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MEETING OF THE 
BOARD OF DIRECTORS OF THE 

MUNICIPAL WATER DISTRICT OF ORANGE COUNTY 
Jointly with the 

ADMINISTRATION & FINANCE COMMITTEE 
January 14, 2015, 8:30 a.m. 

MWDOC Conference Room 101 
Committee: 
Director Thomas, Chairman    Staff: R. Hunter, K. Seckel, C. Harris, 
Director J. Finnegan      K. Davanaugh, H. Chumpitazi  
Director Osborne 
 
Ex Officio Member:  L. Dick 
 
MWDOC Committee meetings are noticed and held as joint meetings of the Committee and the entire Board 
of Directors and all members of the Board of Directors may attend and participate in the discussion.  Each 
Committee has designated Committee members, and other members of the Board are designated alternate 
committee members.  If less than a quorum of the full Board is in attendance, the Board meeting will be 
adjourned for lack of a quorum and the meeting will proceed as a meeting of the Committee with those 
Committee members and alternate members in attendance acting as the Committee. 
 
PUBLIC COMMENTS - Public comments on agenda items and items under the jurisdiction of the 
Committee should be made at this time. 
 
ITEMS RECEIVED TOO LATE TO BE AGENDIZED - Determine there is a need to take immediate 
action on item(s) and that the need for action came to the attention of the District subsequent to the posting of 
the Agenda. (Requires a unanimous vote of the Committee) 
 
ITEMS DISTRIBUTED TO THE BOARD LESS THAN 72 HOURS PRIOR TO MEETING -- 
Pursuant to Government Code section 54957.5, non-exempt public records that relate to open session 
agenda items and are distributed to a majority of the Board less than seventy-two (72) hours prior to the 
meeting will be available for public inspection in the lobby of the District’s business office located at 
18700 Ward Street, Fountain Valley, California 92708, during regular business hours.  When practical, 
these public records will also be made available on the District’s Internet Web site, accessible at 
http://www.mwdoc.com. 
 
PROPOSED BOARD CONSENT CALENDAR ITEMS 
 
1. TREASURER'S REPORT 

a. Revenue/Cash Receipt Report –  December 2014 
b. Disbursement Approval Report for the month of January 2015 
c. Disbursement Ratification Report for the month of December 2014 
d. GM Approved Disbursement Report for the month of December 2014 
e. Water Use Efficiency Projects Cash Flow –  December 31, 2014 
f. Consolidated Summary of Cash and Investment – November 2014 
g. OPEB Trust Fund monthly statement 

 
2. FINANCIAL REPORT - Combined Financial Statements and Budget Comparative 

for the period ending November 30, 2014 
 
3. 2015 COLLABORATIVE SERVICES SUMMIT 
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ACTION ITEMS 
 
4. RESTATEMENT OF DISTRICT MONEY PURCHASE PENSION PLAN AND TRUST 

AGREEMENT 
 
5. BUREAU OF RECLAMATION WATERSMART GRANT RESOLUTION 
 
6. AUTHORIZE THE GENERAL MANAGER TO DEVELOP A TEN-YEAR PURCHASE 

COMMITMENT WITH ORANGE COUNTY WATER DISTRICT; AND SIGN A 
PURCHASE ORDER WITH METROPOLITAN WATER DISTRICT  

 
INFORMATION ITEMS – (THE FOLLOWING ITEMS ARE FOR INFORMATIONAL PURPOSES ONLY – 
BACKGROUND INFORMATION IS INCLUDED IN THE PACKET.  DISCUSSION IS NOT NECESSARY 
UNLESS REQUESTED BY A DIRECTOR.) 
 
7. ACWA/JPIA EXECUTIVE COMMITTEE ELECTION 
 
8. FY 2015-16 BUDGET PREPARATION SCHEDULE 
 
9. CALPERS ANNUAL VALUATION REPORT AS OF JUNE 30, 2013 
 
10. INTERNAL REVENUE SERVICE PAYROLL AUDIT (oral report) 
 
11. MONTHLY WATER USAGE DATA, TIER 2 PROJECTION & WATER SUPPLY 

INFO 
 
12. DEPARTMENT ACTIVITIES REPORTS 

a. Administration 
b. Finance and Information Technology 

 
OTHER ITEMS 
 
13. REVIEW ISSUES REGARDING DISTRICT ORGANIZATION, PERSONNEL 

MATTERS, EMPLOYEE BENEFITS FINANCE AND INSURANCE 
 
CLOSED SESSION ITEMS 
 
14.  CONFERENCE WITH LEGAL COUNSEL – ANTICIPATED LITIGATION 

Significant exposure to litigation pursuant to paragraph (2) of subdivision (d) of 
section 54956.9 (one case). 

 
ADJOURNMENT 
 
NOTE: At the discretion of the Committee, all items appearing on this agenda, whether or not expressly 

listed for action, may be deliberated, and may be subject to action by the Committee.  On those 
items designated for Board action, the Committee reviews the items and makes a 
recommendation for final action to the full Board of Directors; final action will be taken by the 
Board of Directors.  Agendas for Committee and Board meetings may be obtained from the 
District Secretary.  Members of the public are advised that the Board consideration process 
includes consideration of each agenda item by one or more Committees indicated on the Board 
Action Sheet.  Attendance at Committee meetings and the Board meeting considering an item 
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consequently is advised. 
 
Accommodations for the Disabled.  Any person may make a request for a disability-related modification 

or accommodation needed for that person to be able to participate in the public meeting by 
telephoning Maribeth Goldsby, District Secretary, at (714) 963-3058, or writing to Municipal 
Water District of Orange County at P.O. Box 20895, Fountain Valley, CA 92728.  Requests must 
specify the nature of the disability and the type of accommodation requested.  A telephone 
number or other contact information should be included so that District staff may discuss 
appropriate arrangements.  Persons requesting a disability-related accommodation should make 
the request with adequate time before the meeting for the District to provide the requested 
accommodation. 
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MUNICIPAL WATER DIST OF ORANGE COUNTY Monthly Account Report for the Period
PARS OPEB Trust Program 11/1/2014 to 11/30/2014

 

Rob Hunter
General Manager
Municipal Water Dist of Orange County
18700 Ward Street
Fountain Valley, CA 92708

Source 11/1/2014 Contributions Earnings Expenses Distributions Transfers 11/30/2014

Employer Contribution $1,116,703.79 $0.00 $14,219.46 $555.45 $0.00 $0.00 $1,130,367.80

Totals $1,116,703.79 $0.00 $14,219.46 $555.45 $0.00 $0.00 $1,130,367.80

Account Summary

Investment Selection

Ending           
Balance as of

Beginning 
Balance as of 

1-Month 3-Months 1-Year 3-Years 5-Years 10-Years Inception Date
1.27% 0.67% 6.51% 10.71% N/A N/A 10/26/2011

Information as provided by US Bank, Trustee for PARS;  Not FDIC Insured;  No Bank Guarantee;  May Lose Value

Investment Return:  Annualized rate of return is the return on an investment over a period other than one year multiplied or divided to give a comparable one-year return.

                                            Headquarters - 4350 Von Karman Ave., Suite 100, Newport Beach, CA 92660     800.540.6369     Fax 949.250.1250     www.pars.org

Investment Objective

The dual goals of the Moderate Strategy are growth of principal and income. It is expected that dividend and interest income will comprise a 
significant portion of total return, although growth through capital appreciation is equally important. The portfolio will be allocated between 
equity and fixed income investments.

Past performance does not guarantee future results.  Performance returns may not reflect the deduction of applicable fees, which could reduce returns.  Information is deemed reliable but may be 
subject to change.

Investment Return

Inception Date: Plan's inception date

Annualized Return

Moderate HighMark PLUS
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ASSETS Amount
Cash in Bank 1,528,071.13
Investments 11,353,247.01
Accounts Receivable 34,245,224.83
Accounts Receivable - Other 1,816,278.12
Accrued Interest Receivable 33,367.60
Prepaids/Deposits 663,594.67
Leasehold Improvements 3,015,137.08
Furniture, Fixtures & Equipment 535,372.82
     Less:  Accum Depreciation (2,501,318.74)
Net OPEB Asset 37,041.00

              TOTAL ASSETS $50,726,015.52

LIABILITIES AND FUND BALANCES
Liabilities

Accounts Payable 35,193,705.69
Accrued Salaries and Benefits Payable 263,514.79
Other Liabilities 2,663,781.94
Unearned Revenue 1,095,020.32
          Total  Liabilities 39,143,213.41

Fund Balances
Restricted Fund Balances

Water Fund - T2C 955,284.02
          Total Restricted Fund Balances 955,284.02

Unrestricted Fund Balances
Designated Reserves

General Operations 2,280,462.66     
Grant & Project Cash Flow 1,000,000.00     
Building Repair 239,491.00        

Total Designated Reserves 3,519,953.66

       GENERAL FUND 1,441,435.43     
       WEROC 55,774.88

          Total Unrestricted Fund Balances 5,017,163.97

Excess Revenue over Expenditures
     Operating Fund 5,491,504.10
     Other Funds 118,850.02
Total Fund Balance 11,582,802.11

TOTAL LIABILITIES AND FUND BALANCES $50,726,015.52

Municipal Water District of Orange County
Combined Balance Sheet
As of November 30, 2014
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Annual Budget
Month to Date Year to Date Budget % Used Encumbrance Remaining

REVENUES

Retail Connection Charge 0.00 6,440,532.00 6,440,532.00 100.00% 0.00 0.00
Water Increment 7,134.90 65,262.48 103,564.00 63.02% 0.00 38,301.52

Water rate revenues 7,134.90 6,505,794.48 6,544,096.00 99.41% 0.00 38,301.52

Interest Revenue 10,878.73 53,590.20 138,000.00 38.83% 0.00 84,409.80

Subtotal 18,013.63 6,559,384.68 6,682,096.00 98.16% 0.00 122,711.32

Choice Programs 185,000.00 1,294,408.78 1,261,086.00 102.64% 0.00 (33,322.78)
Choice Prior Year Carry Over 0.00 94,000.00 94,000.00 100.00% 0.00 0.00
Miscellaneous Income 17,838.13 18,059.41 3,000.00 601.98% 0.00 (15,059.41)
School Contracts 11,036.72 30,644.22 70,000.00 43.78% 0.00 39,355.78
Transfer-Out To Reserve 0.00 0.00 (84,374.00) 0.00% 0.00 (84,374.00)

Subtotal 213,874.85 1,437,112.41 1,343,712.00 106.95% 0.00 (93,400.41)

TOTAL REVENUES 231,888.48 7,996,497.09 8,025,808.00 99.63% 0.00 29,310.91

Municipal Water District of Orange County
Revenues and Expenditures Budget Comparative Report

General Fund
From July thru November 2014

Page 36 of 237



Annual Budget
Month to Date Year to Date Budget % Used Encumbrance Remaining

Municipal Water District of Orange County
Revenues and Expenditures Budget Comparative Report

General Fund
From July thru November 2014

EXPENSES
Salaries & Wages 226,191.33 1,232,944.73 2,995,855.00 41.16% 0.00 1,762,910.27
Salaries & Wages - Grant Recovery 0.00 (11,267.88) (16,437.00) 68.55% 0.00 (5,169.12)
Directors' Compensation  13,926.81 69,389.72 210,342.00 32.99% 0.00 140,952.28
MWD Representation 9,284.54 37,382.49 120,197.00 31.10% 0.00 82,814.51
Employee Benefits 67,763.79 354,630.80 961,916.00 36.87% 0.00 607,285.20
OPEB Annual Contribution 0.00 0.00 133,331.00 0.00% 0.00 133,331.00
Employee Benefits - Grant Recovery 0.00 (2,885.99) 0.00 0.00% 0.00 2,885.99
Director's Benefits 7,349.14 34,375.69 119,356.00 28.80% 0.00 84,980.31
Health Ins $'s for Retirees 2,215.48 16,576.30 50,244.00 32.99% 0.00 33,667.70
Training Expense 295.00 2,437.00 18,000.00 13.54% 0.00 15,563.00
Tuition Reimbursement 0.00 0.00 6,000.00 0.00% 0.00 6,000.00

Personnel Expenses 327,026.09 1,733,582.86 4,598,804.00 37.70% 0.00 2,856,671.96
Engineering Expense 0.00 24,264.55 355,000.00 6.84% 43,388.22 287,347.23
Legal Expense   12,094.05 73,935.37 329,000.00 22.47% 265,064.63 (10,000.00)
Audit Expense 2,500.00 20,400.00 23,000.00 88.70% 725.00 1,875.00
Professional Services 61,688.48 284,818.71 1,133,200.00 25.13% 259,651.07 588,730.22

Professional Fees 76,282.53 403,418.63 1,840,200.00 21.92% 568,828.92 867,952.45

Conference-Staff 360.00 6,708.00 13,925.00 48.17% 0.00 7,217.00
Conference-Directors 505.00 3,263.00 8,650.00 37.72% 0.00 5,387.00
Travel & Accom.-Staff 2,986.92 11,604.42 38,300.00 30.30% 0.00 26,695.58
Travel & Accom.-Directors 1,304.64 3,969.97 29,600.00 13.41% 0.00 25,630.03

Travel & Conference 5,156.56 25,545.39 90,475.00 28.23% 0.00 64,929.61

Membership/Sponsorship 25,213.00 67,434.26 90,437.00 74.56% 0.00 23,002.74
CDR Support 9,990.25 19,980.50 39,961.00 50.00% 19,980.50 0.00

Dues & Memberships 35,203.25 87,414.76 130,398.00 67.04% 19,980.50 23,002.74

Business Expense 530.54 2,838.03 7,000.00 40.54% 0.00 4,161.97
Maintenance Office 7,029.19 42,352.48 120,768.00 35.07% 71,323.23 7,092.29
Building Repair & Maintenance 403.67 3,826.11 10,800.00 0.00% 6,973.89 0.00
Storage Rental & Equipment Lease 956.32 5,018.87 40,708.00 12.33% 10,689.13 25,000.00
Office Supplies 1,747.72 11,203.08 24,288.00 46.13% 1,982.91 11,102.01
Postage/Mail Delivery 688.80 3,742.54 11,100.00 33.72% 2,800.37 4,557.09
Subscriptions & Books 0.00 256.02 1,600.00 16.00% 0.00 1,343.98
Reproduction Expense 4,293.20 4,413.20 90,625.00 4.87% 7,745.30 78,466.50
Maintenance-Computers 752.44 2,322.60 6,000.00 38.71% 706.13 2,971.27
Software Purchase 119.97 12,422.91 25,515.00 48.69% 2,454.06 10,638.03
Software Support 991.07 13,970.49 28,869.00 48.39% 0.00 14,898.51
Computers and Equipment 0.00 5,926.62 9,300.00 63.73% 0.00 3,373.38
Automotive Expense 931.07 4,924.97 13,300.00 37.03% 0.00 8,375.03
Toll Road Charges 101.26 397.73 1,250.00 31.82% 0.00 852.27
Insurance Expense 6,721.16 43,240.04 97,000.00 44.58% 7,639.07 46,120.89
Utilities - Telephone 1,225.83 6,150.40 16,900.00 36.39% 0.00 10,749.60
Bank Fees 768.66 4,423.95 10,700.00 41.35% 0.00 6,276.05
Miscellaneous Expense 4,312.18 20,122.97 109,700.00 18.34% 0.00 89,577.03
MWDOC's Contrb. To WEROC 10,709.00 53,545.00 128,508.00 41.67% 0.00 74,963.00
Depreciation Expense 1,551.49 13,933.34 0.00 0.00% 0.00 (13,933.34)

Other Expenses 43,833.57 255,031.35 753,931.00 33.83% 112,314.09 386,585.56
Election Expense 0.00 0.00 444,000.00 0.00 0.00 444,000.00
MWDOC's Building Expense 0.00 0.00 168,000.00 0.00% 0.00 168,000.00

TOTAL EXPENSES 487,502.00 2,504,992.99 8,025,808.00 31.21% 701,123.51 4,819,691.50

NET INCOME (LOSS) (255,613.52) 5,491,504.10 0.00
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Annual Budget
Month to Date Year to Date Budget % Used Remaining

WATER REVENUES

Water Sales 14,381,775.50 88,671,826.20 163,874,103.00 54.11% 75,202,276.80
Readiness to Serve Charge 1,161,520.50 5,807,602.60 13,946,682.00 41.64% 8,139,079.40
Capacity Charge CCF 304,941.67 1,524,708.35 3,659,300.00 41.67% 2,134,591.65
SCP Surcharge 25,690.64 158,423.92 361,200.00 43.86% 202,776.08
Interest 253.06 1,173.31 4,275.00 27.45% 3,101.69

TOTAL WATER REVENUES 15,874,181.37 96,163,734.38 181,845,560.00 52.88% 85,681,825.62

WATER PURCHASES

Water Sales 14,381,775.50 88,671,826.30 163,874,103.00 54.11% 75,202,276.70
Readiness to Serve Charge 1,161,520.50 5,807,602.50 13,946,682.00 41.64% 8,139,079.50
Capacity Charge CCF 304,941.67 1,524,708.35 3,659,300.00 41.67% 2,134,591.65
SCP Surcharge 25,690.64 158,423.92 361,200.00 43.86% 202,776.08

TOTAL WATER PURCHASES 15,873,928.31 96,162,561.07 181,841,285.00 52.88% 85,678,723.93

EXCESS OF REVENUE OVER
 EXPENDITURES 253.06 1,173.31 4,275.00

Municipal Water District of Orange County
Revenues and Expenditures Budget Comparative Report

Water Fund
From July thru November 2014
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Year to Date Annual
Actual Budget % Used

Landscape Performance Certification
Revenues 21,731.45 116,000.00 18.73%
Expenses 36,554.50 116,000.00 31.51%
Excess of Revenues over Expenditures (14,823.05) 0.00

SmarTimer Program
Revenues 87,214.44 50,467.00 172.81%
Expenses 78,332.08 50,467.00 155.21%
Excess of Revenues over Expenditures 8,882.36 0.00

Industrial Water Use Reduction
Revenues 1,415.00 113,980.00 1.24%
Expenses 5,610.90 113,980.00 4.92%
Excess of Revenues over Expenditures (4,195.90) 0.00

Spray To Drip Conversion
Revenues 23,215.54 65,342.47 35.53%
Expenses 19,482.98 65,342.47 29.82%
Excess of Revenues over Expenditures 3,732.56 0.00

Water Smart Landscape for Public Property
Revenues 3,166.41 1,248,000.00 0.25%
Expenses 5,424.17 1,248,000.00 0.43%
Excess of Revenues over Expenditures (2,257.76) 0.00

Member Agency Administered Passthru
Revenues 0.00 27,143.00 0.00%
Expenses 0.00 27,143.00 0.00%
Excess of Revenues over Expenditures 0.00 0.00

ULFT Rebate Program
Revenues 107,658.41 132,250.00 81.41%
Expenses 92,360.71 132,250.00 69.84%
Excess of Revenues over Expenditures 15,297.70 0.00

HECW Rebate Program
Revenues 214,710.00 403,000.00 53.28%
Expenses 191,793.32 403,000.00 47.59%
Excess of Revenues over Expenditures 22,916.68 0.00

CII Rebate Program
Revenues 978.00 159,250.00 0.61%
Expenses 78.00 159,250.00 0.05%
Excess of Revenues over Expenditures 900.00 0.00

Large Landscape Survey
Revenues 44,172.08 32,000.00 138.04%
Expenses 44,196.62 32,000.00 138.11%
Excess of Revenues over Expenditures (24.54) 0.00

Indoor-Outdoor Survey
Revenues 2,929.88 5,200.00 56.34%
Expenses 0.00 5,200.00 0.00%
Excess of Revenues over Expenditures 2,929.88 0.00

Turf Removal Program
Revenues 2,164,612.07     725,000.00 298.57%
Expenses 2,202,420.90     725,000.00 303.78%
Excess of Revenues over Expenditures (37,808.83) 0.00

Municipal Water District of Orange County
WUE Revenues and Expenditures (Actuals vs Budget)

From July thru November 2014
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Year to Date Annual
Actual Budget % Used

Comprehensive Landscape (CLWUE)
Revenues 7,156.00 258,690.00 2.77%
Expenses 14,022.31 258,690.00 5.42%
Excess of Revenues over Expenditures (6,866.31) 0.00

Home Certification and Rebate
Revenues 6,856.00 248,050.00 2.76%
Expenses 16,298.47 248,050.00 6.57%
Excess of Revenues over Expenditures (9,442.47) 0.00

CII, Large Landscape, Performance (OWOW)
Revenues 0.00 145,960.00 0.00%
Expenses 0.00 145,960.00 0.00%
Excess of Revenues over Expenditures 0.00 0.00

WEROC
Revenues 185,451.38 248,622.00 74.59%
Expenses 89,943.92 248,622.00 36.18%
Excess of Revenues over Expenditures 95,507.46 0.00

WUE Projects
Revenues 2,685,815.28     3,730,332.47 72.00%
Expenses 2,706,574.96     3,730,332.47 72.56%
Excess of Revenues over Expenditures (20,759.68)         0.00

RPOI Distributions
Revenues -                       4,921.00 0.00%
Expenses -                       4,921.00 0.00%
Excess of Revenues over Expenditures 0.00 0.00

Ocean Desalination
Revenues -                       0.00 0.00%
Expenses (2,045.46)            0.00 0.00%
Excess of Revenues over Expenditures 2,045.46 0.00

From July thru November 2014
WUE & Other Funds Revenues and Expenditures (Actuals vs Budget)

Municipal Water District of Orange County
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Budgeted (Y/N):  NA Budgeted amount:  NA Core _x_ Choice __ 

Action item amount:  NA Line item:   

Fiscal Impact (explain if unbudgeted):   

 

 

Item No. 3 
 

 
 

 
ACTION ITEM 

January 21, 2015 
 
TO: Board of Directors 
 
FROM: Administration & Finance Committee 
 (Directors Thomas, Osborne, Finnegan) 
 
 Robert J. Hunter, General Manager  
 
 Staff Contact:  Patricia Meszaros 
 
SUBJECT: 2015 COLLABORATIVE SERVICES SUMMIT  
 
 
STAFF RECOMMENDATION 
 
Staff recommends that the Board approves attendance for Directors and staff, as 
appropriate. 
 
COMMITTEE RECOMMENDATION 
 
Committee recommends (To be determined at Committee Meeting) 
 
DETAILED REPORT 
 
The 2015 Collaborative Services Summit will be hosted by Orange County LAFCO on 
Thursday, February 26, from 8:00 am to 12:00 pm, location to be determined.  The 
Summit will provide a dynamic forum for local and regional leaders to connect and 
partner for innovative government, and hear and share about how collaborative service 
delivery can maximize public resources and create greater opportunities for cost 
savings and financial stability across jurisdictional boundaries. 
 
The Summit will feature Ted Gaebler, former City Manager and an internationally-known 
authority on transforming governments from outdated bureaucratic organizations to 
flexible, customer focused organizations.  Co-author of “Reinventing Government” and 
“Positive Outcomes; Raising the Bar on Government Reinvention”, Ted Gaebler worked 
with US Vice President, Al Gore, on President Clinton’s mandate to “reinvent 
government.  There is no cost to attend. 
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Budgeted (Y/N):  NA Budgeted amount:  NA Core _x_ Choice __ 

Action item amount:  NA Line item:   

Fiscal Impact (explain if unbudgeted):   

 

 

Item No. 4 
 

 
 
 

ACTION ITEM 
January 21, 2015   

 
 
TO: Board of Directors 
 
FROM: Administration & Finance Committee 
 (Directors Thomas, Osborne, Finnegan) 
 
 Robert J. Hunter, General Manager 
 
 Staff Contact: Cathy Harris 
 
SUBJECT: RESTATEMENT OF DISTRICT MONEY PURCHASE PENSION PLAN AND 

TRUST AGREEMENT 
 
 
STAFF RECOMMENDATION 
 
That the Board of Directors adopt the proposed resolution approving the restatement of 
the District’s Money Purchase Pension Plan and Trust Agreement as presented.    
 
COMMITTEE RECOMMENDATION 
 
Committee recommends (To be determined at Committee Meeting) 
 
 
DETAILED REPORT 
 
Attached is a proposed resolution, restated Money Purchase Pension Plan (“Plan”) and 
restated Trust Agreement for consideration.   
 
The proposed Plan includes the following changes:  
 

1. It incorporates language required for qualified plans as a result of the Pension 
Protection Act of 2006, Heroes Earnings Assistance and Relief Tax Act of 2008, 
the Worker, Retiree, and Employer Recovery Act of 2008 and other regulatory 
related guidance.  
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2. It eliminates language that is inapplicable to governmental plans and has no 
effect on the current structure of the plan.  

 
3. It incorporates the contribution provisions applicable to the General Manager (as 

previously adopted effective January 1, 2014), eliminates the 10.5%/13.5% 
contribution language as of January 1, 2015, and imposes a mandatory 7.5% 
contribution obligation on Directors.  

 
4. It eliminates the graduated vesting and forfeiture language because the General 

Manager is fully vested in contributions made to the Plan, Directors are vested on 
any contributions they make to the plan, and former participants with balances in 
the plan have already become fully vested.  Since vesting is no longer a concern, 
there is need to provide former participants that are rehired with a mechanism to 
avoid a forfeiture of unvested balances.   

 
5. It eliminates any reference to a plan committee as described in Section 10.07 of 

the current plan document.  Under Section 10.07, this Committee is the Plan 
Administrator with significant authority over the administration of the Plan.  
Further, the current plan requires that members of the Committee be formally 
appointed by the Board of Directors and that they serve until resignation or 
termination of employment.  The preceding is inconsistent with the current ad hoc 
committee structure.  The current committee structure is informal and serves in 
an advisory capacity rather than having decision-making authority over the 
operation of the Plan.  As such, language regarding the existing committee is 
being excluded from the Plan.  This will not preclude the Plan Administrator 
(MWDOC) from convening an informal committee to obtain input on investment 
options as it has done in the past.   

 
The proposed Trust Agreement has been restated to clarify that the Board of Directors 
will serve as the trustee of the Plan.  This will preclude the unintended creation of 
vacancies when a board member originally named in the Trust Agreement leaves his or 
her position of the Board of Directors.   
 
The proposed restated Plan, Trust Agreement and Resolution have been prepared and 
approved by Legal Counsel.   
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RESOLUTION NO.  _____ 

RESOLUTION APPROVING THE RESTATEMENT OF THE MUNICIPAL 
WATER DISTRICT OF ORANGE COUNTY MONEY PURCHASE 

PENSION PLAN, THE RESTATEMENT OF THE MUNICIPAL WATER 
DISTRICT OF ORANGE COUNTY MONEY PURCHASE PENSION 

PLAN TRUST AGREEMENT AND SUBMISSION TO IRS FOR 
FAVORABLE DETERMINATION LETTER  

WHEREAS, the Municipal Water District of Orange County (“District”) previously 
established a qualified retirement plan known as the Municipal Water District of Orange 
County Money Purchase Pension Plan (the “Pension Plan”) for the benefit of certain 
employees; 

WHEREAS, it is necessary at this time to retroactively amend and restate the 
Pension Plan document to bring it into compliance with the Pension Protection Act of 
2006 (“PPA”), Heroes Earnings Assistance and Relief Tax Act of 2008 (“HEART”), 
Worker, Retiree, and Employer Recovery Act of 2008 (“WRERA”) and other regulatory 
related guidance. 

WHEREAS, the District also wishes to further amend and restate the Pension 
Plan to eliminate contributions by the District on behalf of members of the Board of 
Directors (“Directors”) and to make other conforming changes.  

WHEREAS, the Board of Directors serves as the Trustee of the Plan, but the 
Trust Agreement for the Pension Plan names the individuals comprising the Board of 
Directors as of December 30, 2008 which has resulted in vacancies once a named 
individual left his or her position on the Board of Directors and, as such, it is necessary 
that the Trust Agreement be amended and restated to clarify that the trustee of the Plan 
is the Board of Directors;  

WHEREAS, Best, Best & Krieger LLP has prepared both a restated Pension 
Plan and Trust Agreement for review by the Board of Directors. 

NOW, THEREFORE, be is resolved, determined and ordered by the Board of 
Directors of the Municipal Water District of Orange County as follows:  

Section 1. That the above recitals are true and correct. 

Section 2. That the members of the Board of Directors approve the restated 
Pension Plan heretofore considered and discussed.   

Section 3. That the members of the Board of Directors approve the restated 
Trust Agreement heretofore considered and discussed.   

Section 4. That the Board of Directors hereby authorizes the President and 
Vice President of the Board of Directors to duly execute the 
restated Pension Plan and Trust Agreement on behalf of the 
District. 
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Section 5. That the Board of Directors hereby authorizes the President and 
Vice President of the Board of Directors to duly execute the 
restated Trust Agreement on behalf of the Board of Directors in its 
capacity as Trustee of the Pension Plan. 

Section 6. That the General Manager, or his or her designee, is hereby 
authorized to retain John D. Wahlin and Isabel C. Safie of Best 
Best & Krieger LLP as counsel, to give them an appropriate power 
of attorney, and to instruct them to take such action as shall be 
necessary to submit the Pension Plan for a determination letter 
request and secure a ruling from the Internal Revenue Service, that 
said Pension Plan is qualified under the Internal Revenue Code. 

 

APPROVED, SIGNED AND ADOPTED  on this ______ day of January, 2015 by 
the following roll call vote: 

AYES: 

NOES: 

ABSENT: 

ABSTAINED: 

      
 ____________________________________ 
 Maribeth Goldsby, District Secretary 
 Municipal Water District of Orange County 
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MUNICIPAL WATER DISTRICT OF ORANGE COUNTY 
 

MONEY PURCHASE PENSION PLAN 
 

INTRODUCTION 

A. MUNICIPAL WATER DISTRICT OF ORANGE COUNTY (“Employer”) 
maintains the MUNICIPAL WATER DISTRICT OF ORANGE COUNTY MONEY 
PURCHASE PENSION PLAN (the “Plan”). 

B. It is necessary for the Employer to amend and restate the Plan to comply 
with the Pension Protection Act of 2006 (“PPA”) effective as of January 1, 2007, Heroes 
Earnings Assistance and Relief Tax Act of 2008 (“HEART”) effective as of January 1, 
2007, Worker, Retiree, and Employer Recovery Act of 2008 (“WRERA”) effective as of 
January 1, 2009, and other regulatory related guidance. 

C. The Employer also wishes to amend and restate the Plan to eliminate 
contributions by the Employer on behalf of members of the Board of Directors of the 
Employer (“Directors”) and to make other conforming changes.     

D. Accordingly, the Employer hereby amends and restates the Plan effective 
January 1, 2015, except as otherwise indicated. 

ARTICLE I 
TITLE 

This Plan shall be known as the MUNICIPAL WATER DISTRICT OF ORANGE 
COUNTY MONEY PURCHASE PENSION PLAN. 

ARTICLE II 
GENERAL DEFINITIONS 

For purposes of the Plan, the following words and phrases, when used herein, 
shall have the following meanings, unless their context clearly indicates otherwise or an 
Article specifically provides otherwise: 

2.1 Account.  “Account” or “Accounts” shall mean any of the 
individual accounts maintained by the Employer to record a Participant’s interest in the 
Trust as specified in Article VII. 

2.2 Administrator.  “Administrator” shall mean the Employer, as 
described in Article V. 

2.3 Annuity Contract.  “Annuity Contract” shall refer to any annuity 
purchased from an insurance company selected by the Participant or Beneficiary. 
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2.4 Beneficiary.  “Beneficiary” shall mean a person who will become 
entitled to receive benefits under the Plan upon the death of a Participant, as provided 
in Article X. 

2.5 CalPERS.  “CalPERS” shall refer to the California Public 
Employees’ Retirement System created under the authority of the Public Employees’ 
Retirement Law as provided under Section 20000 et. seq. of the California Government 
Code, as may be amended from time to time, and as administered by the CalPERS 
Board of Administration.   

2.6 Code.  “Code” shall mean the Internal Revenue Code of 1986, 
amendments thereto and Regulations issued thereunder. 

2.7 Compensation.  “Compensation” shall mean: 

(a) a Participant’s wages or salary paid by the 
Employer during the Plan Year within the meaning of Code Section 
3401(a).  

(b) For the purposes of applying the limitations under 
Code Section 415, “Compensation” paid or made available during the Plan 
Year shall also include differential wage payments under Code Section 
3401(h), elective deferral contributions that are made by the Employer on 
behalf of the Participant under Code Section 402(g)(3), and any amount 
which is contributed or deferred by the Employer at the election of 
Employee and which is not includible in the gross of the income of the 
Participant by reason of Code Section 125, 132(f)(4), 457, 402(h) and 
403(b).  Effective for Plan Years beginning on or after January 1, 2006, 
“Compensation” shall also include any amount which is contributed or 
deferred by the Employer and which is includible in the gross income of 
the Participant under Code Section 402A. 

(1) Excluded Compensation.  Compensation shall 
not include the following: 

(i) Employer contributions (other than 
elective contributions under Code Section 402(e)(3), Section 408(k)(6), 
Section 408(p)(2)(A)(i), or to a deferred compensation plan under Section 
457(b) to the extent such contributions are not includible in the 
Participant’s gross income for the tax year in which contributed, and any 
distributions (whether or not includible in gross income when distributed) 
from a deferred compensation plan);  

(ii) Other amounts that receive special tax 
benefits, such as premiums for group-term life insurance (but only to the 
extent that the premiums are not includible in the gross income of the 
employee and are not salary reduction amounts to a cafeteria plan under 
Code Section 125); 
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(iii) Any other items of similar remuneration. 

(2) Post-Severance Employment.  Effective for 
Plan Years beginning on or after July 1, 2007, “Compensation” shall also 
include any amount which is paid within two and one-half (2½) months 
following a Severance from Employment or by the end of the Plan Year in 
which the Severance from Employment occurs, including the following 
types of payments: 

(i) Regular Pay.  Compensation 
attributable to services performed by Employee during the Employee’s 
regular working hours as well as outside the Employee’s regular working 
hours (including overtime, commissions, bonuses, or other similar 
payments) and which would have been paid prior to the Employee’s 
Severance from Employment if the Employee had continued in 
employment with Employer.  

(ii) Accrued Paid Leave.  Amounts paid for 
unused accrued bona fide sick, vacation or other leave provided the 
Employee would have been able to use the leave prior to Severance from 
Employment. 

(iii) Deferred Compensation.  Compensation 
paid to the Employee pursuant to a nonqualified deferred compensation 
plan sponsored by the Employer and includible in the Employee’s gross 
income so long as the payment would have been made if the Employee 
had continue in employment with Employer.   

   Any payments not described above shall not be 
considered Compensation if paid after Severance from Employment, even 
if they are paid by the later of 2½ months after the date of Severance from 
Employment or the end of the Limitation Year that includes the date of 
Severance from Employment.  Compensation shall not include any 
severance payments or salary continuation payments paid by the 
Employer due to military service or Disability. 

   Notwithstanding, the Compensation of any Participant in excess of 
the Compensation Limit for such Plan Year will not be included. 

2.8 Compensation Limit.  “Compensation Limit” shall mean the 
maximum amount of Compensation (as defined in Section 2.7 pursuant to Code Section 
414(s) and the Regulations issued thereunder) that shall be taken into account for each 
Participant during each Plan Year for determining all benefits provided under the Plan, 
as provided herein.  The annual Compensation Limit for each Participant for each Plan 
Year after January 1, 2007 shall be $225,000, as adjusted by the Commissioner of 
Internal Revenue for increases in the cost-of- living in accordance with Code Section 
401(a)(17)(B).  Annual Compensation means Compensation during the Plan Year or 
such other consecutive twelve (12) month period over which Compensation is otherwise 
determined under the Plan (the “determination period”).  The cost-of-living adjustment in 
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effect for a calendar year applies to annual Compensation for the determination period 
that begins with or within such calendar year.  If a determination period consists of 
fewer than twelve (12) months, the annual Compensation Limit will be multiplied by a 
fraction, the numerator of which is the number of months in the determination period, 
and the denominator of which is twelve (12).  If Compensation for any prior 
determination period is taken into account in determining a Participant’s allocations for 
the current Plan Year, the Compensation for such prior determination period is subject 
to the applicable annual Compensation Limit in effect for that prior period. 

2.9 Disability.  “Disability” shall mean the inability of a Participant to 
engage in any substantial gainful activity by reason of any medically determinable 
physical or mental impairment which can be expected to result in death or which has 
lasted or can be expected to last for a continuous period of not less than twelve (12) 
months as determined by the Administrator.   

2.10 Employee.  “Employee” shall mean any Director and the General 
Manager.  The term “Employee” shall also include any employee or former employee of 
the Employer that has a balance remaining in the Trust as a result of their eligibility to 
participate prior to the Employer’s entry into CalPERS.  No other individual shall be 
eligible to participate in this Plan.       

2.11 Employer.  “Employer” shall mean the MUNICIPAL WATER 
DISTRICT OF ORANGE COUNTY.   

2.12 Employer Contribution.  “Employer Contribution” shall mean 
contributions made by the Employer on behalf of a Participant which are allocated to a 
Participant’s Account under the terms of this Plan. 

2.13 Fund or Trust Fund.  “Fund” or “Trust Fund” shall mean all 
monies, securities and assets held by the Trustee for the benefit of Participants of the 
Plan. 

2.14 General Manager.  “General Manager” shall refer to any person 
serving as the general manager of the Employer.   

2.15 Limitation Year.  “Limitation Year” shall mean, for the purposes of 
applying the limitations of Code Section 415, the consecutive twelve (12) month period 
adopted by the Employer beginning January 1 and ending December 31. 

2.16 Normal Retirement Date.  “Normal Retirement Date” for each 
Participant shall mean the later of the date on which the Participant reaches the age of 
62 years or attains the fifth (5th) anniversary of participation in the Plan.  Each 
Participant shall be entitled to retire on such date.  In the event a Participant continues 
in active service after reaching his or her normal retirement age, he or she shall 
continue to participate in the Plan. 

2.17 Participant.  “Participant” shall mean an Employee or former 
Employee who has become eligible to acquire an interest in the Trust which has not 
become distributable and who has not waived his or her right of participation. 
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2.18 Plan.  “Plan” shall mean the MUNICIPAL WATER DISTRICT OF 
ORANGE COUNTY MONEY PURCHASE PENSION PLAN set forth herein, including 
all subsequent amendments or modifications. 

2.19 Plan Year.  “Plan Year” shall mean the twelve (12) consecutive 
month period adopted by the Employer commencing on January 1 of each year and 
ending on December 31. 

2.20 Severance from Employment.  “Severance from Employment” 
shall mean the Participant’s cessation of employment from or by the Employer.  An 
Employee shall be treated as having experienced a “deemed” Severance from 
Employment during a period of “qualified military service” (as described under Code 
Section 414(u).   

2.21 Trust.  “Trust” shall mean the Trust established pursuant to 
Article III and the accompanying Trust Agreement. 

2.22 Trustee.  “Trustee” shall mean the Trustee or the successors of 
such Trustee named under the Trust Agreement executed concurrently with the Plan 
pursuant to Article IV. 

ARTICLE III 
TRUSTEE AND TRUST FUND 

Contributions under the Plan and all other assets of the Plan shall be held in 
Trust under a Trust Agreement between the Employer and the Trustee.  The Trustee 
shall hold, invest and distribute the trust fund and the income and gains therefrom in 
accordance with the provisions of such Trust Agreement.  The Trust Agreement, 
contained in a separate document, is hereby incorporated by reference. 

ARTICLE IV 
ADMINISTRATION 

4.1 Administration of Plan.  The Employer shall be the Administrator 
of the Plan with authority to control and manage its operation and administration.  The 
Administrator shall make such rules, regulations, interpretations and computations and 
shall take such other action to administer the Plan as it may deem appropriate.  The 
Administrator shall have absolute discretion in carrying out its responsibilities and its 
decisions shall be conclusive and binding on all parties. 

4.2 Administrator’s Powers.  The Employer shall have all necessary 
and appropriate powers including, but not limited to, the following: 

(a) to determine all questions relating to the 
interpretation, application and administration of the Plan, including 
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questions as to eligibility to participate and claims submitted by a 
participant or individual; 

(b) to maintain all necessary records for the 
administration of the Plan, other than those records maintained by the 
Trustee; 

(c) to authorize and instruct the Trustee to make 
disbursements from the Trust to purchase life insurance in accordance 
with the provisions of the Trust Agreement; 

(d) to delegate to others any of its rights, powers, 
duties and responsibilities; 

(e) to direct the Trustee, in writing, from time to time, to 
retain, sell, exchange or lease any property of the trust estate, to invest 
trust funds, or to purchase for the Trust any property which it designates; 
and 

(f) to establish a funding policy and method for the 
Plan.   

4.3 Expenses and Compensation.  The Employer shall not receive 
compensation for the administration of the Plan.  Any expenses related to the 
administration and operation of the Plan shall be paid from Plan assets to the extent 
such expenses are not paid by the Employer.  Expenses paid with Plan assets will 
generally be allocated among the Accounts of all Participants in the Plan during the 
Plan Year.  These expenses will be allocated either proportionally based on the value of 
the account balances or as an equal dollar amount based on the number of participants 
in the Plan.  For expenses or costs which can be attributed to a Participant or specific 
group of Participants, such expense shall be charged directly to the account of the 
Participant incurring the expense.  The Employer may establish a fee schedule for 
certain administrative transactions, including plan loans and lump sum distributions; 
however, any fee schedule adopted by the Employer shall be applied in a uniform and 
nondiscriminatory manner and will be disclosed to the Participants prior to any 
transaction subject to a fee.  

4.4 Consultants.  The Employer may employ such persons or 
organizations to render advice or to perform services with respect to the responsibilities 
of the Employer under the Plan which it, in its sole discretion, determines necessary and 
appropriate.  Such persons or organizations shall have no discretionary authority or 
responsibility in the management, operation or administration of the Plan.  Such 
persons or organizations may include, without limitation, actuaries, attorneys, 
accountants and benefit, financial and administrative consultants. 

4.5 Fiduciary Duties.  Any person to whom any fiduciary 
responsibilities with respect to the Plan may be allocated or delegated shall discharge 
his or her duties and responsibilities with respect to the Plan in accordance with the 
laws of the State of California. 
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4.6 Indemnification of Fiduciary.  The Employer shall indemnify and 
hold harmless any persons to whom any of the Employer’s fiduciary responsibilities 
under the Plan are allocated or delegated, from and against any and all liabilities, 
claims, demands, costs and expenses, including attorneys’ fees, arising out of any 
alleged breach in the performance of their fiduciary duties under the Plan, other than 
such liabilities, claims, demands, costs and expenses as may result from the gross 
negligence or willful misconduct of such persons.  The Employer, in its discretion, may 
conduct the defense of such person(s) in any proceeding to which this Section applies.  
In addition, the Employer may satisfy its obligations under this Section through the 
purchase of a policy or policies of insurance providing equivalent protection and 
coverage. 

4.7 Use of Electronic Medium for Participant Notices and Elections.  

(a) Definition of Electronic Medium.  “Electronic 
medium” means an electronic method of communication system between 
the Plan Administrator, or its designated representative, and Recipient 
thereby allowing each party to send and receive notice and elections 
through the same medium.  The only form of electronic communication 
permitted by the Plan shall be via electronic mail on the Employer’s 
network or intranet, through an interactive website, or to a private e-mail 
address supplied by the Recipient for communication purposes.  The 
electronic medium must be designed so that the information provided is no 
less understandable to the receiving party than a written paper document.  
The electronic medium shall be designed to alert the Recipient, at the time 
a notice is provided, to the significance of the information in the notice 
(including identification of the subject matter of the notice), and provide 
any instructions needed to access the notice, in a manner than is readily 
understandable.  The electronic medium shall be designed to preclude 
any person, other than the appropriate individual, from making a 
participant election or accessing individual participant account information.  

   For purposes of this Section 4.7, “Recipient” shall 
mean an Employee, Participant, or other individual to the extent such 
individual has a vested interest in the Plan.  

(b) Disclosure and Consent Requirements.   

(1) Disclosure Statement.  Prior to electronically 
transmitting any consent or notice to the Recipient, the Plan Administrator 
shall provide a statement which contains the following:  (i) informs the 
Recipient of the right to receive a paper document of the notice or other 
Plan-related material either prior to or after giving consent to electronic 
transmission; (ii) informs the Recipient of the right to withdraw his or her 
consent at any time and the procedures for withdrawal, including any 
conditions, consequences, or fees arising from such withdrawal; (iii) 
describes the scope and duration of the consent as it related to various 
plan transactions; (iv) describes the procedures for updating Recipient 
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contact information; and (v) describes the hardware or software 
requirements needed to access and retain the notice.  

(2) Consent. The Plan Administrator shall be 
exempt from the consent requirements of Section 101(c) of the Electronic 
Signatures in Global and National Commerce Act (E-SIGN) provided the 
electronic medium used to provide notices and Plan-related material is a 
medium that the Recipient has the effective ability to access and the 
Recipient is advised, each time a notice is transmitted, that he or she can 
request to receive the notice in paper form at no charge.  The form of 
electronic medium utilized by this Plan shall be through an interactive 
website requiring the Recipient to register an e-mail address for 
communication purposes.   

(3) Changes in Hardware or Software 
Requirements.  In the event of any changes in the hardware or software 
requirements needed to access the electronic medium, the Plan 
Administrator, or its designated representative, shall provide a statement 
to each Recipient of the revised requirements and the right to withdraw 
consent to receive electronic delivery of Plan-related materials without 
consequence. 

(c) Participant Elections.  The Plan Administrator, or its 
designated representative, shall be permitted to electronically distribute 
participant elections by electronic medium.  Each Recipient who is 
provided with enrollment or election information via electronic medium will 
also be informed by the Plan Administrator that he or she may receive a 
paper copy of the relevant documents upon request.  A participant election 
will not be treated as being made available to an individual if such 
individual cannot effectively access the electronic medium for purposes of 
making the election.  An election completed by a Recipient via electronic 
medium shall be deemed as being provided in written form so long as the 
following requirements are satisfied: 

(i) The Recipient has a reasonable 
opportunity review, confirm, modify or rescind the terms of the election 
before the election becomes effective 

(ii) The Recipient receives, within a 
reasonable time, a confirmation of the election either through written paper 
form or by electronic mail (e-mail).  

(d) Timing and Content of Elections and Notices.  The 
provisions of this Section 4.7 shall in no way affect or alter the timing or 
content requirements applicable to each individual notice or document. 

Page 55 of 237



 Page 13 
 

ARTICLE V 
ELIGIBILITY AND PARTICIPATION 

5.1 Eligibility.  Each Employee shall become eligible to participate in 
the Plan upon commencement of employment with the Employer. 

5.2 Participation.  An Employee who has become eligible to 
participate in the Plan shall become a Participant on the date on which the Employee 
satisfies the eligibility requirements of Section 5.1. 

5.3 Accrual of Benefits.  A Participant shall be entitled to his or her 
interest in the Employer Contributions under Section 6.1 for each Plan Year of 
employment. 

5.4 Duration of Participation.  A Participant’s participation in the Plan 
continues until Severance from Employment.  In the event an Employee whose 
participation has terminated is reemployed, he or she shall resume Participation on the 
date of the commencement of reemployment. 

ARTICLE VI 
CONTRIBUTIONS 

6.1 Employer Contributions.  Effective January 1, 2014, the Employer 
shall annually pay into the Trust, on behalf of the General Manager in accordance with 
the terms of a separate employment agreement between the General Manager and 
Employer, a contribution in an amount equal to the Employer’s contribution rate to 
CalPERS up to 6.25%, of the General Manager’s Excess Compensation for each Plan 
Year.  For purposes of this Section 6.1, “Excess Compensation” shall mean that portion 
of the General Manager’s base salary which exceeds the pensionable compensation 
limits established by California Government Code Section 7522.10(c) and subject to any 
regulations or opinions issued by the CalPERS Board of Administration and/or 
California Attorney General’s Office.  

6.2 Timing of Employer Contributions.  Contributions made pursuant 
to Sections 6.1 shall be made no later thirty (30) days following the close of the Plan 
Year. 

6.3 Employee Contributions.  

(a) Mandatory Contributions.  Effective January 1, 
2015, a Director shall be required to make a contribution to the Plan equal 
to 7.5% of his or her Compensation as required under Code Section 
3121(b)(7)(F) and Treasury Regulations Section 31.3121(b)(7)-2 in order 
for this Plan to be considered a retirement system with respect to said 
Director.  The contribution shall be made through payroll deduction   
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(b) Employee Pick-Up Contributions.  The General 
Manager may irrevocably elect to make annual contributions to the Plan at 
the same percentage of his or her Excess Compensation as is provided 
under Section 6.2.  Such contribution shall be treated as an Employer 
Contribution for purposes of Code Section 414(h)(2).  Once the preceding 
election has been made, the General Manager shall not be permitted to 
revoke such election.   

ARTICLE VII 
ALLOCATION TO PARTICIPANTS’ ACCOUNTS 

7.1 Participant Accounts. 

(a) Employer Contribution Account.  A separate 
Employer Contribution Account shall be established for each Participant 
and shall be credited annually with Employer Contributions under Section 
6.1 and forfeitures, if any, allocated to the Participant. 

(b) QVEC Account. A separate QVEC Account shall be 
maintained for any Participant for purposes of holding qualified voluntary 
employee contributions made by the Participant.  Notwithstanding the 
preceding, qualified voluntary employee contributions are no longer 
permitted under the Plan. 

(c) Employee Contribution Account.  A separate 
Employee Contribution Account shall be maintained for any Participant for 
purposes of holding employee contributions made by the Participant under 
Section 6.3. 

(d) Deductible Contribution Account.  A separate 
Deductible Contribution Account shall be maintained for any Participant to 
hold any voluntary contributions that a Participant elected in prior years to 
have deductible, pursuant to the Code. 

(e) Rollover Account.  A separate Rollover Account 
shall be established and maintained for any Participant, which shall be 
credited with any rollovers or transfers to the Plan pursuant to Section 7.5.  

7.2 Annual Valuation and Change in Value.  The Trustee shall 
determine, as of the last day of each Plan Year and on such other dates as the 
Administrator shall determine, the fair market value of the net Trust assets.  The 
Administrator shall allocate the profits to, or charge the losses against, the respective 
Accounts of the Participants in proportion to the balances of the Account as of the most 
recent valuation date. 

7.3 Directed Accounts.  The Employer may, in its discretion in a 
uniform and nondiscriminatory manner, permit Participants to direct the Trustee as to all 
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or part of the investment of his or her Accounts, as provided in the Trust Agreement.  
Directed accounts shall be credited or charged with investment gains or losses of the 
assets in such accounts. 

7.4 Interest in Trust Assets.  Nothing herein contained shall be 
deemed to give any Participant any interest in any specific assets of the Trust and each 
Participant shall only have the right to receive payment at the time or times and upon 
the terms and conditions expressly set forth in the Plan. 

7.5 Transfer From Other Qualified Plans; Rollover Contributions.  
The Plan will accept an Eligible Rollover Distribution (as defined in Section 10.8(c)) from 
another Eligible Retirement Plan on behalf of an Employee who is a Participant, 
pursuant to the following: 

(a) Permissible Types of Rollover Contributions.  The 
Plan shall accept an eligible rollover distribution from –  

(1) a qualified plan and trust, as defined in Code 
Sections 401(a) or 403(a), excluding after-tax employee contributions; 

(2) an annuity contract described in Code Section 
403(b), excluding after-tax employee contributions; 

(3) an eligible plan under Code Section 457(b) 
which is maintained by a state, political subdivision of a state, or any 
agency or instrumentality of a state or political subdivision of a state; and 

(4) an individual retirement account that meets the 
requirements of Section 408(d)(3)(A)(ii), excluding an individual retirement 
account designated as a “Roth IRA” under Code Section 408A at the time 
of establishment.  

(b) Requirements for Rollover Contribution.  Such 
rollover or transfer must comply with the requirements of Code Section 
402.  The assets to be transferred must be accompanied by written 
representations, satisfactory to the Administrator, identifying the transferor 
plan, stating the name of the Employee, and providing such other 
information as the Administrator may require.  The Administrator may 
require that certain assets be reduced to cash in order that the rollover or 
transfer be accepted by the Plan.  However, in the event the Administrator 
accepts a rollover or transfer in kind from a plan under which the 
Employee was allowed to direct the investment of such amounts, the 
Administrator shall allow the Participant to continue to direct the 
investment of such rollover or transfer account.   

 In addition, the receipt of assets under this Section 
shall be subject to the following conditions: 
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(1) no transfer shall be in an amount less than 
One Hundred Dollars ($100); 

(2) no amount may be transferred to the Plan 
without the prior approval of the Trustee.  The Trustee shall act in a 
uniform, nondiscriminatory manner in this regard; 

(3) all transfers shall be paid to the Trustee to hold 
in the Trust; 

(4) a separate Account shall be established and 
maintained for each Participant who has made a transfer;  

(5) the Participants’ interest in the Account shall 
be fully vested and nonforfeitable; 

(6) the amount held in the Account shall be paid to 
the Participant upon the Participant’s request.  Any distribution of such 
amounts shall be made in accordance with the applicable provisions of 
Article X; 

(7) if it is determined that a Participant’s transfer 
mistakenly failed to constitute an Eligible Rollover Distribution, the amount 
of such contribution shall be distributed to the Participant within a 
reasonable amount of time after the determination that the rollover is not 
valid. 

(8) No Transfer of Benefit Options.  If a direct 
rollover is received by the Administrator from another qualified plan, the 
Plan is not required to provide, with respect to amounts paid to it in such a 
direct rollover, the same optional forms of benefit that were provided under 
the transferor plan. 

ARTICLE VIII 
VESTING OF INTEREST 

8.1 Vesting.  The Participants’ Accounts shall be fully vested and 
nonforfeitable at all times.    

8.2 Forfeitures.  Forfeitures shall be used for defraying reasonable 
expenses of administering the Plan.  Any remaining forfeiture amounts not applied 
toward the payment of administrative expenses shall be applied toward the Employer 
contribution allocable under Section 6.1. 

8.3 Lost Participants.   

(a) Location of Lost Participant.  The Employer shall 
take all necessary steps, upon the termination of participation, to ascertain 
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the whereabouts of a lost Participant or Beneficiary whose benefit is 
payable.   

(b) Mandatory Distribution.  If the Account balance of a 
lost Participant or Beneficiary is $1,000.00 or more, and the Employer has 
exhausted its efforts to locate the missing Participant or Beneficiary, then 
the Administrator will distribute the entire Account via a direct rollover to 
an individual retirement plan designated by the Administrator.   

(c) Forfeiture.  If the Account balance of a lost 
Participant or Beneficiary is less than $1,000.00, and the Employer has 
exhausted its efforts to locate the missing Participant or Beneficiary and 
the Administrator has concluded that a Participant or Beneficiary cannot 
be located, the Participant’s entire Account(s) shall be forfeited and 
allocated as provided in Section 8.2.  In the event the lost Participant 
subsequently claims his or her benefit, the Participant’s Account(s) shall 
be reinstated and distributed as provided in Article X. 

ARTICLE IX 
LIMITATION ON BENEFITS 

9.1 Annual Additions.  “Annual Additions” shall mean the sum for any 
Limitation Year of the following amounts allocated to a Participant’s Accounts in all 
defined contribution plans maintained by the Employer: 

(a) Employer Contributions; 

(b) Forfeitures;  

(c) Employee contributions; and 

(d) Amounts allocated after March 31, 1984, to an 
individual medical account (as defined in Code Section 415(l)(2)) which is 
part of a pension or annuity plan maintained by the Employer.   

(e) For the purposes of this paragraph, the term 
“Annual Additions” shall not include the following: 

(1) Rollover contributions (as defined in Code 
Sections 402(c), 403(a)(4), 403(b)(8) and 408(d)(3)); 

(2) Employee contributions to a Simplified 
Employee Pension which are excludable from gross income under Code 
Section 408(k)(6). 
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9.2 Maximum Permissible Amount.   

(a) Total Annual Additions.  The amount of Annual 
Additions which may be contributed or allocated to a Participant’s 
Accounts for any Limitation Year shall not exceed the lesser of: 

(1) $40,000, as adjusted for increases in the cost 
of living under Code Section 415(d); or 

(2) one hundred percent (100%) of the 
Participant’s Compensation, as defined in Section 2.7(b), for the Limitation 
Year. 

 The Compensation Limit referred to in paragraph (2) above 
shall not apply to any contribution for medical benefits after Severance 
from Employment (within the meaning of Code Sections 401(h) or 
419A(f)(2)) which is otherwise treated as an Annual Addition.   

 If the amount that would otherwise be contributed or 
allocated to the Participant’s Accounts would cause the Annual Additions 
for the Limitation Year to exceed the maximum permissible amount, the 
amount contributed or allocated will be reduced so that the Annual 
Additions of the Limitation Year will equal the maximum permissible 
amount.  For purposes of determining the total Annual Additions allocated 
to a Participant’s Accounts during the Limitation Year, amounts or benefits 
provided to an Alternate Payee (as defined in Section 10.10) of the 
Participant shall be treated as if such allocations were allocated to the 
Participant’s Account. 

 If a short Limitation Year is created because of an 
amendment changing the Limitation Year to a different 12-consecutive 
month period, the maximum permissible amount will not exceed the 
defined contribution dollar limitation multiplied by a fraction with a 
numerator that is equal to the number of months in the short limitation 
year and denominator of 12.  

 If the Plan is terminated as of a date other than the last day 
of the Plan Year, the Plan is deemed to have been amended to change its 
Limitation Period and the maximum permissible amount shall be prorated 
for the shortened period. 

(b) Aggregation and Disaggregation of Other Defined 
Contribution Plans. 

(1) Aggregating Plans.  For purposes of applying 
the limitations of Section 9.2(a) for a Limitation Year, all qualified defined 
contribution plans (without regard to whether a plan has terminated) ever 
maintained by the Employer (or a “predecessor employer” as defined in 
subparagraph (i) below), including this Plan, shall be aggregated as one 
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(1) defined contribution plan.  An annuity contract under Code Section 
403(b) and a simplified employee pension plan under Code Section 408 
shall be treated as a defined contribution plan maintained by the 
Employer. 

(i) Predecessor Employer.  A former 
Employer is a “predecessor employer” with respect to a Participant if the 
Employer maintains a plan under which the Participant had accrued a 
benefit during the course of employment with the former Employer and 
that benefit is provided under the Plan currently maintained by the 
“successor employer.”  An Employer is a successor employer with respect 
to a Participant if, under the facts and circumstances, the Employer 
represents a continuation of all or a portion of the trade or business of the 
former entity. 

(ii) Mid-year Aggregation.  Two or more 
defined contribution plans that are not required to be aggregated pursuant 
to Code Section 415(f) as of the first day of a Limitation Year shall not 
cause a Participant to fail to satisfy the requirements of Code Section 415 
for the Limitation Year merely because the plans are aggregated later in 
the Limitation Year, provided that no Annual Additions are credited to such 
Participant after the date on which the plans are first required to be 
aggregated.   

(2) Nonduplication of Benefits.  If the Plan is 
aggregated with another defined contribution plan pursuant to this Section 
9.2(b), a Participant’s benefits are not counted more than once in 
determining the Participant’s aggregate Annual Additions under Article IX.   

9.3 Treatment of Excess Amounts.  If the total Annual Additions that 
may be made with respect to any individual exceeds the limits of Code Section 415, or 
under any other limited facts and circumstances that the Commissioner of Internal 
Revenue finds justify the application of this Section, the excess amount will be corrected 
in accordance with the Employee Plans Compliance Resolution System as set forth in 
Revenue Procedure 2012-13 or any superseding guidance, including, but not limited to 
the preamble of the regulations issued under Code Section 415. 

9.4 Special Rule for Short Limitation Year.  In the event of a short 
Limitation Year because of an amendment changing the Limitation Year to a different 
twelve (12) consecutive month period, the maximum permissible amount shall not 
exceed the defined contribution dollar limitation multiplied by a fraction, the numerator of 
which is the number of months in the short Limitation Year and the denominator of 
which is twelve (12). 

9.5 Special Rule for Make-Up Contributions Under USERRA.  Any 
contributions allocated to the Accounts of a Participant who has served in qualified 
military service, as defined in the Uniformed Services Employment and Reemployment 
Rights Act (“USERRA”), which is made and allocated to a Limitation Year but which is 
attributable to a prior Limitation Year shall not be taken into account in applying the 
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limitations for the Limitation Year for which the contribution is made, but rather, shall be 
counted and subject to the limitations, for purposes of Code Section 415, for the 
Limitation Year to which the contributions relate. 

ARTICLE X 
DISTRIBUTION OF BENEFITS 

10.1 Entitlement to Benefits.  A Participant shall be entitled to a 
distribution of benefits under this Plan following his or her Severance from Employment.  
Benefits shall also be payable following the Participant’s death in accordance with 
Section 10.5 or upon attainment of the Required Beginning Date under Section 10.7. 

   A Participant who is still employed on his or her Normal Retirement 
Date shall not be entitled to a distribution of benefits under this Plan until the Participant 
experiences a Severance from Employment.  Such a Participant shall continue to 
participate in contributions under the Plan. 

   An Alternate Payee under a Domestic Relations Order shall be 
entitled to benefits under this Plan in accordance with Section 10.10. 

10.2 Notification of Benefit Options.  A Participant shall be furnished a 
notice not less than thirty (30) days, nor more than one hundred eighty (180) days (the 
“distribution election period”), prior to the first day of the first period for which an amount 
is paid.  Such notice shall contain an explanation of the following: 

(a) The right to defer the commencement of benefits 
until Normal Retirement Date, if applicable.  The notice shall also describe 
the consequences of failing to defer receipt of the distribution and include 
a description indicating the investment options available under the Plan 
(including fees) that will be available if the Participant defers distribution. 

(b) The form of benefits available under the Plan in 
accordance with Section 10.3. 

(c) The option to elect a direct rollover to an Eligible 
Retirement Plan in accordance with Section 10.8. 

(d) The mandatory income tax withholding provisions 
applicable if the distribution is not transferred to an Eligible Retirement 
Plan. 

(e) The provisions under which the distribution will not 
be subject to tax if transferred to an Eligible Retirement Plan within sixty 
(60) days after the date on which the Participant received the distribution. 

(f) The applicable rules on rollover and taxation of a 
lump sum distribution under Code Section 402(d) and (e).   
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10.3 Form of Retirement Benefit.  If the vested amount credited to a 
Participant’s Accounts is less than $5,000 as of the date of distribution, distribution shall 
be made in cash in one lump sum cash payment.  However, if the Participant’s vested 
balance is $5,000 or more, the Participant may select from among the following 
payment options: 

(a) a single, lump sum cash payment;  

(b) cash payments in monthly, quarterly, semi-annual 
or annual installments of substantially equal designated amounts or of a 
designated percentage of the value of the Participant’s Account(s) payable 
over a fixed term not extending beyond the applicable life expectancy, as 
determined in accordance with the minimum distribution requirements of 
Code Section 401(a)(9), of the Participant or the Participant and a 
designated Beneficiary; or 

(c) a joint and survivor annuity for the life of the 
Participant with a survivor annuity for the life the Participant’s spouse 
which is fifty percent (50%) of the amount of the annuity which is payable 
during the joint lives of Participant and his or her spouse.  An unmarried 
Participant’s joint and survivor annuity is a single life annuity. This annuity 
shall be distributed to the Participant in the form of a nontransferable 
Annuity Contract meeting the requirements of this Plan and which is equal 
to the amount of benefit which can be purchased with the Participant’s 
vested Accounts. 

10.4 Timing of Distribution.  Except as provided herein, the distribution 
of a Participant’s Accounts shall begin as soon as administratively feasible following the 
Participant’s Severance from Employment, but in no event, unless otherwise elected in 
writing by the Participant, later than the sixtieth (60th) day after the latest of the close of 
the Plan Year in which the Participant:  (1) attains the earlier of age 65 or the Normal 
Retirement Date; (2) completes his or her tenth (10th) year of participation in the Plan; 
or (3) experiences a Severance from Employment. 

(a) Consent to Distribution.  Subject to the provisions 
of Section 10.4(c), distributions from the Plan shall only be made with the 
written consent of the Participant and his or her spouse, in accordance 
with paragraph (b) below. Written consent shall be given within the 180 
days “distribution election period” ending on the first day of the first period 
for which an amount is paid and shall include an acknowledgment of the 
effect of such election.  No consent under this Section 10.4 shall be valid 
unless the Participant has first received a notice which satisfies the 
requirements of Section 10.2. 

(1) No Consent.  The failure of a Participant to 
consent to a distribution while a benefit is immediately distributable shall 
be deemed an election to defer commencement of payment until the 
benefit is no longer immediately distributable. 

Page 64 of 237



 Page 22 
 

(2) Waiver of 30-day period for distribution 
consent.  The Plan may distribute a benefit less than 30 days after 
providing the Participant notice of the distribution option, if the Participant 
affirmatively elects a distribution.  The Participant must be notified that the 
Participant has the opportunity to elect a distribution for at least 30 days 
after receiving the notice. 

(b) Spousal Consent.  The spouse’s written consent to 
an election for distribution shall acknowledge the effect of the consent to 
that election and must be witnessed by a Plan representative or a notary 
public.  A spouse’s consent to an election for distribution cannot be 
revoked once made.  A Participant who elected a form of benefit with his 
or her spouse’s consent may not subsequently change the form of benefit 
without obtaining his or her spouse’s consent.  Spousal consent is not 
required if the Participant establishes to the satisfaction of the 
Administrator that:  (i) he or she has no spouse; (ii) the spouse cannot be 
located; or (iii) other circumstances apply that make spousal consent 
unnecessary. 

(c) Mandatory Distributions.  In the event that a 
Participant fails to submit an election within the “distribution election 
period” specified in Section 10.2 and the value of the Participant’s vested 
Accounts does not exceed One Thousand Dollars ($1,000) as of the date 
of distribution, no consent under this Section 10.4 will be required and the 
Participant shall receive a lump sum distribution of the entire vested 
portion of his or her Accounts. 

10.5 Death Benefit.   

(a) Form of Death Benefit.  If the vested amount 
credited to a Participant’s Accounts does not exceed $5,000 as of the date 
of distribution, the entire balance shall be distributed to the designated 
Beneficiary in one lump sum as soon as administratively feasible following 
the death of the Participant.  If the vested balance of a Participant’s 
Account exceeds $5,000 as of the date of distribution, the Beneficiary may 
elect to receive the distribution in either a lump sum or installments, 
provided the schedule of installments satisfies the minimum distribution 
requirements set forth in Section 10.7.  

If the Participant dies after payments under a joint 
and survivor annuity have commenced, payments shall continue to the 
Beneficiary under the terms of the annuity. 

(b) Rollovers to Surviving Spouse.  If the designated 
Beneficiary is the surviving spouse of the Participant, the surviving spouse 
may also elect a direct rollover of the benefit to an Eligible Retirement 
Plan pursuant to Section 10.8.  The Participant’s Accounts shall be 
distributed, or begin to be distributed, to the surviving spouse on or before 
December 31 of the calendar year immediately following the calendar year 
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in which the Participant died.  However, if the surviving spouse is the sole 
designated Beneficiary of the Participant, distribution shall commence no 
later than December 31 of the calendar year immediately following the 
calendar year in which the Participant died or December 31 of the 
calendar year in which the Participant would have attained age seventy 
and one-half (70½). 

(c) Timing of Election.  The Participant’s designated 
Beneficiary shall elect the method of distribution no later than September 
30 of the calendar year following the year of the Participant’s death.  If the 
designated Beneficiary does not elect a method of distribution, distribution 
of the Participant’s entire interest must be completed by December 31 of 
the calendar year containing the fifth (5th) anniversary of the Participant’s 
death. 

(d) Direct Rollovers for Nonspouse Beneficiaries.  
Notwithstanding the foregoing, a designated Beneficiary who is not the 
surviving spouse of the deceased Participant may elect a direct rollover of 
the benefits at the time and in the manner prescribed by the Administrator.  
Any such distribution may be transferred only to an individual retirement 
account or annuity described in Code Section 408(a) or (b) established for 
the purpose of receiving the distribution on behalf of the designated 
Beneficiary and treated as an inherited IRA within the meaning of Code 
Section 408(d)(3)(C).  The Beneficiary must provide the Administrator with 
sufficient information to identify the status of the inherited IRA as well as 
the custodian of the funds to whom the direct transfer is to be made.  Any 
distribution made in accordance with this provision shall be considered an 
“eligible rollover distribution” (as defined in Section 10.8) excludable from 
gross income for the year in which payment is made under Code Section 
402(c)(1).  If a Participant’s designated Beneficiary is a trust, the trustee of 
such trust shall be permitted to elect a direct rollover to an individual 
retirement account in accordance with this subsection provided the 
beneficiaries of the trust otherwise satisfy the requirements to be 
designated beneficiaries within the meaning of Code Section 401(a)(9)(E) 
and the regulations issued thereunder. 

10.6 In-Service Distributions.  Any Participant may elect to withdraw 
all or a portion of his or her Voluntary Employee Contribution Account, QVEC Account 
or Rollover Account.  No other types of in-service distributions are permitted and no 
more than one (1) in-service distribution shall be permitted in any single calendar year.  
In the event a Participant receives a distribution under this Section, the Participant shall 
continue to be eligible to participate in the Plan on the same basis as any other 
Employee.  Any distribution made pursuant to this Section 10.6 shall be subject to the 
rules generally applicable to any other distribution permitted after Severance from 
Employment. 

10.7 Minimum Distributions.  Notwithstanding any other provisions of 
this Article, with respect to distributions occurring on or after January 1, 2003, the 
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distribution of a Participant’s Accounts shall meet the requirements of this Section, 
Code Section 401(a)(9) and the Regulations thereunder, and in accordance with the 
minimum distribution incidental benefit requirements of Code Section 401(a)(9)(G) and 
the Regulations issued thereunder. These minimum distributions shall be calculated 
each year by the Administrator and shall be distributed in accordance with this Section. 

(a) Time and Manner of Distribution.   

(1) Required Beginning Date.  The Participant’s 
Accounts will be distributed, or begin to be distributed, to the Participant no 
later than the Participant’s Required Beginning Date.   

(2) Death of Participant Before Distributions Begin.  
If the Participant dies before distributions begin, the Participant’s Accounts 
will be distributed, or begin to be distributed, no later than as follows: 

(i) If the Participant’s surviving spouse is 
the Participant’s sole Designated Beneficiary, distributions to the surviving 
spouse will begin by December 31 of the calendar year immediately 
following the calendar year in which the Participant died, or by December 
31 of the calendar year in which the Participant would have attained age 
70½, if later. 

(ii) If the Participant’s surviving spouse is 
not the Participant’s sole Designated Beneficiary, distributions to the 
Designated Beneficiary will begin by December 31 of the calendar year 
immediately following the calendar year in which the Participant died. 

(iii) If there is no Designated Beneficiary as 
of September 30 of the year following the year of the Participant’s death, 
the Participant’s Accounts will be distributed by December 31 of the 
calendar year containing the fifth anniversary of the Participant’s death. 

(iv) If the Participant’s surviving spouse is 
the Participant’s sole Designated Beneficiary and the surviving spouse 
dies after the Participant but before distributions to the surviving spouse 
begin, this Section 10.7(a)(2), other than Section 10.7(a)(2)(i), will apply 
as if the surviving spouse were the Participant. 

 For purposes of this Section 10.7(a)(2) and 10.7(c), unless Section 10.7(a)(2)(iv) 

applies, distributions are considered to begin on the Participant’s Required Beginning 

Date.  If Section 10.7(a)(2)(iv) applies, distributions are considered to begin on the date 

distributions are required to begin to the surviving spouse under Section 10.7(a)(2)(i).  If 

distributions under an annuity purchased from an insurance Employer irrevocably 
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commence to the Participant before the Participant’s Required Beginning Date (or to the 

Participant’s surviving spouse before the date distributions are required to begin to the 

surviving spouse under Section 10.7(a)(2)(i)), the date distributions are considered to 

begin is the date distributions actually commence. 

(3) Forms of Distribution.  Unless the Participant’s 
Accounts are distributed in the form of an annuity purchased from an 
insurance company or in a single sum on or before the Required Beginning 
Date, as of the first Distribution Calendar Year distributions will be made in 
accordance with paragraphs (b) and (c) of this Section 10.7.  If the 
Participant’s Accounts are distributed in the form of an annuity purchased 
from an insurance company, distributions thereunder will be made in 
accordance with the requirements of Code Section 401(a)(9) and the 
Treasury Regulations issued thereunder. 

(b) Required Minimum Distributions During 
Participant’s Lifetime.   

(1) Amount of Required Minimum Distribution for 
Each Distribution Calendar Year.  During the Participant’s lifetime, the 
minimum amount that will be distributed for each Distribution Calendar 
Year is the lesser of: 

(i) the quotient obtained by dividing the 
Participant’s Account Balance by the distribution period in the Uniform 
Lifetime Table set forth in Section 1.401(a)(9)-9 of the Treasury 
Regulations, using the Participant’s age as of the Participant’s birthday in 
the Distribution Calendar Year; or 

(ii) if the Participant’s sole Designated 
Beneficiary for the Distribution Calendar Year is the Participant’s spouse, 
the quotient obtained by dividing the Participant’s Account Balance by the 
number in the Joint and Last Survivor Table set forth in Section 
1.401(a)(9)-9 of the Treasury Regulations, using the Participant’s and 
spouse’s attained ages as of the Participant’s and spouse’s birthdays in 
the Distribution Calendar Year. 

(2) Lifetime Required Minimum Distributions 
Continue Through Year of Participant’s Death.  Required minimum 
distributions will be determined under this paragraph (b) beginning with the 
first Distribution Calendar Year and up to and including the Distribution 
Calendar Year that includes the Participant’s date of death. 

(c) Required Minimum Distributions After Participant’s 
Death.   
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(1) Death on or After Date Distributions Begin.  If 
the distribution of a Participant’s interest has begun in accordance with 
Section 10.7(b)(1) and the Participant dies before the entire Account 
balance has been distributed, the remaining portion of the Account balance 
must be distributed at least as rapidly as under the distribution method 
used as of the date of the Participant’s death.  Thereafter, the applicable 
distribution period for distribution years after the year of the Participant’s 
death shall be as provided under subparagraph (i) or (ii) below. 

(i) Participant Survived By Designated 
Beneficiary.  If the Participant dies on or after the date distributions begin 
and there is a Designated Beneficiary, the minimum amount that will be 
distributed for each Distribution Calendar Year after the year of the 
Participant’s death is the quotient obtained by dividing the Participant’s 
Account Balance by the longer of the remaining Life Expectancy of the 
Participant or the remaining Life Expectancy of the Participant’s 
Designated Beneficiary, determined as follows: 

1. The Participant’s remaining Life 
Expectancy is calculated using the age of the Participant in the year of 
death, reduced by one for each subsequent year. 

2. If the Participant’s surviving 
spouse is the Participant’s sole Designated Beneficiary, the remaining Life 
Expectancy of the surviving spouse is calculated for each Distribution 
Calendar Year after the year of the Participant’s death using the surviving 
spouse’s age as of the spouse’s birthday in that year.  For Distribution 
Calendar Years after the year of the surviving spouse’s death, the 
remaining Life Expectancy of the surviving spouse is calculated using the 
age of the surviving spouse as of the spouse’s birthday in the calendar 
year of the spouse’s death, reduced by one for each subsequent calendar 
year. 

3. If the Participant’s surviving 
spouse is not the Participant’s sole Designated Beneficiary, the 
Designated Beneficiary’s remaining Life Expectancy is calculated using 
the age of the Beneficiary in the year following the year of the Participant’s 
death, reduced by one for each subsequent year. 

(ii) No Designated Beneficiary.  If the 
Participant dies on or after the date distributions begin and there is no 
Designated Beneficiary as of September 30 of the year after the year of 
the Participant’s death, the minimum amount that will be distributed for 
each Distribution Calendar Year after the year of the Participant’s death is 
the quotient obtained by dividing the Participant’s Account Balance by the 
Participant’s remaining Life Expectancy calculated using the age of the 
Participant in the year of death, reduced by one for each subsequent year. 

(2) Death Before Date Distributions Begin. 
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(i) Participant Survived By Designated 
Beneficiary.  If the Participant dies before the date distributions begin and 
there is a Designated Beneficiary, the minimum amount that will be 
distributed for each Distribution Calendar Year after the year of the 
Participant’s death is the quotient obtained by dividing the Participant’s 
Account Balance by the remaining Life Expectancy of the Participant’s 
Designated Beneficiary, determined as provided in Section 10.7(c)(1). 

(ii) No Designated Beneficiary.  If the 
Participant dies before the date distribution begins and there is no 
Designated Beneficiary as of September 30 of the year following the year 
of the Participant’s death, distribution of the Participant’s Accounts will be 
completed by December 31 of the calendar year containing the fifth 
anniversary of the Participant’s death. 

(iii) Death of Surviving Spouse Before 
Distributions to Surviving Spouse are Required to Begin.  If the Participant 
dies before the date distributions begin, the Participant’s surviving spouse 
is the Participant’s sole Designated Beneficiary, and the surviving spouse 
dies before distributions are required to begin to the surviving spouse 
under Section 10.7(a)(2)(i), this Section 10.7(c)(2) will apply as if the 
surviving spouse were the Participant. 

(d) Application of 5-Year Rule.   

(1) Election by Participant or Beneficiary.  A 
Participant or Beneficiary may elect on an individual basis whether the 5-
year rule or the Life Expectancy rule in Sections 10.7(a)(2) and 10.7(c)(2) 
applies to distributions after the death of a Participant who has a 
Designated Beneficiary.  The election must be made no later than the 
earlier of September 30 of the calendar year in which distribution would be 
required to begin under Section 10.7(a)(2), or by September 30 of the 
calendar year which contains the fifth anniversary of the Participant’s (or, if 
applicable, the surviving spouse’s) death.  If neither the Participant nor the 
Beneficiary makes an election under this paragraph, distributions will be 
made in accordance with Sections 10.7(a)(2) and Section 10.7(c)(2). 

(2) Election By Current Beneficiary.  A Designated 
Beneficiary who is receiving payments under the 5-year rule may make a 
new election to receive payments under the Life Expectancy rule until 
December 31, 2003, provided that all amounts that would have been 
required to be distributed under the Life Expectancy rule for all Distribution 
Calendar Years before 2004 are distributed by the earlier of December 31, 
2003 or the end of the five (5) year period. 

(e) Definitions.   

(1) Designated Beneficiary.  The individual who is 
designated as the Beneficiary under Section 11.8 of the Plan and is the 
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Designated Beneficiary under Code Section 401(a)(9) and Section 
1.401(a)(9)-4 of the Treasury Regulations. 

(2) Required Beginning Date.  The “Required 
Beginning Date” of a Participant is April 1 of the calendar year following the 
later of the calendar year in which the Participant attains age 70½ or the 
calendar year in which the Participant retires. 

(3) Distribution Calendar Year.  A calendar year 
for which a minimum distribution is required.  For distributions beginning 
before the Participant’s death, the first Distribution Calendar Year is the 
calendar year immediately preceding the calendar year which contains the 
Participant’s Required Beginning Date.  For distributions beginning after 
the Participant’s death, the first Distribution Calendar Year is the calendar 
year in which distributions are required to begin under Section 10.7(a)(2).  
The required minimum distribution for the Participant’s first Distribution 
Calendar Year will be made on or before the Participant’s Required 
Beginning Date.  The required minimum distribution for other Distribution 
Calendar Years, including the required minimum distribution for the 
Distribution Calendar Year in which the Participant’s Required Beginning 
Date occurs, will be made on or before December 31 of that Distribution 
Calendar Year. 

(4) Life Expectancy.  Life expectancy as computed 
by use of the Single Life Table in Section 1.401(a)(9)-9 of the Treasury 
Regulations. 

(5) Participant’s Account Balance.  The account 
balance as of the last valuation date in the calendar year immediately 
preceding the Distribution Calendar Year (valuation calendar year) 
increased by the amount of any contributions made and allocated or 
forfeitures allocated to the account balance as of dates in the valuation 
calendar year after the valuation date and decreased by the distributions 
made in the valuation calendar year after the valuation date.  The account 
balance for the valuation calendar year includes any amounts rolled over 
or transferred to the Plan either in the valuation calendar year or in the 
Distribution Calendar Year if distributed or transferred in the valuation 
calendar year. 

(f) TEFRA Section 242(b)(2) Elections.  
Notwithstanding any other provisions of this Section 10.7, distributions 
may be made under a designation made before January 1, 1984, in 
accordance with Section 242(b)(2) of the Tax Equity and Fiscal 
Responsibility Act (TEFRA) and the provisions of the Plan that relate to 
Section 242(b)(2) of TEFRA. 

(g) Transition Rules.   
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(1) Plan Years Prior to 2001.  Required minimum 
distributions for calendar years after 1984 and before 2001 were made in 
accordance with Code Section 401(a)(9) and the proposed regulations 
issued thereunder as published in the Federal Register on July 27, 1987. 

(2) 2001 Plan Year.  Required minimum 
distributions for calendar year 2001 were made in accordance with Code 
Section 401(a)(9) and the proposed regulations issued thereunder as 
published in the Federal Register on January 17, 2001. 

(3) 2002 Plan Year.  Required minimum 
distributions for calendar year 2002 were made in accordance with Code 
Section 401(a)(9) and the final and temporary regulations issued 
thereunder as published in the Federal Register on April 17, 2002, which 
are described in paragraph (a) through (f) of this Section 10.7. 

(h) WRERA Elections for 2009 Calendar Year.  
Notwithstanding any other provisions of this Section 10.7, a Participant or 
Beneficiary who would have been required to receive required minimum 
distributions for 2009 but for the enactment of Code Section 401(a)(9)(H) 
(“2009 RMDs”) and who would have satisfied that requirement by 
receiving distributions that are (1) equal to the 2009 RMDs or (2) one or 
more payments in a series of substantially equal distributions (that include 
the 2009 RMDs) made at least annually and expected to last for the life (or 
Life Expectancy) of the Participant, the joint lives (or joint Life Expectancy) 
of the Participant and the Participant’s Designated Beneficiary, or for a 
period of at least 10 years, will not receive those distributions for 2009 
unless the Participant or Beneficiary chooses to receive such distributions.  
Participants and Beneficiaries described in the preceding sentence will be 
given the opportunity to elect to receive the distributions described in the 
preceding sentence.  In addition, notwithstanding Section 10.8 of the Plan, 
and solely for purposes of applying the direct rollover provisions of the 
Plan, a direct rollover will include 2009 RMDs but only if paid with an 
additional amount that is an Eligible Rollover Distribution (as defined in 
Section 10.8(c)) without regard to Code Section 401(a)(9)(H). 

10.8 Direct Rollovers.  A Distributee may elect, at the time and in the 
manner prescribed by the Administrator, to have any portion of an Eligible Rollover 
Distribution that is equal to at least $200.00 paid directly to an Eligible Retirement Plan 
specified by the Distributee.  If an Eligible Rollover Distribution is less than $200.00, a 
Distributee may not make the election described herein to rollover a portion of the 
Eligible Rollover Distribution.  The Distributee must provide the Administrator with 
sufficient information to identify the Eligible Retirement Plan as well as the trustee or 
custodian of the funds to whom the transfer is to be made. 

 For purposes of this Section, the following definitions shall apply: 

(a) Distributee.  A “Distributee” shall mean an 
Employee or former Employee.  In addition, the Employee’s or former 
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Employee’s surviving spouse and the Employee’s or former Employee’s 
spouse or former spouse who is the alternate payee under a qualified 
domestic relations order, as defined in Code Section 414(p), shall be 
Distributees with regard to the interest of the spouse or former spouse.  A 
Distributee shall also mean a Participant’s non-spouse designated 
beneficiary, in which case, the distribution can only be transferred to a 
traditional or Roth IRA established on behalf of the non-spouse 
designated beneficiary for the purposes of receiving the distribution in 
accordance with Section 10.5(d). 

(b) Eligible Retirement Plan.  “Eligible Retirement Plan” 
shall mean an individual retirement account described in Code Section 
408(a), an individual retirement annuity described in Code Section 408(b), 
an annuity plan described in Code Section 403(a), an annuity contract 
described in Code Section 403(b) or a qualified trust described in Code 
Section 401(a) that accepts the Distributee’s Eligible Rollover Distribution.   

“Eligible Retirement Plan” shall also mean an eligible 
plan under Code Section 457(b) which is maintained by a state, political 
subdivision of a state, or any agency or instrumentality of a state of 
political subdivision of a state and which agrees to separately account for 
amounts transferred into such plan from this Plan.  For distributions made 
after December 31, 2007, “Eligible Retirement Plan” shall also mean a 
Roth IRA described in Code Section 408A(b) provided such distribution is 
made by a direct trustee-to-trustee transfer and the receiving plan agrees 
to separately account for the amounts transferred. 

(c) Eligible Rollover Distribution.  An “Eligible Rollover 
Distribution” shall mean any distribution of all or any portion of the balance 
to the credit of the Distributee, except that it shall not include: 

(1) any distribution that is one of a series of 
substantially equal periodic payments (not less frequently than annually) 
made for the life (or life expectancy) of the Distributee or the joint lives (or 
joint life expectancies) of the Distributee and the Distributee’s designated 
Beneficiary, or for a specified period of ten (10) years or more; or 

(2) any distribution required under Code Section 
401(a)(9); or 

(3) the portion of any distribution that is not 
includable in gross income of the Distributee; or 

(4) any other distribution that is reasonably 
expected to total less than $200 during a year. 

   Notwithstanding the foregoing, a portion of a 
distribution shall not fail to be an Eligible Rollover Distribution merely 
because the portion consists of after-tax employee contributions which are 
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not includible in gross income.  However, such portion may only be 
transferred in a direct trustee-to-trustee transfer to an individual retirement 
account or annuity described in Code Section 408(a) or (b), or to a 
qualified defined contribution plan described in Code Sections 401(a) or 
403(a), or to an annuity contract described in Code Section 403(b) that 
agrees to separately account for amounts so transferred, including 
separately accounting for the portion of such distribution which is 
includible in gross income and the portion of such distribution which is not 
so includible. 

(d) Rollovers to Roth IRA.  Effective for distributions 
occurring after December 31, 2007, a Distributee may also elect to have 
any portion of an Eligible Rollover Distribution paid directly to a Roth IRA 
described in Code Section 408A provided the distribution requirements of 
Section 10.4 and this Section 10.8 have been satisfied.  Any distribution 
made in accordance with this provision shall be considered a “qualified 
rollover contribution” and includable in the Distributee’s gross income for 
the year in which payment is made under Code Section 408A(d)(3)(A). 

10.9 Designation of Beneficiary.  Each Participant shall designate a 
primary Beneficiary and a contingent Beneficiary to receive any death benefit under this 
Plan in accordance with this Section.  The designation of a primary Beneficiary and a 
contingent Beneficiary may be changed from time to time by filing a new designation in 
writing with the Employer.  This designation shall be made at the time and in the 
manner established by the Employer in accordance with Code Section 401(a)(9) and 
the Regulations issued thereunder. 

(a) Primary Beneficiary.  A primary Beneficiary’s rights 
shall arise if the Participant dies before receiving all of his or her benefits. 

(b) Contingent Beneficiary.  The rights of a contingent 
Beneficiary shall arise if the primary Beneficiary predeceases the 
Participant, if the primary Beneficiary (who is not the Participant’s 
surviving spouse) has not survived to receive all of the Participant’s 
undistributed death benefits, or if the Participant’s surviving spouse (who 
is the primary Beneficiary) has not survived to receive all of the 
Participant’s undistributed death benefits and has not designated a 
contingent Beneficiary. 

 If the Participant’s surviving spouse is the primary Beneficiary at the Participant’s 
death, the Participant’s surviving spouse may designate a contingent Beneficiary.  
Otherwise, if the primary Beneficiary is other than the Participant’s surviving spouse and 
if the Participant specifically elects, the primary Beneficiary may designate a contingent 
Beneficiary.  If the primary Beneficiary makes a designation of a contingent Beneficiary 
(as the surviving spouse of the Participant or pursuant to the election by the Participant 
permitting such a designation), the primary Beneficiary’s designation of a contingent 
Beneficiary shall be controlling and shall supersede any designation of a contingent 
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Beneficiary by the Participant.  In the event that a contingent Beneficiary has not been 
designated in accordance with Subsection (b) of this Section, then the designation of a 
contingent Beneficiary shall be made in accordance with Subsection (e) of this Section. 

(c) Requirements of Spousal Consent.  Each 
Participant for whom a spousal consent is required in accordance with this 
Section shall obtain the consent of his or her spouse in writing on the 
beneficiary designation form filed with the Employer.  Any beneficiary 
designation made by a Participant at a time when no spousal consent was 
required and prior to the time benefit payments commence shall be void if 
spousal consent is required at the time benefit payments commence, 
unless spousal consent to that designation is obtained in accordance with 
this subsection. 

  The written consent of the Participant’s spouse shall 
be obtained in the event the Participant’s spouse has a community 
property interest in the Participant’s Account and the Participant 
designates another individual or entity (rather than the spouse) as the sole 
primary Beneficiary. 

(d) When Spousal Consent is Not Required.  
Generally, the consent of Participant’s spouse to the Participant’s 
beneficiary designation is required; however, no spousal consent is 
required if –  

(1) the Participant designates his or her spouse as 
the sole primary Beneficiary; or 

(2) the Participant establishes to the satisfaction of 
the Administrator that: (i) he or she has no spouse; (ii) the spouse cannot 
be located; or (iii) other circumstances apply that make spousal consent 
unnecessary. 

(e) Designation of Beneficiary by Employer.  If, on the 
death of a Participant, former Participant, or the death of the current 
Beneficiary following the death of the Participant, the Administrator does 
not have a valid Beneficiary designation on file, the Employer shall 
designate a Beneficiary in the following order of priority: 

(1) surviving spouse or registered domestic 
partner under state law; 

(2) surviving children, including adopted children, 
in equal shares; 

(3) surviving parents, in equal shares; 

(4) Participant’s estate; provided, however, that 
irrespective of said order of priority, the Employer may designate the 
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Participant’s estate or the trustee(s) of the trust(s) named as the 
Beneficiary of the residue of the Participant’s probate estate as 
Beneficiary.  The Employer’s determination of the individuals or entities as 
Beneficiary shall be final. 

10.10 Distribution under Domestic Relations Order.  An “alternate 
payee” under a “domestic relations order” (“DRO”) shall be entitled to benefits in 
accordance with the requirements of this Article, except that a distribution pursuant to a 
DRO will be permitted whether or not the affected Participant has experienced a 
Severance from Employment.  For purposes of this Section, “domestic relations order,” 
and “alternate payee” shall have the meanings set forth in Code Section 414(p). 

10.11 Distribution in Cash or Kind.  Whenever a distribution is to be 
made from the Plan, the Administrator may cause any distributions to be made in cash, 
in kind, or a combination thereof. 

10.12 Rollovers Disregarded in Determining Value of Account Balance 
for Involuntary Distributions.  For purposes of Sections 10.3, 10.4(a) and (c) and 
10.5(a), the value of a Participant’s Account balance shall be determined without regard 
to that portion of the Account balance that is attributable to rollover contributions (and 
earnings allocable thereto) within the meaning of Code Sections 402(c), 403(a)(4), 
403(b)(8), 408(d)(3)(A)(ii), and 457(e)(16).   

ARTICLE XI 
AMENDMENT AND TERMINATION 

11.1 Employer Reserves Right to Amend.  The Employer reserves the 
right to amend the Plan, including retroactive amendments, provided that no such 
amendment or modification shall revert any part of the principal or interest of the Trust 
to the Employer; or shall divert any part of the assets of the Trust for purposes other 
than the exclusive benefit of Participants or their Beneficiaries who have an interest in 
the Plan or for the purpose of defraying the reasonable expenses for administering the 
Plan. 

11.2 Employer’s Discretion.  The Employer has established the Plan 
with the bona fide intention and expectation that it will be able to make its contributions 
indefinitely, but the continuance of the Plan is not assumed as a contractual obligation 
by the Employer and the Employer is not under any obligation to continue its 
contributions or to maintain the Plan for any given length of time.  The right is reserved 
by the Employer, in its sole and absolute discretion, to discontinue contributions or 
terminate the Plan, at any time, without any liability whatsoever for such discontinuance 
or termination. 

11.3 Termination Events.  The Plan and Trust shall terminate upon the 
delivery to the Trustee of a notice of termination executed by the Employer specifying 
the date as of which the Plan and Trust shall terminate.  Termination of the Plan and 
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Trust shall also occur upon the adjudication of the Employer as bankrupt or the 
Employer’s general assignment for the benefit of creditors. 

11.4 Termination Procedure.   

(a) Revaluation of Assets and Allocation.  Upon the 
whole or partial termination of the Plan, the Trustee shall revalue the Trust 
assets as of the date of termination and, after satisfying Trust obligations, 
shall adjust all Participants’ Accounts for such obligations and Trust profits 
or losses (whether or not such profits or losses have been realized) to the 
date of termination.  The allocation to each individual Participants’ 
Accounts of expenses, profits, or losses shall be in the proportion that the 
Account values of each individual Participant bears to the total Account 
values of all Participants. 

(b) Distribution of Assets.  Upon termination of the 
Plan in whole or in part, the Employer may direct the distribution of 
Participant Accounts to each Participant.  Distribution may be made in a 
single lump sum payment, in cash or assets of the Trust, without the 
Participant’s and spouse’s consent.   

ARTICLE XII 
GENERAL PROVISIONS 

12.1 Non-Reversion.  No portion of the principal or income of the Trust 
from the Employer contributions shall be paid to or revert to the Employer or be used for 
a purpose other than for the exclusive benefit of the Participants and their Beneficiaries, 
except to defray reasonable expenses of the administration of the Plan; provided, 
however, that in the case of a contribution which is made by an Employer by a mistake of 
fact, the Trustee may return such contribution to the Employer within one (1) year after the 
payment of the contribution.  

12.2 Type of Plan.  The Plan is a governmental plan as defined in 
Code Section 414(d).   

12.3 Nondiscrimination.  Effective for the Plan Year beginning after 
August 17, 2006, governmental plans (within the meaning of Code Section 414(d)) 
maintained by a State or local government or political subdivisions thereof (or agency or 
instrumentality thereof) are exempt from the nondiscrimination and participation 
requirements of Code Sections 401(a)(3), 401(a)(4) and 401(a)(26). 

12.4 Special Rules for Veterans.  Notwithstanding any provision of this 
Plan to the contrary, effective December 12, 1994, contributions, benefits and service 
credit with respect to “qualified military service” will be provided in accordance with 
Code Section 414(u).  Effective for years beginning after December 31, 2008, an 
individual receiving from the Employer a differential wage payment, as defined in Code 
Section 3401(h)(2), shall be treated as an Employee of the Employer and the differential 
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wage payments shall be treated as Compensation for purposes of determining vesting 
and benefit accrual.  The Plan shall not be treated as failing to meet the requirements of 
any provision described in Code Section 414(u)(1)(C) by reason of any contribution or 
benefit which is based on the differential wage payment. 

 In addition, in the case of a Participant who becomes disabled or dies 
during qualified military service, as defined in the Uniformed Services Employment and 
Reemployment Rights Act (“USERRA”), on or after January 1, 2007, the Participant or 
his or her designated Beneficiary shall be entitled to any additional benefits provided 
under the Plan as if the Participant had resumed employment with the Employer on the 
day preceding death or Disability and then terminated employment on the actual date of 
the death or Disability 

12.5 Discharge of Employee.  The adoption and maintenance of the 
Plan shall not be deemed to be a contract between the Employer and any Employee.  
Nothing herein contained shall be deemed to give any Employee the right to be retained 
in the employ of the Employer or to interfere with the right of the Employer to discharge 
any Employee at any time. 

12.6 Consolidation With Other Plan.  In the event the Plan and the 
Trust merge or consolidate with, or transfer the assets and liabilities to, any other 
qualified plan of deferred compensation, no Participant herein shall, solely on account of 
such consolidation or transfer, be entitled to a benefit on the day following such event 
which is less than the benefit to which he or she was entitled on the day preceding such 
event.  For the purpose of this Section, the benefit to which a Participant is entitled shall 
be calculated and based upon the assumption that a Plan termination and distribution of 
assets occurred on the day as of which the amount of the Participant’s entitlement is 
being determined. 

12.7 The Plan.  The Trust and the Plan are part of a single, integrated 
employee benefit system and shall be construed together.  In the event of any conflict 
between the terms of these documents, such conflict shall be resolved first in favor of 
the Plan, and then the Trust. 

12.8 Applicable Law.  The Plan and Trust, including any administrative 
policies adopted by the Employer (collectively the “Plan Documents”), shall be 
construed, administered and governed under the Code; and to the extent any of the 
provisions of the Plan Documents are inconsistent with the Code, the provisions of the 
Code shall control.  The Plan Documents shall also be construed, administered and 
governed by the laws of the State of California to the extent that the state law is not 
superseded or inconsistent with the Code.  If, however, any provision is susceptible to 
more than one (1) interpretation, such interpretation shall be given thereto as is 
consistent with the Plan Document being a qualified plan and trust within the meaning of 
the Code. 

12.9 Successors and Assigns.  The Plan shall inure to the benefit of 
and be binding upon the parties hereto, their successors and assigns. 
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12.10 Severability.  If a court of competent jurisdiction shall find any 
provision of the Plan invalid or unenforceable, the remaining provisions of the Plan shall 
continue to be fully effective. 

12.11 Gender and Number.  Words used in the masculine, feminine, or 
neuter gender shall each be deemed to refer to the other whenever the context so 
requires; and words used in the singular or plural number shall each be deemed to refer 
to the other whenever the context so requires. 

12.12 Headings.  Headings used in the Plan are inserted for 
convenience of reference only and any conflict between such headings and the text 
shall be resolved in favor of the text. 

12.13 Counterparts.  The Plan may be executed in an original and any 
number of counterparts by the Employer, each of which shall be deemed to be an 
original of one and the same instrument. 
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EXECUTION 

IN WITNESS WHEREOF, the Employer has caused this Restated Plan 
document to be executed on _______________. 

EMPLOYER 

MUNICIPAL WATER DISTRICT OR 
ORANGE COUNTY 

By: _____________________________ 

 

 

 

By: _____________________________ 

 

APPROVED AS TO FORM AND CONTENT: 

BEST BEST & KRIEGER LLP 

By: ________________________________ 

Attorneys for Employer 
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MUNICIPAL WATER DISTRICT OF ORANGE COUNTY  
MONEY PURCHASE PENSION PLAN  

RESTATED TRUST AGREEMENT 

THIS RESTATED AGREEMENT (“Agreement”) is made and entered into by and 
between MUNICIPAL WATER DISTRICT OF ORANGE COUNTY, a California local 
government entity (“Employer”), and the BOARD OF DIRECTORS OF EMPLOYER, 
hereinafter referred to as Trustee, to be effective as of the date of adoption hereof. 

RECITALS 

WHEREAS, the Employer adopted the MUNICIPAL WATER DISTRICT OF 
ORANGE COUNTY MONEY PURCHASE PENSION PLAN (“Plan”), effective 
______________ and subsequently restated and amended on January ______, 2015, 
for the exclusive benefit of Employees of the Employer and their Beneficiaries.  

WHEREAS, funds are from time to time contributed to the Trust to be maintained 
in trust for the benefit of the Employees and their Beneficiaries under the terms of the 
Plan. 

WHEREAS, the Employer desires to restate the Trust Agreement established 
pursuant to the terms of the Plan in order to amend the Trust Agreement to change the 
manner in which the Trustee is appointed to more accurately reflect the tenure of a 
member of the Board of Directors of the Employer.   

NOW, THEREFORE, it is mutually agreed that the following shall constitute the 
Trust Agreement: 

A. The Trust Assets 

(1) The Employer shall pay any Employer and Employee 
Contributions to the Trustee from time to time in accordance with the Plan. Employee 
Contributions hereinafter made and all investments thereof, together with all 
accumulations, accruals, earnings and income with respect thereto, shall be held by the 
Trustee in trust hereunder as the Trust Assets. The Trustee shall not be responsible for 
the administration of the Plan, maintaining any records of Participants’ Accounts under 
the Plan, or the computation of or collection of Employer Contributions, but shall hold, 
invest, reinvest, manage and administer the Trust Assets as provided herein for the 
exclusive benefit of Participants, retired Participants and their Beneficiaries. 

(2) Except as herein provided, the Trustee shall hold, invest, 
manage and administer the Trust Assets as a single fund known as the General Fund 
without identification of any part of the Trust Assets with or allocation of any part of the 
Trust Assets to any Participant or group of Participants or their Beneficiaries. 

(3) In addition, the Trustee shall, if so instructed by the 
Employer and the respective Participants in accordance with the Plan, establish 
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separate Participant Investment Accounts for each such Participant. Each such account 
shall be invested and accounted for as a separate Fund of the Trust. 

(5) Any income or other receipts with respect to Trust Assets in 
each Fund shall be credited to the Fund which contained the Trust Assets with respect 
to which the income or other receipt was received. 

(6) The Employer shall instruct the Trustee in writing as to the 
Fund to be credited or charged, as the case may be, at the time that assets are 
transferred to the Trustee, at the time that the Employer instructs the Trustee as to a 
distribution or other payment and at any other time that a transfer between Funds is 
required or provided for under the terms of the Plan. 

B. Investment. 

(1) All investment of Trust Assets by the Trustee shall be as 
directed in writing by the Employer. The Employer shall be a “named fiduciary” and shall 
have the exclusive authority and responsibility to acquire, manage, administer and 
dispose of Trust Assets. The Employer shall have the responsibility for the investment 
of Trust Assets only in investments which do not violate Section 4975 of the Code, and 
the Trustee shall comply with proper written directions from the Employer which are in 
accordance with the Plan and are not contrary to the Code. Investments directed by the 
Employer shall not be in conflict with the “prohibited transactions” provisions of Section 
4975 of the Code. The Employer, and not the Trustee, shall be responsible for insuring 
that the investments directed by the Employer are not in conflict with the “prohibited 
transaction” provisions of Section 4975 of the Code and are in accordance with the 
Plan. The Employer shall be the “administrator” within the meaning of Section 414(g) of 
the Code. 

(2) As directed by the Employer, the Trustee shall purchase 
such securities or other property, or shall sell such securities or other property held as 
part of the Trust Assets, as may be specified in any such directions. The Trustee shall 
have no obligation whatsoever to seek or request any such direction from the Employer, 
nor shall the Trustee have any power or authority to dispose of any securities or 
property acquired pursuant to such direction unless directed by the Employer. Subject 
to the limitations set forth herein, the Trustee shall be under a duty to comply with any 
such direction when given, but shall have no responsibility in connection with any such 
purchase, retention or sale, other than compliance with such direction. 

(3) The Trust Assets may be invested in savings accounts, 
certificates of deposit, stocks and bonds of corporations, any kind of investment fund for 
the investment of qualified benefit trusts, insurance policies on the lives of Participants 
or key employees of the Employer or in any other kind of reality or personality. The 
Trust Assets in each of the Funds and accounts described in Paragraph A shall be 
invested by the Trustee, as directed by the Employer and/or the Participant, in the types 
of investments permitted by the Plan. 

(4) The Employer may in its discretion appoint an Investment 
Manager to acquire, manage and dispose of all or a specified portion of the Trust 
Assets. In such event, neither the Employer nor the Trustee shall be responsible for 
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directing the investment of such Trust Assets and the Trustee shall follow the 
instructions of the Investment Manager in investing such Trust Assets. The Trustee 
shall not be responsible for any losses or unfavorable results arising out of compliance 
with instructions from an Investment Manager. An Investment Manager is any person, 
firm or corporation who is a registered investment adviser under the Investment 
Advisers Act of 1940, a bank or insurance Employer and (a) who has the power to 
acquire, manage or dispose of Trust Assets, and (b) who acknowledges in writing his 
fiduciary responsibility to the Plan. In the event of the appointment of an Investment 
Manager, the limitations of the liability of the Trustee shall apply to the Trustee in its 
dealings with said Investment Manager. 

C. Trustee’s Powers.  

 Upon direction from the Employer, the Trustee shall have the power 
to:  

(1) sell, transfer, mortgage, pledge, lease or otherwise dispose 
of, or grant options with respect to any securities or other property in the Trust at public 
or private sale, for cash or on credit, upon such conditions, at such prices and in such 
manner as the Employer shall direct, and no person dealing with the Trustee shall be 
bound to see to the application of the purchase money or to inquire into the validity, 
expediency or propriety of any such sale or other disposition; 

(2) borrow from itself or any other lender to acquire any property 
authorized by this Agreement, giving its note as Trustee with such interest and security 
for the loan as may be appropriate and necessary and to enter into contracts for the 
purchase or sale of any property; 

(3) vote upon any stocks, bonds or other securities held in the 
Trust, or otherwise consent to or request any action on the part of the issuer in person 
or by proxy; 

(4) give general or specific proxies or powers of attorney with or 
without powers of substitution; 

(5) consent to or otherwise participate in reorganizations, 
recapitalizations, consolidations, mergers and similar transactions with respect to any 
securities and to pay any assessments or charges in connection therewith; 

(6) deposit such securities in any voting trust, or with any 
protective or like Employer, or with a trustee or with depositories designated thereby; 

(7) sell or exercise any options, subscription rights and 
conversion privileges and to make any payments incidental thereto; 

(8) sue, defend, compromise, arbitrate or settle any suit or legal 
proceeding or any claim, debt or obligation due to or from it as Trustee and to reduce 
the rate of interest on, extend or otherwise modify, or to foreclose upon default or 
otherwise enforce any such obligation; to bid in property on foreclosure or to take a 
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deed in lieu of foreclosure with or without paying consideration therefore and in 
connection therewith or to release the obligation on the bond secured by the mortgage; 

(9) retain, acquire or otherwise deal in any of its own capital 
stock if it is so expressly directed by the Employer or in any stock for which it is 
registrar, transfer agent and the like; 

(10) retain any of the Trust Assets in cash or deposit with itself as 
a bank or otherwise without liability for the payment of interest thereon or in property 
returning no income or slight income; 

(11) perform all acts which the Trustee shall deem necessary and 
appropriate and exercise any and all powers and authority of the Trustee under this 
Agreement; and 

(12) exercise any of the powers of an owner with respect to 
securities or other property comprising the Trust Assets. The Employer may authorize 
the Trustee to act on any matter or class of matters with respect to which direction or 
instruction to the Trustee by the Employer is called for hereunder without specific 
direction or other instruction from the Employer. 

D. Nominees. The Trustee may register any securities or other 
property held by it hereunder in its own name or in the name of its nominees with or 
without the addition of words indicating that such securities are held in a fiduciary 
capacity, and may hold any securities in bearer form, but the books and records of the 
Trustee shall at all times show that all such investments are part of the Trust Assets. 

E. Records. The Trustee shall keep accurate and detailed accounts of 
all investments, receipts and disbursements and other transactions hereunder, and all 
accounts, books and records relating thereto shall be open to inspection by any person 
designated by the Employer at all reasonable times. The Trustee shall maintain such 
records, make such computations except as concerns Employer Contributions and 
perform such ministerial acts as the Employer may from time to time request. 

F. Reports. 

(1) Within ninety (90) days after each Anniversary Date or the 
removal or resignation of the Trustee, and as of any other date specified by the 
Employer, the Trustee shall file a report with the Employer. This report shall show for 
each of the Funds described in Paragraph A hereof all purchases, sales, receipts, 
disbursements, and other transactions effected by the Trustee during the year or period 
for which the report is filed, and shall contain an exact description, the cost as shown on 
the Trustee’s books, and where readily ascertainable, the market value as of the end of 
such period of every item then held in the Trust and the amount and nature of every 
obligation owed by the Trust. For purposes of determining the market value of securities 
held by the Trustee, such securities shall be valued as of the close of business on such 
Anniversary Date or other date, or if securities shall not have been traded and reported 
on an established securities exchange or in the over-the-counter market on such date, 
then as of the close of business on the day first preceding such date on which such 
securities shall have been traded and reported. 
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(2) Notwithstanding any other provision of this Paragraph F, if 
the Trustee shall determine that the Trust Assets consist, in whole or in part, of property 
not traded freely on a recognized market, or that information necessary to ascertain the 
fair market value thereof is not readily available to the Trustee, the Trustee shall request 
the Employer to instruct the Trustee as to the value of such property for all purposes 
under the Plan and this Agreement, and the Employer shall comply with such request. 
The value placed upon such property by the Employer in its instructions to the Trustee 
shall be conclusive and binding upon all parties with an interest herein. If the Employer 
shall fail or refuse to instruct the Trustee as to the value of such property within a 
reasonable time after receipt of the Trustee’s request to do so, the Trustee may engage 
a competent appraiser to fix the fair market value of such property for all purposes 
hereunder. The determination of any such appraiser as to the fair market value of such 
property shall be conclusive upon all interested parties, and the Trustee shall have no 
liability in connection therewith. The reasonable fees and expenses incurred for any 
such appraisal shall be deemed an expense of the Trustee and paid as provided in the 
Plan.  

G. Distributions and Payments. 

(1) The Trustee shall make distributions from the Trust at such 
times to or for the benefit of the person entitled thereto under the Plan as the Employer 
directs. Any undistributed part of a Participant’s Plan Benefit shall be retained in the 
Trust until the Employer directs its distribution. Where distribution of any benefit is 
directed by the Employer, the Trustee shall comply with the instructions of the Employer 
and shall mail such distribution to the person entitled thereto at the address furnished it 
by the Employer. If a dispute arises as to who is entitled to or should receive any benefit 
or payment, the Trustee may withhold or cause to be withheld such payment until the 
dispute has been resolved. 

(2) As directed by the Employer, the Trustee shall make 
payments out of the Trust Assets. Such directions or instructions need not specify the 
purpose of the payments so directed, and the Trustee shall not be responsible in any 
way respecting the purpose or propriety of such payments. 

(3) No distribution or payment under this Agreement to any 
Participant or his Beneficiary under the Plan shall be subject in any manner to 
anticipation, sale, transfer, assignment, alienation or encumbrance, whether voluntary 
or involuntary, and no attempt so to anticipate, sell, transfer, assign, alienate or 
encumber the same shall be valid or recognized by the Trustee nor shall any such 
distribution or payment be in any way liable for or subject to the debts, contracts, 
liabilities or torts of any person entitled to such distribution or payment, except to such 
extent as may be required by law or expressly provided for in the Plan. If the Trustee is 
notified by the Employer that any such Participant or Beneficiary has been adjudicated 
bankrupt or has purported to anticipate, sell, transfer, assign, alienate or encumber any 
such distribution or payment, voluntarily or involuntarily, the Trustee shall, if so directed 
by the Employer, hold or apply such distribution or payment or any part thereof to or for 
the benefit of such Participant or Beneficiary in such manner as the Employer shall 
direct. 
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(4) In the event that any distribution or payment directed by the 
Employer shall be mailed by the Trustee to the person specified in such direction at the 
latest address of such person filed with the Employer, and shall be returned to the 
Trustee because such person cannot be located at such address, the Trustee shall 
promptly notify the Employer of such return. Upon the expiration of sixty (60) days after 
such notification, such direction shall become void and unless and until a further 
direction by the Employer is received by the Trustee with respect to such distribution or 
payment, the Trustee shall thereafter continue to administer the Trust as if such 
direction had not been made by the Employer.  The Trustee shall not be obligated to 
search for or ascertain the whereabouts of any such person. 

H. Signatures. All communications required hereunder from the 
Employer or the Employer to the Trustee shall be in writing signed by an officer of the 
Employer or a person authorized by the Employer to sign on its behalf. The Employer 
shall authorize one or more individuals to sign on its behalf all communications required 
hereunder between the Employer and the Trustee. The Employer and the Employer 
shall at all times keep the Trustee advised of the names and specimen signatures of all 
members of the Employer and the individuals authorized to sign on behalf of the 
Employer. The Trustee shall be fully protected in relying on any such communication 
and shall not be required to verify the accuracy or validity thereof. 

I. Expenses. The Trustee and the Employer may employ suitable 
agents, investment advisors, accountants, consultants and counsel who may be 
counsel for the Employer. The expense incurred by the Trustee and the Employer in the 
performance of their duties hereunder and all other proper charges, expenses and 
disbursements of the Trustee or the Employer, including the Trustee’s compensation, 
shall be paid by the Employer, provided that if the Employer is unable to pay the same, 
fails to do so or instructs the Trustee to pay same out of the Trust Assets, they may be 
charged to and paid out of the Trust Assets. Normal brokerage charges, commissions 
and taxes and other costs incident to the purchase and sale of securities which are 
included in the cost of securities purchased, or charged against the proceeds in the 
case of sales, shall be paid out of or charged against the Trust Assets. The Trustee 
shall be entitled to compensation as may be agreed upon in writing from time to time 
between the Employer and the Trustee. 

J. Liability of Trustee. 

(1) The Trustee shall not be liable for the making, retention or 
sale of any investment or reinvestment made by it as herein provided nor for any loss to 
or diminution of the Trust Assets nor any action it takes or refrains from taking at the 
direction of the Employer. The Trustee shall not be required to pay interest on any part 
of the Trust Assets which are held uninvested pursuant to the Employer’s direction. 

(2) Neither the Trustee nor any other person shall be under any 
duty to question any direction received from the Employer, or to review any securities or 
other property, or to make any suggestions to the Employer in connection therewith; 
and the Trustee shall as promptly as possible comply with any direction given by the 
Employer hereunder. The Trustee shall not be liable in any manner and for any reason 
for the making or retention of any investment pursuant to such direction nor shall the 
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Trustee be liable for its failure to invest any or all of the Trust Assets in the absence of 
such written direction. 

K. Amendment and Termination. 

(1)The Employer shall have the right at any time, by an instrument 
in writing, duly executed and acknowledged and delivered to the Trustee, to modify, 
alter or amend this Agreement, in whole or in part, and to terminate the Trust in 
accordance with the express provisions of the Plan. The Employer shall have the right 
in said manner to amend this Agreement retroactively to its effective date in order 
initially to meet the requirements of Section 401(a) of the Code, and to terminate this 
Agreement in the event of failure of the Internal Revenue Service, after application 
initially, to determine that the Plan and the Trust meet the requirements of Section 
401(a) of the Code. In no event, however, shall the duties, powers or liabilities of the 
Trustee hereunder be increased without its prior written consent. 

(2) It is intended that this Trust and the Plan referred to herein, 
constitute a qualified trust under Section 401(a) of the Code. 

L. Irrevocability. Except as provided herein, this Trust is declared to 
be irrevocable and at no time shall any part of the Trust Assets revert to or be 
recoverable by the Employer or be used for or be diverted to purposes other than for the 
exclusive benefit of Participants or retired or terminated Participants and their 
Beneficiaries. However, the Employer may, by notice in writing to the Trustee, direct 
that all or part of the Trust Assets be transferred to a successor trustee or trustees 
under a trust instrument which is for the exclusive benefit of such Participants and their 
Beneficiaries and meets the requirements of Section 401(a) of the Code, and thereupon 
the Trust Assets or any part thereof, together with any outstanding loans and accrued 
interest attributable thereto shall be paid over, transferred or assigned to said trustee or 
trustees free from the Trust created hereunder; provided, however, that no part of the 
Trust Assets may be used to pay premiums or contributions of the Employer under any 
other plan maintained by it for the benefit of its employees. 

M. Composition of Trustee.  The Board of Directors of the Employer 
shall serve as the Trustee of the Plan.  For this purpose, members of the Board of 
Directors shall act collectively as the Trustee of the Plan.  Any change in the 
composition of the Board of Directors shall automatically change the composition of the 
Board of Directors for purposes of its role as Trustee of the Plan.  As such, no 
appointment or acceptance to the role of Trustee shall be required from any member of 
the Board of Directors.         

N. Definitions. The definitions of certain words in the Plan shall apply 
to this 

Agreement where applicable. Masculine pronouns refer to women as well as to men, 
and the singular includes the plural. 

O. Miscellaneous. 
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(1) The Trustee and the Employer shall within the time required 
by law file all reports, statements and forms required by applicable state and federal law 
and regulations. If this Trust and the Plan referred to herein, after initially qualifying as a 
tax exempt Trust under Section 401(a) of the Code, shall thereafter cease to be a 
qualified trust by reason of some act or omission on the part of the Employer, the 
Employer agrees to indemnify Trustee and hold Trustee harmless against any liability it 
may incur for Federal Estate or other taxes as a result of payments made from the Trust 
to Beneficiaries of deceased Participants after it ceases to be a qualified trust. 

(2) In the event that any provision of the Plan or this Agreement 
is held to be illegal or invalid for any reason, such determination shall not affect the 
remaining provisions which shall be construed and enforced as if the illegal or invalid 
provisions had never been included. 

P. Acceptance. The Trustee hereby accepts this Trust and agrees to 
hold the Trust Assets existing on the date of this Agreement and all additions and 
accretions thereto subject to all the terms and conditions of this Agreement which shall 
be interpreted and construed under the laws of the United States and the State of 
California. 

Q. Construction. This Trust shall be construed, administered, and 
governed in all respects under applicable law, and to the extent that federal law is 
inapplicable, under the laws of the State of California; provided, however, that if any 
provision is susceptible to more than one interpretation, such interpretation shall be 
given thereto as is consistent with this Plan being an employees’ plan within the 
meaning of Section 401 of the Code. If any provision of this instrument shall be held by 
a court of competent jurisdiction to be invalid or unenforceable, the remaining provisions 
hereof shall continue to be fully effective. 

R. Counterparts. This Agreement may be executed simultaneously in 
two or more counterparts, each of which shall be deemed an original, but all of which 
together constitute one and the same instrument. 
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IN WITNESS WHEREOF, the Employer and the Trustee have caused this 
Agreement to be executed in duplicate this ____ day of January, 2015. 

 
EMPLOYER 

MUNICIPAL WATER DISTRICT OF ORANGE 
COUNTY 

By: _____________________________ 

 

 

By: _____________________________ 

 

TRUSTEE:  
 

BOARD OF DIRECTORS OF MUNICIPAL 
WATER DISTRICT OF ORANGE COUNTY 

 

By: _____________________________ 

 

 

 

By: _____________________________ 

 

 
 

APPROVED AS TO FORM AND CONTENT: 
 
BEST BEST & KRIEGER LLP 
 
 
 
By:______________________________ 
 Attorneys for Employer 
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Budgeted (Y/N):  N/A Budgeted amount:  N/A Core __ Choice _X_ 

Action item amount:  N/A Line item:  N/A 

Fiscal Impact (explain if unbudgeted):  N/A 
 

 

Item No. 5 
 

 
 

ACTION ITEM 
January 21, 2015 

 
TO: Board of Directors 
 
FROM: Administration & Finance Committee 
 (Directors Thomas, Finnegan & Osborne) 
 
 Robert Hunter  Staff Contact:   J. Berg 
 General Manager     WUE Programs Manager  
 
SUBJECT: Bureau of Reclamation WaterSMART Grant Resolution 
 
STAFF RECOMMENDATION 
 
Staff recommends the Board of Directors adopt the proposed resolution in support of 
MWDOC’s 2015 WaterSMART: Water and Energy Efficiency grant application to be 
submitted to the Bureau of Reclamation by January 23, 2015. 
 
COMMITTEE RECOMMENDATION 
 
Committee recommends (To be determined at Committee Meeting) 
 
 
DETAILED REPORT 
 
In October 2014, the Bureau of Reclamation released its “WaterSMART: Water and 
Energy Efficiency Grants for FY2015” Funding Opportunity Announcement (FOA).  The 
objective of this announcement is to invite proposals to leverage investments and 
resources by cost sharing with Reclamation on projects that save water, improve energy 
efficiency, address endangered species and other environmental issues, and facilitate 
water transfers to new uses.  A total of $19 million is available for project awards within 
the 17 western states.  The Bureau has established two funding groups: Group 1 
includes projects that will be awarded up to $300,000 each; and Group 2 includes 
projects that will be awarded up to $1 million each. 
 
Staff will be submitting an application for a Water Smart Landscape Project: 
Comprehensive Landscape Water Use Efficiency Program.  The FOA requires all 
applications to include an official Board Resolution supporting the grant application.  
The proposed Resolution containing the required content is attached for your 
consideration.   
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 RESOLUTION NO ______ 
RESOLUTION OF THE BOARD OF DIRECTORS OF MUNICIPAL WATER DISTRICT 
OF ORANGE COUNTY SUPPORTING A BUREAU OF RECLAMATION 2015 WATER 

SMART: WATER AND ENERGY EFFICIENCY GRANT APPLICATION  
 
 WHEREAS, the Municipal Water District of Orange County submitted an 
application to the Bureau of Reclamation for funding for an Water Smart Landscape 
Program: Comprehensive Landscape Water Use Efficiency Program to improve urban 
landscape water use efficiency in the Municipal Water District of Orange County service 
area,  
 

WHEREAS, the Municipal Water District of Orange County is committed to 
developing and implementing a comprehensive water use efficiency program designed 
to meet our local water supply reliability goals, comply with the Best Management 
Practices for urban water conservation in California, and exceed the Governor’s call for 
a 20% reduction in urban per capita water use by 2020,  

 
NOW, THEREFORE, BE IT RESOLVED, that the Municipal Water District of 

Orange County Board of Directors designates Robert J. Hunter, General Manager, as 
the official who has reviewed and supports the application submittal and the legal 
authority to enter into an agreement on behalf of the District, and designates Joseph M. 
Berg, Water Use Efficiency Programs Manager, as the District’s representative to sign 
the progress reports and approve reimbursement claims. 

 
NOW, THEREFORE, BE IT FURTHER RESOLVED, that the Municipal Water 

District of Orange County Board of Directors assures its capability to provide the 
amount of funding and in-kind contributions specified in the funding plan. 
 

NOW, THEREFORE, BE IT FURTHER RESOLVED, that the Municipal Water 
District of Orange County will work with Reclamation to meet established deadlines for 
entering into a cooperative agreement. 
 

Said Resolution was adopted on January 21, 2015, by the following roll call vote: 
 
AYES:   
NOES:   
ABSENT:   
ABSTAIN:  
 

I HEREBY CERTIFY the foregoing is a full, true, and correct copy of 
Resolution No. ____ adopted by the Board of Directors of Municipal Water District of 
Orange County at its meeting held on January 21, 2015. 

 
 

___________________________________                                      
Maribeth Goldsby, Secretary 
Municipal Water District of Orange County 
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Budgeted (Y/N):  NA Budgeted amount:  NA Core _x_ Choice __ 

Action item amount:  NA Line item:   

Fiscal Impact (explain if unbudgeted):   

 

 

Item No. 6 
 

 
 
 

ACTION ITEM 
January 14, 2015 

 
 
TO: Board of Directors 
 
FROM: Administration & Finance Committee 
 (Directors Thomas, Osborne, Finnegan) 
 
 Robert J. Hunter    
 General Manager 
 
 Staff Contact: Harvey De La Torre 
 
SUBJECT: AUTHORIZE THE GENERAL MANAGER TO DEVELOP A TEN-YEAR 

PURCHASE COMMITMENT WITH ORANGE COUNTY WATER DISTRICT; 
AND SIGN A PURCHASE ORDER WITH METROPOLITAN WATER 
DISTRICT  

 
 
STAFF RECOMMENDATION 
 
Authorize the MWDOC General Manager and General Counsel to (1) develop and enter 
into a ten-year purchase commitment with Orange County Water District (OCWD); and 
sign a new ten-year Purchase Order with Metropolitan which will increase our Tier 1 
maximum to 321,635 AFY and Purchase Order Commitment to 214,423 AFY (As shown 
in Attachment A). 
 
If a purchase commitment with OCWD does not occur, (2) the MWDOC Board 
authorizes the MWDOC General Manager and General Counsel to sign a ten-year 
Purchase Order with Metropolitan which maintains our existing Tier 1 maximum of 
280,592 AFY and Purchase Order Commitment of 148,616 AFY (As shown in 
Attachment B). 
 
 
COMMITTEE RECOMMENDATION 
 
Committee recommends (To be determined at Committee Meeting) 
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REPORT 
 
On November 2014, the Metropolitan Board approved terms for member agencies to 
sign a new ten-year Purchase Order (PO), effective January 1, 2015 to December 31, 
2025. As part of the new terms, member agencies can select between retaining their 
current PO Tier 1 maximum amount and existing commitment level OR seek a new 
updated PO which increases both the Tier 1 maximum amount and commitment level.  
Below are MWDOC’s terms for both options: 
 
 
 

“Current” 
Purchase Order

Optional 
Updated “New” 
Purchase Order 

Difference 

Base Year Amount1 311,769 AF 357,372 AF +45,603 AF

Tier 1 Maximum 
(90% of the Base)

280,592 AF 321,635 AF +41,043 AF

Purchase Order Commitment
(60% of the Base) 148,616 AF2 214,423 AF +65,807 AF

[1] “Current Base” is the highest purchases of imported water from the FY 1990 to 2002 and the “Update Base” is the 
highest purchases of imported water from FY 2003 to 2014 
[2] The “Current” Purchase Order Commitment amount is tied to 60% of the Original Base Year of 247,693 AF. The 
Base Year Amount increased to 311,769 AF when MWD discontinued both the Interim Water Agricultural Program 
and the Replenishment Program and shifted these interruptible sales to firm full service sales.        

 
Last month, staff indicated to the MWDOC Board that it was recommended to have 
MWDOC select the PO with the Current Tier 1 Maximum and Purchase Order 
Commitment level, unless OCWD plans to make large purchases of imported water on 
a consistent basis over the next ten year to avoid possible Tier 2 purchases. 
 
Through our discussions with OCWD staff these past weeks, we have come to the 
understanding that they plan to purchase approximately 65,000 AF per year; and 
believe the higher Tier 1 Maximum amount would provide them more flexibility in 
meeting their recharge needs.  However, in selecting the higher PO MWDOC would be 
committed to purchase on average 214,423 AFY over the ten-year period.  Due to 
recent increases in the Basin Pumping Percentage (BPP), the 20% by 2020 state 
requirement, and further local resource development and water use efficiency efforts in 
the county, MWDOC would need a guarantee from OCWD that they would purchase 
enough imported water over the next ten-years to help us meet the new increase PO 
commitment amount.  For in the last six years, MWDOC’s actual total imported water 
sales have only exceed the 214,423 AF level twice.  Therefore, to mitigate the risk of 
not meeting the new increase PO commitment amount MWDOC would need to have a 
purchase commitment with OCWD.               
 
The key provisions of a purchase commitment with OCWD would include: 
 

 An effective date of January 1, 2015 thru December 31, 2024 
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 OCWD will commit to purchase imported water over the ten year period to 
ensure MWDOC meets its new purchase order commitment of 2,144,230 AF 
(214,423 AF x 10 years) at the end of the term  

 OCWD will not be obligated to purchase more than 650,000 AF over the ten-year 
term  

 If at the end of the ten-year term, MWDOC does not meet the purchase order 
commitment of 2,144,230 AF, OCWD will pay the unmet commitment amount – 
not to exceed the total ten-year obligation of 650,000 AF 

 If MWDOC meets the total ten-year purchase commitment of 2,144,230 AF 
without OCWD purchasing the full 650,000 AF, then OCWD is not obligated to 
purchase the remaining balance of their commitment 

 
An agreement between OCWD would provide them with the flexibility to make large 
purchases of imported water without incurring Tier 2 charges while ensuring MWDOC 
will meet its new purchase commitment with MWD at the end of the ten-year period. 
Therefore, we recommend the Board authorizes the MWDOC General Manager 
and General Counsel to develop and enter into a ten-year purchase commitment 
with OCWD; and sign a new ten-year Purchase Order with MWD which will 
increase our Tier 1 maximum to 321,635 AFY and Purchase Order Commitment to 
214,423 AFY (As shown in Attachment A). 
 
If a purchase commitment with OCWD does not occur, the MWDOC Board 
authorizes the MWDOC General Manager and General Counsel to sign a ten-year 
Purchase Order with MWD retaining our existing Tier 1 maximum of 280,592 AFY 
and a Purchase Order Commitment of 148,616 AFY (As shown in Attachment B). 
 
 
Attachments: 
 

 Attachment A – New Ten-Year Purchase Order with MWD and MWDOC with a 
Tier 1 maximum of 321,635 AFY and a Purchase Order Commitment of 214,423 
AFY 

 
 Attachment B - New Ten-Year Purchase Order with MWD and MWDOC retaining 

our existing Tier 1 maximum of 280,592 AFY and a Purchase Order Commitment 
of 148,616 AFY 
 

 MWDOC General Manager’s letter to OCWD’s General Manager on Purchase 
Commitment Terms, January 6, 2015 
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PURCHASE ORDER FOR SYSTEM WATER TO BE PROVIDED BY  
THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA 

PURCHASER: 
MUNICIPAL WATER DISTRICT OF ORANGE 
COUNTY 

TERM
10 years:  January 1, 2015 – December 31, 
2024

INITIAL BASE PERIOD DEMAND:   
357,372 acre-feet 

EFFECTIVE DATE: 
January 1, 2015 

INITIAL TIER 1 MAXIMUM—Annual 
Average:
321,635 acre-feet 

INITIAL TIER 1 MAXIMUM—Cumulative: 
3,216,350 acre-feet 

PURCHASE ORDER COMMITMENT—
Annual Average: 
214,423 acre-feet 

PURCHASE ORDER COMMITMENT—
Cumulative:
2,144,230 acre-feet 

Definitions of capitalized terms used in this Purchase Order are provided in Attachment 
1.  Terms used in this Purchase Order and not defined in Attachment 1 are defined in 
Metropolitan’s Administrative Code. 

COMMITMENT TO PURCHASE:  
In consideration of Purchaser’s commitment to purchase System Water pursuant to this 

Purchase Order, Metropolitan agrees to sell such System Water to Purchaser during the Term 
at the Tier 1 Supply Rate in an amount up to the Tier 1 Maximum—Cumulative.  All System 
Water sold to Purchaser during the Term in an amount greater than the Tier 1 Maximum—
Cumulative shall be sold to the Purchaser at the Tier 2 Supply Rate.  In connection with the 
purchase of System Water, the Purchaser also agrees to pay all other applicable rates and 
charges, as established by Metropolitan from time to time.  The rates and charges applicable to 
System Water as of the Effective Date are shown in Attachment 2. 

If Purchaser’s applicable System Water purchases during the Term exceed Purchaser’s 
Tier 1 Maximum, Purchaser may elect to: 

a.) Subject to the provisions of paragraph c) below, pay any Tier 2 Supply  
Rate obligations at the end of the Term, in an amount equal to the 
difference between the Purchaser’s applicable System Water purchases 
and the Tier 1 Maximum—Cumulative during the Term times the average 
of the Tier 2 Supply Rate in effect during the Term; or, 

b.) Pay any Tier 2 Supply Rate obligations annually as purchases are 
incurred, in an amount equal to the difference between the Purchaser’s 
applicable annual System Water purchases and the Tier 1 Maximum—
Annual times the Tier 2 Supply Rate in effect during the calendar year.   A 
true-up at the end of the Term will be performed to ensure that the 
Purchaser has received all Tier 1 Maximum—Cumulative purchases 
allowed by the Purchase Order. 
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c.) If, after the end of the first five years, Purchaser has accrued a cumulative 
Tier 2 Supply Rate obligation, Purchaser may elect to pay the initial five 
year cumulative Tier 2 Supply Rate obligation (i) in full at the end of year 
five of the Term, (ii) amortize it in five equal installments over the 
remaining five calendar years of the Term, or (iii) pay it at the end of the 
Term.  Commencing in year 6 of the Term, Purchaser shall pay any 
additional Tier 2 Supply Rate obligation annually. 

Purchaser agrees to purchase System Water from Metropolitan during the Term in an 
amount not less than the Purchase Order Commitment.  If Purchaser’s applicable System Water 
purchases during the Term are less than the Purchase Order Commitment, each acre-foot of 
unmet commitment will be reduced by the amount of production from a local resource project, 
measured in acre-feet, that commences operation on or after January 1, 2014.  A local resource 
project includes any project type as approved by the Board.   

Purchaser agrees to pay Metropolitan an amount equal to the difference between the 
sum total in acre-feet of water of the Purchase Order Commitment (minus the amount reduced 
by the amount of production from a local resource project) and the sum total in acre-feet of 
water of Purchaser’s applicable System Water purchases during the Term, times the average of 
the Tier 1 Supply Rate in effect during the Term.

Purchaser agrees to pay all amounts owing to Metropolitan, whether to satisfy a 
Purchase Order Commitment or a Tier 2 Supply Rate obligation, within the next regular billing 
cycle following the reconciliation of all certifications for special programs that the Purchaser may 
participate in.  The Purchaser may elect to pay such amount in twelve equal monthly payments 
over the course of the next twelve months beginning with the first regular billing cycle following 
the reconciliation of all outstanding certifications for special programs.  If the Purchaser elects to 
pay such amount over the course of the next twelve months following the regular billing cycle 
any outstanding balance shall bear interest at Metropolitan's then current investment portfolio 
average yield. All other amounts payable under this Purchase Order shall be billed and paid in 
accordance with the Administrative Code. 

WATER SERVICE: 
Conditions of water service by Metropolitan to the Purchaser, including but not limited to 

(i) delivery points, (ii) water delivery schedules, and (iii) water quality, will be determined in 
accordance with Chapter 5 (Section 4500 through 4514, inclusive, as applicable) of 
Metropolitan's Administrative Code. 

In accordance with its Administrative Code, Metropolitan shall use its reasonable best 
efforts to supply System Water in the quantities requested by the Purchaser, but is not obligated 
to dedicate any portion of System capacity for the conveyance, distribution, storage or treatment 
of System Water for the benefit of the Purchaser or any other member agency.  Metropolitan 
shall use its reasonable best efforts to deliver the System Water when needed by the Purchaser 
during the Term; provided however, there shall be no default under this Purchase Order if 
Metropolitan fails to deliver water to the Purchaser in accordance with any such schedule of 
deliveries during the Term.  

By execution of this Purchase Order, the Purchaser recognizes and agrees that it 
acquires no interest in or to any portion of the System or any other Metropolitan facilities or 
supplies, or any right to receive water delivered through the System, excepting the right to 
purchase up to Purchaser's Tier 1 Maximum—Cumulative at the Tier 1 Supply Rate provided 
that System Water is available.  This Purchase Order governs pricing of the System Water 
delivered to the Purchaser pursuant to this Purchase Order and does not confer any entitlement 
to receive System Water. 
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System Water provided to the Purchaser under the terms of this Purchase Order shall 
be subject to reduction in accordance with the shortage allocation provisions of the Water 
Surplus and Drought Management Plan (the “WSDM Plan”) or other such policies and principles 
governing the allocation of System Water as adopted by the Board.  

In the event that Metropolitan's Board or General Manager determines to reduce, 
interrupt or suspend deliveries of System Water, any outstanding balance of the Purchase 
Order Commitment at the end of the Term shall be reduced by the Purchase Order 
Commitment—Annual Average for each and every fiscal or calendar year that a reduction, 
interruption or suspension occurred.  

MISCELLANEOUS: 
This Purchase Order will be interpreted, governed and enforced in accordance with the 

laws of the State of California. 
This Purchase Order will apply to and bind the successors and assigns of the Purchaser 

and Metropolitan. 
No assignment or transfer of the rights of the Purchaser under this Purchase Order will 

be valid and effective against Metropolitan or the Purchaser without the prior written consent of 
Metropolitan and the Purchaser. 

If at any time during the Term, by reason of error in computation or other causes, there 
is an overpayment or underpayment to Metropolitan by the Purchaser of the charges provided 
for under this Purchase Order, which overpayment or underpayment is not accounted for and 
corrected in the annual re-determination or reconciliation of said charges, the amount of such 
overpayment or underpayment shall be credited or debited, as the case may be, to the 
Purchaser.  Metropolitan will notify the Purchaser in writing regarding the amount of such credit 
or debit, as the case may be.  In no case will credits or debits for charges provided for under this 
Purchase Order be administered beyond the limit for billing adjustments as specified in 
Metropolitan's Administrative Code.
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IN WITNESS WHEREOF, this Purchase Order is executed by the duly authorized 
officers of the Metropolitan Water District of Southern California and Municipal Water District of 
Orange County, as of December __, 2014. 

THE METROPOLITAN WATER DISTRICT OF 
SOUTHERN CALIFORNIA 

By:       
 Jeffrey Kightlinger 
 General Manager 

MUNICIPAL WATER DISTRICT OF 
ORANGE COUNTY 

By:       

[Title]   ______________________________ 

APPROVED AS TO FORM AND CONTENT:  

________________________________
General Counsel 

By:       

________________________________
General Counsel 

By:       
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Attachment 1 
Purchase Order for System Water 

DEFINITIONS 

“Act” means the Metropolitan Water District Act, California Statutes 1969, Chapter 209, 
as amended and supplemented from time to time.

 “Demand” means the Purchaser’s purchases of System Water supplies, including full 
service, seasonal shift, Conjunctive Use Program, Surface Storage Operating Agreement water, 
Recharge and Recovery Operating Agreement water, or any other water program deemed to be 
a purchase of System Water.  

“Effective Date” means the effective date of this Purchase Order as specified above. 

“Metropolitan” means The Metropolitan Water District of Southern California.

“Purchase Order Commitment” means: 
i). if the Purchaser elects option a) under the Base Period Demand as defined in 

section 4122 of the Administrative Code, then 60% of the Purchaser’s Initial Base Firm 
Demand times 10; or 

ii). if the Purchaser elects option b) under the Base Period Demand, then 60% of 
the Purchaser’s highest fiscal year Demand during the period from fiscal year 2002/03 
through fiscal year 2013/14,  times 10. 

“Purchase Order” means this Purchase Order for System Water. 

“Purchaser” means the member public agency specified above, a duly organized 
[city/water district/county water authority] of the State of California. 

“System” means the properties, works and facilities operated and/or financed by 
Metropolitan necessary for the supply, development, storage, conveyance, distribution, 
treatment or sale of water. 

“System Water” means water supplies developed by Metropolitan and delivered to the 
Purchaser through the System or other means (e.g. conjunctive use storage).  

“Term” means the term of this Purchase Order as specified above. 

“Tier 1 Maximum—Annual” means an amount equal to 90% of the Base Period 
Demand. 

“Tier 1 Maximum—Cumulative” means an amount equal to the sum of the Tier 1 
Maximum—Annual amounts during the Term. 

“Tier 1 Supply Rate” means Metropolitan’s per-acre-foot Tier 1 Supply Rate, as 
determined from time to time by Metropolitan’s Board of Directors.  The Tier 1 Rate effective 
January 1, 2015, is $158/AF. 
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“Tier 2 Supply Rate” means Metropolitan’s per-acre-foot Tier 2 Supply Rate, as 
determined from time to time by Metropolitan’s Board of Directors. The Tier 2 Rate effective 
January 1, 2015, is $290/AF. 

“Water Surplus and Drought Management Plan (WSDM)” means Metropolitan’s 
policy and procedures for managing supplies and drought conditions as adopted by the Board 
from time to time. 
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Attachment 2 
Purchase Order for System Water

RATES AND CHARGES 

 Effective 
January 1, 2015 

Effective
January 1, 2016 

Tier 1 Supply Rate ($/AF) $158 $156 
Tier 2 Supply Rate ($/AF) $290 $290 
System Access Rate 
($/AF)

$257 $259 

System Power Rate 
($/AF)

$126 $138 

Water Stewardship Rate 
($/AF)

$41 $41 

Full Service Untreated 
Rate ($/AF): 
     Tier 1 $582 $594 
     Tier 2 $714 $728 
   
Treatment Surcharge 
($/AF)

$341 $348 

Full Service Treated Rate 
($/AF):
     Tier 1 $923 $942 
     Tier 2 $1,055 $1,076 
   
Readiness-to-Serve
Charge ($ millions) 

$158 $153 

Capacity Charge ($/cfs) $11,100 $10,900 
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PURCHASE ORDER FOR SYSTEM WATER TO BE PROVIDED BY  
THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA 

PURCHASER: 
MUNICIPAL WATER DISTRICT OF ORANGE 
COUNTY 

TERM
10 years:  January 1, 2015 – December 31, 
2024

INITIAL BASE PERIOD DEMAND:   
311,769 acre-feet 

EFFECTIVE DATE: 
January 1, 2015 

INITIAL TIER 1 MAXIMUM—Annual 
Average:
280,592 acre-feet 

INITIAL TIER 1 MAXIMUM—Cumulative: 
2,805,920 acre-feet 

PURCHASE ORDER COMMITMENT—
Annual Average: 
148,616 acre-feet 

PURCHASE ORDER COMMITMENT—
Cumulative:
1,486,160 acre-feet 

Definitions of capitalized terms used in this Purchase Order are provided in Attachment 
1.  Terms used in this Purchase Order and not defined in Attachment 1 are defined in 
Metropolitan’s Administrative Code. 

COMMITMENT TO PURCHASE:  
In consideration of Purchaser’s commitment to purchase System Water pursuant to this 

Purchase Order, Metropolitan agrees to sell such System Water to Purchaser during the Term 
at the Tier 1 Supply Rate in an amount up to the Tier 1 Maximum—Cumulative.  All System 
Water sold to Purchaser during the Term in an amount greater than the Tier 1 Maximum—
Cumulative shall be sold to the Purchaser at the Tier 2 Supply Rate.  In connection with the 
purchase of System Water, the Purchaser also agrees to pay all other applicable rates and 
charges, as established by Metropolitan from time to time.  The rates and charges applicable to 
System Water as of the Effective Date are shown in Attachment 2. 

If Purchaser’s applicable System Water purchases during the Term exceed Purchaser’s 
Tier 1 Maximum, Purchaser may elect to: 

a.) Subject to the provisions of paragraph c) below, pay any Tier 2 Supply  
Rate obligations at the end of the Term, in an amount equal to the 
difference between the Purchaser’s applicable System Water purchases 
and the Tier 1 Maximum—Cumulative during the Term times the average 
of the Tier 2 Supply Rate in effect during the Term; or, 

b.) Pay any Tier 2 Supply Rate obligations annually as purchases are 
incurred, in an amount equal to the difference between the Purchaser’s 
applicable annual System Water purchases and the Tier 1 Maximum—
Annual times the Tier 2 Supply Rate in effect during the calendar year.   A 
true-up at the end of the Term will be performed to ensure that the 
Purchaser has received all Tier 1 Maximum—Cumulative purchases 
allowed by the Purchase Order. 
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c.) If, after the end of the first five years, Purchaser has accrued a cumulative 
Tier 2 Supply Rate obligation, Purchaser may elect to pay the initial five 
year cumulative Tier 2 Supply Rate obligation (i) in full at the end of year 
five of the Term, (ii) amortize it in five equal installments over the 
remaining five calendar years of the Term, or (iii) pay it at the end of the 
Term.  Commencing in year 6 of the Term, Purchaser shall pay any 
additional Tier 2 Supply Rate obligation annually. 

Purchaser agrees to purchase System Water from Metropolitan during the Term in an 
amount not less than the Purchase Order Commitment.  If Purchaser’s applicable System Water 
purchases during the Term are less than the Purchase Order Commitment, each acre-foot of 
unmet commitment will be reduced by the amount of production from a local resource project, 
measured in acre-feet, that commences operation on or after January 1, 2014.  A local resource 
project includes any project type as approved by the Board.   

Purchaser agrees to pay Metropolitan an amount equal to the difference between the 
sum total in acre-feet of water of the Purchase Order Commitment (minus the amount reduced 
by the amount of production from a local resource project) and the sum total in acre-feet of 
water of Purchaser’s applicable System Water purchases during the Term, times the average of 
the Tier 1 Supply Rate in effect during the Term.

Purchaser agrees to pay all amounts owing to Metropolitan, whether to satisfy a 
Purchase Order Commitment or a Tier 2 Supply Rate obligation, within the next regular billing 
cycle following the reconciliation of all certifications for special programs that the Purchaser may 
participate in.  The Purchaser may elect to pay such amount in twelve equal monthly payments 
over the course of the next twelve months beginning with the first regular billing cycle following 
the reconciliation of all outstanding certifications for special programs.  If the Purchaser elects to 
pay such amount over the course of the next twelve months following the regular billing cycle 
any outstanding balance shall bear interest at Metropolitan's then current investment portfolio 
average yield. All other amounts payable under this Purchase Order shall be billed and paid in 
accordance with the Administrative Code. 

WATER SERVICE: 
Conditions of water service by Metropolitan to the Purchaser, including but not limited to 

(i) delivery points, (ii) water delivery schedules, and (iii) water quality, will be determined in 
accordance with Chapter 5 (Section 4500 through 4514, inclusive, as applicable) of 
Metropolitan's Administrative Code. 

In accordance with its Administrative Code, Metropolitan shall use its reasonable best 
efforts to supply System Water in the quantities requested by the Purchaser, but is not obligated 
to dedicate any portion of System capacity for the conveyance, distribution, storage or treatment 
of System Water for the benefit of the Purchaser or any other member agency.  Metropolitan 
shall use its reasonable best efforts to deliver the System Water when needed by the Purchaser 
during the Term; provided however, there shall be no default under this Purchase Order if 
Metropolitan fails to deliver water to the Purchaser in accordance with any such schedule of 
deliveries during the Term.  

By execution of this Purchase Order, the Purchaser recognizes and agrees that it 
acquires no interest in or to any portion of the System or any other Metropolitan facilities or 
supplies, or any right to receive water delivered through the System, excepting the right to 
purchase up to Purchaser's Tier 1 Maximum—Cumulative at the Tier 1 Supply Rate provided 
that System Water is available.  This Purchase Order governs pricing of the System Water 
delivered to the Purchaser pursuant to this Purchase Order and does not confer any entitlement 
to receive System Water. 
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System Water provided to the Purchaser under the terms of this Purchase Order shall 
be subject to reduction in accordance with the shortage allocation provisions of the Water 
Surplus and Drought Management Plan (the “WSDM Plan”) or other such policies and principles 
governing the allocation of System Water as adopted by the Board.  

In the event that Metropolitan's Board or General Manager determines to reduce, 
interrupt or suspend deliveries of System Water, any outstanding balance of the Purchase 
Order Commitment at the end of the Term shall be reduced by the Purchase Order 
Commitment—Annual Average for each and every fiscal or calendar year that a reduction, 
interruption or suspension occurred.  

MISCELLANEOUS: 
This Purchase Order will be interpreted, governed and enforced in accordance with the 

laws of the State of California. 
This Purchase Order will apply to and bind the successors and assigns of the Purchaser 

and Metropolitan. 
No assignment or transfer of the rights of the Purchaser under this Purchase Order will 

be valid and effective against Metropolitan or the Purchaser without the prior written consent of 
Metropolitan and the Purchaser. 

If at any time during the Term, by reason of error in computation or other causes, there 
is an overpayment or underpayment to Metropolitan by the Purchaser of the charges provided 
for under this Purchase Order, which overpayment or underpayment is not accounted for and 
corrected in the annual re-determination or reconciliation of said charges, the amount of such 
overpayment or underpayment shall be credited or debited, as the case may be, to the 
Purchaser.  Metropolitan will notify the Purchaser in writing regarding the amount of such credit 
or debit, as the case may be.  In no case will credits or debits for charges provided for under this 
Purchase Order be administered beyond the limit for billing adjustments as specified in 
Metropolitan's Administrative Code.
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IN WITNESS WHEREOF, this Purchase Order is executed by the duly authorized 
officers of the Metropolitan Water District of Southern California and Municipal Water District of 
Orange County, as of December __, 2014. 

THE METROPOLITAN WATER DISTRICT OF 
SOUTHERN CALIFORNIA 

By:       
 Jeffrey Kightlinger 
 General Manager 

MUNICIPAL WATER DISTRICT OF 
ORANGE COUNTY 

By:       

[Title]   ______________________________ 

APPROVED AS TO FORM AND CONTENT:  

________________________________
General Counsel 

By:       

________________________________
General Counsel 

By:       
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Attachment 1 
Purchase Order for System Water 

DEFINITIONS 

“Act” means the Metropolitan Water District Act, California Statutes 1969, Chapter 209, 
as amended and supplemented from time to time.

 “Demand” means the Purchaser’s purchases of System Water supplies, including full 
service, seasonal shift, Conjunctive Use Program, Surface Storage Operating Agreement water, 
Recharge and Recovery Operating Agreement water, or any other water program deemed to be 
a purchase of System Water.  

“Effective Date” means the effective date of this Purchase Order as specified above. 

“Metropolitan” means The Metropolitan Water District of Southern California.

“Purchase Order Commitment” means: 
i). if the Purchaser elects option a) under the Base Period Demand as defined in 

section 4122 of the Administrative Code, then 60% of the Purchaser’s Initial Base Firm 
Demand times 10; or 

ii). if the Purchaser elects option b) under the Base Period Demand, then 60% of 
the Purchaser’s highest fiscal year Demand during the period from fiscal year 2002/03 
through fiscal year 2013/14,  times 10. 

“Purchase Order” means this Purchase Order for System Water. 

“Purchaser” means the member public agency specified above, a duly organized 
[city/water district/county water authority] of the State of California. 

“System” means the properties, works and facilities operated and/or financed by 
Metropolitan necessary for the supply, development, storage, conveyance, distribution, 
treatment or sale of water. 

“System Water” means water supplies developed by Metropolitan and delivered to the 
Purchaser through the System or other means (e.g. conjunctive use storage).  

“Term” means the term of this Purchase Order as specified above. 

“Tier 1 Maximum—Annual” means an amount equal to 90% of the Base Period 
Demand. 

“Tier 1 Maximum—Cumulative” means an amount equal to the sum of the Tier 1 
Maximum—Annual amounts during the Term. 

“Tier 1 Supply Rate” means Metropolitan’s per-acre-foot Tier 1 Supply Rate, as 
determined from time to time by Metropolitan’s Board of Directors.  The Tier 1 Rate effective 
January 1, 2015, is $158/AF. 
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“Tier 2 Supply Rate” means Metropolitan’s per-acre-foot Tier 2 Supply Rate, as 
determined from time to time by Metropolitan’s Board of Directors. The Tier 2 Rate effective 
January 1, 2015, is $290/AF. 

“Water Surplus and Drought Management Plan (WSDM)” means Metropolitan’s 
policy and procedures for managing supplies and drought conditions as adopted by the Board 
from time to time. 
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Attachment 2 
Purchase Order for System Water

RATES AND CHARGES 

 Effective 
January 1, 2015 

Effective
January 1, 2016 

Tier 1 Supply Rate ($/AF) $158 $156 
Tier 2 Supply Rate ($/AF) $290 $290 
System Access Rate 
($/AF)

$257 $259 

System Power Rate 
($/AF)

$126 $138 

Water Stewardship Rate 
($/AF)

$41 $41 

Full Service Untreated 
Rate ($/AF): 
     Tier 1 $582 $594 
     Tier 2 $714 $728 
   
Treatment Surcharge 
($/AF)

$341 $348 

Full Service Treated Rate 
($/AF):
     Tier 1 $923 $942 
     Tier 2 $1,055 $1,076 
   
Readiness-to-Serve
Charge ($ millions) 

$158 $153 

Capacity Charge ($/cfs) $11,100 $10,900 
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Budgeted (Y/N):  N/A Budgeted amount:   Core __ Choice __ 

Action item amount:   Line item:   

Fiscal Impact (explain if unbudgeted):   

 

Item No. 7 
 

 
INFORMATION ITEM 

January 14, 2015 
 
 
TO: Administration & Finance Committee 
 (Directors Thomas, Osborne, Finnegan) 
 
 
FROM: Robert Hunter, General Manager  Staff Contact:  Maribeth Goldsby 
 
 
SUBJECT: ACWA/JPIA EXECUTIVE COMMITTEE ELECTION 
 
STAFF RECOMMENDATION 
 
Staff recommends the Administration & Finance Committee: receive and file the report. 
 
 
 
COMMITTEE RECOMMENDATION 
 
Committee recommends (To be determined at Committee Meeting) 
 
 
DETAILED REPORT 
 
 
The Association of California Water Agencies Joint Powers Insurance Authority 
(ACWA/JPIA) will conduct an Executive Committee election during its Board of Directors 
meeting on May 4, 2015 at the spring conference in Sacramento,  The election will fill five 
Executive Committee member positions; four are for a four-year term each, and one 
position is for two years (the remainder of its current term). 
 
Candidates for the election must be elected or appointed directors of the JPIA member that 
they represent and must have been appointed by that member to be on the JPIA’s Board of 
Directors.  Further, the candidates for the election must also be representatives of JPIA 
members that participate in all four of the JPIA’s programs:  liability, property, worker’s 
compensation, and employee benefits.  As a result of MWDOC’s withdrawal from the JPIA 
worker’s compensation program, MWDOC Directors are not eligible for nomination to the 
Executive Committee.  
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To: JPIA Directors, Alternates, and Others 

From: Sylvia Robinson, Publications & Web Editor 

Date: January 7, 2015 

Subject: 2015 Executive Committee Election Notice 

 
Notice is hereby given that there will be an Executive Committee election during the JPIA’s 
Board of Directors’ meeting to be held on May 4, 2015, at the spring conference in Sacramento, 
California. 
 
This election will fill five Executive Committee member positions. Four are for a four-year term 
each and one position is for two years, the remainder of its current term. 
 
The current incumbents are E.G. “Jerry” Gladbach, Castaic Lake WA; David Hodgin, Scotts 
Valley WD; and W.D. “Bill” Knutson, Yuima Municipal WD. 
 
Candidates for the election must be elected or appointed directors of the JPIA member that they 
represent and must have been appointed by that member to be on the JPIA's Board of 
Directors. Further, candidates for the election must also be representatives of JPIA members 
that participate in all four of the JPIA’s Programs: Liability, Property, Workers’ Compensation, 
and Employee Benefits. 
 
The candidates must also each receive concurring in nomination resolutions from three other 
JPIA members. However, JPIA members may concur in the nomination of as many candidates 
as they wish. When asking other JPIA members to concur in a nomination, it would be helpful to 
them to include some information about the Director and his/her background. 
 
The submission of the nominating resolution, the three concurring in nomination resolutions, 
and the candidate's statement of qualifications is the sole responsibility of the nominating 
member. These nominations must reach the JPIA by the close of business (4:30 pm) on Friday, 
March 20, 2015. Nominations may be mailed to the attention of Sylvia Robinson at the JPIA: P. 
O. Box 619082, Roseville, CA 95661-9082. 
 
Final notice of the qualified candidates will be included as part of the Board of Directors’ 
meeting packet, which will be mailed on or before April 20, 2015, to those who request a 
meeting packet.  
 
Use this link to find copies of this notice, the nominating procedures, and sample resolutions on 
the JPIA’s website. 
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 ACWA Joint Powers Insurance Authority 
 Nomination Procedures 
 
Approximately 120 Days before Election (January 7, 2015) 
 
All ACWA/JPIA Directors and Member Districts are to be notified of: 
 
A) Date and place of Election; 
B) Executive Committee positions and terms of office to be filled by Election; 
C) Incumbent office holders; and 
D) Nomination Procedures. 
 
120 to 45 Days before Election (January 7 – March 20, 2015) 
 
A) A district may place into nomination its member of the Board of Directors of 

ACWA/JPIA with the concurrence of three districts, then members of the 
ACWA/JPIA, in addition to the nominating district. 

B) Sample resolutions are available on the ACWA/JPIA website. 
C) The district is solely responsible for timely submission of the nominating 

resolution and the three additional concurring in nomination resolutions of its 
candidate for office. 

 
45 Days before Election (March 20, 2015) 
 
A) Deadline and location for receiving the nominating and concurring in nomination 

resolutions in the ACWA/JPIA office: 
 
  Friday – March 20, 2015 – 4:30 p.m. 
 
  Sylvia Robinson 
  Publications & Web Editor  
  ACWA/Joint Powers Insurance Authority 
  P. O. Box 619082 
  Roseville, CA 95661-9082 
  (srobinson@acwajpia.com) 
 
B) Candidates' statement of qualifications must be submitted, if desired, with the 

nominating resolutions. The statement of qualifications must be submitted on one 
side of an 8½ x 11" sheet of paper suitable for reproduction and distribution to all 
districts (MSWord or PDF documents preferred). 

 
14 Days before Election (April 20, 2015) 
 
Final notice of the upcoming Election of Executive Committee members will be included 
as part of the Board of Directors’ meeting packet. Final notice shall include: 
 
A) Date, Time, and Place of Election; 
B) Name and District of all qualified candidates; 
C) Candidate's statement of qualifications (if received); and 
D) Election Procedures and Rules. 
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Item 8 

MWDOC FY 2015-16 
Budget Preparation Schedule 

 
 

December 2014 
 Notification to Member Agencies of start of budget process and solicitation of input. 

 
January 2015 
 MWDOC staff begins preparation of budget hours and costs on program and line-item 

basis. 
 Review of five month actuals and fiscal year year-end projections. 
 Review budget adjustments for current fiscal year. 
 Preparation of DRAFT Conceptual Budget (review changes in budget for upcoming 

fiscal year). 
 

February 2015 
 Review budget issues with A&F Committee for feedback. 
 Review budget issues with Member Agencies for feedback. 
 Publish Official First Draft of Budget on or before March 1. 

 
March 2015 
 Publish Official First Draft of Budget on or before March 1. 
 Review Full Draft Budget with A&F Committee. 
 Formally request comments from all Member Agencies. 
 Member Agencies’ preliminary indication of participation in CHOICE Services. 
 DRAFT information completed on prior year WUE benefits to Member Agencies to 

serve as basis of charging agencies for the upcoming year for WUE activities. 
 Member Agencies confirm participation in CHOICE Services by March 15 (staff 

suggestion is to move this date to the end of April, allowing time for the Elected 
Officials meeting). 

 
April 2015 
 FINAL information completed on prior year WUE benefits to Member Agencies to 

serve as basis of charging agencies for the upcoming year for WUE activities. 
 Member Agencies’ submit Formal Comments about the Budget before April 15. 
 Review Final Draft Budget and MWDOC’s rates with Member Agencies. 
 Conduct meeting with Elected Officials from Member Agencies to discuss budget and 

other topics before the end of April. 
 Member Agencies confirm CHOICE Participation. 

 
May 2015 
 Final Draft Budget and Rates presented to A&F Committee. 
 Member Agencies’ Formal Comments presented to A&F Committee. 
 Board approval of FY2015-16 Budget and Rates. 
 If needed, the budget and rates can carry-over into June. 
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Budgeted (Y/N):  NA Budgeted amount:  NA Core x__ Choice __ 

Action item amount:   Line item:   

Fiscal Impact (explain if unbudgeted):   
 

 

Item No. 9 
 

 
 

INFORMATION ITEM 
January 14, 2015 

 
TO: Administration & Finance Committee 
 (Directors Thomas, Finnegan & Osborne) 
 
FROM: Robert Hunter, 
 General Manager 
 

Staff Contact:  Cathy Harris, Admin. Services Mgr./Hilary Chumpitazi, 
Accounting Manager   

 
SUBJECT: CALPERS Annual Valuation Report as of June 30, 2013  
 
 
STAFF RECOMMENDATION 
 
Staff recommends the Board of Directors receive and file the information as presented.   
      
 
COMMITTEE RECOMMENDATION 
 
Committee recommends (To be determined at Committee Meeting) 
 
 
DETAILED REPORT 
 
Attached for your information is the CalPERS Annual Valuation Report as of June 30, 2013.  
The report includes the following information:  

 MWDOC’s total PERS obligation (for Classic PERS Members) effective July 1, 2015 
will be 17.514% (last year’s rate was 18.522%).  

 The District’s contribution amount less the employee contribution will be 13.514% for 
Fiscal Year 2015-2016.   Attachment 1 shows MWDOC’s contribution rates from 
2004 through 2015-2016.   

 The District’s contribution amount (for PEPRA Members) effective July 1, 2015,  will 
be 6.237% (the 6.25% rate has been in effect since January 2013) 

 MWDOC’s current plan obligation as of June 30, 2013 is $7,189,485 and is 81.3% 
funded.  

 
CalPERS has implemented the following changes since the prior year’s valuation:  
 CalPERS transition to the new amortization and smoothing policy.  The new policy 

will utilize an amortization and smoothing policy that will account for all gains and 
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losses over a fixed 30-year period with rate increases/decreases spread over a 5-
year period.  

 All pooled plans were combined into two active pools, one for miscellaneous groups 
and one for safety groups.   

 Beginning with FY 2015/16, CalPERS will collect employer contributions toward the 
employers’ unfunded liability and side fund as dollar amounts instead of the prior 
method of a contribution rate.  Employers will be invoiced at the beginning of the 
fiscal year for their unfunded liability and side fund payments. 

 The impact of the PEPRA changes are included in June 30, 2013 valuation for the 
2015-16 rates.     

 The pool’s unfunded liability will be allocated to each individual plan based on the 
plan’s total liability rather than by the plan’s individual payroll.  This will allow 
employers to monitor their own unfunded liability and pay it down sooner if they 
choose.  The change in the allocation of unfunded liabilities will result in some 
employers paying more towards their unfunded liability and some paying less.       

 The CalPERS Board adopted a policy that continues to support a discount rate 
assumption of 7.5 percent. 

 The CalPERS Board approved several changes to its demographic assumptions, 
with the most significant one being mortality improvement, to acknowledge greater 
life expectancies.    New actuarial assumptions will be calculated in the 2014 
actuarial valuation and will be amortized over a 20-year period with a 5-year ramp 
up/ramp-down in accordance with CalPERS Board Policy.       

 
This information is being provided for receive and file.     
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CalPERS Actuarial Office 
P.O. Box 942709 
Sacramento, CA  94229-2709 
TTY: (877) 249-7442 
(888) CalPERS (or 888-225-7377) phone 
(916) 795-2744 fax   www.calpers.ca.gov 

 
November 2014 
 

Business Partner Name: Municipal Water District of Orange County  

CalPERS ID: 6497938438 
Rate Plan Name: PEPRA MISCELLANEOUS 

Rate Plan Identifier: 26684 
 

Re:  Fiscal Year 2015-2016 Employer and Employee Contribution Rate 
 

Dear Business Partner: 

 
The purpose of this letter is to inform you of your employer and employee contribution rate beyond June 

30, 2015. 
 

The current contribution rate for the above named rate plan is 6.250% of payroll for the employer and 

6.250% for the employee. For the fiscal year 2015-2016, the contribution rate will change to 6.237% 
of payroll for the employer and 6.250% for the employee.   

 
Below is a comparison of changes to your plan’s contribution rate: 

 

 Fiscal Year 
2014-2015 

 

Fiscal Year 
2015-2016 

 

Plan’s Net Employer Normal Cost 6.250% 6.237% 

Plan’s Surcharges for Class 1 Benefits 

 

 
0.000% 

 

 

0.000% 

 

Total Employer Rate 6.250% 6.237% 

Employee Contribution 6.250% 6.250% 

 

If you should have any further questions, please call the CalPERS Customer Contact Center at  

(888) CalPERS (or 888-225-7377).  
 

 
KERRY J. WORGAN, MAAA, FSA, FCIA 
Senior Pension Actuary, CalPERS 
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California Public Employees’ Retirement System 
Actuarial Office 
P.O. Box 942709 
Sacramento, CA  94229-2709 
TTY: (916) 795-3240  
(888) 225-7377 phone – (916) 795-2744 fax 
www.calpers.ca.gov 
 

 

 

 
 

October 2014 
 
 
 

MISCELLANEOUS PLAN OF THE MUNICIPAL WATER DISTRICT OF ORANGE COUNTY 
(CalPERS ID: 6497938438) 
Annual Valuation Report as of June 30, 2013 
 
Dear Employer, 
 
As an attachment to this letter, you will find a copy of the June 30, 2013 actuarial valuation 
report of your pension plan. Because this plan is in a risk pool and the CalPERS Board approved 
structural changes to risk pooling on May 21, 2014 you will notice some changes between your 
last actuarial report and this one. An overview of the changes to pooling is provided below and 
we urge you to carefully review the information provided in this report. 
 
Because this plan is in a risk pool, the following valuation report has been separated into two 
Sections: 
 

 Section 1 contains specific information for your plan, including the development of your 
pooled employer contributions and projected employer contributions, and 

 Section 2 contains the Risk Pool Actuarial Valuation appropriate to your plan, as of June 
30, 2013. 

 

Section 2 can be found on the CalPERS website at (www.calpers.ca.gov) then select in order 
“Employers”, “Actuarial, Risk Pooling & GASB 27 Information”, ”Risk Pooling”, ”Risk Pool Annual 
Valuation Reports”, then select the appropriate pool report. 
 
Your 2013 actuarial valuation report contains important actuarial information about your 
pension plan at CalPERS. Your CalPERS staff actuary, whose signature appears in the Actuarial 
Certification Section on page 1, is available to discuss your report with you after October 31, 
2014. 
 

Future Contribution Rates 
 

   Fiscal 
   Year 

Employer Normal  
Cost Rate + 

Employer Payment of 
Unfunded Liability 

2015-16    8.512%  $ 52,033 
2016-17 (projected)    8.9%  $ 63,940 

 

The exhibit above displays the Minimum Employer Contributions, before any cost sharing, for 
2015-16 along with estimates of the contributions for 2016-17. The estimated contributions for 
2016-17 are based on a projection of the most recent information we have available, including 
an estimated 18.0 percent investment return for fiscal 2013-14, the impact of the new 
amortization methods adopted by the CalPERS Board in April 2013 that will impact employer 
rates for the first time in 2015-16 and new actuarial assumptions adopted by the CalPERS 
Board in February 2014 that will impact rates for the first time in 2016-17. These new 
demographic assumptions include a 20-year projected improvement in mortality.  
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MISCELLANEOUS PLAN OF THE MUNICIPAL WATER DISTRICT OF ORANGE COUNTY 
(CalPERS ID: 6497938438) 
Annual Valuation Report as of June 30, 2013 
Page 2 
 

 

A projection of employer contributions beyond 2016-17 can be found in the Risk Analysis 
Section of this report, “Analysis of Future Investment Return Scenarios”, under a variety of 
investment return scenarios. Please disregard any projections provided to you in the past. 
Member contributions, other than cost sharing (whether paid by the employer or the 
employee), are in addition to the above amounts. The employer contributions in this report do 
not reflect any cost sharing arrangements you may have with your employees. 
 
The estimate for 2016-17 also assumes that there are no future contract amendments and no 
liability gains or losses (such as larger than expected pay increases, more retirements than 
expected, etc.) This is a very important assumption because these gains and losses do occur 
and can have a significant effect on your contributions. Even for the largest plans or pools, such 
gains and losses can impact the employer’s contribution rate by one or two percent of payroll or 
even more in some less common circumstances. These gains and losses cannot be predicted in 
advance so the projected employer contributions are estimates. Your actual employer 
contributions for 2016-17 will be provided in next year’s valuation report. 

 
Changes since the Prior Year’s Valuation 
 

On April 17, 2013, the CalPERS Board of Administration approved a recommendation to change 
the CalPERS amortization and rate smoothing policies. Beginning with the June 30, 2013 
valuations that set the 2015-16 rates, CalPERS will employ an amortization and smoothing 
policy that will pay for all gains and losses over a fixed 30-year period with the increases or 
decreases in the rate spread directly over a 5-year period. The impact of this new actuarial 
methodology is reflected in the “Analysis of Future Investment Return Scenarios” subsection of 
the “Risk Analysis” section of your report. 
 
On January 1, 2013, the Public Employees’ Pension Reform Act of 2013 (PEPRA) took effect. In 
addition to creating new retirement formulas for newly hired members PEPRA also effectively 
closed all existing active risk pools to new employees. As such it is no longer appropriate to 
assume that the payroll of the risk pools for the classic formulas will continue to grow at 3 
percent annually. Funding the promised pension benefits as a percentage of payroll would lead 
to the underfunding of the plans. In addition the current allocation of the existing unfunded 
liabilities based on payroll would create equity issues for employers within the risk pools. 
Furthermore the declining payroll of the classic formula risk pools will lead to unacceptable 
levels of employer rate volatility. 
 
In order to address these issues the CalPERS Board of Administration approved at their May 21, 
2014 meeting structural changes to the risk pools. All pooled plans will be combined into two 
active pools, one for all miscellaneous groups and one for all safety groups, effective with the 
2013 valuations. By combining the pools this way the payroll of the risk pools and the 
employers within the pools can once again be expected to increase at the assumed 3 percent 
annual growth. However two important changes are being made which will affect employers. 
 

1. Beginning with FY 2015-16 CalPERS will collect employer contributions toward your 
unfunded liability and side fund as dollar amounts instead of the prior method of a 
contribution rate. This change will address the funding issue that would still arise from 
the declining population of classic formula members. Although employers will be 
invoiced at the beginning of the fiscal year for their unfunded liability and side fund 
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(CalPERS ID: 6497938438) 
Annual Valuation Report as of June 30, 2013 
Page 3 

 

payments the plan’s normal cost contribution will continue to be collected as a 
percentage of payroll. 

2. The pool’s unfunded liability will be allocated to each individual plan based on the plan’s 
total liability rather than by plan individual payroll. This will allow employers to track 
their own unfunded liability and pay it down faster if they choose. The change in the 
allocation of unfunded liabilities will result in some employers paying more towards their 
unfunded liability and some paying less.  

 
On January 1, 2013, the Public Employees’ Pension Reform Act of 2013 (PEPRA) took effect. 
The impact of the PEPRA changes are included in the rates and the benefit provision listings of 
the June 30, 2013 valuation for the 2015-16 rates. For more information on PEPRA, please refer 
to the CalPERS website. 
 
In 2014 CalPERS completed a 2-year asset liability management study incorporating actuarial 
assumptions and strategic asset allocation. On February 19, 2014 the CalPERS Board of 
Administration adopted relatively modest changes to the current asset allocation that will 
reduce the expected volatility of returns. The adopted asset allocation is expected to have a 
long-term blended return that continues to support a discount rate assumption of 7.5 percent. 
The Board also approved several changes to the demographic assumptions that more closely 
align with actual experience. The most significant of these is mortality improvement to 
acknowledge the greater life expectancies we are seeing in our membership and expected 
continued improvements. The new actuarial assumptions will be used to set the FY 2016-17 
contribution rates for public agency employers. The increase in liability due to new actuarial 
assumptions will be calculated in the 2014 actuarial valuation and will be amortized over a 20-
year period with a 5-year ramp-up/ramp-down in accordance with Board policy. 
 
Besides the above noted changes, there may also be changes specific to your plan such as 
contract amendments and funding changes. 
 
Further descriptions of general changes are included in the “Highlights and Executive Summary” 
section and in Appendix A, “Statement of Actuarial Data, Methods and Assumptions” of your 
section 2 report. We understand that you might have a number of questions about these 
results. While we are very interested in discussing these results with your agency, in the 
interest of allowing us to give every public agency their result, we ask that, you wait until after 
October 31 to contact us with actuarial related questions. 
 
If you have other questions, please call our customer contact center at (888) CalPERS or (888-
225-7377). 
 
 
Sincerely, 

 
ALAN MILLIGAN 
Chief Actuary
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Section 1 

C A L I F O R N I A  P U B L I C  E M P L O Y E E S ’  R E T I R E M E N T  S Y S T E M  

 
 

 
Plan Specific Information  

for the 
MISCELLANEOUS PLAN 

 of the 
MUNICIPAL WATER DISTRICT OF 

ORANGE COUNTY 
 

(CalPERS ID: 6497938438) 
(Rate Plan: 4054)
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ACTUARIAL CERTIFICATION 

 
Section 1 of this report is based on the member and financial data contained in our records as of June 30, 2013 
which was provided by your agency and the benefit provisions under your contract with CalPERS. Section 2 of 
this report is based on the member and financial data as of June 30, 2013 provided by employers participating 
in the SAFETY risk pool to which your plan belongs and benefit provisions under the CalPERS contracts for 
those agencies. 
 
As set forth in Section 2 of this report, the Pool Actuary has certified that, in their opinion, the valuation of the 
Risk Pool containing your MISCELLANEOUS PLAN has been performed in accordance with generally accepted 
actuarial principles consistent with standards of practice prescribed by the Actuarial Standards Board, and that 
the assumptions and methods are internally consistent and reasonable for the Risk Pool as of the date of this 
valuation and as prescribed by the CalPERS Board of Administration according to provisions set forth in the 
California Public Employees’ Retirement Law. 
 

Having relied upon the information set forth in Section 2 of this report and based on the census and benefit 
provision information for your plan, it is my opinion as your Plan Actuary that the Side Fund and other 
Unfunded Accrued Liability bases as of June 30, 2013 and employer contribution rate as of July 1, 2015, have 
been properly and accurately determined in accordance with the principles and standards stated above. 
 
The undersigned is an actuary for CalPERS, who is a member of both the American Academy of Actuaries and 
Society of Actuaries and meets the Qualification Standards of the American Academy of Actuaries to render the 
actuarial opinion contained herein. 
 
 

 

 
KERRY J. WORGAN, MAAA, FSA, FCIA 
Senior Pension Actuary, CalPERS 
Plan Actuary 
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5 

Introduction 

This report presents the results of the June 30, 2013 actuarial valuation of the MISCELLANEOUS PLAN of the 
MUNICIPAL WATER DISTRICT OF ORANGE COUNTY of the California Public Employees’ Retirement System 
(CalPERS). This actuarial valuation was used to set the 2015-16 required employer contribution rates. 
  
On April 17, 2013, the CalPERS Board of Administration approved a recommendation to change the CalPERS 
amortization and rate smoothing policies. Beginning with the June 30, 2013 valuations that set the 2015-16 
rates, CalPERS will employ an amortization and smoothing policy that will pay for all gains and losses over a 
fixed 30-year period with the increases or decreases in the rate spread directly over a 5-year period. The 
impact of this new actuarial methodology is reflected in the “Analysis of Future Investment Return 
Scenarios” subsection of the “Risk Analysis” section of your report. 
 
On January 1, 2013, the Public Employees’ Pension Reform Act of 2013 (PEPRA) took effect. In addition to 
creating new retirement formulas for newly hired members PEPRA also effectively closed all existing active 
risk pools to new employees. As such it is no longer appropriate to assume that the payroll of the risk pools 
for the classic formulas will continue to grow at 3 percent annually. Funding the promised pension benefits 
as a percentage of payroll would lead to the underfunding of the plans. In addition the current allocation of 
the existing unfunded liabilities based on payroll would create equity issues for employers within the risk 
pools. Furthermore the declining payroll of the classic formula risk pools will lead to unacceptable levels of 
employer rate volatility. 
 
In order to address these issues the CalPERS Board of Administration approved at their May 21, 2014 
meeting structural changes to the risk pools. All pooled plans will be combined into two active pools, one for 
all miscellaneous groups and one for all safety groups, effective with the 2013 valuations. By combining the 
pools this way the payroll of the risk pools and the employers within the pools can once again be expected 
to increase at the assumed 3 percent annual growth. However two important changes are being made 
which will affect employers. 
 

1. Beginning with FY 2015-16 CalPERS will collect employer contributions toward your unfunded 
liability and side fund as dollar amounts instead of the prior method of a contribution rate. This 
change will address the funding issue that would still arise from the declining population of classic 
formula members. Although employers will be invoiced at the beginning of the fiscal year for their 
unfunded liability and side fund payments the plan’s normal cost contribution will continue to be 
collected as a percentage of payroll. 

2. The pool’s unfunded liability will be allocated to each individual plan based on the plan’s total 
liability rather than by the plan’s individual payroll. This will allow employers to track their own 
unfunded liability and pay it down faster if they choose. The change in the allocation of unfunded 
liabilities will result in some employers paying more towards their unfunded liability and some 
paying less.  

 
The impact of most of the PEPRA changes will first show up in the rates and the benefit provision listings of 
the June 30, 2013 valuation that sets the contribution rates for the 2015-16 fiscal year. For more detailed 
information on changes due to PEPRA, please refer to the CalPERS website. 
 
In 2014 CalPERS completed a 2-year asset liability management study incorporating actuarial assumptions 
and strategic asset allocation. On February 19, 2014 the CalPERS Board of Administration adopted relatively 
modest changes to the current asset allocation that will reduce the expected volatility of returns (see 
Appendix). The adopted asset allocation is expected to have a long- term blended return that continues to 

support a discount rate assumption of 7.5 percent. The Board also approved several changes to the 
demographic assumptions that more closely align with actual experience. The most significant of these is 
mortality improvement to acknowledge the greater life expectancies we are seeing in our membership and 
expected continued improvements. The new actuarial assumptions will be used to set the FY 2016-17 
contribution rates for public agency employers. The increase in liability due to new actuarial assumptions 
will be calculated in the 2014 actuarial valuation and will be amortized over a 20-year period with a 5-year 
ramp-up/ramp-down in accordance with Board policy. 
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6 

Purpose of Section 1 

This section 1 report for the MISCELLANEOUS PLAN of the MUNICIPAL WATER DISTRICT OF ORANGE 
COUNTY of the California Public Employees’ Retirement System (CalPERS) was prepared by the Plan Actuary 
in order to: 
 
 Set forth the assets and accrued liabilities of this plan as of June 30, 2013; 
 Determine the required employer contribution for this plan for the fiscal year July 1, 2015 through June 

30, 2016; 
 Provide actuarial information as of June 30, 2013 to the CalPERS Board of Administration and other 

interested parties; and 
 Provide pension information as of June 30, 2013 to be used in financial reports subject to Governmental 

Accounting Standards Board (GASB) Statement Number 27 for a Cost Sharing Multiple Employer 
Defined Benefit Pension Plan. 

 
The use of this report for any other purposes may be inappropriate. In particular, this report does not 

contain information applicable to alternative benefit costs. The employer should contact their actuary before 
disseminating any portion of this report for any reason that is not explicitly described above. 
 
 
California Actuarial Advisory Panel Recommendations 
 
This report includes all the basic disclosure elements as described in the Model Disclosure Elements for 
Actuarial Valuation Reports recommended in 2011 by the California Actuarial Advisory Panel (CAAP), with 
the exception of including the original base amounts of the various components of the unfunded liability in 
the Schedule of Amortization Bases shown on page 12. 
 
Additionally, this report includes the following “Enhanced Risk Disclosures” also recommended by the CAAP 
in the Model Disclosure Elements document: 

 A “Deterministic Stress Test,” projecting future results under different investment income 
scenarios 

 A “Sensitivity Analysis,” showing the impact on current valuation results using a 1 percent plus or 

minus change in the discount rate. 
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7 

Required Employer Contribution 
 

 Fiscal Year Fiscal Year 

Actuarially Determined Employer Contributions:  2014-151  2015-16 

Employer Contributions (in Projected Dollars)     

Plan’s Employer Normal Cost $ 227,825 $ 207,966 

Plan’s Payment on Amortization Bases  93,413  52,0332 

Surcharge for Class 1 Benefits3     

   a) FAC 1  14,268  13,227 

Phase out of Normal Cost Difference4  0  0 

Amortization of Side Fund  0  0 

Total Employer Contribution $ 335,506 $ 273,226 
     
     

Projected Payroll for the Contribution Fiscal Year $ 2,911,874 $ 2,598,601 

Required Employer Contributions (Percentage of Payroll) 

 

  

Plan’s Net Employer Normal Cost  7.824%  8.003% 

Plan’s Payment on Amortization Bases  3.208%  2.002%2 

Surcharge for Class 1 Benefits3     

   a) FAC 1  0.490%  0.509% 

Phase out of Normal Cost Difference4  0.000%  0.000% 

Amortization of Side Fund  0.000%  0.000% 

Total Employer Contribution Rate  11.522%  10.514% 

     

Required Employer Contribution for FY 2015-16     

              Employer Contribution Rate5    8.512% 

Plus Monthly Employer Dollar UAL Payment6   $ 4,336 
     
Annual Lump Sum Prepayment Option   $ 50,185 

For FY 2015-16 the total minimum required employer contribution is the sum of the Plan’s Employer 
Contribution Rate (expressed as a percentage of payroll) plus the Employer Unfunded Accrued Liability 
(UAL) Contribution Amount (in dollars). Whereas in prior years it was possible to prepay total employer 
contributions for the fiscal year, beginning with FY 2015-16 and beyond, only the UAL portion of the 
employer contribution can be prepaid. 

 

1 The results shown for FY 2014-15 reflect the prior year valuation and do not reflect any lump sum payment, side fund 
payoff or rate adjustment made after annual valuation report is completed. 

 

2 For FY 2015-16 the Plan’s Payment on Amortization Bases reflects the sum of all UAL amortization bases including the 
Plan’s Side Fund (where applicable). 
 

3 Section 2 of this report contains a list of Class 1 benefits and corresponding surcharges for each benefit. 
 
4 Risk pooling was implemented for most plans as of June 30, 2003. The normal cost difference was scheduled to be 
phased out over a five year period. The phase out of normal cost difference is 100 percent for the first year of pooling, 
and is incrementally reduced by 20 percent of the original normal cost difference for each subsequent year. 
 
5 The minimum employer contribution under PEPRA is the greater of the required employer contribution or the total 
employer normal cost. 
 
6 The Plan’s Payment on Amortization Bases Contribution amount for FY 2015-16 will be billed as a level dollar amount 
monthly over the course of the year. Late payments will accrue interest at an annual rate of 7.5 percent. Lump sum 
payments may be made through my|CalPERS. Plan Normal Cost contributions will be made as part of the payroll 
reporting process. As a percentage of payroll your UAL contribution is 2.002 percent. 
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Plan’s Funded Status 

 
June 30, 2012 June 30, 2013 

1. Present Value of Projected Benefits (PVB) $ 9,426,480 $ 10,043,959 

2. Entry Age Normal Accrued Liability  6,273,252  7,189,485 

3. Plan’s Market Value of Assets (MVA)  4,841,500  5,842,865 

4. Unfunded Liability [(2) - (3)]  1,431,752  1,346,620 

5. Funded Ratio [(3) / (2)]  77.2%  81.3% 
 
 

Projected Contributions 

 
The contribution rate and amount shown below is an estimate for the employer contribution for fiscal year 
2016-17. The estimated contribution is based on a projection of the most recent information we have 

available, including an estimate of the investment return for fiscal year 2013-14, namely 18.0 percent. It 
also reflects implementation of the direct rate smoothing method and the impact of new actuarial 
assumptions. 
 

Projected Employer Contribution Rate: 8.9% 
Projected Plan UAL Contribution $ 63,940 

 
The estimate also assumes that there are no liability gains or losses among the plans in your risk pool, that 
your plan has no new amendments in the next year, and that your plan’s and your risk pool’s payrolls both 
increase exactly 3.0 percent in the 2013-14 fiscal year. Therefore, the projected employer contribution for 
2016-17 is strictly an estimate. Your actual rate for 2016-17 will be provided in next year’s valuation report. 
A more detailed analysis of your projected employer contributions over the next five years can be found in 
the “Risk Analysis” section of this report. 
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ASSETS AND LIABILITIES 

 
 

 DEVELOPMENT OF PLAN’S SHARE OF POOL’S UAL 

 

 DEVELOPMENT OF PLAN’S SHARE OF POOL’S MVA 

 

 SCHEDULE OF PLAN’S SIDE FUND & OTHER AMORTIZATION BASES 

 

 ALTERNATIVE AMORTIZATION SCHEDULES 

 

 FUNDING HISTORY 

 

 PLAN’S TOTAL NORMAL COST RATE
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Development of the Plan’s Share of Pool’s  

Unfunded Accrued Liability 

 
It is the policy of the CalPERS to ensure equity within the risk pools by allocating the pool’s unfunded 
accrued liability in a manner that treats each employer fairly and that maintains benefit security for the 
members of the System while minimizing substantial variations in employer contributions. Commencing with 
the June 30, 2013 actuarial valuations and for purposes of allocating the pool’s unfunded accrued liability to 
all the individual plans within the pool, an individual plan’s total unfunded accrued liability (Preliminary Plan 
UAL) on a specific valuation date will be set equal to the sum of the outstanding unamortized balances on 
the valuation date for the following: 
 

a) Side Fund  
b) Plan’s share of Pool UAL due to benefit changes (including golden handshakes) provided to the 

members of that plan  
c) Plan’s share of the Pool UAL created before the valuation date for reasons other than benefit 

changes 
 

   
1. Plan’s Accrued Liability $ 7,189,485 

2. Plan’s Side Fund   0 

3. Increase in Plan’s AL for amendments in FY 2012-13  0 

4. Pool’s Accrued Liability $ 4,434,848,248 

5. Sum of Pool’s Individual Plan Side Funds  108,339,918 

6. Increase in Pool’s AL for amendments in FY 2012-13  409,907 

7. Pre-2013 Pool’s UAL $ 371,706,237 

8. Plan’s Share of Pre-2013 Pool’s UAL [(1)-(2)-(3)]/[(4)–(5)-(6)] * (7) $ 617,734 

    

9. Pool’s 2013 Investment & Asset (Gain)/Loss  442,846,571 
 10. Pool’s 2013 Other (Gain)/Loss  (4,364,079) 

11. Plan’s Share of Pool’s Asset (Gain)/Loss [(1)-(2)-(3)]/[(4)–(5)-(6)] * (9)  735,961 

12. Plan’s Share of Pool’s Other (Gain)/Loss [(1)]/[(4)] * (10)  (7,075) 

13. Plan’s UAL as of 6/30/2013 [(2)+(8)+(11)+(12)] $ 1,346,620 
 
 
 

Development of the Plan’s Share of Pool’s Market 

Value of Assets 

 
    

1. Plan’s Accrued Liability $ 7,189,485 

2.  Plan’s UAL $ 1,346,620 

3. Plan’s Share of Pool’s MVA (1)-(2) $ 5,842,865 
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Alternate Amortization Schedules 

 
The amortization schedule shown on the previous page shows the minimum contributions required according to 
CalPERS amortization policy. There has been considerable interest from many agencies in paying off these 
unfunded accrued liabilities sooner and the possible savings in doing so. As a result, we have provided alternate 
amortization schedules to help analyze your current amortization schedule and illustrate the advantages of 
accelerating unfunded liability payments towards your plan’s unfunded liability of $1,406,817 as of June 30, 2015, 
which will require total payments of $3,652,088. 
 
Shown below are the level rate payments required to amortize your plan’s unfunded liability assuming a fresh 
start over the various periods noted. Note that the payments under each scenario would increase by 3 percent for 
each year into the future. 
 
 
 
 

 
 
 
 
 
Current CalPERS Board policy calls for lump sum contributions in excess of the required employer contribution 
shall first be used to eliminate the side fund, if applicable, and then the plan’s share of the pool’s unfunded 
accrued liability. 
 
Please contact your plan actuary before making such a payment to ensure that the payment is applied correctly. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 

Level Rate 

Period 
2015-16 
Payment 

Total 
Payments 

Total 
Interest 

Savings 

25 $ 92,983 $ 3,390,092 $ 1,983,275 $ 261,996 

20 $ 106,222 $ 2,854,225 $ 1,447,408 $ 797,863 
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Funding History 

 
The Funding History below shows the actuarial accrued liability, the plan’s share of the pool’s market value of 
assets, plan’s share of the pool’s unfunded liability, funded ratio and the annual covered payroll. 
 

 
Valuation 

Date 
 
 
 

Accrued 
Liability 

(AL)  

Share of Pool’s 
Market Value of 

Assets (MVA)  

Plan’s Share of 
Pool’s Unfunded 

Liability 

Funded 
Ratio 

 
 
 

Annual 
Covered 
Payroll 

06/30/2011 $ 5,636,322 $ 4,612,177 $ 1,024,145 81.8% $ 2,665,451 

06/30/2012  6,273,252  4,841,500  1,431,752 77.2%  2,664,777 

06/30/2013  7,189,485  5,842,865  1,346,620 81.3%  2,378,088 

 
 

Plan’s Total Normal Cost Rate 

 
The Public Employees’ Pension Reform Act of 2013 requires that new employees pay at least 50 percent of the 
total annual normal cost and that current employees approach the same goal through collective bargaining. 
Please refer to the CalPERS website for more details. 
 
Shown below are the total annual normal cost rates for your plan. 
 

Total Normal Cost Rate Fiscal Year Fiscal Year 

   2014-15  2015-16 

Plan’s Net Total Normal Cost Rate for 2% @ 55  14.711%  14.894% 

Surcharge for Class 1 Benefits     

   a) FAC 1  0.490%  0.509% 

Plan’s Total Normal Cost Rate  15.201%  15.403% 
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Volatility Ratios 

 
The actuarial calculations supplied in this communication are based on a number of assumptions about very 
long-term demographic and economic behavior. Unless these assumptions (terminations, deaths, 
disabilities, retirements, salary growth, and investment return) are exactly realized each year, there will be 
differences on a year-to-year basis. The year-to-year differences between actual experience and the 
assumptions are called actuarial gains and losses and serve to lower or raise the employer’s rates from one 
year to the next. Therefore, the rates will inevitably fluctuate, especially due to the ups and downs of 
investment returns. 
 
Asset Volatility Ratio (AVR) 
 
Plans that have higher asset to payroll ratios produce more volatile employer rates due to investment 
return. For example, a plan with an asset to payroll ratio of 8 may experience twice the contribution 
volatility due to investment return volatility, than a plan with an asset to payroll ratio of 4. Below we have 
shown your asset volatility ratio, a measure of the plan’s current rate volatility. It should be noted that this 

ratio is a measure of the current situation. It increases over time but generally tends to stabilize as the plan 
matures. 
 
Liability Volatility Ratio (LVR) 
 
Plans that have higher liability to payroll ratios produce more volatile employer rates due to investment 
return and changes in liability. For example, a plan with a liability to payroll ratio of 8 is expected to have 
twice the contribution volatility of a plan with a liability to payroll ratio of 4. The liability volatility ratio is also 
included in the table below. It should be noted that this ratio indicates a longer-term potential for 
contribution volatility and the asset volatility ratio, described above, will tend to move closer to this ratio as 
the plan matures. 
 
 
 

Rate Volatility  As of June 30, 2013 

  
1. Market Value of Assets $ 5,842,865 

2. Payroll  2,378,088 

3. Asset Volatility Ratio (AVR = 1. / 2.)  2.5 

4. Accrued Liability $ 7,189,485 

5. Liability Volatility Ratio (LVR = 4. / 2.)  3.0 
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Projected Employer Contributions 
 

The estimated rate for 2016-17 is based on a projection of the most recent information we have available, 
including an estimated 18.0 percent investment return for fiscal 2013-14, the impact of the new smoothing 
methods adopted by the CalPERS Board in April 2013 that will impact employer rates for the first time in 2015-
16 and new actuarial assumptions adopted by the CalPERS Board in February 2014. These new demographic 
assumptions include a 20-year projected improvement in mortality. A complete listing of the new demographic 
assumptions to be implemented with the June 30, 2014 annual actuarial valuation and incorporated in the 
projected rates for FY 2016-17 and beyond can be found on the CalPERS website at: http://www.calpers.ca.gov 
/eip-docs/about/pubs/employer/actuarial-assumptions.xls 
 

The table below shows projected employer contribution rates (before cost sharing) for the next five Fiscal 
Years, assuming CalPERS earns 18.0% for fiscal year 2013-14 and 7.50 percent every fiscal year 
thereafter, and assuming that all other actuarial assumptions will be realized and that no further changes to 
assumptions, contributions, benefits, or funding will occur between now and the beginning of the fiscal year 
2016-17. 
 

 
New Rate Projected Future Employer Contribution Rates 

2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 

Normal Cost %: 8.512% 8.9% 8.9% 8.9% 8.9% 8.9% 

UAL $ $ 52,033 $ 63,940 $ 76,514 $ 89,784 $ 103,783 $ 104,805 
  

Analysis of Future Investment Return Scenarios 
 

In 2014 CalPERS completed a 2-year asset liability management study incorporating actuarial assumptions and 
strategic asset allocation. On February 19, 2014 the CalPERS Board of Administration adopted relatively modest 
changes to the current asset allocation that will reduce the expected volatility of returns. The adopted asset 
allocation is expected to have a long- term blended return that continues to support a discount rate assumption 
of 7.5 percent. The newly adopted asset allocation has a lower expected investment volatility that will result in 
better risk characteristics than an equivalent margin for adverse deviation. The current asset allocation has an 
expected standard deviation of 12.45 percent while the newly adopted asset allocation has a lower expected 

standard deviation of 11.76 percent. 
 

The investment return for fiscal year 2013-14 was announced July 14, 2014.  The investment return in fiscal 
year 2013-14 is 18.42 percent before administrative expenses.  This year, there will be no adjustment for real 
estate and private equities.  For purposes of projecting future employer rates, we are assuming a 18.0 percent 
investment return for fiscal year 2013-14. 
 

The investment return realized during a fiscal year first affects the contribution rate for the fiscal year 2 years 
later.  Specifically, the investment return for 2013-14 will first be reflected in the June 30, 2014 actuarial 
valuation that will be used to set the 2016-17 employer contribution rates, the 2014-15 investment return will 
first be reflected in the June 30, 2015 actuarial valuation that will be used to set the 2017-18 employer 
contribution rates and so forth. 
 

Based on a 18.0 percent investment return for fiscal year 2013-14, the April 17, 2013 CalPERS Board-approved 
amortization and rate smoothing method change, the February 18, 2014 new demographic assumptions 
including 20-year mortality improvement using Scale BB and assuming that all other actuarial assumptions will 

be realized, and that no further changes to assumptions, contributions, benefits, or funding will occur between 
now and the beginning of the fiscal year 2016-17, the effect on the 2016-17 Employer Rate is as follows: 
 

 Estimated 2016-17 
Employer Contribution 

Estimated Increase in  
Employer Contribution between 

2015-16 and 2016-17 
Normal Cost %:   8.9%  0.4% 
UAL $                $  63,940                 $  11,907 
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As part of this report, a sensitivity analysis was performed to determine the effects of various investment 
returns during fiscal years 2014-15, 2015-16 and 2016-17 on the 2017-18, 2018-19 and 2019-20 employer 
rates. Once again, the projected rate increases assume that all other actuarial assumptions will be realized and 
that no further changes to assumptions, contributions, benefits, or funding will occur. 
   
Five different investment return scenarios were selected. 

 The first scenario is what one would expect if the markets were to give us a 5th percentile return from 
July 1, 2014 through June 30, 2017. The 5th percentile return corresponds to a -3.8 percent return for 
each of the 2014-15, 2015-16 and 2016-17 fiscal years. 

 The second scenario is what one would expect if the markets were to give us a 25th percentile return 
from July 1, 2014 through June 30, 2017. The 25th percentile return corresponds to a 2.8 percent 
return for each of the 2014-15, 2015-16 and 2016-17 fiscal years. 

 The third scenario assumed the return for 2014-15, 2015-16, 2016-17 would be our assumed 7.5 
percent investment return which represents about a 49th percentile event. 

 The fourth scenario is what one would expect if the markets were to give us a 75th percentile return 
from July 1, 2014 through June 30, 2017. The 75th percentile return corresponds to a 12.0 percent 
return for each of the 2014-15, 2015-16 and 2016-17 fiscal years. 

 Finally, the last scenario is what one would expect if the markets were to give us a 95th percentile 
return from July 1, 2014 through June 30, 2017. The 95th percentile return corresponds to a 18.9 
percent return for each of the 2014-15, 2015-16 and 2016-17 fiscal years. 

 

The table below shows the estimated projected contribution rates and the estimated increases for your plan 
under the five different scenarios. 
 

2014-17 Investment 
Return Scenario 

Estimated Employer UAL Contribution 
Estimated Total 

Change in Employer 
UAL Contribution 
between 2016-17 

and 2019-20 
2017-18 2018-19 2019-20 

-3.8% (5th percentile) $ 88,889 $ 127,042 $ 178,608 $ 114,668 

2.8% (25th percentile) $ 81,661 $ 105,622 $ 136,279 $ 72,339 

7.5% $ 76,514 $ 89,784 $ 103,783 $ 39,843 

12.0%(75th percentile) $ 71,585 $ 74,165 $ 0 $ (63,940) 

18.9%(95th percentile) $ 64,025 $ 0 $ 0 $ (63,940) 
 

In addition to the UAL Contribution amounts shown above the estimated employer normal cost of 8.9% of 
payroll will also be payable in each of the fiscal years shown above. The projected plan normal cost is expected 
to remain relatively stable over this time period. 
 

Analysis of Discount Rate Sensitivity 

 

The following analysis looks at the 2015-16 employer contributions under two different discount rate scenarios. 
Shown below are the employer contributions assuming discount rates that are 1 percent lower and 1 percent 
higher than the current valuation discount rate. This analysis gives an indication of the potential required 
employer contribution rates if the PERF were to realize investment returns of 6.50 percent or 8.50 percent over 
the long-term.  
 

This type of analysis gives the reader a sense of the long-term risk to the employer contributions. 
 

2015-16 Employer Contribution 

As of June 30, 2013 6.50% Discount Rate 
(-1%) 

7.50% Discount Rate 
(assumed rate) 

8.50% Discount Rate 
(+1%) 

Plan’s Employer Normal Cost 12.0% 8.5% 5.8% 

Accrued Liability $ 8,211,007 $ 7,189,485 $ 6,348,993 

Unfunded Accrued Liability $ 2,368,142 $ 1,346,620 $ 506,128 
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Hypothetical Termination Liability 

 
Below is an estimate of the financial position of your plan if you had terminated your contract with CalPERS 
as of June 30, 2013 using the discount rates shown below. Your plan liability on a termination basis is 
calculated differently compared to the plan’s ongoing funding liability. For this hypothetical termination 
liability both compensation and service is frozen as of the valuation date and no future pay increases or 
service accruals are included. In December 2012, the CalPERS Board adopted a more conservative 
investment policy and asset allocation strategy for the Terminated Agency Pool. Since the Terminated 
Agency Pool has limited funding sources, expected benefit payments are secured by risk-free assets. With 
this change, CalPERS increased benefit security for members while limiting its funding risk. This asset 
allocation has a lower expected rate of return than the PERF. Consequently, the lower discount rate for the 
Terminated Agency pool results in higher liabilities for terminated plans. 
 

In order to terminate your plan, you must first contact our Retirement Services Contract Unit to initiate a 
Resolution of Intent to Terminate. The completed Resolution will allow your plan actuary to give you a 
preliminary termination valuation with a more up-to-date estimate of your plan liabilities. CalPERS advises 

you to consult with your plan actuary before beginning this process. 
 

 
Valuation 

Date  
 
 

Hypothetical 
Termination 

Liability1 
 

Market  Value 
of Assets 

(MVA) 
 

Unfunded 
Termination 

Liability 

Termination 
Funded 
Ratio 

 

 
 
 

Termination 
Liability 
Discount 

Rate2 

06/30/2011 $ 7,326,015 $ 4,612,177 $ 2,713,838 63.0% $ 4.82% 

06/30/2012  10,159,300  4,841,500  5,317,800 47.7%  2.98% 

06/30/2013  10,589,414  5,842,865  4,746,549 55.2%  3.72% 

 
1 The hypothetical liabilities calculated above include a 7 percent mortality load contingency in accordance 
with Board policy. Other actuarial assumptions, such as wage and inflation assumptions, can be found in 
appendix A. 
 

2 The discount rate assumption used for termination valuations is a weighted average of the 10 and 30-year 

US Treasury yields in effect on the valuation date that equal the duration of the pension liabilities. For 
purposes of this hypothetical termination liability estimate, the discount rate used, is the yield on the 30-
year US Treasury Separate Trading of Registered Interest and Principal of Securities (STRIPS). Note that as 
of June 30, 2014 the 30-year STRIPS rate is 3.55 percent. 
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Participant Data 

 
The table below shows a summary of your plan’s member data upon which this valuation is based:   
 

 June 30, 2012 June 30, 2013 

Projected Payroll for Contribution Purposes $ 2,911,874 $ 2,598,601 

Number of Members     

     Active   30  27 

     Transferred  8  9 

     Separated  11  11 

     Retired  6  7 

 

List of Class 1 Benefit Provisions 

 One Year Final Compensation 
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Information for Compliance with GASB Statement No. 27 

for Cost-Sharing Multiple-Employer Defined Benefit Plan

Disclosure under GASB 27 follows. However, note that effective for financial statements for 
fiscal years beginning after June 15, 2014, GASB 68 replaces GASB 27. Disclosure required 
under GASB 68 will require additional reporting. CalPERS is intending to provide GASB 68 
disclosure information upon request for an additional fee. We urge you to start discussions 
with your auditors on how to implement GASB 68. 
 
Your plan is part of the Miscellaneous Risk Pool, a cost-sharing multiple-employer defined benefit plan. Under 
GASB 27, an employer should recognize annual pension expenditures/expense equal to its contractually 
required contributions to the plan. Pension liabilities and assets result from the difference between 
contributions required and contributions made. The contractually required contribution for the period July 1, 
2015 to June 30, 2016 has been determined by an actuarial valuation of the plan as of June 30, 2013. Your 
unadjusted contribution for the indicated period is a normal cost contribution of 8.512 percent of payroll and 

an unfunded accrued liability dollar amount of $52,033. In order to calculate the dollar value of the 
contractually required contributions for inclusion in financial statements prepared as of June 30, 2016, this 
normal cost contribution rate, less any employee cost sharing, and as modified by any subsequent financing 
changes or contract amendments for the year, would be multiplied by the payroll of covered employees that 
was actually paid during the period July 1, 2015 to June 30, 2016 combined with the UAL amount of 
$52,033. However, if this contribution is fully prepaid in a lump sum, then the dollar value of contractually 
required contributions is equal to the lump sum prepayment. The employer and the employer’s auditor are 
responsible for determining the contractually required contributions. Further, the required contributions in 
dollars and the percentage of that amount contributed for the current year and each of the two preceding 
years is to be disclosed under GASB 27. 
 
A summary of principal assumptions and methods used to determine the contractually required 
contributions is shown below for the cost-sharing multiple-employer defined benefit plan. 
 
Valuation Date June 30, 2013 
Actuarial Cost Method Entry Age Normal Cost Method 
Amortization Method Level Percent of Payroll 
Asset Valuation Method Market Value 
Actuarial Assumptions  
   Discount Rate 7.50% (net of administrative expenses) 
   Projected Salary Increases 3.30% to 14.20% depending on Age, Service, and type of employment 
   Inflation 2.75% 
   Payroll Growth 3.00% 
   Individual Salary Growth A merit scale varying by duration of employment coupled with an 

assumed annual inflation growth of 2.75% and an annual production 
growth of 0.25%. 

 
Complete information on assumptions and methods is provided in Appendix A of the Section 2 report. 
Appendix B of the Section 2 report contains a description of benefits included in the Risk Pool Actuarial 
Valuation. 
 

A Schedule of Funding for the Risk Pool’s actuarial value of assets, accrued liability, their relationship, and 

the relationship of the unfunded liability (UL) to payroll for the risk pool(s) to which your plan belongs can 
be found in Section 2 of the report. 
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Section 2 

 

C A L I F O R N I A  P U B L I C  E M P L O Y E E S ’  R E T I R E M E N T  S Y S T E M  

 
 

Section 2 may be found on the CalPERS website 

(www.calpers.ca.gov) then selecting: 

 Employers 

 Actuarial & GASB 27 Information 

 Risk Pooling 

 Risk Pool Annual Valuation Report 
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ACTUARIAL CERTIFICATION 

 
 
To the best of our knowledge, this Section 2 report is complete and accurate and contains sufficient information 
to disclose, fully and fairly, the funded condition of the newly joined Miscellaneous Risk Pools. This valuation is 
based on the member and financial data as of June 30, 2013 provided by the various CalPERS databases and the 
benefits under this Risk Pool with CalPERS as of the date this report was produced. In the opinion of the actuaries 
whose signatures appear below the valuation has been performed in accordance with generally accepted actuarial 
principles, in accordance with standards of practice prescribed by the Actuarial Standards Board, and that the 
assumptions and methods are internally consistent and reasonable for this risk pool, as prescribed by the CalPERS 
Board of Administration according to provisions set forth in the California Public Employees’ Retirement Law. 
 
The undersigned are CalPERS staff actuaries who are members of the American Academy of Actuaries and the 
Society of Actuaries and meet the Qualification Standards of the American Academy of Actuaries to render the 
actuarial opinion contained herein. 
 
 

 
SHELLY CHU, ASA, MAAA 
Senior Pension Actuary, CalPERS 
Risk Pool Actuary  

 
 
 
 

 

 
KELLY STURM, ASA, MAAA 
Senior Pension Actuary, CalPERS 
Risk Pool Reviewing Actuary 
 

FRITZIE ARCHULETA, ASA, MAAA 
Senior Pension Actuary, CalPERS 
Risk Pool Reviewing Actuary 
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Purpose of Section 2 

 
This Actuarial Valuation for the Miscellaneous Risk Pool of the California Public Employees’ Retirement System 
(CalPERS) was performed by CalPERS' staff actuaries using data as of June 30, 2013 in order to: 
  

 Set forth the assets and accrued liabilities of this risk pool as of June 30, 2013 
 Determine the required contributions to the risk pool for the fiscal year July 1, 2015 through June 30, 

2016 
 Provide actuarial information as of June 30, 2013 to the CalPERS Board of Administration and other 

interested parties 
 
The use of this report for any other purposes may be inappropriate. In particular, this report does not contain 
information applicable to alternative benefit costs. The employer should contact their actuary before disseminating 
any portion of this report for any reason that is not explicitly described above. 
 

 

Risk Pool's Required Employer Contribution 

 

   Fiscal Year 

   2015-16 

1) Contribution in Projected Dollars   

 a) Total Risk Pool’s Normal Cost   $  349,701,728 

 b) Employee Contribution     153,381,565 

 c) Risk Pool’s Employer Normal Cost [(1a) – (1b)]   $  196,320,163 

 d) Payment on Risk Pool’s Amortization Bases   160,711,302 

 e) Total Required Employer Contribution* [(1c)+(1d)]   $  357,031,465 

 * Total may not add up due to rounding   

    

2) Normal Cost Contribution as a Percentage of Projected Pay   

 a) Total Risk Pool’s Normal Cost  16.758% 

 b) Employee Contribution  7.350% 

 c) Risk Pool’s Employer Normal Cost [(2a) – (2b)]  9.408% 
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Development of Risk Pool's Employer Normal Cost 

by Benefit Formula 

 

Benefit Formula 
2% at 

62 
2% at 

60 
2% at 

55 
2.5% at 

55 
2.7% at 

55 
3% at 

60 
Normal Cost Contribution as Percentage of 
Projected Payroll for Fiscal Year 2015-16       

1) Total Employer Normal Cost Base Benefit 6.179% 6.179% 6.179% 6.179% 6.179% 6.179% 

2) Class 0 Benefit 0.000% 0.530% 1.824% 2.888% 4.119% 4.886% 

3) Class 1 Benefits 0.167% 0.240% 0.610% 0.773% 0.899% 1.193% 

4) Expected Employee Contribution 6.308% 6.880% 6.891% 7.942% 7.947% 7.762% 

5) Total Normal Cost Contribution [(1)+(2)+(3)+(4)] 12.654% 13.829% 15.504% 17.782% 19.144% 20.020% 

6) Employer Normal Cost [(5)-(4)] 6.346% 6.949% 8.613% 9.840% 11.197% 12.258% 

 
The normal costs shown above are averages for the benefit formula listed.  
 

Funded Status of the Risk Pool 

      
   June 30, 2013 

1. Present Value of Projected Benefits   $ 14,197,513,753 

2. Entry Age Normal Accrued Liability   $ 11,805,627,557 

3. Market Value of Assets (MVA)   $ 9,093,458,815 

4. Unfunded Liability (MVA Basis) [(2) – (3)]   $ 2,712,168,742 

5. Funded Ratio (MVA Basis) [(3) / (2)]    77.0% 
 
The funded status shown above is the average for all plans in the risk pool. The funded status of your plan can be found in 
Section 1.  
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Cost 

 

Actuarial Cost Estimates in General 
 
What will this plan or risk pool cost? Unfortunately, there is no simple answer. There are two major reasons for the 
complexity of the answer: 
 
First, all actuarial calculations, including those in this report, are based on a number of assumptions about the 
future. These assumptions can be divided into two categories. 

 Demographic assumptions include the percentage of employees that will terminate, die, become disabled, 
and retire in each future year. 

 Economic assumptions include future salary increases for each active employee, and the assumption with 
the greatest impact, future asset returns at CalPERS for each year into the future until the last dollar is 
paid to current members of your plan. 

 
While CalPERS has set these assumptions as our best estimate of the real future of your plan, it must be 
understood that these assumptions are very long term predictors and will surely not be realized in any one year. For 
example, while the asset earnings at CalPERS have averaged more than the assumed return of 7.5 percent over the 
past twenty year period ending June 30, 2013, returns for each fiscal year ranged from -24 percent to +21.7 
percent. 
 
Second, the very nature of actuarial funding produces the answer to the question of plan or risk pool cost as the 
sum of two separate pieces: 

 The Normal Cost (i.e., the future annual premiums in the absence of surplus or unfunded liability) 
expressed as a percentage of total active payroll, and 

 The Past Service Cost or Accrued Liability (i.e., representing the current value of the benefit for all credited 
past service of current members) which is expressed as a lump sum dollar amount. 

 
 

Changes since the Prior Year’s Valuation 

 
Actuarial Methods and Assumptions 
 
On April 17, 2013, the CalPERS Board of Administration approved a recommendation to change the CalPERS 
amortization and rate smoothing policies. Beginning with the June 30, 2013 valuations that set the 2015-16 rates, 
CalPERS will employ an amortization and smoothing policy that will pay for all gains and losses over a fixed 30-year 
period with the increases or decreases in the rate spread directly over a 5-year period. The new amortization and 
smoothing policy is used in this valuation.  
 
A change in the calculation of termination with vested benefits liability was made this year to better reflect the 
retirement experience. After termination with vested benefits, a miscellaneous member is assumed to retire at age 
59 and a safety member at age 54 rather than at earliest retirement age. The higher benefit factors at these ages 
results in a higher liability and an increase in normal cost. 
 
Public Employees’ Pension Reform Act of 2013 (PEPRA) 
 
On January 1, 2013, the Public Employees’ Pension Reform Act of 2013 (PEPRA) took effect. In addition to creating 
new retirement formulas for newly hired members, PEPRA also effectively closed all existing active risk pools to 
new employees. As such, it is no longer appropriate to assume that the payroll of the risk pools for the classic 
formulas will continue to grow at 3 percent annually. Funding the promised pension benefits as a percentage of 
payrolls would lead to the underfunding of the plans. In addition the current allocation of the existing unfunded 
liabilities based on payroll would create equity issues for employers within the risk pools. Furthermore, the declining 
payroll of the classic formula risk pools will lead to unacceptable levels of employer rate volatility. 
 
In order to address these issues the CalPERS Board of Administration approved at their May 21, 2014 meeting 
structural changes to the risk pools. All pooled plans will be combined into two active risk pools, one for all 
miscellaneous groups and one for all safety groups, effective with the 2013 valuations. By combining the risk pools 
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this way the payroll of the risk pools and the employers within the risk pools can once again be expected to 

increase at the assumed 3 percent annual growth. This change will allow the continuation of current level percent 
of payroll amortization schedule. However, two important changes are being made which will affect employers. 
 
Beginning with FY 2015-16, CalPERS will collect employer contributions toward your unfunded liability and side 
fund as dollar amounts instead of the prior method of a contribution rate. This change will address the funding 
issue that would still arise from the declining population of classic formula members. Although employers will be 
invoiced at the beginning of the fiscal year for their unfunded liability and side fund payments, the plan’s normal 
cost contribution will continue to be collected as a percentage of payroll. 
 
The risk pool’s unfunded liability will be allocated to each individual plan based on the plan’s total liability rather 
than by the plan’s individual payroll. This will allow employers to track their own unfunded liability and pay it down 
faster if they choose. The change in the allocation of unfunded liabilities will result in some employers paying more 
towards their unfunded liability and some paying less.  
 
The impact of most of the PEPRA changes will first show up in the rates and the benefit provision listings of the 
June 30, 2013 valuation that sets the contribution rates for the 2015-16 fiscal year. For more detailed information 
on changes due to PEPRA, please refer to the CalPERS website. 
 
 

Subsequent Events 

 
Actuarial Methods and Assumptions 
 
In 2014 CalPERS completed a 2-year asset liability management study incorporating actuarial assumptions and 
strategic asset allocation. On February 19 the CalPERS Board of Administration adopted relatively modest changes 
to the current asset allocation that will reduce the expected volatility of returns (see Appendix). The adopted asset 
allocation is expected to have a long- term blended return that continues to support a discount rate assumption of 
7.5 percent.  
 
The Board also approved several changes to the demographic assumptions that more closely align with actual 

experience. The most significant of these is mortality improvement to acknowledge the greater life expectancies we 
are seeing in our membership and expected continued improvements. The new actuarial assumptions will be used 
to set the FY 2016-17 contribution rates for public agency employers. The increase in liability due to new actuarial 
assumptions will be calculated in the 2014 actuarial valuation and will be amortized over a 20-year period with a 5-
year ramp-up/ramp-down in accordance with Board policy. The impacts of assumption changes for your plan are 
included in the “Projected Rates” subsection of the “Risk Analysis” discussion in Section 1 of your actuarial 
valuation report. 
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Risk Pool’s Market Value of Assets 

    

 Market Value of Assets as of June 30, 2013 Including Receivables $ 9,093,458,815 
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Asset Allocation 

 
CalPERS adheres to an Asset Allocation Strategy which establishes asset class allocation policy targets and ranges, 
and manages those asset class allocations within their policy ranges. CalPERS recognizes that over 90 percent of 
the variation in investment returns of a well-diversified pool of assets can typically be attributed to asset allocation 
decisions. On February 19, 2014 the CalPERS Board of Administration adopted changes to the current asset 
allocation as shown in the Policy Target Allocation below expressed as percentage of total assets. The asset 
allocation has an expected long term blended rate of return of 7.5%. 
 
The asset allocation and market value of assets shown below reflect the values of the Public Employees Retirement 
Fund (PERF) in its entirety as of June 30, 2013. The assets for the risk pool are part of the Public Employees 
Retirement Fund (PERF) and are invested accordingly. 
 

(A) 
Asset Class 

(B) 

Market Value 
($ Billion) 

(C)  

Policy Target 
Allocation 

1) Public Equity 133.4 47.0% 

2) Private Equity 31.4 12.0% 

3) Fixed Income 43.9 19.0% 

4) Cash Equivalents 10.5 4.0% 

5) Real Assets 25.2 11.0% 

6) Inflation Assets 9.4 3.0% 

7) Absolute Return Strategy (ARS) 7.2 0.0% 

    Total Fund  $261.0 100.0% 

 
 
 

Public Equity 
51.1% 

Private Equity 
12.0% 

Income 
16.8% 

Liquidity 
4.0% 

Real Assets 
9.6% 

Inflation 
3.6% 

ARS 
2.8% 

Asset Allocation at 6/30/2013  
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CalPERS History of Investment Returns 

 
The following is a chart with the 20-year historical annual returns of the Public Employees Retirement Fund for 
each fiscal year ending on June 30. Beginning in 2002, the figures are reported as gross of fees. 
 
 

 
 
 
The table below shows historical geometric mean annual returns of the Public Employees Retirement Fund for each 
fiscal year ending on June 30, 2013, (figures are reported as gross of fees). The geometric mean rate of return is 
the average rate per period compounded over multiple periods. It should be recognized that in any given year the 
rate of return is volatile. Although the expected rate of return on the recently adopted new asset allocation is 7.5 
percent the portfolio has an expected volatility of 11.76 percent per year. Consequently when looking at investment 
returns it is more instructive to look at returns over longer time horizons. 
 

History of CalPERS Geometric Mean Rates of Return and Volatilities 

 1 year 5 year 10 year 20 year 30 year 

Geometric Return 13.2% 3.5% 7.0% 7.6% 9.4% 

Volatility – 17.9% 13.9% 11.8% 11.6% 
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Development of Risk Pool’s Accrued and Unfunded Liabilities 

      

1. Present Value of Projected Benefits  June 30, 2013 

 a)  Active Members   $ 7,105,486,840 

 b)  Transferred Members    881,896,195 

 c)  Separated Members    392,962,999 

 d)  Members and Beneficiaries Receiving Payments    5,817,167,719 

 e)  Total   $ 14,197,513,753 

      

2. Present Value of Future Employer Normal Costs   $ 1,291,890,320 

3. Present Value of Future Employee Contributions   $ 1,099,999,303 

      

4. Entry Age Normal Accrued Liability     

 a)  Active Members [(1a) - (2) - (3)]   $ 4,713,600,644 

 b)  Transferred Members (1b)    881,896,195 

 c)  Separated Members (1c)    392,962,999 

 d)  Members and Beneficiaries Receiving Payments (1d)    5,817,167,719 

 e)  Total   $ 11,805,627,557 

      

5. Market Value of Assets (MVA) Including Receivables   $ 9,093,458,815 

6. Unfunded Accrued Liability (MVA Basis) [(4e) - (5)]    2,712,168,742 

7. Funded Ratio (MVA Basis) [(5) / (4e)]    77.0% 
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Development of Risk Pool’s Annual Required Base 

Contribution 

   

      Fiscal Year  
    2015-16  

1. Contribution in Projected Dollars      

        

 a) Total Normal Cost   $ 349,701,728  

 b) Employee Contribution    153,381,565  

 c) Risk Pool’s Employer Normal Cost [(1a) - (1b)]    196,320,163  

 d) Payment on Risk Pool’s Amortization Bases    160,711,302  

 e) Total Required Employer Contributions [(1c) + (1d)]   $ 357,031,465  

        

2. Annual Covered Payroll as of Valuation Date   $ 1,909,639,449  

        

3. Projected Payroll for Contribution Fiscal Year   $ 2,086,714,587  

        

4. Normal Cost Contribution as a % of Projected Pay      

 a) Total Normal Cost [(1a) / (3)]    16.758%  

 b) Employee Contribution [(1b) / (3)]    7.350%  

 c) Risk Pool’s Employer Normal Cost [(1c) / (3)]    9.408%  
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Risk Pool’s Contribution History 

 

Fiscal 
Date 

Total  
Employer 
Normal 

Cost 

Payment on 
Risk Pool’s 

Amortization 
Bases 

Total 
Employer 

Contribution 

06/30/2013 $196,320,163 $160,711,302 $357,031,465 

 

 

Funding History 

 

However, note that beginning next year, GASB 68 will supersede GASB 27. Disclosure required under GASB 68 will 
require additional reporting which CalPERS intends to provide for an additional cost. 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Valuation 
Date 

Accrued 
Liabilities (AL) 

Market Value of 
Assets (MVA) 

Unfunded 
Liabilities (UL) 

Funded 
Ratio 

(MVA/AL) 

Annual 
Covered 
Payroll 

UL As a % 
of Payroll 

06/30/2013 $ 11,805,627,557 $ 9,093,458,815 $ 2,712,168,742  77.0% $ 1,909,639,449  142.0% 

       

 
Information shown here is for compliance with GASB No. 27 for a cost-sharing multiple-employer defined benefit plan.  
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Actuarial Data 

 
As stated in the Actuarial Certification, the data, which serves as the basis of this valuation, has been obtained 
from the various CalPERS databases. We have reviewed the valuation data and believe that it is reasonable and 
appropriate in aggregate. We are unaware of any potential data issues that would have a material effect on the 
results of this valuation, except that data does not always contain the latest salary information for former members 
now in reciprocal systems and does not recognize the potential for unusually large salary deviation in certain cases 
such as elected officials. Therefore, salary information in these cases may not be accurate. These situations are 
relatively infrequent, however, and when they do occur, they generally do not have a material impact on the 
employer contribution rates. 
 
 
 

Actuarial Methods 

 
Funding Method 
The actuarial funding method used for the Retirement Program is the Entry Age Normal Cost Method. Under this 
method, projected benefits are determined for all members and the associated liabilities are spread in a manner 
that produces level annual cost as a percent of pay in each year from the age of hire (entry age) to the assumed 
retirement age. The cost allocated to the current fiscal year is called the normal cost. 
 
The actuarial accrued liability for active members is then calculated as the portion of the total cost of the plan 
allocated to prior years. The actuarial accrued liability for members currently receiving benefits, for active members 
beyond the assumed retirement age, and for members entitled to deferred benefits, is equal to the present value 
of the benefits expected to be paid. No normal costs are applicable for these participants. 
 
The excess of the total actuarial accrued liability over the actuarial value of plan assets is called the unfunded 
actuarial accrued liability. Funding requirements are determined by adding the normal cost and an amortization of 
the unfunded liability as a level percentage of assumed future payrolls. Commencing with the June 30, 2013 

valuation all new gains or losses are tracked and amortized over a fixed 30-year period with a 5-year ramp up at 
the beginning and a 5-year ramp down at the end of the amortization period. All changes in liability due to plan 
amendments (other than golden handshakes), changes in actuarial assumptions, or changes in actuarial 
methodology are amortized separately over a 20-year period with a 5-year ramp up at the beginning and a 5-year 
ramp down at the end of the amortization period. Changes in unfunded accrued liability due to a Golden 
Handshake will be amortized over a period of 5-years. If a plan’s accrued liability exceeds the market value of 
assets, the annual contribution with respect to the total unfunded liability may not be less than the amount 
produced by a 30-year amortization of the unfunded liability. An exception has been made for the change in asset 
value from actuarial to market value in this valuation. The CalPERS Board approved a 30-year amortization with a 
5-year ramp-up/ramp-down for only this change in method. 
 
Additional contributions will be required for any plan or risk pool if their cash flows hamper adequate funding 
progress by preventing the expected funded status on a market value of assets basis to either: 
 

 Increase by at least 15 percent by June 30, 2043; or  

 Reach a level of 75 percent funded by June 30, 2043 
 
The necessary additional contribution will be obtained by changing the amortization period of the gains and losses, 
except for those occurring in the fiscal years 2008-2009, 2009-2010, and 2010-2011 to a period, which will result 
in the satisfaction of the above criteria. CalPERS actuaries will reassess the criteria above when performing each 
future valuation to determine whether or not additional contributions are necessary. 
 
An exception to the funding rules above is used whenever the application of such rules results in inconsistencies. 
In these cases, a “fresh start” approach is used. This simply means that the current unfunded actuarial liability is 
projected and amortized over a set number of years. As mentioned above, if the annual contribution on the total 
unfunded liability was less than the amount produced by a 30-year amortization of the unfunded liability, the plan 
actuary would implement a 30-year fresh start. However, in the case of a 30-year fresh start, just the unfunded 
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liability not already in the (gain)/loss base (which is already amortized over 30 years), will go into the new fresh 

start base. In addition, a fresh start is needed in the following situations: 
 

1) When a positive payment would be required on a negative unfunded actuarial liability (or conversely a 
negative payment on a positive unfunded actuarial liability); or 

 
2) When there are excess assets, rather than an unfunded liability. In this situation, a 30-year fresh start is 

used, unless a longer fresh start is needed to avoid a negative total rate. 
 
It should be noted that the actuary may choose to use a fresh start under other circumstances. In all cases, the 
fresh start period is set by the actuary at what is deemed appropriate; however, the period will not be less than 
five years, nor greater than 30 years. 
 
Asset Valuation Method 
 
It is the policy of the CalPERS Board of Administration to use professionally accepted amortization methods to 
eliminate unfunded accrued liabilities or surpluses in a manner that maintains benefit security for the members of 
the System while minimizing substantial variations in employer contribution rates. On April 17, 2013, the CalPERS 
Board of Administration approved a recommendation to change the CalPERS amortization and rate smoothing 
policies. Beginning with the June 30, 2013 valuations that set the 2015-16 rates, CalPERS will employ an 
amortization and smoothing policy that will pay for all gains and losses over a fixed 30-year period with the 
increases or decreases in the rate spread directly over a 5-year period. CalPERS will no longer use an actuarial 
value of assets and will use the market value of assets. This direct rate smoothing method is equivalent to a 
method using a 5-year asset smoothing period with no asset corridor and a 25-year amortization period for gains 
and losses. The change in asset value will also be amortized over 30 years with a 5-year ramp-up/ramp-down. 
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Actuarial Assumptions 

 
In 2014 CalPERS completed a 2-year asset liability management study incorporating actuarial assumptions and 
strategic asset allocation. On February 19, 2014 the CalPERS Board of Administration adopted relatively modest 
changes to the current asset allocation that will reduce the expected volatility of returns. The adopted asset 
allocation is expected to have a long-term blended return that continues to support a discount rate assumption of 
7.5 percent. The Board also approved several changes to the demographic assumptions that more closely align 
with actual experience. The most significant of these is mortality improvement to acknowledge the greater life 
expectancies we are seeing in our membership and expected continued improvements. The new actuarial 
assumptions will be used to set the FY 2016-17 contribution rates for public agency employers. The increase in 
liability due to new actuarial assumptions will be calculated in the 2014 actuarial valuation and will be amortized 
over a 20-year period with a 5-year ramp-up/ramp-down in accordance with Board policy. For more details, please 
refer to the experience study report that can be found at the following link: http://www.calpers.ca.gov/eip-
docs/about/pubs/employer/2014-experience-study.pdf 
 
Economic Assumptions 
 

Discount Rate 
7.5 percent compounded annually (net of expenses). This assumption is used for all plans. 
 

       Termination Liability Discount Rate 
The discount rate used for termination valuation is a weighted average of the 10 and 30-year US Treasury 
yields in effect on the valuation date that equal the duration of the pension liabilities. For purposes of this 
hypothetical termination liability estimate, the discount rate used, 3.72 percent is the yield on the 30-year 
US Treasury Separate Trading of Registered Interest and Principal of Securities (STRIPS) as of June 30, 
2013. Please note, as of June 30, 2014 the 30-year STRIPS yield was 3.55 percent. 

 
Salary Growth 

Annual increases vary by category, entry age, and duration of service. A sample of assumed increases are 
shown below. 

 

Public Agency Miscellaneous 

Duration of Service (Entry Age 20) (Entry Age 30) (Entry Age 40) 

0 0.1420 0.1240 0.0980 

1 0.1190 0.1050 0.0850 

2 0.1010 0.0910 0.0750 

3 0.0880 0.0800 0.0670 

4 0.0780 0.0710 0.0610 

5 0.0700 0.0650 0.0560 

10 0.0480 0.0460 0.0410 

15 0.0430 0.0410 0.0360 

20 0.0390 0.0370 0.0330 

25 0.0360 0.0360 0.0330 

30 0.0360 0.0360 0.0330 
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Salary Growth (continued) 

 

Public Agency Fire 

Duration of Service (Entry Age 20) (Entry Age 30) (Entry Age 40) 

0 0.1050 0.1050 0.1020 

1 0.0950 0.0940 0.0850 

2 0.0870 0.0830 0.0700 

3 0.0800 0.0750 0.0600 

4 0.0740 0.0680 0.0510 

5 0.0690 0.0620 0.0450 

10 0.0510 0.0460 0.0350 

15 0.0410 0.0390 0.0340 

20 0.0370 0.0360 0.0330 

25 0.0350 0.0350 0.0330 

30 0.0350 0.0350 0.0330 
 

Public Agency Police 

Duration of Service (Entry Age 20) (Entry Age 30) (Entry Age 40) 

0 0.1090 0.1090 0.1090 

1 0.0930 0.0930 0.0930 

2 0.0810 0.0810 0.0780 

3 0.0720 0.0700 0.0640 

4 0.0650 0.0610 0.0550 

5 0.0590 0.0550 0.0480 

10 0.0450 0.0420 0.0340 

15 0.0410 0.0390 0.0330 

20 0.0370 0.0360 0.0330 

25 0.0350 0.0340 0.0330 

30 0.0350 0.0340 0.0330 
 

Public Agency County Peace Officers 

Duration of Service (Entry Age 20) (Entry Age 30) (Entry Age 40) 

0 0.1290 0.1290 0.1290 

1 0.1090 0.1060 0.1030 

2 0.0940 0.0890 0.0840 

3 0.0820 0.0770 0.0710 

4 0.0730 0.0670 0.0610 

5 0.0660 0.0600 0.0530 

10 0.0460 0.0420 0.0380 

15 0.0410 0.0380 0.0360 
20 0.0370 0.0360 0.0340 

25 0.0350 0.0340 0.0330 

30 0.0350 0.0340 0.0330 
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Schools 

Duration of Service (Entry Age 20) (Entry Age 30) (Entry Age 40) 

0 0.1080 0.0960 0.0820 

1 0.0940 0.0850 0.0740 

2 0.0840 0.0770 0.0670 

3 0.0750 0.0700 0.0620 

4 0.0690 0.0640 0.0570 

5 0.0630 0.0600 0.0530 

10 0.0450 0.0440 0.0410 

15 0.0390 0.0380 0.0350 
20 0.0360 0.0350 0.0320 

25 0.0340 0.0340 0.0320 

30 0.0340 0.0340 0.0320 

 
 The Miscellaneous salary scale is used for Local Prosecutors. 
 The Police salary scale is used for Other Safety, Local Sheriff, and School Police. 

 
Overall Payroll Growth 

3.00 percent compounded annually (used in projecting the payroll over which the unfunded liability is 
amortized). This assumption is used for all plans. 
 

Inflation 
2.75 percent compounded annually. This assumption is used for all plans. 
 

Non-valued Potential Additional Liabilities 
The potential liability loss for a cost-of-living increase exceeding the 2.75 percent inflation assumption, 
and any potential liability loss from future member service purchases are not reflected in the valuation. 
 

Miscellaneous Loading Factors 
 

Credit for Unused Sick Leave 
Total years of service is increased by 1 percent for those plans that have accepted the provision providing 
Credit for Unused Sick Leave. 
 

Conversion of Employer Paid Member Contributions (EPMC)  
Total years of service is increased by the Employee Contribution Rate for those plans with the provision 
providing for the Conversion of Employer Paid Member Contributions (EPMC) during the final 
compensation period. 
 

Norris Decision (Best Factors) 
Employees hired prior to July 1, 1982 have projected benefit amounts increased in order to reflect the use 
of “Best Factors” in the calculation of optional benefit forms. This is due to a 1983 Supreme Court 
decision, known as the Norris decision, which required males and females to be treated equally in the 
determination of benefit amounts. Consequently, anyone already employed at that time is given the best 

possible conversion factor when optional benefits are determined. No loading is necessary for employees 
hired after July 1, 1982. 
 

      Termination Liability 
The termination liabilities include a 7 percent contingency load. This load is for unforeseen improvements 
in mortality. 
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Demographic Assumptions 
 

Pre-Retirement Mortality 
Non-Industrial Death Rates vary by age and gender. Industrial Death rates vary by age. See sample rates 
in table below. The non-industrial death rates are used for all plans. The industrial death rates are used 
for Safety Plans (except for Local Prosecutor safety members where the corresponding Miscellaneous Plan 
does not have the Industrial Death Benefit). 

 
 Non-Industrial Death Industrial Death 
 (Not Job-Related) (Job-Related) 

Age Male Female Male and Female 

20 0.00047 0.00016 0.00003 
25 0.00050 0.00026 0.00007 
30 0.00053 0.00036 0.00010 
35 0.00067 0.00046 0.00012 
40 0.00087 0.00065 0.00013 

45 0.00120 0.00093 0.00014 
50 0.00176 0.00126 0.00015 
55 0.00260 0.00176 0.00016 
60 0.00395 0.00266 0.00017 
65 0.00608 0.00419 0.00018 
70 0.00914 0.00649 0.00019 
75 0.01220 0.00878 0.00020 
80 0.01527 0.01108 0.00021 

 
Miscellaneous Plans usually have Industrial Death rates set to zero unless the agency has specifically 
contracted for Industrial Death benefits. If so, each Non-Industrial Death rate shown above will be split 
into two components; 99 percent will become the Non-Industrial Death rate and 1 percent will become the 
Industrial Death rate. 
 
 

Post-Retirement Mortality 
Rates vary by age, type of retirement and gender. See sample rates in table below. These rates are used 
for all plans. 
 

 
Healthy Recipients 

Non-Industrially Disabled Industrially Disabled 
 (Not Job-Related) (Job-Related) 

Age Male Female Male Female Male Female 

50 0.00239 0.00125 0.01632 0.01245 0.00443 0.00356 
55 0.00474 0.00243 0.01936 0.01580 0.00563 0.00546 
60 0.00720 0.00431 0.02293 0.01628 0.00777 0.00798 
65 0.01069 0.00775 0.03174 0.01969 0.01388 0.01184 
70 0.01675 0.01244 0.03870 0.03019 0.02236 0.01716 
75 0.03080 0.02071 0.06001 0.03915 0.03585 0.02665 
80 0.05270 0.03749 0.08388 0.05555 0.06926 0.04528 
85 0.09775 0.07005 0.14035 0.09577 0.11799 0.08017 

90 0.16747 0.12404 0.21554 0.14949 0.16575 0.13775 
95 0.25659 0.21556 0.31025 0.23055 0.26108 0.23331 
100 0.34551 0.31876 0.45905 0.37662 0.40918 0.35165 
105 0.58527 0.56093 0.67923 0.61523 0.64127 0.60135 
110 1.00000 1.00000 1.00000 1.00000 1.00000 1.00000 

 
The mortality assumptions are based on mortality rates resulting from the most recent CalPERS 
Experience Study adopted by the CalPERS Board, first used in the June 30, 2009 valuation. For purposes 
of the post-retirement mortality rates, those revised rates include 5 years of projected on-going mortality 
improvement using Scale AA published by the Society of Actuaries until June 30, 2010. There is no margin 
for future mortality improvement beyond the valuation date.  
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Miscellaneous Risk Pool A-7 
 
 

On February 19, 2014 the CalPERS Board adopted new recommended demographic assumption based on 

the most recent CalPERS Experience Study. These new actuarial assumptions will be implemented for the 
first time in the June 30, 2014 valuation. For purposes of the post-retirement mortality rates, the revised 
rates include 20 years of projected on-going mortality improvement using Scale BB published by the 
Society of Actuaries.  

 
Marital Status 

For active members, a percentage who are married upon retirement is assumed according to member 
category as shown in the following table. 
 

Member Category  Percent Married 

Miscellaneous Member  85% 
Local Police  90% 
Local Fire  90% 
Other Local Safety  90% 
School Police  90% 

 
Age of Spouse 

It is assumed that female spouses are 3 years younger than male spouses. This assumption is used for all 
plans. 
 

Terminated Members 
It is assumed that terminated members refund immediately if non-vested. Terminated members who are 
vested are assumed to follow the same service retirement pattern as active members but with a load to 
reflect the expected higher rates of retirement, especially at lower ages. The following table shows the 
load factors that are applied to the service retirement assumption for active members to obtain the 
service retirement pattern for separated vested members: 

 
 

Age  Load Factor 

50  450% 
51  250% 

52 through 56  200% 
57 through 60  150% 
61 through 64  125% 
65 and above  100% (no change) 

 
Termination with Refund 

Rates vary by entry age and service for Miscellaneous Plans. Rates vary by service for Safety Plans. See 
sample rates in tables below. 
 

Public Agency Miscellaneous 

Duration of 

Service Entry Age 20 Entry Age 25 Entry Age 30 Entry Age 35 Entry Age 40 Entry Age 45 

0 0.1742 0.1674 0.1606 0.1537 0.1468 0.1400 

1 0.1545 0.1477 0.1409 0.1339 0.1271 0.1203 

2 0.1348 0.1280 0.1212 0.1142 0.1074 0.1006 

3 0.1151 0.1083 0.1015 0.0945 0.0877 0.0809 

4 0.0954 0.0886 0.0818 0.0748 0.0680 0.0612 

5 0.0212 0.0193 0.0174 0.0155 0.0136 0.0116 

10 0.0138 0.0121 0.0104 0.0088 0.0071 0.0055 

15 0.0060 0.0051 0.0042 0.0032 0.0023 0.0014 

20 0.0037 0.0029 0.0021 0.0013 0.0005 0.0001 

25 0.0017 0.0011 0.0005 0.0001 0.0001 0.0001 

30 0.0005 0.0001 0.0001 0.0001 0.0001 0.0001 

35 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 
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Public Agency Safety 

Duration of Service Fire Police County Peace Officer 

0 0.0710 0.1013 0.0997 

1 0.0554 0.0636 0.0782 

2 0.0398 0.0271 0.0566 

3 0.0242 0.0258 0.0437 

4 0.0218 0.0245 0.0414 

5 0.0029 0.0086 0.0145 

10 0.0009 0.0053 0.0089 

15 0.0006 0.0027 0.0045 

20 0.0005 0.0017 0.0020 

25 0.0003 0.0012 0.0009 

30 0.0003 0.0009 0.0006 

35 0.0003 0.0009 0.0006 
 

The Police Termination and Refund rates are also used for Public Agency Local Prosecutors, Other Safety, 
Local Sheriff and School Police. 

 

Schools 

Duration of 

Service Entry Age 20 Entry Age 25 Entry Age 30 Entry Age 35 Entry Age 40 Entry Age 45 

0 0.1730 0.1627 0.1525 0.1422 0.1319 0.1217 

1 0.1585 0.1482 0.1379 0.1277 0.1174 0.1071 

2 0.1440 0.1336 0.1234 0.1131 0.1028 0.0926 

3 0.1295 0.1192 0.1089 0.0987 0.0884 0.0781 

4 0.1149 0.1046 0.0944 0.0841 0.0738 0.0636 

5 0.0278 0.0249 0.0221 0.0192 0.0164 0.0135 

10 0.0172 0.0147 0.0122 0.0098 0.0074 0.0049 

15 0.0115 0.0094 0.0074 0.0053 0.0032 0.0011 

20 0.0073 0.0055 0.0038 0.0020 0.0002 0.0002 

25 0.0037 0.0023 0.0010 0.0002 0.0002 0.0002 

30 0.0015 0.0003 0.0002 0.0002 0.0002 0.0002 

35 0.0002 0.0002 0.0002 0.0002 0.0002 0.0002 
 
 

Termination with Vested Benefits 
Rates vary by entry age and service for Miscellaneous Plans. Rates vary by service for Safety Plans. See 
sample rates in tables below. 
 

Public Agency Miscellaneous 

Duration of 

Service Entry Age 20 Entry Age 25 Entry Age 30 Entry Age 35 Entry Age 40 

5 0.0656 0.0597 0.0537 0.0477 0.0418 

10 0.0530 0.0466 0.0403 0.0339 0.0000 

15 0.0443 0.0373 0.0305 0.0000 0.0000 

20 0.0333 0.0261 0.0000 0.0000 0.0000 

25 0.0212 0.0000 0.0000 0.0000 0.0000 

30 0.0000 0.0000 0.0000 0.0000 0.0000 

35 0.0000 0.0000 0.0000 0.0000 0.0000 
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Public Agency Safety 

Duration of 
Service Fire Police 

County Peace 
Officer 

5 0.0162 0.0163 0.0265 

10 0.0061 0.0126 0.0204 

15 0.0058 0.0082 0.0130 

20 0.0053 0.0065 0.0074 

25 0.0047 0.0058 0.0043 

30 0.0045 0.0056 0.0030 

35 0.0000 0.0000 0.0000 
 

 When a member is eligible to retire, the termination with vested benefits probability is set to zero. 
 After termination with vested benefits, a miscellaneous member is assumed to retire at age 59 and a 

safety member at age 54. 
 The Police Termination with vested benefits rates are also used for Public Agency Local Prosecutors, 

Other Safety, Local Sheriff and School Police. 
 
 

Schools 

Duration of 

Service Entry Age 20 Entry Age 25 Entry Age 30 Entry Age 35 Entry Age 40 

5 0.0816 0.0733 0.0649 0.0566 0.0482 

10 0.0629 0.0540 0.0450 0.0359 0.0000 

15 0.0537 0.0440 0.0344 0.0000 0.0000 

20 0.0420 0.0317 0.0000 0.0000 0.0000 

25 0.0291 0.0000 0.0000 0.0000 0.0000 

30 0.0000 0.0000 0.0000 0.0000 0.0000 

35 0.0000 0.0000 0.0000 0.0000 0.0000 
 

 
Non-Industrial (Not Job-Related) Disability 

Rates vary by age and gender for Miscellaneous Plans. Rates vary by age and category for Safety Plans. 
 

 Miscellaneous Fire Police County Peace Officer Schools 

Age Male Female Male and Female Male and Female Male and Female Male Female 

20 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 

25 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 

30 0.0002 0.0002 0.0001 0.0002 0.0001 0.0002 0.0001 

35 0.0006 0.0009 0.0001 0.0003 0.0004 0.0006 0.0004 

40 0.0015 0.0016 0.0001 0.0004 0.0007 0.0014 0.0009 

45 0.0025 0.0024 0.0002 0.0005 0.0013 0.0028 0.0017 

50 0.0033 0.0031 0.0005 0.0008 0.0018 0.0044 0.0030 

55 0.0037 0.0031 0.0010 0.0013 0.0010 0.0049 0.0034 

60 0.0038 0.0025 0.0015 0.0020 0.0006 0.0043 0.0024 
 

 The Miscellaneous Non-Industrial Disability rates are used for Local Prosecutors. 
 The Police Non-Industrial Disability rates are also used for Other Safety, Local Sheriff and School 

Police. 
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Industrial (Job-Related) Disability 

Rates vary by age and category. 

Age Fire Police County Peace Officer 

20 0.0002 0.0007 0.0003 

25 0.0012 0.0032 0.0015 

30 0.0025 0.0064 0.0031 

35 0.0037 0.0097 0.0046 

40 0.0049 0.0129 0.0063 

45 0.0061 0.0161 0.0078 

50 0.0074 0.0192 0.0101 

55 0.0721 0.0668 0.0173 

60 0.0721 0.0668 0.0173 
 

 The Police Industrial Disability rates are also used for Local Sheriff and Other Safety. 
 Fifty Percent of the Police Industrial Disability rates are used for School Police. 
 One Percent of the Police Industrial Disability rates are used for Local Prosecutors. 
 Normally, rates are zero for Miscellaneous Plans unless the agency has specifically contracted for 

Industrial Disability benefits. If so, each miscellaneous non-industrial disability rate will be split into 
two components: 50 percent will become the Non-Industrial Disability rate and 50 percent will 
become the Industrial Disability rate. 

 
 
Service Retirement 

Retirement rates vary by age, service, and formula, except for the safety ½ @ 55 and 2% @ 55 formulas, 
where retirement rates vary by age only.
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      Service Retirement 

 
Public Agency Miscellaneous 1.5% @ 65 

 Duration of Service 

Age 5 Years 10 Years  15 Years  20 Years  25 Years  30 Years  

50 0.008 0.011 0.013 0.015 0.017 0.019 

51 0.007 0.010 0.012 0.013 0.015 0.017 

52 0.010 0.014 0.017 0.019 0.021 0.024 

53 0.008 0.012 0.015 0.017 0.019 0.022 

54 0.012 0.016 0.019 0.022 0.025 0.028 

55 0.018 0.025 0.031 0.035 0.038 0.043 

56 0.015 0.021 0.025 0.029 0.032 0.036 

57 0.020 0.028 0.033 0.038 0.043 0.048 

58 0.024 0.033 0.040 0.046 0.052 0.058 

59 0.028 0.039 0.048 0.054 0.060 0.067 

60 0.049 0.069 0.083 0.094 0.105 0.118 

61 0.062 0.087 0.106 0.120 0.133 0.150 

62 0.104 0.146 0.177 0.200 0.223 0.251 

63 0.099 0.139 0.169 0.191 0.213 0.239 

64 0.097 0.136 0.165 0.186 0.209 0.233 

65 0.140 0.197 0.240 0.271 0.302 0.339 

66 0.092 0.130 0.157 0.177 0.198 0.222 

67 0.129 0.181 0.220 0.249 0.277 0.311 

68 0.092 0.129 0.156 0.177 0.197 0.221 

69 0.092 0.130 0.158 0.178 0.199 0.224 

70 0.103 0.144 0.175 0.198 0.221 0.248 
 

Public Agency Miscellaneous 2% @ 60 

 Duration of Service 

Age 5 Years 10 Years  15 Years  20 Years  25 Years  30 Years  

50 0.011 0.015 0.018 0.021 0.023 0.026 

51 0.009 0.013 0.016 0.018 0.020 0.023 

52 0.013 0.018 0.022 0.025 0.028 0.031 

53 0.011 0.016 0.019 0.022 0.025 0.028 

54 0.015 0.021 0.025 0.028 0.032 0.036 

55 0.023 0.032 0.039 0.044 0.049 0.055 

56 0.019 0.027 0.032 0.037 0.041 0.046 

57 0.025 0.035 0.042 0.048 0.054 0.060 

58 0.030 0.042 0.051 0.058 0.065 0.073 

59 0.035 0.049 0.060 0.068 0.076 0.085 

60 0.062 0.087 0.105 0.119 0.133 0.149 

61 0.079 0.110 0.134 0.152 0.169 0.190 

62 0.132 0.186 0.225 0.255 0.284 0.319 

63 0.126 0.178 0.216 0.244 0.272 0.305 

64 0.122 0.171 0.207 0.234 0.262 0.293 

65 0.173 0.243 0.296 0.334 0.373 0.418 

66 0.114 0.160 0.194 0.219 0.245 0.274 

67 0.159 0.223 0.271 0.307 0.342 0.384 

68 0.113 0.159 0.193 0.218 0.243 0.273 

69 0.114 0.161 0.195 0.220 0.246 0.276 

70 0.127 0.178 0.216 0.244 0.273 0.306 
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      Service Retirement 

 
Public Agency Miscellaneous 2% @ 55 

 Duration of Service 

Age 5 Years 10 Years  15 Years  20 Years  25 Years  30 Years  

50 0.015 0.020 0.024 0.029 0.033 0.039 

51 0.013 0.016 0.020 0.024 0.027 0.033 

52 0.014 0.018 0.022 0.027 0.030 0.036 

53 0.017 0.022 0.027 0.032 0.037 0.043 

54 0.027 0.034 0.041 0.049 0.056 0.067 

55 0.050 0.064 0.078 0.094 0.107 0.127 

56 0.045 0.057 0.069 0.083 0.095 0.113 

57 0.048 0.061 0.074 0.090 0.102 0.122 

58 0.052 0.066 0.080 0.097 0.110 0.131 

59 0.060 0.076 0.092 0.111 0.127 0.151 

60 0.072 0.092 0.112 0.134 0.153 0.182 

61 0.089 0.113 0.137 0.165 0.188 0.224 

62 0.128 0.162 0.197 0.237 0.270 0.322 

63 0.129 0.164 0.199 0.239 0.273 0.325 

64 0.116 0.148 0.180 0.216 0.247 0.294 

65 0.174 0.221 0.269 0.323 0.369 0.439 

66 0.135 0.171 0.208 0.250 0.285 0.340 

67 0.133 0.169 0.206 0.247 0.282 0.336 

68 0.118 0.150 0.182 0.219 0.250 0.297 

69 0.116 0.147 0.179 0.215 0.246 0.293 

70 0.138 0.176 0.214 0.257 0.293 0.349 
 

Public Agency Miscellaneous 2.5% @ 55 

 Duration of Service 

Age 5 Years 10 Years  15 Years  20 Years  25 Years  30 Years  

50 0.026 0.033 0.040 0.048 0.055 0.062 

51 0.021 0.026 0.032 0.038 0.043 0.049 

52 0.021 0.026 0.032 0.038 0.043 0.049 

53 0.026 0.033 0.040 0.048 0.055 0.062 

54 0.043 0.054 0.066 0.078 0.089 0.101 

55 0.088 0.112 0.136 0.160 0.184 0.208 

56 0.055 0.070 0.085 0.100 0.115 0.130 

57 0.061 0.077 0.094 0.110 0.127 0.143 

58 0.072 0.091 0.111 0.130 0.150 0.169 

59 0.083 0.105 0.128 0.150 0.173 0.195 

60 0.088 0.112 0.136 0.160 0.184 0.208 

61 0.083 0.105 0.128 0.150 0.173 0.195 

62 0.121 0.154 0.187 0.220 0.253 0.286 

63 0.105 0.133 0.162 0.190 0.219 0.247 

64 0.105 0.133 0.162 0.190 0.219 0.247 

65 0.143 0.182 0.221 0.260 0.299 0.338 

66 0.105 0.133 0.162 0.190 0.219 0.247 

67 0.105 0.133 0.162 0.190 0.219 0.247 

68 0.105 0.133 0.162 0.190 0.219 0.247 

69 0.105 0.133 0.162 0.190 0.219 0.247 

70 0.125 0.160 0.194 0.228 0.262 0.296 
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      Service Retirement 

 
Public Agency Miscellaneous 2.7% @ 55 

 Duration of Service 

Age 5 Years 10 Years  15 Years  20 Years  25 Years  30 Years  

50 0.028 0.035 0.043 0.050 0.058 0.065 

51 0.022 0.028 0.034 0.040 0.046 0.052 

52 0.022 0.028 0.034 0.040 0.046 0.052 

53 0.028 0.035 0.043 0.050 0.058 0.065 

54 0.044 0.056 0.068 0.080 0.092 0.104 

55 0.091 0.116 0.140 0.165 0.190 0.215 

56 0.061 0.077 0.094 0.110 0.127 0.143 

57 0.063 0.081 0.098 0.115 0.132 0.150 

58 0.074 0.095 0.115 0.135 0.155 0.176 

59 0.083 0.105 0.128 0.150 0.173 0.195 

60 0.088 0.112 0.136 0.160 0.184 0.208 

61 0.085 0.109 0.132 0.155 0.178 0.202 

62 0.124 0.158 0.191 0.225 0.259 0.293 

63 0.107 0.137 0.166 0.195 0.224 0.254 

64 0.107 0.137 0.166 0.195 0.224 0.254 

65 0.146 0.186 0.225 0.265 0.305 0.345 

66 0.107 0.137 0.166 0.195 0.224 0.254 

67 0.107 0.137 0.166 0.195 0.224 0.254 

68 0.107 0.137 0.166 0.195 0.224 0.254 

69 0.107 0.137 0.166 0.195 0.224 0.254 

70 0.129 0.164 0.199 0.234 0.269 0.304 
 

Public Agency Miscellaneous 3% @ 60 

 Duration of Service 

Age 5 Years 10 Years  15 Years  20 Years  25 Years  30 Years  

50 0.026 0.033 0.040 0.048 0.055 0.062 

51 0.021 0.026 0.032 0.038 0.043 0.049 

52 0.019 0.025 0.030 0.035 0.040 0.046 

53 0.025 0.032 0.038 0.045 0.052 0.059 

54 0.039 0.049 0.060 0.070 0.081 0.091 

55 0.083 0.105 0.128 0.150 0.173 0.195 

56 0.055 0.070 0.085 0.100 0.115 0.130 

57 0.061 0.077 0.094 0.110 0.127 0.143 

58 0.072 0.091 0.111 0.130 0.150 0.169 

59 0.080 0.102 0.123 0.145 0.167 0.189 

60 0.094 0.119 0.145 0.170 0.196 0.221 

61 0.088 0.112 0.136 0.160 0.184 0.208 

62 0.127 0.161 0.196 0.230 0.265 0.299 

63 0.110 0.140 0.170 0.200 0.230 0.260 

64 0.110 0.140 0.170 0.200 0.230 0.260 

65 0.149 0.189 0.230 0.270 0.311 0.351 

66 0.110 0.140 0.170 0.200 0.230 0.260 

67 0.110 0.140 0.170 0.200 0.230 0.260 

68 0.110 0.140 0.170 0.200 0.230 0.260 

69 0.110 0.140 0.170 0.200 0.230 0.260 

70 0.132 0.168 0.204 0.240 0.276 0.312 
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Miscellaneous Risk Pool A-14 
 
 

 

      Service Retirement 
 

Public Agency Miscellaneous 2% @ 62 

 Duration of Service 

Age 5 Years 10 Years  15 Years  20 Years  25 Years  30 Years  

50 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 

51 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 

52 0.0103 0.0132 0.0160 0.0188 0.0216 0.0244 

53 0.0131 0.0167 0.0202 0.0238 0.0273 0.0309 

54 0.0213 0.0272 0.0330 0.0388 0.0446 0.0504 

55 0.0440 0.0560 0.0680 0.0800 0.0920 0.1040 

56 0.0303 0.0385 0.0468 0.0550 0.0633 0.0715 

57 0.0363 0.0462 0.0561 0.0660 0.0759 0.0858 

58 0.00465 0.0592 0.0718 0.0845 0.0972 0.1099 

59 0.0578 0.0735 0.0893 0.1050 0.1208 0.1365 

60 0.0616 0.0784 0.0952 0.1120 0.1288 0.1456 

61 0.0888 0.0788 0.0956 0.1125 0.1294 0.1463 

62 0.0941 0.1232 0.1496 0.1760 0.2024 0.2288 

63 0.1287 0.1131 0.1373 0.1615 0.1857 0.2100 

64 0.1045 0.1197 0.1454 0.1710 0.1967 0.2223 

65 0.1045 0.1638 0.1989 0.2340 0.2691 0.3042 

66 0.1045 0.1330 0.1615 0.1900 0.2185 0.2470 

67 0.1045 0.1330 0.1615 0.1900 0.2185 0.2470 

68 0.1045 0.1330 0.1615 0.1900 0.2185 0.2470 

69 0.1045 0.1330 0.1615 0.1900 0.2185 0.2470 

70 0.1254 0.1596 0.1938 0.2280 0.2622 0.9640 

 
 
 
Service Retirement 
 

 

Public Agency Fire ½ @ 55 and 2% @ 55 

Age 
50 
51 
52 
53 
54 
55 
 

Rate 
0.01588 
0.00000 
0.03442 
0.01990 
0.04132 
0.07513 

  Age 
56 
57 
58 
59 
60 

Rate 
0.11079 
0.00000 
0.09499 
0.04409 
1.00000 

 

 
Public Agency Police ½ @ 55 and 2% @ 55 

Age 
50 
51 
52 
53 
54 
55 

Rate 
0.02552 
0.00000 
0.01637 
0.02717 
0.00949 
0.16674 

  Age 
56 
57 
58 
59 
60 

Rate 
0.06921 
0.05113 
0.07241 
0.07043 
1.00000 

 
 
 

Page 178 of 237



CALPERS ACTUARIAL VALUATION - June 30, 2013 

ACTUARIAL METHODS AND ASSUMPTIONS  APPENDIX A 

 

Miscellaneous Risk Pool A-15 
 
 

Service Retirement 

 

Public Agency Police 2% @ 50 

 Duration of Service 

Age 5 Years 10 Years  15 Years  20 Years  25 Years  30 Years  

50 0.014 0.014 0.014 0.014 0.025 0.045 

51 0.012 0.012 0.012 0.012 0.023 0.040 

52 0.026 0.026 0.026 0.026 0.048 0.086 

53 0.052 0.052 0.052 0.052 0.096 0.171 

54 0.070 0.070 0.070 0.070 0.128 0.227 

55 0.090 0.090 0.090 0.090 0.165 0.293 

56 0.064 0.064 0.064 0.064 0.117 0.208 

57 0.071 0.071 0.071 0.071 0.130 0.232 

58 0.063 0.063 0.063 0.063 0.115 0.205 

59 0.140 0.140 0.140 0.140 0.174 0.254 

60 0.140 0.140 0.140 0.140 0.172 0.251 

61 0.140 0.140 0.140 0.140 0.172 0.251 

62 0.140 0.140 0.140 0.140 0.172 0.251 

63 0.140 0.140 0.140 0.140 0.172 0.251 

64 0.140 0.140 0.140 0.140 0.172 0.251 

65 1.000 1.000 1.000 1.000 1.000 1.000 
 
 

 These rates also apply to Local Prosecutors, Local Sheriff, School Police and Other Safety. 
 

 
 
 

      Service Retirement 
 

Public Agency Fire 2% @ 50 

 Duration of Service 

Age 5 Years 10 Years  15 Years  20 Years  25 Years  30 Years  

50 0.007 0.007 0.007 0.007 0.010 0.015 

51 0.008 0.008 0.008 0.008 0.013 0.019 

52 0.017 0.017 0.017 0.017 0.027 0.040 

53 0.047 0.047 0.047 0.047 0.072 0.107 

54 0.064 0.064 0.064 0.064 0.098 0.147 

55 0.087 0.087 0.087 0.087 0.134 0.200 

56 0.078 0.078 0.078 0.078 0.120 0.180 

57 0.090 0.090 0.090 0.090 0.139 0.208 

58 0.079 0.079 0.079 0.079 0.122 0.182 

59 0.073 0.073 0.073 0.073 0.112 0.168 

60 0.114 0.114 0.114 0.114 0.175 0.262 

61 0.114 0.114 0.114 0.114 0.175 0.262 

62 0.114 0.114 0.114 0.114 0.175 0.262 

63 0.114 0.114 0.114 0.114 0.175 0.262 

64 0.114 0.114 0.114 0.114 0.175 0.262 

65 1.000 1.000 1.000 1.000 1.000 1.000 
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Miscellaneous Risk Pool A-16 
 
 

Service Retirement 

 

Public Agency Police 3% @  55 

 Duration of Service 

Age 5 Years 10 Years  15 Years  20 Years  25 Years  30 Years  

50 0.019 0.019 0.019 0.019 0.040 0.060 

51 0.024 0.024 0.024 0.024 0.049 0.074 

52 0.024 0.024 0.024 0.024 0.051 0.077 

53 0.059 0.059 0.059 0.059 0.121 0.183 

54 0.069 0.069 0.069 0.069 0.142 0.215 

55 0.116 0.116 0.116 0.116 0.240 0.363 

56 0.076 0.076 0.076 0.076 0.156 0.236 

57 0.058 0.058 0.058 0.058 0.120 0.181 

58 0.076 0.076 0.076 0.076 0.157 0.237 

59 0.094 0.094 0.094 0.094 0.193 0.292 

60 0.141 0.141 0.141 0.141 0.290 0.438 

61 0.094 0.094 0.094 0.094 0.193 0.292 

62 0.118 0.118 0.118 0.118 0.241 0.365 

63 0.094 0.094 0.094 0.094 0.193 0.292 

64 0.094 0.094 0.094 0.094 0.193 0.292 

65 1.000 1.000 1.000 1.000 1.000 1.000 
 
 

 These rates also apply to Local Prosecutors, Local Sheriff, School Police and Other Safety. 
 
 
 
 

      Service Retirement 
 

Public Agency Fire 3% @ 55 

 Duration of Service 

Age 5 Years 10 Years  15 Years  20 Years  25 Years  30 Years  

50 0.012 0.012 0.012 0.018 0.028 0.033 

51 0.008 0.008 0.008 0.012 0.019 0.022 

52 0.018 0.018 0.018 0.027 0.042 0.050 

53 0.043 0.043 0.043 0.062 0.098 0.114 

54 0.057 0.057 0.057 0.083 0.131 0.152 

55 0.092 0.092 0.092 0.134 0.211 0.246 

56 0.081 0.081 0.081 0.118 0.187 0.218 

57 0.100 0.100 0.100 0.146 0.230 0.268 

58 0.081 0.081 0.081 0.119 0.187 0.219 

59 0.078 0.078 0.078 0.113 0.178 0.208 

60 0.117 0.117 0.117 0.170 0.267 0.312 

61 0.078 0.078 0.078 0.113 0.178 0.208 

62 0.098 0.098 0.098 0.141 0.223 0.260 

63 0.078 0.078 0.078 0.113 0.178 0.208 

64 0.078 0.078 0.078 0.113 0.178 0.208 

65 1.000 1.000 1.000 1.000 1.000 1.000 
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Miscellaneous Risk Pool A-17 
 
 

Service Retirement 

 

Public Agency Police 2% @ 57 

 Duration of Service 

Age 5 Years 10 Years  15 Years  20 Years  25 Years  30 Years  

50 0.0110 0.0110 0.0110 0.0110 0.0202 0.0361 

51 0.0086 0.0086 0.0086 0.0086 0.0158 0.0281 

52 0.0183 0.0183 0.0183 0.0183 0.0336 0.0599 

53 0.0366 0.0366 0.0366 0.0366 0.0670 0.1194 

54 0.0488 0.0488 0.0488 0.0488 0.0893 0.1592 

55 0.0629 0.0629 0.0629 0.0629 0.1152 0.2052 

56 0.0447 0.0447 0.0447 0.0447 0.0816 0.1455 

57 0.0640 0.0640 0.0640 0.0640 0.1170 0.2086 

58 0.0471 0.0471 0.0471 0.0471 0.0862 0.1537 

59 0.1047 0.1047 0.1047 0.1047 0.1301 0.1908 

60 0.1047 0.1047 0.1047 0.1047 0.1289 0.1880 

61 0.1047 0.1047 0.1047 0.1047 0.1289 0.1880 

62 0.1047 0.1047 0.1047 0.1047 0.1289 0.1880 

63 0.1047 0.1047 0.1047 0.1047 0.1289 0.1880 

64 0.1047 0.1047 0.1047 0.1047 0.1289 0.1880 

65 1.0000 1.0000 1.0000 1.0000 1.0000 1.000 
 

 
 These rates also apply to Local Prosecutors, Local Sheriff, School Police and Other Safety. 

 
 
 
 

      Service Retirement 
 

Public Agency Fire 2% @ 57 

 Duration of Service 

Age 5 Years 10 Years  15 Years  20 Years  25 Years  30 Years  

50 0.0052 0.0052 0.0052 0.0052 0.0081 0.0121 

51 0.0057 0.0057 0.0057 0.0057 0.0088 0.0131 

52 0.0121 0.0121 0.0121 0.0121 0.0187 0.0280 

53 0.0326 0.0326 0.0326 0.0326 0.0501 0.0750 

54 0.0447 0.0447 0.0447 0.0447 0.0688 0.1030 

55 0.0608 0.0608 0.0608 0.0608 0.0935 01400 

56 0.0545 0.0545 0.0545 0.0545 0.0840 0.1257 

57 0.0811 0.0811 0.0811 0.0811 0.01248 0.1869 

58 0.0593 0.0593 0.0593 0.0593 0.0913 0.1366 

59 0.0547 0.0547 0.0547 0.0547 0.0842 0.1261 

60 0.0851 0.0851 0.0851 0.0851 0.1310 0.1961 

61 0.0852 0.0852 0.0852 0.0852 0.1312 0.1964 

62 0.0852 0.0852 0.0852 0.0852 0.1312 0.1964 

63 0.0852 0.0852 0.0852 0.0852 0.1312 0.1964 

64 0.0852 0.0852 0.0852 0.0852 0.1312 0.1964 

65 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 
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Miscellaneous Risk Pool A-18 
 
 

Service Retirement 

 

Public Agency Police 2.5% @ 57 

 Duration of Service 

Age 5 Years 10 Years  15 Years  20 Years  25 Years  30 Years  

50 0.0138 0.0138 0.0138 0.0138 0.0253 0.0451 

51 0.0117 0.0117 0.0117 0.0117 0.0215 0.0382 

52 0.0249 0.0249 0.0249 0.0249 0.0456 0.0812 

53 0.0471 0.0471 0.0471 0.0471 0.0861 0.1535 

54 0.0627 0.0627 0.0627 0.0627 0.1148 0.2047 

55 0.0764 0.0764 0.0764 0.0764 0.1398 0.2492 

56 0.0542 0.0542 0.0542 0.0542 0.0991 0.1767 

57 0.0711 0.0711 0.0711 0.0711 0.1300 0.2318 

58 0.0565 0.0565 0.0565 0.0565 0.1034 0.1844 

59 0.1256 0.1256 0.1256 0.1256 0.1562 0.2290 

60 0.1256 0.1256 0.1256 0.1256 0.1547 0.2255 

61 0.1256 0.1256 0.1256 0.1256 0.1547 0.2255 

62 0.1256 0.1256 0.1256 0.1256 0.1547 0.2255 

63 0.1256 0.1256 0.1256 0.1256 0.1547 0.2255 

64 0.1256 0.1256 0.1256 0.1256 0.1547 0.2255 

65 1.0000 1.0000 1.0000 1.0000 1.0000 1.000 
 
 

 These rates also apply to Local Prosecutors, Local Sheriff, School Police and Other Safety. 
 
 
 
 

Service Retirement 
 

Public Agency Fire 2.5% @ 57 

 Duration of Service 

Age 5 Years 10 Years  15 Years  20 Years  25 Years  30 Years  

50 0.0065 0.0065 0.0065 0.0065 0.0101 0.0151 

51 0.0077 0.0077 0.0077 0.0077 0.0119 0.0178 

52 0.0164 0.0164 0.0164 0.0164 0.0254 0.0380 

53 0.0419 0.0419 0.0419 0.0419 0.0644 0.0965 

54 0.0574 0.0574 0.0574 0.0574 0.0885 0.1324 

55 0.0738 0.0738 0.0738 0.0738 0.1136 01700 

56 0.0662 0.0662 0.0662 0.0662 0.1020 0.2077 

57 0.0901 0.0901 0.0901 0.0901 0.1387 0.1639 

58 0.0711 0.0711 0.0711 0.0711 0.1095 0.1513 

59 0.0656 0.0656 0.0656 0.0656 0.1011 0.2354 

60 0.1022 0.1022 0.1022 0.1022 0.1572 0.2356 

61 0.1022 0.1022 0.1022 0.1022 0.1574 0.2356 

62 0.1022 0.1022 0.1022 0.1022 0.1574 0.2356 

63 0.1022 0.1022 0.1022 0.1022 0.1574 0.2356 

64 0.1022 0.1022 0.1022 0.1022 0.1574 0.2356 

65 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 
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Miscellaneous Risk Pool A-19 
 
 

Service Retirement 

 

Public Agency Police 2.7% @ 57 

 Duration of Service 

Age 5 Years 10 Years  15 Years  20 Years  25 Years  30 Years  

50 0.0138 0.0138 0.0138 0.0138 0.0253 0.0451 

51 0.0123 0.0123 0.0123 0.0123 0.0226 0.0402 

52 0.0249 0.0249 0.0249 0.0249 0.0456 0.0812 

53 0.0497 0.0497 0.0497 0.0497 0.0909 0.1621 

54 0.0662 0.0662 0.0662 0.0662 0.1211 0.2160 

55 0.0854 0.0854 0.0854 0.0854 0.1563 0.2785 

56 0.0606 0.0606 0.0606 0.0606 0.1108 0.1975 

57 0.0711 0.0711 0.0711 0.0711 0.1300 0.2318 

58 0.0628 0.0628 0.0628 0.0628 0.1149 0.2049 

59 0.1396 0.1396 0.1396 0.1396 0.1735 0.2544 

60 0.1396 0.1396 0.1396 0.1396 0.1719 0.2506 

61 0.1396 0.1396 0.1396 0.1396 0.1719 0.2506 

62 0.1396 0.1396 0.1396 0.1396 0.1719 0.2506 

63 0.1396 0.1396 0.1396 0.1396 0.1719 0.2506 

64 0.1396 0.1396 0.1396 0.1396 0.1719 0.2506 

65 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 
 
 

 These rates also apply to Local Prosecutors, Local Sheriff, School Police and Other Safety. 
 
 
Service Retirement 
 

Public Agency Fire 2.7% @ 57 

 Duration of Service 

Age 5 Years 10 Years  15 Years  20 Years  25 Years  30 Years  

50 0.0065 0.0065 0.0065 0.0065 0.0101 0.0151 

51 0.0081 0.0081 0.0081 0.0081 0.0125 0.0187 

52 0.0164 0.0164 0.0164 0.0164 0.0254 0.0380 

53 0.0442 0.0442 0.0442 0.0442 0.0680 0.1018 

54 0.0606 0.0606 0.0606 0.0606 0.0934 0.1397 

55 0.0825 0.0825 0.0825 0.0825 0.1269 01900 

56 0.0740 0.0740 0.0740 0.0740 0.1140 0.1706 

57 0.0901 0.0901 0.0901 0.0901 0.1387 0.2077 

58 0.0790 0.0790 0.0790 0.0790 0.1217 0.1821 

59 0.0729 0.0729 0.0729 0.0729 0.1123 0.1681 

60 0.1135 0.1135 0.1135 0.1135 0.1747 0.2615 

61 0.1136 0.1136 0.1136 0.1136 0.1749 0.2618 

62 0.1136 0.1136 0.1136 0.1136 0.1749 0.2618 

63 0.1136 0.1136 0.1136 0.1136 0.1749 0.2618 

64 0.1136 0.1136 0.1136 0.1136 0.1749 0.2618 

65 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 
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Miscellaneous Risk Pool A-20 
 
 

Service Retirement 

 
Schools 2% @ 55 

 Duration of Service 

Age 5 Years 10 Years  15 Years  20 Years  25 Years  30 Years  

50 0.005 0.009 0.013 0.015 0.016 0.018 

51 0.005 0.010 0.014 0.017 0.019 0.021 

52 0.006 0.012 0.017 0.020 0.022 0.025 

53 0.007 0.014 0.019 0.023 0.026 0.029 

54 0.012 0.024 0.033 0.039 0.044 0.049 

55 0.024 0.048 0.067 0.079 0.088 0.099 

56 0.020 0.039 0.055 0.065 0.072 0.081 

57 0.021 0.042 0.059 0.070 0.078 0.087 

58 0.025 0.050 0.070 0.083 0.092 0.103 

59 0.029 0.057 0.080 0.095 0.105 0.118 

60 0.037 0.073 0.102 0.121 0.134 0.150 

61 0.046 0.090 0.126 0.149 0.166 0.186 

62 0.076 0.151 0.212 0.250 0.278 0.311 

63 0.069 0.136 0.191 0.225 0.251 0.281 

64 0.067 0.133 0.185 0.219 0.244 0.273 

65 0.091 0.180 0.251 0.297 0.331 0.370 

66 0.072 0.143 0.200 0.237 0.264 0.295 

67 0.067 0.132 0.185 0.218 0.243 0.272 

68 0.060 0.118 0.165 0.195 0.217 0.243 

69 0.067 0.133 0.187 0.220 0.246 0.275 

70 0.066 0.131 0.183 0.216 0.241 0.270 
 

 
 

Miscellaneous 

 
Superfunded Status 
 
Prior to enactment of the Public Employees’ Pension Reform Act (PEPRA) that became effective January 1, 2013, a 
plan in superfunded status (actuarial value of assets exceeding present value of benefits) would normally pay a 
zero employer contribution rate while also being permitted to use its superfunded assets to pay its employees’ 
normal member contributions.   
 
However, Section 7522.52(a) of PEPRA states, “In any fiscal year a public employer’s contribution to a defined 
benefit plan, in combination with employee contributions to that defined benefit plan, shall not be less than the 
total normal cost rate…” This means that not only must employers pay their employer normal cost regardless of 
plan surplus, but also, employers may no longer use superfunded assets to pay employee normal member 
contributions. 
 
Internal Revenue Code Section 415 
 
The limitations on benefits imposed by Internal Revenue Code Section 415 are taken into account in this valuation. 
Each year the impact of any changes in this limitation since the prior valuation is included and amortized as part of 
the actuarial gain or loss base. This results in lower contributions for those employers contributing to the 
Replacement Benefit Fund and protects CalPERS from prefunding expected benefits in excess of limits imposed by 
federal tax law. 
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Miscellaneous Risk Pool A-21 
 
 

Internal Revenue Code Section 401(a)(17) 

 
The limitations on compensation imposed by Internal Revenue Code Section 401(a)(17) are taken into account in 
this valuation. Each year, the impact of any changes in the compensation limitation since the prior valuation is 
included and amortized as part of the actuarial gain or loss base. 
 
PEPRA Assumptions 
  
The Public Employees’ Pension Reform Act of 2013 (PEPRA) mandated new benefit formulas and new member 
contributions for new members (as defined by PEPRA) hired after January 1, 2013. For non-pooled plans, these 
new members will first be reflected in the June 30, 2013 non-pooled plan valuations. New members in pooled 
plans will first be reflected in the new Miscellaneous and Safety risk pools created by the CalPERS Board in 
November 2012 in response to the passage of PEPRA, also beginning with the June 30, 2013 valuation. Different  
assumptions for these new PEPRA members are disclosed above.
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Miscellaneous Risk Pool   
 

B-1 

The following is a description of the principal plan provisions used in calculating costs and liabilities. We have 
indicated whether a plan provision is standard or optional. Standard benefits are applicable to all members while 
optional benefits vary among employers. Optional benefits that apply to a single period of time, such as Golden 
Handshakes, have not been included. Many of the statements in this summary are general in nature, and are 
intended to provide an easily understood summary of the complex Public Employees’ Retirement Law. The law 
itself governs in all situations. 
 

PEPRA Benefit Changes  

The Public Employees’ Pension Reform Act of 2013 (PEPRA) requires new benefits and member contributions for 
new members as defined by PEPRA, that are hired after January 1, 2013. These PEPRA members are reflected in 
your June 30, 2013 actuarial valuation. Members in pooled plans are reflected in the new Miscellaneous and Safety 
risk pools created by the CalPERS Board in response to the passage of PEPRA, beginning with the June 30, 2013 
valuation. 

 

Service Retirement 

 
Eligibility 
A classic CalPERS member or PEPRA Safety member becomes eligible for Service Retirement upon attainment of 
age 50 with at least 5 years of credited service (total service across all CalPERS employers, and with certain other 
Retirement Systems with which CalPERS has reciprocity agreements). For employees hired into a plan with the 
1.5% at 65 formula, eligibility for service retirement is age 55 with at least 5 years of service. PEPRA miscellaneous 
members become eligible for Service Retirement upon attainment of age 52 with at least 5 years of service. 

 
Benefit 
The Service Retirement benefit is a monthly allowance equal to the product of the benefit factor, years of service, 
and final compensation. 
 
 The benefit factor depends on the benefit formula specified in your agency’s contract. The table below shows 

the factors for each of the available formulas. Factors vary by the member’s age at retirement. Listed are the 
factors for retirement at whole year ages: 

 
Miscellaneous Plan Formulas 
 

Retirement 
Age 

1.5% at 
65 

2% at 60 2% at 55 
2.5% at 

55 
2.7% at 

55 
3% at 60 

 
PEPRA 

2% at 62 

50 0.5000% 1.092% 1.426% 2.000% 2.000% 2.000% N/A 

51 0.5667% 1.156% 1.522% 2.100% 2.140% 2.100% N/A 

52 0.6334% 1.224% 1.628% 2.200% 2.280% 2.200% 1.000% 

53 0.7000% 1.296% 1.742% 2.300% 2.420% 2.300% 1.100% 

54 0.7667% 1.376% 1.866% 2.400% 2.560% 2.400% 1.200% 

55 0.8334% 1.460% 2.000% 2.500% 2.700% 2.500% 1.300% 

56 0.9000% 1.552% 2.052% 2.500% 2.700% 2.600% 1.400% 

57 0.9667% 1.650% 2.104% 2.500% 2.700% 2.700% 1.500% 

58 1.0334% 1.758% 2.156% 2.500% 2.700% 2.800% 1.600% 

59 1.1000% 1.874% 2.210% 2.500% 2.700% 2.900% 1.700% 

60 1.1667% 2.000% 2.262% 2.500% 2.700% 3.000% 1.800% 

61 1.2334% 2.134% 2.314% 2.500% 2.700% 3.000% 1.900% 

62 1.3000% 2.272% 2.366% 2.500% 2.700% 3.000% 2.000% 
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63 1.3667% 2.418% 2.418% 2.500% 2.700% 3.000% 2.100% 

64 1.4334% 2.418% 2.418% 2.500% 2.700% 3.000% 2.200% 

65 1.5000% 2.418% 2.418% 2.500% 2.700% 3.000% 2.300% 

66 1.5000% 2.418% 2.418% 2.500% 2.700% 3.000% 2.400% 

67 & up 1.5000% 2.418% 2.418% 2.500% 2.700% 3.000% 2.500% 

 
Safety Plan Formulas 
 

Retirement 
Age 

½ at 55 * 2% at 55 2% at 50 3% at 55 3% at 50 

50 1.783% 1.426% 2.000% 2.400% 3.000% 

51 1.903% 1.522% 2.140% 2.520% 3.000% 

52 2.035% 1.628% 2.280% 2.640% 3.000% 

53 2.178% 1.742% 2.420% 2.760% 3.000% 

54 2.333% 1.866% 2.560% 2.880% 3.000% 

55 & Up 2.500% 2.000% 2.700% 3.000% 3.000% 

 
* For this formula, the benefit factor also varies by entry age. The factors shown are for members with an entry 
age of 35 or greater. If entry age is less than 35, then the age 55 benefit factor is 50 percent divided by the 
difference between age 55 and entry age. The benefit factor for ages prior to age 55 is the same proportion of the 
age 55 benefit factor as in the above table. 
 
PEPRA Safety Plan Formulas 
 

Retirement Age 2% at 57  2.5% at 57 2.7% at 57 

50 1.426% 2.000% 2.000% 

51 1.508% 2.071% 2.100% 

52 1.590% 2.143% 2.200% 

53 1.672% 2.214% 2.300% 

54 1.754% 2.286% 2.400% 

55  1.836% 2.357% 2.500% 

56 1.918% 2.429% 2.600% 

57 & Up 2.000% 2.500% 2.700% 

 
 
 The years of service is the amount credited by CalPERS to a member while he or she is employed in this group 

(or for other periods that are recognized under the employer’s contract with CalPERS). For a member who has 
earned service with multiple CalPERS employers, the benefit from each employer is calculated separately 
according to each employer’s contract, and then added together for the total allowance. An agency may 
contract for an optional benefit where any unused sick leave accumulated at the time of retirement will be 
converted to credited service at a rate of 0.004 years of service for each day of sick leave.  

 
 The final compensation is the monthly average of the member’s highest 36 or 12 consecutive months’ full-time 

equivalent monthly pay (no matter which CalPERS employer paid this compensation). The standard benefit is 
36 months. Employers have the option of providing a final compensation equal to the highest 12 consecutive 
months. Final compensation must be defined by the highest 36 consecutive months’ pay under the 1.5% at 65 
formula. PEPRA members have a cap on the annual salary that can be used to calculate final compensation for 
all new members based on the Social Security Contribution and Benefit Base. For employees that participate in 
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Social Security this cap is $113,700 for 2013 and for those employees that do not participate in social security 
the cap for 2013 is $136,440, the equivalent of 120 percent of the 2013 Contribution and Benefit Base. 
Adjustments to the caps are permitted annually based on changes to the CPI for All Urban Consumers. 

 
 Employees must be covered by Social Security with the 1.5% at 65 formula. Social Security is optional for all 

other benefit formulas. For employees covered by Social Security, the Modified formula is the standard benefit. 
Under this type of formula, the final compensation is offset by $133.33 (or by one third if the final 
compensation is less than $400). Employers may contract for the Full benefit with Social Security that will 
eliminate the offset applicable to the final compensation. For employees not covered by Social Security, the 
Full benefit is paid with no offsets. Auxiliary organizations of the CSUC system may elect reduced contribution 
rates, in which case the offset is $317 if members are not covered by Social Security or $513 if members are 
covered by Social Security. 

 
 The Miscellaneous Service Retirement benefit is not capped. The Safety Service Retirement benefit is capped 

at 90 percent of final compensation. 

 

Vested Deferred Retirement 

 
Eligibility for Deferred Status 
A CalPERS member becomes eligible for a deferred vested retirement benefit when he or she leaves employment, 
keeps his or her contribution account balance on deposit with CalPERS, and has earned at least 5 years of credited 
service (total service across all CalPERS employers, and with certain other Retirement Systems with which CalPERS 
has reciprocity agreements). 
 
Eligibility to Start Receiving Benefits 
The CalPERS classic members and Safety PEPRA members become eligible to receive the deferred retirement 
benefit upon satisfying the eligibility requirements for Deferred Status and upon attainment of age 50 (55 for 
employees hired into a 1.5% @ 65 plan). PEPRA Miscellaneous members become eligible to receive the deferred 

retirement benefit upon satisfying the eligibility requirements for Deferred Status and upon attainment of age 52. 
 
Benefit 
The vested deferred retirement benefit is the same as the Service Retirement benefit, where the benefit factor is 
based on the member’s age at allowance commencement. For members who have earned service with multiple 
CalPERS employers, the benefit from each employer is calculated separately according to each employer’s contract, 
and then added together for the total allowance. 
 

Non-Industrial (Non-Job Related) Disability Retirement 

 
Eligibility 
A CalPERS member is eligible for Non-Industrial Disability Retirement if he or she becomes disabled and has at 
least 5 years of credited service (total service across all CalPERS employers, and with certain other Retirement 
Systems with which CalPERS has reciprocity agreements). There is no special age requirement. Disabled means the 

member is unable to perform his or her job because of an illness or injury, which is expected to be permanent or 
to last indefinitely. The illness or injury does not have to be job related. A CalPERS member must be actively 
employed by any CalPERS employer at the time of disability in order to be eligible for this benefit. 
 
Standard Benefit 
The standard Non-Industrial Disability Retirement benefit is a monthly allowance equal to 1.8 percent of final 
compensation, multiplied by service, which is determined as follows: 
 
 Service is CalPERS credited service, for members with less than 10 years of service or greater than 18.518  

years of service; or 
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 Service is CalPERS credited service plus the additional number of years that the member would have worked 
until age 60, for members with at least 10 years but not more than 18.518 years of service. The maximum 
benefit in this case is 33 1/3 percent of Final Compensation. 

 
Improved Benefit 
Employers have the option of providing the improved Non-Industrial Disability Retirement benefit. This benefit 
provides a monthly allowance equal to 30 percent of final compensation for the first 5 years of service, plus 1 
percent for each additional year of service to a maximum of 50 percent of final compensation. 
 
Members who are eligible for a larger service retirement benefit may choose to receive that benefit in lieu of a 
disability benefit. Members eligible to retire, and who have attained the normal retirement age determined by their 
service retirement benefit formula, will receive the same dollar amount for disability retirement as that payable for 
service retirement. For members who have earned service with multiple CalPERS employers, the benefit attributed 
to each employer is the total disability allowance multiplied by the ratio of service with a particular employer to the 
total CalPERS service. 
 

Industrial (Job Related) Disability Retirement 

 
All safety members have this benefit. For miscellaneous members, employers have the option of providing this 
benefit. An employer may choose to provide the increased benefit option or the improved benefit option. 
 
Eligibility 
An employee is eligible for Industrial Disability Retirement if he or she becomes disabled while working, where 
disabled means the member is unable to perform the duties of the job because of a work-related illness or injury, 
which is, expected to be permanent or to last indefinitely. A CalPERS member who has left active employment 
within this group is not eligible for this benefit, except to the extent described below. 
 
Standard Benefit 
The standard Industrial Disability Retirement benefit is a monthly allowance equal to 50 percent of final 
compensation. 
 
Increased Benefit (75 percent of Final Compensation) 
The increased Industrial Disability Retirement benefit is a monthly allowance equal to 75 percent final 
compensation for total disability. 
 
Improved Benefit (50 percent to 90 percent of Final Compensation) 
The improved Industrial Disability Retirement benefit is a monthly allowance equal to the Workman’s 
Compensation Appeals Board permanent disability rate percentage (if 50 percent or greater, with a maximum of 90 
percent) times the final compensation. 
 
For a CalPERS member not actively employed in this group who became disabled while employed by some other 
CalPERS employer, the benefit is a return of accumulated member contributions with respect to employment in this 
group. With the standard or increased benefit, a member may also choose to receive the annuitization of the 
accumulated member contributions. 

 
If a member is eligible for Service Retirement and if the Service Retirement benefit is more than the Industrial 
Disability Retirement benefit, the member may choose to receive the larger benefit. 
 

Post-Retirement Death Benefit 

 
Standard Lump Sum Payment 
Upon the death of a retiree, a one-time lump sum payment of $500 will be made to the retiree’s designated 
survivor(s), or to the retiree’s estate. 
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Improved Lump Sum Payment 
Employers have the option of providing an improved lump sum death benefit of $600, $2,000, $3,000, $4,000 or 
$5,000. 
 

Form of Payment for Retirement Allowance 

 
Standard Form of Payment 
Generally, the retirement allowance is paid to the retiree in the form of an annuity for as long as he or she is alive. 
The retiree may choose to provide for a portion of his or her allowance to be paid to any designated beneficiary 
after the retiree’s death. CalPERS provides for a variety of such benefit options, which the retiree pays for by 
taking a reduction in his or her retirement allowance. Such reduction takes into account the amount to be provided 
to the beneficiary and the probable duration of payments (based on the ages of the member and beneficiary) 
made subsequent to the member’s death. 

 
Improved Form of Payment (Post Retirement Survivor Allowance) 
Employers have the option to contract for the post retirement survivor allowance. 

 
For retirement allowances with respect to service subject to the modified formula, 25 percent of the retirement 
allowance will automatically be continued to certain statutory beneficiaries upon the death of the retiree, without a 
reduction in the retiree’s allowance. For retirement allowances with respect to service subject to the full or 
supplemental formula, 50 percent of the retirement allowance will automatically be continued to certain statutory 
beneficiaries upon the death of the retiree, without a reduction in the retiree’s allowance. This additional benefit is 
often referred to as post retirement survivor allowance (PRSA) or simply as survivor continuance.  

  
In other words, 25 percent or 50 percent of the allowance, the continuance portion, is paid to the retiree for as 
long as he or she is alive, and that same amount is continued to the retiree’s spouse (or if no eligible spouse, to 
unmarried children until they attain age 18; or, if no eligible children, to a qualifying dependent parent) for the rest 
of his or her lifetime. This benefit will not be discontinued in the event the spouse remarries. 
 

The remaining 75 percent or 50 percent of the retirement allowance, which may be referred to as the option 
portion of the benefit, is paid to the retiree as an annuity for as long as he or she is alive. Or, the retiree may 
choose to provide for some of this option portion to be paid to any designated beneficiary after the retiree’s death. 
Benefit options applicable to the option portion are the same as those offered with the standard form. The 
reduction is calculated in the same manner but is applied only to the option portion. 
 

Pre-Retirement Death Benefits 

Basic Death Benefit 

 
This is a standard benefit. 
 

Eligibility 
An employee’s beneficiary (or estate) may receive the Basic Death benefit if the member dies while actively 
employed. A CalPERS member must be actively employed with the CalPERS employer providing this benefit to be 
eligible for this benefit. A member’s survivor who is eligible for any other pre-retirement death benefit may choose 
to receive that death benefit instead of this Basic Death benefit. 
 
Benefit 
The Basic Death Benefit is a lump sum in the amount of the member’s accumulated contributions, where interest is 
currently credited at 7.5 percent per year, plus a lump sum in the amount of one month's salary for each 
completed year of current service, up to a maximum of six months' salary. For purposes of this benefit, one 
month's salary is defined as the member's average monthly full-time rate of compensation during the 12 months 
preceding death. 
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1957 Survivor Benefit 

 

This is a standard benefit. 
Eligibility 
An employee’s eligible survivor(s) may receive the 1957 Survivor benefit if the member dies while actively 
employed, has attained at least age 50 for Classic and Safety PEPRA members and age 52 for Miscellaneous PEPRA 
members, and has at least 5 years of credited service (total service across all CalPERS employers and with certain 
other Retirement Systems with which CalPERS has reciprocity agreements). A CalPERS member must be actively 
employed with the CalPERS employer providing this benefit to be eligible for this benefit. An eligible survivor 
means the surviving spouse to whom the member was married at least one year before death or, if there is no 
eligible spouse, to the member's unmarried children under age 18. A member’s survivor who is eligible for any 
other pre-retirement death benefit may choose to receive that death benefit instead of this 1957 Survivor benefit. 

 
Benefit 
The 1957 Survivor benefit is a monthly allowance equal to one-half of the unmodified Service Retirement benefit 
that the member would have been entitled to receive if the member had retired on the date of his or her death. If 
the benefit is payable to the spouse, the benefit is discontinued upon the death of the spouse. If the benefit is 
payable to a dependent child, the benefit will be discontinued upon death or attainment of age 18, unless the child 
is disabled. The total amount paid will be at least equal to the Basic Death benefit. 

 

Optional Settlement 2W Death Benefit 

 
This is an optional benefit. 
 
Eligibility 

An employee’s eligible survivor may receive the Optional Settlement 2W Death benefit if the member dies while 
actively employed, has attained at least age 50 for Classic and Safety PEPRA members and age 52 for 
Miscellaneous PEPRA members, and has at least 5 years of credited service (total service across all CalPERS 
employers and with certain other Retirement Systems with which CalPERS has reciprocity agreements). A CalPERS 
member who is no longer actively employed with any CalPERS employer is not eligible for this benefit. An eligible 
survivor means the surviving spouse to whom the member was married at least one year before death. A 
member’s survivor who is eligible for any other pre-retirement death benefit may choose to receive that death 
benefit instead of this Optional Settlement 2W Death benefit. 

 
Benefit 
The Optional Settlement 2W Death benefit is a monthly allowance equal to the Service Retirement benefit that the 
member would have received had the member retired on the date of his or her death and elected Optional 
Settlement 2W. (A retiree who elects Optional Settlement 2W receives an allowance that has been reduced so that 
it will continue to be paid after his or her death to a surviving beneficiary.) The allowance is payable as long as the 
surviving spouse lives, at which time it is continued to any unmarried children under age 18, if applicable. The total 
amount paid will be at least equal to the Basic Death Benefit. 
 

Special Death Benefit 

 

This is a standard benefit for safety members. An employer may elect to provide this benefit for miscellaneous 
members. 
 
Eligibility 
An employee’s eligible survivor(s) may receive the Special Death benefit if the member dies while actively 
employed and the death is job-related. A CalPERS member who is no longer actively employed with any CalPERS 
employer is not eligible for this benefit. An eligible survivor means the surviving spouse to whom the member was 
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married prior to the onset of the injury or illness that resulted in death. If there is no eligible spouse, an eligible 
survivor means the member's unmarried children under age 22. An eligible survivor who chooses to receive this 
benefit will not receive any other death benefit.  

 
Benefit 
The Special Death benefit is a monthly allowance equal to 50 percent of final compensation, and will be increased 
whenever the compensation paid to active employees is increased but ceasing to increase when the member 
would have attained age 50. The allowance is payable to the surviving spouse until death at which time the 
allowance is continued to any unmarried children under age 22. There is a guarantee that the total amount paid 
will at least equal the Basic Death Benefit. 

 
If the member’s death is the result of an accident or injury caused by external violence or physical force incurred in 
the performance of the member’s duty, and there are eligible surviving children (eligible means unmarried children 
under age 22) in addition to an eligible spouse, then an additional monthly allowance is paid equal to the 
following: 

 
1. if 1 eligible child:   12.5 percent of final compensation 
2. if 2 eligible children:   20.0 percent of final compensation 
3. if 3 or more eligible children:  25.0 percent of final compensation   

 

Alternate Death Benefit for Local Fire Members 

 
This is an optional benefit available only to local fire members. 
 
Eligibility 
An employee’s eligible survivor(s) may receive the Alternate Death benefit in lieu of the Basic Death Benefit or the 
1957 Survivor Benefit if the member dies while actively employed and has at least 20 years of total CalPERS 
service. A CalPERS member who is no longer actively employed with any CalPERS employer is not eligible for this 
benefit. An eligible survivor means the surviving spouse to whom the member was married prior to the onset of 

the injury or illness that resulted in death. If there is no eligible spouse, an eligible survivor means the member's 
unmarried children under age 18. 
 
Benefit 
The Alternate Death benefit is a monthly allowance equal to the Service Retirement benefit that the member would 
have received had the member retired on the date of his or her death and elected Optional Settlement 2W. (A 
retiree who elects Optional Settlement 2W receives an allowance that has been reduced so that it will continue to 
be paid after his or her death to a surviving beneficiary.) If the member has not yet attained age 50, the benefit is 
equal to that which would be payable if the member had retired at age 50, based on service credited at the time of 
death. The allowance is payable as long as the surviving spouse lives, at which time it is continued to any 
unmarried children under age 18, if applicable. The total amount paid will be at least equal to the Basic Death 
Benefit. 

 

Cost-of-Living Adjustments (COLA) 

 

Standard Benefit 
Beginning the second calendar year after the year of retirement, retirement and survivor allowances will be 
annually adjusted on a compound basis by 2 percent. 
 
Improved Benefit 
Employers have the option of providing any of these improved cost-of-living adjustments by contracting for any 
one of these Class 1 optional benefits. An improved COLA is not available in conjunction with the 1.5% at 65 
formula. 
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Beginning the second calendar year after the year of retirement, retirement and survivor allowances will be 
annually adjusted on a compound basis by either 3 percent, 4 percent or 5 percent. However, the cumulative 
adjustment may not be greater than the cumulative change in the Consumer Price Index since the date of 
retirement. 
 

Purchasing Power Protection Allowance (PPPA) 

 

Retirement and survivor allowances are protected against inflation by PPPA. PPPA benefits are cost-of-living 
adjustments that are intended to maintain an individual’s allowance at 80 percent of the initial allowance at 
retirement adjusted for inflation since retirement. The PPPA benefit will be coordinated with other cost-of-living 
adjustments provided under the plan. 
 

Employee Contributions 

 

Each employee contributes toward his or her retirement based upon the retirement formula. The standard 
employee contribution is as described below. 
 

The percent contributed below the monthly compensation breakpoint is 0 percent. 
The monthly compensation breakpoint is $0 for full and supplemental formula members and $133.33 for 

employees covered by the modified formula. 
The percent contributed above the monthly compensation breakpoint depends upon the benefit formula, as 

shown in the table below. 
 
 

Benefit Formula Percent Contributed above the 
Breakpoint 

Miscellaneous, 1.5% at 65 2% 

Miscellaneous, 2% at 60 7% 

Miscellaneous, 2% at 55 7% 

Miscellaneous, 2.5% at 55 8% 

Miscellaneous, 2.7% at 55 8% 

Miscellaneous, 3% at 60 8% 

Miscellaneous, 2% at 62 50% of the Total Normal Cost 

Safety, 1/2 at 55 Varies by entry age 

Safety, 2% at 55 7% 

Safety, 2% at 50 9% 

Safety, 3% at 55 9% 

Safety, 3% at 50 9% 

Safety, 2% at 57 50% of the Total Normal Cost 

Safety, 2.5% at 57 50% of the Total Normal Cost 

Safety, 2.7% at 57 50% of the Total Normal Cost 

 

The employer may choose to “pick-up” these contributions for the employees (Employer Paid Member 
Contributions or EPMC). EPMC is prohibited for new PEPRA members. 
 
An employer may also include Employee Cost Sharing in the contract, where employees agree to share the cost of 
the employer contribution with or without a change in benefit. These contributions are paid in addition to the 
member contribution. 
 
Auxiliary organizations of the CSUC system may elect reduced contribution rates, in which case the offset is $317 
and the contribution rate is 6 percent if members are not covered by Social Security. If members are covered by 
Social Security, the offset is $513 and the contribution rate is 5 percent. 
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Refund of Employee Contributions 

 

If the member’s service with the employer ends, and if the member does not satisfy the eligibility conditions for 
any of the retirement benefits above, the member may elect to receive a refund of his or her employee 
contributions, which are credited annually with 6 percent interest. 

1959 Survivor Benefit 

 
This is a pre-retirement death benefit available only to members not covered by Social Security. Any agency joining 
CalPERS subsequent to 1993 was required to provide this benefit if the members were not covered by Social 
Security. The benefit is optional for agencies joining CalPERS prior to 1994. Levels 1, 2 and 3 are now closed. Any 
new agency or any agency wishing to add this benefit or increase the current level must choose the 4th or Indexed 
Level. 

 
This benefit is not included in the results presented in this valuation. More information on this benefit is available 
on the CalPERS website at www.calpers.ca.gov. 
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Classification of Optional Benefits 

 
Below is the list of the available optional benefit provisions and their initial classification upon establishment of risk 
pools. When new benefits become available as a result of legislation, the Chief Actuary will determine their 
classification in accordance with the criteria established in the Board policy. 

Class 0 

 
Class 0 benefit surcharge is the increase in normal cost for a given benefit formula above the baseline PEPRA 2% 
at 57 benefit formula. 

Class 1 

 
Class 1 benefits have been identified to be additional benefits which have a significant, ongoing effect on the total 
plan cost. In some cases, a Class 1 benefit may be an alternate benefit formula. These benefits vary by employer 
across the risk pool. Agencies contracting for a Class 1 benefit will be responsible for the past service liability 
associated with such benefit and will be required to pay a surcharge established by the actuary to cover the 
ongoing cost (normal cost) of the Class 1 benefit. 
 
The table below shows the list of Class 0 and Class 1 benefits and their applicable surcharge for each benefit 
formula in the Miscellaneous Risk Pool.  
 

Optional Benefit 
2% at 

62 
2% at 

60 
2% at 

55 
2.5% at 

55 
2.7% at 

55 
3% at 

60 

Class 0 Benefit 0.000% 0.530% 1.824% 2.888% 4.119% 4.886% 

One Year Final Compensation N/A 0.454% 0.509% 0.604% 0.660% 0.653% 

EPMC by contract, 7% N/A 0.850% 0.932% 1.077% 1.097% 1.178% 

EPMC by contract, 8% N/A 0.971% 1.065% 1.230% 1.305% 1.346% 

25% PRSA 0.743% 0.801% 0.841% 0.941% 1.034% 1.046% 

50% PRSA 0.743% 0.801% 0.841% 0.941% 1.034% 1.046% 

3% Annual COLA 0.737% 0.821% 0.942% 1.124% 1.251% 1.231% 

4% Annual COLA 0.737% 0.821% 0.942% 1.124% 1.251% 1.231% 

5% Annual COLA 0.737% 0.821% 0.942% 1.124% 1.251% 1.231% 

IDR For Local Miscellaneous Members 0.473% 0.474% 0.476% 0.461% 0.520% 0.461% 

Increased IDR Allowance to 75% of Compensation 0.833% 0.833% 0.832% 0.814% 0.830% 0.807% 

Employee Cost Sharing varies varies varies varies varies varies 
Employee Contribution Rate for CSUC Auxiliary 
Organizations Reduced to State Member Level - 
Covered by Social Security 

N/A 
 

2.000% 
 

2.000% 
 

2.000% 
 

2.000% 
 

2.000% 
 

Employee Contribution Rate for CSUC Auxiliary 
Organizations Reduced to State Member Level - Not 
Covered by Social Security 

N/A 1.000% 1.000% 1.000% 1.000% 1.000% 

1.5%@65 N/A (1.010%) N/A N/A N/A N/A 

 
For employers contracting for more than one Class 1 benefit, the surcharges listed in this table will be added 
together 
 
Employee cost sharing had been eliminated as a surcharge from some of the June 30, 2010 
valuations and from all of the June 30, 2011 and later valuations. It is now shown on my|CalPERS as 
a rate adjustment. 
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Class 2 

 
Class 2 benefits have been identified to be the ancillary benefits providing one-time increases in benefits.  These 
benefits vary by employer across the risk pool.  Agencies contracting for a Class 2 benefit will be responsible for the 
past service liability associated with such benefit. 
 
The following benefits shall be classified as Class 2: 
 

 One-time 1% to 6% Ad Hoc COLA Increases for members who retired or died prior to January 1, 
1998 (Section 21328) 

 "Golden Handshakes" – Section 20903 Two Years Additional Service Credit 
 Credit for Prior Service Paid for by the Employer 
 Military Service Credit (Section 20996) 
 Credit for Local Retirement System Service for Employees of Agencies Contracted on a Prospective basis 

(Section 20530.1) 

 Prior Service Credit for Employees of an Assumed Agency Function (Section 20936) 
 Limit Prior Service to Members Employed on Contract Date (Section 20938) 
 Public Service Credit for Limited Prior Service (Section 21031) 
 Public Service Credit for Employees of an Assumed Agency or Function (Section 21025) 

 

Class 3 

 
Class 3 benefits have been identified to be additional benefits which have a minimal effect on the total plan 
cost. Class 3 benefits may vary by rate plan within each risk pool. However, the employer contribution rate will 
not vary within the risk pool due to the Class 3 benefits. 

 
The following benefits shall be classified as Class 3: 
 

 Full formula plus social security 

 Post Retirement Lump Sum Death Benefit 
 $600 lump sum retired death benefit (Section 21622) 
 $2,000 lump sum retired death benefit (Section 21623.5) 
 $3,000 lump sum retired death benefit (Section 21623.5) 
 $4,000 lump sum retired death benefit (Section 21623.5) 
 $5,000 lump sum retired death benefit (Section 21623.5) 
 Improved non-industrial disability allowance (Section 21427) 
 Special death benefit for local safety members (Section 21540.5) 
 Service Credit Purchased by Member 
 Partial Service Retirement (Section 21118) 
 Optional Membership for Part Time Employees (Section 20325) 
 Extension of Reciprocity Rights for Elective Officers (Section 20356) 
 Removal of Contract Exclusions Prospectively Only (Section 20503) 
 Alternate Death Benefit for Local Fire Members credited with 20 or more years of service (Section 

21547.7) 
 
 
 
 
 
 
 
 
 
 
 

Page 198 of 237



 
 
 

    

 
 

APPENDIX D 

SUMMARY OF AMORTIZATION BASES UNDER PRIOR 

RISK POOL STRUCTURE 

 

 
 

Page 199 of 237



C
A
L
P
E
R
S
 A

C
T
U

A
R
IA

L
 V

A
L
U

A
T
IO

N
 -

 J
u
n
e
 3

0
, 
2
0
1
3
 

S
U

M
M

A
R

Y
 O

F
 A

M
O

R
T
IZ

A
T
IO

N
 B

A
S
E
S
  

 
 

A
P
P
E
N

D
IX

 D
 

M
is

ce
lla

n
e
o
u
s 

R
is

k
 P

o
o
l 
 

D
-1

 
 

 

S
u

m
m

a
r
y
 
o

f
 
A

m
o

r
t
i
z
a

t
i
o

n
 
B

a
s
e

s
 
U

n
d

e
r
 
P

r
i
o

r
 
R

i
s
k

 
P

o
o

l
 
S

t
r
u

c
t
u

r
e

 

 A
t 

th
e
 C

a
lP

E
R
S
 B

o
a
rd

 o
f 

A
d
m

in
is

tr
a
ti
o
n
 m

e
e
ti
n
g
 i
n
 M

a
y
, 

2
0
1
4
 t

h
e
 B

o
a
rd

 a
d
o
p
te

d
 c

h
a
n
g
e
s 

to
 t

h
e
 e

x
is

ti
n
g
 r

is
k
 p

o
o
lin

g
 s

tr
u
ct

u
re

 a
n
d
 a

 n
e
w

 p
o
lic

y
 f

o
r 

a
llo

ca
ti
n
g
 

th
e
 r

is
k
 p

o
o
l’s

 u
n
fu

n
d
e
d
 a

cc
ru

e
d
 l

ia
b
ili

ty
. 

T
h
e
se

 p
o
lic

y
 c

h
a
n
g
e
s 

w
e
re

 n
e
ce

ss
a
ry

 t
o
 e

n
su

re
 t

h
e
 p

ro
p
e
r 

fu
n
d
in

g
 o

f 
th

e
 r

is
k
 p

o
o
ls

 a
ft

e
r 

p
a
ss

a
g
e
 o

f 
th

e
 P

u
b
lic

 
E
m

p
lo

y
e
e
s’

 P
e
n
si

o
n
 R

e
fo

rm
 A

ct
 o

f 
2
0
1
3
 (

P
E
P
R

A
).

 T
h
e
 c

h
a
n
g
e
s 

e
n
su

re
 e

q
u
it
y
 w

it
h
in

 t
h
e
 r

is
k
 p

o
o
ls

 b
y
 a

llo
ca

ti
n
g
 t

h
e
 r

is
k
 p

o
o
l’s

 u
n
fu

n
d
e
d
 a

cc
ru

e
d
 l

ia
b
ili

ty
 i

n
 a

 
m

a
n
n
e
r 

th
a
t 

tr
e
a
ts

 e
a
ch

 e
m

p
lo

y
e
r 

fa
ir
ly

 a
n
d
 t

h
a
t 

m
a
in

ta
in

s 
b
e
n
e
fi
t 

se
cu

ri
ty

 f
o
r 

th
e
 m

e
m

b
e
rs

 o
f 

th
e
 S

y
st

e
m

 w
h
ile

 m
in

im
iz

in
g
 s

u
b
st

a
n
ti
a
l 
v
a
ri
a
ti
o
n
s 

in
 e

m
p
lo

y
e
r 

co
n
tr

ib
u
ti
o
n
s.

  
 S
h
o
w

n
 b

e
lo

w
 a

re
 t

h
e
 P

re
-2

0
1
3
 R

is
k
 P

o
o
l’s

 U
A
L
s 

u
se

d
 i
n
 a

llo
ca

ti
n
g
 l
ia

b
ili

ty
 o

n
 a

 p
ro

p
o
rt

io
n
a
l 
b
a
si

s 
to

 e
a
ch

 i
n
d
iv

id
u
a
l 
ri
sk

 p
o
o
le

d
 p

la
n
. 
T
h
e
 a

llo
ca

ti
o
n
 o

f 
y
o
u
r 

p
la

n
’s

 s
h
a
re

 o
f 

th
e
 U

A
L
 i
s 

d
e
v
e
lo

p
e
d
 i
n
 S

e
ct

io
n
 1

 o
f 

y
o
u
r 

re
p
o
rt

. 
M

o
re

 d
e
ta

il 
o
n
 t

h
e
 C

a
lP

E
R
S
 B

o
a
rd

’s
 a

ct
u
a
ri
a
l 
p
o
lic

ie
s 

re
g
a
rd

in
g
 c

h
a
n
g
e
s 

to
 r

is
k
 p

o
o
lin

g
 c

a
n
 b

e
 

fo
u
n
d
 a

t 
th

e
 C

a
lP

E
R
S
 w

e
b
si

te
 h

tt
p
:/

/w
w

w
.c

a
lp

e
rs

.c
a
.g

o
v
/i
n
d
e
x
.j
sp

?b
c=

/a
b
o
u
t/

b
o
a
rd

/a
ct

u
a
ri
a
l-
p
o
lic

ie
s.

x
m

l 
 

 P
re

-2
0

1
3

 M
is

c
e

ll
a

n
e

o
u

s
 2

.0
%

 a
t 

6
2

 R
is

k
 P

o
o

l 
  

 
 

J
u

n
e

 3
0

, 
2

0
1

3
 

1
. 

A
cc

ru
e
d
 L

ia
b
ili

ti
e
s 

$
 

1
,0

6
3
,2

9
4
 

2
. 

S
id

e
 F

u
n
d
s 

a
n
d
 A

m
e
n
d
m

e
n
ts

 
 

- 
3
. 

P
a
y
ro

ll 
 

4
8
,7

4
3
,7

0
2
 

 R
e

a
s
o

n
 f

o
r 

B
a

s
e
 

 
D

a
te

 
E

s
ta

b
li

s
h

e
d

 

A
m

o
rt

i-
z
a

ti
o

n
 

P
e

ri
o

d
 

B
a

la
n

c
e

 
6

/
3

0
/
1

3
 

E
x

p
e

c
te

d
 

P
a

y
m

e
n

t 
2

0
1

3
-2

0
1

4
 

B
a

la
n

c
e

 
6

/
3

0
/
1

4
 

E
x

p
e

c
te

d
 

P
a

y
m

e
n

t 
2

0
1

4
-2

0
1

5
 

B
a

la
n

c
e

 
6

/
3

0
/
1

5
 

S
c
h

e
d

u
le

d
 

P
a

y
m

e
n

t 
fo

r 
2

0
1

5
–

2
0

1
6

 

(G
A
IN

)/
L
O

S
S
 

0
6
/3

0
/2

0
1
3
 

3
0
 

(3
6
3
,3

0
3
) 

  
  
  
  
  
  
  
  
  

- 
  

 
(3

9
0
,5

5
1
) 

  
  

  
  

  
  

  
  
  

- 
  

 
(4

1
9
,8

4
2
) 

(5
,9

0
5
) 

T
O

T
A

L
 

 
 

(3
6

3
,3

0
3

) 
  

  
  

  
  

  
  

  
  

- 
  

 
(3

9
0

,5
5

1
) 

  
  

  
  

  
  

  
  

  
- 

  
 

(4
1

9
,8

4
2

) 
(5

,9
0

5
) 

  
 

Page 200 of 237

http://www.calpers.ca.gov/index.jsp?bc=/about/board/actuarial-policies.xml


C
A
L
P
E
R
S
 A

C
T
U

A
R
IA

L
 V

A
L
U

A
T
IO

N
 -

 J
u
n
e
 3

0
, 
2
0
1
3
 

S
U

M
M

A
R

Y
 O

F
 A

M
O

R
T
IZ

A
T
IO

N
 B

A
S
E
S
  

 
 

A
P
P
E
N

D
IX

 D
 

M
is

ce
lla

n
e
o
u
s 

R
is

k
 P

o
o
l 
 

D
-2

 
 

 

P
re

-2
0

1
3

 M
is

c
e

ll
a

n
e

o
u

s
 2

.0
%

 a
t 

6
0

 R
is

k
 P

o
o

l 
  

 
 

J
u

n
e

 3
0

, 
2

0
1

3
 

1
. 

A
cc

ru
e
d
 L

ia
b
ili

ti
e
s 

$
 

7
9
8
,2

8
2
,6

0
2
 

2
. 

S
id

e
 F

u
n
d
s 

a
n
d
 A

m
e
n
d
m

e
n
ts

 
 

(1
3
,5

3
1
,1

2
0
) 

3
. 

P
a
y
ro

ll 
 

2
2
3
,9

9
0
,0

4
7
 

 R
e

a
s
o

n
 f

o
r 

B
a

s
e

 

 
D

a
te

 
E

s
ta

b
li

s
h

e
d

 

A
m

o
rt

i-
z
a

ti
o

n
 

P
e

ri
o

d
 

B
a

la
n

c
e

 
6

/
3

0
/
1

3
 

E
x

p
e

c
te

d
 

P
a

y
m

e
n

t 
2

0
1

3
-2

0
1

4
 

B
a

la
n

c
e

 
6

/
3

0
/
1

4
 

E
x

p
e

c
te

d
 

P
a

y
m

e
n

t 
2

0
1

4
-2

0
1

5
 

B
a

la
n

c
e

 
6

/
3

0
/
1

5
 

S
c
h

e
d

u
le

d
 

P
a

y
m

e
n

t 
fo

r 
2

0
1

5
–

2
0

1
6

 

S
H

A
R
E
 O

F
 P

R
E
-2

0
1
3
 P

O
O

L
’S

 U
A
L
 

0
6
/3

0
/2

0
1
3
 

1
8
 

3
8
,6

5
6
,5

6
4
 

2
,0

4
0
,3

4
8
 

3
9
,4

4
0
,3

2
7
 

3
,0

8
1
,9

6
6
 

3
9
,2

0
2
,9

0
0
 

3
,1

6
9
,3

4
9
 

A
S
S
E
T
 (

G
A
IN

)/
L
O

S
S
 

0
6
/3

0
/2

0
1
3
 

3
0
 

8
7
,7

5
7
,3

8
7
  

  
  
  
  
  
  
  

  
  

- 
  

 
9
4
,3

3
9
,1

9
1
 

  
  

  
  

  
  

  
  
  

- 
  

 
1
0
1
,4

1
4
,6

3
0
 

1
,4

2
6
,4

0
0
 

N
O

N
-A

S
S
E
T
 (

G
A
IN

)/
L
O

S
S
 

0
6
/3

0
/2

0
1
3
 

3
0
 

8
9
8
,6

1
0
 

  
  
  
  
  
  
  
  
  

- 
  

 
9
6
6
,0

0
6
 

  
  

  
  

  
  

  
  
  

- 
  

 
1
,0

3
8
,4

5
6
 

1
4
,6

0
6
 

T
O

T
A

L
 

 
 

1
2

7
,3

1
2

,5
6

1
  

2
,0

4
0

,3
4

8
 

1
3

4
,7

4
5

,5
2

4
 

3
,0

8
1

,9
6

6
 

1
4

1
,6

5
5

,9
8

6
 

4
,6

1
0

,3
5

5
 

  P
re

-2
0

1
3

 M
is

c
e

ll
a

n
e

o
u

s
 2

.0
%

 a
t 

5
5

 R
is

k
 P

o
o

l 
  

 
 

J
u

n
e

 3
0

, 
2

0
1

3
 

1
. 

A
cc

ru
e
d
 L

ia
b
ili

ti
e
s 

$
 

4
,4

3
4
,8

4
8
,2

4
8
 

2
. 

S
id

e
 F

u
n
d
s 

a
n
d
 A

m
e
n
d
m

e
n
ts

 
 

1
0
8
,7

4
9
,8

2
5
 

3
. 

P
a
y
ro

ll 
 

7
4
4
,9

1
5
,8

6
5
 

 R
e

a
s
o

n
 f

o
r 

B
a

s
e

 

 
D

a
te

 
E

s
ta

b
li

s
h

e
d

 

A
m

o
rt

i-
z
a

ti
o

n
 

P
e

ri
o

d
 

B
a

la
n

c
e

 
6

/
3

0
/
1

3
 

E
x

p
e

c
te

d
 

P
a

y
m

e
n

t 
2

0
1

3
-2

0
1

4
 

B
a

la
n

c
e

 
6

/
3

0
/
1

4
 

E
x

p
e

c
te

d
 

P
a

y
m

e
n

t 
2

0
1

4
-2

0
1

5
 

B
a

la
n

c
e

 
6

/
3

0
/
1

5
 

S
c
h

e
d

u
le

d
 

P
a

y
m

e
n

t 
fo

r 
2

0
1

5
–

2
0

1
6

 

S
H

A
R
E
 O

F
 P

R
E
-2

0
1
3
 P

O
O

L
’S

 U
A
L
 

0
6
/3

0
/2

0
1
3
 

2
2
 

3
7
1
,7

0
6
,2

3
7
 

1
7
,2

9
3
,4

3
6
 

3
8
1
,6

5
3
,9

8
8
 

2
6
,5

3
7
,0

2
2
 

3
8
2
,7

6
3
,8

6
6
 

2
7
,2

4
8
,6

4
4
 

A
S
S
E
T
 (

G
A
IN

)/
L
O

S
S
 

0
6
/3

0
/2

0
1
3
 

3
0
 

4
4
2
,8

4
6
,5

7
1
 

  
  
  
  
  
  
  
  
  

- 
  

 
4
7
6
,0

6
0
,0

6
4
 

  
  

  
  

  
  

  
  
  

- 
  

 
5
1
1
,7

6
4
,5

6
9
 

7
,1

9
7
,9

8
7
 

N
O

N
-A

S
S
E
T
 (

G
A
IN

)/
L
O

S
S
 

0
6
/3

0
/2

0
1
3
 

3
0
 

(4
,3

6
4
,0

7
9
) 

  
  
  
  
  
  
  
  
  

- 
  

 
(4

,6
9
1
,3

8
5
) 

  
  

  
  

  
  

  
  
  

- 
  

 
(5

,0
4
3
,2

3
9
) 

(7
0
,9

3
3
) 

T
O

T
A

L
 

 
 

8
1

0
,1

8
8

,7
2

9
 

1
7

,2
9

3
,4

3
6

 
8

5
3

,0
2

2
,6

6
7

 
2

6
,5

3
7

,0
2

2
 

8
8

9
,4

8
5

,1
9

6
 

3
4

,3
7

5
,6

9
8

 

  
 

Page 201 of 237



C
A
L
P
E
R
S
 A

C
T
U

A
R
IA

L
 V

A
L
U

A
T
IO

N
 -

 J
u
n
e
 3

0
, 
2
0
1
3
 

S
U

M
M

A
R

Y
 O

F
 A

M
O

R
T
IZ

A
T
IO

N
 B

A
S
E
S
  

 
 

A
P
P
E
N

D
IX

 D
 

M
is

ce
lla

n
e
o
u
s 

R
is

k
 P

o
o
l 
 

D
-3

 
 

 

P
re

-2
0

1
3

 M
is

c
e

ll
a

n
e

o
u

s
 2

.5
%

 a
t 

5
5

 R
is

k
 P

o
o

l 
  

 
 

J
u

n
e

 3
0

, 
2

0
1

3
 

1
. 

A
cc

ru
e
d
 L

ia
b
ili

ti
e
s 

$
 

2
,3

8
9
,7

9
7
,2

0
1
 

2
. 

S
id

e
 F

u
n
d
s 

a
n
d
 A

m
e
n
d
m

e
n
ts

 
 

8
4
,5

3
8
,4

6
7
 

3
. 

P
a
y
ro

ll 
 

3
2
5
,5

0
3
,2

5
5
 

 R
e

a
s
o

n
 f

o
r 

B
a

s
e
 

 
D

a
te

 
E

s
ta

b
li

s
h

e
d

 

A
m

o
rt

i-
z
a

ti
o

n
 

P
e

ri
o

d
 

B
a

la
n

c
e

 
6

/
3

0
/
1

3
 

E
x

p
e

c
te

d
 

P
a

y
m

e
n

t 
2

0
1

3
-2

0
1

4
 

B
a

la
n

c
e

 
6

/
3

0
/
1

4
 

E
x

p
e

c
te

d
 

P
a

y
m

e
n

t 
2

0
1

4
-2

0
1

5
 

B
a

la
n

c
e

 
6

/
3

0
/
1

5
 

S
c
h

e
d

u
le

d
 

P
a

y
m

e
n

t 
fo

r 
2

0
1

5
–

2
0

1
6

 

S
H

A
R
E
 O

F
 P

R
E
-2

0
1
3
 P

O
O

L
’S

 U
A
L
 

0
6
/3

0
/2

0
1
3
 

2
1
 

3
1
9
,5

0
4
,7

4
4
 

1
7
,5

7
3
,3

9
2
 

3
2
5
,2

4
7
,1

1
7
 

2
3
,1

2
6
,7

6
1
 

3
2
5
,6

6
2
,3

1
5
 

2
3
,8

5
0
,7

7
1
 

A
S
S
E
T
 (

G
A
IN

)/
L
O

S
S
 

0
6
/3

0
/2

0
1
3
 

3
0
 

2
3
1
,4

5
3
,0

8
0
 

  
  
  
  
  
  
  
  
  

- 
  

 
2
4
8
,8

1
2
,0

6
1
 

  
  

  
  

  
  

  
  
  

- 
  

 
2
6
7
,4

7
2
,9

6
6
 

3
,7

6
2
,0

1
7
 

N
O

N
-A

S
S
E
T
 (

G
A
IN

)/
L
O

S
S
 

0
6
/3

0
/2

0
1
3
 

3
0
 

(2
,2

1
3
,0

9
8
) 

  
  
  
  
  
  
  
  
  

- 
  

 
(2

,3
7
9
,0

8
0
) 

  
  

  
  

  
  

  
  
  

- 
  

 
(2

,5
5
7
,5

1
1
) 

(3
5
,9

7
1
) 

T
O

T
A

L
 

 
 

5
4

8
,7

4
4

,7
2

6
 

1
7

,5
7

3
,3

9
2

  
5

7
1

,6
8

0
,0

9
8

 
2

3
,1

2
6

,7
6

1
 

5
9

0
,5

7
7

,7
7

0
 

2
7

,5
7

6
,8

1
7

 

  P
re

-2
0

1
3

 M
is

c
e

ll
a

n
e

o
u

s
 2

.7
%

 a
t 

5
5

 R
is

k
 P

o
o

l 
  

 
 

J
u

n
e

 3
0

, 
2

0
1

3
 

1
. 

A
cc

ru
e
d
 L

ia
b
ili

ti
e
s 

$
 

2
,8

5
8
,7

3
2
,3

2
1
 

2
. 

S
id

e
 F

u
n
d
s 

a
n
d
 A

m
e
n
d
m

e
n
ts

 
 

1
1
1
,9

1
8
,9

2
9
 

3
. 

P
a
y
ro

ll 
 

4
0
6
,9

4
0
,0

9
9
 

 R
e

a
s
o

n
 f

o
r 

B
a

s
e
 

 
D

a
te

 
E

s
ta

b
li

s
h

e
d

 

A
m

o
rt

i-
z
a

ti
o

n
 

P
e

ri
o

d
 

B
a

la
n

c
e

 
6

/
3

0
/
1

3
 

E
x

p
e

c
te

d
 

P
a

y
m

e
n

t 
2

0
1

3
-2

0
1

4
 

B
a

la
n

c
e

 
6

/
3

0
/
1

4
 

E
x

p
e

c
te

d
 

P
a

y
m

e
n

t 
2

0
1

4
-2

0
1

5
 

B
a

la
n

c
e

 
6

/
3

0
/
1

5
 

S
c
h

e
d

u
le

d
 

P
a

y
m

e
n

t 
fo

r 
2

0
1

5
–

2
0

1
6

 

S
H

A
R
E
 O

F
 P

R
E
-2

0
1
3
 P

O
O

L
’S

 U
A
L
 

0
6
/3

0
/2

0
1
3
 

2
1
 

3
8
3
,8

0
6
,8

9
9
 

2
0
,2

3
6
,0

4
9
 

3
9
1
,6

1
1
,2

3
5
 

2
7
,7

3
7
,8

5
4
 

3
9
2
,2

2
2
,8

5
9
 

2
8
,7

2
5
,5

1
4
 

A
S
S
E
T
 (

G
A
IN

)/
L
O

S
S
 

0
6
/3

0
/2

0
1
3
 

3
0
 

2
5
4
,9

3
8
,5

4
4
 

  
  
  
  
  
  
  
  
  

- 
  

 
2
7
4
,0

5
8
,9

3
5
 

  
  

  
  

  
  

  
  
  

- 
  

 
2
9
4
,6

1
3
,3

5
5
 

4
,1

4
3
,7

4
7
 

N
O

N
-A

S
S
E
T
 (

G
A
IN

)/
L
O

S
S
 

0
6
/3

0
/2

0
1
3
 

3
0
 

1
,0

0
4
,7

5
5
 

  
  
  
  
  
  
  
  
  

- 
  

 
1
,0

8
0
,1

1
2
 

  
  

  
  

  
  

  
  
  

- 
  

 
1
,1

6
1
,1

2
0
 

1
6
,3

3
1
 

T
O

T
A

L
 

 
 

6
3

9
,7

5
0

,1
9

8
 

2
0

,2
3

6
,0

4
9

 
6

6
6

,7
5

0
,2

8
2

 
2

7
,7

3
7

,8
5

4
 

6
8

7
,9

9
7

,3
3

4
 

3
2

,8
8

5
,5

9
2

 

  
 

Page 202 of 237



C
A
L
P
E
R
S
 A

C
T
U

A
R
IA

L
 V

A
L
U

A
T
IO

N
 -

 J
u
n
e
 3

0
, 
2
0
1
3
 

S
U

M
M

A
R

Y
 O

F
 A

M
O

R
T
IZ

A
T
IO

N
 B

A
S
E
S
  

 
 

A
P
P
E
N

D
IX

 D
 

M
is

ce
lla

n
e
o
u
s 

R
is

k
 P

o
o
l 
 

D
-4

 
 

 

P
re

-2
0

1
3

 M
is

c
e

ll
a

n
e

o
u

s
 3

.0
%

 a
t 

6
0

 R
is

k
 P

o
o

l 
  

 
 

J
u

n
e

 3
0

, 
2

0
1

3
 

1
. 

A
cc

ru
e
d
 L

ia
b
ili

ti
e
s 

$
 

1
,1

4
9
,4

8
8
,5

0
9
 

2
. 

S
id

e
 F

u
n
d
s 

a
n
d
 A

m
e
n
d
m

e
n
ts

 
 

4
0
,9

4
0
,0

9
6
 

3
. 

P
a
y
ro

ll 
 

1
4
9
,2

4
6
,0

5
2
 

 R
e

a
s
o

n
 f

o
r 

B
a

s
e
 

 
D

a
te

 
E

s
ta

b
li

s
h

e
d

 

A
m

o
rt

i-
z
a

ti
o

n
 

P
e

ri
o

d
 

B
a

la
n

c
e

 
6

/
3

0
/
1

3
 

E
x

p
e

c
te

d
 

P
a

y
m

e
n

t 
2

0
1

3
-2

0
1

4
 

B
a

la
n

c
e

 
6

/
3

0
/
1

4
 

E
x

p
e

c
te

d
 

P
a

y
m

e
n

t 
2

0
1

4
-2

0
1

5
 

B
a

la
n

c
e

 
6

/
3

0
/
1

5
 

S
c
h

e
d

u
le

d
 

P
a

y
m

e
n

t 
fo

r 
2

0
1

5
–

2
0

1
6

 

S
H

A
R
E
 O

F
 P

R
E
-2

0
1
3
 P

O
O

L
’S

 U
A
L
 

0
6
/3

0
/2

0
1
3
 

2
1
 

1
3
3
,3

8
7
,4

0
8
 

6
,9

7
9
,0

2
0
 

1
3
6
,1

5
5
,4

6
0
 

9
,6

1
8
,3

3
7
 

1
3
6
,3

9
4
,6

1
4
 

9
,9

8
9
,2

3
3
 

A
S
S
E
T
 (

G
A
IN

)/
L
O

S
S
 

0
6
/3

0
/2

0
1
3
 

3
0
 

1
0
2
,9

3
5
,3

7
8
 

  
  
  
  
  
  
  
  
  

- 
  

 
1
1
0
,6

5
5
,5

3
1
 

  
  

  
  

  
  

  
  
  

- 
  

 
1
1
8
,9

5
4
,6

9
6
 

1
,6

7
3
,1

0
2
 

N
O

N
-A

S
S
E
T
 (

G
A
IN

)/
L
O

S
S
 

0
6
/3

0
/2

0
1
3
 

3
0
 

(6
,8

1
1
,1

7
5
) 

  
  
  

  
  
  
  
  
  

- 
  

 
(7

,3
2
2
,0

1
3
) 

  
  

  
  

  
  

  
  
  

- 
  

 
(7

,8
7
1
,1

6
4
) 

(1
1
0
,7

0
8
) 

T
O

T
A

L
 

 
 

2
2

9
,5

1
1

,6
1

1
 

6
,9

7
9

,0
2

0
 

2
3

9
,4

8
8

,9
7

8
 

9
,6

1
8

,3
3

7
 

2
4

7
,4

7
8

,1
4

6
 

1
1

,5
5

1
,6

2
7

 

  P
re

-2
0

1
3

 I
n

a
c
ti

v
e

 A
g

e
n

c
y
 R

is
k

 P
o

o
l 

  
 

 
J
u

n
e

 3
0

, 
2

0
1

3
 

1
. 

A
cc

ru
e
d
 L

ia
b
ili

ti
e
s 

$
 

8
5
2
,4

3
6
,3

3
7
 

2
. 

S
id

e
 F

u
n
d
s 

a
n
d
 A

m
e
n
d
m

e
n
ts

 
 

(4
,5

7
9
,8

2
2
) 

3
. 

P
a
y
ro

ll 
 

- 
 

R
e

a
s
o

n
 f

o
r 

B
a

s
e
 

 
D

a
te

 
E

s
ta

b
li

s
h

e
d

 

A
m

o
rt

i-
z
a

ti
o

n
 

P
e

ri
o

d
 

B
a

la
n

c
e

 
6

/
3

0
/
1

3
 

E
x

p
e

c
te

d
 

P
a

y
m

e
n

t 
2

0
1

3
-2

0
1

4
 

B
a

la
n

c
e

 
6

/
3

0
/
1

4
 

E
x

p
e

c
te

d
 

P
a

y
m

e
n

t 
2

0
1

4
-2

0
1

5
 

B
a

la
n

c
e

 
6

/
3

0
/
1

5
 

S
c
h

e
d

u
le

d
 

P
a

y
m

e
n

t 
fo

r 
2

0
1

5
–

2
0

1
6

 

S
H

A
R
E
 O

F
 P

R
E
-2

0
1
3
 P

O
O

L
’S

 U
A
L
 

0
6
/3

0
/2

0
1
3
 

2
4
 

9
4
,8

2
0
,1

8
5
  

  
  
  
 4

,9
0
5
,2

1
6
  

9
6
,8

4
5
,8

6
2
  

  
  

  
 8

,3
5
1
,3

1
6
  

9
5
,4

5
0
,4

7
2
  

  
  

  
 8

,3
8
2
,1

2
6
  

A
S
S
E
T
 (

G
A
IN

)/
L
O

S
S
 

0
6
/3

0
/2

0
1
3
 

3
0
 

1
0
2
,1

1
4
,1

4
8
  

  
  
  
  
  
  
  
  
  

- 
  

 
1
0
9
,7

7
2
,7

0
9
  

  
  

  
  

  
  

  
  
  

- 
  

 
1
1
8
,0

0
5
,6

6
2
  

  
  

  
 2

,3
1
5
,8

9
0
  

N
O

N
-A

S
S
E
T
 (

G
A
IN

)/
L
O

S
S
 

0
6
/3

0
/2

0
1
3
 

3
0
 

2
,8

7
3
,4

8
9
  

  
  
  
  
  
  
  
  
  

- 
  

 
3
,0

8
9
,0

0
1
  

  
  

  
  

  
  

  
  
  

- 
  

 
3
,3

2
0
,6

7
6
  

  
  

  
  

  
  
6
5
,1

6
9
  

T
O

T
A

L
 

 
 

1
9

9
,8

0
7

,8
2

2
  

4
,9

0
5

,2
1

6
  

2
0

9
,7

0
7

,5
7

2
  

8
,3

5
1

,3
1

6
  

2
1

6
,7

7
6

,8
1

0
  

1
0

,7
6

3
,1

8
5

  

 

Page 203 of 237



 

 

 

 

APPENDIX E 

PARTICIPANT DATA 

 

 SOURCE OF THE PARTICIPANT DATA 

 DATA VALIDATION TESTS AND ADJUSTMENTS 

 SUMMARY OF VALUATION DATA 

 ACTIVE MEMBERS 

 TRANSFERRED AND TERMINATED MEMBERS 

 RETIRED MEMBERS AND BENEFICIARIES  
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CALPERS ACTUARIAL VALUATION - June 30, 2013 

PARTICIPANT DATA  APPENDIX E 

 

 

Miscellaneous Risk Pool           E-1 

 

Source of the Participant Data 

 
The data was extracted from various databases within CalPERS and placed in a database by a series of extract programs. 
Included in this data are: 
 

 Individual member and beneficiary information, 
 Employment and payroll information, 
 Accumulated contributions with interest, 
 Service information, 
 Benefit payment information, 
 Information about the various organizations which contract with CalPERS, and 
 Detailed information about the plan provisions applicable to each group of members. 

 
 

Data Validation Tests and Adjustments  

 
Once the information is extracted from the various computer systems into the database, update queries are then run 
against this data to correct for flaws found in the data. This part of the process is intended to validate the participant data 
for all CalPERS plans. The data is then checked for reasonableness and consistency with data from the prior valuation. 
 
Checks on the data include: 
 

 A reconciliation of the membership of the plans, 
 Comparisons of various member statistics (average attained age, average entry age, average salary, etc.) for 

each plan with those from the prior year valuation, 
 Comparisons of pension amounts for each retiree and beneficiary receiving payments with those from the prior 

year valuation, 
 Checks for invalid ages and dates, and  
 Reasonableness checks on various key data elements such as service and salary 

 
As a result of the tests on the data, a number of adjustments were determined to be necessary. These included: 
 

 Dates of hire and dates of entry were adjusted where necessary to be consistent with the service fields, the date 
of birth and each other.  
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CALPERS ACTUARIAL VALUATION - June 30, 2013 

PARTICIPANT DATA  APPENDIX E 

 

 

Miscellaneous Risk Pool           E-2 

 

Summary of Valuation Data 

     June 30, 2013 

    

1. Number of Plans in the Risk Pool    1,764 

      

2. Active Members     

 a) Counts    29,196 

 b) Average Attained Age    45.96 

 c) Average Entry Age     36.44 

 d) Average Years of Service    9.52 

 e) Average Annual Covered Pay   $ 65,408 

 f) Annual Covered Payroll   $ 1,909,639,449 

 g) Projected Annual Payroll for Contribution Year   $ 2,086,714,587 

 h) Present Value of Future Payroll   $ 14,999,028,486 

      

3. Transferred Members    13,017 

      

4. Terminated Members    17,325 

      

5. Retired Members and Beneficiaries     

 a) Counts*    26,606 

 b) Average Annual Benefits*   $ 18,320 

      

6. Active to Retired Ratio [(2a) / (5a)]    1.10 

 
 
Counts of members included in the valuation are counts of the records processed by the valuation. Multiple records may 
exist for those who have service in more than one valuation group. This does not result in double counting of liabilities. 
 
 
* Values may not match those on pages E-5 and E-6 due to inclusion of community property settlements. 
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CALPERS ACTUARIAL VALUATION - June 30, 2013 

PARTICIPANT DATA  APPENDIX E 

 

 

Miscellaneous Risk Pool           E-3 

Active Members 

 
Counts of members included in the valuation are counts of the records processed by the valuation.  Multiple records may 
exist for those who have service in more than one valuation group.  This does not result in double counting of liabilities. 
 

Distribution of Active Members by Age and Service 
 

Attained Age 

Years of Service at Valuation Date 

0-4 5-9 10-14 15-19 20-24 25+ Total Payroll 

15-24 630 20 0 0 0 0 650 20,913,167 

25-29 1,562 577 12 0 0 0 2,151 94,364,653 

30-34 1,568 1,397 319 15 0 0 3,299 180,155,375 

35-39 1,235 1,343 686 167 12 0 3,443 211,667,630 

40-44 1,089 1,296 725 346 120 18 3,594 241,877,386 

45-49 1,035 1,305 841 483 324 180 4,168 301,954,420 

50-54 1,103 1,240 948 577 505 495 4,868 360,009,210 

55-59 783 1,007 796 455 393 503 3,937 287,710,984 

60-64 408 585 453 291 210 268 2,215 156,847,761 

65 and Over 174 249 190 109 75 74 871 54,138,864 

Total 9,587 9,019 4,970 2,443 1,639 1,538 29,196 $ 1,909,639,449 

 

 

 
Distribution of Average Annual Salaries by Age and Service 

 

Attained 
Age 

Years of Service at Valuation Date Average 
0-4 5-9 10-14 15-19 20-24 25+ Salary 

15-24 31,850 42,380 0 0 0 0 $32,174 

25-29 41,630 49,724 53,973 0 0 0 43,870 

30-34 50,259 57,790 61,508 66,331 0 0 54,609 

35-39 57,814 62,055 64,872 68,355 84,156 0 61,478 

40-44 61,821 66,303 71,162 75,944 77,320 82,059 67,300 

45-49 68,978 70,580 72,866 77,892 78,294 78,811 72,446 

50-54 66,221 71,389 74,388 80,397 80,582 82,511 73,954 

55-59 67,139 71,132 70,643 76,673 83,598 78,606 73,079 

60-64 64,164 67,599 70,966 72,792 78,504 79,506 70,812 

65 and Over 51,682 65,050 57,110 71,104 69,517 69,373 62,157 

Average $55,784 $65,145 $69,898 $76,347 $79,868 $79,640 $65,408 
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CALPERS ACTUARIAL VALUATION - June 30, 2013 

PARTICIPANT DATA  APPENDIX E 

 

 

Miscellaneous Risk Pool           E-4 

Transferred and Terminated Members 

 
 

Distribution of Transfers to Other CalPERS Plans by Age and Service 
 

Attained 
Age 

Years of Service at Valuation Date Average 
Salary 0-4 5-9 10-14 15-19 20-24 25+ Total 

15-24 49 1 0 0 0 0 50 43,151 

25-29 418 27 2 0 0 0 447 54,338 

30-34 961 122 7 0 0 0 1,090 66,072 

35-39 1,151 233 39 4 0 0 1,427 72,739 

40-44 1,377 305 96 20 4 0 1,802 80,033 

45-49 1,588 472 151 61 12 2 2,286 86,410 

50-54 1,772 552 192 86 31 5 2,638 86,526 

55-59 1,253 443 159 69 21 8 1,953 84,597 

60-64 654 216 98 26 5 8 1,007 85,281 

65 and Over 228 56 20 7 4 2 317 81,481 

Total 9,451 2,427 764 273 77 25 13,017 80,602 

 
 
 
 

Distribution of Terminated Participants with Funds on Deposit by Age and Service 
 

Attained 
Age 

Years of Service at Valuation Date Average 
Salary 0-4 5-9 10-14 15-19 20-24 25+ Total 

15-24 249 1 0 0 0 0 250 26,636 

25-29 1,197 56 0 0 0 0 1,253 33,511 

30-34 1,980 191 14 0 0 0 2,185 37,411 

35-39 1,917 267 44 6 0 0 2,234 41,999 

40-44 1,928 367 93 32 4 0 2,424 44,462 

45-49 1,847 477 153 61 30 7 2,575 48,853 

50-54 1,768 514 179 74 26 7 2,568 49,123 

55-59 1,419 363 94 49 11 6 1,942 45,567 

60-64 989 193 62 20 4 6 1,274 42,436 

65 and Over 510 78 16 8 4 4 620 36,346 

Total 13,804 2,507 655 250 79 30 17,325 43,234 
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CALPERS ACTUARIAL VALUATION - June 30, 2013 

PARTICIPANT DATA  APPENDIX E 

 

 

Miscellaneous Risk Pool           E-5 

Retired Members and Beneficiaries 

 
Distribution of Retirees and Beneficiaries by Age and Retirement Type*  

Attained 
Age 

Service 
Retirement 

Non-
Industrial 
Disability 

Industrial 
Disability 

Non-
Industrial 

Death 
Industrial 

Death 

Death 
After 

Retirement Total 

Under 30 0 0 0 1 0 29 30 

30-34 0 6 0 0 0 13 19 

35-39 0 14 9 0 0 11 34 

40-44 0 24 20 1 1 28 74 

45-49 3 69 48 4 0 28 152 

50-54 781 143 53 16 1 71 1,065 

55-59 3,232 222 81 28 1 113 3,677 

60-64 5,099 265 74 42 1 195 5,676 

65-69 5,502 196 48 31 2 301 6,080 

70-74 3,275 159 37 30 0 349 3,850 

75-79 1,977 88 6 12 0 367 2,450 

80-84 1,286 62 3 6 0 429 1,786 

85 and Over 1,118 41 4 17 0 533 1,713 

Total 22,273 1,289 383 188 6 2,467 26,606 

 

 
Distribution of Total Annual Amounts for Retirees and Beneficiaries by Age and Retirement Type*  

 

Attained 
Age 

Service 
Retirement 

Non-
Industrial 
Disability 

Industrial 
Disability 

Non-
Industrial 

Death 
Industrial 

Death 

Death 
After 

Retirement Average 

Under 30 $0 $0 $0 $18,397 $0 $5,767 $6,188 

30-34 0 8,394 0 0 0 6,739 7,262 

35-39 0 10,982 3,278 0 0 4,943 6,989 

40-44 0 9,098 480 11,007 178 14,094 8,565 

45-49 13,548 10,346 4,249 10,498 0 7,627 7,987 

50-54 14,748 12,158 3,160 12,180 1,217 11,992 13,588 

55-59 21,677 11,899 5,053 13,995 2,015 14,043 20,422 

60-64 22,312 11,680 4,364 12,922 184 17,852 21,355 

65-69 20,708 11,854 6,943 13,896 41 15,342 20,007 

70-74 18,217 10,266 6,448 13,537 0 14,932 17,441 

75-79 16,806 11,111 2,467 5,936 0 14,529 16,172 

80-84 15,063 11,194 1,198 4,881 0 13,107 14,401 

85 and Over 12,312 10,412 14,001 7,689 0 10,736 11,734 

Total $19,546 $11,378 $4,671 $12,069 $613 $13,516 $18,320 
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CALPERS ACTUARIAL VALUATION - June 30, 2013 

PARTICIPANT DATA  APPENDIX E 

 

Miscellaneous Risk Pool  E-6 
 

Retired Members and Beneficiaries (continued) 

 
 

Distribution of Retirees and Beneficiaries by Years Retired and Retirement Type*  
 

Years 
Retired 

Service 
Retirement 

Non-
Industrial 
Disability 

Industrial 
Disability 

Non-
Industrial 

Death 
Industrial 

Death 

Death 
After 

Retirement Total 

Under 5 Yrs 8,906 201 68 77 1 133 9,386 

5-9 5,990 202 112 44 1 295 6,644 

10-14 3,259 314 66 27 0 335 4,001 

15-19 2,038 287 63 20 2 457 2,867 

20-24 1,095 127 35 7 0 488 1,752 

25-29 620 77 22 3 0 383 1,105 

30 and Over 365 81 17 10 2 376 851 

Total 22,273 1,289 383 188 6 2,467 26,606 

 
 
 
Distribution of Total Annual Amounts for Retirees and Beneficiaries by Years Retired and Retirement 

Type* 
 

Years 
Retired 

Service 
Retirement 

Non-
Industrial 
Disability 

Industrial 
Disability 

Non-
Industrial 

Death 
Industrial 

Death 

Death 
After 

Retirement Average 

Under 5 Yrs $22,980 $12,975 $3,728 $14,049 $178 $17,833 $22,478 

5-9 20,680 13,211 5,076 13,343 14 15,912 19,927 

10-14 16,581 11,220 4,766 11,412 0 16,619 15,934 

15-19 14,387 11,101 6,587 7,544 1,616 15,541 14,014 

20-24 13,040 9,475 2,900 8,210 0 14,245 12,896 

25-29 10,588 10,394 4,173 7,436 0 10,588 10,438 

30 and Over 7,150 8,354 2,594 6,131 126 6,919 7,043 

Average $19,546 $11,378 $4,671 $12,069 $613 $13,516 $18,320 
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CALPERS ACTUARIAL VALUATION - June 30, 2013 

PARTICIPANT DATA  APPENDIX E 

 

Miscellaneous Risk Pool  E-7 
 

Retired Members and Beneficiaries (continued) 

 
 

Distribution of Retirees and Beneficiaries by Years Retired and Retirement Type 
Annual Amounts do not Include PPPA Payments 

 

Attained 
Age 

Service 
Retirement 

Non-
Industrial 
Disability 

Industrial 
Disability 

Non-
Industria
l Death 

Industrial 
Death 

Death After 
Retirement Total 

Under 30 $0 $0 $0 $18,397 $0 $167,241 $185,638 

30-34 0 50,364 0 0 0 87,610 137,974 

35-39 0 153,743 29,506 0 0 54,376 237,625 

40-44 0 218,356 9,605 11,007 178 394,638 633,784 

45-49 40,643 713,902 203,968 41,991 0 213,558 1,214,062 

50-54 11,518,054 1,738,594 167,492 194,883 1,217 851,463 14,471,703 

55-59 70,060,551 2,641,622 409,281 391,853 2,015 1,586,901 75,092,223 

60-64 113,770,086 3,095,158 322,967 542,733 184 3,481,155 121,212,283 

65-69 113,935,857 2,323,320 333,251 430,782 82 4,617,939 121,641,231 

70-74 59,659,493 1,632,283 238,567 406,098 0 5,211,214 67,147,655 

75-79 33,225,853 977,751 14,804 71,236 0 5,332,314 39,621,958 

80-84 19,370,785 694,047 3,594 29,287 0 5,622,999 25,720,712 

85 and Over 13,764,581 426,900 56,002 130,711 0 5,722,385 20,100,579 

Total $435,345,903 $14,666,040 $1,789,037 $2,268,978 $3,676 $33,343,793 $487,417,427 

 
 

 
Distribution of Total Annual Amounts for Retirees and Beneficiaries by Years Retired and Retirement 

Type 
Annual Amounts do not Include PPPA Payments 

 

Years 
Retired 

Service 
Retirement 

Non-
Industrial 
Disability 

Industrial 
Disability 

Non-
Industria
l Death 

Industrial 
Death 

Death After 
Retirement Total 

Under 5 Yrs $204,658,895 $2,607,877 $253,535 $1,081,78
2 

$178 $2,371,775 $210,974,042 

5-9 123,874,723 2,668,707 568,559 587,103 14 4,694,028 132,393,134 

10-14 54,037,174 3,522,940 314,565 308,130 0 5,567,352 63,750,161 

15-19 29,321,630 3,186,130 414,971 150,870 3,232 7,102,297 40,179,130 

20-24 14,279,006 1,203,359 101,489 57,472 0 6,951,796 22,593,122 

25-29 6,564,645 800,341 91,815 22,309 0 4,055,117 11,534,227 

30 and Over 2,609,830 676,686 44,103 61,312 252 2,601,428 5,993,611 

Total $435,345,903 $14,666,040 $1,789,037 $2,268,978 $3,676 $33,343,793 $487,417,427 
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GLOSSARY OF ACTUARIAL TERMS  APPENDIX F  

 

Miscellaneous Risk Pool                                       F-1 
 

 

Glossary of Actuarial Terms 

 
Accrued Liability (also called Actuarial Accrued Liability or Entry Age Normal Accrued Liability) 

The total dollars needed as of the valuation date to fund all benefits earned in the past for current 
members. 

  
Actuarial Assumptions 

Assumptions made about certain events that will affect pension costs. Assumptions generally can be 
broken down into two categories: demographic and economic. Demographic assumptions include 
mortality, disability and retirement rates. Economic assumptions include discount rate, salary growth and 
inflation. 

 
Actuarial Methods 

Procedures employed by actuaries to achieve certain funding goals of a pension plan. Actuarial methods 
include funding method, setting the length of time to fund the Accrued Liability and determining the 
Actuarial Value of Assets. 
 

Actuarial Valuation 
The determination, as of a valuation date, of the Normal Cost, Accrued liability, Actuarial Value of Assets 
and related actuarial present values for a pension plan. These valuations are performed annually or when 
an employer is contemplating a change to their plan provisions.  
 

Actuarial Value of Assets 
The Actuarial Value of Assets used for funding purposes is obtained through an asset smoothing technique 
where investment gains and losses are partially recognized in the year they are incurred, with the 
remainder recognized in subsequent years. 

 
This method helps to dampen large fluctuations in the employer contribution rate. 

 
Amortization Bases 

Separate payment schedules for different portions of the Unfunded Liability. The total Unfunded Liability 
of a Risk Pool or non-pooled plan can be segregated by "cause", creating “bases” and each such base will 
be separately amortized and paid for over a specific period of time. This can be likened to a home 
mortgage that has 24 years of remaining payments and a second on that mortgage that has 10 years left. 
Each base or each mortgage note has its own terms (payment period, principal, etc.) but all bases are 
amortized using investment and payroll assumptions from the current valuation. 
 
Generally in an actuarial valuation, the separate bases consist of changes in unfunded liabilities due to 
amendments, actuarial assumption changes, actuarial methodology changes, and gains and losses. 
Payment periods are determined by Board policy and vary based on the cause of the change. 

 
Amortization Period 

The number of years required to pay off an Amortization Base. 
 
Annual Required Contributions (ARC) 

The employer's periodic required annual contributions to a defined benefit pension plan, calculated in 
accordance with the plan assumptions. The ARC is determined by multiplying the employer contribution 
rate by the payroll reported to CalPERS for the applicable fiscal year. However, if this contribution is fully 
prepaid in a lump sum, then the dollar value of the ARC is equal to the Lump Sum Prepayment. 
 

Class 0 Benefit Surcharge 
Class 0 benefit surcharge is the increase in normal cost for a given benefit formula above the baseline 
PEPRA 2% at 57 benefit formula.  
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Class 1 Benefits 

Class 1 benefits have been identified to be additional benefits which have a significant, ongoing effect on 
the total plan cost. In some cases, a Class 1 benefit may be an alternate benefit formula. These benefits 
vary by employer across the risk pool. Agencies contracting for a Class 1 benefit will be responsible for the 
past service liability associated with such benefit and will be required to pay a surcharge established by 
the actuary to cover the ongoing cost (normal cost) of the Class 1 benefit. 

 
Class 2 Benefits 

Class 2 benefits have been identified to be the ancillary benefits providing one-time increases in benefits. 
These benefits vary by employer across the risk pool. Agencies contracting for a Class 2 benefit will be 
responsible for the past service liability associated with such benefit. 

 
Class 3 Benefits 

Class 3 benefits have been identified to be additional benefits which have a minimal effect on the total 
plan cost. Class 3 benefits may vary by rate plan within each risk pool. However, the employer 
contribution rate will not vary within the risk pool due to the Class 3 benefits. 
 

Classic member (under PEPRA) 
A classic member is anyone in CALPERS not defined as a new member under PEPRA (see definition of new 
member below.) 

 
Discount Rate 

The actuarial assumption that was called “investment return” in earlier CalPERS reports or “actuarial 
interest rate” in Section 20014 of the California Public Employees’ Retirement Law (PERL). 

 
Entry Age 

The earliest age at which a plan member begins to accrue benefits under a defined benefit pension plan 
or Risk Pool. In most cases, this is the same as the date of hire. 

 
(The assumed retirement age less the entry age is the amount of time required to fund a member's total 

benefit. Generally, the older a member is at hire, the greater the Normal Cost. This is mainly because 
there is less time to earn investment income to fund the future benefits.) 

 
Entry Age Normal Cost Method 

An actuarial cost method designed to fund a member's total plan benefit over the course of his or her 
career. This method is designed to produce stable employer contributions in amounts that increase at the 
same rate as the employer’s payroll (i.e. level % of payroll). 
 

Fresh Start 
A Fresh Start is the single amortization base created when multiple amortization bases are collapsed into 
one base and amortized over a new funding period. 
 

Funded Status 
A measure of how well funded a plan or risk pool is. Or equivalently, how "on track" a plan or risk pool is 
with respect to assets vs. accrued liabilities. A ratio greater than 100% means the plan or risk pool has 

more assets than liabilities and a ratio less than 100% means liabilities are greater than assets. A funded 
ratio based on the Actuarial Value of Assets indicates the progress toward fully funding the plan using the 
actuarial cost methods and assumptions. A funded ratio based on the Market Value of Assets indicates the 
short-term solvency of the plan. 

 
GASB 27 

Statement No. 27 of the Governmental Accounting Standards Board. The accounting standard governing a 
state or local governmental employer’s accounting for pensions.  
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GASB 68 
Statement No. 68 of the Governmental Accounting Standards Board. The accounting standard governing a 
state or local governmental employer’s accounting and financial reporting for pensions. GASB 68 replaces 
GASB 27 effective for the first fiscal year beginning after June 15, 2014. 

 
New member (under PEPRA) 

A new member includes an individual who becomes a member of a public retirement system for the first 
time on or after January 1, 2013, and who was not a member of another public retirement system prior to 
that date, and who is not subject to reciprocity with another public retirement system. 

 
 
Normal Cost (also called Total Normal Cost) 

The annual cost of service accrual for the upcoming fiscal year for active employees. The required 
employee contributions are part of the Total Normal Cost. The remaining portion, called the employer 
normal cost, includes surcharges for applicable class 1 benefits and should be viewed as the long term 
employer contribution rate. 
 

Pension Actuary 
A person who is responsible for the calculations necessary to properly fund a pension plan. 
 

PEPRA 
Public Employees’ Pension Reform Act of 2013 

 
Prepayment Contribution 

A payment made by the employer to reduce or eliminate the year’s required employer contribution. 
 
Present Value of Benefits (PVB) 

The total dollars needed as of the valuation date to fund all benefits earned in the past or expected to be 
earned in the future for current members. 

 
Risk Pool 

Using the benefit of the law of large numbers, a risk pool is a collection of employer plans for the purpose 
of sharing risk. If a pooled plan has active members at the time of valuation, it belongs to the risk pool 
composed of all other pooled plans with the same benefit formula. If a plan has no active members at the 
time of valuation, it belongs to the inactive risk pool. 

 
Rolling Amortization Period 

An amortization period that remains the same each year, rather than declining. 
 
Side Fund 

At the time a plan joined a risk pool, a Side Fund was created to account for the difference between the 
funded status of the risk pool and the funded status of the plan. The plan’s Side Fund is amortized on an 
annual basis, with the discount rate net of, for active plans, the payroll growth rate assumption. The 
actuarial investment return assumption is currently 7.5%. Commencing with the June 30, 2013 actuarial 
valuations, the side fund will be treated as a liability as opposed to an asset. Prior to June 30, 2013, a 
positive side fund conveyed that a public agency had a surplus when risk pooling began June 30, 2003. 

Conversely, a negative side fund signified that a public agency had an unfunded liability that required 
elimination through an amortization payment schedule. After June 30, 2013 a positive side fund will signify 
that an agency has an unfunded liability while a negative side fund will indicate a surplus asset. Beginning 
with FY 2015-16 CalPERS will collect employer contributions towards the side fund as dollar amounts 
rather than as a contribution rate as a percent of payroll. 

 
Superfunded 

A condition existing when a plan’s Actuarial Value of Assets exceeds its Present Value of Benefits. Prior to 
the passage of PEPRA, when this condition existed on a given valuation date for a given plan, employee 
contributions for the rate year covered by that valuation could be waived. 
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Unfunded Liability 

When a plan or risk pool’s Assets is less than its Accrued Liability, the difference is the plan or risk pool’s 
Unfunded Liability of the Unfunded Liability is positive, the plan or risk pool will have to pay contributions 
exceeding the Normal Cost. 
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Budgeted (Y/N):  N Budgeted amount:  N/A Core  X Choice __ 

Action item amount:  N/A Line item:   

Fiscal Impact (explain if unbudgeted):   

 

Item No. 11 
 

 
INFORMATION ITEM 

January 14, 2015 
 
 
TO: Administration & Finance Committee 
 (Directors Thomas, Osborne, Finnegan) 
 
FROM: Robert Hunter, General Manager  Staff Contact:  Harvey De La Torre 
 
 
SUBJECT: Monthly Water Usage Data, Tier 2 Projection, and Water Supply Info. 
 
 
STAFF RECOMMENDATION 
 
Staff recommends the Administration & Finance Committee receive and file this information. 
 
 
COMMITTEE RECOMMENDATION 
 
Committee recommends (To be determined at Committee Meeting) 
 
 
REPORT 
  
The attached figures show the recent trend of water consumption in Orange County (OC), 
an estimate of Tier 2 volume for MWDOC, and selected water supply information.   
 

Fig. 1 OC Water Usage, Monthly by Supply   Groundwater was the main supply in 
November.   

Fig. 2 OC Water Usage, Monthly, Comparison to Previous Years    Water usage in 
November 2014 was slightly above average compared to past usage.   

Fig. 3 Historical OC Water Consumption  OC water consumption of about 622,000 
AF in FY 2013-14 was up about 3-½ % from FY 2012-13, but was still below the 
long-term average of about 630,000 AF/yr.  Although OC population has increased 
20% over the past two decades, water usage has not increased, on average.   A 
long-term decrease in per-capita water usage is attributed mostly to Water Use 
Efficiency (water conservation) efforts. High Temperature, precipitation and the 
economy all remain indicators to O.C. water consumption. 

Fig. 4 MWDOC “Firm” Water Purchases, 2014  “Firm” water above the Tier 1 limit 
will be charged at the higher Tier 2 rate.  Our current projection of Tier 2 purchases is 
zero in 2014. 
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 Page 2 
 
Water Supply Information  Includes data on:  Rainfall in OC;  the OCWD Basin overdraft; 
Northern California and Colorado River Basin hydrologic data;  the State Water Project 
(SWP) Allocation, and  regional storage volumes.  The data has implications for the 
magnitude of supplies from the three watersheds that are the principal sources of water for 
OC.  Note that a hydrologic year is Oct. 1st through Sept. 30th. 
 

 Orange County’s accumulated rainfall through December was slightly above 
average for this period.  This continues the impact of the previous two hydrologic 
years’ below-normal rainfall in reducing those local supplies that are derived from 
local runoff.   

  
 Northern California accumulated precipitation in November was around 129% 

of normal for this period. The Northern California snowpack was 53% of normal as of 
January 2nd, the date used for year-to-year comparison. This follows two below-
average hydrologic years.  The Governor has declared a Drought Emergency, and 
the State Water Project Contractors Table A Allocation is only 10% as of the end of 
November.  This percentage will most likely remain similar in 2015. 

 
 Colorado River Basin accumulated precipitation in December was a little 94% 

average for this period.  The Upper Colorado Basin snowpack was 106% of average 
as of December 30th.  However, this follows two below-average hydrologic years, 
and this watershed is in a long-term drought.  Lake Mead and Lake Powell combined 
have about 60% of their average storage volume for this time of year.    If Lake 
Mead’s level falls below a “trigger” limit, then a shortage will be declared by the US 
Bureau of Reclamation (USBR), impacting Colorado River water deliveries for the 
Lower Basin states. The USBR predicts that the “trigger” limit could be reached as 
early as July 2015 and most likely in March 2016.  
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Item 12a 

 1

Administration Activities Report 
 December 6, 2014 to January 8, 2015    

 
   

Activity Summary 

Administration/Board  Maribeth has been scheduling meetings for Rob Hunter 
and for various Ad Hoc Committees of the Board. 

         Maribeth has been assisting Rob/Karl with various write 
ups and follow-up for the Committees and Board, as well 
as research projects. 

        Maribeth is in the process of submitting changes to the 
District’s Conflict of Interest Code to the Clerk of the 
Board.  

         Maribeth responded to one Public Records Request 
         Maribeth completed any necessary follow up subsequent 

to the recent election, including Oaths of Office and 
meeting with Director-Elect Tamaribuchi 

 Maribeth has been working with legal counsel and Karl on 
changes to the Admin Code 

 Pat has been scheduling meetings for Karl and Keith. 
 Pat proofed and formatted letters for Karl, Harvey and 

Darcy. 
 Pat received a brief training on front desk protocol to cover 

breaks during the holiday. 
 Pat is researching government rates for airline travel 

through the State of CA - Dept. of General Services.   
 Pat has been scheduling travel for ACWA and CRWUA 

Conferences and other misc. travel for CUWCC, CSDA 
Governance Workshop, which includes preparation of 
purchase requisitions and back-up. 

 Katie provided assistance on a mail merge to the member 
agencies.   

MWDOC/OCWD Joint  
Administration 

MWDOC and OCWD coordinated the phone coverage 
responsibilities due to holiday and vacation schedules.               

Health Benefits  
 
 

 The Flexible Spending Plan debit cards are in the process 
of being mailed to participants.  All claims for the 2014 
year must be submitted no later than 3/31/15. 

Records Management   Provided one-on-one Laserfiche training for staff members 
 Trained Melanie on scanning to Laserfiche, incoming mail 

procedure, and other admin duties 
 Continued to scan and/or purge records from Iron 

Mountain 
 Import new records into Laserfiche 

CalPERS Staff received the CalPERS valuation report ending June 30, 
2013 and information is included in the committee packet.        

Agency Inquiries   Responded to an inquiry by Three Valleys Water District 
regarding Director compensation and benefits.     
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 2

Recruitment /Departures 
 

 Lisa Parson, WEROC Coordinator resigned as of 12/23.  
Recruitment is under way for the new WEROC Program 
Coordinator.  

 Recruitment is under way for a new Water Use Efficiency 
Intern, due to departure of Denise Dos Reis. 

 Recruitment is also underway for replacement of 2 Public 
Affairs interns.   

 Melissa Baum-Haley has returned from her maternity 
leave.        

Other  
Projects and Activities   Staff released the RFP to 9 consultants for the 

Compensation and Classification Study which is 
anticipated to be completed in early April 2015. 

 The holiday luncheon was held at Newport Landing on 
12/17/14. 

 The newly revised Personnel Manual was distributed to 
staff and Board in late December. 

 The long term disability and life insurance policy renewals 
for 2015 have been completed, with a cost savings on 
both policies. 

 Katie is reviewing landscapers for atrium and wisteria 
clean-up and/or replacement.  

 Cathy has been working with Legal Counsel and the 
Pension Plan Representative to restate the Pension Plan 
to incorporate mandated changes and participant 
changes.  Information is included in the committee packet. 
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Item No. 12b 
 
 

 
 

INFORMATION ITEM 
January 14, 2015 

 
TO: Administration & Finance Committee 
 (Directors Thomas, Barbre, Osborne) 
 
FROM: Robert J. Hunter, General Manager  Staff Contact:  Jeff Stalvey 
 
SUBJECT: Finance and IT Pending Items Report 
 
SUMMARY 
 
The following list details the status of special projects and department activities that are in-
progress or to be completed during FY 2014-15. 
 

Description 
% of  

Completion 

Estimated 
Completion 

date 
Status 

Finance    

Further Implementation of WUE 
Landscape Programs Databases and Web 
Site. 

On-going On-going In Progress 

Implementation of WUE Landscape 
Programs Database for Member 
Agencies. 

85% 6/30/15 In Progress 

$500k Bond Investment maturing. Will 
reinvest. 

25% 01/15/15 In Progress 

Preparation of documents for FY15-16 
budget process. 

10% 6/30/15 In Progress 

 
 
 
 
 
Information Technology    

Network security issues (hackers, viruses 
and spam emails) On-going On-going 

Continuous system 
monitoring 

Purchase and upgrade MS Office 2013 for 
remain Desktop Computers 90% 3/31/2015 In Progress 

Page 234 of 237



 
 

Implement Web Security for District 
Network 50% 6/30/2015 In Progress 

Purchase and upgrade Network Attach 
Storage for Offsite Backup. 10% 3/31/2015 In Progress 

Purchase and upgrade 3 laptops for Staff. 
100% 12/31/2014 Completed 

Purchase and upgrade portable Projector. 
100% 12/31/2014 Completed 

Purchase and upgrade 4 Desktop 
Computers for WEROC NEOC (hardware 
and software). 

90% 12/31/2014 In Progress 

Implement and upgrade ACT software on a 
new Virtual Windows Server. 100% 12/31/2014 Completed 
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FY 2014-15 Completed Special Tasks 
 
 
 

 
 

Description 
% of 

Completion 
Completion 

date 
Status 

Finance 
   

Upgrade Serenic ERP Software from 
version 5 to version 7 100% 7/31/14 

 
Completed 

Research additional Investment 
options for Reserves 

100% 8/31/14 

Invested $1,000,000 in 
four CD’s; laddered terms. 
Approximate monthly gain 
of $970. 

Investment in OCIP 100% 8/15/2014 

Invested $3 million in 
OCIP from Retail Meter 
revenues. May need to 
transfer some back out in 
6 months for operating 
expenses. 

State Tax filing for Water Facilities 100% 9/30/14 Completed  

Government Compensation in 
California report 100% 10/31/14 Completed 

State Controller Report preparation 100% 10/31/14 Completed 

Annual financial audit conducted by 
Vavrinek, Trine, Day & Company 

100% 10/31/14 Completed 

Description 
% of 

Completion 
Completion 

date 
Status 

Information Technology    

Upgrade existing Windows Server 
Operating Systems from 2003 and 
2008 versions to 2012 version 
(software upgrade). 

100% 6/30/14 Completed 

Purchase and upgrade District Record 
Management Database Server 
(hardware and software). 

100% 6/30/14 Completed 

Purchase and upgrade Finance 
database Server (hardware and 
software) to run new version of Serenic 
application (64-bit). 

100% 6/30/14 Completed 
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Purchase and upgrade 4 Desktop 
Computers for WEROC SEOC 
(hardware and software). 

100% 09/30/14 Completed 

Purchase and upgrade 2 Network 
Printers. 

100% 10/31/14 Completed 

Purchase and upgrade 5 Desktop 
Computers for Staff. 

100% 10/31/14 Completed 

Purchase and implement SmartDraw 
software for Public Affairs Dept. 

100% 10/31/14 Completed 

Purchase and replace Projection 
Screen in Conference Room 102 

100% 10/31/14 Completed 

Program auto voice respond for “Turf 
Removal Program” for WUE 
Department 

100% 11/30/14 Completed 
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