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VIA E-MAIL AND USPS
June 23, 2016

Dr. James R. Wilbanks

Retirement Administrator

Mendocino County Employees' Retirement Association
625-B Kings Court

Ukiah, CA 95482

Re:  Mendocino County Employees’ Retirement Association (MCERA)
Addendum to the Governmental Accounting Standards (GAS) Statement 67
Actuarial Valuation as of June 30, 2015

Dear James:

In our Governmental Accounting Standards (GAS) Statement 67 actuarial valuation report dated
November 23, 2015, we provided the Net Pension Liability (NPL) and other elements that are
required for completing the Plan’s financial reporting requirements under GAS Statement 67. In
this letter, we have provided as an Addendum to that report two additional schedules that the
American Institute of Certified Public Accountants (AICPA) State and Local Government Expert
Panel recommends be prepared by the Retirement Association’s actuary (Segal Consulting) for
use in allocating the NPL and pension expense by employer, before we issue the full companion
report for the employer’s financial reporting for MCERA under GAS Statement 68.

These two schedules have been developed based on the assumptions, methods, and results shown
in our earlier report dated November 23, 2015. Exhibits Al and A2 detail the method used for
allocating the NPL and they provide the NPL amounts allocated to the three employers at the
County, the Courts, and the Cemetery District in MCERA as of June 30, 2014 and June 30, 2015,
respectively.!

Exhibit B summarizes the allocated NPL, deferred outflows and inflows of resources, and
pension expense by the three employers. Additional information required under GAS Statement
68 that each of the employers will need to disclose will be provided in a separate report,
anticipated to be completed in June.

1 The June 30, 2014 and June 30, 2015 NPL for the General membership class has been allocated to the
three General employers in proportion to the employer contributions made by the employers during
fiscal years 2013-2014 and 2014-2015, respectively. All of the June 30, 2014 and June 30, 2015 NPL
for the Safety and Probation membership classes has been allocated to the County, as they are the sole
active employer.
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Dr. James R. Wilbanks
June 23, 2016
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The undersigned is a member of the American Academy of Actuaries and meets the
Qualification Standards of the American Academy of Actuaries to render the actuarial opinion
herein.
Please give us a call if you have any questions.
Sincerely,
) )]
m«« Ao
Andy Yeung

JRC/gxk
Enclosures
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AICPA Schedules for Mendocino County Employees’ Retirement Association
Addendum to GAS Statement 67 Actuarial Valuation

EXHIBIT Al

Schedule of Employer Allocations as of June 30, 2014

Actual Employer Contributions by Employer and Membership Class
July 1, 2013 to June 30, 2014

Employer

General Safety Probation
General Percentage®  Safety Percentage Probation Percentage

Total Total
Contributions Percentage

County of Mendocino
Mendocino County Courts
Russian River Cemetery District

Total for all Employers

$9,064,284 88.931%  $3,373,863 100.000% $758,383 100.000%
1,076,712 10.564% 0 0.000% 0 0.000%
51,510 0.505% 0 0.000% 0 0.000%

$13,196,530  92.124%
1,076,712 7.516%
51,510 0.360%

$10,192,506  100.000%  $3,373,863 100.000% $758,383 100.000%

@ The unrounded percentages are used in the allocation of the NPL amongst the General employers.

$14,324,752  100.000%

Allocation of June 30, 2014 Net Pension Liability

Employer

General Safety Probation
General Percentage Safety Percentage Probation Percentage

Total Total
NPL Percentage

County of Mendocino
Mendocino County Courts
Russian River Cemetery District

Total for all Employers
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$91,711,341 88.931% $34,305,441 100.000% $4,688,439 100.000%
10,894,043 10.564% 0 0.000% 0 0.000%
521,172 0.505% 0 0.000% 0 0.000%

$130,705,221  91.968%
10,894,043 7.665%
521,172 0.367%

$103,126,556  100.000% $34,305,441 100.000% $4,688,439 100.000%

$142,120,436 100.000%

SEGAL CONSULTING



AICPA Schedules for Mendocino County Employees’ Retirement Association
Addendum to GAS Statement 67 Actuarial Valuation

EXHIBIT Al
Schedule of Employer Allocations as of June 30, 2014 — continued

Notes:

Based on the July 1, 2013 through June 30, 2014 employer contributions as provided by MCERA.

The Net Pension Liability (NPL) for each membership class is the Total Pension Liability (TPL) minus the Plan Fiduciary Net Position (plan assets).
The Total Pension Liabilty for each membership class is obtained from internal valuation results. The Plan Fiduciary Net Position for each membership
class was estimated by adjusting the valuation value of assets for each membership class by the ratio of the total MCERA Plan Fiduciary Net Position to
total MCERA valuation value of assets.

The Safety and Probation membership classes have only one employer (the County), so all of the NPL for Safety and Probation is allocated to the
County.

For the General membership class, the NPL is allocated based on the actual employer contributions within that membership class. The steps used for the
allocation are as follows:

- First calculate the ratio of the employer's contributions to the total contributions for the membership class.

- This ratio is multiplied by the NPL for the membership class to determine the employer's proportionate share of the NPL for the membership class.

If the employer is in several membership classes, the employer's total allocated NPL is the sum of its allocated NPL from each membership class. The
proportionate share of total plan NPL is then the ratio of the employer's total allocated NPL to the total NPL of all employers.
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AICPA Schedules for Mendocino County Employees’ Retirement Association
Addendum to GAS Statement 67 Actuarial Valuation

EXHIBIT A2

Schedule of Employer Allocations as of June 30, 2015

Actual Employer Contributions by Employer and Membership Class
July 1, 2014 to June 30, 2015

Employer

General Safety Probation
General Percentage®  Safety Percentage Probation Percentage

Total Total
Contributions Percentage

County of Mendocino
Mendocino County Courts
Russian River Cemetery District

Total for all Employers

$9,703,567 90.446%  $3,685,471 100.000% $750,003 100.000%
975,397 9.092% 0 0.000% 0 0.000%
49,606 0.462% 0 0.000% 0 0.000%

$14,139,041  93.241%
975,397 6.432%
49,606 0.327%

$10,728,570  100.000%  $3,685,471 100.000% $750,003 100.000%

@ The unrounded percentages are used in the allocation of the NPL amongst the General employers.

$15,164,044 100.000%

Allocation of June 30, 2015 Net Pension Liability

Employer

General Safety Probation
General Percentage Safety Percentage Probation Percentage

Total Total
NPL Percentage

County of Mendocino
Mendocino County Courts
Russian River Cemetery District

Total for all Employers
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$106,408,826 90.446% $42,960,066 100.000% $5,555,469 100.000%
10,696,155 9.092% 0 0.000% 0 0.000%
543,977 0.462% 0 0.000% 0 0.000%

$154,924,361  93.236%
10,696,155 6.437%
543,977 0.327%

$117,648,958  100.000% $42,960,066 100.000% $5,555,469 100.000%

$166,164,493 100.000%

SEGAL CONSULTING



AICPA Schedules for Mendocino County Employees’ Retirement Association
Addendum to GAS Statement 67 Actuarial Valuation

EXHIBIT A2
Schedule of Employer Allocations as of June 30, 2015 — continued

Notes:

Based on the July 1, 2014 through June 30, 2015 employer contributions as provided by MCERA.

The Net Pension Liability (NPL) for each membership class is the Total Pension Liability (TPL) minus the Plan Fiduciary Net Position (plan assets).
The Total Pension Liabilty for each membership class is obtained from internal valuation results. The Plan Fiduciary Net Position for each membership
class was estimated by adjusting the valuation value of assets for each membership class by the ratio of the total MCERA Plan Fiduciary Net Position to
total MCERA valuation value of assets.

The Safety and Probation membership classes have only one employer (the County), so all of the NPL for Safety and Probation is allocated to the
County.

For the General membership class, the NPL is allocated based on the actual employer contributions within that membership class. The steps used for the
allocation are as follows:

- First calculate the ratio of the employer's contributions to the total contributions for the membership class.

- This ratio is multiplied by the NPL for the membership class to determine the employer's proportionate share of the NPL for the membership class.

If the employer is in several membership classes, the employer's total allocated NPL is the sum of its allocated NPL from each membership class. The
proportionate share of total plan NPL is then the ratio of the employer's total allocated NPL to the total NPL of all employers.
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AICPA Schedules for Mendocino County Employees’ Retirement Association

Addendum to GAS Statement 67 Actuarial Valuation

EXHIBIT B

Schedule of Pension Amounts by Employer as of June 30, 2015

County of Mendocino Russian River Total for all
Deferred Outflows of Resources Mendocino County Courts Cemetery District Employers
Differences Between Expected and Actual
Experience $2,981,924 $0 $0 $2,981,924
Changes of Assumptions 22,526,796 1,553,668 79,015 24,159,479
Changes in Proportion and Differences Between
Employer Contributions and Proportionate Share of
Contributions 1,008,976 585,386 17,487 1,611,849
Total Deferred Outflows of Resources $26,517,696 $2,139,054 $96,502 $28,753,252
Deferred Inflows of Resources
Differences Between Expected and Actual
Experience $4,686,822 $454,492 $23,114 $5,164,428
Net Difference Between Projected and Actual
Investment Earnings on Pension Plan Investments 8,176,286 527,979 26,852 8,731,117
Changes of Assumptions 0 0 0 0
Changes in Proportion and Differences Between
Employer Contributions and Proportionate Share
of Contributions 602,873 980,343 28,633 1,611,849
Total Deferred Inflows of Resources $13,465,981 $1,962,814 $78,599 $15,507,394
Net Pension Liability as of June 30, 2014 $130,705,221 $10,894,043 $521,172 $142,120,436
Net Pension Liability as of June 30, 2015 $154,924,361 $10,696,155 $543,977 $166,164,493
Pension Expense
Proportionate Share of Plan Pension Expense $28,291,221 $1,737,830 $88,382 $30,117,433
Net Amortization of Deferred Amounts from
Changes in Proportion and Differences Between
Employer Contributions and Proportionate Share
of Contributions 126,796 -123,463 -3,333 0
Total Employer Pension Expense $28,418,017 $1,614,367 $85,049 $30,117,433
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AICPA Schedules for Mendocino County Employees’ Retirement Association
Addendum to GAS Statement 67 Actuarial Valuation

Notes:
Amounts shown in this exhibit were allocated by employer based on the Employer Allocation Percentage calculated in Exhibit A2.
In determining the pension expense:

- Any differences between projected and actual investment earnings on pension plan investments are recognized over a period of five years beginning
with the year in which they occur.

- Differences between expected and actual experience are recognized over the average of the expected remaining service lives of all employees that
are provided with pensions through MCERA determined as of June 30, 2014 (the beginning of the measurement period ending June 30, 2015) and is
2.83% years.

The average of the expected remaining service lives of all employees was determined by:

- Calculating each active employee’s expected remaining service life as the present value of $1 per year of future service at zero percent interest.
- Setting the remaining service life to zero for each nonactive or retired member.

- Dividing the sum of the above amounts by the total number of active employees and nonactive and retired members.

2 The average of the expected remaining service lives of all employees determined as of June 30, 2013 was 3.42. The decrease from 3.42 years in the
prior addendum to 2.83 years in the current addendum is primarily due to the changes in actuarial assumptions used to measure the expected remaining
service lives as of June 30, 2014, which is the beginning of the measurement period ending June 30, 2015.
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