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A strong structure begins with a solid foundation. This section provides the essential
background and context for understanding the pension system’s mission, governance, and
goals. Just as a well-built foundation supports everything above it, these fundamentals
sustain our long-term commitment to members and employers. With careful planning,
transparency, and a clear vision, our foundation lays the groundwork for stability and

endurance in the years ahead.






Letter of
Transmittal

Address: 100 Marine Parkway, Suite 125, Redwood City, CA 94065
Phone: (650) 599-1234
Web: www.samcera.gov

Email: samcera@samcera.org SCOtt HOOd
Chief Executive Officer

To: SamCERA’s Members, Benefit Recipients, Employers, and Board Trustees

| am pleased to present the Annual Comprehensive Financial Report (ACFR) of the San Mateo
County Employees’ Retirement Association (SamCERA) for the fiscal year ended June 30, 2025.
This report is intended to provide an overview of SamCERA's financial, investment, and
actuarial information for the fiscal year just ended and reflects our ongoing commitment to
strong governance, transparency, and service excellence.

Under Government Code 31593, SamCERA is required to conduct an annual audit and report
upon its financial condition. The financial audit performed by Brown Armstrong Accountancy
Corporation (Brown Armstrong), a certified public accounting firm, denotes that SamCERA's
financial statements are presented fairly in all material respects and in conformity with
Generally Accepted Accounting Principles (GAAP) in the United States of America. The
auditor’s report is located on pages 29-31.

Management acknowledges its responsibility for the entire contents of the ACFR, in addition
to its responsibility for maintaining an adequate internal control framework to provide
reasonable, rather than absolute, assurance that the financial statements are free of material
errors. Management’s Discussion and Analysis (MD&A) is presented on pages 32-42, providing
a narrative analysis of the basic financial statements. MD&A complements this letter of
transmittal and should be read in conjunction with it.

Strength at Its Foundation, Designed to Endure

This year’s theme, “Strength at Its Foundation, Designed to Endure,” reflects the ongoing
mission of our pension system: to provide long-term security and benefits to SamCERA’s
membership and their beneficiaries. Just as a lasting structure depends on a strong
foundation, our system is built on principles of fiscal responsibility, prudent investment, and
steadfast integrity. With these supports in place, we are designed to endure, ensuring that our
system remains strong for generations to come.

2025 ANNUAL COMPREHENSIVE FINANCIAL REPORT 11



Administrator’s Letter of Transmittal

Notable Accomplishments in Fiscal Year 2024-25

Guided by this theme, SamCERA advanced several initiatives to strengthen our services,
security, and outreach. Highlights include:

¢ Launching a new SamCERA website with a modern design and intuitive navigation to
better connect members with resources.

¢ Introducing Multi-Factor Authentication for MySamCERA accounts, adding an essential
layer of security to protect member information.

e Requiring stronger, more secure passwords across the member portal to further
enhance cybersecurity measures.

o Expanding member outreach by hosting educational events, webinars, and engagement
opportunities to help members understand their benefits and retirement planning
options.

o Initiating the transition to the “.gov” domain which helps safeguard SamCERA’s online
presence, provides opportunities for enhanced cybersecurity support, and adds
credibility to our digital communications.

These accomplishments reflect our commitment to balance innovation with security, while
continuously improving the member experience.

Looking ahead, SamCERA remains steadfast in its focus on long-term sustainability, its
commitment to preserving a well-funded system, its ability to adapt to evolving economic
conditions, and its ongoing efforts to enhance the member experience through all appropriate
and effective means.

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
(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 a fiduciary for all SamCERA
members and their beneficiaries under the California Constitution, Article XVI, Section 17 and
the CERL, is responsible for administering the retirement system. The duties of the Board, its
officers, and its employees are to prudently manage plan assets and to fund all earned
benefits while minimizing employer contributions and operational expenses whenever
possible.

12 2025 ANNUAL COMPREHENSIVE FINANCIAL REPORT
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The Board consists of nine Trustees. Four seats are appointed by the County 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 Retired Members), and
the County Treasurer by virtue of the publicly elected office. All Trustees serve for a term of
three years except the County Treasurer, who serves a term of four years. In addition, there
are two alternates: one elected Safety Member Alternate and one elected Retired Member
Alternate. Board Officers for fiscal year 2024-25 were Alma Salas, Chair; Kimathi Marangu, Vice
Chair; and Sandie Arnott, Secretary. Other members of the Board were Laurel Finnegan, Kurt
Hoefer, Katherine O’Malley, Elaine Orr, Rachel Perkel, and Robert Raw. Alternate Trustees
were April DeCarsky and Nicole McKay.

The Board has adopted the Regulations of the Board of Retirement and separate policies that
govern the plan. Among these are SamCERA’s Mission & Goals, Investment Policy Statement,
Conflict of Interest Code, and Code of Conduct; all of which reflect the Board’s guiding
principles. The Board annually adopts an operating budget for the administration of SamCERA,
which is discussed in the Financial Section beginning on page 29. A breakdown of the budget
allotment versus actual expenses is presented on pages 73-77. In addition, the Board has
authorized the execution of contracts for the professional services of an actuary, an
investment consultant, investment managers, a global custodian, a financial auditor, and a
medical advisor 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 serving its members (including beneficiaries), participating
employers, and the Board in accordance with the high standards set forth in SamCERA’s
Mission & Goals statements. SamCERA’s staff are sworn to carry out their fiduciary duties in
accordance with 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 89% of
SamCERA’s active members are General Members while the remaining are public safety
employees classified as Safety or Probation Members.

Financial

The annual financial audit performed by Brown Armstrong is to ensure that SamCERA’s
financial statements are fairly presented in conformity with GAAP. During the audit, internal
controls are reviewed to ensure that SamCERA has adequate controls in place to ensure
reliable financial reporting and to comply with prevailing laws and regulations. This year we
received a clean opinion again from our auditor, reflecting that our financial statements are

2025 ANNUAL COMPREHENSIVE FINANCIAL REPORT 13
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fairly presented in all material aspects in accordance with GAAP. The auditor’s report is
presented on pages 29-31. 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 contributions are due. Benefits and refunds are recognized when due
and payable in accordance with plan terms. Investments are reported at fair value.

Investments

SamCERA’s portfolio fair value was $7.2 billion as of June 30, 2025, with an increase of $732.1
million, mostly from portfolio appreciation and supplemental contributions from the County.

The portfolio returned 10.6% net of investment management fees for the fiscal year ended
June 30, 2025, and underperformed SamCERA’s policy benchmark return of 10.9% by 0.3%.
Despite this underperformance, the net return of 10.6% exceeded the assumed earnings rate
of 6.25% by 4.35%.

Actuarial Valuation

SamCERA continues to be a statewide leader in funding assumptions and is pleased to be
ranked the 2nd most actuarially conservative among California retirement systems in a May
2025 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
continued high ranking is due mainly to its relatively low assumed earnings rate of 6.25%,
funding method, and amortization structure. Beginning July 1, 2024, all outstanding Unfunded
Actuarial Accrued Liability (UAAL) layers were consolidated into a single layer and amortized
over a 15-year period. Any subsequent gains and losses are reflected over new 15-year
amortization periods.

SamCERA engages an independent actuarial consulting firm, Milliman, Inc. (Milliman), to
conduct the annual actuarial valuation of its pension plan. The purpose of this valuation is to
assess the magnitude of the benefit commitments, compare that with the assets expected to
be available to support those commitments, determine the funding ratio, and establish
employer and employee contribution rates for the upcoming fiscal year.

Triennially, the plan’s actuary conducts an actuarial experience study so that appropriate
assumptions can be adopted for valuing the plan’s assets and liabilities. The most recent
triennial experience study was completed in 2023, and the next study will be conducted next
year in 2026.

SamCERA also triennially engages an independent actuarial consulting firm to audit the
triennial experience study and the annual actuarial valuation of its pension plan conducted by
Milliman. The purpose of the actuarial audit is to confirm that the results reported by
Milliman can be relied upon and that their actuarial methods comply with the Actuarial
Standards of Practice. The last triennial audits were completed in 2023, and the next actuarial
audit will be conducted next year in 2026.

14 2025 ANNUAL COMPREHENSIVE FINANCIAL REPORT
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Plan Funding Status

SamCERA strives to fully fund the system’s liabilities while maintaining employer contributions,
as a percentage of pay, as level as possible. The funding ratio serves as a good indicator of
whether the plan is financially sound and able to fulfill its liabilities on an ongoing basis.

Milliman’s 2025 valuation determined that the plan’s funding ratio increased to 89.3% as of
June 30, 2025, from 87.6% a year ago. The increase was primarily due to investment income
from favorable market conditions, as all four composites had positive returns for the fiscal
year, and from supplemental contributions from the County.

The employer statutory contribution rate, which is comprised of the Employer Normal Cost
rate and a separate component to amortize the UAAL, decreased slightly by 0.59% to 25.91%
of pay for fiscal year beginning July 1, 2026. The employer normal cost rate for all plans
combined decreased slightly to 11.42% of pay for fiscal year 2026, from 11.61% for fiscal year
2025, and the portion that funds the UAAL decreased 0.4% to 14.49% for fiscal year 2026.

Supplemental Contributions

In January 2025, a second Memorandum of Understanding (MOU) was executed between the
County and SamCERA in which the County continued its commitment to accelerate the pay
down of its UAAL by making supplemental contributions, which is separately accounted for in
the County Supplementary Contribution Account (CSCA). Along with the earnings, the balance
in the CSCA has grown to $261.1 million as of June 30, 2025. In September of 2015, the District
also entered into an MOU with SamCERA to make supplemental contributions, which is
deposited in the District Supplementary Contribution Account (DSCA), to pay down its UAAL.
The DSCA balance amounted to $1,525 as of June 30, 2025.

Cost-of-Living Adjustment

The Board of Retirement approved a Cost-of-Living Adjustment (COLA) effective April 1, 2025,
for SamCERA retirees and beneficiaries. The COLA was between 2.0% and 3.0%, dependent on
the COLA limit of each plan.

e The COLA for Plan 1 General, Safety, and Probation members was 3.0%.
e The COLA for Plan 2 members was 3.0%.
e The COLA for Plans 4, 5, 6, and 7 members was 2.0%.
e Plan 3 does not provide a COLA.
Strategic Planning

SamCERA’s strategic plan continues to evolve as our organizational needs change. Current
priorities focus on prudent investment management, enhanced risk management, operational
efficiency, governance, and member service. These priorities ensure that SamCERA remains
well-positioned to navigate future challenges and opportunities.

2025 ANNUAL COMPREHENSIVE FINANCIAL REPORT 15
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e MISSION STATEMENT

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

e VISION STATEMENT

To be a well-governed and financially sound public retirement system through effective
management, prudent investment, and efficient administration of benefits.

e GOALS
- Provide high quality services and information to members and other stakeholders.

- Manage assets prudently and cost-effectively to assure the retirement system is
adequately funded and all earned benefits are paid timely.

-~ Improve operating efficiency and effectiveness to minimize cost.
e FOCUS PRIORITIES

- Manage the complexities of the investment program by balancing liabilities against
expected returns and inherent market risks.

— Prepare for and effectively navigate periods when cash outflows exceed
contributions.

- Enhance risk management measures regarding cybersecurity and data recovery
capabilities, the investment program, and financial accounting.

— Align SamCERA’s resources and organizational capabilities with its operational,
administrative, and logistical needs through workforce planning and office space
management.

- Strengthen and improve the Board governance model to ensure continued positive
development towards a strategic focus.

— Enhance the member experience.

Certificate of Achievement and Acknowledgments

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to SamCERA for
its annual comprehensive financial report (ACFR) for the fiscal year ended June 30, 2024. This
was the twenty-eighth consecutive year that SamCERA has achieved this prestigious award.
To be awarded a Certificate of Achievement, a government must publish an easily readable
and efficiently organized annual comprehensive financial report. This report must satisfy
both generally accepted accounting principles and applicable legal requirements. The
certificate is reproduced on page 18. A Certificate of Achievement is valid for a period of one
year. We believe that our current ACFR continues to meet the Certificate of Achievement
Program’s requirements, and we are submitting it to GFOA to determine its eligibility for
another certificate.
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SamCERA is also the recipient of the GFOA Award for Outstanding Achievement in Popular
Annual Financial Reporting (PAFR) for the fiscal year ended June 30, 2024, and has received
this honor for the past twenty-two years. The award is reproduced on page 19.

Additionally, the Public Pension Coordinating Council (the Council) presented SamCERA with
its Public Pension Standards Award for 2024. 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 three 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 ACFR, in a timely manner, reflects the combined efforts of SamCERA’s
management and staff under the leadership, dedication, and support of the Board.

Acknowledgments

The strength of SamCERA lies not only in its financial foundation but also in the people who
guide and support it. We extend our gratitude to our stakeholders for their trust and
partnership, which form the bedrock of our mission.

Thank you to the staff and management team at SamCERA for their dedication in serving our
members and for their efforts in producing this year’s ACFR. | would also like to express my
sincere appreciation to the Board of Retirement and to our consultants — Brown Armstrong,
and Milliman, Inc. — whose professionalism and expertise continue to support our success.

On a personal note, | have announced my plan to retire in 2026. It has been an honor to
serve SamCERA’s members, employers, and the Board of Retirement. While leadership may
change, SamCERA’s strong foundation, dedicated staff, and steadfast governance will
continue to thrive. The Board and staff are well prepared to carry on this mission with the
same commitment and integrity that have always guided this organization — carrying
SamCERA forward with strength at its foundation, designed to endure.

Respectfully submitted,

cael

T_—

Scott Hood
Chief Executive Officer
October 23, 2025
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Mission & Goals

Mission

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

@ Provide high quality services and information to members and other
stakeholders.

@ Manage assets prudently and cost-effectively to assure the retirement
system is adequately funded and all earned benefits are paid timely.

Improve operating efficiency and effectiveness to minimize cost.




Board of Retirement ...

The Board of Retirement at SamCERA is comprised of nine members and two alternates. The Board
includes the San Mateo County Treasurer, appointees of the Board of Supervisors, and elected
members chosen by the active and retiree SamCERA membership groups. As the governing body
of SamCERA, the Board has a variety of responsibilities including management, administration,
and investments of the retirement fund.

Alma Salas Kimathi Marangu  Sandie Arnott
Chair Vice Chair Secretary

Elected by the Appointed by the Ex. Officio per

Retired Members Board of Supervisors the 1937 Act

Eighth Member Fifth Member First Member

Katherine O’Malley Laurel Finnegan Elaine Orr
Board Member Board Member Board Member
Elected by the Elected by the Appointed by the
General Members General Members Board of Supervisors
Second Member Third Member Fourth Member
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