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EXHIBIT 7-A

Actuarial Certification

This report provides disclosure and reporting information as required under Governmental Accounting Standards
Board Statement 68 (GASB 68) for the Miscellaneous Risk Pool, which is part of the Public Agency Cost-Sharing
Multiple-Employer Defined Benefit Pension Plan (PERF C) administered by the California Public Employees’ Retirement
System (CalPERS), for the measurement period ended June 30, 2018.

This report is to be viewed solely for the purpose of financial accounting requirements. Any usage of the contents
provided in this report for purposes other than financial accounting requirements would be inappropriate.

This accounting report relies on liabilities and related validation work performed by the CalPERS Actuarial Office as
part of the June 30, 2017 annual funding valuation. The census data and benefit provisions underlying the liabilities
were prepared as of June 30, 2017 and certified as part of the annual funding valuation by the CalPERS Actuarial
Office. The June 30, 2017 liabilities, which were rolled forward to June 30, 2018 and used for this accounting report,
are based on actuarial assumptions adopted by the CalPERS Board of Administration and consistent with the
requirements of GASB 68. The assumptions and methods are internally consistent and reasonable for PERF C. The
asset information used in this accounting report is provided by the CalPERS Financial Office.

With the provided liability and asset information, the total pension liability, net pension liability, deferred inflows and
outflows and pension expense were developed for the measurement period using standard actuarial techniques.

The undersigned are actuaries for CalPERS, who are members of the American Academy of Actuaries and the Society
of Actuaries and meet the Qualification Standards of the American Academy of Actuaries to render the actuarial
opinion contained herein.

CHYNA KWOK, FSA, EA, FCA, MAAA
Senior Pension Actuary, CalPERS
CalPERS Actuarial Office

CHEUK KIU (JET) AU, ASA, MAAA
Senior Pension Actuary, CalPERS
CalPERS Actuarial Office




EXHIBIT 7-A

Introduction

This is the GASB 68 accounting report for the Miscellaneous Risk Pool for the measurement date June 30, 2018. The
public agency cost-sharing multiple-employer defined benefit pension plan (PERF C or the Plan) is administered by
the California Public Employees’ Retirement System (CalPERS). PERF C consists of a miscellaneous pool and a safety
pool (also referred to as “risk pools”), which are comprised of individual employer miscellaneous and safety rate
plans, respectively. Individual employers may sponsor more than one miscellaneous and safety rate plan. The
employer participates in one cost-sharing multiple-employer defined benefit pension plan regardless of the number of
rate plans the employer sponsors. Each employer should combine information provided for their participation in the
miscellaneous and/or safety pools to report them as one Plan in their financial statements.

GASB 68 requires that the reported results must pertain to liability and asset information within certain defined
timeframes. For this report, the following timeframes are used.

Valuation Date June 30, 2017
Measurement Date June 30, 2018

Measurement Period June 30, 2017 to June 30, 2018
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Changes in the Miscellaneous Risk Pool Net Pension

Liability

The following table shows the changes in net pension liability recognized over the measurement period.

Increase (Decrease)

Tota_l ngsion Fic?lllscli(a':\(;(l)\llet ] Ngt_ Pension
Liability Position Liability/ (Asset)
(a) (b) (c) = (@) —(b)

Balance at: 06/30/2017 $16,016,547,402 $12,074,499,781 $3,942,047,621
Beginning of Year Adjustment $0 $0 $0
Adjusted Balance at: 06/30/2017 $16,016,547,402 $12,074,499,781 $3,942,047,621
Changes Recognized for the
Measurement Period:

Service Cost $407,076,006 $407,076,006

Interest on Total Pension Liability 1,137,707,944 1,137,707,944

Changes of Benefit Terms 668,327 668,327

Changes of Assumptions (142,903,842) (142,903,842)

Differences between Expected and

Actual Experience 196,241,321 196,241,321

Net Plan to Plan Resource Movement $117,542,123 (117,542,123)

Contributions — Employer 499,847,617 (499,847,617)

Contributions — Employees 176,831,116 (176,831,116)

Net Investment Income 1,031,712,614 (1,031,712,614)

Benefit Payments, including Refunds of

Employee Contributions (724,183,949) (724,183,949) 0

Administrative Expense (18,561,192) 18,561,192

Other Miscellaneous Income/(Expense)! (35,248,018) 35,248,018
Net Changes during 2017-18 $874,605,807 $1,047,940,311 $(173,334,504)
Balance at: 06/30/2018 $16,891,153,209 $13,122,440,092 $3,768,713,117

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

Discount Rate -1% | Current Discount Rate | Discount Rate + 1%
6.15% 7.15% 8.15%
Risk Pool’s Net Pension
Liability/(Asset) $6,053,599,297 $3,768,713,117 $1,882,577,074

1 During Fiscal Year 2017-18, as a result of Governmental Accounting Standards Board Statement (GASB) No. 75, Accounting
and Financial Reporting for Postemployment Benefit Plans Other than Pensions (GASB 75), CalPERS reported its proportionate
share of activity related to postemployment benefits for participation in the State of California’s agent OPEB plan. Accordingly,

CalPERS recorded a one-time expense as a result of the adoption of GASB 75.

Additionally, CalPERS employees participate in various State of California agent pension plans and during Fiscal Year 2017-18,
CalPERS recorded a correction to previously reported financial statements to properly reflect its proportionate share of activity
related to pensions in accordance with GASB Statement No. 68, Accounting and Financial Reporting for Pensions (GASB 68).




EXHIBIT 7-A

Pension Expense/(Income) for Measurement
Period Ended June 30, 2018

Description Amount
Service Cost $407,076,006
Interest on Total Pension Liability 1,137,707,944
Changes of Benefit Terms 668,327
Recognized Changes of Assumptions 150,123,868
Recognized Differences between Expected and Actual Experience 29,063,689
Net Plan to Plan Resource Movement (117,542,123)
Employee Contributions (176,831,116)
Projected Earnings on Pension Plan Investments (862,225,876)
Recognized Differences between Projected and Actual Earnings on Plan Investments (36,968,261)
Administrative Expense 18,561,192
Other Miscellaneous (Income)/Expense! 35,248,018

Total Pension Expense/(Income) $584,881,668

1 During Fiscal Year 2017-18, as a result of Governmental Accounting Standards Board Statement (GASB) No. 75, Accounting
and Financial Reporting for Postemployment Benefit Plans Other than Pensions (GASB 75), CalPERS reported its proportionate
share of activity related to postemployment benefits for participation in the State of California’s agent OPEB plan. Accordingly,
CalPERS recorded a one-time expense as a result of the adoption of GASB 75.

Additionally, CalPERS employees participate in various State of California agent pension plans and during Fiscal Year 2017-18,
CalPERS recorded a correction to previously reported financial statements to properly reflect its proportionate share of activity
related to pensions in accordance with GASB Statement No. 68, Accounting and Financial Reporting for Pensions (GASB 68).

Note: Employers should also include changes in proportion and differences between actual and proportionate share
of contributions in the pension expense computation.
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Deferred Outflows and Deferred Inflows of Resources
Related to Pensions

The following table presents deferred outflows and deferred inflows of resources related to pensions as of June 30,
2018. Note that no adjustments have been made for contributions subsequent to the measurement date. Appropriate
treatment of any contributions made after the measurement date is the responsibility of the employer. Employers are
also responsible for determining the difference between the employers’ actual and allocated contributions and
changes in proportion.

Deferred Outflows of Deferred Inflows of
Resources Resources
Changes of Assumptions $429,644,509 $(105,297,568)
Differences between Expected and Actual Experience 144,598,868 (49,206,108)
Net Difference between Projected and Actual Earnings on
Pension Plan Investments 18,631,550 0
Total $592,874,927 $(154,503,676)

Amounts reported as deferred outflows and deferred inflows of resources related to pensions will be recognized in
future pension expense as follows:

Measurement Periods. | o, tfguws (inflows)

of Resources

2019 $370,302,019

2020 214,375,541

2021 (112,408,963)

2022 (33,897,346)
2023 0
Thereafter 0

Note: For employers with June 30 year-end, the fiscal year will be one year later than the measurement period. For
example, the 2019 measurement period presented in the above table will be listed as year 2020 in the employer’s
fiscal year ending June 30, 2019 financial statements.

Expected Average Remaining Service Lifetime (EARSL)

The EARSL for PERF C for the measurement date ending June 30, 2018 is 3.8 years, which was obtained by dividing
the total service years of 516,147 (the sum of remaining service lifetimes of the active employees) by 135,474 (the
total number of participants: active, inactive, and retired) in PERF C. Inactive employees and retirees have remaining
service lifetimes equal to 0. Total future service is based on the members’ probability of decrementing due to an
event other than receiving a cash refund.




EXHIBIT 7-A

Required Supplementary Information

Summary of Changes of Benefits or Assumptions

Benefit Changes: There were no changes to benefit terms that applied to all members of the Public Agency Pool.
However, individual employers in the Plan may have provided a benefit improvement to their employees by granting
Two Years Additional Service Credit to members retiring during a specified time period (a.k.a. Golden Handshakes).
Employers that have done so may need to report this information as a separate liability in their financial statement as
CalPERS considers such amounts to be separately financed employer-specific liabilities. These employers should
consult with their auditors.

Changes of Assumptions: In 2018, demographic assumptions and inflation rate were changed in accordance to the
CalPERS Experience Study and Review of Actuarial Assumptions December 2017. There were no changes in the
discount rate.

Employers should refer to CalPERS’ Comprehensive Annual Financial Report for the fiscal year ended June 30, 2018,
which may be accessed on the CalPERS website at www.calpers.ca.gov, to obtain the required supplementary
information for proper financial reporting.
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Appendices

e Appendix A - Risk Pool Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions

e Appendix B - Interest and Total Projected Earnings

e Appendix C - Schedule of Collective Pension Amounts
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Appendix A

Risk Pool Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions

e Schedule of Changes of Assumptions

o Deferred Outflows of Resources and Deferred Inflows of Resources arising from Changes of
Assumptions

e Schedule of Differences between Expected and Actual Experience

o Deferred Outflows of Resources and Deferred Inflows of Resources arising from Differences
between Expected and Actual Experience

e Schedule of Differences between Projected and Actual Earnings on Pension Plan
Investments

o Deferred Outflows of Resources and Deferred Inflows of Resources arising from Differences
between Projected and Actual Earnings on Pension Plan Investments

e Summary of Recognized Deferred Outflows of Resources and Deferred Inflows of Resources



Schedule of Changes of Assumptions

EXHIBIT 7-A

Increase (Decrease) in Pension Expense arising from the Recognition of the
Effects of Changes of Assumptions

Remaining
Recognition
Measurement Changes of Period
Date Assumptions (Years) 2018 2019 2020 2021 2022 2023 Thereafter
2014 $0 0 $0 $0 $0 $0 $0 $0 $0
2015 (242,065,946) 0.8 (50,961,251) 0 0 0 0 0
2016 0 0 0 0 0 0 0 0
2017 907,027,295 2.8 238,691,393 238,691,393 190,953,116 0
2018 (142,903,842) 3.8 (37,606,274) (37,606,274) (37,606,274) (30,085,020) 0 0
Net Increase (Decrease) in Pension Expense $150,123,868 $201,085,119 $153,346,842 $(30,085,020) $0 $0 $0
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Deferred Outflows of Resources and Deferred Inflows of Resources arising from Changes of Assumptions

Increase in Total

Balances at June 30, 2018

Amounts Recognized in

Decrease in Total Pension Expense through

Deferred Outflows of

Deferred Inflows of

Measurement Pension Liability Pension Liability June 30, 2018 Resources Resources
Date (@) (b) (© (@)-(q) (b) - (<)
2014 $0 $0 $0 $0 $0
2015 0 (242,065,946) (242,065,946) 0 0
2016 0 0 0 0 0
2017 907,027,295 0 477,382,786 429,644,509 0
2018 0 (142,903,842) (37,606,274) 0 (105,297,568)
$429,644,509 $(105,297,568)
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Schedule of Differences between Expected and Actual Experience

Increase (Decrease) in Pension Expense arising from the Recognition of the Effects of

Differences between Expected and Actual Experience

Differences Remaining
between Recognition
Measurement Expected and Period
Date Actual Experience  (Years) 2018 2019 2020 2021 2022 2023 Thereafter
2014 $0 0 $0 $0 $0 $0 $0 $0 $0
2015 25,585,821 0.8 5,386,488 0 0 0 0
2016 (3,805,440) 1.7 (1,028,497) (719,949) 0 0 0
2017 (102,359,669) 2.8 (26,936,755) (26,936,755) (21,549,404) 0 0
2018 196,241,321 3.8 51,642,453 51,642,453 51,642,453 41,313,962 0
Net Increase (Decrease) in Pension Expense $29,063,689 $23,985,749 $30,093,049 $41,313,962 $0 $0 $0
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Deferred Outflows of Resources and Deferred Inflows of Resources arising from Differences between Expected and Actual Experience

Amounts Recognized in

Balances at June 30, 2018

Experience Experience Pension Expense through Deferred Outflows Deferred Inflows
Measurement Losses Gains June 30, 2018 of Resources of Resources
Date (a) (b) () (@)—(c) (b)—(c)
2014 $0 $0 $0 $0 $0
2015 25,585,821 0 25,585,821 0 0
2016 0 (3,805,440) (3,085,491) 0 (719,949)
2017 0 (102,359,669) (53,873,510) 0 (48,486,159)
2018 196,241,321 0 51,642,453 144,598,868 0
$144,598,868 $(49,206,108)
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Schedule of Differences between Projected and Actual Earnings on Pension Plan Investments

Differences
between
Projected and

Remaining

Actual Earnings Recognition

Increase (Decrease) in Pension Expense arising from the Recognition of the Differences

between Projected and Actual Earnings on Pension Plan Investments

Measurement on Pension Plan Period
Date Investments (Years) 2018 2019 2020 2021 2022 2023 Thereafter
2014 $(910,997,066) 1.0 $(182,199,414) $0 $0 $0 $0 $0 $0
2015 571,477,513 2.0 114,295,503 114,295,501 0 0 0 0 0
2016 772,867,770 3.0 154,573,554 154,573,554 154,573,554 0 0 0 0
2017 (448,702,781) 4.0 (89,740,556) (89,740,556) (89,740,556) (89,740,557) 0 0 0
2018 (169,486,738) 5.0 (33,897,348) (33,897,348) (33,897,348) (33,897,348) (33,897,346) 0 0
Net Increase (Decrease) in Pension Expense $(36,968,261) $145,231,151 $30,935,650 $(123,637,905) $(33,897,346) $0 $0
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Deferred Outflows of Resources and Deferred Inflows of Resources arising from Differences between Projected and Actual Earnings on
Pension Plan Investments

Balances at June 30, 2018

Investment Earnings Investment Earnings Amounts Recognized in
less than greater than Pension Expense through Deferred Outflows of Deferred Inflows of
Measurement Projected Projected June 30, 2018 Resources Resources

Date (@) (b) (O] (d) = (a) —(c) (e) = (b) —(c)
2014 $0 $(910,997,066) $(910,997,066) $0 $0
2015 571,477,513 0 457,182,012 114,295,501 0
2016 772,867,770 0 463,720,662 309,147,108 0
2017 0 (448,702,781) (179,481,112) 0 (269,221,669)
2018 0 (169,486,738) (33,897,348) 0 (135,589,390)

$423,442,609 $(404,811,059)

Net Deferred Outflows/(Inflows) of Resources
(d) + (e)
$18,631,550

Note: GASB 68 paragraph 33 requires that deferred outflows of resources and deferred inflows of resources arising from differences between projected and
actual pension plan investment earnings in different measurement periods should be aggregated and reported as a net deferred outflow or inflow.




EXHIBIT 7-A

Summary of Recognized Deferred Outflows of Resources and Deferred Inflows of Resources

Net Increase (Decrease) in Pension Expense

2018 2019 2020 2021 2022 2023 Thereafter

Changes of Assumptions $150,123,868 $201,085,119 $153,346,842 $(30,085,020) $0 $0 $0
Differences between Expected and Actual

Experience 29,063,689 23,985,749 30,093,049 41,313,962 0 0 0
Net Differences between Projected and

Actual Earnings on Pension Plan

Investments (36,968,261) 145,231,151 30,935,650 (123,637,905) (33,897,346) 0 0
Grand Total $142,219,296 $370,302,019 $214,375,541 $(112,408,963) $(33,897,346) $0 $0
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Appendix B

Interest and Total Projected Earnings

e Risk Pool Interest on Total Pension Liability and Total Projected Earnings



EXHIBIT 7-A

Risk Pool Interest on Total Pension Liability and Total Projected Earnings

Amount for Portion of Interest Interest on the
Interest on Total Pension Liability Period Period Rate Total Pension Liability
(a) (b) (c) (a) X (b) X (c)
Beginning Total Pension Liability $16,016,547,402 100% 7.15% $1,145,183,139
Changes of Benefit Terms 668,327 100% 7.15% 47,785
Changes of Assumptions (142,903,842) 100% 7.15% (10,217,625)
Difference between Expected and Actual Experience 196,241,321 100% 7.15% 14,031,254
Service Cost 407,076,006 50% 7.15% 14,552,967
Benefit Payments, including Refunds of Employee Contributions (724,183,949) 50% 7.15% (25,889,576)
Total Interest on Total Pension Liability $1,137,707,944
Amount for Portion of Projected
Projected Earnings on Pension Plan Investments Period Period Rate of Return  Projected Earnings
(a) (b) (c) (a) X (b) X (c)
Beginning Plan Fiduciary Net Position excluding Receivables! $12,050,989,330 100% 7.15% $861,645,737
Net Plan to Plan Resource Movement 117,542,123 50% 7.15% 4,202,131
Employer Contributions 499,847,617 50% 7.15% 17,869,552
Employee Contributions 176,831,116 50% 7.15% 6,321,712
Benefit Payments, including Refunds of Employee Contributions (724,183,949) 50% 7.15% (25,889,576)
Administrative Expense (18,561,192) 50% 7.15% (663,563)
Other Miscellaneous Income/(Expense)? (35,248,018) 50% 7.15% (1,260,117)
Total Projected Earnings $862,225,876

1 Included any beginning of year adjustment. Contribution receivables for employee service buybacks, totaling $(23,510,451) as of June 30, 2017, were excluded for purposes of

calculating projected earnings on pension plan investments.

2 During Fiscal Year 2017-18, as a result of Governmental Accounting Standards Board Statement (GASB) No. 75, Accounting and Financial Reporting for Postemployment Benefit
Plans Other than Pensions (GASB 75), CalPERS reported its proportionate share of activity related to postemployment benefits for participation in the State of California’s agent
OPEB plan. Accordingly, CalPERS recorded a one-time expense as a result of the adoption of GASB 75.

Additionally, CalPERS employees participate in various State of California agent pension plans and during Fiscal Year 2017-18, CalPERS recorded a correction to previously
reported financial statements to properly reflect its proportionate share of activity related to pensions in accordance with GASB Statement No. 68, Accounting and Financial

Reporting for Pensions (GASB 68).
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Appendix C

Schedule of Collective Pension Amounts

e Schedule of Collective Pension Amounts for PERF C, as of the Measurement Date June 30,
2018



EXHIBIT 7-A

Schedule of Collective Pension Amounts for PERF C, as of the Measurement Date June 30, 2018

Miscellaneous Safety Total
Total Pension Liability $16,891,153,209 |  $22,053,702,155 $38,944,855,364
Plan Fiduciary Net Position $13,122,440,092 $16,186,149,467 $29,308,589,559
Net Pension Liability $3,768,713,117 | $5,867,552,688 | $9,636,265,805
Deferred Outflows of Resources
Changes of Assumptions 429,644,509 575,709,251 1,005,353,760
Differences between Expected and Actual Experience 144,598,868 126,073,916 270,672,784
Net Difference between Projected and Actual Investment Earnings on Pension Plan
Investments 18,631,550 39,726,080 58,357,630
Total Deferred Outflows of Resources Excluding Employer Specific Amounts? 592,874,927 741,509,247 1,334,384,174
Deferred Inflows of Resources
Changes of Assumptions (105,297,568) (77,673,473) (182,971,041)
Differences between Expected and Actual Experience (49,206,108) (478,255) (49,684,363)
Net Difference between Projected and Actual Investment Earnings on Pension Plan
Investments 0 0 0
Total Deferred Inflows of Resources Excluding Employer Specific Amounts? (154,503,676) (78,151,728) (232,655,404)
Plan Pension Expense $584,881,668 $979,582,204 $1,564,463,872

1 No adjustments have been made for employer specific amounts such as changes in proportion, differences between employer contributions and proportionate share of
contributions, and contributions to the Plan subsequent to the measurement date as defined in paragraphs 54, 55, and 57 of GASB 68. Appropriate treatment of such amounts is

the responsibility of the employer.
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