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June &, 2000

Board of Retmament

Crange County Employees Retirerment System
2223 Wellington Avenue

Santa Ana, CA 92701

Dear Board Members:

It is with great pleasure that we submit the Comprehensnwe Annual Financial
Report (CAFR) of the Orange County Employees Retirement System
(OCERS) for the calendar year ended December 31, 1999, the System's 55th
year of operation. Information contained in this report is designed to provide a
complata and accurate review of the year's opserations and is the
responsibility of the CCERS' managament,

Structure of the Report
This repodt is presented in five sectiona:

The Introduciory Section describes the System's management and
organizaticnal structure, a summary of the plan provisions and a listing of
the professional services used.

The Financial Section containg the opinion of the independent auditors,
Emat & Young LLP. and the general purposs financial statemants of the
System.

= The Investment Section containg the Chief Investment Officers letter, the
Imvestment Consultant's statement produced by Callan  Associates,
OCERS' imvestment consulting firm, along with graphs and schedules
regarding asset  allocation, asset  diversification, amd  history  of
parformands,

M=+ The Actuaral Section includes the certification letter produced by the
independent actuary, Towears Parrin, along with suppording schedules and

ottt L informatian.

:m', ity The Statistical Section contains graphs and schedules with comparative
ebowad i rarw data related to aclive and deferred membership. retired membearship,
trcwibeni average monthly retimement benefits, revenues and expenses, and
T paricipating employars.

ehmn] o rew

racmabaers]
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Board af Retimezment
June 5, 2000
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Aceouniing Sysiem and Reports

This CAFR was prepared in conformity with generally accepted accounting principles
and reporting guidelines sel forth by the Govemmental Accounting Standards Board
(GASE) in Statement Mo, 25, Financial Reporfing for Defined Beneft Pension Plans and
Meote Disclosures for Defined Contnbufions Plans, and the County Employess
Retirement Law aof 1937,

The accompanying financial stalements are prepared wsing the accrual basis of
accounting. Contributions from employers and members are recognized in the period in
which meambers provide sendices, Investment income s recognized as revenos when
eamed. Expenses are recorded when comresponding liabilities are incumred, regardless
of when payment is due.

Ernst & Young LLP, independent auditors, have awdited the genesal purpase financial
staterments. Management believes that internal comtrol is adequate and that the
accompanying statements, schedubas and tables are fairly presanted.

Certificate of Achievement

The Government Finance Officers Association of the Unided Stales and Canada
(GFOA) awarded 8 Cerificate of Achievement for Excellence in Fimancial Repaorting to
CCERS for its Comprehensive Annual Fmancial Report for the fiscal year ended
Decamber 31, 19898, The Certificate of Achievement is a prestigious national award
recognizing confarmandse with the highest standards for preparation of state and local
government financlal repaorts,

In order 1o be awarded a Cedificate of Achievement, a government unit must publish an
eagily readable and efficently organized Comprehensive Annual Financial Report,
whose contents conform o program standards, Such comprehensive annual financial
report must satisfy both generally accepted accountng principles and applicable legal
requirements.

A Cerificate of Achievermnent is valid for a penod of ong year only, We believe our
current report continues 1o conform fo the Cerificale of Achievement program
requirements, and we are submitting it to GFOA for evaluation.

Additions to Plan Mot Assels

The ioial addifions to plan net assets for 18899, including net appreciation n fair value of
invasimeants and net of investment management fees, ware 3758,462,000. This amouni
incledes member and employer contributions of 573,284,000 and net investmeni
income of 685718000, Net investment income represented an increase of
192 Z27.000 over price year, this increase was affributabde mainly to higher net
appreciation in fair value of investments, Details of the components of the additicns to
plan net assels are included in the Statements of Changes in Plan Ned Assels on
page 19,

OCERS
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Dieductions (o Plan Met Assets

Deaductions for 19099, excluding investment management and securnty lending fees,
were $153,343,000, which represented a decrease of 32 812,000 over prior vear. This
decrease was the resull of lower retirerment benefits payments, kower refunds of
contributions  and interest to members, and lower admimsiralive expenses. The
components of the total deductons are payments of retisernent benefits  of
5140.736,000, refunds of contributione and interest to terminated members of
56,513,000 and administrative expenses of 56,054 000,

Changes In System Memberships
CCERS membership increasas for the calendar year 1990 were as follows

InGrase
_ 1999 1998  (Decrease) _Change
Active Members 20,357 19,432 926 4 TB%
Retired Members 7.537 7244 293 4.04%
Defermed Membars 1,376 1,179 197 16.71%
Pending Status 177 571 (394) (69.00%)

Financial and Economic Summany

The past year has been a prosperous year for OCERS, Growth in the econamy has
come mainly from the construction, whole trade, engineernmg, and management
sarvices, software, bioiechmology, business services, and enfterainment ndustries,
while vanous other industries also seem to be making progress. The California state
aconamy should canfinue 1o oulpace growth n the rest of the nation. Tax revenues for
the State of California have increased and it is anticipated that additional revenues will
be made avallable to Counties, Ciles and Special Districts.

The rate of job growth declined in 19289 for the first time since the recession ended in
1981, Job growth dipped from 5% in 1988 1o 3.2% in 1999, bul that is still higher than
job growth in the LS, {2.2%) and ather California counties, Orange County added an
estimated 39,000 jobs duning 1999, as compared 1o 61,000 jobs added in 1998, Gross
county product for 1959 was 5112.6 billien as compared to 31001 billion for 1598
Orange County's housing demand continued to strengthen during 1959,

<<
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Investment Summany

CDCERS investrmants furmed in & solid peformance during 1995, For the 1999 year, the
portfolio eamed a total return of 15.68%, well abowe the actuanal earnings assumglion
Crhar long-tarm periods, the porifolio has eamed total annualized retums of 16.35% over
thie past Tive years, and 13.08% aver the past seven years and one-half years. On a fair
valug basis, the tatal plan net assets grew from 54,246, 593,000 1o 34,651,712,000.

Funding

CCERS funding chijectne is bo meet long-term benefit obligations through contributions
and Invesiment income, As of December 31, 1999, the funding ratio of the Systermn was
approximately at 97.87%,; a sk-year history of QCERS” funding progress 15 presented
on page 34 For 1890, OCERS experienced an increase of $605 119,000 m plan net
assots, Details of the components of this increase are included in the Staterment of
Changes in Plan Nel Assets on page 19,

Conclusion

W waould like o lake this opporunily to thank the members of the Syslem for their
confidence in SCCERS during the past year. We also want o &xpress our thanks o the
Board of Retirement for its dedicated effort in supporting the Syatem through this past
yvear. Likewisa, we thank the consuliants and staff for their commiiment to OCERS and
for thisir diligend waork o assure the System’s conlinued sucoessful operation,

Respectfully submitied,
| = _-.;_.
q..-":ﬁiwj {fﬁf’éﬁfﬂ a

Rayrond A, Fleming " Tol Dang
Executive Director Chief Financial Officer

OCERS
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CERTIFICATE OF ACHIEVEMENT

Certificate of

Achievement

for Excellence
in Financial
Reporting

Presented to

Orange County Employees
Retirement System,
California

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
December 31, 1998

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.

el
oy President
. / E ; / Z

Executive Director




MEMBERSOF THE BOARD OF RETIREMENT
AS OF DECEMBER 31, 1999

Regular Members:

F ‘ Thomas J. Lightvoet
Mary K. Abbott Appointed Member
Elected Member - General - S Vice Chair 1999
Orange County Employees - ‘ Appointed by Board of Supervisors
Retirement System Term expired May 1, 1998, or
Term expires December 30, 2000 until re-appointed or replaced

~ John M.W. Moorlach
Ex-Officio Member

County Treasurer-Tax Collector
Term expires December 31, 2002

Keith L. Concannon
Elected Member - Retired Employees
Term expires December 30, 2001

Frank E. Eley
Elected Member - General
Public Facilites&
Resources Department
Term expires December 30, 2001

" Reed L. Royalty
Appointed Member
Appointed by Board of Supervisors
Term Expires September 15, 2001

CharlesH. Smons

Appointed Member

Appointed by Board of Supervisors
Term expires January 12, 2001

ThomasN. Fox

Elected by Safety Members (Sheriff)
Chairperson 1998-1999

Term expires June 30, 2000

Alternate Member:

Michael J. Carmody

Elected Member — Safety

" | (Alternate for Safety Members)
Alternatefor al Elected Members
Fire Department

Term expires June 30, 2000

— GeorgeW. Jeffries

Appointed Member

Appointed by Board of Supervisors
Term expires September 15, 2001

OCERS >> 7




SUMMARY OF PLAN PROVISIONS
AS OF DECEMBER 31, 1999

Plan Description and History

OCERS was established in 1945 by the County of Orange (County) Board of Supervisors
under the provisions of the County Employees Retirement Law of 1937, and provides
members with retirement, death, disability, and cost-of-living benefits. It isa cost-sharing,
multiple-employer defined benefit pension plan governed by a nine-member Board of
Retirement.

Members employed prior to September 21, 1979, are designated as Tier | members. The
Board of Supervisors amended the plan by adopting certain sections of the Government
Codefor members entering the plan after September 20, 1979, who aredesignated as Tier |1
members. All regular full-time employees or part-time employees, scheduled to work 20
hours or more per week for the County or other participating employers become members
of the plan upon employment.

Monthly Salary Base for Benefits

Highest one-year average for Tier | members; three-year average for Tier 11 members.

Service Retirement

A. Eligibility

10yearsof serviceand age 50, or 30 years of service and any age (20 yearsfor safety
members); age 70 with any service.

B. Benefit Formulaper Year of Service

Tier I: 1/50 x Final Average Monthly Compensation x Years of Service Credit x
Factor Based on Age at Retirement = Monthly Allowance.

Tier 11: 1/60 x Final Average Monthly Compensation x Years of Service Credit x
Factor Based on Age at Retirement = Monthly Allowance.

Non-Service Connected Disability

A. Eligibility
Fiveyears of service.

B. Benefit Formula per Year of Service

Tier I: 1.8% x Yearsof Service Credit x Final Average Monthly Compensation.
(If benefit islessthan 1/3 of final average monthly compensation, years
of service credit to age 62 can be added in order to pay up to amaximum
of one-third of final average monthly compensation.)



Tier 11:  1.5% x Yearsof Service Credit x Final Average Monthly Compensation.
(If benefit islessthan 1/3 of final average monthly compensation, years
of service credit to age 65 can be added in order to pay up to amaximum
of one-third of final average monthly compensation.)

Service Connected Disability

A. Eligibility
No age or service requirement.
B. Bengfit
50% of final average monthly compensation.

Active Member Death Before Completion of Five Years of Service

Refund of employee contributions with interest plus one months' salary for each year of
service to amaximum of six months' salary.

Active Member Death After Completion of at L east Five Years of Service

Qualified Surviving Spouse, or child, has the following options:

A. Refund of employee contributions with interest plus one month’s salary for each
year of service to amaximum of six months' salary; or

B. 60% of earned benefit payable to surviving eligible spouse; or

C. Combined benefit equal to alump-sum payment plus areduced monthly allowance.
If no eligible spouse or child exists, the named beneficiary receives refund of employee
contributionswith interest plus one month’s salary for each year of serviceto amaximum of

six months' salary.

Service-Connected Death

50% of final average monthly compensation payable to qualified spouse, or eligible child
(if no qualified spouse).

Death After Retirement

A. Non-Service Connected Disability Retirement

60% of member’s unmodified allowance continued to eligible spouse. (Member
may elect amodified allowance at time of retirement.)



10.

11.

12.

13.

B. Service-Connected Disability Retirement

100% of member’s allowance continued to eligible spouse or eligible child.

C. $1,000 Burial Benefit

Payable to named beneficiary following death of original retiree.

Withdrawal Benefits

A. Less than Five Years of Service

Refund of accumulated employee contributions with interest.

B. Five or More Years of Service

If contributionsareleft on deposit, the member isentitled to the earned vested benefits
commencing at any time after member would have been eligible to retire.

Post-Retirement Cost-of-L iving Benefits

Based on changes in Consumer Price Index to a maximum of 3% per year; percentage in
excess of 3% is“banked” for future increases.

County Contributions

Determined by Projected Unit Credit funding method with a 30-year declining period
amortization of Unfunded Actuarial Accrued Liability.

Member Contributions-Tier | (Tier 11 in parentheses)

Normal based on entry age, 1/200 (1/120) at 60 for Genera Members; 1/200 (1/100) at 50
for Safety Members. Cost-of-Living contributions equal to percentage of normal: 45.40%
(25.89%) of General; 83.53% (41.80%) of Safety.
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Orange County Employees Retirement System
ORGANIZATION

INVESTMENT DIVISION: Thisdivisionisresponsible for the administration and management
of theinvestment program, in accordance with policies, regulations, and guidelines set forth by the
Board of Retirement. Itisresponsiblefor theinterfacewith investment managers, including monitoring
investment performance objectives, adherence to investment guidelines, conducting due diligence
visitstoinvestment managers' sites, and interviewing prospectiveinvestment managers. Thedivision
isalso responsiblefor theinterface with outside investment consultantsin reviewing and evaluating
al investment managers performance and quarterly investment manager fees.

OPERATIONS DIVISION: This division is comprised of the Member Services and Human
Resources Departments. The Member Services Department isresponsible for providing all benefit
servicesto the members of the System. Thisincludes benefit cal culations, evaluation of claimsfor
disability retirement, preparation of datato support applications for retirement, preparation of the
retiree payroll, membership counseling, and communications to all active, retired, and deferred
membersthrough publications, newsl etters, and our web site. The Human Resources Department is
responsiblefor providing administrative and clerical support servicesfor OCERS, aswell asfor the
maintenance of membership records of all OCERS members. In addition, the Human Resources
Department is responsible for purchasing, building management, and for the internal payroll and
personnel functions of OCERS.

FINANCE DIVISION: Thisdivisoniscomprised of the Accounting Department and the Information
Technology Department. The Accounting Department is responsible for al the financial records
and reportsincluding financia statements, control and balancing of payroll, members contributions,
and reconciliation of investments. The Information Technology Department is responsible for
providing computer and technical support for OCERS including the maintenance of membership
data on the HP 3000/937, the production of the retiree payroll, and Electronic Fund Transfer tapes.
In addition, this Department isa so responsiblefor OCERS' Loca AreaNetwork (LAN) and persond
computers.

LEGAL DIVISION: TheLegal Division provideslegal advice and representation to the Board of
Retirement and the Orange County Employees Retirement System on awide variety of issuesaffecting
OCERS. Among other things, this includes issues involving disability retirements, investments,
legislation, vendor contracts, and family law.



PROFESSIONAL SERVICES
As of December 31, 1999

CONSULTING SERVICES INVESTMENT MANAGERS
ACTUARY DOMESTIC EQUITY
TowersPerrin Artisan Partners
Timothy J. Marnell, ASA (M.A.AA)) Atlanta, GA
Chicago, IL

BarclaysGlobal Investors
INVESTMENT CONSULTANT San Francisco, CA
Callan Associates, Inc. Cadence Capital Management
Michael J. O’ Leary, Jr., CFA Boston, MA
Denver, CO

Dodge & Cox
INDEPENDENT AUDITOR San Francisco, CA
Ernst & YoungLLP Delawarelnvestment Advisers
Irvine, CA Philadel phia, PA
GENERAL COUNSEL Geewax Terker

Phoenixville, PA
Lawrence S. Offner

Chief Legal Officer Siphron Capital M anagement, Inc.
Orange County Employees Retirement System Beverly Hills, CA
SantaAna, CA

STI Capital Management
INVESTMENT COUNSEL Orlando, FL
Stradling, Yocca, Carlson & Rauth GLOBAL FIXED INCOME

Newport Beach, CA

Boston Partners Asset Management
FIDUCIARY COUNSEL Company, LP

Boston, MA

Steefd Levitt & Weiss

San Francisco, CA Delaware International Advisers, Ltd.
London, England

TAX COUNSEL

Kennedy Associates, Inc.
Jeffer, Mangels, Butler & Marmaro Seattle, WA
LosAngeles, CA
L oomis, Sayles & Company
Boston, MA

Pacific Investment Management Company
(PIMCO)
Newport Beach, CA



INVESTMENT MANAGERS (Cont.)

INTERNATIONAL EQUITY

Capital Guardian Trust Company
LosAngeles, CA

Schroder Capital Management | nter national
London, England

REAL ESTATE

Domestic
American Realty Advisors
Glendale, CA

DA Management
Newport Beach, CA

SSR Realty Advisors
San Francisco, CA

PMRealty Advisors
Newport Beach, CA

Sentinel Real Estate Corporation
New York, NY

|nternational

PRICOA Property Investment
Management, Ltd.

London, England

NON-TRADITIONAL INVESTMENTS

Managers
Brinson Partners, Inc.

Chicago, IL

HarbourVest Partners, LLC
Boston, MA

Limited Partnerships
TCW Asset Management Company
LosAngeles, CA

Whippoorwill Associates, Inc.
WhitePlains, NY

Timber
Hancock Timber Resource Group
Boston, MA

Prudential Timber Investments, Inc.
Boston, MA

CUSTODIAN

State Street California
Alameda, CA
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1E-HED Vi Fariian Averis
Irving, Caliomia 926121551

Report of Independent Auditors

Orrange County Employess Retirement System
Board of Betirement

We have audited the accompanying general purpose financial statements of the Orange
County Employess Retirement System (System) as of and for the vears ended
December 31, 1999 and 1998, as listed in the table of contemts, These general purpose
financial stafements are the responsibility of the Syslem’s management, Cur
responsibility is o express an opinion on these general purpose Nnancial satements
hased on our audits.

We conducted our audits in accordance with generally accepted auditing standards, Those
stamdards require that we plan and perform the audit to obain reasonable assurance about
whether the general purpose financial statements are free of material misstatement. An
gudit includes examining. on a test basis, evidence supporting the amounts and
disclosures in the general purpose financial statements. An audit alse includes assessing
the accounting principles used and significant estimates made by management, as well as
evaluating the overall general purpose financial statement presentation. We believe that
our audils provide a reasonable Basis for our opinion.

In oair opinion, the general purpose Anancial stalements referred 1o above present furly,
in all material respects, the plan net assets of the Orange County Employees Retirement
Svstem at December 31, 1999 and 1998, and the changes in its plan net assets for the
vears then ended, in conformity with generally accepted accounting principles.

Our audits were made for the purpose of forming an opinion on the general purpose
financial statements taken as a whole, The accompanying supplemental infosmation
included as “Other Supplementary Information,” as listed in the wble of comtents, is
presented for purpeses of additional analysis and 15 not a required panl of the general
purpes: finoncial statements of the System. Such information has been subjected 1o the
auditing procedures applied in our awdits of the general purpose Ninancial statements and,
in cur opinion, is firly presented in all material respects in relation to the general purpose

financial statements 1aken as a whole,
‘éMwJﬁ + MLLF

orrisn & Viiingd (L o ikt ol Bl & Toding Inkee ailicrsl, Lud

May 14, 2000

(1]
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GENERAL PURPOSE FINANCIAL STATEMENTS



ORANGE COUNTY EMPLOYEESRETIREMENT SYSTEM

STATEMENTSOF PLAN NET ASSETS

(inthousands)

Assets
Cash and Short-Term Investments
Cash and Cash Equivalents (Note E)
Collateral Held for Securities Lent (Note E)
Total Cash and Short-Term Investments

Receivables
Forward Currency Contracts, Net (Note F)
I nvestment Income
Securities Sales
Employer/Employee Contributions
Total Receivables

Investments, at Fair Value (Notes B and E)
United States Government Debt
Securities and Corporate Bonds
Foreign Bonds
Domestic Equity Securities
International Equity Securities (Note E)
Real Estate

Venture Capital and Limited Partnership Interest (Note E)

Total Investments
Fixed Assets, Net (Note B)
Total Assets
Liabilities
Collateral Held for Securities Lent (Note E)
Securities Purchased
Other
Total Liabilities
Net AssetsHeld in Trust for Pension Plan Benefits

(A schedule of funding progressis presented
on page 34.)

See accompanying notes to financial statements.

December 31

1999 1998
144,499 $ 135,750
230,029 206,740
374,528 342,490
- 925
27,633 40,416
15,105 18,328
7,103 6,613
49,841 66,282
1,605,021 1,595,495
177,202 176,528
1,645,702 1,411,357
870,593 535,226
311,441 330,533
287,980 177,231
4,897,939 4,226,370
878 851
5,323,186 4,635,993
230,029 206,740
222 874 165,393
18,571 17,267
471,474 389,400
4851 712 $ 4,246,593




ORANGE COUNTY EMPLOYEESRETIREMENT SYSTEM

STATEMENTS OF CHANGESIN PLAN NET ASSETS

Additions
Contributions (Note C)
Employer
Employee
Total Contributions

Investment Income:
Net Appreciation in
Fair Value of Investments (Note E)
Interest on:
Domestic and International Securities
Cash with County Treasurer (Note E)
Short-Term Investment Fund (Note E)
Domestic Dividends
Rental Income
International Dividends
Venture Capital and Limited Partnership
Securities Lending Revenues (Note E)
Total Investment Income

LessInvestment Expenses

Less Securities Lending Fees (Note E)
Net Investment Income

Total Additions
Deductions
Participants’ Benefits
Member Withdrawals
Administrative Expenses (Note G)
Total Deductions

Net Increase

Net Assets Held in Trust for Pension Plan Benefits

Beginning of Year
End of Year

See accompanying notes to financial statements.

(inthousands)

Years Ended December 31

1999

17,591
55,693

73,284

491,992

120,315
26

14,709
26,981
8,251
37,725
1541

701,540
(15,890)

(472)

685,718

758,462

140,736
6,513
6,094

153,343

605,119

4,246,593

4,851,712

1998

17,977
50,557

68,534

276,965

103,274
37
1,512
48,692
33,080
9,590
35,974
1,386

510,510
(16,540)

(479)

493,491

562,025

142,457
7,848
5,850

156,155

405,870

3,840,723

4,246,593




ORANGE COUNTY EMPLOYEESRETIREMENT SYSTEM
DECEMBER 31, 1999

NOTESTO FINANCIAL STATEMENTS

A. Description of Plan

Thefollowingisabrief description of the Orange County Employees Retirement System (OCERS). Participants
should refer to their Summary Plan Description for more complete information.

1. General. OCERSIisacost-sharing multiple-employer, defined benefit pension plan covering substantially
all employeesof the County of Orange (County) and of thefollowing agencies. Orange County Transportation
Authority, Department of Education (closed to new members), City of San Juan Capistrano, UCI Medical
Center (closed to new members), Foothill/Eastern Transportation Corridor Agency, San Joaguin Hills
Transportation Corridor Agency, Cypress Recreation and Park District, Sanitation Districts of Orange County,
Capistrano Valley Water District, Capistrano Beach Sanitation District, Orange County Employees
Retirement System, Orange County Cemetery District, Santiago Library System, Orange County Vector
Control District, Orange County Fire Authority, and Orange County Law Library.

The participating entities share proportionally in al risks and costs, including benefit costs. One actuarial
valuation is performed for OCERS as awhole, and the same contribution rates apply to each participating
entity.

OCERS was established in 1945 under the provisions of the County Employees Retirement Law of 1937
(County Retirement Law), and provides members with retirement, death, disability, and cost-of-living
benefits. OCERS is arelated organization of the County of Orange, California. The Board of Retirement
consists of nine members of which four are appointed by the County’s Board of Supervisors, four are
elected by the members of OCERS, and the County Treasurer is an ex-officio member. The County of
Orange is not financially accountable for OCERS. During 1994, OCERS obtained a 100% interest in a
subsidiary, OCRS Holding Corporation, which has been blended inthesefinancia statements. OCRSHolding
Corporation was dissolved on January 31, 1999.

The Board of Supervisors adopted certain sections of the Government Code for members employed after
September 20, 1979, designated as Tier || members. The establishment of Tier 11 resulted in reduced
allowances to those members. Members employed prior to September 21, 1979, are designated as Tier |
members. The differences between Tier | and Tier 11 benefits are discussed bel ow.

2. Retirement Allowances. An employee with ten or more years of serviceisentitled to an annual retirement
allowance beginning at age 50. The amount of the retirement allowance is based upon the member’s age at
retirement, the member’s “final compensation” as defined in Section 31462 of the Retirement Law of
1937, and the total years of service under OCERS.

Retirement Allowances for Tier | members are calculated using a fixed formula which will provide an
allowance equal to 2 percent of the member’s “final compensation” for each full year of service credit at
age 57. Retirement allowancesfor Tier |1 members are cal culated using afixed formulawhich will provide
the same alowance at approximately age 61%-.



NOTESTO FINANCIAL STATEMENTS (Continued)

If an employee terminates before rendering five years of service, the employeeforfeitstheright to receive
benefits and is entitled to withdraw the employee contributions made, together with accumulated interest,
unless the member enters a reciprocal retirement system and elects to keep these monies on deposit with
OCERS.

If an employee terminates after five years of service, the employee may elect to leave the accumulated
deposits in the retirement fund and be granted a deferred retirement allowance at the time the member
would have been entitled to the allowance if service had been continued.

3. Death and Disability Benefits. Upon the death of an active employee, adeath benefit, equal to the deceased
member’saccumulated contributions, plus 1/12 of the annual compensation earnabl e by the deceased member
during the 12 monthsimmediately preceding death, multiplied by the number of completed yearsof service
under OCERS, but not exceeding six months compensation, is paid to the employee’'s beneficiary. Upon
the death of any member of OCERS who would have been entitled to retirement, the surviving spouse, as
an option, may receive an annua alowance equal to 60 percent of the retirement allowance to which the
deceased member would have been entitled as of the date of death. The death of amember due to service-
connected injury or disease entitles the decedent’s surviving spouse or child under 18 years of age to
receivean annua allowance equal to one-half themember’s*final compensation.” In addition, the beneficiary
of any member who diesbeforeretirement with at |east ten years of service under OCERS, or after retirement
whilereceiving aretirement allowance from OCERS, is paid adeath benefit of $750 or $1,000, respectively.

An active employee who becomes totally disabled as a result of a service-connected injury or disease is
paid an annual disability allowance equal to thelarger of 50 percent of the employee’s*“final compensation”
or the normal retirement benefits accumulated by the member as of the date the member became disabled.
An active employee who becomes totally disabled as aresult of nonservice-connected disease or injury is
paid an annual allowance up to one-third of the employee’s*final compensation,” or the normal retirement
benefits accumulated by the member as of the date of disability, whichever isthe larger amount.

4. Active and Retired Members. The following is a summary of OCERS membership composition at
December 31, 1999 and 1998:

Active Personnel

(unaudited)
December 31
1999 1998

General Members

County and Agencies Paid by County Payroll 15,322 14,514

Outside Agencies 2,479 2,462

Subtotal - Genera Members 17,801 16,976
Safety Members

County and Agencies Paid by County Payroll 1,802 1,716

Outside Agencies 754 740

Subtotal - Safety Members 2,556 2,456

Total Active Members 20,357 19,432
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Active Personnel (cont.)

(unaudited)
December 31
1999 1998
Deferred (General & Safety) Members
Regular 729 537
Employment with Other Agencies (Reciprocity) 647 642
Subtotal - Deferred Members 1,376 1,179
Pending - Retirement or Withdrawal Members
General 171 554
Safety 6 17
177 571
Total Active, Deferred, and Pending 21,910 21,182

At December 31, 1999 and 1998, 13,602 and 13,349 active members, respectively, had morethan 5 yearsof service
and were vested.

Retired Personnel Receiving Benefits

(unaudited)
December 31, 1999 December 31, 1998
Gen. Safety Total Gen. Safety Total

Service Retirements 5,165 410 5,575 4,997 362 5,359
Continuances 658 76 734 584 48 632

Subtotal -Service Retirements 5,823 486 6,309 5,581 410 5,991
Service-Connected

Disability 465 204 669 447 235 682

Continuances 64 42 106 34 13 47

Subtotal-Service Disability 529 246 775 481 248 729
Nonservice-Connected

Disability 291 12 303 412 23 435

Continuances 109 41 150 89 0 89

Subtotal-Nonservice Disability 400 53 453 501 23 524

Total Retired Personnel 6,752 785 7,537 6,563 681 7,244
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5. EmployeePurchased Annuities. OCERS provides accountsfor additional member contributionsasallowed
under Government Code Section 31627. Contributions plus accumulated interest at the actuarial interest
rate less 50 basis points are held in individual member accounts.

6. Federal Income Tax Status. The Plan has received a determination letter from the Internal Revenue
Service dated August 14, 1985, stating that the Plan is qualified, in form, under Section 401 (a) of the
Internal Revenue Code (the“ Code”) and, therefore, therelated trust is exempt from taxation. Once qualified,
the Plan is required to operate in conformity with the Code to maintain its qualification. The Board of
Retirement believesthe Plan isbeing operated in compliance with the applicable requirements of the Code
and, therefore, believes that the Plan is qualified and the related trust is tax exempt.

B. Summary of Significant Accounting Policies

1. Basis of Accounting. OCERS' financial statements are prepared on the accrual basis of accounting.
Contributions from employers and members are recognized as revenue in the period in which members
provide services. Investment income is recognized as revenue when earned. The net appreciation
(depreciation) infair value of investments held by OCERS isrecorded asan increase (decrease) to investment
income based on the valuation of investments at year end. Expenses are recorded when corresponding
liabilities are incurred, regardless of when payment is due. Under GASB Statement No. 20, Accounting
and Financial Reporting for Proprietary Funds and Other Governmental Entities That Use Proprietary
Fund Accounting, OCERS has el ected not to apply Financial Accounting Standards Board pronouncements
issued after November 30, 1989.

The accompanying financial statements include the accounts of OCERS and its wholly-owned subsidiary
OCRS Holding Corp., incorporated March 1994. All intercompany accounts and transactions have been
eliminated in consolidation. In January 1999, the OCRS Holding Corporation was dissolved.

2. Valuation of Investments. Quoted market prices are used to value United States Government and agency
securities, corporate and foreign bonds and debentures, and domestic and international common stocks.
Real estate equity investments are stated at fair value, determined by independent appraisals performed on
the propertiesheld. Thevaluesof venture capital fundsand limited partnership investments were determined
by theinvestment managers based on the underlying financia statementsand performance of theinvestments
and acceptabl e valuation methodol ogies.

3. Fixed Assets. Fixed assets are carried at cost less accumulated depreciation. Depreciation is calculated
using the straight-line method with a5 year useful life for computer software, 5 to 15 years for equipment
and furniture, and 10 years for building improvements. The cost and accumulated depreciation of fixed
assets at December 31, 1999 and 1998, were as follows:
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1999 1998
Furniture and Equipment $ 1,589,000 $ 1,441,000
Computer Software 848,000 832,000
Building and Building Improvements 53,000 53,000
Total Fixed Assets (at cost) 2,490,000 2,326,000
L ess Accumulated Depreciation (1,612,000) (1,475,000)
Total Fixed Assets - Net of Depreciation $ 878,000 851,000

C. Contributions Required and Contributions Made

Asacondition of participation under the provisions of the County Employees Retirement Law of 1937, members
are required to contribute a percentage of their annual compensation to OCERS. For Tier | members, the
normal rate of contribution is based on the member’s age of entry into OCERS, and is calcul ated to provide an
annual annuity equal to 1/200 of the member’s*final compensation” for each year of servicerendered at age 60
for General Members, and at the age of 50 for Safety Members. For Tier 1l General Members, the rate of
contribution is calculated to provide an annual annuity equal to 1/120 of the member’s “final compensation”
for each year of service rendered at age 60. For Tier || Safety Members, therate of contribution iscalculated to
provide an annual annuity equal to 1/100 of the member’s*“final compensation” for each year of servicerendered
at age 50.

Present members accumulated contributions at December 31, 1999 and 1998, were $658,890,000 and
$602,948,000, respectively, including interest credited at an interest rate of 8 percent per annum. Interest is
credited as of June 30 on the balance of themembers accountsas of the prior December 31, and asof December 31
on the balance of the members' accounts as of the prior June 30.

The County and participating agencies funding policy isto make periodic contributionsto OCERS in amounts
such that, when combined with members' contributions and with investment income, will fully provide for all
members’ benefits by the time they retire.

In September 1994, the County of Orange issued $320 million in Pension Obligation Bonds (POB) of which
$318.3 million in proceeds were paid to OCERS to fund the County’s portion of the Unfunded Actuarial
Accrued Liability (UAAL). The proceeds received were recorded as employer contributions in calendar year
1994.

For accounting purposes, OCERS maintains the proceeds for the POB’s in the County Investment Account
(Investment Account). County Counsel, OCERS prior legal counsel, had previously issued an opinion that
requires OCERS to charge all participating agencies the same employer contribution rate based upon type of
membership, i.e., general, safety. Therefore, OCERS and the County of Orange, a single participating district,
entered into an agreement which provides an offsetting credit based upon an amount actuarially determined to
deplete the County Investment Account over the then remaining UAAL amortization period.
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In 1995, the Board of Retirement of OCERS and the County of Orange, entered into an agreement modifying
the previous agreement for the use of the Investment Account. The modification provided, that for the year
1995, theemployer contributionsfor the County of Orangewould be paid entirely from the Investment Account.

Subsequently, in 1996, the Board of Retirement and the County of Orange entered into an agreement for the use
of the Investment Account over anew funding period of 20 years. The agreement providesthat the nvestment
Account will be used to fund the County’s employer contribution and in a decreasing percentage each year. In
1997, the Investment A ccount funded approximately 90% of the County’semployer contribution and the County
made cash contributions for the remaining 10%. For each subsequent year the funding by the Investment
Account will decrease by 5% annually, while the County of Orange employer cash contribution will increase
by acorresponding amount. Asof December 31, 1999 and 1998, the County Investment Account had aremaining
balance, including interest earnings, of $286,139,000 and $302,909,000, respectively.

Contributionsfor 1999 and 1998 approximate $73,284,000 ($17,591,000 employer and $55,693,000 member)
and $68,534,000 ($17,977,000 employer and $50,557,000 member), respectively, consisting of:

1999 1998
Normal Cost $ 72,749,000 $ 63,722,000
Amortization of Unfunded
Actuarial Accrued Liability 535,000 4,812,000
Totd $ 73,284,000 $ 68,534,000

The contributions to OCERS for 1999 and 1998 were made in accordance with the actuarially determined
requirements as follows:

Per cent of Members' Payroll
Sep’99-Dec’@9 Sep’98-Aug’99  Oct '97 - Aug’98
Gen. Safety Gen. Safety Gen. Safety

Employer Contributions:

Normal Cost 435%  8.00% 3.77% 6.79% 338% 5.77%
Amortization of Unfunded

Actuarial Accrued Liability (2.35%) 16.41% (1.91%) 19.65% (1.06%) 17.77%
Subtotal 2.00% 24.41% 1.86% 26.44% 2.32% 23.54%
Additional Contribution 0.00%  0.00% 0.00% 0.00% 0.00%  0.00%
Total 2.00% 24.41% 1.86% 26.44% 2.32% 23.54%

The Memorandum of Understanding (MOU) between OCERS and the County of Orange requiresthat Employer
Contributions must increase by the lesser of .50% of pay and the amount necessary to increase OCERS
Unallocated Fund Balance (UFB) to 3% of OCERS ' total assets.
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D. Plan Termination

There are no plan termination provisions under the County Employees Retirement Law of 1937 which govern
the operation of OCERS.

E. Investments

1.

I nvestments Authorized. Investments in securities are held by the plan’s custodian. Effective October 1,
1998, State Street California became the successor custodian to Bankers Trust Company.

Government Code Section 31595 authorizes OCERS to invest in any form or type of investment deemed
prudent, including security lending transactions, in the informed opinion of the Retirement Board, except as
otherwise expressly restricted by California Constitution or by law.

I nvestment Concentration. At December 31, 1999 and 1998, OCERS had investmentsin Barclays Global
Investors S& P500 Index Fund which individually represented 14.04% and 14.60%, respectively; of OCERS
plan net assets. No other investments exceeded 5% of the System’s net assets.

Cash and Cash Equivalents. OCERS' investments may not be entirely invested in securities at a given
time. Those funds not in the form of securities are invested in short-term money market funds and cash
equivaents, including the Orange County Investment Pool. At December 31, 1999, OCERS had money
market funds of $144,437,000, which were uninsured and uncollaterized, and pool ed cash in the County of
Orange Treasurer’s Investment Pool of $62,000. Interest in the Orange County I nvestment Pool iscomputed
monthly on an average daily balance.

Credit Risk. OCERS' investments are categorized below to give anindication of thelevel of risk assumed
by OCERS at year-end. The categories are:

Category 1 includes investments that are insured or registered or for which the securities are held by
OCERS or by itsagent in its name.

Category 2, of which OCERS has none, includes uninsured and unregistered investmentsfor which the
securities are held by the counterparty’s trust department or agent in OCERS' name.

Category 3, of which OCERS has none, includes uninsured and unregistered investmentsfor which the
securities are held by broker-dealers or by other counterparties, but not in OCERS' name.

Investments not evidenced by securities are not categorized. The investment values (in thousands) at
December 31, 1999 are summarized asfollows:
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Cost Fair Value
Category 1 Classification
U.S. Government Debt Securities $ 495,716 $ 479,999
Corporate Debt Securities 934,843 892,722
U.S. Government Bonds 140,689 135,128
Foreign Bonds 192,175 175,188
Domestic Equity Securities 770,245 914,992
International Equity Securities 451,749 728,987
Subtotal 2,985,417 3,327,016
Amounts Not Subject to Classification
Investments Held by Broker-Dealers Under
Securities Loans with Cash Collateral:
Corporate Debt Securities 16,034 15,250
U.S. Government Debt Securities 85,017 81,922
Domestic Equity Securities 39,731 49,519
International Equity Securities 37,054 70,978
Foreign Bonds 2,003 2,014
Orange County Treasurer’s Pooled I nvestment 62 62
Real Estate Investments 256,572 311,441
Domestic Equity Index Fund 262,471 681,191
International Pooled Equity Funds 46,597 70,628
Alternative Investment in
Venture Capital and Limited Partnership 205,393 287,980
Subtotal 950,934 1,570,986
Less: Orange County Treasurer’s
Pooled Investment (62) (62)
Total Investments $ 3,936,289 $ 4,897,939

A detailed report of the investment holdingsis available for review at the OCERS location.

5. Net Appreciation. During 1999 and 1998, OCERS' investments (including investments bought and sold,
aswell as held during each year) appreciated in values by $491,992,000 and by $276,965,000,
respectively, asfollows:
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Years Ended December 31
1999 1998
(inthousands)

Net Appreciation (Depreciation) in Fair Value
as Determined by Quoted Market Prices:

Domestic Equity Securities $ 189,586 $ 246,229
United States Government Debt Securities,

Corporate & Foreign Bonds & Debentures (99,061) (4,840)
International Equity Securities 320,659 46,345
Subtotal 411,184 287,734

Net Appreciation (Depreciation) in Fair Value
as Determined by Estimated Fair Value:

Real Estate 8,718 17,104
Alternative 72,090 (27,873)
Total Net Appreciation $ 491,992 $ 276,965

. SecuritiesL ending Contracts. Included in theinvestment accountsfor United States Government securities,
international securities, corporate bonds and debentures, foreign bonds and debentures, and common stocks
at December 31, 1999 and 1998 were securities with fair values of $219,683,000 and $202,524,000,
respectively, which had been lent by OCERS, through asecurities|ending agent, to various securities brokers
inreturn for cash collateral equal to 102 percent (105 percent for international investments) of thefair value
(priced daily) of the securities lent, and additional collateral hasto be provided by the next day if itsvalue
falls to less than 100 percent of the fair value of the securities lent. OCERS invests the cash collateral in
short-term securities that cannot be pledged or sold by OCERS unless the borrower defaults. Securitieson
loan at year-end are presented as unclassified in the preceding schedul e of custodia credit risk. Inlending of
both domestic and international securities, the term to maturity of the securities lent is matched with the
term to maturity of theinvestment of collateral. Such matching existed at year-end. Thereare no restrictions
on the amount of securities that can be lent at one time. There were no violations of the security lending
provisions that occurred during 1999.

OCERS invested the cash collateral in short-term securities, which included certificates of deposit and
commercia paper from certain domestic banks and savings and loans, repurchase agreements through
certain brokers, and certain money market funds. Investments purchased with cash collateral are held by
State Street Californiain separate collateral accounts. The contract with State Street Californiarequiresit
to indemnify OCERS if the borrowers fail to return the securities (and if the collateral is inadequate to
replace the securities lent). The risksinvolved in a security lending program generally include: borrower
bankruptcy, collateral deficiencies, problemswith settlements, corporate actions, and dividendsand interest.
OCERS had no losses on securities lending transactions resulting from the default of a borrower or the
lending agentsfor the years ended December 31, 1999 and 1998.
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Gross security lending revenues for 1999 and 1998 were $1,541,000 and $1,386,000, respectively. The
costs of securitieslending transactions are reported as investment expenses in the accompanying financial
Statements.

OCERS' securities lending agents are responsible for monitoring the fair value of the securities lent to
ensurethat the value of the collateral equals or exceeds 100 percent of thefair value of the securitieslent as
of the valuation date. At December 31, 1999 and 1998, OCERS held broker collateral with fair values
totaling $230,029,000 and $206,740,000, respectively.

I nter national I nvestments. Investmentsin international securitiesare managed by threeinvestment managers.
Other investments are held in four pooled funds, all of which areinvested in equities of companies|ocated
ininternational emerging markets.

Alternativel nvestments. OCERS' aternativeinvestmentsrepresent investments madein private debt and
equity securitiesthrough limited partnership and venture capital arrangements. OCERS has employed two
investment methods. One method is the use of investment management firmsto invest OCERS' assetsin
limited partnerships as well as direct private placements. The second method of investment is OCERS
participation as a limited partner in limited partnership funds. As of December 31, 1999, OCERS has
approximately $93,443,000 of open commitmentsin seven alternative investments. Theseinvestments are
diversified between venture capital, corporate finance, buyout, energy, and oil and gasinvestments.

Derivative Holdings Held for Trading Purposes. Of the total investments in OCERS' domestic fixed
income portfolio of $1,605,021,000 as of December 31, 1999, approximately $681,580,000 are classified as
derivative securitiesin accordance with the GASB definition (see note F for other derivative investments).
These holdings include asset-backed securities, mortgage-backed securities, zero coupon bonds, variable
rate securities, fixed income options, and interest rate caps. The investment objective of these derivative
securitiesisto achieve favorabl e yields and advantageous risk/reward profileswith the vast majority of the
holdings being guaranteed by either the U.S. Government or one of itsagencies. Details of these derivative
securitiesare asfollows:

Securities 1999 1998
FHA 9,160,000 27,977,000
FHLMC 124,937,000 156,412,000
FNMA 98,188,000 83,532,000
GNMA 269,124,000 300,110,000
CMO 96,443,000 23,864,000
Others 83,728,000 28,912,000
Total Derivative Securities 681,580,000 620,807,000
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F. Financial Investmentswith Off-Balance Sheet Risk

1. Forward Currency Contracts. OCERS' international investment managers invest in forward currency

contracts. These are agreements to exchange different currencies at specified rates and settlement dates.
Differences between the contract and market exchange rates at settlement result in gains or losses. Risks
arise from the possible inability of counterpartiesto meet the terms of their contracts and from movements
in exchangeand interest rates. OCERS' balancesfor theforward currency receivables and payable accounts
arebased upon the currencies contract exchangeratesin relation to their market exchange rates at December
31, 1999 and 1998. An accountsreceivable balance that is greater than the payable balance represents anet
gain on the contracts. An accounts receivable balance that is |ess than the payable balance indicates a net
loss. At December 31, 1999 and 1998, OCERS had net forward currency contract receivables of $0 and
$925,000, respectively.

. Financial Futures Contracts Held for Purposes Other than Trading. The net changesin fair value of
financial futures contracts held for purposes other than trading comprised ($4,846,000) and $10,533,000 of
net (depreciation) and net appreciation during 1999 and 1998, respectively. As of December 31, 1999 and
1998, OCERS had open contracts of $370,581,000 and $457,386,000, respectively, for the purchase of
U.S. Treasury notes and Financial Future Euro Dollars with delivery at specified future dates. Risks arise
from movementsin securities values and interest rates.

OCERS isrequired to maintain adeposit with the broker as collateral to support open futures contracts. As
of December 31, 1999 and 1998, OCERS had collateral deposits of $5,296,000 and $6,701,000, respectively,
in cash equivalents, U.S. Treasury billsand notes.

G. Administrative Expenses

Section 31596.1 of the Government Code allows certain coststo be excluded from administrative expensesthat
are subject to statutory limitation. The excluded costs are not budgetary items but are included in the amounts

classified asadministrative expensesfor OCERS financial statements.

Years Ended December 31

1999 1998
Expenses Subject to Statutory Limitation:
Personnel Services:
Board Members' Allowance $ 16,000 $ 13,000
Employee Salariesand Benefits 2,376,000 2,573,000
Total Personnel Services 2,392,000 2,586,000
Office Operating Expenses:
Operating Expenses 542,000 632,000
Professional Services 1,527,000 1,242,000
Rent/L eased Real Property 593,000 230,000
Depreciation/Amortization 136,000 116,000
Total Office Operating Expenses 2,798,000 2,220,000
Total Expenses Subject to Statutory Limitation 5,190,000 4,806,000
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Expenses Not Subject to Statutory Limitation:

Commingled Interest Cost 1,000 1,000
Actuarial/Fund Evaluation Costs 514,000 503,000
Custodian Services 253,000 327,000
Legal Costs 50,000 133,000
Additional Death Benefit Costs 86,000 80,000
Total Expenses Not Subject to Statutory Limitation 904,000 1,044,000

Total Administrative Expenses $ 6,094,000 $ 5,850,000

H. Reserve Accounts

The plan net assets of $4,851,712,000 as of December 31, 1999 includes reserves of $3,432,319,000 and
unreserved net assets of $1,419,393,000. The unreserved net assets include the Investment Account of
$286,139,000 and the Unallocated Fund Balance (UFB) of $109,204,000.

The reserve balances as of December 31, 1999 are as follows (in thousands):

Active Retired Employer Officers Desath

Members Members Advanced  ARBA Liability Earthquake Benefits Total
Reserves  Reserves  Reserves  Reserves Reserve Reserve Reserve Reserves
$ 658,890 $1,607,695 $1,010,035 $ 135005 $ 10,000 $ 10,000 $ 694 $ 3,432,319

The Additional Retiree Benefit Account (ARBA) resultsfrom aMemorandum of Understanding (MOU) with
the County of Orange in which $176,232,000 was used in 1993 to reduce the UFB. By the terms of the MOU,
$125,844,000 was transferred to the County Advance Reserve, which is included in Employer Advanced
Reserves. The remaining $50,388,000 was transferred to the ARBA. In 1999, OCERS transferred from the
UFB $33,227,000 and $22,864,000 to the Employer Advanced Reservesand ARBA reserves, respectively. The
amounts maintained in the ARBA are to be applied to health insurance or other supplemental benefits for
OCERS retirees.

|. California Supreme Court Decision — Ventura County

On August 14, 1997, the Supreme Court of the state of Californiaissued adecision in a case entitled Ventura
County Deputy Sheriffs Association vs. Board of Retirement of Ventura County Employees Retirement
Association, Case No. S055682. On October 1, 1997, the decision of the California Supreme Court became
final. The Supreme Court held that a County Retirement System operating under the provisions of the County
Employees Retirement Law of 1937 must include certain types of cash incentive payments and additional pay
elements, received by an employee, within the employee’s* compensation earnable” and “final compensation”
when cal culating the employee's retirement benefits.

On February 6, 1998 the Board of Retirement of Orange County Employees Retirement System adopted
Resolution No. 98-001 to include certain cash incentive payments and additional pay elementsin the definition
of compensation earnable to comply with the Supreme Court decision. The Board's Resolution is applicable
retroactively to October 1, 1994. On May 4, 1998 the Board of Retirement adopted Resolution No. 98-009 to



NOTESTO FINANCIAL STATEMENTS (Continued)

transfer approximately $209,205,000 from Unallocated Fund Balance, the balance of excess earnings over the
actuarially assumed rates, to Employer Advanced Reserve accountsto defray the retroactive cost of implementing
the Supreme Court decision as of December 31, 1997.

After the Board of Retirement implemented the Supreme Court decision, litigation arose in Orange County
and in most other counties with retirement systems governed by the County Employees Retirement Law of
1937, challenging the various retirement boards' actions to implement the decision. In December 1998, the
cases were coordinated into a single proceeding in the San Francisco County Superior Court, to resolve the
many disputes that have arisen. The proceedings are pending and no final decision of the Court has been
issued. The ultimate outcome of these proceedings and the financial impact on OCERS cannot be determined.
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ORANGE COUNTY EMPLOYEESRETIREMENT SYSTEM
REQUIRED SUPPLEMENTARY INFORMATION - TREND INFORMATION
SCHEDUL E OF FUNDING PROGRESSFOR THE YEARSENDED DECEMBER 31
(inthousands)

Valuation Year
1999 1998 1997 1996 1995 1994

Actuarial Value of Assets' (a) $3,931,744 $3,504,708 $3,128,132 $2,675,632 $2,434,406 $2,177,673
Actuarial Accrued Liability (b)  $4,017,279 $3,682,686 $3,332,967 $2,851,894 $2,633,884 $2,550,059

Total Unfunded Actuarid
Accrued Liability

(UAAL) (a-b=c) $ 85535 $ 177,978 $ 204,835 $ 176,262 $ 199,478 $ 372,386
Funded Ratio (a/b) 97.87% 95.17% 93.85% 93.82% 92.43% 85.40%
Covered Payrall (d) $ 912490 $ 863,199 $ 781,890 $ 758,897 $ 727,768 $ 769,175
UAAL asaPercentage

of Covered Payroll (c/d) 9.37% 20.62% 26.20% 23.23% 27.41% 48.41%
Notes:
1. The 12/31/94, 12/31/95, 12/31/96, 12/31/97, 12/31/98, and 12/31/99 actuarial value of assets exclude

$311,022,000, $329,064,000, $313,250,000, $322,333,000, $302,909,000, and $286,139,000, respectively, of
the County’s unamortized 1994 funding of its portion of the Unfunded Actuarial Accrued Liability, which
funding for 1995 isbeing amortized over al4-year period beginning July 1, 1994 and for 1996 and later isbeing
amortized over a 28-year period beginning July 1, 1996.

SCHEDULE OF EMPLOYER CONTRIBUTIONSFOR THE YEARSENDED DECEMBER 31
(inthousands)

1999 1998 1997 1996 1995 1994™

Annual Required Contribution® $ 17591 $ 17977 $ 17570 $ 16463 $ 20,814 $ 51,082

Percentage Contributed 100% 100% 100% 100% 100% 100%
Notes:
1. In September 1994 the County of Orange issued $320 million in Pension Obligation Bonds (POB) of which

$318.3 million in proceeds were paid to OCERS, which was recorded as employer contribution in 1994. For
accounting purposes, the proceeds were put into the County Investment Account (the Investment Account).
Subsequent agreements between the Board of Retirement and the County provide that the Investment Account
will be used to fund the County’s employer contribution in decreasing percentage each year. In 1995, 1996,
1997 the Investment Account funded approximately 90% of the County’s employer contribution. In 1998 and
1999 the Investment Account funded approximately 85% and 80% of the County’s employer contribution,
respectively.

2. Employer contributions for 1999, 1998, 1997, 1996, 1995, and 1994 excluded $47,129,000, $42,020,000,
$40,807,000, $53,393,000, $49,250,000, and $2,894,000, respectively, of fundstransfered from the Investment
Account to pay for the County’s employer’s contribution.

The accompanying notes are an integral part of the Required Supplementary Information.



ORANGE COUNTY EMPLOYEESRETIREMENT SYSTEM
REQUIRED SUPPLEMENTARY INFORMATION - TREND INFORMATION
NOTESTO REQUIRED SUPPLEMENTARY INFORMATION

Note 1 - Description

The historical trend information about the Orange County Employees Retirement System is presented as required
supplementary information. The information is intended to help users assess the funding status of the fund on a
going-concern basis and to assess progress made in accumulating assets by paying benefits when due.

Note 2 - Actuarial Assumptionsand Method

Theinformation presented in the required supplementary schedul eswas determined as part of the actuarial valuation
at the dates indicated. Additional information as of the latest actuarial valuation follows:

Valuation date 12/31/1999.

Actuaria cost method Projected Unit Credit.

Amortization method Level dollar.

Remaining amortization period 24 years

Asset valuation method 5-year moving average of the ratio of market value to book value

multiplied by the current year’s book value.
Actuarial assumptions

Investment rate of return 8%

Projected Salary Increases 3.5% per annum through year 2000, 5.5% per annum thereafter.
Includes inflation at 4.5% subject to Tier maximum.

Cost-of-living adjustments 3% per annum with excess banked.

Note 3 - Significant Factors Affecting Trendsin Actuarial I nformation

1999 Changesin Plan Provisionsand Actuarial Assumptions Since Prior Year
No significant changesin Plan provisions.

1998 Changesin Plan Provisionsand Actuarial Assumptions Since Prior Year
Reduced termination rates.
Moved retirement age slightly older.
Changed Pre-retirement Mortality Table from 1971 GAM to 1983 GAM.

1997 Changesin Plan Provisionsand Actuarial Assumptions Since Prior Year
No significant changesin Plan provisions.

1996 Changesin Plan Provisions and Actuarial Assumptions Since Prior Year
Salary scale changed from 2.5% to 3.5% per annum per individual through the year 2000, and 5.5%
thereafter.

1995 Changesin Plan Provisions and Actuarial Assumptions Since Prior Year
Salary scale changed from 6.0% to 2.5% per annum per individual.

1994 Changesin Plan Provisions and Actuarial Assumptions Since Prior Year
No significant changesin Plan provisions.

1993 Changesin Plan Provisions and Actuarial Assumptions Since Prior Year
Changed Mortality Tablefrom 1971 GAM (for regular retirement) to 1983 Group Annuity. Changed Expectations
of Life After Disability from 80% of Mortality Table to 60%.
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ORANGE COUNTY EMPLOYEESRETIREMENT SYSTEM
SCHEDULE OF ADMINISTRATIVE EXPENSES
FOR THE YEARSENDED DECEMBER 31, 1999 AND 1998
(inthousands)

1999 1998
Expenses Subject to Statutory Limitation
Per sonnel Services:
Board Members' Allowance $ 16 $ 13
Employee Salariesand Benefits 2,376 2,573
Total Personnel Services 2,392 2,586
Professional Services:
Legal Fees 539 556
Financial Audit 136 70
Internal Audit 22 33
Tax Filing 3 -
Information Technol ogy Consultant 123 48
Team Building Consultant 38 -
Hearing Officers/Medical Consultants 356 255
Pre-retirement Seminars 10 6
Miscellaneous 300 274
Total Professional Services 1,527 1,242
Other Operating Expenses:
Telephone and Communication 36 34
Maintenance 101 168
Printing and Duplicating 65 82
Building and Equipment L eases 593 230
Transportation and Travel 164 209
Postage Expense 95 67
Office Suppliesand Expenses 81 72
Depreciation Expenses 136 116
Total Other Operating Expenses 1,271 978
Total Expenses Subject to Statutory Limitation 5,190 4,806
Expenses Not Subject to Statutory Limitation
Fund Evaluation Cost 150 150
Custodian Services 253 327
Commingled Interest Cost 1 1
Actuaria Cost 364 353
Lega Costs 50 133
Additional Death Benefits Cost 86 80
Total Expenses Not Subject to Statutory Limitation 904 1,044

Total Administrative Expenses $ 6,094 $ 5,850




ORANGE COUNTY EMPLOYEESRETIREMENT SYSTEM
SCHEDULE OF PAYMENTSTO CONSULTANTS
FOR THE YEARSENDED DECEMBER 31, 1999 AND 1998
(inthousands)

Nameof Firms Type of Services 1999 1998
Professional Expenses Subject to Statutory Limitation
PMW Associates Team Building Workshop $ 3B $ -
Carolyn Ford and Associates Information Technology 123 48
Haynie and Company Tax Filing 3 -
Jeffer, Mangles, Butler & Marmaro, LLP Legal Services 22 75
Silvas & Eaton Legal Services - 10
Katz, Hoyt, Siegal & Kapor Legal Services - 5
Steefel, Levitt & Weiss Legal Services 490 464
BarbaraEvans Legal Services 27 -
Others Legal Services - 2
Link, Murrel & Company Internal Audit 22 33
Ernst & Young LLP Financial Audit/Advisory 136 70
VariousFirms Disability/Medical Hearing 356 255
Financial Management Group Pre-retirement Seminars 10 6
Various Professional Firms Other Services 300 274
Total Professional Expense Subject to Limitation 1,527 1,242
Professional Expenses Not Subject to Statutory Limitation
Callan Associates, Inc. Performance Evaluation 150 150
State Street California Master Trust Custody 253 327
County of Orange Commingled Interest Cost 1 1
Towers Perrin Actuarial Services 364 353
Stradling, Yocca, Carlson, & Rauth Legal Counsel 50 133
Additional Death Benefits Cost Member Benefits 86 80
Total Professional Expenses Not Subject to Limitation 904 1,044

Total All Professional Fees $ 2431 $ 2,286




ORANGE COUNTY EMPLOYEESRETIREMENT SYSTEM
SCHEDULE OF FEESAND OTHER INVESTMENT EXPENSES
FOR THE YEARSENDED DECEMBER 31, 1999 AND 1998
(inthousands)

1999 1998
Domestic Equity $ 3,239 $ 3,674
International Equity 3,320 2,150
Global Fixed Income 2,951 3,393
Real Estate 1,797 3,477
Venture Capital 2,989 2,386
Other Alternative Investments 1,594 1,460

Total Fees& Other Investment Expenses $ 15,890 $ 16,540
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CHIEF INVESTMENT OFFICER’SSTATEMENT

RETIREMENT

frvring dhar Ay diie and

Resvra' Mrrobery off

LAy o Sean fogans
LAy

irchides Laprrdyains
Walley Waaes Dinarica

a1 o i

or s R ]

azeri g Lprmmcy

SURTTT P AT RS

S Boaadpuid HiLis

| wrmrm AT
[T ST PP

b C R

(LT ) e A TR

& b LTy

Fi i

R TRT T g TP TS

LT T

Ll L SE T
i

Ty "
T s TaT b
T

b Wi

Coemha. Dermact

LB B S TR

| pasacy Loy

TR Y B
DT T O
|
Feborared i s

mernhen

LA] Mleicad i
Vi W A

ety

SYSTEM

June &, 2000

T the Members of the Retiremant Systam

I am pleased to inikate the first report on investments from the Chief
Invasiment Officer. This report will focus primarily on the management of the
investmant program.

The plan ret assets grew from 34 25 billkan at the end of 1998 1o 34 85 billon
a5 of Decernber 31, 1999, Net invesiment mcome for 1999 was 368857
million,

Performance!

The fund experienced superior investment results in 1990 Total fund
parformanca for the year was 15.68%, which escesded all of the following
imvastment objectives set by the Board of Retirement (Board):

1} acuarial intarest rate assumplion of B%
2} real return ( actual return minus inflation) target of 3.5%, and
3} composite policy benchmark retum, which was 1.3.25% in 19494

Inveastment retumns for esset classes and total fund are shown on page 47.
Todal fund returns for three and five year parods exceeded the B% interest
rate assumgption and the real return target of 3.5% but were marginally below
the composite policy benchmark.

International eguity was the best parforming assed class in 1999 with a retum
of 55.58%, wall abowe the 31.78% retum of the MSCI all Country Workd ax-
LS benchmark. Alternative assets, primarily consisting of private aquity and
vanture capital, had a relurn af 27.71%. The domestic equity return of 14.80%
was disappointing compared with the Russell 3000 Index relurn of 20.90%.
The under-performance of the domeslic equity asset class for 1999 and
longer periods was due 1o lagging pedormance of the active managers
combined. The Board and imeestment stalfl will continue to monitor closely the
performance of these managers and make appropriate changes lo the
mwvastmant strategy o improve performance in domeske equities. Tha rising
imtarast rate anvironment confributed o weak perfarmance of domestic and
mternational bonds. Real astate had a return of 171.17% hor the vear,

UianGE COUNTY EMPLOYEES RETIEEMERNT SYSTEM = 2223 Wetlmgron Avemur, Sowve Amae, LA W20
Fevepiiome { 0] SAN-ANEN Fan {75 35H 0000
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Members of the Retirement System
Juna 5, 2004
Page 2

Asset Allocation and Investment Structure:

The Board approved changes to the assel allocation policy resulting n an increase of
4% in domestic equity target from 29% to 33% and a cormesponding decrease in
domestic fixed imcome. This reversed a decision made by the Board in 1997 fo
temporarily deviate from the sirategic asset allocation, The assel allocation change in
1909 did not result in transfer of funds from fixed income to domestic equity, since the
actual exposure was close to the new targets. In terms of investment sirategy, the
Board approved changes to the domesbc equity manager structure reauling in an
increase In the indexed component within domestic equities 1o 40% and an allocation ta
small cap, growth secior, Domestic fixed income streciure was modified to improve the
quality of the portfolio and reduce rsk, The expasure 1o high yield securities was
reduced and fighter investment guidelines were specified for managers. 105 of fieed
incoms was allocated to @ new passive bond index porifaolic.

The Board adopbed broader market benchmarks for the major asset classes o measure
performance of the diversified investment stralegies emploved. The domestic equity
benchmark was changed from the S&FP 500 index 1o the Russell 3000 indes
International equity benchmark was changed from the MSCI EAFE Index 1o the MSCI
Al Country World Ex-US Index and the domestic fixed income benchmark was changed
fram the Lehman Aggregate Index to the Lehman Universal Bond Index.

In 1999 Artisan Pariners was hired 10 manage a small cap. value porifolio replacing
Pilgrim Baxter who was terminated due o organizational concerns, Geewax Terker was
hired o manage a small cap. growth portfolio and PM Realty Associates was hired 1o
manage a separate account real estate portfolio.

Investment Fees.,

Invesstiment fees were reduced from §16.54 million in 1998 o $15.89 millon in 1999,
despite the growth in assets. As a percentage of Iofal assels, fees declined from 0.41%
in 1398 to 0.35% in 1890, The fee savings of $650,000 were achieved mainly due o
higher allocation 1o low fee indexed funds in equities, negotiated fee reductions from
some active managers and a lower real estate exposure.

The syslem has achseved attractive investment resulls in the recent years due 1o highly
favorabe equity markels both in the LS and abroad. Such high retums are not likely to
be sustained in the fulure, The investment stafl will continue to monitor the asset
allocation, portfolio risk and manager perdormance routinely o achieve the Board's
performance objectives with contralled risk,

Respectfully Submitted,

Chilef investment Officer

OCERS
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INVESTMENT CONSULTANT’'S STATEMENT
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April ZH, 20

Mr. Ray A. Fleming

Executive irector

Orange County Employess Retirement
2223 Wellington Averue

Santa Ana, Califomia 92701-3101

Dear Mr. Fleming:

This letber reviews the invesiment performance of the Omnge County Employees
Retrement Sysiem (OCERS) for the calendar year ended December 31, 1958,

The System's custodian during the calendar year, State Street Bank and Trast Company,
independently prepared the underying performance data. The performance calculations
were made o comphance with ATMR Performance Presentation Standards,  Callan
Associates Inc. servies as OCERS” independent investment consultant amd evaluates the
Systiem's performance in relotion to moarket benchmarks, appropriale manager pect
groaps and oiher public pensaon funds.

OCERS' primary investment objective is to pnelently and expenily invest the Sysbem’s
assels, in accordance with govemning law and industry practices, in & manner that will
ensure the Swystem's ability 1w pay promised benefits o participants and their
bensficiaries. In pursuit of this ohjective, OCERS" Board perindically evaluates the
System's Liabilidies, expected contributions and potential eamings, This analysas 15 used
to evaluate aliermnative investment policies. The Board selects a strategic investment
policy that balances growth potential and scceptable risk. A policy benchmark index is
constructed that mirrors the System's sirategic asset allocation policy,  This policy
benchmark 4 a cugtom market indsx comprized of stock, bond and real estate mdsoes
weighted in the same proportions as the System’s mvestment policy.

Financinl markets again were very volatile in calendor 1999,  Siocks, panicularly
growth-oriented companies involved in technodogy, medin or telecommunications
(TMT], posted exceptionally strong retumns, 5o called “old economy™ companies. in
mamy cases, posted negative retums while bath small and large companies with a “new
eoonomy” orientation achieved lofty results. Intemational stocks, on balance, outpaced
domestic stocks, Developed European markets behaved similady bo the ULS, market
while Asian and emerging markets experienced huge recoveries from the prior years
negalive relurms.
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[nterest mbes mse substantially throughour e year causing bond market values o
dlecline and produced negative 1otal retoms for most bond pofolios.

The graph below depicts the 1999 performance of Callans large manager database by
assel category. The performance of major market indices are alse phtted.  Beview of
the graph demonsirates that the median active domestic equity, inemational equity and
bond manager cutperformed popualar markes benchmarks in 19599, This wos a reversal of
the panern observed in 1998,
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For the calendar year, DCERS” total fund had a time-weighted total rem of 15.68%.
When compared to Callan’s Public Fund Database, OCERS mnked in the 28" percentile
despite having a moee conservative than nvemge asset policy. On an asset allocation
ailjusted basis, the result ranked in the 3 percentile. The retum also was well in excess
of the Sysiem's actuarinl eamings assumption of 8.00%, and above the System’s policy
benchmark target af 13.25%. The policy benchmark was modified during the vear and
is currently comprised of the following indices in the percentages as indicated: Russell
000 (33%x MSCI-Al Countries World ex-U5. (14%); Lehman Brothers LS.
Universal Bond Index (34%); Callan Real Estate Index (9%):MNon-traditional pssets
{5%]) and Salomon Non-5 Bond Insdex (3%). Ower longer-term perixs, the Sysbem’s
tenal retum narrowly lags the policy index. For example, the five-year return of 16.35%
wias afily 12 basis points behind the palicy benchimark.

OCERS” ULE, equity composite fose 14.8% in 19599, This mailed the equity market
farget refumn of 2240F% and was significantly below the median equity manager in the
Callan Equity database, The median manager achieved a 19.58% returm in 199, While
the System's Growth manngers outperformed the System’s Value oriented managers,

CALLAN ASSOCIATES
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they lagged peers. Importantly, the underperformance in 19949 did not result in longer
term resuls falling below medion, Owver the trailing twao, three and five year periods
ended December 31, 1999, DCERS" Domestic Equity Composine ranked slightly above
median (48" percentile).

The System’s intemational equity composite registered exceptional results in 1999, In
aggregate, the System’s international equity nvestments retwrmed 53.38%. This
compares very Favorably o the MSCIL-All Countries ex-UL5. Index retumn of 31.79%
and the median manager retum of 35.4%. Owver longer-term periods, the System's
intermational composite also demonstrates similar performance results, well above
market indices and peers,

CERS" domestic bond managess i aggregate hove achieved excellent long-term
returns.  Forunately, this pattern persisted in 1999, In aggregate, OCERS™ domestic
bord managers produced a positive returmn of 1,.91%. This compared very favorably with
the median Fixed Income Manager retum of (15% and the Lehman Universal Bond
Index retwrn of (18, Ower the trailing five wears, the domestic bond composie's
compound annual returm of $.48% was well above the target benchmark of 7.8% ard the
median manager’s 7.65% resul.  OCERS' international bond portfolio alse did well
relative b peers in 19949, That component of the portfolio enjoyed a positive return of
2.04% while the median Intemnational Non-Diollar bond manager retumes] & negative
7109,

I sumemary, 1999 was an excellent vear for the fund. Importantly, resulis in all majos
assEl calggories were consistent with longer-term expectations.  Domestic bond and
intermational equity retumns were very strong.  Whike domestic equitics had a
substondard year relative o marker indices and peers, the absolute results were
phiractive and the performance generally consistent with market conditions. GCERS’
investnsen] prograr, in our jadgement, is well diversified and pradently structured.
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Orange County Employees Retirement System
INVESTMENT RETURNS

Thetable below detail s the annualized rates of return for the different asset categories over various
time periods ended December 31, 1999. The returns for each asset class represents the composite
returns of all the manager portfolios within that asset class. All returns are gross of fees.

1 Year 3 Year 5 Year
Domestic Equity 14.80% 22.59% 24.70%
Russell 3000 I ndex 20.90% 25.53% 26.94%
International Equity 55.58% 22.87% 18.28%
MSCI AC World Ex US Index 31.79% 15.22% -
MSCI Eafe Index 26.96% 15.75% 12.83%
Domestic Fixed 1.91% 6.67% 9.48%
Lehman Bros Universal Index 0.18% 5.67% 7.86%
International Fixed Income 2.04% 6.30% 10.51%
S/B Non-US Hedged Govt. Index 2.88% 8.42% 10.93%
Cash & Equivalents 6.99% 7.76% 6.71%
Real Estate 11.17% 11.45% 9.79%
NCREIF Classic Property Index 12.55% 14.39% 12.43%
Alternative Investments 27.71% 16.27% 20.37%
Total Fund 15.68% 15.16% 16.35%
Composite Policy Benchmark 13.25% 15.73% 16.47%

* Policy Benchmark = 33% Russell 3000 + 34% LB US Universal Index + 9% CAI Real Estate Funds + 5% OCERS
Non-Traditional + 14% MSCI All Country World Ex USA + 5% Salomon Hedged.



Orange County Employees Retirement System
STATEMENT OF INVESTMENT OBJECTIVESAND POLICIES
ADOPTED BY THE BOARD OF RETIREMENT MAY 11, 1992

General

This statement isintended to set forth the factors invol ved in the management of investment assets
for the Orange County Employees Retirement System (the System). Theresponsibility of the Board
(with the participation of its Investment Committee, Staff and Advisors) is to establish broad
investment policy, guidelines and objectives for the total fund and its component parts, to select
independent investment managers and to monitor the activities of the investment managers. The
responsibility of each investment manager is to develop and implement management strategiesin
accordance with the stated investment policies, guidelines and objectives, in a manner consistent
with the“prudent man” rulefor similar funds, i.e., with care, skill, prudence and diligence, with full
discretion subject to the guidelines and applicable statutes. The investment manager isresponsible
for administration of the investment program within parameters established.

Strategic Asset Allocation Policy and M aintenance

The Board periodically undertakes strategic asset all ocation studies. Such studiesdefinethetargeted
level of diversification among the various maor asset classes and the range in which they are
permitted to fluctuate. When significant changes are made to the plan, atransition plan is adopted.

In normal circumstances, asset levels are permitted to fluctuate around targeted levels, and cash
inflows are administered by staff in a manner that is consistent with maintenance of the desired
level of diversification. When asset fluctuations and/or external cash flows take actual allocation
outside the accepted range, cash inflows shall be directed toward the underall ocated asset categories
and cash outflows shall be directed from the overallocated asset classes.

Should expected external flows bejudged by staff to beinsufficient to bring the plan within permitted
ranges within a 12 month period, staff shall inform the Investment Committee. The Investment
Committee then will formulate a recommendation to shift assets that will be presented to the full
Board.

Program Administration and Manager Structure

For each magjor asset class, the System shall diversify assets by employing managers with
demonstrated skill in their particular areas of expertise. The System will retain managers who
utilize varied investment approaches and allocate assets in a manner that is consistent with the
overall strategic plan. So, for example, the sum of all domestic equity managers should exhibit
characteristics that are similar, but not necessarily identical, to the overall equity market. When
asset fluctuation causes the asset class to exhibit characteristics that are dissimilar from the plan,
staff shall direct cash flowsto or from the various managers so that actual characteristicsare consistent
with theplan. Should unusual circumstances create asignificant imbal ance that cannot be corrected
through the routine alocation of external cash flows, the Investment Committee shall formulate a
recommendation for Board consideration.



Orange County Employees Retirement System
Asset Diversgification
December 31, 1999

Policy

Real Estate Cash
Int'l Fixed Income 9% 0%
5% (8% - 10%) (0% - 1%)

Domestic Equity
33%
(31% - 35%)

(4% - 6%)

Domestic Fixed Income
34%
(32% - 36%)

Alternative Investments
5%

Int'l Equity
14% (4% - 6%)

(12% - 16%)

Actual
Int'l Fixed Income Real Estate *Cash
6% 3%

4%

Domestic Equity
32%

Domestic Fixed Income
32%

Alternative Investments
Int'l Equity 6%
17%

* |ncludes cash equivalents held by investment managers.
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Orange County Employees Retirement System
Growth of System Assetsat Fair Value
For Ten Years Ended December 31, 1999
(in Millions of Dallars)
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Orange County Employees Retirement System
Historical Asset Allocation (Actual)
December 1989 - December 1999
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Orange County Employees Retirement System
History of Performance
(Based on Fair Value)
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ORANGE COUNTY EMPLOYEES RETIREMENT SYSTEM
SCHEDULE OF COMMISSIONS
FOR THE YEAR ENDED DECEMBER 31, 1999

Number Of Total Commission
BrokerageFirms SharesTraded Commission Per Share
Abel Noser Corporation 730,633 $ 41,495 $0.0568
Abn Amro Securities 3,272,344 89,151 0.0272
AdamsHarkness & Hill, Inc. 2,600 130 0.0500
Advest, Inc. 8,000 400 0.0500
Albert E Sharp 12,580 166 0.0132
Alfred Berg-London 83,030 6,150 0.0741
Autranet, Inc. 10,000 500 0.0500
Baird, Robert W & Co. 3,400 204 0.0600
Bank Of NY/James Capel and Co. 14,000 710 0.0507
Banc America Security LLC Montgomery 14,900 757 0.0508
Bancamerica Robertson Stephens 53,300 3,180 0.0597
Bancboston Robertson Stephens 175,000 10,387 0.0594
Banco Santander (GBL) 9,740 570 0.0585
Bank Am Bellevue Zurich 541 1,610 2.9760
Bank J.Vontobel Und Co. AG 490 458 0.9347
Bank Julius Bar Frankfurt 8,700 4,265 0.4902
Bank Of America SecuritiesLLC 174,500 10,465 0.0600
Bankers Trust Company 132,544 2,822 0.0213
Bangue Nationale De Paris 2,192 1,551 0.7076
Banque Paribas 36,300 1,366 0.0376
Baring Securities (Hong Kong) 117,000 1,466 0.0125
Baum George K. & Company 400 20 0.0500
Bear, Stearns Securities Corp. 722,647 40,502 0.0560
Bernstein Sanford C & Co. Inc. 385,080 21,937 0.0570
Blair,William, and Company 4,300 215 0.0500
BNY ESI &Co. - AlphaDivision 163,400 9,804 0.0600
Boston Institutional Services 1,100 66 0.0600
Bradford, J.C. & Co. 70,000 4,200 0.0600
Bridge Trading 1,171,314 42,358 0.0362
Broadcort Capital (Thru Ml) 46,200 2,772 0.0600
Brown Brothers Harriman & Co. 30,400 1,803 0.0593
BT Alex Brown 193,000 11,457 0.0594
B-Trade ServicesLLC 8,200 167 0.0204
Buckingham Research Group 72,900 4,115 0.0564
C.L.King & Associates 13,500 810 0.0600
Canadian Imperial Bank Of Commerce 23,040 939 0.0408
Cantor Fitzgerald & Co., Inc. 1,057,500 52,841 0.0500
Capel, JamesHSBC SecuritiesInc. 64,000 3,810 0.0595
Capital Institutional Services 1,808,228 108,494 0.0600
Carnegie Bank 6,540 880 0.1346
Cazenove & Co. 426,786 8,603 0.0202
CCF Securities 2,320 1,319 0.5685
Charles Schwab & Co., Inc. 12,200 610 0.0500



Orange County Employees Retirement System

SCHEDULE OF COMMISSIONS

FOR THE YEAR ENDED DECEMBER 31, 1999

BrokerageFirms

Charles, Akar & AssociatesInc.
Charterhouse Tilney SecuritiesLtd.
Cheuvreuxde Virieu

Cheveaux, J. Paris

Chevreux De Virieu Nordic Ab
CIBC Oppenheimer & Co.

Cibc World Markets Corp.
CISClient Directed

Citation Group

Collins Stewart

Commerzbank AG

Conning & Co.

Correspondent Services, Inc.
County Natwest Securities Ltd.
Credit Agricole Indosuez Cheuvreux
Credit Lyonnais Securities
Credit Research & TradingLLC
Credit Suisse

CS First Boston Corporation

D E Shaw Securities

Dain Rauchser Inc.

Daiwa SB Capital

Davy (J&E)

DB Clearing Services

Deutsche Morgan Grenfell
Donaldson Lufkin & Jenrette
Doyle Paterson Brown
Dresdner Kleinwort Bensons
Edwards Ag & SonsInc.

Enskilda Securities

Ernst & Co.

ESI Securities Company
Euromobiliare Sim S.PA.
Everen Securities

Exane

Factset Data Systems

Fidelity Capital Markets

First Albany Corp.

First Analysis Securities Corp.
First Union Capital Markets
Fiserv Correspondent Services|Inc.
Fox Pitt Kelton Inc.

Freimark Blair & Company, Inc.

Number Of Total
SharesTraded Commission
26,200 $ 1572
72,033 1,233
25,300 2,022
86,000 3,005
16,460 590
40,500 2,307
167,800 9,937
20,000 1,200
54,500 3,270
41,300 566
180,510 1,828
8,900 445
124,103 4,027
100,700 3,433
7,400 2,823
1,645,300 11,734
32,750 983
122,191 601
3,615,597 161,477
479,310 9,586
86,600 4,554
7,000 31
21,800 496
845,200 30,165
336,185 15,001
1,294,120 60,595
281,200 2,612
349,223 3,334
3,000 150
25,000 907
35,000 2,070
258,007 9,666
60,200 402
852 43
139,804 21,170
48,500 2,850
598,105 35,295
72,100 4,141
3,000 150
694,000 41,287
1,600 80
57,600 3,386
26,300 1,578

Commission
Per Share
$0.0600

0.0171
0.0799
0.0349
0.0359
0.0570
0.0592
0.0600
0.0600
0.0137
0.0101
0.0500
0.0324
0.0341
0.3815
0.0071
0.0300
0.0049
0.0447
0.0200
0.0526
0.0045
0.0228
0.0357
0.0446
0.0468
0.0093
0.0095
0.0500
0.0363
0.0591
0.0375
0.0067
0.0505
0.1514
0.0588
0.0590
0.0574
0.0500
0.0595
0.0500
0.0588
0.0600



Orange County Employees Retirement System

SCHEDULE OF COMMISSIONS

FOR THE YEAR ENDED DECEMBER 31, 1999

BrokerageFirms
Furman,Selz,Magerdietz & Birney
G.K.Goh Stockbrokers Pte Litt.
Genesis Merchant Group Securities
Goldman Sachs & Co.

Gruntal & Co.

Hoare Govett Securities Ltd.
Hoeffer & Arnett

Hoenig & Co.

HSBC Investment Bank PLC
Illinois Securities Co.

Indosuez Wi Carr SecuritiesLimited
Ing Barings Sec Ltd.

Instinet Corp.

Interstate/Johnson Lane Corp.
Investment Technology Group Inc.
ISl Group Inc.

ITG Posit

JB Were and Son

JCheuvreaux

James Capel Pacific Ltd., Tokyo
Janney Montgomery Scott

Jardine Fleming SecuritiesLtd.

JB Were Capital Markets
Jefferies& Co.

Jones & Associates

Keefe Bruyette & Woods Inc.
Kinnard John G.& Co.

Kleinwort Benson SecuritiesLimited

Knight SecuritiesL.P.

L adenburgthalman & Co.
Lakeview Securities Corp.
Lazard Freres & Co.

Legg Mason Wood Walker Inc.
Lehman Brothersinc.

L evesgque Beaubien Geoffrion

Lewco Secs Agent For Hambrecht& Quist
Lewco Secs Agent For Wertheim Schroder

Lynch Jonesand Ryan Inc.
Macquarieinvestment
Maxus Corp.

McDonald & Co.

Merrill Lynch Pierce Fenner & Smith

Miller Tabak Hirch

Number Of Total
SharesTraded Commission
492,300 $ 28,665
50,000 2,563
5,200 260
5,145,369 132,447
3,600 180
870,280 25,789
66,700 4,002
16,400 968
5,144,564 91,671
2,600 156
211,000 4,968
272,651 4,256
2,814,461 77,683
83,591 4,952
2,576,153 59,536
2,400 120
56,000 1,120
240,409 3,532
9,900 2,401
72,204 4518
223,380 12,576
983,143 10,440
94,800 2,825
1,499,056 62,948
65,600 3,294
183,000 10,910
1,600 80
2,275,278 64,859
13,300 798
2,400 120
25,000 1,500
41,000 2,081
338,969 19,965
2,009,943 88,399
7,800 318
90,000 5,185
330,400 18,157
1,288,000 74,996
95,000 1,790
3,900 195
16,600 830
5,120,253 195,958
402,650 26,797

Commission
Per Share
$0.0582

0.0513
0.0500
0.0257
0.0500
0.0296
0.0600
0.0590
0.0178
0.0600
0.0235
0.0156
0.0276
0.0592
0.0231
0.0500
0.0200
0.0147
0.2426
0.0626
0.0563
0.0106
0.0298
0.0420
0.0502
0.0596
0.0500
0.0285
0.0600
0.0500
0.0600
0.0508
0.0589
0.0440
0.0408
0.0576
0.0550
0.0582
0.0188
0.0500
0.0500
0.0383
0.0666



Orange County Employees Retirement System
SCHEDULE OF COMMISSIONS
FOR THE YEAR ENDED DECEMBER 31, 1999

Number Of Total Commission
BrokerageFirms SharesTraded Commission Per Share
Montgomery Correspondent Services 122,000 $ 7,305 $0.0599
Monument Derivatives 344,066 2,067 0.0060
Morgan Grenfell and Co. Limited 1,278,631 40,716 0.0318
Morgan Keegan & Co. Inc. 5,700 342 0.0600
Morgan Stanley SecuritiesLimited 4,265,812 178,478 0.0418
JP Morgan SecuritiesLimited 1,160,314 57,189 0.0493
Mutual Service Corp. 93,700 5,622 0.0600
Nationsbanc Montgomery Securities 200,400 11,816 0.0590
Natwest Securities Corp. 383,100 25,399 0.0663
Nesbitt Burns 338,827 13,596 0.0401
Neuberger& Berman 452,500 26,912 0.0595
Nomura Securities Co., Ltd. 631,252 11,710 0.0186
Nutmeg Securities 29,900 1,495 0.0500
O'Neil, William and Co. Inc/BCC CLRG 49,700 2,982 0.0600
Ord Minnett Ltd. 94,100 4,091 0.0435
Pacific Crest Securities 1,100 55 0.0500
Paine Webber Incorporated 519,976 28,443 0.0547
Panmure Gordon & Co. Ltd. 15,294 189 0.0124
Paribas Corp. 255,380 8,759 0.0343
Parker/Hunter Incorp 5,400 270 0.0500
Paulsen, Dowling SecuritiesInc. 25,900 1,464 0.0565
PCS SecuritiesInc. 26,250 1,469 0.0559
Phileo Allied Securities 262,000 3,653 0.0139
Piper Jaffray Inc. 70,800 4,142 0.0585
Prudential Securities Incorporated 251,450 14,623 0.0582
Ragen Mackenzie Incorporated 1,400 70 0.0500
Raida Stockbrokers 3,190 172 0.0538
Raymond James and Associates Inc. 24,700 1,306 0.0529
RBC Dominion SecuritiesInc. 58,845 3,501 0.0595
Realty Securities 4,300 258 0.0600
Reuschel and Co. 2,630 434 0.1649
Reynders, Gray & Company, Inc. 64,500 2,900 0.0450
Robert Fleming & Co. Ltd. 377,105 8,947 0.0237
Robert W Baird & Co., Incorporated 372,800 22,253 0.0597
Robinson Humphrey 293,350 16,975 0.0579
Robotti & Company 87,700 5,262 0.0600
Rochdale Sec Corp. (Cls Thru 443) 8,545,768 273,680 0.0320
Russell Frank Securitiesinc. 25,715 1,424 0.0554
Ryan Beck& Co. 7,300 365 0.0500
S G Warburg Securities Corporation 575,572 10,047 0.0175
Salomon Smith Barney, Inc. 7,266,199 218,009 0.0300
Santanderinvestment SecuritiesInc. 8,140 470 0.0578
SBC Warburg 3,030,229 54,557 0.0180



Orange County Employees Retirement System
SCHEDULE OF COMMISSIONS
FOR THE YEAR ENDED DECEMBER 31, 1999

Number Of Total Commission
BrokerageFirms SharesTraded Commission Per Share
Schroder Securities Ltd. 198,600 $ 4,473 $0.0225
Scotia Capital Markets Inc. 4,300 174 0.0405
SG Cowen Securities Corp. 339,900 13,687 0.0403
Skandinaviska EnskildaBanken London 2,520 883 0.3504
Smith Barney Inc. 22,400 1,269 0.0567
Societe Generale Securities Corp. 321,978 12,465 0.0387
Soundviewfinancial Group 19,700 985 0.0500
Southcoast Capital L.L.C. 9,900 495 0.0500
Spear, Leeds & Kellogg 302,600 18,156 0.0600
Standard & Poors Securities 220,800 13,248 0.0600
State Street Brokerage Services 2,800 140 0.0500
Status Securities 5,200 218 0.0419
Stephens, Inc. 10,408 543 0.0522
Suntrust Equitable Securities Corp. 3,000 150 0.0500
SvenskaHandel shanken 16,260 770 0.0474
Thomas Weisel Partners 60,100 3,595 0.0598
Thomson Institutional Service 28,900 1,734 0.0600
Toronto Dominion Securities Inc. 2,000 79 0.0395
Troster Singer Stevens Rothchild Corp. 800 40 0.0500
Tucker, Anthony & R.L. Day, Inc. 213,100 12,128 0.0569
U SClearing Institutional Trading 113,147 6,005 0.0531
UBS Securities, Inc. 196,329 3,432 0.0175
WachoviaSecuritiesIns 38,500 2,157 0.0560
Warburg DillonReed LLC 2,400,924 52,196 0.0217
Weeden & Co. 434,700 24,355 0.0560
Weiss Peck and Greer 118,600 5,437 0.0458
West LB Securities 68,000 1,661 0.0244
Westminster Research Associates 134,600 8,076 0.0600
Wheat, First Securities, Inc. 126,500 7,590 0.0600
Wilshire Associates 7,500 450 0.0600

93,560,014

$ 3,282,943



Orange County Employees Retirement System
SCHEDULE OF LARGEST STOCK HOLDINGS (By Fair Value)*
DECEMBER 31, 1999

Stock Security Description Fair Value
Mannesmann AG Common Stock-REG SHS $ 32,520,673
Sony Corp. Common Stock-JPY 50 25,341,388
NokiaAB OY Common Stock-EURO.24 24,001,717
Murata Mfg. Co.. Common Stock-JPY 50 19,955,004
NTT Mobile Communications Common Stock-NPV 17,299,228
Tokyo Electron Common Stock-VPY 50 15,762,497
Ericsson (LM) Tel Common Stock-SEK2.50 SER B 13,840,387
Home Depot Inc. Common Stock 12,942,188
Taiwan Semiconductor Mfg. Co. Ltd. Depository Receipt-SPONSORED ADR 12,780,090
Kimberly Clarke Corp. Common Stock 12,346,838

ORANGE COUNTY EMPLOYEES RETIREMENT SYSTEM
SCHEDULE OF LARGEST BOND HOLDINGS (By Fair Value)*
DECEMBER 31, 1999

Moody’s
Quality
Bonds Rating Fair Value

FHLMC TBA Jan 30 Gold Single 6.00% due 12/01/2099 Rating AAA $ 53,637,166
U.S. Treasurer Notes 3.625% due 07/15/2002 Rating AAA 36,371,840
GNMA | TBA Jan 30 Single Family, 6.50% due 12/15/2099 Rating AAA 27,421,217
U.S. Treasury Bonds 7.125% due 02/15/2023 Rating AAA 25,045,502
Ford Motor Credit Company 5.565% due 02/13/2003 Rating Al 21,702,826
Tele Communication Inc., 8.25% due 01/15/2003 Rating A2 20,695,800
Germany (Fed. Rep. of) 4.00% due 07/04/2009 Rating AAA 18,188,705
FNMA TBA Jan 30 Single Family 5.50% due 12/31/2099 Rating AAA 17,743,750
GNMA | TBA Jan 30 Single Family 6.00% due 12/15/2099 Rating AAA 17,278,220
Golden West Financial Corp. Del. 7.00% due 01/15/2000 Rating A3 16,528,305

* A complete listing of portfolio holdings is available for review at the OCERS' office.
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Towers Perrin

May 12, 2000

Retirement Board

Crange County Retirement System
2223 Wellington Avenue

Santa Ana, CA 92701-3101

Members of the Board:

The financing objective of the system has been 10 reduce the unfunded actuarial
accrued liability {UAAL) to zero over a 2Bvear period commencing Decembear 31,
1905, while maintaining contribution rates that remain approximately the same fram
generation to generation. Emerging gaing and losses are amortized separately ovar
individual 1&8-year periods. Other changes to the UAAL, created by assumption
chamges or plan amendments, are amortized over periods established by the Board,
The progress being made toward the realization of the financing objectives through
Cecember 31, 1988 s illustrated in the attached Exhibits | and 1.

An ectuarial investigation is parformed every three vears, during which an analysis is
made of the appropriatenass of all ecenamic and noneconomic assumplions,
Recommendations for changes are prasantad to the Board for consideration. A
regularly scheduled investigation was performed as of December 31, 1098, at which
time changas to cartain demographic assumptions weara recommended 1o, and
adopted by, the Board, A triennial investigation will egain be performed as of
December 31, 2001, Regular valuations are performed every vear to comply with
GASE requirements, to adjust contribution rates, and to monitor the plan's funded
status.

The asset value used in detarmining employer contribution rates (the actuarial value
of assets) is a five-year moving average of book and market values (Exhibit W], We
have enclosed a summary of the employee data used in performing actuarial
valuations over the past saveral years (Exhibits 1l and 1Y), Exhibit VIl provides a
summeary of plan provisians,

The actuarial assumptions used in the December 31, 1999 valuation are summarized
in the attachments. All assumptions were determined by the actuary and were
adopted by the Board. The actuarial assumptions and methods used for funding
purposes satisty the disclosure requirements of GASE 26,

OCERS



Retirement Board
May 12, 2000
Page 2.

Tinwers Perrin

The employes cansus data and asset information were provided by the Retirerment
Mice, The census data was raviewad, compared against the prior year and
appeared 1o be reasonable. The asset information was accepted without furthar
audit.

All of the schedules in the Actuarial Section were prepared under my diraction,
including:

History of Unfundad Actuarial Accrued Liability

History of Employer Contribution Rates

Summary of Active Mambarship

Summary of Retired Membearship

Davelopment of Actuarial Value of Assets

Short-Tarm Salvency Test

Actuarial Mathods and Assum plions, including the attached Tablas
Summary of Major Plan Provisians

Analysis of Financial Experienca

We did not prepare any of the schedules presented in the Financial Saction. It is our
undarstanding, howawver, that QCERS staff used information contained in our
actuarial valuation reports ta prepare the trend schedules presented in that section.

O the besis of the December 31, 1999 valuation, i1 i% our apinion that DQCERS
continues 1o be in sound condition in accordance with the actuarial principles of level
cost fimancing.

Respectfully submitted,

ity Pl

Timathy J,

arnell, 854, MAAA,

OCERS >> 61




HISTORY OF UNFUNDED ACTUARIAL ACCRUED LIABILITY

Orange County Employees Retirement System

(In Thousands)

Exhibit |

. . Unfunded Ratio of Assets . Ratio of Unfunded
Valuation AL e AL Actuarial to Actuarial ALl mefive Actuarial Accrued
Accrued Value of M ember S .
Date Liabilit Assets Accrued Accrued Compensation Liability to Active
y Liability Liability P Compensation
12/31/90 $1,840,915 $1,297,575 $543,340 70.49% 624,088 87.06%
12/31/91 1,763,894 1,567,131 196,763 88.84% 677,957 29.02%
12/31/92 2,140,081 1,807,319 332,763 84.45% 701,596 47.43%
12/31/93 2,305,019 2,024,447 280,572 87.83% 725,193 38.69%
12/31/94 2,550,059 2,177,673 372,386 85.40% 769,175 48.41%
12/31/95 2,633,884 2,434,406* 199,478 92.43% 727,768 27.41%
12/31/96 2,851,894 2,675,632* 176,262 93.82% 758,897 23.23%
12/31/97 3,332,967 3,128,132 204,835 93.85% 781,890 26.20%
12/31/98 3,682,686 3,504,708* 177,978 95.17% 863,199 20.62%
12/31/99 4,017,279 3,931,744* 85,535 97.87% 912,490 9.37%
Notes:

The 12/31/98 val uation included changes to the assumed withdrawal rates, the assumed preretirement mortality

and the assumed retirement rates. These changes increased both member and employer contribution rates.

* The 12/31/97 vauation included an increase in plan benefits to reflect the impact of the California Supreme

Court decision in the Ventura County case regarding compensation earnable.

* The 12/31/95 valuation included a change in the salary scale from 6.0% to 3.5% per annum through the year
2000, and 5.5% thereafter. The aggregate payroll increase assumption was also changed from 5.0% to 4.5%
per annum.

* The12/31/91 valuation included achange in funding method from Entry Age Normal to Projected Unit Credit,
achangein asset accounting concerning the unallocated fund balance, and changesin discount rate from 7.5%

to 8.0%, salary scale from 5.5% to 6.0%, and payroll increases from 4.5% to 5.0%.

* The 12/31/94, 12/31/95, 12/31/96, 12/31/97, 12/31/98 and 12/31/99 assets exclude $311,022,000, $329,064,000, $313,250,000,
$322,333,000, $302,909,000 and $286,139,000, respectively, of the County’s unamortized 1994 funding of its portion of the Unfunded
Actuarial Accrued Liability, which funding for 1995 is being amortized over afourteen year period beginning July 1, 1994 and for

1996 and later is being amortized over a 28-year period beginning July 1, 1996.




Exhibit I1
Orange County Employees Retirement System
HISTORY OF EMPLOYER CONTRIBUTION RATES

Employer Contribution Rate (% of pay)

Valuation Date Valuation Date Valuation Date
12/31/90 12/31/93 12/31/96
General General General
Normal 4.75 Normal 3.38 Normal 3.38
UAAL 4.60 UAAL 0.53 UAAL (1.06)
Total 9.35 Total 391 Total 2.32
Safety Safety Safety
Normal 13.91 Normal 6.20 Normal 5.77
UAAL 10.42 UAAL 18.56 UAAL 17.77
Total 24.33 Total 24.76 Total 23.54
12/31/91 12/31/94 12/31/97
General General General
Normal 2.40 Normal 3.68 Normal 3.77
UAAL 0.15 UAAL 171 UAAL (1.92)
Total 255 Total 5.39 Total 1.86
Safety Safety Safety
Normal 4.15 Normal 6.58 Normal 6.79
UAAL 13.78 UAAL 21.85 UAAL 19.65
Total 17.93 Total 28.43 Total 26.44
12/31/92 12/31/95 12/31/98
General General General
Normal 3.56 Normal 3.33 Normal 4.35
UAAL 1.30 UAAL (0.47) UAAL (2.35)
Total 4.86 Total 2.86 Total 2.00
Safety Safety Safety
Normal 6.42 Normal 5.59 Normal 8.00
UAAL 17.92 UAAL 18.84 UAAL 16.41
Total 24.34 Total 24.43 Total 24.41
12/31/99
General
Normal 4.56
UAAL (3.60)
Total 0.96
Safety
Normal 8.27
UAAL 13.95
Total 22.22




Exhibit I11
Orange County Employees Retirement System
SUMMARY OF ACTIVEMEMBERSHIP

. Annual % Increasein

Valuation Date Number Annual Salary Average Salary Average Salary
12/31/90

General 15,969 $523,453,762 $32,779 4.10%

Safety 2,214 100,633,832 45,453 5.00

Tota 18,183 $624,087,594 $34,323 4.32
12/31/91

General 16,426 $571,527,088 $34,794 6.15%

Safety 2,175 106,429,952 48,933 7.66

Total 18,601 $677,957,040 $36,447 6.19
12/31/92

General 16,432 $590,453,256 $35,933 3.27%

Safety 2,144 111,142,980 51,839 5.94

Total 18,576 $701,596,236 $37,769 3.63
12/31/93

General 16,611 $610,095,632 $36,728 2.21%

Safety 2,186 115,097,702 52,652 157

Tota 18,797 $725,193,334 $38,580 2.15
12/31/94

General 17,084 $645,117,097 $37,761 2.81%

Safety 2,289 124,058,327 54,198 2.94

Tota 19,373 $769,175,424 $39,703 291
12/31/95

General 15,658 $597,800,535 $38,179 1.11%

Safety 2,351 129,967,110 55,282 2.00

Tota 18,009 $727,767,645 $40,411 1.78
12/31/96

General 15,736 $623,682,535 $39,634 3.81%

Safety 2,354 135,214,811 57,440 3.90

Tota 18,090 $758,897,346 $41,951 3.81
12/31/97

General 16,266 $643,115,556 $39,537 (0.24%)

Safety 2,427 138,774,560 57,179 (0.45)

Tota 18,693 $781,890,116 $41,828 (0.29)
12/31/98

General 16,976 $706,507,935 $41,618 5.26%

Safety 2,456 156,691,236 63,799 11.58

Tota 19,432 $863,199,171 $44,422 6.20
12/31/99

General 17,801 $738,956,477 $41,512 (0.25%)

Safety 2,556 173,533,473 67,893 6.42

Total 20,357 $912,489,950 $44,824 0.90

Excludes Deferred and Pending members.



Exhibit IV
Orange County Employees Retirement System
SUMMARY OF RETIRED MEMBERSHIP

Number of Members
) ;
Y ear Begi nAr\wting of SSS?@I) Rgnw?xgd gctYE er;: Aﬁcr)]vr\]/;?ce ’ IAr\‘r?rnﬁje " Q\:;rt?wglls
Y ear Y ear Y ear Allowance Allowance
1/90to 12/90 4,565 371 (158) 4,778 $49,560,031 11.89% $ 864
1/91to 12/91 4,778 400 (149) 5,029 54,804,848 10.58 908
1/92 to 12/92 5,029 326 (51 5,304 61,805,646 12.77 971
1/93 to 12/93 5,304 267 (59) 5512 69,241,800 12.03 1,047
1/94t0 12/94 5,512 504 (200) 5,816 77,629,436 1211 1,112
1/95to 12/95 5,816 690 (247) 6,359 92,332,920 18.94 1,210
1/96 to 12/96 6,359 426 (154) 6,631 99,751,438 8.03 1,254
1/97 to 12/97 6,631 505 (224) 6,912 109,661,326 9.93 1,322
1/98 to 12/98 6,912 547 (215) 7,244 125,439,610 14.39 1,443
1/99 to 12/99 7,244 549 (256) 7,537 137,542,880 9.65 1,521




Exhibit V
Orange County Employees Retirement System
DEVELOPMENT OF ACTUARIAL VALUE OF ASSETS
As of December 31, 1999

P:Ear? dTnegr Fair Value Book Value RatioBogollz(al\'/ra\l/uzaéueto
1999 $4,183,305,471 $3,277,313,800 1.276443
1998 3,643,078,679 3,045,622,732 1.196169
1997 3,263,314,979 2,765,715,751 1.179917
1996 2,829,039,344 2,408,673,997 1.174521
1995 2,573,558,176 2,197,035,693 1.171377

(1) Averageratioin five years preceding

December 31, 1999 1.199685

(2) Book value on December 31, 1999 $3,277,313,800

(3) Actuarial value of assets: (1) x (2) $3,931,744,206




Exhibit VI
Orange County Employees Retirement System
SHORT-TERM SOLVENCY TEST
($ Amounts in Thousands)

1) @) ) Portion of Accrued Liability
Valuation Active Liability for A IE.|ab||:/||ty b Valuation Ceveied by VEWELGS Aeses
Date M ember for Inactive Er IC Ive F.em s; Assets
Contributions | Participants (Employer Finan (1) (2 )
Portion)

12/31/90 $245,591 $674,000 $903,324 $1,297,575 100% 100% 41.84%
12/31/91 292,868 650,365 820,661 1,567,131 100 100 76.02
12/31/92 327,402 807,213 1,005,467 1,807,319 100 100 66.90
12/31/93 369,199 899,240 1,036,580 2,024,447 100 100 72.93
12/31/94 413,058 1,002,300 1,134,701 2,177,673 100 100 67.18
12/31/95 438,949 1,201,057 993,878 2,434,406 100 100 79.93
12/31/96 484,451 1,295,334 1,072,109 2,675,632 100 100 83.56
12/31/97 523,770 1,554,017 1,255,180 3,128,132 100 100 83.68
12/31/98 567,932 1,632,708 1,482,047 3,504,708 100 100 87.99
12/31/99 618,463 1,782,432 1,616,383 3,931,744 100 100 94.71




Orange County Employees Retirement System
ACTUARIAL METHODSAND ASSUMPTIONS

The Projected Unit Credit method was used with gains and |osses being amortized over a 15-year period from the

date first identified. The following actuarial assumptions were also used:

1. Interest: 8% per annum.

2. Salaryscale: 3.5% per annum per individual through year 2000, 5.5% per annum thereafter; the aggregate
salary increase assumed for the entire system is 4.50% per annum. The number of active employees is
assumed not to increase.

3. Consumer Price Index: Increase of 4.5% per annum subject to tier maximums.

4.  Spouses and dependents: 80% of male employees and 50% of female employees assumed married at retire-
ment, with wives assumed four years younger than husbands.

5. Rehire of former employees. Assumed not to be rehired.

6. Asset valuation: Asset values taken directly from statements furnished by OCERS. See Exhibit V for a
description of the development of the actuarial value of assets.

7. Ratesof termination of employment: Asshownin Table I, which follows.

8. Expectation of life after retirement. Asshownin Tablell.

9. Expectation of life after disability: Asshownin Tablelll.

Certain of the above assumptions were changed effective December 31, 1998. The unfunded actuarial accrued
liability (UAAL) as of December 31, 1995, is amortized as a level dollar amount over 28 years. Actuarial gains

and lossesfor each year are amortized over separate 15-year periodson alevel dollar basis. Changesinthe UAAL
arising from assumption changes and plan amendments are amortized over periods determined by the Board.



Orange County Employees Retirement System

PROBABILITY OF OCCURRENCE

(Includes Eligibility)

Table |

Age Ordinary Vested retiI:(r;;ent Ordinary Service Service
Near est Withdrawal Withdrawal Death Disability Retire. Disability

General Members- Male
20 0.2000 0.0000 0.0004 0.0000 0.0000 0.0000
30 0.0890 0.0028 0.0006 0.0001 0.0000 0.0004
40 0.0430 0.0097 0.0012 0.0004 0.0000 0.0010
50 0.0260 0.0068 0.0039 0.0011 0.0371 0.0022
60 0.0000 0.0000 0.0092 0.0052 0.0744 0.0050
70 0.0000 0.0000 0.0000 0.0000 1.0000 0.0000

General Members - Female
20 0.1570 0.0000 0.0002 0.0000 0.0000 0.0000
30 0.0960 0.0033 0.0003 0.0001 0.0000 0.0000
40 0.0590 0.0102 0.0007 0.0006 0.0000 0.0000
50 0.0340 0.0062 0.0016 0.0015 0.0293 0.0003
60 0.0000 0.0000 0.0042 0.0026 0.0721 0.0000
70 0.0000 0.0000 0.0000 0.0000 1.0000 0.0000

Safety Members
20 0.0890 0.0000 0.0004 0.0000 0.0000 0.0011
30 0.0300 0.0026 0.0006 0.0001 0.0000 0.0013
40 0.0060 0.0052 0.0012 0.0004 0.0000 0.0066
50 0.0000 0.0029 0.0039 0.0023 0.0664 0.0174
60 0.0000 0.0000 0.0092 0.0000 0.5769 0.0000
70 0.0000 0.0000 0.0000 0.0000 1.0000 0.0000




Orange County Employees Retirement System

EXPECTATION OF LIFE
Ageand Service Retirees
1983 Group Annuity Mortality

Age Male Female
20 57.86 64.15
30 48.11 54.29
40 38.46 44.52
50 29.19 34.92
60 20.64 25.67
70 13.18 17.13
80 7.64 10.20
90 4.28 541
100 2.28 2.36

Table Il



Orange County Employees Retirement System

EXPECTATION OF LIFE

Disabled Retirees

1981 Disabled Mortality

Age General Safety
20 38.73 49.29
30 31.98 40.36
40 26.21 3177
50 21.08 23.59
60 16.37 16.64
70 11.70 11.70
80 7.00 7.00
90 4.09 4.09
100 2.20 2.20

Table I11



Orange County Employees Retirement System
ASSUMPTIONSSPECIFIC TO THE
VENTURA COUNTY RULING

The Ventura County Ruling changed the definition of compensation earnable, akey variable in the determination
of benefits payable from the Orange County Employees Retirement System. Because many of the elements of
compensation and certain information about member contribution account balanceswere unavailable, assumptions
needed to be made to complete the December 31, 1999 actuarial valuation. The following describes the key
assumptions that were made and the rationale behind the assumptions. Overall, the assumptions used in the
actuarial valuation are conservative but not overly conservative. Asmoreinformation becomesavailable, changes
to these assumptions will be considered.

Compensation Earnable

Data on premium pay for individual members was included in the participant data supplied by OCERS. This
information compared favorably to estimates made for both the December 31, 1997 and December 31, 1998
actuarial valuations.

Compensation earnable also includes vacation, sick time and compensatory time that is earned and can be cashed
out in the measurement period. The amount of these items that are included in final compensation will change
over time as members learn the impact that these items can have on their retirement benefits. For the purpose of
this valuation, it was assumed that members would cash out the maximum amount available.

Percent of Retired Member s Electing a Recalculation of Retirement Benefits

Benefits for the vast majority of retirees have already been adjusted for the Ventura County Ruling. No further
adjustments were assumed.



Exhibit VII
Page 1 of 2
Orange County Employees Retirement System
SUMMARY OF MAJOR PLAN PROVISIONS

Member ship Requirements
Date of employment.

Monthly Salary Base for Benefits
Highest one-year average (three-year average for Tier I| members).

Service Retirement
A. Eligibility

10 years of service and age 50, or 30 years of service.
B. Benefit Formulaper Year of Service

1/50. (1/60 for Tier Il Genera Members.)

Reduced for retirement before age 57 (50 for Safety Members) and increased for retirement after age
57 (50 for Safety Members). Tier Il General Plan Factors are found in Section 31676.1.

Ordinary Disability

A. Eligibility
Fiveyearsof service.

B. Benefit Formulaper Year of Service
For Tier | members, 1.8% per year of service (in most cases aminimum of one-third salary). Tier Il
members receive 1.5% per year of service.

Line-of-Duty Disability
A. Eligibility

No age or service requirement.
B. Benefit

50% of salary.

Ordinary Death Before Eligibleto Retire
Refund of employee contributions with interest plus one month’s salary for each year of serviceto amaxi-
mum of six months’ salary.

Ordinary Death After Eligibleto Retirefor Serviceor Ordinary Disability
60% of earned benefit payableto surviving eligible spouse.

Line-of-Duty Death
50% of salary payable to spouse.



9.

10.

11.

12.

Exhibit VII
Page 2 of 2

Death After Retirement
A. Serviceor Ordinary Disability Retirement
60% of member’s unmodified allowance continued to eligible spouse.
B. Line-of-Duty Disability
100% of member’s alowance continued to spouse.
C. $750 Lump Sum

Withdrawal Benefits

A. Fewer than Five Years of Service
Refund of accumulated employee contributionswith interest.

B. Fiveor More Years of Service
If contributions |eft on deposit, entitled to earned benefits commencing at any time after member would
have been eligibletoretire.

Postretirement Cost-of-Living Benefits
Based on changesin Consumer Price Index to maximum of 3% per year; excess “banked.”

Member Contributions- Tier | (Tier 11 in parentheses)

Normal based on entry age, 1/200 (1/120) at 60 for General Members; 1/200 (1/100) at 50 for Safety Mem-
bers. Cost-of-living contributions equal to percentage of normal: 46.46% (27.82%) of General; 75.35%
(38.47%) of Safety.



Orange County Employees Retirement System
ANALYSISOF FINANCIAL EXPERIENCE
(inthousands)

Gains & Lossesin Accrued Liabilities During Years Ended December 31,
Resulting from Differ ences Between Assumed Experience & Actual Experience

Gains (or L osses) Per Year

Type of Activity 1995 1996 1997 1998 1999
Retirements $(84,430) $(64,134) $(31,804) $(34,552) $(60,138)
Disabilities 16,031 15,718 13,706 18,431 13,197
Withdrawal From Employment (8,887) (19,198) (25,076) (7,697) (23,003)
Pay Increases 66,315 31,163 41,129 (21,705) (1,890)
Investment Income 71,714 36,047 204,470 141,642 163,736
Mortality (17,580) (13,805) (12,124) 23,996 24,804
Other (14,776) 19,406 (10,742) (15,635) (17,803)
Gain (or Loss) During Year From | g5g 537 $5,197 $179,550 $104,480 98,903
Experience
Non Recurring Items.
Adjustment for Plan
Amendments, Assumption
Changes, €tc. 138,619 - (208,767) (71,574) -
Composite Gain (or Loss)
During Y ear $167,006 $5,197 $(29,208) $32,906 $98,903
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V. STATISTICAL SECTION



Schedule and Graph of
Revenues by Source
(in thousands)

1994 1995 1996 1997 1998 1999
Employee Contributions $47,442 $47,953 $48,461 $47,011 $50,557 $55,693
Employer Contributions | 1369,382| 1$20,814 | 1$16,463 | t$17,570 | 1$17,977 $17,591
Investment I ncome* $71,555 | $154,753 | $153,822 | $171,623 | $216,526 | $193,726
Total $118,997 | $223,520 | $218,746 | $236,204 | $285,060 | $267,010
$500,000 1 L/
$450,000
$400,000
$350,000
$3OO'OOO N -
$250,000 —
$200,000
$150,000
$100,000
i
$0 |
1994 1995 1996 1997 1998 1999
W Enployee Contributions @ Enployer Contributions M Investment Income* O Total ‘

Net of investment manager fees. Does not include net appreciation in fair market value.
t  Employer contributions for 1994 include $318,300,000 of County’s funding of its portion of the Unfunded Actuarial Accrued
Liability. In subsequent years, agreements between OCERS and the County provided that the 1994 contribution would reduce
subsequent required employer cash contributions.
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Schedule and Graph of

Expenses by Type
(in thousands)
1994 - 1999
1994 1995 1996 1997 1998 1999
Administrative Expenses $4,132 $4,971 $4,987 $5,392 $5,850 $6,094
Withdrawals $7,426 | $12,523 $7,166 $9,048 $7,848 $6,513
Benefits $79,932 [ $92,582 | $101,125 | $109,660 | $142,457 | $140,736
Total $91,490 | $110,076 | $113,278 | $124,100 | $156,155 | $153,343

OCERS

1995

1996

1997

1998

@ Administrative Expenses

O Withdrawals

[l Bengfits

Ml Total

1999
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Schedule and Graph of
Benefit Expenses by Type
(in thousands)

1994 - 1999

1994

1995

1996

1997

1998

1999

Withdrawals

$7,426

$12,523

$7,166

$9,048

$7,848

$6,513

Retirement

$79,280

$92,335

$101,074

$109,206

$141,629

$139,611

Death Benefits

$652

$247

$51

$454

$828

$1,125

Total

$87,358

$105,105

$108,291

$118,708

$150,305

$147,249

$160,000
$150,000
$140,000

$130,000
$120,000
$110,000

$100,000

$90,000
$80,000
$70,000
$60,000
$50,000
$40,000
$30,000
$20,000
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1994

1995

1996

1997

\ m Withdravals [ Retirement B Death Benefits [ Total

1998

1999




Orange County Employees Retirement System
SCHEDULE OF PARTICIPATING EMPLOYERS

Capistrano Beach Sanitation District

Capistrano Valley Water District

City of San Juan Capistrano

County of Orange

Cypress Recreation and Park District

Foothill/Eastern Transportation Corridor Agency

Orange County Cemetery District

Orange County Employees Retirement System

Orange County Fire Authority

Orange County Law Library

Orange County Transportation Authority

Orange County Vector Control District

San Joaquin Hills Transportation Corridor Agency

Sanitation Districts of Orange County

Santiago Library System

Orange County Department of Education (closed to new members)

UCI Medical Center (closed to new members)



Orange County Employees Retirement System
SCHEDULE OF RETIRED MEMBERSBY TYPE OF BENEFIT
As of December 31, 1999

Amount of Type of Retirement Option Selected
Monthly  No. of Option Option Option Option
Benefit  Retirants 1 2 3 4 5 6 7 Unmodified 1 2 3 4 Total
$1-250 1056 678 256 - 2 28 51 41 1,019 9 17 4 7 1056
$251-500 1263 887 19 2 27 56 33 538 1,237 6 18 2 - 1263
$501-750 1138 861 9% 1 60 59 19 42 1124 3 10 1 - 1138
$751-1,000 870 652 46 2 85 53 13 19 855 3 1 1 - 870
$1,001-1,250 720 519 23 - 139 20 8 1 708 3 9 - - 720
$1,251-1,500 521 356 19 - 120 16 8 2 508 6 7 - - 521
$1,501-1,750 417 308 10 2 70 14 4 9 409 1 5 2 - 417
$1,751-2,000 2711 215 6 1 45 1 - 3 263 1 4 3 - 271
Over $2,000 1281 1,083 21 2 15 9 6 5 1,246 3 23 7 2 1281
Total 7537 5559 672 10 703 256 147 190 7,369 35 104 20 9 7537

Definition of Terms:

Eligible Spouse - A member’s spouse is considered eligible if the member has been married for at least one
year at the time of retirement and remains married throughout the member’s retirement.

Eligible Child - An eligible childisan unmarried child under the age of 18, or under the age of 22 if afull-time
student.

Type of Retirement

1 - Normal Retirement for age and service.

2 - Survivor Payment - normal retirement.

3 - Survivor Payment - death in the line of duty.
4 - Service Connected Disability Retirement.

5 - Non-service Connected Disability Retirement.
6 - Survivor Payment - disability retirement.

7 - Survivor Payment - active member who died and was éligibleto retire.



Orange County Employees Retirement System
SCHEDULE OF RETIRED MEMBERSBY TYPE OF BENEFIT (continued)

Option Selected

Unmodified Option:

This option provides the member with the maximum allowance available to the member. It also provides a
continuation of 60 percent of the member’s allowance to the member’s eligible spouse or €ligible children
upon the member’sdeath. If the member retired under the Service Connected Disability status, the continuance
percentageis 100 percent instead of the normal 60 percent. If the member does not have an eligible spouse or
any eligible child at thetime of death, the member’s designated beneficiary will receive arefund of the member
contributions with interest, less the sum of the monthly allowances paid to the member during the member’s
lifetime.

Option 1 - Cash Refund Annuity:

Thisoption providesthe member with areduced monthly allowance for the member’slifetime. At themember’s
death, the member’s designated beneficiary will receive the member’s remaining contributions, if any.

Option 2 - 100 Percent Joint and Survivor Annuity:

Thisoption providesthe member with areduced monthly allowance for the member’slifetime. At themember’s
death, the member’s designated beneficiary will receive the same monthly allowance for the rest of hisor her
lifetime.

Option 3 - 50 Percent Joint and Survivor Annuity:

Thisoption providesthe member with areduced monthly allowance for the member’slifetime. At themember’s
death, the member’ s designated beneficiary will receive half of the member’s monthly allowancefor therest of
his or her lifetime.

Option 4 - Other Options:

Other options allow membersto designate multiple beneficiaries and other survivor percentages. The member
must obtain approval from the Retirement Board.



Schedule and Graph of
Active, Pending, and Deferred Members

1994 - 1999
1994 1995 1996 1997 1998 1999
Deferred 908 979 1,087 1,184 1,179 1,376
Pending 216 191 225 312 571 177
Active 19,373 18,009 18,090 18,693 19,432 20,357
Total 20,497 19,179 19,402 20,189 21,182 21,910
25,000
20,000 T P -
15,000
10,000
5,000
L8 i ] B ] []
1994 1995 1996 1997 1998 1999
‘ @ Deferred @ Pending O Active M Total ‘




Schedule and Graph of
Retired Members

1994 - 1999
1994 1995 1996 1997 1998 1999
Service Connected Disability 548 588 644 696 729 775
Non-Service Connected Disability 461 468 497 518 524 453
Service Retirement 4807] 5303 5490 5,698 5991] 6,309
Total 5816 6,359] 6,631 6,912 7,244 7,537
8,000
7,000
6,000
5,000 —_
4,000
3,000
2,000
1,000
O,
1994 1995 1996 1997 1998 1999
[ Service Connected Disability @ Non-Service Connected Disability O Service Retirement M Total
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Schedule and Graph of
Active Members by Membership Classification*

1994 - 1999
1994 1995 1996 1997 1998 1999
Safety 2,288 2,351 2,354 2,427 2,456 2,556
General 17,085 15,658 15,736 16,266 16,976 17,801
Total 19,373 18,009 18,090 18,693 19,432 20,357

1994

1995

1996

1997

m Safety

M Gererd

OTota

* Excludes members with Pending Status.
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Schedule and Graph of
Average Monthly Retirement Benefits
(by Tier and Membership Classification)

1994 - 1999
1994 1995 1996 1997 1998 1999
Tier | - General $1,061 $1,164 $1,210 $1,281 $1,388 $1,484
Tier 11 - General $764 $807 $824 $859 $891 $919
Tier | - Safety $1,869 $2,039 $2,163 $2,328 $2,666 $2,917
Tier 1l - Safety $1,688 $1,801 $1,901 $1,937 $2,107 $2,287

$3,000

1994 1995 1996 1997 1998 1999

@ Tier | - Gereral @ Tier II - Genera M Tier | - Safety M Tier || - Safety
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Orange County Employees Retirement System
HISTORY OF ACTUARIAL ASSUMPTION RATES
FOR THE PERIOD JANUARY, 1945 - DECEMBER, 1999

The table shown below is acomprehensive history of the interest rate assumption and the salary assumption rates
corresponding to the Orange County Employees Retirement System since theinception of the system. Theserates
are adopted by the Board of Retirement and used by the consulting actuary in the creation of the actuarial valuation
of the system.

Specifically, theinterest rate assumption estimatesthe rate at which the funds of the System’sinvestment portfolio
will realize earnings over many yearsinto thefuture. The salary assumption rate estimatestherelativeincreasesin
the salary of amember from the date of the val uation to the estimated date of separation of the member from active
service.

HISTORY OF OCERSACTUARIAL ASSUMPTION RATES

SALARY

EFFECTIVE DATE INTEREST RATE ASSUMPTION RATE
1/1/45 2.50% 0.00%
7/1/62 3.50% 0.00%
12/31/65 4.00% 0.00%
7/1/69 4.50% 0.00%
6/30/70 5.00% 0.00%
8/31/73 5.75% 0.00%
71175 6.00% 0.00%
7/1/81 7.25% 5.00%
7/1/89 7.50% 5.50%
7/1/91 8.00% 6.00%

7/1/96 8.00% 3.50%



