RESPONSES TO PROPOSER QUESTIONS
REQUEST FOR PROPOSAL FOR FINANCIAL STATEMENT AUDIT SERVICES (DCFS25-01)
FEBRUARY 14, 2024

Please confirm whether the proposal must be submitted via email or through
RAMP?

The proposal must be submitted via email to internalaudit@lafpp.com.

Section 3.4.1(a) Experience with similar contracts — This requirement asks that
bidders provide 5 references from clients each with plan net assets in excess of $5
billion, for whom the primary Engagement Partner or Audit Manager provided
auditing and/or accounting services.

1. Taking into consideration the size of this engagement, proposed teams will most
likely have more than two people on them. Can the references come from clients
for whom anyone on the proposed engagement team provided accounting
services?

2. Is the requirement five different people or is it 5 different entities?

1. Yes, the references can come from clients for whom anyone on the proposed
engagement team has provided accounting services.
2. The requirement is requesting references from five different entities.

Is the current auditor precluded from bidding?

No. The current auditor is not precluded from bidding.

Under the Minimum Qualifications section 1.4.2, would a proposed Engagement
Partner who does not have a California CPA license but is allowed to practice in
California under CPA Mobility Law meet the Engagement Partner minimum
qualification “must be licensed to practice in the State of California”?

LAFPP acknowledges the State of California’s CPA Mobility Law and considers
engagement partners licensed outside of California who are allowed to practice in
California under this law as meeting minimum qualifications, as long as all other
qualifications and experience requirements are met.

Is the scope of work and deliverables of this RFP consistent with the last audit
services contract?

Yes.

Do you have any preference for the auditors to perform audit work on site or in
person. If the preference is to be in person, is there a certain percentage of time for
our fieldwork you would like us to be on site?

LAFPP staff work on a hybrid schedule and are able to accommodate for a fully
remote audit and/or arrange for in-person work to be performed.
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Please provide a complete list of all required forms and documents that must be
submitted with the proposal.

Forms and documents required to be submitted with your proposal:
1. Appendix 6.3 - CEC Form 50
2. Appendix 6.4 - CEC Form 55

The RFP also references forms and documents that will be required if your firm is
awarded the contract. Please review those carefully to ensure your firm's ability to
fulfill those requirements should you be awarded the contract.

Please clarify whether the Non-Collusion Affidavit must be submitted with the
proposal. If required, please provide the form, as it does not appear to be available
for download on RAMP.

The Non-Collusion Affidavit is a statement that must be included in the cover letter.
See RFP Section 3.2.5. The cover letter shall have the following statement: “This
proposal is genuine, and not a sham or collusive, nor made in the interest or on
behalf of any person not named therein; the Proposer has not directly or indirectly
induced or solicited any other Proposer to put in a sham bid, or any other person,
firm or corporation to refrain from submitting a proposal, and the Proposer has not
in any manner sought by collusion to secure for themselves an advantage over any
other Proposer.”

What are the key accounting and financial reporting systems used for each
organization?

(1) Financial Management system (FMS)- FMS is the citywide financial system
maintained by the City Controller's Office. Revenues such as purchase of
service credits, miscellaneous receipts, and operating expenses are processed
using the FMS system.

(2) Microsoft Dynamics (Dynamics) - Dynamics is used to maintain the complete
accounting records for financial reporting purposes. Periodically, journal
entries are prepared to record the monthly financial activities of LAFPP to the
Dynamics system. This includes the net changes of activities from the FMS,
the investment activities, and the year-end accrual entries that adjust the net
position of the system in accordance with the GASB.
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10

Have there been any significant turnover, or any turnover at the executive
management level? If there has, please advise reason for this.

The current Chief Investment Officer (ClIO) began with the department in July 2023
due to the resignation of the prior CIO. The current Departmental Audit Manager
(DAM) started with the Department in December 2023 due to the planned
retirement of the prior DAM.

11

Are there any anticipated changes in key third party service providers in the next
year (investment custodian, actuary, etc.)?

There are no anticipated changes in key third party service providers in the next year.

12

What were the audit fees for fiscal year 2024 including those for the financial
statement audit, GASB 68 and GASB 75?

LAFPP’s total audit fee for fiscal year June 30, 2024 was $89,870 for services specified
in RFP Section 1.5.

13

Has this audit gone out to bid as part of the normal vendor renewal process?

Periodic RFP for City services is required by the City Contracting Policy. This is a
routine RFP in compliance with City Policy.

14

What are some things you would like to see improved in the financial audit process
compared to previous years?

The current process is generally effective.

15

What level of support is the internal audit department expected to provide to the
annual financial statement audit process?

The Departmental Audit Manager is responsible for overseeing the contractor and
helps facilitate external auditor requests for information between the various
divisions, executive management, and other service providers.

16

What is the expected timing for completion of audit work and issuance of the
requested audit reports?

See RFP Section 3.4.3(i) for a general expectation of key deadlines and deliverables.
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17

Is Business Inclusion Program (BIP) outreach/participation required for this RFP?

BIP outreach is not required for this RFP.

18

Our process also includes a requirement to sign an annual engagement letter on
commercially reasonable terms. Is LAFPP amendable to signing that? Should we
include a sample engagement letter in our response?

LAFPP is not amenable to any terms that may infringe or conflict with provisions
outlined in Appendix 6.1 and 6.2 of the RFP. Please include a sample engagement
letter in the response.

19

During the audit periods related to the RFP, has there been any new IT, financial,
and/or accounting systems been implemented or expect to be implemented ? If so,
please provide detail of them.

The City of Los Angeles implemented Workday payroll in June 2024. No significant
information or accounting systems changes are contemplated over the contract
period.

20

What system is used to track employer/member contributions and distributions?

Employer contributions are tracked in FMS/Dynamics. Member contributions are
tracked via the City's payroll system and LAFPP's Pension Administration System.

21

If possible, can you please provide a latest copy of any required auditor
communications (i.e. SAS 114 reports) and any management letter comments.

Please visit https://lafpp.lacity.gov/about/inside-lafpp/financial-reports for a copy of
the latest and prior financial statement audit reports. Prior board
reports/presentations can be accessed here: https://lafpp.lacity.gov/board-of-
commissioners/meetings

22

Any changes in your investment strategy/allocation or new types of investments
compared to the prior year? Any anticipated changes in investment
strategy/allocation in the next year?

LAFPP has recently added a 2% allocation to private infrastructure with
implementation occurring over the next couple of years. In addition, we are
continuing to add to private credit and private real estate to get to our target
allocations.
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23 | Has Measure FF impacted LAFPP in fiscal year 2025 or are there significant impacts
anticipated to the membership of LAFPP?
LAFPP will not know the full impact of Measure FF by June 30, 2025. As of November
21, 2024, there were approximately 416 active sworn employees who have the
opportunity to transfer into LAFPP.

24 | What service organizations do you use and do you obtain SOC reports for them
(i.e., SSAE 18)?
LAFPP contracts with the following service organizations:
System Actuary - Segal
Custodian Bank - Northern Trust
Pension Administration System - Avenu Insights
SOC reports were obtained for each organization.

25 | Were there any audit adjustments, posted or waived, for the most recent audit?
No.

26 | Were there any uncorrected misstatements in prior years’ audits?
No.

27 | Are the basic financial statements and GASB 68 and 75 Schedules prepared by
LAFPP staff?
LAFPP drafts the basic financial statements and footnotes. LAFPP's actuary prepares
the GASB 68/75 valuation reports. The external auditor audits the GASB 68/75
reports which are submitted to the employers: the City, Los Angeles World Airports,
and Port of Los Angeles.

28 | How many entities are the NPL and NOL allocated to each year?

LAFPP is a single employer public employee retirement system to provide retirement
benefits to the safety members employed by the City of Los Angeles. There are three
member categories in LAFPP: (1) the Harbor Port Police (an enterprise fund) (2) the
Airport Department (an enterprise fund) and (3) the other members associated with
the City's Fire and Police Departments. The Total Pension Liability and Total OPEB
Liability for each member category are obtained from internal valuation results and
are calculated separately for each of the members associated with the Fire and
Police Departments, the Harbor Port Police, and the Airport Department.
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29

What has historically been the materiality level communicated to the system by
the City’s auditors as part of the group audit?

Financial information presented in the City’s financial statements and notes for Los
Angeles Fire and Police Pension System have been taken directly from the
independently audited financial statements provided to City management. The City
has not communicated to LAFPP on the materiality level.

30

It appears the prior audit firm expressed an opinion on pension and OPEB
separately (e.g. two opinion units instead of one). Is that the expectation of LAFPP?

GASB 74 requires OPEB plans to report information about their fiduciary net position
and changes in fiduciary net position separately from Pension plans in financial
statements.

31

Has the system recently had any internal control findings (material weaknesses or
significant deficiencies)? Were there any management letters issued in prior years’
audits? If so, could you please provide an example?

The auditor's Report on Internal Control is included in the audited financial
statements posted on LAFPP's website (pgs. 69-70). There was no Management
Letter of Recommendations issued by the auditor for FY 2024. There were no
material weaknesses or significant deficiencies in internal controls reported for FY
2024.

32

Does LAFPP maintain participant census data, along with payroll related
information? Does LAFPP staff maintain access to payroll records needed for
testing or does the external auditor need to coordinate with City staff?

LAFPP maintains the census data. LAFPP has system access to the active payroll
information maintained by the City.

33

Have there been any significant changes in the composition of members/census in
the past year or anticipated in the next 3 years?

Measure FF was approved by voters in the last general election on November 6,
2024. As of November 21, 2024, there were approximately 416 active sworn
employees who have the opportunity to transfer into LAFPP.
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34

Could we receive copies of the most recently issued audit reports of the schedules
related to GASB 68 and GASB 75, as described in the scope of the RFP? When are
the GASB 68 and GASB 75 valuations available for completion of the GASB 68/75
audits?

The most recent GASB 68 and 75 audit reports are posted an Appendix at the end of
this document. GASB 68 and 75 valuations are usually available to auditors around
June.

35

How many auditors have historically worked on the engagement during interim
and year-end fieldwork and for how many days? Could you please provide the
previous year’s audit hours for each audit?

Historically, up to four auditors have worked on our engagements. As this is a fixed
fee contract, the number of days and audit hours has been at the discretion of the
audit firm.

36

Please describe the scope of census testing historically performed, including the
number of samples tested. How are employees selected?

The scope of census testing has been at the discretion of the auditor. The
department provides the same set of census data provided to the department's
actuary to select their sample from.

37

Within the RFQ it is noted there is an expectation that the audit team will test the
existence of all investments. Can you please clarify the extent of the investments
that are expected to be tested for existence? Are there normal audit procedures
the system would expect the auditors to take regarding existence? Can you also
clarify that you expect 100% coverage of testing of your investments in this regard.

The nature and extent of testing will be at the discretion of the auditor.

38

Are audited financial statements available for all investments valued at NAV?

Audited Financial statements for some of Private Equities and Real Estates
investments are available to LAFPP.
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39

Are investments held by the system commingled or held separately for pension and
OPEB?

Investments held by the systems are commingled and managed by the Group trust
that was established by the Board of Fire and Police Pension Commissioners of the
City of Los Angeles (Trustee). The Trustee maintains an accounting system whereby
the beneficial interest of each participating trusts in the Group (Pension, OPEB-401H,
OPEB-115Trust) is identifiable.

40

What is the system’s process for valuing the investments reported at NAV at June
30?

LAFPP contracts with a custodian bank to maintain separate accounts for cash,
securities and other property of the plan. The custodian bank is also contracted to
value the account assets. The bank may rely upon market values or reasonable
appraisals, or any certified appraisal or other form of valuation submitted to it by an
investment manager. The bank verifies in good faith and in accordance with
prevailing practices of the industry.

41

What are LAFPP’s accounting procedures related to investments reported at net
asset value and level 3.

Debt securities, namely collateralized debt obligations and corporate bonds,
classified in Level 3 are valued using unobservable inputs which can be extrapolated
data, proprietary models or indicative quotes. Other equity securities classified in
Level 3 are valued using uncorroborated indicative quotes.

42

Does management use third party specialists to assist with determining fair value
for harder to value segments of their portfolio? If so, who and how frequently is
the valuation performed?

Real estate separate account investments are valued based on an independent
appraisal or other methods using various techniques including models. Real estate
separate accounts are scheduled for independent appraisal on a rolling 3-year
period.
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43

What are LAFPP’s accounting policies related to adjusting fair values of alternative
investments for updated information received after the 6/30 custodian reports are
made available?

Due to the time constraint to provide financial data to Actuary in early October, we
set a cutoff date for the custodian bank to close the books by the third week of
August. In 2023, 90% of reports were received by the cut off. Reports received after
cut off are recorded in the new fiscal year.

44

For investments held by the plan, how soon after year end are audited financial
statements available for your hard to value investments?

Audited financial statements for some complex valuation investments may be
received as late as mid to late October. Due to the time constraint to provide
financial data to the actuary in early October, we set a cutoff date for the custodian
bank to close the books at around end of August to early September.
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W’ | DEPARTMENT OF FIRE AND POLICE PENSIONS

701 E. 3rd Street, Suite 200
|- A F P P Los Angeles, CA 90013
(213) 279-3000
REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS
DATE: NOVEMBER 21, 2024 ITEM: EA
FROM: JOSEPH SALAZAR, GENERAL MANAGER

SUBJECT: GOVERNMENTAL ACCOUNTING STANDARDS (GAS) 68 AND 75 REPORTS
TO THE BOARD

THIS REPORT IS PROVIDED TO THE BOARD FOR INFORMATIONAL PURPOSES.
BACKGROUND

Governmental Accounting Standards Board (GASB) requires pension systems to conduct actuarial
valuations of its pension fund (GAS 68) and Other Postemployment Benefits (OPEB) (GAS 75) to
provide certain disclosure information for employer reporting.

GAS 68 and 75 define pension and OPEB liability and expense for accounting purposes to improve
financial reporting of state and local government pension information. LAFPP implemented GAS 68
beginning with the 2015 financial statements and GAS 75 beginning with the 2018 financial
statements.

DISCUSSION
The system’s actuary, Segal Company (Segal), prepared the following reports:

e Governmental Accounting Standards Board Statement 68 (GAS 68) Actuarial Valuation Based
on June 30, 2023 Measurement Date for Employer Reporting as of June 30, 2024 (Attachment
1); and,

e Governmental Accounting Standards Board Statement 75 (GAS 75) Actuarial Valuation and
Review of Other Postemployment Benefits (OPEB) Actuarial Valuation Based on June 30,
2023 Measurement Date for Employer Reporting as of June 30, 2024 (Attachment 2).

To complete their financial statements, each “Employer” (the City, Harbor, and Airport Departments)
utilizes these reports to record their proportionate share of collective amounts for all benefits
provided through LAFPP’s pension plan and OPEB. To meet financial reporting deadlines, the City
Controller's Office was previously provided the schedules of pension and OPEB amounts by
Employer as prepared by Segal in accordance with the methodology set forth in GAS 68 and GAS
75.

Pursuant to GASB requirements, the system’s financial statements auditor, Simpson & Simpson,
audited the above-referenced reports and prepared the following:
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e Schedule of GASB 68 Pension Amounts as of and for the Year Ended June 30, 2023 for
Employer Reporting as of June 30, 2024 (which includes the Independent Auditor's Report,
Schedule of Pension Amounts, and Notes to Schedule of Pension Amounts) (Attachment 3);
and,

e Schedule of GASB 75 Other Postemployment Benefits Amounts as of and for the Year Ended
June 30, 2023 for Employer Reporting as of June 30, 2024 (which includes the Independent
Auditor’s Report, Schedule of OPEB Amounts, and Notes to Schedule of OPEB Amounts)
(Attachment 4).

For both the GAS 68 and 75 reports, Simpson & Simpson noted that the Schedule of Pension
Amounts and Schedule of OPEB Amounts present fairly the entity allocations, net pension/OPEB
liability, total deferred outflows and inflows of resources and total pension/OPEB expense of all
participating entities for the Plan as of June 30, 2023.

BUDGET

Cost of professional services for these audit reports was budgeted for $5,000.
POLICY

There is no policy impact associated with this report.

CONTRACTOR DISCLOSURE INFORMATION

There is no contractor disclosure information required with this report.

This report was prepared by:

Rebecca Takahashi, Departmental Audit Manager
Internal Audit Section

JS:RT

Attachments: 1.Governmental Accounting Standards Board Statement 68 (GAS 68) Actuarial Valuation

Based on June 30, 2023 Measurement Date for Employer Reporting as of June 30, 2024

2.Governmental Accounting Standards Board Statement 75 (GAS 75) Actuarial Valuation and
Review of Other Postemployment Benefits (OPEB) Based on June 30, 2023 Measurement
Date for Employer Reporting as of June 30, 2024

3.Schedule of GASB 68 Pension Amounts as of and for Year Ended June 30, 2023 for
Employer Reporting as of June 30, 2024

4.Schedule of GASB 75 Other Postemployment Benefits Amounts as of and for Year Ended
June 30, 2023 for Employer Reporting as of June 30, 2024

Board Report Page 2 November 21, 2024
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Attachment 3

LOS ANGELES FIRE AND POLICE PENSION SYSTEM
SCHEDULE OF GASB 68 PENSION AMOUNTS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2023

FOR EMPLOYER REPORTING AS OF JUNE 30, 2024
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SIMPSON & SIMPSON
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MELBA W. SIMPSON, CPA

INDEPENDENT AUDITOR’S REPORT

To the Board of Fire and Police Pension Commissioners
City of Los Angeles

Los Angeles Fire and Police Pension System

Los Angeles, California

Report on Schedule of Pension Amounts
Opinion

We have audited the accompanying schedule of pension amounts of the Retirement Fund by entity (the Schedule)
of the Los Angeles Fire and Police Pension Plan (the Plan) administered by the Los Angeles Fire and Police
Pension System (LAFPP), which collectively comprise the net pension liability, total deferred outflows of
resources, total deferred inflows of resources, and total pension expense as of and the for the year ended June
30, 2023 and the related notes.

In our opinion, the Schedule referred to above presents fairly, in all material respects, the respective net pension
liability, total deferred outflows of resources, total deferred inflows of resources, and total pension expense for
the Plan as of and for the year ended June 30, 2023, in accordance with accounting principles generally accepted
in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Schedule section of our report. We are required to be independent of the
Plan and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating
to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.

Responsibilities of Management for the Schedule

Management is responsible for the preparation and fair presentation of the Schedule in accordance with
accounting principles generally accepted in the United States of America, and for the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of the Schedule that is free
from material misstatement, whether due to fraud or error.

SM

CPA

The CPA. Never Underestimate The Value™
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Auditor’s Responsibilities for the Audit of the Schedule

Our objectives are to obtain reasonable assurance about whether the Schedule is free from material misstatement,
whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance
is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted
in accordance with GAAS will always detect a material misstatement when it exists. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements
are considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the Schedule.

In performing an audit in accordance with GAAS, we:
e [Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the Schedule, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures include examining,
on a test basis, evidence regarding the amounts and disclosures in the Schedule.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Plan's internal control. Accordingly, no such opinion is expressed.

e [Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the Schedule.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

Other Matters

We have audited, in accordance with GAAS and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States, the financial
statements of the System as of and for the year ended June 30, 2023, and our report thereon, dated November
27, 2023, expressed unmodified opinions on those financial statements.
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Restriction on Use

Our report is intended solely for the information and use of the Plan’s management, the Board of Fire and Police
Pension Commissioners, the Plan’s participating entities and their auditors; and is not intended to be, and should
not be, used by anyone other than these specified parties.

Los Angeles, California
October 15, 2024
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LOS ANGELES FIRE AND POLICE PENSION SYSTEM
NOTES TO THE SCHEDULE OF PENSION AMOUNTS
JUNE 30, 2023

NOTE 1 - PLAN DESCRIPTION

The City of Los Angeles Fire and Police Plan (LAFPP) was established by the City of Los Angeles in 1899.
LAFPP is a single employer public employee retirement system whose main function is to provide
retirement benefits to the safety members employed by the City of Los Angeles. There are three member
categories in LAFPP: (1) the Harbor Port Police (an enterprise fund), (2) the Airport Department (an
enterprise fund) and (3) the other members associated with the City of Los Angeles’ Fire and Police
Departments.

LAFPP is administered by a Board of Commissioners composed of five commissioners who are appointed
by the Mayor, two commissioners elected by Police members of the Plan and two commissioners elected
by Fire members of the Plan. Under the provisions of the City Charter, the City Administrative Code and
the State Constitution, the Board has the responsibility to administer the Plan.

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation and Basis of Accounting

Entities participating in the Plan are required to report pension information in their financial statements for
fiscal periods beginning on or after June 15, 2014, in accordance with Governmental Accounting Standards
Board (GASB) Statement No. 68, Accounting and Financial Reporting for Pensions. The Schedule of
Pension Amounts by Entity (Schedule) provides participating entities with the required information for
financial reporting related to pensions provided through the Plan.

The accompanying Schedule was prepared in accordance with accounting principles generally accepted in
the United States of America.

Use of Estimates
The preparation of the Schedule in conformity with accounting principles generally accepted in the United

States of America requires management to make estimates and assumptions that affect the reported amounts
during the reporting period. Actual results could differ from those estimates.



LOS ANGELES FIRE AND POLICE PENSION SYSTEM
NOTES TO THE SCHEDULE OF PENSION AMOUNTS
JUNE 30, 2023
(Continued)

NOTE 3 — NET PENSION LIABILITY

The components of the net pension liability for all entities as of June 30, 2023 are as follows:

Measurement Date June 30, 2023
Reporting Date for Employer June 30, 2024
Total Pension Liability:
Service Cost 452,190,432
Interest 1,797,827,629
Differences between Expected and Actual Experience 258,373,120

Changes of Assumptions

Benefit Payments, Including Refunds of Member Contributions
Net Change in Total Pension Liability

Total Pension Liability — Beginning

Total Pension Liability - Ending

Plan’s Fiduciary Net Position:

Employer Contributions

Employee Contributions

Net Investment Income

Benefit Payments, Including Refunds of Member Contributions
Administrative Expense

Net Change in Plan’s Fiduciary Net Position

Plan’s Fiduciary Net Position — Beginning

Plan’s Fiduciary Net Position — Ending

Net Pension Liability - Ending

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

(262,300,500)
(1,352,465,166)

893,625,515
25,907,293,994

26,800,919,509

481,824,295
151,934,789
1,920,463,690
(1,352,465,166)
(22,994,197)

1,178,763,411
25,258,536,156

26,437,299,567

363,619,942

98.64%



LOS ANGELES FIRE AND POLICE PENSION SYSTEM
NOTES TO THE SCHEDULE OF PENSION AMOUNTS
JUNE 30, 2023
(Continued)

NOTE 4 — ACTUARIAL METHODS AND ASSUMPTIONS

Key Methods and Assumptions Used in Valuation of Total Pension Liability

The total pension liability was remeasured by (1) revaluing the TPL as of June 30, 2022 (before the roll
forward) to include the actuarial assumptions adopted in the July 1, 2019 through June 30, 2022 Experience
Study Report dated May 10, 2023, and (2) using this revalued TPL in rolling forward the results from June
30, 2022 to June 30, 2023. The actuarial assumptions are the same as the assumptions used in the June 30,
2023 funding actuarial valuation, with the exception of adjusted retirement rates shown in Section 3.

Significant actuarial assumption and other key inputs used to measure the total pension liability:

Actuarial Cost Method Entry Age Actuarial Cost Method
Actuarial Assumptions:
Investment Rate of Return 7.00%, including inflation but net of investment expenses
Inflation Rate 2.50%
Projected Salary Increases 3.90% to 12.00% based on years of service, including inflation
and across-the-board salary increases
Cost-of-Living Adjustments 2.75% of Tiers 1 through 6 retirement income.

Mortality Rates used in the actuarial valuation are as follows:

Mortality Rates — Pre-Retirement
Employee Mortality Pub-2010 Safety Employee Amount-Weighted Above-
Median Mortality Table, projected generationally with the
two-dimensional mortality improvement scale MP-2021.

Mortality Rates — Post-Retirement
Healthy Mortality Pub-2010 Safety Healthy Retiree Amount-Weighted Above-
Median Mortality Table multiplied by 110% for males and
100% for females, projected generationally with the two-
dimensional mortality improvement scale MP-2021.

Disabled Mortality Pub-2010 Safety Disabled Retiree Amount-Weighted
Mortality Table projected generationally with the two-
dimensional mortality improvement scale MP-2021.

Beneficiary Mortality Not In Pay Status as of Valuation: Pub-2010 General Healthy
Retiree Amount-Weighted Above-Median Mortality Table
increased by 5% for males and females, projected
generationally  with  the  two-dimensional  mortality
improvement scale MP-2021. In Pay Status as of Valuation:
Pub-2010 General Healthy Retiree Amount-Weighted Above-
Median Mortality Table increased by 5% for males and
increased by 10% for females, projected generationally with
the two-dimensional mortality improvement scale MP-2021.
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NOTE 4 - ACTUARIAL METHODS AND ASSUMPTIONS (Continued)

Key Methods and Assumptions Used in Valuation of Total Pension Liability (Continued)

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.

Target Asset Allocation

The long-term expected rate of return on the Plan’s investments was determined using a building-block
method in which expected future real rates of return (expected returns, net of inflation) are developed for
each major asset class. This information is combined to produce the long-term expected rate of return by
weighting the expected future real rates of return by the target asset allocation percentage, and by adding
expected inflation and deducting expected investment expenses and a risk margin. The target allocation
(approved by the Board) and projected arithmetic real rates of return for each measurement class, after
deducting inflation, but before deducting investment expenses, used in the derivation of the long-term
expected investment rate of return assumption, are summarized in the following table as of June 2023:

Long-Term Expected

Asset Class Target Allocation Real Rate of Return
Large Cap U.S. Equity 23.00% 6.00%
Small Cap U.S. Equity 6.00% 6.65%
Developed International Equity 16.00% 7.01%
Emerging Markets Equity 5.00% 8.80%
U.S. Core Fixed Income 9.90% 1.97%
High Yield Bonds 2.75% 4.63%
Global Credit 2.75% 0.89%
TIPS 4.40% 1.77%
Real Estate 7.00% 3.86%
Commodities 1.00% 4.21%
Cash Equivalents 1.00% 0.63%
Private Equity 14.00% 9.84%
Private Credit 2.00% 6.48%
Unconstrained Fixed Income 2.20% 2.50%
REITS 3.00% 5.25%
Total 100.00% 5.80%
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(Continued)

NOTE 4 - ACTUARIAL METHODS AND ASSUMPTIONS (Continued)

Discount Rate

The discount rate used to measure the total pension liability was 7.00% as of June 30, 2023. The projection
of cash flows used to determine the discount rate assumed plan member contributions will be made at the
current contribution rates for each tier and that employer contributions will be made at rates equal to the
actuarially determined contribution rates for each tier. For this purpose, only employer contributions that
are intended to fund benefits for current plan members and their beneficiaries are included. Projected
employer contributions that are intended to fund the service costs for future plan members and their
beneficiaries, as well as projected contributions from future plan members, are not included. Based on those
assumptions, the Plan's Fiduciary Net Position was projected to be available to make all projected future
benefit payments for current plan members. Therefore, the long-term expected rate of return on the Plan’s
investments were applied to all periods of projected benefit payments to determine the total pension liability
as of June 30, 2023.

NOTE 5 - AMORTIZATION OF DEFERRED OUTFLOWS OF RESOURCES AND DEFERRED
INFLOWS OF RESOURCES

Any differences between projected and actual investment earnings on pension plan investments are
amortized over a period of five years beginning with the year in which they occur.

Current period differences between expected and actual experience and changes of assumptions are
amortized over the average of the expected remaining service lives of all employees that are provided with
pensions through LAFPP determined as of June 30, 2022 (the beginning of the measurement period ending
June 30, 2023) is 5.51 years. Prior period differences between expected and actual experience and changes
of assumptions are continued to be amortized based on the expected remaining service lives of all
employees calculated as of those prior measurement dates.

Prior period differences between expected and actual experience and changes of assumptions or other inputs
are continued to be recognized based on the expected remaining service lives of all employees calculated
as of those prior measurement dates.

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

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

=  Setting the remaining service life to zero for each nonactive or retired members.

* Dividing the sum of the above amounts by the total number of active, nonactive and retired
members.
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NOTE 6 - ALLOCATION OF PENSION AMOUNTS TO INDIVIDUAL ENTITY

The total pension liability for each individual entity is obtained from internal valuation results and is
calculated separately for each of the members associated with the Fire and Police Departments, the Airport
Department, and the Harbor Department. The Plan’s Fiduciary Net Position for each entity was estimated
by adjusting the valuation value of assets for each entity by the ratio of the total Plan’s Fiduciary Net
Position to total Plan’s valuation value of assets.

The following items are allocated based on the internal valuation results maintained and calculated
separately for each of the members associated with the Fire and Police Departments, the Harbor Port Police
and Airport Department.

Net Pension Liability

Service cost

Interest on the Total Pension Liability

Current-period benefit changes

Expensed portion of current-period difference between expected and actual experience in the Total
Pension Liability

Expensed portion of current-period changes of assumptions or other inputs

Member contributions

Projected earnings on plan investments

Expensed portion of current-period differences between actual and projected earnings on plan
investments

10. Administrative expense

11. Other

12. Recognition of beginning of year deferred outflows of resources as pension expense

13. Recognition of beginning of year deferred inflows of resources as pension expense
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INDEPENDENT AUDITOR’S REPORT

To the Board of Fire and Police Pension Commissioners
City of Los Angeles

Los Angeles Fire and Police Pension System

Los Angeles, California

Report on Schedule of Other Postemployment Benefits Amounts
Opinion

We have audited the accompanying schedule of other postemployment benefits amounts by entity (the Schedule)
of the Los Angeles Fire and Police Pension OPEB Plan (the Plan) administered by the Los Angeles Fire and
Police Pension System (LAFPP) of the City of Los Angeles, which collectively comprise the net other
postemployment benefits liability, total deferred outflows of resources, total deferred inflows of resources, and
total other postemployment benefits expense as of and the for the year ended June 30, 2023, and the related
notes.

In our opinion, the Schedule referred to above presents fairly, in all material respects, the respective net other
postemployment benefits, total deferred outflows of resources, total deferred inflows of resources, and total
other postemployment benefits expense for the Plan as of and for the year ended June 30, 2023, in accordance
with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Schedule section of our report. We are required to be independent of the
Plan and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating
to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.

Responsibilities of Management for the Schedule
Management is responsible for the preparation and fair presentation of the Schedule in accordance with
accounting principles generally accepted in the United States of America, and for the design, implementation,

and maintenance of internal control relevant to the preparation and fair presentation of the Schedule that is free
from material misstatement, whether due to fraud or error.

! CPA

The CPA. Never Underestimate The Value™
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Auditor’s Responsibilities for the Audit of the Schedule

Our objectives are to obtain reasonable assurance about whether the Schedule is free from material misstatement,
whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is
a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted
in accordance with GAAS will always detect a material misstatement when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements
are considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the Schedule.

In performing an audit in accordance with GAAS, we:
e  Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the Schedule, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the Schedule.

e  Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Plan's internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
Schedule.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

Other Matters

We have audited, in accordance with GAAS and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States, the financial
statements of the System as of and for the year ended June 30, 2023, and our report thereon, dated November
27,2023, expressed unmodified opinions on those financial statements.
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Restriction on Use

Our report is intended solely for the information and use of the Plan’s management, the Board of Fire and Police

Pension Commissioners, the Plan’s participating entities and their auditors; and is not intended to be, and should
not be, used by anyone other than these specified parties.

Los Angeles, California
October 15, 2024
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LOS ANGELES FIRE AND POLICE PENSION SYSTEM
NOTES TO THE SCHEDULE OF OTHER POSTEMPLOYMENT BENEFITS AMOUNTS
AS OF JUNE 30, 2023

NOTE 1 - PLAN DESCRIPTION

The Los Angeles Fire and Police Retiree Other Postemployment Benefits Plan (Plan) is administered by
the Los Angeles Fire and Police Pension System (LAFPP). LAFPP is a single employer public employee
retirement system whose main function is to provide retirement benefits to the safety members employed
by the City of Los Angeles. There are three participating entities in LAFPP: (1) the Harbor Department (an
enterprise fund), (2) Airport Department (an enterprise fund) and (3) the other members associated with the
City of Los Angeles’ Fire and Police Departments.

LAFPP is administered by a Board of Commissioners composed of five commissioners who are appointed
by the Mayor, two commissioners elected by Police members of the Plan and two commissioners elected
by Fire members of the Plan. Under the provisions of the City Charter, the City Administrative Code and
the State Constitution, the Board has the responsibility to administer the Plan.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation and Basis of Accounting

Entities participating in the Plan are required to report Other Postemployment Benefits information in their
financial statements for fiscal periods beginning on or after June 15, 2017, in accordance with
Governmental Accounting Standards Board (GASB) Statement No. 75, Accounting and Financial
Reporting for Postemployment Benefits Other Than Pensions. The Schedule of Other Postemployment
Benefits Amounts by Entity (Schedule) provide participating entities with the required information for
financial reporting related to Other Postemployment Benefits provided through the Plan.

The accompanying Schedule was prepared in accordance with accounting principles generally accepted in
the United States of America.

Use of Estimates
The preparation of the Schedule in conformity with accounting principles generally accepted in the United

States of America requires management to make estimates and assumptions that affect the reported amounts
during the reporting period. Actual results could differ from those estimates.
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NOTES TO THE SCHEDULE OF OTHER POSTEMPLOYMENT BENEFITS AMOUNTS
AS OF JUNE 30, 2023
(Continued)

NOTE 3 — NET OPEB LIABILITY

The components of the net OPEB liability for all entities as of June 30, 2023 are as follows:

Measurement Date June 30, 2023
Reporting Date for Employer June 30, 2024
Total OPEB Liability:
Service Cost $77.652.864
Interest 255,592,946
Differences between Expected and Actual Experience 18.082.420
Change of Assumptions (31,715,725)
Benefit Payments, Including Refunds of Member Contributions (153.917.921)
Net Change in Total OPEB Liability 165,694,584
Total OPEB Liability — Beginning 3,649.332.287
Total OPEB Liability - Ending $3.815.026.871
Plan’s Fiduciary Net Position:
Employer Contributions $186.418.480
Net Investment Income 214.763471
Benefit Payments, Including Refunds of Member Contributions (153,917,921)
Administrative Expense (2,571,417)
Net Change in Plan’s Fiduciary Net Position 244 692,613
Plan’s Fiduciary Net Position — Beginning 2,722,122 493
Plan’s Fiduciary Net Position — Ending $2.966.815.106
Net OPEB Liability - Ending $848,211,765
Plan’s Fiduciary Net Position as a Percentage
of the Total OPEB Liability 77.77%
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NOTES TO THE SCHEDULE OF OTHER POSTEMPLOYMENT BENEFITS AMOUNTS

AS OF JUNE 30, 2023

(Continued)

NOTE 4 - ACTUARIAL METHODS AND ASSUMPTIONS

Key Methods and Assumptions Used in Valuation of Total OPEB Liability

The total OPEB liability as of June 30, 2023 was determined by the actuarial valuation as of June 30, 2023.
The actuarial assumptions were based on the results of an experience study for the period from July 1, 2019
through June 30, 2022 and the health assumptions letter dated August 29, 2023. They are the same as the
assumptions used in the June 30, 2023 funding actuarial valuation. In particular, the following actuarial
assumptions were applied to all periods included in the measurement.

Significant actuarial assumption and other key inputs used to measure the total OPEB liability:

Actuarial Cost Method
Actuarial Assumptions:
Investment Rate of Return
Inflation Rate
Projected Salary Increases

Across-the-Board Pay Increase

Entry Age Actuarial Cost Method

7.00%, including inflation but net of investment expenses
2.50%

3.90% to 12.00% based on years of service, including inflation
for 2021

0.50%

Mortality Rates used in the actuarial valuation are as follows:

Mortality Rates — Pre-Retirement
Employee Mortality

Mortality Rates — Post-Retirement
Healthy Mortality

Disabled Mortality

Beneficiary Mortality

Pub-2010 Safety Employee Headcount-Weighted-Median
Mortality Table, projected generationally with two-
dimensional mortality improvement Scale MP-2021.

Pub-2010 Safety Healthy Retiree Headcount-Weighted
Above-Median Mortality Table multiplied by 110% for males
and 100% for females, projected generationally with two-
dimensional mortality improvement Scale MP-2021.

Pub-2010 Safety Disabled Retiree Headcount-Weighted
Mortality Table, projected generationally with the two-
dimensional mortality improvement Scale MP-2021.

Not In Pay Status as of Valuation: Pub-2010 General Healthy
Retiree Amount-Weighted Above-Median Mortality Table
increased by 5% for males and females, projected
generationally  with  the two-dimensional  mortality
improvement scale MP-2021. In Pay Status as of Valuation:
Pub-2010 General Healthy Retiree Amount-Weighted Above-
Median Mortality Table increased by 5% for males and
increased by 10% for females, projected generationally with
the two-dimensional mortality improvement scale MP-2021.
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NOTE 4 - ACTUARIAL METHODS AND ASSUMPTIONS (Continued)

Key Methods and Assumptions Used in Valuation of Total OPEB Liability (Continued)

The Pub-2010 mortality tables and adjustments as shown above 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.

Target Asset Allocation

The long-term expected rate of return on the Plan’s investments was determined using a building-block
method in which expected future real rates of return (expected returns, net of inflation) are developed for
each major asset class. This information is combined to produce the long-term expected rate of return by
weighting the expected future real rates of return by the target asset allocation percentage, and by adding
expected inflation and deducting expected investment expenses and a risk margin. The target allocation
(approved by the Board) and projected arithmetic real rates of return for measurement class, after deducting
inflation, but before deducting investment expenses, used in the derivation of the long-term expected
investment rate of return assumption, are summarized in the following table as of June 2023:

Long-Term Expected

Asset Class Target Allocation Real Rate of Return
Large Cap U.S. Equity 23.00% 6.00%
Small Cap U.S. Equity 6.00% 6.65%
Developed International Equity 16.00% 7.01%
Emerging Markets Equity 5.00% 8.80%
U.S. Core Fixed Income 9.90% 1.97%
High Yield Bonds 2.75% 4.63%
Global Credit 2.75% 0.89%
TIPS 4.40% 1.77%
Real Estate 7.00% 3.86%
Commodities 1.00% 4.21%
Cash Equivalents 1.00% 0.63%
Private Equity 14.00% 9.84%
Private Credit 2.00% 6.48%
Unconstrained Fixed Income 2.20% 2.50%
REITS 3.00% 525%
Total 100.00% 5.80%
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NOTE 4 - ACTUARIAL METHODS AND ASSUMPTIONS (Continued)

Discount Rate

The discount rate used to measure the total OPEB liability was 7.00% as of June 30, 2023. As contributions
that are required to be made by the City to amortize the Unfunded Actuarial Accrued Liability in the funding
valuation are determined on an actuarial basis, the future Actuarially Determined Contributions and current
Plan assets, when projected in accordance with the method prescribed by GASB 75, are expected to be
sufficient to make all benefit payments to current members.

NOTE 5 - AMORTIZATION OF DEFERRED OUTFLOWS OF RESOURCES AND DEFERRED
INFLOWS OF RESOURCES

Any differences between projected and actual investment earnings on the plan investments are amortized
over a period of five years beginning with the year in which they occur.

Current period differences between expected and actual experience and changes of assumptions are
amortized over the average of the expected remaining service lives of all employees that are provided with
benefits through LAFPP determined as of June 30, 2022 (the beginning of the measurement period ending
June 30, 2023) is 6.88 years.

Prior period differences between expected and actual experience and changes of assumptions or other inputs
are continued to be recognized based on the expected remaining service lives of all employees calculated
as of those prior measurement dates.

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

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

=  Setting the remaining service life to zero for each nonactive or retired members.

* Dividing the sum of the above amounts by the total number of active, nonactive and retired
members.
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NOTE 6 - ALLOCATION OF OPEB AMOUNTS TO INDIVIDUAL ENTITY

The total OPEB liability for each individual entity is obtained from internal valuation results and is
calculated separately for each of the members associated with the Fire and Police Departments, the Airport
Department, and the Harbor Department. The Plan’s Fiduciary Net Position for each entity was estimated
by adjusting the valuation value of assets for each entity by the ratio of the total Plan’s Fiduciary Net
Position to total Plan’s valuation value of assets.

The following items are allocated based on the internal valuation results maintained and calculated
separately for each of the members associated with the Fire and Police Departments, the Harbor Port Police
and Airport Department.

Net OPEB Liability

Service cost

Interest on the Total OPEB Liability

Current-period benefit changes

Expensed portion of current-period difference between expected and actual experience in the Total
OPEB Liability

Expensed portion of current-period changes of assumptions or other inputs

Member contributions

Projected earnings on plan investments

Expensed portion of current-period differences between actual and projected earnings on plan
investments

10. Administrative expense

11. Recognition of beginning of year deferred outflows of resources as OPEB expense

12. Recognition of beginning of year deferred inflows of resources as OPEB expense
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