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Our Mission Statement

It is the mission of the San Bernardino County Employees' Retirement Association (SBCERA)
to provide the members and their beneficiaries with those retirement and related benefits
and services which they have earned and which are commensurate with their years of
service and compensation. It is the responsibility of those charged with administration of
SBCERA to:

 Effectively collect contributions to fund liabilities incurred;

* Diversify the investments of the system so as to minimize the risk of loss and to
maximize the rate of return;

« Administer the benefits impartially, fairly, and in accordance with the applicable law;

¢ Deliver service to the membership in an accurate, courteous, prompt, professional, and
cost-efficient manner;

» Appropriately set employer and member contributions in accordance with responsible
funding practices; and

 Strategically plan for the future.
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Letter of Transmittal

November 4, 2025

Board of Retirement

San Bernardino County Employees’ Retirement Association
348 West Hospitality Lane, Suite 100

San Bernardino, CA 92408

Dear Board Members and Plan Participants,

We are pleased to present the San Bernardino County Employees’ Retirement Association (SBCERA) Annual
Comprehensive Financial Report (ACFR) for the fiscal years ended June 30, 2025, and 2024. This report is
created annually to provide a detailed overview of the SBCERA Plan (the Plan) and SBCERA’s financial,
actuarial, and investment-related activities for the year.

Established effective January 1, 1945, under the County Employees Retirement Law of 1937 following a vote by
the people of San Bernardino County on May 16, 1944, SBCERA administers service retirement, disability
retirement, death, and survivor benefits for over 50,000 members across 17 different active employers. A list of
participating employers, as of June 30, 2025, can be found on page 36. SBCERA is an independent government
entity, separate from San Bernardino County.

Providing you with retirement security is central to our mission at SBCERA. One of the ways we'’re able to
provide that security is through long-term and opportunistic investing. This past year, our investment strategy
was well-prepared to find opportunities during an improving economic climate. For the 12-month period that
ended June 30, 2025, investments provided a rate of return of 8.7% (Returns are “net of fees,” which means
that we have already subtracted all costs associated with the investment—like management or transaction
expenses.)

The investment return outpaced the plan’s actuarial assumed rate of return and stands in contrast from recent
fiscal years, where market conditions were influenced by a variety of economic and geopolitical challenges.

Total fund annualized returns for the five-year period ending June 30, 2025, stood at 10.7% versus our funding
policy expectation of 7.25%. SBCERA has a long-term investment strategy, focused on income, and we've built
an investment portfolio designed to generate positive returns over decades—rather than weeks or months.

Our Investment Team continues to demonstrate discipline and foresight. With guidance from our Board,
they've remained proactive in capitalizing on market opportunities while staying true to our long-term
objectives.

While our fund is not immune to short-term volatility and extreme market fluctuations, our dependable and
versatile strategy helps SBCERA provide retirement security to our members now and well into the future. We
will continue to find appropriate opportunities to achieve our investment return goals—no matter what the
economic climate brings.

The information contained in this ACFR is designed to provide a complete and accurate review of the year’s
operations. SBCERA’'s management assumes full responsibility for the completeness and reliability of the
information contained in this report, based on a comprehensive framework of internal controls that have been
established for this purpose.

10 SBCERA Annual Comprehensive Financial Report 2025



Letter of Transmittal

(Continued)

We encourage you to review Management'’s Discussion and Analysis beginning on page 27, which provides a
narrative introduction, overview, and analysis of our financial operations for the years ended June 30, 2025,
and June 30, 2024. As you read the 2025 ACFR, we trust you, the members, and participating employers of
SBCERA, will appreciate the detailed work of staff in developing the report and find the content helpful in
understanding SBCERA's defined benefit plan.

Financial Information

Management of SBCERA is responsible for establishing and maintaining an internal control structure designed
to ensure SBCERA’s assets are protected from loss, theft, or misuse. Responsibility for the accuracy,
completeness, fair presentation of information, and all disclosures rests with SBCERA’s Management. Brown
Armstrong, a firm of licensed certified public accountants, provides financial statement independent audit
services to SBCERA. The financial statement audit provides reasonable assurance that SBCERA's Basic
Financial Statements are presented in conformity with accounting principles generally accepted in the United
States (GAAP) and are free from material misstatements.

The Independent Auditor's Report is presented as the first component of the financial section of this report.
Included are all disclosures management believes necessary to enhance your understanding of the financial
condition of the Plan.

SBCERA recognizes even sound internal controls have inherent limitations. SBCERA's internal controls are
designed to provide reasonable, but not absolute, assurance that SBCERA's operating policies and procedures
are sufficient to safeguard SBCERA's assets. The concept of reasonable assurance recognizes that the cost of
a control should not exceed the benefits likely to be derived and that the valuation of costs and benefits
requires estimates and judgments by management.

This report has been prepared in accordance with GAAP as promulgated by the Government Accounting
Standards Board.

Actuarial Funding Status

SBCERA contracts with an independent actuarial firm, Segal Consulting (Segal), to conduct annual actuarial
valuations, which are presented to the Board each year. On a triennial basis, the actuarial firm also conducts an
experience study and makes recommendations to the Board on all economic and non-economic assumptions.
The most recent experience study was approved by the SBCERA Board in June 2023. Segal completes an
annual actuarial valuation, which is presented annually to the Board, along with the recommended contribution
rates for both employers and employees.

The funding objective of SBCERA is to maintain a well-funded plan by setting a strategic allocation that has a
high probability of achieving the returns necessary to meet the expected liabilities with the lowest level of
expected risk. Generally, employer contributions are relatively stable, on a percentage basis, based on Plan
member payroll. However, on a five-year smoothed basis, if actual fund returns are below the actuarial hurdle
rate of 7.25%, the employer will make up the shortfall on a 20-year amortized basis. The actuarial accrued
liability of the SBCERA Plan on June 30, 2025, and June 30, 2024, amounts to $18.3 billion and $17.4 billion,
respectively. The actuarial value of assets stood at $16.2 billion on June 30, 2025. The funding ratio, on an
actuarial basis, increased to 88.8% on June 30, 2025, from 87.3% for the previous fiscal year.

Introductory 11



Letter of Transmittal

(Continued)

This ratio compares the assets of the Plan to the liabilities of the Plan. High ratios indicate a well-funded plan
with assets sufficient to pay most future benefits. Lower ratios may indicate recent change in benefit
structures, funding of a plan below actuarial requirements, poor asset performance, or a variety of other
changes. For a more in-depth review of the funding of the Plan, see the Actuarial Section of this report (page
101).

Investments

The Board maintains sole and exclusive control of all investments of the Plan, and is responsible for the
establishment of investment objectives, strategies, and policies. The Board is authorized to invest in any form
or type of investment deemed prudent in the informed opinion of the Board. Members of the Board serve in a
fiduciary capacity and must discharge their duties with respect to the interests of the Plan members, their
beneficiaries, and the Plan.

External, professional investment management firms manage SBCERA’s assets. The investment staff closely
monitors the activity of these managers and assists the Board with the implementation of investment policies
and long-term investment strategies. SBCERA's Investment Plan, Policy and Guidelines establish the
investment program goals, asset allocation, policies, performance objectives, investment management
policies, and risk controls.

For the year ended June 30, 2025, investments provided a rate of return (net of fees) of 8.7%. Total fund
annualized returns for the 5-year period ending June 30, 2024, stood at 10.7% versus our policy benchmark at
7.0%. (These returns are “net of fees,” which means that we've already subtracted all costs associated with the
investment—like management or transaction expenses.)

On a fair value basis, the total pension Plan net position available for benefits stood at $16.4 billion. Details of
the components of this increase are included in the Statement of Changes in Fiduciary Net Position on page 35
of this report.

Professional Services

Professional consultants are appointed by the Board to perform professional services that are essential to the
effective and efficient operation of the Plan. An opinion from SBCERA’s certified public accountant, a
certification from the Plan’s independent actuary, and a report on investment activity from the Plan’s
investment consultant are all included in this report. The consultants appointed by the Board are listed on page
21 of this report.

Major Initiatives

In June 2025, our Board adopted a new Triennial Strategic Plan for fiscal years 2026, 2027, and 2028, centered
on five co-equal strategic pillars:

+ Operational Excellence and Efficiency
+  Superior Service Experience

* Quality Employer and Workplace

« Prudent Fiscal Management

+ Effective Communications
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Maijor Initiatives

Each pillar is supported by strategic priorities—actionable programs and projects designed to bring our vision
to life. These priorities informed the development of the Budget for FY 2024-25. The Triennial Strategic Plan
reinforces SBCERA's foundational values and mission statement. Our values include:

Integrity
We will be honest, ethical, respectful, and trustworthy in all aspects in serving our members, employees, and
our community.

Accountability & Transparency
We will ensure that the decisions we make and how we conduct business is clearly communicated and
understood. We will be accountable for our conduct in all aspects of our service.

Commitment
We will approach our work enthusiastically.

Effectiveness
We will be results-oriented in a cost-effective manner, capitalizing on our strengths and weaknesses.

Professional Excellence
We will be skilled, confident, and capable.

Collaboration
We will work together as a team and with key stakeholders.

The Strategic Plan is available at www.SBCERA.org/Strategic-Plan.

Operational Excellence and Efficiency

Priorities in this area include a significant effort to modernize workflows and measurably improve service
times to our membership. The latter effort is paired with another priority to document procedures across all
areas of SBCERA to improve consistency, mitigate risk, reduce training costs, and improve internal controls.

Superior Service Experience

Notable priorities in this area include identifying key performance metrics and using them to drive greater
accountability to our members and plan sponsors. On a biennial basis, we partner with an independent
research firm to conduct a member engagement survey. Our last survey was conducted at the beginning of
2024, where we received important feedback from our members that we are prepared to turn into action.
Honest responses have helped tell us what we're doing well, and what our members think we can improve on.

Among the key takeaways from the 2024 survey: More members trust SBCERA to administer their retirement
benefits, approve of the job we're doing, are confident their benefits are safe, and are satisfied with their most
recent contact with us. Additionally, there are more members using mySBCERA than ever before. Most
members say our website is easy to navigate, is user-friendly, and because of your feedback, more members
are reading our communications. In response to introducing several new online self-service options in
mySBCERA, most members found their experience using them to be easy.

We will be conducting our next member engagement survey in early 2026. The purpose of this periodic survey
is simple: We want to provide the best customer service to all our members.
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The responses tell us what we're doing well and where we can improve. Keep an eye out for this survey and
thank you in advance for letting us know how we're doing.

Quality Employer and Workplace

SBCERA is committed to being the workplace of choice in our area, and through our adopted Shared Values
and Mission Statement, SBCERA seeks to have a happy, engaged workforce who are empowered to serve our
members and our community. This includes providing a safe and healthy workplace, and it also includes
developing and delivering training on technical and personal growth areas. SBCERA provides promotional
growth opportunities within our organization and continues to strengthen its culture through thoughtful
employee-focused initiatives.

Prudent Fiscal Management

SBCERA is actively working on Employer reporting improvement changes as part of the pension administration
system refresh project and these changes have been added as a companion business process improvement
initiative.

Effective Communications

Our Strategic Communications Plan for years 2023-25 captures a new set of actionable projects and initiatives
to improve member education and stakeholder communications. As part of this plan, we've built a robust video
library of quick tip videos designed to provide our members with the information they need so they can feel
confident in their future retirement decisions. Driven by frequently asked questions and direct feedback from
our members, these topics are among the most popular.

Earlier this year, we launched our “We Are SBCERA" video series, featuring stories about the people who define
SBCERA. Through this series we share an inside look into the people who provide the important public services
that communities depend on, while learning about how SBCERA provides the foundation for a secure
retirement. These stories are full of personal experiences, purpose, the impact of service, and so much more.
Learn more: www.SBCERA.org/We-Are-SBCERA.

About our Strategic Communications Plan: Our Strategic Communications Plan is designed to support the
mission, values, and pillars outline in our Triennial Strategic Plan. Its purpose is the identify opportunities where
we can effectively enhance trust, credibility, and transparency for our members and stakeholders.

Awards

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate
of Achievement for Excellence in Financial Reporting to SBCERA for its Annual Report for the year ended
June 30, 2024. This is the 28" consecutive year that SBCERA has achieved this prestigious award. In order to
be awarded a Certificate of Achievement, a government must publish an easily reasonable and efficiently
organized annual comprehensive financial report. This report must satisfy both generally accepted accounting
principles and applicable legal requirements. A Certificate of Achievement is valid for a period of one year only.
We believe that our current Annual Report continues to meet the Certificate of Achievement Program’s
requirements and we are submitting it to the GFOA to determine its eligibility for another certificate. SBCERA
also received an Award for Outstanding Achievement in Popular Annual Financial Reporting from the GFOA for
its Popular Annual Financial Report (PAFR) for the year ended June 30, 2024, which is a short summary version
of the ACFR.
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The Public Pension Coordinating Council (PPCC) awarded a Public Pension Standards Award for Funding and
Administration to SBCERA for the year ended June 30, 2025. This is the tenth consecutive year that SBCERA
has applied for and received this prestigious award. In order to be awarded a Public Pension Standards Award,
a public pension program must meet professional standards for plan design, administration, and funding, as
set forth in the Public Pension Standards. The PPCC (a coalition of three national associations that represent
public retirement systems and administrators) established the Public Pension Standards to reflect minimum
expectations for public retirement system management and administration, as well as serve as a benchmark
by which all defined benefit public plans should be measured.

SBCERA’'s Communications Team received top statewide recognition from California Association of Public
Information Officials (CAPIO) for our We Are SBCERA video series. This series is more than a project. Focusing
on the heart of our organization, this campaign features the people who define SBCERA.

SBCERA Chief Investment Officer, Donald Pierce, made the Chief Investment Officer Magazine’'s 2025 Power
100 list of top investment officers once again and will be receiving Markets Group’s Strategy Award this spring,
which recognizes a Chief Investment Officer who is applying a strategy that is working in the current economy
or one that has proven successful in the past several years.

Acknowledgments

We express our sincere appreciation to the Board for bestowing their confidence in us. SBCERA has a rich
history and is one of the strongest public plans in California. We are proud to administer such a successful
Plan and realize the importance of efficiently managing our resources and responsibly funding the Plan over
time. The successful and timely completion of this Annual Report would not be possible without the teamwork
of SBCERA's incredible staff and professional providers, along with the support and leadership of the Board,
and our esteemed Board Chair, Marc Bracco. To our Plan Sponsors and members, thank you for placing your
trust in SBCERA. We are fully aware of our duty to you, and we will strive for continual improvement in our
service and transparent communication.

Very truly yours,

Pl (Kernesy (lmgy Wedlnerny

Debby Cherney, CPA Amy Mclnerny, CPA
Chief Executive Officer Chief Financial Officer
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SBCERA's Executive Management Team
As of June 30, 2025

Debby Cherney N Barbara Hannah
Chief Executive Officer Chief Counsel

Donald Pierce Amy Mclnerny Joseph Michael
Chief Investment Officer Chief Financial Officer Chief Information Officer

Olivia Applegate
Director of Communications &
Stakeholder Relations

Stacey Barnier Christina Cintron
Chief Human Resources Officer Chief of Member Services

Outside Consultants

As of June 30, 2025
Actuary Investment Consultants Legal Counsel
Segal NEPC, LLC Liebert Cassidy Whitmore
Consulting Agency Investment Advisor General Advisory Counsel
Kreischer Miller Nossaman, LLP
Custodial Services Compliance Advisor General Advisory Counsel
State Street Bank and Trust Company
Custodian Chantico Global, LLC Capital Investment Counsel, LLC
Asset Allocation Consultant Investment Counsel
|ndependent Auditors Mcube Investment Technologies LLC Hills Stern, LLP
Asset Allocation Consultant Investment Counsel

Brown Armstrong
Accountancy Corporation

Financial Statement Auditor Morgan, Lewis & Bockius, LLP

Investment Counsel

Arias & Lockwood, APLC
Litigation & Disability Counsel

Hanson Bridgett, LLP
Tax & Trust Counsel

Note: Investment Professionals are listed on page 94 and a schedule of manager fees and commissions is located on page 99, in the Investments section.
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Report From the Board Chair

San Bernardino County Employees’ Retirement Association

November 4, 2025
Dear Members,

On behalf of the San Bernardino County Employees’ Association (SBCERA) Board of Retirement, | am pleased
to present the Annual Comprehensive Financial Report for the fiscal year ended June 30, 2025.

Over the past year, our investment strategy was well-positioned to navigate a changing economic environment,
demonstrating both resilience and diversification. | am proud of our team for protecting and growing the fund
during this time. With a dependable and adaptable long-term strategy, we remain committed to delivering
retirement security to our members—now and for generations to come.

In June 2025, our Board adopted a new Triennial Strategic Plan for fiscal years 2026, 2027, and 2028, centered
on five co-equal strategic pillars:

Operational Excellence and Efficiency
Superior Service Experience

Quality Employer and Workplace
Prudent Fiscal Management
Effective Communications

Each pillar is supported by strategic priorities—actionable programs and projects designed to bring our vision
to life. You can learn more about our strategic plan on our website at www.SBCERA.org.

This year, we continued to expand member education by partnering with Financial Knowledge to offer free
financial courses led by certified financial planner professionals, helping members confidently manage their
personal finances. We also advanced our retiree support efforts by hosting several well-attended workshops
and launching our inaugural Retiree Volunteer Expo at the San Bernardino County Museum in collaboration
with the Retired Employees of San Bernardino County.

Our team continues to build upon our important campaign called We Are SBCERA, aimed at highlighting the
people who define SBCERA. These stories are full of personal experiences, purpose, the impact of service, and
so much more.

SBCERA is fortunate to have a skilled and dedicated team committed to serving those who serve San
Bernardino communities. I'm grateful for the leadership of our senior executive team, the hard work of our
staff, and the partnership and support of my fellow Board Members. Together, we are thoughtfully planning for
the future and positioning SBCERA for continued success.

To our plan sponsors and members—thank you for your continued trust. We understand the importance of the
promise we've made to you, and we remain committed to delivering on it. We will always strive to improve and
provide exceptional service.

Sincerely,

More fFiser

Marc Bracco
Board Chair
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Independent Auditor’'s Report

BROWN
ARMSTRONG e

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'’S REPORT
Board of Retirement
San Bernardino County Employees’ Retirement Association
San Bernardino, California

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying Statements of Fiduciary Net Position of the San Bernardino County Employees’
Retirement Association (SBCERA) as of June 30, 2025 and 2024, the related Statements of Changes in Fiduciary Net
Position for the fiscal years then ended, and the related notes to the financial statements, which collectively comprise
SBCERA's basic financial statements as listed in the table of contents.

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the fiduciary net
position of SBCERA as of June 30, 2025 and 2024, and the changes in fiduciary net position for the fiscal years then
ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America (GAAS)
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. 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
SBCERA and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. 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 these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes 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 SBCERA's ability to continue as a going concern for twelve
months beyond the financial statement date, including any currently known information that may raise substantial doubt
shortly thereafter.

BAKERSFIELD FRESNO STOCKTON

4200 Truxtun Avenue, Suite 300 10 River Park Place East, Suite 208 2423 West March Lane, Suite 202
Bakersfield, CA 93309 Fresno, CA 93720 Stockton, CA 95207
661-324-4971 559-476-3592 209-451-4833

REGISTERED with the Public Company Accounting Oversight Board and MEMBER of the American Institute of Certified Public Acconntants
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(Continued)

Management is also responsible for maintaining a current plan instrument, including all SBCERA plan amendments;
administering SBCERA; and determining that SBCERA's transactions that are presented and disclosed in the financial
statements are in conformity with the SBCERA's plan provisions, including maintaining sufficient records with respect to
each of the participants, to determine the benefits due or which may become due to such participants.

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 and Government Auditing Standards will always detect a material misstatement
when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for 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 and Government Auditing Standards, 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
SBCERA'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 SBCERA'’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 that the management’s discussion and
analysis (MD&A) and required supplementary information (RSI), as listed in the table of contents, be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board (GASB), who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the MD&A and RSI in accordance with GAAS, 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 basic financial statements, and other knowledge we obtained during our
audit of the basic 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.
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Independent Auditor’'s Report

(Continued)

Other Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively comprise
SBCERA'’s basic financial statements. The other supplementary information, as listed in the table of contents, is presented
for purposes of additional analysis and is not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and other records
used to prepare the basic financial statements. The information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial statements or to
the basic financial statements themselves, and other additional procedures in accordance with GAAS. In our opinion, the
other supplementary information as listed in the table of contents is fairly stated, in all material respects, in relation to the
basic financial statements as a whole.

Other Information

Management is responsible for the other information included in the Annual Comprehensive Financial Report. The other
information comprises the introductory, investments, actuarial, and statistical sections but does not include the basic
financial statements and our auditor’s report thereon. Our opinions on the basic financial statements do not cover the
other information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other information and
consider whether a material inconsistency exists between the other information and the basic financial statements, or the
other information otherwise appears to be materially misstated. If, based on the work performed, we conclude that an
uncorrected material misstatement of the other information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 4, 2025, on our
consideration of SBCERA's internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and agreements and other matters. The purpose of that report is solely to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the effectiveness of SBCERA's internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards in considering
SBCERA'’s internal control over financial reporting and compliance.

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

Bakersfield, California
November 4, 2025
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Management’s Discussion and Analysis
June 30, 2025 and 2024

The San Bernardino County Employees’ Retirement Association (SBCERA) administers the SBCERA pension
plan — a cost-sharing multiple-employer defined benefit pension plan (the Plan). As management of SBCERA,
we offer this narrative overview and analysis of the financial activities of SBCERA for the years ended June 30,
2025 and 2024. Readers are encouraged to consider the information presented in this analysis in conjunction
with the financial statements as presented in this report.

Financial Highlights

The net position — restricted for pensions of SBCERA as of June 30, 2025 and 2024 was $16.43 billion and
$15.25 billion, respectively. All of the net position is available to meet SBCERA’s ongoing obligations to Plan
members (members) and their beneficiaries.

SBCERA's total net position — restricted for pensions increased by $1.18 billion or 7.8% and increased by $1.18
billion or 8.4% for the years ended June 30, 2025 and 2024, respectively. The increase for both 2025 and 2024
is primarily due to gains from investment activity.

Total additions, as reflected in the Statements of Changes in Fiduciary Net Position, for the years ended
June 30, 2025 and 2024 were $2.07 billion and $2.01 billion, respectively. This includes employer and member
contributions of $813.90 million, net investment income of $1.25 billion, and net securities lending income of
$314.00 thousand for the year ended June 30, 2025. For the year ended June 30, 2024, it includes employer
and member contributions of $797.90 million, net investment income of $1.21 billion, and net securities
lending income of $317.00 thousand.

Total deductions as reflected in the Statements of Changes in Fiduciary Net Position are $881.75 million for
the year ended June 30, 2025, an increase of $50.31 million over the year ended June 30, 2024, or
approximately 6.1%. Total deductions for the year ended June 30, 2024 are $831.44 million, an increase of
$53.30 million over the year ended June 30, 2023, or approximately 6.8%.

The net pension liability of participating employers as of June 30, 2025 and 2024 is $1.86 billion and $2.12
billion, respectively. The Plan fiduciary net position as a percentage of the total pension liability is 89.8% and
87.8% as of June 30, 2025 and 2024, respectively. The net pension liability as a percentage of covered payroll
is 93.9% and 117.1% as of June 30, 2025 and 2024, respectively. Refer to Note 4 — Net Pension Liability of
Participating Employers, and Required Supplementary Information sections of this report for further
information.

Overview of the Financial Statements

The following discussion and analysis are intended to serve as an introduction to SBCERA's Basic Financial
Statements. The financial statements and required disclosures are prepared in accordance with
pronouncements (accounting principles and reporting guidelines) as set forth by the Governmental Accounting
Standards Board (GASB). These pronouncements require certain disclosures and require SBCERA to report
using the full accrual method of accounting. SBCERA complies with all material requirements of these
pronouncements. SBCERA’s Basic Financial Statements are comprised of Statements of Fiduciary Net
Position, Statements of Changes in Fiduciary Net Position, and Notes to the Basic Financial Statements.

The Statements of Fiduciary Net Position are a snapshot of account balances at year-end, indicating the
assets available for future payments to retirees and their beneficiaries, and any current liabilities owed as of
year-end.
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Management’s Discussion and Analysis
June 30, 2025 and 2024 (Continued)

The Statements of Changes in Fiduciary Net Position reflect all the activities that occurred during the year and
show the impact of those activities as additions to or deductions from the Plan. The trend of additions versus
deductions will indicate the condition of SBCERA'’s financial position over time.

The Statements of Fiduciary Net Position and the Statements of Changes in Fiduciary Net Position report
information about SBCERA's activities. These statements include all assets and liabilities, using the full accrual
method of accounting, which is similar to the accounting used by private sector companies. All of the current
year's revenues and expenses are considered regardless of when cash is received or paid. All investment gains
and losses are shown at trade date, not settlement date, and both realized and unrealized gains and losses are
shown on investments. Refer to Note 2 — Summary of Significant Accounting Policies for further information.

The Statements of Fiduciary Net Position and Statements of Changes in Fiduciary Net Position report
SBCERA's net position — restricted for pensions (net position is the difference between assets and liabilities)
as one way to measure the Plan’s financial position. Over time, increases and decreases in SBCERA's net
position are an indicator of whether its financial health is improving or deteriorating. Other factors, such as
investment earnings and SBCERA'’s actuarial funded status, should also be considered in measuring SBCERA's
overall financial health. Refer to SBCERA's Basic Financial Statements following this analysis.

Notes to the Basic Financial Statements (Notes) are an integral part of the financial reports. The Notes provide
additional information that is necessary to acquire a full understanding of the data provided in the financial
statements, including a detailed discussion of key policies, programs, investments, and activities that occurred
during the year. Refer to the Notes to the Basic Financial Statements section of this report.

Other information to supplement SBCERA's Basic Financial Statements is provided as follows:

Required Supplementary Information (RSI) presents historical trend information concerning the changes in net
pension liability, employer contributions, and investment returns. RSI includes notes that explain factors that
significantly affect trends in the amounts reported, such as changes of benefit terms, changes in the size or
composition of the population covered by the benefit terms, or the use of different assumptions over time. The
information is based on actuarial valuations and contributes to the understanding of the changes in the net
pension liability of participating employers over the past ten years. Refer to the Required Supplementary
Information section of this report.

Other Supplementary Information includes the Schedules of Administrative and Other Expenses, Investment
Expenses, and Payments to Consultants, which are presented immediately following the Required
Supplementary Information section of this report.

Financial Analysis—Net Position

Net position may serve as an indication of SBCERA's financial position over time. Refer to Table 1, below, for
further information. As of June 30, 2025, SBCERA had $16.43 billion in net position, which means total assets
of $16.79 billion exceed total liabilities of $355.66 million. All of the net position is available to meet SBCERA’s
ongoing obligation to members and their beneficiaries.

As of June 30, 2025, net position increased by $1.18 billion, accounting for a 7.8% increase from the prior year.
As of June 30, 2024, net position increased by $1.18 billion, for an 8.4% increase from the prior year. The
increases for 2025 and 2024 are primarily due to gains from investment activity.
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Management’s Discussion and Analysis
June 30, 2025 and 2024 (Continued)

Fiduciary Net Position (Table 1)

As of June 30, 2025, 2024 and 2023
(Amounts in Thousands)

Increase (Decrease) from

2024 to 2025
(2025 | 2024 | 2023 | Amount | %Change
Assets
Cash $ 20,286 $ 22,072 S 20,675 $ (1,786) (8.09)%
Receivables 325,885 382,169 274,270 (56,284) (14.73)%
Investments, at Fair Value 16,432,775 15,398,540 14,108,947 1,034,235 6.72 %
Capital Assets, Net 8,933 9,075 9,853 (142) (1.56)%
Total Assets 16,787,879 15,811,856 14,413,745 976,023 6.17 %
Liabilities
Securities Lending 98,728 25,153 48,515 73,575 292.51 %
Securities Options Payable 265 113 35,445 152 134.51 %
Payables for Securities Purchased 154,702 482,606 221,824 (327,904) (67.94)%
Other Liabilities 101,965 55,759 36,611 46,206 82.87 %
Total Liabilities 355,660 563,631 342,395 (207,971) (36.90)%

Net Position - Restricted for Pensions S 16,432,219 |$ 15,248,225 ($ 14,071,350 |S 1,183,994

In order to determine that the $16.43 billion in net position will be sufficient to meet future obligations,
SBCERA's independent actuary, Segal Consulting, performed an actuarial valuation as of June 30, 2025. The
result of the funding valuation determines what future contributions are needed by the participating employers
and members to pay all expected future benefits. The valuation takes into account SBCERA'’s policy to smooth
the impact of market volatility by spreading each year’s gains or losses over five years.

On the valuation date, the assets available for payment of retirement benefits are appraised. These assets are
compared with the actuarial liabilities, which are the actuarial present value of all future benefits expected to
be paid with respect to each member. The actuary uses assumptions regarding life expectancy, projected
salary increases over time, projected retirement age, and expected rate of return for the investment portfolio
(7.25% rate of return was used for the June 30, 2025 and 2024 valuations). The Board of Retirement (Board)
reviews all assumptions used by the actuary every three years.

Capital Assets

SBCERA's capital assets decreased from $9.08 million to $8.93 million (net of accumulated depreciation and
amortization) between the years ended June 30, 2024 and 2025, and decreased from $9.85 million to
$9.08 million between the years ended June 30, 2023 and 2024. This investment in capital assets includes
equipment, furniture, leasehold improvements, software, and technology infrastructure with an initial cost of
$25 thousand or more and a life expectancy over one year. The total decrease in SBCERA's investment in
capital assets for the year ended June 30, 2025 was $0.14 million from 2024. The total decrease in SBCERA'’s
investment in capital assets for the year ended June 30, 2024 was $0.78 million from 2023. Refer to Note 2 -
Summary of Significant Accounting Policies (see section for Capital Assets) for further information.

Financial 29



Management’s Discussion and Analysis
June 30, 2025 and 2024 (Continued)

Reserves

SBCERA's reserves are established based upon contributions and the accumulation of investment income,
after satisfying investment, administrative, and other expenses. Refer to Table 2, on the following page, for
further information.

Investments are stated at fair value, rather than at cost, and include the recognition of unrealized gains and
losses in the current period. For actuarial purposes, it is desirable to have level and predictable plan costs from
one year to the next. For this reason, the Board has approved an asset valuation method that gradually adjusts
to fair value. Under this valuation method, the full value of market fluctuations is not recognized in a single
year, rather, it is smoothed over a five-year period. This method results in more stable asset values and
therefore, the plan costs are more stable. These gains and losses are shown in the net unrecognized gains/
(losses) reserve account.

The total unrecognized net investment gain as of June 30, 2025 is $191.02 million as compared to an
unrecognized net investment gain of $88.81 million as of June 30, 2024. This deferred investment gain of
$191.02 million will be recognized in the determination of the Actuarial Value of Assets for funding purposes in
the next five years as part of a five-year smoothing technique.

Reserves (Table 2)

As of June 30, 2025, 2024 and 2023
(Amounts in Thousands)

Type of Reserve 2025 | 2024 | 2023

Member Deposit Reserve 2,162,236 S 2,046,279 $ 1,904,197
Employer Current Service Reserve 4,317,184 3,992,716 3,700,223
Contra Account (5,096,410) (4,753,278) (4,400,275)
Pension Reserve 6,902,401 6,553,819 6,193,285
Cost-of-Living Reserve 3,731,176 3,456,226 3,196,433
Annuity Reserve 4,118,456 3,761,959 3,465,737
Supplemental Disability Reserve 1,330 2,640 3,808
Survivor Benefit Reserve 104,627 98, 789 93, 637
Burial Allowance Reserve' 197

ot Reserees (Smeothed Market Actuaria Value) | 16241197 | 15155,420] 1417570
Net Unrecognized Gains (Losses) 191 022 88,805 (86 020)

Net Position - Restricted for Pensions Including Non-Valuation

Reserves, at Fair Value S 16,432,219 |$ 15,248,225 ($ 14,071,350

@) Reserve not included in valuation value of assets.

Additions to and Deductions from Fiduciary Net Position

Additions

The primary sources of financing SBCERA benefits are through the collection of participating employer and
member contributions and through earnings from investment income (net of investment expenses). Additions
for the year ended June 30, 2025 totaled $2.07 billion compared to $2.01 billion for June 30, 2024, and $1.55
billion for June 30, 2023. Refer to Table 3, on the following page, for further information.
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June 30, 2025 and 2024 (Continued)

Overall, additions increased by $57.43 million, or a 2.9% increase between the years ended June 30, 2024 and
2025, due primarily to a 3.4% increase in net investment income compared to the prior year. Employer and
member contributions increased by 1.6% and 3.2%, respectively, or 2.0% collectively. Net securities lending
income decreased by 1.0% compared to the prior year.

Overall, total employer and member contributions continue to rise due to the increase in the number of active
members and their covered payroll. Refer to the SBCERA Membership section in Note 1 - Significant Provisions
of the Plan and to the Schedule of Employer Contributions in the Required Supplementary Information section
for further information.

Deductions

SBCERA was created to provide lifetime retirement benefits, survivor benefits, and permanent disability
benefits to eligible members and their beneficiaries. The cost of such programs includes recurring Plan
designated benefit payments, refunds of contributions to terminated members, and the cost of administering
the Plan.

Deductions for the year ended June 30, 2025 totaled $881.75 million, an increase of $50.31 million or 6.1%
over the June 30, 2024 total deductions. The increase in deductions for the year ended June 30, 2024 totaled
$53.30 million or 6.8% over the June 30, 2023 amount of $778.14 million. Refer to Table 3 below for further
information. The increases in all years, related to benefits and refunds, are primarily due to the overall growth
in the number of retirees and the average amount of benefits paid to them. Refer to Note 1- Significant
Provisions of the Plan (see section for SBCERA Membership) for further information. Deductions for
administrative expenses have remained relatively stable in all years. In addition, deductions for other expenses
have remained fairly consistent. Refer to Note 2 — Summary of Significant Accounting Policies (see section for
Administrative Expenses) and the Other Supplementary Information (see Schedule of Administrative and Other
Expenses) for further information.

Changes in Fiduciary Net Position (Table 3)
As of June 30, 2025, 2024 and 2023 (Amounts in Thousands)

Increase (Decrease)
from 2024 to 2025

““2025 2024 2023 | Amount | % Change |

Additions
Employer Contributions S 603,396 $ 593,854 S 555,892 S 9,542 1.61 %
Member Contributions 210,507 204,043 188,091 6,464 3.17 %
Net Investment Income’ 1,251,527 1,210,102 802, 201 41,425 342 %
Net Securltles Lendlng Income 314 317 (3) (0.95)%
Deductions
Benefits and Refunds 860,777 811,055 760,785 49,722 6.13 %
Administrative Expense 13,519 13,473 11,779 46 0.34 %
Other Expenses 7,454 6,913 5,580 541 7.83 %
[ TotalDeductions | 881750 831441 778144 50309 6.05%
Increase in Net Position 1 183 994 1 176 875 768 434 7,119 0 60 %
Net Position - Restricted for Pensions:
Beginning of Year 15,248,225 14,071,350 13,302,916 1,176,875 8.36 %
End of Year $ 16,432,219 $ 15,248,225 $ 14,071,350 $ 1,183,994 7.76 %

(1) Net of investment expenses of $220,169, $227,169, and $160,570 for the years ending June 30, 2025, 2024, and 2023, respectively.
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Net Pension Liability of Participating Employers

SBCERA is subject to the provisions of GASB Statement No. 67 (GASB 67), Financial Reporting for Pension
Plans, and SBCERA's participating employers are subject to the provisions of GASB Statement No. 68,
Accounting and Financial Reporting for Pensions — An Amendment of GASB Statement No. 25. These standards
require governmental employers to recognize their long-term obligation for pension benefits as a liability on
their statements of fiduciary net position, and recognize their annual pension expense as a comprehensive
measurement of the annual cost of pension benefits, and requires SBCERA to provide note disclosures and
required supplementary information related to the Plan’s net pension liability (NPL) of participating employers.
NPL represents the excess of the total pension liability (using an entry age cost method, discounted at a
discount rate that reflects the expected return on Plan assets) over fiduciary net position (valued at fair value).
It is a measurement of pension liabilities using market assets that provides a consistent and standardized
methodology allowing comparability of data and increased transparency of the pension liability across all
governmental entities. SBCERA has complied with GASB 67 for the years ended June 30, 2025, 2024, and
2023.

Based on the June 30, 2025, 2024, and 2023 actuarial valuations, the NPL of participating employers on a fair
value basis was $1.86 billion, $2.12 billion, and $2.37 billion, respectively. Refer to Table 4, below, for further
information. The decrease of $257.56 million or 12.1% from 2024 to 2025 is primarily due to the investment
return being greater than the actuarial rate of 7.25%. The decrease of $251.34 million or 10.6% from 2023 to
2024 is primarily a result of the investment return being greater than the actuarial rate of 7.25%. Refer to Note
4 - Net Pension Liability of Participating Employers and the Required Supplementary Information sections of
this report for further information.

Changes In Net Pension Liability of Participating Employers (Table 4)
As of June 30, 2025, 2024, and 2023
(Amounts in Thousands)

Increase (Decrease)

from 2024 to 2025
Total Pension Liability S 18,296,112 § 17,369,678 S 16,444,145 $ 926,434 5.33 %
Less Plan Fiduciary Net Position 16,432,219 15,248,225 14,071,350 1,183,994 7.76 %

Net Pension Liability of
Participating Employers $ 1,863,893 S 2,372,795 |$ (257,560) (12.14)%

Overall Analysis

For the year ended June 30, 2025, SBCERA'’s financial position and results from operations have experienced
an increase from the prior year, as net position increased by $1.18 billion or 7.8% from the year ended June 30,
2024. For the year ended June 30, 2024, net position increased by $1.18 billion or 8.4% from the year ended
June 30, 2023. The overall increase in net position for June 30, 2025 is primarily attributable to the
appreciation in the fair value of the Plan’s investment portfolio due to investment gains. Despite the
fluctuations in the financial markets, SBCERA remains in a sound financial position to meet its obligations to
members and their beneficiaries. The overall financial position of SBCERA results from a very strong and
successful investment program, risk management, and strategic planning.
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As a long-term investor, SBCERA can take advantage of price volatility along with a diversified exposure to
domestic and international equities, fixed income investments, natural resources, real estate, infrastructure,
private equity, and overlay programs. Overall, this diversification minimizes the risk of loss and maximizes the
rate of return for the Plan.

SBCERA'S Fiduciary Responsibilities

SBCERA's Board and management are fiduciaries of the pension trust fund. Under the California Constitution,
the assets of the Plan can only be used for the exclusive benefit of members and their beneficiaries.

Requests for Information

The Basic Financial Statements are designed to provide the SBCERA Board, its membership, taxpayers,
investment managers, and creditors with a general overview of SBCERA's finances and to account for the
money it received. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to:

San Bernardino County Employees’ Retirement Association (SBCERA)
Attn: Fiscal Services Department

348 West Hospitality Lane, Suite 100
San Bernardino, CA 92408

Respectfully,

(g Weflconsy

Amy Mclnerny, CPA

Chief Financial Officer

Financial 33



Statements of Fiduciary Net Position

As of June 30, 2025 and 2024
(Amounts in Thousands)

Assets
Cash
Cash in Bank $

20,286 $

22,072

Total Cash 20,286 22,072

Receivables
Securities Sold
Accrued Interest and Dividends
Employer and Member Contributions
Due from Withdrawn Employers
Other Receivables

272,389
29,405
22,606

284
1,201

320,076
25,929
34,577

321
1,266

Total Receivables 325,885 382,169

Investments, at Fair Value
Short-Term Cash Investment Funds
Emerging Market Debt
United States Government Obligations and Other Municipals
Domestic Bonds
Foreign Bonds
Domestic Common and Preferred Stock
Foreign Common and Preferred Stock
Investments of Cash Collateral Received on Securities Lending
Real Estate
Domestic Alternatives
Foreign Alternatives

Capital Assets, Net of Accumulated Depreciation and Amortization

Total Investments, at Fair Value 16,432,775 15,398,540

1,950,357
42,835
286,588
742,666
952,974
2,977,724
848,329
98,728
11,544
6,630,159
1,890,871

2,306,066
29,039
290,661
547,817
1,034,415
2,380,572
689,326
25,826
10,822
6,364,796
1,719,200

9,075

Liabilities
Securities Lending
Securities Options Payable
Payables for Securities Purchased
Other Liabilities

98,728
265
154,702
101,965

25153
113
482,606
55,759

Total Liabilities 355660 563631

Net Position - Restricted for Pensions $ 16,432,219 $ 15,248,225

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 June 30, 2025 and 2024

(Amounts in Thousands)

Additions

Contributions
Employer Contributions S 603,396 $ 593,854
Member Contributions 210,507 204,043

Total Contributions 813,903 797,897

Investment Income

Net Appreciation in Fair Value of Investments:

Securities and Alternative Investments 1,043,679 924,518
Total Net Appreciation in Fair Value of Investments
Interest Income on Cash and Securities 382,390 407,833
Other Investment Income

Dividend Income 31,856 93,265
Net Real Estate Rental Income 432 257
Other Income 13,339 11,398

Total Other Investment Income 45,627 104,920

Less Investment Expenses
Investment Advisement Fees (156,123) (168,694)
Other Investment Expenses (64,046) (58,475)

Total Investment Expenses (220,169) (227,169)

Net Investment Income 1,251,527

Securities Lending Income
Earnings 4,243 5,901
Less Rebates and Bank Charges (3,929) (5,584)

Net Securities Lending Income m
Total Additions 2,065,744 2,008,316

Deductions

Benefits and Refunds Paid to Members and Beneficiaries 860,777 811,055
Administrative Expenses 13,519 13,473
Other Expenses 7,454 6,913
Net Increase in Net Position 1,183,994 1,176,875
Net Position - Restricted for Pensions

Beginning of Year 15,248,225 14,071,350

End of Year S 16,432,219 |S 15,248,225

The accompanying notes are an integral part of these financial statements.




Notes to the Basic Financial Statements
June 30, 2025 and 2024

NOTE 1 — SIGNIFICANT PROVISIONS OF THE PLAN

The San Bernardino County Employees’ Retirement Association (SBCERA) administers the SBCERA pension
plan — a cost-sharing multiple-employer defined benefit pension plan (Plan). SBCERA was established in 1945
and operates pursuant to the provisions of the California County Employees Retirement Law of 1937 (CERL),
the California Public Employees’ Pension Reform Act of 2013 (PEPRA), and the regulations, procedures, and
policies adopted by SBCERA’s Board of Retirement (Board). The Plan’s provisions may be amended by the
California state legislature and in some cases require approval by the San Bernardino County Board of
Supervisors and/or the SBCERA Board.

SBCERA provides retirement, disability, death, and survivor benefits to its members, who are employed by 17
active Plan sponsors (participating employers), and five withdrawn employers.

Active Plan Sponsors

Barstow Fire Protection District (BFPD)

Big Bear Fire Authority (BBFA)

California State Association of Counties (CSAC)

City of Big Bear Lake (CBBL)

City of Chino Hills (CCH)

Consolidated Fire Agencies (CONFIRE)

Crestline Sanitation District (CSD)

Department of Water and Power of the City of Big Bear Lake (DWP)
Hesperia Recreation and Park District (HRPD)

Law Library for San Bernardino County (LL)

Local Agency Formation Commission (LAFCO)

Mojave Desert Air Quality Management District (MDAQMD)

San Bernardino County (County)

San Bernardino County Employees’ Retirement Association (SBCERA)
San Bernardino County Transportation Authority (SBCTA)

South Coast Air Quality Management District (SCAQMD)

Superior Court of California, County of San Bernardino (Superior Court)

Withdrawn Employers

California Electronic Recording Transaction Network Authority (CERTNA) (withdrew June 30, 2021)
Inland Library System (ILS) (withdrew May 31, 2019)

Inland Valley Development Agency (IVDA) (withdrew June 30, 2012)

Rim of the World Recreation and Park District (Rim) (withdrew May 4, 2013)

San Bernardino International Airport Authority (SBIAA) (withdrew June 30, 2012)
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NOTE 1 — SIGNIFICANT PROVISIONS OF THE PLAN (Continued)

Fiduciary oversight of SBCERA is vested with the SBCERA Board, which consists of nine voting members and
three alternate members. Four members are appointed by the San Bernardino County Board of Supervisors, six
members (which include two alternates) are elected by the members of SBCERA (General members elect two
members, Safety members elect one member and one alternate, and Retired members elect one member and
one alternate), and the San Bernardino County Treasurer (County Treasurer) is an ex-officio member, elected by
the residents of San Bernardino County, who has designated one alternate.

Board members serve three-year terms, with the exception of the County Treasurer, who serves during their
tenure in office. The Board meets monthly. Appointed and retired members of the Board receive
compensation (a stipend for meeting attendance), and all members are reimbursed for necessary business
expenses pursuant to California Government Code (GC) section 31521. SBCERA's Chief Executive Officer is
appointed by the Board, and implements the policies and direction set by the Board.

Membership and Benefit Eligibility

All benefits established by the CERL and PEPRA, as amended from time to time, are administered by SBCERA
for its participating employers. SBCERA administers benefits for two membership classifications, General
and Safety, and those benefits are tiered based upon date of SBCERA membership. Safety membership is
extended to those involved in active law enforcement and fire suppression. All other members are classified
as General members. Generally, those who became members prior to January 1, 2013 (effective date of
PEPRA) are Tier 1 members. All other members are Tier 2. Employees become eligible for membership on
their first day of regular employment, and members become fully vested after earning five years of service
credit or attaining the age of 70. Additional information regarding SBCERA’s benefits is included in the
Summary Plan Description, also known as the Member Guide, which is available on SBCERA's website at
www.SBCERA.org.

SBCERA MEMBERSHIP

An employee who is appointed to a regular position and whose service is equal to or greater than 50% of the
full standard of hours required by an SBCERA participating employer must become a member of SBCERA on
the first day of employment. However, membership may be delayed in accordance with SBCERA regulations
for establishing reciprocity with another public retirement system as described in the CERL, and employees
who have attained age 60 prior to employment may waive their membership within 90 days following the initial
appointment.

SBCERA membership consists of active members, inactive members, and their beneficiaries as displayed
on the following page.




Notes to the Basic Financial Statements
June 30, 2025 and 2024 (Continued)
NOTE 1 — SIGNIFICANT PROVISIONS OF THE PLAN (Continued)

SBCERA MEMBERSHIP
As of June 30, 2025

Tier 1 Tier 2

Membership Type General General

Active Members

Active Members - Vested 6,538 1,025 7,563 5,694 904 6,598 14,161
Active Members - Non-Vested 18 3 21 9,159 780 9,939 9,960
Total Active Members 6,556 1,028 7,584 14,853 1,684 16,537 24,121
Inactive Members or Beneficiaries Currently Receiving Benefits
Retirees Currently Receiving Benefits 11,675 2,115 13,790 272 64 336 14,126
Beneficiaries and Dependents Currently Receiving Benefits 1,739 519 2,258 17 3 20 2,278
Total Inactive Members or Beneficiaries Currently Receiving
Benefits 13,414 2,634 16,048 289 67 356 16,404
Inactive Members Not Receiving Benefits
Inactive Members Eligible for, but Not Yet Receiving Benefits 2,570 180 2,750 1,260 187 1,447 4,197
Inactive Members Eligible for Refund Value of Account Only’ 1,634 47 1,681 5,480 267 5,747 7,428
Total Inactive Members Not Receiving Benefits 4,204 4,431 6,740 7,194 11,625
ot SEERA MO o Zha7h | 3899 25055 2hoke 2305 2406 521eD
SBCERA MEMBERSHIP

As of June 30, 2024

Tier 1 Tier 2

AR

Active Members

Active Members - Vested 7,054 1,099 8,153 4,970 813 5783 13,936
Active Members - Non-Vested 19 3 22 8,386 787 9,173 9,195
Total Active Members 7,073 1,102 8,175 13,356 1,600 14,956 23,131
Inactive Members or Beneficiaries Currently Receiving Benefits
Retirees Currently Receiving Benefits 11,400 2,072 13,472 201 50 251 13,723
Beneficiaries and Dependents Currently Receiving Benefits 1,688 498 2,186 13 2 15 2,201
Total Inactive Members or Beneficiaries Currently Receiving
Benefits 13,088 2,570 15,658 214 52 266 15,924
Inactive Members Not Receiving Benefits
Inactive Members Eligible for, but Not Yet Receiving Benefits 2,635 184 2,819 1,102 158 1,260 4,079
Inactive Members Eligible for Refund Value of Account Only’ 1,671 47 1,718 4,951 257 5,208 6,926
Total Inactive Members Not Receiving Benefits 4,306 4,537 6,053 415 6,468 11,005
ot SaCERA Wb b0y 5005 28570 1568 2067 21690 50060

(1) Inactive members with fewer than five years of service credit are entitled to withdraw their refundable member contributions made,
together with accumulated interest only.
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NOTE 1 — SIGNIFICANT PROVISIONS OF THE PLAN (Continued)

MEMBERSHIP RETIREMENT BENEFITS

General Tier 1 members are eligible for retirement benefits upon completion of 10 years of service credit and
attaining age 50, or 30 years of service credit regardless of age, or age 70 regardless of years of service credit.
Safety Tier T members have the same eligibility requirements as General members except they are required to
complete only 20 years of service credit, regardless of age. Retirement benefits are calculated at 2% for
General Tier 1 members and 3% for Safety Tier 1 members of the highest 12 consecutive months of
compensation earnable, as defined in GC sections 31462.1, 31676.15, and 31664.1 of the CERL, for each
completed year of service based on a normal retirement age of 55 for General members and age 50 for Safety
members.

For Tier 1 members, the maximum monthly retirement allowance is 100% of final compensation, and final
compensation is capped pursuant to internal Revenue Code (IRC) section 401(a)(17), which is $345,000 and
$330,000 for the fiscal years ending June 30, 2025 and 2024, respectively. Tier 1 members and participating
employers are exempt from paying contributions on compensation earnable paid in excess of the annual cap
(except for the survivor benefit contribution), and Tier 1 members are exempt from paying contributions on
compensation earnable when the member reaches 30 or more years of service credit (except for the survivor
benefit contribution). The annual cap, for Tier T members, is applied to the fiscal year for the IRC section
401(a)(17) limit in effect at the beginning of the fiscal year.

General Tier 2 members are eligible for retirement benefits upon completion of five years of service credit and
attaining age 52 or attaining age 70 regardless of service credit. Safety Tier 2 members are eligible for
retirement benefits upon completion of five years of service credit and attaining age 50. Retirement benefits
are calculated at 2.5% at age 67 for General Tier 2 members and 2.7% at age 57 for Safety Tier 2 members of
the highest 36 consecutive months of pensionable compensation, as defined in GC sections 7522.20(a) and
7522.25(d) of the PEPRA, for each completed year of service. For Tier 2 members, the monthly retirement
allowance is not capped. However, pensionable compensation for all Tier 2 members is limited each year by
an annual cap pursuant to GC section 7522.10, which is $186,096 and $181,734 for calendar years 2025 and
2024, respectively. Since pensionable compensation is capped, participating employers and Tier 2 members
are exempt from paying contributions on pensionable compensation paid in excess of the annual cap (except
for the survivor benefit contribution).

The member may elect an unmodified retirement allowance, or choose an optional retirement allowance. The
unmodified retirement allowance provides the highest monthly benefit and a 60% continuance to an eligible
surviving spouse/registered domestic partner or eligible child. An eligible surviving spouse or registered
domestic partner is one married to or registered with the member one year prior to the effective retirement
date. To be considered a post-retirement eligible spouse/registered domestic partner, the member must have
been married or legally registered at least two years prior to death, and the spouse/registered domestic partner
must be 55 years or older upon the member’s death, and no other person may be designated in a court order
as a payee.

There are four optional retirement allowances the member may choose, each requiring a reduction in the
unmodified retirement allowance in order to allow the member the ability to provide certain benefits to a
surviving spouse, registered domestic partner, or named beneficiary having an insurable interest in the life of
the member.
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NOTE 1 — SIGNIFICANT PROVISIONS OF THE PLAN (Continued)

Terminated Member Benefits

If a member terminates before earning five years of service credit, the member forfeits the right to receive
benefits and is entitled to withdraw refundable contributions made, together with accumulated interest. If the
member enters a reciprocal retirement system within 180 days of terminating from SBCERA and elects to leave
their accumulated contributions on deposit with SBCERA, the member will receive a deferred retirement
allowance when eligible. A member with fewer than five years of service credit may elect to leave accumulated
contributions in the retirement fund indefinitely pursuant to GC section 31629.5. If a member terminates after
five years of service credit, the member may elect to withdraw the refundable contributions, including interest
earned, or leave the accumulated deposits in the retirement fund and be granted a deferred retirement
allowance at the time the member would have been entitled to the allowance if service had been continued.
The acceptance of a refund payment cancels the individual’s rights and benefits in SBCERA.

Death and Disability Benefits

The Plan provides death benefits to beneficiaries of members, and these benefits are governed by Articles 12
and 15.6 of the CERL. In accordance with applicable California law, a surviving spouse/registered domestic
partner, or minor children, even if not the named beneficiary, may have certain rights superseding the rights of
the named beneficiary.

DEATH BEFORE RETIREMENT WITH FEWER THAN FIVE YEARS OF SERVICE CREDIT

If a member with fewer than five years of service credit dies because of a non-work-related incident, the
member's designated beneficiary will receive the member's refundable retirement contributions plus
accumulated interest earned. In addition, the beneficiary will receive one month’s compensation for each
completed year the member served to a maximum of 50% of annual compensation pursuant to GC section
31781. If the member established reciprocity with another public pension plan, SBCERA will coordinate
benefits with the last public employer, pursuant to GC sections 31839 and 31840.

DEATH BEFORE RETIREMENT WITH MORE THAN FIVE YEARS OF SERVICE CREDIT

A member who dies after earning five years of service credit, but whose death is not job-related, is entitled to
leave the eligible spouse/registered domestic partner (or any eligible children) a monthly payment equal to 60%
of the amount that would have been paid had the member retired with a non-service connected disability.

If the beneficiary is other than a spouse/registered domestic partner or dependent child, the beneficiary
receives a lump sum payment of the refundable retirement contributions plus accumulated interest earned. In
addition, the beneficiary would receive one month’s compensation for each completed year the member served
to a maximum of six months pursuant to GC section 31781. If the member, with five years of service credit,
dies while on deferred status, SBCERA will pay to the member’s designated beneficiary or estate, the member’s
accumulated contributions on deposit. If the member established reciprocity with another public pension plan,
SBCERA will coordinate benefits with the last public employer, pursuant to GC sections 31839 and 31840.
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NOTE 1 — SIGNIFICANT PROVISIONS OF THE PLAN (Continued)

DEATH BEFORE RETIREMENT CAUSED BY EMPLOYMENT

If a member dies due to injury or disease arising out of or in the course of employment, the surviving spouse/
registered domestic partner is eligible for a monthly allowance equal to the amount that would have been paid
had the employee retired with a service connected disability at the time of death. This amount is equal to 50%
of the individual’s final monthly compensation. If a Safety member dies while in the performance of duty, the
spouse/registered domestic partner will receive an additional lump-sum payment equal to one year’s salary.
Furthermore, an additional death benefit of 25% of the annual death allowance may be payable for one eligible
child, and increases to 40% for two eligible children, or 50% for three or more eligible children if the death
qualifies pursuant to GC section 31787.5. Under GC section 31787.65, the final compensation upon which the
additional death payment is calculated may be increased any time current active members, in the same
classification as the deceased member, receive a compensation increase. The final compensation will be
subject to these increases until the earlier of the death of the surviving spouse or eligible children, or the date
that the deceased member would have attained the age of 50 years.

DEATH AFTER RETIREMENT

If the unmodified retirement option is chosen as part of a service retirement, the eligible spouse/registered
domestic partner will receive 60% of the retiree’s monthly pay for the remainder of the spouse/registered
domestic partner’s life. The continuance is 100% if the member retired with a service-connected disability. The
spouse/registered domestic partner’s eligibility in the case of a service retirement is determined by whether
the marriage/registered domestic partnership occurred at least one year prior to retirement. In the event the
member was unmarried at retirement, under GC section 31760.2, the eligibility is determined based on whether
the marriage/registered domestic partnership occurred at least two years prior to the date of death of the
member and the spouse/registered domestic partner has attained the age of 55 years on or prior to the date of
death of the member. However, in the case of a service-connected disability, the spouse/registered domestic
partner must have been married/registered at least one day prior to retirement pursuant to GC section 31786.
A burial allowance of $1,000 is also payable to the deceased retiree’s beneficiary or estate ($250 of this
amount is discretionary, subject to the availability of funds in the burial allowance reserve), pursuant to GC
sections 31789 and 31789.13.

If there is no eligible surviving spouse, any minor children are eligible and the unmodified option was selected
at retirement, the total benefit received is 60% of the retiree’s monthly compensation, which would be divided
amongst the unmarried children (if more than one). The benefit continues until the unmarried child/children
reach age 18 or marry, whichever comes first. If the child/children remain unmarried and are enrolled as full-
time students in an accredited school, the benefit will continue up to the age of 22.

If one of the three modified retirement options are chosen by the member as part of a service retirement, the
monthly allowance is reduced for the retiree’s lifetime. The type of reduction is dependent on the election
made by the member and is approved by the Board, upon the advice of SBCERA's independent actuary.
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NOTE 1 — SIGNIFICANT PROVISIONS OF THE PLAN (Continued)

SURVIVOR BENEFITS

The Plan provides a General member survivor benefit to an eligible spouse/registered domestic partner,
eligible dependent children, and eligible dependent parents, if the active General member had been a member
continuously for at least 18 months immediately prior to death, pursuant to GC section 31855.12.

DISABILITY BENEFITS
The Plan provides disability benefits to eligible members and Article 10 of the CERL governs these benefits.

A member who is found by the Board to be permanently incapacitated as a result of a service connected injury
or illness, arising out of or in the course of the member’'s employment, is paid an annual disability allowance
equal to the greater of 50% of the employee’s final average compensation or the normal service retirement
benefits accumulated by the member as of the date of the disability retirement. A member, who is found by
the Board to be permanently incapacitated as a result of a non-service connected injury or illness, which does
not arise out of or in the course of the member's employment, is paid a monthly allowance. If the member
entered the system on or after January 1, 1981, pursuant to GC section 31727.7, the benefit is 20% of final
average compensation for five years of service credit and 2% for each additional whole year of service credit
thereafter, up to a maximum of 40% of final average compensation. For members who entered the system
prior to January 1, 1981, the non-service connected monthly disability benefit is one-third of the member’s final
average compensation. For all members, regardless of when they entered the system, if the service retirement
benefit is higher, the member would be paid that amount.

Cost-of-Living Adjustments

Pursuant to GC section 31870, an automatic cost-of-living adjustment is provided based on changes in the
local region Consumer Price Index (CPI) up to a maximum of 2% per year. Any increase greater than 2% is
“banked” and may be used in years when the CPI is less than 2%. In addition, there is a one-time 7% increase
at retirement for members hired before August 19, 1975 pursuant to Article 16.6 of the CERL.

Participating Employers

A district may become a participating employer in SBCERA pursuant to GC section 31557. A participating
employer is eligible to withdraw from SBCERA pursuant to GC section 31564. The terminating employer
remains liable to SBCERA for the employer’s share of any unfunded actuarial liability of the Plan, which is
attributable to the employees of the withdrawing employer who either have retired or will retire from the Plan.
The liability is determined by SBCERA's actuary pursuant to GC section 31564.2.

Five employers have withdrawn from SBCERA; one remains liable for a portion of its unfunded actuarial liability
at June 30, 2025.

On June 30, 2012, San Bernardino International Airport Authority (SBIAA) and the Inland Valley Development
Agency (IVDA) withdrew from SBCERA. On May 31, 2019, Inland Library System'’s (ILS) last employee retired,
effectively withdrawing membership from SBCERA as a participating employer. On June 30, 2021, CERTNA
withdrew membership from SBCERA. All liabilities for these four employers have been fully paid.
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NOTE 1 — SIGNIFICANT PROVISIONS OF THE PLAN (Continued)

On May 4, 2013, Rim of the World Recreation and Park District (Rim) withdrew from SBCERA and subsequently
entered into a payment agreement with SBCERA in February 2014 to pay their unfunded actuarial liability.

See below for a summary of the amounts due from withdrawn employers as of June 30,2025 and 2024.

DUE FROM WITHDRAWN EMPLOYERS

As of June 30, 2025 and 2024
(Amounts in Thousands)

Balance Balance
321 $ - $ (37) S
__
Balance Balance
(30)

__
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NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The following are the significant accounting policies followed by SBCERA.

Basis of Accounting

The financial statements are prepared using the accrual basis of accounting and in accordance with
accounting principles generally accepted in the United States of America (U.S.) known as Generally Accepted
Accounting Principles (GAAP), under which revenues are recognized when earned and deductions are recorded
when the liability is incurred. Employer and member contributions are recognized as revenues when due,
pursuant to statutory requirements. Contributions are recorded in the period the related salaries are earned
and become measurable pursuant to statutory or contractual requirements. Investment income is recognized
as revenue when earned. The net appreciation/(depreciation) in fair value of investments held by SBCERA is
recorded as an increase/(decrease) to investment income based on the valuation of investments at year-end,
which includes both realized and unrealized gains and losses on investments. Retirement benefits and refunds
are recognized when currently due and payable in accordance with the terms of the Plan. Other expenses are
recognized when the corresponding liabilities are incurred.

CASH
Cash includes deposits with a financial institution.
INVESTMENTS

SBCERA is authorized by GC sections 31594 and 31595 to invest in any form or type of investment deemed
prudent by the Board and does so through the Investment Plan, Policy, and Guidelines established by the
Board. The assets of the Plan are held for the exclusive purpose to provide benefits to members and their
beneficiaries and to defray reasonable expenses of administering SBCERA. The Board is required by statute to
use care, skill, prudence, and diligence to diversify the investments of the Plan to minimize the risk of loss and
to maximize the rate of return, unless under the circumstances it is clearly prudent not to do so. Refer to Note
7 — Deposits and Investments (see section for Investments) for further information.

Plan investments are reported at fair value. Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the measurement date. Fair
value for investments of publicly traded securities is based upon closing sales prices reported on recognized
securities exchanges on the last business day of the period, or for listed securities having no sales reported
and for unlisted securities, based upon last reported bid prices. All purchases and sales of securities are
accounted for on a trade date basis and dividends declared but not received are accrued on the ex-dividend
date. Realized gains or losses of securities are determined based on average cost.

Fair value for investments in limited partnerships and/or commingled funds of debt securities, equity
securities, real estate, private equity, commaodities, infrastructure, and other alternatives is based on fund share
price or percentage of ownership, provided by the fund manager or general partner, which is based on net
asset value as determined by the fund manager or general partner. Fair value for these investments is reported
by the fund manager and/or general partner on a monthly and/or quarterly basis and is supported by annual
financial statements that are audited by an independent third-party accountant.
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NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Where fair value information as of June 30, 2025 and 2024 was not available at the time of these financial
statements, SBCERA has estimated fair value by using the most recent fair value information available from
the fund manager/general partner and adding any contributions and/or deducting any distributions to/from the
investment from the date of the most recent fair value information.

Fair value for investments in separately owned real estate is based on independent appraisals obtained every
three years along with quarterly valuations performed by SBCERA's individual real estate advisors in
accordance with the Real Estate Information Standards of the National Council of Real Estate Investment
Fiduciaries.

The allocation of investment assets within SBCERA’s portfolio is approved by the Board as outlined in the
Investment Plan, Policy, and Guidelines. Plan assets are managed on a total return basis with a long-term
objective of achieving and maintaining a fully funded status for the benefits provided through the Plan. The
table below provides the Board’s adopted Asset Allocation policy targets as of June 30, 2025 and 2024. The
Board further authorizes SBCERA investment staff to invest within approved ranges surrounding each policy
target.

ASSET ALLOCATION POLICY TARGETS
As of June 30, 2025 and 2024

Asset Class Asset Allocation

Domestic Equity 17.00 %
International Equity 13.00 %
Domestic Fixed Income 15.00 %
International Fixed Income 17.00 %
Private Equity 18.00 %
Real Estate 5.00 %
Absolute Return 7.00 %
Infrastructure 2.00 %
Commodities 4.00 %
Short-Term Cash 2.00 %

100,00 %
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NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
DERIVATIVES

The Plan uses financial instruments such as derivatives and similar transactions to gain exposure to various
financial markets and reduce its exposure to certain financial market risks for purposes of investments only.
The financial instruments are valued at fair value and, as such, gains and losses are recognized daily, based on
changes in their fair value. These changes are reflected as net appreciation/(depreciation) in fair value of
investments on the Statements of Changes in Fiduciary Net Position. The use of these financial instruments
exposes the Plan to counter-party credit risk and to market risk associated with a possible adverse change in
interest rates, equity values, and currency movement. The Plan may have additional exposure to derivative
instruments through investments in commingled funds whose strategies may include the use of derivatives to
gain exposure to various financial markets and reduce its exposure to certain financial market risks. Refer to
Note 7 — Deposits and Investments (see section for Derivatives) for further information.

RESERVES

Employer and member contributions are allocated to various reserve accounts based on actuarial
determinations. Pursuant to the Board’s Interest Crediting Procedures and Undesignated Excess Earnings
Allocation policy, funds in excess of reserve requirements are allocated first to prior year shortfalls (the Contra
Account), then 3% of the fair value of assets are set aside as a contingency reserve for future losses, and any
excess is then allocated to the employer current service reserve, maintained as an additional contingency
reserve, or held as undesignated excess earnings. Refer to Note 5 — Reserves for further information.

INCOME TAXES

SBCERA is a qualified plan under IRC section 401(a) and is exempt from federal income taxes under IRC
section 501(a). Accordingly, no provision for income taxes has been made in the accompanying financial
statements.

ADMINISTRATIVE EXPENSES

The Board adopts the annual operating budget for the administration of SBCERA. The administrative expenses
are charged against the earnings of the Plan. Pursuant to GC section 31580.2, administrative expenses
incurred in any one year are not to exceed twenty-one hundredths of one percent or 0.21% of SBCERA's
actuarial accrued liabilities. Actual administrative expenses did not exceed this limitation for the years ended
June 30, 2025 and 2024 (see table on next page).

Pursuant to GC sections 31522.5, 31522.7, 31580.2, 31529.9, 31596.1, and 31699.9, certain expenses are
excluded from the limits described above for investment costs, actuarial service costs, legal service costs, and
technology costs. Therefore, investment costs were offset against investment income, and actuarial service
costs, technology costs, and non-investment legal service costs are all reported on the Statements of Changes
in Fiduciary Net Position as Other Expenses. A Schedule of Administrative and Other Expenses subject to the
statutory limitation described above is also included in the Other Supplementary Information section of this
report.
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NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

STATUTORY LIMITATION FOR ADMINISTRATIVE EXPENSES

For the Years Ended June 30, 2025 and 2024
(Amounts in Thousands)

Actuarial Accrued Liability (AAL) a $ 16,446,672 $ 15,630,124
Statutory Limit for Administrative Expenses (AAL x 0.21%) 34,538 32,823
Actual Administrative Expenses Subject to Statutory Limit 13,519 13,473

Excess of Limitation Over Actual Administrative Expenses - 21,019 19,350

Actual Administrative Expenses as a Percentage of AAL b/a 0.08% 0.09%

MANAGEMENT'S ESTIMATES

The preparation of financial statements in conformity with GAAP requires management to make certain
estimates and assumptions. These 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 revenues
and expenses during the reporting period. Actual results could differ from those estimates.

CAPITAL ASSETS

Capital assets are recorded at cost, less depreciation or amortization, and consist of furniture, equipment,
intangible assets, including computer software, and leasehold improvements with an initial cost of $25
thousand or more and an estimated useful life in excess of one year. Depreciation is provided using the
straight-line method over the estimated useful life of the assets, with a five-year life for furniture, a four-to-five
year life for equipment, and fifteen-to-thirty-nine-year life for leasehold improvements. Amortization is provided
using the straight-line method over the estimated useful life of the intangible assets, including computer
software, with a three-to-seven year life. SBCERA's capital assets are summarized on the following page as of
June 30, 2025 and 2024.

CAPITAL ASSETS

For the Years Ended June 30, 2025 and 2024
(Amounts in Thousands)

| 2025 | 2024 |

‘Beginning  Additons _Ending _ Beginning  Additons _Ending |

Furniture, Equipment & Leaseholds $ 14,024 $ 731 $ 14755 § 13,944 § 80 $ 14,024

Computer Software 8,797 27 8,824 8,719 78 8,797
Accumulated Depreciation? (8,684) (295) (8,979) (8,384) (300) (8,684)
Accumulated Amortization? (5 062) (605) (5, 667) (4, 426) (636) (5,062)

(1) The AAL, as determined by the Plan's actuary each year, is used to calculate the statutory limitation for administrative expenses for the year after
next. For example, the AAL as of June 30, 2023 was approved by the Board in December 2023, and was used to establish the statutory limitation
for administrative expenses for the year ended June 30, 2025.

(2) Depreciation and amortization expense totaled $900 thousand and $936 thousand for the years ended June 30, 2025 and 2024, respectively.
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NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
FIDUCIARY COMPONENT UNIT

SBCERA is considered a fiduciary component unit of San Bernardino County (County) according to GASB
Statement No. 84 (GASB 84), Fiduciary Activities. SBCERA is a legally separate entity from its participating
employers, including the County. As such, it obtains its own independent financial statement audit and issues
its own Annual Comprehensive Financial Report. The Board of Retirement (Board) serves as trustee of the
Plan and has a constitutional, statutory, and fiduciary duty to administer the Plan. The composition of the
Board consists in part of four voting members appointed by the County and one ex-officio position, an elected
employee of the County. Because of this composition, the County is considered to appoint a majority of the
voting body according to GASB 84.

EFFECT OF NEW GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB) PRONOUNCEMENT

SBCERA implemented all applicable new GASB pronouncements in the years ended June 30, 2025 and
June 30, 2024, as required by each statement.

RECLASSIFICATION OF FINANCIAL STATEMENTS PRESENTATION

Certain amounts presented in the year ended June 30, 2024, financial statements were reclassified to be
consistent with the current year’'s presentation. Such reclassifications have no effect on the net increase in
fiduciary net position as previously reported.

SUBSEQUENT EVENTS

As of the report date, there were no subsequent events that require an adjustment or disclosure.
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NOTE 3 — CONTRIBUTION REQUIREMENTS

Participating employers and active members are required by statute to contribute a percentage of covered
payroll to the Plan. This requirement is pursuant to GC sections 31453.5 and 31454 for participating
employers, and GC sections 31621.6, 31639.25, and 7522.30 for active members. The contribution
requirements are established and may be amended by the Board pursuant to Article 1 of the CERL, which is
consistent with the Plan’s actuarial funding policy. The contribution rates are adopted yearly, based on an
annual actuarial valuation, conducted by an independent actuary, that considers the mortality, service
(including age at entry into the Plan, if applicable, and tier), and compensation experience of the members and
their beneficiaries, and also includes an evaluation of the Plan’s assets and liabilities. Participating employers
may pay a portion of the active member contributions, and active members may pay a portion of the
participating employer contributions, through negotiations and bargaining agreements.

One of the funding objectives of the Plan is to establish contribution rates that, over time, will remain level as a
percentage of payroll unless the Plan benefit provisions are changed. Actuarial funding is based on the Entry
Age Cost method. The employer contribution rate provides for current cost (normal cost) plus a level
percentage of payroll to amortize the Unfunded Actuarial Accrued Liability (UAAL). Normal cost is the annual
contribution rate that, if paid annually from a member's first year of membership through the year of
retirement, would accumulate to the amount necessary to fully fund the member’s retirement benefit if all
underlying assumptions are met. The UAAL is the difference between the Actuarial Accrued Liability and the
Actuarial Value of Assets. Any new UAAL after June 30, 2002 is amortized over a closed 20-year period
effective with that valuation.

SBCERA's actuarial valuation for funding purposes is completed as of June 30 of each year. The rates
recommended in the actuarial valuation apply to the year beginning 12 months after the valuation date. For
example, the actuarial valuation dated June 30, 2025 establishes the contribution rates for the year ended June
30, 2027. Any shortfall or excess contributions, because of this implementation lag, are amortized as part of
SBCERA's UAAL in the following valuation. Commencing with the June 30, 2012 valuation, any increase in
UAAL resulting from Plan amendments will be amortized over its own declining 15-year period; temporary
retirement incentives, including the impact of benefits resulting from additional service permitted in GC section
31641.04 (Golden Handshake) will be amortized over a declining period of up to five years. If an over funding
exists (i.e., the total of all UAAL becomes negative so that there is a surplus), such surplus and any subsequent
surpluses will be amortized over an “open” amortization period of 30 years. Any prior UAAL amortization
layers will be considered fully amortized, and any subsequent UAAL will be amortized over 20 years as the first
of a new series of amortization layers. The amortization policy components apply separately to each of
SBCERA's UAAL cost sharing groups.

For funding purposes, SBCERA’s actuarial valuation values the Plan’s assets at the fair value of assets less
unrecognized gains and losses from each of the last five years. Under this method, the assets used to
determine employer contribution rates consider fair value by recognizing the differences between the actual
market return and the expected market return over a five-year period.

Separate contribution rates are established by the Board for the General member survivor benefit provided by
the Plan. The costs of survivor benefits are based on an annual valuation conducted by an independent
actuary, and are equally shared between the participating employers and the active General members. The
contribution rates are calculated to provide for the ongoing cost of this benefit, plus any amounts necessary to
recognize any shortfall of reserves to the actuarial accrued liabilities associated with this benefit.
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NOTE 3 — CONTRIBUTION REQUIREMENTS (Continued)

For the survivor benefit valuation, the same amortization policy components as described on the previous page
and above apply, except that a level dollar methodology is used instead of a level percent of payroll. Survivor
benefit contribution rates for the years ended June 30, 2025 and 2024 are $0.90 and $0.92 per biweekly
employer pay period, respectively.

The tables below provide a summary of the employer and member contributions received for the years ended
June 30, 2025 and 2024. Participating employers satisfied 100% of the contribution requirements for the years
ended June 30, 2025 and 2024.

EMPLOYER CONTRIBUTIONS
For the Years Ended June 30, 2025 and 2024 (Amounts in Thousands)

Contribution Type o025 000

Actuarially Determined Contributions S 602127 S 580,735
Additional Contributions toward UAAL Prepayment 792 12,657
Survivor Benefit Contributions 477 462
Total Employer Contributions $ 603,396 |S 593,854
MEMBER CONTRIBUTIONS

For the Years Ended June 30, 2025 and 2024 (Amounts in Thousands)

Contribution Type 205 000

Actuarially Determined Contributions - Member Paid § 205735 $ 198,985
Actuarially Determined Contributions - Employer Paid 2,017 2,226
Survivo