FINANCE DEPARTMENT

DATE: January 21, 2025

TO: Board of Commissioners

FROM: James Pruett, General Manager

SUBJECT: INVESTMENT REPORT FOR THE QUARTER ENDED

DECEMBER 31, 2024

Attached for your information is the quarterly report of investments as of
December 31, 2024.

The total cash and investment portfolio book value (cost) held by the District as
of December 31, 2024, was $20,122,213.

The cash and investments held by the District include the following components:
Managed Investment Portfolio ($0), State of CA Local Agency Investment Fund
($8,070, quarterly interest rate: 4.62%), California Asset Management Program
(CAMP), Pooled Investment Fund ($6,092,952, quarterly interest rate: 4.87%),
County Pool-San Mateo ($9,344,431, quarterly interest rate: 3.836%) Cash/Time
Deposits ($4,676,759), and accrued interest on investments ($0). (Earned
interest is the interest earned on investments over a specific time period, accrued
interest is the interest that an investment has earned, but hasn’t yet been
received, and paid interest is the interest that has already been received as
payment).

Cash and investments held by the District and the trustees continue to be
invested in accordance with the Government Code and the Board Investment
Policy.

During the quarter, no investments were purchased other than increasing the
Districts CAMP balance. The district started building its long-term
investment portfolio in January 2025 (which will be reflected in next
quarter’s investment report). $2.059M was invested in CAMP with the majority
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of the funds coming from the County Pool. Due to the limitations imposed by the
county of a maximum withdrawal rate of 12.5% per month, it is recommended
that the district continues to transfer funds from the County Pool to CAMP & US
Bank to continue building out the long-term investment portfolio.

Two-year Treasuries, yielding 3.66% at the beginning of the quarter ended higher
at the end of the quarter at 4.25%, which was an increase of 59 basis points for
the quarter.

The Federal Open Market Committee (FOMC) meets approximately every six
weeks and determines the level of the Federal Funds Rate. At the December
17th meeting, the FOMC voted to lower the target range for the federal
funds rate by Vi percentage point to 47 to 42 percent.

Summary from the December 17th meeting:

‘Recent indicators suggest that economic activity has continued to expand at a
solid pace. Since earlier in the year, labor market conditions have generally
eased, and the unemployment rate has moved up but remains low. Inflation has
made progress toward the Committee’s 2 percent objective but remains
somewhat elevated.

The Committee seeks to achieve maximum employment and inflation at the rate
of 2 percent over the longer run. The Committee judges that the risks to
achieving its employment and inflation goals are roughly in balance. The
economic outlook is uncertain, and the Committee is attentive to the risks to both
sides of its dual mandate.

In support of its goals, the Committee decided to lower the target range for the
federal funds rate by i percentage point to 474 to 4z percent. In considering the
extent and timing of additional adjustments to the target range for the federal
funds rate, the Committee will carefully assess incoming data, the evolving
outlook, and the balance of risks. The Committee will continue reducing its
holdings of Treasury securities and agency debt and agency mortgage-backed
securities. The Committee is strongly committed to supporting maximum
employment and returning inflation to its 2 percent objective.

In assessing the appropriate stance of monetary policy, the Committee will
continue to monitor the implications of incoming information for the economic
outlook. The Committee would be prepared to adjust the stance of monetary
policy as appropriate if risks emerge that could impede the attainment of the
Committee’s goals. The Committee’s assessments will take into account a wide
range of information, including readings on labor market conditions, inflation
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pressures and inflation expectations, and financial and international
developments.”

Finance staff hired Optimized Investment Partners in May 2024 to help improve
the investment returns for the district and to ensure compliance with California
Government Code by ensuring safety of principal and sufficient liquidity for
operations. Ongoing portfolio management activity will continue to be performed
in partnership with Optimized Investment Partners, the General Manager, the
Director of Administrative Services and the Accounting Manager.

Considering the projected timing of cash receipts and disbursements and the
structure of the Pooled Investment Portfolio, the District will be able to
comfortably meet overall cash flow needs over the next six months.

If you have any questions, please feel free to contact me at (650) 583-4400.
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