


Introduction

Total Fund Value & Distributions (FY)
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Sources of Contributions
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Rolling 5-Year Performance vs. Investment Objective

20%

15% ’\

10%

5%

0%

-5%

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

G| TFQ s CP| + 500

100%

90%

80%

T0%

60%

50%

40%

30%

20%

10%

0%
Sep-15 Dec-15 Mar-16 Jun-16 Sep-16 Dec-16 Mar-17 Jun-17 Sep-17 Dec-17 Mar-18 Jun-18 Sep-18 Dec-18 Mar-19 Jun-19 Sep-19 Dec-19 Mar-20 Jun-20 Sep-20 Dec-20 Mar-21

m Global Equity W Domestic Equity m International Equity Private Equity B Public Real Assets M Private Real Estate W Private Real Assets m Credit
W Securitized miLs Non US Debt Private Debt B TIPS M Long US Treasury W Systematic Convexity Cash



Introduction

Target%  Interim % Current % Liquidity Overview
Growth 435 43.5 42.6
Global Equity 10.0
US Large Cap 8.0 8.0 8.1
US Small Cap 2.5 7.0 59
International Developed Equity 5.5 7.5 8.0
Emerging Markets Equity 4.5 8.5 8.7
Private Equity 13.0
Real Assets 17.5 17.5 16.8
Public Real Assets 10.5
Private Real Estate 7.5 4.0 3.9
Private Real Assets
Income 27.0 27.0 27.0
Credit
Securitized 5.0 6.5 74
Insurance Linked Securities 35 35 3.0
Non-US 35 4.0 3.8
Private Debt 10.0 7.0 6.1
Defensive 12.0 12.0 11.8
Short-Term TIPS 2.5 2.5 2.1
Long US STRIPS 25 25 19
Systematic Convexity 7.0 7.0 7.0

Cash 0.0 0.0 07 = Liquid = Semi-Liquid = [lliquid
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Introduction
Mission and Purpose

= Qur mission is to responsibly maximize the return on the invested principal of the School and Institutional Trusts for the current and
future benefit of Utah's education programs.

* We are an independent team of outcome-oriented investors. We aim to carry our fiduciary responsibility forward to assist in the
creation of a brighter future for Utah's public education programs. We consider education to be an invaluable public resource and
believe the School and Institutional Trusts are an enduring investment in our community as a whole.

=  Weaim to ground our decision-making in objective research and sound portfolio theory. We value long-term growth over short-term
gains, impartial analysis over conventional wisdom, and will always conduct investment decisions outside the reach of political
influence and act with undivided loyalty to the schools, universities and state institutions for which we serve.

= Qurvaluesinclude

= Steady - We value dependable, long-term growth. As an institution with an infinite horizon, we will weather volatility and illiquidity in the
short-term to better the interest of our long-term goals.

* Innovative - We are vigilant of an industry and markets that are always in a state of flux; we are adaptive to changes and comfortable
exploring both uncommon investment opportunities, and new ways to improve our processes, with whatever tools are at our disposal.

= Transparent - We are working in service of the public good and strive to translate the detail and portfolio complexity into useful and
digestible reports for general consumption.

* Principled - We are fluent in the strengths and weaknesses of modern portfolio theory and actively avoid the pitfalls of behavioral finance
through strategic checks and balances, rigorous analysis, and personal humility.

» Open-minded - We consider all investment prospects on an objective basis, and therefore neither automatically forego unorthodox
opportunities, or select commonplace opportunities, based on conventional wisdom, prevailing headlines, or emotional biases.

=  Weinvest School and Institutional Trust Lands Administration revenues in a manner that supports the distribution policy in
perpetuity while providing for intergenerational equity between current and future beneficiaries. In addition to the School Trust
Fund, there are 10 additional trusts.



Governance
Board of Trustees

MARLO OAKS, CFA CAIA - Chair, Board of Trustees

Marlo was appointed Utah State Treasurer after a 25-year career in investment banking and investment management. He oversaw
institutional portfolios at Farmers Insurance Group ($24 billion) and Intermountain Healthcare (57.5 billion). Marlo holds the CFA and CAIA
credentials.

KENT A. MISENER, CFA - Vice Chair, Board of Trustees

Kent Misener, CFA serves on several Boards and Investment Committees representing multiple billions of dollars. He managed $9 billion in
benefits-related assets as the Chief Investment Officer of Desert Mutual Benefit Administrators (DMBA). Kent has an MBA in Business
Administration and operates Verapath Global Investing LLC.

DAVID R. NIXON - Board of Trustees

David worked at Coopers & Lybrand and as Assistant Treasurer and Director of Global Investments at EDS, responsible for assets totaling
$15 billion. David has an accounting MBA. His extensive international experience includes work in both developed and emerging markets
and living in Colombia, Belgium, and England.

JOHN LUNT, CFA - Board of Trustees

John serves on the investment committee for the $8 billion Utah Educational Savings Plan (UESP) and was board president of Utah
Retirement Systems. He has an MBA in Finance and International Business and is the Founder and President of Lunt Capital Management,
Inc.

JASON GULL - Board of Trustees

Jason worked as head of secondary investments at Adams Street Partners with $30 billion of assets under management. He serves as a
member of the BYU Cougar Capital Advisory Board and the BYU Marriott School National Advisory Board. Jason has an MBA from Yale.



Resources
SITFO Staff

PETER MADSEN - Executive Director, Chief Investment Officer

Peter was brought on by SITFO in 2015 and has been critical in establishing the direction of the organization. Working in the investment
management industry since 1999, his most recent experience includes Managing Director of Cube Capital, an investment group in London.
His career includes a range of experience in global investing for large institutional clients such as pension funds and endowments, as well as
permanent school fund experience from another state. Peter holds a Bachelor of Arts degree from the University of Utah in International
Political Economy and Russian. He also holds an MBA focused in International Finance from the Middlebury Institute of International
Studies.

SCOTT DAY - Investment Officer

Scott joined SITFO in 2020 to support asset allocation decisions, provide capital market and portfolio research, and perform manager due
diligence. With over 25 years investment experience, his most recent experience includes serving as Managing Director at Goldman Sachs
and Verus Investments where he was the OCIO for a $15 billion pension fund. Over the course of his career, he has led capital market
investment strategy, developed and implemented asset allocation and capital market assumption studies, led public and private market
manager due diligence, and internally managed $25 billion in global fixed income assets for Microsoft and $8 billion for the Employees
Retirement System of Texas. Scott holds a Bachelor of Science in Accounting from George Mason University and received the Chartered
Financial Analyst (CFA) designation in 2001.

RYAN KULIG - Finance and Operations Officer

Ryan joined SITFO in 2016 to manage office operations, portfolio administration, and investment analysis. Before joining SITFO, he worked
for Sax Angle Partners, specializing in fundamental and technical analysis of equity investment opportunities. Prior to that, he performed
financial analysis of federal grant activity at MRK Advisors. Ryan holds a Bachelor of Business Administration in Global Business with an
Emphasisin Finance and a Minor in Economics from the University of Portland and an MBA from the University of Southern California.

JOHNNY LODDER - /nvestment Analyst

Johnny joined SITFO in 2019 to support in the evaluation, due diligence and ongoing monitoring of investments. He previously performed
manager research across a variety of alternative investment strategies for Aksia, an international alternatives consultant. Prior to that,
Johnny spent time with Sorenson Impact where he collaborated with venture funds and foundations to identify and fund socially impactful
businesses. Johnny earned a Bachelor of Science in Finance from the University of Utah.



Resources
SITFO Staff (continued)

CARSON MONSON - /nvestment Analyst

Carson joined SITFO in 2020 to support in the evaluation, due diligence, and ongoing monitoring of investments. He previously worked for
Greenspring Associates, a venture capital-focused fund of funds, where he performed both manager and direct investment research and
due diligence across a variety of sectors and geographies. Prior to that, Carson spent time with IDEA Fund Partners, a seed stage venture
capital firm, and Fisher Investments, a public equities investment advisory firm. Carson holds a Bachelor of Arts Degree in European Studies
with an emphasis in European Economics from Brigham Young University and an MBA focused on Venture Capital from the University of
North Carolina.

HAYDEN BERGESON - Assistant Investment Analyst

Hayden joined STIFO in 2021 to assist in establishing risk and reporting frameworks in support of the ongoing evaluation, due diligence,
and monitoring of investments. He was previously an Intern for SITFO from 2020-2021 where he supported the team in a variety of
functions. Hayden earned a Bachelor of Science in Financial Economics from Brigham Young University Idaho and a MSF from the
University of Utah.

TATIANA MAKRANSKY - Finance and Operations Analyst

Tatiana joined SITFO in 2021 to assist in portfolio finance and operations. She previously worked in finance operations at Goldman Sachs in
support of client on-boarding, KYC (know your customer), and anti-money laundering initiatives. Prior to that, Tatiana worked in non-profit
fundraising for the University of Utah and People Helping People. Tatiana holds a Bachelor of Arts in Political Science and a Minor in Public
Policy from Georgia State University.

SYMONE CALDWELL - Assistant Administrative Analyst

Symone joined SITFO in 2021 to support all facets of the non-investment agency affairs. She previously worked at Verizon Wireless as a
Global Enterprise Advisor, where she managed a portfolio of business and government multimillion dollar accounts. Prior to that, she
began her professional career at Utah State University, where she worked as a Teaching Fellow for the Department of Anthropology,
Recruitment Fellow for the Center of Women and Gender and a Diversity Coordinator at the Museum of Anthropology. Symone holds a
Bachelor of Science in Anthropology, a Minor in Women and Gender Studies and a Museum Certificate.



Resources
Advisors and Vendors

INVESTMENT & RISK CONSULTANTS - RVK and Albourne

RVK and Albourne were hired in 2020 to assist with all aspects of SITFO’s activities. RVK is a generalist consultant providing support
and services in areas ranging from governance, asset allocation, and manager research. Albourne is a specialist consultant providing
supportin areas such as strategy research and manager selection in alternative asset classes. Each firm is a top-rated consultant with
global resources and capabilities.

INDEPENDENT RESEARCH AND DATA - Bloomberg, eVestment, BCA, Pregin, Top Down
These partners and advisors facilitate the provision of raw data as well as its objective interpretation.

FUND MANAGERS - Strategy Specific Investment Advisory Relationships

The buying and selling of individual securities is carried out by best in class, specialized, investment managers. These investment
managers are highly scrutinized before and after selection.

CUSTODIAN BANK - Northern Trust

Northern Trust is one of the largest global custodian banks . They were hired in 2016 to institutionalize custody of assets and to
provide an independent accounting of the trusts.

RISKMANAGEMENT- MPI, Bloomberg, and internal tools

SITFO avails itself of software services such as MPl and Bloomberg to provide quantitative risk management analysis. In addition,
SITFO utilizes its independent consultants’ tools and staff to provide performance analysis and contribute to risk reporting.
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Operations
Organization Structure
‘ @"“‘

OST (Office of State Treasurer) SCT (School Children’s Trust) Land Trusts Protection and
- The elected state treasurer acts - Oversees the work of SITLA and Advocacy Office
as ex officio chairperson of the SITFO on behalf of School Fund - New office in the works to
- Administers the distribution for oversee the distribution of
the School Fund, 95% of the earnings to the 11 trusts

SITFO board
- Provides accounting support
trust

for the SITFO office

ITLA (School & Institutional Trust Lands Administration

S
- SITLA manages Utah’s 3.5 million acres of trust land generating revenue through oil, gas, and mineral leases, real estate sales, etc.
- All proceeds are deposited into permanent endowments for each beneficiary (the 11 trust funds)

am
| |
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SITFO (School & Institutional Trust Funds Office)
- SITFO invests the endowments from SITLA, and annual interest and dividends are distributed to each beneficiary

h :l"
] - The (11) trusts are managed based on an asset allocation formula with similar asset allocations because return and risk objectives are
the same

Beneficiaries

11 Trust Funds: School Trust, Miners Hospital, Institute for the Blind, Reservoirs Fund, Normal School, University of Utah, School of Mines,
Utah State University, Utah State Hospital, Deaf School Fund, State Industrial School




Operations

Custodial Structure
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Operations

Deliverables
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Operations
Back/Middle Office Support

* Integrated back and middle office support from Albourne
* Investment managers/funds transaction management including the coordination of capital calls for private investments
»= Movement of cash between investment accounts and custodians, as directed by client

= Middle office supportincludes legal review of fund documents relative to ILPA standards, side letter negotiation support, and
assistance with the preparation and population of subscription documents

= Coordination of new investment manager onboarding
- Side letter
- Sub-docs
- Wire funding
- Continued support

= While Albourne sets up the requested transaction(s) at the custodian, strict controls are in place to ensure that SITFO reviews and
approves everything entered before the transaction is processed

- Alltransactions are subject to dual approval by SITFO staff



Operations
Back/Middle Office Support (continued)

Login ID Name Trade Approvals Permission Access Level
SITFO3C7 Dafnis Papadopoulos Entry Only

SITFO610 Giorgos Kourtidis Entry Only

SITFO8Q Ryan Fitzgerald Entry Only

SITFO8Q8 Christia Nearchou Entry Only

SITFOAC Athanasia Charidimou Entry Only

SITFOAD1 Andre Do Entry Only

SITFOAE Antreas Evangelou Entry Only

SITFOAI Alexandros Iliadis Entry Only

SITFOAM Andreas Moyseos e Entry Only

SITFOAT Athanasios Tsoris <>) Entry Only

SITFOCE Christina Efstathiou o Entry Only

SITFOCZ Christos Zannetti 2‘ Entry Only

SITFOEG Elena Georgiou s Entry Only

SITFOEK Eleftherios Kouppas S Entry Only

SITFOJL Jonathan Lodder Entry and Restricted Approval
SITFOPM Peter Madsen Entry and Restricted Approval
SITFOQB Tatiana Makransky Entry and Restricted Approval
SITFORK Ryan Kulig Entry and Restricted Approval
SITFORL Rowan Levy Entry Only

SITFOSR Sotiris Rigas Entry Only

SITFOV9 Alexi Pitsillis Entry Only

SITFOY6 Khazak Maroukian Entry Only



Operations
Back/Middle Office Support (continued)

Login ID

SITFO3C7
SITFO610
SITFO8Q
SITFO8Q8
SITFOAC
SITFOAD1
SITFOAE
SITFOAI
SITFOAM
SITFOAT
SITFOCE
SITFOCZ
SITFOEG
SITFOEK
SITFOJL
SITFOPM
SITFOQB
SITFORK
SITFOAR
SITFOKS
SITFORL
SITFOSR
SITFOV9
SITFOY6

Name

Dafnis Papadopoulos
Giorgos Kourtidis
Ryan Fitzgerald
Christia Nearchou
Athanasia Charidimou
Andre Do

Antreas Evangelou
Alexandros Iliadis
Andreas Moyseos
Athanasios Tsoris
Christina Efstathiou
Christos Zannetti
Elena Georgiou
Eleftherios Kouppas
Jonathan Lodder
Peter Madsen
Tatiana Makransky
Ryan Kulig

Allen Rollo

Kirt Slaugh

Rowan Levy

Sotiris Rigas

Alexi Pitsillis

Khazak Maroukian

Access Type

All Accounts Except Cash Accounts 1,2,3
All Accounts Except Cash Accounts 1,2,3
All Accounts Except Cash Accounts 1,2,3
All Accounts Except Cash Accounts 1,2,3
All Accounts Except Cash Accounts 1,2,3
All Accounts Except Cash Accounts 1,2,3
All Accounts Except Cash Accounts 1,2,3
All Accounts Except Cash Accounts 1,2,3
All Accounts Except Cash Accounts 1,2,3
All Accounts Except Cash Accounts 1,2,3
All Accounts Except Cash Accounts 1,2,3
All Accounts Except Cash Accounts 1,2,3
All Accounts Except Cash Accounts 1,2,3
All Accounts Except Cash Accounts 1,2,3
All Accounts

All Accounts

All Accounts

All Accounts

All Accounts

All Accounts

All Accounts Except Cash Accounts 1,2,3
All Accounts Except Cash Accounts 1,2,3
All Accounts Except Cash Accounts 1,2,3
All Accounts Except Cash Accounts 1,2,3

Access Authority

Repetitive Instructions
Repetitive Instructions
Repetitive Instructions
Repetitive Instructions
Repetitive Instructions
Repetitive Instructions
Repetitive Instructions
Repetitive Instructions
Repetitive Instructions
Repetitive Instructions
Repetitive Instructions
Repetitive Instructions
Repetitive Instructions
Repetitive Instructions
Repetitive Instructions
Repetitive Instructions
Repetitive Instructions
Repetitive Instructions
Create Profiles

Create Profiles

Repetitive Instructions
Repetitive Instructions
Repetitive Instructions

Repetitive Instructions

Wire Out

X X X X X X X X X X X X X X X X X X X X X X x x

ACH Out

> X X X X X X X X X X X X X X X X X X X X X xX Xx

Expected
Payments
In

S > XX X XX X X X X X X X X X X X X > >x X x x x

Check
Payment

X X X X X X X X X X X X X X X X X X X X X X x x

Approve

< X X X

Void

X X X X X X X X X X X X X X X x X Xx

> X X X

Transfer
Between
Accounts

X X X X X X X X X X X X X X X X X X X X X X x x

Standard
View

> X X X X X X X X X X X X X X X X X X X X X xX Xx



Operations
Distribution Policy

»  FY21distributed $92,842,753.62

= FY22distribution for School Trust based on policy
- 50% (1 +CPI+ Enrollment Growth) x Previous Year Distribution
* 50% (1 +4.5% CPI+(-.2%) enrollment) x $92.84MM prior year distribution = $48.4MM
- 50% (4% x 12Q average)
 50% (4% x $2.4B) = $47.9MM
* Subjectto a cap of 4% against 12Q average (595.8MM)
- $95,849,770.37 to be distributed FY22 (3.3% of the trust’s market value)

= FY21distribution for other trusts based on new policy
- Other trusts historically receive distributions throughout the year
- Quarterly distributions (based on 4% x 12Q average at previous fiscal year end)

* 4% x 12Q average as of June 30, 2019

» Total beneficiary distribution in FY22 $100,491,386.08

Fourth Payment,

Formula Applied Formula Applied
‘ First Payment Second Payment ‘ First Payment  Second Payment
| 1 |
I | I
6/30/21 6/30/22
September30  December 31 September 30 December 31

Note: 1/4 of total distribution amount paid quarterly every year



Investment Process
Objectives and Governance

= |nvestment objective: CPl +5%
- 10-yearinflation estimate at ~2.2% (long term average ~3.3%) = 7% - 8%
- SITFO’s focus is on achieving the target return with the least risk necessary

= Risk objective:
- Indiscussions with the trustees, SITFO considers the volatility of a 70% / 30% portfolio as a reference when determining
asset allocation. This is not a benchmark for performance, it is a proxy for risk.

- Given the above, SITFO estimates annualized volatility of as much as ~15% is acceptable. This leads to an expectation of a
~35% drawdown

- Thereisaminimum of 15% required to be held in daily liquidity

= Given 70/30 historical return and trustees’ stated drawdown tolerance, we estimate annualized volatility of ~14% is acceptable (-
3std ~35% drawdown, if 7-8% expected return)

= Trustees’ primary investment responsibility is setting the asset allocation and risk tolerance.

= Trustees’ other responsibilities include:
- Establishing and reviewing agency policies (IPS, distribution, etc.)
- Reviewing the budget
- Performance monitoring

- Maintaining an understanding of the investment process including asset allocation, manager selection, and risk
management

- Reviewing the annual audit
- Hiring or termination of consultants and custodian



Investment Process
Resources and Framing

=  [Foundational Elements:

Investment beliefs - establish in advance agreed upon
principles for guidance and direction

Investment policies - outline specifics of governance,
responsibility, authority

Investment process - disciplined practices built on the
foundational elements above

» Balance and alignment of organization and asset
allocation/portfolio construction with risk and complexity:

Balance the need for return with sustainability of
returns

Align resources/capabilities with complexity

Tolerance forrisk, illiquidity, and the appropriate time
horizon

Resources
Available

Complexity /
Sophistication

Market

Environment Liquidity

Portfolio
Objectives

Risk
Tolerance

Time
Horizon

Beneficiary
Needs



Investment Process
Resources and Framing

INVESTMENT
BELIEFS

This document contains our guiding
principles, which inform our decision-
making and governance. While not a
policy or procedural manual, it gives an
overview of who we are, what our

mission is, and how we aim to achieve it.

Download PDF

INVESTMENT
POLICY

This policy outlines the governing
framework within which SITFO operates.
It was created in conjunction with the
SITFO Board to assist in effectively
supervising, monitoring and evaluating
the investment of assets.

D oad PDF

Who We Are
A
B.
C.
D.
E.

Characteristics

Behavioral

Price and Opportunity Cost Awareness
Governance and Management
Performance Measure

Efficient Markets Response

A
B.
C.

Passive Management
Active Management
Rule-Based Management

Risk

A
B.
C.
. Asset Allocation

mm o N W

Defining Risk
Risk Management
Risk Tolerance

Defining an Asset Class
Defining an Asset Class
Diversification

Ranges and Rebalancing

Valuations
Evolutions

Manager Structure and Selection

A
B.
C.

Structure and Bias
Manager Diversification
Manager Selection

1 Introduction
1.1 Authority and Beneficiaries
1.2 Purpose and Fiduciary Duty
2 Duties and Responsibilities
2.1 Creation and Membership of the Board
2.2 Duties and Responsibilities of the Board
2.3 Duties and Responsibilities of SITFO
2.4 Duties and Responsibilities of the Consultants
2.5  Duties and Responsibilities of the Investment Managers
2.6 Duties and Responsibilities of the Custedian (Custody Policy)
3 Statement of Risk and Return Objectives
Distribution Policy
5 Asset Allocation
5.1 Time Horizon
5.2  Portfolio Rebalancing
6 Risk Tolerance Guidelines
6.1  Volatility
6.2 Liquidity
6.3  Strategic Asset Allocation Benchmark
6.3a Strategic Asset Allocation Table
6.4 Interim Benchmark
6.5  Actual Allocation Benchmark
6.6  Position Sizing
7 Reporting & Communication
7.1  Risk Dashboard
7.2 Performance Measurement and Portfolio Reporting
7.3 AssetClass Structure Reporting
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Investment Process

Elements and Application . SlCvomberg
Idea Generation « TopDown
- Capital market new flow Charts
- Internal discussions * Wall Stresearch
«Consultant * Consultants
«Board
e MPI
* Bloomberg
+ Castle s MPI
(Albourne) Do Asset Allocation * Bloomberg
. RVK Portfolio Risk & st

Reporting
«Investment role &
objective

+ Allocation/rebalancing
« Monitoring
« Portfolio risk v policy

« Performance review &
attribution

+Gaps/needs
« Optimization
«Impact analysis

* MPI
o Slestment Manager Selection Asset Class Structure * MPI
" Pregin Defi , * Bloomberg
e Castle + Define Investment Mandate «Investment opportunity
(Albourne) «Manager Search Process set
+ Dynamo «Manager Underwriting - Liquidity

Process + Active/passive
«Impact analysis




- Capital market new flow
« Internal discussions

« Consultant

- Board




Investment Process
Idea Generation

SITFO Internal Software (e.g., MPI, eVestment, Bloomberg)
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Valuation & Momentum Report
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Investment Process
Idea Generation

(4=High, G=Low, Risk and Correl use inverted) Try to include half point and when necessary take to the extreme 0 or 4 as we could use in the kil
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«Investment role & objective
‘Gaps/needs
«Optimization

«lmpact analysis




Investment Process
Asset Allocation

* Framing the portfolio in order to diversify across fundamental, long-term factors

= Simplify thinking for clarity and communication
= Heuristic for answering the question “how much risk are we taking and where are we taking it?”

ReaNAssets

Inflation €—

Defensive

Growth <



Investment Process
Asset Allocation

» Target returns by category:

- Growth: CPI + 6%

Expected to provide the strongest positive returns during periods of sustained economic growth, as well as
presenting the highest expected risk (e.g., stocks, private equity).

- Real Assets: CPI +5.5%

Inflation oriented and typically backed by hard assets (e.g., real estate, infrastructure, commodities, etc.).
Real assets may present characteristics of income and growth, and thus have a moderate risk profile (e.g.,
commercial real estate, natural resources).

- Income: CPIl +4.5%

Income is expected to generate positive returns during a range of economic growth scenarios via an income
stream. Although this category is not expected to contribute as much risk as growth, it is still considered a
risk-taking investment (e.g., corporate bonds, asset backed securities).

- Defensive: CPI +2.5%

The investments in this grouping are intended to do well in negative economic scenarios or periods of
market stress (e.g., cash, government bonds, hedging strategies). We do not categorize corporate bonds, or
other assets that rely on economic growth, as defensive.



Investment Process
Asset Allocation Framework: Blend Quantitative and Qualitative Judgement
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Investment Process
Asset Allocation Framework: Blend Quantitative and Qualitative Judgement

T Target Portfolio * 70/30 Portfolio 1 Observation Portfolio 1
Observation Portfolio 2 =+ FEG MVO Resampled +FEG MDO Resampled
=+ FEG CVaR Resampled

a
8

L

7
8- I
T Target Portfolio X 70/30 Portfolio 1 Observation Portfolio 1
g
Observation Portfolio 2 + Industry MVO Resampled + Industry MDO Resampled * 70/30 Portfolio 1 Observation Partfolio 1
+ Industry CVaR Resampled =+ Valuation MVO Resampled + Valuation MDO Resampled
# 51 8
<
=
Q
i
g 71
o
: I
o
¢ %
=
5 3 61
&
o]
ES
2 o
3
E 1
@
3
E
b [=>]
=
o
@
2
g
L —
a 2 o
2
1
0 T T T T T
a 2 4 6 8 10 12 T T T T

Risk (StdDev Rtn), %
Risk {StdDev Rtn), %




Investment Process
Asset Allocation
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« Investment opportunity set
« Liquidity

« Active/passive

+ Impactanalysis




Investment Process
Asset Class Structure

S Amount Outstanding % of US Bond
ector "
($Billions) Market
200
Municipal N 3,715 9.3%
Treasury S 13,192 33.0%
Mortgage S 8,728 21.9%
Corporate S 8,158 20.4% oo
Federal Agency | $ 1,995 5.0%
Money Markets| $ 2,807 7.0%
Asset-Backed | $ 1,327 3.3%
Total S 39,921 100
0
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Spread Duration (years)

Global Equity | Efficiency: Varies | Number of Countries: 49 | Number of Stocks: ~9,000 | % Top 10 Holdings: 13% | 10 Year Volatility: 14%

US Large & Mid Cap
Efficiency: High

Number of Countries: 1
Number of Stocks: ~1,000
% Top 10 Holdings: 25%
10 Year Volatility: 14%

Int’'l Developed Large Cap
Efficiency: High

Number of Countries: 22
Number of Stocks: ~1,000
% Top 10 Holdings: 11%
10 Year Volatility: 15%

Emerging Markets All Cap
Efficiency: Low

Number of Countries: 23
Number of Stocks: ~3,000
% Top 10 Holdings: 27%
10 Year Volatility: 18%

US Small Cap

Efficiency: Low

Number of Countries: 1
Number of Stocks: ~2,000
% Top 10 Holdings: 4%
10 Year Volatility: 18%

Int’'l Developed Small Cap
Efficiency: Low

Number of Countries: 22
Number of Stocks: ~1,000
% Top 10 Holdings: 3%

10 Year Volatility: 16%

China All Shares
Efficiency: Low

Number of Countries: 1
Number of Stocks: ~2,500
% Top 10 Holdings: 24%
10 Year Volatility: 22%

US Micro Cap

Efficiency: Low

Number of Countries: 1
Number of Stocks: ~1,000
% Top 10 Holdings: 7%
10 Year Volatility: 19%

India SMID

Efficiency: Low

Number of Countries: 1
Number of Stocks: ~250
% Top 10 Holdings: 20%
10 Year Volatility: 28%

| Frantier Markatc

Global Growth Weights vs. SITFO Growth Target Weights
Market Size in Global Growth SITFO Target
USD (Trillions)  Capital Market (%) Growth Weight (%)
100.0

Difference

Asset Class (%)

100.0

Public Equity* 69.6 95.3 81.1
United States 269 36.8 50.0
Non-US 42.8 58.6 50.0
China 5.4 T4
Japan 54 14
United Kingdom 3.1 4.2
India 2.1 238
Other 269 36.8
Private Equity** 34 47 189 o123 |
North America 1) 26 104 7.8
Europe 0.6 0.8 4.7 3.9
Asia 1.2 1.7 2.8 1.2
Rest of World 0.2 0.3 0.9 0.7

“All public equity figures are from Bloomberg as of 12/31/18.
**Private equity data from Preqgin, McKinsey. Data as of 12/31/18.



Investment Process
Asset Class Structure

12 Month Tracking Error & Excess Return Tracking Error: 1 Year Rolling
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050 Approved Proposed
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1 U A S Public Equity 33.5% 6.6% 20% 55%  5.4%
’ Global ACWIIMI 2.0% 6.5% 18% 4% 0.2%
1y T R L L T LR Us Large Cap S&P 500 8.0% 5.5% 16% 3% 0.7%
Us small Cap Russell 2000 7.5% 6.2% 21% 7% 1.6%
-3.00 T T T T T T 1 International EAFE 75% 7.1% 19% 1% 0.9%
Jlan-07 Dec-08 Dec-10 Dec-12 Dec-14 Dec-15 Dec-18 Jun-21 Emerging Market  MSCI EM 8.59% 7.6% 259% 2% 2.0%




Investment Process

Asset Class Structure
Non-US
Credit Securitized i Devdoped

Liquidity Quality

[ITFO: Private Equity Philosophy and Definitio |

Higher Quality Credit
Manager(s)

Higher Quality
Securitized Manager(s)

EE Philosophy:

Non-US
Developing
AllCap

USSmall/
Mid
SITFO believes that a strong private equity (*PE”) portfolio allows its trusts to achi
due to the risk and illiquidity that are inherent to the asset class but also because
value via operational expertise or company sourcing and selection in smaller mar
build a focused PE portfolio, that identifies managers that are expected to outper]
some structural advantages of investing in thelr respective markets or by taking in| Lower Quality Credit Lower Quality
respective sub-asset classes. In order to capitalize on the private equity markets, (s) i
investment philosophies, set forth below, which will drive its decision making and|

Satellites Satellites

SITFO's believes the success of the private equity portfelio is predicated upon ides
industry-leading returns to their respective sub-asset classes, and SITFO strives to| |
gain access to these storied, outperforming managers. That being said, access to Private Debt - Opportunistically
managers is not always guaranteed. Unlike public markets, many private market
are narrow in scope, which necessitate limiting fund size. As a result, access to thel 3 \

managers that deploy them is also constrained. Given that many existing top-tier [
relationships with their LP bases, access to these well-known PE managers can be limited, if not entirely

restricted.

As a result, in addition to ongoing efforts to build positions with well-known outperforming managers, SITFO has

tailored its strategy to identify top-tier performance, despite these potential restrictions. While SITFO will continue

to build relationships with well-known private equity managers, it will also look to be cpportunistic in building

relationships with top-tier managers early in their existence. Specifically, SITFO has determined that it is willing

to invest in a firm'’s first fund (which many institutional investors will not do), if the emerging firm is led by a GP

with a top-quartile, verifiable track record. This flexibility will allow SITFO to partner with potential outperformers

under a new brand, providing access to great managers despite not having access to the industry’s current

marquee names. Furthermare, this give - Historical Cash Fiow -4~ Centrai Cash Flow - Quantile series for 7% Cash Flow @ Quantle series for 23% Cash Flow
positioned to develop into marquee nat
believes that by focusing on managers v
risks of first-time funds can be largely m

>
S

§

00m -
250m Venture

: Growth /
. Buyout

SITFO also recognizes that Fund of Func
open to using them in sub-asset classes
growing reputation as an LP, along with
otherwise be difficult to access, thus elir
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Given the current stage of the market cy
valuation sensitivity will play meaningfu
sets forth a philosophical preference for
that create strategies which benefit fron
asset class. o

H

0.
A6 QAT QA QAN 4GNS IAND QAN QA2 QA2 X2 2020 IS KA QAN QXA QA W QA X

ographicArea TargetRanges

e T 2 A A7 2 R A s

T By el el

u.s. 45%-65%
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+ Define Investment Mandate
+ Manager Search Process
« Due Diligence Process




Investment Process
Manager Selection

. Broadly speaking, portfolio performance is a function of 1) asset allocation (majority), and 2) investment manager selection
(minority). See slide number 46 for support.

. We’re not interested in investing with an average manager. Our goal is to invest with the best managers within each asset class,
highly aligned and transparent managers capable of achieving top quartile returns while concurrently minimizing operational risk.

. Investment managers should be selected and monitored using a thorough, repeatable, and well-defined process.

Define Manager Manager

Investment Search Underwriting
Mandate Process Process




Investment Process
Define Investment Mandate

* New investment mandates are initiated by i) pre-determined asset allocation and pacing demands, and ii) opportunistic ideas
generated by SITFO’s investment consultants, staff, trustees, and research providers, among other sources.

* Itis SITFO’s expectation that staff play a proactive role in driving investment ideas, performing the requisite research required to build
conviction in an idea and bring it to the team for further discussion.

* Potential investment mandates are tracked and discussed during weekly staff and consultant meetings in efforts to prioritize bandwidth
and efforts towards the most pressing opportunities.

Attractive Expected Unlevered Correlation
Investments/ Role within a ' Duration of the Net Return = Expected Correlation to Investment
Strategies Portfolio Opportunity Range' Risk? to Equities = Grade debt

MEDIUM to

Aviation Leasing Income L 10% to 14% HIGH Low Low
Income/ MEDIUM to
NAV Lending Diversification | SNortto Medium | 9% to 12% Low Low Low
GlobalMacro  Diversification | "% 2L %10 12%  MEDIUM Low
Asia Pacific Medium to Long
Long/Short Equity Growth Term 10%to 15%  MEDIUM Low
Asian Private Credit "™/ L5 10%1t015% ¢ MEDIUM i Low Low
Diversification |
Select Infrastructure Inflation VCCTRET I 10% to 14% Low Low Low
Mining Financing Income Long Term 10%to 18%  MEDIUM - Low
2021
10Q 2Q 3Q 4Q
Infrastructure Re-Ups Manager X $15,000,000
Infrastructure New New Infra Mand: $15,000,000
Deployed $15,000,000 $0 $0 $15,000,000
Annual Shortfall $8,200,000 $8,200,000 $23,600,000 -$6,800,000
Natural Resources Re-Ups
Natural Resources New New Mining Mandate  $20,000,000
Deployed $0 $0 $0 S0
Annual Shortfall $20,300,000 $20,300,000 $20,650,000 $300,000
Esoteric Re-Ups Manager ¥ $15,000,000
Esoteric New
Deployed $0 $15,000,000 $0 $0
Annual Shortfall $14,500,000 -$500,000 -$500,000 -$500,000




Investment Process
Manager Search Process

* Onceanidea is sourced, SITFO staff will determine certain high-level criteria for inclusion in the manager search (e.g., AUM of less than S$1b,
5-year track record, sector specific v. sector diversified).

* Together with the investment consultants, SITFO staff will work to develop a landscape map of managers and strategies that fit the desired
mandate. This is performed by casting a wide net, often headlined by a quantitative screens generated from one of SITFO’s various data
providers, including eVestment, The Castle, Pregin, and Dynamo.

* Efforts are tracked and in an internal spreadsheet, or “Landscape Map”. SITFO may avail itself of a scoring matrix as part of the landscape
map to initiate the funnel process and begin to zero in on top candidates.

Target Investment  Target Retum ‘Breadth of ‘Breadth of Subllty | Track | Aggregated
Fi Fund Life Albourne Ratis Sector | Wiquid / Liquid T Terms Albourne Stre Albou Weaknesses
™ Fund size "™ 117 Rl rpam site (net) Suategy Expoure . st Seography Geo erms. (Firm{Team) _ Record score e Strengths e
Lean Distressed
50% rescue lending and special stutions financings; 30% X 5 ) Potential Allocation lssues w/ Fund Il
G swom syears A 35 18%  opportumstic credit (NPLs, dlocated bonds) 20% single credit | BOS real estate; 208 corporate [dversified) /20 3 408 China; 40% Australla; 105 Japan; 10% Korea 3 f";‘f" ‘fm 2 a 35 1550 'e":;“:'_“s'::_":;";m’; Tk | ower Rerydling Pace; Incressing
distressed {aoquisition of assets from forced sellers] und-Laver gl RATnC Compition in Their Space.
50% liuid credr (disiocated or stressed corporats credit) 408 . .
ing-Standing Asia Presence; CI0 Based in )
o lending (lsans toward fpe  SS-7SH corporat J estate; 5-10% i L75%; 20% (85%) ° ’ *=01% One Team For all vehicles Approach;
Varde smom Tyers M 5 o e e g st t0me Omparme e e s0/50 s 258 India; 0% Australia; 20% Indonesia; 5% China 1 P 25 s 25 Bl svaors epetin o ipid e e e
Real Estate (primarily va RE backed Debt) m Culture and stabiity; Track Record
L2an Performing
Team; Local Presence: Track Record i Uncertainty of Ares Acquistion: Fund
w 100% first and second llen direct lending to lrge market ) 40 - 509 Indla; 30- 40% Chins; remainder SE Asa L5%; 20 (7%)
556 s15b  Gyears g as 1 12% 30 40% real estate; 60 - 70% corporate [diversified) w0/0 25 P —— 3 Lol e 3 a 3 1550 Distressed = g Conflict/Overlap with
Reportduein 130 (including ng o 25.45% Australa and NZ; 10-20% Sing apore; 10-20% 15%; 15% hurdle);
KKR S1b 8years 1% c capit acked fnance [potentially 70% corporate diversfied]; 30% real estate 100/0 25 Emerging SE Asia; 1020% Indha; 5-10% China; S-10% lapan | 35 Fund Level WF;50bps 35 25 25 10 N/A N/
August  PEteam here) P
NPL/distressed exposure here but limited) and Korea first close discount
- 10-20% tescus | 25% real estate; 15% consumer discrationary, 15% 40% Aus, Hang Kong, UAL, NZ, Singapars; 15% ndia; 10% P Team Experience/Breadth; Increased  Recent Poor Performance in HF; Past
o smom syens 15 15%  lending, acquisiion of assets from forced or non-scnamics sellers, Industral, 10% energy, 10% consumer staplas, 10% /10 3 china; 10% Philipines; 15% ndonesi, Thalland and s e 25 3 3 1500 sector and Geography Diversification;  Analyst Tumover, Disproportionate
d digital infr, remainder HC and financials Malasia und-Leve Sourcing/Structuring; Seale Equity Split Between Co-Founders
10 {Grace), Stable Team, Barrier of Entry
N B 50% real estate; 20% healthcare; 20% technology Wil look across Asia for it all loans underwritten 1.75%; 20% (8%) N N P Small team, China Risk, Concentrated
Pignart S7S0m VeI g ¢ 1% and other; 10% consumer and financial services %0/10 3 w00 " g Fund-Level WF 2= 4 s 1550 inChina, mmww:;sv.sauml-at-v“' (PBase
X i ) Nascent Team; PM Led Shipping at
wenvarundwt | ssom | syeam B2 o - A3% direct ""”"“q‘r'“ spucial situations (s.4. acquisition of :‘z"i':‘s:"" (rasica . im0 ) 50% Developing Asia [India, Chin, Indonesial; 50% N 1.59%; 20% (8%) N ) N s"'::“ : "ﬁ::;f:r::::‘::ﬂ:n PAG Which Was Their Worst Sector;
¥ o1/2020 et “ i 10% oppo services: o o4 Developed Asia (Singapare, Hong Keng, Kores, Australia) Fund-Level wF =) o PTRBEMINE orior Fund Blow-up; Potential

Attractive Opport Set
T Conflicts with Firm's Equity Business




Investment Process
Manager Search Process

® SITFO performs quantitative analysis on each manager as part of this stage. Quantitative analysis evaluates i) the historical
track record, ii) relevant risk factors and portfolio fit.

® Consultant analysis maybe be relied on and/or integrated as needed. Examples of various analysis can be found below, the
majority of which are generated from MPI.
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Investment Process
Manager Search Process

® Once a short list has been identified as previously
discussed, SITFO staff will look to hold calls/meetings
with each of the investment managers and evaluate
them on a host of quantitative metrics and qualitative
elements. This analysis will be compiled and delivered
through a “Screen & Score Memo” as seen to the right,
evaluating the following characteristics on a scale of 1 -
4:

* QOrganization

* People

* Philosophy/Strategy

* Process

* Performance

* Risk

* Other Considerations (e.g.,
support, references)

portfolio fit, consultant

® Terms

Category: Income

E1hd el

Asset Class: Private Debt

Sub-Asset: Opportunistic

XYZ Dislocation Fund

Investment Thesis

COVID-16 catalyzed market dislocations present compelling opportunities across global credit rivaling the scale seen during the GFC. Most of
the high yield market is currently trading sub-20 and an analysis of historical performance following similar spreads suggests annualized
performance (5 years) of approximately 10 - 20%. SITFO's current pacing suggests an allocation to private credit at present, creating an attractive

opportunity to pursue a closed-end credit dislocation fund.

Investment Opportunity

Total Score:  27/32

XYZ Investment Manager Is launching a dislocation fund to Invest in short-dated investments alongside its flagship private debt fund and eredit
hedge funds. The strategy aims to exploit opportunities across potential phases of the recently catalyzed credit cycle (see Philosophy/Strategy
section below). The fund will rely on the greater XYZ platform to evaluate relative value across transaction types, asset types and geographies
overan 18-month investment period. The strategy is anticipated to comprise approximately 50% liquid and 50% illiquid credit.

Organization 3.5

People 3.0

The firm was founded in 1997 and today manages approximately $9.4 billion
in AUM across credit hedge funds (15%), SMAs (15%), closed-end private
debt and real estate funds (50%) and closed-end specialty finance funds
(20%). The firm has 297 employeesin 9 global offices (headquartered in New
York City) and is 100% owned by its 10 internal partners. XYZ brings
credibility as an established and multi-cycle credit investor with broad
global resources and a deep talent pool.

XYZ operates as a single team collectively responsible for the management
of the firm's various investment vehicles. The 85-member investment team
i led by John Smith (CI0) and Jack Black (Deputy CIO). In early 2017, XYZ
announced that Masan Sanders would step back from his co-CIO role
effective 1Q 2019 to pursue a better work/life balance. As a potential
replacement to Sanders, the firm promoted Black as Deputy CIO. The quality
of senior investment professionals under Smith and Black appears
experienced and robust and the team has extensive history of investing
within the opportunity set.

Philosophy/Strategy 3.5

Process 3.0

XYZ is a value oriented and opportunistic manager with a history of
opportunistic credit investing. The firm targets complexity and inefficient
markets asit searches for relative value and catalysts for active management
o add value. The fund will initially target investment grade credit before
pivoting into high yield and levered loans as part of phase 1 of the
investment period. As the path of the credit cycle comes in focus, the fund is
anticipated to target structured credit and private credit as part of phase 2.
The manager anticipates commitments to include: US (409}, Europe (409}
and Asia (209). The strategy has historically been heavy in cyclicals,
although management anticipates less energy exposure moving forward.

Investments are analyzed for portfolio fit and valuations. Analysts will
develop a framework for adding or unlockingvalue and potential exits, Deals
are sourced through the broker/dealer community, financial advisors, legal
advisors, servicers, other firms, and direct relationships of the investment
team. All investments require majority approval from XYZ’s 12-member
investment committee, as well as the underlying sub-investment
committee. Deals are structured internally and will be allocated pro-rata
alongside XYZ's evergreen credit funds and flagship closed-end funds.
lliquid investments are expected to be monetized from cash flows, sales,
and corporate events, The manager has a.numbsr. gf longstanding third-
party servicer relationships which will be leveraged along the way.

Performance 3.5

Risk 2.5

X¥Z's private credit track record spans 11 vintages dating back to 2002, The
manager's pre-GFC vintages generated modest returns largely near the peer
group median, with net IRRS 5-79%, negatively affected primarily by poor
performance within the real estate sector. Performance post-GFC has been
more notable, with more recent vintages all marking net IRRs of 8-15% and
at or above the median in nearly all relevant metrics. As the fund is further
anticipated to hold traded credit, SITFO reviewsd XvZ's traded credit track
record, which outperforms the benchmark and peer group but fails to meet
the returns generated by ABC's traded credit platform (see MPI study for
details).

The fund is expected to be long biased w/ minimal hedges outside of
currency. Further, portfolio leverage is not expected to be material and is
limited by the fund's offering documents to 20% at the portfolio level. Key
person clauses are in place should three senior investment professionals
depart during the investment period; nonetheless, this is broad and leaves
the dooropen for signifi partures. XYZ and key employees will commit
N less than 1% of the total fund raise.

Other Considerations

3.5

The XYZ Dislocation Fund is a ‘Top Pick’ of Investment Consultent and will be subject to an aggregated consultant client management fee
discount (TBD on size). Investment Consultant has performed full IDD on the strategy. SITFO has familiarity with XYZ and has a current
relationship with the GP's closed-end specialty finance strategy in which SITFO is invested.

Terms 3.0
Strategy Inception 2002 Management Fee TBD"
Target Fund Size $15billion Carried Interest 20%, 8% preferred (80/40 catch up)
Current Fund Size TBD Target Return (Net) 15-17% IRR: 1.5 - L.7xMOIC
Target Final Close May 2020 Fund Term 18-months
Target # of Positions 20-40 Investment Period S-years

“The management fee is subject an aggregated consultant client discount which has yet to be determined and may alter the current ‘Terms’ score of 3.0

Appendix - Track Record

Please see the related MPI study titled Investment Manager Search - Credit Dislocation Fund for an analysis of XYZ's corporate and
traded credit track record. An overview of performance from the firm’s flagship private credit funds over the most recent credit cycle
can be found in the related Excel Benchmarking Analysis.



Investment Process
Manager Search Process

®* Theresulting Screen & Score Memo along with the applicable landscape map and quantitative analysis deliverables will be distributed,
discussed, and evaluated amongst SITFO staff, consultants, and Trustees.

* Thisstepisintended to provide an overview and opportunity for all involved (including Trustees) to raise questions and concerns before
a full product underwriting process is to begin.

* Ultimately, a manager(s) will be identified for potential investment and further work at this stage.

# % of Total % of Total  Gross % of Realized Realized — >3x
Fund Manager Track Record of Co's Total Cost Cost Total Value Value Multiple Realized Cost Realized Value Value Multiple Deals
It (3x+) 18 $12,337.1 18.0% $118,660.3 62.4% 9.62x - - - - 18
[Hits (2.0x to 2.9%) 2 4,775.0 7.0% 11,513.1 6.1% 2.41x - - - - -
Walks (1x to 1.9x) 28 45,077.1 65.8% 58,769.7 30.9% 1.30x - - - - -
Strikes (less than 1.0x) 5 6,267.4 9.2% 1,349.0 0.7% 0.22x 50.0 = = = =
TOTAL 53 68,456.6 100.0% 190,292.1 100.0% 2.78x 50.0 — — — 18
Fully Realized 1 50.0 0.1% - - - 50.0 - - - -
Partially Realized - - - - - - - - - - -
Unrealized 52 68,406.6 99.9% 190,292.1 100.0% 2.78x - - - - 18
TOTAL 53 68,456.6 100.0% 190,292.1 100.0% 2.78x 50.0 - - — 18
Consumer 27 40,937.1 59.8% 119,297.4 62.7% 2.91x - - - - 27
B2B 19 20,499.5 29.9% 56,999.4 30.0% 2.78x - - - - 19
B2C E B — E - B - - - B E
B2B2C 7 7,020.0 10.3% 13,995.3 7.4% 1.99x 50.0 - - - -
[ TOTAL 53 68,456.6 100.0% 190,292.1 100.0% 2.78x 50.0 = = = 46
Partner A | - - #DIV/0! - #DIV/0! - - - - - -
ToTAL I - - [ #DIv/0! -  #DIV/O! =1l =1| = = = -1
[Note: § in thousands_ |
Johnny Lodder < sh.gowe & Sep10,2021,305PM  fr
Performance Summary o sehoo . -
Trustoss - SITFO's privals raal uslala porlcfi now repressts raughy 4% of tha lotsl porlolo, nesring cioser 1 e leng-larm targ of 5%, This has resulled in & slow-down in pacin
Capital % of Value  Unrealized % of Value e e oo e S
Fund Vintage _ Deployed’ _Realized Value __Realized Value Unrealized __Total Value ,‘,‘Wg;l S PN PR s a2 snale
[Fund Manager Track Record 2012 $68,456.6 - 0.0% $190,292.1 100.0% $190,292.1
A5 cur real estate porfoio continues o malure, we are ence again looking o add a dadicat heep up wih the porolio's geagraphical tangets and pacing demar
edito & ssarch procsss which wa kicked off in 102021, Tha goal of 0 ger which Coud previde pan-Asis exposure, mesing the various praf
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Investment Process
Manager Selection: Underwriting Process

Once an investment manager has been determined for a potential EIRMAR]  soheors™  SomGhnin o
investment, SITFO, together with its investment consultants, will

underwrite the investment opportunity. Investment Due D|I|gence Memo

Véirde Dislocation Fund (“Credit Dislocation Fund”)

The maJOth Of IﬂveStmeﬂtS pUI’SUGd by SlTFO W||.|. be traCked aﬂd/Ol’ Manager Varde Management, L.P. Strategy Inception 1993
recommended by one of Albourne or RVK. That said, there will be produt e e
Category Income S1 billion / N/A

Hard Cap

instances where Albourne or RVK have not fully underwritten an

Investment Size /

. . . . Asset Class Private Debt Portfolio Weight $15 million / 0.7%
investment. Consultants will be commissioned to performed due Target IRR )
Sub-Asset Class Opportunistic Multiple (net) 15-17%/15-1.7x
d I l [ ge n Ce W h e re a p p l I Ca b l e Strategy Dislocated Credit Investment Period 18 months
Berctmar) BAML Global HY / HFRI ED: Distressed ~ Fund Term 5""9;“? \wo OF,ILCH‘“ Ny
Peer Group extensions at LPAC consent)
Management Fee  0.80% ErmaiyRiCand Credit and illiquidity
Betas

The resulting due diligence packet is extremely thorough will be

Incentive Fee 20%; 8% preferred (60/40 catch-up) Co-Investments No
distributed to Trustees prior to investment for additional analysis and Watertall European fund-tve) Ayt Johnny Lodder
d |SCUSS|O ﬂ . T h |S pa Cket m ay exceed ]_OO pa ges | n tota I Of a n a lyS|S a n d T);Je %(edrr D:s(ocnrroi‘Fund'prowdss SITFO with a unique oppzv!umq, to exp.’mr;he cu:rsmdoppirrmmy set catalyzed b)‘me
. . . COVID-19 pandemic, highlighted by its ability to pivot across the distressed credit cycle and within various sectors, liquidity
insight, and includes the below: profes et rege tormtich hsestab inguted

®* Screen & Score Memos (including applicable quantitative sl migae s chorgs

ason, and continued to successfully deploy

H further details on the opportunity’s risks and merits.
analysis) ;
* Investment Due Diligence Memo (performed by SITFO and/or one Management Company
O]c R\/K or Al bo u rne) Overview Varde Management, LP. (*Varde') was founded in 1993 by George Hicks (Co-CEO), Marcia Page (since
retired), and Gregory McMillian (since retired). The firm has since established itself as a distinguished
) H value-oriented manager with broad global resources, a deep talent pool and a history of distressed
T h eS | S M e m O ( pe rfo rm ed by S | T FO) credit investing over multiple credit cycles, having invested over $68 billion since formation.
[ ] O pe ratlo N a l D u e D| Ilge n Ce M e m O (pe rfo m ed by S |TFO a n d/o r The firm employees approximately 315 full-time professionals across 13 global offices at present,
including London, Dublin (non-investment personnel only), Luxembourg (non-investment personnel
one Of R\/K or Al bo urn e) only), Madrid, Milan, Singapore, Hong Kong, Mumbai, Sydney, Tokyo, Houston, New York and

Minneapolis (headquarters)

* Legal Terms Review (performed by Albourne)



Investment Manager Research

Output

Pre-Investment
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1
| 1
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« Allocation/rebalancing
« Monitoring
« Portfolio risk v policy

+ Performance Review &
Attribution




Investment Process
Portfolio and Risk Reporting

Itis possible to manage risk, but virtually impossible to manage returns

SITFO risk and reporting is designed to both keep the board informed and focus on information that can help lead to
better decisions with three primary components:

1. AssetAllocation

*  Assetallocation typically drives 90+% of return and risk
*  Whataretheallocation by GRID bucket and asset class? How are they different than policy?
2. ActiveRisk
*  Whereisthe portfolio different than the policy?
*  Whataretherisk attributes of the differences between the portfolio and policy?
* VaR (Contribution to VaR)
*  TrackingError
*  Riskfactors-equity, rates, credit, inflation, currency

3.  Performance

* Didthe portfolio > GRID bucket > asset class > manager meet the objective? If not, why?

*  Whatare the positive/negative contribution to both absolute and relative returns.



Investment Process
Portfolio and Risk Reporting

According to academic studies and empirical evidence, asset allocation drive approximately 90% of an institutional
portfolio’s risk and return

Strategic Asset Allocation

Manager Selection




Investment Process
Portfolio and Risk Reporting: Sample Rebalancing

SITFO Pro-Forma Cash Flows as of 09/24/21
Category Wisarion Targan  OMDLNAY UDCurrent
Cash Inflows 9/20/2021 9/27/2021 10/4/2021 10/11/2021 10/18/2021
Growth 435% 438% 435% | Accounts
Global ECUity 5 09,’0 4 5% 4 5% Beginning Cash Balance 61,827,006 60,991,600 85,248,347 89,248,347 93,818,593
h ) ) SITLA C¢ - - 2,000,000 - -
19% - - - 50000 -
26% - - 2000000 - -
US Equity 15.0% 14.8% 148%  [123Asset Manager s 10,000,000
US arge Cﬂ 8 :'c&: a 5% a 5% PDQ Capital Partners $ 5,000,000
Large Lap - - - Total i s 10,000,000 | - |s S 50000001 -
US Small Cap T0% 63% 6.3% Total Cash and i $ 71,827,006 | $ 60,991,600 | § 89,248,347 | § 94,298,347 | § 93,818,593
US Small Cap 45% Cash Outflows 9/20/2021 9/27/2021 10/4/2021 10/11/2021 10/18/2021
Microcap 18%  [istributi .
. N . |Quarterly Distribution & Expense Draw $ - s 25,000,000 | $ -
International Equity 160% 169% 167% ipti .
nternational Developed Equity  7.5% 80% 80% [l ipti $ -1 - 1s - :;i}l[::tlon &Momentum Report .
- N - N Total Distributions and $ - s 25,000,000 | $ - 1
Emerging Markets Equit, a8.55% a9% a7% - = o
eng Y ° ! Capital Activity 9/20/2021 9/27/2021 10/4/2021
Emerging Market 58%  [ogn Curent  Inteim  Current
India SMID 20%  [Placeholder Benchmark  Less Real Aszats Composite  bols  Mamantum
China 0.3% Total Distributi $ - s - |s - Systematic Comvexity 6.03% T.00% -0.07% Bloomberg Commeodity Index 067 033 100
- Total Earnings Distributions - HIDE $ S - 1S - Us Small Cap 6.90% T00% 5P Global Natural Resources Total Retum Index 056 07t 060
China A 0.6% [Total Earnings Distributions Check - HIDE $ ) - s - . -

) nar - Capital Calls Public Resl Asssts ses osoH FTSE NAREIT Timber REITs Index USD 051 s o0
Private Equity T 5% T4% T-4% placeholder B B Clobal Equity a53% =005 SLF North American Matural Resources Sactor TotalRety 058 s 0.60

Private Ecuit‘f Bu)rout 29% [x¥z Fund (300,000) Long US Treasury 2 250% Alerian MLP Index 055 071 040

Private Equity Venturs 45% :°::Ra:"aj§° Partners :;i;:;’: insurance Linked Securities sost asoi Generic 15t 'C0f Future 0.0 100

. ottom Line 794,
- e e Spitfire Ventures ‘1’435'@:‘5) TIPS 216%  250% Generic 1zt NG Future 050 100

Oppor‘tunlstlc,."Specml Situations 0.0% Rainer Fund S (578,458)| Non-US 3.82% <.00% Generic 1st 'CL" Futura 0.50 100

Real Assets 175% 167% 168% fm"f”‘:‘“:”‘k":’; I ] (164,795) Emenzing Marksts Equity eEm%  B50% Alerian MLP Infrastructurs Index 04 0.5 040
Public Real Assets 10.5% 9.9% 99% untein Pea Parners T s 0 - US Large Cap 8s1%  mo0% MSCI US REIT Index
MLP 3.0%  [Net Capltal Activity s (10,895,406)] § a3.253)] § | interational Developed Equity T Bloomberg ExEnerg, Subindex
Natural Resources 27%  [End NET Cash Balance $ 60,991,600 | $ 85,248,347 | § 89,248,347 | “=" B sk FleEnares STO Glabal Broad infastructurs Inde Fun
Securitzad A% BS0% GOLD SPOT $/0Z
Infrastructure 24%  [cash Balance asa % of AA 1.54% 0.64% 077% “ B = D
Real Estate 1.9% . i Crowth . I .

- — RUSSELL 2000 - S%P 500, 3yr Rolling Total Return, Weekly Composte  Vabe _Momentum ncome Compustte  Vobe _Momantum
Private Real Estate 4.0% 40%  40% - MSC] Japan Index o2 02t 100 Bloamberg Non-Agency Investment Grade CMBS: BooTa] __ns7 10
Private Real Assets 3.0% 29% 29% MSC| Emerging Markets Europe Middle East and Africaind __ 0.62 03 100 Bloombeng EM USD Aggregate: Comparats 05 100

Income. 27.0% 27.1% 27.1% = MSEI EAFE Index er 0 100 Bloomberg Muricipal Bond Index Total Retumnindex Val 050 100
Credit 6.0% 65%  65% . MSCI Japan SMID Cap Index 0ss a3 100 Bloomberg Pan European Agzregats Corporate Statistics| __0.50 100
B : : 5P 500 Financisls Sector GICS Lavel 11ndex 082 029 100 Bloomberg Pan-Europesn Aggregater Credit Statistics Ind__0.50 100
o S4P 500 Energy Sector GICS Level 1 Index oso 0se g0 Bloomberg CMBS Investment Grade Statistics Index 0s0 100
- SLP 500 Health Care Sector €ICS Level 1 Index oss 030 0a0 Bloomberg US Convertibles Preferreds Total RetumUnb] 038 040
) MSCI Europa Indec oss 0s0 om0 Bloomberg US Convertible: Composits Total Return Unk
Securitized 5.5% T4%  T4% - MSE| Europe SMID Cap Locsl Index om0 Bloomberg US Corporate Statistics Index
e =t Femi = 3.5% 31%  3.19% MSC India Index 100 Bloomberg US Corporate High Yield Statistics Index
Vanguard Total Werld Stock ETF 100 Bloomberg Pan-European High Yield Statistics Index
. SLP 500 Real Extate Sector GICS Level 1Indsx 100 Bloomberg US Agg ABS Statistics Indax
SEP S00INDEX 100 Bloomberg EM USD Ageragate Statistics Index
Non-Us 4.0% 39% 39% e - 24P =00 Communication Sanices Sactor GICS Level 2 Ind| 100 Sioombarg US Azzregats Stavstes Indes
o o : &P 500 Informtion Technology Sector GICS Level 1 Ind: 100 Bloomberg EM Local Currency Gow
USSR 2000255 500, 20 Pl Totel e Russell 1000 Indix 100 Bloomberg US MBS Index Statistics Index
2000 S&P 500, 3yr Rolling Total Return, Weekly - _
Private Debt T0%  61%  6.1% o MEEC| M PRONTICR WARKETS — )
MSE! India Small Cap USD 100 Defansive
- SEP 500 Consumer Discrationary Sector GICS Level 1 Indg 100 S Short-Term Traders Index
SLP 500 Consumer Stapies Sactor GICS Level 1 index 080 TSYINFLIX N/B
Defensive 120% 127% 127% - A S&P 500 Utilities Sector GICS Level £ Index 0.80 TSYINFLIXN/B
TIPS 250 229  22% W y ! MSCI Emerging Markets Latin America Index China Gout Bond Generic Bid Yield 10 Year
Long US Treasury 2 5% 0% 2.1% - SEP 500 Industrials Sector GICS Level 1 Index US TREASURY /B S0YR
. 5 Russell 2000 Indax ik Deutschland
Iz lansii T il EIE . SEP 500 Materials Sector GICS Level 1 Index SECTAIndex
Russell Microcap Index SETrend Index
MSCI China Index US TREASURY /B 10YR
MSCI CHINA A ONSHORE IndexcLocs India Gout Bond Generic id Yield 10 Year
MSCI Emerging Mariets Index Japan Covernment Ten Year Bond
Cash 0.0% 24%  24% MSC EM Asia Index Treasury Bill {U15) 50 DAY (¥)

United Kingdom Gilt




Investment Process

Portfolio and Risk Reporting: Sample Implementation

Emerging Market Equity

With the dedlines in China, EM MRG cutperformed the benchmark by ~1.2% yesterday.

EM MGR v Benchmark

as

35

/ — :
|
FJHV 28.0

Jul-20 Aug-20 Sep-20 Oct-20 Nov-20Dec-20 Jan-21 Feb-21Mar-21 Apr-21 May- Jun-21 Jul-21 Aug-21 Sep-21

15

5

21
——EMMRG v Bench ———Traling Stop ———Target1 Target2 ——Target3
Notional $ 269,071,325
Asset Allocation Trade Plan
-25% Cuml. -15% Cuml. -10% Cuml.

Current Target Distance from flm f‘lm f‘m Next 5% move in

Manager Allocation Allocation Target etk Relative Relative either direction*|
8 Performance* Performance* Performance*

EM MGR 70% 47% $ 61,886,405 | $ (15471,601) $ (15471,601) $ (15471,601) $ (15471,601)
Dull 5% 18% S (34,979,272) Have to determine if want to O/W
Don Juan 5% 18% S (34,979,272)| S (15,471,601) S (15,471,601) Don Juan or add to Dull
Untied 22% 18% $ 10,762,853
*Based upon cumulative relative performance of PPA v Benchmark (tracked in daily commentary)

Moming Comment

Whin | dust csuron th Fom Sppur hos

nce told = 1 inapproprians 1o wish somanne a Hagay Yem Kipeur. Tow custmary gresting is Way you be seabed is toe Book of Life.”

Grocery Bills

Food is more expensive than aimost anytime in the past 60 years.

wea 1080 2000 2020

FAD
Fead $00d prica i, arewained and acustd 1o inflation

S&P 500

SELP 500 ained D90 yastarday bt it 035 lomar

SEPSOD

sa0s
e
M Me Mal Rl e M M2 M epll Ml St
P Temdtier S ebeme
Russell 2000

K 15 g sty

.5 5mall Cap
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Investment Process
Portfolio and Risk Reporting: Reporting Deliverable

<
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>
Q
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(0]
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Asset class
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= quantitative
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Performance
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review &
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Board Level Reporting

Asset allocation &
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Total Portfolio Risk Report



Investment Process
Portfolio and Risk Reporting: Total Portfolio Risk Dashboard

3 Year Rolling Tracking Error . .
3 Year Rolling Relative VaR (95%)
Total Portfolio (Interpolated)

, = RVAR
B Tracking Error

3.0 115

25 110 W_
20 105

L% 1.5-\—_—\ '-——/ 100 I
é 1.0 N 95 N
= —
05 %0
00 w w w w w w w 85 ; ; ; ; ; ; ‘
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Total Portfolio (Interpolated)

) = 70/30 = TotalPortfolio (Interpolated) == TotalPortfolio Policy (Interpolated)
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Investment Process
Portfolio and Risk Reporting: Total Portfolio Risk Dashboard

3yr Rolling Relative Beta
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Investment Process
Portfolio and Risk Reporting: Total Portfolio Risk Dashboard

1 Total Portfolio (Interpolated) m Total Portfolio Policy (Interpolated)

Housing Bubble Runup
(Sept 03 - Feb 07)

Subprime Meltdown
(June 0T - Sept 08)
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Investment Process

Portfolio and Risk Reporting: Non-public Asset Class Review - Defensive Bucket Example

Polic Asset CMA
Asset Class Manager Benchmark e yt Class |Expected
BN { e ght| Return

Downside protection via
interest rate duration and
“flight to quality”

Long Duration
Treasuries

Downside protection via
Short Term TIPs
and inflation hedge

Downside protection via

System.a tic systematic strategies that
Convexity X .
provide convexity
Role:

Sunny Days
Management

Sunny Days

stable return, deflation floor, Management

YDM Group

Bloomberg 20 - 30 Year STRIP 2.5% 20.8% 1.1%
Bloomberg 0 - 5 Year US TIPs 2.5% 20.8% 1.2%
40% SG Trend

40% HFRI Macro Index 7.0% 583% 3.6%

20% Eurekahedge Long Volatility

» Given that equity is the largest risk factor in the portfolio, the allocation to defensive provides the
primary ballast against downside equity volatility.

Objectives

= Target return of CPI +2.5%; SAA benchmark allocation of 12%

= Current expected returns of 2.6% or CPI + 0.6%

= Total portfolio return objective is demanding, positive return with zero equity beta

= Time horizon and risk tolerance should allow for volatility and negative performance in any short-

term period

= Looking for convexity and liquidity, not Sharpe ratio

Annualized Performance During VIX Regimes

M Defensive -Backtest
[Real Assets

Total Annualized Return, %

40

-107

=207

B Defensive Policy - Backtest

OHigh Yield Fixed Income

Eworld Equity

41.0

12.1

-0.4

10.3

-20.1

T
Low Volatility

T
Moderate Volatility

T
High Volatility



Investment Process
Portfolio and Risk Reporting: Non-public Asset Class Review - Defensive Bucket Example

Role of Allocation

Correlation

0.25 =
-0.504
0.75
-1.00

To provide the desired hedge against broad market risks, defensive should have a Long-Term Average Correlation

low to negative correlation to other assets within the portfolio.

While correlations vary over time, the defensive allocation has a long-term negative
correlation to the other GRID allocations/risk factors.

Given equity beta is embedded throughout the portfolio and is the largest
contribution to risk, the negative correlation to equity risk is important to monitor.

Correlation

Defensive is least negatively correlated to the Real Assets as some of the assets have
duration and inflation sensitivities (REITs, MLPs, others)

-0.50 T T T
Oct-08-Jun-21 Oct-08-Jun-21 Oct-08 - Jun-21

Eworld Equity B RealAssets [ High Yield Fixed Income

12 Month Rolling Correlation

1.00

0.75

0.50

0.25

0.007

T T T T T T T T T T T
Oct-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13 Dec-14 Dec-15 Dec-16 Dec-17 Dec-18 Dec-19



Investment Process
Portfolio and Risk Reporting: Non-public Asset Class Review - Defensive Bucket Example

Exposure Summary
» Defensive has 3 asset classes: long duration U.S. Treasuries (STRIPS), short-

term Treasury Inflation Protected Securities (TIPs), and systematic Market Val Asset Allocation vs. Policy Benchmark
convexity. arket Value 16%
. . . . 350,463,277
«  While STRIPS and TIPs have important differences, the allocations are $ ’ ’ 12%
combined for analysis purposes as both programs are utilized to support .
the Defensive Risk Premium (DPR) program - described more fully in the Risk Summary interim 8%
GRIPs section. As such, the exposure is divided into 2 segments, GRIPs Statistic Portfolio  Target 2%
(Government Related Investment Products) and systematic convexity. Tracking E 1.91
3% \ racking Error : 0% _.. ..
* Despite systematic convexity having a larger allocation, defensive is Duration TIPs longUs.  Systematic  Total
dominated by interest rate risk given the high volatility of STRIPS and the | 5 Treasury  Convexity
DRP. (STRIPS)

m Portfolio m Policy Target

Defensive - Backtest
M Interest Rates [l Credit B Commodities [ Equity
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Weight, %
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USD, DSA, Smooth: Auto



Government Related
Investment Products (GRIPs)



Investment Process
Portfolio and Risk Reporting: Non-public Asset Class Review - Defensive Bucket Example

GRIPs Exposure Summary

*  While GRIPs includes an allocation to TIPs, the exposure is dominated
by long duration government securities. As noted in the asset loading

graphic, the exposure can include leverage as part of the Defensive

Market Value

Asset Allocation vs. Policy Benchmark
6%

Risk Premium (DRP) which extends duration during times of market S 132,533,441
stress.
- T L Risk Summary 4%
* The current portfolio duration is slightly short of the interim target —
. . . nterim
due to the underweight allocation in STRIPs. Statistic Portfolio  Target -
 The current 12 month tracking error (TE) is modest at 3.67, reflecting ;;a;';;';g%';"” i'g; -
the DRP is NOT active at present but has been active in the Duration 13.94 15.49 0o
measurement period. It is worth noting that the TIPS and STRIPS Equity Beta 0.18 0.16 TIps Long U.S. Treasury Total
underlying are managed passively. (STRIPS)
m Portfolio M Policy Target
GRIPs - Backtest
[ Long Duration Government M Cash
600
500
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300
2007
S 1007
® 0 N 4
= -100] ' '
-200 4
-300
-400 Y
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Investment Process
Portfolio and Risk Reporting: Non-public Asset Class Review - Defensive Bucket Example

Role of GRIPs Allocation _ , _
Annualized Performance During VIX Regimes

*  GRIPs have historically provided the desired hedge against broad market risks by EIGRIPS - Backtest WGRIPs Policy - Backrest B World Equity
producing significantly positive returns during high volatility environments. EReal Assets DHigh Yield Fixed Income

9.7
» With the trend toward secular disinflation and lower interest rates, GRIPs has produced a 40

positive return even during times of moderate volatility. 309
* GRIPshas alow correlation to the other GRID buckets/risk factors, with the least negative . - 166

correlation to real assets, due to allocations with duration and inflation sensitivities (REITs, =126 119

MLPs, others). 67 71 T4 72

5, 04
4
103

* Asnoted with the Defensive Composite, the correlations vary over time, but are negatively 0.
correlated over the long-term and during periods of higher volatility/financial stress.

Total Annualized Return, %

=207

-20.1

T T T
Low Volatility Moderate Volatility High Volatility

Long-Term Average Correlation 12 Month Rolling Correlation
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Investment Process
Portfolio and Risk Reporting: Non-public Asset Class Review - Defensive Bucket Example

Interest Rate Market Review

* Rates have been in a downtrend since the ‘80s. Many have believed a bottom in rates was imminent, only to see yields ever lower. Many believed rates had a 0%
floor, limiting potential return but those beliefs were shattered as global central bank policy pushed rates below 0%.

* Since the low of 0.7% in March 2020, 30-year rates moved 1.8% higher to 2.5% a year later. While the recent high does not appear to be material, through the first 12
weeks of 2021, the total return of -17% was one of the worst since 1989.

* Since the March 2021 peak of 2.5%, 30-year rates have moved lower, recovering some of the losses. Through the first 27 weeks of the year, returns have recovered
enough where 2021 would be consider just an average year compared to years were more significant losses occurred (1994 and 2009).

e While many consider USTs a boring asset class - the total return variability of long duration USTs paint a story akin to equities.

U.S.30-Year Interest Rate Market 25Year STRIP Total Return by Week for Each Year since 1989
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Investment Process
Portfolio and Risk Reporting: Non-public Asset Class Review - Defensive Bucket Example

GRIPs Performance Summary GRIPs Performance Summary (as of 06/30/2021)
* The GRIPs portfolio has consistently outperformed the benchmark.

Since
YTD 1Year 3Year 5Year Inception

* Although the benchmark allocation is equally split between STRIPS and ST TIPs, both Long U.S. Treasury 2.0% (11.00) (12.62) 13.13 582 5.92
absolute and excess returns for the GRIPs portfolio are dominated by the STRIPS Bloomberg 20 - 30 Yr STRIPS 2.5% (1087) (1379) 979 372 3.02
allocation. With a portfolio duration of nearly 14, the recent rise in interest rates has Difference (13 117 334 210 2.90
resulted in a negative return in both the YTD and 1-year timeframes. The 50% allocation Short Term TIPs 2.3% 281 604 345 237 2.37
to TIPs has helped to offset some of the negative STRIPS returns over the past year. BloomberailiSPoNAIIES 2.5% 278 595 413 284 284

Difference 0.03 0.09 (0.74)  (0.47) (0.47)

* Much of the excess return can be attributed to the duration extension of the DRP
program during the COVID crisis in 2020. The lack of excess return in TIPs is due to the
passive implementation.

* These equity-like changes in total return reflect the power and impact of duration.

Cumulative Return History Since 2020 Cumulative Return History Prior Year
Total Total
B GRIPs = GRIPs Policy - Backtest B GRIPs = GRIPs Policy - Backtest
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Investment Process
Portfolio and Risk Reporting: Non-public Asset Class Review - Defensive Bucket Example

GRIPs Risk Summary

= GRIPS - Backtest

Beta

-1.50
-2.00
-2.50
-3.00

The current TE of 3.67 is relatively modest in comparison to times when the
DRP is active, and the TE expands rapidly. It’s important to note, when the DRP
is active and the TE moves significantly higher, it has also been associated with
significant excess returns.

Unsurprisingly, the GRIPs portfolio and benchmark has a low to negative
equity beta. Equally unsurprising is the GRIPs portfolio has a lower equity beta
than the benchmark, particularly during times of market stress as the DRP is
activated.

In contrast, when the DRP is active, portfolio VaR is higher than the
benchmark. Once the DRP is inactive, TE, equity beta, and VaR return toward
benchmark.

12 Month Rolling Equity Beta
= GRIPs Policy - Backtest

1.00
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S b vt

-1.00
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12 Month Tracking Error & Excess Return

O12Month Rolling Tracking Error
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12 Month Rolling VaR (95%)

= GRIPS - Backtest = GRIPs Policy - Backtest
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Investment Process
Portfolio and Risk Reporting: Non-public Asset Class Review - Defensive Bucket Example

GRIPs Risk Summary

Historical Stress Test

+ How did the GRIPs portfolio perform during historical

market stress events? 0 GRIPs -Backtest M GRIPs Policy -Backtest E world Equity
[ Real Assets O High Yield Fixed Income
* By design, the GRIPs portfolio provides the ballast against ‘
market stress environments, so it’s not surprising to see the -125
portfolio and benchmark perform well in the stress events. Subprime Meltdown- ,24;"1
159
* Interestingly, during a positive market event (QE1), the 3856
GRIPs portfolio produced a positive return due to the DRP e |
becoming active and interest rate trending both lower and 307
h]gher' Global Financial Crisisq 517
27
* Itisimportant to note, while both the GRIPs benchmark and | 2022
portfolio produced positive returns, the portfolio 782
significantly outperformed during periods of extended | !0-9
. QEl 480
market stress (e.g., during the GFC). 72
23
* The portfolio outperformance relative to the benchmark in \
the stress event is due to the DRP program and the duration 9675
extension. May-11-Sep-117 -20.8*
2738
| 95.4
127
200
COVID-19 -21.3..
128
s
150 100 -50 0 50 100 15 200 250 300

Total Return,%



Defensive Composite Risk &
Return Summary



Investment Process
Portfolio and Risk Reporting: Non-public Asset Class Review - Defensive Bucket Example

Defensive Composite Risk & Return Summary

The defensive composite has historically provided the desired hedge against equity
drawdowns by producing significantly positive returns during these environments.

The defensive composite not only produces a positive return under each stress event,
but significantly outperforms the benchmark due to the DRP.

The overall risk profile and returns are dominated by the GRIPs allocation, with
systematic convexity providing an important balance, less volatile returns that are
positive in both high and low volatility environments. As the primary contributor to
both risk and return, the GRIPs allocations will be the primary driver of tracking error,
equity beta, and VaR.

Annualized Performance During VIX Regimes

CIGRIPS -Backtest W Sys Convexity - Backtest Eworld Equity
[Real Assets CIHigh Yield Fixed Income
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W Defensive - Backtest
[ Real Assets

Historical Stress Test

W Defensive Policy -Backtest B world Equity
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-25.6
-36.5
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20.6
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40.9
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Investment Process
Portfolio and Risk Reporting: Non-public Asset Class Review - Defensive Bucket Example

Defensive Composite Risk Summary

e Given GRIPs dominate influence on overall Defensive risk, the TE, beta and 22 on cting rscng e 12 Month Rolling Tracking Error & Bxcess Return
VaR will all resemble GRIPs with some moderation due to systematic
convexity

* Asnoted with GRIPs, Defensive composite TE will expand rapidly when the
DRP is active, but is associated with positive excess returns

* Overall equity beta is low to negative with portfolio beta more negative
during times of financial stress

. Defen§|ve VaR tends to be higher than the benchmark due to the duration ) .I_‘M._Hﬂ_]LrJﬂ__H_Hl.__ﬂ,ﬂ_jf_uﬁr___#ﬁ‘]“.ﬂ_“ ]
extension aspect of the DRP program. 7

WulipleStatistics
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12 Month Rolling Equity Beta 12 Month Rolling VaR (95%)

= Defensive-Backtest  ® Defensive Policy - Backtest B Defensive-Backtest M Defensive Policy - Backtest
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Investment Process
Portfolio and Risk Reporting: Non-public Asset Class Review - Defensive Bucket Example

Defensive Composite Performance Summary
Defensive Composite Performance Summary (as of 06/30/2021)

* While producing positive absolute returns over the 3-year, 5 year, and since inception (S.1.), since
the defensive composite has underperformed the benchmark across all time frames. Allocation  YTD __ 1Year 3Year 5Year lInception
Defensive Composi 10.7% (1.18) (1.06) 5.08 161 1.02
+ Underperformance in the defensive bucket is attributed to the systematic convexity ::;:e”r’:niznd‘mark 0% :2;’;; (;;i} (g';‘g) (i‘gj) ((1)';:)
allocation which has consistently underperformed the benchmark due to YDM fund/strategy
selection Long U.S. Treasury 2.0% (11.00) (12.62) 1313 5.2 5.92
’ Bloomberg 20- 30 Yr STRIPS 2.5% (10.87) (13.79) 979 372 3.02
. . . . . Diff 0.13 1.17 3.34 2.10 2.90
»  While tempting to view GRIPs favorably and systematic convexity unfavorably from both an rerence 013
absolute and excess return basis, the performance over the past year highlights the value of Short Term TIPs 2.3% 281 608 345 2% 237
. . . Bloomberg US 0-5 Yr TIPs 2.5% 2.78 5.95 4.19 2.84 2.84
the systematic convexity allocation. Difference 003 009 (074 (0.47) (0.47)
+  Systematic convexity not only fills the role of offsetting portfolio equity beta risk, but also R LongVol o e (i'ﬁ’
produces a more stable, less volatile return profile compared to GRIPs. Difference ' 430) (801) (3.61) (5.53)
Cumulative Return History Since 2020 Cumulative Return History Prior Year
Total Total
= Defensive = Defensive Policy = GRIPs = Systematic Convexity = Defensive = Defensive Policy = GRIPs = Systematic Convexity
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