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INDEPENDENT AUDITOR’S REPORT 
 
 

To the Benefits Trust Committee 
Fairfax County Water Authority Retirement Plan 
 
Opinion 
 

We have audited the financial statements of the Fairfax County Water Authority Retirement Plan (the 
Plan), which comprise the Statements of Fiduciary Net Position as of December 31, 2021 and 2020, the 
related Statements of Changes in Fiduciary Net Position for the years then ended, and the related notes 
to the financial statements.  
 

In our opinion,  the accompanying  financial statements referred  to above present  fairly,  in all material 
respects, the Plan’s fiduciary net position as of December 31, 2021 and 2020, and the changes therein 
for  the  years  then ended,  in  accordance with  accounting principles  generally  accepted  in  the United 
States of America. 
 

Basis for Opinion 
 

We conducted our audits in accordance with auditing standards generally accepted in the United States 
of America  (GAAS).   Our  responsibilities under  those  standards are  further described  in  the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report.   We are required to be 
independent of the Plan and to meet our other ethical responsibilities, in accordance with the relevant 
ethical  requirements  relating  to our  audits. We believe  that  the  audit  evidence we have obtained  is 
sufficient and appropriate to provide a basis for our audit opinion.   
 

Responsibilities of Management for the Financial Statements 
 

Management  is  responsible  for  the  preparation  and  fair  presentation  of  the  financial  statements  in 
accordance with accounting principles generally accepted  in the United States of America, and for the 
design,  implementation,  and  maintenance  of  internal  control  relevant  to  the  preparation  and  fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 

In preparing the financial statements, management is required to evaluate whether there are conditions 
or events, considered in the aggregate, that raise substantial doubt about the Plan’s ability to continue 
as a going concern within one year after the date that the financial statements are issued or available to 
be issued. 
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Auditor’s Responsibilities for the Audit of the Financial Statements 
 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are  free  from material misstatement, whether due  to  fraud or error, and  to  issue an auditor’s  report 
that  includes  our  opinion.    Reasonable  assurance  is  a  high  level  of  assurance  but  is  not  absolute 
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will always 
detect  a material misstatement when  it  exists.    The  risk  of  not  detecting  a material misstatement 
resulting  from  fraud  is higher  than one  resulting  from error,  as  fraud may  involve  collusion,  forgery, 
intentional  omissions,  misrepresentations,  or  the  override  of  internal  control.    Misstatements  are 
considered material if there is a substantial likelihood that, individually or in the aggregate, they would 
influence the judgment made by a reasonable user based on the financial statements.  
 

In performing an audit in accordance with GAAS, we: 
 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 

 Identify and assess the risks of material misstatement of the financial statements, whether due 
to  fraud or  error,  and design  and perform  audit procedures  responsive  to  those  risks.    Such 
procedures include examining, on a test basis, evidence regarding the amounts and disclosures 
in the financial statements. 

 Obtain  an  understanding  of  internal  control  relevant  to  the  audit  in  order  to  design  audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion  on  the  effectiveness  of  the  Plan’s  internal  control.    Accordingly,  no  such  opinion  is 
expressed. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that  raise substantial doubt about  the Authority’s ability  to continue as a going concern  for a 
reasonable period of time. 

 

We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control‐related 
matters that we identified during the audit. 
 

Required Supplementary Information 
 

Accounting  principles  generally  accepted  in  the United  States of America  require  the Management’s 
Discussion  and  Analysis  and  the  required  supplementary  information  on  pages  3–4  and  20–27, 
respectively,  be  presented  to  supplement  the  financial  statements.    Such  information  is  the 
responsibility of management and, although not a part of  the  financial statements,  is  required by  the 
Governmental  Accounting  Standards  Board,  who  considers  it  to  be  an  essential  part  of  financial 
reporting  for  placing  the  financial  statements  in  an  appropriate  operational,  economic  or  historical 
context.   We  have  applied  certain  limited  procedures  to  the  required  supplementary  information  in 
accordance with auditing standards generally accepted in the United States of America, which consisted 
of  inquiries  of  management  about  the  methods  of  preparing  the  information  and  comparing  the 
information  for  consistency with management’s  responses  to our  inquiries,  the  financial  statements, 
and other knowledge we obtained during our audit of the financial statements.   We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide us 
with sufficient evidence to express an opinion or provide any assurance. 
 

PBMares, LLP 
Harrisonburg, Virginia 
June 30, 2022 
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FAIRFAX COUNTY WATER AUTHORITY RETIREMENT PLAN 
 
 

Management’s Discussion and Analysis 
 
This section of the Fairfax County Water Authority Retirement Plan (the Plan) annual financial report presents 
our discussion of the Plan’s financial performance during the years ended December 31, 2021 and 2020.  
Please read it in conjunction with the Plan’s financial statements which follow this section. 

Overview of the Financial Statements and Supplementary Information 

Financial Statements.  The Plan presents Statements of Fiduciary Net Position as of December 31, 2021 and 
2020 and Statements of Changes in Fiduciary Net Position for the years then ended.  These statements reflect 
the resources available for the payment of benefits as of year-end and the sources and uses of those funds 
during the year. 
 
Notes to Financial Statements.  The Notes to Financial Statements are an integral part of the financial 
statements and include additional information and schedules to provide a better understanding of the 
financial statements.  The Notes to Financial Statements immediately follow the financial statements. 
 
Required Supplementary Information.  The required supplementary information and related notes provide 
information regarding the Plan’s funding progress, certain ratios, employer contributions and investment 
returns.  The required supplementary information and related notes follow the Notes to the Financial 
Statements. 
 

Financial Analysis 

Plan Net Position 
                                                
The following table reflects the Plan’s net position at December 31, 2021, 2020, and 2019: 
 

 2021 2020 
Increase 

(Decrease) 2019 
Increase 

(Decrease) 

Cash and investments $ 426,821,320 $ 362,946,417 $  63,874,903 $ 317,243,072 $  45,703,345 
Other assets  145,828  149,172     (3,344)  164,421  (15,249) 
  Total assets  426,967,148  363,095,589   63,871,559  317,407,493   45,688,096 
  Total liabilities  431,911  416,254           15,657  419,352  (3,098) 
  Total net position $ 426,535,237 $ 362,679,335 $  63,855,902 $ 316,988,141 $  45,691,194 
 
Net position of the Plan increased $63.9 million or 17.6% during 2021 and increased $45.7 million or 14.4% 
during 2020.  Appreciation in fair value of investments was the main contributing factor for the increase in 
net position in 2021.   
 
The Plan’s return on investments, net of investment management fees for 2021 and 2020, was 18.7% and 
15.2% respectively.  Despite the continued volatility in the market due to the coronavirus (COVID-19) 
pandemic, the Plan experienced strong investment performance in 2021. The ratios between equity and other 
investments at the end of 2021 and 2020 were 73:27 and 75:25, respectively.
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Changes in Plan Net Position 

The following table reflects the Plan’s changes in net position for the years ended December 31, 2021, 2020, 
and 2019: 
 

 2021 2020 
Increase 

(Decrease) 2019 
Increase 

(Decrease) 
Contributions:           

  Employer $ 19,504,532 
 

$ 19,927,139 
 

$ (422,607) 
 

$ 18,636,960 
 

$ 1,290,179 
  Plan members  748,007 

 
 840,998 

 
 (92,991) 

 
 892,871 

 
 (51,873) 

Net investment income   67,502,200 
 

 48,068,580 
 

 19,433,620 
 

 64,657,125 
 

 (16,588,545) 
  Total additions  87,754,739  68,836,717       18,918,022  84,186,956  (15,350,239) 
Benefits  23,748,156  22,899,240  848,916  21,655,979  1,243,261 

 Refunds and other  150,681  246,283    (95,602)  110,356            135,927   
  Total deductions  23,898,837  23,145,523  753,314  21,766,335  1,379,188 
  Change in net position $ 63,855,902   $      45,691,194  $      18,164,708  $    62,420,621   $ (16,729,427) 
 
The decrease in employer contributions of $422,607 in 2021 is attributed to a 2.3% decrease in the number 
of active employees compared to 2020.  The actuarially determined employer contribution rate decreased 
from 40.78% in 2020 to 37.80% in 2021.  In an effort to increase the funded status of the Plan, Fairfax Water 
chose to use a 48% contribution rate in 2021 and 2020, which exceeded the actuarially determined 
requirements.   
 
Net investment income is the aggregate of earnings from interest, realized and unrealized gains and losses on 
investments, and investment fees and expenses.  The increase in net investment income from 2020 to 2021 
was driven by the strong market and exceptional equity performance in 2021.  The interest portions of 
investment earnings were $2,120 and $3,879 in 2021 and 2020, respectively.  Realized and unrealized gains 
on investments, net of investment expense, were $67,500,080 and $48,064,701 in 2021 and 2020, 
respectively.   
  
Benefit payments increased 3.7% from 2020 to 2021.  This was primarily a result of increases in the number 
of retirees and beneficiaries receiving benefits and the amount of the average benefit.  Retirees received a 
1.4% and 1.5% cost of living increase on May 1, 2021, and May 1, 2020, respectively.  Refunds of contributions 
and other expenses decreased 38.8% from 2020 to 2021.  The amount of refunds varies from year to year 
based on changes in employee turnover rates and decisions of terminated vested employees. 

Request for Information 

This financial report is designed to provide an overview of the Plan’s finances.  Questions concerning any of 
the information provided in this report or requests for additional financial information should be addressed 
to: 
 
Fairfax Water 
Benefits Trust Committee 
8570 Executive Park Avenue 
Fairfax, Virginia 22031 
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Statements of Fiduciary Net Position 
December 31, 2021 and 2020 
 
 

 2021  2020 
 
Assets    

     Cash and cash equivalents $ 2,197,360  $ 1,853,443 
     Contribution receivable  29,298   30,589 
     Other current assets  116,530   118,583 
             Total current assets  2,343,188   2,002,615 
      
     Investments, at fair value:      
        Equity mutual funds  310,783,378   270,934,797 
        Fixed income pooled funds  105,201,218   82,925,574 
        Other investments  8,639,364   7,232,603 
             Total investments  424,623,960   361,092,974 
                  Total assets  426,967,148   363,095,589 

      
Liabilities      

     Accrued expenses 
 

431,911  
 

416,254 
             Total liabilities  431,911   416,254 

      
      

Net Position Restricted for Pensions and Health Benefits $ 426,535,237  $ 362,679,335 

  
 

  
 

 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of these financial statements. 
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Statements of Changes in Fiduciary Net Position 
For the years ended December 31, 2021 and 2020          

 
  2021  

 
2020 

 
Additions    
      
     Contributions: 
          Employer $ 19,504,532  $ 19,927,139 
          Plan members  748,007   840,998 
               Total contributions  20,252,539   20,768,137 
     
     Investment income: 

 
  

 
 

          Net appreciation in fair value of investments        68,524,842         48,919,943 
          Interest  2,120   3,879 
               Total investment earnings        68,526,962         48,923,822 
          Less investment expense  1,024,762   855,242 
               Net investment income     67,502,200         48,068,580 
               Total additions  87,754,739   68,836,717 

      
Deductions      

     Retirement benefits  20,527,418   19,597,507 
     Health insurance benefits  3,220,738   3,301,733 
     Refunds of contributions  -   91,816 
     Administrative expenses  150,681   154,467 
               Total deductions  23,898,837   23,145,523 
                    Change in net position  63,855,902   45,691,194 

      
Net Position Restricted for Pensions and Health Benefits      

     Beginning of the year  362,679,335   316,988,141 

     End of the year $ 426,535,237  $ 362,679,335 

  
 

  
 

 
 
 
 
 

 
 

 
 

The accompanying notes are an integral part of these financial statements. 
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Notes to Financial Statements 
December 31, 2021 and 2020 

1. The Plan 

The Fairfax County Water Authority Retirement Plan (the Plan) is a single-employer public employee 
defined benefit pension plan sponsored by the Fairfax County Water Authority (Fairfax Water).  All 
retiree benefit payments are the responsibility of the Plan’s management.  Overall responsibility for 
the Plan’s operations is vested in a six-member Benefits Trust Committee.  The Plan provides 
retirement benefits under six different benefit structures, five of which are closed to new entrants 
(Plan A, Plan B, Plan C, Modified Plan D, and Plan E).  Newly hired employees currently earn benefits 
under Plan D.  There are no active employees participating in Plan A as of the year ended December 
31, 2020.  The assets of the Plan are invested with the objective of ensuring that sufficient funds will 
be available for meeting benefit payments.  As the Plan’s asset pool provides collectively for benefit 
payments of all six plans, the Plan is considered a single “pension plan” for purposes of financial 
reporting in accordance with accounting principles generally accepted in the United States of America.  
Participants should refer to the Plan documents for more complete information.  The Plan is not subject 
to the provisions of the Employee Retirement Income Security Act of 1974 (ERISA).  As of the January 
1, 2022 and 2021 actuarial valuations, pension plan membership consisted of the following:  

 

  2022  2021  

Active employees:      
    Plan B   11  17  
    Plan C   93  101  
    Plan D (includes Modified Plan D)   302  294  
    Plan E   21  25  

       Subtotal   427  437  
        

Inactive employees: 
   Retirees and beneficiaries 390  376 

 

   Vested terminated  41  38  
   Disabled   2  2  

      Subtotal 433  416  

     Total number of members 860  853  
     

 

2. Summary of Significant Accounting Policies 

Basis of Accounting – The Plan’s financial statements have been prepared using the economic 
resources measurement focus and the accrual basis of accounting in accordance with accounting 
principles generally accepted in the United States of America as applicable to governmental units. 
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Investments – Short-term investments are reported at cost, which approximates fair value.  
Investments in mutual funds, which are Securities and Exchange Commission 2a-7 investment pools, 
are stated at share price which is substantially the same as fair value.  All other investments are 
reported at fair value which is based on quoted market price.  Interest on investments are recognized 
as earned on an accrual basis and net appreciation for the year is reflected in the Statements of 
Changes in Fiduciary Net Position. 
 
Contributions – Contributions from employees are recorded in the period in which Fairfax Water makes 
payroll deductions from Plan participants as determined by the Plan Document (see Note 5).  Employer 
contributions are paid annually, based on amounts required to fund the Plan in accordance with 
recommendations made by the Plan’s actuary and approved by Fairfax Water. 

Benefits and Refunds – Retirement and health premium benefit deductions and contribution refunds 
are recognized in the period they are incurred. 

Administrative Expenses – Certain administrative functions are performed by officers and employees 
of Fairfax Water.  No such officer or employee receives compensation from the Plan.  Administrative 
expenses, such as actuarial and legal fees, are paid from the Plan. 

Estimates and Assumptions – The preparation of financial statements in conformity with accounting 
principles generally accepted in the United States of America requires management to make estimates 
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statements and the reported amounts of additions and 
deductions during the reporting period.  Actual results could differ from those estimates. 

Accounting Pronouncements – The Plan adheres to all applicable Governmental Accounting Standards 
Board (GASB) pronouncements as GASB is the accepted standard-setting body for establishing 
governmental accounting and financial reporting principles.   

Subsequent Events – The Plan has evaluated and determined there were no subsequent events through 
June 30, 2022, which was the date the financial statements were available to be issued. 

3. Cash and Cash Equivalents 

Cash in bank accounts is insured by the Federal Deposit Insurance Corporation and/or collateralized in 
accordance with the Virginia Security for Public Deposits Act, Section 2.2-4400 et. Seq. of the Code of 
Virginia.  Under the Act, banks holding public deposits in excess of the amounts insured by the Federal 
Deposit Insurance Corporation (FDIC) must pledge collateral to the State Treasury Board.  Savings and 
loan institutions are required to collateralize 100% of deposits in excess of FDIC limits.  Financial 
institutions may choose between two collateralization methodologies and depending upon that choice, 
will pledge collateral that ranges from 50% to 130% of excess deposits.  Accordingly, all deposits are 
considered fully collateralized. 

As of December 31, 2021 and 2020, the carrying value of the Plan’s deposits with banks was $2,197,360 
and $1,853,443 respectively, with a bank balance of $2,313,890 and $1,972,027, respectively. 
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As of December 31, 2021, and 2020, the Plan had no cash equivalent balances in the State Street 
Institutional Treasury Money Market Fund (the Fund).  The Fund is a money market fund that seeks to 
maintain a stable $1.00 per share net asset value (NAV).     
 

4. Investments 

The Plan’s policy authorizes investment in the following securities:  (1) obligations of the United States 
or agencies thereof; (2) corporate debt; (3) mortgage and asset-backed securities; (4) domestic and 
foreign common stock; (5) convertible preferred and debt securities; and (6) repurchase agreements. 
All fixed income, mortgage and asset-backed securities shall be rated “A” or better by a nationally 
recognized rating agency at the time of purchase.  

Interest Rate Risk – Interest rate risk is the risk adversely affecting the fair value of an investment as a 
result of changes in interest rates. The Plan’s policy addresses risk that can be managed, but not 
eliminated, by establishing constraints on the investment portfolio and by properly monitoring the 
investment markets, the Plan’s asset allocation and the investment managers hired by the Plan. The 
following table reflects the fair value and the weighted average maturity (WAM) of the Plan’s fixed 
income portfolio as of December 31, 2021 and 2020.  WAM expresses investment time horizons (i.e., 
the time when investments become due and payable) in years, weighted to reflect the dollar size of 
the individual investments within an investment type.  For purposes of the WAM calculation, the Plan 
assumes that all of its investments will be held to maturity. 
 

 
          

Investment Type 
 2021 

Fair Value 
 WAM 

(Years)  
 2020 

Fair Value 
WAM 

(Years) 
Fixed Income Pooled Funds $  105,201,218  14.5   $ 82,925,574 16.4 

    Total Fixed Income Portfolio $ 105,201,218  14.5   $ 82,925,574 16.4 
         

 
 

Credit Risk – Credit risk is the risk that obligations to the Plan will not be fulfilled by an issuer or other 
counterparty to an investment. The Plan’s policy is to minimize the risk of loss due to the failure of an 
issuer or other counterparty to an investment to fulfill its obligations. The Plan’s trustees and the 
investment consultant pre-qualify investment managers with which they do business.  In addition, the 
Plan limits its investments to the safest types of securities and diversifies its investment portfolio so 
that potential losses will be minimized.  The Plan’s current target asset allocation is as follows: 
 

 
 

Asset Class 
 

Target Allocation 

Domestic equity 30-70% 
International equity  0-10% 
Fixed income (core and high yield) 20-70% 
Real estate 0-10% 
Cash 0-50% 
Other 0-10% 
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Rate of return – For the year ended December 31, 2021, the annual money-weighted rate of return on 
pension plan investments, net of pension plan investment expense, was 18.7%. The money-weighted 
rate of return expresses investment performance, net of investment expense, adjusted for the 
changing amounts actually invested. 
 

The table below reflects the allocation of credit quality ratings by Standard & Poor’s and Moody’s 
Investors Service Rating Services as a percent of the Plan’s total fixed income portfolio.   
 

As of December 31, 2021 and 2020, the Plan’s fixed income investments were rated as follows: 

      Credit 

Investment Type 
 Credit Quality 

(Rating) 
 Rating  

Agency(ies) 
Exposure as a % of 
Total Fixed Income 

Fixed Income Pooled Funds*  AAA/Aaa  S&P/Moody’s 100.0% 
  Total Fixed Income Portfolio    100.0% 
     

           * These investments show the agency’s average credit quality rating for the Plan’s investments         
 

Custodial Credit Risk – Custodial risk is the risk that in the event of the failure of the counterparty, the 
Plan will not be able to recover the value of investments that are in the possession of an outside party. 
However, the Plan’s investment policy requires that all investments purchased by the Plan be properly 
and clearly labeled as an asset of the Plan and held in safekeeping by a third party custodial bank or 
institution in compliance with Section 2.2-4515 of the Code of Virginia. Therefore, Plan management 
believes there is no custodial risk with Plan investments. 
 
Derivative Financial Instruments – The Plan may invest in derivative instruments on a limited basis in 
accordance with the Plan’s policy.  Derivative instruments are financial contracts whose value depends 
on the values of one or more underlying assets, reference rates or financial indexes.  Derivatives 
include futures, forwards and options or swap contracts.  In addition, some traditional securities can 
have derivative-like characteristics.  These include structured notes in which the return may be linked 
to one or more indexes, and asset-backed securities such as collateralized mortgage obligations which 
are sensitive to changes in interest rates and prepayments.  Futures, forwards, options and swaps are 
generally not recorded on the financial statements, whereas structured notes and asset-backed 
investments generally are reported.  In 2021 and 2020, the Plan did not invest in derivative instruments 
that were not reported on the financial statements. 

Regarding on-financial statement instruments with derivative-like characteristics, the Plan invests in 
asset-backed securities such as pass-through participation certificates, which entitle the holder to a 
pro-rata share of all principal and interest payments made on the pool of loan assets.  These securities 
were purchased to increase earnings, provide exposure to portions of the mortgage market or to 
control duration within the portfolio.  The credit risk of these investments results from the 
creditworthiness of the counterparties to the contracts.  There is an additional credit risk related to 
the creditworthiness of the related consumers or mortgages.  The market risk of these securities is 
dependent on changes in interest rates and the level of the underlying prepayments, i.e., when the 
underlying principal and interest are repaid to the mortgagors.  At December 31, 2021 and 2020, the 
Plan held $20,858,771 and $21,704,124 respectively, in asset-backed securities in the fixed income 
pooled funds investment portfolio.  These amounts represent 4.91% and 6.01% of the fair value of Plan 
investments, respectively. 
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Fair Value Measurement – The Plan categorizes its fair value measurements within the fair value 
hierarchy established by generally accepted accounting principles.  The hierarchy is based on the 
valuation inputs used to measure the fair value of the asset.  Level 1 inputs are quoted prices in active 
markets for identical assets; Level 2 inputs are quoted prices for similar assets or liabilities, quoted 
prices in markets that are not active, or other inputs that are observable or can be corroborated by 
observable data for substantially the full term of the assets and liabilities; and Level 3 inputs are 
significant unobservable inputs.  All of the Plan’s investments are Level 2.   

5. Participation and Funding Policy 

All regular full-time employees of Fairfax Water are participants in the Plan as well as Board members 
of Fairfax Water who elected to participate prior to July 1, 2002.  Prior to July 1, 1988, as a condition 
of participation, employees elected to be covered under either Plan A or Plan B.   Employees who 
elected Plan A contributed 4% of their annual creditable compensation up to the Social Security taxable 
wage base, plus 5% of annual creditable compensation in excess of the Social Security taxable wage 
base.  Those who elected Plan B contribute 5% of their annual creditable compensation.  Between July 
1, 1988 and December 31, 1996, all new employees participating in the Plan were required to be 
members of Plan B.  Between January 1, 1997 and December 31, 2006, all newly eligible employees 
were required to be members of Plan C, with contributions also equal to 5% of their annual creditable 
compensation.  Effective January 1, 2007, the Plan was amended and all newly eligible employees are 
covered under Plan D, with no employee contributions.  On January 3, 2014, the Plan was amended 
and all new participants from the Cities of Fairfax and Falls Church are covered under the Modified 
Plan D and Plan E, respectively.  There is no employee contribution for Modified Plan D while 
employees in Plan E contribute 5% of their annual creditable compensation.    

Effective July 1, 1988, each employee who was a member of Plan A was given the option to join            
Plan B.  Each Plan A member who elected to join Plan B was required to pay into the Plan.  The payment 
requirement equaled the member’s difference between the Plan A and Plan B contributions for the 
period January 1, 1982 through June 30, 1988, including interest at 10%.  Such contributions and 
interest were credited to the member’s contribution account.  Most employees elected to deposit the 
additional contributions through payroll deductions for the period July 1, 1988 through               
December 31, 1990. 

Fairfax Water’s funding policy is to make an annual contribution to the Plan in an amount estimated to 
fully fund all employee benefits at the time of their retirement.  The authority is granted by Article 2, 
Section E of the Plan Document, which assigns all of the responsibilities of maintaining the Plan to the 
Fairfax Water Board, including the approval of Plan changes, setting benefit and contribution levels 
under the Plan, and ensuring that the Plan is funded sufficiently to meet its benefit obligations.  Fairfax 
Water’s contribution rate for 2021 and 2020 was 48.0% of covered employees’ compensation. 
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6. Retirement Benefit Payments 

Upon service retirement, a member of the Plan shall receive a monthly basic retirement allowance, 
payable for life, and shall be an amount determined by the Plan.  For Plan A, the amount is 1.9% of the 
average final compensation up to the Social Security breakpoint, plus 2.1% of average final 
compensation exceeding the Social Security breakpoint, multiplied by years of creditable service.  For 
Plan B, the amount is 2.1% of the average final compensation multiplied by the number of years of 
creditable service.  For Plan C, the amount is 2.1% of the average final compensation multiplied by 
years of creditable service not to exceed 25 years, plus 1% of the average final compensation multiplied 
by years of creditable service in excess of 25 years up to a maximum of 10 years. For Plan D, the amount 
is 1.7% of the average final compensation multiplied by years of creditable service not to exceed 25 
years, plus 1% of the average final compensation multiplied by years of creditable service in excess of 
25 years up to a maximum of 10 years.  Modified Plan D members are entitled to the retirement 
allowance that is equal to the greater of the basic benefit for Plan D members or the basic benefit to 
which the member was entitled under the City of Fairfax Retirement Plan.  For Plan E, the amount is 
2% of the average final compensation multiplied by the years of creditable service for those members 
hired prior to January 1, 2012 and 1.8% of average final compensation multiplied by the years of 
creditable service for members hired on or after January 1, 2012. 

In addition to the basic retirement allowance, members of Plan A, B, and C who retire prior to the 
earliest date of eligibility for Social Security benefits shall receive a supplemental benefit of 1% of 
average final compensation up to the Social Security breakpoint multiplied by the number of years of 
creditable service.  Such allowance will cease upon attaining the age of Social Security eligibility, 
whether or not application for such benefits has been made or awarded. 

A member of the Plan under Plan A or Plan B is eligible for normal retirement at the earlier of (a) the 
first of the month following the date upon which the member has attained a combination of age plus 
creditable service that equals eighty years, provided that the member is not less than fifty years of age 
and has completed at least five years of creditable service, or (b) the first of the month following the 
member’s sixty-fifth birthday, provided that the member has completed at least five years of creditable 
service.  Under Plan C, a member is eligible for normal retirement at the earlier of (a) the first of the 
month following the date upon which the member has attained a combination of age plus creditable 
service that equals eighty years and has completed at least five years of creditable service, provided 
that the member is not less than fifty-five years of age, or (b) the first of the month following the 
member’s sixty-fifth birthday, provided that the member has completed at least five years of creditable 
service.  Under Plan D and Modified Plan D, a member is eligible for normal retirement at the earlier 
of (a) the first of the month following the date upon which the member has attained a combination of 
age plus creditable service which equals eighty years, provided said member is not less than sixty years 
of age and has completed at least five years of creditable service, or (b) the first of the month following 
the member’s sixty-fifth birthday, provided that the member has completed at least five years of 
creditable service.  The Plan also permits early retirement at the first of the month following the date 
upon which the member has attained a combination of age plus creditable service that equals seventy-
five years, with at least ten years of creditable service. Under Plan E, a member hired prior to January 
1, 2012 is eligible for normal retirement at the age of 62.  For Plan E members hired after January 1, 
2012, the normal retirement age is the member’s Social Security Normal Retirement Age.  Plan E 
members are eligible for early retirement on the first day of any calendar month after which the 
member has attained either (a) age of fifty-two and completed ten or more years of creditable service, 
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or (b) age fifty and a combination of age and completed years of creditable service that equals at least 
80 (for those hired prior to January 1, 2012) or 90 (for those hired on or after January 1, 2012). 

For a member who elects early retirement, benefit payments will be determined based on the Plan 
elected by the employee and computed in the same manner as stated earlier for normal retirement 
but computed with average final compensation and years of creditable service being determined at 
the actual retirement date, plus the supplemental benefit for members of Plan A, B, and C (if the normal 
retirement date would have been prior to the earliest date of eligibility for Social Security benefits), 
reduced by 0.5% per month for the period that the actual retirement date precedes what would have 
been the normal retirement date.  For Plan E members hired before January 1, 2012, an early 
retirement reduction factor of 0.33% is applied to the basic retirement benefit for each month that 
retirement precedes the earlier of what would have been the normal retirement date or the date on 
which age plus years of creditable service equals eighty years.  For Plan E members hired after      
January 1, 2012, an early retirement reduction factor of 0.63% is applied to the basic retirement benefit 
for each month that retirement precedes the earlier of what would have been the normal retirement 
date or the date on which age plus years of creditable service equals ninety years.  For purposes of 
early retirement, the date that would have been the member’s normal retirement date shall be 
determined assuming no additional creditable service accrues after the member’s termination of 
employment. 

As part of the application for service retirement, a member may elect to receive a decreased basic 
retirement allowance during the member’s lifetime and have such basic retirement allowance, or 
designated fraction thereof, continued after the member’s death to the member’s named beneficiary 
during the remainder of the designated payment period. 

7. Net Pension Liability 

Fairfax Water’s net pension liability was measured as of December 31, 2021. The total pension liability 
was determined from actuarial valuations as of January 1, 2022 and January 1, 2021, respectively. 

The components of the net pension liability of the Plan at December 31, 2021 and 2020 were as follows: 
 

  2021   2020 

Total pension liability $  372,541,298  $  368,443,160 

Plan fiduciary net position  (362,896,180)   (306,899,253) 
Net pension liability $ 9,645,118  $ 61,543,907 

Plan fiduciary net position as a 
 percentage of the total pension liability 

 
97.41% 

  
83.30% 
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Actuarial Methods and Assumptions 

The total pension liability was determined by an actuarial valuation as of January 1, 2022, using the 
following assumptions: 
 

Actuarial cost method Entry age normal 

Amortization method Level percentage of payroll  

Investment rate of return, net of expense 7.00% 

Individual salary increases Varying rates ranging from 10.25% for ages 
less than 25 to 3.75% at ages 60 and over 

Aggregate payroll increases 3.00% 

Cost-of-living adjustments 2.50% for Plans A, B, C, D, and Modified D;  
and 1.25% for Plan E 

Inflation 2.50% 

 
Healthy mortality rates were based on 106% of Pub-2010 General Above-Median Salary Tables for 
Employees and Retirees with generational projection using Scale MP-2019. 
 
The actuarial assumptions used in the January 1, 2022 valuation were based on the recommendations 
made in the actuarial experience study dated October 20, 2020, for the period of January 1, 2015 
through December 31, 2019.  The Benefits Trust Committee is responsible for selecting the 
assumptions used for this valuation. 
 
There have been no assumptions or plan changes since the last valuation. 

 
Long-Term Expected Rate of Return 

The long-term expected rate of return on the pension plan investments was determined using a 
building-block method in which expected future real rates of return (expected returns, net of inflation) 
are developed for each major asset class.  These returns are combined to produce the long-term 
expected rate of return by weighting the expected future real rates of return by the target asset 
allocation percentage, adding expected inflation and subtracting expected investment expenses.  The 
pension plan’s target asset allocation and projected arithmetic real rates of return for each major asset 
class, after deducting inflation, but before investment expenses, used in the derivation of the long-
term expected investment rate of return assumption are summarized in the following table: 
 
 
Asset Class 

Target 
Allocation 

 Long-Term Expected  
Real Rate of Return 

Domestic equity 30-70% 6.72% 
International equity 0-10% 7.12% 
Fixed income (core and high yield) 20-70% 0.72% (core) and 2.92% (high yield) 
Real estate 0-10% 4.22% 
Cash 0-50% 0.22% 
Other 0-10% N/A 
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Discount Rate 

The discount rate used to measure the total pension liability was 7.0% for both December 31, 2021 
and December 31, 2020 measurement dates.  The projection of cash flows used to determine the 
discount rate assumed that plan member contributions will be made at the current contribution rate 
and that employer contributions will be made at rates equal to the actuarially determined contribution 
rates.  Based on those assumptions, the pension plan’s fiduciary net position was projected to be 
available to make all projected future benefit payments for current plan members. Therefore, the long-
term expected rates of return on pension plan investments was applied to all periods of projected 
benefit payments to determine the total pension liability. 
 
Sensitivity of the Net Pension Liability to Changes in the Discount Rate 

The following presents the net pension liability of Fairfax Water as of December 31, 2021, calculated 
using the discount rate of 7.0%, as well as what Fairfax Water’s net pension liability would be if 
calculated using a discount rate that is one percentage point lower (6.0%) or one percentage point 
higher (8.0%) than the current rate: 

 

 

 1% 
Decrease 

(6.0%) 

 Current 
Discount Rate 

(7.0%) 

 1% 
Increase 
(8.0%) 

       Total pension liability $    418,550,606 $    372,541,298 $     334,392,583 
       Plan fiduciary net position   (362,896,180)  (362,896,180)  (362,896,180) 
       Fairfax Water’s net pension liability 
  (asset) 

 
$ 

   
 55,654,426 

 
$ 

 
9,645,118 

 
$ 

   
(28,503,597) 

       
  

 
8. Retiree Health Insurance Benefits 

Fairfax Water administers a single-employer other postemployment benefit (OPEB) plan under the Plan 
for retiree health insurance benefits.  Health insurance includes medical, vision, dental, and 
prescription drug benefits for retirees and their dependents.  All full-time regular employees are 
eligible for health benefits immediately upon commencement of employment.   Each member is part 
of one of six subplans (Plan A, Plan B, Plan C, Plan D, Modified Plan D, and Plan E) for the entirety of 
their employment with Fairfax Water based on when the employee was hired. Newly hired employees 
currently earn benefits under Plan D.  To be eligible for retiree health benefits, an employee must retire 
directly from active employment with an early or normal retirement pension benefit under the Plan 
and must have been enrolled in Fairfax Water’s health insurance program at the time of retirement. 
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Plan Membership 

As of the January 1, 2022 actuarial valuation, OPEB plan membership consisted of the following:  

 2022  

Retired members or beneficiaries currently receiving benefits  321  
Active members  429  

Total number of members  750  
    

 

Participation and Funding Policy 

Retirees or their surviving spouses are eligible for partial payment of certain health insurance premium 
costs. Fairfax Water advance funds the health insurance benefit on an actuarially determined basis 
through the Plan.  The monthly premium payment for members of Plan A, B, C, D, and Modified Plan 
D is equal to 3% times years of creditable service under the Plan, up to a maximum of 75%, times the 
designated premium.  Plan D and Modified Plan D members are not eligible for this benefit until the 
age of fifty-five and the Plan’s share of the premium cost is reduced by 0.25% for each month that the 
member’s retirement date precedes age sixty. For Plan E, members hired prior to April 1, 2008, the 
monthly premium payment is 50% of the designated premium. For Plan E members hired on or after 
April 1, 2008, the monthly premium payment is 2% times years of creditable service, up to 25 years, 
times the designated premium.   The payment is subject to a maximum cap of 116% of the designated 
premium as of January 1, 1992, increased by 4% for each completed year after that date. The Plan 
incurred and paid $3,220,738 and $3,301,733 of health insurance benefits in 2021 and 2020, 
respectively.   
 

9. Net OPEB Liability 

Fairfax Water’s net OPEB liability was measured as of December 31, 2021. The total OPEB liability was 
determined from actuarial valuations as of January 1, 2022 and January 1, 2021, respectively. 

 
The components of the net OPEB liability of the Plan at December 31, 2021 and 2020 were as follows: 

 
  2021   2020 

Total OPEB liability $ 65,325,895  $ 66,948,089 

Plan fiduciary net position  (63,639,057)   (55,780,082) 
Net OPEB liability $    1,686,838  $    11,168,007 

Plan fiduciary net position as a 
 percentage of the total OPEB liability 

 
97.42% 

  
83.32% 
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Actuarial Methods and Assumptions 

The total OPEB liability was determined by an actuarial valuation as of January 1, 2022, using the 
following assumptions: 

Actuarial cost method Entry age normal 

Amortization method  Level percentage of payroll 

Investment rate of return, net of expense 7.00% 

Individual salary increases Varying rates ranging from 10.25% for ages 
less than 25 to 3.75% at ages 60 and over 

Aggregate payroll increases 3.00% 

Cost-of-living adjustments 2.50% for Plans A, B, C, D, and Modified D;  
and 1.25% for Plan E 

Inflation 2.50% 

Retiree healthcare trend rates:  

     Medical and vision (under 65)  6.00% graded to 4.50% over 6 years 

     Medical and vision (over 65) 4.75% graded to 4.50% over 1 year 

     Prescription drug 7.50% graded to 4.50% over 12 years 

     Dental 3.25% 

Administrative expenses 2.50% 

Healthy mortality rates were based on 106% of Pub-2010 General Above-Median Salary Tables for 
Employees and Retirees with generational projection using Scale MP-2019. 

The actuarial assumptions used in the January 1, 2022 valuation were based on the results of an 
actuarial experience study dated October 20, 2020, for the period of January 1, 2015 through 
December 31, 2019 performed by the actuary and adopted by the Benefits Trust Committee.  

The following assumptions were changed since the last valuation dated January 1, 2021: 

 The assumed per-capita medical, prescription drug, dental, and vision costs were updated to 
reflect more recent experience. 

There were no changes in plan provisions since the prior valuation. 
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Long-Term Expected Rate of Return 

The long-term expected rate of return on the OPEB plan investments was determined using a building-
block method in which best estimate ranges of expected future rates of return (expected returns, net 
of investment expense and inflation) are developed for each major asset class.  These returns are 
combined to produce the long-term expected rate of return by weighting the expected future real rates 
of return by the target asset allocation percentage and by adding expected inflation and subtracting 
expected investment expenses.  The target allocation and projected arithmetic real rates of return for 
each major asset class, after deducting inflation, but before investment expenses, used in the 
derivation of the long-term expected investment rate of return assumption are summarized in the 
following table.   

 
 
Asset Class 

Target 
Allocation 

Long-Term Expected 
Real Rate of Return 

Domestic equity 30-70% 6.72% 
International equity 0-10% 7.12% 
Fixed income (core and high yield) 20-70% 0.72% (core) and 2.92% (high yield) 
Real estate 0-10% 4.22% 
Cash 0-50% 0.22% 
Other 0-10% N/A 

 

Discount Rate 

The discount rate used to measure the total OPEB liability was 7.0% as of December 31, 2021 and 
December 31, 2020.  The projection of cash flows used to determine the discount rate assumed that 
Fairfax Water contributions will be made at rates equal to the actuarially determined contribution 
rates.  Based on those assumptions, the OPEB plan’s fiduciary net position was projected to be available 
to make all projected future benefit payments for current plan members.  Therefore, the long-term 
expected rates of return on OPEB plan investments was applied to all periods of projected benefit 
payments to determine the total OPEB liability.    

 
Sensitivity of the Net OPEB Liability to Changes in the Discount Rate 

The following presents the net OPEB liability of Fairfax Water as of December 31, 2021, calculated using 
the discount rate of 7.0%, as well as what Fairfax Water’s net OPEB liability would be if calculated using 
a discount rate that is one percentage point lower (6.0%) or one percentage point higher (8.0%) than 
the current rate: 

 

 1% 
Decrease 

(6.0%) 

 Current 
Discount Rate 

(7.0%) 

 1% 
Increase 
(8.0%) 

       Total OPEB liability $    73,608,523 $ 65,325,895   $     58,497,445 
       Plan fiduciary net position  (63,639,057)  (63,639,057)  (63,639,057) 
       Fairfax Water’s net OPEB liability 
  (asset) 

 
$ 

   
9,969,466 

 
$ 

 
1,686,838 

 
$ 

    
(5,141,612) 
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Sensitivity of the Net OPEB Liability to Changes in the Trend Rate 

The following presents the net OPEB liability of Fairfax Water as of December 31, 2021, calculated using 
current healthcare cost trend rates, as well as what Fairfax Water’s net OPEB liability would be if 
calculated using healthcare cost trend rates that are one percentage point lower or one percentage 
point higher than the current rates: 

 

 
1% 

Decrease 

 Current 
Healthcare 
Trend Rates  

 
1% 

Increase 
       Total OPEB liability $ 57,859,018 $ 65,325,895 $     73,827,706 
       Plan fiduciary net position  (63,639,057)  (63,639,057)  (63,639,057) 
       Fairfax Water’s net OPEB liability 
  (asset) 

 
$ 

 
(5,780,039) 

 
$ 

   
1,686,838 

 
$ 

 
10,188,649 

       
 
 
10. Tax Status  

 
The United States Treasury Department advised Fairfax Water on July 19, 2016, that the Plan 
constitutes a qualified trust under Section 401(b)(3) of the income tax regulations and, therefore, is 
exempt from federal income taxes under provisions of Section 501(a) of the Internal Revenue Code.  
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Schedule of Changes in the Net Pension Liability and Related Ratios 
 

Information presented is based on the actuarial information for the plan year ended: 

 
 

 

 

 

 

 

 

 

Notes: 

This schedule is intended to show information for ten years.  However, until a full ten-year trend is compiled, Fairfax Water will present information for those years which 
information is available.  
 
Covered payroll figures have been determined by dividing actual employer contributions by the actuarially determined rate or 48%, whichever is greater, given Fairfax Water’s 
funding practice.    
 

 
Reporting as of December 31,   

 
2021 

 
  

 
2020 

 
  

 
2019 

 
  

 
2018 

 
  

 
2017 

 

Total pension liability                       
  Service cost $  6,505,362  $ 5,958,954  $ 6,090,585  $       6,153,215  $ 6,176,821  
  Interest        25,527,937   25,624,841   25,005,210       24,213,281   23,501,922  
  Differences between expected and actual experience      (7,407,743)         796,966      (3,659,028)       (1,971,866)      (3,448,611)  
  Changes of assumptions  -    10,201,473   -   -   -  
  Benefit payments, including refunds of member 
contributions 

 
   (20,527,418)    (19,689,323)  

 
    (18,397,472)  

 
  (17,148,409)  

 
  (16,295,082)  

     Net change in total pension liability        4,098,138   22,892,911      9,039,295   11,246,221      9,935,050  

Total pension liability – beginning     368,443,160   345,550,249      336,510,954      325,264,733   315,329,683     

Total pension liability – ending (a) $ 372,541,298  $ 368,443,160  $ 345,550,249  $ 336,510,954  $ 325,264,733  

                      
Plan fiduciary net position                
  Contributions – employer  $ 15,693,346  $ 16,005,478  $ 14,853,657  $ 14,661,995  $ 14,500,637  
  Contributions – employee    748,007     840,998   892,871   978,931   1,023,739  
  Net investment income (loss)      60,200,960     43,086,740      56,009,300   (11,293,013)   32,630,497  
  Benefit payments, including refunds of member 
contributions 

 
   (20,527,418)    (19,689,323)  

 
    (18,397,472)  

    
(17,148,409)  

 
  (16,295,082)  

  Administrative expense          (117,968)        (121,859)            (86,916)         (107,085)         (109,368)  
     Net change in plan fiduciary net position      55,996,927     40,122,034     53,271,440   (12,907,581)      31,750,423  

Plan fiduciary net position – beginning     306,899,253   266,777,219     213,505,779   226,413,360   194,662,937  

Plan fiduciary net position – ending (b) $ 362,896,180  $ 306,899,253  $  266,777,219  $ 213,505,779  $ 226,413,360  

Fairfax Water’s net pension liability – ending (a) – (b) $  9,645,118  $  61,543,907  $  78,773,030  $ 123,005,175  $ 98,851,373  

                      
Plan fiduciary net position as a percentage of the total 
pension liability 

 97.41% 
 

 83.30% 
  77.20% 

  63.45% 
  69.61% 

 

Covered payroll  $ 40,634,442  $ 41,514,873  $ 38,827,000  $ 38,533,900  $ 37,236,115  

Net pension liability as a percentage of covered payroll  23.74%   148.25%  
 202.88%  

 319.21%  
 265.47%  
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Schedule of Changes in the Net Pension Liability and Related Ratios (continued) 
 

Information presented is based on the actuarial information for the plan year ended: 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  
  2016   2015   2014 

 
 2013 

 

Total pension liability              
  Service cost $   6,290,917   $    6,138,436   $          6,154,281   $  5,924,302   
  Interest    23,037,301     22,410,595           20,645,855    19,501,417   
  Differences between expected and actual experience            (7,094,162)            (5,057,514)         11,343,166        3,140,137   
  Changes of assumptions                    -   54,126   -         -  
Benefit payments, including refunds of member          
contributions 

 
        (15,554,940)           (15,129,156)           (14,066,004)        (12,776,355)  

     Net change in total pension liability  6,679,116       8,416,487           24,077,298      15,789,501   

Total pension liability – beginning   308,650,567   300,234,080         276,156,782    260,367,281   

Total pension liability – ending (a) $ 315,329,683  $ 308,650,567  $       300,234,080   $ 276,156,782   

                
Plan fiduciary net position             
  Contributions – employer  $ 14,140,723   $ 14,362,903   $          14,197,131   $ 12,784,823   
  Contributions – employee    1,076,246   1,128,898               1,192,841     1,148,647   
  Net investment income (loss)            10,955,546         (1,694,011)             9,411,421    31,895,805   

  Benefit payments, including refunds of member contributions  
        (15,554,940)          (15,129,156)          (14,066,004)   (12,776,355)  

  Administrative expense               (125,641)            (152,439)               (108,171)                         (211,425)             
     Net change in plan fiduciary net position          10,491,934         (1,483,805)            10,627,218    32,841,495   

Plan fiduciary net position – beginning    184,171,003   185,654,808            175,027,590    142,186,095   

Plan fiduciary net position – ending (b) $ 194,662,937  $ 184,171,003   $         185,654,808   $ 175,027,590   

Fairfax Water’s net pension liability – ending (a) – (b) $ 120,666,746  $ 124,479,564   $         114,579,272   $ 101,129,192   

                
Plan fiduciary net position as a percentage of the total pension 
liability 

 61.73% 
  

59.67% 
 

 61.84% 
 

 63.38% 
 

Covered payroll  $ 36,387,442  $ 36,374,344   $  35,701,952  $  32,066,918   

Net pension liability as a percentage of covered payroll  331.62%   342.22%   320.93%   315.37%  
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Schedule of Fairfax Water Contributions – Pension Plan 
 (in thousands) 

 

Year 
 Ended 

December 31 

Actuarially 
Determined 
Contribution 

Contribution in 
Relation to the 

Actuarially 
Determined 
Contribution 

Contribution 
Deficiency 

(Excess) 
Covered 
Payroll 

Contributions 
as a Percentage 

of Covered 
Payroll 

2013 $     12,785 $      12,785 $          - $   32,067 39.9% 

2014 12,925 14,197 (1,272) 35,702 39.8% 

2015 12,657 14,363 (1,706) 36,374 39.5% 

2016 13,065 14,141 (1,075) 36,387 38.9% 

2017 13,295 14,501 (1,205) 37,236 38.9% 

2018 13,196 14,662 (1,466) 38,534 38.1% 

2019 12,582 14,854 (2,271) 38,827 38.3% 

2020 13,598 16,005 (2,407) 41,515 38.6% 

2021 12,359 15,693 (3,335) 40,634 38.6% 

Notes: 

This schedule is intended to show information for ten years.  However, until a full ten-year trend is compiled, 
Fairfax Water will present information for those years which information is available.     
 
Covered payroll figures have been determined by dividing actual employer contributions by the actuarially 
determined rate or 48%, whichever is greater, given Fairfax Water’s funding practice.    
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Schedule of Investment Returns – Pension and OPEB Plans 
Last Ten Fiscal Years Available 

 

Year 
 Ended 

 December 31 
Market  
Value 

Actuarial  
Value 

2012  10.2%         6.7% 

2013    19.8%       11.0% 

2014      6.8%         9.5% 

2015    (1.3%)         5.8% 

2016    6.2%         6.0% 

2017  15.9%         9.1% 

2018      (6.0%)         3.9% 

2019  25.5%       10.6% 

2020    15.2%       15.2% 

2021    18.7%       11.3% 
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Schedule of Changes in the Net OPEB Liability and Related Ratios 
 
Information presented is based on the actuarial information for the plan year ended: 

Notes: 

This schedule is intended to show information for ten years.  However, until a full ten-year trend is compiled, Fairfax Water will present information for those years which 
information is available.    
  
Covered payroll figures have been determined by dividing actual employer contributions by the actuarially determined rate or 48%, whichever is greater, given Fairfax Water’s 
funding practice.  

Reporting as of December 31, 
 

2021 
   

2020 
   

2019 
   

2018 
  

 2017 
 

Total OPEB liability                
  Service cost $    1,803,996  $ 1,594,950  $     1,642,714  $     1,678,160  $    1,856,476  
  Interest      4,699,920       4,873,938       4,853,237       4,902,701      4,794,979  
  Changes of benefit terms                 -                              -            (202,453)                       -         (270,209)  
  Differences between expected and actual experience      (641,032)      (1,173,340)         (581,386)         (716,904)            22,661  
  Changes of assumptions   (4,264,340)            (87,482)      (2,108,218)   (3,313,079)     (3,647,763)  
  Benefit payments, including refunds of member 
contributions  

  
(3,220,738)   

    
(3,301,733)   

  
(3,258,507)   

    
(3,091,378)      (2,904,683) 

 

     Net change in total OPEB liability   (1,622,194)       1,906,333          345,387         (540,500)         (148,539)  

Total OPEB liability – beginning    66,948,089     65,041,756     64,696,369    65,236,869    65,385,408  

Total OPEB liability – ending (a) $  65,325,895  $   66,948,089  $  65,041,756  $  64,696,369  $  65,236,869  

                
Plan fiduciary net position                
  Contributions – employer  $  3,811,186  $    3,921,661  $     3,783,303  $     3,834,277  $    3,372,698  
  Net investment income (loss)   7,301,240      4,981,840       8,647,825      (5,075,979)      4,622,120  
  Benefit payments, including refunds of member 
contributions  (3,220,738) 

 
 

    
(3,301,733)   

       
(3,258,507)     (3,091,378)   

  
(2,904,683) 

 

  Administrative expense  (32,713)           (32,608)           (23,440)         (29,207)           (30,578)  
     Net change in plan fiduciary net position    7,858,975      5,569,160       9,149,181      (4,362,287)      5,059,557  

Plan fiduciary net position – beginning    55,780,082    50,210,922    41,061,741    45,424,028    40,364,471  

Plan fiduciary net position – ending (b) $  63,639,057  $  55,780,082  $  50,210,922  $  41,061,741  $  45,424,028  

Fairfax Water’s net OPEB liability – ending (a) – (b) $    1,686,838  $  11,168,007  $  14,830,834  $  23,634,628  $  19,812,841  

                
Plan fiduciary net position as a percentage of the 
OPEB liability  

       97.42%           83.32%         77.20%         63.47%        69.63% 
 

Covered payroll  $  40,634,442  $  41,514,873  $  38,827,000  $   38,533,900  $  37,236,115  

Net OPEB liability as a percentage of covered payroll           4.15%            26.90%           38.20%            61.33%           53.21%  
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Schedule of Fairfax Water Contributions – Health Benefits 
 (in thousands) 

 

Year 
 Ended 

December 31 

Actuarially 
Determined 
Contribution 

Contribution in 
Relation to the 

Actuarially 
Determined 
Contribution 

Contribution 
Deficiency 

(Excess) 
Covered 
Payroll 

Contributions 
as a Percentage 

of Covered 
Payroll 

2017 $     3,092 $     3,373 $      (280) $     37,236 9.1% 

2018        3,451        3,834         (383)        38,534 10.0% 

2019        3,205        3,783         (579)        38,827 9.7% 

2020        3,332        3,922         (590)        41,515 9.5% 

2021        3,001        3,811         (810)        40,634 9.4% 

Notes: 

This schedule is intended to show information for ten years.  However, until a full ten-year trend is compiled, 
Fairfax Water will present information for those years which information is available.     
 
Covered payroll figures have been determined by dividing actual employer contributions by the actuarially 
determined rate or 48%, whichever is greater, given Fairfax Water’s funding practice.   
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The total pension liability and total OPEB liability was measured by an actuarial valuation as of January 1, 2022 
using the following actuarial assumptions:  

Pension Plan:  

Actuarial cost method Entry age normal 

Amortization method Level percentage of payroll 

Investment rate of return, net of expense 7.00% 

Individual salary increases   Varying rates ranging from 10.25% for ages 
less than 25 to 3.75% at ages 60 and over 

Aggregate payroll increases 3.00% 

Cost-of-living adjustments 2.50% for Plans A, B, C, D, and Modified D;  
and 1.25% for Plan E 

Inflation 2.50% 

  
OPEB Plan:  

Actuarial cost method Entry age normal 

Amortization method Level percentage of payroll 

Investment rate of return, net of expense 7.00% 

Individual salary increases   Varying rates ranging from 10.25% for ages 
less than 25 to 3.75% at ages 60 and over 

Aggregate payroll increases 3.00% 

Cost-of-living adjustments 2.50% for Plans A, B, C, D, and Modified D;  
and 1.25% for Plan E 

Inflation 2.50% 

Retiree healthcare rates:  

     Medical and vision (under 65) 6.00% graded to 4.50% over 6 years 

     Medical and vision (over 65) 4.75% graded to 4.50% over 1 year 

     Prescription drug 7.50% graded to 4.50% over 12 years 

     Dental 3.25% 

Administrative expenses 2.50% 

 
Healthy mortality rates were based on 106% of Pub-2010 General Above-Median Salary Tables for Employees 
and Retirees with generational projection using Scale MP-2019. 
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The actuarial assumptions used in the January 1, 2022 valuation were based on the results of an actuarial 
experience study dated October 20, 2020, for the period of January 1, 2015 through December 31, 2019 
performed by the actuary and adopted by the Benefits Trust Committee. 
 
The rate of employer contributions to the Plan is composed of the normal cost and the amortization of the 
unfunded actuarial accrued liability.  The normal cost is a level percent of payroll which, along with the 
member contributions, will pay for projected benefits at retirement.  The actuarial accrued liability is that 
portion of the present value of projected benefits that will not be paid by future employer normal costs or 
member contributions.  The difference between this liability and the funds accumulated as of the same date 
is the unfunded actuarial accrued liability. 

The actuarially determined contribution rate for the year ended December 31, 2021 was 37.80%, based on an 
actuarial valuation dated January 1, 2020, a decrease of 2.98% from the 2020 rate of 40.78%.  The decrease 
is primarily due to a net investment gain, changes to OPEB assumptions, and other demographic gains.   

The actuarial assumptions and methods used to establish the actuarially determined contribution rate for the 
combined pension and OPEB benefits applicable to year ending December 31, 2021 are summarized below:   

Valuation date January 1, 2020 

Actuarial cost method Entry age normal 

Amortization method Level percentage of payroll 

Investment rate of return, net of expense 7.50% 

Projected salary increases:  

   Under the age of 45 8.00% 

   Age 45 and over 5.00% 

Aggregate payroll increases 4.00% 

Cost-of-living adjustments 3.00% for Plans A, B, C, D, and Modified D;  
and 1.375% for Plan E 

Inflation 3.00% 

 

Healthy mortality rates were based on the RP-2000 Combined Healthy Morality Table for males and females, 
with adjustments for mortality improvements based on Scale AA.  

 




