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October 12, 2023 

The Honorable Mayor Karen Bass 
Mayor, City of Los Angeles 
City Hall, Room 303 
Los Angeles, CA 90012 

The Honorable City Council 
City of Los Angeles 
City Hall, Room 395 
Los Angeles, CA 90012 

Attention: Matthew Szabo, City Administrative Officer 

INCOME-RELATED MONTHLY ADJUSTMENT AMOUNT (IRMAA) 
AND MEDICARE PART B ONLY REIMBURSEMENT 

Honorable Mayor Bass and Honorable City Council Members: 

The Los Angeles City Employees’ Retirement System (LACERS) Board 
of Administration (Board) adopted the attached report recommending 
that the City Council (Council) consider increasing reimbursements to 
LACERS Retired Members with Medicare Part B premiums. 

Numerous LACERS Retirees and the largest City retiree association, the 
Los Angeles Retired City Employees Inc. (RLACEI), have continued over 
the past year to raise their concerns about the hyperinflation of Medicare 
Part B Premiums and its devaluing effect on their LACERS retirement 
benefit. Retirees aged 65 and older are required to participate in 
Medicare to receive a LACERS retiree health subsidy. 

The Board respectfully requests that Council consider options for 
granting an increased reimbursement of the Medicare Part B premiums 
to partially or fully defray costs of required enrollment into Medicare. The 
attached staff report and actuarial cost study present information on an 
option to extend reimbursement of the Medicare Part B basic premium to 
a currently ineligible closed group of approximately 1,375 retirees who 
began working for the City of Los Angeles prior to April 1, 1986. Additional 
options outlined in the report present reimbursement of Medicare Part B 
premiums beyond the current basic premium tier level to up to four 
premium   tier   levels  known  as  Income-Related  Monthly  Adjustment
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Amounts (IRMAA), impacting up to approximately 1,795 retirees with LACERS retirement 
allowance greater than the IRMAA income limit.1  

The LACERS Board recommends that Council consider further evaluation of this issue of 
significant concern to LACERS Members. LACERS is available to answer any questions 
you may have. Please feel free to contact Assistant General Manager Dale Wong-Nguyen 
at (213) 219-6245 or dale.wong@lacers.org. 

Sincerely, 

ANNIE CHAO, President 
LACERS Board of Administration 

NMG/DWN/KF 

Attachments: 
1. LACERS Board Report September 26 2023 IRMAA
2. LACERS Board Report June 13 2023 IRMAA
3. LACERS Board Report August 23 2022 IRMAA

c: Karen Bass, Mayor 
Matthew W. Szabo, City Administrative Officer 
Sharon Tso, Chief Legislative Analyst 
Neil Guglielmo, LACERS 
Todd Bouey, LACERS 
Dale Wong Nguyen, LACERS 

1 Based on the June 30, 2022 actuarial valuation 
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�

�����������	�
��
�����
����������������������

������� ��!"#$�#%�!&'����#(�)�'�*�+!�,�-./00�1+'2" 2�+'"2) +3'2'$!�)�3'4�#$�!&'�.'!"+'4�/'2)'+53�+'!"+'2'$!�"$�#2'�%+#2�60�7.8�4'%"$'4�)'$'%"!�1��$9�:;<=�>?@<>A�BC=D=�@;D�ED<FBGE=DFDA@�>A�HIJKLMN�EDO>EP=�EC@;DE�@;CA�OEDC@<AQ�C�EDR<CAOD�>A�@;D�LD@<EDP�SDFBDE�@>�=GBF<@�EDO>EP=�>T�@;D<E�TDPDECR�S>P<T<DP�IPUG=@DP�VE>==�WAO>FD�XSIVW��Y;<O;�<=�BC=DP�>A�@;D�LD@<EDP�SDFBDEN=�@CZCBRD�<AO>FD[�:;D�CO@GCE<CR�=@GP\�O>GRP�A>@�BD�O>APGO@DP�G=<AQ�@;D�LD@<EDP�SDFBDEN=�TDPDECR�SIVW�C=�@;<=�PC@C�<=�GAC]C<RCBRD�@>�HIJKLM�CAP�]CE<D=�TE>F�\DCE�@>�\DCE�T>E�DCO;�<AP<]<PGCR[��̂_̀a�bacde�fghijk�lm�n�gopq�rst�k���mt�o�nuqop�u�pv��wpqus��nu�lr�w�np�u�pv�xr��xnuxn�w�p��pv��y��ru��p�pv��zqn��{�t�|}|��y��ru�~��pxn����v��r�l�rp�u�p�xm�u�pv��o�wp����lr��xuxn��pv����wxo�~�uxo�r����rp�y�lr��xq��r�x��qrw���np�p��j�pxr�u�~����rw��xpv���rp�y��nms�o���r���t��nu�pv��o�wp����lr��xuxn��ED<FBGE=DFDA@=�T>E�DCO;�>T�@;D�T<]D�WLSII�BECO�D@�RD]DR=�BC=DP�>A�HIJKLMN�ODA=G=�PC@C�C=����pv��m�p�wp���mq�px�n��nuxn��zqn���}t�|}||���v���wwx�n�u�o�wp����pv�w��lr�l�w�u���n��xp��nv�no���npw��r���w���mm��w��j�x��qrw���np����pv����wxo���rp�y�lr��xq��p��{t����r�pxr��w��v��oqrr�npms��r��n�p��mx�x�m��p��r�o�x���pv��r�x��qrw���np��pv�w����lm�s�u��s�pv��hxps�lrx�r�p��glrxm�{t�{��	����IAAGCR�IO@GCE<CRR\��D@DEF<ADP�J>A@E<BG@<>A�<AOEDC=D=�B\���[�S���:;D�@>@CR��ATGAPDP�IO@GCE<CR�IOOEGDP�H<CB<R<@\�X�IIH��<AOEDC=D=�B\����[�S��TE>F�����[�S�@>�����[�S�T>E��CE@���BC=<O�ED<FBGE=DFDA@�>AR\��Y<@;�@;D�CAAGCR�O>=@�>T�@;D��IIH�BC=DP�>A�C�����DCE�IF>E@<�C@<>A�>T�@;D�?RCA�O;CAQD�<AOEDC=<AQ�TE>F��[�S�@>��[�S����qnu�u�j�px��u�or��w�w��r����	�����p���	�{ ����r���wxo�r�x��qrw���np¡�j�x��qrw���np����pv��~�uxo�r����rp�y�lr��xq��wqrov�r���¢n��n��w�pv��£no���¤j�m�p�u�gu¥qwp��np�g��qnpw��£j~gg�t�p��ql�p���llr�¦x��p�ms�{t����r�pxr��w��pv�w���xpv���rpw�g§y��nu���rp�y��nms�o���r������xpv�fghijk�r�pxr���np���n��xpw��r��p�r�pv�n�̈�{t}}}�l�r�s��r���v����mm��xn��ov�n��w�xnomqu��pv��x�l�op����lr��xuxn��pv����wxo���rp�y�lr��xq��p��pv��{t����r�pxr��w�n�p�u����������IAAGCR�IO@GCE<CRR\��D@DEF<ADP�J>A@E<BG@<>A�<AOEDC=D=�B\���[©S����©[�S��PD?DAP<AQ�>A�@;D�WLSII�BECO�D@�G=DP�@>�PDT<AD�@;D�FCZ<FGF�ED<FBGE=DFDA@[���:;D�@>@CR��IIH�<AOEDC=D=�B\����[ªS�@>����[©S��TE>F�����[�S�@>�G?�@>����©[�S��Y<@;�@;D�CAAGCR�O>=@�>T�@;D��IIH�BC=DP�>A�C�����DCE�IF>E@<�C@<>A�>T�@;D�?RCA�O;CAQD�<AOEDC=<AQ�TE>F��[�S�@>��[�S���«GAPDP�LC@<>�PDOEDC=D=�TE>F���[��¬�@>�C=�R>Y�C=��ª[��¬��/'2)'+�­''4)��®����mm��xn��pv��zqn��{�t�|}|��y��ru����pxn�t�fghijk�o�nuqop�u���pv��xrpq�m��nu�xn¤l�rw�n����pxn�w��xpv�~����rw�p���uqo�p��~����rw��n�~�uxo�r��r�̄qxr���npw�xn�o�n¥qnopx�n��xpv�fghijk�v��mpv���n��xpwt�lr��xuxn���qrpv�r�xn��r��px�n��n�pv��£j~ggt��nu�o�mm�opxn�����u��o¢����
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�����������	�
���
��	������	�������������
����������
�����	���������������
�������
����� ��

������ !�"#$$%&'()*�+�,�-.+!���� ��/� 0����1,�2+��32+ �-�,+�22�4��� ,�.�15�67869:;<6=�2>:?@�,�AB�A�C6D;C6E�F;DG�HA:�966E6EH�6B8>?G66=�/,�2���1,�2+��,!�1�1.� �1�IC?B�DJ6:6�8AGFJ6FK:=�/LCDJ6C@�BG�:?F;A>�:6FLC;DG�JA:�M669�C6ELF6E�D?�NO�M6FAL:6�?I�P3�@�P?<6C9B69D�869:;?9�?II:6D�CL>6=�,+�22�,!��Q��!!,R��M6FAL:6�;D�;:�MA:6E�?9�869:;?9@STU�E;:DC;MLD;?9:@�DA7�IC66�M?9E:@�A9E�:A>ACG�?I�A�C6D;C6�VJ;FJ�JA:�A�/,�2���1,�2+�� 2Q=�W�,+�22�I66:�:J?L>E�M6�C6;BMLC:6E�I?C�C6D;C66:�VJ?�JA<6�V;9EIA>>�?C�;9IC6XL69D�67F68D;?9A>�6AC9;9Y:@�J?V6<6C�DJ?:6�C6D;C66:�VJ?�C6YL>AC>G�F?>>6FD�M696ZD:�YC6AD6C�DJA9�DJ6�,+�22�DJC6:J?>E�:J?L>E�M6�67F>LE6E=��� J6�MA:;F�,+�22�FA>FL>AD;?9�:66B:�D?�M6�C6YC6::;<6@�;9�DJAD�;D�869A>;[6:�DJ?:6�VJ?�JA<6�A�?96\D;B6�:8;K6�;9�;9F?B6�EL6�D?�A�BA]?C�>;I6�FJA9Y;9Y�6<69D=��+6D;C66:�VJ?:6�869:;?9�6AC9;9Y:�A>?96�DC;YY6C�A9�,+�22�F6CDA;9>G�JA<6�DJ6�;9F?B6�D?�8AG�DJ6�AEE;D;?9A>�F?:D�:JAC;9Y�AB?L9D@�VJ6C6A:�DJ?:6�VJ?�F?>>6FD�>?V6C�869:;?9�AB?L9D:�V?L>E�M6�:;Y9;ZFA9D>G�MLCE696E=�,+�22�VA:�E6<6>?86E�D?�IL9E��6E;FAC6�A9E�:DC69YDJ69�DJ6�:G:D6B�I?C�A>>�C6D;C66:��W��LC�::�M696ZD:�AC6�A>C6AEG�;B8AFD6E�MG�HV;9EIA>>�6II6FDH�I?C�DJ?:6�?I�L:�VJ?�V?CK6E�A9E�F?9DC;MLD6E�D?�::�I?C�̂OGC:=@�;9�BG�FA:6=��;9�BG�FA:6@�;�?9>G�C6F6;<6�N_̀U=Sa�86C�B?9DJ�IC?B�::�AID6C�F?9DC;MLD;9Y�IL>>�M696ZD:�A:�A�:?F;A>�V?CK6C�V;DJ�F?L9DG�;I�b?:�29Y6>6:=�W�,I�A�b2��+!�C6D;C66�JAE�F?9DC;MLD6E�D?�DJ6�!?F;A>�!6FLC;DG�!G:D6B�<;A�6B8>?GB69D�?LD:;E6�?I�HY?<6C9B69DH�A9E�L8?9�IL>>�C6D;C6B69D�AY6�4I6E6CA>5�DJ6;C�C6D;C6B69D�B?96DACG�M696ZD�V;>>�M6�E6ELFD6E�:;Y9;ZFA9D>G�86C�!!2�CL>;9Y=�� J6�E6ELFD;?9�?I�!!�C6D;C6B69D�IL9E:�A9E�8AG;9Y�,++�2�;:�A�M;D�67F6::;<6�D?�A�C6D;C66=��;DJ6C�;9F>LE6�C6;BMLC:6B69D�?I�,++�2�8AGB69D:�D?�DJ6�b2��+!�C6D;C66�?C�AE]L:D�DJ6�B?9DJ>G�M696ZD�D?�;9F>LE6�DJ6�>?::�?I�!!2�B?96DACG�M696ZD:=��6BM6C:�?I�b2��+!�AC6�8C?LE�?I�VJAD�DJ6G�JA<6�AFJ;6<6E�DJC?LYJ�DJ6;C�:6C<;F6�V;DJ�DJ6��;DG�?I�b2=�,D�JA:�M669�9?D6E�;9�<AC;?L:�F;CF>6:�DJAD�b2��+!�JA:�?96�?I�DJ6�M6:D�C6D;C6B69D�:G:D6B:�;9�DJ6�9AD;?9=�b2��+!�;:�A�:G:D6B�D?�M6�8C?LE�?I=� ?�J6>8�;D:�B6BM6C:�C6F6;<6�6<6CG�F69D�E6:6C<6E�D?�DJ6B�V?L>E�BAK6�DJ6�b2��+!�:G:D6B�:DC?9Y6C�A9E�V6>>�C6:86FD6E�AB?9Y�;D:�B6BM6C:@�M?DJ�AFD;<6�A9E�C6D;C6E�W�c6:@�9?D�C;YJD�I?C�!!�D?�AEE�AEE6E�I66:@�;I�L�966E�D?�V?CK�AID6C�C6D;C6B69D�I?C�B?C6�B?96G�L�:J?L>E�9?D�M6�869A>;[6E@�b2��+!�:J?L>E�C6;BMLC:6�I?C�,+�2!�D?�F?BMAD�DJ6�J;YJ�6F?9?BG=�W�?96�D;B6�;9�̂Ô �̀4̂Ô 5̀�A�C6DLC96E�D?�DJ6�AB?L9D�;D�JAE�M669�8C6<;?L:>G�;9�̂Ô =̂����G�!?F;A>�!6FLC;DG�AB?L9D�VA:�A>C6AEG�AE<6C:6>G�;B8AFD6E�MG�DJ6�d;9EIA>>�3C?<;:;?9=��!;9F6�BG�;9F?B6�;9FC6A:6E�I?C�?9>G�?96�G6AC@�,�DJ;9K�;D�V?L>E�M6�B?C6�6XL;DAM>6�I?C�DJ6�,+��2�D?�M6�A88>;6E�?9�?9>G�A�FA:6\MG\FA:6�MA:;:�A9E�9?D�;9F>LE6�;9F?B6�J;YJ6C�I?C�?9>G�?96�G6AC=�W��?:D�?I�G?LC�C6D;C6E�F;DG�V?CK6C:�E?9eD�BAK6�DJAD�BLFJ�B?96G@�MLD�VJ69�Z>;9Y�]?;9D>G�BACC;6E�V;DJ�A�:8?L:6�VJ?�V?CK:�IL>>�D;B6@�DJ6�,+��2�Y?6:�VAG�L8�IC?B�Ǹ_a�A�B?9DJ�D?�N̂aU�86C�B?9DJ�VJ;FJ�;:�A�>?D�?I�B?96G�DAK69�AVAG�IC?B�DJ6�!?F;A>�!6FLC;DG�-696ZD�;I�G?L�JAE�V?CK6E�8C;?C�D?�]?;9;9Y�DJ6��;DG�?I�b2=�W�-6FAL:6�DJ6�!!2�:LCFJACY6:�C6D;C66:e��6E;FAC6�3ACD�-�:?�DJ6G�:J?L>E�C6F6;<6�C6;BMLC:6B69D�6:86F;A>>G�;I�DJ6G�AC6�9?D�L:;9Y�DJ6;C�IL>>�:LM:;EG�M6FAL:6�DJ6;C�J6A>DJ�8>A9�F?:D:�AC6�>6::=�,�K9?V�DJ;:�;:�:????�>AD6�MLD�,�DJ;9K�b2��+!�:J?L>E�8AG�I?C�8ACD�-�?I��6E;FAC6�I?C�C6D;C66:�VJ?�?9>G�JA<6�3ACD�-�?I��6E;FAC6�M6FAL:6�DJ6G�BAG�M6�86?8>6�VJ?�:869D�DJ6;C�VJ?>6�>;I6�V?CK;9Y�I?C�DJ6��;DG=��!?�;I�DJ6G�:869D�̂T�8>L:�G6AC:�V;DJ�DJ6��;DG�A:�DJ6;C�:;9Y>6�6B8>?G6C@�DJ6G�:J?L>E�Y6D�DJ6;C��6E;FAC6�8A;E�I?C�]L:D�>;K6�DJ?:6�VJ?�BAG�JA<6�V?CK6E�I?C�?DJ6C�6B8>?G6C:=��
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REPORT TO BOARD OF ADMINISTRATION MEETING: JUNE 13, 2023 
From: Neil M. Guglielmo, General Manager ITEM:         X – B 

SUBJECT: PRESENTATION OF THE COST OF MEDICARE PART B PREMIUM 

REIMBURSEMENT AND INCOME-RELATED ADJUSTMENT AMOUNTS (IRMAA) 

AND POSSIBLE BOARD ACTION 

ACTION:  ☒ CLOSED:  ☐ CONSENT:  ☐ RECEIVE & FILE:  ☐
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LACERS: SECURING YOUR TOMORROWS 

Recommendation 

That the Board direct staff to share the actuarial analysis with Members, stakeholders, and the City 

Administrative Officer, and incorporate feedback and other requested elements in a written report back. 

Executive Summary 

On August 23, 2022, the Board authorized an actuarial cost study to identify the financial impact of 

increasing reimbursements to Members with Medicare Part B premiums (report attached). LACERS 

Plan Actuary, Segal, will present the actuarial report. The assigned cost of these proposed benefit 

enhancements are as follows: 

Reimbursement of the basic Part B premium to 1,375 retirees who currently are not eligible to receive 

the reimbursement (those employed by the City prior to April 1, 1986) 

• Actuarially Determined Contribution increases by $2.7M

• Unfunded Actuarial Accrued Liability (UAAL) increases by $31.6M, from $107.7M to $139.3M

for Part B basic reimbursement only.

• Funded Ratio decreases from 96.99% to 96.14% for basic reimbursement.

Reimbursement of the Medicare Part B premium surcharge known as the Income-Related Adjustment 

Amounts (IRMAA), to up to approximately 1,795 retirees (those with Parts A&B and Part B only 

coverage) with LACERS retirement benefits greater than $91,000 per year. The following changes 

include the impact of providing the basic Part B premium to the 1,375 retirees noted above.  

• Actuarially Determined Contribution increases by $5.8M - $8.9M, depending on the IRMAA

bracket used to define the maximum reimbursement.

• UAAL increases by $61.4M to $90.8M, from $107.7M to up to $198.5M

• Funded Ratio decreases from 96.99% to as much as 94.59%

ATTACHMENT 2



 

 
Page 2 of 3 

LACERS: SECURING YOUR TOMORROWS 

The purpose of conducting the actuarial study is to gather information about the cost of this proposed 

benefit enhancement then return to the Board with additional related information and determine next 

steps, which may include a recommendation to the Mayor and City Council. The City Council may 

choose to consider, or not consider, this benefit enhancement.  If a LACERS benefit is to be adopted, 

enhanced, or changed, the City Council is required to obtain an actuarial cost study of the benefit to be 

adopted.   

 

As administrator of the Plan benefits, LACERS can raise issues of concern that have been articulated 

by our Membership and provide subject matter expertise to the City from an administrator’s perspective. 

LACERS facilitates the gathering and sharing of information and remains impartial, neither advocating 

for, nor against, any benefit proposal.  

 

 

Discussion 

 

Following the Board’s approval of the actuarial cost study in August 2022, LACERS met separately with 

the Retired Los Angeles City Employees’ Association, Inc (RLACEI) and the City Administrative Office 

to solicit input into the development of parameters of the actuarial cost study and to discuss the impact 

on administering various benefit options. LACERS’ mandate pursuant to the City Charter is timely 

payment of monthly retirement benefits, therefore the parameters of the actuarial study for any 

proposed benefit must be aligned to permit the benefit to be administered reliably with minimal 

dependency on external data or complicated processes. The following options were discussed with the 

above-mentioned administrative considerations: 

1) Reimbursement of IRMAAs from excess subsidies – this option first requires the calculation of 

the excess subsidy, already a complex calculation which is dependent upon the individual’s 

health plan selected, the number of dependents, the age of covered lives, the subsidy level, the 

medical premium cost, and other factors. 

➢ A feasible alternative establishes a direct reimbursement amount, independent of the subsidy 

calculation, which is straight-forward and in line with the methodology currently used for 

reimbursement of the basic Part B premiums. Aside from the administrative efficiency, this 

ensures Members with Medicare Part A&B coverage always receive a Part B premium 

reimbursement, even if their premiums exceed their subsidy. Typically, Members with lower 

years of service, and/or in a high-cost medical plan, or with dependents, will need to pay a 

portion of the medical plan premiums.  

2) Reimbursement of IRMAAs based on the retirees’ modified adjusted gross income (MAGI) from 

their federal tax return -- This proposal from our Members was paired with the concept of using 

the excess subsidies to pay for an individual retirees’ IRMAAs. A misconception of the excess 

subsidy is that these excess amounts are retained by LACERS, essentially resulting in a 

“windfall” for LACERS. However, the City Contribution is actuarially calculated based on past 

health plan experience and health plan valuation assumptions that reflect that the average 

members’ health plan premiums are less than their health subsidies. Therefore, the plan sponsor 

pays LACERS the aggregate of the expected medical premium costs, not the aggregate of the 

Members’ subsidies, resulting in the lack of excess subsidies to retain in the LACERS Plan.  
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LACERS: SECURING YOUR TOMORROWS 

• A retirees’ MAGI will likely include income from non-LACERS sources, such as spousal 

income, income from other employers, and income from the individual’s investments.  

Inherently, the LACERS retirement benefit was established by the plan sponsor as part of 

the benefit package to compensate employees’ service to the City of Los Angeles. 

➢ A feasible alternative is to calculate the allowable Part B premium reimbursement based 

on the Member’s retirement income from LACERS defined benefit plan. This option bases 

the reimbursement on LACERS’ records rather than creating a reliance on the Member 

to submit records of their federal MAGI.  

 

These alternatives represent administratively feasible options for LACERS which became the basis for 

the actuarial cost study parameters.  Segal was asked to provide the cost of providing the basic Part B 

premium reimbursement to the retirees with Part B only coverage, and the cost of providing 

reimbursements for each of the five IRMAA bracket levels based on LACERS’ census data as the latest 

valuation ending June 30, 2022.  With the upcoming Actuarial Experience study and potential changes 

in actuarial assumptions, this report will need to be updated should the City Council move to adopt 

these benefits.  

 

Outreach on this issue has included an educational campaign about IRMAAs in a special webinar on 

Medicare basics with an IRMAA emphasis conducted on March 30, 2023; additional content is posted 

on our website; and newsletters and eBlasts were distributed to Active and Retired Members. For 

today’s presentation by Segal, LACERS notified representatives of CAO and RLACEI of this agenda 

item.  With the Board’s approval, follow-up discussions on the cost study will be conducted with the 

CAO and RLACEI.  The recording of Segal’s presentation will be made available on the LACERS 

website and promoted in eblasts, paycheck flyers, and will include a solicitation for comments from 

Members. Additionally, a meeting inviting Members’ and stakeholders’ feedback on the cost study will 

be conducted in-person and virtually.  LACERS expects to report back to the Board in July/August with 

our findings. 

 

Prepared By: Dale Wong-Nguyen, Assistant General Manager 

 

 

NMG/DW 

 

Attachments:  1. Segal Report – LACERS Part B Premium Reimbursement – Income Related Monthly 

Adjustment Amount (IRMAA) Study dated May 26, 2023  

2. LACERS Board Report of August 9, 2022 - INCOME-RELATED MONTHLY ADJUSTMENT 

AMOUNTS (IRMAA) AND MEDICARE PART B ONLY REIMBURSEMENT CONSIDERATION 

AND POSSIBLE COMMITTEE ACTION  

 

 

 



 

This report has been prepared at the request of the Board of Administration to assist in administering the Fund. This valuation report may not otherwise be copied 
or reproduced in any form without the consent of the Board of Administration and may only be provided to other parties in its entirety, unless expressly authorized 
by Segal. The measurements shown in this actuarial valuation may not be applicable for other purposes. 

Copyright © 2023 by The Segal Group, Inc. All rights reserved.   
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VIA E-MAIL 
 

June 7, 2023 

 

   
  

      
   
    

Mr. Neil Guglielmo 
General Manager 
Los Angeles City Employees’ Retirement System 
977 North Broadway 
Los Angeles, CA 90012-1728 
 
Re:  Los Angeles City Employees’ Retirement System (LACERS) - Impact of Increasing Retiree Part B Premium 

Reimbursements to Account for the Income Related Monthly Adjusted Amount (IRMAA). 

Dear Neil:  

As requested by the LACERS Board of Administration, Segal has prepared an actuarial analysis of the financial impact of (1) 
increasing the Medicare Part B premium reimbursements provided to retirees with Medicare Parts A and B coverages to account for 
income related adjustments and (2) providing retirees with Medicare Part B only coverage base and income adjusted Part B premium 
reimbursements. The following analysis is based on membership information, assumptions and results developed for the  
June 30, 2022, actuarial valuation. Results will be provided for Parts 1 and 2 separately as well as the combined impact of adopting 
both Parts 1 and 2. 

Background 

Unlike Medicare Part A, which is free for most enrollees, retirees are required to pay a monthly premium for Part B coverage. The 
base Part B premium for 2022 was $170.10 per month1. As shown in the following table, from www.cms.gov, the Part B premium is 
adjusted based on the retiree’s income. 

 

1 The first year Part B reimbursement used in the June 30, 2022, OPEB valuation was $167.50, which reflects half a year of the 2022 premium ($170.10) and half a year of the 2023 
premium ($164.90). Although the analysis in this memo was based on 2022 census data and 2022 retirement allowances, the liabilities presented reflect the decrease to the Part B 
premiums in 2023. 
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Tax Payers who File 
Individual Tax Returns  
with Modified Adjusted  
Gross Income 

Tax Payers who File 
Joint Tax Returns with 
Modified Adjusted Gross 
Income 

Income Related  
Monthly Adjustment 
Amount (IRMAA) 

Total Monthly Premium 
and  
IRMAA Premium 
Level 

<= $91,000 <= $182,000 $0.00 $170.10 
($91,000, $114,000] ($182,000, $228,000] $68.00 $238.10 - Level 1 
($114,000, $142,000] ($228,000, $284,000] $170.10 $340.20 - Level 2 
($142,000, $170,000] ($284,000, $340,000] $272.20 $442.30 - Level 3 
($170,000, $500,000] ($340,000, $750,000] $374.20 $544.30 - Level 4 
Over $500,000 Over $750,000 $408.20 $578.30 - Level 5 

Part 1 – Retirees with Medicare Parts A & B 

Currently, LACERS provides retirees who are enrolled in Medicare Parts A & B a Part B premium reimbursement equal to the base 
monthly premium, $170.10 per month in 2022. This proposal would increase the Part B premium reimbursement from the basic 
premium to the lesser of (1) their actual premium paid, or (2) the IRMAA level premium corresponding to their LACERS retirement 
allowance based on the individual filing table. For example, a retiree filing individually who has a $200,000 per year income 
comprised of a LACERS pension benefit of $140,000 per year and income from other sources of $60,000 per year would receive a 
reimbursement equal to the lesser of (1) their actual premium of $544.30 per month (based on total income) or (2) $340.20 per 
month (based on their LACERS retirement allowance and the individual filing table). For retirees filing individual tax returns, the 
IRMAA level premium based on their LACERS retirement allowance will be less than or equal to their actual Part B premium because 
their LACERS retirement allowance will be less than or equal to their total retirement income.   

However, for married members, it is possible for their actual premium to be lower than the IRMAA level premium corresponding to 
their LACERS retirement allowance based on the individual filing table. Suppose the retiree in the example above had the same 
LACERS pension benefit of $140,000 per year but was married. Further assume that the total household income for the couple was 
$200,000 per year. In that case, the monthly reimbursement from LACERS would be the lesser of (1) the actual premium paid of 
$238.10 (based on total income and joint tax return income level) or (2) $340.20 per month (based on their LACERS retirement 
allowance and the individual filing table). Even though the description of the benefit enhancement references the individual filing table 
and only the LACERS retirement allowance, the “lesser of their actual premium paid” language results in the retiree’s filing status 
(and household income if married) being relevant to this analysis. 

LACERS staff has requested Segal to provide five scenarios for consideration. Each scenario incorporates an additional maximum or 
cap related to the 5 IRMAA premium levels. For example, the first scenario would provide a Part B premium reimbursement that is 
the lesser of (1) the actual premium paid or (2) the IRMAA level premium corresponding to their LACERS retirement allowance 
based on the individual filing table, or (3) the IRMAA level 1 premium ($238.10 per month). The second scenario would replace the 
maximum in part (3) of the prior sentence with the IRMAA level 2 premium, and so on. Because the fifth scenario uses the highest 
IRMAA premium, it is essentially the uncapped or no-limit scenario.  
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The following table provides the impact of these scenarios on the Unfunded Actuarial Accrued Liability (UAAL), the Funded Ratio, 
and the Actuarially Determined Employer Contribution2 (ADC) from the June 30, 2022, OPEB valuation report for the total Plan (i.e., 
Tier 1 and 3 combined. 

Table 1 – IRMAA Enhancements for Retirees eligible for Medicare Parts A and B 

 
2 This is equal to the normal cost plus the UAAL contribution rate.  

As shown in Table 1 above, the Unfunded Actuarial Accrued Liability increases by $27.1 million in Scenario 1 and up to $54.2 million 
in Scenario 5. A $54.2 million increase represents an increase of 1.5% to the overall actuarial accrued liability. Scenarios 4 and 5 are 
identical because no LACERS retirement allowance for current Parts A and B retirees exceeded $500,000. The ADC (assuming July 
15 payment) when expressed as a percentage of payroll was 3.93% before any change and ranges from 4.05% in Scenario 1 to 
4.18% in Scenario 5. Per LACERS’ funding policy, the additional accrued liability resulting from the IRMAA enhancement (Plan 
Amendment) would be amortized over a 15-year period. Row 8 provides the impact on the plan’s normal cost. The higher normal 
cost would be an ongoing cost that would continue after the 15-year period needed to fund the impact on the UAAL. Row 9 provides 
the UAAL amortization cost related to the IRMAA plan change. The amortization costs related to the enhancement are the bulk of the 
increase to the ADC and would end once the 15-year amortization period is over. In dollar terms, the July 15 ADC increases range 
from $2.9 million in Scenario 1 to $5.8 million in Scenario 5.    

The following table provides the distribution of the current 9,688 Medicare A & B retirees (over 65 as of June 30, 2022), based on 
how their LACERS retirement allowance relates to the individual income brackets used to determine the IRMAA levels.  

Unfunded Actuarial Accrued Liability
and Funded Status ($ in millions)

June 30, 2022 
Valuation

Scenario 1 Scenario 2 Scenario 3 Scenario 4 Scenario 5

1. Actuarial Accrued Liability 3,580.7$              3,607.8$              3,625.9$              3,632.5$              3,634.9$              3,634.9$              
2. Actuarial Value of Assets 3,473.0$              3,473.0$              3,473.0$              3,473.0$              3,473.0$              3,473.0$              
3. Unfunded Actuarial Accrued Liability 107.7$                 134.8$                 152.9$                 159.6$                 161.9$                 161.9$                 
4. Increase to UAAL -$                    27.1$                  45.2$                  51.8$                  54.2$                  54.2$                  
5. Funded Ratio 96.99% 96.26% 95.78% 95.61% 95.55% 95.55%
Acturaially Determined Contribution ($ in millions)
6. Normal Cost from June 30, 2022 Valuation 81.0$                   81.0$                   81.0$                   81.0$                   81.0$                   81.0$                   
7. Amortization of June 30, 2022 UAAL 7.4                      7.4                      7.4                      7.4                      7.4                      7.4                      
8. Additional Normal Cost from plan change -                      0.6                      1.0                      1.2                      1.2                      1.2                      
9. 15-Year Amortization of plan change -                      2.3                      3.8                      4.4                      4.6                      4.6                      
10. Total ADC (BOY) 88.4$                   91.3$                   93.3$                   94.0$                   94.2$                   94.2$                   
11. Total ADC (BOY) as % of Payroll 3.92% 4.04% 4.13% 4.16% 4.17% 4.17%
12. Total ADC (July 15) 88.7$                   91.6$                   93.5$                   94.2$                   94.5$                   94.5$                   
13. Total ADC (July 15) as % of Payroll 3.93% 4.05% 4.14% 4.17% 4.18% 4.18%
14. Total ADC (end of pay period) 91.5$                   94.5$                   96.5$                   97.2$                   97.5$                   97.5$                   
15. Total ADC (end of pay period) as % of Payroll 4.05% 4.18% 4.27% 4.30% 4.32% 4.32%
16. Increase to ADC (July 15) 2.9$                    4.8$                    5.5$                    5.8$                    5.8$                    
17. Increase to ADC (July 15) as % of Payroll 0.12% 0.21% 0.24% 0.25% 0.25%
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2022 LACERS  

Retirement Allowance 
IRMAA  

Premium Level 
Number of 

Current Medicare 
A & B Retirees 

Percentage of 
Total 

<= $91,000 Base 8,223 85% 
($91,000, $114,000] $238.10 - Level 1 802 8% 

($114,000, $142,000] $340.20 - Level 2 392 4% 
($142,000, $170,000] $442.30 - Level 3 182 2% 
($170,000, $500,000] $544.30 - Level 4 89 1% 

Over $500,000 $578.30 - Level 5 0 0 
 Total 9,688 100% 

8,233 (85%) of the 9,688 current Medicare A & B retirees receive a LACERS retirement benefit that is less than or equal to $91,000. 
These retirees would not be impacted by the IRMAA enhancement. Of the 1,465 retirees (15%) who could potentially receive an 
IRMAA enhancement based on their LACERS retirement allowance, 1,038 (71%) are married or have a domestic partner. As noted 
earlier, the actual premium for a married retiree could be less than the IRMAA level premium corresponding to their LACERS 
retirement allowance based on the individual filing table. We relied on the LACERS pension data to determine which retirees are 
married (filing a joint tax return) but needed to make assumptions about household income to assess how household income could 
affect the results. After taking into consideration that LACERS employees do not contribute to Social Security, the population that is 
impacted are high earners, and that roughly 72% of the Part A & B retirees who have a LACERS retirement allowance that exceeds 
$91,000 per year are males; we estimated household income to be 1.8 times each retiree’s LACERS retirement allowance. It’s worth 
noting that an estimate of 2.0 for household income (as a ratio of LACERS retirement allowance) provides the largest liability and any 
parameter for household income that’s greater than 2.0 times the LACERS retirement allowance produces the same results as using 
the 2.0 assumption. We believe using a factor of 2.0 would be overly conservative and that a factor of 1.8 is more reasonable and still 
includes some margin for conservatism. To help illustrate the sensitivity of this assumption, we note that an assumption of 1.5 for 
household income (as a ratio of LACERS retirement allowance) would have produced an additional UAAL of $36.1 million in 
Scenario 5 (versus $54.2 million) and a July 15 ADC of 4.10% instead of 4.18%.  

Part 2 – Retirees with Medicare Part B Only  

Currently, eligible retirees with Medicare Part B only coverage receive health and dental subsidies but are not eligible for a Part B 
premium reimbursement. In the June 30, 2022, OPEB valuation, there were 1,375 retirees over the age of 65 with Part B plans or 
Part B waiver plans (583 Part B + 792 Part B waiver coverage) who were not receiving a Part B reimbursement. Part 2 of this 
analysis provides six scenarios. The first scenario determines the financial impact of providing the 1,375 Part B only retirees the base 
Part B premium. The additional scenarios are labeled Scenarios 1 through 5 because they reflect the impact of also reimbursing 
income related adjustments, in a manner similar to the five scenarios in Part 1.  
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Table 2 - IRMAA Enhancements for Retirees eligible for Medicare Part B Only 

 

As shown in Table 2 above, the Unfunded Actuarial Accrued Liability increases by $31.6 million in the initial scenario (Base Part B 
premium reimbursement provided to the Part B only retirees). The additional UAAL increases to $36.6 million Scenario 5. A $36.6 
million increase represents an increase of 1.0% to the overall actuarial accrued liability. The July 15 ADC as a percentage of payroll 
was 3.93% before any change and ranges from 4.04% in the initial scenario up to 4.06% in Scenario 5. In dollar terms, the increase 
to the July 15 ADC ranges from $2.7 million to $3.1 million. No additional normal cost was modeled for Part 2 because all current 
active employees are assumed to be eligible for Medicare Parts A and B. Similarly, all inactive vested members and retirees who 
were younger than 65 are assumed to be eligible for Medicare Parts A and B at age 65. Table 2 incorporates the same 1.80 ratio for 
estimating household income for married individuals.  An assumption of 1.5 for household income (as a ratio of LACERS retirement 
allowance) would have produced an additional UAAL of $35.4 million in Scenario 5 (versus $36.6 million) and the same July 15 ADC 
of 4.06% for Scenario 5.  

 

 

 

 

Unfunded Actuarial Accrued Liability
and Funded Status ($ in millions)

June 30, 2022 
Valuation

 Base Part B 
Premium Only 

Scenario 1 Scenario 2 Scenario 3 Scenario 4 Scenario 5

1. Actuarial Accrued Liability 3,580.7$              3,612.3$              3,615.0$              3,616.6$              3,617.2$              3,617.3$              3,617.3$              
2. Actuarial Value of Assets 3,473.0$              3,473.0$              3,473.0$              3,473.0$              3,473.0$              3,473.0$              3,473.0$              
3. Unfunded Actuarial Accrued Liability 107.7$                 139.3$                 142.0$                 143.7$                 144.2$                 144.3$                 144.3$                 
4. Increase to UAAL -$                    31.6$                  34.3$                  35.9$                  36.5$                  36.6$                  36.6$                  
5. Funded Ratio 96.99% 96.14% 96.07% 96.03% 96.01% 96.01% 96.01%
Acturaially Determined Contribution ($ in millions)
6. Normal Cost from June 30, 2022 Valuation 81.0$                   81.0$                   81.0$                   81.0$                   81.0$                   81.0$                   81.0$                   
7. Amortization of June 30, 2022 UAAL 7.4                      7.4                      7.4                      7.4                      7.4                      7.4                      7.4                      
8. Additional Normal Cost from plan change -                      -                      -                      -                      -                      -                      -                      
9. 15-Year Amortization of plan change -                      2.7                      2.9                      3.0                      3.1                      3.1                      3.1                      
10. Total ADC (BOY) 88.4$                   91.1$                   91.3$                   91.5$                   91.5$                   91.5$                   91.5$                   
11. Total ADC (BOY) as % of Payroll 3.92% 4.03% 4.04% 4.05% 4.05% 4.05% 4.05%
12. Total ADC (July 15) 88.7$                   91.4$                   91.6$                   91.7$                   91.8$                   91.8$                   91.8$                   
13. Total ADC (July 15) as % of Payroll 3.93% 4.04% 4.05% 4.06% 4.06% 4.06% 4.06%
14. Total ADC (end of pay period) 91.5$                   94.2$                   94.5$                   94.6$                   94.7$                   94.7$                   94.7$                   
15. Total ADC (end of pay period) as % of Payroll 4.05% 4.17% 4.18% 4.19% 4.19% 4.19% 4.19%
16. Increase to ADC (July 15) 2.7$                    2.9$                    3.0$                    3.1$                    3.1$                    3.1$                    
17. Increase to ADC (July 15) as % of Payroll 0.11% 0.12% 0.13% 0.13% 0.13% 0.13%



 

Los Angeles City Employees’ Retirement System   
Part B Premium Reimbursement – IRMAA Study 

 7 
 

 
 

2022 LACERS  
Retirement Allowance 

IRMAA  
Premium Level 

Number of Current Medicare 
Part B Only Retirees  

Percentage of Total 

<= $91,000 Base 1,045 76% 
($91,000, $114,000] $238.10 - Level 1 177 13% 

($114,000, $142,000] $340.20 - Level 2 100 7% 
($142,000, $170,000] $442.30 - Level 3 34 2% 
($170,000, $500,000] $544.30 - Level 4 19 1% 

Over $500,000 $578.30 - Level 5 0 0 
 Total 1,375 100% 

The table above shows that 1,045 (76%) of the 1,375 current Medicare Part B only retirees receive a LACERS retirement benefit that 
is less than or equal to $91,000. These retirees would not be impacted by the IRMAA enhancements. However, all 1,375 would 
benefit from receiving the base Part B premium reimbursement which they currently do not receive.  

Part 3 – Combined Impact of Part 1 and Part 2 Enhancements 

Table 3 – Base Part B Premium Enhancement for Retirees with Part B Only and IRMAA Enhancements for both Retirees 
with Parts A & B and Retirees with Part B Only  

 

Unfunded Actuarial Accrued Liability
and Funded Status ($ in millions)

June 30, 2022 
Valuation

 Base Part B 
Premium Only 

Scenario 1 Scenario 2 Scenario 3 Scenario 4 Scenario 5

1. Actuarial Accrued Liability 3,580.7$              3,612.3$              3,642.1$              3,661.8$              3,669.0$              3,671.5$              3,671.5$              
2. Actuarial Value of Assets 3,473.0$              3,473.0$              3,473.0$              3,473.0$              3,473.0$              3,473.0$              3,473.0$              
3. Unfunded Actuarial Accrued Liability 107.7$                 139.3$                 169.1$                 188.9$                 196.0$                 198.5$                 198.5$                 
4. Increase to UAAL -$                    31.6$                  61.4$                  81.1$                  88.3$                  90.8$                  90.8$                  
5. Funded Ratio 96.99% 96.14% 95.36% 94.84% 94.66% 94.59% 94.59%
Acturaially Determined Contribution ($ in millions)
6. Normal Cost from June 30, 2022 Valuation 81.0$                   81.0$                   81.0$                   81.0$                   81.0$                   81.0$                   81.0$                   
7. Amortization of June 30, 2022 UAAL 7.4                      7.4                      7.4                      7.4                      7.4                      7.4                      7.4                      
8. Additional Normal Cost from plan change -                      -                      0.6                      1.0                      1.2                      1.2                      1.2                      
9. 15-Year Amortization of plan change -                      2.7                      5.2                      6.9                      7.5                      7.7                      7.7                      
10. Total ADC (BOY) 88.4$                   91.1$                   94.2$                   96.3$                   97.1$                   97.3$                   97.3$                   
11. Total ADC (BOY) as % of Payroll 3.92% 4.03% 4.17% 4.26% 4.30% 4.31% 4.31%
12. Total ADC (July 15) 88.7$                   91.4$                   94.5$                   96.6$                   97.3$                   97.6$                   97.6$                   
13. Total ADC (July 15) as % of Payroll 3.93% 4.04% 4.18% 4.28% 4.31% 4.32% 4.32%
14. Total ADC (end of pay period) 91.5$                   94.2$                   97.5$                   99.6$                   100.4$                 100.7$                 100.7$                 
15. Total ADC (end of pay period) as % of Payroll 4.05% 4.17% 4.32% 4.41% 4.44% 4.46% 4.46%
16. Increase to ADC (July 15) 2.7$                    5.8$                    7.9$                    8.6$                    8.9$                    8.9$                    
17. Increase to ADC (July 15) as % of Payroll 0.11% 0.25% 0.35% 0.38% 0.39% 0.39%
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As shown in Table 3, the Unfunded Actuarial Accrued Liability increases by $31.6 million in the initial scenario (Base Part B premium 
reimbursement provided to the Part B only retirees). Because this first scenario is unique to Part 2 of the analysis, the initial scenario 
in the combined table is identical to the initial scenario in Part 2. The additional UAAL increases to $90.8 million in Scenario 5. A 
$90.8 million increase represents an increase of 2.5% to the overall actuarial accrued liability. The July 15 ADC when expressed as a 
percentage of payroll was 3.93% before any change and ranges from 4.04% in the initial scenario up to 4.32% in Scenario 5. In 
dollar terms, the increase to the July 15 ADC ranges from $2.7 million to $8.9 million. Table 3 incorporates the 1.80 ratio for 
estimating household income for married individuals.  An assumption of 1.5 for household income (as a ratio of LACERS retirement 
allowance) would have produced an additional UAAL of $71.5 million in Scenario 5 (versus $90.8) and a July 15 ADC of 4.23% 
instead of 4.32%.  

Data, Assumptions and Methods 

The analysis provided is based on membership information, assumptions and results developed for the June 30, 2022, OPEB 
actuarial valuation. Data for retirement allowance and marital status was gathered from the June 30, 2022, LACERS pension 
valuation data. For Part 1 of the analysis, we assumed the IRMAA enhancements for active employees, inactive vested members, 
and retirees who are under the age of 65 as of June 30, 2022, will have a similar distribution as the IRMAA levels for current 
Medicare A & B retirees over the age of 65 as of June 30, 2022 . In other words, the liability increase for the current Medicare A & B 
retirees was used to model the costs of the Part B reimbursements for future Medicare A & B retirees. Part B reimbursements are 
currently not provided to survivors or dependents, and we have assumed that is also the case for these proposed enhancements. We 
assumed the benefit enhancements will be effective July 1, 2023. A delay of an extra year would not have produced materially 
different results. The 1.8 factor used to estimate household income for married participants is discussed on page 4. Finally, we 
assumed the post-July 1 LACERS retirement allowances after cost-of-living-adjustment (COLA) would be used to set the Part B 
subsidies for the 12-month period beginning July 1 to the following June 30. In other words, we used a conservative assumption 
regarding the administration of the benefit and how the timing of the LACERS COLA will interact with the proposed IRMAA 
enhancements.   
 
The undersigned are members of the American Academy of Actuaries and are collectively qualified to render the actuarial opinion 
contained herein. We look forward to discussing these results with you. Please let us know if you have any questions. 

Sincerely, 
 
 

 

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

Andy Yeung, ASA, EA, MAAA, FCA 
Vice President & Actuary 

 
 

 

Mehdi Riazi, FSA, EA, MAAA, FCA 
Vice President & Consulting Actuary 

 

AYY/jl/hy 
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LACERS: SECURING YOUR TOMORROWS 

Recommendation  

That the Board to approve the following: 

1. Authorize a budgetary expenditure and direct LACERS plan actuary, the Segal Company, to
conduct an actuarial cost study to explore the Medicare Part B Income-Related Monthly
Adjustment Amount (IRMAA) and the Medicare Part B (Medical) reimbursements; and

2. Share this report with the Office of the City Administrative Officer (CAO).

Executive Summary 

LACERS consistently receives feedback from Members requesting a change to the LACERS benefit to 

allow for the medical subsidy to reimburse Members’ Medicare Part B Income-Related Monthly 

Adjustment Amounts (IRMAAs), and to reimburse the Medicare Part B basic premiums for LACERS 

Members who started City employment prior to April 1, 1986 and are currently excluded from 

reimbursement. Due to the increased interest by our Members, and the largest City retiree association, 

a report to the Benefits Administration Committee (BAC) was submitted on these two issues.  

Discussion 

At a special meeting held on August 9, 2022, staff presented to the BAC recommendations regarding 
the Income-Related Monthly Adjustment Amount (IRMAA) and Medicare Part B Only reimbursement 
as described in the attached Committee report. The Committee discussed the options presented and 
directed staff to forward the proposed recommendations herein to the Board. 

BOARD Meeting: 6/13/23
Item: X - B
Attachment: 2
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LACERS: SECURING YOUR TOMORROWS 

Strategic Plan Impact Statement 

 

The IRMAA and Medicare Part B reimbursement recommendation supports LACERS Strategic Plan 

Goal to improve value and minimize costs of Members’ health and wellness benefits. 

 

Prepared By: Ada Lok, Senior Benefits Analyst I, Glen Malabuyoc, Senior Benefits Analyst I, Margaret 

Drenk, Senior Benefits Analyst II, and Karen Freire, Chief Benefits Analyst. 

 

NMG/DWN/AL 

 

Attachment:   1. August 9, 2022 Benefits Administration Committee Report 

    



REPORT TO BENEFITS ADMINISTRATION COMMITTEE
From: Neil M. Guglielmo, General Manager

MEETING: AUGUST 9, 2022
ITEM: V

SUBJECT: INCOME-RELATED MONTHLY ADJUSTMENT AMOUNTS (IRMAA) AND MEDICARE
PART B ONLY REIMBURSEMENT CONSIDERATION AND POSSIBLE COMMITTEE
ACTION

ACTION: CLOSED: CONSENT: RECEIVE & FILE:
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Recommendation

That the Committee provide direction on option(s) to recommend to the Board:

1. Authorize a budgetary expenditure and direct LACERS plan actuary, the Segal Company, to
conduct an actuarial cost study to explore the Medicare Part B Income-Related Monthly
Adjustment Amount (IRMAA) and the Medicare Part B (Medical) reimbursements; and/or

2. Share this report with the Office of the City Administrative Officer (CAO); and/or
3. Direct staff to explore additional Committee recommendations.

Executive Summary

LACERS consistently receives feedback from Members requesting a change to the LACERS benefit to 
allow for the medical subsidy to reimburse Medicare Part B Income-Related Monthly 
Adjustment Amounts (IRMAAs), and to reimburse the Medicare Part B basic premiums for LACERS 
Members who started City employment prior to April 1, 1986 and are currently excluded from
reimbursement. Due to the increased interest by our Members, and the largest City retiree association,
LACERS conducted preliminary research and analysis of these two issues. To enact the requested 
benefit change, an actuarial cost study must be completed and an ordinance adopted by City Council 
and Mayor to effectuate the benefit.

This report provides a preliminary analysis of these issues and recommendation for the Committee to 
provide direction on the commission of the actuarial study and the consideration of the benefit changes.
The key findings of the report include:

IRMAAs

KnightE
New Stamp VIID
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The Medicare Part B premium reimbursement benefit was adopted in the 1980s before IRMAAs 
were contemplated and introduced in 20071.
In a survey of ten California pension plans, three plans, 
system (CalPERS), Water and Power E Plan (WPERP), and San Diego 

(SDCERS) provide reimbursement of Part B IRMAAs 
subsidies, while Los Angeles Fire and Police Pensions (LAFPP) and six other 

plans do not. 
In a survey of 9,874 LACERS Members to ascertain the cost of their IRMAAs, 3,089 or 32% 
responded with 791 or 26% of respondents paying IRMAAs. 
Using the percentage distribution of Members from the survey, applied to the 9,874 Members, 
the estimated additional costs of reimbursing IRMAAs in 2023, adjusted annually based on the 
current Centers for Medicare and Medicaid (CMS) 
income bracket, are: 

o Medicare Parts A and B  $17.5 million for Tiers I and II; $20 million for Tiers I to III; and 
$26 million for all tiers (Table 3) 

Part B Only 

The 1973 ordinance establishing the Retiree Health Program included providing reimbursement 
of Medicare Part B reimbursement to Members enrolled in Medicare Parts A (Hospitalization) 
and B (Medical); however, the ordinance did not address reimbursements for Part B only 
enrollees. 
There are 1,386 Retired Members with Medicare Part B only. This group will decrease over time. 
Out of three City Pension Systems providing retiree health benefits, only the Department of 
Water and Power provides Medicare Part B only premium reimbursement. 
The estimated costs of providing Part B Members with reimbursement of basic rates plus IRMAA, 
to be adjusted annually based on CMS rates, are: 

o Medicare Part B only  $2.5 million for Tiers I and II; $2.8 million for Tiers I to III; and $3.7 
million for all tiers (Table 5) 

The Los Angeles Administrative Code (LAAC) Section 4.1113 and 4.1128 authorizes LACERS to 
reimburse the Medicare Part B basic premium to Retired LACERS Members (Members) enrolled in 
Medicare Parts A and B, enrolled in a LACERS Senior Plan, and receiving LACERS medical subsidy. 
Any required Medicare premiums that Members must pay, outside of the authority listed in the LAAC, 
Members are not reimbursed. This includes Members who started employment prior to April 1, 1986, 
who did not contribute to Medicare Part A, and are also required to enroll in Medicare Part B, but are 
not reimbursed the basic premium. 

Some Members pay additional premium amounts called the Income-Related Monthly Adjustment 
Amounts (IRMAAs) based on their taxable income and could be based n
retirement allowance from LACERS, but also include: 
employment earnings, profit made from a business activity, investment income from properties or 
investments, capital gains on the sale of property or any related income reported to the Internal 

 
1 Section 1839 of the Social Security Act (as amended by section 811 of the Medicare Modernization Act) creates an income-related 
reduction in Part B premium subsidies effective January 2007. 



Page 3 of 9 

Revenue Service (IRS). For Members to comply with Medicare, they are required to not just pay for the 
basic Medicare Part B premium, but if required, also the IRMAA. Because the IRMAA is based on the 

taxable income, LACERS is unable to determine the number of Members who pay IRMAA. 
Therefore, LACERS conducted a survey to determine the number of Members impacted by IRMAA, as 
well as the annual cost for IRMAA reimbursement. 

Discussion 

IRMAA 

LACERS administers medical insurance plans for its early retirees (age 55  64) and Medicare-eligible 
retirees (age 65+).  For Medicare-eligible retired Members and their health plan dependents, LACERS 
offers medical plans that integrate Medicare Part B and Medicare Parts A and B benefits.  LACERS 

plan, they also enroll in Medicare Part D (Prescription Drug). 

On or after April 1, 1986, the City of Los Angeles (City) and its employees are required to pay into 
Medicare for employees hired when the requirement for all agencies to pay into Medicare was enacted.  
For these employees, once they achieved 40 credits with Medicare, they are eligible to receive 
Medicare Part A at no cost. Employees hired before this date are not eligible for Medicare Part A 
through their City employment but may be eligible through a spouse or employment outside of the City.  

Once a Member or health plan dependent qualifies for Medicare, in order to continue coverage in a 
LACERS medical plan, the LAAC requires them to enroll in Medicare Part B (Medical), and if eligible to 
receive it for free, Part A (Hospitalization).   

When enrolling in Medicare Part B, Members and their dependents must pay the Part B premium out-
of-pocket. The premium cost can change every year and the amount can be different for each person. 
There is a basic premium that everyone must pay and, depending on income and tax filing status, there 
may be additional premium costs called Income-Related Monthly Adjustment Amounts (IRMAAs). For 
2022, the basic premium is $170.10 and premiums with IRMAAs range from $238.10 to $578.30.  The 
premiums fall into six premium tiers as listed in Table 1.  

Table 1.  2022 Medicare Part B Premiums 
 

Premium 
Tier 

Filed individual 
tax return 

Filed joint tax 
return 

Filed married & 
separate tax 

return 

Member Monthly 
Premium
(in 2022)* 

I $91,000 or less $182,000 or less $91,000 or less $170.10 

II
above $91,000 up 

to $114,000 
above $182,000 
up to $228,000 

Not applicable $238.10 
 

III
above $114,000 
up to $142,000 

above $228,000 
up to $284,000 

Not applicable $340.20 
 

IV 
above $142,000 
up to $170,000 

above $284,000 
up to $340,000 

Not applicable $442.30 
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V 

above $170,000 
and less than 

$500,000 

above 
$340,000 and 

less than 
$750,000 

above 
$91,000 and less 

than $409,000 

 
$544.30 

 

VI 
$500,000 or 

above 
$750,000 or 

above 
$409,000 or 

above 
$578.30

 
Note: IRMAAs are calculated based on the highest income of the tax returns filed two years prior. 

Medicare's coverage of Part A (Hospitalization) significantly lowers LACERS' cost for premiums for 
senior plans, which may be the reason that Members enrolled in both Medicare Parts A and B are 
reimbursed for the monthly Medicare Part B basic premiums.  This benefit is only available to the retired 
Member, not their health plan dependents or survivors. 

Cost of IRMAAs 

LACERS requires that Members show proof of Medicare enrollment when enrolling in a LACERS senior 
plan or participating in the Medical Premium Reimbursement Program.  Acceptable proof is a copy of 
their Medicare card or entitlement letter from Social Security.  These documents indicate that a Member 
has been successfully enrolled in Medicare, but does not provide insight into their Medicare Part B 

to determine the potential cost of reimbursing Medicare Part B premiums beyond the standard premium. 
-of-

pocket Part B premium costs, including IRMAAs, and to provide the information to the City for 
consideration in amending the current Part B premium reimbursement benefit.  

On November 1, 2021, a Medicare Part B Premium Survey was mailed out to Members receiving a 
 

Survey Methodology 

With the assistance of the LACERS health and welfare consultant, Keenan & Associates, staff created 
a two-question Medicare Part B Premium Survey and distributed by first-class mail to 9,784 Retired 
Members who are currently receiving a Part B premium reimbursement.  To maintain confidentiality, 
code numbers were used to identify the completed surveys and no personal identifiers were used.   

In addition, the self-mailer contained an explanation of the purpose of the survey and instructions for 
completing the survey by mail or by accessing an online version provided through a link to the LACERS 
website. Members were asked two questions: 1) are you a retired LACERS Member currently enrolled 
in Medicare Parts A and B and receiving a Medicare Part B premium reimbursement? 2) what amount 
best describes your Medicare Part B premium, including any IRMAA costs (do not include Medicare 
Part D IRMAAs)?   

Survey Results 

A total of 3,089 completed surveys (2,551 or 82.6% via mail and 538 or 17.4% online) were received, 
or a 32% response rate, which is considered an acceptable percentage for validity based on the size 
of the population surveyed.  A breakout of the responses is shown in Table 2. 
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Table 2.  Medicare Part B Premium Survey Results 

2021 Part B 
Premium Tier 

Member Reported 
Premium Amounts* 

Number of 
Members Paying 

Premium Tier 

Percentage of Members 
Paying Premium Tier 

I 
(Basic) $148.50 2,298 74.4% 

II $207.90 to $279.70 283 9.2% 
III $297.00 to $348.00 193 6.2% 
IV $386.10 to $462.70 143 4.6% 

V and VI** 

$475.20 to $494.67 
and 

$504.90 to $545.90 172 5.6% 
Totals  3,089 100.0% 

*The bolded amounts in this column are the usual premium for Members within the associated income 
bracket. Although most Members within the different income brackets pay the usual amount, a few 
Members reported different premiums.  Some Members pay amounts other than those listed for various 

 the late Part B enrollment penalty or the Medicare Part 

increases for certain individuals to an amount that does not decrease their Social Security benefit. This 
provision comes into effect when the Social Security cost-of-living adjustment is low, and the Medicare 

 

**Tiers V and VI were combined because the difference between the premium amounts is much less 
than between the other tiers. 

As shown in Table 3, LACERS has identified 9,784 Members who are receiving a Medicare Part B 
premium reimbursement.  Based on the survey responses, it is estimated that about 26% of LACERS 
Members pay IRMAAs.   

 
Table 3.  Estimated 2022 and 2023*** Part B Premium Payments 

2022 
Part B 

Premium 
Tier 

 
Basic/IRMAA 

Premium 
Amounts 

Estimated 
Number of 
Members 

Paying 
Premium 
Amount 

% of 
Members 

Paying 
Premium 
Amount 

Total Monthly 
Basic/IRMAA 

Payment 
Estimate (Tier 

II-VI 
incremental) 

Total Annual 
Basic/IRMAA 

Payment 
Estimate (Tier 

II-VI 
incremental) 

Running Total 
of Part B with 

IRMAA 
Premium 

Costs 

I
(Basic) 

 
$170.10 

 
7,280 

 
74.4% 

 
$1,238,328 

 
$14,859,936 

 
$14,859,936 

II 
 

$238.10 
 

900 
 

9.2% 
 

$   214,290 
 

$  2,571,480 
 

$17,431,416
III       
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$340.20 606 6.2% $   206,161 $  2,473,932 $19,905,348 

IV 
 

$442.30 
 

450 
 

4.6% 
 

$   199,035 
 

$  2,388,420 
 

$22,293,768 

V and VI
$544.30 and 

$578.30 
(ave. $561.30) 

548 5.6% $   307,592 $  3,691,104

 
$25,984,872 

Totals  9,784 100% $2,165,406 $25,984,872  
Projected Cost of IRMAAs $    927,078 $11,124,936 

Projecting future costs can be difficult because the number of LACERS Members enrolled in Medicare 
Parts A and B change continuously, and the Part B premiums and IRMAA income brackets can change 

xample, in 2022, the income threshold 
used to assess IRMAAs changed from $88,000 to $91,000 for those filing individual tax returns. 
Additionally, when IRMAAs are assessed, both Medicare Part B and Medicare Part D premiums are 
increased by the surcharge.  

*** Centers for Medicare and Medicaid (CMS) released a report recently and projected no increase in 
the 2023 Medicare Part B standard/basic premium.   

MEDICARE PART B ONLY 

The City began reimbursing Medicare Part B basic premium to retirees who had Medicare Parts A and 
B in accordance with the ordinance which established the Retiree Health Insurance Program in October 
1973. Retired Members with Medicare Part B only are not reimbursed their Part B basic premium as 
the Los Angeles Administrative Code Section 4.1113 (b) limits the reimbursement to Retired Members 
with Medicare Parts A and B. The reason that only those who have Medicare Parts A and B have been 
reimbursed may be t
significantly lowers medical plan premium costs, i.e. the senior plans which require enrollees to have 
Parts A and B have much lower premiums than non-senior Part B only plans. 

As of June 30, 2022, there are 1,386 retired Members with Medicare Part B only enrolled in a LACERS-
sponsored medical plan. These retired Members were hired before April 1, 1986, when the requirement 
for all agencies to pay into Social Security pay the Medicare Part A (Medicare tax) was enacted. At that 
time, the City decided not to give these employees the option to pay into their Medicare tax; hence, 
they are not eligible for premium-free Medicare Part A through their City employment. Currently, there 
are 212 full-time and 6 part-time Active Members hired before this date. 
they are not currently eligible for premium-free Medicare Part A through a spouse or employment 
outside of the City.   

The Part B only population is very small and decreasing each year, with reimbursement costs expected 
to follow this same trend. Using the same percentages as the Medicare Part B IRMAA survey was 
used, Table 4 shows an estimate of reimbursement costs of Part B basic premium to the Retired 
Members who have Medicare Part B only.  
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Table 4. Estimated 2022 Medicare Part B Basic Premium Payments Reimbursement 
Retired Members with Medicare Part B only  

2022 Part 
B Premium 

Tier

Basic/IRMAA 
Premium Amounts 

Estimated 
Number of 
Members 

Paying 
Premium 
Amount 

% of 
Members 

Paying 
Premium 
Amount 

 
Total Monthly 

Basic Premium 
Payment 
Estimate 

 
Total Annual 

Basic Premium 
Payment 
Estimate 

I
(Basic) $170.10 1,031 74.4% 

 
$175,373 

 
$2,104,476

II $238.10 128 9.2% $21,773 $261,276 
III $340.20 86 6.2% $14,629 $175,548 
IV $442.30 64 4.6% $10,886 $130,632 

V and VI 
$544.30 and 

$578.30 77 5.6% 
 

$13,098 
 

$157,176 
Totals  1,386 100.0% $235,759 $2,829,108

Table 5 shows a breakout of the reimbursement costs of Part B basic premium and Part B IRMAAs to 
the Retired Members who have Medicare Part B only. 

Table 5. Estimated 2022 Medicare Part B Basic Premium and IRMAA Payments 
Reimbursement  Retired Members with Medicare Part B only 

2022 
Part B 
Premiu
m Tier 

 
Basic/IRMAA 

Premium 
Amounts 

Estimat
ed 

Number 
of 

Member
s 

Paying 
Premiu

m 
Amount 

% of 
Member
s Paying 
Premium 
Amount 

Total Monthly 
Basic/IRMAA 

Payment 
Estimate (Tier 

II-VI 
incremental) 

Total Annual 
Basic/IRMAA 

Payment Estimate  
(Tier II-VI 

incremental) 

Running 
Total of Part 

B with 
IRMAA 

Premium 
Costs 

I 
(Basic) 

 
$170.10 1,031 74.40% $175,373  $2,104,476  $2,104,476 

II $238.10 128 9.20% $30,477  $365,724  $2,470,200 

III $340.20 86 6.20% $29,257  $351,084  $2,821,284 
IV $442.30 64 4.60% $28,307  $339,684  $3,160,968 

V and VI 
$544.30 and 

$578.30 
(ave. $561.30) 

77 5.60% $43,220  
 

$518,640  
 

$3,679,608
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Totals  1,386 100% $306,634  
 

$3,679,608  
   

Projected Cost of IRMAAs $131,261 $1,575,132

Survey of other Retirement Systems 

IRMAA 

In July 2021, LACERS conducted an informal survey of other California public retirement systems to 
determine retirements systems that were providing IRMAA reimbursements. Of the 10 agencies that 
had participated, the Department of Water and Power (WPERP), the San Diego County Employees 
Retirement System (SDCERA)  (CalPERS) 
reimburse their Retired Members their Medicare premiums, including Medicare Part B IRMAAs, with 
the limitation that the reimbursement cannot exceed idy amount. 

CalPERS 
State of CA 

KCERA 
Kern County 

LACERA 
LA County 

LAFPP 
LA Fire Police 

OCERS
Orange County

Reimburses Part B 
IRMAA if there is 
excess subsidy 

No plans to 
reimburse Part B 

IRMAA 

No plans to 
reimburse Part B 

IRMAA 

No plans to 
reimburse Part B 

IRMAA 

No plans to 
reimburse Part B 

IRMAA 
SBCERA 

San Bernardino 
SBCERS 

Santa Barbara 
SDCERA 
San Diego 

SFERS 
San Francisco 

WPERP 
LA Water Power

No plans to 
reimburse Part B 

IRMAA 

No plans to 
reimburse Part B 

IRMAA 

Reimburses Part B 
IRMAA if there is 
excess subsidy 

No plans to 
reimburse Part B 

IRMAA 

Reimburses Part B 
IRMAA if there is 
excess subsidy

Medicare Part B Only Members 

LACERS surveyed LAFPP and WPERP on their reimbursements for Members with Part B Only. The 
Los Angeles Fire and Police Pension currently does not reimburse basic Medicare Part B premiums for 
their Part B only members and the Department of Water and Power Health Benefits, which administers 
health benefits for both their active and retired employees, does reimburse Medicare Part B basic 
premiums, as well as IRMAA, for their Part B only members.  

California, State and Nationwide Public Retirement Systems 

LACERS also reached out to the California Association of Public Retirement Systems (CALAPRS), the 
State Association of County Retirement Systems (SACRS), and National Conference on Public 
Employee Retirement Systems (NCPERS) and received confirmation that no survey had been 
conducted on iding Part B IRMAA and/or Part B 
only reimbursements to retirees. Staff is in the process of creating a short survey so that NCPERS can 
distribute to their members. 

RECOMMENDATION 
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Los Angeles Administrative Code Section 4.1113 (a) states Reimbursement shall be limited to the 
Medicare Part B basic premium (Medical). No reimbursement shall be paid for Medicare Part B costs 

 

LACERS requires that Members enroll in Medicare Part B to maintain coverage in a LACERS medical 
plan. Only Members who are enrolled in Medicare Parts A and B are reimbursed the Part B basic 
premium. However, LACERS consistently receives feedback from two other groups of Members - those 
who are enrolled in Medicare Parts A and B and paying Part B IRMAA premium; and those who are 
enrolled in Medicare Part B only and paying Part B basic and/or Part B IRMAA premiums.  Members 
pay Part B premiums out-of-pocket and, although LACERS subsidizes medical plan premiums based 
on years of Service Credit with the City, the required out-of-pocket IRMAA and/or Part B only premium 

 

IRMAAs did not exist and were not contemplated as part of the benefit when it was adopted. Members 
who were hired before April 1, 1986 lost their eligibility for premium-free Medicare Part A through their 
City employment. As changes occur in the health care environment, it is reasonable that we review our 
benefits program to ensure that we are continuing to provide benefits as they were intended. 

The additional annual costs that could be generated if Medicare Part B IRMAA premiums were to be 
reimbursed cannot be determined by LACERS alone, hence the survey of 9,784 Retired Members was 
conducted with a 32% response rate providing an estimated number of Retired Members who are 
currently paying Medicare Part B IRMAA premiums. This same breakdown of respondents  
was used to estimate the number of Retired Members, out of the 1,386 Retired Members with Medicare 
Part B only and enrolled in a LACERS-sponsored medical plan, who are paying Part B basic and/or 
Part B IRMAA premium. Therefore, staff is recommending that LACERS or the CAO, on behalf of the 
plan sponsor, commission a cost study using actuarial methods to more accurately identify costs of 
reimbursing the basic Medicare Part B for Part B Only Members and IRMAAs for Members who have 
surplus subsidy.  

Strategic Plan Impact Statement 

The IRMAA and Medicare Part B reimbursement recommendation, supports LACERS Strategic Plan 
 

Prepared By: Ada Lok, Senior Benefits Analyst I, Glen Malabuyoc, Senior Benefits Analyst I, Margaret 
Drenk, Senior Benefits Analyst II, and Karen Freire, Chief Benefits Analyst. 

NMG/DW/AL
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REPORT TO BOARD OF ADMINISTRATION MEETING: JUNE 8, 2021 
From: Neil M. Guglielmo, General Manager ITEM:    VI-A     

  

SUBJECT: FEDERAL LEGISLATION IMPACTING RETIREE INCOME AND POSSIBLE BOARD 
ACTION 

ACTION:        CLOSED:        CONSENT:         RECEIVE & FILE:          
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Recommendation 

That the Board authorize staff to: 

Communicate to the Mayor and the City Council the Board's recommendation that the City take a 
position in support of HR 82, Social Security Fairness Act of 2021, and any other bills that would rectify 
inequities resulting from the Windfall Elimination and Government Pension Offset provisions. 

Direct staff, in consultation with City Attorney's Office, to communicate to the City Council regarding the 
impact of excluding Income-Related Adjustment Amounts in Medicare Part B reimbursements for 
LACERS members, and to assist Council in considering an ordinance to amend Los Angeles 
Administrative Code Section 4.1113 to include this reimbursement while continuing to exclude 
penalties.  If the Administrative Code is amended, staff would also prepare proposed changes to 

 

Executive Summary 

If a Member receives a pension from LACERS and is eligible for Social Security benefits from previous 
Windfall Elimination and Government Pension 

Offset provisions reduce Social Security benefits received by Members. This is not applied universally 
and can have significant financial implications for Members, especially those with lower income. 

Discussion 

Background 

Recently, staff received a complaint from a retired Member about his Social Security benefit being 
significantly reduced because he was receiving a pension from LACERS. This is done in compliance 

 (WEP), which has been 
challenged in the past. The Member inquired if LACERS has taken a position on this provision.  
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LACERS can not take positions on political or legislative issues, but can alert the City of any issues that 
might impact retirement benefits. Staff recommends
Office and City Council to review and possibly take a position to rectify the inequities resulting from the 
WEP. 

Windfall Elimination and Government Pension Offset Provisions 

The WEP 
employer that did not pay Social Security taxes. City of Los Angeles employees do not pay Social 
Security taxes and are subject to this provision. More specifically, the WEP applies to those who: 

Reached age 62 after 1985; or 
Became disabled after 1985; and 
First became eligible for a monthly pension based on working for the City after 1985. 

However, this provision does not apply to everyone. Exceptions include: 

Federal workers first hired after December 31, 1983; 
Employees of a non-profit organization who were exempt from Social Security coverage on 
December 31, 1983, unless the non-profit organization waived exemption and did pay Social 
Security taxes, but then the waiver was terminated prior to December 31, 1983; 
Those whose only pension is for railroad employment; 
Employees whose only work performed without paying Social Security taxes was before 1957; 
People with 30 or more years of substantial earnings under Social Security. 

Although LACERS makes many efforts to inform Members of the potential reduction of their Social 
Security benefits, many are not aware of the WEP until they are close to retirement or when they get 
their first Social Security benefit. It can be alarming, as they may be relying on their full Social Security 
benefit, which they have worked for and contributed towards, in order supplement their LACERS 
benefit. Retirees are predominantly on a reduced fixed income and a reduction in their Social Security 
benefits can create financial hardship.   

Example: 

A single person paid into Social Security for 15 years, earning an average annual income of 
$50,000 from 1986 to 2000, and then worked for the City from 2001 to 2021, earning an average 
annual income of $129,500, and retiring at the age of 67 with a pension of $4662 (approximately 
the average LACERS service retirement pension). The Social Security benefit before the 
WEP reduction would be $1,911.* After applying the WEP reduction (based in part on the 
LACERS pension amount), the benefit would be reduced by $537, or 28%, to $1,374.  
 
*Estimate based on a Social Security benefit calculator on the AARP website. The Social Security website will 
only allow someone to estimate their own benefit. 

In December 2020, about 1.9 million people (or about 3% of all Social Security beneficiaries) were 
affected by the WEP. The WEP is not applied universally, but anyone who worked for the City of Los 
Angeles is likely to experience a reduction of their Social Security benefit. These reductions can be 
substantial, up to one-  reduces benefits 
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disproportionately for lower-earning households (Social Security: The Windfall Elimination 
Provision, Congressional Research Services, February 4, 2021, https://fas.org/sgp/crs/misc/98-
35.pdf). 

The Windfall Elimination Provision only affects the benefit of the retiree. 
k history and earnings and 

there is another provision called the Government Pension Offset that will reduce the benefit received 
by  spouse or surviving spouse who is receiving a government pension from employment 
where Social Security taxes were not paid. 

 intended to provide support to spouses that 
did not work, which was the norm when the benefit was created in the 1930s. Because today it is more 
common for both spouses in a household to be working and earning a pension, this provision adjusts 

 benefit by two-thirds of the government pension amount the 
spouse/survivor is receiving, possibly reducing it to $0. If the spouse is receiving a Social Security 
pension, the spousal benefit is reduced by the entire pension amount. 

Example: 

An active Member is preparing to retire with a LACERS pension of $5,300.  Her spouse worked 
in the private sector and based on his employment history has earned a pension for himself and 
a spousal benefit of $1,500 for his wife, the LACERS Member.  However, because his spouse 
is receiving a pension from LACERS, this spousal benefit will be reduced by two-thirds of her 
pension amount, or $3,533.  The reduction is greater than the spousal benefit, so she would not 
receive this benefit. 

Legal/Political Action 

Over the years, legislation has been introduced to repeal or amend these provisions. There is bipartisan 
support in eliminating these provisions and last year, President Biden included in his legislative agenda 
repealing these provisions. 

In the 116th Congress, several acts in relation to the WEP/GPO were presented to Congress, but not 
acted upon. In the current 117th Congress, HR 82 (Social Security Fairness Act of 2021) has been 
introduced to repeal the WEP and GPO. In 2016 (the most recent estimate available), Social Security 
Administration
GPO would reduce the long-range actuarial balance (i.e., increase the net long-term cost) of the 
combined Social Security trust funds by 0.13% of taxable payroll. In 2018, the OCACT estimated that 
repealing only the WEP would reduce the long-range actuarial balance of the combined trust funds by 
0.08% of taxable payroll. Repealing just the GPO would reduce these funds by 0.06% of taxable payroll. 

On March 1, 2021, the Supreme Court agreed to hear a case regarding the WEP. In Babcock v. Saul, 
Dkt. No. 20-480, the C
elimination provision and whether a civil service pension received for federal civilian employment as a 

-status technician. When he 
applied for social security benefits, he was granted Social Security but his benefits were decreased 
under the Windfall Elimination Provision of the Social Security Act because of his Civil Service 
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Retirement System pension.  The petitioner is arguing that he should qualify for the uniformed-services 
exception to the WEP.  Since thi
ruling will not impact the application of the WEP to LACERS members.  The case is currently being 
briefed and is scheduled to be argued before the Court during the October 2021 term.   

Medicare Premium Income-Related Monthly Adjustment Amounts 

When Members turn age 65, in order to receive a LACERS medical subsidy, they need to enroll in 
Medicare and are responsible for paying out-of-pocket the premium cost of Medicare Part B. The Los 
Angeles Administrative Code (LAAC) allows for Members enrolled in both Medicare Parts A and B to 
be reimbursed the basic/standard Medicare Part B premium. Originally, the LAAC indicated that the 
reimbursement would be for the "basic" premium, but the language was updated to reflect 
"basic/standard" in subsequent technical changes.The basic  standard  premium is not 
defined or referenced in the LAAC, although CMS does refer to the Part B premium, not including 
late enrollment penalties or Income Related Adjustment Amounts (IRMAAs), as "standard." And the 
Board Rules do indicate that the Part B premium reimbursement will not include IRMAAs. 

IRMAAs were introduced in 2007 and are additional premium costs that were added to Medicare Part 
B premiums based on income reported to the Internal Revenue Service two years earlier and whether 
you file individually, separately, or jointly. In 2021, IRMAAs are assessed for people with income over 
$88,000. The more income one has, the higher the amount of additional premium cost. We regularly 
receive complaints from Members about these IRMAAs because they increase their medical costs and 
create the perception that their medical subsidy is devalued. The cost of living varies between states 
and California is the third most expensive state to live in (https://worldpopulationreview.com/state-
rankings/most-expensive-states-to-live-in), so although some 

their expenses are likely higher than people living in other states. The vast majority of 
Members enrolled in a LACERS health plan reside in California. 

2021 Medicare Part B Premiums 

Example: 

If your yearly income in 2019 (for what you pay in 2021) was You pay each month 
(in 2021) File individual tax return File joint tax return File married & separate tax 

return 
$88,000 or less $176,000 or less $88,000 or less $148.50 
above $88,000 up to $111,000 above $176,000 up to 

$222,000 
Not applicable $207.90 

above $111,000 up to 
$138,000 

above $222,000 up to 
$276,000 

Not applicable $297.00 

above $138,000 up to 
$165,000 

above $276,000 up to 
$330,000 

Not applicable $386.10 

above $165,000 and less 
than $500,000 

above $330,000 and less than 
$750,000 

above $88,000 and less 
than $412,000 

$475.20 

$500,000 or above $750,000 and above $412,000 and above $504.90 
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A 64-year-old retiree with an income of $115,000, 25 years of Service Credit, and enrolled in the 
Kaiser HMO plan receives a subsidy amount sufficient to provide full coverage of the $853 
premium. The next year, when eligible for Medicare, this same retiree will enroll in the Kaiser 
Senior Advantage plan and receive full coverage of the $262 premium, will have to pay the 
standard Medicare Part B premium of $148.50, plus the IRMAA of $148.50 per month. If the 
Member has Medicare Part A, the standard premium of $148.50 will be reimbursed, but not the 
IRMAA. So, this Member went from having full coverage of premium costs to paying out of pocket 
$148.50/month, even though the cost of the plan is now $591 less. Of course, Members with 
greater income will pay even more out of pocket, up to $356/month in IRMAAs. 

 
Based on the attached chart from the 2019 Actuarial Valuation, approximately 2,000 retired Members 
would be assessed IRMAAs. This is only according to their LACERS pension. Staff has no way of 
knowing if they have additional income from other sources, what their household income or their tax 
filing status is. 

This benefit was established long before 2007 and did not take into account IRMAAs because they did 
not exist at the time; it was meant to not reimburse late-enrollment penalty costs. When IRMAAs were 
introduced, LACERS updated its Board Rules and recommended technical changes based on the 
original language of reimbursing only the "basic" premium. However, lit is possible that the 
original intent was to exclude reimbursement for  penalties but to provide reimbursement of the 
premium cost, including IRMAAs. Staff researched Council files trying to find the report creating the 
benefit in order to shed more light on the legislative intent of the Council at the time the benefit was 
created, however, it could not be located. 

Below is the relevant Ad Code Section and Board Rule for reference. 

Sec. 4.1113.  Medicare Part B Basic Premium Reimbursement Program. 

This program is provided to reimburse the cost of the Medicare Part B basic premium to eligible 
retirees, as hereafter defined. 

(a) Reimbursement.  Reimbursement shall be limited to the Medicare Part B basic/standard 
premium (Medical Insurance).  No reimbursement shall be paid for Medicare Part B costs that exceed 
the basic/standard premium. 

(b) Eligible Retiree.  In order to participate in the Medicare Part B Basic Premium Reimbursement 
Program, a retiree must be eligible to receive a medical plan premium subsidy, enrolled in Medicare 
Parts A and B, and either enrolled in a Medicare supplemental or coordinated plan administered by the 
Board or be a participant in the Medical Premium Reimbursement Program.  Only retired employees 
may participate in this program. 

(c)   Verification of Eligibility for Reimbursement.  Premium reimbursement shall be paid to a 

and Part B enrollment, coverage, and premium payment has been made as required by the Board. 

(d) No Dependent Reimbursement.  Premium reimbursement may not be applied toward coverage 
for dependents of retirees. 
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SECTION HISTORY

Added by Ord. No. 182,629, Eff. 7-25-13. 

Amended by:  Ord. No. 184,134, Eff. 1-22-16; Subsec. (a) amended and Subsec. (d) added, Ord. No. 
184,853, Eff. 4-6-17. 

LACERS Board Rule 

HBA 9: The requirements and rules related to Medicare Insurance plan coverage are as 
follows: 

The medical plan premiums of a LACERS Senior Plan will only include Medicare "basic or 
standard" premiums covering only those portions of the Medicare premiums that do not include 
Income-Related Monthly Adjustment Amounts (IRMAAs). 
LACERS will not cover Eligible Primary Subscriber costs or provide reimbursements for any 
Medicare premium-related IRMAAs. 
Eligible Primary Subscribers and their dependents subject to a Medicare Part D Late 
Enrollment Penalty, charged by the Centers for Medicare and Medicaid Services (CMS), shall 
have this penalty amount deducted from an 
allowance or continuance payments to the dependent(s). 

(Revised: June 14, 2016) 

Conclusion 

The WEP and GPO negatively impact the amount of Social Security benefits Members would receive 
because they have earned a pension solely from their employment with the City of Los Angeles, an 
employer that does not pay into Social  not all employees are subject to the 
WEP; certain federal workers and railroad employees are exempted. City employees being denied 
entitlement to their full Social Security benefit could have serious fiscal implications for lower wage 

   

When Members enroll in Medicare Parts A and B, LACERS health plan premiums are significantly 
r cost of enrolling in a LACERS medical 

plan may actually increase as a result of Medicare Part B IRMAAs. 

Staff is recommending that the Board take the above-recommended actions, in coordination with the 
City Council and the City Attorney, for the best interests of the LACERS membership. 

Prepared By: Alex Rabrenovich, Chief Benefits Analyst, Health Benefits and Wellness Division 
 

NMG/AR:ar 
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Attachments:   1. Windfall Elimination Provision Information Sheet 
2. Government Pensions Offset Information Sheet

  3. Retiree Monthly Amounts Chart 



(over)

2021

Windfall Elimination Provision

Your Social Security retirement or 

The Windfall Elimination Provision can affect how we 

work for an employer who doesn’t withhold Social 
Security taxes from your salary, such as a government 
agency or an employer in another country, any 
retirement or disability pension you get from that work 

This provision can affect you when you earn a 
retirement or disability pension from an employer who 
didn’t withhold Social Security taxes and you qualify 

The Windfall Elimination Provision can apply if:
• You reached age 62 after 1985; or
• You became disabled after 1985; and
•

based on work where you didn’t pay Social Security

people who performed federal service under the Civil 

you only performed federal service under a system 
such as the Federal Employees’ Retirement System 

How it works

We separate your average earnings into three amounts 
and multiply the amounts using three factors to 

For example, for a worker who turns 62 in 2021, the 

are multiplied by 32 percent; and the balance by 15 

When we apply this formula, the percentage of career 
average earnings paid to lower-paid workers is greater 

50 percent) of their pre-retirement earnings increased 

Before 1983, people whose primary job wasn’t 
covered by Social Security had their Social Security 

their earnings, plus a pension from a job for which 

passed the Windfall Elimination Provision to remove 

Under the provision, we reduce the 90 percent factor 
in our formula and phase it in for workers who reached 

For people who reach 62 or became disabled in 1990 
or later, we reduce the 90 percent factor to as little as 

Some exceptions
The Windfall Elimination Provision doesn’t apply if:
•

•
who was exempt from Social Security coverage

Security taxes, but then the waiver was terminated

•
• The only work you performed for which you didn’t

• You have 30 or more years of substantial earnings

SSA.gov
Windfall Elimination Provision



The Windfall Elimination Provision doesn’t apply to 

more information, read Government Pension Offset 

Social Security years of substantial earnings

we don’t reduce the standard 90 percent factor in our 

The second table shows the percentage used to 
reduce the 90 percent factor depending on the number 

years of substantial earnings, we reduce the 90 percent 

A guarantee

half of your pension for earnings after 1956 on which 

Contacting Social Security
The most convenient way to do business with us from 
anywhere, on any device, is to visit www.ssa.gov
There are several things you can do online: apply for 

; and 
get answers to frequently asked questions

When you open a personal my Social Security account, 

Social Security Statement, verify your earnings, and 

information, request a replacement Medicare card, 

a replacement Social Security card (if you have no 

automated services by telephone, 24 hours a day, 
1-800-772-1213 or at 

our TTY number, 1-800-325-0778, if you’re deaf or hard 

patience during busy periods since you may experience 
a high rate of busy signals and longer hold times to 

Year Substantial earnings

1980
1981
1982
1983
1984
1985
1986

1988

Year Substantial earnings
1989
1990
1991
1992
1993
1994
1995
1996

1998
1999
2000
2001
2002
2003
2004
2005
2006

2008

2012

Year Substantial earnings
2013
2014
2015-2016

2018
2019
2020
2021

Years of substantial 
earnings Percentage

30 or more 90 percent
29 85 percent
28 80 percent

26
25 65 percent
24 60 percent
23 55 percent
22 50 percent
21 45 percent
20 or less 40 percent

Social Security Administration

January 2021 (Recycle prior editions)
Windfall Elimination Provision



(over)

If you receive a retirement or disability pension 
from a federal, state, or local government 
based on your own work for which you didn’t 
pay Social Security taxes, we may reduce your 
Social Security spouses or widows or widowers 

words, if you get a monthly civil service pension 
of $600, two-thirds of that, or $400, must be 

example, if you’re eligible for a $500 spouses, 

Security, you’ll get $100 a month from Social 

your government pension is more than your 

If you take your government pension annuity in 
a lump sum, Social Security will calculate the 

spouses who stayed home to raise a family 

work, each earning their own Social Security 

her husband’s record, we couldn’t pay that 

Pension Offset law, if that same woman was 
a government employee who didn’t pay into 
Social Security and earned an $800 government 

If this person’s government work had been 
subject to Social Security taxes, we would 
reduce any spouse, widow, or widower 

government employees who don’t pay Social 
Security taxes the same as workers in the 

• Receive a government pension that’s not
based on your earnings; or

• Are a federal (including Civil Service Offset),
state, or local government employee and 
your government pension is from a job for 

 —Your last day of employment (that 
your pension is based on) is before 
July 1, 2004; or
 —

April 1, 2004 (you may work your last day 
in Social Security covered employment at 
any time); or
 —You paid Social Security taxes on your 
earnings during the last 60 months of 

SocialSecurity.gov



conditions, we require fewer than 60 
months for people whose last day of 
employment falls after June 30, 2004, and 

• Are a federal employee who switched from 
the Civil Service Retirement System (CSRS) 

—Your last day of service (that your pension 
is based on) is before July 1, 2004;

—You paid Social Security taxes on your 
earnings for 60 months or more during 
the period beginning January 1988 and 

—

April 1, 2004 (you may work your last day 
in Social Security covered employment at 

• Received, or were eligible to receive, a 

and meet all the requirements for Social 

• Received, or were eligible to receive, a 
federal, state, or local government pension 
before July 1, 1983, and were receiving 

Note: A Civil Service Offset employee 
is a federal employee, rehired after 
December 31, 1983, following a break in 

years of prior CSRS coverage.

spouse’s work, you can still get Medicare at age 
65 on your spouse’s record if you aren’t eligible 

information, go online to read Windfall 
Elimination Provision (Publication

anywhere is to visit www.socialsecurity.gov

my  account, which you can 
use to review your Social Security Statement, 

letter, change your direct deposit information, 
request a replacement Medicare card, and get a 
replacement SSA-1099/1042S; obtain valuable 
information; ; get answers to 
frequently asked questions

If you don’t have access to the internet, we 
offer many automated services by telephone, 

at 1-800-772-1213
1-800-325-0778

If you need to speak to a person, we can answer 

periods since you may experience higher than 
usual rate of busy signals and longer hold times 

Social Security Administration
 | ICN 451453 | 

May 2019 (Recycle prior editions)



Section 2: Actuarial Valuation Results as of June 30, 2019 for the 
Los Angeles City Employees’ Retirement System 

17 

Retired Members and Beneficiaries 

As of June 30, 2019, 16,053 retired members and 3,981 beneficiaries were receiving total monthly benefits of $78,965,717. For comparison,
in the previous valuation, there were 15,477 retired members and 3,902 beneficiaries receiving monthly benefits of $73,339,309.

As of June 30, 2019, the average monthly benefit for retired members and beneficiaries is $3,942, compared to $3,784 in the previous
valuation. The average age for retired members and beneficiaries is 72.5 in the current valuation, compared with 72.5 in the prior valuation. 

Distribution of Retired Members and Beneficiaries as of June 30, 2019 

RETIRED MEMBERS AND BENEFICIARIES BY 
TYPE AND MONTHLY AMOUNT

RETIRED MEMBERS AND BENEFICIARIES BY 
TYPE AND AGE



��� ��������������	��
��	��
��������
���
���������������������������������������� � �����
������������ ��!���� "#$%&'(�)*�+#(,#-./-0�1%&#2� ������� 3���4�	��� 5--#'�1%&/�� 6%78�978-%��:;<=>16?��
����4��@���	���
�A@B��	C�����
������
���D�����E��
	���	��������������
@B������������
����
��	������
��
	�������@������	������
�516FGH?�� ������1IG:>J?�� ������1GH:>H6?�� �������)>1>FK>�L�MFI>?�� �����������

�N&O'�P�/Q�R�STUVWXY�XVUZW[\]�̂_ZW�̀_a_WW_bX�

��c��������������6%&d�d%'�</&2e�d/�&ff2/g'�d%'�Q/((/h#-O?�P*�57d%/2#i'�&�j7eO'd&28�'kf'-e#d72'�&-e�e#2'$d�I51>):�f(&-�&$d7&280�d%'�:'O&(�1/lf&-80�d/�$/-e7$d�&-�&$d7&2#&(�$/.d�.d7e8�d/�'kf(/2'�d%'�"'e#$&2'�N&2d�<�F-$/l'm)'(&d'e�"/-d%(8�5en7.dl'-d�5l/7-d�oF)"55p�&-e�d%'�"'e#$&2'�N&2d�<�o"'e#$&(p�2'#lj72.'l'-d.q�&-e�R*�:%&2'�d%#.�2'f/2d�h#d%�d%'�GQQ#$'�/Q�d%'�1#d8�5el#-#.d2&d#g'�GQQ#$'2�o15Gp*���r�cs��t���s����u��I51>):�$/-.#.d'-d(8�2'$'#g'.�Q''ej&$,�Q2/l�"'lj'2.�2'v7'.d#-O�&�$%&-O'�d/�d%'�I51>):�j'-'Q#d�d/�wxxyz�{y|�}~�������wx���������}y�|�����|��������|���������������������������������������������� ������������ �oF)"55.p0�&-e�d/�2'#lj72.'�d%'�����������������¡� ���¢������ �Q/2�I51>):�"'lj'2.�h%/�.d&2d'e�1#d8�'lf(/8l'-d�f2#/2�d/�5f2#(�P0�P£¤¥�&-e�&2'�$722'-d(8�'k$(7e'e�Q2/l�2'#lj72.'l'-d*�J7'�d/�d%'�#-$2'&.'e�#-d'2'.d�j8�/72�"'lj'2.0�&-e�d%'�(&2O'.d�1#d8�2'd#2''�&../$#&d#/-0�&�2'f/2d�d/�d%'�<'-'Q#d.�5el#-#.d2&d#/-�1/ll#dd''�o<51p�h&.�.7jl#dd'e�/-�d%'.'�dh/�#..7'.*���	��cs�������5d�&�.f'$#&(�l''d#-O�%'(e�/-�57O7.d�£0�R¦RR0�.d&QQ�f2'.'-d'e�d/�d%'�<51�2'$/ll'-e&d#/-.�2'O&2e#-O�d%'�F-$/l'm)'(&d'e�"/-d%(8�5en7.dl'-d�5l/7-d�oF)"55p�&-e�"'e#$&2'�N&2d�<�G-(8�2'#lj72.'l'-d�&.�e'.$2#j'e�#-�d%'�&dd&$%'e�1/ll#dd''�2'f/2d*�6%'�1/ll#dd''�e#.$7..'e�d%'�/fd#/-.�f2'.'-d'e�&-e�e#2'$d'e�.d&QQ�d/�Q/2h&2e�d%'�f2/f/.'e�2'$/ll'-e&d#/-.�%'2'#-�d/�d%'�</&2e*��

ATTACHMENT 3



�

� ������������	
��
�������
�������
�����

����

�������� �!"�#�$%&� �������%�#���'(��)*+,,��-.�+�./0�1����12�3�1�/45617�4�-2�1�0�44�-.�2/�-�7688�127�9,:;*<�<21�2��/0��=�-�>?@A�B?�CDEF?GH�G@AIH�@JK�DCJCDCLH�M?NBN�?O�PHDQHFNR�SH@ABS�@JK�THAAJHNN�QHJHOCBNU���1�8�1�.�3VW�,.��9�XY�<�-/�1�3�-��/27�,-�=V72�)Y�Z=�-�+�=�56V�0Y�<�-/�1�3�-��/27�,-�=V72�)Y�+�1��1�2�[1�-XY�<�-/�1�3�-��/27�,-�=V72�))Y��-.�\�1�-�]1�/1�Y�:(/���3�-��/27�,-�=V72̂��_+Z̀[a_̀,9��,22�0(4�-2W��� b̂�,6�672�cY��d���3�-��/27�,.4/-/721�2/�-�:�44/22���*�8�12�� �� �



��������������	
����
�
�
�����
�������
����	��������������������������������������� ����
������ �!"�#$�%&%'
�����()*+,-./0 
�����1��2���
�����324��
56����������6����7
����8���
���

�������������24���
��6������������

����
����
�����
�2������
�������
��9./:;<0� .=;)->0� .;<)-</0� ?-.-:@-�A�B:=-0

CDEFGHIJ�
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