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Certified
Public
Accountants

Independent Auditor’s Report

To the Members of the

San Bernardino County Employees’ Retirement Association
Board of Retirement

San Bernardino, California

We have audited the accompanying schedules of employer allocations of the San Bernardino
County Employees’ Retirement Association (SBCERA) Cost-Sharing Multiple-Employer Defined
Benefit Pension Plan (the Plan) as of and for the years ended June 30, 2017 and 2016, and the
related notes. We have also audited the total for all entities of the columns titled net pension
liability, total deferred outflows of resources, total deferred inflows of resources, and total pension
expense (specified column totals) included in the accompanying schedules of pension amounts
by employer of the Plan as of and for the years ended June 30, 2017 and 2016, and the related
notes.

Management's Responsibility for the Schedules

Management is responsible for the preparation and fair presentation of these schedules 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 the schedules that are free from material misstatement,
whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express opinions on the schedules of employer allocations and the
specified column totals included in the schedules of pension amounts by employer based on our
audits. We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the schedules of employer allocations and specified column
totals included in the schedules of pension amounts by employer are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the schedules of employer allocations and specified column totals included in the
schedules of pension amounts by employer. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the schedules of
employer allocations and specified column totals included in the schedules of pension amounts
by employer, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the schedules
of employer allocations and specified column totals included in the schedules of pension amounts
by employer in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.

Macias Gini & O'Connell LLP

700 South Flower St., Suite 800
Los Angeles, CA 90017 www.mgocpa.com



Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the schedules of employer
allocations and specified column totals included in the schedules of pension amounts by
employer.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our opinion, the schedules referred to above present fairly, in all material respects, the employer
allocations and net pension liability, total deferred outflows of resources, total deferred inflows of
resources, and total pension expense for the total of all participating entities for the San
Bernardino County Employees’ Retirement Association Cost Sharing Multiple-Employer Defined
Benefit Pension Plan as of and for the years ended June 30, 2017 and 2016, in accordance with
accounting principles generally accepted in the United States of America.

Other Matter

We have audited, in accordance with auditing standards generally accepted in the United States
of America, the financial statements of SBCERA as of and for the years ended June 30, 2017 and
2016, and our reports thereon, dated November 28, 2017 and November 17, 2016, expressed
unmodified opinions on those financial statements.

Restriction on Use

Our report is intended solely for the information and use of the SBCERA management, the Board
of Retirement, the Plan employers and their auditors and is not intended to be and should not be
used by anyone other than these specified parties.

Mau:fas éhf ,C(/ O Comel @

Los Angeles, California
June 11, 2018



San Bernardino County Employees’ Retirement Association
A Cost-Sharing Multiple-Employer Defined Benefit Pension Plan
Schedules of Employer Allocations
For the Years Ended June 30, 2017 and 2016

June 30, 2017"
Employer Total Allocated Employer
Employer Contribution Net Pension Proportionate

Employer Contributions  Percentage Liability Share
Barstow Fire Protection District $ 1,248,324 0.347% $ 9,958,070 0.378%
California Electronic Recording Transaction Network
Authority 73,871 0.021% 507,723 0.019%
California State Association of Counties 3,461,330 0.963% 26,292,053 0.998%
City of Big Bear Lake 2,410,983 0.671% 18,653,622 0.708%
City of Chino Hills 4,383,343 1.220% 33,213,659 1.260%
County of San Bernardino 303,843,225 84.552% 2,180,860,158 82.749%
Crestline Sanitation District 298,547 0.083% 2,023,707 0.077%
Department of Water and Power of the City of Big
Bear Lake 795,632 0.221% 6,020,247 0.228%
Hesperia Recreation and Park District 438,461 0.122% 3,284,987 0.125%
Inland Library System 13,209 0.004% 98,682 0.004%
Law Library for San Bernardino County 89,241 0.025% 668,517 0.025%
Local Agency Formation Commission 114,405 0.032% 864,960 0.033%
Mojave Desert Air Quality Management District 1,329,598 0.370% 10,094,423 0.383%
San Bernardino County Transportation Authority 1,964,977 0.547% 14,926,497 0.566%
South Coast Air Quality Management District 23,319,256 6.489% 214,076,570 8.123%
Superior Court of California County of San
Bernardino 15,570,697 4.333% 113,960,482 4.324%

Total $ 359,355,096 100.000% $ 2,635,504,357 100.000%

6/30/2016'
Employer Total Allocated Employer
Employer Contribution Net Pension Proportionate

Employer Contributions  Percentage Liability Share
Barstow Fire Protection District $ 1,407,336 0.415% $ 12,781,554 0.518%
California Electronic Recording Transaction Network
Authority 70,005 0.021% 472,814 0.019%
California State Association of Counties 3,362,895 0.991% 23,479,712 0.951%
City of Big Bear Lake 2,286,616 0.674% 17,695,050 0.717%
City of Chino Hills 4,221,573 1.243% 29,404,282 1.191%
County of San Bernardino 286,961,484 84.522% 2,051,294,555 83.108%
Crestline Sanitation District 311,859 0.092% 2,084,813 0.084%
Department of Water and Power of the City of Big
Bear Lake 797,622 0.235% 5,549,574 0.225%
Hesperia Recreation and Park District 522,013 0.154% 3,595,827 0.146%
Inland Library System 13,351 0.004% 91,918 0.004%
Law Library for San Bernardino County 106,195 0.031% 733,197 0.030%
Local Agency Formation Commission 110,664 0.033% 769,173 0.031%
Mojave Desert Air Quality Management District 1,326,230 0.391% 9,252,237 0.375%
San Bernardino County Transportation Authority 1,939,956 0.571% 13,543,950 0.549%
South Coast Air Quality Management District 21,089,956 6.212% 199,589,723 8.086%
Superior Court of California County of San
Bernardino 14,982,656 4.413% 97,899,581 3.966%

Total $ 339,510,410 100.000% $ 2,468,237,961 100.000%

(1) Date listed is the measurement date. See Note 2-Summary of Significant Accounting and Financial Reporting Policies

for further information.

The accompanying notes are an integral part of these schedules. Results may not total due to rounding.
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San Bernardino County Employees' Retirement Association
A Cost-Sharing Multiple-Employer Defined Benefit Pension Plan
Notes to the Schedules of Employer Allocations and
Schedules of Pension Amounts by Employer
As of and for the Years Ended June 30, 2017 and 2016

Note 1 — Plan Description

The San Bernardino County Employees' Retirement Association (SBCERA) administers the
SBCERA pension plan - a cost-sharing multiple-employer defined benefit pension plan (the Plan).
SBCERA provides retirement, disability, death, and survivor benefits to General and Safety (law
enforcement and fire suppression) Plan members (members), who are employed by 17 active
participating employers (including SBCERA), and 3 withdrawn employers. SBCERA operates
under the provisions of the California County Employees Retirement Law of 1937, the California
Public Employees' Pension Reform Act of 2013, and the regulations, procedures, and policies
adopted by SBCERA's Board of Retirement (Board).

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 County of San
Bernardino's 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 County of
San Bernardino Treasurer is an ex-officio member who has designated one alternate. SBCERA
publishes its own Comprehensive Annual Financial Report (CAFR) which is available on
SBCERA's website at www.SBCERA.org.

SBCERA administers benefits for two membership classifications, General and Safety, and those
benefits are tiered based upon date of SBCERA membership. Generally, those who become
members prior to January 1, 2013 are Tier 1 members. All other members are Tier 2. Employees
become eligible for membership on their first day of employment (when appointed to a regular
position, whose service is greater than fifty percent of the full standard of hours), 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 available on SBCERA's website at
www.SBCERA.org.

NOTE 2 - Summary of Significant Accounting and Financial Reporting Policies

Employers participating in SBCERA are required to report pension information in their financial
statements in accordance with Governmental Accounting Standards Board (GASB) Statement
No. 68 (GASB 68), Accounting and Financial Reporting for Pensions. The Schedules of Employer
Allocations, Schedules of Pension Amounts by Employer, and the accompanying notes to these
schedules (Pension Schedules) provide SBCERA participating employers with the required
pension information for financial reporting.

The underlying financial information used to prepare the Pension Schedules is based on
SBCERA’s financial statements, which are prepared using the accrual basis of accounting, in
accordance with accounting principles generally accepted in the United States of America, as
applicable to governmental organizations. In doing so, SBCERA adheres to the reporting
requirements established by GASB. Employer and member contributions are recognized in the
period in which the contributions are due, pursuant to statutory requirements. Benefits and
refunds are recognized when due and payable in accordance with the terms of the Plan.



San Bernardino County Employees' Retirement Association
A Cost-Sharing Multiple-Employer Defined Benefit Pension Plan
Notes to the Schedules of Employer Allocations and
Schedules of Pension Amounts by Employer
As of and for the Years Ended June 30, 2017 and 2016
(Continued)

NOTE 2 - Summary of Significant Accounting and Financial Reporting Policies (Continued)

For the Pension Schedules, the net pension liability (NPL) was measured as of June 30, 2017
and 2016, for the SBCERA employer reporting dates of June 30, 2018 and 2017, respectively.
The NPL was determined based upon the results of an actuarial valuation as of June 30, 2017
and 2016, respectively. Plan fiduciary net position and the total pension liability (TPL) were valued
as of the measurement dates. Consistent with the provisions of GASB 68, the fiduciary net
position and liabilities measured as of June 30, 2017 and 2016 are not adjusted or rolled forward
to June 30, 2018 and 2017 reporting dates, respectively.

Results shown in the Pension Schedules exclude any employer contributions made after the
measurement dates of June 30, 2017 and 2016, respectively.

NOTE 3 - Net Pension Liability

The components of NPL of participating employers as of June 30, 2017 and 2016 are shown as
follows:

Net Pension Liability of Participating Employers

Measurement Date
June 30, 2017 June 30, 2016

Total pension liability (a) $11,923,945,718 $10,665,211,907
Plan fiduciary net position (b) 9,288,441,361 8,196,973,946
Net pension liability (a-b) $ 2,635,504,357 $ 2,468,237,961

Plan fiduciary net position as a percentage of the total pension
liability (b/a) 77.90% 76.86%

Actuarial Assumptions

The actuarial assumptions used to determine TPL as of June 30, 2017 and 2016, were based on
the results of the June 30, 2017 and 2014 Actuarial Experience Studies (experience study),
respectively, which covered the periods from July 1, 2013 through June 30, 2016 for the 2017
experience study, and from July 1, 2010 through June 30, 2013 for the 2014 experience study.
They are the same assumptions used in the June 30, 2017 and 2016 actuarial valuations,
respectively. Key assumptions used in the actuarial valuations are presented on the next page.



San Bernardino County Employees' Retirement Association
A Cost-Sharing Multiple-Employer Defined Benefit Pension Plan
Notes to the Schedules of Employer Allocations and
Schedules of Pension Amounts by Employer
As of and for the Years Ended June 30, 2017 and 2016
(Continued)

NOTE 3 - Net Pension Liability (Continued)

Key Methods and Assumptions Used in Valuation of Total Pension Liability

Valuation Date June 30, 2017 June 30, 2016
Actuarial Experience Study 3 Year Period Ending June 30, 2016 3 Year Period Ending June 30, 2013
Actuarial Assumptions:

Discount Rate' 7.25% 7.50%
Inflation 3.00% 3.25%
Projected Salary Increases? General: 4.50% to 14.50% General: 4.60% to 13.75%
Safety: 4.70% to 14.50% Safety: 4.55% to 13.75%
. . Contingent upon consumer price Contingent upon consumer price
Cost-of-Living Adjustments - 1o with a 2.00% maximum index with a 2.00% maximum
Administrative Expenses 0.70% of payroll 0.60% of payroll

(1) Includes inflation at 3.00% and 3.25% for the valuation dated June 30, 2017 and 2016, respectively, and is net of pension plan
investment expense.

(2) Includes inflation at 3.00% and 3.25% for the valuation dated June 30, 2017 and 2016, respectively, real "across the board" salary
increases of 0.50%, plus merit and promotional increases. Amounts vary by service.

Mortality Rates

Mortality rates used in the actuarial valuation dated June 30, 2017 are based on the Headcount-
Weighted RP 2014 Healthy Annuitant Mortality Table projected generationally using the two-
dimensional mortality improvement scale MP-2016. For healthy General male members, the ages
are set forward one year. No adjustment is made for healthy General female members. For all
healthy and disabled Safety members, the ages are set back one year. For all General members
that are disabled, the ages are set forward seven years. Beneficiaries are assumed to have the
same mortality as a General member of the opposite sex who is receiving a service (non-disability)
retirement.

Mortality rates used in the actuarial valuation dated June 30, 2016 are based on the RP-2000
Combined Healthy Mortality Table projected 20 years to 2020 using Projection Scale BB. For
healthy General members, no adjustments are made. For healthy Safety members, the ages are
set back two years for males and one year for females. For General members that are disabled,
the ages are set forward seven years for males and set forward eight years for females. For Safety
members that are disabled, the ages are set forward two years for males and females.
Beneficiaries are assumed to have the same mortality as a General member of the opposite sex
who is receiving a service (non-disability) retirement.



San Bernardino County Employees' Retirement Association
A Cost-Sharing Multiple-Employer Defined Benefit Pension Plan
Notes to the Schedules of Employer Allocations and
Schedules of Pension Amounts by Employer
As of and for the Years Ended June 30, 2017 and 2016
(Continued)

NOTE 4 - Proportionate Share

For the year ended June 30, 2016, the County Safety, South Coast Air Quality Management
District, and Superior Court actuarial cost groups (cost group) have only one active employer
each, so the entire NPL for those cost groups has been allocated to those employers. For all other
cost groups, the NPL is allocated based on the actual employer contributions within the cost
group. For the year ended June 30, 2017, the allocation of NPL is the same except that all
members in the Other Safety cost group transferred to the County Safety cost group. Therefore,
the NPL for the County Safety cost group is now allocated based on the actual employer
contributions within the cost group.

The steps used to determine each employer's proportionate share of pension amounts are as
follows:

1.

The NPL for each cost group is the TPL minus the Plan's fiduciary net position. The TPL
for each cost group is determined by actuarial valuation results calculated by SBCERA's
actuary, based on the actual participants in each cost group. The Plan's fiduciary net
position for each cost group was estimated by adjusting the Valuation Value of Assets
(VVA) for each cost group by the ratio of the total Plan fiduciary net position to total Plan
VVA. Any non-valuation reserves (such as the Burial Allowance Reserve), and the
Survivor Benefit reserve, are allocated amongst the cost groups based on each cost
groups VVA.

. Calculate ratio of employer's contributions to the total contributions for the cost group.

. The ratio is then multiplied by the NPL for the cost group to determine the employer's

proportionate share of the NPL for the cost group.

. The NPL associated with SBCERA (as the employer), and any surplus or remaining

unfunded liability from the withdrawn employers (after taking into account their fixed
payment agreement) have been reallocated to the remaining active employers, based on
each employer's NPL prior to the reallocation.

. The total allocated NPL for each employer is the sum of items 3 and 4 above.

. Proportionate share percentages are calculated by dividing each employer's allocated

NPL in item 5 by the total NPL for the Plan.
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NOTE 5 - Employer Contributions

The employer contributions used for each measurement date is a component of total employer
contributions presented in SBCERA's Statements of Changes in Fiduciary Net Position as follows:

Employer Contributions
(Amounts in Thousands)

Measurement Date
June 30, 2017 June 30, 2016

Actuarially determined contributions $ 360,478 $ 340,512
Less SBCERA's employer contributions (1,123) (1,002)

Actual employer contributions used as the basis for allocating employer's

proportionate share by actuarial cost group $ 359,355 $ 339,510

NOTE 6 - Long-Term Expected Real Rate of Return and Discount Rate

The long-term expected rate of return on Plan investments was determined using a building block
method in which expected future real rates of return (expected returns, net of inflation) are
developed for each major asset class. This information is combined to produce the long-term
expected rate of return by weighting the expected future real rates of return by the target asset
allocation percentage, and by adding expected inflation and subtracting expected investment
expenses and a risk margin. The target allocations approved by the Board, and projected
arithmetic real rates of return for each major asset class, after deducting inflation, but before
deducting investment expenses, used in the derivation of the long-term expected investment rate
of return assumptions as of June 30, 2017 and 2016, are summarized in the table below.

Long-Term Expected Real Rate of Return
As of June 30, 2017 and 2016

June 30, 2017 June 30, 2016
Long-Term Long-Term
Expected Real Expected Real
Target Rate of Return Target Rate of Return
Asset Class Investment Classification Allocation' (Arithmetic) Allocation' (Arithmetic)
Large cap U.S. equity Domestic common and preferred stock 8.00% 5.61% 5.00% 5.94%
Small cap U.S. equity Domestic common and preferred stock 2.00% 6.37% 2.00% 6.50%
Developed international equity Foreign common and preferred stock 6.00% 6.96% 6.00% 6.87%
Emerging market equity Foreign common and preferred stock 6.00% 9.28% 6.00% 8.06%
U.S. core fixed income U.S. Government and municipals/corporate bonds 2.00% 1.06% 2.00% 0.69%
High yield/credit strategies Corporate bonds/foreign bonds 13.00% 3.65% 13.00% 3.10%
Global core fixed income Foreign bonds 1.00% 0.07% 1.00% 0.30%
Emerging market debt Emerging market debt 6.00% 3.85% 6.00% 4.16%
Real estate Real estate 9.00% 4.37% 9.00% 4.96%
International credit Foreign alternatives 11.00% 6.75% 10.00% 6.76%
Absolute return Domestic alternatives/foreign alternatives 13.00% 3.56% 13.00% 2.88%
Other Real assets Domestic alternatives/foreign alternatives 5.00% 6.35% 6.00% 6.85%
Long/short equity Domestic alternatives/foreign alternatives 0.00% 0.00% 3.00% 4.86%
Private equity Domestic alternatives/foreign alternatives 16.00% 8.47% 16.00% 9.64%
Cash and equivalents Short-term cash investment funds 2.00% (0.17)% 2.00% (0.03)%
Total 100.00% 100.00%

(1) For actuarial purposes, target allocations only change once every three years based on the triennial actuarial experience study.
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NOTE 6 - Long-Term Expected Real Rate of Return and Discount Rate (Continued)

Discount Rate

The discount rates used to measure the TPL were 7.25% and 7.50% for the years ended
June 30, 2017 and 2016, respectively. The projection of cash flows used to determine the discount
rates assumed that contributions from participating employers and active members are made at
the actuarially determined contribution rates. For this purpose, only employer and member
contributions that are intended to fund benefits of current members and their beneficiaries are
included. Projected employer contributions that are intended to fund the service costs of future
members and their beneficiaries, as well as projected contributions from future members, are not
included. Based on those assumptions, the Plan’s fiduciary net position was projected to be
available to make all projected future benefit payments of current members. Therefore, the long-
term expected rate of return on Plan investments, of 7.25% and 7.50% were applied to all periods
of projected benefit payments to determine the TPL as of June 30, 2017 and 2016, respectively.

The tables on the next two pages present the allocated NPL of participating employers calculated
using the discount rates of 7.25% and 7.50% as of June 30, 2017 and 2016, respectively, as well
as what the employers' allocated NPL would be if it were calculated using a discount rate that is
1.00% lower or 1.00% higher than the current rates.

11



San Bernardino County Employees' Retirement Association
A Cost-Sharing Multiple-Employer Defined Benefit Pension Plan
Notes to the Schedules of Employer Allocations and
Schedules of Pension Amounts by Employer
As of and for the Years Ended June 30, 2017 and 2016

(Continued)

NOTE 6 - Long-Term Expected Real Rate of Return and Discount Rate (Continued)

Sensitivity of Net Pension Liability to Changes in the Discount Rate
As of June 30, 2017

Employer Current Discount

Proportionate 1% Decrease Rate 1% Increase
Employer Share 6.25% 7.25% 8.25%
Barstow Fire Protection District 0.378% $ 14,721,578 $ 9,958,070 $ 6,039,973
California Electronic Recording Transaction
Network Authority 0.019% 883,790 507,723 198,400
California State Association of Counties 0.998% 38,043,918 26,292,053 16,625,869
City of Big Bear Lake 0.708% 27,250,127 18,653,622 11,582,795
City of Chino Hills 1.260% 48,097,184 33,213,659 20,971,611
County of San Bernardino 82.749% 3,589,635,684 2,180,860,158  1,022,109,306
Crestline Sanitation District 0.077% 3,543,167 2,023,707 773,916
Department of Water and Power of the City
of Big Bear Lake 0.228% 8,721,925 6,020,247 3,798,054
Hesperia Recreation and Park District 0.125% 4,774,341 3,284,987 2,059,958
Inland Library System 0.004% 143,555 98,682 61,772
Law Library for San Bernardino County 0.025% 971,650 668,517 419,184
Local Agency Formation Commission 0.033% 1,253,448 864,960 545,420
Mojave Desert Air Quality Management
District 0.383% 14,608,735 10,094,423 6,381,295
San Bernardino County Transportation
Authority 0.566% 21,597,951 14,926,497 9,439,070
South Coast Air Quality Management District 8.123% 332,228,066 214,076,570 116,894,198
Superior Court of California County of San
Bernardino 4.324% 178,170,877 113,960,482 61,145,930

Total

Note: Results may not total due to rounding.

100.000% $ 4,284,645,997 $ 2,635,504,357 $1,279,046,750

The NPL under the 1% decrease and 1% increase scenarios reflect an estimate of the actual
proportionate share allocation that would be calculated for each employer under each scenario
as follows: Total plan TPL calculated under each scenario divided by the total plan TPL based on
a 7.25% discount rate, multiplied by each employer’s allocated TPL based on a 7.25% discount

rate less plan fiduciary net position.
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NOTE 6 - Long-Term Expected Real Rate of Return and Discount Rate (Continued)

Sensitivity of Net Pension Liability to Changes in the Discount Rate
As of June 30, 2016

Employer Current Discount

Proportionate 1% Decrease Rate 1% Increase
Employer Share 6.50% 7.50% 8.50%
Barstow Fire Protection District 0.518% $ 16,943,279 §$ 12,781,554 § 9,332,923
California Electronic Recording Transaction
Network Authority 0.019% 784,904 472,814 214,199
California State Association of Counties 0.951% 33,104,184 23,479,712 15,504,350
City of Big Bear Lake 0.717% 24,320,017 17,695,050 12,205,242
City of Chino Hills 1.191% 41,489,149 29,404,282 19,390,102
County of San Bernardino 83.108% 3,252,233,107 2,051,294,555  1,056,131,422
Crestline Sanitation District 0.084% 3,475,236 2,084,813 932,633
Department of Water and Power of the City
of Big Bear Lake 0.225% 7,833,131 5,549,574 3,657,295
Hesperia Recreation and Park District 0.146% 5,091,805 3,595,827 2,356,178
Inland Library System 0.004% 130,180 91,918 60,212
Law Library for San Bernardino County 0.030% 1,037,459 733,197 481,069
Local Agency Formation Commission 0.031% 1,086,033 769,173 506,606
Mojave Desert Air Quality Management
District 0.375% 13,048,162 9,252,237 6,106,727
San Bernardino County Transportation
Authority 0.549% 19,096,059 13,543,950 8,943,169
South Coast Air Quality Management District 8.086% 300,963,502 199,589,723 115,585,886
Superior Court of California County of San
Bernardino 3.966% 150,534,083 97,899,581 54,283,764

Total

Note: Results may not total due to rounding.

100.000% $ 3,871,170,289 $ 2,468,237,961 $1,305,691,776

The NPL under the 1% decrease and 1% increase scenarios reflects an estimate of the actual
proportionate share allocation that would be calculated for each employer under each scenario
as follows: Total plan TPL calculated under each scenario divided by the total plan TPL based on
a 7.50% discount rate, multiplied by each employer’s allocated TPL based on a 7.50% discount

rate less plan fiduciary net position.
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NOTE 7 - Collective Pension Expense and Deferred Outflows/Inflows of Resources

Changes in the collective NPL are included in collective pension expense in the measurement
period except as follows:

Average Expected Remaining Service Life

The average expected remaining service life of all employees that are provided with benefits
through the Plan is measured as of the beginning of the measurement period as follows:

1. Calculate each active employee's expected remaining service life as the present value of
$1 per year of future service at zero percent interest.

2. Set the remaining service life to zero for each non-active or retired member.

3. Divide the sum of the above amounts by the total number of active employee, non-active,
and retired members.

The average expected remaining service life is 6.20 and 6.24 years as of the measurement dates
of June 30, 2017 and 2016, respectively. The amounts calculated from the items below are
included in collective pension expense over the average expected remaining service life of all
employees that are provided with benefits through the Plan, over a closed period, beginning in
the current measurement period. The unamortized amounts not included in collective pension
expense are reported as collective deferred outflows of resources or deferred inflows of
resources.

1. Changes of assumptions.

2. Changes in proportion and differences between actual employer contributions and the
proportionate share of employer contributions.

3. Differences between expected and actual experience.
Investment Earnings on Plan Investments
The difference between projected and actual earnings on plan investments is included in
collective pension expense over a closed five-year period, beginning in the current measurement

period. The unamortized amount not included in collective pension expense is reported as
deferred outflows of resources or deferred inflows of resources.
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NOTE 8 - Collective Pension Expense

The components of collective pension expense, allocated to employers based on their
proportionate share, for the years ended June 30, 2017 and 2016, are as follows:

Components of Collective Pension Expense

Measurement Date
June 30, 2017 June 30, 2016

Service cost $ 300,779,648 $ 295,457,529
Interest on TPL 803,777,972 770,842,231
Amortization of current period difference between expected and

actual experience in the TPL (1,715,152) (24,277,680)
Amortization of current period changes of assumptions or other

inputs 106,889,355 -
SBCERA employer contributions (1,122,793) (1,001,206)
Member contributions (143,858,526) (139,132,004)
Projected earnings on plan investments (614,520,648) (620,574,772)
Amortization of current period differences between actual and

projected earnings on plan investments (96,735,477) 140,120,457
Administrative expense 13,163,171 10,233,264

Amortization of prior period differences between actual and

projected earnings on plan investments, expected and actual

experience in the TPL, and changes of assumptions for deferred

outflows 104,807,514 52,768,539
Amortization of prior period differences between actual and

projected earnings on plan investments, and expected and actual

experience in the TPL for deferred inflows (100,648,961) (164,452,764)

Total Collective Pension Expense $ 370,816,102 $ 319,983,594

Note: Results may not total due to rounding.
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NOTE 9 - Amortization of Deferred Outflows of Resources and Deferred Inflows of
Resources

The following components of outstanding deferred outflows of resources and deferred inflows of
resources are amortized pursuant to GASB 68, as of June 30, 2017 and 2016 as follows:

Deferred Outflows of Resources and Deferred Inflows of Resources

Measurement Date
June 30,2017 June 30, 2016

Deferred Outflows of Resources:

Changes of assumptions’ $ 673,498,488 $ 170,442,382
Net difference between projected and actual investment earnings

on pension plan investments? 95,692,511 534,673,395
Changes in proportion and differences between employer

contributions and proportionate share of contributions’ 48,053,292 53,476,123
Total Deferred Outflows of Resources $ 817,244291 $ 758,591,900

Deferred Inflows of Resources:

Difference between expected and actual experience’ $ 281,944859 $ 373,675,028
Changes in proportion and differences between employer

contributions and proportionate share of contributions’ 48,053,292 53,476,123
Total Deferred Inflows of Resources $ 329,998,151 $ 427,151,150

Note: Results may not total due to rounding.
(1) Amortized over the average of the expected remaining service lives of all employees.
(2) Amortized over a closed five-year period.

Deferred outflows of resources and deferred inflows of resources related to the Plan will be
recognized as components of pension expense as follows:

Recognition of Deferred Outflows of Resources and Deferred Inflows of Resources

Measurement Date

For the Reporting Date June 30: June 30, 2017 June 30, 2016
2018 N/A $ 4,158,552
2019 $ 99,226,033 90,787,308
2020 174,384,532 165,945,806
2021 113,245,920 104,807,195
2022 (19,992,743) (28,431,468)
2023 99,347,559 (5,826,643)
2024 21,034,840 -

Note: Results may not total due to rounding.
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NOTE 10 - Additional Financial and Actuarial Information

Additional information supporting the preparation of the Pension Schedules is located in
SBCERA's CAFR, which contains audited financial statements and required supplementary
information, as well as information on the Plan's actuarial valuations. The CAFR and actuarial
valuations are available on SBCERA's website at www.SBCERA.org, or a copy may be obtained
by submitting a request to:

San Bernardino County Employees’ Retirement Association

348 West Hospitality Lane, Third Floor
San Bernardino, CA 92415
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