
 

 

  
Important Message to the Public: 
In conformity with the Governor’s Executive Order N-29-20 (March 17, 2020) and due to the public health 
concerns over COVID-19, this meeting of the Board of Fire and Police Pension Commissioners will be 
conducted telephonically.   
 

PLEASE NOTE: The Board Room will be closed to members of the public during this meeting 
with the exception of select Commissioners and LAFPP staff members. 

 
To provide public comment telephonically, please call (213) 204-8320 and enter Meeting ID 279762246#.   
 
If you do not want to make a public comment, you may stream the meeting from the website 
(www.lafpp.com) or call any of the following numbers to access the Council Phone system and listen to 
live coverage: (213) 621-CITY (Downtown), (818) 904-9450 (Valley), (310) 471-CITY (Westside), and 
(310) 547-CITY (San Pedro Area). 
 
Please refer to www.lafpp.com for more information.  
 
An opportunity for the public to address the Board or Committee about any item on today’s agenda for which there has been no 
previous opportunity for public comment will be provided before or during consideration of the item. Members of the public who 
wish to speak on any item on today’s agenda are requested to use the telephone number provided above.   
 
Notice to Paid Representatives:  If you are compensated to monitor, attend, or speak at this meeting, City law may require 
you to register as a lobbyist and report your activity.  See Los Angeles Municipal Code §§ 48.01 et seq.  More information is 
available at ethics.lacity.org/lobbying.  For assistance, please contact the Ethics Commission at (213) 978-1960 or 
ethics.commission@lacity.org 
 
In compliance with Government Code Section 54957.5, non-exempt writings that are distributed to a majority or all of the Board 
or applicable Committee of the Board in advance of their meetings may be viewed by clicking on LAFPP’s website at 
www.lafpp.com. In addition, if you would like a copy of any record related to an item on the agenda, please contact the 
commission executive assistant, at (213) 279-3038 or by e-mail at rhonda.ketay@lafpp.com. 
 
Sign language interpreters, communication access real-time transcription, assistive listening devices, Telecommunication Relay 
Services (TRS) or other auxiliary aids and/or services may be provided upon request. To ensure availability, you are advised to 
make your request at least 72 hours prior to the meeting you wish to attend. Due to difficulties in securing sign language 
interpreters, five or more business days notice is strongly recommended. For additional information, please contact the 
Department of Fire and Police Pensions, (213) 279-3000 voice or (213) 628-7713 TDD. 

 

                           AGENDA 
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A. GENERAL PUBLIC COMMENTS ON MATTERS WITHIN THE BOARD'S JURISDICTION
AND PUBLIC COMMENTS ON ANY SPECIFIC MATTERS ON THE AGENDA – THIS
WILL BE THE ONLY OPPORTUNITY FOR PUBLIC COMMENT

B. REPORTS TO THE BOARD

1 REVIEW OF LOS ANGELES CAPITAL MANAGEMENT DOMESTIC LARGE CAP
GROWTH EQUITY CONTRACT AND POSSIBLE BOARD ACTION 

2. REVIEW OF ECONOMIC AND NON-ECONOMIC ACTUARIAL ASSUMPTIONS AND
POSSIBLE BOARD ACTION 

3. VOLUNTARY ADDITIONAL CONTRIBUTIONS FOR RETIREE HEALTH

4. PRESENTATION ON HEALTH SAVINGS ACCOUNTS AND HEALTH 
REIMBURSEMENT ARRANGEMENTS 

5. LAPRA RESPONSE TO BOARD INQUIRY REGARDING INCREASED KAISER PLAN
BENEFITS FOR POLICE RETIREES 

6. INTRA-DEPARTMENTAL TRANSFER OF FUNDS WITHIN THE FISCAL YEAR 2019-
20 ADMINISTRATIVE EXPENSE BUDGET AND POSSIBLE BOARD ACTION 

7. FISCAL YEAR 2019-20 BUSINESS PLAN PROJECT NO. 12 - WORKFORCE
SUCCESSION PLANNING UPDATE 

C. COMMUNICATIONS TO THE BOARD

1. Has any Board Member made any expenditure to influence State legislative or
administrative action?

2. Miscellaneous correspondence from money managers, consultants, etc. – Received
and Filed.

D. GENERAL MANAGER’S REPORT

1. Monthly Report

2. Marketing Cessation Information

3. Benefits Actions approved by General Manager on May 7, 2020

4. Other business relating to Department operations

E. CONSENT ITEM

1. Findings of Fact

a. Brett E. Goodkin – Tier 5
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 b.  Carol A. Tucker, surviving spouse of Richard G. Tucker – Tier 5 
 c.  Brian K. Arnett – Tier 3 
 

F. CONSIDERATION OF FUTURE AGENDA ITEMS 
 

G. DISABILITY CASE 
 

Alternative 1 
 
Caroline J. Boyd, Surviving Spouse of Fire Battalion Chief Jerome A. Boyd. Mrs. Boyd will 
be representing herself but will not be present. 

 
H. CLOSED SESSION 
 

1. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.81 TO 
CONSIDER THE PURCHASE OF TWO (2) PARTICULAR, SPECIFIC INVESTMENTS 
AND POSSIBLE BOARD ACTION 

 
 
 
 
 
 
 
 
 

 



 

 

 

DEPARTMENT OF FIRE AND POLICE PENSIONS 
701 E. 3rd Street, Suite 200 

Los Angeles, CA 90013 

(213) 279-3000 
 

 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 

DATE: MAY 21, 2020 ITEM:  B.2   
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: REVIEW OF ECONOMIC AND NON-ECONOMIC ACTUARIAL ASSUMPTIONS 
 AND POSSIBLE BOARD ACTION 

 
RECOMMENDATION 
 
That the Board adopt the findings and recommendations of the Actuarial Experience Study 
conducted by Segal for the period July 1, 2016 through June 30, 2019, to be used beginning with 
the June 30, 2020 valuation. 

 
DISCUSSION 
 
Segal has submitted the results of the Actuarial Experience Study for the three-year period from 
July 1, 2016 through June 30, 2019 (Attachment).  The Experience Study is one of the deliverables 
included in the Board’s contract with Segal.  The purpose of the study is to compare the plan’s 
actual experience against the economic and non-economic actuarial assumptions established as a 
result of the last experience study and used by the actuary for subsequent annual valuations. The 
three-year review period is considered a best practice and is consistent with the Board’s funding 
policy goals:  
 

• To achieve long-term full funding of the cost of benefits provided by the plan; 

• To seek reasonable and equitable allocation of the cost of benefits over time; 

• To minimize volatility of the plan sponsors’ contribution to the extent reasonably possible, 
while consistent with other policy goals; and, 

• To support the general public policy goals of accountability and transparency by being clear 
as to both intent and effect, allowing for an assessment of how and when the plan sponsors 
will meet the funding requirements of the plan. 

 
Changes recommended in this report reflect the actuary’s recommendations to bring the plan’s 
assumptions more in line with future expectations.   
 
It is important to note that the actuarial assumptions do not determine the “actual cost” of the plan.  
The actual cost is determined by the benefits and administrative expenses paid, offset by investment 
income and contributions received.  The use of realistic actuarial assumptions is critical in 
maintaining adequate plan funding, while fulfilling benefit commitments to members already retired 
and to those nearing retirement.  Accurate actuarial assumptions aid in achieving equity across 
generations of taxpayers. The goal is to fund employees’ benefits while they are rendering service 
and taxpayers are receiving services from those employees. 
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In California, retirement system boards have the sole responsibility to set actuarial methods and 
assumptions and to determine contribution policy. The consulting actuary makes recommendations 
to the board in these areas. Staff fully agrees with the recommendations made by Segal regarding 
the non-economic and economic assumptions.  Segal is not recommending any additional changes 
in the mortality assumptions since at the December 19, 2019 meeting, the Board adopted new public 
safety mortality assumptions as recommended by Segal, to be used beginning with the June 30, 
2019 pension and retiree health benefits valuations.  
 
Paul Angelo and Andy Yeung of Segal will be available to discuss the report, recommendations, 
and impact in detail. 
 
NON-ECONOMIC ASSUMPTIONS 
 
The experience study recommends adjustments to the following major assumption categories:  
  

Retirement and Marriage Rates - The probability of retirement at each age at which 
participants are eligible to retire and the probability they will have a qualified spouse or 
domestic partner at the time of retirement. The age at which a member retires will affect both 
the amount of the benefits that will be paid to that member as well as the period over which 
funding must take place.  The probability of being married or having a domestic partner at the 
time of retirement will affect the likelihood of benefits being paid to a qualified survivor after a 
member’s death.   
 
Recommendation: Segal recommends adjusting the retirement rates to anticipate fewer 
retirements overall, and better reflect past experience by increasing marriage rates for male 
members not yet retired. 
 
Termination Rates – The probability of leaving employment (for reasons other than death, 
disability, or retirement) at each age and receiving either a refund of contributions or a deferred 
vested retirement.  
 
Recommendation: Segal recommends reducing the current rates for withdrawal and vested 
termination to better reflect recent experience. 
 
Disability Incidence Rates – The probability of being disabled at each age and whether the 
disability is service-connected or nonservice-connected.  
 
Recommendation: Segal recommends reducing the current rates to reflect past experience 
(i.e., decreased disability rates).  They are recommending  changes to the level of benefit 
payable upon non-service and service-connected disability retirement. Additionally, they 
recommend lowering the assumption from 85% to 80% that all disability retirements will be 
service-connected. 

 
ECONOMIC ASSUMPTIONS 
 
Segal recommends adjustments to the following economic assumption categories:  
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Inflation – Future increases in the Consumer Price Index, which drives investment returns and 
active member salary increases, as well as cost of living adjustment (COLA) increases for 
pensioners.    
 
Recommendation:  Segal recommends reducing the current 3.00% annual inflation 
assumption to 2.75%. They further recommend that the current 3.00% retiree COLA 
assumption be reduced to 2.75% for all Tiers.   
 
Investment Return – The estimated average future net rate of return (net of investment 
expenses only) on current and future assets of the Plan as of the valuation date.  This rate is 
used to discount liabilities.    
 
Recommendation: Segal recommends reducing the current 7.25% annual investment return 
assumption to 7.00%.  This recommendation is consistent with Segal’s other recommendation 
to reduce the inflation assumption by 0.25% and results in a slight reduction in the confidence 
level from 55% to 54% (i.e., that the actual average return over 15 years will not fall below the 
assumed return).  Segal notes that a 7.00% or lower investment return assumption is becoming 
more common among California public retirement systems.  State systems outside of California 
tend to change their economic assumptions less frequently and so may lag behind emerging 
practices in this area. 
 

Investment Return 
Component 

June 30, 2020 
Recommended 

Value 

June 30, 2017 
Adopted Value 

June 30, 2014 
Adopted Value 

Inflation 2.75% 3.00% 3.25% 

+ Portfolio Real Rate of 
Return 

4.99% 5.11% 5.12% 

(-) Investment Expenses (0.40%) (0.40%) (0.35%) 

(-) Risk Adjustment (0.34%) (0.46%) (0.52%) 

Total 7.00% 7.25% 7.50% 

Confidence Level 54% 55% 56% 

 
Salary Increases – Increases in the salary of a member between the date of valuation to the 
date of separation from active service.  This assumption has three components: inflationary 
salary increases, real “across the board” salary increases, and merit and promotional 
increases. 
 
Recommendation:  Segal recommends reducing the current inflationary salary increase 
assumption from 3.00% to 2.75% per annum consistent with the recommended general 
inflation assumption, and maintaining the current real “across the board” salary increase 
assumption of 0.50%.  Therefore, the combined inflation and real “across the board” salary 
increases will decrease from 3.50% to 3.25% per annum.  Segal also recommends adjusting 
the merit and promotion component of this assumption to reflect that expected salary increases 
will be slightly higher overall. 
 
Administrative Expenses – Fees for administration, legal, accounting, and actuarial services, 
and other functions carried out by the Plan. 
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Recommendation: Segal recommends increasing the total administrative expense load from 
1.25% to 1.40% of projected payroll (1.29% for retirement, and 0.11% for health) based on 
recent expenditure averages. 
 
Summary of Changes 

 Current Recommended Change 
Investment Return 7.25% 7.00% - 0.25% 
Administrative Expense 1.25% 1.40% + 0.15% 
Inflation 3.00% 2.75 % - 0.25% 
Salary  3.50% 3.25% - 0.25% 

 
Appendix A (page 44) of the Attachment lists the current assumptions and Appendix B (page 51) 
lists the proposed assumptions. 
 
CONCLUSION 
 
Over the last decade, the Board has had the foresight to adjust and adopt changes to the Plan’s 
actuarial assumptions, recognizing the evolution of economic conditions and member 
demographics, to better position the Plan to meet its long-term funding obligations and protect 
member benefits promised by the City. Over the past year, the Board has heard from Segal 
concerning recent actuarial trends and received the Plan’s first ever ASOP 51 Risk Report.  
 
The Fire and Police Pension Plan is a mature plan, which brings additional considerations to bear 
when discussing proper plan funding for the future. The first goal in the Board’s adopted 2019-21 
Strategic Plan avows to “ensure a financially sound retirement system.”  The funding objectives 
outlined earlier in this report support this goal and must guide the Board’s decision making in order 
to ensure prudent funding of the benefits for members. Again, the Board’s funding policy goals are: 

 

• To achieve long-term full funding of the cost of benefits provided by the plan; 

• To seek reasonable and equitable allocation of the cost of benefits over time; 

• To minimize volatility of the plan sponsors’ contribution to the extent reasonably possible, 
while consistent with other policy goals; and, 

• To support the general public policy goals of accountability and transparency by being clear 
as to both intent and effect, allowing for an assessment of how and when the plan sponsors 
will meet the funding requirements of the plan. 

 
Hence, staff recommends that the Board adopt all of the recommendations presented by the Plan’s 
actuary, Segal, and implement these assumption changes beginning with the June 30, 2020 
valuation. 
 
BUDGET 
 
For illustration purposes, Segal estimates that if all the proposed assumption changes were 
implemented in the June 30, 2019 valuation, the aggregate beginning of the year employer 
contribution rate would have increased by 2.33% of payroll (1.48% for the retirement plan and 0.85% 
for the health plan).  If adopted, the recommended assumptions will be used beginning with the 
June 30, 2020 valuation, which will determine the City’s contribution rate for the 2021-22 Fiscal 
Year. 
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POLICY  
 
No policy changes as recommended. 
 
CONTRACTOR DISCLOSURE INFORMATION  
 
There is no contractor disclosure information required with this report. 
 
 
This report was prepared by: 
 
Greg Mack, Chief Benefits Analyst 
Pensions Division 
 
RPC:JS:GFM 
 

Attachment: Actuarial Experience Study for July 1, 2016 – June 30, 2019, prepared by 
Segal 



City of Los Angeles Fire and 
Police Pension Plan 

Actuarial Experience Study
Analysis of Actuarial Experience 
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May 13, 2020 

Board of Fire and Police Pension Commissioners 
City of Los Angeles Fire and Police Pension Plan 
701 East 3rd Street, Suite 200 
Los Angeles, CA 90013 

Re: Review of Actuarial Assumptions for the June 30, 2020 Actuarial Valuation 

Dear Members of the Board: 

We are pleased to submit this report of our review of the actuarial experience for the City of Los 
Angeles Fire and Police Pension Plan. This study utilizes the census data for the period 
July 1, 2016 to June 30, 2019 and provides the proposed actuarial assumptions, both economic 
and demographic, to be used in the June 30, 2020 valuation. 

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

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

Sincerely, 

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

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

ST/jl 
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I. Introduction, Summary, and
Recommendations
To project the cost and liabilities of the Pension Fund, assumptions are made about all future 
events that could affect the amount and timing of the benefits to be paid and the assets to be 
accumulated. Each year actual experience is compared against the projected experience, and 
to the extent there are differences, the future contribution requirement is adjusted. 

If assumptions are modified, contribution requirements are adjusted to take into account a 
change in the projected experience in all future years. There is a great difference in both 
philosophy and cost impact between recognizing the actuarial deviations as they occur annually 
and changing the actuarial assumptions. Taking into account one year’s gains or losses without 
making a change in the assumptions means that year’s experience is treated as temporary and 
that, over the long run, experience will return to what was originally assumed. For example, it is 
impossible to determine when and to what extent the economy will rebound after the current 
crisis caused by the COVID-19 pandemic. 1 Changing assumptions reflects a basic change in 
thinking about the future, and it has a much greater effect on the current contribution 
requirements than recognizing gains or losses as they occur. 

The use of realistic actuarial assumptions is important in maintaining adequate funding, while 
paying the promised benefit amounts to participants already retired and to those near 
retirement. The actuarial assumptions used do not determine the “actual cost” of the plan. The 
actual cost is determined solely by the benefits and administrative expenses paid out, offset by 
investment income received. However, it is desirable to estimate as closely as possible what the 
actual cost will be so as to permit an orderly method for setting aside contributions today to 
provide benefits in the future, and to maintain equity among generations of participants and 
taxpayers. 

This study was undertaken in order to review the economic and demographic actuarial 
assumptions and to compare the actual experience with that expected under the current 
assumptions during the three-year experience period from July 1, 2016 through June 30, 2019. 
The study was performed in accordance with Actuarial Standard of Practice (ASOP) No. 27 
“Selection of Economic Assumptions for Measuring Pension Obligations” and ASOP No. 35 
“Selection of Demographic and Other Non-Economic Assumptions for Measuring Pension 
Obligations.” These Standards of Practice provide guidance for the selection of the various 
actuarial assumptions utilized in a pension plan actuarial valuation. Based on the study’s results 
and expected future experience, we are recommending various changes in the current actuarial 
assumptions. 

We are recommending changes in the assumptions for inflation, investment return, merit and 
promotion salary increases, administrative expense load, retirement from active employment, 
percentage of members with an eligible spouse or domestic partner, termination, disability 
incidence and benefit percentage under non-service and service connected disabilities. 

1 An analysis of the ongoing impact of the COVID-19 pandemic is beyond the scope of the current experience study. 
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Please note that new pre- and post-retirement mortality assumptions were adopted by the 
Board in December 2019 for the June 30, 2019 valuation as recommended in our mortality 
experience study for the period July 1, 2010 through June 30, 2019, dated December 12, 2019. 
For that reason  we are not recommending any changes in mortality assumptions at this time. 

Our recommendations for the major actuarial assumption categories are as follows: 

Pg # Actuarial Assumption Categories Recommendation 

9 Inflation: Future increases in the Consumer Price 
Index (CPI), which drives investment returns and 
active member salary increases. 

Reduce the inflation assumption from 3.00% to 2.75% per 
annum as discussed in Section (III)(A). 

12 Investment Return: The estimated average net 
rate of return on current and future assets of the 
Plan as of the valuation date. This rate is used to 
discount liabilities. 

Reduce the current investment return assumption from 
7.25% to 7.00% per annum as discussed in Section (III)(B). 

19 Individual Salary Increases: Increases in the 
salary of a member between the date of the 
valuation to the date of separation from active 
service. This assumption has three components: 
• Inflationary salary increases
• Real “across the board” salary increases
• Merit and promotion increases

Reduce the current inflationary salary increase assumption 
from 3.00% to 2.75% and maintain the current real “across 
the board” salary increase assumption at 0.50%. This 
means that the combined inflationary and real “across the 
board” salary increases will decrease from 3.50% to 3.25% 
per annum. 
We recommend adjusting the merit and promotion rates of 
salary increase as developed in Section (III) (C) to reflect 
past experience. Proposed merit and promotion salary 
increases are higher in some service categories and lower 
in other service categories under the proposed 
assumptions. 
The recommended salary increases anticipate slightly 
higher salary increases overall. 

23 Administrative Expenses: Fees for 
administration, legal, accounting, and actuarial 
services, and other functions carried out by the 
Plan. 

Increase the total administrative expense load from 1.25% 
to 1.40% of projected payroll as discussed in 
Section (III)(D). The portion allocation to the Retirement 
Plan and the Health Plan is 1.29% and 0.11% of projected 
payroll, respectively. 

24 Retirement Rates: The probability of retirement at 
each age at which participants are eligible to retire. 
Other Retirement Related Assumptions 
including: 
• Retirement age for deferred vested members
• DROP elections
• Percent married and spousal age differences for

members not yet retired

Adjust the retirement rates to those developed in 
Section (IV)(A) to anticipate fewer retirements overall. 
Maintain the retirement age for deferred vested members 
of 50. 
Maintain the probability of electing DROP prior to 
retirement at 95% and maintain the expected period of 
participation in DROP at 5 years. Maintain the assumption 
that DROP payments will be suspended for an average of 
4.5 months due to the minimum hours per month needed 
for participation if members enter DROP on or after 
February 1, 2019. 
For active and inactive members, increase the percent 
married at retirement assumption for males from 80% to 
85% and maintain the assumption at 55% for females. For 
active and inactive members, maintain the assumption that 
male members are 3 years older than their female spouses 
and that female members are 2 years younger than their 
male spouses.  

33 Termination Rates: The probability of leaving 
employment at each age and receiving either a 
refund of member contributions or a deferred 
vested retirement benefit. 

Adjust the current termination rates to those developed in 
Section (IV)(B) to anticipate fewer terminations overall. 
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Pg # Actuarial Assumption Categories Recommendation 

38 Disability Incidence Rates: The probability of 
becoming disabled at each age. 

Adjust the current disability rates to those developed in 
Section (IV)(C) to reflect lower incidence of disability. 
Lower the current assumption from 85% to 80% of all 
disability retirements will be service connected disability 
retirements. 
Adjust the anticipated level of disability benefit (that reflects 
severity of disability) payable upon disability retirement to 
reflect recent experience. 

We have estimated the impact of all the recommended economic and demographic 
assumptions as if they were applied to the June 30, 2019 actuarial valuations. The table below 
shows the changes in the employer contribution rates due to the proposed assumption changes 
separately for the recommended inflation and investment return assumption changes (as 
recommended in Section III of this report) and all other recommended demographic assumption 
changes (the remaining economic assumptions recommended in Section III as well as the 
demographic changes recommended in Section IV of this report).  

Cost Impact of the Recommended Assumptions  
Based on June 30, 2019 Actuarial Valuations 

Impact on Employer Contribution Rate  
Retirement 

Plan 
Health  
Plan Total 

Increase due to inflation & investment return assumptions 0.13% 0.97% 1.10% 

Increase due to all other assumptions 1.35% -0.12% 1.23% 

Total increase in average employer rate 1.48% 0.85% 2.33% 

Section II provides some background on the basic principles and methodology used for the 
experience study and for the review of the economic and demographic actuarial assumptions. A 
detailed discussion of each assumption and reasons for the proposed changes are found in 
Section III for the economic assumptions and Section IV for the demographic assumptions. The 
cost impact of the proposed changes is detailed in Section V. 
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II. Background and Methodology 
In this report, we analyzed both economic and demographic (“non-economic”) assumptions. The 
primary economic assumptions reviewed are inflation, investment return, administrative 
expenses, and salary increases. Demographic assumptions include the probabilities of certain 
events occurring in the population of members, referred to as “decrements,” e.g., termination 
from service, disability retirement, service retirement, and death before and after retirement. In 
addition to decrements, other demographic assumptions reviewed in this study include the 
percentage of members with an eligible spouse or domestic partner and spousal age difference. 

Economic Assumptions 
Economic assumptions consist of: 

• Inflation: Increases in the price of goods and services. The inflation assumption reflects the 
basic return that investors expect from securities markets. It also reflects the expected basic 
salary increase for active members and drives increases in the allowances of retired 
members. 

• Investment Return: Expected long-term rate of return on the Plan’s investments after 
investment expenses. This assumption has a significant impact on contribution rates. 

• Salary Increases: In addition to inflationary increases, it is assumed that salaries will also 
grow by “across the board” real pay increases in excess of price inflation. It is also assumed 
that employees will receive raises above these average increases as they advance in their 
careers. These are commonly referred to as merit and promotion increases. With the 
exception of Tier 1, payments to amortize any Unfunded Actuarial Accrued Liability (UAAL) 
are assumed to increase each year by the price inflation rate plus any real “across the 
board” pay increases that are assumed. 

The setting of these economic assumptions is described in Section III. 

Demographic Assumptions 
In order to determine the probability of an event occurring, we examine the “decrements” and 
“exposures” of that event. For example, taking termination from service, we compare the 
number of employees who actually terminate in a certain age and/or service category (i.e., the 
number of “decrements”) with those “who could have terminated” (i.e., the number of 
“exposures”). For example, if there were 500 active employees in the 20-24 age group at the 
beginning of the year and 50 of them terminated during the year, we would say the probability of 
termination in that age group is 50 ÷ 500 or 10%. 

The reliability of the resulting probability is highly dependent on both the number of decrements 
and the number of exposures. For example, if there are only a few people in a high age 
category at the beginning of the year (number of exposures), we would not lend as much 
credibility to the probability of termination developed for that age category, especially if it is out 
of line with the pattern shown for the other age groups. Similarly, if we are considering the death 
decrement, there may be a large number of exposures in, say, the age 20-24 category, but very 
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few decrements (actual deaths); therefore, we would not be able to rely heavily on the 
probability of death developed for that category. 

One reason we use several years of experience for such a study is to have more exposures and 
decrements, and therefore more statistical reliability. Another reason for using several years of 
data is to smooth out fluctuations that may occur from one year to the next. However, we also 
calculate the rates on a year-to-year basis to check for any trend that may be developing in the 
later years. 

As noted in Section I, in this study we are not recommending any changes in the pre- and post-
retirement mortality assumptions as they were reviewed and updated for the June 30, 2019 
valuation, based on a separate study of mortality experience. 
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III. Economic Assumptions 
A. Inflation 
Unless an investment grows at least as fast as prices increase, investors will experience a 
reduction in the inflation-adjusted value of their investment. There may be times when “riskless” 
investments return more or less than inflation, but over the long term, investment market forces 
will generally require an issuer of fixed income securities to maintain a minimum return which 
protects investors from inflation.  

The inflation assumption is long term in nature, so our analysis begins with a review of historical 
information. Following is an analysis of 15 and 30 year moving averages of historical inflation 
rates: 

Historical Consumer Price Index – 1930 to 20192 
(U.S. City Average - All Urban Consumers) 
 25th Percentile Median 75th Percentile 

15-year moving averages 2.4% 3.3% 4.4% 

30-year moving averages 2.9% 3.7% 4.8% 

The average inflation rates have continued to decline gradually over the last several years due 
to the relatively low inflationary period over the past two decades. Also, the later 15-year 
averages during the period are lower as they do not include the high inflation years of the mid-
1970s and early 1980s. 

Based on information found in the Public Plans Data website, which is produced in partnership 
with the National Association of State Retirement Administrators (NASRA), the median inflation 
assumption used by 174 large public retirement funds in their 2018 fiscal year valuations was 
2.65%.3 In California, CalSTRS, Los Angeles County and nine other 1937 Act CERL systems 
use an inflation assumption of 2.75%, one 1937 Act CERL system uses an inflation assumption 
of 2.90%, and two 1937 Act CERL systems use an inflation assumption of 2.50%. CalPERS has 
lowered their inflation assumption from 2.75% to 2.50% over a three-year period. Seven other 
1937 Act CERL systems use an inflation assumption of 3.00%. 

LAFPP’s investment consultant, RVKuhns & Associates (RVKuhns), anticipates an annual 
inflation rate of 2.25%,4 while the average inflation assumption provided by RVKuhns and six 
other investment advisory firms retained by Segal’s California public sector clients was 2.29%. 

2 Source: Bureau of Labor Statistics – Based on CPI for All Items in U.S. city average, all urban consumers, not 
seasonally adjusted (Series ID: CUUR0000SA0). 

3 Among 188 large public retirement funds, the inflation assumption was not available for 14 of the public retirement 
funds in the survey data. 

4 RVKuhns’ annual inflation rate of 2.25% is based on their initial capital market assumptions that were provided for 
2020. RVKuhns later revised their capital market assumptions after Q1 of 2020 to reflect the COVID-19 pandemic. 
We have used the initial capital market assumptions in this study.  
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Note that, in general, investment consultants use a time horizon for this assumption that is 
shorter than the time horizon we use for the actuarial valuation.5 

To find a forecast of inflation based on a longer time horizon, we referred to the Social Security 
Administration’s (SSA) 2020 report on the financial status of the Social Security program.6 The 
projected average increase in the Consumer Price Index (CPI) over the next 75 years under the 
intermediate cost assumptions used in that report was 2.40%. This report also includes 
alternative projections using lower and higher inflation assumptions of 1.80% and 3.00%, 
respectively.  

We also compared the yields on the thirty-year inflation indexed U.S. Treasury bonds to 
comparable traditional U.S. Treasury bonds.7 As of April 2020, the difference in yields is about 
1.39% which provides a measure of market expectations of inflation. 

Based on all of the above information, we recommend that the current 3.00% annual 
inflation assumption be reduced to 2.75% for the June 30, 2020 actuarial valuation.  

The setting of the inflation assumption using the information outlined above is a somewhat 
subjective process, and Segal does not apply a specific weight to each of the metrics in 
determining our recommended inflation assumption. Based on a consideration of all these 
metrics, since 2018 we have been recommending the same 2.75% inflation assumption in our 
experience for our California based public retirement system clients.  We will continue to review 
this assumption in future experience studies. 

Retiree Cost-of-Living Increases 
In our last experience study as of June 30, 2016, consistent with the 3.00% annual inflation 
assumption adopted by the Board, the Board adopted a 3.00% retiree cost-of-living assumption 
for all tiers. 

We recommend that the current retiree cost-of-living assumption of 3.00% per year be 
reduced to 2.75% in the June 30, 2020 valuation for all tiers. 

In developing the COLA assumption, we also considered the results of a stochastic approach 
that would attempt to account for the possible impact of low inflation that could occur before 
COLA banks are able to be established for the member under the tiers that provide COLA 
banks. Although the results of this type of analysis might justify the use of a lower COLA 
assumption, we are not recommending that at this time. The reasons for this conclusion include 
the following: 

• The results of the stochastic modeling are significantly dependent on assuming that lower 
levels of inflation will persist in the early years of the projections. If this is not assumed, then 
the stochastic modeling will produce results similar to our proposed COLA assumptions. 

5 The time horizon used by the seven investment consultants in our review generally ranges from 10 years to 30 
years. 

6 Source: Social Security Administration: The 2020 Annual Report of the Board of Trustees of the Federal Old-Age 
and Survivors Insurance and Federal Disability Insurance Trust Funds 

7 Source: Board of Governors of the Federal Reserve Association. 
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• Using a lower long-term COLA assumption based on a stochastic analysis would mean that 
an actuarial loss would occur even when the inflation assumption of 2.75% is met in a year. 
We question the reasonableness of this result. 

We do not see the stochastic possibility of COLAs averaging less than those predicted by the 
assumed rate of inflation as a reliable source of cost savings that should be anticipated in our 
COLA assumptions. Therefore, we continue to recommend setting the COLA assumptions 
consistent with the long-term annual inflation assumption, as we have in prior years. 
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B. Investment Return 
The investment return assumption is comprised of two primary components, inflation and real 
rate of investment return, with adjustments for investment expenses and risk. 

Real Rate of Investment Return 
This component represents the portfolio’s incremental investment market returns over inflation. 
Theory has it that as an investor takes a greater investment risk, the return on the investment is 
expected to also be greater, at least in the long run. This additional return is expected to vary by 
asset class and empirical data supports that expectation. For that reason, the real rate of return 
assumptions are developed by asset class. Therefore, the real rate of return assumption for a 
retirement system’s portfolio will vary with the Board’s asset allocation among asset classes. 

The following is the Plan’s current target asset allocation and the assumed real rate of return 
assumptions by asset class. The first column of real rate of return assumptions are determined 
by reducing RVKuhns’ total or “nominal” 2020 return assumptions8 by their assumed 2.25% 
inflation rate. The second column of returns (except for Unconstrained Fixed Income, Private 
Equity, and REITS) represents the average of a sample of real rate of return assumptions. The 
sample includes the expected annual real rate of return provided to us by RVKuhns and six 
other investment advisory firms retained by Segal’s public sector clients. We believe these 
averages are a reasonable consensus forecast of long-term future market returns in excess of 
inflation. 

8 The capital market assumptions provided by RVKuhns were net of investment fees. Because our model includes a 
separate component for investment expenses, Segal has estimated the fees paid to managers of each investment 
category, using information provided by LAFPP. Segal then increased RVKuhns’ capital market assumptions by 
those allocated fees so as to adjust those assumptions to be gross of investment fees.  
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LAFPP’s Target Asset Allocation and Assumed Arithmetic Real Rate 
of Return Assumptions by Asset Class and for the Portfolio 

Asset Class 
Percentage 
of Portfolio 

RVKuhns’ 
Assumed 
Real Rate  
of Return9 

Average Assumed Real Rate of 
Return from a Sample of 

Consultants to Segal’s California 
Public Sector Clients10 

Large Cap U.S. Equity 23% 4.05% 5.40% 
Small Cap U.S. Equity 6% 4.96% 6.20% 
Developed International Equity 16% 5.80% 6.54% 
Emerging Markets Equity 5% 8.31% 8.78% 
U.S Core Fixed Income 13% 0.87% 1.07% 
TIPS 4% 0.62% 0.62% 
High Yield Bonds 3% 3.09% 3.31% 
Real Estate 7% 4.15% 4.65% 
Commodities 5% 3.14% 3.05% 
Cash 1% 0.00% 0.01% 
Unconstrained Fixed Income 2% 1.37% 1.37%11 
Private Equity 12% 8.25% 8.25%11 

REITS 3% 4.40% 4.40%11 

Total 100% 4.40% 4.99% 

The above are representative of “indexed” returns and do not include any additional returns 
(“alpha”) from active management. This is consistent with the Actuarial Standard of Practice No. 
27, Section 3.6.3.d, which states: 

“Investment Manager Performance - Anticipating superior (or inferior) investment 
manager performance may be unduly optimistic (or pessimistic). The actuary should not 
assume that superior or inferior returns will be achieved, net of investment expenses, 
from an active investment management strategy compared to a passive investment 
management strategy unless the actuary has reason to believe, based on relevant 
supporting data, that such superior or inferior returns represent a reasonable 
expectation over the long term.” 

The following are some observations about the returns provided above: 

1. The investment consultants to our California public sector clients have each provided us 
with their expected real rates of return for each asset class, over various future periods of 
time. However, in general, the returns available from investment consultants are projected 
over time periods that are much shorter than the durations of a retirement plan’s liabilities. 

9 Derived by reducing RVKuhns’ nominal rate of return assumptions by their assumed 2.25% inflation rate. As stated 
earlier in this section, Segal has used RVKuhns’ initial 2020 capital market assumptions adjusted to be gross of 
fees by increasing those returns by estimated investment fees as calculated by Segal. 

10 These are based on the projected arithmetic returns provided by RVKuhns and six other investment advisory firms 
serving the LA Fire and Police Pension Plan and 16 other city and county retirement systems in California. These 
return assumptions are gross of any applicable investment expenses. 

11 For these asset classes, RVKuhns’s assumption is applied in lieu of the average because there is a larger disparity 
in returns for these asset classes among the firms surveyed and using RVKuhns’s assumption should more closely 
reflect the underlying investments made specifically for LAFPP. 
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2. Using a sample average of expected real rates of return allows the Plan’s investment return 
assumption to reflect a broader range of capital market information and should help reduce 
year to year volatility in the investment return assumption. 

3. Therefore, we recommend that the 4.99% portfolio real rate of return be used to determine 
the Plan’s investment return assumption. This is 0.12% lower than the return that was used 
three years ago in the review of the recommended investment return assumption for the 
June 30, 2017 valuation. Since there were minimal changes to the Plan’s target asset 
allocation, the difference is due to changes in the real rate of return assumptions provided 
to us by the investment advisory firms. 

Investment Expenses 
For funding purposes, the real rate of return assumption for the portfolio needs to be adjusted 
for investment expenses expected to be paid from investment income. LAFPP previously 
adopted an explicit administrative expense assumption and used that in the development of 
employer contributions starting with the June 30, 2014 valuation. The payment of those 
expenses would not result in a reduction in the net income available from investment return. 

The following table provides the investment expenses in relation to the actuarial value of assets 
for the five-year period ending June 30, 2019. 

Investment Expenses as a Percentage of  
Actuarial Value of Assets (Dollars in 000’s) 

Year Ending 
June 30 

Actuarial Value 
of Assets12 

Investment 
Expenses13 Investment % 

2015 $18,114,393 $75,765 0.42% 

2016 19,126,148 77,289 0.40 

2017 20,317,067 84,963 0.42 

2018 21,659,430 95,217 0.44 

2019 23,053,913 113,391 0.49 

Five-Year Average 0.43 

Current Assumption 0.40 

Proposed Assumption 0.40 

Based on this experience, we have maintained the future investment expense 
assumption at 0.40%. 

Note related to investment expenses paid to active managers – As cited above, under Section 
3.6.3.d of ASOP No. 27, the effect of an active investment management strategy should be 
considered “net of investment expenses” when determining whether “the actuary has reason to 
believe, based on relevant supporting data, that such superior or inferior returns represent a 
reasonable expectation over the long term.” 

12 As of end of plan year. 
13 From LAFPP audited financial statements. 

14



We have not performed a detailed analysis to measure how much of the investment expenses 
paid to active managers might have been offset by additional returns (“alpha”) earned by that 
active management. For now, we will continue to use the current methodology that any “alpha” 
that may be identified would be treated as an increase in the risk adjustment and corresponding 
confidence level. For example, 0.25% of alpha would increase the confidence level by 3% (see 
discussions that follow on definitions of risk adjustment and confidence level). 

Risk Adjustment 
The real rate of return assumption for the portfolio is adjusted to reflect the potential risk of 
shortfalls in the return assumptions. The Plan’s asset allocation determines this portfolio risk, 
since risk levels are driven by the variability of returns for the various asset classes and the 
correlation of returns among those asset classes. This portfolio risk is incorporated into the real 
rate of return assumption through a risk adjustment. 

The purpose of the risk adjustment (as measured by the corresponding confidence level) is to 
increase the likelihood of achieving the actuarial investment return assumption in the long 
term.14 This is consistent with our experience that retirement plan fiduciaries would generally 
prefer that returns exceed the assumed rate more often than not. 

The 4.99% expected real rate of return developed earlier in this report was based on expected 
mean or average arithmetic returns. In our model, the confidence level associated with a 
particular risk adjustment represents the relative likelihood that future investment earnings 
would equal or exceed the assumed earnings over a 15-year period on an expected value 
basis.15 The 15-year time horizon represents an approximation of the “duration” of the fund’s 
liabilities, where the duration of a liability represents the sensitivity of that liability to interest rate 
variations. Note that, based on the investment return assumptions recently adopted by systems 
that have been analyzed under this model, we observe a confidence level generally in the range 
of 50% to 55%. 

Three years ago, the Board adopted an investment return assumption of 7.25%. That return 
implied a risk adjustment of 0.46%, reflecting a confidence level of 55% that the actual average 
return over 15 years would not fall below the assumed return, assuming that the distribution of 
returns over that period follows the normal statistical distribution.16 

If we use the same 55% confidence level from our last study to set this year’s risk adjustment, 
based on the current long-term portfolio standard deviation of 12.20% provided by RVKuhns & 
Associates, the corresponding risk adjustment would be 0.43%. Together with the other 
investment return components, this would result in an investment return assumption of 6.91%, 
which is lower than the current assumption of 7.25%. 

Based on the general practice of using one-quarter percentage point increments for economic 
assumptions, we evaluated the effect on the confidence level of alternative investment return 

14 This type of risk adjustment is referred to in the Actuarial Standards of Practice as a “margin for adverse deviation.” 
15 If a retirement system uses the expected arithmetic average return as the discount rate in the funding valuation, 

that retirement system is expected to have no surplus or asset shortfall relative to its expected obligations 
assuming all actuarial assumptions are met in the future. 

16 Based on an annual portfolio return standard deviation of 12.89% provided by RVKuhns in 2017. Strictly speaking, 
future compounded long-term investment returns will tend to follow a log-normal distribution. However, we believe 
the normal distribution assumption is reasonable for purposes of setting this type of risk adjustment. 
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assumptions. In particular, a net investment return assumption of 7.00%, together with the other 
investment return components, would produce a risk adjustment of 0.34%, which corresponds 
to a confidence level of 54%. We believe this analysis supports reducing the current assumption 
from 7.25% to 7.00%. 

The table below shows the recommended investment return assumption, the risk adjustment 
and corresponding confidence level compared to the values from prior studies. 

Year Ending 
June 30 

Investment 
Return 

Risk 
Adjustment 

Corresponding 
Confidence Level 

2007 - 2010 8.00% 1.35% 65% 

2011 - 2013 7.75% 1.03% 62% 

2014 - 2016 7.50% 0.52% 56% 

2017 - 2019 7.25% 0.46% 55% 

2020 (Recommended) 7.00% 0.34% 54% 

As we have discussed in prior experience studies, the risk adjustment model and associated 
confidence level is most useful as a means for comparing how the Plan has positioned itself 
relative to risk over periods of time.17 The use of a 54% confidence level under Segal’s model 
should be considered in context with other factors, including: 

• As noted above, the confidence level is more of a relative measure than an absolute 
measure, and so can be reevaluated and reset for future comparisons. 

• The confidence level is based on the standard deviation of the portfolio that is determined 
and provided to us by RVKuhns. The standard deviation is a statistical measure of the future 
volatility of the portfolio and so is itself based on assumptions about future portfolio volatility 
and can be considered somewhat of a “soft” number. 

• A confidence level of 54% is within (and at the top end of) the range of about 50% to 55% 
that corresponds to the risk adjustments currently used by most of Segal’s other California 
public retirement system clients. 

• We have not taken into account any additional returns (“alpha”) that might be earned on 
active management. This means that if active management generates enough alpha to 
cover its related expenses, this would increase returns. This aspect of Segal’s model is 
further evaluated below. 

• As with any model, the results of the risk adjustment model should be evaluated for 
reasonableness and consistency. This is discussed in the later section on “Comparison with 
Other Public Retirement Systems”. 

Taking into account the factors above, our recommendation is to reduce the net investment 
return assumption from 7.25% to 7.00%. As noted above, this return implies a 0.34% risk 
adjustment and reflects a confidence level of 54%. 

17 In particular, it would not be appropriate to use this type of risk adjustment as a measure of determining an 
investment return rate that is “risk-free.” 
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Recommended Investment Return Assumption 
The following table summarizes the components of the investment return assumption developed 
in the previous discussion. For comparison purposes, we have also included similar values from 
the last study. 

Calculation of Investment Return Assumption 

Assumption Component 
June 30, 2020 

Recommended Value 
June 30, 2017 
Adopted Value 

Inflation 2.75% 3.00% 
Plus Portfolio Real Rate of Return 4.99% 5.11% 
Minus Expense Adjustment (0.40)% (0.40)% 
Minus Risk Adjustment (0.34)% (0.46)% 
Total 7.00% 7.25% 
Confidence Level 54% 55% 

Based on this analysis, we recommend that the investment return assumption be 
decreased from 7.25% to 7.00% per annum. 

Comparison with Alternative Model used to Review 
Investment Return Assumption 
Since our appointment as actuary for LAFPP, we have consistently reviewed investment return 
assumptions based on our model that incorporates expected arithmetic real returns for the 
different asset classes and for the entire portfolio as one component of that model.18 The use of 
“forward looking expected arithmetic returns” is one of the approaches discussed for use in the 
Selection of Economic Assumptions for measuring Pension Obligations under Actuarial 
Standards of Practice (ASOP) No. 27. 

Besides using forward looking expected arithmetic returns, ASOP No. 27 also discussed setting 
investment return assumptions using an alternative “forward looking expected geometric 
returns” approach.19 Even though expected geometric returns are lower than expected 
arithmetic returns, those California public retirement systems that have set investment return 
assumptions using this alternative approach have in practice adopted investment return 
assumptions that are comparable to those adopted by the Board for LAFPP. This is because 
under the model used by those retirement systems, their investment return assumptions are not 
reduced to anticipate future investment expenses.20 

For comparison, we evaluated the recommended 7.00% assumption based on the expected 
geometric return for the entire portfolio, and gross of the investment expenses. Under that 

18 Again, as discussed in the footnote to “Risk Adjustment”, if a retirement system uses the expected arithmetic 
average return as the discount rate in the funding valuation, that retirement system is expected to have no surplus 
or asset shortfall relative to its expected obligations assuming all actuarial assumptions are met in the future. 

19 If a retirement system uses the expected geometric average return as the discount rate in the funding valuation, 
that retirement system is expected to have an asset value that generally converges to the median accumulated 
value as the time horizon lengthens assuming all actuarial assumptions are met in the future. 

20 This means that if the model were to be applied to LAFPP, the expected geometric return would not be adjusted for 
the approximately 0.40% investment expenses paid by LAFPP. 
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model, over a 15-year period, there is a 58% likelihood that future average geometric returns 
will meet or exceed 7.00%.21 

Comparison with Other Public Retirement Systems 
One final test of the recommended investment return assumption is to compare it against those 
used by other public retirement systems, both in California and nationwide. 

We note that an investment return of 7.00% or lower is becoming more common among 
California public sector retirement systems. In particular, eleven of the 1937 Act CERL systems 
use a 7.00% investment return assumption with one 1937 Act CERL Plan at 6.50% The San 
Jose and San Diego City retirement systems use investment return assumptions of 6.75% and 
6.50%, respectively. Furthermore, both CalPERS and CalSTRS currently use a 7.00% earnings 
assumption. With the exception of the retirement systems stated above, all other County 
employees’ retirement systems in California are using a 7.25% earnings assumption. 

The following table compares LAFPP’s recommended net investment return assumption against 
those of the 188 large public retirement funds in their 2018 fiscal year valuations based on 
information found in the Public Plans Data website, which is produced in partnership with 
NASRA:22 

  Public Plans Data23 

Assumption LAFPP Low Median High 

Net Investment Return 7.00% 4.50% 7.25% 8.00% 

The detailed survey results show that more than 80% of the systems have an investment return 
assumption in the range of 6.75% to 7.50%. Also, about one-third of the systems have reduced 
their investment return assumption during the year. State systems outside of California tend to 
change their economic assumptions less frequently and so may lag behind emerging practices 
in this area. 

In summary, we believe that both the risk adjustment model and other considerations indicate a 
lower earnings assumption. The recommended assumption of 7.00% provides for a risk margin 
within the risk adjustment model and is consistent with LAFPP’s current practice relative to other 
public systems. 

21 We performed this stochastic simulation using the capital market assumptions included in the 2019 survey 
prepared by Horizon Actuarial Services. That simulation was performed using 10,000 trial outcomes of future 
market returns, using assumptions from 20-year arithmetic returns, standard deviations and correlation matrix that 
were found in the 2019 survey that included responses from 34 investment advisors. 

22 Among 188 large public retirement funds, the investment return assumption was not available for 6 of the public 
retirement funds in the survey data. 

23 Public Plans Data website – Produced in partnership with the National Association of State Retirement 
Administrators (NASRA) 
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C. Salary Increase 
Salary increases impact plan costs in two ways: (i) by increasing members’ benefits (since 
benefits are a function of the members’ highest average pay) and future normal cost collections; 
and (ii) by increasing total active member payroll which in turn generates lower UAAL 
contribution rates. These two impacts are discussed separately as follows: 

As an employee progresses through his or her career, increases in pay are expected to come 
from three sources: 

1. Inflation: Unless pay grows at least as fast as consumer prices grow, employees will 
experience a reduction in their standard of living. There may be times when pay increases 
lag or exceed inflation, but over the long term, labor market forces may require an employer 
to maintain its employees’ standards of living. 

As discussed earlier in this report, we are recommending that the assumed rate of 
inflation be reduced from 3.00% to 2.75% per annum. This inflation component is 
used as part of the salary increase assumption. 

2. Real “Across the Board” Pay Increases: These increases are typically termed productivity 
increases since they are considered to be derived from the ability of an organization or an 
economy to produce goods and services in a more efficient manner. As that occurs, at least 
some portion of the value of these improvements can provide a source for pay increases. 
These increases are typically assumed to extend to all employees “across the board”. The 
State and Local Government Workers Employment Cost Index produced by the Department 
of Labor provides evidence that real “across the board” pay increases have averaged about 
0.4% – 0.7% annually during the last ten to twenty years. 

We also referred to the annual report on the financial status of the Social Security program 
published in April 2020. In that report, real “across the board” pay increases are forecast to 
be 1.1% per year under the intermediate assumptions. 

The real pay increase assumption is generally considered a more “macroeconomic” 
assumption that is not necessarily based on individual plan experience. However, recent 
salary experience with public systems in California as well as anecdotal discussions with 
plans and plan sponsors indicate lower future real wage growth expectations for public 
sector employees. We note that for LAFPP’s active members, the actual average inflation 
plus “across the board” increase (i.e., wage inflation) over the three year period ending 
June 30, 2019 was 2.9%, which is equal to the change in CPI during that same period: 

Valuation Date 
Actual Average 

Increase24 
Actual Change 

in CPI25 

June 30, 2017 3.4% 2.7% 
June 30, 2018 3.8% 3.6% 
June 30, 2019 1.6% 2.5% 

Three Year Average 2.9% 2.9% 

24 Reflects the increase in average salary for members at the beginning of the year versus those at the end of the 
year. It does not reflect the average salary increases received by members who worked the full year. 

25 Based on the change in the February CPI for the Los Angeles-Long Beach-Anaheim Area compared to the prior 
year. 
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Considering these factors, we recommend maintaining the real “across the board” 
salary increase assumption at 0.50%. This means that the combined inflation and 
“across the board” salary increase assumption will decrease from 3.50% to 3.25%. 

3. Merit and Promotion Increases: As the name implies, these increases come from an 
employee’s career advances. This form of pay increase differs from the previous two, since 
it is specific to the individual. For LAFPP, there are service-specific merit and promotion 
increases. 

The annual merit and promotion increases are determined by measuring the actual 
increases received by members over the experience period, net of the inflationary and real 
“across the board” pay increases. Increases are measured in combination for Fire and 
Police members. This is accomplished by: 

a. Measuring each continuing member’s actual salary increase over each year of the 
experience period on a salary-weighted basis, with higher weights assigned to 
experience from members with larger salaries; 

b. Excluding any members with increases of more than 50% or any decreases during any 
particular year; 

c. Categorizing these increases into groups by years of service; 
d. Removing the wage inflation component from these increases (assumed to be equal to 

the increase in the members’ average salary during the year); 
e. Averaging these annual increases over the experience period; and 
f. Modifying current assumptions to reflect some portion of these measured increases 

reflective of their “credibility.” 

To be consistent with the other economic assumptions, these merit and promotion 
assumptions should be used in combination with the 3.25% assumed inflation and real 
“across the board” increases recommended in this study. 
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The following table shows the actual average merit and promotion increases by years of 
service over the three-year period from July 1, 2016 through June 30, 2019. The current and 
proposed assumptions are also shown. The actual increases were reduced by the actual 
average inflation plus “across the board” increase (i.e. wage inflation, estimated as the 
increase in average salaries) for each year during the experience period (2.9% on average 
for the three-year period). 

 Rate (%) 

Years of 
Service 

Current 
Assumption 

Actual Average 
Increase 

Proposed 
Assumption 

0 – 1 8.50 10.40 9.00 
1 – 2 7.50 8.08 7.50 
2 – 3 6.00 7.00 6.50 
3 – 4 5.50 5.63 5.50 
4 – 5 4.00 3.91 4.00 
5 – 6 2.75 2.53 2.60 
6 – 7 2.50 1.96 2.20 
7 – 8 2.00 1.58 2.00 
8 – 9 1.75 2.50 2.00 

9 – 10 1.75 3.38 2.00 
10 – 11 1.25 1.89 1.90 
11 – 12 1.00 1.99 1.80 
12 – 13 1.00 1.82 1.70 
13 – 14 1.00 2.27 1.60 
14 – 15 1.00 2.67 1.50 
15 – 16 0.80 1.65 1.40 
16 – 17 0.80 1.53 1.30 
17 – 18 0.80 1.44 1.20 
18 – 19 0.80 1.77 1.20 
19 – 20 0.80 2.22 1.10 
20 – 21 0.80 1.30 1.00 
21 – 22 0.80 1.21 1.00 
22 – 23 0.80 1.24 1.00 
23 – 24 0.80 1.07 1.00 
24 – 25 0.80 1.35 1.00 
25 – 26 0.80 1.15 0.90 
26 – 27 0.80 1.14 0.90 
27 – 28 0.80 1.00 0.90 
28 – 29 0.80 0.92 0.90 
29 – 30 0.80 1.01 0.90 

30 & Over 0.80 1.06 0.90 

Chart 1 compares actual experience with the current and proposed rates of merit and promotion 
increases. 
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Based on this experience, we are proposing changes in the merit and promotion salary 
increases, with increases in some service categories and decreases in other service 
categories. Overall, total salary increases are assumed to be slightly higher under the 
proposed assumptions. 

Active Member Payroll 
Projected active member payrolls are used to develop the UAAL contribution rate. Future values 
are determined as a product of the number of employees in the workforce and the average pay 
for all employees. The average pay for all employees increases only by inflation and real 
“across the board” pay increases. The merit and promotion increases are not an influence, 
because this average pay is not specific to an individual. 

Under the Board’s current practice, except for Tier 1, the UAAL contribution rate is developed by 
assuming that the total payroll for all active members will increase annually over the 
amortization periods at the same assumed rates of inflation plus real “across the board” salary 
increase assumptions as are used to project the member’s future benefits. 

We recommend that the active member payroll increase assumption be reduced from 
3.50% to 3.25% annually, consistent with the combined inflation plus real “across the 
board” salary increase assumptions. 

Chart 1: Merit and Promotion Salary Increase Rates 
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D. Administrative Expenses 
Like benefit payments made to members, expenses incurred in connection with the plan’s 
operation are paid from LAFPP’s assets. These expenses include fees for administrative, legal, 
accounting, and actuarial services, as well as routine costs for printings, mailings, computer-
related activities, and other functions carried out by the plan. They do not include investment-
related expenses. 

The following table provides the administrative expenses for both the Retirement and Health 
Plans in relation to the projected payroll for the five-year period ending June 30, 2019. 

Administrative Expenses as a Percentage of  
Covered Payroll (Dollars in 000’s) 

Year Ending 
June 30 Covered Payroll26 

Administrative 
Expenses27 Administrative % 

2015 $1,314,360 $18,984 1.44% 

2016 1,351,788 18,706 1.38 

2017 1,397,245 20,711 1.48 

2018 1,451,996 20,595 1.42 

2019 1,487,978 21,510 1.45 

Five-Year Average 1.43 

Current Assumption 1.25 

Proposed Assumption 1.40 

The average administrative expenses percentage over this five-year period is 1.43% of covered 
payroll. There was an increase in the average percentage during this five-year period as a result 
of the increase in the amount of administrative expenses as well as an increase in covered 
payroll that was less than expected by our wage increase assumption. Beginning with FYE 
2015, the City now bills LAFPP directly for their respective share of the LACERS pension 
contributions made on behalf of LAFPP staff. This expense will continue to be paid by the Plan 
in the future. We have taken this information into consideration in developing our assumption. 

We recommend that the administrative expense assumption be increased from 1.25% to 
1.40% of payroll. 

This expense will be allocated to the employer contribution rates for the Retirement and Health 
Plans in the amounts of 1.29% and 0.11%, respectively if paid biweekly. This breakdown is 
proportional to the expenses allocated to the Retirement and Health Plans in the five-year 
period ending June 30, 2019. 

26 Based on the budgeted payroll used to determine prepaid contributions. 
27 Administrative expenses shown were revised by LAFPP to remove any one-time costs that were not expected to 

continue.  
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IV. Demographic Assumptions 
A. Retirement Rates 
The age at which a member retires from service (i.e., who does not retire on a disability 
pension) will affect both the amount of the benefits that will be paid to that member as well as 
the period over which funding must take place. 

The retirement experience during the current three-year period indicated that there were fewer 
actual retirements than expected. 

Current retirement rate assumptions are a function of the member’s age and tier. During this 
experience study, we also analyzed recent years’ retirement experience both as a function of 
age and years of service. Our review concludes that the majority of LAFPP members are ‘career 
employees’ with few retirements happening at lower years of service. Therefore, we have 
proposed to keep the retirement rates as a function of the member’s age and tier only. The 
below table shows the actual retirements occurring during the experience study period of 
July 1, 2016 through June 30, 2019 broken down by years of service.  

Years of Service Actual Retirements 

Less than 25 171 

25 – 30 439 

30 & Over 414 

In this study, we have adjusted the retirement probabilities to reflect the current three-year 
experience, as well as prior experience as represented by the current retirement assumptions 
for Fire and Police members in Tiers 2 through 5. Even though there is no actual experience 
available for Tier 6, we are recommending adjustments to maintain consistency with the 
changes for Tiers 2 through 5, as the rates for Tier 6 were originally based on the rates for Tiers 
2 and 4 for ages below 55 and for Tiers 3 and 5 for ages above 55. 

For this experience study, consistent with prior practice, retirement experience for those 
members who retire after having participated in the DROP is combined with those members 
who have never participated in the DROP. This is based on the notion that DROP participants 
are considered active members until they leave DROP and begin receiving retirement benefits. 
However, at the date of retirement, there is an assumption that we apply to project the 
probability that a member has elected DROP before retirement, and if so, how many years the 
member has been in the DROP. 

The table on the following page shows the observed service retirement rates for Fire members 
based on the actual experience over the past three years. The observed service retirement 
rates were determined by comparing those members who actually retired from service to those 
eligible to retire from service. This same methodology is followed throughout this report and was 
described in Section II. Also shown are the current rates assumed and the rates we propose. 
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Fire 
 Rate of Retirement (%) 

 Fire Tiers 2 and 4 Fire Tiers 3 and 5 Fire Tier 6 

Age 
Current 

Rate 
Actual 
Rate 

Proposed 
Rate 

Current 
Rate 

Actual 
Rate 

Proposed 
Rate 

Current 
Rate 

Proposed 
Rate 

41 1.00 0.00 1.00 0.00 0.00 0.00 0.00 0.00 

42 1.00 0.00 1.00 0.00 0.00 0.00 0.00 0.00 

43 1.00 0.00 1.00 0.00 0.00 0.00 0.00 0.00 

44 1.00 0.00 1.00 0.00 0.00 0.00 0.00 0.00 

45 1.00 0.00 1.00 0.00 0.00 0.00 0.00 0.00 

46 1.00 0.00 1.00 0.00 0.00 0.00 0.00 0.00 

47 1.00 0.00 1.00 0.00 0.00 0.00 0.00 0.00 

48 2.00 0.00 2.00 0.00 0.00 0.00 0.00 0.00 

49 2.00 0.00 2.00 0.00 0.00 0.00 0.00 0.00 

50 3.00 20.00 3.00 2.00 0.63 1.00 3.00 2.00 

51 5.00 0.00 5.00 2.00 1.02 1.00 3.00 2.00 

52 8.00 50.00 8.00 2.00 0.42 1.00 4.00 2.00 

53 10.00 0.00 10.00 2.00 1.05 1.00 5.00 2.00 

54 20.00 0.00 20.00 7.00 3.85 6.00 5.00 5.00 

55 25.00 0.00 20.00 14.00 12.42 14.00 10.00 10.00 

56 25.00 0.00 20.00 16.00 10.68 15.00 12.00 12.00 

57 25.00 25.00 20.00 18.00 10.37 16.00 15.00 15.00 

58 25.00 0.00 20.00 25.00 13.49 20.00 18.00 18.00 

59 25.00 0.00 20.00 25.00 14.19 22.00 20.00 20.00 

60 25.00 0.00 25.00 30.00 24.07 25.00 25.00 25.00 

61 25.00 0.00 25.00 30.00 24.24 27.00 30.00 27.00 

62 25.00 0.00 25.00 35.00 23.68 33.00 30.00 30.00 

63 25.00 0.00 25.00 40.00 30.00 35.00 35.00 35.00 

64 30.00 0.00 30.00 40.00 36.84 40.00 40.00 40.00 

65 60.00 0.00 50.00 60.00 30.00 50.00 60.00 50.00 

66 60.00 33.33 50.00 60.00 20.00 50.00 60.00 50.00 

67 60.00 0.00 50.00 60.00 0.00 50.00 60.00 50.00 

68 60.00 0.00 50.00 60.00 66.67 50.00 60.00 50.00 

69 60.00 0.00 50.00 60.00 0.00 50.00 60.00 50.00 

70 100.00 0.00 100.00 100.00 0.00 100.00 100.00 100.00 

As shown above, we are recommending decreases in most of the retirement rates for 
Fire members. 
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Police 
 Rate of Retirement (%) 

 Police Tiers 2 and 4 Police Tiers 3 and 5 Police Tier 6 

Age 
Current 

Rate 
Actual 
Rate 

Proposed 
Rate 

Current 
Rate 

Actual 
Rate 

Proposed 
Rate 

Current 
Rate 

Proposed 
Rate 

41 10.00 0.00 10.00 0.00 0.00 0.00 0.00 0.00 

42 10.00 0.00 10.00 0.00 0.00 0.00 0.00 0.00 

43 10.00 0.00 10.00 0.00 0.00 0.00 0.00 0.00 

44 10.00 0.00 10.00 0.00 0.00 0.00 0.00 0.00 

45 10.00 9.09 10.00 0.00 0.00 0.00 0.00 0.00 

46 7.00 16.67 7.00 0.00 0.00 0.00 0.00 0.00 

47 7.00 7.69 7.00 0.00 0.00 0.00 0.00 0.00 

48 7.00 0.00 5.00 0.00 0.00 0.00 0.00 0.00 

49 7.00 4.17 5.00 0.00 0.00 0.00 0.00 0.00 

50 12.00 10.26 10.00 7.00 8.48 8.00 8.00 6.00 

51 12.00 6.25 10.00 5.00 3.89 4.00 10.00 5.00 

52 12.00 11.36 12.00 5.00 4.96 4.00 10.00 5.00 

53 20.00 16.67 20.00 5.00 4.56 5.00 15.00 5.00 

54 25.00 40.91 30.00 12.00 11.19 12.00 20.00 15.00 

55 30.00 50.00 35.00 20.00 21.25 20.00 20.00 20.00 

56 30.00 25.00 30.00 20.00 17.01 20.00 20.00 20.00 

57 30.00 25.00 30.00 20.00 18.08 20.00 20.00 20.00 

58 30.00 0.00 30.00 22.00 18.35 20.00 22.00 20.00 

59 30.00 40.00 30.00 22.00 18.58 20.00 22.00 20.00 

60 30.00 50.00 30.00 25.00 25.00 25.00 25.00 25.00 

61 30.00 33.33 30.00 25.00 25.23 25.00 25.00 25.00 

62 30.00 0.00 30.00 25.00 22.67 25.00 25.00 25.00 

63 30.00 0.00 30.00 25.00 26.23 25.00 25.00 25.00 

64 40.00 0.00 40.00 30.00 40.00 35.00 30.00 35.00 

65 60.00 0.00 50.00 60.00 50.00 50.00 60.00 50.00 

66 60.00 0.00 50.00 60.00 18.18 50.00 60.00 50.00 

67 60.00 0.00 50.00 60.00 33.33 50.00 60.00 50.00 

68 60.00 0.00 50.00 60.00 50.00 50.00 60.00 50.00 

69 60.00 0.00 50.00 60.00 0.00 50.00 60.00 50.00 

70 100.00 0.00 100.00 100.00 33.33 100.00 100.00 100.00 

As shown above, we are recommending decreases in most of the retirement rates for 
Police members, along with increases at some ages. 
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Charts 2 and 3 on page 30 compare actual experience with the current and proposed rates of 
retirement for Fire Tiers 2 and 4, and Fire Tiers 3 and 5, respectively. Charts 4 and 5 on page 
31 show the same information for Police Tiers 2 and 4, and Police Tiers 3 and 5, respectively.  

Chart 6 on page 32 compares the current and proposed rates of retirement for Fire Tier 6. Chart 
7 on page 32 shows the same information for Police Tier 6. 

Deferred Vested Members 
In prior valuations, deferred vested members were assumed to retire at age 50. The average 
age at retirement over the prior three years was 50.2 for all deferred vested members. (It is our 
understanding that the Pension Plan would pay retirement benefits retroactively to age 50.) 

We recommend maintaining the assumed retirement age at age 50 for deferred vested 
participants. 

DROP Elections 
DROP participants are considered active members until they leave the DROP and begin 
receiving retirement benefits.  

In prior valuations, of all members expected to retire with service retirement benefit, we 
assumed a 95% probability that members have elected DROP before retirement if they also 
satisfy the requirements for participating in the DROP for 5 years. The average participation rate 
over the prior three years was 94%. 

We recommend maintaining the DROP probability at 95%. 

In prior valuations, members were assumed to remain in DROP for 5 years. According to 
experience for the last three years, the average period of participation in DROP was 4 years 
and 3 months.  

We recommend maintaining the expected period of participation in DROP at 5 years. 

In the valuation, all events, such as commencement of participation in DROP and retirement 
after participating in DROP, are always assumed to happen on June 30th. For active members 
who have never signed up for DROP, we implement the 5 years of participation in DROP by 
assuming that those members enter DROP on June 30th of a certain valuation date and will 
retire on June 30th exactly 5 years after that valuation date.  

However, for active members who have already signed up for DROP, we have to approximate 
when they will retire as 5 years after the date of the DROP entry may not fall on a June 30th 
valuation date. In prior valuations, we have rounded the number of years of DROP participation 
to the nearest integer. For instance, a member who has already participated in DROP for 4.25 
years as of the date of the current valuation will be rounded to assume the member has only 
participated in DROP for 4.00 years. As that approach has a bias of slightly understating the 
cost (for the Pension Plan, it is about 0.2% of payroll), we recommend that starting with the next 
valuation, we round up the number of years those DROP members have already participated in 
the program. This means that the above sample DROP member will be assumed to have 
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already been in the DROP for 5 years and will therefore retire immediately as of the date of the 
valuation. 

Ordinance 185935 was adopted by the City Council and amended the Deferred Retirement 
Option Plan (DROP) provisions of the Plan. For members who enter the DROP on or after 
February 1, 2019 their participation in DROP will be suspended for any calendar month in which 
they do not spend at least 112 hours on active duty status, with eligibility to extend DROP 
participation for a maximum of 30 additional months.  

Based on information collected at the time that the Ordinance was adopted, we estimated that 
members will have DROP payments suspended for an average of 4.5 months due to the 
minimum hours per month needed for participation if they enter DROP on or after 
February 1, 2019.  

Since the Ordinance has been in effect for less than a year as of June 30, 2019, no 
credible data is available to analyze this assumption. Therefore, we recommend 
maintaining the assumption that DROP payments will be suspended for an average of 4.5 
months for members who enter DROP on or after February 1, 2019.  
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Survivor Continuance under Unmodified Option 
In prior valuations, it was assumed that 80% of all active and inactive male members and 55% 
of all active and inactive female members would be married or have an eligible domestic partner 
upon retirement. We reviewed experience for new retirees during the three-year period and 
determined the actual percentage of these new retirees that had an eligible spouse or eligible 
domestic partner at the time of retirement. The results of that analysis are shown below. 

New Retirees – Actual Percent with 
Eligible Spouse or Domestic Partner 

Year Ending 
June 30 Male Female 

2017 88% 63% 

2018 83% 63% 

2019 80% 49% 

Total 83% 59% 

Based on the above, we recommend increasing the percent married assumption from 
80% to 85% for male members and maintaining the percent married assumption at 55% 
for female members. 

Since the value of the survivor’s continuance benefit is dependent on the survivor’s age and 
sex, we must also have assumptions for the age and sex of the survivor. Based on the 
experience for members who retired during the current three-year period and studies done for 
other retirement systems, we recommend the following: 

1. Since almost all of the spouses are actually the opposite sex, we will continue to assume 
that for all active and inactive members, the survivor’s sex is the opposite of the 
member. 

2. The current and proposed assumptions for the age of the survivor for all active and 
inactive members are shown below. These assumptions will continue to be monitored in 
future experience studies. 

 Member’s Age as Compared to Spouse’s Age 

 Male Member Female Member 

Current Assumption 3 years older 2 years younger 

Actual LAFPP Experience 2.7 years older 1.9 years younger 

Proposed Assumption 3 years older 2 years younger 

As shown above, we recommend maintaining the age difference that male members are 3 
years older than their spouse, and the age difference that female members are 2 years 
younger than their spouse. 
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Chart 2: Retirement Rates 
Fire Tiers 2 and 4 

 

Chart 3: Retirement Rates 
Fire Tiers 3 and 5 
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Chart 4: Retirement Rates 
Police Tiers 2 and 4 

 

Chart 5: Retirement Rates 
Police Tiers 3 and 5 
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Chart 6: Retirement Rates 
Fire Tier 6 

 

Chart 7: Retirement Rates 
Police Tier 6 
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B. Termination Rates 
Termination rates include all terminations for reasons other than death, disability, or retirement.  
Consistent with plan benefit provisions which vary by Tier, in the valuation program members 
who would not be expected to be eligible to receive a deferred vested benefit28 are assumed to 
withdraw their contributions upon termination (except for Tier 4 members who are not eligible for 
a withdrawal). 

The current termination rate for members with five or more years of service is a function of the 
member's age. During this experience study, we considered termination based on age and 
years of service. Since the majority of LAFPP members are 'career employees' (80% of current 
active members entered LAFPP before age 30), the termination rates correlate well with ages 
for members with five or more years of service. Therefore, we recommend maintaining the 
termination rates as a function of member's age for those with five or more years of service.  

The termination experience over the last three years for Fire and Police members separated 
between those members with less than five years of service and those with five or more years of 
service is shown below. Please note that we have excluded any members that were eligible for 
retirement. 

Rates of Termination – Less than Five Years of Service 
 Rates of Termination (%) 

 Fire Police 

Years of 
Service 

Current 
Rate 

Observed 
Rate 

Proposed 
Rate 

Current 
Rate 

Observed 
Rate 

Proposed 
Rate 

Less than 1 8.00 5.48 7.00 9.00 7.82 8.50 

1 – 2 2.50 0.70 2.00 3.50 2.74 3.25 

2 – 3 1.50 0.63 1.00 3.00 3.43 3.25 

3 – 4 0.75 0.00 0.75 2.75 3.10 3.00 

4 – 5 0.50 0.00 0.50 2.00 2.04 2.00 

As shown above, we are recommending overall decreases to the assumed termination 
rates for both Fire and Police members with less than 5 years of service. 

28 Tiers 5 and 6 are eligible for a deferred retirement benefit after 20 years of service. Tier 3 is eligible for a deferred 
retirement benefit after 10 years of service. 
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Rates of Termination – Five or More Years of Service29 

 Rates of Termination (%) 

 Fire Police 

Age 
Current 

Rate 
Observed 

Rate 
Proposed 

Rate 
Current 

Rate 
Observed 

Rate 
Proposed 

Rate 

20 – 24 0.80 0.00 0.60 1.80 0.00 1.80 

25 – 29 0.80 0.00 0.60 1.80 1.74 1.80 

30 – 34 0.55 0.13 0.45 1.30 1.61 1.45 

35 – 39 0.30 0.21 0.25 0.85 0.89 0.85 

40 – 44 0.25 0.21 0.25 0.65 0.61 0.65 

45 – 49 0.05 0.15 0.10 0.55 0.53 0.55 

50 – 54 0.00 0.64 0.05 0.00 0.69 0.35 

55 – 59 0.00 0.00 0.00 0.00 1.21 0.35 

60 – 64 0.00 0.00 0.00 0.00 0.00 0.00 

As shown above, we are recommending overall decreases to the assumed termination 
rates for Fire members and overall increases for Police members with 5 or more years of 
service. 

It is important to note that not every service/age category has enough exposures and/or 
decrements such that the results in that category are statistically credible. This is mainly the 
case at the older age categories since most members in those categories are eligible to retire 
and so have been excluded from our review of this experience. It is also the case due to the 
limited overall experience regarding actual terminations. 

We will also continue to assume that termination rates are zero at any age where members are 
assumed to retire. In other words, at those ages, members will either retire in accordance with 
the retirement rate assumptions or continue working, rather than terminate and defer their 
benefit. 

Chart 8 compares actual to expected total terminations (withdrawals plus vested terminations) 
over the past three years for both the current and proposed assumptions for Fire members. 
Chart 9 shows the same information for Police members. 

Chart 10 shows the current and proposed termination rates for Fire members with less than five 
years of service. Chart 11 shows the same information for Police members. 

Chart 12 shows the current and proposed termination rates for Fire members with five or more 
years of service. Chart 13 shows the same information for Police members. 

29 No termination is assumed after a member is eligible for retirement. This includes all active members currently in 
Tier 2. Members in Tiers 3, 5 and 6 who are not eligible to receive a deferred vested retirement benefit are 
assumed to receive a refund of member contributions. 
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Chart 8: Actual Number of Terminations  
Compared to Expected – Fire 

 

Chart 9: Actual Number of Terminations  
Compared to Expected – Police 

 

31 34 32

97

26 24

12

62

27 30 27

84

0

10

20

30

40

50

60

70

80

90

100

2017 2018 2019 Total

Expected - Current Actual Expected - Proposed

124 133 140

397

132 138
117

387

124 132 139

396

0

50

100

150

200

250

300

350

400

450

2017 2018 2019 Total

Expected - Current Actual Expected - Proposed

35



Chart 10: Termination Rates – Fire 
Less Than Five Years of Service 

 

Chart 11: Termination Rates – Police 
Less Than Five Years of Service 
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Chart 12: Termination Rates – Fire 
Five or More Years of Service 

 

Chart 13: Termination Rates – Police 
Five or More Years of Service 
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C. Disability Incidence Rates 
When a member becomes disabled, he or she may be entitled to a service connected disability 
benefit or a non-service connected disability benefit. 

The following summarizes the actual incidence of combined service and non-service connected 
disabilities over the past three years compared to the current and proposed assumptions for 
combined service connected and non-service connected disability: 

Rates of Disability Incidence 
 Disability Incidence Rate (%) 

 Fire Police 

Age 
Current 

Rate 
Observed 

Rate 
Proposed 

Rate 
Current 

Rate 
Observed 

Rate 
Proposed 

Rate 

20 – 24 0.02 0.00 0.01 0.02 0.00 0.01 

25 – 29 0.02 0.00 0.01 0.03 0.00 0.03 

30 – 34 0.03 0.00 0.03 0.06 0.05 0.05 

35 – 39 0.08 0.00 0.08 0.09 0.05 0.09 

40 – 44 0.15 0.00 0.10 0.25 0.17 0.20 

45 – 49 0.20 0.00 0.15 0.30 0.05 0.25 

50 – 54 0.25 0.00 0.20 0.45 0.22 0.35 

55 – 59 1.00 0.00 1.00 0.90 0.00 0.50 

60 – 64 3.50 0.00 1.00 1.20 0.00 0.75 

65 – 69 0.00 0.00 0.00 0.00 0.00 0.00 

As shown above, we are recommending overall decreases to the assumed disability 
rates for both Fire and Police members. 

The current disability assumptions are only applied to members not eligible for the DROP. We 
still recommend that the disability rates continue to be applied only to members not eligible for 
the DROP, and the actual rates shown above are calculated consistent with that 
recommendation. We will monitor this aspect of the data in future studies. 

Chart 14 compares the actual number of disabilities for Fire members over the past three years 
to that expected under both the current and proposed assumptions. There were 0 actual 
disabilities in the current experience study period versus 1 actual disability in the last experience 
study period. 

Chart 15 shows the same information as Chart 14, but for Police members. There were 20 
actual disabilities in the current experience study period versus 34 actual disabilities in the last 
experience study period.  

Chart 16 shows the actual disability incidence rates, compared to the assumed and proposed 
rates for Fire members. Chart 17 shows the same information, but for Police members. 
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In prior valuations, it was assumed that 85% of all disabilities would be service connected 
disabilities. 

Since about 76% of disabled members received a service connected disability during the 
last three years, we recommend lowering the assumption to assume 80% of all 
disabilities will be service connected disabilities. 

Level of Disability Benefit 
The level of disability benefit (expressed as a percentage of Final Average Salary) is dependent 
on the severity of disability. For those members who started to receive a disability benefit during 
the last 3 years, we estimated the percentage of final average salary paid by dividing the 
disability benefit paid upon retirement by the approximate final average salary reported in the 
valuation data file immediately preceding the date of disability retirement. 

Based upon the recent experience, we recommend increasing the assumption for 
percentage of final average salary for non-service connected disabilities from 40% to 
45%. We recommend decreasing the assumption for service connected disabilities with 
20-30 years of service from 65% to 60%. 

Non-Service Connected Disabilities 

Years of Service 
Current Assumed 

Percentage 
Actual  

Percentage 
Proposed Assumed 

Percentage 

All 40% 44% 45% 

 
Service Connected Disabilities 

Years of Service 
Current Assumed 

Percentage 
Actual  

Percentage30 
Proposed Assumed 

Percentage 

Less than 20 55% 62% 55% 

20 – 30 65% 49% 60% 

More than 30 75% No Data 75% 

 

30 The corresponding actual percentages over the last six years of experience is 56% for less than 20 years of 
service and 58% for 20 – 30 years of service.  
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Chart 14: Actual Number of Disabilities  
Compared to Expected – Fire 

 

Chart 15: Actual Number of Disabilities  
Compared to Expected – Police
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Chart 16: Disability Incidence Rates 
Fire 

 

Chart 17: Disability Incidence Rates 
Police 
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V. Cost Impact 
We have estimated the impact of all the recommended demographic and economic 
assumptions as if they were applied to the June 30, 2019 actuarial valuation. 

Retirement Plan 
The table below shows the changes in the total normal cost and actuarial accrued liability for the 
Retirement Plan due to the proposed assumption changes, as if they were applied in the 
June 30, 2019 actuarial valuation. If all of the proposed assumption changes (both economic 
and demographic) were implemented, the total normal cost for the Retirement Plan would have 
increased by about $14.4 million and the actuarial accrued liability would have increased by 
about $111.2 million. The funded percentage would have decreased from 93.6% to 93.1%. 

 Change in Plan Liabilities as of June 30, 2019 

 
Current 

Assumptions 
Proposed 

Assumptions 
Increase / 
(Decrease) 

Total Normal Cost $460,138,588 $474,516,047 $14,377,459 

Actuarial Accrued Liability $22,474,125,408 $22,585,338,666 $111,213,258 

If all of the proposed assumption changes (both economic and demographic) were 
implemented, the aggregate beginning-of-the-year employer contribution rate would have 
increased by 1.48% of payroll. The results include an increase in the administrative expense 
load allocated to the Retirement Plan from 1.16% to 1.29% (i.e., an increase of 0.13%) if paid 
biweekly. The increase is also 0.13% if paid at the beginning of the year. 

Employer Contribution Rate Impact  
(% of Payroll at Beginning of the Year) 

Contributions City 
Harbor Port 

Police Airport Police Total 

Normal Cost 0.89% 0.81% 0.48% 0.88% 

UAAL 0.46% 0.60% 0.04% 0.47% 

Administrative Expenses 0.13% 0.13% 0.13% 0.13% 

Total 1.48% 1.54% 0.65% 1.48% 

Health Plan 
The table below shows the changes in the total normal cost and actuarial accrued liability for the 
Health Plan due to the proposed assumption changes, as if they were applied in the 
June 30, 2019 actuarial valuation. If all of the proposed assumption changes (both economic 
and demographic) were implemented, the total normal cost for the Health Plan would have 
increased by about $4.6 million and the actuarial accrued liability would have increased by 
about $125.2 million. The funded percentage would have decreased 56.2%% to 54.3%. 
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 Change in Plan Liabilities as of June 30, 2019 

 
Current 

Assumptions 
Proposed 

Assumptions 
Increase / 
(Decrease) 

Total Normal Cost $77,036,694 $81,667,183 $4,630,489 

Actuarial Accrued Liability $3,590,022,768 $3,715,216,639 $125,193,871 

If all of the proposed assumption changes (both economic and demographic) were 
implemented, the aggregate beginning-of-the-year employer contribution rate would have 
increased by 0.85% of payroll. The results include an increase in the administrative expense 
load allocated to the Health Plan from 0.09% to 0.11% (i.e., an increase of 0.02%) if paid 
biweekly. The increase is also 0.02% if paid at the beginning of the year. 

Employer Contribution Rate Impact  
(% of Payroll at Beginning of the Year) 

Contributions City 
Harbor Port 

Police Airport Police Total 

Normal Cost 0.29% 0.29% 0.25% 0.29% 

UAAL 0.55% 0.28% 0.00% 0.54% 

Administrative Expenses 0.02% 0.02% 0.02% 0.02% 

Total 0.86% 0.59% 0.27% 0.85% 

 

43



Appendix A: Current Actuarial 
Assumptions 
Economic Assumptions 

Net Investment Return 7.25%; net of investment expenses. 
Expected investment expenses represent about 0.40% of the 
Actuarial Value of Assets. 

Administrative Expenses: Out of the total 1.25% of payroll in assumed administrative 
expenses, 1.16% of payroll payable biweekly is allocated to the 
Retirement Plan. This is equal to 1.12% of payroll payable at 
beginning of the year. 

Member Contribution and 
Matching Account Crediting 
Rate: 

4.00% 

Consumer Price Index: Increase of 3.00% per year. An annual 3% cost-of-living adjustment 
is assumed in valuing the benefits for Tiers 1 through 6.  

Payroll Growth: Inflation of 3.00% per year plus “across the board” real salary 
increases of 0.50% per year, used to amortize the Unfunded 
Actuarial Accrued Liability as a level percentage of payroll. 

Increase in Internal Revenue 
Code Section 401(a)(17) 
Compensation Limit 

Increase of 3.00% per year from the valuation date. 
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Salary Increases 
The annual rate of compensation increase includes: inflation at 3.00%, plus “across the board” 
salary increases of 0.50% per year, plus the following merit and promotion increases: 

Merit and Promotion Increases 

Years of Service Rate (%) 

Less than 1 8.50 

1 – 2 7.50 

2 – 3 6.00 

3 – 4 5.50 

4 – 5 4.00 

5 – 6 2.75 

6 – 7 2.50 

7 – 8 2.00 

8 – 9 1.75 

9 – 10 1.75 

10 – 11 1.25 

11 – 12 1.00 

12 – 13 1.00 

13 – 14 1.00 

14 – 15 1.00 

15 & Over 0.80 

Increases are assumed to occur beginning of the year for future salary increases. 
We annualized bi-weekly pay (by multiplying by 365 and dividing by 14), supplied by LAFPP. 

Demographic Assumptions 

Mortality Rates – Healthy 

• Pub-2010 Safety Healthy Retiree Amount-Weighted Above-Median Mortality Table 
multiplied by 105% for males and 100% for females, projected generationally with the two-
dimensional mortality improvement scale MP-2019. 
The Pub-2010 Healthy Retiree Amount-Weighted Above-Median Mortality Tables only have rates for ages 45 and later for the 
Safety table. To develop the post-retirement mortality rates for ages 36 through 44 for Safety members, we have smoothed the 
difference between the rates at age 35 from the Pub-2010 Safety Employee Amount-Weighted Above-Median Mortality Tables 
and the rates at age 45 from the Pub-2010 Safety Healthy Retiree Amount-Weighted Above-Median Mortality tables. To 
develop the post-retirement mortality rates before age 36 for the Safety table, we have used the Pub-2010 Safety Employee 
Amount-Weighted Above-Median Mortality Tables rates. This methodology for developing an extended annuitant mortality 
table is similar to the method used by the IRS to develop the base mortality table for determining minimum funding standards 
for single-employer defined benefit pension plans under Section 430. While Section 430 is not applicable to LAFPP, we believe 
this is a reasonable method for developing annuitant mortality rates at earlier ages. 
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Mortality Rates – Disabled 

• Pub-2010 Safety Disabled Retiree Amount-Weighted Mortality Table projected 
generationally with the two-dimensional mortality improvement scale MP-2019. 

Mortality Rates – Beneficiary 

• Pub-2010 General Healthy Retiree Amount-Weighted Above-Median Mortality Table 
multiplied by 105%, projected generationally with the two-dimensional mortality improvement 
scale MP-2019. 
The Pub-2010 Healthy Retiree Amount-Weighted Above-Median Mortality Tables only have rates for ages 50 and later for the 
General table. To develop the post-retirement mortality rates for ages 41 through 49 for beneficiaries, we have smoothed the 
difference between the rates at age 40 from the Pub-2010 General Employee Amount-Weighted Above-Median Mortality 
Tables and the rates at age 50 from the Pub-2010 General Healthy Retiree Amount-Weighted Above-Median Mortality tables. 
To develop the post-retirement mortality rates before age 41 for the beneficiaries, we have used the Pub-2010 General 
Employee Amount-Weighted Above-Median Mortality Tables rates. This methodology for developing an extended annuitant 
mortality table is similar to the method used by the IRS to develop the base mortality table for determining minimum funding 
standards for single-employer defined benefit pension plans under Section 430. While Section 430 is not applicable to LAFPP, 
we believe this is a reasonable method for developing annuitant mortality rates at earlier ages. 

The Pub-2010 mortality tables and adjustments as shown above reasonably reflect the mortality 
experience as of the measurement date. These mortality tables were adjusted to future years 
using the generational projection to reflect future mortality improvement between the 
measurement date and those years. 

Mortality Rates – Pre-Retirement 
• Pub-2010 Safety Employee Amount-Weighted Above-Median Mortality Table, projected 

generationally with the two-dimensional mortality improvement scale MP-2019. 

 Rate (%) 

Age Male Female 

20 0.04 0.02 

25 0.03 0.02 

30 0.04 0.02 

35 0.04 0.03 

40 0.05 0.04 

45 0.07 0.06 

50 0.10 0.08 

55 0.15 0.11 

60 0.23 0.15 

Generational projections beyond the base year (2010) are not reflected in the above mortality rates. 

All pre-retirement deaths are assumed to be service connected. 
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Disability Incidence Rates 

Rate (%) 

Age Fire Police 

25 0.02 0.03 

30 0.03 0.05 

35 0.06 0.08 

40 0.12 0.19 

45 0.18 0.28 

50 0.23 0.39 

55 0.70 0.72 

60 2.50 1.08 

65 1.40 0.48 

85% of disabilities are assumed to be service connected disabilities. The other 15% are 
assumed to be non-service connected disabilities. 

Disability rates are not applied to members eligible to enter the DROP. 
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Termination Rates – Less than Five Years of Service 

 Rate (%) 

Years of Service Fire Police 

Less than 1 8.00 9.00 

1 – 2 2.50 3.50 

2 – 3 1.50 3.00 

3 – 4 0.75 2.75 

4 – 5 0.50 2.00 

Termination Rates – Five or More Years of Service 
 Rate (%) 

Age Fire Police 

20 0.80 1.80 

25 0.80 1.80 

30 0.65 1.50 

35 0.40 1.03 

40 0.27 0.73 

45 0.13 0.59 

50 0.02 0.22 

55 0.00 0.00 

60 0.00 0.00 

No termination is assumed after a member is eligible for retirement. This includes all active 
members currently in Tier 2. Members in Tiers 3, 5 and 6 who are not eligible to receive a 
deferred vested retirement benefit are assumed to receive refund of member contributions. 
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Retirement Rates 

 Rate (%) 
 Fire Police 

Age Tiers 2 & 4 Tiers 3 & 5 Tier 6 Tiers 2 & 4 Tiers 3 & 5 Tier 6 

41 1.00 0.00 0.00 10.00 0.00 0.00 

42 1.00 0.00 0.00 10.00 0.00 0.00 

43 1.00 0.00 0.00 10.00 0.00 0.00 

44 1.00 0.00 0.00 10.00 0.00 0.00 

45 1.00 0.00 0.00 10.00 0.00 0.00 

46 1.00 0.00 0.00 7.00 0.00 0.00 

47 1.00 0.00 0.00 7.00 0.00 0.00 

48 2.00 0.00 0.00 7.00 0.00 0.00 

49 2.00 0.00 0.00 7.00 0.00 0.00 

50 3.00 2.00 3.00 12.00 7.00 8.00 

51 5.00 2.00 3.00 12.00 5.00 10.00 

52 8.00 2.00 4.00 12.00 5.00 10.00 

53 10.00 2.00 5.00 20.00 5.00 15.00 

54 20.00 7.00 5.00 25.00 12.00 20.00 

55 25.00 14.00 10.00 30.00 20.00 20.00 

56 25.00 16.00 12.00 30.00 20.00 20.00 

57 25.00 18.00 15.00 30.00 20.00 20.00 

58 25.00 25.00 18.00 30.00 22.00 22.00 

59 25.00 25.00 20.00 30.00 22.00 22.00 

60 25.00 30.00 25.00 30.00 25.00 25.00 

61 25.00 30.00 30.00 30.00 25.00 25.00 

62 25.00 35.00 30.00 30.00 25.00 25.00 

63 25.00 40.00 35.00 30.00 25.00 25.00 

64 30.00 40.00 40.00 40.00 30.00 30.00 

65 60.00 60.00 60.00 60.00 60.00 60.00 

66 60.00 60.00 60.00 60.00 60.00 60.00 

67 60.00 60.00 60.00 60.00 60.00 60.00 

68 60.00 60.00 60.00 60.00 60.00 60.00 

69 60.00 60.00 60.00 60.00 60.00 60.00 

70 & 
Over 100.00 100.00 100.00 100.00 100.00 100.00 
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DROP Program DROP participants are considered active members until they leave 
DROP and begin receiving retirement benefits. Members are 
assumed to remain in the DROP for 5 years and will have DROP 
payments suspended for an average of 4.5 months due to the 
minimum hours per month needed for participation if they enter 
DROP on or after February 1, 2019.  
For active members who are not in the DROP as of the valuation 
date and are expected to retire with a service retirement benefit, we 
assume 95% will have elected DROP prior to retirement if they will 
have also satisfied the requirements for participating in the DROP 
for 5 years (starting on or after the valuation date). 

Retirement Age for Deferred 
Vested Members 

50 

Benefit for Inactive Non-
Vested Members 

Immediate refund of member contributions.  

Future Benefit Accruals 1.0 year of service per year. 

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

Form of Payment All active and inactive members are assumed to elect the 
unmodified option at retirement. 

Percent Married For all active and inactive members, 80% of male members and 
55% of female members are assumed to be married at pre-
retirement death or retirement. 

Age and Gender of Spouse For all active and inactive members, male members are assumed to 
have a female spouse who is 3 years younger than the member and 
female members are assumed to have a male spouse who is 2 
years older than the member. 

Service Connected Disability 
Benefits 

 Years of Service Benefit 
 Less than 20  55% of Final Average Salary 
 20 - 30  65% of Final Average Salary 
 More than 30  75% of Final Average Salary 

Non-Service Connected 
Disability Benefits 

40% of Final Average Salary. 
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Appendix B: Proposed Actuarial 
Assumptions 
Economic Assumptions 

Net Investment Return 7.00%; net of investment expenses. 
Expected investment expenses represent about 0.40% of the 
Actuarial Value of Assets. 

Administrative Expenses: Out of the total 1.40% of payroll in assumed administrative 
expenses, 1.29% of payroll payable biweekly is allocated to the 
Retirement Plan. This is equal to 1.25% of payroll payable at 
beginning of the year. 

Member Contribution and 
Matching Account Crediting 
Rate: 

3.00% 

Consumer Price Index: Increase of 2.75% per year. An annual 2.75% cost-of-living 
adjustment is assumed in valuing the benefits for Tiers 1 through 6.  

Payroll Growth: Inflation of 2.75% per year plus “across the board” real salary 
increases of 0.50% per year, used to amortize the Unfunded 
Actuarial Accrued Liability as a level percentage of payroll. 

Increase in Internal Revenue 
Code Section 401(a)(17) 
Compensation Limit 

Increase of 2.75% per year from the valuation date. 
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Salary Increases 
The annual rate of compensation increase includes: inflation at 2.75%, plus “across the board” 
salary increases of 0.50% per year, plus the following merit and promotion increases: 

Merit and Promotion Increases 

Years of Service Rate (%) 

Less than 1 9.00 

1 – 2 7.50 

2 – 3 6.50 

3 – 4 5.50 

4 – 5 4.00 

5 – 6 2.60 

6 – 7 2.20 

7 – 8 2.00 

8 – 9 2.00 

9 – 10 2.00 

10 – 11 1.90 

11 – 12 1.80 

12 – 13 1.70 

13 – 14 1.60 

14 – 15 1.50 

15 – 16 1.40 

16 – 17 1.30 

17 – 18 1.20 

18 – 19 1.20 

19 – 20 1.10 

20 – 21 1.00 

21 – 22 1.00 

22 – 23 1.00 

23 – 24 1.00 

24 – 25 1.00 

25 & Over 0.90 

Increases are assumed to occur beginning of the year for future salary increases. 
We annualized bi-weekly pay (by multiplying by 365 and dividing by 14), supplied by LAFPP. 
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Demographic Assumptions 

Mortality Rates – Healthy 

• Pub-2010 Safety Healthy Retiree Amount-Weighted Above-Median Mortality Table 
multiplied by 105% for males and 100% for females, projected generationally with the two-
dimensional mortality improvement scale MP-2019. 
The Pub-2010 Healthy Retiree Amount-Weighted Above-Median Mortality Tables only have rates for ages 45 and later for the 
Safety table. To develop the post-retirement mortality rates for ages 36 through 44 for Safety members, we have smoothed the 
difference between the rates at age 35 from the Pub-2010 Safety Employee Amount-Weighted Above-Median Mortality Tables 
and the rates at age 45 from the Pub-2010 Safety Healthy Retiree Amount-Weighted Above-Median Mortality tables. To 
develop the post-retirement mortality rates before age 36 for the Safety table, we have used the Pub-2010 Safety Employee 
Amount-Weighted Above-Median Mortality Tables rates. This methodology for developing an extended annuitant mortality 
table is similar to the method used by the IRS to develop the base mortality table for determining minimum funding standards 
for single-employer defined benefit pension plans under Section 430. While Section 430 is not applicable to LAFPP, we believe 
this is a reasonable method for developing annuitant mortality rates at earlier ages. 

Mortality Rates – Disabled 

• Pub-2010 Safety Disabled Retiree Amount-Weighted Mortality Table projected 
generationally with the two-dimensional mortality improvement scale MP-2019. 

Mortality Rates – Beneficiary 

• Pub-2010 General Healthy Retiree Amount-Weighted Above-Median Mortality Table 
multiplied by 105%, projected generationally with the two-dimensional mortality improvement 
scale MP-2019. 
The Pub-2010 Healthy Retiree Amount-Weighted Above-Median Mortality Tables only have rates for ages 50 and later for the 
General table. To develop the post-retirement mortality rates for ages 41 through 49 for beneficiaries, we have smoothed the 
difference between the rates at age 40 from the Pub-2010 General Employee Amount-Weighted Above-Median Mortality 
Tables and the rates at age 50 from the Pub-2010 General Healthy Retiree Amount-Weighted Above-Median Mortality tables. 
To develop the post-retirement mortality rates before age 41 for the beneficiaries, we have used the Pub-2010 General 
Employee Amount-Weighted Above-Median Mortality Tables rates. This methodology for developing an extended annuitant 
mortality table is similar to the method used by the IRS to develop the base mortality table for determining minimum funding 
standards for single-employer defined benefit pension plans under Section 430. While Section 430 is not applicable to LAFPP, 
we believe this is a reasonable method for developing annuitant mortality rates at earlier ages. 

The Pub-2010 mortality tables and adjustments as shown above reasonably reflect the mortality 
experience as of the measurement date. These mortality tables were adjusted to future years 
using the generational projection to reflect future mortality improvement between the 
measurement date and those years. 
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Mortality Rates – Pre-Retirement 
• Pub-2010 Safety Employee Amount-Weighted Above-Median Mortality Table, projected 

generationally with the two-dimensional mortality improvement scale MP-2019. 

 Rate (%) 

Age Male Female 

20 0.04 0.02 

25 0.03 0.02 

30 0.04 0.02 

35 0.04 0.03 

40 0.05 0.04 

45 0.07 0.06 

50 0.10 0.08 

55 0.15 0.11 

60 0.23 0.15 

Generational projections beyond the base year (2010) are not reflected in the above mortality rates. 

All pre-retirement deaths are assumed to be service connected. 

Disability Incidence Rates 
Rate (%) 

Age Fire Police 

25 0.01 0.02 

30 0.02 0.04 

35 0.06 0.07 

40 0.09 0.16 

45 0.13 0.23 

50 0.18 0.31 

55 0.68 0.44 

60 1.00 0.65 

65 0.40 0.30 

70 0.00 0.00 

80% of disabilities are assumed to be service connected disabilities. The other 20% are 
assumed to be non-service connected disabilities. 

Disability rates are not applied to members eligible to enter the DROP. 
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Termination Rates – Less than Five Years of Service 

 Rate (%) 

Years of Service Fire Police 

Less than 1 7.00 8.50 

1 – 2 2.00 3.25 

2 – 3 1.00 3.25 

3 – 4 0.75 3.00 

4 – 5 0.50 2.00 

Termination Rates – Five or More Years of Service 
 Rate (%) 

Age Fire Police 

20 0.60 1.80 

25 0.60 1.80 

30 0.51 1.59 

35 0.33 1.09 

40 0.25 0.73 

45 0.16 0.59 

50 0.07 0.43 

55 0.02 0.35 

60 0.00 0.14 

No termination is assumed after a member is eligible for retirement. This includes all active 
members currently in Tier 2. Members in Tiers 3, 5 and 6 who are not eligible to receive a 
deferred vested retirement benefit are assumed to receive refund of member contributions. 

55



Retirement Rates 

 Rate (%) 
 Fire Police 

Age Tiers 2 & 4 Tiers 3 & 5 Tier 6 Tiers 2 & 4 Tiers 3 & 5 Tier 6 

41 1.00 0.00 0.00 10.00 0.00 0.00 

42 1.00 0.00 0.00 10.00 0.00 0.00 

43 1.00 0.00 0.00 10.00 0.00 0.00 

44 1.00 0.00 0.00 10.00 0.00 0.00 

45 1.00 0.00 0.00 10.00 0.00 0.00 

46 1.00 0.00 0.00 7.00 0.00 0.00 

47 1.00 0.00 0.00 7.00 0.00 0.00 

48 2.00 0.00 0.00 5.00 0.00 0.00 

49 2.00 0.00 0.00 5.00 0.00 0.00 

50 3.00 1.00 2.00 10.00 8.00 6.00 

51 5.00 1.00 2.00 10.00 4.00 5.00 

52 8.00 1.00 2.00 12.00 4.00 5.00 

53 10.00 1.00 2.00 20.00 5.00 5.00 

54 20.00 6.00 5.00 30.00 12.00 15.00 

55 20.00 14.00 10.00 35.00 20.00 20.00 

56 20.00 15.00 12.00 30.00 20.00 20.00 

57 20.00 16.00 15.00 30.00 20.00 20.00 

58 20.00 20.00 18.00 30.00 20.00 20.00 

59 20.00 22.00 20.00 30.00 20.00 20.00 

60 25.00 25.00 25.00 30.00 25.00 25.00 

61 25.00 27.00 27.00 30.00 25.00 25.00 

62 25.00 33.00 30.00 30.00 25.00 25.00 

63 25.00 35.00 35.00 30.00 25.00 25.00 

64 30.00 40.00 40.00 40.00 35.00 35.00 

65 50.00 50.00 50.00 50.00 50.00 50.00 

66 50.00 50.00 50.00 50.00 50.00 50.00 

67 50.00 50.00 50.00 50.00 50.00 50.00 

68 50.00 50.00 50.00 50.00 50.00 50.00 

69 50.00 50.00 50.00 50.00 50.00 50.00 

70 & 
Over 100.00 100.00 100.00 100.00 100.00 100.00 
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DROP Program DROP participants are considered active members until they leave 
DROP and begin receiving retirement benefits. Members are 
assumed to remain in the DROP for 5 years and will have DROP 
payments suspended for an average of 4.5 months due to the 
minimum hours per month needed for participation if they enter 
DROP on or after February 1, 2019.  
For active members who are not in the DROP as of the valuation 
date and are expected to retire with a service retirement benefit, we 
assume 95% will have elected DROP prior to retirement if they will 
have also satisfied the requirements for participating in the DROP 
for 5 years (starting on or after the valuation date). 

Retirement Age for Deferred 
Vested Members 

50 

Benefit for Inactive Non-
Vested Members 

Immediate refund of member contributions.  

Future Benefit Accruals 1.0 year of service per year. 

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

Form of Payment All active and inactive members are assumed to elect the 
unmodified option at retirement. 

Percent Married For all active and inactive members, 85% of male members and 
55% of female members are assumed to be married at pre-
retirement death or retirement. 

Age and Gender of Spouse For all active and inactive members, male members are assumed to 
have a female spouse who is 3 years younger than the member and 
female members are assumed to have a male spouse who is 2 
years older than the member. 

Service Connected Disability 
Benefits 

 Years of Service Benefit 
 Less than 20  55% of Final Average Salary 
 20 - 30  60% of Final Average Salary 
 More than 30  75% of Final Average Salary 

Non-Service Connected 
Disability Benefits 

45% of Final Average Salary. 
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DEPARTMENT OF FIRE AND POLICE PENSIONS 
701 E. 3rd Street, Suite 200 

Los Angeles, CA 90013 

(213) 279-3000 
 

 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 

DATE: MAY 21, 2020 ITEM:  B.3   
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: VOLUNTARY ADDITIONAL CONTRIBUTIONS FOR RETIREE HEALTH  

 
THIS REPORT IS PROVIDED FOR INFORMATIONAL PURPOSES ONLY. 
 
BACKGROUND  
 
At its meeting on February 6, 2020, the Board considered a report regarding a group of ten members 
whose Voluntary Additional (“2% Opt-in”) Contributions for Retiree Health were never initiated 
following the 45-day opt-in period in 2011.  Commissioners discussed the provisions of the Letters 
of Agreement between the City and sworn labor unions concerning the 2% opt-in contributions, the 
applicability of the freeze to the Medicare subsidy, and requested staff to provide additional 
information on this topic.  
 
DISCUSSION 
 
The following timeline provides a high-level summary of the events and actions which led to the 
adoption of the health subsidy freeze ordinance and subsequent 2% opt-in provisions contained in 
the City of Los Angeles Administrative Code (“LAAC”) (see Council File 10-1868-S1 for details): 
  

1. On May 24, 2011, the City Attorney submitted a report and Ordinance to the Council to freeze 
the non-Medicare health subsidy for LAFPP members who retire or enter DROP on or after 
July 1, 2011. The City Attorney approved the Ordinance as to form and legality. 

2. On May 26, 2011, the City Attorney submitted a revised Ordinance to the Council that would 
also freeze the Medicare health subsidy for members and qualified survivors, in addition to 
revising the DROP entry date to May 27, 2011. (Attachment 1) The City Attorney did not 
approve the Ordinance as to form and legality.  

3. On June 14, 2011, the City Attorney presented a substitute Ordinance to Council to freeze 
the Medicare and non-Medicare health subsidies for LAFPP members who retire or enter 
DROP on or after July 15, 2011, and who opt not to make a contribution of 2% for vesting 
increases in the subsidy. This Ordinance was also not approved as to form and legality by 
the City Attorney.  

4. On June 14, 2011, the Council adopted the first reading of the substitute Ordinance 
referenced directly above.  

5. On July 15, 2011, the Council adopted the Ordinance submitted on June 14, 2011 
(Attachment 2).  

6. On July 25, 2011, the Mayor concurred with the July 15, 2011 Council action.  
7. On August 16, 2011, the City Attorney submitted a report and Ordinance to the Council to 

make technical amendments to the new subsidy freeze section of the LAAC and to allow 
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members whose employee unions have entered into an agreement with the City to provide 
for the election specified therein to irrevocably elect to make voluntary additional 
contributions at the rate of two percent (2%) of base salary in order to support the City's 
ability to fund retiree health benefits in exchange for the vesting of the maximum amount of 
annual increases in subsidies or reimbursements for retiree health benefits. 

8. On August 18, 2011, the City Attorney submitted a revised Ordinance to the Council that 
would also allow the Police and Fire Chiefs (who are not represented by an employee union) 
to make a 2% opt-in election. 

9. On August 19, 2011, the Council adopted the first reading of the revised 2% opt-in Ordinance 
referenced directly above. 

10. On September 27, 2011, the Council adopted the 2% opt-in Ordinance submitted on August 
18, 2011. (Attachment 3) 

11. On October 5, 2011, the Mayor concurred with the September 27, 2011 Council action. 
 
Ordinance No. 181893, adopted by City Council on September 27, 2011, provided that members 
could make an irrevocable election to contribute 2% of their base pay towards vesting increases in 
the maximum medical subsidies, as allowed by Letters of Agreement (LOA’s) between the City and 
sworn labor unions. The LOA’s between the City and the various unions were signed between June 
30, 2011 and August 15, 2011. (Attachment 4) All of the LOA’s included language that states, “on 
June 14, 2011, the City Council approved an Ordinance amending Chapter 11.5 of Division 4 of the 
LAAC to freeze the maximum monthly medical plan premium subsidies…”  It is important to note 
that the ordinance referenced in the LOA’s is the substitute ordinance that was previously revised 
by the City Attorney on May 26, 2011, pursuant to direction from the City’s Executive Employee 
Relations Committee (EERC) to specifically freeze the Medicare subsidy in addition to the non-
Medicare subsidy (see page 2 of Attachment 1). 

Beginning August 15, 2011, active members had a 45-day period to "opt-in" and voluntarily 
contribute 2% of their regular bi-weekly base pay on a post-tax basis (the election period ended on 
September 29, 2011). The 2% deductions were retroactive to August 15, 2011.  Over 8,560 
members elected to opt-in and pay the additional contributions, while more than 3,400 members did 
not make the election.  LAFPP staff coordinated various outreach meetings and written materials 
with the unions in order to ensure members understood the opt-in election and freeze ordinance 
provisions.  These efforts included informational seminars, bulletins, website postings, and 
frequently asked questions.  Attachment 5 provides a sample posting from the LAFPP website, 
dated July 27, 2011, regarding the freezing of both the non-Medicare and Medicare health subsidies 
and the LOA provisions. 

 
BUDGET 
 
No impact as recommended. 
 
POLICY  
 
No policy changes as recommended. 
 
CONTRACTOR DISCLOSURE INFORMATION 
 
There is no contractor disclosure information required with this report.  
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This report was prepared by:  
 
Joseph Salazar, CEBS 
Assistant General Manager 
Pensions Division 
 
RPC:JS 
 
Attachments:   1:  Revised ordinance submitted by City Attorney’s Office on May 26, 2011 
       2: Ordinance 181814 – Health Subsidy Freeze (adopted July 15, 2011) 
       3: Ordinance 181893 – 2% Opt-in (adopted September 27, 2011) 
       4: Letters of Agreement between City and employee unions 
       5: LAFPP Website Posting, July 27, 2011 

 
 
 
 
 

 
 

 
 
 



City Hall East 
200 N. Main Street 
Room 800 
Los Angeles, CA 90012 

CARMEN A. TRUTANICH 
City Attorney 

REPORT RE: 

(213) 978-8100 Tel 
(213) 978-8312 Fax 

CTrutanich@lacity.org 
www.lacity.org/atty 

REPORT NO. . R 1 l ~ 0 2 0 l 
MAY 2 6 2011 

AN ORDINANCE AMENDING CHAPTER 11.5 OF DIVISION 4 OF THE LOS 
ANGELES ADMINISTRATIVE CODE TO FREEZE THE MAXIMUM MONTHLY 

MEDICAL PLAN PREMIUM SUBSIDIES AND MEDICAL PLAN PREMIUM 
REIMBURSEMENTS AT THE AMOUNTS IN EFFECT FOR EMPLOYEES RETIRING 

ON OR AFTER JULY 1, 2011, OR ENTERING DROP 

The Honorable City Council 
of the City of Los Angeles 

Room 395, City Hall 
200 North Spring Street 

ON OR AFTER MAY 27,2011 

Los Angeles, California 90012 

Honorable Members: 

Pursuant to the request of the Executive Employee Relations Committee 
(EERC), as communicated to us by the City Administrative Officer, this Office has 
prepared and now transmits for your consideration the enclosed revised draft 
ordinance. 

On May 24, 2011, this Office transmitted an ordinance to your Honorable Body, 
approved as to form and legality, to amend the Los Angeles Administrative Code 
(LAAC) to freeze the maximum monthly medical plan premium subsidy of $1,097.41 
underLAAC Sections4.1154 (e), 4.1161 (b), and 4.1163 (e) for members of the Los 
Angeles City Fire and Police Pension Plan (LAFPP) who retired or enrolled in the 
Deferred Retirement Option Plan (DROP), pursuant to Chapter 21 of Division 4 of the 
Los Angeles Administrative Code on or after July 1, 2011. At its meeting on that same 
day, the EERC· (1) direcle_dJhaLtbis_Qffj.c_e_Le_vjse_tb.sLdraft ordinance free~n_gjb_e,__ _____ _ 
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The Honorable City Council 
of the City of Los Angeles 

Page2 

medical plan premium reimbursement amounts for LAFPP members who retire on or 
after July 1, 2011, and their surviving spouses and domestic partners, including those 
65 and older who are enrolled in Medicare Parts A and B, in addition to freezing the 
medical plan premium subsidy for non-Medicare eligible members as provided for in the 
original ordinance, and (2) directed also that the freeze be applied to those members 
who enroll for the DROP Program on or after May 27, 2011, the anticipated date of first 
reading of the draft ordinance. The freeze is accomplished by: (a) limiting the ability of 
the LAFPP Board to increase the medical plan premium subsidy paid to retired 
members and their survivors for members entering the DROP on or after May 27, 2011, 
and to those retiring on or after July 1, 2011; (b) freezing the premium amounts paid to 
medical plan carriers on behalf of retired members and their survivors for members 
entering (DROP) on or after May 27, 2011; and (c) freezing the premium amounts paid 
to medical plan carriers on behalf of retired members and their survivors for members 
retiring on or after July 1, 2011. Currently, the LAFPP Board possesses the discretion 
to increase within prescribed limitations the subsidy for all retired members, regardless 
of the member's retirement date or DROP entry date, and the amounts paid to medical 
plan carriers on behalf of retired members and their survivors are tied to actual premium 
amounts. 

The ordinance has not been approved as to form and legality for the reasons 
di.scussed in our confidential memorandum transmitted to the EERC 
contemporaneously with this report. 

Charter Section 1618(b) requires approval of the proposed ordinance by not less 
than two-thirds of the membership of the Council, subject to the veto of the Mayor and 
override by the Council by a three-fourths vote. The final adoption of the ordinance can 
only take place after a public hearing has been held and after at least 30 days following 
its first presentation to the Council. Pursuant to Charter Section 252 (i), the ordinance is 
effective upon publication. Additionally, because this ordinance modifies retirement 
benefits, Government Code Section 7507 requires that an actuary who is an associate 
or fellow of the Society of Actuaries provide a statement as to the impact of the change 
on future costs and that the statement be made public at a public meeting at least two 
weeks prior to the adoption of the ordinance. 

A copy of the draft ordinance was sent pursuant to Council Rule 38 to the Los 
Angeles City Fire and Police Pension Plan and to the Office of the City Administrative 
Officer with a request that they provide any comments they may have directly to your 
Honorable Body when this matter is considered. 
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The Honorable City Council 
of the City of Los Angeles 

Page 3 

If you have any questions regarding this matter, please contact Sr. Assistant City 
Attorney Theresa Stamus at (213) 978-4400. She or another member of this Office will 
be present when you consider this matter to answer any questions you may have. 

PBE:TS:Iee 
Transmittal 

cc: Antonio R. Villaraigosa, Mayor 

Very truly yours, 

CARMEN A. TRUTANICH, City Attorney 

By 'ILL---~~~~ 
PEDRO B. ECHEVERRIA 
Chief Assistant City Attorney 

Miguel A. Santana, City Administrative Officer 
Los Angeles City Fire and Police Pension Plan 
Board of Administration of LAFPP 
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ORDINANCE NO.-------

An ordinance amending Sections 4.1154, 4.1161, and 4.1163 of Chapter 11.5 of 
Division 4 of the Los Angeles Administrative Code to freeze the maximum monthly 
medical plan premium subsidy for members of the Fire and Police Pension Plan who 
enter the Deferred Retirement Option Plan on or after May 27, 2011, or who retire on or 
after July 1, 2011. 

THE PEOPLE OF THE CITY OF LOS ANGELES 
DO ORDAIN AS FOLLOWS: 

Section 1. A new paragraph at the end of Subsection (c) of Section 4.1154 of the 
Los Angeles Administrative Code is added to read as follows: 

Effective July 1, 2011, no increases in the amounts paid to the medical 
plan carriers under this Subsection (c) shall be provided on behalf of any 
member entered into the deferred retirement option plan (DROP) pursuant to 
Chapter 21 of Division 4 of the Los Angeles Administrative Code on or after May 
27, 2011, or retired on or after July 1, 2011, under the provisions of Sections 
1304, 1310, 1312, 1408, 1412(a), 1412(b), 1504, 1506(a), 1506(b), 1604, 
1606(a), 1606(b), 1704, 1707(a), or 1706(b) of the Charter or Sections 4.2004, 
4.2006(a), or 4.2006(b) of the Los Angeles Administrative Code. 

Section 2. The first paragraph of Subsection (e) of Section 4.1154 of the Los 
Angeles Administrative Code is amended in its entirety to read as follows: 

(e) The maximum monthly subsidy towards the health insurance 
premium, effective July 1, 2011, but paid from the June, 2011 payroll, is 
$1 ,097.41 for all retired members. Beginning July 1, 2011, the Board is 
authorized to make discretionary changes on an annual basis to the maximum 
monthly subsidy provided to members entered into the Deferred Retirement 
Option Plan (DROP) pursuant to Chapter 21 of Division 4 of the Los Angeles 
Administrative Code on or before May 26, 2011, or retired on or before June 30, 
2011, under the provisions of Sections 1304, 1310, 1312, 1408, 1412(a), 
1412(b), 1504, 1506(a), 1506(b), 1604, 1606(a), 1606(b), 1704, 1707(a), or 
1706(b) of the Charter or Sections 4.2004, 4.2006(a), or 4.2006(b) of the Los 
Angeles Administrative Code, so long as no increase exceeds the lesser of a 7% 
increase or the actuarial assumed rate for medical inflation for pre-65 health 
benefits established by the Board for the applicable fiscal year. 

Section 3. Subsection (e) of Section 4.1154 of the Los Angeles Administrative 
Code is amended to add the following paragraph at the end of that section: 

Effective July 1, 2011, no increases in the maximum monthly subsidy shall 
be provided to any member entered into the Deferred Retirement Option Plan 

-----~(D=ROE)_p.urs!laOtio__G_bapier2LolDl\Lisfu_n_4_oilhe_Lo_s-.8ngelasAdminislratilLe ____ _ 
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C.ode on or after May 27, 2011 or retired, on or after July 1, 2011, under the 
provisions of Sections 1304, 1310, 1312, 1408, 1412(a), 1412(b), 1504, 1506(a), 
1506(b), 1604, 1606(a), 1606(b), 1704, 1707(a), or 1706(b) of the Charter or 
Sections 4.2004, 4.2006(a), or 4.2006(b) of the Los Angeles Administrative 
Code. 

Section 4. A new paragraph at the end of Subsection (b) of Section 4.1161 of 
the Los Angeles Administrative Code is added to read as follows: 

Effective July 1, 2011, no increases in the maximum subsidy amount paid 
toward the health insurance premium under this Subsection (b) shall be provided 
on behalf of any survivor of a member entered into the Deferred Retirement 
Option Plan (DROP) pursuant to Chapter 21 of Division 4 of the Los Angeles 
Administrative Code on or after May 27, 2011, or retired on or after July 1, 2011, 
under the provisions of Sections 1304, 1310, 1312, 1408, 1412(a), 1412(b), 
1504, 1506(a), 1506(b), 1604, 1606(a), 1606(b), 1704, 1707(a), or 1706(b) of the 
Charter or Sections 4.2004, 4.2006(a), or 4.2006(b) of the Los Angeles 
Administrative Code or who dies on or after July 1, 2011, without having retired 
or entered into DROP. 

Section 5. A new paragraph at the end of Subdivision (e) of Section 4.1161 of 
the Los Angeles Administrative Code is added to read as follows: 

Effective July 1, 2011, no increases in the amounts paid to the medical 
plan carriers under this Subsection (e) shall be provided on behalf of any survivor 
of a member entered into the Deferred Retirement Option Plan (DROP) pursuant 
to Chapter 21 of Division 4 of the Los Angeles Administrative Code on or after 
May 27, 2011, or retired on or after July 1, 2011, under the provisions of Sections 
1304, 1310, 1312, 1408, 1412(a), 1412(b), 1504, 1506(a), 1506(b), 1604, 
1606(a), 1606(b), 1704, 1707(a), or 1706(b) of the Charter or Sections 4.2004, 
4.2006(a), or 4.2006(b) of the Los Angeles Administrative Code or who dies on 
or after July 1, 2011, without having retired or entered into DROP. 

Section 6. A new subsection (e) is added to Section 4.1163 of the Los Angeles 
Administrative Code to read as follows: 

Effective July 1, 2011, no increases in the maximum reimbursement 
amount paid to retired members or their qualified surviving spouses or qualified 
surviving domestic partners pursuant to subsection (b)(1) of this section shall be 
provided to any member, or to any qualified surviving spouse or qualified 
domestic partner of a member, entered into the Deferred Retirement Option Plan 
(DROP) pursuant to Chapter 21 of Division 4 of the Los Angeles Administrative 
Code on or after May 27, 2011, or retired on or after July 1, 2011, under the 
provisions of Sections 1304, 1310, 1312, 1408, 1412(a), 1412(b), 1504, 1506(a), 
1506(b), 1604, 1606(a), 1606(b), 1704, 1707(a), or 1706(b) of the Charter or 
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Sections 4.2004, 4.2006(a), or 4.2006(b) of the Los Angeles Administrative Code 
or who dies on or after July 1, 2011, without having retired or entered into DROP. 

Section 7. Pursuant to Charter Section 252(i), this ordinance shall take effect 
upon publication. 
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Section 8. The City Clerk shall certify to the passage of this ordinance and have 
it published in accordance with Council policy, either in a daily newspaper circulated 
in the City of Los Angeles or by posting for ten days in three public places in the City of 
Los Angeles: one copy on the bulletin board located at the Main Street entrance to the 
Los Angeles City Hall; one copy on the bulletin board located at the Main Street . 
entrance to the Los Angeles City Hall East; and one copy on the bulletin board located 
at the Temple Street entrance to the Los Angeles County Hall of Records. 

I hereby certify that this ordinance was passed by the Council of the City of 
Los Angeles, by a vote of not less than two-thirds of all of its members, at its meeting m ________________________ ___ 

JUNE LAGMAY, City Clerk 

By ______________________ __ 

Deputy 

Approved --------------------

Mayor 

Approved as to Form and Legality 

CARMEN A. TRUTANICH, City Attorney 

By ______________________ __ 

Date ------------------------

File No. --------------------
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unsH ORDINANCE NO., ________ _ 

An ordinance amending Chapter 11.5 of Division 4 of the Los Angeles 
Administrative Code to freeze the maximum monthly medical plan premium subsidies 
and medical plan premium reimbursements for members of the Fire and Police Pension 
Plan who enter the Deferred Retirement Option Plan (DROP) on or after July 15, 2011, 
or who retire on or after July 15, 2011. 

THE PEOPLE OF THE CITY OF LOS ANGELES 
DO ORDAIN AS FOLLOWS: 

Section 1. Add a new Section 4.1166 to Chapter 11.5 of Division 4 of the Los 
Angeles Administrative Code to read as follows: 

Section 4.1166. 2011 Medical Plan Premium Subsidy and Reimbursement 
Freeze. 

(a) The maximum monthly subsidies and reimbursements paid toward any 
health insurance premiums provided pursuant to Chapter 11.5 of Division 4 of the Los 
Angeles Administrative Code shall be frozen at the rate in effect as of July 1, 2011. 

(b) The freeze established by paragraph (a) above shall apply to the following 
persons: 

1. Employees who retire on or after July 15, 2011; 

2. Employees who enter the Deferred Retirement Option Plan (DROP) 
on or after July 15, 2011; 

3. Employees who opt not to make a contribution for vesting increases 
in the Maximum Medical Subsidy as allowed by an applicable 
Memorandum of Understanding. 

(c) The freeze established by this Section may be revisited periodically by the 
City Council, with appropriate discussions with the affected labor organizations, to 
determine whether, in the Council's discretion, the freeze may be lifted or adjusted in 
light of improving economic conditions, or other factors. 

Sec. 2. Pursuant to Charter Section 252(i), this ordinance shall take effect upon 
publication. 
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Sec. 3. The City Clerk shall certify to the passage of this ordinance and have it 
published in accordance with Council policy, either in a daily newspaper circulated in 
the City of Los Angeles or by posting for ten days in three public places in the City of 
Los Angeles: one copy on the bulletin board located at the Main Street entrance to the 
Los Angeles City Hall; one copy on the bulletin board located at the Main Street 
entrance to the Los Angeles City Hall East; and one copy of the bulletin board located at 
the Temple Street entrance to the Los Angeles County Hall of Records. 

I hereby certify that the for~ going ordinance was introduced! at the meeting of t_he Counci~~~e 
City of Los Angeles .IIJM 1 4 Z011 , and was passed al!ts meetmg of f,IIIJ 1 5 · 

JUNE LAGMAY, City Clerk 

By ~L{faib 
Deputy 

a Mayor 

JUL 2 5 2011 
Approved __________ _ 

Approved as lo Form and Legality 

CARMEN A. TRUTANICH, City Attorney 

By ______________________ ___ 

Date. ____________ _ 
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ORDINANCE NO. \~ \ 'l, Gf3 
An ordinance amending Section 4.1166 and adding new Section 4.1167 to 

Chapter 11.5 of Division 4 of the Los Angeles Administrative Code to provide for the · 
vesting of retiree health benefit increases to members of the Fire and Police Pension 
Plan in exchange for the voluntary payment of additional contributions and to make 
other related technical changes. 

THE PEOPLE OF THE CITY OF LOS ANGELES 
DO ORDAIN AS FOLLOWS: 

Section 1. Subsection (b) of Section 4.1166 of the Los Angeles Administrative 
Code is amended to: (i) delete the phrase "by paragraph (a) above" and insert the 
phrase "in Subsection (a) above" in its place; and (ii) delete the phrase "Memorandum 
of Understanding" and insert the phrase "written agreement between the City and the 
employee's union" in its place. 

Sec. 2. Section 4.1166 of the Los Angeles Administrative Code is amended to 
add new Subsections (d) and (e) to read as follows: 

(d) The freeze established in Subsection (a) above shall not apply to the 
following persons: 

1. Employees who irrevocably opt to make voluntary Additional 
Contributions in exchange for vested rights to increases in subsidies or 
reimbursements for retiree health benefits as provided in Section 4.1167 of this 
Chapter. 

2. Employees who retire on service connected disability pensions and 
their survivors who are eligible for health benefits. 

3. Survivors receiving service-connected death benefits who are 
eligible for health benefits. 

4. Members of Tier 3 and Tier 5 who separated from City service prior 
to July 15, 2011, and were eligible for a deferred retirement at the time of 
separation, based on years of service. 

(e) The freeze established in Subsection (a) above shall not apply to any 
subsidy for reimbursement of Medicare Part 8 basic premium or any dental insurance 
premium subsidy. 
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Sec. 3. The Los Angeles Administrative Code is amended to add a new Section 
4.1167 to read: 

Sec. 4.1167. Election to Make Voluntary Additional Contributions In Exchange 
For Vested Rights To Increases in Subsidies or Reimbursements For 
Retiree Health Benefits. 

A member who is not represented by an employee union, or who is represented 
by an employee union which has entered into a written agreement with the City to 
provide for the election specified herein, may irrevocably elect to make voluntary 
additional contributions (Additional Contributions) to his or her tier of the Fire and Police 
Pension Plan by salary deduction at the rate of 2% of his or her regular bi-weekly base 
salary (as distinguished from pay actually received) in order to support the City's ability 
to fund retiree health benefits. These Additional Contributions shall be deposited into 
each such member's individual contribution account and shall be treated for any and all 
purposes the same as the member's regular contributions to the Fire and Police 
Pension Plan. These Additional Contributions shall be paid by the member on a post
tax basis unless and until the Internal Revenue Service rules that such contributions 
may be tax-deferred through a reduction in wages pursuant to the provisions of 
Sections 4.1505 through 4.1509 of this Code. 

Once a member irrevocably elects to make these Additional Contributions, he or 
she shall continue to make such Additional Contributions until he or she has done one 
of the following, whichever is earliest, at which time his or her obligation to make further 
Additional Contributions shall terminate: (i) made such Additional Contributions for 25 
years, or (ii) retired under the provisions of Sections 1408, 1412(a), 1412(b), 1504, 
1506(a), 1506(b), 1604, 1606(a), 1606(b), 1704, 1706(a), or 1706(b) of the Charter or 
Sections 4.2004, 4.2006(a), or 4.2006(b) of the Los Angeles Administrative Code, or (iii) 
terminated participation in the City's Deferred Retirement Option Plan (DROP) pursuant 
to Section 4.2105 of the Los Angeles Administrative Code. In consideration for such 
Additional Contributions being made for the period specified above, each such member 
and his or her survivors shall have a vested right to receive the retiree health benefits 
that were provided in this Chapter on July 1, 2011, and to receive the maximum amount 
of annual increases in subsidies or reimbursements for retiree health benefits in all 
subsequent years thereafter as authorized in this Chapter on June 30, 2011, provided 
that all conditions of eligibility prescribed in this Chapter are satisfied. The freeze 
established in Section 4.1166(a) of this Chapter shall not apply to these members and 
their survivors. 

The right to make the irrevocable election provided in this Section 4.1167 shall 
be limited to a 45-day opt-in period, except as required by applicable law or as 
otherwise provided below. In order to make such irrevocable election, a member must 
file with the Department of Fire and Police Pensions (LAFPP) an election form 
prescribed by the LAFPP. Based upon input from the Office of the City Administrative 
Officer (CAO), the LAFPP shall establish the 45-day period during which members' 
election forms may be accepted. If a member does not file the election form within the 
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45-day period, the member is assumed to have irrevocably elected to not make the 
Additional Contributions and the freeze established in Section 4.1166 of this Chapter 
shall apply to the member and his or her survivors. 

The CAO shall establish a Dispute Resolution Committee (DRC) to review 
member requests to make an election after the 45-day period. The LAFPP shall have 
no authority to decide whether or not to accept late election forms after the close of the 
45-day period (a late election form) and shall refer members to the DRC for that 
purpose. The DRC may approve a member's request to irrevocably elect to make the 
Additional Contributions only if the DRC determines that the member did not timely elect 
to make the Additional Contributions due to a personal hardship that occurred outside of 
the opt-in period. The DRC's decision to approve or deny a member's request shall be 
final and conclusive. If the DRC approves the member's request, the CAO shall so 
advise the LAFPP in writing, whereupon the LAFPP shall accept the member's late 
election form. The Additional Contributions shall commence after the DRC's approval of 
the late election form, and the LAFPP shall be authorized to collect back contributions 
as determined by the DRC in its sole discretion and communicated in writing to the 
LAFPP by the CAO. The DRC is not authorized to allow a member to revoke the 
member's irrevocable election. 

The City Council, on a Motion that is adopted by a two-thirds majority, may 
authorize the LAFPP to conduct additional opt-in periods during which members shall 
have the right to make the irrevocable election provided in this Section. 

Sec. 4. Pursuant to Charter Section 252(i), this ordinance shall take effect upon 
publication. 

3 

ATTACHMENT 3



Sec. 5. The City Clerk shall certify to the passage of this ordinance and have it 
published in accordance with Council policy, either in a daily newspaper circulated 
in the City of Los Angeles or by posting for ten days in three public places in the City of 
Los Angeles: one copy on the bulletin board located at the Main Street entrance to the 
Los Angeles City Hall; one copy on the bulletin board located at the Main Street 
entrance to the Los Angeles City Hall East; and one copy on the bulletin board located 
at the Temple Street entrance to the Los Angeles County Hall of Records. 

l hereby certify that the foregoing. ordinance was introduced at the meeting of the Council of the 
City of Los Angeles of. AUG 1 9 2011 and was passed by a vote of not less than two-thirds of all 
its. members,. at its meeting of SEP 2 7 21lt1 

JUNE LAGMAY, City Clerk 

By Wi f}~t-
Deputy 

Approved----------

Mayor 

Approved as to Form and Legality 

CARMEN A. TRUTANICH, City Attorney 

By ~L(A~ (fv£) 
Assistant City Attorney 

Date ~ /t C}cO /1 
I 

File No. 10-1868-S1 
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LETTER OF AGREEMENT

BETWEEN THE CITY OF LOS ANGELES AND

THE LOS ANGELES POLICE PROTECTIVE LEAGUE

MOU 24 - June 24, 2011

This Letter of Agreement ("LOA") is entered into between the City of Los
Angeles ("City") and the Los Angeles Police Protective League ("League") regarding

retiree health subsidies and reimbursements (hereinafter referred to as "retiree

health benefits").

WHEREAS, the parties recognize that the cost of providing retiree health
benefits to employees has increased in past years and is expected to further

increase in the future; and

WHEREAS, the parties have a dispute as to whether retiree health benefit

increases provided in the Los Angeles Administrative Code ("LAAC") are a vested

benefit; and

WHEREAS, on June 14, 2011, the City Council approved an Ordinance

amending Chapter 11.5 of Division 4 of the LAAC to freeze the maximum monthly
medical plan premium subsidies and medical plan premium reimbursements for

members of the Fire and Police Pension Plan ("FPPP") who retire on or after July

15, 2011, or who enter the Deferred Retirement Option Plan ("DROP") on or after
July 15, 2011, at $1097.41 per month, the rate in effect as of July 1, 2011; and

WHEREAS, the parties desire to allow those employees who opt to make a

two percent (2%) contribution of their base salary to the FPPP to be exempt from the

freeze.

THEREFORE, in order to resolve this dispute and in mutual efforts to provide
permanent and stable funding for the retiree health benefit, the parties agree as

follows:

1. Effective on a date mutually-agreed to by the parties, employees

represented by the League will have the option to voluntarily contribute

a maximum of two percent (2%) of their base salary to the FPPP to

defray a portion of the City's cost of providing retiree health benefits.

The parties agree that employees who opt to make the two percent
(2%) maximum contribution from their base salary shall be entitled to

receive upon retirement the retiree health benefit in effect as of the

effective date of this LOA and thereafter the maximum amount of each

annual increase presently authorized by the LAAC provided all other

conditions of eligibility prescribed in the LAAC are met. The entitlement
to retiree health benefits increases shall be a vested right for those

employees.
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2. This maximum two percent (2%) contribution shall continue in effect

until an employee reaches 25 years of contributions or retires, and will
not be subject to increases. If the City Council decides to have

additional opt-in periods, the terms can only be modified prospectively

if mutually agreed to by both parties.

3. Employees shall have forty~fitE4(45)'calendar days from a date to be

mutually agreed to by the parties to enroll in the voluntary two percent

(2%) contribution of their base salary with the City. Thereafter, the

parties may agree to offer employees another opt-in period in the future
subject to mutual agreement.

4. The City agrees to request a Private Letter Ruling (PLR) from the

Internal Revenue Service (IRS) within sixty days from the date of this

LOA seeking an opinion as to whether the voluntary two percent (2%)

contribution can be deducted from pre-tax base salary.

5. The City shall indemnify and hold the League (including the League's

officers, directors, members, employees, agents, successors and

assigns) harmless from any and all liability which arises in connection

with the provisions of this LOA, including, but not limited to, any claims

that a vested right of an employee represented by the League was

impaired. Also, the City shall provide for the defense of the League
(including the League's officers, directors, members, employees,

agents, successors and as,sign~)in,any civil action or proceeding
brought against it on accourit'-of'a'rialleged act or omission in

connection with the provisions of this LOA, including but not limited to,

any claim that a vested right of an employee represented by the
League was impaired. .

6. The parties further agree that should any provision of this LOA or the

City's action of approving a freeze of retiree health benefits be

enjoined, or declared invalid or unlawful by a court or administrative

enforcement agency of competent jurisdiction, the retiree health
benefits described above will revert to the provisions of the LAAC in

effect prior to the effective date of this LOA; and the parties will meet to

explore reasonable efforts to arrive at a mutual agreement to remedy

such a declaration or judgment in order to achieve other cost savings.

7. The retiree health benefit freeze shall not apply to employees who

become totally disabled or killed as a result of acts or omissions
occurring during the course and scope of their duties regardless of

whether such employees opted to make the voluntary two percent (2%)

contribution of their basesalary; Additionally, the City agrees to accept
requests from employees who"did Hot timely elect to opt in based on
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hardships occurring outside of the opt-in period to apply the provisions

of paragraphs 1 and 2. Such request shall be referred to and decided

by the Dispute Resolution Committee ("DRC") established by the

current MOU between the parties. The decision of the DRC shall be

final.

8. The terms and conditions contained in this LOA shall remain in effect

unless modified by a future written agreement between the parties.

SO AGREED:

Los Angeles Police

Protectiv ague: City of Los Angeles:

Iguel A. Santana

City Administrative Officer

Paul . Weber

President

Date Date
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Opt-In Period for Retiree Health Subsidy Benefit Increases

On July 15, 2011, City Council adopted an ordinance to permanently freeze the retiree 
medical subsidy benefit for members of the Los Angeles Fire and Police Pension System 
(LAFPP) who retire or enter DROP on or after July 15, 2011.

This ordinance adds language to the Los Angeles Administrative Code to freeze the 
maximum monthly Non-Medicare subsidy at the July 1, 2011 rate of $1,097.41, and freeze 
the maximum monthly Medicare subsidy as of the January 1, 2011 rate of 
$480.41. However, the ordinance also provides that members may make an irrevocable 
election to contribute towards vesting increases in the Maximum Medical Subsidy as allowed 
by an applicable Memorandum of Understanding. Members who "opt-in" would not be 
subject to the freeze.

The Los Angeles Police Protective League (LAPPL) has signed a letter of agreement that 
allows its members to irrevocably elect to contribute 2% of their base pay for vesting 
subsidy increases. There will be a 45 day "opt-in" period, tentatively scheduled for August 
15, 2011 - September 29, 2011. To date, LAFPP has not received confirmation from the 
other labor organizations concerning their letters of agreement.

Implementation

Details of the "opt-in" election are still being finalized between the Office of the City 
Administrative Officer (CAO) and the labor organizations. Upon completion, LAFPP will send 
an instructional letter and "opt-in" election form to members prior to the start of the 
election period. Please continue to check our Web site for future updates.

For questions concerning the provisions of the "opt-in" letter of agreement, contact your 
respective labor organization. For information on health subsidy programs available to 
retirees and eligible survivors, contact the Medical and Dental Benefits Section at (213) 
978-4560.



Health Savings Accounts and 
Health Reimbursement Arrangements

Board of Fire & Police Pension Commissioners Meeting 
May 21, 2020

ITEM:  B.4



Overview

Three common types of 
tax-advantaged health 
accounts are HSAs, FSAs, 
and HRAs.

Participants can use 
funds to be reimbursed 
or pay for qualified 
medical expenses.

Employer and Employees 
must fulfill specific 
requirements.  

HSAs and HRAs can 
provide specific tax 
advantages.



HEALTH SAVINGS ACCOUNT 
(HSA)

Account Based Health Insurance



HSA Design

• Tax-exempt account set up to pay or 
reimburse certain medical expenses an 
individual may incur. 

• Individually owned

• Money rolls over year-to-year, can be invested

• Money can also be withdrawn by owner as 
taxable income (subject to possible penalties)



HSA Funding

• Requires individual to be enrolled in a 
high-deductible health plan

• Cannot be enrolled in Medicare

• Employer can make contributions

• Employees can also make contributions

• 2020 Contribution Limits

– $3,550 Individual/$7,100 Family



HSA Qualified Expenses

• Tax-Free Reimbursement of Qualified 
Medical Expenses

– Medicare, long-term care insurance 
premiums, health coverage under COBRA

– Services and equipment

– Prescription medication

– Incurred by HSA owner or tax dependent



How an HSA Works

High-deductible 
plan covers 

evidence-based 
preventive care 

at 100%

P
re

ve
n

ti
ve

 S
er

vi
ce

s

HSA

Deductible

Co-insurance
-In-network

-Non-network

Out of Pocket Maximum

Employer and employee can both make 
contributions to the employee’s health 

saving  account during the year

Employee can use the HSA to pay for 
medical and Rx claims not covered by 

the high-deductible plan

Unused HSA money rolls over to the 
next year



HSA Portability

• Employee maintains ownership of the 
account

• All contributions are 100% vested

• HSA is portable and transferrable



From Employee Perspective
PROS
• HSA is tax-free – contributions are not included in the 

employee’s gross income (for federal purposes only) 
and distributions are made on a non-taxable basis

• Can function as a retiree medical plan
• HSA balance can be invested by the employee
CONS
• Limits apply to annual funding
• Employees who use their HSA during employment 

may not have much of a balance left during 
retirement



From Employer Perspective:
PROS
• Functions as a retiree health plan on a “defined 

contribution” basis
• No on-going administration after retirement
• No additional staffing, and no third-party 

administrator
CONS
• Employees who use their HSA during 

employment may not have much of a balance left 
during retirement

• No flexibility in plan design for the employer



HEALTH REIMBURSEMENT 
ARRANGEMENT (HRA)

Account Based Health Insurance



HRA Design

• Discussion is limited to retiree HRAs

• Self-funded medical plan used to pay for medical 
premiums (including Medicare) but not long-term 
care insurance

• Employer owned

• Account balance roll over determined by 
employer

• Money cannot be withdrawn by retirees as 
taxable income



HRA Funding

• Funded solely by the employer

• Employees cannot make any contributions (no 
pre-tax/salary contribution or deduction)

• Employer “allocates” funds to the HRA during 
working years; HRA can be funded through a 
separate trust in retirement

• Employee can only access benefits in 
retirement



HRA Qualified Expenses
• Can only be used to reimburse medical plan 

premiums incurred by the retiree and tax 
dependents
– Health insurance premiums
– Medicare premiums     
– Long-term care coverage

• Other medical expenses
– May include copays, prescriptions, coinsurance, and 

dental treatments.  
– Reimbursable only if the HRA does not discriminate 

in favor of highly compensated individuals with 
respect to account balances.  



How an HRA Works

Employer 
budgets 
notional 
amount

•Contributions are 
either a bookkeeping 
entry or actual 
funding of a trust

Retiree pays for 
health 

premiums

•Must submit claims 
documentation for 
approval

HRA reimburses 
the retiree



HRA Portability

• Employer is the owner of the HRA

• Employer decides whether contributions 
are 100% vested upon retirement

• HRA balance is forfeited to the employer 
upon death of the retiree and spouse



From Employee Perspective

PROS

• HRA is tax-free – contributions are not included in 
the employee’s gross income and distributions 
are made on a tax-free basis 

• Can function as a retiree medical plan

• HRA balance can be invested by the employee (if 
funded through a trust)

CONS

• Flexibility of plan depends on employer

• Employer owned - no employee contributions



From Employer Perspective:
PROS
• Functions as a retiree health plan on a “defined 

contribution” basis
• Employer choices add flexibility

– Who can participate
– Amount of contributions and frequency
– Eligible expenses

CONS
• Entails on-going administration even after retirement, which 

can be costly
• Requires additional staffing with compliance experience or 

contracting with a third-party administrator



HSA/HRA COMPARISON
Account Based Health Insurance



HSA HRA

Account Ownership Employee Employer

Deposits made by Employer, employee or both Employer

Separate account IRA-type account Paid from employer assets or a 
separate trust

Expenses covered Determined by IRS regulations. 
Healthcare expenses, including 
medical, dental, vision, prescription 
and some over-the-counter 
expenses, COBRA and retiree 
medical insurance premiums, and 
long-term care premiums

Insurance premiums (including 
for Medicare); Other medical 
expenses can be reimbursed only 
if the HRA does not discriminate 
in favor of highly compensated 
individuals with respect to 
account balances

Contribution limits Determined by Federal law; current 
calendar year limits:
• 2020: $3,550 single; $7,100 family, 

$1,000 Catch up

Employer option 

Portability Full portability required Employer option

Rollover Full rollover required Employer option

Funds availability As deposits are credited Employer option

Non-qualified 
withdrawals

Yes, but taxable, plus 10% penalty.  
After age 65, death or disability – no 
penalty

Not allowed



 

 

 

DEPARTMENT OF FIRE AND POLICE PENSIONS 
701 E. 3rd Street, Suite 200 

Los Angeles, CA 90013 

(213) 279-3000 
 

 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 

DATE: MAY 21, 2020 ITEM:  B.5   
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: LAPRA RESPONSE TO BOARD INQUIRY REGARDING INCREASED KAISER 

PLAN BENEFITS FOR POLICE RETIREES 

 
THIS REPORT IS PROVIDED TO THE BOARD FOR INFORMATIONAL PURPOSES.  
 
BACKGROUND 
 
On March 5, 2020, representatives from Los Angeles Firemen’s Relief Association (LAFRA) and 
Los Angeles Police Relief Association (LAPRA) appeared before the Board to present their annual 
health and dental plan renewal reports.  During their presentations, LAFRA and LAPRA each 
included an overview of their respective Kaiser health plans for the 2020-2021 plan year.  Both 
Associations reported there would be no plan changes. LAPRA also reported a total premium cost 
of approximately $12.7 million.  During the LAPRA presentation, the Board requested that LAPRA 
determine the impact on premiums if the LAPRA Kaiser plan design was changed to match the 
LAFRA Kaiser plan.   
 
DISCUSSION 
 
On April 13, 2020, LAPRA provided a response to the Board’s inquiry. In a letter to staff, it was 
explained that LAPRA could not match all of LAFRA’s Kaiser plan benefit levels due to restrictions 
set by Kaiser. LAPRA could closely match LAFRA’s Kaiser plan design, however, as a result, 
LAPRA’s total Kaiser premium would increase an additional 9.77% over the July 1, 2020 renewal 
rates already provided. (Attachment 1) As detailed in the letter, LAFRA’s Kaiser plan includes 
specific mental health and rehabilitation benefits that are grandfathered and would not be available 
to LAPRA.  For the Board’s reference, Staff has provided a table in Attachment 2 showing the 
current Kaiser plan benefits offered by each Association.  Attachment 3 provides a table comparing 
out-of-pocket costs of LAFRA’s grandfathered Kaiser benefits, the possible LAPRA Kaiser benefits, 
and LAPRA’s current benefits for the benefits Kaiser is unable to match.   
 
BUDGET 
 
No impact as recommended. 
 
POLICY  
 
No changes are recommended at this time. 
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CONTRACTOR DISCLOSURE INFORMATION 
 
There is no contractor disclosure information required with this report. 
 
 
 
This report was prepared by:  
 
Eunice Zordilla, Sr. Management Analyst II 
Medical & Dental Benefits Section 
 
RPC:JS:GM:EZ 
 
Attachments:   1.  LAPRA Kaiser HMO Plan Design Parity Letter, dated April 13, 2020 
   2.  Current Kaiser Plan Benefits – LAFRA & LAPRA 

3.  LAFRA Kaiser HMO Grandfathered Plan Design & Potential LAPRA Benefits 
 
 
 
 

 
 
 
 
 

 
 

 
 
 



 

 

 

DEPARTMENT OF FIRE AND POLICE PENSIONS 
701 E. 3rd Street, Suite 200 

Los Angeles, CA 90013 

(213) 279-3000 
 

 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 

DATE: MAY 21, 2020 ITEM:  B.6   
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: INTRA-DEPARTMENTAL TRANSFER OF FUNDS WITHIN THE FISCAL YEAR 

2019-20 ADMINISTRATIVE EXPENSE BUDGET AND POSSIBLE BOARD ACTION 

 

RECOMMENDATION 

That the Board authorize transfers totaling $95,300 ($75,000 from Travel [Account 642130] and 
$20,300 from Printing & Binding [Account 642120]) to Salaries, General (Account 641010), to mitigate 
a shortfall in salaries attributed to actual retroactive payments and the reconciliation of salary 
projections. 

 
BACKGROUND  

On June 20, 2019, the Board adopted the FY 2019-20 Budget, which included $1.3 billion in 
anticipated receipts and $1.4 billion in estimated expenditures. Of the expenditures, $22.5 million was 
appropriated in the department’s Administrative Expense Budget.  
 
Subsequently, on September 19, 2019, the Board authorized the reappropriation of $3.1 million from 
prior fiscal year encumbrances to FY 2019-20, to fund prior and current year retention payments for 
the Pension Administration System.  This resulted in an adjusted Administrative Expense Budget of 
$25.6 million. 
 
On March 5, 2020, the Board further authorized the transfers of $360,880 within the Administrative 
Expense Budget to cover various shortfalls associated with unanticipated costs and projects, 
including the transfer of $94,000 from fringe benefits expense accounts to Salaries, General (Account 
641010) to offset a projected deficit created by salary increases, payouts, and retroactive payments 
as required by MOU negotiations. 

 
DISCUSSION  

Staff reevaluated actual and projected expenses for the remainder of the fiscal year during its 
preparation of the April 2020 Monthly Budget Report (Attachment) and has identified an additional 
shortfall of approximately $95,300 in the Salaries, General (Account 641010).  The shortfall is due to 
the actual retroactive payment amounts paid to employees at the end of March and after further 
reconciling the salary projection through June 30, 2020.  As such, staff proposes to transfer $75,000 
from Travel (Account 642130) and $20,300 from Printing & Binding (Account 642120) to cover this 
shortfall.  Additionally, staff reviewed the hiring plan to ensure only the most critical positions are filled 
through the end of the fiscal year.  
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There are sufficient surplus funds in both Travel (Account 642130) and Printing & Binding (Account 
642120) to cover the recommended transfer. In the Travel account, as the current situation with 
COVID-19 response has resulted in canceled or virtual events, $75,000 has been made available for 
transfer. Additionally, funds are available in the Printing & Binding account that will cover the 
remaining $20,300 that is necessary to balance the shortfall in the Salaries, General account. 
 
BUDGET 

Sufficient funding is available in the Administrative Expense accounts to offset the projected shortfall 
in the Salaries, General (Account 641010).  
 
POLICY  

There are no policy changes associated with this report. 
 
 
 
This report was prepared by:  
 
Esther Chang, Senior Management Analyst I 
Administrative Services Section 
 

RPC:WSR:MTS:EC:LL 
 
 
Attachment:   April 2020 Monthly Budget Report 



DEPARTMENT OF FIRE AND POLICE PENSIONS
BUDGET TO ACTUAL - RECEIPTS AND EXPENSES
As of April 30, 2020 (83% of year) 

(A) (B) (C) (D) (E)

DIFFERENCE

(UNDER)/OVER VARIANCE

ADJUSTED ACTUAL YEAR END PROJECTED %

BUDGET YEAR TO DATE PROJECTIONS (C - A = D) (D / A = E)

RECEIPTS
General Fund1 705,075,973$   705,075,973$   705,075,973$   -$  0%

Less: Excess Benefit Plan1 (2,095,442)  (2,095,442)  (2,270,466) (175,024)  8%

Special Fund (Harbor) 5,183,156  5,183,156  5,183,156 - 0%

Special Fund (Airport) 1,687,886  1,687,886  1,687,886 - 0%

Member Contributions2, 3 155,938,944  128,446,736  151,310,777  (4,628,167)  -3%

Earnings on Investments 468,900,000   437,240,409  468,900,000  - 0%

Miscellaneous4 1,500,000  421,722 450,000 (1,050,000)  -70%

 Total Receipts 1,336,190,517$   1,275,960,440$   1,330,337,326$   (5,853,191)$   0%

EXPENSES
Service Pensions 710,000,000$   598,690,096$   720,442,568$   10,442,568$   1%

Service Pensions - DROP Distributions 162,192,000  120,999,136 145,959,185  (16,232,815)  -10%

Disability Pensions 113,000,000 92,764,897 111,689,399   (1,310,601)  -1%

Surv. Spouse/Domestic Partner Pensions 132,000,000 112,839,369 135,269,139   3,269,139  2%

Minor/Dependent Pensions 3,900,000 2,922,274 3,442,386  (457,614)  -12%

Refund of Contributions 4,500,000 3,577,634 4,293,161  (206,839)  -5%

 Subtotal Pension Benefits 1,125,592,000$   931,793,406$   1,121,095,838$   (4,496,162)$   0%

Health Insurance Premium Subsidy 127,000,000 105,414,325 126,806,933 (193,067)  0%

Dental Insurance Premium Subsidy 4,650,000 3,676,495 4,421,871   (228,129)  -5%

Medicare Reimbursement 15,500,000 9,856,731 11,857,397  (3,642,603)  -24%

Health Insurance Premium Reimbursement 1,300,000 935,518   1,247,357  (52,643)  -4%

      Subtotal Health Benefits 148,450,000$   119,883,069$   144,333,558$   (4,116,442)$   -3%

Total Benefits Expenses 1,274,042,000$   1,051,676,475$   1,265,429,396$   (8,612,604)$   -1%

Investment Management Expense 106,908,329 32,853,286 106,663,256 (245,073)  0%

Administrative Expense5 25,604,985 22,213,728  25,427,182 (177,803)  -1%

Total Expenses 1,406,555,314$   1,106,743,489$   1,397,519,834$   (9,035,480)$   -1%

RECEIPTS OVER EXPENSES6 (70,364,797)$   169,216,951$   (67,182,508)$   (3,182,289)$   

YTD

CURRENT MOVING

MONTH AVERAGE

PENSION PAYROLL 111,877,611$   104,809,884$   

1 Represents the City of Los Angeles (City) General Fund Annual Required Contribution, including the amount earmarked to pay excess benefits and associated
administrative costs in compliance with IRC Section 415. On November 19, 2019, funds totaling $175,024 from the prior fiscal year were re-appropriated to the
current year Excess Benefit Plan (EBP) fund budgeted at $2,095,442. Since the EBP revenue is not transferred to LAFPP, it is excluded from the department's
total revenue.
2 Year-to-Date Committed includes partial Pay Period 1 (July 1-6, 2019) through Pay Period 21. Revenue from member buybacks is classified as Member 
Contributions effective Fiscal Year 2019.

5 Actual Year-to-Date reflects Year-to-Date commitments which include encumbrances and expenditures. 
6 Figures may be rounded.

a) For fiscal year ending June 30, 2018, the City transferred funds totaling $26,193 on December 4, 2019.
b) For fiscal year ending June 30, 2019, it is anticipated that the City will transfer the available funds totaling $30,123 in the fourth quarter of the current fiscal
year.
4 Reflects miscellaneous receipts from various sources.

3 Inclusive of the following transfers of the City's Tier 5 Defrayal Costs to LAFPP current year Member Contributions (budgeted at $155,938,944), for Tier 5 
members' purchase of service credit or pay back of missed contributions for service occurring between January 1, 2002 and June 30, 2006:

ATTACHMENT



DEPARTMENT OF FIRE AND POLICE PENSIONS
BUDGET TO ACTUAL - ADMINISTRATIVE AND INVESTMENT MANAGEMENT EXPENSES
As of April 30, 2020 (83% of year) 

ADMINISTRATIVE EXPENSE (A) (B) (C) (D) (E) (F) (G) (H)
DIFFERENCE

ADJUSTED YEAR TO DATE REMAINING YR END (UNDER)/OVER VARIANCE
ADOPTED BUDGET BUDGET TOTAL BALANCE PROJECTED PROJECTED %1

ACCOUNT TITLE BUDGET CHANGES (A + B = C) COMMITTED (C - D = E) EXPENSES (F - C = G) (G / C = H)

Salaries-General2,3,4 12,215,000  94,000  12,309,000  9,723,649  2,585,351  12,404,300  95,300  1%

Salaries-As-Needed2,3,4 41,400  55,992  97,392   85,972   11,420   97,392  - 0%

Overtime2,3 68,100  - 68,100  43,974   24,126   68,100  - 0%

Printing & Binding 63,600  - 63,600  63,600   -  27,790 (35,810)  -56%

Travel4 162,400  (21,400)   141,000 62,141   78,859   64,141 (76,859)  -55%

Contractual Services4 3,972,833  3,152,175  7,125,008  6,760,049  364,959  7,055,008  (70,000)  -1%

Transportation 6,000  - 6,000  4,750   1,250   6,000  - 0%

Medical Services 320,000  - 320,000 320,000  -  245,000 (75,000)  -23%

Health Insurance4 1,420,000  (87,156)   1,332,844 1,332,844  -  1,317,000 (15,844)  -1%

Dental Insurance4 60,000  (5,667)  54,333   54,333   -  53,000 (1,333)  -2%

Other Employee Benefits4 40,000  (7,072)   32,928   32,928   -  36,000 3,072  9%

Retirement Contribution4 3,210,414  (9,869)  3,200,545  3,198,597  1,948   3,200,545  - 0%

Medicare Contribution4 177,000  3,880  180,880  78,282   102,598  182,262  1,382  1%

Election4 45,000  17,000  62,000   45,000   17,000   57,048  (4,952)  -8%

Office & Administrative4 662,063  (268,063)   394,000  392,396  1,604   394,000  - 0%

Furniture, Office & Tech.4 - 200,000 200,000  -  200,000 200,000  - 0%

Unappropriated Balance -  -  -   -   -   -  -  0%

Tuition Reimbursement4 35,000  (17,645)   17,355   15,213   2,142   19,597  2,242  13%

TOTAL ADMINISTRATIVE 
EXPENSE 22,498,810$     3,106,175$  25,604,985$   22,213,728$    3,391,257$    25,427,182$     (177,802)$   -1%

TOTAL INVESTMENT 
MANAGEMENT EXPENSE 106,908,329$   -$  106,908,329$  32,853,286$    74,055,043$  106,663,256$   (245,073)$   0%

1 Percentage difference between projected expenses and the adjusted budget. 
2 Year-to-Date Committed includes partial Pay Period 1 (July 1-6, 2019) through Pay Period 21.

4 Adjustments were made to the following accounts as authorized by the Board subsequent to the adoption of the 2019-20 Budget:

I) On September 19, 2019, the Board approved the department to disencumber $3,106,174.98 of prior year encumbrances from Fund 804, Dept 64, Account
643040 (Contractual Services) and reappropriate the same amount to Fiscal Year 2019-20, Fund 804, Dept 64, Account 643040 (Contractual Services) to fund
prior year retention payments as well as the 2019-20 payments for the Pension Administration System (Avenu Insight and Analytics).

3 Year-End Projections include the Cost of Living Adjustments (COLA) and retroactive payments, as negotiated in the newly executed Staff MOUs. 

II) On October 4, 2019, funds totaling $55,992 were transferred from Office & Administrative Expense (Account 646010) to offset Salaries-As-Needed related
costs, based on the June 21, 2018 Board delegated authority for the General Manager to approve intra-departmental transfers within the Administrative Expense
Budget, commensurate with the limit released by the Office of the City Administrative Officer (CAO), pursuant to Charter Section 343(b)(c).

III) On March 5, 2020, the Board approved the transfer of $360,880 between the following accounts within the Administrative Expense Budget to mitigate projected
shortfalls associated with unanticipated expenses and projects, including network hardware to encrypt all department network data:

a) Funds totaling $94,000 were transferred to Salaries - General (641010) from Health Insurance (645180), Dental Insurance (645190), and Other Employee
Benefits (645200); 

b) Funds totaling $46,000 were transferred to Contractual Services (643040) from Travel Expense (642130), Other Employee Benefits (645200), Retirement
Contribution (645360), Office & Admin Expense (646010), and Tuition Reimbursement (649570);
c) Funds totaling $17,000 were transferred to Election Expense (645417) from Tuition Reimbursement (649570);
d) Funds totaling $3,880 were transferred to Medicare Contribution (645370) from Other Employee Benefits (645200); and
e) Funds totaling $200,000 were transferred to Furniture, Office & Tech (957300) from Office & Admin Expense (646010).
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DEPARTMENT OF FIRE AND POLICE PENSIONS 
701 E. 3rd Street, Suite 200 

Los Angeles, CA 90013 

(213) 279-3000 
 

 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 

DATE: MAY 21, 2020 ITEM:  B.7  
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: FISCAL YEAR 2019-2020 BUSINESS PLAN PROJECT NO. 12 – WORKFORCE 

SUCCESSION PLANNING UPDATE 

 
THIS BOARD REPORT IS FOR INFORMATIONAL PURPOSES ONLY. 

 
BACKGROUND 
 
On June 21, 2018, the Board approved the FY 2018-19 Business Plan that included Project 8: 
Workforce Succession Planning. The objective was to study different workforce succession planning 
approaches to address the potential loss of personnel in key positions and to update LAFPP’s 
succession plan. There were two milestones associated with this project: 1) Study succession 
planning approaches by December 31, 2018; and, 2) Develop a workforce succession planning 
(WSP) team to ultimately update the current succession plan by June 30, 2019.  The first milestone 
was completed by December 31, 2018.   
 
The second milestone included the staff from across the department forming the WSP team.  The 
team consisted of Rhodora Silverman, Benefits Specialist, and Iris Liu, Management Assistant 
(Active Member Services); May Simmons, Section Manager of DROP/Service Pensions; Joseph 
Salazar, Assistant General Manager, Pensions Division; Cynthia Varela, Departmental Audit 
Manager; Myo Thedar, Chief Benefits Analyst from the Administrative Operations Division; and 
James Schiffhauer, Department Personnel Officer. 
 
The WSP team met in February, March, and April 2019 to complete the workforce needs 
assessment. As a result of the team’s work, most middle management positions were identified as 
key to succession planning. These positions included Management Analyst, Senior Management 
Analyst, Chief Benefits Analyst, and the new classifications of Benefits Analyst and Senior Benefits 
Analyst. Additionally, the team surveyed staff on their interest in possible succession plan programs 
including mentorship, cross-training, and job rotation. Based on the survey results and further 
discussion, the team determined that a cross training program was the best option.  Given this work, 
the second milestone was completed by June 30, 2019. 
 
DISCUSSION 
 
On June 20, 2019, the Board approved the FY 2019-20 Business Plan. Included in this plan was 
Project 12: Workforce Succession Planning. This project built upon the FY 2018-19 Business Plan 
Project. This Project had the WSP team transition into the Cross-Training team. The team was 
tasked with developing and implementing a cross-training pilot program. Over the course of four 
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months, the team met and worked to develop the pilot program that was implemented in December 
2019. 
 
The Cross-Training team’s first meeting was on August 8, 2019. The team discussed different types 
of cross-training programs and developed a SMART goal for the program. A SMART goal is one 
that is Specific, Measurable, Achievable, Relevant, and Time bound. The SMART goal the team 
developed was to “Cross train two employees in the Pensions Division over a span of three months 
to prepare employees for promotional opportunities and gain valuable pensions related experience.”   
 
The team’s second meeting was held on October 23, 2019. The meeting included discussions about 
cross-training within a section and between different sections, possible participant selection 
methods, and the need for evaluations. As a result of these discussions, the team decided the pilot 
program would include cross-training within a single section and cross-training between two 
different sections. They also determined that participants would be selected and matched based on 
a review of trainer and trainee applications received.  
 
The Cross-Training team met twice during November 2019. During the first meeting the team 
reviewed the language to be used in the department-wide announcement of the pilot program and 
finalized the questions to be included in the trainer and trainee applications.  One week later the 
cross-training pilot program was formally announced to staff via email from the General Manager. 
Human Resources staff subsequently opened the application period for one week and received a 
total of twenty-four applications. Six employees applied to train others, and eighteen applied to 
receive training.  
 
During the second November meeting the team reviewed all the applications and selected the pilot 
program participants from Disability Pensions, DROP/Service Pensions, and Retirement Services. 
There were a total of four cross training participants, two trainers and two trainees.  
 
The pilot program participants (Trainers and Trainees) received training on a weekly basis from 
early December through the end of the pilot program on March 13, 2020.  Post pilot program 
evaluations were completed, and participants were interviewed by Human Resources.  Significant 
information was gathered through this process and will be utilized in preparation to expand and 
improve the cross-training program.    
 
The Cross-Training team met on April 30, 2020 to discuss the post training evaluations and 
interviews. Using the feedback from the evaluations, the team initiated an expansion of the cross-
training program with minor changes. The common issue among the pilot program participants was 
that there was not sufficient time to learn all the tasks each pair had outlined as goals for their cross-
training experience. The team determined that clearer guidelines were necessary regarding the 
complexity and number of tasks being trained. The purpose is to ensure that what is being trained 
can be learned within the 3-month cross-training period. The team also discussed how to move 
forward with expanding the program department-wide. Given the current situation with the City’s 
Safer-at-Home order, new participants will not begin training until circumstances improve. In the 
meantime, the team has decided to move forward with expanding the applicant pool. An e-mail was 
sent to the current applicant pool asking if they are still interested in participating in the cross-training 
program. Another e-mail was sent to Pensions Division staff announcing that the cross-training 
program has moved out of the pilot phase and that applications are now being accepted.  
 
The Cross-Training team will meet in June 2020 to discuss opportunities for the new trainees to 
apply the new skills they learned. Human Resources staff is developing a cross-training interest 
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form to be provided during new employee onboarding along with information on the cross-training 
program and the goals of the program. The onboarding information and form will be presented to 
the team during the June meeting for feedback and approval before being added to the new 
employee onboarding process. 

With the completion of the action items in the June 2020 meeting, in addition to the completed items 
from the April 2020 meeting, all milestones associated with FY 2019-20 Business Plan Project 12: 
Workforce Succession Planning will be met on time.  

BUDGET 

There are no budget changes associated with this report. 

POLICY  

As recommended, there are no Board policy changes. 

This report was prepared by: 

James Schiffhauer, Department Personnel Officer 
Human Resources Section 

RPC:WSR:MT:JS:JB 



 

 

 

DEPARTMENT OF FIRE AND POLICE PENSIONS 
701 E. 3rd Street, Suite 200 

Los Angeles, CA 90013 

(213) 279-3000 
 

 

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS 
 

DATE: MAY 21, 2020  ITEM:  D.1 
 
FROM: RAYMOND P. CIRANNA, GENERAL MANAGER 
 
SUBJECT: APRIL 2020 MONTHLY REPORT AND UPDATE 

 
THIS REPORT IS PROVIDED TO THE BOARD FOR INFORMATIONAL PURPOSES.  
 
DISCUSSION 
 
The April 2020 Monthly Report includes the following notable items: 

 
1) COVID-19 Response Microsite – A COVID-19 Response Page has been added to the LAFPP.com 

homepage to provide members and stakeholders with current information.  The site includes a 
message from the General Manager, and assurances that the fund is stable during these difficult 
times and that monthly pension payments will continue as scheduled. 
 

2) Virtual Financial Planning Education Seminars – Staff is working with Four Square Financial (the 
financial planning consultant) to create virtual seminars for members.  The first webinar trial is 
expected no later than September 30, 2020. 

 
3) FY 2020-21 Mayor’s Proposed Budget & Civilian Furloughs – In his FY 2020-21 Proposed Budget, 

Mayor Garcetti proposed $231M in General Fund efficiencies and service reductions, including 
$81M in savings from civilian furloughs.  Furloughs would equate to a 10% reduction to employee 
salaries through 26 unpaid days (over five weeks) during the fiscal year.  Exemptions to the 
furlough program include departments and positions that are not supported by the General Fund 
and/or provide public safety services.  LAFPP is not identified for furloughs in the Mayor’s 
Proposed Budget, however, staff believes the request may be made formally to demonstrate 
shared sacrifice with other City departments.  In lieu of furloughs, staff plans to reduce the 2020-
21 Preliminary Budget request by $1,000,000 when the 2020-21 Final Budget is presented to the 
Board on June 18, 2020. It is expected the City’s 2020-21 Budget will be revised several times 
next fiscal year as revenue and expenditure data becomes available.  Staff will update the Board 
as adjustments are made to the City’s budget. The City is expected to make its annual required 
contribution (approximately $752.2M) to LAFPP by July 15, 2020.   

 
4) COVID-19 Related Response Efforts – The initial Safer at Home order issued by Mayor Garcetti 

was extended from mid-April through May 15, 2020. The “Safer at Home” period was considered 
Stage I or the crisis management phase of the COVID-19 response, and the first of five stages 
that lead to eventually incorporating a vaccine and adapting to a post-COVID-19 reality. On May 
8, 2020, Mayor Garcetti made adjustments to the Safer at Home order that now allows some retail 
establishments to reopen for curbside pickup or online/phone orders and trails/trailhead parks and 
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golf courses to reopen with certain guidelines. This is now Stage II of the COVID-19 response, or 
otherwise known as “Safer L.A.”  
 

At LAFPP, staff telecommuting schedules have been staggered such that approximately 15% of 
staff are physically onsite on any given working day. LAFPP has also received additional requests 
for DSWs and within the first two weeks of May, approximately eight employees were scheduled 
to work DSW assignments for the Department of Aging Senior Meals and Hotel/Motel Shelters. 
Staff is currently monitoring DSW hours worked to ensure funding is available and department 
work is not critically impacted. 
  
As of pay period ending April 25, 2020, LAFPP has reported a running total of $63,354 in salary 
costs and $22,611 in supplies, fees, and equipment for expenses related to COVID-19 response. 
Of these costs, it should be noted that: (a) $36,000 of salary costs were expended in the pay 
period the Safer at Home order went into effect, while the department transitioned to working from 
home and coordinated staggered work shifts and telecommuting equipment, and (b) $21,500 was 
expended on laptop/device purchases for staff who did not have devices/appropriate devices to 
work from home. Since the initial order went into effect, staff costs related to COVID-19 response 
have decreased significantly per pay period as LAFPP staff has adjusted to the current new 
normal. 
 
Salary expenditures related to COVID -19 are expected to increase during May as staff report to 
various DSW assignments. Staff will keep the Board apprised of these expenditures as the Fund 
should be reimbursed for activities not related to the Trust. 
 

5) Neptune Building Marketing Activity of Vacant Space – At the request of the Board in December 
2019, staff began providing leasing activity to the Board in January 2020.  By including the 
information in this report, the Board will be kept apprised on the efforts to lease out the vacant 
space in the Neptune Building.   
 
The table below provides a summary of the leasing activity for the space for April 2020. 
 

Date Inquiry Type Term 
Projected 

Occupancy Comments 

04/30/2020 No Inquiries -- -- -- 

 
6) Pension Administration System Replacement – The Project Team continues to work on Phase 

4A top functional items which are deployed as part of the monthly build releases for User 

Acceptance Testing. In addition, staff has been busy with the DocuShare and Workflow 

Integration work to meet the June 30, 2020 and December 31, 2020 milestones.  

 

To ensure data accuracy of integrating DocuShare with our PARIS system, the User Acceptance 

Testing (UAT) server is being refreshed with Production data. This would allow the vendor to run 

data matching analysis and provide staff a listing of possible discrepancies for investigation and 

data clean-up. Once this is completed, vendor will continue to work on the integration of data as 

well as the user accounts for testing. 

 

Requirements gathering sessions for the three workflows have been conducted with staff and the 

vendor is currently reviewing the specifications that have been provided. Additional sessions have 

also been scheduled to review the specifications and address vendor questions. 
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Staff continues to work with our vendor to ensure resource availability as we finalize the work 

associated with final phase of the Project, Phase 4B and will continue to update the Board on 

the Project status in the Monthly Reports and the final Quarterly Business Plan Reports. 

 

7) Private Equity - The following private equity funds have closed since the last meeting 
announcement: 
 
On March 5, 2020 the Board, in closed session pursuant to Government Code Section 54956.81, 
approved a commitment of up to $30 million in the following alternative investment: One Rock 
III, L.P. The investment closed on April 6, 2020. Board vote: Ayes 7, Nays 0.  
    
On March 19, 2020 the Board, in closed session pursuant to Government Code Section 
54956.81, approved a commitment of up to £24 million in the following alternative 
investment: Livingbridge 7, L.P.  The investment closed on April 30, 2020. Board vote: Ayes 8 - 
Commissioners Babcock, Navarro, Pendleton, Salimpour, Buzzell, Vega, Webber 
and Zimmon and Nays 1 - President Nathanson. 
.  

 
The following searches and firms are within the Marketing Cessation Period Policy*: 

 

 
Vendor / Contract 

Contract 
Start Date 

Contract 
Expiration 

Date 

Market 
Cessation 
Start Date 

Fixed Income TBD TBD TBD 

FIS Group, Inc.1  
(International Manager of Emerging 
Managers) 

07/01/2017 06/30/2020 03/05/2019 

Los Angeles Capital Management and Equity 
Research, Inc. (Domestic Equity) 

08/01/2017 07/31/2020 02/20/2020 

Payden & Rygel 
(Unconstrained Fixed Income Manager) 

08/01/2017 07/31/2020 05/01/2020 

Scout Investments, Inc. – Reams Asset 
Management Division (Unconstrained Fixed 
Income Manager) 

08/01/2017 07/31/2020 05/01/2020 

AllianceBernstein, L.P. 
(Domestic Equity) 

10/01/2017 09/30/2020 04/15/2020 

Westwood Management Corp. 
(Domestic Equity) 

10/01/2017 09/30/2020 04/15/2020 

 
*Marketing Cessation: In accordance with Section 9.0 of the Investment Policy, from the time the search begins with the Board’s 

approval of the minimum criteria for the search until the search ends with the selection of the firm(s) to receive contract(s), all 
direct marketing contact with firms that meet the search criteria will be limited to meetings with the Consultant, information sent 
to the Consultant or Department, questions about the search directed to the Staff or Consultant, one meeting at the Department’s 
office with Staff and any site visits. The Board members, Department Staff or Consultant will accept no entertainment or gifts of 
any kind from any firm qualifying for the search. This policy does not prohibit contact with potential interview candidates at group 
social events, educational seminars, conferences, or charitable events so long as there is no direct marketing. 

 
1 The Board approved the termination of the FIS contract on June 6, 2019. 
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During the three months prior to the renewal of a contract with a firm currently under contract, the Board Members, Department 
Staff and Consultant will accept no entertainment or gifts from that firm until the contract has been renewed or terminated by the 
Board. Firms who currently have contracts with LAFPP are allowed to continue contact related to the existing contract with Staff 
and the Consultant.  

 
Attachment 
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MONTHLY REPORT 

April 2020 



MEETING 
DATE 

ASSIGNMENT 
STAFF 

PERSON 

DATE DUE 
TO THE 
BOARD 

STATUS 

08/15/19 
Comparison of Health Savings 
Accounts vs. Health Reimbursement 
Accounts 

Eunice 
Zordilla 

05/21/20 
Presentation scheduled for 
May 21 Board meeting. 

03/05/20 

Follow-up items from Associations’ 
annual Health/Dental Plan 
Presentations: 

• Discussion on a self-insured
PPO health plan for Police
retirees

• Summary of member
satisfaction surveys on
health/dental plans

• Request for presentations by
Anthem and Kaiser plan
executives on development of
premium rates

• Specialty vs. generic drug
utilization

• Rates for LAPRA Kaiser plan if
it had the same benefits as the
LAFRA Kaiser plan; can the
Associations’ Kaiser plans be
combined for underwriting
purposes?

• Can LAFRA create a self-
insured plan solely for
members with frozen health
subsidies?

Eunice 
Zordilla 

TBD 

Staff is requesting this 
information and will report 
back once the Associations 
have provided their 
responses. 

Information on the rates for 
LAPRA’s Kaiser plan will be 
presented at the May 21 
Board meeting. 

03/05/20 
Possible incentives for members to 
participate in wellness programs or 
select less expensive plans 

Eunice 
Zordilla 

TBD 
Staff to research this issue 
with City Attorney and/or 
outside legal counsel. 
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A

EQUITIES STOCKS BONDS CASH TOTAL ALLOC. PRIVATE EQUITY BONDS CASH TOTAL ALLOC.
AllianceBernstein (S&P 500 Index) 1,783.4 - 4.3 1,787.8 Abbott Capital 14.3 - - 14.3 
AllianceBernstein (Systematic Value) 481.5 - 1.9 483.3 Hamilton Lane 3.2 - - 3.2 
AllianceBernstein (Russell 1000 Growth Index) 1,401.1 - 2.1 1,403.2 PCA 7.7 - - 7.7 
LA Capital (Enhanced Index-Growth) 472.7 - 1.7 474.4 Fairview Capital 46.2 - - 46.2 
NTI S&P 500 Equal Weight 730.9 - 9.6 740.5 Portfolio Advisors 2,391.4 - - 2,391.4 
NTI Stoxx USA 900 441.3 - 4.4 445.8 Aldus Equity 141.6 - - 141.6 
Boston Partners (Value) 319.0 - 4.6 323.6 TCP 26.6 - - 26.6 
Terminated Domestic Equity Managers - - 0.2 0.2 Stepstone Group 82.5 - - 82.5 
Core Equity Managers (23%) 5,630.0 - 28.8 5,658.8 25.04% TOTAL PRIVATE EQUITY MGRS (12%) 2,713.5 - - 2,713.5 12.01%
Target Differential 2.04% 460.8 Target Differential 0.01% 1.5 

AllianceBernstein (S&P 600 Index) 110.9 - 0.2 111.1 REAL ESTATE
Frontier Capital Mgt. (Growth) 453.3 - 15.0 468.3 AllianceBernstein Global REIT 121.5 - 0.6 122.1 
Channing Capital Mgt. (Core) 53.4 - 0.9 54.3 Principal Global REIT 166.6 - 3.4 170.0 
Denali Advisors 54.9 - 1.5 56.4 Principal U.S. REIT 167.4 - 2.1 169.5 
Eastern Shore Capital 52.4 - 1.3 53.7 Cohen & Steers U.S. REIT 169.4 - 3.5 172.8 
Lisanti Capital 53.5 - 0.1 53.6 Terminated REIT Managers - - - - 
Palisade Capital Management (Core) 65.2 - 3.0 68.2 REIT Managers (3.0%) 624.9 - 9.6 634.5 2.81%
PIMCO Stocks Plus 168.6 - - 168.6 
Phocas Financial (Value) 49.2 - 1.4 50.6 Target Differential (0.19)% (43.5)
Westwood Management (Value) 178.2 - 6.3 184.5 REAL ESTATE COMMINGLED FUNDS SUMMARY
AllianceBernstein (Value) 165.8 - 2.2 168.0 Total Pooled Funds 784.6 - - 784.6 3.47%
Terminated Small Cap Equity Managers - - 0.0 0.0 REAL ESTATE SEPARATE ACCT. SUMMARY BY MANAGER
Small Cap. Equity Mgrs (6%) 1,405.4 - 31.9 1,437.3 6.36% AEW (Heitman, Sentinel) 472.5 - - 472.5 
Target Differential 0.36% 81.3 Neptune Building 33.3 - - 33.3 

Real Estate Equity Mgrs 505.8 - - 505.8 2.24%
Brandes Investment Partners (Value) 761.4 - 7.0 768.4 TOTAL REAL ESTATE (10%) 1,915.3 - 9.6 1,924.9 8.52%
Fisher Asset Mgt. (Core) 2.0 - 0.9 2.8 Target Differential (1.48)% (335.1)

Blackrock (Core Passive) 959.9 - 5.6 965.6 COMMODITIES
Baille Gifford (Growth) 914.6 - 11.0 925.6 Alliance (Commodities, Public Equity) 620.4 - 9.8 630.2 
Boston Common (ESG) 29.8 - 0.3 30.1 Gresham Invest. Mgmt. (Commodities, Active) 66.4 - 13.6 80.0 
Principal Global Int'l Small Cap 162.4 - 2.8 165.3 Goldman Sachs (Commodities, Enhanced Index) 81.6 - - 81.6 
Victory Capital Mgt. Small Cap 172.1 - 1.9 174.0 PA (Commodities, Private Equity) 112.5 - - 112.5 
FIS (Mgr of Emerging Mgrs) International 0.4 - 0.5 0.8 TOTAL COMMODITIES (5.0%) 880.9 - 23.4 904.3 4.00%
Terminated Int'l Equity Managers 0.2 - - 0.2 Target Differential (1.00)% (225.7)
Int'l Equity Mgrs (16%) 3,002.8 - 30.0 3,032.8 13.42%
Target Differential (2.58)% (583.2) CASH
Harding Loevner 399.8 - 10.0 409.7 HOUSE ACCOUNTS
Dimensional Fund Advisors 466.7 - 3.2 469.9 Tier 1 (Article 17) - - 35.4 35.4 
Terminated Int'l Emerg. Mkts. Mgrs. - - - - Tier 2 (Article 18) - - 379.6 379.6 
Int'l Emerg. Mkts Mgrs (5.0%) 866.5 - 13.2 879.7 3.89% Tier 3 (Article 35) - - 46.4 46.4 
Target Differential (1.11)% (250.3) Tier 4 (New) - - 13.9 13.9 
TOTAL EQUITIES MGRS (50.0%) 10,904.7 - 103.9 11,008.6 48.71% Tier 5 (New) - - 340.6 340.6 
Int'l Tax Reclaims - - 0.4 0.4 Tier 6 (New) - - 60.1 60.1 

FIXED INCOME CASH SUMMARY
Northern Trust (Fixed Income Index) - 810.0 5.4 815.4 Unallocated Cash Reserve (1%) - - 876.0 876.0 3.88%
Reams Asset Mgmt. (Opportunistic) - 768.2 46.9 815.1 Target Differential 2.88% 650.0 
LM Capital (Opportunistic) - 333.6 6.6 340.2 Transition - - - - 
GIA Partners (Opportunistic) - 51.9 0.8 52.7 
Semper Capital Mgt. - 48.6 0.5 49.2 PRIVATE REAL  
Loomis Sayles (Long Duration) - 798.0 1.3 799.3 EQUITY STOCKS BONDS ESTATE CASH TOTAL
CA Comm. Mort. Fund - 0.4 (0.0) 0.4 ACTUAL ASSET MIX
Bridgewater (TIPS) - 406.1 - 406.1 Current Month 880.9 2,713.5 10,911.9 5,085.9 1,915.3 1,092.3 22,599.9 
Reams Asset Mgmt. (Passive TIPS) - 745.5 0.4 745.9 3.90% 12.01% 48.28% 22.50% 8.47% 4.83% 100.00%
Bridgewater Pure Alpha - 67.1 - 67.1 Last Month 852.8 2,672.2 9,721.4 4,932.5 1,878.5 1,258.4 21,315.9 
Core Bond Mgrs  (17.0%) - 4,029.3 62.0 4,091.4 18.10% % Change 3.29% 1.54% 12.25% 3.11% 1.96% -13.19% 6.02%
Target Differential 1.10% 249.4 

MacKay Shields 7.2 583.5 17.0 607.7 
High Yield Bond Mgrs (3.0%) 7.2 583.5 17.0 607.7 2.69%
Target Differential (0.31)% (70.3)
Reams Asset Mgmt. (Unconstrained) - 252.2 - 252.2 
Payden & Rygel (Unconstrained) 220.8 - 220.8 Note: City Pension Contribution  received on 7/12/19

Unconstrained Fixed Income (2.0%) 473.1 - 473.1 2.09%
Target Differential 0.09% 21.1 Subtotals & totals may not sum up exactly due to rounding.

Note: Data is unaudited; Dollars expressed in Millions.  
TOTAL FIXED INCOME MGRS (22.0%) 7.2 5,085.9 79.0 5,172.2 22.89%

  COMMODITIES

Portfolio as of April 30, 2020

TOTAL FUND

STOCKS / EQUITY / RE
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Total Fund Portfolio Allocation
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8/31/2018

COMMINGLED FUNDS EQUITY POOLED CASH TOTAL ALLOC.
AEW Partners V NA 0.1 - 0.1
Almanac Securities Realty VII NA 21.6 - 21.6
Almanac Securities Realty VIII NA 6.8 - 6.8
Asana Partners NA 33.9 - 33.9
Asana Partners II NA 2.4 - 2.4
Berkshire Multifamily Income Realty Fund NA 30.5 30.5
Buchanan Fund IV NA 0.9 - 0.9
Calif Smart Growth IV NA 2.5 - 2.5
Capri Urban Investors NA 8.3 - 8.3
CIM Real Estate Fund III NA 15.3 - 15.3
CIM Urban REIT, LLC NA 0.0 - 0.0
CityView LA Urban Land Fund NA 0.0 - 0.0
Clarion Lion NA 124.4 - 124.4
Colony VIII NA 0.5 - 0.5
CPI Capital Europe (A NA 0.5 - 0.5
Exeter Industrial NA 31.6 - 31.6
Gerrity Retail Fund NA 30.5 - 30.5
Heitman Value Partners II NA (0.1) - (0.1)
Heitman Asia Pacific Property Investors NA 25.6 - 25.6
Heitman American Realty Trust (HART) NA 70.7 - 70.7
Jamestown Premier NA 56.3 - 56.3
Kayne Anderson Core NA 24.8 - 24.8
LaSalle Asia Opp. II NA 0.0 - 0.0
LBA Logistics VII NA 4.9 - 4.9
Metlife Core Property NA 111.3 - 111.3
Noble Hospitality NA 0.0 - 0.0
Principal Green I NA 0.2 - 0.2
Prudential PRISA NA 82.0 - 82.0
Rothschild Five Arrows Realty V (Almanac) NA 0.0 - 0.0
Savanna Real Estate Fund III NA 37.8 - 37.8
Starwood Distressed Opp IX NA 10.1 - 10.1
Standard Life Investments NA 1.5 - 1.5
Standard Life Investments Euro RE Club II NA (0.0) - (0.0)
Stockbridge RE Fund II NA 2.7 - 2.7
Unico Core Plus Partners NA 46.0 - 46.0
Unico Partners I NA 0.2 - 0.2
Value Enhancement V (Ares) NA 0.5 - 0.5

Total 784.6 - 784.6 3.47%

SEPARATE ACCOUNT PROPERTIES EQUITY POOLED CASH TOTAL ALLOC.
AEW (Heitman) - 121 W. Chestnut 73.5 NA - 73.5
AEW (Heitman) - Woodland Plaza 22.0 NA - 22.0
AEW (Heitman) - Twin Creeks Village 32.2 NA - 32.2
AEW (Heitman) - Sea Isle, Inc. 39.4 NA - 39.4
AEW (Sentinel) - Riverplace 31.3 NA - 31.3
AEW (Sentinel) - Walmart Building at Water Ridge 22.1 NA - 22.1
AEW (Sentinel) - Windward Place Apts. 33.9 NA - 33.9
AEW (Sentinel) - Jefferson Town Center Apts 60.4 NA - 60.4
AEW (Sentinel) - St. Louis Industrial 0.0 NA - 0.0
AEW (Sentinel) - NorthPointe Exec. Park 32.7 NA - 32.7
AEW (Sentinel) - Aerial Center Exec. Park 54.4 NA - 54.4
AEW (Sentinel (Urdang)) - Shadeland Station 0.0 NA - 0.0
AEW (Sentinel (Urdang)) - Exelon Building 0.7 NA - 0.7
AEW - Sycamore Hills Plaza 34.4 NA - 34.4
AEW - Novel Lockwood Glen 35.6 NA - 35.6
Neptune Building 33.3 NA 33.3
Real Estate Managers Total Committed
AEW (Heitman, Sentinel (Urdang)) 472.5 

Total 505.8 2.24%

 Real Estate Summary
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Manager 1-month 3-month 1-year 3-years 5-years FYTD

Total Fund 6.82 % -7.01 % -0.44 % 5.32 % 5.52 % -1.90 %

S & P 500 Index 12.82 % -9.26 % 0.86 % 9.04 % 9.12 % 0.62 %

Total Equity 11.76 % -13.44 % -7.09 % 4.11 % 4.84 % -6.76 %

S & P 500 Index 12.82 % -9.26 % 0.86 % 9.04 % 9.12 % 0.62 %

Total Domestic Equity 13.76 % -11.57 % -3.70 % 7.00 % 7.48 % -3.33 %

Russell 3000 Index 13.24 % -10.33 % -1.04 % 8.02 % 8.33 % -1.14 %

Total Large Cap Equity 13.27 % -9.49 % 0.19 % 9.05 % 9.02 % 0.04 %

S & P 500 Index 12.82 % -9.26 % 0.86 % 9.04 % 9.12 % 0.62 %

Total Small Cap 15.99 % -19.83 % -18.02 % -0.56 % 1.79 % -15.99 %

Russell 2000 Index 13.74 % -18.47 % -16.39 % -0.82 % 2.88 % -15.32 %

Total International Equity 8.49 % -16.46 % -12.38 % -0.36 % 0.72 % -12.11 %

MSCI ACWI ex-US 7.64 % -15.13 % -11.07 % 0.24 % 0.31 % -11.50 %

Total International Developed Markets 7.50 % -16.88 % -12.11 % -0.28 % 0.68 % -12.02 %

MSCI ACWI ex-US 7.64 % -15.13 % -11.07 % 0.24 % 0.31 % -11.50 %

Total International Emerging Markets 9.93 % -16.62 % -14.97 % -1.17 % 0.39 % -14.11 %

MSCI Emerging Markets Index 9.18 % -12.48 % -11.65 % 0.94 % 0.28 % -10.44 %

Total Fixed Income 4.63 % 3.09 % 11.63 % 5.93 % 4.79 % 8.30 %

Bloomberg Barclays Universal 2.00 % 1.51 % 9.15 % 4.78 % 3.79 % 6.00 %

Total Core Fixed Income 3.36 % 4.81 % 15.31 % 7.02 % 5.24 % 11.06 %

Bloomberg Barclays Aggregate 1.78 % 3.00 % 10.84 % 5.17 % 3.80 % 7.56 %

Total High Yield 4.51 % -7.36 % 2.20 % 2.96 % 4.76 % -3.49 %

LAFPP HY Benchmark
1

3.80 % -9.83 % -5.27 % 1.42 % 3.20 % -6.35 %

Total REITs 7.86 % -18.96 % -9.35 % 3.34 % 4.08 % -11.36 %

LAFPP REIT Benchmark
2

7.97 % -20.84 % -13.95 % -0.08 % 1.71 % -15.01 %

Total Commodities 4.43 % -15.76 % -15.68 % -2.53 % -2.26 % -15.99 %

Bloomberg Commodities Index TR -1.54 % -18.48 % -23.18 % -8.62 % -9.07 % -22.58 %

Footnote:
1 

LAFPP HY Benchmark: CS HY Index thru 12/31/11 & BofA ML US HY Master II Cnst Index thereafter.

2 
LAFPP REIT Benchmark: Dow Jones US Select RE Securities Index thru 12/31/13, 50% FTSE EPRA/NAREIT Global RE Index & 50% Dow Jones 

US Select RE Securities Index thereafter.

Preliminary Return Information as of April 30, 2020
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(Data through April 30, 2020) 

 DISABILITY PENSIONS 

*Claims filed include the following: Disability, Active Member Death, Dependent Child/Parent.

Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec Total

2018 3 4 1 3 0 2 3 2 2 1 2 1

2019 3 3 4 6 3 2 0 5 4 2 0 1

2020 2 5 1 0

0

1

2

3

4

5

6

7

8

9

10

Total Claims Filed*

8

Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec

2018 2 1 1 1 3 3 1 1 2 0 0 0

2019 1 0 2 2 1 2 0 2 0 0 2 1

2020 0 0 0 0

0

1

2

3

4

Withdrawn Claims

24 

33 
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Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec

2018 67 70 69 70 67 63 65 64 63 64 66 66

2019 67 68 70 73 73 73 72 72 74 73 71 66

2020 67 68 65 60
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Total Claims Pending - All

Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec

2018 49 49 48 49 46 44 45 47 47 48 48 49

2019 51 53 56 57 59 59 58 58 60 60 58 54

2020 55 58 55 51
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Total Claims Pending - Disability Pensions 

Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec

2018 18 21 21 21 21 19 20 17 16 16 18 17

2019 16 15 14 16 14 14 14 14 14 13 13 12

2020 12 10 10 9

0
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Total Claims Pending - Active Member Deaths

Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec

2019 1 1 1 2 3 3 3 5 8 3 5 4

2020 4 5 3 2
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3
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5
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8
9

Claims Pending - Ready to Schedule for Board Hearing
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*Claims include the following: Disability, Active Member Death, Dependent Child/Parent.

*Claims include the following: Disability, Active Member Death, Dependent Child/Parent.  Months with
zero (0) indicate no claims presented to the Board that month.

Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec Total

2018 1 2 1 1 1 3 0 3 1 0 0 3

2019 1 2 0 3 3 0 1 3 3 5 1 6

2020 1 4 4 6
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Total Claims Presented to the Board*

Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec

2018 39.7 0.4 20.2 18.9 0.1 14.5 0 10.4 31.7 0 0 5.8

2019 13.4 13.7 0 6.9 14.9 0 45.5 26.4 14.9 13.5 0.5 25.1

2020 8.3 29.6 29.8 19.4
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M
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Avg. Processing Time for Claims Presented to the Board*

 15 

16 

28 
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 DROP PROGRAM 
*Data may change due to timing of processing transactions.

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD

2018 4 129 43 39 29 26 35 25 26 39 48 53 496

2019 246 5 14 16 15 14 10 17 7 9 16 5 374

2020 7 41 22 15 85
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240
270

DROP Entries

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD

2018 62 27 28 41 34 22 21 14 12 7 2 7 277

2019 73 38 46 39 25 33 29 22 17 5 9 10 346

2020 56 52 57 37 202

Projected 2020 17 32 9 17 12 7
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DROP Exits

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2018 1,329 1,431 1,447 1,445 1,439 1,443 1,455 1,466 1,482 1,513 1,558 1,604

2019 1,779 1,746 1,713 1,689 1,687 1,658 1,649 1,642 1,633 1,636 1,642 1,637

2020 1,588 1,577 1,542 1,519
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DROP Participants
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  SERVICE PENSIONS 

Current 
Month 

Fiscal Year 
To Date 

12 Month 
Moving Avg. 

Service Pensions (by Approval Date) 8 67 7 

 SURVIVORSHIP PENSIONS 

Current 
Month 

Fiscal Year 
To Date 

12 Month 
Moving Avg. 

Surviving Spouse/Domestic Partner 
Pension Applications Processed 12 163 16 

Survivor Benefit Purchase Program 0 3 1 

Total Surviving Spouse/DP Applications 
Processed and Survivor Benefit Purchase 
Program Granted 12 166 

 ACTIVE MEMBER SERVICES 

Current 
Month 

Fiscal Year 
To Date 

12 Month 
Moving Avg. 

Refund of Contributions 

Fire 0 1 0 

Police 14 77 8 

Harbor 0 2 0 

Airport 0 5 0 

Basic Training Purchases (completed) 

Fire 7 69 7 

Police 23 339 31 

Harbor 0 2 0 

Airport 0 1 0 

Public Service Purchases (PSP) 

Completed Purchases 0 6 1 

Avg. Years of Service (YOS) Purchased N/A 2.50 2.50 

Avg. Cost per YOS Purchased N/A $38,951 $38,951 
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  MEMBER OUTREACH ACTIVITIES 

Date Type of Outreach 
Number of 

Participants 
Tier 

 No events in April 2020 due to COVID-19 pandemic.   

Upcoming Events 

No events planned for May 2020 due to COVID-19 pandemic. 

Outreach Activity Totals 

 Current Month Fiscal Year to Date 

Members Reached 0 2,538 

-# of Recruit Talks 0 8 

-# of Financial Planning Education Seminars 0 14 

-# of Other Outreach Events 0 44 
 Note:  The number of participants for “Information Table” events is an estimate.  Staff are available to answer questions, check 
 personal information, and collect forms at these events.   

 
 

NEW PROJECTS 
 

COVID-19 RESPONSE MICROSITE 

A COVID-19 Response Page was added to the homepage of our website to provide our 

members and stakeholders with current information on LAFPP services and other 

resources during the COVID-19 crisis.  Information includes a message from the General 

Manager, reassurance about the stability of the fund, and that monthly pension payments 

will continue as scheduled.  The site also provides links to other government resources 

for those who may need assistance. 

 

VIRTUAL FINANCIAL PLANNING EDUCATION (FPE) SEMINARS 

Staff is working with Four Square Financial, our FPE consultant, to create virtual FPE 

seminars for members.  We anticipate the first trial webinar to occur no later than 

September 30, 2020. 

 

UPDATED PROJECTS 
 

DIRECT DEPOSIT TRANSITION 

In an effort to enhance customer service and efficiency, and reduce our administrative 

costs, the Retirement Services Section is working to reduce the usage of physical checks 

by 50% and have pensioners voluntarily enroll in direct deposit.  At the outset of this 

project, there were approximately 500 pensioners (3% of all pensioners) receiving their 

monthly payments by check.  Pensioners on direct deposit receive their pension 

payments directly to their bank account on the last working day of the month, compared 

to the unpredictability of the weather or other external factors that could delay the receipt 

of physical checks via U.S. Mail.  Additionally, replacement of misplaced or lost checks 

can take up to six weeks from the original payment date. 

 

Pensioners currently receiving physical checks were mailed correspondence regarding 

the benefits of direct deposit and an election form by September 30, 2019.  A second 
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mailing went out to pensioners on December 31, 2019.  Pensioners will also be advised 

that they may sign up for direct deposit online using MyLAFPP.  Staff also emailed the 

same correspondence and direct deposit forms to the affected members and posted the 

information to the LAFPP website.  

 

[UPDATE: Staff continues to work with pensioners receiving physical checks. As of April 
30, about 35% of the approximately 500 pensioners have transitioned to direct deposit.  
Staff implemented a new Direct Deposit Election Form in February, which includes a 
Direct Deposit “Opt-Out” Election form for all new pensioners.  A third and final mailing 
was sent to the remaining check recipients on March 31, 2020.] 
 
MyLAFPP REDESIGN 
As part of the implementation of our new pension administration system, PARIS, Staff 
has worked with the consultant on the redesign of MyLAFPP, our member self-service 
web portal.  The redesign includes enhanced features and more self-service options for 
members.  The prior MyLAFPP site was disabled beginning January 1, 2019. This 
information was communicated to all members through newsletters, social media, and 
the website. The new MyLAFPP went live the last week of May 2019.  
 
[UPDATE: Staff continues to work with the consultant to finalize new MyLAFPP 
functionality, including seminar registration and beneficiary updates.  Additionally, staff is 
working with the consultant to develop an electronic “drop box” to allow members to 
submit forms and documents securely within MyLAFPP.] 
 
COURT REPORTING SERVICES 

At the December 19, 2019 meeting, the Board approved Staff to release a Request for 

Proposal (RFP) for court reporting services.  

 

[UPDATE: The Board approved Staff’s recommendation to award a three-year court 
reporting services contract to U.S. Legal Support at the May 7, 2020 Board meeting.] 
 

UNCHANGED PROJECTS 
 
None. 
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 NEW PROJECTS 

FY 2020-21 MAYOR’S PROPOSED BUDGET & CIVILIAN FURLOUGHS 

In his FY 2020-21 Proposed Budget, Mayor Garcetti proposed $231 million in General 

Fund savings through identified efficiencies and service reductions, which included $81 

million in savings from a proposed civilian Furlough Program. Furloughs would equate to 

26 unpaid days in the year or a 10% salary reduction (one unpaid day every two week 

pay period). Exemptions to the furlough program would include departments and 

positions that are not supported by the General Fund and/or provide public safety 

services. As LAFPP is responsible for its own funds, it was not identified for furlough 

savings within the Mayor’s Proposed Budget. Nonetheless, LAFPP may still be requested 

by City stakeholders to participate in furloughs, as was the case during the Great 

Recession.  
 

The FY 2020-21 Proposed Budget for LAFPP, as approved by the Board on March 19, 

2020, allocated $24.62 million to the department’s Administrative Expense budget, which 

included a 7% savings rate applied to staff salaries (equivalent to a $950,000 reduction). 

With additional consideration now to the Mayor’s proposed furloughs, rather than 

furloughing its employees, LAFPP is proactively looking to identify further savings in its 

Administrative Expense Budget by applying an additional reduction of roughly $1 million. 

As part of its Final Budget recommendation, LAFPP is looking at its FY 2020-21 hiring 

plan and reducing/staggering hires through the year, re-evaluating travel requests as 

many training events are either canceled or being alternatively offered as virtual events, 

and assessing other potential accounts to identify the additional $1 million in savings. 

Staff will be presenting LAFPP’s final budget to the Board on June 18, 2020. 
 

The Mayor’s budget proposal is anticipated to be considered by the City Council later in 

May. This year, departmental budget hearings were not scheduled amidst safety 

concerns for the large number of required attendees as well as the current unpredictable 

nature of anticipated revenues and costs. It is anticipated that the budget will be re-

evaluated several times throughout this upcoming fiscal year. It should be noted the 

Mayor’s proposed budget includes a recommendation for the City Council to adopt a 

COVID-19 Revenue Recovery policy that will prioritize restoring reserves and special 

funds before consideration of cancelling furloughs. Staff will continue to provide the Board 

with updates to the City’s budget. 

 
 

UPDATED PROJECTS 

NEPTUNE BUILDING MARKETING ACTIVITY OF VACANT SPACE 
 
At the request of the Board in December 2019, staff began providing leasing activity to 
the Board in January 2020.  By including the information in this report, the Board will be 
kept apprised on the efforts to lease out the vacant space in the Neptune Building.   
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The property management company, Total Commercial Real Estate (TCRE) currently has 
the exclusive right to market the space and negotiate all leases for the Building.  Under 
this agreement, they successfully negotiated and executed a lease with KC Beauty on 
October 18, 2018.  Additionally, TCRE brought us a viable Letter of Intent (LOI) from a 
prospective tenant in late April 2019 for the one remaining vacant space.  However, this 
LOI was not accepted based on the tentative agreement to move the City Attorney’s 
Office, Public Pensions General Counsel Division, into the space.  At that time, the vacant 
space was removed from the marketing platforms.  Subsequently, TCRE started 
marketing the space again on October 14, 2019 and in November 2019 the City Attorney’s 
Office notified LAFPP they had decided to move to the newly acquired LACERS 
Headquarter building.  

The table below provides a summary of the leasing activity for the space for April 2020. 

Date Inquiry Type Term 
Projected 

Occupancy Comments 

04/30/2020 No Inquiries -- -- -- 

COVID-19 RELATED RESPONSE EFFORTS 

In response to "Safer at Home" measures as directed by Governor Newsom and Mayor 
Garcetti, on March 20, 2020 LAFPP closed its offices to in-person visits. Since then, the 
department has worked to transition staff to staggered shifts onsite and/or telecommuting 
as the department continues to provide regular member services while promoting social 
distancing and additionally reducing necessary staff presence onsite. 

The City has also activated the Disaster Service Workers (DSW) Program. All California 
public employees, including City employees, take an oath to serve as Disaster Service 
Workers upon activation by the Mayor. In March, one employee worked a DSW shift, 
helping to staff a City recreation center supporting homeless individuals during the Safer 
at Home orders. 

Staff continues to monitor all communications from the Emergency Operation Center 
(EOC) and provide reporting for COVID-19 related efforts and costs as requested by the 
Mayor's Office, City Administrative Officer (CAO), and the Personnel Department. In 
additional to bi-weekly General Manager status reports to the EOC, staff is providing bi-
weekly COVID-19 response costs to the CAO, which will be pursuing potential 
reimbursement streams.  

[UPDATE: The initial Safer at Home order issued by Mayor Garcetti was extended from 
mid-April through May 15, 2020. The “Safer at Home” period was considered Stage I or 
the crisis management phase of the COVID-19 response, and the first of five stages that 
lead to eventually incorporating a vaccine and adapting to a post-COVID-19 reality. On 
May 8, 2020, Mayor Garcetti made adjustments to the Safer at Home order that now 
allows some retail establishments to reopen for curbside pickup or online/phone orders 
and trails/trailhead parks and golf courses to reopen with certain guidelines. This is now 
Stage II of the COVID-19 response, or otherwise known as “Safer L.A.”  
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At LAFPP, staff telecommuting schedules have been staggered such that approximately 
15% of staff are physically onsite on any given working day. LAFPP has also received 
additional requests for DSWs and within the first two weeks of May, approximately eight 
employees were scheduled to work DSW assignments for the Department of Aging 
Senior Meals and Hotel/Motel Shelters. Staff is currently monitoring DSW hours worked 
to ensure funding is available and department work is not critically impacted. 
  

As of pay period ending April 25, 2020, LAFPP has reported a running total of $63,354 in 
salary costs and $22,611 in supplies, fees, and equipment for expenses related to 
COVID-19 response. Of these costs, it should be noted that: (a) $36,000 of salary costs 
were expended in the pay period the Safer at Home order went into effect, while the 
department transitioned to working from home and coordinated staggered work shifts and 
telecommuting equipment, and (b) $21,500 was expended on laptop/device purchases 
for staff who did not have devices/appropriate devices to work from home. Since the initial 
order went into effect, staff costs related to COVID-19 response have decreased 
significantly per pay period as LAFPP staff has adjusted to the current new normal. 
However, these expenditures are expected to increase as staff are now being scheduled 
for various DSW assignments.] 
 

WORKFORCE SUCCESSION PLANNING – CROSS TRAINING PILOT PROGRAM 

Fiscal Year 2019-20 Business Plan Project No. 12 – Workforce Succession Planning – 
expands on the prior FY Business Plan project with a new focus on developing and 
implementing a cross-training pilot program for LAFPP employees. 
 
Our first milestone by December 31, 2019, was to develop goals and selection criteria, 
identify sections / positions to participate in pilot program, and begin the pilot program.  
To that end, the cross-training team 1) established our goal to cross train two employees 
across two sections over a span of three months to prepare employees for promotional 
opportunities and gain valuable pensions related experience; 2) discussed and 
determined that the selection of sections / positions that will participate in the pilot 
program would be based on the number and type of applications that are submitted and 
process driven; 3) formally announced the Pilot Program; 4) distributed and collected 
Trainee and Trainer applications; and 5) selected and matched two pairs.  The cross-
training pilot program lasted approximately 3 months, ending on March 13, 2020.  
  
[UPDATE: The cross-training team met in early May to review end of program evaluations 
submitted by both pairs of trainers-trainees, as well as to share ideas to improve the 
program, including how to provide opportunities to the newly trained staff to apply their 
new skills.  Recruitment efforts are under way to solicit new interest to augment the 
current supply of applications.  The cross-training team will meet in June to begin 
selection process for new pairs to participate in the expanded cross-training program.] 
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PENSION ADMINISTRATION SYSTEM REPLACEMENT 

The Board awarded the contract to Conduent (formerly Xerox) on May 21, 2015 and 
implementation of the project began in July 2015. The new system that is being developed 
was later named PARIS (Pension and Retirement Information System). For the last 
couple of years, staff has worked with the Conduent team to setup the hosting 
environment, confirm and document the various specifications for PARIS, and deliver in 
phases, newly developed system functionality for testing and validation by LAFPP staff. 
The major system functionalities delivered include Core Calculations for Service 
Retirement, DROP, Disability, and Terminations as well as Secondary Calculations 
involving Service Purchases, Enrollment, Deaths, and QDROs. All discrepancies and 
defects were logged and addressed for resolution and re-testing.  
 
[UPDATE: The Project Team continues to work on Phase 4A top functional items which 

are deployed as part of the monthly build releases for User Acceptance Testing. In 

addition, staff has been busy with the DocuShare and Workflow Integration work to meet 

the June 30, 2020 and December 31, 2020 milestones, as approved by the Board on April 

16, 2020.  

 

To ensure data accuracy of integrating DocuShare with our PARIS system, the User 

Acceptance Testing (UAT) server is being refreshed with Production data. This would 

allow the vendor to run data matching analysis and provide staff a listing of possible 

discrepancies for investigation and data clean-up. Once this is completed, the vendor will 

continue to work on the integration of data as well as the user accounts for testing. 

 

Requirements gathering sessions for the three workflows that have a June 30, 2020 

deadline have been conducted with staff and the vendor is currently reviewing the 

specifications that have been provided. Additional sessions have also been scheduled to 

review the specifications and address vendor questions. 

 

Staff continues to work with our vendor to ensure resource availability as we finalize the 

work associated with final phase of the Project, Phase 4B and will continue to update the 

Board on the Project status in the Monthly Reports and the final Quarterly Business Plan 

Reports.] 

 

NETWORK SECURITY 
 

To ensure member’s Personally Identifiable Information (PII) is secure, staff has taken 

additional measures to protect PII within our computer network environment.  In addition 

to ensuring the Department meets all the required Cyber-Security measures, staff has 

identified and quarantined files that contain PII and researched best practices for data 

encryption.  Staff will present to the Board its preferred solution(s) in February 2020 and 

may request approval to fund related costs. 

 

[UPDATE: Staff provided the Board with an updated Cyber Security Posture report on 

March 5, 2020, and will report back to the Board when data encryption is implemented.] 
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UNCHANGED PROJECTS 

 

CREATION OF TWO NEW CLASSIFICATIONS – BENEFITS ANALYST & SENIOR 
BENEFITS ANALYST 

LAFPP began the effort to create two new classifications to bridge the gap between the 
existing classifications of Benefits Specialist and Chief Benefits Analyst.  This effort is 
consistent with Goal 5 of the 2019-21 Three-Year Strategic Plan, Build and Support A 
Talented Workforce, by establishing a career ladder in the Benefits series that would 
provide advancement opportunity and help retain our employees.  On September 27, 
2018, the Board of Civil Service Commissioners officially approved the creation of the 
new classes and class specifications for Benefits Analyst (Class Code 9108) and Senior 
Benefits Analyst (Class Code 9109).  On December 6, 2018, the Personnel Department 
notified the Office of the City Administrative Officer (CAO) of the creation and requested 
that they establish a salary for the new classes. On June 14, 2019, the Executive 
Employee Relations Committee (EERC) established the salaries for the new 
classifications.  On August 30, 2019, the City Council approved the creation of the two 
new classifications.  The next step in the process is for eligible staff to informally meet 
with the Personnel Department to discuss transition to the new classifications. 

 

[UPDATE: The informational meeting with Personnel Department, scheduled for March 
2020, has been placed on hold until normal business operations resume.] 
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DEPARTMENT OF FIRE AND POLICE PENSIONS
BUDGET TO ACTUAL - RECEIPTS AND EXPENSES
As of April 30, 2020 (83% of year) 

(A) (B) (C) (D) (E)

DIFFERENCE

(UNDER)/OVER VARIANCE

ADJUSTED ACTUAL YEAR END PROJECTED %

BUDGET YEAR TO DATE PROJECTIONS (C - A = D) (D / A = E)

RECEIPTS
General Fund1 705,075,973$   705,075,973$   705,075,973$   -$  0%

Less: Excess Benefit Plan1 (2,095,442)  (2,095,442)  (2,270,466) (175,024)  8%

Special Fund (Harbor) 5,183,156  5,183,156  5,183,156 - 0%

Special Fund (Airport) 1,687,886  1,687,886  1,687,886 - 0%

Member Contributions2, 3 155,938,944  128,446,736  151,310,777  (4,628,167)  -3%

Earnings on Investments 468,900,000   437,240,409  468,900,000  - 0%

Miscellaneous4 1,500,000  421,722 450,000 (1,050,000)  -70%

 Total Receipts 1,336,190,517$   1,275,960,440$   1,330,337,326$   (5,853,191)$   0%

EXPENSES
Service Pensions 710,000,000$   598,690,096$   720,442,568$   10,442,568$   1%

Service Pensions - DROP Distributions 162,192,000  120,999,136 145,959,185  (16,232,815)  -10%

Disability Pensions 113,000,000 92,764,897 111,689,399   (1,310,601)  -1%

Surv. Spouse/Domestic Partner Pensions 132,000,000 112,839,369 135,269,139   3,269,139  2%

Minor/Dependent Pensions 3,900,000 2,922,274 3,442,386  (457,614)  -12%

Refund of Contributions 4,500,000 3,577,634 4,293,161  (206,839)  -5%

 Subtotal Pension Benefits 1,125,592,000$   931,793,406$   1,121,095,838$   (4,496,162)$   0%

Health Insurance Premium Subsidy 127,000,000 105,414,325 126,806,933 (193,067)  0%

Dental Insurance Premium Subsidy 4,650,000 3,676,495 4,421,871   (228,129)  -5%

Medicare Reimbursement 15,500,000 9,856,731 11,857,397  (3,642,603)  -24%

Health Insurance Premium Reimbursement 1,300,000 935,518   1,247,357  (52,643)  -4%

      Subtotal Health Benefits 148,450,000$   119,883,069$   144,333,558$   (4,116,442)$   -3%

Total Benefits Expenses 1,274,042,000$   1,051,676,475$   1,265,429,396$   (8,612,604)$   -1%

Investment Management Expense 106,908,329 32,853,286 106,663,256 (245,073)  0%

Administrative Expense5 25,604,985 22,213,728  25,427,182 (177,803)  -1%

Total Expenses 1,406,555,314$   1,106,743,489$   1,397,519,834$   (9,035,480)$   -1%

RECEIPTS OVER EXPENSES6 (70,364,797)$   169,216,951$   (67,182,508)$   (3,182,289)$   

YTD

CURRENT MOVING

MONTH AVERAGE

PENSION PAYROLL 111,877,611$   104,809,884$   

1 Represents the City of Los Angeles (City) General Fund Annual Required Contribution, including the amount earmarked to pay excess benefits and associated
administrative costs in compliance with IRC Section 415. On November 19, 2019, funds totaling $175,024 from the prior fiscal year were re-appropriated to the
current year Excess Benefit Plan (EBP) fund budgeted at $2,095,442. Since the EBP revenue is not transferred to LAFPP, it is excluded from the department's
total revenue.
2 Year-to-Date Committed includes partial Pay Period 1 (July 1-6, 2019) through Pay Period 21. Revenue from member buybacks is classified as Member 
Contributions effective Fiscal Year 2019.

5 Actual Year-to-Date reflects Year-to-Date commitments which include encumbrances and expenditures. 
6 Figures may be rounded.

a) For fiscal year ending June 30, 2018, the City transferred funds totaling $26,193 on December 4, 2019.
b) For fiscal year ending June 30, 2019, it is anticipated that the City will transfer the available funds totaling $30,123 in the fourth quarter of the current fiscal
year.
4 Reflects miscellaneous receipts from various sources.

3 Inclusive of the following transfers of the City's Tier 5 Defrayal Costs to LAFPP current year Member Contributions (budgeted at $155,938,944), for Tier 5 
members' purchase of service credit or pay back of missed contributions for service occurring between January 1, 2002 and June 30, 2006:

22



DEPARTMENT OF FIRE AND POLICE PENSIONS
BUDGET TO ACTUAL - ADMINISTRATIVE AND INVESTMENT MANAGEMENT EXPENSES
As of April 30, 2020 (83% of year) 

ADMINISTRATIVE EXPENSE (A) (B) (C) (D) (E) (F) (G) (H)
DIFFERENCE

ADJUSTED YEAR TO DATE REMAINING YR END (UNDER)/OVER VARIANCE
ADOPTED BUDGET BUDGET TOTAL BALANCE PROJECTED PROJECTED %1

ACCOUNT TITLE BUDGET CHANGES (A + B = C) COMMITTED (C - D = E) EXPENSES (F - C = G) (G / C = H)
 

Salaries-General2,3,4 12,215,000       94,000          12,309,000      9,723,649        2,585,351      12,404,300       95,300            1%

Salaries-As-Needed2,3,4 41,400              55,992         97,392              85,972              11,420            97,392              -                      0%

Overtime2,3 68,100              -                   68,100              43,974              24,126            68,100              -                      0%
  

Printing & Binding 63,600              -                   63,600              63,600              -                      27,790              (35,810)           -56%
 

Travel4 162,400            (21,400)        141,000           62,141              78,859            64,141              (76,859)           -55%

Contractual Services4 3,972,833         3,152,175    7,125,008        6,760,049        364,959         7,055,008         (70,000)           -1%
 

Transportation 6,000                -                   6,000                4,750                1,250              6,000                -                      0%

Medical Services 320,000            -                   320,000           320,000           -                      245,000            (75,000)           -23%
 

Health Insurance4 1,420,000         (87,156)        1,332,844        1,332,844        -                      1,317,000         (15,844)           -1%

Dental Insurance4 60,000              (5,667)          54,333              54,333              -                      53,000              (1,333)             -2%

Other Employee Benefits4 40,000              (7,072)          32,928              32,928              -                      36,000              3,072              9%

Retirement Contribution4 3,210,414         (9,869)          3,200,545        3,198,597        1,948              3,200,545         -                      0%

Medicare Contribution4 177,000            3,880           180,880           78,282              102,598         182,262            1,382              1%

Election4 45,000              17,000         62,000              45,000              17,000            57,048              (4,952)             -8%

Office & Administrative4 662,063            (268,063)      394,000           392,396           1,604              394,000            -                      0%

Furniture, Office & Tech.4 -                        200,000       200,000           -                        200,000         200,000            -                      0%

Unappropriated Balance -                        -                   -                        -                        -                      -                        -                      0%

Tuition Reimbursement4 35,000              (17,645)        17,355              15,213              2,142              19,597              2,242              13%

TOTAL ADMINISTRATIVE  
EXPENSE 22,498,810$     3,106,175$  25,604,985$    22,213,728$    3,391,257$    25,427,182$     (177,802)$       -1%

TOTAL INVESTMENT 
MANAGEMENT EXPENSE 106,908,329$   -$                 106,908,329$  32,853,286$    74,055,043$  106,663,256$   (245,073)$       0%

1 Percentage difference between projected expenses and the adjusted budget. 
2 Year-to-Date Committed includes partial Pay Period 1 (July 1-6, 2019) through Pay Period 21.

4 Adjustments were made to the following accounts as authorized by the Board subsequent to the adoption of the 2019-20 Budget:

I) On September 19, 2019, the Board approved the department to disencumber $3,106,174.98 of prior year encumbrances from Fund 804, Dept 64, Account
643040 (Contractual Services) and reappropriate the same amount to Fiscal Year 2019-20, Fund 804, Dept 64, Account 643040 (Contractual Services) to fund
prior year retention payments as well as the 2019-20 payments for the Pension Administration System (Avenu Insight and Analytics).

3 Year-End Projections include the Cost of Living Adjustments (COLA) and retroactive payments, as negotiated in the newly executed Staff MOUs. 

II) On October 4, 2019, funds totaling $55,992 were transferred from Office & Administrative Expense (Account 646010) to offset Salaries-As-Needed related
costs, based on the June 21, 2018 Board delegated authority for the General Manager to approve intra-departmental transfers within the Administrative Expense
Budget, commensurate with the limit released by the Office of the City Administrative Officer (CAO), pursuant to Charter Section 343(b)(c).

III) On March 5, 2020, the Board approved the transfer of $360,880 between the following accounts within the Administrative Expense Budget to mitigate projected
shortfalls associated with unanticipated expenses and projects, including network hardware to encrypt all department network data:

a) Funds totaling $94,000 were transferred to Salaries - General (641010) from Health Insurance (645180), Dental Insurance (645190), and Other Employee
Benefits (645200);   

b) Funds totaling $46,000 were transferred to Contractual Services (643040) from Travel Expense (642130), Other Employee Benefits (645200), Retirement
Contribution (645360), Office & Admin Expense (646010), and Tuition Reimbursement (649570);
  c) Funds totaling $17,000 were transferred to Election Expense (645417) from Tuition Reimbursement (649570);
  d) Funds totaling $3,880 were transferred to Medicare Contribution (645370) from Other Employee Benefits (645200); and
  e) Funds totaling $200,000 were transferred to Furniture, Office & Tech (957300) from Office & Admin Expense (646010).
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Active, Expired, and Upcoming Contracts

April 30, 2020

SEARCH Domestic Equity tbd tbd 02/20/20 The Board selected Denali Advisors, LLC, 
Eastern Shore Capital Management, and 
Lisanti Capital Growth, LLC. The Board 
approved a three-year contract for each 
vendor. New contracts are effective 
05/01/20.

SEARCH Fixed Income tbd tbd tbd tbd New search approved by the Board on 
07/18/19.

680PEN FIS Group, Inc.3

(International Manager of Emerging Managers)
07/01/17 06/30/20 03/05/19 Contract terminated at the close of 

business on 04/22/20.

675PEN MacKay Shields, LLC 
(Fixed Income - High Yield Bond)

07/01/17 06/30/20 New Contract No. 750PEN is effective 
07/01/20. The Marketing Cessation 
period has ended.

679PEN Los Angeles Capital Management and Equity 
Research, Inc. (Domestic Equity)

08/01/17 07/31/20 02/20/20 Staff recommendation to the Board is 
scheduled for 05/21/20.

678PEN Payden & Rygel 
(Unconstrained Fixed Income Manager)

08/01/17 07/31/20 05/01/20 Staff recommendation to the Board is 
scheduled for 06/04/20.

677PEN Scout Investments, Inc. - Reams Asset 
Management Division
(Unconstrained Fixed Income Manager)

08/01/17 07/31/20 05/01/20 Staff recommendation to the Board is 
scheduled for 06/04/20.

681PEN AllianceBernstein, L.P. 
(Domestic Equity)

10/01/17 09/30/20 04/15/20 Staff recommendation to the Board is 
scheduled for 07/16/20.

682PEN Westwood Management Corp. 
(Domestic Equity)

10/01/17 09/30/20 04/15/20 Staff recommendation to the Board is 
scheduled for 07/16/20.

690PEN AEW Capital Management, L.P. 
(Real Estate Separate Account Manager)

01/01/18 12/31/20

689PEN Cohen & Steers Capital Management, Inc.
(Real Estate Investment Trust Manager 
(Active))

01/01/18 12/31/20

688PEN Dimensional Fund Advisors, LP 
(International Emerging Markets)

01/01/18 12/31/20 Staff recommendation to the Board is 
scheduled for 10/15/20.

692PEN BlackRock Institutional Trust Company 
(International Equity) 

02/01/18 01/31/21 Staff recommendation to the Board is 
scheduled for 11/19/20.

693PEN AllianceBernstein, L.P. 
(Global REIT)

03/01/18 02/28/21

694PEN Baillie Gifford Overseas Limited 
(International Equity)

03/01/18 02/28/21

698PEN Principal Global Investors, LLC 
(International Equity)

05/01/18 04/30/21

697PEN Victory Capital Management, Inc. (Trivalent 
Investments, a Victory Capital Investment 
Franchise) (International Equity)

05/01/18 04/30/21

702PEN Frontier Capital Management Company, LLC 
(Domestic Equity)

07/01/18 06/30/21

695PEN Gresham Investment Management 
(Active Constrained Commodity Manager)

07/01/18 06/30/21

696PEN Goldman Sachs Asset Management 
(Enhanced Index Commodity Manager)

07/16/18 07/15/21

706PEN LM Capital Group, LLC 
(Fixed Income)

09/01/18 08/31/21

710PEN Channing Capital Management, LLC 
(Domestic Equity)

10/01/18 09/30/21

711PEN Loomis, Sayles & Co., LP 
(Fixed Income)

10/01/18 09/30/21

712PEN Boston Common Asset Management, LLC
(International Equity Emerging Manager)

10/01/18 09/30/21

716PEN Semper Capital Management, L.P. 
(Fixed Income)

10/01/18 09/30/21

717PEN GIA Partners, LLC 
(Domestic Fixed Income)

10/01/18 09/30/21

719PEN PHOCAS Financial Corporation 
(Domestic Equity)

10/01/18 09/30/21

718PEN Northern Trust Investments, Inc. 
(Fixed Income)

12/01/18 11/30/21

Contract    
Award / 
Renewal 

Date

INVESTMENTS
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Start Date

Expiration 
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Contract  Vendor / Services

Contract Term                   
Marketing 
Cessation 

Start Date1

Board Authorization Date
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720PEN Scout Investments, Inc. -  Reams Asset 
Management Division (Fixed Income)

12/01/18 11/30/21

722PEN Glass, Lewis, & Co., LLC 
(Proxy Voting Services)

01/01/19 12/31/21

725PEN Portfolio Advisors, LLC 
(Private Equity)

04/01/19 03/31/22

731PEN AllianceBernstein, L.P.
(Domestic Equity)

06/21/19 05/31/22

729PEN Palisade Capital Management, LLC
(Small Cap Equity) (Domestic Equity)

07/01/19 06/30/22

730PEN Pacific Investment Management Company, LLC 
(PIMCO) (Domestic Equity)

07/01/19 06/30/22

732PEN Brandes Investment Partners, LP 
(International Equity)

08/01/19 07/31/22

734PEN Scout Investments, Inc. -  Reams Asset 
Management Division (Fixed Income - TIPS)

09/01/19 08/31/22

726PEN Portfolio Advisors, LLC 
(Private Equity - Specialized Manager)

10/01/19 09/30/22

727PEN Fairview Capital Partners 
(Private Equity - Specialized Manager)

10/01/19 09/30/22

737PEN AllianceBernstein, L.P. 
(Commodities)

10/01/19 09/30/22

735PEN Northern Trust Company 
(Custodian Bank)

10/01/19 09/30/22

736PEN Boston Partners, Inc.
(Domestic Equity)

11/01/19 10/31/22

739PEN Principal Real Estate Investors, LLC 
(Global REIT Manager)

12/01/19 11/30/22

740PEN Principal Real Estate Investors, LLC 
(U.S. REIT Manager)

12/01/19 11/30/22

741PEN AllianceBernstein, L.P. 
(Domestic Equity)

01/01/20 12/31/22

744PEN Harding Loevner 
(International Emerging Markets)                                     

02/01/20 01/31/23

745PEN Northern Trust Investments, Inc. 
(Domestic Equity)

02/01/20 01/31/23

746PEN The Townsend Group 
(Real Estate Consultant)

02/01/20 01/31/23

721PEN RVK, Inc. 
(General Investment Consultant)

03/01/19 02/29/24

641PEN Haworth, Inc. 
(HQ Furniture)

08/01/15 12/31/20 The Board approved a two-year 
extension to the current contract. 
Consistent with the U.S. Communities 
Government Purchasing Alliance Contract 
No. 4400003402, LAFPP contract 
extension will be through 12/31/20. The 
amendment was executed on 01/03/19.

701PEN Total Commercial Real Estate, Inc.
(Property Management Services - Neptune)

07/01/18 06/30/21

715PEN Segal Select Insurance Services, Inc.
(Governmental Side-A D&O Insurance)

11/01/18 11/01/21  

724PEN DePasquale, Kelley & Company
(Property Tax Consultant)

01/17/19 01/16/22

676PEN Iron Mountain Secure Shredding, Inc. 
(Secure Document Shredding)

07/01/17 06/30/20

683PEN SkillPath
(Professional Development Training)

10/01/17 09/30/20 Contract will expire on 09/30/20 and will 
not be renewed. 

RFP Fiduciary Counsel tbd tbd The Board approved release of an RFP to 
search for Fiduciary Counsel on 02/06/20. 
RFP was released on 02/10/20 and closed 
on 02/28/20; 8 responses were received. 
Interviews and selection are to be 
determined.

ADMINISTRATIVE SERVICES

ADMINISTRATIVE OPERATIONS

CITY ATTORNEY'S OFFICE
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C-121678 Reed Smith, LLP 
(Legal Representation)

08/02/12 08/31/20 The fourth contract amendment was 
approved by the Board on 05/07/20.

C-131108 Cohen Milstein Sellers & Toll, PLLC
(Securities Litigation Monitoring Services)

03/01/18 02/28/21

C-131110 Robbins Geller Rudman & Dowd, LLP
(Securities Litigation Monitoring Services)

03/01/18 02/28/21

C-131107 Nossaman, LLP 
(Fiduciary Services)

03/19/18 03/18/21

C-128417 Nossaman, LLP 
(Outside Real Estate and Investment Counsel)

09/17/16 07/31/21 A two-year contract extension through 
07/31/21 was executed on 09/19/19.

C-128402 Kutak Rock, LLP 
(Outside Real Estate and Investment Counsel)

10/17/16 07/31/21 A two-year contract extension through 
07/31/21 was executed on 10/08/19.

C-132366 Ice Miller, LLP
(Outside Tax Counsel)

09/21/18 09/20/21

C-132426 Reed Smith, LLP
(Outside Tax Counsel)

09/21/18 09/20/21

C-134747 Polsinelli, LLP
(Health Law and Data Privacy)

12/01/19 11/30/22

C-134864 Foley & Lardner, LLP
(Health Law and Data Privacy)

12/01/19 11/30/22

C-132346 Cohen Milstein Sellers & Toll, PLLC
(Legal Representation)

08/02/18 until 
completion

C-126107 Morgan Lewis & Bockius, LLP (Bingham) 
(Tribune Shareholders Legal Representation)

03/01/12 until 
completion

RFP Financial Planning Education Seminar Program 
Catering Services

tbd tbd 03/05/20 Contract execution has been postponed 
to July 2020 to align with the fiscal year 
budget.

685PEN Digital Deployment, Inc. 
(Website Design and Support Services)

10/05/17 10/04/20

728PEN Firedrill 
(Graphic Design Services)

06/06/19 06/05/22 06/20/19 Amendment 1 to contract 728PEN was 
executed to correct contract term dates 
of 06/06/19 - 06/05/22.

743PEN Four Square Financial Literacy Partners, Inc. 
(Financial Planning Education)

12/05/19 12/04/22

742PEN Cambridge Financial Partners, LLC 
(Financial Counseling Services)

12/10/19 12/09/22

RFP Independent Medical Exams/Record Review 
Services

tbd tbd New RFP approved by the Board on 
11/21/19. RFP was released on 12/20/19 
and closed on 02/28/20; 2 responses 
were received.

RFP Court Reporting Services tbd tbd 05/07/20 The Board approved a three-year 
contract with U.S. Legal Support. 
Contract execution is pending.

707PEN U.S. Legal Support 
(Court Reporting)

07/01/18 06/30/20

704PEN ExamWorks, LLC 
(Independent Medical Exam Services)

07/01/18 06/30/21

703PEN QTC Medical Group, Inc. 
(Independent Medical Exam Services)

07/01/18 06/30/21

738PEN Argus West, Inc.
(Investigative Services)

11/01/19 10/31/22

 660PEN Simpson & Simpson Certified Public 
Accountants 
(Annual Financial Statements Audits)

07/19/16 07/17/20 Board approved a one-year extension of 
the contract, which will be effective 
07/18/20.

N/A Los Angeles City Employee Retirement System 
(Health and Dental Plan Subgroups)

01/01/18 12/31/20

705PEN USI Insurance Services
(Health Consulting Services)

06/07/18 06/06/21

N/A Los Angeles Police Protective League
(Dental Insurance Administration)

07/01/18 06/30/23 Amendment to Appendix D executed on 
01/09/20.

DISABILITY PENSIONS

COMMUNICATIONS & EDUCATION

INTERNAL AUDIT 

MEDICAL & DENTAL BENEFITS
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N/A United Firefighters of Los Angeles City
(Medical and Dental Insurance Administration)

07/01/18 06/30/23 Amendment to Appendix D executed on 
01/09/20.

N/A Los Angeles Firemen's Relief Association
(Medical Insurance Administration)

07/01/18 06/30/23

N/A Los Angeles Police Relief Association
(Medical and Dental Insurance Administration)

07/01/18 06/30/23 Amendment to Appendix C executed on 
9/23/19. 

708PEN The Segal Company (Western States), Inc. 
(Actuarial Consulting Services) 

07/01/18 06/30/21

687PEN Northern Trust Company 
(Integrated Disbursement Services)

10/05/17 10/04/20

616PEN AT&T 
(CALNET3 Phone)

11/15/13 12/31/21 The contract has been extended to 
12/31/21 by the State of California.

617PEN AT&T 
(CALNET3 Data)

11/15/13 12/31/21 The contract has been extended to 
12/31/21 by the State of California.

619PEN Verizon 
(CALNET3 Phone)

11/15/13 12/31/21 The contract has been extended to 
12/31/21 by the State of California.

626PEN Avenu Insights and Analytics, LLC.
(Pension Administration System Replacement 
Project)

07/02/15 07/01/23 The contract was formerly awarded to 
Xerox State and Local Solutions, Inc. The 
name change to Conduent State and 
Local Solutions, Inc. was effective 
02/16/17. Avenu Insights and Analytics 
took over the contract effective 02/28/19.

Subscription 
Agreements

Bridgewater Associates, Inc. 
(TIPS and Pure Alpha)

07/31/08 until 
completion

on-going Staff recommendation to the Board is 
scheduled for 12/31/20.

1Marketing Cessation:  The purpose of this policy is to prevent, and avoid the appearance of, undue influence on the Board or any of its members in the award of all Investments 
contracts. In accordance with Section 9.0 of the Investment Policy, from the time the search begins with the Board’s approval of the minimum criteria for the search until the search ends 
with the selection of the firm(s) to receive the contract(s), all direct marketing contact with firms that meet the search criteria will be limited to meetings with the Consultant, information 
sent to the Consultant or Department, questions about the search directed to the Staff or Consultant, one meeting at the Department’s office with Staff and any site visits. The Board 
members, Department Staff or Consultant will accept no entertainment or gifts of any kind from any firm qualifying for the search. This policy does not prohibit contact with potential 
interview candidates at group social events, educational seminars, conferences, or charitable events so long as there is no direct marketing.

During the three months prior to the renewal of a contract with a firm currently under contract, the Board Members, Department Staff and Consultant will accept no entertainment or gifts 
from that firm until the contract has been renewed or terminated by the Board. Firms who currently have contracts with the Los Angeles Fire and Police Pension System are allowed to 
continue contact related to the existing contract with Staff and Consultant.

2Hedge Funds do not have contracts like our other managers. They have limited partnership agreements that do not have a fixed expiration date. They are on this list to include them in 
our regular three-year manager review process.

3The Board approved the termination of the FIS contract on June 6, 2019.

*Expired contracts are listed in red. Expired investments contracts will remain on the list if the marketing cessation period is active and until a new contract is awarded.

HEDGE FUND PARTNERSHIP AGREEMENTS2

SYSTEMS

PENSIONS DIVISION

27


	05212020 Agenda
	05-21-20 B2 - Review of Economic and Non-Economic Actuarial Assumptions (internet)
	05-21-20 B2 - Review of Economic and Non-Economic Actuarial Assumptions
	05-21-20 B2 - Attachment - LAFPP Actuarial Experience Study, June 30, 2019
	I. Introduction, Summary, and Recommendations
	II. Background and Methodology
	Economic Assumptions
	Demographic Assumptions

	III. Economic Assumptions
	A. Inflation
	Retiree Cost-of-Living Increases

	B. Investment Return
	Real Rate of Investment Return
	Investment Expenses
	Risk Adjustment
	Recommended Investment Return Assumption
	Comparison with Alternative Model used to Review Investment Return Assumption
	Comparison with Other Public Retirement Systems

	C. Salary Increase
	Active Member Payroll

	D. Administrative Expenses

	IV. Demographic Assumptions
	A. Retirement Rates
	Fire
	Police
	Deferred Vested Members
	DROP Elections
	Survivor Continuance under Unmodified Option

	B. Termination Rates
	C. Disability Incidence Rates
	Rates of Disability Incidence
	Level of Disability Benefit


	V. Cost Impact
	Appendix A: Current Actuarial Assumptions
	Appendix B: Proposed Actuarial Assumptions


	05-21-20 B3 - Voluntary Additional Contribuitions for Retiree Health (internet)
	05-21-20 B3 - Voluntary Additional Contribuitions for Retiree Health (internet)
	05-21-20 B3 - ATTACHMENT 1 - Revised Freeze Ordinance from City Atty_05-26-11
	05-21-20 B3 - ATTACHMENT 2 - Ordinance 181814_Subsidy Freeze (passed 07-15-11)
	05-21-20 B3 - ATTACHMENT 3 - Ordinance 181893_Opt-In & Freeze Clarifications (passed 09-27-11)
	05-21-20 B3 - ATTACHMENT 4 - Letters of Agreement for Opt-In
	lappl_mou_24-subsidy_freeze_7.7.11.pdf
	UFLAC_LOA.pdf
	lapd_command-MOU_25_LOA_subsidy_freeze.pdf
	Fire_Chiefs-MOU_22_LOA_subsidy_freeze.pdf
	la_port_police-MOU_38_LOA_health_subsidy_freeze.pdf
	la_port_police_command-MOU27 LOA.pdf

	05-21-20 B3 - ATTCHMENT 5 - LAFPP Website Posting (072711)

	05-21-20 B4 - Presentation on Health Savings Accounts and Health Reimbursement Arrangements
	05-21-20 B5 - LAPRA Response to Board Inquiry Regarding Increased  Kaiser Plan Benefits For Police Retirees (report only)
	05-21-20 B6 - Intra-Departmental Transfer of Funds Within the Fiscal Year 2019-20 Administrative Expense Budget (internet) 
	05-21-20 B6 - Intra-Departmental Transfer of Funds Within the Fiscal Year 2019-20 Administrative Expense Budget (internet) 
	05-21-20 B6 - April 2020 Monthly Budget Report

	05-21-20 B7 - Fiscal Year 2019-20 Buseiness Plan Project No. 12 - Workforce Succession Planning Update (internet)
	05-21-20 D1 - April 2020 Monthly Report and Update (internet)
	MR #1 cover page
	MR #2 Board Assignments to Staff 05-20-20
	MR #3 Weekly 043020 for monthly Board Report_NEW_v3 (1)
	Summary
	Real Estate
	PE Commitment & Allocation C 

	MR #5 Pensions Division Monthly Board Report_April 2020
	MR #6 Admin Ops Division Monthly Board Report April 2020 final
	MR #7 April 2020 Monthly Budget Report
	MR #8 April 2020 Monthly Contract Report - to be updated v6




