
REPORT OF THE
CHIEF LEGISLATIVE ANALYST

DATE: September 13, 2018

Honorable Members of the Rules, Elections, and Intergovernmental Relations 
Committee

TO:

Sharon M. Tso 
Chief Legislative Analyst

FROM:
Assignment No: 18-09-0846

Los Angeles City Employees’ Retirement System Recommendation to include 
Opposition to HR 6290 in the 2017-2018 Federal Legislative Program

SUBJECT:

CLA RECOMMENDATION: Adopt the attached Resolution to include in the City’s 2017-2018 
Federal Legislative Program OPPOSITION to HR 6290 (Nunes).

SUMMARY
On August 21, 2018, the Los Angeles City Employees’ Retirement System (LACERS) forwarded 
a bill response report to the Office Chief Legislative Analyst seeking a City position in opposition 
to HR 6290 (Nunes), the Public Employee Pension Transparency Act (PEPTA). On September 6, 
2018, Los Angeles Fire and Police Pensions (LAFPP) submitted a report to the Board of Fire and 
Police Pension Commissioners recommending opposition to HR 6290. This bill would require the 
require State and local governments to report on their pension systems to the U.S. Treasury using 
mandated valuation methods and assumptions.

Upon review, this Office has prepared the attached Resolution to oppose HR 6290.

BACKGROUND
The Governmental Accounting Standards Board (GASB) sets the accounting standards for state 
and local governments. Since its establishment in 1984, GASB has issued 86 statements to enhance 
the transparency, accountability, and clarity of state and local financial reporting. GASB has 
recently reviewed and significantly modified required financial disclosures, including recording 
unfunded pension liabilities on state and local government balance sheets. GASB considered and 
rejected the assumptions and calculations proposed by PEPTA as inappropriate for governmental 
entities.

The City’s pension systems, LACERS, LAFPP, and Water and Power Employees’ Retirement 
Plan (WPERP), currently comply with the accounting and reporting standards under the GASB as 
well as the Actuarial Standards of Practice (ASOPS) maintained by the Actuarial Standards Board. 
These agencies also make their audited financial statements and Comprehensive Annual Financial 
Reports available on City websites and the California State Controller’s website.

PEPTA would impose federal mandates on Plan sponsors and threaten the tax-exempt status of 
their municipal bonds during periods of noncompliance. PEPTA uses the Treasury Spot Yield 
curve rate, which is half the assumed rate of return that LACERS uses to calculate the total pension



liability. This would result in LACERS reporting higher unfunded liabilities and understate the 
fund. PEPTA’s reporting requirement, using valuation methods, could create confusion and 
misunderstanding on the financial health of public pension systems among taxpayers and Plan 
sponsors because of PEPTA’s inconsistencies with reporting standards already required by GASB. 
Plan sponsors that fail to comply with PEPTA would receive severe penalties and lose the ability 
to issue tax-exempt bonds during any period of noncompliance.
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RESOLUTION

WHEREAS, any official position of the City of Los Angeles, with respect to legislation, 
rules, regulations or policies proposed to or pending before a local, state, or federal governmental 
body or agency must have first been adopted in the form of a Resolution by the City Council with 
the concurrence of the Mayor; and

WHEREAS, HR 6290 (Nunes), the Public Employee Pension Transparency Act (PEPTA), 
introduced on June 28, 2018, would require State and local governments to report on their pension 
systems to the U.S. Treasury using mandated valuation methods and assumptions; and

WHEREAS, PEPTA would prohibit states and localities from issuing tax-exempt bonds 
unless they file annual PEPTA compliant reports on their public pension systems to the U.S. 
Treasury Department; and

WHEREAS, PEPTA would require assumptions and calculations that were rejected by the 
Governmental Accounting Standards Board (GASB) for being inappropriate for governmental 
entities; and

WHEREAS, the GASB sets public pension accounting and reporting standards, which the 
Los Angeles City Employee Retirement System (LACERS), Los Angeles Fire and Police Pensions 
(LAFPP), and Water and Power Employees’ Retirement Plan (WPERP) already comply with; and

WHEREAS, PEPTA’s reporting requirements would impose additional data gathering and 
analysis, resulting in increased workload and cost in order to avoid the severe penalty of losing the 
ability to issue tax-exempt bonds during periods of noncompliance;

NOW, THEREFORE, BE IT RESOLVED, with the concurrence of the Mayor, that by the 
adoption of this Resolution, the City of Los Angeles hereby includes into its 2017-2018 Federal 
Legislative Program OPPOSITION to HR 6290 (Nunes), which would require State and local 
governments to report on their pension systems to the U.S. Treasury using mandated valuation 
methods and assumptions.
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CITY OF LOS ANGELES

BILL RESPONSE REPORT

DEPARTMENT/BUREAU/OFFICE BILL NO. AUTHOR

LOS ANGELES CITY EMPLOYEES’ 
RETIREMENT SYSTEM (LACERS)

H.R.6290 Rep. David Nunes

PREPARED BY EXT. DATE AMENDED DATE

Chhintana Kurimoto (213) 978-6861 08/21/2018

BILL SUBJECT/TITLE: Public Employee Pension Transparency Act (PEPTA)

Describe the impact this bill will have on your department or the City, its program(s), and/or its constituency (state existing 
law or practice, a summary of the effect the bill will have on existing department operations, etc.).

The passage of this bill would impose an undue burden on the City’s pension systems, by requiring 
reporting to the U.S. Treasury using mandated valuation methods and assumptions. The reporting 
requirements would cause public pension plans to report their unfunded liabilities in a manner 
inconsistent with Governmental Accounting Standard Board (GASB) requirements by significantly 
understating the funded status of the Plans. PEPTA’s reporting requirements will impose additional 
data gathering and analysis, resulting in increased workload and cost. Furthermore, the failure to 
comply with the reporting requirements would impose a severe penalty- Plan sponsors would be 
prohibited from issuing tax-exempt bonds during any period of non-compliance.

I.

Give estimate of cost or savings to your department (include SB 90 reimbursements, if applicable).II.

If PEPTA is enacted LACERS would be subject to additional annual reporting requirements to the US 
Treasury that is different from what is currently reported in accordance with accounting and reporting 
standards. Details of the reporting requirements are not known therefore the cost of preparation of 
this report is unknown at this time; however, it would likely involve staff time and contracted audit and 
actuarial services.

III. Arguments both AFor@ and AAgainstS this bill.

Claim: increases transparency of the public pension systemsFor:



Against:
Burdens sovereign local governments with federal mandates which are onerous, and 

diverts attention from local priorities.

Threatens the City’s ability to issue tax exempt bonds unless LACERS/other 
retirement plans file the mandated reports.

Provides misleading and confusing understatement of LACERS/other retirement plans 
funded status.

No further transparency of the public pension systems is provided through PEPTA as 
LACERS already complies with the accounting and reporting standards under the 
Governmental Accounting Standards Board (GASB) as well as the Actuarial Standards of 
Practice (ASOPS) maintained by the Actuarial Standards Board. Our audited financial 
statements and Comprehensive Annual Financial Report are posted on www.lacers.org 
and on the California State Controller’s website.

FOR CLA USE ONLY
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Recommended position and justification:IV.

G No Position G Support G Oppose G Amend
X

Describe reasons for recommended position (include relevant existing City legislative policy, and any proposed amendments in 
underline and strii format).

PEPTA would impose unnecessary and burdensome federal mandates on Plan sponsors and 
threaten the tax-exempt status of their municipal bonds. PEPTA uses the treasury spot yield curve 
rate which is half the assumed rate of return that LACERS uses to calculate the total pension 
liability. Therefore, it would make LACERS appear to report higher unfunded liabilities and 
understate the fund. PEPTA’s reporting requirement using valuation methods will create 
confusion and misunderstanding on the financial health of public pension systems among taxpayers 
and Plan sponsors. Plan sponsors that fail to comply will be imposed a severe penalty and will lose 
the ability to issue tax-exempt bonds during any period of non-compliance. LACERS strongly 
opposes the bill.

V. Interested Parties:

Indicate any interest other departments or organizations may have on the bill. Also, list any contacts you made in preparing 
this information.

Los Angeles Fire and Police Pensions 
Water and Power Employees Retirement Plan 
City Administrative Office 
Chief Legislative Analyst’s Office 
Mayor’s Office 
City Council



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

Los Angeles, CA 90013 
(213) 279-3000

111i

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS

SEPTEMBER 6, 2018DATE: ITEM: A.8

RAYMOND P. CIRANNA, GENERAL MANAGERFROM:

SUBJECT: OPPOSITION TO PROPOSED LEGISLATION H.R. 6290, PUBLIC EMPLOYEE 
PENSION TRANSPARENCY ACT AND POSSIBLE BOARD ACTION

RECOMMENDATION

That the Board:

1) Oppose H.R. 6290: Public Employee Pension Transparency Act (PEPTA), as currently 
drafted; and

2) Direct the General Manager to communicate the Board’s position to the Office of the Chief 
Legislative Analyst.

DISCUSSION

In June 2018, the National Conference on Public Employee Retirement Systems (NCPERS) alerted 
public pension systems and associations that the Public Employee Pension Transparency Act 
(“PEPTA”) was being reintroduced as H.R. 6290 in the 115th Congress by Representative Devin 
Nunes (Attachment). NCPERS requested that opposition letters be sent to congressional 
delegations. The PEPTA legislation has been introduced in each Congressional session since 2010.

If enacted, PEPTA would impose unprecedented and burdensome federal reporting requirements 
on state and local public pension plans. It would require the Plan to file annual reports with the U.S. 
Secretary of the Treasury using mandated valuation methods and assumptions that would be 
inconsistent with the current Governmental Accounting Standards Board (GASB) requirements, and 
the Plan’s actuarial assumptions, thus dramatically understating the funded status of the pension 
system. H.R. 6290 would also require the Secretary of Treasury to provide the disclosure of pension 
liabilities to the public through a searchable website. Failure to comply with the reporting 
requirements would result in the City’s inability to issue tax-exempt bonds during any period of non
compliance.

PEPTA does not save taxpayer dollars, protect employee pension benefits, improve state and local 
retirement system funding, or provide decision-useful information to policymakers. Rather, it 
creates an expensive federal bureaucracy and imposes red tape on government operations that will 
only serve to divert taxpayer resources from other priorities. H.R. 6290 also ignores the fact that 
state and local governments have recently made modifications to pension financing, benefits 
structures, or both, none of which required federal intervention. State and local governments, such 
as the City of Los Angeles, have the fiscal responsibility for their retirement programs, have



comprehensive oversight and reporting requirements in place, and have recently taken steps to 
strengthen their retirement systems. Our system:

• Is subject to fiduciary, investment and administrative laws through the Los Angeles City 
Charter, Los Angeles Administrative Code and California State Constitution and is overseen 
by a Board of Commissioners.

• Follows the standards for financial disclosures through the Governmental Accounting 
Standards Board (GASB). GASB is recognized by governments, the accounting industry 
and capital markets as the official source of generally acceptable principles for state and local 
governments. During a recent review and revision process of its accounting standards on 
pension reporting, GASB considered and rejected the assumptions and calculations 
proposed by PEPTA as inappropriate for government entities.

• Uses actuaries that adhere to Actuarial Standards of Practice (ASOP) to certify on our 
financial condition, including the funding status and City contributions. ASOPs are 
maintained by the Actuarial Standards Board (ASB), which identifies what U.S. actuaries 
should consider, document and disclose. The ASB is reviewing possible changes to ASOPs 
applicable to pensions, including assumptions and disclosures.

LAFPP financial information is transparent and publicly posted and is searchable on our website. 
Financial data is also forwarded to the California State Controller each year and posted on their 
website.

The LACERS Board of Administration is proposing that the City’s three pension systems, the Chief 
Legislative Analyst’s Office, the Office of the Mayor and City Council take an official City position to 
oppose PEPTA. Due to the reasons stated above, staff recommends the Board join with LACERS 
to recommend to the City to take an official position of opposing H.R. 6290.

BUDGET

The recommendation will not impact the budget at this time.

POLICY

The recommendation will not initiate any policy changes at this time.

CONTRACTOR DISCLOSURE INFORMATION

There is no contractor disclosure information required with this report.

This report was prepared by:

Barbara Nobregas, Management Analyst 
Communications & Education Section
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