CIBCO

HOBSON CHAHAL
ADVISORY GROUP
WOOD GUNDY

City of Fort Saskatchewan
Investment Policy Update

Prepared by:
James Hobson, CFA, Portfolio Manager
Charet Chahal, CFA, Portfolio Manager

March 2024




Our Investment Process

CIBCO

1. MGA - section 250 :||>

1. Annual Policy Review|  Review and
2. Portfolio Rebalancing[ Rebalancing

Governing ' Investment

Legislation Policy

Investment

Portfolio

Portfolio
Management
\
1. Portfolio Strategy\

2. Asset Allocation
3. Investment Tools

{

en 9] o B [N [

Market 1. Return Expectations
Environment 2. Market Risks

Risk Tolerance

Return Objectives

Time Horizon

Liquidity Needs
Legislative Requirements
Other Considerations



Investment Policy: Best Practices

A well-written investment policy should address the following in detail:
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Further Mitigating Risk - Appendix 1: Schedule of Approved Investments

Long-term Portfolio
« Per security restriction
« Add: diversification restriction limiting individual securities to 15% of total portfolio

« Rationale: no per security restriction increases the potential of concentration risk. By

introducing a 15% per security restriction, we ensure increased diversification
 Institutional Limit
* Increase institutional limit on Schedule | Banks from 20% to 35% and group for the entire
section

« Rationale: recommend increasing the institutional limit for Schedule | Banks as the current

restrictions limit the opportunity set and may result in lower returns over time



Further Mitigating Risk - Appendix 1: Schedule of Approved Investments

Long-term Portfolio
« Portfolio Limit
* Increase portfolio limit on Schedule | Banks from 40% to 75%

« Rationale: recommend increasing the portfolio limit for Schedule | Banks to 75% as the credit

rating quality restriction ensures deposit capital preservation. The current restrictions limit the
opportunity set and may result in lower returns over time

« Term limits
* Reduce maximum term on all issuers to 15 years

« Rationale: term limits greater than 15 years are too long of a maturity in our opinion as this

conflicts with the objective of liquidity due to significant interest rate risk and price volatility



Further Mitigating Risk - Appendix 1: Schedule of Approved Investments

« Corporate Bonds
 Remove section completely

« Rationale: The MGA section 250 fully defines which securities or issuers are allowable. Remove

this section as it increases risk to misinterpretation of investments allowed as per the MGA



Further Mitigating Risk - Appendix 1: Schedule of Approved Investments

LONG TERM PORTFOLIO — TERMS OF MORE THAN 1 YEAR
Maximum
Institutional Minimum Remaining
Limit Fortfolio Limit DERS Rating Term
Government — Securities issued or guaranieed by:
Federal Government of Unlimited Unlimited A (low) 15 years
Canada, a Provincial or
Territorial Government of
Canada, or an agent
thereof
Municipality, school 20% 40% A (low) 15 years
division, or regional
Services commission
incorporated in Alberta
Schedule | Banks: 35%
Bonds ] 75% A (low) 15 years
Principal Protected Dy 40% A (low) 10 years
Motes
Guaranteed Investment el 40% A (low) 5 years
Certificates
Other Financial Institutions?*
Bonds 10% 30% A (low) 15 years
Guaranteed Investment 20% 40% A (low) 5 years
Certificates’
DUII;J 1U J'b U0 F:\ I‘:U'ﬂ} Lw | _'f’\_.ul-_'l
Pooled Funds
In accordance with the 25% 15 years
Alberta Municipal
Government Act




Other Considerations

 Remove note 5, “in excess of Provincial or Federal Government guarantees”
» Related to GIC’s of other financial institutions

« Explicitly limit Tier I, credit unions, and trust corporations to a portfolio maximum of 40%



Guiding Principles

4.6 Return and Performance Standards

« “Atleast annually, the City will benchmark the return on investments against the Alberta Consumer

Price Index to assess if the City’s investments are exceeding inflation on average over the preceding
five-year period.”

Change: “Alberta Consumer Price Index” for “average Canadian Consumer Price Index”

Rationale: Provincial CPI data can sometimes lead to increased volatility due to microeconomic data which

does not accurately reflect the average CPI index. Additionally, benchmarking portfolio yields comprised of
macroeconomic factors against localized data can lead to tracking error




Guiding Principles

4.9 Conflict of Interest/Ethics

Add subsection:

“c. Strict adherence to the CFA Institute Code of Ethics and Standards of Professional Conduct along
with the CFA Institute Asset Manager Code shall apply to all investment related matters.”

Rationale: The CFA Institute Code of Ethics and Standards of Professional Conduct and the CFA Institute
Asset Manager Code are the gold standard for the investment industry. By referencing their adherence in
the policy, the City ensures the most up to date ethics policies are utilized in the management of their

portfolio




Disclaimers

CIBC World Markets Inc., CIBC World Markets Corp., CIBC World Markets Plc., CIBC Australia Limited and certain other corporate banking and capital markets activities of Canadian Imperial Bank of Commerce operate
under the brand name CIBC Capital Markets.

This report is issued and approved for distribution by (a) in Canada, CIBC World Markets Inc., a member of the Investment Industry Regulatory Organization of Canada, the Toronto Stock Exchange, the TSX Venture
Exchange and a Member of the Canadian Investor Protection Fund, (b) in the United Kingdom, CIBC World Markets plc, which is regulated by the Financial Services Authority, and (c) in Australia, CIBC Australia Limited, a
member of the Australian Stock Exchange and regulated by the ASIC (collectively, “CIBC”) and (d) in the United States either by (i) CIBC World Markets Inc. for distribution only to U.S. Major Institutional Investors (“MIlI”)
(as such term is defined in SEC Rule 15a-6) or (ii) CIBC World Markets Corp., a member of the Financial Industry Regulatory Authority. U.S. Mlls receiving this report from CIBC World Markets Inc. (the Canadian broker-
dealer) are required to effect transactions (other than negotiating their terms) in securities discussed in the report through CIBC World Markets Corp. (the U.S. broker-dealer).

This report is provided, for informational purposes only, to institutional investor and retail clients of CIBC World Markets Inc. in Canada, and does not constitute an offer or solicitation to buy or sell any securities discussed
herein in any jurisdiction where such offer or solicitation would be prohibited. This document and any of the products and information contained herein are not intended for the use of private investors in the United
Kingdom. Such investors will not be able to enter into agreements or purchase products mentioned herein from CIBC World Markets plc. The comments and views expressed in this document are meant for the general
interests of wholesale clients of CIBC Australia Limited.

This report does not take into account the investment objectives, financial situation or specific needs of any particular client of CIBC. Before making an investment decision on the basis of any information contained in this
report, the recipient should consider whether such information is appropriate given the recipient’s particular investment needs, objectives and financial circumstances. CIBC suggests that, prior to acting on any information
contained herein, you contact one of our client advisers in your jurisdiction to discuss your particular circumstances. Since the levels and bases of taxation can change, any reference in this report to the impact of taxation
should not be construed as offering tax advice; as with any transaction having potential tax implications, clients should consult with their own tax advisors. Past performance is not a guarantee of future results.

The information and any statistical data contained herein were obtained from sources that we believe to be reliable, but we do not represent that they are accurate or complete, and they should not be relied upon as such.
All estimates and opinions expressed herein constitute judgments as of the date of this report and are subject to change without notice.

This report may provide addresses of, or contain hyperlinks to, Internet web sites. CIBC has not reviewed the linked Internet web site of any third party and takes no responsibility for the contents thereof. Each such
address or hyperlink is provided solely for the recipient’'s convenience and information, and the content of linked third-party web sites is not in any way incorporated into this document. Recipients who choose to access
such third-party web sites or follow such hyperlinks do so at their own risk.

© 2022 CIBC World Markets Inc. All rights reserved. Unauthorized use, distribution, duplication or disclosure without the prior written permission of CIBC World Markets Inc. is prohibited by law and may
result in prosecution.
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Questions?
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