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GASB 68 ACCOUNTING VALUATION REPORT
Prepared for the SCHOOLS POOL
Cost-Sharing Multiple-Employer Plan

Actuarial Certification

This report provides disclosure and reporting information as required under Governmental Accounting Standards
Board Statement 68 (GASB 68) for the SCHOOLS POOL, a Cost-Sharing Multiple-Employer Defined Benefit Pension
Plan (the Plan or PERF B) administered by the California Public Employees’ Retirement System (CalPERS), for the
measurement period ended June 30, 2017.

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

This accounting valuation report relies on liabilities and related validation work performed by the CalPERS Actuarial
Office as part of the June 30, 2016 annual funding valuation. The census data and benefit provisions underlying the
liabilities were prepared as of June 30, 2016 and certified as part of the annual funding valuation by the CalPERS
Actuarial Office. The June 30, 2016 liabilities, which were rolled forward to June 30, 2017 and used for this
accounting valuation, are based on actuarial assumptions adopted by the CalPERS Board of Administration and
consistent with the requirements of GASB 68. The assumptions and methods are internally consistent and
reasonable.

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

The undersigned is an actuary for CalPERS, who is a member of the American Academy of Actuaries and the Society
of Actuaries and meets the Qualification Standards of the American Academy of Actuaries to render the actuarial
opinion contained herein.

MAY SHUANG YU, ASA, MAAA
Senior Pension Actuary, CalPERS
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GASB 68 ACCOUNTING VALUATION REPORT
Prepared for the SCHOOLS POOL
Cost-Sharing Multiple-Employer Plan

Introduction

This is the GASB 68 Accounting Valuation Report for the Schools Pool for the measurement date June 30, 2017. The
Schools Pool cost-sharing multiple-employer defined benefit pension plan (the Plan or PERF B) is administered by the
California Public Employees’ Retirement System (CalPERS).

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

Valuation Date June 30, 2016
Measurement Date June 30, 2017
Measurement Period June 30, 2016 to June 30, 2017
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GASB 68 ACCOUNTING VALUATION REPORT
Prepared for the SCHOOLS POOL
Cost-Sharing Multiple-Employer Plan

Changes in the Collective Net Pension Liability

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

Increase (Decrease)

Total Pension Fiduciary Net Net Pension
Liability Position Liability/ (Asset)
(a) (b) (c) = (@) —(b)
Balance at: 06/30/2016 $75,663,026,434 | $55,912,964,588 $19,750,061,846
Changes Recognized for the
Measurement Period:
Service Cost $2,031,913,407 $2,031,913,407
Interest on Total Pension Liability 5,719,834,760 5,719,834,760
Changes of Benefit Terms 0 0
Changes of Assumptions 4,649,299,293 4,649,299,293
Differences between Expected and
Actual Experience 531,861,325 531,861,325
Net Plan to Plan Resource Movement $(135,479) 135,479
Contributions — Employer 1,783,736,428 (1,783,736,428)
Contributions — Employees 897,438,338 (897,438,338)
Net Investment Income 6,211,781,162 (6,211,781,162)
Benefit Payments, including Refunds of
Employee Contributions (3,724,909,591) (3,724,909,591) 0
Administrative Expense (82,489,115) 82,489,115
Other Miscellaneous Income 0 0 0
Net Changes during 2016-17 $9,207,999,194 $5,085,421,745 $4,122,577,449
Balance at: 06/30/2017 $84,871,025,628 $60,998,386,333 $23,872,639,295

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

Discount Rate -1%

Current Discount Rate

6.15%

7.15%

Discount Rate + 1%

8.15%

Plan’s Net Pension Liability/(Asset)

$35,124,302,397

$23,872,639,295

$14,538,442,548
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GASB 68 ACCOUNTING VALUATION REPORT
Prepared for the SCHOOLS POOL
Cost-Sharing Multiple-Employer Plan

Collective Pension Expense/(Income) for the
Measurement Period Ended June 30, 2017

Description Amount
Service Cost $2,031,913,407
Interest on Total Pension Liability 5,719,834,760
Changes of Benefit Terms 0
Recognized Changes of Assumptions 850,023,915
Recognized Differences between Expected and Actual Experience 526,044,984
Net Plan to Plan Resource Movement 135,479
Employee Contributions (897,438,338)

Projected Earnings on Pension Plan Investments
Recognized Differences between Projected and Actual Earnings on Plan Investments

(3,950,659,484)
(22,377,151)

Administrative Expense 82,489,115
Other Miscellaneous Income 0
Total Pension Expense/(Income) $4,339,966,686
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GASB 68 ACCOUNTING VALUATION REPORT
Prepared for the SCHOOLS POOL
Cost-Sharing Multiple-Employer Plan

Collective Deferred Outflows and Deferred Inflows of
Resources Related to Pensions

The following table presents deferred outflows and deferred inflows of resources related to pensions as of June 30,
2017. Note that no adjustments have been made for contributions subsequent to the measurement date. Appropriate
treatment of any contributions made after the measurement date is the responsibility of the employer. Employers are
also responsible for determining the difference between the employers’ actual and allocated contributions and
changes in proportion.

Deferred Outflows of Deferred Inflows of
Resources Resources
Changes of Assumptions $3,486,974,470 $(281,070,819)
Differences between Expected and Actual Experience 855,258,256 0
Net Difference between Projected and Actual Earnings on
Pension Plan Investments 825,830,006 0
Total $5,168,062,732 $(281,070,819)

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

Measurement Periods. | o, gus (inflows)

of Resources

2018 $1,355,872,930

2019 2,340,450,457

2020 1,642,892,860

2021 (452,224,334)
2022 0
Thereafter 0

Note: For employers with June 30% year-end, the fiscal year will be one year later than the measurement period. For
example, the 2018 measurement period presented in the above table will be listed as year 2019 in the employer’s
fiscal year ending June 30, 2018 financial statements.

Expected Average Remaining Service Lifetime (EARSL)

The EARSL for PERF B for the measurement period ending June 30, 2017 is 4.0 years, which was obtained by
dividing the total service years of 2,924,061 (the sum of remaining service lifetimes of the active employees) by
733,108 (the total number of participants: active, inactive, and retired) in PERF B. Inactive employees and retirees
have remaining service lifetimes equal to 0. Total future service is based on the members’ probability of
decrementing due to an event other than receiving a cash refund.
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GASB 68 ACCOUNTING VALUATION REPORT
Prepared for the SCHOOLS POOL
Cost-Sharing Multiple-Employer Plan

Required Supplementary Information

Summary of Changes of Benefits or Assumptions

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

Changes of Assumptions: In 2017, the accounting discount rate reduced from 7.65 percent to 7.15 percent.
Employers should refer to CalPERS’ Comprehensive Annual Financial Report for the fiscal year ended June 30, 2017,

which may be accessed on the CalPERS website at www.calpers.ca.gov, to obtain the required supplementary
information for proper financial reporting.
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APPENDICES

e APPENDIX A - COLLECTIVE DEFERRED OUTFLOWS OF RESOURCES AND DEFERRED
INFLOWS OF RESOURCES RELATED TO PENSIONS

e APPENDIX B - COLLECTIVE INTEREST AND PROJECTED EARNINGS

e APPENDIX C - SCHEDULE OF COLLECTIVE PENSION AMOUNTS



APPENDIX A

COLLECTIVE DEFERRED OUTFLOWS OF RESOURCES
AND DEFERRED INFLOWS OF RESOURCES RELATED
TO PENSIONS

e SCHEDULE OF CHANGES OF ASSUMPTIONS

e DEFERRED OUTFLOWS OF RESOURCES AND DEFERRED INFLOWS OF RESOURCES
ARISING FROM CHANGES OF ASSUMPTIONS

e SCHEDULE OF DIFFERENCES BETWEEN EXPECTED AND ACTUAL EXPERIENCE

e DEFERRED OUTFLOWS OF RESOURCES AND DEFERRED INFLOWS OF RESOURCES
ARISING FROM DIFFERENCES BETWEEN EXPECTED AND ACTUAL EXPERIENCE

e SCHEDULE OF DIFFERENCES BETWEEN PROJECTED AND ACTUAL EARNINGS
ON PENSION PLAN INVESTMENTS

e DEFERRED OUTFLOWS OF RESOURCES AND DEFERRED INFLOWS OF RESOURCES
ARISING FROM DIFFERENCES BETWEEN PROJECTED AND ACTUAL EARNINGS ON
PENSION PLAN INVESTMENTS

e SUMMARY OF RECOGNIZED DEFERRED OUTFLOWS OF RESOURCES AND
DEFERRED INFLOWS OF RESOURCES



GASB 68 ACCOUNTING VALUATION REPORT
Prepared for the SCHOOLS POOL
Cost-Sharing Multiple-Employer Plan

Schedule of Changes of Assumptions

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

Remaining
Recognition
Measurement Changes of Period
Date Assumptions (Years) 2017 2018 2019 2020 2021 2022 Thereafter
2014 $0 0 $0 $0 $0 $0 $0 $0 $0
2015 (1,217,973,543) 1.9 (312,300,908) (281,070,819) 0 0
2016 0 0 0 0 0 0 0 0
2017 4,649,299,293 4.0 1,162,324,823 1,162,324,823 1,162,324,823 1,162,324,824 0 0
Net Increase (Decrease) in Pension Expense $850,023,915 $881,254,004 $1,162,324,823 $1,162,324,824 $0 $0 $0
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GASB 68 ACCOUNTING VALUATION REPORT

Prepared for the SCHOOLS POOL
Cost-Sharing Multiple-Employer Plan

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

Balances at June 30, 2017

Amounts Recognized in

Increase in Total Decrease in Total Pension Expense through Deferred Outflows of Deferred Inflows of
Measurement Pension Liability Pension Liability June 30, 2017 Resources Resources
Date (a) (b) (c) (@-(9 (b) = (<)
2014 $0 $0 $0 $0 $0
2015 0 (1,217,973,543) (936,902,724) 0 (281,070,819)
2016 0 0 0 0 0
2017 4,649,299,293 0 1,162,324,823 3,486,974,470 0
$3,486,974,470 $(281,070,819)
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GASB 68 ACCOUNTING VALUATION REPORT
Prepared for the SCHOOLS POOL
Cost-Sharing Multiple-Employer Plan

Schedule of Differences between Expected and Actual Experience

Increase (Decrease) in Pension Expense Arising from the Recognition of the Effects of
Differences between Expected and Actual Experience

Differences Remaining
between Recognition
Measurement Expected and Period
Date Actual Experience (Years) 2017 2018 2019 2020 2021 2022 Thereafter
2014 $0 0 $0 $0 $0 $0 $0 $0 $0
2015 1,132,907,408 1.9 290,489,079 261,440,171 0 0 0]
2016 400,103,239 2.9 102,590,574 102,590,574 92,331,517 0 0
2017 531,861,325 4.0 132,965,331 132,965,331 132,965,331 132,965,332
Net Increase (Decrease) in Pension Expense $526,044,984 $496,996,076 $225,296,848 $132,965,332 $0 $0 $0
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GASB 68 ACCOUNTING VALUATION REPORT
Prepared for the SCHOOLS POOL
Cost-Sharing Multiple-Employer Plan

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

Balances at June 30, 2017

Amounts Recognized in

Experience Experience Pension Expense through Deferred Outflows Deferred Inflows
Measurement Losses Gains June 30, 2017 of Resources of Resources
Date (a) (b) (c) (a)—(c) (b) - ()

2014 $0 $0 $0 $0 $0

2015 1,132,907,408 871,467,237 261,440,171 0

2016 400,103,239 205,181,148 194,922,091

2017 531,861,325 132,965,331 398,895,994 0
$855,258,256 $0
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GASB 68 ACCOUNTING VALUATION REPORT
Prepared for the SCHOOLS POOL
Cost-Sharing Multiple-Employer Plan

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

Increase (Decrease) in Pension Expense Arising from the Recognition of the Differences
between Projected and Actual Earnings on Pension Plan Investments

Differences
between
Projected and Remaining
Actual Earnings Recognition
Measurement on Pension Plan Period

Date Investments (Years) 2017 2018 2019 2020 2021 2022 Thereafter

2014 $(4,876,029,679) 2.0 $(975,205,936) $(975,205,935) $0 $0 $0 $0 $0

2015 3,026,130,396 3.0 605,226,079 605,226,079 605,226,080 0 0 0 0
2016 3,999,135,208 4.0 799,827,042 799,827,042 799,827,042 799,827,040 0

2017 (2,261,121,678) 5.0 (452,224,336) (452,224,336) (452,224,336) (452,224,336) (452,224,334) 0 0

Net Increase (Decrease) in Pension Expense $(22,377,151) $(22,377,150) $952,828,786 $347,602,704  $(452,224,334) $0 $0
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GASB 68 ACCOUNTING VALUATION REPORT
Prepared for the SCHOOLS POOL
Cost-Sharing Multiple-Employer Plan

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

Balances at June 30, 2017

Investment Earnings Investment Earnings Amounts Recognized in
less than greater than Pension Expense through Deferred Outflows of Deferred Inflows of
Measurement Projected Projected June 30, 2017 Resources Resources

Date (@) (b) (O] (d) = (a) —(c) (e) = (b)—(c)
2014 $0 $(4,876,029,679) $(3,900,823,744) $0 $(975,205,935)
2015 3,026,130,396 0 1,815,678,237 1,210,452,159 0
2016 3,999,135,208 0 1,599,654,084 2,399,481,124 0
2017 0 (2,261,121,678) (452,224,336) 0 (1,808,897,342)

$3,609,933,283 $(2,784,103,277)

Net Deferred Outflows/(Inflows) of Resources

(d) +(e)

$825,830,006

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

Prepared for the SCHOOLS POOL
Cost-Sharing Multiple-Employer Plan

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

Net Increase (Decrease) in Pension Expense

2017 2018 2019 2020 2021 2022 Thereafter

Changes of Assumptions $850,023,915 $881,254,004 $1,162,324,823 $1,162,324,824 $0 $0 $0
Differences between Expected and Actual

Experience 526,044,984 496,996,076 225,296,848 132,965,332 0 0 0
Net Differences between Projected and

Actual Earnings on Pension Plan

Investments (22,377,151) (22,377,150) 952,828,786 347,602,704 (452,224,334) 0 0
Grand Total $1,353,691,748  $1,355,872,930 $2,340,450,457 $1,642,892,860 $(452,224,334) $0 $0
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APPENDIX B

COLLECTIVE INTEREST AND PROJECTED EARNINGS

COLLECTIVE INTEREST ON TOTAL PENSION LIABILITY AND PROJECTED EARNINGS



GASB 68 ACCOUNTING VALUATION REPORT
Prepared for the SCHOOLS POOL
Cost-Sharing Multiple-Employer Plan

Collective Interest on Total Pension Liability and Total Projected Earnings

Amount for Portion of Interest Interest on the
Interest on Total Pension Liability Period Period Rate Total Pension Liability
(a) (b) (c) (a) X (b) X (c)
Beginning Total Pension Liability $75,663,026,434 100% 7.15% $5,409,906,390
Changes of Benefit Terms 0 100% 7.15% 0
Changes of Assumptions 4,649,299,293 100% 7.15% 332,424,899
Difference between Expected and Actual Experience 531,861,325 100% 7.15% 38,028,085
Service Cost 2,031,913,407 50% 7.15% 72,640,904
Benefit Payments, including Refunds of Employee Contributions (3,724,909,591) 50% 7.15% (133,165,518)
Total Interest on Total Pension Liability $5,719,834,760
Amount for Portion of Projected
Projected Earnings on Pension Plan Investments Period Period Rate of Return  Projected Earnings
(a) (b) (c) (a) X (b) X (c)
Beginning Plan Fiduciary Net Position excluding Receivables! $55,817,158,508 100% 7.15% $3,990,926,833
Net Plan to Plan Resource Movement (135,479) 50% 7.15% (4,843)
Employer Contributions 1,783,736,428 50% 7.15% 63,768,577
Employee Contributions 897,438,338 50% 7.15% 32,083,421
Benefit Payments, including Refunds of Employee Contributions (3,724,909,591) 50% 7.15% (133,165,518)
Administrative Expense (82,489,115) 50% 7.15% (2,948,986)
Other Miscellaneous Income 0 50% 7.15% 0
Total Projected Earnings $3,950,659,484

! Contribution receivables for employee service buybacks, totaling $(95,806,080) as of June 30, 2016, were excluded for purposes of calculating projected

earnings on pension plan investments.
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APPENDIX C

SCHEDULE OF COLLECTIVE PENSION AMOUNTS

e SCHEDULE OF COLLECTIVE PENSION AMOUNTS FOR PERF B



GASB 68 ACCOUNTING VALUATION REPORT
Prepared for the SCHOOLS POOL
Cost-Sharing Multiple-Employer Plan

Schedule of Collective Pension Amounts for PERF B, as of the Measurement Date June 30, 2017

Total Pension Liability $84,871,025,628
Plan Fiduciary Net Position $60,998,386,333
Net Pension Liability $23,872,639,295
Deferred Outflows of Resources
Changes of Assumptions 3,486,974,470
Differences Between Expected and Actual Experience 855,258,256
Net Difference Between Projected and Actual Investment Earnings on Pension Plan
Investments 825,830,006
Total Deferred Outflows of Resources Excluding Employer Specific Amounts? 5,168,062,732
Deferred Inflows of Resources
Changes of Assumptions (281,070,819)
Differences Between Expected and Actual Experience 0
Net Difference Between Projected and Actual Investment Earnings on Pension Plan
Investments 0
Total Deferred Inflows of Resources Excluding Employer Specific Amounts? (281,070,819)
Plan Pension Expense $4,339,966,686

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

treatment of such amounts is the responsibility of the employer.
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