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Terminology

* There are two types of investing Tribes may be considering:

Investing in the Investing in
financial market economic development

* Public investment securities * Private capital investments
« Stocks and bonds » Residential and commercial properties
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PFM Asset Management LLC (PFMAM)

PFMAM is an SEC-registered investment advisor with a history dating back more than 40 years.
The firm is dedicated to helping governments and institutions invest in fixed income, equity, and
alternative secuirities.

As of June 30, 2021, PFMAM had $170.3 billion in total assets, including $125.9 billion in
discretionary assets under management and $44.4 billion in non-discretionary assets under
advisement.
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What is Diversification?
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Purpose of Diversification

Safety Return
+ o

[e]

Mitigates risk and reduces volatility, Exposes portfolio to more
allowing more consistent performance investment opportunities for
under wide range economic conditions potentially enhanced returns
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Ways To Diversify

Strategy Asset Class Region Industry

§ o+ )+ by
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Getting Started

Consider:

» Source of funds — Are they restricted?
For example, are they BIA funds, ARPA
funds, grants, or gaming revenue?

» Use of funds — How soon will you
need them? For example, essential
services vs. scholarships.

* Your risk tolerance — How
comfortable are you with volatility?
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Expected Return

Long-Term Growth

Strategic Funds/Debt Service Resewew

Core Reserves - 50/50

N Investment Time Horizon

25/75
) - 100%
Operating Fixed
Reserves 00% Income
Fixed Domestic Large-Cap Equity [l
Income Domestic Mid/Small-Cap Equity Il
International Equity [l
Alternative Asset Classes
Fixed Income M
Proceeds from Debt Issuance
1Yr 3Yr SYr 10 Yr 15 Yr+
*For illustrative purposes.
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The Road to Diversification
\

Last exit to
prioritize liquidity

Bridge to
e ) Alternatives

Exit here to \/
focus on Keep going to
safety first seek greater

yield/return

How far are you comfortable going to
achieve your investment objectives?
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Ideal Options for Cash PRIMARY INVESTMENT OBJECTIVES:

and Operating Reserves

Bank Deposits Safety

Pooled Investments (Principal Preservation)

« Local government investment pool (LGIPs)

* Money market funds For pooled investments, there are
« Short-term fixed income mutual funds important differences between

Customized Fixed Income Portfolio structures including:

» Regulatory framework
* Investment objectives
* Investment strategy
 Fees
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Fixed Income Bonds

Shorter-Term Cash Needs Operating and Core Reserves

Treasury Bills

Agency Discount U.S. Federal Investment-Grade
Notes Treasuries Agencies Corporates

Commercial Paper

Certificates of Negotiable Asset-Backed Agency Mortgage-

Bankers’ Acceptances Deposit (CDs) CDs Securities Backed Securities
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Diversification Across Fixed Income

Index 2012 2013 2014 2015 2016 2017 2018 2019 2020 YTD

9.85% WWZYW 3.79% | 1.92% | 2.19% || 2.24% 6.33%

1-5 Year Agency VRV R VL 1.20% | 1.70% BEEGYACE 1.83% ESKXE0 0.30%

1-5 Year Corporate AAA-A SV 0.47% (VAR WV 1.46% | 1.79% 3.64% Wik

0-5 Year AAA US Fixed Rate ABS Index | 1.97% 1.30% 1.40% | AL 3.35%

0-5 Year MBS 1.63% NV I 1.30% [LATAZI VL) 3.80% | 3.22% | 8R0E7

1.38% 0.03% 0.93% 0.86% 1.16% 3.78% 3.03%

1-5 Year Municipal 0.95% 0.16% 0.82%

Source: Bloomberg. Annual returns of 1-5 Year ICE BofAML Indices unless specified otherwise. Returns as of 8/31/2021.
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Strategic Reserves for PRIMARY INVESTMENT OBJECTIVES:

Long-Term Growth
Growth of

Principal and Surplus

Broader Fixed Income

Maximize Risk-Adjusted

Equities

« Domestic (Small, Mid, Large Cap)
* International

Alternatives Manage Volatility
« Commodities
 Hedge Funds
 Private Equity
» Real Estate

Return
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Diversification Across the Capital
Markets

Index 2012 2013 2014 2015 2016 2017 2018 2019 2020 YTD
Broad Fixed Income 38.82% 21.31% 0.01% 19.96%
34.76% 13.80% 25.03% 30.54%

20.11%

13.22% 0.55%

Mid Cap 17.32%
Small Cap 17.28% 22.78% 5.97% -0.81% 18.52% -9.06% 25.53% 17.10% 15.82%
Int'l Equity 16.35% 4.89% -2.44% 14.65% | -11.01% | 22.01% 7.82% 11.58%

-4.41% 2.65% -13.79% 7.51%

1.00% 3.54%

-4.90%

Source: Bloomberg. Returns as of 8/31/2021.
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Diversification is

Cash TREASWBRES @ ——@ |
- Needs
Dynamlc FEDERAL AGENCIES | @ +—— L
Operating SUPRANATIONALS | «—@ ]
Reserves
_ _ MUNICIPALS | —e
« Continually analyze the value in :
- - e e
your investment choices Reserves SECHRITIZED
CORPORATES | @ ]
] ] o Strategic
* Maintain short-term flexibility Reserves us.eumes [ —— @ [N
(tactlcgl a!dj_ustments) within a long- won-usceumes [ —— o TN
term discipline (overall strategy) Igsiig- i
Growth ALTERNATIVES | -0
‘Current Outlook - ﬁgggg::xe Neutral gggrttlye -

Previous Outlook
*For illustrative purposes only.
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Resources

Association of
Public Treasurers

https://www.aptusc.org
/investment-policy-
certification
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Chartered Financial Analyst
(CFA) Institute

https://www.cfainstitute.orqg/-
/media/documents/article/position-
paper/investment-policy-statement-
individual-investors.ashx

California Debt and Investment
Advisory Commission

https://www.treasurer.ca.qgov/
cdiac/laig/quideline.pdf
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https://www.aptusc.org/investment-policy-certification
https://www.cfainstitute.org/-/media/documents/article/position-paper/investment-policy-statement-individual-investors.ashx
https://www.treasurer.ca.gov/cdiac/laig/guideline.pdf

Thank You!
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PFMAM 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.
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