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OUR MISSION 

The Santa Barbara County Employees’ Retirement System is committed 
to fulfilling its fiduciary responsibility by providing the highest quality of 
service to all members and participating employers, and protecting 
promised benefits through prudent investing, while ensuring reasonable 
expenses of administration. 
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LETTER OF TRANSMITTAL 

 

Santa Barbara County Employees’ Retirement System         Gregory E. Levin, Chief Executive Officer 

 

December 1, 2023 

 

Board of Retirement 

Santa Barbara County Employees’ Retirement System   

130 Robin Hill Road, Suite 100 

Goleta, CA 93117 

 

Dear Board Members: 

I am pleased to submit this Annual Comprehensive Financial Report (ACFR) of the Santa Barbara County 
Employees’ Retirement System (SBCERS or the System) for the Fiscal Year Ended June 30, 2023. SBCERS is 
a pension fund for the employees of Santa Barbara County and other local agencies. This report is 
intended to provide readers with complete and reliable information about SBCERS’ financial status, 
compliance with the law and administrative policy. 

The pension fund portfolio experienced a market rate of return 
of 7.11% (net of fees) for the fiscal year ended June 30, 2023. 
As of June 30, 2023, the SBCERS’ Total Net Position Restricted 
for Benefits was $4.2 billion. SBCERS Net Position for Pension 
Benefits increased by $235.2 million during the fiscal year, 
mostly due to investment gains of $277.2 million offset by the 
difference between contributions and benefit payments. 
Overall, investment return was primarily driven by strong 
performance in public equity markets moderated by the effect 
of inflation on fixed income markets.  Private Asset valuations 
also remained steady during a period of reduced price 
discovery.   

SBCERS also administers an Other Postemployment Benefit 
(OPEB) Trust Fund or 401(h) Retiree Health Medical Trust Fund 

(retiree health fund) that was established in September 2008. This plan was closed to new entrants on 
December 31, 2018. The assets of this fund are invested separately from pension assets and the activity 
in the OPEB Trust Fund is reported separately from the pension fund activity in a separate column in the 
basic financial statements. The retiree health fund experienced a market rate of return of 10.72% for the 

SBCERS QUICK FACTS 

Net Position $4.2 billion 

Pension Net 
Investment Return 

7.11% 

OPEB Net 
Investment Return 

10.72% 

Number of Pension 
Plan Trust Members 

11,487  

Number of OPEB 
Trust Members 

7,720* 

*Data as of June 30, 2022. 
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fiscal year ended June 30, 2023. The positive return for the retiree health fund was due to it being 
invested exclusively in U.S. investment markets which outperformed international markets. 

THE ANNUAL COMPREHENSIVE FINANCIAL REPORT 

SBCERS’ management is responsible for the accuracy, completeness, and fairness of the presentation of 
the ACFR. It is our intent and belief that the enclosed data is accurate in all material respects and is 
reported in a manner designed to present fairly the financial position and results of operations of 
SBCERS. 

SBCERS AND ITS SERVICES 

SBCERS was established on January 1, 1944, and is administered by the Board of Retirement (the Board) 
to provide service retirement, disability, death, and survivor benefits for County of Santa Barbara 
(County) employees and eleven other participating employers under California Government Code 
§31450 et seq. (County Employees’ Retirement Law of 1937 or CERL). SBCERS also administers an OPEB 
healthcare plan on behalf of the County. The OPEB Plan is created under Section 401(h) of the Internal 
Revenue Code (IRC). 

Members include all permanent full 
and part-time employees of the 
County and eleven other 
participating employers. The Board 
is responsible for establishing 
policies governing the 
administration of the retirement 
plan and managing the investment 
of SBCERS’ assets under authority 
granted by Article XVI, Section 17 of 
the Constitution of the State of 
California. 

The Board consists of nine 
members and two alternates. The 
County Board of Supervisors 
appoints four members to the 
Board, members of SBCERS elect 
four members and two alternates, and the County Treasurer is an ex-officio member. SBCERS is an 
independent entity. However, Pursuant to Governmental Accounting Standards Board (GASB) Statement 
No. 84, Fiduciary Activities, SBCERS is considered a component Unit of the County. Refer to Note 1 
Reporting Entity for additional information. The Board continues to demonstrate its commitment to 
providing accurate and timely service to our 4,389 active, 1,867 deferred members, and 5,231 benefit 
recipients into the future. 

SELECTED SERVICE EFFORTS AND ACCOMPLISHMENTS 

Member Services 

During the fiscal year, the Member Services team processed 263 retirements and 40 
continuances.  SBCERS onboarded a record 98 retirees for the April 1, 2023 benefit payment, which is 
the month that the Retiree Cost of Living Adjustment of 7.5% (3% paid, 4.5% accrued to a bank for future 
years) is credited to retired member accounts.  In January, both our Santa Maria and new Santa Barbara 

SBCERS PARTICIPATING EMPLOYERS 

County of Santa Barbara Santa Barbara County Superior 
Court 

Carpinteria Cemetery 
District 

Santa Barbara County Air 
Pollution Control District 

Carpinteria-Summerland 
Fire Protection District 

Santa Barbara County 
Association of Governments 

Goleta Cemetery District Santa Barbara County Local 
Agency Formation Commission 

Oak Hill Cemetery District1 Santa Maria Cemetery District 

Mosquito & Vector 
Management District of 
Santa Barbara County1 

Summerland Sanitary District 

1 These employers do not participate in the Other Postemployment Benefit Plan. 
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offices opened to members for in person appointments in dedicated counseling rooms.  Member 
services specialists also continued to meet with our members virtually via Zoom and telephone as 
requested, providing timely, responsive assistance to our members via virtual retirement counseling and 
new employee orientations. A new suite of Retirement Basics videos was created for use throughout the 
busy COLA season and when in person seminars are not available.   

Open Enrollment events were supplemented with a wide variety of educational videos regarding 
insurance options, Medicare, and best practices for retirement preparedness. In-person retirement 
basics workshops specifically designed for the membership of each County department or participating 
employer occurred throughout the year. Finally, a monthly email newsletter is sent to members, 
providing them with additional information on the activities of the System and the Board. 

Investments 

During the fiscal year ended June 30,2023, the SBCERS Investment Team implemented a restructuring of 
the allocation to Real Return within the investment portfolio, which resulted in the consolidation of 
managers on the public, liquid portion of the Real Return allocation.  The consolidation was largely driven 
by the continued development of the illiquid, private portion of the real return portfolio.  An on-site due 
diligence review of the General Consultant was completed.  The review focused on the Private Credit 
research team. The on-site due diligence affirmed that the Private Credit Research Team provided by the 
General Consultant was well-suited for SBCERS needs. 

Investment staff focused on investment education brought to the Board of Retirement throughout the 
year. Topics presented during the fiscal year ended June 30, 2023 included: Environmental, Social and 
Governance (ESG), Machine Learning with Applications to Quantitative Investing, Alpha-Drive Fixed 
Income Investing, Private Credit in a Rising Environmental, and Internal Rates of Return (IRR) versus Time-
Weighted Return (TWR).  

Accounting and Finance 

SBCERS’ Finance team received the Government Finance Officers Association’s (GFOA) “Certificate of 
Achievement for Excellence in Financial Reporting” for its work on the Annual Comprehensive Financial 
Report (ACFR) for the fiscal year ended June 30, 2022.  

The Finance team processes monthly benefit payments to retirees as well as twice monthly processing 
of survivor benefits and member refunds. The team also posts transactions to the general ledger, creates 
and monitors the administrative budget, produces and distributes 1099Rs, verifies contributions, 
monitors cash flows, reviews internal controls over cash management, and validates contributions for 
participating employers.  

Information Technology 
Improving the System’s cybersecurity controls and capabilities has been a multi-year ongoing effort. The 
SBCERS Information Technology division has made significant advances in modernizing and upgrading its 
hosted network services and productivity software. These improvements have focused on cybersecurity 
and resilience and include increased staffing and utilization of outside vendors to maintain currency with 
best practices for information security. Other accomplishments over the last fiscal year include 
performing an annual Disruptive Event Response and Continuity of Operations Plan with SBCERS staff 
and our pension administration application vendor.   
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Legal and Compliance 

SBCERS implemented new Working After Retirement guidelines and procedures to comply with post-
retirement employment limitations pursuant to Government Code §7522.56, which limits how long an 
SBCERS retiree may continue working after retirement in an extra help or contractor capacity. Under the 
new procedures, post-retirement employment is limited to a 24-month period and employers and retired 
members are required to certify an estimate of the duration of employment at the time the employment 
commences and to provide further certification if that estimate is changed or extended. Any post-
retirement employment that exceeds a 24-month period requires a written request for extension. 
Requests for extensions are considered by SBCERS staff on a case-by-case basis.  

SBCERS also published Legal Separation and Dissolution of Marriage Guidelines and Policies to assist 
members and their counsel in complying with the statutory process set forth in the CERL concerning the 
division of community property interests in an SBCERS member’s pension account. Finally, the Board 
reviewed and amended several policies as part of scheduled reviews, including a required review of the 
Code of Conduct and Board charters.  

FINANCIAL INFORMATION 

SBCERS’ management is responsible for the accuracy of the data and the completeness and fairness of 
the presentation of financial information, including all disclosures. SBCERS management is also 
responsible for establishing and maintaining an internal control structure designed to provide reasonable 
assurance regarding the safekeeping of assets and the reliability of financial records. SBCERS recognizes 
that even sound internal controls have inherent limitations and that the cost of the control should not 
exceed the benefits derived; the objective is to provide reasonable, rather than absolute, assurance that 
the financial statements are free of any material misstatements. SBCERS believes that its internal controls 
are adequate to safeguard assets. Brown Armstrong Accountancy Corporation, SBCERS’ independent 
auditor, has audited the financial statements and expressed its opinion that SBCERS’ financial statements 
are presented in conformity with accounting principles generally accepted in the United States of 
America and are free of material misstatement. 

INVESTMENTS 

 The Board has exclusive control of all 
investments of SBCERS and is responsible for 
the establishment of investment objectives, 
strategies, and policies. Each member of the 
Board serves in a fiduciary capacity and the 
Board is authorized to invest in any form or 
type of investment it collectively deems 
prudent. 

External investment management firms manage the assets of SBCERS. Under the direction of the Board, 
staff and investment consultants work together to closely monitor the activity of investment managers. 
To assist in portfolio management, SBCERS has retained two separate consultants. RVK, Inc. serves as 
SBCERS’ general investment consultant in a non-discretionary capacity and Hamilton Lane, LLC has 
discretionary authority to acquire partnerships and other investment interests on behalf of SBCERS. 

All investments are made pursuant to investment policies using a long-term investment horizon. The 
Investment Policy Statement establishes investment program goals, asset allocation, and discretionary 
authority for consultants along with performance objectives, risk controls and other constraints on 

SBCERS INVESTMENT CONSULTANTS 

Investment Type Consultant 

General Investments RVK, Inc. 

Private Equity, Natural 
Resources, Infrastructure and 
Real Estate 

Hamilton Lane, LLC 
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investing activity. Compliance with investment policies are monitored by SBCERS’ staff and RVK, Inc., as 
well as by Hamilton Lane, LLC, with respect to their private market investment portfolios. 

SBCERS’ annualized rate of return over the last three and five-years (net of fees) as of June 30, 2023, was 
11.02% and 8.05%, respectively. More detail on SBCERS’ investment performance and policies can be 
found in the Management’s Discussion and Analysis and in the Investment Section. 

PENSION ACTUARIAL FUNDED STATUS 

 SBCERS’ funding objective is to satisfy all benefit commitments by following an actuarially prudent 
funding plan, obtaining investment returns consistent with established risk controls, and minimizing 
participating employer contributions to the retirement fund. SBCERS engages Cheiron, Inc., an 
independent actuarial consulting firm, to conduct an annual actuarial valuation. The purpose of the 
valuation is to evaluate the fiscal health of the plan and establish employer and member contribution 
rates. 

The funding policy for amortizing the Unfunded Actuarial Accrued Liability (UAAL) is a layered 19-year 
closed amortization period using direct rate smoothing. On June 30, 2023, SBCERS’ Plan fiduciary net 
position as a percentage of total pension liability was 84.42% using a roll-forward calculation based on 
the actuarial valuation as of June 30, 2022, with the actuarial value of assets totaling $4.1 billion and the 
actuarial accrued liability totaling $4.9 billion. 

More detailed information on actuarial methods and funding status can be found in the Financial and 
Actuarial Sections of this ACFR. 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 
experience study used for these financial statements was conducted as of June 30, 2022.  

ACKNOWLEDGMENTS 

I greatly appreciate the dedication and effort of the staff members who contributed to the preparation 
of this ACFR and to the rest of the SBCERS staff members who do an excellent job executing our service 
commitment to our membership. To the Board of Retirement, your commitment, fiduciary leadership, 
and guidance make us better and stronger as a team. Together through this commitment and hard work, 
we protect and grow our members’ assets, enable smart retirement planning decisions, and deliver on 
the promised benefit. 

Respectfully submitted, 

 

Gregory E. Levin, CPA ● Chief Executive Officer
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Actuary Cheiron, Inc. 
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& Other Special Services 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 
Management’s Discussion and Analysis of the financial activities of Santa Barbara County Employees’ 
Retirement System (SBCERS) is an overview of fiscal operations for the fiscal year ended June 30, 2023. 
Please review it in conjunction with the Financial Statements.  

FINANCIAL HIGHLIGHTS  

Pension Trust 

 Net Position Restricted for Benefits - Pension, as reported in the Statement of Fiduciary Net Position, 
totaled $4.1 billion, an increase of $235.2 million or 6.04% from the prior year. This is due to 
investment appreciation of $277.2 million reduced by the difference between benefit payments and 
contributions. 
 

 Net pension investment income (excluding securities lending) increased by $348.2 million from          
$-70.9 million in the fiscal year ended June 30, 2022, to $277.2 million in the fiscal year ended June 
30, 2023. The increase is due to overall market conditions which led to a 7.11% gain on invested 
assets. 
 

 Pension contributions (employer and member/employee) decreased by $2.1 million from the fiscal 
year ended June 30, 2022, to $195.8 million ($157.3 million total from employers and $38.5 million 
from members) in fiscal year ended June 30, 2023. The change is primarily due to demographic 
changes in employer workforces and a decrease in the employer contribution rates. 
 

 Pension benefit payments increased by $16.2 million or 7.58% from the fiscal year ended June 30, 
2022 to $229.4 million in the fiscal year ended June 30, 2023. Benefit payments are growing due to 
an increase in the number of retirees and beneficiaries receiving payments as well as a 3% cost-of-
living adjustment (COLA) being applied to most retirement benefits (2% for PEPRA and none for Plan 
2). The COLA is based on the consumer price index for the Los Angeles metropolitan area. 
 

 On June 30, 2023, SBCERS’ fiduciary net position as a percentage of total pension liability was 
84.42%. This was an increase in the Plan fiduciary net position as a percentage of total pension 
liability from June 30, 2022 of 83.96%. The increase in the Plan fiduciary net position as a percentage 
of total pension liability is driven by an increase in net asset position with a simultaneous level 
pension liability. The plan fiduciary net position as a percentage of total pension liability reflects a 
fiduciary net position of $4.1 billion as of June 30, 2023 and a rolled-forward total pension liability 
totaling $4.9 billion. Invested assets are carried at fair market value, with no asset smoothing, for 
actuarial valuation purposes. 

Other Postemployment Benefit (OPEB) Trust 

 Net Position Restricted for Benefits – Other Postemployment Benefits (OPEB), also reported in the 
Statement of Fiduciary Net Position, totaled $57.6 million, an increase of $11 million or 23.65% from 
prior year. This is due to investment losses offset by advance funding from the County of Santa 
Barbara. 
 

 $15.3 million of OPEB contributions were received from participating employers, an increase of $216 
thousand over the prior year. OPEB deductions, including benefit payments and administrative 
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expenses, of $9.8 million were paid in the fiscal year ended June 30, 2023, an increase of $45 
thousand over the prior year. 

OVERVIEW OF FINANCIAL STATEMENTS 

This Management’s Discussion and Analysis serves as an introduction to the basic financial statements. 
SBCERS has two basic financial statements, the Notes to the Basic Financial Statements (Notes), and 
additional required supplementary schedules of historical trend information. The basic financial 
statements and the required disclosures are prepared in accordance with the Governmental Accounting 
Standards Board’s (GASB) accounting principles and utilize the accrual basis of accounting. 

 The Statement of Fiduciary Net Position is the first basic financial report. This statement reflects 
assets available for future payments to retirees and their beneficiaries and any current liabilities 
owed at fiscal year-end. Net Position Restricted for Benefits, which is the assets less the liabilities, 
reflects the funds available for future use. 
 

 The Statement of Changes in Fiduciary Net Position is the second basic financial report. This report 
reflects all the activities that occurred during the fiscal year and shows the impact of those activities 
as additions to or deductions from the plan. 
 

 The Notes are an integral part of the basic financial statements. They provide a detailed discussion 
of key policies, programs, and activities that occurred during the year.  
 

 The Other Supplementary Information section contains schedules detailing administrative, 
investment, and consultant expenses during the fiscal year. 

FINANCIAL ANALYSIS 

The following tables present a condensed comparative summary of SBCERS’ current and prior year’s Net 
Position Restricted for Benefits and Changes in Fiduciary Net Position. The current fiscal period closed 
with a Net Position Restricted for Benefits of $4.2 billion. 

NET POSITION RESTRICTED FOR BENEFITS  
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CHANGES IN FIDUCIARY NET POSITION 

 

Additions to Fiduciary Net Position 

The sources of assets to fund the benefits SBCERS provides are member and employer contributions 
along with investment returns. SBCERS’ had income sources of $494.4 million for the fiscal year ended 
June 30, 2023 and $137.3 million for the fiscal year ended June 30, 2022.  

Deductions from Fiduciary Net Position 

The primary uses of SBCERS’ pension assets include the payment of benefits to retired members and 
their beneficiaries, refunds of contributions to terminated employees, and the costs of administering 
SBCERS. 

Total deductions (Pension and OPEB) for the fiscal year ended June 30, 2023, were $248.1 million, an 
increase of $16.9 million, or 7.32%, over the fiscal year ended June 30, 2022. This increase was attributed 
to the increasing number of members receiving benefits, demographics of participating employers that 
have a large population of near retirement age employees, increased salaries upon which benefits are 
based, and annual COLA increases approved by the Board of Retirement. 

Contributions 
Total contributions (Pension and OPEB) decreased by $1.9 million over the contributions made in the 
fiscal year ended June 30, 2022. The pension contributions decreased by $2.1 million and the OPEB 
contributions increased by $216 thousand. The decrease in contributions was driven by changes in the 
workforce demographics at our participating employers, namely, higher paid employees retiring and 
being replaced by younger lower paid employees that participate in less expensive retirement plans.  

OPEB contributions are made by participating employers on a pay-as-you-go basis with the exception of 
the County, the predominate plan participant, and the Air Pollution Control District (APCD) who have 
adopted funding policies that prefund the plan at different levels. Pay-as-you-go is defined as the 
minimum amount of contributions made to cover existing administrative expenses as well as benefit 
payments. During the fiscal year ended June 30, 2021, APCD’s OPEB benefits were funded over 100% 
and their contributions were ceased. 
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Pension Liabilities 

GASB Statement No. 67 requires that SBCERS report the Total Pension Liability and the Net Pension 
Liability as calculated by SBCERS’ actuary. These liabilities are solely calculated for financial reporting 
purposes and are not intended to provide information about the funding of SBCERS’ benefits. 

SBCERS’ Total Pension Liability as of June 30, 2023, was $4.9 billion. The Total Pension Liability increased 
5.47% from $4.6 billion as of June 30, 2022. SBCERS’ Net Pension Liability as of June 30, 2023 using the 
roll-forward valuation method is $762.8 million, representing an increase of 2.47% from $744.4 million 
as of June 30, 2022. The $18.4 million increase in the Net Pension Liability is primarily due to a 
assumption changes which were partially offset by investment and liability experience gains. The 
investment gain is recognized over five years, and the actuarial liability gain and assumption change loss 
are recognized over the average remaining service life as of the beginning of the measurement period, 
which is four years. Unrecognized amounts are reported as deferred inflows and deferred outflows. 

For the fiscal years ended June 30, 2023 and June 30, 2022, the fiduciary net position as a percentage of 
total pension liability was reported as 84.42% and 83.96%, respectively. The change was a 0.46% increase 
and is due to an increase in asset values from June 30, 2022 to June 30, 2023. 

SCHEDULE OF NET PENSION LIABILITY  

 

Pension Investment Analysis 

SBCERS’ investment performance is a function of the underlying financial markets for the period 
measured, asset allocation and individual investment manager performance. SBCERS follows a Board of 
Retirement adopted investment policy that provides structure and guidance for the management of the 
investment portfolio. All of SBCERS’ assets are externally managed. SBCERS’ total Pension portfolio 
gained 7.11% (net of fees) over the twelve month period ended June 30, 2023. The Pension investment 
income was $277.2 million (net of fees) and fair value of investments, including short-term investments, 
increased by $212.8 million from June 30, 2022. For further information on SBCERS’ investments, please 
refer to the Investment Section. 

PENSION RATES OF RETURN 
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Pension Funded Status 

The prior table provides a two-year history of pension investment, actuarial returns, and the actuarial 
funded ratio. The money-weighted rate of return is presented as an expression of investment 
performance, net of investment expense, adjusted for the changing amounts actually invested. For the 
fiscal year ended June 30, 2023, the annual money-weighted rate of return on plan investments was           
7.11%.  

An indicator of funded status is the ratio of the actuarial value of the assets to the Unfunded Actuarial 
Accrued Liability (UAAL). An increase in the percentage over time usually indicates a plan is becoming 
financially stronger. However, a decrease will not necessarily indicate a plan is in financial decline. 
Changes in actuarial assumptions can significantly affect the UAAL. Performance in the capital markets 
can also have a material impact on the actuarial value of assets. 

The fiduciary net position as a percentage of total pension liability as of June 30, 2023 was 84.42%, using 
a roll-forward calculation based on the actuarial valuation conducted as of June 30, 2022. As of the fiscal 
year ended June 30, 2023, Net Position Restricted for Benefits was $4.1 billion and the Total Pension 
Liability was $4.9 billion. A primary concern to most pension plan participants is the amount of money 
available to pay benefits. All Net Position is available to meet SBCERS’ respective obligations to plan 
participants and their beneficiaries. The next actuarial valuation will be completed as of June 30, 2023.  

OPEB Investment Analysis  

The table below displays the OPEB total investment at fair value and actual returns. The money-weighted 
rate of return is presented as an expression of investment performance, adjusted for the changing 
amounts actually invested. For the fiscal year ended June 30, 2023, the annual money-weighted rate of 
return on OPEB Plan investments was 10.72%. 

OPEB RATES OF RETURN 

 

An actuarial valuation is performed annually for the OPEB Plan. SBCERS administers the agent multiple-
employer health insurance program for retirees. SBCERS collects premiums from Members and pays the 
insurance vendors. The employers fund the OPEB Plan to pay the benefit and each present their 
respective OPEB Plan liability in their financial statements. The net impact on the aggregate of 
participating employers’ Statements of Net Position due to the OPEB Plan is $77.7 million as of the June 
30, 2023 and $92.4 million as of the June 30, 2022. The annual OPEB expense for all participants was 
$1.1 million for the June 30, 2023 as compared to $3.1 million for June 30, 2022.  
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REQUESTS FOR INFORMATION 

This annual comprehensive financial report is designed to provide the Board of Retirement, our 
membership, participating employers, taxpayers, and investment managers with a general overview of 
SBCERS’ finances and to show accountability for the money it receives.  

Questions concerning any of the information provided in this report or requests for copies or additional 

financial information should be addressed to:  

SBCERS 
130 Robin Hill Road, Suite 100 
Goleta, CA 93117 

This report is also available on SBCERS’ website under “Resources” at www.sbcers.org. 

 
Respectfully submitted, 

 

Gregory E. Levin, CPA 

Chief Executive Officer 
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BASIC FINANCIAL STATEMENTS 

STATEMENT OF FIDUCIARY NET POSITION 
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STATEMENT OF CHANGES IN FIDUCIARY NET POSITION  
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NOTES TO THE BASIC FINANCIAL STATEMENTS 

1. REPORTING ENTITY 

The Santa Barbara County Employees’ Retirement System (SBCERS or the System) is an independent 
public employee retirement system with its own governing board, separate and distinct from the County 
of Santa Barbara (the County). These financial statements cover the 401(a) pension plan (the Plan) and 
the 401(h) Other Postemployment Benefit (OPEB) plan; both plans are fiduciary funds defined as pension 
and other employee benefit trust funds, respectively, and are accounted for separately. SBCERS meets 
the requirements of GASB Statement No. 84 to be considered a component unit of the County and is 
included as a component unit in the County’s financial statements as presented in its Annual 
Comprehensive Financial Report. This report is available at www.countyofsb.org.  

General 

SBCERS was established on January 1, 1944, and is administered by the Board of Retirement (the Board) 
to provide service retirement, disability, death, and survivor benefits for employees of the County and 
11 participating employers under the County Employees’ Retirement Law of 1937 (CERL), California 
Government Code §31450 et seq., and Section 401(a) of the Internal Revenue Code (IRC). SBCERS also 
administers an OPEB healthcare plan on behalf of the County and participating employers. The OPEB 
healthcare plan was created under Section 401(h) of the IRC. 

Governance 

The Board is composed of nine voting members and two alternates. Four members are appointed by the 
County Board of Supervisors, two are elected by general members, a member and alternate are elected 
by safety members, a member and alternate are elected by retired members and one, the County 
Treasurer-Tax Collector, is ex-officio. The County Board of Supervisors may adopt resolutions, as 
permitted by the CERL, which may affect the benefits of SBCERS members. 

130 Robin Hill Road, LLC 

A Limited Liability Corporation (the LLC) was formed on October 30, 2018, for the purpose of purchase 
and management of the property asset located at 130 and 132 Robin Hill Road, Goleta, CA, separately 
from SBCERS’ daily operations. SBCERS’ Chief Executive Officer (CEO) manages the LLC with day-to-day 
property management provided by a contracted external property management firm. The LLC is carried 
as an investment within SBCERS’ real estate portfolio. The value of the LLC is principally composed of the 
building, plus any cash reserves held for operation and reduced by any outstanding liabilities related to 
the operation and maintenance of the building. Separately issued financial reports are available for 130 
Robin Hill Road, LLC; these unaudited reports may be obtained by contacting SBCERS. 

2. PENSION PLAN DESCRIPTION 

Employers 

SBCERS operates as a cost-sharing multiple-plan employer defined benefit pension plan for the County 
and eleven participating employers. The following is a list of those employers: 

 Carpinteria Cemetery District 

 Carpinteria-Summerland Fire Protection District 

 Goleta Cemetery District 

 Mosquito & Vector Management District of Santa Barbara County 
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 Oak Hill Cemetery District 

 Santa Barbara County Air Pollution Control District (APCD) 

 Santa Barbara County Association of Governments (SBCAG) 

 Santa Barbara County Local Agency Formation Commission (LAFCO) 

 Santa Barbara County Superior Court 

 Santa Maria Cemetery District 

 Summerland Sanitary District 
 

Plan Membership 

The System has 12 retirement plans, of which five plans are currently available to new full-time 
permanent employees, new employees with reciprocity to other government retirement plans and those 
part-time employees working at least half-time. General Plan 5 applies to all County General employees 
hired prior to June 25, 2012, and legacy employees returning to active membership; General Plan 7 
applies to all hired on or after June 25, 2012 through December 31, 2012 and employees hired after 
December 31, 2012, who have reciprocity rights with other government retirement plans. Prior to 
January 1, 2013, Safety members were enrolled in the contributory Safety Plan 4 (Fire and Probation) or 
Safety Plan 6 (Sheriff’s). 

Since January 1, 2013, all new Safety members and General members have been enrolled in Plan 8, 
pursuant to the California Public Employees' Pension Reform Act of 2013 (PEPRA) unless they establish 
reciprocity with another government retirement plan and can then be placed in either General Plan 7 or 
Safety Plans 4 or 6 depending on the employee’s bargaining unit. Reciprocal hires of the Santa Barbara 
County Superior Court and other participating employers that did not adopt Plan 7 are enrolled in Plan 
5.  LAFCO did not have a plan in place prior to January 1, 2013 and therefore no reciprocal pre-PEPRA 
plan exists. 

Multiple contribution rates are applicable to non-PEPRA members based upon negotiated bargaining 
unit Memoranda of Understanding and on age of entry into membership subject to the provisions of the 
CERL. Plan 8 members subject to PEPRA pay uniform plan contribution rates regardless of age at entry. 
The retirement benefits within the Plan are based on age, years of service, final average salary and the 
benefit option selected. 
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SBCERS’ RETIREMENT PLANS 

 

SBCERS’ RETIREMENT PLAN MEMBERSHIP 
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Benefit Provisions 

All Plans (Except General Plan 2)  

 Pension benefits are based upon a combination of plan, age, years of service, average monthly 
salary for the highest one or three consecutive years’ covered compensation, and the benefit 
payment option selected by the member.  

 Disability benefits are based upon whether the disability was service or non-service connected.  

 Death benefits are based upon whether the death occurred before or after retirement and 
whether the death was service or non-service connected. 

General Plan 2 

 Pension benefits are based upon a combination of age, years of service, and highest average 
monthly salary during any three years of employment and are coordinated with social security 
benefits.  

 A separate long-term disability program is available for members who become disabled, regardless 
of length of service, or whether the disability is job related.  

 Death benefits are based upon whether the death occurred before or after retirement. 

Cost-of-Living Adjustment (COLA) 

 All plans, excluding the County General Plan 2, provide for retirement benefits subject to cost-of-
living adjustments (COLA) for retired members. COLAs are granted to eligible retired members each 
April based upon the Bureau of Labor Statistics Average Consumer Price Index (CPI) for All Urban 
Consumers for the Los Angeles-Riverside-Orange County area as of the preceding January 1, and 
for most members, is subject to a 3% maximum limitation. The portion of a CPI increase that 
exceeds 3% is accumulated for credit in future years.  

 General Plan 7 and General Plan 8 (County) is limited to an annual maximum 2% COLA. 

 General Plan 2 does not have a COLA. 

Vesting 

Upon completing five years of creditable service, employees have irrevocable rights to receive benefits 
attributable to a participating employer’s contributions, provided their contributions have not been 
withdrawn.  

A Plan 5 or Plan 7 general member may retire who (1) has completed ten years of service (including 
reciprocal service) and who has reached the age of 50, (2) has completed 30 years of service regardless 
of age, or (3) has reached 70 years of age regardless of years of service. A Plan 4 or Plan 6 safety member 
may retire who (1) has completed 10 years of continuous service (including reciprocal service) and who 
has reached the age of 50, or (2) who has completed 20 years of service regardless of age. 

For PEPRA members, a general member may retire with five or more years of service after reaching the 
age of 52. A safety member may retire with five or more years of service after reaching the age of 50. 

If an employee terminates employment before rendering five years of service, the employee is entitled 
to withdraw the employee contributions made, together with accumulated interest or may elect to leave 
contributions on deposit.  

If a separated member enters a reciprocal retirement system within six months of separation and elects 
to leave their accumulated contributions on deposit with SBCERS, that member can vest reciprocally.  
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Pension Plan Actuarial Valuation 

SBCERS retains an independent actuarial firm to conduct an annual actuarial valuation to monitor 
SBCERS’ funding status and funding integrity. As of June 30, 2023, the fiduciary net position as a 
percentage of total pension liability of the Plan was 84.42%. The net pension liability as of June 30, 2023 
was determined using a roll-forward calculation based on the actuarial valuation conducted as of June 
30, 2022. 

The purpose of the valuation is to reassess the magnitude of SBCERS’ benefit commitments in 
comparison with the assets expected to be available to support those commitments, so emloyer and 
member contribution rates can be adjusted accordingly. The actuarial assumptions estimate as closely 
as possible what the actual cost of the Plan will be in order to determine rates for setting aside 
contributions today to provide benefits in the future.  

Contribution requirements are determined under the individual entry age actuarial cost method. This 
method is designed to collect contributions as a level percentage of pay. Any gains or losses that occur 
under this method are amortized as a level percentage of pay. To reduce the contribution volatility 
caused by any changes in the Unfunded Actuarial Accrued Liability (UAAL) due to actuarial gains and 
losses, assumption changes, or method changes are amortized over a closed 19-year period. The 
amortization of the UAAL phases in using a five-year ramp up at the beginning of the amortization period, 
a four-year ramp down at the end of the period, and ten years of level payments as a percentage of 
payroll between ramping periods. 

The Required Supplementary Information (RSI) section immediately following the Notes to the Basic 
Financial Statements includes the Changes in Net Pension Liability schedule.  

Plan Termination 

There are no plan termination provisions under the CERL, which governs the operation of the System. 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Basis of Accounting, Revenue and Expense Recognition  

For financial reporting purposes, SBCERS adheres to accounting principles generally accepted in the 
United States of America. SBCERS follows the accounting principles and reporting guidelines set forth by 
the Governmental Accounting Standards Board (GASB). SBCERS’ financial statements are prepared using 
the economic resources measurement focus and the accrual basis of accounting.  

Member and employer contributions are recognized as revenue in the period in which the contributions 
are due. Other revenues are recognized as available if they are estimated to be received within 60 days 
of the fiscal year-end. Retirement benefits and member refunds are recognized as expenses when due 
and payable in accordance with the terms of the plan. Other expenses are recognized when the 
corresponding liabilities are incurred.  

The financial statements include certain prior year summarized comparative information in total. Such 
information does not include sufficient detail to constitute a presentation in conformity with accounting 
principles generally accepted in the United States of America. Accordingly, such information should be 
read in conjunction with the System’s financial statements for the fiscal year ended June 30, 2022, from 
which the summarized information was derived. 
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Cash and Short-Term Investments 

Cash and short-term investments consist of short-term investments with fiscal agents as well as deposits 
in a pooled account with the County and short-term investments held with the custodian. SBCERS 
considers investments with a maturity of 12 months or less to be short-term investments.  

Investments 

The Board adopts an investment policy statement and reviews that policy periodically. The investment 
policy statement sets forth the asset allocation and controls for the investment portfolio. The policy was 
updated in March 2022. The policy statement is available on the SBCERS website www.sbcers.org.  

Investments are reported at fair value. Investment income is recognized as revenue when earned. Net 
appreciation in fair value of investments held by the System is recorded as an increase to investment 
income based on valuation of investments at year-end. Realized gains and losses are recognized upon 
the maturity or disposition of the security. 

Debt and equity securities are reported at fair value. Securities traded on national or international 
exchanges are valued at the last reported sales price at current exchange rates. Fair value of investments 
in commingled funds is based on the fund share price provided by the fund manager, which is based on 
net asset value.  

Related Party Transactions 

By necessity, SBCERS is involved in various business transactions with the County, the primary 
participating employer. SBCERS is a co-employer with the County. SBCERS reimburses the County for the 
cost of services provided by the following agencies: Auditor-Controller, General Services, Human 
Resources, and County Treasurer. In addition, SBCERS reimburses the County for the cost of services in 
the areas of information technology and motor pool services. 

Estimates 

The preparation of financial statements in accordance with accounting principles generally accepted in 
the United States requires management to make estimates and assumptions that impact the amounts 
and disclosures of the report. Accordingly, actual results may differ from those estimates. 

4. DEPOSITS AND INVESTMENTS 

SBCERS operates under the "Prudent Investor Rule" which authorizes the Board, at its discretion, to 
purchase, hold, or sell any form or type of investment, financial instrument, or enter into any financial 
transaction when prudent in the informed opinion of the Board. 

Deposits and Short-Term Investments 

Amounts shown as Cash are held as a part of the County Treasurer’s investment pool. Amounts held as 
Short-Term Investments are held with SBCERS’ Investment Custodian, BNY Mellon Global Securities 
Services (BNY Mellon). Short-term investments consist of cash held in money market accounts and 
securities readily convertible to cash. All cash, deposits, and short-term investments are carried at cost, 
which approximates fair value. 

Santa Barbara County Treasurer’s Investment Pool 

The funds in the County Treasury are intended to provide for liquidity needed to meet benefit payroll 
and operating needs of the System. The balances in the County Treasurer’s investment pool are funded 
by the participating employers and employee contributions and transfers from the investment pool. All 
participants in the County investment pool share earnings and losses. The County Treasury Oversight 
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Committee has regulatory oversight for all monies deposited into the County investment pool. Such 
amounts are invested in accordance with investment policy guidelines in compliance with California 
Government Code requirements, established by the County Treasurer and approved by the County Board 
of Supervisors. Interest earned on pooled investments is apportioned quarterly to participating funds 
based upon each fund’s average daily deposit balance. The County has not provided or obtained any 
legally binding guarantees during the fiscal year ending June 30, 2023, to support the value of shares in 
the pool. More information on the risk of the County Treasurer’s Investment pool and the Treasurer’s 
policies can be found on the County’s website at www.countyofsb.org.  

BNY Mellon Global Securities Services Employee Benefit Temporary Investment Fund (EBTF) 

SBCERS’ short-term investments are comprised of funds held with SBCERS’ investment custodian, BNY 
Mellon Global Securities Services. Balances held by the custodian are held in the BNY Mellon Global 
Securities Services EBTF. This fund is intended to provide liquidity to fund capital calls, portfolio 
rebalancing activities and, when needed, replenishment of the funds on account at the County Treasury. 
The primary sources of these accounts are cash transfers from other investments in the portfolio.  

The EBTF is invested primarily in instruments issued by the U.S. Government, Federal agencies, 
sponsored agencies, and sponsored corporations. The fund must have 10% of its assets in “daily liquid 
assets,” defined as cash, direct obligations of the U.S. Government, or securities readily convertible to 
cash within one business day. 30% of the fund’s assets must be in “weekly liquid assets” defined as cash 
direct obligations of the U.S. Government, including certain government agency securities with 
remaining maturities of 60 days or less and securities readily convertible to cash within five business 
days. The fund may invest up to five percent of its assets in illiquid securities. The fund maintains prudent 
diversification across instruments, market sectors, industries, and specific issuers.  

SBCERS maintains balances in EBTF to facilitate funding investment mandates and receiving distributions 
from investment mandates. Additionally, when underlying managers maintain a tactical position to cash, 
these amounts are also held in EBTF. Amounts held at SBCERS’ custodian bank are uninsured over 
$250,000 and uncollateralized. 

SBCERS’ DEPOSITS AND SHORT-TERM INVESTMENTS 

 

Custodial Credit Risk for Deposits and Short-Term Investments 

Custodial Credit Risk for deposits is the risk that, in the event of a financial institution's failure, SBCERS 
would not be able to recover its deposits. Deposits are exposed to custodial credit risk if they are not 
insured or not collateralized. SBCERS does not have a policy on Custodial Credit Risk for Deposits and 
Short-Term Investments.  
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Santa Barbara County Treasury 

SBCERS’ investments held in the name of the County are not specifically identifiable. On June 30, 2023, 
cost approximated fair value of the SBCERS’ share of pooled cash and investments. Deposits with the 
County Treasury are insured and/or collateralized to the extent the monies are held in its depository 
institution. The fair value of deposits approximated the bank balances on June 30, 2023.  

SBCERS’ SUMMARY OF PENSION AND OPEB INVESTMENTS 

 
Fair Value Measurements 

SBCERS categorizes fair value measurements within the fair value hierarchy established by accounting 
principles generally accepted in the United States of America. The hierarchy is based on the valuation 
inputs used to measure the fair value of the asset and give the highest priority to unadjusted quoted 
prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority 
to unobservable inputs (Level 3 measurements).  

Level 1: Unadjusted quoted prices for identical instruments in active markets.  

Level 2: Quoted prices for similar instruments in active markets; quoted prices for identical or 
similar instruments in markets that are not active; and model-derived valuations in 
which all significant inputs are observable. 

Level 3: Valuations derived from valuation techniques in which significant inputs are 
unobservable. 

Investments that are measured at fair value using the net asset value per share (or its equivalent) as a 
practical expedient are not classified in the fair value hierarchy. In instances where inputs used to 
measure fair value fall into different levels in the fair value hierarchy, fair value measurements in their 
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entirety are categorized based on the lowest level input that is significant to the valuation. SBCERS’ 
assessment of the significance of particular inputs to these fair value measurements requires judgment 
and considers factors specific to each asset or liability.  

The table Investments Measured at Fair Value in this footnote (presented on the following page) shows 
the fair value leveling of the investments for SBCERS.  

Bid evaluations may include market quotations, yields, maturities, call features, and ratings.  

Level 1 investments are valued using pricing derived from active markets, examples of which include 
NYSE, NASDAQ, Chicago Board of Trade and Pink Sheets. US Government Treasury Securities are 
classified at Level 1 due to the reduced risk component and because they are traded more actively than 
other fixed income instruments. US Government Agency Notes are not classified in Level 1.  

Level 2 investments are evaluated using matrix pricing, market corroborated pricing and inputs such as 
yield curves and indices. Examples of Level 2 investments include Corporate Bonds and Asset Backed 
Securities and Government Bonds that are not US Treasury Securities.  

Level 3 investments are valued using pricing provided by Investment Managers and also information 
provided by investment management firms. Examples of Level 3 investments include pooled investment 
funds and term loans. 
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INVESTMENTS MEASURED AT FAIR VALUE 
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Investments Measured at the Net Asset Value 

The fair values of investments in these types of funds have been determined using the Net Asset Value 
(NAV) per share of the investments. 

PENSION & OPEB TRUST INVESTMENTS MEASURED AT THE NET ASSET VALUE 

 

(1) Commingled Funds (Pension Trust Investments and OPEB)  

This investment type consists of commingled funds that invest primarily in equity, debt, or real estate 
investments. There were 15 commingled funds as of June 30, 2023. The six commingled equity funds in 
this investment type include foreign, domestic, and emerging market investments. Five commingled debt 
funds contain Treasury Inflation Protected Securities (TIPS), investment grade bonds, foreign bonds and 
bank loans. Four real asset commingled funds encompass public infrastructure, global listed natural 
resources, real estate, and commodities businesses. Each investment fund is benchmarked to an 
appropriate index and investments can be redeemed with 1 to 90 day advance notice depending on the 
fund. The fair values of the investments in this type have been determined using the NAV per share (or 
its equivalent) of the investments. 

(2) Private Real Estate Funds 

This investment type is comprised of investments that are allocated to value added, core and 
opportunistic real estate strategies. Investments in this type are geographically diversified across the 
United States and Europe. The fair value of these investments has been determined by the investment 
custodian bank by using the last capital account statement from the respective general partner and 
adjusting for capital calls, management fees inside the commitment, return of capital, gain or loss, and 
income. The investments in this pool are illiquid and mostly closed end funds. 

For the fiscal year ended June 30, 2023, this investment type consists of 39 limited partnership 
investments ranging in commitment sizes from $4 million to $40 million. The remaining commitments 
outstanding on these funds as of June 30, 2023 are $95.3 million.  

Robin Hill Road, LLC’s NAV is included in this investment type. The NAV used is the appraised price as of 
June 30, 2020, based on an appraisal as of May 27, 2022. SBCERS hires an appraiser to update this value 
every two years.  
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(3) Private Equity Funds 

Investments of this type consist of corporate finance/buy out, distressed debt, venture capital, and 
secondary funds and are globally diversified. The fair value of these investments have been determined 
by the investment custodian bank by using the last capital account statement from the respective general 
partner and adjusting for capital calls, management fees inside the commitment, return of capital, gain 
or loss, and income. The investments in this pool are illiquid and mostly closed end funds. 

For the fiscal year ended June 30, 2023, this investment type consists of 110 limited partnership 
investments ranging in commitment size from approximately $2 million to $30 million with $291.1 million 
remaining commitments outstanding. 

 (4) Private Credit Funds 

Investments of this type include direct lending and asset backed credit funds. The fair value of these 
investments have been determined by the investment custodian bank by using the last capital account 
statement from the respective general partner and adjusting for capital calls, management fees inside 
the commitment, return of capital, gain or loss, and income. 

For the fiscal year ended June 30, 2023, this investment type consists of seven limited partnership 
investments ranging in commitment sizes from approximately $20 million to $25 million. There are no 
remaining commitments outstanding on these funds as of June 30, 2023. The investments in this pool 
are illiquid and contain both closed and open-ended fund structures. 

 (5) Real Asset Funds 

Investments of this type include infrastructure and natural resources oriented partnerships and are 
globally diversified. The fair value of these investments have been determined by the investment 
custodian bank by using the last capital account statement from the respective general partner and 
adjusting for capital calls, management fees inside the commitment, return of capital, gain or loss, and 
income. 

For the fiscal year ended June 30, 2023, these investment type of funds consists of 53 limited partnership 
investments ranging in commitment sizes from approximately $2 million to $30 million. The remaining 
commitments outstanding on these funds as of June 30, 2023 are $274.0 million. The investments in this 
pool are illiquid and contain mostly closed-end fund structures. 

Investment Risk 

The Board’s investment policies and guidelines allocate the asset classes of the portfolio investments within 
ranges. The portfolio is maintained within the ranges and reported each month. The Board annually reviews 
the allocation model and the risk structure of the total portfolio. The investment policy does not address 
Credit Risk, Concentration of Credit Risk, Interest Rate Risk, or Foreign Currency Risk, as investment 
managers within their specific mandates are given risk parameters that would result in limiting these types 
of risk on a total portfolio level. GASB Statement No. 40 requires that investments be evaluated to give an 
indication of the level of risk assumed at year-end.  

Concentration Risk 

The System does not hold investments in any one underlying security that represents 5% or more of the 
System’s fiduciary net position. 
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Credit Risk 

Credit Risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. 
SBCERS seeks to maintain a diversified portfolio of fixed income instruments in order to obtain the 
highest total return for the fund at an acceptable level of risk within this asset class. To control Credit 
Risk, credit quality guidelines have been established. The credit quality ratings of investments in fixed 
income securities by a nationally recognized statistical rating organization are shown in the Credit Risk 
by Quality Analysis table. 

CREDIT RISK BY QUALITY ANALYSIS 

 

Custodial Credit Risk for Investments 

Custodial Credit Risk for investments is the risk that, in the event of the failure of the counterparty to a 
transaction, SBCERS would not be able to recover the value of the investment or collateral securities that 
are in the possession of an outside party. Investment securities are exposed to custodial credit risk if they 
are uninsured, are not registered in SBCERS’ name, and held by a counterparty. Generally, SBCERS’ 
securities are not exposed to custodial risk as they are held by our custodial bank in our nominee name. 
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Short-term investments held in the BNY Mellon Global Securities Services EBTF are uninsured over 
$250,000, and uncollateralized. 

Concentrations of Credit Risk 

As of June 30, 2023, SBCERS’ investment portfolio contained no concentration of investments in any one 
entity (other than investments guaranteed by the U.S. Government, investments in mutual funds, and 
external investment pools) that represented 5 percent or more of the total investment portfolio. 

Securities Lending 

SBCERS is legally authorized to engage in securities lending transactions pursuant to the CERL, California 
Government Code §31594. SBCERS participates in securities lending through its custodian BNY Mellon 
to increase income. Securities are lent to brokers and dealers (borrower) and in turn, SBCERS receives 
collateral. Collateral can be in the forms of cash (both United States and foreign currency), securities 
issued or guaranteed by the U.S. Government, sovereign debt of foreign countries, or irrevocable bank 
letters of credit or such other forms as may be agreed upon. SBCERS pays the borrower a negotiated 
rebate rate on the collateral received and invests the collateral with the goal of earning a higher yield 
than the rebate rate paid to the borrower. Earnings generated above and beyond the rebate paid to the 
borrower represent the net income to SBCERS from the transaction. 

At year-end, SBCERS had no credit risk exposure to borrowers because the amount of collateral received 
exceeded the value of securities on loan. As of June 30, 2023, there were no violations of legal or 
contractual provisions. SBCERS had no losses on securities lending transactions resulting from the default 
of a borrower for the fiscal year ended June 30, 2023. Due to the nature of the securities lending program 
and the custodian bank’s collateralization of loans at amounts greater than the fair value of the loaned 
securities, it is deemed that there were no material credit risks to SBCERS as defined by GASB Statements 
No. 28 and No. 40 by its participation in the Securities Lending Program. However, similar to any other 
investment portfolio, there is risk associated with investing cash collateral in securities. 

Transactions are collateralized at no less than 100% of the security’s fair value. Collateral is marked to 
market daily. The custodian invests the collateral received in short-term investment funds (maintained 
by the custodian), money market mutual funds, and other similar investments as the custodian may 
select. 

The average term of all SBCERS’ loans is overnight or “on demand.” The custodian ensures that there is 
an absolute right to terminate the agreement without cause, upon short notice and without any penalty. 
SBCERS cannot pledge or sell collateral securities received unless the borrower defaults. In the event of 
a borrower default, BNY Mellon indemnifies SBCERS to the extent of replacing the securities loaned. 

As of June 30, 2023, the fair value of securities on loan was $48.4 million and the value of collateral 
received for the securities on loan was $50.0 million, of which $16.1 million was non-cash collateral and 
$33.9 million was cash collateral from equity and fixed income securities. Non-cash collateral, which 
SBCERS does not have the ability to sell unless the borrower defaults, is not reported in the Statement 
of Fiduciary Net Position. SBCERS’ income net of expense from securities lending was $356 thousand for 
the fiscal year ending June 30, 2023. 
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SBCERS’ SECURITIES LENDING PROGRAM 

 

Interest Rate Risk 

Interest Rate Risk is the risk that changes in interest rates will adversely affect the fair value of an 
investment. Duration is a measure of the price sensitivity of a fixed income portfolio to changes in 
interest rates. It is calculated as the weighted average of time to receive a bond’s coupon and principal 
payments. The longer the duration of a portfolio, the greater its price sensitivity to changes in interest 
rates. 

Foreign Currency Risk 

Foreign Currency Risk is the risk that changes in exchange rates will adversely affect the fair value of an 
investment or deposit. SBCERS’ international equity managers are permitted to invest in authorized 
countries. Forward currency contracts and currency futures (maturity ranging from at least 20 days and 
not to exceed one year for either instrument) are permitted for defensive currency hedging. 
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FOREIGN CURRENCY RISK SCHEDULE 

 

Derivatives 

Derivatives are investments that derive their value, usefulness, and marketability from an underlying 
instrument, and represents direct ownership of an asset or obligation of an issuer whose payments are 
based on or “derived” from the performance of an agreed upon benchmark. The notional amount is the 
nominal or face amount that is used to calculate payments made on that instrument. As of June 30, 2023, 
SBCERS’ derivatives investments were in Futures and Participation Certificates. Investments in 
commingled funds may provide added exposure to derivatives.  

Futures 

Futures are a type of derivative contract agreement to buy or sell a specific commodity asset or security 
at a set future date for a set price. Futures are utilized to secure a specific price and protect against future 
price swings. Futures are traded on futures exchanges and require a brokerage account that’s approved 
to trade futures. 
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Participation Certificates 

Participation certificates are equity-linked securities that provide economic exposure to a security of a 
non-U.S. company without a direct investment in that security. 

HOLDINGS OF DERIVATIVE SECURITIES 

 
Derivative Credit Risk 

SBCERS is exposed to credit risk on investment derivatives that are traded over the counter and are 
reported in asset positions. Derivatives exposed to derivative credit risk include collateralized mortgage 
obligations, swap agreements, and futures contracts. The following Derivative Credit Risk Schedule 
discloses the counterparty ratings of SBCERS’ investment derivatives in asset positions by type as of June 
30, 2023. These amounts represent the maximum loss that would be recognized if all counterparties fail 
to perform as contracted, without respect to any collateral or other security, or netting arrangement. 
The schedule displays the fair value of investments by credit rating. As of June 30, 2023, SBCERS’ has a 
net exposure to derivative credit risk of $22.5 million. 

DERIVATIVE CREDIT RISK SCHEDULE 

 

Derivative Interest Rate Risk 

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an 
investment. As of June 30, 2023, SBCERS did not have any derivatives with material exposure to interest 
rate risk. 

Derivative Foreign Currency Risk 

For those dollar-denominated securities issued by foreign countries, there is an exposure to a foreign 
currency risk. Currency forward contracts represent foreign exchange contracts that are used to control 
currency exposure and facilitate the settlement of international security purchase and sale transactions. 
SBCERS had no exposure to derivative foreign currency exposure as of June 30, 2023.
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5. PENSION PLAN RESERVES  

The reserves represent the components of SBCERS’ fiduciary net position. Reserves are established from 
member and employer contributions and the accumulation of investment income after satisfying 
investment and administrative expenses. Following are brief explanations of the reserves and accounts 
used by SBCERS. 

Member Deposit Reserve 

Consists of contributions made by active and deferred members and accrued interest. Amounts are 
deducted from this reserve when a refund of member contributions is made or when a member retires 
and amounts are transferred to the Retired Member Reserve.  

Retired Member Reserve 

Consists of funds accumulated to pay retirement benefits to retired members. Additions to this reserve 
consist of transfers from the Member Deposit Reserve and Employer Advance Reserve, along with 
interest earnings. Benefit payments to retired members, beneficiaries and survivors reduce this reserve.  

Employer Advance Reserve 

Consists of employer contributions for future retirement payments to current active members and 
deferred members. Additions to this reserve include employer contributions and interest earnings. 
Deductions from this reserve consist of transfers to the Retired Member Reserve, lump sum death 
benefits, and supplemental disability allowance payments. A refund of member contributions has no 
corresponding effect on the balance of the Employer Advance Reserve because the employer 
contribution rates are based on assumptions that include an expected rate of member termination.  

Contra Tracking Account 

Represents the difference between the value of the reserves and the fair value of assets. This account is 
negative unless the fair value of assets exceeds the actuarially accrued liability. 

Contingency Reserve 

Consists of funds accumulated in excess of amounts necessary to fully fund the actuarially accrued 
liability. The Contingency Reserve balance is zero unless the fair value of assets exceeds the actuarially 
accrued liability. 

SBCERS’ VALUATION RESERVES – PENSION PLAN 

 

6. PENSION PLAN CONTRIBUTIONS 

Funding Objective 

The funding for retirement benefits comes from member contributions, employer contributions, and the 
earnings on investments held by the Plan. Contributions are made by members and employers at rates 
recommended by an independent actuary, approved by the Board, and adopted by the Board of 
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Supervisors. The funding objective of SBCERS is to establish member and employer contribution rates 
that will remain level over time as a percentage of payroll, unless plan benefit provisions or actuarial 
assumptions are changed. 

Money-Weighted Rate of Return 

For the fiscal year ending June 30, 2023, the annual money-weighted rate of return on Plan investments, 
net of Plan investment expense was 7.11%. The money-weighted rate of return expresses investment 
performance, net of investment expense, adjusted for the changing amounts actually invested. 

Target Allocation and Long-term Expected Real Rate of Return 

The long-term expected rate of return on pension plan investments of 7.00% was determined using a 
building block method in which best-estimate ranges of expected future real rates of return (expected 
returns, net of Plan investment expense inflation) are developed for each major asset class. These ranges 
are combined to produce the long-term expected future real rates of return by the target asset allocation 
percentage and then adding expected inflation. The target allocation and best estimates of geometric real 
rates of return for each major asset class, without consideration of inflation, are summarized in the 
following table below. 

TARGET ALLOCATION AND LONG-TERM EXPECTED REAL RATE OF RETURN 

 

The investment rate of return assumption used for actuarial funding was 7.00% for the fiscal year ending 
June 30, 2023. The 7.00% is comprised of an assumed real rate of return of 4.25% and an inflation 
assumption of 2.75%.  

Discount Rate 

GASB Statement No. 67 (GASB 67) requires a determination that the Plan’s fiduciary net position is 
projected to be sufficient to make projected benefit payments. The discount rate used to measure the 
total pension liability was 7.00%. The projection of cash flows used to determine the discount rate 
assumed that employer contributions will be made at rates equal to the difference between actuarially 
determined contribution rates and the member rate. Based on those assumptions, the Plan’s fiduciary 
net position was projected to be available to make all projected future benefit payments of current plan 
members. Therefore, the long-term expected rate of return on Plan investments was applied to all 
periods of projected benefit payments to determine the total pension liability. 
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Member Contribution Policy 

Participating members are required by various CERL statutes to contribute a percentage of covered 
compensation based on certain actuarial assumptions and their age at entry into the Plan. Member 
contributions are based upon each individual member’s age of entry into SBCERS, except for Plan 8 
members who pay a fixed rate, regardless of age, that is equivalent to one half of the normal cost of the 
Plan and General Plan 2 members who do not make contributions. Member contributions cannot be 
withdrawn until separation from employment. 

In 2018, the County’s employee bargaining units agreed to negotiated terms that included non-Plan 8 
employees assuming a share of employer contributions. The estimated impact of the cost sharing 
arrangements were to reduce the County’s composite cost by 1.88% for the fiscal year ended June 30, 
2023. Member rates increased by a slightly greater amount due to the refundable nature of member 
contributions. Cost sharing agreements did not apply to members of PEPRA plans.  

Employer Contribution Policy 

Employer contributions are adopted in accordance with §31453 and §31454 of the CERL. Actuarial 
funding is based on the Entry Age Normal Cost Method. Under this 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).  

LAFCO, a new employer with no unfunded liability, began phasing into the UAL rate beginning with the 
June 30, 2021, actuarial valuation for contribution year 2022-2023. 

Contributions for the fiscal year ended June 30, 2023, were implemented using the June 30, 2021 
actuarial valuation. For the June 30, 2021 valuation, plan assets were valued at the fair value of assets. 
New sources of UAAL due to actuarial gains and losses, assumption changes, or method changes are 
amortized over a closed 19-year period. The amortization payments are made as a percentage of payroll 
and have a five-year ramp up at the beginning of the amortization period, a four-year ramp down at the 
end of the period, and 10 years of level payments as a percentage of payroll between the ramping 
periods.  

Contribution Rates 

The following schedule summarizes the contribution rates in effect for the fiscal year ended June 30, 
2023. Contribution rates are expressed as a percentage of covered payroll. The member contribution 
rates depicted below vary according to age at entry, benefit plan, and tier level. 

Contributions made for the fiscal year ended June 30, 2023, were in accordance with actuarially 
determined contributions for the year. The actuarially determined employer contribution rate was 
40.95% of payroll, 39.07% net of employee cost-sharing. The actuarially determined employee 
contribution rate was 7.24%. For the fiscal year ended June 30, 2023, covered payroll was $412.2 million. 

MEMBER CONTRIBUTION RATES 
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FISCAL YEAR CONTRIBUTIONS BY PLAN 

 

FISCAL YEAR CONTRIBUTIONS BY PARTICIPATING EMLOYER 
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7. NET PENSION LIABILITY OF PARTICIPATING EMPLOYERS 

Employers’ Net Pension Liability  

The net pension liability is measured as the total pension liability less the amount of the Plan’s fiduciary 
net position. The net pension liability is an accounting measurement for financial statement reporting 
purposes. The components of the Plan’s net pension liability on June 30, 2023, are presented on the 
following table: 

SCHEDULE OF NET PENSION LIABILITY  
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Actuarial Assumptions 

SUMMARY OF ACTUARIAL INFORMATION 
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Sensitivity Analysis 

The net pension liability is calculated using the discount rate. The following table presents the net 
pension liability change when a modification is applied to the current discount rate of 7.00%. The 
sensitivity schedule calculates what the net pension liability would be if it were calculated using a 
discount rate that is 1-percent point lower or 1-percent point higher than the current rate. 

SCHEDULE OF NET PENSION LIABILITY SENSITIVITY 
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8. OTHER POSTEMPLOYMENT BENEFITS (OPEB) PLAN 

OPEB Plan Description 

Plan administration 

SBCERS administers an agent multiple-employer OPEB 
Plan that provides health care benefits for retired 
members and their eligible dependents. The OPEB Plan is 
funded by Santa Barbara County and participating 
employers (see box to right) and is administered in 
accordance with §401(h) of the Internal Revenue Code. It 
was established on September 16, 2008, by the County 
Board of Supervisors who created a 401(h) Medical Trust. 
Also in 2008, an application for determination and a 
voluntary compliance plan was submitted to the Internal 
Revenue Service (IRS), and in October 2013, the IRS acted 
favorably on the application. SBCERS and its participating 
employers currently operate under the Voluntary 
Compliance Plan Statement and regulations adopted in 
2013.  

Plan membership 

On June 26, 2012, the County closed the OPEB Plan to new general employees, and on June 20, 2016, 
the OPEB Plan was closed to new County safety members. The OPEB Plan has been closed to all new 
entrants with membership dates in SBCERS on or after December 31, 2018. At June 30, 2023, 100% of 
eligible SBCERS’ retirees participated in the OPEB program. The membership status demographics as of 
the June 30, 2022 valuation report are shown below: 

Inactive plan members or beneficiaries currently receiving benefit payments 4,733 

Inactive plan members entitled to but not yet receiving benefit payments 868 

Active plan members/active employees 2,119 

Total 7,720 

OPEB Benefit Provisions 

Benefits provided 

SBCERS offers healthcare, vision, and dental benefits for retirees and their dependents. Benefits are 
provided by third party providers. The County negotiates the health care insurance contracts with the 
carriers covering both active and retired members. Retirees are offered the same health plans as active 
employees, as well as plans for retirees on Medicare. Retiree premiums are calculated by the County and 
its consultants. 

SBCERS’ retirees who elect to purchase employer qualified health plans are eligible to receive an explicit 
subsidy for medical premiums funded by the County and other employers. The monthly subsidy is $15 
per year of service. If the monthly premium for the health plan selected is less than $15 times the 
member’s years of service, the subsidy is limited to the entire premium. The health plans include 
coverage for eligible spouses and dependents. After the member’s death, a beneficiary is eligible to 
continue health plan coverage. The subsidy benefit will be equal to $15 per year of service times the 
survivor continuation percentage applicable for pension benefits. If a member is eligible for a disability 

OPEB Employers 
 County of Santa Barbara 
 Air Pollution Control District 
 Santa Barbara County Superior Court 
 Carpinteria Cemetery 
 Goleta Cemetery 
 Santa Maria Cemetery 
 SBCAG 
 Summerland Sanitary 
 Carpinteria-Summerland Fire 

Protection District 
 

Oak Hill Cemetery, Mosquito & Vector 
Management District, and Santa 
Barbara County Local Agency Formation 
Commission do not participate in the 
OPEB Plan. 
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retirement benefit, the member can receive a monthly health plan subsidy of $187 or $15 per year of 
service, whichever is greater. 

Retirees who choose not to participate in a employer qualified health plan receive a monthly benefit of 
$4 per year of service. This benefit, known as a Healthcare Reimbursement Arrangement, reimburses 
qualified health care expenses through a qualified health reimbursement account. 

The table below is a summary of the actual benefits awarded and actual enrollees participating in the 
OPEB Plan as of June 30, 2023. 

OPEB HEALTH CARE BENEFITS 

 

OPEB Funding Policy – Contributions 

All OPEB Employers Other than the County, Courts, and APCD 

Through the fiscal year ended June 30, 2022, the OPEB Plan was funded on a pay-as-you-go basis by all 
employers with the exception of the County and APCD as explained below. 

County of Santa Barbara 

The County began increasing funding contributions beyond pay-as-you-go during the fiscal year ended 
June 30, 2014, when the County adopted a budget policy of increasing the contributions to the OPEB 
Plan by 0.25% of covered payroll per fiscal year. On March 1, 2016, the County adopted a resolution 
approving an OPEB (401(h) Account) Funding Policy. This policy provides for funding the OPEB Plan at 4% 
of Covered Payroll for the 401(a) Pension Plan (as opposed to the smaller covered payroll of the OPEB 
Plan). This funding policy was applicable beginning July 1, 2016. 

Santa Barbara County Air Pollution Control District (APCD) 

APCD has been advance funding the OPEB Plan since the calendar year 2009. The contributions made by 
APCD have exceeded the actuarially developed cost of the OPEB Plan for several years. Beginning in early 
2021, APCD’s OPEB plan is fully funded and APCD has ceased contributions. 

Santa Barbara County Superior Court 

The Courts submitted a one-time prefunding contribution of $1.3 million as of June 30, 2017 but have 
no formal pre-funding policy. 
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OPEB Investments 

Investment policy  

SBCERS maintains the allocation of invested assets and implements a strategy that reduces risk through 
diversification of 60% Domestic Equity and 40% Fixed Income asset classes. 

OPEB ASSET CLASS AND TARGET ALLOCATION 

Asset Class Target Allocation 

Domestic Equity 60% 

Core Fixed Income 40% 

Total 100% 

Money-Weighted Rate of Return 

For the fiscal year ended June 30, 2023, the annual money-weighted rate of return on investments was 
10.72%. Investment fees are presented in financial statements separately for informational purposes. 
The fees are allocated to the participating employers and included in the administrative expense 
reimbursement paid by employers. Therefore, the money-weighted rate of return that expresses 
investment performance is only adjusted for the changing amounts actually invested and not the fees 
paid. 

Employers’ Net OPEB Liability 

The net OPEB liability is measured at the Total OPEB Liability (TOL) less the amount of the OPEB Plan’s 
fiduciary net position. This net OPEB liability is an accounting measurement for financial statement 
reporting purposes as a result of GASB Statement No. 74. The measurements are based on the fair value 
of assets as of June 30, 2023 and the TOL as of the valuation date, June 30, 2022, updated to the 
measurement date, June 30, 2023. The components of the OPEB Plan’s net OPEB liability on June 30, 
2023, are in the schedule on the following table. 

SCHEDULE OF NET OPEB LIABILITY 

 

OPEB Actuarial Valuation and GASB 74 Reporting 

SBCERS’ OPEB Plan’s actuarial valuation was conducted by Cheiron, Inc. as of June 30, 2022 and 
performed in accordance with GASB Statements No. 74 and No. 75. Additionally, Cheiron Inc. issued a 
GASB 74/75 report as of June 30, 2023 for the OPEB Plan in accordance with GASB Statements No. 74 
and No. 75. These two reports meet the requirements to satisfy financial statement reporting guidelines 
that apply to organizations that administer the OPEB plan. The OPEB valuation is generated annually; 
prior to 2016 it was performed bi-annually. 
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Actuarial Assumptions and Methods  

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the 
probability of events far into the future. Actuarially determined amounts are subject to continual revision 
as actual results are compared to past expectations and new estimates are made about the future. The 
assumptions and methodology for developing the Total OPEB Liability (TOL) as of June 30, 2023 were 
adjusted for discount rates and assumptions listed in the following section. 

For details on the assumption used in the OPEB plan actuarial valuation, please refer to the experience 
study report, which was finalized on January 10, 2020, and can be found online at www.sbcers.org.  

Based on recent plan experience, the plan type election assumption was broken into non-Medicare-
eligible and Medicare-eligible components. The Medicare-eligible assumption did not change from that 
used in the prior valuation. For the non-Medicare-eligible assumption, we assumed that 40% of future 
retirees will select a monthly subsidy for employer health plan benefits of $15 per year of service, while 
60% will select the $4 cash benefit option. 

SUMMARY OF OPEB ACTUARIAL ASSUMPTIONS 
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The following assumptions are included in the Actuarial Section of this report: 

 Retirement rates for active employees 

 Retirement ages for terminated vested participants 

 Rates of Termination 

 Rates of Mortality 

 Rates of Disability 

 Family Composition 

OPEB Sensitivity Analysis 

The long-term expected return on OPEB Plan assets or discount rate used to measure the TOL was 7.00% 
as of June 30, 2023. The changes in the discount rate affect the measurement of the TOL in that a lower 
discount rate or expected rate of return will generate a higher TOL and a higher discount rate will produce 
a lower TOL. The effect on the TOL of a 1.0% increase or decrease in the discount rate is illustrated in the 
following chart. 

SCHEDULE OF NET OPEB LIABILITY SENSITIVITY 

 

Since the dollar amount of the benefits provided are not expected to increase and are below the current 
premiums for health benefits, no trend assumptions are used in calculating the OPEB liabilities. 

9. ADMINISTRATIVE EXPENSE 

The Board adopted an annual budget for the fiscal year ended June 30, 2023, that covers the 
administration expense of the System with the earnings of the retirement fund. Such expenditures are 
subject to limitations imposed by statute, California Government Code §31580.2. Using the actuarial 
accrued liability to calculate the statutory budget amount, the calculated limit for the fiscal year ended 
June 30, 2023 was $9.4 million.  

SBCERS has been in compliance with the rules governing administrative expense in prior years. Total 
administrative expense for the fiscal year ended June 30, 2023 was $6.4 million, of which $5.3 million 
was subject to the limitation. Actuarial costs, investment expenses related to staff salaries & travel, along 
with computer technology expenses related to computer hardware, and technology consulting services 
in support of these computer products shall not be considered costs of administration of the retirement 
system for purposes of this code section.  

Administrative expenses for OPEB are allocated back to the participating employers based on level of 
participation in the program. These administrative costs are billed to these employers and are therefore 
not paid for by the OPEB Plan. 
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SBCERS’ ADMINISTRATIVE EXPENSE 

 

10. COMMITMENTS AND CONTINGENCIES 

In the normal course of business, denials of applications for benefits are appealed to the Superior Court. 
The outcome of these decisions will have no material impact on the financial status of SBCERS. 

A petition for a writ of mandate was filed in the Santa Barbara Superior Court during the fiscal year, 
seeking to set aside and vacate SBCERS Board of Retirement determinations that compensation earnable 
related to stand by pay be removed from the calculation of retirement benefits for several SBCERS 
members.  SBCERS determinations regarding compensation earnable for these members were made 
pursuant to 2020 California State Supreme Court ruling in Alameda County Sheriffs’ Assoc. v. Alameda 
County Retirement Assoc. (the “Alameda Decision”).  

11. SUBSEQUENT EVENTS 

Management has reviewed subsequent events up to the date of the Independent Auditor’s Report of 
December 1, 2023 and has no subsequent events to report.  
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REQUIRED SUPPLEMENTARY INFORMATION 
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REQUIRED SUPPLEMENTARY INFORMATION – PENSION 

CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS 
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EMPLOYER PENSION CONTRIBUTION HISTORY 

 

MONEY-WEIGHTED RATE OF RETURN – PENSION 
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NOTES TO REQUIRED SUPPLEMENTARY INFORMATION – PENSION 
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REQUIRED SUPPLEMENTARY INFORMATION – OTHER 
POSTEMPLOYMENT BENEFITS (OPEB) 

MONEY-WEIGHTED RATE OF RETURN – OPEB 
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NOTES TO REQUIRED SUPPLEMENTARY INFORMATION – OPEB 

The information presented in the required supplementary schedule was determined as part of the 
actuarial valuation dated June 30, 2022. Additional information as of the latest actuarial valuation 
follows. The OPEB actuarial valuation is produced on an annual basis beginning in 2016. 
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OTHER SUPPLEMENTARY INFORMATION 
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OTHER SUPPLEMENTARY INFORMATION – PENSION 

SCHEDULE OF ADMINISTRATION EXPENSE  – PENSION 
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SCHEDULE OF PENSION INVESTMENT EXPENSE 

 

SCHEDULE OF CONSULTANT PAYMENTS – PENSION 

 

Consultant payments for the OPEB plan are included in the above schedule. 
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OTHER SUPPLEMENTARY INFORMATION –  

OTHER POSTEMPLOYMENT BENEFITS (OPEB) 

SCHEDULE OF ADMINISTRATION EXPENSE - OPEB 
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INVESTMENT 
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MEMORANDUM FROM RVK, INC. 
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INVESTMENT POLICIES 
External investment management firms manage Santa Barbara County Employees’ Retirement System 
(SBCERS or the System) investment assets. Professional investment consultants, along with staff, closely 
monitor the activity of these managers and assist the Board of Retirement (the Board) with the 
implementation of investment policies and long-term investment strategies. 

The Board, having sole and exclusive authority and fiduciary responsibility for the investment and 
administration of the System, has adopted an investment policy which covers various investment types. 
This document reflects the Board’s policies for management of the System’s investments. 

The Board recognizes that a prudent, well-articulated investment policy is crucial to the long-term 
success of the System. As such, the Board has developed these investment policies with the following 
goals in mind: 

 To clearly and explicitly establish the objectives and parameters that govern the 
investment of the System’s assets. 

 To establish a target asset allocation designed to satisfy the System’s long-term objective 
of funding the benefits promised to members and beneficiaries. 

 To establish the guidelines by which the Board will delegate a portion of its authority 
over investment of the assets of the System to consultants, managers, and partners, and 
will monitor their performance to assure compliance with the investment policy. 

The following general investment goals broadly articulate the philosophy by which the Board will manage 
the assets of the System in accordance with the law. 

 The Board seeks to achieve a return on investment relative to acceptable levels of 
liquidity and investment risk that are prudent and reasonable, given capital market 
conditions from time to time. While the Board recognizes the importance of the 
preservation of capital, it also acknowledges the theory of capital market pricing which 
maintains that varying degrees of investment risk should be rewarded with 
compensating returns. Consequently, prudent risk-taking is appropriate. 

 The Board’s investment policies and practice shall at all times comply with all applicable 
state and federal laws and regulations. 

The Board’s investment strategy is designed to ensure the prudent and diversified investment of assets 
in such a manner as to provide real growth of assets over time while protecting the value of such assets 
from undue risk of loss, at the minimum possible cost, and without sacrificing return. 
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INVESTMENT SUMMARY – PENSION 
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ACTUAL ASSET ALLOCATION 

 

Allocations may differ slightly from Investment Summary on previous page due to securities, collateral, 
and short-term investments. 
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TARGET ASSET ALLOCATION 

 



 

75 

 

INVESTMENT RESULTS BASED ON FAIR VALUE 
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SCHEDULE OF TOP TEN EQUITY SECURITIES 

 

SCHEDULE OF TOP TEN BOND HOLDINGS 

 

A complete list of portfolio information is available upon request. 

 



 

77 

 

LIST OF INVESTMENT MANAGERS 

	 	

SCHEDULE OF PROFESSIONAL FEES AND SERVICES – PENSION 
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ACTUARIAL 
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LETTER FROM CHEIRON, INC 
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SUMMARY OF ACTUARIAL ASSUMPTIONS AND METHODS 

ACTUARIAL ASSUMPTIONS AND METHODS 

Recommended by the actuary and adopted by the Board of Retirement (the Board), the actuarial 
assumptions used to determine the liabilities are based on the results of the June 30, 2022 Experience 
Study covering the period from July 1, 2016 through June 30, 2019. The Board adopted the new 
assumptions on January 22, 2020 for use beginning with the June 30, 2019 actuarial valuation. The total 
pension liability at June 30, 2023 was determined by completing a roll-forward calculation based on the 
actuarial valuation conducted as of June 30, 2022, using the actuarial assumptions from that valuation 
applied to all prior periods included in the measurement in accordance with the requirements of 
Governmental Accounting Standards Board (GASB) Statement No. 67 (GASB 67). 

ACTUARIAL COST METHOD 

Santa Barbara County Employees’ Retirement System (SBCERS or the System) uses the entry age normal 
actuarial cost method, with the total normal cost based on the sum of the normal costs for each 
individual active member (adopted November 20, 2013). The Unfunded Actuarial Liability (UAL), if any, 
is amortized as a level percentage of the projected salaries of present and future members of SBCERS 
over specified fixed periods of time. Level percentage of projected salaries was chosen over level dollar 
as the amortization base because the former more appropriately reflects the revenue stream for 
participating employers. The Board adopted a layered 19-year amortization period with direct rate 
smoothing which remains in effect for June 30, 2023. The UAL for periods prior to June 30, 2014 is being 
amortized as a single layer and funded over a “closed” 17-year period with 10 remaining amortization 
years as of the June 30, 2020 actuarial valuation. The exception is that the additional UAL attributable to 
the creation of Safety Plan 6 which is being amortized over a closed 17-year period, with 8 years 
remaining for the June 30, 2020 actuarial valuation. The annual UAL amortization amount is determined 
by an amortization factor multiplied by employed member payroll, or amortization base, for that year. 
The amortization factors for each layer will increase each year during the phase-in period, remain 
constant during the level period, and decrease during the phase-out period. Because SBCERS has chosen 
to amortize the UAL as a percentage of pay, the amortization base will also change when the discount 
rate or salary assumptions are changed. Because the salary scale changed from the prior valuation due, 
the amortization base has changed from the previous valuation.  

ACTUARIAL ASSET VALUATION METHOD 

Effective with the June 30, 2014 valuation, the assets are valued at fair value. Prior to the June 30, 2014 
valuation, assets were valued using a five-year smoothing method based on the difference between 
expected and actual fair value of assets. 

AMORTIZATION OF GAINS AND LOSSES 

Actuarial gains and losses reflected in the current UAL are amortized over a closed seventeen-year period 
effective June 30, 2013 (adopted November 20, 2013). Effective with the June 30, 2014 valuation any 
new sources of UAL due to actuarial gains and losses, assumption changes or method changes is 
amortized over a closed 19-year period, with five year ramp up period at the beginning of the period, a 
four year ramp down at the end of the period and 10 years of level payments as a percentage of payroll. 
This method is a type of direct rate smoothing.  
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INVESTMENT RATE OF RETURN 

Future investment earnings are assumed to accrue at an annual rate of 7.00%, compounded annually, 
exclusive of investment, but not administrative, expenses. The investment rate of return of 7.00% is 
comprised of 2.75% for Consumer Price Index (CPI) and 4.25% real investment return. 

ADMINISTRATIVE EXPENSES 

Beginning with the June 30, 2013 actuarial valuation, the cost of expected administrative expenses are 
reflected directly in the employer and employee contribution rates, rather than being implicitly allocated 
based on a discount rate net of administrative expenses. As of the June 30, 2020 actuarial valuation, a 
load of 3.30% has been applied to the employee contribution rates and 3.30% to the employer rates, 
based on an assumed administrative expense amount of $6.4 million for the current plan year.  

PROJECTED SALARY INCREASES 

Rates of annual salary increases (adopted January 22, 2020) assumed for the purpose of the valuation 
are: 

 Variable percentage annually for merit, longevity based on service (duration), and employment 
classification (general/safety)  

 3.00% for wage inflation (2.75% for consumer price inflation and 0.25% for real wage inflation) 

POST-RETIREMENT BENEFIT INCREASES 

Cost-of-living benefit increases after retirement are assumed at the following rates per year per plan. 

2.9% General Plan 5, Safety Plans 4, 6, and 8 (PEPRA), APCD Plans 1 and 2 

General Plan 8 (PEPRA) if employer did not implement General Plan 7 prior to 
January 1, 2013 

2.0% General Plan 7, APCD Plan 8 (PEPRA) 

General Plan 8 (PEPRA) if employer implemented General Plan 7 prior to 
January 1, 2013 

0.0% General Plan 2 

 General Plan 7, General Plan 8 (PEPRA) and APCD Plan 8 (PEPRA) are limited to a maximum 2.0% 
cost-of-living adjustment. 

 General Plan 2 is not eligible to receive these adjustments (adopted February 21, 2001). 

MORTALITY RATE ASSUMPTIONS 

Mortality rates for General active members are based on the sex distinct Public General 2010 Above-
Median Income Employee Mortality Table, with generational mortality improvements projected from 
2010 using 80% of Projection Scale MP-2020, without adjustment.  

Non-duty related mortality rates for Safety active members are based on the sex distinct Public Safety 
2010 Employee Mortality Table, with generational mortality improvements projected from 2010 using 
80% of Projection Scale MP-2020, without adjustment. 

Safety active members are also subject to the 2021 CalPERS Preretirement Industrial Mortality Table for 
duty-related deaths, with generational improvement projected from 2017 using 80% of Projection Scale 
MP-2020.  
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Mortality rates for healthy General annuitants are based on the sex distinct Public General 2010 Above-
Median Income Retiree Mortality Table, with generational mortality improvements projected from 2010 
using 80% of Projection Scale MP-2020.  

Mortality rates for Safety annuitants are based on the sex distinct Public Safety 2010 Retiree Mortality 
Table, with generational improvements projected from 2010 using 80% of Projection Scale MP-2020. 

Mortality rates for General disabled retirees are differentiated by type of disability retirement. 

a) General disabled retirees with duty disabilities are valued with mortality rates based on the 2021 
CalPERS Industrial Disabled Annuitant Mortality Table, with generational improvements 
projected from 2017 using 80% of Projection Scale MP-2020. 

b) General disabled retirees with non-duty disabilities are valued with mortality rates based on the 
2021 CalPERS Non-Industrial Disabled Annuitant Mortality Table, with generational 
improvements projected from 2017 using 80% of Projection Scale MP-2020. 

c) Mortality rates for General active members assumed to become disabled are valued using the 
previously sated assumptions that 60% of General disabilities are service related (e.g., duty or 
industrial). The mortality rates used for this group are a blend of 60% of the table described in 
(a) above and 40% of the table described in (b) above, with generational improvements 
projected from 2017 using 80% of Projection Scale MP-2020. 

Mortality rates for Safety disabled retirees are based on 2021 CalPERS Industrial Disabled Annuitant 
Mortality Table, with generational improvements projected from 2017 using 80% of Projection Scale MP-
2020. 

PROBABILITY OF SEPARATION FROM ACTIVE SERVICE 

The following tables indicate the probability of separation from active service for each of six separate 
sources of termination: 

1. Service Retirement: Member retires after satisfaction of requirements of age and/or service for 
reasons other than disability. 

2. Duty Disability: Member receives disability retirement; disability is employment related. 
3. Ordinary Disability: Member receives disability retirement; disability is not employment related. 
4. Ordinary Death: Member dies prior to eligibility for retirement, death is not employment related. 
5. Service Death: Member dies in service as a result of injury or disease arising out of and in the course 

of employment. 
6. Other Terminations: Member terminates and requests a refund of member contributions and/or 

terminates and leaves the contributions on deposit (vested terminations). 

The probability shown for each cause of termination represents the probability that a given member will 
terminate at a particular age for the indicated reason. For example, if the probability of retirement age 
50 is 3%, then we are assuming that 3% of eligible members at age 50 will retire during the next year. 

The age at which a vested terminated member is assumed to commence the payment of retirement 
benefits is as follows: 
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AGE ASSUMPTION FOR COMMENCEMENT OF RETIREMENT BENEFIT PAYMENTS 

 

RATE OF SEPARATION FROM ACTIVE SERVICE – GENERAL PLANS 

 

RATE OF SEPARATION FROM ACTIVE SERVICE – SAFETY PLANS 
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RATE OF SEPARATION FROM ACTIVE SERVICE – DISABILITY RELATED 

 

Service Related Disability 

All disabilities for members with less than five years of service are assumed to be service-related. 100% 
of Safety and 60% of General disabilities where the member has five or more years of service are 
assumed to be service-related. 
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SALARY INCREASE ASSUMPTIONS 
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REFUND OF CONTRIBUTIONS UPON TERMINATION OF EMPLOYMENT (WITHDRAWAL) 

 

Reciprocal Transfers 

30% of vested terminated General (except Plan 2) and 35% of vested terminated Safety Members that 
leave their member contributions on deposit with the plan are assumed to be active in reciprocal 
plans. 

PENSION PLAN SCHEDULES 
Pension schedules in the required supplementary information are intended to show information for ten 
years. Additional years’ information will be displayed as it becomes available. 

SCHEDULE OF RETIRANTS AND BENEFICIARIES ADDED TO AND REMOVED FROM THE ROLLS – PENSION 
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SCHEDULE OF FUNDED LIABILITIES BY TYPE – PENSION 
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ACTUARIAL ANALYSIS OF FINANCIAL EXPERIENCE – PENSION 

 

SCHEDULE OF FUNDING PROGRESS – PENSION 
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OTHER POSTEMPLOYMENT BENEFITS (OPEB) SCHEDULES 
OPEB schedules in the required supplementary information are intended to show information for ten 
years. Additional years’ information will be displayed as it becomes available. 

ACTIVE MEMBER DATA – OPEB 

 

SCHEDULE OF RETIRANTS AND BENEFICIARIES ADDED TO AND REMOVED FROM THE ROLLS – OPEB 
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MEMBER BENEFIT COVERAGE INFORMATION – OPEB 

 

ACTUARIAL ANALYSIS OF FINANCIAL EXPERIENCE – OPEB 
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SCHEDULE OF FUNDING PROGRESS – OPEB 
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SUMMARY OF MAJOR PENSION PLAN PROVISIONS 

ELIGIBILITY 

The County of Santa Barbara (the County) has established several defined benefit tiers based primarily 
on a member’s date of entry into SBCERS. There are two types of SBCERS members: 

Safety members: employees whose principal duty is active law enforcement or active fire suppression. 
Membership in a particular tier depends upon date of entry to the System and bargaining unit. 

General members: all non-Safety members who are otherwise eligible for System membership. A 
member’s tier depends primarily upon date of entry into the System. 

APCD Plan 1:  Air Pollution Control District (APCD) employees hired on or before July 3, 
1995* 

APCD Plan 2: APCD employees hired after July 3, 1995* 

General Plan 2: Employees hired on or before January 11, 1999 and who elected to join 
General Plan 2 

Safety Plan 4A & 

General Plan 5A: 

General employees hired before October 10, 1994 who did not elect to 

join General Plan 2, and Safety employees hired before October 10, 1994* 

Safety Plan 4B & 

General Plan 5B: 

Employees hired on or after October 10, 1994* 

 

General Plan 5C: Members in certain bargaining units hired on or after October 10, 1994, and 
those in bargaining units transferred from Plan 5B on March 10, 2008* 

General Plan 7: County General employees hired on or after June 25, 2012* 

APCD adopted Plan 7 immediately before adopting Plan 8; no APCD members 
are active in this plan 

General Plan 8: General (including APCD) new members hired on or after January 1, 2013 
(PEPRA) 

Safety Plan 4C: Members in certain bargaining units who were hired on or after October 

10, 1994 and those in bargaining units transferred from Plan 4B on July 3, 
2006* 

Safety Plan 6A: Members in certain bargaining units hired prior to October 10, 1994, and 

those in bargaining units transferred from Plan 4A on February 25, 2008* 

Safety Plan 6B: Members in certain bargaining units hired after October 10, 1994, and those 
in bargaining units transferred from Plan 4D on February 25, 2008* 

Safety Plan 8: New safety members hired on or after January 1, 2013 (PEPRA)  

* Plan closed to new members hired on or after January 1, 2013, unless such members are prior members 
of these plans or qualify as reciprocal members from other retirement systems. 
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FINAL COMPENSATION 

 Monthly average of highest 12 consecutive months of compensation earnable for General Plans 5A 
and 5B, Safety Plans 4A, 4B, 6A, and APCD Plans 1 and 2. 

 Monthly average of highest 36 consecutive months of compensation earnable for General Plans 5C 
and 7, Safety Plans 4C and 6B, part-time members in all plans, and Plan 8 (PEPRA) members. 
Compensation for Plan 8 members excludes certain pay elements, such as terminal payouts, and is 
limited to 100% or 120% of 2013 Social Security Taxable Wage Base, indexed in future years by CPI-
U, based on whether the member is covered under Social Security.  

 Monthly average of highest 36 non-consecutive months of compensation for General Plan 2. 

SERVICE RETIREMENT 

Normal Retirement Age 
 Age 59 for General Plan 2 (Government 

Code Section §31486.4) 
 Age 59 for General Plan 5 (§31676.12) 
 Age 59 for General Plan 7 (§31676.1) 
 Age 59 for General Plan 8 (§7522.20) 

 Age 59 for APCD Plans (§31676.15) 
 Age 55 for Safety Plan 4 (§31664.2)  
 Age 50 for Safety Plan 6 (§31664.1) 
 Age 55 for Safety Plan 8 (§7522.25) 

Early Retirement 
 Age 50, 5 years of service, and 10 years 

elapsed since membership for General Plans 
5 and 7, APCD Plans, and Safety Plans 

 Age 55, 10 years of service, and 10 years 
elapsed since membership for General Plan 
2 

 Age 52 and 5 years of service for General 
and APCD Plan 8 (PEPRA) 

 Age 50 and 5 years of service for Safety Plan 
8 (PEPRA) 

OR: 

 30 years of service for General Plans 5 and 7 
and APCD Plans (other than Plan 8) 

 20 years of service for Safety Plans (other 
than Plan 8) 

 Age 70 regardless of service for General 
Plans 5 and 7, and APCD Plans 

Benefit at Normal Retirement Age 

 2% of final average salary per year of service times age factor for General Plan 5 and APCD Plans 
(§31676.12 and §31676.15, respectively). 

 1/60 of final average salary per year of service times age factor for General Plan 7 (§31676.1). 
 2% of final average salary per year of service (maximum 35 years) plus 1% of final average salary per 

year of service in excess of 35 (maximum 10 years) reduced by 1/35 of Social Security benefit at age 
65 per year of service (maximum 35 years) for General Plan 2 (§31486.4). 

 3% of final average salary per year of service times age factor for Safety Plans (§31664.2, §31664.1), 
excluding Plan 8. 

 1% of final average salary per year of service at age 52, increasing by 0.1% for each year of age to 
2.5% at age 67 for General Plan 8 (PEPRA). In between exact ages, the multiplier will increase by 
0.025% for each quarter year increase in age. 

 2% of final average salary per year of service at age 50, increasing by 0.1% for each year of age to 
2.7% at age 57 for Safety Plan 8 (PEPRA). In between exact ages, the multiplier will increase by 
0.025% for each quarter year increase in age. 
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Benefit adjustments 

Reduced for retirement before: 

 Age 65 for §31486.4 (General Plan 2) 
 Age 57 for §31676.12 (General Plan 5) 
 Age 55 for §31664.2 (Safety Plan 4) 
 Age 50 for §31664.1 (Safety Plan 6)  

 Age 55 for §31676.15 (APCD Plans) 
 Age 67 for General Plan 8 (PEPRA) 
 Age 57 for Safety Plan 8 (PEPRA)

Reductions for §31486.4 are actuarial equivalents. 

Increased for retirement after: 

 Age 57 for §31676.12 (General Plan 5)  
 Age 55 for §31676.15 (APCD Plans) 

DISABILITY RETIREMENT 

 Non-service connected for General Plans 5, 7, and 8, Safety Plans 4, 6, and 8, and APCD Plans 
 1.8% of final average salary per year of service (1.5% for General Plan 8, APCD Plans, and General 

Plan 7), with maximum of 33⅓% if projected service is used (age 62 for General Plans 5 and 7, 
age 55 for Safety Plans 4 and 6, and age 65 for Plan 8 / PEPRA and all APCD Plans) or  

 Service retirement benefit (if eligible). 
 APCD members receive a monthly supplemental allowance of $300. 

 
 Service connected for General Plans 5, 7, and 8, Safety Plans 4, 6, and 8 and APCD Plans 

 Greater of 50% of final average salary or service retirement benefit (if eligible). 
 APCD members receive a monthly supplemental allowance of $300. 

 
 General Plan 2 purchases long-term insurance policy. 

 60% of salary provided outside of the Plan. 
 Payments are reduced by other disability income benefits. 
 Service retirement at age 65 (credit given toward service retirement while disabled under the 

Long-Term Disability (LTD) Plan). 

DEATH BEFORE RETIREMENT 

 Non-service connected before eligible to retire for General Plans 5, 7, and 8, Safety Plans 4, 6, and 8 
and APCD Plans. 
 Refund of contributions plus 1/12 of last year’s salary per year of service up to six years. 

 Eligible for non-service connected disability or service retirement for General Plans 5, 7, and 8, Safety 
Plans 4, 6, and 8 and APCD Plans. 
 60% of member’s accrued allowance. 

 Service connected for General Plans 5, 7, and 8, Safety Plans 4, 6, and 8 and APCD Plans. 
 50% of salary or service retirement benefit (if eligible). 

 Benefit for General Plan 2. 
 1/12 of final year’s salary per year of service up to six years. 

DEATH AFTER RETIREMENT 

 $5,000 lump sum death benefit for General Plans 5, 7, and 8, Safety Plans 4, 6, and 8, and  
APCD Plans.  

 Service retirement or non-service connected disability. 
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 60% of member’s allowance payable to an eligible spouse for General Plans 5, 7, and 8, 
Safety Plans 4, 6, and 8 and APCD Plans. 

 50% of member’s allowance payable to an eligible spouse for General Plan 2. 
 Service connected disability 

 100% of member’s allowance payable to an eligible spouse for General Plans 5, 7, and 8, 
Safety Plans 4, 6, and 8 and APCD Plans. 

 50% of member’s allowance payable to an eligible spouse for General Plan 2. 

VESTING 

 Must leave contributions on deposit. 
 Five years of service for General Plans 5, 7, and 8, Safety Plans 4, 6, and 8 and APCD Plans. 
 Ten years of service for General Plan 2. 

MEMBER’S CONTRIBUTIONS 

 Based on entry age (except Plan 8 / PEPRA – General and Safety). 
 Half rates for General Plans 5A, 5C and 7, Safety Plans 4A, 4C, 6A and 6B, and APCD Plan 1. 
 Full rates for General Plan 5B, Safety Plan 4B, and APCD Plan 2. 
 Half of total normal cost for All Plan 8 / PEPRA (General and Safety) members, with covered 

compensation limited to 100% or 120% of 2013 Taxable Wage Base (indexed based on CPI-U). 
 General Plan 2 is noncontributory. 

MAXIMUM BENEFIT 

 100% of final average salary for General Plans 5 and 7, Safety Plans 4 and 6, and APCD Plans. 
 No maximum for Plan 8 / PEPRA, other than limits on compensation specified in final average 

compensation provisions. 
 Benefit and Social Security combined cannot exceed 70% of final average salary if service is less than 

35 years, otherwise 80% for General Plan 2. 

COST-OF-LIVING 

 Up to 3% cost-of-living adjustment for General Plan 5, Safety Plans 4, 6, and 8 (PEPRA), and  
APCD Plans 1 and 2. 

 Limited to a maximum 2% cost-of-living adjustment for General Plan 7 and any General Plan 8 
members where the employer had adopted General Plan 7 for new hires. 

 None for General Plan 2. 
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STATISTICAL  
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INTRODUCTION TO THE STATISTICAL SECTION 
 

The information in this section is not covered by the Independent Auditor’s Report, but is presented as 
supplemental data for the benefit of the readers of the annual comprehensive financial report. The 
objective of this section is to provide historical perspective, context, and detail to assist in utilizing the 
basic financial statements, notes to the financial statements, and required supplementary information 
to understand and assess Santa Barbara County Employees’ Retirement System’s (SBCERS or the System) 
economic condition. The following schedules reflect financial trend and operating information. 

 The Schedule of Additions to Pension and OPEB Plans by Source reflects the various sources of 
income to the System net of investment fees.  

 The Schedule of Deductions from Pension and OPEB Plans by Type reflects the major expenses 
of the System. The major expenses include benefits paid, refunds and administrative expenses.  

 The Schedule of Benefit Expenses of Pension and OPEB Plans by Type reflects a breakdown of 
the types of benefits paid. These expenses cover benefits paid by pension plan grouping type, 
death benefits and Other Postemployment Benefits (OPEB).  

 The Schedule of Participating Employers represents the System’s participating employers and 
their active members covered by the plan.  

 The Schedule of Employer Contribution Rates lists a schedule of retirement plans for which 
benefits are being paid and the employer contribution rates associated with each of those plans 
by their respective employer.  

 The Schedule of Average Benefit Payments present the average monthly benefit, average 
annual benefit and number of active retirees, organized by increments of credited years of 
service. 

 The Changes in Fiduciary Net Position contains the financial trend information of the Pension 
Plan. 

 The Changes in Fiduciary Net Position – OPEB contains the financial trend information of the 
OPEB Plan. 
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SCHEDULE OF ADDITIONS TO PENSION AND OPEB PLANS BY SOURCE 

 

SCHEDULE OF DEDUCTIONS FROM PENSION AND OPEB PLANS BY TYPE 

 

SCHEDULE OF BENEFIT EXPENSES BY TYPE – PENSION 
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SCHEDULE OF BENEFIT EXPENSES BY TYPE – OPEB 
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SCHEDULE OF PARTICIPATING EMPLOYERS – PENSION 
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SCHEDULE OF PARTICIPATING EMPLOYERS – OPEB 
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SCHEDULE OF EMPLOYER CONTRIBUTION RATES – PENSION 
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SCHEDULE OF AVERAGE BENEFIT PAYMENTS – PENSION 

 



 

109 

 

CHANGES IN FIDUCIARY NET POSITION – PENSION 
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CHANGES IN FIDUCIARY NET POSITION – OPEB 
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GLOSSARY  
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ACCUMULATED PLAN BENEFITS: Benefits attributable under the provisions of a pension plan to 
employees for services rendered to the benefit information date. 

ACTUARIAL ASSUMPTIONS: Assumptions used in the actuarial valuation process as to the occurrence of 
future events affecting pension costs, such as mortality, withdrawal, disablement and retirement; 
changes in compensation and national pension benefits; rates of investment earnings and asset 
appreciation or depreciation; procedures used to determine the actuarial value of assets; characteristics 
of future entrants for open group actuarial cost methods and other relevant items. 

ACCRUAL BASIS OF ACCOUNTING: The recording of the financial effects on a government of transactions 
and other events and circumstances that have cash consequences for the government in the periods in 
which those transactions, events and circumstances occur, rather than only in the periods in which cash 
is received or paid by the government. 

ACTUARIAL LIABILITY: The portion, as determined by a particular cost method, of the total present value 
of benefits that is attributable to past service credit. 

ACTUARIAL GAIN (LOSS): A measure of the difference between actual and expected experience based 
upon a set of actuarial assumptions. Examples include a higher return on fund assets than anticipated 
(gain) and higher than expected salary increases (loss). 

ACTUARIAL PRESENT VALUE: The discounted value of an amount or series of amounts payable or 
receivable at various times, determined as of a given date by the application of a particular set of 
actuarial assumptions. 

AMORTIZATION: (1) The portion of the cost of a limited-life or intangible asset charged as an expense 
during a particular period. (2) The reduction of debt by regular payments of principal and interest 
sufficient to retire the debt by maturity. 

ANNUAL COMPREHENSIVE FINANCIAL REPORT (ACFR): The official annual report of a government. It 
includes (a) the four combined financial statements in the combined statements - overview and their 
related notes (the "lift-able" General Purpose Financial Statements) and (b) combining statements by 
fund type and individual fund and account group financial statements prepared in conformity with GAAP 
and organized into a financial reporting pyramid. It also includes supporting schedules necessary to 
demonstrate compliance with finance-related legal and contractual provisions, required supplementary 
information, extensive introductory material and a detailed statistical section. Every government 
reporting entity should prepare an ACFR. 

AUDITOR’S REPORT: In the context of a financial audit, a statement by the auditor describing the scope 
of the audit and the auditing standards applied in the examination, and setting forth the auditor's 
opinion on the fairness of presentation of the financial information in conformity with accounting 
principles generally accepted in the United States of America (GAAP) or other comprehensive basis of 
accounting. 

ENTRY AGE ACTUARIAL COST METHOD: A method under which the actuarial present value of the 
projected benefits of each individual included in an actuarial valuation is allocated on a level basis over 
the earnings or service of the individual between entry age and assumed exit age(s). The portion of this 
actuarial present value allocated to a valuation year is called the normal cost. The portion of this actuarial 
present value not provided for at a valuation date by the actuarial present value of future normal costs 
is called the actuarial liability.  
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MEASUREMENT DATE: The date as of which an asset or liability has been rolled forward to based on that 
asset or liability’s calculated value as of a valuation date.  

NORMAL COST: The ongoing annual cost allocated to the System by a particular actuarial cost method 
for providing benefits (future cost). Normal cost payments are made during the working lifetime of the 
member. 

OTHER POSTEMPLOYMENT BENEFITS (OPEB): Postemployment benefits that an employee will begin to 
receive at the start of retirement which do not include pension benefits paid. These Other 
Postemployment Benefits can include life insurance premiums, health care premiums and deferred-
compensation agreements. 

PENSION CONTRIBUTION: The amount paid into a pension plan by an employer (or employee), pursuant 
to the terms of the plan, state law, actuarial calculations or some other basis for determinations. 

PENSION TRUST FUND: A trust fund used to account for a public employees’ retirement system. Pension 
trust funds, like nonexpendable trust funds, use the accrual basis of accounting and have a capital 
maintenance focus. 

TREAD WATER INDICATOR (TWI): Measures the minimum annual contribution required in order to 
prevent the net pension liability (NPL) or net OPEB liability (NOL) from growing under reported 
assumptions.  

UNFUNDED ACTUARIAL LIABILITY (UAL): The excess of the actuarial liability over the actuarial value of 
assets. 

UAL AMORTIZATION PAYMENT: The portion of the pension plan contribution, which is designed to pay 
off (amortize) the unfunded actuarial liability in a systematic fashion. Equivalently, it is a series of periodic 
payments required to pay off a debt. 

VALUATION DATE: Date as of which the actuarial valuation is performed. 
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