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SAMCERAõS M ISSION AND  GOALS 

SAMCERAõS M ISSION 

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

 

 

SAMCERAõS GOALS 

Provide caring, fair, accurate, timely and 
knowledgeable professional service to 
SamCERAôs clients and the public. 
Prudently manage the assets in order to 
appropriately fund the actuarial liabilities of 
the retirement system and assure the ability 
to pay all earned benefits while minimizing 
the costs to its employers. Constantly 
improve the effectiveness of SamCERAôs 
services and the efficiency of its operations. 
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A DMINISTRATORõS LETTER OF TRANSMITTAL 

San Mateo County Employeesõ Retirement Association |  100 Marine Parkway, Suite 125 |  Redwood City, CA 94065 

Phone: 650 -599-1234 |  Toll Free:  1-800-339-0761 |  Fax: 650-591-1488 |  samcera@samcera.org  

Board of Retirement 
San Mateo County Employeesô Retirement Association 

  

Dear Trustees: 

  

I am pleased to present the Comprehensive Annual Financial Report (CAFR) 
of the San Mateo County Employeesô Retirement Association (SamCERA) for 
the fiscal years ending June 30, 2012, and June 30, 2011. 

SamCERAôs management is responsible for the accuracy of the data; the 
complete, full disclosure of all matters of material consequence and the 
fairness of the presentation.  Managementôs discussion and analysis of the data 
may be reviewed on pages 24-33.    

SamCERAôs management is also responsible for establishing and maintaining 
appropriate internal controls designed to provide reasonable assurance that 
SamCERAôs assets are protected from loss, theft, or misuse.  The concept of 
reasonable assurance recognizes that the cost of a control should not exceed 
the benefits likely to be derived and that the valuation of costs and benefits 
requires estimates and judgments by management. Sufficient internal controls 
exist to provide reasonable assurance regarding the safekeeping of assets and 
the fair presentation of the financial statements and supporting schedules.   As 

C. David Bailey  
SamCERA 

Chief Executive Officer  

ADMINISTRATORõS LETTER OF TRANSMITTAL 

mailto:samcera@samcera.org


10 | I NTRODUCTORY SECTION |  

 

SAM CERA COMPREHENSIVE ANNUAL FINANCIAL REPORT | 2012  

Chief Executive Officer, I hereby certify that 
SamCERAôs system of internal controls is 
adequate and that this report accurately, 
completely, fully and fairly discloses all 
matters of material consequence. 

The Brown Armstrong Accountancy 
Corporation provides audit services to 
SamCERA. The financial audit ensures that 
SamCERAôs financial statements are 
presented in conformity with generally 
accepted accounting principles and are free 
of material misstatements.  Internal controls 
are reviewed to ensure that SamCERAôs 
operating policies and procedures are being 
adhered to and that the controls are 
sufficient to ensure accurate and reliable 
financial reporting and to safeguard 
SamCERAôs assets. This report has been 
prepared in accordance with accounting 
principles generally accepted in the United 
States of America as promulgated by the 
Governmental Accounting Standards Board 
(GASB).  

SamCERAôs financial statements are 
prepared on the accrual basis of accounting.  
Revenues are taken into account when 
earned, regardless of the date of collection.  
Expenses are recorded when the 
corresponding liabilities are incurred, 
regardless of when payment is made.  
Investments are reported at fair value.  The 
Financial Section of this report contains 
SamCERAôs financial statements, required 
supplementary schedules, and supporting 
schedules. 

SamCERAôs funding goal is to prudently 
manage plan assets in order to appropriately 
fund the actuarial liabilities of the retirement 
system and assure the ability to pay all 

earned benefits while minimizing the costs 
to employers. 

SamCERA engages an independent actuarial 
consulting firm, Milliman, Inc., to conduct 
an annual actuarial valuation of the plan.  
The purpose of the 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.  Every 
third year SamCERA instructs its actuarial 
firm to perform an actuarial experience 
study.  SamCERA strives to provide the most 
recent financial and actuarial data in its 
annual report. Therefore, the actuarial 
valuation of June 30, 2012, is used in this 
CAFR.    

Authority, Responsibilities & Duties  

SamCERA was created by the Board of 
Supervisors in 1944, pursuant to the 
provisions of Californiaôs County Employees 
Retirement Law of 1937 (the ó37 Act) and 
County Ordinance 564.  

SamCERA provides retirement, disability 
and death benefits for its eligible members in 
accordance with the provisions of Section 17 
of Article XVI of the Constitution of the 
State of California, the County Employees 
Retirement Law of 1937 commencing at 
Government Code Section 31450 as well as 
applicable statutes, regulations and case law. 

The Board of Retirement (the Board) serves 
as fiduciary for all of SamCERAôs members.  
The Board is responsible for administering 
the provisions of the ó37 Act that the Board 
of Supervisors has made applicable to San 

ADMINISTRATORõS LETTER OF TRANSMITTAL 
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Mateo County.  The Board of Retirement 
has adopted its Mission & Goals; Statement of 
Strategic Services; Regulations of the Board of 
Retirement; SamCERAôs Investment Policy; 
SamCERAôs Sources, Uses and Budget Report; 
Conflict of Interest Code; Code of Fiduciary 
Conduct and Delegation of Authority, et al to 
document the Boardôs policies.  In addition, 
the Board has executed contracts for the 
professional services of an actuary, 
investment consultant, investment 
managers, a global custodian and a medical 
advisor to help the Board fulfill its duties.  
The Boardôs professional consultants are 
highlighted in the organizational chart on 
page 20. 

SamCERAôs Chief Executive Officer (the 
CEO) is responsible for the day-to-day 
operations of the association.  The CEO 
serves at the pleasure of the Board of 
Retirement and manages SamCERAôs 
operations in accordance with the Boardôs 
Delegation of Authority and all applicable laws, 
regulations, resolutions and rules.  
SamCERAôs staff of twenty full-time 
employees is responsible for assuring that 
the needs of the members, employers and 
Board are met in accordance with the high 
standards set forth in SamCERAôs Mission & 
Goals statement.  SamCERAôs staff is sworn 
to carry out its fiduciary duties in accordance 
with staffôs Code of Fiduciary Conduct and the 
staffôs own high Performance Standards. 

SamCERAôs members include all permanent 
employees of the County of San Mateo, the 
San Mateo County Mosquito and Vector 
Control District, the Superior Court of the 
County of San Mateo, all vested former 
employees who elected deferred retirement, 
and all current retirees and benefit 
recipients.  More than 85% of SamCERAôs 

members are classified as General Members.  
General Members are covered by the 
applicable provisions set forth in the ó37 Act 
and the laws and rules governing federal 
Social Security benefits. The remainder of 
SamCERAôs members are law enforcement 
employees classified as Safety Members or 
Probation Safety Members.  These members 
are covered by specific Safety Member 
provisions of the ó37 Act but are not covered 
by Social Security. 

I encourage you to review the following 
narrative introduction as well as the 
Managementôs Discussion and Analysis 
beginning on page 24.  

Looking Backward and Forward  

Trustees 

The officers for the Board of Retirement at 
the end of the 2011-2012 fiscal year were Al 
David, Chair; Sandie Arnott, Vice Chair; 
and Natalie Kwan Lloyd, Secretary.  These 
officers were first elected in October 2010 
and, thus, initially served less than a full year 
term.  They were reelected to full terms for 
the 2011-2012 fiscal year.    

Other members of the 2011-2012 Board 
were:  Eric Tashman, David Spinello, Paul 
Hackleman, Ben Bowler, Michal Settles, 
and Lauryn Agnew.  Alternate trustees were 
Alma Salas, Safety Alternate, and John 
Murphy, Retiree Alternate.  

Each Board term is three years. The 
SamCERA Board of Retirement consists of 
nine members.  Four positions are 
appointed by the Board of Supervisors.  Four 
members are elected from the membership.  

ADMINISTRATORõS LETTER OF TRANSMITTAL 
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The County Treasurer is a member of the 
Board by virtue of her office. 

Appointments and Elections  

Eric Tashman, a Public Finance Partner in 
the San Francisco office of law firm Sidley 
Austin LLP, was reappointed by the Board of 
Supervisors to the Fourth Member seat. He 
was first appointed in 2009. Lauryn Agnew, 
a Principal at Seal Cove Financial and Chair 
of the Investment Committee at United Way 
of the Bay Area, was reappointed to the 
Sixth Member seat. Her current term 
commenced in 2009.  She has served on the 
Board on prior occasions. 

The County Elections Division conducted 
an election on behalf of the retirement 
association on June 11, 2012, for the Safety 
Member seat on the Board of Retirement. As 
part of the Safety Member Election, an 
Alternate Safety Member was also elected. 

David Spinello, a Deputy with the San 
Mateo County Sheriffôs Office, was elected 
for the second time to the Safety Member 
seat (the Seventh Member).  He has been 
with the Sheriffôs Office for 10 years.  He 
was first elected to the Retirement Board in 
2009.  Christopher Miller was elected as the 
Safety Alternate.  Mr. Miller is a Group 
Supervisor II and a Probation Department 
Association (PDA) representative for the 
Juvenile Hall Staff. He has been with the 
county since 2005. 

With Mr. Millerôs election, Alma Salas gave 
up her seat on the Board.  Ms. Salas served 
as either the Safety Member or Safety 
Alternate for 11 years.  

One of two General Member seats on the 
Board (the Second Member seat) was also up 
for election at the end of 2011-2012.  
Incumbent Al David ran unopposed and 
was, therefore, deemed elected. Mr. David is 
Director of Administrative and Information 
Services for the San Mateo County Human 
Services Agency (HSA). He is also a retired 
Army Reserve Lieutenant Colonel.  He was 
first elected to the Retirement Board in 
2008. 

Investments  

The Board of Investments adopted and 
annually reviews an Investment Policy that 
provides a framework for the management of 
SamCERAôs investments. This policy details 
SamCERAôs investment policies and 
objectives and defines the principal 
investment responsibilities of the Board, the 
investment staff, investment managers, 
master custodian, and consultants. A 
pension fundôs strategic asset allocation 
policy, implemented in a consistent and 
disciplined manner, is generally recognized 
to have the most impact on a fundôs 
investment performance.  The asset 
allocation process determines a fundôs 
optimal long-term asset mix (target 
allocation), which is expected to achieve a 
specific set of investment objectives.  
Diversification of the investments is 
designed to lower the volatility of returns 
while optimizing the expected return for the 
level of risk taken.  SamCERA pursues an 
investment strategy that reduces risk through 
the prudent diversification of the portfolio 
across a broad selection of distinct asset 
classes.  

After strong returns of approximately 13% 
and 24%, respectively, in fiscal years 2009-

ADMINISTRATORõS LETTER OF TRANSMITTAL 
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2010 and 2010-2011, in fiscal year 2011-
2012 SamCERAôs returns were flat, ending 
the year up 0.03%.  A downgrade of the 
credit rating for the U.S. government and a 
continuing debt crisis in Europe were the 
main drags to performance for institutional 
investors. 

Staffing  

SamCERA began a nationwide search for a 
Chief Investment Officer (CIO) in 2011-
2012.  Toward the end of the year, Michael 
Coultrip accepted SamCERAôs offer to 
become the associationôs next CIO.  Prior to 
coming to SamCERA, Mr. Coultrip was 
Director, Pensions and Investments, for the 
$15 billion defined benefit plan of the 
Raytheon Corp. 

Gary Clifton, former CIO, retired after a 23-
year career with SamCERA in June 2012. 

Actuarial Valuation  

In consultation with its actuarial services 
consultant, Milliman, Inc., in May 2012, the 
SamCERA Retirement Board lowered its 
investment earnings assumption from 7.75% 
to 7.50%, beginning with the 2012-2013 
fiscal year.  The decision was based in part 
on a review of the capital market projections 
of several top investment consulting firms in 
the U.S.  SamCERA conducts an actuarial 
valuation every year and will continue to 
make the earnings assumption a focus of its 
annual actuarial work.  

Legislation and Plan Changes  

San Mateo County concluded negotiations 
with its bargaining units during the fiscal 

year.  The resulting agreements reduced 
retirement formulas for new hires and 
shifted some costs.  SamCERA staff created 
new forms for new hires, revised 
publications and reprogrammed its pension 
system software.  As of September 2012, new 
statewide legislation was passed that will 
require a similar effort. 

Cost of Living Allowance  

SamCERA members who retired on or 
before April 1, 2012, received a Cost of 
Living Adjustment (COLA) of between 2.0% 
and 2.5%. The COLA amount for Plan 1 
and Plan 2 was 2.5%, while the Plan 4 
COLA was 2.0%. Plan 3 provisions do not 
provide for a COLA.  

Information Technology  

SamCERA embarked on a multi-year 
Technology Modernization Project during 
the fiscal year.  The project includes business 
process reengineering, implementation of an 
imaging system and replacement of 
SamCERAôs aging pension administration 
system.  LRWL is the project management 
firm.  These projects are expected to be 
complete in three to five years. 

SamCERA completed a number of budgeted 
technology improvement projects during the 
fiscal year, including server infrastructure 
upgrades, addition of more backup power 
supplies, upgrade of the WiFi network, 
addition of a documentation server to 
centrally store user manuals, documentation 
and emergency procedures.  The association 
also implemented a number of pension 
software enhancements required by the 

ADMINISTRATORõS LETTER OF TRANSMITTAL 
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addition of new benefit formulas for certain 
new employees. 

Strategic Planning  

The SamCERA staff held a retreat in May 
2012 and reviewed the Mission and Goals, 
discussed the strengths and weaknesses and 
opportunities and threats facing SamCERA.  
The result of these discussions was an update 
of the Strategic Plan Action Matrix.  Staff 
will conduct a full review and update of the 
plan for the 2013-2014 fiscal year.  

During the 2012-2013 fiscal year SamCERA 
will continue to pursue its three major goals, 
all of which are derived from and consistent 
with SamCERAôs mission statement: 

1. OPERATIONS GOAL 

Constantly improve the effectiveness and 
efficiency of SamCERAôs operations. 

This will include taking the next steps to 
upgrade SamCERAôs core technologies and 
assuring that staffing is adequate during the 
projects and after they are complete. It will 
also include preparing for and implementing 
new pension tiers due to the passage of 
pension reform legislation. 

2. ASSET MANAGEMENT GOAL 

Prudently manage the assets in order to 
appropriately fund the actuarial liabilities 
of the retirement association. 

Major projects under this goal include 
continuing to build out the private equity 
portfolio, welcoming and orienting a new 

Chief Investment Officer, and assuring that 
the contribution rates for all new tiers are 
accurately actuarially assessed. 

3. CUSTOMER SERVICES GOAL  

Provide caring, fair, accurate, timely and 
knowledgeable professional services to 
SamCERAôs clients and the public.  
Constantly improve the effectiveness of 
SamCERAôs services.  

This goal will include the development of a 
Comprehensive Communications Plan to 
take into account increasing member needs 
for education and working closely with the 
County staff to assure that new tiers and 
other system changes resulting from pension 
reform are implemented properly. 

Each goal has a number of specific projects 
designed to achieve it.  The projects 
incorporate ideas generated during all seven 
staff retreats beginning in 2005.  The plan 
follows the recommended steps for strategic 
planning from the Government Finance 
Officers Association.  

Certificate of Achievement and 

Acknowledgements  

For the fifteenth 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 SamCERAôs CAFR for the 
year ended June 30, 2011.  The certificate is 
reproduced on page 16. 

SamCERA is also the recipient of the GFOA 
Award for Outstanding Achievement in 

ADMINISTRATORõS LETTER OF TRANSMITTAL 



| I NTRODUCTORY SECTION  | 15  

 

SAM CERA COMPREHENSIVE ANNUAL FINANCIAL REPORT | 2012  

Popular Annual Financial Reporting (PAFR) 
for the ninth year running.  The association 
received this honor for the PAFR for the 
fiscal year ended June 30, 2011. 

These awards recognize contributions to the 
practice of government finance exemplifying 
outstanding financial management; in doing 
so, they stress practical, documented work 
that offers leadership to the profession.  
 
The Public Pension Coordinating Council 
(the Council) presented SamCERA its 
Public Pension Standards Award for 2011.  
The 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 17. 

The compilation of the Comprehensive 
Annual Financial Report in a timely manner 
reflects the combined efforts of SamCERAôs 

staff under the leadership, dedication and 
support of the Board of Retirement.   

The association continues to maintain the 
highest financial reporting standards while 
providing quality services to its members.  I 
am sincerely grateful to the SamCERA 
Board of Retirement and staff who perform 
so diligently to ensure the successful 
operation and financial soundness of  
SamCERA.  

 

Respectfully submitted, 

 

C. David Bailey  
Chief Executive Officer 
October 15, 2012 

ADMINISTRATORõS LETTER OF TRANSMITTAL 
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GFOA C ERTIFICATE OF A CHIEVEMENT 

GFOA C ERTIFICATE OF ACHIEVEMENT 
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PPCC PUBLIC PENSION STANDARDS A WARD 

PPCC PUBLIC PENSION STANDARDS AWARD 
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MEMBERS OF THE BOARD OF 

RETIREMENT  

Sandie Arnott  
Ex Officio per the 1937 Act, 

First Member  

Sandie Arnott is the San 
Mateo County Treasurer/ 
Tax Collector. She first 
began serving in this office 

in January 2011. She served as Assistant 
County Treasurer for many years during 
which she was also active on the Retirement 
Board. Currently she is the Board Vice 
Chair. Her current term as Treasurer/Tax 
Collector runs through the end of 2014. 

Albert David  
Elected by the General 

Members, Second Member  

Albert David is Director of 
Administrative and 
Information Services for the 
San Mateo County Human 

Services Agency (HSA). He is also a retired 
Army Reserve Lieutenant Colonel. He was 
first elected to the Retirement Board in 
2008 and serves as Board Chair.  He was re-
elected for a second full term in 2012.  His 
term will expire June 30, 2015. 

Natalie Kwan Lloyd  
Elected by the General 

Members, Third Member  

Natalie Kwan Lloyd is an 
Appraiser in the San Mateo 
County Assessorôs Office. 
She joined the board in July 

2008 to serve out the unexpired term of 
Tom Bryan. She is currently the Board 
Secretary. In June 2010 she was elected to a 
full term which will expire June 30, 2013. 

Eric Tashman  
Appointed by the Board of 

Supervisors, Fourth 

Member  

Eric Tashman is a public 
finance partner in the San 
Francisco office of law firm 
Sidley Austin LLP, where 

he is head of the firmôs West Coast public 
finance practice group. He was appointed by 
the Board of Supervisors in 2009, and 
reappointed in 2012. He is a member of the 
Audit Committee. His term expires June 30, 
2015. 

Benedict J. Bowler  
Appointed by the Board of 

Supervisors, Fifth Member  

Benedict Bowler is the 
Treasurer of Matson, Inc. 
He was appointed in 
August 2008 to fill the 
unexpired term of Scott 

Lee. He is Chair of the Investment 
Committee. In June 2010 he was 
reappointed to a full term, which will expire 
June 30, 2013. 

Lauryn Agnew  
Appointed by the Board of 

Supervisors, Sixth Member  

Lauryn Agnew is a 
Principal at Seal Cove 
Financial and Chair of the 
Investment Committee at 
United Way of the Bay 

Area. She was appointed by the Board of 
Supervisors in 2009, and reappointed in 
2012.  She is a member of the SamCERA 
Investment Committee. Her term expires 
June 30, 2015. 

 

MEMBERS OF THE BOARD OF RETIREMENT 
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David Spinello  
Elected by the Safety 

Members, Seventh Member  

David Spinello is a Deputy 
with the San Mateo County 
Sheriffôs Office. He was 
elected to the board in 2009 

and reelected in 2012. He is a member of 
the Audit Committee. His term expires on 
June 30, 2015. 

Paul Hackleman  
Elected by the Retired 

Members, Eighth Member  

Paul Hackleman was elected 
in June 2010 to serve as the 
Retired Member of the 
Board of Retirement. Paul 
served as the county 

Benefits Manager from 1982 through March 
2008. Today he is the head of I.C. Benefits 
Consulting. His term will expire June 30, 
2013. 

Michal Settles  
Appointed by the Board of 

Supervisors, Ninth Member  

Michal Settles is a business 
professor at the City 
College of San Francisco. 
Her teaching experience 
also includes The University 

of San Francisco, Saint Maryôs College, and 
San Francisco State University. For more 
than 10 years she served as the chair of the 
San Francisco Bay Area Rapid Transit 
District (BART) Investment Plans 
Committee. She was appointed by the Board 
of Supervisors in June 2011. Her term will 
expire June 30, 2013. 

 

John Murphy  
Elected by the Retired 

Members, Retiree 

Alternate  

John Murphy was 
appointed by the Board of 
Retirement in July 2006 to 
serve as the Retiree 

Alternate. He was elected to the alternate 
position in June 2007 and again in 2010. He 
substitutes in the absence of the Eighth 
Member and his term will expire June 30, 
2013. 

Alma Salas  
Elected by the Safety 

Members, Safety Alternate  

Alma Salas is a Probation 
Services Manager with San 
Mateo County. Alma 
joined the board in May of 
2001. She served as Board 

Chair during the 2004 - 2005 fiscal year. She 
was elected to serve as the Safety Alternate 
beginning July 2006. In this role she will 
substitute in the absence of the Second, 
Third, or Seventh Member.  Her term 
expires on June 30, 2012. 

MEMBERS OF THE BOARD OF RETIREMENT 
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FINANCIAL SECTION 

Fairmont Park, Pacifica  
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INDEPENDENT AUDITORõS REPORT 


