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AGENDA 

 
BOARD OF RETIREMENT November 24, 2015 
832 12th Street, Suite 600 – Wesley W. Hall Board Room                                                        1:00 p.m. 
Modesto, CA 95354  
 
The Board of Retirement welcomes you to its meetings, which are regularly held on the second Wednesday and the fourth Tuesday of each month.  
Your interest is encouraged and appreciated. 
 
CONSENT ITEMS:  These matters include routine administrative actions and are identified under the Consent Items heading. 
 
PUBLIC COMMENT:   Matters under jurisdiction of the Board, may be addressed by the general public before or during the regular agenda.  
However, California law prohibits the Board from taking action on any matter which is not on the posted agenda unless it is determined an emergency 
by the Board of Retirement.  Any member of the public wishing to address the Board during the “Public Comment,” period shall be permitted to be 
heard once up to three minutes.  Please complete a Public Comment Form and give it to the Chair of the Board.  Any person wishing to make a 
presentation to the Board must submit the presentation in written form, with copies furnished to all Board members.  Presentations are limited to three 
minutes. 
 
BOARD AGENDAS & MINUTES:  Board agendas, Minutes and copies of items to be considered by the Board of Retirement are customarily posted 
on the Internet by Friday afternoon preceding a meeting at the following website:  www.stancera.org.  
 
Materials related to an item on this Agenda submitted to the Board after distribution of the agenda packet are available for public inspection at 
StanCERA, 832 12th Street, Suite 600, Modesto, CA 95354, during normal business hours. 
 
AUDIO:  All Board of Retirement regular meetings are audio recorded.  Audio recordings of the meetings are available after the meetings at 
http://www.stancera.org/agenda_schedule.  
 
NOTICE REGARDING NON-ENGLISH SPEAKERS:  Board of Retirement meetings are conducted in English and translation to other languages is 
not provided.  Please make arrangements for an interpreter if necessary. 
 
REASONABLE ACCOMMODATIONS:  In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this 
meeting, please contact the Board Secretary at (209) 525-6393.  Notification 72 hours prior to the meeting will enable StanCERA to make reasonable 
arrangements to ensure accessibility to this meeting. 

 

1.  Meeting Called to Order 
 
2.  Roll Call 
 
3.  Announcements 
 
4.  Public Comment 
 
5.  Consent Items 
 
   a. Approval of the October 27, 2015 Investment Meeting Minutes   View 
    
   b. Monthly Staff Report   View 
 
   c.  Approval of Service Retirement(s) – Sections 31499.14, 31670, 31662.2 & 31810 
 

1. Becker, David – CEO– Effective 11-03-2015 
2. Dunkel, Kay – City of Ceres – Effective 11-14-2015 
3. Flores, L Javier– CSA – Effective 10-14-2015    
4. Gloria, Ruth– Sheriff– Effective 11-16-2015    
5. Haver, Ronald – Sheriff– Effective 11-05-2015  *    
6. Low, Stanely– DER – Effective 11-10-2015    
7. Ramazzina, John– Public Works – Effective 11-03-2015    
8. Whitfield, Gary – Assessor – Effective 11-01-2015 

* Indicates Safety Personnel 

http://www.stancera.org/agenda_schedule
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5. Consent Items (Cont.)

d. Approval of Deferred Retirement(s) – Section 31700

1. Albonetti, Brian – City of Ceres – Effective 10-28-2015  *
2. Bridgewater, Cody– Salida Sanitary District – Effective 08-01-2015
3. Grewats, Jennifer – BHRS – Effective 9-05-15
4. Hamiel, Aloise – HSA – Effective 11-14-2015
5. Morgan, Richard – DER – Effective 07-17- 2015
6. Roberts, Scott – BHRS – Effective 10-09-2015
7. Rocha, Robert – Public Works – Effective 011-01-2015
8. Rubio, Rosalba – Probation – Effective 10-28-15  *
9. Stoughtenborough, Katrina – BHRS – Effective 10-10-2015
10. Torres, Patricia – CSA – Effective 09-12-2015
11. Wyatt, Oliver – Sheriff – Effective 11-04-2015

7. Investment Manager Annual Presentation

a. American Reality  View

b. Greenfield Partners  View

8. Investment Consultant Presentation - Verus

a. Investment Performance Analysis for the Quarter Ending September 30, 2015  View

b. Monthly Flash Report for the Month Ending October 31, 2015  View

9. Executive Director

a. 2015 Quarter 3 Auxiliary Investment Report  View

b. Discussion and Action Regarding Socially Responsible Investing (SRI)  View

c. Discussion and Action Regarding Information Technology Solutions (ITS) Project    Information
Technology Consultant  - Linea Solutions  View

d. Discussion and Action Regarding Cheiron’s 2015 Demographic Experience Study  View

10. Committee Reports and Recommendations for Action

STANDING COMMITTEES

a. Internal Governance Committee

i. Discussion and Action to Accept the Internal Governance Committees’
Recommendation Regarding the June 30, 2015 and 2014 Comprehensive Annual
Financial Report (CAFR) and Independent Auditor Report  View
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11. Closed Session

a. Discussion and Action regarding the Executive Director’s Annual Review
Public Employment Government Code Section 54954.5

b. Conference with Legal Counsel – Pending Litigation – One Case:
O’Neal et al v. Stanislaus County Employees’ Retirement Association
Stanislaus County Superior Court Case No. 648469
Government Code Section 54956.9(d)(1)

c.  Conference with Legal Counsel – Pending Litigation – One Case:
Nasrawi et al v. Buck Consultants, LLC, et.al, Santa Clara County 
Superior Court Case No. 1-11-CV202224; Court of Appeal, Sixth Appellate 
District, Case No. H038894   Government Code Section 54956.9(d)(1)   

12. Members’ Forum (Information and Future Agenda Requests Only)

13. Adjournment





View







Stanislaus County Employees’ Retirement Association 
 832 12th Street, Ste. 600, Modesto, CA  95354  PO Box 3150, Modesto, CA  95353  www.stancera.org  209-525-6393  209-558-4976 Fax 

November 24, 2015 
Retirement Board Agenda Item 

TO:  Retirement Board 

FROM:  Rick Santos, Executive Director 

I. SUBJECT: Monthly Staff Report 

II. ITEM NUMBER: 5.b

III. ITEM TYPE: Information

IV. STAFF RECOMMENDATION:  None

V. SUMMARY: 

a) Fiscal Services –   The Fiscal Year 2014-2015 financial audit was completed and
the Annual Report is scheduled to go to the printer. Accounting staff is working
closely with all our employers as they implement GASB 68 for the first time.   In
October staff processed 13 active payrolls, totaling $6,222,341 in member and
employer contributions; 15 termination refunds, and 6 death benefits.  An off site
test of the disaster recovery system was conducted. By-law and policy review is in
process and will be brought to the Internal Govenance Committee in December.  All
staff made time to work with the I.T. consultants to expedite the assessment of
StanCERA’s current and future needs and move the I.T. project forward.

b) Member & Employer Services – During the month of October, Member and
Employer Services Staff processed 57 new hires (4 Safety and 53 General), 42 buy
backs, and 43 estimates.  There were 32 individual counseling sessions and one
group presentation at the County’s New Employee Orientation.

c) Investment Governance and Compliance –  As part of the audit process the
financial auditor identified two opportunities to improve in this area, which will be
addressed in 2016.

 RISK:  None 

VI. STRATEGIC PLAN:  Strategic Objective IV:  Refine StanCERA’s business and policy
practices in ways that enhance stakeholder awareness, the delivery of member services
and the ability of the Organization to administer the System effectively and efficiently*

VII. BUDGET IMPACT:  None

______________________________________  
Rick Santos, Executive Director    

__________________________________________ 
Kathy Herman, Fiscal Services Manager 

 ______________________________________ 
Dawn Lea, Member and Employer Services Manager 



AMERICAN REALTY ADVISORS

801 North Brand Boulevard, Suite 800, Glendale, CA 91203 | Tel: 818-545-1152 | www.americanreal.com | American Realty Advisors  All rights reserved.

Stanislaus County Employees' 
Retirement Association

American Strategic Value Realty Fund, LP

November 24, 2015

Jay Butterfield 
Managing Director, Fund Operations

Teri Noble
Director, Marketing and Client Service

11/24/15
ITEM 7.a
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American Realty Advisors – Commitment to Excellence

Stanley L. Iezman
Chairman & CEO

“Our mission is to create and implement client-focused

institutional real estate investment strategies designed to provide

superior returns, capital preservation and growth, delivered with a

high level of integrity, communication, and service.”

M i s s i o n  S t a t e m e n t

Teri Noble
Director, Marketing 
and Client Service

Jay Butterfield
Managing Director, 

Fund Operations



3

A Leader in the Real Estate Investment Management Industry

Assets under management represent approximate gross market value of all assets and accounts managed by American excluding partners’ share of equity and partners’ share of debt on partnership investments. 
All data above is as of September 30, 2015 unless specified otherwise.

— One of the largest privately-held real estate investment managers in 
the U.S.

— Seasoned professionals with an average of 23 years of investment 
management experience

— Over $7.4 billion in assets under management

— 157 properties primarily in major MSAs across the U.S.

— 379 institutional investors trust American to invest their capital

— Ten offices nationwide providing ability to meet investor needs 

As of November 9, 2015

West Midwest

South

East
San 

Francisco

Chicago

Atlanta

Orlando

Philadelphia

Los Angeles

Santa Fe

Connecticut

Orange 
County

Boston

American’s Offices

LOS ANGELES
(HEADQUARTERS)

Accounting, Administration,
Asset Management, Corporate, 
Investments, Legal/Compliance, 
Marketing/Client Service, Portfolio 
Management, Research

ATLANTA Asset Management

BOSTON Investments

CHICAGO
Asset Management, Dispositions, 
Investments, Marketing/Client Service

CONNECTICUT
Asset Management, Marketing/Client 
Service

ORANGE COUNTY Asset Management

ORLANDO Marketing/Client Service

PHILADELPHIA Investments

SAN FRANCISCO Asset Management, Investments

SANTA FE Marketing/Client Service
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— Extensive experience acting as a fiduciary and Prudent Person 
investing in accordance with state and federal fiduciary guidelines

— Risk control forms the basis of our investment process

• Compliance/Risk Management department evaluates all 
aspects of transactions

• Avoidance of conflicts of interest 

• No litigation with clients concerning investment 
management services provided by American

— Defined culture of teamwork and integrity 

— Sole focus on institutional real estate investment builds strong 
alignment of interests with our investors

— Recognition of our role as a steward of the capital for plan 
participants and their beneficiaries

Risk Management and Client Focus: The Foundation of Our Firm
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Fundamental Principles — Value Added Real Estate Strategy

Invest in Significant Innovation Hubs/Growth Clusters
It is essential to identify markets and sectors that will outperform throughout the market cycle. American goes beyond 
traditional market analysis and focuses on submarkets that are innovation hubs where we expect sustained growth to occur.

Target Renovation, Repositioning, and Re-leasing
Active management is the key to turning an underperforming or undermanaged asset around.  American implements a 
broad spectrum of clearly defined value-add strategies to minimize risk and capture opportunities at each stage of the 
market cycle.

Deploy Rescue Capital 
Distressed owners and underperforming assets often struggle with limited resources to execute their asset strategies. 
American capitalizes on those temporarily weakened situations in strong markets where capital and expertise can be put to 
work to create and realize value.

Identify, Design, and Build to Core
New construction provides an excellent opportunity to capture value by creating new core assets.  American selectively 
targets redevelopment and new development in key markets where we can create and deliver high-quality assets located in 
in-fill and “irreplaceable” locations.
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Investment Process

Involved throughout 
investment cycle with 
Investment and 
Portfolio Management 
Teams

– Establishes the value 
creation strategy and 
executes the 
business plan for 
each asset

– Supervises on-site 
property managers, 
leasing agents, and 
joint ventures

– Oversees capital 
budget programs

– Implements exit 
strategy

Works with Investment 
and Asset Management 
Teams

– Develops overall 
portfolio strategy

– Actively manages 
portfolios

– Implements the 
value-creation 
strategy and 
execution of 
business plans

– Establishes 
acquisition and exit 
criteria

Forms framework for 
executing acquisition 
and disposition 
strategies

– Determines key 
indicators to support 
implementation of 
value strategy

– Identifies key market 
factors to maximize 
the exit strategy

Coordinates with 
Portfolio Management 
and Asset Management 
Teams

– Sources, identifies, 
underwrites, 
structures joint 
ventures, and closes 
value add 
opportunities

– Provides feedback 
on capital market 
conditions

P
O
R
T
F
O
L
I
O

Investment ProcessInvestment 
Committee Compliance

Research Team

Portfolio Management Team

Investment Team

Asset Management Team 



AMERICAN STRATEGIC VALUE REALTY FUND

A Value-Added Real Estate Strategy

THE AMERICAN STRATEGIC VALUE REALTY FUND is an open-

end value-added real estate commingled fund that invests in office, 

retail, industrial, multi-family and other select property types 

located in target markets across the United States. The Fund seeks 

opportunities to add value during different stages of a typical three 

to seven year investment cycle with the goal to provide solid 

performance and minimize losses.



8

American Strategic Value Realty Fund – Highlights

*American Realty Advisors claims compliance with GIPS®. Please see the Value Added Real Estate Investments Composite at the end of this presentation which includes the firm description. A complete list and description of
American’s composites are available upon request. Use of leverage may create additional risks. Note that there is no guarantee that the above objectives will be achieved over any specific time period. Please refer to disclosures
at the end of this presentation.

GROSS FAIR VALUE (millions) $635.5

NET FAIR VALUE (millions) $319.5

LEVERAGE 46.5%

TOTAL SQUARE FOOTAGE 4,223,033

UNITS (multi-family) 853

% LEASED 79.7%

TOTAL NUMBER OF LIMITED PARTNERS 40

UNDRAWN COMMITMENTS (millions) $296.5

REDEMPTION QUEUE (million) $0.0

FUND SNAPSHOT
As of September 30, 2015

As of September 30, 2015
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Stanislaus County Employees’ Retirement Association

Total Commitment: $30,000,000

Investment Summary as of September 30, 2015

Inception-to-Date

Contributions $              7,671,700

Redemptions -

Net Income 213,711

Distributions -

Net Appreciation 722,323

Ending Net Asset Value $              8,607,734

Net Contributions to Date

2014 $3,549,100

2015 $4,122,600

Total $7,671,700

PERFORMANCE DISCLAIMER:
The returns above are for the Stanislaus County Employees’ Retirement Association’s investment in the American Strategic Value Realty Fund, include leveraged returns before (gross) and after (net) the deduction of investment management fees and
include the reinvestment of some income. The sum of annualized component returns may not equal the total return due to the chain-linking of quarterly returns. The performance information is considered supplemental information and
complements the attached Value-Added Commingled Real Estate Investments Composite performance. Past performance is not a guarantee of future results and it is important to understand that investments of the type made by the Fund pose the
potential for loss of capital over any time period. Many factors affect fund performance including changes in market conditions and interest rates in response to other economic, political, or financial developments. Investment returns, and the
principal value of any investment will fluctuate, so that when an investment is sold, the amount received could be less than what was originally invested. Use of leverage may create additional risks. Please refer to disclosures at the end of this
presentation.

Inception:  December 16, 2014

Performance History (through September 30, 2015)

3Q2015 Year-to-Date

Income 1.11% 3.57%

Appreciation 3.91% 12.96%

Total Return (Gross) 5.03% 16.84%

Total Return (Net) 4.17% 14.30%
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American’s Difference – A Focused and Disciplined Process 

Target high-quality assets that are “broken” or provide unique value opportunities

— Focus on strong/diversified employment markets and assets that operate best in those markets

— Create core assets through repositioning, redeveloping or new development

Comprehensive underwriting at investment/acquisition

— “Deep dive” into all aspects of the investment/asset structure to identify positives and negatives affecting 
underwriting, pricing and execution

— Seek to identify and uncover hidden opportunities to unlock value

— Thorough investigation, background review and qualification of each joint-venture partner

Intense due diligence prior to close

— Second “deep dive” involving comprehensive physical, legal, regulatory, environmental and other 
analysis 

— Establish structures for executing the potential value-creation strategy through the holding period

Asset Management

— Effective management and oversight of operating partners 

— Direct involvement at all stages of strategy planning and implementation

— Disposition execution
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Selected Value-Added Opportunities in Today’s Market

Apartments – Develop and reposition into healthy tenant and capital markets

— Reposition well-located Class B properties, which still can be acquired below replacement cost, into Class A

— Focus on irreplaceable garden communities and urban infill/high-density locations

Retail – Capitalize on changing retail landscape

— Acquire and re-tenant retail centers that have lost an anchor 

— Focus on highly functional centers in infill locations with attractive demographics

Industrial – Buy or build into strong tenant demand expansion

— Acquire vacant or soon-to-be vacated space at a discount to long-term leased space…or build it

— Focus in major population centers on locations with excellent transportation access

Office – Increase occupancies and rents in improving environment

— Acquire and reposition properties at a substantial discount to replacement cost

— Focus on highly-amenitized suburban locations, as well as select downtown areas
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American Strategic Value Realty Fund Holdings – As of 09/30/15

Information shown above reflects the Fund’s effective ownership share of the gross fair value of the real estate investment less the gross fair value of any mortgage loan. Joint -venture investment 
partnerships are accounted for using the equity method. Past performance is not a guarantee of future results and it is important to understand that investments of the type made by the Fund pose the 
potential for loss of capital over any time period. Use of leverage may create additional risks.  Please refer to disclosures at the end of this presentation.

ACTIVE INVESTMENTS
LOCATION 

(MSA)
INVESTMENT DATE PROPERTY TYPE

SF/UNITS/
ACRES

FUND'S SHARE OF 
GROSS FAIR 

VALUE

10 Chandler Industrial Park Phoenix, AZ 01/25/11 Industrial 552,370 $39,975,000 

Oak Brook Regency Towers Chicago, IL 07/06/11 Office 441,720 $91,700,000 

1130 Connecticut Avenue Washington, DC 11/15/11 Office 224,742 $57,681,430 

Portofino at Las Colinas Dallas, TX 05/17/12 Apartment 224 units $14,381,894 

1401 South State Street Chicago, IL 09/27/12 Apartment 279 units $37,017,860 

1221 City Center Oakland, CA 12/11/12 Office 520,307 $97,490,438 

York Logistics Center York, PA 03/03/14 Industrial 624,800 $34,994,927 

The Court at Deptford Philadelphia, PA 05/16/14 Retail 361,276 $31,107,739 

Hayward 92 Industrial Center Oakland, CA 06/05/14 Industrial 0 $13,251,019 

The Shoppes at South Hills New York, NY 12/15/14 Retail 517,450 $43,684,140 

Altera Highland Phoenix, AZ 12/18/14 Apartment 350 units $55,555,896 

Denver Regional Portfolio Denver, CO 02/10/15 Office 696,862 $65,912,840 

Dublin Place Shopping Center Oakland, CA 03/31/15 Retail 283,506 $52,763,739 

TOTAL $635,516,923 

REALIZED INVESTMENTS
LOCATION

(MSA)
INVESTMENT DATE PROPERTY TYPE DISPOSITION GROSS IRR

Cherry Logistics Center East Bay, CA 09/19/12 Industrial 09/24/14 42.06%

Terrace Tower Denver, CO 12/30/09 Office 02/22/12 41.69%

Jasmine Distribution Center Fontana, CA 09/29/10 Industrial 04/29/11 58.89%
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Investment Theme: Market Constraints and Lack of Capital (2009 – 2010)

EXAMPLE: TERRACE TOWER

– Acquisition cost: $20.2 M ($84.10/sf), far below the 
replacement cost of $210/sf

– 83% leased at time of acquisition

– Secured loan at closing with New York Life 

VALUE STRATEGY

– Recapitalized, leased-up, and repositioned for delivery to 
the market as a core asset

– Pursued new leases, expansions of existing tenants, and 
renewals, raising occupancy to 90% in 24 months

– Updated common area lobby, cafeteria, and outdoor space 
at a cost of $2.20/sf

REALIZED RESULTS

– The asset sold in 2012 for $37.8 M ($156/sf) resulting in a 
41.69% gross IRR and a 2.1x equity multiple

– Sold adjacent land in 2013 for $1.8 M compared to its 
allocated investment cost of $320,960

It is important to understand that investments of the type noted above pose the potential for loss of capital over any time period. Many factors affect asset performance, including changes in market conditions and interest rates in
response to other economic, political, or financial developments. Investment returns, and the principal value of any investment, will fluctuate, so that when an investment is sold, the amount received and the actual returns realized
could be less than what was originally invested or estimated at the time the investment was made. Please refer to disclosures at the end of this presentation.

In times of capital  constraints, distressed owners do not have adequate access to capital to execute cap-
ex/lease-up strategies and there is significant opportunity to acquire core assets at reduced prices and 
reposition into the upcoming recovery.

Greenwood Village, CO

A 242,610 sf, Class A office building in
Denver’s premier commercial district located
next to Interstate 25 with access to Denver’s
light rail system
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Investment Theme: Hiding in Plain Sight (2010 – 2012)

EXAMPLE: 1401 SOUTH STATE STREET

– Close to employment centers and mass transit including the 
Roosevelt “L” stop

– Well-located asset in South Loop submarket of downtown 
Chicago 

– $258,000 per unit is significantly below replacement cost

– More contemporary style and upgraded amenity package to 
better meet the market

VALUE STRATEGY

– Undertake unit interior upgrades on all units and common 
areas 

– Upgrade lobby and marketing center, and improve corridor 
lighting

– Cyber café, fitness center, and sky deck renovation, 
enhancement, and expansion

– Projected 14% gross IRR with a 1.68x equity multiple

The IRR and equity multiple projections provided are estimates based on information available at the time of underwriting and are not a guarantee of future results. It is important to understand that investments of the type noted
above pose the potential for loss of capital over any time period. Many factors affect asset performance, including changes in market conditions and interest rates in response to other economic, political, or financial developments.
Investment returns, and the principal value of any investment, will fluctuate, so that when an investment is sold, the amount received and the actual returns realized could be less than what was originally invested or estimated at
the time the investment was made. Please refer to disclosures at the end of this presentation.

As the economic recovery develops, investor focus is on high-quality core assets in major markets and 
overlooks solid assets that need TLC. Core assets in need of physical cosmetic/management upgrades 
can be acquired at well below market pricing and repositioned.

Chicago, IL

A 279-unit, Class A high-rise apartment
building in Chicago’s South Loop with in-
house amenities and accessibility to
transportation, employment, services and
recreation
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Investment Theme: Movement Out of High-Rent Markets (2012 – 2015/6)

EXAMPLE: 1221 CITY CENTER 

– Part of a 15-year sale lease-back transaction where Clorox 
will occupy 52% while vacating nine contiguous floors, 
providing the opportunity to re-lease 160,000 sf

– Acquired at $209/sf, far less than the estimated replacement 
cost of $501/sf

– Projected capital plan budget: $14.6 M ($25/sf)

VALUE STRATEGY

– 160,000 sf inclusive of 9,746 sf of retail and plaza level 
space with rents in Oakland at 40% to 50% below San 
Francisco rents and well below the historical market 
differential premium of 20% to 25% 

– Implement $1 M renovation of the building lobby and 
reduce operating expenses through scope right-sizing and 
aggressive re-bidding

– 12.9% underwritten gross IRR with a 1.77x equity multiple

The IRR and equity multiple projections provided are estimates based on information available at the time of underwriting and are not a guarantee of future results. It is important to understand that investments of the type noted
above pose the potential for loss of capital over any time period. Many factors affect asset performance including changes in market conditions and interest rates in response to other economic, political, or financial developments.
Investment returns, and the principal value of any investment will fluctuate, so that when an investment is sold, the amount received and the actual returns realized could be less than what was originally invested or that estimated
at the time the investment was made. Please refer to disclosures at the end of this presentation.

Renters in core sub markets where rents are rapidly escalating are forced to seek comparable space 
substitutes. Tenants with rent sensitivity are looking for lower rent alternative in “step-out” sub markets 
adjacent to these pricier markets and sub markets.

Oakland, CA

A Class A 520,234 sf 24-story LEED Platinum
certified building in the heart of Oakland’s
CBD, with 37,000 sf of street-level and lower
plaza-level retail and perpetual rights to 350
parking spaces in an underground parking
garage
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Investment Theme: “Build to Core” (2013 – 2016)

EXAMPLE: CHERRY LOGISTICS CENTER

– Proximate to truck, rail, and air transportation in the heart 
of the SF/East Bay industrial hub

– Shortage of competitive Class A product in the area

– Increasing tenant demand for larger modern distribution 
facilities in top-performing markets 

VALUE STRATEGY

– First state-of-the-art development in the market in the past 
13 years

– Joined in the recovery of industrial real estate and 
economic growth in the Bay Area

– Among the first to market product for an in-fill modern 
distribution facility

– Underwritten gross IRR at acquisition  of 11.81% with a 
1.69x equity multiple

REALIZED RESULTS

– Sold in Q3 2014 for $87.75 M ($153/sf), resulting in a 
42.06% gross IRR and a 1.9x equity multiple

It is important to understand that investments of the type noted above pose the potential for loss of capital over any time period. Many factors affect asset performance, including changes in market conditions and interest rates in
response to other economic, political, or financial developments. Investment returns, and the principal value of any investment, will fluctuate, so that when an investment is sold, the amount received and the actual returns realized
could be less than what was originally invested or estimated at the time the investment was made. Please refer to disclosures at the end of this presentation.

Lack of construction in most markets over the past 10-15 years has resulted in a lack of high-quality 
assets for lease. Sustained demand for high-quality core space by tenants favors “build to core” value 
strategies to create core assets in major markets

San Francisco Bay Area

Newly developed state-of-the-art Class A 574,600 sf
LEED Silver certified distribution facility. Located in
Northern California’s global technology epicenter and
100% leased to Fortune 50 e-commerce tenant
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Upcoming Themes (2015 - )

Later Cycle Strategies

— Immediate lease up opportunities that produce income stability 2 to 5 years out and/or the opportunity 
to create value and exit an investment within a narrow timeframe

— Protected investment opportunities that provide existing income over an extended time frame in 
investments that can offer additional value in the future through re-entitlement, added density and/or 
adaptive reuse

— Equity capital stack investments such as preferred equity and/or mezzanine debt that are senior to 
subordinated equity, providing for first loss mitigation



ADDITIONAL INVESTMENTS
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Best-in-Class Target-Anchored Power Center
Anchored by Target, the second largest discount retailer in the
United States

Excellent Location & Access
Near the intersection of Interstates 580 & 680 and accessible from
three directions with nearby BART station

Mixture of Leases
Rent roll of both tenants with multiple renewal options and near-
term vacancies at below market rents

Investment Activity

Dublin Place Shopping Center San Francisco Bay Area, CA

TYPE Retail

YEAR BUILT 1979

SIZE 283,506 sf

LEASED 97%

Denver Regional Portfolio Denver, CO

TYPE Office

YEAR BUILT Varied

SIZE 696,862 sf

LEASED 78%

Attractive Acquisition Price
Properties acquired at a significant discount to replacement costs

Improving Denver Office Market
Unemployment below 5% and accelerated market rent growth is
projected

Product Diversity
Several different building types, classes, tenancies, physical
attributes and/or locations give each property unique strengths
among its competitors
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Investment Activity

Outstanding Location
Located in one of Phoenix’s most sought after submarkets, with close
proximity to several employment hubs, popular retail and nightlife
areas, and a strong school district.

Value Proposition
Following a property-wide renovation program, rents will still
represent a significant discount to newer luxury product offering
smaller average units in the market.

Strong Operating Partner
The investment is a joint venture with Wood Partners, a national real
estate company that acquires, develops, and property-manages high-
density and mixed-use communities.

Altera Highland Phoenix, AZ

TYPE Multi-family

YEAR BUILT 1998

SIZE 350 units

LEASED 85% 

The Shoppes at South Hills Poughkeepsie, NY

TYPE Retail

YEAR BUILT 1974/2008

SIZE 517,450 sf

LEASED 86%

Discount to Replacement Cost 
The all-in cost basis upon stabilization of $103/sf represents a 55% 
discount to the estimated replacement cost at the time of acquisition.

Upside Opportunity
Over 70,000 sf of existing vacancy plus 50,000 sf of additional buildable 
area approved for development on multiple outparcels.

Local Joint Venture Partner
Invested in a joint venture partnership with a regional operator active in 
this submarket for over 20 years.
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Strong Potential Tenant Demand
Increasing tenant demand for larger modern distribution facilities
in top-performing markets.

Lack of Competition
Lack of competitive Class A product in the area

Top-Tier Industrial Design
Experienced development team using top-tier industrial design

Investment Activity

Hayward 92 Industrial Center Hayward, CA

TYPE Industrial

YEAR BUILT 2015

SIZE 471,404 sf

LEASED Under Development

The Court at Deptford Deptford, NJ

TYPE Retail

YEAR BUILT 1991

SIZE 361,276 sf

LEASED 47%

Distressed REO Asset
Acquired from CMBS trust lender which had foreclosed on the
property

Discount to Replacement Cost
The all-in cost basis upon stabilization of $107/sf represents a 46%
discount to today’s estimated replacement cost

Local Joint-Venture Partner
Invested bridge-preferred equity and joint-venture equity in
partnership with a strong operator

Upside Opportunity
19% discount to par value of the loan prior to the seller foreclosing
in 2012
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Investment Activity

Privately-negotiated Off Market
Acquired directly from owner-occupant at a discount to
replacement cost

15-month Lease-Back with Landlord Termination Rights
Provides cash flow for carry costs and debt service as well as
flexibility for securing appropriate new tenants

Unique Differentiating Characteristics
40’ clear height, ample trailer storage, high-end dock
finishes/packages, 8” super-flat floors, and excess land to
potentially expand the building by roughly 145,000 sf

York Logistics Center York, PA

TYPE Industrial

YEAR BUILT 2007

SIZE 624,800 sf

LEASED 100% 

Portofino at Las Colinas Dallas, TX

TYPE Multi-Family

YEAR BUILT 2007

SIZE 224 units

LEASED 94%

Price Significantly Below Mid-Rise Replacement Cost
Purchase price below replacement cost and recent trades of
comparable properties

Outstanding Location
Located in the heart of one of Dallas’ most successful planned
communities

Solid Stabilized Project
Property is a core asset in terms of amenities, location, and
demographics



23

Investment Activity

Undermanaged Asset in Top Performing Location
Situated in one of the best performing MSAs in the nation with
strong potential demand from the federal government

Investment Benefits From Positive Leverage
In-place debt of approximately 60% loan-to-value at LIBOR +
2.25% with a debt maturity in 2016 that coincides with the
planned exit date

1130 Connecticut Avenue Washington, DC

TYPE Office

YEAR BUILT 1986

SIZE 224,742 sf

LEASED 56% 

Oak Brook Regency Towers Oak Brook, IL

TYPE Office

YEAR BUILT 1977

SIZE 441,720 sf

LEASED 86% 

Excellent In-Place Rental Stream
7.87% initial yield to purchase price with upside potential as
market rental rates recover

Attractive Acquisition Price
Purchase price was roughly 80%-90% of the age-adjusted
replacement value
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Investment Activity

Appealing Purchase Price
Purchase price significantly below replacement and the 
developer’s actual cost

Great Lease-Up Potential
Opportunity to add value through lease-up and rental-rate 
increases associated with the economic recovery and greater 
demand for industrial space

Chandler Industrial Park Chandler, AZ

TYPE Industrial

YEAR BUILT 2008

SIZE 552,370 sf

LEASED 65% 
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American’s Competitive Advantages

REAL ESTATE FOCUS Firm philosophy and process focused exclusively on private real estate transactions

WORKING WITH 
DECISION MAKERS 

Firm is 100% owned by senior management who have extensive real estate investment 
management experience

DISCIPLINED PROCESS Research-based investment management focusing on risk control and value realization

ACTIVE MANAGEMENT Operating real estate with hands-on expertise 

RISK CONTROL Over 27-year track record understanding and underwriting risk 

PERFORMANCE 
Steady long-term performance, with experience investing in all phases of the real estate 
cycle
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Jay Butterfield is American Realty Advisors’ Managing Director, Fund Operations, responsible for overseeing the fund-level operations of American’s
commingled and separate accounts and for directing marketing and client service for American's real estate products and services to the institutional
investment community. Mr. Butterfield also serves as a member of the firm’s Management Committee. Prior to joining American, Mr. Butterfield was a Vice-
President with Prudential Investments, where he represented the firm's multi-asset investment capabilities to Taft-Hartley plans, public employee retirement
systems and corporate plan sponsors in the Western United States and Canada. He has been a CFA® charter holder since 1984.

Jay Butterfield
Managing Director, Fund Operations

Years of real estate experience: 37 years 
Education: University of California, Berkeley: B.A.
University of California, Los Angeles: M.A., Economics

Today’s Presenters

Teri Noble is a Director, Marketing and Client Service for American Realty Advisors, responsible for marketing American’s full line of real estate investment
management services, including commingled fund and separate account investment programs, to institutional clients in the Western United States. Prior to
joining American, Ms. Noble served as the Senior Vice President of Relationship Management at BNY Convergex, where she was responsible for
relationship management with plan sponsors and consultants, and for developing new business opportunities throughout the institutional investor and
investment consultant community. Ms. Noble is a founding board member of the Women’s Institutional Investment Network of Los Angeles, and recently
served as Board Director for the Financial Women’s Association of San Francisco.

Teri Noble
Director, Marketing and Client Service

Years of investment experience: 19 years 
Education: University of California, Davis: B.A.
Saint Mary’s College of California: M.B.A. 
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Disclosures
This presentation is for your information only and is neither an offer to sell nor a solicitation of an offer to buy any securities or financial instruments. The securities
to which this presentation relates have not been, and will not be registered under the U.S. Securities Act of 1933, as amended, any other U.S. federal or state or
non-U.S. securities laws or the laws of any non-U.S. jurisdiction. The information in these materials is intended solely for “Accredited Investors” within the
meaning of Rule 501 of Regulation D under the U.S. Securities Act of 1933 and “qualified purchasers” within the meaning of the Investment Company Act of
1940. Any product or service referred to herein may not be suitable for any or all persons.

The information in this presentation has been obtained or derived from sources believed by American Realty Advisors (“American”) to be reliable but American
does not represent that this information is accurate or complete. Any opinions or estimates contained in this presentation represent the judgment of American at
the time this presentation was prepared and are subject to change without notice. They should not be considered promises or advice. Performance analysis is
based on certain assumptions with respect to significant factors that may prove not to be as assumed. You should understand these assumptions and evaluate
whether they are appropriate for your purposes. Performance results are often based on mathematical models that use inputs to calculate results. As with all
models, results may vary significantly depending upon the value of the inputs given. Models used in any analysis may be proprietary, making the results difficult
for any third party to reproduce.

No investment strategy or risk management technique can guarantee returns or eliminate risk in any market environment. Photos used in this presentation were
selected based on visual appearance and are used for illustrative purposes only. Investments discussed in this presentation are expected to involve the economic
and business risks generally inherent in real estate investments of the type the Fund intends to make. A major risk of owning income-producing properties is the
possibility that the properties will not generate income sufficient to meet operating expenses, to service any loans that are secured by the properties or to fund
adequate reserves for capital expenditures. The income from properties may be affected by many factors, including, but not limited to, fluctuations in occupancy
levels, operating expenses and rental income (which in turn may be adversely affected by general and local economic conditions); the supply of and demand for
properties of the type in which the Fund invests; energy shortages; compliance by tenants with the terms of their leases; collection difficulties; the enactment of
unfavorable environmental or zoning laws; Federal and local rent controls; other laws and regulations; and changes in real property tax rates. The marketability
and value of any properties of the Fund will depend on a number of factors beyond the control of the Fund, including, but not limited to, those previously
described. Furthermore, there can be no assurance that a ready market for the properties of the Fund will exist at any particular time, since investments in real
properties are generally considered to be more illiquid than publicly-traded securities. Any return to the investors on their investment will depend upon factors
that cannot be predicted at the time of investment, that may be beyond the control of the Fund, or that may be uninsurable or not economically insurable (such as
losses caused by earthquakes, terrorism or floods). Such factors will also affect the return to the investors on their investment.

The description of certain risk factors in this presentation does not purport to be a complete enumeration or explanation of the risks involved in an investment in
the Fund. Investors should read the Fund’s confidential offering memorandum and consult with their own advisors before deciding to subscribe or invest. In
addition, as the investment markets and Fund develop and change over time, an investment may be subject to additional and different risk factors. No assurance
can be made that profits will be achieved or that substantial losses will not be incurred.

The Fund is authorized to borrow up to 65% of the total gross value of the real estate assets owned by the Fund and is not required to reduce debt in the event the
total value of its real estate declines. The use of leverage introduces the risk that cash flow from properties so encumbered, or from other sources, may not be
sufficient to service the secured debt and therefore could result in the loss of equity through foreclosure. This presentation should be considered confidential and
may not be reproduced in whole or in part, and may not be circulated or redelivered to any person without the prior written consent of American. This
presentation is intended for Fund investors, their consultants, and prospective investors only. Past performance is not a guide to or otherwise indicative of future
results. As with all investments there are associated inherent risks. The investments made by the Fund and described herein are not FDIC insured, are not bank
guaranteed, are not guaranteed by American and may lose value.
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Forward-Looking Statements

This presentation may contain forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995 with respect to future financial
or business performance, strategies or expectations. Forward-looking statements are typically identified by words or phrases such as "trend," "potential,"
"opportunity," "pipeline," "believe," "comfortable," "expect," "anticipate," "current," "intention," "estimate," "position," "assume," "outlook," "continue," "remain,"
"maintain," "sustain," "seek," "achieve," and similar expressions, or future or conditional verbs such as "will," "would," "should," "could," "may" or similar
expressions. American Realty Advisors (“American”) cautions that forward-looking statements are subject to numerous assumptions, risks and uncertainties, which
change over time. Forward-looking statements speak only as of the date they are made, and American assumes no duty to and does not undertake to update
forward-looking statements. Actual results could differ materially from those anticipated in forward-looking statements and future results could differ materially
from historical performance.

In addition to factors previously disclosed in the Fund’s disclosure documents and those identified elsewhere in this presentation, the following factors, among
others, could cause actual results to differ materially from forward-looking statements or historical performance: (1) the introduction, withdrawal, success and
timing of business initiatives and strategies by American on behalf of the Fund and/or by others in its industry; (2) changes in political, economic or industry
conditions, the interest rate environment or financial and capital markets; (3) the relative and absolute investment performance and operations of the Fund’s
investments; (4) the impact of increased competition in the financial, capital and real estate markets; (5) the impact of capital improvement projects in the real
estate markets; (6) the impact of future acquisitions and divestitures by the Fund, its competitors and other participants in the financial, capital and real estate
markets; (7) the favorable or unfavorable resolution of legal proceedings affecting the Fund’s investments; (8) the impact, extent and timing of technological
changes; (9) the impact of legislative and regulatory actions and reforms and increasing regulatory, supervisory or enforcement actions of government agencies
relating to the Fund’s investments; (10) terrorist activities, which may adversely affect the general economy, real estate, financial and capital markets and specific
industries; (11) the ability of American to attract and retain highly talented professionals; and (12) the impact of changes to the tax code and tax legislation in
general.
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Value Added Commingled Real Estate Investments Composite

COMPOSITE RETURN DATA

NCREIF 
NFI-AVAI

(2010-2012)
NFI-CEVA 

(2013 Forward)
# Of Composite T otal Firm %

Gross-of-Fees Net-of-Fees Accounts Assets Net Assets* Externally

T otal Return Income Appreciation T otal Return T otal Return ** ($ Millions) ($ Millions) Appraised
2014 13.77% 3.34% 10.20% 11.54% 20.14% 1 257 5,083 98%
2013 12.23% 6.03% 5.94% 10.72% 12.87% 1 168 4,385 100%
2012 11.68% 7.07% 4.38% 10.14% 12.28% 1 152 3,853 97%

2011 15.51% 4.39% 10.67% 13.17% 20.84% 1 95 3,496 73%

2010 27.39% 6.37% 19.98% 22.22% 15.65% 1 28 2,718 54%

3 year 12.56% 5.47% 6.81% 10.80% 15.04%

5 year 15.98% 5.43% 10.10% 13.47% 16.30%

Since Inception
12/30/2009 16.11% 4.52% 11.14% 13.61% 16.20%

COMPOSITE STATISTICS AT YEAR-END

Year

Annualized Returns

* Assets under management represent the net value of all assets and accounts managed by
American Realty Advisors (excluding partners' share of equity and debt on partnership
investments and non-real estate debt assets through 12/31/10). Prior to March 31, 2008,
American reported total firm assets as the amount of assets under management plus
undrawn capital commitments and noted the amount of such undrawn commitments in a
footnote. Effective March 31, 2008, American restated year-end firm assets from 2001-
2007 to omit such undrawn commitments.

** The portfolio in the composite represents an open-end commingled fund.

F:\F\W\PowerPoint\Strategic Value Realty Fund\Client Review\StanCERA\2015\Stanislaus County Employees' Retirement Association_11.24.15.pptx

COMPLIANCE STATEMENT: American Realty Advisors (“American”) claims compliance with the Global Investment Performance
Standards (GIPS®) and has prepared and presented this report in compliance with GIPS. American has been independently verified for
the periods January 1, 2001 through December 31, 2014. The verification report is available upon request. Verification assesses
whether (1) the firm has complied with all the composite construction requirements of the GIPS standards on a firm-wide basis and (2)
the firm’s policies and procedures are designed to calculate and present performance in compliance with the GIPS standards.
Verification does not ensure the accuracy of any specific composite presentation.

THE FIRM: American is an investment advisor registered with the U.S. Securities and Exchange Commission under the Investment
Advisers Act of 1940, as amended.

THE COMPOSITE: The Value-Added Commingled Real Estate Investments Composite was created on December 30, 2009 and consists
of all fully discretionary open-ended commingled fund real estate portfolios managed by the firm using a value-added strategy.
American defines a Value-Added portfolio as one consisting of real estate assets that have not reached full stabilization or that involve
efforts to increase value and that tend to have more inherent risk than Core or Enhanced Equity portfolios. Investments in a Value
Added portfolio are made primarily in direct real estate or joint ventures formed to invest in real estate (excluding speculative land
investments – but include entitled land pending development) that is in various stages of development, mezzanine debt, and other
similar investments nationwide, in or near major markets with above average growth potential.

American defines a discretionary portfolio as any portfolio over which American has full discretion regarding investment decisions. The
firm defines a non-discretionary portfolio as any portfolio over which American does not have full discretion regarding investment
decisions. The firm maintains a complete list and description of composites, which is available upon request.

BENCHMARK: For the period beginning January 1, 2010 through December 31, 2012 the composite was benchmarked against the
NFI-AVAI. NFI-AVAI returns include leverage and are shown before (gross) the deduction of investment management fees. Previously
reported NFI-AVAI returns are subject to revision because the NFI-AVAI is reported on a lagged quarter basis and NCREIF may also
restate the index to include the addition of new funds. Therefore the annual NFI-AVAI returns reported in this disclosure presentation
may be different than previously reported and supersede NFI-AVAI returns reported on prior disclosure presentations. The NFI-AVAI
should not be relied upon as an exact measure of comparison since this composite is invested in substantially fewer assets and the
weightings of each property type will differ between the two in any measurement period. In 2013, NCREIF discontinued the NFI-AVAI.
Effective January 1, 2013, American has elected to use the NCREIF Fund Index Closed-End Value-Add (NFI-CEVA) benchmark. NFI-

CEVA returns are presented by NCREIF in preliminary status, and remain subject to revision. The NFI-CEVA should not be relied upon
as an exact measure of comparison since this composite does not include open-end funds or separate accounts.

LEVERAGE: In some cases, the use of leverage is a significant component of the value-added investment strategy. Fixed or floating rate
debt may be used. Interest rate caps and swaps may be used when obtaining variable rate debt with the intention of fixing the variable
rate when favorable. The firm’s leverage strategy takes into account a wide variety of factors and considers risks associated with the
development, operating and leasing strategies of the underlying investments. Total leverage on this composite does not exceed 65% of
the greater of (i) the gross fair value of the assets in each portfolio included in the composite or (ii) the initial gross investment cost of
such assets.

CALCULATION OF PERFORMANCE RETURNS: Performance is stated in U.S. Dollars, is presented gross and net of management fees
and includes the reinvestment of some income and the effect of cash and cash equivalents. Net of fee returns are reduced by actual
asset management and incentive fees and other expenses that may be incurred in the operation of the real estate and the portfolio. The
dispersion columns represent the lowest and highest annual gross of fee portfolio returns where there are 5 or more portfolios.
Performance returns are computed using investment level return formulas, which calculate time-weighted returns for real estate
investments by geometrically linking component returns and have been adjusted for external cash flows. The sum of the income and
appreciation may not equal the total return for annualized periods due to the chain-linking of quarterly returns. Past performance is not
a guarantee of future results.

VALUATIONS: Portfolios included in the composite consist primarily of real estate, investments in joint ventures invested in real
estate, and some cash. Real estate values are based upon independent appraisals performed on an annual basis, with restricted-scope
appraisals conducted on a quarterly basis for those assets not receiving a full appraisal that quarter. Policies for valuing portfolios,
calculating performance, and preparing compliant presentations are available upon request.

FEES: Asset management fees are payable to American quarterly in arrears, based on an annual rate of 1.25% on the first $10 million
invested in a portfolio, 1.20% on the next $15 million, 1.10% on the next $25 million, and 1.00% of any amount in excess thereof.
The management fee on excess cash is 0.10% per annum, paid quarterly in arrears. American is also entitled to an acquisition fee of
6% on each new investment paid by a transaction counterparty or the fund and an incentive fee, subject to a clawback, equal to 20% of
any amount in excess of a 10% annual internal rate of return calculated over a 3 year period.
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DISCLAIMER

THE INFORMATION CONTAINED IN THIS SUMMARY AND THE RELATED PRESENTATION BY GREENFIELD PARTNERS, LLC (THE “ADVISER”) IS PROPRIETARY AND CONFIDENTIAL.
TO PREVENT THE FUND, THE ADVISER AND AFFILIATED ENTITIES FROM SUSTAINING SUBSTANTIAL COMPETITIVE HARM AND TO PROTECT THE INTERESTS OF THE FUND AND ITS
PARTNERS, THE RECIPIENT OF THIS DOCUMENT AGREES TO HOLD SUCH INFORMATION IN STRICT CONFIDENCE.

THIS SUMMARY AND THE RELATED PRESENTATION BY THE ADVISER IS FOR INFORMATIONAL PURPOSES ONLY AND IS NOT INTENDED AS AN OFFER OR SOLICITATION OF AN
OFFER TO PURCHASE ANY INTEREST IN THE FUND IN ANY JURISDICTION. ANY OFFERING OF INTERESTS IN THE FUND IS MADE ONLY BY MEANS OF A PRIVATE PLACEMENT
MEMORANDUM OR OTHER APPROPRIATE MATERIALS AND THE ADVISER REFERS YOU TO THE DISCLAIMERS CONTAINED THEREIN. THIS PRESENTATION IS QUALIFIED IN ITS
ENTIRETY BY THE OFFERING DOCUMENTS AND DOES NOT PURPORT TO BE ALL INCLUSIVE OR TO CONTAIN ALL THE INFORMATION THAT INVESTORS MAY DESIRE IN
INVESTIGATING THE PERFORMANCE OF THE FUND. THIS SUMMARY SHOULD NOT BE CONSIDERED LEGAL, TAX OR INVESTMENT ADVICE. EACH INVESTOR SHOULD CONSULT
WITH ITS OWN COUNSEL, ACCOUNTANT, TAX ADVISOR OR OTHER INVESTMENT ADVISOR WITH RESPECT TO ITS INVESTMENT IN THE FUND.

"ESTIMATED PERFORMANCE" (INCLUDING ESTIMATED RETURNS, OPINIONS OR EXPECTATIONS ABOUT ANY FUTURE EVENT) CONTAINED IN THIS PRESENTATION ARE BASED ON
A VARIETY OF ESTIMATES AND ASSUMPTIONS BY THE ADVISER, INCLUDING, AMONG OTHERS, ESTIMATES OF FUTURE OPERATING RESULTS, THE VALUE OF ASSETS AND
MARKET CONDITIONS AT THE TIME OF DISPOSITION, AND THE TIMING AND MANNER OF DISPOSITION OR OTHER REALIZATION EVENTS. THESE ESTIMATES AND ASSUMPTIONS
ARE INHERENTLY UNCERTAIN AND ARE SUBJECT TO NUMEROUS BUSINESS, INDUSTRY, MARKET, REGULATORY, GEO-POLITICAL, COMPETITIVE AND FINANCIAL RISKS THAT ARE
OUTSIDE OF THE ADVISER'S CONTROL. THERE CAN BE NO ASSURANCE THAT THE ASSUMPTIONS MADE IN CONNECTION WITH THE ESTIMATED PERFORMANCE WILL PROVE
ACCURATE, AND ACTUAL RESULTS MAY DIFFER MATERIALLY, INCLUDING THE POSSIBILITY THAT AN INVESTOR MAY LOSE SOME OR ALL OF ANY INVESTED CAPITAL. THE
INCLUSION OF THE ESTIMATED PERFORMANCE HEREIN SHOULD NOT BE REGARDED AS AN INDICATION THAT THE ADVISER CONSIDERS THE ESTIMATED PERFORMANCE TO BE A
RELIABLE PREDICTION OF FUTURE EVENTS AND THE ESTIMATED PERFORMANCE SHOULD NOT BE RELIED UPON AS SUCH. NEITHER THE ADVISER NOR ANY OF ITS
REPRESENTATIVES HAS MADE OR MAKES ANY REPRESENTATION TO ANY PERSON REGARDING THE ESTIMATED PERFORMANCE AND NONE OF THEM INTENDS TO UPDATE OR
OTHERWISE REVISE THE ESTIMATED PERFORMANCE TO REFLECT CIRCUMSTANCES EXISTING AFTER THE DATE WHEN MADE OR TO REFLECT THE OCCURRENCE OF FUTURE
EVENTS, EVEN IN THE EVENT THAT ANY OR ALL OF THE ASSUMPTIONS UNDERLYING THE ESTIMATED PERFORMANCE ARE LATER SHOWN TO BE IN ERROR.

THIS SUMMARY AND THE PRESENTATION BY THE ADVISER CONTAINS CERTAIN FORWARD-LOOKING STATEMENTS OR STATEMENTS THAT MAY BE DEEMED OR CONSTRUED TO
BE FORWARD-LOOKING STATEMENTS WITHIN THE MEANING OF THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995 WITH RESPECT TO THE FUND'S FINANCIAL
CONDITION AND BUSINESS. THE WORDS "MAY," "WILL," "SHOULD," "COULD," "ANTICIPATE," "PREDICT," "POTENTIAL," "ESTIMATE," "PLAN," "INTEND," "BELIEVE," "EXPECT,"
"PROPOSED," AND SIMILAR EXPRESSIONS ARE INTENDED TO IDENTIFY FORWARD-LOOKING STATEMENTS. THESE FORWARD-LOOKING STATEMENTS INVOLVE AND ARE SUBJECT
TO KNOWN AND UNKNOWN RISKS, UNCERTAINTIES AND OTHER FACTORS THAT COULD CAUSE THE FUND'S ACTUAL RESULTS, PERFORMANCE (FINANCIAL OR OPERATING) OR
ACHIEVEMENTS TO DIFFER FROM ANTICIPATED FUTURE RESULTS. INVESTORS ARE CAUTIONED NOT TO PLACE UNDUE RELIANCE ON THESE FORWARD-LOOKING STATEMENTS,
WHICH SPEAK ONLY AS OF THE DATE HEREOF. FORWARD-LOOKING STATEMENTS ARE BASED ON A NUMBER OF ASSUMPTIONS AS TO FUTURE EVENTS THAT ARE INHERENTLY
UNCERTAIN AND SUBJECTIVE. NO REPRESENTATION OR WARRANTY IS MADE AS TO WHETHER SUCH ASSUMPTIONS WILL BE PROVED TO BE CORRECT OR WHETHER FUTURE
RESULTS WILL OCCUR AS PROJECTED. THE FORWARD-LOOKING STATEMENTS HAVE BEEN PREPARED SOLELY BY THE ADVISER AND DO NOT COMPLY WITH ANY GUIDELINES
ESTABLISHED BY THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS OR ANY OTHER SIMILAR AUTHORITY. THERE CAN BE NO ASSURANCES THAT ANY OF THE
EXPECTED RESULTS WILL BE ATTAINED. ACTUAL RESULTS COULD DIFFER SIGNIFICANTLY FROM THOSE CURRENTLY ANTICIPATED DUE TO A NUMBER OF FACTORS.

INVESTMENT IN THE FUND INVOLVES SIGNIFICANT RISKS DUE TO, AMONG OTHER THINGS, THE NATURE OF THE FUND’S INVESTMENTS IN THE REAL ESTATE MARKET.
INVESTMENTS IN THE FUND ARE SPECULATIVE AND INVOLVE A SUBSTANTIAL RISK OF LOSS, INCLUDING THE POSSIBILITY OF THE TOTAL LOSS OF AN INVESTMENT THEREIN. IN
MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF THE OPPORTUNITY AND THE TERMS OF THE INVESTMENT, INCLUDING THE
MERITS AND RISKS INVOLVED. THESE MATERIALS DO NOT DISCLOSE ALL THE RISKS AND OTHER SIGNIFICANT ISSUES RELATED TO AN INVESTMENT IN THE FUND, SOME, BUT
NOT ALL, OF WHICH ARE DESCRIBED IN MORE DETAIL IN THE OFFERING DOCUMENTS.
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FIRM OVERVIEW

• Greenfield Partners, LLC is a privately-held investment firm founded by Gene Gorab in 1997

• The Company employs 44 people in four offices: Westport, CT, Chicago, IL, Austin, TX and 
Arlington, VA

• Seven employees own interests in the management company, and 17 total employees own carry 
in our most recent vehicle

• Including GAP VII, the Company has sponsored 7 diversified investment vehicles:

Fund Name Committed Equity Investment Period

- Greenallon I $137 million 1997-1999

- Greenfield Acquisition Partners II $291 million 2000-2002

- Greenfield Acquisition Partners III $500 million 2002-2004

- Greenfield Acquisition Partners IV $675 million 2005-2007

- Greenfield Acquisition Partners V $1.0 billion 2007-2010

- Greenfield Acquisition Partners VI* $450 million 2011-2013

- Greenfield Acquisition Partners VII** $688 million 2014- 2017

• Greenfield has also sponsored three long-term vehicles focused solely on land, and participated 
in the Treasury’s PPIP program as a sub-advisor to Alliance Bernstein 

*Includes GAP VI Office Co-Invest LP

**Includes GAP VII GMSP and GMSIP Co-Invest Portfolios
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ORGANIZATION CHART

• Headcount of 44, located in Westport, Chicago, Austin and Northern Virginia – 17 of those have carried 
interests in GAP VI and/or GAP VII

Nicole Laskin
Compliance

Associate (2)

Dean Sotter
Principal 
COO (16)

Michael Bradley
Principal
CIO (15)

Raj Menon
Principal

Capital Market (13)

Paul Altieri
Principal
CFO (17)

Matt Faris
Managing Director 

(11)

Alex Ching
Director (11)

Jeff Usas
Managing Director 

(9)

Leyla Leblebici
VP (2)

Eugene A. Gorab
President and CEO 

(18 years)

David Bennion
Director (7)

Suzanne McCabe
Human Resources 

(7)

Eric Freeman
Director (11)

Georgina Bodick
AP Coordinator (5)

Eli Boyajian
Chief Technology 

Officer (1)

Frank Cartolano
Managing Director 

Legal (8)

Meaghan Byrnes 
Sr. Fund 

Accountant (2)

Jaimin Shah
System 

Administrator  (1)

Brandon Bass
VP (8)

Barry Marcus
Principal

Legal (17)

Stan Nix
Principal

Asset Mgmt (15)

Rosie Vitalo
Assistant (15)

Gary Dienst
Managing Director

Tax (8)

Michael Tompkins
Analyst (1)

Ally Beadle
Assistant (5)

Peter Gottlieb
VP (2)

GP Equity 
Partner

Principal

(years at GFP)

Robert Hernandez
VP  (3)

Michael Paloian
Associate (3)

Trevor Oliff
Associate (1)

Diana Genovese
Sr. Fund 

Accountant (1)

Mike Baldwin
Analyst  (1)

Elizabeth Wohlleb
Director (1)

Jack Ambrose
Analyst (1)

Bridget Bartmann
Associate  (1)

Alicia Pacheco
Accountant (1)

Kassie Philben
Assistant (3)

Jennifer Montanaro
Assistant (13)

Elizabeth Memoli 
Assistant (1)

Elena Sycheva 
Sr. Accountant (1)

Carmela Morse
Fund Controller (7)

Diane Overton
Cash Manager/AP 

Supervisor (7)

Ashley Klem
Fund Controller (3)

Jennifer Campos
Fund Controller (1)

Brian Orr
Chief Accounting 

Officer (1)
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GAP VII FUND OVERVIEW

• GAP VII - Initial Closing in December 2013 with a Final Closing in June 2015

• Fund total commitments of $382M in addition to $309 million committed to two co-investment vehicles

• StanCERA commitment of $15 million

• StanCERA capital called to date of $7.9 million or 53% of commitment

• The Fund has made 16 investments committing peak equity of $270M

Office 48%

Industrial 42%

Hotel 3% Residential 7%

Peak Equity by Property Type
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Asset Location Property Type Size Closing Date Purchase Price GAP VII Peak Equity

Greenfield Multi-State Partners Various Office 6,613,157 12/24/2013 $692.0 M $28.1 M 

Memphis Intl. Airport Center Memphis, TN Industrial 1,140,610 4/24/2014 $24.2 M $9.8 M 

Minneapolis Office/Tech Portfolio Minneapolis, MN Office / Flex 625,698 5/1/2014 $67.4 M $15.4 M 

SouthBridge Birmingham, AL Office 225,300 6/26/2014 $24.2 M $8.3 M 

Research Commons Raleigh-Durham, NC Office 429,758 7/29/2014 $58.7 M $16.2 M 

Lakeshore Park Plaza Birmingham, AL Office 196,871 8/20/2014 $25.2 M $8.0 M 

SouthPark &121 W Trade Charlotte, NC Office 567,948 8/22/2014 $92.7 M $19.5 M 

North Austin Industrial Austin, TX Industrial 527,982 9/1/2014 $49.0 M $15.0 M 

Greenfield Multi-State Industrial Various Industrial 9,316,135 10/27/2014 $470.5 M $81.3 M 

Wells Fargo Center Tampa, FL Office 389,608 11/25/2014 $78.0 M $19.9 M 

Monument Village  College Park, MD Mezz 235 Units 9/30/2014 $7.0 M $7.0 M 

Hotel San Jose Austin, TX Hotel 40 Keys 12/12/2014 $16.5 M $6.3 M 

JMT Development Hunt Valley, MD Office 131,100 6/30/2015 $34 M Total  Cost $7.5 M 

Old Saybrook Development Old Saybrook, CT Multifamily 186 Units 9/10/2015 $35.9 M Total Cost $8.4 M 

St. Pete Residential Development St Petersburg, FL Multifamily 324 Units 9/30/2015 $95.7 M Total Cost $13.4 M 

Sandman Motel Redevelopment Santa Rosa, CA Hotel 136 Keys 10/15/2015 $11.7 M Total Cost $5.8 M 

Total $270 Million
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• Greenfield Multi-State Industrial Portfolio: 30% of current committed equity 

• Greenfield Multi-State Partners: 10% of current committed equity

• Wells Fargo Center: 7.3% of current committed equity

• SouthPark & 121 West Trade: 7.2% of current committed equity

• JMT Office Development: 3% of current committed equity

INVESTMENT HIGHLIGHTS



GREENFIELD MULTI STATE INDUSTRIAL PORTFOLIO

• 8 market portfolio purchased in Q4-
14 for $390M ($50 PSF) - 7.1% cap 
rate

• Texas follow-on portfolio added in 
June 2015 for $71.9M ($49 PSF) -
7.0% cap rate

• Basis approximately 70% of 
replacement cost 

• 94% occupied

• GAP VII owns 54%

INDUSTRIAL OPPORTUNITY

• US Industrial Sector continues showing significant strength with 22 
quarters of positive absorption - rent and occupancy growth in most 
markets – Average vacancy now 9.6% vs. 14.5% peak in 2Q-10

• New supply remains historically low – most new construction limited to 
5 markets

• Light Industrial is 63% of total US inventory with 9 billion SF in the top 67 
markets – yields 150 to 200bps above bulk industrial

9.3 million SF industrial portfolio consisting of 92 buildings in 11 
markets

Gross IRR 19.9%

Profit $64.1M

Multiple 1.9x (on peak)

Projected Returns

INVESTMENT PLAN 

• Projected to hold investment for 4.5 years and average occupancy of 88%

• Currently marketing the following assets for disposition:

• Denver – Under contract to close in November

• Oklahoma City – 2 assets under contract - expect 4Q-15 close

• Boston – Marketing for sale - expect 1Q-16 close

• Cincinnati – Marketing for sale - expect 1Q-16 close

8

Please refer to the Footnotes and Definitions page in back of presentation for further details on projected returns.  The projected returns are not guaranteed and the actual realized returns on unrealized investments may differ 
materially from the returns indicated herein. It should not be assumed that recommendations made in the future will be profitable or will equal the performance of the investments in this list.  PAST PERFORMANCE NOT INDICATIVE 
OF FUTURE RESULTS.



GREENFIELD MULTI STATE OFFICE PORTFOLIO

• Acquired for $697M ($105 per SF or 
8.8% cap rate)

• Acquired from Liberty Property 
Trust (NYSE: LRY) in Greenfield’s 
third acquisition from the REIT

• $460.2M 1st mortgage at acquisition 
(66% LTV)

• Currently 84.7% occupied

• GAP VII ownership is 10.6%

POTENTIAL RISKS

• Florida - Given limited vacancy, may not be able to 
accommodate large/growing tenants

• New Jersey – Witnessing increased vacancy as some back 
office functions are relocated to cheaper space

• Pennsylvania – Largest building in PA (1100 Virginia) has 
125k SF block of vacant  space

• Lease expirations of approximately 1.95M SF, 30.8%, 
between now and disposition in Q4-17

97 building office and flex portfolio totaling 6,600,000 SF in five 
states and multiple submarkets

Gross IRR 14.5%

Profit $14.4M

Multiple 1.5x (on peak)

Projected Returns

INVESTMENT PLAN 

• Retain existing tenancy with limited TI’s and market rates 
while remaining competitive on new lease proposals

• Occupancy has remained stable since inception at 85%, with 
new leasing terms at longer durations, rents 3% higher and TIs 
16% below underwriting

• 10-15% static vacancy assumed across the Portfolio (excluding 
fully occupied buildings) 
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Please refer to the Footnotes and Definitions page in back of presentation for further details on projected returns.  The projected returns are not guaranteed and the actual realized returns on unrealized investments may differ 
materially from the returns indicated herein. It should not be assumed that recommendations made in the future will be profitable or will equal the performance of the investments in this list.  PAST PERFORMANCE NOT INDICATIVE 
OF FUTURE RESULTS.



WELLS FARGO CENTER

DRIVING FACTORS

• Downtown Tampa is experiencing an urban revitalization with 
significant public and private investment in the CBD

• Over 4,000 multifamily units being delivered downtown

• Immediate proximity to executive housing on Harbour Island and 
Davis Island

• No new office inventory in over 20 years

PLAN

• Roll existing tenancy to market rents (8-10% above in-place)

• Continue with high impact, low cost capital improvements (lobby 
improvements, automated parking)

• Build out spec suites for smaller tenants requiring immediate 
occupancy

390,000 SF class A office building in downtown Tampa, FL

Gross IRR 16.1%

Profit $20.4M

Multiple 2.0x 

Projected Returns

• Acquired in November 2014 for 
$78M ($200 PSF or 7.0% cap rate)

• Basis approximately 60% of 
replacement cost

• Extensively renovated and among 
top 4 buildings in CBD

• Currently 92.8% leased

RISKS

• Adjacent property owner planning a $2 billion project with roughly 
3 million square feet

• Property tax assessments likely increasing based on recent sales 
activity
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Please refer to the Footnotes and Definitions page in back of presentation for further details on projected returns.  The projected returns are not guaranteed and the actual realized returns on unrealized investments may differ 
materially from the returns indicated herein. It should not be assumed that recommendations made in the future will be profitable or will equal the performance of the investments in this list.  PAST PERFORMANCE NOT INDICATIVE 
OF FUTURE RESULTS.



121 W. TRADE & SOUTHPARK CENTER

• Acquired in Aug-14 for $96.4M, or 
$170 PSF

• 70% LTV – GAP VII owns 68%

• Both assets are currently being 
marketed for sale separately

CBD office building (121 W Trade) and two suburban office buildings 
(Southpark) totaling 568,000 SF in Charlotte, NC

RISKS

• CBD office fundamentals – The CBD office market has experienced 
limited absorption YTD and 2 new buildings are planned to deliver 
2M SF of new supply in the next 5 years

• 121 W. Trade Exit – Major tenant (104k SF) lease expiration in 2018 -
- Substantial value-add capital has shown interest during sale 
process

• SouthPark Exit – Both suburban office buildings are 97% leased and 
generating substantial cash flow – have offers in hand

PLAN

• Complete marketing process, select buyer, and close sale by year 
end

121 W. Trade SouthPark Combined
Gross IRR 9.3% 48.0% 24.4%

Profit $1.4 M $4.6 M $5.9 M

Multiple 1.12x 1.61x 1.31x

Projected Returns
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Please refer to the Footnotes and Definitions page in back of presentation for further details on projected returns.  The projected returns are not guaranteed and the actual realized returns on unrealized investments may differ 
materially from the returns indicated herein. It should not be assumed that recommendations made in the future will be profitable or will equal the performance of the investments in this list.  PAST PERFORMANCE NOT INDICATIVE 
OF FUTURE RESULTS.



JMT OFFICE DEVELOPMENT
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Please refer to the Footnotes and Definitions page in back of presentation for further details on projected returns.  The projected returns are not guaranteed and the actual realized returns on unrealized investments may differ 
materially from the returns indicated herein. It should not be assumed that recommendations made in the future will be profitable or will equal the performance of the investments in this list.  PAST PERFORMANCE NOT INDICATIVE 
OF FUTURE RESULTS.

• Land acquired in May 2015 for $3.15 
MM ($24 PSF)

• 131K GSF office development 79% 
pre-leased to JMT, a regional 
engineering firm, for a corporate 
headquarters

• Total project costs of $34 MM ($259 
PSF), begin 3Q’15 ending 2Q’17

• Construction loan of $26.5 MM at L + 
2.35%

Gross IRR 18.9%

Profit $8.2M

Multiple 2.1x 

Projected Returns

HUNT VALLEY AREA MARKET

• Site located in Route 83 Corridor, close proximity to US Highway 83, a 
primary thoroughfare into Baltimore.

• Proximity to several affluent communities where senior executives 
reside, and provides access to southern Pennsylvania and a highly 
educated workforce seeking lower cost of living.

• Route 83 Corridor ended 2014 with 6.8% vacancy rate among Class A 
office buildings with rental rates from $23-$29/SF.

INVESTMENT PLAN 

• Development of Class-A LEED certified office building 79% pre-leased (4 
of 5 floors) to large regional engineering firm.  

• JMT has right of first refusal on remaining top floor (25,847 SF)

• Underwriting assumes lease up of 81% of the remaining top floor of the 
building at completion which will generate 8.22% NOI Yield and average 
cash on cash yields of 12.1%

• Exit assumed end of 2019 at 7.3% cap rate.

131,100 RSF 5-story office development located in Hunt Valley, MD



13

FOOTNOTES & DEFINITIONS

• Projected Gross IRRs are calculated based on the actual timing of all investment level cash flows (without regard to the actual timing of contributions from fund Limited 
Partners) using the total realized and unrealized proceeds since inception to fund close and does not reflect fees at fund level; including asset management fees, fund expenses, 
fund carried interest or fund level subscription line. The projected returns are not guaranteed and the Realized Returns on unrealized investments may differ materially from 
the returns indicated herein. 

• Projected Net IRRs are calculated based on the actual timing of all fund level cash flows to and from the fund Limited Partners using the total realized and unrealized proceeds 
since inception to fund close after asset management fees, fund expenses and incentive compensation. These flows reflect different timing than investment level cash flows 
utilized in the gross return calculation due to the use of a fund level subscription line and therefore may have a further positive or negative impact on the IRR results in different 
market environments. The projected returns are not guaranteed and the Realized Returns on unrealized investments may differ materially from the returns indicated 
herein. 

• Realized Returns include all sold investments gross cash flows. 

• Commitments: Represents total capital committed to the Fund by the Limited Partners and General Partner.

• IRR:  Calculated using the fund’s share of the quarterly cash flows. Gross IRR measures the fund’s ownership share of all investments quarterly cash flows before fees, fund 
expenses, line of credit, etc. Net IRR measures such quarterly cash flows after fees, fund expenses, line of credit, etc. 

• LTV (Loan to Value): Loan to Value calculation uses the gross market value, including all partners share of equity and debt, of all real estate investments active in all funds.

• Multiple: The multiple calculations presented are based on the capital contributions, profits above those contributions and peak equity of an investment or fund. (i.e. (capital 
contributions + profits)/peak equity).

• Peak Equity (“PE”): Highest amount of cumulative capital contributed to the investment or fund, calculated on a quarterly basis.

• Projected Returns: Projected returns are a measure of inception to liquidation returns. Gross returns measure the fund’s ownership share of all investments quarterly cash 
flows before fees, fund expenses, line of credit, etc. Net returns measure such quarterly cash flows after fees, fund expenses, line of credit, etc. The metrics included in 
Projected Returns include IRR, Multiple and Profits. Negative figures represent the expected loss to capital contributed to investment or fund. See provided definitions for each. 

• Profits: Capital produced by investment or fund above the capital contributed to the investment or fund. Negative figures represent the expected loss to capital contributed to 
investment or fund. 
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4th quarter summary

THE  ECONOMIC  CLIMATE

—The U.S. economy continues at a lukewarm pace, 
with improvement in employment rates but 
lackluster participation and wage growth. p.5

—Inflation remains near zero, but is in a normal range 
if the effects of food and energy are excluded. 
Inflation rests near zero in developed countries. 
p.11, 13

—Decelerating growth in China has had far reaching 
impacts. However, milder growth and decreasing 
fiscal stimulus are in line with China’s hoped‐for 
transition to a consumption‐oriented economy. p.34

MARKET  PORTFOLIO  IMPACTS

—The U.S. dollar further appreciated against emerging 
market currencies – particularly against the “fragile 
five” currencies.  p.35, 40

—Developed economy 10‐year yields broadly declined. 
Global FX reserves fell as central banks made efforts 
to support currency values in the face of falling oil 
price and weakening demand from China. p.16

4th Quarter 2015
Investment Landscape

THE   INVESTMENT  CLIMATE

—Risk markets remain expensive relative to history, 
though August’s selloff resulted in improved 
valuations. p.30

—The Federal Reserve left rates unchanged in 
September. It remains uncertain whether the Fed will 
move rates by year‐end. p.16

ASSET  ALLOCATION  ISSUES

—Credit spreads widened substantially across the 
board, with energy leading the way. It is essential for 
investors to understand the extent of credit risk 
exposure in portfolios. p.20

—Recent market behavior reminds us of the need to 
pause and assess the investment landscape 
objectively and dispassionately. p.28

—Inflation‐hedging assets have realized significant 
volatility and are increasingly difficult to own. It is 
important to remember that inflation sensitive assets 
also provide exposure to downward inflation 
movement. p.39

We are 
tactically 
slightly 
underweight in 
risk terms, and 
watchful of 
China and 
commodity-
producing 
economies

Economic 
progress 
continues 
slowly in the 
developed 
markets
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U.S. economics summary
— U.S. GDP YoY growth remains in the 2% to 3% 

range, and is flat from the previous 12 month 
figure.  The Atlanta Fed GDPNow model forecasts 
third quarter GDP growth of approximately 1%. 

— Both realized inflation and expected inflation have 
dropped further. This continues to imply lower 
nominal asset returns in the future.

— The Federal Reserve left rates unchanged in 
September. It remains uncertain whether the Fed 
will move rates by year‐end.

— Employment rates continue to improve, as 
demonstrated by U6 (broader definition) and by U3 
(stricter definition). However, the participation rate 
declined further and is now at a rate not seen since 
1977. 

— Consumer credit growth showed further 
improvement, and auto sales growth is very strong 
relative to history.

4th Quarter 2015
Investment Landscape

Higher 
employment 
but 
participation 
remains low

GDP 
remains in  
2-3% range

Inflation still 
low, but in 
normal range 
ex-Food & 
Energy
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Most Recent 12 Months Prior

GDP (Annual YoY) 2.7%
6/30/15

2.6%
6/30/14

Inflation (CPI) 0.2%
8/31/15

1.7%
8/31/14

Expected Inflation 
(5yr‐5yr forward)

1.9%
9/1/15

2.5%
9/2/14

Fed Funds Rate 0.07%
9/30/15

0.07%
9/30/14

10 Year Rate 2.0%
9/30/15

2.5%
9/30/14

U‐3 Unemployment 5.1%
9/30/15

5.9%
9/30/14

U‐6 Unemployment 10.0%
9/30/15

11.7%
9/30/14



LONG  TERM  U.S.  GDP  GROWTH MEDIUM  TERM  U.S.  GDP  GROWTH GDP  COMPONENTS

U.S. economics – GDP growth
U.S. GDP has continued to grow and there has been an 
evident rebound from the slightly weaker Q1 number. 
However, the Atlanta Fed GDPNow model estimates 
real GDP growth for Q3 to be approximately 1% ‐ lower 
than current market expectations. This forecast is 
driven by weaker export data. 

The U.S. economy faces headwinds in the form of a 
strong dollar, troubles in energy prices, and trade 
deficit. It is important to note that the U.S. economy 

continues to exhibit stronger growth than many other 
developed markets, which may help explain the policy 
differences across nations. 

Despite this potential slowing, it is important to 
remember that real GDP growth rates around 2% while 
somewhat low, do still represent an expansion of the 
economy and the continuing working out of some of 
the problems accumulated over the last 10 years.

4th Quarter 2015
Investment Landscape

Source: FRED, as of 6/30/15  Source: FRED, as of 6/30/15  Source: FRED

Strong Q2 
rebound, but 
weaker 
expected Q3

Strong U.S. 
dollar proving 
headwind for 
export growth
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U.S. unemployment has been dropping steadily since 
the peak in late 2009, with U6 unemployment (broader 
definition) and U3 unemployment (stricter definition) 
standing at 10.0% and 5.1% in September, respectively. 

Nonfarm payrolls missed expectations in September at 
142,000 vs 203,000 expected. Fed Chair Janet Yellen 
and other senior economists have noted disappointing 
labor productivity growth despite overall improving 
employment data. 

U6 unemployment includes discouraged and 
underemployed workers, and includes people 
unemployed for a short time. Despite improvement, U6 
remains elevated relative to history, which is indicative 
of structural issues in the economy. The drops in U6 
may be more indicative of the nature of types of jobs 
available rather than aggregate job openings. It remains 
to be seen whether these discouraged workers entering 
the workplace will find long‐term sustainable 
employment, and begin to move up the job value chain.
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U.S. economics – unemployment
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Source: Bloomberg, as of 9/30/15 Source: FRED, as of 9/1/15 Source: FRED, as of 9/30/15

Continuing 
improvement 
in broad 
employment 
measures, 
but 
structural 
concerns 
persist
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Consumer spending continues to show improvement, 
but credit expansion is muted.  Auto sales continue to 
show strong growth.

While the decline in the oil price was originally 
expected to flow through to lower gas prices and 
therefore greater consumer discretionary income, this 
effect has been lackluster as gas prices remain 
stubbornly high. 

Real disposable income growth remains at a normal 

level as of August, at 2.5%, up from 1.9% one year prior. 
Personal savings rates remain at a normal level of 4.6% 
after spiking during the 2008‐2009 crisis.

Consumer behavior appears conservative, but further 
wage increases could be realized as the job market 
tightens, which may drive stronger spending and credit 
expansion. Continuing increases in student loan debt 
could remain a drag on spending for younger 
consumers.

GROWTH  OF  DISPOSABLE  INCOME AUTO  SALES SAVINGS  RATE

U.S. economics – the consumer

4th Quarter 2015
Investment Landscape

Source: FRED, as of 8/1/15 Source: FRED, as of 8/31/15 Source: FRED, as of 8/1/15
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improve

Credit 
expansion 
remains 
muted but 
auto sales 
are strong
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U.S. economics – sentiment
Consumer and market sentiment surveys remain mixed, 
but appear to be leaning more positive than negative.

The Bloomberg consumer comfort index had been 
significantly below average since December 2007. This 
index now sits at the bottom end of a normal range. 
The University of Michigan Consumer Sentiment Survey 
dipped in September, but remains near average levels.

The Citi Economic Surprise index recently dropped into 

levels not seen since 2012, but has bounced back to an 
average range.

According to sentiment indicators, the U.S. consumer 
has been on a steady recovery since the great 
recession, although spending behavior has not yet fully 
reflected this change. In the recent quarter we have 
seen indicators turn to the downside, but absolute 
levels are healthy. We continue to believe sentiment 
may be vulnerable to a stream of bad news.

4th Quarter 2015
Investment Landscape

Source: Bloomberg, as of 9/20/15 (see Appendix) Source: University of Michigan, as of 9/30/15 (see Appendix) Source: Bloomberg, as of 9/30/15 (see Appendix)

Sentiment 
and comfort 
indices in 
average 
range, but 
slightly 
down in Q3

9



HOME AFFORDABILITY HOMEOWNERSHIP  RATE ANNUAL  HOME  SALES

U.S. economics – housing 
The U.S. housing market has normalized in terms of 
pricing, rate of new home construction, and rate of 
home sales. The home affordability index remains 
higher (homes more affordable) than average. This 
index measures how easily a typical family with a 
median income is able to qualify for a mortgage on a 
typical median‐priced home. Low interest rates have 
increased affordability while rising home prices have 
decreased affordability. 

There continues to be potential pent up demand for 

homes, as indicated by the considerably low 
homeownership rate.  At 63.5%, this is the lowest level 
on record (the data series began in 1980).  Though 
home affordability influences ownership rates, other 
factors such as mediocre wage growth, rising student 
loan debt, changing demographics, and propensity to 
borrow also affect rates.  

Monthly home sales for both existing and new housing 
have continued a steady upward climb since the crisis, 
although remain far from previous high levels.

4th Quarter 2015
Investment Landscape

Source: National Association of Realtors, as of 6/30/15 Source: FRED, as of 4/1/15 Source: FRED

Continued 
improvement 
in U.S. 
housing 
market is 
consistent 
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continuing 
slow 
economic 
recovery
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LONG  TERM  U.S.  CPI MEDIUM  TERM  U.S.  CPI MARKET  EXPECTATIONS  OF  INFLATION

U.S. economics – inflation
Long‐term U.S. inflation expectations declined slightly 
in the 3rd quarter, as indicated by the 10 Year TIPS 
Breakeven Rate. Headline inflation rests at 0.2%, while 
Core CPI, which excludes food and energy prices, 
remains in a normal range (Core CPI of 1.8%). 

The decline in oil price is expected to translate to lower 
gas prices – a major part of the CPI calculation. 
However, gas prices do not yet fully reflect the 
movement in oil price. Lower oil price has also flowed 

through to other areas of the CPI calculation, such as 
shipping and air transportation. 

Domestic inflation is an input to Federal Reserve policy, 
and continued disinflation will certainly influence rate 
hike decisions. However, even in a low inflation 
environment interest rates could reasonably be at a 
modestly higher level than they are today. Lowered 
inflation expectations suggest a reduction in expected 
future nominal returns.

4th Quarter 2015
Investment Landscape

Source: FRED, as of 8/1/15 Source: FRED, as of 8/1/15 Source: FRED, as of 9/1/15 

Lower than 
target U.S. 
inflation

Energy 
prices have 
been a driver 
of CPI 
change
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International economics – current

4th Quarter 2015
Investment Landscape

—GDP growth remains 
muted. The IMF cut global 
growth expectations once 
again, from July’s forecast 
of 3.3%, to 3.1%.

— U.S. GDP growth continues 
to outpace many other 
developed economies.  

— Easy monetary policy 
continues in Europe and 
Japan.

— Currency movement was a 
major factor in Q3. 
Specifically, the “fragile 
five” emerging market 
currencies fell sharply 
against the U.S. dollar.

— Commodities remain 
volatile, and this 
uncertainty has affected 
across commodity‐
producing nations. 

— Emerging markets struggle 
with concerns over China’s 
growth, choppiness of 
commodity prices, and 
currency volatility. GDP 
expectations continue to 
be adjusted downwards.

— Global unemployment is 
slowly decreasing, but the 
BRIC nations experienced 
an uptick. Unemployment 
in Europe remains high, 
though disparate.

— Decelerating growth in 
China has had far reaching 
impacts. However, milder 
growth and decreasing 
fiscal stimulus are in line 
with China’s hoped‐for 
transition to a 
consumption‐oriented 
economy. 

High level of 
central bank 
involvement

Some 
nations 
dialing back 
QE programs

Structural 
employment 
issues 
remain a 
concern
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Area
GDP 

(Real, YoY)
Inflation 
(CPI)  Unemployment

United States 2.7%
6/30/15

0.2%
8/31/15

5.1%
9/30/15

Western 
Europe

1.8%
6/30/15

0.2%
6/30/15

9.2%
6/30/15

Japan 0.8%
6/30/15

0.2%
8/31/15

3.3%
6/30/15

BRIC Nations 4.7%
6/30/15

4.2%
6/30/15

5.0%
3/31/15

Brazil (2.6%)
6/30/15

9.5%
8/31/15

6.7%
6/30/15

Russia (4.6%)
6/30/15

15.7%
9/30/15

5.3%
8/31/15

India 7.0%
6/30/15

5.9%
6/30/15

8.6%
12/31/14

China 7.0%
6/30/15

2.0%
8/31/15

4.0%
6/30/15



Economies across the globe broadly exhibit slowing to 
flat growth, improving employment (since the financial 
crisis), and subdued inflation.

Inflation levels continue to hover around zero. Inflation 
in the Eurozone dipped into negative territory, while 
Japan faced further disinflation. 

Real GDP growth remains moderate, while BRIC nations 

experienced further slowing. Core economies in the 
Eurozone displayed modest growth, while certain 
periphery nations experienced great difficulties.

Unemployment across the globe has come back to 
normal levels, with the exception of Europe where 
aggregate unemployment is high and conditions vary 
significantly. BRIC nations recently experienced a slight 
uptick in unemployment.

INTERNATIONAL   INFLATION  (CPI) REAL  GDP GROWTH UNEMPLOYMENT

International economics

4th Quarter 2015
Investment Landscape

Source: Bloomberg, as of 8/31/15 Source: Bloomberg, as of 6/30/15 Source: Bloomberg, as of 8/31/15

Economies 
around the 
global 
exhibit 
slowing to 
flat growth, 
improving 
employment, 
and low 
inflation
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REAL  GDP GROWTH  (%YOY) UNEMPLOYMENT  RATES CUMULATIVE  EQUITY  PERFORMANCE

What do you mean “Europe”?
The investment community often refers to economic 
health and attractiveness of “Europe”. “Europe”, 
however, is in fact a combination of developed, less 
developed, and emerging markets. This spectrum of 
economies possesses widely different characteristics.

Bright spots exist on the Euro stage, including Germany, 
the United Kingdom, and Switzerland, while other 
countries face severe economic problems or stagnation 
following the financial crisis. 

This affects the political conversation underway in 
Europe. The difference in viewpoints expressed are 
often due to the wide range of experiences endured by 
the populations of the countries concerned. This may 
act as a continuing barrier to eventual solution of the 
economic issues.  Solutions that could be easier to 
implement in a more integrated economy, or with more 
integrated political systems, may be harder to achieve, 
and risk tolerances should reflect that reality.

4th Quarter 2015
Investment Landscape

Eurozone member nations, as of 6/30/15 Eurozone member nations, as of 6/30/15 Eurozone member nations, as of 9/30/15

European 
economic 
behavior 
remains 
divergent 

European 
equity 
remains 
attractive
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Fixed income
rates & credit

4th Quarter 2015
Investment Landscape 15



Interest rate environment

4th Quarter 2015
Investment Landscape

Source:  Bloomberg, as of 9/30/15

— The Federal Reserve left 
rates unchanged in 
September. It remains 
uncertain whether the Fed 
will move rates by year‐
end. 

— Interest rates decreased 
broadly in Q3 across 
developed markets, with 
the exception of Japan.

— U.S. interest rates remain 
high relative to other 
developed markets, which 
may provide ongoing 
support for U.S. Treasury 
prices.

— The falling oil price in 
conjunction with slowing 
global economic growth 
has resulted in downward 
pressure on emerging 
market currencies. 

— Central banks have sold 

considerable amounts of 
FX reserves to support 
their currencies, which may 
place upward pressure on 
interest rates. Some have 
referred to this effect as 
“quantitative tightening”.

— China sold billions in 
reserve assets (U.S. 
Treasuries) to support the 
value of the yuan. 

— Future rate rises in 
developed markets could 
have implications for 
emerging market 
economies and nations 
with high debt‐to‐GDP 
ratios.

— The market is pricing in 
slow and moderate interest 
rate rises.

Interest 
rates 
decreased 
across the 
developed 
markets in 
Q3

Negative 
nominal 
interest 
rates 
continue to 
persist 
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Area Short Term 10 Year

United States (0.03%) 2.03%

Germany (0.34%) 0.54%

France (0.25%) 0.93%

Spain (0.06%) 1.82%

Italy (0.05%) 1.68%

Greece 4.79% 8.14%

UK 0.55% 1.74%

Japan (0.02%) 0.33%

Australia 2.01% 2.62%

China 2.30% 3.27%

Brazil 14.19% 15.40%

Russia 10.01% 10.91%



Central bank behavior
—Central banks have held interest 

rates at historic lows around the 
globe for a significant period.  
While necessary, there has been 
increasing understanding that a 
move to more normalized rates 
would be helpful, if only to reset 
the interest rate tool in the 
central bank toolkit.

—Despite this being a valuable goal 
this return to more normal rate 
levels has been difficult to 
achieve.

—Many central banks have been 
forced to back off in recent years 
due primarily to concerns over 
slowing economic growth. They 
have opted to (or been pressured 
to) move rates downward once 
again.

4th Quarter 2015
Investment Landscape

Source: Bloomberg, as of 9/30/15

Rate rises 
appear 
fragile where 
they happen, 
and may be 
derailed by 
continuing 
economic 
weakness
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Global yield curve
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Source: Bloomberg

The middle of the 
U.S. yield curve 
flattened upon 
expectations of 
“lower for longer”

Interest rates 
decreased across 
major markets in Q3

Negative nominal 
interest rates persist
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GLOBAL  GOVERNMENT  YIELD  CURVES
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INTERNATIONAL  YIELD  CURVE  CHANGES  OVER  LAST  FIVE  YEARS

Global yield curve changes

4th Quarter 2015
Investment Landscape

Source: Bloomberg, as of 9/30/15

Major rates yield 
curves have moved 
lower and flatter, 
with the exception 
of China

Forward curves 
imply flat or 
modestly higher 
rates in most 
countries
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LONG  TERM  CREDIT  SPREADS SHORT  TERM  CREDIT  SPREADS SPREADS

Credit environment
Domestic credit spreads widened across the board in 
Q3, led by the energy sector. However, spreads broadly 
remain in a normal range. 

Widening of spreads, and a deceleration of borrowing 
(though still high historically), may suggest we are at or 
nearing a peak in the borrowing cycle. Although 
spreads have widened, we believe credit risk remains 
less attractive relative to history. 

Borrowing is becoming tighter for lower‐quality 

borrowers, especially for those linked to commodities. 
Energy spreads have widened further on continued 
volatility and uncertainty surrounding the price of oil. 
Emerging market economies are increasingly feeling 
this pain, with emerging market CDS spreads widening 
to significant levels.

Investors should be cognizant of the nature and size of 
their exposure to credit risk to ensure that it matches 
their broader views. 

4th Quarter 2015
Investment Landscape

Source: Barclays Capital Indices, Bloomberg, as of 8/31/15  Source: Barclays Capital Indices, Bloomberg, as of 8/31/15  Source: Barclays, Credit Suisse, Bloomberg, as of 9/30/15

Credit 
spreads 
widening 
across the 
board

Energy 
spreads 
continue 
higher
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Market
Credit Spread 
(9/30/2015)

Credit Spread 
(1 Year Ago)

Long US Corporate 2.12% 1.52%

US Aggregate 1.17% 1.08%

US High Yield 6.84% 4.80%

US High Yield
Energy 11.38% 5.38%

US Bank Loans 3.86% 3.84%
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IG  &  HIGH  YIELD  ISSUANCE BANK  LOAN  &  GLOBAL  HY  ISSUANCE DEFAULT  TRENDS  (ROLLING  12  MONTH)

Issuance and default
Debt issuance has continued at a substantial pace, 
particularly in the high yield market.

Despite the lower creditworthiness of firms accessing 
these markets over the last few years, there remain few 
signs of inability to pay amongst these issuers. 
However, those that believe we are further along in the 
economic cycle may decide against taking on new 
exposure to credit risk.  

Default rates remain low, but if they were to rise 
suddenly, investors basing their expectations of return 
from credit portfolios on a continuation of the current 
low default rate environment could well be 
disappointed. 

4th Quarter 2015
Investment Landscape

Source: Bloomberg, as of 6/30/15     Source: BofA Merrill Lynch Global Research, as of 7/31/15 Source: Credit Suisse, BofA, as of 6/30/15

Issuance 
continues at 
a record pace

The default 
rate remains 
low
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Equity environment

4th Quarter 2015
Investment Landscape

Source: Russell Investments, MSCI, STOXX, FTSE, Nikkei, as of 9/30/15

—Domestic equity markets 
experienced a 10% 
correction in August, but 
have retraced most of the 
loss.

— Volatility picked up 
substantially from 
previously low levels, but 
now remains in a normal 
range. Increased price 
uncertainty follows large 
fluctuations in 
commodities and lowered 
expectations of Chinese 
economic growth.

— U.S. small cap equities felt 
greater pain than large cap 
equities in Q3.

— Currency movement has 
generally caused unhedged 
international equity 
investors to underperform 
those with hedging 
programs.

— Japan rallied during H1 but 
experienced a selloff in Q3. 
Signs of weakness 
appeared in August’s 
industrial output and 
export data. Continuing 
monetary easing, coupled 
with new corporate 
governance and social 
initiatives may provide 
further tailwinds for Japan 
equities.

— Emerging markets 
experienced significant 
volatility and losses. 
Currency depreciation has 
amplified these effects for 
those with unhedged 
currency exposure. 
Uncertainty surrounding oil 
price, and Fed comments 
on global growth, weigh on 
valuations.

Small cap 
performance 
reversed in 
Q3 and now 
trails large 
cap equities

Currency 
effects 
remain 
important for 
unhedged 
equity 
investors
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QTD       
Total 
Return 

(unhedged)

QTD       
Total 
Return 
(hedged)

YTD       
Total 
Return 

(unhedged)

YTD       
Total 
Return 
(hedged)

1 Year      
Total 
Return 

(unhedged)

1 Year      
Total 
Return 
(hedged)

US Large Cap    
(Russell 1000)

(6.8%) (5.2%) (0.6%)

US Small Cap    
(Russell 2000)

(11.9%) (7.7%) 1.2%

US Large Value
(Russell 1000 Value)

(8.4%) (9.0%) (4.4%)

US Large 
Growth (Russell 
1000 Growth)

(5.3%) (1.5%) 3.2%

International 
Large (MSCI EAFE)

(10.2%) (4.4%) (5.3%) 3.7% (8.7%) 5.5%

Eurozone   
(Euro Stoxx 50)

(9.1%) (9.3%) (7.1%) 0.7% (12.9%) (1.3%)

UK            
(FTSE 100)

(8.6%) (5.5%) (5.4%) (4.4%) (10.2%) (4.7%)

Japan           
(NIKKEI 225)

(11.7%) (14.2%) (1.1%) (0.6%) 0.2% 6.9%

Emerging 
Markets

(MSCI Emerging 
Markets)

(17.9%) (10.9%) (15.5%) (7.2%) (19.3%) (12.0%)
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Drawdown Rebound Net change

Close look at recent correction

4th Quarter 2015
Investment Landscape

Source: Bloomberg, as of 10/27     Returns are for the drawdown and rebound observed during the 5/21/15 thru 10/27/15 period. Indices are stated in USD and returns are gross.  

Equity 
markets 
have 
retraced 
much of their 
losses from 
earlier in the 
year

These 
markets are 
still below 
May levels
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LONG  TERM  PERFORMANCE INTERMEDIATE  RETURN DOWNSIDE  EVENTS

Domestic equity historical return
The U.S. equity market has performed exceptionally 
well since the global financial crisis, but experienced a 
correction in Q3. Equity exposure remains an integral 
part of the portfolio as the primary means for investors 
to access long term productive capacity of the 
economy.

It is important to keep in mind the long‐term nature of 
equity behavior, and to resist short‐term attempts at 
market timing. A systematic rebalancing policy can be 
very helpful to long‐term performance by avoiding 

emotional buying or selling which can damage long‐
term returns. The recent equity bull market has been 
strong but is certainly not anomalous relative to history. 
Arguments that the behavior of the last six years are 
unprecedented should be placed in their true historical 
context. Market corrections can be frequent and may 
allow rebalancing opportunities for the patient investor.

Domestic equities fundamentals have shown slight 
weakening as of late. Other developed equity markets 
may provide better opportunity.  

4th Quarter 2015
Investment Landscape

Source: FRED, as of 9/1/15 Source: FRED, as of 9/1/15 Source: FRED, as of 10/1/15

Recent 
strong 
market 
returns are  
somewhat 
extended, 
but not 
unheard of 
historically
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SHORT  TERM  PERFORMANCE  (3YR) SMALL/LARGE  &  GROWTH/VALUE FORWARD  P/E

Domestic equity recent
Domestic equities flattened out in 2015 and then 
exhibited a correction in Q3. The domestic market has 
likely been affected by normalizing monetary policy, 
heightened valuations, and concerns over decelerating 
growth abroad. Earnings growth for 2015 is expected to 
be negative after poor Q1 and Q2 performance, though 
Q4 is expected to be positive. Weakness in the energy 
sector has driven underperformance, as 2015 earnings 
have been positive on an ex‐energy basis. Even despite 
the effects of the energy sector, 2016 earnings growth 
is expected to be positive. 

Small cap equities experienced a reversal in Q3, 
underperforming large cap. Large cap growth 
outperformed large cap value in Q3. 

Recent weak economic news, along with negative 
earnings growth, have led us to be happy with a short‐
term underweight in U.S. domestic equity allocations 
relative to policy.  

4th Quarter 2015
Investment Landscape

Source: Russell Investments, as of 9/30/15 Source: Russell Investments, as of 9/30/15 Source: Standard & Poor’s, Russell Investments, as of 9/30/15

Equity 
corrections 
often present 
rebalancing 
opportunities

Recent 
weakness in 
earnings 
should be 
monitored
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Source: Russell Investments, as of 9/30/15

The recent 
drawdown 
when 
examined 
over a 30 
year period 
appears 
relatively 
normal
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LONG  TERM  VOLATILITY  % INTERMEDIATE  TERM  VOLATILITY  % INTERNATIONAL  EQUITY  VOLATILITY  %

Equity volatility
During August’s sell‐off, domestic equity volatility 
spiked but then returned to an average range. 
Disparate views relating to the impact and magnitude 
of a decelerating China, and falling oil price, has 
contributed to greater price uncertainty. 

As mentioned previously, VIX is not a perfect proxy for 
true equity volatility. This index is prone to properties 
of the options market, including dealer activity and the 
premium built into options prices (which changes over 

time).  It is possible that investor use of options 
instruments is changing, and this could mean that VIX 
currently reflects other factors unrelated to true equity 
volatility levels.

Volatility levels typically exhibit muted behavior during 
bull markets and spike during market downturns, which 
makes it important to monitor volatility. The current 
spike in volatility should be watched, but is not 
necessarily cause for action.

4th Quarter 2015
Investment Landscape

Source: CBOE, as of 9/30/15 Source: CBOE, as of 9/30/15  Source: MSCI, as of 9/30/15

Equity 
volatility 
spiked in Q3 
but then 
returned to 
normal level
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SMALL  CAP  VS  LARGE  CAP  (%  YOY) VALUE  VS  GROWTH  (%  YOY) ROLLING  5  YEAR  RETURN

Domestic equity size and style
The long‐term trend of small cap outperformance 
reversed in Q3, with small cap underperforming by 5%.  
Growth continues to beat value, with large cap growth 
outperforming large cap value by 3% during Q3.

Although the long term cumulative difference is 
important, it is necessary to take note of the degree of 
periodicity in these returns.  Recent small cap 
outperformance reversed sharply in Q3 and now trails 
large cap.

Similar behavior can be seen in style terms, with a 
significant move over the last two years towards growth 
and away from value.  

On an underlying factor basis it should be noted that 
most of the risk embedded in each of these exposures 
is primarily equity risk – however factor awareness and 
potentially management in certain portfolio structures 
can be important.

4th Quarter 2015
Investment Landscape

Source: Russell Investments, as of 9/30/15 Source: Russell Investments, as of 9/30/15  Source: Russell Investments, as of 9/30/15

Small cap 
trailed large 
cap in Q3

Growth 
continues to 
beat value
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12  MONTH  FORWARD  P/E EQUITY  YIELD  LESS  BOND  YIELD SHILLER  P/E  LONG‐TERM

Domestic equity valuations
Domestic equity valuations remain relatively high, but 
were brought down by the Q3 correction. A decrease in 
inflation and global growth expectations may justify the 
valuation adjustment. Appropriateness of valuations 
ultimately depends on the accuracy of earnings 
forecasts. 

Strong profit margins and growing earnings of recent 
years have justified expanding valuations, but earnings 
growth is now expected to be negative for the next 
year. This should be monitored to determine whether it 

is a short‐term fluctuation or a long‐term trend, 
particularly as negativity appears concentrated in the 
energy sector. Current valuations do not seem cause for 
immediate concern but a trend towards negative 
earnings could be expected to affect valuations.

A continued rise in interest rates would bring the 
equity/debt yield relationship back closer to the long‐
term average. 

4th Quarter 2015
Investment Landscape

Source: Standard & Poor’s, Russell Investments, as of 9/30/15 Source: Standard & Poor’s, Bloomberg, as of 9/30/15 Source: Shiller, as of 9/30/15
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Fed have 
brought 
equity 
valuations 
down 
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EAFE  LONG  TERM  (USD) EMERGING  MARKETS  LONG  TERM  (USD) HEDGED  VS  UNHEDGED  ‐ 3YR  ROLLING

International equity historical return
Investors with international developed equity exposure 
(MSCI EAFE) have realized losses year‐to‐date, though 
positive if the effects of currency are removed. 
International developed equities have underperformed 
both U.S. and emerging market equities on a 10‐year 
basis. 

Emerging markets were relatively range bound in recent 
years, but exhibited losses in Q3. Growth concerns in 
China, and the depressed price of oil, have contributed 
to currency and equity volatility.  Volatility is likely to 

continue, but with significant disparities between 
markets. Active management may be preferable.

These recent results reiterate the importance of 
understanding the currency exposures that are implicit 
in taking on unhedged equity exposure to international 
markets. At times the return from the currency 
portfolio involved can be as large or larger than the 
equity return. Where possible investors should think of 
these two exposure sets as separate investment 
decisions.

4th Quarter 2015
Investment Landscape

Source: MSCI, as of 9/30/15 Source: MSCI, as of 9/30/15 Source: MSCI, as of 9/30/15

Emerging 
market 
currencies 
saw broad 
sell-off in Q3

Currency 
remains an 
important 
decision
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12  MONTH  FORWARD  P/E EQUITY  YIELD  LESS  BOND  YIELD HISTORICAL  EARNINGS  SURPRISE

International equity valuations
The equity market drawdown in Q3 increased the 
attractiveness of international equity valuations. In 
contrast to Q2, Europe now appears slightly cheap 
relative to history. Japan valuations are at the low end 
of the historical range, further contributing to our belief 
that Japan deserves a neutral or perhaps overweight 
position in portfolios. 

Continued ECB intervention has helped keep deflation 
at bay, depreciation of the Euro has helped exports, 
and corporate earnings are improving. However, large 

valuation differences exist between individual countries 
in Europe. 

Emerging market general valuation levels remain very 
cheap on an historical basis, and have become cheaper 
following the Q3 selloff.  There are well known 
underlying quality concerns relating to emerging 
markets, but investors prepared to accept the volatility 
involved have the opportunity to selectively buy at 
attractive valuations.

4th Quarter 2015
Investment Landscape

Source: MSCI, as of 9/30/15 Source: MSCI, as of 9/30/15 Source: Bloomberg, as of 9/30/15  
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SHORT  TERM  PERFORMANCE   ROLLING  3  YEAR  RETURN FORWARD  P/E

International equity recent
International equity markets are broadly positive YTD 
on a currency hedged basis, but negative on an 
unhedged currency basis. Currency fluctuations have 
overwhelmed positive equity returns in many markets. 

Japan’s fundamentals have been trending up over the 
medium term, but signs of weakness appeared in 
August’s industrial output and export data. Continued 
monetary easing, coupled with new corporate 
governance and social initiatives may provide further 
tailwinds for Japan equities.

The European Central Bank continues accommodative 
monetary policy, and Mario Draghi expressed 
willingness to provide further quantitative easing if 
necessary. 

Emerging markets experienced significant volatility and 
losses. Many markets have been positive in local terms, 
but currency movements have pushed returns to the 
downside. India continues to exhibit strong economic 
progress and equity returns.

4th Quarter 2015
Investment Landscape

Source: MSCI, as of 9/30/15 Source: MSCI, as of 9/30/15 Source: MSCI, as of 9/30/15
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CHINA  REAL  GDP CHINA  REAL  GDP FORECAST DRIVERS  OF  GLOBAL  GROWTH

China – from a sprint to a jog
Over recent years China has remained a global driver of 
growth, although in part due to extensive government‐
sponsored investment.  In recent quarters we have 
seen a moderating of Chinese growth expectations and 
government spending, along with a devaluation of the 
yuan – the effects of which have been felt across the 
economies of China’s trading partners. 

Emerging market commodity producers have felt much 
pain from both lower commodity prices and from lower 

go‐forward demand from China.

However, these developments may be expected to have 
positive long‐term effects on the Chinese economy, 
through containment of public and private debt growth 
(which expanded drastically after ‘09) and a reduction 
in industrial excess capacity. These changes are 
consistent with China’s progression towards becoming a 
consumption‐oriented rather than export‐oriented 
nation, and a transition to a service‐based economy. 
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Source: Bloomberg, as of 6/30/15 Source: Bloomberg, as of 9/30/15 Source: Bloomberg
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LONG  TERM  PERFORMANCE ROLLING  3  YEAR  RETURN FORWARD  P/E

Emerging market equity
Emerging markets continue to feel the effects of 
decelerating Chinese growth and oil volatility. Lessened 
demand has negatively impacted currency values in 
many nations, and central banks are spending down FX 
reserves to support their currencies. The movement in 
oil has also helped those economies which rely more 
on oil usage than oil production. For example, the 
Indian equity market has demonstrated strong relative 
returns on the back of oil price moves. 

“Risk‐on / risk‐off” behavior continues, as can be seen 
in recent large price moves. However, volatility is an 

expected characteristic of the emerging markets, and 
its occurrence should not alter the role of this asset 
class. 

Wide disparity in country‐to‐country performance may 
make active management particularly attractive.

Eventual interest rate rises in developed economies 
may pose problems for emerging market economies if 
current exchange rates have not fully discounted this 
change.
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Source: MSCI, as of 9/30/15 Source: MSCI, as of 9/30/15 Source: MSCI, as of 9/30/15
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FIXED  INCOME  VOLATILITY FX  VOLATILITY  % COMMODITY  VOLATILITY  %

Other asset volatility
Rates volatility continues to be range‐bound between 
50 and 100, which is low relative to history.

The JP Morgan G7 volatility index captures the volatility 
of a basket of currencies, representing significant FX 
moves over the past year, but remaining at a normal 
level.  An alternative approach is to calculate the 
volatility of the RCCI currency beta index, which spiked 
in Q1 but has since come back to a normal level.

Commodity volatility remains above average, driven in 
large part by volatility in the oil price.  This can be seen 
by contrasting broad commodity index volatility and the 
volatility of the energy component.

Spikes in volatility in these markets, even if to higher 
but normal levels, should be watched carefully in case 
they act as a sign of a broader phase shift in the 
markets.
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Source: Merrill Lynch, as of 9/30/15 (see Appendix) Source: JP Morgan, Russell Investments, as of 9/30/15 Source: Bloomberg, as of 9/30/15
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REAL  ESTATE  &  THE  BUSINESS  CYCLE REAL  ESTATE  VACANCY  BY  TYPE  % CAP  RATE  SPREADS

Real estate & REITs
Real estate assets provide high exposure to the general 
business cycle.  The recovery from the economic crisis 
has benefited the real estate market, which has shown 
significant recovery.  

Real estate fundamentals remain strong with continued 
low and declining vacancy rates across all property 
types. NOI is strongest in apartments and office. Low 
commodity prices may act as a tailwind for real estate, 
as lower inflation expectations encourages dovish 
monetary policy (lower interest rates help real estate 

returns). 

A variety of opportunities in this space have attracted 
investors, and the long term allocations required to 
access these returns have led to significant levels of dry 
powder.  Picking the correct fund remains important.  

REITs have been volatile, trading down with the 
uncertainty of potential rate rises and resulting in a 
discount to fund NAV. This discount to NAV disappeared 
following the Fed decision to leave rates unchanged. 

4th Quarter 2015
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Source: NCREIF, as of 6/1/15 Source: NCREIF, as of 6/30/15 Source: NCREIF, as of 6/1/15
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3  YR ROLLING  RETURNS COMMODITY  CORRELATION  (3YR  ROLLING) COMMODITY  CUMULATIVE  RETURNS

Commodities – inflation beta works both 
ways
The Bloomberg Commodity Index returned ‐14.5% in 
Q3, with energy and agriculture leading the way. Oil 
continues to exhibit strong volatility. 

Commodities are typically held in portfolios to provide 
inflation sensitivity. Inflation sensitivity translates to 
strong performance during inflation shocks and 
negative performance during inflation drops.  As shown 
in the bottom‐left chart, commodities continue to fulfill 
their role of providing inflation sensitivity. 

Commodities exposure aims to provide strong returns 
during inflation shocks, provide high medium‐term 
correlation to inflation, and potentially boost portfolio 
returns.  It may be tempting to forego inflation 
protection when the market’s fear of inflation is 
dampened, but inflation forecasts have been very 
inaccurate and inflation shocks often occur from a low‐
inflation starting point. 

4th Quarter 2015
Investment Landscape

Source: Standard & Poor’s, Bloomberg, as of 9/30/15 Source: MPI, as of 9/30/15 ‐ correlation to Bloomberg Commodity Source: S&P Dow Jones, as of 9/30/15
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LONG  TERM  TRADE  WEIGHTED  USD EFFECT  OF  CURRENCY  (1YR  ROLLING) CURRENCY  MARKET  BEHAVIOR

Currency
Investors can look at the behavior of the currency 
markets from the standpoint of a U.S. investor on a 
trade‐weighted or similar basis.  The U.S. dollar had 
been depreciating fairly steadily since the mid 1980s, 
but the recent reversal has caused losses across various 
unhedged international asset exposures.  

When measured and managed using unhedged 
benchmarks, international equity portfolios hold 
significant exposure to a currency portfolio derived 
from the size and structure of the equity markets 

concerned. Despite recent dollar moderation, the trend 
towards U.S. dollar strength has made this a negative 
contribution for investors over the short and medium 
term.

Treating currency as an independent market allows 
investors additional insight. Although typically return 
from this exposure has been positive, recent price 
movements have tipped rolling one year return from 
currency beta into slightly negative territory. 
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Source: FRED, as of 10/2/15  Source: FRED, as of 9/30/15 Source: Russell Investments, as of 9/30/15
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Periodic table of returns - September 2015

42

Source Data: Morningstar, Inc., Hedge Fund Research, Inc. (HFR), National Council of Real Estate Investment Fiduciaries (NCREIF).  Indices used: Russell 1000, Russell 1000 Value, Russell 1000 Growth, Russell 
2000, Russell 2000 Value, Russell 2000 Growth, MSCI EAFE, MSCI EM, BC Agg, T‐Bill 90 Day, Bloomberg Comm Index, NCREIF Property, HFRI FOF, MSCI ACWI, BC Global Bond. 
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Large Cap Equity Small Cap Growth Commodities

Large Cap Value International Equity Real Estate

Large Cap Growth Emerging Markets Equity Hedge Funds of Funds

Small Cap Equity US Bonds 60% MSCI ACWI/40% BC Global Bond

Small Cap Value Cash

BE
ST

W
O
RS

T

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 YTD 5‐Year 10‐Year

Emerging|Markets|Equity 74.8 16.6 38.4 23.2 35.2 38.7 66.4 31.8 14.0 25.9 56.3 26.0 34.5 32.6 39.8 5.2 79.0 29.1 14.3 18.6 43.3 13.5 10.1 14.5 8.1

International|Equity 32.9 8.1 37.8 23.1 32.9 27.0 43.1 22.8 8.4 10.3 48.5 22.2 21.4 26.9 16.2 1.4 37.2 26.9 7.8 18.1 38.8 13.2 1.1 13.4 8.0

Hedge|Funds of|Funds 26.3 6.4 37.2 22.4 31.8 20.3 33.2 12.2 7.3 6.7 47.3 20.7 20.1 23.5 15.8 ‐6.5 34.5 24.5 2.6 17.9 34.5 13.0 0.0 13.3 7.7

Small|Cap|Value 23.8 4.4 31.0 21.6 30.5 19.3 27.3 11.6 3.3 1.6 46.0 18.3 14.0 22.2 11.8 ‐21.4 32.5 19.2 1.5 17.5 33.5 11.8 ‐0.7 12.5 7.0

60/40 Global Portfolio 19.3 3.2 28.5 21.4 22.4 16.2 26.5 7.0 2.8 1.0 39.2 16.5 7.5 18.4 11.6 ‐25.9 28.4 16.8 0.4 16.4 33.1 6.0 ‐1.5 12.3 6.5

Small|Cap|Equity 18.9 2.6 25.7 16.5 16.2 15.6 24.3 6.0 2.5 ‐5.9 30.0 14.5 7.1 16.6 10.9 ‐28.9 27.2 16.7 0.1 16.3 32.5 5.6 ‐5.0 11.7 5.7

Large|Cap|Value 18.1 0.4 19.6 14.4 13.9 8.7 21.3 4.1 ‐2.4 ‐6.0 29.9 14.3 6.3 15.5 10.3 ‐33.8 23.3 16.1 ‐2.1 15.3 23.3 4.9 ‐5.2 10.2 5.3

Small|Cap|Growth 13.4 ‐1.5 18.5 11.3 12.9 4.9 20.9 ‐3.0 ‐5.6 ‐11.4 29.7 12.9 5.3 15.1 7.0 ‐35.6 20.6 15.5 ‐2.9 14.6 12.1 4.2 ‐5.3 4.6 4.6

Large|Cap|Equity 10.2 ‐1.8 15.2 10.3 10.6 1.2 13.2 ‐7.3 ‐9.1 ‐15.5 25.2 11.4 4.7 13.3 7.0 ‐36.8 19.7 13.1 ‐4.2 11.5 11.0 3.4 ‐5.5 4.0 4.5

US|Bonds 9.7 ‐2.0 11.6 9.9 9.7 ‐2.5 11.4 ‐7.8 ‐9.2 ‐15.7 23.9 9.1 4.6 10.4 5.8 ‐37.6 18.9 10.2 ‐5.5 10.5 9.0 2.8 ‐7.7 3.1 4.3

Cash 3.1 ‐2.4 11.1 6.4 5.2 ‐5.1 7.3 ‐14.0 ‐12.4 ‐20.5 11.6 6.9 4.6 9.1 4.4 ‐38.4 11.5 8.2 ‐5.7 4.8 0.1 0.0 ‐9.0 2.7 3.0

Large|Cap|Growth 2.9 ‐2.9 7.5 6.0 2.1 ‐6.5 4.8 ‐22.4 ‐19.5 ‐21.7 9.0 6.3 4.2 4.8 ‐0.2 ‐38.5 5.9 6.5 ‐11.7 4.2 ‐2.0 ‐1.8 ‐10.1 0.1 2.4

Real|Estate 1.4 ‐3.5 5.7 5.1 ‐3.4 ‐25.3 ‐0.8 ‐22.4 ‐20.4 ‐27.9 4.1 4.3 3.2 4.3 ‐1.6 ‐43.1 0.2 5.7 ‐13.3 0.1 ‐2.3 ‐4.5 ‐15.5 ‐3.6 1.3

Commodities ‐1.1 ‐7.3 ‐5.2 3.6 ‐11.6 ‐27.0 ‐1.5 ‐30.6 ‐21.2 ‐30.3 1.0 1.4 2.4 2.1 ‐9.8 ‐53.2 ‐16.9 0.1 ‐18.2 ‐1.1 ‐9.5 ‐17.0 ‐15.8 ‐8.9 ‐5.7



Major asset class returns
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Source: MPI, as of September 30, 2015 Source: MPI, as of September 30, 2015
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S&P 500 and S&P 500 sector returns
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Source: MPI, as of 9/30/15
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QTD ENDING SEPTEMBER 2015 ONE YEAR ENDING SEPTEMBER 2015

‐30% ‐20% ‐10% 0% 10% 20% 30% 40%

Energy
 (‐29.7%)

Materials
 (‐18.0%)

Telecom
 (‐7.9%)

Industrials
 (‐3.6%)

S&P 500
 (‐0.6%)

Financials
 (‐0.3%)

Information
 Technology

 (2.1%)

Health Care
 (5.2%)

Utilities
 (6.6%)

Consumer
 Staples
 (7.1%)

Consumer
 Discretionary

 (13.2%)



Detailed index returns
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Source: Morningstar, as of 9/30/15
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DOMESTIC EQUITY FIXED INCOME
Month QTD YTD 1 Year 3 Year 5 Year 10 Year Month QTD YTD 1 Year 3 Year 5 Year 10 Year

 Core Index  Broad Index

 S&P 500 (2.5) (6.4) (5.3) (0.6) 12.4  13.3  6.8   BC US Treasury US TIPS (0.6) (1.1) (0.8) (0.8) (1.8) 2.5  4.0 

 S&P 500 Equal Weighted (3.2) (7.5) (6.9) (1.2) 14.3  13.8  8.3   BC US Treasury Bills 0.0  0.0  0.1  0.1  0.1  0.1  1.4 

 DJ Industrial Average (1.4) (7.0) (7.0) (2.1) 9.3  11.4  7.2   BC US Agg Bond 0.7  1.2  1.1  2.9  1.7  3.1  4.6 

 Russell Top 200 (2.4) (6.3) (5.0) (0.8) 12.1  13.4  6.6   Duration

 Russell 1000 (2.7) (6.8) (5.2) (0.6) 12.7  13.4  7.0   BC US Treasury 1‐3 Yr 0.3  0.3  1.0  1.2  0.7  0.8  2.6 

 Russell 2000 (4.9) (11.9) (7.7) 1.2  11.0  11.7  6.5   BC US Treasury Long 1.5  5.1  0.2  8.8  2.8  6.2  7.0 

 Russell 3000 (2.9) (7.2) (5.4) 0.5  12.5  13.3  6.9   BC US Treasury 0.9  1.8  1.8  3.8  1.3  2.5  4.4 

 Russell Mid Cap (3.6) (8.0) (5.8) 0.2  13.9  13.4  7.9   Issuer

Style Index  BC US MBS 0.6  1.3  3.4  2.7  2.0  3.0  4.7 

 Russell 1000 Growth (2.5) (5.3) (1.5) 3.2  13.6  14.5  8.1   BC US Corp. High Yield (2.6) (4.9) (3.4) (2.9) 3.5  6.1  7.3 

 Russell 1000 Value (3.0) (8.4) (9.0) (4.4) 11.6  12.3  5.7   BC US Agency Interm 0.5  0.8  2.4  1.8  1.1  1.6  3.6 

 Russell 2000 Growth (6.3) (13.1) (5.5) 4.0  12.8  13.3  7.7   BC US Credit 0.5  0.5  1.5  (0.4) 2.0  4.1  5.3 

 Russell 2000 Value (3.5) (10.7) (10.1) (1.6) 10.2  10.2  5.3 

INTERNATIONAL EQUITY OTHER
Month QTD YTD 1 Year 3 Year 5 Year 10 Year Month QTD YTD 1 Year 3 Year 5 Year 10 Year

 Broad Index  Index

 MSCI EAFE (5.1) (10.2) (5.3) (8.7) 5.6  4.0  3.0   Bloomberg Comm. Index (3.4) (14.5) (15.8) (26.0) (16.0) (8.9) (5.7)

 MSCI AC World ex US (4.6) (12.2) (8.6) (12.2) 2.3  1.8  3.0   Wilshire US REIT 3.3  2.9  (3.0) 11.7  10.1  12.5  6.8 

 MSCI EM (3.0) (17.9) (15.5) (19.3) (5.3) (3.6) 4.3  Regional Index

 MSCI EAFE Small Cap  (3.4) (6.8) 2.6  0.3  10.2  7.3  4.7   JPM EMBI Global Div (1.3) (1.7) (0.1) (0.6) 1.5  4.7  6.9 

 Style Index  JPM GBI‐EM Global Div (3.0) (10.5) (14.9) (19.8) (8.7) (3.6) 4.5 

 MSCI EAFE Growth (4.0) (8.7) (2.4) (4.7) 6.5  4.8  3.8 

 MSCI EAFE Value (6.2) (11.8) (8.2) (12.6) 4.7  3.1  2.1 

 Regional Index

 MSCI UK (4.5) (10.0) (8.2) (12.1) 3.0  4.5  3.0 

 MSCI Japan (6.8) (11.8) 0.2  (2.2) 9.0  4.9  1.1 

 MSCI Euro (5.3) (8.9) (6.0) (10.8) 6.7  2.6  2.2 

 MSCI EM Asia (1.5) (17.0) (12.8) (13.1) (0.4) (0.1) 6.3 

 MSCI EM Latin American (7.7) (24.3) (29.1) (38.7) (17.5) (12.9) 1.8 



Definitions
Bloomberg US Weekly Consumer Comfort Index ‐ tracks the public’s economic attitudes each week, providing a high‐frequency read on consumer sentiment. The index, 
based on cell and landline telephone interviews with a random, representative national sample of U.S. adults, tracks Americans' ratings of the national economy, their 
personal finances and the buying climate on a weekly basis, with views of the economy’s direction measured separately each month. (www.langerresearch.com) 

University of Michigan Consumer Sentiment Index ‐ A survey of consumer attitudes concerning both the present situation as well as expectations regarding economic 
conditions conducted by the University of Michigan. For the preliminary release approximately three hundred consumers are surveyed while five hundred are 
interviewed for the final figure. The level of consumer sentiment is related to the strength of consumer spending. (www.Bloomberg.com) 

Citi Economic Surprise Index ‐ objective and quantitative measures of economic news. Defined as weighted historical standard deviations of data surprises (actual 
releases vs Bloomberg survey median). A positive reading of the Economic Surprise Index suggests that economic releases have on balance been beating consensus. The 
indices are calculated daily in a rolling three‐month window. The weights of economic indicators are derived from relative high‐frequency spot FX impacts of 1 standard 
deviation data surprises. The indices also employ a time decay function to replicate the limited memory of markets. (www.Bloomberg.com) 

Merrill Lynch Option Volatility Estimate (MOVE) Index – a yield curve weighted index comprised of a weighted set of 1‐month Treasury options, including 2.5.10 and 
30 year tenor contracts. This index is an indicator of the expected (implied) future volatility in the rate markets. 
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Notices & Disclosures
Past performance is no guarantee of future results. This report or presentation is provided for informational purposes only and is directed to institutional clients and 
eligible institutional counterparties only and should not be relied upon by retail investors. Nothing herein constitutes investment, legal, accounting or tax advice, or a 
recommendation to buy, sell or hold a security or pursue a particular investment vehicle or any trading strategy. The opinions and information expressed are current as 
of the date provided or cited only and are subject to change without notice. This information is obtained from sources deemed reliable, but there is no representation or 
warranty as to its accuracy, completeness or reliability. Verus Advisory Inc. and Verus Investors, LLC expressly disclaim any and all implied warranties or originality, 
accuracy, completeness, non‐infringement, merchantability and fitness for a particular purpose.  This report or presentation cannot be used by the recipient for 
advertising or sales promotion purposes. 

The material may include estimates, outlooks, projections and other “forward‐looking statements.” Such statements can be identified by the use of terminology such as 
“believes,” “expects,” “may,” “will,” “should,” “anticipates,” or the negative of any of the foregoing  or comparable terminology, or by discussion of strategy, or 
assumptions such as economic conditions underlying other statements. No assurance can be given that future results described or implied by any forward looking 
information will be achieved. Actual events may differ significantly from those presented. Investing entails risks, including possible loss of principal. Risk controls and 
models do not promise any level of performance or guarantee against loss of principal.  

“VERUS ADVISORY™ and VERUS INVESTORS™ and any associated designs are the respective trademarks of Verus Advisory, Inc. and Verus Investors, LLC.  Additional 
information is available upon request. 



 

Executive Summary 
 
 
To:  Stanislaus County Employees’ Retirement Association 

From:  Verus 

Date  November 24, 2015 

Re:  Quarterly Review – Period Ending September 30, 2015 

 

 
 The  StanCERA Total  Fund  returned  ‐6.3%  for  the  third quarter, 

below both the ‐5.0% and the ‐4.6% return of the median public 
fund  and  the  policy  index,  respectively.  StanCERA’s  Total  Fund 
performance  is  above  the  policy  index  on  a  3‐year  and  5‐year 
basis. The Total Fund is also above the median fund on a 3‐year, 
5‐year, and 10‐year basis. 
 

 StanCERA domestic equities returned ‐8.6% for the quarter, below 
the ‐7.2% return of the Russell 3000 Index while ranking in the 83rd 
percentile of all cap domestic equity portfolios. 
 

 StanCERA international equities returned ‐12.0% for the quarter, 
below the ‐12.1% return of the MSCI ACWI ex‐US while ranking in 
the 60th percentile of MSCI ACWI ex‐US portfolios. 
 

 StanCERA domestic fixed income returned ‐0.2% for the quarter, 
below  the  1.2%  return  of  the  Barclays  U.S.  Aggregate  while 
ranking in the 73rd percentile of domestic fixed income portfolios. 
 

 StanCERA  real estate  returned 2.0%  for  the quarter, below  the 
3.0% return of the Dow Jones US Select Real Estate. 
 

 StanCERA direct lending returned 1.0% for the quarter, below the 
2.3% return of the 9% annual expected return. 
 

 Total domestic equity allocation stood at 45.0% and international 
equity  allocation  stood  at  18.4%,  both  above  their  respective 
targets  of  38.2%  and  18.0%.  Domestic  fixed  income  stood  at 
28.0%, below  the  current  target of 29.8%. Real estate  stood at 
2.1%, below  the current  target of 3.5%. Direct  lending stood at 
6.1% while  infrastructure  stood  at  0.5%,  below  the  respective 
targets of 7.5% and 3.0%. 



Stanislaus County Employees' Retirement Association
Investment Performance Review

Period Ending:  September 30, 2015



Contributions and withdrawals may include intra-account transfers between managers/funds. All data prior to 6/30/2015 provided by the previous consultant.

Portfolio Reconciliation

Sources of Portfolio Growth Last Three
Months Year-To-Date

_

Beginning Market Value $1,824,407,408 $1,796,813,485

Net Additions/Withdrawals -$4,901,970 -$21,579,295

Investment Earnings -$114,394,880 -$70,123,632

Ending Market Value $1,705,110,559 $1,705,110,559
_

Stanislaus County Employees' Retirement Association 1

Total Fund
Portfolio Reconciliation Period Ending: September 30, 2015



Stanislaus County Employees' Retirement Association 2

Total Fund
Asset Allocation History Period Ending: September 30, 2015



Stanislaus County Employees' Retirement Association 3

Current
Balance

Current
Allocation Policy Difference Policy Range Within IPS

Range?
_

Domestic Equity Large Cap
Core $68,702,743 4.0% 4.8% -$13,142,564 3.8% - 5.8% Yes

Domestic Equity Large Cap
Growth $260,366,951 15.3% 11.3% $67,689,458 7.8% - 14.8% No

Domestic Equity Large Cap
Value $281,929,677 16.5% 14.4% $36,393,757 11.4% - 17.4% Yes

Domestic Equity Small Cap
Growth $78,323,774 4.6% 3.7% $15,234,684 2.7% - 4.7% Yes

Domestic Equity Small Cap
Value $78,256,527 4.6% 4.0% $10,052,105 3.0% - 5.0% Yes

International Equity $313,371,916 18.4% 18.0% $6,452,015 15.0% - 21.0% Yes
Domestic Fixed Income $476,580,028 28.0% 29.8% -$31,542,918 26.0% - 33.6% Yes
Real Estate $35,391,829 2.1% 3.5% -$24,287,040 1.0% - 4.5% Yes
Direct Lending $103,732,992 6.1% 7.5% -$24,150,300 2.5% - 9.0% Yes
Infrastructure $8,406,750 0.5% 3.0% -$42,746,567 0.0% - 4.0% Yes
Cash and Equivalents $47,370 0.0% 0.0% $47,370 0.0% - 2.0% Yes
Total $1,705,110,559 100.0% 100.0%

XXXXX

Total Fund
Asset Allocation vs. Policy Period Ending: September 30, 2015



Policy Index: 14.4% Russell 1000 Value, 11.3% Russell 1000 Growth, 4.8% S&P 500, 4.0% Russell 2000 Value, 3.7% Russell 2000 Growth, 18.0% MSCI ACWI ex USA, 29.8% Barclays Aggregate, 3.5% DJ US Select RESI, 7.5% 9% Annual, 3% CPI + 4%.
US Equity Blended: 80% Russell 1000, 20% Russell 2000. All data prior to 6/30/2015 provided by the previous consultant. 12th Street Building removed from investable assets 3Q 2015. Invesco residual balance of  $133.03 included in Total Fund market value.
Raven Opportunity III initial capital called 7/6/2015. Prime Property Fund capital called 9/30/2015. Medley, Greenfield and MS Infrastructure fund market values are as of 6/30/2015 adjusted for any calls and distributions in 3Q 2015.

Stanislaus County Employees' Retirement Association 4

Total Fund
Executive Summary (Gross of Fees) Period Ending: September 30, 2015

QTD YTD 1 Yr 3 Yrs 5 Yrs 10 Yrs
_

Total Fund -6.3 -3.9 -1.2 7.9 8.4 6.1
Policy Index -4.6 -2.9 -0.2 7.0 7.8 6.2

InvestorForce Public DB Gross Rank 92 85 64 24 23 24

US Equity -8.6 -5.9 -0.7 13.1 13.8 6.5
US Equity Blended -7.9 -5.7 -0.2 12.4 13.3 7.1
Russell 3000 -7.2 -5.4 -0.5 12.5 13.3 6.9

InvestorForce All DB US Eq Gross Rank 83 74 72 26 15 75

International Equity -12.0 -7.3 -10.4 4.1 3.4 4.1
MSCI ACWI ex USA Gross -12.1 -8.3 -11.8 2.8 2.3 3.5

InvestorForce All DB ex-US Eq Gross Rank 60 56 58 49 51 35

US Fixed Income -0.2 0.2 1.5 2.5 4.0 5.6
Barclays Aggregate 1.2 1.1 2.9 1.7 3.1 4.6

InvestorForce All DB US Fix Inc Gross Rank 73 56 67 35 47 40

Real Estate 2.0 5.9 17.9 12.1 6.6 --
DJ US Select RESI 3.0 -2.9 11.7 9.9 9.9 --

Direct Lending 1.0 4.2 9.5 -- -- --
9% Annual 2.2 6.7 9.0 -- -- --

Infrastructure 0.0 -- -- -- -- --
CPI + 5% 0.9 -- -- -- -- --

XXXXX



Policy Index: 14.4% Russell 1000 Value, 11.3% Russell 1000 Growth, 4.8% S&P 500, 4.0% Russell 2000 Value, 3.7% Russell 2000 Growth, 18.0% MSCI ACWI ex USA, 29.8% Barclays Aggregate, 3.5% DJ US Select RESI, 7.5% 9% Annual, 3% CPI + 4%.
US Equity Blended: 80% Russell 1000, 20% Russell 2000. All data prior to 6/30/2015 provided by the previous consultant. 12th Street Building removed from investable assets 3Q 2015. Invesco residual balance of  $133.03 included in Total Fund market value.
Raven Opportunity III initial capital called 7/6/2015. Prime Property Fund capital called 9/30/2015. Medley, Greenfield and MS Infrastructure fund market values are as of 6/30/2015 adjusted for any calls and distributions in 3Q 2015.

Stanislaus County Employees' Retirement Association 5

QTD YTD 1 Yr 3 Yrs 5 Yrs 10 Yrs
_

Total Fund -6.4 -4.1 -1.4 7.5 8.1 5.7
Policy Index -4.6 -2.9 -0.2 7.0 7.8 6.2

US Equity -8.6 -6.0 -0.9 12.8 13.5 6.2
US Equity Blended -7.9 -5.7 -0.2 12.4 13.3 7.1
Russell 3000 -7.2 -5.4 -0.5 12.5 13.3 6.9

International Equity -12.1 -7.5 -10.6 3.7 3.0 3.6
MSCI ACWI ex USA Gross -12.1 -8.3 -11.8 2.8 2.3 3.5

US Fixed Income -0.2 0.1 1.5 2.4 3.9 5.5
Barclays Aggregate 1.2 1.1 2.9 1.7 3.1 4.6

Real Estate 1.8 5.1 16.1 11.5 5.5 --
DJ US Select RESI 3.0 -2.9 11.7 9.9 9.9 --

Direct Lending 0.8 3.6 8.0 -- -- --
9% Annual 2.2 6.7 9.0 -- -- --

Infrastructure 0.0 -- -- -- -- --
CPI + 5% 0.9 -- -- -- -- --

XXXXX

Total Fund
Executive Summary (Net of Fees) Period Ending: September 30, 2015



Stanislaus County Employees' Retirement Association 6

Total Fund
Risk Analysis - 5 Years (Net of Fees) Period Ending: September 30, 2015

Anlzd Ret
Ann

Excess BM
Return

Anlzd Std
Dev

Anlzd
Alpha Beta Tracking

Error R-Squared Sharpe
Ratio Info Ratio Up Mkt

Cap Ratio
Down Mkt
Cap Ratio

_

Total Fund 8.07% 0.30% 9.35% -0.88% 1.15 1.70% 0.98 0.86 0.18 112.04% 118.28%
XXXXX



Individual closed end funds are not shown in performance summary table.

Stanislaus County Employees' Retirement Association 7

Total Fund
Performance Summary (Gross of Fees) Period Ending: September 30, 2015

Market Value % of
Portfolio 3 Mo YTD 1 Yr 3 Yrs 5 Yrs 10 Yrs 2014 2013 2012 2011 2010

Total Fund 1,705,110,559 100.0 -6.3 -3.9 -1.2 7.9 8.4 6.1 6.9 19.8 14.3 -0.3 13.6
Policy Index -4.6 -2.9 -0.2 7.0 7.8 6.2 7.5 15.4 12.3 1.4 13.3

InvestorForce Public DB Gross Rank 92 85 64 24 23 24 23 12 10 75 35
US Equity 767,579,673 45.0 -8.6 -5.9 -0.7 13.1 13.8 6.5 10.9 36.9 18.8 0.5 17.4

US Equity Blended -7.9 -5.7 -0.2 12.4 13.3 7.1 11.6 34.3 16.7 0.7 18.6
Russell 3000 -7.2 -5.4 -0.5 12.5 13.3 6.9 12.6 33.6 16.4 1.0 16.9

InvestorForce All DB US Eq Gross Rank 83 74 72 26 15 75 54 13 6 49 65
Mellon S&P 500 68,702,743 4.0 -6.4 -5.3 -0.6 12.4 13.4 6.8 13.7 32.4 16.0 2.1 15.1

S&P 500 -6.4 -5.3 -0.6 12.4 13.3 6.8 13.7 32.4 16.0 2.1 15.1
eA US Large Cap Core Equity Gross Rank 42 55 56 55 51 74 42 58 40 40 35

BlackRock Russell 1000 Growth 105,560,000 6.2 -5.3 -1.5 3.2 13.7 14.6 -- 13.1 33.5 15.4 2.8 --
Russell 1000 Growth -5.3 -1.5 3.2 13.6 14.5 -- 13.0 33.5 15.3 2.6 --

eA US Large Cap Growth Equity Gross Rank 32 49 51 51 40 -- 37 56 53 21 --
Jackson Square 154,806,951 9.1 -7.1 -2.8 4.0 14.3 15.9 -- 13.8 35.6 17.0 8.9 14.6

Russell 1000 Growth -5.3 -1.5 3.2 13.6 14.5 -- 13.0 33.5 15.3 2.6 16.7
eA US Large Cap Growth Equity Gross Rank 73 62 43 37 16 -- 32 39 36 3 65

BlackRock Russell 1000 Value 113,320,873 6.6 -8.3 -8.8 -4.2 11.7 12.4 -- 13.5 32.6 17.6 0.5 15.7
Russell 1000 Value -8.4 -9.0 -4.4 11.6 12.3 -- 13.5 32.5 17.5 0.4 15.5

eA US Large Cap Value Equity Gross Rank 51 68 60 58 50 -- 31 59 30 50 33
Dodge & Cox-Equity 168,608,804 9.9 -9.5 -8.1 -5.7 13.3 13.4 6.2 10.9 39.1 22.3 -3.0 14.3

Russell 1000 Value -8.4 -9.0 -4.4 11.6 12.3 5.7 13.5 32.5 17.5 0.4 15.5
eA US Large Cap Value Equity Gross Rank 72 58 73 33 29 72 72 15 3 75 52

Legato Capital 78,323,774 4.6 -13.4 -5.9 2.7 12.6 14.0 -- 3.0 47.3 18.1 -2.0 26.6
Russell 2000 Growth -13.1 -5.5 4.0 12.8 13.3 -- 5.6 43.3 14.6 -2.9 29.1

eA US Small Cap Growth Equity Gross Rank 73 66 61 57 53 -- 57 41 24 54 68
Capital Prospects 78,256,527 4.6 -10.8 -8.7 -1.9 12.4 12.8 -- 5.8 37.9 23.8 -4.0 28.0

Russell 2000 Value -10.7 -10.1 -1.6 9.2 10.2 -- 4.2 34.5 18.1 -5.5 24.5
eA US Small Cap Value Equity Gross Rank 67 68 65 48 45 -- 51 53 9 59 41



Market Value % of
Portfolio 3 Mo YTD 1 Yr 3 Yrs 5 Yrs 10 Yrs 2014 2013 2012 2011 2010

International Equity 313,371,916 18.4 -12.0 -7.3 -10.4 4.1 3.4 4.1 -4.2 20.0 18.0 -13.1 13.6
MSCI ACWI ex USA Gross -12.1 -8.3 -11.8 2.8 2.3 3.5 -3.4 15.8 17.4 -13.3 11.6

InvestorForce All DB ex-US Eq Gross Rank 60 56 58 49 51 35 70 35 63 51 23
LSV Asset Mgt 154,248,546 9.0 -13.0 -8.3 -12.4 3.9 3.2 3.8 -4.0 20.4 16.7 -12.5 13.4

MSCI ACWI ex USA Gross -12.1 -8.3 -11.8 2.8 2.3 3.5 -3.4 15.8 17.4 -13.3 11.6
eA ACWI ex-US Equity Unhedged Gross Rank 90 88 90 80 86 83 65 46 78 55 65

Pyramis 159,123,369 9.3 -11.0 -6.1 -8.3 4.3 3.7 -- -4.5 19.6 19.3 -13.5 13.8
MSCI ACWI ex USA Gross -12.1 -8.3 -11.8 2.8 2.3 -- -3.4 15.8 17.4 -13.3 11.6

eA ACWI ex-US Equity Unhedged Gross Rank 59 66 64 74 77 -- 70 55 55 63 61
US Fixed Income 476,580,028 28.0 -0.2 0.2 1.5 2.5 4.0 5.6 6.2 0.3 7.9 5.9 8.1

Barclays Aggregate 1.2 1.1 2.9 1.7 3.1 4.6 6.0 -2.0 4.2 7.8 6.5
InvestorForce All DB US Fix Inc Gross Rank 73 56 67 35 47 40 42 21 48 77 60

Dodge & Cox-Fixed 365,489,472 21.4 -0.5 -0.1 1.2 2.8 4.2 5.7 6.5 0.9 8.4 5.4 8.0
Barclays Aggregate 1.2 1.1 2.9 1.7 3.1 4.6 6.0 -2.0 4.2 7.8 6.5

eA US Core Fixed Inc Gross Rank 99 99 96 10 12 10 26 3 9 95 28
PIMCO 111,090,556 6.5 0.8 1.2 2.6 1.5 3.3 -- 5.0 -2.2 5.8 8.6 --

Barclays Aggregate 1.2 1.1 2.9 1.7 3.1 -- 6.0 -2.0 4.2 7.8 --
eA US Core Fixed Inc Gross Rank 77 63 73 95 75 -- 83 89 54 19 --

Real Estate 35,391,829 2.1 2.0 5.9 17.9 12.1 6.6 -- 28.3 1.4 5.6 -10.2 18.2
DJ US Select RESI 3.0 -2.9 11.7 9.9 9.9 -- 31.9 1.3 16.1 0.4 20.4
Prime Property Fund 15,000,002 0.9 -- -- -- -- -- -- -- -- -- --

NCREIF-ODCE -- -- -- -- -- -- -- -- -- --
American Strategic Value Realty 8,607,734 0.5 5.0 15.4 -- -- -- -- -- -- -- -- --

NCREIF Property Index 3.1 10.1 -- -- -- -- -- -- -- -- --
BlackRock US Real Estate 3,093,024 0.2 3.0 -2.9 11.7 9.9 -- -- 31.9 1.4 -- -- --

DJ US Select RESI TR USD 3.0 -2.9 11.7 9.9 -- -- 31.9 1.3 -- -- --
eA US REIT Gross Rank 39 58 54 72 -- -- 39 91 -- -- --

Individual closed end funds are not shown in performance summary table.
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Total Fund
Performance Summary (Gross of Fees) Period Ending: September 30, 2015

--
--



Individual closed end funds are not shown in performance summary table.
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Total Fund
Performance Summary (Net of Fees) Period Ending: September 30, 2015

Market Value % of
Portfolio 3 Mo YTD 1 Yr 3 Yrs 5 Yrs 10 Yrs 2014 2013 2012 2011 2010

Total Fund 1,705,110,559 100.0 -6.4 -4.1 -1.4 7.5 8.1 5.7 6.5 19.2 14.0 -0.6 13.3
Policy Index -4.6 -2.9 -0.2 7.0 7.8 6.2 7.5 15.4 12.3 1.4 13.3
US Equity 767,579,673 45.0 -8.6 -6.0 -0.9 12.8 13.5 6.2 10.7 36.5 18.5 0.2 17.0

US Equity Blended -7.9 -5.7 -0.2 12.4 13.3 7.1 11.6 34.3 16.7 0.7 18.6
Russell 3000 -7.2 -5.4 -0.5 12.5 13.3 6.9 12.6 33.6 16.4 1.0 16.9
Mellon S&P 500 68,702,743 4.0 -6.4 -5.3 -0.6 12.4 13.3 6.8 13.7 32.4 16.0 1.9 15.1

S&P 500 -6.4 -5.3 -0.6 12.4 13.3 6.8 13.7 32.4 16.0 2.1 15.1
BlackRock Russell 1000 Growth 105,560,000 6.2 -5.3 -1.6 3.2 13.6 14.5 -- 13.1 33.5 15.4 2.8 --

Russell 1000 Growth -5.3 -1.5 3.2 13.6 14.5 -- 13.0 33.5 15.3 2.6 --
Jackson Square 154,806,951 9.1 -7.2 -3.0 3.7 13.8 15.4 -- 13.4 34.9 16.6 8.3 14.1

Russell 1000 Growth -5.3 -1.5 3.2 13.6 14.5 -- 13.0 33.5 15.3 2.6 16.7
BlackRock Russell 1000 Value 113,320,873 6.6 -8.3 -8.8 -4.3 11.7 12.4 -- 13.5 32.6 17.6 0.5 15.7

Russell 1000 Value -8.4 -9.0 -4.4 11.6 12.3 -- 13.5 32.5 17.5 0.4 15.5
Dodge & Cox-Equity 168,608,804 9.9 -9.5 -8.2 -5.7 13.1 13.2 6.0 10.7 38.8 22.1 -3.2 14.1

Russell 1000 Value -8.4 -9.0 -4.4 11.6 12.3 5.7 13.5 32.5 17.5 0.4 15.5
Legato Capital 78,323,774 4.6 -13.8 -6.5 2.0 11.8 13.2 -- 2.5 46.0 17.4 -2.9 25.4

Russell 2000 Growth -13.1 -5.5 4.0 12.8 13.3 -- 5.6 43.3 14.6 -2.9 29.1
Capital Prospects 78,256,527 4.6 -11.1 -9.2 -2.4 11.6 12.0 -- 5.2 36.8 23.2 -4.8 27.1

Russell 2000 Value -10.7 -10.1 -1.6 9.2 10.2 -- 4.2 34.5 18.1 -5.5 24.5
International Equity 313,371,916 18.4 -12.1 -7.5 -10.6 3.7 3.0 3.6 -4.5 19.4 17.5 -13.6 13.0

MSCI ACWI ex USA Gross -12.1 -8.3 -11.8 2.8 2.3 3.5 -3.4 15.8 17.4 -13.3 11.6
LSV Asset Mgt 154,248,546 9.0 -13.2 -8.5 -12.6 3.5 2.7 3.2 -4.2 19.8 16.2 -13.0 12.7

MSCI ACWI ex USA Gross -12.1 -8.3 -11.8 2.8 2.3 3.5 -3.4 15.8 17.4 -13.3 11.6
Pyramis 159,123,369 9.3 -11.1 -6.3 -8.5 3.9 3.3 -- -4.9 19.1 18.8 -13.9 13.2

MSCI ACWI ex USA Gross -12.1 -8.3 -11.8 2.8 2.3 -- -3.4 15.8 17.4 -13.3 11.6
US Fixed Income 476,580,028 28.0 -0.2 0.1 1.5 2.4 3.9 5.5 6.1 0.1 7.7 5.7 8.0

Barclays Aggregate 1.2 1.1 2.9 1.7 3.1 4.6 6.0 -2.0 4.2 7.8 6.5
Dodge & Cox-Fixed 365,489,472 21.4 -0.5 -0.1 1.2 2.7 4.1 5.6 6.4 0.8 8.3 5.3 7.9

Barclays Aggregate 1.2 1.1 2.9 1.7 3.1 4.6 6.0 -2.0 4.2 7.8 6.5
PIMCO 111,090,556 6.5 0.7 1.0 2.4 1.2 3.0 -- 4.7 -2.5 5.5 8.2 --

Barclays Aggregate 1.2 1.1 2.9 1.7 3.1 -- 6.0 -2.0 4.2 7.8 --



Market Value % of
Portfolio 3 Mo YTD 1 Yr 3 Yrs 5 Yrs 10 Yrs 2014 2013 2012 2011 2010

Real Estate 35,391,829 2.1 1.8 5.1 16.1 11.5 5.5 -- 27.4 1.3 2.7 -10.8 17.4
DJ US Select RESI 3.0 -2.9 11.7 9.9 9.9 -- 31.9 1.3 16.1 0.4 20.4
Prime Property Fund 15,000,002 0.9 -- -- -- -- -- -- -- -- -- --

NCREIF-ODCE -- -- -- -- -- -- -- -- -- --
American Strategic Value Realty 8,607,734 0.5 4.2 13.4 -- -- -- -- -- -- -- -- --

NCREIF Property Index 3.1 10.1 -- -- -- -- -- -- -- -- --
BlackRock US Real Estate 3,093,024 0.2 2.9 -3.0 11.6 9.9 -- -- 31.9 1.3 -- -- --

DJ US Select RESI TR USD 3.0 -2.9 11.7 9.9 -- -- 31.9 1.3 -- -- --

Individual closed end funds are not shown in performance summary table.

Stanislaus County Employees' Retirement Association 10

Total Fund
Performance Summary (Net of Fees) Period Ending: September 30, 2015

--
--
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1 (DPI) is equal to (capital returned / capital called)
2 (TVPI) is equal to (market value + capital returned) / capital called
3 Last known market value + capital calls - distributions

Total Fund
Closed End Funds - Investment Summary Period Ending: September 30, 2015



Performance Analysis excludes closed end funds and those funds without 3 and 5 years of performance.
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3 Years

Anlzd Ret Ann Excess
BM Return Anlzd Std Dev Anlzd Alpha Beta Tracking Error R-Squared Sharpe Ratio Info Ratio Up Mkt Cap

Ratio
Down Mkt Cap

Ratio
_

Mellon S&P 500 12.40% -0.01% 9.43% 0.00% 1.00 0.03% 1.00 1.31 -0.27 99.88% 99.71%
BlackRock Russell 1000 Growth 13.62% 0.02% 9.21% 0.03% 1.00 0.06% 1.00 1.48 0.32 100.09% 99.79%
Jackson Square 13.84% 0.23% 10.91% -1.85% 1.15 2.81% 0.95 1.27 0.08 105.45% 119.01%
BlackRock Russell 1000 Value 11.67% 0.07% 10.58% 0.11% 1.00 0.05% 1.00 1.10 1.43 100.22% 98.83%
Dodge & Cox-Equity 13.08% 1.49% 11.20% 1.32% 1.01 3.10% 0.92 1.17 0.48 114.02% 107.58%
Legato Capital 11.80% -1.04% 15.71% -1.19% 1.01 2.59% 0.97 0.75 -0.40 93.05% 98.85%
Capital Prospects 11.64% 2.46% 13.78% 2.66% 0.98 3.23% 0.95 0.84 0.76 112.36% 91.25%
LSV Asset Mgt 3.49% 0.71% 13.12% 0.47% 1.08 1.47% 0.99 0.26 0.48 112.77% 105.24%
Pyramis 3.93% 1.15% 11.11% 1.42% 0.90 2.44% 0.96 0.35 0.47 94.06% 81.88%
Dodge & Cox-Fixed 2.71% 1.01% 2.58% 1.40% 0.77 1.57% 0.69 1.04 0.64 97.32% 26.27%
PIMCO 1.17% -0.54% 2.75% -0.47% 0.96 0.66% 0.94 0.41 -0.81 83.38% 102.03%

XXXXX

5 Years

Anlzd Ret Ann Excess
BM Return Anlzd Std Dev Anlzd Alpha Beta Tracking Error R-Squared Sharpe Ratio Info Ratio Up Mkt Cap

Ratio
Down Mkt Cap

Ratio
_

Mellon S&P 500 13.29% -0.05% 13.11% -0.03% 1.00 0.08% 1.00 1.01 -0.57 99.60% 99.90%
BlackRock Russell 1000 Growth 14.54% 0.07% 13.23% 0.08% 1.00 0.05% 1.00 1.10 1.25 100.32% 99.65%
Jackson Square 15.41% 0.94% 13.52% 1.00% 1.00 2.96% 0.95 1.14 0.32 105.57% 97.24%
BlackRock Russell 1000 Value 12.36% 0.08% 14.24% 0.10% 1.00 0.05% 1.00 0.87 1.62 100.25% 99.43%
Dodge & Cox-Equity 13.18% 0.89% 15.58% -0.03% 1.08 2.96% 0.97 0.84 0.30 113.56% 110.31%
Legato Capital 13.16% -0.11% 18.93% 0.48% 0.96 2.74% 0.98 0.69 -0.04 91.41% 91.30%
Capital Prospects 12.00% 1.83% 18.12% 2.07% 0.98 2.71% 0.98 0.66 0.67 109.56% 96.42%
LSV Asset Mgt 2.74% 0.47% 16.24% 0.33% 1.06 1.49% 0.99 0.17 0.31 112.76% 104.98%
Pyramis 3.30% 1.02% 15.19% 1.05% 0.99 1.99% 0.98 0.21 0.51 100.46% 93.33%
Dodge & Cox-Fixed 4.15% 1.05% 2.43% 2.60% 0.50 2.43% 0.37 1.69 0.43 101.98% 16.39%
PIMCO 2.95% -0.14% 3.18% -0.31% 1.05 0.67% 0.96 0.91 -0.21 99.31% 109.63%

XXXXX

Total Fund
Performance Analysis - 3 and 5 Years (Net of Fees) Period Ending: September 30, 2015



Name Asset Class Fee Schedule Market Value Estimated Fee Value Estimated Fee

Mellon S&P 500 Domestic Equity 0.04% of Assets $68,702,743 $24,046 0.04%
BlackRock Russell 1000 Growth Domestic Equity 0.02% of Assets $105,560,000 $21,112 0.02%

Jackson Square Domestic Equity 0.50% of First $100.0 Mil,
0.45% Thereafter $154,806,951 $746,631 0.48%

BlackRock Russell 1000 Value Domestic Equity 0.02% of Assets $113,320,873 $22,664 0.02%

Dodge & Cox-Equity Domestic Equity
0.40% of First $10.0 Mil,
0.20% of Next $90.0 Mil,
0.15% Thereafter

$168,608,804 $322,913 0.19%

0.90% of Assets $78,323,774 $704,914 0.90%Legato Capital 
Capital Prospects 0.75% of Assets $78,256,527 $586,924 0.75%

LSV Asset Mgt International Equity

0.75% of First $25.0 Mil,
0.65% of Next $25.0 Mil,
0.55% of Next $50.0 Mil,
0.45% Thereafter

$154,248,546 $869,118 0.56%

Pyramis International Equity

0.80% of First $25.0 Mil,
0.60% of Next $25.0 Mil,
0.40% of Next $50.0 Mil,
0.30% of Next $100.0 Mil,
0.25% Thereafter

$159,123,369 $727,370 0.46%

Dodge & Cox-Fixed Domestic Fixed Income

0.40% of First $4.0 Mil,
0.30% of Next $6.0 Mil,
0.20% of Next $10.0 Mil,
0.10% Thereafter

$365,489,472 $399,489 0.11%

PIMCO Domestic Fixed Income
0.50% of First $25.0 Mil,
0.38% of Next $25.0 Mil,
0.25% Thereafter

$111,090,556 $371,476 0.33%

Prime Property Fund Real Estate 0.84% of Assets $15,000,002 $126,000 0.84%

American Strategic Value Realty Real Estate

1.25% of First $10.0 Mil,
1.20% of Next $15.0 Mil,
1.10% of Next $25.0 Mil,
1.00% Thereafter

$8,607,734 $107,597 1.25%

BlackRock US Real Estate Real Estate 0.09% of First $100.0 Mil,
0.07% Thereafter $3,093,024 $2,784 0.09%

Cash Account Cash and Equivalents 0.10% of Assets $47,370 $47 0.10%
Total $1,584,279,745 $5,033,085 0.32%

XXXXX

Closed end funds excluded from fee analysis.
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Total Fund
Investment Fund Fee Analysis Period Ending: September 30, 2015

Domestic Equity
Domestic Equity
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Total Fund
Peer Universe Comparison: Cumulative Performance (Gross of Fees) Period Ending: September 30, 2015
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Total Fund
Peer Universe Comparison: Consecutive Periods (Gross of Fees) Period Ending: September 30, 2015



     Domestic Equity Managers
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Unclassified sector allocation includes cash allocations.

Mellon S&P 500
Manager Portfolio Overview Period Ending: September 30, 2015

Largest Holdings
End Weight Return

APPLE 3.73 -11.66
ALPHABET 'C' 2.15 16.89
MICROSOFT 2.09 0.91
EXXON MOBIL 1.83 -9.80
JOHNSON & JOHNSON 1.53 -3.47
GENERAL ELECTRIC 1.50 -4.22
BERKSHIRE HATHAWAY 'B' 1.44 -4.20
WELLS FARGO & CO 1.42 -8.10
JP MORGAN CHASE & CO. 1.33 -9.44
FACEBOOK CLASS A 1.20 4.82

Bottom Contributors
Avg Wgt Return Contribution

APPLE 3.81 -11.66 -0.44
EXXON MOBIL 1.83 -9.80 -0.18
CHEVRON 0.92 -17.18 -0.16
GILEAD SCIENCES 0.92 -15.80 -0.15
JP MORGAN CHASE &
CO. 1.37 -9.44 -0.13

BIOGEN 0.44 -27.76 -0.12
WELLS FARGO & CO 1.45 -8.10 -0.12
ABBVIE 0.63 -18.43 -0.12
SCHLUMBERGER 0.58 -19.46 -0.11
MERCK & COMPANY 0.88 -12.49 -0.11

Top Contributors
Avg Wgt Return Contribution

ALPHABET 'A' 1.91 18.21 0.35
AMAZON.COM 1.05 17.92 0.19
ALTRIA GROUP 0.57 12.42 0.07
NIKE 'B' 0.43 14.13 0.06
FACEBOOK CLASS A 1.05 4.82 0.05
CHUBB 0.14 29.52 0.04
HOME DEPOT 0.83 4.47 0.04
REYNOLDS AMERICAN 0.19 19.60 0.04
LOCKHEED MARTIN 0.29 12.34 0.04
VISA 'A' 0.76 3.91 0.03

Characteristics
Portfolio S&P 500

Number of Holdings 500 505

Weighted Avg. Market Cap. ($B) 119.83 119.17

Median Market Cap. ($B) 16.49 16.64

Price To Earnings 22.22 20.88

Price To Book 4.75 4.10

Price To Sales 3.25 2.98

Return on Equity (%) 18.98 18.27

Yield (%) 2.30 2.29

Beta 1.00 1.00
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Mellon S&P 500
Manager Performance Comparisons (Gross of Fees) Period Ending: September 30, 2015
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Mellon S&P 500
Rolling Manager Performance (Gross of Fees) Period Ending: September 30, 2015



Stanislaus County Employees' Retirement Association 20

3 Years

Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

Mellon S&P 500 12.4% 9.4% 1.3
S&P 500 12.4% 9.4% 1.3
eA US Large Cap Core Equity Gross Median 12.8% 10.0% 1.3

5 Years

Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

Mellon S&P 500 13.4% 13.1% 1.0
S&P 500 13.3% 13.1% 1.0
eA US Large Cap Core Equity Gross Median 13.4% 11.9% 1.1

Mellon S&P 500
Risk vs. Return 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015
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Unclassified sector allocation includes cash allocations.

BlackRock Russell 1000 Growth
Manager Portfolio Overview Period Ending: September 30, 2015

Largest Holdings
End Weight Return

APPLE 6.41 -11.66
MICROSOFT 2.05 0.91
AMAZON.COM 1.97 17.92
FACEBOOK CLASS A 1.96 4.82
ALPHABET 'A' 1.86 18.21
ALPHABET 'C' 1.80 16.89
WALT DISNEY 1.75 -9.95
VERIZON COMMUNICATIONS 1.66 -5.55
COCA COLA 1.59 3.15
HOME DEPOT 1.51 4.47

Top Contributors
Avg Wgt Return Contribution

AMAZON.COM 1.26 17.92 0.23
ALPHABET 'A' 1.19 18.21 0.22
ALPHABET 'C' 1.15 16.89 0.19
ALTRIA GROUP 0.63 12.42 0.08
NIKE 'B' 0.48 14.13 0.07
FACEBOOK CLASS A 1.25 4.82 0.06
REYNOLDS AMERICAN 0.22 19.60 0.04
HOME DEPOT 0.96 4.47 0.04
VISA 'A' 0.90 3.91 0.04
STARBUCKS 0.53 6.30 0.03

Bottom Contributors
Avg Wgt Return Contribution

APPLE 4.24 -11.66 -0.49
GILEAD SCIENCES 1.03 -15.80 -0.16
ABBVIE 0.73 -18.43 -0.13
BIOGEN 0.46 -27.76 -0.13
WALT DISNEY 1.18 -9.95 -0.12
WILLIAMS 0.24 -34.87 -0.08
AMGEN 0.78 -9.48 -0.07
BRISTOL MYERS SQUIBB 0.66 -9.99 -0.07
VERIZON
COMMUNICATIONS 1.11 -5.55 -0.06

MONSANTO 0.30 -19.94 -0.06

Characteristics

Portfolio
Russell

1000
Growth

Number of Holdings 642 642

Weighted Avg. Market Cap. ($B) 115.55 115.53

Median Market Cap. ($B) 8.31 8.30

Price To Earnings 26.17 24.38

Price To Book 7.19 6.54

Price To Sales 4.38 3.64

Return on Equity (%) 25.46 25.38

Yield (%) 1.66 1.66

Beta 1.00 1.00
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BlackRock Russell 1000 Growth
Manager Performance Comparisons (Gross of Fees) Period Ending: September 30, 2015
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BlackRock Russell 1000 Growth
Manager Performance - Rolling 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015
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3 Years

 Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

BlackRock Russell 1000 Growth 13.7% 9.2% 1.5
Russell 1000 Growth 13.6% 9.2% 1.5
eA US Large Cap Growth Equity Gross Median 13.7% 10.7% 1.3

5 Years

 Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

BlackRock Russell 1000 Growth 14.6% 13.2% 1.1
Russell 1000 Growth 14.5% 13.2% 1.1
eA US Large Cap Growth Equity Gross Median 14.0% 12.7% 1.1

BlackRock Russell 1000 Growth
Risk vs. Return 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015
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Unclassified sector allocation includes cash allocations.

Jackson Square
Manager Portfolio Overview Period Ending: September 30, 2015

Largest Holdings
End Weight Return

QUALCOMM 5.69 -13.48
VISA 'A' 5.64 3.91
CELGENE 5.56 -6.54
EQUINIX 5.07 8.35
MASTERCARD 4.74 -3.43
ALLERGAN 4.73 -10.43
WALGREENS BOOTS ALLIANCE 4.71 -1.20
LIBERTY INTACT.QVC GROUP 'A' 4.36 -5.48
CROWN CASTLE INTL. 4.27 -0.75
ELECTRONIC ARTS 4.00 1.88

Top Contributors
Avg Wgt Return Contribution

ALPHABET 'A' 2.09 18.21 0.38
ALPHABET 'C' 1.61 16.89 0.27
EQUINIX 3.17 8.35 0.27
NIKE 'B' 1.79 14.13 0.25
VISA 'A' 3.70 3.91 0.14
L BRANDS 1.88 5.78 0.11
INTERCONTINENTAL EX. 1.98 5.43 0.11
FACEBOOK CLASS A 1.43 4.82 0.07
ELECTRONIC ARTS 2.26 1.88 0.04
MICROSOFT 1.09 0.91 0.01

Bottom Contributors
Avg Wgt Return Contribution

VALEANT PHARMS. (NYS)
INTL. 2.89 -19.70 -0.57

BIOGEN 1.98 -27.76 -0.55
QUALCOMM 4.00 -13.48 -0.54
TRIPADVISOR 'A' 1.75 -27.68 -0.49
BAIDU 'A' ADR 10:1 1.51 -30.98 -0.47
WYNN RESORTS 0.77 -45.90 -0.35
ALLERGAN 3.12 -10.43 -0.33
WILLIAMS 0.90 -34.87 -0.31
CELGENE 3.98 -6.54 -0.26
DISCOVERY COMMS.'C' 1.10 -21.85 -0.24

Characteristics

Portfolio
Russell

1000
Growth

Number of Holdings 30 642

Weighted Avg. Market Cap. ($B) 81.04 115.53

Median Market Cap. ($B) 37.97 8.30

Price To Earnings 32.17 24.38

Price To Book 7.27 6.54

Price To Sales 6.74 3.64

Return on Equity (%) 22.09 25.38

Yield (%) 1.07 1.66

Beta 1.16 1.00
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Jackson Square
Manager Performance Comparisons (Gross of Fees) Period Ending: September 30, 2015
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Jackson Square
Manager Performance - Rolling 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015
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3 Years

Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

Jackson Square 14.3% 10.9% 1.3
Russell 1000 Growth 13.6% 9.2% 1.5
eA US Large Cap Growth Equity Gross Median 13.7% 10.7% 1.3

5 Years

Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

Jackson Square 15.9% 13.5% 1.2
Russell 1000 Growth 14.5% 13.2% 1.1
eA US Large Cap Growth Equity Gross Median 14.0% 12.7% 1.1

Jackson Square
Risk vs. Return 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015
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Unclassified sector allocation includes cash allocations.

BlackRock Russell 1000 Value
Manager Portfolio Overview Period Ending: September 30, 2015

Largest Holdings
End Weight Return

EXXON MOBIL 3.28 -9.80
GENERAL ELECTRIC 2.68 -4.22
WELLS FARGO & CO 2.53 -8.10
BERKSHIRE HATHAWAY 'B' 2.39 -4.20
JP MORGAN CHASE & CO. 2.39 -9.44
JOHNSON & JOHNSON 2.38 -3.47
PROCTER & GAMBLE 2.06 -7.30
PFIZER 2.04 -5.59
AT&T 1.79 -7.04
BANK OF AMERICA 1.73 -8.17

Top Contributors
Avg Wgt Return Contribution

CHUBB 0.19 29.52 0.05
RAYTHEON 'B' 0.21 14.19 0.03
ACTIVISION BLIZZARD 0.09 27.59 0.03
PREC.CASTPARTS 0.16 14.94 0.02
SOUTHERN 0.26 7.94 0.02
CONSOLIDATED EDISON 0.12 16.62 0.02
EDISON INTL. 0.13 14.24 0.02
PPL 0.14 13.01 0.02
NVIDIA 0.08 23.09 0.02
STANCORP FINL.GP. 0.03 51.04 0.02

Bottom Contributors
Avg Wgt Return Contribution

EXXON MOBIL 2.13 -9.80 -0.21
CHEVRON 1.05 -17.18 -0.18
JP MORGAN CHASE &
CO. 1.62 -9.44 -0.15

WELLS FARGO & CO 1.71 -8.10 -0.14
MERCK & COMPANY 0.93 -12.49 -0.12
SCHLUMBERGER 0.59 -19.46 -0.11
CITIGROUP 1.12 -10.12 -0.11
KINDER MORGAN 0.39 -26.90 -0.11
UNITED TECHNOLOGIES 0.51 -19.26 -0.10
BANK OF AMERICA 1.18 -8.17 -0.10

Characteristics

Portfolio Russell
1000 Value

Number of Holdings 689 689

Weighted Avg. Market Cap. ($B) 95.01 94.99

Median Market Cap. ($B) 6.85 6.80

Price To Earnings 18.63 17.92

Price To Book 2.12 2.09

Price To Sales 2.64 2.50

Return on Equity (%) 12.00 11.56

Yield (%) 2.77 2.73

Beta 1.00 1.00
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BlackRock Russell 1000 Value
Manager Performance Comparisons (Gross of Fees) Period Ending: September 30, 2015
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BlackRock Russell 1000 Value
Manager Performance - Rolling 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015
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3 Years

Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

BlackRock Russell 1000 Value 11.7% 10.6% 1.1
Russell 1000 Value 11.6% 10.6% 1.1
eA US Large Cap Value Equity Gross Median 12.1% 10.2% 1.2

5 Years

Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

BlackRock Russell 1000 Value 12.4% 14.2% 0.9
Russell 1000 Value 12.3% 14.3% 0.9
eA US Large Cap Value Equity Gross Median 12.4% 12.3% 1.0

BlackRock Russell 1000 Value
Risk vs. Return 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015
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Dodge & Cox-Equity
Manager Portfolio Overview Period Ending: September 30, 2015

Unclassified sector allocation includes cash allocations.

Top Contributors
Avg Wgt Return Contribution

ALPHABET 'C' 1.11 16.89 0.19
ALPHABET 'A' 0.63 18.21 0.11
PRICELINE GROUP 0.51 7.43 0.04
TIME WARNER CABLE 2.45 1.11 0.03
CADENCE DESIGN SYS. 0.27 5.19 0.01
MICROSOFT 1.36 0.91 0.01
HARLEY-DAVIDSON 0.02 -2.02 0.00
TIME 0.00 -16.44 0.00
DANAHER 0.68 -0.29 0.00
CARMAX 0.03 -10.41 0.00

Largest Holdings
End Weight Return

WELLS FARGO & CO 4.20 -8.10
CAPITAL ONE FINL. 3.87 -17.16
TIME WARNER CABLE 3.75 1.11
MICROSOFT (SGO) 3.65 -7.63
NOVARTIS 'B' SPN.ADR 1:1 3.63 -6.53
HEWLETT-PACKARD 3.59 -14.11
CHARLES SCHWAB 3.07 -12.38
TIME WARNER 2.94 -20.97
BANK OF AMERICA 2.86 -8.17
COMCAST 'A' 2.84 -5.42

Bottom Contributors
Avg Wgt Return Contribution

CAPITAL ONE FINL. 2.66 -17.16 -0.46
TIME WARNER 2.13 -20.97 -0.45
SCHLUMBERGER 1.82 -19.46 -0.35
HEWLETT-PACKARD 2.49 -14.11 -0.35
GOLDMAN SACHS GP. 1.61 -16.49 -0.27
CHARLES SCHWAB 2.12 -12.38 -0.26
APACHE 0.81 -31.70 -0.26
WELLS FARGO & CO 2.86 -8.10 -0.23
FEDEX 1.44 -15.37 -0.22
SYMANTEC 1.29 -15.63 -0.20

Characteristics

Portfolio Russell
1000 Value

Number of Holdings 66 689

Weighted Avg. Market Cap. ($B) 96.47 94.99

Median Market Cap. ($B) 37.57 6.80

Price To Earnings 19.76 17.92

Price To Book 2.40 2.09

Price To Sales 2.50 2.50

Return on Equity (%) 14.16 11.56

Yield (%) 2.14 2.73

Beta 1.02 1.00
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Dodge & Cox-Equity
Manager Performance Comparisons (Gross of Fees) Period Ending: September 30, 2015
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Dodge & Cox-Equity
Manager Performance - Rolling 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015
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3 Years

 Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

Dodge & Cox-Equity 13.3% 11.2% 1.2
Russell 1000 Value 11.6% 10.6% 1.1
eA US Large Cap Value Equity Gross Median 12.1% 10.2% 1.2

5 Years

 Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

Dodge & Cox-Equity 13.4% 15.6% 0.9
Russell 1000 Value 12.3% 14.3% 0.9
eA US Large Cap Value Equity Gross Median 12.4% 12.3% 1.0

Dodge & Cox-Equity
Risk vs. Return 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015
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Legato Capital
Manager Portfolio Overview Period Ending: September 30, 2015

Unclassified sector allocation includes cash allocations.

Largest Holdings
End Weight Return

LIGAND PHARMS.'B' 1.98 -15.11
SYNCHRONOSS
TECHNOLOGIES 1.77 -28.27

ISHARES RUSSELL 2000 GW. 1.63 -13.02
CONSTANT CONTACT 1.60 -15.72
PRA GROUP 1.45 -15.07
AMSURG 1.44 11.09
CARDTRONICS 1.32 -11.74
LIFELOCK 1.24 -46.59
ADVISORY BOARD 1.23 -16.70
FLEETMATICS GROUP 1.23 4.83

Top Contributors
Avg Wgt Return Contribution

IPC HEALTHCARE 0.91 40.26 0.37
BUFFALO WILD WINGS 0.50 23.45 0.12
AMSURG 0.97 11.09 0.11
BOFI HOLDING 0.40 21.87 0.09
ABIOMED 0.18 41.12 0.07
HEARTLAND PAYMENT
SYS. 0.36 16.77 0.06

KFORCE 0.37 15.38 0.06
ATHENAHEALTH 0.35 16.38 0.06
SS&C TECHNOLOGIES
HDG. 0.34 12.27 0.04

ANACOR
PHARMACEUTICALS 0.07 52.02 0.04

Bottom Contributors
Avg Wgt Return Contribution

SYNCHRONOSS
TECHNOLOGIES 1.19 -28.27 -0.34

ECHO GLOBAL
LOGISTICS 0.82 -39.99 -0.33

LIFELOCK 0.70 -46.59 -0.32
LIGAND PHARMS.'B' 1.27 -15.11 -0.19
SUNOPTA (NAS) 0.34 -54.71 -0.19
CONSTANT CONTACT 0.94 -15.72 -0.15
ADVISORY BOARD 0.86 -16.70 -0.14
SOTHEBY'S 0.49 -29.11 -0.14
INTERNAP 0.41 -33.73 -0.14
XPO LOGISTICS 0.27 -47.26 -0.13

Characteristics

Portfolio
Russell

2000
Growth

Number of Holdings 395 1,155

Weighted Avg. Market Cap. ($B) 1.90 1.95

Median Market Cap. ($B) 1.28 0.75

Price To Earnings 31.53 27.77

Price To Book 5.30 5.02

Price To Sales 3.57 3.30

Return on Equity (%) 16.61 16.21

Yield (%) 0.44 0.55

Beta 1.01 1.00
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Legato Capital
Manager Performance Comparisons (Gross of Fees) Period Ending: September 30, 2015
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Legato Capital
Manager Performance - Rolling 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015
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3 Years

Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

Legato Capital 12.6% 15.6% 0.8
Russell 2000 Growth 12.8% 15.3% 0.8
eA US Small Cap Growth Equity Gross Median 13.4% 14.2% 0.9

5 Years

Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

Legato Capital 14.0% 18.9% 0.7
Russell 2000 Growth 13.3% 19.6% 0.7
eA US Small Cap Growth Equity Gross Median 14.3% 16.5% 0.9

Legato Capital
Risk vs. Return 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015
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Capital Prospects
Manager Portfolio Overview Period Ending: September 30, 2015

Unclassified sector allocation includes cash allocations.

Largest Holdings
End Weight Return

ALLETE 1.43 9.92
LITTELFUSE 1.21 -3.64
MB FINANCIAL 1.13 -4.74
REGAL BELOIT 1.08 -21.92
HILLENBRAND 1.06 -14.61
AVOLON HOLDINGS 0.97 32.58
STEELCASE 'A' 0.97 -2.06
AMERICAN EQ.INV.LF.HLDG. 0.90 -13.60
IBERIABANK 0.85 -14.18
KNOWLES 0.84 1.82

Bottom Contributors
Avg Wgt Return Contribution

REGAL BELOIT 0.92 -21.92 -0.20
VERINT SYSTEMS 0.60 -28.97 -0.17
BELDEN 0.35 -42.46 -0.15
HILLENBRAND 0.98 -14.61 -0.14
MEN'S WEARHOUSE 0.42 -33.39 -0.14
MISTRAS GROUP 0.42 -32.30 -0.14
OIL STS.INTL. 0.45 -29.81 -0.14
ENPRO INDS. 0.40 -31.24 -0.13
RAYONIER
ADVD.MATERIALS 0.20 -61.92 -0.12

CINEMARK HOLDINGS 0.65 -18.56 -0.12

Top Contributors
Avg Wgt Return Contribution

AVOLON HOLDINGS 0.63 32.58 0.21
DOT HILL SYS. 0.25 58.99 0.15
ALLETE 0.90 9.92 0.09
CYTEC INDS. 0.35 22.21 0.08
SYNERGETICS USA 0.17 39.79 0.07
PAC.PREMIER BANC. 0.30 19.81 0.06
MATRIX SERVICE 0.26 22.92 0.06
BARRETT BUS.SVS. 0.27 18.94 0.05
TOTAL SYSTEM
SERVICES 0.48 8.99 0.04

PORTLAND GEN.ELEC. 0.34 12.43 0.04

Characteristics

Portfolio Russell
2000 Value

Number of Holdings 329 1,308

Weighted Avg. Market Cap. ($B) 1.85 1.60

Median Market Cap. ($B) 0.99 0.59

Price To Earnings 21.88 18.58

Price To Book 2.32 1.56

Price To Sales 2.00 2.59

Return on Equity (%) 10.98 7.73

Yield (%) 2.07 2.07

Beta 0.97 1.00
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Capital Prospects
Manager Performance Comparisons (Gross of Fees) Period Ending: September 30, 2015
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Capital Prospects
Manager Performance - Rolling 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015
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3 Years

Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

Capital Prospects 12.4% 13.7% 0.9
Russell 2000 Value 9.2% 13.7% 0.7
eA US Small Cap Value Equity Gross Median 12.2% 12.7% 1.0

5 Years

Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

Capital Prospects 12.8% 18.1% 0.7
Russell 2000 Value 10.2% 18.4% 0.6
eA US Small Cap Value Equity Gross Median 12.5% 15.4% 0.8

Capital Prospects
Risk vs. Return 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015



     International Equity Managers
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LSV Asset Mgt
Manager Portfolio Overview Period Ending: September 30, 2015

Unclassified sector allocation includes cash allocations.

Largest Holdings
End Weight Return

MAGNA INTL. 1.66 -14.58
NIPPON TELG. & TEL. 1.56 -2.59
CREDIT SUISSE GROUP N 1.46 -12.84
SANOFI 1.42 -3.62
ALLIANZ 1.39 0.08
SAMSUNG ELECTRONICS 1.36 -15.84
BAE SYSTEMS 1.33 -4.43
SWISS RE 1.19 -3.37
DAIMLER 1.18 -20.75
OLD MUTUAL 1.10 -8.31

Bottom Contributors
Avg Wgt Return Contribution

VOLKSWAGEN PREF. 0.73 -52.99 -0.39
BANK OF CHINA 'H' 0.67 -33.91 -0.23
DAIMLER 0.85 -20.75 -0.18
MAGNA INTL. 1.10 -14.58 -0.16
DBS GROUP HOLDINGS 0.63 -24.70 -0.16
SAMSUNG ELECTRONICS 0.84 -15.84 -0.13
CHONGQING
RUR.COML.BK. 'H' 0.44 -29.61 -0.13

STANDARD CHARTERED 0.30 -38.79 -0.12
ZURICH INSURANCE
GROUP 0.60 -19.61 -0.12

CREDIT SUISSE GROUP
N 0.84 -12.84 -0.11

Top Contributors
Avg Wgt Return Contribution

GEO HOLDINGS 0.27 30.52 0.08
THALES 0.37 15.00 0.06
RHEINMETALL 0.25 19.37 0.05
KT & G 0.42 10.57 0.04
DELHAIZE GROUP 0.56 7.00 0.04
ALSTOM 0.43 8.67 0.04
CELESTICA SBVTG.SHS. 0.37 10.03 0.04
DIRECT LINE IN.GROUP 0.40 8.86 0.04
YUE YUEN INDL.HDG. 0.23 12.04 0.03
TIANNENG POWER INTL. 0.09 27.07 0.03

Characteristics

Portfolio
MSCI

ACWI ex
USA Gross

Number of Holdings 252 1,843

Weighted Avg. Market Cap. ($B) 26.93 47.49

Median Market Cap. ($B) 6.82 6.17

Price To Earnings 13.64 17.97

Price To Book 1.51 2.31

Price To Sales 1.03 2.21

Return on Equity (%) 11.95 15.16

Yield (%) 4.10 3.20

Beta 1.09 1.00



Stanislaus County Employees' Retirement Association 47

LSV Asset Mgt
Manager Performance Comparisons Period Ending: September 30, 2015
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LSV Asset Mgt
Manager Performance - Rolling 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015
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3 Years

Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

LSV Asset Mgt 3.9% 13.2% 0.3
MSCI ACWI ex USA Gross 2.8% 12.1% 0.2
eA ACWI ex-US Equity Unhedged Gross Median 5.9% 11.3% 0.5

5 Years

Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

LSV Asset Mgt 3.2% 16.3% 0.2
MSCI ACWI ex USA Gross 2.3% 15.3% 0.1
eA ACWI ex-US Equity Unhedged Gross Median 5.0% 15.0% 0.3

LSV Asset Mgt
Risk vs. Return 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015



Bottom Contributors
Avg Wgt Return Contribution

VOLKSWAGEN PREF. 0.41 -52.99 -0.22
MITSUBISHI UFJ FINL.GP. 0.83 -15.80 -0.13
HSBC HDG. (ORD $0.50) 0.78 -14.78 -0.12
AIA GROUP 0.55 -20.76 -0.12
VALEANT PHARMS.INTL. 0.53 -19.94 -0.11
LLOYDS BANKING
GROUP 0.73 -14.27 -0.10

TOYOTA MOTOR 0.79 -13.17 -0.10
ROYAL DUTCH SHELL A 0.66 -14.96 -0.10
ING GROEP 0.74 -13.02 -0.10
SITC INTERNATIONAL
HDG. 0.36 -26.93 -0.10

Top Contributors
Avg Wgt Return Contribution

NICE INFO.& TELECOM. 0.16 24.54 0.04
NESTLE 'R' 1.05 3.79 0.04
SAFRAN 0.34 10.91 0.04
TECHTRONIC INDS. 0.28 13.28 0.04
SABMILLER 0.34 10.72 0.04
REDINGTON (INDIA) 0.28 12.61 0.04
UNITED INTERNET 0.24 12.71 0.03
VONOVIA 0.22 13.32 0.03
RELX 0.46 6.33 0.03
CELLCOM 0.05 56.69 0.03

Largest Holdings
End Weight Return

NESTLE 'R' 1.72 3.79
NOVARTIS 'R' 1.58 -7.21
ROCHE HOLDING 1.54 -6.18
SANOFI 1.19 -3.62
TOYOTA MOTOR 1.15 -13.17
HSBC HOLDINGS 1.14 -16.86
LLOYDS BANKING GROUP 1.12 -14.27
MITSUBISHI UFJ FINL.GP. 1.10 -15.80
NOVO NORDISK 'B' 1.08 -1.58
SAP 1.04 -7.79
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Pyramis
Manager Portfolio Overview Period Ending: September 30, 2015

Unclassified sector allocation includes cash allocations.

Characteristics

Portfolio
MSCI

ACWI ex
USA Gross

Number of Holdings 308 1,843

Weighted Avg. Market Cap. ($B) 50.07 47.49

Median Market Cap. ($B) 10.40 6.17

Price To Earnings 19.11 17.97

Price To Book 3.32 2.31

Price To Sales 2.70 2.21

Return on Equity (%) 19.02 15.16

Yield (%) 2.71 3.20

Beta 0.91 1.00
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Pyramis
Manager Performance Comparisons (Gross of Fees) Period Ending: September 30, 2015
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Pyramis
Manager Performance - Rolling 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015
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3 Years

Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

Pyramis 4.3% 11.1% 0.4
MSCI ACWI ex USA Gross 2.8% 12.1% 0.2
eA ACWI ex-US Equity Unhedged Gross Median 5.9% 11.3% 0.5

5 Years

Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

Pyramis 3.7% 15.2% 0.2
MSCI ACWI ex USA Gross 2.3% 15.3% 0.1
eA ACWI ex-US Equity Unhedged Gross Median 5.0% 15.0% 0.3

Pyramis
Risk vs. Return 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015



     Domestic Fixed Income Managers
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Dodge & Cox-Fixed
Manager Performance Comparisons (Gross of Fees) Period Ending: September 30, 2015
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Dodge & Cox-Fixed
Manager Performance - Rolling 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015
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3 Years

Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

Dodge & Cox-Fixed 2.8% 2.6% 1.1
Barclays Aggregate 1.7% 2.8% 0.6
eA US Core Fixed Inc Gross Median 2.0% 2.9% 0.7

5 Years

Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

Dodge & Cox-Fixed 4.2% 2.4% 1.7
Barclays Aggregate 3.1% 3.0% 1.0
eA US Core Fixed Inc Gross Median 3.6% 2.8% 1.3

Dodge & Cox-Fixed
Risk vs. Return 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015
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PIMCO
Manager Performance Comparisons (Gross of Fees) Period Ending: September 30, 2015
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PIMCO
Manager Performance - Rolling 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015



Stanislaus County Employees' Retirement Association 60

3 Years

Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

PIMCO 1.5% 2.8% 0.5
Barclays Aggregate 1.7% 2.8% 0.6
eA US Core Fixed Inc Gross Median 2.0% 2.9% 0.7

5 Years

Anlzd Return Anlzd Standard
Deviation Sharpe Ratio

_

PIMCO 3.3% 3.2% 1.0
Barclays Aggregate 3.1% 3.0% 1.0
eA US Core Fixed Inc Gross Median 3.6% 2.8% 1.3

PIMCO
Risk vs. Return 3 & 5 Year (Gross of Fees) Period Ending: September 30, 2015
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Total Fund
Explanatory Notes Period Ending: September 30, 2015



Allocation Effect: An attribution effect that describes the amount attributable to the managers' asset allocation decisions, relative to the benchmark.

Alpha: The excess return of a portfolio after adjusting for market risk. This excess return is attributable to the selection skill of the portfolio manager. Alpha is calculated as: Portfolio Return - [Risk-free Rate +

Portfolio Beta x (Market Return - Risk-free Rate)].

Benchmark R-squared: Measures how well the Benchmark return series fits the manager's return series. The higher the Benchmark R-squared, the more appropriate the benchmark is for the manager.

Beta: A measure of systematic, or market risk; the part of risk in a portfolio or security that is attributable to general market movements. Beta is calculated by dividing the covariance of a security by the

variance of the market.

Book-to-Market: The ratio of book value per share to market price per share. Growth managers typically have low book-to-market ratios while value managers typically have high book-to-market ratios.

Capture Ratio: A statistical measure of an investment manager's overall performance in up or down markets. The capture ratio is used to evaluate how well an investment manager performed relative to an

index during periods when that index has risen (up market) or fallen (down market). The capture ratio is calculated by dividing the manager's returns by the returns of the index during the up/down market,

and multiplying that factor by 100.

Correlation: A measure of the relative movement of returns of one security or asset class relative to another over time. A correlation of 1 means the returns of two securities move in lock step, a correlation of

-1 means the returns of two securities move in the exact opposite direction over time. Correlation is used as a measure to help maximize the benefits of diversification when constructing an investment

portfolio.

Excess Return: A measure of the difference in appreciation or depreciation in the price of an investment compared to its benchmark, over a given time period. This is usually expressed as a percentage and

may be annualized over a number of years or represent a single period.

Information Ratio: A measure of a manager's ability to earn excess return without incurring additional risk. Information ratio is calculated as: excess return divided by tracking error.

Interaction Effect: An attribution effect that describes the portion of active management that is contributable to the cross interaction between the allocation and selection effect. This can also be explained as

an effect that cannot be easily traced to a source.

Portfolio Turnover: The percentage of a portfolio that is sold and replaced (turned over) during a given time period. Low portfolio turnover is indicative of a buy and hold strategy while high portfolio turnover

implies a more active form of management.

Price-to-Earnings Ratio (P/E): Also called the earnings multiplier, it is calculated by dividing the price of a company's stock into earnings per share. Growth managers typically hold stocks with high

price-to-earnings ratios whereas value managers hold stocks with low price-to-earnings ratios.

R-Squared: Also called the coefficient of determination, it measures the amount of variation in one variable explained by variations in another, i.e., the goodness of fit to a benchmark. In the case of

investments, the term is used to explain the amount of variation in a security or portfolio explained by movements in the market or the portfolio's benchmark.

Selection Effect: An attribution effect that describes the amount attributable to the managers' stock selection decisions, relative to the benchmark.

Sharpe Ratio: A measure of portfolio efficiency. The Sharpe Ratio indicates excess portfolio return for each unit of risk associated with achieving the excess return. The higher the Sharpe Ratio, the more

efficient the portfolio. Sharpe ratio is calculated as: Portfolio Excess Return / Portfolio Standard Deviation.

Sortino Ratio: Measures the risk-adjusted return of an investment, portfolio, or strategy. It is a modification of the Sharpe Ratio, but penalizes only those returns falling below a specified benchmark. The

Sortino Ratio uses downside deviation in the denominator rather than standard deviation, like the Sharpe Ratio.

Standard Deviation: A measure of volatility, or risk, inherent in a security or portfolio. The standard deviation of a series is a measure of the extent to which observations in the series differ from the arithmetic

mean of the series. For example, if a security has an average annual rate of return of 10% and a standard deviation of 5%, then two-thirds of the time, one would expect to receive an annual rate of return

between 5% and 15%.

Style Analysis: A return based analysis designed to identify combinations of passive investments to closely replicate the performance of funds

Style Map: A specialized form or scatter plot chart typically used to show where a Manager lies in relation to a set of style indices on a two-dimensional plane. This is simply a way of viewing the asset loadings

in a different context. The coordinates are calculated by rescaling the asset loadings to range from -1 to 1 on each axis and are dependent on the Style Indices comprising the Map.

Glossary



This report contains confidential and proprietary information and is subject to the terms and conditions of the Consulting Agreement. It is being provided for use solely by the customer. The report
may not be sold or otherwise provided, in whole or in part, to any other person or entity without written permission from Verus Advisory, Inc., (hereinafter Verus) or as required by law or any

regulatory authority. The information presented does not constitute a recommendation by Verus and cannot be used for advertising or sales promotion purposes. This does not constitute an offer

or a solicitation of an offer to buy or sell securities, commodities or any other financial instruments or products.

The information presented has been prepared using data from third party sources that Verus believes to be reliable. While Verus exercised reasonable professional care in preparing the report, it
cannot guarantee the accuracy of the information provided by third party sources. Therefore, Verus makes no representations or warranties as to the accuracy of the information presented. Verus

takes no responsibility or liability (including damages) for any error, omission, or inaccuracy in the data supplied by any third party. Nothing contained herein is, or should be relied on as a promise,

representation, or guarantee as to future performance or a particular outcome. Even with portfolio diversification, asset allocation, and a long-term approach, investing involves risk of loss that the

investor should be prepared to bear.

The information presented may be deemed to contain forward-looking information. Examples of forward looking information include, but are not limited to, (a) projections of or statements
regarding return on investment, future earnings, interest income, other income, growth prospects, capital structure and other financial terms, (b) statements of plans or objectives of management,

(c) statements of future economic performance, and (d) statements of assumptions, such as economic conditions underlying other statements. Such forward-looking information can be identified

by the use of forward looking terminology such as believes, expects, may, will, should, anticipates, or the negative of any of the foregoing or other variations thereon comparable terminology, or by

discussion of strategy. No assurance can be given that the future results described by the forward-looking information will be achieved. Such statements are subject to risks, uncertainties, and

other factors which could cause the actual results to differ materially from future results expressed or implied by such forward looking information. The findings, rankings, and opinions expressed

herein are the intellectual property of Verus and are subject to change without notice. The information presented does not claim to be all-inclusive, nor does it contain all information that clients

may desire for their purposes. The information presented should be read in conjunction with any other material provided by Verus, investment managers, and custodians.

Verus will make every reasonable effort to obtain and include accurate market values. However, if managers or custodians are unable to provide the reporting period's market values prior to the
report issuance, Verus may use the last reported market value or make estimates based on the manager's stated or estimated returns and other information available at the time. These estimates

may differ materially from the actual value. Hedge fund market values presented in this report are provided by the fund manager or custodian. Market values presented for private equity

investments reflect the last reported NAV by the custodian or manager net of capital calls and distributions as of the end of the reporting period. These values are estimates and may differ

materially from the investments actual value. Private equity managers report performance using an internal rate of return (IRR), which differs from the time-weighted rate of return (TWRR)

calculation done by Verus. It is inappropriate to compare IRR and TWRR to each other. IRR figures reported in the illiquid alternative pages are provided by the respective managers, and Verus has

not made any attempts to verify these returns. Until a partnership is liquidated (typically over 10-12 years), the IRR is only an interim estimated return. The actual IRR performance of any LP is not

known until the final liquidation.

Verus receives universe data from InvestorForce, eVestment Alliance, and Morningstar. We believe this data to be robust and appropriate for peer comparison. Nevertheless, these universes may
not be comprehensive of all peer investors/managers but rather of the investors/managers that comprise that database. The resulting universe composition is not static and will change over time.

Returns are annualized when they cover more than one year. Investment managers may revise their data after report distribution. Verus will make the appropriate correction to the client account

but may or may not disclose the change to the client based on the materiality of the change.
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RISK OVERVIEW

           Portfolio risk

           Portfolio equity beta
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RISK OVERVIEW

           Portfolio interest rate risk - duration

           Portfolio credit risk - spread duration
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RISK OVERVIEW

            Exposure allocation by asset class

Portfolio Policy Typical Peer

Cash Cash 0.0%

Cash Total 0.0%

Equity Global Equity 45.0%

Private Equity 5.0%

Equity Total 50.0%

Fixed Income US Bonds 28.0% 29.8% 35.0%

Fixed Income Total 28.0% 29.8% 35.0%

Alternative Real Estate 2.1% 3.5% 5.0%

Private Credit 6.0% 7.5%

Commodities 5.0%

Hedge Funds 5.0%

Infrastructure 0.5% 3.0%

Alternative Total 8.6% 14.0% 15.0%

Non-US Equities Non-US Equities 18.4% 18.0%

Non-US Equities Total 18.4% 18.0%

US Equities Large Cap Core 4.0% 4.8%

Large Cap Growth 15.3% 11.3%

Large Cap Value 16.5% 14.4%

Small Cap Growth 4.6% 3.7%

Small Cap Value 4.6% 4.0%

US Equities Total 45.1% 38.2%

Total Portfolio 100.0% 100.0% 100.0%
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RISK OVERVIEW

            Exposure allocation6
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RISK OVERVIEW

            Relative risk vs target by bucket

Portfolio

8.7% / 8.2% - 1 = 6.6%

Equity

13.4% / 13.4% - 1 = -0.3%

Rates

3.9% / 3.9% - 1 = 0%

Credit

4.8% / 4.8% - 1 = 0%

Inflation

8.8% / 8.9% - 1 = -1.5%

Hedge Fund

0% / 0% - 1 = 0%

            Relative risk vs target by risk factor

Portfolio

8.7% / 8.2% - 1 = 6.6%

Equity

8% / 7.3% - 1 = 9.9%

Rates

-0.2% / (-0.2%) - 1 = 5.5%

Credit

0.4% / 0.5% - 1 = -15.4%

Inflation

0.1% / 0.1% - 1 = -43.5%

Currency

0.4% / 0.5% - 1 = -10.1%
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RISK OVERVIEW

            Risk factor weight relative to target

Portfolio

(8.7% - 8.2%) / 8.2% = 6.6%

Equity

(8% - 7.3%) / 8.2% = 8.8%

Rates

(-0.2% - (-0.2%)) / 8.2% = -0.1%

Credit

(0.4% - 0.5%) / 8.2% = -0.9%

Inflation

(0.1% - 0.1%) / 8.2% = -0.7%

Currency

(0.4% - 0.5%) / 8.2% = -0.6%

Hedge Fund

(0% - 0%) / 8.2% = 0%
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RISK OVERVIEW

            Tail risk - scenario analysis

            Tail risk - stress tests
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1989 - 1990 Nikkei Stock Price Correction

1987 Market Crash (Oct. 14 to Oct. 19)

1972 - 1974 Oil Crisis (Dec. to Sep.)

Portfolio Policy Typical Peer
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USD +20%

Global Equity -20%
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RISK OVERVIEW

            Risk contribution by risk factor

            Active risk contribution by risk factor
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DIVERSIFICATION RISKS

             Geographic portfolio allocation              Currency portfolio allocation

             Geographic target allocation              Currency target allocation

             Net geographic exposure              Net currency exposure
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INTEREST RATE BUCKET RISK FACTORS

            Interest rate bucket             Country allocation

Portfolio Policy Difference

Duration 5.3 5.3 0.0

Yield to Maturity 2.9% 2.9% 0.0%

Wt. Avg. Rating Aa1 / Aa2 Aa1 / Aa2 -

            Security type            Currency allocation
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CREDIT BUCKET RISK FACTORS

           Credit bucket            Country allocation

Portfolio Policy Difference

Duration 4.2 4.2 0.0

Coupon Yield 7.3% 7.3% 0.0%

Yield to Maturity 7.8% 7.8% 0.0%

Wt. Avg. Rating B1 / B2 B1 / B2 -

           Currency allocation             Security type
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INFLATION BUCKET RISK FACTORS

           Inflation bucket            Country allocation

Portfolio Policy Difference

Global Infrastructure 0.5% 3.0% -2.5%

Real Estate Allocation 2.1% 3.5% -1.4%

           Currency allocation            Security type
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EQUITY BUCKET RISK OVERVIEW

           Equity bucket            Country allocation

Portfolio Policy Difference

Beta 1.0 1.0 0.0

Dividend Yield 2.4% 2.5% -0.1%

PE Ratio 0.0 0.0 0.0

           Currency allocation            Security type35
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CHART DEFINITIONS

1 Policy is composed of 4.8% S&P 500, 14.4% Russell 1000 Value, 11.3%% Russell 1000 Growth, 4.0% Russell 2000 Value, 3.7% Russell 2000 Growth, 18.0% MSCI 

ACWI Free ex-US, 29.8% Barclays Agg., 7.5% Barclays High Yield, 6.5% NFI-ODCE, 3.5% MSCI ACWI Infrastructure. Avg. Pension is composed of: 45% MSCI ACWI; 

35% Barclays US Agg; 5% MSCI USA, Levered 30% (Private Equity); 5% NCREIF ODCE; 5% HFRI Fund of Funds and 5% Bloomberg Commodities.

2 Equity risk presented by equity beta to market. Equity beta is a measure describing the sensitivity of portfolio returns with returns of the equity market (MSCI 

ACWI).
3 Interest rate risk presented by duration and dollar movement of portfolios. Duration of a financial asset that consists of fixed cash flows is the weighted average of 

the times until those fixed cash flows are received (measured in years). It also measures the percentage change in price for a given change in yields (the price 

sensitivity to yield). DV01 $ (dollar duration) is the change in price in dollars of a financial instrument resulting from a one basis point change in yield.
4 Credit risk presented by spread duration and dollar movement of portfolios. Spread duration measures the percentage change in price for a one percentage point 

change in spreads.
5 Exposure allocation among various asset classes.

6 Exposure allocation among major risk buckets (rates, credit, equity, inflation, currency) and net currency exposure (domestic vs. foreign). Full Cash collateral is 

assumed for all derivatives.
7 Comparative riskiness of Portfolio vs. Policy on total portfolio and risk bucket levels: For example, equity bucket relative risk compares the riskiness of the Portfolio 

equity bucket vs the Policy equity bucket.

8 Comparative riskiness of Portfolio vs. Policy on a total portfolio level and major risk factor levels.

9 Contribution by factor to total relative risk of the Portfolio vs the Policy: For example, Equity is equity risk contribution to Portfolio minus equity risk contribution 

to the Policy, divided by total risk of the Policy. The factor overweights are additive to the total relative risk at the top line.
10 Expected performance under various historical scenarios. For each historical scenario, the current market value is recalculated to determine total return under 

identical market conditions. Tail risk is a form of risk that arises when the possibility that an investment will have losses greater than what the normal distribution 

would suggest.

11 Expected performance under various one‐risk‐factor stress tests. Directly affected asset classes are revalued at the factor levels.

12 Risk contribution by risk factor. Volatility measures the price variation of a portfolio or financial instrument over time.

13 Active risk in terms of annual  tracking error: Tracking Error (TE) measures how closely a portfolio follows its benchmark. It is the standard deviation of the 

difference between the portfolio and benchmark returns.
14 Portfolio allocation among major geographic areas. Country exposures of derivatives are included, but currency derivatives are excluded. The calculation uses 

notional exposure as a percentage of market value.15 Currency portfolio allocation. Currency exposures from both the underlying securities and the purchasing currency of the futures contract are included.

16 Policy allocation among major geographic areas.

17 Currency policy allocation.

18 Difference between portfolio and policy allocation among major geographic areas.

19 Difference between portfolio and policy allocation among major currencies.

20 Coupon yield (nominal yield) of a fixed income security is a fixed percentage of the par value that does not vary with the market price of the security. Yield to 

Maturity (YTM) is the interest rate of return earned by an investor who buys a fixed‐interest security today at the market price and holds it until maturity. Ratings 

indicate credit quality of a security and the issuer's ability to make payments of interest and principal.
21 Country allocation of interest rate instruments. Country exposures of derivatives are included, but currency derivatives are excluded. The calculation uses notional 

exposure as a percentage of market value.
22 Currency allocation of interest rate instruments.

23 Allocation of interest rate instruments among different security types.

24 Various characteristics of credit instruments.

25 Country allocation of credit instruments. Country exposures of derivatives are included, but currency derivatives are excluded. The calculation uses notional 

exposure as a percentage of market value.
26 Currency allocation of credit instruments.

27 Allocation of credit instruments among different security types.

28 Composition of inflation hedging instruments in portfolio and benchmark. Notional duration of real rates instruments is also included.

29 Country allocation of inflation instruments. Country exposures of derivatives are included, but currency derivatives are excluded. The calculation uses notional 

exposure as a percentage of market value.
30 Currency allocation of inflation instruments.

31 Allocation of inflation instruments among different security types.

32 P/E ratio is a valuation ratio of a company's current share price compared to its per‐share earnings. Beta measures sensitivity to Global Equities.

33 Country allocation of equity assets. Country exposures of derivatives are included, but currency derivatives are excluded. The calculation uses notional exposure as 

a percentage of market value.
34 Currency allocation of equity assets.

35 Allocation of equity assets among different security types.
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SCENARIO DESCRIPTION

Title Start Date End Date Description

1997-1999 Oil Price Decline 1/8/1997 2/16/1999 The combined effect of OPEC overproduction and lower oil demand 

due to the Asia economic crisis sent oil prices into a downward spiral.

2007-2008 Oil Price Rise 1/18/2007 6/27/2008 Oil prices spiked from around $60/bbl in 2007 to a record high of 

$145/bbl on 3 July 2008.

2001 Dot-com Slowdown 3/10/2001 10/9/2002 Upon the burst of the tech bubble in 2000, more and more internet 

companies went out of businessas the stock market plummeted 

further.

1994 US Rate Hike 1/31/1994 12/13/1994 In combating inflation, the U.S. Federal Reserve raised its interest rate 

from 3.25% in February to 5.5% in November 1994.

1987 Market Crash (Oct. 14 to 

Oct. 19)

10/14/1987 10/19/1987 The U.S. stock market began to topple on October 14, 1987 after 

reaching a record high. It was triggered by reports of a larger trade 

deficit and the elimination of the tax benefits of financing mergers. 

The aggravating selling pressure in October 19, from confused and 

fearful investors, and the failing portfolio insurers' models led to a 

substantial global market sell-off.

1992-1993 European Currency 

Crisis

9/1/1992 8/13/1993 Upon Germany's reunification, the German mark appreciated rapidly, 

which destabilized exchange rates between European countries under 

the European Monetary System. It led to a series of European currency 

devaluations, interest rate increases, and the widening range of 

exchange rates in 1992.

1989-1990 Nikkei Stock Price 

Correction

12/29/1989 3/30/1990 After hitting the Nikkei stock index's all-time high on December 29, 

1989, the Japan financial market crashed and plunged to a low in 

March 1990.

1972-1974 Oil Crisis (Dec. to 

Sep.)

12/1/1972 9/30/1974 Many developed countries suffered in this energy crisis as OPEC 

members placed an oil embargo on the U.S. and Israel's allies during 

the Yom Kippur War in October 1973, which sent global oil prices 

soaring.

2009-2010 July-January 7/1/2009 12/31/2009 As global economic woes persisted, many countries were saddled with 

widening budget deficits, rising borrowing costs, slowing growth, 

higher unemployment, and higher inflation, which made monetary 

stimulus difficult. Dubai World sought to delay its huge debt 

repayments, shocking the global market, while the financial distress in 

Greece and Ireland began to emerge in late 2009.

2007-2009 Subprime 

Meltdown

1/10/2007 2/27/2009 The burst of the housing bubble in mid-2007 marked the beginning of 

the years-long subprime mortgage crisis, rooted from the easy credit, 

low interest rates, and loose regulatory environment in the early 

2000s, which made low quality (subprime) mortgaging extremely easy. 

The contagious meltdown quickly led to plunging asset prices in the 

financial markets, rising bankruptcies, delinquencies, and foreclosures, 

and central bank monetary rescues and fiscal interventions by 

governments around the globe.
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DISCLAIMERS AND NOTICES

All the information presented in this risk report is furnished on a confidential basis for use solely by the client in 

connection with Verus Advisory,  Inc. and/or Verus Investors, LLC (hereinafter collectively or individually the 

“Company”) and the entity to whom this risk report is provided (hereinafter the client). It is agreed that use of the 

risk report is acceptance that the information contained therein is subject to the terms and conditions of the 

confidentiality agreement by and between the Company and the client and that such information is being 

presented through the proprietary technology known as the risk report.

The information contained in the risk report may not be copied, reproduced or distributed, in whole or in part, 

nor may its contents or facts or terms of any securities (if any) contained therein be disclosed to any other person 

except in accordance with the terms of the confidentiality agreement or unless in full conformity with prevailing 

NASD or SEC regulations. The information presented does not constitute a recommendation by the Company and 

cannot be used for advertising or sales promotion purposes.

The information presented has been prepared by the Company from sources that it believes to be reliable and 

the Company has exercised all reasonable professional care in preparing the information presented. However, the 

Company cannot insure the accuracy of the information contained therein. Subject to specific contractual terms 

between the Company and the client, the Company shall not be liable to clients or anyone else for inaccuracy or 

in-authenticity of information in the analysis or for any errors or omissions in content, except to the extent arising 

from sole gross negligence, regardless of the cause of such inaccuracy, in-authenticity, error, or omission. In no 

event shall the Company be liable for consequential damages.

Nothing contained therein is, or should be relied on as, a promise, representation, or guarantee as to future 

performance or a particular outcome. Even with portfolio diversification, asset allocation, and a long-term 

approach, investing involves risk of loss that the client should be prepared to bear. The information presented 

may be deemed to contain “forward looking” information. Examples of forward looking information including, 

but are not limited to, (a) projections of or statements regarding return on investment, future earnings, interest 

income, other income, growth prospects, capital structure, and other financial terms, (b) statements of plans or 

objectives of management, (c) statements of future economic performance, and (d) statements of assumptions, 

such as economic conditions underlying other statements. Such forward looking information can be identified by 

the use of forward looking terminology such as “believes,” “expects,” “may,” “will,” “should,” “anticipates,” or 

the negative of any of the foregoing or other variations thereon or comparable terminology, or by discussion of 

strategy. No assurance can be given that the future results described by the forward looking information will be 

achieved. Such statements are subject to risks, uncertainties, and other factors which could cause the actual 

results to differ materially from future results expressed or implied by such forward looking information. Such 

factors that could cause the actual results to differ materially from those in forward looking statements include 

among other items, (i) an economic downturn, (ii) changes in the competitive marketplace and/or client 

requirements, (iii) unanticipated changes in Company management, (iv) inability to perform client contracts at 

anticipated cost levels, (v) changes in the regulatory requirements of the industry, and (vi) other factors that 

affect businesses within the various industries within which they work.

The information presented does not purport to be all-inclusive nor does it contain all information that the client 

may desire for its purposes. The information presented should be read in conjunction with any other material 

furnished by the Company. The Company will be available, upon request, to discuss the information presented in 

the risk report that clients may consider necessary, as well as any information needed to verify the accuracy of 

the information set forth therein, to the extent Company possesses the same or can acquire it without 

unreasonable effort or expense.

16



STANISLAUS COUNTY EMPLOYEES' RETIREMENT ASSOCIATION

Risk dashboard SEPTEMBER 30, 2015

DISCLAIMERS AND NOTICES

Company disclaimers required by information and service providers

(The identification of the information and service provider in the heading of each paragraph is for reference only) 

Barra, LLC 

This report has been prepared and provided by the Company solely for the client’s internal use and may not be 

redistributed in any form or manner to any third party other than on a need to know basis to your board of 

directors, investment consultants, and other third parties with direct responsibility for monitoring the client’s 

investments. The report contains proprietary third party data from Barra, LLC.

The data is provided to the client on an “as is” basis. The Company, its information providers (including without 

limitation Barra, LLC), and any other third party involved in or related to the making or compiling of the data 

make no representation or warranty of any kind, either express or implied, with respect to the data in this report 

(or the results to be obtained by the use thereof). Company, its information providers (including without 

limitation Barra, LLC) and any other third party involved in or related to the making or compiling of the data 

expressly disclaim any and all implied warranties of originality, accuracy, completeness, non-infringement, 

merchantability and fitness for a particular purpose.

The client assumes the entire risk of any use the client may make of the data. In no event shall the Company, its 

information providers (including without limitation Barra, LLC) or any third party involved in or related to the 

making or compiling of the data, be liable to the client, or any other third party, for any direct or indirect 

damages, including, without limitation, any lost profits, lost savings or other incidental or consequential damages 

arising out of this agreement or the inability of the client to use the data, regardless of the form of action, even if 

Company, any of its information providers (including without limitation Barra, LLC), or any other third party 

involved in or related to the making or compiling of the data has been advised of or otherwise might have 

anticipated the possibility of such damages.

FTSE TMX Global Debt Capital Markets, Inc.

The client agrees that FTSE TMX Global Debt Capital Markets, Inc. and the parties from whom FTSE TMX Global 

Debt Capital Markets, Inc. obtains data do not have any liability for the accuracy or completeness of the data 

provided or for delays, interruptions or omissions therein or the results to be obtained through the use of this 

data. The client further agrees that neither FTSE TMX Global Debt Capital Markets, Inc. nor the parties from 

whom it obtains data make any representation, warranty or condition, either express or implied, as to the results 

to be obtained from the use of the data, or as to the merchantable quality or fitness of the data for a particular 

purpose.
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Total Fund
Executive Summary (Net of Fees) - Preliminary Period Ending: October 31, 2015

Current % Policy %
_

Domestic Equity $825,588,320 46.2% $682,790,559 38.2%
International Equity $337,641,000 18.9% $321,733,771 18.0%
Domestic Fixed Income $478,032,899 26.7% $532,648,132 29.8%
Real Estate $35,677,331 2.0% $62,559,344 3.5%
Alternatives $110,386,641 6.2% $187,678,033 10.5%
Cash and Equivalents $83,648 0.0% -- --
Total $1,787,409,839 100.0% $1,787,409,839 100.0%

XXXXX

Market Value % of
Portfolio 1 Mo YTD

_

Total Fund 1,787,409,839 100.0 5.0 0.8
Policy Index 4.5 1.5
US Equity 825,588,320 46.2 7.5 1.1

US Equity Blended 7.6 1.5
Russell 3000 7.9 2.0
Mellon S&P 500 74,499,831 4.2 8.4 2.7

S&P 500 8.4 2.7
BlackRock Russell 1000 Growth 114,669,103 6.4 8.6 6.9

Russell 1000 Growth 8.6 6.9
Jackson Square 167,680,868 9.4 8.3 5.0

Russell 1000 Growth 8.6 6.9
BlackRock Russell 1000 Value 121,896,987 6.8 7.6 -1.9

Russell 1000 Value 7.5 -2.1
Dodge & Cox-Equity 181,784,347 10.2 7.8 -1.1

Russell 1000 Value 7.5 -2.1
Legato Capital 82,435,589 4.6 5.1 -1.8

Russell 2000 Growth 5.7 -0.1
Capital Prospects 82,621,595 4.6 5.4 -4.2

Russell 2000 Value 5.6 -5.0
International Equity 337,641,000 18.9 7.7 -0.4

MSCI ACWI ex USA Gross 7.5 -1.4
LSV Asset Mgt 167,165,193 9.4 8.3 -0.9

MSCI ACWI ex USA Gross 7.5 -1.4
Pyramis 170,475,806 9.5 7.1 0.4

MSCI ACWI ex USA Gross 7.5 -1.4
US Fixed Income 478,032,899 26.7 0.8 1.0

Barclays Aggregate 0.0 1.1
Dodge & Cox-Fixed 366,594,869 20.5 1.0 0.9

Barclays Aggregate 0.0 1.1
PIMCO 111,438,030 6.2 0.3 1.3

Barclays Aggregate 0.0 1.1
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Item 8.b



Stanislaus County Employees' Retirement Association 2

Policy Index: 14.4% Russell 1000 Value, 11.3% Russell 1000 Growth, 4.8% S&P 500, 4.0% Russell 2000 Value, 3.7% Russell 2000 Growth, 18.0% MSCI ACWI ex USA, 29.8% Barclays Aggregate, 3.5% DJ US Select RESI, 7.5% 9%
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Total Fund
Executive Summary (Net of Fees) - Preliminary Period Ending: October 31, 2015

Market Value % of
Portfolio 1 Mo YTD

_

Real Estate 35,677,331 2.0 0.5 6.0
DJ US Select RESI   5.9 2.8
Prime Property Fund 15,000,002 0.8 0.0 --

NCREIF-ODCE   0.0 --
American Strategic Value Realty 8,607,734 0.5 0.0 13.4

NCREIF Property Index   0.0 10.1
BlackRock US Real Estate 3,274,139 0.2 5.8 2.7

DJ US Select RESI TR USD   5.9 2.8
Greenfield Gap 8,795,324 0.5   

Direct Lending 101,979,891 5.7   
Medley Capital 31,808,156 1.8   
Raven Capital 27,183,392 1.5   
Raven Opportunity III 2,260,683 0.1   
White Oak Pinnacle 40,727,660 2.3   

Infrastructure 8,406,750 0.5   
MS Infrastructure Partners II 8,406,750 0.5   

Cash Account 83,648 0.0 0.0 --
XXXXX

Current % Policy %
_

Domestic Equity $825,588,320 46.2% $682,790,559 38.2%
International Equity $337,641,000 18.9% $321,733,771 18.0%
Domestic Fixed Income $478,032,899 26.7% $532,648,132 29.8%
Real Estate $35,677,331 2.0% $62,559,344 3.5%
Alternatives $110,386,641 6.2% $187,678,033 10.5%
Cash and Equivalents $83,648 0.0% -- --
Total $1,787,409,839 100.0% $1,787,409,839 100.0%

XXXXX
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November 24, 2015 
Retirement Board Agenda Item 
 
TO:  Retirement Board  
 
FROM:  Rick Santos, Executive Director  
 

I. SUBJECT: 2015 Quarter 3 Auxiliary Investment Report   
 

II. ITEM NUMBER: 9.a 
 

III. ITEM TYPE: Information 
 

IV. STAFF RECOMMENDATION:  None 
 

V. SUMMARY: 
 

Value Added Summary 
 
The Value Added Summary contains information from quarter 3, 2015 (July 1st through 
September 30th, 2015) and one calendar year past (October 2014 through September 
2015).  Value added is defined as the dollar return earned by each active manager over 
the passive benchmark (investment), less all fees paid to that manager.   
 
Quarter 3 proved to be very challenging for the StanCERA portfolio, having lost $12.6 
million in value relative to the passive investment.  All asset classes and styles lost value 
except International Equities.  Large cap growth and Fixed Income proved to be the most 
challenged asset classes, losing $3.2 and $7.2 million this quarter, respectively.    
 
Over the past calendar year, the non-alternative portfolio lost approximately $8.8 million 
in value relative to the passive investment.  The following breaks down the value added 
by major asset class: 
 
  Domestic Equities  $ -4.7 million 
  International Equities  $  3.6 million 
   Fixed Income   $ -7.7 million 
 
As can be seen, International Equities was the only major asset class that added value 
over the past year.  Individually, Jackson Square and Pyramis were bright spots for the 
portfolio, adding $360 thousand and $5.3 million, respectively.  And on the negative side, 
Dodge & Cox Fixed Income lost $6.9 million relative to the passive investment. 
 
Over the entire fiscal year on average, managers held approximately $25 million in 
uninvested assets.  This has been a consistent number in the recent past and represents 
about 1.5% of the average total investable assets available to all non-alternative, active 
manager.   
 
Investment Fee Summary 
 
Over the past year, StanCERA spent approximately $6.6 million or 36.8 basis points in 
fees to manage the portfolio (this number is in line with the average of 1937 Act 
Systems).  This includes all managers (alternatives included), investment consultant  
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and custodial fees.  Managerial fees accounted for $6.2 million of the total, while 
custodial fees came in at $330 thousand.  On a relative basis, the Direct Lending asset 
class is by far the largest contributor to managerial fees, coming in at 144 basis points 
(approximately $1.3 million) and on an absolute basis, Domestic Equity costs the fund 
$2.6 million in managerial fees (30.9 basis points).  
 
Custodial fees came in over the past year at $330 thousand and appear to have reached 
a steady state, since StanCERA has now had a full year’s experience with their new 
custodial bank.  This number is less than half the average annual fees StanCERA paid to 
its previous bank. 
 
On a quarterly basis, StanCERA paid $1.8 million to manage its portfolio (40.2 basis 
points), however, this larger number can be explained by the initial or start-up fees paid 
to new funds (Raven III and American Realty). 
 
Cash Flow Report 
 
This report is self explanatory. 
 
Alternative Investment Report 
 
The alternative investment report gives information related to distributions, expenses, 
capital calls, absolute cash flows and internal rates of returns for StanCERA’s alternative 
portfolio.   
 
Below is a summary of the annualized internal rates of return (since inception) as of June 
30, 2015 for those alternative investments 2 years of age or older: 
 
   Manager     IRR 
    
   White Oak     9.6% 
   Medley      5.4% 
   Raven      4.1%  
 

VI. RISK:  None 
 
VII. STRATEGIC PLAN:  Strategic Objective IV:  Refine StanCERA’s business and policy 

practices in ways that enhance stakeholder awareness, the delivery of member services 
and the ability of the Organization to administer the System effectively and efficiently 
 

VIII. BUDGET IMPACT:  None  
 

  
 
 
 
          

______________________________________     
Rick Santos, Executive Director      
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November 24, 2015  
Retirement Board Agenda Item 
 
 
TO:   Retirement Board 
 
FROM:  Rick Santos, Executive Director 
  

I. SUBJECT:  Socially Responsible Investing (SRI)    
 

II. ITEM NUMBER:  9.b 
 

III. ITEM TYPE:  Discussion and Action 
 

IV. STAFF RECOMMENDATION:  Direct staff whether to proceed with a presentation and discussion 
and action item regarding Socially Responsible Investing (SRI) at the December asset liability 
study 

 
V. ANALYSIS:  Two years ago, a request was made to have a discussion on the idea of social 

investing at our next asset liability study.  In December, staff will be presenting the asset liability 
study where Trustees will be discussing and setting the strategic asset allocation for a period of up 
to 3 years.  In addition, we will also be presenting our normal administrative and investment 
agenda that same day.  As such, staff anticipates the day to be a long one. 

 
In the interest of time and what appears to be a lack on interest on the subject, staff is asking the 
Board if they still wish to have a formal presentation and discussion and action item on the topic.   
 
What is Socially Responsible Investing? 
 
Socially responsible investing (known better today as ESG or environmental, social and 
governance investing) combines eithical values and issues facing our society with the investment 
decision.  There are numerous individuals and institutional investors that are currently engaging in 
this asset space today.  Social investing generally uses what are called “negative screens” and 
eliminates from the universe of investments, those that are undesirable from a policy standpoint.  
Examples of “undesirable” business products that may be screened out of the universe of 
investments include things such as manufacture of tobacco, gaming, alcohol and armaments.  
Examples of undesirable corporate practices or characteristics include things such as 
environmental pollution, labor standards, animal welfare and human rights.   
 
The decision to engage in socially responsible investing should not be taken lightly and brings up 
many issues that a pension fund must contemplate.  The extent of fidicuary responsibility and the 
effects on portfolio risk and return are two very important issues to grapple with. 
 
What are other 1937 Act Systems doing? 
 
Staff reached out to several 1937 Act Systems to find out what they are doing in this space.  
Twelve Systems responded to our request for information.  Seven systems have never discussed 
the topic, four systems have discussed the issue but ultimately did not make an allocation to this 
space and one system invests 3% of their portfolio in a fund that invests in water infrastructure, 
conservation, desalination and reclaimation projects.  
 
 
 



Retirement Board – November 24, 2015 
Socially Responsible Investing (SRI)   
Page 2 

 
 

VI. RISK:  None 
 

VII. STRATEGIC PLAN: Strategic Objective I:  Invest StanCERA assets in such a way that 
efficiently maximizes the ability to meet current and future benefit obligations while balancing the 
need for contribution stability and sustainability  

 
VIII. ADMINISTRATIVE BUDGET IMPACT:  None  

 
 
 
 
 ______________________________________________________ 
  Rick Santos, Executive Director 
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November 24, 2015  
Retirement Board Agenda Item 
 
 
TO:   Retirement Board 
 
FROM:  Rick Santos, Executive Director 
  

I. SUBJECT:  Information Technology Solutions (ITS) Project – 
 

II. ITEM NUMBER:  9.c 
 

III. ITEM TYPE:  Discussion and Action  
 

IV. STAFF RECOMMENDATION:   
 

1) Accept the attached report with the estimated project costs (page 31) provided by Linea 
Solutions titled Current Technology Assessment, dated November 16, 2015.  
  

2) Direct staff and Linea Solutions to complete the scope of work outlined in the agreement with 
Linea dated September 25, 2015 as supported by the recommendations detailed on pages 33 
& 34 of the Current Technology Assessment document.  

 
3) Direct staff to develop a plan and cost proposals to acquire the internal infrastructure and 

resources such as additional staff, computers,and  furniture needed to support the project, as 
well as ongoing production during the project. 

 
V. ANALYSIS:   In 2003, StanCERA undertook the task of finding and implementing an integrated 

pension system to electronically capture member and contribution data, calculate benefits and 
process the retiree payroll.  Thirteen years later, on January 29, 2014, Tyler Inc. the vendor that 
installed and maintains the system announced it would no longer sell or enhance the system, 
regardless of cost.  The software system had effectively been frozen.   
 
As part of the 2014-2016 Strategic Plan, a 10-year strategic realignment and growth plan was 
presented to the Board of Retirement on October 10, 2014.   This document included a timeline to 
address several issues including staffing and multiple information technology concerns.  The 
Board of Retirement directed staff to move up the timeline and begin the process of technology 
assessment and improvement.   A survey of 37 Act systems was done to ascertain how and what 
pension products were being used and details regarding the implementation itself.  Next, a request 
for proposal was initiated and Linea Solutions, an Information Technology Consulting firm, was 
retained to assess the current state of StanCERA and its software systems.  Linea came highly 
recommended by other 37 Act systems and has now completed its assessment. Linea is 
recommending the replacement of the current pension software system with added functionality. 
 

VI. RISK: The technology used to develop the current pension system has been obsolete since 
2010 and the current software vendor will not make the needed enhancements to ensure 
continued functionality.  Delaying this project will only kick the problem down the road and serve to 
deplete many of the efficiencies created during the initial implementation.    

 
VII. STRATEGIC PLAN: Strategic Objective IV:  Refine StanCERA’s business and policy practices 

in ways that enhance stakeholder awareness, the delivery of member services and the ability of 
the Organization to administer the System effectively and efficiently. 
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ADMINISTRATIVE BUDGET IMPACT:  Software solution projects of this magnitude can range 
from $3.9 – $12.6 million.  The Fiscal Year 2015-2016 budget includes $277,000 for the retention 
of Linea Solutions through the selection of one or more software vendors necessary to implement 
a comprehensive Pension Software System.  Prior to final vendor selection detailed cost proposals 
will be submitted to the Board of Retirement for further consideration.    

 
 
 
 
 ______________________________________________________ 
  Rick Santos, Executive Director 
 
 
 
 
 ______________________________________________________ 
 Kathy Herman, Fiscal Services Manager 
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Current Technology Assessment 

1 Executive Summary 
On October 20, 2015, StanCERA initiated the Assessment Phase of its Information Technology 
Systems (ITS) initiative.  Linea Solutions conducted this assessment, and reports the following 
findings and recommendations. 

1.1 Primary Findings 

1. PERA, the pension administration solution (PAS) currently in use for line of business 
operations, is made up of four primary modules, developed on three different application 
platforms.  The member module, used for most of the PAS functions was developed in 
FoxPro, an obsolete platform that is no longer supported by Microsoft. 

2. The PAS vendor, Tyler Technologies, has changed its business model and will no longer 
sell or support either the more modern version of PERA or the older version used by 
StanCERA.  They will not consider making revisions that are necessary to StanCERA, paid 
or unpaid. 

3. A number of important functions were removed from the scope of the original Tyler PERA 
implementation, and continue to be manual processes. 

4. The Tyler PERA system is not being used to produce the majority of the benefit 
calculations done by staff members.  They are done manually, and the results entered into 
PERA.  This is due to a combination of factors, including the fact that the Tyler system has 
been effective frozen for two years, and the older generation systems like PERA were not 
capable of managing certain complex scenarios well, such as blended service. 

5. Currently missing from StanCERA’s technology environment:  
a. Case management, including disability cases 
b. Customer Relationship Management (CRM) features to keep track of contacts and 

conversations.  This functionality can initiate workflow and trigger automatic 
follow-up to the member. 

c. Workflow functionality to improve efficiency 
d. Electronic content management system (ECM) for the imaging and management of 

documents 
e. Member web portal for member self-service that is based on individual member 

data 
f. Employer web portal that is accessible to all employers 

6. Hardcopy member files are used extensively, and pose a risk to operations due to their 
vulnerability to natural disasters.  They also pose an increased security risk to member 
information. 

1.2 Recommendations 

Based on these primary findings, and others noted in this document, the following 
recommendations are made: 
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1. Replace the Tyler PERA suite of solutions with a single, integrated PAS solution from a 
commercial vendor. 

2. Produce detailed functional and technical requirements for functionality that is native to 
the PAS solution in the following areas: 

a. Case Management with CRM features 
b. Workflow 
c. ECM 
d. Member and Employer Web Portals 

3. Make short-term revisions to the Tyler PERA system where possible, to address significant 
calculation issues, thereby decreasing the number of manual calculations and redundant 
auditing of work. 

2 Introduction 

2.1 Background 

The Stanislaus County Employees Retirement Association (StanCERA) has had the Tyler PERA 
pension administration system (PAS) in place since 2006.  Since its implementation, PERA and 
the other core line of business applications used by StanCERA have been hosted and maintained 
by the County’s technology vendor SBT (Strategic Business Technology).   StanCERA has an in-
house information systems staff member that provides network and application support.  

StanCERA is currently responsible for administering benefits for eight plan sponsors:  

• Stanislaus County 
• City of Ceres 
• Superior Court 
• Stanislaus Council of Governments (StanCoG) 
• East Side Mosquito Abatement 
• Keyes Community Service District 
• Salida Sanitary District 
• Hills Ferry Cemetery District 

The current pension administration system (Tyler PERA) cannot perform many of the calculations 
and benefit formulas required for StanCERA benefit processing.  Tyler system configuration 
requires StanCERA staff members to conduct a number of core business functions, including 
calculations for most benefits, through various manual processes.  Technical limitations also exist 
with the Tyler system architecture, preventing the system from achieving full automation and 
removing options to support StanCERA’s member service requirements. 

Tyler Technologies has elected not to sell or further develop the PERA product.  Although they 
will continue to support it with patches, they will not release new versions and the current gaps in 
the Tyler solution will not be addressed by the vender. 

Retirement rules are becoming more complicated and much of the rules knowledge that is currently 
held by key staff members needs to be inherent in an automated PAS for efficiency and to ensure 
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processing consistency into the future.  Additionally, StanCERA seeks to streamline and improve 
the way in which many of their business processes and functions are conducted to administer 
benefits for their members and to make it easier for StanCERA employers to report information 
easily and consistently.   

To address these challenges, StanCERA has defined and undertaken the Information Technology 
Systems (ITS) project.  This project will consider options to improve or replace their current 
pension application system, incorporating workflow solutions, as well as case management and a 
truly integrated Electronic Content Management System (ECM).  Additionally, as part of the ITS 
project StanCERA will address business continuity planning and imaging of all existing member 
hardcopy files, as well as primary website redesign.  

2.2 Purpose 

The purpose of this Assessment Document is to explore the options available to StanCERA and to 
support StanCERA’s decision-making process for the ITS project as it moves forward.  At a high 
level, the options StanCERA is considering in order to address the issue of Tyler PERA 
obsolescence are: 

1. Enhance the current Tyler solution to better support the operational needs of StanCERA, 
which may include implementing other software to integrate with the current system. 

2. Replace the Tyler solution with a pension-specific COTS (Commercial Off-The-Shelf) 
package or software framework solution, similar to the systems implemented at peer 
retirement organizations. 

In addition, the Assessment will describe the vision for StanCERA business, why the current state 
cannot address that future vision, and what will be needed to support that vision going forward.  
The objective is to assist StanCERA with answering the following questions: 

• What is the best PAS solution option based on the constraints and overall vision of the ITS 
project? 

• What will the future technology architecture look like, including such components as web 
site, disaster recovery and business continuity planning? 

• What is the likely scope of the PAS solution? 
• What are the high-level cost elements of the solution? 

3 Current State 

3.1 Business Operations Analysis 

The use of the Tyler system was assessed in support of the following operational processes:  

1. New Hire / Re-hire 
2. Active Payroll 
3. Terminations 
4. Interest Posting 
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5. Reciprocity 
6. DRO 
7. Disability 
8. Refunds (including all one-time payments) 
9. Buybacks (purchases of service) 
10. Counseling 
11. Benefit Estimate 
12. New Retiree Benefit Set-up 
13. Healthcare Premium Billing 
14. Retiree Payroll 
15. COLA / Special COLA  
16. Member Statements 
17. 1099R Issuance 
18. Death Processing 
19. Reporting / Communications / Forms 
20. Compliance 
21. Actuarial Extract 
22. Electronic Content Management 
23. Technical Architecture and Infrastructure 
24. Disaster Recovery / Business Continuity 
25. Web Site and Web Portal 

At StanCERA today, much of the work that could be done more efficiently and effectively by an 
automation system is being done manually due to the inability of the Tyler system to handle all of 
the calculations and apply StanCERA’s complex rules consistently across the member base.  Many 
of StanCERA’s pension administration processes contain extensive manual work-arounds, some 
critical member and employer information is held outside of the Tyler system, and certain 
calculations require the use of external tools and resources.   

For example, the system cannot accurately calculate a benefit for a service connected disability 
retirement if the member has bifurcated (split) service or for any type of retirement if the member 
has bifurcated service between Tier 3 and Tier 5.  StanCERA must submit requests for those types 
of benefit calculations to the actuary, and then once the actuary provides StanCERA with the 
correct benefit amount, staff manipulate the information in the system to produce that result. 

It is not uncommon for a process to contain steps that take information from Tyler, use the 
information to do some sort of manual processing, and then key the information back into Tyler.  
StanCERA has done a very good job of working around the current system limitations.  Staff 
members have created manual processes and Excel workbooks to handle calculations and 
functions that have not been programmed into Tyler or are too complex for the current system to 
handle.  This is a highly inefficient and error-prone way to conduct business.  Further, because of 
the amount of manual intervention required, the only way to increase the level of customer service 
provided in the current environment would be to add staff.  

The following table provides an overview of the current state of business operations processing 
for several key processes at StanCERA, along with some examples of what can be expected with 
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the implementation of a new Pension Administration System, with currently available 
functionality: 

Process Area Today Future 
Benefit 
calculation 

Much is done manually through 
spreadsheets and then entered into Tyler.  
This is time-consuming and necessitates an 
extra audit step in order to confirm the 
benefit has been calculated correctly. 

Fully automated so that the system is 
accurately and consistently calculating 
benefits based on StanCERA’s business 
rules. 

Benefit estimate Today members can generate very high-
level estimates on the StanCERA website 
using data they manually input.  Members 
may enter information that is completely 
inaccurate, which makes the results 
extremely unreliable. 

Members will be able to log into a portal 
to generate a high-level benefit estimate 
based on accurate information pulled 
directly from their system account.  They 
will easily be able to generate different 
estimates based on different retirement 
dates, different salary levels, etc. 

Service 
purchases 

Complexity of rules makes this process 
difficult to manage and requires research by 
staff members to correctly calculate.  In 
addition, manual calculation is required 
when members elect to pay-off a purchase 
earlier than the contract date.  This requires 
the accounting staff to make a manual 
adjustment to zero out the balance so the 
service can be posted to the member record. 

Rules will be kept in the system and 
applied so that the calculations are fully 
automated for all types of service 
purchases.  The system will calculate the 
early payoff amount and the service credit 
will be automatically added to the 
member record when the final payment is 
posted. 

Retiree Payroll The payroll must be manually balanced and 
reconciled using spreadsheets and manual 
review.  Paper copies of all the materials 
used for the balancing and reconciliation 
process are kept in binders as back-up. The 
system randomly generates additional pay 
lines that must be manually deleted prior to 
the payroll being posted.  

Retiree payroll functions will be fully 
automated and the system will produce all 
necessary reconciling reports. All data 
will be maintained electronically within 
the system for historical purposes. 

Member records Historical member records are not all stored 
in Tyler and some are only available in 
fiche.  Benefit estimates and calculations 
require a manual file review to ensure all 
relevant member information is included.  
This process is time-consuming and relies 
on staff diligence to compile a complete 
member record from potentially several 
sources. 

All member information required for 
processing will be held in one system, 
easily accessible by all staff who do 
processing for benefit administration and 
payment.  This will eliminate the entire 
“file review” process, thus reducing the 
time it takes to process a benefit estimate 
or retirement, and ensure all staff has 
access to the same set of information. 
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Member self-
service 

Currently, all forms used as input to 
StanCERA’s processes are paper that are 
completed and submitted manually.  If a 
form has been completed incorrectly, 
StanCERA staff must contact the member 
or employer to have them correct the form 
and start the process over from the 
beginning.  All paper copies are maintained 
in file cabinets. 

The future solution will provide the 
capability for online processing available 
on the member self-service portal and the 
potential for electronic forms to be 
completed using a “wizard” that guides 
the member through the completion 
process, explaining what goes into each 
field and any unfamiliar terms.  This will 
ensure forms are properly completed and 
will significantly reduce the need for staff 
to contact the member or employer for 
corrective actions. 

Employer 
Reporting 

In the current environment, different 
employers use different methods to submit 
payroll information.  Although there is an 
employer portal to be used for reporting, it 
is not used consistently by all employers, 
and in some cases StanCERA staff key in 
the information themselves from 
spreadsheets that are submitted.  There are 
currently some validations to identify 
incorrect data, but these occur after the 
payroll has been submitted to StanCERA, 
so StanCERA staff generally log into the 
appropriate system to make the corrections. 

In the future solution, the employer 
reporting function will provide a 
consistent set of methods for reporting 
with complete validations so that 
employers can identify and correct errors 
prior to submittal.  This will ensure most 
errors are corrected by the employer, 
which will reduce the time for the 
monthly reporting cycle and provide the 
employers ownership of the process. 

Adjustments Because there is a lack of confidence in the 
data produced/calculated by Tyler, most 
calculations are also performed manually 
through the use of external tools such as 
Excel, or hand calculated on paper. When 
the manual calculations produce different 
results than Tyler, an adjusting entry is 
made in Tyler to make the system results 
match the manual results.  There is no 
explanation entered into the system with 
the adjusting entry.  There may be a note 
recorded on the manual calculation sheet 
that an adjusting entry was made, but there 
is usually no explanation as to why the 
adjustment was made since it is often not 
obvious why the calculations produced 
different results.  

The future solution will produce accurate, 
consistent calculations based StanCERA’s 
business rules, so adjusting entries to 
match manual calculations will not be 
required.  When adjusting entries are 
necessary based on incorrect data being 
entered into the system, notes can be 
entered into the system to record the 
reason for the adjustment and the system 
will provide a history of all adjustments 
for a thorough audit trail   
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Case 
Management / 
CRM (Customer 
Relationship 
Management) 

StanCERA currently has no tools available 
for Case Management / CRM. 

CRM functionality in the new solution 
will allow StanCERA to better manage 
contacts with members and employers 
and keep track of contacts and 
conversations.  This functionality can 
initiate workflow and trigger automatic 
follow-up to the member. 

Disaster 
Recovery / 
Business 
Continuity  

StanCERA’s Business Continuity Plan 
(BCP) currently resides on the County’s 
Continuity of Operations Planning System 
(COOP).  The COOP System provides a 
template to generate a comprehensive BCP.  
The current version has gaps in plan 
elements that need to be completed in order 
to ensure StanCERA can efficiently and 
effectively continue operations in the event 
of a business disruption.  Primary Disaster 
Recovery (DR) for StanCERA’s business 
systems is provided by Tyler, with SBT 
providing secondary DR for the Tyler 
PERA system. 

StanCERA’s BCP will contain all the 
necessary information to continue 
business operations in any event.  DR will 
continue to be provided by SBT for all 
business systems they host for 
StanCERA.  The solution selected for the 
future PAS will determine who will own 
DR for that solution, based on the hosting 
option chosen.  DR plans will be 
thoroughly documented and the BCP will 
be updated with the new DR plan. 
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Web Site and 
Web Portal  

StanCERA’s existing website is simply and 
efficiently designed with regard to its 
overall appearance and usability. The site’s 
graphical layout, imagery, and navigation 
are simplistic.  However, the website is rich 
with information made available for 
StanCERA’s members and employers, 
including archived public information, 
benefits information, procedures, forms, 
bylaws and policies, educational videos, 
and interactive pieces such as retirement 
calculators and a website feedback survey. 
Overall, the content of StanCERA’s 
website is both useful and thorough, 
providing a quality information source for 
users while potentially decreasing 
telephone and in-person inquiries for 
StanCERA’s staff. 
 
The degree to which StanCERA’s existing 
website is compliant with regulations 
requiring accessibility to disabled persons 
cannot be ascertained without a review of 
the code and structure of the website itself. 
An external review of the website suggests 
that it is out of compliance with several 
requirements (e.g. text transcripts of 
recorded video, captioning, text only 
versions of documents, etc.).  

StanCERA’s website would benefit from 
the redesign proposed as part of 
StanCERA’s overall ITS project. A 
redesign will provide it with a fresh, 
modern, and more appealing look for 
users. The content of the site is strong, 
but accessibility and usability of the 
information could be improved with 
redesigned navigation tools and menus. 
Deficiencies in regulatory compliance for 
persons with disability could likely be 
most effectively addressed in a redesign 
of the website, rather than through 
modification of the existing structure. 
StanCERA should evaluate the ability of 
each vendor to meet the compliance 
requirements during the selection process 
for this portion of the project. 
 

 

3.2 Gaps in Current System Architecture  

The StanCERA technical architecture is maintained on the Stanislaus County WAN, and support 
is provided by SBT. 
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During our review of the StanCERA system architecture, Linea Solutions identified several 
potential issues with the current setup that should be addressed with the replacement of the current 
Pension Administration solution.  The main areas of concern are listed below. 
 

• Databases are too easily accessed by any user through the backend 
• Multiple modules and interfaces are used for member processing functions 
• Multiple application platforms were used to develop modules 
• Entry of disability case data through the web module, not in the core pension system 

module 
• No ECM or indexed imaging 
• No workflow 
• No case management 

 

3.3 Technical Environment 

Technology 
Component 

Today Future 

Pension 
Administration System 

Tyler PERA and MUNIS 
Systems are used to import and 
manage member and beneficiary 

A fully integrated PAS solution, 
accurately applying all business 
rules, batch processes and payroll. 

Tyler Munis
Retiree Payroll

Tyler Core System

Tyler Web Module

QuickBooks G/L

M
an

ua
l S

ta
ff 

En
tr

y

County

Courts

Ceres

StanCOG

Special Districts

Bank

Excel Access

StanCERA Web Site

Member

StanCERA Technology 
on County WAN

FT
P 

Se
rv

er

Crystal

Integration File

Power 
Query
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data, run batch processes, and 
issue retiree payroll. 

Disaster Recovery  The disaster recovery strategy is 
tied to Tyler. General back up of 
data is provided by Stanislaus 
County. 

The disaster recovery strategy 
will be driven by the hosting 
solution that StanCERA selects. 

StanCERA’s Web Site  A general use web site is hosted 
by Fire2Wire, a local wireless 
internet company.  Website 
content is maintained on the 
Drupal package.  Stanislaus 
County hosts and maintains the 
intranet site. 

A website redesign could be 
accomplished on the Drupal 
package and will likely continue 
to require a third-party hosting 
solution such as Fire2Wire. The 
website will provide a link 
directly to the web portal 
contained in the PAS solution. 

Disability Case 
Management 

StanCERA does not currently 
have disability case management 
functionality.  Static case data is 
entered into Tyler through the 
Tyler Web interface, but case 
management functionality was 
never added. 

The future PAS will include full 
case management and workflow 
capabilities as native 
functionality. 

Reporting The Tyler system makes use of 
Crystal Reports, a third-party 
reporting application to draw 
operational reports from its two 
primary databases.  Because of 
limitations inherent in this 
combination, staff members have 
developed numerous work-
arounds to get necessary data.  
These include MS Access and 
MS Excel. 

The new PAS will include a full 
set of reports in support of 
operational processes, and to 
validate and reconcile batch 
processes.  It will also provide 
extensive ad-hoc query tools that 
are native to the system. 

ECM There is currently no ECM 
solution in place at StanCERA.  
There is some ability to scan and 
store images, but without 
indexing and metadata this is of 
limited use.   

The future solution will include 
full indexing and metadata to 
identify, store and recall images.  
It will be a key component in 
workflow processing and 
therefore tightly integrated or 
native to the PAS. 

Web Portals An employer web module is in 
place today, but not accessible 
by all plan sponsors, as it is 
behind the County firewall.  

The new PAS will have the 
capability of providing employer 
and member portals.  Members 
will be able to view and act on 
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Active Member payroll data files 
are imported or manually entered 
through this module. 

data specific to their member 
records, based on their status.  
Scenario-specific estimates based 
on their actual data will be 
possible.  Employers will upload 
Active Member payroll files. 

Network Access All StanCERA staff log into the 
Stanislaus County network 
through the Stanislaus County 
Domain. 

The solution that is ultimately 
selected by StanCERA will drive 
any network changes.   

Desktop Support StanCERA staff and the County 
provide helpdesk and 
hardware/software installation 
support for StanCERA. 

No significant change is 
envisioned in the future.  It will 
still be necessary for desktop 
support to be provided by 
StanCERA staff and County SBT. 

File Server The County provides network 
storage space for StanCERA and 
performs nightly back up of data. 

The future state of file servers 
will depend on the path elected by 
StanCERA when considering 
hosted options for the PAS.  It 
will still be necessary for the 
County to host some core 
applications for StanCERA, such 
as QuickBooks.  

The Tyler solution components are maintained on two Virtual Application Servers, and include 
three SQL databases.  The applications include two primary modules, PERA for the pension 
administration and MUNIS for retiree payroll.  There is a web module, but it does not function as 
a true web portal and can only be accessed from within the County intranet.  Four distinct user 
interfaces are used. 



 

STANISLAUS COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION 

 
 

Project: PAS Assessment and Requirements 

Document: Current Technology Assessment 

 

StanCERA Current Technology Assessment v 2.2 Page 16 
 

 
 

The user interface for the primary Tyler module, where the majority of the pension functions and 
member data are accessed, was developed in FoxPro. This Microsoft product was retired in 
January of 2010 and support for the product ceased. Microsoft’s official position on a retired 
product is “Customers are highly encouraged to move to a supported product as soon as possible.” 

Tyler Technology has stated that they will not accept change requests for PERA revisions, paid or 
unpaid.  They are only performing maintenance: the only changes being made are defect fixes and 
annual changes such as 1099R forms. The system is “frozen”. The public pension environment 
experiences rapid change to core business rules triggered by external changes from legislation, 
litigation and collective bargaining. Internal changes can occur with policy changes, legal 

PERA SYSTEM
SQL Server

PERA PAYROLL
SQL Server

RET DATA
SQL Server

Tyler PAS MUNIS

Member GUI - FoxPro

Member GUI - .Net

Payroll GUI - .Net

Tyler Core System Components

Tyler Web
IIS - ASP.Net

Virtual Application Servers

RT Database RT App
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interpretation and new adaptations of ‘37 Act sections.  A core system that cannot adapt and change 
to reflect new business rule quickly becomes a static data repository and functionality shifts to 
manual operations.  This is what has occurred at StanCERA. 

3.4 Resource State  

From the research and data gathering performed thus far, StanCERA’s current staffing level is 
only sufficient to provide a minimum level of customer service for members, as compared to its 
peers.  Most calculations are performed manually and require review by a second staff member.  
These manual calculations consume a significant portion of staff work hours which leaves little 
time for other critical member service activities such as member counseling or other administrative 
activities such as staff member training and development.   

Additionally, the Tyler system does not provide any automated process tracking or suspense 
system, so staff members must create tracking methods using manual tools such as log sheets, 
color-coded Post-it notes and movement of paper files to ensure all processing steps are completed.    
Given the inevitable growth of the plan, combined with the current operational inefficiencies, the 
only way to maintain the level of customer service would be to increase the number of staff.  The 
implementation of processes that are more structured, tracked, formalized and fully automated 
through the use of ECM, workflow, case management and automated system functionality will 
produce an increase in the quality and quantity of work processed.  An example of this will be the 
ability to provide member-specific benefit estimates quickly and easily through a member web 
portal. As new generations of employees retire, they will have higher expectations for this type of 
service automation. 

4 Project Vision and Goals 

StanCERA management understands that as retirement law becomes more complex, the need to 
have a pension administration system that can adapt to policy and legislative changes is essential.  
In addition, it is important that staff members have effective and efficient automation tools to serve 
the increasing demands of StanCERA’s membership.   

To this end, StanCERA sees the following as critical: 

• Operational excellence, customer service excellence, and sustainability 
• Reliable performance metrics 
• Operational cost effectiveness 
• Improvement of internal efficiency 
• Effective knowledge sharing across the organization 
• Optimization of human capital 
• Enhanced service offerings to members 

The ability to excel in the areas of calculating member benefits, communicating with members, 
and responding efficiently to the changes in members’ lives is key to achieving StanCERA’s 
vision.  This requires the adoption of current technology so as to structure an efficient organization 
with personnel who can communicate effectively with members, think strategically and solve 
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complex problems rather than perform rote functions best left to machines.   

New technology will improve StanCERA’s service delivery to members.  A new PAS solution 
will allow staff members to efficiently communicate and track the status of work being done for a 
member (e.g., requests for estimates, new retirements, service purchases, death payments, etc.), 
forecast work, manage workflow, generate management reports and manage documents 
electronically.  Additionally, technology will allow StanCERA members to access information 
securely online, giving the member instant access to information and increasing StanCERA’s value 
to the member base. 

4.1 Recommended Future State 

StanCERA’s new pension administration system must satisfy many significant business and 
system needs.  Chief among these is to provide accurate benefit calculations that strictly follow 
StanCERA’s plan formulas and the business rules to which they are applied.  The system must 
provide a vehicle by which salary, contributions, hours and service credit are correctly imported, 
stored and referenced.   

The future system must be proficient at handling complex calculations, data validations, and 
payment processing, as well as automating business processes and their management.  The level 
of flexibility of the system must be high enough to ensure the ability to respond to regulatory and 
policy changes, but not so high that StanCERA is forced into too much customization. 

In addition, the future PAS should be sufficiently robust from a development standpoint, such that 
development times can be kept lower, and system and rule documentation can happen more 
rigorously so that institutional knowledge is not lost. 

The implementation of a new PAS provides a perfect opportunity for StanCERA to assess their 
current business processes in order to meet the challenges and be well-prepared to deal with future 
changes.  The goal is not to develop “Tyler 2.0.”  StanCERA is expecting to streamline their 
processes using the efficiencies inherent in the current integrated pension administration systems. 

The new functionality is expected to do the following: 

• Improve staff productivity and reduce inefficiency, lowering the system’s soft costs to 
StanCERA 

• Improve service to members in terms of responsiveness  
• Improve efficiency by reducing manual processing errors and the need for redundant 

auditing 
• Allow members to communicate more quickly and efficiently with StanCERA 
• Allow employers to electronically communicate new member data more effectively with 

StanCERA, and better manage ongoing member data changes.  The constant back and forth 
use of email in the new member enrollment process can be eliminated.  

• Provide StanCERA management with vastly improved reporting tools for the management 
of staff and the overall fund 

• Provide StanCERA technical support staff members with more efficient means to manage 
the system, which will improve system performance and reduce the costs of supporting the 
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system when changes become necessary.  Modern PAS systems have tools sets with which 
most configuration settings can be changed by a system administrator. 

 

New/Enhanced 
Functionality 

Selected Relevant Features 

Workflow • Individual “case based” processing that is not dependent on 
batching with other cases 

• Workload balancing (ensuring even workload of cases among 
staff) 

• Routing (automating hand-offs for processes involving multiple 
staff members) 

• Approval / Rejection of cases (enforcing  auditing of benefits 
prior to set up) 

• Workflow reporting (reports on time required for processes; staff 
productivity, calculation errors, etc.) 

Case Management / 
CRM 

• Contact management tracking time, date, subject 
• Correspondence tracking (integration with ECM)  
• Flagging cases (e.g., “DRO on file—do not share information”) 
• Case suspense / reminders  

Integrated ECM • Ability to retrieve relevant documents based on information 
displayed within PAS 

• Ability to have scanning of document trigger workflow in PAS 
• Ability to attach documents to workflow 

Member Portal • Ability for members to handle many functions on their own, 
such as member-specific estimates, address changes, etc. 

• Ability to provide secure document sharing with members 
• Enhanced capability for providing member statements and 

benefit estimates 
Enhanced 
Employer Portal 

• Improved automation of employer reporting and payment and 
adjustments processing 

• Immediate reconciliation of submitted data 
• Ability to provide employer reports online 
• Automated tracking of data submission process 

 
4.1.1 Member and Employer Services 

Because of the efficiencies to be achieved in all areas of member service processing due to 
increased automation, and particularly in the area of automated calculations, the work done 
currently by Member and Employer Services will change significantly.  With correctly defined 
automated calculations, it will be possible to eliminate almost all need for manual calculations and 
auditing.   
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Batch processing is necessary in the current environment in order to make the best use of staff 
members’ time.  This results in delayed processing for those “first in” service requests.  A modern 
PAS will allow for case-based processing, ensuring that each case can be acted on immediately 
rather than having to wait for a batch to be processed. 

Because of the efficiencies to be gained through enhanced automation, Member and Employer 
Services will have the opportunity to proactively work with members to provide education and 
information about specific member benefits. 
4.1.2 Information Technology Departments 

Currently, Tyler does not provide development, database or infrastructure support for the pension 
administration system beyond basic patches for error correction or annual maintenance. 
 
Regardless of whether StanCERA decides to host the PAS solution on the County infrastructure 
with SBT or with a third party service, StanCERA will need to have one or more subject matter 
experts for the new PAS who can act as liaisons between the StanCERA users, infrastructure 
provider (either SBT or third party), and the PAS vendor for troubleshooting and testing, as well 
as be able to apply patches and updates to the PAS and perform configuration tasks.  These should 
be analysts who would work closely with the business and technical teams, and who understand 
StanCERA’s business and ensure that there is integration between the line of business and 
technology.   
 
4.1.3 Fiscal Services 

The introduction of a new PAS will resolve a number of reporting inaccuracies and other lower-
level issues that are currently resolved through manual work-arounds.  

5 Solution Options Analysis 

Due to limitations in current functionality, as evidenced by the number of manual processes and 
work-arounds, as well as the need to incorporate new technology into the solution for web-based 
self-service functionality, case management, workflow and document imaging, migrating the 
existing Tyler PERA application to another environment does not meet current StanCERA 
requirements, nor would it support StanCERA’s vision of providing exemplary customer service.  

Given the conclusion that the Tyler system can no longer be sufficiently enhanced or maintained, 
it is necessary to determine the best path for replacing the Tyler suite of solutions with a COTS-
based or framework PAS solution, including case management, workflow, document imaging and 
self-service web portals.  Options vary from a highly customized framework solution at one end 
of the spectrum to the implementation of COTS software at the other.   

The purpose of this section is to present the options for PAS system replacement and the related 
initiatives StanCERA is currently considering.  It will further discuss the various factors taken into 
consideration in the development of recommendations presented in later sections and to be 
considered in future PAS project phases. 
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5.1 Key Considerations  

StanCERA has the following options when considering the replacement of the Tyler system and 
the introduction of new automation tools: 

• Option 1: Modify the Tyler solution extensively to extend its useful life 
• Option 2: Completely replace Tyler with a custom solution 
• Option 3: Completely replace Tyler with a COTS solution 
• Option 4: Select a phased framework that can make use of the existing Tyler data bases in 

combination with new modules and integrated components added over time. 

When examining these options, a number of points must be taken into consideration, as noted 
below. 
5.1.1 Obsolete Technology Platform 

The FoxPro technology used to develop the Tyler PERA system has been obsolete since 2010.  
Finding technical resources to make design changes to it will be increasingly difficult.  A number 
of features were not fully implemented in the Tyler system, and remain manual today. 
5.1.2 Re-useable Components 

Not all components of the Tyler solutions are problematic.  The pension payroll process is managed 
by the MUNIS component.  This is a separate, integrated module and a part of the MUNIS 
Enterprise Resource Planning (ERP) suite of software that continues to be developed and 
supported by Tyler.  No significant issues were discovered with the MUNIS module, beyond what 
appear to be some intermittent errors in the integration.  The primary databases containing member 
and benefit payroll data are on the SQL platform, are stable and up to date.         
5.1.3 Business Rule Complexity and Current Processes 

All public pension systems are complex.  Complexity stems from many areas, including changes 
over the years, legislative mandates, and multiple rules in place for various plans and participants.  
The number of plans, tiers, employers, and retirement benefit types are a key consideration.  With 
business processes and metrics, the most critical determinant is whether the organization has an 
existing set of processes and metrics that are so entrenched that the organization would rather build 
a system around existing processes and metrics than to make any changes. 

• StanCERA does not appear, based on the evaluation of all existing business processes, to 
be unique as to rule out the use of existing configurable systems.  In addition, StanCERA 
has indicated they are willing to modify existing processes to meet available technology 
solutions and minimize customization. 

• There appears to be openness at StanCERA to consider the industry best practices 
developed and used in existing software as long as the underlying business requirements 
are met.  That is, there is flexibility to consider new ways of doing things as long as the 
necessary results are achieved. 
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5.1.4 Return on Investment: Estimated ROI and Measurement 

Metrics are critical for determining a Return on Investment (ROI) on the project.  Generally 
speaking, retirement systems can measure success on the basis of many different factors -- from 
labor time savings to administrative cost per member to member satisfaction.  Business needs will 
drive the success metrics: member-service driven projects will demand numerous member-
satisfaction related measures; purely technical obsolescence-driven projects are generally 
measured more in cost savings achieved. 

Application of the standard cash-flow method of calculating ROI is challenging on technology 
projects, because of the intangible nature of some of the benefits.  But by applying information 
gathered during the selection process, a strong set of metrics can be developed.  Factors that 
StanCERA will gather from vendor proposals and use to estimate ROI on the PAS project include: 

• Benefit Value Estimates on Improved Member Services  
• Benefit Value Estimates on Change Management and Compliance 
• Cost and timeline Estimates for Implementation 
• Cost of Ownership Estimates 
• System Lifespan Estimation 
• Cost Reduction Estimates 
• One-time Cost Savings Estimates 

5.1.5 Resources 

Regarding the human and infrastructure resources that are required to complete a PAS project, 
there are a number of factors to consider: 

• Capacity at which current staff members are working 
• What, if any, tasks are left undone because of current resource constraints 
• Physical space available to host a project team, including desks, conference facilities, 

network bandwidth, vendor remote access policies, etc. 

Staffing a significant core system automation project requires the allocation of key operations staff 
members to support project activities.  The most successful projects have at least one staff member 
assigned to the project team 100%.  This helps ensure continuity of design across all processes and 
provides a single source as the communication channel between the project team and management.  
Additional staff member support will also be needed to support design and testing activities based 
on specific areas of expertise. 

As noted earlier, StanCERA staff members are already operating at full capacity in order to provide 
the current level of customer service to members, and have had to make reductions to services 
offered.  This means there is insufficient bandwidth to adequately support a PAS implementation 
project with current staffing levels.  In order to meet the expected staffing requirements for the 
project, StanCERA will need to identify potential solutions to add additional staff.  Common 
sources for meeting this need include rehiring retired StanCERA staff members as well as 
recruiting through normal channels.  Whichever avenue is used to add additional staff, it is 
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important that the new staff members be brought in to support operational activities, not project 
activities.  The most experienced StanCERA staff members should be assigned to project activities.  
This fosters ownership for the new PAS system and buy-in for new operational processes. 

Given the extensive amount of time it takes to hire and train new staff members, it is recommended 
StanCERA begin this process well in advance of the expected project start date. 

5.1.5.1 Technology Resources 

IT and System Support staffing is another consideration.  Currently there is one IT support staff 
member at StanCERA to deal with day-to-day technical issues from desktop and local LAN 
support to handling general upgrades to local applications software.  SBT provides support for 
applications updates, hosting, and operations.  

Support for the new PAS may be substantially different depending on whether a true COTS 
solution is implemented or whether the solution is more customized.  Support for the new PAS 
can be divided into the following categories:  

• Production Support – activities to address user issues and ensure system availability. 
• Maintenance – activities to keep the application running and stable. 
• Enhancements and Version Upgrades – provide new functionality and updates to correct 

system issues. 
• Infrastructure – network, security and facilities management 

5.1.5.2 Business Subject Matter Experts (SMEs) and Decision Makers 

PAS projects are typically long projects – typically 36 to 48 months or more for a COTS 
implementation and longer for a more customized or phased framework solution.  Project fatigue 
is a concern, especially for business subject matter experts who are usually the most senior, 
knowledgeable people in the organization.  Projects are always secondary to operations, and when 
operational issues arise it is often these same senior resources that must deal with the problem 
while continuing to work to meet project deadlines.  These are project realities regardless of which 
solution is selected, but they can be mitigated through careful project planning and resource 
allocation. 

Also to be considered is the need to make business decisions quickly.  StanCERA’s senior 
managers or their designated representatives must be available, empowered and willing to make 
prompt decisions when called on by the PAS project team.  These decisions will most likely be 
clarifications of business rule application, but may also involve the development of new policies 
in support of new operational processes.  A full project governance structure will be put into place 
to ensure that all project issues and decisions are documented, managed and escalated to the 
appropriated decision-making person or body. 

5.2 PAS Solution Options  

5.2.1 Benefit Analysis 
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Option 1 
Modify Tyler 

Option 2 
Custom 
Development 

Option 3 
COTS Solution 

Option 4 
Framework Phased 
Components 

 Leverage past 
investment 

 Minimal changes 
to existing 
processes 

 Accommodates 
unique 
requirements 
 Can support any 

process 

 Easier to deploy 
 Simpler to support 
 Best practices 

built-in                                                                
 

 Shorter time to 
deliver early 
improvements 

 Leverage existing 
components 

 May be able to use 
data without 
converting 

 Pension developers 
are rare 
 Migration from 

FoxPro needed 
 Higher overall cost 
 Support issues will 

persist 

 Longest 
deployment  
 Hardest to support; 
must be supported 
internally by 
StanCERA 
 Higher overall cost 

 Processes are less 
flexible 
 Functionality is 

usually deployed as 
part of “big bang”; 
so first benefits are 
not seen for a long 
time 

 
 

 Limits vendor 
options 
 Longest overall 

deployment 
 Multiple vendors 

and complex 
support; support 
may need to be 
managed by 
StanCERA 

The main advantages of a COTS or customized framework solution are that they are easier to 
deploy, simpler to support and do not require a large number of IT resources. As the emphasis on 
ease of deployment and system support simplicity increases, the more a COTS solution is 
warranted. 

If custom development and COTS systems represent opposite ends of the spectrum, then a 
framework approach is neatly in the middle.  Vendors who specialize in framework solutions offer 
some of the benefits of both custom and COTS packages by providing proven modules and logic 
engines that are ready for full customization with the client’s business rules and interface 
requirements, and may be able to leverage existing system components.  They are generally 
considered in the same market space as COTS solutions.  Therefore, a single RFP will serve to 
solicit proposals from both COTS and framework vendors. 

If StanCERA undertook the migration of the PERA application to a more current platform rather 
than undertake a COTS system, it would involve a significant effort.  Of particular risk would be 
the necessity to find and use developers who are not familiar with the Tyler product or the needs 
of a public pension fund.  Once the migration was completed, another project would need to be 
defined, funded and staffed to upgrade the functionality of the PAS.  This would be in many ways 
a custom development effort. 
 
5.2.2 COTS and Framework Commercial Products vs. Tyler Migration and Revision 

Risk Assessment 



 

STANISLAUS COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION 

 
 

Project: PAS Assessment and Requirements 

Document: Current Technology Assessment 

 

StanCERA Current Technology Assessment v 2.2 Page 25 
 

A COTS or framework solution typically evolves and takes into account best practices from other 
organizations.  The vendors have experience implementing similar solutions for numerous pension 
funds.  A more customized “one off” approach to update Tyler or integrate some of its components 
would require a more tightly managed effort and there is more of a potential for cost overruns. 

Cost Considerations 
When considering the issue of cost related to purchasing a commercial product vs. revising the 
existing Tyler solution or reusing some of the existing components with a framework, it is easy to 
assume that a new commercial application is much costlier than revisions to the legacy system.  
But there are several variables to consider:  

• Longevity: the new commercial solution should be designed to last longer than even a 
revised Tyler system, due primarily to the older system’s obsolete platform.  It may be 
possible to migrate PERA to a current standard, but cost to do so would be significant 
before even considering the cost to add new functionality.  The longevity of current 
components being considered for reuse may be limited by their design and structure, but 
could result in significant cost saving if data conversion can be minimized. 

• Flexibility: Newer generations of PAS systems offer greater flexibility to accommodate 
changes in business rules.  The addition of plans, tiers and changes driven by new MOUs, 
for example, are more easily accommodated, often with little or no assistance from the 
vendor.  This is true for both COTS and a framework solution.   

5.3 Other Core System Options  

5.3.1 CRM Vision and Options 

StanCERA intended to implement case management in the Tyler PERA system, but was not able 
to complete the scope of the original implementation. 

Customer relationship management (CRM) functionality is an approach to managing member 
interaction. It involves using technology to organize, automate, and track member service requests 
through the steps of case management and workflow. The use of CRM functionality will give 
StanCERA staff members the ability to: 

• Access all employer and member information in one place so as to better serve members 
and employers and be able to make quick and informed decisions during interactions.   

• Manage and track all contacts (portal, phone calls, email, etc.) and service requests with 
members and employers 

• Measure effectiveness of customer interactions 
• Provide acceptable security measures and features 

Options would be to include case management capability in the requirements for the PAS vendor 
and consider case management part of the total PAS solution, or to solicit proposals from and 
select a separate case management solution that would then need to be integrated with the PAS.   
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5.3.2 Case Management and Workflow Vision and Options 

Case management is the management of collaborative processes that coordinate knowledge, 
content, correspondence and resources to progress a case to achieve a particular member service 
processing goal.  Case management functionality is valuable where the path of execution cannot 
be predetermined in advance of execution and where human judgment is required to determine 
how the end goal can be achieved, and where the state of a case can be altered by external 
determination events. 

Workflow functionality is the use of automation to orchestrate the flow of repeatable results 
enabled by the systematic organization of resources into processes. Workflow functionality will 
enable StanCERA to manage the processing of member service operations consistently, based on 
the business rules used to define operational process.  With workflow, StanCERA staff members 
will be able to: 

• Process all cases consistently 
• Route cases between staff members for action 
• Suspend cases for steps or items pending, ensuring prompt follow-up and eliminating the 

need for batch processing 
• Provide managers and decision makers with meta data for use in decision making and load 

balancing 

Options would be to include workflow capability in the requirements for the PAS vendor and 
consider workflow part of the total PAS solution; to solicit proposals from and select a separate 
workflow solution that would then need to be integrated with the PAS; or include workflow in the 
requirements for a separate ECM vendor. 
5.3.3 ECM Vision and Options 

The goal of imaging in the new PAS is to efficiently store documents so that they are properly 
associated with the correct file and easily accessible in one system.  Users should be able to access 
images associated with a member from within that member’s record in the PAS without needing 
to log into another system.  The imaging process must effectively trigger workflow to track and 
manage work processes so that tasks are completed in a timely way in the most efficient manner 
possible.  In addition, StanCERA will benefit from the ability to integrate imaging with member 
and employer portals (e.g., a change request submitted online will kick off a workflow in the PAS 
or submission of transmittal file will kick off a workflow in the PAS to validate and process the 
transmittal file).  StanCERA can make use of barcodes and other automation. 

The options to be considered are to include the requirements as part of the PAS RFP and consider 
the ECM part of the PAS solution, or to conduct a separate procurement for the ECM that would 
then be integrated with the PAS software.  Given that many of the PAS vendors under 
consideration offer full-feature, integrated ECM products as part of their PAS solutions, we 
recommend StanCERA include the ECM requirements in the PAS RFP.  If it is later determined 
that the ECM products offered by the PAS vendors will not meet StanCERA’s requirements, a 
separate procurement can be conducted. 
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5.4 Data Management  
5.4.1 Integration 

Decisions made regarding system integration and incorporation will present challenges with data 
integration.  For example, many older legacy systems and desk-top solutions such as spreadsheets 
do not record date/time stamps on records.  When there are multiple sources of a data value across 
systems to be integrated, which value will be respected?  Other obstacles may be the retention of 
data history when values have changed. 
5.4.2 Cleansing and Migration 

Complete and accurate data is the cornerstone in any automated system.  Unless the data is 
complete, accurate, and trusted there is the need for constant manual research and re-verification.  
Because of the long history of data that is needed for public pension defined benefit systems, data 
is more critical to the business and more difficult to maintain.  The data currently stored at 
StanCERA includes information from many varied sources.  There is information converted from 
earlier systems, information entered directly into Tyler, and the numerous employer reports 
captured through the years, etc. 

StanCERA has already been engaged in an initiative to audit all non-retired member records to 
ensure service credit is accurately recorded in the system.  This initiative began in 2007 and is 
expected to be completed by the end of 2016.  Since service credit is critical for calculating member 
benefits, it is important that this data be accurately recorded in the system prior to migrating the 
data from Tyler to the new PAS. 

Even with the on-going audit being conducted, due to the varied sources of data in the system, 
there is still a significant amount of data profiling, cleansing and migration work that will need to 
be performed as part of a new PAS implementation.  The options for sources to perform this work 
include an internal StanCERA resource, an SBT resource, and a third-party data conversion 
vendor.  The entire data migration process is extremely difficult, requires highly skilled technical 
resources, is time-consuming and continues throughout the duration of the project.  Because of 
these requirements, most PAS implementation projects benefit from engaging a third-party data 
migration vendor.  These vendors provide advice, guidance and work through the services of 
experts with extensive experience providing related data services as part of a PAS system 
replacement project in the area of public sector pension benefit administration. 

Within the public pension systems market there are a limited number of data profiling, cleansing, 
and migration experts.  They have developed methodologies, tools, and processes to aid in the 
understanding of the existing pension data, in cleansing the data, and in helping PAS vendors 
migrate data to the new systems. 

The objectives of the data migration effort include the following: 

• Conduct and report on an initial assessment of current production data to identify what, if 
any, data problems exist.  Currently there are concerns that the data is not complete and is 
not always accurate.  The vendor will help to determine exactly what the gaps and issues 
are by evaluating the existing StanCERA data against the existing business rules. 
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• Manage data correction in the existing source systems prior to migration as well as 
corrections during the data migration process.  Some corrections can be done in the existing 
system while others will wait for the conversion to the new system.  These corrections 
would become a critical part of the migration to the new PAS solution.     

• Manage the population of staging data that will be used to populate the new system and 
assist the PAS vendor in data migration and in resolving data issues during the migration.  
Engaging the services of a data migration vendor in this process will ensure that StanCERA 
has a full understanding and control of the data migration process from a representative 
that is independent of the PAS. 

• Provide support for data validation and reconciliation during (and after) PAS 
implementation.  The expert knowledge of how challenges have been handled during 
earlier conversions will be an invaluable resource to StanCERA. 

5.4.3 LOB Reporting  

Line of Business reporting, those reports that are necessary to the operation of StanCERA’s 
member services tasks will be produced by the new PAS solution.  New operational reports will 
be defined and developed in support of new, optimized business processes.  These reports will be 
available in both summary and detail, and may be static or dynamic depending on their use.  
Reconciliation reports will be developed, important to the validation of all fund activity.  The 
current generation of pension systems provide native ad-hoc reporting tools that are robust and 
easy to use. 

6 Decision Making Process 

6.1 Cost Considerations 

Cost Summarization is based on current information and assumptions.  The primary purpose of 
establishing these cost estimates during the feasibility assessment is to provide the necessary 
budgetary planning assumptions.  These costs will be reviewed and revised as new information 
becomes available on the scope of the project and as vendors bid their solutions. 

The following are the main drivers for PAS project costs, in order of importance: 
 

6.1.1 Project scope  

StanCERA is considering a number of components for integration into a new PAS solution.  
Whether or not these are delivered as native functionality or provided by third party vendors will 
impact the project scope.    The addition of subprojects with third party vendors, add to the cost of 
the project as well as the implementation timeline. 
6.1.2 Software vendor 

Among the PAS vendors, there is a very broad range of costs, even given a similar scope of work.  
Vendors can vary by 100% for the same project (that is, the most expensive vendor can bid twice 
as much as the least expensive vendor for the same project).   
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6.1.3 Integration resources  

PAS projects require significant resources besides the software vendor: organizations need data 
conversion resources, business analysts, project managers, interface consultants, subject matter 
experts, testing resources, and the like.  Large retirement systems can often handle most of this 
work internally: they have staff project managers, a PMO office, and other resources.  However, 
other organizations need to hire contractors or consultants to fill many of the integration roles. 
6.1.4 Contract requirements 

The contract negotiated with the vendor can have a significant impact on the PAS project cost.  If 
the retirement system includes contract requirements for full hardware redundancy, performance 
uptime guarantees, system responsiveness guarantees, specific project resources, project reporting 
requirements, performance bonds, letters of credit, and the like, the cost will reflect these 
requirements.  Put differently, the more risks the retirement system introduces to the software 
vendor, the higher the price the vendor will charge. 
6.1.5 Business rule complexity  

Simply put, the more complex the rules governing a retirement system, the more costly the 
solution.  Systems with a large number of benefit plans, tiers, calculation methods, benefit types, 
and employers will require more complex software solutions.  However, in our experience, this 
does not drive project costs as much as commonly thought.  PAS vendors design their systems to 
be flexible, and most systems tend to overstate the complexity of their business rules.  In reality, 
retirement systems are in a fairly narrow range in terms of the level of complexity. Still, this is a 
factor in determining project cost. 
6.1.6 Hardware  

Hardware is an often overlooked project cost and a very common cause of a change order in the 
middle of a project.  In many cases, this represents a very small proportion of the overall project 
cost.  However, in some cases, the ITS project may require significant upgrades to the hardware 
infrastructure, including the purchase of scanning systems, upgrades to networking hardware, and 
the like.  These costs can quickly add up.  
6.1.7 Cost Elements 

The following table lists the elements that will make up the purchase price of the PAS project.  
This does not include the cost of StanCERA’s resources, nor does it include budgetary pricing for 
solution hosting or facilities site preparation, which will be developed as the specific options are 
more fully explored.  The figures quoted below are estimates based on a standard set of services 
and features for a 48-month implementation and are for high-level planning purposes only. 
  

 
Cost Element 

One-Time Costs Annual/On-going Costs Vendor 
Low High Low High  

1. Phase I Consulting 
Services: assessment 
through vendor selection 

$139,080 $277,000    Oversight 
Consultant 
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2. PAS Software Licensing $150,000 $1,500,000    Software Vendor 

3. Software Maintenance and 
Support Services 

  $100,000 $500,000 Software Vendor 

4. Integration and 
Configuration Services 

$1,500,000 $5,175,000    Software Vendor 

5. Hardware $100,000 $575,000  $30,000 $120,000 Various * 

6. ECM Back File 
Conversion 

$50,000 $71,300    Back File 
Conversion Vendor 

7. Data Migration Services $200,000 $747,500    Data Migration 
Consultant 

8. Project Management and 
Oversight 

$725,000 $1,667,500    Oversight 
Consultant 

9. Specialized Consulting 
Services 

$675,000 $1,552,500    Oversight 
Consultant 

10. Contingency $400,000 $1,035,000    Various 

TOTAL ESTIMATE $3,939,080 $12,600,800  $130,000 $620,000  
 

1. Phase I Consulting is the current contract with Linea Solutions that includes the initial 
business process analysis, feasibility study, development of PAS business and technical 
requirements, and the development of the RFP for the new PAS integrated services. 

2. PAS Software Licensing includes the following: 
• Pension Administration System (including integrated ECM, workflow and case 

management / CRM functions)  
• Third-Party Software (database, virtual machine, backup, security, testing, training, 

etc.) 
3. Software Maintenance and Support Services includes ongoing support services to 

maintain the PAS application once the vendor’s warranty period has ended. 
4. Integration and Configuration Services includes services cost for the PAS Vendor to 

configure, modify, validate, and deploy their software to meet the stated business 
requirements. 

5. Hardware includes the following components to support the PAS Solution: 
• Virtual Host Servers 
• Production, Test, and Development Database Servers 
• Racks and Chassis 
• Network and Load Balancing Components 
• Storage Components (online and tape backup) 
• Miscellaneous cables, etc. 
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* Depending on the option StanCERA chooses, the hardware could be provided through 
the software vendor as part of their hosting contract, from a third party vendor or vendors, 
or through SBT. 

6. Data Migration Services includes the data cleansing and conversion services to be 
obtained through the Data Migration RFP. 

7. Project Management and Oversight Services are those for the management of the entire 
PAS project and not project management that would be included in the separate vendors’ 
proposals. 

8. Specialized Consulting Services includes Independent Verification & Validation 
(IV&V), testing assistance, training assistance and business process analysis. 

9. Contingency is calculated at 10% of the total estimated solution cost for items 2 - 6. 
  

6.2 Proposed Project Scope 

The table below lists the initiatives to be considered as part of the scope of StanCERA’s PAS 
Project: 
 

Initiative Area Problem Statement Recommendation 

Replace Tyler-PERA 
Pension 
Administration 
System 

The current Tyler system is not 
meeting current and necessary 
business functionality.  Major new 
functionality is required and Tyler 
is no longer supporting upgrades 
or enhancements to this product. 

Recommend replacement with a 
server-based solution that 
addresses critical business 
needs. Consider both hosted 
and on premise solutions. 
 

Implement an 
Integrated ECM and 
Workflow Solution 

StanCERA currently has no 
existing imaging or workflow 
solution.  StanCERA is in need of 
this functionality to provide 
business process support for 
streamlining processes, creating 
operational efficiencies, and 
evaluating performance metrics. 

Recommend implementing 
Imaging and Workflow 
solutions that are integrated 
with Pension Administration 
processing.  Use the StanCERA 
business requirements to 
determine if functionality that is 
included in the PAS meets 
business needs. 

Conduct Data 
Analysis and 
Cleansing 

StanCERA is concerned with 
whether the existing data that 
would be readily available to 
convert to a new system will meet 
the needs of the new system.  

Recommend that StanCERA 
pursue the services of a Pension 
Administration Data 
Migration/Cleansing expert.   

Implement Integrated 
CRM Functionality 

CRM provides the ability to 
document and track to resolution 
each customer interaction using a 

Recommend that StanCERA 
include detailed requirements 
with the PAS procurement 
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case approach to track the 
customer’s interaction to 
completion. 

request and solicit vendors for a 
best-fit solution.  The solution 
will leverage functionality 
within the PAS. 

Implement Member 
Self-Service  

The current web-based 
functionality for StanCERA 
members is extremely limited in 
scope.  With the trend toward the 
use of web-based self-service 
systems across the population, it is 
important for StanCERA to 
provide new secured access to its 
members.  

Recommend that StanCERA 
include detailed requirements 
with the PAS procurement 
request and solicit vendors for a 
best-fit solution.   

Implement Employer 
Self-Service 

StanCERA currently uses a web-
based application for Employer 
Reporting.  However, there is 
limited usage of the system and a 
need to replace manual processing.   

Automated processing of 
employer reports, including the 
transmission and validation of 
data as it enters the system is a 
key component of capturing 
accurate data for use in benefits 
calculations. 

 

7 Summary and Recommendations 

StanCERA’s vision of providing exceptional service to members and employers is hampered by 
the inability to adequately administer benefits using the existing system.  The simple fact is that 
the current Tyler PERA application is not capable of doing all of the processing StanCERA needs 
to do to service the member population now, and there is little capability to make necessary 
changes to meet the expectations of members and employers moving forward.  In order to meet 
their operational and customer service objectives, StanCERA management recognizes the need to 
implement new technology and reengineer business processes around the core idea of using 
technology to improve efficiency, accuracy, member and employer service, and to support future 
growth. 

In evaluating the options available to StanCERA with regard to the implementation of a new 
pension administration system, we considered several factors including the complexity of 
StanCERA’s business rules and processes, availability of resources both for implementation and 
system support and considerations for cost and schedule.  The recommendation for StanCERA to 
pursue a COTS solution is based on the fact that the Tyler PERA system is not sustainable, and 
cannot incorporate the new technology necessary to improve current operations and support future 
growth.  To ensure that all possibilities were examined, we also considered the possibility of a 
custom solution, but found none of the unique drivers in support of this option.  We considered 
the following in our analysis: 
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• A custom solution is typically considered when an organization has processes that must be 
maintained as-is or are so unique that the system must be developed to accommodate them 
exactly.  Custom solutions are often considered when an organization has a large 
technology resource pool available for development and system support. 

• A COTS solution provides StanCERA with the opportunity to adopt best practices 
processes that have been developed and enhanced by many retirement systems. 

• The pricing for a COTS solution is typically based on set parameters and easier to manage. 
• While the upfront cost of development on the existing Tyler PERA platform can be less 

than a new COTS application, the cost to design, develop, QA/test, deploy and train is 
expensive, and it is necessary to thoroughly understand total costs during the software 
lifecycle to be able to adequately estimate how much a customized revision to the existing 
Tyler PERA product will ultimately cost.   

• Finding developers to migrate and revise the Tyler PERA system will be very risky, given 
that it is unlikely that StanCERA will be able to locate or hire developers with critical 
pension knowledge. 

• A COTS solution leverages economies of scale both in the cost of enhancements and the 
large user base driving those enhancements.  In addition, a PAS vendor has a vested interest 
in keeping current in new technologies that might be of benefit to StanCERA.  A vendor 
that simply provides development resources typically does not have the same incentive to 
stay current. 

• A framework solution that makes use of existing components may deliver improved 
functionality sooner, while reducing the cost and risk inherent in data conversion. 

• The lack of solution providers capable of producing a framework to incorporate existing 
components will significantly limit the options available to StanCERA, while possibly 
extending the overall timeline for project completion. 

Given these considerations, we recommend StanCERA take the following steps: 
1. Proceed with the development of functional and technical requirements through the 

selection of a new COTS PAS solution. 
2. Include in this development, detailed requirements for integrated case management/CRM, 

workflow, ECM and web portals. 
3. Produce a brief RFI for the vendor community to further understand the feasibility and 

specific costs of a framework solution that leverages existing components prior to 
completion of the RFP for the PAS solution. It is possible that some information is received 
that will help inform the final procurement. 

4. Develop short-term requirements for high return / low risk revisions to the existing Tyler 
PERA system to make immediate improvements in operational efficiency. 

5. Develop requirements for and select a pension data migration service provider to begin 
data conversion preparations. 

6. Develop requirements for and select a document imaging service provider to undertake the 
back file conversion of existing member files to electronic images. 

7. Develop requirements for and select a web site development company to design a new 
member web interface from which the PAS member portal will be launched.  
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8. Select and train supplemental staff members to support operations during the estimated 36 
– 48 month ITS project duration. 
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Agenda 

• Overview 
• Mortality 
• Retirement 
• Merit Salary Increases 
• Other Assumptions 
• Cost Impact 
• Questions 
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Overview 

• Experience study is performed every 3 years 
• This presentation reviews all non-economic 

assumptions 
– There is a lot of data and analysis 
– This presentation is intended to capture the most 

important findings 
– The subsequent report will contain additional 

details not covered in this presentation 
• The demographic assumptions adopted 

based on this experience study will be used 
for the 2015 through 2017 actuarial 
valuations 
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Overview 

• Key findings and recommendations 
– Mortality has improved faster than expected  
– Our recommended changes to the mortality 

assumptions have the largest impact on 
contributions 

– Retirement rates have been higher for longer 
service members 

– Merit salary increases have been lower than 
expected 
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Mortality - Overview 

• Separate rates were developed for males 
and females for: 
– Healthy annuitants 
– Disabled annuitants 
– Non-annuitants (Active members) 

• Similar process used for each group 
• Presentation focuses on the development 

for healthy annuitants as this has by far 
the most significant impact 

4 



Mortality - Overview 

• Develop base table 
– Modify standard table to fit StanCERA experience 

to the extent there is credible experience 
• Used recent CalPERS tables for healthy and disabled 

annuitants, and non-annuitants 
• Used StanCERA experience from 2009-2015 

– Experience weighted by benefit/salary amount 
• Apply projection scale 

• Static – apply for a fixed number of years and apply to 
all members (current) 

• Generational – apply based on year of birth to project 
mortality rates applicable to each member 
(recommended) 
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• The standard table is used to develop the pattern of mortality rates from age to age 
– StanCERA data is only partially credible.   

• The overall level of the mortality rates is partially adjusted to fit StanCERA experience to 
develop the base table 

– The rates for each age in the standard table are multiplied by:  credibility factor x actual-to-expected 
ratio for the entire group + (1 – credibility factor) 

– The actual-to-expected ratio is: 𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴 𝑑𝑑𝑑𝑑𝐴𝐴𝐴𝐴𝑑𝑑𝑑 𝑥𝑥 𝑀𝑀𝑀𝑀𝑀𝑀𝐴𝐴𝑑𝐴𝐴𝑀𝑀 𝑏𝑏𝑑𝑑𝑀𝑀𝑑𝑑𝑏𝑏𝑏𝑏𝐴𝐴
𝐸𝐸𝑥𝑥𝐸𝐸𝑑𝑑𝐴𝐴𝐴𝐴𝑑𝑑𝑑𝑑 𝑑𝑑𝑑𝑑𝐴𝐴𝐴𝐴𝑑𝑑𝑑 𝐸𝐸𝑑𝑑𝑝𝑝 𝑆𝑆𝐴𝐴𝐴𝐴𝑀𝑀𝑑𝑑𝐴𝐴𝑝𝑝𝑑𝑑 𝐴𝐴𝐴𝐴𝑏𝑏𝐴𝐴𝑑𝑑 𝑥𝑥 𝑀𝑀𝑀𝑀𝑀𝑀𝐴𝐴𝑑𝐴𝐴𝑀𝑀 𝑏𝑏𝑑𝑑𝑀𝑀𝑑𝑑𝑏𝑏𝑏𝑏𝐴𝐴

 

– The credibility factor is: √( 𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴 𝑑𝑑𝑑𝑑𝐴𝐴𝐴𝐴𝑑𝑑𝑑 
𝑅𝑅𝑑𝑑𝑅𝑅𝐴𝐴𝑏𝑏𝑝𝑝𝑑𝑑𝑑𝑑 𝑑𝑑𝑑𝑑𝐴𝐴𝐴𝐴𝑑𝑑𝑑 𝑏𝑏𝑀𝑀𝑝𝑝 𝑏𝑏𝐴𝐴𝐴𝐴𝐴𝐴 𝐴𝐴𝑝𝑝𝑑𝑑𝑑𝑑𝑏𝑏𝑏𝑏𝑏𝑏𝐴𝐴𝑏𝑏𝐴𝐴𝑀𝑀

).   
• The required deaths for full credibility is 1,082 based on 90% probability that the observed rate is within 5% of 

the true rate. 

• It is important to weigh the deaths by the monthly benefit 
– StanCERA liability is based on the monthly benefits 
– Mortality varies by income level 

6 

Healthy Annuitant Mortality – Step 1 
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Healthy Annuitant Mortality – Step 1 

Healthy Annuitant Mortality - Base Table for Males
Actual to Benefits-Weighted

Age Actual Expected Expected Ratio Expected Actual to Expected Ratios
Band Exposures Deaths Deaths Current Exposures Actual Current Recommended Current Recommended

50 - 59 938          6          3            208% 34,581,675   149,763    109,134    212,978            137% 70%
60 - 69 2,690       25        26          97% 105,865,431 739,464    997,006    1,030,041         74% 72%
70 - 79 1,548       39        41          96% 49,367,696   1,246,432 1,264,862 1,172,795         99% 106%
80 - 89 749          59        66          89% 18,383,289   1,197,349 1,593,196 1,382,712         75% 87%
90 - 99 153          27        31          86% 3,276,949     530,654    653,987    567,506            81% 94%
100 + 0              0          0            0% 0                 0              0              0                      0% 0%

Total 6,078       156      167         93% 211,475,039 3,863,662 4,618,185 4,366,032         84% 88%

Healthy Annuitant Mortality - Base Table for Females
Actual to Benefits-Weighted

Age Actual Expected Expected Ratio Expected Actual to Expected Ratios
Band Exposures Deaths Deaths Current Exposures Actual Current Recommended Current Recommended

50 - 59 1,489       13        4            305% 39,257,278   345,031    117,997    200,509            292% 172%
60 - 69 4,141       32        36          90% 110,377,507 1,004,261 922,275    840,593            109% 119%
70 - 79 2,479       55        56          98% 47,867,309   1,034,767 1,070,142 974,567            97% 106%
80 - 89 1,485       102      98          104% 24,222,840   1,549,748 1,545,802 1,535,769         100% 101%
90 - 99 433          74        68          109% 5,069,830     817,211    791,285    871,041            103% 94%
100 + 4              1          1            107% 69,482         17,349      16,173      23,127              107% 75%

Total 10,031      277      263         105% 226,864,246 4,768,367 4,463,674 4,445,606         107% 107%
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Healthy Annuitant Mortality – Step 1 
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Healthy Annuitant Mortality – Step 1 
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Healthy Annuitant Mortality – Step 1 

• Mortality rates for younger annuitants are actually higher than under 
the current assumption 

• Mortality rates for older annuitants are generally lower than under 
the current assumption except for females over about age 85 

2012 Mortality Rates
at Sample Ages

Male Healthy Annuitants
Age Current Recommended
50 0.149% 0.465%
55 0.247% 0.581%
60 0.489% 0.750%
65 0.961% 0.940%
70 1.641% 1.552%
75 2.854% 2.622%
80 5.265% 4.654%
85 9.624% 8.361%
90 16.928% 14.408%
95 25.699% 22.614%

100 33.773% 31.211%

2012 Mortality Rates
at Sample Ages

Female Healthy Annuitants
Age Current Recommended
50 0.119% 0.521%
55 0.231% 0.496%
60 0.457% 0.556%
65 0.878% 0.757%
70 1.515% 1.284%
75 2.394% 2.244%
80 3.987% 3.813%
85 6.866% 6.901%
90 12.400% 12.723%
95 18.688% 21.540%

100 23.276% 33.285%
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Healthy Annuitant Mortality – Step 1 

Group Standard Table 

Partial 
Credibility 

Adjustment 

Healthy Annuitants CalPERS Healthy Annuitant Mortality Male: 0.934 
Female: 1.079 

Service-Disabled 
Annuitants 

CalPERS Industrially Disabled Annuitant 
Mortality 

Male: 1.002 
Female: 1.001 

Non-Service 
Disabled Annuitants 

CalPERS Non-Industrially Disabled Annuitant 
Mortality 

Male: 0.964 
Female: 1.104 

Active Employee  CalPERS Preretirement Non-Industrial Mortality Male: 1.003 
Female: 0.988 

Active Member, Line-
of-Duty (Safety Only) CalPERS Preretirement Industrial Mortality None 

Adjustments Imply: 
• StanCERA male healthy retirees have slightly lower rates of death than average CalPERS male retiree 

while StanCERA female healthy retirees have slightly higher rates than average CalPERS retiree 
• StanCERA non-service disabled retirees have somewhat different rates than average CalPERS retirees 

but the adjustments are relatively small because StanCERA has very few deaths in this category 
• Other groups have reasonably similar experience to CalPERS members 
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Assumed Mortality Improvement vs. 
Observed Mortality Improvement in 

US From 1990 - 2010 

Observed Assumed Using Scale AA

• Scale AA has been the 
primary basis for 
mortality improvement 
projections since 1995 

• Actual mortality 
improvement in the US 
has been significantly 
greater than assumed 

• StanCERA experience 
similarly shows faster 
improvement than 
expected 

Mortality Improvement Overview 

Source:  IMF Global Financial Stability Report, 2012 
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Mortality Improvement Overview 
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Mortality Projection Scales 
• Basic Principles 

– Recent experience is the best predictor of future near-term 
mortality improvement 

– Long-term rates of improvement based on “expert opinion” 
– Near-term rates transition smoothly into long-term rates 

• Scale AA is no longer appropriate 
• In October 2014, Society of Actuaries Retirement Plans 

Experience Committee released a new scale, MP-2014 
– Long-term improvement rate 

• 1.0% for ages 85 and under 
• Grades down to 0.85% at age 95 
• Grades down to 0.0% at age 115 

– Transition period is from 2007 to 2027 
• Debates within actuarial community over appropriate rates of 

improvement and emerging data 
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Mortality Projection Scales 
• In October 2015, the Society of Actuaries Retirement 

Plans Experience Committee issued an update to its 
projection scale 
– Had planned to issue update every three years 
– Now planning to issue update annually 

• MP-2015 uses the same model as MP-2014, but 
includes two more years of recent data from Social 
Security 
– Start with latest smoothed historical improvement rate and 

trend 
• Beginning of projection period has substantially lower 

improvement rates than MP-2014 
– Converge to ultimate rate of improvement in 2027 

• Ends at the same ultimate rate as MP-2014 
• MP-2015 is the recommended mortality projection 

scale 

15 
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Mortality Projection Scales 



• Since 2000, generational mortality 
assumptions have been 
considered best practice 

– Complications for valuation and 
administrative systems 

• Recent guidance emphasizes the 
importance of generational 
mortality 

• Under static assumptions 
– Project mortality improvements to 

a fixed future date 
– Apply to everyone in valuation 
– Update every few years to keep 

current 
– Expect increased cost when 

update 
• Under generational assumptions 

– Project mortality improvements 
separately for each year of birth 

Static vs. Generational Illustration 
Probability of Death at Age 80 

Birth 
Year Static Generational 
1935 3.534% 4.443% 
1945 3.534% 3.911% 
1955 3.534% 3.534% 
1965 3.534% 3.197% 
1975 3.534% 2.891% 
1985 3.534% 2.614% 
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Mortality - Generational vs. Static 

• Static mortality assumptions tend 
to overvalue retiree liabilities and 
under value active liabilities 

• We recommend using a 
generational assumption 



Retirement Rates 
• Experience data indicates that rates of retirement 

were higher than expected during the period, 
particularly for longer service members 

• Assumptions are set separately for: 
– General 
– Safety 

• Recommendations: 
– Split assumption into two service groups 

• General: <30 and 30 or more 
• Safety: <20 and 20 or more 

– Minor changes for General lower service group 
– Decrease rates for Safety lower service group 
– Increase rates for both longer service groups 
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Misc Retirement Rates 

Less than 30 years of service: 
• Rates smoothed below age 63 
• Rates decreased after age 62 with exception of increase at age 66 
• Ultimate retirement age extended from age 70 to age 75 
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Misc Retirement Rates 

30 or more years of service: 
• Rates increased below age 63 
• Rates decreased after age 62 with exception of increase at age 66 
• Ultimate retirement age remains age 70 
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Safety Retirement Rates 

Less than 20 years of service: 
• Rates decreased at all ages 
• Ultimate retirement age extended from age 60 to age 65 
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Safety Retirement Rates 

20 or more years of service: 
• Rates increased between ages 48 and 58 
• Ultimate retirement age remains at age 60 

 
 

 



Merit Salary Increases 

• Merit salary increases are in addition to 
wage inflation and are set separately for: 
– General 
– Safety 

• In general, recommendations are: 
– Reductions for both General and Safety, 

particular at shorter service 
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Misc Merit Salary Increases 

24 

Merit Salary Increases
Miscellaneous

Service Current Recommended
0 4.00% 6.00%
1 4.00% 5.00%
2 4.00% 4.00%
3 4.00% 3.00%
4 4.00% 2.00%
5 2.00% 1.50%
6 2.00% 1.00%
7 2.00% 0.75%
8 2.00% 0.50%
9 2.00% 0.50%

10 1.00% 0.50%
11 1.00% 0.50%
12 1.00% 0.50%
13 1.00% 0.50%
14 1.00% 0.50%
15 1.00% 0.50%
16 1.00% 0.50%
17 1.00% 0.50%
18 1.00% 0.50%
19 1.00% 0.50%
20 0.50% 0.50%
21 0.50% 0.50%
22 0.50% 0.50%
23 0.50% 0.50%
24 0.50% 0.50%

25+ 0.50% 0.50%0%
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Merit Salary Increases
Miscellaneous

Service Current Recommended
0 8.00% 7.00%
1 7.00% 6.00%
2 6.00% 5.00%
3 5.00% 4.00%
4 4.00% 3.00%
5 2.00% 2.00%
6 2.00% 1.75%
7 2.00% 1.50%
8 2.00% 1.25%
9 2.00% 1.00%

10 1.00% 0.75%
11 1.00% 0.50%
12 1.00% 0.50%
13 1.00% 0.50%
14 1.00% 0.50%
15 1.00% 0.50%
16 1.00% 0.50%
17 1.00% 0.50%
18 1.00% 0.50%
19 1.00% 0.50%
20 1.00% 0.50%
21 1.00% 0.50%
22 1.00% 0.50%
23 1.00% 0.50%
24 1.00% 0.50%
25 1.00% 0.50%
26 1.00% 0.50%
27 1.00% 0.50%
28 1.00% 0.50%
29 1.00% 0.50%

30+ 0.50% 0.50%
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Safety Merit Salary Increases 
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Other Assumptions 

• Terminations – Minor adjustments for all groups 
• Non-Service-Related Disability – Decrease for all 

groups 
• Service-Related Disability – No change 
• Refunds, Reciprocity – No change 
• Vacation Time Load – Slight increase for Safety 
• Vested Retirement Age – No change 
• Marital Status – Minor adjustment for males 
• Spousal Age Difference – Minor adjustment for 

females 
26 



Impact Based on 2014 Valuation 

Assumption Proposed Change 

Gross 
Contribution 
Rate Impact 

Impact on 
Actuarial 
Liability 

Mortality • Update base tables 
• MP-2015 to project generational improvements  4.6% 5.6% 

Retirement • Use two service tiers 
• Increase rates with longer service 0.4% 0.4% 

Termination • Unisex rate for Misc 
• Minor adjustments at shorter service -0.3% 0.0% 

Disability • CalPERS Nonservice-Connected rates 
• No change to Service-Connected 0.1% 0.0% 

Merit Salary 
Increases 

• Reductions for both groups at shorter service 
• No changes to ultimate rates -1.5% -0.4% 

Vacation Pay 
Load 

• No change for Misc 
• Increase for Safety (2.5% to 3.0%) 0.1% 0.0% 

Marital • Decrease percent married for males (90% to 80%) 
• Decrease spouse age difference for females (3 yrs. to 2 yrs.) -0.2% -0.1% 

Total 3.2% 5.4% 
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Results on this slide are preliminary and subject to review. 
Calculations based on the data, methods, assumptions and provisions outlined in the June 30, 2014 Actuarial Valuation Report with the following 
exceptions: 
• The proposed assumption changes summarized in the Appendix on slides 30 and 31. 
• The change in the unfunded actuarial liability due to the proposed assumption changes is amortized over 21 year to reflect that any 

assumption changes will first be recognized in the June 30, 2015 Actuarial Valuation, which is scheduled to use a 21-year amortization period. 
 

 
 



Required Disclosures 
• The purpose of this presentation is to review the demographic experience study for the Stanislaus 

County Employees’ Retirement Association. 

• In preparing the presentation, I relied on information (some oral and some written) supplied by the 
Retirement Association. This information includes, but is not limited to, the plan provisions, employee 
data, and financial information. I performed an informal examination of the obvious characteristics of the 
data for reasonableness and consistency in accordance with Actuarial Standard of Practice No. 23.  

• The results of the impact of the experience study relies on future plan experience conforming to the 
underlying assumptions and methods outlined in this presentation. To the extent that the actual plan 
experience deviates from the underlying assumptions and methods, or there are any changes in plan 
provisions or applicable laws, the results would vary accordingly. 

• To the best of my knowledge, this presentation and its contents have been prepared in accordance with 
generally recognized and accepted actuarial principles and practices that are consistent with the Code of 
Professional Conduct and applicable Actuarial Standards of Practice set out by the Actuarial Standards 
Board. Furthermore, as a credentialed actuary, I meet the Qualification Standards of the American 
Academy of Actuaries to render the opinion contained in this presentation. This presentation does not 
address any contractual or legal issues. I am not an attorney and my firm does not provide any legal 
services or advice. 

• This presentation was prepared exclusively for the Stanislaus County Employees’ Retirement Association 
for the purpose described herein. Other users of this presentation are not intended users as defined in 
the Actuarial Standards of Practice, and Cheiron assumes no duty or liability to any other user. 

 
 

Jonathan Chipko, FSA, FCA, EA, MAAA   
Associate Actuary     
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Proposed Assumption Changes 

Assumption Proposed Change 

Mortality 
Base tables:  See slide 11. 
Projection: Generational projection using MP-2015 for all mortality tables with the 
exception of Active Member, Line-of-Duty mortality, which is not projected. 

Retirement 
See following slide for detailed rates. 

Termination 
See following slide for detailed rates. 

Nonservice-
Connected Disability 

Misc.: CalPERS Public Agency Misc. Non-Industrial Disability Male/Female rates 
Safety: CalPERS Public Agency Police Non-Industrial Disability Unisex rates 

Merit Salary 
Increases 

See slides 24 and 25. 

Vacation Pay Load 
Safety: Increase from 2.5% to 3.0%. 

Marital Males: Decrease percent married from 90% to 80%. 
Females: Decrease spouse age difference from 3 years to 2 years. 
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Proposed Assumption Changes 

31 

Termination Retirement
Yrs of Misc Safety

Svc Misc Safety Ages < 30 Yrs of Svc 30+ Yrs of Svc < 20 Yrs of Svc 20+ Yrs of Svc
0 18.0% 18.0% 40 - 44 0% 0% 0% 5%
1 14.0% 12.0% 45 - 48 0% 10% 0% 5%
2 11.7% 9.0% 49 0% 10% 0% 20%
3 9.4% 7.0% 50 5% 10% 10% 30%
4 7.1% 6.0% 51 - 54 5% 10% 10% 20%

5 - 8 5.0% 5.0% 55 - 57 10% 25% 10% 30%
9 4.9% 5.0% 58 - 59 15% 25% 10% 30%
10 3.5% 5.0% 60 15% 25% 25% 100%
11 3.4% 5.0% 61 20% 25% 25% 100%
12 3.4% 3.4% 62 25% 40% 25% 100%

13 - 14 3.3% 3.4% 63 20% 25% 25% 100%
15 2.9% 3.4% 64 25% 25% 25% 100%

16 - 17 2.8% 3.4% 65 35% 35% 100% 100%
18 2.7% 3.4% 66 45% 45% 100% 100%
19 2.6% 3.4% 67 - 69 20% 25% 100% 100%

20 - 21 1.5% 0.0% 70 - 74 50% 100% 100% 100%
22 - 23 1.4% 0.0% 75 100% 100% 100% 100%
24 - 25 1.3% 0.0%
26 - 29 1.2% 0.0%

30 0.0% 0.0%



Cheiron (pronounced kī´· ron), the immortal centaur from Greek 
mythology, broke away from the pack and was educated by the gods. 

Cheiron became a mentor to classical Greek heroes, then sacrificed his 
immortality and was awarded in eternity as the constellation Sagittarius. 
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November 24, 2015  
Retirement Board Agenda Item 
 
 
TO:   Retirement Board 
 
FROM:  Kathy Herman, Fiscal Services Manager 
  

I. SUBJECT:  Internal Governance Committee - Receipt of the Comprehensive Annual Financial 
Report for the Fiscal Years ended June 30, 2015 and 2014   

 
II. ITEM NUMBER:  10.a.1. 

 
III. ITEM TYPE:  Discussion and Action  

 
IV. STAFF RECOMMENDATION:  Accept the Comprehensive Annual Financial Report and 

Independent Auditor’s Report (Attachment 1) for Fiscal Years Ended June 30, 2015 and 2014 as 
recommended by the Internal Governance Committee. 

 
V. ANALYSIS:  The Internal Governance Committee met November 10, 2015 with staff and the 

Auditors from Brown Armstrong for the StanCERA financial statements audit.   
 

Brown Armstrong performed its audit in accordance with Generally Accepted Auditing Standards. 
Brown Armstrong did not provide any opinion regarding internal controls however it was noted that 
no internal control weaknesses were found.  StanCERA received an unqualified opinion that the 
basic financial statements (beginning on page 22) present fairly the financial position of StanCERA 
in accordance with Generally Accepted Accounting Principles.   

 
In the management comments, there were no material weaknesses or deficiencies found for FY 
2014-2015.  However, three observations were made and management has agreed to address 
them.  
 

VI. RISK: None 
 

VII. STRATEGIC PLAN: Strategic Objective IV:   Refine StanCERA’s business and policy practices 
in ways that enhance stakeholder awareness, the delivery of member services and the ability of 
the Organization to administer the System effectively and efficiently. 

 
VIII. ADMINISTRATIVE BUDGET IMPACT:  None 

 
 
 
 ______________________________________________________ 
  Kathy Herman, Fiscal Services Manager 
 
 
 
 ______________________________________________________ 
 Rick Santos, Executive Director 
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REQUIRED COMMUNICATION TO THE MEMBERS OF THE INTERNAL 
GOVERNANCE COMMITTEE AND BOARD OF RETIREMENT 

IN ACCORDANCE WITH PROFESSIONAL STANDARDS 
 
 
 
To the Internal Governance Committee and Board of Retirement of 
Stanislaus County Employees’ Retirement Association 
Modesto, California 
 
 
We have audited the financial statements of the Stanislaus County Employees’ 
Retirement Association (StanCERA) for the year ended June 30, 2015, and have issued 
our report dated November 2, 2015. Professional standards require that we provide you 
with information about our responsibilities under auditing standards generally accepted in 
the United States of America and Government Auditing Standards, as well as certain 
information related to the planned scope and timing of our audit. We have communicated 
such information in our letter to you dated June 9, 2015. Professional standards also 
require that we communicate to you the following information related to our audit. 
 
Significant Audit Findings 
 
Qualitative Aspects of Accounting Practices 
Management is responsible for the selection and use of appropriate accounting policies. 
The significant accounting policies used by StanCERA are described in Note 2, Summary 
of Significant Accounting Policies, to the financial statements. No new accounting policies 
were adopted and the application of existing policies was not changed during 2015. We 
noted no transactions entered into by StanCERA during the year for which there is a lack 
of authoritative guidance or consensus. All significant transactions have been recognized 
in the financial statements in the proper period. 
 
Accounting estimates are an integral part of the financial statements prepared by 
management and are based on management’s knowledge and experience about past 
and current events and assumptions about future events. Certain accounting estimates 
are particularly sensitive because of their significance to the financial statements and 
because of the possibility that future events affecting them may differ significantly from 
those expected. The most sensitive estimate affecting StanCERA’s financial statements 
was the fair value of investments: 
 

 Management’s estimate of the fair value of investments was derived by 
various methods as detailed in Note 2, Summary of Significant 
Accounting Policies. We evaluated the key factors and assumptions 
used to develop the fair value of investments in determining that it is 
reasonable in relation to the financial statements taken as a whole. 

 
 The contribution amounts and net pension liability which are based on 

the actuarially-presumed interest rate and assumptions.  We evaluated 
the key factors and assumptions used to develop the contribution 
amount and net pension liability in determining that they are reasonable 
in relation to the financial statements taken as a whole. 
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 The disclosures for deposits and investments in Notes 2 and 4 to the financial statements, 
Summary of Significant Accounting Policies and Cash and Investments Disclosures, 
respectively, were derived from StanCERA’s investment policy.  Management’s estimate of 
the fair value of investments was derived by various methods as detailed in the notes.  
 

 Additionally, the disclosures related to the funding policies, net pension liability, and actuarial 
methods and assumptions in Note 1, Plan Description and Note 8, Net Pension Liability of 
Participating Employers Disclosures were derived from actuarial valuations, which involved 
estimates of the value of reported amounts and probabilities about the occurrence of future 
events far into the future.  

 
Difficulties Encountered in Performing the Audit 
We encountered no significant difficulties in dealing with management in performing and completing our 
audit. 
 
Corrected and Uncorrected Misstatements 
Professional standards require us to accumulate all known and likely misstatements identified during the 
audit, other than those that are clearly trivial, and communicate them to the appropriate level of 
management. Management has corrected all such misstatements. The attached schedule summarizes 
the misstatements detected as results of audit procedures that were corrected by management. 
 
Disagreements with Management 
For purposes of this letter, a disagreement with management is a financial accounting, reporting, or 
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial 
statements or the auditor’s report. We are pleased to report that no such disagreements arose during the 
course of our audit. 
 
Management Representations 
We have requested certain representations from management that are included in the management 
representation letter dated November 2, 2015. 
 
Management Consultations with Other Independent Accountants 
In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application 
of an accounting principle to StanCERA’s financial statements or a determination of the type of auditor’s 
opinion that may be expressed on those statements, our professional standards require the consulting 
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge, 
there were no such consultations with other accountants. 
 
Other Audit Findings or Issues 
We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to retention as StanCERA’s auditors. However, these 
discussions occurred in the normal course of our professional relationship and our responses were not a 
condition to our retention. 
 
Other Matters 
We applied certain limited procedures to the Schedule of Employers’ Net Pension Liability, Schedule of 
Changes in Net Pension Liability and Related Ratios, Schedule of Employer Contributions, Schedule of 
Investment Returns, and Notes to the Required Supplementary Information, which are Required 
Supplementary Information (RSI) that supplements the basic financial statements. Our procedures 
consisted of inquiries of management regarding the methods of preparing the information and comparing 
the information for consistency with management’s responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during the audit of the basic financial statements. We did 
not audit the RSI and do not express an opinion or provide any assurance on the RSI. 
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We were engaged to report on the Schedule of Administrative Expenses, and Schedule of Management 
Fees and Other Investment Expenses, which accompany the financial statements but are not RSI. With 
respect to this other supplementary information, we made certain inquiries of management and evaluated 
the form, content, and methods of preparing the information to determine that the information complies 
with accounting principles generally accepted in the United States of America, the method of preparing it 
has not changed from the prior period, and the information is appropriate and complete in relation to our 
audit of the financial statements. We compared and reconciled the other supplementary information to the 
underlying accounting records used to prepare the financial statements or to the financial statements 
themselves.  
 
We were not engaged to report on the introductory, investment, actuarial, and statistical sections, which 
accompany the financial statements but are not RSI. We did not audit or perform other procedures on this 
other information and we do not express an opinion or provide any assurance on it.  
 
Restricted on Use 
 
This information is intended solely for the use of the Internal Governance Committee, Board of 
Retirement, and management of StanCERA and is not intended to be, and should not be, used by 
anyone other than these specified parties.  
 

BROWN ARMSTRONG  
ACCOUNTANCY CORPORATION 
 

  
 
 
 
 
 
Bakersfield, California 
November 2, 2015 
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StanCERA
SUMMARY OF ADJUSTED AUDIT DIFFERENCE
6/30/2015

Adjusting Journal Entries JE #  1 Adjustment

Securites lending adjustment to remove Non-Cash Collateral.

0731a - Unrealized Gain or Loss on Securities Lending 16,554,132$        
280 - Collateral Held for Loaned Securities Lending 5,098                   
180 - Securities Lending Collateral (16,559,230)         
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
 
 
To the Internal Governance Committee and Board of Retirement of  
Stanislaus County Employees’ Retirement Association 
Modesto, California 
 
 
We have audited, in accordance with the auditing standards generally accepted in 
the United States of America and the standards applicable to financial audits 
contained in Government Auditing Standards issued by the Comptroller General of 
the United States, the financial statements of the Stanislaus County Employees’ 
Retirement Association (StanCERA) as of and for the year ended June 30, 2015, and 
the related notes to the financial statements, which collectively comprise StanCERA’s 
basic financial statements, and have issued our report thereon dated November 2, 
2015. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered 
StanCERA’s internal control over financial reporting (internal control) to determine the 
audit procedures that are appropriate in the circumstances for the purpose of 
expressing our opinions on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of StanCERA’s internal control. 
Accordingly, we do not express an opinion on the effectiveness of StanCERA’s 
internal control. 
 
A deficiency in internal control exists when the design or operation of a control does 
not allow management or employees, in the normal course of performing their 
assigned functions, to prevent, or detect and correct, misstatements on a timely 
basis. A material weakness is a deficiency, or a combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material 
misstatement of StanCERA’s financial statements will not be prevented, or detected 
and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material 
weakness, yet important enough to merit attention by those charged with 
governance. 
 
Our consideration of internal control was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal 
control that might be material weaknesses or significant deficiencies. Given these 
limitations, during our audit we did not identify any deficiencies in internal control that 
we consider to be material weaknesses. However, material weaknesses may exist 
that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether StanCERA’s financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
We noted certain matters that we reported to management in a separate letter dated November 2, 2015. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of StanCERA’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering StanCERA’s internal control and compliance. Accordingly, 
this report is not suitable for any other purpose. 

 
 BROWN ARMSTRONG  
 ACCOUNTANCY CORPORATION 
  
 
 
 
 
 
 
 
Bakersfield, California 
November 2, 2015 
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AGREED UPON CONDITIONS REPORT DESIGNED TO INCREASE 
EFFICIENCY, INTERNAL CONTROLS, AND/OR FINANCIAL REPORTING 

 
 
 
To the Internal Governance Committee and Board of Retirement of 
Stanislaus County Employees’ Retirement Association 
Modesto, California 
 
 
We have audited the financial statements of the Stanislaus County Employees’ 
Retirement Association (StanCERA) for the year ended June 30, 2015, and have 
issued our report dated November 2, 2015.  In planning and performing our audit of 
the financial statements of StanCERA, we considered its internal control structure 
over financial reporting (internal control) as a basis for designing our auditing 
procedures for the purpose of expressing our opinion on the financial statements, but 
not for the purpose of expressing an opinion on the effectiveness of StanCERA’s 
internal control. Accordingly, we do not express an opinion on the effectiveness of 
StanCERA’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does 
not allow management or employees, in the normal course of performing their 
assigned functions, to prevent, or detect and correct, misstatements on a timely 
basis. A material weakness is a deficiency, or a combination of deficiencies in 
internal control, such that there is a reasonable possibility that a material 
misstatement of the entity’s financial statements will not be prevented, or detected 
and corrected on a timely basis. 
 
Our consideration of internal control was for the limited purpose described in the first 
paragraph and was not designed to identify all deficiencies in internal control that 
might be significant deficiencies or material weaknesses and, therefore, there can be 
no assurance that all such deficiencies have been identified. In addition, because of 
inherent limitations in internal control, including the possibility of management 
override of controls, misstatements due to error or fraud may occur and not be 
detected by such controls. We did not identify any deficiencies in internal control that 
we considered to be material weaknesses. 
 
However, during our audit we became aware of a matter that is an opportunity for 
strengthening internal controls and operating efficiency. The recommendation that is 
listed in this report summarizes the condition and suggestion regarding the matter. 
 
We will review the status of this condition during our next audit engagement. We 
have already discussed the condition and suggestions with various StanCERA 
personnel, and we will be pleased to discuss them in further detail at your 
convenience, to perform any additional study of these matters, or to assist you in 
implementing the recommendations. 
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Current Year Agreed Upon Conditions and Recommendations 
 
 
Agreed Upon Condition 1 – Financial Reporting of Securities Lending Activities  
 
During our testing of securities lending activities, we identified the Cash Collateral Received for Securities 
Lending was reported in error as the amount included the Non-Cash Collateral amounts in the draft 
financial statements. According to Governmental Accounting Standards Board (GASB) Statement No. 28, 
securities received as collateral should be reported as assets if the governmental entity has the ability to 
pledge or sell them without a borrower default. As of June 30, 2015, StanCERA had a non-cash collateral 
with a fair value of $16 million. Based on the information from StanCERA's custodian, Northern Trust, 
StanCERA does not have the ability to pledge or sell the non-cash collateral. This error resulted in the 
Securities Lending Collateral being overstated by $16 million in the draft financial statements. These 
errors were subsequently corrected in StanCERA’s audited financial statements. 
 
Recommendation 
 
We recommend StanCERA updates their policy and procedures to reflect that only Cash Collateral 
Received for Securities Lending be booked to properly reflect appropriate balances and notes 
disclosures. 
 
Management Response 
 
StanCERA will update their policy as recommended. 
 
 
Agreed Upon Condition 2 – Investment Manager Monitoring and Due Diligence 
 
During our audit, we noted that StanCERA did not review, in detail, the service organization controls 
(SOC) 1 report of the service organizations. Third party service providers perform a significant amount of 
the processing of Plan transactions. Since a significant amount of the processing of Plan transactions is 
performed by service organizations, it is imperative that StanCERA management review the procedures 
at these service organizations on a consistent basis and document such review in detail as part of due 
diligence in operating the Plan.  
 
Recommendation 
 
We understand resources are limited given StanCERA’s current operating status and limited accounting 
personnel. We recommend instituting a policy requiring annual review of the SOC 1 report for the third 
party service provider and documentation of the acceptability of the SOC 1 report with regard to the 
annual assessment by StanCERA management that control at the Plan sponsor and service providers 
are operating in a way to ensure timely and accurate processing of Plan data and also address any noted 
exceptions and how those exceptions may affect the Plan. Usually prepared annually, a SOC 1 report is 
useful in assessing the reliability of the third party's controls over the processing and security of Plan and 
participant data and activity. We also recommend ongoing timely review of annual audit reports provided 
by third party providers. These controls at the Plan sponsor level serve to assure proper and complete 
transmission of data to third parties, proper processing of data and complete receipt of data from third 
parties and timely reconciliation of data, as necessary.  
 
Management Response 
 
StanCERA management concurs with this finding.  We have reached out to our service providers and 
have been assured that they produce these reports annually and are available to StanCERA.  
Management will begin looking at ways we can accomplish this task either through internal staff or by 
using another qualified firm or entity to make the assessment. 
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Agreed Upon Condition 3 – Alternative Investment Valuation  
 
During our review of the alternative (direct lending) investments, those investments for which a readily 
determinable fair value does not exist (that is, they are not listed on national exchanges or over-the-
counter markets, nor quoted market prices available from sources such as financial publications, the 
exchanges, or the National Association of Securities Dealers Automated Quotations System). We noted 
StanCERA is not currently performing a review of the audited financial statements of their alternative 
investments.  
 
Recommendation 
 
We recommend comparing the institution’s statement of value received as of the fund’s year end to the 
value based on the fund’s audited financial statements and follow up on significant discrepancies. Valuing 
alternative investments may encompass a wide array of methodologies that may involve many 
assumptions and the exercise of professional judgment. Many alternative investments may have financial 
statements (unaudited or, preferably, audited) to support their valuations. If StanCERA relies on the 
amounts in the financial statements, it is important that those statements are as of the same date as 
StanCERA’s financial statements and that the assets are valued at fair value. If not, StanCERA may need 
to perform additional procedures to be certain those valuations are reliable (again, this responsibility 
cannot be outsourced or assigned to a party other than Plan management). For example, if StanCERA’s 
Plan is invested in a limited partnership with audited financial statements as of a date that is three months 
prior to StanCERA’s year-end, you would need to determine how the value of that limited partnership may 
have changed over the three-month period between the date of the partnership’s financial statements and 
the date of StanCERA’s financial statements. 
 
Management Response 
 
StanCERA management concurs with this finding. Internal staff should be able to accommodate this 
recommendation for the 2016 System audit. 

 
 

Status of Prior Year Agreed Upon Conditions and Recommendations 
 

 
Agreed Upon Condition 1 – Actuarial Valuation Member Data 
 
The Association engages a third party actuary to perform annual actuarial valuations for the plan. They 
provide their actuary with active, inactive and retired member data files which are used by the actuary to 
prepare the annual actuarial valuation and calculate the total pension liability of participating employers. 
During the current year, we identified differences between the files provided by the Association and the 
files which were ultimately used to prepare the actuarial valuation as of June 30, 2013. The differences 
had no impact on the actuarial valuation results, as the actuary may exclude certain member data 
received from the Association.  
 
Recommendation 
 
We recommend a process be implemented for staff to reconcile the member data used by the actuary to 
the Association files and for management to evaluate the items which are excluded by the actuary from 
the actuarial valuation. 
 
Management Response 
 
This is the first year StanCERA has been made aware of the need for this reconciliation. StanCERA’s 
staff will implement a process to reconcile the member counts used by the actuary with the member data 
provided to them including analysis of any variances. 
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Current Year Status 
 
A reconciliation of the actuarial member count and StanCERA’s member count has not been performed 
as of fiscal year ending June 30, 2015. StanCERA staff intend on implementing this recommendation with 
the June 30, 2015 valuation. 
 
 
Agreed Upon Condition 2 – Completeness and Accuracy of Investment Related Disclosures 
 
Small Business Administration (SBA) and Governmental National Mortgage Association (GNMA) 
securities, totaling $4,089,857 and $1,895,922 respectively, were disclosed as not being rated by a 
nationally recognized statistical rating organization (NRSRO). The Association’s disclosure of N/R ratings 
was provided by the custodian bank. GASB Statement No. 40, Deposit and Investment Risk Disclosures 
– an Amendment of GASB Statement No. 3, paragraph 7, states that unless there is information to the 
contrary, obligations of the U.S. government or obligations explicitly guaranteed by the U.S. government 
are not considered to have credit risk and do not require disclosure of credit quality. SBA and GNMA 
securities are explicitly guaranteed by the U.S. Government and therefore do not require a credit quality 
disclosure and should be classified as not applicable or N/A.  The disclosure was subsequently revised to 
properly reflect the disclosure requirements for the SBA and GNMA securities explicitly guaranteed by the 
U.S. government. 
 
Additionally, we noted that the custodian bank reported Government Bond securities, totaling $218,000 
as not being rated by Standard and Poor’s (S&P), however had been rated by Moody’s Baa2. Question 
and answer 1.9.1 of the GASB Comprehensive Implementation Guide states that when multiple ratings 
exist and the government is aware of the different ratings, the rating indicative of the greatest degree of 
risk should be presented. The disclosure was subsequently revised to properly reflect the credit quality 
disclosure requirements for securities rated by an NRSRO (e.g. S&P). 
 
Recommendation 
 
Although the disclosures were corrected in the audited financial statements, MGO recommends that the 
Association reevaluate and refine current processes to ensure that investment disclosure data provided 
by the custodian bank is complete and accurate, which should include validating data on a sample basis 
using third-party vendor sources or obtaining supporting evidence from the custodian bank to validate the 
data. 
 
Management Response 
 
This is the first year with StanCERA’s custodial bank. The reports provided by the custodial bank were 
new to StanCERA’s staff. StanCERA’s staff will put processes in place to ensure the data provided by the 
custodial bank is complete and accurate. Processes will be put into place to validate the data provided for 
disclosure purposes. 
 
Current Year Status 
 
StanCERA staff has implemented this recommendation. All efforts are taken to ensure data received from 
the custodial bank is complete and accurate. 
 
 
Agreed Upon Condition 3 – Financial Reporting of Securities Lending Activities  
 
During our testing of securities lending activities, we identified several errors in the reported amounts in 
the draft financial statements.  
 

1. The Fair Value of Securities on Loan totaling $186,958,555 (i.e. the amount of securities on 
loan at June 30, 2014) was incorrectly reported as Securities Lending Collateral (i.e., the fair 
value of reinvested cash collateral) in the statement of net position. GASB Statement No. 28, 
Accounting and Financial Reporting for Securities Lending Transactions, paragraph 5 states 
that governmental entities should report securities lent (the underlying securities) as assets in 
their balance sheets.  
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2. The Fair Value of Reinvested Cash Collateral totaling $190,943,489 (i.e., the fair value of 
cash collateral subsequently invested) was incorrectly reported as Securities Lending 
Obligation (i.e., the cash collateral received from brokers) in the statement of net position. 
GASB Statement No. 28, paragraph 6 states cash received as collateral on securities lending 
transactions and investments made with that cash should be reported as assets.  

 
3. Cash Collateral Received totaling $190,507,537 (i.e., the cash due to borrowers) was 

incorrectly omitted from the statement of net position. GASB Statement No 28, paragraph 6 
states that liabilities from these securities lending transactions also should be reported in the 
balance sheet. 

 
Appendix B: Basis for Conclusions in GASB Statement No. 28 further explains that securities lent should 
remain in the government’s balance sheet (statement of fiduciary net position), as the government has 
beneficial ownership, that is, it retains the risks and rewards of changes in the value of the underlying 
securities during the term of the loan, has a contractual right to the income distributions, and retains the 
right to sell the securities. It further states that securities lending transactions with cash collateral should 
be accounted for in the balance sheet (statement of fiduciary net position) as financing transactions – 
reporting assets for the cash received (and subsequently invested) and liabilities to the borrowers to 
return the cash. These errors resulted in the Securities Lending Collateral being understated by $4.0 
million, the Securities Lending Obligation being overstated by $400 thousand, and Net Appreciation in 
Fair Value of Securities Lending Collateral being overstated by $4.4 million in the draft financial 
statements. These errors were subsequently corrected in the Association’s audited financial statements. 
 
Recommendation 
 
MGO recommends that StanCERA update policy and procedures to reflect the new custodian’s 
procedures for retrieving Securities lending Reports to properly reflect appropriate balances and notes 
disclosures. 
 
Management Response 
 
This is the first year with StanCERA’s custodial bank. The reports provided by the custodial bank were 
new to StanCERA’s staff. Unknown to staff, the original reports provided for the Securities Lending 
activity were not complete and were monthly averages rather than actual balances at month end. The 
journal entry was prepared and presented for review to the auditors who originally approved the 
transaction. During the audit process the auditors and staff became aware that the reports were not 
complete and requested the appropriate reports for the Securities Lending activity and subsequently 
made the corrections to the financial statements.  
 
StanCERA’s staff will implement procedures to ensure completeness and accuracy to ensure appropriate 
balances are reported and note disclosures are correct. 
 
Current Year Status 
 
StanCERA staff has implemented this recommendation. All efforts are made to ensure appropriate 
balances are reported and note disclosures are correct for the securities lending activity. 
 

******** 
 
This report is intended solely for the information and use of the Board of Retirement and management of 
StanCERA and is not intended to be, and should not be, used by anyone other than these specified 
parties. 
 
     BROWN ARMSTRONG  
     ACCOUNTANCY CORPORATION 
       
 
Bakersfield, California 
November 2, 2015 
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Mission 

StanCERA secures and manages investment funds to provide benefits to its members. 

Vision 

Ensuring tomorrow’s benefits through prudent management. 



Introductory 
Section 

“The Journey doesn’t start at the beginning, 
it begins at the end.” 

 - Author unknown - 





LETTER OF TRANSMITTAL 

November 2, 2015 

Board of Retirement 
Stanislaus County Employees’ Retirement Association 
Modesto, CA 95354 

Dear Board Members: 

Please find enclosed the Comprehensive Annual Financial Report (CAFR) of the Stanislaus County 
Employees’ Retirement Association (StanCERA or the Plan) for the fiscal years ended June 30, 2015 and 
2014. As of June 30, 2015, it is StanCERA’s 67th year of operations.  

The CAFR is a detailed financial report established by the Government Finance Officers Association (GFOA) 
for publicly disclosing the viability of a defined benefit public retirement system. The CAFR is intended to 
provide users with extensive reliable information for making management decisions, determining compliance 
with legal provisions, and demonstrates the responsible management and stewardship of StanCERA. 
StanCERA management is responsible for both the accuracy of the data and the completeness and fairness of 
the presentation of financial information within this CAFR, including all disclosures. 

StanCERA is a multiple employer public employees’ retirement system, established by the County of 
Stanislaus on July 1, 1948. StanCERA is operated and administered by the Board of Retirement (the Board) to 
provide retirement, disability, death and survivor benefits for its members under the California State 
Government Code, Section 31450 et seq. known as the County Employees Retirement Law of 1937 (CERL) 
and the Public Employees’ Pension Reform Act (PEPRA). 

StanCERA and Its Services 

StanCERA was established by Stanislaus County to provide retirement allowances and other benefits to 
general and safety members employed by Stanislaus County.  Currently, Stanislaus County and seven 
participating agencies are members of StanCERA.  The participating agencies are: 

City of Ceres 
Stanislaus Council of Governments  
Stanislaus County Superior Court 
East Side Mosquito Abatement District 
Hills Ferry Cemetery District 
Keyes Community Services District 
Salida Sanitary District 

Stanislaus County Employees’ Retirement Association 
832 12th Street, Ste. 600, Modesto, CA 95354 • PO Box 3150, Modesto, CA 95353 • www.stancera.org • 209-525-6393 • 209-558-4976 Fax 
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StanCERA and Its Services (continued) 

StanCERA is governed by the California Constitution; the County Employees Retirement Law of 1937 (CERL); 
Public Employees’ Pension Reform Act; and the bylaws, regulations, policies, and procedures adopted by the 
Board of Retirement.  The Stanislaus County Board of Supervisors may also adopt resolutions, as permitted by 
the CERL, which may affect benefits to Stanislaus County members. 

The Board of Retirement is responsible for the management of StanCERA and is comprised of nine members 
and two alternate members, one of whom is a safety alternate and the other a retiree alternate.  The safety 
alternate seat is not currently filled. Four members are appointed by the Stanislaus County Board of 
Supervisors, one member and the alternate safety member are elected by the safety members, two members 
are elected by the general members, while the retiree and alternate retiree member are elected by the retired 
members.  The Stanislaus County Treasurer serves as an ex-officio member.  Members, with the exception of 
the Stanislaus County Treasurer, serve three-year terms with no term limits. 

Financial Information 

The accompanying financial statements are prepared using the accrual basis of accounting.  Contributions 
from employers and members are recognized when received or when due pursuant to legal requirements.  
Benefits are recognized when due and payable in accordance with the terms of the plan. Expenses are 
recorded when corresponding liabilities are incurred regardless of when payment is due or made.  Investments 
are recorded at the fair value of the asset. 

An overview of StanCERA’s fiscal operations for the years ended June 30, 2015 and 2014, is presented in the 
Management’s Discussion and Analysis (MD&A) located in the financial section of the CAFR. This transmittal 
letter, together with the MD&A, provides an expanded view of the activities of StanCERA. 

Brown Armstrong Accountancy Corporation, StanCERA’s independent auditor, has audited the accompanying 
financial statements. Management believes an adequate system of internal control is in place and the 
accompanying statements, schedules, and tables are fairly presented and free from material misstatement.  
The concept of reasonable assurance recognizes that first, the cost of a control should not exceed the benefits 
likely to be derived, and that second, the valuation of the cost and benefits requires estimates and judgments 
by management.  

Internal control over financial reporting cannot provide absolute assurance of achieving financial reporting 
objectives because of its inherent limitations. Internal control over financial reporting is a process that involves 
human diligence and compliance and is subject to lapses in judgment and breakdowns resulting from human 
failures. Internal control over financial reporting also can be circumvented by collusion or improper 
management override. Because of such limitations, there is a risk that material misstatements may not be 
prevented or detected within a timely basis by internal control over financial reporting. However, these inherent 
limitations are known features of the financial reporting process. Therefore, it is possible to design safeguards 
into the process to reduce, but not eliminate, this risk. 
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Net Pension Liability and Actuarial Funding 

StanCERA’s funding objective is to meet long-term benefit obligations by maintaining a well-funded plan status 
and obtaining optimum investment returns.  Pursuant to the CERL, StanCERA engages an independent 
actuary to perform an actuarial valuation of the Plan on an annual basis.  Economic assumptions are normally 
reviewed every three years.  Additionally, every three years, a triennial experience study is conducted, at 
which time non-economic assumptions are also updated.  The most recent triennial experience study was 
conducted as of June 30, 2012 by Cheiron, Inc.  Cheiron, Inc. conducted the last actuarial valuation as of June 
30, 2014, the results of which were rolled forward to StanCERA’s fiscal year ended June 30, 2015, and 
determined the Plan’s funding ratio (ratio of fair value of assets to net pension liability) to be 86.1% using the 
recommended assumptions.   

Investments 

The Board of Retirement has exclusive control of all StanCERA investments and is responsible for establishing 
investment objectives, strategies, and policies.  The California Constitution and Government Code Sections 
31594 and 31595 authorize the Board of Retirement to invest in any investment deemed prudent in the Board’s 
informed opinion. 

The Board has adopted an Investment Policy, which provides a framework for the management of StanCERA’s 
investments.  This policy establishes StanCERA’s investment objectives and defines the duties of the Board of 
Retirement, investment managers, and custodial bank.  The asset allocation is an integral part of the 
Investment Policy and is designed to provide an optimum mix of asset classes with return expectations to 
ensure growth of assets to meet future liabilities, minimize employer contributions, and defray reasonable 
administrative costs.  StanCERA engages an Investment Consultant to analyze the investment policy and 
strategy and to conduct periodic asset allocation and asset/liability studies on behalf of StanCERA.  For the 
fiscal years ended June 30, 2015 and 2014, the Plan’s investments provided a 4.2% and 18.2% rate of return, 
respectively. A summary of the asset allocation can be found in the Investment Section of this report. 

Awards 

StanCERA is the recipient of several awards.  The Government Finance Officers Association of the United 
States and Canada (GFOA) awarded a Certificate of Achievement for Excellence in Financial Reporting to 
StanCERA for its Comprehensive Annual Financial Report (CAFR) for the year ended June 30, 2014. The 
Certificate of Achievement is a prestigious national award recognizing conformance with the highest standards  
for preparation of state and local government financial reports. This was the tenth consecutive year StanCERA 
has achieved this prestigious award. 

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable and 
efficiently organized Comprehensive Annual Financial Report (CAFR), the contents of which meet or exceed 
program standards. The CAFR must satisfy both generally accepted accounting principles and applicable legal 
requirements. 
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Awards (continued) 

A Certificate of Achievement is valid for a period of one year only. We believe our current report continues to 
conform to the Certificate of Achievement program requirements, and we are submitting it to the GFOA for 
evaluation. 

StanCERA received the Award for Outstanding Achievement in Popular Annual Financial Reporting for the 
fiscal year ended June 30, 2014. This report provides all StanCERA members more concise and condensed 
information than can be found in the CAFR. 

StanCERA also received the Public Pension Coordinating Council’s Public Pension Standards 2014 Award, in 
recognition of meeting professional standards for plan design and administration as set forth in the Public 
Pension Standards. 

The Public Pension Coordinating Council (PPCC) is a coalition of the following associations that represent 
public pension funds that cover the vast majority of public employees in the U.S.:  

• National Association of State Retirement Administrators (NASRA)
• National Council on Teacher Retirement (NCTR)
• National Conference on Public Employee Retirement Systems (NCPERS)

The Public Pension Standards are intended to reflect minimum expectations for public retirement systems 
management and administration, and serve as a benchmark by which all defined benefit public plans should be 
measured. 

Service Efforts and Accomplishments 

Written communication for members continues to be a focus for StanCERA.   Non retired members receive 
statements twice a year.  Retirees receive printed advice notices with critical information monthly and to 
communicate the financial health of the fund, an improved, easy-to-read Popular Annual Financial Report 
(PAFR) is distributed to all members annually.   

StanCERA sponsors a half day pre-retirement seminar to potential retirees annually, participates in the 
Stanislaus County new employee orientation workshop and continues to provide group educational programs 
at the work site for interested employees.  

In addition, StanCERA continues to increase its website presence.  Audio recordings of education seminars 
and Board meetings are available.  Meeting agendas and minutes are posted timely.  Policies, by-laws, 
member services and forms can be easily identified and downloaded. Members continue to visit the 
contribution and benefit calculators regularly.  
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The compilation of this report reflects the combined efforts of many people on StanCERA’s staff.  It is intended 
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I congratulate the Board, staff and service providers of StanCERA for their commitment and for their diligent 
work to ensure the continued successful operation of StanCERA. 

Sincerely, 

Rick Santos, CFA, ASA, MAAA 
Executive Director 
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StanCERA ORGANIZATIONAL CHART 
Effective 2015 

* Retirement Board utilizes private general legal counsel for administrative legal services.
Private attorneys provide legal assistance for disability retirement applications.
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Manager III Member and Employer 
Services 

Manager III 

Executive Assistant/Secretary 

Confidential Assistant IV 

Executive Director General Counsel * 

Member and Employer 
Services Specialist 

Confidential Assistant IV 

Member and Employer 
Services Technician 

Confidential Assistant III 

Member and Employer 
Services Specialist 

Confidential Assistant IV 

I.T. Coordinator 

Software Developer II 

Retirement Accounting 
Specialist 

Confidential Assistant IV

Retirement Accountant 

Confidential Assistant V 

Administrative Assistant 

Confidential Assistant III 

BOARD OF RETIREMENT 
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PROFESSIONAL CONSULTANTS 

JUNE 30, 2015 

Actuary 
Cheiron, Inc. 

Auditors 
Brown Armstrong  Accountancy Corporation 

Investment Custodian 
Northern Trust 

Investment Consultant 
Strategic Investment Solutions, Inc. 

Legal Counsel 
Damrell Nelson Schrimp Pallios 
  Pacher & Silva (General Legal Counsel) 
Law Office of Ted M Cabral 
Hansen Bridgett LLP 
Reed Smith LLP 

Technical & Data Services 
Tyler, Inc. 
SBT, County of Stanislaus 

Investment Management Services* 

Fixed Income 
Dodge & Cox 
PIMCO 

Large Cap Value Equity 
Dodge & Cox 
BlackRock R1000 Value 

Large Cap Growth Equity 
Jackson Square Partners 
BlackRock R1000 Growth 

Small Cap Value Equity 

Capital Prospects 

Small Cap Growth Equity 
Legato Capital Management 

International Equity 
LSV Asset Management (Value) 
Pyramis Global Advisors (Growth) 

Domestic Equity Index Funds 
Mellon Capital Management 

Real Estate  
Black Rock US Real Estate Index 
American Realty Advisors 
Greenfield Acquisition Partners VII LP 

Direct Lending 
Medley Opportunity Fund II LP 
Raven Capital Management, LLC 
White Oak Global Advisors, LLC 

Infrastructure 
North Haven Partners II LP 

*Refer to the Investment Section, page 57,
for the Schedule of Investment Management 
Fees. 
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GFOA Certificate of Achievement Award 
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GFOA Certificate of Achievement Award 
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P CP C
Public Pension Coordinating Council 

Public Pension Standards Award 
For Funding and Administration

2014 

Presented to 

Stanislaus County Employees' 
Retirement Association

In recognition of meeting professional standards for 
plan funding and administration as 

set forth in the Public Pension Standards. 

Presented by the Public Pension Coordinating Council, a confederation of 

National Association of State Retirement Administrators (NASRA) 
National Conference on Public Employee Retirement Systems (NCPERS) 

National Council on Teacher Retirement (NCTR) 

Alan H. Winkle 
Program Administrator
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Financial 
Section 

“What a wonderful thought it is that some of the 
best days of our lives haven’t happened yet.” 

 - Author unknown - 





INDEPENDENT AUDITOR’S REPORT 

To the Internal Governance Committee and Board of Retirement of 
Stanislaus County Employees’ Retirement Association 
Modesto, California 

Report on the Financial Statements 

We have audited the accompanying Statement of Fiduciary Net Position of the 
Stanislaus County Employees’ Retirement Association (StanCERA), as of June 30, 
2015, the Statement of Changes in Fiduciary Net Position for the fiscal year then 
ended, and the related notes to the financial statements, which collectively comprise 
StanCERA’s basic financial statements as listed in the table of contents. The financial 
statements of StanCERA as of and for the fiscal year ended June 30, 2014, were 
audited by other auditors, whose report dated November 6, 2014, expressed an 
unqualified opinion. 

Management’s Responsibility for the Financial Statements 

StanCERA’s management is responsible for the preparation and fair presentation of 
these financial statements in accordance with accounting principles generally 
accepted in the United States of America; this includes the design, implementation, 
and maintenance of internal control relevant to the preparation and fair presentation 
of financial statements that are free from material misstatement, whether due to fraud 
or error. 

Auditor’s Responsibility 

Our responsibility is to express opinions on these financial statements based on our 
audit. We conducted our audit in accordance with auditing standards generally 
accepted in the United States of America and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller 
General of the United States. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free 
from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor’s judgment, including the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the StanCERA’s 
preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the StanCERA’s internal control. 
Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
fiduciary net position of StanCERA as of June 30, 2015, and their changes in fiduciary net position for the 
fiscal year then ended in conformity with accounting principles generally accepted in the United States of 
America. 

Emphasis of Matter 

As discussed in Note 8 to the basic financial statements, the total pension liability of the participating 
employers as of June 30, 2015, was $295,155,755. The fiduciary net position as a percentage of the total 
liability as of June 30, 2015, was 86.1%. The actuarial valuations are very sensitive to the underlying 
actuarial assumptions, including a discount rate of 7.75%, which represents the long-term expected rate 
of return. Our opinion is not modified with respect to this matter. 

Additionally, as discussed in Note 2 to the financial statements, the financial statements include 
investments that are not listed on national exchanges or for which quoted market prices are not available. 
These investments include direct lending, private real estate, and investments in infrastructure. Such 
investments totaled $127,745,699 (6.1% of total assets) at June 30, 2015. Where a publicly listed price is 
not available, the management of StanCERA uses alternative sources of information including audited 
financial statements, unaudited interim reports, independent appraisals, and similar evidence to 
determine the fair value of the investments. Our opinion is not modified with respect to these matters. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis and required supplementary information as listed in the table of contents be 
presented to supplement the basic financial statements. Such information, although not a part of the basic 
financial statements, is required by the Governmental Accounting Standards Board, who considers it to 
be an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited 
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance. 

Other Supplementary Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise StanCERA’s basic financial statements. The other supplementary information and the 
introductory, investment, actuarial, and statistical sections, as listed in the table of contents, are 
presented for purposes of additional analysis and are not a required part of the basic financial statements. 

The other supplementary information is the responsibility of management and was derived from and 
relates directly to the underlying accounting and other records used to prepare the basic financial 
statements. Such information has been subjected to the auditing procedures applied in the audit of the 
basic financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the basic financial 
statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the other supplementary information is fairly stated, in all material respects, in relation to the basic 
financial statements as a whole. 
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The introductory, investment, actuarial, and statistical sections have not been subjected to the auditing 
procedures applied in the audit of the basic financial statements and, accordingly, we do not express an 
opinion or provide any assurance on them. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated November 2, 
2015, on our consideration of StanCERA’s internal control over financial reporting and on our 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 our 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 in considering StanCERA’s internal control over financial reporting and compliance.  

Report on Summarized Comparative Information 

The financial statements of StanCERA as of June 30, 2014, were audited by other auditors. Those 
auditors expressed an unmodified opinion on those audited financial statements in their report dated 
November 6, 2014. In our opinion, the summarized comparative information presented herein as of and 
for the fiscal year ended June 30, 2014, is consistent in all material respects, with the audited financial 
statements from which it has been derived. 

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

Bakersfield, California 
November 2, 2015 
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17 Financial Section

MANAGEMENT’S DISCUSSION AND ANALYSIS 

This discussion and analysis of the Stanislaus County Employees’ Retirement Association’s (StanCERA or the 
Plan) financial performance provides an overview of the financial activities and funding conditions for the fiscal 
years ended June 30, 2015 and 2014. Please review it in conjunction with the transmittal letter (page 3) and 
the Basic Financial Statements (beginning on page 25). 

Financial Highlights 

• Fiduciary Net Position increased by $41.3 million (or 2.31%) as a result of the fiscal year's activities.

• Contributions (employer and member), in total, increased by $8.2 million (or 11.92%).

• Net investment income (including Net Appreciation in Fair Value of Investments) decreased by $206.2
million (or 75.00%).

• Benefit payments increased by $6.8 million (or 7.33%) from the prior year.

Plan Highlights 

• Benefit plans for Tiers 2 and 3 were closed to new hires and Tiers 4 and 5 were adopted effective
March 9, 2002 to provide retirement formulas commonly known as 2% at age 55 for active general
members, and 3% at age 50 for active safety members. One district did not implement the new benefit
plans. Members in the non-contributory Tier 3 were allowed to transfer into a contributory plan.
Effective January 1, 2011, Tier 5 was closed and Tier 2 was re-opened for all new hires for Stanislaus
County with the reduced benefit formulas of 2% at age 61 for most general members and 2% at 50 for
safety members. Tier 2 was closed and Tier 6 was adopted effective January 1, 2013 for all new hires
and provides 2% at 62 for general members and 2.7% at age 57 for safety members.

• Effective January 1, 2010, the Revocable Health Benefits Subsidy was suspended.

• In April of 2015 and 2014, a 2.5% cost of living increase was given to all retired, disabled, and
beneficiary members receiving a recurring allowance except those retirees who received pensions for
service as a Tier 3 non-contributory member.

Using the Annual Report 

The financial statements reflect the activities of the Stanislaus County Employees’ Retirement Association and 
are composed of the Statements of Fiduciary Net Position (see page 25) and the Statements of Changes in 
Fiduciary Net Position (see page 26). These statements are presented on an accrual basis of accounting and 
reflect all trust activities as incurred. 
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Overview of the Basic Financial Statements 

This Management’s Discussion and Analysis is intended to serve as an introduction to StanCERA’s basic 
financial statements, which are comprised of the following three components: 

1. Statements of Fiduciary Net Position
2. Statements of Changes in Fiduciary Net Position
3. Notes to the Basic Financial Statements

StanCERA’s basic financial statements and the note disclosures to the basic financial statements are in 
compliance with accounting principles generally accepted for governments (GAAP) within the United States as 
established by the Governmental Accounting Standards Board. 

Financial Analysis 

Statements of Fiduciary Net Position 

The Statements of Fiduciary Net Position show the assets available for future payments to retirees and 
liabilities as of the fiscal year end. The following condensed comparative summary of Fiduciary Net Position 
demonstrates that the pension trust is primarily focused on the cash and investments and the restricted net 
position. This statement is also a good indicator of the financial strength of StanCERA.  

Fiduciary Net Position, as of 
June 30, 2015, 2014 and 2013 $ Change $ Change

2015 2014 2013 2015 - 2014 2014 - 2013
Current Assets 116,109,491$    71,222,397$      77,468,649$      44,887,094$      (6,246,252)$       
Investments 1,971,301,171   1,948,165,095   1,633,578,676   23,136,076        314,586,419      
Capital Assets 3,507,734          3,669,013          3,817,082          (161,279)            (148,069)            

Total Assets 2,090,918,396   2,023,056,505   1,714,864,407   67,861,891        308,192,098      
Total Liabilities 258,314,192      231,747,226      170,051,412      26,566,966        61,695,814        

Total Fiduciary Net Position 1,832,604,204$ 1,791,309,279$ 1,544,812,995$ 41,294,925$      246,496,284$    
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Financial Analysis (continued) 

Statements of Changes in Fiduciary Net Position 

The Statements of Changes in Fiduciary Net Position provide an account of the fiscal years’ additions to and 
deductions from Fiduciary Net Position. 

Additions To Fiduciary Net Position
For The Fiscal Years Ended 
June 30, 2015, 2014 and 2013 $ Change $ Change

2015 2014 2013 2014 - 2013 2013 - 2012
Employer Contributions 53,849,031$      46,763,996$      39,077,480$      7,085,035$        7,686,516$        
Plan Member Contributions 22,960,235        21,867,911        20,285,888        1,092,324          1,582,023          
Net Investment Income 68,722,781        274,896,108      189,988,287      (206,173,327)     84,907,821        

Total Additions 145,532,047$    343,528,015$    249,351,655$    (197,995,968)$   94,176,360$      

Deductions From Fiduciary Net Position
For The Fiscal Years Ended
June 30, 2014, 2013 and 2012

Benefit Payments 100,099,055$    93,266,904$      87,102,798$      6,832,151$        6,164,106$        
Member Refunds - Termination 1,542,566          1,515,567          1,115,209          26,999 400,358             
Member Refunds - Death 216,535             - 430,554             216,535             (430,554)            
Administrative Expenses 2,378,966          2,249,260          2,065,345          129,706             183,915             

Total Deductions 104,237,122$    97,031,731$      90,713,906$      7,205,391$        6,317,825$        

Increase in Fiduciary Net
Position Restricted for
Pension Benefits 41,294,925$      246,496,284$    158,637,749$    (205,201,359)$   87,858,535$      

Fiduciary Net Position Restricted 
for Pension Benefits
Beginning of Year 1,791,309,279   1,544,812,995   1,386,175,246   246,496,284      158,637,749      
End of Year 1,832,604,204$ 1,791,309,279$ 1,544,812,995$ 41,294,925$      246,496,284$    

Additions to Fiduciary Net Position 

A review of the Statement of Fiduciary Net Position shows that June 30, 2015 closed with assets exceeding 
liabilities by $1.833 billion with all of the Fiduciary Net Position restricted for StanCERA’s ongoing obligations to 
plan participants and their beneficiaries. The fiscal year ended June 30, 2014, closed with assets exceeding 
liabilities by $1.791 billion. The $41.3 million increase and $246.5 million increase, respectively, in Fiduciary 
Net Position is a direct result of the changes in the financial market over the past two years. StanCERA 
remains in good financial condition. 

The primary sources to finance the benefits StanCERA provides are accumulated through return on 
investments and through the collection of member and employer contributions. These income sources for fiscal 
year 2014-2015 resulted in a gain of $145.5 million, where fiscal year 2013-2014 resulted in a gain of $343.5 
million. This gain is primarily a result of growth in the broad market over the past two years, as discussed in the 
Investment Analysis below. Employer and member contributions increased by $8.2 million (or 11.91%) from
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Financial Analysis (continued) 

Additions to Fiduciary Net Position (continued) 

the contributions made in 2013-2014.  Employer contribution increases in 2015 and 2014 are due mainly to 
changes in economic and demographic assumptions and a change in funding methodology. 

Deductions from Fiduciary Net Position 

The primary uses of StanCERA’s assets are the payment of benefits to retirees and their beneficiaries, refunds 
of contributions to terminated employees, and the costs of administering the Plan. These expenses for fiscal 
year 2014-2015 were $104.2 million, an increase of $7.2 million from prior year. This increase is mainly due to 
the increase in the number of retirees and the average amount that they are paid. For fiscal year 2013-2014, 
these expenses were $97.0 million, an increase of $6.3 million from the prior year also due to an increase in 
the number of retirees and the average amount they are paid. For fiscal year 2014-2015, administrative 
expense increased by 5.8% over fiscal year 2013-2014. Total administrative expense represented 0.1058% of 
the accrued actuarial liability (funding basis) for fiscal year 2014-2015 and 0.1042% for fiscal year 2013-2014. 

Overall Financial Condition 

Investment Analysis 

StanCERA’s investment activity is a function of the underlying marketplace for the period measured and the 
investment policy’s asset allocation. 

Domestic equity returns for the fiscal year ended June 30, 2015 outperformed their benchmark by 70 basis 
points and international equity outperformed the benchmark by 160 basis points. Domestic equity returns for 
the fiscal year ended June 30, 2014 outperformed their benchmark by 100 basis points and international equity 
underperformed by 40 basis points. All major domestic indices rose over the past two years, as it appears the 
market continues to recover from the impact of the sub-prime lending crisis, the collapse of the housing 
market, and the decline in consumer confidence. 

StanCERA’s fixed income returns were constant and matched their benchmark of 1.9% for the fiscal year 
ended June 30, 2015. For the fiscal year ended June 30, 2014, the Plans’ fixed income returns outperformed 
their benchmark by 200 basis points. 

For the fiscal year ended June 30, 2015, StanCERA’s total portfolio outperformed its policy benchmark by 60 
basis points with an overall return of 4.2%.  For the fiscal year ended June 30, 2014, the portfolio outperformed 
its policy benchmark by 140 basis points with an overall return of 18.2%. The positive returns for fiscal year 
2015 continue to strengthen StanCERA’s financial position, and further enhance its ability to meet its 
obligations to the Plan participants and beneficiaries. 
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Overall Financial Condition (continued) 

Net Pension Liability 

The primary concern to most pension plan participants is the amount of resources available to pay benefits. 
Historically, pension plans have been under-funded when the employer fails to make actuarially determined 
contributions. All StanCERA employers have traditionally contributed the actuarially determined contribution as 
determined by the Plans’ actuary.  

An indicator of funding status is the ratio of the Fiduciary Net Position to the Total Pension Liability (TPL). An 
increase in the percentage over time usually indicates a plan is becoming financially stronger; however, a 
decrease will not necessarily indicate a plan is in financial decline. Changes in actuarial assumptions can 
significantly impact the Net Pension Liability (NPL). Performance in the stock and bond markets can have a 
material impact on the fair value of assets and Fiduciary Net Position. 

The Net Pension Liability (NPL) as of June 30, 2014, rolled forward to StanCERA’s fiscal year ended June 30, 
2015, was $295.2 million using the entry age normal cost method. The Board of Retirement approves the 
assumptions used by the actuary to perform their calculation. As of the most recent actuarial valuation dated 
June 30, 2014, rolled forward to June 30, 2015, StanCERA’s Fiduciary Net Position was 86.1% of the total 
pension liability. The next actuarial valuation is scheduled for June 30, 2015 to be rolled forward to fiscal year 
ended June 30, 2016. 

StanCERA’s Fiduciary Responsibilities 

StanCERA’s Board of Retirement and management staff are fiduciaries of the pension trust fund.  Under the 
California Constitution, the Fiduciary Net Position can only be used for the exclusive benefit of plan participants 
and their beneficiaries. 

Requests for Information 

This financial report is designed to provide the Board of Retirement, plan participants, taxpayers, investment 
professionals and creditors with a general overview of StanCERA’s financial condition and to demonstrate 
StanCERA’s accountability for the funds under its stewardship. 

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

Rick Santos, CFA, ASA, MAAA 
Executive Director 
Stanislaus County Employees’ Retirement Association 
832 12th Street, Suite 600 
Modesto, CA  95354 
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June 30, 2015 June 30, 2014
ASSETS

Cash and Cash Equivalents (Note 4): 71,553,166$      44,078,286$      

Receivables:
Interest and Dividends 6,057,937          5,829,241          
Securities Transactions 34,703,146        18,227,509        
Contributions (Note 3) 3,703,589          3,051,590          
Total Receivables 44,464,672        27,108,340        

Prepaid Insurance 91,653 35,771               

Capital Assets, net (Note 2): 3,507,734          3,669,013          

Investments at Fair Value (Note 4):
U.S. Government and Agency Obligations        243,696,994       270,703,895 
Corporate Bonds 188,801,726      197,641,123      
Municipal Bonds 19,279,799        22,318,375        
Emerging Market / Non-US Bonds 2,111,334          3,083,644          
Domestic Stocks        521,886,674       519,619,265 
Domestic Equity Index Fund        308,521,482       321,021,385 
International Equity        351,622,587       323,400,806 
Real Estate Securities          12,686,555         25,348,384 
Direct Lending        101,450,264         74,084,729 
Private Real Estate          17,021,773 - 
Infrastructure            9,273,662 - 
Securities Lending Collateral        194,948,321       190,943,489 
Total Investments 1,971,301,171   1,948,165,095   

Total Assets 2,090,918,396   2,023,056,505   

LIABILITIES

Current Liabilities:
Accounts Payable 9,951,045          10,031,091        
Securities Transactions 52,845,683        30,566,509        
Advance of Rents 174,143             247,089             
Securities Lending Obligation (Note 4) 194,948,321      190,507,537      
Total Current Liabilities 257,919,192      231,352,226      

Long-Term Liabilities:
Grant Deed Extension Fee 395,000             395,000             

Total Liabilities 258,314,192      231,747,226      

Fiduciary Net Position Restricted For Pension Benefits (Note 6) 1,832,604,204$ 1,791,309,279$ 

STANISLAUS COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
STATEMENTS OF FIDUCIARY NET POSITION

As of June 30, 2015 and 2014

Financial Section 
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June 30, 2015 June 30, 2014

ADDITIONS

Contributions (Note 5):

Employer 53,849,031$   46,763,996$      

Plan Members 22,960,235        21,867,911        

Total Contributions 76,809,266        68,631,907        

Investment Income:

Net Appreciation in Fair

   Value of Investments 32,674,635        238,280,563      

Interest and Dividends 43,216,684        44,870,019        

Total Investment Gain 75,891,319        283,150,582      

Net Income from Commission Recapture 45,354 31,360 

Less: Investment Expense (Note 4) (7,856,505)         (8,757,302)         

Net Investment Income 68,080,168        274,424,640      

Other Investment Income:

Net Litigation Recovery Income 18,275 256 

Borrower Fees 274 332 

Rental Income 123,252 123,252 

Net Other Investment Income 141,801 123,840 

Securities Lending Activities (Note 4):

Securities Lending Income 714,891 479,545 

Less: Securities Lending Expense (214,079) (131,917) 

Net Securities Lending Income/(Loss) 500,812 347,628 

Total Investment Income 68,722,781        274,896,108      

Total Additions 145,532,047      343,528,015      

DEDUCTIONS

Benefit Payments and Subsidies 100,099,055      93,266,904        

Member Refunds - Termination 1,542,566          1,515,567          

Member Refunds - Death 216,535 - 

Administrative Expenses (Note 2) 2,378,966          2,249,260          

Total Deductions 104,237,122      97,031,731        

Net Increase in Fiduciary Net Position 41,294,925        246,496,284      

Fiduciary Net Position Restricted for Pension Benefits (Note 6)

Beginning of Year 1,791,309,279   1,544,812,995   

End of Year 1,832,604,204$ 1,791,309,279$ 

STANISLAUS COUNTY EMPLOYEES' RETIREMENT ASSOCIATION

STATEMENTS OF CHANGES IN FIDUCIARY NET POSITION

For the Years Ended June 30, 2015 and 2014

The accompanying notes are an integral part of these financial statements.
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NOTES TO BASIC FINANCIAL STATEMENTS 
June 30, 2015 and 2014 

NOTE 1 - DESCRIPTION OF PLAN 

Description of System and Applicable Provisions of the Law 

The Stanislaus County Employees’ Retirement Association (StanCERA) is an integrated public employee 
retirement system established under and subject to the legislative authority of the State of California as 
enacted and amended in the County Employees Retirement Law of 1937 (Chapter 677 Statutes of 1937) and 
the Public Employees’ Pension Reform Act. It is a cost-sharing multiple-employer pension plan.  StanCERA 
was established by the Board of Supervisors on July 1, 1948, and was integrated with Social Security on 
January 1, 1956.   

Membership 

StanCERA consists of employees from the County of Stanislaus, East Side Mosquito Abatement District, Hills 
Ferry Cemetery District, Keyes Community Service District, City of Ceres, Salida Sanitary District, Stanislaus 
County Superior Court, and Stanislaus Council of Governments.  Each person entering employment full-time or 
permanent part-time (50% or more of the regular hours) becomes a member on the first day of employment. 
The structure of the Membership with StanCERA is as follows: 

General Safety Total General Safety Total
Active Members:

Vested & Non-vested 3,422 723 4,145 3,304 689 3,993
Total Active 3,422 723 4,145 3,304 689 3,993

Inactive Members:
Deferred Members 729 199 928 724 189 913
Unclaimed Contributions 233 37 270 161 21 182

Total Inactive 962 236 1,198 885 210 1,095

Retired Members:
Service Retirements 2,658 385 3,043 2,544 366 2,910
Disability Retirements 221 153 374 223 149 372
Survivor Payments 40 8 48 38 8 46

Total Retired 2,919 546 3,465 2,805 523 3,328

7,303 1,505 8,808 6,994 1,422 8,416Total Membership

June 30, 2014June 30, 2015

Active 

StanCERA has Tiers 1, 2, 3, 4, 5 and 6 for General Members and Tiers 2, 4, 5 and 6 for Safety Members. All 
tiers are closed with the exception of Tier 6 for both General and Safety Members. Members of the Plan 
receive a 100% vested interest in the Plan after 5 years of service, except Tier 3 which requires 10 years of 
service. 
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NOTE 1 – DESCRIPTION OF PLAN (continued) 

Benefits 

StanCERA provides for retirement, disability, death, beneficiary, cost-of-living, and ad-hoc retirement benefits. 

Service Retirement Benefit 

Members of Tiers 1, 2, 4, and 5 with 10 years of service, who have attained the age of 50, are eligible to retire. 
Tier 3 members are eligible to retire with 10 years of service at age 55. Tier 6 members are eligible to retire 
with 5 years of service at age 50 for Safety members, and age 52 for General members.  Members of Tier 1, 2, 
4, and 5 with 30 years of service (20 years for safety), regardless of age, are eligible to retire. The benefit is a 
percentage of monthly final average salary (FAS) per year of service, depending on age at retirement, and is 
illustrated below for representative ages. Government Code Section 31462 of the County Employees 
Retirement Law of 1937 defines the FAS as a member's average monthly compensation earned during 
any consecutive 12 months (applicable to members of Tier 1, 4, and 5).  Government Code Sections 
31462.1 and 7522.32 use the member's average monthly compensation earned during any 36 
consecutive months (applicable to members of Tier 2, 3, and 6).  For members integrated with Social Security, 
the benefit is reduced by 1/3 of the percentage shown below times the first $350 of the monthly final average 
salary per year of service credited after January 1, 1956. Tier 6 is not integrated with Social Security. 

Percentage of FAS: 

Age Tier 1 Tier 2 Tier 3 Tier 4 Tier 5 Tier 6 Tiers 1&2 Tiers 4&5 Tier 6

50 1.34       1.18       N/A 1.48       1.48       N/A 2.00       3.00       2.00       
55 1.77       1.49       0.68* 1.95       1.95       1.30       2.62       3.00       2.50       
60 2.34       1.92       1.14* 2.44       2.44       1.80       2.62       3.00       2.70       
65 2.62       2.43       2.00* 2.62       2.62       2.30       N/A N/A 2.70       

General Safety

* 1% of FAS for each year of service over 35 reduced by 1/35 of Social Security Benefits at age 65 not to exceed 35 years

Retiring members may choose from 4 different beneficiary retirement allowances. Most retirees elect to receive 
an unmodified allowance, which includes a continuation of 60% of the allowance to the retirees’ surviving 
spouse or registered domestic partner. 

Death Benefit-Before Retirement 

Employed Less Than 5 Years 

In addition to the return of contributions, a death benefit is payable to the member’s beneficiary or estate equal 
to 1 month of salary for each completed year of service under the retirement system, based on the final year’s 
average salary, not to exceed 6 months of salary (except Tier 3 members). 
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NOTE 1 – DESCRIPTION OF PLAN (continued) 

Death Benefit-Before Retirement (continued)  

Employed More than 5 Years 

If a member dies while eligible for service retirement or non-service connected disability, the spouse or 
registered domestic partner receives 60% of the allowance that the member would have received for 
retirement benefits on the day of his or her death (except Tier 3 members). 

If a member dies in the performance of duty, the spouse or registered domestic partner receives a monthly 
benefit of 50% of the member’s final average salary (except Tier 3 members). 

Death Benefit-After Retirement 

If a member dies after retirement, a burial allowance of $5,000 is paid to the beneficiary or estate (except Tier 
3 members). 

If the retirement benefit is for service-connected disability, 100% of the member’s allowance as it was at death 
is continued to the surviving spouse or registered domestic partner for Tiers 1, 2, 4, 5, and 6.  Tier 3 Members 
have no allowance continued to the surviving spouse or registered domestic partner.  

If the retirement benefit is for other than service-connected disability, 60% of the member’s allowance is 
continued to the surviving spouse or registered domestic partner for Tiers 1, 2, 4, 5, and 6, and 50% of the 
member’s allowance is continued to the surviving spouse or registered domestic partner if the unmodified 
option is chosen at time of retirement. 

Disability Benefit 

Members with 5 years of service, regardless of age, are eligible for non-service connected disability (except 
Tier 3 members). The benefit may be up to 1/3 of final average salary. If the disability is service connected, the 
member may retire regardless of length of service, and the benefit is 50% of final average salary (except Tier 3 
members). 

Cost of Living Benefit 

The current maximum increase in retirement allowance is 3% per year (except Tier 3). The increases are 
based on the change in the Bureau of Labor Statistics Consumer Price Index in the San Francisco Bay area 
from January 1 to December 31, effective the following April 1. 

Ad-Hoc Benefits 

Ad-hoc benefits are non-vested benefits which are determined by the Board of Retirement subject to funding 
availability. 
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NOTE 1 – DESCRIPTION OF PLAN (continued) 

Ad-Hoc Benefits (continued) 

No ad-hoc benefits are currently being paid (effective since January 1, 2010).  Changes in the excess earnings 
policy, approved by the Board of Retirement (Board) on May 25, 2012, placed additional restrictions on the 
Board of Retirement’s ability to grant these benefits. The greatest restriction currently is that the Plan must be 
100% funded on a market basis prior to funding any ad-hoc benefit. 

Contribution Rates 

The County Employees Retirement Law of 1937 establishes the basic obligations for employer and member 
contributions to the retirement system. The actual employer and member contribution rates in effect each year 
are based on recommendations made by an independent actuary and adopted by the Board of Retirement.  

StanCERA’s policy for contributions states that actuarially determined rates expressed as a percentage of 
annual covered payroll are required to finance the costs of benefits earned by plan members during the year, 
with an additional amount to finance any unfunded liability. Level percentage of payroll employer contribution 
rates are determined using the entry age actuarial cost method. For funding purposes, StanCERA also uses 
the level entry age normal cost method with the Unfunded Actuarial Accrued Liability (UAAL) to amortize the 
unfunded liability. StanCERA’s actuarially determined employer contribution rates for the years ended June 30, 
2015 and June 30, 2014 were 22.93% and 20.73%, respectively, of annual payroll. Employee contribution 
rates are based on age of entry for Tiers 1, 2, 4 and 5 and range between 4.83% and 9.34% for the fiscal years 
ended June 30, 2015 and June 30, 2014. Tier 6 employer rates are based on 50% of the total normal cost. Tier 
6 employee contribution rates are not based on age of entry and were a flat rate of $7.63% and 7.50%, 
respectively, for the fiscal years ended June 30, 2015 and June 30, 2014. 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Reporting Entity 

StanCERA is governed by the Board of Retirement and is considered an independent legal entity. StanCERA 
is a component unit of the County of Stanislaus and is being reported as a Pension Trust Fund in the County’s 
Financial Report in accordance with Governmental Accounting Standards Board (GASB) Statement No. 39, 
Determining Whether Certain Organizations Are Component Units – an Amendment of GASB Statement No. 
14. 

Basis of Accounting 

StanCERA follows GASB accounting principles and reporting guidelines. The financial statements are 
prepared on a full accrual basis of accounting, which recognizes income when earned and expenses when 
incurred. Contributions from employers and members are recognized when received or when due pursuant to 
legal requirements. Benefits and refunds are recognized when due and payable in accordance with the terms 
of each plan. 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Cash and Cash Equivalents 

Cash includes deposits with a financial institution and pooled cash with the Stanislaus County Treasurer. 
Pooled cash is reported at amortized cost, which approximates fair value. Income on pooled cash is allocated 
on StanCERA’s average daily balance in relation to total pooled assets. 

Investments 

The Board of Retirement has exclusive control of the investments of StanCERA. Statutes authorize the Board 
to invest, or to delegate the authority to invest, in any investment allowed by statute and considered prudent in 
the informed opinion of the Board. 

Investments are stated at fair value in accordance with GASB Statement No. 67, Financial Reporting for 
Pension Plans – an Amendment of GASB Statement No. 25.  Values for stocks, publicly traded bonds, issues 
of the U.S. Government and its agencies, and real estate securities are valued according to sale prices of 
recognized exchanges as of the fiscal year end, with international securities reflecting currency exchange rates 
in effect at June 30, 2015 and 2014.  Both domestic and international investments are denominated in U.S. 
currency. Direct Lending Partnerships, Private Real Estate and Infrastructure investments are valued using 
their respective Net Asset Value (NAV) and are audited annually. The most significant input into the NAV of 
such an entity is the fair value of its investment holdings. These holdings are valued by the partnerships on a 
quarterly basis and the assumptions are based upon the nature of the investment and the underlying business. 
The valuation techniques vary based upon investment type and involve a certain degree of expert judgment. 

Securities Transactions and Related Investment Income 

Securities transactions are accounted for on a trade date basis. Interest income is recognized when earned 
and dividend income is recognized on the ex-dividend date. Stock dividends or stock splits are recorded as 
memo items and do not affect the total value of the securities. 

Capital Assets 

Capital assets, consisting of software development, the purchase of a condominium interest in 1 floor of an 
office building, and office equipment are presented at historical cost. StanCERA occupies 60% of the 6th floor 
of the office building, and 40% has been developed as office space which is currently leased out. Total cost of 
the capital assets as of June 30, 2015 was $4,965,243 with accumulated depreciation of $1,445,961. 
Depreciation expense for the years ending June 30, 2015 and June 30, 2014 totaled $173,782 and $170,690, 
respectively. Depreciation is calculated using the straight-line method with an estimated life of 10 years for the 
software development, an estimated life of 99 years for the office space, an estimated life of 10 years for the 
leasehold improvements, and an estimated life of 5 years for office equipment. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Capital Assets (continued) 

CAPITAL ASSETS Net Balance at Reclassifications Reclassifications Less Net Balance at
June 30, 2014 & Additions & Deletions Depreciation June 30, 2015

Tenant Improvements 390,438$       -$  -$  -$                390,438$        
Tyler Software 348,278         - - 125,625      222,653          
Real Estate Occupied 1,726,876      - - 18,977        1,707,899       
Real Estate Leased 1,151,479      - - 12,654        1,138,825       
Leasehold Improvements 43,723           12,503 - 13,643        42,583            
Office Equipment 2,042             - - 817             1,225              
Audio Recording System 1,945             - - 1,296          649 
Security & Monitoring Equipment 4,232             - - 770             3,462              
TOTAL 3,669,013$    12,503$              -$  173,782$    3,507,734$     

CAPITAL ASSETS Net Balance at Reclassifications Reclassifications Less Net Balance at
June 30, 2013 & Additions & Deletions Depreciation June 30, 2014

Tenant Improvements 390,438$       -$  -$  -$                390,438$        
Tyler Software 473,903         - - 125,625      348,278          
Real Estate Occupied 1,745,853      - - 18,977        1,726,876       
Real Estate Leased 1,164,133      - - 12,654        1,151,479       
Leasehold Improvements 31,653           22,621 - 10,551        43,723            
Office Equipment 2,859             - - 817             2,042              
Audio Recording System 3,241             - - 1,296          1,945              
Security & Monitoring Equipment 5,002             - - 770             4,232              
TOTAL 3,817,082$    22,621$              -$  170,690$    3,669,013$     

Administrative Expenses 

StanCERA’s administrative expense is funded by the investment income and is limited to 0.21% of 
StanCERA’s Actuarial Accrued Liability (AAL) pursuant to Government Code Section 31580.2. The law 
provides exemption from the limitation for the cost of computer consultation, hardware, and software. Total 
administrative expenses for the years ending June 30, 2015 and 2014 were $2,378,966 and $2,249,260, 
respectively, of which $348,691 and $281,204, respectively, were not subject to the administrative expense 
limitation.  Administrative expenses subject to the limitation amounted to 0.1058% of AAL for the fiscal year 
ended June 30, 2015 and 0.1042% for the fiscal year ended June 30, 2014. 

Income Taxes 

StanCERA qualifies as a pension trust under Section 401(a) of the Internal Revenue Code.  No provision for 
income taxes has been made in the accompanying financial statement as the plan is exempt from Federal and 
State income taxes under the provisions of the Internal Revenue Code Section 501 and the California Revenue 
and Taxation Code Section 23701, respectively. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Management’s Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities, 
contingent assets and liabilities, revenue, and expenses as of the date of the financial statements.  Actual 
results could differ from those estimates. 

Reclassifications 

Certain fiscal year 2014 amounts have been reclassified to conform with the fiscal year 2015 presentation. 

NOTE 3 – CONTRIBUTIONS RECEIVABLE 

Contributions Receivable represents withdrawals from employees’ salaries and liabilities due by employers’ for 
retirement contributions for the month of June that were received in July. Contributions Receivable as of June 
30, 2015 and 2014 were $3,703,589 and $3,051,590, respectively. 

NOTE 4 – CASH AND INVESTMENTS 

The California State Constitution and the County Employees Retirement Law of 1937 give the Board the 
exclusive authority to invest the assets of StanCERA and the Board may, at its discretion, invest or delegate 
the authority to invest, such assets through the purchase, holding, or sale of any form or type of investment, 
financial instrument, or financial transaction when deemed prudent in the informed decision of the Board. 
StanCERA invests the assets according to a written Investment Policy established by the Board and currently 
employs external investment managers to manage the assets subject to the guidelines in the Investment 
Policy. 

Deposits in Stanislaus County Treasury 

Cash needed for StanCERA’s daily operational purposes is pooled with other County funds by the County 
Treasurer for short-term investment purposes. The County is responsible for the control and safekeeping of all 
instruments of title and for all investment of the pooled funds. Investments in the County Investment Pool are 
managed according to the Investment Policy established by the County and are subject to regulatory oversight 
by the County’s Treasury Oversight Committee. Participation in the County Investment Pool is not mandatory. 
The fair value of StanCERA’s cash invested with the County Treasurer totaled $8,873,432 and $9,993,564 at 
June 30, 2015 and 2014, respectively. Cash and investments included within the County Treasurer’s Pool are 
described in the County’s Financial Report. 
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NOTE 4 – CASH AND INVESTMENTS (continued) 

Investments 

Investment Policy – StanCERA’s policy in regard to the allocation of invested assets is established and may be 
amended by the Board. Plan assets are managed on a total return basis with a long-term objective of 
achieving and maintaining a fully funded status for the benefits provided through the pension plan. The 
following was StanCERA Board’s adopted asset allocation policy: 

June 30, 2015 June 30, 2014
Target Allocation Target Allocation

Domestic Equities 38.20% 38.20%

Internantional Equities 18.00% 18.00%

Fixed Income 29.80% 29.80%

Alternatives:

Direct Lending 7.50% 7.50%

Real Estate 3.50% 3.50%

Infrastructure 3.00% 3.00%

Cash 0.00% 0.00%

100.00% 100.00%

Asset Class

Rate of Return – For the year ended June 30, 2015 and June 30, 2014, the annual money-weighted rate of 
return on StanCERA’s investments was 4.20% and 18.20%, respectively. The money-weighted rate of return 
expresses investment performance, net of investment expense, adjusted for the changing amounts actually 
invested. 
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  The following is a schedule of StanCERA’s deposits and investments at fair value: 

Summary of Investments

June 30, 2015 June 30, 2014
Investments 

U.S. Government and Agency Obligations  $         243,696,994  $         270,703,895 
Corporate Bonds             188,801,726             197,641,123 
Municipal Bonds               19,279,799               22,318,375 
Emerging Market / Non-US Bonds 2,111,334 3,083,644 
Domestic Stocks             521,886,674             519,619,265 
Domestic Equity Index Fund             308,521,482             321,021,385 
International Equity             351,622,587             323,400,806 
Real Estate Securities               12,686,555               25,348,384 
Direct Lending             101,450,264               74,084,729 
Private Real Estate               17,021,773 - 
Infrastructure 9,273,662 - 
Securities Lending Collateral             194,948,321             190,943,489 

Subtotal          1,971,301,171          1,948,165,095 

Deposits and Short-Term Investments
Northern Trust:  Cash in Custodial Account               62,679,684               34,084,722 
Stanislaus County Treasury Investment Pool 8,873,482 9,993,564 

Subtotal               71,553,166               44,078,286 

Total Investments and Deposits  $      2,042,854,337  $      1,992,243,381 

Securities Lending Program 

The Board Investment Policy permits StanCERA to participate in a securities lending program. StanCERA 
lends bonds and equities to various brokers for collateral that will be returned for the same securities plus a fee 
in the future. Transactions are collateralized at 102% of fair value for domestic securities and 105% of fair 
value for international securities. Collateral received may include cash, letters of credit, or securities. Because 
the loans were terminable-at-will, their duration did not match the duration of the investments made with cash 
collateral. Either StanCERA or the borrower can terminate all securities loaned on demand. There are no 
restrictions on the amount of securities that may be lent. 

StanCERA’s custodial bank administers its securities lending program. The cash collateral is reported on the 
financial statements as an asset and as a liability of StanCERA while the non-cash collateral is reported neither 
as an asset nor a liability in accordance with GASB Statement No. 28. StanCERA does not have the ability to 
pledge or sell collateral securities delivered absent a borrower default.  The contract with the security lending 
agent requires them to indemnify StanCERA if the borrower fails to return the securities (or if the collateral is 
not sufficient to replace the securities lent) or if the borrower fails to pay StanCERA for income distributions 
while the securities are on loan.  

NOTE 4 – CASH AND INVESTMENTS (continued)
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NOTE 4 – CASH AND INVESTMENTS (continued) 

Securities Lending Program (continued) 

Investments made with cash collateral are classified by risk category. The average maturity of the loans is 1 

week and are rated at least “A1” or “P1” by 2 nationally recognized statistical rating organizations or if unrated, 

be determined by the bank to be of comparable quality. As of June 30, 2015 the fair value of securities on loan 

was $190.9 million with collateral received of $194.9 million and non-cash collateral of $16.1 million. As of June 

30, 2014, the fair value of the securities on loan was $186.3 million with collateral received of $190.5 million 

and non-cash collateral of $0.7 million. The difference between the Securities Lending Collateral of $190.9 and 

the Securities Lending Obligation of $190.5, as reported in the Statement of Fiduciary Net Position for fiscal 

year ending June 30, 2014, was reported as an unrealized gain for that fiscal year. 

As of June 30, 2015 and 2014, StanCERA had no credit risk exposure to borrowers because the amount 

StanCERA owes the borrower exceeds the amount the borrower owes StanCERA. StanCERA’s pro-rata share 

of net income derived from the security lending transactions during fiscal years 2015 and 2014 was $500,812 

and $347,628, respectively. These are separate investments made on StanCERA’s behalf and not 

StanCERA’s share of pooled investments. 

At June 30, 2015 and 2014 StanCERA had the following securities out on loan: 

Fair Value 

of Securities Collateral

June 30, 2015 on Loan Received

U.S. Equities 138,712,294$   141,491,770$   

U.S. Corporate Fixed 23,886,088 24,405,425 

U.S. Agencies 5,185,357 5,286,275 

U.S. Government Fixed 18,872,972 19,255,918 

Non-U.S. Equities 3,870,649 4,175,633 

Non-U.S. Corporate Fixed 324,184 333,300 

Total Securities 190,851,544$   194,948,321$   

Total Non-Cash Collateral 16,060,885 16,458,037 

Total 206,912,429$   211,406,358$   

Fair Value 

of Securities Collateral

June 30, 2014 on Loan Received

U.S. Equities 126,896,086$   129,774,375$   

U.S. Corporate Fixed 12,095,735 12,338,710 

U.S. Agencies 1,462,647 1,489,384 

U.S. Government Fixed 42,553,496 43,377,255 

Non-U.S. Equities 2,955,338 3,181,313 

Non-U.S. Corporate Fixed 337,059 346,500 

Total Securities 186,300,361$   190,507,537$   

Total Non-Cash Collateral 657,195 684,120 

Total 186,957,556$   191,191,657$   
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NOTE 4 – CASH AND INVESTMENTS (continued) 

Interest Rate Risk 

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an 
investment. Generally, the longer the maturity of an investment the greater the sensitivity of its fair value to 
changes in market interest rates. StanCERA’s average effective duration of all fixed income holdings, reflecting 
all instruments including Collateralized Mortgage Obligations and Asset-Backed Securities, must be 
maintained at plus or minus 1.5 years of the Barclays Aggregate Bond Index duration. For the year ending 
June 30, 2015, the Barclays Aggregate Bond Index was yielding 2.4% with an effective duration of 5.60 years. 
For the year ending June 30, 2014, the Barclays Aggregate Bond Index yielded 2.2% with an effective duration 
of 5.60 years. StanCERA had a yield of 1.70% and 2.60% for the fiscal years ended June 30, 2015 and June 
30, 2014, respectively, with an effective duration of 4.30 and 5.00 years, respectively. As of June 30, 2015 and 
June 30, 2014, the Stanislaus County pool had a fair value of $1.054 billion and $977 million, respectively, and 
a weighted average maturity of 526 days and 554 days, respectively. 

Highly Sensitive Investments are certain debt investments whose terms may cause their fair value to be highly 
sensitive to market interest rate changes. Terms include such variables as embedded options, coupon 
multipliers, benchmark indexes, and reset dates. StanCERA’s fixed income investments have embedded 
prepayment options that will typically cause prepayments by the obligees of the underlying investments when 
interest rates fall. Prepayments eliminate the stream of future interest payments and, therefore, diminish the 
fair value of the fixed income investment.  

The following table shows the effective duration of StanCERA’s fixed income investments by investment type. 

Effective Duration Effective Duration
Fixed Income Securities Fair Value (in years) Fair Value (in years)
U.S. Treasuries 48,801,075$           5.2 90,132,453$           3.6
Commercial Mortgage Backed Securities 6,436,813 2.0 7,108,273 2.4
Government Mortgage Backed Securities 150,354,982           2.8 154,319,004           2.6
Collateralized Mortgage Obligations 1,860,927 0.6 2,312,534 0.6
Federal Agency 8,042,654 5.1 6,619,685 3.8
Asset Backed Securities 23,895,212             2.2 10,211,946             2.0
Corporate Bonds 188,801,726           5.7 193,182,387           5.4
Municipal Bonds 19,279,799             7.1 22,318,375             7.9
Emerging Market / Non-U.S. Bonds 1,758,621 3.4 3,083,644 3.9
Total Fixed Income Securities 449,231,809$         489,288,301$         

No Effective Duration
Bank Loans 399,844 787,098 
Other Bonds 4,258,199$             3,671,638$             

Total Fixed Income Securities 453,889,853$         493,747,037$         

June 30, 2014June 30, 2015
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NOTE 4 – CASH AND INVESTMENTS (continued) 

Credit Risk 

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the investment. 
This is measured by the assignment of a rating by a nationally recognized statistical rating organization. Under 
StanCERA policy, the fixed income portfolio must have an average quality rating of A or better in the aggregate 
as measured by at least one credit rating service. In cases where credit ratings differ among rating agencies, 
the manager shall use the lowest of the ratings provided. StanCERA’s custodial bank provided ratings for 
Moody’s and Standard & Poor’s. Should the rating of a fixed income security fall below investment grade, the 
manager may continue to hold the security if they believe the security will be upgraded in the future, there is a 
low risk of default, and buyers will continue to be available throughout the anticipated holding period. The 
manager has the responsibility of notifying the Board whenever an issue falls below investment grade. 
Investment grade quality is defined as a Standard & Poor’s rating of BBB or higher. The notification should 
include the manager’s assessment of the issue’s credit rating and its ongoing role in the portfolio. The 
Stanislaus County pool and the short term investment funds held with fiscal agent are unrated. 

The following table shows the quality of StanCERA’s investments in fixed income securities. 

Percentage of Percentage of
S&P/Moodys Total StanCERA's Fixed Total StanCERA's Fixed
Credit Rating Fixed Income Income Securities Fixed Income Income Securities

Aaa / AAA 5.33% 24,191,353$           1.01% 4,984,176$             
Aa1 / AA+ 1.56% 7,098,779 0.82% 4,053,839 
Aa2 / AA 0.08% 354,562 0.45% 2,232,246 
Aa3 / AA- 0.25% 1,155,797 0.64% 3,137,092 
A1 / A+ 3.08% 13,988,713             2.37% 11,683,238             
A2 / A 0.38% 1,713,431 1.36% 6,733,102 
A3 / A- 3.64% 16,516,967             4.97% 24,529,431             

Baa1 / BBB+ 10.51% 47,686,102             6.44% 31,774,186             
Baa2 / BBB 11.63% 52,767,911             14.79% 73,016,341             
Baa3 / BBB- 7.98% 36,203,974             5.27% 26,040,765             
Ba1 / BB+ 2.70% 12,253,610             0.06% 313,264 
Ba2 / BB 4.51% 20,480,738             0.91% 4,471,624 
Ba3 / BB- 1.23% 5,604,519 1.85% 9,154,760 
B1 / B+ 1.25% 5,671,847 6.15% 30,358,252             
B2 / B 0.40% 1,829,076 0.29% 1,449,190 
B3 / B- 0.09% 390,128 0.25% 1,244,089 
CCC 0.03% 138,846 0.03% 160,255 
  N/R  33.53% 152,184,406           32.87% 162,293,056           

N/A 11.82% 53,659,094             19.47% 96,118,131             

Total 100.00% 453,889,853$         100.00% 493,747,037$         

N/R represents securities that are not rated.
N/A represents securities that are not applicable to the rating disclosure requirements.

June 30, 2015 June 30, 2014
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NOTE 4 – CASH AND INVESTMENTS (continued) 

Concentration of Credit Risk 

Concentration of Credit Risk is the risk of loss due to a large concentration of investments in any 1 issuer. 
Investments issued or explicitly guaranteed by the US Government and investments in mutual funds, external 
investment pools, and other pooled investments are exempt from the disclosure requirements. StanCERA’s 
policy requires that not more than 5% of the total stock portfolio, at fair value, may be held in the common 
stock of any one corporation. Not more than 5% of the outstanding shares of any one company may be held. 
Individual investment managers are to hold no more than 8% of the fair value of the manager’s entire stock 
portfolio in any one company’s stock. Not more than 25% of the stock at fair value may be held in any one 
industry category, as defined by StanCERA’s consultant, without special permission from the Board. With the 
exception of securities issued by the U.S. Government and its agencies, no single fixed income issue will 
represent more than 5% of the total portfolio as measured by the fair value at time of purchase. Holdings of 
any individual issue must be 5% or less of the value of the total issue. StanCERA is in compliance with its 
policy; however, as of June 30, 2015 and June 30, 2014, StanCERA had investments of $94,290,350 and 
$96,946,306, respectively, in a single issuer (Fannie Mae) which represented 5% or more of the Fiduciary Net 
Position and total investments. 

Custodial Credit Risk 

Custodial Credit Risk for deposits is the risk that, in the event of the failure of a depository financial institution, 
a government will not be able to recover its deposits or will not be able to recover collateral securities that are 
in the possession of an outside party. StanCERA does not have a formal policy for custodial credit risk for 
deposits. Under California Government Code, a financial institution is required to secure deposits in excess of 
$250,000 made by state or local government units by pledging securities held in the form of an undivided 
collateral pool. The fair value of the pledged securities in the collateral pool must equal at least 110% of the 
total amount deposited by the public agencies. California law also allows financial institutions to secure 
governmental deposits by pledging first deed mortgage notes having a value of 150% of the secure public 
deposits. Such collateral is held by the pledging financial institution’s trust department or agent in StanCERA’s 
name. At year end, StanCERA had no custodial credit risk exposure to any depository financial institution. All 
deposits are placed with a custodial bank. 

Custodial Credit Risk for investments is the risk that, in the event of the failure of the counter party (e.g., 
broker-dealer) to a transaction, a government will not be able to recover the value of its investment or collateral 
securities that are in the possession of another party. StanCERA does not have a formal policy for custodial 
credit risk for investments. Investment securities are exposed to custodial credit risk if the securities are 
uninsured, not registered in the governmental entity’s name, and held by the counter-party. StanCERA’s 
investment securities are not exposed to custodial credit risk because all securities held by StanCERA’s 
custodial bank are in StanCERA’s name.  
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NOTE 4 – CASH AND INVESTMENTS (continued) 

 

Foreign Currency Risk 

 

Foreign currency risk is the risk that changes in exchange rates may adversely affect the fair value of an 

investment. StanCERA’s external investment managers may invest in international securities and must follow 

StanCERA’s Investment Guidelines pertaining to these types of investments. At least 80% of all non-U.S. 

equity holdings at fair value shall be highly liquid securities issued by corporations headquartered in countries 

included in the Morgan Stanley Capital International All Country World (ACWI) ex-US Index. The maximum 

limit in any single country shall not exceed the greater of two times the country’s weighting in the MSCI ACWI 

ex-U.S. Index or 20% of the fair value of a portfolio managed on behalf of StanCERA. 

 

StanCERA’s exposure to foreign currency risk in U.S. dollars as of June 30, 2015 and 2014 is as follows: 

 

June 30, 2015 June 30, 2014

Currency Fair Value (in U.S. $) Fair Value (in U.S. $)

Australian Dollar 15,252,076$               18,367,182$               

Brazil Real 3,561,638                   1,155,975                   

British Pound 51,238,073                 -                                 

Canadian Dollar 22,185,017                 24,935,035                 

Chinese Yuan 13,771,436                 -                                 

Danish Krone 2,416,640                   1,834,612                   

Euro Currency 77,048,912                 76,597,681                 

Hong Kong Dollar 5,848,698                   11,914,037                 

Hungarian Forint 473,129                      -                                 

Indian Rupee 1,275,785                   -                                 

Indonesian Rupiah 567,705                      574,011                      

Israeli Shekel 2,524,807                   -                                 

Japanese Yen 57,429,741                 47,805,620                 

Korean Won 6,666,552                   -                                 

Malaysian Renggit 366,443                      415,280                      

Mexican Nuevo Peso 1,276,655                   1,019,558                   

New Israeli Shekel -                                 1,200,957                   

New Taiwan Dollar 5,878,817                   3,365,607                   

New Zealand Dollar 663,306                      671,860                      

Norwegian Krone 2,875,476                   3,022,249                   

Pound Sterling -                                 49,722,041                 

Russian Ruble 2,043,031                   -                                 

Singapore Dollar 4,856,971                   2,647,150                   

South African Rand 4,033,199                   4,888,710                   

South Korean Won -                                 6,412,812                   

Swedish Krona 7,277,093                   6,062,938                   

Swiss Franc 23,441,536                 19,115,125                 

Thailand Baht 1,354,440                   1,335,587                   

Turkish Lira 416,915                      478,114                      

US Dollar 36,878,496                 39,858,665                 

TOTAL 351,622,587$             323,400,805$             
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NOTE 4 – CASH AND INVESTMENTS (continued) 

Foreign Currency Risk (continued) 

American Depositary Receipts (ADR) are included in the U.S. Dollars. ADR represents underlying securities of 
non-U.S. companies traded on the US stock exchanges. Although the transactions are denominated in U.S. 
Dollars and not subject to foreign currency risk, these securities are reflected as part of the non-U.S. equities 
within International Equity Investments reported in the Statements of Fiduciary Net Position (page 25). 

Commitments to Direct Lending 

At June 30, 2015, StanCERA’s total capital commitments to direct lending partnerships was $125,000,000. Of 
this amount, $18,440,177 remained unfunded and is not recorded on StanCERA’s Statements of Fiduciary Net 
Position. 

Commitments to Private Real Estate 

At June 30, 2015, StanCERA’s total capital commitments to private real estate partnerships was $60,000,000. 
Of this amount, $44,405,630 was unfunded and is not recorded in StanCERA’s Statement of Fiduciary Net 
Position. 

Commitments to Infrastructure 

At June 30, 2015, StanCERA’s total capital commitments to infrastructure was $50,000,000. Of this amount, 
$39,917,937 was unfunded and is not recorded in StanCERA’s Statement of Fiduciary Net Position. 

Investment Expense 

Investment expense includes fees paid for investment consulting services, fund evaluation services, and 
securities custodian services.  Fees paid are charged against the StanCERA’s investment earnings pursuant to 
Government Code Sections 31596.1 and 31592.5. 

Investment Expense

June 30, 2015 June 30, 2014
Investment Managers 5,904,748$      7,234,638$      
Investment Consultants 170,000 170,000 
Custodial Fees 257,113 681,938 
Investment Attorney 55,077 65,364 
Other Investment Costs 1,359,060 453,798 
Actuarial Fees 110,507 151,564 

     Total Investment Expenses 7,856,505$      8,757,302$      
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NOTE 5 - CONTRIBUTIONS 

Contribution Rates 

The County Employees’ Retirement Law of 1937 establishes the basic obligations for employer and member 
contributions to the retirement plan. The actual employer and member contribution rates in effect each year are 
based on recommendations made by an independent actuary and adopted by the Board.  

StanCERA’s policy for employer contributions states that actuarially determined rates expressed as a 
percentage of annual covered payroll are required to accumulate sufficient assets to pay benefits when due. 
Level percentage of payroll employer contribution rates are determined using the entry age actuarial cost 
method. StanCERA also uses the level entry age normal cost method with an UAAL to amortize any unfunded 
liability. 

Member basic rates are based on a formula reflecting the age at entry into the Plan. For Tier 5 Safety, the 
rates are such as to provide an average monthly annuity at age 50 equal to 1/100 of the FAS. Tier 1 General 
Members pay rates that will provide an average annuity at age 60 of 1/100 of the FAS. Tier 4 General 
Members pay rates that will provide an average annuity at age 55 of 1/120 of the FAS. County (and former 
County agency) Safety and General Members in Tiers 1 and 4 pay one half of the aforementioned rates. 
General Members in Tier 2 pay rates to provide an average annuity of 1/120 of FAS at age 60. General 
Members in Tier 3 pay no member contributions. General Members in Tier 5 pay rates to provide an average 
annuity at age 55 of 1/120 of FAS.  Both General and Safety Tier 6 Members pay approximately half of the 
actuarial determined normal cost rate for the benefit. 

Member cost of living contributions, expressed as a percentage of their basic rates, are designed to pay for 
one-half of the cost of living liabilities for future service. For members integrated with Social Security, the above 
contributions are reduced by 1/3 of that portion of such contribution payable with respect to the first $350 of 
monthly salary. Member contributions are refundable upon termination from the retirement system. 

Contributions as a percentage of covered payroll for fiscal year ended June 30, 2015, are shown in the 
following table: 

Employer Member % of Covered
Employer Contributions Contributions Payroll
Stanislaus County 47,521,100$               20,251,731$               88.4070%
City of Ceres 3,393,450 1,419,228 5.5024%
Stanislaus Superior Court 2,405,640 1,092,251 4.9927%
Stanislaus Council of Governments 192,183 66,609 0.4033%
East Side Mosquito Abatement District 142,275 69,303 0.2873%
Salida Sanitary District 118,870 28,449 0.2401%
Keyes Commuinity Services District 43,946 18,823 0.1034%
Hills Ferry Cemetery District 31,567 13,841 0.0638%

53,849,031$               22,960,235$               100.0000%

Covered Payroll 237,263,160$             
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NOTE 6 – RESERVES 

As required by the County Employees Retirement Law of 1937 or the Board’s policies, the following reserves 
from Fiduciary Net Position Restricted for Pension Benefits must be established and used to account for the 
members’ (employees and retirees) contributions. 

Active Members’ Reserve 

This reserve represents the cumulative contributions made by active members (employees), after deducting 
refunds to the members, plus the investment earnings credited to the reserve at the assumed rate of return 
determined by the actuary. For 2015 and 2014, the actuarial assumed rate of return was 7.75%. Based on 
Retirement Board policy where the Plan is below 100% funded on a market basis, the percentage allocated to 
Active Member Reserves is capped at the actuarial assumed rate of return and will determine the semi-annual 
percent of interest to be posted to individual member account balances in the subsequent fiscal year.   

Employer Reserves 

These reserves represent the cumulative contributions made by the County and other employers. Interest 
earnings are credited to these reserves based on StanCERA’s excess earnings policy and will determine the 
semi-annual percent of interest to be posted to individual member account balances in the subsequent fiscal 
year.  

Upon the retirement of an active member, an actuarially determined amount of the member’s vested interest is 
transferred from the Employer Advance Reserves to the Retired Members’ Pension Reserve. 

Retired Members’ Reserves 

These reserves are established to account for the unpaid retirees’ pension benefits. Upon the retirement of an 
employee, member contributions plus the interest earnings credited to the member’s account are transferred 
from the Active Members’ Reserve account to the Retired Members’ Annuity and Cost of Living Reserve 
accounts.  

From these reserves, StanCERA pays the retiree benefits in an amount computed in accordance with the 
County Employees Retirement Law of 1937. Interest earnings are credited to this reserve based on 
StanCERA’s excess earnings policy. 

Retiree Burial Allowance Reserve 

The burial allowance reserve is a benefit the Board of Retirement offers which pays the family member of a 
deceased retiree a lump sum death benefit. This benefit is available for all retirees whose last work in a 1937 
Act Retirement System or California Public Employees Retirement System (PERS) was with StanCERA. 
Interest earnings are credited to this reserve based on StanCERA’s excess earnings policy. 
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NOTE 6 – RESERVES (continued) 

Contingency Reserve 

This optional reserve represents earnings in excess of the total interest credited to contributions of the 
employer and employee and is funded at a minimum 1% of total valuation reserves prior to excess earnings 
distribution (Government Code Section 31592). It is used as a reserve against deficiencies in interest earnings 
in other years, losses on investments, and other contingencies. The Board set this reserve to 1% in May 2012 
and it is reviewed and adjusted annually. 

Undistributed Earnings/(Losses) 

This “designation” account was established on June 30, 2003. It was used to minimize the impact of actuarial 
smoothing of assets and contains an accumulation of earnings or losses, which have not been distributed to 
any other reserve. This reserve has no undistributed earnings or losses as of June 30, 2015 and 2014. 

Other Reserves 

These reserves are for Retiree’s Special Cost of Living, Tier 3 Disability and Legal Contingencies.  

Reserve Account Balances are as follows: 

Reserve Account Balances

June 30, 2015 June 30, 2014

 Active Members' Reserve 411,024,475$    330,586,551$    
 Employer Advance Reserve 178,759,075 241,512,041 
 Employer Transfer from Non-Valuation Reserve 136,030,872 132,584,491 
 Retired Members' Reserve 1,080,276,531 1,062,313,234 
 Retiree Burial Allowance Reserve 6,505,733 6,640,791 
 Contingency Reserve 17,659,865 15,250,299 
 Other Reserves
     Revocable Health Benefit Subsidy - 117 
     Legal Contingency Reserve 2,345,086 2,417,378 
     Tier 3 Disability Reserve 2,567 4,377 

 Total Reserves 1,832,604,204$ 1,791,309,279$ 

NOTE 7 – LITIGATION 

StanCERA is a defendant in various lawsuits and claims arising in the ordinary course of its operations. 
StanCERA’s management and legal counsel estimate the ultimate outcome of such litigation will not have a 
material effect on StanCERA’s financial statements.  
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NOTE 8 – NET PENSION LIABILITY OF PARTICIPATING EMPLOYERS 

Actuarial Assumptions 

The actuarial assumptions used in the June 30, 2014 valuation were based on the results of an actuarial 
experience study for the period July 1, 2009 through June 30, 2012. Measurements as of the reporting date 
are based on the fair value of assets as of June 30, 2015, and the Total Pension Liability as of the valuation 
date, June 30, 2014, using update procedures to roll forward to StanCERA’s fiscal year end of June 30, 2015. 
There were no significant events between the valuation date and the measurement date, so the roll forward 
procedures only included the addition of service cost offset by actual benefit payments. 

The components of the Net Pension Liability of StanCERA at June 30, 2015 and June 30, 2014 were as 
follows: 

 June 30, 2015 June 30, 2014
Total Pension Liability 2,127,759,959$     2,024,376,761$     

Plan Fiduciary Net Position (1,832,604,204)     (1,791,309,279)     

Net Pension Liability 295,155,755$        233,067,482$        

Fiduciary Net Position as a percentage of the
       Total Pension Liability 86.1% 88.5%

The Total Pension Liability was determined based on the June 30, 2014 actuarial valuation rolled forward to 
June 30, 2015, using the following actuarial assumptions, applied to all periods included in the measurement: 

Valuation Date June 30, 2014

Investment Rate of Return 7.75%

Projected Salary Increases 3.50%, plus service-based rates

Attributed to Inflation 3.25%

Cost-of-Living Adjustments 100% of CPI to 3.0% annually 
with banking, 2.7% annual 
increases assumed

ACTUARIAL VALUATION ASSUMPTIONS

Post-retirement mortality rates were based on the RP2000 Combined tables projected to the year 2020 with 
adjustments for mortality improvements based on Scale AA.  

For pre-retirement mortality, withdrawal rates, disability rates and service retirement rates, the rates vary by 
age, gender, and classification. 
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NOTE 8 – NET PENSION LIABILITY OF PARTICIPATING EMPLOYERS (continued) 

The long-term defined benefit pension plan return expectations were determined using a building-block 

approach. An inflation forecast is the baseline and various real return premiums (e.g. bonds, equities, etc.) are 

added to create nominal return expectations for each asset class. These expectations are combined to 

produce the long-term expected rate of return by weighting the expected nominal rates of return by the target 

asset allocation percentages and including an expected return from rebalancing uncorrelated asset classes. 

Best estimates of geometric real rates of return for each major asset class included in the target asset 

allocation as of June 30, 2015 and June 30, 2014 are summarized in the following table: 

2015 2014

Long-Term Expected Long-Term Expected

Asset Class Real Rate of Return Real Rate of Return

Domestic Equities

US Large Cap 5.10% 5.30%

US Small Cap 5.50% 5.60%

International Equities

Int'l Development 5.70% 5.60%

Emerging Market Equity 6.50% 6.40%

US Fixed Income 0.50% 0.70%

Real Estate Securities 3.70% 3.90%

Direct Lending 3.00% 5.60%

Infrastructure 3.50% 3.70%

Cash -0.50% -0.70%

Discount Rate 

The discount rate used to measure the total pension liability was 7.75% as of June 30, 2015 and June 30, 

2014. The projection of cash flows used to determine the discount rate assumed that contributions from plan 

members will be made at the current contribution rate and that contributions from the employers will be made 

at contractually required rates, actuarially determined. Based on those assumptions, the pension plan’s 

fiduciary net position was projected to be available to make all projected future benefit payments of current 

plan members. Therefore, the long-term expected rate of return on pension plan investments was applied to all 

periods of projected benefit payments to determine the total pension liability.  
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NOTE 8 – NET PENSION LIABILITY OF PARTICIPATING EMPLOYERS (continued) 

Sensitivity of the Net Pension Liability to Changes in the Discount Rate 

The following presents the net pension liability of StanCERA calculated using the discount rate of 7.75%, as 
well as what the plan’s net pension liability would be if it were calculated using a discount rate that is one 
percentage point lower (6.75%) or one percentage point higher (8.75%) than the current rate: 

Current
1% Decrease Discount 1% Increase

(6.75%) Rate (7.75%) (8.75%)

June 30, 2015 Net Pension Liability 571,659,850$         295,155,755$       65,795,139$      
June 30, 2014 Net Pension Liability 498,955,783$         233,067,482$       12,742,703$      

Sensitivity of Net Pension Liability to Changes in Discount Rate

NOTE 9 – SUBSEQUENT EVENTS 

StanCERA has evaluated subsequent events through November 2, 2015, which is the date the financial 
statements were issued. The following subsequent events took place after June 30, 2015: 

On July 6, 2015, StanCERA funded Raven Opportunity Fund III LP $2,996,475. The capital commitment for 
this direct lending fund is $15,000,000. 

On September 29, 2015, StanCERA funded Prime Real Estate Fund $15,000,000. The capital commitment for 
this private real estate fund is $15,000,000. 
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REQUIRED SUPPLEMENTARY INFORMATION 

June 30, 2015 and 2014 

June 30, 2015 June 30, 2014

Total Pension Liability

Service cost 48,242,363$   46,209,346$  

Interest (includes interest on service cost) 154,850,353        147,384,248 

Changes of benefit terms - - 

Differences between expected and actual experience 2,148,638 - 

Changes of assumptions - - 

Benefit payments, including refunds of member contributions (101,858,156)       (94,782,471) 

Net change in total pension liability 103,383,198        98,811,123 

Total pension liability - beginning 2,024,376,761     1,925,565,638 

Total pension liability - ending 2,127,759,959$   2,024,376,761$  

Fiduciary net position

Contributions - employer 53,849,031$   46,763,996$  

Contributions - member 22,960,235          21,867,911 

Total investment income 68,722,781          274,896,108 

Benefit payments, including refunds of member contributions (101,858,156)       (94,782,471) 

Administrative expense (2,378,966)           (2,249,260) 

Net change in fiduciary net position 41,294,925          246,496,284 

Fiduciary net position - beginning 1,791,309,279     1,544,812,995 

Fiduciary net position - ending 1,832,604,204$   1,791,309,279$  

Net pension liability - ending 295,155,755$      233,067,482$  

Fiduciary net position as a percentage of the total 

pension liability 86.1% 88.5%

Covered employee payroll * 237,263,160$      221,863,110$  

Net pension liability as a percentage of covered 

employee payroll 124.4% 105.1%

Note: Data is not available for fiscal years ending June 30, 2006 through June 30, 2013.

* Aggregate covered payroll was provided by StanCERA for the FYE 2015. For previous years' amounts,

payroll was based on individual member pay data provided to the actuary.

Schedule of Changes in Net Pension Liability and Related Ratios
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REQUIRED SUPPLEMENTARY INFORMATION (continued) 

2015 2014 2013 2012 2011

Actuarially Determined Contributions 53,849$   46,764$   39,077$   41,614$   47,657$   

Contributions in Relation to the

Actuarially Determined Contributions 53,849        46,764        39,077        41,614        47,657        

Contribution Deficiency/(Excess) -$   -$   -$   -$   -$   

Covered Employee Payroll * 237,263$   221,863$   217,491$   215,057$   221,541$   

Contributions as a Percentage of

Covered Employee Payroll 22.70% 21.08% 17.97% 19.35% 21.51%

2010 2009 2008 2007 2006

Actuarially Determined Contributions 31,814$   23,411$   22,555$   32,563$   22,549$   

Contributions in Relation to the

Actuarially Determined Contributions 31,814        23,411        22,555        32,563        22,549        

Contribution Deficiency/(Excess) -$   -$   -$   -$   -$   

Covered Employee Payroll * 231,538$   248,316$   242,009$   N/A 212,011$    

Contributions as a Percentage of

Covered Employee Payroll 13.74% 9.42% 9.32% N/A 10.64%

Note: No actuarial valuation was done in 2007, therefore, no payroll to report.

* Aggregate covered payroll was provided by StanCERA for the FYE 2015. For previous years' amounts,

payroll was based on individual member pay data provided to the actuary.

Schedule of Employer Contributions

Last 10 Fiscal Years Ending June 30

(Dollar amounts in thousands)

2015 2014 2013 2012 2011

Annual money-weighted rate of 

 return, net of investment expense 4.20% 18.20% 14.50% 0.70% 22.90%

2010 2009 2008 2007 2006

Annual money-weighted rate of 

 return, net of investment expense 15.90% -16.40% -8.20% 16.80% 10.30%

Schedule of Investment Returns

Last 10 Fiscal Years Ending June 30
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NOTES TO REQUIRED SUPPLEMENTARY INFORMATION 

Changes of benefit terms 

There were no changes of benefit terms for fiscal year ended June 30, 2015. 

Changes of assumptions 

There were no changes in assumptions approved by the Board of Retirement for fiscal year ended June 30, 

2015. 

Methods and Assumptions Used in Calculations of Actuarially Determined Contributions 

The actuarially determined contribution rates in the schedule of employers contributions are calculated as of 

June 30, 2013, two years prior to the end of the fiscal year in which contributions are reported. The following 

actuarial methods and assumptions were used to determine contribution rates reported in that schedule: 

Valuation Date June 30, 2013

Actuarial Cost Method Entry Age Normal 

Amortization Method Level Percent of Pay

Remaining Amortization Period Closed period - 23 Years 

remaining as of the June 30, 

2013 valuation

Asset Valuation Method Actuarial value: Excess earnings 

smoothed over five years, 80% / 

120% corridor around market

Actuarial Assumptions

Investment Rate of Return 7.75%, net of investment expense

Projected Salary Increases 3.50%, plus service-based rates

Attributed to Inflation 3.25%

Cost of Living Adjustments 100% of CPI to 3.0% annually 

with banking, 2.7% annual 

increases assumed

Mortality Sex distinct RP 2000 Combined 

Mortality projected to 2020 using 

Scale AA

ACTUARIAL VALUATION METHODS AND ASSUMPTIONS
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OTHER SUPPLEMENTAL INFORMATION 

SCHEDULE OF ADMINISTRATIVE EXPENSES 
For the Years Ended June 30, 2015 and 2014 

June 30, 2015 June 30, 2014
Personnel Services:

Salaries and Employee Benefits 1,174,779$      1,114,873$      
Contract Wages 33,545 - 

Total Personnel Services 1,208,324 1,114,873 

Professional Services:
Computer and Software Services and Support 57,307 41,068 
Outside Legal Counsel 464,262 458,098 
Disability Hearing Officer/Medical Exams and Reviews 9,020 13,187 
External Audit Fees 58,992 34,163 
Stanislaus County Strategic Business Technology Dept 29,642 26,200 
Other Professional Services 904 38,497 

Total Professional Services 620,127 611,213 

Office Expenses:
Office Supplies 8,322 7,604 
Minor Equipment and Computer Supplies 4,907 4,496 
Stanislaus County Central Services and Mail Room 38,538 36,661 
Stanislaus County Support Services 93,888 95,757 
Requested Maintenance 22,313 18,267 
Communications 22,133 22,382 
Printing and Publications 7,961 2,002 
Other Office Expenses 19,388 19,961 

Total Office Expenses 217,450 207,130 

Miscellaneous:
Fiduciary and Staff - Education/Travel 63,494 47,607 
Fiduciary and Staff - Meetings/Other Travel 10,400 11,200 
Insurance 77,834 78,763 
Memberships 7,555 7,785 
Depreciation 173,782 170,689 

Total Miscellaneous 333,065 316,044 

TOTAL ADMINISTRATIVE EXPENSES 2,378,966$      2,249,260$      
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OTHER SUPPLEMENTAL INFORMATION 

SCHEDULE OF INVESTMENT MANAGEMENT FEES 
AND OTHER INVESTMENT EXPENSES 

For the Years Ended June 30, 2015 and 2014 

Schedule of Investment Management Fees and Other Investment Expenses

June 30, 2015 June 30, 2014
Investment Management Fees:

Domestic Stocks 2,679,412$     2,587,263$     
International Stocks 1,271,614 1,471,301 
Domestic Bonds 798,030 791,603 
Direct Lending 513,756 2,363,847 
Real Estate Securities & Special Situations 641,936 20,624 

Total Investment Management Fees 5,904,748 7,234,638 

Investment Consulting Fees 170,000 170,000 

Investment Custodian Fees 257,114 681,938 

Investment Legal Fees 55,077 65,364 

Investment Funding 1,349,345 453,798 

Other Investment Related Expenses 120,221 151,564 

TOTAL INVESTMENT EXPENSES 7,856,505$     8,757,302$     
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Investment 
Section 

“Today I close the door to the past, open the 
door to the future, take a deep breath and step on 

through to start the next chapter in my life.” 

 - Author unknown - 





Strategic Investment Solutions 

333 BUSH STREET, STE 2000 

SAN FRANCISCO, CALIFORNIA 94104 

TEL  415/362-3484 

FAX 415/362-2752 

STANISLAUS COUNTY EMPLOYEES RETIREMENT SYSTEM 

Summary 

Fiscal year ending June 30, 2015 saw a continuation in the rise of U.S. equities off of their lows from 

March 9, 2009 with the S&P 500 returning +7.4% for the period. StanCERA’s U.S. equity allocation 

generated a return of +8.0% for the fiscal year as compared to +7.3% for its custom policy index. 

International equities were negative for the fiscal year as uncertainties about the continent’s growth 

prospects as well as a potential Greek exit from the euro continued to rattled markets.  StanCERA’s 

International Equity managers combined to return -3.2% for the fiscal year, beating the -4.8% return for the 

MSCI All Country World Index ex-U.S. by +160 basis points. 

The U.S. Fixed Income market ended the fiscal year with a relatively conservative +1.9% return for the 

Barclays Aggregate Index.  Markets reacted to continued discussions surrounding a pending interest rate 

rise from the Federal Reserve sometime towards the end of calendar year 2015.  StanCERA’s Fixed Income 

portfolio matched its policy index with a return of +1.9% for the trailing one-year period. 

The Real Estate sector in the U.S. was once again positive for the fiscal year, with the Dow Jones US Select 

RESI index returning +5.2% for the period.  StanCERA’s rotation into more private investment vehicles 

aided relative performance for the fund as it beat the above index with a return of +9.7% for the year. 

As a diversified investor, StanCERA returned +4.2% for the fiscal year – beating its policy index return of 

+3.6%.  StanCERA ranked in the top quartile for the year (ranking 17
th

 percentile), thus continuing both its 

strong relative and absolute performance over longer trailing year periods. 

Investment Policy, Asset Deployment Policy and Performance Measurement Standards 

StanCERA periodically reviews and updates its policy statement.  The primary financial objective is to earn 

a long-term return sufficient to avoid deterioration in funded status.  The system’s actuary estimates this 

return requirement to be 7.75%.  Secondary goals are to outperform the asset allocation-weighted 

benchmark.  At quarterly intervals, the System reviews performance at the total fund, asset class and 

individual manager levels.  At each level, returns are evaluated versus appropriate indexes and peers.  

Comparisons with peers seek top forty percentile results. 

Investment Objectives 

Investment returns achieved through June 30, 2015 have been calculated using a time-weighted rate of 

return methodology based upon market values.  In fiscal year 2015, StanCERA met its management goals 

of ensuring sufficient funds available to pay vested benefits and maintain supplemental benefits, complying 

with applicable fiduciary standards, and adding marginal relative value.  

PERIODS ENDED 6/30/15 ONE YEAR THREE YEARS FIVE YEARS 

Domestic Equity 8.0% 19.1% 18.5% 

Russell 3000 7.3% 17.7% 17.5% 

Rank 28* 13 8 

Non-US Equity -3.2% 11.5% 9.3% 

MSCI ACWI ex US Index -4.8% 9.9% 8.2% 

Rank 53 40 49 

US Fixed Income 1.9% 3.4% 4.6% 

Barclays US Aggregate 1.9% 1.8% 3.3% 

Rank 39 33 53 

Real Estate 9.7% 13.2% 9.3% 

DJ US Select Real Estate 5.3% 10.8% 13.1% 

Investment Section 51



Strategic Investment Solutions 

Direct Lending 9.0% -- -- 

Custom Index (9% annual) 9.0% -- -- 

Total Fund 4.2% 12.2% 11.8% 

Policy Benchmark*** 3.6% 10.5% 10.7% 

Public Fund Median 3.2% 10.2% 10.3% 

Rank** 17 9 14 
*Ranking 1 is highest, 100 is lowest.
**Rankings source – InvestorForce universes. 

***Policy Benchmark is 37.3% Russell 1000 / 9.4% Russell 2000 / 18% MSCI ACWI ex US / 29.8% Barclays Aggregate / 1.5% DJ 

US Select RESI / 4% 9%-Annual. 

Returns for periods greater than one-year are annualized.  Results of all publicly traded investments are consistent with Global 

Investment Performance Standards (GIPS) as adopted by the CFA Board of Governors. 

Nathan A. Pratt, CFA 

Vice President 

Strategic Investment Solutions 

August 24, 2015 
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Actual Target
Asset Class Fair Value Allocation Allocation

Domestic Equities 830,408,155$    45.15% 38.20%
International Equities 351,622,587      19.12% 18.00%
Fixed Income 453,889,853      24.68% 29.80%
Real Estate Securities 29,708,328        1.62% 3.50%
Direct Lending 101,450,264      5.52% 7.50%
Infrastructure 9,273,662 0.50% 3.00%
Cash * 62,679,684        3.41% 0.00%

TOTAL PORTFOLIO** 1,839,032,534$ 100.00% 100.00%

* Excludes Pooled Cash in County Treasury of $8,873,482.
** Excludes Securities Lending Cash Collateral.

ASSET ALLOCATION
JUNE 30, 2015
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One Year Two Year Three Year Five Year
DOMESTIC EQUITY

Dodge & Cox 4.9% 15.5% 20.0% 17.8%
BlackRock R1000 Value 4.3% 13.6% 17.4% 16.6%

Russell 1000 Value Index 4.1% 13.5% 17.3% 16.5%
Jackson Square Partners 12.4% 20.3% 19.2% 20.5%
BlackRock R1000 Growth 10.6% 18.5% 18.0% 18.7%

Russell 1000 Growth Index 10.6% 18.5% 18.0% 18.6%
Capital Prospects 3.0% 13.7% 18.9% 17.1%

Russell 2000 Value Index 0.8% 11.1% 15.5% 14.8%
Legato Capital Management 12.4% 16.5% 19.6% 18.8%

Russell 2000 Growth Index 12.3% 18.4% 20.1% 19.3%
Mellon Capital Management 7.4% 15.7% 17.3% 17.3%

S&P 500 Index 7.4% 15.7% 17.3% 17.3%

FIXED INCOME
Dodge & Cox 1.9% 4.4% 3.8% 4.8%
PIMCO 1.5% 2.6% 1.6% 3.5%

Barclays Aggregate Index 1.9% 3.1% 1.8% 3.3%

INTERNATIONAL EQUITY
LSV Asset Management -4.6% 9.1% 11.4% 8.7%
Pyramis Global Advisors -1.9% 7.6% 10.8% 9.0%

MSCI ACWE ex US Index -4.8% 7.9% 9.9% 8.2%

REAL ESTATE
BlackRock US Real Estate Index 5.2% 9.2% N/A N/A

DJ US Select RESI TR USD 5.2% 9.2% N/A N/A
American Realty Advisors 8.8% N/A N/A N/A

NCREIF Property Index 6.8% N/A N/A N/A
Greenfield Acquisition Partners VII LP 1.9% N/A N/A N/A

NCREIF ODCE + 1% 7.9% N/A N/A N/A

DIRECT LENDING
Medley Opportunity Fund II, LLC 7.9% 7.4% N/A N/A
Raven Capital Management, LLC 5.2% 4.1% N/A N/A
White Oak Global Advisors, LLC 13.9% N/A N/A N/A

9% Annual 9.0% 9.0% N/A N/A

INFRASTRUCTURE
North Haven Partners II LP N/A N/A N/A N/A

TOTAL FUND 4.2% 11.0% 12.2% 11.8%
Policy Index 3.6% 10.0% 10.5% 10.7%

Note:  % taken from SIS Quarterly Report presented to Board of Retirement on 8/25/2015.
          Using time-weighted rate of return based on the market rate of return.
          Does not include Securitites Lending Collateral.

Investment Managers

SCHEDULE OF INVESTMENT RETURNS
Performance as of June 30, 2015 - Net of Fees
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Assets Under
Asset Class Management % of Fund

DOMESTIC EQUITY
Dodge & Cox Large Cap Value 182,540,863$         9.93%
BlackRock R1000 Value Large Cap Value 123,636,832           6.72%
Jackson Square Parytners Large Cap Growth 163,819,992           8.91%
BlackRock R1000 Growth Large Cap Growth 111,465,717           6.06%
Capital Prospects Small Cap Value 86,138,633             4.68%
Legato Capital Management Small Cap Growth 89,387,184             4.86%
Mellon Capital Management Large Core 73,418,933             3.99%

FIXED INCOME
Dodge & Cox Core Bond 363,389,033           19.76%
PIMCO Median Core Bond 90,500,821             4.92%

INTERNATIONAL EQUITY
LSV Asset Management Equity Value 175,671,839           9.55%
Pyramis Global Advisors Equity Growth 175,950,749           9.57%

REAL ESTATE
BlackRock US Real Estate Real Estate Index 12,686,555             0.69%
American Realty Advisors Private Real Estate 8,262,879 0.45%
Greenfield Acquisition Partners VII LP Private Real Estate 8,758,894 0.48%

DIRECT LENDING
Medley Opportunity Fund II, LLC Private Equity 32,981,403             1.79%
Raven Capital Management, LLC Private Equity 28,670,993             1.56%
White Oak Global Advisors, LLC Private Equity 39,797,868             2.16%

INFRASTRUCTURE
North Haven Partners II LP Infrastructure 9,273,662 0.50%

Total Assets Under Management 1,776,352,850        

Cash and Short-Term Investments 90 Day T-Bill 62,679,684             3.41%

Total Fund 1,839,032,534$      100.00%

Note:  Does not include Securities Lending Collateral.
          Does not include cash in Treasury Pool.

SCHEDULE OF INVESTMENTS BY ASSET CLASS AND MANAGER
As of June 30, 2015

Investment Managers
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LARGEST BOND HOLDINGS (BY FAIR VALUE) 
JUNE 30, 2015 

Shares Bond Fair Value
12,000,000           US TREASURY NOTES 0.25% DUE 10-15-2015 12,005,628$      
10,000,000           AMERICAN EXPRESS CR 1.49% DUE 04-15-2020 10,051,900        
6,500,000             FNMA SINGLE FAMILY MORTGAGE 3.5% 30 YEARS SETTLES AUGUST 6,681,292          
5,586,243             FEDERAL NATL MTG ASSN GTD MTG 5.0% DUE 09-01-2039 6,190,864          
6,000,000             US TREASURY NOTES 0.375% DUE 05-31-2016 6,004,218          
5,750,000             US TREASURY NOTES 0.875% DUE 02-28-2017 5,780,998          
5,180,000             FHLM CORP VAR RT 12-15-2043 5,707,070          
5,000,000             FNMA SINGLE FAMILY MORTGAGE 4.0% 30 YEARS SETTLES AUGUST 5,285,685          
5,100,000             FNMA SINGLE FAMILY MORTGAGE 3.0% 30 YEARS SETTLES AUGUST 5,067,824          
5,230,000             PVTPL VERIZON COMMUNICATIONS INC 4.272% DUE 01-15-2036 4,717,821          
4,324,657             FHLM CORP 4.5% 04-01-2044 4,671,577          
4,500,000             PVTPL RIO OIL FIN 6.25% DUE 07-06-2024 4,421,250          
4,250,000             US TREASURY NOTES  0.75% DUE 03-15-2017 4,264,943          
3,973,477             FHLM CORP ADJ RT 12-01-2044 4,095,860          
3,800,000             ROYAL BK SCOTLAND 6.125% DUE 12-15-2022 4,091,772          
4,016,985             FNMA REMIC FLTG RT DUE 11-25-2042 4,068,752          
3,250,000             CIGNA CORP 7.65% DUE 03-01-2023 4,052,939          
3,600,000             BAC CAP TR XI 6.625% DUE 05-23-2036 4,049,035          
3,302,000             HSBC HLDGS PLC 6.5% DUE 05-02-2036 3,926,844          
3,100,000             MAY DEPT STORES CO 6.65% DUE 07-15-2024 3,768,168          

LARGEST STOCK HOLDINGS (BY FAIR VALUE) 
JUNE 30, 2015 

Shares Stock Fair Value
79,575 CELGENE CORP 9,209,613$        

143,916 QUALCOMM INC 9,013,459          
142,242 EBAY INC 8,568,658          
125,375 VISA INC 8,418,931          
90,000 CAP 1 FNCL 7,917,300          

138,072 WELLS FARGO & CO 7,765,169          
81,475 MASTERCARD INC 7,616,283          
87,696 WALGREENS BOOTS ALLIANCE INC 7,405,050          
28,699 EQUINIX INC 7,289,546          

160,000 MICROSOFT CORP 7,064,000          
66,500 ADR NOVARTIS AG 6,539,610          
28,497 VALEANT PHARMACEUTICALS INTERNATIONAL INC 6,330,609          

210,005 HEWLETT PACKARD CO 6,302,250          
72,032 TIME WARNER INC 6,296,317          
35,068 TIME WARNER CABLE INC 6,248,066          

224,175 LIBERTY INTERACTIVE CORPORATION 6,220,856          
19,753 ALLERGAN PLC 5,994,245          
72,400 CROWN CASTLE INTL CORP 5,813,720          

175,000 SCHWAB CHARLES CORP 5,713,750          
99,600 ADR NOVO-NORDISK 5,454,096          

A complete list of portfolio holdings is available on StanCERA’s website at www.stancera.org or upon request. 

http://www.stancera.org/
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SCHEDULE OF INVESTMENT MANAGEMENT FEES 
For the Years Ended June 30, 2015 and 2014 

2015 2014

BlackRock  $      34,359  $      40,276 
Capital Prospects        725,918        696,304 

       356,026        348,930 
Jackson Square Partners        786,996        694,314 
Legato Capital Management        741,270        773,603 
Mellon Capital Management          34,843          33,836 

Total Domestic Equities     2,679,412     2,587,263 

LSV Asset Management        583,702        751,011 
Pyramis Global Advisors        687,912        720,290 

Total International Equities     1,271,614     1,471,301 

       427,276        434,142 
       370,754        357,461 

Total Fixed Income        798,030        791,603 

Real Estate
American Realty Advisors          45,873 - 
BlackRock US Real Estate Index          12,144 - 
Greenfield Acquisition Partners VII, LP        415,171 - 

Total Real Estate        473,188 - 

Direct Lending
Medley Opportunity Fund II, LLC        182,999        305,851 
Raven Capital Management, LLC        462,110        656,646 
White Oak Global Advisors, LLC      (131,353)     1,401,350 

Total Direct Lending        513,756     2,363,847 

North Haven Partners, LP Total Infrastructure        168,748          20,624 

Total Investment Management Fees     5,904,748     7,234,638 

       170,000        170,000 
257,114             681,938 

Investment Attorney 55,077                 65,364 
Investment Funding Costs 1,349,345          453,798 

120,221             151,564 
Total Other Investment Expenses     1,951,757     1,522,664 

 $ 7,856,505  $ 8,757,302 

International Equities

Domestic Equities

Dodge & Cox

Fixed Income

PIMCO

Other Investment Fees and Expenses

Infrastructure

Dodge & Cox

Total Investment Fees and Expenses

Consultant Fees
Custodial Fees

Miscellaneous Fees
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Commission Recapture Program 

StanCERA participates in a commission recapture program administered by ConvergEX Execution 
Soloutions, LLC. The strategic objective of the Commission Recapture Program is to recapture a portion 
of trade commissions paid to brokers. The primary goal is to ensure that investment managers provide the 
best effort to optimize use of StanCERA’s assets for the benefit of the members and beneficiaries by 
recapturing 65% or more of commissions paid on a specific percentage of trades sent to correspondent 
brokers on a timely basis. For fiscal years ending June 30, 2015 and 2014, Commission Recapture 
Income was $45,354 and $31,360, respectively (see page 26). 
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“The best thing about the future is that 
it comes one day at a time.” 

 - Abraham Lincoln - 
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SUMMARY OF ASSUMPTIONS AND FUNDING METHODS 

The following assumptions along with the post-retirement and pre-retirement demographic experiences are 
based on StanCERA’s actuarial experience study from July 1, 2009 through June 30, 2012. A review was also 
performed on the actuarial valuation as of June 30, 2012 and the actuarial experience study from July 1, 2009 
through June 30, 2012. The overall assessment from the review is that all major actuarial functions are being 
appropriately addressed. The rates produced by the June 30, 2013 valuation were adopted by the StanCERA 
Board of Retirement on March 25, 2014 and were effective July 1, 2014. The actuarial valuation for fiscal year 
ending June 30, 2014 will be effective beginning July 1, 2015. The methods and assumptions were selected by 
the actuary as being appropriate for StanCERA and were used in the latest actuarial valuation. 

Plan Description 

A summary of plan provisions can be found in Note 1 of the Notes to Basic Financial Statements. 

Actuarial Methods 

Actuarial Cost Method 

Annual contributions are computed under the Entry Age Normal Actuarial Cost Method, computed to the final 
decrement. A schedule of actuarially determined contributions compared to actual contributions can be found 
in the Required Supplementary Information section following the Notes to the Basic Financial Statements. 

The excess of the Actuarial Accrued Liability over Plan assets is the Unfunded Actuarial Accrued Liability. The 
liability for each valuation group is amortized as a level percentage of payroll over a closed period (23 years as 
of the current valuation). 

Actuarial Value of Plan Assets 

The Actuarial Value of Plan Assets is a modified fair value. The fair value of assets is adjusted to recognize, 
over a five-year period, differences between actual investment earnings and the assumed investment return. 
The Actuarial Value of Plan Assets is limited to no less the 80% and no more than 120% of the fair value. As of 
June 30, 2011, the Actuarial Value was reset to equal fair value. 

Valuation Date June 30, 2014 June 30, 2013

Actuarial Cost Method Entry Age Normal Entry Age Normal 

Amortization Method Level Percent of Pay Level Percent of Pay

Remaining Amortization Period 22 Years 23 Years

Asset Valuation Method Actuarial value: Excess 
earnings smoothed over 
five years, 80% / 120% 
corridor around market

Actuarial value: Excess 
earnings smoothed over 
five years, 80% / 120% 
corridor around market

ACTUARIAL VALUATION METHODS AND ASSUMPTIONS

. 
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Actuarial Assumptions 

1. Rate of Return – The annual rate of return is assumed to be 7.75% net of investment expenses.
2. Cost of Living – The cost of living is assumed to be 3.25% per year as measured by the Consumer

Price Index.
3. Administrative Expenses – An allowance of $2,100,000 has been included in the annual cost

calculation.
4. Interest Credited to Employee Accounts – 0.25% annually.
5. Increases in Pay – Base salary increase for County Safety is 13.40% for 2013 and 3.50% thereafter. All

other members base salary increase is 3.50% for 2013 and thereafter. Assumed pay increases for
active Members consist of increases due to salary adjustments (as noted above), plus service-based
increases due to longevity and promotion, as shown below.

Service Safety General
0 8.00% 4.00%
1 7.00% 4.00%
2 6.00% 4.00%
3 5.00% 4.00%
4 4.00% 4.00%

5-9 2.00% 2.00%
10-19 1.00% 1.00%
20-29 1.00% 0.50%
30+ 0.50% 0.50%

Longevity & Promotion Increases

6. PEPRA Compensation Limit – Assumption used for increasing the compensation limit that applies to
PEPRA members is 3.25%.

7. Post Retirement COLA – 100% of Consumer Price Index up to 3% annually with banking, 2.7% annual
increases assumed.

8. Social Security Wage Base – For projecting the Social Security Benefit, the annual Social Security
Wage Base increase is assumed to be 3.5% per year. General Tier 3 members have their benefits
offset by an assumed Social Security Benefit.

9. Internal Revenue Code Section 414 Limit – not reflected in the valuation for funding purposes.
10. Internal Revenue Code Section 401(a)(17) – not reflected in the valuation for funding purposes.
11. Family Composition – Women are assumed to be three years younger than men.

Gender Percentage
Males 90%

Females 50%

Percent Married

 

12. Accumulated Vacation Time Load – Active members’ service retirement and related benefits are loaded
by 2.5% for Safety Members and 3.5% for General Members.
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Actuarial Assumptions (continued) 

13. Rates of Separation – Separate rates of termination are assumed among Safety and General
Members. Termination rates do not apply once a member is eligible for retirement.

Safety
Service All Female Male

0 15.0% 14.0% 24.0%
1 15.0% 9.4% 14.0%
2 10.5% 7.9% 11.7%
3 10.0% 7.9% 9.4%
4 6.0% 7.1% 7.1%
5 3.7% 5.0% 5.0%
10 3.4% 3.5% 3.5%
15 1.9% 2.9% 2.9%
20 0.0% 1.5% 1.5%
25 0.0% 1.3% 1.3%

 30+ 0.0% 0.0% 0.0%

Termination (all types)
General

14. Withdrawal – Rates of withdrawal apply to active Members who terminate their employment and
withdraw their member contributions. 50% of all General Member terminations with less than ten years
of service and 20% of those with ten or more years of service are assumed to take a refund of
contributions. 35% of all Safety Member terminations with less than ten years of service and 10% of
those with ten or more years of service are assumed to take a refund of contributions.

15. Vested Termination – Rates of vested termination apply to active Members who terminate their
employment after five years of service and leave their member contributions on deposit with the Plan.
Tier 3 General Members are assumed to begin receiving benefits at age 65; all other General Members
at age 58. Safety Members are assumed to begin receiving benefits at age 53. 25% of vested
terminated General members are assumed to be reciprocal, and 50% of vested Safety members are
assumed to be reciprocal. Reciprocal members are assumed to receive 4% annual pay increases from
the date of transfer to the assumed retirement date.

16. Service Connected-Disability – Separate rates are assumed among Safety and General Members.
Rates for both sexes for Safety Members are combined.

Safety
Age All Female Male
20 0.0759% 0.0002% 0.0043%
25 0.1932% 0.0004% 0.0102%
30 0.3457% 0.0008% 0.0211%
35 0.5309% 0.0024% 0.0284%
40 0.7426% 0.0056% 0.0401%
45 1.1297% 0.0101% 0.0613%
50 1.5092% 0.0162% 0.0897%
55 1.7230% 0.0249% 0.1227%
60 0.0000% 0.0349% 0.1637%
65 0.0000% 0.0000% 0.0000%

General
Service-Connected Disability
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Actuarial Assumptions (continued) 

17. Non Service-Connected Disability - Separate rates are assumed among Safety and General Members.
Rates for both sexes for Safety Members are combined. Rates shown are applied after five years of
service.

Safety
Age All Female Male
20 0.0173% 0.0025% 0.0130%
25 0.0409% 0.0050% 0.0307%
30 0.0421% 0.0100% 0.0316%
35 0.0568% 0.0281% 0.0426%
40 0.0802% 0.0446% 0.0602%
45 0.1227% 0.0808% 0.0920%
50 0.1793% 0.1295% 0.1345%
55 0.2453% 0.1990% 0.1840%
60 0.0000% 0.2764% 0.2456%
65 0.0000% 0.0000% 0.0000%

General
Non Service-Connected Disability

18. Rates for Mortality for Healthy Lives – Rates of mortality for active Members are specified by the
Retired Pensioners (RP) 2000 tables published by the Society of Actuaries (projected from 2000 to
2020 using Scale AA).

Duty Death
Age Safety All Female Male
20 0.0150% 0.0138% 0.0235%
25 0.0189% 0.0156% 0.0308%
30 0.0254% 0.0216% 0.4020%
35 0.0357% 0.0381% 0.0699%
40 0.0564% 0.0522% 0.0919%
45 0.0885% 0.0814% 0.1161%
50 0.0703% 0.1189% 0.1487%
55 0.1055% 0.2314% 0.2469%
60 0.0000% 0.4573% 0.4887%
65 0.0000% 0.8780% 0.9607%
70 0.0000% 0.015145 0.016413

Mortality Rates
Ordinary Death - General & Safety



Actuarial Section 67 

Actuarial Assumptions (continued) 

19. Disabled Member Mortality - Specified by the Retired Pensioners (RP) 2000 tables published by the
Society of Actuaries projected from 2000 to 2020 using Scale AA set forward 7 years.

Age Female Male
45 0.1520% 0.1780%
50 0.3150% 0.3330%
55 0.6020% 0.6470%
60 1.1000% 1.2370%
65 1.8320% 2.0160%
70 2.9630% 3.6110%
75 4.8920% 6.8540%
80 8.8920% 12.0620%
85 14.8430% 20.3970%
90 21.0980% 28.8080%

Diabled Mortality Rates

20. Retired Member and Beneficiary Mortality - Specified by the Retired Pensioners (RP) 2000 tables
published by the Society of Actuaries projected from 2000 to 2020 using Scale AA.

Age Female Male
45 0.0810% 0.1160%
50 0.1190% 0.1490%
55 0.2310% 0.2470%
60 0.4570% 0.4890%
65 0.8680% 0.9610%
70 1.5140% 1.6410%
75 2.3930% 2.8540%
80 3.9870% 5.2650%
85 6.8660% 9.6240%
90 12.4000% 16.9280%

Retired Mortality Rates

21. Mortality Improvement – No mortality improvement is explicitly assumed. A margin is built in the
mortality assumption between the actual and expected number of deaths in order to assume some
future mortality improvements.
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Actuarial Assumptions (continued) 

22. Service Retirement – Assumed to occur among eligible members in accordance with the following
table.

Age Safety General
40-44 5.00% 0.00%
45-49 5.00% 0.00%

50 15.00% 5.00%
51 15.00% 4.00%
52 15.00% 4.00%
53 15.00% 5.00%
54 15.00% 6.00%
55 15.00% 10.00%
56 15.00% 10.00%
57 20.00% 10.00%
58 30.00% 12.00%
59 30.00% 15.00%
60 100.00% 18.00%
61 100.00% 18.00%
62 100.00% 30.00%
63 100.00% 25.00%
64 100.00% 25.00%
65 100.00% 40.00%
66 100.00% 30.00%
67 100.00% 30.00%
68 100.00% 30.00%
69 100.00% 30.00%
70 100.00% 100.00%

Rates of Retirement

23. Changes in actuarial assumptions – Last year’s valuation assumed employee accounts were credited
with 0.00% interest annually and the base salary increase was assumed to be 3.50% for all members
(no special increase for County Safety for 2014).

Participant data on active and inactive Members and their beneficiaries as of the valuation date was supplied 
by the Plan staff on direction of the Executive Director on electronic media. Member data was neither verified 
nor audited. 
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SCHEDULE OF ACTIVE MEMBER VALUATION DATA 
FOR FISCAL YEARS ENDED JUNE 30 

% Increase
Valuation Average (Decrease) in Number of 

Date Plan Type Number Annual Salary Annual Salary Average Salary Employers

6/30/2005 General 3,651    173,399,000$  47,494$           4.48%
Safety 687       38,282,000      55,723             -1.11%
Total 4,338    211,681,000$  48,797$           3.66% 8

6/30/2006 General 3,702    179,767,000$  48,559$           2.24%
Safety 689       40,001,000      58,057             4.19%
Total 4,391    219,768,000$  50,050$           2.57% 8

6/30/2008 General 3,719    230,942,000$  62,098$           27.88%
Safety 731       44,638,000      61,064             5.18%
Total 4,450    275,580,000$  61,928$           23.73% 8

6/30/2009 General 3,627    201,144,000$  55,457$           -10.69%
Safety 739       47,172,000      63,832             4.53%
Total 4,366    248,316,000$  56,875$           -8.16% 8

6/30/2010 General 3,464    202,200,198$  58,372$           5.26%
Safety 685       46,630,275      68,073             6.64%
Total 4,149    248,830,473$  59,974$           5.45% 8

6/30/2011 General 3,232    184,906,498$  57,211$           -1.99%
Safety 637       41,800,298      65,621             -3.60%
Total 3,869    226,706,796$  58,596$           -2.30% 8

6/30/2012 General 3,233    179,260,736$  55,447$           -3.08%
Safety 661       41,657,273      63,022             -3.96%
Total 3,894    220,918,009$  56,733$           -3.18% 8

6/30/2013 General 3,230    176,437,755$  54,625$           -1.48%
Safety 694       42,590,563      61,370             -2.62%
Total 3,924    219,028,318$  55,818$           -1.61% 8

6/30/2014 General 3,303    179,606,090$  54,377$           -0.45%
Safety 689       43,422,198      63,022             2.69%
Total 3,992    223,028,288$  55,869$           0.09% 8

Note: Actuarial valuation was not performed for fiscal year June 30, 2007. The total number of members differs 
         from the membership data in the notes to the financial statements due to actuary cleansing of the data.

Note: The annual salary presented here is annualized historical salary. The covered payroll shown in the Notes
          to the Basic Financial Statements is actual pensionable salaries. Salary shown in the schedule of
          Funding Progress is based on projected salary from the actuarial valuation.

Note: The employers participating in the Plan include Stanislaus County, Stanislaus County Superior Court, 
         City of Ceres and five small districts.
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SCHEDULE OF FUNDING PROGESS 
FOR YEARS ENDED JUNE 30 

Actuarial Actuarial Unfunded AAL
Valuation Valuation Accrued Liability Unfunded Funded Covered as a % of

Date Assets 1 (AAL) AAL Ratio Payroll Covered Payroll
6/30/2004 993,180,000$    1,035,345,000$ 42,165,000$      95.9% 199,963,000$    21.1%
6/30/2005 1,049,691,000   1,116,310,000   66,619,000        94.0% 211,681,000      31.5%
6/30/2006 1,154,048,000   1,329,375,000   2 175,327,000      86.8% 212,011,000      82.7%
6/30/2008 1,317,167,000   3 1,548,824,000   231,657,000      85.0% 242,009,000      95.7%
6/30/2009 1,171,767,000   1,653,716,000   481,949,000      70.9% 248,316,000      194.1%
6/30/2010 1,325,801,000   1,737,824,000   412,023,000      76.3% 231,538,000      178.0%
6/30/2011 1,372,046,000   1,757,717,000   385,671,000      78.1% 221,541,000      174.1%
6/30/2012 1,451,764,000   1,888,713,000   436,950,000      76.9% 215,057,000      203.2%
6/30/2013 1,524,076,000   1,919,227,000   395,151,000      79.4% 222,898,000      177.3%
6/30/2014 1,644,077,000   2,026,371,000   382,294,000      81.1% 235,092,377      162.6%

1 Excludes value of Non-Valuation Reserves.
2 The Accrued Liability as of June 30, 2006 was recomputed to reflect the change in Actuary and in the retirement,

       termination and refund assumptions.
3 Includes $50 million tranferred from Non-Valuation Reserves as of 6/30/2008.
Note: Actuarial valuation was not performed for year ended June 30, 2007.

RETIREES AND BENEFICIARIES ADDED TO 
AND REMOVED FROM RETIREE PAYROLL 

FOR YEARS ENDED JUNE 30 

Actuarial At Added Removed % Increase Average 
Valuation Beginning During Allowances During Allowances At End Retiree in Retiree Annual

Date of Year Year Added Year Removed of Year Payroll Payroll Allowance
6/30/2004 2,067     214 N/A 64 N/A 2,217     43,467,000$   13.30% 20,064$   
6/30/2005 2,217     99 4,210,853$    43 637,963$          2,273     47,423,000$   9.10% 20,682$   
6/30/2006 2,273     247 3,495,143$    75 700,133$          2,445     53,111,000$   12.00% 21,744$   
6/30/2008 2,445     369 9,084,777$    148 1,731,738$       2,666     63,296,000$   19.18% 23,742$   
6/30/2009 2,666     156 2,168,425$    71 647,870$          2,751     66,720,003$   5.41% 24,253$   
6/30/2010 2,751     159 3,349,900$    80 751,427$          2,830     71,464,735$   7.11% 25,334$   
6/30/2011 2,830     263 4,724,416$    78 1,194,042$       3,015     74,826,404$   4.70% 25,732$   
6/30/2012 3,015     226 3,565,634$    99 978,729$          3,142     80,157,222$   7.12% 26,737$   
6/30/2013 3,142     198 6,036,138$    91 1,144,584$       3,249     89,975,736$   12.25% 27,694$   
6/30/2014 3,249     222 6,703,273$    86 1,725,066$       3,385     96,405,454$   7.15% 28,480$   

Note:  Amounts for Allowances Added and Allowances Removed for year ending June 30, 2004 were not 
            available due to system constraints.
Note:  Actuarial valuation was not performed for year ended June 30, 2007.
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SOLVENCY TEST 
FOR YEARS ENDED JUNE 30 

Actuarial Accrued Liabilities (AAL) for: Portion of Accrued Liabilities
1 2 3 Covered by Reported Assets

Valuation Active Retirees & Active Members Actuarial Reported
Date Member Beneficiaries Employer Accrued Assets 1 2 3

Contributions Portion Liabilities
6/30/2004 166,806,000$  518,922,000$     349,617,000$  1,035,345,000$ 993,180,000$    100% 100% 88%
6/30/2005 205,556,000$  551,810,000$     358,994,000$  1,116,310,000$ 1,049,691,000$ 100% 100% 81%
6/30/2006 1 219,907,000$  619,109,000$     355,888,000$  1,194,904,000$ 1,154,048,000$ 100% 100% 89%
6/30/2008 2 272,657,000$  739,838,000$     536,329,000$  1,548,824,000$ 1,317,167,000$ 100% 100% 57%
6/30/2009 298,342,000$  781,082,000$     574,292,000$  1,653,716,000$ 1,171,767,000$ 100% 100% 16%
6/30/2010 323,940,000$  829,323,000$     584,561,000$  1,737,824,000$ 1,325,801,000$ 100% 100% 30%
6/30/2011 337,201,000$  897,384,000$     523,133,000$  1,757,717,000$ 1,372,046,000$ 100% 100% 26%
6/30/2012 351,569,000$  987,546,000$     549,598,000$  1,888,713,000$ 1,451,764,000$ 100% 100% 20%
6/30/2013 3 191,968,000$  1,065,792,000$  661,466,000$  1,919,227,000$ 1,524,076,000$ 100% 100% 40%
6/30/2014 193,301,000$  1,144,734,000$  688,335,000$  2,026,371,000$ 1,644,077,000$ 100% 100% 44%

1 Results recalculated, reflecting Level 1 assumption changes (new retirement, termination and withdrawal decrements) and new
      EFI EAN methodology.

2 Reflects tranfer as of June 30, 2008 of $50 million from Non-Valuation to Valuation Reserves.
3 Reflects change to include only refundable contribution balance.
Note:  Actuarial valuation was not performed for year ended June 30, 2007.

ACTUARIAL ANALYSIS OF FINANCIAL EXPERIENCE 
FOR YEARS ENDED JUNE 30 

Actuarial (Gains)/Losses
Plan Changes Changes in
Year Asset Liability in Plan Assumption/

Ending Sources Sources Total Provisions Methods
6/30/2005 26,573,640$     11,238,430$     37,812,070$     -$  -$                      
6/30/2006 (27,756,878)$   21,366,204$     21,366,204$     -$  (14,845,293)$    
*6/30/2007 86,178,774$     -$                      86,178,774$     -$  134,470,779$    
6/30/2008 (50,709,169)$   67,324,195$     67,324,195$     -$  -$  
6/30/2009 228,905,354$   12,996,828$     241,902,182$   -$  -$  
6/30/2010 (76,507,113)$   37,492,978$     37,492,978$     -$  (51,743,766)$    
6/30/2011 49,205,018$     (2,387,353)$      46,817,665$     -$  (72,085,966)$    
6/30/2012 (5,283,786)$     6,191,029$       907,243$          -$  52,606,350$      
6/30/2013 10,200,000$     8,500,000$       18,700,000$     -$  (63,400,000)$    
6/30/2014 (226,000,000)$ 6,100,000$       (16,500,000)$   -$  400,000$           

Note:  Actuarial valuation was not performed for year ended June 30, 2007.

A 10 year schedule of actuarially determined contributions compared to actual contributions can be 
found in the Required Supplementary Information to the Financial Statements on page 46. 
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“You are never too old to set another goal 
or to dream a new dream.” 

 - C. S. Lewis  - 
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STATISTICAL INFORMATION 

This section provides a multi-year trend of financial and demographic information to facilitate a more 

comprehensive understanding of this year’s financial statements, note disclosures, and supplementary 

information covering StanCERA’s Plan. The financial and operating information provides additional 

perspective, context, and detail for StanCERA’s Fiduciary Net Position, revenues and expenses by source, 

number of retirees by benefit type, payments made to retirees by benefit type, membership history, and the 

participating employers. The financial and operating trend information is located below and on the following 

pages. 

CHANGES IN FIDUCIARY NET POSITION 

Last Ten Fiscal Years ending June 30 

Additions To Fiduciary Net Position 2015 2014 2013 2012 2011

Employer Contributions 53,849,031$    46,763,996$    39,077,480$    27,314,032$    26,256,729$    

Plan Member Contributions 22,960,235        21,867,911        20,285,888        20,525,295        19,197,052        

Net Investment Income (Loss) 68,722,781        274,896,108      189,988,287      3,724,754          261,842,492      

Total Additions 145,532,047$    343,528,015$    249,351,655$    51,564,081$    307,296,273$    

Deductions From Fiduciary Net Position

Pension Benefits 100,099,055$    93,266,904$    87,102,798$    80,157,222$    74,826,404$    

Refunds 1,759,101          1,515,567          1,545,763          1,832,811          1,906,153          

Administrative Expense 2,378,966          2,249,260          2,065,345          2,144,748          2,037,167          

Total Deductions 104,237,122$    97,031,731$    90,713,906$    84,134,781$    78,769,724$    

Increase (Decrease) in Fiduciary

Net Position Restricted for

Pension Benefits 41,294,925$    246,496,284$    158,637,749$    (32,570,701)$     228,526,549$    

Fiduciary Net Position Restricted 

for Pension Benefits

Beginning of Year 1,791,309,279   1,544,812,995   1,386,175,246   1,418,745,946   1,190,219,397   

End of Year 1,832,604,204$ 1,791,309,279$ 1,544,812,995$ 1,386,175,245$ 1,418,745,946$ 

Additions To Fiduciary Net Position 2010 2009 2008 2007 2006

Employer Contributions 21,814,194$    23,410,965$    22,555,416$    32,562,514$    22,548,754$    

Plan Member Contributions 20,746,411        20,922,893        20,689,439        20,542,837        19,860,676        

Net Investment Income (Loss) 165,053,844      (221,031,397)     (121,409,123)     207,191,912      117,272,943      

Total Additions 207,614,449$    (176,697,539)$   (78,164,268)$     260,297,263$    159,682,373$    

Deductions From Fiduciary Net Position

Pension Benefits 71,464,735$    71,861,210$    67,785,111$    67,599,163$    58,129,898$    

Refunds 1,731,971          2,537,978          2,442,426          2,730,463          2,482,105          

Administrative Expense 2,307,436          2,080,130          2,044,286          1,980,926          1,598,700          

Total Deductions 75,504,142$    76,479,318$    72,271,823$    72,310,552$    62,210,703$    

Increase (Decrease) in Fiduciary

Net Position Restricted for

Pension Benefits 132,110,307      (253,176,857)     (150,436,091)     187,986,711      97,471,670        

Fiduciary Net Position Restricted 

for Pension Benefits

Beginning of Year 1,058,109,090   1,311,285,947   1,461,722,038   1,273,735,327   1,176,263,657   

End of Year 1,190,219,397$ 1,058,109,090$ 1,311,285,947$ 1,461,722,038$ 1,273,735,327$ 
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Data Source: 
CAFR Financial Section, Statement of Changes in Fiduciary Net Position 

Data Source: 
CAFR Financial Section, Statement of Changes in Fiduciary Net Position 
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Note: 2007 Benefit expenses include expenses for the post-Ventura Francis settlement.

Note:  Data does not include one-time payment for post-Ventura Francis settlement. 
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RETIRED MEMBERS BY BENEFIT TYPE
as of June 30, 2015

Service Service Connected Non-Service
Amount Monthly Benefit Total # Retirees Retirement Disability Disability Survivors

General Members
$0-500 364 345 3 10 6

501-1,000 503 447 2 33 21
1,001-1,500 504 426 29 44 5
1,501-2,000 368 317 39 9 3
2,001-2,500 305 271 30 2 2
2,501-3,000 200 189 8 3 0
3,001-3,500 145 141 2 0 2
3,501-4,000 122 119 3 0 0
4,001-4,500 91 88 2 1 0
4,501-5,000 64 63 1 0 0
over 5,000 253 252 0 0 1

Totals 2,919 2,658 119 102 40

Safety Members
$0-500 26 16 7 2 1

501-1,000 19 17 1 0 1
1,001-1,500 33 26 4 2 1
1,501-2,000 48 39 4 5 0
2,001-2,500 47 24 21 1 1
2,501-3,000 85 32 51 1 1
3,001-3,500 69 36 33 0 0
3,501-4,000 47 34 12 0 1
4,001-4,500 27 26 0 0 1
4,501-5,000 26 26 0 0 0
over 5,000 119 109 9 0 1

Totals 546 385 142 11 8

TOTALS 3,465 3,043 261 113 48

Data retrieved from StanCERA's data base.
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AVERAGE BENEFIT PAYMENTS
As of Fiscal Year End June 30

Beneficiaries Service Years Credited

& Dro's 0-5 5-10 10-15 15-20 20-25 25-30 30+

Fiscal Year Ending June 30, 2006
Average Monthly Benefit -              $618 $1,063 $1,176 $1,741 $2,322 $3,400 $4,341
Number of Active Retirees -              169          306          532          446          417          338          237          

Fiscal Year Ending June 30, 2007
Average Monthly Benefit -              $644 $1,102 $1,206 $1,796 $2,438 $3,562 $4,485
Number of Active Retirees -              170          321          568          466          424          345          251          

Fiscal Year Ending June 30, 2008
Average Monthly Benefit -              $382 $1,016 $1,284 $1,836 $2,594 $3,778 $4,599
Number of Active Retirees -              246          427          522          523          398          365          251          

Fiscal Year Ending June 30, 2009
Average Monthly Benefit $1,426 $627 $1,095 $1,257 $1,934 $2,641 $3,912 $5,332
Avg Final Average Salary $1,037 $3,053 $2,621 $2,332 $2,445 $2,586 $3,249 $4,547
Number of Active Retirees 365          159 312 528 425 390 325 253

Fiscal Year Ending June 30, 2010
Average Monthly Benefit $1,345 $602 $1,038 $1,171 $1,834 $2,550 $3,753 $5,172
Avg Final Average Salary $1,106 $3,177 $2,516 $2,322 $2,400 $2,486 $3,233 $4,192
Number of Active Retirees 366          157 330 536 434 405 318 270

Fiscal Year Ending June 30, 2011
Average Monthly Benefit $1,362 $621 $1,044 $1,192 $1,843 $2,581 $3,785 $5,260
Avg Final Average Salary $1,176 $3,840 $3,286 $2,862 $3,009 $3,364 $3,790 $5,232
Number of Active Retirees 389          169 350 574 454 424 331 298

Fiscal Year Ending June 30, 2012
Average Monthly Benefit $1,405 $596 $1,040 $1,212 $1,918 $2,654 $3,860 $5,152
Avg Final Average Salary $2,612 $4,848 $3,857 $3,620 $3,963 $4,393 $4,812 $5,815
Number of Active Retirees 383          176 366 606 484 446 335 320

Fiscal Year Ending June 30, 2013
Average Monthly Benefit $1,430 $657 $1,100 $1,295 $2,003 $2,792 $4,007 $5,309
Avg Final Average Salary $2,662 $5,058 $4,110 $3,748 $4,047 $4,516 $4,962 $5,872
Number of Active Retirees 387          195 376 634 498 469 344 331

Fiscal Year Ending June 30, 2014
Average Monthly Benefit $1,467 $651 $1,124 $1,354 $2,082 $2,836 $4,088 $5,427
Avg Final Average Salary $2,745 $5,272 $4,205 $3,927 $4,235 $4,596 $5,089 $5,948
Number of Active Retirees 389          206 394 680 524 488 353 349

Fiscal Year Ending June 30, 2015
Average Monthly Benefit $1,508 $638 $1,143 $1,403 $2,164 $2,938 $4,217 $5,566
Avg Final Average Salary $2,846 $5,627 $4,328 $4,055 $4,379 $4,675 $5,175 $6,047
Number of Active Retirees 399          222 407 699 551 511 375 360

Data for Beneficiaries & Dro's (Domestic Relations Orders) was not available until June 30, 2009 due to system constraints.
Data for Average Final Average Salary was not available until June 30, 2009 due to system contraints.
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Data Source: 
Data retrieved from StanCERA’s data base. 

 -
 1,000
 2,000
 3,000
 4,000
 5,000
 6,000

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Active Members 4,391 4,435 4,450 4,366 4,085 3,854 3,868 3,931 3,993 4,145
Inactive Members 886 1,093 1,062 1,044 1,075 1,042 1,032 1,028 1,095 1,198
Total 5,277 5,528 5,512 5,410 5,160 4,896 4,900 4,959 5,088 5,343

Membership History (Active & Deferred)
(for years ending June 30)

Data Source: 
Data retrieved from StanCERA’s data base.
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PARTICIPATING EMPLOYERS AND ACTIVE MEMBERS
with PERCENTAGE OF TOTAL SYSTEM
for years ended June 30

2015 2014 2013 2012 2011
Stanislaus County:

General Members 3,062    73.9% 2,963    74.2% 2,903    73.8% 2,852    73.7% 2,841    73.7%
Safety Members 643       15.5% 602       15.1% 606       15.4% 574       14.8% 553       14.3%

Total 3,705    3,565    3,509    3,426    3,394    

Participating Agencies:

Stanislaus County Superior Court 224       5.4% 212       5.3% 205       5.2% 229       5.9% 245       6.4%
City of Ceres 181       4.4% 181       4.5% 178       4.5% 173       4.5% 173       4.5%
East Side Mosquito Abatement District 8           0.2% 9           0.2% 10         0.3% 10         0.3% 11         0.3%
Hills Ferry Cemetery 3           0.1% 3           0.1% 4           0.1% 4           0.1% 4           0.1%
Keyes Community Services District 6           0.2% 6           0.2% 5           0.2% 6           0.2% 6           0.2%
Salida Sanitary District 7           0.2% 7           0.2% 7           0.2% 7           0.2% 7           0.2%
Stanislaus Council of Governments 11         0.3% 10         0.3% 13         0.3% 13         0.3% 14         0.3%

Total 440       428       422       442       460       

Total Active Membership 4,145    3,993    3,931    3,868    3,854    

2010 2009 2008 2007 2006
Stanislaus County:

General Members 3,013    73.8% 3,227    73.9% 3,313    74.4% 3,311    74.7% 3,330    75.8%
Safety Members 601       14.7% 658       15.1% 663       14.9% 660       14.9% 626       14.3%

Total 3,614    3,885    3,976    3,971    3,956    

Participating Agencies:

Stanislaus County Superior Court 252       6.2% 263       6.0% 254       5.7% 246       5.5% 232       5.3%
City of Ceres 178       4.4% 178       4.1% 186       4.2% 183       4.1% 172       3.9%
East Side Mosquito Abatement District 11         0.3% 11         0.3% 10         0.3% 10         0.2% 9           0.2%
Hills Ferry Cemetery 4           0.1% 4           0.1% 4           0.1% 4           0.1% 4           0.1%
Keyes Community Services District 6           0.1% 6           0.1% 6           0.1% 6           0.2% 5           0.1%
Salida Sanitary District 7           0.1% 6           0.1% 4           0.1% 4           0.1% 4           0.1%
Stanislaus Council of Governments 13         0.3% 13         0.3% 10         0.2% 11         0.2% 9           0.2%

Total 471       481       474       464       435       

Total Active Membership 4,085    4,366    4,450    4,435    4,391    

   Data retrieved from StanCERA's data base.
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