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December 15, 2023

Board of Retirement

Merced CountdReEmpleonends Associati on
3199 M Street

Mer ced, CA 95326

Dear Board Member s:

As the Plan Administrator obdRetthea evhemecedAsCouemntay i &mpl
Association), I am pleased to present this Annual Cc
ended June 30, 2023 and 202 2. Thi s report i s i nt en
information ab&utfiMamacd hCERA at us, compliance with t|
Merced&ERAard year of operation.

MercedG®GERA ssion Statement and Core Values

Merced&ERAssion is to provide benefits to

its membe
pl an provisions, and provide competent and eff

i cient

The Annual Comprehensive Financi al Report (ACFR)
MercedCERA management is responsible for both the ac
of the financial information contained in this ACFR.

a Thentroductordyes8ecbiesn Me rmaenda@ERY Nnt and organi zatic
t he me mber s of t he Mer ced CERA Board of Retiremen

consultants wutilized by MercedCERA, and presents tt
a ThEeinancialprsemitent he r epor®t ionfd etpheen dMenrtc eaduGlER A0 r ,
MercedCERA managesmwmestsi on and anal ysi s, basic finapr
schedul es, other supplemental schedules, and other
a Thlenvest mentc oShetcatiinosn a repo®t i oneBémeadCRRAf or mance
gener al i nvest ment consul tant, Meket a I nvest ment
Mer ced&ERAvVvest ment policies, asset all ocati on, i nv
fees.

& ThActuari alcoSecatiinssn t he i n@lepentdehtcattoary®@ttbetutir
Cheiron, Il nc. , along with a summary of actuari al a ¢
a4 Th&tatisticplresSertts onnformati on p&rbopenabhgonpedlrer
basi s. The financi al and operating infor@maftii duwc iparc
position, contributions, refunds, and di fferent tyr

MercedCERA and its Services

MercedCERA is a public employee retirement system e:
MercedCERA is administered by the MercedCERA Board o
and survivor benefits for eligible employees of the
County of Mer ced, Merced Cemetery District, and the

MercedCERA 2023 Annual Compr@&hen
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Constitution, theReQounetnye nBE mpLlaowy eoefs 1937, Government

1937 Act),-lawd, tp®el bgi es, and procedures adopted by
Merced Board of Supervisors may also adopt resol uti
benefits of MercedCERA members.

The MercedCERA Board is responsible for the overview
of the A@sacisa&tisoamdlhe mdawpgement of MercedCERA is ve
appointed by the Board.

The Board is comprised of nine members and two alter
one regular and one alternate elected by the active

by the retired membership, four appointed by the Cou
Merced Treasurer, -avfhfoi siead vemesmbaesr .anWietxh t he excepti on
me mber s s eyeaer ttherems, with no term | imits.

Financi al I nformati on

A review ofeaMéicedaCERAfairs for the years fiscal yea
Manage@®ermti scussion and Analysis (MD&A), which is |
Together, the MD&A and this Letter of Transn@ tftianama
activities for the fiscal years reported.

The audit of& MeirrceerdcCEERIA st at ements has been perfor me
who has determined that the financi al statements al
Accounting Principles (GAAP) and are free of materi a
to provide reasonabl e assurance regarding the safek
statements and supporting schedul es. Thi s document
Government al Accounting Standards Board ( GASB) St at
standards.

Management is responsible for establishing and main
Mer ced&ER#&sets are protected from | oss, theft, or mi
t o provide reasonabl e assurance that these objecti
recognizes that the cost of control should not € X C €
contr ol should not exceed the Dbenefits to be deri ve
estimates and judgments by management .

As of June 30, &02BdudMeacpegdOGERApPpOsition restricted f
$U3billion reflecting an increaséiof fapgprcoxairmatnelty p:
end of the previous fiscal year. This was primarily

Actuari al Funding Status

Merced®ERANdi ng object-teemi benef meeobll iogna@t i-bnusdég mla
and obtaining optimum investment returns consi stent

Pursuant to provisions in the 1937 Act, MercedCERA e
actuari al valuations of the Association. As part of
addition, every three years a triennial experience
demographic and economic assumptions ar e revi ewed

experience study was <conducted in 2022. As a resul
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assumptions wer e changed. The mo s t recent actuari a
Associdataicoonuar i al funding status (the ratio of asset
funding ratio (69.6% from 78.0% as of June 30, &202l)r
value of assets decreasing at a rate faster than the
by the changes in the assumpt i @&nsi navneds tpreernftosr.mance of

Il nvest ment s

The Board has fiduciary control of al | i nvest ment s
i nvest ment objectives, strategi es, and policies. Pur
Board is authorized to invest in any form or type of
informed judgement of the Board. I n making deci si ons
Board acts in a fiduciary capacity and must di schar
carrying out i ts i nvest ment responsibilities, t he

consul tant s, Meketa | nvest ment Group, | nc. and CIl i ff
The Board has adopted l nvest ment Policies, whi ch

Merced®&ERAvest ment s. The I nvestment Policies establi
policies, performance objectives, investment managem
The I nvestment Policy Statement al so delineates® t he
custodi al bank, MercedCERA staff, and investment man
The asset allocation plan adopted by &t henvBosarme nits pan
designed to provide an optimum mix of asset <cl asses

of I'iabilities while finding a tolerable | evel of ri

the I nvest ment Section of this ACFR.

The assets of MercedCERA are exclusively managed by
listing of the investment service pr o/V9 daerydsr7a8nme ¢ hiv e

For the fiscal year ended® Junnves3mmenR02e&tuMercgdOCGER,
Meketa I nvestment Group, was a positive 7.9% and the
three and five years were a positive 8.5% and 7. 5%,

Service Efforts and Accompli shments

aAdopted and i mpilodimewmitregdd aad jcuossttment ( COLA) of 3. 0%
retired members.

aFor the nineteenth consecutive year, Mer cedCERA wa
Excellence in FinanciaG R@&rlt iAmg ufadr CMenpc ehC@BRA v

dApproved commitments for each of the following pri
June 30, 2023):

dSilver Point Speti$20OMy Credit Fund |11
8Bl ackRock Global Im$2@aB8tructure Fund |V
aAGTCR Funa&s8sx Vv

dAccel KKR Capitain $BMrtners Fund VII

aEnCap Flatrock Mi$d8sM ream Fund V
MercedCERA 2023 Annual Compr&hen
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asummit Partners EurmpPp&MGrowth Equity 1V
a&Khosl a VendntsbrMes VI I |

aKhosl a Ventiu$2M Seed F

dAres Capitals$2buwr ope VI

aCortec Gii ¢ap MVI | |

aGenstar @a&éBiM al Xl

aEnCap Energy Ta$P8 Mal Fund XI 1

8Ares Senior DRAMEOtM Lending |11

alTaconic Credifi $BiMsl ocation 1|V

aApproved commitments for each of the following h
June 30, 2023):

aHudson Bafy $CaMi t al

aOne William Street Or®20M Opportunity Fund
aAdopted the 2022 actuari al valuation report and
Cheiron, l nc.

Certificate of Achievement

The Government Finance Officers Association of the L
of Achievement for Excellence in Financi al Reporting
Report for the Fiscal Year Ended June 30, 2022. The
t hat recognizes conformance with the highest standas
financi al reports.

I n order to be awarded a Certificate of Achievement ,

efficiently organized Annual Comprehensive Financi al
The Annual Comprehensive Financi al Report must sati s
applicable | egal requirements. A Certificate of Ach

Merced&ERAght eenth Certificate of Achi evement for e
current report continues to conform to the Certifica

Acknowl edgement s

The compilation of this report refd eEtscdlheMaralgenat e
and Accountant s, Jennifer Figueroa and KriGtpr Bheas$i
consultants: our actuary, our investment consultants

Sincerely,

D

o

¢ R

Kristen Santos
Pl an Administrator
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Achi evement for Excell ence

Government Finance Officers Association

Certificate of
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for Excellence
in Financial
Reporting
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Merced County Employees' Retirement Association
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For its Annual Comprehensive
Financial Report
For the Fiscal Year Ended

June 30, 2022

MP-W

Executive Director/CEO
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Trustees Term Expiration Appointed/ El ect e
Ryan Paskin, Chaibrecember 31, 202®8Board of Supervi
Scott Johnston, \Dieccee mbheai r3 1, 202Retired Members

Al fonse Peterson,Deecmrbectrar3dyl, 20238Board of Supervi
Karen Adams, CounPteyr nlarneeanstu rbeyr of f iExef fi ci o Member
mber 31, 2023eneral Members
mber 31, 2023Board of Supervi:

Janey Cabral Dece
e

Scott Silveira December 31, 202#8oard of Supervi
e
e

David Ness Dec
Corrina Brown December 31, 2025%ener al Member s
mber 31, 202%5afety Members
Vacant, Alternatedbecember 31, 2023afety Members
Mi chael Harri s, MAMletceermbeetre 31, 202Retired Members

Aaron Rosenberg Dec
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MercedCERA Board of Retir emen

Kristen Santos
Pl an Admini strator

Mari ssa Copel ho
Of fi ce Aspsli st ant ||

Martha Sanch¢e¢z Mar k Har man

Benefits lan Fi scal Manager
Admi ni stration ] 9

Brenda Moj|jiclaJennifer |Figueroa
Staff Servijcesl Ahcadownt dpnt | ||

Sheri Villagrana
Staff Servijces Analyst ||

Moni ca Gal/l egos
Staff Servijces Analyst 11

Ni k ki Bar|r aza
Staff Servijces Anal yst |

Since June 30t h, Mer cedCERA added the following staff me mbyesrIsl: ; K
and Patrick Armendarez, Support Services Analyst | . Additionally
Admini strator in November 2023.
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Consulting Se

l nvest ment Consultant
Meketa I nvestment Group, Il nc.
Cliffwater, LLC

Actuary
Cheiron, | nc.
Segal Consulting

Auditor

UHY LLP

Master Custodian
Northern Trust Corporation

El ectronic Systems Services
Merced County I nformation Systems

Legal Counsel
Hanson Bridgett LLP
Merced County Counsel

Nossaman LLP

Ted Cabr al

Medi cal Advi sor
Nati onal Disability Evalwuations, | nc

Commi ssi on Recapture Brokers
ConvergEx Group

Capital I nstitutional Services, Il nc
Pl ease refer to the I nvestment Section of this repor
79 and 80 and the Schedules of Investment Fees | ocat
Additionally, pl ease refer to Other Supplementary I
Consultants on page 57
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Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

Board of Retirement
Merced County Employees’ Retirement Association
Merced, California

Opinion

We have audited the accompanying financial statements of the Merced County Employees’ Retirement
Association (MercedCERA), a component unit of the County of Merced, which comprise the statement
of fiduciary net position and statement of changes in fiduciary net position, as of and for the year ended
June 30, 2023, and the related notes to the financial statements, which collectively comprise
MercedCERA'’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
fiduciary net position of MercedCERA, as of June 30, 2023, and the respective changes in its fiduciary
net position for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

We have also audited the Schedule of Cost Sharing Employer Allocations and the total for all entities of
the columns titled net pension liability, total deferred outflows of resources, total deferred inflows of
resources, and total pension expense excluding that attributable to employer-paid member contributions
(specified column totals) included in the Schedule of Employer Pension Amounts Allocated by Cost
Sharing Plan, as of and for the fiscal year ended June 30, 2023, and the related notes. These schedules
are listed as other information in the table of contents.

In our opinion, the schedules referred to above present fairly, in all material respects, the employer
allocations and the totals for all entities of the columns titled net pension liability, total deferred outflows
of resources, total deferred inflows of resources, and total pension expense excluding that attributable to
employer-paid member contributions as of and for fiscal year ended June 30, 2023, in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
and the Schedules section of our report. We are required to be independent of MercedCERA and to meet
our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

UHY-US.com | An independent member of UHY International

MercedCERA 2023 Annual
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Report on Prior Year Financial Statements

The financial statements of MercedCERA as of June 30, 2022 were audited by other auditors whose
report dated December 16, 2022 expressed an unmodified opinion on those statements. In our opinion,
the comparative information presented herein as of and for the year ended June 30, 2022, is consistent,
in all material respects, with the audited financial statements from which it has been derived.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements and the
schedules in accordance with accounting principles generally accepted in the United States of America,
and for the design, implementation, and maintenance of internal control relevant to the preparation and
fair presentation of the financial statements and the schedules that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements and the schedules, management is required to evaluate whether
there are conditions or events, considered in the aggregate, that raise substantial doubt about
MercedCERA'’s ability to continue as a going concern for twelve months beyond the financial statement
date, including any currently known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements and the Schedules

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole,
the Schedule of Cost Sharing Employer Allocations and the specified column totals in the Schedule of
Employer Pension Amounts Allocated by Cost Sharing Plan are free from material misstatement, whether
due to fraud or error, and to issue an auditor’s report that includes our opinions. Reasonable assurance
is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit
conducted in accordance with GAAS and Government Auditing Standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is
a substantial likelihood that, individually or in the aggregate, they would influence the judgment made by
a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
¢ Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of MercedCERA'’s internal control. Accordingly, no such opinion is
expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

MercedCERA 2023 Annual
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e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the MercedCERA’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and the schedules of changes in net pension liability and related ratios, employer
contributions and investment returns and related notes, as listed in the table of contents, be presented to
supplement the basic financial statements. Such information is the responsibility of management and,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Supplemental Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The schedules of administrative expenses, investment expenses and payments to consultants are
presented for purposes of additional analysis and are not a required part of the financial statements. Such
information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the financial statements. The information has
been subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with GAAS. In our opinion, the information is
fairly stated in all material respects in relation to the financial statements as a whole.

Other Information included in the Annual Comprehensive Financial Report

Management is responsible for the other information included in the Annual Comprehensive Financial
Report. The other information comprises of the introductory, investment, actuarial and statistical sections,
but does not include the basic financial statements and our auditor’s report thereon. Our opinion on the
basic financial statements does not cover the other information, and we do not express an opinion or any
form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
basic financial statements, or the other information otherwise appears to be materially misstated. If,
based on the work performed, we conclude that an uncorrected material misstatement of the other
information exists, we are required to describe it in our report.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 15,
2023, on our consideration of the MercedCERA'’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the result of that testing and not to provide an opinion on the
effectiveness of the MercedCERA'’s internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards in
considering MercedCERA's internal control over financial reporting and compliance.

l({/y Iy,

Columbia, Maryland
December 15, 2023

MercedCERA 2023 Annual

Comprkkhens




tEimpd me/rete sAs
n

on and A

We are pleased to provide this overview and analys
Empl odRedd r ement Association (MercedCERA or the Assoc
202 2. We encourage readers to consider the informati
information furnished in the Letter of Transmittal a

Financi al Hi ghlights
1T At the close of the fiscal®& yfeiadudiuamrey 3ret 20®s3i,t iMenr

totaled $1.135 billion. Al of t he fiduci®arongroétn
obligations to plan participants and their benefici
§ During fiscal yea® f2i0R2Bci aMeyr credtCERAs i1 ti on restrict
million. This change mostly reflects an increase ir
1 Merced®&ERANding objectitveer m sbetnorefmeetobllomagti ons th
i nvest ment i ncome. As of June &80, ad3022actubei @dlat &
Merced®&ERANnded ratio was 69. 6 %. I n general, this i

Mer cedCERA has approximately $0.696 of assets avail

T Additions, as reflected in the Béoaitttimemt swerfe Chhty
fiscal year ended June 30, 2023. These additions i

million, i nvest ment i ncome of $13.2 million, ot her
invest ments of $73.3 million, and investment expens
9 Deductions, as reflected in the Statements of Chai
million to $94.9 million in the current fiscal y €@
primarily due to benefits paid.
Overview of the Financi al Statement s
The following discussion and analysis are intended t
of the key components within the financi al Setatiement

of FiduciaryamNeét3tiRaetseinmteinotns of Changes in Fiduciary Ne

Thgt atements of Fi duaxcriearay sheatp shhowogi toiformccount bal ance

indicate the assets available for future payment to
assets and I|liabilities represents the fiduciary net
priorernycealral ances for comparative purposes.

Thgt atements of Changes imrbhividei ar wi Bewt oPosheionrr
deductions from the Association that caused the chan
Mer ced&ERANnanci al statements are in compliance with
United States of America (GAAP) and reporting guidel
Board (GASB) 2t8at &8mMent40Nos4.4, 51, 5FTheé68d8,pbdnodadcemder
certain disclosures, and also require that defined b
using the full accrual met hod of accounting. Mer ced
pronouncement s.

These financi al statements rem@orfti nnannfcoirama td cotni vaibtoiuets
the statements include all/l assets and liabiliti&s u:¢

additions are recognized when earned and deductions
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is received or pai d. I nvest ment gains or | osses ar e
addition, both realized and wunrealized gains and | 0c¢
their wuseful i ves.

The information report@dfiegaiadarygnkleéer podCERAN rest
considered to be a goo®& me asamrce adf pdesrndce dQERDOver tin

AssocBatnieoth position is one indi &atfoirnamfci whethkear t hh
deteriorating. Ot her factors, however, suchnats paweis
liability, should also be colsioddeerread |li memdasdhuri ng th
ThHotes to Basic Fimarciaaml i 8tegeménpart of the fina
information that is essential to a full understandin
I n addition to the financial statement s and accomp
suppl ement ary iRmefgari maetdi oShu.p pTlTheeme nit mec lyud end otrlhmat $ owme d u |
Net Pensi on Liability and Rel at ed Rati os, Schedul e
l nvest ment Returns. The Schedules of Changes in Ne
changes in tdthet empheyensliability. The Schedules of
information about actuari al determined contributions
Schedules of I nvestment Returns represent the invest
from the investment funds. Toget hNot,est htee eRasghiedaid e S
I nformptowinde information to help pr omotfa dwncd earrsyt anned

relation to the total 6agdrusilo rnc olnita b ibluittiy,n se mmldoQiteines s t
Suppl ement alr &Sgrhedaidtesi nf or mati ondcopeerni ogysd@dmnclad D

Fi n &t lhye,r I nfoomat sobe of two scGlesB | Rtsa tpeemet nic rthoau.gn t 6 S
Financi al RepofanndmkeoadmPernsiobdbn GASHhEt dt womesrcthedal e 2
Schedul e of Empl oyer Pension Amounts Allocated by C
Empl oyer Al l ocations. Under GASB Statement No. 68,
Liability on their balance sheets and changes in Net
expenses, deferred inflows of resources, and deferre
Financial Analysi s

As previously noted, the Net Position may s&r vd nane
position. At the close of the iasattyeaxcdaded 3i0t, s
billion. All of the Net Posi®@iongosngvabl abati d6nps mee
their Dbeneficiaries. As of Jund330bi2028n,twai dlkti P
than the prior year . This result essentially refle
regardless of the increase in benefits and administr
Merced®&EMAnagement believes that the Association re
MercedCERA to meet its future obligations to partici
the -tengn performance of the fund, dependent on a s
management, and strategic planning.
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Merced@®ERA duci ary Net Position
For Fi scal Years Ended June 30, 2023 and 2022:

|l ncr ea

2023 2022 (Decr e

Amount
Current and Other Asse $11,14 $11, 40 ObPHpPDP -H @ H::
Il nvest ments at Fair Va 1,123,% 1,052, ¢ PT MZMC c byi:
Capital Assets/Prepaid 1,150 1,401 OPHpPM -MT ®di:
Total Assets 1,135,¢ 1,065, ¢ PtTnzct c dciz
Total Liabilities 758, 776, obmMT. -H @ H::
Fiduciary Net Positio$1l,135, $1, 064, PtnXcr c iz

For Fi scal Years Ended June 30, 2022 and 2021;:

Il ncr ea
2022 2021 (Decr e

Amount
Current and Ot her Asse $11, 40 $10, 59 $806, T ®ci:
l nvest ments at Fair Va 1,052,¢ 1,151,737 (%$99, 3! -y dcilz
Capital Assets/ Prepaid 1,401 1,607 ($206 -MH @y
Total Assets 1,065, 1,163, ¢ (%$98, 7! Wy dpia
Total Liabilities 776, 714, $61, y ®ciz
Fiduciary Net Positio$l,064, $1, 163, (%98, 8: y ©pitz
The decrease in current an2023 hfeirsaaslseysarduirs nmo ¢ thley
decrease itoveemwxalr.yeldhre increase in t-20283 fisseals yeaa
primarily to the increase in the fair value of i nve
June 30, 2023 fiscal vyear is mostly due toeerhdavi ng a
Reserves
Reserves are not required, nor recogni zed, under GAA
Fiduciary Net Position, but they equate to, and are
Pensions and are ®&i opéeravi Vlps et€EERBIEERAr e establis
and accumul ation of investment income after satisfyli
including Government al Accounting StaRkRdandsi 8loaRépd
Pensi oni nPleasntsment s are statedcatstf aiamdvdlavue wvatl wer i tn
of unrealized gains and | osses in the current period
account called the Fair Value Fluctuation Reserve.
million in the current fiscal year mostly as a resul
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MercedGBGEMREserves
For Fi scal Years Ended June 30, 2023, 202 2, and 2021

Acti ve KRamsberrwse $122, 6. $117, 1. $114, 579, €
Empl oyer Advance 395, 46 336, 05 291,069, 6
Retired oResbkeewve 230, 54 259, 83 275, 755, 8
Il nterest Fl uctua 141, 01 133, 98 141,008, 1
Fair Value Fluct 245, 44 217, 40 340, 840, 5
Total Reserves a $1, 135, $1, 064, $1,163, 253

Merced@®ERALtI Vities

Financi al mar kets performed better compared to the p
year increase of $70&86 Nmitl IPioen timnMédrmnned OERAase of 6
key el ement of this increase was an increase in the

Additions to Fiduciary Net Position
The reserves needed to finance retirement benefits
empl oyer and employee contributions and through ear

expenses). Additions to the fiduciary net position
million. Overall, additions for the fiscal year incr
primarily due to appreciation i-ovgrbaer .fain ViafRoO&I12 0¥
additions totaled $(9.4) million, which was02d .ddnrcea

in employer and member egeeant rndmitn alnlsy yceoanrt ri buted t
Il nvest ment Section of this report provides a more de
performance for the current fiscal year.

For Fi scal Years Ended June 30, 2023 and 2022:

Il ncreas
2023 2022 (Decr ea
Amount
Member Contri bul $13, 44 $12, 12 $1, 32 10. 9%
Empl oyer Contr il 68, 64 65, 62 3,018 4. 6%
Net I nvestment | 83,141 (87,11 170, 53 195. 8%
Total Addition $165, 5 $(9, 36 $174, 8 1,868. 0%
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For Fi scal Years Ended June 30, 2022 and 2021:

2022 2021 (Decrea

Amount
Member Contri bu $12, 12 $11, 89 $229, 1. 93%
Empl oyer Contri 65, 62 64,51 1,117 1. 73 %
Net I nvestment (87,11 253, 46 (340, 51 -134. 37%
Total Addition $(9, 36 $329,8 $(339, 2 -102. 84 %

Deductions from Fiduciary Net Position

MercedCERA was created to provide I|ifetime retiremen
benefits to qualified members and their beneficiarie
payment s, as designated by the plan; refunds of con
administering the Association. Effective for the 201
(12937 Act) I imits administration costs to t l&e agcrceraute
actuari al liability or $2 million, as adjusted annu
(COLA). The 1937 Act also allows for some expenses t
for investment, actuarial, custodi al banking, |l egal
year toOda®edidn while 202Ri slea@lucyeanmns2®»taled $89.5
from the previous year. The increase in deductions ¢
5. 4 %.
For Fi scal Years Ended June 30, 2023 and 2022
Il ncreas
2023 2022 (Decrea
Amount
Benefits Paid $90, 58 $85, 91 $ 4, 6" 5. 4%
Refunds of Col 1,262 896, 366, 40. 9%
Admi ni strati v 2,789 2,522 267, 10. 6%
Actuari al Exp 232, 120, 111, 92. 9%
Total Deduct $94,87 $89, 45 $ 5, 4: 6. 1%
Fi scal Years Ended June : 2022 and 2021:
2022 2021 (Decrea Chang
Amount
Benefits Paid $85, $82, $3,07 3.71%
Refunds of Cor 896, 977, (81, -8.32%
Admi ni strati ve 2,522 2, 4914 28, ! 1. 14%
Actuarial Expe 120, 126, (6,! -5.16%
Total Deducti $89, 45 $86, 43 $3,01 3. 49%

MercedCERA 2023 Annual Comprzhens



tEimpd me/rete sAs
n

on and A

Change in Fiduciary Net Position

As of June 30, 2023, Fiduciary Net P®s%otii nocnr eianscer eians ¢
Net Position over the previous fiscal year . This inc
investments. As of June 30, 2022, Fi duciary Net Posi
in Fiduciary Net Position over the previous fiscal y
fair value of investments.

Merced@®ERFA duci ary Responsibilities

Mer ced&EBAard of Retirement and management are fidu

California Constit@tiacms,et sheanudss doei auseod excl usi vel
participants and their beneficiaries.

Requests for I nformation

This financi al report i s d@esBoganredd otfo Roertoivriednee nMe r cietds
invest ment managers, creditors, and otshefrisnawictihmla cogea
to demonstrate accountability for the funds MercedCE
the information provided in this report, or requests
Merced Count yoREmMpl ewyweas Associati on

Attn: Fi scal Operations

3199 M Street

Merced, CA 95348

T: 209.726.2724

F: 209.726.3637

Respectfully Submitted,

N

Mar k A. Har man, MB A
Fi scal Manager
Decemb®r023
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Fiduciary Net Position
2023 and 2022
Asset s
Cash antesmorhvest ments
Cash invested with Merced $542, $962,r632
Cash invested with Norther 6, 7314 5,405,400
Ot her cash and cash equi va 358, 1, 6 06h e0r2n0
Total cast eamd ialverstt me 7,635 7,974,052
Recei vabl es
Bond interest 275, 594,819
Contributions 3,148 2,748, 334
Di stributions 78, 66, 780
Ot her 6, 6 16, 543
Tot al receivabl es 3,508 3,426, 476
l nvest ment s
u. S. government and agency 2,5 39,370,729
Domestic fixed i ncome 152,01 163, 748, 458
Common stock (domestic) 28,60 24,197, 364

Common stock (index funds) 237,13 211,862,277
Common stock (internationa 210,79 184, 743,517

Real estate 83, 85 91,666, 608
Alternative investments 411,13 336,826, 066
Tot al i nvest ment s 1,123,%t 1,052,415, 01
Prepaid expenses 111, 119, 533
angiZ:t?i‘rg’aiggts: Net of $&2c dAumuy 1.038 1,281i,0f1539f
Tot al Assets 1,135, ¢ 1,065,216, 83
Liabilities
Accounts payable 655, 682, 234
Securities purchased 17, ¢ 8,451
Uncl ai med contributions 85, - 85, 403
Total Liabilities 758, 776, 088

Fiduci aRosiNBeE®ihricted for Pen $1, 135, $1,064, 440, 7.

The accompanying notes are an integral part of these basic
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of Changes in Fi '

year s

scal

Addi ti ons

Contributions

Pl an member s $13, 44 $12, 124,583
Empl oyer 68, 64 65,629, 9914
Tot al contributions 82, 09 77, 754,577
l nvest ment income from investn
Net appreciation / (deprec 73,27 (94,85Qﬁ|§f8j
I nvest ment s
l nvest ment i ncome 13, 24 10,671, 989
Ot her i ncome 50 57, 231
Less investment expenses (3,09 (2,994, 233)
Total net investment in 83,41 (87,115, 891
Total Additions 165,51 (9,361, 314)
Deductions
Benefits paid 90, 58 85,912,580
Refunds of contributions 1,262 896,116
Admi ni strative expenses 2,789 2,522,797
Actuari al expenses 232, 120, 292
Tot al Deductions 94, 87 89,451, 785
Net I ncrease/ (Decrease) 70, 64 (98,813, 099
Fi duci ary Net Position Restric
Beginning of year 1,064, ¢ 1,163,253, 84
End of year $1, 135, $1,064, 440, 7 ¢
accompanying notes are an integral part of these basi
MercedCERA 2023 Annual Comprzhens
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Not ePLAN DESCRI PTI ON

AGener al I nformati on

The Merced CoudRtey i Emmemyedédssoci ation (MercedCERA or
1, 1950, under and subject to the | egislative author
County Employees Reti 04®&adt)T.hAec t Asosfo cli9a3t7i o(nt hweas v ot er
than 2/ 3 majority of the electorate of Merced County

Security on January 1, 1956. Me mb e Btsi md o phtei 0Ars stoa i cac
new Association or remain in the previous systmgmoyMe
defined benefit pension ®laoti(vbeemP®planyer s Meare edlC& RA
Court s, Mer ced Cemetery District, and t&heanmieualedf iC
statements are in&l|l bdednthat heefounsyas a pension tr
The management of the Association is vested in a Boa

and two alternates:

1.County Treasurer

2. Two elected gener al me mber s

3.Four members appointed by the County Board of Supert
4. 0ne elected retired member and one alternate

5.0ne elected safety member and one alternate

Dayalay management of MercedCERA is vested in a Pl an
the direction, of the Board.

Mer ced CERA, with its own governing board, is an inde
the County and derives its authority from Californ
California Constitution.

BMember ship

Pl an members are classified as either Gener al or Saf
day of service. Members include al/|l per manent empl o)
pa#tti me positions within Merced County, Mer ced Super
County Law Library. Newly hired persons age 60 and o
Association.

Al'l employees hired prior to June dMOBevéb9mhanmnagemembe
prior to December 31, 2012 per Amendment-8t9g @dudretcy i &
2000 are Tier . The Tier I retirement benefit is |
age to retire is 50 or any age with 30 years of ser

member s ar e elriegiilrleeameffidirvdppssgtadj ust ments ( COLA) .

The County Board of Supervisors adopted a new retire

me mber s hired after June 13, 19914 and al | ot her Sa
members under Ti er I are based on 3 years-rfeitmalema
COLAs. The minimum age to retire is 55 for General

50 for Safety members or any age with 20 years of se

The County Board of Supervisors adopted two more ti

MercedCERA 2023 Annual Comprzéhens
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Members hired between October 1, 2012 and December
State of California approved Assembly Bill (AB) 340,
New members defined by the new | egislation and hired
IV benefits are based on 3 years findaltavemage COL A
[ I the minimum age to retire is 55 for Gener al me n
Safety members or any age with 20 years of service
Gener al members with 5 years of service credit and 5
Member ship Structure on June 30, 2023 was as foll ows
General Ti Safety T
Active Members | |1 |1 I V | I 11 IV Tot al
Vested 28 54 49 44 5 125 72 1,265
No+wested - 1 1 74! - - - 96 843
Il nactive Members
Deferred vested 30 24 40 92 2 45 3 7 465
Deferrec¢csnaen 3 61 9 54 - 7 1 64 693
Reciprocity 3 72 1 18 2 18 - 3 117
Uncl ai med membel 2 11 - - - - - - 13

Tot al active and .
member s 66 93.1001,8 9 191 9 24. 3,396

Retired Member s

Service retiremel, 1 59! 7 17 181 49 - 2 2,029
Beneficiaries 19. 31 - 52 1 - 278
Service connect ¢ 30 22 - - 56 32 - - 140
No+service conne 25 13 1 1 1 1 - - 4 2
Survivor s 11 6 - - 4 2 - - 23
Tot al retired me 1, 4 67 8 18 29' 85 - 2 2,512
Member ship Structure on June 30, 2022 was as foll ows
Active Member s | || |1 IV | I 11 1V Tot al
Vested 37 6158 40! 4 14 5 65 1,326
No+twvest ed - 5 1 71: 1 - 111 829
l nactive Member s
Deferred vested 37 23.30 61 1 43 3 3 412
Deferredcsned 2 64 9 4 4! - 7 1 57 585
Reci procity 13 11 - 10 3 30 - 2 175
Uncl ai med membe] 3 14 - - - - - - 17
Tot al active and .
S e 92 1, 981, 6 9 22 9 23 3,344
Retired Members
Service retiremell1l8 54 7 10 18 36 - 2 1,975
Beneficiaries 19 27 - - 49 1 - 275
Service connect ¢ 30 20 - - 59 32 - - 141
Noiservice conne 27 14 1 1 2 1 - - 4 6
Survivors 14 7 - - 5 2 - - 28
Tot al retired me 1, 4 61. 8 11 30. 72 - 2 2,465

MercedCERA 2023 Annual Comprz%hens




e Coun tOye tEimrpd me/rete sAssoci ati on
S o Basic Financial Statements (conti
202

3 and 2022

d
t
30,

CBeneflit Provisions

9 Safety members and General Tier | members with 10
age of 50 are eligible to receive a |ifetime mont hl

1 Gener al members with 10 years of service who have
eligible to receive a |ifetime benefit.

§ Safety members with 20 years of service, regardl es
benefits for Tiers |, 1, and |11

1 Gener al members with 30 years of service, regardl e
benefits for Tiers |, 1, and |11

i Members who are at | east 70 years of age are eligidl

¢ Tier IV Safety members are eligible for retirement

T Tier 1V General members are eligible for retirement

1 The service retirement benefit i s a percentage of
depending on age at retirement and tier.

T For members integrated with Soci al Security, the b
the first $350 of the monthly final average salary
applicable to Tier 4 members).

1 The actual benefit paid will also be affected by ¢t

The County Board of Supervisors adopted Government C

Gener al me mber s, Tier I and Tier [ I except Mer ced
deferred or in inactive reciprocity status prior to
Section 31664.1 for al | Safety member s, Ti er | and T
for Superior Court of California and County member s
31676.1 for Gener al member s, Ti er [ I on October 1,
me mber s, Ti er [ I on October 1, 201 2. The County ad

on January 1, 2013.
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The following chart demonstrates the percentage of F
per year of service at different ages.

Percentage of Final Average Salary for Each
Tier | Tier |1

Retiremen- Gener al Safety Gener a Safety

50 2.00% 3.00% - 3.00%

55 2.50% 3.00% 2.50% 3.00%

6 0+ 3.00% 3.00% 3.00% 3.00%
Tier |11 Tier |V

Retiremen- Gener al Safety Gener a Safety

50 - 2. 00% - 2. 00%

55 1.49% 2.62% 1.30% 2.50%

57 1.64% 2.62% 1.50% 2. 70%

65 2.43% 2.62% 2.30% 2. 70%

67+ 2.43% 2.62% 2.50% 2. 70%

Percentage of [ Average Salary for Each

Di strict, Deferred, and I nactive Reciprocal

Tier | Tier 11

Retiremen- Gener al Safety Gener a Safety

50 1.24% 2. 00% - 2. 00%

55 1.67% 2.62% 1. 49% 2.62%

60 2.18% 2.62% 1.92% 2.62%

65+ 2.61% 2.62% 2.43% 2.62%

(1) Retirement Options

Under t hedFicwed eBoemulrament , a me mbUnrmomadail @ doencatn cte h e
provides the maxi mum all owance to the member for | if
eligible spouse or eligible registered domestic pal
designated as beneficiary. No all owance, however, s |
unl ess he or she is married to the member or has bee
to the date of retirement. In the event of the deat
the r&®@tcorteri butions, |l ess retirement all owances r ec:¢
Opti onThle member may el ect to receive a slightly re€
t hroughout t heir i fe, with the provision that upon
annuity payments received by the retiree wildl be p

beneficiaries may be changed after retirement.

Opti onThz member receives a considerably reduced mon
that 100% o Wereefriett iwielel continue® tode dteh ptao da abi¢ eef i

the time of retirement. Al payments stop at the dea
Opti omMh® member receives a reduced monthly retiremen
ret®r denef it wi || continue &t odebaet hpaiod aaflteerre ftihce amer
retirement. As in Option 2, all payments stop at the

Opti onTh4e member receives a reduced monthly retiremer
t he medmbage and the agdgse boefnetfieci memlhers) . This is
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mul tiple beneficiaries. A beneficiary does not hav
i nsurable interdastliifne.t hTehi me nobpetri on al so all ows t he
continuance to each beneficiary. This option and&any
actuary and the cost is paid by the member.

(2) -Glosvi ng Adj ust ment

Annual COLAs to retirement all owances may be grant
governing |l aw. The current maximum increase in a ret
on the change in the @&wmesaumeof Pralker | dtdetxi tCiPdyg f or
calendar year prior to the April 1 effective date o
maxi mum is accumul ated. Accumul ated COLA® wmagcbet ucm
the -cHstving change is | ess than the maxi mum 3 %. Ti e
cool i ving increases in their monthly retirement all o
(3) Disability Benefits

Members with five years of ser vi eseer vriecgea rcdolnensesc t oefd adg

Member banefilt®$% (1.8% for Safety members) of final
benefit does not equal 1/ 3 of final average salary,
average salary for the years that would have been ¢
Safety members). The total benefit cannot exceed 1/ 3
I f the disability iIis service connected, the member n
50% of final average salary, unl ess the member i s a

member receives the greater of the two amounts.

(4) Death Benefit Before Retirement

I n addition to thed&r etonntnmi dfutit bes mpmber interest,, Me
benefit payabl® benéehecmampeor es®astel agyafotoeaok m
service under the Associ@tiaoeyabasedl anyt hbufdsmatar ye

epending on |l ength of service, a monthly allowance
the rest of his or her |life as an alternate benefit.
| f a member dies while el i gtishelrevifcer coermwicd e dr ati isradm
receive 60% of the allowance that the member would
death in |Iieu of the basic death benefit. I f the me
death, the surviving spousé& ma)y uenud att etdo closmmd v é btulh é om
time as the member would have attained the qualifyin
exercise the option above. Unmarried minor <children
all owance until marri age-tomeatsttaidreinng iangenl&c(cZ e difte
of the surviving spouse or in place of the spouse if

| f a member dies asonmerce eul ti ngfur gyerovi cdda sease ari sit
empl oyment , his or her surviving spouse may elect, |
all owance of 12 fafnatlhe ompmeherati on.
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Unmarried minor children of the member may receive t
attaining agetilme (S2tludenta ifruldn accredited school ) i
death of the spouse.

(5) Death Benefit After Retirement

Once a member dies after retirement, a | ump sum amc
adopted May 2, 2006) is paid to the beneficiary or e
not eligible for this benefit,; this benefit i s pay.

MercedCERA employer at the time of retirement.

I f the retiremecnotn nweacst efdord i ssearbviildd vy, 100% of the amo
ti me of death is continued to the surviving spouse
connected disability, there are several options avai

(6) Terminated Members

A member | eaving covered employment after completing
deferred retirement all owance, provided the member |
not withdraw his or her accumul ated contributions. A
terminati on. Members | eaving employment with | ess t
retirement -bentddt meWNobear s (1l ess than five years of s
on deposit and continue to be credited interest or
ti me. -VAesntoend member t hat enters a reciprocal retire
empl oyment with a MercedCERA agency may wish to arr
arrangement, the member funds are kept on deposit wi

(7yesting
Active members of t he Association receive a 100% ve:c

cannot receive a service retirement benefit unt il t !
and obtained age fifty for Tier | General me mb efrisv,e T
for Ti er 1 and Tier [ 11 Gener al me mber s. Member s 1
member of the Association for 30 years for Gener al n
age. Tier IV members can receive a service retireme
age -fwbtfyor Gener al members and age fifty for Safety

(8) Contribution Rates

The 1937 Act establishes the basic obligations for e
actual empl oyer and member contribution rates in eff
an independent actuary and adopted by the Board.

Benefits payable by the Association are financed thr

Merced County, Merced Cemetery District, Merced Supe
from investments.
a. Member

Mer cedCERA members are required to contribute a pe
are set to provide a retirement amount that iog ddqu
yedsal ary, based on membership and tier. Gover nme
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nor mal rates of ¢
forth the basis
provides that t h
rthday at the time of entrance i
in the rates of contribution f
n rates are based on entry age
and range between 3.86% and
fiscal year ended June 30,
are reduced by 1/3 of such

nation of t he
tion 31639.5 sets
The |l aw further

the deter mi
Code Sec
me mber s.
arest
be inclu
tribu
r mal C
. 416 Qo
ntribu

l arvy.

b . Pl an
Coun Mer ced, Mer ced
required by
Mer ced CERA
Pursuant t o
by the County

ataicamuary.

Superior
statute to
me mber s not
provisions of
Board of

o ®

e
b
c
r t he
o}
S

o~ -
&t

The
requ
unf u
t hir
2023

contri
basi s

ned
ongoing

empilacye@mas i ally deter mi
ired on a sustained,

nded actuari al accrued liability
ty year . aMdrucaed GHRA deter mi ned

and 2022 were,res5pe3wiardy46.0351%Bnnual

I n order to determine the ADC, t he
such as the following:

Nomconomic assumptions

[ The probabilities
1. -WNeosnt ed and
2. Retirement
3. Mortality
4 . Servi-cer winde nomonnect ed
[ The mortality rates to be
Economic assumptions
[ Rate of future i
1. I nflation
2. Real rat e
[ The relative
separation from active
1. Merit increases
2. Longevity increases
3. COLA
contribution rates vary
rat e of return on i nvest ment s,
Empl oyer Contributions for t he
Suppl ementary I nformation foll owi

of member s
vested withdr awal
for service

nvest ment earni
rat e

of return

ngs

service

Empl oyer
and
pensi on
ng the
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from year
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Not e®SZUMMARY OF SI GNI FI CANT ACCOUNTI NG POLI CI ES
AReporting Entity

While the Association is governed by the Board and |
uni t of the County in accordance with Government al /
Determining Whether Certain OdbganAmanhdment Aok GABPBOS
and GASB StatkEiméwme¢i Noy R8dt i vities.

BBasis of Accounting

Mer ced&ERANnanci al statements are prepared on an accr
when earned awllenextplerensedl i gation is incurred. Empl «
recognized when due, pursuant to statutoFynancliafgaRe
for PensdAm ~ARheamédment of GASB ISt vad :tmmerrtt Nionc o2mbe i s r
when earned Retirement benefits and refunds are rec
with the benefit ter ms. The net appreciation (depr
and unrealized gains and | osses on those investments
Clnvest ment ExXpenses

l nvest ment expenses i nclude fees pai d for i nvest me
securities custodian services, and rebate and bank
charged agains® tmheesSAdsnenitateiaomi ngs pursuant to Sect
DGeneral Administrative Expense

Merced®&ER®Ami ni strative costs for the fiscal years en
to Government Code Section 31580.2 (a) which provide
may not exceed the gr eanteerhuonfdreidtththesr o(fl1)l tpwencteynt (.

l'iability of the Association or (2) two million doll
annual COLA computed in accordance with Article 16.5
expenditures for computer softwar e, hardwar e, and co
computer products shall not be considered a cost of
i mit per this Government Code Section allowed Merc
administrative costs for the fiscal year ended June
total administ§Fatis&enRaOB LY, T&bBepectively. I ncluded in
technol ogy rel ated activities, i ncl us$i7Tesd , BdP a$s6s408c, i 4
respectively. The costs of administering the Plan ar
ERequired Supplementary I nformation

The Schedul es of the Changes i n Net Pension Liabil
Contributions that provide & ndromunalt i oontarbioludt itchre teany
annual i nvestment r et urbms tarreo upgrhe sbednt ed on pages

FAdministrative-ABlund qetstarmd i Nen Proj ecti on

MercedCERA prepares an administrative budget, govert
subjected by the same section to a budget aad/micnaips.t rAa
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projection, which expenses are governed by Gover nme
Mer ced&ERAdgets and projections are on a fiscal -yea
administrative expenditures are not subject to the
Projections are subject to change periodi@&@alAdymi nABtL T
Board Meetings on a monthly and quarterly basis.

GCapital Asset s

Capital assets are carried at cost, net of accumul at
than $5, 000 and an estimated wusef ul |l ife i n excess
using thei®seraieghhtod over the =estimated usef ul i v
depreciation is recog+Hiszeerdvilcaes eddatiwep oonf ptlhaec easset . E
depreciated over ei@hpewseans. aMemioedCERAIi on system (
over t en yleiavw esd B winlgdi ng i mprovement s ar e depreci e

depreciated over thirty vyears.

Mer cedCERA $rle @8r8t, &880 and $1, 281,753 in capital ass
includes accumul ated depreciation of $2,413,926 and
for | and held ky tolie JAsT®0&i0at i2®®3 and 2022, which i s

Schedul e of Capital Assets
For the fiscal year ended June 30,
HistorNEt Ba‘ReclassifReclassif Less B 2 " C ©
Cost at Jun & Additi & Del eti Depreci B 3 ©
2022 2023
Capital Adeetrecima
Land $499, $499, $ = $ - $ = $499, 098
Capital Assets, d:
CPAS Software 2,408 581, - - 240, 341,159
Buil di ng 313, 88, - - 10, ¢ 78, 287
Of fice Furniture 134, 27, ¢ 27, ¢ - 9,9 45, 346
Buil ding | mprovem 97, ¢ 83, ¢ = = 9, 3 74,690
Total s $3,45. $1, 28 $27, $ - $270, $1,038, 58

MercedCERA 2023 Annual Compr3tens
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Histor’:lett JI?Ja:]‘Recl assifRecl assi f Less l\;ett Jiileagcoe

Cost 2021 & Additi & Del eti Depreci 2022
Capital Agleetre.cimc
Land $499, $499, $ - $ - $ - $499,0098
Capital Assets, d¢
CPAS Software 2,408 822, - - 240, 581,977
Buil ding 313, 99, ¢ - - 10, ¢ 88,726
Of fice Furniture ¢ 113, 17, ¢ 16, ¢ - 6, 1 27,956
Buil ding | mpr oveme 97, ¢ 54, 1 39, ¢ 2,4 7, 6 83, 996
Totals $3, 431 $1,49: $56, $2, ¢ $265, $1,281,753
HMet hods Used to Value I nvestments
Il nvest ments are reported at fair value in the acco
deposited in the Me®dBcepdoloustgtatedsaterf air v@&l peol
shares is determined on an amortized cost basis, whi
The fair value of fixed income and equity investmen
recognized securities exchanges on the | ast busines
reported sales and for unlisted securities, fair wval
GASB St atemdmti rNd/al 12, Mebsuoupeamertf $ ective for financ
beginning after June 15, 2015 Thi s statement enha
governments by requiring measur ement of certain ass:ée
more detailed definition of fair value and accepted
value application guidance and related disclosures i
about the impact of fair val@ef measuair@imemadsi oinom. gov
The real estate investment hol di ngs are determined
techniques and assumptions, which are updated annual
appraisals incorporate subjective judgments and cons
rates cash fl ows, and other factors that are not ob
The fair value of alternative investments (private e
based on t @nmeosparrtencee st financi al statements for t he
Merced®& ERAt ernative investments are determined by th
reflect thdedowmresnteirwhi s about the assumptions that
the investments The assumptions are based on the b
mi ght include & hewmadanar siiihp remad nahgerofatMerec eidnO
determined by the partnerships based on quoted mar ke
Management, in consultation with the investment ad

MercedCERA 2023 Annual Compr3hens
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procedures used to calculate fair valwue for real est

lSecurities Transactions and Rel ated I nvest ment |l ncol

ctions are accounted for on a trad:
me  idsi vri edceongdn idzaetde .o nSttohcek edx vi de S
not affect the total val ue of e
ry Net Position, either t a
ealized and unrealized ga d

STt 50

n

t
he ne
i ns a

n of basic financi al statements in cor
tes of America requires management to
ts and disclosures. Accordingly, actua

Not @CASH AND | NVESTMENTS

Alnvest ment Stewardship

The Board has exclusive control over al|l i nvest ment
i nvest ment objectives, strategi es and policies. Pu
Government Code Sections 31594 and 31595, the Board
deems prudent
(1) I nvestment Policy
The Board has adopted
whi ch provides t he f Target Alloca
management of &MeirgedctE June 30 2023
The l nvest ment pol jAsset Clas:"_ .4 2022
Mer_ced&:ERAnvest_men_t Obpomestic E. 22 o
defines the principal l I : rd, t he
custodian bank, and thE[E)ev_etope 11% er s.
The asset pabhod¢ast iamn i n qul y
the Investment Policy Emerging M 8 % t o
provide an optimum and Eauity asset
cl asses wi t h return e Private Eq¢ 15% 1tisfy
expected l'iabilities, Direct Len: 5 % risk
exposure._ Mer cedCERA Real Estat 8 % '
external i nvest ment ma | . i ts
asset s subj ect t o the:)ggngﬁqé'c F 11 % t he
l nvest ment Policy. To® t _ 1CERA
adopted asset allocaticOPportunis- S % 1he 30,
2023 and 2022. Hedge Fund: 10 %
Real Asset. 5%
100%

MercedCERA 2023 Annual Compr3&hens
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For the fiscal years ended June 30,wei0®Bt each dr altue e
on Merc&dOBERA st mie Ba¥s d6w e specti vel wei heedonaye
expresses i1 nvestment perfor mance, net of i nvestm
actually invested.

BCash andefmoitnhvest ments

Cash and cash equi vatlemmsi tweistimantosf hsehodr tby t he Me
Merced®& ERAst odi an bank, Northern Trust. Cash and cas
short maturity. Cash and cash equivalents are record
( I1Mer ced County Treasury
Cash from deposits and the cash needed for daily
with other County funds The Merced County Trece
regulatory oversight of the pool .
I nterest on funds in the Merced County investment
dai ly bal ance. A deposit in the pool ed account
AssocBatciash i nvested with the Me542dahTBHEIN, tH3 20ruenae
30, 2023 and 2022, respectively. Cash andsd i moelsta
described in &eAmrcrewdalCo@ompr ehensi ve Financi al Rep:

(29hoTeérm I nvestment Funds and Funds Pooled with No

The stheorrmt i nvest ment funds that are in the custod
is invest-edrmnolslhiogati ons and deposits, includin
corporate bonds, commerci al paper, repurchase |
acceptances, time deposits, and floating rate not
Al l participants in the Northern Trust pool pr op ¢
pool ed accounts approximate fair vtaelrume.i nAite sk umeent
$7,092, 7,60 laln,dd 2B pectively, which is the total o
other cash and cash equivalents with Northern Tru
Mer ced®&ERAs h atnedr ns hiorvtest ments stated at fair val
as foll ows:

. X Y« oan » t t | Fair Value |
as an eShmritnvest ment s 2023 2022

Cash invested with Merced Cc $542, $962, 632

Cash invested with Northern 6, 734 5,405, 400

Ot her cash and cash equival e 358, 1,606, T2Q st
Tot al castt eamd i ;mlvaerstt ment s $7,63¢ $7,974, 052

MercedCERA 2023 Annual Compr3%hens
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CFair Value Measurements

Fair Value is defined as the price that would be re
orderly transaction between market participants at

amounts of investments that are measured at fair val
Merced&ERAtIi vities, GASB Statement No. 72 establishe
hi erarchy has three | evels. Level 1 inputs are quote
or | iabilities. Level 2 inputs are inputs, other tha
the asset or liability, either directly or indirect/l
l nputs used to measure fair value might fal/l in diff
the hierarchy is based on the | owest | evel input tha
Equity securities are generally valued based on quc
categorized in Level 1. I n the absence of quoted

infrequently or not at all, wvaluations are based on
managers and generally categorized in Level 3.

Fixed income securities classified in Level 2 are v,
independent pricinmarvteyndwersdorTsheudediadvariety of met
that incorporate relevant observable market data to
would pay for a security wunder current mar ket condi !
based on quoted prices in an active mar ket and are t
sources are not availabl e, debt securities are price
the investment manager and are categorized in Level
' imited partnerships, and similar vehicles are categ
Funds priced using a net asset val ue (NAV) t hat i s
observable activity are categorized in Level 1. | f

represents an exit value of the security at the mea
l nvest ment s i n nongovernment al entities that are m
alternative investments and real estate investment s,
share (or its equivalent) was <calculated in a mann
Boa& dmeasurement principles for investment companies
in Level 3.

I nvest ments in real estate, other than in mutual fL
publicly traded and categorized in Level 1, have bee
as provided by the gener al partner . This type incl uc
funds structured as private | imited partnerships. Tl
Distributions from each fund wil/l be received as t he
expected that the underlying assets of the funds wil
MercedCERA is contracted with Clif&waedge ELGdt pontbéE
the appropriate risk and return characteristics. S
mar ket ri sk (Il ow beta), equity mar ket downsi de pro
strategies such as shorting, arbitrage, currencies a
expected returns that outperform bonds, reasonabl e

MercedCERA 2023 Annual Compr&hens
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returns on stocks and generate alpha of 4% net of f
portfolio of the following strategies: mar ket ne-utr a
strategy. The fair values of the investments in thes
its equivalent) of the investments, as provided by t
restrictions-upipetriuddeagahdtkr gate provisions, whi ch
after capital is initially invested, or subject to |
redemption dat e.

Direct Lending includes seven funds structured as |
mar ket companies. The fair values of the investments
share (or its equivalents) of the investment as prov
I nfrastructure includes ei ght funds structured as
infrastructure investments. The fair values of the i
NAV per share (or its equivalents) of the investment
Natur al resources include nine funds structured as |
partnership interests, di rect asset i nvest ment s, WO r
mining and metals companies and companies within the
engaged in the exploration and production of oil an
and marketing, power generation, renewabl e energy, a
the investments in these types has been determined
i nvest ment as provided by the general partner.

The private equity -fpoourt ffodn dbs isterl wadtewsr gddrasy | i mi t ed i
strategies including buyout s, venture <capital/ growt
categories as distressed debt (debt instruments of ¢
t hat are financially distressed and are either in b
secondary, royalties, etc. The fair values of the in
per share (or its equivalent) of the investment as |
term. Distributions wild/l be received as the underl yi

rol |l irynegarl5peri od.

MercedCERA 2023 Annual Compr4&hens
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The Plan has the following recurring fair value meas

Quoted P

ActiveMSlgn|f|c Signi fi

Il nvest ments by Fair Value June 30, Observa Unobserv

for |l de

Assets | I nputs (| !l nputs (

Common Stock

Domestic $28,60 $ - $ - $28,608, 415
Domestic I ndex Funds 237,13 - - 237,131,866
I nternational 210,79 - - 210,796,922
Domestic Fixed | ncome

Asset Backed Securities 134, - 134, -

Coll ateralized Mortgage Ob 126, - 126, -

US Government and Agency O 2,5 - 2,5 -

Commi ngl ed Funds 91, 68 - - 91, 685,391
Mut ual Funds 36, 01" 36,01 -

Li mited Partnerships 24,05 - - 24,058,274
Real Estate 16,50 16,50 - -
Total Investments by Fair Vv $645, 0! $52,51 $26 3, $592, 280, 868
I nvest ments Measured at the

Real Estate $67, 34

Al ternative I nvestments

Direct Lending 45, 96

Hedge Funds 145,20

I nfrastructure 29,59

Natural Resources 22,01

Private Equity 155, 16

Proxy Fund 13,19

Total Alternative I nvestmen $411, 1:

Total Investments Measured $478, 4:

Total I nvestments Measured 1,123, ¢

Il nvest ments Measured at thdg June 30, NROetdiecmeptpi

Real Estate* $67, 34 39, 45 See fo See footnote
Al ternative I nvestments

Direct Lending 45, 96 55,65 N/ . N/ A
Hedge Funds?** 145,20 - Var Vari es

I nfrastructure 29,59 8,378 N/ . N/ A
Natural Resources 22,01 24,82 N/ . N/ A
Private Equity 155,16 106, 05 N/ . N/ A
Proxy Fund 13,19 - Dai T-2

Total I nvestments Measured $478, 4 234,37

*UBS Trumbull Fund redemption is given by a pro-dmytaosliacgpafr dlREdYaawhilcabie BolLediesblr asmen
notice due before 1PM Eastern Time on Date of trade (T) owdk¢mdad sprtiVvaementP datredof T+1. The re:
**The eleven hedge funds that were funded as of June 30, 2023, have varying |lockup periods anft

MercedCERA 2023 Annual Compré&hens
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The Plan has the following recurring fair value meas

Quoted P
Active M

Significd Signi fi

Il nvest ments by Fair Value June 30, Observa Unobseryv

for I de

Assets ( Il nputs (| I nputs (

Common Stock

Domestic $24, 19 $ - $ - $24, 197,364
Domestic I ndex Funds 211, 86 - - 211,862,277
I nternational 184, 74 - - 184, 743,517
US Government and Agency Ob

US Treasury and TIPS 15,93 - 15, 93 -

US Government Agency Obl i gi 23, 43 - 23, 43 -
Domestic Fixed | ncome

Asset Backed Securities 6,372 - 6,372 -

Coll ateralized Mortgage Obl 148, - 148, -
Commerci al Mort gage Backed 558, - 558, -
Corporate and Other Credit 30, 70: - 30, 70: -

Mut ual Funds 104, 08 104, 08 - =
Limited Partnerships 21, 88 - - 21,882, 208
Real Estate 22,30 22,30 - -
Total I nvestments by Fair Vv $646, 2. $126, 3¢ $77,15 $442,685, 366
Invest ments Measured at the

Real Estate $ 69, 3

Al ternative I nvestments

Direct Lending 14, 26

Hedge Funds 123, 80

Infrastructure 24,93

Natur al Resources 14, 11!

Private Equity 139, 88

Proxy Fund 19, 81"

Total Alternative Investmen $336, 8:

Tot al Il nvest ments Measured $406, 1!

Total I nvestments Measured at$1Fa0i52,V4all5u,e01land NAV

I nvest ments Measured at g June

Real Estate?* $69, $33, See See footnote
Al ternative I nvestments

Direct Lending 14, 26 36, 09 N/ . N/ A
Hedge Funds?** 123,80 - Var Varies
Infrastructure 24,93 13,76 N/ . N/ A
Natural Resources 14,11 25, 18. N/ . N/ A
Private Equity 139, 88 83, 46 N/ . N/ A
Proxy Fund 19,81 - Dai T-2

Total I nvestments Measured $406, 1! $192, 1

*UBS Trumbul | Fund redemption is given by a pro-dnytaodshargpair diiBEd ¥ aawhilcablie folLediesbdr asmet
notice due before 1PM Eastern Time on Date of trade (T) owde¢ hdead spititVaementP dlhuredof T+1. The r ¢
**The ten hedge funds that were funded as of June 30, 2022, have varying |ockup periods and r

MercedCERA 2023 Annual Compr&diens
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DCommi ssion Recapture Policy
I n order to minimize the net cost of trading, dMesrtce
ef fobdsi s, to execut e 25% to 35% of tot al trades ar
recapture progr@mpolMecicesi CER®Q Ui re i nvestment manager
on all trades. This means that commi ssion recapture
this standard. I f an i nvtehset merna d ematnhargoed g lic alheni esxeeilcGBE ReA
brokerage fir ms, whil e not i ncurring any incremental
would I i ke the manager to do so. This program shsoul d

incentive to reduce trading costs.

EReal Estate and Alternative I nvestments

The balance of the unf undderde aclapea sttadt et oa nMle racletdeCrEnRaAt | v
2023 was $234,371,980 and 1a9s2, 483 JQarpd t a0, i BOR2t evdh S
partnerships is subject to a relatively high degree
assumption that the investor wildl be rewarded awvi $ b/ |
returnofoffCoacmée roll ing risk in the private equity port
returns. Mer cedCERA controls risk by diversifying 1t
l'iquidity, vintage year, firm, and ti me.

Geographic and ecefhemiré¢ ngegboobhhe selection of privat
not favor particular economic or geographic regions.

Liquidiity mam&kged by minimizing the possibility of 1
maxi mum exposure | imits or |l owering asset all ocatio
mi ni mizes this risk.

x

Vintage vyreafrerrsi stko the variability of private equity
t hat is a vehicle in the special situation subcl ass
further minimizing vintage ri sk.

Firmirsi stkhe amount of exposure to a private equity ge
equity is 5% to 20% of the total fund. There are no

Ti me mefskrs to the | ong duration of the investment, |
and managerial developments that may have a signific

FCustodi al Credit Ri s k

The custodi al credit ri sk for deposits is the risk
institution, a government will not be able to recove
that are in the possession of an outside party. The
event of the failure of the counterparty to a transa
investment or coll ateral securities that are in the
for mal policy for custodial credit risk. At June 30,
exposed to custodi al credit risk.

MercedCERA 2023 Annual Compré&hens
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GCredi t Ri sk Concentration

Concentration of <credit ri sk is the ri sk &ofi nlvoessst metnt
single issuer. As of June 30, 2023 and 2022, t he A
i nvestments or fiduciary net position. I nvest ments i
i nvest ment s i n mut ual funds, external i nvest ment p
Merced®& ERAvest ment policy does not allow for an inve
the value of a portfolio and no single industry (b
( NAI CS) codes) can represent more than 15% of t he

security and single industry restrictions do not apj
i nvestments in mutual funds, external i nvest ment poo

HCredi t Ri sk

Credit risk is the risk that an issuer or other cour
described by nationally recognized statistical rat.i
financi al statement s. An investment grade security i
grade (BBB or higher) by at |l east one (but preferabl
Fitch Rati@&,gsandModtdaynd&.ar e r&c@EbOERA fi xed income port
more than 5% of an & nfviexseedneinn c omaen agent f ol i o be inve
rated securities (BB or B rated bonds). No securit.y
Securities that have at | east a single B, but subseq
manner. The majority of investments that made up this
liquidated in November of 2022 and subsequently inv
Brandywine, and Payden & Rygel. The remaining balanc
being held to maturity by MercedCERA at its custodia

existed at June 30, 202 3.8 Twhoer kfoauitr pvoarltufeo lafo Meorrc etdhGeE
2022 as reported by Barrow Hanley, was $337,979.

The table bel ow @ ecsreendist tdwealMotoydyr ati ngs of fixed i
2022:

----mn---

Percent of

F 4 0
as of June 3 0.0€0.0t0.0¢0.0C0.000% 01t 0.050. 0i99. 84 %
Percent of F . i - - 0
as of June 3 2.2°0.6!'6.3(7.470.2600010.040.0 9.9.772.97%
*NR represents those securities that are not rated and inchHwdes
credit rating agenci es, but are perceived to have an implicit gu
**NA represents those securities that are.not applicable to the

IL.nterest Rate Ri sk

I nterest rate risk is the risk that changes in inter
Mer ced®&ERAvest ment Policy Statement does not have a
a means of managing its exposure to fair value | os
Mer ced&ERAN portfolios ar e managed durati on neutr

Aggregate Bond Index and t-3eamshrycelaary sl nllS cGosv.er n ment

MercedCERA 2023 Annual Compr4&Hhens
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As of June 30, 2023 and 320@2&2ql thaes Merédadr Coahtuge
$1, 657, 2009r,e8s6pecti vel y, and a weibdlRRaned 86dags age e mpé
MercedCERA's cash balance at the county is part of t
in fixed income assets.

As of June 30, 2023 and 2022, thetaemgihnveaestamentaggo on
Northern ZIZddags. was

The following table presents the fair value, weighte
Merced®&ERAxed income investments June 30, 2023

Wei ght Modi fi ed Dur a

Government age t 0.02
Commer ci al mort gage 126, 1. 27
Asset backed securi 134, 0.05
Commi ngl ed Funds 91, 68 60. 3 6. 36
Mutual funds 36, 01 23.6 4.25
Limited partnershig 24,05, 15. 8 4. 31

Total Fair Valu $152, 0: 100.
Portfolio Effective 2.05
The following table presents the fair val ue, weighte
Merced®&ERAXxed income investments June 30, 2022
2022 2022

Government age $23, 6.15
Commerci al mortgage 558, 0. 2 0. 08
Asset backed securi 6, 372 3.1 1.87
U.S. Treasury and -~ 15, 93 7.8 8.61
Corporate and ot her 30,70 15.1 8.14
Coll ateralized mort 148, 0.0 1.35
Mutual funds 104, 08 51. 2 3.85
Limited partnershig 21, 88 10. 7 3.90

Total Fair Valu $203, 1. 100.
Portfolio Effective 6. 56

MercedCERA 2023 Annual Compr4&ftens
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JEoreign Currency

Foreign currency risk is the risk that changes in
i nvest ment or a deposit. Assets in international e
ordinary shares and American Depdsitttaaty &Rreecelpd s ¢$ &
term,-ghadé fixed income securities may be purchased
denominated in foreign currenci®s cmayodiealpuswdaped:
empl oyed. I nternational equity portfolios wildl inves
underl ying benchmar ks. Emerging market equity portf
mar ket capitalizations. Firms wild/ continually monit
associated with their i nternational and emerging me
mana@emquarterly reports and performance attribution
with the stated derivative policy, is an acceptahbl
hedging activities, the firms must adequately demon:
Board.
The following table represents securities and divi de
2023 and 2022:

Currency Fair Value (

Euro $18,30 $15,586, 882

KDerivatives

Merced&ERAvest ment policy permits the use of derivat
investments to adverse fluctuations in financi al an
does not use derivatives for specul ative use or t o
i nstrument s mu st be con®i ovenmntal wi i mhveMer oedtCERAI i cy
mana@erspecific investment guidelines. Any other der
explicit authorization of the Board. Mer cedCERA does

St at ement No . 53 as of June 30, 2023 and 2022.

Not e®RESERVES

As required by the 18 3@FolAicady,antdhet hfeolBoocawidng r eser ve.
Pensions have been establi shéd mpb odgaarao urndt ofnckere s bh e i
MercedCERA maintains the following reserves at June

AActi ve KRasberrvwse s

These reserves represent the cumulative contribution
contributions and rel ated earnings. Deductions i nc
retirement, t he member contributions plus interest c
to the RetifRedeMember s

BEmpl over Advance Reserves

These reserves represent the cumulative contribution
t o current active me mber s. Addi ti ons i nclude contr

MercedCERA 2023 Annual Compré&hens
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Deductions include trandResasrvve drme IRemp redm Meaendbtehl sb e
CRetired oMembewrves
These reserves are established upon the retirement
earnings credited to the employee accodBesemnvesttransh
Me mb®Reser ves. I n addition, t he present val ue of t h
transferred from the Employer AdvoiReser Reser Fesmt oheh
Association pays the retiree pension benefits in an
Dlnterest Fluctuation Reserve
This reserve is used for interest crediting purpose
Board as a reserve for future interest earnings def
interest is credited to speci-dnredalrleyseawesr dil@ngdi ertrteesrie
crediting policy.
EFair Value Fluctuation Reserve
The Board established this designation account on Ju
value of the MercedCERA assets.
FContingency Reserve
This reserve is comprised of surplus/ excess earnings
reserve against deficiencies i n i nvest ment earning
contingencies. As of June 30, 2012, the Contingency
to the Interest Fluctuation Reserve. The Contingency
of assets only in years when the fair market value o
A summary of the wvarious reserve account s, which coi
June 30, 2023 and 2022, is as foll ows:

2023 2022

Active Members' $122,6:z $117, 153,891

Empl oyer Advance 395, 46 336,057, 437
Retired Members' 230, 54 259,831, 255
Il nterest Fl uct ue 141, 01 133,988, 380
Fair Value Fluct 245, 44 217, 409, 782
Tot al Reserves $1, 135, $1, 064, 440, 745

MercedCERA 2023 Annual Compr4&thens
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Not eNET PENSI ON LI ABILITY OF PARTICIPATI NG EMPLOYERS

Mer cedCERA engages on an annual basi s, an independen
its annual actuarial wvalwuation.

AActuarial Assumptions

The actuari al assumptions used in the June 30, 2027

experience study for the period July 1, 2019 througl
are based on the fair value of assets as of June 30,

June 30, 2022, using update proc@&ddregsatl oyrall efndr w
There were no significant events between the valuat:.
procedures only included the addition of service co0s
The components ©0Nett hRre nesmipdmo yleirasbi | ity were as foll ows

FYE June 3 FYE June 3

Total Pension Liability $1,565, $1,530, 082, 398
Less: Plan Fiduciary Net 1,135,0 1,064,440, 745
Net Pension Liability 430, 61 $465,641, 653
Fiduciary Net Position a ) I
Pension Liability 72.5 69'57{0}%
The Tot al Pension Liabilities as of June 30, 2023 a
2022 and June 30, 2021 actuari al val uati ons, roll ed
using the following actuari al assumptions applied to
ACTUARI AL VALUATI ON ASSUMPTI ONS
Valuati on Date June 30, 2022 June 30, 2021
Il nvest ment Rat (6. 75% 6. 75%
Projected Salai2. 75%, plhlhassesdcrrvdt2. 75%, plluss esdkrrvdtces
Attributed to 12.75% 2.75%
For Tier |, 100% For Tier |, 100%0 of CPI
CosotfLi vi ng Adjuannually with ban annually with banking,
be 2. 40% annually to be 2.40% annual ly
Pogtetirement mortality rates for the June 30, 2022 v

on the 1.05 times the Cal PERS 2021 Healthy Annuitant
times the 2010 Public Safety Below Median Mortalidt
generational basis for mortality i mprovements fr-om ¢
2020 projection scale.

Pogtetirement mortality rates for the June 30, 2021 v
on the Cal PERS RP2009 tables and, for Heal t hy Saf et
Medi an Mortality Tabl e for Heal t hy Retirees, both

i mprovements from a base year of -2009 psopgcthenSsesca

MercedCERA 2023 Annual Compr&%hens
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BLoRrTger m Expected Rate of Return

Lontgerm capital mar ket expectations are derived thro
gualitative methodologies. The fidsyetarstfepeicastbefpro
identified using -ppepdi éuadamenbhlbamoaodel| s t hat consi
asset <cl ass rsyetaur nesx.pefcheattioms serve as ttheer npr iymearnyt \
expectati oynesar Trwethiuryn expectati ons aryee afrorenxepde chiyatd an

asset class with the observed historical returns for
-year returns2@)i. eTheytianal 14dtep is a review by the
gualitative adjustments are necessary. Return assumrg
underlying asset class weightings, using nominal rat
Best estimates of geometric real rates of return f

all ocation as of June 30, 2023 and June 30, 2022 are

LonBer m Expected Real Rate of Retu
FYE June 30, FYE June 30, 2022

US Equity 6. 1% 4.6%

I nternational Equi t" 7. 2% 5. 3%

Emerging Markets EQ! 7. 4% 6. 2%

Private Equity 8. 1% 7. 4%

Real Estate 5. 2% 5.2%

Domestic Fixed I nco 2. 1% 0. 2%

Opportunistic Credi!H 4. 6% 2. 0%

Direct Lending 5. 7% 4. 9%

Hedge Funds 3.5% 2. 2%

I nfrastructure 5. 2% 5. 1%

Natur al Resources 7.2% 6. 3%

Cash 0. 3% 1. 1%
CDiscount Rate
The discount rate used to measure the Tot al Pensi on
The projection of cash flows used to determine the
member s wi l |l be made at the current contribution ra
made at <contractually required rates, actuariall®& de
fiduciary net position was projected to be avail abl e
pl an members. Thteagrerhoegxpedthed |romtge of return on pens
al | periods of projected benefit payments to deter mi

MercedCERA 2023 Annual Comprzhens
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DSensitivity of the Net Pension Liability to Changes
The following table presents the net pension | iabil
6. 75% for 2023 and 2028&, nas welhlsi @ whatbhitit he yPlwaomul d
di scount rate that is one percentage point | ower and

1% Decrdq Current 1% | ncr e
(5. 75% (6. 75% (7. 75%)

2023 Net Pensi $621,51¢ $430, 61 $271,587,674

1% Decrq Current 1% | ncr e
(5. 75% (6. 75% (7. 75%)

2022 Net Pensi $654,83: $465, 641 $308, 446, 353

Not edL6 TI GATI ON
Mer cedCERA has no existing |itigation through the fi

Not @STUBSEQUENT EVENTS

Mer cedCERA has evaluated subsequent events through L
statements were available to be issued. There were
would require disclosure in the financial statements

MercedCERA 2023 Annual Compr®hens
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Schedul es of Changes in Net Pension Liab
For the Years Ended June 30 (continued

Tot al Pension Liabildi 2023 2022 2021 2020 2019
Service cost (MOY) $27,810,32861 98 $25,78 $26, 26 $22,794, 2
I nterest (includes i1 101, 154,%8677 96, 76 93,58 92,452, 0!
Changes of benefit t« - - - - -
E;L‘;f:g:ggs between ¢ 415 472,411661 10,33 7,534 1,249,07
Changes of assumpti ol 11,965,038 - 32,84 20, 71 -
Eq:”mte";'rtcgﬁi’:"fghtsi'o:];“ (91,848 ,(BH8)80 (83,81 (79,66 (74,810,6
Net changes in total $35, 609 .,$8%96 29 $81,91 $68, 43 $41,684, 7
Tot al p e n siibceng i lninabnighi 1, 530, 082 4®28 7 1,410, € 1,342,¢« 1,300, 753,
Tot al pensiiecndilnigabi I'i $1, 565, 642 5894 $1, 492, $1, 410, $1, 342, 438
Fiduciary net positi
Contri Bmembess $13, 445 $8%27 12 $11,89 $10, 79 $10, 695, 6
Contri Bempboygers 68, 648, GG 62 64,51 67,41 66, 586, 41
Net investment i ncom¢ 83,417,482, 11 253, 46 57,23 39,728, 9.
iz”mg';:rtcgii’:"fghtsi'o'ng' (91,848 (BH§)B0 (83,81 (79,66 (74,810,686
Admi ni strative expen: (3,021, 927)6 4. (2, 62, (2, 46 (2,351, 1¢
Net change in fiduci: $70, 6408 (6HD, 8. $243,4: $53, 31 $39,849, 3
Fi duci ary fnbeetg ipnonsiintgi « 1, 064, 44Q0,1685 2z 919,81 866, 50 826, 653, 9
Fiduciary fineentdipnogsi ti ¢« $1, 135, %81 ,0%&%5 $1, 163, $919,8. $866, 503,
Net pensimendimadil ity $430, 61468696 $329,5:. $491, 0! $475, 935,
f;?;f'?;ﬁs?ig :OIOZ'bT:: 72.50% 69.5 77.9 65. 1 64.550%
Covered payroll $150, 39,1421 7t $137,2: $135,6. $131, 365,
'C\'gf/efggsl)ggrloifb"'“ 286.33%326. 240. 362, 362.30%
I nformation for this table was provided by Cheiron, I|Inc.

MercedCERA 2023 Annual Compr®hens
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Schedul es of Changes in Net Pension Liab
For the Years Ended June 30 (cont.

Tot al Pension Liabil:i 2018 2017 2016 2015 2014
Service cost ( MOY) $22,172,$5194 51 $19,38 $19,67 $19, 384, 4
Interest (includes ir 89,402, B3B3 98 86, 32 84,20 81, 090, 5¢
Changes of benefit te - - - - -
5;;;‘::2:225 et WEen G 2,914, 189,881 (5,48: (12,38 -
Changes of assumptior 15,960, B3%9 90 - - -
Eq:”mte)‘;'rtcgﬁi’:"fghtsi'o:];” (70,720,(®BB0)90 (65,08 (62,95 (58,042,0
Net changes in total $59, 729 ,$56M3 61 $35,13 $28,54 $42, 432,09
Tot al e n siibcerg i Ininabnigl i 1, 241, 0214 ,188¢ ¢ 1, 136, 21, 107,77 1,065, 298,
Total pensiiesndilnigabi I'i $1, 300, %53 ,2%33 $1, 171, $1,136, $1, 107,731
Fiduciary net positic
Contri Bmembess $10, 441,89638 $9, 04 $8, 94 $9,642, 8
Contri Bempboygers 64, 757, 6808 314 56, 61 52,00 48,032, 3:
Net investment i ncome 70, 689, B84 09 (388, 19, 31 96, 219, 0!
ig?ngfe:rtcgf“i’:"ieghfi'o'ngc (70, 720,(51B0)90 (65,08 (62,95 (58,042,0
Admi ni strative expens:t (2,283, 3eg)17: (2, 49: (2, 32 (1,547, 3
Net change in fiducize $72,884,$882 75 $(2,30 $14, 099 $94,304, 8
Fi duci ar y fnbeetg ipnonsiintgi c 753, 769,63y0D8 01 672,31 657, 32 563,020, 0
Fiduciary fineentdipnogsi ti ¢ $826, 653,7%5B0 7 $670, 0. $672, 3. $657, 324, ¢
Net pensifendimdpil ity $474, 09 B 48B6/3 2! $501, 3¢ $463, 9! $450, 406, !
f;?:f'zgﬁsrgg :OIOZ'bT:I( 63.55% 60.7 57.1 59. 1 59.34%
Covered payroll $126, 705,19m®2 6: $114, 3! $110,1: $110, 259,
lc:lg;[/ef:gSipZ;rlo:Iabilit) 374.17%407. 438. 421. 408.50%
I nformation for this table was provided by Cheiron, |I|Inc.
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Schedules of Employer Contributions

The schedul es of empl oyer contributions show whet he
consistent with an actuari al met hod of funding the
established by GASB Statement No. 67.

Schedul es of
Last 10 Fiscal Year s

Dol |l ar Amounts in

| 2023 2022 2021 2019

Actuarially Deter min $68, , $67 $66, 586
Contributions in Rel

Determined Contribut 68,6 65,6 64,5 $67, 66,586
Contribution Deficie $ - $ - $ - $ - $ =
Covered Payroll $150, $142, 137, $135, $131, 366
contributions as a 6 45. 9 47.0  49.7 50. 69 %
— 2018 2017 2016 2015| 2014
Actuarially Deter min $64, , $52, $48, 032
Contributions in Rel

Determined Contribut 64,7 60,3 56,6 52,0 48,032
Contribution Deficie $ - $ - $ - $ - $ -
Covered Payroll $126, $119, $114, $110, $110, 259
Contributions as a P

Payrol |l 51.1 50. 4 49 . 4 47 . 2 43.56%
Schedules of I nvestment Returns

The moreeyhted rate of return is equival emteitgdhttelde ria
return incorporates the size and timing of cash fl ow

Schedul es of |l nvest ment Ret urns

Fi scal Years ended June 30
2021 20242202|1202|1 20120132011 201|201| 2014

o,
=
o

S5 S

®—=s>
X >3®®d® S
o< ~*—5

® D cCcQC
= I 77 B B i o)
mf—r:t—b—
® 3"

()
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Not @CHANGES OF BENEFI T TERMS
There were no changes in benefit terms for the fisca
Not @®@CHANGES OF ASSUMPTI ONS AND METHODS
Changes to assumptions were adopted by the Board at
assumed rate of return was updated to 6. 75%.
Not ed BETHODS AND ASSUMPTI ONS USED I N CALCULATI ONS O
CONTRI BUTI ONS
Actuarial Valuation Methods and Assumptions

| 2023 | 2022 | 2021 | 2020 | 20109
Valuati on Dat June 30 June 30 June 30, June 30 June 30} 20
Effective Dat June 30 June 30 June 30. June 30 June 30 20
Aot was o al Coe Ekrotrrn¥a I‘ Ekrotrrn¥a I‘ E;Potrrn¥a I/ E;Fotrrn¥a Il E;Potrrn¥a IA 9°
Asset Valuati Fair Vi Fair Vi Fair Ve Fair Vi Fair Value
é?%;};fﬁgion 24 24 24 24 24
Di scount Rate 6. 75% 7.00% 7.00% 7.25% 7.25%
Price I nflati 2.50% 2.50% 2.50% 2.50% 2.50%
Salary I ncrea 2. 75% 2. 75% 2. 75% 2. 75% 2. 75%
CosotfLi vi ng Ad 2.50% 2.50% 2.50% 2.50% 2. 50%
Mortality?**?* See Not See Not See Not See Not See Notes

| 2018 | 2017 | 2016 | 2015 | 2014
Valuati on Dat June 30 June 30 June 30, June 30 June 30} 20
Effective Dat June 30 June 30 June 30, June 30 June 30| 20
Actuari al Cos ENnotrrn%/all ENnotrrn%/aI‘ ENnotrrn%/aI/ ENnotrrrr?all ENnotrrr'r%,aIA\g ©
Asset Valuati Fair Vi Fair Vi Fair Ve Fair ViActuari al Ve
Q?%;}Lfg;ion 24 2 4 24 16 17
Di scount Rate 7.25% 7. 75% 7. 75% 7. 75% 7. 75%
Price I nflati 2.50% 3.00% 3.00% 3.75% 3.75%
Salary I ncrea 2. 75% 3.00% 3.00% 3.75% 3.75%
CosotfLi vi ng Ad. 2. 50% 2. 60% 2. 60% 2. 70% 2. 70%
Mortality?**?* See Not See Not See Not See Not See Nofes
* Closed Period as a |l evel percentage of payroll method used for alll ye
** | ncludes merit component based on years of service.
*** As of 2019 valwuation Cal PERS 200-20WwbBt phprbopeateonmpromemasesyaplpl pfn
Basis Gende20@GDsCombitn®® Mortality used for all valuation years shlown p

MercedCERA 2023
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Schedul es of Admi ni strative

For the Fiscal Years Ended Jun
2023 2022

Personnel Services:
Sal aries, wages and benef $1, 45 $1,217,531
Of fice Expenses:
Communi cati ons 7,0 6, 177
Requested maintenance |/ L 85, ! 70, 46141 ocat i
Of fice supplies 16, - 17,548
Postage 18, ! 18, 139

Tot al Of fi ce Expenses 128, 112, 328
Professional Services:
Audit fees 47 , . 68, 799
Attorney fees 248, 334, 033
Publications / | egal not i 4,0 3,510
Software, technology, anc 482, 404, W8 &es

Total Professional Se 782, 811, 128
Mi scell aneous Expenses:
Member shi ps 6, 2 5,435
Board el ection expenses 8,5 -
Fiduciary meeting 8, 0 9, 500
Fiduciary and staff trave 34, 6, 008
Il nsurance 99, : 95, 796
Depreciation expense 270, 265,071

Total Miscellaneous E: 426, 381, 810
Total Administrative Expe $2, 78 $2,522,797

MercedCERA 2023 Annual Compr®éhens
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Schedules (continued)

l nvest ment Expe

ns
For i Years Ended June 30

l nvest ment 6fmaesager s 2023 2022

Domestic equities

Mel | on Capital Management 220, 427,769

I nternational equities

Acadi an Asset Management 112, 128, 234
Dri ehaus Asset Management 105, 127, 706
Tot al international equities 218, 255,940

Al ternative investments

GSO 321, 213,321
GTCR - 92, 455
KKR 181, 63,092
SSgA 40, : 80, 480

Taconic Capital 77, ¢ 51,650
Total alternative investments 620, 500, 998

Real estate

UBS Globrbwarhbul | Property Managem 241, 277,539
Taconic Capital 169, 127,875
Tot al Real Estat e 410, 405, 414

Fixed income

Barrow Hanl ey 65, @ 226, 669
Brandywine 57, ¢ -

Wel | i ngt on 31, ¢ -

Tot al Fi xed | ncome 154, 226, 669
Total invest dieerets manager s 1,624 1,816, 79(

Ot her investment expenses

Custodi an 139, 112, 319

Il nvest ment counsel 420, 378,864

l nvest ment consultant 623, 623, 000

Mi scell aneous investment expensc 291, 63,260
Total other investment expense 1,475 1, 177, 44:
Total fees and other invest me $3,009 $2,994,23

MercedCERA 2023 Annual Compr®hens
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ental Schedules (continued)

Schedules of Payments to Con

For the Fiscal Years Ended June
2023 2022
Il nvest ment professional service
Custodi akFNsretrivercresTrust, BNY Me $139, $112, 319
| nvest me n-tNocsocsuannsaenl, LLP 420, 378, 864
Actuar i adChseeirrvoinc,e sl nc . and Sega 232, 120, 292
Tot al invest ment professional $792, $611, 475
Admi ni strative professional ser
Audit sBrownedr mstrong Account $47, $68, TM@C
Legal services 248, 334, 033
Ot her specialized services 4,0 3,510
Software and information syste 482, 404, 786
Total administrative professi $782, $811, 128
*MercedCERA continues to receive investment from

MercedCERA 2023 Annual Comprz&hens
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of Cost Shar.i

ng
Fi scal Year En

Empl
ed J

d

20228023
Amortizat.
of Pensi o

Empl oyer
Empl oyer
Percentage

Payrol |
County of Merced $49, 20 94 . 4481 %
Merced Superior 2,851 5.4800%
Merced Cemetery 19, ! 0. 0384 %
Merced County La 17, - 0. 0335%
Tot al $52, 009 100. 0000%
The accompanying notes are an integral part of this schedul e.
Not e: I nformati on compiled from GASB 67/ 68 Report prepared by

MercedCERA 2023 Annual Comprzdhens
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to Ot her |l nf ormati on

A. Basis of Presentation and Basis of Accounting
Empl oyers participating i n Mer cedCERA are required
statements for fiscal periods beginning on or after

Accounting and Financiah Rempondméemig ocdbrGREBsbSbasement
Mer ced&E&®RAt uary prepares the GASB Statement No. 67 a

30, 2023 measurement date for Empl oyer Reporting as
principles generally accepted in the United States

based on i nformati on provided by Mer ced CERA. Thi s

financi al reporting related to MercedCERA that empl o
B. Use of Estimates in the Preparation of These Sche
The preparation of these schedules in conformity wit
States of America requires management to make esti ma
di scl osures. However, actual results could differ fr
C. Amortization of Deferred Outflows and Deferred In
The net di fference between projected and actual i n
amortized over 5 -lyienaer sb adsni s& hsQwrasi ghetcogni zed i n pens
the measurement period and the remaining net differe
on pension plan investments at June 30, 2023 is to b
The difference between expected and actual experienc
empl oyer contributions and proportionate share of c
expected remaining service l i ves of al | empl oyees

determined as of the beginning of the related measu
pension expense based on thikaypwatancbubhibtkbetol esetth m
The average expected remaining service |ives deter mi
are described bel ow:

Average Expected Remaining Service Lives
2023 2022 2021 2020 2019 2018 2017 2016 2015 2014

4 4 4 4 4 4 4 4 4 4

The Schedule of Cost Sharing Employer Allocations an
by Cost Sharing Plan do not include contributions t
defined in GASB Statement No. 68 Paragraphs 54, 55,
responsibility of the employers.

MercedCERA 2023 Annual Compr@&hens
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2175 NW Raleigh Street 503.226.1050
{ | 5 Suite 300A Meketa.com
Portland, OR 97210
I CELEBRATING A MILESTONE | YEARS
MEMORANDUM
TO: MercedCERA Board and Staff

FROM: Paola Nealon, Mika Malone, Inwoo Hwang (Meketa Investment Group)
DATE: October 26,2023
RE: Letter from Investment Consultant

This letter reviews the investment performance of the Merced County Employees’ Retirement
Association (MercedCERA) for the fiscal year ending June 30, 2023.

MercedCERA's stated mission is to provide benefits to its members, to manage assets prudently in
accordance with plan provisions and to provide competent and efficient services to our members.
Meketa Investment Group, MercedCERA's general consultant, works in concert with Cliffwater,
MercedCERA's alternative investments consultant, to provide guidance to the Board
(the Association’s fiduciary), and assist the Board with performance evaluation, asset allocation,
manager selection, and other industry best practices.

Rates of return are represented using a time weighted rate of return methodology based upon market values.

Fiscal 2023 Year in Review

We began fiscal year 2023 with positive performance across global markets, especially in the
US. Investor optimism at the time was driven by a decline in inflation measures, as the CPI ticked down
from 9.1% to 8.5% and came in below expectations.! This led to longer-dated yields falling as investors
reconsidered economic growth prospects and the possibility that yields had reached their peak for this
economic cycle. Shorter dated yields rose on near-term monetary policy actions and messaging that
policy officials intended to remain aggressive in fighting inflation pressures into early 2023.

It was also at the start of July 2022, when we first saw an inversion in the US vyield curve. The yield
spread between two-year and ten-year Treasuries, finished July at -0.23%." Inversions in the yield curve
have historically signaled building recessionary pressures.

The Federal Reserve raised interest rates by an additional 75 basis points' in July 2022, and again by
the same amount in September. The European Central Bank also notably started increasing rates,
moving off 0% They increased rates by 50 basis points in July 2022, followed by a surprise
75 basis point increase in September.

Federal Reserve messaging about policy going forward, combined with outsized interest rate hikes due
to the slow rate of decline in inflation and a strong labor market resulted in significant equity market
declinesin both August and September 2022. The September CPI release showed prices thatincreased
8.2% over the trailing twelve months, which was lower than the peak of 9.1%2 but still above the pace of
market expectations at the time. The US bond market (Bloomberg Aggregate) declined in the first
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fiscal quarter (-45%!) as did the US Equity Market (Russell 3000), which returned -3.2% fiscal
year-to-date through September.

The second quarter of fiscal year 2023 started very strong for developed market equities, on returned
signs that inflation may be peaking, monetary policy tightening may relatedly slow, and hopes for a
soft-landing of major economies. However, as the quarter progressed, results were mixed by month
and region as the world received differing signals on inflation. Overall US equities
finished the second fiscal quarter of 2023 up (Russell 3000: +7.2%!). Equities outside the
US (MSCI ACWI ex. US: +14.3%) increased even more versus domestic stocks due in part to the
weakening US dollar. The US bond market also finished the calendar quarter in positive territory
(Bloomberg Aggregate: +1.9%).!

Inflation, as measured by CPI, declined to 6.5% by December of 2022. While progress had been made
since the 2022 peak of 9.1%, there was still much work to be done to bring the pace of price increases
down to the Federal Reserve's preferred range. Except for Japan, inflation impacted the rest of the
developed world as well. Inflation in the Eurozone came in at 9.2% in December, down from a peak of
10.6%.! Similarly, inflation in the UK was at 9.2% in December 2022, down from a peak of 9.6%.2

The US labor market remained extraordinarily strong throughout the first two quarters of fiscal year
2023, with the unemployment rate declining to 3.5% by December from a starting point of 3.6%.' The
labor force participation rate remained slightly above 62% as of December. This was an increase from
the lows of the pandemic but still below the 63.4%* level from before the pandemic. Average hourly
earnings declined in December, finishing the calendar year at 4.8%. The strength of the labor market in
the US contributed to the Federal Reserve's continued hawkish stance. In Europe and Japan, increases
in unemployment were less during the pandemic compared to the US but also improved.

Economic growth in the US rebounded in the first half of fiscal year 2023. The GDP release for the first
fiscal quarter of 2022 came in at an annualized rate of 3.2%2 and the second quarter growth rate was
2.6%2 Outside the US, Eurozone growth was positive but below levels in the US, coming in at 2.5% and
1.6%, respectively, over the same two quarters. UK growth was nearly flat at -0.2% and 0.0%¢, and
Japan grew by -0.3% and 0.2%, respectively, over those same two quarters.

Financial markets were volatile in the third quarter of the fiscal year, driven by investors continuing to
adjust their interest rate and inflation expectations and the failure of Silicon Valley Bank and a few other
regional banks. Ultimately, however, the swift emergency actions taken by the Federal Reserve, the
Treasury, and other government agencies, helped alleviate some of the concerns connected to the
banking sector. This, and a focus on slowing inflation and potentially peaking rates, led to most asset
classes experiencing positive results for the quarter with riskier assets leading the way.
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In the third fiscal quarter, the US equity market (Russell 3000) returned 7.2%', and international
developed market equities (MSCI EAFE) returned 8.5% Emerging market equities (MSCI Emerging
Markets) were also positive for the quarter, returning 4.0%. Chinese equities (MSCI China) rose 4.7% but
generally lagged developed markets as reopening optimism was balanced by increased tensions with
the US.

Fixed income markets also posted gains for the quarter, but it was a volatile period for interest rates,
particularly for shorter maturities. Overall, the change in monetary policy expectations and anecdotal
reports of flight-to-quality flows during the height of the concerns surrounding the banking sector drove
most interest rates lower. The broad US investment grade bond market (Bloomberg US Aggregate)
and high yield bonds (Bloomberg High Yield) respectively rose 3.0% and 3.6% for the quarter. High yield
bonds particularly benefitted from the positive risk sentiment.

Financial markets were mixed in the final quarter of fiscal year 2023 as investors continued to contend
with the track of inflation, the path of monetary policy, lingering fears from the regional banking crisis,
and an uncertain economic outlook. Most equity markets posted positive returns for the quarter while
fixed income markets fell slightly, as rates rose, reflecting expectations for the Federal Reserve to
continue tightening policy rates.

Of the major asset classes, the US equity market (Russell 3000) led the way, returning 8.4%' for the
quarter with most of the gains (6.8%) coming just in the month of June 2023. Notably, relatively few
stocks (mainly large technology companies) accounted for most of the gains in the third and fourth
quarter of fiscal year 2023 driven by optimism over artificial intelligence (“Al") technology. Looking at
the S&P 500, the index was up 16.9% in the final two quarters of fiscal 2023. Without the top performing
44 stocks, the index would have been negative over the same period.s

Developed international equities (MSCI EAFE) returned 3.0% for the final quarter of fiscal year
2023 while emerging market equities (MSCI Emerging Markets) lagged, returning just 0.9%. Continued
signaling from the central banksin Europe and the UK along with an overall stronger US dollar weighed
on relative results in developed markets. Chinese equities weighed on overall results in emerging
markets with the MSCI China index falling 9.7% for the quarter. Chinese equities suffered due to a
lackluster economic reopening, weak economic data, and heightened tensions with the US.

The broad US investment grade bond market (Bloomberg US Aggregate) fell 0.8% as the
Federal Reserve indicated additional rate hikes were needed to combat persistent inflation. High yield
bonds (Bloomberg High Yield) benefited from the “risk-on” sentiment, returning 1.7%2in the quarter
ending June 30thz Commodities (Bloomberg Commodity Index) continued to soften on weakening
global growth expectations and developments with China, declining 2.6% for the quarter.?
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Over the full fiscal year developed market equities posted strong returns with US stocks slightly
outperforming developed markets outside the US. Emerging market equities significantly trailed
develop market equities over the period. The Russell 3000 (US equities) returned 19.0% for the
fiscal year, compared to the MSCI EAFE at 18.8%' (developed market equities), and a return of 1.8%' for
the MSCI Emerging Markets index. The MSCI Emerging Markets index was greatly influenced by
returns from China, as the MSCI China index declined by 16.8% over the 12 months ending on
June 30th. Within fixed income, declining inflation, and a slightly longer relative duration for the index
hurt TIPS' full year relative results. The Bloomberg TIPS index decreased 1.4%' over the full year, while
the Bloomberg Aggregate index declined by 0.9%' Riskier bonds held up well in the fiscal year, as the
Bloomberg High Yield index increased 9.1% over the period.

Remarkably, despite a fiscal year where a recession was forecasted by many economists, GDP growth
and unemployment remained unexpectedly robust, and inflation continued to decline. GDP growth in
the US was 3.2%, 2.6%, 2.0% and 2.4%' for the first, second, third, and fourth quarter, respectively, for
fiscal year 2023. Unemployment ticked up to 3.7% during the fiscal year but ultimately settled where it
started at 3.6%2 All of this occurred while the headline inflation number decreased from 9.1% in
June 2022 to 3.0%? in June 2023. Finally, the yield curve remained inverted for almost the entire fiscal
year, eventually deepening the inversion as the year went on. The yield spread between two-year and
ten-year Treasuries finished June 2023, at -1.06%.!

Outside the US, unemployment and inflation painted a more mixed picture. The Eurozone ended
fiscal year 2023 with unemployment numbers at 6.5%, down from 6.6% at the beginning of the fiscal
year.3 Japan ended with an unemployment figure where it started at 2.6%. Inflation in the Eurozone
ended the fiscal year at 6.1%, down from 8.6%2 a year earlier. Inflation increased in Japan for the first
time in many years, ending at 3.2% versus 2.5%? at the beginning of the fiscal year. China notably had
inflation levels at the end of the fiscal year close to 0% given the weak economic reopening.
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