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The Federal Open Market Committee (FOMC)

i Body within the Federal Reserve that sets monetary policy

Consists of twelve members — seven members of the Board of Governors of the Federal
Reserve System; the president of the Federal Reserve Bank of New York; and four of the
remaining eleven Reserve Bank presidents who serve one-year terms on a rotating basis
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The Fed Chairman
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What is it You Do!?

The Federal Reserve (The Fed)

* Five key functions:

o Conducts the nation’s monetary policy

o Helps maintain the stability of the financial system

o Supervises and regulates financial institutions

o Fosters payment and settlement system safety and efficiency

o Promotes consumer protection and community development

Three key entities in the Federal Reserve System
* The Board of Governors

e The Federal Reserve Banks
e The FOMC

Source: Federalreserve.gov
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Fed and the Three Tools of Monetary Policy

Using the three tools, the Federal Reserve influences the demand for and the supply of
balances that depository institutions hold at Federal Reserve Banks and alters the Federal

Funds Rate (the interest rate at which depository institutions lend balances at the Federal
Reserve to other depository institutions overnight)

* Open Market Operations (FOMC)

o Purchase and sale of securities in the open market by a central bank

* Discount Rate (Board of Governors)

o The interest rate charged to commercial banks and other depository institutions on loans they
receive from their regional Federal Reserve Bank’s lending facility — the discount window

* Reserve Requirements (Board of Governors)

o The percentage of deposits that commercial banks and other depository institutions must hold as
reserves
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FOMC Rate Cycle: January 2000 — July 2021
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QE — Quantitative Easing

Unconventional monetary policy

An open market operation strategy

Fed buys treasuries (or other securities) from the market in order to lower
interest rates and increase the money supply

Increases money supply by flooding financial institutions with capital to promote
increased lending and liquidity

Considered when short-term interest rates are at or approaching zero
Does not involve the printing of new banknotes

Generally causes a depreciation in the value of the dollar

Public Trust Advisors 2022 ©



The Fed’s Balance Sheet - $9 Trillion Dollars
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And Now a Fed Tapering....

i The gradual slowing of the pace of the Federal Reserve’s large-scale
asset purchases

i Does not refer to an outright reduction of the Fed’s balance sheet,
only to a reduction in the pace of its expansion

i Motivation is to slowly remove the monetary stimulus

Wil Fed Chair Powell confirmed in January 2022 that the plan is to end
asset purchases in early March 2022

Source: Brookings.Edu Public Trust Advisors 2022 © 9



Interest on Reserve Balances (IORB)

i Balances held at the Fed in excess of the reserve requirement that
earn interest at a specified rate (currently 15 basis points)

W By adjusting the |IORB rate, the Federal Reserve attempts to move
the Federal Funds Rate into the target range (currently O to 25 basis
points) set by the FOMC

i If overnight repo rates are less than the IORB rate, banks are
incentivized to hold excess deposits at the Fed, reducing the pressure
on the overnight repo rate

PUBLIC® /(R
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Incorporating the FED & Economic Data in the Investment Process

Fed Balance Sheet
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The FED and the DOT Plot
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The Impact of the FED and Market Expectations

Set Default Export [£2 World Interest Rate Probability
Show Models » Enable Overrides
Region: United States » Instrument: Fed Funds Futures »
Target Rate i Pricing Date | 02/01/2022 =]
Effective Rate i Cur. Imp. O/N Rate

Meeting #Hikes/Cuts FHike/Cut Imp. Rate A Implied Rate A.R.M.
03/16/2022 +1.176 +117.6% +0.294 0.375
05/04/2022 +1.989 +81.2% +0.497 0.578
06/15/2022 +2.748 +76.0% +0.687 0.768
07/27/2022 +3.275 +52.7% +0.819 0.900
09/21/2022 +3.950 +67.5% +0.988 1.069
11/02/2022 +4.312 +36.2% +1.078 1.159
12/14/2022 +4.845 +53.3% +1.211 1.293
02/01/2023 +5.115 +27.0% +1.279 1.360

Implied Overnight Rate & Number of Hikes/Cuts
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Breakeven Analysis — Evaluating Bond Offerings vs Expected Fed Action

US Treasury Model (Actual / Actual Day Count)
sSettlement Date 222022 2/1/22 11:54 AM Cash At Maturity MNPV IRR
Maturity Date 1/31/2027 I Ower-MNight Cash Value 52,735,394.11 - 1. 192%'
Par Value Purchased 50,000,000.00
Price Paid 99.39843750 IBond Cash Value 53,861,555.38 = 1.5?5%'
Coupon Rate 1.500%
Price + Accrued (to Buy) 49,703,362.40 I Bond Less Over-MNight 1,126,161.26 - O.-‘lEdZ%I
Cwver-Might Investment Rate 0.0300
Day Count 360.0 ICon clusion Buy Bond Stay Cash Buy Bond I
Enter most recent coupon date ———-——-——————————- = 1/31/2022 375,000,000
7f31/2022 375,000.000
1/31/2023 375,000.000 Day Count
I#of Fed Rate Increases 5 7/31/2023 375,000.000 For Accrued A49.699,218.75 |Price
1/31/2024 375,000,000 2 4,143.65 |Accrued
|increases in 2022 T a | 7/31/2024 375,000.000
1/31/2025 375,000.000 49,703,362.40 |Total Paid
|increases in 2023 1 | 7/31/2025 375,000.000
1/31/2026 375,000.000
|increases in 2024 v - | 7/31/2026 375,000.000 Bid Savings (688,082.70)
1/31/2027 375,000.000 IRR Savings 18,781.43
- 0.250
Fed Rate Increase Dates Loy High
1/26/2022 = - 0.250
3/16/2022 0.250 0.250 0.300
5/4,/2022 0.250 0.500 0. 750
6/15/2022 0.250 0.750 1.000
Fi27 2022 - 0.750 1.000
9212022 0.250 1.000 1.250
11/2/2022 - 1.000 1.250
12/14,/2022 0.250 1.250 1.500
1/26/2023 = 1.250 1.500
3/16/2023 = 1.250 1.500
5/4/2023 - 1.250 1.500
6/15,/2023 - 1.250 1.500
PUBLIC"
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The U.S. Department of the Treasury

sta

Mission is to maintain a strong economy and create economic and job
op
and

bortunities by promoting the conditions that enable economic growth and

oility at home and abroad; strengthen national security by combating threats

protecting the integrity of the financial system; manage the U.S. government’s
finances and resources effectively

Operates and maintains systems that are critical to the nation’s financial
infrastructure such as the production of coin and currency, the disbursement of

payments to the American public, revenue collection, and the borrowing of funds
necessary to run the Federal government

Source: Treasury.gov
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Secretary of the Treasury
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The Debt Ceiling

What Is the U.S. Debt Ceiling?

Debt limit is the total amount of money that the U.S.
government is authorized to borrow to meet its
It's the limit for how much debt ﬁ It's imposed by Congress
the federal government can have
atonce

existing legal obligations including social security and
Not raising the ceiling

Medicare benefits, military salaries, interest on the

YT

national debt, tax refunds, and other payments
Having a debt ceiling =
could lead to total = 7 _ focuses national
debtdefautt o AP attention onthe

Does not authorize new spending commitments
debt

Simply allows the government to finance existing legal
obligations

Failing to increase the debt limit would cause the
government to default on its legal obligations

alfl

Source: U.S. Department of Treasury
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Appreciation/Depreciation of the Dollar

Appreciation: increase in the value of one currency regarding another currency

* Reasons include government policy, interest rates, trade balances, and business cycles

Takes place when exchange rates change, allowing for the purchase of more
units of a currency

A standard currency quote lists two currencies as a rate or fraction

When a currency appreciates, exports cost rise; goods being exported will likely
drop

When a currency appreciates, imports will become cheaper;a dollar will go
further

Public Trust Advisors 2022 ©

18




Economic Indicators and the Bond Market Effect

| NumberandDirection | EffectinTerms of Price
Gross Domestic Product (GDP) : L 4 1+
Initial Unemployment Claims 4+ 0 3 2
Unemployment Rate * { * 2
Consumer Price Index (CPl) 5 s 4 iy
Producer Price Index (PPI) 4 {r L 2 ¥
Consumer Sentiment 4 2 Y 4 I
Housing Starts 4 "y ¥ >
Retail Sales O s Y 4 I
Industrial Production and Capacity Utilization * L 4 iy
Durable Goods > s 4 iy
New Home Sales 2 V2 4 i
Good news is bad news for bonds
?%%LSI% : R Source: By the Numbers — Stephen D. Slifer Public Trust Advisors 2022 © 19




Sources for Monitoring Economic Data — Bloomberg ECO

) Calendars + 2 Alerts 3) Export v 4 Settings - [4 Economic Calendars
B JUnited States OIS 10:09:49 | 02/01/22[=14 02/08/22[=
' v View O Agenda ® Weekly

Date Time A M R Event Period Surv(M) Actual Prior Revised4

21) 02/01 06:45 Il Markit US Manufacturing PMI JanF 550 555 55.0 =

) 02/01 07:00 | Construction Spending MoM Dec 0.6% 0.2% 04% 0.6%
3 02/01 07:00 dl ISM Manufacturing Jan 575 576 58.7 58.8
02/01 07:00 ] ISM Prices Paid Jan 6/.0 761 68.2

L --
02/01 07:00 ISM New Orders Jan 580 579 604 6L0

)
)

)
3
6 02/01 07:00 ISM Employment Jan 53.0 545 542 539
27) 02/01 07:00 JOLTS Job Openings Dec 10300k 10925k 10562k 10775k

29) 02/01 , Wards Total Vehicle Sales Jan 13.00m --1 12.44m

29) 02/02 04:00 il MBA Mortgage Applications Jan 28 -- - -7.1%
30) 02/02 05:15 il ADP Employment Change Jan 184k -- 807k
31) 02/03 04:30 Challenger Job Cuts YoY Jan -- --| -75.3%
32) 02/03 05:30 i Nonfarm Productivity QP  3.9% - -5.2%
33) 02/03 05:30 Unit Labor Costs 4QP 1.0% - 9.6%

Source: Bloomberg Public Trust Advisors 2022 ©




Sources of Economic Data — Federal Reserve Bank VWebsites

FEDERAL RESERVE BANK of NEW YORK

About the
New York Fed

home > economic research >

Markets & Policy
Implementation

Economic
Research

Data and Indicators

The Research and Statistics Group provides the following links to online sources of economic data produced by the New York Fed and other

Reserve Banks.

KEY DATA FROM THE NEW
YORK FED

Business Leaders Survey

A monthly survey of service firms in
New York State, northern New Jersey
and southwestern Connecticut,
conducted by the New York Fed

Empire State
Manufacturing Survey

A monthly survey of manufacturers in
New York State, conducted by the
New York Fed.

Supplemental Survey
Report
Summary of responses to topical

questions from the Empire State
Manufacrurina Survev and the

DYNAMIC DATA AND MAPS
FROM THE NEW YORK FED

Eight Different Faces of the
Labor Market

New monthly release provides timely
updates on national labor market
conditions. Dynamic charts depict
trends in eight key categories:
unemployment, employment, hours,
labor demand, job availability, job loss
rate, wages, and mismatch

The Labor Market for
Recent College Graduates

This interactive web feature presents
a wide range of job market metrics for
recent college graduates, including
trends in unemployment rates,
underemployment rates, and wages
Data are updated regularly and
available for download.

For-Profits in the Higher
Education Landscape

Interactive maps and charts shed light
on the unprecedented growth, market
share, student loans, tuition pricing,

fadaral arante and mara far far.nrafie

Serving the Second District and the Nation

Financial Institution
Supervision

TOOLS AND INDICATORS
FROM THE NEW YORK FED

Economic Indicators

Calendar

A calendar showing the date and time
of key economic data releases. Links
to data sources are provided when
available

__# =

Underlying Inflation Gauge
UI1G)

The New York Fed Staff UIG measures

capture sustained movements in
inflation from information contained
in a broad set of price, real activity,
and financial data. We share

estimates and downloadable data on a

monthly basis

Financial Services
& Infrastructure

Outreach
& Education

FROM OTHER RESERVE
BANKS

FRED (Federal Reserve
Economic Data) orrsie

A database developed by the St. Louis
Fed that consists of more than
213,000 U.S. and international
economic time series. Users can
download and interact with the data

Real-Time Data Set for
Macroeconomists oirsiie

A data set developed by the
Philadelphia Fed that consists of
vintages, or snapshots, of time series
of major macroeconomic variables

WWW.NEWYORKFED.ORG/RESEARCH/DA

TA_INDICATORS

WWW.STLOIUSFED.ORG

Economic Indicators Calendar

Provides the date and time of key economic data releases. When available, links on the calendar
direct you straight to the data source (often oFFsITE ).

«PREVIOUS MONTH

Monday

FEBRUARY 2022

Tuesday Wednesday

01 02

CoreLogic Home Price ADP National
Index Employment Report
(08:00) (08:15)

Construction Por
(10:00)

ISM Manufacturing
(10:00)

JOLTS
(10:00)

Dallas Fed Texas Retail
Outlook Survey
(10:30)

Thursday
03

Initial Claims
(08:30)
Productivity & Costs

(Preliminary)
(08:30)

ISM Non-
Manufacturing
(10:00)

Manufacturing,

Shipments, And Orders

(10:00)

FEEE

£ Printer version

NEXT MONTH -
Friday
04
Employment

Situation
(08:30)

PUBLIC"
TRUST
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Source: Internal City & County of San Francisco
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http://www.newyorkfed.org/RESEARCH/DATA_INDICATORS
http://www.stloiusfed.org/

Source for Economic Data — Econoday Economic Journal

JOURNAL AG EC CUSTOM TESTIMONIALS CONTACT ECONODAY.COM

2022 ECONODAY MONTHLY ECONOMIC JOURNAL

$ 49.95

ECONDODAY Quantity

Contact Sales@Econoday.com for bulk or custom orders.

MARKET-MOVING EVENTS FOR AN ENTIRE YEAR

Strategic investing and analysis are a lot easier when you can identify patterns and see
how economic events and announcements correlate with specific market movements.
The Econoday Journal provides a convenient and easy way to follow important economic

events every day, every month, throughout the year.

e Enhanced new large format

e Spiral-Bound

« Monthly Monitor Calendar

e Space to write personal Market Impact Notes

e PLUS Our comprehensive Resource Center, featuring all the great information &

insights you’ve come to expect from Econoday

PUBLIC"
TRUST

ADVISORS

Source: Internal City & County of San Francisco Public Trust Advisors 2022 © 22




The Fed, the Economy, and Investments
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Fixed-Income Investment Risks

Duration Risk: measures the sensitivity of a bond’s price to a percentage change in interest rates

o The higher the duration, the greater the sensitivity to changes in rates

Interest Rate Risk: the impact of changes in interest increase/decrease the market value of a bond

o Related to duration; market value change is inversely related to interest rate movement
Call Risk: the risk of the bond being “called” by the issuer; call risk increases when interest rates decrease resulting in higher
reinvestment rate risk due to the lower interest rate environment

o Callable bonds may provide a higher yield at the time of purchase though the actual yield is determined at the time of call or
maturity

Reinvestment Risk: the risk of investing proceeds from a call, maturity, or coupon in a lower yielding interest rate environment
o The shorter the time to maturity, the higher the reinvestment rate risk

Default Risk: the risk that the issuer is unable to make the timely payment of interest and/or principal

Typically associated with credit issues (corporate debt)

PUBLIC" /&8
TRUST

ADVISORS
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CA Government Code 53600.5 — The Importance of Cashflow Management in the

Investment Process

Obijectives

When investing, reinvesting, purchasing, acquiring, exchanging, selling, or managing public funds,
the primary objective of a trustee shall be to safeguard the principal of the funds under its
control. The secondary objective shall be to meet the liquidity needs of the depositor. The
third objective shall be to achieve a return on the funds under its control.

Higher degree of portfolio cashflow certainty can translate into longer portfolio average maturity and portfolio
durations.

Source: CA Government Code Public Trust Advisors 2022 © Zg




The Importance of a Cash Forecast in the Investment Process

Primary Objectives:

e Liquidity Management — having sufficient cash available to meet cash outflows. Matching an
investment maturity to a known future cash disbursement immunizes the cash flow and
reduces the liquidity risk in the portfolio. Theoretically, if all cash disbursements are matched
to a portfolio security maturity, liquidity risk is mitigated.

e Managing Costs — cash forecasting can help minimize excess bank balances and increase
portfolio returns. Idle cash creates cash drag on an investment portfolio. The impact of cash
drag is not readily visible and can be difficult to quantify.

Source: Internal City & County of San Francisco Public Trust Advisors 2022 © 26




Developing a Cash Forecast — A Dynamic Process

Examine historical data to identify seasonality/trends

Gather information on future cash disbursements and cash receipts from the pool
participants

Use statistical extrapolation to predict a pattern of future cash flows (i.e. Moving
Average, Exponential Smoothing)

Create a model incorporating all cash disbursement, cash receipt, and portfolio
information

Update model as new information becomes available

Source: Internal City & County of San Francisco

Public Trust Advisors 2022 ©

27



City & County of San Francisco - End of Month Portfolio Balances and Cashflow
Portfolio Profile
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CCSF Pooled Fund — Month-to-Month Portfolio Changes and Net Inflows/Outflows
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Developing a Forecast — Assuming Normal Cash Inflows Forecast

Total Cash Flow Graphed By Month Graph Start (S Augl2020 : I::: Ei :E:i.ﬁ:m
Graph End DSy Nov/2023 Eale otk o i T ol ok F e
Actual Total Cash Flow Graph By Month
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Developing a Forecast — Assuming Zero Cash Inflows

B Total CF Pos:Total Cash Flow
Graph Start Date Augl2020
Total Cash Flow Graphed By Month > e @ Total CF Neg:Total Cash Flow

Graph End Date Nov/2023
- =8— Adjusted Liquidity:Total Cash Flow

Actual Total Cash Flow Graph By Month

Liquidity
/ Exhausted

$2,500,000,000.00

$0.00 1

($2,500,000,000.00)

($5,000,000,000.00)

(57.500000000.00 Portfolio Assets
1000000000000 Exhausted

($12,500,000,000.00)
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Determining an Optimal Portfolio Duration — ALM Flow Selection

I"l‘ ‘:: Flow Selection Type
Ana CS Maximum Maturity (Yrs)
POWERED BY QUANTRIX
Historical Net Cash Projected Net Cash

Flow by Vear 018 2019 020 0 Ijlmbmer Worst Outflow Average Outflow User Outflow
January (61M984740140) | (SA4BB4TOTIZ0) | ($152567,79343) March $186,376,10.50 §316,465,206.63 $150,278,580.45 -

" = — ——— April §391223723.90 $578.260,789.47 §352.101,351.51

earary (I (TSR0TEE | - (2413,306.20) ™ (611,065.990.48 $146,531.360.96 ($12247258053)

March $166,076,210.50 622436220175 $558,057,207,54 June ($1,328,600,209.83) ($811,616,324.06) ($1.461,47013081)
April $570,006,221.80 $301,223,723.90 §TT265242012 Ay (926 M55) 1881, 10.07) WEAL L0000 B

, | s ($63,582.107.76) $96,827 71748 (669,940 318.54)

May (§111,065,30048) | $130,361,30030 §420,208,800.07 September ($522496417.7) (§253,747.72047) ($574,745,058.89)

November $195,046,766.40 $362,380,785.13 $175,542,080.76

July (914244057 | (S86252020680) | ($869,500897.70) December §512,557 44120 §766,068 93587 §461,301,697.08

August $374|384|411-5{] {$53|582|1{]T.75} {$2U|319|151-31} January {$443|ﬁ47|971.3{]} {$24{]l354l413.51} {$493|512|753.43}

February (6424.131,096.20) $150.470.725.31 ($466,545,195.82)

October $135,044 456,10 $61,068,725.80 $25.000525.74 Agri §301.23723.90 §578,260,789.47 §352,101,351.51

Novembe $195,046,766.40 $622,070,035.10 $270,025,553.90 My 1106539048 VU6E51,360.5 BIZZATZS8S)

OVEMLET iy i HEhI: ™ (61328.609.200.83) (6811,616.924.06) (§1.46147013081)
December $512,557 441.20 §570,284.22830 | $1.215365,438.00 July ($91,426,445.57) ($881,14921002) ($2,500,000,000.00) -
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Determining an Optimal Portfolio Duration

Methodology Model

The Duration Optimization

08"

Duration Optimization

Choose cashflow projection

Calculated duration

Assign immunization weights

Duration Optimization Values by Year

Duration Estimation and Allocation Bucket Apprnxi}n

ation

INDEY DATES

Start Date 6/30/20

End Date .4 6/30/21

Outflow Selection

OutFlow

. Worst Qutflow
Selection

Maximum

Maturity (Yrs) 300

Immunization Weight

Year 1 100.00%
Year 2 65.00%
Year 3 55.00%
Year 4 54.20%
Year 5 49.00%

Sum Present Value of Outflows | $3,807,939,262.12 Portfolio Size | $12,755,002,422.00 “11 3Mo Tsy 0.237
Sum of Asset Matched Present $3,807,939.262.12 — 6Mo Tsy 0.486
Values Portfoli $12,755,106,724.29
| Asset Matched Weight in 20.450% il OMoTsy | | 0.740
Fortiell Percent Immunized | 100.00% rooveTsyl | 0993
Annualized Duration 0.531
Starting Liquidity | $522,955,099.30 125¥rTsy|| 1237
Weighted Duration 0.158 1sovrTsy || 1.480
1¥r Min Liquidity | $522,955,099.30 : :
Sum Present Value of Outflows | §3,801,872,344.72 L7SYrTsy || 1724
o | Weighted Average
LG Ass'fjamfh"‘d Present | ¢ 471,217,02407 | | Cash Flow Duration 208 2.00¥r Tsy 1.9.
Asset Matched Weight in Cash [Liguiﬁiw 4.10% 2.25YrTsy | 2212
) Portfolio il Profile)
PR—T 2.50Yr Tsy 2.457
Annual Total Liquidity §1,330,655,320.65 0-1¥r 20.85Y%
Coverage Required 2.75¥r Tsy 2702
Annualized Duration 1.531 1-3Yr 35.72%
3.00¥r Tsy 2.947
Weighted Duration 0.297 3-5¥r 30.33% .| 325vrTsy | 3.19
PUBLIC"
TRUST Source: MaxQ Analytics Public Trust Advisors 2022 ©
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Credit Spreads

The yield between Treasury securities and non-Treasury securities that are

identical in all respects except for credit rating is referred to as a credit spread

Identical in all respects; maturities are the same with no embedded options
(here we go again... so what is an embedded option you ask? Hold please!)

Embedded option: a provision in the indenture that gives the issuer and/or the

bondholder an option to take some action against the other party (i.e., right to
call the issue, right to prepay, cap on a floater)

Source: Fixed Income Analysis (Fabozzi)

Public Trust Advisors 2022 ©
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Credit Spreads Widening or Narrowing

Widen or narrow relative to Treasuries

* Widen (become larger) in a declining or contracting economy

* Narrow (become smaller) during economic expansion
* Widen over credit concerns

* Narrow when demand outweighs supply

* Widen when investors are selling credit

* Narrow when investors are buying credit

the spread will narrow relative to Treasuries

the spread will widen relative to Treasuries

Public Trust Advisors 2022 ©

If Treasuries sell off (and thus Treasury yields increase) but spreads remain stable,

If Treasuries rally (and thus Treasury yields decrease) but spreads remain stable,
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Credit Spreads Widen During Peak of Pandemic

2.50%

2.00% -

Yield Spread

1.50% -

1.00% -

0.50% -

0.00%

Two Year Maturity AA and A Spread to UST

Mar-20
2.11%
1.91%
Jan-20
0.29%
0.18% Sep-20
0.23%
0.15%

Jan-16

Jul-16 Jan-17  Jul-17 Jan-18  Jul-18 Jan-19  Jul-19 Jan-20  Jul-20

——UST/Corp A Spread ——UST/Corp AA Spread

Rates for ‘AA’ and ‘A’ corporate notes widened to levels not seen since the credit crisis and rebounded quickly as the Federal

Reserve began implementing programs to purchase certain asset classes to ensure market liquidity.
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Source: Bloomberg
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Formal Strategies Customized to Fund Characteristics & Risk Tolerance

Liquidity Portfolio: invested short-term to provide liquidity for known and anticipated expenditures

Strategy comprised of balances maintained in LAIF and other eligible short-term securities

Security maturities targeted to know expenditures and laddered to provide predictable cash flow

Strategy entails minimal market price risk and fund easily converted to cash to cover expenditures

Sizing is critical to ensure sufficient liquidity while minimizing “cash drag” associated with excess liquidity
May include an enhanced cash component to benefit from money market curve steepness

Core Portfolio: invested longer-term to enhance income and growth opportunities

Comprised of those funds not needed for near-term operating or CIP expenditures

Longer maturity/duration strategies historically generate greater returns and growth over time

Longer duration strategies exhibit greater interest rate risk and volatility

Establishment strategic maturity & duration profile consistent with objectives and risk tolerance
Portfolio comprised of eligible securities with active and liquid secondary markets

3-5 year)

Periodic rebalancing of duration and asset allocation ensures consistency of strategy throughout market cycles

May include multiple duration strategies to enhance yield curve diversification and optimize return potential (e.g., 1-5 &

Public Trust Advisors 2022 ©
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Formal Strategies Customized to Fund Characteristics & Risk Tolerance

Summary of Total Return Performance of Select ICE BAML Fixed Income Indices

3-Month Treasury Bill Index

Local Agency Investment Fund 1-3 Year Gov/Corp AA-AAA Index1-5 Year Gov/Corp AA-AAA Index3-5 Year Gov/Corp AA-AAA Index

MW Average Annual Return (20 Years)

» # of Negative Quarters out of 80

. . Avg. Ann. Avg. Ann. Avg. Ann. Standard # of Years w/ # of Quarters w/
ICE Bank of America Merrill Lynch Index Effective Yieldto  Total Return Price Return Income Return Deviation Negative Total Negative Total Sharpe
Description Duration > Worst* (2001-2021) (2001-2021) (2001-2021) (2001-2021) Return Return Ratio
3-Month Treasury Bill Index 0.21 0.08% 1.29% 1.29% 0.00% 0.45% - - NA
Local Agency Investment Fund NA 0.22% 1.64% 0.00% 1.64% 0.41% - - 0.84
1-3 Year Gov/Corp AA-AAA Index 1.85 0.87% 2.27% -0.41% 2.69% 1.26% 1 13 0.78
1-5 Year Gov/Corp AA-AAA Index 2.61 1.07% 2.73% -0.12% 2.86% 1.85% 2 16 0.78
3-5 Year Gov/Corp AA-AAA Index 3.83 1.40% 3.51% 0.37% 3.14% 2.96% 2 26 0.75
Index Comparison: For the
20-Year Period Ended December 31, 2021
4.00% 80
3.50% 70
3.51%
3.00% 60 n
c g
=] et
© 2.50% 2.73% 50 o
[a'4
— o]
g 2.00% 2.27% 40 g
= ©
< Qo
Py 1.50% 1.64% 30 )
. =
d 1.29% 5
E 1.00% . ° 20 v
0.50% 10
0.00% 0 0 -
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Considerations for a Rising Interest Rate Environment

Adherence to proven, long-term strategies: disciplined and repeatable process
Public Trust does not advocate attempts at market timing

Investors should not deviate from long-term strategic portfolio strategies in attempt to capture short-term benefits
return

Requires impossible ability to correctly predict the timing, pace, and magnitude of multiple interest rate changes

Holding longer duration portfolios consistent with risk tolerance over market cycles is a proven strategy to maximize
1]

Marinating appropriate liquidity critical to ensure ability to tolerate volatility

Tactical portfolio adjustments to manage risk & return: constrained by long-term strategy
Target liquidity portfolio maturities to anticipated rate hike dates

Increase exposure to floating rate notes that adjust to rising interest rates

Increase allocation to higher yielding sectors of the credit markets to bolster income (risk substitution)
Tactically shorten core portfolio duration relative to benchmark (e.g., -15% vs. index)

Adjust core portfolio duration distribution based upon anticipated changes in shape of the yield curve

Bulleted, barbell, and laddered maturity distributions respond different ton non-parallel changes in yields
Remain disciplined and don’t reach for yield

Public Trust Advisors 2022 ©
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Components of Total Return — Price vs Income Return

Julv 1 2016.- D ber 31 2018 T 1 January 1, 2018 — December 31, 2020
uly 1, - December 31,
5.00%
3.00% °
4.00%
2.00% °
3.00%
1.00% °
2.00%
0.00% ° ( 2.13%
1.00%
(1.00%) °
v A 4 O.OOO
(2.00%) % .
3M T-Bill 1-3Y Corp/Gov 1-5Y Corp/Gov 3M T-Bill 1-3Y Corp/Gov 1-5Y Corp/Gov
O Income Return M Price Return < Total Return Blncome Return B Price Return © Total Return
January 1, 2010 - December 31, 2020
3.00%
2.00%
1.00%
0.00%
(100%) . S A
3M T-Bill 1-3Y Corp/Gov 1-5Y Corp/Gov
E Income Return B Price Return < Total Return
PUBLIC" o Source: Bloomberg - ICE BofA Fixed Income Indices. Please reference Public Trust Advisors 2022 ©
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Disclosures

This presentation is for informational purposes only. The information contained herein has been obtained from sources that we believe to be reliable, but its accuracy
and completeness are not guaranteed. The materials in the attached are opinions of Public Trust Advisors, LLC and should not be construed as investment advice. Many
factors affect performance including changes in market conditions and interest rates and in response to other economic, political, or financial developments.
Performance comparisons will be affected by changes in interest rates. Investing involves risk including the possible loss of principal. The presentation is not a
recommendation to buy, sell, implement, or change any securities or investment strategy, function, or process. Any financial and/or investment decision should be made
only after considerable research, consideration, and involvement with an experienced professional engaged for the specific purpose. All comments and discussion
presented are purely based on opinion and assumptions, not fact. These assumptions may or may not be correct based on foreseen and unforeseen events. All
calculations and results presented and are for discussion purposes only and should not be used for making and calculations and/or decisions. Past performance is
not an indication of future performance.Any financial and/or investment decision may incur losses.

The investment advisor providing these services is Public Trust Advisors, LLC, an investment adviser registered with the U.S. Securities and Exchange Commission
(SEC) under the Investment Advisers Act of 1940, as amended. Registration with the SEC does not imply a certain level of skill or training. Public Trust is required to
maintain a written disclosure brochure of our background and business experience. If you would like to receive a copy of our current disclosure brochure, privacy
policy, or code of ethics please contact us.

There is no guarantee that investment strategies will achieve the desired results under all market conditions, and each investor should evaluate its ability to invest
long-term, especially during periods of a market downturn. This information may contain statements, estimates, or projections that constitute “forward-looking
statements” as defined under U.S. federal and other jurisdictions’ securities laws. Any such forward looking statements are inherently speculative and are based on
currently available information, operating plans, and projections about future events and trends.As such, they are subject to numerous risks and uncertainties.

Public Trust Advisors
717 17th Street, Suite 1850
Denver, Colorado 80202
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Ensuring Sufficient Liquidity

Cashflow analysis and planning: critical aspects of investment program

Review anticipated revenues and expenditures to appropriately size and a separate liquidity portfolio

Liquidity portfolio may be comprised on LAIF MMF bank deposits and dedicated liquidity securities portfolio

Review anticipated CIP expenditures and identify those that will be paid from operating cash vs bond proceeds
Create dedicated CIP securities portfolio as a separately managed account

Match CIP Portfolio maturities to anticipated project expenditures

Separately manage any project funds arising due to bond financings

Separately managed liquidity portfolio: complementary to balances held in LAIF

Construct a separately managed liquidity portfolio laddered along the |-year and under portion of the yield curve
Comprised primarily of commercial paper and other eligible securities

Target maturities to known expenditures and based upon seasonal cashflow patterns and constrained to a max WAM
Consider anticipated timing of Fed rate increases in maturity structure

Takes prudent advantage of yield curve slope between |-12 months

Close coordination to ensure liquidity remains sufficient

Public Trust Advisors 2022 ©
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Daily Cash Projection Model

Information from
Custody Bank

MMKT Fund Limit

$362.851.459.01

One Day Float
$1,301,753 57

$117.403,530.70
($274,852.96)
($5.654.31)
$117.123,023 43

Payroll

Payroll Taxes
Paymode
Retirement
Furchase MMKT
Furchase MMKT
Deferred Comp
Outgoing Wires
Cash Pro Debits
Debt Service
Total

Uses (debits)
$0.00
$0.00

(511,009,659.50)

$0.00
$0.00
$0.00
$0.00

(531,546,238.00)

(%3,287,985.20)
$0.00

(545,843,882.70)

8/20/2020
|Opening Balance $8.074,230.78 | CitiBank Wire Transfer Amount
$50,000,000.00
Sources: $117,123,023.43 $167, 144 98983 | ($99 956,395 50)
Maturity 912796XF1 $50,000,000.00 Investment Interest $21.966.40
Maturity $0.00 ($49,934,429.10)
Maturity $0.00
Maturity $0.00 Total Credits
Maturity $0.00 1 Day Float
Maturity $0.00 2+ Day Float
Maturity Bank $0.00 R Same Day Credits
Maturity Informaetiesr
Sources (credits)
Uses: ($45,843.882.70)]  ($145,800,27320) CP Issuance $0.00
Purchase 9127964D8 ($49 969 666 .50) Lockbox $0.00
Purchase 9127963A5 ($49.9686,729.00) Incoming Wires $0.00
Purchase $0.00 Retirement $0.00
Purchase $0.00 Sold MMKET 530,000,000.00
Purchase $0.00 Sold MMKT $0.00
Purchase $0.00 Bond Issue Proceeds 50.00
Purchase $0.00 Revenues $0.00
Purchase $0.00 Cash Pro Credits 587,123,023.43
Purchase $0.00 Other Incoming Funds $0.00
Purchase $0.00 Total $117,123,023.43
Purchase $0.00
Purchase $0.00
($30.000,000.00)
Bank Target Bal Diff |Cash Balance + 1 Day Floaf]
Cash Balance | $29 418 942 41 {5581,057.59) $30,720,695.98

Internal: City and County of San Francisco
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Cash Forecast Model

Friday, August 21, 2020 Payroll Taxes
Kaiser Health Premium
Saturday, August 22, 2020
Sunday, August 23, 2020
Monday, August 24, 2020 Maturity  313396D34
Tuesday, August 25, 2020 SFO Debt Service ACH
Maturity  9127963Q0
Purchase  912796A82

Cash Balance
ECA Target Balance

ADM - Real Estate Debt Svc COP Ser 2015R1 081120

Maturity  62479LHR9
Wednesday, August 26, 2020
Thursday, August 27, 2020 Maturity  912796XG9
Friday, August 26, 2020 Maturity  3130ABZE9
Saturday, August 29, 2020
Sunday, August 30, 2020
Monday, August 31, 2020 Payroll Transfer to US Bank
SFO Capital Expense

Pension Payment received Northern Trust

Pension
Tuesday, September 1, 2020 Maturity  9127963R8
Wednesday, September 2, 2020 Payroll Taxes
Maturity  06367BAC3
Thursday, September 3, 2020
Friday, September 4, 2020 Payroll Taxes
Kaiser Health Premium
Maturity  459058GAS
Saturday, September 5, 2020
Sunday, September 6, 2020
Monday, September 7, 2020
Tuesday, September 8, 2020 Maturity  91279463X5
Wednesday, September 9, 2020
Thursday, September 10, 2020 Maturity  912796TJ8
Friday, September 11, 2020

Internal: City and County of San Francisco

81202020 $29.418,942. 41 MMKT Fund Limit Money Market Balance Overnight Target

($30.000,000.00) $362,851.459 01 $1.831,605 414 64 $300,000,000.00
(§581,057 59)

| USES | SOURCES | DailyNetCashFlow ||  CashBalance | |CashBalance + MMKT Funds||  Spendable Cash |

(57,000,000.00) 50.00 7 (§44,000,000.00) (544 581,057 59) §1,767 114,357.05 $1.487 11435705
(§37.000,000.00) 50.00

50.00 50.00 50.00 (544 581,057.59) §1,767 114,357.05 $1,487 11435705

50.00 §0.00 50.00 (544 581,057 59) §1,767 114,357.05 $1.487 11435705

50.00 $25,000,000.00 $25,000,000.00 (319,581,057 59) §1,812,114,357.05 $1,512,114,357.05

(§50,000,000.00) 50.00 7 ($10,176,076.33) (529,759.133.92) $1,801,936,280.72 $1,501,036,280.72
50.00 §50,000,000.00
(§49.975 402 78) 50.00
(§5,202673.55) $0.00
50.00 $45,000,000.00

50.00 50.00 50.00 (529,759.133.92) §1,801,936,280.72 $1,501,036,280.72

50.00 $100,000,000.00 $100,000,000.00 §70,240,866.08 §1,001,936,280.72 $1601,036,280.72

50.00 $6,700,000.00 $6,700,000.00 $76,940,866.08 $1,008,636,280.72 $1,608,636,280.72

50.00 §0.00 $0.00 §76,940,866.08 $1,008,636,280.72 $1,608,636,280.72

50.00 §0.00 $0.00 §76,940,866.08 $1,908,636,280.72 $1,608,636,280.72

($86,000,000.00) $0.00 ($167 238,238 00) (890,297 371.92) $1,741,308,042.72 $1441398,042.72
(§81,238,238.00) 50.00
50.00 $102,000,000.00
($102,000,000.00) 50.00

50.00 $50,000,000.00 $50,000,000.00 (540,297 371.92) §1,791,398,042.72 $1491398,042.72

(§36,000,000.00) 50.00 7 $14,000,000.00 (526,297 371.92) §1,805,398,042.72 $1,505,398,042.72
50.00 $50,000,000.00

50.00 §0.00 $0.00 (526,297 371.92) $1,805,308,042.72 $1,505,398,042.72

(57,000,000.00) 50.00 7 $6,000,000.00 (520,297 371.92) §1,811,2398,042.72 $1,511,398,042.72
(§37,000,000.00) 50.00
$0.00 $50,000,000.00

50.00 50.00 50.00 (520,297 371.92) §1,811,398,042.72 $1,511,398,042.72

50.00 §0.00 50.00 (520,297 371.92) §1,811,2398,042.72 $1,511,398,042.72

50.00 50.00 $0.00 (520,297 371.92) §1,811,398,042.72 $1,511,398,042.72

50.00 $50,000,000.00 $50,000,000.00 §29,702,628.08 $1,861,308,042.72 $1,561,398,042.72

50.00 §0.00 $0.00 §29,702,628.08 §1,861,2398,042.72 $1,561,398,042.72

50.00 $100,000,000.00 $100,000,000.00 $129702,626.08 §1,961,398,042.72 $1,661,398,042.72

$0.00 $0.00 $0.00 $120702,628.08 $1,061,308,042.72 $1,661,398,042.72
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