How do you take your liquidity objectives from paper to practice?

GFOA's sample investment policy lists liquidity as the second of three investment objectives (safety being
first and yield being last), and states “The investment portfolio shall remain sufficiently liquid to meet all
operating requirements that may be reasonably anticipated.” With liquidity playing such a vital role in
public agency investment portfolios, it's important to consider an approach that can position your agency
to handle both known and unknown cash flows — to “reasonably anticipate” and then some. How can you
maintain the overall integrity of your investment strategy and avoid situations where liquidity is not fully
available when you need it?

We believe it's possible to prioritize liquidity in practice by using a combination of local government
investment pools and money market funds that, together, build out a robust liquidity sleeve within an
agency'’s investment portfolio. Cash management vehicles are not all the same. The idea is to
strategically allocate funds based on the specific attributes provided by that investment vehicle. Examples
of key considerations are:

e  What's the pool or fund’s investment objective?

o Does it provide a stable or floating net asset value?
o Do you have daily, next day or weekly liquidity?

e Are there withdrawal or deposit limits?

o What is the weighted average maturity?

In combination with a cash flow analysis, the answers to these questions help form the basis of your
liquidity strategy. The pool or money market fund should have this information readily available in their
information statement or prospectus. Understanding these key differences will allow you to balance the
liquidity needs of your agency with the objectives and attributes of each investment vehicle.

The added uncertainty in the economy and fixed income markets has highlighted the importance of public
agencies strategically building out a liquidity sleeve in their investment portfolio. We hope that this series
helps you understand more about liquidity as a practice and not just an objective. We want all public
agencies to have tools that help mitigate the inevitable challenges and constraints in the current
environment and beyond.

*Standard & Poor’s fund ratings are based on analysis of credit quality, market price exposure, and
management. According to Standard & Poor’s rating criteria, the AAAm rating signifies excellent safety of
invested principal and a superior capacity to maintain a $1.00 per share net asset value. However, it
should be understood that the rating is not a “market” rating nor a recommendation to buy, hold or sell the
securities. For a full description on rating methodology, visit Standard & Poor's website.

CAMPg is a registered trademark and the CAMP logos and designs are trademarks owned by the
California Asset Management Trust (Trust).

This information is for institutional investor use only, not for further distribution to retail investors, and
does not represent an offer to sell or a solicitation of an offer to buy or sell any fund or other security.
Investors should consider the Trust's investment objectives, risks, charges, and expenses before
investing in the Trust. This and other information about the Trust is available in the Trust's current


http://www.standardandpoors.com/en_US/web/guest/home

Information Sheet, which should be read carefully before investing. A copy of the Trust's information
Statement may be available by calling 1-800-729-7665 or is available on the Trust's website

at www.camponline.com. While the Trust seeks to maintain a stable net asset value of $1.00 per share, it
is possible to lose money investing in the Trust. An investment in the Trust is not insured or guaranteed
by the Federal Deposit Insurance Corporation or any other government agency. Shares of the Trust are
distributed by PFM Fund Distributors, Inc., member Financial Industry Regulatory Authority (FINRA)
(www.finra.org) and Securities Investor Protection Corporation (SIPC) (www.sipc.org). PFM Fund
Distributors, Inc. is a wholly owned subsidiary of PFM Asset Management LLC.
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