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Telephone: (707) 463-4328
(707) 467-6473
Fax: (707) 467-6472

James M. Andersen
Retirement Administrator

MENDOCINO COUNTY
EMPLOYEES' RETIREMENT ASSOCIATION
625-B KINGS COURT
UKIAH, CALIFORNIA 95482-5027

August 4, 2010

Board of Retirement

Mendocino County Employees’ Retirement Association
Ukiah, CA 95482

Dear Board Members:

Please find enclosed the annual financial repoth@Mendocino County Employees’ Retirement Asdamia
(MCERA) for the fiscal year ending June 30, 2009.

MCERA is a multi-agency public employees’ retiremgystem, established by the County of Mendocindamuary
1, 1948. MCERA is operated and administered byBib&rd of Retirement (Board) to provide retiremeligability,
death and survivors benefits for its members uttteCalifornia State Government Code, Section 3kt5@q.
(County Employees’ Retirement Law of 1937).

Report Contents

MCERA management is responsible for both the acguphthe data and the completeness and fairnetse of
presentation of financial information within thi®\€R, including all disclosures. The Comprehengiwmaual
Financial Report is divided into four sections:

Thelntroductory Sectiodescribes the organization and structure of MCER&uding this transmittal letter and a
list of professional consultants.

TheFinancial Sectiorpresents the basic financial statements, repdheoindependent auditor, management
discussion and analysis and supplemental schedntesotes to the financial statements.

Thelnvestment Sectioreports on investment activity, investment poliagset allocation and diversification and
historical investment performance.

TheActuarial Sectiorcommunicates the Plan’s funding status and presefdted actuarial information. It also
contains the actuarial certification, actuarialusmsgtions and statistics and general plan infornmatio



Introduction

MCERA and its Services

MCERA was established by Mendocino County to previetirement allowances and other benefits to geéaed
safety members employed by Mendocino County. @tigrélendocino County and 2 participating agenaes
members of MCERA. The participating agencies are:

Mendocino County Superior Courts
Russian River Cemetery District

MCERA is governed by the California Constitutioime tCounty Employees Retirement Law of 1937 (CERDY the
bylaws, regulations, policies and procedures adbpyethe Board of Retirement. The Mendocino Cousudgrd of
Supervisors may also adopt resolutions, as peuriyeCERL, which may affect benefits to MCERA memsbe

The Board of Retirement is responsible for the rganaent of MCERA and is comprised of nine membedsare
alternate member, the alternate member is a redltemate. Four board members are appointedeéivigmdocino
County Board of Supervisors, one board membeestet by the safety members, two board memberlected by
the general members, and one board member anttéheate retiree member are elected by the retirechbers.
The County Treasurer serves as an ex-officio memBeard members, with the exception of the Colmgasurer,
serve three-year terms with no term limits.

Financial Information

The accompanying financial statements are prepssied the accrual basis of accounting. Contribwgtiivam
employers and members are recognized as revenueesneed. Expenses are recorded when corresponding
liabilities are incurred, regardless of when paymeilue or made. Investments are recorded dathmarket value
of the assets.

An overview of MCERA's fiscal operations for theayeended June 30, 2009, is presented in Managesnent’
Discussion and Analysis (MD&A) located in the fim#ad section of the CAFR. This transmittal lett@gether with
MD&A, provides an expanded view of the activitigdMCERA.

MCERA'’s independent auditor, Jim Sligh, CPA, haditad the accompanying financial statements. Mamant
believes an adequate system of internal contiial igace and the accompany statements, schedulesldles are
fairly presented and free from material misstateisien

Actuarial Funding Status

MCERA'’s funding objective is to meet long-term bénhebligations by maintaining a well-funded pla@atsis and
obtaining optimum investment returns. Pursuai@ERL, MCERA engages an independent actuary to parém
actuarial valuation of the system on an annualsbaSconomic assumptions are reviewed annuallyditfchally,
every three years, a triennial experience studpmglucted, at which time non-economic assumptioasiso
updated. The most recent triennial experienceysitas conducted as of June 30, 2008 by Buck Cargslt Buck
Consultants conducted the last actuarial valua®of June 30, 2009 and determined the plan’s fignditio (ratio
of plan assets to plan liabilities) to be 83.4%ngshe recommended assumptions.
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Mendocino County issued $31 million of pension gation bonds in December 1996 and $76 million ofSen
obligation bonds in December 2002 to satisfy théudded Accrued Actuarial Liability (UAAL) for the @inty,
calculated as of that date. A more detailed dsiomsof funding is provided in the Actuarial Seatiof this report.

Investments

The Board of Retirement has exclusive control bMELERA investments and is responsible for establig
investment objectives, strategies and policiese Thlifornia Constitution and Government Code $&cti31594 and
31595 authorized the Board of Retirement to inresny investment deemed prudent in the Board’siopi

The Board has adopted an Investment Policy, whiokiges a framework for the management of MCERA'’s
investments. This policy establishes MCERA's intment objectives and defines the duties of the @oér
Retirement and investment managers. The asseatda is an integral part of the Investment Poftgtement and
is designed to provide an optimum mix of assetsglasvith return expectations to insure growth sétsto meet
future liabilities, minimize employer contributioasd defray reasonable administrative costs. MCERgages an
Investment Consultant to analyze its investmentpalnd strategy, and to conduct periodic assetation studies.
For fiscal years ended June 30, 2009 and June0B@, the Plan’s investments provided a (16.5%)(8r82%) rate
of return respectively. A summary of the assetcation can be found in the Investment Sectiomisfrieport.

Service Efforts and Accomplishments

MCERA administration and staff moved to Suite Blod# office building located at 625 Kings Court, blkj CA in
September 2007. MCERA is the legal owner of thig@building. The building was purchased as hestate
investment for MCERA and approximately 2/3 of thelding is leased to a department of the Stateadff@nia.

Acknowledgements

The compilation of this report reflects the combiréforts of people on MCERA's staff. It is intesdtito provide
reliable information as the basis for making mamagyet decisions, as a means for determining comgdiarith legal
provisions and as a means of determining respanstblvardship of the funds of MCERA. Both the aacy of the
data presented and the completeness and fairnédss pifesentation of the CAFR is the responsibdftyhe
management of MCERA.

| congratulate the Board, staff and service prawddé the Association for their commitment to MCERAd for their
diligent work to assure the continued successfalatmon of MCERA.

Respectfully submitted,

Stvied m . Ovcdlede o
L/

James M. Andersen
Retirement Administrator
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V. James Sligh

Certified Public Accountant 413 West Standley St., Suite A
Ukiah, CA 95482
Tel. & Fax (707) 462-8635
E-Mail slick@pacific.net

Board of Retirement
Mendocino County Employees’ Retirement Association
Ukiah, California

INDEPENDENT AUDITOR’S REPORT

I have audited the accompanying statement of plan net assets of the Mendocino
County Employees’ Retirement Association (Association), component unit of the
County of Mendocino, California, as of June 30, 2009, and the related statement
of changes in plan net assets for the year then ended, as listed in the table of
contents. These financial statements are the responsibility of the Association’s
management . My responsibility is to express an opinion on these financial
statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits
contained in Govermnment Auditing Standards issued by the Comptroller General of
the United States. Those standards require that I plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement
presentation. I believe that my audit provides a reasonable basis for my
opinion.

In my opinion, the financial statements referred to above present fairly, in all
material respects, the plan net assets of the Mendocino County Employees’
Retirement Association as of June 30, 2009, and the changes in plan net assets
for the year then ended, in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, I have also issued my report
dated December 31, 2009, on my consideration of the Association’s internal
control over financial reporting and my tests of its compliance with certain
provisions of laws, regulations, contracts and other matters. The purpose of
that report is to describe the scope of my testing of internal control over
financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the
results of my audit.

The Management’'s Discussion and Analysis on pages 12 through 15, and other
required supplementary information listed in the table of contents are not a
required part of the basic financial statements but are supplementary information
required by accounting principles generally accepted in the United States of
America. I have applied certain limited procedures, which consisted principally
of inquiries of management regarding the methods of measurement and presentation
of the required supplementary information. However, I did not audit the
information and express no opinion on it.
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My audit was conducted for the purpose of forming an opinion on the basic
financial statements. The introductory section, supplementary information
section, investment section, and the actuarial section are presented for purposes
of additional analysis and are not a required part of the basic financial
statements. The supplementary information, as described in the table of
contents, has been subjected to the auditing procedures applied in the audit of
the basic financial statements for the year ended June 30, 2009, taken as a
whole. The introductory, investment, and actuarial sections have not been
subjected to auditing procedures applied in the audit of the basic financial
statements and, accordingly, I express no opinion on them.

V. James Sligh, CPA
Ukiah, California
December 31, 2009
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Financial

Management’'s Discussion and Analysis

The following section provides an overview and gsial of the Mendocino County Employees’ Retirement
Association (MCERA) financial activities for theareended June 30, 2009. We encourage readelisstota
account the information presented here in conjonatith additional information we have furnishedlie financial
statements.

As is typical of a CAFR, the following informatias primarily a restatement of the Management’s i8sen and
Analysis (MD&A) section of the external audit comded for the period ending June 30, 2009. This RABntinues
to restate as accurately as possible the informatotained in the external audit. Upon reviewffdtelieves that,
while the numbers and tables are accurate, thathagof the MD&A, and by extension the CAFR, does describe
the changes in market conditions and the Assodiatiinancial condition as completely and eloqugiag we would
like. For the period ending June 30, 2010, staMGERA will be making improvements and expandihg t
narrative of the MD&A section of both financial douents.

Financial Highlights

MCERA net assets as of June 30, 2009 are $2722milllThis amount reflects a decrease of 17.9% timssets
during Fiscal Year 2008-2009, primarily as a resfith net investment loss of $61.9 million from fhver year.

MCERA'’s funding objective is to meet the long-teloenefit obligations through contributions and irtwesnt
income. As of June 30, 2009 the date of our letstaaial valuation, the funding ratio was 83.4%.gEkneral, this
indicates that for every dollar of benefits owedveel approximately $.83 %2 of assets available &ynent as of
that date.

Revenues (additions to plan assets) for the yess $436.5 million. This was comprised of $8.9 ioiill of employer
contributions, $6.8 million of member contributioaisd an investment return of $-52.2 million. Thepéoyer
contributions increased by 17.8%o(rection to Audit MD&A, due to increased contribution rates paid by the
county, and employee contributions increased b%o3ldring the fiscal year.

Expenses (deductions in plan assets) for the yesz $22.8 million, an increase of $1.7 million &b &ver the prior
year. The increase in expenses primarily came .8 million (9.3%)dorrection to Audit MD&A increase in
pension benefits. Administrative expenses incie&d§6,000 (41.3%) from the prior year.

Overview of Financial Statements

The following discussion and analysis are intenieskrve as an introduction to MCERA's financiatsements,
which are comprised of the following components:

Statement of Plan Net Assets (page 17)
Statement of Changes in Plan Net Assets (page 18)
Notes to the Financial Statements (page 19)

The Statement of Plan Net Assets is a snapshatcouat balances at year-end. It indicates thesasailable for
future payments to retirees and any current litdsliowed at this time.

12
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The Statement of Changes in Plan Net Assets praadeew of the current year additions to and dédos from
the plan. This statement covers the activity @a/ene-year period of time.

Both statements are in compliance with Governmeatiodnting Standards Board (GASB) Statements No225,
33, 34, 37, and 38. These pronouncements reggiitaic disclosures and also require the state @osal |
governments to report the full accrual method abaating. MCERA complies with all material aspeatshe
pronouncements.

The Statement of Plan Net Assets and Statemenhaf@®s in Plan Net Assets report information abdOERA
activities. These statements include all assetdiahilities, using the full accrual basisaxcounting which is
similar to the accounting used by most privateeecbmpanies. All of the current year’s revenusd expenses are
taken into account regardless of when the castcived or paid. All investment gains and losseshown at trade
date, not settlement date. In addition, both zedliand unrealized gains and losses are showrvestiments. All
capital assets are depreciated over their usets.li

Over time, increases and decreases in MCERA'sssetts are one indicator of whether its financialthas
improving or deteriorating. Other factors, suchrasket conditions, should also be considered iasueng
MCERA'’s overall financial health.

Notes to the Financial Statements provide additioriarmation that is essential to a full understeng of the data
provided in the financial statements. Please ti@kthis report also contains other supplementatimation in
addition to the basic financial statements theneselv

MCERA's Net Assets

For the Fiscal Years ended June 30, 2009 and 2008 Amount % Change
(Dollars in Thousands) Increase/ Increase/
2009 2008 (Decrease)  (Decrease)
Cash and Short Term Investments 16,021 12,552 3,469 27.6%
Receivables 1,843 3,996 (2,153) (53.9)%
Investments, at Fair Value 254,779 316,696 (61,917) (19.6)%
Total Assets 272,643 333,244 (60,601) (18.2)%
Accounts Payable 83 77 6 7.8%
Accrued Expenses 24 4 20 500%
Investment Purchases 495 1,810 (1,315) (72.6)%
Total Liabilities 602 1,891 (1,289) (68.2)%
Net Assets Held in Trust for Benefits 272,041 331,352 (59,311) (17.9)%

13
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The Retirement Fund as Whole

MCERA'’s net assets decreased 17.9% in 2009 reflgciegative investment returns of -16.5%. However,
investment returns can vary significantly from yaayear. MCERA maintains a diversified investmpoittfolio
and asset allocation that is structured to meeloting term funding requirements of the plan. Dispariations in
the stock market, 5 year investment returns, néted, are 3.33%a(nended from the audit MDA MCERA
Management and Actuary concur that MCERA remairesfinancial position that will enable the plamteet its
obligations to participants and beneficiaries. €heent financial position results from a stromgl successful
investment program, risk management and stratdgmmg.

Investment Analysis

Investment returns decreased in 2009 with a negjati®.5% return at the total portfolio level. Tperiod 2000
through 2002 included a very unusual three-yeabbodigit decline in the U.S. stock market. Thefyear
annualized portfolio return was 3.33%, net of fe@sended from the audit MDA MCERA'’s asset allocation
includes 39% U.S. equities, 20% international egsiit31% fixed income and 10% real estate. MCERAset
allocation is based on a comprehensive investmaityp MCERA's total portfolio returns were -16.5%..76%
and 3.33% for the one, three and five year pergoatted June 30, 2009, respectively. Real estalieided in the
total portfolio percentage mentioned above, retir2e26% from October 2004 through June 30, 2009.

MCERA's Reserves

For the Fiscal Years ended June 30, 2009, 2002@0id
(Dollars in Thousands)

2009 2008 2007
Member Reserve 64,102 62,348 58,036
Employer Reserve (2,560) 3,459 10,687
Annuitant Reserve 155,083 150,148 132,687
Cost of Living Reserve 83,221 83,594 78,488
Retiree Health Insurance Reserve 6,345
Contingency Reserve 2,720 3,314 3,542
Miscellaneous Reserves 7 4 (8)
Total Reserves 308,919 302,867 283,432

Reserves

MCERA's reserves are established from contribut@amd the accumulation of investment income aftesfying
investment and administrative expenses. Under GAxBnvestments are stated at fair value instéadst and
include the recognition of unrealized gains andégsn the current period. MCERA has adoptedeayear
smoothing methodology for investment gains anddogkhis has the effect of smoothing both posiéimd negative
fluctuations in investment performance versus ag$ioms and has a stabilizing effect on contributiates. An
understanding of the smoothing methodology is aemgl part in measuring MCERA's overall finandialalth.

14



Financial

Additions to MCERA's Net Assets

1)
For the Fiscal Years ended June 30, 2009 and 2008 Amount % Change
(Dollars in Thousands) Increase/ Increase/
2009 2008 (Decrease) (Decrease)
Employer Contributions 8,561 7,269 1,292 17.8%
Member Contributions 6,836 6,613 223 3.4%
Administrative Expense
Reimbursement 322 292 30 10.3%
Net Investment Income (52,214) (15,846) (36,368) 9.2%
Total Additions (36,495) (1,672) (34,823) 2082.7%
Deductions to MCERA's Net Assets
For the Fiscal Years ended June 30, 2009 and 2008 Amount % Change
(Dollars in Thousands) Increase/ Increase/
2009 2008 (Decrease) (Decrease)
Retirement Benefits 16,620 15,640 980 6.3%
Health Benefits 4,860 4,017 843 21.0%
Refund of Contributions 734 1,064 (330) -31.0%
Administrative Expenses 602 426 176 41.3%
Total Deductions 22,817 21,147 1,670 7.9%
Change in Net Assets (59,312) (22,819) (36,493) 159.9%

(1) The Additions to MCERA's Net Assets table bagn amended from the past year to mirror the stbgulepared by the
external auditor. This table removes Administratiaxpense Reimbursement from Employer Contributsmtsestablishes a
separate line for that addition to Net Assets.

Revenues (Additions to Plan Assets)

The primary sources to finance the benefits MCER#Vvigles to its members are accumulated throughiecon
investments and through the collection of employ@ employer contributions. These income souraethé fiscal
year ended June 30, 2009 totaled $-36.5 millione decrease in revenues can be attributed printardynegative
investment income offset by slightly higher empleyentributions, caused by the enhancement of hemef
October 2003. The decrease in investment incorpansarily a result of world-wide recession andlapse in
equity markets. The total balance of investmesétssdecreased from approximately $317 millionG@&to $254
million in 2009 ¢orrection to Audit MD&A. Return on investment was a negative returri65% in 2009.

Expenses (Deductions in Plan Assets)

The primary uses of MCERA assets are the paymenemnéfits to retirees and their beneficiaries, mdfaf
contributions to terminated employees, and the abatiministering the system. These expensehfiscal year
ended June 30, 2009 were $602 thousand, an inavé&4&6 thousand (41%), compared to expenses2§ $4
thousand for the year ended June 30, 2008. Pehsitfits increased 6.3% primarily due to an ineeaa the
number of retirees and average retiree payroll.
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Fiduciary Responsibility

MCERA'’s Board and Staff are fiduciaries of the pendund. Under the California Constitution theets can only
be used for the benefit of plan participants armdr theneficiaries

16



Financial

STATEMENT OF PLAN NET ASSETS AVAILABLE FOR BENEFITS

ASSETS
Cash and Cash Equivalents

Receivables
Employers
Investment Sales
Interest and Dividends
Other Receivables
Total Receivables

Investments, at fair value
U.S. Government Bonds
International Bonds
Domestic Corporate Bonds
Domestic Stocks
International Stocks
Real Estate

Total Investments

Total Assets
LIABILITIES
Accounts Payable
Accrued Expenses

Investment Purchases
Total Liabilities

Net Assets Held in Trust
for Pension Benefits

(A schedule of funding progress is included ingbbeompanying
Required Supplementary Information)
The accompanying notes are an integral part oktfirancial statements

As ofrdei30, 2009

17

16,021,408

62,607
630,928
1,145,550
4,266

1,843,351

32,731,309

4,888,512
62,002,452
88,805,143
45,196,570
21,154,632

254,778,618

272,643,377

83,391
23,921
495,155

602,467

272,040,910
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STATEMENT OF CHANGES IN PLAN NET ASSETS AVAILABLE F OR

ADDITIONS
Contributions
Employer
Plan Members
Total Contributions

Other Income
Employer Reimbursement of
Administrative Expenses
Total Other Income

Investment Income
Net Appreciation (Depreciation)
In Fair Value of Investments
Building Income Net of Expenses
Interest
Dividends
Total Investment Income
Less Investment Expenses
Net Investment Income (LosS)
Total Additions

DEDUCTIONS
Retirement Benefits
Refund of Contributions
Health Care Benefits
Administrative Expenses
Total Deductions

Net Increase (Decrease)

Net Assets Held in Trust
for Pension Benefits
Beginning of Year
End of Year

BENEFITS
For the yeended June 30, 2009

8,561,368
6,836,202

15,397,570

321,910

321,910

(61,420,271)
91,191

6,019,378

3,531,770

(51,777,932)
436,606

(52,214,538)

(36,495,058)

17,366,916
734,403

4,113,551
601,879

22,816,749

(59,311,807)

331,352,717

272,040,910

The accompanying notes are an integral part oktfirancial statements
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NOTES TO THE FINANCIAL STATEMENTS
For the Year ended June 30, 2009

Summary of Significant Accounting Policies

Basis of Accounting

The Association follows Governmental Accountingrisiards Board (GASB) accounting principles and repgr
guidelines, and financial statements are prepasatuhe accrual basis of accounting. Plan merabetributions
are recognized in the period in which the contidng are due. Employer contributions to the plemracognized
when due and the employer has made a formal conenitto provide the contributions. Benefits andinels are
recognized when due and payable in accordancetiatterms of the plan.

Cash and Investments

Investments are reported at fair value. Securiteeded on a national or international exchangevahged at the last
reported sales price at current exchange ratesrtgifyge securities are valued on the basis of fytudrecipal and

interest payments, and are discounted at prevailitegest rates for similar instruments. Investtaghat do not
have an established market are reported at estinfatevalue. All investments listed in the Statmof Plan Net
Assets are registered securities held by the AgBonis agent in the Association’s name. The BadrBetirement
has exclusive control over all investments of thesdciation and is responsible for establishing stment

objectives, strategies and policies.

The Board of Retirement has adopted an Investmelityf which provides the framework for the manageinof

the Association’s investments. The Investmentgyadistablishes the Association’s investment objestand defines
the principal duties of the Board of Retirement #mel investment managers. The asset allocationiplan integral
part of the Investment Policy and is designed twvigle an optimum and diversified mix of asset @aswith return

expectations to satisfy expected liabilities whitenimizing risk exposure. The Association currgnémploys

investment managers to manage its assets subjé ppovisions of the Investment Policy.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash inwnmtistthe Treasurer of the County of Mendocino aadhcheld for
investment by bond investment managers. Cash dieposits and cash needed for daily operationalgsegpis held
in a pooled account with other County funds. Tloei@y Treasurer is responsible for the managencentyol, and

safekeeping of all investments in the pooled furidterest on funds in the County investment pootamputed

guarterly based on average daily balance. A deposhe pooled account approximates fair valuastCand cash
equivalents are highly liquid investments with arshmaturity and are recorded at cost, which appnates fair

value.

Security transactions are accounted for on a tdatie basis. Interest income is recognized wheameedaand dividend
income is recognized on the ex-dividend date. Ktiidends or stock splits are recorded as meerastand do not
affect the total value of the securities. Unreadiggains and losses on investments are reportgteappreciation
(depreciation) in the fair value of investmentsThe calculation of realized gains and losses igpeddent of the
calculation of net appreciation (depreciation)ha fair value of plan investments.
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The Association’s cash and investments statedratdhie as of June 30, 2009, are as follows:

Cash in Trust - Mendocino County 16,021,391
Short-Term Investments - LAIF 17
Total Cash Equivalents 16,021,408
U.S. Government and Agency Bonds 32,731,309
International Bonds 4,888,512
Corporate Bonds 62,002,452
Domestic Stocks - Mutual Funds 86,352,155
Domestic Stocks 2,452,988
International Stocks - Mutual Funds 45,196,570
Real Estate 21,154,632
Total Investments 254,778,618

Total Cash Equivalents and
Investments 270,800,026

In addition, at June 30, 2009, there are short-iamastments of $638,922 at the Bank of New Yorid $206,413 at
PIMCO Fund (a bond mutual fund) that are reportethe financial statements as interest, divideadd,investment
sales receivable because these amounts represeahtcperiod earnings and securities sales thattarbe

immediately transferred to the Association. AteB0, 2009 the Association was owed $630,928 bgsiment
managers for sales of securities.

Custodial Credit Risk

Custodial credit risk for deposits is the risk tlimtthe event of a failure in a depository finahdisstitution, a
government will not be able to recover its depositsecover collateral securities that are in tbhegession of an
outside party.

Custodial risk for deposits in the Mendocino Coutryst is assumed by the County of Mendocino. Stesm
investments with the Bank of New York are not irgsliand are subject to risk of loss through marketdations,
but risk of loss for fraudulent acts and lack delity on the part of investment managers is cavénefidelity bonds
for the Bank of New York investments. All the abashort-term investments are stated at fair value.

In accordance with GASB Statement No. 40 disclosegeirements, cash invested in external investrpeals and
in open-end mutual funds are not exposed to custamtedit risk because their existence is not ewidd by
securities that exist in physical or book entryror

Custodial credit risk for investments is the riklat; in the event of the failure of the counterpatthe government
will not be able to recover the value of its invesnt or collateral securities that are in the pesisa of an outside
party. Except for a statement that duties of tlearB of Retirement, Association officers and empés/shall be
discharged with care, skill, prudence, and diligentie Association has no formal policy for manggoustodial

credit risk.
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Credit Risk

Credit risk is the risk that an issuer or otherrderparty to a debt instrument will not fulfill itdbligations. This risk
is measured by the assignment of ratings by ndhomacognized statistical rating organizationsnvdstment
allocation guidelines according to the investmeaiicy are as follows:

Minimum Maximum Target
Fixed Income 30% 50% 31%
United States Stocks 25% 45% 35%
United States Small Cap Stocks 5% 15% 7%
International Stocks 0% 25% 17%
Real Estate 0% 10% 10%
Short Term Cash 0% 5% 0%

The Association’s Investment Policy does not alfowa single investment in real estate that isxcess of 5% of
total assets. No single common stock investmexsiedh on cost, shall exceed 2% of the assets éfstheciation, and
may not exceed 5% of the shares outstanding. Veé#pect to common stocks, the Association has & @foa
diversifying the portfolio among a cross-sectioniredustries that have sound long-term growth paéntSimilar
restrictions apply to fixed income securities. gignsecurity restrictions do not apply to investiseén mutual funds.
For fixed income investments, corporate debt issumast be ratedA” or better by the Standard and Poor corporatio
(S&P). An exception to this policy is that one tpadar fixed income investment manager is authrestito purchase
corporate debt issues with a “BBB” rating by S&Rhe extent of 25% of the total portfolio if the igleted average
rating of the portfolio remains at “AA”. Other &l income securities allowed by the Associationias&ruments
issued by agencies of, or guaranteed by, the Udve®@ment; United States Treasury Bonds, Notes Bilisl,
certificates of deposit and Bankers Acceptancesgi@ercial paper of the highest quality. No morentB@% of the
portfolio managed by one particular investment nganghall be invested in non-U.S. dollar bonds.
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As of June 30, 2009, the Association’s qualityritisition of fixed income investments was as follows

Quality (S&P)

U.S. Treasury
Government Agency
AAA

AA

A

BAA

BA

Other

Percentage of Total
Fixed Income Securities

4.1%

31.0%

14.2%
2.1%
21.5%
19.5%
3.1%
4.5%

100.0%

The above analysis of quality distribution of fixadsets does not include fixed income investmentBIMCO
Funds. No specific quality or duration data iside from PIMCO. Duration does not appear retgviar PIMCO
Funds because it is a mutual fund and the Assoaoiatoes not own specific fixed income investmentthe fund,
and shares in the mutual fund owned by the Assoonidtave no maturity. The total fair market vabfePIMCO

shares owned by the Association at June 30, 20(®11s492,191.

Interest income of $680,716 attablg to

PIMCO Funds for the Year ended June 30, 2009, deduan undetermined amount of short term capitaisga
because all earnings of the fund are lumped togetme labeled “Dividends & Short-Term Capital Gdihsecause it

is a mutual fund.

Interest Rate Risk

Interest Rate risk is the risk that changes intkerest rate will adversely affect the fair vahfean investment. The
Association has not adopted a formal policy to nganaterest rate risk.

As of June 30, 2009, the Association had the falgwixed income investments:

Investment Type

U.S. Treasuries

Government Agencies

Asset-Backed Securities

Corporate Bonds

Mortgages

International

Bond Mutual Fund (PIMCO)
Total Fair Value

Portfolio Effective Duration

Weight of Total

Effective Duration

Fair Value  Fixed Income
2,377,578 4.09%
3,683,471 6.34%

1,794,129 3.09%
29,382,057 50.54%
19,738,632 33.95%
1,154,215 1.99%
41,492,191 NA
99,622,273 100.00%
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2.31

5.37
0.30
5.50
3.00
6.58
NA
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Highly Sensitive Investments

As of June 30, 2009, there were no investmentsibet sensitive to interest rate fluctuations.

Derivatives

The Association’s investment policy permits the atderivative instruments to minimize the exposofreertain of
its investments to adverse fluctuations in finaharad currency markets and enhance yields. Thedsason does
not use derivatives for speculative use or to er&aterage.

During the year ended June 30, 2009 the Associatioimo derivatives in its portfolio.

Foreign Currency Risk

Foreign currency risk is the risk that changesxchange rates will adversely affect the fair vadfi@n investment or
a deposit. The following tables represent se@sitield in a foreign currency (in U.S. dollarspadune 30, 2009:

Local Currency Name Cash Equity Fixed Income Total
Australian Dollars 1,001 0 152,728 153,729
Germany - Euros 0 0 664,385 664,385
New Zealand Dollars 0 0 337,102 337,102
Total 1,001 0 1,154,215 1,155,216

Foreign currency is comprised of international stweent proceeds and income to be repatriated irfo dbllars and
funds available to purchase international secuatiti€oreign currency is not held as a form of itwest, but held
temporarily in foreign accounts until it is repatgd or expended.

The investments of the Association are governemgmily by an investment authority known as “Thegent person
rule.” The prudent person rule, as set forth icti®da 31595 of the California Government Code, l@dgthes a
standard for all fiduciaries, which includes anydng&t has authority with respect to the Association

Use of Estimates

The preparation of financial statements in confeyrmith accounting principles generally acceptedha United
States of America requires the Retirement Admiaistrto make estimates and assumptions that daffecamounts
reported in the financial statements and accompagnyotes. Actual results could differ from thest@neates.
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Plan Description and Contribution Information

Membership in the plan at June 30, 2009 considtéuedollowing:

Retirees and beneficiaries receiving benefits g9,00
Terminated plan members entitled to but not yet
receiving benefits 309
Active plan members 1,391
Total 2,709
Number of participating employers 3

Plan Description The Mendocino County Employees’ Retirement Agdan (Association) is an integrated public
retirement system established under and subjdttettegislative authority of the State of Calif@ras enacted and
amended the County Retirement Act of 1937 (Chafiat Statutes of 1937). It is a multiple-employ€rost-
Sharing” defined benefit plan for the County of Menino, the Mendocino County Courts, and the RusRiaer
Cemetery District. The Association was approvedhgyBoard of Supervisors to become effective Janiial948,
and was integrated with Social Security on Jantaty56.

A cost-sharing multiple employer plan is a singl@npwith pooling (cost-sharing) arrangements f@ plarticipating
employers. All risks, rewards, and costs, inclgdienefit costs, are shared and are not attridntédidually to the
employers. A single actuarial valuation coverspédin members. Other special districts within Mazido County
are eligible, but have not elected to participate.

All permanent employees who work at least 32 hgarsweek become members of the plan on the fingtofldahe
pay period following employment. Employees aressifded as either general or safety (law enforcaimmembers,
and are assigned to one of three tiers based ondate and job classification.

Retirement benefits offered by the plan includenmalr retirement, disability retirement and servioswtected
disability retirement. A death benefit is avaiald beneficiaries. An annual cost of living atljoent of no more
than 3 percent may be granted by the Board of &wtnt. For 2009, the Board of Retirement appraaest of
living increases ranging from 0% to 3%, dependinglate of retirement.

Health insurance benefits for retired employeeshHaeen funded by the plan in the past. As of Sepee 1, 1998,
the County of Mendocino has assumed responsilbdityunding the cost of health care for the retiesdployees of
the County of Mendocino, and will be responsible foe cost of health care when Association earniogs
investments are not in excess of required transiemsarnings to retirement reserve accounts. kgibaity for
health care coverage, prior to September 1, 1%9Bees must have served the last ten years prigtirement with
the County of Mendocino. The retiree health beén@figram qualifies under section 401(h) of theinal Revenue
Code. A payment reserve of $595.44 for each edigibtiree is set aside each month for health casts. Health
care claim payments to providers are made fromrtisrve. This health care subsidy amounted tb18451 for
the year ended June 30, 2009, and is includeckifirtk item for benefit payments and subsidieshenStatement of
Changes in Plan Net Assets. This subsidy is netdllofiealth care payments by retirees, but is educed by
reimbursements of $271,804 received from Medicare hiealthcare and pharmaceutical subsidies apjpictab
Association benefits paid in prior years.
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Beginning January 1, 2009, all retirees under the af 65 were required to pay $96.40 each montta as
reimbursement for health care paid by the Assamatwhich is equivalent to the current cost of Made Part B
each month. Also, retirees are required to payp$BBfor each covered dependent per month for thealterage.
The reserve is adjusted to actual medical costseagénd of each fiscal year. Beginning Januai3010, all retirees
are required to reimburse the cost of health dareugh a payment of $75 per month, including thosder 65
already paying $96.40 per month.

Contributions Actuarially determined member contribution raderaged 9.85 percent for the year ended June :
2009. The actual rate depends on the member'satajee time of hire, and tier. Employers are alsguired to
contribute an actuarially determined rate, avergdi@.35 percent of salary for the year ended Jn€@09. The
employers’ rate is adjusted periodically to maimtdie appropriate funding status of the plan. f@e@mmended
rates for employees and employers for the yearceddae 30, 2009 are 9.84 and 13.25 percent, resggct The
employer rates are actuarially determined to pm\it the balance of contributions needed to fumel lhenefits
promised (basic and cost of living).

Administrative costs of the plan (excluding investithexpenses) are paid by the plan, and partialimbursed by
the employers, using an additional contributior redlculated for that purpose. Beginning July@Q2 the County
of Mendocino is no longer reimbursing the Assooratior administrative expenses.

The plan had an unfunded actuarially accrued ligtof $47,154,000 at June 30, 2001. This unfunidsallity was
being amortized through June 30, 2017, at whichetimwas anticipated the plan would be fully fundeth
December, 1996, the County of Mendocino issuediperabligation bonds, of which $30,112,488 of theqeeds
were contributed to the plan. In December, 200% tb a continued downward spiral of market valtms
Association investments, the County of Mendocirsuésl additional pension obligation bonds. Thel witdonds
sold was $92,208,602, of which $76,299,000 wassfemred to the Association for additional investinen
$13,220,061 was used to defease fifty percentefl896 pension obligation bonds, and the remaiofi$2,689,541
was used to pay the costs of issuing the bond fliding agreement between the County of Mendoairthe
Association indicates that the Association will gegbe County of Mendocino informed of current invesnts, and
that any unfunded pension liability will be elimied in a timely manner. The proceeds from the 2082sion
obligation bonds reduced the unfunded pensionliigho less than 10 percent of the actuariallyraed liability at
June 30, 2004. The funding agreement in effectrpga July 1, 2009 indicated that the County watsrequired to
fund the unfunded actuarially accrued liability (W) that was not in excess of the target of 10 petof the total
pension liability. In November, 2009 that fundimgreement was voided by mutual agreement between
Association Board of Retirement and the Mendocionar@@ly Board of Supervisors.

The UAAL as of June 30, 2009 is $66.9 million, whithe County of Mendocino is required to amortiaethe
future. The funded ratio at June 30, 2009 is 83.4% indicated on the Schedule of Funding ProgreBke
information presented in the required supplemensahedules was determined as part of the actuaiahtions at
the dates indicated.
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Reserves

The Association had contingency reserves of $2408),at June 30, 2009 to fund transfers to retirkmeserve
accounts in the event that sufficient earningsnmestments are not received in the future to futig requirement of
transferring current earnings to the extent of @@et of retiree reserve balances to those reserves

Member and employer contributions are allocatedanous legally required reserve accounts basedabuarial
determinations. A summary of the various resem@ants, which comprise net assets available fosipa and
other benefits at June 30, 2009 (under the five-gesothed market asset valuation method for aeiuaaluation
purposes), is as follows:

Employee reserves 64,102,442
Employer reserves (2,559,708)
Retiree reserves 238,303,919
Retiree health care benefit reserves 6,345,030
1% Contingency reserve 2,720,409
Miscellaneous reserves 7,335
Total reserves 308,919,427

Excess earnings — undesignated 30,066,179
Total allocated reserves (smoothed

market actuarial value) 338,985,606
Net assets in excess (deficit) of reserves (666964,
Net assets available for benefits, at fair value 2,040,910

Note: Total Reserves $300 less than audit duedtinfy error.
The reserve for health care benefits of retirees deived from excess earnings of the Associatiqurior years.

Risk Management

The Association is exposed to various risks ofdes®lated to torts; theft of, damage to and detstmu of assets;
errors and omissions; injuries to employees; natlisasters; and major downturns in financial me&skd-or the past
several years, the Association has obtained coedragn commercial insurance companies for errots@nissions
coverage related to activities of the Board of Retient, but all other risks of loss, except loshes to depreciation
in the fair market value of investments, is assuingdhe sponsoring employers. The Associationdftectively
managed risk through various employee educationpaiadention programs and careful selection of itmests.
Expenditures and claims are recognized when itabable that a loss has occurred and the amouhedbss can be
reasonably estimated.

The Mendocino County Department of Human Resounessassumed the duties of administering the healt&

claims of retirees. The Association no longer payk&at amount per covered retiree, but reimbutsesCounty for
claims to health care providers after the healtk sarvices are performed and billed.
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Based on Mendocino County Board of Supervisors Résa No. 98-147, County Counsel concluded tha th
County Board of Supervisors was ultimately respalesior the funding, administration and decisionking dealing
with all aspects of the Plan. As a result, no iredi but not reported claims were included as litggs on the
financial statements for the year ended June 309.20~or the year ended June 30, 2009, the Assatiaad no
excess earnings that can be used for the paymeetirafe health benefits.

Member Termination

Upon separation from the Association, members’ smdated contributions are refundable with interastrued
through the prior June 30 or December 31. Intevastnember accounts is credited semiannually oe JBtnand
December 31. Withdrawal of such accumulated comtiobs results in forfeiture of the related vedbedefits.

Plan Termination

The Association is administered in accordance With provisions of California Government Code Sectd450
and accompanying code sections. California GovemnCode Section 31483 allows the governing bodyhef
County, the County Courts, or special districtptigh the adoption of an ordinance or resolutiortetminate the
applicability of the plan to employees of the Cauiourts, or district whose services commence afgiven future
date.

Current and Future Accounting Pronouncements

The Association adopted GASB Statement No. 5®ension Disclosuresan amendment of applicable note
disclosure and Required Supplementary InformatieB81 of GASB Statement No. 2%jinancial Reporting for
Defined Benefit Pension Plans and Note DisclostioesDefined Contribution Plansand No. 27 Accounting for
Pensions by State and Local Governmental Employdfsctive for the year ended June 30, 2008. rHuglired
information is disclosed in the note regarding dbations.

GASB Statement No. 53 Accounting and Reporting for Derivative instrumebtcomes effective for all years
beginning after June 15, 2009. This statement igesva comprehensive framework for the measureme
recognition, and disclosure of derivative instrumtansactions. If the Association invests in dative instruments
in the future, this statement will be used to meastecognize, and disclose those transactions.

GASB Statement No. 56 Sodification of Accounting and Financial ReportiGgidance Contained in the AICPA
Statements on Auditing Standaidsorporates auditing standards of the AICPA rdigay related party transactions,
subsequent events, and going concern consideratbnsstate and local governmental accounting andntial
reporting standards. The guidance in this staténvas considered for the preparation of these Gizdrstatements
because the statement became effective upon issuanc

Subsequent Events

Subsequent events are those events or transatiteinsccur subsequent to the effective date ofitfaacial
statements, but prior to the issuance of final respevhich may have a material effect on the finalngtatements or
disclosures contained therein.

Subsequent events have been reviewed through thefhis report; December 31, 2009.

27



Financial

Financial Change

Since June 30, 2009, the U.S. and Internationatyemarkets have experienced a significant recougrparket
value. In this environment, the MCERA assets iasegl in value roughly $30 million, or 11%, to awaat June 30,
2010, of just under $304 million. The asset allmcrof the portfolio was reviewed and adjuste@@10. Equities,
especially Small Cap, and Real Estate have suftbeedreatest losses relative to other asset slagd@s has
resulted in the allocation of fixed income asset®eding targets. The Board will continue workwith its
investment consultants, Callan Associates, to e define asset mixes within the broader astetses, evaluate
current managers, and balance the investmentg tioetlvly adopted portfolio targets.
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REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS
(Dollar amounts in thousands)

Actuarial Actuarial Actuarial Accrued Unfunded AAL  Funded UAAL as a
Valuation Value of Liability (AAL) (UAAL) Ratio Covered Percentage of Covered
Date Assets (a) Entry Age (b) (b-a) (a/b) Payroll (c) Payroll [(b-a)/c]
7/1/2002 158,115 * 226,883 68,768 69.7% 57,701 2009.
7/1/2003 233,764 ** 243,342 9,578 96.1% 59,865 16.0%
7/1/2004 239,191 265,141 25,950 90.2% 59,075 43.9%
7/1/2005 253,487 289,467 35,980 87.6% 57,664 62.4%
7/1/2006 288,461 320,123 31,662 90.1% 57,665 54.9%
7/1/2007 317,937 358,259 40,322 88.7% 65,879 61.2%
7/1/2008 353,421 373,832 20,411 94.5% 70,880 28.8%
7/1/2009 336,263 403,196 66,933 83.4% 72,235 92.7%

* Excludes proceeds from pension obligation basdsed December, 2002
** Includes proceeds from pension obligation boisdsied December, 2002 in the amount of $76,299,000

SCHEDULE OF EMPLOYER CONTRIBUTIONS
(Dollar amounts in thousands)

Annual Required Percentage

Year Ended Contribution Contributed
6/30/2002 6,348 100%
6/30/2003 6,663 100%
6/30/2004 4,158 63%
6/30/2005 3,221 47%
6/30/2006 4,996 79%
6/30/2007 7,533 100%
6/30/2008 7,232 100%
6/30/2009 6,046 141%
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SCHEDULE OF ADMINISTRATIVE EXPENSES
For the Year ended June 30, 2009
Personal Services:

Salaries and Wages 285,096

Other Benefits 44,737

Employee Retirement 44,857
Total Personal Services 374,690

Professional Services:

Outside Legal Counsel - Disability 43,932

Disability Hearing Officer/Medical Exams 58,900

External Audit Fees 9,700
Total Professional Services 112,532

Miscellaneous:

Office Expenses 83,178
New Building Equipment 1,627
Insurance General 1,266
Memberships 4,250
Prof & Spec Services - Other 7,900
Transportation & Travel 16,436
Total Miscellaneous 114,657
Total Administrative Expenses 601,879

SCHEDULE OF INVESTMENT MANAGEMENT FEES
AND OTHER INVESTMENT EXPENSES
For the Year ended June 30, 2009
Investment Management Fees:

Bradford & Marzec 44,963
Dodge & Cox 136,679
Alliance Bernstein 23,704
Less Commission Recapture (6,840)
Total Investment Management Fees 198,506
Investment Consultant Fees 64,000
Investment Custodian Fees 48,797
Fiduciary Insurance 36,400
Actuary Fees 87,841
Other Investment Expense 1,062
Total Investment Expenses 436,606
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INVESTMENT SUMMARY

FOR THE YEAR ENDED JUNE 30, 2009

FIXED INCOME
Dodge & Cox
Bradford & Marzec
PIMCO
Lehman Aggregate
DOMESTIC EQUITY
Alliance
R S Emerging
Fremont
Russell 2000 Growth
Vanguard Small Index
Mainstay

Market % of
Value Assets

42,995,850 17.20%
15,134,232  5.99%
41,492,191 16.20%

2,452,988 0.96%
1,980,178 0.77%
2,175,851  0.85%

8,636,022 3.37%
NA

MSCI Sm Cap Value (Spliced)

Morgan Stanley
Janus Enterprise
Russell Mid Growth
Fidelity LP Stock
Royce Total Return
Russell Mid Value
American Funds
Harbor Cap. Appreciation
Janus Research
Russell 1000 Growth
Selected American
Dodge & Cox Stock
Invest. Co. America
Vanguard Gr & Inc.
Russell 1000 Value
INTERNATIONAL EQUITY
Europacific
Harbor International
Acorn International
Artisan International
Janus International
Oakmark International
MSCI EAFE
REAL ESTATE
RREEF Public
NAREIT - Equity
RREEF Private
NACRIEF
625 Kings Court
TOTAL FUND
MCERA Policy Index

5,831,479 2.28%
5,863,315 2.29%

6,096,691 2.38%
6,040,133 2.36%

6,076,537 2.37%
7,520,470 2.94%
6,348,142 2.48%

8,285,995 3.23%
4,992,744  1.95%
8,741,666 3.41%
7,762,932  3.03%

7,871,170  3.07%
7,149,666 2.79%
7,437,188 2.90%
7,067,305 2.76%
7,797,529 3.04%
7,873,712 3.07%

6,501,601 2.54%
13,878,031 5.42%

775,000 0.34%
254,778,618 100.00%
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Current
Yr
Return

7.73%
10.27%
9.26%
6.05%

-25.04%
-25.14%
-16.43%
-24.85%
-23.33%
NA

-23.55%

-27.34%
-31.55%
-30.33%
-22.01%
-24.44%
-30.52%
-26.52%
-20.86%
-27.33%
-24.51%
-27.97%
-29.38%
-21.92%
-29.72%
-29.03%

-25.32%
-33.42%
-28.00%
-32.75%
-24.02%
-12.10%
-31.36%

-43.80%
-45.34%
-34.57%
-31.25%

-16.50%
-14.98%

3 Year 5 Year
Return Return
6.64% 5.22%
7.33% 5.74%
8.41% 6.36%
6.43% 5.02%
-7.23% -0.17%
-8.37% -2.52%
-1.57% -2.06%
-7.84% -1.32%
-10.82% -1.41%
NA NA
-10.94%-1.49%
-4.84%  3.54%
-4.46%  1.88%
-7.92% -0.44%
-6.14% 1.48%
-7.56% -0.06%
-11.07% -0.43%
-6.19% 0.84%
-4.10% 0.02%
-3.89% -0.01%
-5.45% -1.83%
-9.27% -1.85%
-12.74% -2.82%
-6.90% -0.31%
-6.11% -3.58%
-11.11% -2.13%
-2.89% 6.34%
-3.84% 6.54%
19.39% 8.47%
-3.23% 2.94%
2.41% 14.83%
-6.56% 3.57%
-7.98% 2.31%
-17.99% -2.26%
-19.73% -3.28%
-7.29% NA
-5.00% NA
-1.76%  3.33%
-1.77% 2.90%
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Asset Class

Fixed Income
Domestic Equities
International Equities
Real Estate

Total Portfolio

Notes:

ASSET ALLOCATION
JUNE 30, 2009 (1)

Market Actual
Value Allocation
99,622,273 39.39%
88,805,143 34.67%
45,196,570 17.65%
21,154,632 8.29%
254,778,618 100.00%

(1) Does not include cash; accounts receivablprepaid expenses

CURRENT

Real Estate
8.29%

International
Equities
17.65%

Fixed Income
39.39%

Domestic
Equities
34.67%

TARGET

International Real Es;ate,
Equities, 10.00%
20.00%

Fixed Income,
27.82%

Domestic
Equities,
42.18%
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Target
Allocation

27.82%
42.18%
20.00%
10.00%

100.00%
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Actuarial

January 20, 2010

Board of Retirement

Mendocino County

Employees’ Retirement Association
625 B, Kings Court

Ukiah, CA 95482

Re:  Actuarial Certification of the Mendocino County Hoyees’ Retirement Association
Members of the Board:

Buck Consultants, LLC is the Consulting Actuary fitre Mendocino County Employees’ Retirement
Association. Actuarial valuations are completeduaily as of June 30 of each year. The date of thetm
recent actuarial valuation was June 30, 2009. bh esctuarial study, we conduct an examination bf al
participant data for reasonableness.

Actuarial funding is based on the Entry Age Norn@dst Method. Under this method, the employer
contribution rate provides for current cost (norroast) plus a level percentage of payrolls to ainerthe
unfunded actuarial accrued liability (UAAL). As dtine 30, 2009, the remaining amortization periodte
UAAL was 30 years. The funding objective of the daation is to establish contribution rates thatero
time, will remain as a level percentage of payratsl will fully fund the liability for each partigant by the
participant’s retirement date, unless Associatiendfit provisions are changed.

For actuarial valuation purposes, Association asaet valued at Actuarial Value. Under this methbd,
assets used to determine employer contributiors tate into account market value, and spread albgand
losses (returns above or below expected returns) foxe years. The Association’s financial statetaeare
audited by an outside auditor.

Our firm has prepared all of the schedules predgent¢éhe actuarial report. The actuarial assumgtsimown
in the schedules were selected by Buck as beingppate for the valuation and Buck is solely rasfble
for the trend schedules presented in this repartaralysis of the Association’s noneconomic expegevas
performed as of June 30, 2008 to establish thalitalof these assumptions. The assumptions usdiisn
valuation produce results that, in the aggreg&asonably approximate the anticipated future egped of
the Association. The next experience analysis éstdibe performed as of June 30, 2011.

We certify that the valuation was performed in adeoce with generally accepted actuarial principled
practices. In particular, the assumptions and nasthesed for funding purposes meet the parameteitseof
Governmental Accounting Standards Board StatemengBl

Respectfully submitted,

Harold A. Loeb, A.S.A,, EAA., M.AAAA.
Principal and Consulting Actuary
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Summary of Actuarial Assumptions

The Entry Age Normal Cost Method was used in conjunction with the following actuarial assumptions. The Unfunded

Actuarial Accrued Liability amortization period is 30 years from the June 30, 2009 valuation date.

1. Investment Return:
2. Interest Credited to Employee Accounts:

Inflation:

3

4. Salary Scale:
5. Asset Valuation:
6

Spouses and Dependents:

7. Rates of Termination of Employment:

8. Years of Life Expectancy after Retirement:

9. Years of Life Expectancy after Disability:

10. Life Expectancy after Retirement

for Employee Contribution Rate Purposes:

General Members:
Safety and Probation Members:

11. Reciprocity Assumption:

12. Deferral Age for Vested Terminations:

13. Sex:

8.00% per annum.
8.00% per annum.
4.00% per annum.

See Schedule 1.
Smoothed market value.

90% of male employees and 50% of female employees

assumed married at retirement, with wives assumed three years

younger than husbands.
See Schedules 2-5

1994 GA (%, y) for General Members
1994 GA (x) for Safety and Probation Members

1981 Disability General (x-5, x-2) for General
1981 Disability Safety (x-4) for Safety, 2 times rates for
Probation

1994 Group Annuity Table for Males, set back 3 years.
1994 Group Annuity Table for Males, with no setback.

50% of members who terminate with a vested benefit are
assumed to enter a reciprocal system.

62 for General members; 55 for Safety.

All Safety members are assumed to be male.
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Summary of Actuarial Assumptions
Schedule 1

Ratio of Current Compensation to Compensation Antic ipated at Retirement

General Safety General Safety

Age Members Members Age Members Members
20 0.539 0.659 46 0.887 0.933
21 0.564 0.678 47 0.892 0.937
22 0.587 0.696 48 0.896 0.942
23 0.612 0.715 49 0.901 0.947
24 0.635 0.733 50 0.905 0.951
25 0.658 0.750 51 0.910 0.956
26 0.681 0.766 52 0.914 0.961
27 0.702 0.780 53 0.919 0.966
28 0.723 0.795 54 0.923 0.971
29 0.744 0.810 55 0.928 0.975
30 0.766 0.824 56 0.933 0.980
31 0.783 0.837 57 0.937 0.985
32 0.800 0.849 58 0.942 0.990
33 0.818 0.860 59 0.947 0.995
34 0.835 0.872 60 0.951 1.000
35 0.840 0.883 61 0.956

36 0.844 0.887 62 0.961

37 0.848 0.892 63 0.966

38 0.852 0.896 64 0.971

39 0.857 0.901 65 0.975

40 0.861 0.905 66 0.980

41 0.865 0.910 67 0.985

42 0.870 0.914 68 0.990

43 0.874 0.919 69 0.995

44 0.878 0.923 70 1.000

45 0.883 0.928

Note: Salary scale assumption reflects 4.00% for inflation and graded merit and longevity.
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RETIRANTS AND BENEFICIARIES ADDED TO AND REMOVED FROM RETIREE PAYROLL

%

Annual Annual Increase
Added Allowances Removed Allowances in Annual Average
At Begin During Added to the During Removed from Annual Retiree Retiree Annual
of Year Year Rolls Year the Rolls Payroll Payroll Allowance
2007 907 $ 14,827,000 $ 16,347
2008 907 82 $ 1,624,000 27 $ 252,000 962 $ 16,199,000 9.25% $ 16,839
2009 962 77 $ 1,921,000 31 $ 352,000 1,008 $ 17,768,000 9.69% $ 17,627
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ACTIVE MEMBER VALUATION DATA

Monthly
Valuation Average % Increase in
Date Plan Type Number Annual Payroll Pay Average Pay*
6/30/2007 General 1,199 $ 55,268,122 $ 3,841
Safety 147 8,177,920 $ 4,636
Probation 49 2,452,547 $ 4,171
Total 1,395 $ 65,898,589 $ 3,937
6/30/2008 General 1,207 $ 59,194,561 $ 4,087 6.39%
Safety 156 9,157,574 $ 4,892 5.52%
Probation 47 2,528,198 $ 4,483 7.47%
Total 1,410 $ 70,880,333 $ 4,189 6.42%
6/30/2009 General 1,164 $ 60,045,883 $ 4,299 5.19%
Safety 143 9,057,202 $ 5,278 7.90%
Probation 62 3,132,010 $ 4,210 -6.09%
Total 1,369 $ 72,235,095 $ 4,397 4.96%

*Reflects the increase in average salary for members at the beginning of the year versus those at the end of
the year. It does not refect the average salary increases received by members who worked the full year.
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ACTUARIAL SOLVENCY TEST

(Dollars in thousands)

Portion of Accrued Liabilities Covered

Aggregate Accrued Liabilities for: by Reported Assets:
Active Active
Members Members
Active Retired/ (Employer Actuarial Active Retired/ (Employer
Valuation Member Vested Financed Value of Member Vested Financed

Date Contributions Members Portion) Total Assets Contributions Members Portion)

6/30/2008 62,348 199,072 112,412 373,832 353,421 0%l0 100% 81.8%

6/30/2009 64,102 218,613 120,481 403,196 336,263 0%l0 100% 44.4%
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Actuarial Analysis of Financial Experience

(Dollars in thousands)

Plan Years 2007-2008 2008-2009

Prior Valuation Unfunded
Actuarial Accrued Liability

Expected Increase

Liability Gain (Loss) and

Change in Actuarial Assumptions

Salary Increase
Greater (Less) than Expected

Asset Return
Less (Greater) than Expected

Change in Plan Provisions

Non-Economic and Economic
Assumption Changes

Change in Method to Determine
Actuarial Value of Assets

Data Corrections
Transition in Actuaries

Retiree Mortality
Less (Greater) than Expected

Ventura Payment for County

$ 40,322
(5,320)

2,449

(17,040)

$ 20,411
805

19,978

29,934

(4,195)

Ending Unfunded Actuarial Liability

$ 20,411

$ 66,933

41



PROBABILITY OF OCCURRENCE

Probabilities of Separation From Active Service

Schedule 2 : General Members - Males

Death
Ordinary Ordinary While Duty Duty Terminated
Age Withdrawal Death Disability Service Eligible Death Disability Vested
20 0.21120 0.00040 0.00000 0.00000 0.00000 0.00010 0.00014 0.01800
21 0.20724 0.00040 0.00000 0.00000 0.00000 0.00010 0.00014 0.02700
22 0.20196 0.00040 0.00000 0.00000 0.00000 0.00010 0.00014 0.02880
23 0.19668 0.00050 0.00000 0.00000 0.00000 0.00010 0.00014 0.03060
24 0.19140 0.00050 0.00000 0.00000 0.00000 0.00010 0.00014 0.03240
25 0.18612 0.00050 0.00003 0.00000 0.00010 0.00010 0.00029 0.03420
26 0.17952 0.00050 0.00003 0.00000 0.00010 0.00010 0.00029 0.03600
27 0.17292 0.00050 0.00006 0.00000 0.00010 0.00010 0.00029 0.04050
28 0.16500 0.00060 0.00006 0.00000 0.00010 0.00010 0.00043 0.04500
29 0.15576 0.00060 0.00009 0.00000 0.00010 0.00010 0.00043 0.04950
30 0.14520 0.00060 0.00013 0.00000 0.00020 0.00010 0.00043 0.05400
31 0.13332 0.00060 0.00016 0.00000 0.00020 0.00010 0.00058 0.05400
32 0.12276 0.00060 0.00020 0.00000 0.00020 0.00010 0.00058 0.05220
33 0.11484 0.00070 0.00026 0.00000 0.00020 0.00010 0.00072 0.04860
34 0.11220 0.00070 0.00032 0.00000 0.00030 0.00010 0.00072 0.04320
35 0.11088 0.00080 0.00038 0.00000 0.00030 0.00020 0.00072 0.03780
36 0.10956 0.00080 0.00048 0.00000 0.00030 0.00020 0.00072 0.03060
37 0.10956 0.00090 0.00058 0.00000 0.00030 0.00020 0.00087 0.02520
38 0.10824 0.00090 0.00067 0.00000 0.00040 0.00020 0.00101 0.02520
39 0.10692 0.00100 0.00077 0.00000 0.00040 0.00020 0.00116 0.02520
40 0.10296 0.00100 0.00086 0.00000 0.00040 0.00020 0.00130 0.05040
41 0.09504 0.00110 0.00099 0.00000 0.00050 0.00020 0.00145 0.05040
42 0.08712 0.00110 0.00111 0.00000 0.00050 0.00020 0.00159 0.05040
43 0.07920 0.00120 0.00124 0.00000 0.00050 0.00020 0.00173 0.05040
44 0.07260 0.00120 0.00140 0.00000 0.00050 0.00020 0.00202 0.05040
45 0.06600 0.00120 0.00156 0.00000 0.00060 0.00020 0.00231 0.04680
46 0.05940 0.00130 0.00173 0.00000 0.00070 0.00020 0.00260 0.04320
47 0.05280 0.00130 0.00185 0.00000 0.00080 0.00020 0.00289 0.03960
48 0.04752 0.00140 0.00201 0.00000 0.00090 0.00020 0.00332 0.04680
49 0.04356 0.00140 0.00220 0.00000 0.00100 0.00020 0.00376 0.05400
50 0.03960 0.00150 0.00239 0.03000 0.00110 0.00020 0.00434 0.06120
51 0.03696 0.00150 0.00258 0.03000 0.00130 0.00020 0.00491 0.06120
52 0.03564 0.00160 0.00275 0.03000 0.00150 0.00020 0.00549 0.05400
53 0.03432 0.00170 0.00293 0.03000 0.00170 0.00020 0.00607 0.03600
54 0.03300 0.00180 0.00309 0.03000 0.00190 0.00020 0.00665 0.00900
55 0.03168 0.00190 0.00328 0.09000 0.00210 0.00020 0.00723 0.02160
56 0.02904 0.00200 0.00348 0.06000 0.00230 0.00020 0.00780 0.00540
57 0.02640 0.00210 0.00364 0.06000 0.00250 0.00020 0.00853 0.00360
58 0.02376 0.00220 0.00379 0.06000 0.00270 0.00020 0.00925 0.00180
59 0.06336 0.00230 0.00392 0.07500 0.00290 0.00020 0.00997 0.00180
60 0.05544 0.00240 0.00405 0.07500 0.00310 0.00020 0.01069 0.00900
61 0.07920 0.00250 0.00415 0.09750 0.00330 0.00020 0.01156 0.01800
62 0.06600 0.00260 0.00427 0.11250 0.00350 0.00020 0.01243 0.00180
63 0.01056 0.00270 0.00437 0.05625 0.00370 0.00020 0.01329 0.00180
64 0.00792 0.00280 0.00446 0.09375 0.00390 0.00020 0.01416 0.00180
65 0.00000 0.00290 0.00452 0.26250 0.00410 0.00020 0.00000 0.00000
66 0.00000 0.00300 0.00462 0.30000 0.00430 0.00020 0.00000 0.00000
67 0.00000 0.00310 0.00468 0.31875 0.00450 0.00020 0.00000 0.00000
68 0.00000 0.00320 0.00475 0.33750 0.00470 0.00020 0.00000 0.00000
69 0.00000 0.00330 0.00478 0.35625 0.00490 0.00020 0.00000 0.00000
70 0.00000 0.00000 0.00000 1.00000 0.00000 0.00000 0.00000 0.00000
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PROBABILITY OF OCCURRENCE

Probabilities of Separation From Active Service

Schedule 3 : General Members - Females

Death
Ordinary Ordinary While Duty Duty Terminated
Age Withdrawal Death Disability Service Eligible Death Disability Vested
20 0.25000 0.00026 0.00000 0.00000 0.00000 0.00010 0.00028 0.01699
21 0.22500 0.00026 0.00000 0.00000 0.00000 0.00010 0.00028 0.01714
22 0.20000 0.00026 0.00000 0.00000 0.00000 0.00010 0.00028 0.01728
23 0.17500 0.00026 0.00000 0.00000 0.00000 0.00010 0.00028 0.01742
24 0.16000 0.00026 0.00000 0.00000 0.00000 0.00010 0.00028 0.01771
25 0.15000 0.00039 0.00008 0.00000 0.00010 0.00010 0.00028 0.01800
26 0.14000 0.00039 0.00008 0.00000 0.00010 0.00010 0.00028 0.01829
27 0.13500 0.00039 0.00008 0.00000 0.00010 0.00010 0.00028 0.01858
28 0.13200 0.00039 0.00008 0.00000 0.00010 0.00010 0.00028 0.01886
29 0.13000 0.00039 0.00008 0.00000 0.00010 0.00010 0.00028 0.01901
30 0.12900 0.00052 0.00017 0.00000 0.00010 0.00010 0.00028 0.03888
31 0.12700 0.00052 0.00017 0.00000 0.00010 0.00010 0.00028 0.03974
32 0.12500 0.00052 0.00025 0.00000 0.00010 0.00010 0.00028 0.04060
33 0.12000 0.00052 0.00025 0.00000 0.00010 0.00010 0.00028 0.04176
34 0.11500 0.00052 0.00034 0.00000 0.00010 0.00010 0.00028 0.04262
35 0.11000 0.00065 0.00034 0.00000 0.00020 0.00010 0.00028 0.04464
36 0.10500 0.00065 0.00042 0.00000 0.00020 0.00010 0.00028 0.04580
37 0.10000 0.00065 0.00042 0.00000 0.00020 0.00010 0.00028 0.04608
38 0.09500 0.00078 0.00050 0.00000 0.00020 0.00010 0.00028 0.04550
39 0.09200 0.00078 0.00059 0.00000 0.00020 0.00010 0.00058 0.04492
40 0.09000 0.00078 0.00067 0.00000 0.00020 0.00010 0.00058 0.04464
41 0.08800 0.00078 0.00076 0.00000 0.00020 0.00010 0.00058 0.04464
42 0.08600 0.00078 0.00084 0.00000 0.00020 0.00010 0.00058 0.04464
43 0.08400 0.00091 0.00101 0.00000 0.00020 0.00010 0.00087 0.04608
44 0.08100 0.00091 0.00126 0.00000 0.00030 0.00010 0.00087 0.04608
45 0.07800 0.00091 0.00151 0.00000 0.00030 0.00010 0.00115 0.04608
46 0.07400 0.00104 0.00176 0.00000 0.00030 0.00010 0.00145 0.04464
47 0.06900 0.00104 0.00210 0.00000 0.00040 0.00010 0.00173 0.04320
48 0.06300 0.00104 0.00235 0.00000 0.00040 0.00010 0.00200 0.04176
49 0.05700 0.00117 0.00252 0.00000 0.00050 0.00010 0.00230 0.04032
50 0.05100 0.00117 0.00269 0.03000 0.00050 0.00010 0.00258 0.03744
51 0.04000 0.00130 0.00286 0.03000 0.00060 0.00010 0.00288 0.03168
52 0.03300 0.00130 0.00302 0.03000 0.00070 0.00010 0.00315 0.02592
53 0.02900 0.00143 0.00336 0.03000 0.00080 0.00010 0.00345 0.03456
54 0.02600 0.00143 0.00361 0.03000 0.00090 0.00010 0.00375 0.03024
55 0.02400 0.00143 0.00378 0.03000 0.00100 0.00010 0.00403 0.02721
56 0.02200 0.00156 0.00403 0.03000 0.00110 0.00010 0.00432 0.02376
57 0.06000 0.00156 0.00428 0.03000 0.00120 0.00010 0.00460 0.02031
58 0.05400 0.00169 0.00454 0.06000 0.00130 0.00010 0.00490 0.01686
59 0.04800 0.00169 0.00487 0.06000 0.00140 0.00010 0.00518 0.01296
60 0.04200 0.00182 0.00512 0.06000 0.00150 0.00010 0.00547 0.00864
61 0.03600 0.00182 0.00546 0.10000 0.00160 0.00010 0.00575 0.00864
62 0.03000 0.00195 0.00580 0.15000 0.00170 0.00010 0.00603 0.01152
63 0.02400 0.00195 0.00613 0.07500 0.00180 0.00010 0.00633 0.01152
64 0.01800 0.00208 0.00647 0.07500 0.00190 0.00010 0.00662 0.01152
65 0.00000 0.00208 0.00680 0.25000 0.00200 0.00010 0.00690 0.00000
66 0.00000 0.00221 0.00714 0.30000 0.00210 0.00010 0.00718 0.00000
67 0.00000 0.00221 0.00756 0.30000 0.00220 0.00010 0.00748 0.00000
68 0.00000 0.00234 0.00840 0.45000 0.00230 0.00010 0.00777 0.00000
69 0.00000 0.00234 0.00924 0.47500 0.00240 0.00010 0.00805 0.00000
70 0.00000 0.00000 0.00000 1.00000 0.00000 0.00000 0.00000 0.00000
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PROBABILITY OF OCCURRENCE

Probabilities of Separation From Active Service

Schedule 4 : Probation Members

Death
Ordinary Ordinary While Duty Duty Terminated
Age  Withdrawal Death Disability Service Eligible Death Disability Vested
20 0.18750 0.00030 0.00010 0.00000 0.00000  0.00100 0.00238 0.00000
21 0.18000 0.00030 0.00010 0.00000 0.00000  0.00100 0.00270 0.00000
22 0.17250 0.00030 0.00020 0.00000 0.00000  0.00100 0.00302 0.00000
23 0.16500 0.00030 0.00030 0.00000 0.00000  0.00100 0.00335 0.00000
24 0.15600 0.00030 0.00030 0.00000 0.00000  0.00100 0.00367 0.00000
25 0.14400 0.00040 0.00040 0.00000 0.00010  0.00100 0.00400 0.01350
26 0.13200 0.00040 0.00050 0.00000 0.00010  0.00100 0.00432 0.02025
27 0.12150 0.00040 0.00060 0.00000 0.00010  0.00100 0.00475 0.02700
28 0.11250 0.00040 0.00080 0.00000 0.00010  0.00100 0.00518 0.03375
29 0.10650 0.00040 0.00080 0.00000 0.00010  0.00100 0.00562 0.04050
30 0.10350 0.00050 0.00090 0.00000 0.00020  0.00100 0.00605 0.04725
31 0.09750 0.00050 0.00090 0.00000 0.00020  0.00100 0.00659 0.05400
32 0.08850 0.00050 0.00100 0.00000 0.00020  0.00100 0.00734 0.06075
33 0.08100 0.00050 0.00110 0.00000 0.00020  0.00110 0.00810 0.06750
34 0.07350 0.00060 0.00130 0.00000 0.00020  0.00110 0.00896 0.07425
35 0.06600 0.00060 0.00150 0.00000 0.00030  0.00110 0.00983 0.07425
36 0.06000 0.00060 0.00170 0.00000 0.00030  0.00110 0.01069 0.07761
37 0.05550 0.00060 0.00200 0.00000 0.00030  0.00120 0.01166 0.08100
38 0.05100 0.00070 0.00250 0.00000 0.00030  0.00120 0.01264 0.08100
39 0.04650 0.00070 0.00300 0.00000 0.00040  0.00120 0.01382 0.08100
40 0.04350 0.00080 0.00350 0.00000 0.00040  0.00130 0.01512 0.08100
41 0.04050 0.00090 0.00400 0.00000 0.00050  0.00130 0.01652 0.08100
42 0.03600 0.00100 0.00450 0.00000 0.00060  0.00140 0.01804 0.08100
43 0.03000 0.00110 0.00520 0.00000 0.00070  0.00150 0.01912 0.07761
44 0.02550 0.00120 0.00590 0.00000 0.00080  0.00160 0.02074 0.07425
45 0.02100 0.00130 0.00660 0.00000 0.00090  0.00170 0.02246 0.06750
46 0.01650 0.00140 0.00730 0.00000 0.00100  0.00180 0.02430 0.06075
47 0.01200 0.00150 0.00800 0.00000 0.00110 0.00180 0.02624 0.05400
48 0.00750 0.00160 0.00880 0.00000 0.00120  0.00190 0.02830 0.04050
49 0.00300 0.00170 0.00940 0.00000 0.00130  0.00200 0.03046 0.03375
50 0.00300 0.00180 0.01020 0.04000 0.00140  0.00210 0.03283 0.02700
51 0.00300 0.00190 0.01100 0.04000 0.00150  0.00220 0.03553 0.02025
52 0.00300 0.00200 0.01180 0.04000 0.00160  0.00220 0.03834 0.01350
53 0.00300 0.00210 0.01260 0.08000 0.00170  0.00230 0.04126 0.01350
54 0.00300 0.00220 0.01340 0.09000 0.00180  0.00240 0.04428 0.00675
55 0.00000 0.00230 0.01420 0.12500 0.00190  0.00250 0.04752 0.00000
56 0.00000 0.00240 0.01500 0.03750 0.00200  0.00260 0.05130 0.00000
57 0.00000 0.00250 0.01580 0.05000 0.00210  0.00270 0.05562 0.00000
58 0.00000 0.00260 0.01640 0.06250 0.00220  0.00280 0.06048 0.00000
59 0.00000 0.00270 0.01720 0.09375 0.00230  0.00290 0.06588 0.00000
60 0.00000 0.00000 0.00000 0.25000 0.00000  0.00000 0.00000 0.00000
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PROBABILITY OF OCCURRENCE

Probabilities of Separation From Active Service

Schedule 5: Safety Members

Death
Ordinary Ordinary While Duty Duty Terminated
Age  Withdrawal Death Disability Service Eligible Death Disability Vested
20 0.18750 0.00030 0.00005 0.00000 0.00000  0.00100 0.00238 0.00000
21 0.18000 0.00030 0.00005 0.00000 0.00000  0.00100 0.00270 0.00000
22 0.17250 0.00030 0.00010 0.00000 0.00000  0.00100 0.00302 0.00000
23 0.16500 0.00030 0.00015 0.00000 0.00000  0.00100 0.00335 0.00000
24 0.15600 0.00030 0.00015 0.00000 0.00000  0.00100 0.00367 0.00000
25 0.14400 0.00040 0.00020 0.00000 0.00010  0.00100 0.00400 0.00450
26 0.13200 0.00040 0.00025 0.00000 0.00010  0.00100 0.00432 0.00675
27 0.12150 0.00040 0.00030 0.00000 0.00010  0.00100 0.00475 0.00900
28 0.11250 0.00040 0.00040 0.00000 0.00010  0.00100 0.00518 0.01125
29 0.10650 0.00040 0.00040 0.00000 0.00010  0.00100 0.00562 0.01350
30 0.10350 0.00050 0.00045 0.00000 0.00020  0.00100 0.00605 0.01575
31 0.09750 0.00050 0.00045 0.00000 0.00020  0.00100 0.00659 0.01800
32 0.08850 0.00050 0.00050 0.00000 0.00020  0.00100 0.00734 0.02025
33 0.08100 0.00050 0.00055 0.00000 0.00020  0.00110 0.00810 0.02250
34 0.07350 0.00060 0.00065 0.00000 0.00020  0.00110 0.00896 0.02475
35 0.06600 0.00060 0.00075 0.00000 0.00030  0.00110 0.00983 0.02475
36 0.06000 0.00060 0.00085 0.00000 0.00030  0.00110 0.01069 0.02587
37 0.05550 0.00060 0.00100 0.00000 0.00030  0.00120 0.01166 0.02700
38 0.05100 0.00070 0.00125 0.00000 0.00030  0.00120 0.01264 0.02700
39 0.04650 0.00070 0.00150 0.00000 0.00040  0.00120 0.01382 0.02700
40 0.04350 0.00080 0.00175 0.00000 0.00040  0.00130 0.01512 0.02700
41 0.04050 0.00090 0.00200 0.00000 0.00050  0.00130 0.01652 0.02700
42 0.03600 0.00100 0.00225 0.00000 0.00060  0.00140 0.01804 0.02700
43 0.03000 0.00110 0.00260 0.00000 0.00070  0.00150 0.01912 0.02587
44 0.02550 0.00120 0.00295 0.00000 0.00080  0.00160 0.02074 0.02475
45 0.02100 0.00130 0.00330 0.00250 0.00090 0.00170 0.02246 0.02250
46 0.01650 0.00140 0.00365 0.00288 0.00100  0.00180 0.02430 0.02025
47 0.01200 0.00150 0.00400 0.00331 0.00110 0.00180 0.02624 0.01800
48 0.00750 0.00160 0.00440 0.00380 0.00120  0.00190 0.02830 0.01350
49 0.00300 0.00170 0.00470 0.00438 0.00130  0.00200 0.03046 0.01125
50 0.00300 0.00180 0.00510 0.02300 0.00140  0.00210 0.03283 0.00900
51 0.00300 0.00190 0.00550 0.02300 0.00150  0.00220 0.03553 0.00675
52 0.00300 0.00200 0.00590 0.02300 0.00160  0.00220 0.03834 0.00450
53 0.00300 0.00210 0.00630 0.04600 0.00170  0.00230 0.04126 0.00450
54 0.00300 0.00220 0.00670 0.05175 0.00180  0.00240 0.04428 0.00225
55 0.00000 0.00230 0.00710 0.06313 0.00190  0.00250 0.04752 0.00000
56 0.00000 0.00240 0.00750 0.07500 0.00200  0.00260 0.05130 0.00000
57 0.00000 0.00250 0.00790 0.10000 0.00210  0.00270 0.05562 0.00000
58 0.00000 0.00260 0.00820 0.12500 0.00220  0.00280 0.06048 0.00000
59 0.00000 0.00270 0.00860 0.37500 0.00230  0.00290 0.06588 0.00000
60 0.00000 0.00000 0.00000 1.00000 0.00000  0.00000 0.00000 0.00000

Note: Information compiled from Actuarial Report prepared by Buck Consultants, dated June 30, 2009
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Summary of Major Plan Provisions

1. Eligibility
First day of pay period following date of employment.

2. Definition Of Salary
Highest 12 consecutive months of compensation earned for Tier 1 members and highest 36
consecutive months of compensation earned for Tier 2 and Tier 3 members.

3. Service Retirement
Normal retirement —
Ages 57, 50 and 55 for Sections 31676.12, 31664, and 31664.2 respectively.

Early retirement —
Age 50 and 10 years of service, or any age with 30 years of service for General and any
age with 20 years of service for Safety.

Benefit —
1/50 times salary per year of service for General, Probation, and Safety members (3% for
Safety Section 31664.2 members)

Benefit Adjustments -

Reduced for retirements before 57, 50 and 55 for Sections 31676.12, 31664, and
31664.2 respectively.

Increased for retirements after 57, and 50 for Sections 31676.12, and 31664,
respectively.

4. Disability Retirement
Nonservice connected (five years of service required) -
1.8% of salary per year of service, with a maximum of 33-1/3% if projected service is
used (ages 65 for General, age 55 for Safety), or 90% of the accrued service retirement
benefit without a benefit adjustment, or service retirement benefit (if eligible).

Service connected -
Greater of 50% of salary and service retirement benefit (if eligible).
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Summary of Major Plan Provisions (continued)

5. Death Before Retirement
Refund of contributions plus 1/12 of salary per year of service up to 6 years.

If eligible for disability or service retirement -
60% of member's accrued allowance.

If service connected -
50% of salary.

6. Death After Retirement
Service retirement or ordinary disability -
60% of member's allowance payable to an eligible spouse.

Service disability -
100% of member's allowance payable to an eligible spouse.

7. Vesting
After five years of service.
Must leave contributions on deposit.

8. Members' Contributions
Based on entry age.

9. Cost-Of-Living

Maximum 3% COLA for all members depending on changes in prior year's CPI for the
San Francisco-Oakland-San Jose Area.
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