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FINANCE & AUDIT COMMITTEE MEETING

AGENDA
LINK TO ZOOM MEETING
MEETING #: 661 516 2566
PAsSsScODE: 1234
YOUR BEST PROTECTION ZOOM CALL IN #: (669) 900-6833

Monday, September 27, 2021,8:30 a.m.

This meeting shall consist of a simultaneous Zoom teleconference call at the ACWA JPIA,
2100 Professional Drive, Roseville, CA 95661 and remote sites.

WELCOME

CALL TO ORDER AND ANNOUNCEMENT OF QUORUM

ANNOUNCEMENT RECORDING OF MEETING This meeting may be recorded to assist
in preparation of minutes. Recordings will only be kept 30 days following the meeting, as
mandated by the California Brown Act.

PUBLIC COMMENT Members of the public will be allowed to address the Finance and
Audit Committee on any agenda item prior to the Committee's decision on the item. They
will also be allowed to comment on any issues that they wish which may or may not be on
the agenda. If anyone present wishes to be heard, please let the Chairman know.

INTRODUCTIONS

ADDITIONS TO OR DELETIONS FROM THE AGENDA

Presenter Page#
Cuquet * .  Approve the minutes of the meeting of April 7, 2021.

Al ll. Report on meetings attended on behalf of the JPIA.

deBemardi % ]|,  Review and make recommendation on the Investment Policy.

Babbe % ]V, Long-term Investment Portfolio update. 23
Sells * V. California Water Insurance Fund update. 42
deBemardi % V|,  Discuss JPIA Custodial Service Provider. 49

Preliminary Agenda-date issued: August 26, 2021
Final Agenda-date issued: September 13, 2021


https://us02web.zoom.us/j/6615162566?pwd=azhrRU1uR3ZrZVRLd0EyakthWHQ4dz09
https://us02web.zoom.us/j/6615162566?pwd=azhrRU1uR3ZrZVRLd0EyakthWHQ4dz09

Presenter Fagel
Cuquet * VII. Discuss next meeting.

ADJOURN
*Related items enclosed.

Americans with Disabilities Act — The JPIA conforms to the protections and prohibitions contained in Section
202 of the Americans with Disabilities Act of 1990 and the Federal Rules and Regulations adopted in
implementation thereof. A request for disability-related modification or accommodation, in order to participate in
a public meeting of the JPIA, shall be made to: Shelley Tippit, Accountant I, ACWA JPIA, PO Box 619082,
Roseville, CA 95661-9082; telephone (916) 786-5742. The JPIA’s normal business hours are Monday — Friday,
7:30 a.m. to 4:30 p.m. (Government Code Section 54954.2, subdivision. (a)(1).)

Written materials relating to an item on this Agenda that are distributed to the JPIA’s Finance and Audit
Committee within 72 hours before it is to consider the item at its regularly scheduled meeting will be made
available for public inspection at ACWA JPIA, 2100 Professional Drive, Roseville, CA 95661-3700; telephone
(916) 786-5742. The JPIA’s normal business hours are Monday — Friday, 7:30 a.m. to 4:30 p.m.

Preliminary Agenda-date issued: August 26, 2021
Final Agenda-date issued: September 13, 2021



Unapproved minutes

Finance & Audit Committee Meeting
ACWA Joint Powers Insurance Authority

2100 Professional Drive

Roseville, CA 95661

(800) 231-5742

YOUR BEST PROTECTION
April 07, 2021

This meeting consisted of a simultaneous Zoom teleconference meeting at the ACWA
JPIA, 2100 Professional Drive, Roseville, CA 95661 and remote sites.

MEMBERS PRESENT

Chairman: Carrie Guarino, Cucamonga Valley Water District
Louis Jarvis, Glenn-Colusa Irrigation District

Marlene Kelleher, Vista Irrigation District

Susan Talwar, Citrus Heights Water District

Steve Ruettgers, Kern County Water Agency

Jim Smith, Wheeler Ridge-Maricopa Water Storage District
Jennifer Bryant, Helix Water District

MEMBERS ABSENT

None.

STAFF PRESENT

Chief Executive Officer/Secretary: Walter “Andy” Sells
David deBernardi, Director of Finance

Robert Greenfield, General Counsel

Karen Thesing, Director of Insurance Services

Dan Steele, Finance Manager

Sandra Smith, Employee Benefits Manager

Robin Flint, Risk Control Manager

Shelley Tippit, Accountant |l (Recording Secretary)
Chimene Camacho, Executive Assistant to the CEO

OTHERS IN ATTENDANCE

Thomas A. Cuquet, South Sutter Water District

Fred R. Bockmiller, Mesa Water District

David Drake, Rincon del Diablo Municipal Water District

E.G. “Jerry” Gladbach, Santa Clarita Valley Water Agency

Bruce Rupp, Humboldt Bay Municipal Water District

Brent Hastey, Yuba Water Agency

Melody A. McDonald, San Bernardino Valley Water Conservation District
Randall J. Reed, Cucamonga Valley Water District

Pamela Tobin, San Juan Water District, ACWA VP

Kevin Wong, Gilbert Associates

Unapproved Finance & Audit Committee meeting minutes of April 07, 2021



Bob Green, Gilbert Associates

WELCOME/INTRODUCTIONS

Chairman Guarino welcomed everyone in attendance.

CALL TO ORDER AND ANNOUNCEMENT OF QUORUM

Chairman Guarino called the meeting to order at 10:10a.m. She announced there was a
quorum.

ANNOUNCEMENT RECORDING OF MINUTES

Chairman Guarino announced that the meeting would be recorded to assist in
preparation of minutes. Recordings are kept 30 days following the meeting, as
mandated by the California Brown Act.

PUBLIC COMMENT

Chairman Guarino noted that, as the agenda stated, members of the public would be
allowed to address the Finance & Audit Committee on any agenda item prior to the
Committee’s decision on that item. Comments on any issues on the agenda, or not on
the agenda, were also welcomed. No comments were brought forward.

ADDITIONS TO OR DELETIONS FROM THE AGENDA

Chairman Guarino asked for any additions to, or deletions from, the agenda; none
requested.

APPROVAL OF MINUTES

Chairman Guarino called for approval of the minutes of the August 24, 2020
meeting. A suggestion was made that the word “uncertainty” be removed from
page 3 of the unapproved minutes under Long-Term Investment Policy section,
second paragraph. The Committee approved the minutes as amended as
follows: Mr. Babbe noted that with the election and COVID-19, JPIA’s long term
investment strategy and discipline manner remain key components.

M/S/C (Ruettgers/Kelleher) (Guarino-Yes; Jarvis-Yes; Bryant-Yes;
Kelleher-Yes; Talwar-Yes; Ruettgers-Yes; Smith-Yes): That the Finance &
Audit Committee approve the minutes of the August 24, 2020 meeting, as
amended.

MEETINGS ATTENDED ON BEHALF OF THE JPIA

None reported.

FINANCIAL STATEMENTS

Mr. Wong and Mr. Green reported that the JPIA received an unmodified opinion. The
opinion stated that the Financial Statements present fairly, in all material respects, the
financial position of the JPIA as of September 30, 2020, and the results of its operations
and cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Unapproved Finance & Audit Committee meeting minutes of April 07, 2021



As in the previous year, the JPIA prepared a Comprehensive Annual Financial
Report in accordance with the Government Finance Officers Association (GFOA)
standards. Management intends to submit this report to the GFOA for review in order
to again obtain a Certificate of Achievement for Excellence in Financial Reporting.
Consequently, the annual report has additional reports therein to meet these high
standards.

M/S/C (Jarvis/Smith) (Guarino-Yes; Jarvis-Yes; Bryant-Yes; Kelleher-Yes;
Talwar-Yes; Ruettgers-Yes; Smith-Yes): That the Finance & Audit
Committee recommends that the Executive Committee Approve the
Audited Financial Statements and to forward to the Board of Directors at
their next meeting for final approval.

OPERATING BUDGET

Mr. deBernardi conveyed that in March of each year, a proposed operating budget is
submitted to the Finance & Audit Committee and then to the Executive Committee for
review. At the ACWA spring conference, the proposed operating budget is presented for
approval to the Board of Directors. The budget covers General & Administrative (G&A)
Expenses for the fiscal year ending September 30, 2022.

The most significant changes to the G&A budget for the fiscal year are staff salaries and
staff employee benefits. Staff Salaries increase is due to a 2.5% cost of living
adjustment. Staff Employee Benefits increase is due to a reduction of the discount rate
and projected increases to future costs.

The overall increase in the Operating Budget is 9.9%. Salaries remain the largest line
item in the budget.

M/S/C (Kelleher/Bryant) (Guarino-Yes; Jarvis-Yes; Bryant-Yes; Kelleher-
Yes; Talwar-Yes; Ruettgers-Yes; Smith-Yes): That the Finance & Audit
Committee recommends that the Executive Committee Approve the
Operating Budget for fiscal year ending September 30, 2022 and to
forward to the Board of Directors at their next meeting for final approval.

INVESTMENT PORTFOLIO

Mr. deBernardi reported JPIA allocates investments into two different portfolios. The
“Fixed Income” portfolio has a balance of approximately $141 million and the portion of
the portfolio allocated to the California Water Insurance Fund (CWIF) is approximately
$71 million.

CEO UPDATE

Mr. Sells reported on relevant current issues:
e The Finance & Audit Committee structure change to add two members from the
Executive Committee.
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e Refund checks were mailed last week. In total, a little over $6 million in refund
checks were disbursed.

e The JPIA Board of Directors meeting scheduled for May 10, 2021.

e The Liability and Property insurance market update.

¢ Recruitment for an Assistant Chief Executive Officer will commence between
April — May, 2020.

e Finance & Audit Committee Chair Carrie Guarino’s retirement. This is her last
Committee meeting and the Committee thanked her for her five years of service.

MISCELLANEOUS

Future Agenda ltems
None stated.

Availability for Upcoming Meeting
The next scheduled Finance & Audit Committee meeting is September 20, 2021.

The Finance & Audit Committee meeting adjourned at 11:37 a.m..

Unapproved Finance & Audit Committee meeting minutes of April 07, 2021



ACWA JPIA
Investment Policy Update
September 27, 2021

BACKGROUND

The current investment policy was approved by the Board of Directors in November
2020. Every year, per the JPIA Bylaws, the investment policy must be approved by the
Board of Directors.

CURRENT SITUATION
After review by staff and the JPIA’s investment advisor, there are some proposed
changes summarized in an attached memo from PFM.

RECOMMENDATION

That the Finance & Audit Committee recommends that the Executive Committee
approve the changes to the Investment Policy, as presented, and forward for final
approval to the Board of Directors.

Prepared by: David deBernardi, Director of Finance  Date Prepared: August 31, 2021



pfl I I August 31, 2021
Memorandum

To: David deBernardi, Director of Finance
Daniel Steel, Finance Manager
Association of California Water Agencies Joint Powers Insurance Authority

From: Sarah Meacham, Managing Director
Richard Babbe, CCM, Senior Managing Consultant
PFM Asset Management LLC

Re: 2021 Investment Policy Review

We completed our annual review of the Association of California Water Agencies Joint Powers
Insurance Authority (“Authority”) Investment Policy (“Policy”). As written, the Policy is
comprehensive and is in compliance with the California Government Code (“Code”) sections that
govern the investment of public funds.

We are, however, recommending several Policy updates related to Senate Bill 998, which took
effect on January 1, 2021. Our recommendations are summarized below. In addition, we have
attached a blacklined version of the Policy illustrating our recommendations.

The Bill’'s amendments to Code and our recommendations are described below. As revised, the
Code:

e Eliminates the 10% limit on the outstanding commercial paper of any one issuer and
establishes a combined 10% per issuer limit on commercial paper and corporate notes. We
recommend that the Authority eliminate the 10% limit on the outstanding commercial
paper as it is no longer in the Code. There is no need for the Authority to incorporate the
new 10% combined per issuer limit on commercial paper and corporate notes as the
Authority already has a more restrictive 5% per issuer limit that applies across sectors.

e Allows local agencies that have more than $100 million of investment assets under
management to invest up to 40% in commercial paper (the limit remains 25% for agencies
other than a county or a city and county that have less than $100 million of investment
assets). Although the Authority’s portfolio currently makes limited use of commercial
paper, we recommend increasing the Policy limit to match the current Code limit to retain
the investment flexibility allowed by Code. The limit remains 25% if the Authority’s
investment assets fall under $100 million.



e Allows local agencies to invest in securities issued or backed by the U.S. government that
could result in zero or negative interest accrual if held to maturity, in the event of, and for
the duration of, a period of negative market interest rates. This was a modification to
Government Code Section 53601.6 that prohibits certain types of investments. While we
do not anticipate negative market interest rates, we recommend the Authority reference
this Code section in the Policy so that the Authority has the flexibility to purchase these
securities if interest rates were to go negative. This provision will remain in effect only until
January 1, 2026.

e Allows federally recognized Indian tribes to invest and participate in investment JPAs. This
provision does not apply to the Authority.

Please let us know if you have any questions or if you would like to discuss our recommendations
in more detail. For your reference, | have also attached an analysis of Senate Bill 998.



ASSOCIATION OF CALIFORNIA WATER AGENCIES

JOINT POWERS INSURANCE AUTHORITY

INVESTMENT POLICY
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INVESTMENT POLICY

OBJECTIVE

The objectives of the Investment Policy of the Association of California Water Agencies

Joint Powers Insurance Authority (JPIA or Authority) are as follows, in order of priority.

(1)  Safeguard the principal of the funds under its control by maintaining an appropriate
risk level.

(2) Meet the liquidity needs of the Authority.

(3)  Achieve an optimum rate of return (defined as income plus realized and unrealized
capital gains and losses) on available assets (not required for current operating
needs), commensurate with an appropriate level of risk.

SCOPE

Except for funds held in the JPIA’s working bank accounts used for the daily operations,

funds with the California Water Insurance Fund, and any retirement funds held in a trust,

it is intended that this policy cover investment funds and activities of the Authority.

DELEGATION OF AUTHORITY

Section 53600, et seq. of the Government Code provide legal authorization and reporting
requirements for the investment of funds of local agencies when applicable. All
investments of the JPIA shall conform to the restrictions of these laws. In accordance with
Section 53607 the authority to invest or reinvest the funds of the Authority is delegated to
the Treasurer of the JPIA for a one-year period. Each year the Authority’s Board of
Directors meets at the ACWA Spring and Fall Conference and therein delegates its
authority to invest funds to the Authority’s Treasurer, who shall thereafter assume full
responsibility for those transactions until the delegation of authority is revoked or expires.

PRUDENCE

All participants in the investment process shall recognize that the investment portfolio is
subject to the prudent investor standard as set forth by California Government Code and
to public review and evaluation and shall seek to act responsibly as fiduciaries of the
public trust. The prudent investor standard states that when investing, reinvesting,
purchasing, acquiring, exchanging, selling, or managing public funds, a trustee shall act
with care, skill, prudence, and diligence under the circumstances then prevailing,
including, but not limited to, the general economic conditions and the anticipated needs of
the Authority, that a prudent person acting in a like capacity and familiarity with those
matters would use in the conduct of funds of a like character and with like, aims, to
safeguard the principal and maintain the liquidity needs of the Authority.

ETHICS AND CONFLICTS OF INTEREST

Officers and employees involved in the investment process shall refrain from personal
business activities that could conflict with proper execution of the investment program, or
which could impair their ability to make impartial decisions. Employees and investment
officials shall disclose to the Chief Executive Officer any material financial interests in
financial institutions that conduct business within their jurisdiction, and they shall further
disclose any large personal financial/investment positions that could be related to the
performance of the Authority.
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PERMISSIBLE INVESTMENTS

An appropriate risk level shall be maintained by primarily purchasing securities that are of
high quality, liquid, and marketable. See table on page 6 for further limits.

The classes of investments that most adequately meet the criteria for purchases are listed
as follows.

1.

United States Treasury notes, bonds, bills, or certificates of indebtedness, or those
for which the faith and credit of the United States are pledged for the payment of
principal and interest.

There is no limit as to the amount of the Authority’s investment portfolio that may
be invested in this category.

Federal agency or United States government-sponsored enterprise obligations,
participations, or other instruments, including those issued by or fully guaranteed
as to principal and interest by federal agencies or United States government-
sponsored enterprises.

There is no limit as to the amount of the Authority’s investment portfolio that may
be invested in this category. No more than 50% of the Authority's investment
portfolio may be invested in any one federal agency.

Registered state warrants or treasury notes or bonds of this state, including
bonds payable solely out of the revenues from a revenue-producing property
owned, controlled, or operated by the state or by a department, board, agency, or
authority of the state. Obligations eligible for investment under this subdivision
must be rated in a rating category "A" or its equivalent or better by a Nationally
Recognized Statistical Rating Organization (NRSRO).

There is no limit as to the amount of the Authority’s investment portfolio that may
be invested in this category.

Registered treasury notes or bonds of any of the other 49 states in addition to
California, including bonds payable solely out of the revenues from a revenue-
producing property owned, controlled, or operated by a state or by a department,
board, agency, or authority of any of the other 49 states, in addition to California.
Obligations eligible for investment under this subdivision must be rated in a rating
category "A" or its equivalent or better by a NRSRO.

There is no limit as to the amount of the Authority’s investment portfolio that may
be invested in this category.

Bonds, notes, warrants, or other evidences of indebtedness of a local agency
within this state, including bonds payable solely out of the revenues from a
revenue-producing property owned, controlled, or operated by the local agency,
or by a department, board, agency, or authority of the local agency. Obligations
eligible for investment under this subdivision must be rated in a rating category
"A" or its equivalent or better by a NRSRO.
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There is no limit as to the amount of the Authority’s investment portfolio that may
be invested in this category.

. Bankers’ Acceptances issued by domestic or foreign banks, which are eligible for
purchase by the Federal Reserve System, the short-term paper of which is rated
in the highest rating category as provided for by a NRSRO.

Purchases of Bankers’ Acceptances may not exceed 180 days’ maturity or 20%
of the Authority's investment portfolio.

. Commercial paper rated in the highest letter and number rating as provided for
by an NRSRO. The entity that issues the commercial paper shall meet all of the
conditions in either paragraph (a) or (b):

a. The entity meets the following criteria:

(i) Is organized and operating in the United States as a general
corporation.

(ii) Has total assets in excess of five hundred million dollars
($500,000,000).

(iii) Has debt other than commercial paper that, if any, is rated in a rating
category "A," its equivalent or higher by an NRSRO.

b. The entity meets the following criteria:

(i) Is organized within the United States as a special purpose corporation,
trust, or limited liability company.

(i) Has program wide credit enhancements including, but not limited to,
overcollateralization, letters of credit, or surety bond.

(i) Has commercial paper that is rated in a rating category "A-1" or higher,
or the equivalent, by an NRSRO.

Purchases of commercial paper may not exceed 2540% of the Authority's
investment portfolio (The limit is 25% if the Authority has less than $100 million of

investment assets).

. Medium-term notes, defined as all corporate and depository institution debt
securities with a maximum remaining maturity of five years or less, issued by
corporations organized and operating within the United States or by depository
institutions licensed by the United States or any state and operating within the
United States. Medium-term corporate notes shall be rated in a rating category
"A", its equivalent, or better by an NRSRO.

Purchase of medium-term corporate notes may not exceed 30% of the
Authority's investment portfolio.

. Negotiable certificates of deposit or deposit notes issued by a nationally or state-
chartered bank or a state or federal savings and loan association or by a



federally- or state-licensed branch of a foreign bank; provided that the senior
debt obligations of the issuing institution are rated in a rating category "A", its
equivalent, or better by an NRSRO.

Purchase of negotiable certificates of deposit may not exceed 30% of the
Authority's investment portfolio.

10.FDIC insured or fully collateralized time certificates of deposit (Time CDs) in

11

financial institutions located in California, including U.S. branches of foreign
banks licensed to do business in California. All time deposits must be
collateralized in as specified under Government Code Section 53630 et seq. The
Treasurer, at their discretion, may waive the collateralization requirements for
any portion that is covered by federal deposit insurance.

.Local Government Investment Pools (LGIP). Shares of beneficial interest issued

by a joint powers authority organized pursuant to Government Code Section
6509.7 that invests in the securities and obligations authorized in subdivisions (a)
to (q) of Government Code Section 53601, inclusive. Each share shall represent
an equal proportional interest in the underlying pool of securities owned by the
joint powers authority. To be eligible under this section, the joint powers authority
issuing the shares shall have retained an investment adviser that meets all of the
following criteria:

a. The adviser is registered or exempt from registration with the Securities
and Exchange Commission.

b. The adviser has not less than five years of experience investing in the
securities and obligations authorized in subdivisions (a) to (0) Government
Code Section 53601, inclusive.

c. The adviser has assets under management in excess of five hundred
million dollars ($500,000,000).

The purchase price of shares shall not exceed 50% of the investment portfolio of
the Authority.

12. State of California's Local Agency Investment Fund (LAIF). Investment in LAIF

may not exceed the lesser of the limit established by LAIF or 50% of the portfolio
and should be reviewed periodically. (Government Code § 16429.1)

13.Shares of beneficial interest issued by diversified management companies that

are money market funds registered with the Securities and Exchange
Commission under the Investment Company Act of 1940 (15 U.S.C. Sec. 80a-1,
et seq.). To be eligible for investment pursuant to this subdivision these
companies shall either: (1) attain the highest ranking letter or numerical rating
provided by not less than two of the three largest nationally recognized rating
services or (2) have an investment advisor registered or exempt from registration
with the Securities and Exchange Commission with not less than five years of
experience managing money market mutual funds and with assets under
management in excess of $500,000,000.

12
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The purchase price of shares shall not exceed 20% of the investment portfolio of
the Authority.

14.Repurchase Agreements used solely as short-term investments not to exceed 92
days.

The Authority may enter into Repurchase Agreements with primary dealers in
U.S. Government securities who are eligible to transact business with, and who
report to, the Federal Reserve Bank of New York.

The following collateral restrictions will be observed: Only U.S. Treasury
securities or Federal Agency securities, as described in this section, will be
acceptable collateral. All securities underlying Repurchase Agreements must be
delivered to the Authority's custodian bank versus payment or be handled under
a properly executed tri-party repurchase agreement. The total market value of all
collateral for each Repurchase Agreement must equal or exceed, 102% of the
total dollar value of the money invested by the Authority for the term of the
investment. For any Repurchase Agreement with a term of more than one day,
the value of the underlying securities must be reviewed at least weekly. Since the
market value of the underlying securities is subject to daily market fluctuations,
the investments in repurchase agreements shall be in compliance if the value of
the underlying securities is brought back up to 102% no later than the next
business day.

Market value must be calculated each time there is a substitution of collateral.

The Authority or its trustee shall have a perfected first security interest under the
Uniform Commercial Code in all securities subject to Repurchase Agreement.

The Authority will have properly executed SIFMA agreement with each counter
party with which it enters into Repurchase Agreements.

Purchases of repurchase agreements shall not exceed 20% of the investment
portfolio of the Authority.

15. Supranationals. United States dollar denominated senior unsecured
unsubordinated obligations issued or unconditionally guaranteed by the
International Bank for Reconstruction and Development (IBRD), International
Finance Corporation (IFC), or Inter-American Development Bank (IADB), with a
maximum remaining maturity of five years or less, and eligible for purchase and
sale within the United States. Investments under this subdivision shall be rated
"AAA", its equivalent, or better by an NRSRO.

Purchases of supranationals shall not exceed 20% of the investment portfolio of
the Authority.

16. Asset-Backed Securities. Mortgage pass-through securities, collateralized
mortgage obligations, mortgage-backed or other pay-through bonds, equipment
lease-backed certificates, consumer receivable pass-through certificates, or
consumer receivable-backed bonds with a maximum remaining maturity of five
years or less. Securities eligible for investment under this subdivision shall be
rated in a rating category "AA" or its equivalent or better by at least one NRSRO.



Purchase of securities authorized by this subdivision may not exceed 20% of the
Authority's total portfolio.

The JPIA shall also have the option of depositing funds with banks, savings and loans,
and credit unions (Government Code §53620 et seq.) as a means to complement the
investment program when appropriate. The financial institutions shall have received an
overall rating of not less than “satisfactory” in its most recent evaluation by the
appropriate federal financial supervisorial agency of its record of meeting the credit needs
of California’s communities as required by (Government Code § 53635.2). All bank
deposits must be collateralized as specified under Government Code Section 53630 et
seq. The Treasurer, at their discretion, may waive the collateralization requirements for
any portion that is covered by federal deposit insurance.

LIMITATIONS/DIVERSIFICATION

Below is a table summarizing the maximum percentage and minimum credit quality
required for each permissible investment type. Percent limitations shown are based on
book value at time of purchase. Percentages may change after purchase as a result of
withdrawals from the portfolio. Credit quality refers to the credit rating at the time the
security is purchased. If an investment’s credit rating falls below the minimum rating, the
Treasurer will perform a timely review and decide whether to sell or hold the investment.

The average life of the total portfolio at any time shall not exceed four years. The
maximum maturity for all investments, unless otherwise noted, is 5 years. U.S. Treasuries
and Federal Agencies with maturities longer than 5 years may be purchased for specific
purposes with the prior approval by the Executive Committee at least 90 days in advance
of the purchase.

No more than 5% of the portfolio will be invested in any one issuer excluding U.S.
Treasuries, Federal Agencies, supranationals, and investment pools (LAIF, LGIPs, and
money market funds).

14



% OF % OF ISSUER MINIMUM
INVESTMENT | REGARDLESS | MAXIMUM RATING
INVESTMENT TYPE | PORTFOLIO | OF SECTOR | MATURITY | CATEGORY
US TREASURY 100% 100% 5 YEARS
FEDERAL AGENCY 100% 50% 5 YEARS
CALIFORNIA STATE
AL IoASONS 100% 5% 5 YEARS A
CALIFORNIA LOCAL
GOVERNMENT 100% 5% 5 YEARS A
OBLIGATIONS
OTHER STATE
OB A ONS 100% 5% 5 YEARS A
BANKERS' : . Highest by
ACCEPTANCES 20% 5% 180 DAYS NRSRO
COMMERCIAL : . Highest by
S 2540% 5% 270 DAYS R
MEDIUM TERM
Npastan 30% 5% 5 YEARS A
NEGOTIABLE CD'S 30% 5% 5 YEARS A
TIME CDS 5 FDIC/NCUA BANKS/S&//CU
30% LIMITS 5 YEARS INSURED
LGIP 50% N/A ; AAAM
LAIF 50% N/A DAILY N/A
MONEY MARKET TREASURY/
FUNDS 20% 20% - AGENCY
ONLY
REPURCHASE .
AGREEMENTS 20% 20% 92 DAYS Primary Dealer
SUPRANATIONALS 20% 20% 5YEARS AAA
ASSET-BACKED
AECURDIES 20% 5% 5 YEARS AA
INVESTMENT POOLS

Prior to investing in any pooled investment program and at least annually thereafter, the
Authority shall perform a review of the investment policy and portfolio of any investment
pools in which the Authority invests, including LAIF and LGIPs. In addition, the Treasurer
shall maintain on file a copy of the pool’s current disclosure document describing the
program.

PROHIBITED INVESTMENTS

The Authority shall not invest in inverse floaters, range notes, mortgage derived interest-
only strips, or in any security that could result in zero earnings accrual if held to maturity,
except as authorized by Code Section 53601.6, and any investment not expressly
authorized in the Government Code.

The Authority is prohibited from investing in securities unless specifically permitted by this
Investment Policy.



TRADING

The Authority shall not make investments for the purpose of trading or speculation as the
dominant criterion such as anticipation of appreciation of capital value through changes in
market rates.

BORROWING

Any borrowing in the amount of one hundred thousand dollars or more shall be
considered and deliberated as a separate item of business on the agenda of the JPIA’s
Executive Committee. Borrowing does not include bank overdrafts.

INTERNAL CONTROLS

The Treasurer shall establish and maintain a system of internal controls designed to
ensure that the assets of the Authority are protected from loss, theft or misuse. The
internal control structure shall be designed to provide reasonable assurance that these
objectives are met. 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 valuation of costs
and benefits requires estimates and judgment by management. The internal controls
should include references to safekeeping, master repo agreements, wire transfer
agreements, banking service contracts, collateral/depository agreements, and other
investment related activities as applicable.

Accordingly, the Treasurer shall establish an annual process of independent review by
an external auditor. This review will provide internal control by assuring compliance with
policies and procedures.

COLLATERALIZATION
Collateralization for repurchase agreements and non-negotiable Certificates of Deposit
shall be required in accordance with state law.

SAFEKEEPING/CUSTODY

Investment securities are to be purchased when possible in book-entry form in the
Authority’s name. All deliverable securities owned by the Authority shall be held in
safekeeping by a third party bank trust department acting as agent for the Authority under
the terms of a written custody agreement executed by the bank and the Authority. All
investment transactions require the bank to provide a safekeeping receipt or
acknowledgment generated from the trade. All security transactions, including collateral
for repurchase agreements, entered into by the Authority shall be conducted on a
delivery-versus-payment (DVP) basis. The safekeeping institution is required to provide a
listing all securities held in safekeeping with current market data and other information on
a monthly basis.

16
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The Executive Committee authorized Term and non-negotiable instruments, such as
certificates of deposit, to be held by the Treasurer, or in safekeeping as the Treasurer
deems appropriate.

PERFORMANCE STANDARDS

The investment portfolio shall be designed with the objective of obtaining a rate of return
throughout budgetary and economic cycles, commensurate with the investment risk
constraints and the cash flow needs of the Authority. The Authority shall establish a
performance benchmark. Benchmarks may change over time based on changes in
market conditions, investment preferences, or cash flow requirements.

AUTHORIZED FINANCIAL DEALERS AND INSTITUTIONS

If an investment advisor is authorized to initiate investment transactions on the Authority’s
behalf, the investment advisor may use its own list of approved broker/dealers and
financial institutions for investment purposes. The investment advisor’s approved list must
be made available to Authority upon request.

For any investment transactions conducted by the Treasurer, a list will be maintained of
approved security broker/dealers selected by creditworthiness (e.g., a minimum capital
requirement of $10,000,000 and at least five years of operation). These may include
"primary" dealers or regional dealers that qualify under Securities and Exchange
Commission (SEC) Rule 15C3-1 (uniform net capital rule).

All broker/dealers who desire to become qualified for investment transactions must supply
the following as appropriate:

¢ Audited financial statements demonstrating compliance with state and federal
capital adequacy guidelines

e Proof of Financial Industry Regulatory Authority (FINRA) certification (not
applicable to Certificate of Deposit counterparties)

e Proof of state registration

e Completed broker/dealer questionnaire (not applicable to Certificate of Deposit
counterparties)

o Certification of having read and understood and agreeing to comply with the
Authority’s investment policy.

e Evidence of adequate insurance coverage.

An annual review of the financial condition and registration of all qualified financial
institutions and broker/dealers will be conducted.

For all investment transactions, the Authority or its investment advisor shall seek a
minimum of three bids/offers from brokers and dealers on the Authority’s or investment
advisor’s list of approved broker/dealers.



ADVISORS

The JPIA’s Executive Committee shall pre-approve investment advisors given the
authority to manage all or part of the JPIA investment portfolio prior to establishing a
relationship.

REPORTING/REVIEW

The Treasurer shall render a monthly list of investment transactions to the Chief
Executive Officer, the JPIA’s Executive, and Finance & Audit Committees as required by
the California Government Code §53607 when investment authority has been delegated
by the Executive Committee. The Treasurer shall render a quarterly report incorporating
the following:

(1) For each investment, the report will describe the type of investment, issuer, date of
maturity, par and dollar amount invested, yield to maturity, credit quality, duration
and current market value as of the date of the report. Any managed funds shall be
described in the quarterly report.

(2) The quarterly report shall state compliance of the portfolio to the statement of the
investment policy, or manner in which the portfolio is not in compliance.

(3)  The quarterly report shall include a statement denoting the ability of the Authority
to meet its expenditure requirements for the next six months, or provide an explanation as
why sufficient money shall, or shall not, be available.

The Treasurer shall review the Authority’s portfolio for compliance at least annually. The
Treasurer shall establish procedures to report to the Finance Committee incidences of
noncompliance through the review of the portfolio.

REVIEW OF INVESTMENT PORTFOLIO

It is the intent of the JPIA that the Policy will be followed at all times. Because some
securities may not comply with this Investment Policy’s requirements subsequent to the
date of purchase, the Treasurer shall at least annually review the portfolio to identify
those securities that do not comply. If a non-compliance issue has been identified it shall
be taken to the JPIA’s Finance or Executive Committee at the next scheduled meeting.
The Committee will determine if any action is needed. Investments or securities found not
to be in compliance with this Investment Policy do not necessarily require immediate
action.

INVESTMENT POLICY ADOPTION
The Treasurer shall render annually a statement of investment policy to the JPIA’s
Executive Committee for consideration and approval.

18



Glossary

Asset-backed securities (ABS) are securities whose income payments and hence value
is derived from and collateralized (or "backed") by a specified pool of underlying assets
which are receivables. Pooling the assets into financial instruments allows them to be
sold to general investors, a process called securitization, and allows the risk of investing
in the underlying assets to be diversified because each security will represent a fraction
of the total value of the diverse pool of underlying assets. The pools of underlying assets
can comprise common payments credit cards, auto loans, mortgage loans, and other
types of assets. Interest and principal is paid to investors from borrowers who are paying
down their debt.

Bankers’ Acceptances are short-term credit arrangements to enable businesses to
obtain funds to finance commercial transactions. They are time drafts drawn on a bank
by an exporter or importer to obtain funds to pay for specific merchandise. By its
acceptance, the bank becomes primarily liable for the payment of the draft at maturity.
An acceptance is a high-grade negotiable instrument.

Broker-Dealer is a person or a firm who can act as a broker or a dealer depending on
the transaction. A broker brings buyers and sellers together for a commission. They do
not take a position. A dealer acts as a principal in all transactions, buying and selling for
his own account.

Certificates of Deposit

1. Negotiable Certificates of Deposit are large-denomination CDs issued in
$1 million increments. These securities have average trades in the secondary
market of $5 million to $10 million. They are issued at face value and typically
pay interest at maturity, if maturing in less than 12 months. CDs that mature
beyond this range pay interest semi-annually. Negotiable CDs are issued by U.S.
banks (domestic CDs), U.S. branches of foreign banks (Yankee CDs), and thrifts.
There is an active secondary market for negotiable domestic and Yankee CDs.
However, the negotiable thrift CD secondary market is limited. Yields on CDs
exceed those on U.S. treasuries and agencies of similar maturities. This higher
yield compensates the investor for accepting the risk of reduced liquidity and the
risk that the issuing bank might fail. State law does not require the
collateralization of negotiable CDs.

2. Non-negotiable Certificates of Deposit are time deposits with financial
institutions that earn interest at a specified rate for a specified term. Liquidation of
the CD prior to maturity incurs a penalty. There is no secondary market for those
instruments, therefore, they are not liquid. They are classified as public deposits
and financial institutions are required to collateralize them. Collateral may be
waived for the portion of the deposits that are covered by FDIC insurance.
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Collateral is securities, evidence of deposits, or other property that a borrower pledges
to secure repayment of a loan. It also refers to securities pledged by a bank to secure
deposits. In California, repurchase agreements, reverse repurchase agreements, and
public deposits must be collateralized.

Commercial Paper is a short term, unsecured, promissory note issued by a corporation
to raise working capital.

Delivery versus Payment (DVP) is a settlement system in which the transfer of
securities and associated payment occur simultaneously. This ensures that the final
transfer of the security occurs, if and only if, the final transfer of the associated payment
(or other assets) occurs.

Federal Agency Obligations are issued by U.S. Government Agencies or Government
Sponsored Enterprises (GSE). Although they were created or sponsored by the U.S.
Government, most Agencies and GSEs are not guaranteed by the United States
Government. Examples of these securities are notes, bonds, bills and discount notes
issued by Fannie Mae (FNMA), Freddie Mac (FHLMC), the Federal Home Loan Bank
system (FHLB), and Federal Farm Credit Bank (FFCB). The Agency market is a very
large and liquid market, with billions traded every day.

Issuer means any corporation, governmental unit, or financial institution that borrows
money through the sale of securities.

Liquidity refers to the ease and speed with which an asset can be converted into cash
without loss of value. In the money market, a security is said to be liquid if the difference
between the bid and asked prices is narrow and reasonably sized trades can be done at
those quotes.

Local Agency Investment Fund (LAIF) is a special fund in the State Treasury that
local agencies may use to deposit funds for investment. There is no minimum
investment period and the minimum transaction is $5,000, in multiples of $1,000 above
that, with a maximum of $75 million for any California public agency. It offers high
liquidity because deposits can be converted to cash in twenty-four hours and no interest
is lost. All interest is distributed to those agencies participating on a proportionate share
determined by the amounts deposited and the length of time they are deposited.
Interest is paid quarterly via direct deposit to the agency’s LAIF account. The State
keeps an amount for reasonable costs of making the investments, not to exceed one-
quarter of one per cent of the earnings.

Local Government Investment Pool (LGIP) is a collection of funds from various
governmental entities invested in a common portfolio. Each investor earns interest
proportional to their investment in the overall pool.

Market Value is the price at which a security is trading and could presumably be
purchased or sold.



Maturity is the date upon which the principal or stated value of an investment becomes
due and payable.

Medium-Term Notes are debt obligations issued by corporations and banks, usually in
the form of unsecured promissory notes. These are negotiable instruments that can be
bought and sold in a large and active secondary market. For the purposes of California
Government Code, the term “Medium Term” refers to a maximum remaining maturity of
five years or less. They can be issued with fixed or floating-rate coupons, and with or
without early call features, although the vast majority are fixed-rate and non-callable.
Corporate notes have greater risk than Treasuries or Agencies because they rely on the
ability of the issuer to make payment of principal and interest.

Money Market Fund is a type of safe investment comprising a variety of short-term
securities with high quality and high liquidity. The fund provides interest to shareholders
and must maintain a stable net asset value (NAV) of $1 per share.

Municipal Obligations are debt instruments issued by a state or local government unit
or public agency. The vast majority of municipals are exempt from state and federal
income tax, although some non-qualified issues are taxable.

Nationally Recognized Statistical Rating Organization (NRSRO): A credit rating
agency registered with the U.S. Securities and Exchange Commission (SEC) that that
provides ratings that indicate the agency’s opinion of the relative credit quality of
securities. The three largest NRSROs are Standard & Poor’s, Moody’s Investors
Service, and Fitch Ratings.

Principal describes the original cost of a security. It represents the amount of capital or
money that the investor pays for the investment.

Repurchase Agreements are short-term investment transactions. Banks buy
temporarily idle funds from a customer by selling him U.S. Government or other
securities with a contractual agreement to repurchase the same securities on a future
date at an agreed upon interest rate. Repurchase Agreements are typically for one to
ten days in maturity. The customer receives interest from the bank. The interest rate
reflects both the prevailing demand for Federal Funds and the maturity of the Repo.
Repurchase Agreements must be collateralized.

Supranationals are United States dollar denominated senior unsecured
unsubordinated obligations issued or unconditionally guaranteed by the International
Bank for Reconstruction and Development (IBRD), International Finance Corporation
(IFC), or Inter-American Development Bank (IADB), with maximum remaining maturity
of five years or less, and eligible for purchase and sale within the United States.
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U.S. Treasury Issues are direct obligations of the United States Government. They are
highly liquid and are considered the safest investment security. U.S. Treasury issues
include:

1. Treasury Bills that are non-interest-bearing discount securities issued by the
U.S. Treasury to finance the national debt. Bills are currently issued in one, three,
six, and twelve month maturities.

2. Treasury Notes that have original maturities of one to ten years.

3. Treasury Bonds that have original maturities of greater than 10 years.

Yield to Maturity is the rate of income return on an investment, minus any premium

above par or plus any discount with the adjustment spread over the period from the date
of the purchase to the date of maturity of the bond.
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ACWA JPIA
Long-term Investment Portfolio Update
September 27, 2021

BACKGROUND
In November 2008, PFM Asset Management began managing approximately two-thirds
of the JPIA’s investment portfolio.

CURRENT SITUATION

PFM will present a summary of the Investment Portfolio managed by them. This
presentation will include commentary on the current market and thoughts about
managing the investments going forward.

RECOMMENDATION
None, informational only.

Prepared by: David deBernardi, Director of Finance  Date Prepared: August 31, 2021
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COVID Variants Presenting a Greater Concern for Economic Growth

U.S. New Cases Reported Daily
7-Day Moving Average
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Source: John Hopkins University Coronavirus Resource Center, PFM calculations; as of 8/30/2021.
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Reopening Economy Drives GDP Growth

Reopening Status of U.S. States U.S. GDP Forecasts
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Source: New York Times (left) and Bloomberg (right), Bureau of Economic Analysis, as of 7/13/2021.
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Job Openings Hit Record High as Wage Growth Accelerates

Job Openings vs. Unemployed Workers Average Hourly Earnings
_ (YoY %)
Unemployed =—=—==US Job Openings
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Source (left): JOLTS and BLS, latest data as of 8/09/21. Source (right): Bloomberg, as of 7/31/21.
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High Frequency Data

TSA Checkpoint Travel Numbers U.S. OpenTable Restaurant Reservations
7-Day Moving Average 7-Day Moving Average
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Source: (top left) Transportation Security Administration, PFM calculations, as of 8/30/2021. (op right) Includes phone, online, and walk-in diners; OpenTable, PFM
calculations, most recent data as of 8/30/2021. (bottom left) Data for May 11-12 not available; Apple, PFM calculations, most recent data as of 8/30/2021. (bottom
right) Federal Reserve Bank of New York, most recent data as of 8/30/2021.
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Inflation Indicators

Inflation Indicators Breakeven Inflation Rates
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Source: Bloomberg, as of 8/30/2021.
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Fed’s Updated Dot Plot Sought to Assure Markets Fed Is “On Guard”
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Long-Term Yields Falling Despite Inflation Fears and Possible Tapering

2-Year Treasury Yield 10-Year Treasury Yield
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Source: Bloomberg, as of 8/30/2021.
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Treasury Yield Curve Flattens

U.S. Treasury Yield Curve
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Portfolio Complies with Government Code and the Authority’s Investment Policy

Security Type Market Value % of_ % Change Permitfed by In Compliance
as of 6/30/21 Portfolio vs. 3/31/21 Policy

U.S. Treasury $35,705,467 25.8% 0.6% 100% v

Federal Agency $18,163,377 13.1% -0.5% 100% v

Federal Agency CMOs $3,569,635 2.6% -0.2% 100% v

Municipal Obligations $6,426,946 4.7% - 30% v

Supranationals $2,458,661 1.8% 0.5% 20% v

Negotiable CDs $6,148,223 4.4% - 30% v

Corporate Notes $16,599,598 12.0% -0.5% 30% v

Asset-Backed Securities $4,608,864 3.3% -0.1% 20% v

Securities Sub-Total $93,680,771 67.8%

Accrued Interest $323,472

Securities Total $94,004,243

Money Market Fund $499,135 0.4% 0.2% 20% v

CAMP $257,004 0.2% - 50% v

LAIF $43,753,196 31.7% - 50% v

Total Investments $138,513,578 100.0%

Market values, excluding accrued interest for the combined JPIA and Employee Benefits portfolios. Detail may not add to total due to rounding. Includes
securities not managed by PFM. Securities held in the Authority’s portfolio are in compliance with California Government Code and the Authority’s investment
policy dated December 2019.

© PFM
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Managed Portfolio Summary of Second Quarter Trade Activity

34

Gross Activity by Sector Net Transactions by Sector

($ millions) ($ millions)

Sales/Maturities ®Purchases

U.S. Treasury _ U.S. Treasury +$0.99
Supranationals . Supranationals +$0.65
Asset-Backed B Asset-Backed (30.13)
Agency MBS Agency MBS ($0.23)
Federal Agency Federal Agency ($0.58)
Corporate _ Corporate ($0.72)

-$6 -$4 -$2 $0 $2 $4 $6 $8 Total ($0.02)

Millions

Based on total proceeds (principal and accrued interest) of buys, transfers in/out, sells, maturities, and principal paydowns. Detail may not add to total due to

rounding.

© PFM
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Managed Portfolio Issuer Distribution

Municipal Issuers 6.9% Corporate Notes 17.7%
Tamalpais Ca Union High Sch Dist. 1.2% Nordea Bank Ab 1.5% Amazon.Com Inc 1.4%
Wisconsin Department of Trans. 0.8% Skandinaviska Enskilda Banken Ab  1.5% JPMorgan Chase & Co 1.3%
Florida St Hurricane Cat Fund 0.7% DNB Asa 1.4% _I(_)aterplllar Ing O'SZAJ

- - Société Générale 1.2% oyota Motor Corp 0.8%
Arizona St Transport Brd Highway 0.6% - - The Walt Disney Corporation 0.8%
Chaffey Ca Jt Union Hs Dist. 0.5% Cred,'t SU'SS? Gr.ou.p ) 0'60/" Citigroup Inc 0.7%
San Juan Unified School District 0.4% Sumitomo Mitsui Financial Group Inc  0.4% Bank Of America Co 0_7:?

o Deere & Compan 0.7%

San Jc.’se ca . 0.-4% Goldman Sacﬁs C;,roup Inc 0.7%
San Diego Ca Cmnty Clg Dist 0.4% CarMax Auto Owner Trust 0.9% Pfizer Inc 0.7%
Maryland St 0.4% Gm Financial Auto Leasing Trust 0.7% Johnson & Johnson 0.6%
Los Angeles Comm College District 0.4% Toyota Motor Corp 0.5% Microsoft Corp 0.6%
Mississippi State 0.3% Verizon Owner Trust 0.5% JERE G I 0'6:A’
The. Por.t Authority Of NY & NJ 0.3% Hyundai Auto Receivables 0.5% ij;%‘;a;% ine 8202
California St 0.2% Honda Auto Receivables 0.4% Honeywell International 0.5%
University Of California 0.2% Discover Financial Services 0.3% Bristol-Myers Squibb Co 0.4%
State Of Connecticut 0.1% Nissan Auto Lease Trust 0.3% The Bank Of New York Mellon Corp 0.4%
BMW Financial Services NA LLC 0.2% Intel Corporation 0.4%

BMW Vehicle Owner Trust 0.2% PNC Financial Services Group 0.4%

Nissan Auto Receivables 0.2% ﬁmelricl:an hiandatBinanes 83:?

Capital One Prime Auto Rec Trust 0.2% szniangorp 0:4%‘:

AstraZeneca Finance LLC 0.3%

u.sS. Supranationals 2.6% Emerson Electric Company 0.3%

Treasury, Intl Bank Of Reconstruction And Dev 1.8% Paccar Financial Corp 0.3%

38.1% Inter-American Development Bank 0.8% Morgan Stanley 0.3%

Lockheed Martin Corp 0.2%

i A D

deral LGS Wal-Mart Stores Inc 0.2%

) Chevron Corporation 0.2%

FHLMC 7.8% UnitedHealth Group Inc 0.2%

FHLB 2.4% Unilever Plc 0.2%

Charles Schwab 0.1%

Burlington Northern Santa Fe 0.1%

Percentages calculated on managed portfolio only, excludes pool investments and accrued interest.
Detail may not add to total due to rounding.
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Managed Portfolio Credit Quality

@ The average credit quality of the portfolio was AA.

BBB+
3%

A-1/A-1+
1%
Not Rated
2%

9%

Ratings by Standard & Poor’s.
Managed portfolio only, excludes pool investments and accrued interest.

Detail may not add to total due to rounding.
Securities held in the Authority’s portfolio are in compliance with California Government Code and the Authority’s investment policy dated December 2019.

© PFM
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Managed Portfolio Maturity Distribution

m ACWA JPIA

40%

35% 34%
30% 28%

25%

20%

15%

10%

S% 1% 2%

0% [
0-1 year 1-2 year

Detail may not add to total due to rounding.

Callable securities in the portfolio are included in the maturity distribution analysis to their stated maturity date, although they may be called prior to maturity.

ICE BofAML Indices provided by Bloomberg Financial Markets.

ICE BofAML 1-5 Year U.S.

32%

27%

2-3 year

Government Index

26%
19%

18%

13%

3-4 year 4-5 year

For the combined JPIA and Employee Benefits portfolios only, excludes pool investments and accrued interest.

© PFM
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Managed Portfolio Total Returns

@ The portfolios continue to generate very strong absolute returns. Since inception, the portfolios have outperformed the
benchmark by 0.33% on average per year.

Total Return
Period Ending June 30, 2021

Duration Past

Since
(Years) Quarter Inception
ACWA JPIA 2.53 0.15% 0.37% 3.57% 2.13% 2.07%
ICE BofAML 1-5 Year U.S.
Government Index 2.59 0.11% -0.25% 3.24% 1.77% 1.74%

» Performance and duration numbers are the weighted average of the combined JPIA and Employee Benefits portfolios.
* Inception date for performance is 12/31/08.

© PFM 14
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Managed Portfolio Earnings

Earnings 12-Months Ending 6/30/21

Market Value Basis

Beginning Value (6/30/20) $88,280,962
Net Purchases/Sales ($6,554,728)
Change in Value ($1,154,919)
Ending Value (6/30/21) $93,680,771
Interest Earned $1,486,761
Portfolio Earnings $331,842

Detail may not total due to rounding. Earnings are for the combined JPIA and Employee Benefits portfolios.

© PFM

Amortized Cost Basis
$93,828,962
($6,554,728)

$658,161
$92,147,340
$1,486,761

$2,144,922
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Fixed Income Sector Outlook — Third Quarter 2021

Our Investment Preferences

Comments

Commercial paper and CD rates began to rise off historical lows after the Fed
increased the IOER and RRP rates. However, issuance remained light around the end
of Q2. Pockets of opportunity may present themselves over the next several months.

Sector
COMMERCIAL PAPER
/| CD
TREASURIES
T-Bill
T-Note

T-Bill yields saw some upward pressure towards the end of June, as the Federal
Reserve increased two key ultra short-term rates; it is expected that these levels will
maintain into the third quarter.

While the Treasury yield curve continued to flatten during June—particularly between
the 2-year and 10-year—it is possible the move was overdone and will at least partially
unwind moving into the third quarter. The market expects both yields to rise and the
yield curve to steepen throughout the rest of 2021.

FEDERAL AGENCIES
Bullets
Callables

Agency bullet spreads tightened slightly as Treasury yields rose in the 1-5 year area of
the curve in June. With agencies trading in line with, or even through, Treasury yields
and supply expected to remain subdued, the sector is unlikely to provide material
added value over the coming months.

SUPRANATIONALS

Supra spreads narrowed by the end of Q2. The seasonal slowdown in issuance this
summer will limit opportunities in the sector over the near term, as the new issue
market has been the best entry point into the sector over the last several months. As a
result, spreads will likely remain tight until issuance picks back up.

CORPORATES
Financials

Industrials

Corporate spreads remain at record tights despite a more hawkish tone from the June
Fed meeting. Demand for credit is likely to remain strong, though valuations are rich.
Accommodative monetary policy, along with a positive turn in rating trends, should
continue to ensure favorable financing conditions. New issues are expected to provide
the bulk of any opportunities, as valuations across the secondary market remain rich.

SECURITIZED
Asset-Backed
Agency Mortgage-Backed
Agency CMBS

O=—b@

ABS spreads tightened in June, reaching record tights for both autos and credit card
issues. Issuance in June was the heaviest month so far in 2021. Delinquency rates
and net losses remain below expectations. Fiscal stimulus and improving employment
figures may push back any increases to later in 2021 or beyond.

MBS spreads are tight but recently found some reprieve. While prepayments are
elevated, they are on a considerable slowing path, and this trend is expected to
continue. Lower coupon passthroughs, most susceptible to duration extension, are
likely to trail Treasuries as rates move higher. With valuations slightly more
reasonable, the sector may present better opportunities than in recent quarters.

CMBS returns have held up well throughout the quarter. As spreads have tightened,
the relative value proposition has waned, suggesting a gradual reduction in exposure.

MUNICIPALS

While the pace of taxable issuances has slowed, overall supply remains robust, but
valuations are expensive for both new issuances and secondary markets. Both
selective additions and opportunistic selling may be warranted.

© PFM
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Disclosures

@ This material is based on information obtained from sources generally believed to be reliable and available to the public; however,
PFM Asset Management LLC cannot guarantee its accuracy, completeness or suitability. This material is for general information
purposes only and is not intended to provide specific advice or a specific recommendation. All statements as to what will or may
happen under certain circumstances are based on assumptions, some, but not all of which, are noted in the presentation.
Assumptions may or may not be proven correct as actual events occur, and results may depend on events outside of your or our
control. Changes in assumptions may have a material effect on results. Past performance does not necessarily reflect and is not a
guaranty of future results. The information contained in this presentation is not an offer to purchase or sell any securities.

Market values that include accrued interest are derived from closing bid prices as of the last business day of the month as
supplied by Interactive Data, Bloomberg, or Telerate. Where prices are not available from generally recognized sources, the
securities are priced using a yield-based matrix system to arrive at an estimated market value.

In accordance with generally accepted accounting principles, information is presented on a trade date basis; forward settling
purchases are included in the monthly balances, and forward settling sales are excluded.

Performance is presented in accordance with the CFA Institute’s Global Investment Performance Standards (GIPS). Unless
otherwise noted, performance is shown gross of fees. Quarterly returns are presented on an unannualized basis. Returns for
periods greater than one year are presented on an annualized basis. Past performance is not indicative of future returns.

ICE BofAML Indices provided by Bloomberg Financial Markets.
Money market fund/cash balances are included in performance and duration computations.

Standard & Poor's is the source of the credit ratings. Distribution of credit rating is exclusive of money market fund/LGIP
holdings.

Callable securities in the portfolio are included in the maturity distribution analysis to their stated maturity date, although, they
may be called prior to maturity.

MBS maturities are represented by their stated maturity date, although their expected average life may be shorter.

© PFM 17



ACWA JPIA

California Water Insurance Fund Update

September 27, 2021

BACKGROUND

At the November 26, 2018 meeting, the JPIA Board of Directors approved a resolution
to proceed with forming the California Water Insurance Fund (CWIF) a Captive
Insurance Company. The Captive is a private company wholly owned by the JPIA,
domiciled in the state of Utah. In addition to Paid in Equity, the JPIA also cedes losses
at the primary level for the Liability and Workers’ Compensation Programs.

CURRENT SITUATION
Program Year  Program
Paid in Equity $22 million
Prepaid Claims and Expenses 2019-2020 Liability $19 million
Paid Claims and Expenses 2019-2020 Liability $(2.8 million)
Prepaid Claims and Expenses 2020-2021 Liability $21 million
Premium for Excess Layer $10M x 10M 2020-21 Liability $1.4 million
Prepaid Claims and Expenses 2019-2020 Work Comp $6.5 million
Paid Claims and Expenses 2019-2020 Work Comp  $(3.2 million)

Realized Investment Income

Book Value 6/30/2021

Market Value 6/30/2021

Unrealized Gain

Rate of Return since inception

$3 million

$65.5 million

$77.3 million

$11.8 million

18.0%

As of June 30, 2021, the book value of the CWIF portfolio was $65,224,426 vs. a
market value of $77,212,829. The rate of return since inception is approximately
18.0% vs. a rate of return on the JPIA portfolio of approximately 1.49%.

RECOMMENDATION
None, informational only.

Prepared by Walter “Andy” Sells, Chief Executive Officer

Date prepared: September 20, 2021
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Managed Account Summary Statement
CALIFORNIA WATER INSURANCE FUND - 54571220

Transaction Summary - Managed Account

Opening Market Value $77,226,952.11

Maturities/Calls 0.00
Principal Dispositions (13,630.72)
Principal Acquisitions 45,941.00
Unsettled Trades 0.00
Change in Current Value 914,434.33

Closing Market Value $78,173,696.72

Earnings Reconciliation (Cash Basis) - Managed Account

Interest/Dividends/Coupons Received 45,941.00
Less Purchased Interest Related to Interest/Coupons 0.00
Plus Net Realized Gains/Losses 0.00
Total Cash Basis Earninas $45,941.00

Earnings Reconciliation (Accrual Basis)

Ending Amortized Value of Securities 66,339,062.99

Ending Accrued Interest 0.00
Plus Proceeds from Sales 13,630.72
Plus Proceeds of Maturities/Calls/Principal Payments 0.00
Plus Coupons/Dividends Received 45,941.00

Less Cost of New Purchases
Less Beginning Amortized Value of Securities
Less Beginning Accrued Interest

(45,941.00)
(66,306,752.71)
0.00

Total Accrual Basis Earnings $45,941.00
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For the Month Ending July 31, 2021

Cash Transactions Summary - Managed Account

Maturities/Calls 0.00
Sale Proceeds 13,630.72
Coupon/Interest/Dividend Income 45,941.00
Principal Payments 0.00
Security Purchases (45,941.00)
Net Cash Contribution (13,630.72)
Reconciling Transactions 0.00

Cash Balance

Closing Cash Balance $0.00

PFM Asset Management LLC

Account 54571220 Page 1
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Portfolio Summary and Statistics
CALIFORNIA WATER INSURANCE FUND - 54571220

Account Summary

44

For the Month Ending July 31, 2021

Sector Allocation

Description Par Value Market Value Percent

Mutual Fund - Other 259,591.61 4,410,522.77 5.64 Mutual Fund - Offer Exchange: Traded
Mutual Fund - Equity 543,621.58 17,545,839.05 22.44 5.64% 2.42%

Mutual Fund - Bond 1,508,647.11 18,097,864.95 23.15 Mutual Fund -

Money Market Mutual Fund 259,030.03 259,030.03 0.33 Equity .

Exchange-Traded Fund - Equity 278,119.00 35,967,508.87 46.02 22.44%

Exchange-Traded Fund - Bond 26,515.00 1,892,931.05 2.42

Managed Account Sub-Total 2,875,524.32 78,173,696.72 100.00%

Accrued Interest

0.00

Total Portfolio

Unsettled Trades

2,875,524.32

0.00

78,173,696.72

0.00

Exchange-Traded
Fund - Equity

46.02%

Mny Mkt Fund

0.33%

Mutual Fund - Bond
23.15%

PFM Asset Management LLC

Account 54571220 Page 2



45
pfm

Detail of Securities Held & Market Analytics For the Month Ending July 31, 2021
CALIFORNIA WATER INSURANCE FUND - 54571220
Security Type/Description Average Original Market Market Unreal G/L
Dated Date/Coupon/Maturity CUSIP Ticker Shares Cost/Share Cost Price Value on Cost Percentage

Exchange-Traded Fund - Bond

ISHARES INTERMEDIATE-TERM CO 464288638 IGIB 1,244.00 61.13 76,045.72 61.10 76,008.40 (37.32) 0.10
ISHARES INTERMEDIATE-TERM CO 464288638 IGIB 8,161.00 60.88 496,841.68 61.10 498,637.10 1,795.42 0.64
ISHARES INTERMEDIATE-TERM CO 464288638 IGIB 6,166.00 59.55 367,185.30 61.10 376,742.60 9,557.30 0.48
ISHARES INTERMEDIATE-TERM CO 464288638 1GIB 5,659.00 57.42 324,911.49 61.10 345,764.90 20,853.41 0.44
ISHARES J.P. MORGAN USD EMERGING 464288281 EMB 727.00 108.22 78,675.72 112.73 81,954.71 3,278.99 0.10
MARKETS

ISHARES J.P. MORGAN USD EMERGING 464288281 EMB 2,156.00 113.24 244,145.44 112.73 243,045.88 (1,099.56) 0.31
MARKETS

ISHARES J.P. MORGAN USD EMERGING 464288281 EMB 256.00 113.00 28,928.00 112.73 28,858.88 (69.12) 0.04
MARKETS

ISHARES 1.P. MORGAN USD EMERGING 464288281 EMB 2,146.00 108.05 231,873.80 112.73 241,918.58 10,044.78 0.31
MARKETS

Security Type Sub-Total 26,515.00 1,848,607.15 695.32  1,892,931.05 44,323.90

Exchange-Traded Fund - Equity

INVESCO OPTM YD DVRS CDTY STRA NO K1 46090F100 PDBC 56,218.00 19.05 1,070,952.90 20.37 1,145,160.66 74,207.76

ETF

ISHARES CORE S&P SMALL-CAP E 464287804 IR 17,611.00 90.96 1,601,901.85 110.26 1,941,788.86 339,887.01 2.48
VANGUARD TOTAL INTL STOCK 921909768 VXUS 2,339.00 45.33 106,026.87 64.94 151,894.66 45,867.79 0.19
VANGUARD TOTAL INTL STOCK 921909768 VXUS 34,444.00 56.40 1,942,641.60 64.94 2,236,793.36 294,151.76 2.86
VANGUARD TOTAL INTL STOCK 921909768 VXUS 9,522.00 53.16 506,171.43 64.94 618,358.68 112,187.25 0.79
VANGUARD TOTAL INTL STOCK 921909768 VXUS 35,696.00 52.12 1,860,475.52 64.94 2,318,098.24 457,622.72 2.97
VANGUARD TOTAL INTL STOCK 921909768 VXUS 1,028.00 53.83 55,337.24 64.94 66,758.32 11,421.08 0.09
VANGUARD TOTAL STOCK MKT ETF 922908769 VTl 670.00 169.55 113,597.90 226.69 151,882.30 38,284.40 0.19
VANGUARD TOTAL STOCK MKT ETF 922908769 VTl 11,845.00 146.97 1,740,859.65 226.69 2,685,143.05 944,283.40 3.43
VANGUARD TOTAL STOCK MKT ETF 922908769 VTl 671.00 193.69 129,965.99 226.69 152,108.99 22,143.00 0.20
VANGUARD TOTAL STOCK MKT ETF 922908769 VTI 39,450.00 184.73 7,287,598.50 226.69 8,942,920.50 1,655,322.00 11.44
VANGUARD TOTAL STOCK MKT ETF 922908769 VTI 1,183.00 198.49 234,813.67 226.69 268,174.27 33,360.60 0.34
VANGUARD TOTAL STOCK MKT ETF 922908769 VTI 56,114.00 169.04 9,485,510.56 226.69 12,720,482.66 3,234,972.10 16.27
VANGUARD TOTAL STOCK MKT ETF 922908769 VTI 11,328.00 153.37 1,737,374.23 226.69 2,567,944.32 830,570.09 3.28

PFM Asset Management LLC Account 54571220 Page 3
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Detail of Securities Held & Market Analytics For the Month Ending July 31, 2021
CALIFORNIA WATER INSURANCE FUND - 54571220
Security Type/Description Average Original Market Market Unreal G/L
Dated Date/Coupon/Maturity CUSIP Ticker Shares Cost/Share Cost Price Value on Cost Percentage
Security Type Sub-Total 278,119.00 27,873,227.91 2,042.16 35,967,508.87 8,094,280.96 45.99

Money Market Mutual Fund

FIRST AMERICAN GOV OBLG FUND 31846V203 FGVXX 259,030.03 1.00 259,030.03 1.00 259,030.03 0.00 0.33

Security Type Sub-Total 259,030.03 259,030.03 1.00 259,030.03 0.00 0.33
Mutual Fund - Bond

BAIRD CORE PLUS BOND - INST 057071870 BCOIX 440,686.76 12.00 5,289,088.57 11.98 5,279,427.42 (9,661.15) 6.75
DOUBLELINE CORE FIXED INCOME I 258620301 DBLFX 217,493.00 11.12 2,418,384.90 11.19 2,433,746.66 15,361.76 3.11
MAINSTAY MACKAY HIGH YIELD CORP BD R6 56063N881 MHYSX 86,888.68 5.65 490,936.41 5.67 492,658.80 1,722.39 0.63
PRUDENTIAL TOTAL RETRN BND-Q 74440B884 PTROX 434,689.76 14.76 6,416,670.25 14.85 6,455,142.90 38,472.65 8.26
VOYA INTERMEDIATE BOND-I 929131684 1ICIX 328,888.92 10.67 3,510,252.03 10.45 3,436,889.17 (73,362.86) 4.40
Security Type Sub-Total 1,508,647.11 18,125,332.16 54.14 18,097,864.95 (27,467.21) 23.15

Mutual Fund - Equity

ARTISAN INTL SMALL-MID 04314H576 APHIX 43,545.88 19.29 840,000.00 21.79 948,864.70 108,864.70 1.21
HARDING LOEVNER INTERNATIONAL EQUITY 412295107 HLMIX 136,987.12 24.42 3,345,089.17 30.69 4,204,134.83 859,045.66 5.38
POR

HRTFRD SCHR EM MRKT EQ-SDR 41665H789 SEMTX 97,413.35 17.09 1,664,387.33 20.58 2,004,766.71 340,379.38 2.56
JENSEN QUALITY GROWTH-Y 476313408 JENYX 56,344.63 52.79 2,974,607.39 64.44 3,630,848.11 656,240.72 4.64
JOHCM INTERNATIONAL SELECT I 46653M849 JOHIX 128,018.95 25.69 3,289,191.81 31.61 4,046,678.86 757,487.05 5.18
TOUCHSTONE MID CAP FUND INSTITUTIONAL 89155T649 TMPIX 27,122.68 38.56 1,045,957.49 48.53 1,316,263.76 270,306.27 1.68
VANGUARD TOTAL STOCK MKT INDEX - ADM 922908728 VTSAX 0.00 100.00 0.02 110.35 0.02 0.00 0.00
VIRTUS KAR INTL SMALL CAP 92828W551 VRISX 54,188.96 21.99 1,191,512.34 25.73 1,394,282.06 202,769.72 1.78
Security Type Sub-Total 543,621.58 14,350,745.55 353.72 17,545,839.05 3,195,093.50 22.43

Mutual Fund - Other

COHEN & STEERS INST REALTY SHARES 19247U106 CSRIX 29,843.62 43.79 1,306,796.84 54.49 1,626,179.07 319,382.23 2.08
PIMCO COMMODITY REAL RET STRAT INSTL 722005667 PCRIX 179,065.70 6.99 1,252,331.99 6.26 1,120,951.30 (131,380.69) 1.43
PRINCIPAL RE SECURITIES INST FUND 742530580 PIREX 50,682.28 26.10 1,322,991.36 32.82 1,663,392.40 340,401.04 2.13
Security Type Sub-Total 259,591.61 3,882,120.19 93.57  4,410,522.77 528,402.58 5.64

PFM Asset Management LLC Account 54571220 Page 4
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Detail of Securities Held & Market Analytics For the Month Ending July 31, 2021
CALIFORNIA WATER INSURANCE FUND - 54571220
Security Type/Description Average Original Market Market Unreal G/L

Dated Date/Coupon/Maturity CUSIP Ticker Shares Cost/Share Cost Price Value on Cost Percentage

Managed Account Sub-Total 2,875,524.32 66,339,062.99 3,239.91 78,173,696.72 11,834,633.73 99.96
Securities Sub-Total $2,875,524.32 $66,339,062.99 $3,239.91 $78,173,696.72 $11,834,633.73 99.96%
Accrued Interest $0.00
Total Investments $78,173,696.72

PFM Asset Management LLC Account 54571220 Page 5



Security Transactions & Dividends For the Month Ending July 31, 2021

CALIFORNIA WATER INSURANCE FUND - 54571220

Transaction Type

Transaction Realized G/L Sale
Trade Settle  Security Description CUSIP Ticker Shares Price Amount Interest/ Dividend Cost Method
BUY
07/08/21  07/08/21 FIRST AMERICAN GOV OBLG FUND 31846V203 FGVXX 4.261.01 1.00 (4.261.01) 0.00
07/28/21  07/28/21 BAIRD CORE PLUS BOND - INST 057071870 BCOIX 857.59 11.98 (10.273.95) 0.00
07/30/21  07/30/21  MAINSTAY MACKAY HIGH YIELD CORP 56063N881 MHYSX 385.98 5.67 (2.188.52) 0.00
BD R6
07/30/21  07/30/21 DOUBLELINE CORE FIXED INCOME I 258620301 DBLFX 522.82 11.19 (5.850.36) 0.00
07/30/21  07/30/21 PRUDENTIAL TOTAL RETRN BND-Q 74440B884 PTROX 959.92 14.85 (14.254.84) 0.00
07/30/21  07/30/21  FIRST AMERICAN GOV OBLG FUND 31846V203 FGVXX 1.37 1.00 (1.37) 0.00
07/30/21  07/30/21 VOYA INTERMEDIATE BOND-I 929131684 IICIX 871.86 10.45 (9.110.95) 0.00
Transaction Type Sub-Total 7,860.55 (45,941.00) 0.00
INTEREST, DIVIDENDS & CAPITAL GAINS DISTRIBUTIONS
07/08/21  07/08/21 ISHARES INTERMEDIATE-TERM CO 464288638 IGIB 0.00 0.00 2.382.37
07/08/21  07/08/21 ISHARES J.P. MORGAN USD EMERGING 464288281 EMB 0.00 0.00 1.878.64
MARKETS
07/28/21 07/28/21  BAIRD CORE PLUS BOND - INST 057071870 BCOIX 0.00 0.00 10.273.95
07/30/21  07/30/21 PRUDENTIAL TOTAL RETRN BND-Q 74440B884 PTROX 0.00 0.00 14.254.84
07/30/21  07/30/21  FIRST AMERICAN GOV OBLG FUND 31846V203 FGVXX 0.00 0.00 1.37
07/30/21  07/30/21 VOYA INTERMEDIATE BOND-I 929131684 IICIX 0.00 0.00 9.110.95
07/30/21  07/30/21  MAINSTAY MACKAY HIGH YIELD CORP 56063N881 MHYSX 0.00 0.00 2.188.52
BD R6
07/30/21  07/30/21 DOUBLELINE CORE FIXED INCOME I 258620301 DBLFX 0.00 0.00 5.850.36
Transaction Type Sub-Total 0.00 0.00 45,941.00
SELL
07/29/21  07/29/21  FIRST AMERICAN GOV OBLG FUND 31846V203 FGVXX 13.630.72 1.00 13.630.72 0.00 0.00 FIFO
Transaction Type Sub-Total 13,630.72 13,630.72 0.00 0.00
Managed Account Sub-Total (32,310.28) 45,941.00 0.00
Total Security Transactions ($32,310.28) $45,941.00 $0.00

PFM Asset Management LLC Account 54571220 Page 6



ACWA JPIA
JPIA Custodial Service Provider
September 27, 2021

BACKGROUND

PFM is the investment advisor for ACWA JPIA. As part of this role PFM determines
purchases and sales of the portfolio while adhering to the JPIA’s investment policy. US
Bank is the JPIA’s custodian of its investments managed by PFM.

CURRENT SITUATION

In July 2021 it was announced that PFM has entered into a definitive agreement to sell
itself to US Bank. PFM under this arrangement would become a fully owned subsidiary
of US Bank. This agreement is expected to go in effect at the end of December 2021.

Segregation of duties for internal controls necessitates that the responsibilities of
managing investments (PFM) and custody (US Bank) be separated. PFM has indicated
to the JPIA that they will continue to operate separately under this new ownership.

Staff recommends changing of the JPIA investment custodian (US Bank) to a new
custodian that is independent of PFM.

RECOMMENDATION
None, informational only.

Prepared by: David deBernardi, Director of Finance = Date Prepared: September 10, 2021
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U.S. Bank Acquires PFM's Asset Management Business

MINNEAPOLIS (July 8, 2021) - U.S. Bank announced today that it has entered into a definitive agreement to
purchase PFM Asset Management LLC under its subsidiary, U.S. Bancorp Asset Management. PFM Asset
Management will continuie to operate as a separate entity. PFM Asset Management and U.S. Bancorp Asset
Management had combined assets under management and assets under administration of more than $325 billion on
March 31, 2021.

“PFM Asset Management brings a wide array of client relationships and product offerings, including local government
investment pools, outsourced chief investment officer services and separately managed accounts in bath fixed income
and muiti-asset class strategies,” said Eric Thole, head of U.S, Bancorp Asset Management. “These services
complement U.S. Bank's current book of business and we're thrilled to have the opportunity 10 increase our presence
nationally and solidify U.5. Bank's position as a leading provider of investment solutions.”

Thole added, “PFM Asset Management has a great reputation in the public space, and that's a testament to its talent.
U.S. Bank is known for working with clients one-on-ong to understand their unique needs and delivering customized,
proactive solutions to help them meet their objectives. We're excited to put the variety of resources offered by U.8.
Bank to work for our new colleagues and clients.”

Marty Margolis, head of PFM Asset Management, said, “This sale combines the resources of two organizations who
recognize the importance of providing chients with exemplary customer service; our commitment to clients will remain a
priority throughout the transition. We're also very pleased that U.S. Bank aligns with our fundamental belief in creating
a diverse, inclusive and ethical culture.”

PFM's financial advisory business is not part of this acquisition and will continue to operate independently as the
nation's leading independent financial advisor in terms of transactions and par amount. For the year ended December
31, 2020, PFM advised on 985 overall transactions totaling more than $69.7 billion in par amount, according fo Ipreo.

"PEM will continue to provide outstanding financial advisory and consulting services to state and local governments
and the non-profit sector,” said Dan Hartman, who currently leads PFM's financial advisory practice and will lead PFM
as its president and CEOQ after closing.

U.S. Bancorp Asset Management is part of U.S. Bank's Wealth Management and Investment Services division, which
has more than $8.8 trillion in assets under custody and adgministration and $244 billion in assets under management,
globatly. In addition to offering asset management products and services, it also offers global corporate trust and
custody services, alternative investrment, fund custody and administration services, and wealth management services,

The deal was signed on July 7, 2021 and is expected to ciose in fourth quarter 2021, subjsct to regutatory approval
and satisfaction of customary closing conditions. Financial terms were not disclosed.

Piper Sandler & Co. served as strategic and financiat advisor, and Dechert LLP served as legal counsel to

PFM. McCarter & English served as legal counsel to PFM's financial advisory business. Jones Day served as legal
counsel to U.S. Bank.

#H#H
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Contacts;
Kimberly Mikrot, U.S. Bank Public Affairs & Communications
kimberly.mikrot@usbank.com | 612.208,2553

Michael Harris, PFM Asset Management LLC
harrism@pim.com | 717 .231.6240

David Eichenthal, PFM
gichenthald@pfm.com | 423.637.8085

About U.5. Bancorp Asset Management
U.5. Bancorp Asset Management's core strength and focus is managing investment grade fixed income strategies for
institutional clierts. A registered investment adviser, it has been providing investment grada fixed income investment
solutions since 1982, With more than $160 billion in assets under management as of March 31, 2021, U.S. Bancorp

. Asset Management is a resource for institutional clients including corporations, healthcare organizations, higher
education, public entities and nonprofits. For more infarmation, visit usbancorpassetmanagement.com.

About U.S, Bank

U.3. Bancorp, with nearly 70,000 employees and $353 billion in assets as of March 31, 2021, is the parent company of
LLS. Bank National Association. The Minneapolis-based company serves millions of customers locally, nationally and
glabally through a diversified mix of businesses: Consumer and Business Banking; Payment Services; Corporate &
Commaercial Banking; and Wealth Management and Investment Services. The company has been recognized for its
approach to digital innovation, social responsibility and customer service, including being narmed one of the 2021
World's Most Ethical Companies and Fortune's most admired superregional bank. Learn more at usbank com/about.

Ahout PFM

At PFM, over 600 employees — asset managers (with $123 billion in assets under management and $41.2 billion in
gssets under administration as of March 31, 2021), financial advisors and consuitants — partner with clients in every
region of the country to transform their world. PFM combines superior financial advice, disciptined management and
ingenuity to build, power, move and educate. PFM is the marketing name for a group of affiliated companies providing
a range of services. All services are provided through separate agreements with each company. For more information
regarding PFW's services or entities, please visit pfm.com.

U.S. Bancaorp Asset Management, [ng, is a registéred investment adviser and subsidiary of U.8. Bank National Association, U8, Bank Natienal
Association is a separate entity and wholly owned subsidiary of U.S. Bancorp. U.S. Bank is not respansible for and does not guarantes the praducts,
services, or performance of U.S. Bancorp Assat Management, Ing.

NOT FDIC INSURED | NO BANK GUARANTEE | MAY LOSE VALUE
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Frequently Asked Questions about

PFM Asset Management Client Consent

As of July 19, 2021

pfm

The PFM halding company has entered into a definitive agreement to sell PFM Asset Management LLC (PFMAM)
along with other associated entities (PFM Fund Distributors, Inc. (PFMFD) broker-dealer entity and PFM Financial
Services LLC (PFMFS) Purchase-Card marketing entity) to U.5. Bancorp Asset Management Inc. (USBAM), a
subsidiary of U.5, Bancorp. PFMAM will become a whally-owned subsidiary of USBAM and will continue to

operate as a separately registerad investment adviser known as PFM Asset Management, a division of USBAM. The
transaction is expected to close near the end of the year. USBAM and PFMAM have complementary businesses and
a strong collective presence in money markets, investment-grade fixed income and multi-asset class outsourced
chief investment officer (OCIO) advisory services. We believe the enhanced resources of the investment, credit

and research teams will support and strengathen the capabilities of both firms to serve government, not-for-profit,

corporate, and other institutional clients.

L

Why is PFMAM being acquired by USBAM?

PFMAM continues to lead with a client first approach,
and management believes the transaction to sell PEM
Asset Management will best position the firm to meet
client needs. PFMAM will benefit from economies of
scale and resources provided by a larger platform, which

What is the new corporate structure for PFEMAM?

PEMAM will continue as a separate registered
investment adviser, use the PFM Asset Management
name, and become a division of U.5. Bancorp Asset
Management, Inc, (USBAM), a subsidiary of LLS. Bank,
Subject to regulatory approval, PEM Fund Distributors,
Inc. will rerain the broker-dealer affiliate of PFMAM.
PFM Financial Services LLC will transition with PFMAM to
continue to provide Purchase Card (P-Card) marketing

SEIVICES,

Wil there be any changes in the leadership of the
businesses? What will they be?

After PFMAM becomes a division of USBAM, upon
closing of the transaction, the majority of FFMAM

@ PFM Assct Management LLC | pfm.com

will help mitigate the growing industry challenges of
access to capital for further growth, cybersecurity and
tachnology investment. We believe this is a natural
evolution for the PFMAM business end will strengthen
our position within an evolving asset management
arena.

leadears and professionals will remain in place to provide
investment management, client service and day-to-day
administration. But, there will be some management
changes. As part of an accelerated succession for Marty
Margolis, Ken Schiebel, CFA, a 26-year PFM veteran,

will assume Chief Investment Officer responsibilities
and lohn Molioy, CFA, a 19~ year PFM veteran, will take
on other leadership and administrative responsibilities.
Both will roport to Eric Thole, CEQ of USBAM. Marty

will serve as an executive consultant to Eric Thole for an
interim period after closing. In addition to Ken and John,
PEMAM's regional and select functional team leaders,
Lauren Brant (West), Nelson Bush (Scuth), Stephen
Faber (East), Tim Sullivan (Midwest), John Spagnola
{OCIC), Michael Harris (Marketing), and Leo Karwejna



(CCOY wilt join the USBAM executive leadership team in
guiding the combined organization,

Additionally, in portfolio management, leff Rowe, CFA,

a 16-year PFM veteran, will assume full responsibility

for PFMAM's short-term portfolio management and
trading, including responsibility for LGIPs and short-
term portfolios. Michae! Varanoe, current short-term co-
tead, will assist PEMAM through the transition to USBAM
after which he will separate from PFMAM. Similarly,
Barbara Fava, head of treasury management consulting,
will assist with the transition of that business to PFM
Financial Advisars as part of the financial advisory/
management, budgeting, and consulting business

and wilf serve as a consultant to finish existing projects,
In asset management accounting and information
technology, Daniel Hess and Kerry Benson will aid in the
transition and/or serve as consultants to USBAM for an

What will the impact be on clients?

We do not expect this transaction to materially or
adversely impact the clients of PFMAM.

Post-clasing, PFMAM will continue to offer the same
investment advisory services along with increased access
to the resources of one of the largest comrmercial banks
in the United States.

During the period between announcement and closing,
PEMAM will continue to provide further information

as requested to seek consent from investment
management clients in consideration of regulatory
requirements for the change of control to USBAM;
however, PFMAM investment management clients will

What must | do to have PFMAM continue to serve
my accounts? What happens if | do not act?

PFMAM will continue to provide investment
management services for your account with PFMAM
personnel continuing to serve you. In the event that
you do not give notice to PFMAM within 60 days after
the date of this comrmunication that you disapprove
of the deemed assianment, you will be considered to

& PFM Asset Management LLC | pfrm.com
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interim period, after which time they will also separate
from the firm.

For investors currently utilizing U.5. Bank as cus-
todian: will U.S. Bank still be able to act as custo-
dian for my PFMAM managed account?

Utilizing U.5. Bank as custodian remains your choice.
U.5. Bank's custody group is housed in a different part
of the organization with regulatory oversight by the
Office of the Comptroller of the Currency. As such,
appropriate information barriers relating to data exist
to facilitate fully independent and segregated oversight
of client assets as custodian. We will separately provide
specific language for VA in the accompanying letter and
may also update this response. Wili be addressed after
the primary mailing,

generally not need to take any further action to revise or
update existing investment advisory agreements,

Will PFMAM be able to continue to serve clients
effectively? Wit PFMAM still be able to provide
the same services?

Yes, PFMAM intends to provide the same services as
before the transaction.

The majority of PFMAM leaders and professionals will
continue to serve clients. We will continue to execute on
our strategic technology readmap and anticipate several
significant upgrades to come online - further enhancing
our ability to provide the high level of service our clients
are accustomed to.

have consented to the assignment, and your investment
advisory agreement will remain in effect, with no change
to its terms, both before and after completion of the
transaction, You, of course, continue to have the right,
before and after the change in control, to terminate the
investment advisory agreement in accordance with its
terms.
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https://us02web.zoom.us/j/86124606817?pwd=WVdqcEpHNERGd3VCc1dDdnRMZFA4UT09
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https://us02web.zoom.us/j/6615162566?pwd=azhrRU1uR3ZrZVRLd0EyakthWHQ4dz09
https://us02web.zoom.us/j/6615162566?pwd=azhrRU1uR3ZrZVRLd0EyakthWHQ4dz09
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https://us02web.zoom.us/j/82583264623?pwd=VFlFZEZ1Z29VMWxTQjVHczJGajBadz09
https://us02web.zoom.us/j/85211029147?pwd=VGY4Z1VDTW5QR0hKT1BpSE5GWU0xZz09
https://us02web.zoom.us/j/6615162566?pwd=azhrRU1uR3ZrZVRLd0EyakthWHQ4dz09
https://us02web.zoom.us/j/6615162566?pwd=azhrRU1uR3ZrZVRLd0EyakthWHQ4dz09
https://us02web.zoom.us/j/6615162566?pwd=azhrRU1uR3ZrZVRLd0EyakthWHQ4dz09
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https://us02web.zoom.us/j/6615162566?pwd=azhrRU1uR3ZrZVRLd0EyakthWHQ4dz09
https://us02web.zoom.us/j/6615162566?pwd=azhrRU1uR3ZrZVRLd0EyakthWHQ4dz09
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