CITY OF BIG BEAR LAKE
CITY COUNCIL AND FIRE PROTECTION DISTRICT
SPECIAL WORKSHOP MEETING NOTICE
MAY 15, 2017
To:

Mayor Bill Jahn
Mayor Pro Tem Rick Herrick
Councilmember David Caretto
Councilmember Bob Jackowski
Councilmember Randall Putz
Fire Board Members
City Manager
Fire Chief
Division Managers
Local Media
NOTICE IS HEREBY GIVEN, that the City Council and Fire Protection District Board
will conduct a Special Workshop Meeting on Monday, May 15, 2017, at 10:00 a.m., at
39707 Big Bear Boulevard, Big Bear Lake, California; said meeting being called pursuant
to Section 54956 of the Government Code of the State of California for the purpose of
considering the following matters:
PUBLIC COMMUNICATIONS
DISCUSSION/ACTION ITEMS


Contract Between the City of Big Bear Lake, Big Bear Lake Fire Protection District
and San Bernardino County Employees’ Retirement Association for the Transfer
of Safety Members Employed by the District from the Other Safety Pool to the
County Safety Pool

ADJOURNMENT
I hereby certify under penalty of perjury, under the laws of the State of California, that the foregoing notice
was posted in accordance with the applicable legal requirements. Dated this 12th day of May, 2017.

Kathleen Smith, Acting City Clerk

CITY OF BIG BEAR LAKE
CITY COUNCIL AND FIRE PROTECTION DISTRICT
SPECIAL WORKSHOP MEETING AGENDA
May 15, 2017
Meeting Time: 10:00 am
Meeting Place: 39707 Big Bear Blvd., Big Bear Lake (Training Room)
______________________________________________________________________________
OPEN SESSION
CALL TO ORDER
MOMENT OF SILENCE/PLEDGE OF ALLEGIANCE
ROLL CALL
Please Note: Agenda items may be moved at the discretion of the City Council.
PUBLIC COMMUNICATIONS: (Public comment is permitted only on items not on the
posted agenda that are within the subject matter jurisdiction of the City. Please note that State
law prohibits the City Council, Fire Protection District Board or Successor Agency from taking
any action on items not listed on the agenda. There is a three minute maximum time limit when
addressing the respective Board during this time period.)
1.

DISCUSSION/ACTION ITEMS
Joint City Council and Fire Protection District
1.

Contract Between the City of Big Bear Lake, Big Bear Lake Fire Protection
District and San Bernardino County Employees’ Retirement Association for
the Transfer of Safety Members Employed by the District from the Other
Safety Pool to the County Safety Pool
City Council: Staff recommends that Council approve the contract with the San
Bernardino County Employees’ Retirement Association and authorize the City
Manager to execute the contract; and approve the Agreement between the City
and District for Assumption of Specified SBCERA Costs.
Fire Protection District: Staff recommends that the Board approve the contract
with the San Bernardino County Employees’ Retirement Association and authorize
the Fire Chief to execute the contract; and authorize annual payments to SBCERA
in amounts not to exceed $593,846 for a period of twenty (20) years beginning on
July 1, 2017 for the purpose of paying down the Transfer Cost.

CITY COUNCIL AGENDA
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ADJOURNMENT
I hereby certify under penalty of perjury, under the laws of the State of California, that the foregoing agenda was
posted in accordance with the applicable legal requirements. Dated this 12th day of May, 2017.

___________________________________
Kathleen Smith, Acting City Clerk

The City of Big Bear Lake wishes to make all of its public meetings accessible to the public. If you need
special assistance to participate in this meeting, please contact the City Clerk’s Office at (909) 866-5831.
Notification 72 hours prior to the meeting will enable the City to make reasonable arrangements to ensure
accessibility to this meeting.

AGENDA REPORT
Item No.

DATE:

May 15, 2017

TO:

Honorable Mayor and Members of the City Council
Honorable Chairman and Members of Big Bear Lake Fire Protection
District

FROM:

Jeff Mathieu, City Manager
Jeff Willis, Fire Chief

REVIEWED BY:

Kathleen Smith, Chief Operations Officer

SUBJECT:

APPROVE CONTRACT BETWEEN THE CITY OF BIG BEAR
LAKE, BIG BEAR LAKE FIRE PROTECTION DISTRICT AND
SAN BERNARDINO COUNTY EMPLOYEES’ RETIREMENT
ASSOCIATION FOR THE TRANSFER OF SAFETY
MEMBERS EMPLOYED BY THE DISTRICT FROM THE
OTHER SAFETY POOL TO THE COUNTY SAFETY POOL
TO REDUCE THE EMPLOYER CONTRIBUTION RATE
FOR SAFETY MEMBERS AND REDUCE VOLATILITY
IN THE CONTRIBUTION RATE IN EXCHANGE FOR A
TRANSFER COST OF $6,508,000 TO BE PAID
BY
THE
DISTRICT
WHICH MAY BE PAID OVER A TWENTY
YEAR PERIOD, AUTHORIZE ANNUAL PAYMENTS
TO
SBCERA
TOWARDS
THE TRANSFER
COST
IN
AMOUNTS NOT TO EXCEED $593,846 BEGINNING ON
JULY 1, 2017, AND DISCUSS OTHER MEANS OF PAYING
DOWN THE TRANSFER COST.

BACKGROUND
On behalf of the Big Bear Lake Fire Protection District (“District”), the City of Big Bear Lake
(“City”) participates in the San Bernardino County Employees’ Retirement Association
(“SBCERA”) for the purpose of providing pension benefits to safety members employed by the
District. Currently, SBCERA maintains two separate funding pools for safety members. One is
maintained solely for safety members employed by the County of San Bernardino (“County
Safety Pool”) and the second is maintained for safety members of all other employers
participating in SBCERA (“Other Safety Pool”). The Other Safety Pool is comprised of the
safety members of the District and the Barstow Fire Protection District (“Barstow”).
As a result of the small size of the Other Safety Pool (the combined number of active safety
members from the District and Barstow is less than 36), as of June 30, 2016, the employer
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contribution rates have been subject to significant volatility. For example, the SBCERA
Actuarial Valuation as of June 30, 2016 reflected that the Tier 1 employer contribution rate for
the Other Safety cost group for the 2016/2017 period was 72.31% and will be 83.19% for the
2017/2018 period. The contribution rate for the 2015/2016 period was 69.01% and 59.65% for
the 2014/2015. Thus, over a three year period the rate has increased by 23.54%. In contrast, the
County contribution rate for the safety group has been far more stable, increasing by 7.05% over
that same period (50.20% for 2017/2018, 50.98% for 2016/2017, 49.09% for 2015/2016, and
43.15% for 2014/2015).
On January 19, 2017, the City Manager, Fire Chief and Counsel from Best Best & Krieger
(“BB&K”), Isabel Safie, participated in a conference call with SBCERA representatives for the
purpose of discussing options to mitigate the volatility of the employer contribution rate for the
Other Safety Pool. During that call, SBCERA disclosed that it had reconsidered an earlier
request by the District to merge the two safety pools and that the other safety pool member –
Barstow Fire Protection District – was pursuing this option. However, a condition to transferring
the City’s safety member group into the County Safety Pool was that the impact to the County be
cost neutral. This same condition applied to Barstow.
On February 7, 2017, the District’s Board of Directors was presented with this option and
District staff was given direction to request that SBCERA determine the cost of transferring the
City’s safety members to the County Safety Pool. In a letter dated March 3, 2017, the City and
District were informed that the SBCERA actuary, Segal Consulting, had determined that the cost
of transferring the City’s safety members to the County Safety Pool was $6,508,000 as of June
30, 2017 (“Transfer Cost”). This cost represents the difference between the funded status of the
accrued benefits of the City’s safety members and the funded status of the County Safety group.
SBCERA has agreed to amortize the Transfer Cost over twenty years resulting in twenty annual
payments of $593,846 beginning on or before July 1, 2017.
This information was presented to the District’s Board of Directors on April 19, 2017 and April
25, 2017. The District Board of Directors was also made aware of the report prepared by Mark
Schulte of Van Iwaarden Associates, an actuarial firm retained by the District to evaluate the
soundness of the March 3, 2017 report prepared by Segal Consulting (“Segal Report”), that
concluded that while the Segal Report used a valid and reasonable method to calculate the
transfer cost, there was as an alternative valuation method that suggested that the transfer cost
was overstated by $2.7 million. Alternatively, Mr. Schulte suggested that the $2.7 million excess
could be viewed as the cost of buying down the employer contribution rate from 82.25% to
49.13%, a difference in the contribution rate of 33.12%, for the 2017/2018 period and obtaining
stabilization in the employer contribution rate. While the rate difference is known only for the
upcoming fiscal period, it is expected that similar savings in the employer contribution rate will
continue for future periods. The District Board of Directors directed Ms. Safie to work with
SBCERA to negotiate a contract for the transfer into the County Safety Pool and to discuss Mr.
Schulte’s report to determine whether SBCERA would reconsider the method used to determine
the transfer cost.
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Ms. Safie reached out to SBCERA on April 26, 2017 to commence discussions on the contract
and to request that SBCERA reconsider the method used to determine the transfer cost. For
purposes of fast tracking the request, a copy of Mr. Schulte’s report was forwarded to
SBCERA’s chief financial officer, Julie Underwood, who forwarded the report to Segal
Consulting. On May 5, 2017, in addition to sharing that the SBCERA Board had approved the
transfer of Barstow into the County Safety Pool, the SBCERA general counsel, Michael
Calabrese, and Ms. Underwood called Ms. Safie to discuss the District’s request that SBCERA
reconsider the method used to determine the transfer cost. Ms. Safie was informed that
SBCERA was denying the request on the basis that the valuation method utilized in the Segal
Report was consistent with SBCERA policies and while the method proposed by Mr. Schulte
was one of many other alternative methods it would not be consistent with prior valuations done
by SBCERA in similar circumstances including for Barstow and Crest Forest Fire Protection
District. As such, utilizing the method proposed by Mr. Schulte would constitute a breach of
SBCERA’s fiduciary duty to other participating employers.
DISCUSSION
The contract to effectuate the transfer of the City’s safety members to the County Safety Pool has
been negotiated and approved by BB&K and SBCERA. Since the City is the participating
employer in SBCERA, including with respect to District safety members, SBCERA requires that
the City be directly liable to SBCERA for the Transfer Cost in the same way that the City is
directly liable to SBCERA for employer contributions to SBCERA with respect to safety
members employed by the District. In addition to the contract including language specifying that
the District will be responsible for the payment of the Transfer Cost and that SBCERA will
accept payments from the District as satisfying the City’s obligation, the City Council and
District Board of Directors will be considering a separate agreement pursuant to which the
District assumes the responsibility for the payment of the Transfer Amount. The contract also
provides that in the event of default, the contract will terminate and the City’s safety members
will be returned to the Other Safety Pool. Thus, in the event that the District defaults with
respect to payment of the Transfer Cost, the City will not be liable to SBCERA for payment of
the remaining portion of the Transfer Cost.
Transfer of the City’s safety members to the County Safety Pool will reduce the employer
contribution rate from 82.25% to 49.13% for the 2017/2018 period. Similar savings are expected
for future periods. In exchange the District will make an annual contribution to SBCERA of
$593,846 for twenty (20) years. However, the contract allows for prepayment without penalty in
the event that the District can pay off the Transfer Cost at a lower cost than SBCERA’s 7.5%
interest rate.
District staff is seeking authorization from the Board for annual payments to SBCERA in
amounts not to exceed $593,846 for a period of twenty (20) years beginning on July 1, 2017 for
the purpose of paying down the Transfer Cost.
FISCAL IMPACT
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The employer contribution rate will be reduced to 49.13% from 82.25% during the 2017/2018
fiscal year. Similar savings in the employer contribution rate are expected for future periods.
The cost to transfer the City’s safety members to the County Safety Pool is $6,508,000 which
may be paid over a twenty (20) year period in annual amounts equal to $593,846. While the City
will be directly liable to SBCERA for this amount, the District will pay this amount on behalf of
the City as documented in the contract and a separate agreement between the City and the
District. In the event of a default, the City’s safety members will be returned to the Other Safety
Pool with no further liability by the City for the remaining Transfer Cost.
RECOMMENDATIONS
Staff recommends that Council and the Board approve the contract between the City of Big Bear
Lake, Big Bear Lake Fire Protection District and San Bernardino County Employees’ Retirement
Association for the transfer of safety members employed by the District from the other safety
pool to the County safety pool.
City Council
Staff recommends that Council approve the contract with the San Bernardino County
Employees’ Retirement Association and authorize the City Manager to execute the contract
(Attachment 1); and approve the Agreement between the City and District for Assumption of
Specified SBCERA Costs (Attachment 2).
Fire Protection District
Staff recommends that the Board approve the contract with the San Bernardino County
Employees’ Retirement Association and authorize the Fire Chief to execute the contract
(Attachment 2). Staff further recommends that the Board authorize annual payments to SBCERA
in amounts not to exceed $593,846 for a period of twenty (20) years beginning on July 1, 2017
for the purpose of paying down the Transfer Cost.

Attachment 1

THIS AGREEMENT is entered into in the State of California between the CITY OF BIG
BEAR LAKE, hereinafter called CITY, BIG BEAR LAKE FIRE PROTECTION DISTRICT,
hereinafter called DISTRICT, and SAN BERNARDINO COUNTY EMPLOYEES’ RETIREMENT
ASSOCIATION, hereinafter called SBCERA.
WITNESSETH:
WHEREAS, SBCERA is a retirement system formed and operating under the County Employees’
Retirement Law of 1937 (“CERL”), CITY is a “district,” as defined by the CERL, whose eligible
employees are members of SBCERA and entitled to retirement benefits under the CERL, and
DISTRICT is a subsidiary district of the CITY whose eligible employees are members of SBCERA
and entitled to retirement benefits under the CERL under the CITY’s contract with SBCERA;
WHEREAS, t he retirement benefits that SBCERA provides to its members are funded through a
combination of contributions from the members, contributions from the County of San Bernardino
(“County”) and districts (collectively, “participating employers”) including CITY, and investment
income earned on those contributions;
WHEREAS, contributions owed by the CITY to SBCERA with respect to eligible employees of the
DISTRICT who are members of SBCERA are paid to SBCERA by the DISTRICT on behalf of the
CITY;
WHEREAS, SBCERA members are required by law to contribute to the cost of their retirement
benefits at rates set by SBCERA’s Board of Retirement based upon the recommendations of
SBCERA’s professional actuary, which rates reflect a set portion of the normal cost of benefits;
WHEREAS, SBCERA’s participating employers are required by law to make employer contributions
at rates set by SBCERA’s Board of Retirement based upon the recommendations of SBCERA’s
professional actuary, which rates reflect both a set portion of the normal cost of benefits and any
shortfall in the funded status of the plan (known as unfunded actuarial liability or “UAL”);
WHEREAS, the cost of employer contributions to SBCERA has become a significant concern to
CITY and the DISTRICT;
WHEREAS, the Parties have determined that it is possible to significantly alleviate this concern
through a change in the manner in which CITY’s required contributions for safety members are
determined, by combining the costs associated with CITY’s participation in SBCERA as it relates to
safety members with the costs associated with safety members of SBCERA employed by the
County;
WHEREAS, SBCERA’s fiduciary duty to the County requires that, in the event that CITY’s costs as
they relate to safety members are combined with the County’s costs for rate-setting purposes, such
change must be made in a manner that does not shift the present UAL burden associated with CITY
as it pertains to safety members, or a portion thereof, to the County;
WHEREAS, the CITY’s current contribution rate as a member of the Other Safety cost group is
higher than the County’s contribution rate as a member of the County Safety cost group, and CITY
must therefore, in order to facilitate its transfer to the County Safety cost group as provided herein,

make supplemental payments to offset the cost increase that would occur within the County Safety
cost group due to the transfer in of CITY’s assets and liabilities from the Other Safety cost group;
WHEREAS, the aforementioned supplemental payments shall be made by the District to SBCERA
on behalf of the City;
WHEREAS, the Parties have agreed that the amount that must be contributed to SBCERA to
effectuate the inclusion of CITY into the present County Safety cost group, and avoid negatively
impacting the County as a result thereof, is $6,508,000 calculated as of June 30, 2016, the last date
for which actuarially determined UAL figures are available (“Transfer Amount”);
WHEREAS, the Parties have further agreed that this amount may be amortized over twenty years
at SBCERA’s assumed rate of return for investments, which is 7.5%, resulting in twenty annual
payments of $593,846 beginning on or before July 1, 2017, and continuing on or before each
successive July 1 thereafter, through and including July 1, 2036, provided, that, the foregoing
annual payments may be adjusted or discontinued as contemplated herein; and
NOW THEREFORE, it is agreed as follows:
RIGHTS AND OBLIGATIONS OF PARTIES
1. As a result of this Agreement, CITY’s assets and liabilities within SBCERA pertaining to
safety members shall transfer from the “Other Safety” cost group to the “County Safety”
cost group for actuarial valuation purposes. SBCERA shall cause CITY’s contribution
rates to be set in combination with those of SBCERA’s existing “County Safety” cost
group, beginning with the rates to be applied during the 2017-18 fiscal year. For
avoidance of doubt, future employer contribution rates for the CITY as part of the County
Safety cost group shall include all elements of such rates, including but not limited to the
UAL associated with that cost group as of June 30, 2016, and any future increases or
decreases therein. However, CITY’s rates shall not include any amount attributable to
Pension Obligation Bond payments currently owed by the County.
2. CITY, as a supplemental contribution and in addition to paying the regular employer
contribution rates annually set by the SBCERA Board of Retirement and approved by the
County Board of Supervisors pursuant to the CERL, shall annually contribute to SBCERA
the amounts set forth in Column 3 (“Annual Payment”) of Exhibit I to Attachment 1 hereto
(a May 8, 2017 letter from Segal Consulting to Gary A. Amelio, as Chief Executive Officer
of SBCERA (“Segal Letter”)) until such time as: (a) the Transfer Amount has been paid in
full, or (b) the Annual Payment is adjusted as a result of subsequent amounts credited to
the City as contemplated by the Segal Letter. In the event that the Annual Payment is
adjusted (“Adjusted Annual Payment”), the Adjusted Annual Payments shall continue until
such time as the Transfer Amount has been paid in full.
3. It is understood that the CITY’s obligation set forth in Paragraph 2 shall be satisfied by the
DISTRICT which shall make the required supplemental contributions to SBCERA on
behalf of the CITY. It is further understood by the Parties that SBCERA shall accept the
supplemental contributions made by the DISTRICT as fulfilling the CITY’s obligations set
forth in Paragraph 2.
4. In the event of CITY’s failure to timely make any payment as required by Paragraph 2
above, SBCERA may provide CITY with a written Notice of Default. If CITY fails to cure
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such default, including the payment of the past due amount together with interest
accruing during the default period at a rate of 7.5% and any costs that SBCERA may
reasonably incur in securing CITY’s payment, including but not limited to attorney fees
and court costs, by the date that SBCERA states in the Notice of Default, which date may
not be sooner than 92 days from the due date for such payment (i.e. October 1 of the
year in which the payment was due), SBCERA may terminate this Agreement retroactive
to the date of the missed payment. The termination of the Agreement will result in
transfer of the CITY’s assets and liabilities within SBCERA pertaining to safety members
back to the “Other Safety” cost group. Accordingly, SBCERA may determine CITY’s
contribution obligations, as of the date of the missed payment, in any manner consistent
with the law, industry practice at that time, and SBCERA’s fiduciary duties and plenary
authority to administer the retirement system.
5. CITY may prepay all or a portion of the Transfer Amount or any Annual Payment without
premium or penalty, at any time.
6. It is the mutual intent of the Parties that the County should have rights of a third-party
beneficiary to this Agreement with respect to the provisions of this Agreement intended to
permit its implementation without harm to the County, and specifically the right to enforce
CITY’s obligation to make the payments provided hereunder or, if such payments are not
timely made, to seek such other relief as may be available at law or in equity to prevent
harm to the County as a result of CITY’s transfer into SBCERA’s County Safety cost
group.
7. If the material mutual assumptions that have formed the basis of this Agreement,
including the rate estimates provided in Attachment 1 hereto, prove to be significantly
inaccurate, the Parties shall meet and confer in good faith in an effort to renegotiate or
cancel this Agreement in a manner consistent with the purposes of this Agreement,
including without limitation controlling to the extent possible CITY’s employer contribution
rates, while avoiding harm to SBCERA, its members, and its other participating employers
including but not limited to the County.
8. This Agreement shall not be construed to alter or limit the plenary authority of SBCERA
and its Board of Retirement and staff to administer the retirement system as provided in
the CERL and other applicable law, except as explicitly provided herein.
TERMS AND CONDITIONS
9. Term and Termination:
The term of this Agreement shall commence upon execution by the last party to execute,
and shall continue until all payments provided for in Paragraph 2 above have been made,
or until terminated earlier, by mutual agreement of the parties or otherwise.
In the event that termination results, directly or indirectly, in the withdrawal of CITY as a
participating employer of SBCERA, CITY shall be responsible for any remaining UAL
obligation that the SBCERA Board of Retirement reasonably determines, on the advice of
its actuary, is apportionable to CITY (“Withdrawal Liability”). Such Withdrawal Liability
may include any unpaid portion of the CITY’s share of UAL as of June 30, 2016, that has
not been eliminated as a result of the payments provided in Paragraph 2 hereof, together
3

with CITY’s share of any existing and future UAL representing its share of the UAL
associated with the County Safety cost group. Such Withdrawal Liability shall be
determined using SBCERA’s termination methodology.
10. Applicable Laws:
At all times during the term of this Agreement, CITY, DISTRICT and SBCERA shall
comply with all applicable laws, ordinances, rules and regulations of the United States
of America, the State of California, and all agencies and subdivisions thereof as
applicable.
11. Venue:
The venue of any action or claim brought by any party to this Agreement will be the
Superior Court of California for San Bernardino County. Each party hereby waives any law
or rule of the court, which would allow them to request or demand a change of venue. If
any action or claim concerning this Agreement is brought by a third party, the parties
hereto agree to use their best efforts to obtain a change of venue to the Superior Court
of California for San Bernardino County.
12. Notices:
Any and all notices permitted or required under this Agreement shall be given to the
respective parties at the following address, or at such address as the respective parties
may provide in writing by registered or certified mail, postage prepaid for this purpose.
The Parties may waive the technical requirements of this paragraph by the express written
acknowledgement of actual receipt of notice, if received by alternative means:
SBCERA:

SAN BERNARDINO COUNTY EMPLOYEES’ RETIREMENT ASS’N
Attn: Chief Executive Officer
348 W. Hospitality Lane, 3rd Floor
San Bernardino, CA 92415-0014

CITY:

CITY OF BIG BEAR LAKE
Attn: Jeff Mathieu, City Manager
39707 Big Bear Blvd
P.O. Box 10000
Big Bear Lake, CA 92315

DISTRICT:

BIG BEAR LAKE FIRE PROTECTION DISTRICT
Attn: Jeff Willis, Fire Chief
41090 Big Bear Blvd.
P.O. Box 2830
Big Bear Lake, CA 92315

13. Successors and Assigns:
This Agreement shall be binding on the successors and assigns of the Parties.
14. Amendments:

4

This Agreement shall not be amended except by the written consent of the Parties, duly
approved by their respective governing boards.

15. Entire Agreement:
This Agreement, together with the Attachment thereto, constitutes the entire agreement of
the Parties with respect to the subject matter hereof, superseding any previous
agreements, written or oral, and all other previous communications between the Parties.
16. Waiver:
No waiver of a breach of any provision of this Agreement by any Party shall constitute a
waiver of any other breach of said provision or of any other provision of this Agreement. No
waiver will be enforceable unless it is a written agreement executed by the Party granting
the waiver, making specific reference to this Agreement and reciting the Parties' intention
that it constitutes a waiver. Failure of any Party to enforce at any time, or from time to time,
any provisions of this Agreement shall not be construed as a waiver thereof. The remedies
herein reserved shall be cumulative and additional to any other remedies in law or equity.
17. Interpretation:
This Agreement has been negotiated at arm's length and between parties sophisticated
and knowledgeable in the matters dealt with in this Agreement. Each Party has been
represented by experienced and knowledgeable legal counsel. Accordingly, any rule of law
(including, without limitation, California's Civil Code Section 1654) or legal decisions that
would require interpretation of any ambiguities in this Agreement against the Party that has
drafted it shall not be applicable and are hereby waived. The provisions of the Agreement
shall be interpreted in a reasonable manner to effectuate the purpose of the Parties and
this Agreement.
18. Counterparts:
This Agreement may be executed in any number of counterparts, each of which shall be
deemed an original.
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IN WITNESS WHEREOF, this Agreement has been executed and approved and is
effective and operative as to each of the Parties as herein provided.
CITY OF BIG BEAR LAKE

By: _________________________________
JEFF MATHIEU, City Manager

BIG BEAR
DISTRICT

LAKE

FIRE

PROTECTION

By: _________________________________
JEFF WILLIS, FIRE CHIEF
SAN BERNARDINO COUNTY EMPLOYEES’
RETIREMENT ASSOCIATION
CONTRACT APPROVED AS TO FORM AND
LEGALITY:

By: _________________________________
GARY A. AMELIO, Chief Executive Officer

By: _________________________
MICHAEL P. CALABRESE
SBCERA Chief Counsel
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Attachment 2

AGREEMENT BETWEEN
THE CITY OF BIG BEAR LAKE
AND THE BIG BEAR LAKE FIRE PROTECTION DISTRICT
FOR ASSUMPTION OF SPECIFIED SBCERA COSTS
This AGREEMENT (hereafter “Agreement”) is entered into this 15th day of May, 2017
(“Effective Date”), by and between the CITY OF BIG BEAR LAKE, a municipal corporation
and charter city in the State of California (hereafter “City”) and the BIG BEAR LAKE FIRE
PROTECTION DISTRICT, a subsidiary district of the City (hereafter “District”). City and
District may be individually referred to herein as a “Party” and collectively as the “Parties.”
RECITALS
WHEREAS, the City participates in the San Bernardino County Employees’ Retirement
Association (“SBCERA”) for the purpose of providing pension benefits to its employees,
including employees of the District; and
WHEREAS, contributions owed by the City to SBCERA with respect to eligible
employees of the District who are members of SBCERA are paid to SBCERA by the District on
behalf of the City; and
WHEREAS, the cost of employer contributions to SBCERA with respect to safety
members and the volatility of such contribution rate has become a significant concern to the
District; and
WHEREAS, it is possible to significantly alleviate this concern through a change in the
manner in which the required contributions for safety members are determined, by combining the
costs associated with the City’s participation in SBCERA as it relates to safety members with the
costs associated with safety members of SBCERA employed by the County of San Bernardino
(“County”); and
WHEREAS, a condition imposed by SBCERA to the aforementioned combination of
costs is that the difference in funded status between the “Other Safety” cost group as it pertains to
the City’s safety members and the “County Safety” cost group be paid by the City to SBCERA on
such that the transfer of the City’s safety members to the “County Safety” cost group is cost
neutral to the County; and
WHEREAS, the City must be directly liable to SBCERA for the Transfer Amount because
the City, not the District, is the participating employer in SBCERA, but the City and District both
agree that payment for the Transfer Amount shall be the sole obligation of the District; and
WHEREAS, pursuant to a report prepared by SBCERA’s actuarial firm, Segal Consulting,
dated March 3, 2017, it was determined that the difference in funded status between the “Other
Safety” cost group as it pertains to the City’s safety members and the “County Safety” cost group
is $6,508,000 as of June 30, 2017 (“Transfer Amount”); and
WHEREAS, pursuant to a proposed contract between SBCERA, the City and the District
considered for approval by the City and District, respectively, on the same date as this Agreement
(“SBCERA Contract”), the City and District have agreed to pay the Transfer Amount and have
29557.00002\29784444.2
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further agreed that this Transfer Amount may be amortized over twenty (20) years at SBCERA’s
assumed rate of return for investments, which is 7.5%, resulting in twenty (20) annual payments
of $593,846 beginning on or before July 1, 2017, and continuing on or before each successive
July 1 thereafter, through and including July 1, 2036, provided, that, the foregoing annual
payments may be adjusted or discontinued as provided in the SBCERA Contract; and
WHEREAS, the District shall explore all available options for the reduction or pay off of
the Transfer Amount such that the City’s liability to SBCERA as it pertains to the Transfer Cost is
either reduced or eliminated; and
WHEREAS, City will remain the contracting employer with SBCERA with respect to
City and District employees; and
WHEREAS, the Parties have concluded that it will be mutually beneficial to enter into
this Agreement; and
WHEREAS, the Parties desire to enter into this Agreement to set forth the terms and
conditions pursuant to which the District agrees to assume sole responsibility for payment of the
Transfer Amount pursuant to the terms set forth in the SBCERA Contract.
NOW THEREFORE, in consideration of the above and the mutual covenants, terms and
conditions contained herein, and pursuant to the laws of the State of California, the City and the
District agree as follows:
AGREEMENT
1.

DISTRICT AND CITY OBLIGATIONS:

1.1
The District shall pay the Transfer Amount directly to SBCERA on behalf of the
City, in the amounts and in accordance with the terms established in the SBCERA Contract, a
copy of which is enclosed as Exhibit 1 and incorporated herein by reference.
1.2
The District shall provide documentation to the City substantiating payment of the
amounts referenced Section 1.1 no later than five (5) business days after the due date for such
amount.
1.3
In the event that the City is required to pay any portion of the Transfer Amount to
SBCERA on or after the Effective Date, the District shall reimburse the City any such amounts
within five (5) business days after the payment to SBCERA is made by the City unless otherwise
agreed to by the City.
1.4
City shall remain the contracting employer with SBCERA with respect to safety
members employed by the District.
2.

TERM AND TERMINATION:

This Agreement shall be effective as of the Effective Date set forth above and shall
continue until the District has paid the Transfer Amount to SBCERA in full.

29557.00002\29784444.2

2

3.

NOTICES:

Any notice, demand, request, consent, approval or communication that either Party
desires or is required to give to the other shall be in writing and either served personally or sent
by first class mail, postage prepaid, addressed as follows:
To City:

To District:

City of Big Bear Lake
P.O. Box 10000
Big Bear Lake, CA 92315
ATTN: City Manager

4.

Big Bear Lake Fire Protection District
41090 Big Bear Blvd.
P.O. Box 2830
Big Bear Lake, CA 92315
ATTN: Fire Chief

CONFLICT OF INTEREST:

Each Party certifies to the other Party that it has disclosed to the other Party any actual,
apparent, or potential conflicts of interest that may exist relative to the obligations to be
performed pursuant to this Agreement. Each Party agrees to advise the other Party of any actual,
apparent or potential conflicts of interest that may develop subsequent to the date of execution of
this Agreement. Each Party further agrees to complete any statements of economic interest if
required by State law.
5.

INDEMNIFICATION AND INSURANCE:

5.1
Indemnification. Notwithstanding the limits of any insurance, City shall
indemnify, defend and hold harmless the District, its officers, agents, employees, attorneys and
authorized volunteers, from and against any and all liabilities, claims, demands or costs
(including attorneys’ fees with counsel acceptable to the District) arising or alleged to arise as a
result of City’s performance or failure to perform under this Agreement, except those arising
from the sole negligence or misconduct of the District.
Notwithstanding the limits of any insurance, the District shall indemnify, defend
and hold harmless City, its officers, agents, employees, attorneys and authorized volunteers,
from and against any and all liabilities, claims, demands or costs (including attorneys’ fees with
counsel acceptable to City) arising or alleged to arise as a result of the District’s performance or
failure to perform under this Agreement, except those arising from the sole negligence or
misconduct of City.
5.2
Insurance. The District shall maintain insurance acceptable to City in full force
and effect throughout (and, as appropriate, following) the term of this Agreement.
6.

RECORDS AND INSPECTION:

The Parties shall maintain records, books, documents and other evidence directly
pertinent to the performance of obligations under this Agreement in accordance with generally
accepted accounting principles and practices. Each Party shall have the right to access and
examine such records, without charge, during normal business hours. Each Party shall further
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have the right to audit such records, to make transcripts therefrom and to inspect all program
data, documents, proceedings and activities.
7.

MISCELLANEOUS PROVISIONS:

7.1
Controlling Law. The interpretation and performance of this Agreement shall be
governed by the laws of the State of California. Venue shall be in San Bernardino County.
7.2
Attorneys’ Fees. In the event an action or proceeding is instituted by either Party
for the breach or enforcement of any provision of this Agreement, the prevailing Party shall be
entitled to reasonable attorneys’ fees and all litigation expenses, including, but not limited to
expert’s fees and disbursements.
7.3
Entire Agreement. This Agreement contains the entire Agreement of the Parties
with respect to the subject matter hereof, and supersedes all prior negotiations, understandings or
agreements. This Agreement may only be modified in writing signed by both Parties.
7.4
Counterparts. This Agreement may be executed in several counterparts and all
counterparts so executed shall constitute one agreement, which shall be binding on all of the
Parties, notwithstanding that all of the Parties are not signatory to one original or the same.
7.5
Amendment; Modification. No supplement, modification or amendment of this
Agreement shall be binding unless executed in writing and signed by both Parties.
7.6
Authority. Each Party to this Agreement warrants to the other that it is duly
organized and existing and that it and the respective signatories have full right and authority to
enter into and consummate this Agreement and all related documents and bind the Parties
thereto.
7.7
Successors and Assigns. This Agreement shall be binding on the successors and
assigns of the Parties, and shall not be assigned by either Party without the prior written consent
of the other Party.
7.8
No Waiver. Failure of either Party to insist on any one occasion upon strict
compliance with any of the terms, covenants or conditions hereof shall not be deemed a waiver
of such term, covenant or condition, nor shall any waiver or relinquishment of any rights or
powers hereunder at any one time or more times be deemed a waiver or relinquishment of such
other right or power at any other time or times.
7.9
No Third Party Beneficiaries. There are no intended third party beneficiaries of
any right or obligation assumed by the Parties, except as explicitly provided herein.
7.10 Severability. It is intended that each paragraph of this Agreement shall be treated
as separate and divisible, and in the event that any paragraphs are deemed unenforceable, the
remainder shall continue to be in full force and effect so long as the primary purpose of this
Agreement is unaffected.
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AGREEMENT BETWEEN
THE CITY OF BIG BEAR LAKE
AND THE BIG BEAR LAKE FIRE PROTECTION DISTRICT
FOR ASSUMPTION OF SPECIFIED SBCERA COSTS
IN WITNESS WHEREOF, this Agreement has been executed and approved and is
effective and operative as to each of the Parties as herein provided.
CITY OF BIG BEAR LAKE:

BIG BEAR LAKE FIRE PROTECTION
DISTRICT:

By:

By:

______________________________
Jeff Mathieu, City Manager
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______________________________
Jeff Willis, Fire Chief

EXHIBIT 1

A copy of the proposed agreement between SBCERA, City and District follows behind this page.
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EXHIBIT 1

THIS AGREEMENT is entered into in the State of California between the CITY OF BIG
BEAR LAKE, hereinafter called CITY, BIG BEAR LAKE FIRE PROTECTION DISTRICT,
hereinafter called DISTRICT, and SAN BERNARDINO COUNTY EMPLOYEES’ RETIREMENT
ASSOCIATION, hereinafter called SBCERA.
WITNESSETH:
WHEREAS, SBCERA is a retirement system formed and operating under the County Employees’
Retirement Law of 1937 (“CERL”), CITY is a “district,” as defined by the CERL, whose eligible
employees are members of SBCERA and entitled to retirement benefits under the CERL, and
DISTRICT is a subsidiary district of the CITY whose eligible employees are members of SBCERA
and entitled to retirement benefits under the CERL under the CITY’s contract with SBCERA;
WHEREAS, t he retirement benefits that SBCERA provides to its members are funded through a
combination of contributions from the members, contributions from the County of San Bernardino
(“County”) and districts (collectively, “participating employers”) including CITY, and investment
income earned on those contributions;
WHEREAS, contributions owed by the CITY to SBCERA with respect to eligible employees of the
DISTRICT who are members of SBCERA are paid to SBCERA by the DISTRICT on behalf of the
CITY;
WHEREAS, SBCERA members are required by law to contribute to the cost of their retirement
benefits at rates set by SBCERA’s Board of Retirement based upon the recommendations of
SBCERA’s professional actuary, which rates reflect a set portion of the normal cost of benefits;
WHEREAS, SBCERA’s participating employers are required by law to make employer contributions
at rates set by SBCERA’s Board of Retirement based upon the recommendations of SBCERA’s
professional actuary, which rates reflect both a set portion of the normal cost of benefits and any
shortfall in the funded status of the plan (known as unfunded actuarial liability or “UAL”);
WHEREAS, the cost of employer contributions to SBCERA has become a significant concern to
CITY and the DISTRICT;
WHEREAS, the Parties have determined that it is possible to significantly alleviate this concern
through a change in the manner in which CITY’s required contributions for safety members are
determined, by combining the costs associated with CITY’s participation in SBCERA as it relates to
safety members with the costs associated with safety members of SBCERA employed by the
County;
WHEREAS, SBCERA’s fiduciary duty to the County requires that, in the event that CITY’s costs as
they relate to safety members are combined with the County’s costs for rate-setting purposes, such
change must be made in a manner that does not shift the present UAL burden associated with CITY
as it pertains to safety members, or a portion thereof, to the County;
WHEREAS, the CITY’s current contribution rate as a member of the Other Safety cost group is
higher than the County’s contribution rate as a member of the County Safety cost group, and CITY
must therefore, in order to facilitate its transfer to the County Safety cost group as provided herein,

make supplemental payments to offset the cost increase that would occur within the County Safety
cost group due to the transfer in of CITY’s assets and liabilities from the Other Safety cost group;
WHEREAS, the aforementioned supplemental payments shall be made by the District to SBCERA
on behalf of the City;
WHEREAS, the Parties have agreed that the amount that must be contributed to SBCERA to
effectuate the inclusion of CITY into the present County Safety cost group, and avoid negatively
impacting the County as a result thereof, is $6,508,000 calculated as of June 30, 2016, the last date
for which actuarially determined UAL figures are available (“Transfer Amount”);
WHEREAS, the Parties have further agreed that this amount may be amortized over twenty years
at SBCERA’s assumed rate of return for investments, which is 7.5%, resulting in twenty annual
payments of $593,846 beginning on or before July 1, 2017, and continuing on or before each
successive July 1 thereafter, through and including July 1, 2036, provided, that, the foregoing
annual payments may be adjusted or discontinued as contemplated herein; and
NOW THEREFORE, it is agreed as follows:
RIGHTS AND OBLIGATIONS OF PARTIES
1. As a result of this Agreement, CITY’s assets and liabilities within SBCERA pertaining to
safety members shall transfer from the “Other Safety” cost group to the “County Safety”
cost group for actuarial valuation purposes. SBCERA shall cause CITY’s contribution
rates to be set in combination with those of SBCERA’s existing “County Safety” cost
group, beginning with the rates to be applied during the 2017-18 fiscal year. For
avoidance of doubt, future employer contribution rates for the CITY as part of the County
Safety cost group shall include all elements of such rates, including but not limited to the
UAL associated with that cost group as of June 30, 2016, and any future increases or
decreases therein. However, CITY’s rates shall not include any amount attributable to
Pension Obligation Bond payments currently owed by the County.
2. CITY, as a supplemental contribution and in addition to paying the regular employer
contribution rates annually set by the SBCERA Board of Retirement and approved by the
County Board of Supervisors pursuant to the CERL, shall annually contribute to SBCERA
the amounts set forth in Column 3 (“Annual Payment”) of Exhibit I to Attachment 1 hereto
(a May 8, 2017 letter from Segal Consulting to Gary A. Amelio, as Chief Executive Officer
of SBCERA (“Segal Letter”)) until such time as: (a) the Transfer Amount has been paid in
full, or (b) the Annual Payment is adjusted as a result of subsequent amounts credited to
the City as contemplated by the Segal Letter. In the event that the Annual Payment is
adjusted (“Adjusted Annual Payment”), the Adjusted Annual Payments shall continue until
such time as the Transfer Amount has been paid in full.
3. It is understood that the CITY’s obligation set forth in Paragraph 2 shall be satisfied by the
DISTRICT which shall make the required supplemental contributions to SBCERA on
behalf of the CITY. It is further understood by the Parties that SBCERA shall accept the
supplemental contributions made by the DISTRICT as fulfilling the CITY’s obligations set
forth in Paragraph 2.
4. In the event of CITY’s failure to timely make any payment as required by Paragraph 2
above, SBCERA may provide CITY with a written Notice of Default. If CITY fails to cure
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such default, including the payment of the past due amount together with interest
accruing during the default period at a rate of 7.5% and any costs that SBCERA may
reasonably incur in securing CITY’s payment, including but not limited to attorney fees
and court costs, by the date that SBCERA states in the Notice of Default, which date may
not be sooner than 92 days from the due date for such payment (i.e. October 1 of the
year in which the payment was due), SBCERA may terminate this Agreement retroactive
to the date of the missed payment. The termination of the Agreement will result in
transfer of the CITY’s assets and liabilities within SBCERA pertaining to safety members
back to the “Other Safety” cost group. Accordingly, SBCERA may determine CITY’s
contribution obligations, as of the date of the missed payment, in any manner consistent
with the law, industry practice at that time, and SBCERA’s fiduciary duties and plenary
authority to administer the retirement system.
5. CITY may prepay all or a portion of the Transfer Amount or any Annual Payment without
premium or penalty, at any time.
6. It is the mutual intent of the Parties that the County should have rights of a third-party
beneficiary to this Agreement with respect to the provisions of this Agreement intended to
permit its implementation without harm to the County, and specifically the right to enforce
CITY’s obligation to make the payments provided hereunder or, if such payments are not
timely made, to seek such other relief as may be available at law or in equity to prevent
harm to the County as a result of CITY’s transfer into SBCERA’s County Safety cost
group.
7. If the material mutual assumptions that have formed the basis of this Agreement,
including the rate estimates provided in Attachment 1 hereto, prove to be significantly
inaccurate, the Parties shall meet and confer in good faith in an effort to renegotiate or
cancel this Agreement in a manner consistent with the purposes of this Agreement,
including without limitation controlling to the extent possible CITY’s employer contribution
rates, while avoiding harm to SBCERA, its members, and its other participating employers
including but not limited to the County.
8. This Agreement shall not be construed to alter or limit the plenary authority of SBCERA
and its Board of Retirement and staff to administer the retirement system as provided in
the CERL and other applicable law, except as explicitly provided herein.
TERMS AND CONDITIONS
9. Term and Termination:
The term of this Agreement shall commence upon execution by the last party to execute,
and shall continue until all payments provided for in Paragraph 2 above have been made,
or until terminated earlier, by mutual agreement of the parties or otherwise.
In the event that termination results, directly or indirectly, in the withdrawal of CITY as a
participating employer of SBCERA, CITY shall be responsible for any remaining UAL
obligation that the SBCERA Board of Retirement reasonably determines, on the advice of
its actuary, is apportionable to CITY (“Withdrawal Liability”). Such Withdrawal Liability
may include any unpaid portion of the CITY’s share of UAL as of June 30, 2016, that has
not been eliminated as a result of the payments provided in Paragraph 2 hereof, together
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with CITY’s share of any existing and future UAL representing its share of the UAL
associated with the County Safety cost group. Such Withdrawal Liability shall be
determined using SBCERA’s termination methodology.
10. Applicable Laws:
At all times during the term of this Agreement, CITY, DISTRICT and SBCERA shall
comply with all applicable laws, ordinances, rules and regulations of the United States
of America, the State of California, and all agencies and subdivisions thereof as
applicable.
11. Venue:
The venue of any action or claim brought by any party to this Agreement will be the
Superior Court of California for San Bernardino County. Each party hereby waives any law
or rule of the court, which would allow them to request or demand a change of venue. If
any action or claim concerning this Agreement is brought by a third party, the parties
hereto agree to use their best efforts to obtain a change of venue to the Superior Court
of California for San Bernardino County.
12. Notices:
Any and all notices permitted or required under this Agreement shall be given to the
respective parties at the following address, or at such address as the respective parties
may provide in writing by registered or certified mail, postage prepaid for this purpose.
The Parties may waive the technical requirements of this paragraph by the express written
acknowledgement of actual receipt of notice, if received by alternative means:
SBCERA:

SAN BERNARDINO COUNTY EMPLOYEES’ RETIREMENT ASS’N
Attn: Chief Executive Officer
348 W. Hospitality Lane, 3rd Floor
San Bernardino, CA 92415-0014

CITY:

CITY OF BIG BEAR LAKE
Attn: Jeff Mathieu, City Manager
39707 Big Bear Blvd
P.O. Box 10000
Big Bear Lake, CA 92315

DISTRICT:

BIG BEAR LAKE FIRE PROTECTION DISTRICT
Attn: Jeff Willis, Fire Chief
41090 Big Bear Blvd.
P.O. Box 2830
Big Bear Lake, CA 92315

13. Successors and Assigns:
This Agreement shall be binding on the successors and assigns of the Parties.
14. Amendments:
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This Agreement shall not be amended except by the written consent of the Parties, duly
approved by their respective governing boards.

15. Entire Agreement:
This Agreement, together with the Attachment thereto, constitutes the entire agreement of
the Parties with respect to the subject matter hereof, superseding any previous
agreements, written or oral, and all other previous communications between the Parties.
16. Waiver:
No waiver of a breach of any provision of this Agreement by any Party shall constitute a
waiver of any other breach of said provision or of any other provision of this Agreement. No
waiver will be enforceable unless it is a written agreement executed by the Party granting
the waiver, making specific reference to this Agreement and reciting the Parties' intention
that it constitutes a waiver. Failure of any Party to enforce at any time, or from time to time,
any provisions of this Agreement shall not be construed as a waiver thereof. The remedies
herein reserved shall be cumulative and additional to any other remedies in law or equity.
17. Interpretation:
This Agreement has been negotiated at arm's length and between parties sophisticated
and knowledgeable in the matters dealt with in this Agreement. Each Party has been
represented by experienced and knowledgeable legal counsel. Accordingly, any rule of law
(including, without limitation, California's Civil Code Section 1654) or legal decisions that
would require interpretation of any ambiguities in this Agreement against the Party that has
drafted it shall not be applicable and are hereby waived. The provisions of the Agreement
shall be interpreted in a reasonable manner to effectuate the purpose of the Parties and
this Agreement.
18. Counterparts:
This Agreement may be executed in any number of counterparts, each of which shall be
deemed an original.
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IN WITNESS WHEREOF, this Agreement has been executed and approved and is
effective and operative as to each of the Parties as herein provided.
CITY OF BIG BEAR LAKE

By: _________________________________
JEFF MATHIEU, City Manager

BIG BEAR
DISTRICT

LAKE

FIRE

PROTECTION

By: _________________________________
JEFF WILLIS, FIRE CHIEF
SAN BERNARDINO COUNTY EMPLOYEES’
RETIREMENT ASSOCIATION
CONTRACT APPROVED AS TO FORM AND
LEGALITY:

By: _________________________________
GARY A. AMELIO, Chief Executive Officer

By: _________________________
MICHAEL P. CALABRESE
SBCERA Chief Counsel
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Attachment 1

100 Montgomery Street Suite 500 San Francisco, CA 94104-4308
T 415.263.8260 www.segalco.com

May 8, 2017
Mr. Gary A. Amelio
Chief Executive Officer
San Bernardino County Employees' Retirement Association
348 W Hospitality Lane, Third Floor
San Bernardino, CA 92415-0014
Re:

San Bernardino County Employees' Retirement Association
City of Big Bear Lake – Update of Lump Sum Payment for Possible Transfer to
County Safety Cost Group - Revised

Dear Gary:
In our letter dated March 3, 2017, we provided information related to a potential transfer for City
of Big Bear Lake (CBBL) Safety members from the Other Safety cost group to the County
Safety cost group as of June 30, 2017 and a potential transfer for Big Bear City Community
Services District (BBCCSD) from CalPERS to the County Safety cost group as of June 30, 2018.
In this letter, we have revised the results with regard to the BBCCSD transfer based on updated
demographic data and estimated asset transfer information provided.
We understand that the Big Bear Lake Fire Protection District (BBLFPD), which is part of
CBBL, has formed a Joint Powers Authority (JPA) with the BBCCSD. The BBCCSD is
currently a CalPERS agency and is considering consolidation of their operations, including their
pension plans, with CBBL. This could result in a transfer of the BBCCSD fire department
employees from CalPERS to the SBCERA County Safety cost group pursuant to Assembly Bill
(AB) 868. This transfer would take place as of June 30, 2018. It would include a transfer from
CalPERS to SBCERA of both assets and liabilities associated with the BBCCSD employees as
of June 30, 2018. In particular, under this scenario, the liabilities under SBCERA would also be
recalculated using SBCERA’s benefit provisions for previous service credit earned at CalPERS.
We have been requested to answer the following questions:
CBBL Transfer to the County Safety Cost Group as of June 30, 2017
1. What lump sum payment would CBBL have to contribute to SBCERA in order to be
moved into the County Safety cost group as of June 30, 2017, considering that the
move itself should not result in any increase to the County Safety rate at the time of
the change?

Benefits, Compensation and HR Consulting. Member of The Segal Group. Offices throughout the United States and Canada

Mr. Gary A. Amelio
May 8, 2017
Page 2

2. In addition to determining the lump sum payment, what would be the possible
schedules for installment payments over a twenty-year period?
3. If CBBL moves to the County Safety cost group and pays a lump sum or installments
as described above, how would this transfer impact the County Safety cost group’s
Normal Cost on a prospective basis?
BBCCSD Transfer to the County Safety Cost Group as of June 30, 2018
4. What credit amount could CBBL/BBCCSD receive from SBCERA after moving into
the County Safety cost group as of June 30, 2018 (with CBBL already transferred to
County Safety cost group as of June 30, 2017), considering that the move itself
should not result in any decrease to the County Safety rate at the time of the change?
5. In addition to determining the amount of the credit, how would the credit reduce the
installment payments determined in 2. above over the remaining nineteen-year
period?
6. If BBCCSD moves to the County Safety cost group and receives a credit as
described above, how would this transfer impact the County Safety cost group’s
Normal Cost on a prospective basis?
DATA USED IN THIS CALCULATION
For the transfer of CBBL into the County Safety cost group, the information was based on our
most recent actuarial valuation for SBCERA as of June 30, 2016.
For the transfer of BBCCSD from CalPERS into SBCERA, the census data was provided by
SBCERA for 14 active employees (12 Tier 1 members and 2 Tier 2 members under SBCERA’s
benefit provisions) as of November 2016. CalPERS also estimates the assets that would be
transferred from CalPERS to SBCERA in connection with the transfer of 14 active employees
to be $4.4 million as of June 30, 2017 using various CalPERS’ assumptions. For purposes of
illustration, we have not adjusted the transfer amount and assumed that $4.4 million 1 will be
transferred on June 30, 2018.
RESULTS AND METHODOLOGY USED IN CALCULATION – CBBL TRANSFER
If CBBL’s Safety members were all transferred to the County Safety cost group then the assets,
liabilities and Unfunded Actuarial Accrued Liabilities (UAAL) associated with CBBL’s
members (both active and nonactive/retired) would be transferred to the County Safety cost
group. Because SBCERA is a cost sharing multiple employer plan, there is no ongoing separate
accounting of SBCERA’s assets by employer. For this calculation, the SBCERA assets
attributable to contributions of CBBL and its employees were determined using a methodology
very similar to that used in prior termination studies, and designed to leave the UAAL rate
unchanged for CBBL’s current cost group (i.e., the Other Safety cost group).
1 This excludes assets for 3 members that were included in our March 3, 2017 letter.
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Regarding question 1, using the asset and liability information as of June 30, 2016 and rolled
forward one year to June 30, 2017 for both CBBL and the County Safety cost group, we have
determined that the transfer as of June 30, 2017 would result in an increase in the County Safety
employer UAAL contribution rate by an estimated 0.20% of payroll (or $464,000 per year 2
based on the projected 2017/18 combined payroll of County Safety and CBBL’s Safety
members of $232.2 million) on a prospective basis. The increase in the County Safety UAAL
contribution rate is due to the lower funded status of CBBL (and the Other Safety cost group) as
compared to the County Safety cost group.
We have been asked to determine the amount that CBBL would need to contribute to SBCERA
in order to offset the increase in the County Safety employer contribution rate determined above
assuming a transfer date of June 30, 2017. This amount is $6,508,000 as of June 30, 2017. If this
amount were transferred into the County Safety cost group, then it would be amortized over 20
years based on SBCERA’s funding policy. The resulting amortization credit would be enough to
offset the 0.20% of payroll increase in the County Safety employer UAAL contribution rate.
The lump sum amount shown above that CBBL would need to contribute has increased from the
amount found in our August 18, 2016 letter. This is due to a shift in the payroll for the two
employers in the Other Safety cost group between the June 30, 2015 and 2016 valuations.
Regarding question 2, as alternatives to paying this amount as a lump sum, we have also
developed payment schedules over a twenty-year period, as shown in the attached exhibits
under the following two scenarios:
I.
II.

Twenty-Year Annual Level Dollar Payments (CBBL Transfer Only)
Twenty-Year Semiannual Level Dollar Payments (CBBL Transfer Only)

Regarding question 3, the transfer of CBBL would result in no change to the County Safety
employer Normal Cost rate after rounding the rate.
The exhibit below depicts the estimated employer contribution rates determined based on a roll
forward to a June 30, 2017 valuation date both before and after the transfer of CBBL from the
Other Safety cost group to the County Safety cost group. Tier 1 and Tier 2 are both combined in
these tables. The results after the transfer for the County Safety cost group include the additional
contribution of $6,508,000 from CBBL as of June 30, 2017.

2 These amounts would increase as these members’ compensation increases over time.
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Before CBBL Transfer as of June 30, 2017

Employer Normal Cost Rate(1)
UAAL Rate(2)
Employer Total Rate
Projected Payroll for 2017/2018
(1)
(2)

CBBL
20.15%
62.10%
82.25%
$1,436,000

County Safety
Cost Group
20.44%
28.69%
49.13%
$230,739,000

Normal Cost rates reflect decreases as the proportion of members in Tier 2 increases over time
UAAL rates reflect the recognition of the deferred loss for 2016/2017 under the asset smoothing
methodology

After CBBL Transfer as of June 30, 2017

Employer Normal Cost Rate(1)
UAAL Rate(2),(3)
Employer Total Rate
Projected Payroll for 2017/2018

County Safety
Cost Group with
CBBL
20.44%
28.69%
49.13%
$232,175,000

(1)

Normal Cost rate reflects decreases as the proportion of members in Tier 2 increases over time
UAAL rate reflects the recognition of the deferred loss for 2016/2017 under the asset smoothing methodology
(3)
Reflects $6,508,000 contribution from CBBL into County Safety cost group
(2)

On a prospective basis, the County and CBBL would be pooled and would share the risk
associated with any potential future changes in SBCERA’s Normal Cost and UAAL for the
members (both active and nonactive/retired) in the Safety County cost group.
RESULTS AND METHODOLOGY USED IN CALCULATION – BBCCSD TRANSFER
If BBCCSD’s active employees were all transferred from CalPERS to the County Safety cost
group as of June 30, 2018, then the estimated assets of $4.4 million, as well as recalculated
liabilities and UAAL based on SBCERA’s benefit provisions for previous service credit at
CALPERS, would all be transferred to the SBCERA County Safety cost group.
Regarding question 4, we used the asset and liability results for the County Safety cost group
after the CBBL transfer, including the CBBL transfer amount from above as of June 30, 2017.
We then rolled forward this information one year to June 30, 2018 along with rolling forward
BBCCSD’s demographic information as of November 2016 to June 30, 2018. We have
determined that the transfer of the 14 BBCCSD’s active employees as of June 30, 2018 along
with the estimated $4.4 million assets from CalPERS would result in a decrease in the County
Safety employer contribution rate by an estimated 0.10% of payroll (or $242,000 per year 3
based on the projected 2018/19 combined payroll of County Safety, CBBL’s Safety members
and BBCCSD’s members of $242.3 million) on a prospective basis. The decrease in the County
Safety contribution rate after the transfer is primarily because BBCCSD has a lower unfunded
liability relative to payroll as compared to County Safety. One reason for this is that all
3 These amounts would increase as these members’ compensation increases over time.
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BBCCSD members are active members whereas the County Safety cost group includes both
active and retired members. This has a larger impact than the fact that BBCCSD has a lower
funded ratio as compared to County Safety cost group prior to the transfer.
We have been asked to determine the credit that CBBL/BBCCSD could receive in SBCERA’s
actuarial valuation in order to offset the decrease in the County Safety employer contribution
rate determined above assuming a transfer date on June 30, 2018. This amount is $3,396,000 as
of June 30, 2018. To be consistent with the CBBL transfer, this credit amount would be
amortized over the remaining nineteen year period and used to offset the installment payments
calculated under the scenario above for the CBBL transfer.
Regarding question 5, we also show schedules over the entire twenty-year period that are the
combined net result of both the CBBL and BBCCSD transfers. They are shown in the attached
exhibits under the following two scenarios:
III.

Twenty-Year Annual Level Dollar Payments (Combined CBBL and BBCCSD
Transfers)

IV.

Twenty-Year Semiannual Level Dollar Payments (Combined CBBL and BBCCSD
Tranfers)

Regarding question 6, the transfer of BBCCSD would result in a decrease in the County Safety
employer Normal Cost rate of 0.01%, an amount almost less than the precision used to
determine the rate.
The exhibit below depicts the estimated employer contribution rates determined based on a
rollforward to a June 30, 2018 valuation date both before and after the transfer of BBCCSD
from CalPERS to the County Safety cost group (that already includes CBBL). Tier 1 and Tier 2
are both combined in these tables. The results after the transfer for the County Safety cost group
include the additional credit of $3,396,000 to CBBL/BBCCSD as of June 30, 2018.
Before BBCCSD Transfer as of June 30, 2018
(1)

Employer Normal Cost Rate(3)
UAAL Rate(4)
Employer Total Rate
Projected Payroll for 2018/2019
(1)

BBCCSD
19.05%
12.69%
31.74%
$1,424,000

County Safety
Cost Group(2)
20.15%
29.95%
50.10%
$240,881,000

These are hypothetical rates assuming BBCCSD was its own cost group
Also includes CBBL due to transfer as of June 30, 2017
(3)
Normal Cost rates reflect decreases as the proportion of members in Tier 2 increases over time
(4)
County Safety UAAL rate reflects the recognition of the deferred losses for 2016/2017 and 2017/2018
under the asset smoothing methodology
(2)
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Mr. Gary A. Amelio
May 8, 2017
Page 6
After BBCCSD Transfer as of June 30, 2018

Employer Normal Cost Rate(2)
UAAL Rate(3),(4)
Employer Total Rate
Projected Payroll for 2018/2019

County Safety
Cost Group with
BBCCSD(1)
20.14%
29.96%
50.10%
$242,305,000

(1)

Also includes CBBL due to transfer as of June 30, 2017
Normal Cost rate reflects decreases as the proportion of members in Tier 2 increases over time
(3)
UAAL rate reflects the recognition of the deferred losses for 2016/2017 and 2017/2018 under the
asset smoothing methodology
(4)
Reflects $3,396,000 credit associated with BBCCSD transfer
(2)

On a prospective basis, the County, CBBL and BBCCSD would be pooled and would share the
risk associated with any potential future changes in SBCERA’s Normal Cost and UAAL for the
members (both active and nonactive/retired) in the Safety County cost group.
Unless otherwise noted, all of the above calculations are based on the June 30, 2016 actuarial
valuation results including the participant data for County Safety and CBBL and actuarial
assumptions on which that valuation was based. The participant data as of November 2016 and
asset transfer amount from CalPERS for BBCCSD was provided by SBCERA after they
received this information from CBBL. That valuation and these calculations were completed
under the supervision of John Monroe, ASA, MAAA, Enrolled Actuary.
We are members of the American Academy of Actuaries and we meet the Qualification
Standards of the American Academy of Actuaries to render the actuarial opinion herein.
Please let us know if you have any questions or need any additional information.
Sincerely,

Paul Angelo, FSA, MAAA, FCA, EA
Senior Vice President & Actuary
AW/hy
cc:

Julie Underwood
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John Monroe, ASA, MAAA, EA
Vice President & Actuary

EXHIBIT I
City of Big Bear Lake Transfer on June 30, 2017
Twenty-Year Annual Level Dollar Payments
Annual Interest Rate:
Annual Payment Growth:
Beginning of Period
As of
07/01/2017
07/01/2018
07/01/2019
07/01/2020
07/01/2021
07/01/2022
07/01/2023
07/01/2024
07/01/2025
07/01/2026
07/01/2027
07/01/2028
07/01/2029
07/01/2030
07/01/2031
07/01/2032
07/01/2033
07/01/2034
07/01/2035
07/01/2036
Total
(1)

$

Balance
6,508,000
6,357,716
6,196,161
6,022,489
5,835,791
5,635,092
5,419,340
5,187,406
4,938,078
4,670,050
4,381,919
4,072,179
3,739,209
3,381,265
2,996,476
2,582,828
2,138,156
1,660,134
1,146,260
593,846

7.50%
0.00%

Annual

Interest

(1)

$

$

Payment
593,846
593,846
593,846
593,846
593,846
593,846
593,846
593,846
593,846
593,846
593,846
593,846
593,846
593,846
593,846
593,846
593,846
593,846
593,846
593,846
11,876,911

$

$

Paid
443,562
432,290
420,174
407,148
393,146
378,093
361,912
344,517
325,817
305,715
284,106
260,875
235,902
209,056
180,197
149,174
115,823
79,972
41,431
5,368,911

Principal
$

$

Paid
150,284
161,555
173,672
186,697
200,700
215,752
231,934
249,329
268,028
288,130
309,740
332,971
357,943
384,789
413,648
444,672
478,022
513,874
552,414
593,846
6,508,000

Payments are assumed to be made at the beginning of each period starting on July 1, 2017.

Note: Totals may be slightly off due to rounding

End of Period
$

Balance
6,357,716
6,196,161
6,022,489
5,835,791
5,635,092
5,419,340
5,187,406
4,938,078
4,670,050
4,381,919
4,072,179
3,739,209
3,381,265
2,996,476
2,582,828
2,138,156
1,660,134
1,146,260
593,846
-

EXHIBIT II
City of Big Bear Lake Transfer on June 30, 2017
Twenty-Year Semiannual Level Dollar Payments
Annual Interest Rate:
Annual Payment Growth:
Beginning of Period
As of
07/01/2017
01/01/2018
07/01/2018
01/01/2019
07/01/2019
01/01/2020
07/01/2020
01/01/2021
07/01/2021
01/01/2022
07/01/2022
01/01/2023
07/01/2023
01/01/2024
07/01/2024
01/01/2025
07/01/2025
01/01/2026
07/01/2026
01/01/2027
07/01/2027
01/01/2028
07/01/2028
01/01/2029
07/01/2029
01/01/2030
07/01/2030
01/01/2031
07/01/2031
01/01/2032
07/01/2032
01/01/2033
07/01/2033
01/01/2034
07/01/2034
01/01/2035
07/01/2035
01/01/2036
07/01/2036
01/01/2037
Total
(1)

$

Balance
6,508,000
6,434,216
6,357,716
6,278,399
6,196,161
6,110,895
6,022,489
5,930,828
5,835,791
5,737,256
5,635,092
5,529,166
5,419,340
5,305,469
5,187,406
5,064,996
4,938,078
4,806,486
4,670,050
4,528,589
4,381,919
4,229,849
4,072,179
3,908,704
3,739,209
3,563,473
3,381,265
3,192,349
2,996,476
2,793,391
2,582,828
2,364,512
2,138,156
1,903,466
1,660,134
1,407,842
1,146,260
875,046
593,846
302,291

7.50%
0.00%

(1)

$

$

Payment
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
302,291
12,091,624

Principal

Interest

Annual
$

$

Paid
228,507
225,790
222,973
220,053
217,024
213,885
210,630
207,254
203,755
200,127
196,365
192,464
188,420
184,227
179,880
175,373
170,699
165,854
160,830
155,621
150,220
144,621
138,815
132,796
126,554
120,083
113,374
106,418
99,205
91,727
83,974
75,935
67,600
58,959
49,999
40,709
31,077
21,090
10,736
5,583,624

$

$

Paid
73,784
76,500
79,317
82,238
85,266
88,406
91,661
95,036
98,536
102,164
105,926
109,826
113,870
118,063
122,411
126,918
131,591
136,437
141,461
146,670
152,070
157,670
163,476
169,495
175,736
182,207
188,916
195,873
203,085
210,563
218,317
226,355
234,690
243,332
252,292
261,582
271,214
281,201
291,555
302,291
6,508,000

Payments are assumed to be made at the beginning of each period starting on July 1, 2017.

Note: Totals may be slightly off due to rounding

End of Period
$

Balance
6,434,216
6,357,716
6,278,399
6,196,161
6,110,895
6,022,489
5,930,828
5,835,791
5,737,256
5,635,092
5,529,166
5,419,340
5,305,469
5,187,406
5,064,996
4,938,078
4,806,486
4,670,050
4,528,589
4,381,919
4,229,849
4,072,179
3,908,704
3,739,209
3,563,473
3,381,265
3,192,349
2,996,476
2,793,391
2,582,828
2,364,512
2,138,156
1,903,466
1,660,134
1,407,842
1,146,260
875,046
593,846
302,291
-

EXHIBIT III
City of Big Bear Lake and Big Bear City Community Services District Combined Transfer
Twenty-Year Annual Level Dollar Payments (Credits)
Annual Interest Rate:
Annual Payment Growth:
Beginning of Period
As of
07/01/2017
07/01/2018
07/01/2019
07/01/2020
07/01/2021
07/01/2022
07/01/2023
07/01/2024
07/01/2025
07/01/2026
07/01/2027
07/01/2028
07/01/2029
07/01/2030
07/01/2031
07/01/2032
07/01/2033
07/01/2034
07/01/2035
07/01/2036
Total

$

Balance
6,508,000
2,961,716
2,886,456
2,805,552
2,718,580
2,625,085
2,524,577
2,416,532
2,300,383
2,175,524
2,041,299
1,897,008
1,741,895
1,575,149
1,395,896
1,203,200
996,051
773,367
533,981
276,641

7.50%
0.00%

Annual

Interest

(1)

(2)

$

Payment
593,846
276,641
276,641
276,641
276,641
276,641
276,641
276,641
276,641
276,641
276,641
276,641
276,641
276,641
276,641
276,641
276,641
276,641
276,641
276,641

$

5,850,016

$

$

Paid
443,562
201,381
195,736
189,668
183,145
176,133
168,595
160,492
151,781
142,416
132,349
121,528
109,894
97,388
83,944
69,492
53,956
37,254
19,301
2,738,016

Principal
$

$

Paid
150,284
75,260
80,904
86,972
93,495
100,507
108,045
116,149
124,860
134,224
144,291
155,113
166,746
179,252
192,696
207,149
222,685
239,386
257,340
276,641

End of Period
$

3,112,000

(1)

Payments/(credits) are assumed to be made at the beginning of each period starting on July 1, 2017.

(2)

Reduction is due to $3,396,000 credit associated with BBCCSD transfer to SBCERA.

Note: Totals may be slightly off due to rounding

Balance
6,357,716
2,886,456
2,805,552
2,718,580
2,625,085
2,524,577
2,416,532
2,300,383
2,175,524
2,041,299
1,897,008
1,741,895
1,575,149
1,395,896
1,203,200
996,051
773,367
533,981
276,641
-

EXHIBIT IV
City of Big Bear Lake and Big Bear City Community Services District Combined Transfer
Twenty-Year Semiannual Level Dollar Payments (Credits)
Annual Interest Rate:
Annual Payment Growth:
Beginning of Period
As of
07/01/2017
01/01/2018
07/01/2018
01/01/2019
07/01/2019
01/01/2020
07/01/2020
01/01/2021
07/01/2021
01/01/2022
07/01/2022
01/01/2023
07/01/2023
01/01/2024
07/01/2024
01/01/2025
07/01/2025
01/01/2026
07/01/2026
01/01/2027
07/01/2027
01/01/2028
07/01/2028
01/01/2029
07/01/2029
01/01/2030
07/01/2030
01/01/2031
07/01/2031
01/01/2032
07/01/2032
01/01/2033
07/01/2033
01/01/2034
07/01/2034
01/01/2035
07/01/2035
01/01/2036
07/01/2036
01/01/2037
Total

$

Balance
6,508,000
6,434,216
2,961,716
2,924,766
2,886,456
2,846,735
2,805,552
2,762,852
2,718,580
2,672,677
2,625,085
2,575,739
2,524,577
2,471,531
2,416,532
2,359,508
2,300,383
2,239,082
2,175,524
2,109,625
2,041,299
1,970,458
1,897,008
1,820,854
1,741,895
1,660,029
1,575,149
1,487,143
1,395,896
1,301,290
1,203,200
1,101,498
996,051
886,722
773,367
655,837
533,981
407,637
276,641
140,821

7.50%
0.00%

Annual

Interest

(1)

$
(2)

Payment
302,291
302,291
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821
140,821

$

5,955,773

$

$

Paid
228,507
225,790
103,871
102,511
101,100
99,637
98,121
96,549
94,918
93,228
91,476
89,659
87,775
85,822
83,796
81,697
79,520
77,262
74,922
72,495
69,980
67,371
64,666
61,862
58,955
55,940
52,815
49,574
46,214
42,731
39,119
35,374
31,491
27,466
23,292
18,964
14,477
9,825
5,001
2,843,773

Principal
$

$

Paid
73,784
76,500
36,950
38,310
39,721
41,183
42,700
44,272
45,902
47,593
49,345
51,162
53,046
54,999
57,024
59,124
61,301
63,559
65,899
68,325
70,841
73,450
76,154
78,959
81,866
84,880
88,006
91,246
94,606
98,090
101,702
105,447
109,329
113,355
117,529
121,857
126,344
130,996
135,820
140,821

End of Period
$

3,112,000

(1)

Payments/(credits) are assumed to be made at the beginning of each period starting on July 1, 2017.

(2)

Reduction is due to $3,396,000 credit associated with BBCCSD transfer to SBCERA.

Note: Totals may be slightly off due to rounding

Balance
6,434,216
6,357,716
2,924,766
2,886,456
2,846,735
2,805,552
2,762,852
2,718,580
2,672,677
2,625,085
2,575,739
2,524,577
2,471,531
2,416,532
2,359,508
2,300,383
2,239,082
2,175,524
2,109,625
2,041,299
1,970,458
1,897,008
1,820,854
1,741,895
1,660,029
1,575,149
1,487,143
1,395,896
1,301,290
1,203,200
1,101,498
996,051
886,722
773,367
655,837
533,981
407,637
276,641
140,821
-

