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October 4, 2007

Board of Retirement

San Mateo County Employees’ Retirement Association
100 Marine Parkway, Suite 125

Redwood Shores, CA 94065-5208

Dear Members of the Board:

SamCERA’s basic financial goal is to establish contributions which fully fund the System’s
liabilities and which, as a percentage of payroll, remain level for each generation of active
members. Annual actuarial valuations measure the progress toward this goal, as well as test the
adequacy of the contribution rates.

SamCERA measures its funding status as the ratio of the actuarial value of valuation assets over the
actuarial accrued liabilities. The funding status based on the past three actuarial valuations is
shown below:

Valuation Date Funded Status
June 30, 2005 74.2%
June 30, 2006 75.4%
June 30, 2007 77.4%

The funded ratio stayed near the 75% level for several years. Over the past two years the funding
ratio has increased, primarily due to employer contributions in excess of the normal cost.

It is our opinion that SamCERA continues in sound financial condition as of June 30, 2007. Under
the current funding policy, the County’s contributions are set equal to the normal cost rate plus the
amortization payment of any Unfunded Actuarial Accrued Liability (UAAL). The amortization of
the UAAL is funded over a closed period ending June 30, 2022.

The June 30, 2007 valuation results are based on the membership data and the asset information
provided by SamCERA. In our examination of these data, we have found them to be reasonably
consistent and comparable with data used for other purposes, although we have not audited the data
at the source. It should be noted that if any data or other information is found to be materially
inaccurate or incomplete, our calculations will need to be revised.

The valuation is also based on our understanding of SamCERA’s current benefit provisions and the
actuarial assumptions which were last reviewed and adopted by the Board in 2007. The actuarial
liabilities are determined by using the entry age normal funding method. The actuarial assets are
determined by using a five-year smoothed recognition method of asset gains and losses. We
believe the actuarial assumptions and methods are internally consistent, reasonable and meet the
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parameters of Governmental Accounting Standards Board Statement No. 25. Nevertheless, the
emerging costs will vary from those presented in our report to the extent that actual experience
differs from that projected by the actuarial assumptions. For example, the recognition of realized
but as yet unrecognized asset gains and losses from prior years will be reflected in future valuations.
Please refer to the June 30, 2007 Actuarial Valuation report for further disclosures.

We assisted SamCERA staff in preparing the supporting schedules in this section and the trend
tables in the financial section are based on information supplied in prior actuarial reports, as well as
our June 30, 2007 actuarial valuation report. In particular, it should be noted that many of the June
30, 2005 statistics were provided by the prior actuary and were on a different basis than we are
using. This may affect the comparability between the years 2005 and 2006 shown in the data
summaries.

We certify that the June 30, 2007 valuation was performed in accordance with the Actuarial
Standards Board (ASB) standards of practice and by qualified actuaries. We are members of the
American Academy of Actuaries and have experience in performing valuations for public
retirement systems.

Sincerely,

Karen |. Steffen, FSA, EA, MAAA Nick J. Collier, ASA, EA, MAAA
Consulting Actuary Consulting Actuary

KIS/NJC/nlo
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SamCERA's Comprehensive Annual Financial Report Actuarial Section
Actuarial Assumptions and Cost Method

The actuary assumptions used in the valuations are intended to estimate the future experience of the
members of SamCERA and of SamCERA itself in areas that affect the projected benefit flow and
anticipated investment earnings. The actuarial assumptions used to determine the liabilities for the June
30, 2007, valuation are based on the results of the actuarial experience study for the period July 1, 2000,
through June 30, 2005. This study was adopted by the Board of Retirement on January 28, 2006.

Actuarial Assumptions and Cost Method

Valuation Date June 30, 2007
Actuarial Cost Method Entry Age Normal Cost Funding Method
Amortization Method Level Percent — closed
Remaining Amortization Period 15.0 years
Asset Valuation Method 5-year smoothed market
Actuarial Assumptions:

Investment Rate of Return 7.75%
Projected Salary Increases* 5.20%

*Attributed to Inflation 4.00%

*Attributed to Adjustments for Merit and longevity — 1.20%
Entry Age Normal Actuarial Cost Method

Entry Age is the age at the member’s date of entry.  Actuarial accrued liability is calculated on an
individual basis and is based on costs allocated as a level percentage of compensation. The normal cost
is calculated by summing the normal cost for each individual and dividing this amount by the total
payroll for current members expected to earn a benefit during the year. This normal cost rate is then
multiplied by the total current salaries. The total unfunded actuarial accrued liability is amortized over a
declining 15-year period.

Actuarial Asset Valuation Method

The assets are valued using a five-year smoothed method based on the difference between the expected
market value and the actual market value of the assets as of the valuation date. The expected market
value, with a five-year smoothing valuation basis for all assets, was adopted effective for the June 30,
1995, valuation.

Investment Rate of Return

Future investment earnings are assumed to accrue at an annual rate of 7.75%, compounded annually, net
of both investment and administrative expenses. This rate was adopted effective for the June 30, 2005,
valuation and reaffirmed by the board for use in the June 30, 2007, valuation.

Projected Salary Increase

The rate of annual salary increases assumed for the purpose of the valuation is 5.20%. It is comprised of
two components, inflation and merit and longevity increases. The inflation component is 4.0%. The
merit and longevity component on average is 1.20%. This rate was adopted effective for the June 30,
2005, valuation and reaffirmed by the board for use in the June 30, 2007, valuation.
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SamCERA's Comprehensive Annual Financial Report

Actuarial Section

Actuarial Assumption 6/30/07 | 6/30/06 | Change
Annual Inflation Rate 3.50% 3.50% 0.00%
Annual Investment Return 7.75% 7.75% 0.00%
Average Annual Salary Increases 5.20% 5.20% 0.00%

Cost-of-Living Adjustments

Post-retirement benefit increases depend upon the tier into which a member is enrolled and the Consumer
Price Index for the San Francisco Bay Area. The maximum increase in retirement allowance is 5% for
General and Safety Tier 1, 3% for Probation Tier 1 and Tier 2 for all Classes, and 2% for Tier 4
Members. Members do not contribute towards the cost-of-living benefit.

Post-retirement mortality rates

The same post-retirement mortality rates are used in the valuation for active members, members retired
for service, and beneficiaries. Beneficiary mortality is assumed to be the same assumption as healthy
members. Beneficiaries are assumed to be of the opposite sex, and have the same mortality as General
members.

Post-retirement mortality — Service Retirement

General Males  RP-2000 Healthy Annuitant Mortality Table for Males with adjustment for white

collar workers. Ages are set back one year.
Safety Males Same as General.

General Females RP-2000 Healthy Annuitant Mortality Table for Females with adjustment for white
collar workers. Ages are set back two years.

Safety Females  Same as General.

Post-retirement mortality — Disability Retirement

RP-2000 Healthy Annuitant Mortality Table for Males with adjustment for white
collar workers and minimum rate of 1.5%. Ages are set forward 6 years.

General Males

Safety Males Same as General except minimum is 1.0% and set forward is 3 years.

General Females RP-2000 Healthy Annuitant Mortality Table for Females with adjustment for white
collar workers and minimum rate of 1.25%. Ages are set forward 6 years.

Safety Females  Same as General except minimum is 1.0% and set forward is 3 years.

Separation from Active Status

The probabilities of separation from active status are shown on page 78.
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SamCERA's Comprehensive Annual Financial Report Actuarial Section

Summary of Plan Provisions

The Association provides basic retirement, disability and death benefits based on a defined benefit
formula which uses final average salary, years of service, and age to calculate benefits payable and, in
addition, provides annual cost-of-living adjustments upon retirement for members of Tiers One, Two and
Four. The benefits of Tier Three are reduced by Social Security benefits received by the member.

The plan sponsor has established ten defined benefit tiers based on a member’s date of entry into
SAMCERA. Tiers 1, 2 & 4 are open to all members depending on their entry date and membership class
(General, Safety or Probation/Safety.) Only General members are eligible for Tier 3.

Employees of the Mosquito Abatement District are eligible for participation in all General Tiers, except
Tier 3.

Eligibility for Tiers is dependent upon the following entry dates:

Tier One — Employees hired on July 6, 1980, and earlier.
Tier Two — Employees hired after July 6 1980, but on or before July 12, 1997.

Tier Three - General members may elect to participate in Tier 3. After five years of service, Tier 3
members can elect membership under the open contributory tier. Members currently
working in a contributory tier with Tier 3 service may purchase an upgrade of their Tier 3
service.

Tier Four — Employees hired after July 12, 1997, (if Tier 3 is not elected.)

Eligibility for service retirement allowance is dependent upon the following:

General Members Tiers 1,2 & 4 Age 50 with 10 years of service;
Any age with 30 years of service; or

Age 70 regardless of service.

Safety & Probation Members Tiers 1,2 & 4 Age 50 with 10 years of service;
Any age with 20 years of service.

Tier 3 Age 65 with 10 years of service. A reduced benefit
is also payable at age 55 with 10 years of service.

Final Compensation:

Tiers 1, &2 Monthly average of a member’s highest twelve
consecutive months of compensation.

Tiers 3, & 4 Monthly average of a member’s highest thirty-Six
consecutive months of compensation.
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SamCERA's Comprehensive Annual Financial Report Actuarial Section

Monthly Allowance:

General Members Tiers 1,2 & 4 1/60 x Final Compensation x General Age Factor x
Years of service.

All Safety & Probation Members 3% x Final Compensation x Safety Age factor x
Years of Service.

Tier 3 General members: (a)+(b)-(c) where:

(@) 2% x Final Compensation x (Years of Service,
(up to 35 years), plus

(b) 1% x Final Compensation x Years of Service in
excess of 35 years (up to 10)

(c) Estimated Primary Insurance Amount (P1A) x
Years of Covered Service (up to 35 years)
divided by 35.

The PIA is calculated based on certain assumptions

specified by statute, and an assumed Social Security

retirement age of 65.

If retirement occurs prior to age 65, benefit amount
is adjusted by an actuarial equivalent factor.

A member who leaves county service may withdraw the contributions made by the member to the
Association, plus accumulated interest.

Members with five years of service or permanent part-time employees who have the equivalent of five
years of full-time service or non-contributory members with 10 years of service who terminate their
employment with the county may elect to leave their accumulated contributions with the Association and
choose a deferred retirement.

The 1937 Act vests the Board of Supervisors with the authority to initiate benefits. However,

Government Code Section 31592.2 empowers the Board of Retirement to provide health benefits when
the Section 31592 reserve exceeds 1% of assets.
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SamCERA's Comprehensive Annual Financial Report Actuarial Section

Summary of Recommendations
San Mateo County Contribution Rates (1)
06/30/07  06/30/06 Change

Normal Cost Rate 11.82% 12.15% (0.33%)
Rate of Contribution to Unfunded Actuarial Accrued Liability 11.94% 12.56% (0.62%)
Total Employer Rate 23.76% 24.71% (0.95%)

It should be noted that the 23.76% Total Employer Rate is a weighted average for all SamCERA tiers. The actual
percent of payroll to be contributed by the county varies by plan. A history of employer rates by class is on Page 75.

Member Contribution Rates (1)

07/01/07 07/01/06 Change (2)

General Members — County

Tier 1 & Tier 2 Age 25 8.97% 8.97% 0.00%
35 10.15% 10.15% 0.00%
45 11.59% 11.59% 0.00%

Tier 4 Age 25 8.72% 8.72% 0.00%
35 9.85% 9.85% 0.00%
45 11.18% 11.18% 0.00%

General Members — Mosquito Abatement District

Tier 1 & Tier 2 Age 25 5.13% 5.13% 0.00%
35 6.15% 6.15% 0.00%
45 7.37% 7.37% 0.00%

Tier 4 Age 25 4.91% 4.91% 0.00%
35 5.89% 5.89% 0.00%
45 7.06% 7.06% 0.00%

Safety Members — Other than Deputy Sheriff (3)

Tier 1 & Tier 2 Age 25 13.09% 13.09% 0.00%
35 14.71% 14.71% 0.00%
45 16.42% 16.42% 0.00%

Tier 4 Age 25 12.75% 12.75% 0.00%
35 14.29% 14.29% 0.00%
45 15.74% 15.74% 0.00%

Probation Members (Reflects Employer Pick-up)

Tier 1 & Tier 2 Age 25 9.97% 9.97% 0.00%
35 11.27% 11.27% 0.00%
45 12.64% 12.64% 0.00%

Tier 4 Age 25 9.70% 9.70% 0.00%
35 10.93% 10.93% 0.00%
45 12.09% 12.09% 0.00%

(1) The San Mateo County employer and member contribution rates include cost sharing. The Mosquito
Abatement District does not have cost sharing.

(2) The change represents the rates effective 07/01/2008 (based on the 6/30/07 valuation) minus the 07/01/2007
rates (based on the 6/30/05 valuation).

(3) Cost sharing varies for Deputy Sheriffs as follows: If employee is less then 45 with less than 5 years of
service 3.0%, between 5 and 15 years of service 3.5%, and at least 15 years if service 4.5%.
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Summary of Significant Actuarial Statistics and Measures

Association Membership

Active Members
Number of Members
Average Age
Average Credited Service
Total Active Payroll in Thousands
Average Monthly Salary

Retired Members
Number of Members
Service Retirement
Disability Retirement
Beneficiaries
Average Age
Total Retiree Payroll in Thousands
Average Monthly Pension

Inactive Vested Members
Asset and Liability Values
Asset Values
Market VValue in Thousands
Return on Market Value

Valuation Assets in Thousands
Return on valuation Assets

Liability Values

Actuarial Accrued Liability in Thousands

Unfunded Actuarial Accrued Liability
Deferred Asset (Gains)/Losses

Required County Contribution Rate for All
Plans as a Percentage of Total Payroll

Gross Normal Cost
Member Contributions
County Normal Cost
UAAL Amortization
Total County Rate

Funded Ratio
GASB Number 25 *

6/30/07

5,539
445

9.3
$416,070
$6,260

2,835
351

508
71.2
$98,790
$2,229

1,151

$2,131,615
16.5%
$1,976,731
9.2%

2,555,504
$578,773
-$154,884

21.52%
(9.70%)
11.82%
11.94%
23.76%

77.4%

6/30/06

5,355
445

9.4
$376,351
$5,857

2,783
342

488
71.2
$91,066
$2,099

1,089

$1,789,898
10.4%
$1,769,021
7.9%

2,345,149
$576,128
-$20,877

21.85%

9.70%
12.15%
12.56%
24.71%

75.4%

Actuarial Section

Change

3.4%
0.0%
-1.1%
10.6%
6.9%

1.9%
2.6%
4.1%
0.0%
8.6%
6.2%

5.7%

19.1%

11.7%

9.0%
0.5%
641.9%

(1.5%)

0.0%
(2.7%)
(4.9%)
(3.8%)

2.5%

*Based on actuarial value of assets for June 30, 2007, and June 30, 2006, respectively.
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Actuarial Section

The table below compares the Actuarial Value of Assets to the types of Actuarial Accrued Liabilities,
applying them first to Active Member contributions, then to retirees and beneficiaries, and then the
remaining amount to the Active Member benefits.

Short-Term Solvency Test (in Thousands)

Active Active Portion of Accrued
Valuation Valuation Member Retirees and Members Liability Covered by
Date Assets Contributions | Beneficiaries (2) (Emplg)ét:trigri];lanced Valuation Assets
6/30/98 $ 992,314 $148,753 $ 601,473 $353,844 | 100% | 100% 68%
6/30/99 $1,104,833 $157,826 $ 629,653 $416,489 | 100% | 100% 76%
6/30/00 $1,271,565 $158,314 $ 689,356 $444,024 | 100% | 100% 95%
6/30/01 $1,384,586 $174,066 $ 789,104 $440,890 | 100% | 100% 96%
6/30/02 $1,416,850 $190,450 $ 866,985 $785,082 | 100% | 100% 46%
6/30/03 $1,353,941 $202,551 $ 858,273 $915,108 | 100% | 100% 32%
6/30/04 $1,452,621 $259,731 $ 942,765 $718,832 | 100% | 100% 35%
6/30/05 $1,615,585 $281,231 $1,133,351 $763,177 | 100% | 100% 26%
6/30/06 $1,769,021 $317,521 $1,234,005 $793,623 | 100% | 100% 27%
6/30/07 $1,976,731 $359,484 $1,348,013 $848,007 | 100% | 100% 32%
(2) Includes deferred vested
Schedule of Funding Progress (in Thousands)
Valuation | Actuarial Value | Actuarial Unfunded Ratio of Annual Active | UAAL as a
Date of Accrued Actuarial Assets to Member Percentage of
Assets Liability Accrued Actuarial Compensation Covered
Liability Accrued Payroll
Liability
6/30/98 $ 992,314 | $1,104,070 $111,756 89.9% $211,259 52.90%
6/30/99 $1,109,417 | $1,205,554 $ 96,137 92.0% $238,864 40.20%
6/30/00 $1,271,565 | $1,291,694 $ 20,129 98.4% $259,075 7.80%
6/30/01 $1,384,586 | $1,404,060 $ 19,474 98.6% $274,318 7.10%
6/30/02 $1,416,821 | $1,660,566 $243,745 85.3% $301,891 80.7%
6/30/03 $1,353,941 | $1,781,544 $427,603 76.0% $323,896 132.0%
6/30/04 $1,452,621 | $1,921,328 $468,707 75.6% $365,385 128.3%
6/30/05 $1,615,585 | $2,177,759 $562,174 74.2% $334,315 168.16%
6/30/06 $1,769,021 | $2,345,149 $576,128 75.4% $363,648 158.43%
6/30/07 $1,976,731 | $2,555,504 $578,773 77.4% $407,812 141.92%

Funded Ratio is a measurement of the funded status of the plan. The Funded Ratio is calculated by
dividing the Valuation Assets by the Actuarial Accrued Liability. In the table above SamCERA’s Funded
Ratio indicates assets are approximately 23% less than liabilities. The Funded Ratio increased from June
30, 2006. This was primarily due to a positive investment return which caused a decrease in the
Unfunded Actuarial Accrued Liability (UAAL) as a percentage of assets.
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History of Employer Contribution Rates

Normal Cost is that portion of the Actuarial Present Value of pension plan benefits and expenses which
is allocated to a valuation year by the Actuarial Cost Method.

Actuarial Present Value is the value of an amount or series of amounts payable or receivable at various
times, determined as of a given date by application of a particular set of Actuarial Assumptions.

Actuarial Cost Method employed by SamCERA is the Entry Age Normal Method. The actuarial
accrued liability is calculated on an individual basis and is based on costs allocated as a level percentage
of compensation.

Unfunded Actuarial Accrued Liability is the excess, if any, of the Actuarial Accrued Liability over the
Actuarial Value of Assets.

Actuarial Accrued Liability is that portion, as determined by a particular Actuarial Cost Method, of the
Actuarial Present Value of pension plan benefits and expenses which is not provided for by the future
Normal Costs.

Actuarial Value of Assets is the value of cash, investments and other property belonging to a pension
plan, as used by the actuary for purposes of an Actuarial Valuation.

Actuarial Valuation is the determination, as of a valuation date, of the Normal Cost, Actuarial Accrued
Liability, Actuarial Value of Assets, and related Actuarial Present Values for a pension plan.

History of Employer Contribution Rates — County

General Member Safety Member Probation Member
Year | Normal | UAAL | Total Normal | UAAL | Total Normal | UAAL | Total
1998 9.52% 7.30% | 16.82% | 18.54% | 12.04% | 30.58% | 21.01% | 10.81% | 31.82%
1999 9.28% | 4.36% | 13.64% | 17.51% | 7.85% | 25.36% | 19.48% | 6.06% | 25.54%
2000 9.85% | 3.60% | 13.45% | 17.70% | 7.24% | 24.94% | 19.26% | 5.53% | 24.79%
2001 9.95% | 0.71% | 10.66% | 17.81% | 151% | 19.32% | 17.94% | 1.16% | 19.10%
2002 9.71% | 0.70% | 10.41% | 17.22% | 1.50% | 18.72% | 16.76% | 1.17% | 17.93%
2003 11.00% | 4.60% | 15.60% | 21.99% | 12.74% | 34.73% | 23.45% | 8.10% | 31.55%
2004 90.76% | 8.25% | 18.01% | 15.34% | 24.82% | 40.16% | 16.17% | 15.28% | 31.45%
2005 10.36% | 10.38% | 20.74% | 20.43% | 32.02% | 52.45% | 21.10% | 16.43% | 37.53%
2006 10.49% | 9.97% | 20.46% | 20.18% | 30.52% | 50.70% | 21.59% | 14.85% | 36.44%
2007 10.19% | 9.46% | 19.65% | 19.94% | 29.32% | 49.26% | 20.83% | 14.06% | 34.89%
History of Employer Contribution Rates — Mosquito Abatement District
General Member

Year Normal | UAAL | Total

2005 8.69% | 851% | 17.20%

2006 8.76% | 8.18% | 16.94%

2007 850% | 7.76% | 16.26%
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Active Member Valuation Data

Actuarial Section

. Average % Change
Valuation Date Members (1) Annual Salary Annual S%Iary Average Sglary
1998 | General 3,803 $177,079,000 $46,563 6.8%
Safety 406 $24,404,000 $60,108 15.8%
Probation 211 $10,046,000 $47,611 4.4%
Total 4,420 $211,529,000 $47,857 7.7%
1999 | General 3,908 $196,936,000 $50,393 8.2%
Safety 425 $29,862,000 $70,264 16.9%
Probation 245 $12,067,000 $49,253 3.4%
Total 4,578 $238,865,000 $52,176 9.0%
2000 | General 4,018 $214,625,000 $53,416 6.0%
Safety 423 $31,180,000 $73,716 4.9%
Probation 249 $13,270,000 $53,292 8.2%
Total 4,690 $259,075,000 $55,236 5.9%
2001 | General 4,040 $227,848,000 $56,400 5.6%
Safety 416 $31,611,000 $75,984 3.1%
Probation 261 $14,859,000 $56,928 6.8%
Total 4,717 $274,318,000 $58,152 5.3%
2002 | General 4,159 $250,344,000 $60,192 6.7%
Safety 431 $34,405,000 $79,824 5.1%
Probation 282 $17,142,000 $60,792 6.8%
Total 4,872 $301.891,000 $61,968 6.6%
2003 | General 4,213 $267,150,000 $63,408 5.3%
Safety 434 $37,973,000 $87,492 9.6%
Probation 290 $18,773,000 $64,740 6.5%
Total 4,937 $323,896,00 $65,964 5.9%
2004 | General 4,487 $303,786,879 $67,700 6.8%
Safety 411 $40,796,852 $99,202 13.4%
Probation 288 $20,800,813 $72,225 11.6%
Total 5,186 $365,384,544 $70,448 6.8%
2005 | General 4,411 $304,289,437 $68,984 1.8%
Safety 409 $39,999,593 $97,799 -1.4%
Probation 278 $20,123,863 $72,388 0.2%
Total 5,098 $364,412,893 $71,482 1.4%
2006 | General 4,614 $312,934,324 $67,823 -1.7%
Safety 428 $41,407,772 $96,747 -1.1%
Probation 313 $22,009,210 $70,317 -1.6%
Total 5,355 $376,351,306 $70,280 -1.7%
2007 | General 4,767 $346,319,017 $72,649 7.1%
Safety 443 $45,386,411 $102,452 5.9%
Probation 329 $24,364,268 $74,056 5.3%
Total 5,539 $416,069,696 $75,116 6.9%

(1) Numbers prior to 2006 were reported on a different basis.
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Demographic Activity of Retirees and Beneficiaries

Actuarial Section

Retiree Membership (1)
At At Total Percent Average
Year | Beginning | Additions | Withdrawals | End of Retiree Increase | Monthly
Of Year Year Payroll In Payroll Alloz/zv)ance

6/30/97 2,844 163 107 2,900 $42,338,000 | 4.54% $1,255
6/30/98 2,900 149 118 2,931 $46,845,000 | 10.65% $1,332
6/30/99 2,931 238 210 2,959 $50,491,000 | 7.80% $1,422
6/30/00 2,959 219 76 3,102 $55,192,000 | 9.31% $1,483
6/30/01 3,102 233 82 3,253 $62,416,000 | 13.1% $1,543
6/30/02 3,253 194 138 3,309 $66,974,000 7.3% $1,627
6/30/03 3,309 128 115 3,322 $69,451,000 3.7% $1,676
6/30/04 3,466 193 120 3,539 $75,492,876 8.7% $1,778
6/30/05 3,539 238 95 3,682 $84,183,000 | 11.5% $1,905
6/30/06 3,519 206 112 3,613 $91,006,000 8.1% $2,099
6/30/07 3,613 155 74 3,694 $98,790,000 8.6% $2,229

(1) For 6/30/2004 and 6/30/2005, retirees/beneficiaries who are entitled to multiple benefits are counted more than
once. The 6/30/06 beginning of year count was revised to reflect only one retiree per benefit in 6/30/2006. Prior to
6/30/2004 retirees/beneficiaries who are entitled to multiple benefits are only counted once.

(2) The Association’s retiree benefit administration system does not currently allow SamCERA to access the annual
allowances of retirants and beneficiaries added to and removed from rolls.

Actuarial Analysis of Financial Experience

($000)
Summary of (Gains) / Losses Change In Liability
2007 2006 2005 2004 2003

Unfunded Liability as of July 1 $576,128 $562,174 $468,707 $427,603 $243,745
Expected Change in UAAL ($ 16,745) | $ 2,980 ($ 1,700) | ($ 419) $ 20,884
Salary (Gain) / Loss $ 45,157 $ 19,671 ($ 34,300) ($ 4,907)
Fewer Withdrawal than expected $ 1,268
Retiree COLA more / (less) than ($ 3,380) ($ 13,862) ($ 26,197) ($ 13,863)
expected
Assets (Gain) / Loss ($ 22639) | ($ 1363) | $ 8934 $ 25,062 $169,944
Change due to Assumption Changes $152,500 ($13,989) ($ 7,797)
Change due to Actuarial Asset Corridor
Ventura Benefits & Asset transfers ($ 21,801)
Miscellaneous Experience $ 253,000 $ 6,528 $ 16,031 $ 30,450 ($ 5,138)
Change Due to New Formula $ 23,467
Unfunded Liability as of June 30 $578,773 $576,128 $562,174 $468,707 $427,603
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Rates of Separation From Active Service

Service Retirement — Member retires after meeting age and service requirements for reasons other than
disability.

Withdrawal — Member terminates and elects a refund of member contributions, or a deferred vested
retirement benefit.

Service Disability — Member receives disability retirement; disability is service related.
Ordinary Disability — Member receives disability retirement; disability is not service related.
Service Death — Member dies before retirement; death is service related.

Ordinary Death — Member dies before retirement; death is not service related.

In the table below each rate represents the probability that a member will separate from service at each
age due to a particular cause.

Probability of Separation During Active Service

Years of Other Terminations Disability Death while Active Service
Service Ordinary Vested Age Ordinary Service Ordinary Service Retirement
General Plan 1, 2 & 4 Male Members
0 0.1200 0.0000 20 0.00032 0.0005 0.0002 0.0000 0.0000
L} 0.0291 0.0291 30 0.0004 0.0005 0.0003 0.0000 0.0000
10 0.0183 0.0207 40 0.0007 0.0011 0.0006 0.0000 0.0000
15 0.0113 0.0177 50 0.0014 0.0022 0.0022 0.0000 0.0600
20 0.0049 0.0141 60 p.0022 0.0034 0.0042 0.0000 0.1500
30 & Above 0.0000 0.0000 70 0.0000 0.0000 0.0000 0.0000 1.0000
General Plan 1, 2 & 4 Female Members
0 0.1300 0.0000 20 0.0003 0.0005 0.0003 0.0000 0.0000
5 0.0316 0.0316 30 0.0004 0.0005 0.00032 0.0000 0.0000
10 0.0207 0.0233 40 0.0007 0.0011 0.0006 0.0000 0.0000
15 00133 0.0207 50 0.0014 0.0022 0.0013 0.0000 0.0600
20 0.0062 0.0178 60 p.002z2 0.0034 0.0036 0.0000 0.1500
30 & Above 0.0000 0.0000 70 0.0000 0.0000 0.0000 0.0000 1.0000
General Plan 3 Male Members
0 0.1200 0.0000 20 0.0000 0.0000 0.0002 0.0000 0.0000
h 0.0291 0.02491 30 0.0000 0.0000 0.0003 0.0000 0.0000
10 00183 0.0207 40 0.0000 0.0000 0.0006 0.0000 0.0000
15 0.0113 0.0177 50 0.0000 0.0000 0.0022 0.0000 0.0000
20 0.0049 0.0141 60 0.0000 0.0000 0.0042 0.0000 0.0300
30 & Above 0.0000 0.0000 70 0.0000 0.0000 0.0000 0.0000 1.0000
General Plan 3 Female Members
0 0.1300 0.0000 20 0.0000 0.0000 0.0003 0.0000 0.0000
5 0.0316 0.0316 30 0.0000 0.0000 0.0003 0.0000 0.0000
10 0.0207 0.0233 40 0.0000 0.0000 0.0006 0.0000 0.0000
15 00133 0.0207 50 0.0000 0.0000 0.0013 0.0000 0.0000
20 0.0062 0.0178 60 0.0000 0.0000 0.0036 0.0000 0.0400
30 & Above 0.0000 0.0000 70 0.0000 0.0000 0.0000 0.0000 1.0000
Safety and Probation Members
0 0.0800 0.0000 20 0.0003 0.0012 0.0002 0.0010 0.0000
5 0.0116 0.0116 30 0.0004 0.0014 0.0003 0.0010 0.0000
10 0.0080 0.0090 40 0.0009 0.0035 0.0004 0.0010 0.0000
15 0.0047 0.0073 50 0.0015 0.0059 0.0009 0.0010 0.2500
20 0.0010 0.0030 60 0.0000 0.0000 0.0000 0.0000 1.0000
30 & Above 0.0000 0.0000 70 0.0000 0.0000 0.0000 0.0000 1.0000
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(As a % of Payroll)

Statistical Section

Schedule of Employer Contributions
(In Thousands Of Dollars)

Actuarially Required

Contributions Made

Year End Contributions (ARC) As A % of ARC
6/30/1998 $42,676 100%
6/30/1999 $41,289 100%
6/30/2000 $38,695 100%
6/30/2001 $39,482 100%
6/30/2002 $33,541 100%
6/30/2003 $36,070 100%
6/30/2004 $60,042 100%
6/30/2005 $76,931 100%
6/30/2006 $76,090 100%
6/30/2007 $100,550 100%
County Contribution Rate

1995

1999

2001

2003 2005 2007

Valuation Year

 County NC Rate B UAAL Amort. —¢— Member Rate
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Schedule of Revenues by Source
(In thousands of Dollars)

Statistical Section

Year End Emp_loyge Emp_loygr Investment T.otal'
Contribution  Contribution Income Contributions
6/30/1998 $12,033 $42,676 $168,115 $222,824
6/30/1999 $12,586 $41,289 $83,550 $137,425
6/30/2000 $14,383 $38,695 $123,203 $176,281
6/30/2001 $15,287 $39,482 -$65,750 <$10,981>
6/30/2002 $16,627 $33,541 -$82,410 <$32,242>
6/30/2003 $22,650 $36,070 $39,150 $97,870
6/30/2004 $27,094 $60,042 $193,333 $280,469
6/30/2005 $33,647 $76,931 $140,211 $250,789
6/30/2006 $39,963 $76,090 $166,874 $282,927
6/30/2007 $42,696 $100,550 $298,286 $441,532
Schedule of Expenses by Type
(In thousands of Dollars)
Year End Administrative Biﬁg;ﬁ?sgit q Refunds Total
Expenses
6/30/1998 $1,034 $45,398 $1,653 $48,085
6/30/1999 $1,070 $49,492 $1,640 $52,202
6/30/2000 $1,221 $53,090 $1,896 $56,207
6/30/2001 $1,491 $58,807 $1,846 $62,144
6/30/2002 $1,509 $65,186 $1,551 $68,246
6/30/2003 $1,887 $68,989 $1,206 $72,082
6/30/2004 $2,631 $74,016 $1,734 $78,381
6/30/2005 $2,239 $83,182 $1,458 $86,879
6/30/2006 $2,126 $87,915 $2,258 $92,299
6/30/2007 $2,783 $94,788 $2,244 $99,815

83



SamCERA's Comprehensive Annual Financial Report

Summary of Retired and Inactive Member Benefits

Statistical Section

Retired Members | 2007 | 2006 | 2005 | 2004 [ 2003
Service Retirement | | | | |
Number 2,835 2,783 2,865 2,706 2,637
Annual Allowance
Basic Only $59,687,000 | $54,942,000 | $49,760,000 | $41,723,000 | $36,929,000
COLA $19,382,000 | $18,188,000 | $17,759,000 | $17,502,000 | $17,185,000
Total $79,069,000 | $73,130,000 | $67,519,000 | $59,225,000 | $54,114,000
Average Monthly Payment $2,324 $2,190 $1,964 $1,824 $1,710
Disability Retirement
Number 351 342 334 339 329
Annual Allowance
Basic Only $7,571,000 | $6,915,000 | $6,575,000 | 6,164,000 | $5,588,000
COLA $2,569,000 | $2,356,000 | $2,205,000 | $2172,000 | $2,130,000
Total $10,140,000 | $9,271,000 | $8,780,000 | $8336,000 | $7,718,000
Average Monthly Payment $2,407 $2,259 $2,191 $2,049 $1,955
Beneficiaries
Number 508 488 483 494 488
Annual Allowance
Basic Only $5,220,000 | $4,659,000 |  $4,084,000 | $4,250,000 | $4,065,000
COLA $4,361,000 | $3,946,000 |  $3,800,000 | $3,682,000 | $3,554,000
Total $9,581,000 | $8,605,000 | $7,884,000 | $7,932,000 | $7,619,000
Average Monthly Payment $1,572 $1,469 $1,360 $1,338 $1,301
Total Retired Members
Number 3,694 3,614 3,682 3,539 3,454
Annual Allowance
Basic Only $72,478,000 | $66,516,000 | $60,419,000 | $52137,000 | $46,582,000
COLA $26,312,000 | $24,490,000 | $23,764,000 | $23356,000 | $22,869,000
Total $98,790,000 | $91,006,000 | $84,183,000 | $75493000 | $69.451,000
Average Monthly Payment $2,229 $2,099 $1,905 $1,778 $1,676
Inactive Members 1,151 1,089 872 877 855

For 6/30/2004 and 6/30/2005 retirees/beneficiaries who are entitled to multiple benefits are counted more than once.
Beginning in 6/30/2006, a retiree is counted only once even if that retiree has multiple benefits from different tiers.

The data in the table above originates from PensionGold, SamCERA s retirement benefits administration system. For the years
2001 through 2005 it also appears in SamCERA ’s actuarial valuation reports.
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Statistical Section

Summary of Retired and Inactive Member Benefits (Continued)

Retired Members 2002 2000 | 2000 1999 1998
Service Retirement |
Number 2,638 2,383 2,295 2,300 2,293
Annual Allowance
Basic Only $36,260,000 | $30,059,000 | $27,966,000 | $26,159,000 | $24,897,000
COLA $16,668,000 | $13,692,000 | $12,343,000 | $11,910,000 | $10,924,000
Total $52,928,000 | $43,751,000 | $40,309,000 | $38,069,000 | $35,821,000
Average Monthly Payment $1,672 $1,530 $1,464 $1,379 $1,302
Disability Retirement
Number 316 280 263 250 231
Annual Allowance
Basic Only $5,061,000 | $4,014,000 | $3,517,000 | $3,115,000 | $2,540,000
COLA $2,049,000 | $1,591,000 | $1,402,000 | $1,303,000 | $1,172,000
Total $7,110,000 | $5,605,000 | $4,919,000 | $4,418,000 | $3,712,000
Average Monthly Payment $1,875 $1,668 $1,559 $1,473 $1,339
Beneficiaries
Number 477 439 401 381 353
Annual Allowance
Basic Only $3,548,000 | $2,950,000 | $2,819,000 | $2,154,000 | $5,151,000
COLA $3,388,000 | $2,886,000 | $2,444,000 | $2,204,000 | $1,989,000
Total $6,936,000 | $5,836,000 | $5,263,000 | $4,358,000 |  $7,140,000
Average Monthly Payment $1,212 $1,108 $1,094 $953 $918
Total Retired Members
Number 3,431 3,102 2,979 2,931 N/A
Annual Allowance
Basic Only $44,869,000 | $37,023,000 | $34,302,000 | $31,428,000 N/A
COLA $22,105,000 | $18,169,000 | $16,189,000 | $15,417,000 N/A
Total $66,974,000 | $55,192,000 | $50,491,000 | $46,845,000 N/A
Average Monthly Payment $1,627 $1,483 $1,422 $1,332 N/A
Inactive Members 833 646 613 522 518

The data in the table above originates from PensionGold, SamCERA ’s retirement benefit administration system. For the years

2001 through 2005 it also appears in SamCERA s actuarial valuation reports.
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Schedule of Average Monthly Salary of Active Members
(By Tier and Membership Type)

2007 2006 2005 2004 2003
General Tier 1 $7,175 $6,749 $6,582 $6,514 $6,070
General Tier 2 $6,688 $6,148 $6,045 $5,980 $5,573
General Tier 3 $5,287 $4,988 $5,216 $5,101 $4,747
General Tier 4 $5,714 $5,315 $5,476 $5,281 $4,886
General Tier Total $6,054 $5,652 $5,747 $5,642 $5,284
Safety Tier 1 $10,212 $10,019 $9,701 $9,516 $8,500
Safety Tier 2 $9,299 $8,585 $8,482 $8,530 $7,518
Safety Tier 4 $7,882 $7,403 $7,564 $7,582 $6,465
Safety Tier Total $8,538 $8,062 $8,150 $8,267 $7,291
Probation Tier 1 $8,522 $7,735 $7,216 $6,856 $6,548
Probation Tier 2 $6,899 $6,479 $6,390 $6,291 $5,800
Probation Tier 4 $5,766 $5,444 $5,741 $5,711 $4,924
Probation Tier Total $6,171 $5,860 $6,032 $6,019 $5,395
Total $6,260 $5,857 $5,955 $5,871 $5,467

Schedule of Average Monthly Salary of Active Members
(By Plan and Membership Type) (Continued)

2002 2001 2000 1999 1998
General Tier 1 $5,806 $5,477 $5,143 $4,910 $4,451
General Tier 2 $5,311 $4,934 $4,636 $4,301 $3,894
General Tier 3 $4,737 $4,516 $4,197 $3,820 $3,522
General Tier 4 $4,545 $4,177 $3,831 $3,483 $3,151
General Tier Total $5,016 $4,700 $4,451 $4,199 $3,880
Safety Tier 1 $7,820 $7,327 $6,955 $6,400 $5,562
Safety Tier 2 $6,853 $6,479 $6,102 $5,883 $4,906
Safety Tier 4 $5,789 $5,375 $5,271 $4,957 $3,900
Safety Tier Total $6,652 $6,332 $6,143 $5,855 $5,009
Probation Tier 1 $6,253 $5,861 $5,460 $5,100 $4,634
Probation Tier 2 $5,542 $5,079 $4,654 $4,240 $3,941
Probation Tier 4 $4,502 $4,100 $3,660 $3,119 $3,010
Probation Tier Total $5,066 $4,744 $4.,441 $4,104 $3,968
Total $5,164 $4,846 $4,603 $4,348 $3,988

The data in the table above originates from PensionGold, SamCERA s retirement benefit administration system.
For the years 2001 through 2005 it also appears in SamCERA ’s actuarial valuation reports.
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Participating Employers and Active Members

Statistical Section

2007 2006 2005 2004 2003
County of San Mateo
General Members 4,742 4,594 4,391 4,474 4,202
Safety Members 443 428 409 411 434
Safety/Probation Members 329 313 278 288 290
Total 5,514 5,335 5,078 5,173 4,926
San Mateo County Mosquito Abatement District
General Members Total 25 20 20 13 11
Total Active Membership 5,539 5,355 5,098 5,186 4,937
Participating Employers and Active Members (Continued)
2002 2001 2000 1999 1998
County of San Mateo
General Members 4,175 4,079 3,897 3,792 3,797
Safety 431 416 425 406 402
Safety/Probation Members 293 265 245 211 208
Total 4,899 4,760 4,567 4,409 4,407
San Mateo County Mosquito Abatement District
General Members Total 11 11 11 11 11
Total Active Membership 4,910 4771 4,578 4,420 4,418
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Andrew J. Paulden, CPA
Peter C. Brown, CPA

Burton H. Armstrong, CPA, MST INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
Harvey J. McCown, CPA FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
Steven R. Starbuck, CPA BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
Aileen K. Keeter, CPA ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Chris M. Thornburgh, CPA
Eric H. Xin, MBA, CPA

Lynn R. Krausse, CPA, MST

Rosalva Flores. CPA To the Members of the
Connie M. Perez, CPA San Mateo County Employees’ Retirement Association
Sharon Jones, CPA, MST Board of Retirement

Diana H. Branthoover, CPA

Thomas M. Young, CPA

Alicia Montgomery, CPA, MBA  \We have audited the basic financial statements of the San Mateo County Employees’
Matthew Gilligan, CPA Retirement Association (SamCERA), as of and for the year ended June 30, 2007, and
Hanna J. Sheppard, CPA have issued our report thereon dated October 9, 2007. We conducted our audit in

Ryan J. Nielsen, CPA . i, . . .
Jian Ou-Yang, CPA accordance with auditing standards generally accepted in the United States of America

Ryan S. Johnson, CPA and the standards applicable to financial audits contained in Government Auditing
Michael C. Olivares, CPA Standards, issued by the Comptroller General of the United States.

Amanda Fedewa, CPA

Jialan Su, CPA Internal Control Over Financial Reporting

Avriadne S. Prunes, CPA In planning and performing our audit, we considered SamCERA’s internal control over

financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing
an opinion on the effectiveness of SamCERA’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of SamCERA’s internal
control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions,
to prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects SamCERA’s
ability to initiate, authorize, record, process, or report financial data reliably in accordance
with accounting principles generally accepted in the United States of America such that
there is more than a remote likelihood that a misstatement of SamCERA’s financial
statements that is more then inconsequential will not be prevented or detected by
SamCERA’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in more than a remote likelihood that a material misstatements of the financial
statements will not be prevented or detected by SamCERA'’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all
deficiencies in internal control that might be significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether SamCERA’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

This report is intended solely for the information and use of the Board of Retirement and management of
SamCERA, and is not intended to be and should not be used by anyone other than these specified
parties. However, this report is a matter of public record and its distribution is not limited.

BROWN ARMSTRONG PAULDEN

McCOWN STARBUCK THORNBURG & KEETER
ACCOUNTANCY CORPORATION

P

Bakersfield, California
October 9, 2007
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