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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 (LAGERS) be 
permanently frozen for members who retire on or after July 1, 2011. The maximum 
med ical subs idies wou ld be frozen for LAFPP members at $1 ,097/month and 
$1, 190/month for LAGERS 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 with in 30 days with an Ordinance mod ifying the Los Angeles Administrative 
Code to permanently freeze the LAFPP and LAGERS med ical 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 bargain ing 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 LAGERS. 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 LAGERS and LAFPP in Fiscal Year 2014-15. 

Active members of LAFPP and LAGERS 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"1 of providing retiree healthcare benefits in Fiscal Year 2011-12 for 
LAGERS 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 LAGERS members. 

As an alternative to mitigating escalating pension costs with labor, the 
CAO, under the direction of the EERG, has commissioned actuarial studies to 
determine the cost impacts of freezing the retiree medical subsidy for future retirees of 
the LAFPP and LAGERS. 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 both scenarios, the freeze would apply only to future retirees 
of the retirement systems as of July 1, 2011. Any LAFPP or LAGERS 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 G is a copy of the LAGERS study. 
Attachment D summarizes the estimated General Fund cost savings for each scenario. 

Based on the actuarial study results, 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. 

1 "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 LAGERS 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: 

·<::;r:~:~g~~":''~rr:rr:.~t~(;~;;~~,.~~,;~·f~ ... ;n~~~:~.~;·N!Ea~~·• 
• ;.;,:; ... s·· st~m··;i·:r:;t!;; .:~:::.,::r,.:~p;i:~·~':rl; ·· ~· i2;:~~'2''·2<t1'4,~1~.;r.i:i/ 
LAGERS $56.5 M $72.9 M $37.0 M 
LAFPP $112.9 M $71.5 M $55.4 M 
TOTAL $169.4 M $144.4 M $92.4 M 
CUMULATIVE $169.4 M $313.8 M $538.2 M 

Source: GAO FSR, December 2010 

The table above indicates the General Fund will contribute $169 million 
more in Fiscal Year 2011-12 than in the prior 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 LAFP P 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 1'pay­
as-you-go1' system. In a l'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 LAGERS 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 
LAGERS since 2006: 

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 LAGERS 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: 
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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: 

LAGERS $44.0 M 
LAFPP $68.2 M $66.0 M $63.9 M 
TOTAL $112.2 M $1 

Source: Segal Company 

The proposed subsidy freeze, if approved, would not impact LAFPP and 
LAGERS members that are currently retired or those who retire before July 1, 2011. 
Rather, any LAFPP and LAGERS 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 LAGERS 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 LAGERS Boards. 

FISCAL IMPACT 

It is anticipated that permanently freezing the current maximum medical 
subsidy amounts for LAFPP and LAGERS members who retire on or after July 1, 2011, 
will save the City's General Fund up to $112 million 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 1st of each year, the LAGERS system 
would achieve some level of savings during the implementation year. 

MAS:TTS:07110035a 

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

Attachments 
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ATTACHMENT A 

PENSION AND HEALTH BENEFITS ACTUARIAL VALUATION 

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 miHion. 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 million. 

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. lf 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 
(LAGERS) valuation indicates a City contrlbution of 27.66% of civilian payroll, which is 
1.88% lower than anticipated in the Budget Outlook. This variance amounts to an 
approximate $27 million decrease from the previously projected amount of $83 million. 

As a result of the LAFPP and LAGERS pension and health benefits valuation 
results, 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 amounts to a 
combined estimated increase of $169 million over the Fiscal Year 2010-11 contribution. 
Without any other assumption changes including changes to the payroll base, the 
projected deficit for Fiscal Year 2011-12 will increase from $320 million to $343 million. 

In light of the unanticipated increase in City contributions for next fiscal year, 
it is recommended to freeze retiree medica! subs[dies at the current rates of $1 ,025/month 
for LAFPP retirees for a period of at least three fiscal years. 
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BACKGROUND 

The LAFPP Plan provides sworn police officers and firefighters with pension 
and healthcare benefits upon retirement. An actuarial valuation of the LAFPP Plan is 
conducted annually for the year ended June 301

h. 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 Police 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 I 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: 

• Based-onJufy~T5-;20Tf payment. Source: Segal Company Five-Year Projection, Dated March 19, 2010 
•• Base<! on sworn payroll of $1.2 Billion; Source: CAO 
.. *Based on July 15, 2011 payment; Source: Segal Company Valuation dated November 17, 2010 

The above table indicates a 3.89% difference in the total City contribution 
between the projected and actual rates. This amounts to an approximate $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 investment return 
assumption from 8% to 7.75%. This policy decision will lead to increased 
City contribution rates over the next seve rat years. 

2) 10% Medical Trend Assumption. On November 4, 2010, the Board of 
Fire and Police Pension Commissioners changed its 1 0% medical trend 
assumption from a one-year period to a three-year period. 
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3) Investment Gain. The market investment gain assumption utilized in the 
March 19, 201 0 study indicates a 16% investment gain. The actual 
investment gain realized on June 30, 2010, was closer to 14.~14%. 

lf the LAFPP Board adopts the valuation report, than the City's General Fund 
deficit will grow by an additional $50 mil!1on during Fiscal Year 2011-12. The Board 
consists of nine members, five of which are appointed by the Mayor. The remaining four 
members are all elected, two of which are active sworn members (one from the Police 
Department and one from the Fire Department) and two of which are retired L.AFPP 
members (one from the Police Department and one from the Fire Department). Consistent 
with the City Charter and California Constitution, the LAFPP Board has complete control 
over the administration, assets, and system investments of the LAFPP, The City Council 
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 II is a 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 Outlook projection of the assumed City contribution 
rates for the next five fiscal years based on informatton provided by LAFPP in March 2010: 

ILLUSTRATION OF FUTURE CONTRIBUTIONS TO FIRE & POLICE 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. If approved, a new valuation study will be required to revise the projections for 
future years. It is anticipated the revised projections would result in approximately $50 
million incremental increases to the projected values in the above graph for each fiscal 
year. 

CITY CONTRIBUTION TO LAGERS 

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

The City contribution to LAGERS for both pensron and healthcare benefits 
was calculated at 27.66% of payroll, which represents approximately I .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 LAGERS Board. The 
difference in the 1.88% contribution rate amounts to an approximate $27 million decrease 
to the General Fund contribution to LAGERS for Fiscal Year 2011-12, than what was 
previously projected. 

DISCUSSiON 

A significant portion of the $50 million increase 'for next year's Genera! 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 tremendous burden on the General 
Fund during a tlme 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 LAGERS. These efforts 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 
systems 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 benefits 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 to 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 recelve a vested benefit. The Los Angeles Administrative Code 
(LAAC) grants the LAFPP and LAGERS 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 he/she reaches 
age 65. 

The medical subsidy benefit is vested after 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 years of service, the retiree would receive 100°/n of the maximum 
medical subsidy benefit. Employees do not currently contribute towards this retiree health 
benefit. 

For LAFPP retirees that are not Medicare eligible, the maximum subsidy 
amount cannot increase by more than 7% annually. For LAGERS 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 LAGERS 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 LAGERS retirees is $1,190/month. These subsidy 
amounts are currently sufficient to cover healthcare for an employee and spouse. 

The LAAG also grants the LAGERS Board of Administration the authority to 
enact modifications to the retiree healthcare plan designs. In September 14, 2010, the 
LACERS Board of Adminlstration adopted changes to 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 retiree healthcare plan design modifications. 

With the increased City contribution obligations for Fiscal Year 201 0~ 11, it 
may be prudent to consider freezing the current maximum medical subsidies for retirees of 
LAGERS 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 retirees 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 GAO, is 
instructed to report back to the City Council within 30 days with an Ordinance modifying 
the LAAC to 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:TT$:07110017 

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

Attachments 



ATTACHMENT I 

DEPARTMENT OF FIRE AND POLICE PENSIONS 
360 East Second Street, Suite 400 

los Angeles, CA 90012 
(21.3) 978-4545 

THE BOARD OF FIRE AND POUCE PENSION COMM ........... , ....... 

DECEMBER 2, 2010 ITEM: A.l 

FR~ Michael A~ Perez, General Manager 

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

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 valuat[on reports on System assets and liabilities, and establishes the percent of sworn 
payrofl used to calculate the required City contribution 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: 

m If made by July 15, 2011, the City contribution rate for FY 2011-12 pension benefits would 
increase by 5.77% of sworn payroU, from 21.44% (FY 2010-11) to 27.21°/o (FY2011-12). The 
new contr;bution rate would result in an increase of approximately $73.9 minion when applied 
to the City's FY 2010-11 budgeted sworn payroll. 

M lf made by July 15, 2011, the contribution rate for FY 2011-12 health beneffts 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 swam payroll. 

" For the period ending June 30, 2010, on an actuarial basis for pension benefits~ the plan rs 
91.6% funded. As such, Tier 5 members will continue to contribute 9% of salary in FY 2011-
12 since the actuarial funded status of pension benefits for all Tiers does not exceed 100%. 
(The inclusion of the Harbor Port Police Officers did not impact the plan remaining below the 
trigger -point) 
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~ Below is a chart reflecting htstorical funded status and City Contributions from June 30, 2001. 

Valuation Pension% Health% Combined% City Contribution - Received for 
Year Ending Funded Funded Funded Pension & Health Fiscal Year ---·-·-·-
06/30/2010 91.6 32.2 - 83.3 $499,823, 140" 2011-20.12 
06/30/2009 96.2 39.7 89.4 $385,704,037 2010-2011 
06/30/2008 99.1 41.8 92.6 $355,157,134 -2009-2010 ... , 

41.5 92.8 $323,511,331 2qQ~~ 06/30/2007 99.2 
06130}2006 94.6 37.6 88.2 $326,656,184 2007-2008 

~-·-·--

06/30/2005 94.1 47.5 89.8 $274,526,459 2006-2007 
-~~--

........... ~-. .,- ~ 
06/30/2004 103.0 60.1 99.5 $159,388,000 2005-2006 
06/30/2003 . 104.4 63.9 i01.3 $128,489,129 2004-2005 
06/3012002. 108.3 66.4 105.1 $86,973,375 2003-2004 
06/3012001 ·----Tfa]· 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 payrolL 

Harbor Department's Contribution 

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 Department contribution to fund the 
pension system for Port Police .Officers. In accordance with the provisions of the governing 
Ordinance (No. 177214), a separate rate group was created for the Harbor Port Police Officers 
that transferred from LAGERS to Tier 5. The following are significant items from the report 
pertaining to the Harbor Department: 

If made by July 15, 2011, the Harbor Department contribution rate for FY 2011-12 pension 
benefits for would increase by 3.41% of sworn payroll, from 24.41% (FY2010~11) to 27.82% 
(FY2011-12). The new contribution rate would result in an increase of approximately 
$360,000 in FY2011-12 when applied to the Harbor's FY2010-11 budgeted sworn payrolL 

If made by July 15, 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 contribution rate would result in an increase of approximately 
$171,000 when applied to the Harbor's FY 2010-ii budgeted sworn payroll. 

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

Valuation Year Harbor Received tor 
Ending Contribution Fiscal Year 
06/30/2010 $3 600,343* 2011-2012 

~ 

06/30/2009 $3,069,422 2010-2011 
06/30/2008 $2,088,006 2009-2010 
06/30/2007 -- ··-----------·-···--------- -

$1,485,351 2008~2009 

~Estimated contribuUon for FY 2011~12 based on the Harbor's budgeted sworn payroll for FY 2010-11 of 
$10,555,095. 

. Board Report Page2 December 2, 201 0 



q The Harbor Department's actual contribution for FY2011-12 may differ from ihe estimates in 
the valuation and in this report, depending upon the FY2011-12 sworn payroll. 

The adoption of the actuarial valuation is necessary fof the completion of the audited financral 
statements, which are scheduled to be presented to the Board on December 16, 2010. 

BUDGET 

No additional funds required. 

POLICY 

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

n . Wilder, Manager 
r-•-·'--~unications & Spec:lal Projects 

WAP:WSR:RLW 

Attachment 
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THE SEGAL COMPANY 

100 Montgomery Street, Sui1e 500 San Francisco, CA 94104-4308 

T 415.263.8200 F 415.263.8290 www.segalco.com 

November 17,2010 

Board of Fire and Police Pension Commissioners 
City of Los Angeles Fire and Pollee Pension Plan 
360 East Second Street, Suite 400 
Los Angeles, CA 90012 

Re.: June 30, 2010 Actuarial Valuations 

Dear Board 1\lembers: 

Enclosed please fmd the June 30, 20 l 0 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. 

> Exhibit 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, 

Paul Angelo, FSA, MAAA, FCA, EA 
Senior Vice President and Acttiary 

AB/hy 
Enclosures 

51097 i3;• 11{)7916.002 

A1-~~1~\ L1 e~·?f­
Andy Yellilg, ASA, MAAA, EA 
Vice President and Associate Actuary 
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Exhibit A 

City of Los Angeles Fire and Police Pension Plan 

l Summary of Significant Valuation Results 
Percent 

June 30, 2010 June 30J009 Change 

1---" 
1. Total Membership 

A. Current Active Members 13,654 13,802 -1.07% 
B. Current Vested Fonner Members 58 61 -4.92% 
C. Current Retirees, Beneficiaries, and Dependents 12,348 12,327 0.17% 

.n. Valuation Salary 
A. Total Ammal Payroll $1,356,986,475 $1,357,248,936 -0.02% 
B. Average Monthly Salary 8,282 8,195 1.06% 

m. Benefits to Current Retirees and Beueficiaries(1J 

A. Total Annual Benefits $695,295,285 $677,226,586 2.67% 
B. Average Monthly BenefiLAmount 4,692 4,578 2.49% 

IV. Total System Assets{2
) 

A. Actuarial Value $15,036,856,639 $J 5,066,287,394 ~0.20% 

B. Market Value 12,198,968,351 10,976,368,73 8 11.14% 

v. Unfunded Actuarial Accrued Liability (UAAL) 
A. Retirement Benefits $1,301,043,651 $560,535,275 132.11% 
B. Health Subsidy Benefits 1,720,549,039 1,228, 981,720 40.00% 

(I) Includes July COLA. 

(J) lndudes art assets for Retirement and Health Subsidy Benefits. 

v 
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Exhibit A (continued) 

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

l 
1 

VI. Budget Items FY 2011-2012 FY 201{}-2011 Change 
Beginning End of Pay Beginning End of Pay Beginning End of Pay 
ofYear<t) Periods of Year Periods of Year Periods 

A. Retirement Benefits 
1. Normal Cost as a Percent ofPay 20.14% 20.93% 18.27% 19.0!% 1.87% 1.92% 
2. Amortization of UAAL 6.99% 7.27% 3.12% 3.24% 3.87% 4.03% 
3. Total Retirement Contribution 27.!3% 28.20% 21.39% 22.25% 5.74% 5.95% 

B. Health Subsidy Contribution 
1. Normal Cost as a Percent of Pay 4.62% 4.79% 3.49% 3.63% 1.13% U6% 
2. Amortization of UAA L 7.20% 7.48% 5.16% 5.37% 2.04% 2.11% 
3. Total Health Contribution 11.82% 12.27% 8.95% 9.00% 3.17% 3.27% 

C. Total Contribution (A +B) 38.95% 40.47% 30.04% 31.25% 8.91% 9.22% 

vn Funded Ratio June 30. 2010 June 30l 200? Change 

(Based on Valuation Value of Assets) (2) ' 
A. Retirement Benefits 91.6% 96.2% -4.6% 
B. Health Subsidy Benefits 32.2% 39.7% -7.5% 
C. Total 83.3% 89.4% -6.1% 

OJ Total contribution rates payable on July 15, 2011 are 27.22%for retirement, 11.86%for health and 39. 08%for both plans. 

\1} Includes all assets for Retirement and Health Subsidy Benefits. 

51097 13v J/07916.002 
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Valuation 
Date 

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 
06/30/2010 

Exhibit B 

City of Los Angeles Fire and Police Pension Plan 
Computed Contribution Rates(!)- Historical Comparison 

Retirement Health Total 

3.74% 3.32% 7.06% 
11.00% 2.98% 13.98% 
13.79% 3.09% 16.88% 
12.86% 2.83% 15.69% 
20.56% 5.03% 25.59% 
22.12% 8A8%(l) 30.65% 
19.95%(]) 8.20%(2), (3J 28.15%(3) 
20.58% 8.76% 29.34% 
22.26% 9.00% 31.26% 
28.20% 12.27% 40.47% 

(I) Contributions are assumed to be made at the end of the pay period. 

(2j Before reflecting phase-inpoficy. 

Valuation 
Payroll 

fin Thousands) 

882,753 
946,037 
970,727 

1,001,004 
1,037,445 
1,092,815 

1 '135,592 
1,206,589 
1,357,249 
1,356,986 

(3) Revised to recognize payment of Harbor Port Police June 30, 2007 UAAL during 2007-2008fiscatyear. This reduced the UAAL rate by 
0. 02% and 0. 00%for the retirement plan and health plan, respectively. 

v 
'"SEGAL 
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The Segal Company 

100 Montgomery Street, Suite 500 San Francisco, CA 94104 

T 415263,8200 F 415.283.6290 www.segalco.com 

November 17, 2010 

Board of Fire and Police Pension Commissioners 
City of Los Angeles Fire and Police Pension Plan 
360 East Second Street, Suite 400 
Los Angeles, CA 90012 

Dear Board Members: 

We are pleased to submit this Actuarial Valuation and Review as of June 30, 2010. It summarizes 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 gratifully acknowledged. The actuarial calculations were completed under the supervision of Andy Yeung, ASA, 

MAM, Enrolled Actuary. 

This actuarial valuation has been cornpleted in accordance ·with generally accepted actuarial principles and practices. To the 

best of our knowledge, the information supplied in this actuarial valuation is complete and accv.rate. Further, in our opinion, 

the assumptions as approved by the Board of Commissioners are reasonably related to the experience of and the expectations 

for the Plan. 

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

Sincerely, 

THE SEGAL COMPANY 

By: 

Paul Angelo, FSA, MAAA, FCA, EA 

Senior Vice President and Actuary 

AB/gxk 

Andy Yeung, ASA . .MAAA, EA 

Vice President and Associate Actumy 
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Reforence; Pg 37, 7 and I 1 

SECTiON 1: Valuation Summary for the City of Los Angeles Fire and Pollee Pension Plan 

Purpose 

This repmt bas been prepared 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 assets and contributions are sufficient to 
provide the prescribed benefits. The contribution requirements presented in this report are based on: 

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

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

> The assets ofthe Plan as of June 30, 2010, provided by LAPPP; 

> Economic assumptions regarding future salary increases and investment earnings; and 

> Other actumial assumptions, regarding employee terminations, retirement, death, etc. 

Significant Issues in Valuation Year 

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

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

> The ratio of the valuation value of assets to actuarial accrued liabilities decreased from 96.2% to 91.6%. The unfunded 
actuarial accrued liability 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 
(after smoothing) and the change in the investment return assumption offset somewhat by other favorable actuarial 
experience during 2009/2010. A complete·reconciliation of the System's unfunded actuarial accrued liability is provided in 
Section 3, Exhibit G. 

1- Under the Board's funding policy, the 2009-2010 experience loss for Tier 2 would be amortized 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. 5 

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 employer rate calculated in this valuation has increased from 21.39% of payroll to 
27.13% of payrolL Using a projected annual payroll of $1,357 million as of June 30, 2010, there would be an increase in 
contdbution from $290 million to $368 million. The increase was due to lower than expected returns on investments (after 
smoothing) and change in the investment return assumption offset somewhat by lower 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 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. This investment loss wiil 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 of7.75% per year (net of expenses) on a 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 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 recognition of the $2,837.9 million market losses is expected to have a significant 
impact on the Plan's future funded ratio and the aggregate employer contributions. This potential impact may be illustrated 
as follows: 

If the deferred losses were recognized immediately in the valuation value of assets, the fund~d percentage would 
decrease from 91.6% to 74.3%. 

If the defened losses were recognized immediately in the valuation value of assets, the aggregate employer 
contribution rate would increase from 27.13% of payroll to 43.58% of payroll. 

> As adopted by the Board, any investment gains/losses established after July l, 2008 wm be recognized over a seven-year 
period and the actuarial value of assets will be further adjusted, if necessary, to be within 40% ofthe market value of 
assets. A description of the actuarial assumptions and methods can be found in Se.ction4, Exhibit V of this report. 

> The employer contribution rates provided in this report have been developed assuming that they will be made by the City 
at either: (1) the beginning of the flsca! year, (2) on July 15, or (3) throughout the year 0 .e., the City will pay contributions 
at the end of every pay period). 

> The actuarial valuation report as of June 30, 2010 is based on financial inf01mation as ofthat date. Changes 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 ofthe Plan, while increases will decrease the actuarial cost oftl1e Plan. 

I 
I 
'I 
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SECTION 1: Valuation Summary for the City of Los Angeles Fire and Pollee Pension Plan 

Summary of Key Valuation Results 

Contributions cRlculatcd as of June 30: 

Recommended as a percent of pay (note there is fl 12·month delay until the rate is effective) 

At the beginning of year 

OnJuly 15 

At the end of each biweekly pay period 

Funding clements for plan year beginning July l; 

Normal cost 

Market value of assels(2
) 

Actuarial value of assets(2J 

Valuation value of retirement assets 

Actuarial accrued liability 

Unfunded actuarial accrued liability 

Funded ratio 

GASB 25/27 for fiscal year ending June JO: 

Annual required contribulions 

Actual contributions 

Percentage contributed 

Demographic data for plan year beginning .July 1: 

Numoor ofrettred members nnd beneficiaries 

Number or vested former members 

Number of active members (includes DROP membeis) 

Pmjected total payroll 

Projected average payroll 

(I) Revised to reflect payroll as of June 30, 2010. 

(lJ includes aft assets for Retirement and Health Subsidy Benefits. 

2010 

27.13% 

27.22% 

28.20% 

$385,000,579 

12,198,968,35 i 

15,036,856,639 

14,219,580,662 

J 5,520,624,313 

l,301,043,6Sl 

9!.6%0 ) 

$250,516,858 

250,516,858 

!00.0% 

!2,348 

58 
13,654 

$1,356,986,475 

99,384 

(3) The jimded ralios excluding ffarbol' Port Police are 9!. 7% and 96,3% for 20 l 0 and 2009, respectively. 

2009 

2l.39%(l) 

21.46%1)) 

22.25%(l} 

$360,465,0ld1l 

10,976,368,738 

15,066,287,394 

14,25 6,610,416 

14,8l7,145,69l 

560,535,275 

96.2o/Pl 

$238,697,929 

23&,697,929 

100.0% 

!2,327 

61 

13,802 

$1,357,248,936 

98,337 

iii 
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SECTION 1: Valuation Summary for the City of Los Angeles Fire and Pollee Pension Plan 

Actuarial Certification 

November 17,2010 

This is to certify that The Segal Company has conducted an actuarial valuation of the City of Los Angeles Fire and Police 
Pension Plan retirement program as of June 30, 2010, in accordance with generally accepted actuarial principles and practices. 
Actuarial valuations are performed annually for this retirement program with the last va1uation 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 liability for retirement benefits. 

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

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 tem1ination. 

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: 

1) 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 accurate 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. 

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

iv 



A histol"ical perspective 
of how the member 
population has changed 
over the past seven 
va1uaaons can be seen in 
this chart. 
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SECTION 2: Valuation Results for the City of Los Angeles Flra 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 to 
a refund of member contributions) and vested terminated 
members, retired members and beneficiaries. 

CHART i 

Member Population: 2004- 2010 

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

More detailed infonnation for this valuation year and the 
preceding valuation can be found in Section 3, Exhibits A, 
B, and C. 

Year Ended Active DROP Vested Terminated Retired Members Ratio of Non-Actives 
June 30 Members11 l Members Members and Beneficiaries to Actives 

2004 12,649 928 0 t 1,732 0.93 

2005 12,656 1,178 0 11,746 0.93 

2006 12,903 1,206 59 11,1.115 0.92 

2007 !3,218 1,226 85 ] 1,974 0.91 

2008 !3,495 l,l44 81 12,182 0.91 

2009 !3,802 1,024 6l 12,32'7 0.90 

2010 13,654 !,089 58 12,348 0.91 

riJ Includes DROP members provided in the next column. 



These graphs show a 
distribution of active 
members by age and by 
years of service. 

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

Active Members (Inducting DROP) 
Plan costs are affected by the age, years of service and 
payroll of active members. In this year's valuation, there 
were 13,654 active members with an average age of 40.6, 
average years 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. 

CHART 2 

Distribution of Active Members (Including DROP) 
by Age as of June 30, 2010 
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Inactive Members 
In this year's valuation, there were a total of 58 members 
with a vested right to a deferred or immediate vested 
benefit versus 61 in the prior valuation. 

CHART 3 

Distribution of Active Members (Including DROP) 
by Years of Service as of June 30, 2010 
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These graphs show a 
distribution of the currenr 
retired members based on 
their monthly amount and 
age, by rype qfpension. 

s Disability 

l1i.l Service 
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SECTION 2: Valuation Results for the City of Los Angeles Flre and Police Pension Plan 

Retired Members and Benefidat'ies 
As of June 30,2010, 9,958 retired members and 2,390 
beneficiaries were receiving total monthly benefits of 
$57,941,274. 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 
July. 

CHART 4 

Distribution of Retired Members by Type and by Monthly 
Amount as of June 30, 2.010 
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CHART 5 

Distribution of Retired Members and by Type and by Age 
as of June 30, 2010 
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SECTION 2: Valuation Results for the City of Los Angeles Fire and Pollee Pension Plan 

B. FINANCIAL INFORMATION 

Retirement plan funding anticipates that, over the long 
term, both net contributions and net investment earnings 
(less investment fees and administrative expenses) will be 
needed to cover benef1t payments. 

CHART 6 

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 in 
Section 3, Exhibits D, E and F. 

The chart depicts the 
components of changes in 
the actuarial value of 
assets over the last six 
years. Noce: The first bar 
represents increases in · 
assets during each yem· 
while the second bar 
details the decreases. 

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

2.5 

2.0 

1.5 
{/) 

c 
~ 1.0 ill 
If? 

flill Adjustment toward market value 0. 5 

fll'l Benet1ts paid 

~Net i11teresl and dividends 0.0 

llli Net contributions 
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The charr shows the 
determinalion of the 
actuarial value of assets 
as of the valuation dare. 
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SECTION 2: Valuation Results for the City of Los Angeles Fire and Police Pension Plan 

It is desirable to have level and predictable plan costs from 
one year to tbe 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 a result, the.asset value 
and the plan costs are more stable. 

CHART7 

The amount of the adjustment to recognize market value is 
treated as income, which may be positive or negative. 
Realized and unrealized gains and losses are treated 
equally and, therefore, the sale of assets bas no immediate 
effect on the actuarial value. 

Determination of Actuarial Value of Asset$ for Year Ended June 30, 2010 

1. Market value of assets (for Retirement and Health Subsidy Benefits) 

2. Calculation of unrecognized return(IJ 
(a) Year ended June 30, 2010 
(b) Year ended June 30, 2009 
(c) Year ended June 30, 2008 
(d) Year ended June 30, 2007 
(e) Year ended June 30, 2006 
(f) Total unrecognized return 

3. Preliminary actuarial value: (1)- (2f) 
4. Adjustment to be within 40% corridor 
5. Final actuarial value of assets: (3) + (4) 
6. Actu~rial value as a percentage of market value: (5) + (1) 
7. Market value of retirement assets 
8. Valuation value of retirement assets: (5) + (1) x {7) 
9. Deferred return recognized in each ofthe next 6 years: 

(a) Amount recogni:r-ed on June 30, 201 I 
(b) Amount recognized on June 30, 20 !2 
(c} Amount recogn!z.ed on June 30,2013 
(d) Amount recognized on June 30, 2014 
(c) AmDUnt recognized on June 30,2015 
(f) Amount recognized on June 30, 2016 
(g) Subtotal (may not total exactly due to rou.nding) 

(lJ Total retwn minus expected relllrn on a market value basis 

Original 
Amount 

$737,173,630 
-4,113,928,646 
-2,015,976,509 
1,375,798,329 

477,862,344 

Percent Not 
Recognizcd(2l 

85.71% 
71.43% 
40.00% 
20.00% 

0.00% 

01 Any investment gains/losses established after July 1, 2008 are recognized over a seven-year pel'iod. 

Amount Not 
Recognized 

$631,863,111 
-2,938,520,461 

-806,3 90,604 
27},159,666 

0 

$12,198,968,351 

-2,337,888,288 
[5,036,856,639 

0 
$15.036 856 639 

123.3% 
$11,535,935,909 
$14,219,580,662 

-$610,429,213 
-885,588,875 
-482,393,573 
·482,393,573 
-482,393,573 
105,310.519 

-$2,83'7 ,888,288 
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This chart shows the 
change in I he actuarial 
va!ue of assets versus the 
mm·ket va[ue over the past 
seven years 

-~Actuarial Value 

.......__Market Value 

SECTION 2: Valuation Results for the Clty of los Angeles Fire and Police Pension Plan 

·The actuarial value, market value and valuation value of 
assets are representations of LAFPP's 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 ofthe total actuarial value of 
assets allocated for retirement benefits, based on 
multiplying 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 

value of assets. The valuation value of assets is significant 
becm,J§e LAFPP's liabilities are compared to these assets to 
deterfiiine what portion, if any, remains unfunded. 
Amortization of the unfunded actuarial accrued liability is 
an important element in determining the contribution 
requirement. 

Actuarial Vatu a of Assets*, Valuation Value: of Assets# and Market Value of Assets* as of June 30, 2004-2010 

16 . ~. ~.'. 

14 

Y) 

§ 13 
= 
a 12 
~ 

~-Valuation Value iO +--'.c..:..;=-""'-'-'-..:..:..:..:.:.:...:-"-r'"'-'-'-~~~~--,.--'-'----'--'-'-"---'-'-'-'--i-"-"'-'-'-~'-'-"-'-'-'-'-"C='.c"-"+~~~""''~~-'--'T-'-":.=..:.:.::;."'-"-~"--'-'+-~~~------, 

y 
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2004 2005 

* Retirement and IleaT!lt assets 
H Retirement only assets 

2006 2007 2008 2009 2010 
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This chart provides a 
summwy of the actuarial 
e:r:per ience during the 
past year. 

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

C. 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 assei:s to be accumulated. Each 
year actual experience is measured against the 
assumptions. If overall experience is more favorable than 
anticipated (an actuarial gain), the contdbution requirement 
will decrease from the previous year. On the other hand, 
the contribution requirement will increase if overall 
actuarial experience is less favorable than expected (an 
actuarial loss). 

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 shoti-term 

CHART9 

Actuarlal Experience for Year Ended June 30, 201 o 

1. :Net gainl(loss) from investments01 

2. Net gain! {loss) H·om other expedencef1
) 

3. Net experience gainf(loss): (1) + (2) 

fll Details in Chart to. 

development and that, Dver the long term, experience will 
return to the original assumptions. For contribution 
requirements to 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 futme years. 

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

-$756,278,19(1 

388,6 [2,415 

-$367,665,775 

(ll Details in Chart 13. The net gain is allributed to actualliabi fity experience fl'om June 30, 2009 to June 30, 2010, compared to th~ projected expet·ience 
as pt'edicted by the actuarial assumptions as of.!une 30, 2009. 
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1l1is chart shows the 
gain!(loss) due to 
investment experience. 

*SEGAL 

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

Investment Rate of Return 
A major component of projected asset growth is the 
assumed rate ofretum. The assumed return should 
represent the expected long-term rate of return, based on 
LAFPP's investment policy. For valuation purposes, the 
assumed rate of return on the actuarial value of assets is 
8.00% (based on the June 30, 2009 valuation). The actual 
rnte of return on the actuarial value of assets basts for the 
2010 plan year was 2.40%. 

CHART10 

Since the actuat return for the year was lower than the 
assumed return, LAFPP experienced an actuarial loss 
during the year ended June 30, 2010 with regard to its 
investments. 

Actuarial Value Investment Experience for Year Ended June 30, 2010 

I . Actual return 

2. Average value of assets 

3. Actual rate of return: (l) + (2) 

4. Assumed rate of return 

5. Expected return: (2) x ( 4) 

6. Actunrial gaini{Joss): {!) ~ (5) 

(I) Includes all assets for Retirement ar1d Heailh Subsic~v Benefits. 

All Assets(1) 

$360,741,904 

15,034,901,752 

2.40% 

8.00% 

$1,202,792,140 

-$842 0 so 236 

Assets for Retirement Only 

$376,879,876 

!4,164,475,829 

2.66% 

ll.OO% 

$1,133,158,066 

-$756 278 19.11 
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SECTION 2: Valuation Results for the City of Los Angeles Fire and Police Pension Plan 

Because 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 to the market 
value investment retum for all Retirement and Health 
Subsidy Benefits assets. 

CHART11 

Based on this experience and future expectations, we have 
lowered the investment return assumption of 8.00% to 
7.75% for the June 30, 2010 valuation. 

Investment Return -Actuarial Value vs. Market Value: 2005- 2010 

Actuarial Value Investment Return Market Value lnvestment Return 

Year Ended 
June 30 Amount Percent Amount Percent 

2005 $259,388,778 2..12.% $!,l3!,87t,64! 9.S3% 

2006 901,268,4()0 7.44% l,520,383,435 12.40% 

2007 1,590,9()8,304 12.57% 2,450,077,668 18.25% 

2008 1,4l4,39I,l28 l 0.20"1., -776,503,003 -5.01% 

2009 557,346,783 3.75% ~2,968,762,917 -20.74% 

2010 360,741,904 2.40% 1,612, 772,227 14.74% 

Six-Year Average Return 6.34% 3.94% 

l 
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This chart illustrates hmv 
this leveling effect has 
actually worked over the 
-years 2005-2010. 

--1>-- Actuarial Value 

-Market Value 

*SEGAL 

SECTION 2: Valuation Results for the City of Los Angefes Fire and Pollee Pens!on P!an 

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

CHART12 

Market and Actuarial Rates of Return for Years Ended June 30,2005-2010 

25% 

20% 

15% 

10% 

5% 

0% 

-5% 

·iO% 

·15% 

-20% 

-25% 

2005 2006 2007 2008 2009 2010 
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The chaN shows elemenrs 
of the experience 
gainl(loss)for the most 
recent year. 

*SEGAL 

SECTION 2: Valuation Results for the City of Los Angeles F!re and Pollee Pension P!an 

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 tumover arnong the patiicipants, 

> retirement experience (earlier or later than expected), 

> mortality (more ot fewer deaths than expected), 

CHART13 

> 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 to $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, 201 0 
is shown in the chart below. 

Experience Due to Changes in Demographics for Year Ended June 30, 2010 

l. Gain due to lowe1' than expected salaty increases for continuing actives 

2. Gain due to lower than expected COLA fot" cont1nuing retirees and beneficiaries 

3. ML~cellaneous losses 

4. Net gainl(loss) 

$235,827,307 

l(i8,830,035 

-16044 927 

$388,612,415 
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SECTlON 2: Valuation Results for the City of Los Angeles Fire and Police Pension Plan 

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 actuarial accrued liability, 
separately for each Tier. The total amount is then divided 
by the projected payroll for active members to detennine 
the funding rate of27.l3%% of payroll if paid at begim11ng 
of year. 

I 
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The chart compares rhis 
valuation 's 

recommended 
coniribuEion with the 
prior valuation. 

* SEGAL 

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

CHART 14 

Recommended Contribution 

June 30 

2010 

Amount % of PayroH 

Tier 1 Members 
1. Total normal cost 

2. Expected employee contrlbuHons, discounted to beginning of year 

3. Employer normal co,~t: (I)+ (2) 

4. Actuarial accrued liability 

5. Valuation value of assets 

(j, Unfunded actuarial accrued liability 

7. Amonizution of unfi.mded accrued liability 
8. Total recommended contribution, beginning or year 

9. Total recommended contribution. July 15 
!0. Total recommended contribution, biweekly 

1 t. Projected payroU used for developing normal cost rare 

Tier 2 Members 

1. Total normal cost 

2. Expected employee contributions, discounteu to beginning of year 

3. Employer normal cost: (!) + (2) 
4. Actuarial accrued liability 

5. Valuation value of assets 
6. Unfunded actuarial accrued liability 

$0 

0 

0 
152,!!94,371 
-49,364,479 
202,25R,850 

16,784,496 
16,784,496 
16,836,780 

17,443,743 

NfA 

$-1,528,447 
-67,788 

4,460,659 

5,772,008,132 

6,165,929,922 
-393,921,790 

7. Amortization of unfunded accrued liability -14,038,067 

8. Total reconunended contribution, beginning ofyear -9,577,408 

9. Total recommended contribution, July 15 -9,607,242 · 
10. Total recommended contribution, biweekly -9,953,51!2 

11. Projected payroll used for developing normal cos( rate 17,23~,&52 

(II For Tiers 2 through 5, amounts are revised to reflect payroff ru of./une 30, 2010. 
(li Percent ofTOTAL payroll. 

N!A 
N/A 
NIA 

N/A 

N/A 
NIA 
NIA 

26.27% 

-{).39% 
25.88% 

-1.03%(2) 

N!A 
N/A 

N!A 

2009 

Amountl1l 

$0 

() 

0 

164,772,135 

·44,561 ,060 

209,333,245 

17,539,200 
17,539,200 

17,595,533 

!8,249,770 
N/A 

$4,375,929 

-439,489 

3,936,440 

5,918,326,906 
6,510,729,862 

-592,402,956 

-31,210,689 
-27,274,249 

-27,361,850 

·28,379,218 

N!A 

%of PayroH 

N/A 

NfA 

N/A 

N/A 
NIA 
N/A 
N!A 

25.39% 

"2.55% 
22.84% 

-2.30%(<) 

N/A 

N/A 

NIA 

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

CHART 14 

Recommended Contribution (Continued) 

Tier 3 Members 
L Total normal cost 

2. Expected employee contributions, discounted to beginning of year 

3. Employer normal cost: (l} + {2) 

4. Actuarial accrued liability 
5. Valuation value of assets 

6, Unfunded actuarial accrued liability 
7, Amortization ofun1unded Rccrued liubility 
8. Total recommended contribution, beginning of year 

9'. Total recommended contribution, July 15 
10. Total recommended contribution, biweekly 

11. Projected payro 11 used for developing no nnal cost rate 

Tier 4 Members 
1. Total normal cost 

2. Expected employee contributions, discounted to beginning of year 

3. Employer normal cost: (1) + (2) 

4. Actuarial acctued liability 

5. Valuation value of assets 

6. Unfunded actuari~l accrued liability 

7, Amortization of unfunded accrued liability 

B.. Total recommended contribution, beginning of year 

9. Total recommended contribution, July t 5 

10, Total recommended contribution, biweekly 

11. Ptojected payroll used for developing normal cost rate 

June 30 

2010 

Amount 

$25,370,934 
·7,540,952 
17,829,982 

731 ,978,3 59 
592,579,557 

139,398,802 

7,607,965 

25,437,947 

25,517,136 
26,437,077 

97,967,569 

$!1 ,045, 764 

-3,430,137 

7,615,627 

379,858,147 

294,9!!9,171 

84,868,976 
4,390,930 

12,006,557 

12,043,957 

12,478,140 
45,131,204 

%of Payroll 

25.90% 
•7.70% 

18.20% 

7.77% 

25.97% 

26.05% 

26.99% 

24.47% 

·7.60% 
16.87% 

9.73% 

26.60% 

26.69% 

27.65% 

(I) For Tiers 2 through 5, amounts are revised to rejlr;ct payroll as of June 30, 2010. 

2009 

Amountl11 %of Payroll 

$23,904,(}87 
"7,533,706 
16,37(},38] 

673,723,503 

565,311,J84 
1 08,402,319 

5,300,045 

21,670,426 

21,739,004 
22,542,338 

N/A 

$10,366,638 

-3,466,076 

6,900,562 

34!1,027,397 

282,830,326 

65,197,071 

2,969,633 

9,870,19:5 
9,901,786 

10,267,349 

N/A 

24AO% 
·7.69% 

16.71% 

5.41% 

22.l2% 

22.19% 

23,{11% 

22.97% 

·7.68% 
15.29% 

6.53% 

21.87% 

21.94% 

22.75% 

l4 
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SECTION 2: Valuation Results for the City of los Angeles Fire and Police Pension Plan 

CHART14 

Recommended Contribution (Continued) 

2010 

Amount 

Tier 5 Members (without Harbor Port Police) 
1. Total normal cost ll341,05 1,080 

2. Expected employee contributions, discounted to beginning of yeox ·99,804, 150 

3. Employer normal CQS[; ( 1) + (2) 24 !,246,93{] 

4. Actuarial accmed liability 8,455,734,29{) 

5. Val11ation value of assets 7,196,561,308 
6. Unfunded actuarial accrued liability 1,259,172,988 

7. Amortization of 1mfunded accrued liability 79,420,593 

8. Total recommended cm1tribution, beginning of year 320,667,523 

9. Total recommended contribution, July 15 321,666,399 

10. Total recommended CQntributlon, biweekly 333,262,430 

Jl. Projected payroll used for developing normal cost rate 1,186,271,650 

AH Tiers Combined (without Harbor Port Police) 

L Total normRI cost $3 81 ,996,225 

2. Expected employee contributions, discounted to begil1ning of year ·1 10,!143,027 

3. Employer normal cost: ( l) + (2) 271,153,198 

4. ActLtar\a[ accrued liability 15,492,473,3{]5 

5, Valuation value of assets 14,200,695,479 

6. Unfunded actuarial accrued !lability 1,291,777,826 

7. Amortization of unfunded accrued liability 94,165,917 

8. Total recommended contribution, beginning ofyc~r 365,3!9,115 

9. Total recommended contribution, July 15 366,457,080 

10. Total recommended contribution, biweekly · 379,667,809 

ll. Projected payroll used for developing normal cost rate 1,346,605,275 

(IJ Fot Tiel':; 2 through 5, amounts are revised to reflect payrofl as of June 30, 20!0. 

June 30 

%of Payroll 

28.75% 

-8.4!% 

20.34% 

6.69% 

27.03% 

27.12% 

28.09% 

28.37% 

-B.23% 

20.14% 

6.99% 

27.13% 
27.21% 
28.19% 

2009 

Amount~1 l 

$318,988,447 

·!00,121,327 

218,867' t20 
7,689,646,616 

6,926,189,954 

763,456,662 

47,094,9B5 

265,962,105 

266,792,494 

276,638,549 

N/A 

$357,635,1 Ol 

-111,560,598 

246,074,503 

14,794,496,607 

!4,240,5 l 0,266 

553,986,341 

4!,693,174 

287,767,677 

288,666.967 

299,318,788 

NIA 

%of Payroll 

26.89% 

·8.44% 

t8.45% 

3.97% 
22.4Z% 
22.49% 

23.32% 

26.56% 

-8.29% 

18.27% 

3.10% 

21.37% 

21.44% 

22.23% 
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SECTION :2: Valuation Results for the City of Los Angeles Fire and Ponce Pension Plan 

CHART14 

Recommended Contribution {Continued) 

June 30 

2010 2009 

Amount %of Payroll Amount(1) %of Payroll 

Harbor Port Police (Tier 5) 
1. Total normal cost $3,004,354 28.94% $2,829,9!5 27.26% 

2. Expected employee contributions, discounted to beginning of year -8&9,352 -8.57% ·888,631 -8.56% 

3. Employer norm31 cost: (I)+ (2) 2,ll5,002 20.37% J,g4J,2R4 18.70% 

4, Actuarial accrued liability 28,151,008 22,649,084 

5, Valuation value of assets 18,885,183 16,100,150 

6. Un(lmded actuarial accrued liability 9,265,825 t/,548,934 

7. Amortization of unfunded accrued liability 763,706 7.36% 584,462 5.63% 

8. TotaL recommended contribution, beginning of year 2,878, 708 27.73% 2,525,746 24.33% 

9. Total recommended contribution, July 15 2,887,675 27.82% 2,534,051 24.41% 

10. Total recommended contribution, biweekly 2,991, 776 28.82% 2,62?,482 25.31% 

ll. Projected payroll used for developing nom1al cos( rate 10,381~~~ N/A 

! AH Tiers Combined 1 
l. Total normal cost $385,000,579 28.37% $360,465,016 26.56% 

2. Expected employee conlributions, discounted to beginning of year ·111,732,379 -8.23% -!12,449,229 -8.29% 

3. Employer normal cost: (1) + (2) 273,268,200 20.!4% 248,015,787 18.27% 

4. Actuarial accrued li~bility 15,520,ti24,313 14,817,145,691 

5. Valuation v~lue of assets 14,219,580,662 14,256,610,416 

6. Unfunded ~ctuarial accrued liability 1,30 t ,043,65! 560,535,275 

7. Amortization of unfunded nccrued liBbi1ity 94,929,623 6.99% 42,277,636 3.12% 

8. Total recommended contribution, beginning of year 368,197,823 27.13% 290,293,423 21.39% 

9. Total recommended contribution, July 15 369,344,755 27.22% 291,201,0!& 21.46% 

10. Total recommended contrib-ution, biweekly 382,659,585 28.20% 301,946,269 22.25% 

ll. Projected payro[] used for dE:lveloping norma! cost rate l ,356,986,475 NIA 

(l) For Tiers 2 through 5, amounts are revised lo reflect payroll as of June 30. 2010. 

7~SEGAL 
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The chart reconciles 
the contributionfrom 
the prior valuation to 
the amount determined 
in this valuation 

*SEGAL 

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

If paid by the City at the ~ginning of the year, the 
calculated normal cost is 2D.l4% payrolL The remaining 
6.99% of payroll will amortize the unfunded actuarial 
accrued liability over an equivalent single amortization 
period of about 17.8 years. 

Reconciliation of Recommended Contribution 
The chmi below details the changes in the recommended 
contribution from the prior valuation to the current year's 
valuation. 

The contribution rates as of June 30,2010 are based on all 
of the data described in the previous sections, the actuariai 
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 Ctmtributi<:m (IS of June 30,2009 

Effect of increase on prior year amortization dollnr an)ounts due 1o percentage ofpRyroll amortization 

Etrect of contributions (more)/!ess than recommended contribution, from one·yenr delay between valuation and 
rate impfemeotarion 

Effect ofinvestmcnt (gain)/loss 

Effect of difference in actual versus expected salary increase 

Effect of retiree COLA moref{less) than assumed 

Effect of other actuarial (gnins)/losses 

Effect of change in assumptions 

Total change 

RecQmmended Contribution as of.June 30, 2010 

·Re-vised usi11g payroll as of June 30, 2010. 

51290,293,423 * 
$1,895,502 

4,591,804 

63,821,756 

-19,90\,524 

-I 4,248,65-9 

4,050,058 

37,695,463 

77.904 400 

$368,197,823 

17 
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These graphs show key 
GASB factors. 

*sEGAL 

SECTlON 2: Valuation Results for the City of Los Angeles F!ra: and Police Pension Plan 

E. INFORMATION REQUIRED BY GASB 

Governmental Accounting Standards Board (GASD) 
reporting infom1ation 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 govemmental plan to 
another 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 on an actuarially sound basis and in 
accordance with the GASB funding requirements_ Chart 16 
below presents a graphical representation ofthis 
information for the Plan. 

'fhe other critical piece ofinfonnalion regarding the Plan's 
financial status is the funded ratio: This ratio compares the 

CHART16 

Required Versus Actual Contributions 

250.0 

200.0 
'" 5 
~ 150.0 

.... 100.0 

0.0 

2005 2D06 2007 2006 2009 2010 
m Required llli!Actual 

actuarial value of assets to the actuarial accmed liabilities 
ofthe plan as calculated under GASB. High ratios 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 below actuarial 
requirements, poor asset performance, or a variety of other 
changes. 

The details regarding the calculations of these values and 
other GASB numbers may be found in Section 4, 
Exhibits II, HI, and rV. 

CHART 17 

Funded Ratio 

102% 

100% 

98% 

96% 

94% 

92% 

90% 

68%~--~------~~~~~~~~~~~~~-~ 

2005 2006 2007 2008 2009 2010 
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SECTION 3: Supplemental Information for the City of Los Angeles Flre and Pollee Pension Plan 

EXHIBIT A 

Table of Plan Coverage 

Total 

Year Ended June 30 

Category 2010 2009 
A~th·~ memben in vnlnatinn: 

Number 13,654 !3,802 

Avemgc age 40.6 110.1 
A vcmge service 13.6 13.2 

l'rojected total pnyrnll $1,356,936,476 $! ,357,248,936 

Projected 3verage payroll $99,38'1 $9il,337 

Account balances $!, 406,834, !56 $1,340,594,249 

Total active vested members 4,698 4,468 

Vc$ted terminated members: 

Number 58 61 

Average uge 44.9 44.6 
Average monthly benefit at age 50 $1,830 $1,708 

Retired members: 
Nwnber in pay status 7,685 7,612 

Average age at retirement 51.5 51.4 

Average age 69.0 68.7 
Average monthly bene lit (includes July COLA) $5,128 $4,995 

Disabled members: 
Number in pay status 2,273 2,304 

Average age at re(irement 44.1 44.1 

Average age 66.7 66.1 

Average monthly benefit (includes July COLA) $4,274 $4,215 

Beneficiaries: 
Number in pay status 2,390 2,411 
Average age ·76.S 76.& 

Average monthly benefit (includes July COLA) $3,633 $3,610 

*SEGAL 

Change From 
Prior Year 

-U% 
N/A 

N!A 
0.0% 

1.1% 

4.9% 

5.1% 

-4.9% 

NfA 
7.1% 

1.0% 

NIA 
NIA 

2.7% 

-!.3% 

NfA 
NfA 

1.4% 

·0.9% 

N/A 

2.2% 
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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 

L Tier 1 

Category 

Active members in valuation: 

Number 

Average age 

Average service 

Projected total payroll 

Projected average payroll 

Account b~lances 
Tote! active vested members 

Vested terminated members: 

Number 

Average age 
Average monthly benefit at age 50 

Retired rnem hers: 

Number in pay status 

Average age at retirement 

Average ege 

Average monthly benefit (includes July COLA) 

Disabled members: 

Number in pay s(atus 

Average age at retirement 

Averuge age 

Average monthly benefit (includes July COLA) 

Beneficia •·ies: 

Number in pay status 

Average age 

Average monthly benefit (includes July COLA) 

Year Ended June 30 

2010 2009 

0 0 
NIA N/A 
NIA N/A 
N/A NIA 
NIA NIA 
NIA N/A 

N/A NIA 

0 0 
N/A NIA 
N/A N/A 

142 153 

46.2 46.2 

84.3 lU.9 

$2,!76 $2,151 

143 157 

37.2 37.4 

80.5 &G.O 

$2,679 $2,634 

464 499 

84.2 84.3 
$2,432 $.2,426 

Change From 
Prior Year 

N/A 
N/A 
NIA 
N/A 
N/A 
N/A 
N/A 

NIA 
N/A 
N/A 

-7.2% 

NIA 
NIA 

1.2% 

-&.9% 

N!A 
N!A 
L7% 

-7.0% 

·-..vA 
0.2% 
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SECTION 3: Supplemental Information for the City of Los Angeles Flre and Police Pension Plan 

EXHIBIT A 

Table of Plan Coverage 

ii. Tier 2 

Year Ended June 30 Change From 
Category 2010 2009 Prior Year 

Active mcmbct·s in valuation; 

Number 140 167 -16.2% 

Aver~g:e age 54.4 53.6 NIA 
Average service 3U 30.7 NfA 
Projected total payroll $17,234,853 $20,342,725 ·15.3% 
l'rojccted average payroll $!23, 1{)6 $!21,8!3 Ll% 
Account balances $31,424,253 $36,129,703 ·!3.0% 
Total a~:tive vested members 140 167 -16.2% 

Ye..~tcd terminated members~ 

Number () 0 NIA 
Average age N/A NIA N/A 

Average monthly bene tit at age 50 NIA NIA NfA 

Retired members: 

Number in pay status 5,382 5,528 -2.6% 

Average age at rctircm cnt 50.5 50.6 N/A 

Average age 71.8 71.3 N/A 

Average monthly benefit(indudes July COLA) $4,6!9 $4,556 1.4% 

Disabled members: 

Number in pay statu5 1,757 1,788 -1.7% 

A vccrage age at retirement 45.3 45.4 N/A 
Average age 69.0 68.1 N/A 
Average monthly benefit {includes July COLA) $4,545 $4,492 1.2% 

Reo cficinrie.s: 
Number in pay status 1,770 1,764 OJ% 

Average ag~ 77.1 76.9 N/A 

Average monthly benefit (includes July COLA) ,t3,921 ,'\:3,855. 1.7% 

-n·sEGAL 
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SECTION 3: Supplemental Information for the City of Los Angeles Fire and Pollee Pension Plan 

EXHIBiT A 

Table of Plan Cove-rage 

iii. Tier 3 

Year Ended June 30 Change From 
Category 2010 2009 Prior Year 

Active members in vnluatlon: 

Number 954 977 ·2.4% 

Average age 44.4 43,4 N/A 

Average service 16.2 tSJ N/A 

Projected total payroll $97;967,569 $99,548,367 ·1.6% 
Projected average payroll $102,691 $!0!,892 0.8% 

Account balances $105,500,438 $99,025,662 6.5% 

Total active vested members 949 967 ·1.9% 

Vested terminated members: 

Number 52 56 -7.1% 

Average age 44.6 44.4 N/A 

Average monthly benefit at age 50 $!,652 $1,579 4.6% 

Rc,tired members: 
Number in pay status 129 116 11.2% 

A vcragc age at retirement 52.5 52.7 NfA 

Average 6ge 58.9 58.3 NIA 
Average monthly benefit (indudes July COLA) $2,439 $2,450 ·0.4% 

Disabled members; 
Number in pay status 243 238 2.1% 

Average age at retirement 39.6 39.5 N/A 

Average age 51.8 51.0 NIA 

Average monthly benefit (includes Jnly COLA) $3,237 $3,175 2.0% 

Ben eli ci~ rics: 

Number in pay status 71 73 -2.7% 

Average age 48.5 48.0 N/A 

Average monthly benefit (inch1des July COLA) $3,770 $3,700 1.9% 

*SEGAL 
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SECTiON 3: Supplemental Information for the City of Los Angeles Fire and Police Pens ron Plan 

EXHIBIT A 

Table of Plan Coverage 

iv. Tier 4 

Category 

Active members in V!lluatl<m: 
Number 

Average age 

Average service 

Prqje(:led 1ota t payroll 

Projected average prryroll 

Account balances 

Total active vested members 

Vested tcrmillated member~: 

Number 

Average age 

Avemgc monlhly benefit at age SO 

Retired nt(:mbers: 

Number in pay status 

Average age at retirement 

Average age 

Average monthly hencfit (includes Ju(y COLA) 

Disabled members: 

Number in pay stntus 

Average age at retirement 

Ave1'Dge age 

Average monthly benefit (includes July COLA) 

DenetkiiH'ies: 

Number in pny status 

Average age 

Average monthly benefit (includes July COLA) 

Year Ended June 30 

2010 2009 

422 435 

42.! 41.2 
17.6 16.7 

$45,131,204 $46,215,489 

$!06,946 $106,243 

$54.597,662 $52,208,166 

204 185 

0 0 

N/A N/A 
N/A N/A 

117 106 

45.2 45.1 
50. i 49.4 

$3,873 $3,777 

40 40 

42.1 42.1 

49.0 48.0 
$4,274 $4,215 

3 3 
47/i 46.6 

$7,503 $7,399 

Change From 
Prior Year 

-3.0% 

N/A 
N/A 

-2.3% 

0.7% 

4.6% 

Hl.J% 

N/A 
N/A 
NIA 

10.4% 

NIA 

N/A 
2.5% 

0.0% 

NIA 
NfA 
1.4% 

0.0% 

N/A 
1.4% 

23 



I 
j 

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

EXHIBIT A 

Table of Plan Coverage 
v. Tier 5 (without Harbor Port Pollee} 

Year Ended June 30 Change From 
Category 2010 2009 Prior Year 

Active mernb()rS in valuation: 

Number 12,023 12,108 ·0.7% 

Average age 40.1 39.6 N!A 
Average service 13.2 12.7 N!A 

Projected total payroll $1 'J 86,271,650 $1,181,379,305 0.4% 

Projected average payroll $98,667 $97,570 1.1% 

Account ba!anccs $1,211,154,6!6 $1,149,935,194 5.3% 

To!ai active vested members 3,394 3, 13!1 8.2% 

Vested terminated membns: 
Number 6 20.0% 

Average age 47.7 46.6 NIA 

Average monthly benefit at age 50 $3,368 $3,151 6/1% 

Retil'ed members: 

Number in pay status 1,914 1,708 12.1% 

A ver~ge age at retirement 54.9 55.1 NIA 

Average age !5L6 61.1 N/A 
Average monthly benefit {includes July COLA) $7,037 $6,9l7 l.i% 

Disabled members: 

Number in pay status 88 79 11.4% 

Average age at retirement 43.4 43.5 NIA 

Average age 47.3 46.7 N/A 
Average monthly benefit {includes July COLA) $4,313 $4,204 2.6% 

RcnefLcia ries: 
Number in pay status 82 72 13.9% 

Average age 52.3 53.9 NfA 

Average monthly benefit (includes July COLA) $5,557 $5,551 D.l% 

*SEGAL 
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SECTION 3: Supplemental Information for the City of Los Angeles Fire and Pollee Pension Plan 

EXHIBIT A 

Table of Pian Coverage 

vL Harbor Port Pollee (Tler 5) 

Year Ended June 30 

Category 2010 2009 
Active members in valu11tion: 
Number 1!5 1!5 
Average age 36.1 35.1 
Average servlcc 6.5 5.5 
Projected total payroll $10,381,200 $9,763,050 

PrQ,jected average payroll $90,271 $84,896 
Account balances $4,157,187 $3,295,525 

Total active vested mcm bers 11 11 
Vested terminnted 1nembcrs: 

Number 0 0 
Average age N/A N/A 
Average mon!hly beneftt at age 50 N/A N!A 

Retired members: 

N11mber in pay status 

Average age at retirement 57.0 57.0 

Average age 6!.0 60.0 

Average monthly benefit (includes July COLA) $5,961 $5,379 

Disabled mcmhcrs: 
Number in puy status 2 2 

Average age at retirement 40.1 40.1 
Average age 45.2 44.2 

Average monthly benefit (includes July COLA} $4,576 $4,506 

Benefieiade~: 

Number in pay status 0 0 

Average age NfA NfA 

Average monthly benefit (indudes July COLA) NIA NIA 

''1-SEGAL 

Change From 
Prior Year 

0.0% 

N/A 
N/A 

6.3% 

6.3% 
26.1% 

0.0% 

N/A 

N/A 

N/A 

0.0% 
N/A 

N/A 

1.4% 

0.0% 

N/A 

N/A 

1.6% 

NIA 

N/A 
N/A 
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SECTION 3: Supplemental Information for the City of Los Angeles Fire and Pollee Pension Plan 

EXHIBlT 8 

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

By Age and Years of Service 

Total 

Years of Service 

Aga Total 0-4 5-9 10-14 15-19 2.{)-24 25-29 30-34 35-39 40 & over 

Under 25 448 448 

$68,009 $68,009 
25-29 1,707 I ,553 149 

78Jl8 76,823 $93,947 
30- 34 1,966 889 877 200 

89,023 79,627 95,978 $100,287 

35- J9 2,414 150 676 !,19'1 194 
97,602 77,123 96,296 102,391! $109,582 

40-44 2,473 113 274 920 736 429 1 
104,227 77,096 95,677 101,83R J 09)23 $!!3,371 $!10,54S 

45-49 2,2ll 35 69 269 478 1,087 267 6 
110,105 80,346 95,824 100,904 107,435 113,207 11 3,S09 $12),687 

50-54 1,642 4 12 86 120 437 701 282 
115,601 73,915 98,227 99,886 106,660 1ll,998 116,956 127,746 

55-59 651 1 2 27 18 96 250 210 47 
114,841 46,678 99,577 100,796 106,099 I 09,797 113,173 121,430 $118,092 

60-64 130 7 3 B }5 4& 28 
116,270 105,051 97,267 114,096 l j 1,870 !18,121 123,567 $130,072 

65-69 ll 2 1 1 1 4 2 
110,506 101,945 136441 110,409 102,537 109,857 1!1,433 

70 & over l l 
95,259 95 259 

Total !3,654 3,398 2,059 2,705 !,550 2,059 1,255 546 79 3 
.~99 3&4 $76 459 $95 907 $101 814 Sl08,476 $112,819 $116438 $124 426 $119 615 $117,646 

*SEGAL 
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SECTION 3: Supplemental information for the City of Los Angeles Fire and Police Pension Plan 

EXHIBITB 

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

By Age and Years of Service 

i. Tier 1 

Years of Service 

Age- Tota[ 0-4 5·9 10-14 15-19 20-24 25-29 

Und~r25 

25-29 

30- 34 

35- 39 

40-44 

45-49 

50. 54 

55. 59 

60-64 

65-69 

70 & over 

Total 

30-34 35-39 40 & over 
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SECTION 3: Supplementaf Information for the City of Los Angeles Fire and Police Pension Plan 

EXHIBITS 

Members In Actlve Service and Projected Average Payroll as of June 30, 2010 

By Age and Years of Service 

H. Tier 2 

Years of Service 

Age Total 0-4 5-9 10-14 15-19 20-24 25-29 

Under2S 

25-29 

30- 34 

35-39 

40-44 

45-49 3 2 

$115,011 $!14,857 

50- 54 94 22 

125,240 121,909 

55-59 33 s 
[ 17,5[3 107,193 

60.64 9 
125,492 

65- 69 l 

109,892 
70 & over 

To tat 140 32 
$123 106 $117789 

30-34 35-39 40 & over 

$!15,320 

72 
126,258 

24 

121,373 $107,448 

8 l 
121,460 157,749 

1 

109,892 

105 
$l24.6n $125,030 
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SECTION 3: Supplemental Information for the City of Los Angeles Fire and Police Pension Plan 

EXHiBIT B 

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

By Age and Years of Service 

iiL Tier 3 

Years of Service 

Age Total 0-4 5-9 10-14 15-19 20-24 25-29 30-34 35-39 40 & over 

Under 25 

25-29 
_.; 

30- 34 7 7 

$96,S8B $96,8~8 

35- 39 231 ! 194 36 

101,251 $90,~96 100,334 $!06,491 

40-44 333 174 118 40 
102,720 $108,165 99,487 105,430 $108,fi4g 

45-49 241 l 2 53 77 10J j 

103,803 63,574 86,802 100,405 [03,538 106,061 $112,213 

50.54 89 33 28 19 9 

102,57.0 100,868 101,514 105,577 l05,25S 

55-59 38 14 10 12 2 
104,699 99,965 105,014 108,991 II 0,511 

60-64 l1 7 2 2 

103,626 105,051 9g,123 103,142 
65-69 3 2 I 

113,443 101,945 136441 

70 & over 1 
95 59 95 259 

Total 954 2 3 484 272 175 18 
$102 691 $77 035 $93 923 $\00 088 $104 634 $106 739 $107,537 

*SEGAL 
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SECTION 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 Years of Service 

!v. Tier 4 

Years of Servlce 

Age Total 0-4 5-S 10-14 15-19 20-24 25-29 30-34 35-39 40 & over I 
Under 25 I 

l 
25.29 i 

i 
30-34 77 47 JO ' 

$96,805 $96,590 $97,142 I 
35-39 92 28 59 5 I 98,616 96,710 9S,909 $105,834 

40-44 95 6 l3 16 60 
l!O,OJ6 96,573 93.408 lll,668 $114,518 

45-49 I 10 5 4 52 45 
!12,434 99,404 96,404 101,222 111,567 $117,306 

50- 54 46 1 5 39 
120,479 l 03,452 114,405 121,698 $120,338 

55-59 2 2 
121,625 121,625 

60-64 

65.69 

70 & over 

Total 422 R7 106 25 117 86 
$106 946 $96,868 $97,639 $108,830 $113 202 $11939ll $120 33S 
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SECTION 3: Supplemental information for the City of Los Ange~es Fire and Police Pension Plan 

EXHIBIT B 

Members in Active Service and Projected Avl'Jrage Payroll as of June 30, 2010 

By Age and Years of Service 

v. Tier 5 (without Harbor Port Police) 

Years of Service 

Age Total 0-4 5-9 10-14 15-19 20-24 25-29 30-34 35-39 40 & over 

Undcr25 444 444 

.$67,943 $67,943 

25-29 1,677 1,529 148 

78,271 76,762 $93,852 

30- 34 1,S51 861 827 163 

38,799 79,627 95,942 $101,011 

35- 39 2,073 337 644 939 153 

97,234 76,883 96,271 103,018 $llON2 

40-44 2,034 109 264 730 601 329 
104,242 76,738 95,694 102,520 109,870 $113,736 $110,545 

45-49 1,1\47 3l 60 2l0 396 930 215 5 

110_747 75,633 95,226 101,216. 108,308 114,051 119,313 $125,360 

50-54 1,406 4 ll 52 91 410 629 209 

115,551 73,915 97,752 98,777 108,039 ll1,961 [ 16,707 L28,294 
55- 59 574 1 2 13 8 S3 236 185 46 

115,429 46,678 99,577 101,692 107,456 110,063 1!3,452 121,491 $118,323 

60- 64 110 I 8 33 40 27 
110,780 93,555 114,096 !!2,399 117,453 122,301 $130,072 

65-69 7 I I 3 2 

109,335 110,409 102,537 109,845 111,433 

70 & over 

Tot~[ 12.,023 3,316 1.956 2.107 1_250 1.761 Ul5 439 76 3 
$98 667 $76 3\4 $95 851 $102 41 I $1092S2 $1133!6 .!ilt6:ns $!24 406 $119 402 $117 646 
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SECTION 3: Supplemental Information for ihe City of Los Angeles Fire and Police Pension Plan 

EXH!BITB 

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

By Age and Years of Service 

vL Harbor Port Police (Tier 5} 

Years of Service 

Age Total 0-4 5-9 10-14 15-19 20-24 25-29 30-34 35-39 40 & over 

Under 25 4 4 

$75,353 $75,353 
25-29 30 29 

80,965 80,033 $107,989 

30-34 31 28 3 
81,257 79,1i35 96,389 

35-39 18 12 4 2 
88,004 &2,749 97,434 $100,673 

40-44 n 4 3 3 I 

97,054 1!6,860 88,169 108,884 $128,992 
45-49 10 3 2 2 I 2 

116, I 63 134,636 113,854 90,317 86,542 $131,422 
50-54 7 -- I 1 3 2 

130,442 125,158 125,302 153,611 $!00.872 
55-59 4 2 

101,376 97,345 98,384 $111,390 

60-64 

65-69 

70 & over 

Total 115 80 13 3 6 4 I 
$90 271 $82,456 $98.393 $104 Z24 $113 612 $!36,347 $99.628 $Ill J90 

7"~-SEGAL 
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SECTION 3: Supplemental Information for the City of Los Angeles Fire and Pollee Pension Plan 

EXHlBil C 

Reconcli!ation of Member Data 

Vested 
Active Former Retired 

Members Members Disableds Members Beneficiaries Total 

Numbe( as of June 30, 2009 13,802 6! 2,304 7,612 2,411 26,l90 

New members 299 N/A NIA N/A NIA 299 

Terminations- with vested rights -5 5 0 0 0 0 

Retirements -259 -9 NIA 268 N!A 0 

New disa bilitics -[4 0 14 0 N!A 0 

Died with or without beneficiary -8 0 -45 -200 -2\ -274 

Refund of member contributions -162 0 0 0 0 ·!62 

Relun:d -1 0 0 NIA 0 

Data adjustments Q I Q ~ Q 1 
Number as ofJune 30, 2010 l3,fi54 58 2,273 7,685 2,390 26,1}60 
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SECTiON 3: Supplemental Information for the Clty of Los Angeles Fire and Police Pension Plan 

EXHIB!TD 

Summary Statement of Income and Expenses on an Actuarial Value Basis for AH Retirement and Health Subsidy 
Benefits Assets 

Contribution incamc: 

Emp!oyet cont1;bullons 

Employee contributions 

Net contribution income 

Investment income: 

!nterest, dividends and other income 

Recognition of capital appreciation 

Less investment and administrative fees 

Net investment income 

To tat income av11ilablc fat benefits 

Less b-enefit payments 

Change in resene for future benefiJs 

Year Ended June 30, 2010 

$357,165,140 

106,<111.630 

$555,187,632 

-130,353,250 

-64,092,473 

$463,576,770 

360,741,9{]4 

$824,3[8,674 

-$853,749,429 

-$29,430,755 

Year Ended June 30, 2009 

$326,876,839 

103,685,447_ 

$325,640,062 

299,123,{)74 

-67.421,953 

$430,562,286 

557,346,783 

$91l7,909,069 

-$842,565,358 

$!45,343,711 
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SECTION 3: Supplemental Information for the City of Los Angeles Fire and Police Pension Plan 

EXHIBIT E 

Summary Statement of Assets for Retirement and Health Subsidy Benefits 

Year Ended June 30, 2010 YearEndedJune30,2009 

Cash equivalents $5,299,376 $f,274,686 

Accounts l'el'eivnble: 

Accrued interest and d lvidcnds $36,902,239 $43,657,544 

Contributlons 3,805, i62 7,279,113 

Due from brokers 8!.424,853 155,5Q4,221 

Total accounts receiv~ble 122.132,254 206,440,948 

Investments: 

Equities .$8, 139,691,423 S7, 199 ,OG2,334 

Fixed inoome investments 3,306,620,533 3,070,686,821 

Real estate l,035,003,ll72 1,003,947,049 

Securities lending collateral 0 273,474,442 I 
Total investments at market vnlue !2,481.315,82!1 1 L547.llG.653 

Total assets $12,608,747,458 $11,754,826,287 

Less ae~ounts paynble: 

Accounts payable and benefits in process -$20,540,302 -$22,294,858 

Due to brokers -115,187,B61 -193,625,426 

Muztgage payable ·274,050,944 -289,062,819 

Securities lending colluterul -213.174,442 

Total uccounts payabJe ·$409' 779, ](}7 -.$77 8,457,552 

Net assets at maa·l~el v11lue ID,J28,268,~.:i! ~2Z!l3Gll.11'~ 

Net assets at actuarial value $I ~,036 85~.Q£ $1 ~ 0!26 2BZ lli 
Net ass~ts at valuation value (retirement bcndits) ~14,219,5JW fifiZ $142:i"661.Q;~ 

71-SEG.AL 
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SECTlON 3: Supplemental Information for the City of Los Angeles Fire and Police Pension Plan 

EXHIBIT F 

Development of the Fund Through June 30, 2010 for All Retirement and Health Subsidy Benefits Assets 

Net Actuarial Value of 
Year Ended Employer Employee Investment Benefit Assets at 

June 30 Contributions Contributions Ratum(1) Payments End of Year 

2005 $167,364,751 $75,652,949 $251,274,616 . $604,674,6Q9 $12,231,312,791 

2006 175,359,083 79,402,694 901,268,460 652,!57,9<50 12,735,185,068 

2007 286,167,27S{l) 91,263,474 1,590,968,304 800,819,286 13,902,764,838 

200!! 333,672,743 98,074,219 !,414,391,128 827,959,245 14,920,943,683 

2009 326,876,839 !03,685,447 557,346,783 842,565,358 [5,066,287,394 

2010 357,!65,140 106,411,630 360,74 J,904 853,749,429 15,036,856,639 

(lJ Net of investment fees and administrative expenses 

(2) Includes $6,220,076 (discmmled lo $6,058,5 J 5) of Harbor Port Police assets transferred in October, 2007. 
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SECTION 3: Supp!ementallnformation for the City of Los Angeles Fire and Police Penslon Plan 

EXH!BITG 

Development of Unfunded Actuariat Accrued Liability for Year Ended June 30, 2010 

l. Unfunded acturuial accrued liability at beginning of year $560,535,275 

2. Normal {;Ost at beginning of year 360,386,169 

3. Total contributions -356.928,488 

4. Interest 50.2!0,953 

5. Expected unfunded actuarial accrued liability: (I)+ (2) + (3) + (4) 614,203,914 

6 Actuarial (gain)/! ass due to all changes: 

(a) 1nvestment loss 75&,278,19(} 

(b} S!llary increuses less than expected "235,&27,307 

·~ (c) COLA incre~ses less than expected for retirees -168,830,035 

(d) Other experience loss 16,044,927 

(c) Total changes 367,665,775 

7. Change in actuarial assumptions 3!9,!73,962 

8. Unfunded ac!uarial accrued liability nt end of year: (5) + (6e) + (7) $1 30 l 043 651 
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SECTION 3: Supplemental Information for the City of Los Angeles Fire and Pollee Pension Plan 

EXHJBITH 

Table of Amortization Bases 

Tier 1 

Type 

Unfunded AJ:tuarial Accnted Li~bi!ity 

Tot~! 

Tier2 

Type 

Unfunded Actuarial Accrued Liability 

Ex:perienco Loss 

Experience Loss 

Assumption Change 

Total 

(I) Level dollar amortization. 

Date Established 

07/01/2010 

Date Established 

07/0l/2010 

{)7/01!2009 

07/0112010 

07/0l/2010 

(
21 Level percentage of payroll amortization. 

Annual Payment(1l 

$16,784,496 

$16,784,4% 

Annual Payment(2
) 

-$36,279,537 

4,637,378 

17,524,243 

?9,849 

-$14,038,067 

Years Remaining Outstanding Balance 

27 $202,258,85{] 

,$202,258,850 

Years Remaining Outstanding Balance 

27 -$658,962,441 

!4 52,847,394 

15 210,742,926 

27 !,450,331 

-$393,921,790 
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SECTION 3: Supplemental lnfonnation for the City of Los Angeles Fire and Pollee Pension Plan 

EXHIBlT H 

Tab[e of Amortization Bases (Continued) 

Tier 3 

Type Date Established Annual Payment(H Years Remaining 

Assumption Change 07/0l/191!9 -$1,745,756 9 
Plan Amendment 07/0111990 28,949 10 

Assumption Change 07(01/1990 -650,301 10 

Assumption Change 07/01!1992 23 !,Of!l 12 

Assumption Change 07/0 l/1995 -1,700,490 15 

Experience G11in D7/01i1996 -39,368 l 

Plan Amendment 07/0t/1996 228,955 lG 
Asset Method Change 07/0 tf1996 -l,4llO,OJ3 16 

Experience Gain (17/0! /1997 -2,629,200 2 

Experience Gain 07/0 l/1998 -4,023,310 3 

Plan Amendment 07/0lll998 418,679 18 

Ass\lmption Change 07/01/1998 704,172 18 

Experience Gain 07101(1999 -6,096,084 4 

Experience Gain 07/0!12000 -6,9&4,797 5 

Plan Amendment 07/0112000 68,320 20 

Experience Gain 07/01/2001 -5,302.390 6 

Assumption Change 07/0112001 -2,044,{!81 21 

Experience Loss 07/01/2[}02 i3,G01 ,43! 7 

Experience Loss 07/01/2003 17,577,{;99 8 

Experience Loss 07/01/2004 l, l04,025 9 

Assumption Change 07/0112004 -570,526 24 

Experience Loss 07/0112005 2,236,91 l 10 

Assumption Change 07/01/2005 !;751,973 25 

Experience Loss 07/01/2006 1,6!7,179 1l 

Assumption Change 07/0112006 1,796,330 26 

*SEGAL 

Outstanding Balance 

-$13,817,793 

250,636 

-5,630,287 

2.327,483 

-20,449,747 

-39,368 

2,892,886 

-18,700,459 

-5,!72,997 

-11,682,113 

5,775,749 

9,714,174 

-23,221,757 

-32,727,650 

1,0!6,679 

·29,340,0 12 

-31,483,3[}9 

116,418,300 

125,63 I ,964 

8,738,440 

-9,6!2,793 

19,367,116 

30,312,125 

15,163,863 

31,866,370 
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SECTlON 3: Supplemental !nfonnation for the City of los Angeles Fire and Police Pension Plan 

EXHIBIT H 

Table of Amortization Bases (Continued) 

Tier3 

Type Date Established Annual Payment(1
} Years Remaining 

Experience Gain 07/01/2007 -!,544,604 18 
Assumption Change 07/01/2007 -295,023 27 

Experience Gain 07/01/2008 -1,506,106 15 
Assumption Change 07/0l/200ll 451,8&1 28 

Exp!;rience Loss 07/0l/2009 881,452 l4 

Experience Loss 07/01!2010 178,327 !5 

Assumption Chunge 07/01/2010 1,343,270 30 

Total $7,607,965 

<I) Levd percentage of payrofl amortization. 

Outstanding Balance 

-21,308,066 

-5,358,646 

-l8,ll2,116 

8,393,002 

10,045,000 

2,144,522 

25,997,606 

$139,398,802 
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SECTJON 3: Supplemental information for the City of Los Angeles Fire and Police Pension Plan 

EXHIBIT H 

Table of Amortization Bases (Continued} 

Tier4 

Type Date EstabHshed Annua! Payment<1l Years Remaining Outstanding Balance 

Assumption Change 07/01/1989 -$684,236 9 -$5,415,783 

Plan Amendment 07/0111990 11,346 !0 91:1,235 

Assumption Change 07/0l/1990 -254,880 10 -2,206,748 

Assumption Change 07/0i/1992 90,570 12 912,239 

Assumption Change 07/0111995 -666,495 15 ·8,0 15,128 
:I 

Experience Gain ()7/0 l/1996 -15,429 l -15,429 

Plan Arnenument 07/0111996 89,737 16 l, 133,846 
'l 

Asset Method Change 07101/1996 -580,088 16 -7,329,.509 

l Experience Gain 07 /() 1/1997 -1,030,496 2 -2,027,518 

Experience Gain 07/0111998 -l ,576,907 3 -4,578,718 I 
Plan Amendment 07/0111998 164,098 18 2,263,763 

f 
Assumption Change 07/01/1998 275,995 18 3,807,401 I 
Experience Gain 07/0 [(1999 -2,389,316 4 -9,101,596 I 

! 
Experience Gain 07/0112000 ·2, 737,640 5 -12,827,363 I 
Plan Amendment 07/01/2000 26,622 20 396, HiO t 
Experience Gain 07/01/2001 -1,226,006 G -6,783,925 

l Assumption Change 07/0l/2001 -342,227 2! -5,269,501 

Experience lASS 07/0U2002 2,291,695 7 14,560,558 

Experience Loss 07i01/2003 6,917,249 8 49,439,215 

Experience Loss 07!01/2004 1,108,713 9 8,775,544 

Assumption Change 07/0!12004 -342,429 24 -5,769,597 

Experience Lo~s 07/01/2005 !,371 ,227 10 11,872,049 

Assumption Change . 07/0 1 /2005 902,112 25 !5,608,079 

Experience Loss 07/0l/2006 597,913 ll 5,606,472 

Assumption Change 07/01/2006 891,534 26 15,8 !5,543 
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SECTION 3: Supplemental information for the City of Los Angeles Fire and Police Pension Plan 

EXHIBIT H 

Table of Amortization Bases {Continued) 

Tier4 

Type Date Established Annual Payment11 > Years Remaining Outstanding Balance 

Experience Gain 07f01!2007 -658,604 18 ·9,085,558 

Assumption Change 07/0 !12007 ,176,968 27 -3,2l4,348 

Experience Gain 07/01/2008 ·364,703 15 -4,385,84 [ 

Assumption Change 07/0l/200B 596,139 2S 11,072,379 

Experience Loss 07/01/2009 1,034,737 14 ! 1,791,825 

Experience Loss 07/0112010 39&,647 15 4,794,050 

Assumption Change 07/0l/2010 669,020 30 12,94&,180 

Total $4,390,930 $34,868,976 

{l) Level percenlcrge of payroll amortization. 

*sEG.AL 
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SECTION 3: Supplemental Information for the City of Los Angeles Fire and Police Pension Plan 

EXHlBIT H 

Tabla of Amortization Bases (Continued) 

Tier 5 (without Harbor Port Police} 

Type Date Established Annual Payment1H Years Remaining Outstanding Balance 

Original Base 0710112002 -$10,794,218 22 -$171 ,601,!23 

Experience Gain 0710lf2003 -36,44 !,295 g -260,454,540 

Experience l,o3s 07101/2004 ! 1,636,298 9 92,102,178 

Assumrtlon Cbange 0710112004 -15,1381,810 24 -267,592_,783 

Exper[ence Loss 07101/2005 25,039,775 10 216,793,698 

Assumption Change 07/0l/2005 27,064,099 25 463,255,217 

Exper[ence Loss 0710 [ /2006 6,313,451 ll 59,199,584 

Assumption Change 07/0 l/2006 17,840,045 26 3!6,477,163 

Experience Gain 07/01/2007 -14,828,74 9 18 -204,565,074 

Assumption Change 07/0l/2007 -4,!81,71l 27 -75,954,402 

Experience Gain 07/0l/2008 -6,540,372 15 -78,653,166 

Assumption Change 07/01/2008 17,585,373 28 325,62! ,634 

Experience Loss 1}7/01/2009 31,000,129 14 353,216,348 

Experience Loss 07/01/2010 17,262,462 15 207,5\14,800 

Assumption Change 07/01/2010 14,347, II t 30 277,673,454 

Total $79,420,593 $1,259,172,988 

(IJ Level percentage of payroll amortization. 

*SEGAL 
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SECTiON 3: Supplemental Information for the CHy of Los Angeles Fire and Police Pension Plan 

EXHIBIT H 

Table of Amortization Bases (Continued) 

Harbor Port Pollee (Tier 5) 

Type 

Experience Gain 

Assumption Change 

Experience Loss 

Experience Loss 

Assumption Change 

Total 

Date Established 

07/01 (2008 
07/01/2008 

07/01/2009 

07(01(2010 

0710 l f2{}[ 0 

(l) Lewd percentage afpayro!F amortizarion. 

Annual Payment(1
) Years Remaining 

-$13,923 15 
7, Ill 28 

571,679 14 

144,916 15 

53,923 30 

$763,706 

Outstanding Balance 

-$167,439 

132,074 

6,5!4,8.29 

1,742,728 

1,043,633 

$9,265,825 
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SECTION 3: Supplementallnformatlon for the City of Los Angeles Fire and Police Pensron Plan 

EXHIBIT! 

Section 415 Limltatlons 

Section 415 ofthe Tntemal Revenue Code (IRC) 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 year 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 !RC limits the 
maximum annual 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 limits in 
simplified terms. They must be adjusted based on each 
participant's circumstances, for such things as age at 
retirement, fonn 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 
requirements 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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SECT! ON 3: Supplemental Information for the City of Los Angeles Fire and Pollee Pension Plan 

EXHIBIT J 

Definitions of Pension Terms 

The folLowing list defines certain teclmical terms for the convenience of the reader: 

Assumptions or Actuarial 
Assumptions: 

Normal Cost: 

Actuarial Accrued Liability 
For Actives: 

Actuarial Accrued Liability 
For Pensioners: 

Unfunded Actuarial Accrued 
Liability: 

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

(a) Investment retum- the rate of Investment yield that the Plan Vr1ll eam over 
the long-term future; 

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

(c) Retirement rates- the rate or probability of retirement at a given age; and 

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

The amount of contributions required to fund the cost of benefits allocated to the 
current year of service. 

The equivalent of the accumulated normal costs allocated to the years before the 
valuation date. 

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. 

The extent to which the actuarial accrued liability of the Plan exceeds the assets ofthe 
Plan. There is a wide range of approaches to paying off the unfunded actuarial accrued 
liability, from meeting the interest accrual on1y to amortizing it over a specific period 
of time. 
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SECTION 3: Supplemental Information for the City of Los Angel as Fire and Police Pension Plan 

Amortization of the Unfunded 
Actuarial Accrued Liability: Payments made over a period of years equal in value to the Plan's unfunded actuarial 

accrued liabili-ty. 

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

EXHIBIT I 

Summary of Actuarial Valuation Results 

The valuation was made with respect to the following data supplied to us: 
!. Retired members as of!he valuallon date (including 2,390 beneficiaries in pay stutus) 

2. Members inactive during year ended June 30, 2010 with vested right.s 

3. Members active during the year ended .June 30, 2010 

Fllily vested 

Not vested 

The actuarial factors as of the valuation date are as follows: 
Assets 

L Valuation value of retirement assets ($l2,ln,968,35l ut market value( I) as reported by 
LAFPP and $15,036,856,639 at .actuarial va!ue(lJ) 

2. Present value of future normal costs 

Employee 

Employer 

Total 

3. Unfunded actuarial accmed liability 

a Present value of ctm·ent and future ~ssets 

Lia l:liliti es 

5. Present vatue of future benefits 

Retired members and beneficiaries 

Inactive members with vested rights 

Active members 

Total 

{'lJncludes all assets for Retirement and Hea/Jh Subsidy Benefits. 

4,698 

8,956 

$1,220,194,712 

UG0,770Jn 

$8,602,997,838 

16,079,826 

1 Q,982.5ll,553 

12,348 

5l:i 

13,654 

$14,2!9,580,662 

$4,080,964,904 

1 ,301.043,651 

SI9,6DI,589,2l7 

$19,601,589,217 

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

EXHIBIT I (continued} 

Summary of Actuarial Valuation Results 

The determination of the recommended contribution is as follows: 
!. Tolal nom1a! cost 

2. Expeuted employee contributions 

3. Employer normal cost (1) + (2) 

4. Payment on projected unfunded actuarial accrued lhtbility 

5. Total recommended contribution; (3) + (4), payable beginning of year 

6. Tottll recommended contrihution: ac.[justed tor .July l5 pt~yment 

7. Total recommended contribution: ndjusted for biweekly payment 

3. Projected payroll 

9. item 5 as a percentage of projected payroll: (5) + (8) 

10. Item 6 as a percentage of proj cctcd payroll: ( 6) + (8) 

11. Item 7 us a percentage of proJected payroll: (7) + (8) 

$385,000,579 

-II L732372 

$273,268,200 

94,929,623 

£3p8JJ.7,W, 
$369 144 755 

3..82...65. 2 SB 5 

S1,356,9S6,475 

27.13% 

27.22% 

28.20% 

49 



*SEGAL 

SECTION4: Reporting Information for the City of Los Angeles Fire and Police Penslon Plan 

EXHIBIT II 

Supplementary Information Required by GASB- Schedule of Employer Contributions 

Retirement Benefits 

Plan Year Annual Required Actual Percentage 
Ended June 30 Gontri butio ns Contributions Contributed 

2005 $135,853,688 $135,853,688 100.00% 

2006 143,945,802 I43,945,ll02 lOO.OO% 

2007 224,946,082 224,946,082 100.00% 
2008(!) 261,635,49 [ 26! ,63.5,4 9! 100.00% 

2009 238,697,929 238,697,929 !00.00% 

2010 250,516,858 250,516,858 100.(10% 

!JJ Figtwes include amottnls transfern~d and conMbuted during the fiscal year thai were related to the lran~(er of certain Harbor l'orl Police members from 
the Los Angefes City Employees' Retirement System. 
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SECTfON 4: Reporting Information for the City of Los Angeles Fire and Po!ice Pension Plan 

EXHIBITm 

Supplementary Information Required by GASB- Schedule of Funding Progress 

Retirement Benefits (Dollar Amounts Jn Thousands) 

Unfunded/ UAAL as a 
Valuation Actuarial {Overfunded) Percentage of 

Actuarial Value Accrued Liability AAL Funded Covered Covered 
Valuation of Assets (AAL) {UAAL) Ratio Payroll Payroll 

Date (a) (b) (b) -{a) (a) I (b) (c) [(b) - (a)] 1 (c) 

06/30/2005 $11,634,114 $ !2,357,524 $723,411 94.1% $1,037,445 69.7% 

06/30/2006 !2,121,403 12,811,384 689,981 94.6% 1,092,815 63.i% 

06/30/2007 !3,215,668 13,324,089 108,421 99.2% 1,135,592 9.5% 

06/30/2003 !4,!53,296 !4,279,1[6 125,820 99.1% 1,206,589 10.4% 

06/3012009 !4,256,611 14,817,146 560,535 96.2% 1,357,249 41.3% 

06/30120 !0 14,219,581 15,520,625 1,301,044 91.6% 1,356,98-6 95.9% 
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SECTION 4: Reporting Information for the City of Los Angeles Fire and Police Pension Plan 

EXHIBIT IV 

Supplementary Information Required by GASB 

Valuation date 

Actuarial cost method 

Amo1·iization method 

Asset valuation method 

Actuarial assumptions: 
{nvestment rate of return 

inflation rate 

Rea! across-the-board salary increase 

Projected salary increases* 

Cost ofliving adjustments 

Plan membership: 

June 30, 2010 

Entry Age Nonnal Cost Method 

For Tier 1, level dollar amortization is used ending on June 30, 2037. For Tier 
2, level 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 percent of payroll with multiple layers. Actuarial 
gains/losses are amortized over 15 years (21 and 17 years for gains/tosses 
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 return 
and the expected return on the market value, and is recognized over a five-year 
period. Unrecognized return established after July 1, 2008 is recognized 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. 

7.75% 

3.50% 

0.75% 

Ranges from 4.90% to 10.09% based on age. 

3.50% of Tiers 1 and 2 retirement income and 3.00% of Tiers 3, 4, and 5 
retirement income~ 

Retired members and beneficiaries receiving benefits 

Terminated members entitled to, but not yet receiving benefits 

Active members 

12,348 

58 

13,654 

26,060 Total 

" See Exhibit V for these increas~s. 
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SECTION 4: Reporting lnformaUon for the City of los Angeles Fire and Po !ice Pension Plan 

EXHIBITV 

Actuarial Assumptlons 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 Mo1tality Table (separate for males and females) for bene:!:ldaries. 

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

Tennination Rates Before Retirement: 
Pre-Retirement Mortality: 

Rate{%) 

Mortality 

Age Male Female 

20 0.03 0.02 
25 0.04 0.02 
30 0.04 0.02 
35 0.06 0.04 
40 0.10 0.06 
45 0.13 0.09 
50 0.19 0.14 
55 0.29 0.22 

. 60 0.53 0.39 
All pre-retirement 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 Police 

20 0.02 0.01 
25 0.02 0.04 
30 0.03 0.11 
35 0.06 0.17 
40 0.15 0.31 
45 0.29 0.49 
50 0.56 0.58 
55 2.08 1.14 
60 6.00 1.59 

* 90% of disabilities are assumed to be service connected. 
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SECTION 4: Reporting Information for the Clty of Los Angeles Fire and Pollee Pension Pfan 

Termination Rates Before Retirement {continued): 

* 

Service 
0" 1 
l - 2 
2~3 

3~4 

4~5 

Age 
20 
25 
30 
35 
40 
45 
50 
55 
60 

Rata{%) 
Wlthdrawa! (< 5 Years of Service) 

Fire 
8.00 
4.00 
3.00 
2.00 
2.00 

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

Fire 
2.00 
2.00 
1.52 
0.90 
0.55 
0.30 
0.00 
0.00 
0.00 

No withdrawal is assumed after a member is eligible for retirement. 

Police 
8.00 
4.50 
3.50 
3.50 
3.00 

Police 
3.00 
3.00 
2.70 
2,20 
1.70 
1.20 
0.00 
0.00 
0.00 
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SECTlON4: Reporting lnformatlon for the Clty of Los Angeles Fire and PoUce Pension Plan 

Retirement Rates: 
Rate% 

Fire Police .l 
Age Tiers 2&4 Tiers 3&5 Tiers 2&4 Tiers 3&5 

41 1.00% 0.00% 6.00% 0.00% 

42 1.00 0.00 6.00 0.00 

43 1.00 0.00 ro.oo 0.00 

44 1.00 0.00 10.00 0.00 

45 1.00 0.00 8.00 0.00 

46 1.00 0.00 8.00 0.00 

47 1.00 0.00 8.00 0.00 

48 2.00 0.00 9.00 0.00 

49 2.00 0.00 9.00 0.00 

50 2.00 8.00 8.00 15.00 

5t 2.00 8.00 8.00 15.00 

52 4.00 8.00 8.00 15.00 

53 4.00 8.00 15.00 15.00 

54 4.00 8.00 15.00 15.00 

55 6.00 10.00 15.00 15.00 

56 I 0.00 10.00 15.00 15.00 

57 10.00 J 0.00 15.00 l!LOO 
58 10.00 12.00 25.00 20.00 

59 10.00 15.00 25.00 25.00 

60 20.00 20.00 25.00 25.00 

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 !00.00 100.00 100.00 100.00 

DROP Program: For this valuation, of all members expected to retire with a service retirement benef1 t, 
we assume a 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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SECTJON 4; Reporting Information for the Cfty of Los Angeles Fire and Police Penslon Plan 

Retirement Age and Benefit for 
Inactive Vested Participants: 

Unknown DatR for Members: 

Exclusion of Inactive Vesteds: 

Definition of Active Members: 

Percent Marriedillomestic Partner: 

Age of Spouse: 

Future Benefit Accruals: 

Consumer Price Index:: 

Member Contribution and 
Matching Account Crediting Rate~ 

Net Investment Return: 

For deferred vested members, retirement assumption is age 50. 

We assume that all defei1'Cd vested members receive a deferred vested benefit. 

Same as those exhibited by members with similar knov>'n characteristics. If not 
specified, members me assumed to be male. 

All inactive participants are Included in the valuation. 

First day of biweekly payroll following employment for new department employees or 
immediately following transfer from other city department. 

86% 

Wives are 3 years younger than their husbands. 

1.0 year of service per year. 

Increase of3 .50% per year; benefit increases due to CPI subject to a }.0% maximum 
for Tiers 3 t11rough 5. 

5.00% 

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

Salary Incre;-~ses: 

Actuarial Value of Assets: 

Actuarial Cost Method: 

Annual Rate ofCompensation Increase 

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

Aga 
20 
25 
30 
35 
40 
45 
50 
55 
60 

Additional Salary Increase 

5.84% 
4.99% 
3.87% 
2.75% 
1.75% 
1.17% 
0.87% 
0.69% 
0.65% 

The market value of assets less unrecognized retums. Unrecognized return is equal to 
the difference between the actual and expected returns on a market value basis. 
Unrecognized retums established before July 1, 2008 are recognized over a five-year 
period and unrecognized returns established after July I, 2008 Is recognized over a 
seven-year period, The actuarial value of assets is further adjusted, ifnecessary, to be 
within 40% of the market value of assets. 

Entry Age NormaL Actuarial Cost Method. Entry Age is the current age minus Service 
Credit. Actuarial Accrued Liability is calculated 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 Policy: 

Changes in Assumptions: 

Consumer Price Index: 

Net Investment Return: 

The City of Los Angeles Fire & Police Pension Plan makes contributions equal to 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 periods as a level percentage of payroll. Any change in 
Surplus or Unfunded Actuarial Accrued Liability from plan amendments or plan 
assumption changes are ammtized 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 level 
percent of payroll amortization ending on June 30, 2037 as a percent of total valuation 
payroll. Under the Board's funding policy, experience loss for Tier 2 would be 
amortized over the shmter of 15 years or the remaining amottization pe1iod ending 
June 30, 2037. 

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

Increase of3.75% per year; benefit increases due to CPI subject to a 3.0% maximum 
for Tiers 3 through 5. 

8.00%, net of investment and administrative expenses 
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SECTION 4: Reporting Information for the City of Los Angeles Fire and Pollca Pension Plan 

Salary Increases: 

Annual Rate of Compensation Increase 

Inflation: 3. 75% per year; plus 0.50% "across the board" salary 
increases; plus the foHowing Merit and Longevity increases 
based on age, 

Age 
20 
25 
30 
35 
40 
45 
50 
55 
60 

Additional Safary Increase 

5.84% 
4.99% 
3.87% 
2.75% 
1.75% 
l.l7% 
0.87% 
0.69% 
0.65% 
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SECTION 4: Reporting Information for the City of Los Angeles Fire and Police Pension Plan 

EXH181TVI 

Summary of Plan Provisions 

This exhibit summarizes the major provisions of the City ofLos Angeles Fire & Police Pension 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: 

Ceusus Date: 

Senice Retirement Benefit: 

Tier 1 (§ 1304) 

Age & Service Requirement 

Amount 

July 1 through June 30 

June 30 

20 years of service 

Years of Service 

20 

20 to 25 

25 

25 to 35 

35+. 

Benefit 

40% of NormaL Pension Base 

Additional 2% for each year over 20 and under 25 

50% ofNorma1 Pension Base 

Additional! 2/3% for each year over 25 and under 35 

· 66 2/3% ofNormat Pension Base 
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SECTION 4; Reporting Information for the City of Leis Angeles Fire and Po !ice Pension Plan 

T!er 2 (§ 1408) 

Age & Service Requirement 20 years of service 

Amount 

Tier 3 (§ 1504) 

Years of Service Benefit 

Less than 25 2% of Normal Pension Base per year of service 

25+ 55% plus 3% per year over 25 to a maximum of70% ofNonnal 
Pension Base 

Age & Service Requirement Age 50 and l 0 years of service 

Amount 

Benefit 

2% of Final Average Salary per year of service 

Years of Service 

Less than 20 

20+ For each additional year over 20, 3% afFinal Average Salary per year 
over 20 to a maximum of70% Final Average Salary 

Tier 4 (§ 1604) 

Age & Service Requirement 20 years of service 

Amount 

Tier 5 (§ 4.2004) 

Years of Service Benefit 

20 40% of Final Average Salary 

20+ For each additional year over 20, 3% of Final Average Salary per year 
over 20 to a maximum of70% Final Average Salary 

Age & Service Requirement Age 50 and 20 years of service 

Amount 

Years of Service 

20. 

20+ 

Benefit 

50% afFinal Average Salary 

For each additional year over 20, 3% of Fina1 Average Salary per year 
over 20, except JOrlt year where 4% is provided, to a maximum of90% 
Final Average Salary 
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SECTION 4: Reporting Information for the City of Los Angeles Fire and Police Pension Plan 

Deferred Retirement Option Plan 
(DROP) (§4.2100 - 4.2109): 

Eligibility 

Benefits under DROP 

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

Final Average Salary: 
Tier 3, 4, 5 (§ t 502, § 1602, §4.2002) 

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

Tier 4 (§ 1616) 

Tier 5 (§ 4.2016) 

Tier2: 

Tier 3: 

Tler4: 

Tier 5: 

25 years of service 

Age 50 and 25 years of service 

25 years of service 

Age 50 and 25 years of service 

DROP benefits (calculated using age, service, and salary at the commencement 
date of participation in DROP) will be credited to a DROP account with interest at 
5% annually. Members are required to make normal member contributions. DROP 
benefits receive annual COLA while in DROP (limited to 3% for a!l Tiers). 
Members may participate in DROP for up to five years. 

Final monthly salary rate 

Monthly average sa!ary actually received during any 12 consecutive months of 
service 

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 a maximum of3% 
per year. 
Based on changes to Los Angeles area consumer price index to a 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 4: Reporting Information for the City of los Angeles Fire and Pollee Pension Plan 

Death After Retirement: 

Tier 1 (§ 1314, § 1316) 

Service Retirement Pension equal to the same percentage ofthe Member's Normal Pension Base to a 
ma,'<imum of 50%. 

Service Connected Disability 50% of Member's Normal Pension Base. 

Nonservice Connected DisabilUy 40% of highest monthly sal my as of Member's retirement for basic rank of Police 
Officer III or Firefighter m, and the highest length of service pay. 

Tier 2 (§ 1414) 

Service Retirement Pension equal to the same percentage ofthe Member's Normal Pension Base to a 
maximum of 55%. 

Service Connected Disabili!y 50% ofthe Member's Normal Pension Base, or 55% of the Member's Notmal 
Pension Base if Member had at least 25 years of service at the date of death. 

Nonsen·ice Connected Disability 40% of highest monthly salary as of Member's retirement for basic rank of Police 
Officer HI or Firefighter HI, and the highest length of service pay (non service 
connected pension base). 

Tier 3, 4 (§ 1508, § 1608) 

Service Retirement 

Service Connected Disability 

Nonservice Connected Disability 

Tier 5 (§ 4.2008, § 4.2008.5) 

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

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

If fanner Tier 2 member, see Tier 2. Otherwise, see Tier 3. 
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SECTION 4: Reporting Information for the City of Los Angeles F!re and Pollee Pension Plan 

Death Before Retirement: 

Tier 1 (§ 1314, § 1316) 

Eligible for Service Retirement 

Service Requiremem 

Amount 

Service Connected 

Service Requirement 

Amount 

Nonservice Connected 

Service Requirement 

Amount 

Tier2 (§ 1414) 

Eligible for Service Retirement 

Sen,ice Requirement 
Amounr 

Service Connected 
Service Requirement 

Amount 

20 years of service. 

100% of Member's accrued service retirement Member would have received, not 
to exceed 50% ofNonnaL Pension Base. 

None. 

50% of Member's Normal Pension Base. 

5 years of service. 

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

20 years of service. 

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% ofthe Member's Normal 
Pension Base if Member had at least 25 years of service at the date of death. 
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Nonservice Connected 

Service Requirement 

Amount 

Tier 3, 4 (§ 1508, § 1608) 

Eligible for Service Retirement 

Service Requirement 

Amount 

Service Connected 

Service Requirement 

Amount 

Nonservice Connected 

Service Requirement 

Amount 

Basic Death Benefit 

5 years of service. 

40% ofhlghcst monthly salary as of Member's retirement for basic rank ofPoHce 
Officer III or Firefighter m, and the highest length of service pay (nonservice 
cmmected pension base). 

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

Higher of30% of Final Average Salary or, if eligible to retire based on years of 
service, 80% of the pension the !VI ember would have received not to exceed 40% 
afFinal Average Salary. 

None. 

75% ofthe Member's Final Average Salary payable to an eligible spouse or 
designated beneficiary. 

5 years of service. 

30% of the Member's Final Average Salary, or 80% of the service pension ifthe 
Member was ellgible to retire to a maximum of 40% of the Member's Final 
Average Salary. 

If Member has at least one year of service, in addition to return of contributions, 
beneficiary receives the Member's one-year average monthly salary times years 
of completed service (not to exceed 6 years). 
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Tier 5 (§ 4.2008, § 4.2008.5) 

Eligible for Service Retirement 

Service Requirement 

Amount 

Service Connected 

Service Requirement 

Amount 

Nonservice Connected 

Service Requirement 

Amount 

Basic Death Benefit 

20 years of service. 

For fanner Tier 2, 100% of Member's accrued service retirement Member wouid 
have received, not to exceed 55% of Normal Pension Base. For former Tier 3, 4, 
or 5, per section 1508(2), if member was digible to retire based on years of 
service, 80% of service retirement Member would have been entitled to or 30% of 
Member's Final Average Salary, not to exceed 40% of Final Average Salary. 

None. 

75% of the Member's Final Average Salary payable to an ellgible spouse or 
designated beneficiary. 

5 years of service. 

For fanner Tier 2, 40% of highest monthly salary as of Member's retirement for 
basic rank of Police Officer UI or Firefighter HI, 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 retirement Member would have been entitled to or 30% of 
Member's Final Average Salary; not to exceed 40% of Final Average Salary. 

if Member has at least one year of service, in addition to return of contributions, 
beneficiary receives the Member's one-year average monthly salary times years 
of completed service (not to exceed 6 years). 
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SECT~ON 4: Reporting Information for the City of Los Angeles Fire and Pollee Penslon Plan 

Disability; 

Tier 1 (§ 1310, § 1312) 

Service Connected 

Service Requirement 

Amount 

Nonservice Connected 

Service Requirement 

Amount 

Tier 2 (§ 1412) 

Service Connected 

Service Requiremem 

A moun! 

llonser11ice Connected 

Service Requirement 

Amount 

Tier 3, 4, 5 (§ 1506, § 1606, § 4.2006) 

Service Connected 

Service Requiremenr 
Amount 

Nonservice Connected 

Service Requirement 
Amount 

None. 

50% to 90% ofNormal 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 retirement for basic rank of 
Police Officer In or firefighter m, and the highest length of servlce 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 retirement for basic rank of 
Police Officer HI or fjrefighter III, and the highest length of service pay. 

None. 

30% to 90% of Final Average Salary depending on severity of disability with 
a minimum of2% of :Final Average Salary per year of service. 

5 years of service. 

30% to 50% of Final Average Salary depending on severity of disability. 
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SECTION 4: Reporting [nformation for the City of Los Angeles Fire and Police Pension Plan 

Deferred Withdrawal Retirement Benefit (Vested): 
Tier J (§ 1504) 

Age & Service Requirement 
Amount 

Tier 5 (§ 4.2004) 
Age & Service Requirement 
Amount 

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

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

Member Normal Contributions: Members are exempl from making contributions iftheir con(lnuous service exceeds 30 
years for Tiers 1 through 4, and 33 years for Tier 5. 

Tier 1 (§ 1324) 
Tier 2 (§ 1420) 

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

Changes in Plan Provisions: 

5l06343v1/D7916.Q02 

Non11al contdbution rate of 6%. 
Nonnal contribution rate of 6% plus half of the cost of the cost of living benefit to a 
maximum of 1%. 
Norma! contribution rate of 8%. 
Normal contribution rate of 8%. 
Normal contribution rate of 9% with the City of Los Angeles paying l% provided 
that the LAFPP is at least 100% actuarially funded for pension benefits. 

There have been no changes in plan provisions, benefit amounts and eligibility 
requirements since the last valuation. 
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THE SEGAL COMPANY 

100 Montgomery Slreet, Suite 500 San Francisco, CA 9410~ 

T 415.263.8200 F 415.263.8290 www.s&galco.com 

November 17, 2010 

Board of Trustees 

City of Los Angeles Fire and Police Pension rtan 

360 East Second Street, Suite 400 

Los Angeles, CA 90012-4203 

Dear Board members: 

We are pleased to submit !his Actuarial, Valuation and Review qfOther 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 valuarion, discloses the Net OPEB obligation (NOO) as of Jrme 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 of 

Patrick Twomey, ASA, i\.£AAA and Dave Bergerson, ASA, AtAAA, FCA. 

This actuarial valuation has been comp{eled in accordm1ce with generally accepted actuarial principles and practices. To rhe 

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 II are reasonably related to the experience of and the 

expectations for the Plan. The actuarial projeclions are based on these assumptions and the plan of benefits as swnmarized in 

Exhibit III. 

Sincerely, 

THE SEGAL COMPANY 

By: 

/-) ~'7 ( 
r~U<-<L~ LL . .-l,jr . __ ?- -

Paul Angelo, FSA, MAAA, FCA, EA 
Senior Vice President and Actuary 

TXB!hy 

Andy Yew;g, ASA, ll1AAA, EA 
Vice President and Associate Actuary 
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SECT10N 1: Executive Summary for City of Los Angeles Fire and Police Pension Plan June 30, 2010 Measurement 
Under GASB 43 and 45 

PURPOSE 
This report presents the results of our actuarial va.luation 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 tbe Governmental Accounting Standards, 
which prescribe an accrual methodology for accumulating 
the value of other postemployment benefits (OPEB) over 
participants' active working lifetimes. 

HIGHLIGHTS OF THE VALUATION 
> The recommended contdbution rate has increased from 

8.68% of payroll ($117.9 mlllion) to 11.86% ofpayroll 
($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 contribution rates provided in this report 
have been developed, assuming that they wm be made 
by the City either (J) throughout the year (i.e. the City 
will pay contributions at the end of every pay period), 
(2) on July 15 or (3) the beginning of the year. 

> The funded ratio has decreased from 39.7% to 32.2% 
in this valuation. The unfunded actuarial accmed 
liability (UAAL) has increased from $1,229 million to 
$1,721 million. A reconcil1ation ofthe change in the 
UAAL is provided on page 6, Section 2. 

> The City of Los Angeles Fire and Police Pension Plan 
is required to 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 annuat·required contdbutlon (ARC), if made on 
July 15, for fiscal year 2010/2011 is 1 L86% of payroll. 
Once the actual contributions for 201 0!201 1 are 
known, the disclosure infonnation in Chart 5 can be 
completed. 

> The discount rate for this valuation is 7 .75%, and is 
based on the assumption that in the long term the City 
is paying a contribution that equals the ARC and I 00% 
of benefits will be paid from the trust. The discount 
rate was 8.00% in the prior valuation. 

> For the June 3 0, 20 I 0 valuation, Segal originally 
recommended a 10% trend assumption to project the 
premiums for the first fiscal year after 2010/201 LIn 
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 year. At the 
November 4, 2010 Boal'd meeting, the Board decided 
to maintain the 10% trend assumption for three fiscal 
years before the trend assumption 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 Boal'd is within the range of 
reasonable assumptions that would be considered for 
this type of valuation. 

> The funding method used to develop the (ARC) is 
Entry Age Normal, with the normal cost developed as 
a level percent of payroll. The contribution to ammtlze 
the UAAL is developed as a level percent of payroll. 
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SECTION 1: Executive Summary for City of Los Angeles Flra and Police Pension Pfan June 30, 2010 Measurement 
Under GASB 43 and 45 

> Contributions will generally increase with payroll 
growth. Other factors such as gains or losses, or 
changes in trend assumptions will also change the 
ARC for future years. 

> As adopted by the Board, any investment gains/losses 
incurred on or after July 1, 2008 relative to the 
assumed retum (7.75% per year effective July 1, 201 0) 
would be recognized over a period of7 years in 
developing the actuarial value of assets. In addition, 
the actuarial value ofassets is further adjusted, if 
necessary, so that it will stay within 40% of the market 
value of assets. 

> As indicated in Section 3, Exhibit G ofthis report, the 
total unrecognized investment loss as of June 30, 20 l 0 
is $2,837.9 mHHon for the assets for Retirement and 
Health Subsidy Benefits. The investment Joss will be 
recognized in the determination ofthe actuarial value 
of assets in the next few years. This implies that 
earning the assumed rate of investment return of 7.75% 
per year (net of expense) on a 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 
conlribution requirements would increase in each of 
the next few years. 

> The defen-ed losses of$2,837.9 million represent 23% 
of the market value of assets as of June 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 percentage 
and contribution rate requirements. Thls potential 
impact may be illustrated as follows: 

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

.. If the 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. 
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The key va{uation 
results for the current 
and prior years are 
shown 

SECTION 1: Executive Summary for City of Los Angeles Fire and Police Pension Plan June 30, 2010 Measurement 
Under GASB 43 and 45 

SUMMARY OF VALUATION RESULTS 

Actuarial Accrued Liability (AAL) 

Actuarial Value of Assets 

Unfunded Actuarial Accrued Li~bility 

Funded R~tio 

Market Value of Assets 

Annual Required Coniributi~!l (ARC} for coming year 

Normal cost (beginning ofycar) 

Ammiization of the unfunded actuarial accrued liability 

Total Annu~l Required Contribution at beginning of year 

ARC as a perccntsge of pay a! beginning of year 

Adjustment for timing (payable thro11 ghout the year) 

Total Annu~l Required Contribution, including adjustment for Liming 

ARC as a percentage of pay (payable throughout the year) 

Total Annual Required Contribution (payable July 15) 

ARC as a percentage of pay (payable July 15) 

Covered paymll 

Tot all' articipan!s 

Annual OPEB Cost (AOC) fo1' Coming Year 

Annual Required Contributions (payable end of fiscal year) 

Jntere~t on Net OPEB Obligations 

ARC Adjustments 

Total il.nnual OPEB Cosl 

A OC as percentage of pay 

June 30, 2010 

$2,537,825,016 

817,275,977 

!,720,549,039 

32.20% 

$663,032,442 

$62/577,377 

97. 73!,938 

$160,409,315 

il.82% 

6.099.881 

166,509,196 

12.27% 

$160,927,303 

11.86% 

$l ,3 56, 98{1,4 76 

25,413 

$172,841,037 

3,654,571 

-2.850,327 

$!73,645,281 

12.80% 

June 30, 2009 

$2,038,658,698 

809,676,978 

1 ,228,98 ( ,720 

39.72% 

$596,582,321 

$4 7,3 96,298 

70,!0l.l45 

$117,497,443 

lL65% 

4,699,898 

$122,197,341 

9.00% 

$17,889,101 

8.68% 

$1,357,248,936 

25,559 

$126,897,238 

2,631,536 

.:1.$12.1,_9_22 

$127,604,379 

9.40% 

3 
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7~SEGAL 

SECTION 1: Executive Summary for City of Los Angeles Fire and Pollee Pension Plan June 30, 2010 Measurement 
Under GASB 43 and 45 

November 17,2010 

ACTUARIAL CERTIFICATION 

This is to certify that The Segal Company has conducted an actuarial valuation of certain benefit obligations of City of Los 
Angeles Fire and Pollee Pension Plan's other postemployment benefit program as of June 30, 20 to, in accordance with 
generally accepted actuarial principles and practices. The actuarial calculations presented in this rero11 have been made on a 
basis consistent with our understanding of GASB Statements No. 43 and No. 45 for the determination ofthe liability for 
postemployment benefits other than pensions. 

The actuarial valuation is based on the plan of benefits verified by the Pension Plan and reliance on pmticipant, premium, 
ciaims and expense data provided by the Pension Plan. The Segal Company does not audit the data provided. The accuracy and 
comprehensiveness of the data is the responsibility of those supplying the data. Segal, however, does revlew the data for 
reasonableness and consistency. 

The actuarial computations made are for purposes of fulfilling plan accounting and funding requirements. Detenninations for 
purposes other than meeting financial accounting and funding requirements may be significantly different from the results 
reported here. Accordingly, additional determinations may be needed for other purposes, such as judging benefit security at 
termination of the plan, or detennining short-term 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 No. 43 and No. 45 with respect Lo lhe benefit obligations addressed. The signing actuaries are 
Members of the Society of Actuaries, the American Academy of Actuaries, and other professional actuarial orgaruzations and 
collectively meet their "General Qualification Standards for Statements of Actuarial Opinions" to render the actuarlal opinion 
contained herein. 

Andy Yeung, ASA, MAAA,EJiA 
Vice President and Assoclate Actuary 

Patrick Twomey, ASA, l'viAAA, EA 
Assistant Actuary 
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SECTION 2: Valuation Results for the City of los Angeles Fire and Police Pension Plan June 30, 2010 Measurement 
Under GASB 43 and 45 

The actuarial present value of total projected benefits uses 
the actuarial assumptions disclosed in Section 4 to 
calculate the value today of all 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 (APB} and Actuarial Balance Sheet 

Participant Category 

Current retirees, benellciaries, and dependents 

Current active members 

Tot~l ~s uf J\me 30 

Actu~~rial Balrmce Sheet 

The actuarial balance sheet as of the valuation date is as follows: 

Assets 

J. Actuariu [ value of assets 

2. Present value of future normai costs 

3. Unfunded actuarial accn!ed llabi lity 

4. Present value uf current and future assets 

Liabilities 

5. Aduaria! Present Value of total Projected Benefits 

Actuarial Present Value 
of Total Projected Benefits (APB) 

June 30, 2010 

$1,450,500,242 

1.769.78Ll02 

$3,220,281,344 

June 30, 2010 

,j)gl7,275,977 

682,456,328 

I, 720,549.039 

$3,22D,281 ,344 

$3,220,28 !,344 

June 30, 2009 

$1,189,757,437 

!.362,243,109 

S2,552,000,546 

June 30, 2009 

$809,676,978 

513,341,848 

1.22&.981. no 
$2,552,000,5 46 

$2,5 52,000,5 46 

5 



7"r-sEGAL 

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

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, 

CHART2 

Actuarla! Accrued Liability (AAL) and Unfunded AAL (UAAL} 

Participl!nt Clltegory 

Current retirees. beneficiaries, and dependents 

Cunent active members 

Total actuarial accrued !lability 

Unfunded Actu~dnl Acerued Liability 

Net actuarial accrued liRbility 

AcluariDI value of assets 

Unfunded actuarial accrued liability 

and reconciles the unfunded actuatiai liability from last 
year to this year. 

June 30, 2010 

$1,450,500,242 

1,087.324.774 

$2,537,825,0i6 

$2,537,825,016 

817.275.977 

$!,720,549,039 

June 30, 2009 

$1,189,757,437 

848,901,261 

$2,038,658,698 

$2,03 8,658,698 

809,676 978 

$1,2211,981,720 

Develorrncnt ofUnfnmlcd Actuari~l Acerued Linbility for the Year Ended June 30, 2010 

1. Unfunded actuarial accrued liability at beginning ofyeor 

2. Employer normal cost at beginning of year 

3. Total employer contributions 

4. 1nterest 

5. Expected unfunded actuarial accrued I ia bility 

6. Change due to increased health trend assnrnplions 

7. Change due to investment loss 

8. Change due to decrease in discQunt mte 

9. Change due miscellaneous losses 

10. Unfunded actuarial accl'Ued liflbllity at end of year 

$1,228,981,720 

47,396,298 

-106,648,282 

93,942,093 

1 ,263,6 71,829 

274,664,382 

85,772,042 

84,<19~,'!03 

ll.'llii,}83 
$1,720,549,039 
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'~SEGAL 

SECTION 2: Valuation Resu!ts for the City of Los Angeles Fire and Police Pension Plan June 30, 2010 Measurement 
Under GASB 43 and 45 

The unfunded actuarial accrued liability may be amortized 
over periods of up to 30 years. Ammtization payments may 
be calculated as level do !Jar amounts or as amounts 
designed to remain level as a percent of a growing payroll 
base. City of Los Angeles Fire and PoHce Pension Plan has 
elected to ammtize the unfunded actuarial accrued liability 
using the following rules: Tier 1 is 30-year closed, level 
dollar as of June 30, 2006, Tiers 2 through 5 are 30-year 
closed) level percent of pay as of June 30, 2006. 

CHART3 

Table of Amortization Bases 

Data ln!Ual Initial 
Type Established Year Amount 

Tier[* 06/30/2006 30 $24,466,0&2 

Tier 2*~ 06/30/2006 30 653,100,516 

Tier 3** 06/30/2006 30 48, [41,902 

Tier4*'* 06/30/2006 30 28,161,779 

Tier 5 • Non·Harboru 06/30/2006 30 263,534,994 

Tier 5 -Harbor 06/30/2007 29 5!2,65! 

Total 

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

Current Years Annual 
Balance Remaining Payment 

$26,918,052 26 $2,260,741 

874,340,622 26 49,287,210 

1.\0,845,750 26 4,557,333 

51,597,320 26 2,908,578 

685,689,809 26 38,652,828 

1.157.486 26 65,248 

$1,720,549,039 $97,731,938 

7. 



·ti· SEGAL 

SECTlON 2: Valuation Results for the City of Los Angeles Fire and Police Pension Plan June 30, 2010 Measurement 
Under GASB 43 and 45 

The Annual Required Contribution (ARC) is the amount 
calculated to determine the annual cost ofthe OPEB plan 
for accounting purposes on an accmal basis. The 
calculation consists of adding the Nonna! Cost of the plan 
to an amortization payment. Both are dete1mined as of the 
start ofthe accounting period and adjusted as ifthe annual 
cost were to be contributed throughout the fiscal year or on 
July 15t11

, 

The amot1ization payment is based on a 26-year 
amoliization of the Unfunded Actuarial Accrued Liability 
on a leve1 percent of pay basis, except that Tier 1 is based 
on a level dollar basis. 

CHART4 

Determination of Annual Required Contribution (ARC) 

Cost Element 2010 

Amount 

L Normal cost $62,677,377 

2. Amorliz.ation of the unfundc<l actuarial accrued liability 27,731,938 
(26 years) 

3, Total Annual Required Con!ribution at beginning of year $160,409,315 

4, AtUustment for timing (payable throughout the year) 6,099,881 

5, Total Annual Required Contribution (payable throughDU! $166,509,196 
the year) 

. 6, Al\.justment for timing (payable July l S) $517,9118 

7, Total Annual Required Contribution (payable July 15} :S160,927,303 

8. Total Compensation $l 356 2Bu.A7.6 

Determined as of June 30 

Percentage of 
Compensation 

4,62% 

7,20% 

!L82% 

Qd)~ 

12.27% 

0,04% 

11.86% 

Amount 

$47,396,298 

70.101.145 

$1!7,497,443 

4,699,398 

$122,197 ,34[ 

391,058 

1!7,889,10! 

2009 

Percentage of 
Compensation 

3.49% 

5,16% 

8,65% 

035% 

9.00% 

0.03% 

8,68% 

.i1,3 5 2.24R.216. 
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SECTION 2: Valuation Results for the City of Los Angeles Fire and Police Pension Plan June 30, 201 D Measurement 
Under GASB 43 and 45 

The Annual OPEB Cost (AOC) adjusts the ARC for timing 
differences betv;reen the ARC and contributions in relation 
to the ARC. The AOC is the cost ofOPEB actually booked 
as an expense for the Fiscal Year under GASB 45. 

CHART 4 (continued) 

Determination of Annual OPEB Cost (AOC) 

Cost Element 

1. Annu~l Required Contribution (payable a( end of G~cal yenr) 

2. Interest on Beginning of Y car Net OPEB Obligation (NOO) 

3. ARC adjustment 

4. Annual OPED Cost 

5. AOC as per~entage of pay 

G. Total compensation 

Defermined as of June 30 

2010 2009 

Amount Amount 

$!72,841,037 $126,897,238 

3,654,571 2,631,536 

-2,850,327 -1,924.395 

$173.6ft~SJ $127604 379 

!2.80% 9.40% 

$1,356,986,476 $1,357,248,936 
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*SEGAL 

SECTION 2: Valuation Results for the City of los Angeles Fire and Police Pension Plan June 30, 2010 Measurement 
Under GASB 43 and 45 

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

schedule of employer contributions compares actual 
contributions to the AOC. 

CHART5 

Required Supplementary Information- Schedule of Employer Contributions 

GASB43 

Fiscal Year Ended Annual Required Actual 
June 30 Contributions Contributions 

2005 $31,541,933(1) $31,541,933([) 

2006 31,413,281(!) 31,413,201(l) 

2007 55,!62,681 (!) 55,162,681 11 ) 

2008 98,033,338(!) 78,257,32811 ) 

2009 98,444,833(l) B8,l78,91012l 

2010 1 06,648,28i2) l 06,648,282(2) 

Required Supplementary Information- Schedule of Employer Contributions 

GASB 45 

Fiscal Year Ended Annual OPES Actual 
June 30 Cost Contributions PI 

2005 $31,541,933(1) $31,54 i,933°) 

2006 31 ,413,281(l) 31 ,413,20l(l) 

2007 55, l62,681(l) ss, r 62,68t 11l 

2008 10 5 ,876, 005 84,517,9!4 
2009 106,4 52,93 7 94,916,833 
2010 127,604,379 114,816,430 

Percentage 
Contributed 

lOO.OO% 

100.00 

100.00 

79.83 

89.57 

100.00 

Percentage 
Contributed 

100.00% 

1(10.00 
100.00 
79.83 
89.!6 
89.98 

(IJ Shown at beginning of year. For years 2007 and prior, it appeat.r that the ARC developed by the Plan's prior actumy may not have been determined in 
compliance wilh GASB 43145 due to lhf! maximum amortization period and/or !he medicallrrmd rate employed. 

(lJ Shown with interest to July 15. 
(Jf Shown with interest to end ofyear. 

!0 

l 
I 
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*SEGAL 

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

This schedule offunding progress presents multi-year trend 
inf01mation about whether the actuarial va!ue of plan assets 
is increasing or decreasing over time relative to the 
actuarial accrued liability for benefits. 

•• """'m------~----------=--------
CHART 6 

Required Supplementary information- Schedule of Funding Progress 

(Amounts in $1 ,OOOs} 

Actuarial Actuarial Unfunded UAAL as a 
Actuarial Value Accrued Liability AAL Funded Covered Percentage of 
Valuation of Assets (AAL) (UAAL) Ratio Payrol! Covered Payroll 

Date (a) (b) (b) ·(a) (a) f (b) {c) [(b) -(a) I (Cf] 

06/30/2005 $597,199 lil,257,505 $660,306 47.49% $1,037,445 63.65% 

06/30/2006 613,782 1,631,187 1,017,405 37.63% 1,092,~14 93.10% 

0613012007 6&7,096 1,656,653 969,557 41.47% J '135,592 1!5.38% 

061301200& 767,647 !,836,840 1,069,193 41.79% !,206,589 88.61% 

0613012009 809,677 2,038,659 1,228,982 39.72% 1,357,249 90.55% 

06130/ZOIO 8!7,276 2,537,825 1,720,549 32.20% 1,356,936 126.79% 

Note: A (I numbers before June 30, 2006 provided by the prior aclumy. 

11 



SECTION 2: Valuation Results for the City of Los Angeles Fire and Police Pension P!an June 30, 204 0 Measurement 
Under GASB 43 and 45 

CHART 7 

The Net OPEB obl1gation measures the accumulated 
differences between the annual OPEB cost and the actual 
contri i:lutlons in relation to the ARC. 

Required Supplementary !nformatlon -Net OPEB Obligation (NOO) 

Annual Interest on Annual OPE:B 
Fiscal Required Existing ARC Cost 
Year Contribution NOO Adjustment (a) + (b)+ {c) 

Beginning (a) (b) (c) (d) 

07/0J/2006 $55) 62,6S 1°1 $0 $0 $55' 162,68 J 

07/01/2007 l 05,876,005(2)(l) 0 0 105,876,005 

07/0l/2008 l 05,967,196{4)(J) 1,708,647 -L222,906 l 06,452,937 

07/01/2009 126,897,238(]) 2,631,536 -1,924,395 127,604,379 

Actual Net Increase NOO 
Contribution in NOO as of End of 

Amountl3) (d) -(e) Fiscal Year 
(e} (f) (g) 

$55,162,681 $0 $0 

f\4,517,914 21,358,091 2 !,358,091 

94,916,833 ( 1,536,103 32,894,194 

t 14,816,430 12,71P,949 45,6S2, 143 

(1) Payabre at the beginning of the year. For years 2007 and prior il appears rhar the ARC may not hm'e been determined ifJ compliance with GASB 43 and 45 d1te to the maxim 11m 

amortization period and/or ihe medical/rend mle employed. All results for 2007 and P'ior years were pro-dded by the !'fan based on valuations by the p,·for acluary. 
121 Based on the beginning ofyear contribution rate af8.15% of compensation calcufated in the June 30, 2006 valualiOf1 before th~ phase-in. The ARC dollar amount has been 

approximated by applying the ratio of the contribtllion before the phase-in Ia the cont1·ibution after the phase-in as determined in the June 30, 2006 valuation to the acluaf contributions 
made duri11g 200712008, 

tJJ With Interest to end ofyear, 

r<J Based on the beginning of year comtiburion rate of7,89% ofcompensarion cafcu{ated in the June 30, 2007 valuation before !he phase-in. The ARC dollar amount has been 
oppro:ximated by applying the ratio of the contribution before the phase-in to the conlribuiion after the phase-in rmrde during 200812009 as determined in the June 30, 2007 valuation 10 

the aca,al contributions. 

*SEGAL 
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This exhibit summarizes 
the participant data 
used/or the current and 
prior valuations. 

7"'r- SEG.AL 

SECTION 3: Supplemental Vaiuatfon Details for the City of Los Angeles Fire and Po rice Pension Plan June 30, 2010 
Measurement Under GASB 43 and 45 

EXHIBIT A 

Summary of Participant Data 

Retirees 

Number Qf 1wn-disabled 

Number D f di&;lbled 

Total Number Qfretirees 

Average age of reti rccs 

Number or ~pouses!domestic partners 

Average ag,e of spouses/domestic pattners 

s u l"Viving s r ou scs 

Number 

Average age 

Active Pa11icipan!s 

Number 

Average ~ge 

Average years of service 

June 30, 2010 

7,684 

U.M 
9,546 

6l'L7 

6,l94 

64.5 

2,213 

77.9 

13,654 

40.6 

l3.6 

June 30, 2009 

7,609 

1,890 

9,49') 

68.4 

6,079 

64.5 

2,258 

77.7 

l3,802 

40.1 

13.2 

13 
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frsEGAL 

SECTION 3: Supplemental Valuation Details for the City of Los Angeles Fire and Police Pension Plan June 30, 2010 
Measurement Under GASB 43 and 45 

EXHIBIT 8 

Allocation of ARC by Tier 

Cost Element Determined as of June 30, 2010 
. .,........,.._._., ... ··--...-~ . .......,~ .. ......-.. . ...,.,...,.---· 

l TierS 
Tier 1 Tier 2 Tier 3 Tier4 {Without HPP) Tter 5 {HPP} 

Norma[ cost $0 $633,962 $4,755,845 $1,959,246 $54,742,663 $585,66! 

Amortization of the unfunded actuarial accrued liability ~2,260,741 1.42.ZB.7..21Q ;H,557,333 $2,9{)8,578 $38,652,82~ . S65.248 
over 26 years 

Total antmal required contribution, lJ~ginning ol"year $2,260,741 $4"9,921, 172 $9,3!3, 178 $4,867,824 $93,395,491 .$650,909 

" 
Percent of compensation NIA 3.68% 9.51% 10.79% 7.87% 6.27% 

Adjustment for timing (payable throughout the year) $85.969 $1.898,351 $354,152 $185, !09 $3,551,548 $'24,752 

Total annual required contribution $2,346,710 $5!,819,523 $9,667,330 .'(;5,052,933 $96,947,039 $675,661 

Percent of compensation N/A 3.82% 9.~7% ll.20% S.l7% 6.51% 

Payroll N/A $1,356,9&6,476 $97,967,569 $115, 131.2CH $1,186,271,650 s 10,3 81,200 

Total annual required contribution (pnyable July 1.5) $2,268,041 $50,082,376 $9,343,252 $4,883,543 $93,697,081 $653,011 

Percent of compensation N/A 3.69% 9.54% 10.82% 7.90% 6.29% 
~ 

TJer 2 nornmi COJI rate based on lola/ payroll. 

14 
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SECTION 3: Supplemental Valuation Details for the City of Los Angeles Fire and Pollee Pension Plan June 30, 2010 
Measurement Under GASB 43 and 45 

------------------------------------------------------------------------------------------EXHIBlT C 

Cash Flow Projections 

The ARC generally exceeds the current pay-as-you-go 
Cpaygo") cost of an OPEB plan. Over time the pay go cost 
will tend to grow and may even eventuaHy exceed the ARC 
in a well funded plan. TI1e following tab1e projects the 
paygo cost as the projected net fund payment over the next 
ten years. 

Year Ending 
Projected Number of Re-tirees* Projected Benefit Payments 

June 30 Current future Total Current Future Total 

2011 15,630 281 15,91! $89,655,485 $1,779,688 $9!,435,!73 

2012 15,339 626 15,965 94,97<5,297 4,292,923 99,269,220 

2013 15,023 1,047 16,070 100,206,027 7,753,959 107,959,986 

2014 14,655 1,539 16,194 105,383,452 12,268,996 117,652,448 

2015 \4,325 2,079 16,404 110,742,146 17,793,775 128,535,92 I 

2016 13,935 2,682 16,617 11 5,560,559 24,510,560 140,07 !, !19 

2017 13,4114 3,276 16,760 I 19,768,071 31,992,304 151,760,375 

2013 13,040 3,910 16,950 123,710,920 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 5,25ll 17,357 JJO,J94, 189 61,769,313 192,163,502 

* Includes spouses of retirees. Does nor include retirees under age 55 wlro have yelto comnNmce retiree 
heafth benefits. 
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*SEGAL 

SECT! ON 3: Supplemental Valuation Details for the City of los Angeles Fire and Police Pension Plan 
June 30, 2010 Measurement Under GASB 43 and 45 

EXHIBIT D 

Summary Statement of Income and Expanses on an Actuarial Value Basis for All Retirement and Heatth Subsidy 
Benefits Assets 

Contribution income: 

Employer contributions 

Empioyee contributions 

Net contribution income 

Investment income; 

Interest, dividends and other income 

Recognition of capital appred ation 

Less investment aod administrative fees 

Net investment income 

Total incDme nvnilahle f"r benefits 

Less benefit payments 

Change In reserve for future benefits 

Year Ended June 30, 2010 

$357,165,140 

106,411,630 

$555,187,632 

-130,353,250 

-64.092 478 

$4 63,576,770 

l@J11.,2Q± 

S824,318,67 4 

-S853,749,429 

-$29,430,755 

Year Ended June 30, 2009 

$326,1!76,839 

103.685,44 7 

$325,640,062 

299, l2R,67 4 

-67.421,253 

$430,562,286 

557,346,783 

$987,909,069 

-$842,5 65,3 58 

$145,343,711 
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SECTION 3: Supplemental Valuation DetaHs for the City of Los Angeles Fire and Pollee Pension Plan 
June 30, 2010 Measurement Under GASB 43 and 45 

EXHIBIT E 

Summary Statement of Assets for Retirement and Health Subsidy Beneflts 

Year Ended June 30, 2010 Year Ended June 30, 2009 

C3.~h equivalents .$5,299,376 $1;274,636 

A.~counts receivable: 

Accrued interest and dividends $36,902,239 $43,657,544 

Contributions 3,805, J 62 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 income investments 3,306,620,533 3,070,686,821 

Real estate 1,035,003,872 1,003,947,049 

Securities lending collateral 0 273,474,449 

Total investments at market value 12.48 1,315,828 ! 1,547,110,653 

Tohl assets $12,608,747,458 $11,754,826,287 

Less Dccotm!s p~y~bk: 

Accounts pap1b 1c and benefits in process -$20,540,3 02 -$22,294,85R 

Due to brokers ·115,187,861 "193,625,426 

Mortgage payable -284,050,944 ·U9,062,819 

Securities lending co llaternl -2]3,4]4,449 

Total accounts payable -$409,779, I 07 -$778,457,552 

Net assets !It marl1Ct value $12 l ~8 958,3~ 1 llQ,.21.6.368.23~ 

Net assets at actmn·ia I v~lue .tl1,0J il, 3.5.M.3.2 $15 Olili 2.1!7.321 
Net a~scts atvu!u~tlou vAlue (health b~nefits) sa u.zn.nz $8Q2,626..27& 

j 

I 
i 

:1 

17 



*SEGAL 

SECTION 3: Supplemental Valuation Details for the City of Los Angeles Fire and Police Pension Pian 
June 30, 2010 Measurement Under GASB 43 and 45 

EXH[BJTF 

Development ofthe Fund Through June 30, 2010 for All Retirement and Health Subsidy Benefits Assets 

Net Actuarial Value of 
Year Ended Employer Employee Investment Benefit Assets at 

June 30 Contributions Contributions Raturn11 ) Payments End ofYear 

2005 $167,364,751 $75,652,949 $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 286,167,278(2) 91,263,474 1,590,968,304 800,819,286 13,902,764,838 

2008 333,672,743 98,074,219 1,414,391,128 827,959,245 ! 4,920,943,683 

2009 326,876,839 l 03,685,447 557,346,783 842,565,358 15,066,287,394 

20!0 357,165,140 106,416,630 360,741,904 853,749,429 l5,036,R56,639 

(I) Net of investment fees and administrative expenses 

(ll lncfudes $6,220,076 (discounted to $6,058,515) of Harbor Pori Police assets transferred fn October, 2007. 
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The chart shows the 
determination of the 
actuariaf value of assets 
as of the valuation date. 

n·sEG.AL 

SECTION 3: Supplemental Valuation Details for the Clty of Los Angeles Fire and Police Pension Plan 
June 30, 2010 Measurement Under GASB 43 and 45 

H is desirable to bave Jevef and predictable plan costs from 
one year to the next. For thls reason, the Board of 
Commissioners has appr(wed an asset valuation method 
that gradually adjusts to market value. Undel' this valuation 
method, the full value of market fluctuations is not 
recognized in a single year and, as a resuit, the asset vafue 
and the plan costs are more stable. 

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

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

EXHIBIT G 

As adopted by the Board, any investment gains/losses 
established after July 1, 2008 will be recognized over a 
seven-year period and the actuat·ial value of assets will be 
further adjusted, if necessary, to be within 40% oftbe 
market value. 

Development of the Actuarial Value of Assets for All Retirement and Health Subsidy Benefits 

1. Market value of assets 

2. Calculation of unrecognized rcturn{L) 

(a) Year ended June 30, 2010 

(b) Year ended June 30, 2009 

(c) Year ended June JO, 200R 

(d) Year ended June 30, 2007 

(c) Total unrecognized return 

3. Preliminary actuarial value: (1)- (2e) 

4. Adjustment to be within 40% wrridor 

5. final actuarial value of assets: (3) + (4) 

6. Actuarial value as a percentage of market value: (5)+(1} 

7_ V uluation value of health assets 

(I) Total return minus expected retum on a market value basis 

Original 

Amount 

$737,173,630 

-$4,113,928,646 

-2,015,976,509 

1,375,798,329 

Percent Not 

Recognized 

85.71% 

71.43% 

40.00% 

20.00% 

Amount Not 

Recognized 

$631,863,111 

"2,938,520,40 1 

-806,390,604 

275,159,666 

$12,198,968,351 

-2,837,888,288 

15,03 6,856,63 9 

0 

$15 03G 856.639 

123.3% 

$8!7,275,977 
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SECTION4: Supporting information for the City of Los Angeles Fire and Police Pension Plan 
June 30, 2010 Measurement Under GASB 43 and 45 

EXHIBIT! 

Summary of Required Supplementary Information 

Valuntion date 
Actuarial cost mcthfHI 

Amortizntifln method 

Remaining amortization pc;·iod 

Asset valuation method 

Actuarial assumptions: 

Investment rate ofreturo 
! n flatlon rate 
Across·the-board pay increase 

Projected payroll increases 

Health care co~ttrend rate (to c~lculale following year's premium) 

~ Medkal 

~ Dental 

Medic~re Part B Premium 

~ Medical Subsidy Trend 

l'lnn membership: 

Current retirees and beneficiaries 

Current active participnnts 

Tot~! 

June 30,2010 

Entlj' age normal, level percent of pay 

30 years closed, levet percent of pay (with the exception of Tier\ that is 
amortized Ds a level dollar amount) 

26 years as of June 30, 20!0 

Market value of assets less unrecognized returns in each of the last five yenrs. 
Unrecognized return is equal to the difference between the actual m~rket return 
nod the expected return on the market value, alld is recogniz.ed over r1 five-year 
period. Unrecognized return established aHer July i, 2008 is recognizeu over a 
seven-year period. The actuarial value of assets is further adjusted, if 
necessary, to be within 40% of the market vBlue of as~els. 

7.75% 

3.50% 

0.75% 

4.25% 

10.00% in 2010-/.011,2011-20 l2 and 2012-2013, then decreasing by 0.5% for 
each year for ten years until it reaches an ultimate rate of 5%. 

5.00% 
The 2011-2012 and all subsequent fiscal year premiums are assumed to be 5% 
greater than the prior year premium, 

~ For all non-Medicare retirees, increase at lesser of 7% or medical tr'end. 

• For Medicare retirees with single party premium, incrense with med(ca! 
trend. 

n For Medicare retirees with 2-Party premium less lhan or equnlto the 
maximum subsidy as of July 1, 2010 (e.g. Fire Medica!), .increase with 
medical trend. 

• For Medic~re retirees with 2·Party premium greater than lhe maxim11m 
subsidy as of July 1, 2010 (e.g. Police Blue Cross), increase with lesser of 
7% or medical trend. 

June 30,201001 

l 1,759 
13,654 

25,413 

June 30, 2009(!) 

11,757 

.l.3..RQ2 

25,559 

(J) Includes a!! eligible retirees and SUI1'iving spouse or domestic partners whether or not they are receiving a suhsid)'. 

20 



y 
71 SEG.AL 

SECT! ON 4: Supporting lnformatlon for the City of Los Angeles Fire and Police Pension Plan 
June 30, 2010 Measurement Under GASB 43 and 45 

EXHJBlT !i 

Actuarial 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 
Economic Assumptions Study of June 30, 2010. 

Data: 

Actuarial Cost Method 

Administrative Expenses 

Spouse Age Difference 

Participation 

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

Entry age normal, level percent of pay. 

No administrative expenses were valued separately from the claim costs. 

f-Iusbands are assumed to be 4 years older than wives. 

Assumption for Assumption for 
Service Range Future Retirees Future Retirees 

(Years) Under 65 Over65 

10-14 45% 80% 

15-19 60 85 

20-24 70 90 
25 and over 95 95 

100% off uture retirees are assumed to elect Medicare Parts A & B. 

75% of future retirees are assumed to elect dental coverage. 

il1edicare Coverage 

Dental Coverage 

Spousal Coverage Of future retirees receiving a medical subsidy 80% are assumed to elect coverage for 
married and surviving spouses or domestic partners. For those retired on valuation 
date, spousal coverage is based on census data. 

lmpftcit Subsidy No implicit subsidy exists since retiree medical premiums are underwritten 
separate!y from active premiums. 
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Carrier 

fu 
Fife Medical 

Fire Kaiser 

Police 

Blue Cross PI'O 

California Care 

Po lice Kaiser 

*SEGAL 

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 II 

Actuarial Assumptions and Actuarial Cost Method {continued) 

Per Capita Cost Development; 

The per capita 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 Pa1·ty Married/With D(tmCsfit Pnrtnet· Eligible Survivor 

Assum~d Monthly Maximum Monthly Maximum Monthly MAximum 
Electil>n Percent l' remium Subsidy Subsidy Pn.!mhnn Subsidy Subsidy Premium Subsidy Subsidy 

85 $875.40 $! ,025.62 $875.40 $1, i36.D4 $!,025.62 $1,025.62 $<14!.95 $562.36 

15 $513.95 $1,025.62 $513.95 $1,017.90 $ i,025.62 $1,017.90 $513.95 $562.36 

65 $847.14 $1,025.62 $847.14 $1,456.62 $1,025.62 $1,025.62 $847. [4 $562.36 

20 $489.03 $1,025.62 $489.03 $927.14 $1,025.62 $927.!4 $489.03 $562.36 

15 $431.45 $1,025.62 $431.45 $853.63 $1,025.62 $853.63 $431.45 $562.36 

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

$441.95 

$513.95 

$562.36 

$489.03 

$431.45 
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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 

EXHIB!Til 

Actuarial Assumptions and Actuarial Cost Method (continued) 

Per Capita Cost Development: 

Age 6:'; ~md Over 

Single Party iVInrriedffi'ith Domestic PJctrhler Eiigibk Sm-vivor 

Monthty Maximum Monthly Maximum Monthly Maximum 
CaniH 

Assumed 
Election Percent Premium Subsidy Ruhsidy Premium Subsidy Subsidy .Premium Subsidy Subsidy 

~ 

Fire Medical 

Fire Kaiser 

Police 

90 

10 

l3lue Cross PPO 75 

Californ[aCare 10 

Police Kaiser 15 

$436.76 $440.09 $436.76 

$354.47 $440.09 $354.47 

$477.14 $440.09 $440.09 

$359.03 $440.09 $359.03 

$226.47 $440.09 S226.47 

$714.08 $714.08 $714.08 $378.28 $440.09 

$698.94 $698.94 $698.94 $354.47 $440.09 

$872.43 $808.57 $808.57 $477.14 '$440.09 

$729.25 $729.25 $729.25 $359.03 $440.09 

$447.91 $447.91 $447.9! $226.47 $440.09 

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

·*SEGAL 

$378.28 

$354.47 

$440.09 

$359.03 

$226.47 
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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 II 

Actuarial Assumptions and Actuarial Cost Method (continued) 

The following assumptions were adopted by the Board based on the Actuarial Experience Study as ofJune 30, 2007 and the 
Economics Assumptions Study as of June 30, 20 l 0. 

Mortality Rates 

Healthy: 

Disabled: 

RP-2000 Combined Healthy Mmiaiity 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 and females) set forward one year. 

Termination Rates Before Retirement: 
Rate(%} 

Mortality 

Age Male Female 

20 O.oJ 0.02 
25 0.04 0.02 
30 0.04 0.02 
35 0.06 0.04 
40 0.10 0.06 
45 0.13 0.09 
50 0.19 0.14 
55 0.29 0.22 
60 0.53 0.39 

All pre-retirement deaths are assumed to be service connected. 

~I 

\ 

I 

I 
·i 
I 
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SECTION 4: Supporting Information for the Ctty of Los Angeles Fire and Police Pension Plan 
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EXHIBITil 

Actuarial Assumptions and Actuarial Cost Method (continued) 

Termination Rates Before Retirement (continued): 

Rate(%) 

Disability" 

Age Flre Police 

20 0.02 0.01 
25 0.02 0.04 
30 0.03 0.11 
35 0.06 0.17 
40 0.15 0.31 
45 0.29 0.49 
50 0.56 0.58 
55 2.08 1.14 
60 6.00 1.59 

*90% of disabilities are assumed to be service-connected. 
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SECTION 4: Supporting lnfonnation for the City of Los Angeles Fire and Police Pension Plan 
June 30, 2010 Measurement Under GASB 43 and 45 

EXHIBIT !l 

Actuarial Assumptions and Actuarial Cost Method (continued} 

Termination Rates Before Retirement (continued): 

Service 

0- l 
l- 2 
2-3 
3-4 
4-5 

Age 

20 
25 
30 
35 
40 
45 
50 
55 
60 

Rata(%) 

Withdrawal{< 5 Years of Service} 

Fire 

8.00 
4.00 
3.00 
2.00 
2.00 

Rate{%) 

Withdrawal (5+ Years of Service)* 

Fire 

2.00 
2.00 
1.52 
0.90 
0.55 
0.30 
0.00 
0.00 
0.00 

Police 

8.00 
4.50 
3.50 
3.50 
3.00 

Police 

3.00 
3.00 
2.70 
2.20 
1.70 
L20 
0.00 
0.00 
0.00 

*No withdrawal is assumed after a member is eligible for retirement. 
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SECTION 4: Supporting Information for the City of Los Angeles Fire and Pollee Pension Plan 
June 30, 2010 Measurement Under GA$8 43 and 45 

EXHlB!T !I 

Actuarial Assumptions and Actuarial Cost Method (continued) 

Retirement Rates: 
Rate(%) 

Fire Police· 
A~e Tiers 2&4 Tiers 3&5 Tiers 2&4 Tiers 3&6 

41 !.00% 0.00% 6.00% 0.00% 

42 1.00 0.00 6.00 0.00 

43 1.00 0.00 !0.00 0.00 

44 LOO 0.00 10.00 0.00 

45 1.00 0.00 8.00 0.00 

46 LOO 0.00 8.00 0.00 

47 LOO 0.00 8.00 0.00 

48 2.00 0.00 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 

52 4.00 8.00 8.00 15.00 

53 4.00 8.00 15.00 15.00 

54 4.00 8.00 ]5.00 15.00 

55 6.00 10.00 15.00 15.00 

56 10.00 10.00 15.00 15.00 

57 10.00 !0.00 15.00 !8.00 

51l 10.00 12.00 25.00 20.00 

59 10.00 15.00 25.00 25.00 

60 20.00 20.00 25.00 25.00 

6l 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 

65 100.00 100.00 100.00 100.00 
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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 II 

Actuarial Assumptions and Actuarial Cost Method (continued} 

Future Benefit Accruals: 

Consumer Price Index: 

Net Investment Return: 

Salary Increases: 

1.0 year of service per year. 

Increase of3.50% per year. 

7.75%, net of investment and administrative expenses 

Annual Rate of Compensation Increase 

[nflation: 3.50% per year; plus 0.75% "across the board" salary 
increases; plus the following Melit and Longevity increases 
based on age. 

Age 

20 
25 
30 
35 
40 
45 
50 
55 
60 

Additional Salary Increase 

5.84% 
4.99 
3,87 
2.75 
1.75 
1.17 
0.87 
0.69 
0.65 

~I 
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SECTION 4: Supporting Information for the Clty of Los Angeles Flra and Police Penslon Plan 
June 30, 2010 Measurement Under GASB 43 and 45 

EXHIBIT !l 

Actuarial Assumptions and Actuarial Cost Method (continued) 

Measurement Date: 

Unknown Data for Members: 

Definition of Active Members: 

Actuarial Value of Assets: 

Actuarial Co:st Method: 

Funding Policy: 

June 30,2010 

Same as those exhibited by members with similar known characteristics. rfnot 
specified, members are assumed to be male, 

First day of biweekly payroll following employment for new depatiment employees or 
immediately following transfer from other city department 

The market value of assets less unrecognized returns in each ofthe last five years. 
Unrecognized return is equal to the difference between the actual and expected returns 
on a market value basis and is recognized over a five year period. Unrecognized return 
established after July l, 2008 is recognized over a seven-year period. The actuarial 
value of assets is further adjusted, ifnecessary, to be within 40% ofthe 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 individua1 basis and is 
based on costs allocated as a level percentage of compensation. 

The City of Los Angeles Fire & Police Pension Plan makes contdbutions equal to the 
Normal Cost adjusted by amounts to amortize any Surplus or Unfunded Actuarial 
Accrued Liability (UAAL). Both the Normal Cost and the Actuarial Accrued 
Liability are determined under the Entry Age Nom1al cost method. Normal Cast and 
Actuarial Accrued Liability are calculated on an individual basis, 
All the amortization bases on or before June 30, 2006 were combined and amortized 
over 30 years effective June 30, 2006. This valuation continues that amortization 
schedule by amortizing lhe entire June 30, 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 Measurement Under GASB 43 and 45 

EXHIBIT !f 

Actuarial Assumptions and Actuarial Cost Method {continued) 

Health Care Premium Cost 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 calculate next fiscal year's 
projected premium. 

Dental Premium Trend 

Medicare Part B Premium 
Trend 

First Fisca[ Year (July 1, 2010 through June 30, 2011). 

The fiscal year trend rates are the foJ!owing: 

L Trend (applied to calculate 
Fiscal Year following year premium) 

1 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 6.50% 
2020-2021 6.00% 
2021-2022 5.50% 

2022 and later 5.00% 

5.00% for all years 

The 2010-2011 and all subsequent "fiscal year premiums are assumed to 
5% greater than the prior year premium. 
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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 

Trends (continued) 

Expected annual rate of increase in 
the Board's health subsidy amount: We wil! assume that the Board's health subsidy amount will: 

> For all non-Medicare retirees, increase at lesser of7% or medical 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 equa[ 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 maximum subsidy 
as of July 1, 2010 (e.g., Police Biue Cross), increase with lesser of7% or medicaL 
trend. 
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SECTION 4: Supporting Information for the Clty of Los Angeles Fire and Police Pension Plan 
June 30, 2010 Measurement Under GASB 43 and 45 

EXHIBIT II 

Actuarial Assumptions and Actuarial Cost Method (continued) 

Pian Design: 

Administrative Expenses: 

Changes in Assumptions: 

Development of plan liabilities was based on the substantive pian of benefits in effect 
as described in Exhibit IIL 

No administrative expenses were valued separately from the claim costs. 

Future health care trend rates were updated. 

Premiums and maximum substdies were updated. 

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

Discount rate was previously 8.00%. 

·' 
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SECTION 4: Supporting lnformatlon for the City of Los Angeles Fire and Police Pension Plan 
June 30, 2010 Measurement Under GASB 43 and 45 

EXHIBIT f!l 

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 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 MEDICARE A & B 

Eligibility 

Amount of Subsidy 

Maximum Subsidy 

Increase in Subsidy 

Dependent Portion 

----------------------------------------------
Retired Members who retired with 10 or more years of service. Benefits commence no 
earlier than age 55. Members who retired prior to July 1, 1998 are subject to an eligibility 
requirement of age 60 with 10 or more years of service. Subsidy is paid only to Members on 
service or disability retirements. 

Surviving spouses and surviving domestic partners are eligible for health benefits upon the 
Member's date of death if the Member had attained age 55 prior to death. Otherwise, health 
benefits for survivors shall commence on the date that tbe Member would have reached 
age 55. 

Basic subsidy is paid until age 65, or after age 65 if Member is not covered by Medicare 
Parts A and 8. 

4% per year of service, to a maximum of l 00%, times Maximum Subsidy, subject to a 
maximum of the actual premium paid to City approved health carrier. 

As of July 1, 20 l 0, maximum is $1,025.62 per month. Fcrr surviving spouse or domestic 
partner, the maximum subsidy is $562.36 per month. 

Based on subsidy increases to active Fire and PoHce Members, subject to Board approval. 

Difference between Basic Subsidy maximum amount and single-party premium. 
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EXHIBIT Ill 

Summary of Plan (continued} 

SUBSIDY FOR MEMBERS ELIGIBLE FOR MEDICARE A & B 

EHgibility Retired Members over age 65 with 1 0 or more years of service who participate in Medicare 
Parts A & B. 

Amount of Subsidy For retirees, health subsidy is provided subject to the following vesting schedule: 
to Participant: 

Maximum Subsidy 

Dependent Portion 

SPECIAL SUBSIDY 

Completed Years 
of Service 

1 o~ 14 
15-19 
20+ 

Vested 
Percentage 

75% 
90% 
100% 

Surviving spouses 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 partner is $440.09. The multi-person coverage maximum subsidy is $808.57. 

Calculation based on Board of Fire and Police Pension Commissioners Resolution No. 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 Pa1t B only subsidy, whichever 
is greater, providing such subsidy does not exceed the civilian retiree dependent subsidy. 

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

Amount of Subsidy Flat Amount Based on Years of Service 

20-24 years 

25-29 years 

30 and over 

$75-$150 per month 

$150-$225 per month 

$225- $300 per month 
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EXHIBIT fll 

Summary of Plan (continued) 

Medicare Part B ~Rell:lted Subsidy 

Medicare Part B 
Premium 
Reimbursement 

Dental Subsidy 

Eligibility 

For retired Members enrolled in Medicare A & B who are rccc'tving a subsidy, the Plan provides 
payment of Part B premiums ($96.40/$11 050 per month for calendar year 20 lO and 
$96.40/$11 0.50/$115.40* for calendar year 20 l l, depending on method of payment). 

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

Amount of Subsidy 4% per year of service, to a maximum of I 00%, times Maximum Subsidy, subject to a maximum 
of the single-pmty premium paid to City approved dental caiTier. 

Maximum Subsidy 

Retiree Contributions: 

Lesser of monthly amount paid to active Fire and Police Members and retired CERS Members. 
Effective Jury 1, 20! 0, maximum ls $36.16 per month 

To the extent the subsidies are less than the medical or dental premiums, the l'etiree contributes the 
cost difference. 

* Tr is assumed in this valuation that $96.40 will be paid in 20 I!. 
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EXHIBIT IV 

Definitions of Terms 

The following I ist defines certain technical terms for the convenience of the reader: 

Assumptions or Actuarial 
Assumptions: 

Actuarial Present Value of Total 
Projected Benefits (APB): 

Normal Cost: 

Actuarial Accrued Liability 
For Actives: 

Actuarial Accrued Liability 
For Retirees: 

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

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

(b) ]Yfo~@lity rates -the death rates of employees and pensioners; life 
expectancy is based on these rates; 

(c) Retirement rates -the rate 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, disabllity, or retirement 

Present value of all future benefit payments for current retirees and active employees 
taking into account assumptim1s about demographks, turnover, mortality, disabmty, 
retirement, health care trends, and other actuarial assumptions. 

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

The equivalent o [the accumulated normal costs allocated to the years before the 
valuation date. 

The single sum value oflifetime benet1ts to existing retirees. This sum 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 



*SEGAL 

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

Actuarial Value of Assets (A VA): 

Funded Ratio: 

Unfunded Actuarial Accrued 
Liability (VAAL): 

Amortization of the Unfunded 
Actuarial Accrued Liability: 

Investment Return (discount rate): 

Covered Payroll: 

ARC as a Percentage of Covered 
Payroll: 

Hcaltb Care Cost Trend Rates: 

Annual Required 
Contribution (ARC): 

The value of assets used by the actuary in the val uti on. These may be at market value 
or some other method used to smooth variations ln market value from one valuation to 
tbe next 

The ratio A VA/AAL. 

The extent to which the actuarial accrued liability of the Plan exceeds the assets ofthe 
Plan. There is a wide range of approaches to paying off the unfunded actuarial accrued 
Uability, fi·om meeting the interest accrual only to amortizing it over a specific per[od 
of time. 

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 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 return often reflects a smoothing of 
the capita( gains and losses to avoid significant swings in the value of assets JJ-om one 
year to the next. If the plan is funded on a pay-as-you-go basis, the discount rate is 
tied to the expected rate of retum on day-to-day employer funds. 

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

The ratlo 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 sum of the normal cost and the amot1ization of the unfunded 
actuarial accrued Iiabllity. 
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Net OPEB Obligation (NOO): The NOO 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 beneilt payments Jess retiree contributions. There are additional adjustments in 
the NOO calculations to adjust for timing differences between cash and accrual 
accounting, and to prevent double counting ofOPEB plan costs. 
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SECTlON 4: Supporting Information for the City of Los Angeles Fire and Police Pension Plan June 30, 2010 
Measurement Under GASB 43 and 45 

EXHJBITV 

Accounting Requirements 

The Govemmental Accounting Standards Board (GASB) 
issued Statement Number 43 --Financial Reportingfor 
Postemployment Benefit Plans Other Than Pension Plans, 
and Statement Number 45 -Accounting and Financial 
Reporting by Employers for Postemployment Benefits 
Other Than Pensions. Under these statements, all state and 
local govenunent 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 postemp!oyment benefits is equal to 
benefit and administrative costs paid on behalf of retirees 
and their dependents (i.e., a pay-as-you-go basis). 

The statements 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 offered as prui 
of a pension plan; and long-tenn disability insurance for 
employees. The benefits valued in this report are 1imited 
to those described in Exhibit III of Section· 4, which are 
based on those provided under the tenns of the 
substantive plan in effect at the time of the valuation and 
on the pattern of sharing costs between the employer and 
plan members. The projection of benefits is not limited 
by legal or contractuailimlts on funding the plan unless 
those limits clearly tr<;~nslate into benefit limits on the 
substantive plan being valued. · 

The new standards introduce an accrual-basis accounting 
requirement, thereby recognizing the employer cost of 
postempioyment benefits over an employee's career. The 
standards also introduce 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, tumover, mortality, disability, retirement, 
health care trends, and other actuarial assumptions. These 
assumptions are summarized in Exhibit n of Section 4. 
This amount is then discounted to detennine the actuarial 
present value ofthe total projected benefits (APB). The 
actuarial accrued liability (AAL) is the portion of the 
present value of the tota1 projected benefits allocated to 
years of employment prior to the measurement date. The 
unfunded actuarial accrued liabHity (UAAL) is the 
difference between the AAL and actuarial value of assets 
in the Plan. 

Once the UAAL is determined, the Annual Required 
Contribution (ARC) is determined as the norma\ cost (the 
A PB allocated to the current year of service) and the 
amortiz.<Jtion of the VAAL This ARC is compared to 
actual contributions made and any difference is repmted as 
the Net OPEB ObHgation (NOO). In addition, Required 
Supplementary Infonnation (RSI) must be reported, 
including historical information about the UAA Land the 
progress in funding the Plan. Exhibits IV and Vf of Section 
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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 

4 contain a definition of tenns as well as more infonnation 
about GASB 43/45 concepts. 

The calculation of an accounting obligation does not, in 
and of itself: imply that there is any legal liability to 
provide the beneilts valued, nor is there any impiication 
that the Employer is required to implement a funding 
policy to satisfy the projected expense. 

Actuarial calculations reflect a long-term perspective, and 
the methods and assumptions use technlques designed to 
reduce short term volatility in accrued liabilitles 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 a.ctuarially determined 
amounts are subject to continual revision as actual results 
are compared to past expectations and new estimates are 
made about the future, 
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ATTACHMENT !V 

LOS ANGELES CITY EMPLOYEES' 
•.•• - .• -. - .> ... -·- •••.• h --· •• • - > •• c -- "' ~>- ••••• 

RETIREMENT SYSTEM 

Agenda of: NOVEMBER 9, 2010 

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

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

Recommendation: 

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

Discussion: 

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

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

·~ "~·-~·-·-···-~ 

As a% of Current Rate Recommended Rate 
City FY 10-11 FY 11~12 Change 

Payroll 

Retirement 18.09% :20.461"'/o 2.37% 
-.,ww-u -----•-w _ ....... ,~~~ 

-~----.·· 

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 total 
City contribution 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 
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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 LAGERS 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: 

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

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

a 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. 

a 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 returnwas 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. 

a 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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THE SEGAL COMPANY 
lOO Montgomery Street, Suite 50() S<~n Francisco, CA 94104-4308 
T 415263.8283 F 415.263.8290 www.aega!co.cotn 

November 3, 2010 

Board of Retirement 
Los Angeles City Employees' Retirement System 
360 East Second Street, 8th Floor 
Los Angeles, CA 90012 

Re: June 301 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 supplemental schedules: 

>- Exhibit A • Summary of significant results for the retirement and health plruis. 

> Exhibit B ·History of computed contribution rates for the retirement and health plans. 

>- Exhibit C- Solvency test for the retirement plan. 

> Exhibit D- Schedule of retirees and benefidaries added to and removed from the rolls for the retirement p[an. 

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

Sincerely, 

r-/-J~LZ_,y(.-0-
Paul Angelo, FSA, MAAA, EA Andy Yeung, ASA, MAAA, EA 
Senior Vice President and Consulting Actuary Vice President and Associate Actuary 

DNA!bqb 
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Exhibit A 

Los Angeles City Employees' Retirement System 
Summary of Significant Valuation Results 

June 301 2010 

I. Total Membership 
A. Active Members 26,245 
B. Pensioners and Beneficiaries 17,264 

__ ,_.....,_,_, -
n:. Valuation Salary 

A. Total Annual Payroll before 2009 ERIP N/A 
B. Average Monthly Salary before 2009 ERlP N/A 
C. Total Annual Payroll after 2009 ERIP- $1,817,662,284 
D. Average Monthly Salary after 2009 ERTP 5,771 

HI. Benefits to Current Retirees and Benefidarie.~(l) 
A. Total Annual Benefits $648,849,828 
B. Average Monthly Benefit Amount 3,132 

IV. Total System Assets<2J 

A. Actuarial Value $11,019,583,518 
B. Market Value 9,001,364,526 

v. Unfunded Actuarial Accrued Liability (UAAL) 
A. Retirement Benefits $3,040,997,703 
B. Health Subsidy Benefits 808,148,415 

(ll Includes Ju[y COLA. 
(2) Includes assets for Retirement, Health, Family Death, and Larger AnnuiO' Benefits 

(J) Before reclassifj,ing ERJP-electing active members as retired under the program. 

June 30l 2009 

30,065(') 
14,991(3) 

$1,999,861,604 
5,543 

1 ,816,171 ,2 i2(4
) 

5,469(:IJ 

$521,859,396 
2,901 

$10,949,384,202 
?, 142,988,791 

$2,464,236,515 
715,630,301 

Percent 
Ch11nge 

~12.7% 

15.2% 

N/A 
N/A 
0.1% 
5.5% 

24.3% 
8.0% 

0.6% 
10.5% 

23.4% 
12.9% 

14l Total annual payl'oll after 2009 ERIP reflecting annualized salaries for part-rime members is $1,865,588, 107,for a monthly average of $5,618. 
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Exhibit A (continued} 

Los Angeles City Employees' Retirement System 
Summary of Significant Valuation Results 

Budget Hems FY 2011-2012 FY 2010-2011 
Beginning End of Pay Beginning End orPay 
of Year* Periods of Year Peliods 

A. Retirement Benef1ts 
1. Normal Cost as a Percent of Pay 9.37% 9.74% 
2. Amortization ofUAAL 1!.02% 11.45% 
3. Total Retirement Contribution 20.39% 21.19% 

B. Health Subsidy Contribution 
1. Normal Cost as a Percent of Pay 4.14% 4.30% 
2. Amortization of UAAL 3.03% 3.15% 
3. Total Health Subsidy Contribution 7.17% 7.45% 

C Total Contribution (A+B) 27.56% 28.64% 

Funded Ratio June 30, 201{} 

(Based on Valuation Value of Assets) 
A. Retirement Benefits 75.9% 
B. Health Subsidy Benefits 63.8% 
C. Total 74.0% 

(Based on Market Value of Assets) 
D. Retirement Benefits 62.0% 
E. Health Subsidy Benefits 52.1% 
F. Total 60.5% 

Alternative contribution payment dates for FY 20 I l-201 2: 

1) July15.2011 
2) 314 payment on July !5, 2011 and 114 payment on June 30, 2012 
3) 112 payment on January 3, 2012 and 112 payment on May 2, 2012 

Retil;ypent 
20.46% 
20.85% 
21.48% 

9.84% 10,22% 
8.19% 8.51% 

18.03% 18.73% 

3.84% 3.99% 
2.53% 2.63% 
6.37% 6.62% 

24.40% 25.35% 

June 30a 2009 

79.5% 
65.2% 
77.4% 

59.2% 
48.5% 
57.6% 

Health 
7.20% 
7.34% 
7.56% 

Change 
Beginning End of Pay 

of Year Periods 

-0.47% 
2.83% 
2.36% 

0.30% 
0.50% 
0.80% 

3.16% 

Change 

-3,6% 
-1.4% 
-3.4% 

2.8% 
3.6% 
2.9% 

Total 
2766% 
28.19% 
29.04% 

-0.48% 
2.94% 
2.46% 

0.31% 
0.52% 
0.83% 

3.29% 
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Valuation 
Date 

06/30/1994 
06/30/1995 

06/30!1996 
06/30/1997 
06/30/1998 
06/30/1999 
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 
06130!2010 

Exhibit B 

Los Angeles City Employees} Retirement System 
Computed Contril:mtion Rates*- Historical Comparison 

Retirement Heulth Total 

12.07% 2.99% 15.06% 
7.34% 2.30% 9.64% 

6.51% 3.13% 9.69% 
6.57% 1.85% 8.42% 
6.43% 1.27% 7.70% 
4.93% 0.67% 5.60% 
2.54% 2.17% 4.71% 

3.84% 1.98% 5.82%' 
9.22% 1.85% 11.07% 

11.95% 4.02% 15.97% 
14.76% 4.94% 19.70% 
17.51% 7.27% 24.78% 

17.18% 6.49% 23.67% 
15.52% 5.38% 20.90% 
14.65% 5.48% 20.13% 
18.73% 6.62% 25.35% 
21.19% 7.45% 28.64% 

Cotr.,·ibutions are assumed to be made at the end of the pay period. 

Valuation 
Payroll 

(thmlsands} 

$884,95! 
911,292 

957,423 
990,616 

1,011,857 
1,068,124 
1,182,203 

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

1,733,340 
1,896,609 
1,977,645 
1,8!6,171 
1,817,662 

*SEGAL 



Exhibit C 

Los Angeles City Employees' Retirement System 
Solvency Test for Retirement Benefits 

Fm· Years Ended June 30 

($ In Thousands) 

.... ~-~--------------------------------------l 
Portion of Accmed Liabilities 

Aggregate Actuarial Accrued Liabilities For 
Covered by Reported Assets 

(1) (2) (3) (1) (2) (3) 
Retirees, Valuation Retirees, 

Valuation Member Beneficiaries, & Active Value of Member Beneficiaries, & Active 
D:1te C<Jntributions Inactives Members Assets Contributions Inactives Members 

06/3011996 $637,737 $2,357,798 $1,480,489 $4,468,433 100.0% 100.0% 99.5% 

06/30/l997 683/l48 2,598,432 1,604,857 4,802,509 100.0 100.0 94.8 

06/30/1998 733,680 2,772,712 1,806,526 5,362,923 100.0 100.0 100.0 

06/30/1999 776,617 2,989,218 1,918,751 5,910,948 lOO.D 100.0 100.0 

06/30/2000 827,729 3,149,392 2,035,810 6,561,365 lOO.O 100,0 100.0 

06/3 0/2001 889,658 ],444.240 2, 134,168 6,988,782 100.0 100.0 100.0 

06/30/2002 950,002 3.756,935 2,545,181 7,060,188 100.0 100.0 92.5 

06/30/2003 1,005,888 4,021,213 2,632,745 6,999,647 100.0 100.0 74.9 

06/30/2004 1,062,002 4,348,252 3, 123,6! 0 7,042,108 100.0 100.0 52.2 

06/30/2005 I, 128,101 4,858,932 3,334,492 7,193,142 100.0 100.0 36.2 

06/30/2006 1,210,246 5,149,385 3,511,031 7,674,999 100.0 IOO.O 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 9,438,3 !8 100.0 IOO.O 57.5 

06/30/2009 1,282,663 7,356,302 3,403,019 9,577,747 100.0 100.0 27.6 

06(30/2010 1,379,098 7,507,945 3,707,982 9,554,027 100.0 100.0 18.0 

*Excludes assets transferred for Port Police. 
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Exhibit D 

Los Angeles City Employees' Retirement System 
Retirees and Beneficiaries Added To and Removed From the Rolls* 

For Years Ended June 30 

No. of No. of 
No. of New Annual Retirees/ Annual Retirees( Annual 

Year Retirees/ Allowances Benefiel:~ ries Allowi!nces Beneficiaries A!luwances 
Ended Beneficiaries Added"* Removed Removed at G/30 at 6/30 

06/30/2002 844 $23,740,829 620 $11,316,344 13,589 $336,437,038 

06/30/2003 827 24,729,535 611 12,008,132 13,805 359,036,215 

06/30/2004 986 53,452,133 654 13,220,316 14,137 399,268,032 

06/30/2005 934 43,454,836 749 14,769,736 14,322 427,953,132 

06/30/2006 890 42,821,079 642 15,061,287 14,570 455,712,924 

06/30/2007 821 34,131,744 555 13,210,740 14,836 476,633,928 

06/30/2008 748 40,680,279 609 14,956,623 14,975 502,357,584 

06i30!2009 632 36,887,854 616 17,386,042 14,991 521,859,396 

06/30/2010 2,893 144,594,918 620 17,604,486 17,264 648,849,828 

Does not include Fami{v Death Benefit insurance Plan members. Table based on valuation data. 
Effective 0613012004, also includes fhe COLA granted in July. 

51 02500v l/05 S06.002 

Percent 
Increase in Average 

Annual Annual 
AHommces Allowance 

6.4% $24,758 
! 

6.7% 26,008 ! 
11.2% 28,243 

7.2% 29,881 

6.5% 31,277 

4.6% 32,127 

5.4% 33,546 

3.9% 34,812 

24.3% 37,584 
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*SEGAL 
The S<lgal C<Jmpany 

100 Monlt)omery Street. Suite 500 San Francisco, CA 94104 

T 415.263.8200 F 415.263.8290 www.segalco.com 

November 3, 2010 

Board of Administration 
Los Angeles Ci~y Employees' Retirement System 
360 East Second Street, 8th Floor 
Los Angeles, CA 90012 

Dear Board Members: 

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

The census andfinancial il?formafion on which our calculations were based was prepared by LACERS. That a.~sistance is 
gratefully acknowledged. The actuarial calculations were completed under the supervision of Andy Yeung, ASA, Af.tiAA, 
Enrofled Actuary. 

This actuarial valuation has been completed in accordance with generally accepted actuarial principles and practices, 
including Actuarial Standards of Practice (ASOPs) 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 
I?.X.perience of the System. To the best of our knowledge, the information supplied in this actuarial valuation is complete and 
accurate. 

We are Members of the American Academy of Actuaries and we meet the Qualificmion Srandards of the American Academy of 
Actuaries to rendn· the actuarial opinion herein. 

We look forward to reviewing this report at your next meeting and to ansvvering any questions. 

Sincerely, 

THE SEGAL COMPANY 

By: 

JRC/hy 

__ A~~g~~· 
Paul Angelo, FSA, .MAAA, EA 
Senior Vice President and Actuary 

Andy Yeung, ASA, .MAAA, ·A 
Vice President and Associate Actumy 
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SECTION 1: Valuation Summary for the Los An gales City Employees' Retirement System 

PurpDse 

This report has been prepared by The Segal Company to present a valuation of the Los Angeles City Employees' Retirement 
System as of June 30, 2010. 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 are based on: 

> The benefit provisions of the Pension 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, 20!0, provided by LACERS; 

> The assets ofthe Plan as oflune 30,2010, provided by LACERS; 

"7 Economic assumptions regarding future salary increases and investment earnings; and 

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

Slgnifi.c:mt Issues in Valuation Year 

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

> On November 5, 2009, we issued a preliminary valuation rep01t as of June 30, 2009 that did not include the impact ofthe 
2009 Early Retirement tncentivc 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 ERJP election information 
avai1able from the City at that time. Since the members who elected the ERJP were not yet retired as of the June 30, 2009 
valuation date, the demographic information shown throughout our April 22, 20 I 0 report was before reclassifYing 2,393 
EIUP-electing active members as retired under the program, except where noted. TI1e main exception we noted was the 
projected total payroll tlgure of$1 ,816,171,212 as of June 30, 2009, which was the projected payroll for the remaining 
active members after the 2009 ERlP. 

For the June 30, 2010 valuation, LACERS provided us with a llst 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 30, 
2010 valuation results are based on 2,395 retirees and beneficiaries who made final ERIP elections. Note that most of these 
2,395 members are the same members included in the group of2,393 preliminary ERIP members identified by LACERS 
for the June JO, 2009 valuation (35 out of the 2,395 members were nat the same as those included in the prior census). 

1 
l 
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SECTION 1: VaiLiation Summary for the Los Angeles City Employees' Retirement System 

As the estimated total annual pension benefit (including the age/service enhancements provided by the ERIP) used in 
preparing our repmt dated April 22, 20 l 0 is not materially different from the actual total pension benefit calculated using 
final data provided for this rep01t (the ratio of the actual to the estimated benefit is 97%), we have not re~determined the 
UAAL established in the June 30, 2009 valuation for the ERJP. 

For consistency, the June 36, 2009 demographic information shown in this report remains the same as that shown 
in our June 30, 2009 valuation report dated April 22, 2010. That is, the 2,393 preliminary ERIP members are 
classified as active as of June 301 2009 and the 2~395 final ERIP members are classified as retired as of June 30, 
2010. 

>- The ratio of the valuation value of assets to actuarial accrued liabilities decreased from 79.54% to 75.86%. The unfunded 
actuarial accrued li<ibility increased from $2,464.2 mii!ion to $3,041.0 mi!lion. A complete reconciliation of the System's 
1..mfunded actuarial accrued liability is provided in Section 3, Exhibit G. Additional information on the actuarial experience 
is provided in Section 2, Charts 9 and 13. 

) Tbe aggregate employer rate (payable at the end of each pay period) calculated in this valuation has increased from 
18.73% of payroll to 21.19% of payrolL The annual dollar contributions calculated in this valuation increased from about 
$340.2 million to $385.1 million. The increase was due to: (i) the increase in the amortization amounts due to the assumed 
4.25% total payro!! gromh, (ii) the loss fi·om lower than expected contributions resulting from the one~year delay in 
hnpiementing the higher contribution rate calculated in the prior valuation, (iii) the lower than expected return on the 
valuation value of assets, and {lv) the increase in the employer normal cost1 due to payroll and demographic changes, offset 
somewhat by (v) other actuarial gains, and (vi) the implementation of the increased employee contribution rate under the 
2009 ERJP. A complete reconciliation of the aggregate employer contribution is provided in Section 2, Cha!t 15. 

> Under the Board's asset smoothing method for the June 30, 2009 valuation, any investment gains/!osses relative to the 
assumed return (currently 8% per year) were recognized over a period of 5 years. In addition, the actuarial value of assets 
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 30, 2010 valuation. 
The first change was to increase the smoothing period from 5 years to 7 years, and the second change was to limit the 
actuarial value of assets to be within 40% of market value (instead of the prior 50%). 

1 There is em increase in the normal cast duf! to an increase in the m•emge age of the active membersjl·om 45.2 calculated in the June 30, 2009 valuation 
(after considering rhe ERIP relirernents) to 46.1 calculated in rhe June 30, 20/() valuation .. 

il 
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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 30, 201 0 is 
$2,018,218,992 for the assets for Retirement, Health, Family Death, and Larger Annuity Benefits. This investment loss 
will be recognized in the determination of the actuarial value of assets for funding purposes in the next several years. This 
impiies that eaming 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 years. Therefore, lft-he actual market return is 
equal to the assumed 8.00% rate and all other actumial 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 market 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 future funded percentage and contribution rate requirements. This potential 
impact may be illustrated as follows: 

" If the retirement plan component of the defened losses were recognized immediately in the valuation value of assets, 
the funded percentage would decrease from 75.86% to 61.96%. 

"' If the retirement plan component of the defened losses were recognized immediately in the valuation value of assets, 
the aggregate employer rate (payable at the end of each pay period) would increase from 21.19% to 29.63% of payroll. 

> The actuarial va1uation rep01t as of June 30, 2010 is based on financial infonnation as of that date. Changes 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 Ptan, while increases will decrease the actuarial cost of the Plan. 

> Consistent with prior instructions from the Board of Administration, the recommended contribution is set egual to the 
greater of the cun·ent funding policy or the minimum Annual Required Contribution (ARC) as determined under GASB 
Statements 25 and 27. We have also continued to include in the calculation ofthe recommended contribution an additional 
contribution due to the application of the 40~year minimum amDliization requirement for both fiscal year 2003/2004 and 
fiscal year 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 Liabllity (UAAL) of the Plan be amortized over an equivalent period of not greater than 40 years. Since 
(1) ls all'eady included in the development of the Plan's actual UAAL, the ARC calculation requires only an additional 
contribution to amortize (2) over a period of 15 years. ln the June 30, 2010 valuation, there are 9 years of payments left in 
the amortization of (2} from the June :50, 2004 valuation and 10 years of payments left in the amortization of(2) from the 
June 30, 2005 valuation. 

m 
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SECTION 1: Valuation Summary for the Los Angel as City Employees' Retirement System 

Due lo the one-year lag in implementing the contribution rates, the amortization of the NPO created in the June 30,2004 
valuation has only begun with the 2005/2006 fiscal yeat. As shown in this year's valuation, the amotiization of the NPO 
created in the June 30, 2005 valuation has begun with the 2006/2007 fisca! year. Additional details are provided in 
Section 4, Exhibit V. 

} ERlP Ordinance No. 180926 stipulates that the member conh·ibution rate for aH employees shall increase to 7% on July 1, 
2011 for a period of 15 years, or until the ERJP Cost Obligation is fully paid, whichever comes first. Prior to the ERIP, 
members hired on or after January 1, 1983 contributed 6% of pay, while the member contribution rates for employees hired 
before January 1, 1983 were based on the members' ages at entry, ranging from 8.22% at entry age 16 to 13 .33% for entry 
ages 59 and over. We understand that members hired before January 1, 1983 (Defrayal Group) had a portion of their 
member contribution rates picked up by the employer, and that the net member rate after the pick~ up was below 6% prior 
to the effective date of the ERIP. The net member contribution rate for the Defrayal Group was to increase to 6% as of the 
ERlP effective date, and then to 7% effective July l, 201 L 

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 ofthe City's Administrative Code, 

As directed by LACERS, in developing the rates in this June 30, 2010 valuation that will be effective for fiscal201112012, 
our results reflect that all employees will begin paying the 7% employee contribution rate. 

> The Board has adopted a policy of am01tizing the June 30, 2005 UAAL over a fixed period of 30 years beginning July l, 
2005. The UAALs arisi;ng from the phase~in of contribution rates for the 2002 experience study (for fiscal year 2003/2004 
and 2004/2005) were excluded from this 30-year amo1tization pollcy. The costs associated with the 2009 ER!P have been 
amortized over 15 years beginning with the June 30, 2009 va!uation date. In addition, future changes in the UAAL will be 
separately identified and amortized over various periods depending on the source of the change. A new 15-year 
amortization base was established in the June 30, 20 l 0 valuation for an experience loss during 2009~20 10. 
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SECTION 1: Valuation Summary for the Los Angeles City Employees' Retirement System 

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

(1) The beginning of the fiscal year, or 

(2) On July 15, 2011, or 

(3) Throughout the year (i.e., the City will pay contribulions at the end of every pay period), or 

(4) On July 15, 2011 for three-fourths of the full payment and on June 30, 2012 for the remaining one-foutth of the full 
payment, or 

(5) On January 3, 2012 for one-half of the full payment and on May 2, 2012 for !he remaining one-half of the full 
payment. 
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SECTION 1: Valuation Summary for the Los Angeles City Employees' Retirement System 

Summary of Key Valuation Results 

2010 

Contributions ca!cnlaled ns of Jun~ 30: 
ReCQmmended as a percentage of pay ("after ERlP" pay; nole there is a 12-month delay until the rate is effective) 

At the beginning of the year 

On July 15 

At the end of each pay period 

3/4 payment on July 15, 2Dll and 114 payment on June 30, 2012 

1/2 payment {Hl January J, 2012 and l/2 payment on May 2, 20 !2 

Funding clements for plan year ended June 3(}: 

Nonna! cost 

Market value of assets()) 

Actuarial value of asscts{J) 

Valuatiol1 value of retirement ~ssets 

Actuarial accrued liabHity 
Unfunded/(ovel·funded) actuadalllccrued liability 

Funded ratio 

GASB 25/27 fo• lh~tt! year ended June 30: 

Annual requir{:d contributions 

A<:tua! contributions 

Percentage contributed 

Demographk data fGr tll.lm year ended June 30: 

Number of retired members and beneficiGrics 

Number of inactive members 

Number of active rnemb~rs 

Projected total payroll before ERIP 

Projected average payroll before ERH' 

Projected total payroll after ERlP 

Projected average paymll after ERll' 

(I! Includes assets for Reli1·emenl, Health, Family D~ath, and La1·ger Amwify Benejifs. 

OJ Re.f1ects annualized safariesfor part-time members. 

20.39% 

20.46% 

2!.19% 

20.85% 

21.48% 

$292,655,906 

9,001,364,526 

ll,0!9,583,518 

9,554,027,411 

12,595,025,119 

3,040,997,708 

75.86% 

$258,642,795 

258.642,795 

100,00% 

17,264 

5,344 

26,245 

N/A 

N/A 

$ t ,817 ,6G2,284(l) 

$69,25i2l 

2009 

HL03% 

11\.09% 
18.73% 

18.43% 

!R.99% 

$286,582,206 

8, !42,988, 791 

10,949,3&4,202 

9,5"77,747,421 

[2,041)133,936 

2,464,236,515 

79.54% 

$274,554,786 

274,554,786 

!0(),00% 

14,991 
4,554 

30,065 

$1,999,861,6{}4 

$66,518 

$1,816,] 7i,2li3
> 

$65,632(3} 

(J) Projected total pay rolf ajie1· ER fP reflectiltg mmua!ized salaries for par·Hime members is$ !,865,588,1 07,for an average of $67,418. 
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SECTION 1: Valuation Summary for the Los Angeles City Employees' Retirement System 

Actuarial Certification 
November 3, 2010 

This is to ce1tify that The Segal Company has conducted an actuarial valuation ofthe Los Angeles City Employees' 
Retirement System retirement program as of Jwle 30, 2010, ln accordance with generally accepted actuarial principles and 
practices. Actuarial valuations are performed annually for thls 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 liability for retirement benefits. 

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

l11e actuarial computations made are for funding plan benefits and for satisfying the financial accounting requirements under 
GASB Statements No. 25 and 27. Accordingly, addi1ional detenninations will be needed for other purposes, such as judging 
benefit security at termination. 

ln addition to all schedules that me 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 Segai is provided below: 

1) Schedule offunding progress 
2) Schedule of employer contributions 
3) Supplementary Information Required by GASB (Exhlbit IV) 

To the best of our !mow ledge, this report is complete and accurate and in our opinion presents the plan's current funding 
information. The undersigned is a Member of the American Academy of Actuaries and is qualified to render the actuarial 
opinion contained herein. 

Andy Yeung, ASA, MAAA, A 
Vice President and Associate Actuary 
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A historical perspective 
of how the member 
population has changed 
over the past len 
valuations can be seen in 
this chart_ 

SECTION 2: Valuation Results for the Los Angeles City Employees' Retirement System 

A. MEMBER DATA 
The Actuarial Valuation and Review considers the number 
and demographic characteristics of covered members, 
including active members, inactive non~vested members 
(entitled to a refund of member contributions), inactive 
vested members, retired members and beneficiaries. 

CHART 1 

Member Population: 2001 - 2010 

Year Ended Active Inactive 
June 30 Members Members~ 

2001 25,654 NJA 

2002 25,930 2,327 

2003 26,358 2,59J 

2004 27,092 2,232 

2005 27,333 2,426 

2006 28,839 2,903 

2D07 30,175 3,303 

20{)8 30,236 4,273 

2009 30,065 4,554 

20!0 26,245 5,344 

Includes /erminaled members due a rejHnd of employee conlributiom. 

This section presents a summary 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. 

Retired Members Ratio of Non-Actives 
and Beneficiaries to Actives 

13,365 0.52 

13,589 0.61 

13,805 0.62 

14,!37 0.60 

14,322 0.61 

14,570 0.61 

14,836 0.60 

14,975 O.M 

!4,991 0.65 

17,264 0.86 



These graphs show a 
distribution 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, years of service and 
payroll of active members. In this year's valuation, there 
were 26,245 active members with an average age of 46.!, 
average years of service of 12.1 years and average payrol! 
of$69,257. 

The 30,065 active members [n 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). 

CHART 2 

Distribution of Active Members by Age as of 
June 30, 201 o 
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Inactive Members 
In this year's valuation, there were 5,344 members who 
were either (a) non~vested and entitled to a refund of 
member contributions, or (b) vested with a right to a 
deferred or immediate benefit. 

CHART 3 

Distribution of Active Members by Years of Service as of 
,June 30, 2010 
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These graphs show a 
dislribution of the current 
rel.ired members based on 
their monthly amounl and 
age, by type of pension. 
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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 beneftts of 
$54,076,937. For comparison, in the previous valuation, 
there were 11,465 retired members and 3,526 beneficiaries 
receiving montl1ly benefits of$43,487,379. 

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

CHART 4 

Distribution of Retired Members by Type and by Monthly 
Amount as of June 30, 2010 
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CHART 5 

Distribution of Retired Members by Type and by Age as 
of June 30, 2010 
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SECTION 2: Valuation Results for the Los Angeles City Employees' Retirement System 

B. FINANCIAL INFORMATION 

.Retirement plan funding anticipates that, over the long 
term, both net contributions and net investment earnings 
(!ess investment fees and administrative expenses) wilt be 
needed to cover benefit payments. 

CHART 6 

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 in 
Section 3, Exhibits D, E and F. 

The chart depicts the 
components of changes in 
the actuarial value of 
assets over the last ten 
years. Note; The first bar 
represents increases in 
as:sels during each year 
while the second bar 
details the decreases. 

Comparlson of Increases and Decreases In the Actuarial Value of Assets 
for Years Ended June 30, 2001 -2010 

1.8 

1.6 

1.4 

1.2 

(f) 1.0 
c 
~ 0.8 
ro 
(fi 0.6 

ll!l Adjustment toward market value 0.4 

!:ll! Benefits paid 0.2 

iii.! Net interest and dividends 0.0 

!1!11 Contributions 
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1f1e cha1't shows the 
determination of the 
actuarial value of assefs 
as of the vafuation date. 
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SECTION 2: Valuation Results for the Los Angeles 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 
recognized in a single year and, as a result, the asset value 
and the plan costs are more stable. 

CHART7 

The amount of the adjustment to recognize market value is 
treated as income, which may be positive or negative. 
Realized and unrealized gains and losses are treated 
equally and, therefore, the sale of assets bas no immediate 
effect on the actuarial value. 

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

L Market value ofasse!s 

2:. Calculation of unrecognized return~ 

(a) Year ended June 30, 20IO 
(b) Year ended June 30, 2009 
(c) Y car ended June 3 0, 2003 
(d) Year ended June 30,2007 
(e) Year ended June 30,2006 
(f) Total unrecognized return 

3. Prcli minary actuarial value: ([) - {2 f) 

4. Adjustment !o be within 40% corridor 

5. Final actuariD! value of assets: (3) + (4) 

6. Actuarial value as a percentage of market value; (5) + (!) 
7. Market value of retirement assets 

8. Yahlat1on value ofretirem~nt assets (5) + (l) x (7) 

\1. Deferred return recognized in each of the m:xt 6 years: 
(a) Amount recognized on 6/30/201 I 
(b) Amount rccognizedon 6/30/2012 
(c) Amount recognized on 6/30/2013 
(d) Amount rccogniz:ed on 6/30/20 !4 
(e} Amount recognized on 6/30/2015 
(f) Amount recognized on 6(30/20!6 
(g) Subtotal (may not total exactly due to rounding) 

*Total return minus e;rpected return on a market value basi.~ 

Original 
.~_Amount 

$392,956,483 
-2 '964,83 2, 4 84 
-1,549,293,380 
1 ,054,377,186 

366,478,652 

Percent Not 
Recognized 

85.71% 
66.67% 
41!.00% 
30.00% 
13.33% 

Amount Not 
Recognized 

$336,1il9,&43 
"1,976,554,9!19 

-743,660,822 
316,313,156 

48,863,820 

$9,001,3 64,5 2:6 

-$2,018,218,992 
$1 [,019,583,518 

0 
$]] 0!9 58J.5l8 

122.42% 

$7,ll04,222,662 
$9,554,027,4 t 1 

-$395,219,935 
-395,2!9,935 
-419,651,845 
-525,089,564 
-339,174,358 
3J5~13.P.,\i.49 

-$2,018,218,997 
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SECT! ON 2: Valuation Results for the los Angeles City Employees' Retirement System 

The actuarial value, market value and valuation value of 
assets are representations ofLACERS' 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 retirement benefits, based on a prorated 
share of 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 
detennine what portion, if any, remains unfunded. 
Amortization ofthe unfunded actuarial accrued liability is 
an important element in determining the contribution 
requirement, 

CHARTS This chart shows the 
change in the assets over 
the past ten years. 

Valuation Value (Retirement Only), Actuarial Value, and Market Value of Assets as of June 30, 2001 - 201.0 

·-$'---Actuarial Valuo 

____.__Market Value 

---.--Valuation Value 
(Retirement Onfy) 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 
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This char! provides a 
summary of the actuarial 
experience during the 
past yea!'. 

*SEGAL 

SECTION 2: Valuation Results for the Los Angeles City Employees' Retirement System 

C. ACTUARIAL EXPERIENCE 

requirements to remain stable, assumptions should 
approximate experience. 

To calculate the requi'red 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 overaU experience is more favorable than 
anticipated (an actuarial gain), the contribution requirement 
will decrease from the previous year. On the other hand, 
the contribution requirement ·will increase if overall 
actuarial experience is less favorable than expected (an 
actuarial loss). 

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

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 shmt-terrn 
development and that, over the long term, experience will 
retum to the original assumptions. For contribution 

CHART 9 

Actuarial Experience for Year Ended June 30, 2010 

L Net gnin/(loss) from investment~* 

2. Net gnin/(Joss) from Qthcr experience~* 

The total loss of$535,695,296 was due to an investment 
loss of $539,130,694, offset by a gain of $53,435,393 from 
all other sources. The net experience variation fi·om all 
other sources was 0.42% of the actuarial accrued liability, 
A discussion of the major components ofthe actuarial 
experience is on the following pages. 

-$589,130,694 

101,001,076 

3. Net gain/(loss) from one year delay in implementing the higher contribution rate calculated in the 
Jt.n1c 30, 2009 valuation until fiscal year 20 !0/2011 -47,565,678 

4. Net experience gain/(loss): (I)+ (2) + (3) -$535,695,296 

"' Details in Chart !0. 

** Detaifs in Chart f 3. Tl1e net gain is attributed to actual fiabilfl:y experience from Jufy 1, 2009 lhrough June 30, 20 I 0 compared to the pmjecled 
experience predicred by the actuarial assumptions as of June 30, 2009. 
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This chart shows the 
gain!(loss) due to 
investment experience. 

*SEGAL 

SECTION 2: Valuation Results for the Los Angeles City Employees' Retirement System 

Investment Rate of Return 
A major component of projected asset growth is the 
assumed rate of return. The assumed retum should 
represent the expected long-term rate of retum, based on 
LACERS' investment policy. For valuat!on put-poses, the 
assumed rate of return on the valuation value of assets is 
8.00%. The actual rate of return on the valuation value or 
assets basis for the 2010 plan year was 1.86%. 

CHART 10 

Since the actual return for the year was less than the 
assumed return, LACERS experienced an actuarial loss 
during the year ended June 30, 20 lO with regard to its 
investments. 

Actuarial Value Investment Experience for Year Ended June 30, 2010 

1. Actufll return 

2. Av~rage value ofassets 

3. Actual rate of return: (l) + (2) 

4. Assumed rate of return 

5. Expected retnrn: (2/ x (4) 

6. Actuarial g~iv/(!oss): (i) ~ (5) 

Actuarial Value 

(Includes assets for Retirement, 
Health, Family Death, and 
Larger Annuity Benefits) 

$261,593,064 

$11,016,557,924 

2.37% 

l'LOO% 

$881,324,634 

·$6 l9.73L570 

Valuation Value 

(Includes assets for 
Retirement Only) 

$178,484,489 

9,595,189,786 

1.86% 

8.00% 

$767,615,183 

-$589.13 0' 694 
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*SEGAL 

SECTION 2: Valuation Results for the Los Angeles City Employees' Retirement System 

Because actuarial plaimlng is long term, it is useful to see 
how the assumed investment rate ofretum has followed 
actual experience over time. The chart below shows the 
r~te of retum on an actuarial basis compared to 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 future expectations, we 
have maintained the assumed rate of return of 8.00%. 

CHART 11 

Investment Return- Actuarial Value vs. Market Value: 2001 - 201 o 

Net Interest and Recognition of Actuarial Value Market Value 
Dividend Income Capital Appreciation Investment Return Investment Return 

Year Ended 
June 30 Amount Percent Amount Percent Amount Percent Amount Percent 

200! $218,918,771 2.83% $443,656,601 5.73% $662,575,372 9.o9% £218,918,771 -4.60% 

2002 201.393,778 2.58% 112,813,481 1.44% 314,207,259 4.06% 201,393,778 -5.25% 

2003 164,915,100 2.11% 11,691,257 0.15% 176,606,357 2.26% 238,161,856 3.6l% 

2004 171 '166,339 2.19% 96,283,183 1.13% 267,449,522 3.42% 1,243,644,727 IJ.L84% 

2005 235,062,628 2.96% 109,661,360 1.38% 344,723,988 4.34% 753,805,403 9.71% 

2006 238,266,254 2.90% 430,034,467 5.24% 668,300,721 8.14% !,041,664,291 12J4% 

2007 261,677,229 2.95% 890,907,654 ]().04% 1,152,584,883 12.99% 1,81 !,903,293 19.13% 

2001) 290,092,182 2.91% 7 52,500,487 7.53% 1,04 2,592,669 ]{).44% -649,747,00 I ·5.78% 

2009 237,249,377 2.17% 9,861,278 0.09% 247,110,655 2.26% -2,!25,637,471 -20.26% 

20!0 190,583,695 1.73% 1.1,_009 ,3 69 0.64% 261,593,064 2.37% 1,049.769,4~1- 12.79% 

Total $2,209,325,353 $2,928,4] 9,137 SS, 137,744,490 $3,783,877' 13l 

Five-year average return 7.15% 2.55% 
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This chat! illustrales how 
this leveling effect has 
actua/{y worked over thf! 
years 2001- 20!0. 

----+--Actuarial Value 

~Market Value 

-a- Valuation Value 
(Retirement Only) 

,'\-SEGAL 

SECTION 2: Valuation Results for the Los Angeles City Employees' Retirement System 

Subsection B described the actuarial asset valuation 
method that gradual!y takes into account fluctuations in the 
market value rate of return. The effect ofthis is to stabilize 
the actuarial rate of retw·n, which contributes to leveling 
pension plan costs. 

CHART12 

Valuation Value (Retrrement Only), Actuarial Value, and Market Value Rates of Return 
for Years Ended June 30, 2001 - 2010 
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The chart shows elements 
of the experience 
gain/(fosJ) for the most 
recent year. 

*SEGAL 

SECTION 2: Valuation Results for the Los Angeles City Employees' Retlrement 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 extent oftumover among the participants, 

> retirement experience (earlier or later than expected), 

>- mortallty (more or fewer deaths than expected), 

> the number of disability retirements, and 

> salary increases different than assumed. 

CHART13 

The net gain from this other experience for the year ended 
June 30,2010 amounted to $101,001,076 which is 0.8% of 
the actuarial accrued liability. 

A brief summary of the demographic gain! (loss) 
experience ofLACERS for the year ended June 30,2010 is 
shown in the chart be[ow. 

Experience Due to Changes in Demographics for Year Ended June 30,2010 

l. Gain due lo lower than expected salaty increases for continuing actives 

2. Gain due to lower tllan expected COLA granted to retirees and benetlciaries 

3. Gain due to rcdassification of some pdor non-contributing active members 
as vested or !\on-vested telll1itlations by LACE!~ 

4. M iscc llaneous ga in/(loss) 

5. Net gain/(loss) 

$7,897,263 

33,359,924 

56,530,336 

3,213,553 

$HH,OO 1,076 
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The chart compares this 
valuation's 
recommended 
conrribution with the 
prior valuation. 

.Yr SEGAL 

SECTION 2: Valuation Results for the Los Angeles City Employees' Retirement System 

D. RECOrvnvfENDED CONTRIBUTION 

The amount of annual contribution required to fund the 
Pian is comprised of an employer normal cost payment and 
a payment on the unfunded actuarial accrued liability. This 
total amount is then divided by the projected payroll for 
active members to determine the f\mding rate of21.19% of 
payroll. We have continued to follow the method used in 
the June 30, 2005 valuation to adjust the contribution 
requirement if the GASB ARC minimum contribution is 
greater than the amount prescribed below. For 2010, the 

CHART 14 

Recommended Contribution 

!. Total nonna[ cost 

2. Expected cl\lployce conlributions 

3. Employer nonnai cost: (1) + {2) 

4. Actuarial accrued liability 
5. Valuation value of assets 

6. Unfunded actuarlal accrued !lability 

7. Amortization of unfunded accrued liability 

8. Total recommended contribution, beginning ofyear: (3) + (7) 

9, Total recommended contribution, July 15 

10. To( a! recommended contribution, end ofpay periods 

11. To(al recommended contribution, 314 paymenl on July !5, 2011 and 
1!4 payment on June JO, 2012 

!2. Total rccmnmended contribution, l/2 payment on Jauuary 3, 2012 and 
112 payment on May 2, 20 12 

13. Projected payroll (af\"er 2009 ERlP) 

beginning of year minimum GASB ARC is $331.9 million, 
so no additional adjustment has been made to the 
recommended contributions. 

As shown in item 1 below, the total normal cost rate 
increased from 15.78% as of June 30, 2009 to 16.10% as of 
June 30, 2010. This is mainly due to a one year increase ln 
the average age of active members after reflecting the 
ERIP elections. 

Year Ended June 30 
2010 2009 

Amount 

$292,655,9(}6 

-!22,342,6.54 

$170,313,252 

12,595,025,1!9 

-9,554.027.411 

$3,040,997 '708 

200,320,951 

$370.634.203 

$} 7L80§.l2,1 
$385.079.93 l 

.$378.927.455 

$390 438 066 

$1,817,662,284 

%of 
Payroll 
l6.l0% 

-6.73%* 

9.37% 

1l.D2% 

~ 
20.46% 

2!.!9% 
20,85% 

Amount 

$286,582,206 

-107,903,907 

$17!1,6n,299 

12,041,983,936 

-9,577,747,421 

$2,464,236,515 

148,789,924 

}32T._468,,23 
$32&,505,573 

$310.23!.571 

$334 795 6QQ 

$344 %5 GlG 

$1,816,171,212 

% of 
Payroll 

15:78% 
-5.94%* 

9.84% 

8.19% 
18.03% 

~ 
18.73% 

18.43% 

* Discounted to beginning of year. The average employee mte for conlrfbutions made at tfu~ end of each pay period would be 6.18% for the June 30, 2009 
valuation and 7. 00% for the June 30, 2010 valuation. 
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SECTION 2: Valuation Results for the Los Angeles City Employees' Retirement System 

If paid by the City at the beginning ofthe year, the 
calculated normal cost (including expenses) is 9.37% of 
payroll. The remaining 11.02% of payroll will amortize the 
unfunded actuarial accrued liability over an equivalent 
single amortization period of about 22 years. 

Reconciliation of Recommended Contribution 
The chart below details the changes in the recommended 
contribution from the prior valuation to the current year's 
valuation. 

The contribution rates as of June 30, 2010 are based on all 
ofthe data described in the previous sections, the actuarial 
assumpt1ons described in Section 4, and the Plan 
provisions adopted at the time of preparation of the 
Actuarial Valuation_ 

CHART 15 

171e chart reconciles Reconciliation of Recommended Contribution from June 30, 2009 to June 30, 20'10 
the contribution ji-om 
the pvior val11a1ion ro 
the amount determined RccClmmended Contribution as Df June 30, 2009 

in this valuation. Effect of change in amottlzatlon amounts due to assumed growth in payroll 

EtTect of contributions (more)/less than recommended contribution 

Effect of investment (gain)floss, 

Effect of increase in employer nonnal cost due to payroll and demographic changes 

Effect of other (galus) and losses on accmed liability 

Effect of imptemenling the inc1·eased rmployee contribution rate under the 2009 ERJP 

Total change 

Recommended Contribution as of June 30, 2010 

$340,231,571 

$6,570,038 

4,170,531 

51,654,640 

5,463,396 

·8,855,71 7 

-14JS4.478 

$14Jdl.1l0 
$385,079,981 
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These graphs show key 
GASB factm·s. 

-r"l-sEGAL 

SECTION 2: Valuation Results for the los Angetes City Employees' Retirement System 

E. INFORMATION REOUIRED BY GASU 

Governmental Accounting Standards Board (GASB) 
rep01iing information provides standardized information 
for comparative purposes for governmental pension plans. 
This infonnation allows a reader of the flnancial statements 
to compare the funding status of one governmental plan to 
another on relatively equal terms. 

Critical information to GASB is the historical comparison 
of the OASB required contribution to the actual 
contributions. This comparison demonstrates whether a 
plan is being funded within the range of the GASB 
reporting requirements. Chart 16 below presents a 
graphical representation of this infonnalion for the Plan. 

The other critical piece of information regarding the Plan's 
financial status is the funded ratio. This ratio compares the 

CHART16 

Required Versus Actual Contributions 

350 

300 

250 

<IJ 200 
c 
~!50 
~ 
<4 100 

50 

1iii Required Jl!i Actual 

actuarial value of assets to the actuarial accrued liabilities 
oftl1e plan as calculated under GASB. High ratios indicate 
a well-funded plan with assets sufficient to pay most 
benefits. Lower ratios may indicate recent changes to 
benefit structures, funding ofthe plan below achJarial 
requirements, poor asset performance, oi· a variety of other 
factors. · 

Althougb GASB requires that the actuarial value of assets 
be used to determine the funded ratio, Chart 17 shows the 
funded ratio calculated using both the actuarial value of 
assets 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 II, HI, and IV. 

CHART17 

Funded Ratio 
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SECTION 3: Suppiarnanta! Information for the Los Angeles City Employees' Retirement System 

EXHIBIT A 

Table of Plan Coverage 

Category 
Active members in valuation: 

Number 
Average age 
Average s!lrvi<::e 
Projected total payroll before ERIP 
Projected average payroll before ERlP 
Projected total payroll after ERIP 
Projected average pHyroll afl:'er ERIP 
Account balances 
Total active vested members 

Inactive members: 
Number 
Average age 
Average contribution balance fortllOsc with under 5 years ofsel'vlcc 

· Average monthly benefit at age 60 for thosl;) wlth 5 or more years of service*** 

Retired members: 
Number in pay status 
Average service at retirement 
Average age at retirement 

Average age 
Average monthly benefit (includes July COLA) 

Disabled members: 
Number in pay status 
Average service at retirement 
Average age at retirement 

Average age 
Average monthly bcncftt (includes July COLA) 

Beneficiades; 
Number in pay status 
Average age 
Average monthly hencfi1 (includes J11ly COLA). 

* Reflects annualized salaries for part-time members. 

Year Ended June 30 
2010 2009 

26,245 30,065 
46.! 46.4 
12.1 12.3 
N/A $1,999,861,604 
N/A $66,5!8 

$l ,8 J 7,662.284 * $l,!H 6,17!,212** 
$69,257• $65,632** 

$l,2RG,Il84, 101 $!,423,225,489 

!8,822 20,975 

5,344 4,554 
42.9 42.4 

$4,2!4 $3,821 
$L360 $1,355 

12,740 10,563 

27.1 26.5 
60.2 60.0 
70.4 72.0 

$3,642 $3,439 

905 902 
12.1 12,{) 

45.3 45.0 
62.4 61.6 

$1,455 $1 ,4l6 

3,619 3,52{) 
75.9 75.9 

$1,756 $1,669 

Change From 
Prior Year 

-12.7% 
N/A 
NIA 
NIA 
NIA 

O.t% 
5.5% 

-9.6% 
-10.3% 

17.3% 
N/A 

t0.3% 
0.4% 

20.6% 
N/A 
N/A 
N!A 

5.9% 

0.3% 
N/A 
N/A 
N/A 

2.11% 

2.6% 
NIA 

5.2% 

•* Projected Iota! payroll after ERIP <"e/lect.ing annualized salaries /or pwt-rime members i.~ $1,865,588, 107.jor an average of$67, 418. 
* * • Based on salary at term ina/ion from LA CERS. 
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SECTION 3: Supplemental Information for the los Angeles City Employees' Retirement System 

11nz:oo.!~l-

EXHIBIT B 

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

Years of Service 

Age Total 0-4 5·9 10-14 15·19 20-24 25-29 30-34 35-39 40 & over 

Under 25 500 490 \0 

$38,076 $38,057 $39,024 

2.5-2.9 1,762 1,430 326 6 

53,090 52,860 54,126 $51,515 

30-34 2,59S I ,307 1,049 236 6 
63,474 60,255 6{1 ,33 1 68,466 $6S,961 

35-39 2,919 1,064 1,009 728 ](}3 15 

66,975 59,797 67_801 74,496 79,139 $71,703 

40-44 3,750 888 937 842 514 547 22 

70,607 58,713 64,605 74,670 86,771 78,740 $71,065 

45-49 4,753 808 857 754 512 1,315 474 33 

14,430 60,161 64,714 73,676 82,610 84.522 79,988 $84,414 

50-54 4,359 634 744 543 401 1,130 705 190 12 

74,717 58,633 62,454 70,964 79,089 83,105 87,895 79,0Z4 $75,194 

55-59 3,017 463 611 41H 255 696 348 157 66 J 

74,8&9 61,145 63,170 73,617 81,736 81,895 87,346 88,1 !11 91,051 $55,505 

60 -G4 I ,635 238 369 266 137 316 13S 9{1 63 18 

71,079 53,733 57,848 70,417 76,443 78,253 80,953 93,788 !08,481 $94.520 

65-69 658 105 157 104 61 !ll 58 24 ]() 22 

64,742 49,893 53,095 67,039 70,673 71,631 76,391 78,447 84,409 $96,703 

70 & llYCf 294 75 73 33 2~ 48 l7 7 10 

53,357 37,2.00 40,609 59,479 60 348 72 204 64,980 85,129 80 213 .$87 29l 

Total 26,245 7,502 6,142 3,930 2,017 4,178 1}62 50! 1()0 53 
$69,257 $56,473 $63,454 $72,798 $81,556 $81,940 $84,306 $84,984 $95,858 .t91,854 
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SECTION 3: Supplemental Information for the Los Angeles City Employees' Retirement System 

EXHiB!TC 

Reconciiiation of Member Data 

Active Inactive 
Members Members Disableds 

Number as of Jllne 30, 2009 30,065 4,554 

New members Sil N/A 

Terminations- with vested rights -1,213 1,213 

Retirements* -2,517 -75 

New disabHi1ies -28 0 

New bcnefl clades* N/A N/A 
Deaths or benefits expired -73 -7 

Refund of members contJibu!ions -541 -346 

Rehired 4! -39 

Data adjustments __ o ~ 
Number as ofJune 30,2010 26,245 5,344 

* Includ~s 2,395 retired members and beneficiaries who elected the 2009 ERIP. 

**Includes memberJ who were both hired and terminated dur·ing 1/1e year. 

902 

N/A 
0 

N/A 
28 

N/A 

-23 

G 

-2 

_0 

905 

Retired Members Beneficiaries 

10,563 3,526 

N/A NIA 

0 G 

2,592 N/A 
N/A N/A 
N/A 273 

-415 ·180 

(I 0 

0 N/A 

__ 0 __ 0 

12,740 3,619 

Note: For the change in the anmw! benefltsfi·om the retir·ees and be11ejiciarics addedlo and removed from the rolls, refer lo Exhibit D of the 
supple menta{ schedules thai accompany this report. 

Total 

49,6Hl 

5!1 

0 

0 

0 

273 

-Gn 
-8ll7 

0 

_____11 

48,853 
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SECTION 3: Supplemental information for the Los Angeles City Employees' Retirement System 

EXHIBIT D 

Summary Statement of Income and Expenses on an Actuarial Value Basis for Retirement, Health, Family Death and 
Larger Annuity Benefits 

Contribution income: 

Employer contributions 

Employee contributions 

Net contribution income 

Innstmcnt income: 

Interest, dividends and other income 

Recognition of capital apprcciatiou 

Less investment und administrative fees 

Net investment income 

Total income avaHabl~ fQr beucms 

Less benefit r:ayments: 

Payment of benefits 

Refunds of contributions 

Net benefit payments 

Chllngc in reserve for future benefits 

Note: Resulrs may be slig/11/y off dw ro I'OWtding. 

Year Ended June 30, 2010 

S362,75l, 146 

l2li,2GLZ25 

$489,712,441 

$231,005,073 

71,009,369 

·40,421.383 

$261,523,064 

$75 [,305,505 

-$653,!34,296 

-21,221 .!l23 
-$681,1{16,189 

$70,199,316 

Year Ended June 30, 2009 

$383,637,842 

tl8,592,071 

.$502,229,913 

$269,650,125 

9,861,273 

-32,400,748 

~247,110,655 

$749,340,568 

-$584,472,818 

-21,325,182 

-$605,798,000 

$143,542,568 
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SECTION 3: Supplemental Information for the Los Angeles City Employees' Retirement System 

EXHIBIT E 

Summary Statement of Assets for Retirement, Health, Family Death, and Larger Annuity Benefits 

Year Ended June 30,2010 Year Ended June 30, 2009 

Cash e\Juivalents $372,183,032 $317,335,409 

A~cotmts 1·eceivable: 

lnvestment income $33,361,902 $37,221,396 

Proceeds from sales 37,691,856 59,510,669 

Otiler 4,134.392 2.132,119 
Total ~Gcounts receivable $75,188,150 $105,864,1&4 

Investments: 

Fixed Income $2,27 5,248,628 $2,005,804,6 I 6 

Equities 4,958,267,752 4,518,507,955 

Real Estate and Alternative Investment 1,411,152,837 1,279,559,314 

Other 1,095,808,401 l ,550,993,011 

Total investments at market value t9,7~0,477,618 12.3:;4,1;64,896 

Totnl assets $ [0, 187,g48,800 $9,778,114,489 

Less accounts !Hlyable: 

Accounts payable and accrued expenses -$29,685,696 -$26,963,852 

Derivative instmment ·24,900 0 

Purchases Gf investments -169, !37,033 -!60,749,597 

Security lending collatcml ·287 ,636,645 ·!.H7,4t2,249 

Total accounts payable -$1,186,484,274 -$1,635,125,698 

Nei assets at market value $2 QQ] 364 526 $B,H2,2B8,:Z9:l 
Net assets 11 t actuarial va Juc $!J,Ql2,5BJ.51E ,li lQ 2:12:,38:4,202 
Net assets ntvaluntion v~luc (rdiJ·emenl benefits) $2,5~H,Q21 i! l ;t2,511.H7,12J 
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SECTION 3: Supplemental Information for the Los Angeles City Employees' Retirement System 

EXHIBiT F 

Development of the Fund Through June 30, 201{} for Retirement, Health, Family Death and Larger Annuity Benefits 

Year Ended Employer Employee 
June 30 Contributions contributions 

2005 $229,!36,519 $94,268,171 

. 2006 320,399,222 98,262,366 

2007 408,392,3 Ill 106,233,984 

100R 41! ,658,277 114,67ll,456 

2009 . 383,637,842 118,592,071 

2010 362,751,146 126,961,295 

Nef afinve.stmentfees and administrative expenses. 

** lncfudes transfer of$6,220,076 to Fire and Pafice pe11s/on 

*~* Inc/[ides an $11,[100, 000 return of excess reserve from !'PO carrier, 

Net 
Investment 

Return" 

$344,723, 98ll 

668,300,721 

1 '152,584,883 

I ,042,592,669"** 

247,1!0,655 

261,593,064 

Benefit 
Payments 

$479,891,624 

506,604,304 

540,388,726 

576,0 14,324** 

605,798,000 

681,106,189 

Actuarial Value of 
Assets at 

End of Year 

$8,!05,746,091 

8,686,104,097 

9 ,812. 926,5 56 

[0.805,841,634 

10,949,384,202 

11,019,583,518 
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SECTION 3: Supplemental Information for the Los Angeles City Employees' Retirement System 

EXHIBIT G 

Development of Unfunded Actuarial Accrued Liability for Year Ended June 30, 2010 

1. Unfunded ac(uarial accrued liability at beginning of year $2,464,236,515 

2. Normal cost at beginning of year 286,582,206 

3. Total conlributions -392,8!9,769 

4. Interest 194,869,138 

5. Expected unfunded actuarial accrued lia bi!ity $2,552,868,090 

6. Changes due to experience loss"' 488,i29,618 

7. Unfunded ac(uarial accrued liability at end of year ~J,Q1q·?U.ZQ§ 

~ Excludes $47,565,678 ross from contributions less than anticipated due lo om-.vear delay in imp{ementing the higher contribution rate calculated 
in the June 30, 2009 valuation. That loss is already included in lhe development of item 5. 

The breakdown of the experience loss is as.followo: 

1nvest.meF1t (gain)//oss 

(Gain)lloss due to lower than expect~d sa/my increa.resfor contim1ing actives 

(Gain)lloss due to (ower than e:xp!!.cted COLA g1·anted to retirees and beneficiaries 

(Gain)lloss dHe to redassificalion of some priOI' non-contributing active members 
as vested or non-vested terminatio11s by LA CER.'l 

Misceflaneous {gain)l/oss 

Total (gain)!loss 

$589,!30,694 

(7,897,263) 

(33,359,924) 

(56,530,336) 

(3213,553) 

$488.129,618 
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SECTION 3: Supplemental Information for the Los Angeles City Employaes' Retirement System 

EXHIBIT H 

Table of Amortization Bases 

Date Initial lnitiai Outstanding Years Annual 
Type Estabfished Years Amount Balance Remaining Payment~ 

Contribution phase· in loss 06/30/2004 15 $29,435,10] $24,922,769 9 $3,176,422 

Contribution phase-in loss 06/30/2005 15 12,401,167 11,002,371 10 1,283,264 

Combined bnscs 06/3012005 30 1,715,553,201 l ,88 6,974,341 25 111,683,067 

Change: in assnmplions OG/3012005 30 371,312,873 408,4! 5,227 25 24,172,5!!8 

Experience loss 0613012006 15 24,171,861 22,286,933 ll 2,402,634 

Experience gain 06/30/2007 15 ·309 ,656,196 -294,n5,333 12 ·29,565,664 

Experience gain 06/30/2008 15 -247,657,800 -240,959,213 13 -22,714,145 

Change in assumpllons 06/30/200& 30 25,605,618 26,748,239 28 1,47S,353 

Experience Joss 06!30/2009 15 367,419,768 363,326,174 !4 32,324,426 

Plan amendment (2009 ERH'} 06/30nD09 15 300,225,354 296,830,404 14 26,4!2,875 

Experience loss 06/30/2010 15 535,695,296 535,695 296 15 45,2Q:Z,457 

Subtotal beforll GASB amount $3,040,997,708 $195,861,277 

40-ycar minimnm GASB 25127 06!3012004 i5 29,189,615 24,673,(}02 9 3,144,589 

40-ycar minimtun GASB 25/27 06!3012005 15 l2,708.684 11,275,201 lO _ _l,}j2.,085 

Total $3,076,945,91! $200,320,951 

~ Beginning of year payments, based on lew! percemage of payroll. 

*sEGAL 
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SECTION 3: Supplemental Information for the Los Angeles City Empfoyeas' Retirement System 

EXHIBIT I 

Section 415 Limitations 

Section 415 of the Internal Revenue Code (IRC) 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 year to an individual's account in a 
defined contribution plan. 

A qua(ified 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, SectiDU 415(b) of the IRC limits the 
maximum annual benefit payable at the Norma! 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 each 
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 
requirements 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 Los Angeles City Employees' Retirement System 

EXHIBIT J 

Definitions of Pension Terms 

The followil1g list defines certain teclmical tenns for the convenience of the reader: 

Assumptions or Actuarial 
Assumptions: 

Normal Cost; 

Actuarial Accrued Liability 
For Adives: 

Actuarial Accrued Liability 
For Pensioners: 

Unfunded Actuarial Accrued 
Uability: 

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

(a) Investment return- !he rate of investment yield that the Plan will earn over 
the long-term future; 

(b) 

(c) 

(d) 

Motta!ity_ rates- the death rates of employees and pensioners; life 
expectancy ls based on these rates; 

Retirement rates- the rate or probability of retirement at a given age; and 

Tunmver rates- the rates at which employees of various ages are expected 
to leave employment for reasons other than death, disability, or retirement 

The amount of contributions required to fund the benefit allocated to the cmTent year 
of service. 

The equivalent ofthe accumulated normal costs allocated to the years before the 
valuation date. 

The single sum value of lifetime benefits to existing pensioners. This sum takes 
account of life 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. 

The extent to which the actuarial accrued liability of the Plan exceeds the assets ofthe 
Plan. There is a wide range of approaches to paying off the unfunded actuarial accmcd 
liability, from meeting the interest accrual only to amortizing it over a specific period 
of time. 
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SECTION 3: Supplemental Information for the Los Angeles City Employees' Retirement System 

Amortization of the Unfunded 
Actuarial Accrued Liability; 

Investment Return: 

Payments made over a period ofyears equal in value to the Plan's unfunded actuarial 
accrued liability. 

The rate of earnings of 1he 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 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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SECTION 4: Reporting Information for Los Angeles C!ty Employees' Retirement System 

EXHIBIT I 

Summary of Actuarial Valuation Results 

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

L Retired members 8s of the valuation dale (includil1g 3,619 beneficiaries in pay status) 

2. Inactive members during year ended June 3 0, 20 t 0 
(including 3,8{14 members with under 5 years of service eligible for a refund of contributions) 

3. Members active during !he year ended June 30, 2010 

Fully vested 

Not vested 

The actuarial factors as of the valuation date are as follows: 
Assets 

l. Valuation value Dfassets (59,00!,364,526 at market value~ and $11,0!9,583,518 at actuaria[ 
value'" as ~ported by LACERS) 

2. I'rese11t value of future nonnnl costs 

Employee 

Employer 

Total 

3. Unfunded act11arial accrued liability 

4. Present value of current and future assets 

Lia biliiies 

5. Present value of future benefits 

Retired m~mbers and beneficiaries 

Inactive members 

Active members 

Total 

!8,322 

7,423 

1' 130,206,611 

2, 131L068.ill 

$7,375,657,601 

225,301,578 

8,262,340.972 

* Market value and acwariaT value of assets include assets /vr Retiremeni, lleaith, F ami~v Death, and Larger Annuity Benefits. 

l7,2M 

5,344 

26,245 

$9,554,027,4[1 

3,268,275,032 

3,040.997.708 

$15,863_.300, !5t 

$15,863,300,151 

I 
I 
! 
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SECTION 4: Reporting Information for Los Angeles City Employees' Retirement System 

EXHIBIT I (continued} 

Summary of Actuarial Valuation Results 

The determination ofthe recommended contribution is as fol1ows: 
l, Total nonnal cosl 

2. Expec~ed employee contributions* 

3. Employer normal cost: (I)+ (2) 

4. Payment on projected unfunded aotuariHI accmed liability 

5. Tots! recommended contribution: (3) + (4), payable beginning of year 

6. Total recommended contribution: adjusted for July l5 payment 

7. Total recommended contribution: adjusted for biweekly pflyment 

8. Total recommended cotttribution: edjusted for 3(4 payment on July l5, 2011 and 114 payment on June 30, 2012 

9. Total recommended contribution: adjusted for 1(2 payment on January 3, 2012 and l/2 payment on May 2, 2012 

l 0. Projedcd payroll after 2009 EIUP 

11. Hem 5 as a percentage oCprojec!ed payl'nll: (5} + (1 0) 

12. Hem 6 as a percentage of projected payroll: (6) .;- (1 0) 

13. Item 7 as a percentage of projected payroll: (7) + (10) 

14. Item 8 as a percentage of projected paywll: (8) + ( l 0) 

15. Item 9 as a pe!'ccntagc of projected payroll: (9) + (10) 

*Discounted to beginning vfycar. 

$292,655,906 

-122,342,654 

$170,313,252 

200,320,951 

$370.634 203 

$371 808,294 

$385.079.981 

$378 9-27.455 

$390.138.066 

$1,817,662,284 

20.39% 

20.46% 

21.19% 

20.85% 

2!..48% 
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SECTION 4: Reporting Information for los Angeles City Employees' Retirement System 

EXHIBIT ll 

Supplementary Information Required by GASB ~Schedule of Employer Contributions 

Plan Year Annual Required A dual Percentage 
Ended June 30 Contributions C ontrl buti ons Contributed 

2005 $183,241,489 $158,!3 [,638 86.30% 

2006 227,740,600 227,740,600 100.00% 

2007 277,516,400 277,5 .!6,400 100.00% 

2008 288,119,041 288, 1!9,04! 100.00% 

2009 274,554,78{) 274,554,786 100.00% 

20l0 258,642,795 258,642,795 100.00% 
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SECTION 4: Reporting Information for Los Ange!E!S City Employees' Retirement System 

EXHIBIT 111 

Supplementary Information Required by GASB- Schedule of Funding Progress 

Unfunded{ UAAL as a 
Valuation Actuarial {Overfunded) Perc~ntaga of 

Actuarial Value Accrued Liability AAL Funded Covered Covered 
Valuation of Assets (AAL} (UAAL} Ratio Payroll Payroll 

Date {a) (b) (b} • (a} (a) I (b) (c) [(b) -(a)] I (c) 

06/3012005 $7,193,142,227 $9,321,524,967 $2,121:1,3 82,740 77,17% $1,539,3 05,846 133.92% 

06/30/2006 7,674,999,374 9,870,662,387 2,195,663,013 77.7fJ% l, 733,339,536 126.67% 

06/30/2007 8,599,699,772'' 10,526,874,184 1,927,174,412 8!.69% l ,896,609 ,013 101.61% 

06/30/2008 9,438,318,300 11,186,403,74 [ 1 '7 48,085,44! 84.37% !,977,644,640 88.39% 

06/30/2009 9,577,747,421 12,041,983,936 2,464,236,515 79.54% 1,816,17 !,212 !35,68% 

06/30/2010 9,554,027,411 12,595,025,119 3,040,997,708 75.86% !,8 !7,{)62,284 167.30% 

* Valuation value of assf!/s is a.ftet excfuding $5,269,481 of discounted Harbor Port Police assets transferred in October 2007. 

7\- SEGAL 
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SECTION 4: Reporting Information for los Angeles City Employees' Retirement System 

EXHIBIT IV 

Supplementary Information Required by GASB 

Valuation date 

Actuarial cost method 

Amortizathm method 

Rem~ining amortization pedud 

Asset valuation method 

Actual'ialassumrtions: 

Investment rate of retum 

Inflation rate 

Real across-lhe·board salary increase 

Projected salary incnmse3 

Cost of living adjustments 

Pllm membership: 

Retired members and beneficiaries receiving benefits 

Inactive members" 

Active members 

Total 

June 30,2010 

Projected Unit Credit Cos( Method- assuming a closed group. 

Levd percent of payroll- assuming a 4.25% incre;J.Sc in total cov<1red payrolL 

Multiple layers. Actuarial gains/losses are amnrtized over 15 years. Assumption or method 
changes are amortized over 30 years. Plan changes, including the 2009 ERIP, arc amortized 
over 15 years. Future ERTPs will be amortized over 5 years. Actuarial surplus is amorti<:cd 
ovel' 30 years. Tbc existing layers on J\mc 30, 2005, except those arising f~om !he phase-in of 
contribution rates for the May 30, 2002 experience study, were combined and amortized over 
30 years. 

M~rket value nf assets less unrccogni;:cd returns in each of the last seven years. Umecvgnizcd 
return is equitlto the difference between the actual market return and the expected rclum on 
the market value, and is recognized over~ seven-year period. 

8.00% 

3.75% 

0.50% 

Ranges from 12.25% to 6.75% for members with less than 5 years of service. Ranges from 
6.50%to 4.75% for members with 5 ur more years of service. 

3.00% 

17,264 

5,344 

26,245 

48,853 

~ Either non· vested and entitled to a refimd of member contributions or vested with a right to a dejerr<!d m· immediate ben~fit. 
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SECTION 4: Reporting Information for Los Angeles City Employees' Retirement System 

EXHIB!TV 

Development of the Net Pension Obligation and the Annual Pension Cost Pursuant to GASB 2.7 

Employer ARC 
Annual Employer Interest on AdJustment Pension Change In 

Plan Year Required Amount NPO with Interest Amortfzation Cost NPO NPO Balance 
Ended Contribution Contributed (h)* .08 (h) I (e) "1.06 Factor (a)+ {c)- (d) (f}- (b) NPO + (g} 

June 30 {a} (b) {c) (d) (e) (f) (g) (h) 

2005 $183,241,4&9 $158,131,631\ $0 $0 N!A $183,241,489 $25' 109,851 $&3,784,569 

2006 227,740,600 227,740,600 4,693,977 5,429,482 11.6712~ 227,005,095 (735,505) 83,049,064 

2007 277,510,400 2 77,516,400 6,643,929 7,970,213 11.3532~~ 276,190,116 (1,326,2&4) 81,722,780 

2008 288,119,041 288,119,041 6,537,822 8,289,017 !0.8207 286,367,846 (!,751,195) 79,971,585 

2009 274,554,786 274,554,786 6,397,727 8,620,578 10.2384 272,331,935 (2,222,8 51) 77,748,734 

2010·~~ 25 8,642, 795 258,642,795 6,219,899 8,863,501 9.7444 255,999,193 (2,643,602) 75,105,132 

Due to !he one-year lag in implementing new contribution rates, only the pol'lion of the NPO established in the June 30, 2()04 valuation is being 
amortized during 200512006. 

** Similarly, the portion of/he NJ'O established in the June 30, 2005 vafuation is bdng amortized during 2006!2007 and the weighted uveragefactorfor 
the June 30, 2004 and June 30, 2005 laye.rs is shown 

H~ The calculation of the NPO has been adjusted to reflect the 4.25% Iota( payroll growth assumplion, which was adopud by the Board for fiscal year 
2009!2010/imding requirements. 
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SECTION 4: Reporting Information for Los Angeles Clty Employees' Retirement System 

EXHIBIT VI 

Actuarial Assumptions and Actuarial Cost Method 

Mortality Rates: 

After Service Retirement: 

After Disability Retirement.· 

Termination Rates before Retirement: 

Pre-Retirement Mortality: 

RP-2000 Combined Healthy Mortality Table, set back one yeaL 

RP-2000 Combined Healthy Mmiality Table, set forward 7 years. 

RP-2000 Combined Healthy Mortality Table, set back one year. 

Rate(%) 

Age Disability Termlnation* 
25 D.Ol 4.75 

30 D.03 4.75 

35 0.07 4JJO 

40 0.!5 2.1i4 

45 0.22 2.0l 

50 0.26 l.60 

55 0.24 1.35 

60 0.22 1.25 

* Termination rates are zero for members ehgible to retire. 
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SECTION 4: Reporting Information for Los Angeles City Employees' Retirement System 

Rates oftermination for members with less than 5 years of service are as follows: 

Retirement Rates: 

Service 

0 

1 

2 

3 

4 

Age 

50 
51 

52 
53 
54 
55 

56 
57 

58 
59 

60 
61 

62 
63 

64 
65 
66 
67 
68 
69 
70 

Rate{%} 

Termination (Based on Service) 

9.75 
8.00 

6.25 

5.50 

4.75 

Retirement Probability 

Non-55/30 

10% 
5 

5 

5 
15 
10 
10 
10 
10 
10 
10 

10 
10 
10 
!0 
15 
15 
15 
15 
15 

TOO 

55/30 

0% 
0 

0 

0 
0 

20 
15 
15 
15 
15 
15 
16 
17 
18 
19 
20 
20 
20 
20 
20 

100 
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SECTION 4: Reporting Information for Los Angeles City Employees' Retirement System 

Retirement Age and Benefit for 
Inactive Vested Participants: Assume pension benefit will be paid at the later of age 57 or the current attained age. 

For reciprocals, we assume 4.75% compensation increases per annum. 

Exclusion of Inactive Members: All inactive patiicipants are included in the valuation. 

Definition of Active Members: First day of biweekly payroll following employment for new department employees or 
immediately following transfer from other city depmtment 

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

Percent Married/Dnmestic Partner; 76% of male participants; 50% of female participants. 

Age of Spouse: Female spouses 4 years younger than their spouses. 

:Future Benefit Accruals; 1.0 year of service per year. 

Other Reciprocal Service: 10% of future inactive vested members will work at a reciprocal system. 

Consumer Price Index: Increase of 3. 75% per year; benefit increases due to CPI subject to 3.0% maximum. 

Employee Contribution and 
Matching Account Crediting Rate: 6.50% 

Net Investment Return: 8.00% 
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SECTION 4: Reporting Information for Los Angeles City Employees' Retirement System 

Salary lncreases: 

Actuarial Value of Assets~ 

According 1o the following schedule: 

For members with under 5 years of service, 

Service 
0 

1 
2 

3 

4 

Percentage Increase* 
8.00% 
6.75% 

4.75% 

3.75% 

2.50% 

For members with over 5 years of service, 

Age Percentage Increase* 
20-24 2.25% 

25-29 2.00% 

30-34 1.75% 

35-39 1.50% 

40-44 1.00% 

45-49 0.75% 

S0-54 0.50% 

55-69 0.50% 

* Before including a 3. 75% i11flation increase and a 0.50% across the 
board increase. 

The market value of assets less unrecognized retums in each of the last seven years. 
Unrecognized retum is equal to the difference between the actual and expected returns 
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. 
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SECTION 4: Reporting Information for Los Angeles City Employees' Retirement System 

Actuarial Cost Method: 

Funding Policy: 

Projected Unit Credit Cost Method. 

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 norma! cost and the actuarial accrued 
liability are determined under the Projected Unit Credit cost method. All the bases on 
or before June 30, 2005, except those ruising from 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 policy, any futute changes in the UAAL due 
to actuarial gains/losses will be amortized over separate 15 year periods. Any future 
changes in the UAAL due to assumption or method changes will be amortized over 
separate 30 year periods. Plan changes, including the 2009 ERJP, wHl be amortized 
over separate 15 year periods. Future ERlPs will be amortized over 5 years. And 
actuarial surplus will be amortized over 30 yern·s. 

Normal Cost and Actuarial Accrued Llabllily are calculated on an individual basis and 
are aHocated by service. 

In no event will the recommended contribution be Jess than the minimum Annual 
Required Contribution (ARC) as determined under GASB Statements 25 and 27. 
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SECTION 4; Reporting Information for Los Angeles City Employees' Retirement System 

EXHIBIT VH 

Summary or P~an Provisions 

This exhibit summarizes the major provisions ofLACERS included in the valuation. lt is not intended to be, nor sh.ould it be 
interpreted as, a complete statement 0 fan plan provisions. 

Plan Year: 

Census Date: 

Normal Reti!'ement Benefit: 

Age & Service Requirement 

e; 4.1o2o) 

Amount (§ 4.1 056.2) 

Early Retirement Benefit; 

Age & Service Requirement 

(§ 4.1020) 

Amount(§ 4.1056.2) 

July 1 through June 30 

June 30 

Age 70; 

Age 60 with I 0 years of continuous service; or 

Age 55 with at least 30 years of service. 

2.16% per year of service (not greater than 1 00%) of the Final Average Monthly 
Compensation. 

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 1 00%) of the Final Average Monthly 
Compensation, reduced for retirement ages below age 60 using the following sample 
Early Retirement benefit adjustment factors: 

Age 

45 

55 

Factor 

0.6250 

0.9250 

Age 

50 

60 

Factor 

0.7750 

1.0000 

37 



*SEGAL 

SECTION 4: Reporting Information for Los Angeles City Employees' Retirement System' 

Final Average 
Monthly CompensHtion: 

(§ 4,1010) 

Cost of Living Benefit: 
(§ 4.1040) 

Death :~fter Retirement: 
(§ 4.1044) 

Equivalent of monthly average salary of highest continuous 12 months (one year). 

Based on changes to Los Angeles area consumer price index to a maximum of3% per 
yeat, excess banked. 

(I) 50% of retiree's unmodifed allowance continued to an eligible spouse or a 
domestic partner; or a 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); 

(ii) $2,500 lump sum death benefit paid to a designated beneficiary; and 

(iil) Any unused contributions if the member has elected the cash refund annuity 
option. 
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SECTiON 4: Reporting Information for Los Angeles City Employees' Retirement System 

Death before Retirement: 

(§ 4.1062 and§ 4.1054) 

Option #l: 

(i) Eligibility- None: 

(il) Benefit- Refund of contributions plus a limited pension benefit equal to 50% 
of monthly salary paid, according to the following schedule: 

Service Credit 

1 year 

2 years 

) years 

4 years 

5 years 

6+ years 

Option #2: 

Number ofMonthly Payments 

2 

4 

6 

8 

l.O 

t2 

(i) Eligibility- Duty-related death Ol' after 5 years of service. 

(li) 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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SECTiON 4: Reporting Information for the Los Angeles City Employees' Retirement System 

Member Normal Contributions: 
(§ 4.1031) 

DisabiHty: 
(§ 4.1055) 

Service Requirement 

Amount 

If an employee becmne a plan member on or after January 1, 1983, the member 
nonnat contribution rate is 6%. 

If an employee became a plan member before January l, 1933, the rate is based on 
age at entry, sample rates hy entry age (before reflecting applicable pick ups by the 
employers or "defrayals"*) are as follows: 

Entry Age Normal Rate Survivor Rate 

20 8.20% 0.44% 

30 9.06% 0.75% 

40 10.19% 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 paid until June 30, 2026 or until the ERJP 
Cost Obligation (defined in ER!P Ordinance 180926) ls fully paid, whichever comes 
first. 

* The net member rate after deibyals was adjusted to 6% upon the effective (lale of ERJP 
Ordinance I 30926. 

5 years of continuous service 

1170 (about 1.43%) of the Final Average Monthly Compensation per year of service 
or 113 ofthe Final Average Monthly Compensation, if greater. 

40 
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SECTION 4: Reporting Information for the Los Angeles City Employees' Retirement System 

Deferred Withdrawal Retirement Benefit (Vested); 
(§ 4.1020 and§ 4.1059.1) 

Age & Service Requiremen( 

Amount 

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 e!.apsed from first 
date of membership; or 

Age 55 with at least 30 years of service. 

Deferred employee who meets pa1t-time eligibility: age 60 with at least I 0 years from 
the first date of membership. 

See j'Jormal retirement benefit 

Age 55 with 5 years of continuous service and at least 10 years have elapsed from flrst 
date of membership; or 

Age 55 with I 0 years of continuous service. 

Deferred employee who meets part-time eligibility; age 55 with at least 10 years from 
the t1rst date of membership. 

See Early retirement benefit 

WHhdr:~wal of ContrHmtions Benefit (Ordinary Withdrawal): 

Changes in Plan Provisions: 

5Q4.6554v t/96043.9()! 

Refund of employee contributions with interest 

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. 

4! 
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*SEGAL 
THE SEGAl COMPANY 

100 Montgomery Slreet, Sui1e 500, San Francisco, CA 94104 

T 415.263.6200 F 415.263.6290 WVtw.segai<::Q.COm 

November 3, 2010 

Board ofAdmintstration 
Los Angeles City Employees' Retirement System 
360 East Second Street, 8th Floor 
Los Angeles, CA 90012 

Dear Board members: 

We an,; pleased to submit this Actuarial 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 acfuarial data 

used in rhe valuation, discloses the Net OP EB obligation (NOD) as of June.,30, 2010, establishes the Annual Required 

Contribution (ARC) for the coming year, and analyzes the preceding yeal' 's experience. This report was based on the census 

data provided the Retirement System and the tenns of the Plan. The actuarial calculations were completed wrder the 

supervision of Dave Bergerson, FCA, ASA, A1AAA, Enrolled Actuary and Patrick Twomey, ASA, .MAAA, Enrolled Actuary 

This actuwial valuation has been completed in accordance with generally accepted actuarial principles and practices. To 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 !I are reasonably related to the experience of and the 

expectations for the Plan. The actuarial projections are based on these assumptions and the plan of benefits as summarized in 

Exhibit III 

Sincerely, 

THE SEGAL COMPANY 

By: 
Paul Angelo, FSA, EA, MAAA, FCA 
Senior Vice Presidem and Actuary 

TXB/hy 



' • • • • : - • • • • • • • : ." • ~ : • • • : ••• : : • • c • ~ •• •• • ... : ~ • : 

· EXECUTIV~ SUMMARY: : 
... :·:. 

• Purpose . : .. ,,, ;~ .... ;: .. ~ '--~~: :: •. :~ __ --:-. ~'- -~·. ·i ·: 
. ·T-tigl~ligiits: ohhe v~t~l~tion:.L.::.: 1 

·. s ll~ma~ 6.fvar uatl6n :Rest1!ts, ..... 3·.· 

. AGtuai·i~r Cegifi6itio!l; .:.~: .... \ ~;. :.:~ 4 

'~SEGAL 

. ., .. :.·· 

d-rARTt 
: Aeuiru-ial Pr~sen~ Va!ued'Total•.:. • 

·:·•··· r:t~I:i~~·.~:~ae~~··~~:~J.~~~ .. ·.~·.··s··; 
:c:r-rA.-R1'2 :,; : ..... <··· ... ··•·· .. ·.· 

.. , Xctuadi:{AccrU.edUabilitY • •:. 
- · (AAL)andtJnft,ndedAALi' . ··.· 
'· (UAAL) ,_;,;,; ... ~.<.::;;;,;;,•.::: ....... :.:. 6: • 

·cHART4:· · .. ··.,·. 
. Detern1init~on'Of At;hl.tal· • · .. 
, • Requinid Contribution (ARC)". ... g 
: c:HA.R.;:d• . · .. : . 
· · Required supplementary: · · :· · · 

·. : Iilfot1natidn -·schedule of · 
•.: Einplciyer Contdouti01is ..... ; .... : io 
· •cH:AkT6\ · 
: ·.·· Required supplementd!y : · 
, Tnf<?tmation-.- Schedc1!e o:( • __ · .. · 
: · Ftinding Progress.~~;;.,:.;;,,;,,.,,,;, ll. 

Required Suppt6rrietit~ry. :: .·.·.<·· 
Informatio!t~ Net OPEB · · · · · 

... ··.Obligation (NOO).~;; .. ,::: ... H:: . .'.: li. 

· VAU.iA TIONDETAiLS ' ··· • 

. . . . ....... . . . ..... . 

. EXHI:B!T B... ·-. . . . . . . . _ -. 
•: c;ashFio\v Projections ;; .. ; __ ,,:·; .. :.14 
•• ;.•• •c••:"•_'c 

.. EXH!BrtC 
· •. Surnmary Sta·t~ment <,nriccime . 

. and Expe11ses on ai1 Actuarial: , ·: 
·' Value Basis for Retireinent, :·· .. · .·· 
. Health, Fan1ily Death artd Largir . 

:• Annuity Benefits ...... ::.~.: ..... ~ .. -... 15. • 

EXHIBITD 
.• • Summary Statem~i{t ~fAs~~b for . •• 
' · Retirement~ Health, FamilY Death~· .. 
·•. and L'arge'rAnnuity Be1iefits ,_;; 16. 
··rixHisiTE -· ... 
' Determinatio~ of ActuarialVal~e ,·· .. 
• . Df Assets for Year Ended Juiw 30, 

20IO : ........ : ..... : ... ; ............. ;;,,,,.:_ i1 . 
. EXHIBITF' 

Reconciliation: ofR~cotninended .· .. : · 
Contribution .. ~ ............ ; ..... .;;;.,;,; 1 S •• 

·•· EXI-IlBlt I . <: .. 
· • Summary ~fRequ!r;d .. . · ..• · 

•. ·supp!ementatyitrfoni1atio11 .... :: 19 

; EXHIBIT II .. 
: Atltfatlal Assu1~jJti6i1s and.... . 
· ·Actuarial Ccist Method .. ,,,,;, ...... 20 

.· lixffiBit rii.'. · 
• •· ·. Smnmal'yofPiari,.~~ .. ~·:.:.;,,;;~;.,, 27 · 

·. ExffiBrr1v: 
·. DefinitiOns MT~rn1·s .... :.:~.;: .. •: ... 30 

EXHIBLTY. · .. 
· .• }\ccciunting Reqtlii·en1ents ;:~ .... : 33 

' . . . . 
·.: · .. 



SECTION 1: Executive Summary for Los Angeles City ~ployees' Retirement System June 30, 2010 Measurement 
Under GASB 43 and 45 1 

PURPOSE 
This report presents the results 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 
pmi:rcipants' active working lifetimes. 

HIGHLIGHTS OF THE 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 
ERlP elections were not available at that time. 

On April 22, 2010, we issued a revised valuation report 
as Df June 30, 2009 to reflect the latest ERIP election 
information available from the City at that time. T11e 
important considerations related to the ERIP group 
included in our report dated Apri! 22, 2010 and this 
curl'ent report are provided on pages i and ii of this 
year's Pension valuation report 

For consistency, the June 30, 2009 demographic 
information shown in this report remaillS the same 
as that shown in our June 30, 2009 valuation report 
dated April22, 2010. That is, the ERIP membet•s 
arc dassified as active as of June 30, 2009 and as 
retired as of .Tune 36, 2{}10. 

> The recommended contribution has increased from 
$116.2 million (6.40% of payroll) to $13-0.8 million 
(7 .20% of payroll), assuming contributions are made 
by the City on July 15. 

> Consistent with the June 30, 2009 valuation report, the 
employer contribution rates provided in this report 
have been developed, assuming that they will be made 
by the City at either (I) the beginning of the ftscal year 
(i.e. the City wiH prepay its 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 (4) 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-balf of 
the full payment and on May 2, 20 12 for the remaining 
one-half of the full payment. 

> LACERS has elected to comply with GASB 43 
effective with the June 30, 2005 valuation. The City is 
required to include the GASB 45 results in its financial 
statements effective with fiscal year 2007/2008. 

> The funding method used to develop the actuarial 
required contrihution (ARC) is the Projected Unit 
Credit Method, a method that wiH produce an 
increasing normal cost as a percent of payroll 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 is 
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: Executlve ·summary for Los Angeles City Employees' Retlrement System June 30, 2010 Measurement 
Under GASB 43 and 45 

> The Board has adopted a policy of amortizing the 
entire Unfunded Actuarial Accrued Liability (UAAL) 
as of June 30, 2007 over a fixed period of28 years 
beginning July 1, 2007. Health trend and premium 
assumption changes and gains and losses are amoJiized 
over I 5 years, and assumption changes recommended 
in an experience study are amortized over 30 years. 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 asset smoothing method for the 
June 30, 2009 valuation, any investment gains/losses 
relative to the assumed return (currently 8% per year) 
were recognized over a period of 5 years. In addition, 
the actuarial value of assets was further adjusted, if 
necessmy, so that it would stay within 50% of the 
market value of assets. At the September 28, 20 lO 
meeting, the Board adopted two changes to the asset 
smoothing method, effective with the June 30, 2010 
valuation. The first change was to increase the 
smoothing period from 5 years. to 7 years and 1he 
second change was to 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 ofthis report, the 
total umecognized investmen1loss as of June 30,2010 
is $2,018.2 million for the assets for Retirement, 
Health, Family Death, and Lat·ger Annuity Benefits. 
This investment !oss will be recognized in the 
determination of the achlarial 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 year (net of expenses) on a market value 
basis wU! 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 8.00% rate 
and all other actuarial assumptions are met, the 
contribution requirements would increase in each of 
the next few years. 

:> The deferred losses of $2,0! 8.2 million represent 22% 
of the market value of assets as of June 30, 2010. 
Unless offset by future investment gains or other 
favorable experience, the recognition ofthe $2,018.2 
miHion market losses is expected to have a significant 
impact on the System's future funded percentage and 
contribution rate requirements. This potential impact 
may be it!ustrated as follows: 

• If the deferred losses were recognized 
immediate!y in the valuation value of assets, the 
funded percentage would decrease fl"om 63.82% 
to 52.13%. 

• If the deterred losses were recognized 
immediately in the valuation value ofassets, the 
aggregate employer rate (payable on July 15) 
would increase from 7.20% to 8.41% of payrolL 

2 
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The key valuation 
resulrs.for the current 
and prior years are 
shown. 

SECTION 1: E~ecutive Summary for Los Angeles City Employees' Retirement System June 30, 2010 Measurement 
Under GASB 43 and 45 

SUMMARY O.F VALUATION RESULTS 

Actuarial Accrued Liability (AAL) 

Actuarial Value of Assets 

Unfunded Actuarinl Accrued LiabHit}' 

Funded Ratio 

Market Value of Assets 

Annual Required Contlibution (ARC) for eomiug yenr 

NDnn~l cost (beginning of year) 

Amortization of the unfunded actuarial accrued liability 

Total Annual Required ContribuHon (beginning ofyenr) 

Total Annuul Required Contribution (July 15) 

Total Annual Required CDntrJbutlon (end of each pay period) 

Projected total pay roW 

ARC as a percentage of pay 

Beginning ofyear 

July 15 

End Df each pay period 

3/4 payment on July !5, 2011 and l/4 payment on June 30, 2012 

1/2 payment on January 3, 2012 and 1/2 payment Oll May 2, 2012 

Totlll Participants 

Annual OPEB Cnst (AOC) fol' Coming Year 

Annual Required Contl'ibutions (July 15) 

Interest on Net OPEB Obligations 

ARC Adjustments 

Total Annual OPEB Cost 

AOC 1Ul a percent of p3y 

Reflects amounf calculated in the pension valuation 

June 30, 2010 
$2,233,874,432 

1,425,726,017 

808,148,415 

63.82% 

5>1,164,606,591 

$75282,221 

55,134.978 

$130,417,199 

$130,830,333 

$135,500,318 

s 1,817,662,284 

7.i7% 

7.20% 

7A5% 

7.34% 

7.56% 

45,423 

$116,162,889 

0 

Q 
$116,162,889 

6.40% 

June 30, 2009 

$2,058,!76,825 

1,342,496,524 

715,680,301 

65.23% 

$99!1,406,298 

$69,782, !53 

46.013.918 

$l15,796,071 

$116,162,889 

$120,309,320 

$!,816, 17i,212 

6.37% 

6.40% 

6.62% 

6.52% 

6.72% 

46,779 

$96,511,234 

0 

Q 

$96,51 I ,234 

5.31% 

3 



SECTION 1: Executive Summary for Los Angeles Clty Employees' Retirement System June 30, 2010 Measurement 
Undar GASB 43 and 45 

November 3, 2010 

ACTUARIAL CERTIFICATION 

This is to certify that The Segal Company has conducted an actuarial valuation of certain benefit obligations of Los Angeles 
City Employees' Retirement System's other postemployment benefil programs as of June 30,2010, in accordance with 
generaHy accepted actuarial principles and practices. The actuarial calculations presented i.n this report have been made on a 
basis consistent with our understanding of GASB Statements No. 43 and No, 45 for the determination ofthe !lability for 
postemployment benefits other than pensions. 

The actuarial valuation is based on the plan of benefits verified by LACERS and on patiidpant, 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 results 
reported here. Accordingly, additional detenninations may be needed for other purposes, such as judging benefit security at 
termination ofthe plan, or determining short-term 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 Society of Actuaries, the American Academy of Actuaries, and other professional actuarial organizations and 
collectively meet their "General Qualification Standards for Statements of Actuarial Opinions" to render the actuarial opinion 
contained herein. 

Dave Bergerson, FCA, ASA, MAAA, EA 
Vice President and Actuary 

Patnck Twomey, ASA, MAAA, EA 
Assistant Actuary 

4 



SECTION 2; Valuation Results for the Los Angeles City Empfoyeas' Retirement System June 30, 2010 Measurement 
Under GASB 43 and 45 

The actuarial present value oftotal projected benefits uses 
the actuarial assumptions disclosed in Section 4 to 
calculate the value today of all benefits expected to be paid 
to current actives and retired plan members. The actuarial 
balance sheet shows the expected breakdown of how these 
benefits wiH be financed. 

CHART 1 

Actuarial Present Value of Total Projected Benefits (APB) and Actuarial Balance Sheet 

Partid!lant Catcgo1·y 

Cnrrcnt retirees, bendiciaties, and dependents 

Current ~cLive membe<s 

Terminated members entitled but not yet eligible 

Total as of June 30 

Actu11rial Balance Sheet 

The actuarial balance sheet as of the valuation date is as fa !lows: 

Aw:ots 

I. Actuad~ I value of assets 

2. !'resent value of future normal costs 

3. Unfunded actuarial accrued liability 

4. Present value of current and fulufe assets 

Liahilitic~ 

5. Actuarial Present Value oftolal Projected Ber1ei1ts 

Actuarial Present Value 
of Total Projected Benefits (AP8) 

2010 2009 

Sl, i24,253,854 

1,898,431,686 

34,454.928 

S3,057, 140,468 

2010 

$1,425,726,017 

823,266,036 

808,148,4!5 

$3,057,140,468 

$3,057,140,468 

$1,118,519,907 

1,723,009,711 

26.181,886 

$2,867,711,504 

2009 

$! ,342,496,524 

809,534,679 

715,680,301 

$2,867,711,504 

$2,867,711,50!J 

s 



SECT!ON 2: Valuation Results for the Los Angeles City Employees' Retirement System June 30, 201 Q Measurement 
Under GASB 43 and 45 

The actuaiial accrued liability shows that portion of the 
APB (Cha1i l) 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, 

CHART 2 

Actuarial Accrued Liability (AAL) and Unfunded AAL {UAAL) 

rar!idpant Category 

Current retirees, beneficiaries, and dependents 

Current aclive members 

Terminated members entitled but not yet eligible 

Total actuarial accrued Habi!ity 

Unfunded Actuarial Accrued Liability 

Total Actuarial accrued liability 

Actuarial value of assets 

V nfunded actuarial ~ccrued liability 

and reconciles the unfunded actuarial liability from last 
year to this year, 

June 30, 2010 June 30, 2009 

$1,124,253,854 $1' !18,5!9,907 

1,075,!65,650 913.475,032 

34,454,928 26, !&!,886 

$2,233,874,432 $2,058,176,825 

$2,233,874,432 $2,058,176,825 

1,425,726,017 1,342,496,524 

$808,1411,415 $715,680,3[1[ 

Devc!Qpmcnt ofUofund~d Actu:uial Accrued Liability for the Year Ended June 30, 2010 

1. Unfunded actuarial accrued fiability at beginning of year $715,680,30 l 

2. Employer nonnal cost at beginning {lfy;;ar 69,782,153 

3. Total employer<:ontribu1ions at July 15 -96,5U,234 

4. Interest 55,467,146 

5. Expected unfunded actuarial accrued liability 744,418,366 

6. Change due to the combined effect of experienl;e gains, updated 63,730,049 
assumptions and methods 

7. Unfullrled actuarial accrued liability at enrl of year $808,14li,415 
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SECTION 2: Valuation Results for the Los Angeles City Employees' Retirement System June 30, 2010 Measurement 
Under GASB 43 and 45 

The unfunded actuarial accrued liability 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 bas 
elected to amoriize unfunded actuarial accrued liabllity 
using the following rules; The unfunded actuarial accrued 
liability as of June 30, 2007 Is amortized over a ilxed 
period of28 years beginning July 1, 2007. Assumption 
changes are amo1tized over 30 years and gains and losses 
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 Initial 
Type Establish eel Year 

Initial Unfunded Actuarial 06/30/2007 2.8 
Accrued Liability 

Experience Loss 06/30/2008 15 

Assumption Change 06/30/200& 30 

Experience Loss 06/30/2009 15 

Assumption Change 06/30/2009 3D 
lmplemcntalion or ERIP 06/30/2009 15 

Experience Loss 06/30/2010 15 

Assumption Change 06/3012010 !5 

To!al 

* Lew{ percentage of pay 

In itia! 
Amount 

$544,856,288 

2,484,406 

27,599,895 

113,097,781 

-48,425,091 

54,735,645 

15,609,129 

69,299,592 

Outstanding Annual Years 
Balance Payment* Remafnlng 

$575,548,221 .$34,064,572 25 

2,417,208 227,859 13 

28,831,508 1,593,494 28 
111,837,707 9,949,934 14 

-49,520,760 -2,681,868 29 

54,125,810 4,815,469 14 

15,609,129 1,317,258 l5 

62,2,29,592 5,841l,21Q 15 

$808,148,415 $55,13~,978 

7 



SECTION 2: Valuation Results for the Los Angeles City Employees' Retirement System June 30, 2010 Measurement 
Under GASB 43 and 45 

The Annual Required Contribution (ARC) is the amount 
calculated to determine. the a1mual cost of the OPEB plan 
for accounting 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 as if the annual 
cost were to be contributed t!u·oughout the fiscal year or on 
July l5t11

, three-fourth payment on July 15,2011 and one­
fourth payment on June 30, 2012 or one-half payment on 
January 3, 2012 and one-half payment on May 2, 2012. 

CHART4 

Determination of Annual Required Contribution (ARC) 

Cost Element 

Amount 

1. Normal cost $75,282,221 

2. Amortization of the unfunded actur.dal accrued liability ~5,134,973 

3. Total Anuu11l Required Contribution (beginning of year) $130,417,199 

4. Projected Payroll* $1,817,662,284 

5. Adjustment for timing (July 15) 4!3,134 

G. Total Annual Required Contribution (July 15) $130,830,333 

7. Ad,iustment for timing (end of pay period) 5,083,119 

8. Total Annunl Required Contribution (end of pay period) $135,500,380 

9. Total Annual Required Contdbutlon (3/4 payment on $l33,33.'i,393 
July 15, 20U and !14 payment on June 30. 2012) 

10. Total Annual Required Contributiort (l/2 payment on $!37,385,685 
January 3, 2012 and 112 payment on May 2, 2012) 

*Reflects amaunl calcufated in rhe pension valuation. 

The amortization payment is based on a 28-year 
ammtization ofthe Initial unfunded actuarial accrued 
liabiHty as of June 30, 2007, 30-year amortization of 
assumption changes adopted as pa1t of an experience study, 
and 15-year amortization of gains and losses, and health 
trend and premium assumption changes on a level percent 
of payroll basis. 

The change in unfunded actuarial accrued liability due to 
adoption of the Early Retirement Incentive Program 
(ERIP) was amortized over 15 years. 

Determined as of June 30 

2010 

Percentage of 
Compensation Amount 

4.14% $69,782,!53 

3.03% 46,013.918 

7.i7% $115,796,07l 

$ !,816,171,212 

0.04% 366,818 

7.20% $116,162,889 

0.28% 4,513,249 

7.45%. $120,309,320 

7.34% $(18,337,105 

7.56% $!21,983,3!7 

2009 

Percentage of 
Compensation 

3.84% 

2.53% 

v.37% 

0.03% 

6.40% 

0.25% 

6.62% 

6.52% 

6.72% 



SECTION 2: Valuation Results for the Los Angeles C1ty Employees' Retirement System June 30, 2010 Measurement 
Under GASB 43 and 45 

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} 

D~termination of Annual OPEB Cost (AOC) 

Cost Element 

Amount 

L Annual Required CantributiGn (July !5) $130,830,333 

2. Interest on Beginning ofYearNet OPEB Obligation 
(NOO} 

3. ARC adjustment 

4. Annual OPEB Cost (July 15) 

0 

Q 

~UQ,S~Q,3}3 

Determined as of June 30 

2010 2009 

Percentage of Percentage of 
Compensation Amount Compensation 

7,20% $11.6,162,889 6AO% 

0.00% 0 0.00% 

0,00% Q 0.00% 

7.20% $116 lfi2 8:82 6 40% 
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SECTiON 2: Valuation Results for the Los Angeles City Employees' Retirement System June 30, 2010 Measurement 
Under GASB 43 and 45 

For GASB 43 (plan reporting) purposes, the schedule of 
employer contributions compares actual contributions to 
the ARC For GASB 45 (employer rep01iing) purposes, the 

schedule of employer contributions compares actual 
contributions to the AOC. 

CHART5 

Required Supplementary Information -Schedule of Employer Contributions 

GASB43 

Fiscal Year Ended Annual Required Actual 
June 30 Contributions Contributions 

2006* $76, i!6,l04 $76,116,104 

2007 i15,232,538 115,232,538 

200& 108,848,499 10&,848,499 

2009 95,122.,090 95,122,090 

2010 96,51 i,234 96,5!1,234 

Percentage 
Contributed 

100.00% 

100.00% 

100.00% 

100.00% 

100.00% 

* ARC for plan year ended June 30, 2006 was determined In rhe June 30. 2004 valuatron. It was not calculated usmg the parameters reqmred for GASB 43 because the 
plan·~ jim ding policy excluded active employe/?..5 wW1 less than 1 0 years ofservice. 

Required Supplementary Information -Schedule of Employer Contribut[ons 

GASB45 

Fiscal Year Ended Annual OPEB Actual 
June 30 Cost Contributions 

2006* $76,116,104 $76,116,104 

2007 115,232,538 115,232,538 

2008 !OB,84S,499 108,848,499 

2009 95,122,090 95,122,090 

2010 96,5! !,234 96,5!1 ,234 

Percentage 
Contributed 

100.00% 

100.00% 

100.00% 

100.00% 

100.00% 

" ARCj01' plrm yecrr ended June 30, 2006 was delermmed m rhe June 30, 2004 vafualron. II wr1.; not mlculatd 1/Smg the parame!e1·,r •·equrredfor GASB 45 because the 
plan's funding polfcy exd11ded active emplayees with {ess than 10 years q( sen• fee. 

10 
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SECTION 2: Valuation Results for the los Angeles City Employees' Retirement System June 30,2010 Measurement 
Under GASB 43 and 45 

This schedule of funding progress presents multi·year trend 
infonnation about whether the actuarial value of plan assets 
is increasing or decreasing over time relative to the 
actuarial accrued liability for benefits. 

CHARTS 

Required Supplementary Information -Schedule of Funding Progress 

Actuarial Actuarial Unfunded 
Actuarial Value Accrued Liability AAL 
Valuation of Assets (AAL} (UAAL) 

Date (a) (b) {b) - (a) 

06/30/2005 $893,378,123 $1,718,898,792 $825,520,669 

06/30/2006 990,269,715 !,730,798,950 74(},529,235 

06/3012007 _1,185,543,893 1,730,400,181 544,1156,288 

06/30/2(}08 I ,342,919,6!1 [,928,042,900 585,123,289 

06130/2009 1,342,496,524 2,058, I 76,825 715,680,301 

06!30120 lO 1,425,726,017 2,233,874,432 808,148,415 

* Rejlec/s amounr calculaled in th~ pemian vafualirm. 

UAAL as a 
:Percentage of 

Funded Covered Covered 
Ratio Pay roW Payroll 

(a) I (b) (c) [(b)- {a) I {c)} 

51.97% .$1,589,305,346 51.94% 

57.2!% 1,733,339,536 42.72% 

68.51% 1,896,609,(} !3 28.73% 

69.65% 1,977,644,640 29.59% 

65.23% 1,816,171,212 39.41% 

63.82% 1,817,662,284 44.46% 
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SECTION 2: Valuation Results for the Los Angeles City Employees' Retirement System June 30, 2010 Measurement 
Under GASB 43 and 45 

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

CHART 7 

Required Supplementary Information- Nat OPEB Obligation {NOO} 

Annual Interest on Annual OPEB 
Fiscal Required Existing ARC Cost 
Year Contribution NOO Adjustment {a} + (b} +(c) 
End (a} (b} (c} (d) 

06!3012006~ $76,116, ]{}4 .$0 $0 $76,116,104 

06/30/2007 !15,232,538 0 0 115,232,53& 

06/30/2008 lO 3,84 8,4 99 0 0 108,848,499 

06/30!2009 95,122,090 0 0 95,122,090 

06/30/2{} l 0 %,5ll ,234 0 0 96,511,234 

Actual Not Increase NOO 
Contribution in NOO as of 

Amount {d) -{a) Fiscal Year 
(e) {f} (g) 

$76,116.104 $0 $0 

115,232,53& 0 0 

108,848,499 (} 0 

95.122,090 0 0 

96,511,234 I} 0 

* ARC for plan year ended June 30, 1006 was determined in !he June 30, 2004 vafuafion ff was nol calcufared using the pammeters 1·equired for GASB 43 because 
the plan 'sfimding policy excluded active employees wilh fes.s than 10 years of serl'ice. 
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This exhibit summarizes 
lhe participant data 
usedfor the current and 
prior valuatio11s. 

SECTION 3: Supplemental Valuation Details for the Los Angeles City Employees' Retirement System June 30, 2010 
Measurement Under GASB 43 and 45 

EXHIBIT A 

Summary of Participant Data 

Retirees* 

Number of non-disabled 

Number of disabled 

Tolal number of retixees 

Average age of retirees 

Number of spouses 

Average age of spouses 

Surviving Spouses" 

Number 

Average age 

Active Participant~ 

Number 

Average age 

A v~::rage years of .~ervicc 

Inactive Vested Participlmts (excluding those with less than 10 years of service) 

Number 

Average age 

* Excludes retirees not yef efigfblejor retiree heu!th benefits. 

June 30, 2010 

11,5][) 

288 

11,798 

70.4 

4,930 

66.7 

1,644 

78.& 

26,245 

46.1 

12.1 

8G6 

50.2 

June 30, 2009 

9,594 

m 
10,123 

71.2 

4,147 

66.0 

!,770 

75.4 

30,065 

46.4 

12.3 

674 
49.6 
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SECTION 3: Supplemental Valuation Details for the Los Angeles Clty Employees' Retirement System June 30, 2010 
Measurement Under GASB 43 and 45 

EXHIBIT B 

Cash Flow Projections 

The ARC generally exceeds the current pay-as-you~go 
("paygo") cost of an OPEB plan. Over time the paygo cost 
wiH tend to grow and may even eventually exceed the ARC 
in a well funded plan. The following table projects the 
paygo cost as the projected net fund payment over the next 
ten years. 

Year Ending Projected Number of Retirees* Projected Benefit Payments 

June 30 Current Future Total Current Future Total 

20li 18,372 818 19,190 $90,245,000 $:4,572,042 $94,817,042 

2Q12 17,930 !,505 19,435 91,915,602 9,312,508 10 l ,22H, il 0 

2013 17,445 2,244 i9,689 95,217,157 15,35!,909 110,569,066 

2014 16,929 3,065 19,994 97,307,080 22,817,43! !20,124,5ll 

2015 !6,392 3,961 20,353 99,179,153 31,923,255 13!, !02,408 

2Dl6 15,817 4,938 20,755 100,275_52! 42.804,07& 143,079,599 

2017 t 5,235 6,022 21,257 1 00,952,942 55,740,883 156,693,825 

2018 l4,M5 7,162 21,807 100,987,477 70,228,672 171,216,149 

2019 l4,042 8,339 22,381 100,987,993 86,033,481 187,021,474 

2020 !3,433 9,54! 22,979 100,145,8.47 103,442,377 203,588,224 

fncfudes spouses of retirees, but e:xcludes lfrose nar receiving a mbs;dy ji·om fACERS. 
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SECTION 3: 8 upple-mental Valuation Details for the Los Angeles City Employees' Retirement System June 30, .2010 
Measurement Under GASB 43 and 45 

EXHIBIT C 

Summary Statement of income and Expenses on an Actuarial Value Basis for Retirement, Health, FamUy Death and 
larger Annuity Benefits 

Conh·ibution income: 

Employer contribu('ians 

Employee contributions 

Net contribution income 

Investment income: 

Interest, dividends and other lncome 

Recognilion of C3pil"a1 appre~.iation 

Less investment and administrative fees 

Net investment income 

Total income availabl~ for benefits 

Less benefit payments: 

Payment of benefits 

Refunds of J.:ontributions 

Net benefit payments 

Chsnge in reserve for future oenefi!s 

Nore: Resulrs may be slightly off due to munding. 

Year Ended June 30, 2010 

$3{)2,751,146 

12(i,961,295 

$489,7!2,441 

$23! ,005,078 

71,009,369 

-40,421.383 

~261 ,523,064 

$751,305,505 

-$653, !34,296 

-2l.271 .~23 
-$681,106,189 

$70,199,316 

Year Ended June 30, 2009 

$383,637,842 

118,522,Q7l 

S502,229,9!3 

$269,650,125 

9,861,278 

-32,4Q0,748 

$247,110,655 

$749,340,568 

-$584,472,818 

-21,325,182 

-$605,798,000 

s 143,542,568 
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SECTION 3; Supplemental Valuation Details for the Los Ange!as City Employees' Retirement System June 30, 2010 
Measurement Under GASB 43 and 45 

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 equiynlents $372,I8J,032 $317,3115,409 

Accounts rccdv;~b!c: 

Investment income $33,361,902 $37,221,396 

P rocceds from sales 37,691,&56 59,510,669 

Other 4,134,392 if,l32,! 19 

Total acc0lm1s recdvable $75,1&8,150 $105,864,184 

Investments: 

Fixed Income $2,275,248,628 $2,005,804,616 

Equities 4,958,267,752 4,518,507,955 

Real Estate and Alternatlve Investment 1,41!, 152,837 1,279,559,3 !4 

Other L095,308,401 1,550,993,0 ll 

Total investments at market value $9,740,477.618 $9,354,864,896 

Totlll ~ss~ts $10,187,84&,800 $9,778,114,489 

Less accounts payable: 

Accounts payable and accmcd expenses -$29,685,6% -$26,963,852 

D~riv~tive instrument -24,900 0 

Purchases of investments -169,!37,033 -160,749,597 

Security lending collateral -987,636,645 -1,447,412,249 

Total accounts payable -$1,186,484,274 -$1,635,125,693 

Nd aSS()!S at market value $2,QQl,3M,jZG :~;a,J42,2!il.! m 
Nlo1t assets 11t aclunJ·ial value .!ill !m~.m.s.l.8 liQ.2.49_,3 84 202 

Net assets 11t valuation vnluc {retiree health benefits) $.l,i2_D2tk\)_ll il3_42.1526~52,4 

16 



The char/ shows the 
determination o.f the 
acruaria! value of assets 
as of the valuation date. 

SECTION 3: Supplemental Valuation Details for the Los Angeles City Employees' Retirement System June 30, 2010 
Measurement Under GASB 43 and 45 

It is desirable to have !eve! and predictable plan costs from 
one year to the next. For this reason, the Board of 
Administration has approved an asset valuation melhod 
that gradua!ly adjusts to market value. Under tills valuation 
method, the full value of market fluctuations is not 
recognized in a sing!e year and, as a result, tl1e asset value 
and the pian costs are more stable. 

EXHIBiT E 

The amount of the adjustment to recognize market va!ue is 
treated as income, \Vhich may be positive or negative. 
Realized and unrealized gains and losses are treated 
equally and, therefore, the sale of assets has no immediate 
effect on the actuarial value. 

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

1. Market value of assets 

2. Calculation of unrecognized retum* 

(a) Year ended June 30, 2010 
(b) Year ended June 30, 2009 
(c) Year ended June 30, 2001\ 
(d) Ye8rended June 30,2007 
(c) Year ended June 30, ?.OOG 
(f) Total umeeognized return 

3. Preliminary actuarial value: (1)- (2f) 

4, AdJustment to be within 40% corridor 

5_ Final actuarial value ofassels: {3) + (4) 

6. Actuarial value as a percentage of market value: (5) +(I) 

7. Market value of retiree health assets 

8. Valuation value of retiree health assets (5) -r (1) x (7) 

9. Deferred return recognized in each of the next 6 years: 

(a) Amount recognized on 613012011 
(b) Amount recognized on 6130/2012 
(c) Amount recognized on 6/30i20J3 
(d} Amount recognized on 6/30/2014 
(e) Amount recognized on 6/30/2015 
(f) Amount recognized on 6/30/20 I (i 
(g) Subtotal (may not total exactly due to rounding) 

*Total return minus expected return an a madcet value basis 

Original 
Amount 

$392,956,483 
-2,964.832,484 
-1,549,293,380 
1,054,377,186 

366,478,652 

Percent Not 
Recognized 

85.71% 
66/i?% 
48.{)0% 
30.DO% 
13.33% 

Amount Not 
Recoguized 

$336,819,843 
-1,976,554,989 

-743,660,822 
316,313,156 

_.1,3.&1\.~_.LQ 

$9,00 I ,364,526 

-$/.,Ol8,2t8,992 
$11,{)19,583,518 

0 

$11019 583.518 

!22.42% 
$1,164,6{)6,591 

$1,425,726,0!7 

-$395,219,935 
-395,219,935 
-419,651,845 
-525,089,564 
-339, !74,358 

56,136,640 
-$2,018,218,997 
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SECTION 3; Supplemental Valuatfon Details for the Los Angeles City Employees' Retirement System June 30, 2010 
Measurement Under GASB 43 and 45 

The chart below details the changes in the ARC from the 
prior valuation to the cmrent year's valuation. 

EXHIBIT F 

Reconciliation of Recommended Contr!butfon 

Item 

Expected ARC (beginning ofyea1·) 

Cbange in amortization amount due to assumed growth in payroll 

Oth~r experience gains/losses 

investment loss 

Assumption changes 

Ch~nges in composition of active population 

Aclnaf ARC (beginning of year) 

Amount 

$115,796,071 

$1,955,592 

-1,891,079 

3,208,337 

5,848,210 

5,500,068 

$130.417.192 

18 
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SECT!ON4: Supporting Information for the Los Angeles City Employees' Retirement System June 30, 2010 
Measurement Under GASB 43 and 45 

EXHIBIT l 

Summary of Required Supplementary Information 

Valuation date 

Actuarial cost method 

Amm·tization method 

Remaining amorti~ation period 

Asset valuation methfld 

Actuad:t! assumptions; 

Investment rate of return 

lnllation rate 

Real across-the-board salary increase 

Projected sal at)' increases 

Medical cos I !rend rate 

Dental costlrend r~le 

Medicare Part B premium 

Plan mernbersh(p: 

Current retirees, beneficiaries, and dependents 
receiving beneflts 

Current active participants 

Terminuted patticipants entitled but not yet eligible 

Total 

June 30, 20Hf 

Projected Unit Credit Cost Method- assuming a closed group 

Level percent of payroll- assuming a 4.25% increase in total covered payroll. 

Multiple layers. Actuarial gains/losses are amortized over 15 years. Assumption changes 
resulting from experience study are amortized over 30 years. He<~lth trend and premium 
a$~umption changes amortized over l5 years. The initial unfunded on June 30, 2007 were 
combined and amortized over 2!!: years. Plan changes, including the liability change due to the 
ERJl' is amortized over I 5 years. Future ERIPs wil! be amortized over 5 years. Actuarial surplus 
is amortized over 3 0 years. 

Market value of as~ets less unrecognized returns. 

Unrecognized retum is equal to the difference between the actual market retum and the expected 
return on the market value, attd is recognized over a seven-year period. 

In addition, the actuarial value of assets is further adjusted, irnecessary, to stay within 40% of 
the market vah1e of assets (previDtlS!y, tbe limit was 50%). 

8.00% 

3.75% 

0.50% 

N/A 

Actual increase for 201 0·2011, 9.75% starling in the 2011-20 !2 (]seal year graded down by 
0 -SO% per year over 1 0 years to an ultimate rate of5. (}{)% 

5.00% 

5.00% 

June 30, 20 l 0 

18,372 

26,245 

806 

45,423 

June 30, 2009 

16,040 

30,065 

ill 
46,779 
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SECTION 4: Supporting fnformation for the Los Angeles City Employees' Retirement System June 30,2010 
Measurement Under GASB 43 and 45 

EXHIBIT il 

Actuarial Assumptions and Actuarial Cost Method 

Data: 

Unknown Data for Members: 

Actmtrial Cost Method: 

Detailed census data and financial data for postemployment benefits were provided 
by LACERS. 

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

Projected unit credit. 

Termination Rates before 
Retirement: Pre-Retirement Mortality: RP-2000 Combined Healthy Mortality table, set back one 

year. 

Age Dlsabl!lty Termination* 
25 0.0!% 4.75% 
30 0,03 4.75 

35 0.07 4.0{) 

40 0.15 2.84 

45 0.22 2.0! 

50 0.26 1.60 

55 0.24 1.35 
60 0.22 1.25 

All deaths are assumed to be non-duty related. 

No termination is assumed after a member is eligible for retirement. 

* Termination rates for actives with less than 5 years of service are as follows: 

Service Rate 
{) 9.75% 

8.00 

2 6.25 

3 5.50 

4 4.75 

20 



SECTION 4: Supporting Information for the Los Angeles City Employees' Retirement System JuM 30, 2010 
Measurement Under GASB 43 and 45 

Measurement Date: 

Discount Rate: 

Postretirement Mortality Rates: 

Healthy 

Disabled 

Active Retirement Rates: 

Age 
50 
51 

52 
53 
54 
55 

56 
57 
58 

59 
60 
61 

62 

63 
64 
65 

66 

67 
68 
69 
70 

June 30, 20 I 0 

8.00%, net of investment and administrative expenses 

RP-2000 Combined Healthy Mortality table, set back one year. 

RP-2000 Combined Healthy Mortality Table, set forward 7 years. 

Retirement Probability 

Non-55130 55/30 

10% 0% 
5 0 

5 0 

5 0 

15 0 

iO 20 
10 !5 
10 IS 
10 15 
10 !5 
10 15 

JO 16 

10 17 

10 18 
10 19 
15 20 
15 20 

15 20 
15 20 
15 20 

100 100 
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SECTION 4: Supporting Information for the Los Angeles City Employees' Retirement System June 30, 2010 
Measurement Under GASB 43 and 45 

Retirement Age and Benefit for 
Inactive Vested Participants: 

Exdusion of inactive Vested: 

Per Capita Cost Development: 

Assume pension benefit will be paid at the later of age 57 or the ctment attained age. 

Inactive vested with less than 10 years of service are excluded. 

The assumed costs on a composite basis are tbe future costs of providing 
postretirement health care benefits at each age. To determine the assumed costs on a 
composite basis, historical premiums are revtewed and adjusted for increases in the 
cost of health care services. 

Maximum Dental Subsidy (same as premium) 

Monthly 2010-
Patiicipation 2011 Fiscal 

Carrier Percent Year Subsidy 

Met Life PPO 76.4 $36.16 

SafeGuard 23.6 $1238 

22 
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SECTiON 4: Supporting Information for the Los Angeles City Employees' Retirement System June 30, 2010 
Measurement Under GASB 43 and 45 

Per Capita Cost Development: 

;2.010-2011 Fiscal Year 

Election 
CARRIER Percent 

Kaiser 60.0 

Blue Cross PPO 21.5 

Blue Cross HMO 18.5 

2010-2011 Fiscal Year 

Election 
CARRIER Percent 

Kaiser 57.5 

Blue Cross PPO 30.1 

Secure 
Horizons CA 12.4 

Monthly 
Premium 

$57l.L98 

$955.66 

$660.46 

Monthly 
Premium 

$205.45 

$460.25 

$208.28 

Single Part\ 

Maximum 
Subsidy 

$1,156.50 

$!, [56.50 

$1,156.50 

Single Part} 
Maximum 
Subsidy 

$205.45 

$460.25 

$208.28 

Participant Under Age 65 or Not Eligible for Medicare A & 8 
Married/With Domestic Partner Eligible Survivor 

Monthly Maximum Monthly Maximum 
Subsidy Premium Subsidy Subsidy Premium Subsidy Subsidy 

$578.98 $! ,155.98 $1,156.50 $1,155.98 $578.98 $578.98 
j 

$578.981 

I 
$955.66 $1.,905.08 $1,156.50 $1,156.50 $955.66 $578.98 $571l.98 

$660.46 $1,314.69 .$1,156.50 $1,156.50 $660.46 $578.98 $578.98 

Participant Eligible for Medicare A & 8 
Married/With Domestic Partner Eligible Survivor 
Monthly Maximum Monthly Maximum 1 

Subsidy Premium Subsidy Subsidy Premium Subsidy Subsidy 
j 

.$205.45 $40S.9l $408.9[ $408.91 $205.45 $205.45 $205.45 

$460.25 $89 !.76 $66 !.10 $661.10 $460.25 $460.25 $460.25 

$208.28 $412.31 $412.3 I $412.31 $208.28 $208.2& $208.28 J 
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SECTION 4: Supporting Information for the Los Angeles City Employees' Retirement System June 30, 2010 
Measurement Under GASB 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. 

Ma!e retirees are assumed to be 4 years older 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 Percent 
Range Covered* 

10-14 65% 

15-19 80% 

20-24 90% 

25 and Over 95% 

* Inactive members are assumed to elect coverages at 50% of the rates shown above, 

l 00% of retirees becoming eligible for Medicare are assumed to be covered by both 
Parts A and B. 
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· SECTION 4: Supporting Information for the Los Angeles City Employees' Retirement System June 30, 20'!0 
Measurement Under GASB 43 and 45 

Health Care Cost Subsidy Trend Rates: 

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

Tt·end is to be applied to premium for shown fiscal year to calculate next fiscal year's projected premium 

First Fiscal Year (July l, 2010 through June 30, 2011) 

Blue Cross Blue Cross Btue Cross 
PPO, Under PPO, Age 65 Kaiser HMO, Senior HMO, Secure 

PLAN Age65 and Over Under Age65 Advant~!:--~~~~~L_65 Horizons 

Trend to be applied to 201 0" 

I 2011 Fiscal Year premium 8.44% 8.52% 7.84% 4.39% 10.03% 8.55% 

The fiscal year trend rates arc based on the following 

Calendar year trend rates: 

Trend (applied to calculate following 
Fiscal Year Trend (Approx) Calendar Year year premium) 

ZOll-2012 9.75% 20tl 10.00% 

20!2-2013 9.25% 2012 9.50% 

2013-2014 SJS% ! 
t 

20l3 9.00% 

2014-2015 8.25% ! 20!4 8.50% 

2015-2016 7.75% l 2015 8.00% 
1 

2016-2017 7.25% l 20!6 7.50% 

2017-2018 6.75% 20!7 7.00% 

201 S-29!9 6.25% 20!8 6.50% 

2019-2020 5.75% 2019 6.00% 

2020-2021 5.25% 2020 5.50% 

2021 and later 5.00% 2021 and later 5.00% 

Dental Premium Trend 5.00% for al! years I 
Medicare Part·B Premium Trend Trend for the 20 I 0-11 fiscal year will be calculated based on actual 

increase in Medicare Pmi B premium fmm 2010 to 2011 when it 
becomes available. 5.00% for years following the 2011 calendar year. 
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SECTION 4: Supporting Information for the Los Angeles City Employees' Retirement System June 30, 2010 
Measurement Under GASB 43 and 45 

Pian Design: Development of plan liabilities was based on the substantive plan of benefits in effect 

Administrative Expenses: 

Assumption Changes 
Since Prior Valuation: 

No administrative expenses were valued separately from the claim costs. 

Premiums were updated. 

Health care trend rates were updated. 

Medical and denta[ carrier election assumptions were updated. 

26 
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SECTION 4: Supporting Information for the Los Angeles City Employees' Retirement System June 30, 2010 
Measurement Under GASB 43 and 45 

EXHIBIT !II 

Summary of Plan 

This exhibit summmizes the major benefit provisions as included in the valuation. To the best of our knowledge, the summmy 
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. 

Eligibility: 
Retirees 
§4. 1103.2 

Health Subsidy for Members: 

Under Age 65 or 
Over Age 65 And Only 
Enrolled in Medicare Part B: 
§4.1103.2 

Over Age 65 and Enrolled in 
Both Medicare Parts A and B: 
§4"1103.2 

Retired age 55 or older with at least 10 years of service (inducting deferred 
vested members who terminate employment and receive a retirement benefit from 
LACERS), or ifretlrement 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 prutners, 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 wi!l pay 4% of the maximum health subsidy (limited to actual premium) 
for each year of Service Credit, up to 100% of the maximum health subsidy. As of 
July I, 2010, the maximum health subsidy was $1,123 per month, and will !ncrease to 
$ t, l90 per month on January 1, 201 L 

For retirees, a m~\.imum health subsidy limited to the single-party monthly premium 
of the plan in which the member is enrolled, is provided subject to the following 
vesting schedule: 

Completed YeaJs 
of Service 

1 o~ 14 
i5~19 

20+ 

Vested 
Percentage 

75% 
90% 

100% 
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Dental Sub~idy for Members: 
§4.1105.2 

Medicare Part B Subsidy for 
Members: 
§4.1104 

Surviving Spouse Subsidy: 
§4.!107 & §4.! !07.1 

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 Pa1is A and B and covered by the same 
medica! plan and with the same years of service. 

The combined member and dependent subsidy shall not exceed the actual premium. 

The System will pay 4% of the maximum dental subsidy (limited to actual premium) 
for each year of Service Credit, up to 100% ofthe maximum health subsidy. As of 
Ju!y 1, 2010, the maximum dental subsidy was $36.16 per month and will remain at 
$36.16 on January 1, 20 ll. 

There is no subsidy available to spouses or domestic partners. There is also no 
reimbursement for dental plans not sponsored by the System. 

If a City Retiree is covered by both Medicare Parts A and B, and enrolled in a 
LACERS medical plan or participates in the LACERS Retiree Medical Premium 
Reimbursement Program, LACERS will reimburse the retiree the basic Part B 
Medicare premium. 

The surviving spouse or domestic partner will be entitled to a health subsidy (limited 
to the actual single-pruty premium) based on member's years of service and the 
surviving dependent's eligibility for Medicare. 

The maximum health subsidy available for survivors is the Kaiser single-party 
premium ($562.36 per month as ofJuly 1, 2010, increasing to $595.60 on January 1, 
2010) or the single-patty premium of the plan in which the survivor is enwlled, 
whichever is !ess. 

2ll 

j 
I 

I 

I 

1 
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Over Age 65 and Enrolled in 
Both Medicare Parts A and B: For survivors, a maximum health subsidy limited to the single-party monthly premium 

of the plan in which the survivor is enrolled, is provided subject to the following 
vesting schedule: 

Completed Years 
of Service 

10~14 

15-19 
20+ 

Vested 
Percentage 

75% 
90% 
100% 
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EXHIBIT IV 

Definitions of Terms 

The following list defines ce1tain technical terms for the convenience ofthe reader: 

Assumptions or Actuadal 
Assumptions: 

Actuarial Present Value of Total 
Projected Benefits (APB): 

Normal Cost: 

Actuarial Accrued Lia bHity 
For Actives: 

Actuarial Accrued Liability 
For Retirees: 

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

(a) [nvestment return- the rate of investment yield that the Pian will earn over 
the Jong~tenn future; 

(b) MoJtality rates- the death rates of employees and pensioners; life 
expectancy is based on these rates; 

(c) Retirement rates- the wte 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. 

Present value uf all future benefit payments fur current retirees and active employees 
taking into account asswnptions about demographics, turnover, mortality, disability, 
retirement, health care trends, and other actuarial assumptions. 

The amount of contributions required to fund tbe benei1t allocated to the current year 
of service. 

The equivalent of the accumulated normal costs allocated to the years before the 
valuation date. 

The single sum value of lifetime benefils 1o existing retirees. Thls sum takes account 
ofllfe 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. 
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Actuarial Value of Assets (AVA): 

Funded Ratio: 

Unfunded Actuarial Accrued 
Liability (UAAL): 

Amortization of the Unfunded 
Actuarial Accrued Liability: 

Investment Return (discount rate): 

Covered Payroll: 

ARC as a Percentage of Covered 
Payroll: 

Health 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 smooth variations in market value from one valuation to 
the next. 

The ratio A V AIAAL. 

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, fro1uroeeting the interest accrua( only to amortizing it over a specific period 
of time. 

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

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

The ratio of the annual required contribution to covered payroll. 

The annual rate ofincrease in net claims costs per individual benefiting :fi·om the Plan. 

The ARC is equal to the sum of the normal cost and the amortization of the unfunded 
actuarial accrued liability. 
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Net OPEB Obligation (NOO): The NOO is the cumulative difference between the ARC and actual contributions 
made. Ifthe plan is not pre-funded, tbe actual contribution would be equal to the 
annual benefit payments less retiree contributions (if any). There are additional 
adjustments in the NOO calculations to adjust for timing differences between cash and 
accrual accounting, and to prevent double counting of OPEB plan costs. 
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SECTION 4: Supportln g Information for the Los Angeles City Employees' Ratlrement System June 30, 2010 
Measurement Under GASB 43 and 45 

EXH!BITV 

Accounting Requirements 

The Governmental Accounting Standards Board (GASB) 
issued Statement Number 43 ~~Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans, 
and Statement Number 45- Accounting and Financial 
Reporting by Employers for Postemp!oyment 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. 111e 
accounting standards supplement cash accounting, under 
which the expense for postemp[oyment benefits is equal to 
benefit and administrative costs paid on behalf of retirees 
and their dependents (i.e., a pay-as-you-go basis). 

The statements cover postemployment benefits of health, 
prescription drug, dental, vision and life insurance 
coverage for retirees; long~term care coverage, life 
i.nsurance and death benefits that are not 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 !n Exhibit HI of Section 4, which arc 
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 employer ana 
plan members. The projection of benefits is not limited 
by legal or contractual limits on funding the plan unless 
those limits dearly translate into benefit Iimits on the 
substantive plan being valued. 

The new standards introduce an accrual-basis accounting 
requirement, thereby recognizing the employer cost of 
postemployment benefits over an employee's career. The 
standards also introduce 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, turnover, mortality, disability, retirement, 
health care trends, and other actuarial assumptions. These 
assumptions are summarized in Exhibit li of Section 4. 
This amount is then discounted to determine the actuarial 
present value of the total projected benefits (APB). The 
actuarial accrued liability (AAL) is the portion of the 
present value of the total projected benefits allocated to 
years of employment prior to the measurement date. The 
unfunded actuarial accrued liability (VAAL) is the 
difference between the AAL and actuarial value of assets 
in the Plan. 

Once the VAAL is determined, the Annual Required 
Contribution (ARC) is determined as the normal cost (the 
APB allocated to the current year of service) and the 
amortization of the UAAL. This ARC is compared to 
actual contributions made and any difference is reported as 
the Net OPEB Obligation (NOO). In 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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4 contain a defmition of terms as well as more information 
about GASB 43/45 concepts. 

The calculation of an accounting obligation 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 a funding 
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 involve estimates ofthe value of 
repmied amounts and assumptions about the probability of 
events far into the future, and the actuadally determined 
amounts are subject to continual revision as actual results 
are compared to past expectations a·nd new estimates are 
made about the future. 

5 J 07374v2(05806.003 
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THE SEGAL COMPANY 
1 DO Montgomery Street Suite 500 San Francisco, CA 94104--4308 
T 415.263,8200 F 415.253.8290 www.segalco.com 

VIA E-MAIL AND USPS 

March 21,2011 

J'vfr. Thomas Simonovski 
Senior Labor Relations Specialist 
City ofLos Angeles 
Office ofthe 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: 

ATTACHMENT B 

We have prepared a study to determine the cost impact to LAFPP of freezing the medical 
subsidy (at the 2010-2011 fiscal year levels 1) for future retirees retiring on or after July 1, 20 11. 
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 enclosed Exhibits. We have provided the results 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 fur spouse or domestic partner. For Medicare retirees, the maximum 
monthly subsidy is different between single retirees and retirees providing coverage for spouse or domestic 
partner. The maximum subsidy for retirees with coverage for spouse or domestic partner 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, Gompensatiort ~nd HR Consulting Offices throughout the United States and Canada * Founding Member of the Multinational Group of Actuaries and Consultants, a global affiliation of independent firms 
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In preparing the regular valmi.tion as of June 30, 2010, the entire unfunded actuarial accrued 
liability (UAAL) for the medical plan was amortized over 26 years. It is our understanding that 
neither 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 study. 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 approximated the change in costs by assuming that the medical subsidy 
amount would be frozen for all future retirees as ofJuly 1, 2010 (instead ofJuly 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 amounts payable for the current 2010/2011 
fiscal year would be frozen for 3 years2 and under Scenario #2 we assume that the medical 
subsidy amounts for the current 2010/2011 fiscal year would be frozen indefinitely. 

For the scenario with the 3-year medical subsidy freeze, in the 4th 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. 

Results 

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 pIan 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 earned 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. 

2 Specifically, we asslli11e there will be no increase in the medical subsidy amounts for the 2011/2012, 
2012/2013 and 2013/2014 fiscal years. 
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As previously discussed, we calculated the amortization amount for these plan changes using a 
period of26 years. That 26-year period complied with GASB standards that require that the 
current net amortization amount correspond to a single equivalent 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 confmn that the equivalent single amortization period 
under GASB 43 and 45 for the combined existing and reduced unfunded actuarial accrued 
liability as a result ofthis study would be no longer than 30 years3

. We are available to 
recalculate the additional cost reductions relative those provided in the attached Exhibits once 
that amortization period is defmed4

. 

If you have any questions, feel free to calL 

Sincerely, 

Paul Angelo, FSA, EA, MAAA 
Senior Vice President and Actuary 

RPT/kek 
Enclosures 

-~y~~ 
Andy Y~~ng, ASA, ~, FCA, EA 
Vice President and Associate Actuary 

The shortest plan amendment amortization period that would result in a GASB compliant period for the 
combined amortization 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. 

4 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. 
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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 

Decrease in nonnal cost 

Decrease in Unfunded Actuarial Accrued Liab11ity 

Current Retirees 

Future Retirees 

Total 

Decrease in Aruma] Payment (il;t dollars) 

Normal Cost 

Unfunded Actuarial Accrued Liability 

Interest Adjustment 

Total 

Payroll 

Decrease in Annual Payment (percent of pay) 

Nonnal Cost 

Unfunded Actuarial Accrued Liability 

Interest Adjustment 

Total 

5123061 v2/08133.113 

Scenario #1 Scenario #2 

3-Year Freeze 

Amortize UAAL over 26 years 

-$11,780,375 

$0 

-207J64,721 

-$207,164,721 

-$11,780,375 

-11,678,025 

-892,053 

-$24,350,453 

$1,356,986,476 

-0.87% 

-0.86 

-0.06 

-1.79% 

Freeze Indefinitely 
Amortize UAAL over 26 years 

-$41,5 07,908 

$0 

-662.761.872 

-$662,761,872 

-$41,507,908 

-3 7,360,365 

-2.999.122 

-$81,867,395 

$1,356,986,476 

-3.06% 

-2.75 

-0.22 

-6.03% 
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City of Los Angeles Fire and Police Pension Plan 

EXHIBITB 
Scenario #1 -Cost savings due to freezing the medical subsidy for 3 years 

Amortize UAAL over 26. years 

Decrease in Annual Payment (in dollars) 

Normal Cost 

Unfunded Actuarial Accrued Liability 

Interest Adjustment 

Total 

Payroll 

Decrease in Annual Payment (percent of pay) 

Normal Cost 

Unfunded Actuarial Accrued Liability 

Interest Adjustment 

Totai 

5123061v2/08133.113 

Tier 1 

$0 

0 

Q_ 

$0 

N/A 

N/A 

N/A 

N/A 

N/A 

Cost Impact by Tier 

Determined as of June 30, 2010 

Tier2 Tier 3 Tier4 

-$117,195 -$834,946 -$357,654 

-272,315 -948,512 -429,917 

-14.812 -67.820 -29,949 

-$404,322 -$1,851,278 -$817,520 

$1,356,986,476 $97,967,569 $45' 131,204 

-0.01% -0.85% -0.79% 

-0.02 -0.97 -0.95 

-0.00 -0.07 -0.08 

-0.03% -1.89% -1.82% 

Tier 5 

(Without HPP) Tier 5 (HPP) 

-$10,367,393 -$103,187 

-9,995,571 -31,710 

-774.342 -5,130 

-$21,137,306 -$140,027 

$1,186,271,650 $10,381,200 

-0.87% -0.99% 

-0.84 -0.31 

-0.07 -0.05 

-1.78% -1.35% 

SEGAL 
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THE SEGAL COMPANY 

1 00 Montgomery Street Suite BOO San Francisco; CA 9 4 1 04~4308 

T 415.263.820.0 F 415.263.8290 www.segalco.com 

VIAEMAIL & USPS 

March 22, 2011 

Mr. Thomas Simonovski 
Senior Labor Relations Specialist 
City of Los Angeles 
Office ·of the City Administrative Officer 
200 North Main Street, Room 1200 
City HallEast, Mail Stop 139 
Los Angeles, CA 90012 

Re: Los Angeles City Employees' Retirement System 
Medical Subsidy Freeze Study 

Dear Thomas: 

We have prepared a study to determine the cost impact to LACERS of freezing the medicaL 
subsidy at the 2011 calendar year levels 1 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 
enclosed Exhibit. 

Methodology and Assumptions 

All assumptions, actuarial methodologies, and plan provisions used in this study are the same as 
those shovm in the actuarial valuation report as of June 3·0, 2010, except where noted otherwise 
in this letter. The change in the unfunded actuarial accrued liability in this study is being 
amortized over 15 years as a level percentage ofpayroll. We have used 15 years because that is 
the amortization period adopted by the Board for plan amendments. 

1 For non-Medicare retirees, the maximum monthly subsidy in 2011 is the same $1,190 for single retirees and 
retirees providing coverage for spouse or domestic partner. For Medicare retirees, the maximum monthly subsidy 
is different between single retirees and retirees providing coverage for spouse or domestic partner. The maximum 
subsidy is also different between the different medical plans offered by LACERS. Also of note is that the 
maximum monthly subsidy payable to a surviving spouse or domestic partner may be different from that payable 
to·a single retiree. 

a~ndi!s. Compensation ""d HR CcnsuHing Offices throughout the United Slates and Canada 

Fo~nding Member~~ lho Multinational Group ol Acluaries and Consultants, a global affiliation []t independent firms 



M( Thomas T. Simonovski 
March 22, 2011 
Page 2 

As stated above, we approximated the change in costs by assUming that the medical subsidy 
amount would be frozen for an future retirees as of July 1, 2010 (instead of July 1, 2011), so ihe· 
savings are slightly overstated. Two scenarios have· been included in this study. Undei" Scenario 
#1, we assume that the medical subsidy amounts payable for the current 2011 calend~r year 
would be frozen for 3 years2 and under Scenario #2 we assume that the medical subsidy amounts 
for the cunent 2011 calendar year would be frozen indefinitely, 

· For Scenario #1 with the 3~year medical subsidy freeze, in the 4th year (fisca1 year 2014/2015), 
we have assumed that the medical subsidy amounts payable starting in the secoqd 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 (Le., 8.5%) and that there would be no making up for 
medical 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 fuliy indexed with inflation for 
Medicare Part B and the dental plan. 

While as always we defer to legal counsel.on all legal issues, forthis.study we have asslllned that 
there is no vested right issue associated with not providing an increase in the medical subsidy 
level for future retirees. 

Results 

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 ill 
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 hlgher actuarial liability has been 
accrued in the regular valuation under the ciDTent 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 ofthe valuation·. Uriderthis study,there would nowbe a reduction in 
those liabllities 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 using a 
period of 15 years. For Scenario #1, this complied with GASB standards that requite that the 
current net amortization amount correspond to 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 withthe GASB standard. The equivalent single amortization period under GASB 43 and 
45 for the combined existing and reduced unfunded actuarial accrued Ilability as a result ofthis 
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 medical subsidy amounts for calendar years 2012, 201 3 
and 2014. 
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layer ofreduction in liability so that the combined amortization amount complies with the 
30~year requirement 

Ifyou have any questions, feel free to ~all. 

Paul Angelo, FSA, EA, MAAA 
Senior Vice President and Actuary 

Enclosuw 
RPT/hy 

5123D34v5108133 .112 
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Andy Yeung, ASA, EA, MAAA 0 
Vice President and Associate Actuary 
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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, 20 11), so the 
savings are slightly overstated. Two .scenarios have been included in this study, Under Scenatio 
#1, we assume that the medical subsidy amot1nts payable for the current 2011 calendar year 
would be frozen for 3 years2 and under Scenario #2 we assume that the medical subsidy aiuou:rits 
forthe cmTent 2011 calendar year would be frozen indefinitely. 

· For Scenario #I with the 3"year medical subsidy freeze, in the 41
h year (fiscal year 2014/2015), 

we have assumed that the medical subsidy amounts payable starting in the seco!fd 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 (Le., 8.5%) and that there would be Iio making up for 
medical 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 fuliy indexed with inflation for 
Medicare Part Band 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. 

Results 

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 detenninedin 
the June 30,2010 regular vaiuation for providing the current medical plan benefits is mily 7.45% 
of payroll. The primary reason for that cost reduction is that a higher actuarial liability has been 
accrued in the regular valuation under the cunent 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 ofthe valuation·. Uriderthis study, there would nowbe 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 using a 
period of 15 years. For Scenario #1, this complied with GASB standards that require that the 
current net amortization amount correspond to a single equivalent amortization period of not 
more than 30 years. In contrast, under Scenario #2, the results usingthe 15 year period did not 
comply withthe 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 medical subsidy amounts for calendar years 20 !2, 2013 
and 2014. 
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City of Los 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 

Decrease in Aruma! Payment (in dollars) 

Normal Cost 

Unfunded Actuarial Accrued Liability 

Interest Adjustment 

Total 

Payroll 

Decrease in Al-mual Payment (percent of pay) 

Normal Cost 

Unfunded Actuarial Accrued Liability 

Interest Adjustment 

Total 

5123061v2/08133.113 

Tierl 

$0 

0 

_Q 

$0 

N/A 

N/A 

N!A 

NIA 

N/A 

Cost Impact by Tier 

Determined as ofJuneJO, 2010 

Tier 2 Tier 3 Tier 4 

-$307,403 -$2,971,798 -$1,28 8,089 

-719,890 -3,342,437 -1,495,380 

-39.065 -240.111 -105,847 

-$1,066,358 -$6,554,346 -$2,889,316 

$1,356,986,476 $97,967,569 $45,131,204 

-0.03% -3.03% -2.85% 

-0.05 -3.41 -3.31 
-0.00 -0.25 -0.25 

-0.08% -6.69% -6.41% 

Tier 5 
(Without HPP) Tier 5 (HPP) 

-$36,536,358 -$404,260 

-31,693,969 -$108,689 

-2,594.593 -~19,506 

-$70,824,920 -$532,455 

$1,186,271,650 $10,381,200 

-3.08% -3.89% 

-2.67 -1.05 

-0.22 -0.19 

-5.97% -5.13% 

SEGAL 



Los Angeles City Employees' Retirement System 

EXHIBIT A 
Cost Savings Due to Freezing the Medical Subsidy 

Determined as of June 30,2010 

Decrease iri normal cost 

Decrease in Unfunded Actuarial Accrued Liability 

Current Retirees 

Future Retirees 

Total 

Decrease in Annual Payment (in dollars) 

Normal Cost 

Unfunded Actuarial Accrued Liability 

Interest Adjustment 

Total 

Payroll 

Decrease in AnnuaL Payment (percent of pay) 

Normal Cost 

Unfunded Actuarial Accrued Liability 

Interest Adjustment 

Total 

·scenario #1 
3~Year Freeze 

-$12,571,242 

$0 

-i80,758,7l5 
-$180,758,715 

-$12,571,242 

-15,254,272 

-1,084,522 
-$28,910,036 

$1,817,662,284 

-0.69% 

-0.84 

-0.06 

-1.59% 

Scenario #2. 
Freeze Indefinitely 

-$43,44 I ,07 5 

$0 
-5 81,224,3 82 

-$581,224,3 82 

-$43,441,075 

-43,079,862 
-3372,226 

-c$89,893,163 

$1,817,662,284 

.:.2.39% 
-237 

-0 .. 18 
-4.94% 

SEGAL 



Scenario #1: Three-Year Freeze 

Scenario #2: Permanent Freeze 

ATTACHMENT D 

SUMMARY ~ RETIREE MEDICAL SUBSIDY FREEZE SCENARIOS 
ESTIMATED GENERAL FUND SAVINGS 


