The valuation value of assets is significant because
LACERS’ liabilities are compared to these assets to
determine what portion, if any, remains unfunded,
Amortization of the unfunded actuarial accrued lability is
an important element in determining the contribution
requirement.

CHART®

Watuation Value (Retlrement Only), Actuarial Value, and Market Value of Assets as of June 30, 2001 - 2010

12
10
g
L]
s 8
E
w4
—g— Actuarial Value
2
—p— hiarket Value
g Yaluation Value Y
(Retirement Only) 2001 2002 2003 2004 2005 2005 2007 2008 2008 2010
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This chart provides a
suimmary of the actuarial
experience during the
Past year,
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SECTION Z:

Vatuation Resulis for the Los Angeles City Employees’ Retirement System

€. ACTUARIAL EXPERIENCE

To calculate the required contribution, assumptions are
made about future events that affect the amount and timing
of benefits to be paid and assets to be accumulated. Each
year actual experience is measured against the
assumptions. If overall experience is more favorable than
anticipated {an actuarial gain), the contribution requirement
will decrease from the previcus year. On the other hand,
the contribution requirement will increase if overall
actuarial experience is less favorable than expected (an
actuarial logs),

Taking account of experience gains or losses in one year
without making a change in assumptions reflects the belief
that the single year’s experience was a short-term
development and that, over the long ferm, experience will
return to the original assumptions, For contribution

reqiremenids to remain stable, assumptions should
approximate experience.

If assumptions are changed, the contribution requirement is
adjusted to take info account a change in experience
anticipated for all future years.

The total loss of $535,695,296 was due to an investment
loss of $589,130,694, offset by a gain of $53,435,398 from
all other scurces, The net experience variation from ali
other sources was 0.42% of the actuarial accrued hability,
A discussion of the major components of the actuarial
experience is on the following pages.

CHART ¢
Actuarial Experience for Year Ended June 30, 2010

1. Net gein/(loss) from investments®

2. Nef gein/{loss) fom other experience®*

-5589,130,6%4
101,001,076

Net gain/{loss) from ene year delay in implementing the higher contribution rate calculated in the

Tune 30, 2009 vaivation until fiscal year 2010/2011
4. Net experience gain/(loss): (11+ (2) +{3)

47,365,678

-5535,695,296

*  Detatls in Charr 10,

** Details in Chari 13, The nef gain is attributed fo actual liability experience from July 1, 2009 through Jume 36, 2010 compuared to the projected

experience predicted by the actuarial assumptions as af June 30, 2009.



This chart shows the
gain/floss) due to
investment experience.
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SECTION 2:  Valuation Results for the Los Angeles City Employees’ Retirement System

Investment Rate of Return

A major companent of projecied asset growth is the
azsuined rate of return. The assumed return should
represent the expected long-term rate of return, based on
LACERS’ investment policy. For valuation purposes, the
assumed rale of return on the valuation value of assets is
8.00%, The actual rate of return on the valuation value of
assefs basis for the 2010 plan year was 1.86%.

Since the actual return for the year was less than the
assumed return, LACERS experienced an actuarial loss
during the year ended June 30, 2010 with regard to its
investments,

CHART 10

Actuarial Value Investment Experience for Year Ended June 30, 201¢

Actuarial Value Valuation Value

{Includes assets for Retirvement, {includes assets for

Health, Famlly Death, and Retirement Only)
Larger Annuity Benefits)
1. Actual return $261,593,064 $178,484,489
2. Average velue of assets 511,016,557.924 9,595,189,786
3. Actual rate of return: {13+ (2) 2.37% 1.56%
4. Assumed rate of return &.00% 3.00%
5. Bxpected retorn: (23 % (4) $881,324,634 §767.615,183
6. Actuarfal gain/{loss): (L~(5) =361¢ =5589,130,694
8
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SECTION 2:

Valuation Resulis for the Los Angelss City Employees' Retirement Systeﬁ

Because actuarial planning is long term, it is usefui to see
how the assumed investment rate of return has followed
actual experience over time. The chart below shows the
rate of return on an actuarial basis compared fo the market
value investment return for the Retirement, Health, Family
Death and Larger Annuity Benefits for the last ten years,
including the five-year average.

Based upon this experience and futire expectations, we
have maintained the assumed rate of return of 8.00%.

CHART 11

investment Returmn - Actuarial Value vs. Market Value: 2001 ~ 2010

Net interest and
Dividend Income

Recognition of
Capital Appreciation

Actuarial Valueg
investment Return

Market Value
tnvestment Return

Year Ended
June 30 Amount Percent Amount Percent Amount Percant Amournt Percent

2001 $218,918,771 2.83% F443,6356,001 5.73% $662,575,372 9.69% 8218,918,771 —4.60%
20062 201,393,778 2.58% 112,813,481 1.44% 314,207,259 4.06% 201,393,778 -5.25%
2003 164,915,100 2.1i% 11,691,257 0.15% 176,606,357 2.26% 238,161,856 3.61%
2004 171,166,339 2.19% 96,283,183 1.23% 267,449,522 3.42% §,243,644,727 18.84%
2005 235,062,628 2.96% 105,661,360 1.38% 344,723,988 4.34% 753,805,403 3.71%
2004 238,266,254 72.30% 430,034 467 5.24% 668,300,721 5.14% 1,041,664,291 12.34%
2007 261,677,229 2.95% 890,907,654 1104% 1,152,584,833 12.99% 1,81£,903,293 19.13%
2008 290,092,182 2.91% 752,500,487 7.53% 1,042,592,664 10.44% -64%9,747,001 =5.78%
2009 237,249,377 2.17% 9,861,278 0.09% 247.110,655 2.20% <2,525,637.471 -20.26%
2010 190,583,695 1.73% 71,009,369 0.64% 261,593,064 237%  1.049.769.434 12.79%
Total $2,209,325,353 $2,028,419.137 35,137,744,490 $3,783,877,131

Five-year average reiurn 7.15% 2.55%




This chewt illustrates how
this leveling effect has
actualiy worked over the
years 2001 - 2010,

—e— A cluarial Value
—g— Market Value

—a— Valuation Value
{Retirement Only)
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SECTION 21 Valuation Resuits for the Los Angsles City Employees’ Retirement System

‘Subsection B described the actuarial asset valuation

method that gradually takes into account fluctuations in the
market value rate of return. The effect of this is fo stabilize
the actuarial rate of return, which contributes to leveling
pension plan costs.

CHART 12

Valuation Value (Retirement Gnly), Actuarial Value, and Market Value Rates of Return

for Years Ended June 30, 2001 - 2010
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The chart shows elements
af the experience
gain/(loss) for the most
recent year,
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SECTION 2:

Valuation Resulis for the Los Angeles City Employses’ Retirement System

Other Experience

There are other differences between the expected and the
actual experience that appear when the new valuation is
compared with the projections from the previous valuation.
These include:

The net gain from this other experience for the year ended
June 30, 2010 amounted to $101,001,076 which is 6.8% of
the actuarial accrued liability.

A brief summary of the demographic gain/{loss)
experience of LACERS for the year ended June 30, 2010 is

> the extent of turnover among the participants, shown in the chait below,
> retirement experience (earlier ar later than expected),

» mortality {more or fewer deaths than expecied),

> the nwnber of disability retirements, and

» salary increases different than assumed.

CHART 13

Experience Due to Changes in Demeographics for Year Ended June 30, 2010

. Gain due fo lower than expected salary increases for continuing actives
. Gain due to lower than expected COLA pranted to retirees and beneficiaries

. Gain due to reclassification of some pricr non-contributing active members

as vested or non-vested lerminations by LACERS

. Miscellaneous gain/(loss)
5. Net gain/{loss)

$7,897,263
33,359,924

56,530,336
3.213.333

BIHNL001,076




The chart compares ihis

valuation's
recommended

contribution with the
prier valuation.
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SECTION 2. Valuation Results for the Los Angeles City Employees® Relirement System

D. RECOMMENDED CONTRIBUTION

The amount of annual contribution required to fund the
Plan is comprised of an employer normal cost payment and
a payment on the unfunded actuariaf accrued itability, This
total amount is then divided by the projected payroll for
active members to determine the funding rate of 21.19% of
prayroll. We have continued to follow the method used in
the June 30, 2005 valuation to adjustthe contribution
requirement if the GASB ARC minimum contribution is
greater than the amount preseribed bejow, For 2010, the

beginning of year minimum GASB ARC is $331.9 million,
50 no additional adjustment has been made to the
recommended contributions.

As shown in item 1 below, the total normal cost rate
increased from 13.78% as of June 30, 2009 to 16.10% as of
June 30, 2010. This is mainly due to & one year increase in
the average age of active members after reflecting the
ERIP elections.

CHART 14
Recommended CGontribution

Year Ended June 30

2010 2009
% of % of
Amount Payrofl Amount Fayroll

1. Total normal cost $292,655,906 16.107% $286,582,206 15.78%
2. Expected employee contributions -3122.342.434 -6.73%* -107.903.907 =5.09400%
3. Employer normai cost: (1)+(2} $170,313,252 9.37% $178,678,299 9.84%
4, Actuarial accroed Hability 12,595,025,119 12,041,983,936
5. Vafuvation value of assets -0,334.027.411 -9.377,747.421
&, Unfunded actuariaf acorued liability $3,046,997,708 $2,464,236,515
7. Amortization of unfunded accrued liability 200,320,951 11.02% 148,789,924 8.19%
8. Tolal recommended contribution, beginning of year: (3) + (7} $370.634.203 20.39% $327.468.223 18.03%
2. Total recommended coniribution, Fuly 15 $371.808,294 20.46% $328.5G5,573 18.09%
10, Total recommended coniribution, end of pay periods $385.079.981 2L19Y $340,231.57% 18.73%
(1. Total recommended coniribution, 3/4 payment oo July 13,2011 and 3378927433 20.85% $334.795 600 18,43%

1/4 payment on June 30, 2012 ‘
12. Total recommended contributien, 1/2 payment on Janunary 3, 2012 and £390,438.068 2148% £344 865 626 18.93%

1/2 payment on May 2, 2012
13, Projected payroll (after 2009 ERIP) $1,817,662,284 $1,816,171,212

*
valugtion and 7.00% for the Jupe 30, 2040 valuatios.

Discounred te beginuing af year. The average enployee rate for contributions made ot the end of each pay period would be 6.18% for the June 30, 2009

12




The chart reconciles
the contribution from
the prior valuation (o
the amount determined
in this vafuation,
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SECTION 2. Valuation Results for the Los Angeles City Employees’ Retirement System

If paid by the City at the beginning of the year, the Reconciliation of Recommended Contribution
calculated normal cost (including expanses) is 9.37% of The chart below details the changes in the recommended
payroll. The remaining 11.02% of payroll will amortize the contribution from the prior valuation to the current year's
unfunded actuarial accrued liability over an equivalent valuation.

single amortization period of about 22 years.

The contribution rates as of June 30, 2010 are based on all
of the data described in the previous sections, the actuarial
assumptiong described in Section 4, and the Plan
provisions adopted at the time of preparation of the
Actuarial Valuation.

CHART 15
Reconciliation of Recommended Contribution from June 30, 2008 to June 36, 2010

Recommended Contribution as of June 30, 2009 $340,231,571
Effect of change in amortization amounts due to assumed growth in payroll $6,370,038
Effect of contributions {more)/less than recommended contribution 4,170,531
Effect of investment (gain)/loss 51,654,040
Effect of increase in employer normal cest due to payroll and demopgraphic changes 5,463,396
Effect of other (gaius) and losscs on acerued labifity -8 855717
Effect of implementing the increased employee contribution rafe under the 2009 ERIP 4 14,154,478

Total change 244848410

Recommended Contribution as of June 30, 2618 $385,079,981

13



These graphs show key
GASE factors.
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SECTION 2

Waluation Results for the Los Angeles City Employees’ Retirament System

., INFORMATION REQUIRED BY GASE

Governmental Accounting Standards Board (GASE)
reporting information provides standardized information
for comparative purposes for governments! pension plans.
This information aliows a reader of the financial statements
to compare the funding status of one governmental plan to
ancther on relatively equal terms.

Critical information to GASB is the historical comparison
of the GASB required contribution to the actual
contributions. This comparison demonstrates whether a
plan is being funded within the range of the GASE
reporting requiremnents. Chart 16 below presents a
graphical representation of this information for the Plan.

The other critical piece of information regarding the Plan’s
financial status is the funded ratio. This ratio compares the

actuarial value of assets to the actuarial acerued liabilities
of the plan as caloulated under GASE. High raties indicate
a well-funded plan with assets sufficient to pay most
benefits. Lower ratios may indicate recent changes to
benefit structures, funding of the plan befow actuarial
requirements, poor asset performance, of a variety of other
factors. ;

Although GASB requires that the actuarial value of assets
be used to determine the funded ratio, Chart 17 shows the
funded ratic calculated using both the actuarial value of
asseis and the market value of assets. ’

The details regarding the calculations of these values and
other GASB numbers may be found in Section 4,
Exhibits I, 11, and 1V,

CHART 16
Requirad Versus Actual Contributions

CHART 17
Funded Ratio

2005 2008 2007 2008 2009 2010
W Required W Actual

100% -
90% 4
80% 4
70%
60% -
50%
40%
30%
20%
10%

0%

2005 2008 2007 2008 20408 2010
e ANA Basis ~W-—WVA Basis
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SECTION 3:  Supplemental Information for the Los Angeles City Employees’ Retirement Sysfem

L

EXHIBIT A
Table of Plann Coverage

Year Ended June 30

Change From

Category 2010 200¢ Prior Year
Aetive members in valuation:
Number 26,245 30,065 -12.7%
Average age 46.1 464 MN/A
Average service 12.1 i2.3 A
Projected total payroll before ERIP NiA $1,999,861,604 N/ A
Projected average payroll before ERIP WA 366,518 N/A
Projected total payroll afier ERIP $1,817,662,284* $1,816,171,212%% 0.1%
Projected average payvol] afler ERIF $69,257% B65,6327%% 5.5%
Aceount balances $1,286,084,101 51,423,225,489 -9.6%
‘Total active vesied members 13,822 20,975 -10.3%
Inactive members:
Tamber 5,344 4,554 17.3%
Average age 4.9 42.4 M/A
Average contribution balance for thase with under 5 years of service $4,214 33,821 10.3%
- Average monthly benefit at age 60 for those with 3 or more years of service™*™ $1.360 51,355 0.4%
Retired membery:
Number in pay status 12,7490 10,563 26,6%
Average service at retirement 27.1 265 N/A
Average age af retirement 60.2 60.0 N/A&
Average age 70.4 72.0 N/A
Average monthly benefit {includes july COLA} $3,642 33,439 59%
Disabled members:
Number in pay stalus 905 942 0.3%
Average service at refirement 12.t 2.0 NA
Average age af retirement 45.3 45.0 N/A
Average age 624 6t.6 WA
Average monthly benefit (includes July COLA) 51,455 $1.416 2.8%
Beneficiaries: .
MNumber-in pay stalus 3,619 3,526 2.6%
Averape age 758 739 WA
Average monthly benefit {includes July COLA) 51,756 31,669 5.2%

¥ Reflects arimialized salaries for pari-time members,

w4 Profected total payroll after ERIE reflecting annualized salaries for pari-tinie members is §1,865,.588,107, for an average of $67,418.

¥4 Bused on salary of lerminalion from LACERS.

15
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SECTION 3:

Suppiemental Information for the Loz Angeles City Employess’ Retirement System

EXHIBITE

Members in Active Service as of June 30, 2010
By Age, Years of Service, and Average Payrofi

Years of Service

Age Total Q-4 5.8 10-14 15-19 20-24 25-2% 30-34 35-3% 40 & over
Under 25 500 490 10 - P v -- -- -- -~
338,076 $38,057 339,024 -- -- -- -- .- - -
15429 3,762 1,430 126 6 -- -- -- -- - e
53,090 52,860 54,126 $51,515 .- - .- - - -
n-34 2,598 1,307 1,049 236 [ -- -- -- - .-
63,474 60,258 66,331 GEAGG 368,961 -- ~- . -- --
35-39 2,919 1,064 1,009 728 163 15 -- -- .a --
66,975 59797 67.801 74496 79,159 874703 - -- -- [
40 - 44 3,750 888 9237 842 514 547 Y] -- -- .-
70.6G7 58,713 64,505 14,670 86,771 78,740 $71,065 - - --
45-49 4,753 804 857 754 512 {,315 474 33 v --
74,430 60,161 64,714 73,676 82,610 84,522 79,988 484 414 -- -
5034 4,359 634 744 543 401 1,130 s 180 12 --
74,717 58,633 62,454 70,904 79,082 83,105 87,895 79,084 $75,194 -
35-35¢9 3,007 463 61! 418 255 696 348 157 66 3
74.88% 61,145 63,170 73617 31,736 81,895 &7,3406 88,151 91,051 $55,505
G0 - 64 1,635 238 369 pli: 137 3is 133 o0 83 18
71,079 53,733 57,348 0417 76,443 78,253 80,953 93,788 108,481 $94.520
G5 - 69 658 105 157 1G4 61 i1l 58 4 16 22
64742 49,393 53,095 £7,039 70,673 71,631 76,391 18,447 84,409 $96,703
70 & vver 294 75 73 EX| 28 48 17 7 3 10
53,357 37,200 40,609 59479 60,348 72,204 64 080 85,129 50,213 587,291
Tolal 26.245 7,502 6,142 3.930 2,017 4,178 1762 50 L60 53
569,257 356,473 363,454 $72,798 381,556 581,940 $84,306 584,984 595,858 $91,354
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SECTION 3:  Supplemental information for the Los Angeles City Emplovees’ Retirement System

EXHIBITC
Beconciliation of Member Data

Active " inactive
Members Members Disableds Retired Members Bensficiaries Total
Number as of June 30, 2009 30,065 4,554 902 10,563 3,526 49,618
Mew members 511 N/A NiA N/A N/A 5it
Terminations - with vesled rights -5,213 1,213 0 0 ¢ G
Retirements* -2,517 =75 N/A 3,592 N/A g
New disabilities 28 0 28 N/a WA 0
New beneficiaries® NIA NA N/A N/ 273 273
Dieatiis or benefits expired -13 -1 -23 -415 -180 6938
Refund of members contributions -541 -346 O & v -887
Rehired 41 -39 -2 0 N/A 0
Data adjustments ] _A4r¥ _ G __ @ P} _ 4
Number as of June 30, 2010 26,245 3,344 905 12,74¢ 3,619 48,853
¥ Includes 2,395 retired members and beneficiaries who elected the 2009 ERIP,
4 Includes mentbers wha were both hired and terminated during the year.
Note:  For the chiange in the annual benefits firam the retirees and bengficiaries added 16 and removed fron the rofls, refer (e Exhibit D of the
suppleniental sehedules thar accompany this repori.
17
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SECTION 31 Supplemental Information for the Los Angeles City Employees’ Retiremeant System

EXHIBIT

Summary Statement of Income and Expenses on an Actuarial Value Basis for Retivement, Health, Family Death and

Larger Annuity Benefils

Year Ended June 30, 2010

Year Ended June 34, 20098

Contribution income:

Employer contributions

362,751,144

$383,637,842

Employee conlributions 126,201,295 118,592,071
Net contribution income $489,712,441 $502,229,913
Investment income:
Interest, dividends and other incoine $231,005,078 269,650,125
Recognition of capital appreciation 71,009,369 9,861,278
Less tuvestment and administrative fees -40.421.383 -32,400,748
Met investment income $261.593.004 $247.110,655
Total incone available for benefits $751.305,505 $749,3490,568
Less benefit paynients: ’
Payment of benellts -$653,134,296 -$584,472,818
Refunds of contributions -2 1.893 -21.375.182
Net bensfit payments -$681,106,189 -$605,793,000
Change in rescrve for future benefits $70,199,316 $143,542,568

Mofe: Results may be slightly off due to rounding.
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SECTION 2:  Supplemental Information for the Los Angeles City Employees’ Retiremant System

EXHIBITE

Summary Statement of Assets for Retirement, Health, Family Death, and Larger Annuity Benefits

Year Ended June 34, 2010

Year Ended June 30, 2009

Casli equivalents
Accounts receivable:
Invesiment income
Proceeds from sales
Other
Total accounts receivable
Envestments:
Fixed Income
Equities
Real Bstale shd Alternative Investment
Other
Total investments at market value

Totnl asseis

$33,361,902
37,691,856
4134392

$2,275,248,628
4,958,267,752
1,411,152,837
1.095.808.401

$372,183,032

575,188,150

$9.740,477.618
$10,187,848,800

$37,221,396
59,510,669
8.432.119

$2,005,804,516
4,518,507,955
1,279,559,314
1,550.993.011

B317,385,405%

5105,864,184

$9.354.864.896

59,778,114,489

Less accounts payable:
Accounts payable and accrued cxpenses
Derivative instrument
Purchases of investments
Security lending coliateral

Total ageounts payable

~$29,685,696

~24,900
-169,137,033
“987.636.645

-$1,186,484,274

-$26,963,852
0

-160,749,597
=1.447.412.249

$1,635,125.698

Net assels af market valoe
Met assets 2f actuarial valee

Net assets at valuation value (refirement benefids)

$11,019,583.518
38,554.007.481

£8,142,988,791
£10.949.384.202
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SECTION 3 Supplemental information for the Los Angeles City Employees’ Retirement System

EXAHIBITF

Development of the Fund Through June 39, 2010 for Retirement, Health, Family Death and Larger Annuity Benefils

‘ Net Actuarial Value of
Year Ended Employer Employee investment Benefit Assets at
Jung 30 Contributions Contributions Raturn® Payments End of Year
2065 $222,136,519 $94,268,171 $344,723,988 5479.891,624 £8,105,746,091
S2006 320,399,222 98,262,366 668,300,721 506,604,304 8.086,104,0697
2007 408,392,318 106,233,984 1,152,584.,883 540,388,726 9,812.926,556
2008 411,658,277 114,678,456 [,042,592,669*** 576,014,324%% 10.805,841,634
2009 "383,637.842 118,592,071 247,110,655 605,798,000 10,949,384,202
2010 352,751,146 126,961,295 261,593,064 681,108,189 11,019,583,518

* Mef of investment fees and administrative expenses.
**  Ineludes transfer of 56,220,076 to Fire and Pofice pension.

*=% Includes an 311,000,000 return of excess reserve from PPQ carrier,

20
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SECTION 3:  Supplemental Information for the Los Angeles City Employees’ Retirement System

EXHIBITG
Development of Unfunded Actuarial Accrued Liability for Year Ended June 30, 2010

I

Unfunded actuarial accrued Jiability at beginning of year
Norma! cost at beginning of year

Total contributions

Interest

Expected unfunded actuarial acorued liability

Changes due to expericnee loss™

Unfinded actuarial accrued liability at end of year

$2.464,236,515
286,582,206
392,319,769
194,869,138
$2,552,8568,090
488,129,618

* Excludes $47,565,678 Toss from coniributions {ess than anticibated due te one-year delay in implementing the higher coniribution rate calculated

i the Juse 30, 2009 valuation. That loss Is already included in the development of item 5.

The brealdown of the experience loss i as follows:
Trvestment (gair)/loss
(Gaintfloss due to lower than expected salary increayes for continuing actives
(Gain}ilass due to lower than expected COLA granted to retirees and beneficiaries

(Gainj/lnss due lo reclassification of some prior ror-contributing active members
as vested or non-vested terminations by LACERY

Miscellaneous {gain)loss

Total (painjfloss

$389, 130,694
{7.897,263)
(33,359,924}

(56,530,336)

(3.273,553)
§458,129.618
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SECTION 3:  Supplemental Information for the Los Angeles City Employees' Retlremant System

EXMIBITH
Tabte of Amortization Bases

Date Initial Initial Qutstanding Years Annual
Type Established Years Amount Balance Remaining Payment®

Contribution phase-in loss 06/30/2004 15 $29,485.103 524,922,769 g 53,176,422
Contributicn phase-in loss 06/30/2005 15 12,401,167 11,002,371 10 1,283,264
Combined bases 06/30/2003 30 1,715,353,201 1,886,974,841 25 111,683,067
Change in assumpiions 0&/30/2005 30 371,312,873 448,415,227 25 24,172,388
Experience loss 06/30/26G06 13 24,171,861 22,286,933 il 2,402,634
Bxperience gain 06/30/2007 15 309,656,196 -294,295,333 1z 29,585,664
Experience gain 0G6/30/2008 13 -247,657,800 -240.959,213 13 -22,714,145
Change in assumptions (643072008 30 25,603,618 26,748,229 i8 1,478,353
Experience loss D6/30/2009 i5 367,419,768 363,326,174 i4 32.324,426
Plan amendment {2009 ERIP) (6/30/2009 15 300,225,354 296,380,404 i 26,412,875
Experience loss 06/3G/2010 15 535,695,296 535,695,296 15 45,207.457
Subtotal before GASE amount $3,040,997,703 $195,881,277
40-year minimum JASB 25/27 06/30/2004 i 28,189,613 24,673,002 9 3,144,589
4G-year minimwmn GASB 25727 063072005 15 12,708,684 11,275,201 10 o h3l5,085
Total §3,076,945,911 $260,320,951

®

Beginning af year payments, based on level percerage of pavrodl,
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SECTION 3:  Supplemental Information for the Los Angeles Clty Employees’ Retirement System

EXHIBIT
Section 415 Limitations

Section 415 of the Internal Revenue Code (IRCO) specifies
the maximum benefits that may be paid to an individual
from a defined benefit plan and the maximum amounts that
may be allocated each vear to an individual’s account in a
defined contribution plan,

A qualified pension plan may not pay benefits in excess of
the Section 415 limits. The ultimate penalty for non-
compliance is disqualification: active participants could be
taxed on their vested benefits and the IRS may seek to tax
the income earned on the plan’s assets,

In particular, Section 415(b) of the IRC limits the
maximum annual benefit payable at the Normal Retirement
Age to a dollar fimit of 160,000 indexed for inflation.
That limit is $195,000 for 2010, Normal Retirement Age
for these purposes is age 62. These are the limits in
simplified terms, They must be adjusted based on each
participant’s circumstances, for such things as age at
retirement, form of benefits chosen and afier tax
contributions.

Benefits in excess of the limits may be paid through a
qualified governmental excess plan that meets the
requirements of Section 413(m).

Legal Counsel’s review and intsrpretation of the law and
regulations should be sought on any questions n this
regard,
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SECTION 3:  Supplemental Informaiion for the Los Angeles City Employees' Retirament System

EXHIBIT 4
Definitions of Pension Terms

The following list defines certain technical terms for the convenience of the reader;

Assumptions or Actuarial
Assumptions: The estimates on which the cost of the Plan is calculated including:

(a) Investment return — the rate of investment vield that the Plan will earn over
the long-term future;

(0 Mortality rates - the death rafes of employees and pensioners; life
expectancy is based on these rates;

() Retirement rates -~ the rate or probability of tetirement at a given age; and

{d) Tumgver rates — the rates at which employees of various ages are expected
to leave employment for reasons other than death, disability, or retivement,

Mormal Cost: The amount of contributions required to fund the benefit allocated to the current year
of service.

Acgtuarial Accrued Liability
For Actives: The equivalent of the accurnulated normal costs allocated to the yvears before the
valuation date.

Actnarial Accrued Ligbility
For Pensioners: The single sum value of lifetime benefits to existing pensioners. This sum takes
account of [ife expectancies appropriate to the ages of the pensioners and the interest
that the sum is expected to earn before it is entirely paid out in benefits,

Unfunded Actuarial Accrued 7
Liability: The extent to which the actuarial accrued liability of the Plan exceeds the assets of the
Plan. There is a wide range of approaches to paying off the unfunded actuarial acerued
fiability, from meeting the interest accrual only to amortizing it over a specific period
of time.

24




SECTION 2 Supplemental information for the Los Angeles City Employees’ Retirement System

Amortization of the Unfunded

Actuarial Acerued Liability:  Payments made over a period of years equal i value to the Plan’s unfunded actuarial
accrued liability.

Investment Return: The rate of earnings of the Plan from its Investments, including interest, dividends and
market gain and loss adjustments, computed as a percentage of the average value of
the fund. For actuarial purpeses, the investment return often reflects a smoothing of
the market gains and [osses 1o avoid significant swings in the velue of assets from one
vear to the next.

25
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SECTION 4:  Reporting Information for Los Angeles City Employees’ Retivernant System

EXHIBIT!
Summary of Actuarial Yaluation Results

The valuation was made with respect to the following data supplied to us:

i, Retired members as of the valuation date (including 3,519 beneficiaries in pay stalus) ' 17,264
2. Inactive members during year ended June 30, 261D 5,344
{including 3,504 members with under 5 years of service eligible for a refund of contributions)
3. Members active during the year snded June 30, 2010 ) 26,245
Fully vested 18,822
Net vested 7,423
The actuarial factors as of the valuation date are as follows:
Assels
1. Valuation value of assets (§9,001,364,526 at market value* and $11,019,583,518 af actuarial $9,55¢,027 411

value* as reported by LACERS)

2. Present value of future normal costs

Employes 1,130,206,611%

Employer 2.138.068,421

Total 3,268,275,032
Unfunded actuarial accrued Hability 3.040.997.708
Present value of current and future assets l $15,863,300,151
Liabilities

5. Present volue of future benefits

Retired members and beneficiaries 57,375,657,601

Inactive members 275,301,578

Active members ) 2.262.340.972

Total $15,363,300,151

* Markes value and actuarial valie of assels include ossets for Retirement, Health, Family Death, and Larger Apnuity Benefils.
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SECTION 4:  Raporting Information for Los Angeles City Emplovees’ Retirement System

$ M S b R N e

EXHIBIT | (continued)
Summary of Actuarial Valuation Results

The determination of the recommended contribution is as follows:

Total normal cost $292,635,906
Expected employee contributions® =122,342 654
Ermplover novrma! cost: (1) +42) F170,313,252
Payment on projected unfunded actuarie! accried Habilily 200,320,951
Total recommended contributien: (3) + (4}, payable beginning of year $370,634,203
Total recormmended contribution: adjusted for July 15 peyment $371.808 204
Total recommended contribution: adjusted for biweekly payment $385,079,981
Total recommended contribution: edjusted for 3/4 payment on July £5, 2011 and 1/4 payment on June 30, 2012 $378,927,453
9. Tatal recommended contribution; adjusted for 1/2 payment on Tanuary 3, 2012 and 1/2 payment on May 2, 2012 $390,438.066
10, Projecied payroll after 2109 ERIP $1,817,662,284
11, Item 5 as a perceniage of projected payroll: (5} + {10} 20.39%
12. Ttem § as a percentage of prajected payroll: (6) = (10} 20.46%
13. Ttem 7 as a percentage of projected payrell: (7} + {10) 21.19%
14, Hem 8 s # percentage of projected payroll: (8} + (10) 20.85%
15, Item ¢ as a percentage of projected payrell: {93 +(10) 21.48%
¥ Discounted to beginning of year.
27



SECTION4:  Raporting Information for Los Angeles City Employees’ Retirement Systam

EXHIBITH
Supplementary Information Required by GASB ~ Schedule of Employer Contributions

Rlan Year Annual Required Actual Percentage
Ended June 30 Contributions Coniributions Contributed

2005 $183,241,489 $158,131,638 86.20%

2008 227,740,600 227,740,600 166.00%

2007 277,516,400 277,516,400 100.00%

2008 288,119,041 288,110,041 100.00%

2009 274,354,786 274,354,786 100.00%

2010 ‘ 258,642,795 158,642,795 100.60%

*SEGAL
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BECTION 4: Reporting Information for Los Angeles City Employees' Retirement System

EXHIBIT I

Supplementary information Required by GASE - Schedule of Funding Progress

Unfunded/ UsAL as a
. Yaluation Actuarial {Qverfunded) Paercentage of
Actuarial Value Accrued Liability AAL Funded Coverad Covered
Yaluation of Assets {(AALY {JAAL}Y Ratio Payroil Payrol
Date {a) (k) (b} - (a} {a}/ {b} {c} [(b} - (&)l / (¢}
06/30/2005 $7,193,142,227 $9.321,524.967 $2,128,382,740 77.17% $1,589,205,846 133.92%
063072006 7,674,995,374 9,87’0,{5—62,387 2,195,003,013 T2.70% 1,733,339.536 126.67%
06/30/2007 8,599,699,772* $0,526,874,184 1,927,174 412 81.65% 1,896,609.013 101.61%
06/30/2008 9,438,314,300 11,186,403,741 1,748,085,441 84.37% {,977,644,640 88.3%%
06/30/2009 9.577,747,421 12,041,983,936 2,464,230,515 79.54% 1,816,171.212 135.68%
06/30/2010 9,554,027,411 12,595,025,119 3,040,997,708 75.86% 1,817,662,284 167.30%

* Voheotion valie of asseis Is after excluding $3,269, 481 uf discounted Harbor Port Police assets transferved in October 2007.
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EXRHIBIT IV

Supplementary Information Required by GASE

Yaluntion date
Actuarial cost method
Amertization method

Remaining amertization peried

Asset valuation method

Tene 34, 2010
Projected Unit Credit Cost Method — assuming & closed group.
Lavel percent of payroll — nsswming a 4.25% Increase in total covered payroll,

Muttiple layers. Actunrinl gains/losses ere amortized over 15 years. Assumption of method
changes sre amortized over 30 years. Plan changes, including the 2009 ERIP, are amortized
over 15 years. Puture ERIPs will be amortized over 5 years. Actvarial surplus is amortized
over 30 years. The existing layers on June 30, 20035, except fiose arising from the phase-in of
contribution rates for the May 30, 2002 experience study, were combined and amortized over
30 years. :

Maclcet value of assets less wnrecognized returns in each of the last seven years, Unrecognized
return is equal to the difference between the actual market return and the expected returs on
the market value, and is recognized over a seven-year period.

Astunrial assumptions:
Investment rate of return
Inflation rate
Real across-the-board salary increase

Projected salary increases

Cost of Jiving adjustments

§.00%
3.75%
0.50%

Ranges from 12.25% to 6.75% for inembers with less than § years of service, Ranges from
8.50% to 4.75% for members wilh 5 or more years of service,

3.00%

Plan membership:
Retired members and benefjciaries receiving benefits
Inactive members*
Active members
Total

17,264
5,344
26.245
48,853

¥ Either non-vested and entitled to a refiund of member contributions or vested with a right 1o a deferred or inmediate benafi.
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SECTION 4:  Reporting Information for Los Angeles City Employees’ Retirement System

EXHIBIT V
Development of the Net Pension Obligation and the Annual Pension Cost Pursuant to GASE 27

Employer ARG
Annual Employer Intereston  Adjustment Pension Change In
Plan Year Reguired Araount NEO wilth Inferest Amortization Cost NPO NPO Balance
Ended Contribution  Contributed thy * .08 {hyi{ey*1.08 Factor {a) + {c}—{d) {5} = (B} NPO + {g)
June 30 {a} {1} {c) {d) (e) {f (9} {t)
2008 $183,241,48%  $158,131,638 %0 30 N/A $183,241,439 $25,109,851  $83,784,569
2006 227,740,600 227,745,600 4,692,977 5,429,482 11.6712% 227,005,095 (735,505 83,049,064
2007 277,316,400 277,516,400 6,643,929 7.970,213 - 11.3532%* 276,190,116 {1,326,284) 1,722,780
2008 288,119,041 288,119,041 6,537,822 8,289,017 10.8207 286,367,846 (1,751,193) 75,971,585
2009 274554786 214,554,786 6,397,727 8,620,578 102384 272,331,935 (2,222,851} 77,748,734
2010x=# 258,642,795 258,642,795 6,219,859 8,803,501 §.7444 253,999,193 (2,643,602} 75,105,132

*  Due to the one-year lag in impletnenting new contribution rates, only the portion of the NPQ established in the June 30, 2004 valuation is being

antortized during 2005/2006.

Similarly, the portion af the NPQ established in the fune 30, 2005 valuation is being amortized during 200672007 and the welghted average facier for
the June 30, 2004 and June 38, 2005 layers is shown.

42 The calculation of the NPO bas been adjusted ia reflect the 4.25% totof payroll growth assumption, which was adopted by the Board for fiscal year
20087201 G funding requirentents.

Lk
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SECTION 4: Reporting Information for Los Angeles City Emplovees' Retirvement System

EXHIRIT Vi

Actuarial Assumptions and Actuarial Cost Method

Mortality Kaies:
Afler Service Retiremeant. RP-2000 Combined Healthy Mortality Table, set back one year,
After Disability Refirement: RP-200¢ Combined Healthy Mortalify Table, sel forward 7 years,

Termination Kates before Retirement:

Pre-Retirement Mortality: RP-2000 Combined Healthy Mortality Table, set back one year.
Rate (%)
Age Bisability Termination®
15 0.01 4.75
30 0.02 475
35 0.07 4.00
44 0.5 254
435 0.22 2.0
30 0.26 1.60
35 (.24 135
60 4.22 1.25

* Termination rafes are zero for members eligible to retire,

THEGAL
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SECTION 4:  Reperting Information for Los Angeles City Employees’ Retirement System

Rates of termination for members with less than 5 years of service are as follows:

Service

Rate {%)

Termination (Based on 3ervice}

Retirement Rates:

EER LA

&73
8.00
6.25
5.50
4.75

Retirement Probabitity

Age Mon-55/30 §5/30
50 10% 0%
51 5 {}
52 5 i
53 5 t
54 15 G
55 10 20
56 10 15
57 10 B3
58 16 15
59 10 15
60 10 15
61 19 i6
62 19 17
63 10 I8
64 10 1%
65 15 20
66 15 20
67 Is 20
68 15 20
69 15 20
70 100 160

33



TIEGAL

SECTION 4:  Reporting Information for Los Angeles City Employees’ Retiremment System

Retirement Age and Benefit for
Inactive Vested Participanis:

Exclusion of Inactive Members:

Definition of Active Members:

TInknown Data for Members:

Percent Married/Domestic Pariner:

Age of Spouse:

Assume pension benefit will be paid at the later of age 57 or the current atiained age.
For reciprocals, we assume 4,75% compensation increases per anmum.

All inactive participants are inciuded in the valuation,

First day of biweekly payroll following employment for new deparliment employees or
immediately following transfer from cther city department.

Same as those exhibited by members with simitar known characteristics. If not
specified, members are assumed to be male.

76% of male participants; 50% of female participants.

Female spouses 4 years younger than their spouses,

Future Benefif Aceruals;
Other Reciprocal Service:

Consumer Price Index:

Employee Coniribution and
Matching Account Crediting Rate:

Met Tnvestment Return:

1.0 year of service per vear,
10% of future inaciive vested members will worl at a reciprocal systen.

Increase of 3.75% per year; benefit increases due to CPI subject to 3.0% maximum.

6.50%
8.00%
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SECTION 4:  Reporting Information for Los Angeles City Employees® Retirement System

Balary Increases: According fo the following schedule:

For members with under 5 years of service,

Service Percentage Increase®
0 8.00%
i 6.75%
2 4.75%
3 3.75%
4 2.50%

For members with over 5 vears of service,

Age Percentage Increase®
20—24 2.25%
2529 2.00%

- 30-34 1.75%
35-39 1.50%
40 - 44 1.00%
45 — 49 0.75%
5054 0.50%
55-69 0.50%

* Before including a 3.75% inflation increase and a 0.50% across the
board increase.

Actuarial Value of Assets; The market value of assets less unrecognized returns in each of the last seven years.
Unrecognized refurn is equal to the difference between the actual and expected returng
on a market value basis and is recognized over a seven year period. The actuarial
value of assets cannot be less than 60% or greater than 140% of the market value of
assets.

FSEGAL 3



BECTION 4:  Reporting Information for Los Angeles City Emplovess’ Retirement System

Actuarial Cost Method: Projected Unit Credit Cost Method.

Funding Policy: The plan sponsor of the City of Los Angeles Employees’ Retirement System makes
contributions equal to the normal cost adjusted by an amount to amortize any surplus
or unfunded actuarial accrued liability. Both the normal cost and the sctuarial accrued
liability are determinad under the Projected Unit Credit cost method. All the bases on
ar hefore June 30, 20035, except those drising [rom the phase-in of contribution rates
for the 2002 experience study, were combined and amortized over 30 years effective =
June 30, 2005, Under the current funding polisy, any future changes in the UAAL due
to actuarial gains/losses will be amortized over separate 15 year periods. Any fiture
changes in the UAAL due to assumption or method changes will be amortized over
separate 30 year periods. Plan changes, including the 2009 ERIP, will be amortized
over separate 15 year periods. Future ERIPs will be amortized over 5 years. And
actuarial surplus will be amortized over 30 years.

Normal Caost and Actuarial Accrued Liabilily are calculated on an individual basis and
aro allocated by service.

In no event will the recommended contribution be Jess than the minimum Annual
Required Contribution (ARC) as determined under GASE Staternents 25 and 27.

e 36
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SECTION 4:  Reporiing informatlon for Los Angeles City Emplioyees’ Retirement System

EXHIBIT VIE
Summary of Plan Pravisions

This exhibit summarizes the major provisions of LACERS included in the valuation. It is not intended to be, nor should it be
interpreted ag, a complete statement ol all plan provisions.

Plan Year: July 1 threugh June 30
Census Date: June 30
Mormal Refirement Benefit:

Age & Service Reguirement Age T0;

(6§ 4.1020)

Amount (§ 4.1056.2)

Age 60 with 10 years of continuous service; or
Age 55 with at least 30 years of service.

2.16% per yvear of service (10t greater than 100%) of the Final Average Monthly
Compensation.

Ezrly Retirement Benefif:
Age & Service Requirement
{$4.1020)

Amount (§ 4.1056.2)

Age 55 with 10 years of continuous service; or
Any age with 30 year of service,

2,16% per year of service (not greater than 100%) of the Final Averapge Monthly
Compengsation, reduced for retirement ages below age 60 using the foliowing sample
Early Retirement benefit adjustment factors:

Age Factor Age Factor
45 8.6250 50 0.7750
55 0.9250 60 1.0GG0
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SECTION 4:  Reporting Informatien for L.os Angeles City Employees' Retirernent System '

¥inal Average

Meonthly Compensation:

(§4.1010)

Equivalent of monthly average salary of highest continuous 12 months (one year).

Cost of Living Benefit:
(§ 4.1040)

Based on changes to Los Angeles area consuiner price index to a maximum of 3% per
yeat, excess banked.

Treath after Retirement:
(6 4. 1044)

(1) 50% of retiree’s unmodifed allowance continued to an eligible spouse or a
domestic partner; or 2 modified continuance to an eligible spouse or a domestic
partner at the time of member’s death (or a designated beneficiary selected by
member at the time of retirement);

(1) $2,500 lurnp sum death benelit paid to a designated beneficiaty; and

(i} Any unused contributions if the member bas efected the cash refund annuity
option,
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Death before Retivement;
(547062 and § 4.1054)

Option #1:
(1) Eligibility — None:

(i1} Benefit — Refund of contributions plus a limited pension benefit equal to 50%
of monthly salary paid, according to the following schedule:

Service Credit Number of Monthly Payments
| year 2

2 years 4

3 years 6

4 years ]

5 years i0

O+ years 12

Option #2:

(i) Eligibility — Duty-relafed death or after 5 years of service,

(ii) Benefit — Continuance of service or disability benefit payable under 100% joint
and survivor option to an eligible spouse or qualified domestic partner.
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Member Normal Contributions:
(6 4.1031)

If an employee became a plan member on or after Janvary 1, 1983, the member
normal contribution rate is 6%,

If an employee became a plan member vefore January 1, 1983, the rate is based on
age at entry, sample rates by entry age {before reflecting applicable pick ups by the
employers or “defrayals™) are as foliows:

Entry Age MNormal Rate Survivor Rate
20 : 3.20% 0.44%
30 2.06% 3.75%
40 16.19% 0.91%
50 11.34% 1.03%

Effective July 1, 2011 the member normal contribution rate will be 7% for all
employees. The 7% member rate shall be pald uatil June 30, 2026 or until the ERIP

Cost Obligation (defined in ERIP Ordinance 180926) is fully paid, whichever comes
first.

* The net member rate after defrayals was adjusted to 6% upon the effective dale of GRIP
Ordinance 180926.

Drisability:
($4.1055)
Service Requirement

Amount

5 years of continuous service

1770 (about 1.43%) of the Final Average Monthly Compensation per yvear of service
or 1/3 of the Final Average Monthly Compensation, if greater,
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Deferved Withdrawal Retirement Benefit (Vested):

(§ 47020 and § 4.7059.1)
Age & Service Regquirement

Amommt

Age & Service Requirement

Amount

Age 70 with 5 years of continuous service;

Age 60 with 5 years of continuous service and at least 10 years have elapsed from first
date of membership; or

Age 55 with at least 30 years of service.

Deferred employee who meets part-time cligibility: age 60 with at least 10 years from
the first date of membership.

See Normal retirement benefit

Age 55 with 5 years of continuous service and at least 10 years have elapsed from first
date of membership; or

Age 55 with 10 years of continuous service,

Deferred employee who meets part-time eligibility: age 55 with at least 10 years from
the first date of membership.

See Barly retirement benefit

Withdrawal of Contributions Benefit (Ordinary Withdrawal):

Refund of employee contributions with interest.

Changes in Plan Provisions:

3046554y t/96043.901

There have been no changes in plan provisions, benefit amounts and eligibility
requirements since the last valuation, except for the change in the member rates
prescribed by ERIP Ordinance 180926,
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100 Monlgemery Slreot, Suite 540, San Francisco, GA 94104
T 416.263,6200 F 415.263.8290  www.segalce.com

Noventher 3, 2010

Board of Administration

Los Angeles City Employees' Retirement System
360 Fast Second Street, 8th Floor

Los Angeles, CA 80012

Dear Board members:

We are pieased to submit this Actwarial Valuation and Review of Other Postemployment Benefits (OPEB} as of June 30, 2010
under Governmental Accounting Standards Board Statements No. 43 and No. 45, The report summarizes the actuarial data
used in the valuation, discloses the Net QPER obligation (NOG) as of June 30, 201G, establishes the Annual Required
Contribuiion (ARC) for the coming year, and analyzes the preceding year ’Sjexperieﬁce. This report was based on the census
data provided the Refirement System and the ferms of the Flan. The actuarial calculations were completed under the
supervision of Dave Bergerson, FCA, ASA, MAAA, Enrolled Actuary and Patrick Twomey, ASA, MAAA, Enrolled Actuary.

This actuarial valuation has been completed in accordance with generally accepted actunrial principles and practices. 1o the
best of our knowledge, the information supplied in this actuarial valuation is complete and accurate. Further, in our opinion,
the assumptions used in this valution and described in Exhibit IT are reasonably related to the experience of and the
expectations for the Plan. The actuarial projections are based on these assumprions and the plan of benefits as summarized in
Exhibie TIT

Sircerely,
THE SEGAL COMFPANY

A Lol 2l | Brar, U T

Paul Angela, FSA, EA, MAAA, FCA Andy Yeung, ASA, E4, MAAL
Senior Vice President and Actuary Vice President and Associate Actuary
TXB/hy
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SECTION 1:  Executive Summary for Los Angeles City Employees’ Retirement System June 30, 2010 Measurement

Linder GASE 43 and 45

PURPOSE

This report presents the resulis of our actuarial valuation of
the City of Los Angeles Employees’ Retirement System
OPEB plan as of June 30, 2010, The results are in
accordance with the Governmental Accounting Standards,
which prescribe an accrual methodology for accumulating
the value of other postemployment benefits {OPEB) over
participants’ active working Jifetimes.

HIGHLIGHTS OF THE VALUATION

»  OnNMNovember 5, 2009, we issued a preliminary
valuation report as of June 30, 2009 that did not
inclade the impact of the 2009 Early Retirement
Incentive Program (ERIP) offered by the City, as the
ERIP elections were not available at that time.

On April 22, 2010, we issued a revised valuation report
as of June 30, 2009 to reflect the latest ERIP election
information available from the City at that time. The
important considerations related to the ERIP group
included in our report dated Aprif 22, 2010 and this
cusrent report are provided on pages 1 and i of this
year's Pension valuation report.

For consistency, the June 30, 2009 demographic
information shown in this report remains the same
a3 that shown in our June 3, 2009 valuation report
dated April 22, 2018, That is, the ERIP members
are classified as sctive as of June 30,2809 and as
retired as of June 3¢, 2010,

» The recommended contribution has increased from
$116.2 million (6.40% of payroll) to $130.8 million
(7.20% of payroll), assuming contributions are made
by the City on July 15,

Consistent with the June 30, 2009 valuation repost, the
employer contribution rates provided in this report
have been deveioped, assuming that they will be made
by the City at either (1) the beginning of the fiscal year
(i.¢e. the City will prepay is contributions or (2) on July
15 or (3) throughout the year {i.e. the City will pay
contributions at the end of every pay period), or (43 on
July 15, 2011 for three-fourths of the full payment and
on June 30, 2012 for the remaining one-fourth of the
full payment, or (5) on January 3, 2012 for one-half of
the full payment and on May 2, 2012 for the remaining

one-half of the full payment.

LACERS has elected to comply with GASE 43
effective with the June 30, 2005 valuation. The City is
required to include the GASB 435 results in its financial
statements effective with fiscal year 2007/2008.

The funding method used to develop the actuarial
required contribution (ARC) is the Projected Unit
Credit Mathod, a method that will produce an
increasing normal cost as a percent of payrell for
individual members.

The funded ratio has decreased from 65.23% to
63.82% in this valuation, The unfunded actuarial
accrued liability {UAAL) has increased from $715.7
million to $808.2 million. A reconciliation of the
change in the UAAL is provided on page 8, Section 2.

The discount rate for this valuation is 8.00%, and s
based on the assumptions that the City is paying a
contribution that equals the ARC and that 100% of
benefits will be paid from the trust,



SECTION 1:

Under GASB 43 and 45

Executive Bummary for Los Angeles City Emiployees’ Relirement System June 32, 2010 Measurement

> The Board has adopted a policy of amortizing the

entire Unfunded Actuarial Accrued Liabitity (UAAL)
as of June 390, 2007 over a fixed period of 28 years
beginning July 1, 2007. Health trend and premiuvm
assumption changes and gains and losses are amortized
over 15 years, and assumption changes recommended
in an experience study are amortized over 30 yeats. In
no case will the effective amortization period of the
unfunded actuarial accrued liability exceed 30 years. In
addition, the costs associated with the 2009 ERIP have
been amortized over 15 years beginning with the June
30, 2009 valuation date.

Under the Board’s asget smoothing method for the
June 30, 2009 valuation, any investment gains/losses
relative to the assumed return (currently 8% per vear)
were recognized over a period of 5 years. In addition,
the actuarial value of asseis was further adjusted, if
necessary, so that it would stay within 50% of the
market value of assets. Al the September 28, 2010
meeting, the Board adopted two changes o the asset
smoothing method, effective with the June 30, 2010
valuation. The first change was to increase the
smoothing pertod from 5 years to 7 years and the
second change was fo limit the actuarial value of assets
to be within 40% of market value (instead of the prior
50%).

As indicated in Section 3, Exhibit E of this report, the
total unrecognized investment loss ag of June 30, 2010
is $2,018.2 million for the assets [or Retirement,
Health, Family Death, and Larger Annuity Benefits.
This investment Joss will be recognized in the
determination of the actuarial value of assets for
funding purposes in the next few years. This implies

that earning the assumed rate of investment return of
8.00% per vear (net of expenses) on 2 market value
basis will result in investment losses on the actuarial
value of assets in the next few years. Therefore, if the
actual market return is equal to the assumed §.00% rate
and all other actuarial assumptions are met, the
cordribution requirements would increase in each of
the next few years.

The deferred josses of $2,018.2 million represent 22%
of the market value of assets as of June 30, 2010,
Unless offset by future investment gains or other
Tavarable experience, the recognition of the $2,018.2
million market losses is expected to have a significant
impact on the System’s future funded percentage and
contribution rafe requirements. This potential impact
may be illustrated as follows:

e Ifthe deferred [osses were recognized
immediately in the valuation value of assets, the
funded percentage would decrease from 63.82%
to 52.13%.

+  Ifthe deferred osses were recognized
immediaiely in the valuation value of assets, the
aggregate empioyer rate (payable on July 15)
would ncrease from 7.20% to 8.41% of payroll.




The key valuation
resulits for the current
and prior years are
shown,

SECTION 1:

Under GASE 43 ang 45

Executive Summary for Los Angeles City Employees’ Retirement System June 30, 2010 Measuremant

SUMMARY OF VALUATION RESULTS

June 30, 201440

June 30, 2008

Actuarial Accruad Liability (AAL) $2,233,874,432 $2,058,176,825
Actuarial Value of Assels 1,425,726,017 1,342,4%6,524
Unfunded Actuarial Accrued Diability 808,148,415 715,680,301
Funded Ratio 63.82% 65.23%
Market Value of Assets $1,164,606,591 $998,406,258
Annial Required Contributien (ARC) for coming year
NWormal eest (beginning of vear) 375,282,221 $69,782,153
Amortization of the unfunded actuarial accrued liability 55,134,978 46013918
Total Annual Required Contribution (beginning of year) $130,417,19¢ $115,796,071
Totaj Annuel Required Contribution (July 15} $130,830,333 116,162,889
Totat Annual Required Coniribution (end of cach pay period) $135,5060,318 $120,309,320
Projected total payroll* $1,817,662,284 $1,316,171,212
ARC a5 3 percentage of pay
Beginning of year 7.17% 637%
Tauly 15 7.20% 5.40%
End of cach pey period 7.45% 6.62%
3/4 payment on Tuly 15, 2011 and [/ payment on June 3¢, 2012 7.34% 6.52%
1/2 payment on January 3, 2012 and 1/2 payment on May 2, 2012 7.56% 6.72%
Tatal Participants ' 45,423 46,779
Astnual QPEB Cost (AQC) for Coming Year
Annug] Required Contributions (Tuly 15) $116,162,88% $96,511,234
Interest on Net OPEB Obligations G G
ARC Adjustments 4 4]
Total Arumal QPER Cost $116,162,889 $06,511,234
AQC as a percent of pay G.40% 3.31%

%*

Reflects amount calculated i the pension valuation.



SECTION 1: Executive Summary for Los Angeles Clty Employaes’ Retirement System June 30, 2010 Measurement
Under GASBE 432 and 45

November 3, 2010
ACTUARIAL CERTIFICATION

This is to certify that The Segal Company has conducted ai actuarial valuation of certain benefit obligations of Los Angeles
City Employees’ Retirement System’s other postemployment benefit programs as of June 30, 2010, in accordance with
generally accepted actuarial principles and practices. The actuarial calcuiations presented in this report have been made ona.
basis consistent with our understanding of GASE Statements No. 43 and No, 45 for the determination of the liability for
postemployment benefits other than pensions.

The actuarial valuation is based on the plan of benefits verified by LACERS and on participant, premium, claims and expense
data provided by the LACERS.

The actuarial computations made are for purposes of fulfilling plan accounting and funding requirements. Determinations for
purposes other than meeting financial accounling and funding requirements may be significantly different from the resulis
reported here, Accordingly, additional determinations may be needed for other purposes, such as judging benefit security at
termination of the plan, or determining short-ferm cash flow requirements,

To the best of our knowledge, this report is complete and accurate and in our opinion presents the information necessary to
comply with GASB Statements 43 and 45 with respect to the benefit obligations addressed, The signing actuaries are Members
of the Soclety of Actuaries, the American Academy of Actuaries, and other professional actuarial organizations and
collectively meet their “Generai Qualification Standards for Statements of Actuarial Opinfons” 1o render the actuarial opinion
confained herein.

Deane. Bargronam— /7 AT Q}/

Dave Bergerson, FCA, ASA, MAAA, BEA Patrick Twomey, ASA, MAAA, EA
Vice President and Actuary Assistant Actuary




SECTION 2:  Valuation Results for the Los Angeles City Employees’ Retirement System June 30, 2010 Measurement

Under GASBE 43 and 45

The actuarial present vaiue of total projecied benefits uses
the actuarial assumptions disclosed in Section 4 to
calculate the value foday of all benefits expected to be paid
to current actives and retired plan members. The actuarial
balance sheet shows the expected breskdown of how these
benefits wiil be financed,

CHART1

Actuarial Present Value of Total Projected Benefits (APB) and Actuarial Balance Sheet

Actuarial Present Value
of Total Projected Benefits (AFR}

2010

2009

Farticipant Category
Current retirees, beneficiaties, and dependents

Currenl aclive members

51,124,253,854
1,898,431,686

$1,118,519,907
1,723,009,711

Terminated members entitled but not vet eligible 34,454,928 26,181,886
Total as of June 30 83,057,140,468 $2,867,711,504
2010 2008
Actunrial Balance Sheet
The actuarial balance sheet as of the vatuation date is as follows:
Assets
I, Actuacial velue of assets §1,425,726,017 $1,342,496,524
2. Present value of future normal costs 823,266,036 809,534,679
3. Unfunded actuarial accrued Hability 808,148,415 715680301
4.

Present value of current end fuluse assets
Lialilities

5. Actuarial Present Value of tolal Projected Benefits

$3,057,140,468

$3.057.140,468

$2,867,711,504

$2,867,711,504




SECTION 2:
iUnder GASE 43 and 45

Valuation Results for the Los Angeles City Employees’ Retlrement System June 30, 2010 Measurement

The actuarial accrued liability shows that portion of the
APB (Chart 1) allocated to periods prior to the valuation
date by the actuarial cost method, The chart below shows
the portion of the liability for active and inactive members,

and reconciles the unfunded actuarial liability from fast
vear to this year.

CHART 2
Actuarial Accrued Liability {AAL} and Unfunded AAL {UAAL)

June 30, 2010 June 20, 2009

FParticipant Category
Cusrent retirees, beneficiaries, and dependents

Current aclive members

$1,124,253,854
1,075,165,650

B1.118,519,507
913,475,032

Terminated members entitled but nat yet eligible 34,454,978 26.181.88¢
Total actuasial acorued liability $2,231,874,432 $2,038,176,825
Unfunded Actuarial Accrued Liability

Total Actuarial accroed fHabifity $2,233,874,432 $2,058,176,825
Actuarial value of assels 1425726017 1,342 496 524

Unfunded actuarial acerued liability

$808,148,415 $715,680,301

Develepment of Unfunded Actuarial Acerwed Liability for the Year Ended June 30, 2050

t.  Unfunded actuarial agcrued fiability at beginning of year
Employer notimal cost at beginning of year

Total employer contribntions at July 15

Inferest

Expected unfunded acluarial accrued Hability

S R

Change due fo the combined effec! of experience gains, updated
assumptions and methods

7. Unfagded actuaria accrued liability et end of year

$715,680,301
69,782,153
-96,511,234
55,467,146
744,418,266
63,730,049

$808,148,415




SECTION 2 Valuation Results for the Los Angsales City Employees’ Retirement System June 30, 2010 Measurement
Under GASE 43 and 48

The unfunded actuarial accrued Hability may be amortized
over periods of up to 30 years. Amortization payments may
be calculated as level dollar amounts or as amounts
designed to remain level as a percent of a growing payroll
base. Los Angeles City Employees' Retirement System has
elected to amortize unfunded actuarial accrued liability
using the following rules: The unfunded actuarial accrued
liability as of June 38, 2007 is amortized over a fixed
period of 28 years beginning July 1, 2007. Assumption
changes are amortized over 30 years and gains and logses
are amortized over 15 years. The costs associated with the
2009 ERIP have been amortized over 15 years beginning
with the June 30, 2009 valuation date.

CHART 3

Table of Amortization Bases

Date inttial nitial Qutstanding Annual Years
Type Established Year Amount Balance Payment® Ramalning

Initéal Unfunded Actuarial 06/30/2007 28 $544,856,288 $575,548,221 534,064,572 25
Accrued Liability

Experience Loss 06/30/2008 15 2,484,406 2,417,208 227,858 13
Assumption Change 06/30/2008 in 27,599,895 28,831,508 1,593,494 28
Experience Loss 06/30/2009 15 113,097,781 111,837,707 9,949 984 14
Assumption Change 05/30/2009 30 -48§,425,001 -44,520,760 -2,681,868 29
Implementation of ERIP 06/30/2009 5 54,735,645 54,125,810 4,815,468 14
Lxperience Loss 06/30/2010 s 15,609,129 15,609,129 1,317,258 i5
Assumption Change (673072010 5 69,295,592 69,299,557 5.848.210 15
Total $808.148,415 555,134,978

¥ Level percentage of pay



BECTION 2:
Under GASE 43 and 458

Valuation Results for the Los Angeles City Employees’ Retirement System June 36, 2010 Msasurement

The Annual Required Contribution (ARC) is the amount
calcutated to determine the annual cost of the OPEB plan
for aceounting purposes on an accrual basis. The
calculation consists of adding the Normal Cost of the plan
to an amortization payment. Both are determined as of the
start of the accounting period and adjusted ag if the annual
cost wete to be conirtbuted throughout the fiscal year or on

The amortization payment is based on a 28-year
amortization of the initlal unfunded actuarial accrued
{iabikity as of June 30, 2007, 30-year amortization of
assumption changes adapied as part of an experience study,
and 13-year amortization of gains and losses, and health
trend and premium assumption changes on a level percent
of payroll basis,

Tuly 15", three-fourth payment on July 15, 2011 and one-
fourth payment on June 38, 2012 or ene-half payment on
January 3, 2012 and one-half payment on May 2, 2012,

The change in unfunded actuarial accrued liability due to
adoption of the Early Retirement Incentive Program
{ERIP) was amortized over 15 years.

GHART 4

Determination of Annual Required Contribution (ARC)

Cost Element

Determined as of June 30

e I

o
o

Amount
Mormai cost $75,282,221
Amortization of the uvnfunded acluarial accrued liability 55,134,973
Tatal Angual Required Contribution (beginning of year) $13G,417,199
Projected Payroll* $1,817,662,284
Adjustment for timing (July 13) 413,134
Total Annual Required Contribution {July 15) $130,830,333
Adjustment for timing (end of pay pericd) 5,083,119
Total Annuel Required Contribution (end of pay period) $135,500,380
Total Anpual Required Contribution (3/4 payment on $133,335,393
July 15, 2011 and 1/4 payment on June 30, 2012)
. Total Annuel Required Contribution (1/2 payment ont $137,385,685

January 3, 2012 and 1/2 payment on May 2, 2012)

2010 2009

Percentage of Percentage of

Compensation Amount Compansation
4.14% $69,782,153 3.84%
3.03% 46,013,918 2.53%
T17% $115,7986,071 6.37%

$1,816,171,212

0. 04 % 366,818 0.03%
7.20% $116,162,889 6.40%
0.28% 4,513,249 0.25%
7.45%, $120,309,320 6.62%
7.34% $118.387,108 6.52%
7.56% $121,983,317 6.72%

* Reflects amanint caloulated in the persion valuation.




SECTION 2:  Valuation Results for the Los Angeles City Employees’ Retirement System June 30, 2010 Measurement
Under GASB 43 and 48

The Annual OPEB Cost (AOC) adjusts the ARC for any
past differences between the ARC and contributions in
relation to the ARC as tracked in the Net OPEB Obligation
(NOO}. The AOC is the cost of OPEB actually recognized
as an expense for the Fiscal Year under GASB 45,

CHART 4 (continued)
Determination of Annual OGPEB Cost (AQC)

Petermined as of June 30

Cost Element - 2010 ' 2009
Percentage of Percentage of
Amount Compensation Amount Compensation
Annugl Reguived Contribution (July 15} $130,830,333 7.20% $5116,162,889 6.40%
Z. Interest on Beginning of Year Net CPER Obligation 0 0.00% 0 0.06%
(NODY
. ARC adjustment 1] 0.00% g £.00%
4,  Annual OPEE Cost (July 15) $130.830,333 1.20% $116,162.8499 5.40%




BECTION 2:  Valualion Results for the Los Angeles City Employess’ Retlrement System June 30, 2010 Measurement
Under GASE 43 and 45

For GASB 43 (plan reporting) purposes, the schedule of
emplover contributions compares actual confributions to
the ARC. For GASB 45 (employer reporting} purposes, the

schedule of employer contributions compares actual

contributions to the AOC,

CHART S

Required Suppiementary Information — Schedule of Employer Contrlbutions

GASB 43
Fiscal Year Ended Annual Required Actuai Percentage
June 30 Contributions Contributions Contributed
2006* $76,116,104 $76,116,104 160.00%
2007 15,232,538 115,232,538 100.00%
2608 108,848,459 108,848,490 160.00%
2009 95,122,090 95,122,690 100.00%
2010 96,511,234 96,511,234 100.00%

*

ARC for plan year ended Jung 36, 2006 was delermined in the June 30, 2004 valnaiion. Jf was not calcilated using the paramcters requived for GASE 43 because the
plan’s finiding polficy exclided active employees with less than 10 years of service.

Required Supplemeniary Information — Schedule of Employer Contributions

GASE 45

Fiscal Year Ended Annual OPEB Actual Percentage
June 30 Cost contributions Contributed

2006* $76,116,104 576,116,104 106.00%

2007 115,232,538 115,232,528 100.00%

2008 108,848,499 108,348,499 100.00%

200% 95,122,090 95,122,090 100.60%

2010 96,511,234 96,511,234 100.00%

"

ARC for plarn year ended June 30, 2006 was determined in the June 30, 2004 valuetion, It was nof calculated using the parameters vequived for GASE 45 because the
plan's funding policy excluded active empioyees with less than 13 pears of service.

16




SECTION 2:  Valuation Results for the Los Angeles City Employses’ Retirement Syste.m June 30, 2010 Measurement
Under GASB 43 and 45

This schedule of funding progress presents multi-year trend
information about whether the actuarial value of plan assets
is increasing or decreasing over time relative to the
actuarial accrued liability for benefits,

CHART &

Requirad Supplementary Infermation — Schedule of Funding Progress

. UAALasa
Actuarial Actuarial Unfunded ‘Percentage of
Actuarial Value Accrued Liability AAL Funded Covered Coverad
Valuation of Assets {AAL) (UAAL} Rafio Payroll Payroll
Data (a) {b} (b} - (a) (a}/ (b} {c}) i(b) - {a) / {c}]
06/30/2005 $893,378.123 $1,718,898,792 5825,520,669 31.97% 51,589,305,346 51.94%
06/30/2006 990,269,715 1,720,798,950 740,529,235 57.21% 1,733,339,535 42.72%
06/30/2007 1,185,543,893 1,730,400,181 544,856,288 68.51% £,896,609,013 28.73%
06/30/2008 1,342,919,611 1,928,042,900 385,123,289 69.65% 1,977,644,640 29.59%
D6/30/2009 1,342,496,524 7,058,176,825 715,680,301 65.23% 1,816,171,212 39.41%
(6/30/2010 1,425,720,017 . 2,233,874,432 808,148,415 63.82% 1,817,662,284 44,46%

*  Reflects amount calculated in the pension valuation,

11



SECTION 2:  Valuation Results for the Los Angeles City Employees’ Retirement System June 3¢, 2010 Measurement

Under GASE 43 and 48

The Net OPEB obligation measures the accumulated
differences between the annual OPEB cost and the actual
contrivutions in relation to the ARC,

CHART 7
Required Supplementary Information ~ Net OPEB Obligation (NOQ}

Annual interest on Annual OPEB Actual Met Increase NOD
Fiseal Reguired Existing ARC Cost Contribution in NOO as of
Year Contribution NOO Adjustment {a} + {b} + {c} Amount {d} - (=) Fiscal Year
End {a} (b} {c) {d} {e) {f) g}
06/30/2006 576,116,104 50 50 376,116,104 §76,116.104 50 50
0&/30:2007 115,232,538 G 0 115,232,538 115,232,534 & 0
06/30/2008 108,848,49% G 0 108,848,459 108,343,406 ¢ )
06/30/2009 95,122,090 4] 4] 95,122,090 ©5.122,090 [y 0
06/30/2010 96,511,234 ¢] 0 96,511,234 96,511,234 1] ¢

* ARC for plan year ended June 30, 2006 was determined in the June 30, 2004 valuation. It ways not calculated using the paramerers veguired for GASB 43 because

the plan’s funding policy excluded aciive emplopzes with less than 10 years of service.

12




SECTION 3: Supplemental Valuation Detalls for the Los Angeles City Employees’ Retirement System June 30, 2010
Measurement Under GASE 43 and 45

This exhibit summarizes EXHIBIT &
the participant dala

used for the current gnd Summary of Participant Data

prior vaiuations.

June 30, 2010 June 30, 2009
Refirees®
Number of non-disabled 11,510 9.594
Number of disabled ' 288 529
Total pumber of yethrees 11,798 19,123
Average age of refirees 704 71.2
Number of spouses 4,930 4,147
Average age ol spouses 66.7 66.0
Surviving Spouscs* .
Number ' 1,644 1,770
Average age 78.8 754
Active Participanis
Number 206,245 30,065
Average age 46.1 46.4
Average years of service 12.1 123
Enactive Vegted Participants (excluding those with less than 10 vears of service}
Number 306 674
Average age 30.2 49.6

*  Excludes retivees not yer eligible for retiree health benefits.

i3



SECTION 3:

Supplamental Valuation Details for the Los Angeles Clly Employees’ Retirement System June 30, 2014
Measurement Under GASE 41 and 45

EAHIBITB

Cash Flow Projections

The ARC generally exceeds the current pay-as-you-go
{“paygo”) cost of an GPEB plan. Over time the paygo cost
will tend to grow and may even eventually exceed the ARC
in & well funded plan. The foliowing table projecis the
pavgo cost as the projected net fund payment over the next

ten years.

. Year Ending

Preojected Number of Fetirees®

Projected Benefii Payments

June 30 Current  Future Total Current Future Total
2011 18,372 318 19,190 $90,245,000 $4,572,042 594,817,042
2012 17,930 1,505 19,435 91,215,602 9,312,508 101,228,110
2013 17,445 2,244 19,689 93,217,157 15351,309  110,56%,066
2014 15,529 3,065 19,994 97,367,080 22,817,431 129,124,511
2015 16,392 3,961 20,353 99,179,153 31,923,255 131,102,408
2016 15,817 4938 20,735 100,275,521 42,804,078 143,079,599
2017 15,235 6,022 21,257 100,952,942 53,740,683 156,693,825
2018 14,645 7462 21,807 100,987,477 70,228,672 171,216,149
2019 14,042 8,330 22,381 100,987,993 §6,033,451 187,021,474
2020 13,438 %541 22,979 100,145,847 103442377 203,588,224

*

Includes spouses of retivees, bul excludes those nof receiving a subsidy from LACERS.

14




SECTION 3:  Supplemental Valuation Details for the Los Angeles City Employees' Retirement System June 30, 20190
Measurement Under GASE 43 and 45

EXHIBIT C

Summary Statement of Income and Expenses on an Actuarial Value Basis for Retirement, Health, Family Death and

Larger Annuity Benefiis

Year Ended June 38, 2010

Year Ended June 30, 2008

Contribution income:

Employer contributions 8362,751,146 $383,637,842
Employee contributions 126,941,295 118,562 071
Met contribution incomce $489,712,441 $302,229,913
Investment income:
Interest, dividends and other income "%231,005,078 $269,650,125
Recognition of capital appreciation 71,009,369 9,861,278
Less investment and administrative fees -40.421.383 =32.400.748
Net investment income $261.593.064 247,110,655
Totsl income available for benelits §751,305,505 $749,340,568
Less benefit payments:
Payment of benefits -5653,134,296 -$584,472,818
Refunds of contributions 27,971,893 -21,325.182
et benefit puymenis -3681,106,189 -$605,798,000
Change in reserve for future enefits 870,199,316 $143,542,568

Nore:  Results may be stightly off due to rounding.

15



SECTION 3

Measurement Under GASE 43 and 45

Supplemental Valuation Details for the Los Angsles City Employees’ Retirement System June 30, 2010

EXHIBIT D

Summary Statement of Assets for Retirement, Health, Family Death, and Larger Annuity Benefits

Year Ended June 30, 2010

Year Ended June 30, 2009

Cash equivalents
Aecounts reecivable:
Investment income
Proceeds from sales
Other
Total accounts recelvable
Tnvestiments:
Fixed Income
Erpuitics
Real Estate and Alternative Investment
Other
Total investmenis af market value

Total nssets

$33,361.902
37,691,856
4£134.292

$2,275,248,628
4,958367,752
1,411,152,837
1.093.808.401

$372,183,032

$75,148,150

$8.740,477.618
$10,187,848,500

$37,221,396
59,510,669
9,132,119

$2,005,304,616
4,518,507,955
1,279,559,314
1.230.993.0101

$317,385,40%

5105,804,184

$9.354,864.896
$9,778,114,489

Less accounts payable:

Acuounts payable and acerued expenses -$29,685,696 -$26,963,852
Drerivative instrument -24.900 0
Purchages of investments -109,137,033 -160,749,5%7
Security lending collaterat -987.636,045 -1,447,412,249
Total accounts payable -51,186,484,274 -$1,635,125,693
Net agsets at market value £9,001.364,520 $8,142.988,79]
Mot assets at aciunrial value $11.019.583518 949,384,202
MNet asseis af valuntion value (retivee health benefits) 51.425,726,017 $1.342,496,524

16




The chart shows the
determination of the
acliarial value of assels
as of the valuation date.

SECTION 3:

Measurement Under GASE 43 and 45

Supplemental Valuation Details for the Los Angeles City Employees’ Retirement System June 30, 2010

1t Is desirable to have level and predictable plan costs from
one year to the next. For this reason, the Board of
Administration has approved an asset valuation method
that gradually adjusts 1o market vatue. Under this valuation
method, the full value of market fluctuations is not

treated as income, which may be positive or negative.

recogiized in a single vear and, as a resuitl, the asset value
and the plan costs are more stable.

Realized and unreaiized gains and losses are freated
equally and, therefore, the sale of assets has no immediate
effect on the actuarial value.

The amount of the adjustment {o recognize marlet value is

EXHIBITE

Determination of Actuartal Value of Assets for Year Ended June 30, 2010

I,

Bl R AUl el

Market value of assets

Calculation of unrecognized retum™

{a) Year ended June 30, 2010

{b) Yearended June 30, 2009

{c) Year ended June 30, 2008

{d) Year ended June 30, 2007

{c) Yearended June 30, 2006

{fy  Total unrecognized return
Preliminary sctearial value: {1)- 20
Adjustment to be within 40% corvidor
Final actuarial value of assets: {3) + (4)

Original Percent Not

Amount Recognized
§392,956,483 83.71%
-2,504,832,484 66.67%
-1,549,283,380 4£8.00%
1,054,377,186 30,00%
366,478,652 13.33%

Actuarial value as a percentage o markef value: (5} +{1)

Market value of reliree hea]th assels

‘Valnation value of retiree health assets (5) + (1) x {7)
Deferred return recognized in each of the next 6 years:

(2} Amountrecognized on 6/30/2011
(b} Amount recognized on 6/30/2012
(¢} Amount recognized on 6/30/2013
(d} Amount recognized on 6/30/2014
(e} Amount recognized on 6/30/2015
{fy Amount recognized on 6/30/20146

{g} Subtotal {may not total exactly due to rounding)

Amount Not
——Recognized
$336,812,843
-1,976,554,989

" 743,660,822

316,313,156
_43.863.320

$9,001,364,526

-$2,018,258,992
$11,019,583,518
0

$11,019 583,518
122.47%
$1,164,606,59]
$1,425,726,007

-$395.219,935
-395,219,935%
419,651,845
-325,089,564
339,174,358

56,136,640
-$2,018,218,097

*Total return sinus expected refurn on a marke! value basiy

1

-



SECTION 3:  Supplemental Valuation Details Tor the Los Angeles City Emplovees’ Refirement System June 30, 2010
Measurement Under GASE 43 and 45

The chart below details the changes in the ARC from the
piior valuation to the current vear’s valuation.

EXHIBITF
Reconciliation of Recommended Contribution

em

Amount
Expected ARC (beginning of year) : $115,796,071
Change in smortization amount due {o assumed growth in payreil . $1.955,592
Other experience gains/losses -1,891,079
Investment loss . 3,208,337
Assumption changes 5,848,210
Changes in composition of active population 5.300.068
Actual ARC (beginning of year) 5130417199




SECTION 4:  Supporting Information for the Los Angeles City Employees’ Retirement System June 30, 2010
Meaasurement Under GASE 43 and 46

EXHIBIT |

Bummary of Reguired Supplemeniary Information

Valuation dute
Actuarial cost method
Amortization method

Remaining amertization peried

Asset vakuation method

Actuarial agsumptions,;
Invesiment rate of relurn
Inflation rate
Real across-the-board salary increase
Projected salety increases

Medical cost irend rate

Demntal cost irend rale
Medicare Part B premivm
Plan membership:

Current rotirees, beneficiaries, and dependents
receiving benefits

Current active patticipants
Terminsted perticipants entitled bul not yet eligibic
Total

June 30, 2010
Projected Unit Credit Cost Method — assuniing a closed group
Level percent of payroll — assuming a 4.25% increase in total covered payrofl.

Multiple layers. Actuarial gains/losses are amostized over 15 yeers. Assumption changes
resulting from experience study are amortized over 30 years, Health trend and premium
assumption changes amortized over 15 years. The initial unfunded on June 30, 2007 were
combined and amortized over 28 years, Plan changes, including the Hability change due to the
ERIY is amortized over 15 years. Future ERTPs will be amortized over 5 years. Actuarial surplus
is amortized over 30 years.

Market value of assels iesz unrecognized returns.

Uneecognized return is equal to the difference between the actual market return and the expecied
return o5 the market value, and is recognized over a seven-vear period.

Tn addition, the actuarial value of assets is further adjusted, il necessary, to stay within 40% of
the markel value of assets (previously, the imit was 50%),

3.00%
3.75%
0.50%
N/A

Actual jncrease for 2010-2011, 9.75% starting in the 2011-2012 fiscal year graded down by
0.50% per year over 1¢ years to an ultimate rate of 5.00%

5.00%
5.00%
June 30, 201¢ June 30, 2009
18,372 16,046
20,245 30,063
806 674
454232 45,779




SECTION 4 Supporiing Information for the Los Angeles City Employees' Retirement System June 30, 2010
Measurement Under GASE 43 and 45

EXHIBIT 1

Actuarial Assumptions and Actuarial Cost Method

Data; Detailed census data and financial data for postemployment benefits were provided
by LACERS. )
Unknown Data {or Members: Same as those exhibited by members with similar known characteristies. Hf not

speeified, members are assumed to be male,

Actuarial Cost Method: Projected usit eredit.
Termination Rates before _
Retirement: Pre-Retirement Mortality: RP-2000 Combined Healthy Mortality table, set back one
yeoar.
Age Disablilty. Termination®
5 0.61% 475%
) 0.03 4,75
33 0.07 4,090
40 0.15 2.84
43 0.22 2.01
50 0.26 1.60
53 0.24 1,35
56 0.22 1,25

All deaths are assumed 1o be non-duty refated.
Mo termination is assumed afier a member is eligible Tor retiremnent,

* Termination rates for actives with less than 2 years of service are as follows:

Jervice Hate
0 9.75%
t 8.00
2 6.25
3 5.5G
4 4.75

20




SECTION 4:  Supporting Informatlon for the"i_os Angeles City Empioyees’ Retirement System June 30, 2010
Measurement Under GASE 43 and 45

Measurement Date: June 30, 2015

Discount Rate: 8.00%, net of investment and administrative expenses

FPostrefirement Mortality Rafes:

Healthy RP-2000 Combined Healthy Mortality table, set back one vear.
Disabled RP-2000 Combined Healthy Mortality Table, set forward 7 years.
Active Retivement Rates: Retirement Probabiiity
Age Non-55/30 55130
50 10% 0%
51 3 0
52 5 0
53 3 g
54 i5 g
35 i 0
56 10 15
57 10 15
58 10 15
59 10 i5
60 10 15
61 10 16
62 16 17
G3 Y 18
64 it 19
83 15 iy
60 15 20
67 i5 20
G8 {5 20
£9 i5 20

74 1090 1090



SECTION 4: Supporling Information for the Los Angeles City Employees’ Retirermnent System June 30, 2010
Measurement Under GASE 43 and 45

Retirement Age and Benefit for
Insctive Vested Participanis:

Exclusion of Inactive Vested:

Per Capita Cost Development:

Assume pension benefit will be paid at the later of age 57 or the current atiained age,

Inactive vested with less than 10 years of service are excluded.

The assumed costs on a composite basis are the fulure costs of providing
postretirement health care benefits at each age, To determine the assumed costs on a
composite basig, historical premiums are reviewed and adjusted for increases in the
cost of health care services.

Maximum Dental Subsidy (same as premiym)
Monthly 2010-

Participation 2011 Fiscal
Carrier Percent Year Subsidy
Met Life PPG 76.4 $36.16
SafeGuard 23.6 $12.38
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SECTION 4:

Measurement Under GASE 43 and 45

Supporting Information for the Los Angeles City Employees' Retirement System June 30, 2010

Per Capita Cost Development:

2010-20111 Fiscal Year

Election
CARRIER Percent
Kaiser 60.0
Blue Cross FPO 215
Bhie Cross HMO 18.5

20140-2011 Fiscal Year

Election
CARRIER Percent
Kaiser 37.5
Blue Cross FPO 3.1
Secure
Horizons CA 12.4

Participant Under Age 85 or Not Eligibie for Medicare A& B

Single Party Married/With Domestic Partner Eligible Survivor
Monthly  Maximum Monthly  Maxbnum Monthly  Maximum
Premium Subsidy Bubsidy Premiuin Subsidy Subsidy Premium Subsidy Substdy
$578.98  $1,156.50 $578.98 | $1,15598  $L15650 | $1,155.98 $57%.98 3$578.98 3578.98
$955.66  $1,[56.50 595566 1 $1,905.08  81,156.50 1 SL,156.56 $955.66 57898 5578.98
$660.46  §1,156.50 $660.46 | $1314.6%  $1,15650 1 8L156.50 $6560.46 $578.98 $578.98
Participant Eligible for Medicare A& B
Single Party Married/With Domestic Partner Eligible Surviver
Menthly Maximum Monthly Maximum Monthly Maximum
Premium Subsidy Subsidy Premium Subsidy Subsidy Premium Subsidy Subsidy
$205.45 §205.45 $205.45 $408.91 $408.9¢ $408.91 $205.45 $5205.45 $205.45
$460.25 $460.25 $460.23 $891.76 $661.10 $661.10 $460.25 $460.25 546825
$208.28 $208.28 $208.28 $412.31 3412.31 548233 $208.28 $208.28 5208.28 |
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SECTION 4 Supporiing information for the Los Angeles City Employees’ Refirement System June 3¢, 2010
Measurement Under GASE 43 and 45

Marital Status
Spouse Age Difference

Surviving Spouse Coverage

Participation

60% of male and 30% of female retirees who receive a Subsidy are assumed to be
married or have a qualified domestic partner and elect dependent coverage.

Mate retirees are assumed to be 4 vears clder than their female spouses. Female retirees
are assumed to be 2 years younger than their male spouses.

With regard to members who are currently alive, 100% of eligible spouses or domestic
partners are assumed to elect continued health coverage after the Member’s death.

Retiree Medical and Dental Coverage Election:

Service Pereent
Range Coversd*
16~ 14 63%
15-1% 80%
20 24 50%
25 and Over 95%

*  [nactive members are ussumed to elect coverages at 50% of the rales shown above,

100% of retirees becoming eligible for Medicare are assumed to be covered by both
Parts A and B.
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Measurement Under GASE 43 and 45

Health Care Cost Subsidy Trend Rates:

Trends to be applied in following fiscal years, to all health plans.
Trend is to be applied to premium for shown fiscal year to calculste next fiscal year's projected premium
First Fiscal Year (July 1, 2010 through June 30, 2011)
Blue Cross Blue Cross Bilue Cross
FPQ, Under PPO, Age 65 Kaiser HMO, Senior HMO, Secure
PLAN Age 65 gnd Over Under Age 65 Advantage  Under 65  Horizons
Trend o be applied to 2010~
2011 Fiscal Yenr premium £.44% §.52% 7.34% 4.35% 10.03% £.55%
The fiscal year trend rates arc based on the following
Calendar year trend rates:
Trend {applied to caloulate following

Fiscal Year Trend (Approx) Calendar Year year premiusm)

2011-2012 9.75% 2011 10.00%

2012-2013 9.25% 2012 5.50%

2013-2014 8.75% 2013 9.00%

2014-2015 $.25% 2014 8.50%

2015-2016 7.75% 2013 2.00%

2016-2017 7.25% 2056 7.50%

2017-2018 6.75% 2017 7.00%

2518-2919 6.25% 2018 0.50%

2019-2020 5.75% 2019 6.00%

2020-2021 5.25% 2020 5.50%

2021 and later 3.00% 2021 and later 3.00%
Dental Premium Trend 5.00% for all years
Medicare Part B Premium Trend Trend for the 201011 fiscal year will be calculated based on actual
increase in Medicare Part B premium from 2010 to 2011 when it
becomes available. 5.00% for vears following the 2011 calendar year.
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Measurement Under GASE 43 and 45

Plan Desigm

Administrative Expenses:

Dreveloprient of plan liabilities was based on the substantive plan of benefits in effect.

No administrative expenses were valued separately from the claim costs.

Assumption Changes
Since Prior Valuation:

Pretniums were updated.
Health care trend rates were updated.

Medical and dental carrier election assumptions were updated.
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Measurement Under GASE 43 and 45

EXHIBIT
Summary of Plan

This exhibit summarizes the major benefit provisions as included in the valuation, To the best of our knowledge, the summary
represents the substantive pians ag of the measurement date. It is not intended to be, nor shouid it be interpreted as, a complete

statement of all benefit provisions.

Ehgibility:
Retirees

§4.1103.2

Health Subsidy for Members:

LUneler Age 65 or

Over Age 65 And Only
Enrolled in Medicare Part B:
§4.1103.2

Over Age 63 and Enrolled in
Both Medicare Paris A and B:
§4.1103.2

Retired age 55 or older with at least 10 years of service (including deferred

vested members who terminate employment and receive a retirement benefit from-
LACERS), or if retirement date is between October 2, 1996, and September 30, 1999
at age 50 or older with at least 30 years of service. Benefits are also payable to
spouses, domestic partners, or other qualified dependents while the retiree is alive.
Please note that the health subsidy is not payable to a disabled retiree before the
member reaches age 55.

The System will pay 4% of the maximum health subsidy (limited to actual premiom}
for each year of Service Credit, up to 100% of the maximum health subsidy. As of
July 1, 20010, the maximum health subsidy was §1,123 per month, and will increase to
$1,190 per month on Japuary 1, 2011,

For retirees, a maximum health subsidy limited to the single-party monthly premivm
of the plan in which the member is enrelled, is provided subject to the following
vesting schadule:

Completed Years Vested
of Service Percentage
10-14 75%
15-19 90%
20+ 160%
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Dental Subsidy for Members:
§4.1105.2

Medicare Part B Subsidy for
Members:
§4.1104

Surviving Spouse Subsidy:
§4.1107 & §4.1107.1

Under Age 65 or Over Age 65
And Only Enrolled in Medicare
Part B

An additional amount is added for coverage of dependents which shall not exceed the
amount provided a retiree not enrolled in Pasts A and B and covered by the same
medical plan and with the same years of service.

The combined member and dependent subsidy shall not exceed the actual premium,

The System wilt pay 4% of the maximum denfal subsidy (limited to actual premium)
for cach year of Service Credit, up to 100% of the maximum health subsidy. As of
July 1, 2610, the maximwm dental subsidy was $36.16 per month and will remain at
$36.16 on January 1, 2011, '

There is no subsidy available {o spouses or domestic pariners. Thers is also no
reimabursement for dental plans not sponsored by the System.

If a City Retiree is covered by both Medicare Parts A and B, and enroiled ina
LACERS medical plan or participates in the LACERS Retiree Medical Premiwum
Reimbuisement Program, LACERS will reimburse the retiree the basic Part B .
Medicare premium, ' —

The surviving spouse ar domestic pariner will be enlitled 1o a health subsidy (Hmited
to the actual single-party premium) based on member’s years of servics and the
surviving dependent’s eligibitity for Medicare.

The maximum health subsidy available for survivors is the Kaiser single-party
premium ($562,36 per month as of July 1, 2010, increasing to $595.60 on January 1,
2010) or the single-party premium of the plan in which the survivor is enrolled,
whichever is less.
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Over dge 65 and Enrolled in

Both Medicare Parls A and B: For survivors, a maxinmum health subsidy limited to the single~-party monthly premium
of the plan in which the survivor is envolled, s provided subject to the following
vesting schedule:

Compieted Years Vested
of Seryice Percentage
10-14 75%
15-19 0%
20+ 106%
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Measurement Under GASE 43 and 43

EXHIBIT v
Definitions of Terms

The following fist defines certain technical terms for the convenience of the readsr:

Assumptions or Actuarial
Assumptions: The estimates on which the cost of the Plan is caloutated including:

(2} ipvestment return — the rate of investment yield that the Plan will earn over
the Jong-term future; :

(b) Mortality rates — the death rates of employess and pensicners; life
expectancy is based on these rates;

{c) Retirement rates — the rate or probability of retirement a1t a given age;

{d) Turnover yatgs — the rates at which employees of various ages are expecied
to leave employment for reasons other than death, disability, or retirement,

Actuarial Present Value of Total
Projected Denefits (APB): Present value of all future benefit payments for current retirees and active employees
faking into account assumptions about demographics, turnover, mortality, disability,
retirement, health care trends, and other actuarial assumptions.

Mormal Cost: The amount of contributions required te fund the benefit allocated fo the current year
of service.

Actuarial Acerued Liability
For Actives: The equivalent of the accumulated normal costs allocated fo the years before the
valuation date.

Actuarial Accrued Liability : _
For Reflrees: The single sum value of lifetime benefits lo existing retirees. Thiz sum takes account
of Jife expeciancies appropriate to the ages of the retirees and of the interest which the
sum is expected to earn before it is eatirely paid out in benefits. -
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Measurement Under GASB 43 and 45

Actuarial Value of Assets (AVA):

Funded Ratio:

Unfunded Actuarial Acerued
Liability (UAALY:

Amortization of the Unfunded
Actuarial Accrued Liability:

Investment Return {discount rate):

Covered Payroll:

ARC as a Percentage of Covered
Payroil:

Health Care Cost Trend Rates:

Annual Reguired
Contribution {4RC):

The value of assets used by the actuary in the valution. These nay be at market value
or some other method used to simooth vasiations in market value from cne valuation o
the next.

The ratio AVA/AAL,

The extent to which the actuarial accrued liability of the Plan exceeds the assets of the
Plan. There is a wide rangs of approaches to paying off the unfunded actuarial accrued
liability, from meeting the interest accrual only to amortizing it over a specific period
of time.

Payments made over a period of years squal in value to the Plan’s unfunded actuarial
accrued liability.

The rate of earnings of the Plan from its investments, including interest, dividends and
capital gain and loss adjustments, computed as a percentage of the average value of
the fund. For actuarial purposes, the investment refurn often reflects a smoothing of
the capiial gains and losses to avold significant swings in the value of assets from one
year te the next. If the plan is funded on a pay-as-you-go basis, the discount rate is
tied to the expected rate of retint on day-to-day employer funds.

Annual reported salaries for ali active participants on the valuation date,

The ratio of the annuat required contribution to covered payroll.

The annual rate of increase in net claims costs per individual benefiting from the Plan,

The ARC is equal to the sum of the normal cost and the amertization of the unfunded
actuarial accrued lability.
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Met OPEB Ohligation (NOO):

The NOQO is the cumulative difference between the ARC and actual contributions
made. If the plan is not pre-funded, the actual contribution would be equal to the
annual benefif payments less retiree coniributions (if any). There are additional
adjustments in the NOO calcutations to adjust for timing differences between cash and
accrual accounting, and to prevent double counting of OPEB plan costs,
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Measurement Under GASB 43 and 48

EXHIBITY
‘ Accounting Requirements

The Governmental Accounting Standards Board (GASE)
issued Statement Number 43 -~ Financial Reporting for
Postemployment Benefit Plans Other Than Pension Plaus,
and Statement Number 45 — Adcecounting and Financial
Reporting by Employers for Postemploymen! Benefits
Other Than Pensions, Under these statements, all state and
local government entities that provide other post
employment benefits (OPEB) are required to report the
cost of these benefits on their financial statements, The
accounting standards supplement cash accounting, under
which the expense for postemployment benefits is equal to
benefit and administrative costs paid on behalf of retirees
and thejr dependents (i.¢., 4 pay-as-you-go basis).

The stateraents cover postemployment benefits of health,
prescription drug, dental, vision and life insurance
coverage for retirees; long-term care coverage, life
insurance and death benefits that are not offeved as part
of a pension plan; and long-term disability insurance for
employees. The benefits valued in this report are limited
to those deseribed in Exhibit U of Section 4, which are
based on those provided under the terms of the
substantive plan in effect at the time of the valuation and
on the pattern of sharing costs between the emplayer and
plan members. The projection of benefits is not limited
by legal or coniractual limits on funding the plan unless
those limits clearly translate into benefit Tlinsits on the
substantive plan being valued.

The new standards introduce an accrual-basis accounting
reguirement, thereby recognizing the emplayer cost of
postemployment benefits over an employee’s carcer. The
standards also introduce a'consistent accounting
requirement for both pengion and non-pension benefits.

The total cost of providing postemployment benefits is
projected, taldng into account assumptions ahout
demographics, twnover, mortality, disability, retirement,
health care trends, and other actuarial assumptions. These
assumptions are suminarized in Exhibit 11 of Section 4.
This amount is then discounted to determine the actuarial
present value of the total projected benefits (APB). The
actuariai accrued liability (AAL) is the portion of the
present value of the total projected benefits allocated to
vears of employment prior to the measurement date. The
unfunded actuarial accrued tiability (UAAL) is the
difference between the AAL and actuarial value of assets
in the Plan.

Onee the UAAL is determined, the Annual Required
Contribution (ARC) is determined as the normal cost (the
APB atlocated to the current year of service) and the
amortization of the UAAL. This ARC is compared o
actual contributions made and any difference is reported as
the Net OPEB Obligation (NOO), In addition, Reguired
Supplementary Information (RSD) must be reported,
including historical information about the UAAL and the
progress in funding the Plan. Exhibits IV and VI of Section
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4 contain a definition of terms as well as more information
about GASE 43/45 concepis.

The calculation of an sccounting obligation does not, in
and of itself, imply that there is any legal lability to
pravide the benefits valued, nor is there any implication
that the Employer is required to implement a funding
policy to satisty the projected expense,

Actuarial caloulations reflect a long-tern parspective, and
the tmethods and assumplions use techniques designed to
reduce short term volatility in accrued liabilities and the
actuarial value of assets, if any,

Actuarial valuations involve estimates of the value of
reported amounts and assumptions about the probability of
events far into the future, and the actuarially determined
amounts are subject to coutinual revision as actual results
are compared to past expectations and new estimates are
made about the future,

T3 T4v205806.002
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ATTACHMENT B

WSEGAL

THE SEGAL COMPANY
100 Montgomery Street Suite 500 San Francisco, CA 84104-4308
T 415.263.8200 F 415.263.8290 www.segaico.com

VIA B-MAIL AND USPS
Mairch 21, 2011

Mr. Thomas Sirnonovski

Senior Labor Relations Specialist

City of Los Angeles

Office of the City Administrative Officer
200 North Main Street, Room 1200

Los Angeles, CA 90012

Re:  City of Los Angeles Fire and Police Pension Plan
Medical Subsidy Freeze Study

Dear Thomas:

We have prepared a study to determine the cost impact to LAFPP of ﬁeezmg the medical
subsidy (at the 2010-2011 fiscal year levels') for firture retirees retiring on or after July 1, 2011.
As the membership data as of July 1, 2011 is not currently available, the cost in this study has
been calculated as of June 30, 2010 assuming the savings from this benefit change will become
effective for all retirements on or after July I, 2010. Our reduction in cost results are shown in
the enclosed Exhibits. We have provided the regults by tier in addition to the impact on the
entire plan.

Methodology and Assumptions
All assumptions, actuarial methodologies, and plan provisions used in this study are the same

as those shown in the actuarial valuation report as of June 30, 2010, except where noted
otherwise in this letter.

For non-Medicare retirees, the maximum monthly subsidy in 2010-2011 is the same $1,025.62 for single
retirees and retirees providing coverage for spouse or domestic pariner. For Medicare refirees, the maximum
monthly subsidy is different between single retirees and retirees providing coverage for spouse or domestic
partoer, The maximum subsidy for retirees with coverage for spouse or domestic pariner is also different
between the different medical plans offered by LAFPP. Also of note is that the maximum monthly subsidy
payable to a surviving spouse or non-Medicare domestic partner is different from that payable to a single non-
Medicare retiree.

Benefits, GCompensation and HR Consuliing  Offices throughout the United States and Canada
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Mr. Thomas Simonovski
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In preparing the regular valuation as of June 30, 2010, the entire unfunded actuarial accrued
liability (UAAL) for the medical plan was amortized over 26 vears. It is our understanding that
netther the Charter nor the Administrative Code provides specific instructions on the length of
the amortization period for use in this type of plan change for the medical plan. For the purpose
of this study, we have continued to use a 26-year period to amortize the change in the UAAL in
this stady. As we are not aware of any prior amendments that decrease benefits, the Board of
Retirement should be consulted on the amortization period that should be used for this change.

As stated above, we approximaied the change in costs by assuming that the medical subsidy
amount would be frozen for all future retirees as of July 1, 2010 (instead of July 1, 2011), so
the savings are slightly overstated. Two scenarios have been included in this study. Under
Scenario #1, we assume that the medical subsidy armounts payable for the current 2010/2011
fiscal year would be frozen for 3 years® and under Scenario #2 we assume that the medical
subsidy amounts for the current 2010/2011 fiscal year would be frozen indefinitety.

For the scenario with the 3-year medical subsidy freeze, in the 4™ year (fiscal year 2014/2015),
we assumed that the medical subsidy would increase by the assumed medical inflation trend
assumption for that single year (i.e., 9.5%) and that there would be no making up for medical
inflation (assumed or actual) for fiscal years 2011/2012, 2012/2013 and 2013/2014.

Unlike the medical subsidy amounts, we have continued to assume that Medicare Part B and
dental subsidies would not be frozen. They would be fully indexed with inflation for Medicare
Part B and the dental plan.

While as always we defer to legal counsel on all legal issues, for this study we have assumed
that there is no vested right issue associated with not providing an increase in the medical
subsidy level for future retirees.

Resulis
The reduction in costs are 1.79% and 6.03% of payroll under Scenarios #1 and #2, respectively.

The cost reduction in Scenario #2 is especially significant as the contribution rate determined in
the June 30, 2010 regular valuation for providing current medical plan benefits is only 12.27%
of payroll. The primary reason for that cost reduction is that a higher actuarial liability has been
accrued in the regular valuation under the current assumption that fully indexed medical
subsidy amounts would be paid based on the service eamed by the active members from their
date of employment to the date of the valuation. Under this study, there would now be a
reduction in those liabilities as the fully indexed medical amounts would not be paid even with
respect to the service already earned.

E Specifically, we assume there will be no increase in the medical subsidy amounts for the 2011/2012,

2012/2613 and 2013/2014 fiscal years.

51230681v2/08133.113
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As previously discussed, we calculated the amortization amount for these plan changes using a
period of 26 years. That 26-year period complied with GASB standards that require that the
current net amortization amount corrcspond to a single equwalen‘t amortization period of not
more than 30 years,

Even if it were to be determined that the Charter or the Administrative Code would allow a
shorter amortization period for this amendment and the Board of Retirement would approve
such period, it would be important to confirm that the equivalent single amortization period
under GASB 43 and 45 for the combined existing and reduced unfunded actuarial accrued
liability as a resuit of this study would be no longer than 30 years3 We are available to
recalculate the additional cost reductlons relative those provided in the attached Exhibits once
that amortization period is defined”.

If you have any questions, feel free to call.

Sincerely,

Paul Angelo, FSA, EA, MAAA Andy Yeung, ASA I\&A, FCA EA
Senior Vice President and Actuary Vice President and Associate Actuary
RPT/kek

Enclosures

The shostest plan amendment amortization period that would result in a GASB compliant period for the
combined amoriization amount is about 14 years for the 3-year freeze under Scenario #1 and is about 22 years
for the indefinite freeze under Scenario #2.

If a 14-year period is used for Scenario #1, there would be a further reduction in cost by about 0.5% of
payroll. If a 22 year-period is used for Scenario #2, there would instead be a further reduction in cost by about
0.3% of payroll.

5123061v2/08133.113




City of Los Angeles Fire and Police Pension Plan

EXHIBIT A
Cost savings due to freezing the medical subsidy
Cost Impact on Entire Plan

Determined as of June 30, 2010

Scenario #1 Scenaric #2
3-Year Freeze Freeze Indefinitely
Amortize UAAL over 26 years Amortize UAAL over 26 years

Decrease in normal cost -$11,780,375 -341,507,908
Decrease in Unfunded Actuarial Accrued Liability

Current Retirees _ B0 %0

Future Retirees -207:164.721 -662.761.872

Total ‘ -$207,164,721 -$662,761,872
Decrease in Ammual Payment (in dollars)

Normal Cost -$11,780,375 -$41,507,908

Unfunded Actuarial Accrued Liability -11,678,025 -37,360,365

Interest Adjustment -892.053 -2.999,122

Total : -$24,350,453 -$81,867,395
Payroll : $1,356,986,476 $1,356,086,476
Decrease in Annual Payment (percent of pay)

Normal Cost -0.87% -3.06%

Unfunded Actuarial Accrued Liability ' -0.86 -2.75

Interest Adjustment -0.00 -0.22

Total ~-1.79% -6.03%

5123081v2/08133.113
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Decrease in Annual Payment (in dollars)

Normal Cost

Unfunded Actuarial Accrued Liability
Interest Adjustment

Total

Payroll

City of Los Angeles Fire and Police Pension Plan

EXHIBIT B

Scenario #1 - Cost savings due to freezing the medical subsidy for 3 years

Amortize UAAT over 26 years

Cost Impact by Tier

Determined as of June 30, 2010

Decrease in Annual Payment {percent of pay)

Normal Cost

Unfunded Actuarial Accrued Liability
Interest Adjustment

Total

§123061v2/08133.113

Tier 3

Tier 1 Tier 2 Tier 3 Tier 4 {Without HPP) Tier 5 (HIPP)
$0 -$117,195 -$834,946 -$357.654 -$10,367,393 -$103,187
0 -272,315 -948.512 -429,017 -9,995,571 -31,710
0 -14,812 -67.820 -20.949 -774,342 -5.130
50 -$404,322 -51,851,278 -5817,520 -$21,137,306 -$140,027
N/A $1,356,986,476 $97.967,569 ) 545,131,204 $1;186,271,650 $10,381,200
N/A -0.01% -0.85% -0.79% -0.87% -(.99%

N/A -0.02 -0.97 -0.95 -0.84 -0.31

N/A -0.00 . -0.07 -0.08 ~3,07 -0,05
N/A -0,03% -1.89% -1.82% -1.78% -1.35%
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T SEGAL

THE SEGAL COMPANY
400 Montgomery Streef Suite 500 San Francisco, CA 94104-4308
T 415.263.8200 F 415.263.8290 www.segalco.cam

VIA EMAIL & USPS
Match 22, 2011

‘Mr, Thomas Simonovski
Senior Labor Relations Specialist R T — B
City of Los Angeles

Office of the City Administrative Officer
200 North Main Street, Room 1200

City Hall East, Mail Stop 139

Los Angeles, CA 90012

Re: Los Angeles City Efaployees’ Retirement System
Medieal Subsidy Ereeze Study

Dear Thomas:

We have prepared a study to determine the cost ifnpact to LACERS of freezing the medical
subsidy at the 2011 calendar year levels' for future retirees retiring on or after July 1, 2011, As the
membership data as of July 1, 2011 is not currently available, the cost in this study has been.
calculated as of June 30, 2010 assuming the savings from this benefit change will become
effective for all retirements on or after July 1,.2010. Our reduction in cost results are shown in the
encliosed Exhibit. ‘

Methodology and Assumiptions

All asswmptions, actuarial methodologies, and plan provisions used in this study are the same as
those shown in the actuarjal valuation report as of June 30, 2010, excépt whefe nioted otherwise
in this letter. The change in the unfunded actuarial accrued lability in this study is being
amortized over 15 years as a level percentage of payroll. We have used 15 years because that is
the amortization period adopted by the Board for plan amendments.

For non-Medicare retirees, the maximinn monthly subsidy in 2011 is the same $1,190 for sivgle retirees and
retirees providing coverage for spouse or domestic pariner. For Melicare retirees, the maximum monthly subsidy
is different between single retirees and retiress providing coverage for spouse or domestic partner. The maximum
subsidy is also different between the different medical plans offered by TLACERS, Also of note is that the
maximum monthly subsidy payable to a surviving spouse or domestic partner may be different from that payahle
to'a single refiree.

Henclits, Compensation and HR Consuiling Offices throughoul the Uaited Slates and Canada
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As stated above, we approximated the change in costs by assuming that the medical subsidy
amount would be frozen for all future retirees as of July 1, 2010 (instead of July 1, 2011), so the
savings are stightly overstated. Two scenarios have been included in this study. Under Scenario
#1, we assume that the medlcal subsidy amournts payable for the current 2011 calendar year
would be frozen for 3 years® and under Scenario #2 we assume that the medical subsidy amounts
for-the current 2011 calendar year would be frozen indefinitely.

- For Scenario #1 with the 3-year medical subsidy freeze, in the 4" year (fiscal year 2014/2015),
we have assumed that the medical subsidy amounts payable starting in the second half of the
fiscal year (i.e., 2015 calendar year) would be increased by the assumed medical inflation trend
assumption for that single year only (i.e., 8.5%) and that there would be no making up for
mnedical inflation (assumed or actual) for calendar years 2012, 2013 and 2014.

Unlike the medical subsidy amounts; we have continued to assume that Medicare Part B and
dental subsidies would not be frozen. They would continue to be fully indezed with inflatios for
Medicare Part B and the dental plan.

While as always we defer to legal counsel on all legal issues, for this.study we have assumed that
there is no vested right issue associated with not providing an increase in the medical subsidy
level for future retirees.

Resulis
The reductions in costs are 1.59% and 4.94% of payroll under Scenarios #1 and #2, respectively.

" The cost reduction in Scenario #2 is especially significant as the contribution rate determined in
the June 30, 2010 regular valuation for providing the current medical plan benefits is only 7.45%
of payroll, The primary reason for that cost reduction is that a higher actuarial Hability has been
accrued in the regular valuation under the current assumption that fully indexed medical subsidy
amounts would be paid based on the service carned by the active members from their date of

_employment to the date of the valvation. Urider this study, there would now be a reduction in
those liabilities as the fully indexed medical amounts would not be paid even with respect to the
service already earned,

As previously discussed, we calculated the amortization amount for these plan changes uging a
period of 15 years, For Scenario #1, this complied with GASB standards that require that the
current niet amortization amount correspond fo a single equivalent amortization period of not
more than 30 years. In contrast, under Scenario #2, the results using-the 15 year period did not
comply with'the GASB standard. The equivalent single amortization period under (3ASB 43 and
45 for the combined existing and reduced nafunded actuarial accrued Hability as a result of this
study was longer than 30 years. So we adjusted the period that we used o amortize this new

Specifically, we assume there will be no increase in the niedical subsidy amounts for calendar years 2012, 2013
and 2014,

5123034v5/08133.112
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layer of reduction in Tiability so that the combined amertization amount complies with the
30-year requirement.

If you have any questions, feel free to call.

4.- éﬂ—efwt b‘ Qaf

Paul Angelo, FSA, EA, MAAA Andy Yeung, ASA, EA, MAAA

Senior Vice President and Actuary Vice President and Associate Actuary
Enclosure
RPT/hy
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As stated above, we approximated the change in costs by assuming that the medical subsidy
amount would be frozen for all future retizees as of July 1, 2010 (instead of July 1, 2011), so the
savings are slightly overstated, Two scenarios have been included in this study. Under Scenario
#1, we assume that the med}cal subsidy amounts payable for the surrent 2011 calendar year
would be frozen for 3 years” and under Scenarfo #2 we assume that the medical subsidy amourits
for the current 2011 calendar year would be frozen indefinitely,

- ‘For Scenario #1 with the 3-year medical subsidy freeze, in the 4™ year (fiscal year 2014/2015),
we have assumed that the medical subsidy amounts payable starting in the second half of the
fiscal year (i.e., 2015 calendar year) would be increased by the assumed medical inflation trend
assumption for that single year only (i.e., 8.5%) and that there would be rio. making up for
medical inflation (asswmed or actual) for calendar years 2012, 2013 and 2014.

Unlike the medical subsidy amounts; we have continued to assume that Medicare Part B and
dental subsidies would not be frozen. They would continue to be fully indexed with inflation for
Medicare Part B and the dental plan,

While as always we defer to legal counsel on all legal issues, for this study we have assumed that
there is no vested right issue associated with not providing an increase in the medical subsidy
level for future retirees.

Resnlts
The reductions in costs are 1.59% and 4.94% of payroll under Scerarios #1 and #2, respectively,

" The cost reduction in Scenario #2 is especially significant as the contribution rate determined in
the June 30, 2010 regular valuation for providing the current medical plan benefits is only 7.45%
of payroll, The primary reason for that cost reduction is that a higher actuarial liability has been
acerued in the regular valuation under the current assumption that fully indexed medical subsidy
amounts would be paid based on the service earned by the active members from their date of

“employment to the date of the valuation. Usider this study, there would now be a reduction in
those liabilities as the fully indexed medical amounts would not be paid even with respect to the
service already earned.

As previously discussed, we calculated the amortization amount for these plan ohanges using a
period of 15 years. For Scenario #1, this complied with GASB standards that require that the
current net amortization amount correspond o a single equivalent amortization period of not
more than 30 years. In contrast, under Scenario #2, the results using the 15 year period did not
comply with the GASB standard. The equivalent single amortization period under GASB 43 and
45 for the combined existing and reduced unfunded actuarial accrued lability as a result of this
study was longer than 30 years. So we adjusted the period that we used to amortize this new

2 Specifically, we assume there will be no increase in the miedical subsidy amounts for calendar years 2012, 2013
and 2014,
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Decrease in Annual Payment (in dollars)
Normal Cost
Unfunded Actuarial Accrued Liability
interest Adjustment

- Total

Payroll

Decrease in Annual Payment (percent of pay)
Wormal Cost :
Unfunded Actuarial Acerued Liability
interest Adjustment
Total
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City' of L.os Angeles Fire and Police Pension Plan

EXHIBIT B {Continued) :
Scenario #2 - Cost savings due to freezing the medical subsidy indefinitely

Amortize UAAL over 26 years

Cost Impact by Tier

Determined as of June 30, 2010

Tier 5
Tier'l Tier 2 Tier 3 Tier 4 {Without HFP) Tier 5 (HPP)
30 -$307.403 -$2,971,79% -$1,288,08% -$36,536,358 -$404,260
0 -719,890 -3,342,437 -1,495,380 -31,693,869 -$108,689
0 -39.065 ~240,111. -105.847 -2.594.593 -§19.506
50 -51,066,358 -$6,554,346 -$2,889,316 -$70,824,920 -$532,455
WA $1,356,986,476 $97,967,569 $45,131,204 $1,186,271,650 $10,381,200
N/A -0.03% -3.03% -2.83% -3.08% -3.89%
N/A -0.05 -3.41 -3.31 -2.67 -1.05
N/A -0.00 -§.25 ~3.25 -5.22 -0.19
N/A -0.08% -6.69% -6.41% -5.97% <5.13%

SEGAL



Los Angeles City Ernployees’ Retiresnent System

EXHIBIT A
Cost Savings Due to Freezing the Medical Subsidy

Determined as of June 30,2010

Scenario #1 Scenarip #2
3-Year Freeze Freeze Indefinitely

Decrease it normal cost -$512,571,242 -543,441,075
Decrease in Unfunded Actuarial Accrued Liability

Current Retirees ‘ $0 $0

Futurs Retirees -180.758.715 -581.224.382

Total -$180,758,715 -$581,224,382
Decrease in Annual Payment (in dollars)

Normal Cost -$12,571,242 -843,441,075

Unfunded Actnarial Accrued Liability -15,254,272 -43.079,862

Interest Adjustment -1,084,522 -3.372,226

Total -$28,910,036 389,893,163
Payroll $1,817,662,284 $1,817,662,284
Decrease in Annual Payment (percent of pay)

Normal Cost -0.69% -2.39%

Unfunded Actuarial Accrued Liability -(.84 -2.37

Interest Adjustment -0.06 -0.18

Total -1.59% -4.94%

SEGAL




ATTACHMENT D

SUMMARY - RETIREE MEDICAL SUBSIDY FREEZE SCENARIOS
ESTIMATED GENERAL FUND SAVINGS

183, $44,08547 ,342, $68,225, $34,525, $112,291, $34,525, $112,281,
2 $13,690,551 $42,535422 $19,681,324 $66,009,832 $33,371,875]  $108,545,254 $67,896,979| $220,836,718
3 $13,215,185 $41,058,498 $19,042,023 $63,865,661 $32,257,208]  $104,824,160] $100,154,187| $325 780,878
4 $12,756,324 $39,632 856 $18,423,488 361,791,138 $31,179,812] §$101,423,994; $131,333,999] $427,184,872
5 $12,313,396 $38,256,715 $17,825,046 $59,784,002 $30,138.,442 $98,040,717} $161,472441| $525225589
6 $11,885,847 $36,028 357 $17,246,042 $57,842 082 $29,131,889 $94,770,419] $190,604,330| $619,996,008
7 $11,473,145 $35,646,123 $16,685,846 $55,863,201 $28,158 091 $91,609324F $218,763.321| $711,605,331
8 $11,074, 771 $34,408,410 $16,143,848 $54,145,372 $27,218617 $88,653,782]  $245981,938| $800,159,113
S $10,690,231 $33,213,674 $15,618.452 $52,386,589 $26,309,683 $85,600263] §272 291621 5$885,759,3786
10 $10,319,042 $32,060,421 $15,112,082 $50,684,937 $25,431,134 $82,745 3581 $297,722,755] $968,504,733
Cumulative $121,601,509, $377,805,940] $176,121,246| $590,608,764 $968,504,733

$297 /722,755

Scenario #1: Three-Year Freeze
Scenario #2: Permanent Freeze



