THE STATE BAR OFFICE OF FINANCE
OF CALIFORNIA PEGGY VAN HORN

Chief Financial Officer

180 HOWARD STREET, SAN FRANCISCO, CALIFORNIA 94105-1639 -Telephone: (415) 538-2353
Fax: (415) 538-2389
E-mail: peggy.vanhorn@calbar.ca.gov

DATE: February 21, 2007
TO: - Board of Governors
FROM: Peggy Van Horn P"""

Chief Financial Officer

SUBJECT: 2006 Financial Statements (unaudited) — Financial Highlights

Attached for your review are the unaudited 2006 financial statements for the State Bar of
California. These statements include:

Attachment 1 - Assets, Liabilities & Net Assets — All Funds

Attachment 2 - Assets, Liabilities & Net Assets — General Fund

Attachment 3 - Assets, Liabilities & Net Assets — Restricted Funds

Attachment 4 - Revenue, Expenses and Changes in Net Assets — All Funds
Attachment 5 - Revenue, Expenses and Changes in Net Assets — General Fund
Attachment 6 - Revenue, Expenses and Changes in Net Assets — Restricted Funds
Attachment 7 — Budget to Actual Comparison — General Fund

Attachment 8 - Budget to Actual Comparison — General Fund Expenses by
Function ’

Statement of Assets, Liabilities & Net Assets (Unaudited)

This statement reports the Bar’s assets, liabilities and net assets. For the year ended
December 31, 2006, the Bar’s total assets are $166.6 million, liabilities are $91.3 million
and net assets are $75.3 million. The General Fund, the Bar’s largest operating fund, has
assets of $82.5 million, liabilities of $74.8 million and net assets of $7.7 million.
Individual statements for the General Fund and the restricted funds are included for your
reference.

Statement of Revenue, Expenses and Changes in Net Assets (Unaudited)

This statement reports the Bar’s revenues, expenses, excess (deficiency) of revenues over
expenses and changes in net assets. For the year just ended, the Bar’s total revenues
(operating and non-operating) are $130.3 million and expenses are $118.9 million,
resulting in a surplus of $11.4.

The General Fund’s 2006 total revenues are $58.2 versus $52.1 million in 2005. The
$6.1 million increase over the previous year consists primarily of $4.3 million in



additional member dues revenue. In 2006, inactive member dues were increased by $65,
representing the first increase in inactive dues in over ten years. Changes in the criteria
for member scaling also reduced the amount of revenue loss associated with the reduced
fee. In addition, investment income increased by $1.1 million over the previous year due
to increases in short term interest rates that occurred during the year.

Budget to Actual Comparison — General Fund

Each quarter, a budget to actual comparison report for the General Fund is prepared.
This statement is designed to provide the Board with information about how the actual
performance of the General Fund’s revenues and expenses compare with anticipated
(budgeted) results. The report includes a quarterly budget comparison as well as year to
date and prior year comparisons.

Year to date, the General Fund’s total revenues reflect a positive variance of $1.2 million,
representing a 2.1% increase over budgeted revenues. The variance from budget is due to
increased investment income and membership fee revenue.

Total General Fund expenses for the year reflect a positive variance of $4.6 million.
During 2006, the General Fund has significant salary savings due to an overall 20%
vacancy rate of authorized positions. These salary savings are the primary reason for the
positive expense variance.

Attachment 8 presents budget to actual information for General Fund expense by
functional area. Any negative variances at the individual program level are insignificant.
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THE STATE BAR FINANCE
OF CALIFORNIA

180 HOWARD STREET, SAN FRANCISCO, CALIFORNIA 94105-1639 TEL (415) 538-2200
MEMORANDUM
DATE: February 16, 2006
TO: Board of Governors
FROM: Peggy Van Horn, Chief Financial Officer b b
SUBJECT: Quarterly Investment Report as of December 31, 2006

Attached is the quarterly investment report for the State Bar of California as of December 31,
2006. The report is presented in a format that conforms to the investment policy adopted by the
Board of Governors in May 2005. As of the end of December, the market value of the State
Bar’s investment portfolio totaled $62 million.

The time-weighted average rate of return of the investment portfolio as of the end of the year is
4.09%. Actual investment earnings received through the end of the fourth quarter were
$4,169,213.
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Asset Group

Money Market

Commercial Paper

Corporate Bonds

Government Bonds

Interest Receivable
Subtotal-Securities, Bonds and Notes

Metlife Investment Account
Local Agency Investment Fund
Subtotal-Other Investments

Grand Total

Unrealized Gain/(Loss):
Market Value of Portfolio
Original Cost of Portfolio

Unrealized Gain/(Loss)

State Bar of California
Investment Report Summary

December 31, 2006

Original Market Portfolio

Cost Value Percentage
1,206,286 1,206,286 1.94%
3,046,370 2,981,870 4.81%
22,995,625 22,630,660 36.47%
- 317,827 0.51%
27,248,281 27,136,643 43.73%
174,340 174,340 0.28%
34,744,845 34,744,845 55.99%
34,919,185 34,919,185 56.27%
62,167,466 62,055,828 100%

61,738,001

62,167,466

(429,465)

Weighted
Average Yield

5.06%

4.31%
4.17%

4.00%

4.09%



THE STATE BAR FINANCE
OF CALIFORNIA

180 HOWARD STREET, SAN FRANCISCO, CALIFORNIA 94105-1639 TEL (415) 538-2200
MEMORANDUM
DATE: February 19,2006
TO: Board of Governors
FROM: Peggy Van Horn, Chief Financial Officer ‘PVL’
SUBJECT: Status of Claims Activities — Client Security Fund

Through the Quarter Ended December 31, 2006

A series of reports are generated to report claims activity within the Client Security Fund each
quarter. These reports include:

Adverse Trend Indicators

Claims Activity for the quarter ended December 31, 2006
Claims Aging Report

Cumulative Claims Aging Report

24 Month Rolling Average of Claims Paid

Analysis of New Claims Paid, Rejected or Withdrawn

Through the end of December, 1,314 new claims in the amount of $10.9 million were filed,
comparing to 1,318 claims filed in the amount of $11.6 million in the year of 2005. Based on
the current claims payout ratio of 42.86%, the estimated outstanding claims liability is
approximately $4.1 million. Total cash and investments available to address this liability at the
end of December 2006 are $2.2 million, comparing to $1.5 million at the end of 2005.
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THE STATE BAR OF CALIFORNIA
CLIENT SECURITY FUND

24 MONTH ROLLING AVERAGE
OF CLAIMS PAID RATIO

Period of: JAN.05 through DEC.06

PAID CLAIMS
Mo. Ave. 24 Mo. Cumulative
Month Payout Rolling Paid
Covered Amount Ratio Average Total
JAN.05 416,805 74.00% 416,805
FEB.05 189,131 44.56% 605,936
MAR.05 610,725 50.07% 1,216,661
APR.05. 85,282 20.24% 1,301,943
MAY.05 286,946 37.22% 1,588,889
JUN.05 273,542 24.01% 1,862,431
JUL.05 376,473 44.67% 2,238,905
AUG.05 326,853 37.57% 2,565,758
SEP.05 460,932 42.77% 3,026,690
OCT.05 334,403 30.58% 3,361,093
NOV.05 503,702 46.21% 3,864,795
DEC.05 791,842 45.44% 4,656,637
JAN.06 0 0.00% 4,656,637
FEB.06 234,562 22.68% 4,891,199
MAR.06 410,881 41.85% 5,302,080
APR.06 255,696 25.67% 5,657,776
MAY.06 568,820 48.07% 6,126,596
JUN.06 569,784 56.97% 6,696,380
JUL.06 295,246 43.32% 6,991,626
AUG.06 ‘ 405,046 44.54% 7,396,672
SEP.06 227,000 32.31% 7,623,672
OCT.06 503,610 52.60% 8,127,282
NOV.06 428,897 36.83% 8,556,179
DEC.06 1,413,725 59.97% 9,969,904
9,969,904 42.86%
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