
Total Compensation Systems, Inc. 
 

 

Long Beach City College 
Actuarial Study of 

Retiree Health Liabilities Under GASB 74/75 

Roll-forward Valuation 

Valuation Date: June 30, 2019 

Measurement Date: June 30, 2020 

 

Prepared by: 

Total Compensation Systems, Inc. 

 

Date: September 1, 2020 

 





Total Compensation Systems, Inc. 
 

 

 
 1 

 Long Beach City College 
Actuarial Study of Retiree Health Liabilities 

PART I: EXECUTIVE SUMMARY 

A.  Introduction 

 

 Long Beach City College engaged Total Compensation Systems, Inc. (TCS) to analyze liabilities associated 

with its current retiree health program as of June 30, 2020 (the measurement date). This valuation report is based on 

an earlier GASB 75 valuation as of June 30, 2019. We used standard actuarial “roll-forward” methodology to 

estimate the Total OPEB Liability (TOL) as of the measurement date. The Fiduciary Net Position (FNP) is based on 

the actual FNP at June 30, 2020. The numbers in this report are based on the assumption that they will first be used 

to determine accounting entries for the fiscal year ending June 30, 2020. If the report will first be used for a different 

fiscal year, the numbers may need to be adjusted accordingly. 

 

 This report does not reflect any cash benefits paid unless the retiree is required to provide proof that the cash 

benefits are used to reimburse the retiree’s cost of health benefits. Costs and liabilities attributable to cash benefits 

paid to retirees are reportable under applicable Governmental Accounting Standards Board (GASB) Standards. 

 

 This actuarial study is intended to serve the following purposes: 

 

 To provide information to enable Long Beach CCD to manage the costs and liabilities associated 

with its retiree health benefits. 

 

 To provide information to enable Long Beach CCD to communicate the financial implications of 

retiree health benefits to internal financial staff, the Board, employee groups and other affected 

parties. 

 

 To provide information needed to comply with Governmental Accounting Standards Board 

Accounting Standards 74 and 75 related to "other postemployment benefits" (OPEB's). 

 

 Because this report was prepared in compliance with GASB 74 and 75, Long Beach CCD should not use 

this report for any other purpose without discussion with TCS. This means that any discussions with employee 

groups, governing Boards, etc. should be restricted to the implications of GASB 74 and 75 compliance. 

 

 We calculated the following estimates separately for active employees and retirees.  As requested, we also 

separated results by the following employee classifications: Certificated, Classified and Management.  We estimated 

the following: 

 

  the total liability created. (The actuarial present value of total projected benefit payments or 

APVPBP) 

 

  ten years of projected benefit payments. 

 

  the "total OPEB liability (TOL)."  (The TOL is the portion of the APVPBP attributable to 

employees’ service prior to the measurement date.)  

 

  the “net OPEB liability” (NOL). For plans funded through a trust, this represents the 

unfunded portion of the liability. 
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 the service cost (SC). This is the value of OPEB benefits earned for one year of service. 

 





Total Compensation Systems, Inc. 
 

 

 
 3 

C.  Description of Retiree Benefits 

 

 Following is a description of the current retiree benefit plan: 
 

 Faculty Classified Management 

Benefit types provided Medical only Medical only Medical only 

Duration of Benefits 1 year for every 5 

years of service*** 

1 year for every 3 

years of service 

1 year for every 3 

years of service 

Required Service 15 Years* 12 Years* 12 Years* 

Minimum Age 55 50 50 

Dependent Coverage Yes Yes Yes 

College Contribution % 96% single, 

94% Two-party 

92% Family** 

96% single, 

94% Two-party 

92% Family** 

96% single, 

94% Two-party 

92% Family** 

College Cap Same as active**** Same as active**** Same as active**** 

*Those hired prior to 2/1/95 may elect the above benefits or coverage to age 67 if retiring before age 65, or 2 to 4 

years of coverage (depending on years of service) if retiring at age 65 or older. 
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  Long Beach CCD should establish a way of designating employees as eligible or ineligible for 
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The signing actuary is independent of Long Beach CCD and any plan sponsor. TCS does not intend to 

benefit from and assumes no duty or liability to other parties who receive this report. TCS is not aware of any 

relationship that would impair the objectivity of the opinion.  

On the basis of the foregoing, I hereby certify that, to the best of my knowledge and belief, this report is 

complete and has been prepared in accordance with generally accepted actuarial principles and practices and all 

applicable Actuarial Standards of Practice. My experience and continuing education are consistent with the 

requirements described for actuaries under the Qualification Standards of the American Academy of Actuaries. 

Respectfully submitted, 

 
Geoffrey L. Kischuk 

Actuary 

Total Compensation Systems, Inc. 

(805) 496-1700 
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  Retirement rates determine what proportion of employees retire at each age (assuming employees 

reach the requisite length of service). Retirement rates often vary by employee classification and 

implicitly reflect the minimum retirement age required for eligibility. Retirement rates also depend 

on the amount of pension benefits available. Higher retirement rates increase service costs but, 

except for differences in minimum retirement age, retirement rates tend to be consistent between 

public agencies for each employee type. 

 

  Participation rates 
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 2.  Total OPEB Liability (TOL) and Net OPEB Liability (NOL) 

 

 The table below shows the TOL included in the October 16, 2019 valuation report. This TOL is used as the 

beginning of year TOL to roll forward the TOL to June 30, 2020. 

 

Total OPEB Liability (TOL) and Net OPEB Liability (NOL) as of June 30, 2019 

  Total Certificated Classified Management 

Active: Pre-65 $9,944,073 $2,313,150 $5,580,458 $2,050,465 

Active: Post-65 $16,351,739 $10,152,584 $4,378,239 $1,820,916 

Subtotal $26,295,812 $12,465,734 $9,958,697 $3,871,381 

     

Retiree: Pre-65 $2,783,425 $0 $2,110,480 $672,945 

Retiree: Post-65 $7,222,334 $3,073,889 $3,044,220 $1,104,225 

Subtotal $10,005,759 $3,073,889 $5,154,700 $1,777,170 

     

Subtotal: Pre-65 $12,727,498 $2,313,150 $7,690,938 $2,723,410 

Subtotal: Post-65 $23,574,073 $13,226,473 $7,422,459 $2,925,141 

     

Total OPEB Liability (TOL) $36,301,571 $15,539,623 $15,113,397 $5,648,551 

Fiduciary Net Position as of 

June 30, 2019 $8,623,949 

Net OPEB Liability (NOL) $27,677,622 

 

 In order to determine the June 30, 2020 NOL, we used a “roll-forward” technique for the TOL. The FNP is 

based on the actual June 30, 2020 FNP. The following table shows the results of the roll-forward. 

 

Changes in Net OPEB Liability as of June 30, 2020 

  TOL FNP NOL 

Balance at June 30, 2019 $36,301,571 $8,623,949 $27,677,622 

Service Cost $2,345,973 $0 $2,345,973 

Interest on Total OPEB Liability $1,333,611 $0 $1,333,611 

Expected Investment Income $0 $499,449 ($499,449) 
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 4.  Adjustments 

 

We are unaware of any adjustments that need to be made. 
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 PART IV: "PAY AS YOU GO" FUNDING OF RETIREE BENEFITS 

 

 We used the actuarial assumptions shown in Appendix C to project the District’s ten year retiree benefit 

outlay, including any implicit rate subsidy. Because these cost estimates reflect average assumptions applied to a 

relatively small number of employees, estimates for individual years are certain to be inaccurate. However, these 

estimates show the size of cash outflow. 

 

 The following table shows a projection of annual amounts needed to pay the District’s share of retiree health 

costs, including any implicit rate subsidy, that was included in the October 16, 2019 valuation report. 

 

 

Year Beginning 

July 1 Total Certificated Classified Management 
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PART V:  RECOMMENDATIONS FOR FUTURE VALUATIONS 

 

 To effectively manage benefit costs, an employer must periodically examine the existing liability for retiree 

benefits as well as future annual expected premium costs. GASB 74/75 require biennial valuations. In addition, a 

valuation should be conducted whenever plan changes, changes in actuarial assumptions or other employer actions 

are likely to cause a material change in accrual costs and/or liabilities. 

 

 Following are examples of actions that could trigger a new valuation. 

 

   An employer should perform a valuation whenever the employer considers or puts in place 

an early retirement incentive program. 

 

   An employer should perform a valuation whenever the employer adopts a retiree benefit 

plan for some or all employees. 

 

   An employer should perform a valuation whenever the employer considers or implements 

changes to retiree benefit provisions or eligibility requirements. 

 

   An employer should perform a valuation whenever the employer introduces or changes 

retiree contributions. 

 

   An employer sh
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PART VI:  APPENDICES 

APPENDIX A:  MATERIALS USED FOR THIS STUDY 

 

 We relied on the following materials to complete this study. 

 

     

We
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APPENDIX B:  EFFECT OF ASSUMPTIONS USED IN CALCULATIONS 

 

 While we believe the estimates in this study are reasonable overall, it was necessary for us to use 

assumptions which inevitably introduce errors.  We believe that the errors caused by our assumptions will not 

materially affect study results. If the District wants more refined estimates for decision
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APPENDIX C:  ACTUARIAL ASSUMPTIONS AND METHODS 

 

 Following is a summary of actuarial assumptions and methods used in this study. The District should 

carefully review these assumptions and methods to make sure they reflect the District's assessment of its underlying 

experience. It is important for Long Beach CCD to understand that the appropriateness of all selected actuarial 

assumptions and methods are Long Beach CCD’s responsibility. Unless otherwise disclosed in this report, TCS 

believes that all methods and assumptions are within a reasonable range based on the provisions of GASB 74 and 

75, applicable actuarial standards of practice, Long Beach CCD’s actual historical experience, and TCS’s judgment 

based on experience and training. 

 

ACTUARIAL METHODS AND ASSUMPTIONS: 

 

 ACTUARIAL COST METHOD: GASB 74/75 require use of the entry age actuarial cost 

method.  

 

Entry age is based on the age at hire for eligible employees. The attribution period is 

determined as the difference between the expected retirement age and the age at hire. The 

APVPBP and present value of future service costs are determined on an employee by 

employee basis and then aggregated. 

 

To the extent that different benefit formulas apply to different employees of the same class, 

the service cost is based on the benefit plan applicable to the most recently hired employees 

(including future hires if a new benefit formula has been agreed to and communicated to 

employees). This greatly simplifies administration and accounting; as well as resulting in 

the correct service cost for new hires. 

 

 SUBSTANTIVE PLAN: As required under GASB 74 and 75, we based the valuation on the 

substantive plan. The formulation of the substantive plan was based on a review of written 

plan documents as well as historical information provided by Long Beach CCD regarding 

practices with respect to employer and employee contributions and other relevant factors. 
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ECONOMIC ASSUMPTIONS: 

Economic assumptions are set under the guidance of Actuarial Standard of Practice 27 (ASOP 27). Among other 

things, ASOP 27 provides that economic assumptions should reflect a consistent underlying rate of general inflation. 

For that reason, we show our assumed long-term inflation rate below. 

 

 INFLATION: We assumed 2.75% per year used for pension purposes. Actuarial 

standards require using the same rate for OPEB that is used for pension. 

 

 INVESTMENT RETURN / DISCOUNT RATE:  We assumed 3.7% per year net of expenses. 

This is based on assumed long-term return on employer assets. We used the “Building 

Block Method”. (See Appendix E, Paragraph 53 for more information).  Our assessment of 

long-term returns for employer assets is based on long-term historical returns for surplus 

funds invested pursuant to California Government Code Sections 53601 et seq. 

 

 TREND: We assumed 4% per year. Our long-term trend assumption is based on the 

conclusion that, while medical trend will continue to be cyclical, the average increase over 

time cannot continue to outstrip general inflation by a wide margin. Trend increases in 

excess of general inflation result in dramatic increases in unemployment, the number of 

uninsured and the number of underinsured. These effects are nearing a tipping point which 

will inevitably result in fundamental changes in health care finance and/or delivery which 

will bring increases in health care costs more closely in line with general inflation. We do 

not believe it is reasonable to project historical trend vs. inflation differences several 

decades into the future. 

 

 PAYROLL INCREASE: We assumed 2.75% per year. Since benefits do not depend on 

salary (as they do for pensions), using an aggregate payroll assumption for the purpose of 
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 Turnover Tables 

 

Turnover Table 2009 CalSTRS Termination Rates 
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Futuris - Moderate Growth 

Asset Class 

Percentage 

of Portfolio 

Assumed 

Gross Return 

All Fixed Income 55.0000 4.5000 

Real Estate Investment Trusts 4.0000 7.5000 

All Domestic Equities 22.0000 7.5000 

All International Equities 19.0000 7.5000 

 

We looked at rolling periods of time for all asset classes in combination to appropriately 

reflect correlation between asset classes. That means that the average returns for any asset 

class don’t necessarily reflect the averages over time individually, but reflect the return for 

the asset class for the portfolio average. We used geometric means. 

 

53.g: The following table shows the Net OPEB liability with a discount rate 1% higher and 

1% lower than assumed in the valuation. 

 

 Discount Rate 

1% Lower  

Valuation 

Discount Rate 

Discount Rate 

1% Higher 

Net OPEB Liability 
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Paragraph 58: Actuarially Determined Contributions 
 

We have not been asked to calculate an actuarially determined contribution amount. We 

assume the District contributes on an ad hoc basis, but in an amount sufficient to fully fund 

the obligation over a period not to exceed 20 years. 
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CHANGES OF ASSUMPTIONS 
 

  

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

Changes of Assumptions 

(Measurement Periods) 

Measurement 
Period 

Changes of 
Assumptions 

Original 
Recognition 

Period 
(Years) 

Amounts 

Recognized in 

OPEB Expense 

through 2019 2020 

Amounts to be 

Recognized in 

OPEB Expense 

after 2020 2021 2022 2023 2024 2025 Thereafter 
2017-18 $4,557,417 9.6 $949,462 $474,731 $3,133,224 $474,731 $474,731 $474,731 $474,731 $474,731 $759,569 

2019-20 $7,611,813 9.6 $0 $792,898 $6,818,915 $792,898 $792,898 $792,898 $792,898 $792,898 $2,854,425 

            

            

            

Net Increase (Decrease) in 
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APPENDIX G:  GLOSSARY OF RETIREE HEALTH VALUATION TERMS 

 

 

Note: The following definitions are intended to help a non-actuary understand concepts related to retiree health 

valuations.  Therefore, the definitions may not be actuarially accurate. 

 

Actuarial Cost Method: A mathematical model for allocating OPEB costs by year of service. The only 

actuarial cost method allowed under GASB 74/75 is the entry age actuarial cost 

method. 

 

Actuarial Present Value of 

Projected Benefit Payments: The projected amount of all OPEB benefits to be paid to current and future retirees 

discounted back to the valuation or measurement date. 

 

Deferred Inflows/Outflows 

of Resources:  A portion of certain items that can be deferred to future periods or that weren’t 

reflected in the valuation. The former includes investment gains/losses, actuarial 

gains/losses, and gains/losses due to changes in actuarial assumptions or methods. 
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participation rate results in lower service cost and a TOL.  The participation rate 

often is related to retiree contributions. 

 

Retirement Rate: The proportion of active employees who retire each year.  Retirement rates are 

usually based on age and/or length of service.  (Retirement rates can be used in 

conjunction with the service requirement to reflect both age and length of service).  

The more likely employees are to retire early, the higher service costs and actuarial 

accrued liability will be. 

 

Service Cost:  The annual dollar value of the “earned” portion of retiree health benefits if retiree 

health benefits are to be fully accrued at retirement. 

 

Service Requirement: The proportion of retiree benefits payable under the OPEB plan, based on length of 

service and, sometimes, age. A shorter service requirement increases service costs 

and TOL. 

 

Total OPEB Liability (TOL): The amount of the actuarial present value of projected benefit payments 

attributable to employees’ past service based on the actuarial cost method used. 

 

Trend Rate:  The rate at which the employer’s share of the cost of retiree benefits is expected to 


