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June 14, 2017 
 
 
Mr. Steve Delaney 
Chief Executive Officer 
Orange County Employees Retirement System 
2223 Wellington Avenue 
Santa Ana, CA 92701 
 
Re: Orange County Employees Retirement System 

Reconciliation of the Plan’s December 31, 2016 Net Pension Liability (NPL) and 
Unfunded Actuarial Accrued Liability (UAAL) 
 

Dear Steve: 
 
We have been requested by the Retirement System to reconcile, for each Rate Group, the 
December 31, 2016 Net Pension Liability (NPL) and the Unfunded Actuarial Accrued Liability 
(UAAL) as shown in the December 31, 2016 Governmental Accounting Standards Board 
(GASB) Statement 67 addendum letter and funding valuation report, respectively. (The 
breakdown of the NPL as disclosed in the GASB 67 addendum letter also appears in our GASB 
68 financial report.) 
 
The reconciliation is provided in Attachment A of this letter. The difference between the NPL 
and the UAAL is a direct result of the different liability and asset values we used in those 
developments. 
 
LIABILITY 
 
The Total Pension Liability (TPL) shown in the GASB 67 addendum letter was measured based 
on the December 31, 2015 demographic data and “rolling forward” the liability from  
December 31, 2015 to December 31, 2016 and assuming that the actuarial experience of the 
System would match with that anticipated by the demographic assumptions. On the other hand, 
the Actuarial Accrued Liability (AAL) shown in the funding valuation report was measured 
based on the December 31, 2016 demographic data. 
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The differences between the TPL and the AAL were primarily due to: (a) actuarial gains/losses 
on the liability items as documented on pages 135 and 136 of the December 31, 2016 funding 
valuation report for each Rate Group and (b) differences between the rolled forward liabilities 
and the actual liabilities. 
 
ASSETS 
 
The Plan Fiduciary Net Position shown in the GASB 67 report as of December 31, 2016 (that 
we subsequently used for our GASB 67 addendum letter) was based on the plan’s Market 
Value of Assets (MVA) including the proceeds available in the County Investment Account 
and O.C. Sanitation District (OCSD) UAAL Deferred Account. On the other hand, the funding 
valuation report used the Valuation Value of Assets (VVA) after adjusting the MVA for asset 
smoothing and excluding the non-valuation reserve. 
 
The differences between the Plan Fiduciary Net Position and the VVA were primarily due to 
adjustment of deferred investment return and the non-valuation reserve. 
 
The NPL and UAAL were calculated by taking the TPL and the AAL and subtracting the Plan 
Fiduciary Net Position and the VVA, respectively. 
 
The undersigned is a member of the American Academy of Actuaries and meets the 
Qualification Standard of the American Academy of Actuaries to render the actuarial opinion 
contained herein. 
 
Please let us know if you have any questions or comments. 
 
Sincerely, 

 
Andy Yeung 
 
AW/bqb 
Enclosure 
 
cc: Tracy Bowman 

Brenda Shott 
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(A) Liability Reconciliation Rate Group #1 Rate Group #2 Rate Group #3 Rate Group #4

(1) Total Pension Liability Included in the development of the GASB 67 Addendum Letter $452,276,242 $10,040,063,837 $612,300,266 $54,734 

(2) (Gain)/Loss from (Lower)/Higher than Expected Salary Increases* ($2,827,000) $129,820,000 ($2,654,000) $0 

(3) (Gain)/Loss from (Lower)/Higher than Expected COLA Increases* ($4,951,000) ($101,421,000) ($5,860,000) $0 

(4) Change in data and process* ($4,238,000) ($53,981,000) ($1,324,000) $0 

(5) Other Experience (Gain)/Loss* ($2,601,000) $6,454,000 $4,537,000 $0 

(6) Other (Gain)/Loss from Rolled Forward Liabilities to Actual Liabilities ($154,242) $662,163 ($183,266) ($7,734)

(7) Actuarial Accrued Liability Included in the Funding Valuation Report (1) + (2) + (3) + (4) + (5) + (6) $437,505,000 $10,021,598,000 $606,816,000 $47,000 

(B) Asset Reconciliation Rate Group #1 Rate Group #2 Rate Group #3 Rate Group #4

(1) Market Value of Assets Excluding County Investment Account and OCSD UAAL Deferred Account $348,955,254 $6,896,102,888 $588,617,776 $45,402 

(2) County Investment Account and OCSD UAAL Deferred Account $4,350,249 $72,351,166 $34,067,000 $0 

(3) Plan's Fiduciary Net Position Included in the development of the GASB 67 Addendum Letter (1) + (2) $353,305,503 $6,968,454,054 $622,684,776 $45,402 

(4) Adjustment for Deferred Investment Return and Non-Valuation Reserve $12,283,746 $242,753,112 $20,720,224 $1,598 

(5) Valuation of Assets Included in the Funding Valuation Report (1) + (4) $361,239,000 $7,138,856,000 $609,338,000 $47,000 

Rate Group #1 Rate Group #2 Rate Group #3 Rate Group #4

Net Pension Liability Shown in the GASB 67 Addendum Letter (A1) - (B3) $98,970,739 $3,071,609,783 ($10,384,510) $9,332 

Unfunded Actuarial Accrued Liability Shown in the Funding Valuation Report (A7) - (B5) $76,266,000 $2,882,742,000 ($2,522,000) $0 

Attachment A
All Rate Groups (Results are as of December 31, 2016)

* These actuarial gain/loss items can be found on pages 135 and 136 of our December 31, 2016 funding valuation report.
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(A) Liability Reconciliation Rate Group #5 Rate Group #9 Rate Group #10 Rate Group #11

(1) Total Pension Liability Included in the development of the GASB 67 Addendum Letter $858,084,148 $41,315,324 $207,636,277 $8,784,993 

(2) (Gain)/Loss from (Lower)/Higher than Expected Salary Increases* $3,251,000 ($440,000) $298,000 $80,000 

(3) (Gain)/Loss from (Lower)/Higher than Expected COLA Increases* ($7,972,000) ($339,000) ($2,191,000) ($48,000)

(4) Change in data and process* ($12,452,000) ($119,000) ($1,316,000) ($13,000)

(5) Other Experience (Gain)/Loss* ($286,000) ($707,000) $3,128,000 ($229,000)

(6) Other (Gain)/Loss from Rolled Forward Liabilities to Actual Liabilities $81,852 $14,676 $6,723 $7 

(7) Actuarial Accrued Liability Included in the Funding Valuation Report (1) + (2) + (3) + (4) + (5) + (6) $840,707,000 $39,725,000 $207,562,000 $8,575,000 

(B) Asset Reconciliation Rate Group #5 Rate Group #9 Rate Group #10 Rate Group #11

(1) Market Value of Assets Excluding County Investment Account and OCSD UAAL Deferred Account $627,823,670 $28,891,960 $140,679,859 $8,562,584 

(2) County Investment Account and OCSD UAAL Deferred Account $0 $0 $0 $0 

(3) Plan's Fiduciary Net Position Included in the development of the GASB 67 Addendum Letter (1) + (2) $627,823,670 $28,891,960 $140,679,859 $8,562,584 

(4) Adjustment for Deferred Investment Return and Non-Valuation Reserve $22,100,330 $1,017,040 $4,952,141 $301,416 

(5) Valuation of Assets Included in the Funding Valuation Report (1) + (4) $649,924,000 $29,909,000 $145,632,000 $8,864,000 

Rate Group #5 Rate Group #9 Rate Group #10 Rate Group #11

Net Pension Liability Shown in the GASB 67 Addendum Letter (A1) - (B3) $230,260,478 $12,423,364 $66,956,418 $222,409 

Unfunded Actuarial Accrued Liability Shown in the Funding Valuation Report (A7) - (B5) $190,783,000 $9,816,000 $61,930,000 ($289,000)

* These actuarial gain/loss items can be found on pages 135 and 136 of our December 31, 2016 funding valuation report.

Attachment A
All Rate Groups (Results are as of December 31, 2016)
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(A) Liability Reconciliation Rate Group #12 Rate Group #6 Rate Group #7 Rate Group #8 Total

(1) Total Pension Liability Included in the development of the GASB 67 Addendum Letter $9,295,387 $726,737,949 $3,505,454,232 $1,538,421,214 $18,000,424,603 

(2) (Gain)/Loss from (Lower)/Higher than Expected Salary Increases* ($163,000) $11,800,000 $66,518,000 ($1,080,000) $204,603,000 

(3) (Gain)/Loss from (Lower)/Higher than Expected COLA Increases* ($59,000) ($5,828,000) ($39,359,000) ($18,011,000) ($186,039,000)

(4) Change in data and process* ($16,000) ($2,421,000) ($15,317,000) ($1,390,000) ($92,587,000)

(5) Other Experience (Gain)/Loss* $107,000 $3,597,000 $613,000 ($1,982,000) $12,631,000 

(6) Other (Gain)/Loss from Rolled Forward Liabilities to Actual Liabilities $63,613 ($1,126,949) ($3,408,232) ($1,520,214) ($5,571,603)

(7) Actuarial Accrued Liability Included in the Funding Valuation Report (1) + (2) + (3) + (4) + (5) + (6) $9,228,000 $732,759,000 $3,514,501,000 $1,514,438,000 $17,933,461,000 

(B) Asset Reconciliation Rate Group #12 Rate Group #6 Rate Group #7 Rate Group #8 Total

(1) Market Value of Assets Excluding County Investment Account and OCSD UAAL Deferred Account $7,525,105 $501,456,967 $2,372,809,563 $1,135,946,972 $12,657,418,000 

(2) County Investment Account and OCSD UAAL Deferred Account $0 $7,519,398 $33,502,187 $0 $151,790,000 

(3) Plan's Fiduciary Net Position Included in the development of the GASB 67 Addendum Letter (1) + (2) $7,525,105 $508,976,365 $2,406,311,750 $1,135,946,972 $12,809,208,000 

(4) Adjustment for Deferred Investment Return and Non-Valuation Reserve $264,895 $17,652,033 $83,526,437 $39,987,028 $445,560,000 

(5) Valuation of Assets Included in the Funding Valuation Report (1) + (4) $7,790,000 $519,109,000 $2,456,336,000 $1,175,934,000 $13,102,978,000 

Rate Group #12 Rate Group #6 Rate Group #7 Rate Group #8 Total

Net Pension Liability Shown in the GASB 67 Addendum Letter (A1) - (B3) $1,770,282 $217,761,584 $1,099,142,482 $402,474,242 $5,191,216,603 

Unfunded Actuarial Accrued Liability Shown in the Funding Valuation Report (A7) - (B5) $1,438,000 $213,650,000 $1,058,165,000 $338,504,000 $4,830,483,000 

* These actuarial gain/loss items can be found on pages 135 and 136 of our December 31, 2016 funding valuation report.

Attachment A
 All Rate Groups (Results are as of December 31, 2016) 

 


