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LETTER OF TRANSMITTAL 

April 3, 2006 

Board of Retirement 
Tulare County Employees' Retirement Association 
136 N. Akers St. 
Visalia, CA 93291-5121 

Dear Board Members: 

It is with great pleasure that I submit the Comprehensive Annual Financial Report (CAFR) of the Tulare County 
Employees' Retirement Association (TCERA) for the years ended June 30, 2005 and 2004.  The year ended June 30, 
2005 marked TCERA's 60th year of operation.  Information contained in this report is designed to provide a complete and 
accurate review of the year's operations and is the responsibility of TCERA’s management.  The required financial 
statements have been prepared in accordance with generally accepted accounting principles.  Brown Armstrong 
Accountancy Corporation, independent auditor, has audited the financial statements.  Management believes that internal 
control is adequate and that the accompanying statements, schedules and tables are fairly presented. 

REPORT CONTENTS 

TCERA management is responsible for both the accuracy of the data and the completeness and fairness of the 
presentation of financial information, including all disclosures.  The annual report is presented in five sections: 

The Introductory Section includes TCERA’s Mission Statement, Commitment, Goals, this Letter of Transmittal, the 
Certificate of Achievement, a description of TCERA's management and organizational structure, and a listing of the 
professional services used. 

The Financial Section presents information regarding TCERA’s financial condition. This section contains the opinion of 
the independent auditor, Brown Armstrong Accountancy Corporation, Management’s Discussion and Analysis, the 
financial statements, required supplemental information, and other supplemental information. Your attention is directed 
to the narrative introduction, overview, and analysis found in Management’s Discussion and Analysis in this financial 
section. 

 The Investment Section presents information regarding TCERA’s investment program. All investments are made in 
accordance with the guidelines set forth in TCERA’s Investment Policy. This section contains the investment 
consultant’s statement produced by Summit Strategies Group, TCERA’s investment consulting firm, along with graphs 
and schedules regarding asset allocation, asset diversification, and history of performance. 

The Actuarial Section presents information regarding the actuarial condition of TCERA. This section includes the 
certification letter produced by the independent actuary, Buck Consultants, the funding status along with supporting 
schedules and other key actuarial information. 

 The Statistical Section presents general information regarding TCERA’s membership and operations over the past 
decade as required by the CAFR standards. This section contains schedules with comparative data related to active and 
deferred membership, retired membership, average monthly retirement benefits, revenues and expenses, and 
participating employers. 

COUNTY OF TULARE 
BOARD OF RETIREMENT

 David J. Kehler 
 Retirement Administrator

136 N. AKERS STREET 
VISALIA, CA  93291 

TELEPHONE  (559) 733-6576 
FAX  (559) 730-2631 



2 / TCERA

TCERA AND ITS SERVICES 

TCERA (also referred to as the Association) was established on July 1, 1945, to provide retirement allowances and 
other benefits to the safety and general members employed by Tulare County. On July 1, 1968 the Strathmore Public 
Utility District joined the employees of TCERA under the Association’s provisions. Effective January 1, 2004 the Tulare 
County Superior Court (TCSC) separated from the County of Tulare. TCERA established TCSC as a separate plan 
sponsor, which provides inclusion in membership for new employees while retaining the prior county employees with 
continuing membership. 

TCERA is governed by the California Constitution, the County Employees Retirement Law of 1937, and the bylaws, 
procedures and policies adopted by TCERA’s Board of Retirement. The Tulare County Board of Supervisors may also 
adopt resolutions, as permitted by the County Employees Retirement Law of 1937, which may affect benefits of TCERA 
members.

The Board of Retirement is responsible for determining TCERA’s investment objectives, strategies, polices, and general 
management of TCERA. The Retirement Administrator is accountable for TCERA’s operations and is an advisor to the 
nine member Board of Retirement. 

SERVICE EFFORTS AND ACCOMPLISHMENTS 

During this year our accomplishments have continued to reflect our goal of improving member services and 
communications through: 

 Change in Actuary to Buck Consultants. 
 The TCERA Board of Retirement approved a motion allowing for 5% of the plan’s assets to be invested in private 

equity and an additional 5% of assets to be invested in hedge funds. 
 TCERA’s fund had a total return of 11% for the period ending June 30, 2005 placing it in the 13th percentile of all 

public funds in the Independent Consultant’s Cooperative Universe. 

OTHER PROGRAMS AND SERVICES 

The Board of Retirement has approved additional cash benefit payments from the Supplemental Retiree Benefit 
Reserve (SRBR), which provide a higher level of assistance to current and future retired members.  The benefit 
improvements increase the regular retirement benefit by $16.00 per year of service, beginning with ten years of service 
and having a cap at twenty years of service.  Furthermore, the Board of Retirement provides for a cash continuance paid 
to survivors equal to 50% of what the original retiree was receiving as a monthly benefit from the SRBR at the time of 
his/her death.  The Board of Retirement has also approved an additional cost-of-living (COLA) adjustment for all retired 
members to apply when the purchasing power of the member’s original basic retirement allowance falls below 85%. 

MAJOR INITIATIVES 

 Installation of a new pension payroll system.  The new system is expected to be fully operational in September of 
2005.

 Begin work with TCERA’s Master Custodian (Mellon) to develop methods of streamlining the retirement plan’s 
financial reporting procedures and methods. 

MEMBERSHIP 

All permanent Tulare County, Strathmore Public Utility District, and Tulare County Superior Court employees working 
50% or more in a regular allocated position are members of the Association.  The Association's membership consists of 
General and Safety members who participate in one of the following three tiers: 

Tier 1 - Includes all members employed by the County on or before December 31, 1979. The county pays one-half of 
Tier 1 members’ normal contributions. Benefits are calculated using the highest average one-year salary. Tier 1  
members receive a maximum of 3% cost of living annually after retirement. 
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Tier 2 - Includes all members who have an employment date from January 1, 1980 through December 31, 1989. 
Benefits are calculated using the highest average three-year salary. Tier 2 members receive a maximum of 2% cost of 
living annually after retirement. 

Tier 3 - Includes all members who have an employment date on or after January 1, 1990. Benefits are calculated using 
the highest average three-year salary. Tier 3 members receive a maximum of 2% cost of living annually after retirement. 
All employees who joined TCERA on or after January 1, 1990 are subject to IRS Section 415 limits. 

The covered payroll for fiscal year ended June 30, 2005 and 2004 was $164,777,131 and $158,032,372 respectively, 
and total payroll was $186,084,852 and $176,471,514, respectively.  

TCERA's Membership

As of June 30, 2005 and 2004 2005 2004

Active Plan Participants (vested/non-vested) 3,897 3,873
Inactive Vested Participants 1,222 859

Service Retirees/Beneficiaries 1,323 1,261
Disability Retirees/Beneficiaries 198 191
Survivors 287 276

Total Retirees/Beneficiaries 1,808 1,728

Total Members 6,927 6,460

INVESTMENTS

General Authority

Article XVI, section 17 of the Constitution of the State of California provides that “Notwithstanding any other provisions of 
law or this Constitution, the Retirement Board of a public pension or retirement system shall have plenary authority and 
fiduciary responsibility for the investment of moneys and administration of the system…” 

Article XVI, Section 17(a) of the Constitution of the State of California provides that “the Retirement Board of a public 
pension or retirement system shall have sole and exclusive fiduciary responsibility over the assets…” 

Prudent Expert Duty 

Article XVI, Section 17(c) of the Constitution of the State of California, provides that “the members of the Retirement 
Board of a public pension or retirement system shall discharge their duties…. with the care, skill, prudence, and 
diligence under the circumstances then prevailing that a prudent person acting in a like capacity and familiar with these 
matters would use in the conduct of an enterprise of a like character and with like aim.” By permitting further 
diversification of investments within a fund, the prudent expert standard may enable a fund to reduce overall risk and 
increase returns. A summary of TCERA’s asset allocation can be found in the Investment Section of this report.  

The prudent expert rule permits the Board to establish investment policy based upon professional advice and counsel 
and allows for the delegation of investment authority to professional advisors. TCERA’s Investment Policy outlines the 
responsibility for the investments of the Fund and the degree of risk that is deemed appropriate for the Fund. Investment 
advisors are to carry out their responsibilities in accordance with the Board of Retirement’s policies and guidelines.  

For the fiscal years ended June 30, 2005 and June 30, 2004, TCERA’s investments provided an 11.0% and 18.0% rate 
of return respectively. TCERA’s annualized rate of return over the last three years was 10.7%. For the 5-year and 10-
year periods, the fund returned 4.8% and 11.0% annualized, respectively. 
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FINANCIAL INFORMATION 

Internal Control 

TCERA’s management is responsible for implementing and sustaining internal controls designed to provide prudent 
assurance regarding the protection of assets and the reliability of financial records. 

In developing and maintaining TCERA's accounting system, consideration is given to the adequacy of internal controls.  
Internal accounting controls are designed to provide reasonable, but not absolute, assurance regarding: (1) the 
safeguarding of assets against loss from unauthorized use or disposition; and (2) the reliability of financial records for 
preparing financial statements and maintaining accountability for assets.  The concept of reasonable assurance 
recognizes that: (1) the cost of a control should not exceed the benefits likely to be derived; and (2) the evaluation of 
costs and benefits requires estimates and judgments by management. 

All internal control evaluations occur within the above framework.  We believe that TCERA's internal accounting controls 
adequately safeguard assets and provide reasonable assurance of proper recording of financial transactions. 

Analysis

An overview of TCERA’s fiscal operations is presented in the Management’s Discussion and Analysis (MD&A) 
preceding the financial statements. This transmittal letter when taken into consideration with the MD&A provides an 
enhanced picture of the activities. 

CERTIFICATE OF ACHIEVEMENT 

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of 
Achievement for Excellence in Financial Reporting to TCERA for its comprehensive annual financial report for the fiscal 
year ended June 30, 2004. The Certificate of Achievement is a prestigious national award recognizing excellence in the 
preparation of state and local government financial reports.  

In order to be awarded a Certificate of Achievement, a government must publish an easily readable and efficiently 
organized comprehensive annual financial report. This report must satisfy both generally accepted accounting principles 
and applicable legal requirements. 

A Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive annual 
financial report continues to meet the Certificate of Achievement Program’s requirements and we are submitting it to 
GFOA to determine its eligibility for another certificate. 

ACKNOWLEDGMENTS 

The preparation of the annual report on a timely basis is made possible by the effective teamwork of TCERA staff. It is 
intended to provide concise and reliable information reflecting the Board’s management of its fiduciary responsibility to 
TCERA’s trust fund and participants. I would like to thank our contract auditor, Brown Armstrong Accountancy 
Corporation, for their guidance and assistance. 

On behalf of TCERA Board of Retirement and staff, I would like to take this opportunity to express our appreciation to 
the advisors, consultants, and to the many people who have worked so diligently to ensure the success of TCERA. 

Respectfully submitted, 

David J. Kehler 
Retirement Administrator  
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Retirement Specialist I
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Retirement Specialist I

Renee Smale
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Vacant
Retirement Supervisor

Ron Harbison
Accountant III

David Kehler
Retirement Administrator

Board of Retirement
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    Present term expires 12/31/2006
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Sheriff’s Department 
Elected by safety members 

       Present term expires 12/31/2006 

O. Gerald Fields, Member 
Treasurer-Tax Collector 

Ex-officio member

Patrick Pinkham, Member 
Appointed by the

Board of Supervisors 
Present term expires 12/31/2007

Roland Hill, Member 
Assessors Office 

Elected by general members 
Present term expires 12/31/2006

Ron Neve, Member 
Retired

Elected by retired members 
Present term expires 12/31/2007

Lita Blatner, Alternate 
Retired

Elected by retired members 
Present term expires 12/31/2007

Supervisor

Connie Conway, Member 
Appointed by the

Board of Supervisors 
Present term expires 12/31/2005 
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INDEPENDENT AUDITOR’S REPORT

To the Members of the Board of Retirement
Tulare County Employees’ Retirement Association

We have audited the accompanying statement of plan net assets of the Tulare County
Employees’ Retirement Association (TCERA) as of June 30, 2005 and 2004 and the
related statement of changes in plan net assets for the years then ended. These financial
statements are the responsibility of management of TCERA. Our responsibility is to
express an opinion 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 of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the plan net assets of the Tulare County Employees’ Retirement Association as
of June 30, 2005 and 2004 and its changes in plan net assets for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 2 to the financial statements, in 2005 TCERA adopted the
provisions of Governmental Accounting Standards Board (GASB) Statement No. 40,
Deposit and Investment Risk Disclosures, an amendment to GASB Statement No. 3.

The Management’s Discussion and Analysis and the required supplemental information
listed in the table of contents are not a required part of the basic financial statements but
is supplemental information required by the Governmental Accounting Standards Board.
We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of this
supplemental information. However, we did not audit the information and express no
opinion on it.

BROWN ARMSTRONG PAULDEN
MCCOWN STARBUCK THORNBURGH & KEETER

C e r t i f i e d  P u b l i c  A c c o u n t a n t s

Main Office
4200 Truxtun Ave., Suite 300
Bakersfield, California 93309
Tel 661.324.4971 Fax 661.324.4997
e-mail: bainfo@bacpas.com

Shafter Office
560 Central Avenue
Shafter, California 93263
Tel 661.746.2145 Fax 661.746.1218

Peter C. Brown, CPA
Burton H. Armstrong, CPA, MST
Andrew J. Paulden, CPA
Harvey J. McCown, CPA
Steven R. Starbuck, CPA
Aileen K. Keeter, CPA
Chris M. Thornburgh, CPA
Eric H. Xin, CPA, MBA

Lynn R. Krausse, CPA, MST
Bradley M. Hankins, CPA
Rosalva Flores, CPA
Connie M. Perez, CPA
Sharon Jones, CPA, MST
Diana Branthoover, CPA
Matthew Gilligan, CPA
Ryan Johnson, CPA
Hanna J. Sheppard, CPA

MEMBER of Public Company Accounting Oversight Board of the American Institute of Certified Public Accountants
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Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a 
whole. The other supplemental information as listed in the table of contents is presented for purposes of 
additional analysis and is not a required part of the basic financial statements of TCERA.  The other 
supplemental information as listed in the table of contents has been subjected to the auditing procedures 
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material 
respects in relation to the basic financial statements taken as a whole.  

In accordance with Government Auditing Standards we have also issued our report dated April 3, 2006, 
on our consideration of TCERA’s internal controls over financial reporting and our tests of its compliance 
with certain provisions of laws, regulations, contracts and grants.  That report is an integral part of an 
audit performed in accordance with Government Auditing Standards and should be read in conjunction 
with this report in considering the results of our audit. 

 BROWN ARMSTRONG PAULDEN 
 McCOWN STARBUCK THORNBURGH & KEETER 
 ACCOUNTANCY CORPORATION 

Bakersfield, California 
April 3, 2006 
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Financial Section
FINANCIAL STATEMENTS

Management’s Discussion and Analysis 

We are pleased to provide this overview and analysis of the financial activities of the Tulare County Employees’ 
Retirement Association (TCERA) for the fiscal year ended June 30, 2005. We encourage readers to take into account 
the information presented here in conjunction with additional information that we have furnished in the Letter of 
Transmittal beginning on page 1 in this report. 

Financial Highlights 

 At the close of the fiscal year 2005, the net assets of TCERA were $802,633,354. The net assets of TCERA are 
held in trust for payment of pension benefits to participants and their beneficiaries and all of the net assets are 
available to meet TCERA’s ongoing obligations. 

 TCERA’s total net assets held in trust for pension benefits increased by $66,862,323, or 9.09 percent, primarily 
as a result of an increase in the market value of investments.  

 TCERA’s funding objective is to meet long-term benefit obligations through contributions and investment 
income. As of June 30, 2005, the date of the last actuarial evaluation, the funded ratio for TCERA was 95.4 
percent. In general, this indicates that for every dollar of benefits due we had approximately $0.954 of assets 
available for payment as of that date. 

 Revenues (additions to Plan Net Assets) for the fiscal year were $103,295,885, which includes employer 
contributions of $10,541,792, employee contributions of $11,771,012, lease income of $49,562, and a net 
investment gain of $80,933,519. 

 Expenses (deductions in Plan Net Assets) increased from $32,551,553 to $36,433,562 over the prior year, or 
approximately 11.93 percent. Most of the increase was due to an increase in benefits paid over the prior year. 

Overview of the Financial Statements 

The following discussion and analysis are intended to serve as an introduction to TCERA’s financial statements, which 
are comprised of these components: 

1. Statement of Plan Net Assets  
2. Statement of Changes in Plan Net Assets 
3. Notes to the Financial Statements 

Please note, however, that this report also contains other supplementary information in addition to the basic financial 
statements themselves. 

The Statement of Plan Net Assets is a snapshot of account balances at year-end. It indicates the assets available for 
future payments to retirees and any current liabilities that are owed at this time. 

The Statement of Changes in Plan Net Assets, conversely, provides a view of the current year additions to and 
deductions from the plan. 

Both statements are in compliance with Governmental Accounting Standard Board Statements (GASB) 
Pronouncements 25, 28, 33, 34, and 41.  These pronouncements require certain disclosures and also require the state 
and local governments to report using the full accrual method of accounting. TCERA complies with all material 
requirements of these pronouncements.  

The Statement of Plan Net Assets and the Statement of Changes in Plan Net Assets report information about TCERA’s 
activities. These statements include all assets and liabilities using the full accrual basis of accounting as practiced by 
most private-sector companies. All of the current year’s revenues and expenses are taken into account regardless of 
when cash is received or paid. All investment gains and losses are shown at trade date, not settlement date. In addition, 
both realized gains and losses are shown on investments, and all Property and Equipment (Capital Assets) are 
depreciated over their useful lives. 

These two statements report TCERA’s net assets held in trust for pension benefits (net assets) ~ the difference between 
assets and liabilities ~ as one way to measure the system’s financial position. Over time, increases and decreases in 
TCERA’s net assets serve as one indicator of whether the Plan’s financial health is improving or deteriorating. Other
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Financial Section
FINANCIAL STATEMENTS

factors, such as market conditions, should also be considered in measuring TCERA’s overall health. (See TCERA’s 
financial statement on pages 20-21 of this report). 

Notes to the Financial Statements provide additional information that are essential to a full understanding of the data 
provided in the financial statements. (See Notes to Financial Statements on pages 22-32 of this report). 

Other Information. In addition to the financial statements and accompanying notes, this report presents certain 
required supplementary information concerning TCERA’s progress in funding its obligations to members (see discussion 
on Actuarial Funding Status on page 30 and Required Supplementary Information on page 33 of this report).  

The schedule of administrative expenses, administrative budget analysis, investment manager fees and other 
investment expenses, and payments to consultants are presented immediately following the required supplementary 
information on pensions.   

Financial Analysis  

As previously noted, net assets may serve over time as a useful indication of TCERA’s financial position (see Table 1 
below ). The assets of TCERA exceed its liabilities at the close of the fiscal year June 2005. Currently $802,633,354 in 
net assets is held in trust for pension benefits. All of the net assets are available to meet TCERA’s ongoing obligation to 
plan participants and their beneficiaries.  

As of June 30, 2005, net assets increased by 9.09 percent over the fiscal year primarily due to increase in the fair value 
of investments and a decrease in current liabilities. Whereas of June 30, 2004, net assets increased over the fiscal year 
2003 by 15 percent primarily due to the increase in the fair value of investments.  The 2005 decrease in current liabilities 
is primarily due to a decrease of $37,488,425 in the payables for obligations under the securities lending program.  This 
figure was offset somewhat by an increase of $14,521,709 in the purchase of investments and an increase of $964,914 
in accounts and refunds payable. The 2004 increase in current liabilities was primarily due to an increase of 
$22,855,397 in the payable for obligations under the securities lending program. 

Despite variations in the stock market, TCERA’s management and actuary concur that TCERA remains in a financial 
position that will enable the Plan to meet its obligations to participants and beneficiaries. The current financial position 
results from a very strong and successful investment program, risk management, and strategic planning. 

TCERA'S Net Assets (Table 1)

For the Fiscal Years ended June 30, 2005 and 2004
Amount Percent

Increase/ Increase/

2005 2004 Decrease Decrease

Current and Other Assets 128,879,388$    151,412,784$    (22,533,396)$     -14.88%
Investments at Fair Value 784,479,738      717,060,248      67,419,490        9.40%
Capital Assets 1,170,858          1,196,868          (26,010)              -2.17%

Total Assets 914,529,984      869,669,900      44,860,084        5.16%

Total Liabilities 111,896,630      133,898,869      (22,002,239)       -16.43%

Net Assets 802,633,354$    735,771,031$   66,862,323$     9.09%
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Financial Section
FINANCIAL STATEMENTS

TCERA'S Net Assets (Table 1 Continued)

For the Fiscal Years ended June 30, 2004 and 2003
Amount Percent

Increase/ Increase/

2004 2003 Decrease Decrease

Current and Other Assets 151,412,784$    144,848,521$    6,564,263$        4.53%
Investments at Fair Value 717,060,248      614,588,257      102,471,991      16.67%
Capital Assets 1,196,868          1,237,370          (40,502)              -3.27%

Total Assets 869,669,900      760,674,148      108,995,752      14.33%

Total Liabilities 133,898,869      121,096,077      12,802,792        10.57%

Net Assets 735,771,031$    639,578,071$   96,192,960$     15.04%

Capital Assets 

As of June 30, 2005, TCERA’s investment in capital assets decreased from $1,196,868 to $1,170,858 (net of 
accumulated depreciation). This investment in capital assets includes equipment, furniture, and TCERA’s office building. 
The total decrease in TCERA’s investment in capital assets for the current year was 2.17 percent over fiscal year ended 
June 30, 2004 and reflected the retirement of computer equipment. 

For the fiscal year ended June 30, 2004, TCERA’s investment in capital assets decreased from $1,237,370 to 
$1,196,868 (net of accumulated depreciation). The investment in capital assets includes equipment, furniture, and 
TCERA’s office building. The total decrease in TCERA’s investment in capital assets for the fiscal year ended June 30, 
2004 was 3.27 percent over fiscal year ended June 30, 2003. 

Reserves  

TCERA’s reserves are established from contributions and the accumulation of investment income, after satisfying 
investment and administrative expenses (see Table 2 below). TCERA previously implemented GASB 25, which 
impacted the reserve accounts, and the amount of interest credited to reserve accounts. Furthermore, TCERA has in 
place a five-year smoothing methodology. Under GASB 25, investments are stated at fair market value instead of cost 
and include the recognition of the unrealized gains and losses in the current period and are held in the Market 
Stabilization Reserve.  However, under the five-year smoothing methodology, a portion of these gains and losses is 
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recognized and allocated to all other reserves. The difference between the Market Value and the Actuarial Value is held 
in the Market Stabilization Reserve.  

The increase in the fair market value of investments in the fiscal year ended June 30, 2005, while interest crediting at 
less than the actuarial assumption rate, and the five-year smoothing of investment gains and losses resulted in an 
increase in the Market Stabilization Reserve equal to $42,828,802 as of June 30, 2005.   For fiscal year ended June 30, 
2004, with interest crediting at less than the actuarial assumption rate, and the five-year smoothing of investment gains 
and losses the result was an increase to the Market stabilization reserve equal to $66,184,319. 

ADDITIONS TO NET ASSETS 

There are three primary sources of funding for TCERA retirement benefits: earnings on investments of assets, employer 
and employee contributions. These income sources for the fiscal year June 30, 2005 and 2004 totaled $103.3 million 
and $128.7 million, respectively (see Table 3). 

TCERA's Reserves (Table 2)

As of June 30
2005 2004 2003

Employee Reserves 157,266,853$      150,420,746$      145,698,104$
Employer Reserves 320,145,839        315,161,391        323,327,384
Retiree Reserves 210,592,578        199,476,406        168,247,830
SRBR Reserves 96,888,131          96,491,637          95,302,531
Other Reserves (936)                     131,964               (30,533)
Market Stabilization Reserve 9,190,949            (33,637,853)         (99,822,172)
Contingency Reserve 8,481,087            7,673,362            6,809,987
TCERA Property, Inc. Retained Earnings
(Holding Corporation) 68,853                 53,378                 44,940

Total Reserves at Fair Value 802,633,354$     735,771,031$     639,578,071$

Additions to Net Assets (Table 3)

For the Fiscal Years ended June 30, 2005 and 2004 Amount Percent

Increase/ Increase/

2005 2004 Decrease Decrease

Employer Contributions 10,541,792$      9,594,758$        947,034$           9.87%
Employee Contributions 11,771,012        11,308,951        462,061             4.09%
Investment Income/(Loss) 84,860,454        110,715,688      (25,855,234)       -23.35%
Less Investment Expenses (3,926,935)         (2,924,446)         (1,002,489)         34.28%
Lease Payment from TCERA 49,562               49,562               -                         0.00%

Total 103,295,885$    128,744,513$   (25,448,628)$     -19.77%

For the Fiscal Years ended June 30, 2004 and 2003 Amount Percent

Increase/ Increase/

2004 2003 Decrease Decrease

Employer Contributions 9,594,758$        5,244,787$        4,349,971$        82.94%
Employee Contributions 11,308,951        10,981,949        327,002             2.98%
Investment Income/(Loss) 110,715,688      19,547,953        91,167,735        466.38%
Less Investment Expenses (2,924,446)         (2,603,083)         (321,363)            12.35%
Lease Payment from TCERA 49,562               49,562               -                         0.00%

Total 128,744,513$    33,221,168$     95,523,345$      287.54%
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DEDUCTIONS FROM NET ASSETS 

TCERA’s assets are predominantly used for the payment of benefits to retirees and their beneficiaries and for refunds of 
contributions to terminated employees.  The County Employees Retirement Law of 1937 (the ‘37 Act) limits 
administration cost to 18/100ths of 1% of the Association’s total assets. The ’37 Act also allows for some expenses 
(such as actuarial costs) to be excluded from the 18/100ths of 1% limit. TCERA’s total administrative expenses for the 
period ended June 30, 2005 were equal to $1,157,147, or 14/100ths of 1% of the Association’s total assets as shown in 
Table 2.  This represents an increase of 0.70% over the period ended June 30, 2004. Of the total expenses, TCERA has 
identified $88,000 in actuarial costs that are excluded from the ’37 Act administrative limits.  As a result, TCERA’s 
administrative expenses were equal to 13/100ths of 1% of plan assets, an actual 4.02% decrease from the fiscal year 
2004.

TCERA’s total administrative expenses for the period ended June 30, 2004 were equal to $1,149,099, or 15/100ths of 1% 
of the Association’s total assets. This represents a decrease of 2.68% over the period ended June 30, 2003. Of the total 
expenses, TCERA has identified $35,188 in actuarial costs that are excluded from the ’37 Act administrative limits.  As a 
result, TCERA’s administrative expenses were equal to 14/100ths of 1% of plan assets, an actual 7.9% decrease from 
the fiscal year 2003.  

Increase/Decrease in Net Assets 

As of June 30, 2005, net assets increased $66,862,323 which is 9.09% over the previous fiscal year.  This represents a 
smaller increase compared to the prior year due to a lower increase in the fair value of investments.  As of June 30, 
2004, net assets increased 2,263.16% over fiscal year 2003 equivalent to $96,192,960, due to the increase in the fair 
value of investments.

Actuarial Funding Status 

TCERA retains an independent actuarial firm, Buck Consultants to conduct annual actuarial valuations to monitor the 
funding status. The June 30, 2005 actuarial valuation established TCERA’s funding status to be 95.4% using the entry 
age normal method with a five year smoothing actuarial value of assets.  The funded ratio of the plan declined by 
approximately 7.0% from 102.4% to 95.4%.  The actuarial value of assets increased by 2.5% to $681,618,145.  During 
the year, the value of actuarial liabilities increased by 10.0% to $714,656,078.  For the first time in several years, 
TCERA has an Unfunded Actuarial Accrued Liability (UAAL).  As of June 30, 2005, the UAAL was equal to $33,037,933. 

Deductions from Net Assets (Table 4)

For the Fiscal Years ended June 30, 2005 and 2004
Amount Percent

Increase/ Increase/

2005 2004 Decrease Decrease

Retiree Benefits 31,314,574$      28,500,335$      2,814,239$        9.87%
Member Refunds 3,961,841          2,902,119          1,059,722          36.52%
Administrative Expenses 1,157,147          1,149,099          8,048                 0.70%

Total 36,433,562$      32,551,553$     3,882,009$       11.93%

For the Fiscal Years ended June 30, 2004 and 2003
Amount Percent

Increase/ Increase/

2004 2003 Decrease Decrease

Retiree Benefits 28,500,335$      25,044,483$      3,455,852$        13.80%
Member Refunds 2,902,119          2,925,441          (23,322)              -0.80%
Administrative Expenses 1,149,099          1,180,730          (31,631)              -2.68%

Total 32,551,553$      29,150,654$     3,400,899$       11.67%
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TCERA’s Fiduciary Responsibilities

The financial report is designed to provide the Retirement Board, our membership, taxpayers, investment managers and
others with a general overview of TCERA’s finances and to account for the money it receives. Questions concerning any
of the information provided in this report or requests for additional information should be addressed to:

TCERA
136 N. Akers Street1
Visalia, CA 93291-5121

Respectfully submitted,

David Kehler

David Kehler
Retirement Administrator
April 3, 2006



20 / TCERA

Financial Section
FINANCIAL STATEMENTS

Statement of Plan Net Assets

As of June 30, 2005 and 2004
2005 2004

ASSETS

Cash, Short-term Investments, and Securities Lending Collateral
Cash 15,257,438$    25,211,792$
Collateral on Loaned Securities 65,352,277      102,840,702

Total Cash, Short-term Investments,

and Securities Lending Collateral 80,609,715    128,052,494

Receivables
Sales of Investments 44,268,532      19,709,829
Interest and Dividends 2,754,019        3,116,088
Employee and Employer Contributions 664,202           530,733
Other Receivables 582,920           3,640

Total Receivables 48,269,673    23,360,290

Investments, at fair value
U.S. Government Obligations 95,685,664      68,223,147
Municipal Bonds -                       201,988
Global Bonds 11,433,782      10,583,791
Domestic Corporate Bonds 90,928,286      153,137,597
Domestic Stocks 388,796,065    345,101,506
International Stocks 82,611,633      100,665,237
Real Estate 76,024,308      39,146,982
Alternative Investments (Hedge Funds) 39,000,000      -

Total Investments 784,479,738  717,060,248

Capital Assets, net of accumulated depreciation 1,170,858        1,196,868

TOTAL ASSETS 914,529,984$ 869,669,900$

LIABILITIES

Current Liabilities
Purchase of Investments 43,973,074$    29,451,365$
Obligations under Securities Lending Program 65,352,277      102,840,702
Refunds Payable 1,147,935        575,171
Accounts Payable 1,382,090        989,940

Total Current Liabilities 111,855,376  133,857,178

Long Term Liabilities
Compensation Absences 41,254             41,691

Total Long Term Liabilities 41,254           41,691

TOTAL LIABILITIES 111,896,630$ 133,898,869$

NET ASSETS HELD IN TRUST FOR PENSION BENEFITS 802,633,354$ 735,771,031$

A schedule of funding progress for the plan in presented on page 33.
The accompanying notes are an integral part of these financial statements.
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Statement of Changes in Plan Net Assets

For the Fiscal Years ended June 30, 2005 and 2004
2005 2004

ADDITIONS

Contributions
Employer 10,541,792$    9,594,758$
Plan Member 11,771,012      11,308,951

Total Contributions 22,312,804    20,903,709

Investment income
Net Appreciation (Depreciation)
in Fair Value of Investments 61,768,018      91,229,385
Interest 12,117,743      10,515,881
Dividends 5,515,533        4,744,634
Real Estate Operating Income, net 3,586,296        3,087,521
Other Investment Income 55,809             203,533

Total Investment Activity Income 83,043,399    109,780,954

Less Expenses from Investing Activities 2,280,273        2,223,372
Net Investing Activity Income 80,763,126    107,557,582

From Securities Lending Activities
Securities Lending Income 1,817,055        934,734

Less Expenses from Securities Lending Income 1,646,662        701,074
Net Securities Lending Income 170,393         233,660

Total Net Investment Income 80,933,519    107,791,242

Lease Payments from TCERA 49,562             49,562

TOTAL ADDITIONS 103,295,885$ 128,744,513$

DEDUCTIONS

Benefits 31,314,574$    28,500,335$
Refunds of Contributions 3,961,841        2,902,119
Administrative Expense 1,157,147        1,149,099

TOTAL DEDUCTIONS 36,433,562$   32,551,553$

Net Increase/Decrease 66,862,323      96,192,960

NET ASSETS HELD IN TRUST FOR PENSION BENEFITS

Beginning of Year 735,771,031    639,578,071

END OF YEAR 802,633,354$ 735,771,031$

The accompanying notes are an integral part of these financial statements.
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NOTE 1 - PLAN DESCRIPTION

The Tulare County Employees' Retirement Association (Association) was established July 1, 1945, under the 
provisions of the County Employees Retirement Act of 1937 (Government Code sections 31450 et seq.). The 
Association operates as a multiple-employer defined benefit plan and provides retirement, disability and death 
benefits for qualified employees of Tulare County, the Strathmore Public Utility District, and the Tulare County 
Superior Court (TCSC). The Association was integrated with Social Security in 1956.  A nine-member Board 
of Retirement administers the Association. 

MEMBERSHIP

All permanent Tulare County and Strathmore Public Utility District employees working 50% or more in a 
regular allocated position, are members of the Association.  The Association's membership consists of 
General and Safety members who participate in one of the following three tiers: 

Tier 1 - Includes all members employed by the County on or before December 31, 1979. The county pays 
one-half of Tier 1 members’ normal contributions. Benefits are calculated using the highest average 
one-year salary. Tier 1 members receive a maximum of 3% cost of living annually after retirement. 

Tier 2 - Includes all members who have an employment date from January 1, 1980 through December 31, 
1989. Benefits are calculated using the highest average three-year salary. Tier 2 members receive a 
maximum of 2% cost of living annually after retirement. 

Tier 3 - Includes all members who have an employment date on or after January 1, 1990. Benefits are 
calculated using the highest average three-year salary. Tier 3 members receive a maximum of 2% 
cost of living annually after retirement. Employees who become members of the Association on or 
after January 1, 1990 are subject to Section 415 limitations. 

The covered payroll for fiscal year ended June 30, 2005 and 2004 was $164,777,131 and $158,032,372 
respectively, and total payroll was $186,084,852 and $176,471,514 respectively.  

SERVICE RETIREMENT BENEFIT

Benefits partially vest at five years of service.  Full vesting requires ten years of service and a minimum age of 
50 in order to receive a lifetime monthly retirement benefit.  Members with 30 years of service (20 years for 
safety), regardless of age, are eligible for retirement benefits.  The benefit is a percentage of monthly final 
average salary per year of service, depending on age at retirement.  For members integrated with Social 
Security the benefit is reduced by 1/3 of the percentage multiplied by the first $350 of monthly final average 
salary, per year of service credited after January 1, 1956.  

TCERA's Membership

As of June 30, 2005 and 2004 2005 2004

Active Plan Participants (vested/non-vested) 3,897 3,873
Inactive Vested Participants 1,222 859

Service Retirees/Beneficiaries 1,323 1,261
Disability Retirees/Beneficiaries 198 191
Survivors 287 276

Total Retirees/Beneficiaries 1,808 1,728

Total Members 6,927 6,460
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NOTE 1 - PLAN DESCRIPTION (Cont.)

SERVICE RETIREMENT BENEFIT (Cont.)

A supplemental benefit of $45.00 per month was paid to retirees through April 1988. This benefit was 
increased effective May 1, 1988 to include $1.65 per month for each full year of service from 5 years to 25 
years ($8.25 per month for 5 years, up to $41.25 per month for 25 years or more). Effective June 1, 1995, 
eligibility for this benefit required that retirees have at least five years of service with Tulare County.  Effective 
April 1, 1996, this benefit is available only to retirees having at least ten years of service with Tulare County.  
This change does not affect any retirees already receiving benefits.   

On July 1, 1997, all retirees and beneficiaries/survivors, with a retirement date prior to April 1, 1977 received a 
new benefit of an additional $3.00 per month, per year of service, not to exceed 30 years of service.  Retirees 
will receive this benefit in addition to the previously granted benefit; beneficiaries/survivors will only receive 
this benefit.  

Effective January 1, 2000 the Board of Retirement adopted a change in criteria for payment of the 
supplemental benefits.  This benefit was only paid to those who actually worked under TCERA for a minimum 
of 10 years.  On July 1, 2000 an increase was made to the monthly payments currently made from the 
Supplemental Retiree Benefit Reserve (SRBR).  Actual amounts varied depending upon completed years with 
TCERA as shown in the chart below.  Furthermore, a cash continuance was paid to survivors equal to 50% of 
what the original retiree was receiving as a monthly benefit from the SRBR at the time of his/her death.  
Additionally, a cost-of-living adjustment (COLA) was applied when the purchasing power of the member’s 
original basic retirement allowance fell below 75% of the original basic allowance. 

On November 14, 2001 the Board of Retirement approved additional cash benefit payments effective on 
December 1, 2001 from the Supplemental Retiree Benefit Reserve (SRBR), which provided a higher level of 
assistance to current, and future retired members. The benefit improvements increased the current benefit 
from $12.50 per year of service to $16.00 per year of service, beginning with ten years of service and having a 
cap at twenty years of service as shown in the chart below. Furthermore, the Board of Retirement continued 
the cash continuance paid to survivors equal to 50% of what the original retiree was receiving as a monthly 
benefit from the SRBR at the time of his/her death. The Board of Retirement also approved an additional cost-
of-living (COLA) adjustment for all retired members to apply when the purchasing power of the member’s 
original basic retirement allowance falls below 85%. 
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Notes to Financial Statements 

NOTE 1 - PLAN DESCRIPTION (Cont.)

DEATH BENEFIT

Death Before Retirement

In addition to a return of contributions, with interest, a death benefit is payable to the member's beneficiary or 
estate in the amount of one month's salary for each completed year of service under the retirement system, 
but not to exceed six (6) months' salary. 

In lieu of the above basic death benefit, if a member dies after becoming eligible for service retirement or non-
service connected disability, an eligible spouse or minor child may elect to receive 60% of the allowance that 
the member would have received for retirement as of the day of his death.  If the member dies in the 
performance of duty, an eligible spouse or minor child receives 50% of the member's final average salary. 

Death After Retirement

If a member dies after retirement, a lump sum amount of $5,000 is paid to the beneficiary or estate. If the 
retirement was for service-connected disability, 100% of the member's basic allowance as it was at death is 
continued to the surviving spouse for life. If the retirement was for other than service connected disability, and 
the unmodified option was selected at the time of retirement, 60% of the member's allowance is continued to 
an eligible spouse for life.   

DISABILITY BENEFIT

In accordance with Section 31727.7, upon retirement for a non-service connected, in lieu of any other 
allowance, a member who has five years or more of credited service shall receive a disability allowance equal 
to the percentage of final compensation set forth opposite the member’s number of years credited service in 
the following table: 

Percentage of

Years of Service: final compensation:

Five years, but less than six years……………………… 20.0
Six years, but less than seven years…………………… 22.0
Seven years, but less than eight years………………… 24.0
Eight years, but less that nine years…………………… 26.0
Nine years, but less than ten years…………………….. 28.0
Ten years, but less than eleven years………………….. 30.0
Eleven years, but less than twelve years………………. 32.0
Twelve years, but less than thirteen years…………….. 34.0
Thirteen years, but less than fourteen years…………... 36.0
Fourteen years, but less than fifteen years……………. 38.0
Fifteen or more years…………………………………….. 40.0

If the disability is service connected, the member may retire regardless of length of service, and the benefit is 
50% of final average salary, unless the member is also eligible for a service retirement, in which case the 
member receives the greater of the two amounts. 

TERMINATION

Upon termination from the Association, members' accumulated contributions are refundable with interest 
accrued through the prior interest crediting period.  Interest on member accounts is credited semiannually on 
June 30, and December 31.  Withdrawal of such accumulated contributions results in forfeiture of all benefits. 
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Notes to Financial Statements 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

REPORTING ENTITY

The Tulare County Employees' Retirement Association is under the exclusive management and control of the 
Board of Retirement whose authority is granted by Government Code Sections 31450 et seq., and the 
California Constitution.  The Association is an independent department of Tulare County.  Selected financial 
statements and disclosures are included in Tulare County's Annual Financial Report as a pension trust fund. 
The Association has no financial and operational relationships, which meet the reporting entity definition 
criteria of GASB Statement No. 14, The Financial Reporting Entity, for inclusion as a component unit of the 
Association. 

BASIS OF ACCOUNTING

The Association prepares its financial statements on the accrual basis. Investment income is recognized when 
it is earned and expenses are recognized in the period when they are incurred. Employee and employer 
contributions are recognized as revenues when due pursuant to formal commitments as well as statutory or 
contractual agreements. Benefits and refunds of prior contributions are recognized when they are due and 
payable in accordance with the Plan. All investment purchases and sales are recorded on trade date. The net 
appreciation (depreciation) in fair value of investments held by TCERA is recorded as an increase (decrease) 
to investment income bases on the valuation of investments monthly. 

The Association follows the accounting principles and reporting guidelines as set forth by the Governmental 
Accounting Standards Board (GASB). 

COMPENSATED ABSENCES

The liability for accumulated annual leave earned by TCERA employees, included in other liabilities on the 
Statement of Plan Net Assets, is recorded when earned by the employee. Upon termination of employment, 
an employee receives compensation for unused annual leave limited by the contractual agreements 
established by the County. 

INVESTMENTS

The Board of Retirement has exclusive control of the investments of the Association. Statutes authorize the 
Board to invest, or delegate the authority to invest the assets of the association 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 Number 25.  Values for stocks, 
publicly traded bonds, issues of the U.S. Government and its agencies 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, 2005 and 2004.   

RECEIVABLES

Receivables consist primarily of interest, dividends, and investments in transition, i.e., traded but not settled, 
and contributions owed by the employing entities as of June 30, 2005. 

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, 
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts 
of revenues and expenses during the reporting period.  Actual results could differ from those estimates. 

DEPRECIATION OF CAPITAL ASSETS

Capital Assets are recorded at cost.  Depreciation of Capital Assets is computed on a straight-line basis over 
their estimated useful lives, currently ranging from five to fifty years. 
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Notes to Financial Statements 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (Cont’d)

SECURITIES LENDING

Cash collateral received in the course of securities lending transactions is recorded as a current asset of the 
Association, and the obligation to repay the collateral is recorded as a current liability, in accordance with the 
requirements of GASB Statement Number 28.  In addition, gross earnings received on invested cash collateral 
are reported as Other Investment Income, and borrower rebates and agent fees are recorded as Investment 
Expenses.  This income and expense amounted to $1,817,055 and $1,646,662, respectively, for the year 
ended June 30, 2005.  Noncash collateral, and the related repayment obligation, is not recorded on the books 
of the Association, as there is no ability to pledge or sell the collateral absent borrower default.  See Note 3 for 
additional information on securities lending. 

IMPLEMENTATION OF NEW ACCOUNTING PRONOUNCEMENTS

TCERA adopted the Governmental Accounting Standards Board’s (GASB) Statement No. 40, Deposit and 
Investment Risk Disclosure, an amendment of GASB Statement No. 3, effective for the year ended June 30, 
2005.  The required information is disclosed in Note 3. 

NOTE 3 - DEPOSIT AND INVESTMENT RISK DISCLOSURE

SUMMARY OF INVESTMENT POLICIES

The County Employees Retirement Law of 1937 authorizes TCERA’s Board of Retirement (Board) with the 
exclusive control of the investment of the employees’ retirement fund. By Law, the Board may, in its 
discretion, invest, or delegate the authority to invest, the assets of the fund through the purchase, holding, or 
sale of any form or type of investment, financial instrument, or financial transaction when prudent in the 
informed opinion of the Board. 

Furthermore, the Law requires the Board and its officers and employees to discharge their duties with respect 
to the system: 

 Solely in the interest of, and for the exclusive purposes of providing benefits to, participants and 
their beneficiaries, minimizing employer contributions thereto, and defraying reasonable expenses 
of administering the system. 

 With the care, skill, prudence, and diligence under the circumstances then prevailing that a prudent 
person acting in like capacity and familiar with these matters would use in the conduct of an 
enterprise of a like character and with like aims. 

 Shall diversify the investments of the system so as to minimize the risk of loss and to maximize the 
rate of return, unless under the circumstances it is clearly prudent not to do so. 

INVESTMENT MANAGERS

Manager Style Hire Date

State Street Global Advisors Enhanced Index Fund 08/11/95
BlackRock Financial Mgmt., Inc. (Core) Bonds: Domestic 10/20/95
Boston Partners Asset Mgmt. Large-Cap Value Equity: Domestic 12/09/98
Loomis, Sayles & Company (Core Plus) Bonds: Domestic 06/09/00
Sterling Capital Mgmt. Small / Mid Cap Value Equity: Domestic 09/27/00
Alliance Bernstein Equity: International Value 01/17/02
Wall Street Equity: Small / Mid-Cap Growth 07/01/02
RREEF Real Estate 04/01/03
INTECH Large-Cap Growth Equity: Domestic 08/01/03
Fidelity Management Trust co. Equity: International Growth 11/05/03
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Notes to Financial Statements

NOTE 3 – DEPOSIT AND INVESTMENT RISK DISCLOSURE (Cont.)

The TCERA Investment Policy Statement encompasses the following:

Domestic Equity Policy
International Equity Policy
Fixed Income Policy
Cash and Cash Equivalents Investments Policy
Real Estate Policy
Private Equity Policy
Hedge Funds Policy
Securities Lending Program Policy
Directed Brokerage Policy
Manager Monitoring and Review Policy

CREDIT RISK

Credit Risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. TCERA
seeks to maintain a diversified portfolio of fixed income instruments in order to obtain the highest total return for the
fund at an acceptable level of risk within this asset class.  To control credit risk, credit quality guidelines have been
established.

The Fixed Income Portfolio includes the following components:

● US Core Income – This portion of the portfolio will provide exposure to the US fixed income
market (maturities greater than 1 year) including , but not limited to, Treasury and government agency
bonds, corporate debt, mortgage bonds (including CMOs), Yankees and asset-backed securities.  The
portfolio will be comprised predominantly of investment grade issues.

●  US Core Plus Fixed Income – This portfolio will provide exposure to the US fixed income market (maturities
greater than 1 year) including, but not limited to, Treasury and government agency bonds, corporate debt,
mortgage bonds (including CMOs), Yankees, asset-backed securities, Eurodollar bonds, private
placements and emerging market bonds. The portfolio will be comprised of both investment grade and
below-investment grade issues.

CREDIT QUALITY RATINGS OF INVESTMENTS
IN FIXED INCOME SECURITIES

The average credit quality of investments in fixed income securities by nationally recognized ratings organizations
as of June 30, 2005 are as follows:
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Notes to Financial Statements 

Custodial Credit Risk

Custodial Credit Risk for deposits is the risk that in the event of a financial institution’s failure, TCERA would not be able 
to recover its deposits.  Deposits are exposed to custodial credit risk if they are not insured or collateralized.  TCERA’s 
deposits are not exposed to custodial credit risk as its deposits are eligible for and covered by “pass-through” insurance 
in accordance with applicable law and FDIC rules and regulations.  Additional insurance against loss and theft is 
provided through a Financial Institution Bond. 

Custodial Credit Risk for investments is the risk that, in the event of the failure of the counterparty to a transaction, 
TCERA would not be able to recover the value of the investment or collateral securities that are in the possession of an 
outside party.  Investment securities are exposed to custodial credit risk if the securities are uninsured, not registered in 
TCERA’s name, and held by the counterparty.  TCERA’s investment securities are not exposed to custodial credit risk 
because all securities are held by TCERA’s custodial bank in TCERA’s name. 

Concentration of Credit Risk

As of June 30, 2005, TCERA did not hold any investments in any one issuer that would represent five percent (5%) or 
more of total investments.  Investments issued or explicitly guaranteed by the U.S. government and pooled investments 
are excluded from this requirement. 

Interest Rate Risk

Interest Rate Risk is the risk that changes in interest rates will adversely affect the fair value of an investment.  Duration 
is a measure of the price sensitivity of a fixed income portfolio to changes in interest rates.  It is calculated as the 
weighted average time to receive a bond’s coupon and principal payments.  The longer the duration of a portfolio, the 
greater its price sensitivity to changes in interest rates. 

FIXED INCOME SECURITIES

As of June 30, 2005, TCERA had the following securities: 

Investment Type Fair Value Option Adjusted Duration

Asset Backed Securities 18,558,551     1.88

CMBS 5,794,228       4.37

CMO Corporate 3,021,370       0.97

CMO Government Agencies 5,076,776       2.69

Corporates and Other Credit 62,424,084     4.73

Government 40,400,840     3.70

Other 7,052,430       0.08

TIPS 1,435,113       5.80

Treasury 1,576,489       0.04

U.S. Government Mortgages 44,288,524     2.33

U.S. Private Placements 4,828,860       3.47

U.S. Taxable Muni Bonds 174,258          16.49

Non U.S. 3,266,928       2.38

Sub-total 197,898,451

Other Securities 149,281
Total TCERA Fund 198,047,732

Not Available
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Foreign Currency Risk
Foreign Currency Risk is the risk that changes in exchange rates will adversely affect the fair value of an investment or 
deposit.  TCERA’s international equity managers are permitted to invest in authorized countries.  Forward currency 
contracts and currency futures (maturity ranging from at least 30 days and not to exceed one year for either instrument) 
are permitted for defensive currency hedging. 
          
INTERNATIONAL INVESTMENT SECURITES at FAIR VALUE

TCERA’s exposure to Foreign Currency Risk in U.S. dollars as of June 30, 2005 is as follows: 

DERIVATIVES

The Association invests indirectly, through its portfolio managers, in foreign currency forward transactions to limit its 
exposure to fluctuations in foreign currency exchange rates.  Aside from net currency gains or losses reported as a 
component of investment income, no other amounts are recorded on the financial statements. 

These forward transactions typically range from one to six months.  When used in a hedging strategy, a loss in value of 
the underlying security, due to a weakening of a foreign currency relative to the U.S. dollar will result in an opposite gain 
in value of the foreign currency transaction.  The reverse is true for a foreign currency, which strengthens relative to the 
U.S. Dollar.  Foreign currency forward transactions are typically transacted with highly rated (usually AA or better) 
financial institutions; typically major worldwide commercial or investment banks.  Counterparty risk occurs when the 
financial institution (who engages in the forward transaction with the Association) has a liability due to the Association 
and is unable to pay.  This risk is monitored on a daily basis by the investment counselors and limited to maximum 
levels of exposure for the entire portfolio. 

SECURITIES LENDING

State statutes do not prohibit the Association from participating in securities lending transactions, and the Association 
has, via a Securities Lending Authorization Agreement with Mellon Global Securities Services, ("Mellon Global") 
authorized Mellon Global to lend its securities to broker-dealers and banks pursuant to a form of loan agreement.  Any of 
the Association’s securities may be loaned pursuant to the terms of the securities lending agreement, unless the 
Association notifies Mellon Global otherwise.  Available securities may be loaned to any borrower selected by Mellon 
Global in its sole discretion, provided credit quality criteria are met. Securities on loan must be collateralized with a value
of not less than 100% of the fair value of the loaned securities.  Collateral received may include cash, U.S. Government 
securities, sovereign debt rated A or better, Canadian Provincial Debt, convertible bonds, and other agreed upon 
collateral, with restrictions on the use of foreign collateral.  At year-end, TCERA had no credit risk exposure to borrowers 

Currency Total

Australian Dollar 533,160$

British Pound Sterling 20,455,428

Canadian Dollar 5,120,218

Euro Currency Unit 31,983,952

Hong Kong Dollar 496,324

Japanese Yen 21,055,670

Norwegian Krone 43,839

Singapore Dollar 2,765,128

Swedish Krona 1,675,806

Swiss Franc 1,778,146

Total Securities Subject to

Foreign Currency Risk 85,907,671$
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because the collateral exceeded the amount borrowed.  At June 30, 2005, the market value of securities loaned was 
$63,371,578 and the market value of cash collateral totaled $65,352,277. The cash collateral rate was 1.0313. 

EXTERNAL INVESTMENT POOLS

The Association participates in various external investment pools, as defined by GASB Statement No. 31. The 
Association maintains funds on deposit with the Tulare County Treasurer.  These funds are pooled with those of other 
agencies in the County and invested.  Substantially all information required for the GASB Statement No. 31 disclosure 
was not available at the time these financial statements were prepared.  The difference between cost and fair value of 
investments held by the Tulare County Treasury at June 30, 2005 was determined to be immaterial.  The Association's 
participation in the County investment pool is not mandatory. 

During the Fiscal Year, the Association has, via a Securities Lending Authorization Agreement, authorized Mellon Global 
Securities Services ("Mellon Global") to lend its securities to broker-dealers and banks pursuant to a form of loan 
agreement.  Cash collateral received in respect of such loans was invested at the direction of the Association in the 
Quality Funds for Short-Term Investment, a pooled external investment vehicle (the "Fund").  Please note the following: 

a. Method for Determining Fair Value.  The fair value of Investments held by the Fund is based upon valuations 
provided by a recognized pricing service. 

b. Policy for Utilizing Amortized Cost Method.  Because the Fund does not meet the requirements of Rule 2a-7 
of the Investment Company Act of 1940, State Street has valued the Fund's investments at fair value for 
reporting purposes. 

c. Regulatory Oversight.  The Fund is not registered with the Securities and Exchange Commission.  Mellon 
Global, and consequently the investment vehicles it sponsors (including the Fund) are subject to the oversight 
of the Federal Reserve Board and the Massachusetts Commissioner of Banks.  The fair value of the 
Association's position in the Fund is not the same as the value of the Fund shares. 

d. Involuntary Participation.  There was no involuntary participation in this external investment pool by the 
Association for the Fiscal Year. 

NOTE 4 - FUNDING STATUS AND PROGRESS

FUNDING METHOD

The policy of the Retirement Board is to provide for an actuarial valuation on an annual basis.  The latest 
actuarial valuation of the Association was made by Buck Consultants, at July 1, 2005, for the one-year period 
immediately preceding that date.  The Entry Age Normal Cost method is used by the Association's actuary to 
determine the contribution rates and identify the Unfunded Actuarial Accrued Liability (UAAL). 

The significant actuarial assumptions used to compute actuarially determined contribution requirements are 
the same as those used to compute the schedule of funding progress.  The County currently funds the 
amounts recommended by the Actuary.  Significant assumptions used in the actuarial valuation include: 

 (1) Investment earnings rate of 7.90% per year compounded annually. 

 (2) Salary scale assumptions of 5.5% average per year. 

 (3) Post-retirement mortality based on 1994 Group Annuity Mortality  
 General Males: RP 2000 Mortality Table for Males, with white collar adjustment, and no 

setback 
 General Females:  RP 2000 Mortality Table for Females, with white collar adjustment, and no 

setback  
 Safety Males: RP 2000 Mortality Table for Males, with blue collar adjustment, and no 

setback 
 Safety Females: RP 2000 Mortality Table for Females, with blue collar adjustment, and no 

setback 
 (4) Pre-retirement mortality and disability based on June 30, 2005 experience analysis. 

 Items (1) and (2) include an inflation component of 4.0%. 
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CONTRIBUTION RATES

Member

The basic member rates are based on a formula reflecting the member's age of entry into the Association. The 
rates are set to provide a retirement amount that is equal to a fractional part of the highest year(s) salary, 
based on membership and tier.  For members integrated with Social Security the contributions are reduced by 
1/3 of such contribution payable with respect to the first $350 of monthly salary. 

County

The County rates are actuarially determined annually to provide for the balance of the contributions needed to 
fund the promised benefits as set forth in the 1937 Act.  County contribution rates consist of two components:  
the normal cost and the UAAL.  The UAAL (Prefunded) is $33,037,933 and is being amortized over a 15-year 
period from June 30, 2005, to reduce normal costs.  The County of Tulare issued $40,879,009 of pension 
obligation bonds on May 22, 1997.  This bond issue satisfied all the UAAL of the County estimated using 
results from the June 30, 1996 actuarial valuation.  For the 1997-98 fiscal year, the County contribution 
consisted of only the normal cost component.  Contribution levels are recommended by the Actuary and 
adopted by the Board each year. 

ACTUARIAL VALUE OF ASSETS

The assets of the Association are currently held at market value for accounting purposes. 

Actuarial value is calculated using a method, which recognizes a portion of realized and unrealized gains and 
losses each year.  The amount of gains and losses recognized each year is computed based on a "5 Year 
Smoothing" methodology developed by the Association's actuary and used in the actuarial computation of 
employer contribution rates.  The net actuarial value of assets at June 30, 2005 was $786,987,363, and 
represents the five-year average of the smoothed market value of assets adjusted for cash flow for each six-
month period.  Of this amount, $681,618,145 is used to develop the UAAL, which excludes the Supplemental 
Retiree Benefit Reserve and the Contingency Reserve.  The ratio of Actuarial Value of Assets to Actuarial 
Accrued Liabilities decreased from 102.4% to 95.4% during the year. 

NOTE 5 - CONTINGENCY RESERVES

California Government Code (Section 31616) requires a minimum of 1% of the total assets of the fund be set 
aside as a contingency reserve.  It was created to serve as a reserve against deficiencies in interest earnings 
or losses on investments in other years, and for other contingencies.  The target Contingency Reserve goal 
set by the Board of Retirement was adopted for 1.0 % of total assets.  At June 30, 2005 the Contingency 
Reserve has a balance of $8,481,087 or 1.0% of total accounting assets, excluding securities lending 
collateral.

NOTE 6 - ADMINISTRATIVE EXPENSES

The Board of Retirement establishes an annual administrative budget as authorized by Government Code 
31580.2.  The annual budget for administrative expenses is limited to 18/100ths of 1% of the Association's 
total assets.  Administrative Expenses approximated 13/100ths of 1% of the Association's total assets at 
June 30, 2005. 

NOTE 7 - COMMERCIAL LEASE AGREEMENT

Effective September 2001, the Board of Retirement entered into commercial lease agreement with TCERA 
Property Inc. for the purpose of housing administrative offices of the Association.  For the fiscal year July 1, 
2004 through June 30, 2005, the sum of payments due is $49,562.  Annual amounts payable are as follows: 

 Fiscal Year Annual Amount

 2006 $ 49,562  
 2007 $ 49,562 
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NOTE 8 - CAPITAL ASSETS

   

Capital Assets consists of the following:
Estimated

Useful Life

2005 2004 in Years

Assets Not Being Depreciated
Land 370,346$      370,346$      N/A

Assets Being Depreciated
Building and Improvements 854,497        854,497        50
Office Equipment and Computers 184,628        168,581        5 to 10

Less:  Accumulated Depreciation (238,613)      (196,556)

Capital Assets, Net of Accumulated Depreciation 1,170,858$  1,196,868$

Depreciation expense for the years ended June 30, 2005 and 2004 was
$43,126 and $45,837 respectively.
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For Fiscal Year Ended June 30, 2005

Schedule of Funding Progress
(Dollars in thousands)

Actuarial Actuarial Actuarial Unfunded AAL Funded Covered UAAL as a
Valuation Value Accrued (UAAL) Ratio Payroll Percentage of

 Date of Assets Liability (b-a) (a/b) (c) Covered
lloryaP)LAA()a(
)c/)a-b((egAyrtnE

(b)

30-Jun-98 406,586 398,156 (8,430) 1 102.1% 112,826 -7.5%
30-Jun-99 455,936 435,202 (20,734) 1 104.8% 128,055 -16.2%
30-Jun-00 517,197 470,141 (47,056) 1 110.0% 143,211 -32.9%
30-Jun-01 574,417 491,228 (83,189) 1 116.9% 142,970 -58.2%
30-Jun-02 612,469 2 561,377 (51,092) 1 109.1% 158,263 -32.3%
30-Jun-03 634,249 608,505 (25,744) 1 104.2% 162,397 -15.9%
30-Jun-04 665,244 3 649,649 (15,595) 1 102.4% 163,915 -9.5%
30-Jun-05 681,618 714,656 33,038 95.4% 164,717 20.1%

1 Denotes overfunded Actuarial Accrued Liability.
2 Reduction in assumption for Inflation from 4.5% to 4.25% and investment return from 8.25% to 8%.
3 Reduction in assumption for Inflation from 4.25% to 4.0% and investment return from 8% to 7.9%.

Schedule of Employer Contributions
(Dollars in thousands)

Year Annual Percentage
Ended Required Contributed

June 30 Contribution

1998 7,541 100%
1999 5,271 100%
2000 11,112 100%
2001 8,779 100%
2002 6,186 100%
2003 5,245 100%
2004 9,595 100%
2005 10,542 100%

Employer Contributions
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For Fiscal Year Ended June 30, 2005

Notes To Required Supplementals 

1. The information prepared in the required supplementary schedules was determined as part of the actuarial 
valuations at the dates indicated.  Additional information as of the latest actuarial valuation follows: 

Valuation date 6/30/2005 

Actuarial cost method Entry age normal 

Amortization method Level percentage of payroll.  Payroll is expected to 
increase during the amortization period at the 
assumed rate of inflation. 

Remaining amortization period 15 years, closed 

Asset valuation method 5-year smoothing of investment return which 
deviates from the actuarial investment return 
assumption. 

Actuarial assumptions: 
 Investment rate of return* 7.90% 

 Projected salary increases* 5.5% average per year 

 * Includes inflation at 4.00% 

 Maximum cost of living adjustments 3% for Tier 1 and 2% for Tier 2 and 3 
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Schedule of Administrative Expenses

For the Years Ended June 30, 2005 and 2004
2005 2004

Personnel Services

Salaries
General 358,592$         304,545$
Disability -                       39,108

Benefits
General 92,898             81,686
Disability -                       10,097

Board Fees - Per Diem Payments 13,800             15,600
Total Personnel Services 465,290         451,036

Professional Services

Actuarial 88,000             35,188
Data Processing 65,124             58,687
Audit 26,960             24,916
Professional Services - Disability 96,999             160,181
Legal Counsel

General 23,856             41,716
Disability 24,091             53,065
TCERA Property, Inc. (Holding Corporation) -                       51

Total Professional Services 325,030         373,804

Communication

Printing 9,026               4,867
Communication 16,777             21,843
Postage 15,798             16,859

Total Communication 41,601            43,569

Rentals

Office Space 49,562             49,562
Total Rentals 49,562            49,562

Other

Training 4,946               4,096
Transportation and Travel 23,833             26,271
Maintenance - Equipment 114,114           47,488
Insurance 28,957             31,971
Utilities 9,935               20,251
Depreciation 43,126             45,837
Office 44,249             14,467
Other County Department Charges (836)                 19,364
Other Service Charges 7,340               21,383

Total Other 275,664         231,128

Total Administrative Expenses 1,157,147$     1,149,099$
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Administrative Budget Analysis

Budget to Actual Expenditure
For the Year Ended June 30, 2005 Approved Amended Fiscal Year Percentage

Budget Budget Expenditures Expended

Personnel Services

Salaries 423,611$       424,053$       358,592$       84.6%
Benefits 121,144         121,419         92,898           76.5%
Board Fees - Per Diem Payments 18,000           18,000           13,800           76.7%

Total Personnel Services 562,755        563,472       465,290       82.6%

Professional Services

Actuarial  (contract) 1 54,000           54,000           88,000           163.0%
Data Processing 63,055           65,268           65,124           99.8%
Audit 2 33,500           33,500           26,960           80.5%
Professional Services - Disability 125,000         125,000         96,999           77.6%
Legal Counsel 2 93,500           58,570           47,947           81.9%

Total Professional Services 369,055        336,338       325,030       96.6%

Communication

Printing 10,000           10,000           9,026             90.3%
Communication 23,415           23,415           16,777           71.7%
Postage 17,950           17,950           15,798           88.0%

Total Communication 51,365          51,365         41,601         81.0%

Rentals

Office Space 49,562           49,562           49,562           100.0%
Total Rentals 49,562          49,562         49,562         100.0%

Other

Training 11,000           11,000           4,946             45.0%
Transportation and Travel 18,200           23,034           23,833           103.5%
Maintenance - Equipment 2 48,020           114,115         114,114         100.0%
Insurance 2 33,311           33,311           28,957           86.9%
Utilities 2 11,550           11,550           9,935             86.0%
Depreciation 2 48,230           48,230           43,126           89.4%
Office 36,000           72,202           44,249           61.3%
Other County Department Charges 69,831           41,300           (836)               -2.0%
Other Service Charges 2 18,665           18,665           7,340             39.3%

Total Other 294,807        373,407       275,664       73.8%

Total Administrative Expenses 1,327,544$    1,374,144$    1,157,147$    84.2%

1 Actuarial Expenses are excluded from the 18/100th's percent limitation and are a set
contract item not included in the administrative budget.

2 Budget/Expenses are combined for TCERA Property, Inc.
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Schedule of Fees and Other Investment Expenses

For the Years Ended June 30, 2005 and 2004
2005 2004

Investment Activity

Equity
Domestic 795,804$         860,020$
International 926,052           759,041

Fixed Income
Domestic 320,498           252,013
Global -                       -                       

Real Estate
Real Estate Managers1 1,245,751        308,322

Total from Investment Activity 3,288,105      2,179,396

Securities Lending Activity

Securities Lending Program Expenses 1,646,662        701,074
Total Fees from Securities Lending Activity 1,646,662      701,074

Other Investment Expense

Investment Custodian 87,083             123,600
Investment Consultant 140,000           79,089
Legal Counsel -                       4,270
Due Diligence Expense -                       18,101
Other 10,836             127,238

Total Other Investment Expenses 237,919         352,298

Total Fees and Other Investment Expenses 5,172,686$     3,232,768$

1 The Statement of Changes in Plan Net Assets as of June 30, 2005 and 2004 total investment
expense does not include the Real Estate Manager Fees.  Real Estate Operating Income is
shown net of fees.

Schedule of Payments to Consultants

For the Years Ended June 30, 2005 and 2004
2005 2004

Nature of Service

Actuarial 88,000$           35,188$
Retirement Information System 111,535           -                       
Audit 26,960             24,916
Legal Counsel

General 23,856             41,716
Disability 24,091             53,065
TCERA Property, Inc. (Holding Corporation) -                       51                    

Total Consulting Fees 274,442$        154,936$
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Schedule of Net Assets Held in Trust for Pension Benefits

As of June 30
2005 2004

Employee reserves, July 1 150,420,746$  145,698,104$
Contributions 11,771,012      11,308,952
Withdrawals (3,961,841)       (2,902,119)
Transfers (7,493,325)       (10,686,700)
Interest crediting 6,530,261        7,002,509

Employee reserves, June 30 157,266,853    150,420,746

Employer reserves, July 1 315,161,391    323,327,384
Contributions 10,541,792      9,594,758
Benefits paid (5,797,020)       (5,325,927)
Transfers (14,798,253)     (30,001,006)
Interest crediting 15,037,929      17,566,182

Employer reserves, June 30 320,145,839    315,161,391

Retiree reserves, July 1 199,476,406    168,247,830
Benefits paid (21,171,388)     (19,217,858)
Transfers 22,275,545      40,721,496
Interest crediting 10,012,015      9,724,938

Retiree reserves, June 30 210,592,578    199,476,406

SRBR reserves, July 1 96,491,637      95,302,531
Benefits paid (4,187,575)       (3,956,550)
Interest crediting 4,584,069        5,145,656

SRBR reserves, June 30 96,888,131      96,491,637

Other reserves, July 1 131,964           (30,533)
Transfers - Intra Member Contribution Account (1,173)              (25,265)
Interest Crediting (131,727)          187,762

Other reserves, June 30 (936)                 131,964

Market Stabilization reserve, July 1 (33,637,853)     (99,822,172)
Net change in Market Stabilization 42,828,802      66,184,319

Market Stabilization reserve, June 30 9,190,949        (33,637,853)

Contingency reserve, July 1 7,673,362        6,809,987
Transfers 807,725           863,375

Contingency reserve, June 30 8,481,087        7,673,362

TCERA Property, Inc. Retained Earnings (Holding Corporation), July 1 53,378             44,940
Net Income 15,475             8,438

TCERA Property, Inc. Retained Earnings (Holding Corporation), June 30 68,853             53,378

Net assets held in trust for pension benefits 802,633,354$ 735,771,031$
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TCERA’s budget consists of two components, an administrative budget authorized by Government Code §31580.2 and 
a professional services budget authorized by Government Code §31596.1.  TCERA’s budget is on a fiscal year basis 
starting July 1st and ending June 30th.  Each spring the budget is presented to the Administrative Committee for review 
and recommendations. Upon agreement by the Administrative Committee the budget is then forwarded to the full Board 
of Retirement for approval.

Administrative Services Budget 

Government Code §31580.2 states in part, “…the respective board or boards shall annually adopt a budget covering the 
entire expense of administration of the retirement system which expense shall be charged against the earnings of the 
retirement fund. The expense incurred in any year may not exceed eighteen-hundredths of 1 percent of the total assets 
of the retirement system.” TCERA has always been well within the eighteen basis points restriction on administrative 
expenses.

Professional Services Budget 

Government Code §31596.1 states that the expenses of investing its money shall be borne solely by the system.  The 
following types of expenses shall not be considered a cost of administration of the retirement system, but shall be 
considered a reduction in earnings from those investments or a charge against the assets of the retirement system as 
determined by the board: 

a) The costs, as approved by the board, of actuarial valuations and services rendered pursuant to §31453.
b) The compensation of any bank or trust company performing custodial services.
c) When an investment is made in deeds of trust and mortgages, the fees stipulated in any agreement entered with 

a bank or mortgage service company to service deeds of trust and mortgages.
d) Any fees stipulated in an agreement entered into with investment counsel for consulting or management 

services in connection with the administration of the board’s investment program, including the system’s 
participation in any form of investment pools managed by a third party or parties.

e) The compensation to an attorney for services rendered pursuant to §31607 or legal representation rendered 
pursuant to §31529.1.

TCERA’s professional services budget is driven by contractual agreements with the Actuary, Custodian, Investment 
Consultant, and Investment Managers.

Financial Section
OTHER SUPPLEMENTAL INFORMATION



40 / TCERA

AUDITOR’S REPORT ON COMPLIANCE AND ON INTERNAL
CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT

OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE 
WITH GOVERNMENT AUDITING STANDARDS

To the Members of the Board of Retirement
Tulare County Employees Retirement Association

We have audited the financial statements of the Tulare County Employees Retirement
Association, as of and for the year ended June 30, 2005, and have issued our report
thereon dated April 3, 2006. 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.

Compliance
As part of obtaining reasonable assurance about whether the Tulare County Employees
Retirement Association’s financial statements are free of material misstatement, we
performed tests of its compliance with certain provisions of laws, regulations, contracts
and grants, 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 that are required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting
In planning and performing our audit, we considered the Tulare County Employees
Retirement Association’s internal control over financial reporting in order to determine our
auditing procedures for the purpose of expressing our opinion on the financial statements
and not to provide assurance on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily
disclose all matters in the internal control over financial reporting that might be material
weaknesses.  A material weakness is a condition in which the design or operation of one
or more of the internal control components does not reduce to a relatively low level the
risk that misstatements in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no
matters involving the internal control over financial reporting and its operation that we
consider to be material weaknesses.

MEMBER of Public Company Accounting Oversight Board of the American Institute of Certified Public Accountants

Peter C. Brown, CPA
Burton H. Armstrong, CPA, MST
Andrew J. Paulden, CPA
Harvey J. McCown, CPA
Steven R. Starbuck, CPA
Aileen K. Keeter, CPA
Chris M. Thornburgh, CPA
Eric H. Xin, CPA, MBA

Lynn R. Krausse, CPA, MST
Bradley M. Hankins, CPA
Rosalva Flores, CPA
Connie M. Perez, CPA
Sharon Jones, CPA, MST
Diana Branthoover, CPA
Matthew Gilligan, CPA
Ryan Johnson, CPA
Hanna J. Sheppard, CPA
Michael C. Olivares, CPA

BROWN ARMSTRONG PAULDEN
MCCOWN STARBUCK THORNBURGH & KEETER

C e r t i f i e d  P u b l i c  A c c o u n t a n t s

Main Office
4200 Truxtun Ave., Suite 300
Bakersfield, California 93309
Tel 661.324.4971 Fax 661.324.4997
e-mail: bainfo@bacpas.com
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Shafter, California 93263
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November, 2005 

The Board of Retirement 
Tulare County Employees’ Retirement Association 
136 N. Akers Street 
Visalia, California 93291 

The TCERA investment portfolio performed well over the last 12 months, posting a gain of 11.0% for the 
fiscal year ending June 30, 2005.  The portfolio grew from a beginning value of $737 million to its current 
value of $784 million thanks to investment gains of $80 million, which were partially offset by net outflows 
of $17 million.  All segments of TCERA’s investment portfolio posted gains over the last 12 months, led by 
the international equity and real estate composites. 

As detailed earlier, the TCERA investment portfolio gained 11.0% for the year ending June 30, 2005.  This 
exceeded both the fund’s Policy benchmark and the Median Public Fund in the ICC sample.  Specifically, 
the investment portfolio beat its Policy benchmark return of 10.3% by 0.7%, and exceeded the Median 
Public Fund return of 9.0% by 2.0%, ranking in the 13th percentile (outperforming 87% of other public 
funds).  During the fiscal year, all TCERA investment portfolio asset class composites exceeded their 
benchmarks.  For the last 3 years, the TCERA Portfolio has gained 10.7% per year, 0.6% better than the 
Policy benchmark, and 1.3% better than the Median Public Fund, ranking once again in the 13th

percentile.  For the last 5 years, the fund returned 4.8% annualized, exceeding the Policy benchmark by 
0.5% and ranking in the 25th percentile.  Longer-term results are even better, and in fact quite impressive.  
For the last 10 years, the fund returned 11.0% annualized, exceeding the Policy benchmark by 1.5% and 
outperforming more than 95% of the public funds in our sample.  All of these returns were calculated in 
accordance with AIMR performance presentation standards. 

During fiscal year 2005, Summit Strategies conducted an asset/liability study to evaluate the asset 
allocation of the TCERA investment portfolio in light of current capital market expectations.  The study 
highlighted the relative attractiveness of “alternative” asset classes such as private equity and hedge 
funds, as allocations to these asset classes are expected to enhance return and reduce overall portfolio 
volatility.  The Board adopted a revised policy asset allocation with 5% targets for both private equity and 
hedge funds and conducted searches for managers in both asset classes.  Aetos and UBP were selected 
as hedge fund-of funds managers, while Pantheon and Quellos were selected for the fund’s first two 
private equity fund-of-funds commitments. 

We are quite pleased with the turnaround in investments results we have seen over the last two fiscal 
years following the downturn in the stock market during 2000-2002.  The long-term results remain 
excellent, and the hard work of the Board and staff during the past several years to better diversify the 
portfolio put the fund in a very good position to capture consistent, quality results in the years to come.  All 
of us at Summit value our relationship with TCERA and look forward to continued service.  Thank you. 

Sincerely, 

Tim Sant 

Timothy S. Sant, CFA 
Senior Vice President 

Summit Strategies 
Group
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ECONOMIC CONDITION AND OUTLOOK 

Second quarter GDP is expected to be close to 3.5% as consumer spending remained strong.  During the entire 
quarter, consumer spending is expected to have risen at an annual 3.3% pace, slower than the first quarter’s 3.6% 
pace.  Corporate spending is expected to have slowed as energy prices have continued to rise.  Crude oil prices 
broke through the $60 a barrel threshold in June.  First quarter GDP grew at a finalized 3.8% annual rate, matching 
the pace in the 4th quarter of 2004.  The final estimate was higher than the previously reported 3.5% rate as the 
trade deficit narrowed and home construction increased more than estimated.  This marks the eighth straight quarter 
of growth exceeding 3.0%, the longest stretch in almost two decades. 

Inflationary pressures were subdued during the quarter despite rising energy costs in June.  U.S. consumer prices 
were unchanged in June after unexpectedly falling 0.1% in May led by a drop in energy costs.  The core CPI, which 
excludes food and energy, rose 0.1% in both June and May after no change in April.  For the trailing twelve months, 
consumer prices rose 2.5% while core prices were 2.0% higher than a year ago.  The Producer Price Index was also 
unchanged in June despite gasoline prices rising 8.7% the biggest increase since October.  In May, the PPI declined 
0.6% as costs fell for gasoline, computers, and automobiles.  The May decrease followed a 0.6% rise in April.  
Producer prices rose at a 3.6% rate over the past twelve months.  The core PPI, which excludes energy and food, 
dropped 0.1% in June after rising 0.1% in May.  Core producer prices were up 2.6% in the last twelve months. 

The U.S. unemployment rate declined to 5.0% during the quarter, the lowest rate since September 2001.  Employers 
added 146,000 workers in June, smaller than expected due to the biggest loss in factory jobs since January.  
However, monthly job gains in 2005 have been around 180,000, comparable to last year’s monthly gains.  Housing 
starts were unchanged in May and June, but still on track for its best year in more than three decades.  Housing has 
been fueled by mortgage rates that are currently lower than they were when the Fed began raising interest rates in 
June of 2004. 

For the trailing twelve months, mid cap stocks posted the best U.S. equity return, up 17.1%.  Small and large cap 
value stocks also experienced double-digit returns, earning 14.4% and 14.1%, respectively.  The S&P 500 gained 
6.3% for the last twelve months, while the Russell 2000 posted a 9.5% return.  Developed international equity rose 
14.1% for this time period, 7.8% ahead of the S&P 500 Index.  An appreciating dollar detracted slightly from 
international returns.  Emerging markets gained 34.5% for the year, outperforming developed international stocks by 
20.4%.

For the quarter, yields shifted down across most of the curve, with the exception of 3-6 month Treasury yields.  As a 
result, the curve continued to flatten during the quarter.  The 2-year Treasury yield fell 14 bps during the quarter to 
3.63%, while the 5-year Treasury yield dropped 47 bps to 3.70%.  Both the 10-year and 30-year Treasury yields fell 
57 bps during the quarter to end the quarter at 3.91% and 4.19%, respectively.  Over the last twelve months, the 5-
year Treasury yield was relatively flat as the 10-year Treasury yield fell 67 basis points.  The curve flattened over the 
last twelve months 2-year Treasury yields rose 96 basis points and 30-year yields declined 110 basis points. 

Spreads continued to narrow between the bellwether 2-year Treasury and the 30-year Treasury during the second 
quarter.  The spread decreased 46 basis points during the quarter, pushing the spread down to 56 basis points.  
Over the last twelve months, the spread narrowed more than 200 basis points.  The 30-year spread is now 54 basis 
points below the average spread.   

Over the past twelve months, the Lehman Aggregate gained 6.8%, led by corporate bonds, up 8.2%.  Government 
bonds and mortgage backed securities trailed the Lehman Aggregate, returning 6.6% and 6.1%, respectively.  Long 
bonds outperformed short-to-intermediate bonds, gaining 16.9%.  High yield bonds earned 10.4% over the last 
twelve months while world government bonds ex-U.S. returned 7.7%.  Emerging market debt far exceeded world 
government bonds over this time period with a 21.4% return.   

Prepared by Timothy S. Sant 
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INVESTMENT OBJECTIVES 

The Board of Retirement has adopted Investment Policies and Guidelines, which outline the Association’s investment
goals and objectives.  The Investment Policy Statement combines planning and philosophy and contains a Policies and
Procedures section, Statement of Investment Goals and General Investment Goals and Guidelines. 

The Plan’s general investment goals are broad in nature.  The primary objectives are to efficiently allocate and manage
the assets efficiently, dedicated to the payment of Plan benefits and administrative expenses.  The following goals,
consistent with the above-described purpose, are adopted: 

The overall goal of TCERA’s investments are to provide Plan participants with retirement, disability, and death and
survivor benefits as provided for under the County Employees Retirement Law of 1937.  This will be accomplished
through a carefully planned and executed long-term investment program. 

The total portfolio over the long term will be expected to: 

1. Produce a total portfolio, long-term real (above inflation) return commensurate with the target asset allocation
(annualized, net of fees, over a full market cycle, normally defined as 3-5 years); 

2. Exceed the assumed actuarial rate of return over rolling five-year periods; and 
3. Exceed a weighted index of the total Plan’s asset allocation policy and component benchmark over rolling five-

year periods by an appropriate amount (annualized, net of fees, over a full market cycle).  

TCERA’s Investment Policy has been designed to produce a total portfolio, long-term real return.  Consequently, 
prudent risk-taking is warranted within the context of overall portfolio diversification to meet this goal. 

ASSET ALLOCATION 

The Association adopts and implements an asset allocation policy that is predicated on a number of factors, including: 

Historical and expected long-term capital market risk and return behavior; 
Projected assets, liabilities, benefit payments and contributions provided by TCERA’s actuary; 
An assessment of future economic conditions, including inflation and interest rate levels; and 
The specific investment objectives set forth by the TCERA. 

The Association will be diversified both by asset class (e.g., common stocks, bonds, cash) and within asset classes (e.g.,
within common stocks by economic sector, industry, quality and market capitalization).  The purpose of diversification is
to provide reasonable assurance that no single security or class of securities will have a disproportionate impact on the
total Association. 

Prepared by Timothy S. Sant 
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TARGET ASSET ALLOCATION

The target asset allocation for the investment portfolio is determined by the Board of
Retirement to facilitate the achievement of the investment program’s long-term
investment objectives within the established risk parameters. Due to the fact that the
allocation of funds between asset classes may be the single most important
determinant of the investment performance over the long run, the Association’s assets
shall be divided into the following asset classes:

Asset Class
Minimum
Percent

Maximum
Percent

Target
Percent

Domestic Equity 30% 45% 37%

Large Cap Core 6% 12%   9.0%
Large Cap Growth 5%   9% 7.0%
Large Cap Value 5%   9% 7.0%
Non-Large Cap Growth 4% 7% 5.5%
Non-Large Cap Value 6% 11% 8.5%

%81%12%51ytiuqESU-noN
%0.7%9%5htworG
%0.11%41%8eulaV

Domestic Fixed Income  20% 30% 25%

Core Fixed Income 10% 15% 12.5%
Core Plus Fixed Income 10% 15% 12.5%

%01%21%8etatsElaeR

Formal asset allocation studies will be conducted at least every five years, with annual
evaluations of the validity of the adopted asset allocation based on updated return
projections. Any change in capital market assumptions or liabilities will require
consideration of revision to the asset allocation policy. The Association is currently in
the process of reviewing existing asset allocation percentages through an extensive
asset/liability study conducted by the external investment consultant.

2005 Target Asset Allocation

Real Estate
10%

Domestic
Equity
37%

Non-US
Equity
18%

Private Equity
5%

Domestic
Fixed Income

25%

Hedge Funds
5%

2005 Actual Asset Allocation

Real Estate
9%

Domestic
Equity
40%

Non-US
Equity
20%

Domestic
Fixed Income

26%

Hedge Funds
5%

%  5%7%0Private Equity

%5%7%0Hedge Funds
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INVESTMENT RESULTS* 

INVESTMENT SUMMARY
For the Fiscal Year ended June 30, 2005

Type of Investments Fair Value
Percentage

of Total
Fair Value

%02.21139,386,59$stnemurtsnIycnegAdnatnemnrevoG.S.U
%64.1287,334,11sdnoBngieroF/labolG
%20.0852,471sdnoBlapicinuM
%14.7228,351,85sdnoBetaroproCcitsemoD
%47.0822,497,5SBM
%30.1641,890,8OMC
%73.2155,855,81SBA
%20.0182,941stessAdexiFrehtO

Total Bonds %52.52999,540,891$

%65.94560,697,883$ytiuqEcitsemoD
%35.01336,116,28ytiuqE.S.U-noN

Total Equity $471,407,698 60.09%
%79.4000,000,93$sdnuFegdeH
%96.9803,420,67$etatsElaeR
%0.0337,1$tnuoccAnoitisnarT

Total Investments $ 784,479,738  100.0%
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Annualized 

Account Current 2 Year 3 Year 4 Year 5 Year

Equity 

State Street 7.19% N/A N/A N/A N/A
S&P 500 6.33% 12.53% 8.29% 1.02% -2.37%
INTECH 7.20% N/A N/A N/A N/A
Russell 1000 Growth 1.68% 9.48% 7.25% -2.41% -10.36%
Boston Partners 13.21% 17.30% 10.41% 5.73% 9.46%
Russell 1000 Value 14.06% 17.54% 11.00% 5.63% 6.56%
Wall Street 0.25% 8.61% 8.06% N/A N/A
Russell 2500 Growth 7.46% 18.25% 13.34% 1.98% -3.84%
Sterling Capital 10.99% 23.60% 14.63% 12.81% N/A
Russell 2500 Value 17.44% 25.41% 16.05% 13.61% 15.83%

Total Domestic Equity 8.21% 16.35% 10.45% 3.87% 1.94%

Fidelity 14.66% N/A N/A N/A N/A
EAFE Growth 11.73% 19.02% 9.37% 4.40% -4.49%
Alliance Bernstein 20.27% 24.89% 16.27% N/A N/A
EAFE Value 16.47% 27.24% 15.63% 8.81% 4.13%

Total International Equity 18.11% 24.81% 14.35% 8.88% 0.82%

Hedge Funds 

UBP 
Aetos 
T-Bill + 4% 

Total Hedge Funds 

N/A 
N/A 

6.24% 

N/A

N/A
N/A

5.63%

N/A

N/A
N/A

5.61%

N/A

N/A
N/A

5.89%

N/A

N/A
N/A

6.72%

N/A

Fixed Income 

BlackRock Financial Management 6.91% 3.85% 6.51% 6.99% 7.88%
Lehman Aggregate 6.80% 3.51% 5.76% 6.47% 7.41%
Loomis Sayles 7.34% 4.49% 6.33% 5.66% 6.38%
Lehman Universal 7.43% 4.16% 6.56% 6.85% 7.62%

Total Fixed Income 7.13% 4.19% 6.47% 6.32% 7.11%

Real Estate   

RREEF America II N/A N/A N/A N/A N/A
Harbour Pointe 26.89% 31.29% 28.31% 25.03% 27.79%
Barton Creek Office II 7.96% 12.53% 6.15% 3.25% N/A
Westborough Office Center 8.59% 10.99% 5.00% 3.57% N/A
NCREIF Property Index 18.02% 14.73% 12.08% 10.41% 10.64%

Total Real Estate 17.45% 18.46% 16.15% 13.91% 13.05%

Total Fund 11.01% 14.44% 10.70% 6.89% 4.77%

Policy Index** 10.31% 13.53% 10.07% 6.79% 4.30%
*Using time weighted rate of return based on the market rate of return.
**Policy Index=25% S&P 500, 15% Russell 2500, 20% MSCI EAFE, 30% Lehmen Aggregate, 10% NCREIF Property Index since 10/01/01.
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LIST OF LARGEST STOCKS AND BONDS BY HOLDERS

As of June 30, 2005 

Largest Stock Holdings (by fair value) 

Shares Stock Fair Value 

    
1 73,316 Exxon Mobil Corp $4,213,471 
2 120,921 General Electric Co 4,201,441 
3 89,162 Citigroup Inc 4,121,959 
4 57,545 MBIA Inc 3,428,954 
5 121,268 Pfizer Inc 3,344,571 
6 49,206 Johnson & Johnson 3,198,390 
7 61,900 SPX Corp 2,861,637 
8 271,200 BP PLC 2,824,313 
9 103,050 Delta & Pine LD Co 2,582,433 

10 201,025 Interpublic Group COS Inc 2,448,485 
    

Largest Bond Holdings (by fair value) 

Par Bond Fair Value 

    

1 5,440,944 Pooled Short Term $5,466,946 
2 5,375,000 United States Treas NTS, 3.625%, Mat. 4/30/2007 5,406,929 
3 4,990,555 United States Treas Bonds, 2.375%, Mat. 1/15/2025 5,365,020 
4 4,665,000 United States Treas NTS, 3.75%. Mat. 3/31/2007 4,717,370 
5 3,640,000 United States Treas Bonds, 3.125%, Mat. 1/31/2007 3,659,785 
6 3,100,000 FNMA TBA, 6.00%, Mat. 8/1/2035 3,179,753 
7 2,111,737 FHLMC, 6.00%, Mat. 6/1/2035 2,157,583 
8 2,055,000 FHLMC, 5.5%, Mat. 7/15/2006 2,096,185 
9 2,100,000 Nissan Auto, 3.82%, Mat. 7/15/2010 2,063,014 

10 1,325,000 United States Treas Bonds, 8.125%, Mat. 8/15/2019 1,918,222 
    

A complete list of portfolio holdings is available upon request. 
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SCHEDULE OF INVESTMENT MANAGEMENT FEES
For the Fiscal Years ended June 30, 2005 and 2004

2005 2004

Domestic Equity
070,37$ytiuqEnolleM
718,33teertSetatS 508,13

$

612,952srentraPnotsoB 279,632
459,63tnemeganaMlatipaCgnilretS 122,132
457,501teertSllaW 595,411
399,682HCETNI 724,542
408,597latoT 020,068

International Equity
-elshceO 26,530
780,585nietsnreBecnaillA 413,655
569,043ytilediF 791,671
250,629latoT 140,957

Fixed Income

918,19

kcoRkcalB 268,591

266,6461,
348,45

selyaSsimooL 151,65
894,023latoT 310,252

Real Estate
157,542¹FEERR 223,8031,
157,542,1latoT 223,803

501,882

5

,3seeFreganaMtnemtsevnIlatoT 693,971,2

Securities Lending Activity
614,901eeFtnemeganaM
856,195etabeRreworroB

Total Fees from Securities Lending Activity 701,074

Other Investment Expenses
380,78naidotsuCtnemtsevnI 006,321
000,041tnatlusnoCtnemtsevnI 980,97
-esnepxEecnegiliDeuD 18,101
638,01rehtO 805,131
919,732latoT 892,253

Total Fees / Other Investment Expenses 5,172,686 867,232,3$ $

Note ¹:   In the Statement of Changes in Plan Net Assets as of June 30, 2005 and 2004,  Total Investment 
              Expense does not include the Real Estate Manager Fees. Real Estate Operating Income is shown 
              net of fees.

-

1,

231,686
88,812
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5.50% per annum

:

:

7.

8.
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Retirants and Beneficiaries Added To and Removed From Retiree Payroll 

          

Plan Year 

At

Beginning

of Year 

Added 

During

Year

Annual 

Allowances 

Added to 

the Rolls 

Removed

During

Year

Annual 

Allowances 

Removed 

from the 

Rolls

At End 

of Year

Annual 

Retiree 

Payroll 

% Increase 

in Annual 

Retiree 

Payroll 

Average 

Annual 

Allowance

1994-1995          1,219  N/A N/A N/A N/A     1,242  $11,713,000  4.58%  $   9,431  
1995-1996          1,242       74 N/A         35 N/A     1,281  $12,536,000  7.03%  $   9,786  
1996-1997          1,281       91 N/A         43 N/A     1,329  $13,767,000  9.82%  $ 10,359  
1997-1998          1,329       73 N/A         52 N/A     1,350  $14,473,000  5.13%  $ 10,721  
1998-1999          1,350     128 N/A         55 N/A     1,423  $16,264,000  12.37%  $ 11,429  
1999-2000          1,423       91 N/A         56 N/A     1,458  $17,076,000  4.99%  $ 11,712  
2000-2001          1,458       64 N/A         35 N/A     1,487  $18,255,000  6.90%  $ 12,276  
2001-2002          1,487       69 N/A         20 N/A     1,536  $19,177,000  4.73%  $ 12,446  
2002-2003          1,536       95  $2,589,750         30 $  615,326     1,601  $21,092,000  10.30%  $ 13,174  
2003-2004          1,601      177  $4,497,207          50  $  698,048     1,728  $25,212,000  19.53%  $ 14,590 
2004-2005          1,728  121 $2,120,974 39 512,373     1,808  $27,866,000  10.50%  $ 15,412  
          
N/A - Not Available         
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Valuation
Date  Plan Type  Number  Annual Payroll

Monthly
Average Pay

% Increase in
Average Pay *

6/30/1996        General 2,816  81,189,000$           $     2,40                              2.29%
                  Safety 346  12,615,000 $     3,038            7.22%
  Total 3,162  93,804,000$ $     2,472             2.95%

6/30/1997   General 2,882  84,992,400$ $     2,458            2.29%
  Safety 392  14,259,500 $     3,031           -0.23%
  Total 3,274  99,251,900$ $     2,526              2.19%

6/30/1998   General 3,114  97,089,200$ $     2,598                   5.72%
  Safety 399  15,736,400 $     3,287                   8.42%
  Total 3,513  112,825,600$ $     2,676                   5.94%

6/30/1999   General 3,285  108,244,700$ $     2,746                   5.69%
  Safety 495  19,810,430 $     3,335              1.47%
  Total 3,780  128,055,130$ $     2,823                   5.48%

6/30/2000   General 3,503  120,428,000$ $     2,865                   4.33%
  Safety 527  22,783,000 $     3,603                   8.02%
  Total 4,030  143,211,000$ $     2,961                   4.90%

6/30/2001   General 3,549  119,885,772$ $     2,815                 -1.74%
  Safety 524  23,083,819 $     3,671                   1.90%
  Total 4,073  142,969,591$ $     2,925                  -1.22%

6/30/2002   General 3,742  135,430,432$ $     3,016                   7.14%
  Safety 475  22,832,137 $     4,006                   9.11%
  Total 4,217  158,262,569$ $     3,127                   6.92%

6/30/2003   General 3,709  139,662,783$ $     3,138                   4.04%
  Safety 456  22,733,794 $     4,155                   3.72%
  Total 4,165  162,396,577$ $     3,249                   3.89%

6/30/2004   General 3,446  135,456,684$ $     3,276                   4.39%
  Safety 427  22,575,688 $     4,406                   6.05%
  Total 3,873  158,032,372$ $     3,400                   4.66%

6/30/2005   General 3,475  142,271,164$ $     3,412                   5.07%
  Safety 422  22,505,967 $     4,444                   0.86%
  Total 3,897  164,777,131$ $     3,524                   3.63%

* Reflects the increase in average salary for members at the beginning of the year versus
those at the end of the year, it does not reflect the average salary increases received by
members who worked the full year.
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Aggregate Accrued Liabilities for Portion of Accrued Liabilities Covered 
by Reported Assets 

Valuation 
Date 

Active Member 
Contributions

Retired/    
Vested 

Members

Active 
Members 

(Employer
Financed 
Portion) 

Total Actuarial 
Value of 
Assets

Active 
Member 

Contributions 

Retired/   
Vested 

Members

Active 
Members 

(Employer
Financed 
Portion) 

     
 06/30/96 $         57,462 $     159,769    $      106,390      323,621     282,612 100% 100% 61% 
 06/30/97 $         62,984 $     179,438    $      123,307      365,729     371,215 100% 100% 104% 
 06/30/98 $         69,617 $     190,968    $      137,571      398,156     406,586 100% 100% 106% 
 06/30/99 $         77,157 $     205,397    $      152,580      435,134     455,936 100% 100% 114% 
 06/30/00  $ 78,555 $ 224,239 $ 167,347 470,141 517,197 100% 100% 128% 
 06/30/01  $ 101,368 $ 245,394 $ 144,466 491,228 574,417 100% 100% 158% 
 06/30/02  $ 110,805 $ 269,328 $ 181,244 561,377 612,469 100% 100% 128% 

 06/30/03  $ 115,382 $ 299,958 $ 193,165 608,505 634,249 100% 100% 113% 
 06/30/04  $ 132,535 $ 339,398 $ 177,716 649,649 665,244 100% 100% 109% 
 06/30/05  $ 138,507 $ 336,726 $  239,423 714,656 681,618 100% 100% 86.2% 
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 Plan Years 
Prior Valuation Unfunded Actuarial Accrued Liability 
Expected Increase from Prior Valuation 

Expansion of Earnable Compensation (Ventura Decision) 
Salary Increase Greater (Less) than Expected 
Members moving from Tier 2 to Tier 1 
Asset Return Less (Greater) than Expected 
Retiree Spouse Data Corrections 
Correction to Tier 2 Normal Cost Rate 
Correction of Credit to Offset Future Member Contribution Rates 
Issuance of POB's 
Noneconomic and Economic Assumption Changes 
Change in Method to Determine Actuarial Value of Assets 
Addition of $5000 Death Benefit 
Data Corrections 
Transition in Actuaries 
Retiree Mortality Less (Greater) Than Expected 
Other Experience 
Ventura Payment for County 

Ending Unfunded Actuarial Accrued Liability 

1997-1998 1998-1999 1999-2000 2000-2001 2001-2002 2002-2003 
(5,486) $    (8,430) $    (20,734) $    (47,056) $    (83,189) $    (51,092) $    
2,798      2,157      (3,316)      (1,528)      (1,401)      4,411      

8,097 $    - $    - $    - $    - $    - $    
(2,251)      1,472      5,478      (11,063)      5,538      (4,282)      

-      1,605      -      -      -      -      
(10,158)      (18,052)      (22,915)      (15,169)      3,303      22,080      

2,000      -      -      -      -      -      
-      -      -      -      -      -      
-      -      -      -      -      -      
-      -      -      -      -      -      
-      -      (4,305)      -      15,143      -      
-      -      -      -      1,204      -      
-      3,269      -      -      -      -      
-      (2,701)      -      -      -      -      
-      -      -      (13,147)      -      -      

610      2,979      1,384      
(3,430)      (54)      (1,264)      4,164      2,391      1,755      

2,940        

(8,430) $    (20,734) $    (47,056) $    (83,189) $    (51,092) $    (25,744) $    

    2003-2004    2004-2005
$  (25,744 ) $ (15,595)
 5,587  304 

$           -                     -   
 (2737 )                         -
         -                    -   
 7,733  22,213
         -                   -   
         -                   -   
         -                    -   
         -                    -   
 (20,706 ) 26,116
         -                    -   
         -                    -   
         -                   -   
         -                   -   
               5,028                  -              
                   -                    -   
             15,244                        -            
                  -                   -   
 
$ (15,595 ) $33,038
  



Actuarial Section
PROBABILITY OF OCCURENCE
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Probabilities of Separation from Active Service

Note: Information compiled from Actuarial Report prepared by  Buck Consultants dated June 30, 2005.

Age Service 
Retirement

Terminated
Vested

Ordinary 
Disability

Service 
Disability

Ordinary 
Death

Service 
Death

General Male Members
20 0.00000 0.04125 0.00000 0.00000 0.00000 0.00000
30 0.00000 0.04125 0.00020 0.00010 0.00076 0.00010
40 0.00000 0.04125 0.00040 0.00040 0.00090 0.00090
50 0.03500 0.01875 0.00140 0.00200 0.00185 0.00018
60 0.14000 0.00500 0.00340 0.00700 0.00310 0.00048
70 1.00000 0.00000 0.00000 0.00000 0.00000 0.00000

General Female Members
20 0.00000 0.01625 0.00000 0.00010 0.00020 0.00010
30 0.00000 0.02625 0.00005 0.00010 0.00040 0.00010
40 0.00000 0.02750 0.00060 0.00010 0.00070 0.00009
50 0.04000 0.02125 0.00140 0.00060 0.00150 0.00009
60 0.09900 0.00375 0.00520 0.00180 0.00340 0.00019
70 1.00000 0.00000 0.00000 0.00000 0.00000 0.00000

Safety Members
20 0.00000 0.00000 0.00000 0.00110 0.00030 0.00052
30 0.00000 0.02500 0.00070 0.00500 0.00038 0.00052
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Actuarial Section
SUMMARY OF MAJOR PLAN PROVISIONS
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Actuarial Section
SUMMARY OF MAJOR PLAN PROVISIONS

1.0516

1.1078

1.1692

1.2366

1.3099

1.3099

1.3099

1.3099

1.3099

1.3099

1.3099

1.3099

1.3099

1.3099

1.3099
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Actuarial Section
SUMMARY OF MAJOR PLAN PROVISIONS
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Statistical Section
REVENUES BY SOURCE AND EXPENSES BY TYPE

Revenues By Source

Fiscal

Year

Employee 

Contributions

Employer 

Contributions

% of Annual 

Covered 

Payroll

Investment 

Income

Other

Income
Total

   
1993-94 $4,362,398 $5,095,754 7.4% 12,908,870     0                   22,367,022
1994-95 $4,820,706 $5,164,712 6.6% 42,464,574     0                   52,449,992
1995-96 $5,499,722 $7,612,641 8.1% 57,646,467     0                   70,758,830

1996-97 (1) $6,008,277 $48,811,996 * 8.0% 60,129,700     0                   114,949,973
1997-98 $6,509,246 $5,271,411 5.2% 74,177,520     0                   85,958,177
1998-99 $8,371,325 $7,541,259 6.3% 60,195,972     0                   76,108,556
1999-00 $9,668,356 $11,121,304 8.1% 129,942,992   0                   150,732,652
2000-01 $10,093,056 $10,093,056 7.2% (26,382,764)    0                   (6,196,652)
2001-02 $10,230,986 $10,230,986 6.8% (25,215,551)    39,147          (4,714,432)
2002-03 $10,981,950 $10,981,949 7.3% 16,944,870     49,562          38,958,331
2003-04 $11,308,951 $9,594,758 6.1% 107,813,614   0                   128,717,323
2004-05 $11,771,012 $10,541,792 6.4% 80,933,519     49,562          $103,295,885

* The employer contributions for this year include $40,879,009 from issuance of Pension Obligation Bonds.

Expenses By Type

Year
Fund

Expenses
Refunds Benefits Total

1993-94 1,238,205 1,011,675 11,722,153 13,972,033
1994-95 1,082,470 1,313,436 12,367,146 14,763,052
1995-96 1,106,416 823,781 13,174,702 15,104,899

(2) 1996-97 775,403 1,220,046 14,177,623 16,173,072
1997-98 752,433          1,907,411     15,393,460     18,053,304
1998-99 712,656 2,317,443 16,600,658 19,630,757
1999-00 1,040,406 2,330,957 18,816,146 22,187,509
2000-01 1,049,185 2,188,245 21,052,017 24,289,447
2001-02 1,312,571 2,715,952 22,879,959 26,908,482
2002-03 1,180,730 2,925,441 25,044,483 29,150,654
2003-04 1,149,099 2,902,119 28,500,336 32,551,554
2004-05 1,157,147 3,961,841 31,314,574 36,433,562

(1) Beginning in fiscal year 1996-97, investment income is net of investment expenses and fund expenses include
only administrative expenses. In fiscal year 1996-97, Employer Contributions, actual, were $7,932,987, 8.0%
of covered payroll and Pension Obligation Bond Proceeds were $40,879,000.

(2) Beginning in fiscal year 1996-97, fund expenses include only administrative expenses.
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Statistical Section
RETIRED MEMBERS BY TYPE OF RETIREMENT
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Statistical Section
BENEFIT EXPENSES BY TYPE

Annual Benefi t Expenses by type
(Estimated Based upon Annualized Benefi t Amounts as of June 30 of each Year)                    

Valuation 
Date 6/30/98 6/30/99 6/30/00 6/30/01 6/30/02 6/30/03        6/30/2004        6/30/2005 

         
SService Retiree  
Payroll
General  $   9,348,264   $ 10,692,720   $ 11,043,684   $  11,849,592   $  12,388,437   $   13,553,194  $  15,738,701   $  17,244,778  
Safety  $   1,691,136   $   1,932,780   $   2,130,540   $    2,181,696   $    2,490,346   $     2,938,498  $    4,148,716   $    4,676,961  
Total  $ 11,039,400   $ 12,625,500   $ 13,174,224   $  14,031,288   $  14,878,783   $   16,491,692  $  19,887,417   $  21,921,739  
         
Disability Retiree  
Payroll     
General  $      740,052   $      741,000   $      785,436   $       939,974   $    1,000,897   $     1,131,493  $    1,346,235   $    1,546,430  
Safety  $   1,014,540   $   1,087,896   $   1,138,020   $    1,215,204   $    1,266,101   $     1,386,009  $    1,558,747   $    1,690,783  
Total  $   1,754,592   $   1,828,896   $   1,923,456   $    2,155,178   $    2,266,998   $     2,517,502  $    2,904,982   $    3,237,213  
         
Beneficiary  
Payroll
General  $   1,345,512   $   1,456,092   $   1,592,964   $    1,643,700   $    1,566,758   $     1,657,003  $    1,882,913   $    2,155,608  
Safety  $      334,812   $      353,976   $      385,092   $       424,608   $       404,779   $        425,545  $       537,017   $       551,229  
Total  $   1,680,324   $   1,810,068   $   1,978,056   $    2,068,308   $    1,971,537   $     2,082,548  $    2,419,930   $    2,706,877  
         
Total Benefit
Expense
General  $ 11,433,828   $ 12,889,812   $ 13,422,084   $  14,433,266   $  14,956,092   $   16,341,690  $  18,967,849   $  20,946,816  
Safety  $   3,040,488   $   3,374,652   $   3,653,652   $    3,821,508   $    4,161,226   $     4,750,052  $    6,244,480   $    6,918,973  
Total  $ 14,474,316   $ 16,264,464   $ 17,075,736   $  18,254,774   $  19,117,318   $   21,091,742  $  25,212,329   $  27,865,789  

3
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Statistical Section
SCHEDULE OF AVERAGE BENEFIT PAYMENTS

Valuation 
Date Plan Type Number Annual Benefits

Annual Average 
Benefits

% Increase in 
Average 

Benefits *

6/30/95 General 1,092             9,449,232$      8,653$               2.19%
Safety 150                2,263,626        15,091$             2.39%
Total 1,242             11,712,858$    9,431$               2.64%

6/30/96 General 1,127             10,124,740$    8,984$               3.82%
Safety 154                2,411,097        15,657$             3.75%
Total 1,281             12,535,837$    9,786$               3.77%

6/30/97 General 1,168             11,072,601$    9,480$               5.52%
Safety 161                2,664,186        16,548$             5.69%
Total 1,329             13,736,787$    10,336$             5.62%

6/30/98 General 1,175             11,433,828$    9,731$               2.65%
Safety 175                3,040,488        17,374$             4.99%
Total 1,350             14,474,316$    10,722$             3.73%

6/30/99 General 1,236             12,889,812$    10,429$             7.17%
Safety 187                3,374,652        18,046$             3.87%
Total 1,423             16,264,464$    11,430$             6.60%

6/30/00 General 1,262             13,422,084$    10,636$             1.99%
Safety 196                3,653,652        18,641$             3.30%
Total 1,458             17,075,736$    11,712$             2.47%

6/30/01 General 1,288             14,433,266$    11,206$             5.36%
Safety 199                3,821,508$      19,204$             3.02%
Total 1,487             18,254,774$    12,276$             4.82%

6/30/02 General 1,326             14,956,091$    11,279$             0.65%
Safety 210                4,161,227$      19,815$             3.19%
Total 1,536             19,117,318$    12,446$             1.38%

6/30/03 General 1,375             16,341,688$    11,885$             5.37%
Safety 226                4,750,054$      21,018$             6.07%
Total 1,601             21,091,742$    13,174$             5.85%

6/30/04 General 1,470             18,967,849$    12,903$             8.57%
Safety 258                6,224,480$      24,126$             15.16%
Total 1,728             25,192,329$    14,519$             10.75%

6/30/05 General 1,535             20,946,816$    13,646$             5.76%
Safety 273                6,918,973$      25,344$             5.05%
Total 1,808             27,865,789$    15,412$             6.15%

Includes Retirees and Benefi ciaries
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Statistical Section
PARTICIPATING EMPLOYERS AND ACTIVE MEMBERS

County of Tulare 2005 2004 2003

    General Members 3,270 3,248 3,706
    Safety Members 422 427 456

       Total 3,692 3,675 4,162

Tulae County Superior Court 201 195 0

Strathmore Public Utility District 4 3 3

Total Active Membership 3,897 3,873 4,165

As of June 30, 2005, 2004 and 2003

Tulare County Superior Court


