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Total Compensation Systems, Inc.

West Hills Community College District
Actuarial Study of Retiree Health Liabilities

PART I: EXECUTIVE SUMMARY
A. Introduction

This report was produced by Total Compensation Systems, Inc. for West Hills Community College District
to determine the liabilities associated with its current retiree health program as of a June 30, 2023 measurement date
and to provide the necessary information to determine accounting entries for the fiscal year ending June 30, 2023.
This report may not be suitable for other purposes such as determining employer contributions or assessing the
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D. Description of Retiree Benefits

All employees can voluntarily elect an optional retiree health plan at hire. Employees who were hired prior
to the effective date of the plan had one open enrollment period prior to the effective date. These employees will
have no other opportunity to enroll. The voluntary plan has two options. Under Option 1, retirees have a specified
cap for medical, dental and vision coverage to age 65. This cap is adjusted from year to year. At age 65, the plan
contribution is limited to $500 per month. Option 2 is the same except the monthly contribution limit at age 65 and
beyond is $1,000. To qualify for the benefits, a retiree must be at least age 55 with 10 years of service at retirement.

In addition to the above voluntary plan, represented employees are also eligible for the benefits below —
whether or not they elect voluntary coverage (i.e. plan contribution limits are cumulative).

Certificated Classified
Benefit types provided Medical only Medical only
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PART II: LIABILITIES AND COSTS FOR RETIREE BENEFITS
A. Introduction.

We calculated the actuarial present value of projected benefit payments (APVPBP) separately for each
participant. We determined eligibility for retiree benefits based on information supplied by West Hills CCD. We
then selected assumptions that, based on plan provisions and our training and experience, represent our best
prediction of future plan experience. For each participant, we applied the appropriate assumption factors based on
the participant's age, sex, length of service, and employee classification.

The actuarial assumptions used for this study are summarized beginning on page 14.

B. Liability for Retiree Benefits.

For each participant, we projected future premium costs using an assumed trend rate (see Appendix C). To
the extent West Hills CCD uses contribution caps, the influence of the trend factor is further reduced. We multiplied
each future year's benefit payments by the probability that benefits will be paid; i.e. based on the probability that the
participant is living, has not terminated employment, has retired and remains eligible. The probability that benefit
will be paid in any future year is zero if the participant will not be eligible. The participant will not be eligible if s/he
will not have met minimum service, minimum age or, if applicable, maximum age requirements.

The product of each year's benefit payments and the probability the benefit will be paid equals the expected
cost for that year. We multiplied the above expected cost figures by the probability that the retiree would elect
coverage. A retiree may not elect to be covered if retiree health coverage is available less expensively from another
source (e.g. Medicare risk contract) or the retiree is covered under a spouse's plan. Finally, we discounted the
expected cost for each year to the measurement date June 30, 2023 at 5.75% interest.

For any current retirees, the approach used was similar. The major difference is that the probability of
payment for current retirees depends only on mortality and age restrictions (i.e. for retired employees the probability
of being retired and of not being terminated are always both 100%).

The value generated from the process described above is called the actuarial present value of projected
benefit payments (APVPBP). We added APVPBP for each participant to get the total APVPBP for all participants
which is the estimated present value of all future retiree health benefits for all current participants. The APVPBP is
the amount on June 30, 2023 that, if all actuarial assumptions are exactly right, would be sufficient to expense all
promised benefits until the last participant dies or reaches the maximum eligibility age. However, for most actuarial
and accounting purposes, the APVPBP is not used directly but is instead apportioned over the lifetime of each
participant as described in the following sections.
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U 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.

ua Participation rates indicate what proportion of retirees are expected to elect retiree health benefits if
a significant retiree contribution is required. Higher participation rates increase costs.

ua The discount rate estimates investment earnings for assets earmarked to cover retiree health benefit
liabilities. The discount rate depends on the nature of underlying assets for funded plans. The rate
used for a funded plan is the real rate of return expected for plan assets plus the long term inflation
assumption. For an unfunded plan, the discount rate is based on an index of 20 year General
Obligation municipal bonds rated AA or higher. For partially funded plans, the discount rate is a
blend of the funded and unfunded rates.

E. Total OPEB Liability

The assumptions listed above are not exhaustive, but are the most common assumptions used in actuarial
cost calculations. If all actuarial assumptions are exactly met and an employer expensed the service cost every year
for all past and current employees and retirees, a sizeable liability would have accumulated (after adding interest and
subtracting retiree benefit costs). The liability that would have accumulated is called the Total OPEB Liability
(TOL). The excess of TOL over the value of plan assets is called the Net OPEB Liability (NOL). Under GASB 74
and 75, in order for assets to count toward offsetting the TOL, the assets have to be held in an irrevocable trust that is
safe from creditors and can only be used to provide OPEB benefits to eligible participants.

Changes in the TOL can arise in several ways - e.g., as a result of plan changes or changes in actuarial
assumptions. Change in the TOL can also arise from actuarial gains and losses. Actuarial gains and losses result
from differences between actuarial assumptions and actual plan experience. GASB 75 allows certain changes in the
TOL to be deferred (i.e. deferred inflows and outflows of resources).

Under GASB 74 and 75, a portion of actuarial gains and losses can be deferred as follows:

U Investment gains and losses are deferred five years.

a Experience gains and losses are deferred over the Expected Average Remaining Service Lives

(EARSL) of plan participants. In calculating the EARSL, terminated employees (primarily retirees)
are considered to have a working lifetime of zero. This often makes the EARSL quite short.

u Liability changes resulting from changes in economic and demographic assumptions are also
deferred based on the EARSL.

u Liability changes resulting from plan changes, for example, cannot be deferred.
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F. Valuation Results

This section details the measured values of the concepts described on the previous pages. Because this is a
roll-forward valuation, the results shown in this section do not match the overall results as of the measurement date.

1. Actuarial Present Value of Projected Benefit Payments (APVPBP)

Actuarial Present Value of Projected Benefit Payments as of June 30, 2022 Valuation Date

Total Certificated Classified Management
Active: Pre-65 Benefit ~ $14,034,170 $4,972,664 $6,421,914 $2,639,592
Post-65 Benefit $4,716,309 $2,214,937 $1,734,330 $767,042

10
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3. Total OPEB Liability and Net OPEB Liability

If actuarial assumptions are borne out by experience, the District will fully accrue retiree benefits by

11
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H. Procedures for Future VValuations

GASB 74/75 require annual measurements of liability with a full actuarial valuation required every two
years. This means that for the measurement date one year following a full actuarial valuation, a streamlined “roll-
forward” valuation may be performed in place of a full valuation.

13
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PART I1l: 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 West Hills CCD to understand that the appropriateness of all selected actuarial
assumptions and methods are West Hills 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, West Hills CCD’s actual historical experience, and TCS’s judgment
based on experience and training.

A. ACTUARIAL METHODS AND ASSUMPTIONS:

ACTUARIAL COST METHOD: GASB 74 and 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 a participant by participant basis and then aggregated.

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 West Hills CCD regarding practices with respect to employer and
employee contributions and other relevant factors.

14
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B. ECONOMIC ASSUMPTIONS:
Economic assumptions are set under the guidance of Actuarial Standard of Practice 27 (ASOP 27). Among other

15
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C. NON-ECONOMIC ASSUMPTIONS:

Economic assumptions are set under the guidance of Actuarial Standard of Practice 35 (ASOP 35). See Appendix C,
Paragraph 52 for more information.

MORTALITY
Participant Type Mortality Tables
Certificated 2020 CalSTRS Mortality
Classified 2017 CalPERS Mortality for Miscellaneous and Schools Employees
RETIREMENT RATES
Employee Type Retirement Rate Tables
Certificated Hired 2012 and earlier: 2020 CalSTRS 2.0% @60 Rates
Hired 2013 and later: 2020 CalSTRS 2.0% @62 Rates
Classified Hired 2012 and earlier: 2017 CalPERS 2.0% @55 Rates for Schools Employees
Hired 2013 and later: 2017 CalPERS 2.0% @62 Rates for Schools Employees
Management Hired 2012 and earlier: 2017 CalPERS 2.0% @55 Rates for Schools Employees

Hired 2013 and later: 2017 CalPERS 2.0% @62 Rates for Schools Employees

COSTS FOR RETIREE COVERAGE

Actuarial Standard of Practice 6 (ASOP 6) Section 3.7.7(c)(3) provides that unadjusted premium may be used as the
basis for retiree liabilities if retiree premium rates are not subsidized by active premium rates. We evaluated active and
retiree rates and determined that there is not likely to be a subsidy between active and retiree rates. Therefore, retiree
liabilities are based on actual employer contributions. Liabilities for active participants are based on the first year costs
shown below. Subsequent years’ costs are based on first year costs adjusted for trend and limited by any District
contribution caps.

Participant Type Future Retirees Pre-65 Future Retirees Post-65

16
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PART IV: APPENDICES

APPENDIX A: DEMOGRAPHIC DATA BY AGE

ELIGIBLE ACTIVE EMPLOYEES BY AGE AND EMPLOYEE CLASS

Age Total Certificated Classified Management
Under 25 6 0 6 0
25-29 21 1 17 3
30-34 46 3 32 11
35-39 45 5 24 16
40-44 48 15 21 12
45-49 45 21 14 10
50 - 54 47 19 12 16
55 -59 30 10 16 4
60 — 64 22 8 10 4
65 and older 6 3 2 1
Total 316 85 154 77

17
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Mortality Table

2017 CalPERS Retiree Mortality for Miscellaneous and
Schools Employees

Disclosure

The mortality assumptions are based on the 2017 CalPERS
Retiree Mortality for Miscellaneous and Schools Employees
table created by CalPERS. CalPERS periodically studies
mortality for participating agencies and establishes mortality
tables that are modified versions of commonly used tables. This
table incorporates mortality projection as deemed appropriate
based on CalPERS analysis.

Mortality Table

2020 CalSTRS Mortality

Disclosure

The mortality assumptions are based on the 2020 CalSTRS
Mortality table created by CalSTRS. CalSTRS periodically
studies mortality for participating agencies and establishes
mortality tables that are modified versions of commonly used
tables. This table incorporates mortality projection as deemed
appropriate based on CalSTRS analysis.

52.c: Experience Studies Following are the tables the retirement and turnover assumptions

are based upon. Inasmuch as these tables are based on appropriate populations, and that
these tables are used for pension purposes, we believe these tables to be the most
appropriate for the valuation.

Retirement Tables

Retirement Table | 2017 CalPERS 2.0%@355 Rates for Schools Employees
Disclosure The retirement assumptions are 1.04 Tf1 00 1 409.39 379.51 Tn

20
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Turnover Tables

| Turnover Table | 2017 CalPERS Termination Rates for School Employees

Disclosure The turnover assumptions are based on the 2017 CalPERS
Termination Rates for School Employees table created by
CalPERS. CalPERS periodically studies the experience for

participating agencies and establishes tables that are appropriate
for each pool.

21
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Prior periods were not restated due to the fact that prior valuations were not rerun in
accordance with GASB 75. It was determined that the time and expense necessary to rerun
prior valuations and to restate prior financial statements was not justified.

23






Total Compensation Systems, Inc.

CHANGES OF ASSUMPTIONS
Increase (Decrease) in OPEB Expense Arising from the Recognition of Effects of
Changes of Assumptions
(Measurement Periods)
Original Amounts Amounts to be
Recognition ~ Recognized in Recognized in
Measurement  Changes of Period OPEB Expense OPEB Expense
Period Assumptions (Years) through 2022 2023 after 2023 2024 2025 2026 2027 2028 Thereafter
2019-20 $419,765 12.9 $97,620 $32,540 $289,605 $32,540 $32,540 $32,540 $32,540 $32,540 $126,905
2020-21 $422,035 12.9 $65,432 $32,716 $323,887 $32,716 $32,716 $32,716 $32,716 $32,716 $160,307
2022-23 $0 0 $0 $0 $0
Net Increase (Decrease) in OPEB Expense $163,052 $65,256 $613,492 $65,256 $65,256 $65,256 $65,256 $65,256 $287,212

25
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INVESTMENT GAINS AND LOSSES

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

Investment Gains and Losses
(Measurement Periods)

Original Amounts Amounts to be
Recognition ~ Recognized in Recognized in
Measurement  Investment Period OPEB Expense OPEB Expense
Period (Gain)/Loss (Years) through 2022 2023 after 2023 2024 2025 2026 2027 2028 Thereafter
2018-19 $33,577 5 $26,864 $6,713 $0
2019-20 $222,882 5 $133,731 $44,577 $44,574 $44,574
2020-21 ($1,679,351) 5 ($671,742) ($335,871) ($671,738) ($335,871) ($335,867)
2021-22 $2,955,891 5 $591,179 $591,179 $1,773,533 $591,179 $591,179 $591,175
2022-23 ($419,012) 5 $0 ($83,803) ($335,209) ($83,803) ($83,803) ($83,803) ($83,800)
Net Increase (Decrease) in OPEB Expense $80,032 $222,795 $811,160 $216,079 $171,509 $507,372 ($83,800) $0 $0

26
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APPENDIX E: 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

27
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Pay As You Go Cost: The projected benefit payments to retirees in a given year as estimated by the
actuarial valuation. Actual benefit payments are likely to differ from these
estimated amounts. For OPEB plans that do not pre-fund through an irrevocable
trust, the Pay As You Go Cost serves as an estimated amount to budget for annual
OPEB payments.

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

28



