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Board of Administration Agenda    

 

REGULAR MEETING 
 

TUESDAY, SEPTEMBER 24, 2019 
 

TIME:   10:00 A.M.  
 

MEETING LOCATION:  
 

LACERS Ken Spiker Boardroom 
202 West First Street, Suite 500 
Los Angeles, California 90012-4401 
 
Live Board Meetings can be heard at: (213) 621-CITY (Metro), 
(818) 904-9450 (Valley), (310) 471-CITY (Westside), and  
(310) 547-CITY (San Pedro Area). 
 
Sign Language Interpreters, Communication Access Real-
Time Transcription, Assistive Listening Devices, or other 
auxiliary aids and/or services may be provided upon request. 
To ensure availability, you are advised to make your request at 
least 72 hours prior to the meeting you wish to attend. Due to 
difficulties in securing Sign Language Interpreters, five or more 
business days’ notice is strongly recommended. For additional 
information, please contact: Board of Administration Office at 
(213) 473-7169. 

 
President: Cynthia M. Ruiz 
Vice President:  Michael R. Wilkinson 
 
Commissioners: Annie Chao 
  Elizabeth Lee 
  Sandra Lee 
 Nilza R. Serrano  
 Sung Won Sohn 
 
Manager-Secretary:  Neil M. Guglielmo 
 
Executive Assistant: Ani Ghoukassian 
 

Legal Counsel: City Attorney’s Office 
 Public Pensions General 
 Counsel Division 
 
 

 

I. PUBLIC COMMENTS ON MATTERS WITHIN THE BOARD'S JURISDICTION 
 

II. APPROVAL OF MINUTES FOR SPECIAL BOARD MEETING OF SEPTEMBER 5, 2019 AND 
MINUTES FOR REGULAR BOARD MEETING OF SEPTEMBER 10, 2019 AND POSSIBLE 
BOARD ACTION 

 
III. BOARD PRESIDENT VERBAL REPORT 

 
A. PRESENTATION ON UNITED NATIONS PRINCIPLES FOR RESPONSIBLE 

INVESTMENT IN PERSON CONFERENCE 2019 
 

IV. GENERAL MANAGER VERBAL REPORT 
 

A. REPORT ON DEPARTMENT OPERATIONS 
 

B. UPCOMING AGENDA ITEMS 
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V. RECEIVE AND FILE ITEMS 

 
A. MONTHLY REPORT ON SEMINARS AND CONFERENCES FOR AUGUST 2019 

 
VI. COMMITTEE REPORT(S) 

 
A. GOVERNANCE COMMITTEE VERBAL REPORT ON THE MEETING OF 

SEPTEMBER 10, 2019 
 

B. INVESTMENT COMMITTEE VERBAL REPORT ON THE MEETING OF SEPTEMBER 
10, 2019 

 
C. AUDIT COMMITTEE VERBAL REPORT ON THE MEETING OF SEPTEMBER 24, 

2019 
 

D. GOVERNANCE COMMITTEE REPORT – TRIENNIAL BOARD POLICY REVIEW: 
BOARD EDUCATION AND TRAVEL POLICY AND POSSIBLE BOARD ACTION 

 
VII. ACTUARIAL PROGRAM 

 
A. ASSUMPTIONS FOR THE JUNE 30, 2019 RETIREE HEALTH ACTUARIAL 

VALUATION AND POSSIBLE BOARD ACTION 
 
B. GASB 68 AND GASB 75 ACTUARIAL VALUATIONS AS OF JUNE 30, 2019 AND 

POSSIBLE BOARD ACTION 
 

VIII. INVESTMENTS 
 

A. CHIEF INVESTMENT OFFICER VERBAL REPORT 
 

IX. DISABILITY RETIREMENT APPLICATION(S) 
 

A. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54957(b) TO 

CONSIDER THE DISABILITY RETIREMENT APPLICATION OF SUNANDHA 

CHUDABALA AND POSSIBLE BOARD ACTION  

 

B. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54957(b) TO 

CONSIDER THE DISABILITY RETIREMENT APPLICATION OF CONNIE 

TORTORICE AND POSSIBLE BOARD ACTION  
 
X. BENEFITS ADMINISTRATION 

 
A. AMENDED HEALTH PLAN PREMIUM RESOLUTION AND POSSIBLE BOARD 

ACTION 
 

XI. OTHER BUSINESS 
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XII. NEXT MEETING: The next Regular meeting of the Board is scheduled for Tuesday, October 
8, 2019 at 10:00 a.m. in the LACERS Ken Spiker Boardroom, 202 West First Street, Suite 
500, Los Angeles, CA 90012-4401. 
 

XIII. ADJOURNMENT 
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                                                  MINUTES OF THE REGULAR MEETING 
BOARD OF ADMINISTRATION 

LOS ANGELES CITY EMPLOYEES' RETIREMENT SYSTEM 
 

LACERS Ken Spiker Boardroom 
202 West First Street, Fifth Floor 

Los Angeles, California 
 

September 10, 2019 
 

10:04 a.m. 
 

PRESENT: Vice President:                                                       Michael R. Wilkinson 
 
 Commissioners:                Annie Chao 
  Elizabeth Lee 
  Sandra Lee 
                                              Nilza R. Serrano 
  Sung Won Sohn 
                                    
 Manager-Secretary:     Neil M. Guglielmo 
           

 Executive Assistant:  Ani Ghoukassian 
  

 Legal Counsel:                                            Anya Freedman 
 
ABSENT: President: Cynthia M. Ruiz 
                             
 

The Items in the Minutes are numbered to correspond with the Agenda.  
 

I 
 

PUBLIC COMMENTS ON MATTERS WITHIN THE BOARD’S JURISDICTION – Vice President 
Wilkinson asked if there were any persons who wished to speak on matters within the Board’s 
jurisdiction, to which there was no response and no public comment cards were received.  
 

II 
 
APPROVAL OF MINUTES FOR REGULAR BOARD MEETING OF AUGUST 27, 2019 AND 
POSSIBLE BOARD ACTION – A motion to approve the Regular Board Meeting minutes of August 27, 
2019 was moved by Commissioner Serrano, seconded by Commissioner Chao, and adopted by the 
following vote:  Ayes, Commissioners Chao, Elizabeth Lee, Sandra Lee, Serrano, Sohn, and Vice 
President Wilkinson -6; Nays, None. 
 

III 
 

BOARD PRESIDENT VERBAL REPORT – Vice President Wilklinson stated the Bike with Mike event 
held on September 5, 2019 was very successful and he thanked all the organizers. 
  

IV 

 

Agenda of:  Sept. 24, 2019 
 
Item No:        II       

 
 

 
 

Item Number       II 
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GENERAL MANAGER VERBAL REPORT   

 
A. REPORT ON DEPARTMENT OPERATIONS – Neil M. Guglielmo, General Manager, discussed 

the following items: 
 

 Building evacuation drill 

 LACERS Tabletop Exercise 

 Business Continuity Planning 

 Comprehensive Annual Financial Report (CAFR) Award 

 Side A Policy payments 

 Space planning 

 Member Services Center (MSC) Spotlight 
 

B. UPCOMING AGENDA ITEMS – Mr. Guglielmo stated the following items will be on an upcoming 
Board agenda: 

 

 September 24, 2019 – Segal to present actuarial assumptions for June 30, 2019 Retiree Health 
Actuarial Valuation. 
 

V 
 
RECEIVE AND FILE ITEMS 
 
A. BENEFITS PAYMENTS APPROVED BY GENERAL MANAGER – The report was received by 

the Board and filed. 

B. MARKETING CESSATION NOTIFICATION – The report was received by the Board and filed. 

VI 
 
COMMITTEE REPORT(S) 
 
A. BENEFITS ADMINISTRATION COMMITTEE VERBAL REPORT ON THE MEETING OF 

AUGUST 27, 2019 – Vice President Wilkinson stated the Committee was presented with the 
Anthem Blue Cross 2018 Year-End Accounting report. 

 
B. BENEFITS ADMINISTRATION COMMITTEE REPORT – ANTHEM BLUE CROSS 2018 

YEAR-END ACCOUNTING AND POSSIBLE BOARD ACTION – Alex Rabrenovich, Chief 
Benefits Analyst with Health Benefits Administration & Communications Division and Borden 
Darm with Keenan & Associates presented this item to the Board.  Commissioner Serrano 
moved approval of the following Resolution: 

 
ANTHEM BLUE CROSS 2018 YEAR-END ACCOUNTING AND TRANSFER OF                          

PREMIUM STABILIZATION RESERVE FUNDS 
 

RESOLUTION 190910-A 
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WHEREAS, LACERS has participating contracts with Anthem Blue Cross (Anthem), which means 

that at the end of each plan year, an accounting is performed to determine total premium funds 

versus total claims costs and administrative expenses; 

WHEREAS, if the year-end accounting results in a deficit of premium funds, LACERS must pay 

Anthem the shortfall; if the accounting results in a surplus, those funds may be returned to LACERS; 

WHEREAS, LACERS maintains a Premium Stabilization Reserve (PSR) account with Anthem and 

premium surpluses are placed in this account to be used at a later time, usually to fund a premium 

defrayal for Anthem Members; 

WHEREAS, the 2018 accounting showed that the PSR had an accumulated balance of $11,956,924; 

WHEREAS, the PSR funds are not required to be retained with Anthem and at the September 10, 

2019 Board of Administration meeting, the Board approved a recommendation to return the PSR 

funds to LACERS’ Section 115 Trust account; 

WHEREAS, tax law requires that only the portion of the PSR funds that is estimated to have been 

paid out of pocket by Members can be transferred to the Section 115 Trust account, and the portion 

that is estimated to have been paid by LACERS as medical plan subsidy dollars must be returned to 

LACERS’ 401(h) account, the account from which these monies originated; 

WHEREAS, on August 27, 2019, the Benefits Administration Committee approved forwarding a 

recommendation to transfer the entire balance of the PSR to LACERS’ Section 115 Trust and 401(h) 

accounts; 

NOW, THEREFORE, BE IT RESOLVED that the Board hereby approves the transfer of Anthem PSR 
funds to LACERS’ Section 115 Trust and 401(h) accounts, apportioned in amounts to be determined 
by staff. 
 
Which motion was seconded by Commissioner Elizabeth Lee, and adopted by the following vote: Ayes, 
Commissioners Chao, Elizabeth Lee, Sandra Lee, Serrano, Sohn, and Vice President Wilkinson -6; 
Nays, None. 
 

VII 
 

BOARD/DEPARTMENT ADMINISTRATION  
 

A. EDUCATION AND TRAVEL EXPENDITURE REPORT FOR FISCAL YEAR 2018-19 – This 
report was received by the Board and filed. 

 

VIII 
 

BENEFITS ADMINISTRATION 
 
A. HEALTH LEGISLATION UPDATE – Borden Darm with Keenan & Associates discussed the 

following items: Cadillac Tax, Assembly Bill (AB) 290, and Senate Bill (SB) 343. 
 
 

IX 
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DIVISION SPOTLIGHT 
 
A. MEMBER SERVICE CENTER – Alex Rabrenovich, Chief Benefits Analyst, Wendy Johnson, 

Chief Clerk, and Gabriel Perez, Benefits Specialist with Health Benefits Administration & 

Communications Division presented this spotlight of the Member Service Center to the Board. 

X 
 

INVESTMENTS 
 
A. CHIEF INVESTMENT OFFICER VERBAL REPORT – Rod June, Chief Investment Officer, 

reported on the portfolio value, $18.2 Billion as of September 9, 2019.  Mr. June discussed the 

following items: 

 LACERS staff sponsoring a table at the CSULA Meet the Industries night at the Quiet Cannon 
Restaurant in Montebello, September 19, 2019. 

 Agenda item on September 10, 2019 Board Agenda is Total Fund Performance Review for the 

period ending June 30, 2019. 

B. PRESENTATION BY NEPC, LLC OF THE PORTFOLIO PERFORMANCE REVIEW REPORT 

FOR THE QUARTER ENDING JUNE 30, 2019 – Carolyn Smith, Partner with NEPC presented 

this item to the Board.   

Vice President Wilkinson recessed the Regular Meeting at 11:56 a.m. for a break. Vice President 
Wilkinson reconvened the Regular Meeting at 12:05 p.m. and convened in Closed Session at 12:06 
p.m. 
 

XI 
 
DISABILITY RETIREMENT APPLICATION(S) 
 
A. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54957(b) TO 

CONSIDER THE DISABILITY RETIREMENT APPLICATION OF JOSEFINA AGUAYO 
SANTANA AND POSSIBLE BOARD ACTION 

 
B. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54957(b) TO 

CONSIDER THE DISABILITY RETIREMENT APPLICATION OF RAFAEL ZARAGOZA AND 
POSSIBLE BOARD ACTION 

 
Vice President Wilkinson reconvened the Regular Meeting at 12:07 p.m. and announced that the Board 
unanimously approved the Disability Retirement Applications of Josefina Aguayo Santana and Rafael 
Zaragoza. 

 
XII 

 
OTHER BUSINESS – Commissioner Serrano shared that September is Latino Heritage month and 
Councilmember Nury Martinez is having a celebration in front of City Hall steps this weekend. 
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XIII 
 

NEXT MEETING – The next Regular meeting of the Board is scheduled for Tuesday, September 24, 
2019 at 10:00 a.m. in the LACERS Ken Spiker Boardroom, 202 West First Street, Suite 500, Los 
Angeles, CA 90012-4401. 
 

XIV 
 

ADJOURNMENT – There being no further discussion before the Board, Vice President Wilkinson 
adjourned the meeting at 12:10 p.m.  
 
 
 
 ______________________________________ 
 Michael R. Wilkinson 
 Vice President 
________________________________________ 
Neil M. Guglielmo 
Manager-Secretary 
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                                                  MINUTES OF THE SPECIAL MEETING 
BOARD OF ADMINISTRATION 

LOS ANGELES CITY EMPLOYEES' RETIREMENT SYSTEM 
 

LACERS Ken Spiker Boardroom 
202 West First Street, Fifth Floor 

Los Angeles, California 
 

September 5, 2019 
 

1:17 p.m. 
 

PRESENT: President: Cynthia M. Ruiz 
 
 Vice President:                                                       Michael R. Wilkinson 
 
 Commissioners:                Annie Chao 
  Elizabeth Lee 
  Sandra Lee 
                                              Nilza R. Serrano 
                                    
 Manager-Secretary:     Neil M. Guglielmo 
           

 Executive Assistant:  Ani Ghoukassian 
  

 Legal Counsel:                                            Joshua Geller 
 
ABSENT: Commissioner: Sung Won Sohn 
                                    
 

The Items in the Minutes are numbered to correspond with the Agenda.  
 

I 
 

PUBLIC COMMENTS ON MATTERS WITHIN THE BOARD’S JURISDICTION – President Ruiz asked 
if there were any persons who wished to speak on matters within the Board’s jurisdiction, to which there 
was no response and no public comment cards were received.  
 
President Ruiz recessed the Special Meeting at 1:18 p.m. to convene in Closed Session. 
 

II 
 

Commissioner Sandra Lee arrived at the Special Meeting at 1:37 p.m. 
 
CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.81 TO CONSIDER THE 
PURCHASE OF TWO (2) PARTICULAR, SPECIFIC INVESTMENTS, AND POSSIBLE BOARD 
ACTION  
 
President Ruiz reconvened the Special Meeting at 2:49 p.m. 
 

III 

 

Agenda of:  Sept. 24, 2019 
 
Item No:        II       

 
 

 
 

Item Number       II 
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CONSIDERATION OF REAL ESTATE CONSULTING SERVICES AGREEMENT AND POSSIBLE 
BOARD ACTION – Dale Wong Nguyen, Chief Benefits Analyst with Administrative Services Division 
presented this item to the Board.  Commissioner Serrano moved approval, seconded by Commissioner 
Elizabeth Lee, and adopted by the following vote: Ayes, Commissioners Chao, Elizabeth Lee, Sandra 
Lee, Serrano, Vice President Wilkinson, and President Ruiz -6; Nays, None. 
 

IV 
 

ADJOURNMENT – There being no further discussion before the Board, President Ruiz adjourned the 
meeting at 2:54 p.m.  
 
 
 
 ______________________________________ 
 Cynthia M. Ruiz 
 President 
 
________________________________________ 
Neil M. Guglielmo 
Manager-Secretary 



    

 

 
 
 

 
MONTHLY REPORT ON SEMINARS AND CONFERENCES 

ATTENDED BY BOARD MEMBERS ON BEHALF OF LACERS 
(FOR THE MONTH OF AUGUST 2019) 

 
In accordance with Section V.H.2 of the approved Board Education and Travel Policy, Board Members are required to 
report to the Board, on a monthly basis at the last Board meeting of each month, seminars and conferences they attended 
as a LACERS representative or in the capacity of a LACERS Board Member which are either complimentary (no cost 
involved) or with expenses fully covered by the Board Member. This monthly report shall include all seminars and 
conferences attended during the 4-week period preceding the Board meeting wherein the report is to be presented. 
 
 
BOARD MEMBER: 
 
President Cynthia M. Ruiz 
Vice President Michael R. Wilkinson 
 
Commissioner Annie Chao 
Commissioner Elizabeth Lee 
Commissioner Sandra Lee 
Commissioner Nilza R. Serrano 
Commissioner Sung Won Sohn 
 
 
                
                           
 

 

DATE(S) OF EVENT 
 

SEMINAR / CONFERENCE TITLE 
EVENT SPONSOR 
(ORGANIZATION) 

LOCATION 
(CITY, STATE) 

 NOTHING TO REPORT   

 

 

Agenda of:  SEPT. 24, 2019 
 
Item No:      V-A 

 
 

 
 

Item Number       II 
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Los Angeles City Employees’ 
Retirement System 
Governmental Accounting Standards (GAS) 68 
Actuarial Valuation Based on June 30, 2018  
Measurement Date for Employer Reporting  
as of June 30, 2019 

This report has been prepared at the request of the Board of Administration to assist the sponsors of the Fund in preparing their 
financial report for their liabilities associated with the LACERS pension plan. 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. The measurements shown in this actuarial valuation may not be applicable for other purposes. 
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180 Howard Street Suite 1100  San Francisco, CA 94105-6147 
T 415.263.8200  www.segalco.com 

June 21, 2019 

Board of Administration 
Los Angeles City Employees’ Retirement System 
202 W. 1st Street, Suite 500 
Los Angeles, CA 90012-4401 
Dear Board Members: 
We are pleased to submit this Governmental Accounting Standards (GAS) 68 Actuarial Valuation based on a June 30, 2018 
measurement date for employer reporting as of June 30, 2019. It contains various information that will need to be disclosed in 
order for the three employer categories in LACERS (i.e., the City, Airports, and Harbor) to comply with GAS 68. 
This report was prepared in accordance with generally accepted actuarial principles and practices at the request of the Board 
to assist the sponsors in preparing their financial report for their liabilities associated with the LACERS pension plan. The 
census and financial information on which our calculations were based was provided by LACERS. That assistance is gratefully 
acknowledged. 
The measurements shown in this actuarial valuation may not be applicable for other purposes. Future actuarial measurements 
may differ significantly from the current measurements presented in this report due to such factors as the following: plan 
experience differing from that anticipated by the economic or demographic assumptions; changes in economic or demographic 
assumptions; and changes in plan provisions or applicable law. 
The actuarial calculations were completed under the supervision of Andy Yeung, ASA, MAAA, FCA, Enrolled Actuary. We are 
members of the American Academy of Actuaries and we meet the Qualification Standards of the American Academy of 
Actuaries to render the actuarial opinion herein. To the best of our knowledge, the information supplied in the actuarial 
valuation is complete and accurate. Further, in our opinion, the assumptions as approved by the Board are reasonably related 
to the experience of and expectations for LACERS. 
We look forward to reviewing this report with you and to answering any questions. 

Sincerely, 

Segal Consulting, a Member of The Segal Group, Inc. 

By: 
Paul Angelo, FSA, MAAA, FCA, EA Andy Yeung, ASA, MAAA, FCA, EA 
Senior Vice President and Actuary Vice President and Actuary 

DNA/jl 
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Purpose 

This report has been prepared by Segal Consulting (“Segal”) to present certain disclosure information required by Governmental 
Accounting Standards (GAS) 68 for employer reporting as of June 30, 2019. The results used in preparing this GAS 68 report are 
comparable to those used in preparing the Governmental Accounting Standards (GAS) 67 report for the Plan based on a reporting 
date and a measurement date as of June 30, 2018. This valuation is based on: 

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

 The characteristics of covered active members, inactive vested members, and retired members and beneficiaries as of 
June 30, 2018, provided by LACERS; 

 The assets of the Plan as of June 30, 2018, provided by LACERS; 

 Economic assumptions regarding future salary increases and investment earnings adopted by the Board for the June 30, 2018 
valuation; and 

 Other actuarial assumptions, regarding employee terminations, retirement, death, etc. adopted by the Board for the 
June 30, 2018 valuation. 

General Observations on GAS 68 Actuarial Valuation 

The following points should be considered when reviewing this GAS 68 report: 

 The Governmental Accounting Standards Board (GASB) rules only define pension liability and expense for financial 
reporting purposes, and do not apply to contribution amounts for pension funding purposes. Employers and plans still develop 
and adopt funding policies under current practices. 

 When measuring pension liability, GASB uses the same actuarial cost method (Entry Age) and the same type of discount rate 
(expected return on assets) as LACERS uses for funding. This means that the Total Pension Liability (TPL) measure for 
financial reporting shown in this report is determined on the same basis as LACERS’ Actuarial Accrued Liability (AAL) 
measure for funding. We note that the same is true for the Normal Cost component of the annual plan cost for funding and 
financial reporting. 

 The Net Pension Liability (NPL) is equal to the difference between the TPL and the Plan’s Fiduciary Net Position. The Plan’s 
Fiduciary Net Position is equal to the market value of assets and therefore, the NPL measure is very similar to the Unfunded 
Actuarial Accrued Liability (UAAL) calculated on a market value basis. The NPL reflects all investment gains and losses as 
of the measurement date. This is different from the UAAL calculated on an actuarial value of assets basis in the funding 
valuation that reflects investment gains and losses over a seven-year period. 

 For this report, the reporting dates for the employer are June 30, 2019 and 2018. The NPL was measured as of June 30, 2018 
and 2017 and determined based upon the results of the actuarial valuations as of June 30, 2018 and 2017, respectively. The 
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Plan’s Fiduciary Net Position (plan assets) and the TPL were valued as of the measurement dates. Consistent with the 
provisions of GAS 68, the assets and liabilities measured as of June 30, 2018 and 2017 were not adjusted or rolled forward to 
the June 30, 2019 and 2018 reporting dates, respectively.  

Significant Issues in Valuation Year 

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

 As part of this valuation, we obtained actual membership information available for the first time for the Airport Peace Officers 
(APO) who elected to stay at LACERS, and would therefore be entitled to enhanced Tier 1 benefits, instead of transferring to 
LAFPP on January 7, 2018. Using that data and applying the method we previously discussed with LACERS, we have 
estimated the increase in NPL to improve past service earned through January 6, 2018 from Tier 1 to enhanced Tier 1 by using 
salary and other demographic information reported in the June 30, 2018 valuation. That increase in NPL was calculated by 
using service earned through January 6, 2018.1 That increase in the NPL determined using the actuarial assumptions in the 
June 30, 2018 valuation has been adjusted to reflect the anticipated payment of the $5,700 required to receive the enhanced 
benefits by every APO member with past service. We have further adjusted the change in the NPL to reflect the contributions 
paid by the Airport for the period January 7, 2018 to June 30, 2018. 

 The NPL increased from $5.28 billion as of June 30, 2017 to $5.71 billion as of June 30, 2018 mainly due to changes in the 
actuarial assumptions (that change was about $0.48 billion), inclusion of the enhanced benefits for the APO discussed above 
(that change was about $0.03 billion), and other miscellaneous losses (including about $0.13 billion due to higher than 
expected salaries for continuing active members), offset somewhat by the return on the market value of retirement plan assets 
of 9.35%2 during 2017/2018 that was more than the assumption of 7.25% used in the June 30, 2017 valuation (that gain was 
about $0.28 billion). Changes in these values during the last two fiscal years ending June 30, 2017 and June 30, 2018 can be 
found in Exhibit 5. 

 The discount rate used to measure the TPL and NPL as of June 30, 2018 and 2017 was 7.25%, following the same assumption 
used by the System in the pension funding valuations as of the same dates. The detailed calculations used in the derivation of 
the discount rate of 7.25% used in the calculation of the TPL and NPL as of June 30, 2018 can be found in Appendix A of 
Section 3. Various other information that is required to be disclosed can be found throughout Exhibits 1 through 13 in 
Section 2. 

                                                
1 We have excluded benefit enhancement for service earned after January 6, 2018 because higher normal cost contributions would have already been paid by 

the Airport. 
2 Net of investment expenses only. 
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 The NPLs for the three employer categories in LACERS (i.e., the City, Airports, and Harbor) as of June 30, 2017 and 
June 30, 2018 are allocated based on the actual employer contributions made during 2016/2017 and 2017/2018, respectively. 
The steps we used for the allocation are as follows: 

 - First calculate the ratio of the employer category’s contributions to the total contributions. 
 - Then multiply this ratio by the NPL to determine the employer category’s proportionate share of the NPL. The NPL 

allocation can be found in Exhibit 7 in Section 2. 

 Based on the responses to our recent queries of LACERS, it is our understanding that no special considerations are necessary 
in preparing the accounting experience and liability for the Airport to reflect the effects of either APO members transferring 
out of LACERS or APO members remaining in LACERS and receiving an enhanced retirement benefit. Accordingly, Segal 
did not alter the allocation process for determining each employer category’s share of the total plan NPL. That is, the 
allocation continues to be based on the ratio of the employer category’s contributions to the plan’s total employer 
contributions. 

 Results shown in this report exclude any employer contributions made after the measurement date of June 30, 2018. The 
employer should consult with their auditor to determine the deferred outflow that should be created for these contributions. 
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Summary of Key Valuation Results 

Reporting Date for Employer under GAS 68 6/30/2019(1) 6/30/2018(2) 
Measurement Date for Employer under GAS 68 6/30/2018 6/30/2017 
Disclosure elements for fiscal year ending June 30:   
1. Service cost(3) $352,282,612 $340,758,622 
2.  Total Pension Liability 19,944,579,058 18,458,187,953  
3.  Plan’s Fiduciary Net Position 14,235,230,528 13,180,515,725  
4.  Net Pension Liability 5,709,348,530 5,277,672,228  
5.  Pension expense 627,667,477 572,654,105 

Schedule of contributions for fiscal year ending June 30:   
6.  Actuarially determined contributions $450,195,254 $453,356,059 
7.  Actual contributions 450,195,254 453,356,059 
8.  Contribution deficiency/(excess): (6) – (7) 0 0 

Demographic data for plan year ending June 30:   
9.  Number of retired members and beneficiaries 19,379 18,805 
10.  Number of vested terminated members(4) 8,028 7,428 
11.  Number of active members 26,042 25,457 

Key assumptions as of June 30:   
12. Investment rate of return 7.25% 7.25% 
13. Inflation rate 3.00% 3.00% 
14.  Projected salary increases(5) Ranges from 10.00% to 3.90%, 

based on years of service 
Ranges from 10.00% to 3.90%, 

based on years of service 
(1) The reporting date and measurement date for the Plan are June 30, 2018. 
(2) The reporting date and measurement date for the Plan are June 30, 2017. 
(3) The service cost is based on the previous year’s valuation, meaning the June 30, 2018 and June 30, 2017 measurement date values are based on the 

valuations as of June 30, 2017 and June 30, 2016, respectively. The June 30, 2018 measurement date service cost has been calculated using the assumptions 
shown in the June 30, 2017 measurement date column and the June 30, 2017 measurement date service cost has been calculated using the following 
assumptions: 

Key assumptions as of June 30, 2016:  
Investment rate of return 7.50% 
Inflation rate 3.25% 
Projected salary increases* Ranges from 10.50% to 4.40%, based on years of service 
*Includes inflation of 3.25% plus real across the board salary increases of 0.75% plus merit and promotional increases. 

 (4) Includes terminated members due a refund of employee contributions. 
(5) Includes inflation at 3.00% plus real across the board salary increase of 0.50% plus merit and promotional increases that vary by service. 
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Important Information about Actuarial Valuations 

An actuarial valuation is a budgeting tool with respect to the financing of future projected obligations of a pension plan. It is an 
estimated forecast – the actual long-term cost of the Plan will be determined by the actual benefits and expenses paid and the 
actual investment experience of the Plan. 

In order to prepare an actuarial valuation, Segal relies on a number of input items. These include: 

 Plan of benefits Plan provisions define the rules that will be used to determine benefit payments, and those rules, or the 
interpretation of them, may change over time. Even where they appear precise, outside factors may change how they operate. 
It is important to keep Segal informed with respect to plan provisions and administrative procedures, and to review the plan 
summary included in this report (as well as the plan summary included in our funding valuation report) to confirm that Segal 
has correctly interpreted the plan of benefits. 

 Participant data An actuarial valuation for a plan is based on data provided to the actuary by the System. Segal does not 
audit such data for completeness or accuracy, other than reviewing it for obvious inconsistencies compared to prior data and 
other information that appears unreasonable. It is important for Segal to receive the best possible data and to be informed 
about any known incomplete or inaccurate data. 

 Assets This valuation is based on the market value of assets as of the valuation date, as provided by the System. The System 
uses an “actuarial value of assets” that differs from market value to gradually reflect year-to-year changes in the market value 
of assets in determining contribution requirements. 

 Actuarial assumptions In preparing an actuarial valuation, Segal projects the benefits to be paid to existing plan participants 
for the rest of their lives and the lives of their beneficiaries. This projection requires actuarial assumptions as to the probability 
of death, disability, termination, and retirement of each participant for each year. In addition, the benefits projected to be paid 
for each of those events in each future year reflect actuarial assumptions as to salary increases and cost-of-living adjustments. 
The projected benefits are then discounted to a present value, based on the assumed rate of return that is expected to be 
achieved on the plan’s assets. There is a reasonable range for each assumption used in the projection and the results may vary 
materially based on which assumptions are selected. It is important for any user of an actuarial valuation to understand this 
concept. Actuarial assumptions are periodically reviewed to ensure that future valuations reflect emerging plan experience. 
While future changes in actuarial assumptions may have a significant impact on the reported results, that does not mean that 
the previous assumptions were unreasonable. 

The user of Segal’s actuarial valuation (or other actuarial calculations) should keep the following in mind: 

 The actuarial valuation is prepared at the request of the Board to assist the sponsors of the Fund in preparing items related to 
the pension plan in their financial reports. Segal is not responsible for the use or misuse of its report, particularly by any other 
party. 
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 An actuarial valuation is a measurement of the plan’s assets and liabilities at a specific date. Accordingly, except where 
otherwise noted, Segal did not perform an analysis of the potential range of future financial measures. The actual long-term 
cost of the Plan will be determined by the actual benefits and expenses paid and the actual investment experience of the Plan. 

 If the System is aware of any event or trend that was not considered in this valuation that may materially change the results of 
the valuation, Segal should be advised, so that we can evaluate it. 

 Segal does not provide investment, legal, accounting, or tax advice. Segal’s valuation is based on our understanding of 
applicable guidance in these areas and of the plan’s provisions, but they may be subject to alternative interpretations. The 
Board should look to their other advisors for expertise in these areas. 

As Segal has no discretionary authority with respect to the management or assets of the Plan, it is not a fiduciary in its capacity as 
actuaries and consultants with respect to LACERS.
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EXHIBIT 1 
General Information – “Financial Statements”, Note Disclosures and Required Supplementary Information for a Single-
Employer Pension Plan 

Plan Description 

Plan administration. The Los Angeles City Employees’ Retirement System (LACERS) was established by City Charter in 1937. 
LACERS is a single-employer public employee retirement system whose main function is to provide retirement benefits to the 
civilian employees of the City of Los Angeles. 

Under the provisions of the City Charter, the Board of Administration (the "Board") has the responsibility and authority to 
administer the Plan and to invest its assets. The Board members serve as trustees and must act in the exclusive interest of the 
Plan's members and beneficiaries. The Board has seven members: four members, one of whom shall be a retired member of 
the system, shall be appointed by the Mayor subject to the approval of the Council; two members shall be active employee 
members of the system elected by the active employee members; one shall be a retired member of the system elected by the 
retired members of the system. 

Plan membership. At June 30, 2018, pension plan membership consisted of the following: 

Retired members or beneficiaries currently receiving benefits 19,379 
Vested terminated members entitled to, but not yet receiving benefits(1) 8,028 
Active members 26,042 
Total 53,449 
(1) Includes terminated members due a refund of employee contributions 

Benefits provided. LACERS provides service retirement, disability, death and survivor benefits to eligible employees. Employees 
of the City become members of LACERS on the first day of employment in a position with the City in which the employee is not 
excluded from membership. Members employed prior to July 1, 2013 are designated as Tier 1. All Tier 1 Airport Peace Officers 
(including certain fire fighters) appointed to their positions before January 7, 2018 who elected to remain at LACERS after 
January 7, 2018 are designated as Tier 1 Enhanced. Those employed on or after February 21, 2016 are designated as Tier 3 (unless 
a specific exception applies to the employee, providing a right to Tier 1 status).  

Tier 1 and Tier 1 Enhanced members are eligible to retire for service with a normal retirement benefit once they attain the age of 
70, or the age of 60 with 10 or more years of continuous City service, or the age of 55 with 30 or more years of City service. Tier 
3 members are eligible to retire for service with a normal retirement benefit at 1.50% of final average monthly compensation per 
year of service credit once they attain the age of 60 with 10 years of service (but with less than 30 years of service), including 5 
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years of continuous City service, or at 2.00% of final average monthly compensation per year of service credit once they attain the 
age of 60 with 30 years of service, including 5 years of continuous City service. 

Tier 1 and 3 members are eligible to retire for disability once they have 5 or more years of continuous service. Tier 1 Enhanced 
members are eligible to retire for service-connected disability without a service requirement, and once they have 5 or more years 
of continuous service for a nonservice-connected disability. 

Under the Tier 1 formula, the monthly service retirement allowance at normal retirement age is 2.16% of final average monthly 
compensation per year of service credit. Under the Tier 1 Enhanced formula, the monthly service retirement allowance at normal 
retirement age is 2.30% of final average monthly compensation per year of service credit. Reduced retirement allowances are 
available for early retirement for Tier 1 and Tier 1 Enhanced members reaching age 55 with 10 or more years of continuous City 
service, or with 30 or more years of City service at any age. The Tier 1 and Tier 1 Enhanced early retirement reduction factors, for 
retirement below age 60, are as follows: 

Age  Factor  Age  Factor 
45  0.6250  53  0.8650 
46  0.6550  54  0.8950 
47  0.6850  55  0.9250 
48  0.7150  56  0.9400 
49  0.7450  57  0.9550 
50  0.7750  58  0.9700 
51  0.8050  59  0.9850 
52  0.8350  60  1.0000 

Under the Tier 3 formula, the monthly service retirement allowance at normal retirement age is 2.00% of final average monthly 
compensation per year of service credit. Reduced retirement allowances are available for early retirement for Tier 3 members prior 
to reaching age 60 with 30 years of service, including 5 years of continuous City service. The Tier 3 retirement reduction factors 
at early retirement ages are as follows: 

Age  Factor  Age  Factor 
45  0.6250  50  0.7750 
46  0.6550  51  0.8050 
47  0.6850  52  0.8350 
48  0.7150  53  0.8650 
49  0.7450  54  0.8950 

    55-60  1.0000 
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Tier 3 members are eligible to retire with an enhanced retirement benefit at 2.00% of final average monthly compensation per year 
of service credit once they attain the age of 63 with 10 years of service (but with less than 30 years of service), including 5 years 
of continuous City service, or at 2.10% of final average monthly compensation per year of service credit once they attain the age 
of 63 with 30 years of service, including 5 years of continuous City service. 

Under Tier 1 and Tier 1 Enhanced, pension benefits are calculated based on the highest average salary earned during a 12-month 
period (including base salary plus regularly assigned pensionable bonuses or premium pay). Under Tier 3, pension benefits are 
calculated based on the highest average salary earned during a 36-month period (limited to base salary and any items of 
compensation that are designated as pension based). The IRC Section 401(a)(17) compensation limit applies to all employees who 
began membership in LACERS after June 30, 1996. 

For Tier 1 and Tier 1 Enhanced members, the maximum monthly retirement allowance is 100% of the final average monthly 
compensation. For Tier 3 members, the maximum monthly retirement allowance is 80% of the final average monthly 
compensation, except when the benefit is based solely on the annuity component funded by the member’s contributions. 

In lieu of the service retirement allowance under the Tier 1, Tier 1 Enhanced, and Tier 3 formulas (“unmodified option”), the 
member may choose an optional retirement allowance. The unmodified option provides the highest monthly benefit and a 50% 
continuance to an eligible surviving spouse or domestic partner for Tier 1, Tier 1 Enhanced, and Tier 3 members. The optional 
retirement allowances require a reduction in the unmodified option amount in order to allow the member the ability to provide 
various benefits to a surviving spouse, domestic partner, or named beneficiary. 

LACERS provides annual cost-of-living adjustments (COLAs) to all retirees. The cost-of-living adjustments are made each July 1 
based on the percentage change in the average of the Consumer Price Index for the Los Angeles-Riverside-Orange County Area--
All Items For All Urban Consumers. It is capped at 3.0% for Tier 1 and Tier 1 Enhanced, and at 2.0% for Tier 3. 

The City of Los Angeles contributes to the retirement plan based upon actuarially determined contribution rates adopted by the 
Board of Administration. Employer contribution rates are adopted annually based upon recommendations received from 
LACERS’ actuary after the completion of the annual actuarial valuation. The combined employer contribution rate as of 
June 30, 2018 was 21.88% of compensation.3 

All members are required to make contributions to LACERS regardless of their tier. Currently, all Tier 1 members contribute at 
11.0% or 11.5% of compensation, and all Tier 1 Enhanced and Tier 3 members contribute at 11.0% of compensation. 

                                                

3 Based on the June 30, 2016 funding valuation (which established funding requirements for fiscal year 2017/2018). Exhibit 6 in Section 2 of this report 
provides details on how this rate was calculated. 
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EXHIBIT 2 
Net Pension Liability 

 
Reporting Date for Employer under GAS 68 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 68 June 30, 2018 June 30, 2017 
The components of the Net Pension Liability are as follows:   

Total Pension Liability $19,944,579,058 $18,458,187,953 
Plan’s Fiduciary Net Position -14,235,230,528 -13,180,515,725 
Net Pension Liability $5,709,348,530 $5,277,672,228 
Plan’s Fiduciary Net Position as a percentage of the Total Pension Liability 71.37% 71.41% 

The NPL was measured as of June 30, 2018 and 2017. The Plan’s Fiduciary Net Position was valued as of the measurement date, 
while the TPL was determined based upon the results of the actuarial valuations as of June 30, 2018 and 2017, respectively. 

Plan provisions. The plan provisions used in the measurement of the NPL as of June 30, 2018 and 2017 are the same as those used 
in the LACERS funding valuations as of June 30, 2018 and 2017, respectively. 

Actuarial assumptions. The TPL as of June 30, 2018 was determined by an actuarial valuation as of June 30, 2018. The actuarial 
assumptions in the June 30, 2018 valuation were based on the results of an experience study for the period from July 1, 2014 
through June 30, 2017. They are the same as the assumptions used in the June 30, 2018 funding actuarial valuation for LACERS. 
The assumptions are outlined in Section 3 of this report. In particular, the following actuarial assumptions were applied to all 
periods included in the measurement: 

Inflation 3.00% 
Salary increases  Ranges from 10.00% to 3.90% based on years of service, including inflation 
Investment rate of return 7.25%, net of pension plan investment expense, including inflation 
Other assumptions Same as those used in the June 30, 2018 actuarial valuation 

The TPL as of June 30, 2017 was determined by an actuarial valuation as of June 30, 2017. The actuarial assumptions in the 
June 30, 2017 valuation were based on the results of an experience study for the period from July 1, 2011 through June 30, 2014. 
They are the same as the assumptions used in the June 30, 2017 funding actuarial valuation for LACERS.  
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In particular, the following actuarial assumptions were applied to all periods included in the measurement: 

Inflation 3.00% 
Salary increases  Ranges from 10.00% to 3.90% based on years of service, including inflation 
Investment rate of return 7.25%, net of pension plan investment expense, including inflation 
Other assumptions Same as those used in the June 30, 2017 actuarial valuation 
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EXHIBIT 3 
Target Asset Allocation 

The long-term expected rate of return on pension plan investments was determined using a building-block method in which expected 
future real rates of return (expected returns, net of inflation) are developed for each major asset class. These returns are combined to 
produce the long-term expected rate of return by weighting the expected future real rates of return by the target asset allocation 
percentage and by adding expected inflation and subtracting expected investment expenses and a risk margin. The target allocation and 
projected arithmetic real rates of return for each major asset class, after deducting inflation, but before deducting investment expenses 
are summarized in the following table. These values were used in the derivation of the long-term expected investment rate of return 
assumption for the actuarial valuation as of June 30, 2018. This information is subject to change every three years based on the 
actuarial experience study. 

Asset Class Target Allocation 

Long-Term 
(Arithmetic) Expected 
Real Rate of Return 

U.S. Large Cap Equity 14.00% 5.32% 
U.S. Small Cap Equity 5.00% 6.07% 
Developed International Large Cap Equity 17.00% 6.67% 
Developed International Small Cap Equity 3.00% 7.14% 
Emerging Market Equity 7.00% 8.87% 
Core Bond 13.75% 1.04% 
High Yield Bond 2.00% 3.09% 
Bank Loan 2.00% 3.00% 
TIPS 3.50% 0.97% 
Emerging Market Debt (External) 4.50% 3.44% 
Real Estate 7.00% 4.68% 
Cash  1.00% 0.01% 
Commodities 1.00% 3.36% 
Additional Public Real Assets 1.00% 4.76% 
Real Estate Investment Trust 0.50% 5.91% 
Private Debt  3.75% 5.50% 
Private Equity 14.00% 8.97% 
Total 100.00%  
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Discount rate: The discount rate used to measure the Total Pension Liability was 7.25% as of June 30, 2018 and June 30, 2017. 
The projection of cash flows used to determine the discount rate assumed plan member contributions will be made at the current 
contribution rate and that employer contributions will be made at rates equal to the actuarially determined contribution rates. For 
this purpose, only employee and employer contributions that are intended to fund benefits for current plan members and their 
beneficiaries are included. Projected employer contributions that are intended to fund the service costs for future plan members 
and their beneficiaries, as well as projected contributions from future plan members, are not included. Based on those 
assumptions, the Pension Plan's Fiduciary Net Position was projected to be available to make all projected future benefit payments 
for current plan members. Therefore, the long-term expected rate of return on pension plan investments was applied to all periods 
of projected benefit payments to determine the Total Pension Liability as of both June 30, 2018 and June 30, 2017. 
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EXHIBIT 4 
Discount Rate Sensitivity 

Sensitivity of the Net Pension Liability to changes in the discount rate. The following presents the Net Pension Liability of 
LACERS as of June 30, 2018, which is allocated to all employer categories, calculated using the discount rate of 7.25%, as well as 
what LACERS’ NPL would be if it were calculated using a discount rate that is 1-percentage-point lower (6.25%) or 
1-percentage-point higher (8.25%) than the current rate: 

 Net Pension Liability 

Employer Category 
1% Decrease 

(6.25%) 

Current  
Discount Rate 

(7.25%) 
1% Increase 

(8.25%) 
City  $6,968,824,707  $4,708,641,301  $2,846,127,605  
Airports 1,162,208,868 785,272,253 474,656,041 
Harbor     318,845,392     215,434,976     130,219,185 
Total for all Employer Categories  $8,449,878,967 $5,709,348,530  $3,451,002,831 
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EXHIBIT 5 
Schedule of Changes in Net Pension Liability – Last Two Fiscal Years 

Reporting Date for Employer under GAS 68 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 68 June 30, 2018 June 30, 2017 
Total Pension Liability   
1. Service cost(1) $352,282,612 $340,758,622  
2. Interest 1,332,878,299  1,302,278,282  
3. Change of benefit terms 25,173,222 0 
4. Differences between expected and actual experience 144,224,403 -146,474,065 
5. Changes of assumptions or other inputs 483,717,164  340,717,846  
6. Benefit payments, including refunds of member contributions -851,884,595 -804,089,061 
7. Net change in Total Pension Liability $1,486,391,105 $1,033,191,624  

   

8. Total Pension Liability – beginning 18,458,187,953  17,424,996,329  
9. Total Pension Liability – ending  $19,944,579,058 $18,458,187,953  

   

Plan’s Fiduciary Net Position   
10. Contributions – employer $450,195,254 $453,356,059  
11. Contributions – employee 230,756,920  221,828,781  
12. Net investment income 1,243,817,173  1,517,544,363  
13. Benefit payments, including refunds of member contributions -851,884,595 -804,089,061 
14. Administrative expense -17,698,803 -17,453,832 
15. Other        -471,146(2)                      0 
16. Net change in Plan’s Fiduciary Net Position $1,054,714,803 $1,371,186,310  

   

17. Plan’s Fiduciary Net Position – beginning 13,180,515,725 11,809,329,415  
18. Plan’s Fiduciary Net Position – ending  $14,235,230,528  $13,180,515,725  
19. Net Pension Liability – ending: (9) – (18) $5,709,348,530 $5,277,672,228  

   

20. Plan’s Fiduciary Net Position as a percentage of the Total Pension Liability 71.37% 71.41% 
21. Covered payroll(3) $2,057,565,478 $1,973,048,633  
22. Plan Net Pension Liability as percentage of covered payroll 277.48% 267.49% 
   

(1) The service cost is based on the previous year’s valuation, meaning the 2018 and 2017 values are based on the valuations as of June 30, 2017 and 
June 30, 2016, respectively. The 2018 service cost has been calculated using the assumptions shown in the 2017 column on page iv and the 2017 
service cost has been calculated using the following assumptions: 

Key assumptions as of June 30, 2016:  
Investment rate of return 7.50% 
Inflation rate 3.25% 
Projected salary increases* Range from 10.50% to 4.40%, based on years of service 
*Includes inflation of 3.25% plus real across the board salary increases of 0.75% plus merit and promotional increases. 

(2) Correction made by LACERS to beginning of year interest posted to member reserves. 
(3) Covered payroll is defined as the payroll on which contributions to a pension plan are based. 
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EXHIBIT 6 
Schedule of Employer Contributions – Last Ten Fiscal Years 

Year Ended 
June 30, 

Actuarially 
Determined 

Contributions 

Contributions in 
Relation to the 

Actuarially 
Determined 

Contributions 
Contribution 

Deficiency/(Excess) Covered Payroll(1) 

Contributions as  
a Percentage of  
Covered Payroll 

      

2009 $274,554,786 $274,554,786 $0 $1,832,795,577 14.98% 
2010 258,642,795 258,642,795 0 1,827,864,283 14.15% 
2011 303,560,953 303,560,953 0 1,678,059,440 18.09% 
2012 308,539,905 308,539,905 0 1,715,197,133 17.99% 
2013 346,180,852 346,180,852 0 1,736,112,598 19.94% 
2014 357,649,232 357,649,232 0 1,802,931,195 19.84% 
2015 381,140,923 381,140,923 0 1,835,637,409 20.76% 
2016 440,546,011 440,546,011 0 1,876,946,179 23.47% 
2017 453,356,059 453,356,059 0  1,973,048,633  22.98% 
2018 450,195,254 450,195,254 0  2,057,565,478 21.88% 

(1) Covered payroll is defined as the payroll on which contributions to a pension plan are based. 
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Notes to Exhibit 6 

Methods and assumptions used to establish 
“actuarially determined contribution” (ADC) 
rates: 

 

Valuation date Actuarially determined contribution rates are calculated as of June 30, two years prior to the end of the fiscal 
year in which contributions are reported 

Actuarial cost method Entry Age Cost Method (individual basis) 
Amortization method Level percent of payroll 
Amortization period Multiple layers, closed amortization periods. Actuarial gains/losses are amortized over 15 years. Assumption 

or method changes are amortized over 20 years. Plan changes, including the 2009 ERIP, are amortized over 
15 years. Future ERIPs will be amortized over 5 years. Actuarial surplus is amortized over 30 years. The 
existing layers on June 30, 2012, except those arising from the 2009 ERIP and the two GASB 25/27 layers, 
were combined and amortized over 30 years. 

Asset valuation method Market value of assets less unrecognized returns in each of the last seven years. Unrecognized return is equal 
to the difference between the actual market return and the expected return on the market value, and is 
recognized over a seven-year period. The actuarial value of assets cannot be less than 60% or greater than 
140% of the market value of assets. 

Actuarial assumptions: June 30, 2018 valuation date 
Investment rate of return 7.25% 
Inflation rate 3.00% 
Real across the board salary increase 0.50% 
Projected salary increases(1) Ranges from 10.00% to 3.90%, based on years of service 
Cost of living adjustments 3.00% for Tier 1; 2.00% for Tier 3 (actual increases are contingent upon CPI increases with a 3.00% 

maximum for Tier 1 and a 2.00% maximum for Tier 3) 
Mortality (Post-Retirement) Healthy: Headcount-Weighted RP-2014 Healthy Annuitant Mortality Tables (separate tables for males and 

females) projected generationally with the two-dimensional mortality improvement Scale MP-2017. 
Other assumptions Same as those used in the June 30, 2018 funding actuarial valuation 

   

(1) Includes inflation at 3.00% plus across the board salary increases of 0.50% plus merit and promotional increases. 
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EXHIBIT 7 
Determination of Proportionate Share 

Actual Employer Contributions by Employer Category 
July 1, 2016 to June 30, 2017 

Employer Category Contributions Percentage(1) 
City $373,668,441  82.423% 
Airports 62,111,588  13.700% 
Harbor 17,576,030  3.877% 
Total for all Employer Categories $453,356,059 100.000% 
 
(1) The unrounded percentages are used in the allocation of the NPL amongst employer categories. 
 
 

Allocation of June 30, 2017 Net Pension Liability 

Employer Category NPL Percentage 
City $4,350,001,537  82.423% 
Airports 723,062,142  13.700% 
Harbor 204,608,549  3.877% 
Total for all Employer Categories $5,277,672,228 100.000% 
 
 
Notes: 

1. Based on the July 1, 2016 through June 30, 2017 employer contributions as provided by LACERS. 

2. The Net Pension Liability is the Total Pension Liability minus the Plan’s Fiduciary Net Position (plan assets). 

3. The NPL is allocated based on the actual contributions from each employer category. The steps used for the allocation are as follows: 

- First calculate the ratio of the contributions from the employer category to the total contributions. 

- Then multiply this ratio by the NPL to determine the employer category’s proportionate share of the NPL. 
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EXHIBIT 7 (continued) 
Determination of Proportionate Share 

Actual Employer Contributions by Employer Category 
July 1, 2017 to June 30, 2018 

Employer Category Contributions Percentage(1) 
City $371,287,189 82.473% 
Airports 61,920,522 13.754% 
Harbor 16,987,543 3.773% 
Total for all Employer Categories $450,195,254 100.000% 
 
(1) The unrounded percentages are used in the allocation of the NPL amongst employer categories. 
 
 

Allocation of June 30, 2018 Net Pension Liability 

Employer Category NPL Percentage 
City $4,708,641,301 82.473% 
Airports 785,272,253 13.754% 
Harbor 215,434,976 3.773% 
Total for all Employer Categories $5,709,348,530 100.000% 
 
 
Notes: 

1. Based on the July 1, 2017 through June 30, 2018 employer contributions as provided by LACERS. 

2. The Net Pension Liability is the Total Pension Liability minus the Plan’s Fiduciary Net Position (plan assets). 

3. The NPL is allocated based on the actual contributions from each employer category. The steps used for the allocation are as follows: 

- First calculate the ratio of the contributions from the employer category to the total contributions. 

- Then multiply this ratio by the NPL to determine the employer category’s proportionate share of the NPL. 
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EXHIBIT 7 (continued) 
Determination of Proportionate Share  

Notes: 

For purposes of the above results, the reporting date for the employer under GAS 68 is June 30, 2019. The reporting date and measurement date for the Plan 
under GAS 67 are June 30, 2018. Consistent with the provisions of GAS 68, the assets and liabilities measured as of June 30, 2018 are not adjusted or rolled 
forward to the June 30, 2019 reporting date. Other results, such as the total deferred inflows and outflows would also be allocated based on the same 
proportionate shares determined above. 

The following items are allocated based on the corresponding proportionate share: 

  1) Net Pension Liability 
  2) Service cost 
  3) Interest on the Total Pension Liability 
  4) Expensed portion of current-period benefit changes 
  5) Expensed portion of current-period difference between actual and expected experience in the Total Pension Liability 
  6) Expensed portion of current-period changes of assumptions or other inputs 
  7) Member contributions 
  8) Projected earnings on plan investments 
  9) Expensed portion of current-period differences between projected and actual earnings on plan investments 
  10) Administrative expense 
  11) Recognition of beginning of year deferred outflows of resources as pension expense 
  12) Recognition of beginning of year deferred inflows of resources as pension expense 
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EXHIBIT 8 
Pension Expense – Total for all Employer Categories 

Reporting Date for Employer under GAS 68 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 68 June 30, 2018 June 30, 2017 
Components of Pension Expense   
1. Service cost           $352,282,612  $340,758,622 
2. Interest on the Total Pension Liability        1,332,878,299  1,302,278,282 
3. Expensed portion of current-period changes in proportion and differences between employer's 

contributions and proportionate share of contributions                             0   0 
4. Expensed portion of current-period benefit changes             25,173,222  0 
5. Expensed portion of current-period difference between actual and expected experience in the 

Total Pension Liability             27,523,741  -28,331,541 
6. Expensed portion of current-period changes of assumptions or other inputs             92,312,436  65,902,872 
7. Actual member contributions          -230,756,920 -221,828,781 
8. Projected earnings on plan investments          -963,674,963 -895,795,394 
9. Expensed portion of current-period differences between projected and actual earnings on  

plan investments            -56,028,442 -124,349,794 
10. Administrative expense             17,698,803  17,453,832 
11. Other                  471,146  0 
12. Recognition of beginning of year deferred outflows of resources as pension expense           497,308,901  431,406,029 
13. Recognition of beginning of year deferred inflows of resources as pension expense          -467,521,358 -314,840,022 
14. Net amortization of deferred amounts from changes in proportion and differences between 

employer’s contributions and proportionate share of contributions                     0                     0 
Pension Expense            $627,667,477  $572,654,105 

 



SECTION 2: GAS 68 Information for the Los Angeles City Employees’ Retirement System 

16 

EXHIBIT 8 (continued) 
Pension Expense – City 

Reporting Date for Employer under GAS 68 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 68 June 30, 2018 June 30, 2017 
Components of Pension Expense   
1. Service cost           $290,536,202  $280,862,559 
2. Interest on the Total Pension Liability        1,099,257,784  1,073,373,314 
3. Expensed portion of current-period changes in proportion and differences between employer's 

contributions and proportionate share of contributions                  487,113  1,475,900 
4. Expensed portion of current-period benefit changes             20,760,981  0 
5. Expensed portion of current-period difference between actual and expected experience in the 

Total Pension Liability             22,699,512  -23,351,630 
6. Expensed portion of current-period changes of assumptions or other inputs             76,132,355  54,318,947 
7. Actual member contributions          -190,310,953 -182,837,337 
8. Projected earnings on plan investments          -794,766,637 -738,339,020 
9. Expensed portion of current-period differences between projected and actual earnings on  

plan investments            -46,208,045 -102,492,495 
10. Administrative expense             14,596,641  14,385,924 
11. Other                  388,566  0 
12. Recognition of beginning of year deferred outflows of resources as pension expense           410,142,982  355,576,627 
13. Recognition of beginning of year deferred inflows of resources as pension expense          -385,576,457 -259,499,741 
14. Net amortization of deferred amounts from changes in proportion and differences between 

employer’s contributions and proportionate share of contributions                  8,647,295        7,171,395 
Pension Expense            $526,787,339  $480,644,443 
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EXHIBIT 8 (continued) 
Pension Expense – Airports 

Reporting Date for Employer under GAS 68 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 68 June 30, 2018 June 30, 2017 
Components of Pension Expense   
1. Service cost             $48,453,474  $46,685,291 
2. Interest on the Total Pension Liability           183,326,055  178,417,318 
3. Expensed portion of current-period changes in proportion and differences between employer's 

contributions and proportionate share of contributions                  526,278  -860,879 
4. Expensed portion of current-period benefit changes               3,462,362  0 
5. Expensed portion of current-period difference between actual and expected experience in the 

Total Pension Liability               3,785,656  -3,881,534 
6. Expensed portion of current-period changes of assumptions or other inputs             12,696,789  9,028,956 
7. Actual member contributions            -31,738,649 -30,391,428 
8. Projected earnings on plan investments          -132,545,282 -122,727,541 
9. Expensed portion of current-period differences between projected and actual earnings on  

plan investments              -7,706,235 -17,036,418 
10. Administrative expense               2,434,320  2,391,245 
11. Other                    64,802  0 
12. Recognition of beginning of year deferred outflows of resources as pension expense             68,400,603  59,104,346 
13. Recognition of beginning of year deferred inflows of resources as pension expense            -64,303,580 -43,134,339 
14. Net amortization of deferred amounts from changes in proportion and differences between 

employer’s contributions and proportionate share of contributions   -5,243,766   -4,382,887 
Pension Expense              $81,612,827  $73,212,130 
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EXHIBIT 8 (continued) 
Pension Expense – Harbor 

Reporting Date for Employer under GAS 68 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 68 June 30, 2018 June 30, 2017 
Components of Pension Expense   
1. Service cost             $13,292,936  $13,210,772 
2. Interest on the Total Pension Liability             50,294,460  50,487,650 
3. Expensed portion of current-period changes in proportion and differences between employer's 

contributions and proportionate share of contributions              -1,013,391 -615,021 
4. Expensed portion of current-period benefit changes                  949,879  0 
5. Expensed portion of current-period difference between actual and expected experience in the 

Total Pension Liability               1,038,573  -1,098,377 
6. Expensed portion of current-period changes of assumptions or other inputs               3,483,292  2,554,969 
7. Actual member contributions              -8,707,318 -8,600,016 
8. Projected earnings on plan investments            -36,363,044 -34,728,833 
9. Expensed portion of current-period differences between projected and actual earnings on  

plan investments              -2,114,162 -4,820,881 
10. Administrative expense                  667,842  676,663 
11. Other                    17,778  0 
12. Recognition of beginning of year deferred outflows of resources as pension expense             18,765,316  16,725,056 
13. Recognition of beginning of year deferred inflows of resources as pension expense            -17,641,321 -12,205,942 
14. Net amortization of deferred amounts from changes in proportion and differences between 

employer’s contributions and proportionate share of contributions   -3,403,529   -2,788,508 
Pension Expense             $19,267,311  $18,797,532 
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EXHIBIT 9 
Deferred Outflows of Resources and Deferred Inflows of Resources – Total for all Employer Categories 

Reporting Date for Employer under GAS 68 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 68 June 30, 2018 June 30, 2017 
Deferred Outflows of Resources   
1. Changes in proportion and differences between employer's contributions and proportionate share 

of contributions(1)             $22,180,649  $28,975,744 
2. Changes of assumptions or other inputs           686,966,699  501,222,692 
3. Net excess of projected over actual earnings on pension plan investments (if any)                            N/A    57,233,980 
4. Differences between actual and expected experience in the Total Pension Liability   116,700,662                      0 
5. Total deferred outflows of resources           $825,848,010  $587,432,416 

Deferred Inflows of Resources   
6. Changes in proportion and differences between employer's contributions and proportionate share 

of contributions(1)             $22,180,649  $28,975,744 
7. Changes of assumptions or other inputs                            0    0 
8. Net excess of actual over projected earnings on pension plan investments (if any)           130,607,120  N/A 
9. Differences between expected and actual experience in the Total Pension Liability   271,844,497    411,445,007 
10. Total deferred inflows of resources           $424,632,266  $440,420,751 

Deferred outflows of resources and deferred inflows of resources related to pension will be recognized as follows: 

Reporting Date for Employer under GAS 68, Year Ended June 30:   
2019 N/A $29,787,543 
2020           $255,003,381  191,195,646 
2021             84,005,228  20,197,493 
2022            -36,748,408 -100,556,143 
2023             70,194,861  6,387,126 
2024             28,760,682  0 

Thereafter 0 0 
(1) Calculated in accordance with Paragraphs 54 and 55 of GAS 68. 
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EXHIBIT 9 
Deferred Outflows of Resources and Deferred Inflows of Resources – City 

Reporting Date for Employer under GAS 68 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 68 June 30, 2018 June 30, 2017 
Deferred Outflows of Resources   
1. Changes in proportion and differences between employer's contributions and proportionate share 

of contributions(1)            $17,763,839  $25,251,342 
2. Changes of assumptions or other inputs           566,558,471  413,121,426 
3. Net excess of projected over actual earnings on pension plan investments (if any)                           N/A    47,173,809 
4. Differences between actual and expected experience in the Total Pension Liability     96,245,930                      0 
5. Total deferred outflows of resources           $680,568,240  $485,546,577 

Deferred Inflows of Resources   
6. Changes in proportion and differences between employer's contributions and proportionate share 

of contributions(1)               $1,285,910  $2,191,481 
7. Changes of assumptions or other inputs                            0    0 
8. Net excess of actual over projected earnings on pension plan investments (if any)           107,714,930  N/A 
9. Differences between expected and actual experience in the Total Pension Liability   224,196,897    339,124,207 
10. Total deferred inflows of resources           $333,197,737  $341,315,688 

Deferred outflows of resources and deferred inflows of resources related to pension will be recognized as follows: 

Reporting Date for Employer under GAS 68, Year Ended June 30:   
2019 N/A $33,199,001 
2020          $217,783,029  164,576,976 
2021             74,575,076  21,454,093 
2022            -27,453,624 -80,514,531 
2023             58,629,462  5,515,350 
2024             23,836,560  0 

Thereafter 0 0 
(1) Calculated in accordance with Paragraphs 54 and 55 of GAS 68. 
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EXHIBIT 9 
Deferred Outflows of Resources and Deferred Inflows of Resources – Airports 

Reporting Date for Employer under GAS 68 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 68 June 30, 2018 June 30, 2017 
Deferred Outflows of Resources   
1. Changes in proportion and differences between employer's contributions and proportionate share 

of contributions(1)               $4,416,810  $3,724,402 
2. Changes of assumptions or other inputs             94,486,417  68,669,508 
3. Net excess of projected over actual earnings on pension plan investments (if any)                            N/A    7,841,283 
4. Differences between actual and expected experience in the Total Pension Liability     16,051,182                    0 
5. Total deferred outflows of resources           $114,954,409  $80,235,193 

Deferred Inflows of Resources   
6. Changes in proportion and differences between employer's contributions and proportionate share 

of contributions(1)               $9,244,866  $16,027,641 
7. Changes of assumptions or other inputs                            0    0 
8. Net excess of actual over projected earnings on pension plan investments (if any)             17,963,897  N/A 
9. Differences between expected and actual experience in the Total Pension Liability   37,389,895    56,369,607 
10. Total deferred inflows of resources             $64,598,658  $72,397,248 

Deferred outflows of resources and deferred inflows of resources related to pension will be recognized as follows: 

Reporting Date for Employer under GAS 68, Year Ended June 30:   
2019 N/A -$1,162,754 
2020             $31,939,193  22,533,938 
2021             10,110,243  796,899 
2022              -5,810,407 -15,058,848 
2023             10,034,631  728,710 
2024               4,082,091  0 

Thereafter 0 0 
(1) Calculated in accordance with Paragraphs 54 and 55 of GAS 68. 
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EXHIBIT 9 
Deferred Outflows of Resources and Deferred Inflows of Resources – Harbor 

Reporting Date for Employer under GAS 68 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 68 June 30, 2018 June 30, 2017 
Deferred Outflows of Resources   
1. Changes in proportion and differences between employer's contributions and proportionate share 

of contributions(1)                            $0    $0 
2. Changes of assumptions or other inputs             25,921,811  19,431,758 
3. Net excess of projected over actual earnings on pension plan investments (if any) N/A 2,218,888 
4. Differences between actual and expected experience in the Total Pension Liability     4,403,550                    0 
5. Total deferred outflows of resources             $30,325,361  $21,650,646 

Deferred Inflows of Resources   
6. Changes in proportion and differences between employer's contributions and proportionate share 

of contributions(1)             $11,649,873  $10,756,622 
7. Changes of assumptions or other inputs                            0    0 
8. Net excess of actual over projected earnings on pension plan investments (if any)               4,928,293  N/A 
9. Differences between expected and actual experience in the Total Pension Liability   10,257,705    15,951,193 
10. Total deferred inflows of resources             $26,835,871  $26,707,815 

Deferred outflows of resources and deferred inflows of resources related to pension will be recognized as follows: 

Reporting Date for Employer under GAS 68, Year Ended June 30:   
2019 N/A -$2,248,704 
2020               $5,281,159  4,084,732 
2021                 -680,091 -2,053,499 
2022             -3,484,377 -4,982,764 
2023               1,530,768  143,066 
2024                  842,031  0 

Thereafter 0 0 
(1) Calculated in accordance with Paragraphs 54 and 55 of GAS 68. 
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EXHIBIT 9 (continued) 
Deferred Outflows of Resources and Deferred Inflows of Resources 

There are changes in each employer category’s proportionate share of the total Net Pension Liability during the measurement period 
ended June 30, 2018. The net effect of the change on the employer category’s proportionate share of the collective Net Pension 
Liability and collective deferred outflows of resources and deferred inflows of resources is recognized over the average of the 
expected remaining service lives of all employees that are provided with pensions through LACERS which is 5.24 years determined 
as of June 30, 2017 (the beginning of the measurement period ending June 30, 2018). 

In addition, the difference between the actual employer contributions and the proportionate share of the employer contributions during 
the measurement period ended June 30, 2018 is recognized over the same period. 

The average of the expected service lives of all employees is determined by: 

• Calculating each active employee’s expected remaining service life as the present value of $1 per year of future service at zero 
percent interest. 

• Setting the remaining service life to zero for each nonactive or retired member. 

• Dividing the sum of the above amounts by the total number of active employee, nonactive and retired members. 
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EXHIBIT 10 
Schedule of Proportionate Share of the Net Pension Liability – Total for all Employer Categories 

Reporting Date  
for Employer  
under GAS 68  
as of June 30 

Proportion of the  
Net Pension Liability 

Proportionate share of 
Net Pension Liability Covered payroll(1) 

Proportionate share of the 
 Net Pension Liability 
 as a percentage of its 

covered payroll 

Plan’s Fiduciary Net 
Position as a percentage of 
the Total Pension Liability 

2014 100.000% $4,727,177,064 $1,736,112,598 272.29% 68.23% 

2015 100.000% 4,457,773,626 1,802,931,195 247.25% 72.57% 

2016 100.000% 4,989,426,361 1,835,637,409 271.81% 70.49% 

2017 100.000% 5,615,666,914 1,876,946,179 299.19% 67.77% 

2018 100.000% 5,277,672,228 1,973,048,633 267.49% 71.41% 

2019 100.000% 5,709,348,530 2,057,565,478 277.48% 71.37% 
(1) Covered payroll is defined as the payroll on which contributions to a pension plan are based. 
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EXHIBIT 10 (continued) 
Schedule of Proportionate Share of the Net Pension Liability – City 

Reporting Date 
for Employer 
under GAS 68 
as of June 30 

Proportion of the 
Net Pension Liability 

Proportionate share of 
Net Pension Liability Covered payroll(1) 

Proportionate share of the 
 Net Pension Liability 
as a percentage of its 

covered payroll 

Plan’s Fiduciary Net 
Position as a percentage of 
the Total Pension Liability 

2014 81.453% $3,850,425,590 $1,414,115,080 272.29% 68.23% 

2015 81.972% 3,654,125,793 1,477,663,755 247.29% 72.57% 

2016 81.869% 4,084,786,762 1,504,659,940 271.48% 70.49% 

2017 82.271% 4,620,035,451 1,540,925,299 299.82% 67.77% 

2018 82.423% 4,350,001,537 1,625,808,930 267.56% 71.41% 

2019 82.473% 4,708,641,301 1,701,304,099 276.77% 71.37% 
(1) Covered payroll is defined as the payroll on which contributions to a pension plan are based. 
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EXHIBIT 10 (continued) 
Schedule of Proportionate Share of the Net Pension Liability – Airports 

Reporting Date 
for Employer 
under GAS 68 
as of June 30 

Proportion of the 
Net Pension Liability 

Proportionate share of 
Net Pension Liability Covered payroll(1) 

Proportionate share of the 
 Net Pension Liability 
as a percentage of its 

covered payroll 

Plan’s Fiduciary Net 
Position as a percentage of 
the Total Pension Liability 

2014 14.299% $675,950,764 $248,251,046 272.29% 68.23% 

2015 13.804% 615,348,678 249,227,877 246.90% 72.57% 

2016 13.979% 697,482,231 255,014,220 273.51% 70.49% 

2017 13.789% 774,356,211 260,929,145 296.77% 67.77% 

2018 13.700% 723,062,142 271,035,342 266.78% 71.41% 

2019 13.754% 785,272,253 278,681,843 281.78% 71.37% 
(1) Covered payroll is defined as the payroll on which contributions to a pension plan are based. 
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EXHIBIT 10 (continued) 
Schedule of Proportionate Share of the Net Pension Liability – Harbor 

Reporting Date 
for Employer 
under GAS 68 
as of June 30 

Proportion of the 
Net Pension Liability 

Proportionate share of 
Net Pension Liability Covered payroll(1) 

Proportionate share of the 
 Net Pension Liability 
as a percentage of its 

covered payroll 

Plan’s Fiduciary Net 
Position as a percentage of 
the Total Pension Liability 

2014 4.248% $200,800,710 $73,746,472 272.29% 68.23% 

2015 4.224% 188,299,155 76,039,563 247.63% 72.57% 

2016 4.152% 207,157,368 75,963,249 272.71% 70.49% 

2017 3.940% 221,275,252 75,091,735 294.67% 67.77% 

2018 3.877% 204,608,549 76,204,361 268.50% 71.41% 

2019 3.773% 215,434,976 77,579,536 277.70% 71.37% 
(1) Covered payroll is defined as the payroll on which contributions to a pension plan are based. 
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EXHIBIT 11 
Schedule of Reconciliation of Net Pension Liability – Total for all Employer Categories 

Reporting Date for Employer under GAS 68 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 68 June 30, 2018 June 30, 2017 
Reconciliation of Net Pension Liability    
1. Beginning Net Pension Liability        $5,277,672,228  $5,615,666,914 
2. Pension Expense           627,667,477  572,654,105 
3. Employer Contributions          -450,195,254 -453,356,059 
4. New Net Deferred Inflows/Outflows           283,991,622  -340,726,725 
5. Change in Allocation of Prior Deferred Inflows/Outflows                            0    0 
6. New Net Deferred Flows Due to Change in Proportion                            0    0 
7. Recognition of Prior Deferred Inflows/Outflows            -29,787,543 -116,566,007 
8. Recognition of Prior Deferred Flows Due to Change in Proportion                        0                        0 
9. Ending Net Pension Liability        $5,709,348,530  $5,277,672,228 



SECTION 2: GAS 68 Information for the Los Angeles City Employees’ Retirement System 

29 

EXHIBIT 11 (continued) 
Schedule of Reconciliation of Net Pension Liability – City 

Reporting Date for Employer under GAS 68 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 68 June 30, 2018 June 30, 2017 
Reconciliation of Net Pension Liability    
1. Beginning Net Pension Liability        $4,350,001,537  $4,620,035,451 
2. Pension Expense           526,787,339  480,644,443 
3. Employer Contributions          -371,287,189 -373,668,441 
4. New Net Deferred Inflows/Outflows           234,214,933  -280,836,269 
5. Change in Allocation of Prior Deferred Inflows/Outflows                    73,138  920,128 
6. New Net Deferred Flows Due to Change in Proportion               2,065,363  6,154,506 
7. Recognition of Prior Deferred Inflows/Outflows            -24,566,525 -96,076,886 
8. Recognition of Prior Deferred Flows Due to Change in Proportion        -8,647,295        -7,171,395 
9. Ending Net Pension Liability        $4,708,641,301  $4,350,001,537 
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EXHIBIT 11 (continued) 
Schedule of Reconciliation of Net Pension Liability – Airports 

Reporting Date for Employer under GAS 68 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 68 June 30, 2018 June 30, 2017 
Reconciliation of Net Pension Liability    
1. Beginning Net Pension Liability           $723,062,142  $774,356,211 
2. Pension Expense             81,612,827  73,212,130 
3. Employer Contributions            -61,920,522 -62,111,588 
4. New Net Deferred Inflows/Outflows             39,060,628  -46,680,921 
5. Change in Allocation of Prior Deferred Inflows/Outflows                    79,018  -536,702 
6. New Net Deferred Flows Due to Change in Proportion               2,231,417  -3,589,868 
7. Recognition of Prior Deferred Inflows/Outflows              -4,097,023 -15,970,007 
8. Recognition of Prior Deferred Flows Due to Change in Proportion      5,243,766       4,382,887 
9. Ending Net Pension Liability           $785,272,253  $723,062,142 
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EXHIBIT 11 (continued) 
Schedule of Reconciliation of Net Pension Liability – Harbor 

Reporting Date for Employer under GAS 68 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 68 June 30, 2018 June 30, 2017 
Reconciliation of Net Pension Liability    
1. Beginning Net Pension Liability           $204,608,549  $221,275,252 
2. Pension Expense             19,267,311  18,797,532 
3. Employer Contributions            -16,987,543 -17,576,030 
4. New Net Deferred Inflows/Outflows             10,716,061  -13,209,535 
5. Change in Allocation of Prior Deferred Inflows/Outflows                 -152,156 -383,426 
6. New Net Deferred Flows Due to Change in Proportion              -4,296,780 -2,564,638 
7. Recognition of Prior Deferred Inflows/Outflows              -1,123,995 -4,519,114 
8. Recognition of Prior Deferred Flows Due to Change in Proportion      3,403,529       2,788,508 
9. Ending Net Pension Liability           $215,434,976  $204,608,549 
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EXHIBIT 12 
Schedule of Recognition of Changes in Total Net Pension Liability   

Increase (Decrease) in Pension Expense Arising from the Recognition of the Effects 
of Differences between Actual and Expected Experience on Total Pension Liability 

Reporting 
Date for 

Employer 
under GAS 68,  

Year Ended 
June 30 

Differences 
between 

Actual and 
Expected 

Experience 

Recognition 
Period 
(Years) 

Reporting Date for Employer under GAS 68, Year Ended June 30: 

2018 2019 2020 2021 2022 2023 2024 Thereafter 
2015 -$161,871,265 5.62 -$28,802,716 -$28,802,716 -$17,857,685 $0 $0 $0 $0 $0 
2016 -135,821,076 5.42 -25,059,239 -25,059,239 -25,059,239 -10,524,881 0 0 0 0 
2017 -300,812,751 5.24 -57,407,014 -57,407,014 -57,407,014 -57,407,014 -13,777,681 0 0 0 
2018 -146,474,065 5.17 -28,331,541 -28,331,541 -28,331,541 -28,331,541 -28,331,541 -4,816,360 0 0 
2019 144,224,403 5.24              N/A 27,523,741 27,523,741 27,523,741 27,523,741 27,523,741 6,605,698 0 

Net increase (decrease) in pension expense -$139,600,510 -$112,076,769 -$101,131,738 -$68,739,695 -$14,585,481 $22,707,381 $6,605,698 $0 
 

Increase (Decrease) in Pension Expense Arising from the Recognition 
of the Effects of Assumption Changes 

Reporting 
Date for 

Employer 
under GAS 68,  

Year Ended 
June 30 

Effects of 
Assumption 

Changes 

Recognition 
Period 
(Years) 

Reporting Date for Employer under GAS 68, Year Ended June 30: 

2018 2019 2020 2021 2022 2023 2024 Thereafter 
2015 $785,439,114 5.62 $139,757,849 $139,757,849 $86,649,869 $0 $0 $0 $0 $0 
2016 0 5.42                  0                  0                 0 0 0 0 0 0 
2017 0 5.24                  0                  0                0 0 0 0 0 0 
2018 340,717,846 5.17 65,902,872 65,902,872 65,902,872 65,902,872 65,902,872 11,203,486 0 0 
2019 483,717,164 5.24              N/A 92,312,436 92,312,436 92,312,436 92,312,436 92,312,436 22,154,984 0 

Net increase (decrease) in pension expense $205,660,721  $297,973,157 $244,865,177 $158,215,308 $158,215,308 $103,515,922 $22,154,984 $0 

As described in Exhibit 9, the average of the expected remaining service lives of all employees that are provided with pensions through 
LACERS (active and inactive employees) determined as of June 30, 2017 (the beginning of the measurement period ending 
June 30, 2018) is 5.24 years. 
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EXHIBIT 12 (continued) 
Schedule of Recognition of Changes in Total Net Pension Liability 

Increase (Decrease) in Pension Expense Arising from the Recognition of 
Differences between Projected and Actual Earnings on Pension Plan Investments 

Reporting 
Date for 

Employer 
under GAS 68,  

Year Ended  

Differences 
between 

Projected 
and Actual  

Recognition 
Period  

Reporting Date for Employer under GAS 68, Year Ended June 30: 

June 30 Earnings (Years) 2018 2019 2020 2021 2022 2023 2024 Thereafter 
2015 -$1,017,855,266 5.00 -$203,571,053 -$203,571,054 $0 $0 $0 $0 $0 $0 
2016 583,701,643 5.00 116,740,329 116,740,329 116,740,327 0 0 0 0 0 
2017 874,539,255 5.00 174,907,851 174,907,851 174,907,851 174,907,851 0 0 0 0 
2018 -621,748,969 5.00 -124,349,794 -124,349,794 -124,349,794 -124,349,794 -124,349,793 0 0 0 
2019 -280,142,210 5.00              N/A -56,028,442 -56,028,442 -56,028,442 -56,028,442 -56,028,442 0 0 

Net increase (decrease) in pension expense -$36,272,667 -$92,301,110 $111,269,942 -$5,470,385 -$180,378,235 -$56,028,442 $0 $0 

The differences between projected and actual earnings on pension plan investments are recognized over a five-year period per 
Paragraph 33b. of GASB 68. 

Increase (Decrease) in Pension Expense 

Reporting 
Date for 

Employer 
under GAS 68,  

Year Ended  

Total 
Differences 

and   
Reporting Date for Employer under GAS 68, Year Ended June 30: 

June 30 Changes  2018 2019 2020 2021 2022 2023 2024 Thereafter 
2015 -$394,287,417  -$92,615,920 -$92,615,921 $68,792,184 $0 $0 $0 $0 $0 
2016 447,880,567  91,681,090 91,681,090 91,681,088 -10,524,881 0 0 0 0 
2017 573,726,504  117,500,837 117,500,837 117,500,837 117,500,837 -13,777,681 0 0 0 
2018 -427,505,188  -86,778,463 -86,778,463 -86,778,463 -86,778,463 -86,778,462 6,387,126 0 0 
2019 347,799,357        N/A 63,807,735 63,807,735 63,807,735 63,807,735 63,807,735 28,760,682 0 

Net increase (decrease) in pension expense $29,787,544 $93,595,278 $255,003,381 $84,005,228 -$36,748,408 $70,194,861 $28,760,682 $0 

Amortization amounts prior to June 30, 2018 have been omitted from this exhibit. These amounts can be found in prior years’ GAS 68 
reports. 
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EXHIBIT 13 
Allocation of Changes in Total Net Pension Liability  

In addition to the amounts shown in Exhibit 12, there are changes in each employer’s proportionate share of the total Net Pension 
Liability during the measurement period ending on June 30, 2018. The net effect of the change on the employer’s proportionate share 
of the collective Net Pension Liability and collective deferred outflows of resources and deferred inflows of resources is also 
recognized over the average of the expected remaining service lives of all employees shown above. The difference between the actual 
employer contributions and the proportionate share of the employer contributions during the measurement period ending on 
June 30, 2018 is recognized over the same periods. These amounts are shown below. While these amounts are different for each 
employer, they sum to zero over the entire LACERS. 

Increase (Decrease) in Pension Expense Arising from the Recognition of the Effects of the Change in Proportion and 
Change in Employer Contributions for the Reporting Date for Employer under GAS 68, Year Ended June 30, 2019 

 Total Change to  
Recognition 

Period 
Reporting Date for Employer under GAS 68, Year Ended June 30: 

 
 be Recognized (Years) 2019 2020 2021 2022 2023 2024 Thereafter 

City 2,552,476 5.24 487,113 487,113 487,113 487,113 487,113 116,911 $0 

Airports 2,757,695 5.24 526,278 526,278 526,278 526,278 526,278 126,305 0 

Harbor -5,310,171 5.24 -1,013,391 -1,013,391 -1,013,391 -1,013,391 -1,013,391 -243,216 0 

Total for all Employer 
Categories $0  $0 $0 $0 $0 $0 $0 $0 
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EXHIBIT 13 (continued) 
Allocation of Changes in Total Net Pension Liability  

The corresponding amounts for the measurement period ending on June 30, 2017 are shown below: 

Increase (Decrease) in Pension Expense Arising from the Recognition of the Effects of the Change in Proportion and 
Change in Employer Contributions for the Reporting Date for Employer under GAS 68, Year Ended June 30, 2018 

 Total Change to  
Recognition 

Period 
Reporting Date for Employer under GAS 68, Year Ended June 30: 

 
 be Recognized (Years) 2018 2019 2020 2021 2022 2023 Thereafter 

City 7,630,406 5.17 1,475,900 1,475,900 1,475,900 1,475,900 1,475,900 250,906 $0 

Airports -4,450,747 5.17 -860,879 -860,879 -860,879 -860,879 -860,879 -146,352 0 

Harbor -3,179,659 5.17 -615,021 -615,021 -615,021 -615,021 -615,021 -104,554 0 

Total for all Employer 
Categories $0  $0 $0 $0 $0 $0 $0 $0 
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EXHIBIT 13 (continued) 
Allocation of Changes in Total Net Pension Liability  

The corresponding amounts for the measurement period ending on June 30, 2016 are shown below: 

Increase (Decrease) in Pension Expense Arising from the Recognition of the Effects of the Change in Proportion and 
Change in Employer Contributions for the Reporting Date for Employer under GAS 68, Year Ended June 30, 2017 

 Total Change to  
Recognition 

Period 
Reporting Date for Employer under GAS 68, Year Ended June 30: 

 
 be Recognized (Years) 2017 2018 2019 2020 2021 2022 Thereafter 

City $19,446,722 5.24 $3,711,207 $3,711,207 $3,711,207 $3,711,207 $3,711,207 $890,687 $0 

Airports -9,200,091 5.24 -1,755,743 -1,755,743 -1,755,743 -1,755,743 -1,755,743 -421,376 0 

Harbor -10,246,631 5.24 -1,955,464 -1,955,464 -1,955,464 -1,955,464 -1,955,464 -469,311 0 

Total for all Employer 
Categories $0  $0 $0 $0 $0 $0 $0 $0 

 

 



SECTION 2: GAS 68 Information for the Los Angeles City Employees’ Retirement System 

37 

EXHIBIT 13 (continued) 
Allocation of Changes in Total Net Pension Liability  

The corresponding amounts for the measurement period ending on June 30, 2015 are shown below: 

Increase (Decrease) in Pension Expense Arising from the Recognition of the Effects of the Change in Proportion and 
Change in Employer Contributions for the Reporting Date for Employer under GAS 68, Year Ended June 30, 2016 

 Total Change to  
Recognition 

Period 
Reporting Date for Employer under GAS 68, Year Ended June 30: 

 
 be Recognized (Years) 2016 2017 2018 2019 2020 2021 Thereafter 

City -$4,908,194 5.42 -$905,571 -$905,571 -$905,571 -$905,571 -$905,571 -$380,339 $0 

Airports 8,341,429 5.42 1,539,009 1,539,009 1,539,009 1,539,009 1,539,009 646,384 0 

Harbor -3,433,235 5.42 -633,438 -633,438 -633,438 -633,438 -633,438 -266,045 0 

Total for all Employer 
Categories $0  $0 $0 $0 $0 $0 $0 $0 
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EXHIBIT 13 (continued) 
Allocation of Changes in Total Net Pension Liability  

The corresponding amounts for the measurement period ending on June 30, 2014 are shown below: 

Increase (Decrease) in Pension Expense Arising from the Recognition of the Effects of the Change in Proportion and 
Change in Employer Contributions for the Reporting Date for Employer under GAS 68, Year Ended June 30, 2015 

 Total Change to  
Recognition 

Period 
Reporting Date for Employer under GAS 68, Year Ended June 30: 

 
 be Recognized (Years) 2015 2016 2017 2018 2019 2020 Thereafter 

City $24,535,564 5.62 $4,365,759 $4,365,759 $4,365,759 $4,365,759 $4,365,759 $2,706,769 $0 

Airports -23,413,780 5.62 -4,166,153 -4,166,153 -4,166,153 -4,166,153 -4,166,153 -2,583,015 0 

Harbor -1,121,784 5.62 -199,606 -199,606 -199,606 -199,606 -199,606 -123,754 0 

Total for all Employer 
Categories $0  $0 $0 $0 $0 $0 $0 $0 
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Actuarial Assumptions and Methods 
For June 30, 2018 Measurement Date and Employer Reporting as of June 30, 2019 

Rationale for Assumptions:  The information and analysis used in selecting each assumption that has a significant 
effect on this actuarial valuation is shown in the July 1, 2014 through June 30, 2017 
Actuarial Experience Study dated June 29, 2018 and the June 30, 2017 Review of 
Economic Actuarial Assumptions dated June 30, 2017 (which was subsequently updated 
by our supplemental information letter dated August 10, 2017). Unless otherwise noted, 
all actuarial assumptions and methods shown below apply to both Tier 1 and Tier 3 
members. These assumptions were adopted by the Board. 

Economic Assumptions: 

Net Investment Return: 7.25%, net of investment expenses 

Consumer Price Index: Increase of 3.00% per year; benefit increases due to CPI subject to 3.00% maximum for 
Tier 1 and 2.00% maximum for Tier 3. 

Employee Contribution 
Crediting Rate: Based on average of 5-year Treasury note rate. An assumption of 3.00% is used to 

approximate that crediting rate in this valuation. 

Salary Increases: Inflation: 3.00%; plus additional 0.50% “across the board” salary increases (other than 
inflation); plus the following merit and promotional increases: 

Service  Percentage Increase 
0  6.50% 
1  6.20% 
2  5.10% 
3  3.10% 
4  2.10% 
5  1.10% 
6  1.00% 
7  0.90% 
8  0.70% 
9  0.60% 

10+  0.40% 
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Demographic Assumptions:  

Post-Retirement Mortality Rates: 
Healthy Members and  
All Beneficiaries: Headcount-Weighted RP-2014 Healthy Annuitant Mortality Tables (separate tables for 

males and females) projected generationally with the two-dimensional mortality 
improvement scale MP-2017. 

Disabled Members: Headcount-Weighted RP-2014 Disabled Retiree Mortality Tables (separate tables for 
males and females) projected generationally with the two-dimensional mortality 
improvement scale MP-2017. 

The RP-2014 mortality tables and adjustments as shown above reflect the morality experience as of the measurement date. 
The generational projection is a provision for future mortality improvement. 

 
Termination Rates Before Retirement: 

Pre-Retirement Mortality: Headcount-Weighted RP-2014 Employee Mortality Tables (separate tables for males and 
females) times 90%, projected generationally with the two-dimensional mortality 
improvement scale MP-2017. 

 Rate (%) 
Age Disability Termination* 

25 0.01 7.00 
30 0.02 7.00 
35 0.05 5.50 
40 0.07 3.90 
45 0.13 3.20 
50 0.19 2.70 
55 0.20 2.50 
60 0.20 2.50 

* Rates for members with five or more years of service. Termination rates are zero for members eligible to 
retire. 
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Rates of termination for members with less than 5 years of service are as follows: 
 

  Rate (%) 
Service  Termination (Based on Service) 

0  12.00 
1  10.00 
2  9.00 
3  8.25 
4  7.75 

Retirement Rates: 
  Rate (%) 
 Tier 1  APO Tier 1(1)  Tier 3 

Age  Non-55/30 55/30  Non-55/30 55/30  Non-55/30 55/30 
50  6.0 0.0  7.0 0.0  6.0 0.0 
51  3.0 0.0  4.0 0.0  3.0 0.0 
52  3.0 0.0  4.0 0.0  3.0 0.0 
53  3.0 0.0  4.0 0.0  3.0 0.0 
54  17.0 0.0  18.0 0.0  16.0 0.0 
55  6.0 24.0  7.0 25.0  0.0(2) 23.0 
56  6.0 16.0  7.0 17.0  0.0(2) 15.0 
57  6.0 16.0  7.0 17.0  0.0(2) 15.0 
58  6.0 16.0  7.0 17.0  0.0(2) 15.0 
59  6.0 16.0  7.0 17.0  0.0(2) 15.0 
60  7.0 16.0  8.0 17.0  6.0 15.0 
61  7.0 16.0  8.0 17.0  6.0 15.0 
62  7.0 16.0  8.0 17.0  6.0 15.0 
63  7.0 16.0  8.0 17.0  6.0 15.0 
64  7.0 16.0  8.0 17.0  6.0 15.0 
65  13.0 20.0  14.0 21.0  12.0 19.0 
66  13.0 20.0  14.0 21.0  12.0 19.0 
67  13.0 20.0  14.0 21.0  12.0 19.0 
68  13.0 20.0  14.0 21.0  12.0 19.0 
69  13.0 20.0  14.0 21.0  12.0 19.0 
70  100.0 100.0  100.0 100.0  100.0 100.0 

(1) Consistent with the cost study prepared for the adoption of enhanced Tier 1 benefits, we have estimated the rates above by increasing the 
retirement rates for Tier 1 by a flat 1%. 

(2) Not eligible to retire under the provisions of the Tier 3 plan. 
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Retirement Age and Benefit for  
Inactive Vested Participants: Pension benefit paid at the later of age 59 or the current attained age. 
 For reciprocals, 3.90% compensation increases per annum. 
Exclusion of Inactive Members: All inactive participants are included in the valuation. 
Unknown Data for Members: Same as those exhibited by members with similar known characteristics. If not specified, 

members are assumed to be male. 
Percent Married/Domestic Partner: 76% of male participants; 50% of female participants. 
Age of Spouse: Male retirees are assumed to be 3 years older than their female spouses. Female retirees 

are assumed to be 2 years younger than their male spouses. 
Service: Employment service is used for eligibility determination purposes. Benefit service is used 

for benefit calculation purposes. 

Future Benefit Accruals: 1.0 year of service credit per year. 
Other Reciprocal Service: 5% of future inactive vested members will work at a reciprocal system. 

Actuarial Methods: 

Actuarial Value of Assets: The market value of assets less unrecognized returns in each of the last seven years. 
Unrecognized return is equal to the difference between the actual and expected returns on 
a market value basis and is recognized over a seven-year period. The actuarial value of 
assets cannot be less than 60% or greater than 140% of the market value of assets. 

 

Actuarial Cost Method: Entry Age Cost Method, level percent of salary. 
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Funding Policy: The plan sponsor of the City of Los Angeles Employees' Retirement System makes 
contributions equal to the normal cost adjusted by an amount to amortize any surplus or 
unfunded actuarial accrued liability. The amortization method for the UAAL is a level 
percent of payroll, assuming annual increases in total covered payroll equal to inflation 
plus across the board increases (other than inflation). Both the normal cost and the 
actuarial accrued liability are determined under the Entry Age cost method and are 
calculated on an individual basis. Entry age is calculated as age on the valuation date 
minus years of employment service. 

 Under the current funding policy, changes in the UAAL due to actuarial gains/losses are 
amortized over separate 15-year periods. Any changes in the UAAL due to assumption or 
method changes are amortized over separate 20-year periods. Plan changes, including the 
2009 ERIP, are amortized over separate 15-year periods. Future ERIPs will be amortized 
over 5 years. Any actuarial surplus is amortized over 30 years. All the bases on or before 
June 30, 2012, except those arising from the 2009 ERIP and the two GASB 25/27 layers, 
were combined and amortized over 30 years effective June 30, 2012. 

 The recommended contribution is set equal to the contribution under the current funding 
policy plus an additional contribution due to the application of the 40-year minimum 
amortization requirement for both fiscal year 2003/2004 and fiscal year 2004/2005. The 
amortization of the 40-year minimum for 2003/2004 and 2004/2005 will be fully 
completed in the next two valuations. 

Expected Remaining Service Lives:  The average of the expected service lives of all employees is determined by: 

• Calculating each active employee’s expected remaining service life as the present value 
of $1 per year of future service at zero percent interest. 

• Setting the remaining service life to zero for each nonactive or retired member. 

• Dividing the sum of the above amounts by the total number of active employee, 
nonactive and retired members. 
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Changes in Actuarial Assumptions: Based on the July 1, 2014 through June 30, 2017 Actuarial Experience Study, the 
following actuarial assumptions were changed. Previously, these assumptions were as 
follows: 

Demographic Assumptions:  

Post-Retirement Mortality Rates: 
Healthy Members and  
All Beneficiaries: RP-2000 Combined Healthy Mortality Tables projected with Scale BB to 2020, set back 

one year for males and with no setback for females. 
Disabled Members: RP-2000 Combined Healthy Mortality Tables projected with Scale BB to 2020, set 

forward seven years for males and set forward eight years for females. 
The above mortality tables contain about a 10% margin, based on actual to expected deaths, as a provision to reflect future 
mortality improvement, based on a review of mortality experience as of the measurement date. 

 
Termination Rates Before Retirement: 

Pre-Retirement Mortality: RP-2000 Combined Healthy Mortality Tables projected with Scale BB to 2020, set back 
one year for males and with no setback for females. 

 Rate (%) 
Age Disability Termination* 

25 0.01 5.75 
30 0.03 5.75 
35 0.05 4.85 
40 0.09 3.50 
45 0.15 2.70 
50 0.19 2.50 
55 0.20 2.35 
60 0.20 2.35 

* Rates for members with five or more years of service. Termination rates are zero for members eligible to 
retire. 
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Changes in Actuarial Assumptions (continued): 

Rates of termination for members with less than 5 years of service are as follows: 

  Rate (%) 
Service  Termination (Based on Service) 

0  13.25 
1  11.00 
2  8.75 
3  7.25 
4  5.75 

Retirement Rates: 
  Rate (%) 
 Tier 1  APO Tier 1(1)  Tier 3 

Age  Non-55/30 55/30  Non-55/30 55/30  Non-55/30 55/30 
50  6.0 0.0  7.0 0.0  6.0 0.0 
51  3.0 0.0  4.0 0.0  3.0 0.0 
52  3.0 0.0  4.0 0.0  3.0 0.0 
53  3.0 0.0  4.0 0.0  3.0 0.0 
54  16.0 0.0  17.0 0.0  15.0 0.0 
55  6.0 20.0  7.0 21.0  0.0(2) 19.0 
56  6.0 14.0  7.0 15.0  0.0(2) 13.0 
57  6.0 14.0  7.0 15.0  0.0(2) 13.0 
58  6.0 14.0  7.0 15.0  0.0(2) 13.0 
59  6.0 14.0  7.0 15.0  0.0(2) 13.0 
60  6.0 14.0  7.0 15.0  5.0 13.0 
61  7.0 14.0  7.0 15.0  5.0 13.0 
62  7.0 15.0  8.0 16.0  6.0 14.0 
63  7.0 15.0  8.0 16.0  6.0 14.0 
64  7.0 16.0  8.0 17.0  6.0 15.0 
65  12.0 17.0  13.0 18.0  11.0 16.0 
66  12.0 17.0  13.0 18.0  11.0 16.0 
67  12.0 17.0  13.0 18.0  11.0 16.0 
68  12.0 17.0  13.0 18.0  11.0 16.0 
69  12.0 17.0  13.0 18.0  11.0 16.0 
70  100.0 100.0  100.0 100.0  100.0 100.0 

(1) Consistent with the cost study prepared for the adoption of enhanced Tier 1 benefits, we have estimated the rates above by increasing the 
retirement rates for Tier 1 by a flat 1%. 

(2) Not eligible to retire under the provisions of the Tier 3 plan. 
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Changes in Actuarial Assumptions (continued): 

Retirement Age and Benefit for  
Inactive Vested Participants: Pension benefit paid at the later of age 58 or the current attained age. 
 For reciprocals, 3.90% compensation increases per annum. 
Age of Spouse: Male retirees are assumed to be 4 years older than their female spouses. Female retirees 

are assumed to be 2 years younger than their male spouses. 
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APPENDIX A 
Calculation of Discount Rate of 7.25% as of June 30, 2018 
Projection of Pension Plan’s Fiduciary Net Position ($ in millions) 
 

Projected Beginning Projected Projected Projected Projected Projected Ending
Year Plan Fiduciary Total Benefit Administrative Investment Plan Fiduciary

Beginning Net Position Contributions Payments Expenses Earnings Net Position
July 1, (a) (b) (c) (d) (e) (f) = (a) + (b) - (c) - (d) + (e)
2017 $13,181 $681 $852 $18 $1,243 $14,235
2018 14,235 757 991 19 1,019 15,000
2019 15,000 752 1,023 20 1,073 15,783
2020 15,783 750 1,085 21 1,127 16,553
2021 16,553 750 1,149 22 1,180 17,312
2022 17,312 750 1,214 23 1,232 18,057
2023 18,057 750 1,279 24 1,284 18,787
2024 18,787 704 1,347 25 1,332 19,452
2025 19,452 709 1,413 26 1,378 20,100

2044 27,268 115 * 2,404 37 1,883 26,826
2045 26,826 110 * 2,414 36 1,850 26,336
2046 26,336 105 * 2,421 35 1,814 25,799
2047 25,799 99 * 2,426 35 1,775 25,212
2048 25,212 93 * 2,429 34 1,732 24,573

2081 2,526 16 * 501 3 163 2,201
2082 2,201 15 * 450 3 142 1,904
2083 1,904 13 * 401 3 122 1,636
2084 1,636 12 * 355 2 105 1,395
2085 1,395 11 * 313 2 89 1,181

2101 22 1 * 10 0 1 14
2102 14 1 * 7 0 1 9
2103 9 1 * 5 0 0 6
2104 6 1 * 3 0 0 3
2105 3 0 *,** 2 0 0 2
2106 2 0 *,** 1 0 0 1
2107 1 0 *,** 1 0 0 0
2108 0 0 *,** 1 0 0 0
2109 0 0 *,** 0 ** 0 0 0
2110 0 0 *,** 0 ** 0 0 0
2111 0 0 *,** 0 ** 0 0 0
2112 0 0 *,** 0 ** 0 0 0
2113 0 0 *,** 0 ** 0 0 0
2114 0 0 *,** 0 ** 0 0 0
2115 0 0 *,** 0 ** 0 0 0
2116 0 0 *,** 0 ** 0 0 0

*
** Less than $1 million, when rounded.

Mainly attributable to employer contributions to fund each year's annual administrative expenses.

Note that in preparing the above projections, we have not taken into consideration the one-year delay between the date of the contribution rate calculation and the 
implementation.
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APPENDIX A (continued) 
Calculation of Discount Rate of 7.25% as of June 30, 2018 
Projection of Pension Plan’s Fiduciary Net Position ($ in millions) 

 
 

Notes:
(1)
(2)
(3)
(4)
(5)

(6)

(7)

(8)
(9)

Column (e): Projected investment earnings are based on the assumed investment rate of return of 7.25% per annum.
As illustrated in this Exhibit, the Plan's Fiduciary Net Position was projected to be available to make all projected future benefit payments for current Plan members.  In 
other words, there is no projected 'cross-over date' when projected benefits are not covered by projected assets.  Therefore, the long-term expected rate of return on 
Plan investments of 7.25% per annum was applied to all periods of projected benefit payments to determine the Total Pension Liability as of June 30, 2018 shown 
earlier in this report, pursuant to paragraph 44 of GASB Statement No. 67.

Years 2026-2043, 2049-2080, and 2086-2100 have been omitted from this table.
Column (a): None of the projected beginning Plan Fiduciary Net Position amounts shown have been adjusted for the time value of money.
Column (b): Projected total contributions include employee and employer normal cost contributions based on closed group projections (based on covered active 
members as of June 30, 2018); plus employer contributions to the unfunded actuarial accrued liability; plus contributions to fund each year's annual administrative 
expenses reflecting a 15-year amortization schedule. Contributions are assumed to occur halfway through the year, on average.
Column (c): Projected benefit payments have been determined in accordance with paragraph 39 of GAS Statement No. 67, and are based on the closed group of 
active, inactive vested, retired members, and beneficiaries as of June 30, 2018. The projected benefit payments reflect the cost of living increase assumptions used in 
the June 30, 2018 funding valuation report.  Benefit payments are assumed to occur halfway through the year, on average. In accordance with paragraph 31.b.(1)(e) of 
GASB Statement No. 67, the long-term expected rate of return on Plan investments of 7.25% was applied to all periods of projected benefit payments to determine the 
discount rate.
Column (d): Projected administrative expenses are calculated as approximately 0.13% of the projected beginning Plan Fiduciary Net Position amount.  The 0.13% 
portion was based on the actual fiscal year 2017 - 2018 administrative expenses as a percentage of the beginning Plan Fiduciary Net Position amount as of July 1, 
2017.  Administrative expenses are assumed to occur halfway through the year, on average.

Amounts shown for the year beginning July 1, 2017 row are actual amounts, based on the unaudited financial statements provided by LACERS.
Amounts may not total exactly due to rounding.
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APPENDIX B 
Glossary of Terms 

Definitions of certain terms as they are used in Statement 68;4 the terms may have different meanings in other contexts. 

Active employees 
Individuals employed at the end of the reporting or measurement period, as applicable. 

Actual contributions 
Cash contributions recognized as additions to a pension plan’s fiduciary net position. 

Actuarial present value of projected benefit payments 
Projected benefit payments discounted to reflect the expected effects of the time value (present value) of money and the 
probabilities of payment. 

Actuarial valuation 
The determination, as of a point in time (the actuarial valuation date), of the service cost, total pension liability, and related 
actuarial present value of projected benefit payments for pensions performed in conformity with Actuarial Standards of Practice 
unless otherwise specified by the GASB. 

Actuarial valuation date 
The date as of which an actuarial valuation is performed. 

Actuarially determined contribution 
A target or recommended contribution to a defined benefit pension plan for the reporting period, determined in conformity with 
Actuarial Standards of Practice based on the most recent measurement available when the contribution for the reporting period 
was adopted. 

Ad hoc cost-of-living adjustments (ad hoc COLAs) 
Cost-of-living adjustments that require a decision to grant by the authority responsible for making such decisions. 

Ad hoc postemployment benefit changes  
Postemployment benefit changes that require a decision to grant by the authority responsible for making such decisions. 

Agent employer 
An employer whose employees are provided with pensions through an agent multiple-employer defined benefit pension plan. 

                                                

4 The definition for covered payroll is provided in GASB Statement No. 82 (which is an amendment of GASB Statements No. 67 and No. 68). 
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APPENDIX B (continued) 
Glossary of Terms 

Agent multiple-employer defined benefit pension plan (agent pension plan) 
A multiple-employer defined benefit pension plan in which pension plan assets are pooled for investment purposes but separate 
accounts are maintained for each individual employer so that each employer’s share of the pooled assets is legally available to pay 
the benefits of only its employees.  

Allocated insurance contract 
A contract with an insurance company under which related payments to the insurance company are currently used to purchase 
immediate or deferred annuities for individual employees. Also may be referred to as an annuity contract. 

Automatic cost-of-living adjustments (automatic COLAs) 
Cost-of-living adjustments that occur without a requirement for a decision to grant by a responsible authority, including those for 
which the amounts are determined by reference to a specified experience factor (such as the earnings experience of the pension 
plan) or to another variable (such as an increase in the consumer price index). 

Automatic postemployment benefit changes 
Postemployment benefit changes that occur without a requirement for a decision to grant by a responsible authority, including 
those for which the amounts are determined by reference to a specified experience factor (such as the earnings experience of the 
pension plan) or to another variable (such as an increase in the consumer price index). 

Closed period 
A specific number of years that is counted from one date and declines to zero with the passage of time. For example, if the 
recognition period initially is five years on a closed basis, four years remain after the first year, three years after the second year, 
and so forth. 

Collective deferred outflows of resources and deferred inflows of resources related to pensions 
Deferred outflows of resources and deferred inflows of resources related to pensions arising from certain changes in the collective 
net pension liability. 

Collective net pension liability 
The net pension liability for benefits provided through (1) a cost-sharing pension plan or (2) a single-employer or agent pension 
plan in circumstances in which there is a special funding situation. 

Collective pension expense 
Pension expense arising from certain changes in the collective net pension liability. 
 



SECTION 3: Actuarial Assumptions and Methods and Appendices for the Los Angeles City Employees’ Retirement 
System 

51 

APPENDIX B (continued) 
Glossary of Terms 

Contributions 
Additions to a pension plan’s fiduciary net position for amounts from employers, nonemployer contributing entities (for example, 
state government contributions to a local government pension plan), or employees. Contributions can result from cash receipts by 
the pension plan or from recognition by the pension plan of a receivable from one of these sources. 

Cost-of-living adjustments 
Postemployment benefit changes intended to adjust benefit payments for the effects of inflation. 

Cost-sharing employer 
An employer whose employees are provided with pensions through a cost-sharing multiple-employer defined benefit pension 
plan. 

Cost-sharing multiple-employer defined benefit pension plan (cost-sharing pension plan) 
A multiple-employer defined benefit pension plan in which the pension obligations to the employees of more than one employer 
are pooled and pension plan assets can be used to pay the benefits of the employees of any employer that provides pensions 
through the pension plan. 

Covered payroll 
The payroll on which contributions to a pension plan are based. 

Deferred retirement option program (DROP) 
A program that permits an employee to elect a calculation of benefit payments based on service credits and salary, as applicable, 
as of the DROP entry date. The employee continues to provide service to the employer and is paid for that service by the employer 
after the DROP entry date; however, the pensions that would have been paid to the employee (if the employee had retired and not 
entered the DROP) are credited to an individual employee account within the defined benefit pension plan until the end of the 
DROP period. 

Defined benefit pension plans 
Pension plans that are used to provide defined benefit pensions. 

Defined benefit pensions 
Pensions for which the income or other benefits that the employee will receive at or after separation from employment are defined 
by the benefit terms. The pensions may be stated as a specified dollar amount or as an amount that is calculated based on one or 
more factors such as age, years of service, and compensation. (A pension that does not meet the criteria of a defined contribution 
pension is classified as a defined benefit pension for purposes of Statement 68.) 
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APPENDIX B (continued) 
Glossary of Terms 

Defined contribution pension plans 
Pension plans that are used to provide defined contribution pensions. 

Defined contribution pensions 
Pensions having terms that (1) provide an individual account for each employee; (2) define the contributions that an employer is 
required to make (or the credits that it is required to provide) to an active employee’s account for periods in which that employee 
renders service; and (3) provide that the pensions an employee will receive will depend only on the contributions (or credits) to the 
employee’s account, actual earnings on investments of those contributions (or credits), and the effects of forfeitures of 
contributions (or credits) made for other employees, as well as pension plan administrative costs, that are allocated to the 
employee’s account. 

Discount rate 
The single rate of return that, when applied to all projected benefit payments, results in an actuarial present value of projected 
benefit payments equal to the total of the following: 

1. The actuarial present value of benefit payments projected to be made in future periods in which (a) the amount of the 
pension plan’s fiduciary net position is projected (under the requirements of Statement 68) to be greater than the benefit 
payments that are projected to be made in that period and (b) pension plan assets up to that point are expected to be 
invested using a strategy to achieve the long-term expected rate of return, calculated using the long-term expected rate of 
return on pension plan investments. 

2. The actuarial present value of projected benefit payments not included in (1), calculated using the municipal bond rate. 

Entry age actuarial cost method 
A method under which the actuarial present value of the projected benefits of each individual included in an actuarial valuation is 
allocated on a level basis over the earnings or service of the individual between entry age and assumed exit age(s). The portion of 
this actuarial present value allocated to a valuation year is called the normal cost. The portion of this actuarial present value not 
provided for at a valuation date by the actuarial present value of future normal costs is called the actuarial accrued liability.  

Inactive employees 
Terminated individuals that have accumulated benefits but are not yet receiving them, and retirees or their beneficiaries currently 
receiving benefits. 

Measurement period 
The period between the prior and the current measurement dates. 
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APPENDIX B (continued) 
Glossary of Terms 

Multiple-employer defined benefit pension plan 
A defined benefit pension plan that is used to provide pensions to the employees of more than one employer. 

Net pension liability 
The liability of employers and nonemployer contributing entities to employees for benefits provided through a defined benefit 
pension plan. 

Nonemployer contributing entities 
Entities that make contributions to a pension plan that is used to provide pensions to the employees of other entities. For purposes 
of Statement 68, employees are not considered nonemployer-contributing entities. 

Other postemployment benefits 
All postemployment benefits other than retirement income (such as death benefits, life insurance, disability, and long-term care) 
that are provided separately from a pension plan, as well as postemployment healthcare benefits, regardless of the manner in 
which they are provided. Other postemployment benefits do not include termination benefits. 

Pension plans 
Arrangements through which pensions are determined, assets dedicated for pensions are accumulated and managed, and benefits 
are paid as they come due. 

Pensions 
Retirement income and, if provided through a pension plan, postemployment benefits other than retirement income (such as death 
benefits, life insurance, and disability benefits). Pensions do not include postemployment healthcare benefits and termination 
benefits. 

Plan members 
Individuals that are covered under the terms of a pension plan. Plan members generally include (1) employees in active service 
(active plan members) and (2) terminated employees who have accumulated benefits but are not yet receiving them and retirees or 
their beneficiaries currently receiving benefits (inactive plan members). 

Postemployment 
The period after employment. 
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APPENDIX B (continued) 
Glossary of Terms 

Postemployment benefit changes 
Adjustments to the pension of an inactive employee. 

Postemployment healthcare benefits 
Medical, dental, vision, and other health-related benefits paid subsequent to the termination of employment. 

Projected benefit payments 
All benefits estimated to be payable through the pension plan to current active and inactive employees as a result of their past 
service and their expected future service. 

Public employee retirement system 
A special-purpose government that administers one or more pension plans; also may administer other types of employee benefit 
plans, including postemployment healthcare plans and deferred compensation plans. 

Real rate of return 
The rate of return on an investment after adjustment to eliminate inflation. 

Service costs 
The portions of the actuarial present value of projected benefit payments that are attributed to valuation years. 

Single employer 
An employer whose employees are provided with pensions through a single-employer defined benefit pension plan. 

Single-employer defined benefit pension plan (single-employer pension plan) 
A defined benefit pension plan that is used to provide pensions to employees of only one employer. 

Special funding situations 
Circumstances in which a nonemployer entity is legally responsible for making contributions directly to a pension plan that is used 
to provide pensions to the employees of another entity or entities and either of the following conditions exists: 

1. The amount of contributions for which the nonemployer entity legally is responsible is not dependent upon one or more 
events or circumstances unrelated to the pensions. 

2. The nonemployer entity is the only entity with a legal obligation to make contributions directly to a pension plan. 
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APPENDIX B (continued) 
Glossary of Terms 

Termination benefits 
Inducements offered by employers to active employees to hasten the termination of services, or payments made in consequence of 
the early termination of services. Termination benefits include early-retirement incentives, severance benefits, and other 
termination-related benefits. 

Total pension liability 
The portion of the actuarial present value of projected benefit payments that is attributed to past periods of employee service in 
conformity with the requirements of Statement 68. 
5579314v5/05806.008 
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180 Howard Street, Suite 1100, San Francisco, CA 94105-6147 
T 415.263.8200  www.segalco.com 
 
July 17, 2019 

Board of Administration 
Los Angeles City Employees Retirement System 
202 W. 1st Street, Suite 500 
Los Angeles, CA, 90012-4401 

Dear Board Members: 

We are pleased to submit this Governmental Accounting Standards (GAS) 75 Actuarial Valuation and Review of Other Postemployment 
Benefits (OPEB) based on a June 30, 2018 measurement date for employer reporting as of June 30, 2019. It contains various information 
that will need to be disclosed in order for the three employer categories in LACERS (i.e., the City, Airports, and Harbor) to comply with 
GAS 75.  

This report was prepared in accordance with generally accepted actuarial principles and practices at the request of the Board to assist the 
sponsors in preparing their financial report for their liabilities associated with the LACERS OPEB plan. The census and financial 
information on which our calculations were based was provided by LACERS. That assistance is gratefully acknowledged. 

The measurements shown in this actuarial valuation may not be applicable for other purposes. Future actuarial measurements may differ 
significantly from the current measurements presented in this report due to such factors as the following: plan experience differing from 
that anticipated by the economic or demographic assumptions; changes in economic or demographic assumptions; and changes in plan 
provisions or applicable law. 

The actuarial calculations were completed under the supervision of Thomas Bergman, ASA, MAAA, Enrolled Actuary and Andy Yeung, 
ASA, MAAA, FCA, Enrolled Actuary. The health care trend and other related medical assumptions have been reviewed by Melissa 
Krumholz, FSA, MAAA. We are members of the American Academy of Actuaries and we meet the Qualification Standards of the American 
Academy of Actuaries to render the actuarial opinion herein. To the best of our knowledge, the information supplied in this actuarial 
valuation is complete and accurate. Further, in our opinion, the assumptions used in this valuation and described in Section 3 are 
reasonably related to the experience of and the expectations for LACERS. 

We look forward to reviewing this report with you and to answering any questions. 

Sincerely, 

Segal Consulting, a Member of The Segal Group, Inc. 
 

 
By:     

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

JAC/gxk 
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Purpose 
 
This report has been prepared by Segal Consulting to present certain disclosure information required by Governmental 
Accounting Standard (GAS) 75 for employer reporting as of June 30, 2019. The results used in preparing this GAS 75 report 
are comparable to those used in preparing the Governmental Accounting Standard (GAS) 74 report for LACERS based on a 
measurement date and a reporting date as of June 30, 2018. This valuation is based on: 

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

 The characteristics of covered active members, inactive vested members, retired members and surviving spouses as of 
June 30, 2018, provided by LACERS; 

 The assets of the Plan as of June 30, 2018, provided by LACERS; 

 Economic assumptions regarding future salary increases and investment earnings adopted by the Board for the 
June 30, 2018 valuation; and 

 Other (health and non-health) actuarial assumptions, regarding employee terminations, retirement, death, and 
healthcare trend and enrollment, etc. as of June 30, 2018 valuation. 

General Observations on GAS 75 Actuarial Valuation 

The following points should be considered when reviewing this GAS 75 report: 

 The Government Accounting Standard Board (GASB) rules only define OPEB liability and expense for financial 
reporting purposes, and do not apply to contribution amounts for OPEB funding purposes. Employers and plans still 
develop and adopt funding policies under current practices.  

 When measuring OPEB liability, GASB uses the same actuarial cost method (Entry Age) and, for benefits that are 
being fully funded on an actuarial basis, the same type of discount rate (expected return on assets) as LACERS uses for 
funding. This means that the Total OPEB Liability (TOL) measure for financial reporting shown in this report is 
determined on the same basis as LACERS’ Actuarial Accrued Liability (AAL) measure for funding. We note that the 
same is true for the Normal Cost component of the annual plan cost for funding and financial reporting. 

 The Net OPEB Liability (NOL) is equal to the difference between the TOL and the Plan’s Fiduciary Net Position. The 
Plan’s Fiduciary Net Position is equal to the market value of assets and therefore, the NOL measure is very similar to 
an Unfunded Actuarial Accrued Liability (UAAL) calculated on a market value basis. The NOL reflects all investment 
gains and losses as of the measurement date. 
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 For this report, the reporting dates for the employer are June 30, 2019 and 2018. The NOL was measured as of June 
30, 2018 and 2017, and determined based upon the results of the actuarial valuations as of June 30, 2018 and 2017, 
respectively. The Plan’s Fiduciary Net Position (plan assets) and the TOL were valued as of the measurement dates. 
Consistent with the provisions of GAS 75, the assets and liabilities measured as of June 30, 2018 and 2017 were not 
adjusted or rolled forward to the June 30, 2019 and 2018 reporting dates, respectively. 

Significant Issues in Valuation Year 

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

 The NOL has increased from $566.9 million as of June 30, 2017 to $580.5 million as of June 30, 2018. This increase is 
primarily a result of changes in actuarial assumptions and unfavorable demographic experience, offset to some degree 
by favorable investment and premium renewal experience. Changes in these values during the last two fiscal years 
ending June 30, 2017 and June 30, 2018 can be found in Exhibit 5.  

 The discount rate used in the valuation for financial disclosure purposes as of June 30, 2018 and 2017 is the assumed 
investment return on Plan assets (e.g. 7.25% for the June 30, 2018 and 2017 funding valuations). As contributions that 
are required to be made by the City to amortize the OPEB Unfunded Actuarial Accrued Liability in the funding 
valuation are determined on an actuarial basis, the future Actuarially Determined Contributions and current Plan 
assets, when projected in accordance with the method prescribed by GAS 75, are expected to be sufficient to make all 
benefit payments to current members. Various information that is required to be disclosed can be found throughout 
Exhibits 1 through 13 in Section 2. 

 The NOLs for the three employer categories in LACERS (i.e., the City, Airports, and Harbor) as of June 30, 2017 and 
June 30, 2018 are allocated based on the actual employer contributions made during 2016/2017 and 2017/2018, 
respectively. The steps we used for the allocation are as follows: 

 - First calculate the ratio of the employer category’s contributions to the total contributions. 
 - Then multiply this ratio by the NOL to determine the employer category’s proportionate share of the NOL. 

The NOL allocation can be found in Exhibit 7 in Section 2. 

 Based on a response to our recent query of LACERS, it is our understanding that no special considerations are 
necessary in preparing the accounting experience and liability for the Airports to reflect the effect of APO members 
transferring out of LACERS or remaining at LACERS. Accordingly, Segal did not alter the allocation process for 
determining each employer category’s share of the total plan NOL. That is, the allocation continues to be based on the 
ratio of the employer category’s contributions to the plan’s total employer contributions. 
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 Results shown in this report exclude any employer contributions made after the measurement date of June 30, 2018. 
Employers should consult with their auditors to determine the deferred outflow that should be created for these 
contributions. 
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Summary of Key Valuation Results 

Reporting Date for Employer under GAS 75  June 30, 2019(1) June 30, 2018(2) 

Measurement Date for Employer under GAS 75  June 30, 2018 June 30, 2017 
Disclosure elements for fiscal year ending June 30:   
1. Service cost(3) $74,610,881  $68,385,120 
2.  Total OPEB Liability 3,256,827,847 3,005,806,234 
3.  Plan’s Fiduciary Net Position 2,676,371,615 2,438,861,850 
4.  Net OPEB Liability(3) (2) – (3) 580,456,232 566,944,384 
5. OPEB expense 89,544,723 95,328,791 
Schedule of contributions for fiscal year ending June 30:   
6.  Actuarially determined contributions $100,909,010  $97,457,455 
7.  Actual contributions 100,909,010 97,457,455 
8.  Contribution deficiency (excess) (6) – (7) 0 0 
Demographic data for plan year ending June 30:   
9.  Number of retired members and surviving spouses(4) 15,144 14,652 
10.  Number of vested terminated members 1,401 1,280 
11.  Number of active members 26,042 25,457 
Key assumptions as of June 30:   
12. Discount Rate 7.25% 7.25% 
13. Medical cost trend rates   

Non-Medicare medical plan Graded from 6.87% to ultimate 
4.50% over 10 years(5) 

Graded from 6.87% to ultimate 
4.50% over 10 years 

Medicare medical plan Graded from 6.37% to ultimate 
4.50% over 8 years(5) 

Graded from 6.37% to ultimate 
4.50% over 8 years 

Medicare Part B 4.00% 4.50% 
(1) The reporting date and measurement date for the Plan are June 30, 2018. 
(2) The reporting date and measurement date for the Plan are June 30, 2017. 
(3) The service cost is based on the previous year’s valuation, meaning the June 30, 2018 and June 30, 2017 measurement date values are based on the 

valuations as of June 30, 2017 and June 30, 2016, respectively. The June 30, 2018 measurement date service cost has been calculated using the 
assumptions shown in the June 30, 2017 measurement date column and the June 30, 2017 measurement date service cost has been calculated using 
the following assumptions: 

Key assumptions as of June 30, 2016:  
Discount rate 7.50% 
Non-Medicare and Medicare medical plan trend rates Graded from 6.38% to ultimate 5.00% over 6 years 
Dental and Medicare Part B trend rates 5.00% 

(4) The total number of participants, including married dependents, receiving benefits is 20,288 as of June 30, 2018 and 19,539 as of June 30, 2017. 
(5) The 2020-2021 premium increases include additional estimated increases of 1.0% (non-Medicare) and 0.5% (Medicare) from the impact of the 

Health Insurance Tax (HIT). 



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

v 

Important Information about Actuarial Valuations 

An actuarial valuation is a budgeting tool with respect to the financing of future projected obligations of an OPEB plan. It is an 
estimated forecast – the actual long-term cost of the Plan will be determined by the actual benefits and expenses paid and the 
actual investment experience of the Plan. 

In order to prepare an actuarial valuation, Segal Consulting (“Segal”) relies on a number of input items. These include: 

 Plan of benefits Plan provisions define the rules that will be used to determine benefit payments, and those rules, or the 
interpretation of them, may change over time. Even where they appear precise, outside factors may change how they 
operate. It is important to keep Segal informed with respect to plan provisions and administrative procedures, and to 
review the plan description in this report (as well as the plan summary included in our funding valuation report) to confirm 
that Segal has correctly interpreted the plan of benefits. 

 Participant data An actuarial valuation for a plan is based on data provided to the actuary by the System. Segal does not 
audit such data for completeness or accuracy, other than reviewing it for obvious inconsistencies compared to prior data 
and other information that appears unreasonable. It is important for Segal to receive the best possible data and to be 
informed about any known incomplete or inaccurate data. 

 Assets This valuation is based on the market value of assets as of the valuation date, as provided by the System. The 
System uses an “actuarial value of assets” that differs from market value to gradually reflect year-to-year changes in the 
market value of assets in determining contribution requirements. 

 Actuarial assumptions In preparing an actuarial valuation, Segal projects the benefits to be paid to existing plan 
participants for the rest of their lives and the lives of their beneficiaries. This projection requires actuarial assumptions as 
to the probability of death, disability, withdrawal, and retirement of each participant for each year. In addition, the benefits 
projected to be paid for each of those events in each future year reflect actuarial assumptions as to health care cost trends 
and member enrollment in retiree health benefits. The projected benefits are then discounted to a present value, based on 
the assumed rate of return that is expected to be achieved on the plan’s assets. There is a reasonable range for each 
assumption used in the projection and the results may vary materially based on which assumptions are selected. It is 
important for any user of an actuarial valuation to understand this concept. Actuarial assumptions are periodically reviewed 
to ensure that future valuations reflect emerging plan experience. While future changes in actuarial assumptions may have 
a significant impact on the reported results, that does not mean that the previous assumptions were unreasonable. 
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The user of Segal’s actuarial valuation (or other actuarial calculations) should keep the following in mind: 

 The actuarial valuation is prepared at the request of Board to assist the sponsors of the Fund in preparing items related to 
the OPEB plan in their financial reports. Segal is not responsible for the use or misuse of its report, particularly by any 
other party. 

 An actuarial valuation is a measurement of the plan’s assets and liabilities at a specific date. Accordingly, except where 
otherwise noted, Segal did not perform an analysis of the potential range of future financial measures. The actual long-term 
cost of the Plan will be determined by the actual benefits and expenses paid and the actual investment experience of the 
Plan. 

 If LACERS is aware of any event or trend that was not considered in this valuation that may materially change the results 
of the valuation, Segal should be advised, so that we can evaluate it. 

 Segal does not provide investment, legal, accounting, or tax advice. Segal’s valuation is based on our understanding of 
applicable guidance in these areas and of the plan’s provisions, but they may be subject to alternative interpretations. The 
Board should look to their other advisors for expertise in these areas. 

As Segal has no discretionary authority with respect to the management or assets of the Plan, it is not a fiduciary in its capacity 
as actuaries and consultants with respect to LACERS. 
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EXHIBIT 1 
General Information – “Financial Statements”, Note Disclosures and Required Supplementary Information for a 
Single-Employer OPEB Plan 

Plan Description 

Plan administration. The Los Angeles City Employees’ Retirement System (LACERS) was established by City Charter in 
1937. LACERS is a single employer public employee retirement system whose main function is to provide retirement benefits 
to the civilian employees of the City of Los Angeles. 

Under the provisions of the City Charter, the Board of Administration (the "Board") has the responsibility and authority to 
administer the Plan and to invest its assets. The Board members serve as trustees and must act in the exclusive interest of 
the Plan's members and surviving spouses. The Board has seven members: four members, one of whom shall be a retired 
member of the system, shall be appointed by the Mayor subject to the approval of the Council; two members shall be 
active employee members of the system elected by the active employee members; one shall be a retired member of the 
system elected by the retired members of the system. 

Plan membership. At June 30, 2018, OPEB plan membership consisted of the following: 

Retired members or surviving spouses currently receiving benefits(1) 15,144 
Vested terminated members entitled to, but not yet receiving benefits 1,401 
Active members 26,042 
Total 42,587 
(1) The total number of participants, including married dependents, receiving benefits is 20,288. 

Benefits provided.  LACERS provides benefits to eligible retirees and beneficiaries.  
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Membership Eligibility: 

Tier 1 (§4.1002(a)) All employees who became members of LACERS before July 1, 2013, and certain 
employees who became members of LACERS on or after July 1, 2013. In addition, 
pursuant to Ordinance No. 184134, all Tier 2 employees who became members of 
LACERS between July 1, 2013 and February 21, 2016 were transferred to Tier 1 
effective February 21, 2016. 

Tier 3 (§4.1080.2(a)) All employees who became members of LACERS on or after February 21, 2016, 
except as provided otherwise in Section 4.1080.2(b) of the Los Angeles 
Administrative Code. 

Benefit Eligibility: 

Tier 1 (§4.1111(a))  
and Tier 3 (§4.1126(a)) Retired age 55 or older with at least 10 years of service (including deferred vested 

members who terminate employment and receive a retirement benefit from LACERS), 
or if retirement date is between October 2, 1996, and September 30, 1999 at age 50 or 
older with at least 30 years of service. Benefits are also payable to spouses, domestic 
partners, or other qualified dependents while the retiree is alive.  Please note that the 
health subsidy is not payable to a disabled retiree before the member reaches age 55. 

Medical Subsidy for Members 
Not Subject to Cap: 

Under Age 65 or Over Age 65  
Without Medicare Part A  

Tier 1 (§4.1111(d)) 
and Tier 3 (§4.1126(c)) The System will pay 4% of the maximum health subsidy (limited to actual premium) 

for each year of Service Credit, up to 100% of the maximum health subsidy. As of 
July 1, 2018, the maximum health subsidy is $1,790.80 per month, remaining 
unchanged in calendar year 2019. This amount includes coverage of dependent 
premium costs. 
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Over Age 65 and Enrolled in  
Both Medicare Parts A and B 

Tier 1 (§4.1111(e)) and  
Tier 3 (§4.1126(d)) For retirees, a maximum health subsidy shall be paid in the amount of the single-party 

monthly premium of the approved Medicare supplemental or coordinated plan in 
which the retiree is enrolled, subject to the following vesting schedule: 

 
Completed Years of Service  Vested Percentage 

1-14  75% 
15-19  90% 
20+  100% 

Subsidy Cap for Tier 1: 
(§4.1111(b)) As of the June 30, 2011 valuation, the retiree health benefits program was changed to 

cap the medical subsidy for non-retired members who do not contribute an additional 
4% or 4.5% of employee contributions to the Pension Plan. 

The capped subsidy is different for Medicare and non-Medicare retirees. 

The cap applies to the medical subsidy limits at the 2011 calendar year level. 

 The cap does not apply to the dental subsidy or the Medicare Part B premium 
reimbursement. 

Dependents: 

Tier 1 (§4.1111(e)(4)) 
and Tier 3 (§4.1126(d)(4)) An additional amount is added for coverage of dependents which shall not exceed the 

amount provided to a retiree not enrolled in Medicare Parts A and B and covered by 
the same medical plan with the same years of service. The combined member and 
dependent subsidy shall not exceed the actual premium. This refers to dependents of 
retired members with Medicare Parts A and B. It does not apply to those without 
Medicare or Part B only. 
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Dental Subsidy for Members:  

Tier 1 (§4.1114(b)) 
and Tier 3 (§4.1129(b)) The System will pay 4% of the maximum dental subsidy (limited to actual premium) 

for each year of Service Credit, up to 100% of the maximum dental subsidy. As of 
July 1, 2018, the maximum dental subsidy is $44.60 per month; remaining unchanged 
in calendar year 2019. 

 There is no subsidy available to spouses or domestic partners or for dependent 
coverage. There is also no reimbursement for dental plans not sponsored by the 
System. 

Medicare Part B Reimbursement 
for Members:  

Tier 1 (§4.1113) and  
Tier 3 (§4.1128) If a Retiree is covered by both Medicare Parts A and B, and enrolled in a LACERS’ 

medical plan or participates in the LACERS Retiree Medical Premium 
Reimbursement Program, LACERS will reimburse the retiree the basic Medicare  
Part B premium. 

Surviving Spouse Medical Subsidy 

Tier 1 (§4.1115) and 
Tier 3 (§4.1129.1) The surviving spouse or domestic partner will be entitled to a health subsidy (limited 

to the actual lowest cost plan available single-party premium) based on the member’s 
years of service and the surviving dependent’s eligibility for Medicare. 

Under Age 65 or Over Age 65  
Without Medicare Part A The maximum health subsidy available for survivors is the lowest cost plan available 

(currently Kaiser) single-party premium ($853.39 per month as of July 1, 2018; 
remaining unchanged in calendar year 2019). 
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Over Age 65 and Enrolled in  
Both Medicare Parts A and B For survivors, a maximum health subsidy limited to the single-party monthly premium 

of the Plan in which the survivor is enrolled, is provided subject to the following 
vesting schedule: 

Completed Years of Service  Vested Percentage 
1-14  75% 

15-19  90% 
20+  100% 

 

In compliance with the City Charter Sections 1158 and 1160, the City of Los Angeles contributes to the health plan based upon 
actuarially determined contribution rates adopted by the Board of Administration. Employer contribution rates are adopted 
annually based upon recommendations received from LACERS’ actuary after the completion of the annual actuarial valuation. 
The combined employer contribution rate as of June 30, 2018 was 4.90% of compensation.1 

 

Note that a new Tier 1 Enhanced Plan providing a higher retirement benefit was adopted pursuant to Ordinance No. 184853. 
However, other than Segal applying higher retirement rate assumptions to anticipate somewhat earlier retirement, there are no 
differences between the retiree health benefits paid by LACERS to those members. 

.

                                                

1 Based on the June 30, 2016 funding valuation (which established funding requirements for fiscal year 2017/2018). Exhibit 6 in Section 2 of this report 
provides details on how this rate was calculated. 
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EXHIBIT 2 
Net OPEB Liability 

Reporting Date for Employer under GAS 75 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 75 June 30, 2018 June 30, 2017 
The components of the Net OPEB Liability are as follows:   

Total OPEB Liability  $3,256,827,847  $3,005,806,234  

Plan’s Fiduciary Net Position -2,676,371,615  -2,438,861,850  
Net OPEB Liability $580,456,232  $566,944,384  
Plan’s Fiduciary Net Position as a Percentage of the Total OPEB Liability 82.18% 81.14% 

The Net OPEB Liability (NOL) was measured as of June 30, 2018 and 2017. The Plan’s Fiduciary Net Position (plan assets) and 
Total OPEB Liability (TOL) were valued as of the measurement date and were based on the actuarial valuations as of June 
30, 2018 and 2017, respectively. 

Plan provisions. The plan provisions used in the measurement of the NOL as of June 30, 2018 and 2017 are the same as those 
used in the LACERS funding valuations as of June 30, 2018 and 2017, respectively. 

Actuarial assumptions. The Total OPEB Liabilities as of June 30, 2018 and June 30, 2017 were determined by actuarial 
valuations as of June 30, 2018 and June 30, 2017, respectively. The actuarial assumptions used in both the June 30, 2018 and 
June 30, 2017 valuations were based on the results of an economic actuarial assumptions study as of June 30, 2017. However, 
based on the results of an experience study for the period from July 1, 2014 through June 30, 2017, the demographic 
assumptions were changed for the 2018 valuation. The assumptions used in the June 30, 2018 funding actuarial valuation for 
LACERS were applied to all periods included in the measurement:  

Investment rate of return  7.25%, net of OPEB plan investment expense and including inflation  
Inflation  3.00% 
Salary increases Ranges from 10.00% to 3.90% based on years of service, including inflation 
Other assumptions Same as those used in the June 30, 2018 funding valuation 
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EXHIBIT 3 
Target Asset Allocation 

The long-term expected rate of return on OPEB plan investments was determined using a building-block method in which 
expected future real rates of return (expected returns, net of inflation) are developed for each major asset class. These 
returns are combined to produce the long-term expected rate of return by weighting the expected future real rates of return by 
the target asset allocation percentage, adding expected inflation and subtracting expected investment expenses and a risk 
margin. The target allocation and projected arithmetic real rates of return for each major asset class, after deducting inflation, 
but before deducting investment expenses, are summarized in the following table. These values were used in the derivation of 
the long-term expected investment rate of return assumption for the actuarial valuation as of June 30, 2018. This information is 
subject to change every three years based on the actuarial experience study. 

 
 
 

Asset Class 

 
 

Target 
Allocation 

Long-Term 
(Arithmetic) 

Expected Real Rate 
of Return 

U.S. Large Cap Equity 14.00% 5.32% 
U.S. Small Cap Equity 5.00% 6.07% 
Developed International Large Cap Equity 17.00% 6.67% 
Developed International Small Cap Equity 3.00% 7.14% 
Emerging Market Equity 7.00% 8.87% 
Core Bond 13.75% 1.04% 
High Yield Bond 2.00% 3.09% 
Bank Loan 2.00% 3.00% 
TIPS 3.50% 0.97% 
Emerging Market Debt (External) 4.50% 3.44% 
Real Estate 7.00% 4.68% 
Cash  1.00% 0.01% 
Commodities 1.00% 3.36% 
Additional Public Real Assets 1.00% 4.76% 
Real Estate Investment Trust (REIT) 0.50% 5.91% 
Private Debt  3.75% 5.50% 
Private Equity 14.00% 8.97% 
Total 100.00%  
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Discount rate. The discount rate used to measure the Total OPEB Liability (TOL) was 7.25% as of June 30, 2018 and 
June 30, 2017. The projection of cash flows used to determine the discount rate assumed that employer contributions will be 
made at rates equal to the actuarially determined contribution rates. For this purpose, only employer contributions that are 
intended to fund benefits for current plan members and their beneficiaries are included. Projected employer contributions that 
are intended to fund the service costs for future plan members and their beneficiaries are not included. Based on those 
assumptions, the OPEB Plan's Fiduciary Net Position was projected to be available to make all projected future benefit 
payments for current plan members. Therefore, the long-term expected rate of return on OPEB plan investments was applied to 
all periods of projected benefit payments to determine the Total OPEB Liability as of both June 30, 2018 and June 30, 2017. 
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EXHIBIT 4 
Discount Rate and Healthcare Cost Trend Rate Sensitivity 

Sensitivity of the Net OPEB Liability to changes in the discount rate. The following presents the Net OPEB Liability (NOL) of 
LACERS as of June 30, 2018, calculated using the discount rate of 7.25%, as well as what LACERS’ NOL would be if it were 
calculated using a discount rate that is 1-percentage-point lower (6.25%) or 1-percentage-point higher (8.25%) than the current 
rate: 

Net OPEB Liability 
1% Decrease  

(6.25%) 
Current Discount 

Rate (7.25%) 
1% Increase  

(8.25%) 
City $867,570,646  $480,346,441  $163,875,814  
Airports 141,464,327  78,324,326  26,721,261  
Harbor 39,347,497  21,785,465  7,432,367  
Total for all Employer Categories $1,048,382,470  $580,456,232  $198,029,442  

 
Sensitivity of the Net OPEB Liability to changes in the health care cost trend rate. The following presents the NOL of 
LACERS as of June 30, 2018, as well as what LACERS’ NOL would be if it were calculated using a trend rate that is 1-
percentage-point lower or 1-percentage-point higher than the current rate. 

Net OPEB Liability 1% Decrease  
Current Trend 

 Rates* 1% Increase  
City $119,924,087  $480,346,441  $952,848,061  
Airports 19,554,581  78,324,326  155,369,491  
Harbor 5,438,995  21,785,465  43,215,139  
Total for all Employer Categories $144,917,663  $580,456,232  $1,151,432,691  

* Current trend rates: 6.87% graded down to 4.5% over 10 years for Non-Medicare medical plan costs and 6.37% graded 
down to 4.5% over 8 years for Medicare medical plan costs. The 2020-2021 premium increases include additional estimated 
increases of 1.0% (non-Medicare) and 0.5% (Medicare) from the impact of the Health Insurance Tax (HIT). 4.0% for all 
years for Dental and Medicare Part B subsidy cost. 
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EXHIBIT 5 
Schedules of Changes in LACERS Net OPEB Liability – Last Two Fiscal Years 
Reporting Date for Employer under GAS 75   June 30, 2019 June 30, 2018  

Measurement Date for Employer under GAS 75    June 30, 2018 June 30, 2017  

Total OPEB Liability 
     

Service cost(1)   $74,610,881  $68,385,120   
Interest   218,687,305  210,169,949  
Change of benefit terms (retirement rates adjusted for Enhanced Tier 1)   948,264  0  
Differences between expected and actual experience(2)   -7,321,481 19,666,471  
Changes of assumptions   92,177,641  33,511,927  
Benefit payments   -128,080,997 -119,616,188  
Net change in Total OPEB Liability   $251,021,613  $212,117,279   
      

Total OPEB Liability – beginning   3,005,806,234 2,793,688,955  
Total OPEB Liability – ending (a)   $3,256,827,847 $3,005,806,234  
      

Plan Fiduciary Net Position      
Contributions – employer   $100,909,010 $97,457,455  
Contributions – employee   0  0  
Net investment income   269,380,196  330,707,601  
Benefit payments   -128,080,997 -119,616,188  
Administrative expense   -4,698,444 -4,564,135  
Other                       0                      0  
Net change in Plan Fiduciary Net Position   $237,509,765  $303,984,733   
      

Plan Fiduciary Net Position – beginning   2,438,861,850 2,134,877,117  
Plan Fiduciary Net Position – ending (b)   $2,676,371,615  $2,438,861,850   
System’s Net OPEB Liability – ending (a) – (b)   $580,456,232  $566,944,384   
      

Plan Fiduciary Net Position as a percentage of the Total OPEB Liability   82.18% 81.14%  
Covered payroll(3)   $2,057,565,478  $1,973,048,633   
Plan Net OPEB Liability as percentage of covered payroll   28.21% 28.73%  
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EXHIBIT 5 (continued) 
Schedules of Changes in LACERS Net OPEB Liability – Last Two Fiscal Years 
(1) The service cost is always based on the previous year’s valuation, meaning the 2018 and 2017 values are based on the valuations as of 

June 30, 2017 and June 30, 2016, respectively. The 2018 service cost has been calculated using the assumptions shown in the 2017 
column on page iv and the 2017 service cost has been calculated using the key assumptions as of June 30, 2016 shown in footnote (3) of 
page iv. 

(2) Includes a reallocation of liability between service cost and TOL as a result of adjustment to Entry Age cost methodology. 
(3) Covered payroll is defined as the payroll on which contributions to an OPEB plan are based. 
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EXHIBIT 6 
Schedule of Employer Contributions – Last Ten Fiscal Years 

      

Year Ended 
June 30, 

Actuarially 
Determined 

Contributions 

Contributions in 
Relation to the 

Actuarially 
Determined 

Contributions 
Contribution 

Deficiency (Excess) Covered Payroll(1) 

Contributions as  
a Percentage of  
Covered Payroll 

2009 $95,122,090 $95,122,090 $0 $1,832,795,577 5.19% 
2010 96,511,234 96,511,234 0 1,827,864,283 5.28% 
2011 107,395,804 107,395,804 0 1,678,059,440 6.40% 
2012 115,208,835 115,208,835 0 1,715,197,133 6.72% 
2013 72,916,729 72,916,729 0 1,736,112,598 4.20% 
2014 97,840,554 97,840,554 0 1,802,931,195 5.43% 
2015 100,466,945 100,466,945 0 1,835,637,409 5.47% 
2016 105,983,112 105,983,112 0 1,876,946,179 5.65% 
2017 97,457,455 97,457,455 0 1,973,048,633 4.94% 
2018 100,909,010 100,909,010 0 2,057,565,478 4.90% 

(1) Covered payroll is defined as the payroll on which contributions to an OPEB plan are based. 
 
See accompanying notes to this schedule on next page. 
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Notes to Exhibit 6 

Methods and assumptions used to establish 
“actuarially determined contribution” rates: 
Valuation date Actuarially determined contribution rates are calculated as of June 30, two years prior to the end of 

the fiscal year in which contributions are reported 
Actuarial cost method Entry Age Cost Method (level percent of payroll) 
Amortization method Level percent of payroll 
Amortization period Multiple layers, closed amortization periods. The costs associated with the 2009 ERIP have been 

amortized over 15 years beginning with the June 30, 2009 valuation date. The unfunded actuarial 
accrued liability as of June 30, 2012 is amortized over a fixed period of 30 years beginning July 1, 
2012. Assumption changes resulting from the triennial experience study will be amortized over 20 
years. 
Health trend and premium assumption changes, plan changes, and gains and losses will be amortized 
over 15 years. 

Asset valuation method Market value of assets less unrecognized returns in each of the last seven years. Unrecognized return 
is equal to the difference between the actual market return and the expected return on the market 
value, and is recognized over a seven-year period. The actuarial value of assets cannot be less than 
60% or greater than 140% of the market value of assets. 

Actuarial assumptions: June 30, 2018 valuation date 
Investment rate of return 7.25% 
Inflation rate 3.00% 
Real across-the-board salary increase 0.50% 
Projected salary increases(1) Ranges from 10.00% to 3.90%, based on years of service 
Mortality Healthy Post-Retirement: RP-2014 Healthy Annuitant Mortality Table projected generationally with 

two-dimensional Scale MP-2017 
Other assumptions Same as those used in the June 30, 2018 funding actuarial valuation 
  

 

(1) Includes inflation at 3.00% plus across the board salary increases of 0.50% plus merit and promotional increases. 
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EXHIBIT 7 
Determination of Proportionate Share 

Actual Employer Contributions by Employer Category 
July 1, 2016 to June 30, 2017 

Employer Category Contributions Percentage(1) 
City $80,357,552 82.454% 
Airports 13,333,631 13.681% 
Harbor 3,766,272 3.865% 
Total for all Employer Categories $97,457,455 100.000% 
 
(1) The unrounded percentages are used in the allocation of the NOL amongst employer categories. 
 
 

Allocation of June 30, 2017 Net OPEB Liability 

Employer Category NOL Percentage 
City $467,468,218 82.454% 
Airports 77,566,434 13.681% 
Harbor 21,909,732 3.865% 
Total for all Employer Categories $566,944,384 100.000% 
 
 
Notes: 

1. Based on the July 1, 2016 through June 30, 2017 employer contributions as provided by LACERS. 

2. The Net OPEB Liability (NOL) is the Total OPEB Liability (TOL) minus the Plan’s Fiduciary Net Position (plan assets). 

3. The NOL is allocated based on the actual contributions from each employer category. The steps used for the allocation are as follows: 

- First calculate the ratio of the contributions from the employer category to the total contributions. 
- Then multiply this ratio by the NOL to determine the employer category’s proportionate share of the NOL. 
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EXHIBIT 7 (continued) 
Determination of Proportionate Share 

Actual Employer Contributions by Employer Category 
July 1, 2017 to June 30, 2018 

Employer Category Contributions Percentage(1) 
City $83,505,493  82.753% 
Airports 13,616,238  13.494% 
Harbor 3,787,279  3.753% 
Total for all Employer Categories $100,909,010  100.000% 
 
(1) The unrounded percentages are used in the allocation of the NOL amongst employer categories. 
 
 

Allocation of June 30, 2018 Net OPEB Liability 

Employer Category NOL Percentage 
City $480,346,441  82.753% 
Airports 78,324,326  13.494% 
Harbor 21,785,465  3.753% 
Total for all Employer Categories $580,456,232  100.000% 
 
 
Notes: 

1. Based on the July 1, 2017 through June 30, 2018 employer contributions as provided by LACERS. 

2. The Net OPEB Liability (NOL) is the Total OPEB Liability (TOL) minus the Plan’s Fiduciary Net Position (plan assets). 

3. The NOL is allocated based on the actual contributions from each employer category. The steps used for the allocation are as follows: 

- First calculate the ratio of the contributions from the employer category to the total contributions. 
- Then multiply this ratio by the NOL to determine the employer category’s proportionate share of the NOL. 
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EXHIBIT 7 (continued) 
Determination of Proportionate Share 

Notes: 

For purposes of the results in this exhibit, the reporting date for the employer under GAS 75 is June 30, 2019. The reporting date and measurement date 
for the Plan under GAS 74 are June 30, 2018. Consistent with the provisions of GAS 75, the assets and liabilities measured as of June 30, 2018 are not 
adjusted or rolled forward to the June 30, 2019 reporting date. Other results, such as the total deferred inflows and outflows would also be allocated based 
on the same proportionate shares determined above. 

The following items are allocated based on the corresponding proportionate share:  

1) Net OPEB Liability 
2) Service Cost 
3) Interest on the Total OPEB Liability 
4) Expensed portion of current-period benefit changes 
5) Expensed portion of current-period difference between actual and expected experience in the Total OPEB Liability 
6) Expensed portion of current-period changes of assumptions or other inputs 
7) Member contributions 
8) Projected earnings on plan investments 
9) Expensed portion of current-period differences between actual and projected earnings on plan investments 
10) Administrative expense 
11) Recognition of beginning of year deferred outflows of resources as OPEB expense 
12) Recognition of beginning of year deferred inflows of resources as OPEB expense 
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EXHIBIT 8 
OPEB Expense – Total for all Employer Categories 

Reporting Date for Employer under GAS 75 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 75  June 30, 2018 June 30, 2017 
Components of OPEB Expense   
1. Service cost $74,610,881  $68,385,120  
2. Interest on the Total OPEB Liability 218,687,305  210,169,949  
3. Expensed portion of current-period changes in proportion and differences between employer’s 

contributions and proportionate share of contributions 0  0  
4. Expensed portion of current-period benefit changes 948,264  0  
5. Expensed portion of current-period difference between actual and expected experience in the  

Total OPEB Liability (1,122,927) 3,077,695 
6. Expensed portion of current-period changes of assumptions or other inputs 14,137,675  5,244,433 
7. Member contributions 0  0  
8. Projected earnings on plan investments (179,015,303) (162,463,776) 
9. Expensed portion of current-period differences between actual and projected earnings on  

plan investments (18,072,979) (33,648,765) 
10. Administrative expense 4,698,444  4,564,135  
11. Other 0  0 
12. Recognition of beginning of year deferred outflows of resources as OPEB expense 8,322,128  0  
13. Recognition of beginning of year deferred inflows of resources as OPEB expense (33,648,765) 0  
14. Net amortization of deferred amounts from changes in proportion and differences between  

employer’s contributions and proportionate share of contributions                     0                      0  

OPEB Expense  $89,544,723  $95,328,791 
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EXHIBIT 8 (continued) 
OPEB Expense – City 

Reporting Date for Employer under GAS 75 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 75  June 30, 2018 June 30, 2017 
Components of OPEB Expense   
1. Service cost $61,742,933  $56,386,254  
2. Interest on the Total OPEB Liability 180,970,869  173,293,491  
3. Expensed portion of current-period changes in proportion and differences between employer’s 

contributions and proportionate share of contributions 301,426  234,010  
4. Expensed portion of current-period benefit changes 784,719  0  
5. Expensed portion of current-period difference between actual and expected experience in the  

Total OPEB Liability (929,259) 2,537,682 
6. Expensed portion of current-period changes of assumptions or other inputs 11,699,387  4,324,244 
7. Member contributions 0  0  
8. Projected earnings on plan investments (148,140,995) (133,957,852) 
9. Expensed portion of current-period differences between actual and projected earnings on  

plan investments (14,955,979) (27,744,746) 
10. Administrative expense 3,888,115  3,763,311  
11. Other 0  0 
12. Recognition of beginning of year deferred outflows of resources as OPEB expense 6,886,832  0  
13. Recognition of beginning of year deferred inflows of resources as OPEB expense (27,845,449) 0  
14. Net amortization of deferred amounts from changes in proportion and differences between  

employer’s contributions and proportionate share of contributions      234,010                     0  

OPEB Expense  $74,636,609   $78,836,394  

 
 



SECTION 2: GAS 75 Information for the Los Angeles City Employees’ Retirement System 

19 

EXHIBIT 8 (continued) 
OPEB Expense – Airports 

Reporting Date for Employer under GAS 75 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 75  June 30, 2018 June 30, 2017 
Components of OPEB Expense   
1. Service cost $10,067,680  $9,356,102  
2. Interest on the Total OPEB Liability 29,508,746  28,754,378  
3. Expensed portion of current-period changes in proportion and differences between employer’s 

contributions and proportionate share of contributions (189,259) (149,239) 
4. Expensed portion of current-period benefit changes 127,955  0  
5. Expensed portion of current-period difference between actual and expected experience in the  

Total OPEB Liability (151,523) 421,075 
6. Expensed portion of current-period changes of assumptions or other inputs 1,907,678  717,517 
7. Member contributions 0  0  
8. Projected earnings on plan investments (24,155,573) (22,227,464) 
9. Expensed portion of current-period differences between actual and projected earnings on  

plan investments (2,438,692) (4,603,652) 
10. Administrative expense 633,988  624,442  
11. Other 0  0 
12. Recognition of beginning of year deferred outflows of resources as OPEB expense 1,122,953  0  
13. Recognition of beginning of year deferred inflows of resources as OPEB expense (4,540,423) 0  
14. Net amortization of deferred amounts from changes in proportion and differences between  

employer’s contributions and proportionate share of contributions      (149,239)                   0  

OPEB Expense  $11,744,291  $12,893,159  
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EXHIBIT 8 (continued) 
OPEB Expense – Harbor 

Reporting Date for Employer under GAS 75 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 75  June 30, 2018 June 30, 2017 
Components of OPEB Expense   
1. Service cost $2,800,268  $2,642,764  
2. Interest on the Total OPEB Liability 8,207,690  8,122,080  
3. Expensed portion of current-period changes in proportion and differences between employer’s 

contributions and proportionate share of contributions (112,167) (84,771) 
4. Expensed portion of current-period benefit changes 35,590  0  
5. Expensed portion of current-period difference between actual and expected experience in the  

Total OPEB Liability (42,145) 118,938 
6. Expensed portion of current-period changes of assumptions or other inputs 530,610  202,672 
7. Member contributions 0  0  
8. Projected earnings on plan investments (6,718,735) (6,278,460) 
9. Expensed portion of current-period differences between actual and projected earnings on  

plan investments (678,308) (1,300,367) 
10. Administrative expense 176,341  176,382 
11. Other 0  0 
12. Recognition of beginning of year deferred outflows of resources as OPEB expense 312,343  0  
13. Recognition of beginning of year deferred inflows of resources as OPEB expense (1,262,893) 0  
14. Net amortization of deferred amounts from changes in proportion and differences between  

employer’s contributions and proportionate share of contributions     (84,771)                   0  

OPEB Expense  $3,163,823  $3,599,238  
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EXHIBIT 9 
Deferred Outflows of Resources and Deferred Inflows of Resources – Total for all Employer Categories 

Reporting Date for Employer under GAS 75 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 75  June 30, 2018 June 30, 2017 
Deferred Outflows of Resources   
1. Changes in proportion and differences between employer’s contributions and proportionate 

share of contributions(1) $2,691,173  $1,261,313  
2. Changes of assumptions or other inputs 101,063,027  28,267,494  
3. Net excess of projected over actual earnings on OPEB plan investments (if any) 0  0  
4. Difference between actual and expected experience in the Total OPEB Liability   13,511,081  16,588,776  
5. Total Deferred Outflows of Resources $117,265,281  $46,117,583  
Deferred Inflows of Resources   
6. Changes in proportion and differences between employer’s contributions and proportionate 

share of contributions(1) $2,691,173  $1,261,313  
7. Changes of assumptions or other inputs 0  0  
8. Net excess of actual over projected earnings on OPEB plan investments (if any) 173,238,209  134,595,060  
9. Difference between expected and actual experience in the Total OPEB Liability     6,198,554                     0 
10. Total Deferred Inflows of Resources $182,127,936  $135,856,373  

Deferred outflows of resources and deferred inflows of resources related to OPEB expense will be recognized as follows: 
Reporting Date for Employer under GAS 75 Year Ended June 30:   

2019 N/A $(25,326,637) 
2020 $(30,384,868) (25,326,637) 
2021 (30,384,868) (25,326,637) 
2022 (30,384,868) (25,326,637) 
2023 3,263,899  8,322,128  
2024 16,260,378  3,245,630  
2025 6,767,672  0 

Thereafter 0 0 
(1) Calculated in accordance with Paragraphs 63 and 64 of GAS 75. 
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EXHIBIT 9 (continued) 
Deferred Outflows of Resources and Deferred Inflows of Resources – City 

Reporting Date for Employer under GAS 75 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 75  June 30, 2018 June 30, 2017 
Deferred Outflows of Resources   
1. Changes in proportion and differences between employer’s contributions and proportionate 

share of contributions(1) $2,691,173  $1,261,313  
2. Changes of assumptions or other inputs 83,632,947  23,307,674  
3. Net excess of projected over actual earnings on OPEB plan investments (if any) 0  0  
4. Difference between actual and expected experience in the Total OPEB Liability 11,180,860  13,678,106  
5. Total Deferred Outflows of Resources $97,504,980  $38,247,093  
Deferred Inflows of Resources   
6. Changes in proportion and differences between employer’s contributions and proportionate 

share of contributions(1) $0  $0  
7. Changes of assumptions or other inputs 0  0  
8. Net excess of actual over projected earnings on OPEB plan investments (if any) 143,360,261  110,978,986  
9. Difference between expected and actual experience in the Total OPEB Liability     5,129,505                     0 
10. Total Deferred Inflows of Resources $148,489,766  $110,978,986  

Deferred outflows of resources and deferred inflows of resources related to OPEB expense will be recognized as follows: 
Reporting Date for Employer under GAS 75 Year Ended June 30:   

2019 N/A $(20,648,811) 
2020 $(24,609,032) (20,648,811) 
2021 (24,609,032) (20,648,811) 
2022 (24,609,032) (20,648,811) 
2023 3,236,419  7,095,936  
2024 13,848,681  2,767,415  
2025 5,757,210  0 

Thereafter 0 0 
(1) Calculated in accordance with Paragraphs 63 and 64 of GAS 75. 
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EXHIBIT 9 (continued) 
Deferred Outflows of Resources and Deferred Inflows of Resources – Airports 

Reporting Date for Employer under GAS 75 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 75  June 30, 2018 June 30, 2017 
Deferred Outflows of Resources   
1. Changes in proportion and differences between employer’s contributions and proportionate 

share of contributions(1) $0  $0  
2. Changes of assumptions or other inputs 13,637,020  3,867,414  
3. Net excess of projected over actual earnings on OPEB plan investments (if any) 0  0  
4. Difference between actual and expected experience in the Total OPEB Liability   1,823,129  2,269,592  
5. Total Deferred Outflows of Resources $15,460,149  $6,137,006  
Deferred Inflows of Resources   
6. Changes in proportion and differences between employer’s contributions and proportionate 

share of contributions(1) $1,699,864  $804,395  
7. Changes of assumptions or other inputs 0  0  
8. Net excess of actual over projected earnings on OPEB plan investments (if any) 23,376,036  18,414,608  
9. Difference between expected and actual experience in the Total OPEB Liability       836,407                     0 
10. Total Deferred Inflows of Resources $25,912,307  $19,219,003  

Deferred outflows of resources and deferred inflows of resources related to OPEB expense will be recognized as follows: 
Reporting Date for Employer under GAS 75 Year Ended June 30:   

2019 N/A $(3,614,300) 
2020 $(4,438,504) (3,614,300) 
2021 (4,438,504) (3,614,300) 
2022 (4,438,504) (3,614,300) 
2023 101,919  989,352  
2024 1,946,648  385,851  
2025 814,787  0 

Thereafter 0 0 
(1) Calculated in accordance with Paragraphs 63 and 64 of GAS 75. 
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EXHIBIT 9 (continued) 
Deferred Outflows of Resources and Deferred Inflows of Resources – Harbor 

Reporting Date for Employer under GAS 75 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 75  June 30, 2018 June 30, 2017 
Deferred Outflows of Resources   
1. Changes in proportion and differences between employer’s contributions and proportionate 

share of contributions(1) $0  $0  
2. Changes of assumptions or other inputs 3,793,060  1,092,406  
3. Net excess of projected over actual earnings on OPEB plan investments (if any) 0  0  
4. Difference between actual and expected experience in the Total OPEB Liability     507,092  641,078  
5. Total Deferred Outflows of Resources $4,300,152  $1,733,484  
Deferred Inflows of Resources   
6. Changes in proportion and differences between employer’s contributions and proportionate 

share of contributions(1) $991,309  $456,918  
7. Changes of assumptions or other inputs 0  0  
8. Net excess of actual over projected earnings on OPEB plan investments (if any) 6,501,912  5,201,466  
9. Difference between expected and actual experience in the Total OPEB Liability    232,642                     0 
10. Total Deferred Inflows of Resources $7,725,863  $5,658,384  

Deferred outflows of resources and deferred inflows of resources related to OPEB expense will be recognized as follows: 
Reporting Date for Employer under GAS 75 Year Ended June 30:   

2019 N/A $(1,063,526) 
2020 $(1,337,332) (1,063,526) 
2021 (1,337,332) (1,063,526) 
2022 (1,337,332) (1,063,526) 
2023 (74,439) 236,840  
2024 465,049  92,364  
2025 195,675  0 

Thereafter 0 0 
(1) Calculated in accordance with Paragraphs 63 and 64 of GAS 75. 
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EXHIBIT 9 (continued) 
Deferred Outflows of Resources and Deferred Inflows of Resources 

 

There are changes in each employer’s proportionate share of the total Net OPEB Liability (NOL) during the measurement period 
ended June 30, 2018. The net effect of  the change on the employer category’s proportionate share of the collective NOL and 
collective deferred outflows of resources and deferred inflows of resources is recognized over the average of the expected 
remaining service lives of all employees that are provided with benefits through LACERS which is 6.52(1) years determined as of 
June 30, 2017 (the beginning of the measurement period ended June 30, 2018). This is described in Paragraph 64 of GAS 75. 
 
In addition, the difference between the actual employer contributions and the proportionate share of the employer contributions 
during the measurement period ended June 30, 2018 is recognized over the same period. This is zero because the proportionate 
share was determined using the actual employer contributions. 
 
The average of the expected service lives of all employees is determined by: 

• Calculating each active employee’s expected remaining service life as the present value of $1 per year of future service at 
zero percent interest. 

• Setting the remaining service life to zero for each nonactive or retired member. 

• Dividing the sum of the above amounts by the total number of active employee, nonactive and retired members. 

 

                                                

(1) The remaining service lives of all employees of 6.52 years used here for GAS 75 is different from the 5.24 years used for GAS 68 because the number 
of payees and nonactive members (with 0 years of expected remaining service lives) receiving health benefits under the Plan is less than the number of 
payees and nonactive members receiving pension benefits.  
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EXHIBIT 10 
Schedule of Proportionate Share of the Net OPEB Liability – Total for all Employer Categories 

 
 

  
 

   

Reporting 
Date for 

Employer 
under GAS 

75 as of 
June 30 

Measurement 
Date as of 
June 30 

Proportion 
of the Net 

OPEB 
Liability 

Proportionate 
share of Net 

OPEB Liability 
Employer 

Contribution 

Covered-
employee 
payroll(1) 

Proportionate 
share of the 
Net OPEB 

Liability as a 
percentage of 
its covered-
employee 

payroll 

Plan’s 
Fiduciary 

Net Position 
as a 

percentage 
of the Total 

OPEB 
Liability 

2017 2016 100.000% $658,811,838 $105,983,112 $1,876,946,179 35.10% 76.42% 
2018 2017 100.000% 566,944,384 97,457,455 1,973,048,633 28.73% 81.14% 
2019 2018 100.000% 580,456,232  100,909,010  2,057,565,478  28.21% 82.18% 

(1) Covered payroll is defined as the payroll on which contributions to an OPEB plan are based. 
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EXHIBIT 10 (continued) 
Schedule of Proportionate Share of the Net OPEB Liability – City  

 
 

  
 

   

Reporting 
Date for 

Employer 
under GAS 

75 as of 
June 30 

Measurement 
Date as of 
June 30 

Proportion 
of the Net 

OPEB 
Liability 

Proportionate 
share of Net 

OPEB Liability 
Employer 

Contribution 

Covered-
employee 
payroll(1) 

Proportionate 
share of the 
Net OPEB 

Liability as a 
percentage of 
its covered-
employee 

payroll 

Plan’s 
Fiduciary 

Net Position 
as a 

percentage 
of the Total 

OPEB 
Liability 

2017 2016 82.227% $541,721,269 $87,146,743 $1,540,925,299 35.16% 76.42% 
2018 2017 82.454% 467,468,218 80,357,552 1,625,808,930 28.75% 81.14% 
2019 2018 82.753% 480,346,441  83,505,493  1,701,304,099  28.23% 82.18% 

(1) Covered payroll is defined as the payroll on which contributions to an OPEB plan are based. 
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EXHIBIT 10 (continued) 
Schedule of Proportionate Share of the Net OPEB Liability – Airports  

 
 

  
 

   

Reporting 
Date for 

Employer 
under GAS 

75 as of 
June 30 

Measurement 
Date as of 
June 30 

Proportion 
of the Net 

OPEB 
Liability 

Proportionate 
share of Net 

OPEB Liability 
Employer 

Contribution 

Covered-
employee 
payroll(1) 

Proportionate 
share of the Net 
OPEB Liability 

as a percentage 
of its covered-

employee 
payroll 

Plan’s 
Fiduciary 

Net Position 
as a 

percentage 
of the Total 

OPEB 
Liability 

2017 2016 13.826% $91,088,903 $14,653,479 $260,929,145 34.91% 76.42% 
2018 2017 13.681% 77,566,434 13,333,631 271,035,342 28.62% 81.14% 
2019 2018 13.494% 78,324,326  13,616,238  278,681,843  28.11% 82.18% 

(1) Covered payroll is defined as the payroll on which contributions to an OPEB plan are based. 
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EXHIBIT 10 (continued) 
Schedule of Proportionate Share of the Net OPEB Liability – Harbor  

 
 

  
 

   

Reporting 
Date for 

Employer 
under GAS 

75 as of 
June 30 

Measurement 
Date as of 
June 30 

Proportion 
of the Net 

OPEB 
Liability 

Proportionate 
share of Net 

OPEB Liability 
Employer 

Contribution 

Covered-
employee 
payroll(1) 

Proportionate 
share of the Net 
OPEB Liability 

as a percentage 
of its covered-

employee 
payroll 

Plan’s 
Fiduciary 

Net Position 
as a 

percentage 
of the Total 

OPEB 
Liability 

2017 2016 3.947% $26,001,666 $4,182,890 $75,091,735 34.63% 76.42% 
2018 2017 3.865% 21,909,732 3,766,272 76,204,361 28.75% 81.14% 
2019 2018 3.753% 21,785,465  3,787,279  77,579,536  28.08% 82.18% 

(1) Covered payroll is defined as the payroll on which contributions to an OPEB plan are based. 
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EXHIBIT 11 
Schedule of Reconciliation of Net OPEB Liability – Total for all Employer Categories 

Reporting Date for Employer under GAS 75 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 75  June 30, 2018 June 30, 2017 
Reconciliation of Net OPEB Liability    

1. Beginning Net OPEB Liability $566,944,384 $658,811,838  
2. OPEB Expense 89,544,723  95,328,791  
3. Employer Contributions (100,909,010) (97,457,455) 
4. New Net Deferred Inflows/Outflows (450,502) (89,738,790) 
5. Change in Allocation of Prior Deferred Inflows/Outflows 0  0  
6. New Net Deferred Flows Due to Change in Proportion 0  0  
7. Recognition of Prior Deferred Inflows/Outflows 25,326,637  0  
8. Recognition of Prior Deferred Flows Due to Change in Proportion                    0                    0 
9. Ending Net OPEB Liability $580,456,232 $566,944,384 
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EXHIBIT 11 (continued) 
Schedule of Reconciliation of Net OPEB Liability – City  

Reporting Date for Employer under GAS 75 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 75  June 30, 2018 June 30, 2017 
Reconciliation of Net OPEB Liability    

1. Beginning Net OPEB Liability $467,468,218 $541,721,269  
2. OPEB Expense 74,636,609  78,836,394  
3. Employer Contributions (83,505,493) (80,357,552) 
4. New Net Deferred Inflows/Outflows (372,803) (73,993,206) 
5. Change in Allocation of Prior Deferred Inflows/Outflows (268,567) 0  
6. New Net Deferred Flows Due to Change in Proportion 1,663,870  1,261,313  
7. Recognition of Prior Deferred Inflows/Outflows 20,958,617  0  
8. Recognition of Prior Deferred Flows Due to Change in Proportion      (234,010)                       0 
9. Ending Net OPEB Liability $480,346,441 $467,468,218 
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EXHIBIT 11 (continued) 
Schedule of Reconciliation of Net OPEB Liability – Airports  

Reporting Date for Employer under GAS 75 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 75  June 30, 2018 June 30, 2017 
Reconciliation of Net OPEB Liability    

1. Beginning Net OPEB Liability $77,566,434 $91,088,903  
2. OPEB Expense 11,744,291  12,893,159  
3. Employer Contributions (13,616,238) (13,333,631) 
4. New Net Deferred Inflows/Outflows (60,789) (12,277,602) 
5. Change in Allocation of Prior Deferred Inflows/Outflows 168,627  0  
6. New Net Deferred Flows Due to Change in Proportion (1,044,708) (804,395) 
7. Recognition of Prior Deferred Inflows/Outflows 3,417,470  0  
8. Recognition of Prior Deferred Flows Due to Change in Proportion      149,239                  0 
9. Ending Net OPEB Liability $78,324,326 $77,566,434 
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EXHIBIT 11 (continued) 
Schedule of Reconciliation of Net OPEB Liability – Harbor  

Reporting Date for Employer under GAS 75 June 30, 2019 June 30, 2018 
Measurement Date for Employer under GAS 75  June 30, 2018 June 30, 2017 
Reconciliation of Net OPEB Liability    

1. Beginning Net OPEB Liability $21,909,732 $26,001,666  
2. OPEB Expense 3,163,823  3,599,238  
3. Employer Contributions (3,787,279) (3,766,272) 
4. New Net Deferred Inflows/Outflows (16,910) (3,467,982) 
5. Change in Allocation of Prior Deferred Inflows/Outflows 99,940  0  
6. New Net Deferred Flows Due to Change in Proportion (619,162) (456,918) 
7. Recognition of Prior Deferred Inflows/Outflows 950,550  0  
8. Recognition of Prior Deferred Flows Due to Change in Proportion         84,771                  0 
9. Ending Net OPEB Liability $21,785,465 $21,909,732 
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EXHIBIT 12 
Schedule of Recognition of Changes in Total Net OPEB Liability 

 

 

Increase (Decrease) in OPEB Expense Arising from the Recognition of the Effects 
of Differences between Actual and Expected Experience on Total OPEB Liability 

 
Reporting Date 
for Employer 
under GAS 75 

Year Ended 
June 30 

Differences 
Between Actual 
and Expected 

Experience 

Recognition 
Period 
(Years) 

Reporting Date for Employer under GAS 75 Year Ended June 30 

2018 2019 2020 2021 2022 2023 2024 2025 
2018 $19,666,471 6.39 $3,077,695 $3,077,695 $3,077,695 $3,077,695 $3,077,695 $3,077,695 $1,200,301 $0 
2019 (7,321,481) 6.52 N/A (1,122,927) (1,122,927) (1,122,927) (1,122,927) (1,122,927) (1,122,927) (583,919) 

Net increase (decrease) in OPEB expense $3,077,695 $1,954,768  $1,954,768  $1,954,768  $1,954,768  $1,954,768  $77,374  $(583.919) 
 

 

Increase (Decrease) in OPEB Expense Arising from the Recognition  
of the Effects of Assumption Changes 

 
Reporting Date 
for Employer 
under GAS 75 

Year Ended 
June 30 

Effect of  
Assumption 

 Changes 

Recognition 
Period 
(Years) 

Reporting Date for Employer under GAS 75 Year Ended June 30 

2018 2019 2020 2021 2022 2023 2024 2025 
2018 $33,511,927 6.39 $5,244,433 $5,244,433 $5,244,433 $5,244,433 $5,244,433 $5,244,433 $2,045,329 $0 
2019 92,177,641 6.52 N/A 14,137,675  14,137,675  14,137,675  14,137,675  14,137,675  14,137,675  7,351,591  

Net increase (decrease) in OPEB expense $5,244,433 $19,382,108  $19,382,108  $19,382,108  $19,382,108  $19,382,108  $16,183,004  $7,351,591  

As described in Exhibit 9, the average of the expected remaining service lives of all employees that are provided with benefits 
through LACERS (active and inactive employees) determined as of June 30, 2017 (the beginning of the measurement period 
ending June 30, 2018 ) is 6.52 years. 
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EXHIBIT 12 (continued) 
Schedule of Recognition of Changes in Total Net OPEB Liability 

 

 

Increase (Decrease) in OPEB Expense Arising from the Recognition of 
Differences between Projected and Actual Earnings on OPEB Plan Investments 

 
Reporting Date 
for Employer 
under GAS 75 
Year Ended 

June 30 

Differences 
between 

Projected and 
Actual Earnings 

Recognition 
Period 
(Years) 

Reporting Date for Employer under GAS 75 Year Ended June 30 

2018 2019 2020 2021 2022 2023  
2018 $(168,243,825) 5.00 $(33,648,765) $(33,648,765) $(33,648,765) $(33,648,765) $(33,648,765) $0  
2019 (90,364,893) 5.00 N/A (18,072,979) (18,072,979) (18,072,979) (18,072,979) (18,072,977)  

Net increase (decrease) in OPEB expense $(33,648,765) $(51,721,744) $(51,721,744) $(51,721,744) $(51,721,744) $(18,072,977)  

The differences between projected and actual earnings on OPEB plan investments are recognized over a five-year period per 
Paragraph 43b. of GAS 75. 

 
Total Increase (Decrease) in OPEB Expense 

 
Reporting Date 
for Employer 
under GAS 75 
Year Ended 

June 30 
Total 

Differences  

Reporting Date for Employer under GAS 75 Year Ended June 30 

2018 2019 2020 2021 2022 2023 2024 2025 
2018 $(115,065,427)  $(25,326,637) $(25,326,637) $(25,326,637) $(25,326,637) $(25,326,637) $8,322,128 $3,245,630 $0 
2019 (5,508,733)  N/A (5,058,231) (5,058,231) (5,058,231) (5,058,231) (5,058,229) 13,014,748 6,767,672 

Net increase (decrease) in OPEB expense $(25,326,637) $(30,384,868) $(30,384,868) $(30,384,868) $(30,384,868) $3,263,899 $16,260,378 $6,767,672 
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EXHIBIT 13  
Allocation of Changes in Total Net OPEB Liability  

 
In addition to the amounts shown in Exhibit 12, there are changes in each employer’s proportionate share of the total Net OPEB 
Liability (NOL) during the measurement period ending on June 30, 2018. The net effect of the change on the employer’s 
proportionate share of the collective NOL and collective deferred outflows of resources and deferred inflows of resources is also 
recognized over the average of the expected remaining service lives of all employees shown previously. The differences between 
the actual employer contributions and the proportionate share of the employer contributions during the measurement period 
ending on June 30, 2018 is recognized over the same period. These amounts are shown below. While these amounts are different 
for each employer, they sum to zero for the entire LACERS. 
 

Increase (Decrease) in OPEB Expense Arising from the Recognition of the Effects of the 
Change in Proportion and Change in Employer Contributions for the Reporting Year Ended June 30, 2019  

 

Total 
Change  

to be 
Recognized  

Recognition 
Period 
(Years) 

Reporting Date for Employer under GAS 75 Year Ended June 30 

2019 2020 2021 2022 2023 2024 2025 
City $1,965,296 6.52 $301,426  $301,426  $301,426  $301,426  $301,426  $301,426  $156,740  
Airports (1,233,967) 6.52 (189,259) (189,259) (189,259) (189,259) (189,259) (189,259) (98,413) 
Harbor (731,329)  6.52 (112,167) (112,167) (112,167) (112,167) (112,167) (112,167) (58,327) 
Total for all Employer 
Categories $0  $0 $0 $0 $0 $0 $0 $0 

 
Increase (Decrease) in OPEB Expense Arising from the Recognition of the Effects of the 

Change in Proportion and Change in Employer Contributions for the Reporting Year Ended June 30, 2018  

 

Total 
Change  

to be 
Recognized  

Recognition 
Period 
(Years) 

Reporting Date for Employer under GAS 75 Year Ended June 30 

2018 2019 2020 2021 2022 2023 2024 
City $1,495,323 6.39 $234,010 $234,010 $234,010 $234,010 $234,010 $234,010 $91,263 
Airports (953,634) 6.39 (149,239) (149,239) (149,239) (149,239) (149,239) (149,239) (58,200) 
Harbor (541,689)  6.39 (84,771) (84,771) (84,771) (84,771) (84,771) (84,771) (33,063) 
Total for all Employer 
Categories $0  $0 $0 $0 $0 $0 $0 $0 
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Actuarial Assumptions and Methods 
For June 30, 2018 Measurement Date and Employer Reporting as of June 30, 2019 

Rationale for Assumptions: The information and analysis used in selecting each assumption that has a 
significant effect on this actuarial valuation is shown in the July 1, 2014 through 
June 30, 2017 Actuarial Experience Study dated June 29, 2018, economic 
assumption review dated June 30, 2017 and retiree health assumptions letter 
dated September 18, 2018. Unless otherwise noted, all actuarial assumptions 
and methods shown below apply to both Tier 1 and Tier 3 members. These 
assumptions have been adopted by the Board. 

Measurement Date: June 30, 2018 
Data: LACERS provided detailed census data and financial data for post-employment 

benefits. 
Post-Retirement Mortality Rates: 

Healthy Members and All Beneficiaries: Headcount-Weighted RP-2014 Healthy Annuitant Mortality Tables (separate 
tables for males and females) projected generationally with the two-dimensional 
mortality improvement scale MP-2017. 

Disabled Members: Headcount-Weighted RP-2014 Disabled Retiree Mortality Tables (separate 
tables for males and females) projected generationally with the two-dimensional 
mortality improvement scale MP-2017. 

The RP-2014 mortality tables and adjustments as shown above reflect the morality experience as of the measurement date. 
The generational projection is a provision for future mortality improvement. 
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Termination Rates Before Retirement: 
Pre-Retirement Mortality: Headcount-Weighted RP-2014 Employee Mortality Tables (separate tables for 

males and females) times 90%, projected generationally with the two-
dimensional mortality improvement scale MP-2017. 

 Rate (%) 
Age Disability Termination* 

25 0.01 7.00 
30 0.02 7.00 
35 0.05 5.50 
40 0.07 3.90 
45 0.13 3.20 
50 0.19 2.70 
55 0.20 2.50 
60 0.20 2.50 

*Rates for members with five or more years of service. Termination rates are zero for members 
eligible to retire. 

Rates of termination for members with less than 5 years of service are as 
follows: 

  Rate (%) 
Service  Termination (Based on Service) 

0  12.00 
1  10.00 
2  9.00 
3  8.25 
4  7.75 
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Retirement Rates: 
  Rate (%) 

 Tier 1  APO Tier 1(1)  Tier 3 
Age  Non-55/30 55/30  Non-55/30 55/30  Non-55/30 55/30 

50  6.0 0.0  7.0 0.0  6.0 0.0 
51  3.0 0.0  4.0 0.0  3.0 0.0 
52  3.0 0.0  4.0 0.0  3.0 0.0 
53  3.0 0.0  4.0 0.0  3.0 0.0 
54  17.0 0.0  18.0 0.0  16.0 0.0 
55  6.0 24.0  7.0 25.0  0.0(2) 23.0 
56  6.0 16.0  7.0 17.0  0.0(2) 15.0 
57  6.0 16.0  7.0 17.0  0.0(2) 15.0 
58  6.0 16.0  7.0 17.0  0.0(2) 15.0 
59  6.0 16.0  7.0 17.0  0.0(2) 15.0 
60  7.0 16.0  8.0 17.0  6.0 15.0 
61  7.0 16.0  8.0 17.0  6.0 15.0 
62  7.0 16.0  8.0 17.0  6.0 15.0 
63  7.0 16.0  8.0 17.0  6.0 15.0 
64  7.0 16.0  8.0 17.0  6.0 15.0 
65  13.0 20.0  14.0 21.0  12.0 19.0 
66  13.0 20.0  14.0 21.0  12.0 19.0 
67  13.0 20.0  14.0 21.0  12.0 19.0 
68  13.0 20.0  14.0 21.0  12.0 19.0 
69  13.0 20.0  14.0 21.0  12.0 19.0 
70  100.0 100.0  100.0 100.0  100.0 100.0 

(1) Consistent with the cost study prepared for the adoption of enhanced Tier 1 benefits, we have estimated the rates above by increasing the  
retirement rates for Tier 1 by a flat 1%. 

(2) Not eligible to retire under the provisions of the Tier 3 plan. 



SECTION 3: Actuarial Assumptions and Methods for the Los Angeles City Employees’ Retirement System 

40 

Retirement Age and Benefit for  
Inactive Vested Participants: Assume retiree health benefit will be paid at the later of age 59 or the current attained 

age. 

Exclusion of Inactive Vested: Inactive vested with less than 10 years of service are excluded. 

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

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

Service: Employment service is used for eligibility determination purposes. Benefit service is 
used for benefit calculation purposes. 

Future Benefit Accruals: 1.0 year of service per year. 

Net Investment Return: 7.25%, net of investment expenses 
 
Salary Increases: Inflation:  3.00%; plus additional 0.50% “across the board” salary increases (other 

than inflation); plus the following merit and promotional increases: 
 

Service  Percentage Increase 
0  6.50% 
1  6.20% 
2  5.10% 
3  3.10% 
4  2.10% 
5  1.10% 
6  1.00% 
7  0.90% 
8  0.70% 
9  0.60% 

10+  0.40% 
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Actuarial Value of Assets: The market value of assets less unrecognized returns in each of the last seven years. 
Unrecognized return is equal to the difference between the actual and expected returns 
on a market value basis and is recognized over a seven-year period. The actuarial 
value of assets cannot be less than 60% or greater than 140% of the market value of 
assets. 

Actuarial Cost Method: Entry Age Cost Method, level percent of salary. 

Expected Remaining Service Lives:  The average of the expected service lives of all employees is determined by: 

• Calculating each active employee’s expected remaining service life as the present 
value of $1 per year of future service at zero percent interest. 

• Setting the remaining service life to zero for each nonactive or retired member. 

• Dividing the sum of the above amounts by the total number of active employee, 
nonactive and retired members. 

Per Capita Cost Development: The assumed costs on a composite basis are the future costs of providing 
postemployment health care benefits at each age.  To determine the assumed costs on 
a composite basis, historical premiums are reviewed and adjusted for increases in the 
cost of health care services. 

 
Maximum Dental Subsidy 

Carrier 
Election 

   Percent    

Monthly  
2018-2019 Fiscal 

Year Subsidy 

Delta Dental PPO 79.2% $44.60 

DeltaCare USA  20.8% $13.19 
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Per Capita Cost Development – Tier 1 and Tier 3, Not Subject to Medical Subsidy Cap: 
Participant Under Age 65 or Not Eligible for Medicare A & B 

2018-2019 Fiscal Year Single Party Married/With Domestic Partner Eligible Survivor 

CARRIER 

Observed and 
Assumed 

Election Percent Monthly 
Premium* 

Maximum 
Subsidy Subsidy 

Monthly 
Premium* 

Maximum 
Subsidy Subsidy 

Monthly 
Premium* 

Maximum 
Subsidy Subsidy 

Kaiser HMO 62.4% $853.39  $1,790.80  $853.39  $1,706.78  $1,790.80  $1,706.78  $853.39  $853.39  $853.39  
Anthem Blue 
Cross PPO 21.9% $1,270.81  $1,790.80  $1,270.81  $2,537.02  $1,790.80  $1,790.80  $1,270.81  $853.39  $853.39  

Anthem Blue 
Cross HMO 15.7% $1,003.40  $1,790.80  $1,003.40  $2,002.19  $1,790.80  $1,790.80  $1,003.40  $853.39  $853.39  
 

* With the exception of Kaiser, the amounts above reflect the inclusion of the vision insurance plan premium. 

Participant Eligible for Medicare A & B 

2018-2019 Fiscal Year Single Party Married/With Domestic Partner Eligible Survivor 

CARRIER 

Observed and 
Assumed 

Election Percent Monthly 
Premium* 

Maximum 
Subsidy Subsidy 

Monthly 
Premium* 

Maximum 
Subsidy Subsidy 

Monthly 
Premium* 

Maximum 
Subsidy Subsidy 

Kaiser Senior 
Advantage HMO 

58.1% $259.86 $259.86 $259.86 $519.72 $519.72 $519.72 $259.86 $259.86 $259.86 

Anthem Blue Cross 
Medicare Supplement 30.6% $542.51 $542.51 $542.51 $1,080.42 $1,062.50 $1,062.50 $542.51 $542.51 $542.51 

UHC Medicare Adv. 
HMO for 
California** 

11.3% $273.69 $273.69 $273.69 $542.78 $542.78 $542.78 $273.69 $273.69 $273.69 

 

* With the exception of Kaiser, the amounts above reflect the inclusion of the vision insurance plan premium. 
**  Rates for CA plan. 
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Members who are subject to the retiree medical subsidy cap will have monthly health insurance subsidy maximums capped at 
the levels in effect at July 1, 2011, as shown in the table below: 

 
Single Party 

Married/With  
Domestic Partner Eligible Survivor 

Under 65 – All Plans $1,190.00 $1,190.00 $593.62 
Over 65    
Kaiser HMO $203.27 $406.54 $203.27 
Blue Cross Medicare Supplement $478.43 $478.43 $478.43 
UHC Medicare Adv. HMO for California $219.09 $396.47 $219.09 

These rates only apply to a few inactive members. No active members are subject to the retiree medical subsidy cap. 

Adjustments to per-capita costs (as shown on page 42) based on age, gender, and status, are as follows: 

 Retiree Spouse 
Age Male Female Male Female 
55 0.9037 0.9330 0.7112 0.8055 
60 1.0732 1.0056 0.9521 0.9342 
64 1.2312 1.0668 1.2019 1.0515 
65 0.9193 0.7814 0.9193 0.7814 
70 1.0655 0.8421 1.0655 0.8421 
75 1.1482 0.9064 1.1482 0.9064 
80+ 1.2365 0.9772 1.2365 0.9772 
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Spouse/Domestic 
Partner Coverage: 

60% of male and 35% of female retirees who receive a subsidy are assumed to be 
married or have a qualified domestic partner and elect dependent coverage. Of these 
covered spouses/domestic partners, 100% are assumed to continue coverage if the retiree 
predeceases the spouse/domestic partner. 

Spouse Age Difference: Male retirees are assumed to be 4 years older than their female spouses. Female retirees 
are assumed to be 2 years younger than their male spouses. 

Participation: Retiree Medical and Dental Coverage Participation: 

  

Service Range 
Percent 

Covered* 
10 – 14 60% 
15 – 19 80% 
20 – 24 90% 

25 and Over 95% 

 * Inactive members are assumed to elect coverages at 50% of the rates shown above. 

 100% of retirees becoming eligible for Medicare are assumed to be covered by both 
Parts A and B.  
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Health Care Cost Subsidy Trend Rates: 
MEDICAL TRENDS FOR THE JUNE 30, 2018 VALUATION 
Trends to be applied in following fiscal years, to all health plans. 
Trend is to be applied to premium for shown fiscal year to calculate next fiscal year's projected premium 
First Fiscal Year (July 1, 2018 through June 30, 2019)  

Plan Anthem Blue 
Cross PPO, 

Under Age 65 

Anthem Blue 
Cross 

Medicare 
Supplement 

Kaiser HMO, 
Under Age 65 

Kaiser Senior 
Advantage 

Anthem 
Blue Cross 

HMO, 
Under 65  

UHC 
Medicare 

HMO 
Trend to be applied to 2018-2019 
Fiscal Year premium 3.50% 3.25% 3.50% 4.29% -1.75% 3.25% 

  
 

The fiscal year trend rates are based on the following calendar 
year trend rates: 

 
Trend (Approx.) 

 Trend (applied to calculate following year 
premium) 

Fiscal Year Non-Medicare Medicare Calendar Year Non-Medicare Medicare 
2019-2020 6.87% 6.37% 2019  7.00%*  6.50%* 
2020-2021 6.62%** 6.12%** 2020 6.75% 6.25% 
2021-2022 6.37% 5.87% 2021 6.50% 6.00% 
2022-2023 6.12% 5.62% 2022 6.25% 5.75% 
2023-2024 5.87% 5.37% 2023 6.00% 5.50% 
2024-2025 5.62% 5.12% 2024 5.75% 5.25% 
2025-2026 5.37% 4.87% 2025 5.50% 5.00% 
2026-2027 5.12% 4.62% 2026 5.25% 4.75% 
2027-2028 4.87% 4.50% 2027 5.00% 4.50% 
2028-2029 4.62% 4.50% 2028 4.75% 4.50% 

2029 and later 4.50% 4.50% 2029 4.50% 4.50% 
Dental Premium Trend  4.00% for all years     
Medicare Part B Premium Trend Trend for the 2018-19 fiscal year will be calculated based on the actual increase 

in Medicare B premium from 2018 to 2019, when it becomes available. 4.00% 
for years following the 2019 calendar year.  

* For example, the 7.00% assumption when applied to the 2019 non-Medicare medical premiums would provide the projected 2020 non-Medicare medical 
premiums. This trend would also be applied to the maximum medical subsidy, based on the non-Medicare Kaiser premium. 
** The 2020-2021 premium increases include additional estimated increases of 1.0% (non-Medicare) and 0.5% (Medicare) from the impact of the Health 
Insurance Tax (HIT) 
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Health Care Reform: As directed by LACERS, we have reflected in the current valuation the impact of 
potential excise tax imposed by the Affordable Care Act (ACA) and related statutes 
on certain health plans in calculating the contribution rates for the employer. We 
understand that Statements No. 74 and No. 75 by the Governmental Accounting 
Standards Board (GASB) for financial reporting purposes require the inclusion of the 
excise tax in the liability. 

Administrative Expenses: No administrative expenses were valued separately from the premium costs. 

Assumption Changes 
Since Prior Valuation: The ultimate trend rate was reduced from 4.50% to 4.00% for Medicare Part B and 

Dental. 

 Starting premium costs and first year trends were revised to reflect 2019 calendar year 
premium data. 

Medical and dental carrier election assumptions were updated. 

The spouse coverage and retiree medical participation assumptions were updated. 
 

Based on the June 30, 2017 Actuarial Experience Study, the following actuarial 
assumptions were changed. Previously, these assumptions were as follows: 

Post-Retirement Mortality Rates: 
Healthy Members and All Beneficiaries: RP-2000 Combined Healthy Mortality Table projected with Scale BB to 2020, 

set back one year for males and with no setback for females. 
Disabled Members: RP-2000 Combined Healthy Mortality Table projected with Scale BB to 2020, 

set forward seven years for males and set forward eight years for females. 
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Changes in Actuarial Assumptions (continued): 

Termination Rates Before Retirement: 
Pre-Retirement Mortality: RP-2000 Combined Healthy Mortality Table projected with Scale BB to 2020, 

set back one year for males and with no setback for females. 
 Rate (%) 

Age Disability Termination* 
25 0.01 5.75 
30 0.03 5.75 
35 0.05 4.85 
40 0.09 3.50 
45 0.15 2.70 
50 0.19 2.50 
55 0.20 2.35 
60 0.20 2.25 

* Rates for members with five or more years of service. Termination rates are zero for members 
eligible to retire. 

Rates of termination for members with less than 5 years of service are as 
follows: 

  Rate (%) 
Service  Termination (Based on Service) 

0  13.25 
1  11.00 
2  8.75 
3  7.25 
4  5.75 



SECTION 3: Actuarial Assumptions and Methods for the Los Angeles City Employees’ Retirement System 

48 

Changes in Actuarial Assumptions (continued): 

Retirement Rates: 

 Rate (%) 
 Tier 1  APO Tier 1(1)  Tier 3 

Age  Non-55/30 55/30  Non-55/30 55/30  Non-55/30 55/30 
50  6.0 0.0  7.0 0.0  6.0 0.0 
51  3.0 0.0  4.0 0.0  3.0 0.0 
52  3.0 0.0  4.0 0.0  3.0 0.0 
53  3.0 0.0  4.0 0.0  3.0 0.0 
54  16.0 0.0  17.0 0.0  15.0 0.0 
55  6.0 20.0  7.0 21.0  0.0(2) 19.0 
56  6.0 14.0  7.0 15.0  0.0(2) 13.0 
57  6.0 14.0  7.0 15.0  0.0(2) 13.0 
58  6.0 14.0  7.0 15.0  0.0(2) 13.0 
59  6.0 14.0  7.0 15.0  0.0(2) 13.0 
60  6.0 14.0  7.0 15.0  5.0 13.0 
61  6.0 14.0  7.0 15.0  5.0 13.0 
62  7.0 15.0  8.0 16.0  6.0 14.0 
63  7.0 15.0  8.0 16.0  6.0 14.0 
64  7.0 16.0  8.0 17.0  6.0 15.0 
65  12.0 17.0  13.0 18.0  11.0 16.0 
66  12.0 17.0  13.0 18.0  11.0 16.0 
67  12.0 17.0  13.0 18.0  11.0 16.0 
68  12.0 17.0  13.0 18.0  11.0 16.0 
69  12.0 17.0  13.0 18.0  11.0 16.0 
70  100.0 100.0  100.0 100.0  100.0 100.0 

(1) Consistent with the cost study prepared for the adoption of enhanced Tier 1 benefits, we have estimated the rates above by 
increasing the retirement rates for Tier 1 by a flat 1%. 

(2) Not eligible to retire under the provisions of the Tier 3 plan. 

Retirement Age and Benefit for  

Inactive Vested Participants: Assume retiree health benefit will be paid at the later of age 58 or the current attained age. 
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