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Via Email 
 
June 2, 2020 

Mr. Steve Delaney 
Chief Executive Officer 
Orange County Employees Retirement System 
2223 Wellington Avenue 
Santa Ana, CA 92701-3101 
 
Re: Orange County Employees Retirement System (OCERS)  

Reconciliation of the Plan’s December 31, 2019 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, 2019 Net Pension Liability (NPL) and the Unfunded Actuarial Accrued Liability 
(UAAL) as shown in the December 31, 2019 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, 2018 demographic data by: (i) rolling forward the liability from 
December 31, 2018 to December 31, 2019 and (ii) 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, 2019 demographic data. 

The differences between the TPL and the AAL were primarily due to: (a) actuarial gains/losses 
on the liability items as documented in Section 4, Exhibit VI of the December 31, 2019 funding 
valuation report for each Rate Group and (b) differences between the rolled forward liabilities 
and the actual liabilities. 
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Assets 

The Plan Fiduciary Net Position shown in the GASB 67 report as of December 31, 2019 (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 gain 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, ASA, MAAA, FCA, EA 
Vice President & Actuary 

JY/hy 
Enclosures 

cc: Tracy Bowman 
Brenda Shott 
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Attachment A 

All Rate Groups (Results are as of December 31, 2019) 
 

 
1 These actuarial gain/loss items can be found in Section 4, Exhibit VI of our December 31, 2019 funding valuation report. 

(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 $520,222,888  $12,028,396,063  $745,022,205  $47,220  

(2) (Gain)/Loss from (Lower)/Higher than Expected Salary Increases1 (7,606,000) (57,650,000) 4,962,000  0  

(3) (Gain)/Loss from (Lower)/Higher than Expected COLA Increases1 2,862,000  72,274,000  4,887,000  1,000  

(4) Other Experience (Gain)/Loss1 (2,688,000) 55,487,000  4,832,000  0  

(5) Other (Gain)/Loss from Rolled Forward Liabilities to Actual Liabilities 108,112  3,987,937  5,795  (220)  

(6) Actuarial Accrued Liability Included in the Funding Valuation Report (1) + (2) + (3) + (4) + (5) $512,899,000  $12,102,496,000  $759,709,000  $48,000  

     

(B) Asset Reconciliation     

(1) Market Value of Assets Excluding County Investment Account and OCSD UAAL Deferred Account $435,927,060  $8,804,215,164  $782,411,822 $49,434  

(2) County Investment Account and OCSD UAAL Deferred Account 5,558,363  92,443,896  12,057,000  0  

(3) Plan's Fiduciary Net Position Included in the development of the GASB 67 Addendum Letter (1) + (2) $441,485,423  $8,896,659,060  $794,468,822 $49,434  

(4) Adjustment for Deferred Investment Return and Non-Valuation Reserve (12,649,060) (255,467,164) (22,702,822) (1,434) 

(5) Valuation of Assets Included in the Funding Valuation Report (1) + (4) $423,278,000  $8,548,748,000  $759,709,000  $48,000  

     

Net Pension Liability Shown in the GASB 67 Addendum Letter (A1) - (B3) $78,737,465  $3,131,737,003  $(49,446,617) $(2,214) 

     

Unfunded Actuarial Accrued Liability Shown in the Funding Valuation Report (A6) - (B5) $89,621,000  $3,553,748,000  $0  $0  
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Attachment A (continued) 

All Rate Groups (Results are as of December 31, 2019) 

 

  

 
1 These actuarial gain/loss items can be found in Section 4, Exhibit VI of our December 31, 2019 funding valuation report. 

(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 $1,010,087,777  $52,259,080  $257,504,904  $11,000,702  

(2) (Gain)/Loss from (Lower)/Higher than Expected Salary Increases1 (3,953,000) 168,000  1,951,000  (39,000) 

(3) (Gain)/Loss from (Lower)/Higher than Expected COLA Increases1 6,575,000  303,000  2,285,000  42,000  

(4) Other Experience (Gain)/Loss1 (922,000) 79,000  2,907,000  547,000  

(5) Other (Gain)/Loss from Rolled Forward Liabilities to Actual Liabilities 400,223  8,920  (23,904) 298  

(6) Actuarial Accrued Liability Included in the Funding Valuation Report (1) + (2) + (3) + (4) + (5) $1,012,188,000  $52,818,000  $264,624,000  $11,551,000  

     

(B) Asset Reconciliation     

(1) Market Value of Assets Excluding County Investment Account and OCSD UAAL Deferred Account $785,803,229  $54,012,244  $225,051,189  $11,228,821  

(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) $785,803,229  $54,012,244  $225,051,189  $11,228,821  

(4) Adjustment for Deferred Investment Return and Non-Valuation Reserve (22,801,229) (1,567,244) (6,530,189) (325,821) 

(5) Valuation of Assets Included in the Funding Valuation Report (1) + (4) $763,002,000  $52,445,000  $218,521,000  $10,903,000  

     

Net Pension Liability Shown in the GASB 67 Addendum Letter (A1) - (B3) $224,284,548  $(1,753,164) $32,453,715  $(228,119) 

     

Unfunded Actuarial Accrued Liability Shown in the Funding Valuation Report (A6) - (B5) $249,186,000  $373,000  $46,103,000  $648,000  
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Attachment A (continued) 

All Rate Groups (Results are as of December 31, 2019) 

 

 
1 These actuarial gain/loss items can be found in Section 4, Exhibit VI of our December 31, 2019 funding valuation report. 

(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 

$11,347,924  $936,107,531  $4,290,414,158  $1,891,853,011  $21,754,263,463  

(2) (Gain)/Loss from (Lower)/Higher than Expected Salary Increases1 (112,000) (7,746,000) 11,137,000  6,172,000  (52,716,000) 

(3) (Gain)/Loss from (Lower)/Higher than Expected COLA Increases1 59,000  4,695,000  26,520,000  10,717,000  131,220,000  

(4) Other Experience (Gain)/Loss1 (222,000) 1,024,000  12,801,000  3,788,000  77,633,000  

(5) Other (Gain)/Loss from Rolled Forward Liabilities to Actual Liabilities 49,076  351,469  1,033,842  406,989  6,329,537  

(6) Actuarial Accrued Liability Included in the Funding Valuation Report 
(1) + (2) + (3) + (4) + (5) 

$11,122,000  $934,432,000  $4,341,906,000  $1,912,937,000  $21,916,730,000  

      

(B) Asset Reconciliation      

(1) Market Value of Assets Excluding County Investment Account and OCSD 
UAAL Deferred Account 

$11,422,439  $691,005,535  $3,145,069,794  $1,569,911,269  $16,516,108,000 

(2) County Investment Account and OCSD UAAL Deferred Account 0  9,607,620  42,806,121  0  162,473,000  

(3) Plan's Fiduciary Net Position Included in the development of the GASB 67 
Addendum Letter (1) + (2) 

$11,422,439  $700,613,155  $3,187,875,915  $1,569,911,269  $16,678,581,000 

(4) Adjustment for Deferred Investment Return and Non-Valuation Reserve (331,439) (20,050,535) (91,258,794) (45,553,269) (479,239,000) 

(5) Valuation of Assets Included in the Funding Valuation Report (1) + (4) $11,091,000  $670,955,000  $3,053,811,000  $1,524,358,000  $16,036,869,000  
      

Net Pension Liability Shown in the GASB 67 Addendum Letter (A1) - (B3) $(74,515) $235,494,376  $1,102,538,243  $321,941,742  $5,075,682,463 

      

Unfunded Actuarial Accrued Liability Shown in the Funding Valuation 
Report (A6) - (B5) 

$31,000  $263,477,000  $1,288,095,000  $388,579,000  $5,879,861,000 


