Those persons wishing to speak on any item, whether or not it is included on the agenda, are requested to fill out and
submit to the Clerk of the Board a "Request to Speak" form. Thank you.

It is the intention of the Chino Valley Independent Fire District to comply with the Americans with Disabilities Act
(ADA) in all respects. If, as an attendee or a participant at this meeting, you will need special assistance beyond what is
normally provided, the Chino Valley Independent Fire District will attempt to accommodate you in every reasonable
manner. Please contact the Administration Office (909) 902-5260 at least forty-eight (48) hours prior to the meeting
to inform us of your particular needs and to determine if accommodation is feasible. Please advise us at that time if
you will need accommodations to attend or participate in meetings on a regular basis.

Any public record, relating to an open session agenda item, that is distributed within 72 hours prior to the meeting is
available for public inspection at the District's Administrative Headquarters, 14011 City Center Drive, Chino Hills,
CA91709.

CHINO VALLEY INDEPENDENT FIRE DISTRICT
Special Meeting - Standing Committee Meeting
Section 115 Trust Investment Committee

Administrative Headquarters
14011 City Center Drive
Chino Hills, CA 91709

Wednesday, August 17, 2022

10:00 AM

*TELECONFERENCE MEETING INFORMATION**
In accordance with AB 361 this meeting will be conducted remotely.

In order to participate in this meeting, please follow the following instructions.
Current Meeting GoToWebinarURL:
https://attendee.gotowebinar.com/register/8688764798606864

Please be aware that when you join the meeting real-time, your screen name will
appear on the GoToWebinar screen.

For ADA accommodations, please contact the Clerk of the Board at (909) 315-8805 or
by email at clerk@chofire.org 48 hours prior to the meeting.

REAL-TIME AND RECORDED PUBLIC VIEWING OF COMMITTEE
MEETINGS

The Committee will use the platform GoToWebinar to hold Committee Meetings.
Register using the GoToWebinar URL listed on the Committee meeting agenda.

Upon entering the meeting, you will be in listen-only mode and muted until called on.
For telephone real-time listen-only mode, registration is not required. Please follow the
instructions below:

Section 115 Trust Investment Commillee - August 17, 2022 Meecting ~ Page 1 of 107



1. Call: 1 (877) 568-4108
2. Enter attendee number: 318-657-008
3. Select the # key: 356-846-635

PUBLIC COMMENTS

The public will have the option to either submit a public comment by email to be read
into the record by the Clerk of the Board at the requested time during the Committee
Meeting, or participate real-time at the appropriate requested time during the meeting
by registering for the meeting and selecting the “raise hand” feature and the
appropriate time.

PUBLIC COMMENT - To be read by the Clerk of the Board during Committee
Meeting:

* Email your comments to clerk@chofire.org

* Email subject line should read: “Public Comment — Read by Clerk of the Board.”
List date of meeting. The body of the email should include the public comment exactly
as it should be read by the Clerk of the Board during the meeting. Specify if the
comment is on a topic not on the agenda. If the topic is not on the agenda, please
provide a topic description. If the comment is on a specific item on the agenda, please
clearly describe the location of the item on the agenda such as New Business and state
the number of the agenda item.

- Comments read by the Clerk of the Board must be limited to 300 words.

* Submit emails 1 hour prior to the start time of the Committee Meeting.

- Please note that your name will be read into the record.

PUBLIC COMMENT - Real-time public participation during Committee Meeting:

If you wish to provide a real-time public comment, please register at GoToWebinar
URL:

https://attendee.gotowebinar.com/register/8688764798606864

When registering for a real-time public comment, specify if the comment is on a topic
not on the agenda. If the topic is not on the agenda, provide a topic description. If the
comment is on a specific item on the agenda, clearly describe the location of the item on
the agenda such as New Business and state the number of the agenda item. You may
also use the “raise hand” feature at the appropriate time and you will be called upon
and unmuted.

* Log on to GoToWebinar with the URL link provided on the Committee agenda 15
minutes prior to the start of the meeting. Upon entering the meeting you will be muted.
* Registered attendees will be unmuted at the time of the public comment.

+ Attendees may also need to “unmute” their own devices to be heard.
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* When your name is called, begin the public comments by stating your name and
address

(optional) for the record.

- Comments must be limited to 5 minutes.

AGENDA
ROLL CALL
FLA E
PUBLIC INICATIONS

This is the time and place for the general public to address the Committee about subjects that
do not appear elsewhere on the agenda. The public may address items on the agenda at the
time addressed by the Committee.

Due to Committee policy and Brown Act requirements, action may not be taken on any issue
not on the agenda. When you address the Committee, please state your name and address
(optional) prior to making your remarks. Please limit your comments to 5 minutes.

MINUTES

1. inutes - May | )2 cetin

OLD BUSINESS - None

NEW BUSINESS

2. ) B ] - 2
Purpose is to review the 2nd Quarter Investment Report.

3. DISCUSSION OF FISCAL YEAR END TRUST REPORTING AND AUDIT
REQUIREMENTS

Purpose is for the Committee to discuss the timing for the June 30, 2022 fiscal year end
audit of the 115 Retirement Trust, as well as for delivery of the annual report to the
District's Board of Directors.

4. CHINO VALLEY FIRE DISTRICT SECTION 115 TRUST ANNUAL REPORT

Purpose is to review and discuss the Draft 2021-22 Annual Report for the Section 115
Trust.

5. REVIEW OF INVESTMENT POLICY STATEMENT
Purpose is to conduct a review of the Chino Valley Fire District 115 Trust Investment
Policy.
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Policy.

ADJOURNMEN I

The meeting will be adjourned to a Regular Meeting of the Section 115 Trust Investment
Committee to be held on Wednesday, November 16, 2022 at 10:00 a.m. at the District
Headquarters Office located at 14011 City Center Drive, Chino Hills, CA, 91709.

I, Sandra Escudero, Acting Clerk of the Board, on behalf of the Board of Directors, do
hereby certify that a copy of this agenda has been posted by 6:00 p.m., on Friday, August 12,
2022.

\J (qu {1_;&14’_ el o b

"Sandra Escudero, Acting Clerk of the Board




MINUTES 1.
CHINO VALLEY INDEPENDENT FIRE DISTRICT
NO STAFF REPORT

Minutes - May 18, 2022 Meecting
ATTACHMENTS:

Minutes - May 18, 2022 Mccting
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CHINO VALLEY INDEPENDENT FIRE DISTRICT
Special Meeting - Standing Committee Meeting
Section 115 Trust Investment

Administrative Headquarters Wednesday, May 18, 2022
14011 City Center Drive 10:00 a.m. Committee Meeting
Chino Hills, CA 91709

MINUTES

ROLL CALL

Finance Director Steve Heide, Committee Vice Chair

Interim Human Resource Director Andrew Tse, Committee Secretary
Firefighter/ Paramedic Jason Farnsworth, Committee Member
Incoming Finance Director Mark Shaker

Director Ellen Clark, PFM Asset Management LLC

Committee Clerk, Ariana Cisneros

FLAG SALUTE

Committee Vice Chair Steve Heide

CHANGES TO THE AGENDA

No changes to the agenda.

PUBLIC COMMUNICATIONS

None.
MINUTES

Minutes — February 23, 2022 Meeting

Committee Vice Chair Heide requested any public comment on this agenda item.
There was no public comment.

Committee Vice Chair Heide requested any Committee comment on this agenda item.
There was no Committee comment.

Moved by Committee Member Farnsworth seconded by Committee Secretary Tse, carried
by a 3-2 voice vote to approve this item as presented.

AYES: BOARD MEMBERS: Heide, Tse and Farnsworth.
NOES: BOARD MEMBERS: None.
ABSTAIN: BOARD MEMBERS: None.
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Section 115 Trust Committee Meeting
Wednesday, May 18, 2022
Page 2 of 2
ABSENT: BOARD MEMBERS: Williams and Robexrts.

OLD BUSINESS

None.

NEW BUSINESS

CAPITAL MARKETS UPDATE — 1ST QUARTER 2022

Purpose is to review and discuss the Capital Markets Update and 1% Quarter 2022 Review.

Committee Vice Chair Heide reported that representative Ellen Clark from PFM was in attendance
to present an overview of the reports and answer questions.

Committee Vice Chair Heide requested public comment on this agenda item.

There was no public comment.

Committee Vice Chair Heide requested any comment from the Committee on this agenda item.
There was no comment from the Committee.

Moved by Commiittee Secretary Tse, seconded by Committee Member Farnsworth, carried
by a 3-2 voice vote to approve this item as presented.

AYES: BOARD MEMBERS: Heide, Tse and Farnsworth.
NOES: BOARD MEMBERS: None.

ABSTAIN: BOARD MEMBERS: None.

ABSENT: BOARD MEMBERS: Williams and Roberts.

ADJOURNMENT

Committee Chair Williams adjourned the meeting at 10:37 a.m. to the next Regular Section 115
Meeting scheduled for Wednesday, August 17, 2022, at 10:00 a.m. at the District Headquarters
Office located at 14011 City Center Drive, Chino Hills, CA 91709.

APPROVED AND ADOPTED THIS 17" DAY OF AUGUST 2022.

Andy Tse, Committee Secretary Mark Shaker, Committee Vice Chair
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NEW BUSINESS 2.

CHINO VALLEY INDEPENDENT FIRE DISTRICT
STAFF REPORT

DATE: AUGUST 17, 2022
TO: SECTION 115 TRUST INVESTMENT COMMITTEE
FROM: DAVE WILLIAMS, FIRE CHIEF

SUBJECT: CAPITAL MARKETS UPDATE - 2ND QUARTER 2022

PURPOSE:

Purpose is to review the 2nd Quarter Investment Report.

DI SSION:

A representative from PFM, the 115 Trust's investment advisor, shall review the 2nd Quarter
investment report with the Committee.

RECOMMEND

It i1s recommended that the Committee receive and file this report.

ATTACHMENTS:
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pfmYasset Multi-Asset Class Portfolio Update
management June 29, 2022

SUMMARY

e PFMAM’s Multi-Asset Class Investment Committee (the “Committee”) voted to
increase commodities exposure while continuing to be defensive by maintaining a
cash allocation.

+ Within domestic equities, the Committee voted to slightly increase exposure to
small and mid-caps, given their attractive valuations and their strong relative
earnings expectations.

« Within international equities, the Committee voted to reduce exposure to certain
active managers.

¢ Within fixed income, the Committee voted to opportunistically add to mortgage-
backed securities to take advantage of the wider spreads to Treasuries.

ASSESSMENT

The war between Russia and Ukraine has had a cascading impact on supply chains globally,
especially within the commodity complex. The sanctions against Russia have impacted the
global crude oil supply at a time of increased fuel demand resulting from post-covid reopening.
At the same time, Europe’s heavy reliance on Russia for its natural gas needs has
exacerbated the price of natural gas due to the supply going offline. The threat of further
sanctions against Russia remains, leading the Committee to believe that the upward pressure
on energy prices will persist. Industrial metals’ supply has also been impacted by the war,
while agricultural commodities have been impacted by disruption to grain and fertilizer
supplies. With the risk of a recession increasing, the concern around sustained high demand
has impacted the prices recently but the Committee still considers commodities to be
attractively priced, especially at a time when the futures curve is in backwardation, adding to
portfolio yield. As a result, the Committee voted to further increase the commodities allocation
by reducing the tactical cash allocation.

Recent inflation readings in the U.S. have remained elevated so far this year. The earnings
expectations for Q2 2022 have been impacted by negative guidance being provided by
companies due to increased input costs and higher inflation but the expectations for the full
year ahead still look attractive. Small cap and mid cap equities, as measured by S&P
SmallCap 600 Index and S&P MidCap 400 Index, are seeing better earnings growth and
cheaper valuations compared to large caps, as measured by S&P 500 Index, while also
providing lower exposure to non-U.S. revenues and a strong U.S. dollar. As a result, the
Committee voted to slightly increase exposure to small and mid-caps within domestic equity.

The U.S. Federal Reserve (“Fed”) has stated its hawkish stance and the need to raise rates
further to bring down inflation to the 2% target. The latest hike of 75 basis points and the
possibility of a similar hike at the next meeting have led market participants to be concerned
about an imminent recession. Equity markets have seen increased volatility while credit
spreads widened across fixed income markets. This volatility has provided an opportunity
within mortgage-backed securities (MBS) with spreads currently at levels higher than they
were during the 2020 recession. The Committee believes that the current spread levels look
very attractive, especially since mortgage-backed securities are of higher credit quality than
investment grade and high yield corporate bonds; as a result, this MBS allocation will act as a
hedge against the credit risk in the portfolio during periods of increased stress.
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pfmY asset Multi-Asset Class Portfolio Update
management June 29, 2022

PORTFOLIO IMPLICATIONS

Following these changes, multi-asset class client portfolios will continue to be underweight
equity and fixed income. The Committee finds it prudent to retain the defensive stance at this
time given the continued uncertainty and elevated risks to the downside. Amidst this
backdrop, the Committee continues to be focused on opportunistically allocating capital to
attractive opportunities.

The Committee continues to monitor data for signs of an economic slowdown or peak inflation
and will make changes to client portfolios based on economic fundamentals and market
outlook.

We appreciate your continued confidence in PFMAM. Should you have any specific questions
or wish to discuss this topic in more detail, please contact your client manager directly.

The information contained in this report is not an offer to purchase or sell any securities. This is for general information purposes
only and is not intended to provide specific investment advice or a specific recommendation. PFM Asset Management LLC
("PFMAM") is an investment adviser registered with the U.S. Securities and Exchange Commission and a subsidiary of U.S.
Bancorp Asset Management, Inc. ("USBAM"). USBAM is a subsidiary of U.S. Bank National Association ("U.S. Bank"). U.S. Bank
is a separate entity and subsidiary of U.S. Bancorp. U.S. Bank is not responsible for and does not guarantee the products, services
or performance of PFMAM.
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pfmYasset Multi-Asset Class Portfolio Update
management May 18, 2022

SUMMARY

« PFMAM’s Multi-Asset Class Investment Committee (the “Committee”) has voted to
continue de-risking client portfolios due to ongoing uncertainty and increased
market volatility.

e Amidst higher inflation and rising interest rates, the recent drawdowns in the
equity and fixed income markets have led the Committee to further reduce equity
and fixed income and move the assets to cash.

ASSESSMENT

On February 24t 2022, Russia’s invasion of Ukraine marked a significant disruption to
commodity supply chains and an upward shift in inflation expectations globally. This came at a
time of already high inflation readings in the U.S. on the back of COVID restrictions-led
shortages coupled with increased pent-up demand. At its February meeting, the Committee
modestly reduced portfolio risk given the higher uncertainty. At that time, the Committee
believed that the impact would be modest and short lived since, outside of the commodity
sectors, both Russia and Ukraine are relatively small economies and unlikely to trigger a
global recession. Since our February de-risking, investor sentiment has continued to
deteriorate. Poor investor and consumer sentiment is leading to higher volatility and
downward price pressure across all major asset classes, outside of commodities. In addition,
with the Federal Reserve being behind the curve in raising interest rates to manage inflation,
the risk of an overly aggressive Fed leading to a recession has increased. As a result, the
Committee deemed it prudent to further reduce portfolio risk.

Inflation readings in the U.S. have remained high so far this year. For the month of April, CPI
(Consumer Price Index) and core CPI (CPI ex food and energy) increased 8.3% (YoY) and
6.2% (YoY), respectively. The recent COVID related lockdowns in China have reaggravated
the stabilizing supply chains, continuing supply disruptions. The Committee expects the China
disruptions to be short-term and that we are nearing peak-inflation in the U.S. due to higher
base effect and stabilizing wage growth — average hourly earnings for all employees on
private nonfarm payrolls increased by 0.3% during April, lower than the 0.5% increase in
March.

Economic fundamentals in the U.S. remain positive with the unemployment rate at 3.6%, ISM
manufacturing PM! (Purchasing Manager's Index) at 55.4 (a reading over 50 refers to
expansion) and ISM services PMI at 57.1. According to FactSet earnings insight, expected
2022 earnings growth for S&P 500 Index is currently at 10.1%. All the indicators point to a
slowdown in economic activity compared to 2021 but the Committee does not view the
economy as entering a phase of contraction.

While the Fed has reacted to the rising inflation, the concern the Fed is behind the curve in
tamping down inflation and that the U.S. economy is heading into a recession has weighed
heavily on the market performance recently. As of 5/13/2022, equity markets have sold off
with the S&P 500 and MSCI ACWI ex USA indices down 15.13% and 15.71%, respectively,
since the beginning of the year. The rise in the 10-year Treasury yield from 1.52% to 2.93%
has led to -9.71% return for the Bloomberg Aggregate Bond index. During this time, credit
spreads widened slightly across investment grade (Bloomberg US Corporate Bond Index
spread rose from 92 basis points over 10-year Treasury to 141 basis points) and high yield
markets (Bloomberg US Corporate High Yield Index spread rose from 283 basis points over
10 Year Treasury to 452 basis points).
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pfmYasset Multi-Asset Class Portfolio Update
management May 18, 2022

In addition to de-risking in February, the Committee has now voted to further reduce risk
across equity and fixed income due to continued uncertainty and market sell-off. While the
economic fundamentals remain positive, the Committee views that we are nearing a bear
market (down 20%) in domestic equities and could remain in a prolonged period of increased
volatility until there is greater clarity on the effectiveness of monetary policy on reigning in
inflation. Risks are elevated and any surprise to the downside can lead to a further sell-off in
the markets. Some of the risks impacting global growth are rising inflation within Europe
creating a slowdown due to higher commodity prices and disruption to energy supply,
production headwinds in China due to zero COVID policy, rising food inflation globally and
continued shock to supply chains.

As a part of de-risking, the Committee voted to reduce exposure to domestic and international
equities leading to a further underweight to equities. For clients with a dedicated allocation to
international small cap, the Committee voted to remove the allocation to help reduce the risk
exposure of the asset class. For fixed income, the allocation was reduced further to increase the
underweight vs. policy target and for those clients with a dedicated allocation to emerging market
debt, it was removed. Each of the moves seek to reduce the overall risk profile of multi-asset
class portfolios. The proceeds from the reduction to equity and fixed income will be allocated to
cash to provide downside protection.

PORTFOLIO IMPLICATIONS

The Committee discussed the implications of the Fed’s monetary policy stance considering
the higher inflation readings, Russia-Ukraine War disruptions, ongoing supply chain issues,
and China’s COVID shutdowns and believes that the risks to the downside are elevated. As a
result, the Committee voted to reduce risk in client portfolios by reducing exposure to risk
assets across multi-asset portfolios. This risk reduction will result in lower exposure to equities
and fixed income, in general, and removal of international small cap equities and emerging
market debt for clients with a dedicated allocation. The shift in allocation from risk assets to
cash reflects the Committee’s view to be defensive in an increasingly volatile and uncertain
market environment.

We appreciate your continued confidence in PFMAM. Should you have any specific questions
or wish to discuss this topic in more detail, please contact your client manager directly.

The information contained in this report is not an offer to purchase or sell any securities. This is for general information purposes
only and is not intended to provide specific investment advice or a specific recommendation. PFM Asset Management LLC
("PFMAM") is an investment adviser registered with the U.S, Securities and Exchange Commission and a subsidiary of U.S.
Bancorp Asset Management, Inc. ("USBAM"). USBAM is a subsidiary of U.S, Bank National Association ("U.S. Bank"). U.S, Bank
is a separate entity and subsidiary of U.S. Bancorp. U.S. Bank is not responsible for and does not guarantee the products, services
or performance of PFMAM.
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NEW BUSINESS 3.

CHINO VALLEY INDEPENDENT FIRE DISTRICT
STAFF REPORT

DATE: AUGUST 17, 2022
TO: SECTION 115 TRUST INVESTMENT COMMITTEE
FROM: DAVE WILLIAMS, FIRE CHIEF

SUBJECT: DISCUSSION OF FISCAL YEAR END TRUST REPORTING AND AUDIT
REQUIREMENTS

PURPOSE:

Purpose 1s for the Committee to discuss the timing for the June 30, 2022 fiscal year end audit of the
115 Retirement Trust, as well as for delivery of the annual report to the District's Board of Directors.

DI TION:

The 115 Retirement Trust bylaws require that an annual report of the Trust be made within 90 days of
fiscal year end to the District's Board of Directors. The bylaws also require that an annual independent
audit of the Trust be conducted. The Trust's fiscal year end is June 30.

The annual audit for the 115 Retirement Trust will be incorporated into the District's annual audit. The

fieldwork portion of the audit will be completed in early October, and it is anticipated that the final
audit report will be released in either November or December.

RECOMMENDATION:

It 1s recommended that the 115 Trust Committee review and discuss the timing for the June 30, 2022
fiscal year end audit of the 115 Retirement Trust, as well as for the required annual report to the
District's Board of Directors.
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NEW BUSINESS 4.

CHINO VALLEY INDEPENDENT FIRE DISTRICT
STAFF REPORT

DATE: AUGUST 17, 2022
TO: SECTION 115 TRUST INVESTMENT COMMITTEE
FROM: DAVE WILLIAMS, FIRE CHIEF

SUBJECT: CHINO VALLEY FIRE DISTRICT SECTION 115 TRUST ANNUAL
REPORT

PURPOSE:

Purpose is to review and discuss the Draft 2021-22 Annual Report for the Section 115 Trust.

DI 1

115 Trust Annual Report

The 115 Trust bylaws require that an annual report of the Trust be presented to the District’s Board of
Directors within 90 days of fiscal year-end. The Trust’s fiscal year end coincides with that of the
District at June 30. A total of $5 million was invested in the 115 Trust at the end of April 2017.
Additional deposits totaling $1,417,137, including $867,137 last fiscal year, have been contributed to
the Trust since the initial deposit.

PFM is the Trust Administrator and also serves as the investment advisor. The five-member 115 Trust
Investment Committee, comprised of District management and staff, meets quarterly to review Trust
performance and discuss Trust management with PFM.

Based on a target mix of 60% equities and 40% bonds, and an assumed annual rate of return on
investment of 5.5%, the Trust account balance at June 30, 2022 amounted to about $7.8 million,
compared to about $8.1 million at June 30, 2021.

As indicated on page 8 of the attached Annual Report, the annual rate of return for FY22 was -13.7%,
compared to a policy benchmark of -13.6%. Since inception through June 30 2022, as indicated on
page 8, the annualized rate of return amounted to 5.1%, versus a benchmark of 4.6%.

The attached draft annual report will be reviewed with the Finance Committee and a representative
from PFM will be in attendance at the September Board Meeting to present to the full Board.
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RECOMMENDATION:

It is recommended that the Finance Committee review and discuss the Draft Annual Report for the
Chino Valley Fire District Section 115 Trust and provide direction to staff.

ATTACHMENTS:

Dralt FY21-22 Annual Report
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NEW BUSINESS 5.

CHINO VALLEY INDEPENDENT FIRE DISTRICT
STAFF REPORT

DATE: AUGUST 17, 2022
TO: SECTION 115 TRUST INVESTMENT COMMITTEE
FROM: DAVE WILLIAMS, FIRE CHIEF

SUBJECT: REVIEW OF INVESTMENT POLICY STATEMENT

PURPOSE:

Purpose is to conduct a review of the Chino Valley Fire District 115 Trust Investment Policy.

DI |

The current Investment Policy is attached. The policy was last amended in August 2021. The policy
was reviewed for changes in August 2022. No changes are proposed to the Investment Policy
Statement at this time.

RECOMMEN

It is recommended that the 115 Trust Committee review Investment Policy.
ATTACHMENTS:

Section 115 Trust Investment Policy
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INVESTMENT POLICY STATEMENT
FOR

CHINO VALLEY FIRE DISTRICT SECTION 115 TRUST

Adopted March 29, 2017
Amended November 13, 2019

Revised August 30, 2021
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The Chino Valley Firc District (the “District”) has established the Chino Valley Fire District Section
115 Trust (the “Trust”). This Trust is intended to provide funding of District retircment benefits provided
by California Public imployees Retirement System (“CalPERS”) for those eligible employees who meet
the specified age and service requirements. The Chino Valley Firve District Section 115 Trust Investment
Committce hereby adopts this Investment Policy Statement (“Policy Statement”) for the following
purposes.

Purpose

The main investment objective of the Trust is to achieve long-term growth of Trust assets by maximizing
long-term rate of return on investments and minimizing risk of loss to fulfill the District’s stated

objectives for the Trust.
The purpose of this Policy Statement is to achieve the following:

1. Document investment objectives, performance expectations and investment guidelines for
Trust assets.

2. Establish an appropriate investment strategy for managing all Trust assets, including an
investment time horizon, risk tolerance ranges and asset allocation to provide sulficient
diversification and overall return over the long-term time horizon of the Trust.

3. Establish investment guidelines to control overall risk and liquidity.

4. Establish periodic performance reporting requirements to monitor investment results and
confirm that the investment policy is being followed.

5. Comply with fiduciary, prudence, due diligence and legal requirements for Trust assets.

Investment Authority

The District’s Board of Directors has established the Chino Vallcy Fire District Section 115 Trust
Tnvestment Committee (the “Committec”) to oversee certain policies and procedures related to the
operation and administration of the Trust. The Committee will have authority to implement the
investment policy and guidelines in the best interest of the Trust to best satisfy the purposes of the Trust.
In implementing this Policy Statement, the Committee believes it may delegate certain functions to:

1. An investment advisor (“Advisor”) to assist the Committee in the investment process and to
maintain compliance with this Policy Statement. The Advisor may assist the Committee in
establishing investment policy objectives and guidelines and may also select investments
with discretion to purchase, sell, or hold specific securities that will be used to meet the

Section 115 Trust Investment Committee - August 17, 2022 Meeting - Page 99 of 107



Fund’s investment objectives. The Advisor will: a) adjust asset allocation for the Fund subject
to the guidelines and limitations set forth in this Policy Statement; b) select investment
managers (“Managers”) and strategies consistent with its role as a fiduciary; ¢) monitor and
review Managers and measure and evaluate their performance against their peers based upon
the performance of the total funds under their direct management; and d) execute other tasks
as deemed appropriate in its role as Advisor for Fund assets. The investment vehicles allowed
may include mutual funds, commingled trusts, separate accounts, limited partnerships and
other investment vehicles deemed to be appropriate by the Advisor. The Advisor shall never
take possession of securities, cash or other assets of the Fund, all of which shall be held by
the custodian. The Advisor must be registered with the Securities and Exchange
Commission.

2. A custodian selected by the Trust to maintain possession of physical securities and records
of street name securities owned by the Trust, collect dividend and interest payments, redeem
maturing securities, and effect receipt and delivery following purchases and sales. The
custodian may also perform regular accounting of all assets owned, purchased, or sold, as
well as movement of assets into and out of the Trust.

3. A trustee appointed by the Trust, such as a bank trust department, if the Trust does not have
its own Trustecs, to assume fiduciary responsibility for the administration of Trust assets;
provided, however, that if the Committee shall have appointed an investment advisor, then
any trustee appointed under this paragraph shall have no authority with respect to selection
of investments.

4. Specialists such as attorneys, auditors, actuaries and, retirement plan consultants to assist the
Committee in meeting its responsibilities and obligations to administer Trust assets

prudently.

Statement of Investment Objectives

The investment objectives of the Trust are as follows:

1. To invest assets of the Trust in a manner consistent with the following fiduciary standards:
(a) all transactions undertaken must be for the solc interest of Trust beneficiaries, and (b)
assets are to be diversified in order to minimize the impact of large losses from individual
investments.

2. To provide for funding and anticipated withdrawals on a continuing basis for payment of
benefits and reasonable expenses of operation of the Trust.

3. To enhance the value of Trust assets in real terms over the long-term through asset
appreciation and income generation, while maintaining a reasonable investrment risk profile.

4. Subjcct to performance cxpectations over the long-term, to minimize principal fluctuations
over the Time Horizon (as defined below).
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5. To achieve a long-term level of return commensurate with contemporary economic
conditions and equal to or exceeding the investment objective sct forth in this Policy
Statement under the section labeled “Performance Expectations™.

Investment Guidelines

Within this section of the Policy Statement, sevcral terms will be used to articulate various investment
concepts. The descriptions are meant to be general and may share investments otherwise considered to

be in the same asset class. They are:

"Growth Assets” - a collection of investments and/or asset classes whose primary risk and return
characteristics are focused on capital appreciation. Investments within the Growth Assets category can
include income and risk mitigating characteristics, so long as the predominant investment risk and
return characteristic is capital appreciation. Examplcs of such investments or asset classes are:
domestic and international cquities or equity funds, private or leveraged equity, certain real estate
investments, and hedge funds focused on equity risk mitigation or equity-like returns.

"Income Assets” - a collection of investments and/or asset classes whose primary risk and return
characteristics are focused on income generation. Investments within the Income Assets category can
include capital appreciation and risk mitigating characteristics, so long as the primary investment risk
and return characteristic is income generation. Examples of such investments or asset classcs are:
fixed income securitics, guaranteed investment contracts, certain real estate investments, and hedge
funds focused on interest rate risk mitigation or income investment-like returns.

"Real Return Assets” - a collection of investments and/or asset classes whose primary risk and return
characteristics are focused on real returns after inflation. Investments within the Real Return category
can include inflation protected securities, commodities, certain real estate investments and hedge

funds.

Time Horizon
The Trust’s investment objectives are based on a long-term investment horizon (“T'ime Horizon”) of live
years or longer. Interim {luctuations should be viewed with appropriate perspective. The Committee has
adopted a long-term investment horizon such that the risks and duration of investment losses are

carefully weighed against the long-term potential for appreciation of assets.

Liguidity and Diversification

In general, the Trust may hold some cash, cash equivalent, and/or money market funds for near-term
Trust bene(its and expenses (the “Trust Distributions™). Remaining assets will be invested in longer-term
investments and shall be diversified with the intent to minimize the risk of long-term investment losses.
Consequently, the total portfolio will be constructed and maintained to provide diversification with
regard to the concentration of holdings in individual issues, issuers, countries, governments or industries.
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Asset Allocation

The Commitiee believes that to achieve the greatest likelihood of meeting the Trust’s investment
objectives and the best balance between risk and return for optimal diversification, assets will be invested
in accordance with the targets for each asset class as follows to achicve an average total annual rate of
return that is equal to or greater than the Trust’s target rate of return over the long-term, as described in
the section titled “Performance Expectations”.

Assct Weightings

Asset Classes Range Target
Growth Assets
Domestic Equity 19% - 59% 39%
International Equity 1% - 41% 21%
Other 0% - 20% 0%
Income Assets
Fixcd Income 20% - 60% 40%
Other 0% - 20% 0%
Real Return Assets 0% -20% 0%
Cash Equivalents 0% - 20% 0%

The Advisor and each Manager will be evaluated against their peers on the performance of the total
funds under their direct management.

Rebalancing Philosophy

The asset allocation range established by this Policy Statement represents a long-term perspective. As
such, rapid unanticipated market shifts or changes in economic conditions may cause the asset mix to
fall outside Policy Statement ranges. When allocations breach the specified ranges, the Advisor will
rebalance the assets within the specified ranges. The Advisor may also rebalance based on market

conditions.
Risk Tolerance

Subject to investment objectives and performance expectations, the Trust will be managed in a style that
seeks to minimize principal fluctuations over the established Time Horizon.

Performance Expectations

Over the long-term, five years or longer, the performance objective for the Trust will be to achieve an
average total annual rate of return that is equal to or greater than the Trust’s stated total return objective.

4
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Additionally, it is expected that the annual rate of return on Trust assets will be commensurate with the
then prevailing investment environment. Measurement of this return expectation will be judged by
reviewing returns in the context of industry standard benchmarks, peer universe comparisons for
individual Trust investments and blended benchmark comparisons for the Trust in its entirety.

Selection of Investment Managers

The Advisor shall prudently select appropriate Managets to invest the assets of the Trust. Managets
must meet the following criteria:

The Manager must provide historical quarterly performance data compliant with Global Investment
11

Performance Standards (GIPS™), Sccurities & Exchange Commission (“SEC™), Financial Industry
Regulatory Agency (“FINRA”) or industry recognized standards, as appropriate.

— The Manager must provide detailed information on the history of the firm, key personnel, support
personnel, key clients, and fee schedule ( including most-favored-nation clauses). This information
can be a copy of a recent Request for Proposal (“RIFP”) completed by the Manager or regulatory
disclosure.

— The Manager must clearly articulatc the investment strategy that will be followed and document that
the strategy has been successfully adhered to over time.

— The investment professionals making the investment decisions must have a minimum of three (3)
years of experience managing similar strategies cither at their current firm or at previous firms.

— Where other than common funds such as mutual {funds or commingled trusts are utilized, the Manager
must confirm receipt, understanding and adherence to this Policy Statement and any investment
specific policies by signing a consent form provided to the Manager prior to investment of Trust
assets.

Guidelines for Portfolio Holdings

Direct Investments by Advisor

Every effort shall be made, to the cxtent practical, prudent and appropriate, to select investments that
have investment objectives and policies that are consistent with this Policy Statement (as outlined in the
following sub-sections of the “Guidelines for Portfolio Holdings™). However, given the nature of the
investments, it is recognized that there may be deviations between this Policy Statement and the
objectives of these investments.
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Limitations on Managers® Portfolios

EQUITIES

No more than the greater of 5% or weighting in the relevant index (Russell 3000 Index for U.S. issues
and MSCI ACWI ex-U.S. for non-U.S. issues) of the total equity portfolio valued at market may be
invested in the common equity of any one corporation; ownership of the shares of one company shall
not exceed 5% of those outstanding; and not more than 40% of equity valued at market may be held in
any one sector, as defined by the Global Industry Classification Standard (GICS).

Domestic Equities. Other than the above constraints, there are no quantitative guidelines as to issues,
industry or individual security diversification. However, prudent diversification standards should be
developed and maintained by the Manager.

International Equities. The overall non-U.S. equity allocation should include a diverse global mix that
is comprised of the equity of companies from multiple countries, regions and sectors.

FIXED INCOME

Fixed income securities ol any one issuer shall not exceed 5% of the total bond portfolio at time of
purchase. The 5% limitation does not apply to issues of the U.S. Treasury or other Federal Agencies.
The overall rating of the fixed income assets as calculated by the Advisor shall be investment grade,
based on the rating of one Nationally Recognized Statistical Rating Organization (“NRSRO”).

OTHER ASSETS (ALTERNATIVES)

Alternatives may consist of non-traditional assct classes such as private equity, real estate and
commodities, when deemed appropriate. The total allocation to this category may not exceed 20% of
the overall portfolio. Prior to adding an allocation to any of the following asset classes, with the
exception of publicly-traded mutual fund vehicles, the Advisor shall receive approval from the District.

Private Equity: Private equity is less liquid than publicly traded equity securities and can provide returns
that are greater than what is available in publicly traded markets. The private equity portfolio may
include investments in a variety of commingled/partnership and direct investment vehicles including,
but not limited to, venture capital, buyout, turnaround, mezzanine, distressed security, and special
situation funds. The private equity portfolio is recognized to be long-term in nature and highly illiquid.
Due to their higher risk, privale equily investments are expected to provide higher returns than publicly
traded equity securities. For purposes of asset allocation targets and limitations, these funds will be
categorized as “Other” under the Growth Assets category.

Private Debi: Private debt is less liquid than publicly traded debt and can provide returns that are greater

than what is available in publicly traded markets. The private debt portfolio may include investments in
a varicty of commingled/partnership and direct investment vehicles including, but not limited to, direct

6
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lending, distressed debt, multi-asset credit, structured credit, mezzanine debt, real estate debt, and special
situations. Due to their higher risk, private debt investments are expected to provide higher long-term
returns than publicly traded debt securities. For purposcs of asset allocation targets and limitations, these
funds will be categorized as “Other” under the Income Assets category.

Real Assets: Real assets are typically physical assets that have intrinsic worth due to their substance and
properties. Real assets are primarily used for their lower correlation to traditional assets (i.e. stocks and
bonds) and their inflation hedging properties. Categories of real asset investments include, but are not
limited to, real estate, infrastructure, land, farmland, timberland, precious metals, and commoditics. Real
assets include securities and assets with varying levels of liquidity. Private real assets are illiquid and
long-term in nature, whereas public real assets are publicly traded and more liquid. The benefit of lower
correlation investments is that, when implemented correctly, these investments can potentially improve
a portfolio’s expected risk-adjusted return over the long-term. The real assets category can be extended
(o include other forms of assets that offer similar inflation hedging properties such as pooled vehicles
holding: commodities contracts, Treasury Inflation Protected Securities (“TIPS™), index-linked
derivative contracts, certain forms of intellectual property, and the equity of companies in businesses
thought to hedge inflation. For purposes of asset allocation targets and limitations, real assets may be
categorized as “Other” under either the Growth Assets or [ncome Assets category or in the Real Return
Assets category, depending on the nature and risk/return profile of the investment

CASH EQUIVALENTS

Cash equivalents shall be held in funds complying with Rule 2(a)-7 of the Investment Company Act of
1940.

Portfolio Risk Hedging
Portfolio investments designed to hedge various risks including volatility risk, interest rate risk, etc. are
allowed to the extent that the investments are not used for the sole purpose of leveraging Trust assets.

One example of a hedge vehicle is an exchange traded fund (“ETF”) which takes short positions.

Prohibited Investments

Except for purchase within authorized investments, securitics having the following characteristics are
not authorized and shall not be purchased: letter stock and other unregistered securities, direct
commodities or commodity contracts, or private placements (with the exception of Rule 144A
securities). Further, derivatives, options, ot futures for the sole purpose of direct portfolio leveraging
are prohibited. Direct ownership of real estate, natural resource properties such as oil, gas or timber and
the purchase of collectibles is also prohibited.
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Safekeeping

All assets of the Trust shall be held by a custodian approved by the Committee for safekeeping of Trust
assets. The custodian shall produce statements on a monthly basis, listing the name and value of all
assets held, and the dates and nature of all transactions in accordance with the terms in the Trust
Agreement. Investments of the Trust not held as liquidity or investment reserves shall, at all times, be
invested in interest-bearing accounts. Investments and portfolio sceurities may not be loaned.

Control Procedures

Review of Investment Objectives

The Advisor shall review annually and report to the Committee the appropriateness of this Policy
Statement for achieving the Trust’s stated objectives. It is not expected that this Policy Statement will
change frequently. In particular, short-term changes in the financial markets should not require an

adjustment in this Policy Statement.

Review of Investment Performance

The Advisor shall report on a quarterly basis to the Committee to review the investment performance of
the Trust. In addition, the Advisor will be responsible for keeping the Committee advised of any material
change in investment strategy, Managers, and other pertinent information potentially affecting
performance of the Trust.

The Advisor shall compare the investment results on a quarterly basis to appropriate peer universe
benchmarks, as well as market indices in both equity and fixed income markets. Examples of
benchmarks and indexes that will be used include the Russell 3000 Index for broad U.S. equity strategies;
S&P 500 Index for large cap U.S. equities, Russell 2000 Index for small cap U.S. equities, MSCT ACWI
ex-U.S. Index for broad based non-U.S. equity strategies; MSCI Europe, Australasia, and Far East
(EAFE) Index for devcloped markets international equities, Bloomberg Barclays Capital Aggregate
Bond Index for fixed income securities, and the U.S. 91 Day T-bill for cash equivalents. The Russell
3000 Index will be used to benchmark the U.S. equities portfolio; the MSCI ACWI ex-U.S. Index will
be used to benchmark the non-U.S. equities portfolio; the Bloomberg Barclays U.S. Aggregate Bond
Index will be used to benchmark the fixed income portfolio. The catcgories “Other” will be
benchmarked against appropriate indices depending on the specific characteristics of the strategies and

funds used.

Voting of Proxies

The Commiittee recognizes that proxies are a significant and valuable tool in corporate governance.
The voting rights of individual stocks held in separate accounts or collective, common, or pooled funds
will be exercised by the investment managers in accordance with their own proxy voting policies. The
voting rights of funds will be exercised by the Advisor.
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Adoption of Investment Policy Statement

Any changes and exceptions to this Policy Statement will be made in writing and adopted by the
Committee. Once adopted, changes and exceptions will be delivered to each Manager, as appropriate,
by the Advisor.

Approved by the Chino Valley Fire District Section 115 Trust Investment Committee:

%:i -.. M /{lﬁ A 7/1u e / O B

Vice Chair ! Sccretary
f/ﬂa/u g[30/a1
Date 4 Date
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