RESOLUTION NO. 18-45

Resolution Of The City Council Of The City Of Emeryville Adopting The Public
Agencies Post-Employment Benefits Trust Administered By Public Agency
Retirement Services (PARS) For Pre-funding Pension Liabilities (Program),
Appointing the City Manager as the Plan's Administrator for the Program, and
Authorizing the City Manager as the Plan Administrator for the Program to Execute
the PARS Agreement And Other Administrative Documents And To Take Other
Additional Actions

WHEREAS, the City of Emeryville (“City”) is committed to funding its pension obligations;
and

WHEREAS, the City has set funds aside to establish to a pension trust to mitigate
increases on pension costs; and

WHEREAS, PARS has made available the PARS Public Agencies Post-Employment
Benefits Trust (the “Program”) for the purpose of pre-funding pension obligations and/or
OPEB obligations; and

WHEREAS, the City of Emeryville is eligible to participate in the Program, a tax-exempt
trust performing an essential governmental function within the meaning of Section 115 of
the Internal Revenue Code, as amended, and the Regulations issued there under, and is
a tax-exempt trust under the relevant statutory provisions of the State of California; and

WHEREAS, the City’s adoption and operation of the Program has no effect on any current
or former employee’s entitlement to pension benefits; and

WHEREAS, the terms and conditions of pension benefit entitlement, if any, are governed
by contracts separate from and independent of the Program; and

WHEREAS, the City’s funding of the Program does not, and is not intended to, create
any new vested right to any benefit nor strengthen any existing vested right; and

WHEREAS, the City reserves the right to make contributions, if any, to the Program.
NOW THEREFORE, BE IT RESOLVED THAT:

1. The City Council hereby adopts the PARS Public Agencies Post-Employment
Benefits Trust, effective May 1, 2018; and

2. The City Council hereby appoints the City Manager _or his/her successor
or his/her designee as the City’s Plan Administrator for the Program; and
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3. The City’s Plan Administrator is hereby authorized to execute the PARS legal
and administrative documents on behalf of the City and to take whatever
additional actions are necessary to maintain the City’s participation in the
Program and to maintain compliance of any relevant regulation issued or as
may be issued; therefore, authorizing him/her to take whatever additional
actions are required to administer the City’s Program.

ADOPTED, by the City Council of the City of Emeryville at a regular meeting held May 1,
2018, by the following vote:

Mayor Bauters, Vice Mayor Medina and Council Members Donahue,

AYES: 5 Martinez and Patz
NOES: 0
ABSTAIN: O
ABSENT: 0
MAYOR

ATTEST: . APPROVED AS TO FORM:

l p /» " o 4 f -
CITY CLERK CITY ATTORNEY
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AGREEMENT FOR ADMINISTRATIVE SERVICES

This agreement (“Agreement”) is made this day of , 2018, between
Phase II Systems, a corporation organized and existing under the laws of the State of
California, doing business as Public Agency Retirement Services and PARS (hereinafter
“PARS”) and the City of Emeryville (“Agency”).

WHEREAS, the Agency has adopted the PARS Public Agencies Post-Employment Benefits
Trust for the purpose of pre-funding pension obligations and/or other post-employment
benefits (“OPEB”™) obligations (“Plan”), and is desirous of retaining PARS as Trust
Administrator to the Trust, to provide administrative services.

NOW THEREFORE, the parties agree:

L

Services. PARS will provide the services pertaining to the Plan as described in the
exhibit attached hereto as “Exhibit 1A” (“Services”) in a timely manner, subject to the
further provisions of this Agreement.

Fees for Services. PARS will be compensated for performance of the Services as
described in the exhibit attached hereto as “Exhibit 1B”.

Payment Terms. Payment for the Services will be remitted directly from Plan assets
unless the Agency chooses to make payment directly to PARS. In the event that the
Agency chooses to make payment directly to PARS, it shall be the responsibility of the
Agency to remit payment directly to PARS based upon an invoice prepared by PARS and
delivered to the Agency. If payment is not received by PARS within thirty (30) days of
the invoice delivery date, the balance due shall bear interest at the rate of 1.5% per
month. If payment is not received from the Agency within sixty (60) days of the invoice
delivery date, payment plus accrued interest will be remitted directly from Plan assets,
unless PARS has previously received written communication disputing the subject
invoice that is signed by a duly authorized representative of the Agency.

Fees for Services Beyond Scope. Fees for services beyond those specified in this
Agreement will be billed to the Agency at the rates indicated in the PARS” standard fee
schedule in effect at the time the services are provided and shall be payable as described
in Section 3 of this Agreement. Before any such services are performed, PARS will
provide the Agency with a detailed description of the services, terms, and applicable rates
for such services. Such services, terms, and applicable rates shall be agreed upon in
writing and executed by both parties.

Information Furnished to PARS. PARS will provide the Services contingent upon the
Agency’s providing PARS the information specified in the exhibit attached hereto as
“Exhibit 1C” (“Data™). It shall be the responsibility of the Agency to certify the
accuracy, content and completeness of the Data so that PARS may rely on such
information without further audit. It shall further be the responsibility of the Agency to
deliver the Data to PARS in such a manner that allows for a reasonable amount of time
for the Services to be performed. Unless specified in Exhibit 1A, PARS shall be under
no duty to question Data received from the Agency, to compute contributions made to the
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Plan, to determine or inquire whether contributions are adequate to meet and discharge
liabilities under the Plan, or to determine or inquire whether contributions made to the
Plan are in compliance with the Plan or applicable law. In addition, PARS shall not be
liable for non performance of Services to the extent such non performance is caused by or
results from erroneous and/or late delivery of Data from the Agency. In the event that the
Agency fails to provide Data in a complete, accurate and timely manner and pursuant to
the specifications in Exhibit 1C, PARS reserves the right, notwithstanding the further
provisions of this Agreement, to terminate this Agreement upon no less than ninety (90)
days written notice to the Agency.

Records. Throughout the duration of this Agreement, and for a period of five (5) years
after termination of this Agreement, PARS shall provide duly authorized representatives
of Agency access to all records and material relating to calculation of PARS’ fees under
this Agreement. Such access shall include the right to inspect, audit and reproduce such
records and material and to verify reports furnished in compliance with the provisions of
this Agreement. All information so obtained shall be accorded confidential treatment as
provided under applicable law.

Confidentiality. =~ Without the Agency’s consent, PARS shall not disclose any
information relating to the Plan except to duly authorized officials of the Agency, subject
to applicable law, and to parties retained by PARS to perform specific services within
this Agreement. The Agency shall not disclose any information relating to the Plan to
individuals not employed by the Agency without the prior written consent of PARS,
except as such disclosures may be required by applicable law.

Independent Contractor. PARS is and at all times hereunder shall be an independent
confractor. As such, neither the Agency nor any of its officers, employees or agents shall
have the power to control the conduct of PARS, its officers, employees or agents, except
as specifically set forth and provided for herein. PARS shall pay all wages, salaries and
other amounts due its employees in connection with this Agreement and shall be
responsible for all reports and obligations respecting them, such as social security,
income tax withholding, unemployment compensation, workers’ compensation and
similar matters.

Indemnification. PARS and Agency hereby indemnify each other and hold the other
harmless, including their respective officers, directors, employees, agents and attorneys,
from any-claim, loss, demand, liability, or expense, including reasonable attorneys’ fees
and costs, incurred by the other as a consequence of, to the extent, PARS’ or Agency’s,
as the case may be, negligent acts, errors or omissions with respect to the performance of
their respective duties hereunder.

Compliance with Applicable Law. The Agency shall observe and comply with federal,
state and local laws in effect when this Agreement is executed, or which may come into
effect during the term of this Agreement, regarding the administration of the Plan.
PARS shall observe and comply with federal, state and local laws in effect when this
Agreement is executed, or which may come into effect during the term of this
Agreement, regarding Plan administrative services provided under this Agreement.
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Applicable Law. This Agreement shall be governed by and construed in accordance
with the laws of the State of California. In the event any party institutes legal
proceedings to enforce or interpret this Agreement, venue and jurisdiction shall be in any
state court of competent jurisdiction.

Force Majeure. When a party’s nonperformance hereunder was beyond the control and
not due to the fault of the party not performing, a party shall be excused from performing

- its obligations under this Agreement during the time and to the extent that it is prevented

from performing by such cause, including but not limited to: any incidence of fire, flood,
acts of God, acts of terrorism or war, commandeering of material, products, plants or
facilities by the federal, state or local government, or a material act or omission by the
other party.

Ownership of Reports and Documents. The originals of all letters, documents, reports,
and data produced for the purposes of this Agreement shall be delivered to, and become
the property of the Agency. Copies may be made for PARS but shall not be furnished to
others without written authorization from Agency.

Designees. The Plan Administrator of the Agency, or their designee, shall have the
authority to act for and exercise any of the rights of the Agency as set forth in this
Agreement, subsequent to and in accordance with the written authority granted by the
Governing Body of the Agency, a copy of which writing shall be delivered to PARS.
Any officer of PARS, or his or her designees, shall have the authority to act for and
exercise any of the rights of PARS as set forth in this Agreement.

Notices. All notices hereunder and communications regarding the interpretation of the
terms of this Agreement, or changes thereto, shall be effected by delivery of the notices
in person or by depositing the notices in the U.S. mail, registered or certified mail, return
receipt requested, postage prepaid and addressed as follows:

(A) To PARS: PARS; 4350 Von Karman Avenue, Suite 100, Newport Beach, CA
92660; Attention: President

(B) To Agency: City of Emeryville; 1333 Park Avenue, Emeryville, CA 94608;
Attention: City Manager

Notices shall be deemed given on the date received by the addressee.

Term of Agreement. This Agreement shall remain in effect for the period beginning
May 1, 2018 and ending April 30, 2021 (“Term”). Except as provided for in paragraph 5,
this Agreement may be terminated at any time by giving thirty (30) days written notice to
the other party of the intent to terminate. Absent a thirty (30) day written notice to the
other party of the intent to terminate, this Agreement will continue unchanged for
successive twelve month periods following the Term.

Amendment. This Agreement may not be amended orally, but only by a written
instrument executed by the parties hereto.

Entire Agreement.  This Agreement, including exhibits, contains the entire
understanding of the parties with respect to the subject matter set forth in this Agreement.
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23.

24.

In the event a conflict arises between the parties with respect to any term, condition or
provision of this Agreement, the remaining terms, conditions and provisions shall remain
in full force and legal effect. No waiver of any term or condition of this Agreement by
any party shall be construed by the other as a continuing waiver of such term or
condition.

Attorneys Fees. In the event any action is taken by a party hereto to enforce the terms of
this Agreement the prevailing party herein shall be entitled to receive its reasonable
attorney’s fees.

Counterparts. This Agreement may be executed in any number of counterparts, and in
that event, each counterpart shall be deemed a complete original and be enforceable
without reference to any other counterpart.

Headings. Headings in this Agreement are for convenience only and shall not be used to
interpret or construe its provisions.

Effective Date. This Agreement shall be effective on the date first above written, and
also shall be the date the Agreement is executed.

Business License. Prior to commencement of the services to be provided hereunder,
PARS shall apply to the City of Emeryville Finance Department for a business license,
pay the applicable business license tax and maintain said business license during the term
of this Agreement, as provided in Article 1 of Chapter 1 of Title 3 of the Emeryville
Municipal Code.

Living Wage. If this Agreement provides for compensation of $25,000 or more within a
single fiscal year for providing services to the City to PARS, then PARS shall comply
with the requirements of Chapter 31 of Title 5 of the Emeryville Municipal Code
(“Living Wage Ordinance”), unless (i) this Agreement is subject to a higher prevailing
wage rate as defined in the California Labor Code, or (ii) this Agreement is subject to
federal or state laws or regulations that would preclude the application of the Emeryville
Municipal Code. Compliance with the Living Wage Ordinance, if applicable, shall be
required during the term of the Agreement for all employees of PARS who perform at
least twenty-five percent (25%) of the work arising from this Agreement, unless said
employees are otherwise exempt from the application of the Living Wage Ordinance
pursuant to Section 5-31.08. PARS shall promptly provide to the Agency documents and
information verifying compliance with the requirements of the Living Wage Ordinance
within ten (10) working days following a written request for such documentation and
information from the Agency. Failure to comply with the Living Wage Ordinance
provides that a person claiming a violation thereof may bring an action against PARS for
back pay, reinstatement and compensatory damages, as well as a penalty up to three times
the amount of damages for a willful violation, plus reasonable attorney’s fees and costs.
In addition, the Agency may terminate the Agreement and pursue any other remedies
available to the Agency, including debarment, for violations of the Living Wage
Ordinance. PARS shall notify each of its affected employees regarding wages that are
required to be paid pursuant to this Agreement. “Living Wage” means no less than
$14.83 per hour (as of July 1, 2016, subject to increase annually on July 1st to reflect the

Page 4



twelve-month average increase to the Consumer Price Index for all urban consumers in
the San Francisco-Oakland-San Jose Metropolitan Statistical Area for the preceding year
from May to April, not to exceed three percent (3%) in any one year) including wages
and health benefits. If employer contributions for health benefits are not paid on an
hourly basis, the employer must demonstrate to the Agency the hourly value of such
benefits in order to receive credit for such payments to covered employees.

AGENCY:
BY:

Carolyn Lehr
TITLE: City Manager
DATE:

PARS: / ,.
BY: /&/KLM.—j

Tod Hammeras

TITLE: Chief Financial Officer
DATE: 7/7’/ /26’ 25

Page 5



EXHIBIT 1A
SERVICES

PARS will provid'e the following services for the City of Emeryville Public Agencies Post-
Employment Benefits Trust:

1. Plan Installation Services:

(A) Meeting with appropriate Agency personnel to discuss plan provisions,
implementation timelines, actuarial valuation process, funding strategies, benefit
communication strategies, data reporting, and submission requirements for
contributions/reimbursements/distributions;

(B) Providing the necessary analysis and advisory services to finalize these elements of
the Plan;

(C) Providing the documentation needed to establish the Plan to be reviewed and
approved by Agency legal counsel within 30 days of receiving a certified resolution
of adoption of the PARS Public Agencies Post-Employment Benefits Trust by the
Agency. Resulting final Plan documentation must be approved by the Agency prior
to the commencement of PARS Plan Administration Services outlined in Exhibit 1A,
paragraph 2 below.

2. Plan Administration Services:

(A) Monitoring the receipt of Plan contributions made by the Agency to the trustee of the
PARS Public Agencies Post-Employment Benefits Trust (“Trustee™), based upon
information received from the Agency and the Trustee;

(B) Performing monthly accounting of Plan assets, reimbursements/distributions, and
investment activity, based upon information received from the Agency and/or
Trustee;

(C) Coordinating the processing of distribution payments pursuant to authorized direction
by the Agency, and the provisions of the Plan, and, to the extent possible, based upon
Agency-provided Data;

(D) Coordinating actions with the Trustee as directed by the Plan Administrator within
the scope this Agreement;

(E) Preparing and submitting a monthly report of Plan activity to the Agency, unless
directed by the Agency otherwise;

(F) Preparing and submitting an annual report of Plan activity to the Agency;

(G) Facilitating actuarial valuation updates and funding modifications for compliance
with GASB 45/75, if prefunding OPEB obligations;

(H) Coordinating annual audits of the Trust;

(I) Monitoring Plan and Trust compliance with federal and state laws, and report any
compliance issues identified by PARS to the Agency in a reasonable time period.

3. PARS is not licensed to provide and does not offer tax, accounting, legal, investment or
actuarial advice.
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EXHIBIT 1B

FEES FOR SERVICES

PARS will be compensated for performance of Services, as described in Exhibit 1A based

upon the following schedule:

An annual asset fee shall be paid from Plan assets based on the following schedule:

For Plan Assets from:

$0 to $10,000,000
$10,000,001 to $15,000,000
$15,000,001 to $50,000,000
$50,000,001 and above

Annual Rate:

0.25%
0.20%
0.15%
0.10%

Annual rates are prorated and paid monthly. The annual asset fee shall be calculated by
the following formula [Annual rate divided by 12 (months of the year) multiplied by the
Plan asset balance at the end of the month]. Trustee and Investment Management Fees

are not included.
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EXHIBIT 1C
DATA REQUIREMENTS

PARS will provide the Services under this Agreement contingent upon receiving the
following information:

L. Executed Legal Documents:
(A) Certified Resolution
(B) Adoption Agreement to the Public Agencies Post-Employment Benefits Trust

(C) Trustee Investment Forms

2. Contribution — completed Contribution Transmittal Form signed by the Plan
Administrator (or authorized Designee) which contains the following information:

(A) Agency name

(B) Contribution amount

(C) Contribution date

(D) Contribution method (Check, ACH, Wire)

3. Distribution — completed Payment Reimbursement/Distribution Form signed by the
Plan Administrator (or authorized Designee) which contains the following
information:

(A) Agency name
(B) Payment reimbursement/distribution amount
(C) Applicable statement date

(D) Copy of applicable premium, claim, statement, warrant, and/or administrative
expense evidencing payment

(E) Signed certification of reimbursement/distribution from the Plan Administrator
(or authorized Designee)

4. Other information pertinent to the Services as reasonably requested by PARS and
Actuarial Provider.
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AHiGHMARK®

CAPITAL MANAGEMENT

PARS DIVERSIFIED PORTFOLIOS

CONSERVATIVE

Q4 2017

WHY THE PARS DIVERSIFIED
CONSERVATIVE PORTFOLIO?

HighMark® Capital Management, Inc.’s (HighMark)
diversified investment portfolios are designed to
balance return expectations with risk tolerance.
Key features include: sophisticated asset allocation
and optimization techniques, four layers of
diversification (asset class, style, manager, and
security), access to rigorously screened, top tier
money managers, flexible investment options, and
experienced investment management.

Our manager review committee utilizes a rigorous
screening process that searches for investment
managers and styles that have not only produced
above-average returns within acceptable risk
parameters, but have the resources and commitment
to continue to deliver these results. We have set high
standards for our investment managers and funds.
This is a highly specialized, time consuming
approach dedicated to one goal: competitive and
consistent performance.

Flexible Investment Options

In order to meet the unique needs of our clients,

we offer access to flexible implementation strategies:
HighMark Plus utilizes actively managed mutual
funds while Index Plus utilizes index-based
securities, including exchange-traded funds. Both
investment options leverage HighMark's active asset
allocation approach.

Risk Managemen

The portfolio is constructed to control risk through
four layers of diversification — asset classes (cash,
fixed income, equity), investment styles (large cap,
small cap, international, value, growth), managers
and securities. Disciplined mutual fund selection and
monitoring process helps to drive return potential
while reducing portfolio risk.

INVESTMENT OBJECTIVE

To provide a consistent level of
inflation-protected income over
the long-term. The major portion
of the assets will be fixed
income related. Equity securities
are utilized to provide inflation
protection.

Efficient Frontier

Capital Appreciation
Balanced

Moderate

Moderately Conservative

Reward (Rate of Return)

Risk (Standard Deviation)

ASSET ALLOCATION — CONSERVATIVE PORTFOLIO

Strategic Range Policy Tactical
Equity 5—-20% 15% 15%
Fixed Income 60 — 95% 80% 79%
Cash 0-20% 5% 6%

Gross of Investment M t Fees, but
ANNUALIZED TOTAL RETURNS (Nertffé’mg‘;’gje'gilnda,_f’:é’:)me“ N

Current Quarter* 1.08%

Current Quarter” 1.17%

Blended Benchmark™* 1.00% Blended Benchmark™* 1.00%
Year To Date 6.73% Year To Date 5.52%
Blended Benchmark 5.24% Blended Benchmark 5.24%
1 Year 6.73% 1 Year 5.52%
Blended Benchmark 5.24% Blended Benchmark 5.24%
3 Year 3.70% 3 Year 3.09%
Blended Benchmark 3.13% Blended Benchmark 3.13%
5 Year 3.73% 5 Year 3.39%
Blended Benchmark 3.46% Blended Benchmark 3.46%
10 Year 4.28% 10 Year 3.75%
Blended Benchmark 3.74% Blended Benchmark 3.74%

* Retums less than 1-year are not annualized. **Breakdown for Blended Benchmark: 7.5% S&P500, 1.5% Russell Mid Cap, 2.5%
Russell 2000, 1% MSCI EM FREE, 2% MSCI EAFE, 52.25% BC US Agg, 25.75% ML 1-3 Yr US Corp/Gov't, 2% US High Yield
Master Il, 0.5% Wilshire REIT, and 5% Citi 1 Mth T-Bill. Prior to October 2012, the blended benchmarks were 12% S&P 500; 1%
Russell 2000, 2% MSCI EAFE, 40% ML 1-3 Year Corp./Govt, 40% BC Agg, 5% Citi 1 Mth T-Bill. Prior to April 2007, the blended
benchmarks were 15% S&P 500, 40% ML 1-3Yr Corp/Gov, 40% BC Agg, and 5% Citi 1 Mth T-Bill.

ANNUAL RETURNS
2008 -9.04% 2008 -6.70%
2009 15.59% 2009 10.49%
2010 8.68% 2010 7.67%
2011 2.19% 2011 3.70%
2012 8.45% 2012 6.22%
2013 3.69% 2013 3.40%
2014 3.88% 2014 4.32%
2015 0.29% 2015 0.06%
2016 4.18% 2016 3.75%
2017 6.73% 2017 5.52%

PORTFOLIO FACTS

HighMark Plus (Active) ndex Plus (Passive)

Inception Data 07/2004 Inception Data 07/2004

No of Funds in Portfolio 19 No of Funds in Portfolio 13



HOLDINGS

HighMark Index Plus (F ive
Columbia Contrarian Core Z iShares Core S&P 500 ETF
Vanguard Growth & Income Adm iShares S&P 500/Value

iShares S&P 500/Growth

iShares Russell Mid-Cap ETF

Vanguard REIT ETF

iShares Russell 2000 Value

iShares Russell 2000 Growth

iShares MSCI EAFE

Vanguard FTSE Emerging Markets ETF
Vanguard Short-Term Invest-Grade Adm
iShares Core U.S. Aggregate
PowerShares Senior Loan

First American Government Obligations Z

Dodge & Cox Stock Fund

Harbor Capital Appreciation

T. Rowe Price Growth Stock

iShares Russell Mid-Cap ETF

Vanguard REIT ETF

Undiscovered Managers Behavioral Value
T. Rowe Price New Horizons

Nationwide Bailard International Equities
Dodge & Cox International Stock

MFS International Growth |

Hartford Schroders Emerging Markets Eq
Vanguard Short-Term Invest-Grade Adm
PIMCO Total Return

Prudential Total Return

Nationwide Loomis Bond

Eaton Vance Floating Rate & High Income
First American Government Obligations Z

Holdings are subject to change at the
discretion of the investment manager.

Cash Largengg Value Real Estate
Intl Stocks  5.9% \ ’ 0.7%
3.5% Small Cap
Mid Cap 2.5%
1.1%
Large Cap Growth
1.2%
Large Cap Core _~7
3.9%
Short-Term Bond /
12.4%
Floating Rate Note _/'
2.0%

4
-\ Interm-Term Bond
64.7%

The performance records shown represent size-weighted composites of tax exempt accounts that meet the following criteria:
Composites are managed by HighMark's HighMark Capital Advisors (HCA) with full investment authority according to the
PARkS Conservative active and passive objectives and do not have equity concentration of 25% or more in one common
stock security.

The adviser to the PARS portfolios is US Bank, and HighMark serves as sub-adviser to US Bank to manage these portfolios.
US Bank may charge clients as much as 0.60% annual management fee based on a sliding scale. As of December 31, 2017,
the blended rate is 0.58%. US Bank pays HighMark 60% of the annual management fee for assets sub-advised by HighMark
under its sub-advisory agreement with US Bank. The 36 basis points paid to HighMark, as well as other expenses that may
be incurred in the management of the portfolio, will reduce the portfolio returns. Assuming an investment for five years, a 5%
annual total return, and an annual sub-advisory fee rate of 0.36% deducted from the assets at market at the end of each year,
a 10 million initial value would grow to $12.54 million after fees (Net-of-Fees) and $12.76 million before fees (Gross-of-Fees).
Additional information regarding the firm's policies and procedures for calculating and reporting performance results is
available upon request. In Q1 2010, the PARS Composite definition was changed from $750,000 minimum to no minimum.
Performance results are calculated and presented in U.S. dollars and do not reflect the deduction of investment advisory
fees, custody fees, or taxes but do reflect the deduction of trading expenses. Retums are calculated based on trade-date
accounting.

Blended benchmarks represent HighMark's strategic allocations between equity, fixed income, and cash and are rebalanced
monthly. Benchmark retumns do not reflect the deduction of advisory fees or other expenses of investing but assumes the
reinvestment of dividends and other eamings. An investor cannot invest directly in an index. The unmanaged S&P 500 Index
is representative of the performance of large companies in the U.S. stock market. The MSCI EAFE Index is a free float-
adjusted market capitalization index designed to measure developed market equity performance, excluding the U.S. and
Canada. The MSCI Emerging Markets Free Index is a free float-adjusted market capitalization index that is designed to
measure equity market performance in the global emerging markets. The Russell Midcap Index measures the performance of
the mid-cap segment of the U.S. equity universe. The Russell 2000 Index measures the performance of the small-cap
segment of the U.S. equity universe. The US High Yield Master Il Index tracks the performance of below investment grade
U.S. dollar-denominated corporate bonds publicly issued in the U.S. domestic market. Wilshire REIT index measures U.S.
publicly traded Real Estate Investment Trusts. The unmanaged Bloomberg Barclays Capital (BC) U.S. Aggregate Bond Index
is generally representative of the U.S. taxable bond market as a whole. The Merrill Lynch (ML) 1-3 Year U.S. Corporate &
Government Index tracks the bond performance of The ML U.S. Corporate & Government Index, with a remaining term to
f1|_nal maluggﬁl less than 3 years. The unmanaged Citigroup 1-Month Treasury Bill Index tracks the yield of the 1-month U.S.
reasury Bill.

HighMark Capital Management, Inc. (HighMark), an SEC-registered investment adviser, is a wholly owned subsidiary of
MUFG Union Bank, N.A. (MUB). HighMark manages institutional separate account portfolios for a wide variety of for-profit
and nonprofit organizations, public agencies, public and private retirement plans, and personal trusts of all sizes. It may also
serve as sub-adviser for mutual funds, common trust funds, and collective investment funds. MUB, a subsidiary of MUFG
Americas Holdings Corporation, provides certain services to HighMark and is compensated for these services. Past
performance does not guarantee future results. Individual account management and construction will vary depending on
each client's investment needs and objectives. Investments employing HighMark strategies are NOT insured by the
FDIC or by any other Federal Government Agency, are NOT Bank deposits, are NOT teed by the Bank or any
Bank affiliate, and MAY lose value, including possible loss of principal.

HIGHMARK CAPITAL MANAGEMENT

350 California Street
Suite 1600

San Francisco, CA 94104
800-582-4734

www.highmarkcapital.com

ABOUT THE ADVISER

HighMark® Capital Management, Inc. (HighMark) has
over 90 years (including predecessor organizations) of
institutional money management experience with more
than $14.0 billion in assets under management.
HighMark has a long term disciplined approach to
money management and currently manages assets for
a wide array of clients.

ABOUT THE PORTFOLIO MANAGEMENT TEAM
Andrew Brown, CFA®

Senior Portfolio Manager

Investment Experience: since 1994

HighMark Tenure: since 1997

Education: MBA, University of Southern California;
BA, University of Southern California

Salvatore “Tory” Milazzo Ill, CFA®
Senior Portfolio Manager
Investment Experience: since 2004
HighMark Tenure: since 2014
Education: BA, Colgate University

J. Keith Stribling, CFA®

Senior Portfolio Manager
Investment Experience: since 1985
HighMark Tenure: since 1995
Education: BA, Stetson University

Christiane Tsuda

Senior Portfolio Manager

Investment Experience: since 1987

HighMark Tenure: since 2010

Education: BA, International Christian University, Tokyo

Anne Wimmer, CFA®

Senior Portfolio Manager

Investment Experience: since 1987

HighMark Tenure: since 2007

Education: BA, University of California, Santa Barbara

Randy Yurchak, CFA®

Senior Portfolio Manager

Investment Experience: since 2002
HighMark Tenure: since 2017

Education: MBA, Arizona State University;
BS, University of Washington

Asset Allocation Committee
Number of Members: 16
Average Years of Experience: 26
Average Tenure (Years): 13

Manager Review Group
Number of Members: 7

Average Years of Experience: 20
Average Tenure (Years): 7
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WHY THE PARS DIVERSIFIED

MODERATELY CONSERVATIVE PORTFOLIO?

HighMark® Capital Management, Inc.’s (HighMark)
diversified investment portfolios are designed to
balance return expectations with risk tolerance.
Key features include: sophisticated asset allocation
and optimization techniques, four layers of
diversification (asset class, style, manager, and
security), access to rigorously screened, top tier
money managers, flexible investment options, and
experienced investment management.

Our manager review committee utilizes a rigorous
screening process that searches for investment
managers and styles that have not only produced
above-average returns within acceptable risk
parameters, but have the resources and commitment
to continue to deliver these results. We have set high
standards for our investment managers and funds.
This is a highly specialized, time consuming
approach dedicated to one goal: competitive and
consistent performance.

In order to meet the unique needs of our clients,

we offer access to flexible implementation strategies:
HighMark Plus utilizes actively managed mutual
funds while Index Plus utilizes index-based
securities, including exchange-traded funds. Both
investment options leverage HighMark’s active asset
allocation approach.

The portfolio is constructed to control risk through
four layers of diversification — asset classes (cash,
fixed income, equity), investment styles (large cap,
small cap, international, value, growth), managers
and securities. Disciplined mutual fund selection and
monitoring process helps to drive return potential
while reducing portfolio risk.

INVESTMENT OBJECTIVE

To provide current income and
moderate capital appreciation.
The major portion of the assets
is committed to income-
producing securities. Market
fluctuations should be expected.

Efficient Frontier

Capital Appreciation
Balanced

Moderate

Reward (Rate of Return)

Conservative

Risk (Standard Deviation)

ASSET ALLOCATION — MODERATELY CONSERVATIVE PORTFOLIO

Strategic Range Policy Tactical
Equity 20 - 40% 30% 30%
Fixed Income 50 - 80% 65% 67%
Cash 0-20% 5% 3%

(Gross of Investment Management Fees, but

ANNUALIZED TOTAL RETURNS Net of Embedded Fund Fees)

I(

Current Quarter* 1.94% Current Quarter* 1.83%
Blended Benchmark** 1.87% Blended Benchmark™* 1.87%
Year To Date 9.56% Year To Date 8.08%
Blended Benchmark 8.11% Blended Benchmark 8.11%
1 Year 9.56% 1 Year 8.08%
Blended Benchmark 8.11% Blended Benchmark 8.11%
3 Year 4.87% 3 Year 4.38%
Blended Benchmark 4.51% Blended Benchmark 4.51%
5 Year 5.26% 5 Year 5.06%
Blended Benchmark 5.31% Blended Benchmari 5.31%
10 Year 4.93% 10 Year 4.40%
Blended Benchmark 4.63% Blended Benchmark 4.63%

* Retums less than 1-year are not annualized. **Breakdown for Blended Benchmark: 15.5% S&P500, 3% Russell Mid Cap, 4.5%
Russell 2000, 2% MSCI EM FREE, 4% MSCI EAFE, 49.25% BC US Agg, 14% ML 1-3 Yr US Corp/Gov't, 1.75% US High Yield
Master Il, 1% Wilshire REIT, and 5% Citi 1 Mth T-Bill. Prior to October 2012, the blended benchmarks were 25% S&P 500; 1.5%
Russell 2000, 3.5% MSCI EAFE, 25% ML 1-3 Year Corp./Govt, 40% BC Agg, 5% Citi 1 Mth T-Bill. Prior to April 2007, the blended
benchmarks were 30% S&P 500, 25% ML 1-3Yr Corp/Gov, 40% BC Agg, and 5% Citi 1 Mth T-Bill.

ANNUAL RETURNS
2008 -15.37% 2008 -12.40%
2009 18.71% 2009 11.92%
2010 10.46% 2010 9.72%
2011 1.75% 2011 3.24%
2012 10.88% 2012 8.24%
2013 7.30% 2013 6.78%
2014 4.41% 2014 5.40%
2015 0.32% 2015 -0.18%
2016 4.93% 2016 5.42%
2017 9.56% 2017 8.08%

PORTFOLIO FACTS
fighMark Plus (Active ndex Plus (Passive)

Inception Data 08/2004 Inception Data 05/2005

No of Funds in Portfolio 19 No of Funds in Portfolio 13



HOLDINGS

High ¢ Plus (Active)

Columbia Contrarian Core Z

Vanguard Growth & Income Adm

Dodge & Cox Stock Fund

Harbor Capital Appreciation

T. Rowe Price Growth Stock

iShares Russell Mid-Cap ETF

Vanguard REIT ETF

Undiscovered Managers Behavioral Value
T. Rowe Price New Horizons

Nationwide Bailard International Equities
Dodge & Cox International Stock

MFS International Growth |

Hartford Schroders Emerging Markets Eq
Vanguard Short-Term Invest-Grade Adm
PIMCO Total Return

Prudential Total Return

Nationwide Loomis Bond

Eaton Vance Floating Rate & High Income
First American Government Obligations Z

STYLE

Large Cap Value
4.0%

Cash 3.5%
Intl Stocks 7.2% =

Mid Cap 2.2%

Large Cap Growth
2.5%

~

Large Cap Core
8.2%

Short-Term Bond _/
10.2%

Floating Rate Note_/

8%

Index Plus 1SSV
iShares Core S&P 500 ETF

iShares S&P 500/Value

iShares S&P 500/Growth

iShares Russell Mid-Cap ETF

Vanguard REIT ETF

iShares Russell 2000 Value

iShares Russell 2000 Growth

iShares MSCI EAFE

Vanguard FTSE Emerging Markets ETF
Vanguard Short-Term Invest-Grade Adm
iShares Core U.S. Aggregate
PowerShares Senior Loan

First American Government Obligations Z

Holdings are subject to change at the
discretion of the investment manager.

Real Estate 1.4%

Small Cap 4.5%

Interm-Term Bond
54.6%

HIGHMARK CAPITAL MANAGEMENT

350 California Street
Suite 1600

San Francisco, CA 94104
800-582-4734

www.highmarkcapital.com

ABOUT THE ADVISER

HighMark® Capital Management, Inc. (HighMark) has
over 90 years (including predecessor organizations) of
institutional money management experience with more
than $14.0 billion in assets under management.
HighMark has a long term disciplined approach to
money management and currently manages assets for
a wide array of clients.

ABOUT THE PORTFOLIO MANAGEMENT TEAM
Andrew Brown, CFA®

Senior Portfolio Manager

Investment Experience: since 1994

HighMark Tenure: since 1997

Education: MBA, University of Southern California;
BA, University of Southern California

Salvatore “Tory” Milazzo lll, CFA®
Senior Portfolio Manager
Investment Experience: since 2004
HighMark Tenure: since 2014
Education: BA, Colgate University

J. Keith Stribling, CFA®

Senior Portfolio Manager
Investment Experience: since 1985
HighMark Tenure: since 1995
Education: BA, Stetson University

Christiane Tsuda

Senior Portfolio Manager

Investment Experience: since 1987

HighMark Tenure: since 2010

Education: BA, International Christian University, Tokyo

Anne Wimmer, CFA®

Senior Portfolio Manager

Investment Experience: since 1987

HighMark Tenure: since 2007

Education: BA, University of California, Santa Barbara

Randy Yurchak, CFA®

Senior Portfolio Manager

Investment Experience: since 2002
HighMark Tenure: since 2017

Education: MBA, Arizona State University;
BS, University of Washington

The performance records shown represent size-weighted composites of tax exempt accounts that meet the following criteria:
Composites are managed by HighMark's HighMark Capital Advisors (HCA) with full investment authority according to the
PARS Moderately Conservative active and passive objectives and do not have equity concentration of 25% or more in one
common stock security.

The adviser to the PARS portfolios is US Bank, and HighMark serves as sub-adviser to US Bank to manage these portfolios.
US Bank may charge clients as much as 0.60% annual management fee based on a sliding scale. As of December 31, 2017,
the blended rate is 0.58%. US Bank pays HighMark 60% of the annual management fee for assets sub-advised by HighMark
under its sub-advisory agreement with US Bank. The 36 basis points paid to HighMark, as well as other expenses that may
be incurred in the management of the portfolio, will reduce the portfolio returns. Assuming an investment for five years, a 5%
annual total return, and an annual sub-advisory fee rate of 0.36% deducted from the assets at market at the end of each year,
a 10 million initial value would grow to $12.54 million after fees (Net-of-Fees) and $12.76 million before fees (Gross-of-Fees).
Additional information regarding the firm's policies and procedures for calculating and reporting performance results is
available upon request. In Q1 2010, the PARS Composite definition was changed from $750,000 minimum to no minimum.
Performance results are calculated and presented in U.S. dollars and do not reflect the deduction of investment advisory
fees, custody fees, or taxes but do reflect the deduction of trading expenses. Retums are calculated based on trade-date
accounting.

Blended benchmarks represent HighMark's strategic allocations between equity, fixed income, and cash and are rebalanced
monthly. Benchmark retumns do not reflect the deduction of advisory fees or other expenses of investing but assumes the
reinvestment of dividends and other earnings. An investor cannot invest directly in an index. The unmanaged S&P 500 Index
is representative of the performance of large companies in the U.S. stock market. The MSCI EAFE Index is a free float-
adjusted market capitalization index designed to measure developed market equity performance, excluding the U.S. and
Canada. The MSCI Emerging Markets Free Index is a free float-adjusted market capitalization index that is designed to
measure equity market performance in the global emerging markets. The Russell Midcap Index measures the performance of
the mid-cap segment of the U.S. equity universe. The Russell 2000 Index measures the performance of the small-cap
segment of the U.S. equity universe. The US High Yield Master Il Index tracks the performance of below investment grade
U.S. dollar-denominated corporate bonds publicly issued in the U.S. domestic market. Wilshire REIT index measures U.S.
publicly traded Real Estate Investment Trusts. The unmanaged Bloomberg Barclays Caﬁi!al (BC) U.S. Aggregate Bond Index
is generally representative of the U.S. taxable bond market as a whole. The Merrill Lynch (ML) 1-3 Year U.S. Corporate &
Government Index tracks the bond performance of The ML U.S. Corporate & Government Index, with a remaining term to
_ﬁl_nal matuéi_tlyll less than 3 years. The unmanaged Citigroup 1-Month Treasury Bill Index tracks the yield of the 1-month U.S.
reasury Bill.

HighMark Capital Management, Inc. (HighMark), an SEC-registered investment adviser, is a wholly owned subsidiary of
MUFG Union Bank, N.A. (MUB). HighMark manages institutional separate account portfolios for a wide variety of for-profit
and nonprofit organizations, public agencies, public and private retirement plans, and personal trusts of all sizes. It may also
serve as sub-adviser for mutual funds, common trust funds, and collective investment funds. MUB, a subsidiary of MUFG
Americas Holdings Corporation, provides certain services to HighMark and is compensated for these services. Past
performance does not guarantee future results. Individual account management and construction will vary depending on
each client's investment needs and objectives. Investments employing HighMark strategies are NOT insured by the
FDIC or by any other Federal Government Agency, are NOT Bank deposits, are NOT guaranteed by the Bank or any
Bank affiliate, and MAY lose value, including possible loss of principal.

Asset Allocation Committee
Number of Members: 16
Average Years of Experience: 26
Average Tenure (Years): 13

Manager Review Group
Number of Members: 7

Average Years of Experience: 20
Average Tenure (Years): 7
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our manager review committee utilizes a rigorous
screening process that searches for investment (Gross of Investment Management Fees, but
managers and styles that have not only produced ANNUALIZED TOTAL RETURNS Net of Embedded Fund Fees)

above-average returns within acceptable risk ( 5 (Active Index Pl s SiH

parameters, but have the resources and commitment Current Quarter* 2.97% Current Quarter* 2.86%

to continue to deliyer these results. We have set high Blended Benchmark** 2.95% Blended Benchmark** 2.95%
_Sr?"‘?a’di_fﬁ:lwr '"Ye?tmznt,ma"agefs and funds. Year To Date 13.19% Year To Date 11.59%
B A gy Spetilieas, itk waisuning Blended Benchmark 11.65% Blended Benchmark 11.65%
approach dedicated to one goal: competitive and 1y 131499 1y n
consistent performance. &a Sl g HleSgie
Blended Benchmark 11.65% Blended Benchmark 11.65%
Flexible Investment Options 3 Year 6.46% 3 Year 5.98%
In order to meet the unique needs of our clients, Blended Benchmark 6.20% Blended Benchmark 6.20%
we offer access to flexible implementation strategies: 5 Year 7.42% 5 Year 7.26%
HighMark Plus utilizes actively managed mutual Blended Benchmark 7.69% Blended Benchmark 7.69%
funds_vyhilg Inde>_< Plus utilizes index-based 10 Year 5.45% 10 Year 5.51%
securities, Including exchange-traded finds. Both Blended Benchmark 5.56% Blended Benchmark 5.56%
investment options leverage HighMark's active asset * Retums less than 1-year are not annualized. **Breakdown for Blended Benchmark: 26.5% S&P500, 5% Russell Mid Cap, 7.5%
llocation approach . Russell 2000, 3.25% MSC! EM FREE, 6%'MSCI EAFE. 33.§0% BC US Agg, 10% ML 1-3 Yr US Corp/Gov't, 1.50% US High Yield
a PP . Master II, 1.75% Wilshire REIT, and 5% Citi 1 Mth T-Bill. Prior to October 2012, the blended benchmarks were 43% S&P 500; 2%

Russell 2000, 5% MSCI EAFE, 15% ML 1-3 Year Corp./Govt, 30% BC Agg. 5% Citi 1 Mth T-Bill. Prior to April 2007, the blended
benchmarks were 50% S&P 500, 15% ML 1-3Yr Corp/Gov, 30% BC Agg, and 5% Citi 1 Mth T-Bill.

Dic Vianacement
JUSK Wianagement

The portfolib is constructed to control risk through ANNUAL RETURNS
four layers of diversification — asset classes (cash, HighMark Plus (Active) i
fixed income, equity), investment styles (large cap, 2008 -22.88% 2008 -18.14%
small cap, international, value, growth), managers 2009 21.47% 2009 16.05%
and securities. Disciplined mutual fund selection and 2010 12.42% 2010 11.77%
mo_nitoring Process hglps- to drive return potential 2011 0.55% 2011 2.29%
while reducing portfolio risk. 2012 12.25% 2012 10.91%
2013 13.06% 2013 12.79%
2014 4.84% 2014 5.72%
2015 0.14% 2015 -0.52%
2016 6.44% 2016 7.23%
2017 13.19% 2017 11.59%
PORTFOLIO FACTS
HighMark Plus (Active Index Plus (Passive)
Inception Data 10/2004 Inception Data 05/2006

No of Funds in Portfolio 19 No of Funds in Portfolio 13
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HIGHMARK CAPITAL MANAGEMENT

350 California Street
Suite 1600

San Francisco, CA 94104
800-582-4734

www.highmarkcapital.com

ABOUT THE ADVISER

HighMark® Capital Management, Inc. (HighMark) has
over 90 years (including predecessor organizations) of
institutional money management experience with more
than $14.0 billion in assets under management.
HighMark has a long term disciplined approach to

money management and currently manages assets for

Dodge & Cox International Stock a wide array of clients.

MFS International Growth |

Hartford Schroders Emerging Markets Eq
Vanguard Short-Term Invest-Grade Adm
PIMCO Total Return

Prudential Total Return

iShares Core U.S. Aggregate

PowerShares Senior Loan

First American Government Obligations Z ABOUT THE PORTF(?L'O MANAGEMENT TEAM
Andrew Brown, CFA®

Senior Portfolio Manager

Investment Experience: since 1994

HighMark Tenure: since 1997

Education: MBA, University of Southern California;

Holdings are subject to change at the
BA, University of Southern California

Nationwide Loomis Bond discretion of the investment manager.

Eaton Vance Floating Rate & High Income
First American Government Obligations Z

STYLE

Salvatore “Tory” Milazzo lll, CFA®
Senior Portfolio Manager
Investment Experience: since 2004
HighMark Tenure: since 2014
Real Estate, Education: BA, Colgate University
Large Cap Value 1.5%
6.8% / J. Keith Stribling, CFA®
Senior Portfolio Manager
Investment Experience: since 1985
HighMark Tenure: since 1995

Education: BA, Stetson University

Intl Stocks
12.5%

'\ Christiane Tsuda
\ Senior Portfolio Manager
i Investment Experience: since 1987
Interm-Term Bond HighMark Tenure: since 2010
39:0% Education: BA, International Christian University, Tokyo

Mid Cap —_ (-
36% N

|

Large Cap Growth
402 Anne Wimmer, CFA®

Senior Portfolio Manager

Investment Experience: since 1987

HighMark Tenure: since 2007

Education: BA, University of California, Santa Barbara

Large Cap Core _/ e

13.9% N >
_/ \__ Floating Rate Note
Short-Term Bond 1.5%

6.3%

Senior Portfolio Manager

Investment Experience: since 2002

HighMark Tenure: since 2017

Education: MBA, Arizona State University;

BS, University of Washington

The performance records shown represent size-weighted composites of tax exempt accounts that meet the following criteria:
Composites are managed by HighMark's HighMark Capital Advisors (HCA) with full investment authority according to the
PARS Moderate active and passive objectives and do not have equity concentration of 25% or more in one common stock
security.

The adviser to the PARS portfolios is US Bank, and HighMark serves as sub-adviser to US Bank to manage these portfolios.
US Bank may charge clients as much as 0.60% annual management fee based on a sliding scale. As of December 31, 2017,
the blended rate is 0.58%. US Bank pays HighMark 60% of the annual management fee for assets sub-advised by HighMark
under its sub-advisory agreement with US Bank. The 36 basis points paid to HighMark, as well as other expenses that may
be incurred in the management of the portfolio, will reduce the portfolio returns. Assuming an investment for five years, a 5%
annual total return, and an annual sub-advisory fee rate of 0.36% deducted from the assets at market at the end of each year,
a 10 million initial value would grow to $12.54 million after fees (Net-of-Fees) and $12.76 million before fees (Gross-of-Fees).
Additional information regarding the firm's policies and procedures for calculating and reporting performance results is
available upon request. In Q1 2010, the PARS Composite definition was changed from $750,000 minimum to no minimum.
Performance results are calculated and presented in U.S. dollars and do not reflect the deduction of investment advisory
fees, custody fees, or taxes but do reflect the deduction of trading expenses. Returns are calculated based on trade-date
accounting,

Blended benchmarks represent HighMark's strategic allocations between equity, fixed income, and cash and are rebalanced
monthly. Benchmark retums do not reflect the deduction of advisory fees or other expenses of investing but assumes the
reinvestment of dividends and other eamnings. An investor cannot invest directly in an index. The unmanaged S&P 500 Index
is representative of the performance of large companies in the U.S. stock market. The MSCI EAFE Index is a free float-
adjusted market capitalization index designed to measure developed market equity performance, excluding the U.S. and
Canada. The MSCI Emerging Markets Free Index is a free float-adjusted market capitalization index that is designed to
measure equity market performance in the global emerging markets. The Russell Midcap Index measures the performance of
the mid-cap segment of the U.S. equity universe. The Russell 2000 Index measures the performance of the small-cap
segmem of the U.S. equity universe. The US High Yield Master Il Index tracks the performance of below investment grade
U.S. dollar-denominated corporate bonds publicly issued in the U.S. domestic market. Wilshire REIT index measures U.S.
publicly traded Real Estate Investment Trusts. The unmanaged Bloomberg Barclays Capital (BC) U.S. Aggregate Bond Index
is generally representative of the U.S. taxable bond market as a whole. The Merrill Lynch (ML) 1-3 Year U.S. Corporate &
Government Index tracks the bond performance of The ML U.S. Corporate & Government Index, with a remaining term to
final maturity less than 3 years. The unmanaged Citigroup 1-Month Treasury Bill Index tracks the yield of the 1-month U.S.
Treasury Bill.

HighMark Capital Management, Inc. (HighMark), an SEC-registered investment adviser, is a wholly owned subsidiary of
MUFG Union Bank, N.A. (MUB). HighMark manages institutional separate account portfolios for a wide variety of for-profit
and nonprofit organizations, public agencies, public and private retirement plans, and personal trusts of all sizes. It may also
serve as sub-adviser for mutual funds, common trust funds, and collective investment funds. MUB, a subsidiary of MUFG
Americas Holdings Corporation, provides certain services to HighMark and is compensated for these services. Past
performance does not guarantee future results. Individual account management and construction will vary depending on
each client's investment needs and objectives. Investments employing HighMark strategies are NOT insured by the
FDIC or by any other Federal Government Agency, are NOT Bank deposits, are NOT g d by the Bank or any
Bank affiliate, and MAY lose value, including possible loss of principal.

Asset Allocation Committee
Number of Members: 16
Average Years of Experience: 26
Average Tenure (Years): 13

Manager Review Group
Number of Members: 7

Average Years of Experience: 20
Average Tenure (Years): 7
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CAPITAL MANAGEMENT

PARS DIVERSIFIED PORTFOLIOS

BALANCED

Q4 2017

WHY THE PARS DIVERSIFIED
BALANCED PORTFOLIO?

HighMark® Capital Management, Inc.’s (HighMark)
diversified investment portfolios are designed to
balance return expectations with risk tolerance.
Key features include: sophisticated asset allocation
and optimization techniques, four layers of
diversification (asset class, style, manager, and
security), access to rigorously screened, top tier
money managers, flexible investment options, and
experienced investment management.

Our manager review committee utilizes a rigorous
screening process that searches for investment
managers and styles that have not only produced
above-average returns within acceptable risk
parameters, but have the resources and commitment
to continue to deliver these results. We have set high
standards for our investment managers and funds.
This is a highly specialized, time consuming
approach dedicated to one goal: competitive and
consistent performance.

In order to meet the unique needs of our clients,

we offer access to flexible implementation strategies:
HighMark Plus utilizes actively managed mutual
funds while Index Plus utilizes index-based
securities, including exchange-traded funds. Both
investment options leverage HighMark’s active asset
allocation approach.

AUSK Mianagement
The portfolio is constructed to control risk through
four layers of diversification — asset classes (cash,
fixed income, equity), investment styles (large cap,
small cap, international, value, growth), managers
and securities. Disciplined mutual fund selection and
monitoring process helps to drive return potential
while reducing portfolio risk.

INVESTMENT OBJECTIVE -

To provide growth of principal
and income. While dividend and
interest income are an important
component of the objective’s
total return, it is expected that
capital appreciation will
comprise a larger portion of the
total return.

Efficient Frontier

Capital Appreciation

Moderate

Moderately Conservative

Reward (Rate of Return)

Conservative

Risk (Standard Deviation)

ASSET ALLOCATION — BALANCED PORTFOLIO

Strategic Range Policy Tactical
Equity 50 -70% 60% 60%
Fixed Income 30 -50% 35% 37%
Cash 0-20% 5% 3%

(Gross of Investment Management Fees, but

ANNUALIZED TOTAL RETURNS Net of Embedded Fund Fees)

Current Quarter® 3.37%

Current Quarter* 3.49%

Blended Benchmark™* 3.51% Blended Benchmark** 3.51%
Year To Date 15.46% Year To Date 13.39%
Blended Benchmark 13.54% Blended Benchmark 13.54%
1 Year 15.46% 1 Year 13.39%
Blended Benchmari 13.54% Blended Benchmark 13.54%
3 Year 7.25% 3 Year 6.78%
Blended Benchmark 7.06% Blended Benchmark 7.06%
5 Year 8.54% 5 Year 8.35%
Blended Benchmark 8.89% Blended Benchmark 8.89%
10 Year 5.74% 10 Year 5.63%
Blended Benchmark 6.06% Blended Benchmark 6.06%

* Retums less than 1-year are not annualized. **Breakdown for Blended Benchmark: 32% S&P500, 6% Russell Mid Cap, 9% Russell
2000, 4% MSCI EM FREE, 7% MSCI EAFE, 27% BC US Agg, 6.75% ML 1-3 Yr US Corp/Gov't, 1.25% US High Yield Master II,
2% Wilshire REIT, and 5% Citi 1 Mth T-Bill. Prior to October 2012, the blended benchmarks were 51% S&P 500; 3% Russell 2000,
6% MSCI EAFE, 5% ML 1-3 Year Corp./Gowvt, 30% BC Agg, 5% Citi 1 Mth T-Bill. Prior to April 2007, the blended benchmarks were
60% S&P 500, 5% ML 1-3Yr Corp/Gov, 30% BC Agg, and 5% Citi 1 Mth T-Bill.

ANNUAL RETURNS
2008 -25.72% 2008 -23.22%
2009 21.36% 2009 17.62%
2010 14.11% 2010 12.76%
2011 -0.46% 2011 1.60%
2012 13.25% 2012 11.93%
2013 16.61% 2013 15.63%
2014 4.70% 2014 6.08%
2015 0.04% 2015 -0.81%
2016 6.82% 2016 8.26%
2017 15.46% 2017 13.39%

PORTFOLIO FACTS

HighMark Plus (Active Index Plus (Passive)

Inception Data 10/2006  Inception Data 10/2007

No of Funds in Portfolio 19  No of Funds in Portfolio 13



HOLDINGS

viark Plus (Act

Columbia Contrarian Core Z

Vanguard Growth & Income Adm

Dodge & Cox Stock Fund

Harbor Capital Appreciation

T. Rowe Price Growth Stock

iShares Russell Mid-Cap ETF

Vanguard REIT ETF

Undiscovered Managers Behavioral Value
T. Rowe Price New Horizons

Nationwide Bailard International Equities
Dodge & Cox International Stock

MFS International Growth |

Hartford Schroders Emerging Markets Eq

iShares Core S&P 500 ETF
* iShares S&P 500/Value
iShares S&P 500/Growth
iShares Russell Mid-Cap ETF
Vanguard REIT ETF
iShares Russell 2000 Value
iShares Russell 2000 Growth
iShares MSCI EAFE
Vanguard FTSE Emerging Markets ETF
Vanguard Short-Term Invest-Grade Adm
iShares Core U.S. Aggregate
PowerShares Senior Loan
First American Government Obligations Z

Vanguard Short-Term Invest-Grade Adm
PIMCO Total Return

Prudential Total Return

Nationwide Loomis Bond

Eaton Vance Floating Rate & High Income
First American Government Obligations Z

Holdings are subject to change at the
discretion of the investment manager.

STYLE Large Cap Value
8.0% Small Cap
Real Estate | 9.0%
1.6%
Cash 2
2.7%

Intl Stocks __

15.5%
Interm-Term Bond
31.6%
Mid Cap __{
4.5%
Large Cap Growth
5.0%
gl
\ Floating Rate Note
/ —— 1.2%
Large Cap Core Short-:igz Bond
16.4% :

The performance records shown represent size-weighted composites of tax exempt accounts that meet the following criteria:
Composites are managed by HighMark's HighMark Capital Advisors (HCA) with full investment authority according to the
PARS Balanced active and passive objectives and do not have equity concentration of 25% or more in one common stock
security.

The composite name has been changed from PARS Balanced/Moderately Aggressive to PARS Balanced on 5/1/2013. The
adviser to the PARS portfoliosis US Bank, and HighMark serves as sub-adviser to US Bank to manage these portfolios. US
Bank may charge clients as much as 0.60% annual management fee based on a sliding scale. As of December 31, 2017, the
blended rate is 0.58%. US Bank pays HighMark 60% of the annual management fee for assets sub-advised by HighMark
under its sub-advisory agreement with US Bank. The 36 basis points paid to HighMark, as well as other expenses that may
be incurred in the management of the portfolio, will reduce the portfolio retumns. Assuming an investment for five years, a 5%
annual total return, and an annual sub-advisory fee rate of 0.36% deducted from the assets at market at the end of each year,
a 10 million initial value would grow to $12.54 million after fees (Net-of-Fees) and $12.76 million before fees (Gross-of-Fees).
Additional information regarding the firm's policies and procedures for calculating and reporting performance results is
available upon request. In Q1 2010, the PARS Composite definition was changed from $750,000 minimum to no minimum.
Performance results are calculated and presented in U.S. dollars and do not reflect the deduction of investment advisory
fees, custody fees, or taxes but do reflect the deduction of trading expenses. Retumns are calculated based on trade-date
accounting.

Blended benchmarks represent HighMark's strategic allocations between equity, fixed income, and cash and are rebalanced
monthly. Benchmark retumns do not reflect the deduction of advisory fees or other expenses of investing but assumes the
reinvestment of dividends and other earnings. An investor cannot invest directly in an index. The unmanaged S&P 500 Index
is representative of the performance of large companies in the U.S. stock market. The MSCI EAFE Index is a free float-
adjusted market capitalization index designed to measure developed market equity performance, excluding the U.S. and
Canada. The MSCI Emerging Markets Free Index is a free float-adjusted market capitalization index that is designed to
measure equity market performance in the global emerging markets. The Russell Midcap Index measures the performance of
the mid-cap segment of the U.S. equity universe. The Russell 2000 Index measures the performance of the small-cap
segment of the U.S. equity universe. The US High Yield Master Il Index tracks the performance of below investment grade
U.S. dollar-denominated corporate bonds publicly issued in the U.S. domestic market. Wilshire REIT index measures U.S.
publicly traded Real Estate Investment Trusts. The unmanaged Bloomberg Barclays Capital (BC) U.S. Aggregate Bond
Index is generally representative of the U.S. taxable bond market as a whole. The Merrill Lynch (ML) 1-3 Year U.S. Corporate
& Government Index tracks the bond performance of The ML U.S. Corporate & Government Index, with a remaining term to
?nal matugty less than 3 years. The unmanaged Citigroup 1-Month Treasury Bill Index tracks the yield of the 1-month U.S.
reasury Bill.

HighMark Capital Management, Inc. (HighMark), an SEC-registered investment adviser, is a wholly owned subsidiary of
MUFG Union Bank, N.A. (MUB). HighMark manages institutional separate account portfolios for a wide variety of for-profit
and nonprofit organizations, public agencies, public and private retirement plans, and personal trusts of all sizes. It may also
serve as sub-adviser for mutual funds, common trust funds, and collective investment funds. MUB, a subsidiary of MUFG
Americas Holdings Corporation, provides certain services to HighMark and is compensated for these services. Past
performance does not guarantee future results. Individual account management and construction will vary depending on
each client's investment needs and objectives. Investments employing HighMark strategies are NOT insured by the
FDIC or by any other Federal Government Agency, are NOT Bank deposits, are NOT guaranteed by the Bank or any
Bank affiliate, and MAY lose value, including possible loss of principal.

HIGHMARK CAPITAL MANAGEMENT

350 California Street
Suite 1600

San Francisco, CA 94104
800-582-4734

www.highmarkcapital.com

ABOUT THE ADVISER

HighMark® Capital Management, Inc. (HighMark) has
over 90 years (including predecessor organizations) of
institutional money management experience with more
than $14.0 billion in assets under management.
HighMark has a long term disciplined approach to
money management and currently manages assets for
a wide array of clients.

ABOUT THE PORTFOLIO MANAGEMENT TEAM
Andrew Brown, CFA®

* Senior Portfolio Manager

Investment Experience: since 1994

HighMark Tenure: since 1997

Education: MBA, University of Southern California;
BA, University of Southern California

Salvatore “Tory” Milazzo Ill, CFA®
Senior Portfolio Manager
Investment Experience: since 2004
HighMark Tenure: since 2014
Education: BA, Colgate University

J. Keith Stribling, CFA®

Senior Portfolio Manager
Investment Experience: since 1985
HighMark Tenure: since 1995
Education: BA, Stetson University

Christiane Tsuda

Senior Portfolio Manager

Investment Experience: since 1987

HighMark Tenure: since 2010

Education: BA, International Christian University, Tokyo

Anne Wimmer, CFA®

Senior Portfolio Manager

Investment Experience: since 1987

HighMark Tenure: since 2007

Education: BA, University of California, Santa Barbara

Randy Yurchak, CFA®

Senior Portfolio Manager

Investment Experience: since 2002
HighMark Tenure: since 2017

Education: MBA, Arizona State University;
BS, University of Washington

Asset Allocation Committee
Number of Members: 16
Average Years of Experience: 26
Average Tenure (Years): 13

Manager Review Group
Number of Members: 7

Average Years of Experience: 20
Average Tenure (Years): 7
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PARS DIVERSIFIED PORTFOLIOS

CAPITAL APPRECIATION Q4 2017

WHY THE PARS DIVERSIFIED INVESTMENT OBJECTIVE rientFron
icient Frontier

CAP|TAL APPREC|AT|0N PORTFOUO'? The primary goal of the Capital _

e InvESH Appreciation objective is growth %
nghMark® Capltal Management Inc s (HighMark) of principal. The major portion & Balanced
diversified investment portfolios are designed to of the assets are investedin & Moderate
balance return expectations with risk tolerance. equity securities and market = Moderately Conservative
Key features include: sophisticated asset allocation fluctuations are expected. g .
and optimization techniques, four layers of & Consaniaiive
diversification (asset class, style, manager, and Risk (Standard Deviation)

security), access to rigorously screened, top tier

money managers, flexible investment options, and ASSET ALLOCATION — CAPITAL APPRECIATION PORTFOLIO

experienced investment management. Strategic Range Pohcy Tactical

‘ P Equity 65 - 85% 75% 75%
i SOV RPN, 2 Fixed Income 10 - 30% 20% 23%
Our manager revnew commlttee utilizes a rigorous

Cash 0-20% 5% 2%

screening process that searches for investment
managers and styles that have not only produced (Gross of Investment Management Fees, but
above-average returns within acceptable risk ANNUALIZED TOTAL RETURNS Net of Embedded Fund Fees)
parameters, but have the resources and commitment
to continue to deliver these results. We have set high Current Quarter* 4.16%
standards for our investment managers and funds. Blended Benchmark** 4.34%
This is a highly specialized, time consuming Year To Date 16.72%
approach dedicated to one goal: competitive and Blended Benchmark 16.55%
consistent performance. AN 16.72%

e T hcan s Blended Benchmark 16.55%
In order to meet the unique needs of our clients, SRiE) 8'20?
we offer access to flexible implementation strategies: Blended Benchmark 8.27%
HighMark Plus utilizes actively managed mutual 5 Year 10.08%
funds while Index Plus utilizes index-based Blended Benchmark 10.56%
securities, including exchange-traded funds. Both Inception to Date (108-Mos.) 10.90%
investment options leverage HighMark's active asset Blended Benchmark 11.64%

allocation approach. ) »
* Retumns less than 1-year are not annualized. **Breakdown for Blended Benchmark: 39.5% S&P500, 7.5% Russell Mid Cap, 10.5%
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Master I, 2% Wilshire REIT, and 5% Citi 1 Mth T-Bill.

The portfolib is constructed to control risk through ANNUAL RETURNS

four layers of diversification — asset classes (cash,
fixed income, equity), investment styles (large cap, 2008 N/A%
small cap, international, value, growth), managers 2009 23.77%
and securities. Disciplined mutual fund selection and 2010 12.95%
monitoring process helps to drive return potential 2011 -1.35%
while reducing portfolio risk. 2012 13.87%
2013 20.33%
2014 6.05%
2015 -0.27%
2016 8.81%
2017 16.72%
PORTFOLIO FACTS
Inception Data 01/2009 Inception Data N/A

No of Funds in Portfolio 19 No of Funds in Portfolio 13



-HOLDINGS
HighMark Plus (Active)
Columbia Contrarian Core Z
Vanguard Growth & Income Adm
Dodge & Cox Stock Fund
Harbor Capital Appreciation

T. Rowe Price Growth Stock

iShares Core S&P 500 ETF
iShares S&P 500/Value
iShares S&P 500/Growth
iShares Russell Mid-Cap ETF
Vanguard REIT ETF

iShares Russell 2000 Value

iShares Russell 2000 Growth

iShares MSCI EAFE

Vanguard FTSE Emerging Markets ETF
Vanguard Short-Term Invest-Grade Adm
iShares Core U.S. Aggregate
PowerShares Senior Loan

First American Government Obligations Z

iShares Russell Mid-Cap ETF

Vanguard REIT ETF

Undiscovered Managers Behavioral Value
T. Rowe Price New Horizons

Nationwide Bailard International Equities
Dodge & Cox International Stock

MFS International Growth |

Hartford Schroders Emerging Markets Eq
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PIMCO Total Return

Prudential Total Return

Holdings are subject to change at the

Nationwide Loomis Bond discretion of the investment manager.
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First American Government Obligations Z

STYLE
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Large Cap Value 1.8%

10.0%

Small Cap
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Cash
2.2%
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A 7%
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Intl Stocks ___"

20.2% i
=g / Floating Rate Note

Yool /— A
~~—Short-Term Bond

y 4.0%

Mid Cap /"
5.5% y
Large Cap Growth & ; ——_Large Cap Core
6.2% 20.9%

The performance records shown represent size-weighted composites of tax exempt accounts that meet the following criteria:
Composites are managed by HighMark's HighMark Capital Advisors (HCA) with full investment authority according to the
PARS Capital Appreciation active and passive objectives and do not have equity concentration of 25% or more in one
common stock security.

The adviser to the PARS portfolios is US Bank, and HighMark serves as sub-adviser to US Bank to manage these portfolios.
US Bank may charge clients as much as 0.60% annual management fee based on a sliding scale. As of December 31, 2017,
the blended rate is 0.58%. US Bank pays HighMark 60% of the annual management fee for assets sub-advised by HighMark
under its sub-advisory agreement with US Bank. The 36 basis points paid to HighMark, as well as other expenses that may
be incurred in the management of the portfolio, will reduce the portfolio retums. Assuming an investment for five years, a 5%
annual total return, and an annual sub-advisory fee rate of 0.36% deducted from the assets at market at the end of each year,
a 10 million initial value would grow to $12.54 million after fees (Net-of-Fees) and $12.76 million before fees (Gross-of-Fees).
Additional information regarding the firm's policies and procedures for calculating and reporting performance results is
available upon request. In Q1 2010, the PARS Composite definition was changed from $750,000 minimum to no minimum.
Performance results are calculated and presented in U.S. dollars and do not reflect the deduction of investment advisory
fees, custody fees, or taxes but do reflect the deduction of trading expenses. Returns are calculated based on trade-date
accounting.

Blended benchmarks represent HighMark's strategic allocations between equity, fixed income, and cash and are rebalanced
monthly. Benchmark returns do not reflect the deduction of advisory fees or other expenses of investing but assumes the
reinvestment of dividends and other earnings. An investor cannot invest directly in an index. The unmanaged S&P 500 Index
is representative of the performance of large companies in the U.S. stock market. The MSCI EAFE Index is a free float-
adjusted market capitalization index designed to measure developed market equity performance, excluding the U.S. and
Canada. The MSCI Emerging Markets Free Index is a free float-adjusted market capitalization index that is designed to
measure equity market performance in the global emerging markets. The Russell Midcap Index measures the performance of
the mid-cap segment of the U.S. equity universe. The Russell 2000 Index measures the performance of the small-cap
segment of the U.S. equity universe. The US High Yield Master Il Index tracks the performance of below investment grade

U.S. dollar-denominated corporate bonds publicly issued in the U.S. domestic market. Wilshire REIT index measures U.S.
publicly traded Real Estate Investment Trusts. The unmanaged Bloomberg Barclays Capital (BC) U.S. Aggregate Bond
Index is generally representative of the U.S. taxable bond market as a whole. The Merill Lynch (ML) 1-3 Year U.S. Corporate
& Government Index tracks the bond performance of The ML U.S. Corporate & Government Index, with a remaining term to
final matugty less than 3 years. The unmanaged Citigroup 1-Month Treasury Bill Index tracks the yield of the 1-month U.S.
Treasury Bill.

HighMark Capital Management, Inc. (HighMark), an SEC-registered investment adviser, is a wholly owned subsidiary of
MUFG Union Bank, N.A. (MUB). HighMark manages institutional separate account portfolios for a wide variety of for-profit
and nonprofit organizations, public agencies, public and private retirement plans, and personal trusts of all sizes. It may also
serve as sub-adviser for mutual funds, common trust funds, and collective investment funds. MUB, a subsidiary of MUFG
Americas Holdings Corporation, provides certain services to HighMark and is compensated for these services. Past
performance does not guarantee future results. Individual account management and construction will vary depending on
each client's investment needs and objectives. Investments emgloying HighMark strategies are NOT insured by the
FDIC or by any other Federal Government Agency, are NOT Bank deposits, are NOT guaranteed by the Bank or any
Bank affiliate, and MAY lose value, including possible loss of principal.
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Investment Guidelines Document

Scope and Purpose

The purpose of this Investment Guidelines Document is to:

Facilitate the process of ongoing communication between the Plan Sponsor and its plan
fiduciaries;

Confirm the Plan’s investment goals and objectives and management policies applicable
to the investment portfolio identified below and obtained from the Plan Sponsor;

Provide a framework to construct a well-diversified asset mix that can potentially be
expected to meet the account’s short- and long-term needs that is consistent with the
account’s investment objectives, liquidity considerations and risk tolerance;

Identify any unique considerations that may restrict or limit the investment discretion of its
designated investment managers;

Help maintain a long-term perspective when market volatility is caused by short-term
market movements.

Key Plan Sponsor Account Information as of April 2018

Plan Sponsor: City of Emeryville

Governance: City Council for the City of Emeryville

Plan Name (“Plan”): City of Emeryville Employee Benefit Fund Pension Plan
Trustee: US Bank

Contact: Susan Hughes, 949-224-7209

susan.hughes@usbank.com

Type of Account: Pension Plan
ERISA Status: Not subject to ERISA
Investment Manager: US Bank, as discretionary trustee, has delegated investment

management responsibilities to HighMark Capital Management,
Inc. (“Investment Manager”), an SEC-registered investment
adviser

Contact: Andrew Brown, CFA, 415-705-7605
Andrew.Brown@highmarkcapital.com

City of Emeryville Employee Benefit Fund Pension Plan DRAFT
Investment Guidelines Document — HighMark Capital Management, Inc.
(v. 3-20-2018 -ARB) 2



Investment Authority: Except as otherwise noted, the Trustee, US Bank, has delegated
investment authority to HighMark Capital Management, an SEC-registered investment adviser.
Investment Manager has full investment discretion over the managed assets in the account.
Investment Manager is authorized to purchase, sell, exchange, invest, reinvest and manage the
designated assets held in the account, all in accordance with account’s investment objectives,
without prior approval or subsequent approval of any other party(ies).

Investment Objectives and Constraints

The goal of the Plan’s investment program is to provide a reasonable level of growth which, will
result in sufficient assets to pay the present and future obligations of the Plan. The following
objectives are intended to assist in achieving this goal:

e The Plan should seek to earn a return in excess of its policy benchmark over the life of
the Plan.

e The Plan’s assets will be managed on a total return basis which takes into consideration
both investment income and capital appreciation. While the Plan Sponsor recognizes the
importance of preservation of capital, it also adheres to the principle that varying degrees
of investment risk are generally rewarded with compensating returns. To achieve these
objectives, the Plan Sponsor allocates its assets (asset allocation) with a strategic
perspective of the capital markets.

Investment Time Horizon: Intermediate-Term 5 - 10 years

Anticipated Cash Flows: Assets in the Plan will seek to mitigate the impact of future rate
increases from CalPERS. The levels of disbursements in the first
five years of the Plan depend on the outcome of potential
revenue measures.

Investment Objective: The primary objective is to generate a reasonable level of
growth. The assets in this Plan will eventually be used to fund
Pension Plan obligations for assets managed in the CalPERS
Trust.

Risk Tolerance: Moderately Conservative
The account's risk tolerance has been rated moderately
conservative, which demonstrates that the account can accept
modest price fluctuations to pursue its investment objectives.

City of Emeryville Employee Benefit Fund Pension Plan
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Strategic Asset Allocation:  The asset allocation ranges for this objective are listed below:

Strategic Asset Allocation Ranges

Cash Fixed Income Equity
0-20% 50%-80% 20%-40%
Policy: 5% Policy: 65% Policy: 30%

Market conditions may cause the account’s asset allocation to vary from the stated range from
time to time. The Investment Manager will rebalance the portfolio no less than quarterly and/or
when the actual weighting differs substantially from the strategic range, if appropriate and
consistent with your objectives.

Security Guidelines:

Equities

With the exception of limitations and constraints described above, Investment Manager may
allocate assets of the equity portion of the account among various market capitalizations (large,
mid, small) and investment styles (value, growth). Further, Investment Manager may allocate
assets among domestic, international developed and emerging market equity securities.

Total Equities 20%-40%

Equity Style Range
Domestic Large Cap Equity 10%-30%
Domestic Mid Cap Equity 0%-10%
Domestic Small Cap Equity 0%-12%
International Equity (incl. Emerging Markets) 0%-12%
Real Estate Investment Trust (REIT) 0%-8%

Fixed Income
In the fixed income portion of the account, Investment Manager may allocate assets among
various sectors and industries, as well as varying maturities and credit quality that are consistent

with the overall goals and objectives of the portfolio.

Total Fixed Income 50%-80% |

High Yield securities may be purchased, but they will be held using a diversified exchange traded
fund, or mutual fund vehicle. No more than 6% exposure to high yield, of Plan assets will be
allowed.

If individual fixed income securities are purchased for the Plan, the following guidelines will be
adhered to in the management of the fixed income segment:

Eligible Investments
¢ Debt obligations of the U.S. Government, its agencies, and Government Sponsored
Enterprises
e Mortgage-Backed Securities (MBS)
o Asset Backed Securities (ABS)

City of Emeryville Employee Benefit Fund Pension Plan
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¢ Collateralized Mortgage Obligations (CMO)

e Commercial Mortgage-Backed Securities (CMBS)

e Corporate debt securities issued by U.S. or foreign entities including, but not limited to,
limited partnerships, equipment trust certificates and enhanced equipment trust
certificates

e Eligible instruments issued pursuant to SEC Rule 144(a)

e Municipal Bonds

With the exception of Debt obligations of the U.S. Government, its agencies, Government
Sponsored Enterprises and US TIPS, the total investment in any fixed income security issuer
shall not exceed 3% of total plan assets. These restrictions do not apply to fixed income funds or
ETFs.

Quality
The portfolio will maintain a minimum weighted average quality of A- at all times. Individual

securities shall have a minimum quality rating of Baa3 by Moody’s or BBB- by Standard & Poor’s
(S&P).

Duration
The manager will maintain the portfolio duration within +/- 25% of the benchmark duration at all
times.

Diversification
e No more than 5% of the portfolio assets may be invested in any individual issuer, with the
exception of securities issued or guaranteed by the U.S. Government, its agencies, and
Government Sponsored Enterprises.

e No more than 10% of the portfolio may be invested in securities issued under Rule 144A.

City of Emeryville Employee Benefit Fund Pension Plan
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Performance Benchmarks:

The performance of the total Plan shall be measured over a three and five-year periods. These
periods are considered sufficient to accommodate the market cycles experienced with
investments. The performance shall be compared to the return of the total portfolio blended
benchmark shown below.

Total Portfolio Blended Benchmark
15.50% S&P 500 Index
3.00% Russell Mid Cap Index
4.50% Russell 2000 Index
2.00% MSCI Emerging Markets Index
4.00% MSCI EAFE Index
1.00% Wilshire REIT Index
49.25% Bloomberg Barclays US Aggregate Index
14.00% ML 1-3 Year US Corp/Gov'’t Index
1.75% US High Yield Master Il Index
5.00% Citi 1Mth T-Bill Index

Asset Class/Style Benchmarks
Over a market cycle, the long-term objective for each investment strategy is to add value to a
market benchmark. The following are the benchmarks used to monitor each investment strategy:

Large Cap Equity S&P 500 Index
Growth S&P 500 Growth Index
Value S&P 500 Value Index
Mid Cap Equity Russell Mid Cap Index
Growth Russell Mid Cap Growth Index
Value Russell Mid Cap Value Index
Small Cap Equity Russell 2000 Index
Growth Russell 2000 Growth Index
Value Russell 2000 Value Index
REITs Wilshire REIT Index
International Equity MSCI EAFE Index
Investment Grade Bonds Bloomberg Barclays Capital Aggregate Index
High Yield US High Yield Master Index
Security Selection

Investment Manager may utilize a full range of investment vehicles when constructing the
investment portfolio, including but not limited to individual securities, mutual funds, and exchange-
traded funds. In addition, to the extent permissible, Investment Manager is authorized to invest in
shares of mutual funds in which the Investment Manager serves as advisor or sub-adviser.
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Investment Limitations:

The following investment transactions are prohibited:

» Direct investments in precious metals (precious metals mutual funds and exchange-traded
funds are permissible).

* Venture Capital

+  Short sales*

* Purchases of Letter Stock, Private Placements, or direct payments

* Leveraged Transactions*

+ Commodities Transactions Puts, calls, straddles, or other option strategies®

* Purchases of real estate, with the exception of REITs

» Derivatives, with exception of ETFs*

*Permissible in diversified mutual funds and exchange-traded funds

Duties and Responsibilities

Responsibilities of Plan Sponsor
The Plan Administrator for the City of Emeryville is responsible for:

Confirming the accuracy of this Investment Guidelines Document, in writing.

Advising Trustee and Investment Manager of any change in the plan/account’s financial
situation, funding status, or cash flows, which could possibly necessitate a change to the
account’s overall risk tolerance, time horizon or liquidity requirements; and thus would
dictate a change to the overall investment objective and goals for the account.
Monitoring and supervising all service vendors and investment options, including
investment managers.

Avoiding prohibited transactions and conflicts of interest.

Responsibilities of Trustee
The plan Trustee is responsible for:

Valuing the holdings.
Collecting all income and dividends owed to the Plan.
Settling all transactions (buy-sell orders).

Responsibilities of Investment Manager
The Investment Manager is responsible for:

Assisting the Plan Administrator with the development and maintenance of this
Investment Policy Guideline document.

Meeting with Plan Administrator to review portfolio structure, holdings, and performance.
Designing, recommending and implementing an appropriate asset allocation consistent
with the investment objectives, time horizon, risk profile, guidelines and constraints
outlined in this statement.

Researching and monitoring investment advisers and investment vehicles.

Purchasing, selling, and reinvesting in securities held in the account.

Monitoring the performance of all selected assets.

Voting proxies, if applicable.

Recommending changes to any of the above.
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= Periodically reviewing the suitability of the investments, being available to meet with the
committee at least once each year, and being available at such other times within reason
at your request.

= Preparing and presenting appropriate reports.

= Informing the committee if changes occur in personnel that are responsible for portfolio
management or research.

Acknowledgement and Acceptance

I/We being the Plan Sponsor with responsibility for the account(s) held on behalf of the Plan
Sponsor specified below, designate Investment Manager as having the investment discretion and
management responsibility indicated in relation to all assets of the Plan or specified Account. If
such designation is set forth in the Plan/trust, I/We hereby confirm such designation as
Investment Manager.

| have read the Investment Guidelines Document, and confirm the accuracy of it, including the
terms and conditions under which the assets in this account are to be held, managed, and
disposed of by Investment Manager. This Investment Guidelines Document supersedes all
previous versions of an Investment Guidelines Document or investment objective instructions that
may have been executed for this account.

Date:

Plan Sponsor: City of Emeryville

Date:
Investment Manager: Andrew Brown, CFA, Portfolio Manager, (415) 705-7605
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