SafﬁCERA Notice of Public Meeting

SAN MATEO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION

The Board of Retirement

of the San Mateo County Employees' Retirement Association will meet on

Tuesday, October 29, 2019, at 10:00 A.M.

PUBLIC SESSION — The Board will meet in Public Session at 10:00 a.m.

1. Call to Order, Roll Call and Miscellaneous Business
| 1.1 Administration of the Oath of Office to Reappointed Trustee |
2. Oral Communications
2.1 Oral Communications from the Board
2.2 Oral Communications from the Public
3. Approval of the Minutes
E%p Approval of Regular Board Meeting Minutes from September 24, 2019 |
[ 4. Approval of the Consent Agenda* |

4.1 Disability Retirements (1) 4.8 Member Account Redeposits
e Sergio Gonzalez-Pavez 4.9 Acceptance of Trustees’ Reports of
4.2 Survivor Death Benefits Educational Activities
4.3 Service Retirements 4.10 Approval of Resolution Ratifying
4.4 Continuances Agreement with K & L Gates LLP for
4.5 Deferred Retirements Legal Services
4.6 Member Account Refunds 4,11 SACRS Business Meeting November 2019|
4.7 Member Account Rollovers 4.12 Legislation Update |

5. Benefit & Actuarial Services

5.1 Consideration of Agenda ltems, if any, removed from the Consent Agenda

5.2  Annual Review of SamCERA’s Actuarial Services Firm, Milliman, Inc (**Set for a time certain
of 12:00 PM)

6. Investment Services

6.1 Report on Preliminary Monthly Portfolio Performance for the Period Ended 9/30/19

6.2 Report on Opportunistic Credit Manager Annual Reviews |

6.3 Report on Inflation Hedge Manager Annual Reviews

6.4 Report on Midstream Energy Update

6.5 Approval of Asset Allocation Policy Portfolio Implementation

7. Board & Management Support

7.1  Presentation by Brown Armstrong of 2019 Financial Audit Management Reports |

7.2 Approval of SamCERA’s 2019 Comprehensive Annual Financial Report (CAFR) |

7.3 Approval of Resolution adopting “Policy Allowing for The Use and Acceptance of Electronic
Signatures for Documents Submitted by a Member”

7.4  Approval of Board of Retirement Meeting Schedule for 2020 |

** Matters set for a time certain. Time listed is approximate. In no case will any item be heard before the time it is scheduled.
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8. Management Reports
8.1  Chief Executive Officer's Report
8.2  Assistant Executive Officer’s Report
8.3  Chief Investment Officer’s Report
8.4  Chief Legal Counsel's Report
CLOSED SESSION — The Board may meet in closed session prior to adjournment
C1 Consideration of Disability Items, if any, Removed from the Consent Agenda
C2 Conference with Legal Counsel - Existing Litigation (Govt. Code section 54956.9) In Re Sheridan
Holding Company I, LLC et al., US Bankruptcy Court-Southern District, Case No. 19-35198(Ml)
9. Report on Actions Taken in Closed Session
10. Adjournment in Memory of the Following Deceased Members:

Morrison, Nancy August 13, 2019 Courts
Gomez, Herlin September 8, 2019 Hospital
Schwartz, David September 8, 2019 Mental Health
Garrett, Marilyn October 3, 2019 Social Services
Howe, Anne October 4, 2019 Mental Health
Guillory, Anthony October 9, 2019 Sheriff's
Odenheimer, Edith October 11, 2019 Long Term Care

L' Z ’ég

Scott Hood, Chiefv Executive Officer

(* ALLITEMS ON THE CONSENT AGENDA ARE APPROVED BY ONE ROLL CALL MOTION UNLESS A REQUEST IS MADE BY A BOARD MEMBER
THAT AN ITEM BE WITHDRAWN OR TRANSFERRED TO THE REGULAR AGENDA. ANY ITEM ON THE REGULAR AGENDA MAY BE
TRANSFERRED TO THE CONSENT AGENDA. ANY 4.1 ITEMS REMOVED FROM THE CONSENT AGENDA WILL BE TAKEN UP UNDER CLOSED
SESSION; ALL OTHER ITEMS REMOVED FROM THE CONSENT AGENDA WILL BE TAKEN UP UNDER ITEM 5.1.)

THE BOARD MEETS AT 100 MARINE PARKWAY, SUITE 160, WHICH IS LOCATED ON THE SE CORNER OF TWIN DOLPHIN & MARINE PARKWAY IN
Rebwoob CITy. Detailed directions are available on the “Contact Us” page of the website www.samcera.org. Free Parking is
available in all lots in the vicinity of the building. A copy of the Board of Retirement’s open session agenda packet is available
for review at the SamCERA offices and on our website unless the writings are privileged or otherwise exempt from disclosure
under the provisions of the California Public Records Act. Office hours are Monday through Thursday 7 a.m. — 6 p.m.

IN COMPLIANCE WITH THE CALIFORNIA GOVERNMENT CODE AND THE AMERICANS WITH DISABILITIES ACT: SamCERA’s facilities and board and
committee meetings are accessible to individuals with disabilities. Contact SamCERA at (650) 599-1234 at least three
business days prior to the meeting if (1) you need special assistance or a disability-related modification or accommodation,
including auxiliary aids or services, in order to participate in this meeting; or (2) you have a disability and wish to receive the
agenda, meeting notice, agenda packet or other writings that may be distributed at the meeting in an alternative format.
Notification in advance of the meeting will enable SamCERA to make reasonable arrangements to ensure full accessibility to
this meeting and the materials related to it.
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SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

October 29, 2019 Agenda ltem 1.1
TO: Board of Retirement
FROM: Scott Hood, Chief Executive Officer 77 ég

SUBJECT: Administration of the Oath of Office to Reappointed Trustee
In this agenda item, the Trustee Oath of Office will be given to Ben Bowler reappointed
by the Board of Supervisors.

Enclosure
Board of Supervisors Reappointment Memo



County of San Mateo APPROVED BY
BOARD OF SUPERVISORS

Inter-Departmental Correspondence JUN 04 2018

RK_OF ﬁ[}}
B&% 4 /:; ERUTY

Department: BOARD OF SUPERVISORS

DISTRICT 2
File #: 19-475 Board Meeting Date: 6/4/2019
Special Notice / Hearing: None

Vote Required: Majority

To: Honorable Board of Supervisors

From: Supervisor Carole Groom

Subject: Reappointments to the Board of Retirement of the San Mateo County Employees'

Retirement Association (SamCERA)
RECOMMENDATION:

Recommendation for the reappointments of Ben Bowler (Fifth Member) for a fourth term, and Kurt
Hoefer (Ninth Member) for a second term, to the Board of Retirement of SamCERA, each for a term
ending June 30, 2022.

BACKGROUND:

The Board of Retirement serves as fiduciary for the members of SamCERA and as a prudent
administrator of the retirement fund. Four of the nine members of the Board are appointed for a term
of three years. The term for these two reappointments would end June 30, 2022.

DISCUSSION:

Ben Bowler is the Treasurer of Matson, Inc. and is seeking reappointment for his fourth three-year
term. Kurt Hoefer is partner at investment adviser Golub Group, LLC and is seeking reappointment
for his second three-year term. Both members’ terms are currently set to expire on June 30, 2019.

These reappointments contribute to the 2025 Shared Vision statement of a Collaborative Community.
Our diverse population works well together to build strong communities, effective government and a
prosperous economy, civic engagement - including voting, public service, charitable giving,
volunteerism, and participation in public discussions of important issues - is uniformly high among the
diverse population of San Mateo County.

FISCAL IMPACT:
None.
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SAN MATEO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
SEPTEMBER 24, 2019 — REGULAR BOARD MEETING MINUTES

1909.1 Call to Order, Roll Call and Miscellaneous Business

Call to Order: Mr. Hoefer, Chair, called the Regular Meeting of the Board of Retirement to order at
10:00 a.m.

Roll Call:

Present: Mark Battey, Al David, Paul Hackleman, Kurt Hoefer, Katherine O’Malley and Robert Raw.
Absent: Sandie Arnott, Ben Bowler and Eric Tashman.

Alternates present: Susan Lee and Alma Salas.

Staff: Brenda Carlson, Michael Coultrip, Scott Hood, Elizabeth LeNguyen, JulieAnne Nagal, Gladys Smith
and Anne Trujillo.

Consultants and speakers: Nick Collier, Craig Glyde (Milliman, Inc.) and Margaret Jadallah (Verus).

1909.1.1 Administration of Oath of Office to Elected and Reappointed Trustee: Reappointed trustee, Ben
Bowler (Fifth Member) was not present so the Oath of Office was not administered.

1909.2.1 Oral Communications from the Board: None.
1909.2.2 Oral Communications from the Public: None.

1909.3.1 Approval of the Minutes: Mr. Hoefer asked if there were any changes or corrections, or objections, to
the meeting minutes from the Board meeting held on August 27, 2019.

Action: Mr. Hackleman moved to approve the minutes from the Board Meeting on August 27, 2019.
The motion was seconded by Mr. David and carried with a vote of 5-0, with trustees David, Hackleman,
Hoefer, O’Malley and Raw all in favor; none opposed; and Battey abstained.

1909.4.0 Approval of the Consent Agenda: Mr. Hoefer asked if there were any items to be removed for
discussion from the Consent Agenda. No items were removed.

Action: Ms. O’Malley moved to approve the Consent Agenda, and the motion was seconded by Mr.
Hackleman. The motion carried with a vote of 6-0, with trustees Battey, David, Hackleman, Hoefer,
O’Malley and Raw all in favor; none opposed.

1909.4.1 Disability Retirements:
a) The Board found that Michelle Gemmet is (1) permanently incapacitated from the
performance of her usual and customary duties as a Correctional Officer, (2) found that her
disability was the result of an injury arising out of and in the course of her employment and (3)

granted her application for a service-connected disability retirement.

1909.4.2 Survivor Death Benefits: None.

Minutes of Regular Meeting, September 24, 2019 Page 1 of 5



1909.4.3 Service Retirements:

Name

Aguirre, Leopoldo
Ashton, Neal
Carnock, Daniel
Casanova, Irene

Chung, Le
Denton, Craig
Gamber, Joyce
Harris, Mildred
Hayes, Russell
Kalkbrenner, Robert
Mabhaley, Stephen
McGill, Ralph
Molina, AnaJ
Rogers, Erick
Sharp, Kathleen
Stone, Jennifer )
Thain, Lauri
Toruno, Renald

1909.4.4 Continuances:

Survivor’s Name

Ford, Eva
Panaligan, Narcisa

1909.4.5 Deferred Retirements:

Effective Retirement Date

July 26, 2019
July 27, 2019
May 29, 2019
July 17, 2019

July 15, 2019
July 20, 2019
July 2, 2019
July 13, 2019
July 26, 2019
July 10, 2019
July 31, 2019
July 5, 2019
August 1, 2019
August 1, 2019
July 15, 2019
July 21, 2019
July 31, 2019
July 12, 2019

Department

Probation

Deferred from Social Services
QDRO

Deferred from Social Services
Def'd from San Mateo Medical
Center

Sheriff's

District Attorney’s Office
Library

Office of Sustainability

Dept of Public Works

Sheriff's

Probation

Correctional Health

Probation

Deferred from H.S.A.

Deferred from Health Services
Deferred from Recorder's Office
Agriculture

Beneficiary of:

Ford, William
Panaligan, Ruben

The Board ratified the actions as listed below for the following members regarding deferred

retirements:

Name

Cavallero, Jennifer A.
De La Rosa, Alma
Delgado, Mirta

Hernandez-Pena, Ramiro

Lainez, Yazmin
Lam, Gloria

Lee, Yick Yee
Martinez, William
McClure, Michelle
Moffatt, Barbara L.
O’Malley-Riley
Parala, Albert
Pollack, Nicole
Ramirez, Maria G.
Tong, Sunny
Trehan, Michelle
Zacarias, Veronica

Minutes of Regular Meeting, September 24, 2019

Retirement Plan Type

G7, Non-vested- Reciprocity

G4, Vested- Reciprocity

G4, Vested - Auto Defer - Code 31700
G7, Non-vested- Reciprocity

G7, Vested - Auto Defer - Code 31700
G7, Vested- Reciprocity

G5, Vested - Auto Defer - Code 31700
G7, Vested- Reciprocity

G4, Vested

G2, Vested - Reciprocity

G4, Vested

G4, Vested - Auto Defer - Code 31700

G5, Vested

G5, Vested- Reciprocity

G7, Vested - Auto Defer - Code 31700
G4, Vested - Auto Defer - Code 31700
G5, Vested - Auto Defer - Code 31700
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1909.4.6

1909.4.7

1909.4.8

1909.4.9

1909.5.1

1909.5.2

1909.5.3

1909.6.1

1909.6.2

Member Account Refunds:
The Board ratified the actions as listed below for the following members regarding refunds:

Name Retirement Plan Type
Diallo, Demba S7, Non-vested
Dizon, Paul Jorge G7, Non-vested
Howard, Kimberley (QDRO) G2, Non-vested
Lewis, lvory G7, Non-vested
Marquez, Javier G7, Non-vested
Murillo, Daniel G4, Non-vested
Naranjo, Natalie G7, Non-vested
Szopa, Robert G7, Non-vested

Member Account Rollovers:
The Board ratified the actions as listed below for the following members regarding rollovers:

Name Retirement Plan Type
Muse, Sara G7, Non-vested
Satterwhite, Beverly G7, Non-vested

Member Account Redeposits: None.
Acceptance of Trustees’ Reports of Educational Activities: None.
Consideration of Agenda Items, if any, removed from the Consent Agenda: None.

Presentation of the June 30, 2019, Actuarial Valuation Report by Milliman, Inc.: Nick Collier and Craig
Glyde of Milliman, Inc. presented the results and recommendations of SamCERA’s Actuarial Valuation
Report as of June 30, 2019. The report was accepted without objection by the Board.

Approval of Resolution Accepting Recommendations to Be Made for Fiscal Year 2020-2021 Employer
and Member Contribution Rates: After Nick Collier and Craig Glyde’s presentation, Mr. Hoefer called
for a motion on the resolution accepting recommendations made for fiscal year 2020-2021 Employer
and Member Contribution Rates.

Action: Mr. Hackleman motioned to approve the resolution accepting recommendations made for
fiscal year 2020-2021 Employer and Member Contribution Rates. The motion was seconded by Mr.
David and carried a vote of 6-0, with trustees Battey, David, Hackleman, Hoefer, O’Malley and Raw all in
favor; none opposed.

Report on Preliminary Monthly Portfolio Performance Report for the Period Ended August 31, 2019:
Mr. Coultrip informed the Board that the preliminary monthly performance report could be found in the
Board’s Day of folder. Mr. Coultrip discussed the preliminary monthly performance report with the
Board. He reported that SamCERA’s net preliminary return for August was -1%, bringing the preliminary
trailing twelve-month return ending August 2019 to 4% net. This item was informational and for
discussion only, no action was taken.

Discussion and Approval of New Asset Allocation Policy Portfolio: Ms. Jadallah presented the results
of the refined asset mixes not containing risk parity and answered questions from the Board.

Minutes of Regular Meeting, September 24, 2019 Page 3 of 5



Action: Mr. David motioned to approve the new asset allocation policy portfolio not containing risk
parity. The motion was seconded by Mr. Raw and carried a vote of 6-0, with trustees Battey, David,
Hackleman, Hoefer, O’Malley and Raw all in favor; none opposed.

1909.7.1 Discussion and Approval of Interest Crediting Policy: After a review of the policy with the Board, Mr.
Hood noted that there are no recommended changes to the current methodology but rather just
amendments to the Policy’s verbiage for ease of administration and to reflect the current account
structure. Mr. Hood reviewed the proposed language changes with the Board.

Action: Mr. David motioned to approve the resolution amending the Interest Crediting Policy. The
motion was seconded by Mr. Raw and carried a vote of 6-0, with trustees Battey, David, Hackleman,
Hoefer, O’Malley and Raw all in favor; none opposed.

This item was taken out of order and heard after item 5.3.

1909.7.2 Approval of SACRS Voting Delegate and Alternates for the SACRS Fall 2019 Business Meeting: Mr.
Hood and the Board discussed the upcoming SACRS Fall Conference taking place November 12-15 in
Monterey, CA. Staff recommended the Board designate Al David as the Voting Delegate, Katherine
O’Malley, as the First Delegate Alternate and Scott Hood, CEO as the Second Delegate Alternate to cast
SamCERA’s votes at the SACRS Fall Conference.

Action: Mr. Battey motioned to approve staff’s recommendation to designate Al David as the Voting
Delegate, Katherine O’Malley as the First Delegate Alternate and Scott Hood, CEO as the Second
Delegate Alternate to cast SamCERA’s votes at the SACRS Fall 2019 Conference. The motion was
seconded by Mr. Raw and carried a vote of 6-0, with trustees Battey, David, Hackleman, Hoefer,
O’Malley and Raw all in favor; none opposed.

1909.8.1 Chief Executive Officer’s Report: Mr. Hood informed the Board that SamCERA’s lease agreement had
recently been signed and that construction may begin in October. Mr. Hood reported his attendance at
the CALAPRS Administrator’s Institute in Carmel, CA. He noted the items in the Day of folder including
the Board of Retirement Workplan and draft copy of the 2020 Meeting Schedule. He noted that the
Board of Supervisors had approved the amended Board of Retirement regulations. He also mentioned
Mr. Paulden of Brown Armstrong, will attend next month’s meeting to present the CAFR and Audit
Management Report and that the Audit Committee would meet before the October Board Meeting.

1909.8.2 Assistant Executive Officer’s Report: Ms. Smith informed the Board of the County’s Employees
Engagement Survey and reported that 100% of staff had completed it. Ms. Smith updated the Board on
staff’s visit with Santa Barbara and Los Angeles retirement systems regarding their processing of
disability retirement applications.

1909.8.3 Chief Investment Officer’s Report: Mr. Coultrip called to attention the June 2019 Performance Pulse in
the Board’s Day Of folder. Mr. Coultrip informed the Board that staff will be conducting manager
reviews on October 3™ and October 10,

1909.8.4 Chief Legal Counsel’s Report: Ms. Carlson informed the Board that she plans to provide a legislative
update on the chaptered bills at next month’s Board meeting.

C1 Consideration of Disability Items, if any, removed from the Consent Agenda: None.

1909.10 Adjournment: Mr. Hoefer adjourned the meeting at 11:28 a.m. in memory of the deceased members
listed below.
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Hansen, Carl September 2, 2019 Mental Health

Gomes, Rita August 4, 2019 Social Services
Scott Hood Anne Trujillo
Chief Executive Officer Retirement Executive Secretary

Minutes of Regular Meeting, September 24, 2019 Page 5 of 5



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

October 29, 2019 Agenda ltems 4.1- 4.9

TO: Board of Retirement

Ly &

FROM: Elizabeth LeNguyen, Retirement Benefits Manager

SUBJECT: Approval of Consent Agenda Items 4.1 —4.9

4.1 Disability Retirements

a) The Board find that Sergio Gonzalez-Pavez (1) is permanently incapacitated from the
performance of his usual and customary duties as a Mental Health Program Specialist, (2)
find that his disability was not the result of an illness arising out of and in the course of his
employment and (3) grant his application for a non-service-connected disability retirement.

4.2 Survivor Death Benefits
None.

4.3 Service Retirements

The Board ratifies the service retirement for the individuals listed below as follows:

Name

Effective Retirement Date

Department

Bise, Eugene

August 27, 2019

San Mateo Medical Center

Cabebe, Elisa

August 24, 2019

Sheriff's Dept.

Cobb, Robert

August 11, 2019

Human Service Agency

Fan, Li-Ping

August 3, 2019

Behavioral Health and Recovery

Lasker, Paul

August 2, 2019

Agriculture

Mastrangelo, Maria

August 10, 2019

Agriculture

Mejia, Ingrid August 10, 2019 Dept of Public Works
O'Brien, Victoria August 24, 2019 Sheriff's Dept.
Raji, Fatna August 11, 2019 Correctional Health

Ramdas, Raksha

August 8, 2019

Deferred from Public Health

Sudano, Patrina

August 18, 2019

Sheriff's Dept.

Wilson, Sebastian

August 31, 2019

San Mateo Superior Court

4.4 Continuances




The Board ratifies the granting of a continuance to the following individuals:

Survivor’s Name

Beneficiary of:

Green, Joann

Green, Raymond

Loeb, Peter

Morrison, Nancy

Sacher, Edward

Mastrangelo, Maria

4.5 Deferred Retirements

The Board ratifies the deferred retirements as listed below for the following individuals:

Name

Retirement Plan Type

Balbona, Erin

G7, Non-vested- Reciprocity

Catbagan, John

G4, Vested - Auto Defer - Code 31700

Hall, Rosa

G7, Vested - Auto Defer - Code 31700

Feng, Tzu-Ying

G5, Vested - Auto Defer - Code 31700

Keovongsa, Karen

G7, Non-vested- Reciprocity

Mair, Aaron

G4, Vested- Reciprocity

Raffin, Eric

G7, Vested- Reciprocity

Redding, Michael

G7, Vested - Auto Defer - Code 31700

Sadarangani-Holte, Rakhi

G4, Vested - Auto Defer - Code 31700

Tomas, Ruby

G4, Vested - Auto Defer - Code 31700

Vera Cruz, Enrique

G5, Non-vested- Reciprocity

Williams, Nicole

G4, Vested - Auto Defer - Code 31700

4.6 Member Account Refunds

The Board ratifies the refunds as listed below for the following individuals:

Name

Retirement Plan Type

Castillo, Martha

G7, Non-vested

Gunther, Daniel

G5, Non-vested

Leuck, Grace

G7, Non-vested

Lee, Amarra

G5, Vested

Ramirez de Cartagena, Michael

G5, Non-vested

Ramirez de Cartagena, Michael (QDRO)

G4, Vested




Vera-Garcia, Javier

G5, Non-vested

4.7 Member Account Rollovers

The Board ratifies the rollovers as listed below for the following individuals:

Name

Retirement Plan Type

Harnish, Regina

G7, Non-vested

Mefford, Tatiana

G7, Non-vested

4.8 Member Account Redeposits

None.

4.9 Acceptance of Trustees’ Reports of Educational Activities Through Outside Provider

None.




SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

October 29, 2019 Agenda Item 4.10
TO: Board of Retirement

FROM: Scott Hood, Chief Executive Officer %ég

SUBJECT: Agreement with K &L Gates, LLP For Bankruptcy Counsel Services.

Recommendation
Approve a resolution ratifying an agreement with K &L Gates, LLP For Bankruptcy Counsel
Services.

Background
SamCERA is a limited partner in Sheridan Il, an alternative investment. Recently, a bankruptcy
petition was filed in the matter of Sheridan Holding Company Il, LLC et al.

Discussion
Staff determined that it would be in SamCERA’s best interest if bankruptcy counsel was
promptly retained to provide timely advice on the Sheridan Holding Company Il bankruptcy.

Staff conferred with another public entity that is a limited partner in Sheridan Il. This entity had
retained K &L Gates, LLP and staff determined that it would be efficient and economical to use
the same counsel.

The retainer agreement sets forth a discounted current hourly billing rate of: $540 per hour for
the primary partner assigned to the case as well as other partners; $626 for senior partners;
$390 for junior associates; $460 for associates; and $490 senior associates. We are only billed
for requested services provided and it is anticipated that this bankruptcy matter will be
completed within three years.

The resolution provides that the Board of Retirement ratifies the agreement with SamCERA and
K & L Gates LLP for bankruptcy counsel services giving approval up to $75,000.

Attachment
Resolution Authorizing the Chief Executive Officer to Execute an Agreement for with K & L
Gates, LLP for bankruptcy counsel services



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION

RESOLUTION RATIFYING AGREEMENT WITH K&L GATES LLP FOR BANKRUPTCY
COUNSEL SERVICES.

RESOLUTION 2019-__

WHEREAS, Article XVI, §17 of the Constitution of the State of California vests the Board
with plenary authority and fiduciary responsibility for the investment of
moneys and the administration of the system; and

WHEREAS, the Board adopted a resolution making Government Code section 31529.9
effective for SamCERA, and by such action, the Board is authorized to contract
with attorneys in private practice; and

WHEREAS, the Chief Executive Officer determined that it was in the best interest of
SamCERA to enter into a retainer agreement with K & L Gates LLP for
bankruptcy legal services in the bankruptcy of Sheridan Holding Company I,
and such agreement was needed prior to the next regular Board meeting; and

WHEREAS, the Board desires to ratify that agreement with K & L Gates LLP for services
in regard to the matter of Sheridan Holding Company Il and it is anticipated
that the matter will be resolved within three years, therefore, be it

ResOLVED, that the Board of Retirement hereby ratifies the agreement with SamCERA
and K & L Gates LLP for bankruptcy counsel services giving approval up to
$75,000.

Regularly passed and adopted, by the San Mateo County Employees’ Retirement
Association, Board of Retirement, on October 29, 2019.

Ayes, Trustees:
Noes, Trustees:
Absent, Trustees:

Abstain, Trustees:

Al David, Board Secretary



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

October 29, 2019 Agenda Item 4.11

TO: Board of Retirement
FROM: Scott Hood, Chief Executive Officer f%ég

SUBJECT: SACRS Business Meeting Topics for the Fall 2019 Conference

Recommendation

Authorize SamCERA’s Voting Delegate and Alternate to Approve the Minutes of the SACRS May
2019 Business Meeting and to vote in favor of SACRS Omnibus Bill SB 783 and Los Angeles County
Employees’ Retirement System (LACERA) proposal as well as voting in the best interest of
SamCERA on any new action items that may be added to the November 2019 Business Meeting
Agenda.

Background

The SACRS Business Meeting will be held Friday, November 15, 2019. Prior to each Business
Meeting, the Board discusses items to be voted on and gives SamCERA’s Voting Delegate and
Alternates direction.

Discussion

There are two proposed legislative changes that will require a vote. The first item, SB 783, is a
SACRS bill that the legislative committee worked on to develop technical and/or clarifying
amendments to the CERL. The highlights are:

e Consolidate the military service-credit statues to better conform to federal law and
ensure members who are called to duty are made whole for their time away.

e Affirm the recent Mijares v. OCERS appellate case regarding an employer’s liability and
obligation to make contributions for pension benefits.

e Allow counties to authorize members to purchase parental leave service credit, aligning
with CalPERS and CalSTRS statutes and evolving law about family leave.

e Clarify existing law regarding which benefit tier a member rejoins when reinstated to
active service after an involuntary separation is overturned.

e Allow Boards to delegate to staff the authority to finalize retirement applications and put
retirees on payroll, in compliance with the Wilmot v. CCCERA ruling.

e Provide flexibility to systems to accept retirement applications earlier than the current
60-day limit.

e Allow for the lump-sum distribution of contributions when a member reaches mandatory
distribution age instead of requiring a monthly pension benefit that may be only a few
dollars.

e Update incorrect statutory references and make other technical changes.

1



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

The second item is a legislative proposal from LACERA to amend sections 31726 and 31726.5 to
eliminate the limitation on the disability benefits should a member be found disabled due to their
intemperate use of alcoholic liquor or drugs.

Additionally, per SamCERA tradition, because additional items could be added prior to the vote,
if the Voting Delegate wishes to vote, the Voting Delegate is bound to vote in a manner that the
delegate considers to be in the best interests of SamCERA.

Attachment
SACRS Business Agenda Packet



Providing insight. Fostering oversight.

SACRS

SACRS Business Meeting Packet

Friday, November 15, 2019
10:00 AM - Upon Adjournment
Hyatt Regency Monterey Hotel and Spa

1 Old Golf Course Rd
Monterey, CA 93940

STATE ASSOCIATION of
COUNTY RETIREMENT SYSTEMS 1225 8th St., Suite 550, Sacramento, CA 95814 T (916) 701-5158 SACRS.ORG



Providing insight. Fostering oversight.

SACRS

SACRS Business Meeting Agenda
Friday, November 15, 2019
10:00 AM - Upon Adjournment
Hyatt Regency Monterey
Monterey, CA
SACRS Parliamentarian — TBD
Sergeant at Arms — Bob Goodchild, San Diego CERA

1. SACRS System Roll Call
Kathryn Cavness, Mendocino CERA, SACRS Secretary

2. Secretary’s Report - Receive and File
Kathryn Cavness, Mendocino CERA, SACRS Secretary

A. May 2019 SACRS Business Meeting Minutes

3. Treasurer’s Report - Receive and File
Harry Hagen, Santa Barbara CERS, SACRS Treasurer

A. July 2019 — August 2019 Financials

4. SACRS President Report - No Action
Dan McAllister, San Diego CERA, SACRS President

A. SACRS President Update

5. SACRS Legislative Committee Update - Vote
Eric Stern, Sacramento CERS and Dave Nelsen, Alameda CERA — SACRS Legislative Committee
Co-Chairs

A. 2019 Legislative Report — No Action
B. SACRS Omnibus Bill SB 783- Vote
C. Los Angeles CERA Proposal — Vote

6. SACRS Nomination Committee - 2020-2021 SACRS Election Notice — No Action
Ray McCray, San Joaquin CERA, SACRS Nomination Committee Chair

A. SACRS Election Notice 2020-2021

7. SACRS Audit Report — No Action
Steve Delaney, Orange CERS, SACRS Audit Committee Chair

A. SACRS Audit Committee Update
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Providing insight. Fostering oversight.

SACRS

8. SACRS Education Committee Report — No Action
JJ Popowich, Los Angeles CERA, SACRS Education Committee Chair

A. SACRS Fall Conference Evaluations 2019

9. SACRS Program Committee Report — No Action
Vivian Gray, Los Angeles CERA, SACRS Program Committee Chair

A. SACRS Fall Conference Report 2019

10. SACRS Affiliate Committee Report — No Action
Ben Lazarus, Parametric, SACRS Affiliate Committee Chair

A. Affiliate Committee Update

11. SACRS Bylaws Committee Report — No Action
Johanna Fontenot, Los Angeles CERA, SACRS Bylaws Committee Chair

A. Bylaws Committee Update

12. SACRS Fall Conference Breakout Reports — No Action
A representative from each breakout will give report on their meetings.

Administrators

Counsel

Disability/ Operations & Benefits Combo
Internal Auditors

Investment Officers

Safety Trustees

General Trustees

G MmO O ®m P

13. Adjournment
Next scheduled SACRS Association Business Meeting will be held Friday, May 15, 2020 at the
Paradise Point Hotel and Resort in San Diego, CA.
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SACRS

1. SACRS System Roll Call
Kathryn Cavness, Mendocino CERA, SACRS Secretary
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SACRS

1. SACRS System Roll Call
Kathryn Cavness, SACRS Secretary

Providing insight. Fostering oversight.

System

In Attendance

Absent

Delegate/Alternate Name

Alameda

Contra Costa

Fresno

Imperial

Kern

Los Angeles

Marin

Mendocino

Merced

Orange

Sacramento

San
Bernardino

San Diego

San Joaquin

San Mateo

Santa Barbara

Sonoma

Stanislaus

Tulare

Ventura

Total

STATE ASSOCIATION of
COUNTY RETIREMENT SYSTEMS
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SACRS

2. Secretary’s Report - Receive and File
Kathryn Cavness, Mendocino CERA, SACRS Secretary

A. May 2019 SACRS Business Meeting Minutes
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SACRS

SACRS Business Meeting Minutes
Friday, May 10, 2019
10:00 AM - Upon Adjournment
Resort at Squaw Creek
Lake Tahoe, CA
SACRS Parliamentarian — Lance Kjeldgaard
Sergeant at Arms — Bob Goodchild, San Diego CERA

Meeting called to order at 9:48 AM by President Dan McAllister

SACRS Board Members Present: Dan McAllister, President; Vivian Gray, Vice President; Kathryn
Cavness, Secretary; Harry Hagen, Treasurer; Chris Cooper, Board Member; Roger Hilton, Board
Member; Ray McCray, Immediate Past President; and Ben Lazarus, Affiliate Chair

1. SACRS System Roll Call
Kathryn Cavness, Mendocino CERA, SACRS Secretary

20 SACRS Member Systems Present

Alameda, Contra Costa, Fresno, Imperial, Kern, Los Angeles, Marin, Mendocino,

Merced, Orange, Sacramento, San Bernardino, San Diego, San Joaquin, San Mateo, Santa
Barbara, Sonoma, Stanislaus, Tulare and Ventura

At the time of roll call, San Bernardino CERA did not have a voting proxy present. Louis
Fiorino arrived as SBCERA’s delegate after the meeting was called to order and item 4.

2. Secretary’s Report - Receive and File
Kathryn Cavness, Mendocino CERA, SACRS Secretary

A. November 2018 SACRS Business Meeting Minutes
Motion: A motion to adopt the November 2018 Business Meeting Minutes was made by San
Diego CERA.
2"d: Santa Barbara CERS
Yes: 19
No: 0
Abstain: 0
Absent: 1 - San Bernardino CERS
Motion Passes
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SACRS

3. Treasurer’s Report - Receive and File
Harry Hagen, Santa Barbara CERS, SACRS Treasurer

A. July 2018 — February 2019 Financials
Motion: A motion to approve the Treasurers report was made by Los Angeles CERA.
2"¢: Imperial CERS
Yes: 19
No: 0
Abstain: 0
Absent: 1 - San Bernardino CERS
Motion Passes

4. SACRS President Report - No Action
Dan McAllister, San Diego CERA, SACRS President

A. SACRS President Update
Discussion: No action taken, information only.

5. SACRS Legislative Committee Update — No Action
Eric Stern, Sacramento CERS & Dave Nelsen, Alameda CERA, SACRS Legislative Committee Co-
Chairs

A. 2019 Legislative Report
Discussion: No action taken, information only. Bills to watch; SACRS Bill SB 783 is a technical
cleanup bill for the CERL; AB 664 (Cooper) County Employees Permanent Incapacity; AB 1212
(Levine) Infrastructure Investment; AB 1320 (Nazarian) Divestment in Turkey; ab 233 (Bonta)
Divestment in Private Prisons; AB 1332 (Bonta) Sanctuary State Contracting.

6. SACRS Nomination Committee - 2019-2020 SACRS Elections — Action
Ray McCray, San Joaquin CERA, SACRS Nomination Committee Chair

A. SACRS Election 2019-2020
Motion: A motion to approve the Nomination Committee recommendation for the 2019-2020
Board of Directors was made by Fresno CERA. Recommendation includes - Dan McAllister,
President; Vivian Gray, Vice President; Kathryn Cavness, Secretary; Harry Hagen, Treasurer; Chris
Cooper, Board Member and Roger Hilton, Board Member.
2"¢: San Diego CERA
Yes: 20
No: 0
Abstain: 0
Motion Passes
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SACRS

7. SACRS Audit Report — Action
Steve Delaney, Orange CERS, SACRS Audit Committee Chair

A. SACRS 2017-2018 Audit Report
Motion: A motion to approve the Audit report was made by Los Angeles CERA.
2": Imperial CERS
Yes: 19
No: 0
Abstain: 1 - Contra Costa
Motion Passes

8. SACRS Education Committee Report — No Action
JJ Popowich, Los Angeles CERA, SACRS Education Committee Chair

A. SACRS Spring Conference Evaluations 2019
Discussion: No action taken, information only, a verbal report was provided by JJ Popowich,
Committee Chair. Feedback was positive and the committee had many attendees at their
meeting. Many attendees utilized the online survey during the conference, more
communication/instructions on how to access accounts will be needed in future conferences.
Attendees were reminded to complete their evaluations online to receive credit toward their 24
hours of required continuing education.

9. SACRS Program Committee Report — No Action
Vivian Gray, Los Angeles CERA, SACRS Program Committee Chair

A. SACRS Spring Conference Report 2019

Discussion: No action taken, information only, a verbal report was provided by Vivian Gray,
Committee Chair. Vivian thanked the committee members for their efforts and hard work
developing a great program. Vivian asked members to please submit ideas for topics and
suggestion online at the sacrs.org website.

10. SACRS Affiliate Committee Report — No Action
Ben Lazarus, Parametric, SACRS Affiliate Committee Chair

A. Affiliate Committee Update
Discussion: No action taken, information only, a verbal report was provided by Ben Lazarus,
Committee Chair. Ben thanked the Affiliate Committee members and Tim Price for assisting with
the developing the Affiliate Breakout session on Wednesday. The Affiliates also discussed the UC
Berkeley program, Affiliate Member Guideline amendments and elections for the committee.
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SACRS

11. SACRS Bylaws Committee Report — No Action
Johanna Fontenot, Los Angeles CERA, SACRS Bylaws Committee Chair

A. Bylaws Committee Update

Discussion: No action taken, information only, a verbal report was provided by Sulema
Peterson. Update on bylaw amendments are forthcoming, the committee is reviewing for
changes in management and structure for committees.

12. SACRS Fall Conference Breakout Reports — No Action
A representative from each breakout will give report on their meetings.
A. Administrators — Eric Stern reported that Debby Cherney will moderate the
Administrators session at the Fall 2019 Conference.
B. Counsel —Johanna Fontenot will moderate the Counsel session at the Fall 2019
Conference.
C. Disability/ Operations & Benefits Combo — No Report, Arlene Owens will moderate
the Tuesday Disability/Ops session at the Fall 2019 Conference.
Internal Auditors — No Report
E. Investment Officers — Tim Price will moderate the Investment session at the Fall
2019 Conference. They will have a closed-door session separate from the Affiliate
breakout.
F. Safety Trustees — Brian Williams will moderate the Safety session at the Fall 2019
Conference.
G. General Trustees — Dan McAllister reported that Gina Sanchez will moderate the
Tuesday Trustee session at the Fall 2019 Conference.

13. Adjournment
Next scheduled SACRS Association Business Meeting will be held Friday, November 15, 2019,
Hyatt Regency Hotel & Spa, Monterey, CA.

Motion: A motion to adjourn at 10:08 am was made by Mendocino CERA.
2": Fresno CERA

Yes: 20

No: 0

Motion Passes
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SACRS

3. Treasurer’s Report - Receive and File
Harry Hagen, Santa Barbara CERS, SACRS Treasurer

A. July 2019 — August 2019 Financials
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9:44 PM STATE ASSOCIATION OF COUNTY RETIREMENT SYSTEMS

Balance Sheet
As of August 31, 2019

09/30/19
Accrual Basis

ASSETS
Current Assets

Checking/Savings

1000 - First Foundation Bank-Checking

1001 - BofA Interest Checking 4389

1002 - First Foundation Bank ICS Acct

1107 - CalTrust Liquidity Fund
Total Checking/Savings
Other Current Assets

1100 - CalTrust - Medium Term

1104 - CalTrust - BlackRock FedFund

1201 - Deposits in Transit
Total Other Current Assets

Total Current Assets
TOTAL ASSETS

LIABILITIES & EQUITY
Liabilities
Current Liabilities
Other Current Liabilities
2100 - Unrealized Gain (Loss)
2150 - Refund Liability
Total Other Current Liabilities
Total Current Liabilities
Total Liabilities
Equity
32000 - Retained Earnings
Net Income

Total Equity
TOTAL LIABILITIES & EQUITY

Aug 31, 19
I

263,995.07
363,111.91
57,453.38
8,131.39
692,691.75

1,189,358.25
781,346.23
10,534.17
1,981,238.65

2,673,930.40
2,673,930.40

89,757.88

2,510.00
92,267.88
92,267.88
92,267.88

2,298,166.07
283,496.45

2,581,662.52
2,673,930.40
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10:02 PM
09/30/19
Accrual Basis

STATE ASSOCIATION OF COUNTY RETIREMENT SYSTEMS

Profit & Loss
July through August 2019

Ordinary Income/Expense

Income

4100 - Membership Dues

4101 - Affiliates

4102 - Non Profit - Organizations

4103 - Non Profit - Systems

4104 - Systems - Medium

4105 - Systems - Large
Total 4100 - Membership Dues
4270 - UC Berkeley Program

4271 - Registrations

4272 - Sponsorships

4270 - UC Berkeley Program - Other
Total 4270 - UC Berkeley Program
4300 - Fall Conference Registration

4301 - Affiliates - Early

4304 - Non Profit

4305 - Systems

4306 - Non-Members

4300 - Fall Conference Registration - Other
Total 4300 - Fall Conference Registration
4350 - Spring Conference Registration

4352 - Affiliates - Regular

4356 - Non-Members

4357 - Fun Run

4358 - Yoga
Total 4350 - Spring Conference Registration
4900 - Interest Earned

Total Income

Gross Profit

Expense

5000 - Administrative Fee
5001 - Administrative Services
5002 - Awards
5003 - Bank Charges/Credit Card Fees
5010 - Berkeley & Symposium
5013 - Hotel
5015 - Materials/Printing/Design
5016 - Travel
Total 5010 - Berkeley & Symposium
5041 - Consulting
5050 - Fall Conference
5054 - Hotel
5054.2 - Conference
Total 5054 - Hotel

Jul - Aug 19

173,750.01
2,000.00
6,000.00

52,000.00
42,000.00
275,750.01

7,500.00
20,500.00
-2,500.00
25,500.00

142,790.00
240.00
5,400.00
125,490.00
-2,670.00
271,250.00

30,510.00
0.00
150.00
100.00

30,760.00
129.22

603,389.23

603,389.23

15,000.00
825.70
387.35

12,005.02

10,625.53
570.94
510.53

11,707.00

9,332.00

2,000.00
2,000.00
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10:02 PM
09/30/19
Accrual Basis

STATE ASSOCIATION OF COUNTY RETIREMENT SYSTEMS

Profit & Loss
July through August 2019

5056 - Speakers
5058 - Travel
Total 5050 - Fall Conference
5071 - Legal & Professional Fees
5072 - Legislative Advocacy
5080 - Magazine
5082 - Design/Printing/Etc.
Total 5080 - Magazine
6000 - Board & Committees
6001 - Board of Directors
6001.1 - Food & Beverage
6001.2 - Printing/Supplies
6001.3 - Travel - BOD Meetings
6001 - Board of Directors - Other
Total 6001 - Board of Directors
6002 - Legislative Committee Meetings
Total 6000 - Board & Committees
6010 - Office Expenses / Supplies
6011 - Postage & Delivery
6020 - Spring Conference
6021 - Audio/Visual
6022 - Delivery & Shipping
6024 - Hotel
6024.1 - Wednesday Night Event
6024.2 - Conference
6024.3 - Food & Beverage
6024 - Hotel - Other
Total 6024 - Hotel
6025 - Program Material
6026 - Speakers
6028 - Travel
Total 6020 - Spring Conference
6053 - Technology/AMS/Website
6054 - Travel

66900 - Reconciliation Discrepancies

Total Expense

Net Ordinary Income

Net Income

Jul - Aug 19

5,385.00
813.87

8,198.87
2,744.00
10,002.00

2,640.00
2,640.00

4,733.62
598.13
1,854.11
698.82

7,884.68
10.95

7,895.63
1,929.58
368.50

6,155.29
5,966.48

72,476.97
8,306.40
100,844.41
8,476.54
190,104.32
3,573.24
10,875.84
8,855.81
225,530.98
10,223.07
1,103.14
-0.06
319,892.78

283,496.45
283,496.45
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11:02 PM
09/30/19
Cash Basis

STATE ASSOCIATION OF COUNTY RETIREMENT SYSTEMS

Profit & Loss Budget vs. Actual

July through August 2019

Ordinary Income/Expense

Income

4100 - Membership Dues

4101 -
4102 -
4103 -
4104 -
4105 -

Affiliates

Non Profit - Organizations
Non Profit - Systems
Systems - Medium

Systems - Large

Total 4100 - Membership Dues
4250 - Product Income

4255

- Magazine Advertising

Total 4250 - Product Income
4270 - UC Berkeley Program

4271
4272
4270

- Registrations
- Sponsorships

- UC Berkeley Program - Other

Total 4270 - UC Berkeley Program

4300 - Fall Conference Registration

4301
4302

4308 -
4304 -
4305 -
4306 -
4307 -
4308 -
4300 -

- Affiliates - Early

- Affiliates - Regular
Affiliates - Late/Onsite
Non Profit

Systems
Non-Members

Fun Run

Yoga

Fall Conference Registration - Other

Total 4300 - Fall Conference Registration

4350 - Spring Conference Registration

4351 -
4352 -
4353 -
4354 -
4355 -
4356 -
4357 -
4358 -

Affiliates - Early
Affiliates - Regular
Affiliates - Late/Onsite
Non Profit

Systems
Non-Members

Fun Run

Yoga

Total 4350 - Spring Conference Registration
4900 - Interest Earned

Total Income

Gross Profit

Expense

5000 - Administrative Fee

5001 - Administrative Services

Jul - Aug 19 Budget $ Over Budget % of Budget
173,750.01 268,750.00 -94,999.99 64.65%
2,000.00 3,000.00 -1,000.00 66.67%
6,000.00 6,000.00 0.00 100.0%
52,000.00 52,000.00 0.00 100.0%
42,000.00 42,000.00 0.00 100.0%
275,750.01 371,750.00 -95,999.99 74.18%
0.00 2,000.00 -2,000.00 0.0%
0.00 2,000.00 -2,000.00 0.0%
7,500.00 100,000.00 -92,500.00 7.5%
20,500.00 55,000.00 -34,500.00 37.27%
-2,500.00
25,500.00 155,000.00 -129,500.00 16.45%
142,790.00 165,230.00 -22,440.00 86.42%
0.00 100,000.00 -100,000.00 0.0%
0.00 35,000.00 -35,000.00 0.0%
240.00 1,000.00 -760.00 24.0%
5,400.00 25,000.00 -19,600.00 21.6%
125,490.00 255,000.00 -129,510.00 49.21%
0.00 1,000.00 -1,000.00 0.0%
0.00 300.00 -300.00 0.0%
-2,670.00
271,250.00 582,530.00 -311,280.00 46.56%
0.00 160,000.00 -160,000.00 0.0%
30,510.00 100,000.00 -69,490.00 30.51%
0.00 35,000.00 -35,000.00 0.0%
0.00 1,000.00 -1,000.00 0.0%
0.00 22,500.00 -22,500.00 0.0%
0.00 255,000.00 -255,000.00 0.0%
150.00 1,000.00 -850.00 15.0%
100.00 350.00 -250.00 28.57%
30,760.00 574,850.00 -544,090.00 5.35%
129.22
603,389.23 1,686,130.00 -1,082,740.77 35.79%
603,389.23 1,686,130.00 -1,082,740.77 35.79%
15,000.00 180,000.00 -165,000.00 8.33%
825.70 500.00 325.70 165.14%
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11:02 PM
09/30/19

Cash Basis

STATE ASSOCIATION OF COUNTY RETIREMENT SYSTEMS

5002 - Awards
5003 - Bank Charges/Credit Card Fees
5010 - Berkeley & Symposium
5011 - Audio/Visual
5013 - Hotel
5014 - Food & Beverage
5015 - Materials/Printing/Design
5016 - Travel
5017 - UC Berkeley
Total 5010 - Berkeley & Symposium
5030 - CERL
5031 - Materials/Printing/Design
5032 - Shipping
Total 5030 - CERL
5040 - Commissions & Fees
5041 - Consulting
5042 - Dues & Subscriptions
5050 - Fall Conference
5051 - Audio/Visual
5052 - Delivery & Shipping
5053 - Entertainment
5054 - Hotel
5054.1 - Wednesday Night Event
5054.2 - Conference
5054 - Hotel - Other
Total 5054 - Hotel
5055 - Program Material
5056 - Speakers
5057 - Supplies
5058 - Travel
Total 5050 - Fall Conference
5070 - Insurance
5071 - Legal & Professional Fees
5072 - Legislative Advocacy
5080 - Magazine
5081 - Delivery & Shipping
5082 - Design/Printing/Etc.
5080 - Magazine - Other
Total 5080 - Magazine
6000 - Board & Committees
6001 - Board of Directors
6001.1 - Food & Beverage
6001.2 - Printing/Supplies
6001.3 - Travel - BOD Meetings

July through August 2019

Profit & Loss Budget vs. Actual

Jul - Aug 19 Budget $ Over Budget % of Budget
387.35 500.00 -112.65 77.47%
12,005.02 36,000.00 -23,994.98 33.35%
0.00 2,200.00 -2,200.00 0.0%
10,625.53 12,000.00 -1,374.47 88.55%
0.00 13,000.00 -13,000.00 0.0%
570.94 2,900.00 -2,329.06 19.69%
510.53 2,500.00 -1,989.47 20.42%
0.00 206,000.00 -206,000.00 0.0%
11,707.00 238,600.00 -226,893.00 4.91%
0.00 16,500.00 -16,500.00 0.0%
0.00 1,300.00 -1,300.00 0.0%
0.00 17,800.00 -17,800.00 0.0%
0.00 20,000.00 -20,000.00 0.0%
9,332.00 19,992.00 -10,660.00 46.68%
0.00 3,700.00 -3,700.00 0.0%
0.00 50,000.00 -50,000.00 0.0%
0.00 2,500.00 -2,500.00 0.0%
0.00 6,500.00 -6,500.00 0.0%
0.00 75,000.00 -75,000.00 0.0%
2,000.00 15,000.00 -13,000.00 13.33%
0.00 275,000.00 -275,000.00 0.0%
2,000.00 365,000.00 -363,000.00 0.55%
0.00 30,000.00 -30,000.00 0.0%
5,385.00 50,000.00 -44,615.00 10.77%
0.00 1,000.00 -1,000.00 0.0%
813.87 15,000.00 -14,186.13 5.43%
8,198.87 520,000.00 -511,801.13 1.58%
0.00 5,000.00 -5,000.00 0.0%
2,744.00 35,000.00 -32,256.00 7.84%
10,002.00 60,012.00 -50,010.00 16.67%
0.00 600.00 -600.00 0.0%
2,640.00 20,000.00 -17,360.00 13.2%
0.00 5,200.00 -5,200.00 0.0%
2,640.00 25,800.00 -23,160.00 10.23%
4,733.62 8,500.00 -3,766.38 55.69%
598.13 4,000.00 -3,401.87 14.95%
1,854.11 11,000.00 -9,145.89 16.86%
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Cash Basis Profit & Loss Budget vs. Actual
July through August 2019

Jul - Aug 19 Budget $ Over Budget % of Budget
6001.4 - Travel - Miscellaneous BOD 0.00 1,200.00 -1,200.00 0.0%
6001 - Board of Directors - Other 698.82 3,000.00 -2,301.18 23.29%
Total 6001 - Board of Directors 7,884.68 27,700.00 -19,815.32 28.47%
6002 - Legislative Committee Meetings 10.95 250.00 -239.05 4.38%
6003 - Program Committee Meetings 0.00 2,500.00 -2,500.00 0.0%
6000 - Board & Committees - Other 0.00 175.00 -175.00 0.0%
Total 6000 - Board & Committees 7,895.63 30,625.00 -22,729.37 25.78%
6010 - Office Expenses / Supplies 1,929.58 2,500.00 -570.42 77.18%
6011 - Postage & Delivery 368.50 2,500.00 -2,131.50 14.74%
6020 - Spring Conference
6021 - Audio/Visual 6,155.29 50,000.00 -43,844.71 12.31%
6022 - Delivery & Shipping 5,966.48 3,000.00 2,966.48 198.88%
6023 - Entertainment 0.00 6,500.00 -6,500.00 0.0%
6024 - Hotel
6024.1 - Wednesday Night Event 72,476.97 75,000.00 -2,523.03 96.64%
6024.2 - Conference 8,306.40
6024.3 - Food & Beverage 100,844.41
6024 - Hotel - Other 8,476.54 275,000.00 -266,523.46 3.08%
Total 6024 - Hotel 190,104.32 350,000.00 -159,895.68 54.32%
6025 - Program Material 3,573.24 35,000.00 -31,426.76 10.21%
6026 - Speakers 10,875.84 50,000.00 -39,124.16 21.75%
6027 - Supplies 0.00 1,000.00 -1,000.00 0.0%
6028 - Travel 8,855.81 15,000.00 -6,144.19 59.04%
Total 6020 - Spring Conference 225,530.98 510,500.00 -284,969.02 44.18%
6050 - Strategic Facilitator 0.00 10,000.00 -10,000.00 0.0%
6051 - Taxes & Licenses 0.00 50.00 -50.00 0.0%
6053 - Technology/AMS/Website 10,223.07 30,000.00 -19,776.93 34.08%
6054 - Travel 1,103.14 10,000.00 -8,896.86 11.03%
66900 - Reconciliation Discrepancies -0.06
Total Expense 319,892.78 1,759,079.00 -1,439,186.22 18.19%
Net Ordinary Income 283,496.45 -72,949.00 356,445.45 -388.62%
Net Income 283,496.45 -72,949.00 356,445.45 -388.62%
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STATE ASSOCIATION OF COUNTY
RETIREMENT SYSTEMS
2019-2020 Budget

Budget
Ordinary Income/Expense
Income
4100 - Membership Dues
4101 - Affiliates 268,750.00
4102 - Non Profit - Organizations 3,000.00
4103 - Non Profit - Systems 6,000.00
4104 - Systems - Medium 52,000.00
4105 - Systems - Large 42,000.00
Total 4100 - Membership Dues 371,750.00
4250 - Product Income
4255 - Magazine Advertising 2,000.00
Total 4250 - Product Income 2,000.00
4270 - UC Berkeley Program
4271 - Registrations 100,000.00
4272 - Sponsorships 55,000.00
4270 - UC Berkeley Program - Other
Total 4270 - UC Berkeley Program 155,000.00
4300 - Fall Conference Registration
4301 - Affiliates - Early 165,230.00
4302 - Affiliates - Regular 100,000.00
4303 - Affiliates - Late/Onsite 35,000.00
4304 - Non Profit 1,000.00
4305 - Systems 25,000.00
4306 - Non-Members 255,000.00
4307 - Fun Run 1,000.00
4308 - Yoga 300.00
4300 - Fall Conference Registration - Other
Total 4300 - Fall Conference Registration 582,530.00
4350 - Spring Conference Registration
4351 - Affiliates - Early 160,000.00
4352 - Affiliates - Regular 100,000.00
4353 - Affiliates - Late/Onsite 35,000.00
4354 - Non Profit 1,000.00
4355 . Systems 22,500.00
4356 - Non-Members 255,000.00
4357 - Fun Run 1,000.00
4358 - Yoga 350.00
Total 4350 - Spring Conference Registration 574,850.00
4900 - Interest Earned
Total Income 1,686,130.00
Gross Profit 1,686,130.00
Expense
5000 - Administrative Fee 180,000.00

5001 - Administrative Services 500.00



5002 - Awards
5003 - Bank Charges/Credit Card Fees
5010 - Berkeley & Symposium
5011 - Audio/Visual
5013 - Hotel
5014 - Food & Beverage
5015 - Materials/Printing/Design
5016 - Travel
5017 - UC Berkeley
Total 5010 - Berkeley & Symposium
5030 - CERL
5031 - Materials/Printing/Design
5032 - Shipping
Total 5030 - CERL
5040 - Commissions & Fees
5041 - Consulting
5042 - Dues & Subscriptions
5050 - Fall Conference
5051 - Audio/Visual
5052 - Delivery & Shipping
5053 - Entertainment
5054 - Hotel
5054.1 - Wednesday Night Event
5054.2 - Conference
5054 - Hotel - Other
Total 5054 - Hotel
5055 - Program Material
5056 - Speakers
5057 - Supplies
5058 - Travel
Total 5050 - Fall Conference
5070 - Insurance
5071 - Legal & Professional Fees
5072 - Legislative Advocacy
5080 - Magazine
5081 - Delivery & Shipping
5082 - Design/Printing/Etc.
5080 - Magazine - Other
Total 5080 - Magazine
6000 - Board & Committees
6001 - Board of Directors
6001.1 - Food & Beverage
6001.2 - Printing/Supplies
6001.3 - Travel - BOD Meetings
6001.4 - Travel - Miscellaneous BOD
6001 - Board of Directors - Other

500.00
36,000.00

2,200.00
12,000.00
13,000.00

2,900.00

2,500.00

206,000.00

238,600.00

16,500.00
1,300.00

17,800.00
20,000.00
19,992.00

3,700.00

50,000.00
2,500.00
6,500.00

75,000.00
15,000.00
275,000.00

365,000.00
30,000.00
50,000.00

1,000.00
15,000.00

520,000.00
5,000.00
35,000.00
60,012.00

600.00
20,000.00
5,200.00

25,800.00

8,500.00
4,000.00
11,000.00
1,200.00
3,000.00




Total 6001 - Board of Directors
6002 - Legislative Committee Meetings
6003 - Program Committee Meetings
6000 - Board & Committees - Other
Total 6000 - Board & Committees
6010 - Office Expenses / Supplies
6011 - Postage & Delivery
6020 - Spring Conference
6021 - Audio/Visual
6022 - Delivery & Shipping
6023 - Entertainment
6024 - Hotel
6024.1 - Wednesday Night Event
6024.2 - Conference
6024.3 - Food & Beverage
6024 - Hotel - Other
Total 6024 - Hotel
6025 - Program Material
6026 - Speakers
6027 - Supplies
6028 - Travel
Total 6020 - Spring Conference
6050 - Strategic Facilitator
6051 - Taxes & Licenses
6053 - Technology/AMS/Website
6054 - Travel
66900 - Reconciliation Discrepancies
Total Expense
Net Ordinary Income

Net Income

27,700.00
250.00
2,500.00
175.00

30,625.00
2,500.00
2,500.00

50,000.00
3,000.00

6,500.00

75,000.00

275,000.00

350,000.00
35,000.00
50,000.00

1,000.00
15,000.00

510,500.00
10,000.00
50.00
30,000.00
10,000.00

1,759,079.00

-72,949.00

-72,949.00
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4. SACRS President Report - No Action
Dan McAllister, San Diego CERA, SACRS President

A. SACRS President Update
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5. SACRS Legislative Committee Update - Vote
Eric Stern, Sacramento CERS and Dave Nelsen, Alameda CERA — SACRS Legislative Committee
Co-Chairs

A. 2019 Legislative Report — No Action
B. SACRS Omnibus Bill SB 783- Vote
C. Los Angeles CERA Proposal — Vote
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SACRS Legislative Committee
Ad Hoc Committee on Employer Liabilities
August 2019

On February 15, 2019, the Legislative Committee established an ad hoc committee to
study the statutory tools that county retirement systems can use to ensure payment of
contributions from employers. Dave Nelsen (Alameda), Gina Ratto (Orange), Eric Stern
(Sacramento), Julie Wyne (Sonoma), and actuarial adivisor Andy Yeung (Segal
Consulting) were appointed to the ad hoc committee.

This memo reflects the ad hoc committee’s findings and recommendations.

Background

This issue gained media attention in recent years as CalPERS exercised its statutory
authority for the first time to reduce benefit payments for retirees after two employers
terminated membership and stopped making required pension payments. CalPERS

also has statutory authority to place a lien on the assets of a terminating agency.

County retirement systems do not have the same enforcement tools as CalPERS,
though several CERL statutes address the retirement board’s authority to require
payments from counties and districts.

e Policy question: Is more legislation needed to provide CERL systems with
sufficient tools to ensure payments from employers?

Recommendations

The ad hoc committee does not recommend any significant legislative changes.

¢ We believe the current statutory structure and case law provide the necessary
legal support for collecting contributions from employers.

e We advise CERL systems to adopt declining employer payroll and/or terminating
employer liability policies to establish a process to identify liabilities and collect
payments from employers.

e We also recommend that CERL systems use strong language in participation
agreements with district employers that include contractual remedies for a
breach.

e We recommend affirming the Mijares ruling in the CERL omnibus bill, SB 783, to
emphasize the Board’s authority to collect contributions from employers,
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regardless of whether the county or district has active employees participating in
the retirement system.

e We do not recommend pursuing CalPERS-type remedies, such as reducing
member’s benefits or securing a lien for collection purposes, though those tools
may be appropriate for a larger system like CalPERS, with 3,000 participating
employers and more resources.

Analysis

e Public employees have a contractual right to an actuarially sound retirement
system. Board of Administration v. Wilson (1997) 52 Cal.App.4t" 1109 at 1137

e Retirement Boards have the sole and exclusive duty to administer the system in
a manner that will assure prompt delivery of benefits and to provide for actuarial
services to assure the competency of assets. County of Orange v. Association of
Orange County Deputy Sheriffs (2011) 192 Cal.App.4t" 21 at 34; Cal.
Constitution Article XVI, Sec. 17

e Contribution rates are binding on the County and participating districts and are
set by law. City of Oakland v. PERS (2002) 95 Cal.App.4™ 29 at 49; In re
Retirement Cases (2003) 110 Cal.App.4th 421 at 453 and CERL Section 31586

e The obligation to pay the unfunded liability arises from predictions and future
estimates about often-fluctuating factors over the years and is a highly variable
amount. Orange, supra at 37

e The court in the Mijjares case that OCERS took up on appeal found that Section
31453.5 applied to both active and inactive employers who have retired
employees currently receiving benefits from the County retirement
system. Mijares v. Orange County Employees Retirement System, 32 Cal.App.
5t 316

e The Mijares court also found that the unfunded liability payment is not required to
be deducted from active employee payroll and recognized the system’s right to
recommend changes in county and district appropriations as necessary. (Section
31453)

e The Mijares court also found that the board’s plenary constitutional authority to
administer the system in a manner that will assure prompt delivery of benefits
and related services to participants and beneficiaries supports the ability to
collect from an employer that has no active payroll but still has deferred or retired
members.
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2020 CERL Clean-Up/Omnibus Bill
August 28, 2019
Dear SACRS Board of Directors:

At its August 16, 2019 meeting, the Legislative Committee approved bill language for a CERL
Omnibus Bill and recommended approval by the SACRS Board of Directors.

A “shell” bill — SB 783 — has been filed on behalf of SACRS by the Senate Committee on Labor,
Public Employment and Retirement. If approved by the SACRS membership at the Fall
Conference, SB 783 can be amended in January 2020 for consideration during the 2020
legislative session.

The enclosed language reflects the work of Legislative Committee members, in collaboration
with system administrators, over the past six months to develop non-controversial, technical,
and clarifying amendments to the CERL. The proposed amendments will help the 1937 Act
systems administer benefits in accordance with changes in federal law and recent appellate
court rulings, provide more flexibility to Retirement Boards, and add parity to the CERL by
aligning certain statutes with CalPERS and CalSTRS laws. Specifically, the amendments:

¢ Consolidate the military service-credit statues to better conform to federal law and
ensure members who are called to duty are made whole for their time away.

o Affirm the recent Mijares v. OCERS appellate case regarding an employer’s liability and
obligation to make contributions for pension benefits.

e Allow counties to authorize members to purchase parental leave service credit, aligning
with CalPERS and CalSTRS statutes and evolving law about family leave.

¢ Clarify existing law regarding which benefit tier a member rejoins when reinstated to
active service after an involuntary separation is overturned.

o Allow Boards to delegate to staff the authority to finalize retirement applications and put
retirees on payroll, in compliance with the Wilmot vs CCCERA ruling.

e Provide flexibility to Retirement Boards to accept retirement applications earlier than the
current 60-day limit.

e Allow for the lump-sum distribution of contributions when a member reaches mandatory
distribution age instead of requiring a pension benefit that may be only a few dollars.

e Update incorrect statutory references, and make other technical changes.

The bill language and a summary matrix are enclosed.

Respectfully,

Dave Nelsen and Eric Stern
Legislative Committee Co-Chairs
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Amendments to SB 783
VERSION 5

As Adopted by SACRS Legislative Committee
August 16, 2019

Additional Member Contributions; Removes Incorrect Cross Reference
Amend Section 31465:

“Additional contributions” means contributions made by members in addition to normal
contributions under Seetions-314504-and- Section 31627.

Additional Member Contributions; Removes Incorrect Cross Reference
Amend Section 31627.1:

A member who has additional contributions under Section 31627 of the
Government Gede-orunderSection-31504-ofthe-Government-Code,- Code may, within
30 days prior to retirement, elect in writing to have all or any part of his-the
member’s accumulated additional contributions returned to him-— the _member. The
portion returned shall not be included in the calculation of the member’s annuity.

Additional Member Contributions; Removes Incorrect Cross Reference
Amend Section 31627.2:

In any county in which the provisions of Section 31676.1 apply, any member who has
additional contributions under Section 34504—eof—the—Government—Code,—or—under
Section- 31627 of the Government Gede; Code may elect in writing to have all or any
part of his- the member’s accumulated additional contributions returned to him- the
member. The portion returned shall not be included in the calculation of the member’s
annuity. The board may order payment in whole or in part withheld for a period not to
exceed 90 days after receipt of such written election.

Amend Section 31631.5:
Member Contributions; Removes Incorrect Cross Reference
(a) (1) Notwithstanding any other provision of this chapter, a board of supervisors or the

governing body of a district may require that members pay 50 percent of the normal cost
of benefits. However, that contribution shall be no more than 14 percent above the
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applicable normal rate of contribution of members established pursuant to this article for
local general members, no more than 33 percent above the applicable normal rate of
contribution of members established pursuant to Article 6.8 (commencing with
Section 24639) 31639) for local police officers, local firefighters, county peace officers,
and no more than 37 percent above the applicable normal rate of contribution of members
established pursuant to Article 6.8 (commencing with Section 31639) for all local safety
members other than police officers, firefighters, and county peace officers.

(2) Before implementing any change pursuant to this subdivision for any represented
employees, the public employer shall complete the good faith bargaining process as
required by law, including any impasse procedures requiring mediation and factfinding.
This subdivision shall become operative on January 1, 2018. This subdivision shall not
apply to any bargaining unit when the members of that unit are paying at least 50 percent
of the normal cost of their pension benefit or are subject to an agreement reached
pursuant to paragraph (1). Applicable normal rate of contribution of members means the
statutorily authorized rate applicable to the member group as the statutes read on
December 31, 2012.

(b) Nothing in this section shall modify a board of supervisors’ or the governing body of a
district’s authority under law as it existed on December 31, 2012, including any restrictions
on that authority, to change the amount of member contributions.

Employer Liabilities; Affirming the Mijares vs OCERS Ruling
Amend Section 31453:

(a) An actuarial valuation shall be made within one year after the date on which any
system established under this chapter becomes effective, and thereafter at intervals not
to exceed three years. The valuation shall be conducted under the supervision of an
actuary and shall cover the mortality, service, and compensation experience of the
members and beneficiaries, and shall evaluate the assets and liabilities of the
retirement fund. Upon the basis of the investigation, valuation, and recommendation of
the actuary, the board shall, at least 45 days prior to the beginning of the succeeding
fiscal year, recommend to the board of supervisors the changes in the rates of interest,
in the rates of contributions of members, and in county and district appropriations as are
necessary. With respect to the rates of interest to be credited to members and to the
county or district, the board may, in its sound discretion, recommend a rate which is
higher or lower than the interest assumption rate established by the actuarial survey. No
adjustment shall be included in the new rates for time prior to the effective date of the
revision. (b)(1) Upon the basis of the investigation, valuation, and recommendation of
the actuary, the board shall, at least 45 days prior to the beginning of the succeeding
fiscal year, recommend to the governing body of a district within the county system that
is not governed by the board of supervisors the changes in the rates of contributions of
district members and in district appropriations as are necessary. (2) This subdivision
shall not be operative in any county until the board of supervisors, by resolution adopted
by majority vote, makes the provisions applicable in that county.
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(c) The legislature affirms the ruling of Mijares v. Orange County Employees
Retirement System (2019) 32 Cal.App.5th 316 with respect to the board’s plenary
authority to recommend adjustments to county and district contributions as
necessary to ensure the appropriate funding of the system, and with respect to
the mandate of Section 31454 that the county and districts adjust the rates of
contributions of members and appropriations in accordance with the board’s
recommendations. Under all circumstances, the county and districts shall each
remain liable to the retirement system for their respective share of any unfunded
actuarial liability of the system, as determined by the board.

Member Refunds; Removes Incorrect Cross Reference
Amend Section 31641.45:

Whenever a member is entitled to redeposit funds previously withdrawn from a
retirement system and thereby becomes eligible to receive a pension or retirement
allowance for the service for which he was granted public service credit as authorized in
Section 31641.1, regardless of whether or not the member elects to exercise such
entitlement, the member shall be refunded the amount deposited by him in accordance
with Section 31641.2 plus interest which has been credited to such amount and shall
receive no credit in the system for such service.

This section applies only to a member who would be eligible to receive the benefit of
Section 31835 or 20023-420638 on making the redeposit.

Concurrent Retirement; Clarifies Age Requirement for PEPRA members
Amend Section 31835.1 to read:

Notwithstanding the provisions of Sections 31835 and 31836, a member of a retirement
system established under this chapter who is eligible to retire at age 50 pursuant to
Section 31672 or Section 7522.25, or at age 52 pursuant to Section 7522.20, or who
is required to retire because of age while a member of the Public Employees’
Retirement System, a retirement system established under this chapter in another
county, the State Teachers’ Retirement System, or a retirement system of any other
public agency of the state that has established reciprocity with the Public Employees’
Retirement System subject to the conditions of Section 31840.2, but who cannot retire
concurrently from the Public Employees’ Retirement System, a retirement system
established under this chapter in another county, the State Teachers’ Retirement
System, or a retirement system of any other public agency of the state that has
established reciprocity with the Public Employees’ Retirement System subject to the
conditions of Section 31840.2, shall be entitled to have his final compensation and
service determined under Sections 31835 and 31836 as if he had retired concurrently
under such other system.
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Service Credit Purchases for Parental Leave
Amend 31646:

(a) A member who returns to active service following an uncompensated leave of
absence on account of illness may receive service credit for the period of such
absence upon the payment of the contributions that the member would have paid
during such period, together with the interest that such contributions would have
earned had they been on deposit, if the member was not absent. The
contributions may be paid in a lump sum or may be paid on a monthly basis for a
period of not more than the length of the period for which service credit is
claimed. Credit may not be received for any period of such absence in excess of
12 consecutive months.

(b) (1) A member who returns to active service following an uncompensated
leave of absence on account of parental leave, may receive service credit
for the period of such absence upon the payment of the contributions that
the member and the employer would have paid during such period,
together with the interest that such contributions would have earned had
they been on deposit, if the member was not absent. For purposes of this
subsection, parental leave is defined as any time, up to one year, during
which a member is granted an approved maternity or paternity leave and
returns to employment at the end of the approved leave for a period of time
at least equal to that leave. The contributions may be paid in a lump sum or
may be paid on a monthly basis for a period of nhot more than the length of
the period for which service credit is claimed. Credit may not be received
for any period of such absence in excess of 12 consecutive months.

(2) This subsection shall not be operative until the board of supervisors, by
resolution adopted by majority vote, makes the provisions applicable to
that county, and applies to parental leave that commences after the
adoption by the board of supervisors.

Military Leave; Streamlines Military Service Credit Provisions

Government Code section 31649 should be amended to read:
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(a) This chapter shall comply with the Uniformed Services Employment

and Reemployment Act of 1994 (USERRA) (38 U.S.C. § 4301 et. seq.)
as amended from time to time. Any member who was absent from
county or district employment for military service and is eligible for
reemployment benefits pursuant to USERRA, may, as provided in
USERRA, make contributions and receive service credit for the time
absent.

(b) Any member who does not qualify for reemployment benefits under

(a) due to the length of the military service and who returns to county
or district employment within one year of being honorably
discharged from the Armed Forces of the United States, shall receive
credit for service for all or any part of his or her military service, if,
before retirement from the county or district, he or she contributes
what he or she would have paid to the fund based on his or her
compensation earnable as defined by section 31461 or pensionable
compensation as defined in section 7522.34, whichever is applicable,
at the time of the beginning of the absence together with regular
interest thereon.

(c) Nothing in this section shall affect any arrangement to pay

contributions pursuant to section 31653.

Sections 31649.5, 31649.6, 31650, and 31651 should be repealed.

Board Approval/Notification of Retirement Applications; Delegation to Staff

Amend Section 31670:

(a) Retirement of a member who has met the requirements for age and service shall
be made by the board pursuant to this article or pursuant to the California Public
Employees' Pension Reform Act of 2013, whichever is applicable.

(b) The board may authorize the administrator or other personnel to exercise

the board’s power and perform its duty to retire members under this

section. The administrator or other personnel shall report service
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retirements to the board at the next public meeting of the board after the
retirement.

Amend Section 31662.2:

(a) Retirement of a safety member in a county subject to the provisions of 31676.1,
or of Section 31695.1, if applicable, who has met the requirements for age and
service shall be made by the board pursuant to this article or pursuant to the
California Public Employees’ Pension Reform Act of 2013, whichever is
applicable.

(b) The board may authorize the administrator or other personnel to exercise
the board’s power and perform its duty to retire members under this
section. The administrator or other personnel shall report service
retirements to the board at the next public meeting of the board after the
retirement.

60-Day Application Window; Provides Option for Longer Period
Amend Sections 31672, 31672.1, 31672.2, 31672.3 et al:

..may be retired upon filing with the board a written application, setting forth the date
upon which he or she deswes h|s or her retlrement to become effectlve not-earlierthan

(a) earlier than the date the application is filed with the board, and

(b) more than 60 days after the date of filing the application, or such humber of
days as approved by the Board.

Reinstatement to Prior Benefit Level
Add Section 31680.10:

(a) A person who has been retired under this chapter for service following an
involuntary termination of his or her employment, and who is subsequently
reinstated to that employment pursuant to an administrative or judicial
proceeding that is final and not subject to appeal, shall be reinstated from
retirement as if there were no intervening period of retirement. Except as
provided in subdivision (b), the requirements of Sections 31680.4, 31680.5,
and 31680.7 shall not apply to that reinstatement.

(b) The allowance received by the person during retirement shall be repaid by
him or her to the retirement system from which he or she retired in
accordance with the retirement system’s repayment policy. Contributions
shall be made for any period for which salary is awarded in the
administrative or judicial proceedings in the amount that would have
contributed had the member’s employment not been terminated, and he or

Page 6 of 8



she shall receive credit for the period for which salary is awarded. If the
person fails to repay the allowance received during retirement, then his or
her contributions and allowance upon retirement subsequent to
reinstatement shall be calculated under Sections 31680.5 or 31680.7, as
applicable.

(c) As used in this section, “administrative proceeding” means the process for
appeal of an involuntary termination established by county or district
ordinance or charter.

(d) This section shall only apply to persons reinstated to such employment by
final action on or after the effective date of this section pursuant to an
administrative or judicial proceeding.

Minimum Age Distributions; Timing and Lump-Sum Option

Amend Section 31706:

Any member who has left county service and has elected to leave accumulated
contributions in the retirement fund or who is deemed to have elected a deferred
retirement pursuant to subdivision (b) of Section 31700 and has attained age 70 but has
not yet applied for a deferred retirement allowance and who is not a reciprocal member
of a retirement system established pursuant to this chapter or the Public Employees’
Retirement Law shall be notified in writing by the treasurer, or other entity authorized by
the board, that the member is eligible to apply for and shall begin receiving either; a
deferred retirement allowance by April 1 of the year following the year in which the
member attains age 70 ', or, a one-time distribution of all accumulated
contributions and interest. The notification shall be made at the time the deferred
member attains age 70 and shall be sent by certified mail to the member’s last known
address, or to the member’s last known employer, as shown by the records of the
retirement system. If the member can be located but does not make proper application
for a deferred retirement allowance with retirement to be effective by April 1 of the year
following the year in which the member attains age 70 %, the retirement system shall
commence paying either an unmodified allowance to the member if the member was
eligible to begin receiving a deferred retirement allowance under the provisions
of 31485.22, or, a one-time distribution of all accumulated contributions and
interest if the member is otherwise ineligible for a deferred retirement allowance.
If the member cannot be located by April 1 of the year following the year in which the
member attains age 70 7%, all of the member’s accumulated contributions and interest
thereon shall be deposited in, and become a part of, the current pension reserve fund of
the retirement system. The board may at any time after transfer of proceeds to the
reserve fund upon receipt of proper information satisfactory to it, redeposit the proceeds
to the credit of the claimant, to be administered in the manner provided under this law.
This section shall not apply to a member while the member is actively employed past
mandatory retirement age in a retirement system established under the provisions of
this chapter or the Public Employees’ Retirement Law.
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Optional Retirement Allowances and Survivor Benefits; Clarifies Age for Children

Amend sections 31760.1, 31760.2, 31765, 31765.1, 31781.1, 31781.2, 31785, 31785.1,
31786, 31786.1, 31787, and 31787.5:

...Notwithstanding any other provisions of this section, the benefits otherwise payable to

the children of the member shall be paid to sueh-children-through-the-age-of 24those

children up to the 22"9 birthday of the children if such children remain unmarried and
are regularly enrolled as full-time students in and accredited school as determined by
the board.

And, amend section 31855.3 (c) to read:

(c) Between18-and-22 years-ofage; Over age 18 but under age 22, and enrolled as a

full-time student in an accredited school, as determined by the board.
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SACRS Legislative Proposals SurveyMonkey

#1

Collector: Web Link 1 (Web Link)

Started: Wednesday, September 04, 2019 4:23:53 PM
Last Modified: Wednesday, September 04, 2019 4:49:26 PM
Time Spent: 00:25:33

IP Address: 63.193.71.3

Page 1

Q1 Title of Issue:

Nonservice-connected Disability Retirement and Intemperate Use of Alcoholic Liquor or Drugs

Q2 Retirement Association/System:

Los Angeles County Employees Retirement Association

Q3 Contact Person:

Barry Lew, Legislative Affairs Officer

Q4 Contact e-mail:

blew@lacera.com

Q5 Contact Phone #:

626-564-2370

Q6 Description of issue:

Government Code Sections 31726 and 31726.5 were added to CERL in 1937 and 1951, respectively. These sections limit a member’s
nonservice-connected disability retirement allowance to an annuity that is the actuarial equivalent of his accumulated contributions if the
member’s disability is due to intemperate use of alcoholic liquor or drugs, willful misconduct, or violation of law on the member’s part. In
the successive decades since 1937 and 1951, views on alcohol and drug use have evolved from a legal and moral perspective to a
medical, scientific, and public health perspective—from temperance and prohibition to treatment, recovery, and counseling. The public
policy underlying the limitation on nonservice-connected disability retirement allowances due to intemperate use of alcoholic liquor or
drugs may no longer reflect contemporary views of alcohol and drug use. If alcohol and drug use were viewed from a disease
perspective rather than a moral failure, the benefit limitation as a consequence would be financially punitive and discriminatory for
members.
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SACRS Legislative Proposals SurveyMonkey

Q7 Recommended solution:

Amend the CERL sections related to nonservice-connected disability retirement to remove the element related to intemperate use of
alcoholic liquor or drugs.

Q8 Specific language that you would like changed in, or added to, ‘37 Act Law, and suggested code section
numbers:

Section 31726: Upon retirement for nonservice-connected disability a member who has attained age 65 shall receive his or her service
retirement allowance. Every member under age 65 who is retired for nonservice-connected disability and who is not simultaneously
retired as a member on deferred retirement of the State Public Employees’ Retirement System or a retirement system established under
this chapter in another county shall receive a disability retirement allowance which shall be the greater of the following: (a) The sum to
which he or she would be entitled as service retirement. (b) A sum which shall consist of any of the following: (1) An annuity which is
the actuarial equivalent of his or her accumulated contributions at the time of his or her retirement. (2) If, in the opinion of the board, his
or her disability is not due to intemperate use of alcoholic liquor or drugs, willful misconduct, willful misconduct or violation of law on his
or her part, a disability retirement pension purchased by contributions of the county or district. (3) If, in the opinion of the board, his or
her disability is not due to conviction of a felony or criminal activity which caused or resulted in the member’s disability, a disability
retirement pension purchased by contributions of the county or district. This paragraph shall only apply to a person who becomes a
member of the system on or after January 1, 1988. Section 31726.5: Upon retirement for nonservice-connected disability a safety
member who has attained age 55 shall receive his or her service retirement allowance. Every safety member under age 55 who is
retired for nonservice-connected disability and who is not simultaneously retired as a member on deferred retirement of the Public
Employees’ Retirement System or a retirement system established under this chapter in another county shall receive a disability
retirement allowance which shall be the greater of: (a) The sum to which he or she would be entitled to as service retirement; or (b) A
sum which shall consist of: (1) An annuity which is the actuarial equivalent of his or her accumulated contributions at the time of his or
her retirement. (2) If, in the opinion of the board, his or her disability is not due to intemperate use of alcoholic liquor or drugs, willful
misconduct, willful misconduct or violation of law on his or her part, a disability retirement pension purchased by contributions of the
county or district. (3) If, in the opinion of the board, his or her disability is not due to conviction of a felony or criminal activity which
caused or resulted in the member’s disability, a disability retirement pension purchased by contributions of the county or district.
Paragraph (3) shall only apply to a person who becomes a member of the association on or after January 1, 1988 Section 31728: If, in
the opinion of the board, the disability is due to intemperate use of alcoholic liquor or drugs, willful misconduct, willful misconduct or
violation of law on the part of the member, and his annuity is less than two hundred forty dollars ($240) a year, the board may pay the
member his accumulated contributions in one lump sum in lieu of his annuity. Section 31838: Every safety member under age 55 years
and every other member under age 65 years who is retired for nonservice-connected disability and who is retired simultaneously under
disability retirement allowance from the Public Employees’ Retirement System or a retirement system established under this chapter in
another county shall receive a retirement allowance equal to the greater of the following amounts: (1) The sum to which he would be
entitled as service retirement; or (2) A sum which shall consist of: (a) An annuity which is the actuarial equivalent of his accumulated
contributions at the time of his retirement, and (b) If, in the opinion of the board, his disability is not due to intemperate use of alcoholic
liquor or drugs, willful misconduct, willful misconduct or violation of law on his part, a disability retirement pension purchased by
contributions of the county or district, all computed as provided in Sections 31727 or 31727.2.

Q9 Why should the proposed legislation be sponsored by SACRS rather than by your individual retirement
association/system?

The nonservice-connected disability retirement provisions apply to all SACRS systems.
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Q10 Do you anticipate that the proposed legislation would create any major problems such as conflicting with
Proposition 162 or create a problem with any of the other 19 SACRS retirement associations/systems?

As plan administrators, the other SACRS systems may not be amenable to this proposal that would substantively change the policy
underlying the benefit structure for nonservice-connected disability retirements. This proposal may put a plan administrator at odds with
its plan sponsor.

Q11 Who will support or oppose this proposed change in the law?

SACRS systems that view the benefit limitation as financially punitive and discriminatory may support this proposal. Plan sponsors may
oppose this proposal because it is a substantive change to the benefit structure of a nonservice-connected disability retirement
allowance.

Q12 Who will be available from your retirement association/system to testify before the Legislature?

Barry Lew, Legislative Affairs Officer Joe Ackler, Ackler & Associates
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SACRS 2020 Legislative Platform
Submission Information

Title of Issue
Nonservice-connected Disability Retirement and Intemperate Use of Alcoholic
Liquor or Drugs

Retirement Association/Name
Los Angeles County Employees Retirement Association

Contact Name
Barry Lew, Legislative Affairs Officer

Contact Phone Number
626-564-2370

Contact Email Address
blew@lacera.com

Description of Issue

Government Code Sections 31726 and 31726.5 were added to CERL in 1937
and 1951, respectively. These sections limit a member’s nonservice-connected
disability retirement allowance to an annuity that is the actuarial equivalent of his
accumulated contributions if the member’s disability is due to intemperate use of
alcoholic liquor or drugs, willful misconduct, or violation of law on the member’s
part.

In the successive decades since 1937 and 1951, views on alcohol and drug use
have evolved from a legal and moral perspective to a medical, scientific, and
public health perspective—from temperance and prohibition to treatment,
recovery, and counseling. The public policy underlying the limitation on
nonservice-connected disability retirement allowances due to intemperate use of
alcoholic liquor or drugs may no longer reflect contemporary views of alcohol and
drug use. If alcohol and drug use were viewed from a disease perspective rather
than a moral failure, the benefit limitation as a consequence would be financially
punitive and discriminatory for members.

Recommended Solution
Amend the CERL sections related to nonservice-connected disability retirement
to remove the element related to intemperate use of alcoholic liquor or drugs.

Specific language changed or added to the 1937 Act and suggested code
section number(s)
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Section 31726
Upon retirement for nonservice-connected disability a member who has attained
age 65 shall receive his or her service retirement allowance.

Every member under age 65 who is retired for nonservice-connected disability
and who is not simultaneously retired as a member on deferred retirement of the
State-Public Employees’ Retirement System or a retirement system established
under this chapter in another county shall receive a disability retirement
allowance which shall be the greater of the following:

(a) The sum to which he or she would be entitled as service retirement.
(b) A sum which shall consist of any of the following:

(1) An annuity which is the actuarial equivalent of his or her accumulated
contributions at the time of his or her retirement.

(2) If, in the opinion of the board, his or her disability is not due to irtemperate
use-of-alcoholic-hiquoror-drugs—willfulmiseenduetwillful misconduct or violation

of law on his or her part, a disability retirement pension purchased by
contributions of the county or district.

(3) If, in the opinion of the board, his or her disability is not due to conviction of a
felony or criminal activity which caused or resulted in the member’s disability, a
disability retirement pension purchased by contributions of the county or district.
This paragraph shall only apply to a person who becomes a member of the
system on or after January 1, 1988.

Section 31726.5

Upon retirement for nonservice-connected disability a safety member who has
attained age 55 shall receive his or her service retirement allowance. Every
safety member under age 55 who is retired for nonservice-connected disability
and who is not simultaneously retired as a member on deferred retirement of the
Public Employees’ Retirement System or a retirement system established under
this chapter in another county shall receive a disability retirement allowance
which shall be the greater of:

(a) The sum to which he or she would be entitled to as service retirement; or
(b) A sum which shall consist of:
(1) An annuity which is the actuarial equivalent of his or her accumulated

contributions at the time of his or her retirement.
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(2) If, in the opinion of the board, his or her disability is not due to irtemperate
use-ofaleoholic-iquoror-drugswillful-miseonduetwillful misconduct or violation

of law on his or her part, a disability retirement pension purchased by
contributions of the county or district.

(3) If, in the opinion of the board, his or her disability is not due to conviction of a
felony or criminal activity which caused or resulted in the member’s disability, a
disability retirement pension purchased by contributions of the county or district.
Paragraph (3) shall only apply to a person who becomes a member of the
association on or after January 1, 1988

Section 31728

If, in the opinion of the board, the disability is due to intemperate-use-of-alcoholic
liguer-or-drugs,-willful-miseenduetwillful misconduct or violation of law on the part

of the member, and his annuity is less than two hundred forty dollars ($240) a
year, the board may pay the member his accumulated contributions in one lump
sum in lieu of his annuity.

Section 31838

Every safety member under age 55 years and every other member under age 65
years who is retired for nonservice-connected disability and who is retired
simultaneously under a disability retirement allowance from the Public
Employees’ Retirement System or a retirement system established under this
chapter in another county shall receive a retirement allowance equal to the
greater of the following amounts:

(1) The sum to which he would be entitled as service retirement; or
(2) A sum which shall consist of:

(a) An annuity which is the actuarial equivalent of his accumulated contributions
at the time of his retirement, and

(b) If, in the opinion of the board, his disability is not due to rtemperate-use-of
aleoholic-liguor-ordrugs,—willful-miseonduet,willful misconduct or violation of law

on his part, a disability retirement pension purchased by contributions of the
county or district, all computed as provided in Sections 31727 or 31727.2.

Why should the proposed legislation be sponsored by SACRS rather than
by your individual retirement association/system?

The nonservice-connected disability retirement provisions apply to all SACRS
systems.
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Do you anticipate the proposed legislation would create any major
problems such as conflicting with Proposition 162 or create a problem with
any of the other 19 SACRS retirement associations/systems?

As plan administrators, the other SACRS systems may not be amenable to this
proposal that would substantively change the policy underlying the benefit
structure for nonservice-connected disability retirements. This proposal may put
a plan administrator at odds with its plan sponsor.

Who will support or oppose this proposed change in the law?
SACRS systems that view the benefit limitation as financially punitive and
discriminatory may support this proposal. Plan sponsors may oppose this
proposal because it is a substantive change to the benefit structure of a
nonservice-connected disability retirement allowance.

Who will be available from your association/system to testify before the
Legislature?

Barry Lew, Legislative Affairs Officer

Joe Ackler, Ackler & Associates
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Providing insight. Fostering oversight.

SACRS

6. SACRS Nomination Committee - 2020-2021 SACRS Election Notice — No Action
Ray McCray, San Joaquin CERA, SACRS Nomination Committee Chair

A. SACRS Election Notice 2020-2021

STATE ASSOCIATION of
COUNTY RETIREMENT SYSTEMS 1225 8th St., Suite 550, Sacramento, CA 95814 T (916) 701-5158 SACRS.ORG



Providing insight. Fostering oversight.

SACRS

To:
From:

Re:

October 1, 2019

SACRS Trustees & SACRS Administrators/CEQ’s

Ray McCray, SACRS Immediate Past President, Nominating Committee Chair
SACRS Nominating Committee

SACRS Board of Director Elections 2020-2021 - Elections Notice

SACRS BOD 2020-2021 election process will begin January 2020. Please provide this elections notice to
your Board of Trustees and Voting Delegates.

DEADLINE DESCRIPTION

March 1, 2020 Any regular member may submit nominations for the election of a

Director to the Nominating Committee, provided the Nominating
Committee receives those nominations no later than noon on
March 1 of each calendar year regardless of whether March 1 is
a Business Day. Each candidate may run for only one office.
Write-in candidates for the final ballot, and nominations from the
floor on the day of the election, shall not be accepted.

March 25, 2020 The Nominating Committee will report a final ballot to each

regular member County Retirement System prior to March 25

May 15, 2020 Nomination Committee to conduct elections during the SACRS

Business Meeting at the Spring Conference (May 12-15, 2020)

May 15, 2020 Board of Directors take office for 1 year

Per SACRS Bylaws, Article VIIl, Section 1. Board of Director and Section 2. Elections of Directors:

Section 1. Board of Directors. The Board shall consist of the officers of SACRS as described in
Article VI, Section 1, the immediate Past President, and two (2) reqular members

A. Immediate Past President. The immediate Past President, while he or she is a regular
member of SACRS, shall also be a member of the Board. In the event the immediate Past
President is unable to serve on the Board, the most recent Past President who qualifies shall
serve as a member of the Board.

B. Two (2) Regular Members. Two (2) reqular members shall also be members of the Board
with full voting rights.

Section 2. Elections of Directors. Any reqular member may submit nominations for the election of a
Director to the Nominating Committee, provided the Nominating Committee receives those nominations
no later than noon on March 1 of each calendar year regardless of whether March 1 is a Business Day.
Each candidate may run for only one office. Write-in candidates for the final ballot, and nominations from
the floor on the day of the election, shall not be accepted.

The Nominating Committee will report its suggested slate, along with a list of the names of all members
who had been nominated, to each regular member County Retirement System prior to March 25.

The Administrator of each regular member County Retirement System shall be responsible for
communicating the Nominating Committee’s suggested slate to each trustee and placing the election of
SACRS Directors on his or her board agenda. The Administrator shall acknowledge the completion of
these responsibilities with the Nominating Committee.

STATE ASSOCIATION of
COUNTY RETIREMENT SYSTEMS 1225 8th St., Suite 550, Sacramento, CA 95814 T (916) 701-5158 SACRS.ORG



Providing insight. Fostering oversight.

SACRS

Director elections shall take place during the first regular meeting of each calendar year. The election
shall be conducted by an open roll call vote, and shall conform to Article V, Sections 6 and 7 of these
Bylaws.

Newly elected Directors shall assume their duties at the conclusion of the meeting at which they are
elected, with the exception of the office of Treasurer. The incumbent Treasurer shall co-serve with the
newly elected Treasurer through the completion of the current fiscal year.

The elections will be held at the SACRS Spring Conference May 12-15, 2020 at the Paradise Point Hotel
and Spa, San Diego, CA. Elections will be held during the Annual Business meeting on Friday, May 15,
2020.

If you have any questions, please contact me at Ray McCray, raym1@sbcglobal.net or (209) 471-4472.

Thank you for your prompt attention to this timely matter.

Sincerely,

Ray McCravy

Ray McCray, San Joaquin CERA Trustee
SACRS Nominating Committee Chair

CC: SACRS Board of Directors
SACRS Nominating Committee Members
Sulema H. Peterson, SACRS Administrator

STATE ASSOCIATION of
COUNTY RETIREMENT SYSTEMS 1225 8th St., Suite 550, Sacramento, CA 95814 T (916) 701-5158 SACRS.ORG
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Providing insight. Fostering oversight.

SACRS

7. SACRS Audit Report — No Action
Steve Delaney, Orange CERS, SACRS Audit Committee Chair

A. SACRS Audit Committee Update

STATE ASSOCIATION of
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SACRS

No Printed Materials For This Item

STATE ASSOCIATION of
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Providing insight. Fostering oversight.

SACRS

8. SACRS Education Committee Report — No Action
JJ Popowich, Los Angeles CERA, SACRS Education Committee Chair

A. SACRS Fall Conference Evaluations 2019

STATE ASSOCIATION of
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SACRS

No Printed Materials For This Item
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SACRS

9. SACRS Program Committee Report — No Action
Vivian Gray, Los Angeles CERA, SACRS Program Committee Chair

A. SACRS Fall Conference Report 2019
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Providing insight. Fostering oversight.

SACRS

No Printed Materials For This Item
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Providing insight. Fostering oversight.

SACRS

10. SACRS Affiliate Committee Report — No Action
Ben Lazarus, Parametric, SACRS Affiliate Committee Chair

A. Affiliate Committee Update
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SACRS

No Printed Materials For This Item
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Providing insight. Fostering oversight.

SACRS

11. SACRS Bylaws Committee Report — No Action
Johanna Fontenot, Los Angeles CERA, SACRS Bylaws Committee Chair

A. Bylaws Committee Update

STATE ASSOCIATION of
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Providing insight. Fostering oversight.

SACRS

No Printed Materials For This Item
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12. SACRS Fall Conference Breakout Reports — No Action

A representative from each breakout will give report on their meetings.
A. Administrators

Counsel

Disability/ Operations & Benefits Combo

Internal Auditors

Investment Officers

Safety Trustees

General Trustees
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13. Adjournment
Next scheduled SACRS Association Business Meeting will be held Friday, May 15, 2020 at the
Paradise Point Hotel and Resort in San Diego, CA.

STATE ASSOCIATION of
COUNTY RETIREMENT SYSTEMS 1225 8th St., Suite 550, Sacramento, CA 95814 T (916) 701-5158 SACRS.ORG



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

October 29, 2019 Agenda Item 4.12
TO: Board of Retirement
FROM: Brenda B. Carlson, Chief Legal Counsel %W 8 (W/%

SUBJECT: Legislative Update

Recommendation
Accept report of California legislation chaptered in 2019 relating to public pension systems.

Background

After the end of each Legislative session, we provide the Board with a summary of chaptered
legislation in relation to county retirement systems (CERL), the Public Employees’ Pension
Reform Act (PEPRA), and legislation of interest that is applicable to CalPERS (PERL). We also
address legislation, if any, that addresses public agencies in general that is either applicable to
or of interest to SamCERA.

Discussion
There has been minimal legislative activity this year.

CERL OR OTHER LEGISLATION ADDRESSING COUNTY RETIREMENT BOARDS

There is no chaptered legislation amending the CERL. Please note that SB 783, a cleanup bill for
the CERL, was not acted upon but is a two-year bill and may be acted upon in 2020.

PEPRA LEGISLATION (of interest)

There was no PEPRA related Legislation that would be applicable to CERL systems.

PUBLIC EMPLOYEES’ RETIREMENT LAW (PERL) OR OTHER CALPERS LEGISLATION (of interest)

AB 672 -Adds section 21233 to the PERL. This section prohibits a member who has retired for
disability from being employed by any employer without reinstatement from retirement if the
position is the position from which the member retired or if the position includes duties or
activities that the member was previously restricted from performing at the time of retirement,
unless an exception applies.



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

AB 1320 adds and amends sections 7513.74, 16642. These sections, upon the passage of a
federal law that imposes sanctions on the government of Turkey for failure to officially
acknowledge its responsibility for the Armenian Genocide, would prohibit these Boards of
Administration from making additional or new investments, or renewing existing investments in
an investment vehicle in the government of Turkey that is issued by the government of Turkey
or that is owned by the government of Turkey. Additionally, the Boards are required to
liguidate existing investments in the government of Turkey within 18 months of the passage of
the above-described federal law.

PUBLIC RECORDS ACT

AB 1819 amends section 6253, which requires state and local agencies to make public records
available upon receipt of a request for a copy that reasonably describes an identifiable record
not otherwise exempt from disclosure, and upon payment of fees to cover costs. This section
allows a requester who inspects a disclosable record on the premises of the agency the right to
use the requester’s equipment on those premises, without being charged any fees or costs, to
photograph or otherwise copy or reproduce the record in a manner that does not require the
equipment to make physical contact with the record, unless the means of copy or reproduction
would result in damage to the record, or unauthorized access to a computer system of the
agency or secured network, as specified.



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

October 29, 2019 Agenda Item 5.2
TO: Board of Retirement

FROM: Gladys Smith, Assistant Executive Officer ani\ d VI
SUBJECT: Annual Review of SaSmCERA’s Actuarial Services Firm, Milliman, Inc.

Recommendation
Accept the annual performance report of Milliman, Inc.’s actuarial services.

Background
The annual evaluation of Milliman has three parts:

1. A survey completed by trustees, staff and the actuary;

2. Responses to questions submitted to the actuary;

3. Adiscussion at the Board meeting with Milliman, Inc. regarding its performance as

reflected in the surveys and responses to the questions.

Discussion
Milliman, Inc. has consistently received high marks, throughout the years, from the

Board and staff or the actuarial services it provides to SamCERA. Ratings this year were

similar to those of the past.

Overall, Milliman received high marks form the Board and staff. The rating structure
was from 1 to 5 with 1 being Low (poor rating) to 5 (high rating). The average self-
assessment rating by Milliman was 4.3 while the Board’s was 4.8 and staff’s 4.9. No
concerns or issues were raised by the Board or staff.

Attachments
Milliman Questionnaire
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Suite 3800
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Tel +1206 624 7940
Fax +1206 623 3485

milliman.com

October 17, 2019

To: Gladys Smith
From: Nick Collier, Craig Glyde
Subject: Actuarial Review — Milliman Inc.

As requested, we have completed the questionnaire form. Please note that Milliman is a large, multi-office
firm with services covering a variety of types of actuarial and other consulting issues. For purposes of this
review we have responded with answers that apply to the Western Region Employee Benefits practice
and have provided client information regarding only the public sector clients. If additional information on
other offices or other clients is needed, please let us know.

Organizational Update
1) Has the ownership structure of your firm changed? If so, describe.

Milliman’s ownership structure has not changed since last year. Milliman is a corporate
organization owned by its approximate 400 Principals. No Principal owns 5% or more of the
firm. The firm is comprised of profit centers overseen by Principals who have a considerable
amount of flexibility with respect to the management of their profit centers.

2) Provide an update on your firm’s organization, with particular emphasis on (a) changes
to your management structure over the past eighteen months, and (b) clients gained or
lost in the past eighteen months. All significant changes should be accompanied by an
explanation. An organizational chart should accompany this response.

Milliman is a firm of actuaries and consultants providing actuarial and risk management
services, and a range of consulting and technology solutions to private and public
businesses, non-profit enterprises, government, and financial organizations in approximately
40 offices around the United States, and worldwide.

(a) Other than the normal growth of the firm, there have been no changes in the management
structure of Milliman in the last 18 months. Normal growth includes new Principals being
nominated and a few Principals leaving the firm, primarily due to retirement.

(b) The Western Region Employee Benefits has not had any significant gains or losses in
clients over the past 18 months. If requested, we can provide a list of public clients added or
lost over the past 18 months, but the only one of any note is that we were recently selected to
perform an actuarial audit of the Washington State Retirement Systems; however, we already
have staff in place to perform this work, so it should not impact our ability to deliver service to
other clients.

(c) Below is an organizational chart of Milliman. The Principals of the firm as a whole are
responsible for establishing the governing principles of Milliman. Principals are active senior
professionals within Milliman who have been elected in recognition of their technical,
professional and business achievements. The Board of Directors of Milliman and the officers
of Milliman are delegated the authority by the Principals to assume day-to-day responsibilities
for carrying out the management directives established by the Principals. The Board of

Offices in Principal Cities Worldwide

sme0307.docx - 1
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Directors of Milliman consists of 11 Principals including the President, the Chairman, four
National Directors of our major practice areas, and five rotating positions.

Board of Directors

Ken Mungan Steve White
Chairman President and CEO

Practice Areas

Employee Benefits and Life and Financial P Y
; - 0| and Casual
Investment Consulting Services perty ty
Jeff Budin Lorraine Mayne Dermot Corry Rich Lord
Global Practice Director Global Practice Director Global Practice Director Global Practice Director
Local Practices | | Local Practices | | Local Practices | | Local Practices
Andreas Braendle Mary Clare Pam Cone Matt Curtis Jim Fulton Victoria Gleeson Bill Pederson
Chief Information Chief Legal Officer Global Social Chief Marketing Officer Chief Financial Officer VP, Human Resources Chief Operating Officer
Officer Responsibility Officer

3) What is your firm’s philosophy and current policy regarding new business?

The West Region Employee Benefits practice believes we can add new business only when
we have the capacity to maintain the high level of service we promise to all clients. Within the
public sector, the opportunity to attain new business is driven by the RFP process. In order to
respond to any RFP situations, we are continuing hiring new actuarial analysts — at the rate of
about two per year within the west region, and growing from within. In addition, Milliman has
access to additional staff from other offices if special projects create a need for a temporary
increase in staffing support. We have on occasion, when needed, hired additional experienced
staff from other firms, but our preferred method of growth is from within our own staff.

4) Update all significant personnel changes or expected changes to the "SamCERA
Team." Describe the relative strength and longevity of your staff.

Most of the senior staff in our practice have been with Milliman for more than 15 years.

The SamCERA team consists of Nick Collier, Craig Glyde, John Talbot, and James Galbraith.
Julie Smith, who had worked on the SamCERA team is now working part time and is no
longer involved in the core SamCERA work, but she is available if needed. John now has an
increased roll and we have added James to the team.

Nick (30 years with Milliman) and Craig (16 years with Milliman plus additional experience
with a prior firm) have extensive experience. John Talbot (4 years with Milliman) and James
Galbraith (recent hire) perform most of the valuation calculations and provide support to Nick
and Craig. Nick, Craig and John have been together on the SamCERA team for about four
years. James joined the team this year and has been a strong contributor and asset.

5) Has your firm or any of its employees been involved in regulatory or litigation actions
related to your business in the past eighteen months?

sme0307.docx - 2
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8)
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Neither the West Region Employee Benefits practice, nor any members of the SamCERA
actuarial team have been involved in any litigation of any kind against Milliman. Milliman does
not normally provide disclosures with respect to other litigation which may be pending for
other offices or practices not involved in the services for a specific client.

Are any of your operations outsourced? If the answer is yes, provide details regarding
the firm(s) with which your firm has contracted.

No. None of our work with SamCERA is outsourced.

Other than the actuarial audit performed by Segal Inc. on your SamCERA actuarial
services, has an actuarial audit been performed on any of your firm’s actuarial products
in the past twelve months? If yes, discuss the audit and the findings. Any material
findings or recommendations must be accompanied by an explanation.

The following client(s) from our practice have had actuarial audits performed within the past 12
months: Tacoma Employees Retirement System (by GRS). There were no material issues
found in any of the audit(s).

What are your mission critical systems? Has your firm experienced any problems with
these systems in the past twelve months? When were these systems implemented and
when were they last upgraded? Do you anticipate any changes to these systems in the
next twelve months?

The only critical system we use to perform services for SamCERA at the current time is our
valuation system called ProVal. We moved to this valuation system in 2017 as it is the most
common system used by pension actuaries and has an extensive support network. This
system is continuously being updated and improved to reflect changes in the employee benefit
arena.
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Please describe how your firm monitors and manages cyber security risks as they relate
to confidential SamCERA data/information. Has your firm experienced any problems
with cyber security in the past 18 months? What is your cyber security breach policy?
What procedures do you have in place for a cyber security breach?

Data security is important and Milliman maintains physical, electronic, and managerial
safeguards to prevent unauthorized access to confidential, sensitive, and personal
information. Milliman has a comprehensive information security policy based on the 1ISO
27001 risk management framework. Milliman has implemented a number of layered controls
and safeguards, including administrative polies and procedures and automated systems.
These controls are employed in a defense in depth arrangement to secure electronic
information stored on our systems.

Milliman’s data handling policy requires that all confidential data be transmitted using an
approved, secure method. We also maintain security protocols for our servers and e-mail
system, and physical records retention and destruction policies. All hardware and software to
be used for this project reside in our Seattle office. We do not contract with a separate entity
for computer services.

In addition, we will comply with any written standards communicated to us by our clients. Our
preferred data transmittal method is to use Milliman’s Secured File Transfer Protocol (SFTP)
server. This method only requires that the user be able to access the internet through an
internet browser. No software needs to be installed on the user’s computer. Milliman will
issue the user a user name, a password, and provide the Internet address for the SFTP site.
Using Milliman’s SFTP server ensures that user names, passwords, and data files are
encrypted while traveling through the internet. Milliman has other alternatives available, which
can also include using file encryption or a client-provided encrypted method. Depending on
the nature and sensitivity of the data sent, file encryption at rest may also be appropriate. We
comply with any written standards communicated to us by our clients.

Once data has been securely obtained by Milliman, we undertake extensive precautions to
ensure the continuing security of sensitive information. This includes logical security,
firewalls, anti-malware software, employee security protocols, and full-disk encryption of
personal desktop and laptop computers used by Milliman staff. In addition, we maintain
physical security measures for building and data storage facilities, and maintain internal
policies to ensure privacy for sensitive client and participant data.

Other security measures we have in place, include:

e Staff. Milliman performs employee background checks on all employees before they are
allowed to start work. Every Milliman employees signs Milliman’s Employee Trade Secret
and Client Information Agreement. Mandatory data-handling security training is required
for all staff. Security training is monthly for all employees. Milliman has written policies on
data handling and acceptable computer use. Terminated users’ access is removed on
their last day. For involuntary terminations, all access is removed immediately and
employees are escorted off the premises.

¢ Physical security. The Seattle office of Milliman is located at 1301 Fifth Avenue, Suite
3800. Keycard access is required to enter the building after hours. The building has
security guards on duty 7 days a week, 24 hours a day. The elevators are secured after-
hours and only the keycards of Milliman employees and security personnel are code to

003 SME 12/.003.SME.10.2017 /



Ms. Gladys Smith

[ |
= = October 17, 2019
Milliman Lo

sme0307.docx - 5

allow access a Milliman floor. Milliman floors are secured with keycards and door codes
that are individualized to each employee. The data center is locked 24/7. It is secured on
a separate keycard/door code system with extremely limited access, controlled by the
Information Technology Manager. Each door entry system tracks who opens a door.
There are cameras in the elevator lobbies and in the data center. The data center uses a
motion detection system to monitor access. The data center has no walls on the outside
of the building, and no walls are connected to the elevator lobby.

PC security. All PCs lock after 15-minutes of non-use. All PCs use full-disk hardware
encryption. All Notebook PCs use personal firewalls. All PCs and servers utilize anti-
malware software.

Data access security. System access requires valid user IDs and passwords. Forced
password changes are required every 90 days. Complex password rules are in place. (A
minimum of eight characters are required. Passwords must contain three of four
categories of characters: uppercase, lowercase, numeric value or symbol. No part of the
user's name exceeding two characters is allowed to be part of the password. Passwords
in history cannot be re-used. Twenty-five passwords retained in history.) Data access is
limited by role. This is controlled by two levels of security. Active Directory group
permissions are used to control allowed access to applications. Then role-based
permissions are used inside the applications themselves to allow very granular access
control.

Firewalls, intrusion prevention, and detection, etc. The database is housed behind an
intrusion prevention system is in place. It is updated within a day of newly published
patterns. Milliman actively blocks tens of thousands of known malicious IP addresses.
Intrusion detection monitoring and alerting is provided 24 hours a day. Operating
Systems and application security patches are installed within a few days of release and
pushed out from a central server to machines automatically. Anti-malware provides anti-
virus and anti-SPAM blocking before mail is routed to Milliman. All PCs and Servers run
Anti-virus/Anti-Spyware/Malware software. Every file is scanned upon opening. A central
server checks for pattern updates multiple times per day and pushes updates out to all
machines.

Vulnerability scans, penetration testing, audits. Periodic vulnerability scanning is
performed monthly to find and mitigate risks. Penetration testing is performed annually by
an external auditing firm. An annual SSAE16 audit of IT systems is performed annually
by an external auditing firm. In addition, Milliman has an Information Security Policy
which is reviewed internally on a periodic basis and annually by a third party to ensure it
is up to date and continues to cover the appropriate scope, and to identify any existing
gaps between the security policy and industry practices.

All security incidents are promptly reported to management, including the chief legal officer
and information security officer.

In addition, Milliman has an Information Security Policy which is reviewed internally on a
periodic basis and annually by a third party to ensure it is up to date and continues to cover
the appropriate scope, and to identify any existing gaps between the security policy and
industry practices.
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We have an annual independent assessment made of our cyber security processes including
annual security penetration testing performed by a third-party. We also have an SSAE18
audit which includes a review of our cyber security controls.

Milliman’s cyber security breach policy requires us to notify clients within 48 hours of a
confirmed breach. In the event of a cyber security incident, Milliman follows the laws
applicable in each state where affected participants reside to notify clients and participants of
security breaches. Milliman has a documented Cyber Security Incident Response Plan and a
Cyber Security Incident Response Team. Cyber security monitoring and incident response
includes the following:

e Preparation & Prevention — includes maintaining a cyber security response team,
maintaining firewalls, maintaining access control security, maintaining monitoring
systems and alerts

e Identification/Detection — includes user reports, monitoring ingress and egress sensors,
event correlation, categorization of incidents by severity (triage) which determines
incident response

e Containment — includes possibly isolating hosts depending on the nature of activity
associated with a given incident

e Investigation — includes analyzing logs, documenting findings, transferring evidence as
needed to law enforcement

e FEradication — includes the use of cleaning utilities, manual reconfigurations, vendor or
other approved patches, updated service packs, updated device images

e Post-Incident Recovery — includes verifying that the threat and enabling environment are
clear, performing vulnerability scanning and device hardening as applicable, restoring
data

¢ Follow-up — includes conducting effectiveness reviews during each incident response to
identify any inadequacies within the process

We have not experienced any cyber security incidents in the past 18 months.

Provide an overview of your firm's business continuity plan. Please describe any
changes in the last year.

Business continuity and disaster recovery are critical elements of Milliman’s strategy to
safeguard client information and ensure timely service delivery. Our business unit maintains a
formal disaster recovery plan that is periodically tested and updated to ensure its accuracy.

Milliman’s servers replicate to multiple Milliman offices throughout the western US. In the
event of a server failure, employees access a replica in another city. Data changes are
automatically replicated to all servers as the changes are made. Also to minimize downtime,
our servers are standardized with the highest level of fault tolerance, redundancy and hot-
swappable components are integrated into the servers. Spare servers and components are
kept on-site. Dedicated electrical circuits are used to power all data center equipment. All
servers are protected by Uninterruptible Power Supplies which protect the systems against
surges and spikes and can power servers for a short time. Additionally, they provide orderly
shutdown of systems in a power failure to protect against data loss. The data center is
equipped with redundant air conditioning systems and redundant chilled water sources. A
hardware monitoring system pages technicians 24 hours a day in the event of hardware pre-
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failures and failures. Technicians are also paged if something affects system uptime, website
uptime, air temperature or chilled water temperature, and for data center entry and motion
detection outside of business hours.

Milliman does nightly full tape backups that are encrypted. A tape rotation is stored on-site in
fireproof safes and also off-site at a secure data storage facility.

Actuarial Process

11) Provide a description, in detail, of your actuarial process.

sme0307.docx - 7

The following summarizes our standard valuation procedures (as stated in our proposal):

1. Data Checking and Preliminary Processing

SamCERA supplies us with information for each active, vested, and retired member,
along with certain financial items. The data is checked for reasonableness and any data
questions and issues are submitted to SamCERA staff for verification.

2. Choosing Assumptions

Actuarial valuations are necessarily based on assumptions as to future rates of
retirement, disablement and death among active members, rates of mortality after
retirement, rates of investment income, rates of salary increases, and rates of increase in
the Consumer Price Index, where applicable. In valuing SamCERA’s benefits, we use the
assumptions adopted by the Board, based on the most recent experience investigation.

3. Valuation Calculations

Each valuation determines the actuarial present value of all future benefits payable from
SamCERA. These benefits are those provided to members under current law. We
determine the actuarial present value of future benefit payments using our valuation
program. The program can calculate costs under the entry age normal cost method,
which is specified in the ‘37 Act. Liability calculations are checked for accuracy and
reasonableness on both an individual and aggregate basis.

We then calculate each valuation group’s unfunded actuarial accrued liability (UAAL) as
the value of the benefits in excess of the sum of the future normal cost contributions and
the current value of assets. Finally, we determine the contribution rate needed for each
group to satisfy the amortization period requirements.

4. Funding Valuation Report

Our report includes our conclusions regarding the financial condition SamCERA, the
unfunded actuarial accrued liability, recommendations as to future contribution rates,
discussion of the calculations, descriptions of the benefit provisions of the applicable laws
and summaries of assumptions and data. Our report typically shows a breakdown of
liabilities by source of decrement for active members, as well as subtotals for inactive
members. We are open to discuss with SamCERA staff and the Board regarding possible
changes in the reporting format for their particular needs. We reflect each system’s own
characteristics in our report.

Our goal is to provide enough information for the Board to make reasonable financial
decisions without becoming too complex to undermine the basic intent of disclosing the
valuation results. However, we are always open to suggestions for improving the
communications of our valuation work, if a modified approach is preferred.
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5. GASB Report
We develop the information required to be disclosed by Statement Nos.67 and 68 of the

Governmental Accounting Standards Board (GASB). We provide this information both for
the system and the participation employers.

12) Describe your peer review procedures in detail, and include whether and the extent it
involves other actuarial firms. Highlight any changes to that process.

Peer review is not actually a separate step in our valuation process. Rather it is an ongoing
process. We review and check our work at every step of the project.

Our internal peer review processes provide assurances that the highest quality standards are
being maintained at all times. Each valuation, study, or projections will be reviewed by at least
two consultants. The first level of review will occur within the SamCERA team. Two of the
three consultants on the project team will review each step of the project. The final internal
SamCERA team review will be performed by Nick Collier and Craig Glyde. Additionally,
another Milliman public sector consultant who did not work on the project will review the work
prior to its final release. This provides the project with an independent set of eyes. This review
will not only verify the calculations, but will evaluate whether or not the assumptions, methods,
and results are reasonable, and all appropriate issues are considered.

Outlook
13) What current issues are other clients concerned with in regards to products, services,
education and governance?

The following are some of issues concerning our public sector clients right now.

= |Investment Return Assumption — Always a hot topic in the public sector, recent declines in
interest rates will continue to put pressure on systems to reduce their return assumptions.

= Travel Expenses — In light of the recent Los Angeles Times article scrutinizing the travel
expenses of LACERA Board members, we expect our clients will be reviewing their travel
policies.

sme0307.docx - 8
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Describe your assessment of the relationship between your firm and SamCERA. How
can SamCERA better assist you in accomplishing the goals it has established for your
firm? How can we better utilize your firm’s capabilities?

We believe we have a strong relationship with SamCERA. As with all relationships,
communication is the key factor. We have attempted to reply promptly and effectively to all
inquiries. We have attempted to alert SamCERA of any relevant issues as they become
apparent to us or are reported to us. Similarly, SamCERA staff has kept us up-to-date on
issues that affect our work. We have felt very positive about being supported by SamCERA
and we hope the relationship will continue to grow.

We have the actuarial data process working fairly smoothing with SamCERA’s new pension
administration system. By continuing to improve the consistency and quality of data included
in the extract files, SamCERA will help us continue to provide quality service. On the asset
side, it is always helpful for us to get the financial information as early as possible in the
valuation process.

Probably the most significant way we can continue to assist SamCERA is in the understanding
of the volatility of future investment returns and the impact on future contribution rates. We
have provided SamCERA some fairly simple projections in the past, but have the capability to
do more sophisticated analysis as the need arises.

Conclusion

15)

16)
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What actuarial related changes should SamCERA consider?

We do not believe there are any actuarially related changes that need to be made at this
moment.

Relative to your expertise, what trends are occurring in the retirement industry that
SamCERA should be tracking?

We believe the key trends are as follows:

= Lower CPI/ wage growth / Investment Return Assumptions — In response to economic
experience and trends, changes in asset allocation, and future expectations of CPI and
investment returns of asset classes, retirement systems have been adopting lower CPI,
wage growth and investment return assumptions over the last 10 years. We believe there
will continue to be downward pressure on economic assumptions.

= Plan Maturity — Plans are continuing to become more mature. For example, within the next
few years, we project the number of SamCERA retirees will exceed the number of active
members. This is not necessarily a problem, but it may increase volatility of contribution
rates for SamCERA (and the majority of public sector retirement systems). To address this,
we will continue to provide SamCERA with sensitivity analysis showing the impact of
various future investment returns on contribution rates. We will also work with Verus when
they do their asset allocation study to reflect this impact, as well as look at the how to
address negative cash flow, which is likely to occur in a few years.
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SUBJECT: Preliminary Monthly Portfolio Performance Report for the Period Ended

September 30, 2019

Recommendation
Accept the preliminary performance report dated September 30, 2019.

Background

This preliminary report is intended to provide a high-level view of the portfolio and its trends. It is
not intended to provide short-term performance upon which the Board would act. As discussed
previously, preliminary performance estimates are now included for AQR Risk Parity, AQR Delta,
PanAgora Risk Parity, and Beach Point Select. The quarterly performance metrics are not yet
available for our private equity, private credit, private real asset, and real estate portfolios. The
performance for these portfolios will be reflected in the quarterly performance report generated
by Verus.

The attached performance report shows both net and gross of fee returns for the total plan on
page one, with net composite returns (pages 2-3) and net manager returns (pages 4-11) also
shown.

Discussion

The fund’s net preliminary return for September was 0.9%, bringing the preliminary trailing
twelve-month return ending September 2019 to 4.8% net. The preliminary twelve-month net
return is below both SamCERA’s Plan Benchmark return of 5.1% and SamCERA’s Actuarial Assumed
Earnings Rate of 6.5%.

September saw reduced volatility in general, as equity returns were positive and U.S. Treasury
yields rose modestly. In line with expectations, the U.S. Federal Reserve cut rates by 25 basis
points during the month. The broad U.S. equity market (as measured by the Russell 3000 Index)
was up 1.8%. International markets were also higher on the month. Developed international
equity (as measured by MSCI EAFE) was up 2.9%, while emerging markets were up 1.9%.

Economic data was somewhat weaker in September. Manufacturing activity and consumer
confidence continued their slump in September from August, while non-farm payrolls increased.



The general U.S. fixed income market was down 0.5% during the month as rates rose across the
board. The 10-year U.S. Treasury yield increased during the month, with the yield increasing 17
basis points and ending at 1.67% by month-end.

Attachments
Verus Capital Markets Update
Northern Trust Performance Report
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Market commentary

U.S. ECONOMICS U.S. FIXED INCOME

— Nonfarm payrolls increased by 136,000 in September (exp. +145,000) — The Federal Open Market Committee cut its range for the
while additions in July and August were revised higher by 45,000 in benchmark rate by 0.25% to 1.75% - 2.00%, in line with
total. Nonfarm payroll growth has averaged 157,000 over the past expectations. Voting committee members’ opinions on the
three months. The Healthcare (+39,000) and Professional and decision were dispersed: seven were in favor of the 0.25% cut,
Business Services (+34,000) sectors led job gains for the month. two sought no changes, and one preferred a 0.50% cut.

— The ISM Manufacturing PMI remained under the neutral level of 50.0 — Ten-year Treasury yields rose from 1.50% to 1.67% and touched
and fell from 49.1 to 47.8 (exp 50.0), the second consecutive month intra-month highs of 1.90%. The +0.17% move higher over the
of contraction and the lowest reading since June 2009. Trade remains month marked the largest monthly advance since last September.

the most significant issue with new export orders component falling

— Riskier credit outperformed safer credit within U.S. markets. The
from 43.3 to 41.1.

average option-adjusted spread on corporate bonds in the

— Consumer confidence indicators declined and significantly missed Bloomberg Barclays High Yield Index fell from 3.93% to 3.73%,
estimates. The Conference Board Consumer Confidence Index fell while the average option-adjust spread on corporate bonds in the
from 134.2 to 125.1 (exp. 133.2), its largest drop in nine months and Bloomberg Barclays Aggregate Index fell from 1.20% to 1.15%.
its largest miss relative to economists’ estimates since 2010. INTERNATIONAL MARKETS

U.S. EQUITIES — European PMI data continued to paint a gloomy picture for the

— The S&P 500 Index rebounded +1.9% following two consecutive global manufacturing outlook. Markit’s Manufacturing PMI
months of decline. At the end of the period, the S&P 500 Index had readings plunged to 41.7 in Germany, fell to 47.8 in Italy, faded to
generated a year-to-date total return of +20.6%. 47.7 in Spain, and remained in contraction in the United Kingdom.

— The CBOE VIX index faded its gains from August and fell from 19.0 to — The MSCI Emerging Markets Currency Index gained 0.8% in
16.2 in September. The trailing 30- and 90-day realized volatility on September, notching its third best monthly performance of the
the S&P 500 Index fell to 12.7% and 14.3%, respectively. year, and its third month of positive performance in the last four.

— Per FactSet, the Q3 2019 estimated earnings for the S&P 500 is -4.1%. — The Supreme Court of the United Kingdom ruled the British Prime
If earnings contract -4.1% in Q3, it will mark the third straight quarter Minister Boris Johnson’s 5-week suspension of government as
of year-over-year earnings contraction, which hasn’t happened since illegal. Following the ruling, British lawmakers returned to
Q4 2015. All eleven sectors have seen downward revisions to EPS Parliament, and continued to work toward reaching a deal ahead
estimates, led by Energy (-31.8%) and Materials (-8.1%). of the looming October 31t deadline for the U.K. to leave the E.U.
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Major asset class returns

ONE YEAR ENDING SEPTEMBER TEN YEARS ENDING SEPTEMBER

Wilshire US REIT

14.9% Russell 1000 Growth

BBgBarc US Credit I S&P 500
BBgBarc US Treasury _ 13.1% Wilshire US REIT
BBgBarc US Agg Bond 12.2% Russell 2000 Growth
BBgBarc US Corp. High Yield I Russell 1000 Value
BBgBarc US Agency Interm _ 11.2% Russell 2000
S&P 500 I o Russell 2000 Value
Russell 1000 Value _ 7.9% BBgBarc US Corp. High Yield
Russell 1000 Growth 5.3% BBgBarc US Credit
-1.3% |} MSCI EAFE B o MSCI EAFE
2.0% ] MSCI EM | EEG BBgBarc US Agg Bond
6.6% | Bloomberg Commodity B s MSCI EM
-8.2% - Russell 2000 Value 3.1% BBgBarc US Treasury
3.9% |G Russell 2000 B 2o% BBgBarc US Agency Interm
-9.6% Russell 2000 Growth -4.3% - Bloomberg Commodity
-15% -10% -5% 0% 5% 10% 15% 20% 25% -10% 5% 0% 5%  10%  15% = 20%
Source: Morningstar, as of 9/30/19 Source: Morningstar, as of 9/30/19
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U.S. large cap equities

— The S&P 500 Index gained 1.9% in September, — The Healthcare sector (-0.2%) underperformed over
rebounding from its -1.6% decline last month. Ten of the month, extending its year-to-date
eleven sectors posted positive performance for the underperformance of the S&P 500 Index to 15.0%. The
month and the Financials (+4.6%) and Utilities (+4.3%) sector has faced headwinds from increased political
sectors outperformed. pressure over drug pricing, opiates and insurance costs.
— According to FactSet, the bottom-up September 30th — At month-end, the forward one-year P/E ratio of the
2020 target price for the S&P 500 Price Index is 3322, S&P 500 Index was 16.9, which exceeded both its 5-
which would imply a year-over-year price appreciation and 10-year averages of 16.6 and 14.8, respectively.
of 14.2%. The Energy sector (+25.5%) is expected to The Consumer Discretionary (20.7) and Financials
see the largest price increase while the Utilities sector (11.7) sectors have the highest and lowest forward
(+1.6%) is expected to see the smallest appreciation. one-year P/E ratios.
S&P 500 PRICE INDEX IMPLIED VOLATILITY (VIX INDEX) S&P 500 VALUATION SNAPSHOT
3200 “ 25
3100 35 19.6
3000 " 20 e
2900
2800 = o
2700 20 "
2600 . - 5.9
2500 5 L - I
10 : :
2400
o = = 0
2300 5
2200 Trailing Forward Current Implied Trailing Implied
0 1YrP/E 1YrP/E Div.Yld Div.Yld Earnings Earnings
sep-17 Mar-18 Sep-18 Mar-19 sep-19 Sep-17 Mar-18 Sep-18 Mar-19 Sep-19 (%) (%) Yid(%)  Yid (%)
Source: Bloomberg, as of 9/30/19 Source: CBOE, as of 9/30/19 Source: Bloomberg, as of 9/30/19
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Domestic equity size and style

— Value significantly outperformed growth over the
period, across both large- and small-cap universes. The
Russell 3000 Value Index advanced 3.7% and fared
better than the Russell 3000 Growth Index (unchanged)

for just the second time this year.

— The outperformance of the value factor over the
growth factor was most pronounced within the
Financials sector. The Financials Sub-Index within the
Russell 3000 Value advanced 5.4%, significantly

— Small-cap equities outperformed large-cap equities for
the fourth month this year. The Russell 2000 Index
returned 2.1% while the Russell 1000 Index gained
1.7%. Year-to-date, small-cap equities (+14.2%) have

underperformed large-cap equities (+20.5%) by 6.3%.

— The S&P 500 Price Index closed the month at 2976,
above its 50-, 100-, and 200-day moving-averages,

over the past six months.

outpacing its growth counterpart, which registered a

1.0% decline.

VALUE VS. GROWTH RELATIVE VALUATIONS

VALUE VS. GROWTH 1-YR ROLLING RELATIVE
PERFORMANCE

indicating that there has been an upward price trend

SMALL VS. LARGE 1-YR ROLLING RELATIVE
PERFORMANCE

2.5 20%
20% 20%
15%
2.0
10%
10% 10%
1.5 5%
0,
1.0 0% o 0%
-5%
0.5 s
% o -10%
0.0 -15%
S F L P PSS LNN
A I O RS RO S OO -20% -20%
Relative P/E (Value/Growth) (Left) Sep-09 Sep-11 Sep-13 Sep-15 Sep-17 Sep-19 SR S S S SN )
Relative Average Valuation (Left) f .
Subsequent 5 Year Rolling Excess Returns (Value/Growth) (Right) RN mivs (S Russell 2000 minus Russell 1000
Source: Russell, Bloomberg, as of 9/30/19 Source: FTSE, Bloomberg, as of 9/30/19 Source: FTSE, Bloomberg, as of 9/30/19
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Fixed income

— The European Central Bank delivered a fresh stimulus — Repo rates, which represent the overnight rate paid by
package in its September meeting, in line with short-term borrowers of cash, reached as high as 8.8%
expectations. The ECB cut its main deposit rate from as liquidity was strained in the short-term funds
-0.40% to -0.50% and announced it would restart asset market. Officials at the Federal Reserve Bank of New
purchases to the tune of €20 billion per month York responded, providing liquidity and stating that the
beginning November 1%, and with no stated end date. dislocation was merely a financial “plumbing” issue.

— Local-currency denominated emerging market debt

— At the end of the period, the futures implied
outperformed spread-sector U.S. fixed income. The J.P.

probability of the fed funds range being cut by at least i o

0.25% by the end of the year sat at 72%. There was a Morgan GBI-EM Global Diversified Index (+1.0%)

21% probability of at least 0.50% in cuts by year-end. outpaced the S&P/LSTA Leveraged Loan (+0.5%), and
Bloomberg Barclays U.S. High Yield (+0.4%) indices.

U.S. TREASURY YIELD CURVE NOMINAL YIELDS BREAKEVEN INFLATION RATES
4% 10% 2.4% 9
2.0% 2.1%
1.9%
2 8% . 1.8% 77
6 1.8% 1.5%
1.3%
6%
2 \/ 12%
4%
1% 0.6%
2%
o 0.0%
S X A 5 & G & & & O 0% ) .
®0’§ ®o&\ é\o& ,;\’b & @ F @ EF S BBgBarc US BBgBarcUS BBgBarcUS BBgBarcUS EMBI-Global 12 Months Prior 6 Months Prior Sep-19
N e © v > ) A \,Q '19 0)0 Treasury AggIndex Credit Index High Yield Index
Sep-19 Mar-19 Sep-18 Index Index W 5-Year Breakeven M 10-Year Breakeven
B Sep-19 MW Sep-18 ™ 20-Year Average
Source: Bloomberg, as of 9/30/19 Source: Morningstar, as of 9/30/19 Source: Bloomberg, as of 9/30/19
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(Global markets

— Following approval by the World Trade Organization,
the U.S. announced duties on $7.5 billion of European
exports. The new tariffs will take effect October 18th
and will start at 25% for several European food
products including wines and cheese, and at 10% for

— Emerging market currency exposure dampened EM
equity performance. The MSCI EM Index gained 1.9% in
U.S. dollar terms and only 1.5% in local currency terms.

— In a gesture of good will, President Trump announced
that the effective date of the tariff rate hike from 25%

commercial aircraft.

to 30% on $250 billion of Chinese imports would be

delayed from October 1%t to October 15%. China also
made several good will gestures as the two sides laid
the groundwork for the resumption of high-level trade
talks in Washington at the beginning of October.

GLOBAL SOVEREIGN 10-YEAR YIELDS
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Source: Bloomberg, as of 9/30/19

U.S. DOLLAR MAJOR CURRENCY INDEX
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— The global bond rally showed signs of slowing in
September. Ten-year German bund yield, which started
the month only two basis points above all-time-lows at
-0.70%, rose to -0.58% by the end of the month.

MSCI VALUATION METRICS (3-MONTH AVG)

30
24.
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Source: Bloomberg, as of 9/30/19
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Commodities

— The Bloomberg Commodity Index advanced 1.2% over the — Brent crude oil futures contracts spiked nearly 10% and
period, bringing its year-to-date performance to 3.1%. reached as high as $71.95 per barrel following drone
Grains (+5.2%), as well as Livestock (+7.5%) propelled the attacks on several Saudi Arabian oil processing plants
index higher, while Precious Metals (-4.4%) presented which resulted in the temporary reduction of daily global
headwinds for performance. oil output by 5%. As production was brought back online,

oil prices settled and ended the month up only 1.7%.
— The Livestock Sub-Index rebounded from its poor

performance in August with a 7.5% return in September. — Precious Metals (-4.4%) was the worst performing group
Lean hog futures prices boosted the sub-index higher on within the commodities basket. Dollar strength in
reports that African swine fever had spread into Southeast September made holding gold and silver more expensive
Asia and South Korea, and that local governments had in U.S.-dollar terms and rising yields increased the
begun to cull pig populations. opportunity cost of holding assets not providing income.
INDEX AND SECTOR PERFORMANCE COMMODITY PERFORMANCE
Month Q1D YTD 1Year 3 Year 5 Year 10 Year
180
Bloomberg Commodity 1.2 (1.8) 31 (6.6) (1.5) (7.2) (4.3) 160
Bl by icul 4.2 6.1 5.0 4.9 9.6 7.8 3.6
oomberg Agriculture (6.1) (5.0) (4.9) (9.6) (7.3) (3.6) 140
Bloomberg Energy 11 (4.5) 5.6 (21.6) (0.8) (16.8) (11.9)
120
Bloomberg Grains 5.2 (6.5) (4.5) (3.8) (6.7) (6.7) (3.7)
100
Bloomberg Industrial Metals 0.5 2.4 7.2 (2.1) 5.8 (1.7) (2.0)
80
Bloomberg Livestock 7.5 0.8 (6.1) (5.5) 5.8 (6.6) (1.4)
60
Bloomberg Petroleum 13 (5.3) 18.0 (23.2) 4.2 (14.5) (6.4)
_ 40
Bloomberg Precious Metals (4.4) 5.3 12.8 20.5 0.9 2.2 2.3 Sep-16 Mar-17 Sep-17 Mar-18 Sep-18 Mar-19 Sep-19
Bloomberg Softs 4.2 (8.6) (8.5) (7.8) (187)  (11.5) (6.2) (o]l Gold Copper Natural Gas ~ ——— Agriculture
Source: Morningstar, as of 9/30/19 Source: Bloomberg, as of 9/30/19
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Periodic table of returns

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 YTD  5-Year 10-Year

: NESEENENERRER I E I o R o L o
A Large Cap Equity 27.0 QXN -- 26.9 26.9 38.8 13.2 21.3 EElWI 20.5 106 132
o B - EIICIRR - o - zsom
e - [ - - o O s -m - ENEDE ' [
Small Cap Equity - - 28 1.0 392 75 184 116 28.4 m 16.4 331 m 217  -35 142 11.2
S - o S B s o N o o B R
oot RERETRRY 5o | |1 s] 55 1| --------
Emerging Markets Equity [SEyAC) -7.8 . 46 104 58 -376 d . . -11.0 -
Hedge Funds of Funds ~ -5.1 -140 -12.4 -205 116 m 11.5 -5.7 0.1 4.4 FUR - 5.0
i - [ - s R - m--- - N o
v Commodities m -27.9 -1.6 -431 0.2 -133 -4.5 0.5 - -13.8 .
e D o - -+ T - oo 0
(7
§ Large Cap Equity . Small Cap Growth . Commodities
. Large Cap Value International Equity . Real Estate
. Large Cap Growth . Emerging Markets Equity Hedge Funds of Funds
Small Cap Equity [ usBonds I 60% MSCI ACWI/40% BBgBarc Global Bond
[ small Cap value Cash

Source Data: Morningstar, Inc., Hedge Fund Research, Inc. (HFR), National Council of Real Estate Investment Fiduciaries (NCREIF). Indices used: Russell 1000, Russell 1000 Value, Russell 1000 Growth, Russell 2000,
Russell 2000 Value, Russell 2000 Growth, MISCI EAFE, MSCI EM, BBgBarc US Aggregate, T-Bill 90 Day, Bloomberg Commodity, NCREIF Property, HFRI FOF, MSCI ACWI, BBgBarc Global Bond. NCREIF Property Index
performance data as of 6/30/19.
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S&P 500 sector returns

Q3

9.3%

7.7%

6.1%

3.3%

2.2%

-0.1%

-10% -5% 0% 5% 10%

Source: Morningstar, as of 9/30/19
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ONE YEAR ENDING SEPTEMBER
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Detailed index returns

DOMESTIC EQUITY FIXED INCOME

Month QTD YTD 1Year 3Year 5Year 10Year Month QTD YTD 1Year 3Year 5Year 10Year
Core Index Broad Index
S&P 500 1.9 1.7 20.6 4.3 13.4 10.8 13.2 BBgBarc US TIPS (1.4) 1.3 7.6 7.1 2.2 2.4 3.5
S&P 500 Equal Weighted 3.1 0.8 20.1 3.4 11.1 9.5 13.4 BBgBarc US Treasury Bills 0.2 0.6 1.9 2.4 1.5 1.0 0.6
DJ Industrial Average 2.1 1.8 17.5 4.2 16.4 12.3 13.6 BBgBarc US Agg Bond (0.5) 2.3 8.5 10.3 2.9 3.4 3.7
Russell Top 200 1.6 1.8 20.0 4.1 14.2 11.2 13.3 Duration
Russell 1000 1.7 1.4 20.5 28 13.2 10.6 13.2 BBgBarc US Treasury 1-3 Yr (0.1) 0.6 3.1 4.4 1.5 1.3 1.2
Russell 2000 2.1 (2.4) 14.2 (8.9) 8.2 8.2 11.2 BBgBarc US Treasury Long (2.5) 7.9 19.8 24.8 4.1 6.8 6.9
Russell 3000 1.8 1.2 20.1 2.9 12.8 10.4 13.1 BBgBarc US Treasury (0.8) 2.4 7.7 10.5 2.2 2.9 3.1
Russell Mid Cap 2.0 0.5 21.9 3.2 10.7 9.1 13.1 Issuer
Style Index BBgBarc US MBS 0.1 1.4 5.6 7.8 2.3 2.8 3.1
Russell 1000 Growth 0.0 1.5 23.3 3.7 16.9 13.4 14.9 BBgBarc US Corp. High Yield 0.4 1.3 11.4 6.4 6.1 5.4 7.9
Russell 1000 Value 3.6 1.4 17.8 4.0 9.4 7.8 11.5 BBgBarc US Agency Interm (0.2) 1.0 4.1 5.8 1.9 2.0 2.0
Russell 2000 Growth (0.8) (4.2) 15.3 (9.6) 9.8 9.1 12.2 BBgBarc US Credit (0.7) 3.0 12.6 12.6 4.3 4.5 5.3
Russell 2000 Value 5.1 (0.6) 12.8 (8.2) 6.5 7.2 10.1
INTERNATIONAL EQUITY OTHER
Broad Index Index
MSCI ACWI 2.1 (0.0) 16.2 1.4 9.7 6.7 8.3 Bloomberg Commodity 1.2 (1.8) 3.1 (6.6) (1.5) (7.2) (4.3)
MSCI ACWI ex US 2.6 (1.8) 11.6 (1.2) 6.3 2.9 4.5 Wilshire US REIT 2.8 7.9 27.2 18.4 7.2 10.2 13.1
MSCI EAFE 2.9 (1.1) 12.8 (1.3) 6.5 3.3 4.9 CS Leveraged Loans 0.4 0.9 6.4 3.1 4.7 4.1 5.4
MSCI EM 1.9 (4.2) 5.9 (2.0) 6.0 2.3 3.4 Alerian MLP 0.8 (5.1) 11.8 (6.4) (2.7) (8.2) 7.0
MSCI EAFE Small Cap 2.8 (0.4) 12.1 (5.9) 5.9 6.0 7.5 Regional Index
Style Index JPM EMBI Global Div (0.5) 1.5 13.0 11.6 4.6 5.7 6.9
MSCI EAFE Growth 1.1 (0.4) 17.9 2.2 7.8 5.5 6.5 JPM GBI-EM Global Div 1.0 (0.8) 7.9 10.1 3.1 0.6 2.5
MSCI EAFE Value 4.8 (1.7) 7.7 (4.9) 5.1 1.0 3.2 Hedge Funds
Regional Index HFRI Composite (0.3) (0.5) 6.7 0.3 3.8 2.9 4.0
MSCI UK 4.2 (2.5) 10.1 (2.9) 4.6 0.4 4.8 HFRI FOF Composite (0.6) (1.1) 5.0 (0.2) 3.1 1.9 2.7
MSCI Japan 4.0 3.1 11.1 (4.7) 6.2 5.6 5.5 Currency (Spot)
MSCI Euro 2.8 (2.0) 13.9 (1.1) 7.1 2.4 3.1 Euro (1.8) (0.3) 1.5 5.1 (2.1) 0.3 (1.9)
MSCI EM Asia 2.0 (3.4) 6.0 (3.9) 6.3 4.1 5.2 Pound 1.2 (3.2) (3.2) (5.5) (1.7) (5.3) (2.6)
MSCI EM Latin American 2.6 (5.6) 6.3 6.7 6.8 (0.8) (0.5) Yen (1.0) (4.3) (4.6) (6.1) (1.0) (2.9) (2.9)

Source: Morningstar, HFR, as of 9/30/19
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Notices & disclosures

Past performance is no guarantee of future results. This document is provided for informational purposes only and is directed to institutional clients and eligible
institutional counterparties only and is not intended for retail investors. Nothing herein constitutes investment, legal, accounting or tax advice, or a recommendation to
buy, sell or hold a security or pursue a particular investment vehicle or any trading strategy. This document may include or imply estimates, outlooks, projections and
other “forward-looking statements.” No assurance can be given that future results described or implied by any forward looking information will be achieved. Investing
entails risks, including possible loss of principal. Verus Advisory Inc. (“Verus”) file a single form ADV under the United States Investment Advisors Act of 1940, as amended.
Additional information about Verus Advisory, Inc. available on the SEC’s website at www.adVviserinfo.sec.gov.

Verus — also known as Verus Advisory™.
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San Mateo County

Composite Return Summary

.S.amCERA

9/30/2019
Total Fund Performance Asset Allocation
14.00
DOMESTIC EQUITY $1,016,946,470 21.3%
12.00
INTERNATIONAL EQUITY $880,240,676
10.00
PRIVATE EQUITY $313,908,358
. 8.00
S RISK PARITY $399,513,505
= 6.00
2 ’ ABSOLUTE RETURN $242,993,006
@
4.00 PUBLIC REAL ASSETS $316,558,836
2.00 FIXED INCOME $1,018,533,736 21.3%
0.00 REAL ESTATE $379,453,655
-2.00 PRIVATE REAL ASSETS $75,072,742 1.6%
1Mth. 3Mth. YTD FYTD 1Yr. 3Yr. 5Yr. 10Yr. ITD
TOTAL FUND - Gross 0.9 1.3 120 13 49 75 6.5 8.5 6.8 TIPS $37,278,220 0.8%
BTOTAL FUND - Net 0.9 1.3 119 13 48 74 6.3 8.2 6.7
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San Mateo County i~

Composite Return Summar il
SepterEl)ber 30,2019 y SamCERA

Return Comparison
15.0

119 117
10.0 8.1 77 80 g2 86
74 63 6.6 : 67 7.0
48 5.1
5.0
1 Mth. 3 Mth. YTD FYTD 1vr. 3Yr. 5Yr. 7Yr. 10 Yr. ITD

m San Mateo County ERA

Composite Returns (Net of Manager Fees) Market Value ($) 1 Mth. 3 Mth. YTD FYTD 1Yr. 3Yr. 5Yr. 7Yr. 10VYr. ITD
San Mateo County ERA 4,782,295,114 0.9 1.3 11.9 1.3 4.8 7.4 6.3 7.7 8.2 6.7
Samcera Total Plan Benchmark 1.6 1.0 11.7 1.0 5.1 8.1 6.6 8.0 8.6 7.0
Excess -0.6 0.3 0.2 0.3 -0.3 -0.7 -0.3 -0.3 -0.4 -0.3
San Mateo Ex-Clifton Overlay 4,766,605,150 0.9 1.3 11.6 1.3 4.5 7.3 6.2 7.6 8.1 6.6
Samcera Total Plan Benchmark 1.6 1.0 11.7 1.0 5.1 8.1 6.6 8.0 8.6 7.0
Excess -0.7 0.3 -0.1 0.3 -0.6 -0.8 -0.4 -0.4 -0.5 -0.4
Total Equity 1,897,187,146 2.1 0.5 16.6 0.5 1.5 10.0 7.6 9.9 9.7 7.7
Samcera Total Equity Benchmark 2.2 0.4 16.7 0.4 1.4 10.7 8.5 10.8 10.6 8.3
Excess -0.0 0.1 -0.1 0.1 0.1 -0.7 -0.9 -0.9 -0.9 -0.6
Fixed Income 1,018,533,736 -0.3 1.0 6.7 1.0 7.2 4.7 4.0 3.9 55 55
Samcera Fixed Income Benchmark -0.3 2.1 9.7 2.1 9.9 3.6 3.9 2.9 4.1 5.1
Excess -0.1 -1.1 -3.1 -1.1 -2.7 1.0 0.1 1.0 14 0.4
Risk Parity 399,513,505 0.0 2.7 19.8 2.7 15.1 7.3 6.4 5.9 - 6.8
Samcera Risk Parity Benchmark 0.9 0.6 13.2 0.6 4.5 8.0 7.2 8.5 -- 8.3
Excess -0.8 2.1 6.7 2.1 10.6 -0.7 -0.8 -2.6 -- -15
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Return Comparison
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m San Mateo County ERA

Composite Returns (Net of Manager Fees) Market Value ($) 1 Mth. 3 Mth. YTD FYTD 1Yr. 3Yr. 5Yr. 7Yr. 10VYr. ITD
Alternatives 556,901,365 0.2 8.1 11.2 8.1 104 8.3 6.6 55 -3.2 -1.5
Samcera Alternatives Benchmark 4.1 3.4 4.8 3.4 9.9 11.1 7.8 8.8 9.6 7.9
Excess -3.9 4.6 6.4 4.6 0.5 -2.8 -1.2 -3.3 -12.7 -9.3
Inflation Hedge 808,363,453 0.5 -1.3 5.2 -1.3 1.7 4.6 - - - 6.3
SamCERA Inflation Hedge Index 0.9 -0.5 6.1 -0.5 3.5 5.7 -- -- -- 6.4
Excess -0.4 -0.9 -0.9 -0.9 -1.8 -1.2 -- -- -- -0.0
Cash 86,105,945 0.1 0.3 0.9 0.3 1.2 0.8 0.7 0.7 0.7 1.9
Samcera Cash Benchmark 0.2 0.6 1.8 0.6 2.4 1.5 1.0 0.7 0.5 1.9
Excess -0.1 -0.3 -0.9 -0.3 -1.2 -0.7 -0.3 -0.0 0.2 0.0
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San Mateo County

Composite Return Summary

September 30,2019

—

.SamCERA

Composite Returns (NET) Market Value ($) 1 Mth. 3 Mth. YTD FYTD 1Yr. 3Yr. 5Yr. 7Yr. 10VYr. ITD
Total Equity 1,897,187,146 2.1 0.5 16.6 0.5 1.5 10.0 7.6 9.9 9.7 7.7
Samcera Total Equity Benchmark 2.2 0.4 16.7 0.4 1.4 10.7 8.5 10.8 10.6 8.3
Excess -0.0 0.1 -0.1 0.1 0.1 -0.7 -0.9 -0.9 -0.9 -0.6
Domestic Equity 1,016,946,470 1.9 1.7 19.7 1.7 2.5 13.0 10.4 12.6 12.6 8.7
Samcera Dom. Equity Benchmark 1.8 1.2 20.1 1.2 2.9 12.8 10.5 12.9 13.0 9.0
Excess 0.1 0.5 -0.4 0.5 -0.4 0.2 -0.1 -0.3 -0.4 -0.3
Large Cap Equity 932,834,714 1.7 1.9 20.5 1.9 4.0 13.8 11.2 13.3 12.9 9.5
Russell 1000 1.7 14 20.5 14 3.9 13.2 10.6 13.2 13.2 9.8
Excess -0.0 0.5 -0.0 0.5 0.1 0.6 0.5 0.1 -0.3 -0.3
Blackrock Russell 1000 488,761,017 1.7 14 20.5 14 3.8 - - - - 12.6
Russell 1000 1.7 14 20.5 14 3.9 - - - - 125
Excess 0.0 0.0 -0.0 0.0 -0.0 -- -- -- -- 0.1
DE Shaw Commingled Fund 147,342,913 1.9 1.4 17.3 1.4 0.7 13.0 -- -- -- 10.8
Russell 1000 1.7 14 20.5 14 3.9 13.2 - - - 10.1
Excess 0.1 0.0 -3.3 0.0 -3.2 -0.2 -- -- -- 0.7
Acadian US MGD V-SL 145,139,425 1.7 2.8 19.2 2.8 -- -- -- -- -- 21.2
Russell 1000 1.7 14 20.5 14 - - - - - 21.5
Excess -0.0 1.4 -1.3 1.4 -- -- -- -- -- -0.3
Panagora Defuseq -SL 151,591,359 1.6 3.2 25.3 3.2 -- -- -- -- -- 27.3
Russell 1000 1.7 14 20.5 14 - - - - - 215
Excess -0.2 1.8 4.7 1.8 -- -- -- -- -- 5.8
Small Cap Equity 84,111,756 3.8 -0.9 11.7 -0.9 -11.3 6.6 4.8 8.1 10.1 6.0
Russell 2000 2.1 -2.4 14.2 -2.4 -8.9 8.2 8.2 10.4 11.2 7.5
Excess 1.7 15 -2.5 15 2.4 -1.6 -3.4 -2.3 -1.1 -1.6
QMA US Small Cap 84,111,756 3.8 -0.9 11.7 -0.9 -11.3 6.6 -- -- -- 7.1
Russell 2000 2.1 2.4 14.2 2.4 -8.9 8.2 - - - 8.4
Excess 1.7 15 -2.5 15 -2.4 -1.6 -- -- -- -1.3
Northern Trust
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San Mateo County

Composite Return Summary

September 30,2019

—

.SamCERA

Composite Returns (NET) Market Value ($) 1 Mth. 3 Mth. YTD FYTD 1Yr. 3Yr. 5Yr. 7Yr. 10VYr. ITD
International Equity 880,240,676 2.5 -0.8 13.1 -0.8 0.3 6.0 3.7 5.6 4.5 5.3
SamCERA Custom Hedge Intl 2.7 -0.6 12.7 -0.6 -0.5 6.6 3.3 5.4 4.8 4.9
Excess -0.3 -0.3 0.4 -0.3 0.8 -0.6 0.4 0.3 -0.3 0.4
Developed Markets Equity 792,869,333 2.6 -0.4 14.1 -0.4 0.4 6.2 4.1 6.1 4.9 4.3
MS AC WIdxUS IMI Nt 2.6 -1.7 11.4 -1.7 -1.8 6.1 3.0 5.2 4.7 4.6
Excess 0.0 1.3 2.7 1.3 2.2 0.1 1.1 1.0 0.2 -0.3
Baillie Gifford 254,643,977 1.0 -1.0 18.7 -1.0 0.6 6.5 5.7 7.4 -- 7.2
MSCI ACWI ex US Growth -- -- -- -- -- -- -- - - -
Excess -- -- -- -- -- -- -- -- -- --
Blackrock EAFE Index Fund 253,027,327 2.9 -1.0 13.1 -1.0 -1.1 6.8 3.6 -- -- 2.9
MSCI EAFE ND 2.9 -1.1 12.8 -1.1 -1.3 6.5 3.3 -- -- 2.6
Excess 0.0 0.0 0.3 0.0 0.3 0.4 0.3 -- -- 0.3
Mondrian Investment Partners 245,630,074 3.6 -2.8 7.6 -2.8 -2.0 4.5 2.0 4.6 4.2 4.9
MSCI ACWI ex US Value - - - - - - - - - -
Excess -- -- -- -- -- -- -- -- -- --
Parametriccurr Ovrla 39,567,954 4.8 31.3 39.6 31.3 57.1 -- -- -- -- 63.7
Excess -- -- -- -- -- -- -- -- -- --
Emerging Markets Equity 87,371,343 15 -4.3 5.1 -4.3 -1.0 4.2 0.1 1.7 -- 1.4
MSCI Emerging Markets ND 1.9 -4.2 5.9 -4.2 -2.0 6.0 2.3 2.4 -- 2.0
Excess -0.5 -0.1 -0.7 -0.1 1.0 -1.8 -2.2 -0.7 -- -0.6
EV Parametric EM 87,371,343 1.5 -4.3 5.1 -4.3 -1.0 4.2 -- -- -- 3.8
MSCI Emerging Markets GD 1.9 -4.1 6.2 -4.1 -1.6 6.4 -- -- -- 5.4
Excess -0.5 -0.2 -1.1 -0.2 0.6 -2.2 -- -- -- -1.6
Fixed Income 1,018,533,736 -0.3 1.0 6.7 1.0 7.2 47 4.0 3.9 5.5 5.5
Samcera Fixed Income Benchmark -0.3 2.1 9.7 2.1 9.9 3.6 3.9 2.9 4.1 51
Excess -0.1 -1.1 -3.1 -1.1 2.7 1.0 0.1 1.0 1.4 0.4
Core Fixed Income 661,853,112 0.0 1.6 7.1 1.6 8.6 3.3 3.6 3.3 4.9 5.3
Northern Trust
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San Mateo County
Composite Return Summary

—_

SamCERA

September 30,2019
Composite Returns (NET) Market Value ($) 1 Mth. 3 Mth. YTD FYTD 1Yr. 3Yr. 5Yr. 7Yr. 10VYr. ITD
BBG Barclays US Aggregate -0.5 2.3 8.5 2.3 10.3 2.9 3.4 2.7 3.7 5.0
Excess 0.5 -0.7 -1.4 -0.7 -1.7 0.4 0.2 0.5 1.2 0.3
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San Mateo County

Composite Return Summary

September 30,2019

—

.SamCERA

Composite Returns (NET) Market Value ($) 1 Mth. 3 Mth. YTD FYTD 1Yr. 3Yr. 5 Yr. 7Yr. 10Yr. ITD
FIAM Core Bond 287,349,195 -0.5 2.2 9.0 2.2 10.2 3.3 3.8 3.2 4.6 4.8
BBG Barclays US Aggregate -0.5 2.3 8.5 2.3 10.3 2.9 3.4 2.7 3.7 4.4
Excess 0.1 -0.1 0.5 -0.1 -0.1 0.4 0.4 0.5 0.9 0.4
Western Total Return 137,965,723 1.8 1.0 6.4 1.0 7.2 4.7 -- -- -- 4.3
BBG Barclays US Aggregate -0.5 2.3 8.5 2.3 10.3 2.9 -- -- -- 3.5
Excess 2.4 -1.3 -2.1 -1.3 -3.1 1.7 -- -- -- 0.8
Blackrock Inter Gov 236,538,193 -0.4 1.2 5.3 1.2 7.6 -- -- -- -- 2.9
BBG Barclays US Aggregate -0.5 2.3 8.5 2.3 10.3 - - - - 4.4
Excess 0.1 -1.1 -3.2 -1.1 -2.7 -- -- -- -- -1.5
Opportunistic Credit 356,680,624 -1.0 -0.1 5.9 -0.1 4.5 6.9 5.7 7.0 -- 8.8
BB Barc BA Intermediate HY Ind 0.3 1.8 12.1 1.8 9.1 5.5 5.5 5.6 -- 7.3
Excess -1.2 -1.9 -6.2 -1.9 -4.6 1.4 0.2 1.4 -- 15
Pimco Private Income 22,116,753 0.0 0.5 -- 0.5 -- -- -- -- -- 0.5
BB Barc BA Intermediate HY Ind 0.3 1.8 -- 1.8 -- -- -- -- -- 4.8
Excess -0.3 -1.3 -- -1.3 -- -- -- -- -- -4.2
AG Opportunistic Whole Loan 4,754,287 0.0 6.2 7.7 6.2 14.3 21.9 13.0 - - 115
BB Barc BA Intermediate HY Ind 0.3 1.8 12.1 1.8 9.1 5.5 5.5 -- -- 5.1
Excess -0.3 4.3 -4.4 4.3 5.2 16.3 7.5 -- -- 6.4
Angelo Gordon 3,619,298 0.0 8.0 18.0 8.0 26.6 25.4 16.6 -- -- 15.4
BB Barc BA Intermediate HY Ind 0.3 1.8 12.1 1.8 9.1 5.5 5.5 -- -- 5.5
Excess -0.3 6.2 5.9 6.2 17.5 19.9 11.1 -- -- 9.9
Beach Point Select Fund 52,539,185 0.0 0.0 5.1 0.0 3.7 7.2 -- -- -- 7.7
BB Barc BA Intermediate HY Ind 0.3 1.8 12.1 1.8 9.1 5.5 -- -- -- 5.5
Excess -0.3 -1.8 -7.0 -1.8 -5.4 1.6 -- -- -- 2.2
Brigade Cap Mngmt 78,434,634 -1.2 -1.1 5.0 -1.1 -0.8 4.8 3.9 4.8 - 6.1
BB Barc BA Intermediate HY Ind 0.3 1.8 12.1 1.8 9.1 5.5 5.5 5.6 -- 6.7
Excess -1.5 -2.9 -7.1 -2.9 -9.9 -0.8 -1.6 -0.7 -- -0.6
Northern Trust
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San Mateo County

Composite Return Summary

September 30,2019

—

.SamCERA

Composite Returns (NET) Market Value ($) 1 Mth. 3 Mth. YTD FYTD 1Yr. 3Yr. 5Yr. 7Yr. 10VYr. ITD
White Oak Yield Spec 34,301,530 0.0 1.6 4.2 1.6 55 - - - - -
BB Barc BA Intermediate HY Ind 0.3 1.8 12.1 1.8 9.1 -- -- -- -- 5.7
Excess -0.3 -0.2 -7.9 -0.2 -3.6 -- -- -- -- --
PIMCO Div. Income Fund 88,839,498 -0.2 1.2 10.9 1.2 9.5 -- -- -- -- 5.3
BB Barc BA Intermediate HY Ind 0.3 1.8 12.1 1.8 9.1 -- -- -- -- 5.0
Excess -0.4 -0.6 -1.2 -0.6 0.4 -- -- -- -- 0.3
TCP Direct Lending VIII 31,425,376 0.0 0.0 4.7 0.0 6.3 5.9 -- -- -- --
BB Barc BA Intermediate HY Ind 0.3 1.8 12.1 1.8 9.1 55 -- -- -- 6.4
Excess -0.3 -1.8 -7.4 -1.8 -2.8 0.4 -- -- -- --
Franklin Templeton 40,650,063 -5.5 -4.0 -1.0 -4.0 1.2 3.1 0.8 2.3 -- 3.3
BB Barclays Multiverse Index -0.9 0.6 6.4 0.6 7.5 1.8 2.1 14 - 2.3
Excess -4.6 -4.6 -7.4 -4.6 -6.4 1.3 -1.3 0.9 -- 1.0
Risk Parity 399,513,505 0.0 2.7 19.8 2.7 15.1 7.3 6.4 5.9 -- 6.8
Samcera Risk Parity Benchmark 0.9 0.6 13.2 0.6 4.5 8.0 7.2 8.5 - 8.3
Excess -0.8 2.1 6.7 2.1 10.6 -0.7 -0.8 -2.6 -- -1.5
AQR Global Risk 11l 198,846,488 0.1 1.2 17.4 1.2 12.9 8.0 4.8 4.7 -- 5.8
Samcera Risk Parity Benchmark 0.9 0.6 13.2 0.6 4.5 8.0 7.2 8.5 - 8.3
Excess -0.8 0.6 4.2 0.6 8.4 -0.0 -2.3 -3.8 -- -2.5
Panagora 200,667,017 -0.0 4.2 22.4 4.2 17.4 6.8 7.8 -- -- 7.4
Samcera Risk Parity Benchmark 0.9 0.6 13.2 0.6 4.5 8.0 7.2 - - 6.8
Excess -0.9 3.5 9.2 3.5 12.9 -1.1 0.7 -- -- 0.5
Alternatives 556,901,365 0.2 8.1 11.2 8.1 10.4 8.3 6.6 5.5 -3.2 -1.5
Samcera Alternatives Benchmark 4.1 3.4 4.8 3.4 9.9 11.1 7.8 8.8 9.6 7.9
Excess -3.9 4.6 6.4 4.6 0.5 -2.8 -1.2 -3.3 -12.7 -9.3
Private Equity 313,908,358 0.2 15.0 23.0 15.0 24.6 18.6 16.5 15.1 -- -14.6
Samcera PE Benchmark 2.0 1.9 22.7 1.9 6.0 16.2 13.7 16.3 -- 16.3
Excess -1.8 13.1 0.3 13.1 18.6 2.4 2.8 -1.2 -- -30.9
Northern Trust
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San Mateo County

Composite Return Summary

September 30,2019

—

.SamCERA

Composite Returns (NET) Market Value ($) 1 Mth. 3 Mth. YTD FYTD 1Yr. 3Yr. 5Yr. 7Yr. 10VYr. ITD
Absolute Return 242,993,006 0.1 -0.0 -1.6 -0.0 -4.6 -2.2 1.5 3.0 -- 2.4
Samcera LIBOR + 4% 0.5 1.6 4.8 1.6 6.4 5.7 51 4.9 -- 4.8
Excess -0.4 -1.6 -6.4 -1.6 -11.1 -7.9 -3.6 -1.9 -- -2.4
AQR Delta XN 138,918,173 0.2 -1.2 -7.6 -1.2 -10.9 -5.3 -0.3 1.7 -- 1.3
Samcera LIBOR + 4% 0.5 1.6 4.8 1.6 6.4 5.7 51 4.9 -- 4.8
Excess -0.3 -2.7 -12.4 -2.7 -17.4 -11.0 -5.4 -3.2 -- -3.5
Aberdeen Std GARS 104,074,833 0.0 1.6 7.8 1.6 5.4 2.4 -- -- -- 0.7
Samcera LIBOR + 4% 0.5 1.6 4.8 1.6 6.4 5.7 -- -- -- 54
Excess -0.5 0.1 2.9 0.1 -1.1 -3.3 -- -- -- -4.6
Inflation Hedge 808,363,453 0.5 -1.3 5.2 -1.3 1.7 4.6 - - - 6.3
SamCERA Inflation Hedge Index 0.9 -0.5 6.1 -0.5 3.5 5.7 -- -- -- 6.4
Excess -0.4 -0.9 -0.9 -0.9 -1.8 -1.2 -- -- -- -0.0
TIPS 37,278,220 -1.0 0.6 6.2 0.6 5.4 2.4 -- -- -- 2.6
BBG Barclays US TIPS -1.4 1.3 7.6 1.3 7.1 2.2 -- -- -- 2.7
Excess 0.3 -0.8 -1.4 -0.8 -1.8 0.2 -- -- -- -0.0
BBH Inflation Indexed 37,278,215 -1.0 0.6 -- 0.6 -- -- -- -- -- 4.6
BBG Barclays US TIPS -1.4 1.3 -- 1.3 -- -- -- -- -- --
Excess 0.3 -0.8 -- -0.8 -- -- -- -- -- --
Real Estate 379,453,655 0.1 0.1 4.6 0.1 7.1 7.6 -- -- -- 7.9
Samcera NCREIF ODCE EW (gross) 0.0 0.0 3.1 0.0 4.7 7.1 -- -- -- 7.4
Excess 0.1 0.1 1.5 0.1 2.4 0.5 -- -- -- 0.5
Invesco Core Real Estate 269,029,611 0.0 -0.1 4.1 -0.1 6.7 7.6 9.8 10.1 10.4 7.7
Samcera NCREIF ODCE EW (gross) 0.0 0.0 3.1 0.0 4.7 7.1 9.3 10.2 10.7 7.6
Excess 0.0 -0.1 1.1 -0.1 2.0 0.5 0.5 -0.1 -0.3 0.1
Invesco US Val IV 19,091,001 0.0 1.1 9.8 1.1 12.6 10.6 -- -- -- 11.7
Samcera NCREIF ODCE EW (gross) 0.0 0.0 3.1 0.0 4.7 7.1 -- -- -- 8.3
Excess 0.0 1.1 6.8 1.1 7.9 3.5 -- -- -- 3.4
Northern Trust
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San Mateo County

Composite Return Summary

September 30,2019

—

.SamCERA

Composite Returns (NET) Market Value ($) 1 Mth. 3 Mth. YTD FYTD 1Yr. 3Yr. 5Yr. 7Yr. 10VYr. ITD
PGIM Real Estate US Debt Fund 83,935,594 -0.0 -0.0 4.7 -0.0 6.7 - - - - 4.3
Samcera NCREIF ODCE EW (gross) 0.0 0.0 3.1 0.0 4.7 -- -- -- -- 6.9
Excess -0.0 -0.0 1.6 -0.0 2.0 -- -- -- -- -2.5
Invesco US VAL V 7,397,449 54 5.4 -- 5.4 -- -- -- -- -- 0.7
Samcera NCREIF ODCE EW (gross) 0.0 0.0 - 0.0 - - - - - -
Excess 5.4 5.4 -- 5.4 -- -- -- -- -- --
Public Real Assets 316,558,836 1.9 -2.9 10.1 -2.9 -2.2 3.7 - - - -
SamCera Liquid Real Asset Inde 1.8 -2.6 9.8 -2.6 -0.1 4.5 - - - 6.9
Excess 0.1 -0.3 0.3 -0.3 -2.1 -0.7 -- -- -- --
CUSHING MLP ALPHA TR 71,794,625 2.4 -3.7 12.2 -3.7 -7.6 -- -- -- -- -8.3
50% BC US TIPS/50% SamCERA CRA 0.2 -0.6 8.9 -0.6 3.7 -- -- -- -- 2.2
Excess 2.1 -3.2 3.3 -3.2 -11.3 -- -- -- -- -10.5
SSGA CST REAL ASSET NL 244,764,211 1.8 -2.6 9.5 -2.6 -0.5 4.5 -- -- -- --
SamCera Liquid Real Asset Inde 1.8 -2.6 9.8 -2.6 -0.1 4.5 - - - 5.2
Excess -0.0 -0.1 -0.2 -0.1 -0.4 -0.0 -- - - -
Private Real Assets 75,072,742 -2.5 -3.0 -13.1 -3.0 -9.9 -2.2 - - - 7.9
SamCERA Private Real Asset ldx 3.8 2.1 4.2 2.1 4.4 6.0 -- -- -- 7.7
Excess -6.4 -5.1 -17.4 -5.1 -14.3 -8.2 -- -- -- 0.2
Cash 86,105,945 0.1 0.3 0.9 0.3 1.2 0.8 0.7 0.7 0.7 1.9
Samcera Cash Benchmark 0.2 0.6 1.8 0.6 2.4 15 1.0 0.7 0.5 1.9
Excess -0.1 -0.3 -0.9 -0.3 -1.2 -0.7 -0.3 -0.0 0.2 0.0
General Account 43,725,703 0.2 0.6 1.8 0.6 2.4 1.7 1.2 0.9 0.7 2.0
Transition Account 406 - - - - - - - - -- -
County Treasury Pool 42,380,647 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.2 0.4 2.4
Ex-Parametric MN Overlay 15,689,964 17.1 -5.3 68.7 -5.3 69.0 23.5 35.5 -- -- 24.0
San Mateo County ERA 4,782,295,114 0.9 1.3 11.9 1.3 4.8 7.4 6.3 7.7 8.2 6.7
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San Mateo County
Composite Return Summary
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SamCERA

September 30,2019

Composite Returns (NET) Market Value ($) 1 Mth. 3 Mth. YTD FYTD 1Yr. 3Yr. 5Yr. 7Yr. 10VYr. ITD

Samcera Total Plan Benchmark 1.6 1.0 11.7 1.0 5.1 8.1 6.6 8.0 8.6 7.0
-0.6 0.3 0.2 0.3 -0.3 -0.7 -0.3 -0.3 -0.4 -0.3

Excess
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TOTAL FUND
Beginning Market Value
Contributions
Withdrawals

Income Received
Gain/Loss

Ending Market Value

Net Asset Values Over Time ($000)

Three Months

4,663,332,993
126,933,492
-69,694,285
9,886,173
52,068,975
4,782,295,114

One Year

4,495,299,772
558,381,099
-497,437,343
54,779,759
170,737,193
4,782,295,114
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Actual vs Target Weights
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oo Domestic Equity Interna;ional Fixed Income  Private Equity Risk Parity ~ Absolute Return TIPS Public Real Real Estate Private Real
Equity Assets Assets
m Actual ®Target

Min Actual Target Deviation Max
Domestic Equity 20.0 21.3 22.0 -0.7 24.0
International Equity 17.0 18.4 19.0 -0.6 21.0
Fixed Income 19.0 21.3 21.0 0.3 23.0
Private Equity 4.0 6.6 6.0 0.6 8.0
Risk Parity 6.0 8.4 8.0 0.4 10.0
Absolute Return 4.0 51 6.0 -0.9 8.0
TIPS 0.0 0.8 2.0 -1.2 4.0
Public Real Assets 4.0 6.6 6.0 0.6 8.0
Real Estate 6.0 7.9 8.0 -0.1 10.0
Private Real Assets 0.0 1.6 2.0 -0.4 4.0
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NORTHERN TRUST
Disclaimer(s)

The Global Industry Classification Standard ("GICS") was developed by and is the exclusive property and a service
mark of Morgan Stanley Capital International Inc.("MSCI") and Standard & Poor's, a division of The McGraw-Hill
Companies, Inc.("S&P") and is licensed for use by The Northern Trust Corporation and its wholly owned
subsidiaries. Neither MSCI, S&P, nor any other party involved in making or compiling the GICS or any GICS
classifications makes any express or implied warranties or representations with respect to such standard or
classification (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all
warranties of originality, accuracy, completeness, merchantability and fithess for a particular purpose with respect
to any of such standard or classification. Without limiting any of the foregoing, in no event shall MSCI, S&P, any of
their affiliates or any third party involved in making or compiling the GICS or any GICS classifications have any
liability for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if
notified of the possibility of such damages.

The Dow Jones Wilshire Indexes are calculated, distributed and marketed by Dow Jones & Company, Inc.
pursuant to an agreement between Dow Jones and Wilshire and have been licensed for use. All content of the
Dow Jones Wilshire Indexes © 2005 Dow Jones & Company, Inc. & Wilshire Associates Incorporated.

Standard and Poor's including its subsidiary corporations ("S&P") is a division of the McGraw-Hill Companies, Inc.
Reproduction of S&P Index Alerts in any form is prohibited except with the prior written permission of S&P.
Because of the possibility of human or mechanical error by S&P sources, S&P or others, S&P does not guarantee
the accuracy, adequacy, completeness or availability of any information and is not responsible for any errors or
omissions or for the results obtained from the use of such information. S&P gives not express or implied
warranties, including, but not limited to, any warranties or merchantability or fitness for a particular purpose or use.
In no event shall S&P be liable for any indirect, special or consequential damages in connection with subscriber's
or others' use of S&P Index Alerts.

All MSCI equity characteristic results except for Dividend Yield, Price to Book Value, Price to Cash Earnings and
Price Earnings Ratio were calculated by The Northern Trust Company.

FTSE ® is a trade mark of London Stock Exchange Plc and The Financial Times Limited and is used by FTSE
under license. All rights in the FTSE Indices vest in FTSE and/or its licensors. Neither FTSE nor its licensors
accept any liability for any errors or omissions in the FTSE Indices or underlying data.

The Merrill Lynch Indices are used with permission. Copyright 2007, Merrill Lynch, Pierce, Fenner & Smith
Incorporated. All rights reserved. The Merrill Lynch Indices may not be copied, used, or distributed without Merrill
Lynch's prior written approval.

The Citi Index data is provided to you on an "AS IS" basis and you agree that use of the index data is at your sole
risk. Citi Index makes no representations or warranties, express or implied, to you or any other person or entity,
including without limitation any warranty of merchantability, originality, suitability or fithess for a particular purpose
of the index data or any other matter and no warranty is given that the index data will conform to any description
thereof or be free of omissions, errors, interruptions or defects. 4. In no event shall Citi Index be liable to you or any
other person or entity for any direct, incidental, indirect, special or consequential damages (including, without
limitation,

lost profits or revenues, loss of data, loss of use or claims of third parties),
arising out of or in any manner in connection with your use of (or inability to
use) the index data, whether or not you have been advised of, or otherwise
might have anticipated the possibility of, such damages. Without limitation on
the foregoing, you acknowledge that the index data may be incomplete or
condensed, is for information purposes only and is not intended as, and shall
not be construed to be, an offer or solicitation with respect to the purchase or
sale of any security. All opinions and estimates provided constitute judgments
as of their respective dates and are subject to change without notice. Such
data, information, opinions and estimates are furnished as part of a general
service, without regard to your particular circumstances, and Citi Index shall
not be liable for any damages in connection therewith. Citi Index is not
undertaking to manage money or act as a fiduciary with respect to your
accounts or any of your managed or fiduciary accounts and you acknowledge
and agree that the index data does not and shall not serve as the primary
basis for any investment decisions made with respect to such accounts.

iShares® and BlackRock® are registered trademarks of BlackRock, Inc. and
its affiliates ("BlackRock") and are used under license. BlackRock has licensed
certain trademarks and trade names of BlackRock to The Northern Trust
Company. The Northern Trust Company's products and services are not
sponsored, endorsed, sold, or promoted by BlackRock, and BlackRock makes
no representations or warranties related to such products or services either to
The Northern Trust Company or any other person or entity, including but not
limited to the advisability of investing in the products of The Northern Trust
Company. BlackRock has no obligation or liability in connection with the
operation, marketing, trading or sale of the products or services from The
Northern Trust Company.

Please note that this report has been prepared using best available data. This
report may also contain information provided by third parties, derived by third
parties or derived from third party data and/or data that may have been
categorized or otherwise reported based upon client direction - Northern Trust
assumes no responsibility for the accuracy, timeliness or completeness of any
such information. If you have questions regarding third party data or direction
as it relates to this report, please contact your Northern Trust relationship
team.

INVESTMENT ADVICE NOTICE: The data and analysis contained in this
report is for informational purposes only. In providing the information
contained herein, The Northern Trust Company is not undertaking to provide
“investment advice” or to give advice in a fiduciary capacity for purposes of the
Employee Retirement Income Security Act of 1974, as amended. Nothing in
this report is intended as, or should be understood as, a recommendation to
hire, retain, or terminate an investment manager or engage in any purchase or
sale transaction with such a manager or any fund that it manages. The
Northern Trust Company and/or its affiliates may have business relationships
with one or more investment managers or funds for included in this report, and
may receive compensation for providing custody, administration, banking,
brokerage, foreign exchange or other services to such investment managers
or funds. The Northern Trust Company and its affiliates shall have no
responsibility for the consequences of investment decisions made in reliance
on information contained in this report.



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

October 29, 2019 Agenda ltem 6.2
TO: Board of Retirement
I —
FROM: Doris Ng, Investment Analyst J
SUBJECT: Report on Opportunistic Credit Manager Annual Reviews

Recommendation
Review the report on the annual reviews of SamCERA’s Opportunistic Credit managers: Brigade
Capital Management, White Oak and Blackrock (formerly known as Tennenbaum Capital Partners).

Background
SamCERA staff and consultant held annual review meetings in SamCERA’s office with White Oak,
BlackRock and Brigade Capital Management on September 12",

Each meeting lasted approximately 1.5 hours, and consisted of a firm/organizational update,
investment process review, performance review and attribution, and current positioning/market
outlook.

Discussion

On September 12t, White Oak’s Yield Spectrum Fund was reviewed first. The White Oak Yield
Spectrum Fund is a private investment fund that invests primarily in senior-secured corporate
credit and debt instruments, including term loans, asset-based loans, and equipment financing to
small and middle-market companies.

Next, Tennenbaum Capital Partners’ Direct Lending Fund VIII was reviewed. The TCP Direct
Lending Fund Vlll is a private investment fund that invests in privately originated, performing
senior secured debt in middle-market companies, with a value-oriented approach.

Lastly, Brigade Capital Management’s Opportunistic Credit product, which is a fundamental,
bottom-up strategy focused on high yield corporate bonds and bank loans with tactical allocations
to structured securities, convertibles and other sectors of the bond markets, was reviewed. The
firm added additional resources in research.

There were no significant concerns identified during the portfolio reviews. Attached you will find
meeting notes from Verus summarizing the findings from the annual reviews.

Attachments

White Oak Annual Review Meeting Notes (Confidential)

Tennenbaum Capital Partners Annual Review Meeting Notes (Confidential)

Brigade Capital Management Opportunistic Credit Annual Review Meeting Notes (Confidential)



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

October 29, 2019 Agenda ltem 6.3
TO: Board of Retirement

FROM: Doris Ng, Investment Analyst /’C’Z/

SUBJECT: Report on Inflation Hedge Manager Annual Reviews

Recommendation
Review the report on the annual reviews of SamCERA’s public real assets managers (part of
inflation hedge), State Street Global Advisors (SSgA) and Cushing Asset Management.

Background

The annual manager reviews occurred on October 3, 2019. Each meeting lasted approximately 1.5
hours and consisted of a firm/organizational update, an investment process review, and a review
of performance and attribution. Current positioning and market outlook were also discussed.

Discussion

The SSgA custom real asset strategy, which is a passive account for SamCERA that seeks to
replicate exposure to three underlying indices in approximately equal weights (1/3 S&P Global
LargeMidCap Commodity and Resources Index, 1/3 S&P Global Infrastructure Index, and 1/3
Bloomberg Roll Select Commodity Index), was reviewed first.

Next, the Cushing MLP Alpha Total Return strategy, which combines fundamental, bottom-up
stock selection and top-down analysis to invest in publicly-listed MLPs (master limited
partnerships) and other MLP-related equities within midstream energy, was reviewed. In early
2019, there was a personnel change on the investment team.

Attached you will find meeting notes from Verus summarizing the findings from the annual
reviews.

Attachments
SSgA Annual Review Meeting Notes
Cushing Annual Review Meeting Notes



Verus

Research Meeting Notes

Investment Organization
Business Type

Firm Inception Date
Firm SAUM

Investment Org Attendees
Verus Attendees
SamCERA Attendees
Interview Date(s)
Meeting Type

Meeting Purpose
Strategy Name

Strategy Inception Date
Asset Class (Style)

If other, please name
Sub-Style

Strategy SAUM

SamCERA $AUM (8/31/2019)

IC Approved (Yes or No)

Notes and Analysis

Firm:

State Street Global Advisors (SSGA)
Publicly Traded

1935

$2.9T

Kimberly Cook, Rob Guiliano

John Nicolini, Margaret Jadallah
Scott Hood, Michael Coultrip, Lilibeth Dames, Doris Ng
10/3/19

In office

Update

SSgA Custom Real Assets

2016
Real Assets

Equity & Commodities
$4.6B

$240.4M
No

SSgA is a wholly-owned subsidiary of State Street Bank and Trust Company, which is a wholly-owned
subsidiary of State Street Corporation, a publicly traded company. SSgA manages over $2.9 trillion in
assets, making it the third largest asset manager globally. SSgA manages capital across the risk spectrum
in equity, fixed income, multi-asset and alternatives.

Team/People:

The Investment Solutions Group (ISG), which oversees the SamCERA liquid real assets portfolio manages
$155 billion in AUM across a number of strategies. Dan Farley serves as CIO for the ISG team and heads
all investment-related decisions. There are two portfolio managers overseeing the SamCERA portfolio,
Rob Guiliano and Mike Narkiewicz. Rob was one of the lead researchers in developing the SSgA Real
Asset strategy and has managed the portfolio since inception (2005). Mike has been managing the Real
Asset strategy alongside Rob since 2010. The portfolio that SSgA runs for SamCERA is a custom
allocation of three products that Rob and Mike also manage within their more diversified SSgA Real

Asset product.
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Process/Philosophy
The SamCERA liquid real asset portfolio is a customized account managed by SSgA that includes the
following allocation.

1/3"4 Bloomberg Roll Select Commaodities
1/3"4 S&P Global LargeMid Commodity and Resources Index
1/3"4 S&P Global Infrastructure Index

The three strategies are passive investments meant to replicate their respective indices. SSgA’s Global
Beta Solutions team manages the three individual products in daily-valued institutional commingled
funds. The three index products have a targeted tracking error of 30bps or less. The Bloomberg Roll
Select product seeks to replicate the Bloomberg Roll Select index which will optimize the futures
contract trading process by maximizing backwardation impact and minimizing contango, subject to risk
constraints. The Roll Select product is meant to enhance returns above the standard Bloomberg
Commodity Index. The S&P Global LargeMid Commodity & Resources Index is a global stock portfolio of
companies that derive revenue from natural resource commodities. The index equally allocates to three
natural resource buckets, energy, materials and agriculture. The country exposures are split roughly by
1/34 US and 2/3™ non-US domiciled. S&P Global Infrastructure is a global stock index comprised of
three primary sectors, energy, transportation and utilities. On a country-weighted basis, the US
comprises around 40% of the index with the remainder in non-US companies.

The ISG team will handle allocating, rebalancing and trading the three index products with a goal of
minimizing tracking error to the policy index. SSgA will rebalance the portfolio semi-annually back to
target. SSgA manages the portfolio for an all-in fee of 19bps.

Performance

The inception date for the SSgA custom liquid real assets portfolio was October 2016. As of August
2019, the strategy has returned +4.18% vs a return of +4.05% for the benchmark, since inception (net of
fees). The largest contributor to returns have been the S&P Global Infrastructure product which is up
8.4%, since inception. The largest detractor to returns is the Bloomberg Roll Select strategy which has
returned -2.0% over the same time period. Over the last 12 months, the portfolio returned -0.9% (net of
fees) driven by the Global Infrastructure strategy which was up 10.5%. The largest detractor over the
last 12 months was the Bloomberg Roll Select strategy which was down 7.7%.

The Global LargeMid Commodity & Resources product is allocated equally to three natural resources
buckets, energy, materials and agriculture. Over the last year, the strategy has benefited from exposure
to gold miners and agriculture-related companies. The products energy exposure has largely detracted
from returns over the trailing 1 year. The Bloomberg Commaodities product was down largely due to
falling oil/gas prices and metals. Infrastructure has been a bright spot in the portfolio as declining
interest rates created renewed demand for yield-oriented securities.



Verus

Research Meeting Notes

Investment Organization
Business Type

Firm Inception Date

Firm SAUM

Investment Org Attendees

Verus Attendees

SamCERA Attendees

Interview Date(s)
Meeting Type

Meeting Purpose
Strategy Name
Strategy Inception Date
Asset Class (Style)

If other, please name
Sub-Style

Strategy SAUM

SamCERA $AUM (8/31/2019)

IC Approved (Yes or No)

Notes and Analysis

Firm:

Cushing Asset Management

Privately-held

2003

$2.3B

Tim Muffley, Paul Euseppi, John Musgrave
John Nicolini, Margaret Jadallah

Michael Coultrip, Lilibeth Dames, Doris Ng
10/3/19

In office

Update

Cushing MLP Alpha Total Return

2006
Liquid Real Assets

Midstream equities

S400M
$70.1M

Yes

Jerry Swank founded Cushing Asset Management, LP in 2003 to focus on constructing and managing
master limited partnership (MLP) portfolios for individuals and institutions. The Firm’s first product
offering was The Cushing MLP Fund, a hedge fund, which launched in January 2003. Several other MLP-
focused hedge funds followed in subsequent years. In 2007, the Firm launched its first of three publicly
traded closed end funds. In 2010, the Firm launched its first of three open-end mutual funds. Today,
the Firm remains strategically located in Dallas, Texas, a major hub to energy infrastructure. Cushing is
100% employee owned by 11 partners. Jerry Swank remains the majority owner.

Cushing’s AUM in the MLP Alpha product has fallen since SamCERA funded the strategy from S800
million to around $400 million, mostly due to a large client redeeming their allocation this quarter. We
will be monitoring Cushing’s AUM levels more closely going forward but as of now, feel comfortable that
the total Firm’s assets are sufficient to retain talent.
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Team/People:

Cushing MLP Alpha Total Return is led by portfolio manager John Musgrave and co-PM Paul Euseppi.
John and Paul are partners at Cushing and have been with the Firm for 11 and 10 years, respectively.
Supporting John and Paul are a team of analysts covering upstream, midstream and downstream energy
companies. There are four analysts that cover midstream stocks. In January 2019, Libby Toudouze, co-
PM on the MLP Alpha strategy, left Cushing to pursue an entrepreneurial opportunity outside of listed
midstream equities. Soon after Libby’s departure, Cushing promoted Paul Euseppi as co-PM alongside
John Musgrave.

Process/Philosophy

The strategy blends bottom-up company analysis with top-down energy industry analysis to build
portfolios. The MLP Alpha strategy is focused on midstream energy, primarily master limited
partnerships (MLPs) and MLP-related equities. The Firm is focused on research across the energy supply
chain to better understand the dynamics of the entire industry. The strategy will build a portfolio of 25-
35 companies that can deliver high levels of growth and are priced at levels that do not yet reflect the
anticipated future growth. The strategy will target the highest absolute return, giving up some yield and
liquidity seeking the highest total return potential.

The firm’s investment process is centered around a comprehensive research approach. They use
fundamental analysis, combined with a macro-driven thematic overlay to identify the MLPs with the
best total return prospects. They are looking to identify both value and growth factors with an overall
tilt towards growth opportunities.

Bottom-up fundamental analysis includes financial statement analysis as well as quantitative and
qualitative assessments of the companies and their management teams. Fundamental analysis
comprises 60% to 80% of the stock selection decision. Thematic view and valuations factor into the
balance of the stock selection and portfolio construction process. Technical analysis plays a small role
and is used as one of several inputs that help create buy and sell disciplines.

Cushing has analysts who cover all energy MLP sectors within an investment universe of ~150
companies. These analysts create an in-depth financial model for each company. Portfolio managers
identify a small subsector universe (a “buy list”) that they believe will provide the best total return
prospects. The next step is to identify a portfolio candidate list based on the specific portfolio mandate
and risk tolerance. In order to establish this list, each company goes through three levels of review,
including:

e Fundamental Analysis — Cash flow variability, level and longevity of growth opportunities and

balance sheet flexibility
e Quantitative Analysis — Review of liquidity, correlations and value-at-risk metrics (VaR)
e Valuation Analysis — including P/DCF, EV/EBITDA, Coverage ratios and leverage

Securities are ranked on the buy list based on five main criteria:
e High level of sustained distribution growth
e Compelling valuation
e Confidence in managements’ ability to execute
e Low levels of cash flow variability
e High level of liquidity
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Performance

SamCERA funded their account with Cushing in July of 2018. The strategy has returned -7.3% vs a return
of -3.86% for the benchmark, since inception (net of fees). Cushing’s underperformance largely stems
from the 3" quarter in 2018 when a confluence of events among the largest midstream companies in
the index led to relative underperformance for Cushing. Cushing places a 7.0% cap on position sizes for
risk management purposes while the index has at least 5 positions with a 10% weighting. Cushing has
clawed back some of the underperformance in 2019, helped by exposure to C-corp listed midstream
equities which have outperformed listed MLPs, in general. Cushing’s flexibility to own both MLPs and C-
corps was an attractive attribute when we recommended this strategy and as more MLPs transition
towards traditional corporate structures, we believe their strategy will have a competitive edge over the
index.



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

October 29, 2019 Agenda ltem 6.4
TO: Board of Retirement

FROM: Michael Coultrip, Chief Investment Officer L/n@‘{-ﬁi) @ Q&ﬁk}(

SUBJECT: Report on Midstream Energy Investment Update

Recommendation
Participate in the presentation on the midstream energy investment update

Background

In June 2018, the Board approved an $80 million allocation to Cushing MLP Alpha Total Return to
take advantage of an attractive investment opportunity in listed midstream energy companies.
This allocation is a tactical (approx. 2-4 year holding period) opportunity in publicly traded
midstream energy (e.g. pipeline and storage) stocks that trade in the U.S.

Discussion

John Nicolini from Verus will provide an update on the midstream energy market, including
current valuations and growth prospects, provide an update on Cushing’s performance, and briefly
discuss a new potential private real asset manager in the midstream energy space.

Attachment
Verus Midstream Energy Investment Update
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Memorandum

To: San Mateo County Employees’ Retirement Association
From: Verus Staff

Date: October 29, 2019

RE: Midstream Energy Investment Update

In June 2018, SamCERA approved an S80 million allocation to Cushing MLP Alpha Total Return to
take advantage of an attractive entry point in listed midstream energy companies. Verus
believed then and now that midstream energy equities are trading at historically cheap
valuations, despite a number of improving business fundamentals in the sector. Verus’ tactical
investment recommendation in midstream equities was/is meant to be a medium-term
investment trade (2-3 years) as the out-of-favor sector stabilizes its investor base. Since the
investment by SamCERA, midstream equities experienced a further sell-off in late 2018 and then
rebounded sharply in the first half of 2019. Given the volatility experienced since funding the
midstream investment, we wanted to provide a market update as we pass the 1-year mark on
this investment idea.

MIDSTREAM MARKET UPDATE:

Midstream equities rebounded the first half of 2019 following a sharp sell-off in Q4 2018. The
sectors recovery experienced a reversal in late July as markets sold-off once again on fears of a
global economic slowdown. Qil prices retreated as markets anticipated slowing demand for
crude, which sent shares in energy-related companies sharply lower. Simultaneously, shares in
yield-oriented equities (Utilities & REITs) have outperformed the broader equity market in 2019
but the rally in high income sectors has not materialized for midstream companies. Instead,
midstream shares continue trading closer to commodity prices which have little impact on
company earnings in the short-to-medium term.

There should be little doubt that the energy industry is under a cloud of negative sentiment
which has intensified recently with climate change discussions and election year politics. How
much those issues weigh on midstream shares is hard to measure but one thing is clear, the
market does not appear to appreciate that midstream fundamentals continue improving even in
a mostly stagnant commodity price market.

Valuations in midstream remain compelling and relative to projected returns in other asset
classes, the sector offers an attractive yield and total return potential. While we would have
preferred midstream equities receive a re-rating higher in the last year that we’ve owned them,
we take comfort that we are being paid an attractive carry while we wait. The chart below
highlights the yield advantage within midstream equities and the sectors valuation.

333 Bush Street, Suite 2000, San Francisco, California 94104 415-362-3484 verusinvestments.com



VALUATIONS:

Exhibit 1: MLP Valuation Metrics

MLP Valuation Metrics Current 5-Year Premium/ 10-Year Premium/
Avg. (Discount) Avg. (Discount)
Midstream MLP Yield 9.1% 7.0% (22.8%) 7.2% (20.5%)
Price to DCF 8.0x 11.1x (27.8%) 11.7x (31.5%)
EV-to-EBITDA 9.9x 12.2x (19.4%) 12.5x (21.1%)
Spread to Treasury (bps) 704 516 +188 473 +231
Spread to IG Bonds (bps) 486 282 +203 209 +277
Spread to High Yield (bps) 340 166 +174 53 +287

Unlike upstream energy equities, which also appear cheap relative to their own history and the
broader equity market, midstream companies are growing both top and bottom-line cash flows
and improving their balance sheets. One measure of financial health for midstream companies
is their distribution coverage ratio. Distribution coverage ratio measures how much cash flow a
company generates relative to its stated dividend. A coverage ratio above 1 implies that the
company generates more cash flow than is needed to pay its dividend/distribution. One of the
strategies that midstream companies relied upon previously was to issue equity (diluting
shareholders) to fund their capex and then distribute all or most of the cash flow they earned as
dividends. Today, midstream companies have largely stopped issuing equity and instead funded
both capex and distributions from operating cash flow. The chart below highlights the
improving distribution coverage ratio within midstream companies.

FINANCIAL HEALTH:

Exhibit 2: Median Distribution Coverage
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Growth rates for distributions have recovered from their lows set in 2017 and are projected to
remain fairly steady around 5-6% going forward.

Exhibit 3: Distribution Growth Rates — Distributable Cash Flow per Unit/Share Growth Rate

18%
16%

16%

14% 13%
12%
’ 10%
10%
8%

? 6% 6%
6% 5% 5% 5%
4%

2% 1%
o% E =
E 1% 1%

2012 2013 2014 2015 2016 2017 2018 2019E 2020E 2021E 2022E

Improving corporate governance has been another area that we’ve seen meaningful reforms
within the MLP sector. The corporate structure of an MLP includes a GP/LP partnership that
historically created a conflict between the listed LP units and private or listed GP units. The LP
units would pay the GP incentive distribution rights (IDRs) that consumed as much as 50% of the
operating cash flows of the assets held by the LP. This was large drag on cash flows and forced
the MLP to issue equity and debt in order to fund Capex and distributions. The industry has
largely done away with IDRs and simplified the GP/LP structure. No longer having to pay IDRs,
MLPs are able to retain operating cash flows and fund both distributions and Capex.

Exhibit 4: Percentage of MLPs by market cap with no IDRs
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When we recommended the midstream investment, our expected return for the trade was a
low-to-mid teen return. Our return expectation has not changed as yields, valuations and
company financials remain as attractive or more from our initial recommendation. Today, yields
in other asset classes are lower and valuations richer which should make midstream a more
compelling opportunity for market participants. As our expected return falls in the asset class,
we will recommend redeeming the investment from client portfolios.

CUSHING PERFORMANCE UPDATE:

Since SamCERA funded their investment with Cushing, the strategy has returned a negative 9.3%
(net) vs. -6.3% for the Alerian MLP Index. Most of the underperformance can be attributed to
the 3" quarter in 2018 when a series of corporate mergers among the largest MLPs led to strong
performance for the index which held a higher weighting to those MLPs relative to Cushing.
Cushing places a 7.0% cap on any stock within their portfolio, while the index has 10.0%
positions in 5 of the top 10 names. Year to date, Cushing is slightly ahead of the index and
should be well positioned if we continue to see take-privates and consolidation in the MLP
market. Private equity has been an active buyer within the MLP market and smaller companies
will be the likeliest target for M&A activity. We also believe that there could be additional MLP-
to-C-Corp transitions which reduces the number of traded MLPs and further concentrates the
Alerian MLP Index. Cushing’s strategy has the flexibility to own MLPs and/or C-Corps which
provides more diversification and a greater ability to add value via active management.

As seen in the chart below, relative to oil prices and upstream energy stocks, midstream
companies have held up considerably better as we would expect given their cash flows tend to
be stable and less correlated to oil prices. The market, in our opinion, still values midstream
companies too closely to movements in commodity prices but even still they exhibit greater
downside protection which in the current environment is an attractive attribute.

Cushing Performance — SamCERA Inception to 9/30/19 (net of fees)

As of 9/30/19 S Since Inception Since Inception
(annualized) (cumulative)

Cushing - SamCERA (net) 11.7% -9.3% -10.9%

Alerian MLP Index 11.1% -6.3% -7.4%

Russell 3000 20.1% 4.7% 5.6%

WTI Oil 19.5% -17.3% -20.1%

S&P Oil & Gas E&P -1.0% -27.6% -31.7%

ENERGY SPECTRUM VIII:

Verus recently approved Energy Spectrum Partners (ESP) Fund VI, a private midstream
infrastructure strategy that seeks to invest in onshore North American midstream assets utilizing
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a buy-and-build or greenfield development approach. Given the exposure that SamCERA has to
midstream through the Cushing investment, we wanted to discuss ESP’s strategy and the
Board’s comfort with additional exposure to the sector. If recommended, ESP would be
SamCERA’s first dedicated private midstream infrastructure investment and fulfill part of 2019’s
planned infrastructure commitment.

Past performance is no guarantee of future results. This document is provided for informational purposes only and is directed to
institutional clients and eligible institutional counterparties only and is not intended for retail investors. Nothing herein constitutes
investment, legal, accounting or tax investment vehicle or any trading strategy. This document may include or imply estimates,
outlooks, projections and other “forward-looking statements.” No assurance can be given that future results described or implied by
any forward looking information will be achieved. Investing entails risks, including possible loss of principal. Verus Advisory Inc. and
Verus Investors, LLC (“Verus”) file a single form ADV under the United States Investment Advisors Act of 1940, as amended.
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SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

October 29, 2019 Agenda Item 6.5
TO: Board of Retirement
FROM: Michael Coultrip, Chief Investment Officer ”ﬁibi %.g.zi) Q @N%A}'&

SUBJECT: Approval of Asset Allocation Policy Portfolio Implementation

Recommendation
Approve the implementation plan for the new asset allocation policy.

Background

As the final part of its asset liability study, the Board approved a new asset allocation policy
portfolio in September. The new policy eliminates the 8% allocation to Risk Parity and reduces
Inflation Hedge by 3%, with a corresponding 8% increase to Diversifying assets and a 3%
increase to Growth assets.

SamCERA Updated Asset Allocation Policy - October 2019

Current Long-Term New
Policy Policy Change (%)
Growth 52.0% 55.0% 3.0%
Total Equity 43.0% 45.0% 2.0%
Dom Equity 19.0% 21.0% 2.0%
Core Domestic Equity 11.0% 11.0% -
Low Volatility Equity 6.0% 8.0% 2.0%
Small-Cap Equity 2.0% 2.0% -
Intl Equity 18.0% 18.0% -
Developed Equity 16.0% 15.0% -1.0%
Emerging Equity 2.0% 3.0% 1.0%
Private Equity 6.0% 6.0% -
Total Opp Credit 9.0% 10.0% 1.0%
Public Opp Credit 7.0% 7.0% -
Private Opp Credit 2.0% 3.0% 1.0%
Diversifying 20.0% 28.0% 8.0%
Core Fixed Income 14.0% 21.0% 7.0%
Liquidity 0.0% 1.0% 1.0%
Absolute Return 6.0% 6.0% -
Inflation Hedge 20.0% 17.0% -3.0%
Public Real Assets 6.0% 4.0% -2.0%
Real Estate 10.0% 10.0% -
Private Real Assets 4.0% 3.0% -1.0%
Risk Parity 8.0% 0.0% -8.0%
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Discussion

Implementation of the new policy is anticipated to consist of multiple phases, with the final
phase expected to be complete by the beginning of the third quarter of 2020. The phases
discussed below reflect movements from the current interim policy to the new policy. The
proposed 1% phase will be effective in the 4" quarter of 2019 and will add Cash (titled
Liquidity), which will increase Diversifying by 1% while reducing Inflation Hedge by 1%. The 2"
phase will be effective in the first quarter of 2020 and will adjust allocation weights within
Inflation Hedge. The 3™ phase will consist of increasing Diversifying by 4% and reducing Risk
Parity by 4%. The 4™ and final proposed phase will consist of increasing Diversifying by 3% and
Growth by 1%, while reducing Risk Parity by 4%. The implementation plan will be distributed
the day of the meeting.
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FROM: Tat-Ling Chow, Finance Officer ! g

SUBJECT: Financial Audit Management Reports for the Fiscal Year Ended June 30, 2019

Recommendation
Accept Brown Armstrong’s Financial Audit Reports for the fiscal year ended June 30, 2019.

Discussion

Brown Armstrong performed an independent financial audit for the fiscal year ended June 30,
2019. Mr. Andy Paulden, Certified Public Accountant of Brown Armstrong Accounting
Corporation, will discuss the purpose of the audit, the audit process, the scope of audit work, and
the following four audit reports:

1) Independent Auditor’'s Report on Financial Statements. This report provides an
unmodified (a clean) opinion on SamCERA’s financial statements as follows: “In our
opinion, the financial statements and the other information referred to above present
fairly, in all material respects, the fiduciary net position of SamCERA as of June 30, 2019;
its changes in fiduciary net position for the fiscal year then ended; the Schedule of Cost
Sharing Employer Allocations; and the Schedule of Employer Pension Amounts Allocated
by Cost Sharing Plan 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 (specified
column totals) as of and for the fiscal year ended June 30, 2019, in accordance with
accounting principles generally accepted in the United States of America.” This report is
included in SamCERA’s Comprehensive Annual Financial Report for the fiscal year ended
June 30, 2019.

2) Required Communication to the Members of the Board of Retirement and Audit
Committee in Accordance with Professional Standards. This document is to communicate
to those charged with governance the scope of audit procedures performed, significant
audit matters, and other information that are not communicated in the audited financial
statements.

3) Independent Auditor’s Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards. This report discloses that there are (1)
no matters involving the internal control over financial reporting considered to be



material weaknesses and (2) no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

4) Agreed Upon Conditions Report Designed to Increase Efficiency, Internal Controls, and/or
Financial Reporting. This report discloses matters that may provide opportunities for
improving internal controls and/or operating efficiency. Based on the results of the audit,
there are no recommendations for the current year.

Attachments
Reports under 2, 3, and 4 listed above
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REQUIRED COMMUNICATION TO THE MEMBERS OF THE
BOARD OF RETIREMENT AND AUDIT COMMITTEE
IN ACCORDANCE WITH PROFESSIONAL STANDARDS (SAS 114)

To the Board of Retirement and Audit Committee of
San Mateo County Employees’ Retirement Association
Redwood City, California

We have audited the financial statements and other information (financial statements)
of the San Mateo County Employees’ Retirement Association (SamCERA) as of and
for the fiscal year ended June 30, 2019, and have issued our report dated October
21, 2019. Professional standards require that we provide you with information about
our responsibilities under auditing standards generally accepted in the United States
of America and Government Auditing Standards, as well as certain information
related to the planned scope and timing of our audit. We have communicated such
information in our letter to you dated July 17, 2019. Professional standards also
require that we communicate to you the following information related to our audit.

Significant Audit Matters

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting
policies. The significant accounting policies used by SamCERA are described in Note
2, Summary of Significant Accounting Policies, to the financial statements. No new
accounting policies were adopted and the application of existing policies was not
changed during the fiscal year ended June 30, 2019. We noted no transactions
entered into by SamCERA during the fiscal year for which there is a lack of
authoritative guidance or consensus. All significant transactions have been
recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management’s knowledge and experience about
past and current events and assumptions about future events. Certain accounting
estimates are particularly sensitive because of their significance to the financial
statements and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimates affecting
SamCERA’s financial statements were:

e Management’s estimate of the fair value of investments was derived by
various methods as detailed in the notes to the financial statements. We
evaluated the key factors and assumptions used to develop the estimate
of the fair value of investments in determining that it is reasonable in
relation to the financial statements taken as a whole.

e The contribution amounts and net pension liability as detailed in the
notes to the financial statements are based on the actuarially-presumed
interest rate and assumptions. We evaluated the key factors and
assumptions used to develop the estimates of the contribution amounts
and net pension liability in determining that they are reasonable in
relation to the financial statements taken as a whole.



Certain financial statement disclosures are particularly sensitive because of their significance to financial
statement users. The most sensitive disclosures affecting the financial statements were:

e The disclosures for deposits and investments in Notes 2 and 6 to the financial statements,
Summary of Significant Accounting Policies and Deposits and Investments, respectively,
were derived from SamCERA’s investment policy. Management’s estimate of the fair value
of investments was derived by various methods as detailed in the notes to the financial
statements.

e Additionally, the disclosures related to the funding policies, net pension liability, and actuarial
methods and assumptions in Note 1, Plan Description; Note 3, Funding Policy; Note 4,
Member Contributions; Note 5, Employer Contributions; and Note 7, Pension Disclosures,
were derived from actuarial valuations, which involved estimates of the value of reported
amounts and probabilities about the occurrence of future events far into the future.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management in performing and completing our
audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are clearly trivial, and communicate them to the appropriate level of
management. No misstatements were detected during the audit.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial
statements or the auditor’s report. We are pleased to report that no such disagreements arose during the
course of our audit.

Management Representations
We have requested certain representations from management that are included in the management
representation letter dated October 21, 2019.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application
of an accounting principle to SamCERA’s financial statements or a determination of the type of auditor’s
opinion that may be expressed on those statements, our professional standards require the consulting
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge,
there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as SamCERA’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Other Matters

We applied certain limited procedures to the Management's Discussion and Analysis, Schedule of
Changes in Net Pension Liability and Related Ratios of Participating Employers, Schedule of Employer
Contributions, Schedule of Investment Returns, and Notes to the Required Supplementary Information,
which are Required Supplementary Information (RSI) that supplement the basic financial statements. Our
procedures consisted of inquiries of management regarding 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 the audit of the basic financial statements.
We did not audit the RSI and do not express an opinion or provide any assurance on the RSI.

We were engaged to report on the Schedule of Administrative Expenses, Schedule of Information
Technology Expenses, Schedule of Investment Expenses, Schedule of Payments to Consultants, and
Notes to the Supplementary Information, which accompany the financial statements but are not RSI. With
respect to this supplementary information, we made certain inquiries of management and evaluated the
form, content, and methods of preparing the information to determine that the information complies with
accounting principles generally accepted in the United States of America, the method of preparing it has
not changed from the prior period, and the information is appropriate and complete in relation to our audit
of the financial statements. We compared and reconciled the supplementary information to the underlying
accounting records used to prepare the financial statements or to the financial statements themselves.

We were not engaged to report on the introductory, investment, actuarial, statistical, and compliance
sections, which accompany the financial statements but are not RSI. Such information has not been
subjected to the auditing procedures applied in the audit of the basic financial statements, and
accordingly, we do not express an opinion or provide any assurance on it.

Restriction on Use

This information is intended solely for the use of the Members of the Board of Retirement, Audit
Committee, and management of SamCERA and is not intended to be, and should not be, used by anyone
other than these specified parties.

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

52&:401 shomatron

Bakersfield, California
October 21, 2019
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Retirement and Audit Committee of
San Mateo County Employees’ Retirement Association
Redwood City, California

We have audited, in accordance with the auditing standards generally accepted in
the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards issued by the Comptroller General of
the United States, the financial statements and other information (financial
statements) of the San Mateo County Employees’ Retirement Association
(SamCERA) as of and for the fiscal year ended June 30, 2019, and the related notes
to the financial statements, which collectively comprise SamCERA’s basic financial
statements, and have issued our report thereon dated October 21, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered
SamCERA’s internal control over financial reporting (internal control) to determine the
audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of SamCERA’s internal control.
Accordingly, we do not express an opinion on the effectiveness of SamCERA’s
internal control.

A deficiency in internal control 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 and correct, misstatements on a timely
basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material
misstatement of SamCERA'’s financial statements will not be prevented, or detected
and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal
control that might be material weaknesses or significant deficiencies. Given these
limitations, during our audit we did not identify any deficiencies in internal control that
we consider to be material weaknesses. However, material weaknesses may exist
that have not been identified.



Compliance and Other Matters

As part of obtaining reasonable assurance about whether SamCERA'’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and 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.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of SamCERA's internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering SamCERA’s internal control and compliance. Accordingly,
this report is not suitable for any other purpose.

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

52&:401 shomatron

Bakersfield, California
October 21, 2019
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AGREED UPON CONDITIONS REPORT DESIGNED TO IMPROVE
EFFICIENCY, INTERNAL CONTROLS, AND/OR FINANCIAL REPORTING
(MANAGEMENT LETTER)

To the Board of Retirement and Audit Committee of
San Mateo County Employees’ Retirement Association
Redwood City, California

We have audited the financial statements and other information (financial statements)
of the San Mateo County Employees’ Retirement Association (SamCERA) as of and
for the fiscal year ended June 30, 2019, and have issued our report dated October
21, 2019. In planning and performing our audit of the financial statements of
SamCERA, we considered its internal control structure over financial reporting
(internal control) 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.
Accordingly, we do not express an opinion on the effectiveness of SamCERA’s
internal control.

A deficiency in internal control 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 and correct, misstatements on a timely
basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected
and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described in the first
paragraph and was not designed to identify all deficiencies in internal control that
might be material weaknesses. In addition, because of inherent limitations in internal
control, including the possibility of management override of controls, misstatements
due to error or fraud may occur and not be detected by such controls. Given these
limitations during our audit, we did not identify any deficiencies in internal control that
we considered to be material weaknesses. However, material weaknesses may exist
that have not been identified.

The results of our audit disclosed no recommendations for the current year, and we
are providing the disposition of the prior year comments.

Restriction on Use

This report is intended solely for the information and use of the Audit Committee,
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.

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION
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Bakersfield, California
October 21, 2019



Current Year Agreed Upon Conditions and Recommendations

No agreed upon conditions and recommendations in the current year

Status of Prior Year Agreed Upon Conditions and Recommendations

Agreed Upon Condition 1 — Formalized Information Technology (IT) Risk Assessments

Although SamCERA IT staff assess general IT-related risks during their yearly IT staff retreat, such
assessments have not been performed using a comprehensive or formal methodology, and the identified
risks, their associated remediation plans, and progress towards remediation of identified risks are not
formally documented. A complete and formal risk assessment of IT-related risk has not been conducted.
Having a complete and formal risk assessment will help SamCERA management identify and/or mitigate
potential IT-related risks that may prevent the organization from fulfilling its financial reporting
requirements and/or performing its day-to-day business processes effectively.

Recommendation

It is recommended that SamCERA perform a full IT risk assessment, including an evaluation of its control
activities as they relate to significant applications that support SamCERA'’s financial reporting procedures.
These assessments should include all areas of IT risk, including those not pertaining to cybersecurity.
The IT risk assessment should result in a comprehensive IT risk matrix that lists all known IT risks and the
actions and/or activities that SamCERA performs to mitigate the risks. SamCERA should conduct the
process of evaluating IT-related risks on an annual basis to ensure that any new IT-related risks
associated with changes to the IT environment and IT staffing, as well as any that may have been missed
in prior year assessments, are identified and addressed. If appropriate, SamCERA may want to consider
outsourcing the risk assessment to a third-party with knowledge of similar organizations and who can
assist SamCERA in identifying and evaluating significant risks and developing cost-effective solutions to
address these areas.

Management Response

SamCERA has adequate application controls built in its Pension Administration System Software (PASS)
to address risks. Such controls were part of the PASS requirements, and these controls were reviewed by
a third party and found to be adequate before SamCERA went live. Additionally, SamCERA'’s access to
internet and remote access to its network is controlled by the County of San Mateo (the County), which
monitors unauthorized access with its own internal control protocols and policies. In July of 2017,
SamCERA staff commenced an entity-wide internal control review using the Association of Public
Pension Fund Auditors’ tool to assess internal controls and risk. After staff completes its review, an
independent consultant will be utilized to perform an external review of our internal controls and risks.
Internal control review is in progress and expected to be completed by December 2018.

Current Year Status

Implemented.

Agreed Upon Condition 2 — Journal Entries

During our inquires and documentation of controls over journal entries and the financial reporting process,
we noted journal entries for investments are initiated and posted by the senior accountant. Due to the
amount of journal entries processed by SamCERA, the Finance Officer will review significant items on the
journal entry transaction report for irregular and unusual transactions and underlying documents in detail
if the journal entry looks unusual or illogical. The Finance Officer also reviews semi-annual financial
reports, reconciliations, and explanations for significant changes over the reporting period for
reasonableness. After receiving the adjusted trial balance for the audit, we received a few journal entries
which resulted in adjustments and/or reclassifications to the investment related accounts. These journal
entries were not significant in nature, but possibly could have been caught with a detailed review.
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Recommendation

To prevent unintentional errors, adjustments to the amounts reported by the Custodian should be
independently reviewed. We understand a significant amount of the journal entries for investments are a
replication of what the Custodian has reported, which is reconciled and verified by the senior accountant.
However, when the Custodian is reporting the fair value of an investment on a lag, manual adjustments
are necessary to reflect the up-to-date value for tracking and financial reporting purposes. The adjusting
journal entries are initiated and reviewed by the same person, the senior accountant. We recommend
SamCERA assign another individual, independent of initiation, to review journal entries.

Management Response

As recommended, SamCERA will assign an individual, independent of journal entry initiation, to review
journal entries.

Current Year Status

Implemented.
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TO:

FROM:

Board of Retirement

Tat-Ling Chow, Finance Officer

SUBJECT: Approval of SamCERA’s 2019 Comprehensive Annual Financial Report

Recommendation
Approve SamCERA’s Comprehensive Annual Financial Report (CAFR) for the fiscal year ended
June 30, 2019.

Background
The CAFR is divided into six sections:

Introduction: SamCERA’s Mission and Goals, Administrator’s Letter of Transmittal, the
Government Finance Officers Association Certificate of Achievement for Excellence in
Financial Reporting (22" consecutive year for SamCERA), the Public Pension Coordinating
Council Public Pension Standards Award for Funding and Administration, Members of
SamCERA’s Board of Retirement, and SamCERA’s Organizational Chart.

Financial: Independent Auditors’ Report, Management’s Discussion and Analysis,
SamCERA’s Basic Financial Statements, Required Supplementary Information,
Supplementary Information, and Other Information.

Investment: Chief Investment Officer's Report, Investment Consultant’s Report,
Investment Allocation, and other investment-related information.

Actuarial: Actuary’s Certification Letter, results of the most recent annual actuarial
valuation, an overview of the plan funding status, and other actuarial-related information.

Statistical: Statistical data pertaining to SamCERA’s activities.

Compliance: Independent auditor’s report on internal control over financial reporting
and on compliance and other matters based on the most recent audit of financial
statements performed in accordance with government auditing standards.

Discussion
Staff will provide an oral report on this year’s CAFR financial highlights.

Attachment
2019 Comprehensive Annual Financial Report
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Power of the Past | Force of the Future

For 75 years, SamCERA has served as the retirement
fund administrator serving employees from San Mateo
County, the San Mateo County Superior Court, and the
San Mateo County Mosquito and Vector Control District.

Over that time our membership has grown from less
than 900 to over 12,000 dedicated public employees
and their beneficiaries.

On this milestone anniversary, we reflect on the secure
foundation that brought us to today, honoring those
who came before us, and recognizing the members that
we are lucky to serve.

We are proud that members and their beneficiaries
have been able to rely on our service and benefits
throughout the past 75 years, and as we move forward,
we remain committed to providing quality service with
integrity and prudently managing the Fund.
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Administrator’s Letter of Transmittal Introductory Section

“2019 marks SamCERA’s 75th
anniversary, and on this milestone, we
remain committed in our mission: to
serve as a loyal fiduciary to our
members and as a prudent

administrator of the retirement system.”

Board of Retirement
San Mateo County Employees’ Retirement Association

Dear Trustees:
Scott Hood

SamCERA
| am pleased to present the Comprehensive Annual Financial Report (CAFR) Chief Executive Officer

of the San Mateo County Employees’ Retirement Association (SamCERA)
for the fiscal year ended June 30, 2019. This report is intended to provide
an overview of the SamCERA’s financial, investment, and actuarial status.

Under Government Code 31593, SamCERA is required to conduct an audit
every 12 months and report upon its financial condition. The financial audit
performed by Brown Armstrong Accountancy Corporation states that
SamCERA’s financial statements are presented fairly, in all material
respects, in conformity with Generally Accepted Accounting Principles
(GAAP) in the United States of America. The auditor’s report is located on
page 29.

Management acknowledges its responsibility for the entire contents of the
CAFR, and also its responsibility for maintaining appropriate internal
controls to provide reasonable, rather than absolute, assurance that the

financial statements are free of any material errors. Management’s

Discussion and Analysis (MD&A) is presented on pages 32-40, providing a
narrative analysis of the basic financial statements. MD&A complements
this letter of transmittal and should be read in conjunction with it.
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2019 marks SamCERA’s 75th anniversary, and on this milestone, we remain committed in
our mission: to serve as a loyal fiduciary to our members and as a prudent administrator of
the retirement system. In the course of fulfilling SamCERA’s mission, we provide
comprehensive customer service to more than 12,000 active, retired and deferred members
and beneficiaries.

Authority, Responsibilities & Duties

The San Mateo County (the County) Board of Supervisors established retirement benefits for
County employees effective July 1, 1944, as prescribed by the provisions of Government Code
Section 31450 et seq., also known as California’s County Employees Retirement Law of 1937
(the CERL). SamCERA is responsible for providing retirement, disability, and death benefits to
its eligible members and beneficiaries in accordance with the CERL, the California Public
Employees’ Pension Reform Act of 2013 (PEPRA - Government Code Section 7522 et seq.),
and other applicable statutes, regulations and case law.

The SamCERA Board of Retirement (the Board), serving as fiduciary for all SamCERA’s
members and their beneficiaries under the California Constitution, Article XVI, Section 17 and
the CERL, is responsible for administering the system. The duties of the Board, its officers,
and its employees are to prudently manage plan assets and to ensure the ability to pay all
earned benefits while minimizing employer contributions and defraying reasonable expenses
of administrating the system.

The Board consists of nine Trustees and two alternates. Four positions are appointed by the
Board of Supervisors. Four Trustees are elected from their respective membership: two
from the General Members, one from the Safety Members, and one from the Retiree
Members. The County Treasurer is a member of the Board by virtue of the publicly elected
office; all other Trustees serve for a term of three years. In addition, there is one elected
Safety Member Alternate and one elected Retiree Member Alternate. The officers for the
Board for fiscal year 2018-19 were: Sandie Arnott, Chair; Kurt Hoefer, Vice Chair; and Al
David, Secretary. Other members of the Board were: Katherine O’Malley, Eric Tashman,
Benedict J. Bowler, Mark Battey, Robert Raw, and Paul Hackleman. Alternate Trustees were
Susan Lee and Alma Salas.

The Board has adopted the Regulations of the Board of Retirement, and among other
policies, its Mission & Goals; Investment Policy Statement; Conflict of Interest Code; and
Code of Conduct, which reflect the Board’s guiding policies. The Board annually adopts an
operating budget for the administration of SamCERA, which is discussed in the Financial
Section beginning on page 41. A breakdown of the budget allotment versus actual expenses
is presented on pages 71-72. In addition, the Board has authorized the execution of
contracts for the professional services of an actuary, an investment consultant, investment
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managers, a global custodian, a financial auditor, and a medical advisor delegated by the
County Health Officer to help the Board fulfill its duties. The Board’s primary professional
consultants are highlighted in the organizational chart on page 24.

SamCERA’s Chief Executive Officer (CEO) serves at the pleasure of the Board and is
responsible for managing the day-to-day operations of the retirement system. SamCERA’s
staff of 23 full-time employees is responsible for meeting the needs of its members and
beneficiaries, participating employers, and the Board in accordance with the high standards
set forth in SamCERA’s Mission & Goals statements. SamCERA's staff is sworn to carry out its
fiduciary duties in accordance with the governing law and SamCERA’s regulations and
policies.

Employers participating in the retirement system include the County, the Superior Court of
the County of San Mateo (the Court), and the San Mateo County Mosquito and Vector
Control District (the District). SamCERA’s members include all active permanent employees
of the participating employers, inactive members, retirees, and beneficiaries. About 86% of
SamCERA’s members are classified as General Members while the remaining are public
safety employees classified as Safety or Probation Members.

Financial

The certified public accounting firm of Brown Armstrong Accountancy Corporation provides
financial audit services to SamCERA. The objective of this financial audit is to ensure that
SamCERA’s financial statements are presented in conformity with GAAP and are free of
material misstatements. Internal controls are reviewed to ensure that SamCERA has
sufficient controls in place to ensure reliable financial reporting and to safeguard its assets.
SamCERA’s financial statements in the Financial Section are prepared on the accrual basis of
accounting. Member and employer contributions are recognized in the period which
contributions are due. Benefits and refunds are recognized when due and payable in
accordance with plan terms. Investments are reported at fair value.

Investments

This year’s returns of 5.4%, net of investment manager fees, fell slightly short of SamCERA’s
assumed rate of return of 6.75% and lower than the policy benchmark of 6.7%, for the one-
year period ended in June 2019. For fiscal year 2018-19, all of SamCERA’s five asset class
composites (Public Equity, Fixed Income, Alternatives, Inflation Hedge and Risk Parity) had
positive returns. Risk Parity was the best performing composite, while Inflation Hedge was
the lowest returning asset class composite. This fiscal-year performance resulted in near
median performance, relative to SamCERA’s peers, as defined by large (greater than $1
billion in assets) public plans. Although the plan has underperformed relative to the
benchmark over the last two years, the plan continues to show above median performance
over longer periods.
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SamCERA continues to implement the approved target policy portfolio, which was approved
in fiscal year 2017-18, over a multiple year period. It is anticipated that final implementation
of the target policy will take place by year-end 2020. This past fiscal year, the Board funded
two new low-volatility equity mandates, in addition to implementing a currency hedge fund
program. Along with funding the equity mandates, the Board also funded a new public real
asset mandate and made a commitment to a private credit mandate. These changes and
others are noted in the Chief Investment Officer’s Report on page 87.

A major focus of the Board in the next few fiscal years is to plan strategically for the ongoing
maturation of SamCERA’s pension plan. A mature pension plan (i.e., one with more inactive
members than active members) has different sensitivities to various risks than a plan that is
not mature. In addition, the Board is anticipating that the plan will become cash flow
negative within the next five years as it becomes more mature as the plan moves closer to
paying down its current unfunded liability. The Board will be planning on how to align the
asset allocation in order to address the issues related to mature pension plans.

Actuarial

SamCERA continues to be a statewide leader in funding assumptions and was pleased to be
ranked the 4th most actuarially conservative among California retirement systems in a May
2019 survey from Roeder Financial. The survey ranks the funding assumptions used by
California’s public pension systems from “most conservative” to “most optimistic.”
SamCERA’s high ranking was due mainly to its relatively low assumed rate of return of 6.75%
and its current funding method, where the June 30, 2008 Unfunded Actuarial Accrued
Liability (UAAL) is amortized over a fixed period ending June 30, 2023. Subsequent changes
in the UAAL in years following June 30, 2008, are being amortized separately over new 15-
year periods. At its July 2019 Board meeting, the Board approved further lowering the
assumed investment earnings rate from 6.75% to 6.50%.

SamCERA engages an independent actuarial consulting firm, Milliman, Inc. (Milliman), to
conduct an annual actuarial valuation of its pension plan. The purpose of this valuation is to
reassess the magnitude of the benefit commitments in comparison with the assets expected
to be available to support those commitments so that employer and employee contribution
rates can be adjusted accordingly. Triennially, SamCERA requests its actuarial consulting firm
to perform an actuarial experience study so that appropriate assumptions can be determined
for valuing the plan’s assets and liabilities. SamCERA strives to provide the most recent
financial and actuarial data in its annual report.

Plan Funding Status

SamCERA maintains a funding goal that will fully fund the system’s liabilities while
maintaining employer contributions, as a percentage of payroll, as level as possible for the

14
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plan sponsors. Milliman acts as the plan’s actuary and performs actuarial valuations, which
are presented to the Board annually. The purpose of the valuation is to determine the
financial health of the plan at a given point in time and to recommend the employer and
member contribution rates for the upcoming fiscal year. Triennially, Milliman conducts an
experience study of SamCERA members and makes recommendations to the Board on key
economic and noneconomic assumptions. The most recent triennial experience study was
completed for the period ended April 30, 2017. SamCERA’s next triennial experience study
will be conducted in 2020.

Milliman’s actuarial valuation as of June 30, 2019, determined that the funding ratio
decreased from 87.5% to 85.8%. This decrease was due primarily to the lowering of the
assumed rate of return. The Employer Normal Cost Rate increased to 11.27% for fiscal year
2020-21 from 10.57% of covered payroll for fiscal year 2019-20. The increase is due to
lowering the assumed rate of return from 6.75% to 6.50%. Additionally, the portion of the
employer’s contribution rate that finances the unfunded actuarial accrued liability (UAAL)
also increased from 23.10% of pay to 26.59% due to this change.

Supplemental Contributions

The County continues to make supplemental contributions to accelerate the pay down of its
UAAL in accordance with a Memorandum of Understanding (MOU) between the County and
SamCERA that was established in 2013. The contributions paid above the statutorily
required contribution rate along with the earnings in the County’s Supplemental
Contribution Account (CSCA) overall have grown to approximately $188.8 million as of June
30, 2019. Furthermore, the County is committed to continue making supplemental
contributions over the next several years. In September of 2015, the District also entered
into an MOU with SamCERA to make supplemental contributions to pay down its UAAL. The
overall contributions and earnings in the District’s Supplemental Contribution Account is
approximately $1.9 million as of June 30, 2019.

Cost of Living Adjustment

The annual Consumer Price Index for the Bay Area reflected higher inflation than the rest of
the Country. Due to inflation, most SamCERA retirees and beneficiaries received a Cost of
Living Adjustment (COLA) between 2.0% and 4.0%, depending on the COLA limit of their
plan. The COLA for General and Safety Plan 1 was 4% and Probation Plan 1 was 3% with a
1% COLA bank. All Plan 2 members received 3.0%, while the COLA for Plans 4, 5, 6 and 7
was 2.0%. Plan 3 does not provide a COLA.

Information Technology

SamCERA continues to improve the pension administration system that was implemented in
January 2017. This included an upgrade to the newest version provided by the vendor,
which consists of new features to enhance user experience.
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IT staff have also relocated local servers in an effort to improve processing speeds for
internal and external users of our pension administration program and for business
continuity. In addition, to bolster business continuance for the pension administration
system, an emergency virtual private network (VPN) tool has been implemented to allow
access to the pension administration system in a disaster situation.

The IT and Finance Divisions have implemented a new financial reporting application to
streamline processes, improve efficiency and stay up to date with technological
advancements. Both divisions have also initiated a project to conduct a full IT risk
assessment to better analyze and protect related systems. IT has also begun implementing
digital signature technology in order to streamline document signing and approval
processes.

Staff Strategic Planning

This year we made great progress in our strategic initiatives, outlined in SamCERA’s Strategic
Plan. SamCERA has continued to implement the strategic plan that was updated in 2019.
After this year’s Strategic Planning retreat, staff updated the plan to include new goals and
objectives for the coming two-year period aligning it with the Board’s Strategic Plan. The
strategic plan will continue to evolve as our organizational needs change, giving the
opportunity to employ a more thoughtful, intentional planning approach that directs efforts
towards the newly adopted goals and objectives. Moving forward, SamCERA will continue to
pursue its three major goals described below, all of which are derived from and consistent
with SamCERA’s mission statement:

ASSET MANAGEMENT GOAL

Prudently manage the assets in order to appropriately fund the actuarial liabilities of the
retirement system to ensure the ability to pay all earned benefits, while minimizing the
costs to employers.

As previously mentioned, a major focus of the Board in the next few fiscal years is to plan
strategically for the ongoing maturation of SamCERA’s pension plan, and the potential
impact on such things as the plan’s asset allocation, liquidity management, and risk
tolerance.

CUSTOMER SERVICES GOAL

Provide caring, fair, accurate, timely and knowledgeable professional services and
information to members and other stakeholders.

Staff continues to strive in providing its members the highest level of customer service
through one-on-one counseling sessions, seminars, member guides, self-service portal
and a robust member education program. Furthermore, staff is working to ensure the
pension administration system is performing as expected through monitoring, and
regular testing.
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OPERATIONS GOAL

Constantly improve the effectiveness of SamCERA’s services and the efficiency of its
operations.

Operationally, SamCERA will continue to focus on strengthening its internal control
procedures with a focus on cybersecurity, enhancing features and ensuring consistent
connectivity to our pension administration system, undertaking a succession planning
strategy and improving our business continuity plan.

Certificate of Achievement and Acknowledgements

For the twenty-second consecutive year, the Government Finance Officers Association
(GFOA) has awarded SamCERA its Certificate of Achievement for Excellence in Financial
Reporting. This award was in recognition of SaSmCERA’s CAFR for the fiscal year ended June
30, 2018. The certificate is reproduced on page 19. The Certificate of Achievement is a
prestigious national award recognizing conformance with the highest standards for
preparation of state and local government financial reports.

SamCERA is also the recipient of the GFOA Award for Outstanding Achievement in Popular
Annual Financial Reporting (PAFR) for the sixteenth year running and has received this honor
for the PAFR for the fiscal year ended June 30, 2018.

Additionally, the Public Pension Coordinating Council (the Council) presented SamCERA with
its Public Pension Standards Award for 2018. This award recognizes that SamCERA has met
professional standards for plan funding and administration as set forth in the Public Pension
Standards of the Council. The standards judge retirement systems on their Funding
Adequacy, Comprehensive Benefit Program, Actuarial Valuation, Independent Audit,
Investments and Communications. The award is reproduced on page 20.

These awards recognize SamCERA’s contributions to the practice of government finance,
exemplifying outstanding financial management and reporting; in doing so, the awards stress
practical, documented work that offers leadership to the profession. The compilation of the
Comprehensive Annual Financial Report, in a timely manner, reflects the combined efforts of
SamCERA’s management and staff under the leadership, dedication and support of the
Board.

Acknowledgments

| am sincerely grateful to the Board, SamCERA staff and consultants who always perform
diligently to ensure the successful operation and financial soundness of SamCERA and are
committed to maintaining the highest financial reporting standards. | am also appreciative of
the continuing cooperation and open communication that SamCERA has with all its
participating employers.
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As we celebrate our 75 anniversary of providing benefits to our members and beneficiaries, we
must acknowledge those from the County and SamCERA who came before us and had the vision,
commitment, and prudence to establish and ensure plan benefits for our past, present and
future members and beneficiaries. We have a solid foundation upon which we will continue to
build. And although much has been accomplished over the past 75 years, we will remain
committed to achieving our goals of prudently managing the fund and providing the highest level
of service to our members, employers and stakeholders.

Respectfully submitted,

Scott Hood
Chief Executive Officer

October 21, 2019
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GFOA CERTIFICATE OF ACHIEVEMENT
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SAMCERA’s MISSION

SamCERA exists to serve as a loyal
fiduciary for its members and as a
prudent administrator of the
retirement system.

SAMCERA’s GOALS

Provide caring, fair, accurate, timely
and knowledgeable professional
services and information to members
and other stakeholders.

Prudently manage the assets in order
to appropriately fund the actuarial
liabilities of the retirement system, to
ensure the ability to pay all earned
benefits while minimizing the costs to
employers.

Constantly improve the effectiveness
of SamCERA’s services and the
efficiency of its operations.

Introductory Section
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Members of the Board of Retirement

Board of
RETIREMENT

The Board manages the employees’ Retirement Fund which is administered in accordance

with the law solely for the benefit of the members and retired members of the system and

their eligible beneficiaries.

The Board’s responsibilities include: (1) setting and acting upon investment objectives and

strategies to fund the benefits; and (2) approving the budget, regulations, policies and

strategies for administering the system to ensure the prompt delivery of the benefits.

SANDIE ARNOTT KURT HOEFER
Board Chair Vice Chair
Ex Officio per the 1937 Act Appointed by the Board

of Supervisors

Ninth Member

First Member

AL DAVID

Secretary

Elected by the General
Members

Third Member
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@

KATHERINE O’MALLEY
Board Member
Elected by the General Members

Second Member

MARK BATTEY

Board Member

Appointed by the Board of
Supervisors

Sixth Member

ALMA SALAS

Board Member

Elected by the Retired
Members

Retiree Alternate

C

ERIC TASHMAN

Board Member

Appointed by the Board of
Supervisors

Fourth Member

ROBERT RAW

Board Member

Elected by the Safety
Members

Seventh Member

Introductory Section

BENEDICT J. BOWLER
Board Member

Appointed by the Board of
Supervisors

Fifth Member

PAUL HACKLEMAN
Board Member

Elected by the Retired
Members

Eighth Member

SUSAN LEE

Board Member
Elected by the Safety

Safety Alternate
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Organizational Chart

Medical Advisor
Dr. Henry Brodkin

Investment Consultant
Verus Advisory, Inc.
Margaret Jadallah

LEGAL COUNSEL

BOARD OF RETIREMENT

Sandie Arnott, Chair; Kurt Hoefer,
Vice Chair; Al David, Secretary;
Katherine O’Malley, Eric Tashman,
Ben Bowler, Mark Battey, Robert
Raw, and Paul Hackleman

ALTERNATE TRUSTEES
Susan Lee and Alma Salas

CHIEF EXECUTIVE OFFICER
Scott Hood

Brenda Carlson

Actuarial Services
Milliman, Inc.
Nick Collier

Financial Audit

Brown Armstrong Accountancy
Corporation

Andrew J. Paulden

—

CHIEF INVESTMENT OFFICER
Michael Coultrip

I INVESTMENT ANALYST

Lilibeth Dames

|
I INVESTMENT ANALYST

Doris Ng

L |
ASSISTANT EXECUTIVE OFFICER
Gladys Smith

I E—

CHIEF TECHNOLOGY OFFICER
Tarig Ali
INFORMATION TECH. ANALYST

Darius Nagal

|
INFORMATION TECH. ANALYST

Edward Ick

EXECUTIVE SECRETARY
Anne Trujillo

COMMUNICATIONS SPECIALIST
Natasha Jeong

KEY

IConsuItant

I Staff

RETIREMENT BENEFITS MANAGER
Elizabeth LeNguyen

SENIOR RETIREMENT ANALYST

Celedonia Amacker

SENIOR RETIREMENT ANALYST
JulieAnne Nagal

RETIREMENT ANALYST
Janet Nishimura

RETIREMENT ANALYST
Stacy Groza-Davis

RETIREMENT SUPPORT SPEC.
Ruby Ann Boyette

RETIREMENT SUPPORT SPEC.
Esther Barnett

FINANCE OFFICER
Tat-Ling Chow

SENIOR ACCOUNTANT
Chezelle Milan

SENIOR ACCOUNTANT
Kammy Vong

ACCOUNTANT
Susan Fong
ACCOUNTANT
Hollie Song-Duell

See page 105 for the Schedule of
Professional Services and Fees as well
as the top brokerage firms providing
services to SamCERA.
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LIST OF PROFESSIONAL CONSULTANTS

(Other Than Investment Professionals)

Professional Service

Auditors

Consulting Actuary

Commercial Banking

Custodian

Disability Counsel

India Tax Agent

Investment Consultant

Investment Software Support

Litigation Securities Class Action Services
Pension Administration Software System

Security Monitoring Counsel

Taiwan Tax Agent
Tax Counsel

Trade Cost Analysis Consultant

Consultant

Brown Armstrong Accounting Corporation
Milliman, Inc.

Union Bank

Northern Trust Corporation
Byers/Richardson

BSR & Co. LLP

Verus Advisory, Inc.

eVestment Alliance, LLC

ISS Governance

Vitech

Berman Tabacco

Bernstein Litowitz Berger and Grossman LLP
Grant and Elsenhofer LLP

Faith Global Company, Limited

Reed Smith LLP

AN Zeno Consulting
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Management’s Discussion and Analysis

MANAGEMENT’S DISCUSSION AND ANALYSIS FOR FISCAL YEAR 2018-19

This section of the San Mateo County Employees’ Retirement Association’s (SamCERA)
Comprehensive Annual Financial Report (CAFR) provides a narrative overview and analysis of
SamCERA’s financial activities for the fiscal year ended June 30, 2019. We encourage readers
to read the information presented here, in conjunction with the Notes to the Basic Financial
Statements beginning on page 43.

e As of June 30, 2019, SamCERA’s net position (total assets minus total liabilities) reached
$4.7 billion, an increase of $349 million, or 8%, compared to last fiscal year. This amount is
exclusively restricted for meeting ongoing benefit obligations to plan participants and their
beneficiaries.

e Total additions to the Retirement Fund were $585 million, an increase of 6% from the prior
fiscal year. The increase was primarily from contributions.

e Investment income decreased slightly by $8 million, or 3%. The net return from investment
slipped slightly from 6.7% last year to 5.4% this year, mainly due to lower returns in certain
investments.

e Employer contributions increased by $15 million, or 8%, primarily due to a 1.55% increase
in required contribution rates and a 3.5% increase in covered payroll.

e To accelerate the pay down of its unfunded liabilities, the County of San Mateo increased
its supplemental contributions by $23 million, or 83%, in fiscal year 2019.

e Total deductions from the Retirement Fund were $236 million, an increase of 9% from the
prior fiscal year, triggered mainly by the annual cost of living adjustments and the increase
in the number of retirees.

e Administrative expenses increased slightly by 4% compared to a year ago. Prudent
spending habits continue to keep expenses in check and below budget.

e At June 30, 2019, the funded ratio for the Retirement Fund was 85.8%, a 1.7% decrease
from the prior year. The decrease was mainly fueled by the change in the investment
return assumption from 6.75% for the 2018 valuation to 6.50% for the 2019 valuation,
which caused a $174 million increase in unfunded liabilities.

e SamCERA’s prime objective is to meet long-term benefit obligations through investment
income and contributions. SamCERA’s financial position has improved over the year as
SamCERA continues to maintain the fiscal soundness of the Retirement Fund.
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The following discussion and analysis serve as an introduction and overview of SamCERA’s
basic financial statements. The basic financial statements and required disclosures are
prepared in accordance with the accounting principles and reporting standards prescribed by
the Governmental Accounting Standards Board (GASB).

The basic financial statements are prepared using the accrual basis of accounting, which is
similar to most private-sector entities.

The Statement of Fiduciary Net Position is a snapshot of account balances at fiscal year-end.
This statement discloses the assets available for future pension benefits to retirees and their
beneficiaries as well as outstanding liabilities as of June 30, 2019. The difference between
assets and liabilities is reported as “Net Position Restricted for Pensions,” which represents
funds available to pay pension benefits. Over time, increases and decreases in Net Position
Restricted for Pensions may serve as an indicator of whether SamCERA’s financial position is
improving or declining. This statement can be found on page 41 of this report.

The Statement of Changes in Fiduciary Net Position provides information about the financial
activities during the reporting period that increased or decreased the Net Position Restricted
for Pensions. Member and employer contributions are recognized in the period in which
contributions are due pursuant to legal requirements. Benefits and refunds are recognized
when due and payable in accordance with plan terms. Investment income is recognized when
earned, and expenses are recognized when incurred. The net appreciation (or depreciation) in
the fair value of investments is recorded as an increase (or a decrease) to investment income,
which includes both realized and unrealized gains and losses on investments based upon
investment valuations. This statement can be found on page 42 of this report.

Notes to the Basic Financial Statements

Notes to the Basic Financial Statements are an integral part of the basic financial statements
and provide additional information that is essential to obtain a thorough understanding of the
data provided in the basic financial statements. The notes also provide detailed information of
key policies and activities during the reporting period. Notes to the Basic Financial Statements
can be found on pages 43-73 of this report.

Required Supplementary Information

Required Supplementary Information presents information that GASB requires to accompany
the basic financial statements. Such information is an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical
context. In addition to the Management’s Discussion and Analysis, Required Supplementary
Information consists of schedules discussed below and can be found on pages 74-78.
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o Schedule of Changes in Net Pension Liability and Related Ratios of Participating Employers
— displays changes in net pension liability of all participating employers.

e Schedule of Employer Contributions — helps readers determine if plan sponsors are
meeting actuarially determined contributions over a period of time.

e Schedule of Investment Returns — shows the annual “time-weighted rate of return” and
the annual “money-weighted rate of return” of the investment portfolio.

e Notes to the Required Supplementary Information — disclose additional details in relation
to the required supplementary information presented.

Supplementary Information

Supplementary Information includes several schedules detailing administrative, information
technology and investment expenses, as well as payments to consultants (for fees paid to
outside professionals other than investment advisors). Supplementary Information and the
accompanying notes can be found on pages 79-81 of this report.

Other Information

Other Information consists of two schedules pertaining to GASB Statement No. 68, Accounting
and Financial Reporting for Pensions — an Amendment of GASB Statement No. 27. The two
schedules include the Schedule of Employer Pension Amounts Allocated by Cost Sharing Plan
and the Schedule of Cost Sharing Employer Allocations. Under GASB Statement No. 68, plan
sponsors are required to report Net Pension Liability on their balance sheets and changes in
Net Pension Liability on their operating statements as pension expenses, deferred inflows of
resources, and deferred outflows of resources. Other Information can be found on pages 82-
84 of this report.

Increases and decreases in fiduciary net position over time may serve as a useful indicator of
whether the financial health of SamCERA is improving or declining. Other factors, such as
market conditions, should be considered simultaneously in measuring SamCERA’s overall
financial position.

Analysis of Fiduciary Net Position

The following table compares SamCERA’s net position as of June 30 for the current and prior
fiscal years. SamCERA’s net position as of June 30, 2019, was approximately $4.7 billion, an
increase of $349 million, or 8%, over the reporting period.
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STATEMENT OF FIDUCIARY NET POSITION

June 30 (Dollars In Thousands)

Increase (Decrease)

2019 2018 Amount Percentage
Assets
Cash and cash equivalents S 33,102 S 53,125 S (20,023) -38%
Cash management overlay 48,012 12,984 35,028 270%
Securities lending cash collateral 403 1,486 (1,083) -73%
Receivables 23,341 19,611 3,730 19%
Prepaid expense 12 8 4 50%
Investments at fair value 4,625,276 4,289,745 335,531 8%
Capital assets, net 5,979 6,304 (825) -12%
Total assets 4,736,125 4,383,763 352,362 8%
Liabilities
Investment management fees payable 2,213 1,663 550 33%
Due to broker for investments purchased 9,061 5,408 3,653 68%
Collateral payable for securities lending 406 1,489 (1,083) -73%
Other 1,335 1,241 94 8%
Total liabilities 13,015 9,801 3,214 33%
Net position restricted for pensions S 4,723,110 S 4,373,962 S 349,148 8%

Assets. SamCERA’s total assets increased by $352 million, or 8%. Significant changes over the
year include the following:

e 520 million decrease in cash and cash equivalents. Before the fiscal year ended June 30,
2019, SamCERA transferred most of its cash from the County supplemental contributions
to fund investments. In contrast, last fiscal year-end, the County supplemental
contributions were kept in cash for planned new investment purchases.

e $35 million increase in cash management overlay. The Board of Retirement (the Board)
approved a 50% developed international equity currency-hedging strategy in 2019. This
strategy serves as a measure to protect against anticipated changes in currency exchange
rates. About $28 million was placed into a newly implemented currency overlay to dampen
expected volatility to the investment portfolio. In addition, staff increased the cash
position in the general cash overlay by $7 million to meet foreseeable operational needs.

e $4 million increase in receivables. Outstanding receivables were considerably higher than
last year due to the timing difference between the trade date and the settlement date of
certain investments sold.

e $336 million increase in investments. SamCERA continued its efforts to build out an
investment structure in accordance with its new asset allocation policy. New capital was
placed in various investment vehicles. Market appreciation was another key factor for the
increase.
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Liabilities. SamCERA’s total liabilities increased by $3 million, or 33%. The total amount
payable to investment brokers increased by $4 million as most of the investment purchase
transactions completed before the fiscal year-end were settled in the upcoming fiscal year.

Analysis of Changes in Fiduciary Net Position

The changes in fiduciary net position are determined by total additions less total deductions.
The table below shows condensed information about total additions to, and total deductions
from, the fiduciary net position. SamCERA’s fiduciary net position increased by $349 million,
or 8%, for the fiscal year ended June 30, 2019.

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

For the Fiscal Year Ended June 30 (Dollars In Thousands)

Increase (Decrease)

2019 2018 Amount Percentage
Additions
Employer contributions S 194,830 S 179,627 S 15,203 8%
Employer supplemental contributions 50,668 27,630 23,038 83%
Member contributions 67,696 64,204 3,492 5%
Net investment income 271,592 280,076 (8,484) -3%
Net securities lending income 66 43 23 53%
Other 33 27 6 22%
Total additions 584,885 551,607 33,278 6%
Deductions
Service retirement benefits 196,874 179,880 16,994 9%
Disability retirement benefits 25,212 23,872 1,340 6%
Survivor, death and other benefits 1,528 976 552 57%
Member refunds 3,571 4,326 (755) -17%
Administrative expenses 6,057 5,849 208 4%
Information technology expenses 2,495 1,444 1,051 73%
Total deductions 235,737 216,347 19,390 9%
Changes in net position 349,148 335,260 13,888 4%
Net position restricted for pensions
Beginning of year 4,373,962 4,038,702 335,260 8%
End of year S 4,723,110 S 4,373,962 S 349,148 8%

Additions. Total additions to SamCERA’s net position increased by $33 million, or 6%,
compared to last fiscal year. Significant changes include the following:
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$15 million increase in employer contributions. The employer statutory contribution rate
for all plans increased by 1.55%, from 33.76% for fiscal year 2017-18 to 35.31% for fiscal
year 2018-19. The key drivers of the increase included negotiated increases in payroll and
changes in actuarial assumptions by lowering the assumed investment return from 7.00%
to 6.75% and adopting generational mortality assumptions.

$23 million increase in employer supplemental contributions. The County of San Mateo
(the County) escalated its efforts to pay off its unfunded liabilities by increasing the
supplemental contributions from $28 million last year to $51 million this year.

$8 million decrease in net investment income. The net return from investment slipped
from 6.7% last year to 5.4% this year, due mainly to lower returns in alternatives, inflation
hedge and international equity investments from an absolute return perspective. From a
relative return perspective, international equity outperformed its benchmark while
alternatives and inflation hedge underperformed their respective benchmarks.

Deductions. Total deductions increased by $19 million, or 9%, compared to last fiscal year. The
increase was due primarily to the annual cost of living adjustment and an increase in the
number of retirees.

SAMCERA’S FIDUCIARY NET POSITION CHANGES IN SAMCERA’S FIDUCIARY NET POSITION
June 30 (Dollars In Millions) For the Fiscal Years Ended June 30 (Dollars In Millions)
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ADDITIONS TO FIDUCIARY NET POSITION

For the Fiscal Year Ended June 30, 2019 (Dollars In Thousands)

Netsecurities Other, $33,
lending income, 0.01%
$66,0.01%

Employer
contributions,
$194,830, 33.31%

Netinvestment
income, $271,592,
46.44%

Employer
supplemental
contributions,
Membercontributions, $67,696, $50,668 , 8.66%
11.57%

DEDUCTIONS FROM FIDUCIARY NET POSITION

For the Fiscal Year Ended June 30, 2019 (Dollars In Thousands)

Memberrefunds,
$3,571, 1.51%

Administrative

expenses, $6,057,
2.57% Information Technology

expenses, $2,495,1.06%
Survivor, deathand
otherbenefits,
$1,528 , 0.66%

Disability retirement
benefits, $25,212,
10.69%

Service retirement
benefits, $196,874,
83.51%
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Actuarial Valuation

SamCERA engages an independent actuarial firm, Milliman, Inc., to perform an annual
actuarial valuation to monitor its funding status and funding integrity. The valuation
reassesses the magnitude of SamCERA’s benefit commitments, in comparison with the assets
expected to be available to support those commitments. Valuation results will be used to
determine employer and member contribution rates for funding purposes.

In the actuarial valuation, the actuary uses several assumptions with regards to SamCERA’s
members (such as their life expectancy, projected salary increases, and the age at which
members may retire) to determine the assets, liabilities, and future contribution
requirements. The economic and demographic assumptions selected are used to project, as
closely as possible, the actuarial cost of the plan. The projection permits an orderly method
for setting aside contributions today to provide benefits in the future and to maintain equity
among generations of members.

Triennial Experience Study

In 2017, SamCERA’s actuary performed a triennial “experience study” to reassess the
reasonableness of the assumptions used in the valuation. These assumptions are critical in
assisting the Retirement Fund in pre-funding for the benefits prior to retirement. Based on the
actuary’s recommendations, the Board of Retirement (the Board) adopted several new
economic and demographic assumptions for the valuation as of June 30, 2017.

The 2017 experience study called for changes in various assumptions. For economic
assumptions, the investment return was adjusted from 7.00% to 6.75%, the general wage
growth from 3.25% to 3.00%, and the consumer price index inflation from 2.75% to 2.50%. For
demographic assumptions, the Board approved several changes in alignment with the results
of the “experience study” that are used to predict future member behavior, such as
retirement, disability, and mortality.

In July 2019, based on the actuary’s recommendation, the Board reduced the assumed
investment return from 6.75% to 6.50%, which was used in the valuation as of June 30, 2019.
Other economic and demographic assumptions remain the same and will be reassessed during
the next experience study in year 2020.

Plan Assets, Liabilities, and Funded Ratio

The Funded Ratio measures the funding adequacy of a retirement system. According to the
latest actuarial valuation as of June 30, 2019, the plan’s funded ratio (actuarial value of assets
to actuarial accrued liabilities) decreased to 85.8% as of June 30, 2019, from 87.5% as of June
30, 2018. The decrease was due primarily to the change in investment return assumption from
6.75% for the 2018 valuation to 6.50% for the 2019 valuation.
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As of June 30, 2019, the actuarial value of plan assets was $4.7 billion, and the actuarial
accrued liability was $5.5 billion. The difference between these two amounts represents the
unfunded actuarial accrued liability (the gap between promised benefits and the funding
available to meet those obligations), which amounted to $774.5 million (or 140% of the
collective covered payroll of participating employers, totaling $554.7 million for the fiscal
year). The assets used in the calculation of the funded ratio include the values of the County’s
and the San Mateo County Mosquito and Vector Control District’s Supplemental Contribution
Accounts.

SamCERA’s Fiduciary Responsibilities

Under the California Constitution and the County Employees Retirement Law of 1937, assets
of the retirement system must exclusively be used for the benefit of plan participants and
their beneficiaries. SamCERA’s Board of Retirement and management staff are fiduciaries of
the pension trust fund.

Requests for Information

This financial report is designed to provide SamCERA’s Board of Retirement, employers,
members, investment managers, and any interested parties with a general overview of
SamCERA’s financial position and to show accountability for the funds received. Additional
information is available on SamCERA’s website at www.samcera.org.

Questions concerning any information provided in this report or requests for additional
financial information should be addressed to:

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

Redwood City, CA 94065

Telephone: (650) 599-1234

Facsimile: (650) 591-1488
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STATEMENT OF FIDUCIARY NET POSITION

Financial Section

June 30, 2019 (with comparative amounts as of June 30, 2018)

ASSETS
Cash and short-term investments:
Cash and cash equivalents
Cash management overlay
Securities lending cash collateral
Total cash and short-term investments

Receivables:
Contributions
Due from broker for investments sold
Investmentincome
Securities lending income
Other
Total receivables

Prepaid expense

Investments at fair value:
Public equity
Fixed income
Alternatives
Risk parity
Inflation hedge
Total investments at fair value

Capital assets
Less: accumulated depreciation
Capital assets, net of accumulated depreciation

Total assets
LIABILITIES
Investment management fees payable
Due to broker for investments purchased

Securities lending collateral due to borrowers
Other

Total liabilities

NET POSITION RESTRICTED FOR PENSIONS

2019 2018
S 33,102,412 S 53,125,429
48,011,505 12,984,127
403,093 1,486,415
81,517,010 67,595,971
10,300,002 9,422,510
6,640,025 4,152,242
6,292,641 5,930,254
12,614 10,453
95,566 95,057
23,340,848 19,610,516
11,669 7,669

1,847,846,613
999,477,347
579,774,460
389,039,081
809,138,278

1,809,329,959
892,923,149
514,972,248
311,126,425
761,393,517

4,625,275,779

4,289,745,298

8,040,088 8,040,088
(2,060,891) (1,236,535)
5,979,197 6,803,553

4,736,124,503

4,383,763,007

2,213,009 1,663,178
9,060,929 5,408,607
405,367 1,488,689
1,335,263 1,241,019
13,014,568 9,801,493

$ 4,723,109,935 $4,373,961,514

The accompanying notes to the financial statements are an integral part of these financial

statements.
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STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

For the Fiscal Year Ended June 30, 2019
(with comparative amounts for the fiscal year ended June 30, 2018)

ADDITIONS
Contributions:
Employer
Employer Supplemental
Member
Total contributions
Investment income:
Interest and dividends
Net appreciation in fair value of investments
Total investment income
Less: investment expenses
Net investmentincome
Securities lending income:
Earnings
Rebates
Fees
Net securities lending income

Other additions
Total additions

DEDUCTIONS
Benefits:
Service retirement benefits
Disability retirement benefits
Survivor, death and other benefits
Total benefits

Member Refunds

Administrative expenses

Information technology expenses
Total deductions

Netincrease
NET POSITION RESTRICTED FOR PENSIONS

Beginning of year
End of year

2019 2018
194,830,054 179,626,584
50,668,357 27,630,129
67,695,627 64,204,278
313,194,038 271,460,991
71,800,374 45,060,738
242,168,364 275,224,883
313,968,738 320,285,621
(42,376,557) (40,210,092)
271,592,181 280,075,529
88,955 52,886
13,108 8,141
(36,070) (17,698)
65,993 43,329
33,309 27,540
584,885,521 551,607,389
196,874,097 179,880,342
25,211,881 23,872,145
1,528,066 976,386
223,614,044 204,728,873
3,571,079 4,325,730
6,056,713 5,849,252
2,495,264 1,444,010
235,737,100 216,347,865
349,148,421 335,259,524
4,373,961,514 4,038,701,990
$4,723,109,935 $4,373,961,514

The accompanying notes to the financial statements are an integral part of these financial

statements.
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NOTES TO THE BASIC FINANCIAL STATEMENTS

The San Mateo County Employees' Retirement Association (SamCERA) is an independent
public employee retirement system with its own governing board. Therefore, it is not subject
to the provisions of the Employee Retirement Income Security Act of 1974 (ERISA).

SamCERA is governed by the California Constitution; the County Employees Retirement Law of
1937 (the CERL - a component of the California Government Code); the California Public
Employees’ Pension Reform Act of 2013 (PEPRA); and the regulations, procedures and policies
adopted by the Board of Retirement (the Board). The Board is responsible for governing the
retirement system. SamCERA’s management is responsible for overseeing daily operations
and other crucial functions such as maintaining adequate internal controls and preparing
financial statements.

General

SamCERA is a cost-sharing multiple-employer, defined benefit pension plan established to
provide pension benefits for all permanent employees of the County of San Mateo (the
County), the Superior Court of California, County of San Mateo (the Court), and the San Mateo
County Mosquito and Vector Control District (the District). Because of its close financial
relationship with the County (the primary plan sponsor), SamCERA is classified as a blended
component unit of the County and reported as a pension trust fund in the County’s financial
statements.

Under the CERL, the governing of SamCERA is vested in the Board consisting of nine members:
the first member is the County Treasurer; the second and third members are General
Members of SamCERA elected by their peers; the fourth, fifth, sixth and ninth members are
qualified electors of the County and appointed by the County Board of Supervisors; the
seventh member is elected by and a member of SamCERA’s Safety membership; and the
eighth member is a Retired Member elected from the retired membership. In addition, there
are one elected Safety Member Alternate and one elected Retired Member Alternate. Subject
to the following fiduciary responsibilities, the Board oversees and guides the pension plans:

(1) solely in the interest of, and for the exclusive purpose of, providing economic benefits to
participants and their beneficiaries;

(2) with the care, skill, prudence, and diligence under the circumstances then prevailing that a
prudent person acting in a like capacity and familiar with these matters would use in the
conduct of an enterprise of a like character with like objectives; and

(3) diversify the investments of the plan to minimize the risk of loss and to maximize the rate
of return unless, under the circumstances, it is clearly prudent not to do so.
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Pension Plans

SamCERA has 12 defined benefit plans based on a member’s date of entry into SamCERA.
These plans cover members classified as general, safety, and probation. The tables on the

following two pages provide details for each of these plans.

Pension Plan Membership

Plan membership as of June 30, 2019, is displayed in the table below.

Plan1 Plan 2 Plan 3 Plan4 Plan5 Plan 6 Plan7 Total
Retirees and beneficiaries currently receiving benefits
General 1,364 2,009 131 873 8 4 4,389
Safety 268 225 - 99 1 - 2 595
Probation 82 112 - 47 - - - 241
Subtotal 1,714 2,346 131 1,019 9 - 6 5,225
Inactive employess entitled to but not currently receiving benefits (Deferred)
General 7 282 69 767 88 - 406 1,619
Safety 1 18 - 43 9 - 16 87
Probation - 17 - 38 1 - 5 61
Subtotal 8 317 69 848 98 - 427 1,767
Current employees, vested
General 5 488 55 1,842 164 - 284 2,838
Safety - 42 - 219 41 - 29 331
Probation - 15 - 163 7 - 12 197
Subtotal 5 545 55 2,224 212 - 325 3,366
Current employees, non-vested
General - 1 5 12 109 - 1,645 1,772
Safety - - - - 22 - 177 199
Probation - - - - 1 - 39 40
Subtotal - 1 5 12 132 - 1,861 2,011
Total Members 1,727 3,209 260 4,103 451 - 2,619 12,369

Note: Plans 1, 2, 3, and 4 are closed to new entrants. However, eligbible general members of the San Mateo
County Mosquito and Vector Control District with reciprocity may participatein Plan 4.

Benefit Provisions

SamCERA provides basic service retirement, disability, survivor, and death benefits based on
defined benefit formulas, which use final average compensation (FAC), years of service, and
age factors to calculate benefits payable. In addition, SamCERA provides an annual Cost of
Living Adjustment (COLA) upon retirement for members of Plans 1, 2, 4, 5, 6, and 7. The
benefits of Plan 3 are reduced by a portion of the Social Security benefits received by the
member. The CERL vests the County Board of Supervisors with the authority to initiate
benefits. Each participating employer can make limited adjustments for their member
benefits.

Service Retirement Benefits. Members are entitled to receive lifetime benefits based on their
plan membership and benefit option selected.
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BENEFIT PLANS

Financial Section

Plan 1

Plan 2

Plan 3

General Member

Probation Member

Safety Member

Hire Date On or before 7/5/80 On or before 7/5/80 On or before 7/5/80
Benefit factor 2%@55.5 3%@50 3%@50
Maximum COLA 5% 3% 5%

FAC Period

Highest 1 year

Highest 1 year

Highest 1 year

Eligibility for
Service Retirement

Age 50 with 10 years of

service; any age with 30

years of service; or age

70 regardless of years of
service.

Age 50 with 10 years of
service; any age with 20
years of service.

Age 50 with 10 years of
service; any age with 20
years of service.

Hire Date 7/6/80 - 7/12/97 7/6/80 - 7/12/97 7/6/80 - 7/12/97
Benefit factor 2%@55.5 3%@50 3% @50
Maximum COLA 3% 3% 3%

FAC Period

Highest 1 year

Highest 1 year

Highest 1 year

Eligibility for
Service Retirement

Hire Date

Age 50 with 10 years of
service; any age with 30
years of service; or age
70 regardless of years of
service.

On or before 12/22/12,
a non-contributory plan.

Age 50 with 10 years of
service; any age with 20
years of service.

Not applicable

Age 50 with 10 years of
service; any age with 20
years of service.

Not applicable

(After five years of service, Plan 3 members can elect membership under the open
contributory plan. Members currently working in a contributory plan with Plan 3
service may purchase an upgrade of their Plan 3 service. Plan 3 closed effective

December 23, 2012.)

(If retirement occurs prior to age 65, benefit amount will be adjusted by an actuarial

equivalent factor.)

Maximum COLA

No COLA

Not applicable

Not applicable

Highest 3 years (non-

FAC Peri i i
C Period consecutive) Not applicable Not applicable
Age 65 with 10 years of Not applicable Not applicable
Eligibility for service; reduced benefit

Service Retirement

at age 55 with 10 years
of service.

Note 1: Plans 1, 2, 3, and 4 are closed to new entrants. However, eligible general members of the San Mateo

County Mosquito and Vector Control District with reciprocity may participate in Plan 4.

Note 2: FAC Period stands for “Final Average Compensation” Period.
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BENEFIT PLANS (CONTINUED)

June 30, 2019

Plan 4

Plan 5

Plan 6

Plan 7

Hire Date

General Member

Probation Member

Safety Member

7/13/97 - 8/6/11 (except
Plan 5 transfers
discussed under Plan 5
below)

7/13/97 - 7/9/11

7/13/97 - 1/7/12

(Note: Plan 4 closed simultaneously with the implementation of Plan 5 and Plan 6.)

Benefit factor

2%@55.5

3%@50

3%@50

Maximum COLA

2%

2%

2%

FAC Period

Highest 3 years (non-
consecutive)

Highest 3 years (non-
consecutive)

Highest 3 years (non-
consecutive)

Eligibility for
Service Retirement

Hire Date

Benefit factor

Age 50 with 10 years of

service; any age with 30

years of service; or age

70 regardless of years of
service.

8/7/11 - 12/13/12

Age 50 with 10 years of
service; any age with 20
years of service.

7/10/11 - 12/31/12

Age 50 with 10 years of
service; any age with 20
years of service.

1/8/12 - 12/31/12Y

(Note: General Plan 5 members after 10 years of service can elect to transfer to
Plan 4 and must pay the total actuarial equivalent cost of the increase in past
service benefits at the date of transfer.)

2% @61.25

3%@55

3%@55

Maximum COLA

2%

2%

2%

FAC Period

Highest 3 years (non-
consecutive)

Highest 3 years (non-
consecutive)

Highest 3 years (non-
consecutive)

Eligibility for
Service Retirement

Age 50 with 10 years of
service; any age with 30
years of service; or age

70 regardless of years of

Age 50 with 10 years of
service; any age with 20
years of service.

Age 50 with 10 years of
service; any age with 20
years of service.

service.
Hire Date Not applicable 7/10/11 - 12/31/12 7/10/11 - 12/31/12@
Benefit factor Not applicable 2% @50 2% @50
Maximum COLA Not applicable 2% 2%

FAC Period

Not applicable

Highest 3 years (non-
consecutive)

Highest 3 years (non-
consecutive)

Eligibility for
Service Retirement

Not applicable

Age 50 with 10 years of
service; any age with 20
years of service.

Age 50 with 10 years of
service; any age with 20
years of service.

Hire Date On or after 1/1/13 On or after 1/1/13 On or after 1/1/13

Benefit factor 2% @62 2.7%@57 2.7%@57

Maximum COLA 2% 2% 2%

EAC Period Highest 36 consecutive Highest 36 consecutive Highest 36 consecutive
months months months

Eligibility for Age 52 with 5 years of Age 50 with 5 years of Age 50 with 5 years of

Service Retirement service. service. service.

W Eor safety members, Plan 5 was only available for those with the Deputy Sheriff Association.

@ For safety members, Plan 6 was only available for those with the Organization of Sheriff's Sergeants.
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Disability Benefits. Disability retirement may be non-service connected or service connected.
Members who apply for non-service connected disability must have at least five years of
eligible service credits. Service credit requirements do not apply to members who apply for
service-connected disability benefits. If members are permanently incapacitated from
performing their job as a result of injury or disease arising out of or in the course of
employment, the members are eligible for disability retirement benefits.

Active Member Survivor Benefits. Lifetime survivor benefits are available for eligible
beneficiaries of active members if: (1) the member’s death is service connected or (2) the
member has at least five years of service credits. The beneficiary may instead opt for a one -
time death benefit. All other active member death benefits are limited to a lump sum benefit.

Post-Retirement Survivor Benefits. Lifetime survivor benefits are available for certain eligible
beneficiaries of a deceased retiree. The amount of benefits received is determined by the
benefit option selected by the retiree.

Deferred Member Benefits. A member may withdraw member contributions plus accumulated
interest upon termination of employment and forfeit the right to future benefits. If the
member enters a reciprocal retirement system within 180 days, the member can elect to leave
the accumulated contributions with SamCERA and receive a deferred retirement benefit when
eligible. Eligible contributory plan members with five years of service (either permanent or
part-time employees with the equivalent of five years of full-time service) or non-contributory
plan members in Plan 3 with ten years of service may elect a deferred retirement.

Cost of Living Adjustments (COLA). COLA increases are applied to all eligible retirement and
death benefits, effective April 1. As of April 1 of each year, the Board will adjust the retirement
benefits in accordance with changes in the Consumer Price Index (CPI) from the previous
January 1 to the current January 1, to the nearest one-half of one percent.

The COLA is based on information from the Bureau of Labor Statistics Consumer Price Index
for All Urban Consumers in the San Francisco, Oakland, and San Jose Bay Area. The increase is
capped at 5% for General and Safety members in Plan 1; 3% for Probation members in Plan 1
and all members in Plan 2; and 2% for members in Plans 4, 5, 6, and 7. Plan 3 has no COLA.

Basis of Accounting

The accompanying financial statements are prepared on the accrual basis of accounting and in
accordance with Generally Accepted Accounting Principles (GAAP) in the United States of
America. The basis of accounting indicates the timing of transactions or events for recognition
in the financial statements.
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Recognition of Contributions, Benefits, and Refunds

Employer and member contributions are recognized in the period in which contributions are
due pursuant to legal requirements. Benefits and refunds are recognized when due and
payable in accordance with plan terms. Investment income is recognized as revenue when
earned, and expenses are recognized when incurred. The net appreciation (or depreciation) in
the fair value of investments is recorded as an increase (or decrease) to investment income,
which includes both realized and unrealized gains and losses on investments, based upon
investment valuations.

Investment Policy and Valuation

The Board has exclusive control of SamCERA’s investments. Government Code Section 31595
of the CERL authorizes the Board to invest, or delegate the authority to invest, the assets of
SamCERA in any investment allowed by statute and deemed prudent in the informed opinion
of the Board. The Investment Policy of SamCERA seeks to optimize long-term returns within
acceptable risk parameters. The Board periodically reviews the asset allocation in response to
changing market conditions that may affect forward-looking expected returns of asset classes.

During the fiscal year, SamCERA continued to make progress towards the asset allocation
policy that was approved by the Board in the prior fiscal year’s asset allocation review.
SamCERA funded two new low-volatility equity mandates and one public real assets mandate,
and also made a commitment to one new partnership within its fixed income category.
Implementation of the last phase of the currency hedge program for developed international
equity is anticipated to be completed by September 30, 2019.

As of June 30, 2019, the target asset allocation incorporated in SamCERA’s Investment Policy
and detailed in the Investment Section of this report only reflects the portion of the newly
adopted allocation that has already been implemented. Due to the multiple phase process,
SamCERA’s current Investment Policy does not capture the new target policy so that the
actual allocation does not significantly deviate from policy.

SamCERA records investment transactions on the trade date. Investments are reported at fair
value, which represents the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date.
Governmental Accounting Standards Board (GASB) establishes a fair value hierarchy based on
the following three distinct types of input to develop the fair value measurements.

¢ Level 1 reflects measurements based on quoted prices (unadjusted) for identical assets or
liabilities in active markets that a government can access at the measurement date.

o Level 2 reflects measurements based on inputs, other than quoted prices, that are
observable for an asset or a liability either directly or indirectly.

e Level 3 reflects measurements based on unobservable inputs for an asset or a liability.
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The valuation technique for each type of investment is as follows:

Cash and cash equivalents. Cash is pooled with other funds of the County or custodians, as
appropriate, to earn a higher rate of return than could be earned by investing the funds
individually. In addition to the pooled cash with the County and custodians, all highly liquid
investments with maturities of three months or less when purchased are considered cash
equivalents.

Short-term investments. Short-term investments are reported at cost, which approximates fair
value. Short-term investments include cash held in the money market and securities that are
readily convertible to cash.

Public equity and fixed income securities. Valuations for publicly traded securities, such as
stocks and bonds, are provided by SamCERA’s custodian, the Northern Trust Corporation,
based on end-of-day prices from external pricing vendors. The fair values of public market
equity and fixed income investments held in Institutional Commingled Funds or Partnerships
are typically provided by a third party fund administrator, who performs this service for the
fund manager.

Real estate. Real estate assets are reported at fair value, utilizing an income approach to
valuation. An independent appraisal is conducted every quarter to determine the fair value of
the real estate assets.

Private equity and private real assets. Private equity and private real asset partnerships are
reported based on the fair value provided by the General Partner on a quarterly basis. The
General Partner considers the financial conditions and operating results of the portfolio
companies, the nature of the investments, marketability, and other relevant factors.

Risk parity, hedge funds, and public real assets pool. These investments are reported based on
the fair value provided by a third party administrator, who performs this service for the fund
manager.

Foreign Currency Transactions

Gains and losses from foreign currency transactions during the year (including translation of
international investments at fiscal year-end rates of exchange) are recorded as investment
income. Forward currency contracts are used by SamCERA’s investment managers to control
currency exposure and facilitate the settlement of international security purchase and sale
transactions. These contracts are agreements to exchange different currencies at specified
rates and settlement dates. Differences between the contract and market exchange rates at
settlement result in gains or losses, which are included in net investment income. Risks may
arise from the possible inability of counterparties to meet the terms of their contracts as well
as from movements in exchange and interest rates.
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Securities Lending Activity

Securities lending transactions are short-term collateralized loans of SamCERA’s securities for
the purpose of generating additional investment income. For each securities lending
transaction, SamCERA receives either cash collateral or non-cash collateral. The underlying
securities out on loan are reported on SamCERA’s Statement of Fiduciary Net Position as if the
lending transaction had not occurred.

In accordance with GASB Statement No. 28, Accounting and Financial Reporting for Securities
Lending Transactions, cash collateral held (or any security that can be sold or pledged without
a borrower default) is separately reported on the Statement of Fiduciary Net Position among
the current assets. A corresponding liability of an equal amount (the obligation to return the
cash collateral) is reported simultaneously. Non-cash collateral held that cannot be sold or
pledged without a borrower default is not reported on the Statement of Fiduciary Net Position
nor is there a corresponding liability reported on this statement.

Income from Investments

Interest income is recognized as it is earned. Dividend income is recognized when it is
declared. Realized and unrealized gains and losses on investments are combined and reported
as the net appreciation (depreciation) in the fair value of investments.

Receivables
Receivables consist primarily of interest, dividends, investments in transition (traded but not
yet settled), and contributions owed by participating employers.

Capital Assets

Capital assets, including intangible assets, are items with an initial unit cost greater than
$5,000 and an estimated useful life in excess of three years. Capital assets are reported at
acquisition value, net of accumulated depreciation. Acquisition value is the price that would
be paid to acquire an asset with equivalent service capacity in an orderly market transaction at
the acquisition date. Depreciation is determined using the straight-line method over the
estimated useful lives of the assets, ranging from three to ten years. Most capital assets are
information technology related. The estimated useful life for hardware is determined to be
five years, and for software is ten years. The routine upgrade of information technology
systems, hardware, software, and maintenance are deemed appropriate as expenses for the
current year. As of June 30, 2019, SamCERA’s total capital assets, net of accumulated
depreciation, approximated to $6 million.

Estimates

The preparation of financial statements in accordance with GAAP in the United States of
America may require management to make estimates and assumptions that affect certain
amounts and disclosures. Accordingly, actual results may differ from those estimates.
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Subsequent Events

Subsequent events are those events or transactions that occur subsequent to the year-end
date of the financial statements, but prior to the issuance of final reports on October 21, 2019,
which may have a material effect on the financial statements or disclosures contained therein.
After the fiscal year-end, the Board approved a $30 million commitment to a real estate
partnership on July 16, 2019.

Reclassifications

Employer contributions reported in fiscal year 2018 have been reclassified into two separate
components (“employer contributions” as required by statutes and “employer supplemental
contributions”) to conform with the fiscal year 2019 presentation.

The funding objective of the pension plan is to establish employer and member contribution
rates which, over time, will be sufficient to pay all expected future benefits not funded by the
current assets. Participating employers are required by statute to contribute amounts
necessary to fund the estimated benefits accruing to members not otherwise funded by
expected investment earnings or member contributions.

The CERL establishes the basic contribution obligations for employers and members to the
pension plan. The employer and member contribution rates adopted by the Board are based
on recommendations from an independent actuary in accordance with membership type
(General, Safety, and Probation) and the plan in which a member belongs.

Employer contribution rates for each plan are determined pursuant to Government Code
Section 31453 of the CERL, using the entry age normal cost method based upon a level
percentage of projected payroll. These rates include an estimated amount necessary to
finance benefits earned by members during the current year (normal cost) and an amount to
amortize the unfunded actuarial accrued liability (UAAL). Under the current funding method,
the June 30, 2008 UAAL is amortized over a fixed period ending June 30, 2023. Changes in the
UAAL in subsequent years are being amortized separately over new 15-year periods from the
valuation date at which the difference is calculated.

In determining both employer and member contribution rates, assumptions are made about
future events that may affect the amount and timing of benefits to be paid and assets to be
accumulated. Methods and assumptions used to determine contribution rates are discussed in
the Required Supplementary Information and the Actuarial Sections. The actuarial valuation of
plan assets and liabilities is normally carried out as of June 30 of each year. The contribution
rates as determined at June 30, 2019, are subject to “one year” deferral. Thus, the new
contribution rates from the June 2019 valuation are effective on July 1, 2020.
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The member contributions vary by entry age as described in the CERL. In general, the member
rate is determined by the present value of the future benefit payable at retirement age,
divided by the present value of all future salaries payable between entry age and retirement
age. Active members are required to make contributions as described below:

e Basic contributions are required of all members as determined by the entry age (except for
members in Plan 3 and Plan 7) and class of each member. Basic contributions generally
cease when safety members reach 30 years of service.

e Cost sharing contributions apply to General members in Plans 1, 2, and 4 (except for the
District) and Safety and Probation members in Plans 1, 2, 4, and 5. The cost sharing
contribution rates vary among bargaining units.

e COLA cost sharing contributions apply to all members of Plans 1, 2, 4, 5, and 6 (except the
District). All members in these plans are required to contribute 50% of the cost of COLA.
Effective July 2018, the County’s Board of Supervisors are required to make COLA cost
sharing contributions.

The member contribution rate for all plans combined increased from 12.07% in fiscal year
2018 to 12.40% in fiscal year 2019. The increase is mainly triggered by changes in assumptions
that were used in determining the contribution rates for fiscal year 2018-19. Plan 3 is non-
contributory, which was open only for General members, but was closed to new members
after December 22, 2012. Section 7522.30 of the Government Code defined contributions for
Plan 7 members. All members of Plan 7 are required to contribute 50% of the total normal
cost rate specific to each individual class (i.e., General, Safety, and Probation).

The employer statutory contribution rate is set by the Board based on the annual actuarial
valuation. For the fiscal year ended June 30, 2019, the employer statutory contribution rate
for all plans combined was 35.31% of actual covered payroll, with 10.95% attributed to the
normal cost and 24.36% to the UAAL. The employer statutory contributions as of percentage
of covered payroll, including the normal cost and the UAAL, are shown in the table below.

EMPLOYER STATUTORY CONTRIBUTION RATES AS A PERCENTAGE OF COVERED
PAYROLL

2019 2018 Change
Normal Cost 10.95% 10.24% 0.71%
UAAL Amortization 24.36% 23.52% 0.84%
Total Employer Rate 35.31% 33.76% 1.55%
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The employer normal cost rate increased from 10.24% of covered payroll for fiscal year 2018
to 10.95% for fiscal year 2019. The employer statutory contribution rate to finance the UAAL
over 15 years increased from 23.52% of covered payroll for fiscal year 2018 to 24.36% for
fiscal year 2019. These increases are mainly triggered by the changes in actuarial assumptions
discussed earlier. Below is the Schedule of Employer Contributions covering the past ten fiscal
years.

SCHEDULE OF EMPLOYER CONTRIBUTIONS

(Dollars In Thousands)

(a) (b) (a) - (b)
Actual Actuarially Percentage of Actuarially
Fiscal Year Ended Employer Determined Supplemental Determined
June 30 Contributions Contributions Contributions Contributions Received
2010 $106,265 $106,265 $0 100%
2011 150,475 150,475 0 100%
2012 150,950 139,407 11,543 100%
2013 144,308 131,294 13,014 100%
2014 202,877 152,877 50,000 @ 100%
2015 180,704 169,814 10,890 @ 100%
2016 191,094 170,046 21,048 © 100%
2017 198,727 164,877 33,850 @ 100%
2018 207,257 179,627 27,630 © 100%
2019 245,498 194,830 50,668 © 100%

(1) The County made a supplemental contribution of $50 million to accelerate the pay down of its UAAL.
) The County made a supplemental contribution of $10.9 million to accelerate the pay down of its UAAL.

) The County and the District contributed additional funding of $19.5 million and $1.5 million, respectively, to
accelerate the pay down of their UAAL.

) The County and the District contributed additional funding of $33.6 million and $0.25 million, respectively, to
accelerate the pay down of their UAAL.

) The County made a supplemental contribution of $27.6 million to accelerate the pay down of its UAAL.
() The County made a supplemental contribution of $50.7 million to accelerate the pay down of its UAAL.

Supplemental Contributions from the County

In November 2013, the County reached an agreement with SamCERA to accelerate the pay
down of the County’s UAAL. Under this agreement, the County provided a supplemental
contribution of $50 million in fiscal year 2014 with annual contributions of $10 million for the
next nine years. A new account, known as the County Supplemental Contribution Account
(CSCA), was set up to separately account for the supplemental contributions.
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Deposits in the CSCA will receive interest at the actual market investment return rate, net of
fees and costs. In fiscal year 2019, the County contributed $50.7 million to the CSCA in
addition to its annual required contribution. As of June 30, 2019, the CSCA had an aggregate
reserve account balance of $188.8 million. The resources in the CSCA are systematically
recognized to provide an offset to the County’s Statutory Contribution Rate. Without the
recognition of the CSCA, the County’s statutory contribution rate would be higher.

The County paid its annual required contributions for fiscal year 2019 via two semi-annual
prepayments (one in July 2018 and another in January 2019). The prepayments were based on
the adopted actuarially determined contribution rate and the projected covered payroll by
plan, discounted by the assumed investment rate of return. Throughout the year, the
prepayments were periodically reduced by actual contributions as determined by the adopted
contribution rate and the actual covered payroll by plan. Near fiscal year-end, SamCERA
performed a “true-up” calculation to ensure that the County’s annual statutory contribution to
SamCERA was fully settled. Any excess balance in the prepayment account will be applied
towards the County’s contribution for the upcoming fiscal year.

Supplemental Contributions from the San Mateo County Mosquito and Vector Control
District

In September 2015, the District entered an agreement with SamCERA to pay down its UAAL
with a single payment of $1.5 million in addition to its statutory contribution for fiscal year
2016. This amount was remitted to SamCERA on October 29, 2015. SamCERA established a
new account, the District Supplemental Contribution Account (DSCA), to separately account
for the District’s supplemental contributions. Deposits in the DSCA less than six months prior
to the regular interest crediting dates of June 30 or December 31 will receive interest at the
actual market investment return rate, net of fees and costs. Deposits for more than six months
prior to the crediting date will receive interest at the actuarially calculated return on the
actuarial value of the DSCA’s asset. In 2017, the District made its second supplemental
contribution of $0.25 million.

As of June 30, 2019, the DSCA had an aggregate reserve account balance of $1.9 million. Based
on the latest amendment to the Memorandum of Understanding between SamCERA and the
District, the resources in the DSCA will be recognized in five years from June 30, 2019, to
provide an offset to the District’s statutory contribution rate. Without the recognition of the
DSCA, the District’s statutory contribution rate would be higher.

The Board established an Investment Policy in accordance with applicable local, state, and
federal laws. The CERL vests the Board with exclusive control over SamCERA’s investment
portfolio. Except as otherwise expressly restricted by the California Constitution and by
regulation, the Board in its discretion may invest, or delegate the authority to invest, the
assets of SamCERA in any investment allowed by statute and deemed prudent in the informed
opinion of the Board.
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Deposits

SamCERA has deposits with an outside financial institution, the Northern Trust Corporation, as
well as with the County in an investment pool account, which is custodied at Bank of New York
Mellon. Deposits with the Northern Trust Corporation are swept into a pooled short-term
investment fund, which invests in securities such as repurchase agreements, commercial
paper, U.S. Treasury bills and notes. Earnings and losses from the County investment pool are
shared among pool participants. All deposits are reported at cost, which approximates fair
value.

Custodial Credit Risk — Deposits. The custodial credit risk for deposits is the risk that, in the
event of the failure of a depository financial institution, SaSmCERA will not be able to recover
deposits nor be able to recover collateral securities that are in the possession of an outside
party. SamCERA has no general policy on custodial credit risk for deposits.

SamCERA maintains cash deposits to support its investment activities and operational needs.
As of June 30, 2019, $14.2 million of cash was held in a pooled short-term investment fund
with the Northern Trust Corporation, and $13.8 million in the investment pool with the County
Treasurer. Cash held by investment managers at year-end amounted to $5.1 million, which is
swept daily into a pooled short-term investment fund managed by the Northern Trust
Corporation.

Cash held with the Northern Trust Corporation in the amount of $561,541 is uninsured and
uncollateralized. Thus, this amount is subject to custodial credit risk. SamCERA does not have a
general policy addressing custodial credit risk. The fair value of SamCERA’s position in the pool
is the same as the value of the pool shares.

The participation in the County investment pool is voluntary. The County investment pool is
not registered with the Securities and Exchange Commission as an investment company. In
accordance with Article 6 Section 27131 of the California Government Code, the County Board
of Supervisors established an eight-member County Treasury Oversight Committee to oversee
the management of public funds in the County investment pool. Pool participants can
withdraw no more than 12.5% of their deposits per month, based on the month-end balance
of the prior month. All requests for withdrawal must be made in writing to the County
Treasurer at least 24 hours in advance.

Investments

SamCERA’s investments are managed by independent investment management firms in
accordance with the guidelines and controls specified in the Investment Policy and contracts
executed with the Chief Executive Officer on the Board’s behalf. A third party institution is
used as an independent custodian, the Northern Trust Corporation.

Investment Policy. The Investment Policy is strategized to reduce risk through a prudent
diversification of the investment portfolio across a broad selection of distinct asset classes.
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The Board undertakes an in-depth asset-liability study every three to five years. In October
2016, the Board completed its most recent asset-liability study. The Board approved a new
target asset allocation, which will be implemented in multiple phases and is expected to take
more than one year to complete.

Target Asset Allocation. As of June 30, 2019, SamCERA’s target asset allocation consists of 41%
in public equity, 21% in fixed income, 12% in alternatives, 8% in risk parity, and 18% in the
inflation hedge asset class. The actual asset allocation at fiscal year-end consisted of 41.4% in
public equity, 21.0% in fixed income, 11.4% in alternatives, 8.3% in risk parity, 17.4% in
inflation hedge, and 0.5% in cash and cash equivalents. See the note on page 99 for details.

Money-Weighted Rate of Return. The money-weighted rate of return expresses investment
performance, net of pension plan investment expenses, adjusted for the timing of cash flows
and the changing amounts actually invested. The annual money-weighted rate of return was
5.26% on SamCERA’s investments, net of investment manager fees, for the fiscal year ended
June 30, 2019.

Long-Term Expected Real Rate of Return. The long-term expected real rate of return on
pension plan investments was determined using a building-block method. Under this method,
expected future real rate of returns (expected returns, net of inflation) are developed for each

major asset class.
LONG-TERM EXPECTED REAL RATE OF RETURN

The table on the right shows the target June 30, 2019

allocation approved by the Board and Long-Term
projected geometric real rates of return for Target Expected
each major asset class (after deducting Asset Class Allocation Rate of Return
inflation, but before deducting investment Public Equity 41% 4.9%
. 1 0, 0,
expenses) that were used to derive the long- Fixed Income 21% 2.1%
term expected investment rate of return Alternatives 12% >3%
P Risk Parity 8% 5.1%
assumption. Inflation Hedge _ 18% 4.3%

Total 100%

Investment Risk -

SamCERA manages investment risks under GASB Statements No. 40 and No. 53 by
contractually requiring each investment manager to follow specific investment guidelines that
are specifically tailored to the investment manager. For separately managed accounts,
managers’ responsibilities are detailed in the investment management agreements between
SamCERA and each investment manager. For commingled fund investments, managers’
responsibilities are detailed and dictated by the related fund documents. The investment
guidelines in most cases stipulate the investment style, performance objective, performance
benchmarks, and portfolio characteristics.

Each investment manager, whom we hold a separately managed account with, is required to
follow the “manager standard of care” to act prudently and solely in the best interest of
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SamCERA. Each investment manager, whom we hold a commingled fund investment with, is
required to follow its fiduciary duties with respect to the Fund. The guidelines require the
investment return performance of each manager be compared with the performance of a
relative passive market index over specific periods. SamCERA’s investment consultant and
staff constantly monitor the performance of all investment managers for compliance with
respective guidelines.

Interest Rate Risk. Interest rate risk is the risk that changes in interest rates will adversely
affect the fair value of an investment. Duration is the measure of the price sensitivity of a fixed
income portfolio to changes in interest rates, and calculated as the weighted average time to
receive a bond’s coupon and principal payments. The longer the duration of the portfolio, the
greater its price sensitivity to changes in interest rates. SamCERA has investments in twelve
external investment pools containing debt securities. SaSmCERA does not have a formal policy
that limits investment duration as a means of managing its exposure to fair value losses arising
from increasing interest rates. Interest rate risk for the fixed income portfolios is displayed in
the table below.

INTEREST RATE RISK ANALYSIS

June 30, 2019

Weighted

Weighted Average Effective

Average Maturity Duration

Investment Portfolio Fair Value Coupon (Years) (Years)
Opportunistic Credit Funds $ 348,130,949 6.48% 6.41 2.45
BlackRock Intermediate Government Bond 233,698,006 2.60% 4.05 3.75
Fidelity Insitutional Asset Management 281,072,703 3.40% 7.98 5.41
Western Asset Management 136,575,689 3.50% 7.14 1.43

Total S 999,477,347

) This category consists of eight opportunistic Credit Funds managed by Angelo Gordon (two funds), Beach
Point, Brigade Capital Management, Franklin Templeton, Tennenbaum Capital Partners, and PIMCO (two funds).

Custodial Credit Risk — Investment. The custodial credit risk is the risk that, in the event of the
failure of a counterparty to a transaction, SamCERA will not be able to recover the value of
investments or collateral securities that are in the possession of an outside party. Under the
investment guidelines for each investment manager, managed investments must be held in
the name of SamCERA. The master custodian may rely on sub-custodians. As of June 30, 2019,
SamCERA had no investments that were exposed to custodial credit risk.

Credit Risk. Credit risk is the risk that an issuer or other counterparty to an investment will not
fulfill its obligations. SamCERA’s Investment Policy seeks to maintain a diversified portfolio of
fixed income instruments to obtain the highest total return for the fund at an acceptable level
of risk within the asset class.
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The quality of SamCERA’s investments in
bonds as of June 30, 2019, is summarized
in the table on the right.

Foreign Currency Risk. Foreign currency
risk is the risk that changes in the
exchange rates will adversely affect the
fair value of an investment or deposit. In
its Investment Policy, SamCERA allows
forward currency contracts and currency
futures as defensive currency hedging to
mitigate foreign currency risk on the
portfolio. International equity and global
bond managers are permitted to invest in
authorized countries.

The table below indicates the magnitude of risk for each foreign currency denominated in U.S.
dollars. Foreign investments held within commingled fund vehicles are excluded from analysis

below.

FOREIGN CURRENCY RISK ANALYSIS

S&P QUALITY BREAKDOWN FOR SAMCERA’S
INVESTMENT IN BONDS (JUNE 30, 2019)

Credit

Risk
AAA
AA
A
BBB

Less than BBB

NR
Total

June 30, 2019

Foreign

Trade Country Name Common Stock Currency Total
Australia S 13,651,121 S 114,685 S 13,765,806
Brazil 3,212,654 - 3,212,654
Canada 5,325,887 751,935 6,077,822
Switzerland 20,806,950 - 20,806,950
Denmark 7,825,910 - 7,825,910
Europe 100,013,535 168,043 100,181,578
United Kingdom 79,245,777 (83,278) 79,162,499
Hong Kong 20,751,514 - 20,751,514
India 11,000,717 22,003 11,022,720
Japan 87,655,927 228,897 87,884,824
South Korea 1,089,499 - 1,089,499
Mexico 1,615,505 - 1,615,505
Malaysia 2,518,451 - 2,518,451
Sweden 17,771,307 (243,858) 17,527,449
Singapore 16,082,789 - 16,082,789
South Africa 6,933,493 - 6,933,493

Total $ 395,501,036 $ 958,427 $ 396,459,463

Commingled
Management
46.2%
2.8%
8.7%
6.0%
25.2%
11.1%
100.0%
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Concentration of Credit Risk. This risk is the risk of loss attributed to the magnitude of
SamCERA’s investment in a single issuer of securities. Investments issued or explicitly
guaranteed by the U.S. Government and commingled investments are excluded from the
concentration of credit risk analysis. As of June 30, 2019, SamCERA does not have investments
in a single issuer with five percent or more of SamCERA’s fiduciary net position.

Derivatives

Derivatives are financial instruments that are connected to a specific financial instrument,
indicator or commodity, and through which specific financial risks can be traded in financial
markets in their own right. The value of a derivative derives from the price of an underlying
item, such as an asset or index. Derivatives are used for a number of purposes (such as risk
management, hedging, and arbitrage between markets), and are usually settled by net
payments of cash.

SamCERA currently employs external investment managers to manage its assets as permitted
by the California Government Code and SamCERA’s Investment Policy. Specific managers hold
investments in swaps, options, futures, forward settlement contracts, and warrants and enter
into forward foreign currency exchange security contracts within fixed income financial
instruments.

e The fair value of options, futures, and warrants is determined based upon quoted
market prices. The fair value of derivative investments that are not exchange
traded, such as swaps and TBAs (To Be Announced), is determined by an external
pricing service using various proprietary methods based upon the type of derivative
instrument.

e Futures contracts are marked to market at the end of each trading day. The
settlement of gains or losses occur on the following business day through variation
margins.

e The fair value of international currency forwards represents the unrealized gain or
loss on the related contracts, which is calculated as the difference between the
specified contract exchange rate and the exchange rate at the end of the reporting
period.

The derivative instruments held by SamCERA are considered investments and not hedges for
accounting purposes. As of June 30, 2019, the derivatives held an aggregate notional amount
of $203.7 million. The fair value of derivatives totaling an amount of $124,700 is reported in
the Statement of Fiduciary Net Position as part of the cash management overlay and inflation
hedge. Changes in fair value during fiscal year 2019 are reported in the Statement of Changes
in Fiduciary Net Position as a component of investment income.
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The derivatives that SamCERA held at fiscal year-end are shown below. Compared to SamCERA’s
total investments at fair value, the fair value of SamCERA’s derivatives as of June 30, 2019, is not
material.

INVESTMENT DERIVATIVES
June 30, 2019

Type of Derivatives Notional Value Fair Value
Interest Rate Contracts - Short S 7,550,469 S (7,758)
Foreign Exchange Contracts - Short 137,636,903 (201,577)
Foreign Exchange Contracts - Long 3,751,195 2,695
Equity Contracts -Long 54,717,299 331,340
Total $ 203,655,866 S 124,700

Interest Rate Risk — Derivatives. SamCERA’s investments in interest rate derivatives are highly
sensitive to changes in interest rates. The investment maturities for the majority of the
investments in the table above are 3 months or less. The investment maturity for $7.1 million of
investments in derivatives is 3-6 months.

Foreign Currency Risk — Derivatives. Foreign currency contracts are subject to foreign currency
risk as the value of deposits or investments denominated in foreign currency may be adversely
affected by changes in foreign exchange rates. Foreign currency contracts include forward
contracts and spot contracts. Currency forward contracts are derivatives and generally serve to
hedge or offset the impact of foreign currency exchange rate fluctuations. Spot contracts are
agreements to buy or sell a certain amount of foreign currency at the current market rate for
settlement in two business days. Spot contracts are generally used when SamCERA is required
to make or receive payments in a foreign currency. SamCERA does not have a formal policy on
foreign currency risk.

Custodial Credit Risk — Derivatives. As of June 30, 2019, SamCERA’s derivatives were not subject
to custodial credit risk. However, they are subject to other risks.

Credit Risk — Derivatives. SamCERA is exposed to credit risk on investment derivatives that are
traded over the counter and are reported in asset positions. Derivatives exposed to credit risk
include credit default and interest rate swaps, currency forward contracts, rights, warrants, and
TBA transactions.

To minimize credit risk exposure, SamCERA’s investment managers continuously monitor credit
ratings of counterparties. Should there be a counterparty failure, SamCERA would be exposed to
the loss of the fair value of derivatives that are in asset positions and any collateral provided to
the counterparty, net of the effect of applicable netting arrangements. SamCERA does not have
a general policy with respect to netting arrangements or collateral requirements. In the event of
bankruptcy or default by the counterparty, netting arrangements legally provide SamCERA with
a right of offset.
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Securities Lending Activity

SamCERA is authorized by its Investment Policy and state law to participate in a securities
lending program. Securities lending transactions are short-term collateralized loans of
SamCERA’s securities for the purpose of generating additional investment income.

SamCERA has a securities lending agreement in place that authorizes its securities lending
agent to lend SamCERA’s securities to broker-dealers and banks pursuant to a loan
agreement. For each type of security loaned, SamCERA receives cash or non-cash collateral.
SamCERA invests the cash and receives earnings on it in exchange for paying a loan rebate fee
to the borrower. In the case of non-cash collateral, the borrower pays SamCERA a loan
premium.

For the fiscal year ended June 30, 2019, on behalf of SamCERA, the securities lending agent
lent SamCERA’s securities to borrowers under the securities lending agreement. In return,
SamCERA received cash and obligations issued or guaranteed by the U.S. government, or its
agencies or instrumentalities.

Borrowers were required to deliver collateral for each loan equal to (1) loaned securities
denominated in U.S. dollars or sovereign debt issued by foreign governments, with a margin
of at least 102% of the fair value of the loaned securities; and (2) loaned securities not
denominated in U.S. dollars, or whose primary trading market was not located in the United
States, with a margin of at least 105% of the fair value of the loaned securities. In addition,
borrowers were required to maintain the designated margin percentage of collateral on a
daily basis.

SamCERA imposes the following restrictions on the loans that the securities lending agent
makes on SamCERA’s behalf:

e Borrower must have a long-term credit rating of either “A” from Standard and Poor’s
(S&P) or “A2” from Moody’s Investors Service (Moody’s). For split-rated borrowers, the
higher rating shall prevail if not the same rating, with the lower rating have a minimum
long-term credit rating of either “A-“ from S&P or “A3” from Moody’s.

e The maximum allowable amount of assets on loan to any single borrower shall not be
greater than S3 million.

e The maximum total amount of program assets on loan shall not be greater than $10
million.

The securities lending agent indemnified SamCERA by agreeing to purchase replacement
securities or to supplement the amount of cash collateral provided to SamCERA. Such
indemnification will become effective in the event the borrower fails to return the loaned
securities and the collateral is inadequate to replace the securities lent or the borrower fails to
pay SamCERA for any income distributions on loaned securities. SamCERA did not experience
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any loss from a default of the borrowers or the securities lending agent during the reporting
period. SamCERA and the borrowers maintained the right to terminate all securities lending
transactions on demand.

As of June 30, 2019, the fair value of securities on loan reported and the total collateral held
amounted to $7.3 million and $7.5 million (with $0.4 million in cash collateral and $7.1 million
in non-cash collateral), respectively. The amount of collateral exceeded the amount of
securities on loan by $145,847. The securities on loan include U.S. equities and international
equities.

The cash collateral received on each loan was invested in a short-term investment pool, the
Northern Institutional Liquid Assets Portfolio (NILAP), managed by the securities lending
agent. The average maturity of securities on loan was approximately 66 days as of June 30,
2019. SamCERA does not have the ability to pledge or sell non-cash collateral delivered absent
a borrower default. Therefore, such non-cash collateral is not reported on the Statement of
Fiduciary Net Position. There were no violations of legal or contractual provisions, no
borrower or lending agent default losses known to the securities lending agent.

Securities Lending Collateral Credit Risk. All of the cash collateral received for securities
lending is invested in the NILAP Cash Collateral Fund (the Fund), which is not rated by credit
rating agencies. All investments qualify as “eligible securities” within the meaning of Rule 2(a)-
7 of the Investment Company Act of 1940. The Fund seeks to maintain a stable net position
value per share of $1 by valuing its Fund using an amortized cost method and complying with
the requirements of Rule 2(a)-7.

Securities Lending Collateral Interest Rate Risk. Cash collateral from loans of securities are
invested in the Fund. The Fund’s average effective duration is restricted to 90 days or less. As
of June 30, 2019, the Fund had an interest rate sensitivity of 26 days.

Fair Value Measurement

GASB Statement No. 72, Fair Value Measurement and Application, establishes a fair value
hierarchy based on the following three types of input to develop the fair value measurements
for investment.

o Level 1 - reflects prices quoted in active markets.

o Level 2 - reflects prices that are based on a similar observable asset either directly or
indirectly, which may include inputs in markets that are not considered to be active.

o Level 3 - reflects prices based upon unobservable sources.

The categorization of investments within the fair value hierarchy (see pages 63-64) is based
upon the pricing transparency of the instrument and should not be perceived as the particular
investment’s risk.
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FAIR VALUE MEASUREMENT

June 30, 2019

Fair Value Measurements Using

Quoted Prices in Significant Other
Active Markets for Observable
Identical Assets Inputs
Investments by Fair Value Level June 30,2019 (Level 1) (Level 2)
EQUITY SECURITIES
Foreign Stocks $ 428,199,722 S 428,199,722
US Common & Preferred Stock 370,384,323 370,384,323
Total Equity Securities 798,584,045 798,584,045
COMMINGLED FUNDS
Domestic Bond Funds 495,123,892 87,782,790 S 407,341,102
Domestic Equity Funds 566,741,398 - 566,741,398
International Equity Funds 346,941,153 - 346,941,153
Liquid Pool Funds 251,230,510 - 251,230,510
Total Commingled Funds 1,660,036,953 87,782,790 1,572,254,163
COLLATERAL FROM SECURITIES LENDING 403,093 - 403,093
Total Investments by Fair Value Level 2,459,024,091 S 886,366,835 $1,572,657,256
Investments Measured at the Net Asset Value (NAV)
Domestic Bond Funds 499,068,949
Global Bond Funds 42,351,913
Domestic Equity Funds 145,207,692
International Equity Funds 64,932,940
Real Estate Funds 380,726,638
Risk Parity Funds 389,039,081
Absolute Return/Hedge Funds 243,015,716
Private Equity Funds 336,758,744
Private Real Asset Funds 65,553,108
Total Investments Measured at NAV 2,166,654,781
Total Investments $4,625,678,872
Derivatives ")
Interest Rate Contracts - Short S (7,758) S - S (7,758)
Foreign Exchange Contracts - Short (201,577) - (201,577)
Foreign Exchange Contracts - Long 2,695 - 2,695
Equity Contracts - Long 331,340 331,340 -
Total Derivatives S 124,700 S 331,340 S (206,640)

M) perivatives are reported under cash management overlay on the Statement of Fiduciary Net Position.
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INVESTMENTS MEASURED AT NET ASSET VALUE (NAV)

June 30, 2019

Redemption
Unfunded Frequency (if Redemption
Investments Measured at NAV 6/30/2019 Commitments currently eligible) Notice Period
Domestic Bond Funds *) $ 499,068949  $ - Daily, Quarterly 15-90 days
Global Bond Funds ¥ 42,351,913 - Monthly 15 days
Domestic Equity Funds ! 145,207,692 - Daily 1-5 days
International Equity Funds ) 64,932,940 - Daily 1-10 days
Real Estate Funds @ 380,726,638 27,200,000 Quarterly, Not 45 days
Eligible
Risk Parity Funds 3 389,039,081 - Monthly 15 days
Semi-Monthly,
Hedge Funds/Absolute Return ) 243,015,716 - y 5-75 days
Monthly
Private Equity Funds 336,758,744 191,500,000 Not Eligible Not applicable
Private Real Asset Funds 65,553,108 120,600,000 Not Eligible Not applicable

Total Investments Measured at NAV  $ 2,166,654,781 $ 339,300,000

(1)

(2)

(3)

(4)

(5)

Bond and Equity Funds. This type includes eight domestic bond funds, one global bond fund, one domestic
equity fund, and one international equity fund that is considered to be commingled in nature. Each is valued
at the net asset value of units held at the end of the period based upon the fair value of the underlying
investments.

Real Estate Funds. This type includes three real estate funds that invest primarily in a diversified portfolio of
institutional quality multi-family, industrial, retail and office assets in the U.S. This type also includes one real
estate debt fund that originates loans primarily across a diversified portfolio of institutional quality multi-
family, industrial, retail, office and specialty assets. The fair values of the investments in these types have
been determined using the NAV (or its equivalent) of the plan’s ownership interest in partners’ capital. One
investment has quarterly liquidity, one is subject to an initial 2 year lock-up with quarterly liquidity thereafter
while the other two are ineligible for redemption.

Risk Parity Funds. This type includes two risk parity funds that seek to generate returns from a risk diversified
portfolio of asset exposures. The fair values of the investments in this type have been determined using the NAV
(or its equivalent) of the plan’s ownership interest in partners’ capital. The funds can be redeemed on a
monthly basis.

Absolute Return/Hedge Funds. This strategy consists of two multi-strategy absolute return/hedge funds. One
fund delivers efficient exposure to a well-diversified portfolio of hedge fund strategies and the other builds a
broad range of return-seeking positions (i.e., multi-strategy) with high underlying liquidity that incorporates
multiple risk views.

Private Equity and Real Asset Funds. This type includes twenty-four private equity funds, investing primarily in
Buyout Funds, Venture Capital, and Debt/Special Situations. This type also includes ten Private Real Asset
funds, investing in infrastructure, mining finance, solar, energy, and farmland. The fair values of these funds
have been determined using net asset values one quarter in arrears plus current quarter cash flows. These
funds are not eligible for redemption. Distributions are received as underlying investments with the funds are
liquidated, which on average can occur over the span of 5 to 10 years.
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As of June 30, 2019, SamCERA did not hold any investments classified in Level 3. Debt and
equity securities classified in Level 1 are valued using prices quoted in active markets for
those securities. Debt and equity securities classified in Level 2 of the fair value hierarchy are
valued using the following approaches:

e U.S. Treasuries, U.S. Agencies, and Commercial Paper: use quoted prices for identical
securities in markets that are not active;

e Corporate and Municipal Bonds: use quoted prices for similar securities in active markets;

e Repurchase Agreements, Negotiable Certificates of Deposit, and Collateralized Debt
Obligations: use matrix pricing based on the securities’ relationship to benchmark quoted
prices;

e Money Market, Bond, and Equity Mutual Funds: use published fair value per share (unit)
for each fund; and

e Commingled and high-yield equity investments: use matrix pricing techniques or quoted
prices for similar securities in active markets.

Employer Net Pension Liability

GASB Statement No. 67, Financial Reporting for Pension Plans — an Amendment of GASB
Statement No. 25, requires public pension plans to disclose the employer net pension liability
information. The net pension liability of all participating employers was determined based
upon plan assets as of the measurement date at June 30, 2019. For financial reporting
purposes, the net pension liability is measured as the total pension liability less the amount
of the pension fiduciary net position. The total pension liability represents the present value
of projected benefit payments (using the discount rate of 6.67% discussed later) to be
provided through the pension plan to active, inactive, and retired members (or their
beneficiaries) based on those members’ past periods of services.

Actuarial Methods and Assumptions

Each year SamCERA engages an independent actuarial consulting firm to perform an annual
actuarial valuation in accordance with requirements under GASB Statement No. 67. In the
valuation, the actuary employs generally accepted actuarial methods and assumptions to
determine the total pension liability, the plan fiduciary net position, and the employers’ net
pension liability. Actuarial valuations involve estimates of the value of reported amounts and
assumptions about the probability of events far into the future. The actuarially determined
amounts are subject to continual revision as results are compared to past expectations and
new estimates are made about the future. Calculations, which reflect a long-term
perspective, are based on the benefits provided under the terms of the substantive plan in
effect at the time of each valuation and on the pattern of sharing of costs between the
employer and plan members to that point.
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SCHEDULE OF EMPLOYER NET PENSION LIABILITY

June 30, 2019

This schedule displays the total pension liability, the plan fiduciary net position, and the net pension liability of
all participating employers, which were determined in conformity with the requirements prescribed by GASB
Statement No. 67.

Net Pension Liability June 30, 2019
Total pension liability S 5,339,216,207
Less: Plan fiduciary net position (4,723,109,935)
Employers' net pension liability S 616,106,272
Plan fiduciary net position as a % of total pension liability 88.46%
Covered payroll S 554,734,196
Employers' net pension liabilityas a % of covered payroll 111.06%

Note: The total pension liability was determined by an actuarial valuation as of the valuation date, calculated
based on the discount rate and actuarial assumptions and methods shown below.

Discount rate 6.67%
Long-term expected rate of return, net of expenses 6.50%
The plan's fiduciary net position was projected to be available to make all projected future benefit payments of
current active employees, inactive members, retirees, and beneficiaries. Therefore, the discount rate for
calculating the total pension liability is equal to the long-term expected rate of return, gross of administrative

expenses.
Valuation date June 30, 2019
Measurement date June 30, 2019

Key assumptions
(1)

Investment rate of return 6.67%
General wage increases 3.00%
Inflation 2.50%
Mortality Various rates based on mortalitytables described in the June 30,

2019, actuarial valuation.

Actuarial experience study July 1, 2014 to April 30, 2017

Actuarial cost method Individual Entry Age Normal

Asset Valuation Method Fair marketvalue
Smoothing period 5vyears
Recognition method Non-asymptotic
Corridor 80% to 120% of fair value

Amortization of Unfunded Actuarial Accrued Liability UAAL as of June 30, 2008, is amortized over a closed 15-year

(UAAL)(Z) period ending June 30, 2023. Subsequent changes in the UAAL
are amortized over separate closed 15-year layers that are
determined annually ("layer" amortization).

@ Differs from actuarial valuation for funding purposes due to addition of administrative load of 0.17%.

@ Contribution "credits" are applied to the County of San Mateo (the County) and San Mateo County Mosquito &
Vector Control District (the District) contribution rates. These rates reflect supplemental contributions by the
County and the District that are tracked separatelyin the County and District Supplemental Contribution
Accounts. Contributions in a given year are amortized as a level percentage of payover a 15-year closed period.
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Discount Rate

The discount rate used to measure the total pension liability was 6.67% as of June 30, 2019,
compared to 6.92% from a year ago. The projection of cash flows used to determine the
discount rate assumed both employer and member contributions will be made at rates equal
to the actuarially determined contribution rates.

SamCERA’s fiduciary net position is projected to be available to make all projected future
benefit payments of current active employees, inactive members, retirees, and beneficiaries.
Therefore, the discount rate for calculating the total pension liability is equal to the long-term
expected rate of return, gross of administrative expenses.

Sensitivity Analysis

The employers’ net pension liability changes with adjustments to the discount rate. The table
below presents the net pension liability of all participating employers at year-end, using the
current discount rate of 6.67%, and what the net pension liability would be using a discount
rate that is one percent lower or one percent higher than the current discount rate.

SCHEDULE OF SENSITIVITY ANALYSIS

June 30, 2019
Current
1% Decrease Discount Rate 1% Increase
5.67% 6.67% 7.67%
Total pension liability S 6,116,217,610 S 5,339,216,207 S 4,707,816,259
Less: Fiduciary net position (4,723,109,935) (4,723,109,935) (4,723,109,935)
Net pension liability $ 1,393,107,675 S 616,106,272 $ (15,293,676)

Plan reserves (components of net position) are established to account for resources
accumulated from employer contributions, member contributions, and investment income
after satisfying all expenses. The plan reserves do not represent the present value of assets
needed, as determined by the actuarial valuation, to satisfy retirement and other benefits
when they become due.

SamCERA uses three different types of accounts to record the plan reserves: the valuation
reserves, the non-valuation reserve, and the market stabilization account. The plan reserves
as of June 30, 2019, are presented in the following table.

Financial Section
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RESERVES REQUIRED BY THE CERL FOR REPORTING PURPOSES

June 30, 2019

Valuation Reserves

Member Reserve S 769,136,683
Employer Advance Reserve 1,086,126,550
Retiree Reserve 1,198,883,409
Cost of Living Adjustment Reserve 1,464,872,095
County Supplementary Contribution Account Reserve 188,806,043
District Supplementary Contribution Account Reserve 1,864,243
Undistributed Earnings/Losses Reserve * (24,074,932)

Total Valuation Reserves 4,685,614,091

Non-Valuation Reserve

Contingency Reserve 47,328,299
Market Stabilization Account (9,832,455)
Total Reserves (Market Value of Assets) $ 4,723,109,935

! This reserve was classified as a valuation reserve under the |atest revised Interest Crediting Policy.

Valuation Reserves
The valuation reserves are made up of the following:

Member Reserve represents funding provided by active and inactive (deferred) members.
Additions include member contributions and interest credited. Deductions include refunds to
members and transfers to the Retiree Reserve when a member retires.

Employer Advance Reserve represents funding provided by employers for future retirement
payments to active and inactive (deferred) members. Additions include employer
contributions and interest credited. Deductions include lump-sum death benefit payments to
members’ survivors, supplementary disability payments, and transfers to the Retiree Reserve
when a member retires. If a member elects to receive a refund of member contributions upon
termination, the balance in this reserve account will not be affected since the employers’
contribution rates are based on an actuarial assumption that takes into account the expected
termination rate for members.

Retiree Reserve represents funding set aside for retirement benefits. Additions include
transfers from the Member Reserve and the Employer Advance Reserve (both made at the
time a member retires) as well as interest credited. Deductions include benefit payments to
retired members and their beneficiaries.
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Cost of Living Adjustment Reserve represents employer contributions for future cost of living
adjustments under provisions of the CERL. Additions include contributions from employers
and interest credited. Deductions include payments to retired members and their
beneficiaries.

County Supplemental Contribution Account (CSCA) Reserve captures all supplemental
contributions made by the County in excess of the statutory contributions plus interest
credited since fiscal year 2014.

District Supplemental Contribution Account (DSCA) Reserve captures all supplemental
contributions made by the District in excess of the statutory contributions plus interest
credited since fiscal year 2016.

Undistributed Earnings/Losses Reserve is established to account for cumulative undistributed
actuarial earnings or losses.

Non-Valuation Reserve
The Board established the Contingency Reserve of which the value is not used to determine
statutory contribution rates.

Contingency Reserve is established to meet the reserve requirement under Section 31592 of
the CERL that at least one percent of the fund’s actuarial value of assets be kept as reserves
against future earning deficiencies, investment losses, and other contingencies.

Market Stabilization Account

The Market Stabilization Account is designed to minimize the impact of short-term volatility
in the fair value of the retirement fund on employer and member contribution rates by
smoothing market returns over a five-year period. The Board adopted a Market Stabilization
Account policy to limit the actuarial value of assets not to exceed +20% of the fair value.

The balance in this account, arising from a Five-year Actuarial Smoothing Policy, represents
the difference between (1) the aggregate amount initially deferred (or smoothed) from the
ten most recent semi-annual periods and (2) the aggregate amount subsequently recognized
for semi-annual interest crediting from the same ten periods. Deferred investment earnings/
losses are amortized over five years in accordance with a schedule established by the actuary.
As of June 30, 2019, the balance in the Market Stabilization Account was negative $10 million.

Interest Crediting

SamCERA semi-annually updates its reserve balances on December 31 and on June 30 to
incorporate interest credit as specified in Article 5 of the CERL (Semi-Annual Interest
Crediting). The Board adopted an Interest Crediting Policy stipulating how earnings should be
allocated among valuation reserves.
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The Board also adopted a Five-year Actuarial Smoothing Policy, which will be used to calculate
the actuarial value of assets as well as the net available earnings for interest crediting
purposes. The calculation incorporates the “smoothing” strategy to spread the difference
between actual and expected market return over five years (or ten successive semi-annual
periods).

The CSCA and the DSCA Reserves are credited semi-annually in accordance with provisions of
the “Memorandum of Understanding” between SamCERA and the respective employer.

The Member Reserve is credited semi-annually in amounts that are equal to the lesser of one
half of the assumed investment earnings rate, or the actuarial earnings rate for the prior six-
month period immediately preceding the period in which interest is being credited. The
“assumed investment earning rate” is the rate used to determine employer rates for the fiscal
year in which the allocation is taking place. The rate credited to the Member Reserve shall not
be less than zero.

To the extent of the net available earnings, interest is credited to all components of valuation
reserves (except the Member Reserve, the CSCA Reserve, the DSCA Reserve, and the
Undistributed Earnings/Losses Reserve) at a rate of one-half of the assumed investment
earnings rate.

When allocable earnings are insufficient to cover interest credits to the reserves specified
discussed earlier, the funding in the Contingency Reserve may be used to cover the shortage.
However, in no event may the Contingency Reserve be allowed to drop below one percent of
the actuarial value of assets.

Under the CERL, excess earnings exceeding one percent of SamCERA’s total assets may be
transferred from the Contingency Reserve into the Employers’ Advance Reserve for payment
of benefits. Whenever possible, SamCERA strives to keep the Contingency Reserve at 3% of
the actuarial value of assets as described in its Interest Crediting Policy.

The Board annually adopts an operating budget for the administration of SamCERA.
Administrative expenses are charged against earnings of the retirement fund and cannot
exceed twenty-one hundredth of one percent (0.21%) of the accrued actuarial liabilities as set
forth under Government Code Section 31580.2 of the CERL. SamCERA has a policy in place to
monitor compliance with the Government Code.

SamCERA’s actual administrative expenses for the reporting period amounted to 0.13% of the
accrued actuarial liability at June 30, 2017 (the latest information available when preparing
the administrative budget for fiscal year 2019). Information technology expenses are excluded
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from this limit. The tables below show allowable administrative expenses and budget-to-
actual analysis of administrative expenses for the fiscal year ended June 30, 2019.

ADMINISTRATIVE EXPENSES FOR THE FISCAL YEAR ENDED JUNE 30, 2019, COMPARED TO ACTUARIAL
ACCRUED LIABILITY AS OF JUNE 30, 2017

(Dollars in Thousands)

Actuarial Accrued Liability (AAL) as of June 30,2017 S 4,719,850 (a)
Maximum Allowed for Administrative Expenses (AAL*0.21%) S 9,912 (b)
Operating Budget for Administrative Expenses S 7,025 (c)
Actual Administrative Expenses S 6,057 (d)
Excess of Allowed over Actual Administrative Expenses S 3,855 =(b)-(d)
Excess of Budgeted over Actual Administrative Expenses S 968 =(c)-(d)
Actual Administrative Expenses as a Percentage of
Actuarial Accrued Liability as of June 30,2017 0.13% =(d)/(a)
SAMCERA’S ADMINISTRATIVE EXPENSES, BUDGET VS. ACTUAL
For the Fiscal Year Ended June 30, 2019
Under % of Budget
Budget Actual Budget Remaining
Salaries and benefits S 5,388,700 S 4,706,675 S 682,025 13%
Services and supplies 1,636,395 1,350,038 286,357 17%
Total expenses $ 7,025,095 $ 6,056,713 S 968,382 14%

The overall salaries and benefits for the fiscal year 2019 were 13% below the budget, due
primarily to the elimination of a vacant management position and the timing of filling two
vacant positions in the Benefits Division.

The overall expenses for services and supplies were 17% below the budget. Major reasons
include the following:

e Among all members applying for disability retirement, only three members required an
independent medical evaluation per SamCERA’s medical advisor’'s recommendation. In
addition, only one member pursued a formal hearing for his disability case.

e Board members and staff did not attend certain conferences as initially expected, which
significantly reduced the overall spending on traveling and lodging expenses.
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e Postage and printing expenses continued to decline due to SamCERA’s persistent efforts to
communicate with its members and business partners electronically, whenever possible. In
addition, most of the printing and mailing jobs were performed in-house rather than relying

on outside service providers as a measure to keep operating costs down.

e Three elected Retirement Board positions were open for election in June 2019. All three

incumbents ran unopposed, leaving the budget for election setup fee nearly intact.

o Demands for general office supplies, property and equipment were far below projections.

Pursuant to Government Code Section 31580.2 of the CERL, expenses for computer software,
computer hardware, and computer technology consulting services in support of these
computer products are not subject to the mandated limit of 0.21% discussed earlier. As a
result, SamCERA prepares a separate information technology budget starting with fiscal year
2012 when this code was enacted. The table below presents the budget-to-actual analysis of

technology expenses for the fiscal year ended June 30, 2019.

SAMCERA'’S INFORMATION TECHNOLOGY EXPENSES, BUDGET VS. ACTUAL

For the Fiscal Year Ended June 30, 2019

Under

Actual Budget

S 15,315 S 44,685
1,645,708 268,632
5,060 144,940
4,824 9,176

Budget
Property and equipment S 60,000
Information technology infrastructure ) 1,914,340
County ISD Support 150,000
Research and development 14,000
Total expenses $2,138,340

$1,670,907 $467,433

% of Budget
Remaining
74%
14%
97%
66%
22%

n fiscal year 2019, SamCERA reported a total depreciation expense of $824,357 on its basic financial
statements. Since depreciation is a non-cash expense and notincluded in the adopted budget, it was
excluded from the actual expense column for comparison purposes.

The overall Information Technology (IT) expenses were modestly below the budget, due

primarily to the following:

e The amounts budgeted for computer equipment, software, technical support from the
County’s Information System Department were mostly earmarked for unexpected needs.

Throughout the year, the need for unplanned purchases or services was sparse.

e Technology Research and Development (R&D) expenses were substantially below
projections. Due to time constraints, staff did not fully utilize the resources allocated to

explore new technologies that may improve the daily operations and member services.
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SamCERA is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; injuries to employees; and natural disasters. Such risks are managed by
SamCERA through its participation with the County’s self-insurance program and commercial
insurance policies.

SamCERA is covered by the County’s self-insurance program for general liability and workers’
compensation. Additional coverage for various types of risks are provided through the County’s
commercial insurance carriers in accordance with the terms set forth in individual insurance
policies. Pursuant to a Memorandum of Understanding between SamCERA and the County,
SamCERA pays a pro-rata share of total insurance cost incurred by the County based on
employee count.

The Retirement Board members and senior staff purchase separate fiduciary liability insurance
for the actual or alleged breach of fiduciary duties through a policy provided by RLI Insurance
Company of Peoria, lllinois. The coverage is limited to $10 million in the aggregate for all loss
combined including defense costs.

SamCERA has ongoing business transactions with various County offices: County Counsel,
Treasurer, Controller, Procurement, Human Resources, Information Services, Health System,
Sheriff, and Elections. Payments for the services provided are on a cost-reimbursement basis.

At June 30, 2019, SamCERA had a total “uncalled capital” of $339.3 million, with $191.5 million
in private equity investments, $120.6 million in private real asset investments, and $27.2 million
in real estate investments. SamCERA s still in the process of building out its private equity,
private real asset, and real estate portfolios and intends to make additional commitments over
the next three to five years.

SamCERA is subject to legal proceedings and claims arising from the normal course of its
business. Currently, no pending or threatened litigation are adjudicated or reported. As for
unasserted claims, future writs of mandates could be filed to reverse Board decisions on
disability matters.
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REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS OF PARTICIPATING EMPLOYERS

This schedule displays the components of the total pension liability, the fiduciary net position,
and the net pension liability of all participating employers, which were determined in conformity
with the requirements prescribed by Governmental Accounting Standards Board (GASB)
Statement No. 67. This schedule will ultimately show information for ten years.

For the Fiscal Years Ended June 30 2019 2018 2017

Total Pension Liability

Service cost S 108,644,383 S 107,738,142 S 96,411,681
Interest on total pension liability 336,260,838 319,776,913 306,404,154
Effect of assumption changes orinputs 167,870,889 - 147,541,839
Effect of economic/demographicgains (losses) 91,316,336 27,753,956 4,834,605
Benefit payments and refund of contributions (227,185,123) (209,054,603) (193,240,280)
Net change in total pension liability 476,907,323 246,214,408 361,951,999
Total pension liability, beginning 4,862,308,884 4,616,094,476 4,254,142,477
Total pension liability, ending (a) $5,339,216,207 $4,862,308,884 $4,616,094,476

Fiduciary Net Position

Employer contributions S 245,498,411 $ 207,256,713 $ 198,727,135
Member contributions 67,695,627 64,204,278 62,160,101
Investmentincome net of investment expenses 271,691,483 280,146,398 436,675,706
Benefit payments and refund of contributions (227,185,123) (209,054,603) (193,240,280)
Administrative and technology expenses (8,551,977) (7,293,262) (7,009,169)

Net change in plan fiduciary net position 349,148,421 335,259,524 497,313,493
Fiduciary net position, beginning 4,373,961,514 4,038,701,990 3,541,388,497
Fiduciary net position, ending (b) $4,723,109,935 $4,373,961,514 $4,038,701,990
Net pension liability, ending = (a) - (b) S 616,106,272 S 488,347,370 $ 577,392,486
Fiduciary net position as a % of total pension liability 88.46% 89.96% 87.49%
Covered payroll S 554,734,196 $ 535,937,622 $ 510,132,014
Net pension liability as a % of covered payroll 111.06% 91.12% 113.18%

Note: Changes of assumptions. In 2017, amounts reported as changes of assumptions resulted primarily from
adjusting the assumed investment return, price inflation, and general wage increase downward, modifying the
mortality assumption, and adding a projection scale to reflect gradual year-to-year increase in mortality that is
expected to occur in the future. In 2019, amounts reported resulted mainly from downward adjustments to the
assumed investment rate, price inflation, and general wage increases.
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SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS OF PARTICIPATING EMPLOYERS

(CONTINUED)

For the Fiscal Years Ended June 30

Total Pension Liability

Service cost

Interest on total pension liability

Effect of assumption changes orinputs

Effect of economic/demographicgains (losses)
Benefit payments and refund of contributions
Net change in total pension liability

Total pension liability, beginning

Total pension liability, ending (a)

Fiduciary Net Position
Employer contributions
Member contributions
Investmentincome net of investment expenses
Benefit payments and refund of contributions
Administrative and technology expenses

Net change in plan fiduciary net position
Fiduciary net position, beginning
Fiduciary net position, ending (b)

Net pension liability, ending = (a) - (b)

Fiduciary net position as a % of total pension liability
Covered payroll

Net pension liability as a % of covered payroll

2016 2015 2014

$ 96,308,679 $ 90955831 $ 87,512,515
290,843,506 272,953,777 265,430,896
85,538,873 - 37,853,852
17,875,272 50,655,233 (31,415,241)
(182,863,698)  (171,466,218)  (162,556,107)

307,702,632 243,098,623 196,825,915
3,946,439,845 3,703,341,222 3,506,515,307

$4,254,142,477  $3,946,439,845 $3,703,341,222

$ 191,094,488 S 180,704,280 $ 202,877,362

56,068,706 48,011,698 46,593,698

29,299,764 111,630,036 482,663,965
(182,863,698) (171,466,218) (162,556,107)

(6,687,091) (6,097,422) (5,710,296)

86,912,169 162,782,374 563,868,622
3,454,476,328 3,291,693,954 2,727,825,332

$3,541,388,497 $3,454,476,328 $3,291,693,954

S 712,753,980 $ 491,963,517 $ 411,647,268

83.25% 87.53% 88.88%
S 472,384,955 S 439,017,764 S 416,273,731
150.88% 112.06% 98.89%

Note: Change of assumptions. In 2014, amounts reported as changes of assumptions resulted primarily from
downward adjustments to the assumed investment return, price inflation, and general wage increase; and several
changes in demographic assumptions including a slight reduction in retirement rate, a slight update to the
probability of eligible survivors, and an adjustment of the expected age difference between member and survivor
for female numbers. In 2016, amounts reported as changes of assumptions resulted mainly from downward
adjustments to the assumed investment return, price inflation, and general wage increase with intent to
strengthen the financial position and the stability of the Retirement Fund by mitigating any impacts if future

returns were lower than current expectations.
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SCHEDULE OF EMPLOYER CONTRIBUTIONS

Last Ten Fiscal Years

This schedule provides information about the statutory and actual contributions of all

participating employers.

As a % of Covered Payroll

Fiscal Year Actuarially Actual Contribution Actuarially Actual
Ended Determined Employer Deficiency Covered Determined Employer
June 30 Contribution Contribution (Excess) Payroll ! Contribution Contribution
2010 S 106,265,329 S 106,265,329 - $ 434,295,179 24.47% 24.47%
2011 150,474,872 150,474,872 - 427,041,368 35.24% 35.24%
2012 139,406,807 150,949,791  (11,542,984) 418,915,989 33.28% 36.03%
2013 131,293,846 144,308,171  (13,014,325) 404,360,891 32.47% 35.69%
2014 152,877,362 202,877,362  (50,000,000) 416,273,731 36.73% 48.74%
2015 169,814,170 180,704,280  (10,890,110) 439,017,764 38.68% 41.16%
2016 170,046,059 191,094,488  (21,048,429) 472,384,955 36.00% 40.45%
2017 164,877,135 198,727,135  (33,850,000) 510,132,014 32.32% 38.96%
2018 179,626,584 207,256,713 (27,630,129) 535,937,622 33.52% 38.67%
2019 194,830,054 245,498,411  (50,668,357) 554,734,196 35.12% 44.26%

1 In accordance with GASB Statement No. 82, covered payroll is the payroll on which contributions are based.

3,4

3,4

2 Employers contributed at a higherrate than the Actuarially Determined Contribution rate in order to maintain

more stable contributions.

3 In 2014, the County of San Mateo (the County) Board of Supervisors implemented a policy to eliminate the
County's unfunded actuarial accrued liabilities (UAAL) by 2023. Contributions in excess of the Actuarially
Determined Contributions are related to that policy unless noted otherwise.

4 Infiscal years 2015-16 and 2016-17, the San Mateo County Mosquito & Vector Control District contributed $1.5
million and $0.25 million more than actuarially determined contributions, respectively.

5 In 2019, the Countyincreased its supplemental contributions to accelerate the payoff of its UAAL.
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SCHEDULE OF INVESTMENT RETURNS

For the Fiscal Years Ended June 30

The time-weighted rate of return measures a fund’s compounded rate of growth over a
specific time period, whereas the money-weighted rate of return measures investment
performance, net of investment manager expenses, adjusted for the changing amounts
actually invested. This schedule will ultimately show information for the past ten fiscal
years. Additional years will be displayed as they become available prospectively.

2019 2018° 2017 2016 2015 2014

Annual time-weighted rate of return,

tof i ; ; 1 540% 6.70% 12.58% 0.74% 3.53% 17.29%
net of investment manager expenses

Annual money-weighted rate of return,
] 15 5.26% 6.53% 12.48% 0.49% 3.37% 17.22%
net of investment manager expenses ™

1 The rates of return were independently determined by SamCERA's investment consultant, Verus
Advisory, Inc.

2 Rates of return for prior years may be subject to minor revisions as needed.

3 Dueto underperformancein public equities (primarily international equities) and alternatives (with
primary impact from absolute return and secondary impact from private equity), the overall
investment return slipped from 12.58% for 2017 to 6.70% for 2018.

NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

Actuarial Valuation Methods and Assumptions

The employer statutory contribution rates for the fiscal year ended June 30, 2019, are
determined by the actuarial valuation as of June 30, 2017. Details of actuarial methods and
assumptions selected for the 2017 valuation are summarized on the next page.

Changes in Assumptions
In June 2014, the Board of Retirement (the Board) approved its actuary’s recommendations

changing certain key economic assumptions for the 2014 valuation. These changes include
lowering the assumed investment return from 7.50% to 7.25%, the price inflation from 3.25%
to 3.00%, and the general wage increase from 3.75% to 3.50%. A month later in July 2014, the
Board also approved several changes in demographic assumptions based on the 2014
Triennial Experience Study. The key changes include a slight reduction in retirement rate, a
slight update to the probability of eligible survivors, and an adjustment of the expected age
difference between member and survivor for female numbers. These changes increased the
expected contribution rates and decreased the funded ratio of the Retirement Fund.

Financial Section
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In June 2016, the Board reduced the assumed investment return from 7.25% to 7.00%, the
price inflation from 3.00% to 2.75%, and the general wage increase from 3.50% to 3.25% for
the 2016 valuation. These changes were specifically tailored to strengthen the financial
position and the stability of the Retirement Fund by mitigating any impacts if future returns
were lower than current expectations.

In July 2017, the Board adopted several recommendations from the 2017 Triennial
Experience Study, which included lowering the assumed investment return, modifying the
mortality assumption, and adding a projection scale to reflect gradual year-to-year increase
in mortality that is expected to occur in the future. The assumed investment return was
changed from 7.00% to 6.75%, the price inflation from 2.75% to 2.50%, and the general
wage increase from 3.25% to 3.00% for the 2017 valuation. The new mortality assumption
resulted in an increase in assumed life expectancy compared to the prior assumption.

In July 2019, the Board adjusted the assumed investment return from 6.75% to 6.50%, the
price inflation from 2.75% to 2.50%, and the general wage increase from 3.25% to 3.00% for
the 2019 valuation. These changes will increase the contribution rates effective July 1, 2020,
and decreased the funded ratio of the Retirement Fund by 1.70% to 85.80% as of June 30,
20109.

ACTUARIAL VALUATION AS OF JUNE 30, 2017 (FOR FUNDING PURPOSES)

VALUATION DATE June 30, 2017

ACTUARIAL COST METHOD Entry Age Normal

AMORTIZATION METHOD Level Percent of Payroll

AMORTIZATION PERIOD UAAL as of June 30, 2008, is amortized over a closed 15-year period

ending June 30, 2023. Subsequent changes in the UAAL are amortized
over separate closed 15-year layers which are determined annually.

ASSET VALUATION METHOD 5-year smoothed recognition of asset gains and losses (determined
as the difference of the actual fair value to the expected fair value),
which cannot vary more than 20% from the fair value.

ACTUARIAL ASSUMPTIONS
Investment rate of return 6.75%, net of pension plan investment and administrative expenses
Inflation rate (CPI) 2.50%
General wage increase 3.00%

DEMOGRAPHIC ASSUMPTIONS
Salary increases due to service See June 30, 2017 actuarial valuation report for details.

Retirement See June 30, 2017 actuarial valuation report for details.
Disablement See June 30, 2017 actuarial valuation report for details.
Mortatlity See June 30, 2017 actuarial valuation report for details.
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SUPPLEMENTARY INFORMATION

SCHEDULE OF ADMINISTRATIVE EXPENSES

For the Fiscal Year Ended June 30, 2019

The schedule below depicts the administrative expenses incurred by San Mateo County
Employees’ Retirement Association (SamCERA) in the normal course of business.

Salaries & Benefits

Salaries S 3,087,464
Benefits 1,619,211
Total Salaries & Benefits 4,706,675

Services & Supplies

Board Expenses 4,800
Insurance 62,075
Medical Evaluation 21,215
Member Education 55,927
Education & Conference 124,529
Transportation & Lodging 91,851
Property & Equipment 15,865
General Office Supplies 30,210
Postage, Printing & Copying 18,801
Leased Facilities 535,120
County Services 297,556
Audit Services 54,914
Other Administration 37,175
Total Services & Supplies 1,350,038
Total Administrative Expenses $ 6,056,713

SCHEDULE OF INFORMATION TECHNOLOGY EXPENSES

For the Fiscal Year Ended June 30, 2019

The schedule below depicts the information technology expenses incurred by SamCERA in the
normal course of business.

Property and Equipment S 15,315
Information Technology Infrastructure 1,645,708
County ISD Support 5,060
Research & Development 4,824
Depreciation Expense 824,357
Total Information Technology Expenses $ 2,495,264
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SCHEDULE OF INVESTMENT EXPENSES

For the Fiscal Year Ended June 30, 2019

The schedule below summarizes the investment expenses incurred by SamCERA during the
reporting period.

Investment Management Fees (by Asset Class)

Public Equity S 3,812,278
Fixed Income 4,593,057
Alternatives 5,489,954
Risk Parity 1,310,294
Inflation Hedge 5,805,281
Cash 175,612
Total Investment Management Fees 21,186,476

Other Investment Expenses
Investment Consultant 483,797
Actuarial Consulting 94,500
Master Custodian 330,000
Other Professional Services 46,500
Total Other Investment Expenses 954,797
Other Investment Related Expense 16,952,467
Interest Paid on Prepaid Contribution 3,282,817
Total Investment Expenses $ 42,376,557

SCHEDULE OF PAYMENTS TO CONSULTANTS (OTHER THAN INVESTMENT ADVISORS)

For the Fiscal Year Ended June 30, 2019

The schedule of payments to consultants provides information on fees paid to outside
professionals other than investment advisors. Fees paid to investment professionals can be
found in the Investment Section of this report.

Custodian Services

Northern Trust Corporation S 330,000
Actuarial Consulting Services
Milliman, Inc. 94,500
Audit Services
Brown Armstrong Accountancy Corporation 54,914
Other Professional Services 46,500
Total Payments to Consultants S 525,914

(1) Audit fees were included in administrative expenses whereas remaining
items were reported under investment expenses.
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NOTES TO THE SUPPLEMENTARY INFORMATION

Administrative Services Budget

The passage of Assembly Bill 609 in October 2010 changed the County Employees’ Retirement
Law of 1937’s (the CERL) system administration expense limit from 23 basis points of total
assets to 21 basis points of Accrued Actuarial Liabilities.

Information Technology Budget

Pursuant to the CERL, expenses for computer software, computer hardware, and computer
technology consulting services in support of these computer products shall not be considered
a cost of administration of the retirement system. Thus, SSmCERA’s information technology
expenses have been separately accounted for since fiscal year 2011-12.

Professional Services Budget
SamCERA’s professional services budget is funded by investment earnings or SamCERA’s
assets as prescribed by Government Code §31596.1 below.

Government Code §31596.1 states the following:

“The expenses of investing its moneys shall be borne solely by the system. The following types
of expenses shall not be considered a cost of administration of the retirement system, but
shall be considered a reduction in earnings from those investments or a charge against the
assets of the retirement system as determined by the board:

(a) The costs, as approved by the board, of actuarial valuations and services rendered
pursuant to §31453.

(b) The compensation of any bank or trust company performing custodial services.

(c) When an investment is made in deeds of trust and mortgages, the fees stipulated in any
agreement entered into with a bank or mortgage service company to service such deeds of
trust and mortgages.

(d) Any fees stipulated in an agreement entered into with investment counsel for consulting
or management services in connection with the administration of the board’s investment
program, including the system’s participation in any form of investment pools managed by
a third party or parties.

(e) The compensation to an attorney for services rendered pursuant to §31607 or legal
representation rendered pursuant to §31529.1.”
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SCHEDULE OF COST SHARING EMPLOYER ALLOCATIONS (GASB STATEMENT NO. 68)

Fiscal Year Ended June 30, 2019

Actual Actuarially Employer Net
Employer Determined Allocation Pension
Employer Contributions  Contributions  Percentage Liability
County of San Mateo $238,354,563 $187,686,206 96.33% S 593,495,172
San Mateo County Superior Court 6,677,457 6,677,457 3.43% 21,132,445
San Mateo County Mosquito &
Vector Control District 466,391 466,391 0.24% 1,478,655
Total $245,498,411 $194,830,054 100.00% $ 616,106,272

Note: Employerallocation percentage (or proportionate share) is based on Actuarially Determined Contributions.

NOTES TO THE OTHER INFORMATION

Basis of Presentation and Basis of Accounting

Employers participating in SamCERA are required to report pension information in their
financial statements for fiscal periods beginning on or after June 15, 2014, in accordance with
Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting and
Financial Reporting for Pensions — an Amendment of GASB Statement No. 27.

SamCERA's actuary prepared the following documents: (1) the Schedule of Employer Pension
Amounts Allocated by Cost Sharing Plan, (2) the Schedule of Cost Sharing Employer
Allocations, (3) the GASB Statement No. 67 Actuarial Valuation as of June 30, 2019, and (4) the
GASB Statement No. 68 Actuarial Valuation based on a June 30, 2019 Measurement Date for
Employer Reporting as of June 30, 2020; in accordance with generally accepted accounting
principles (GAAP) in the United States of America as applicable to governmental organizations
based on information provided by SamCERA. These documents provide the required
information for financial reporting related to SamCERA that employers may use in their
financial statements.

Use of Estimates in the Preparation of the Documents

The preparation of the above documents, in conformity with GAAP, requires management to
make estimates and assumptions that affect certain amounts and disclosures. However, actual
results could differ from those estimates.

Amortization of Deferred Outflows and Deferred Inflows of Resources

The difference between projected and actual investment earnings on pension plan
investments is amortized over five years on a straight-line basis. One-fifth was recognized in
pension expense during the measurement period. The remaining difference between
projected and actual investment earnings on pension plan investments at June 30, 2019 is to
be amortized over the remaining periods.
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Changes of assumptions or other inputs and differences between expected and actual
experience are recognized over the average of the expected remaining service lives of all
employees, both active and deferred, that are provided with pensions through SamCERA as of
June 30, 2018 (the beginning of the measurement period ended June 30, 2019).

Prior period changes of assumptions and differences between expected and actual experience
are continued to be recognized based on the expected remaining service lives of all employees
calculated as of those prior measurement dates.

The net effect of the change in the employer's proportionate share of the collective net
pension liability and collective deferred outflows of resources and deferred inflows of
resources is recognized over the average expected remaining service lives of all employees
that are provided with pensions through the pension plan determined as of the beginning of
the measurement period.

The difference between the actual employer contributions and the proportionate share of the
employer contributions during the measurement period ended on June 30, 2019, is recognized
over the average expected remaining service lives of all employees that are provided with
pensions through the pension plan determined as of the beginning of the measurement
period.

The Schedule of Pension Amounts by Employer does not reflect contributions made to
SamCERA subsequent to the measurement date as defined in GASB Statement No. 68
Paragraphs 54, 55, and 57. Appropriate treatment of such amounts is the responsibility of the
employers.
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Michael Coultrip
SamCERA
Chief Investment Officer

Board of Retirement
San Mateo County Employees' Retirement Association

Dear Trustees:

On behalf of SamCERA’s investment team, | am pleased to report on the pension fund’s
investments and portfolio performance for the period ended June 30, 2019. This data was
compiled by SamCERA’s investment staff, its investment consultant, Verus Advisory, Inc.
(Verus) and its custodian bank, Northern Trust Corporation. All return figures are presented
net of investment manager fees, are time-weighted, and are calculated by SamCERA’s
investment consultant, Verus.

Portfolio Performance

SamCERA’s portfolio market value increased to $4.72 billion as of June 30, 2019, as the net
combination of portfolio appreciation and contributions, less total deductions (i.e., benefits
paid, administrative expense, etc.), added approximately $349 million to the fund.

SamCERA’s portfolio returned 5.4% net of investment management fees for the fiscal year
ended June 30, 2019, underperforming SamCERA’s policy benchmark return by 1.3%. This
fiscal-year performance resulted in near median performance relative to SamCERA’s peers, as
defined by large (greater than S1 billion in assets) public plans. Table One below shows net
performance characteristics for the total fund over 1, 3, 5, and 10- year trailing periods ending
June 30, 2019. Despite plan underperformance in the past two fiscal years, longer-term results
show above median returns over longer timeframes (namely the 5 and 10-year periods).
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Return/Risk Measure

As described in the Investment Objectives section of SamCERA’s Investment Policy Statement,
SamCERA focuses on “risk-adjusted” returns to compare how much return was generated
given the risk (measured by standard deviation of returns) taken to achieve that return. This
is typically measured as the Sharpe Ratio. The higher the ratio, the better, as it measures the
return provided per unit of risk taken. For example, if a fund has a lower return than the
benchmark but also a much lower risk level (as measured by standard deviation of returns), it
may result in a higher risk-adjusted outcome. Conversely, if a fund has a higher return but
also takes higher than commensurate risk than the benchmark, then its risk-adjusted return
may be lower than that of the benchmark. Underperformance in the past two fiscal years has
resulted in a lower risk-adjusted return relative to the benchmark over the trailing one and
three-year periods. Over longer-term periods, SamCERA had a similar risk-adjusted return
relative to the benchmark.

Table One: SamCERA Total Fund Net Performance Characteristics Ended June 30, 2019

1Year 3Years 5Years 10Years

SamCERA Return 5.4% 8.2% 5.7% 9.3%
Benchmark Return 6.7% 9.0% 6.1% 9.7%
Excess Return (1.30)% (0.80)% (0.40)% (0.40)%
Peer Rank Return (Percentile) 52nd 79th 48th 40th
SamCERA Risk (Standard Deviation) 8.8 5.9 6.5 8.1
Benchmark Risk (Standard Deviation) 8.7 6.0 6.8 8.5
SamCERA Sharpe Ratio 0.4 1.1 0.8 1.1
Benchmark Sharpe Ratio 0.5 1.3 0.8 1.1

Table Two below shows the current allocation and the primary composite relative returns for
the year ending June 30, 2019.

All five of SamCERA’s asset class composites provided positive returns for the year. Risk Parity
was the best performing composite and returned 10.8%, while Inflation Hedge returned 2.5%
and was the lowest returning asset class composite. Fixed Income returned 6.7%, while Public
Equity and Alternatives returned 4.8% and 4.6%, respectively.

Alternatives, while providing positive absolute returns, was the overwhelming main detractor
in terms of relative performance versus the benchmark (primarily from hedge funds/absolute
return). Fixed Income and Inflation Hedge also detracted, while Risk Parity outperformed
during the year.
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Table Two: SamCERA Composite Net Performance for Trailing Year Ended June 30, 2019

Composite  Benchmark  Excess

Composite Allocation (%)* Return Return Return
Public Equity 41.4 4.8% 5.0% -0.2%
Fixed Income 21.0 6.7% 8.5% -1.8%
Alternatives 11.4 4.6% 9.5% -4.9%
Risk Parity 17.4 2.5% 4.3% -1.8%
Inflation Hedge 8.3 10.8% 7.3% 3.5%

* Cash balance was 0.5% as of June 30, 2019.

Market Review

It was a topsy-turvy fiscal year with an equity market correction sandwiched between
generally modest positive performance for most risk assets. Early in the fiscal year, risk assets
performed well as economic activity hummed along (especially in the U.S.) and the U.S.
Federal Reserve (the Fed) continued raising short-term interest rates. During the 4" quarter
of 2018, risk assets sold off globally as concerns of the Fed raising rates too quickly, along with
geopolitical and general global growth concerns, sent investors fleeing for defensive assets.
During the two subsequent quarters, lower global growth prospects coupled with low inflation
readings led the Fed to pause its interest rate increases and signal future rate cuts.

U.S. equities, like the prior fiscal year, again provided relatively strong returns, as U.S. growth
prospects have generally been favorable, especially compared to the rest of the developed
world. U.S. economic growth has been generally steady, assisted in part by the remaining
effects of the fiscal stimulus provided by the passage of the Tax Cuts and Jobs Act last year.
The strong equity performance came despite several events through the year, including
elevated geopolitical risks, concerns over potential trade war implications, and recent
heightened concerns about the strength of the global economy.

The broad U.S. equity market, as measured by the Russell 3000 Index, a broad basket of U.S.
stocks, returned 9.0% during the year. Large-capitalization stocks in the U.S. (as measured by
the Russell 1000 Index) were higher by 10.0%, while smaller-capitalization stocks (as measured
by the Russell 2000 Index) were negative, returning -3.3% for the year. In terms of sector
performance, financials (up 7.6%) provided the highest return, followed by consumer
discretionary and technology. Energy (down -3.8%) performed the worst and was the only
sector that had negative performance over the fiscal year.

The broad international equity market also had positive results during the fiscal year, but less
than the returns generated in the U.S. equity markets. The developed international market, as
measured by the MSCI EAFE (Morgan Stanley Capital Investment Europe, Australasia, and Far
East Index), was up 1.1%, while emerging market equity, as measured by the MSCI Emerging
Markets Index, returned 1.6%.
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The U.S. Federal Reserve raised short-term interest rates two times early in the fiscal year, as
the U.S. economy continued its generally steady growth. Due to sluggish global economic
conditions (along with low inflation readings), the Fed paused its interest rate hike cycle during
the second half of the fiscal year and communicated rate cuts in the future (the U.S. Federal
Reserve did in fact lower rates by 25 basis points in July). The target Fed Funds Rate range is
now (after the July rate cut) between 2.00 to 2.25%, up from 1.75 to 2.00% at the beginning of
the fiscal year.

Longer-term interest rates decreased during the year. The 10-year U.S. Treasury yield
decreased 0.86% during the fiscal year, ending at 2.00%, down from the 2.86% rate at the
beginning of the year. These interest rate movements have resulted in a flatter yield curve
(which occurs when the yield spread between the Treasury’s two- and 10-year notes narrows),
as well as a yield curve inversion, which occurs when longer-term interest rates are expected
to be lower than shorter-term interest rates. This type of yield curve environment historically
may be a prelude to a weaker economy and has generally preceded future recessions.

Performance across fixed income sectors was generally positive due to the lower interest rates
during the year. The broad U.S. bond market (as measured by the Bloomberg Barclays
Aggregate Index) returned 7.9% on the year, while long-duration Treasuries returned 12.3%.
High yield bonds returned 7.5% as wider high yield spreads (higher by 20 basis points) offset
some of the positive impact of lower interest rates.

Portfolio Changes

During the second half of 2018, SamCERA implemented the target policy portfolio changes
that the Board approved during its annual asset allocation review. SamCERA funded two new
low-volatility equity mandates and implemented a currency hedge program. The currency
hedge program will be legged into by increasing the hedge ratio at 10% increments on a
quarterly basis until a 50% target ratio is reached, which is expected by the end of the third
quarter of 2019. In addition, SamCERA funded a new public real asset mandate and made a
commitment to a private credit mandate.

SamCERA held its annual retreat in April, during which much discussion was focused on plan
maturity and how SamCERA is becoming a more mature plan (with larger numbers of inactive
participants versus active participants and the expectation of the plan becoming cash flow
negative within the next five years). SamCERA will take this into account as potential changes
to its investment profile are addressed starting with the upcoming asset liability study, which
is expected to be completed by the fourth quarter of 2019.

For the year, SamCERA made commitments to three new private equity partnerships, totaling
S50 million. This brings the total commitments for the private equity program to $457.9
million across venture capital, buyouts, and special situations.
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SamCERA made commitments worth $55 million to two new partnerships in its private real
asset program, bringing total commitments to $204.8 million.

Subsequent to the end of the fiscal year, SamCERA committed $30 million to a new
partnership in its real estate category.

Conclusion

With the backdrop of potentially more divergent growth prospects (and the resulting
divergent policy responses) across the globe, SamCERA continues to be mindful of higher
potential return volatility caused by a potential policy misstep. Moreover, given that we are
most likely in the late stages of the economic cycle, and with record high equity prices in the
U.S., we believe that it is extremely important in this environment to understand the risks one
is taking in generating the return stream they are receiving from their portfolio. With that
thought in mind, SamCERA continues to actively rebalance the portfolio to its long-term policy
asset allocation weights to keep a balanced risk posture without relying too much on any
single asset, strategy, or return stream.

Respectfully Submitted,

Michael Coultrip

Chief Investment Officer
September 13, 2019
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INVESTMENT CONSULTANT’S REPORT ON INVESTMENT ACTIVITIES

92 | SAN MATEO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION



Investment Consultant’s Report on Investment Activities Investment Section

2019 COMPREHENSIVE ANNUAL FINANCIAL REPORT | 93



Investment Consultant’s Report on Investment Activities

94 | SAN MATEO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION



Investment Consultant’s Report on Investment Activities

Introductory Section
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INVESTMENT PHILOSOPHY, OBJECTIVES, POLICY, AND ALLOCATION

San Mateo County Employees’ Retirement Association’s (SamCERA) Investment Policy sets
forth the Board of Retirement’s (the Board) investment philosophy, from which the following
extracts have been drawn. The full policy may be viewed on SamCERA’s website at
Www.samcera.org.

Investment Beliefs

The following summarizes the Board’s investment beliefs that have guided it in the
development of the Investment Policy and will guide the Board in the oversight of the plan
assets.

o Strategic asset allocation is the primary driver of portfolio risk and return.

e SamCERA should have a long-term horizon and not be tempted to deviate from its long-
term plan in response to short-term volatility.

e Everything else being equal, simplicity is preferred over complexity.

e For those asset classes evidencing market efficiencies, the manager structure may favor
the employment of passive strategies.

« Diversification is fundamental.

e There is no single definition of risk. There are various measures of ‘risk’ that can be used
for various purposes.

e The portfolio should be diversified across many risk dimensions or timeframes.

e SamCERA should not pursue investments that will not adequately compensate it for the
risks that those investments bring.

e Costs matter.

Investment Objectives
The Board shall develop an investment program, consistent with the Investment Beliefs and
General Investment Policies in order to meet the following objectives:

A. Generate risk-adjusted returns that exceed the Asset Allocation Policy Benchmark (as
defined in Section 6.0 of the Investment Policy) on a net-of-fee basis over five-year rolling
periods.

B. Achieve a fund return that meets or exceeds the long-term forecast of capital market
returns for the asset allocation portfolio benchmark over multiple economic cycles (e.g.,
15-20 years).
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C.

Provide a more consistent return stream than a traditional 60% Equity/40% Fixed Income
portfolio as measured by lower portfolio drawdowns over a full market cycle.

Investment Policy

The Investment Policy of the Board pursues an investment strategy which reduces risk
through the prudent diversification of the portfolio across a broad selection of distinct asset
classes. Consistent with the Investment Beliefs, the Board’s investment policy is to:

A.

Achieve long-term risk-adjusted returns consistent with its fiduciary duty.

Pursue an investment strategy that reduces the volatility of returns through prudent
diversification of the investment portfolio across a broad selection of distinct asset
classes, as provided for in Section 6.0 of the Investment Policy.

Further diversify other risks, including extreme events, liquidity, and leverage by looking
beyond traditional asset class definitions by utilizing multiple lenses on portfolio risks.

Adopt an asset allocation target to guide the structure of the investment portfolio, as
provided for in Section 6.0 of the Investment Policy, and reevaluate on an annual basis.

Reevaluate the asset-liability study every three to five years.

Delegate full discretion, including whether to include environmental, social, and
governance factors, if such factors have a direct relationship to the economic and
financial value of an investment, when analyzing the financial merits of competing
investment choices on behalf of SamCERA, to each investment manager to the extent
authorized in their Investment Management Agreement.

Adopt objectives that encourage investment managers to maximize their performance,
within acceptable risk parameters, relative to their individual investment style
benchmark.

Refrain from drastically shifting asset class allocations over short time spans, unless it is in
the fund’s best interest to do so.

Rebalance the portfolio in accordance to the Rebalancing Policy set forth in Section 7.0 of
the Investment Policy.

Investment Section
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INVESTMENT SUMMARY

The investment summary reports the fair value and the percentage of the portfolio’s total fair
value for each major type of investment.

INVESTMENT SUMMARY

June 30, 2019
Assets Under

ASSET CLASS Management Percentage
Public Equity S 1,847,846,613 40.0%
Fixed Income 999,477,347 21.6%
Alternatives 579,774,460 12.5%
Risk Parity 389,039,081 8.4%
Inflation Hedge 809,138,278 17.5%

Total Net Portfolio Value $ 4,625,275,779 100.0%

RECONCILIATION TO STATEMENT OF FIDUCIARY NET POSITION

Total Net Portfolio Value S 4,625,275,779
Cash Equivalents 81,517,010
Receivables 23,340,848
Prepaid Expense 11,669
Capital Assets, Net of Depreciation 5,979,197
Payables (13,014,568)

Fiduciary Net Position as of June 30, 2019 S 4,723,109,935
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ASSET ALLOCATION

ASSETS ALLOCATION AS A PERCENTAGE OF FAIR VALUE

June 30, 2019

Target Interim

Asset Class Policy Policy Actual
Public Equity 37% 41% 41.4%
Fixed Income 23% 21% 21.0%
Alternatives 12% 12% 11.4%
Risk Parity 8% 8% 8.3%
Inflation Hedge 20% 18% 17.4%
Cash Equivalents 0% 0% 0.5%

Total 100% 100% 100.0%

During the fiscal year, SamCERA continued to
make progress towards the asset allocation policy
that was last approved by the Board in the prior
fiscal year’s asset allocation review. SamCERA
funded two new low-volatility equity mandates
and one public real assets mandate, and also
made commitment to one new partnership within
its fixed income category. Implementation of the
last phase of the currency hedge program for
developed international equity is anticipated to be
completed by September 30, 2019.

As of June 30, 2019, the target asset allocation
incorporated into SamCERA’s Investment Policy
and detailed in the Investment Section only
reflects an “interim” policy allocation, the portion
of the newly adopted allocation that has already
been implemented. Due to the multi-phased
process, SamCERA’s Investment Policy does not
capture the new target policy so that the actual
allocation does not significantly deviate from

policy.

Note: The actual asset allocation figures presented in this section reflect the market value and economic exposure of
the plan as of fiscal year-end, and include the allocation effects of the cash overlay and currency hedge
programs. There may be differences between these figures and the fair values presented in the Statement of Net
Fiduciary Position due to timing and the allocation effects of the cash overlay and currency hedge programs.

2019 COMPREHENSIVE ANNUAL FINANCIAL REPORT | 99



Asset Allocation (Interim Policy vs. Actual)

Asset Allocation (Interim Policy)
June 30, 2019

Inflation Hedge
18%

Public Equity
RiskParity 41%

8%

Alternatives
12%

Fixed Income
21%

Actual Asset Allocation
June 30, 2019

Cash Equivalents
0.5%

Inflation Hedge

17.4% \

Public Equity
Risk Parity. 41.4%

8.3%

Alternatives
11.4%

Fixed Income
21.0%
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PERCENT OF DEVIATION FROM ASSET ALLOCATION

June 30, 2019
1.0%

0.4%

0.5%

0.0%

-0.5%

-1.0%

W Public Equity ® Fixed Income M Alternatives ® Risk Parity

BENCHMARKS

0.5%
0.3%

0.0%

-0.6% -0.6%

Inflation Hedge ™ Cash

June 30, 2019

Asset Class

PUBLIC EQUITY
Domestic Equity
International Equity

FIXED INCOME
Domestic Fixed Income
Opportunistic Credit

ALTERNATIVES

Private Equity

Hedge Funds/Absolute Return
RISK PARITY

INFLATION HEDGE
Real Estate

Private Real Asset

Public Real Asset

TIPS

CASH EQUIVALENTS

Policy Benchmark

53.7% Russell 3000

32.4% Morgan Stanley Capital International ex-United States Investable Market
Indexes (MSCI ex-US IMI)

13.9% Morgan Stanley Capital International ex-United States Investable Market
Indexes (MSCl ex-US IMI) 100% Hedged

66.7% Bloomberg Barclays Aggregate (BBgBarc)
33.3% BBgBarc Intermediate High Yield (HY)

50% Russell 3000 + 3% (1-quarter lag)
50% London Interbank Offered Rate (LIBOR) + 4%

60% Morgan Stanley Capital International World
40% BBgBarc Global Aggregate

44.44% National Council of Real Estate Investment Fiduciaries Open-End Diversified
Core Equity (NCREIF ODCE)

11.11% Blend: 50% Standard & Poor (S&P) Global Large-MidCap Commodity and
Resource +50% S&P Global Infrastructure +2% (1-quarter lag)

11.12% Bloomberg Roll Select Commodity

11.11% Standard & Poor (S&P) Global Large-MidCap Commodity and Resource
11.11% S&P Global Infrastructure

11.11% Barclays Treasury Inflation Protected Securities (TIPS)

91-day Treasury-Bills
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SCHEDULE OF PORTFOLIO RETURNS

Performance as of June 30, 2019, Net of Fees

Total Time-Weighted Rate of Return )

Asset Class One Year Three Years Five Years
PUBLIC EQUITY 4.8% 11.3% 6.8%
Public Equity Benchmark 5.0% 12.0% 6.9%
Domestic Equity 7.5% 13.5% 9.5%
Domestic Equity Benchmark 9.0% 14.1% 10.0%
International Equity 1.7% 8.6% 2.7%
International Equity Benchmark 0.4% 9.4% 2.6%
FIXED INCOME 6.7% 4.9% 3.6%
Fixed Income Benchmark 8.5% 3.5% 3.3%
Core Fixed Income 6.9% 3.2% 3.2%
Core Fixed Income Benchmark 7.9% 2.3% 2.9%
Opportunistic Credit 6.3% 8.3% 5.4%
Opportunistic Credit Benchmark 9.6% 6.3% 4.8%
ALTERNATIVES 4.6% 7.9% 6.1%
Alternatives Benchmark 9.5% 11.2% 6.7%
Private Equity 14.6% 17.4% 16.1%
Private Equity Benchmark 11.8% 15.5% 12.3%
Hedge Funds/Absolute Return -5.9% -1.8% 2.2%
Hedge Funds/Absolute Return Benchmark 6.4% 5.6% 5.1%
RISK PARITY 10.8% 7.1% 5.1%
Risk Parity Benchmark 7.3% 8.6% 7.0%
INFLATION HEDGE ! 2.5% 5.0%
Inflation Hedge Benchmark 4.8% 5.4%
Real Estate ! 7.0% 7.7% 10.0%
Real Estate Benchmark 6.4% 7.6% 9.8%
Private Real Asset ©® -6.0% -3.1% *
Private Real Asset Benchmark 7.6% 4.8% 5.0%
Public Real Assets -0.9% * *
Public Real Assets Benchmark 1.1% 6.0% 5.7%
TIPS 43% 2.6% 1.6%
TIPS Benchmark 4.8% 2.1% 1.8%
CASH EQUIVALENTS 1.3% 1.0% 1.0%
Cash Equivalents Benchmark 2.3% 1.4% 0.9%
TOTAL 5.4% 8.2% 5.7%
Policy Benchmark 6.7% 9.0% 6.1%

1) The creation of a dedicated Inflation Hedge asset class was effective April 1, 2016.

(2)  Prior to April 1,2016, Real Estate assets were allocated to SamCERA's allocation to a dedicated Real
Estate asset class.

(3)  Prior to April 1,2016, Private Real Assets were allocated as part of SamCERA's allocation to Alternatives.

) The dedicated Public Real Assets were funded October 2016.

(5 Prior to April 1,2016, TIPS assets were allocated as part of SamCERA's allocation to Fixed Income.

(6)  Return calculations were prepared using a time-weighted rate of return, net of fees, in accordance with
the Global Investment Performance Standards.

* Return information is not available.
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SCHEDULE OF Top TEN EquiTies !
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June 30, 2019

Shares Company Name
183,223 Microsoft Corp
104,804 AppleInc
9,416 Amazon
578,671 UTD O/S Bank NPV
307,585 AT&T Inc
77,403 Johnson & Johnson
134,803 Exxon Mobile Corp
78,204 Chevron Corp
164,368 Verizon Communications
54,409 Facebook Inc
Total Top 10 Equities

Fair Value
19,129,514
15,873,579
13,645,102
11,039,136

8,999,687

8,802,652

8,596,313

8,463,903

8,126,751

8,035,901

$ 110,712,538

() Securities owned in active commingled vehicles are not included in this schedule.

SCHEDULE OF TOP TEN FIXED INCOME SECURITIES

(1)

June 30, 2019

Security
UNITED STATES TREAS NTS
UNITED STATES TREAS NTS
UNITED STATES TREAS
UNITED STATES TREAS NTS
UNITED STATES TREAS BD
UNITED STATES TREAS NTS
FNMA CAP DEB ZERO CPN
UNITED STATES TREAS NTS
UNITED STATES TREAS NTS
UNITED STATES TREAS NTS
Total Top 10 Fixed Income

Coupon

1.750
2.375
2.250
2.250
2.375
2.250
0.000
2.250
2.125
3.500

Maturity
4/30/2022
8/15/2024
2/15/2027

11/15/2025
5/15/2027
12/31/2023
10/9/2019
3/31/2021
8/15/2021
5/15/2020

Fair Value

$ 7,001,167

6,948,518
6,063,800
5,382,861
4,780,734
4,704,427
4,491,599
4,399,436
4,165,030
4,051,593

$51,989,165

() Securities owned in active commingled vehicles are not included in this schedule. A complete list of portfolio
holdings in SamCERA separately held accounts is available upon request.
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LIST OF INVESTMENT MANAGERS

June 30, 2019

GROWTH DIVERSIFYING

Domestic Equity Fixed Income

BlackRock BlackRock

DE Shaw Fidelity Institutional Asset Management

Quantitative Management Associates
Acadian Asset Management
PanAgora Asset Management

International Equity

Baillie Gifford

BlackRock

Mondrian Investment Partners
Parametric Portfolio Associates

Private Equity

ABRY Partners

Angeles Equity Partners
Bernhard Capital Partners
Catalyst Fund

Cevian Capital

Emergence Capital Partners
General Catalyst Partners
Great Hill Partners

JLL Partners

New Enterprise Associates
Oak Hill Advisors
Sycamore Partners

TCW

Third Rock Ventures
Warburg Pincus

Opportunistic Credit

Angelo Gordon

Beach Point Capital Management
Brigade Capital Management
Franklin Templeton

PIMCO

Tennenbaum Capital Partners
White Oak

Western Asset Management

Absolute Return
Aberdeen Standard Investments
AQR Capital Management

INFLATION HEDGE

Public Real Assets
State Street Global Advisors
Cushing Asset Management

Real Estate
Invesco
PGIM

Private Real Assets

Blue Road Capital

CIM Group

EnCap Investments

EQT Fund Management

EverStream Energy Capital Management
LS Power

Quantum Energy Partners

Sheridan Production Partners

Taurus Funds Management

TIPS
Brown Brothers Harriman

RISK PARITY

AQR Capital Management
PanAgora Asset Management

CASH OVERLAY AND CURRENCY HEDGE

Parametric Portfolio Associates
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SCHEDULE OF PROFESSIONAL SERVICES AND FEES

For the Fiscal Year Ended June 30, 2019

Management
Fees Fair Value
ASSETS UNDER MANAGEMENT
Public Equity S 3,812,278 $1,847,846,613
Fixed Income 4,593,057 999,477,347
Alternatives 5,489,954 579,774,460
Risk Parity 1,310,294 389,039,081
Inflation Hedge 5,805,281 809,138,278
Cash Overlay and Currency Hedge 175,612 48,011,505
Total $ 21,186,476 $4,673,287,284
OTHER INVESTMENT EXPENSES
Investment Consultant S 483,797
Actuarial Consulting 94,500
Master Custodian 330,000
Other Professional Services 46,500
Total S 954,797

Topr 10 BROKER COMMISSIONS

Commission per Share Traded, For the Fiscal Year Ended June 30, 2019

Amount of Number of Commission
Brokerage Firm Commission Shares Traded per share
Macquarie Capital (USA) S 36,752 6,189,996 $0.006
BOFA Securities, Inc 35,960 1,273,422 0.028
Morgan Stanley & Co 32,054 801,346 0.040
RBC Capital Markets, LLC 28,421 5,148,574 0.006
National Financial Markets 25,014 637,539 0.039
Goldman Sachs & Co 21,950 12,274,364 0.002
Citigroup Global Markets Inc 18,526 4,058,150 0.005
Raymond James & Associates, Inc 18,281 457,025 0.040
JP Morgan Securities LLC/JPMC 13,354 581,256 0.023
Wells Fargo Clearing Services LLC 13,270 331,757 0.040
All Other Brokerage Firms 119,822 368,771,780 0.000

Total $ 363,404 400,525,209
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Actuarial Valuation

ACTUARIAL VALUATION

Introduction

San Mateo County Employees’ Retirement Association (SamCERA) is a cost-sharing multiple-
employer, defined benefit plan providing basic service retirement, disability, and survivor
benefits to participating members. Details of the pension plan provisions are provided in the
Financial Section under the Notes to the Basic Financial Statements (Note 1). Pension benefits
are basically determined by a defined formula using final average compensation, years of
service, and age of the member.

Funding Policy

The County Employees’ Retirement Law of 1937 establishes the basic obligations for
employers and members to the pension plan. The Board of Retirement (the Board) is
responsible for establishing and maintaining the funding policy by adopting contribution rates
recommended by its actuary through the annual valuation of SamCERA’s assets and liabilities.
The contribution rates adopted by the Board are subsequently transmitted, in the form of a
recommendation, to the San Mateo County’s Board of Supervisors for adoption.

The participating employers and members are responsible for contributing to the cost of
benefits each year (commonly known as normal cost). The portion of the normal cost not
funded by member contributions is the responsibility of the employers (commonly known as
the employer normal cost).

The employers are also responsible for funding shortfalls related to accrued liability for past
service arising from changes in the economic and demographic assumptions. The employers’
contribution towards the funding shortfalls is commonly known as the Unfunded Actuarial
Accrued Liability (UAAL) contribution.

Beginning with the June 30, 2010 actuarial valuation, the San Mateo County Mosquito and
Vector Control District (the District) adopted the same “enhanced” benefit formula that
applies to Plans 1, 2, and 4 of the County of San Mateo (the County) General members and the
same member rates currently being paid by County members from those plans. Because the
District does not participate in cost sharing on the member rates, the District has a separate
normal cost rate and expected member contribution rates from the County General Group.

Valuation Objective

The purpose of the annual valuation is to determine employer and member contribution rates
(as a level percentage of payroll) that are needed to pay all expected future benefits not
funded by the current assets. Details for the ten year schedule of actuarially determined and
actual contributions can be found in the Financial Section under the Required Supplementary
Information.
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Valuation Policy

SamCERA engages an independent actuary consulting firm to perform an annual valuation of
the retirement fund as of June 30. The actuarial valuation calculates the value of future
benefits, assesses the funded status, and establishes contribution rates for participating
employers and members. The actuary applies specific actuarial methods and assumptions to
project as closely as possible present contributions to meet future benefit obligations in
accordance with prevailing Actuarial Standard of Practice. The recommended contribution
rates, after adoption, will be subject to a “one year” deferral. Thus, the new contribution rates
determined in the June 30, 2019 valuation will become effective on July 1, 2020.

In addition to the annual valuation, SamCERA’s actuary reviews the reasonableness of the
demographic and economic actuarial assumptions every three years (commonly referred to as
an Experience Study). This review compares the actual experience during the preceding three
years to the assumed experience according to the actuarial assumptions. Based on this review,
the actuary recommends changes in the assumptions or methods that will better project
benefits and liabilities.

Actuarial Cost Method

The entry age normal cost method is used by the actuary for the annual actuarial valuation.
Under this method, the actuarial present value of the projected benefits of each individual
included in the valuation is allocated as a level percentage of the individual projected
compensation between entry age and assumed retirement age. The portion of this actuarial
present value allocated to the valuation year is commonly called the normal cost (the actuarial
value of benefits accruing for the present year). The portion not provided for at the valuation
date represents the UAAL.

The entry age normal cost method is used for both funding and financial reporting purposes.
For funding purposes, this method was selected because it provides a relatively level normal
cost rate as a percentage of pay (assuming no changes in assumptions or benefits) from year
to year. For financial reporting purposes, Governmental Accounting Standards Board (GASB)
Statement No. 67 requires that this method be used.

Between the funding and financial reporting valuations, the only difference in assumptions is
the investment return assumption. The assumed investment return for funding is 6.50%, net
of both investment and administrative expenses; whereas the assumed investment return for
financial reporting is 6.67%, net of investment expenses only. For financial reporting purposes,
GASB Statements No. 67 and No. 68 require that the investment return assumption be gross of
administrative expenses.

Amortization Method

Contributions are initially applied toward the normal cost. Excess contributions are applied
toward the UAAL if the fund is not fully funded. The UAAL represents the difference between
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the actuarial accrued liability (AAL) and the actuarial value of assets (AVA). The UAAL is
amortized using the “Level Percent of Payroll” amortization method.

The UAAL as of June 30, 2008, is amortized over a closed 15-year period as a level percentage
of the projected salaries of present and future members of SamCERA over the remaining
period from the valuation date. This is commonly referred to as a closed amortization method.
Actuarial gains and losses after the June 30, 2008 valuation are amortized over new closed 15-
year periods from their respective valuation dates.

Actuarial Asset Valuation Method

The actuarial asset valuation method used is a 5-year smoothed recognition method with a
20% corridor. This method takes into account appreciation (or depreciation) in investments to
smooth asset values by averaging the excess of the actual over the expected income, on a fair
value basis, over a five year period. The smoothed asset value is subject to a 20% corridor, or
within 20% of the actual asset value.

All deferred gains and losses are combined into a single amount to be recognized over a 5-
year (10 six-month) period. Gains or losses of the current period will be used to offset any
unrecognized gains or losses from prior periods, to the extent possible, in the order of oldest
to most recent. Any remaining gain or loss for the period is recognized over a 5-year (10 six-
month) period.

Assets used to calculate the preliminary UAAL contribution rates exclude the values of the
County Supplemental Contribution Account (CSCA) and the District Supplemental Contribution
Account (DSCA). Balances in these two accounts are separately tracked and systematically
recognized to reduce the statutory contribution rates. The balance in the CSCA is amortized
using a similar closed amortization method described above to determine the offset amounts
towards the County’s UAAL rate. The balance in the DSDA is amortized over five years
effective June 30, 2018, with the offset amounts towards the District’s UAAL rate. Any future
layers are amortized over new five-year periods, and the total DSCA offset amount in a given
year is limited to the District’s UAAL rate.

Actuarial Assumptions

The annual valuation uses two sets of assumptions: economic and demographic. The
assumptions selected are used to estimate the actuarial cost of the pension plan and to
determine the present contributions necessary to meet the pension benefits in the future.

e Economic assumptions are generally evaluated and revised annually based on the latest
information available.

e Demographic assumptions utilize the information from the latest Experience Study. These
assumptions will next be reassessed in detail in year 2020 as part of the triennial
investigation of experience, which is commonly known as Experience Study.
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The actuary also uses these assumptions to estimate the future experience of SamCERA’s
members and SamCERA’s earnings in areas that may affect the projected benefit flow and
anticipated investment earnings. Any variations in future experience from these assumptions
will result in corresponding changes in the estimated costs of SamCERA’s benefits.

In July 2019, the Board accepted the actuary’s recommendation reducing the investment
return assumption to 6.50% for the June 30, 2019 valuation, compared to the 6.75% used in
the June 30, 2018 valuation. This change caused an increase of $174 million in UAAL, an
increase of 3.72% in the statutory contribution rate effective July 1, 2020. This change was
also a key driving force for a 1.7% decrease in the funded ratio from 87.5% at June 30, 2018 to
85.8% at June 30, 2019.

Key Economic Assumptions

General Wage Increase. The assumed rate of annual wage increases is 3.00%.

Investment Rate of Return. The future investment earnings of SamCERA’s assets are accrued
at an annual rate of 6.50% compounded annually (3.25% per six-month period), net of both
investment and administrative expenses.

Growth in Active Membership. The projected growth is 0.00%.

Consumer Price Index Inflation Rate. The assumed rate of inflation for the 2019 valuation is
2.50%.

Key Demographic Assumptions

Salary Increases due to Service. The projected annual increase in the salary assumption is due
to promotion and longevity, which varies depending on a member’s years of service, adjusted
for the assumed 3% annual increase in the general wage.

Retirement. The retirement rates vary by age. All General members at age 75 and all Safety
members at 65 are assumed to retire immediately. Additionally, when a member’s benefit is
equal to or greater than the 100% of compensation limit, the member is also assumed to
retire immediately.

Mortality for Active and Service Retired Members

e Mortality for active members prior to termination. Use RP-2014 Employee Mortality Table
for respective genders with MP-2014 Ultimate Projection Scale (adjustment factor is
100%).

¢ Mortality for active members after termination and service retired members. Use RP2014-
Healthy Annuitant Mortality Table for respective genders with MP-2014 Ultimate
Projection Scale (adjustment factor is 95%).
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Mortality for Disabled Members

e Use RP-2014 Healthy Annuitant and Disabled Mortality Tables for respective genders with
MP-2014 Ultimate Projection Scale (adjustment factor is 95% for Healthy and 105% for
Disability).

Mortality for Beneficiaries
e Beneficiaries are assumed to be of the opposite sex and have the same mortality as
General members (adjustment factor is 105%).

Separation from Active Status. The probabilities of termination of employment due to the
causes stated below are presented on pages 118-119. Each rate shown on these pages
represents the probability that a member will separate from service at each age due to a
particular reason. For example, a rate of 0.0300 for a member’s service retirement at age 50
assumes that 30 out of 1,000 members who are age 50 will retire at that age.

Separation from active status can be due to one of the following reasons:

e Service retirement: Member retires after meeting age and service requirements for
reasons other than disability.

e Contribution withdrawal: Member terminates and elects a refund of member
contributions, or a deferred vested retirement benefit.

o Service disability: Member receives disability retirement; disability is service related.
e Ordinary disability: Member receives disability retirement; disability is not service related.
e Service death: Member dies before retirement; death is service related.

e Ordinary death: Member dies before retirement; death is not service related.
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Actuarial Section

ACTUARIAL METHODS AND ASSUMPTIONS (FOR FUNDING PURPOSES)

VALUATION DATE

ACTUARIAL COST METHOD
ACTUARIAL EXPERIENCE STUDY
AMORTIZATION METHOD

AMORTIZATION PERIOD

ASSET VALUATION METHOD

ACTUARIAL ASSUMPTIONS
Economic assumptions:
General wage increases
Investment rate of return
Growth in Active membership
Inflation rate (CPI)
Demographic assumptions:
Salary increases due to service

Mortality

Retirement

Disability

Other terminations of employment

Refund of contributions on vested termination

June 30, 2019

Entry Age Normal Cost

July 1, 2014 to April 30, 2017

Level percentage of projected payroll

UAAL as of June 30, 2008, is amortized over a closed 15-

year period ending June 30, 2023. Subsequent changes
in the UAAL are amortized over separate closed 15-
year layers that are determined annually.

5-year smoothed recognition of asset gains and losses
(determined as the difference of the actual fair value
to the expected fair value), which cannot vary more
than 20% from the fair value.

3.00%
6.50%
0.00%
2.50%

The total expected increase in salary represents the
increase due to promotions and longevity, adjusted
for an assumed 3.00% per annum increase in the
general wage. The total result is compounded rather
than additive.

Rates are based on appropriate RP-2014 Mortality
Tables for respective genders with MP-2014 Ultimate
Projection Scale. See the valuation report as of June
30, 2019, for details.

See the valuation report as of June 30, 2019, for details.
See the valuation report as of June 30, 2019, for details.
See the valuation report as of June 30, 2019, for details.
See the valuation report as of June 30, 2019, for details.

Note: The actuarial methods and assumptions were selected by the Retirement Board with the recommendation of the

actuary.
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Rate of Separation from Active Service

RATE OF SEPARATION FROM 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 0.1300 0.0000 20 0.0002 0.0004 0.0004 0.0000 0.0000
5 0.0222 0.0411 30 0.0003 0.0006 0.0005 0.0000 0.0000
10 0.0136 0.0274 40 0.0007 0.0012 0.0006 0.0000 0.0000
15 0.0086 0.0204 50 0.0011 0.0021 0.0017 0.0000 0.0300
20 0.0038 0.0152 60 0.0016 0.0029 0.0047 0.0000 0.1500
30 & Above 0.0000 0.0000 75 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 0.0002 0.0000 0.0000
5 0.0245 0.0455 30 0.0003 0.0006 0.0002 0.0000 0.0000
10 0.0149 0.0301 40 0.0007 0.0014 0.0004 0.0000 0.0000
15 0.0095 0.0225 50 0.0016 0.0030 0.0011 0.0000 0.0300
20 0.0042 0.0168 60 0.0026 0.0048 0.0024 0.0000 0.1500
30 & Above 0.0000 0.0000 75 0.0000 0.0000 0.0000 0.0000 1.0000
General Plan 3 Male Members
0 0.1300 0.0000 20 0.0000 0.0000 0.0004 0.0000 0.0000
5 0.0222 0.0411 30 0.0000 0.0000 0.0005 0.0000 0.0000
10 0.0136 0.0274 40 0.0000 0.0000 0.0006 0.0000 0.0000
15 0.0086 0.0204 50 0.0000 0.0000 0.0017 0.0000 0.0000
20 0.0038 0.0152 60 0.0000 0.0000 0.0047 0.0000 0.0300
30 & Above 0.0000 0.0000 75 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 0.0002 0.0000 0.0000
5 0.0245 0.0455 30 0.0000 0.0000 0.0002 0.0000 0.0000
10 0.0149 0.0301 40 0.0000 0.0000 0.0004 0.0000 0.0000
15 0.0095 0.0225 50 0.0000 0.0000 0.0011 0.0000 0.0000
20 0.0042 0.0168 60 0.0000 0.0000 0.0024 0.0000 0.0400
30 & Above 0.0000 0.0000 75 0.0000 0.0000 0.0000 0.0000 1.0000
General Plan 5 & 7 Male Members
0 0.1300 0.0000 20 0.0002 0.0004 0.0004 0.0000 0.0000
5 0.0222 0.0411 30 0.0003 0.0006 0.0005 0.0000 0.0000
10 0.0136 0.0274 40 0.0007 0.0012 0.0006 0.0000 0.0000
15 0.0086 0.0204 50 0.0011 0.0021 0.0017 0.0000 0.0270
20 0.0038 0.0152 60 0.0016 0.0029 0.0047 0.0000 0.1350
30 & Above 0.0000 0.0000 75 0.0000 0.0000 0.0000 0.0000 1.0000
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RATE OF SEPARATION FROM ACTIVE SERVICE (CONTINUED)

Actuarial Section

Years of Other Terminations

Service Ordinary Vested

General Plan 5 & 7 Female Members

0 0.1300 0.0000
5 0.0245 0.0455
10 0.0149 0.0301
15 0.0095 0.0225
20 0.0042 0.0168

30 & Above 0.0000 0.0000

Safety and Probation Plan 1, 2 & 4 Male Members

0 0.0700 0.0000
5 0.0084 0.0156
10 0.0047 0.0116
15 0.0018 0.0092

20 & Above 0.0000 0.0000

Safety and Probation Plan 1, 2 & 4 Female Members

0 0.0700 0.0000
5 0.0084 0.0156
10 0.0047 0.0116
15 0.0018 0.0092

20 & Above 0.0000 0.0000

Safety and Probation Plan 5, 6 & 7 Male Members

0 0.0700 0.0000
5 0.0084 0.0156
10 0.0047 0.0116
15 0.0018 0.0092

20 & Above 0.0000 0.0000

Safety and Probation Plan 5, 6 & 7 Female Members

0 0.0700 0.0000
5 0.0084 0.0156
10 0.0047 0.0116
15 0.0018 0.0092

20 & Above 0.0000 0.0000

Disability Death while Active Service
|Age Ordinary Service Ordinary Service Retirement

20 0.0003 0.0005 0.0002 0.0000 0.0000
30 0.0003 0.0006 0.0002 0.0000 0.0000
40 0.0007 0.0014 0.0004 0.0000 0.0000
50 0.0016 0.0030 0.0011 0.0000 0.0270
60 0.0026 0.0048 0.0024 0.0000 0.1350
75 0.0000 0.0000 0.0000 0.0000 1.0000
20 0.0000 0.0015 0.0004 0.0010 0.0000
30 0.0000 0.0018 0.0005 0.0010 0.0000
40 0.0000 0.0028 0.0006 0.0010 0.0000
50 0.0000 0.0077 0.0017 0.0010 0.1500
65 0.0000 0.0000 0.0000 0.0000 1.0000
70 0.0000 0.0000 0.0000 0.0000 1.0000
20 0.0000 0.0015 0.0002 0.0010 0.0000
30 0.0000 0.0018 0.0002 0.0010 0.0000
40 0.0000 0.0028 0.0004 0.0010 0.0000
50 0.0000 0.0077 0.0011 0.0010 0.1500
65 0.0000 0.0000 0.0000 0.0000 1.0000
20 0.0000 0.0015 0.0004 0.0010 0.0000
30 0.0000 0.0018 0.0005 0.0010 0.0000
40 0.0000 0.0028 0.0006 0.0010 0.0000
50 0.0000 0.0077 0.0017 0.0010 0.0500
65 0.0000 0.0000 0.0000 0.0000 1.0000
20 0.0000 0.0015 0.0002 0.0010 0.0000
30 0.0000 0.0018 0.0002 0.0010 0.0000
40 0.0000 0.0028 0.0004 0.0010 0.0000
50 0.0000 0.0077 0.0011 0.0010 0.0500
65 0.0000 0.0000 0.0000 0.0000 1.0000
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SUMMARY OF SIGNIFICANT ACTUARIAL STATISTICS AND MEASURES

Relative
June 30, 2019 June 30, 2018 Change
ACTIVE MEMBERS
Number of Members 5,377 5,367 0.2%
Average Age 45.1 45.1 -
Average Credited Service 10.4 10.6 (1.9)%
Total Active Payroll ($in Thousands) $554,734 $535,938 3.5%
Average Monthly Salary $8,873 $8,407 5.5%
RETIRED MEMBERS
Number of Members
Service Retirement 4,133 4,002 3.3%
Disability Retirement 487 472 3.2%
Beneficiaries 605 635 (4.7)%
Average Age 71.2 71.2 -
Actual Retiree Benefits Paid (S in Thousands) $223,614 $204,729 9.2%
Average Monthly Pension $3,731 $3,510 6.3%
NUMBER OF INACTIVE MEMBERS 1,767 1,666 6.1%
ASSETS
Market Value of Fund (S in Thousands) $4,723,110 $4,373,962 8.0%
Return on Market Value 6.2% 6.7%
Valuation Assets (S in Thousands) $4,685,502 $4,351,502 7.7%
Return on Valuation Assets 5.6% 7.8%
LIABILITY VALUES (S IN THOUSANDS)
Actuarial Accrued Liability $5,459,978 $4,970,535 9.8%
Unfunded Actuarial Accrued Liability $774,476 $619,033 25.1%
Deferred Asset (Gains) / Losses $9,720 $21,496
FUNDED RATIO
Based on valuation assets 85.8% 87.5% (1.9Y%
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Actuarial Section

Valuation Assets

Valuation Assets are the actuarial value of the fund, less the value of any reserves which
have been set aside for current liabilities and special benefits (if any) to be funded outside of

the actuarially determined contribution rates.

APPLICABLE VALUATION ASSETS

June 30

(In Millions)
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e Actuarial Value of Valuation Assets == Market Value of Fund

ACTUARIAL VALUATION

June 30

(In Millions)
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Valuation Year

e Actuarial Value of Valuation Assets = Actuarial Accrued Liability

e Unfunded Actuarial Accrued Liability
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Actuarial Valuation - SamCERA’s Resources and Liabilities

ACTUARIAL VALUATION—SAMCERA’S RESOURCES

June 30, 2019

SamCERA’s resources equal the actuarial assets plus the expected future contributions by both
the employers and members.

Future UAAL
Contributions,
12%

Future
Employer
Normal Cost
Contributions,

7%

Future
Member
Contributions,
9%

Valuation
Assets, 72%

ACTUARIAL VALUATION—SAMCERA'’S LIABILITIES

June 30, 2019

SamCERA’s liabilities reflect benefits already earned in the past and those expected to be
earned in the future by current members.

Inactives, 4%

Actives, 48%

Retirees, 48%_——
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SCHEDULE OF ACTIVE MEMBER VALUATION DATA

Actuarial Section

Annual
Valuation Date Number of Active Average Percentage Change in
As of June 30, Members Annual Salary Salary Annual Average Salary
2019 General 4,610 $476,944,186 $103,459 6.1%
Safety 530 70,890,519 133,756 1.7%
Probation 237 24,680,991 104,139 3.6%
Total 5,377 $572,515,696 $106,475 5.5%
2018 General 4,603 $448,931,595 $97,530 3.3%
Safety 508 66,799,289 131,495 1.6%
Probation 256 25,741,800 100,554 4.0%
Total 5,367 $541,472,684 $100,889 3.1%
2017 General 4,560 $430,613,886 $94,433 2.3%
Safety 503 65,105,116 129,434 4.1%
Probation 274 26,503,623 96,729 9.1%
Total 5,337 $522,222,625 $97,849 2.8%
2016 General 4,421 $408,191,518 $92,330 4.7%
Safety 495 61,564,028 124,372 6.5%
Probation 271 24,034,819 88,689 2.4%
Total 5,187 $493,790,365 $95,198 4.8%
2015 General 4,334 $382,303,295 $88,210 6.8%
Safety 479 55,917,864 116,739 -0.4%
Probation 282 24,418,977 86,592 3.1%
Total 5,095 $462,640,136 $90,803 5.8%
2014 General 4,272 $352,918,558 $82,612 2.5%
Safety 452 52,974,475 117,200 -1.0%
Probation 280 23,514,343 83,980 0.8%
Total 5,004 $429,407,376 $85,813 2.2%
2013 General 4,173 $338,595,633 $81,140 0.5%
Safety 452 52,233,510 115,561 -1.7%
Probation 292 23,722,165 81,240 -1.1%
Total 4,917 $414,551,308 $84,310 0.4%
2012 General 4,361 $351,965,689 $80,708 1.9%
Safety 435 51,129,267 117,539 0.7%
Probation 299 24,554,583 82,122 1.9%
Total 5,095 $427,649,539 $83,935 1.8%
2011 General 4,494 $355,876,715 $79,189 0.5%
Safety 446 52,073,940 116,758 2.2%
Probation 305 24,591,392 80,628 0.0%
Total 5,245 $432,542,047 $82,468 0.9%
2010 General 4,609 $363,305,740 $78,825 1.6%
Safety 425 48,576,912 114,299 3.6%
Probation 313 25,247,595 80,663 1.3%
Total 5,347 $437,130,247 $81,752 1.8%

Note: See further details for participating employers and active members in the Statistical Section.
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SOLVENCY TEST

(Dollars in Thousands)

Actuarial Accrued Liabilities

Active Members

(Employer Portion of Actuarial Accrued
Actuarial Active Member Retirees and Financed Liabilities Covered by Assets
Valuation Date  Valuation  Contributions Beneficiaries' Portion)
as of June 30, Assets (A) (B) (Q) (A) (B) (Q)
2010 $2,179,076 $ 449,355 $1,745,146 $903,952 100% 99% 0%
2011 2,405,140 485,126 1,866,219 895,382 100% 100% 6%
2012 2,480,271 498,569 2,022,791 921,193 100% 98% 0%
2013 2,618,639 534,276 2,157,590 880,884 100% 97% 0%
2014 2,993,187 584,080 2,285,328 927,634 100% 100% 13%
2015 3,343,550 628,287 2,451,544 965,955 100% 100% 27%
2016 3,624,726 679,246 2,635,409 1,047,641 100% 100% 30%
2017 3,976,717 735,102 2,811,651 1,173,097 100% 100% 37%
2018 4,351,502 783,887 3,032,813 1,153,835 100% 100% 46%
2019 4,685,502 769,137 3,369,094 1,321,747 100% 100% 41%
W ncludes inactive members
SCHEDULE OF RETIREES AND BENEFICIARIES ADDED TO AND REMOVED FROM THE ROLLS
Added to Rolls™! Removed from Rolls Rolls at Year-End
Fiscal Annual Annual
Year Benefits Benefits Total Retiree % Average
Ended (in (in Payroll (in Increase Monthly
June 30, Number Thousands) Number  Thousands) Number Thousands) in Payroll Benefits
2010 163 $9,076 96 $3,240 4,002 $124,888 4.9 $2,601
2011 @ 209 12,703 64 2,916 4,147 134,675 7.8 2,706
2012 218 14,379 90 4,209 4,275 144,845 7.6 2,823
2013 186 13,024 63 3,095 4,398 154,774 6.9 2,933
2014 203 12,474 83 3,479 4,518 163,769 5.8 3,021
2015 213 16,290 93 4,179 4,638 175,880 7.4 3,160
2016 233 15,347 123 5,030 4,748 186,197 59 3,268
2017 310 16,738 102 3,867 4,956 199,068 6.9 3,347
2018 315 21,360 162 5,242 5,109 215,186 8.1 3,510
2019 306 24,547 190 5,769 5,225 233,964 8.7 3,731

) Amount added to rolls includes COLAs granted in year to continuing retirees and beneficiaries.

(2)

Revised from June 30, 2011 valuation for corrections.
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ACTUARIAL ANALYSIS OF FINANCIAL EXPERIENCE

Actuarial Section

June 30 (Dollars in Thousands)

Change In Liability

Summary of (Gains) / Losses 2019 2018 2017 2016 2015
Unfunded Liability as of July 1 $619,033 $743,133 $737,570 $702,236 $803,855
Expected Change in Unfunded Actuarial

Accrued Liability (153,261) (109,756) (110,404) (96,454) (76,018)
Salary (Gain) / Loss 50,472 10,401 27,685 24,707 39,129
Retiree COLA more / (less) than Expected 21,749 12,203 7,050 (6,275) 3,648
Asset (Gain) / Loss 46,909 (42,796) (28,286) 27,821 (74,068)
Change due to Assumption Changes 173,944 - 133,221 89,364 -
Miscellaneous Experience 15,630 5,848 (23,703) (3,829) 5,690
Unfunded Liability as of June 30 $774,476 $619,033 $743,133 $737,570 $702,236

SCHEDULE OF FUNDING PROGRESS

(Dollars in Thousands)

This schedule provides information about the funding progress of the pension plan.

(a) (b) (b-a) (a/b) (c) [(b-a)/c]
Actuarial Unfunded
Actuarial Value Actuarial Actuarial UAAL as a
Valuation Date of Valuation Accrued Accrued Funded Covered Percentage of
as of June 30, Assets Liability  Liability (UAAL) Ratio Payroll  Covered Payroll
2010 $2,179,076 $3,098,453 $919,377 70.3% $434,295 211.69%
2011 2,405,140 3,246,727 841,587 74.1% 427,041 197.07%
2012 2,480,271 3,442,553 962,282 72.0% 418,916 229.71%
2013 2,618,639 3,572,750 954,111 73.3% 404,361 235.96%
2014 2,993,187 3,797,042 803,855 78.8% 416,274 193.11%
2015 3,343,550 4,045,786 702,236 82.6% 439,018 159.96%
2016 3,624,726 4,362,296 737,570 83.1% 472,385 156.14%
2017 3,976,717 4,719,850 743,133 84.3% 510,132 145.67%
2018 4,351,502 4,970,535 619,033 87.5% 535,938 115.50%
2019 4,685,502 5,459,978 774,476 85.8% 554,734 139.61%

Note: The ten-year schedule of actuarially determined and actual contributions can be found in
the Financial Section under Required Supplementary Information.
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Changes in Fiduciary Net Position

THE STATISTICAL SECTION

Statistical Section

Introduction

This section presents historical information for the past ten fiscal years about SamCERA’s
finances and operations. Some of the information in this section is compiled by SamCERA’s
actuary based on the information provided by SamCERA.

CHANGES IN FIDUCIARY NET POSITION

For the Fiscal Years Ended June 30 (Dollars In Thousands)

Additions
Employer Contributions
Employer Supplemental Contributions
Member Contributions
Total Contributions
Investment Income (Loss), net of Expenses
Securities Lending Income
Miscellaneous Additions
Total Additions

Deductions
Retiree Benefits
Member Refunds
Administrative Expenses
Information Technology Expenses
Other Expenses
Total Deductions

Changes in Pension Plan Net Position

2019 2018 2017 2016 2015
$194,830  $179,627  $164,877  $170,046  $169,814
50,668 27,630 33,850 21,048 10,890
67,696 64,204 62,160 56,069 48,012
313,194 271,461 260,887 247,163 228,716
271,592 280,076 436,603 24,112 111,320
66 43 46 278 310

33 27 27 4,910 -
584,885 551,607 697,563 276,463 340,346
223,614 204,728 190,364 179,498 168,109
3,571 4,326 2,876 3,366 3,357
6,057 5,849 5,983 5,962 5,350
2,495 1,444 996 714 629

- - 30 11 119
235,737 216,347 200,249 189,551 177,564
$349,148  $335,260  $497,314 $86,912  $162,782

Note: This schedule was revised to show employer contributions and employer supplemental contributions
separately. In prior years, these two types of contributions were combined and reported as employer

contributions.
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Changes in Fiduciary Net Position

CHANGES IN FIDUCIARY NET POSITION (CONTINUED)

For the Fiscal Years Ended June 30 (Dollars in Thousands)

2014 2013 2012 2011 2010
Additions

Employer Contributions 152,877 131,294 139,407  $150,475  $106,265
Employer Supplemental Contributions 50,000 13,014 11,543 - -
Member Contributions 46,594 55,408 49,687 49,013 50,319
Total Contributions 249,471 199,716 200,637 199,488 156,584
Investment Income (Loss), net of Expenses 482,050 326,983 (11,024) 437,654 195,412
Securities Lending Income 435 622 721 530 743
Miscellaneous Additions 179 160 29 73 41
Total Additions 732,135 527,481 190,363 637,745 352,780

Deductions
Retiree Benefits 159,342 149,266 139,208 129,835 122,141
Member Refunds 3,214 5,750 3,627 2,474 2,736
Administrative Expenses 4914 4,260 4,675 3,547 3,373
Information Technology Expenses ! 731 654 325 - -
Other Expenses 65 29 - 10 33
Total Deductions 168,266 159,959 147,835 135,866 128,283
Changes in Pension Plan Net Position $563,869  $367,522 $42,528 $501,879  $224,497

W prior to fiscal year 2012, information technology expenses were included in the administrative expenses.
Starting from fiscal year 2012, information technology expenses are separately tracked and accounted for.

Note: This schedule was revised to show employer contributions and employer supplemental contributions
separately. In prior years, these two types of contributions were combined and reported as employer
contributions.
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Schedules of Additions to and Deduction from Fiduciary Net Position Statistical Section

SCHEDULE OF ADDITIONS TO FIDUCIARY NET POSITION BY SOURCE

(Dollars in Thousands)

Fiscal Year Employee Employer Investment Total
Ended June 30 Contributions  Contributions Income/(Loss) Other Additions
2010 $50,319 $106,265 $195,412 $784 $352,780
2011 49,013 150,475 437,654 603 637,745
2012 49,687 150,950 (11,024) 750 190,363
2013 55,408 144,308 326,983 782 527,481
2014 46,594 202,877 482,050 614 732,135
2015 48,012 180,704 111,320 310 340,346
2016 56,069 191,094 24,112 5,188 276,463
2017 62,160 198,727 436,603 73 697,563
2018 64,204 207,257 280,076 70 551,607
2019 67,696 245,498 271,592 99 584,885

SCHEDULE OF DEDUCTIONS FROM FIDUCIARY NET POSITION BY TYPE

(Dollars in Thousands)

Retirement Information

Fiscal Year and Other  Member Administrative  Technology Other Total
Ended June 30 Benefits Refunds Expenses & Expenses Expenses Deductions
2010 $122,141 $2,736 $3,373 S- S33 $128,283
2011 129,835 2,474 3,547 - 10 135,866
2012 139,208 3,627 4,675 325 - 147,835
2013 149,266 5,750 4,260 654 29 159,959
2014 159,342 3,214 4,914 731 65 168,266
2015 168,109 3,357 5,350 629 119 177,564
2016 179,498 3,366 5,962 714 11 189,551
2017 190,364 2,876 5,983 996 30 200,249
2018 204,728 4,326 5,849 1,444 - 216,347
2019 223,614 3,571 6,057 2,495 - 235,737

) Administrative expenses related to investments were classified as investment expense prior to fiscal year 2012.

Effective June 30, 2012, such expenses are reported as administrative expenses.
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Total Fiduciary Net Position

TOTAL FIDUCIARY NET POSITION

June 30
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Summary of Retired Benefits, Refunds, and Inactive Members Statistical Section

SUMMARY OF RETIRED BENEFITS, REFUNDS, AND INACTIVE MEMBERS

RETIRED MEMBERS 2019 2018 2017 2016 2015 2014 2013

Service Retirement "

Number 4,697 4,604 4,458 4,257 4,160 4,052 3,965
Annual Allowance $196,874,097 $179,880,342 $166,975,634 $157,513,099 $147,266,945 $139,036,410 $131,638,612
Average Monthly Payment $3,493 $3,256 $3,121 $3,083 $2,950 $2,859 $2,767
Survivor

Number 30 29 27 27 29 30 31
Annual Allowance $982,715 $781,459 $661,162 $652,711 $661,222 $654,972 $649,930
Average Monthly Payment $2,730 $2,246 $2,041 $2,015 $1,900 $1,819 $1,747
Death

Number 7 4 1 5 3 1 1
Annual Allowance $249,751 $194,927 $26,646 $82,444 $90,635 $13,633 $39,265
Average Monthly Payment $2,973 $4,061 $2,221 $1,374 $2,518 $1,136 $3,272

Other Benefits

Number 4 - 1 5 4 7 8
Annual Allowance $295,600 S0 $11,138 $158,478 $51,734 $370,340 $232,593
Average Monthly Payment $6,158 ) $928 $2,641 $1,078 $4,409 $2,423

Disability Retirement

Number 487 472 469 454 442 428 393
Annual Allowance $25,211,881  $23,872,145 $22,689,813  $21,090,529  $20,038,671  $19,266,623  $16,705,247
Average Monthly Payment $4,314 $4,215 $4,032 $3,871 $3,778 $3,751 $3,542

Total Retired Members

Number 5,225 5,109 4,956 4,748 4,638 4,518 4,398
Annual Allowance $223,614,044 $204,728,873 $190,364,393 $179,497,261 $168,109,207 $159,341,978 $149,265,647
Average Monthly Payment $3,566 $3,339 $3,201 $3,150 $3,021 $2,939 $2,828
REFUND
General $3,478,748 $3,252,941 $2,511,145 $2,991,126 $3,011,758 $3,058,864 $5,161,430
Safety $92,331 $1,072,789 $364,742 $375,311 $345,253 $155,265 $588,346
Total Refund $3,571,079 $4,325,730 $2,875,887 $3,366,437 $3,357,011 $3,214,129 $5,749,776
INACTIVE MEMBERS 1,767 1,666 1,487 1,486 1,384 1,304 1,306

w A
Included beneficiaries.

Note 1 - This schedule is prepared by SamCERA based on the actual allowances disbursed.

Note 2 - Data priorto fiscal year 2012-13 is not available.
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Schedule of Average Pension Benefit Payments

SCHEDULE OF AVERAGE PENSION BENEFIT PAYMENTS

Years of Service Credit

7/1/2018 - 6/30/2019 0-4 5-9 10- 14 15-19 20-24 25-29 30+
Retirees - Service and Disabilities
Retirees - Service and Disabilities

Average Monthly Gross Benefit $425 $1,564 $2,484 $4,013 $5,002 $7,792 $8,675

Average Final Compensation $10,219 $9,667 $8,886 $8,901 $8,823 $11,094  $10,494

Number of Retires 11 37 49 44 45 42 32
Beneficiaries

Average Monthly Gross Benefit $1,218 $1,828 $1,174 $134 $2,052 $3,757 $6,841

Average Final Compensation $2,906 $9,453 $5,924 $6,644 $3,854 $4,246 $8,249

Number of Beneficiaries 11 4 5 1 2 5 5
7/1/2017 - 6/30/2018 0-4 5-9 10-14 15-19 20-24 25-29 30+
Retirees - Service and Disabilities

Average Monthly Gross Benefit $613 $1,327 $2,192 $3,541 $5,616 $6,728 $8,213

Average Final Compensation $9,353 $8,032 $7,419 $8,210 $9,470 $9,686 $9,792

Number of Retires 12 33 57 41 35 38 41
Beneficiaries

Average Monthly Gross Benefit $1,962 $1,460 $1,455 $1,861 $2,640 $6,712 $4,033

Average Final Compensation $4,880 $8,022 $5,806 $6,311 $6,057 $6,777 $5,995

Number of Beneficiaries 13 10 9 5 6 8 7
7/1/2016 - 6/30/2017 0-4 5-9 10- 14 15-19 20-24 25-29 30+
Retirees - Service and Disabilities

Average Monthly Gross Benefit $388 $1,429 $2,264 $3,155 $5,501 $6,533 $6,902

Average Final Compensation $6,313 $6,428 $7,311 $7,237 $9,197 $9,440 $8,334

Number of Retires 13 35 47 37 37 32 33
Beneficiaries

Average Monthly Gross Benefit $1,197 $574 $1,665 $2,916 $1,299 S0 SO

Average Final Compensation $2,152 $3,564 $2,251 $3,852 $3,474 SO S0

Number of Beneficiaries 8 6 5 1 1 0 0
7/1/2015 - 6/30/2016 0-4 5-9 10-14 15-19 20-24 25-29 30+
Retirees - Service and Disabilities

Average Monthly Gross Benefit $350 $1,536 $2,112 $3,210 $4,563 $5,841 $7,990

Average Final Compensation $4,081 $6,646 $6,410 $9,032 $7,964 $8,548 $9,322

Number of Retires 16 47 56 54 26 28 21
Beneficiaries

Average Monthly Gross Benefit $1,732 $1,038 $1,368 $1,361 $3,304 $3,036 $3,554

Average Final Compensation N/A $3,434 $4,173 $3,756 $5,429 $4,972 $5,372

Number of Beneficiaries 14 9 5 2 4 7 7
7/1/2014 - 6/30/2015 0-4 5-9 10-14 15-19 20-24 25-29 30+
Retirees - Service and Disabilities

Average Monthly Gross Benefit S564 $1,479 $2,538 $3,755 $4,264 $7,245 $6,140

Average Final Compensation $4,191 $6,262 $7,158 $8,074 $7,548 $9,423 $7,752

Number of Retires 21 35 52 35 20 38 31
Beneficiaries

Average Monthly Gross Benefit $1,753 $1,193 $1,120 $2,380 $2,147 $4,633 $6,036

Average Final Compensation N/A $3,587 $3,867 $6,994 $4,521 $8,971 $8,071

Number of Beneficiaries 11 3 3 6 5 5 6
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Schedule of Average Pension Benefit Payments Statistical Section

SCHEDULE OF AVERAGE PENSION BENEFIT PAYMENTS (CONTINUED)

Years of Service Credit

7/1/2013 - 6/30/2014 0-4 5-9 10- 14 15-19 20-24 25-29 30+
Retirees - Service and Disabilities

Average Monthly Gross Benefit $1,608 $1,758 $2,384 $3,351 $4,613 $6,349 $6,713

Average Final Compensation $6,920 $6,729 $6,570 $7,614 $7,740 $9,292 $7,528

Number of Retires 16 61 49 40 32 13 18
Beneficiaries

Average Monthly Gross Benefit $891 $660 $1,898 $946 $4,457 $3,550 $6,239

Average Final Compensation N/A $6,305 $5,433 $2,906 $7,872 $5,504 $6,611

Number of Beneficiaries 10 3 6 5 3 2 2
7/1/2012 - 6/30/2013 0-4 5-9 10-14 15-19 20-24 25-29 30+
Retirees - Service and Disabilities

Average Monthly Gross Benefit $643 $1,330 $2,513 $3,516 85,226 $6,672 $7,309

Average Final Compensation $5,234 $5,831 $7,321 $7,344 $8,135 $8,458 $7,818

Number of Retirees 16 39 59 21 30 24 20
Beneficiaries

Average Monthly Gross Benefit $1,434 $1,747 $1,494 $1,500 $1,321 $5,182 $4,166

Average Final Compensation $589 $5,140 $5,255 $4,536 $3,446 $7,516 $6,039

Number of Beneficiaries 16 2 6 4 3 1 4
7/1/2011 - 6/30/2012 0-4 5-9 10- 14 15-19 20-24 25-29 30+
Retirees - Service and Disabilities

Average Monthly Gross Benefit $897 $1,427 $2,328 $3,597 $5,175 $5,611 $7,527

Average Final Compensation $4,235 $5,896 $6,667 $7,228 $7,812 $7,344 $7,763

Number of Retirees 19 37 47 25 47 32 29
Beneficiaries

Average Monthly Gross Benefit $1,789 $736 $2,382 $2,390 $1,658 $4,347 $4,878

Average Final Compensation N/A $3,913 $5,200 $5,818 $4,338 $6,102 $6,464

Number of Beneficiaries 16 1 5 4 5 3 4
7/1/2010 - 6/30/2011 0-4 5-9 10- 14 15-19 20-24 25-29 30+
Retirees - Service and Disabilities

Average Monthly Gross Benefit $577 $1,190 $2,112 $3,770 $4,881 $6,452 $8,122

Average Final Compensation $3,207 $6,268 $5,895 $7,761 $7,562 $8,466 $8,322

Number of Retirees 16 25 52 29 52 26 25
Beneficiaries

Average Monthly Gross Benefit $1,190 $1,407 $1,333 $2,101 $2,082 $1,951 $8,657

Average Final Compensation N/A $6,549 $4,186 $5,178 $5,772 $4,457 $7,765

Number of Beneficiaries 12 1 6 3 6 1 1
7/1/2009 - 6/30/2010 0-4 5-9 10-14 15-19 20-24 25-29 30+
Retirees - Service and Disabilities

Average Monthly Gross Benefit $875 $1,281 $2,107 $3,932 $5,057 $6,175 $7,543

Average Final Compensation $2,619 $5,480 $5,803 $7,587 $7,827 $7,818 $8,081

Number of Retirees 9 35 33 16 41 19 24
Beneficiaries

Average Monthly Gross Benefit S$712 $2,679 $1,485 $1,170 $2,304 $3,992 $4,413

Average Final Compensation N/A $7,316 $5,457 $3,874 $5,546 $5,457 $5,166

Number of Beneficiaries 8 4 2 2 3 1 4

2019 COMPREHENSIVE ANNUAL FINANCIAL REPORT | 135



Number of Retirees by Category

NUMBER OF RETIREES

June 30

Number of Retirees
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Note: Information prior to fiscal year 2013 is not available.
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Schedule of Average Monthly Salary of Active Members

SCHEDULE OF AVERAGE MONTHLY SALARY OF ACTIVE MEMBERS

Statistical Section

For the Fiscal Years Ended June 30 (by Plan and Membership Type)

General Plan 1
General Plan 2
General Plan 3
General Plan 4
General Plan 5
General Plan7
Average Monthly Salary for General Plan

Safety Plan 1
Safety Plan 2
Safety Plan 4
Safety Plan 5
Safety Plan 6
Safety Plan 7
Average Monthly Salary for Safety Plan

Probation 1
Probation 2
Probation 4
Probation 5
Probation 6
Probation 7
Average Monthly Salary for Probation Plan

Average Monthly Salary for All Plans

2019 2018 2017 2016 2015
$9,793  $10,121  $11,305 $9,945 $9,235
10,088 9,526 8,994 8,636 8,186

7,872 7,462 7,484 7,173 6,747
9,302 8,534 8,134 7,807 7,386
10,180 9,672 8,980 8,485 7,735
7,395 6,974 6,737 6,714 6,315
8,622 8,128 7,869 7,694 7,351
0 0 14,434 15,810 14,712
14,197 13,607 13,528 12,505 11,545
12,391 11,894 11,381 10,729 9,919
11,708 11,349 10,544 9,940 9,145
0 0 0 16,793 16,010
9,030 8,747 8,356 7,538 6,701
11,146 10,958 10,786 10,364 9,728
0 0 7,722 7,261 7,038
9,908 9,061 9,069 8,349 8,012
9,103 8,714 8,270 7,454 7,267
8,587 8,219 7,612 6,429 6,106
0 0 7,347 6,259 5,739
6,973 6,676 6,121 5,962 5,684
8,678 8,379 8,061 7,391 7,216
8,873 8,407 8,154 7,933 7,567
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Schedule of Average Monthly Salary of Active Members

SCHEDULE OF AVERAGE MONTHLY SALARY OF ACTIVE MEMBERS (CONTINUED)

For the Fiscal Years Ended June 30 (by Plan and Membership Type)

2014 2013 2012 2011 2010

General Plan 1 $8,617 $8,104 $7,843 $7,630 $7,543
General Plan 2 7,584 7,355 7,340 7,208 7,193
General Plan 3 6,300 6,254 6,138 5,968 5,818
General Plan 4 6,873 6,662 6,580 6,398 6,348
General Plan 5 6,912 6,418 5,799 N/A N/A
General Plan 7 5,721 5,433 N/A N/A N/A
Average Monthly Salary for General Plan 6,884 6,762 6,726 6,599 6,569
Safety Plan 1 14,091 13,185 12,624 12,073 11,578
Safety Plan 2 11,191 10,935 10,892 10,789 10,548
Safety Plan 4 9,581 9,402 9,351 9,230 8,931
Safety Plan 5 8,958 8,699 9,667 N/A N/A
Safety Plan 6 14,381 12,374 N/A N/A N/A
Safety Plan 7 7,011 6,695 N/A N/A N/A
Average Monthly Salary for Safety Plan 9,767 9,630 9,795 9,730 9,525
Probation 1 6,874 6,618 6,618 7,533 8,922
Probation 2 7,699 7,445 7,454 7,349 7,393
Probation 4 6,922 6,622 6,686 6,505 6,456
Probation 5 5,916 5,242 4,949 N/A N/A
Probation 6 5,216 4,808 5,239 N/A N/A
Probation 7 5,807 7,742 5,239 N/A N/A
Average Monthly Salary for Probation Plan 6,998 6,770 6,844 6,719 6,722
Average Monthly Salary for All Plans 7,151 7,026 6,995 6,872 6,813
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Schedule of Active Members and Participating Employers Statistical Section

SCHEDULE OF ACTIVE MEMBERS AND PARTICIPATING EMPLOYERS
June 30

2019 2018 2017 2016 2015

COUNTY OF SAN MATEO

General Members 4,350 4,343 4,303 4,170 4,092
Safety Members 530 508 503 495 479
Probation Members 237 256 274 271 282

Subtotal 5,117 5,107 5,080 4,936 4,853

SAN MATEO COUNTY SUPERIOR COURT
General Members 240 239 237 231 222

SAN MATEO COUNTY MOSQUITO & VECTOR CONTROL DISTRICT

General Members 20 21 20 20 20
Total Active Membership 5,377 5,367 5,337 5,187 5,095

Percentage of Membership by Employer

County of San Mateo 95.17% 95.16% 95.18% 95.16% 95.25%
San Mateo Superior Court 4.46% 4.45% 4.45% 4.45% 4.36%
San Mateo County Mosquito and Vector Control District 0.37% 0.39% 0.37% 0.39% 0.39%

Total Percentage of Membership 100.00% 100.00% 100.00% 100.00% 100.00%

SCHEDULE OF ACTIVE MEMBERS AND PARTICIPATING EMPLOYERS (CONTINUED)
June 30

2014 2013 2012 2011 2010

COUNTY OF SAN MATEO

General Members 4,014 3,906 4,078 4,476 4,589
Safety Members 452 452 435 446 425
Probation Members 280 292 299 305 313

Subtotal 4,746 4,650 4,812 5,227 5,327

SAN MATEO COUNTY SUPERIOR COURT
General Members 239 249 268 N/A N/A

SAN MATEO COUNTY MOSQUITO & VECTOR CONTROL DISTRICT

General Members 19 18 15 18 20
Total Active Membership 5,004 4,917 5,095 5,245 5,347

Percentage of Membership by Employer

County of San Mateo 94.84% 94.57% 94.45% 99.66%  99.63%
San Mateo Superior Court 4.78% 5.06% 5.26% N/A N/A
San Mateo County Mosquito and Vector Control District 0.38% 0.37% 0.29% 0.34% 0.37%

Total Percentage of Membership 100.00% 100.00% 100.00% 100.00% 100.00%

Note: San Mateo County Superior Court was once a unit of the County of San Mateo, but was separated and
became a unit of the State of California in fiscal year 2011-12.
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Employer And Member Contribution Rates

EMPLOYER AND MEMBER CONTRIBUTION RATES @)

Determined at June 30
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=0=Employer Contribution Rate ==®=Member Contribution Rate

W The contribution rates determined as of the valuation date will become effective a year later. For example, the
contribution rates determined as of June 30, 2019, will become effective on July 1, 2020.

2 The Statutory Contribution Rates reflect changes in member rates negotiated subsequent to the 2015 and the
2016 valuations.

EMPLOYER CONTRIBUTION RATES FOR ALL PLANS COMBINED AS A PERCENTAGE OF COVERED PAYROLL

Fiscal Year Beginning

Employer Statutory Contribution Rate July 1, 2020 &) July 1,2019 Change
Gross Normal Cost 23.73% 22.68% 1.05%
Less: Member Contributions (12.46)% (12.11)% (0.35)%
Employer Normal Cost 11.27% 10.57% 0.70%
UAAL Amortization 26.59% 23.10% 3.49%

Total Employer Statutory Contribution Rate 37.86% 33.67% 4.19%

Statutory Contribution Rate by Employer

County of San Mateo 38.06% 33.85% 4.21%
San Mateo County Superior Court 35.22% 31.03% 4.19%
San Mateo County Moswuito & Vector Control District 12.58% 12.13% 0.45%

™ The Total Employer Statutory Contribution Rate of 37.86% is the aggregate rate for all employers.
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History of Employer Statutory Contribution Rates Statistical Section

HISTORY OF EMPLOYER STATUTORY CONTRIBUTION RATES

Valuation General Members General Members General Members
Date (County & Court) (Nurses & UAPD) (District)

June 30 Normal UAAL Total Normal UAAL Total Normal UAAL Total
2010 10.05% 16.35% 26.40% 10.05% 16.35% 26.40% 11.70% 16.35% 28.05%
2011 9.71% 16.41% 26.12% 8.70% 16.41% 25.11% 11.97% 16.41% 28.38%
2012 9.98% 20.17% 30.15% 8.96% 20.17% 29.13% 11.68% 20.17% 31.85%
2013 9.74% 22.35% 32.09% 8.92% 22.35% 31.27% 11.70% 22.35% 34.05%
2014 10.12% 20.27% 30.39% 9.14% 20.21% 29.35% 11.72% 21.16% 32.88%

Valuation General Members General Members General Members
Date (County) (Court) (District)

June 30 Normal UAAL Total Normal UAAL Total Normal UAAL Total
2015 8.67% 18.37% 27.04% 9.04% 19.54% 28.58% 11.75% 19.54% 31.29%
2016 8.91% 19.81%  28.72% 9.09% 21.30% 30.39% 12.02%  12.50% 24.52%
2017 9.58% 20.55% 30.13% 9.65% 22.58% 32.23% 12.32% 12.37% 24.69%
2018 9.22% 19.32% 28.54% 9.27% 21.76% 31.03% 12.13% 0.00% 12.13%
2019 9.93% 22.18% 32.11% 10.01% 25.21% 35.22% 12.58% 0.00% 12.58%

Notes:

1. Contribution rates shown are those calculated in the corresponding actuarial valuation. In some cases, actual
contributions were higher.

2. Beginning with the 2010 actuarial valuation, the Mosquito and Vector Control District adopted the same benefit
formula and member contribution rates as Plan 1, 2 and 4 General County members (excluding cost sharing and COLA
sharing on member rates).

3. Beginning with the 2011 actuarial valuation, Plan 1, 2, and 4 members of the California Nurses Association (CNA)
contribute 25% of the cost of COLA, in addition to current member rates and cost sharing.

4. Beginning with the 2012 actuarial valuation, Plan 1, 2, and 4 Probation members (excluding Managers) contribute
25% of the cost of COLA, in addition to current member rates and cost sharing.

5. Beginning with the 2013 actuarial valuation, Plan 1, 2, and 4 members of the Union of American Physicians &
Dentists (UAPD) contribute 25% of the cost of COLA, in addition to current member rates and cost sharing. In 2011 and
2012, these members contributed the same as County General members.

6. Beginning with the 2015 actuarial valuation, Plan 1, 2, and 4 members of the UAPD and the CNA, and Probation
members (Managers) contribute 50% of the cost of COLA, in addition to current member rates and cost sharing.

7. Effective with the first pay period after June 30, 2016, all members (except those with benefits negotiated under Court
Interpreters and Board of Supervisors bargaining units, and District members) contribute 50% of the cost of COLA, in
addition to current member rates and cost sharing. Additionally, pick-up contributions are discontinued for members
with benefits negotiated under the PDA bargaining unit.

8. Effective October 2016, all members (except those with benefits negotiated under Board of Supervisors bargaining
unit, and District members) contribute 50% of the cost of COLA, in addition to current member rates and cost sharing.
This is reflected in 2016 values.

9. Effective July 1, 2018, the Board of Supervisors contribute 50% of the cost of COLA, in addition to current member
rates and cost sharing. Additionally, pick-up contributions were eliminated.
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History of Employer Statutory Contribution Rates

HISTORY OF EMPLOYER STATUTORY CONTRIBUTION RATES (CONTINUED)

Valuation Probation Members Probation Members
Date Safety Member (excluding Managers) (Managers)

June 30 Normal UAAL Total Normal UAAL Total Normal UAAL Total
2010 19.01% 44.50% 63.51% 19.85% 21.62% 41.47% Same as Probation (exclude Managers)
2011 18.87% 41.75% 60.62% 19.50% 22.30% 41.80% Same as Probation (exclude Managers)
2012 19.05% 48.51% 67.56% 19.99% 26.71% 46.70% Same as Probation (exclude Managers)
2013 1851% 50.33% 68.84% 1833% 29.32% 47.65% 17.85%  29.32% 47.17%
2014 1899% 46.48% 65.47% 18.92%  28.09% 47.01% 18.79%  28.09% 46.88%
2015 15.14% 43.58% 58.72% 1531% 26.77%  42.08% 17.23%  26.77% 44.00%
2016 16.31% 44.25% 60.56% 15.94% 31.72% 47.66% Same as Probation (exclude Managers)
2017 17.28%  45.57% 62.85% 17.42% 32.87% 50.29% Same as Probation (exclude Managers)
2018 16.98% 44.68% 61.66% 16.95% 32.88% 49.83% Same as Probation (exclude Managers)
2019 18.02% 50.87% 68.89% 17.97% 42.55% 60.52% Same as Probation (exclude Managers)

Notes:

1. Contribution rates shown are those calculated in the corresponding actuarial valuation. In some cases, actual
contributions were higher.

2. Beginning with the 2010 actuarial valuation, the Mosquito and Vector Control District adopted the same benefit
formula and member contribution rates as Plan 1, 2 and 4 General County members (excluding costsharing and COLA
sharing on member rates).

3. Beginning with the 2011 actuarial valuation, Plan 1, 2, and 4 members of the California Nurses Association (CNA)
contribute 25% of the cost of COLA, in addition to current member rates and cost sharing.

4. Beginning with the 2012 actuarial valuation, Plan 1, 2, and 4 Probation members (excluding Managers) contribute
25% of the cost of COLA, in addition to current member rates and cost sharing.

5. Beginning with the 2013 actuarial valuation, Plan 1, 2, and 4 members of the Union of American Physicians &
Dentists (UAPD) contribute 25% of the cost of COLA, in addition to current member rates and cost sharing. In 2011 and
2012, these members contributed the same as County General members.

6. Beginning with the 2015 actuarial valuation, Plan 1, 2, and 4 members of the UAPD and the CNA, and Probation
members (Managers) contribute 50% of the cost of COLA, in addition to current member rates and cost sharing.

7. Effective with the first pay period after June 30, 2016, all members (except those with benefits negotiated under Court
Interpreters and Board of Supervisors bargaining units, and District members) contribute 50% of the cost of COLA, in
addition to current member rates and cost sharing. Additionally, pick-up contributions are discontinued for members
with benefits negotiated under the PDA bargaining unit.

8. Effective October 2016, all members (except those with benefits negotiated under Board of Supervisors bargaining
unit, and District members) contribute 50% of the cost of COLA, in addition to current member rates and cost sharing.
This is reflected in 2016 values.

9. Effective July 1, 2018, the Board of Supervisors contribute 50% of the cost of COLA, in addition to current member
rates and cost sharing. Additionally, pick-up contributions were eliminated.
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SamCERA’s Funded Ratio Compliance Section
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Www.samcera.org
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October 29, 2019 Agenda ltem 7.3
TO: Board of Retirement

FROM: Scott Hood, Chief Executive Officer < /ég

SUBJECT: Policy for Acceptance of Electronic Signatures

Recommendation
Adopt a resolution approving the “Policy Allowing for the Use and Acceptance of
Electronic Signatures for Documents Submitted by a Member.”

Background
Pursuant to Government Code section 31527(i), this Board recently adopted Regulation
5.13 which authorizes the use of electronic signatures and provides that:

“The Board may use and accept a document requiring a signature that is
submitted by a member using an electronic signature, if the document and
electronic signature are submitted using technology the Board deems
sufficient, as set forth in a policy adopted by the Board, to ensure its integrity,
security, and authenticity. A document submitted pursuant to the Board-
adopted policy shall be given the same force as a signed, valid original
document.”

Following the adoption of Regulation 5.13, staff created a “Policy Allowing for the Use
and Acceptance of Electronic Signatures for Documents Submitted by a Member” (Policy)
for the Board’s consideration and adoption.

Discussion

The “MySamCERA” online portal and mobile app have capabilities for members to
conduct certain actions electronically regarding their accounts, such as changing their
federal and state tax withholdings and certain active member beneficiary designations.
And, in the future, members may be able to submit interactive documents using
electronic signatures.

The attached Policy provides that the Chief Executive Officer will determine that the
software and processes used by SamCERA with regard to any electronic signature
transaction shall validate and authenticate that it is the member who is submitting the
document and satisfy the following criteria:



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

Integrity
e Discreet logging of electronic signature transactions
e Printable e-signed documents provided to the member
e E-signed documents stored as part of the member record

Security

e Encrypted communication utilizing Secure Sockets Layer (SSL), authentication
certificates, or comparable cipher and secure data communication techniques

e Data security systems including firewalls, anti-hacking, anti-virus, intruder detection,
and intruder prevention

Authenticity
e Multi-factor member authentication
e Extended Validation (EV) site certificate or comparable site authentication technique
e Confirmation communication

Attachment
Resolution adopting Policy Allowing for the Use and Acceptance of Electronic Signatures
for Documents Submitted by a Member
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POLICY ALLOWING FOR THE USE AND ACCEPTANCE OF ELECTRONIC SIGNATURES
FOR DOCUMENTS SUBMITTED BY A MEMBER

1. For those transactions where the Chief Executive Officer (CEQ) determines the use and
acceptance of documents from a member containing an electronic signature is appropriate,
shall oversee the development, maintenance and application technology designed and capable
of ensuring the integrity, authenticity and security of such transactions.

2. The technology used by SamCERA shall remain proprietary and confidential in an effort to
protect and enhance the security of such system. The Chief Executive Officer will determine
that the software and processes used by SamCERA with regard to any electronic signature
transaction shall satisfy the following criteria:

a. Integrity
. Discreet logging of electronic signature transactions
. Printable e-signed documents provided to the member
. E-signed documents stored as part of the member record
b. Security
. Encrypted communication utilizing Secure Sockets Layer (SSL), authentication

certificates, or comparable cipher and secure data communication techniques

. Data security systems including firewalls, anti-hacking, anti-virus, intruder
detection, and intruder prevention

C. Authenticity

. Multi-factor member authentication
o Extended Validation (EV) site certificate or comparable site authentication
technique
. Confirmation communication
3. Each transaction involving a document submitted to SamCERA containing an electronic

signature shall be confirmed by a communication to the member.
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RESOLUTION ADOPTING A POLICY
ALLOWING FOR THE USE AND ACCEPTANCE OF ELECTRONIC SIGNATURES
FOR DOCUMENTS SUBMITTED BY A MEMBER

RESOLUTION 2019 -__

WHEREAS, pursuant to Government Code section 31527(i), this Board adopted regulation 5.13
which provides that the Board “may use and accept a document requiring a signature that is
submitted by a member using an electronic signature, if the document and electronic signature
are submitted using technology the Board deems sufficient, as set forth in a policy adopted by
the Board, to ensure its integrity, security, and authenticity. A document submitted pursuant
to the Board-adopted policy shall be given the same force as a signed, valid original document”;
and

WHEREAS, SamCERA’s “MySamCERA” online portal and mobile app have capabilities for
SamCERA members to conduct certain actions electronically regarding their accounts and there
may be future additional ability for members to use electronic signatures; and

WHEREAS, for those electronic transactions where SamCERA Chief Executive Officer determines
that the use and acceptance of member documents containing an electronic signature is
appropriate, the Board through the adoption of Regulation 5.13 has determined that the use of
an electrotonic signature will have the same force and effect as a signed valid document; and

WHEREAS, the Board has reviewed the attached “Policy Allowing for the Use and Acceptance of
Electronic Signatures for Documents Submitted by a Member” (Policy) which describes the
technology to be developed, maintained and required for each document containing and
electronic signature; and

WHEREAS, the Board has determined that the Chief Executive Officer be delegated the authority
to apply the criteria set forth in the Policy to any technology to be used on documents
submitted by a member to SamCERA containing an electronic signature, which will ensure its
integrity , security , and authenticity so as to give it the same force and effect as a signed valid
original documents

Now THEREFORE BE IT RESOLVED that the Board hereby adopts the attached “Policy Allowing for the
Use and Acceptance of Electronic Signatures for Documents Submitted by a Member.”

* k% % *x % %
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Regularly passed and adopted, by the San Mateo County Employees’ Retirement Association,
Board of Retirement, on October 29, 2019.

Ayes, Trustees:
Noes, Trustees:
Absent, Trustees:

Abstain, Trustees:

Al David, Board Secretary
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October 29, 2019 Agenda ltem 7.4
TO: Board of Retirement

N “LH“ =
FROM: Gladys Smith, Assistant Executive Officer} - VN

SUBJECT: Approval of Board of Retirement Meeting Schedule for 2020

Recommendation
Approve the meeting schedule of the Board of Retirement for calendar year 2020.

Background

Board regulation 3.4 provides that the regular meetings of the Board shall be held on the Fourth
Tuesday of each month and shall begin at 10:00 am. It further provides that the Board may cancel
and/or approve a change in the date, time and/or location of meetings within the County, if the
proposed change is included on the agenda of a regular meeting.

Historically, the Board combines its November and December meetings due to conflicts with the
Thanksgiving and Christmas holidays, and has combined the meetings in May and June due to
conflicts with the Memorial Day holiday. It is prudent to anticipate these changes by adopting a
meeting schedule and placing it on the SamCERA website to provide public notice.

Consistent with recent years, the 2020 proposed schedule includes:

e Eleven total meetings (includes two meeting days for the retreat);

e Holding most of the meetings on the fourth Tuesday of the month;

e Convening the meetings at 10:00 a.m., except for the Board/Staff Retreat meetings;

e Holding the annual Board/Staff Retreat on March 24 (fourth Tuesday) and March 25, with
regular business taken up at 9:00 a.m., Tuesday, March 24;

e Holding no meeting in May 2019;

e Holding the June meeting on June 2, the first Tuesday of that month, rather than June 23
to space the time between the April and June meeting;

e Holding no meeting in November due to the Thanksgiving Day holiday; and

e Holding the December meeting on December 8, 2020, the second Tuesday of that month;
because of the holidays and to space the time between the October and December
meetings.

Attachment
2020 SamCERA Board Meeting Schedule



All meetings to be held at
100 Marine Parkway, Suite 160
Redwood City, CA 94065

2020 SamCERA Board Meeting Schedule

MONTH DAY WEEK & DAY TIME
JANUARY 28 FOURTH TUESDAY 10:00 A.M.
FEBRUARY 25 FOURTH TUESDAY 10:00 A.M.
MARCH 24 & 25 FOURTH TUESDAY & | 9:00 A.M. BUSINESS
(BOARD/STAFF WEDNESDAY ITEMS, FOLLOWED
RETREAT) BY RETREAT ON
MARCH 24
APRIL 28 FOURTH TUESDAY 10:00 A.M.
MAY NO MEETING NONE
JUNE 2 FIRST TUESDAY 10:00 A.M.
JULY 28 FOURTH TUESDAY 10:00 A.M.
AUGUST 25 FOURTH TUESDAY 10:00 A.M.
SEPTEMBER 22 FOURTH TUESDAY 10:00 A.M.
OCTOBER 27 FOURTH TUESDAY 10:00 A.M.
NOVEMBER NO MEETING NONE
DECEMBER 8 SECOND TUESDAY 10:00 A.M.
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