
City of Los Angeles

October 11, 2011

Roberta Conroy
President
Los Angeles City Employees' Retirement System (LACERS)
360 E. Second Street, Second Floor
Los Angeles, CA 90012

Re: LACERS Board Agenda Items V-A and V-B for October 11, 2011 - Actuarial Program

Dear Ms. Conroy:

The purpose of this letter is to request that the LACERS Board defer consideration of reducing
the rate of return assumption from 8% to 7.75% for one year. Should the LACERS Board
approve any reduction in the rate of return assumption, we request that it be phased-in over a
five-year period. In addition, please direct the general manager to work with the City
Administrative Officer (CAO) on the actuarial assumptions prior to their submission to the
actuary.

We thank you for your recent communication to all LACERS members on October 4, 2011,
whereby you indicate LACERS will administer the medical subsidy freeze adopted by the City
Council and Mayor. We also appreciate that LACERS will not pursue separate legal advice on
the vested rights issue.

It is ourunderstanding that the LACERS Board will consider the results ofa recent actuarial
experience study and additional retiree healthcare assumptions in preparation for its June 30,
2011 actuarial valuation. The actuarial assumptions adopted by the LACERS Board will have
serious ramifications for the City of Los Angeles.

Asignificant portion of the City's budgetary shortfalls over the last few years has resulted from
escalating pension and other post-employment benefits costs. The City and LACERS Board
have made difficult decisions to satisfy fiduciary responsibilities to our retirees, our employees,
and our constituents. We must continue to work closely together to ensure the City's fiscal
stability and the Plan's solvency.

The LACERS staff and actuary recommend numerous assumption changes resulting from the
actuarial experience study, such as changes to the investment return, salary increases,
retirement rates, and mortality rates. There is no information provided in the staff reports that
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