


Investments

Real Assets Portfolio Design

Real assets typically behave differently than stocks and bonds,
and therefore provide further diversification to an investment
portfolio. CERF's portfolio includes an allocation to real estate,
primarily through a diversified real estate fund.

The real assets portfolio is intended to be diversified by
geographic location and property type, while maintaining
strict quality requirements for each property, including
leverage and occupancy rates.

2012 Year in Review

The global financial markets posted strong returns in 2012,
although volatility remained high as investors struggled to
navigate significant macroeconomic concerns. The continuing
credit and political crisis in Europe, worries about a “hard
landing” in China, the U.S. elections, and ultimately, the U.S.
fiscal cliff drama all caused a great deal of uncertainty. The
direction of global stock and bond markets each day was often
driven by perceived progress, or lack thereof, on all of these
fronts. Throughout the various crises, central bankers across
the globe embarked on unprecedented monetary policies
designed to stimulate the sluggish economies. This led to
particularly strong results toward the end of the year, as the
“worst case” scenarios did not come to fruition.

With progress made in Europe and concerns about China’s
economic growth abating, stocks, bonds and real estate
assets generated sizeable returns in 2012 as investors were
more willing to take risks. While there were some challenging
months, particularly during the spring and summer, the
rewards for taking a longer-term view and a disciplined
approach to investing were significant. Large capitalization
U.S. stocks (as measured by the S&P 500 Index) were up 16%,
while other developed equity markets across the globe also
generated strong returns. Riskier asset classes such as small
capitalization stocks (particularly those linked to the financial
and cyclical segments of the economy) and emerging markets
stocks performed the best during the year.

With continued improvement in domestic economic conditions,
corporate balance sheets and earnings remained strong. This
resulted in positive returns across the bond markets as well,
whether viewed from a quality, sector or maturity perspective.
Within the corporate sector, 2012 was another year where lower
quality credits advanced the most, as investors were buoyed by
modest valuations on securities issued by formerly-distressed
corporations with outsized opportunities for improvement in
their financial condition.

The CERF Portfolio was able to capitalize on the positive returns
in 2012, with the total plan assets returning nearly 14%. This
has capped off a strong period of recovery from the financial
crisis of 2008-2009, as evidenced by the better than 9%
average annual growth over the past three years. These results
were generated with modest risk, resulting in a favorable risk-
adjusted return profile for the portfolio over all longer-term
periods.

Ongoing Monitoring

The CERF Board of Directors works closely with their investment
consultant to oversee all aspects of the investment program,
including investment policy design and review, asset allocation
review and ongoing manager due diligence.

CERF’s investment managers provide regular updates on their
portfolios to the consultant and CERF’s staff. In addition, each
investment manager presents a formal update to the Board on
a periodic basis.

CERF's Board of Directors and their consultant meet each
calendar quarter to review the investment portfolio in detail
and to discuss and address specific issues. In addition, interim
meetings are held as needed. This ensures that the monitoring
and oversight process for CERF's investment portfolio is
ongoing.

The CERF Board’s primary focus regarding the retirement funds
is to develop and implement an investment program which
is designed to achieve the stated investment objectives in a
prudent manner over a long-term time horizon.



Actuarial

PLAN MEMBERSHIP AS OF JULY 1,2012
Covered Payroll $357,441,466
Average Pay per Active Member $32,533

ANNUAL REQUIRED CONTRIBUTION

Unfunded Actuarial Accrued Liability (UAAL) $151,375,851
Amortization of UAAL, with interest to mid-year* $ 11,334,340
Normal Cost, with interest to mid-year $ 16,107,776

Reduction in Normal Cost for

Member Contributions $ 8,735,541
Annual Required Contribution $ 18,706,575
as a percent of payroll 5.23%
PLAN ASSETS
Market Value $326,820,719
Actuarial Value $331,189,281
FUNDED STATUS
Actuarial Present Value of Accrued Benefits $412,607,856

(based on current pay)

Funded Ratios
Accumulated Benefit Basis 80%
Actuarial Accrued Liability Basis 69%

* Until July 1,2011, the UAAL was being amortized as a level percentage of payroll over a 30-year period
beginning January 1,1995. As of July 1,2011, the UAAL amortization was started fresh over a 20-year period.
New components of the UAAL will be amortized over new 20-year periods as such components arise.
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Financial
Statements

STATEMENT OF PLAN NET POSITION

DECEMBER 31,2012
ASSETS

Cash S 1,830,262

Receivables:
Member contributions 311,115
Member prior service contributions 131,408
County contributions 2,465,797
Receivable for pending investment sales 178,975
Accrued interest and dividends 738,790
Total receivables 3,826,085
Investments, at fair value 346,130,783
Invested securities lending collateral 46,947,061
Other assets 2,001

Capital assets, net of accumulated depreciation

of $2,273,197 and $2,190,846 3,758,382
Total assets 402,494,574
LIABILITIES

Accounts payable 780,620
Accrued defined contribution plan funding 2,472,044
Other accrued expenses 167,542
Deferred revenue 145,497
Payable for pending investment purchases 1,690,142
Collateral for securities on loan 48,323,210
Total liabilities 53,579,055

Net position-restricted for pension benefits $ 348,915,519

The notes to financial statements are an integral part of these statements and
are available on CERF's website, or by contacting the CERF Administrative Office.
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Financial
Statements

STATEMENT OF CHANGES IN PLAN NET POSITION

FOR THE YEAR ENDED DECEMBER 31,2012

ADDITIONS:
Contributions:
County receipts
By members
For members, paid by counties
Members, purchase of prior service
Total contributions

Investment income (loss):
Investing activities:

Net appreciation (depreciation) in fair value of investments

Fixed income securities
Equity securities
Alternative investments
Other miscellaneous income
Total investment income
Investment expenses

Net income (loss) from investing activities

Securities lending activities:
Income
Expenses
Net increase in fair value of re-invested collateral
Net income from securities lending activities
Total net investment income (loss)
Other income

Total additions

DEDUCTIONS:
Benefits
Refunds of member contributions
Defined contribution plan matching contribution
Administrative expense
Total deductions

Net increase
Net position-restricted for pension benefits

Beginning of year
End of year

$ 19,919,125
9,412,122
1,150,772

85,145

$ 30,567,164

35,630,796
2,632,257
3,653,395

12,199

41,928,647
(1,902,165)

40,026,482

161,070
(42,640)
370,227

488,657
40,515,139

3,781

71,086,084

20,273,110
3,185,425
2,472,044
1,964,117

27,894,696

43,191,388

305,724,131

$348,915,519

The notes to financial statements are an integral part of these statements and
are available on CERF's website, or by contacting the CERF Administrative Office.



CERF Demographics

(Data as of December 31,2012)

Active Participants 10,891
Retired Members and Beneficiaries 3,671
Terminated Vested Participants 1,825
Sum of Death Benefits (since inception) $ 3,959,948
Sum of Remaining Buy Back Balances $ 131,408
Sum of Benefit Payments, Taxes and

Buy Back Payments (since inception) $153,590,663
Average Gross Monthly Benefit $463.71

Summary of County Receipts for 2012

Assessor Collector Collector County Employee County Recorder
Late Fees Merchant Delinquent | Interest J Contributions | Contributions | Document
License Fees Fees Fees

$5,550,327  $1,086,122 $7,798,546 $55,342 $9,412,122 $1,150,772 $5,478,788
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