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SECTION 1

Optimal Investment Program for
the City of Costa Mesa




‘Chandler Asset Management
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Add total return benchmark language for evaluating portfolio risk and return

Consider greater diversification for Agency securities

Indemnification and Conflict of Interest language

Consider including language about Risk Management and Mitigation

Utilize Prudent Investor Standard from CGC 53600.3

{_engthen the duration of the portfolio for longer-term growth

Add core holding of 15%-25% in U.S. Treasury Securities

Diversify Agency callables with Agency bullets

Consider high quality short-term Commercial Paper and NCD's

Consider high quality Corporates and high quality Asset Backed Securities

This information is provided by special request, and does not create any contractual or fiduciary relationships between parties at this time.




3 Year Bullet/Callable Agency Comparison

3 Year Maturity Yields
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0.70% ' '
0.60%
0.50%
0.40% -
0.30% -
0.20% -
0.10% -
0.00% -

0.57%

0.47%

3Year Bullet Agency 3 Year Callabie Agency BreakEven Yield for 1.5
with a 1x call YearsBullet, 1.5 Years
Forward

* Cash flows are uncertain; investors dislike uncertainty
= Liquidity for callable notes is lower than for bullet issues
= Reinvestment risk is elevated since principal, as well as interest, may have to be reinvested.

= Price appreciation is capped near the redemption price for callable notes — depreciation is
not capped (negatively convex).

»  Actual duration of a callable note is unknown. . )

* Graph Source: Bleomberg
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] Return Comparison

Sector Performance Return Comparison
As of March 13, 2013

Commercial Paper (270 days) | 0.23%
Negotiable CD’s (270 days) 0.27%
3 Year Treasury 0.41%
3 Year Agency 0.47%
3 Year Asset Backed Securities 0.58%
3 Year Corporate 0.66-1.06%

*Graph Scurce: Bioomberg




Growth in millions

Dec-02
Jun-03 =3

Dec-03
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Dec-04
Jun-05
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Jun-07
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Jun-08

Source: Index refum information pmvfu’éd by Bank of America/Merill Lynch; California State Treasurer Locel Agency Invetment Fund (LAIF)

Value on 12/31/2012 of $50 million invested 12/31/2002

Dec-08
Jun-09
Dec-09
Jun-16
Dec-10 £
Jun-11
Dec-11
Jun-12
Dec-12

1213172012 Annualized Refurn

LAIF $62,042,271 2.18%
1-3 Yr Government Benchmark $65 977,922 2.81%
1-5 Yr Government Benchmark $69,565,217 - 3.36%
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= LAIF =  Target generally to a higher duration
to enhance the potential to increase

= Matching maturities to known earnings

expenditures

_ = |nvest in liquid securities:
= Money market instruments

]

_ U.S. Treasury Securities
= Agency Discount Notes

B

, U.S. Agency Securities
= Commercial Paper

=]

High-Grade Corporate Bonds

= Certificates of Deposit (where authorized)




SECTION 2

Adherence to Forward-Thinking,
Risk-Controlied Philosophy and Process




We believe our forward thinking, risk controlled

process results in client investment programs that

protect principal, manage risk and enhance income
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Constraining portfolio duration relative to the benchmark

Strategic allocations to key sectors, with value-based
rotation
across maturities

Positioning securities along the yield curve to capture value

Selecting bonds that we believe are undervalued and offer
the greatest potential for risk-adjusted return
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More Than A Portfolio—A Comprehensive Investment
Program

- Benchmark
Selection

Cash Continual
Flow Compliance
Modeling Monitoring




MR/ Facilitating Communication and Decision Making

Investment Management Committee

Economic and Market
Analysis Committee

Quantitative Analysis
Committee

Credit Committee

Economic Qutlook
Market Analysis

Develops Interest Rate
Scenario [nputs for HAM

Reviews Data From
Committees
Produces HAM Analysis

Produces Quantitative
Analysis for all Committees

Improves Model Technology

Secter Committee

Fundamental Credit Analysis

Evaluates Securities Relative
Value Analysis

Maintains Approved/Buy Lists

And Methods )

* Committee Chair

Sector Valuation
New Sectors Analysis
Develops Valuation Inputs
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Proprietary quantitative Horizon Analysis Model suggests sector
allocation and term structure.

The security selection process employs quantitative tools and
rigorous qualitative analysis to determine relative value.




MR selecting Securities Through Bottom-Up Credit Research

Issuer-Specific .
Research & Analysis -

Split
Unanimous Decision

4

Further Evaluation

F
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Chandler Investment Styles
10-Year Returns
December 2002 — December 2012

LAIF 0.62 2.18% $62 million
Cg;‘;ft'eBro"::g a 1.01 2.46% $63.8 million
Limﬁgg“ﬁ;‘:{mw 173 3.11% $67.9 million
Ch.?e':f':eéfnhdm 2.45 3.61% $71.3 million

Sample fee calculated for a $50 million portfolio. Past performance is not a guarantee of future results. Please see attached GIPS® Compliant Performance Presentations.
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SECTION 3

Chandler: Offering Safety,
Liquidity and Return
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Specializing in Fixed Income Asset Management

® Independent & Employee-Owned

Fixed income specialist since 1988

»  Serve insfitutions with public sector focus

Assets Under Management®
$6.4 Billion

Fully aligned with client interests

m Custom Investment Programs

Designed to address each client’s objectives

and policies Public
Agency 75%

Proactive approach to communication Non-Profit
18%
Full suite of fimely, comprehensive reports
m Skilled Fixed Income Team
tndividuals

Strategic team-based decision making vid

Disciplined, forward-thinking investment
philosophy and process

Chartered Financial Analyst® designation

*As of 12/31/2012




'. ity of 7. |
City of Buena Park 2006
Big Independent Cities Excess Pool 1996
City of Chino Hills 2011
City of Corona | 2006
City of La Habra 1999
City of La Mirada 2008
City of Long Beach 2009
City of Moreno Valley 2010
City of Newport Beach | 1991
City of Westminster 2003

* 1t s not known whether the listed clients approve or disapprove of Chandler Asset Management services provided. List of neighboring clients in alphabetical order. List includes discretionary and non-discretionary accounts.
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I CFA Leads the investment team 1987 1991
CEO, Chief Investment Officer Oversight of the firm's business
CFA Qversight of client portfolios 1987 1999
SVP, Portfolio Manager Portfolio management and trading
CFA Oversight of portfolio management, desk operations 1994 1995
SVP, Portfolio Manager Partfolio management and trading
CFA
i - i 1992 2011
I SVP, Portfolio Manager Portfolio management and trading 99
i jsi 2000 2009
| VP, Credit Analyst Credit analysis ,
I .
2010 2012
Assistant Portfolio Manager Portfolio management support and research _
2008 2012

Portfolic Management Associate

Analyst

CFA

| Cperations, IT Manager

i i i i 975 1988
President Strategic planning and client service 1
I /D Leads investment operations team 2000 2001
COO, Chief Compliance Officer Regulatory compliance
VP, Client Service Client service and relationship management 1997 2004
Investment operations and IT resource 2003 2004




SECTION 4

Comprehensive
Investment Program
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" i Implementing the Comprehensive Investment Program

Your objectives will form the basis for our recommendations

1. Define cashflow requirements Cashflow forecast

2. Segment portfolio Liquidity/Reserve

3. Review risk benchmarks Market indexes with different risk/return profiles
4. Compare Chandler styles to benchmarks Our composites and our customized portfolios

5. Select investment style and benchmark This documents your risk/return preferences

6. Structure portfolio into selected style We will manage the portfolio to your risk profile

7. Regular reports and meetings We will report perforrg::;e] n?:riompared to your risk




LM Establishing the Account

1.  Execute agreement Week 1 Costa Mesa and Chandler

2. Account establishment documents Week 1-2 Costa Mesa and Chandler

3. Assign online access, desighate signers | Week 1-.2 Costa Mesa and Chandler

4. Review and select custodian Complete/Bank of New York | City of Costa Mesa

5. Investment policy review ' Week 2 Chandler Asset Management

6. Review cash flow projections Week 2-3 Kick-off meeting City of Costa Mesa and Chandler
7. Select investment strategy Week 2-3 Kick-off meeting City of Costa Mesa and Chandler
8. Establish scheduie for meetings Week 2-3 Kick-off meeting City of Costa Mesa and Chandler
9. Input investment constraints in CRD Week 2-3 Chandler Asset Management

10. Monthly reports by 3 business day C’I\:/;f:)rl?tﬁsiness Day of each Chandler Asset Management

11. Prepare and provide GASB 40 report Annually Chandler Asset Management
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Chandler Proprietary Horizon Analysis Model Compliance and Trade Allocation
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Providing Transparency Through Customized Reporting

Monthly Reports available by the 3 business day
=  Reports designed for use by management

: = Detailed portfolio accounting available on our secure online report viewer 24/7

= Holdings, daily transactions, prior reports

Quarterly Reports in person with portfolio management

= Economic overview

= Strategy and cash flow discussions

€AY ACGOUNT PROFILE
T
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Direct contact with
assigned PM

Reguiar meetings
with management
and board

Daily monitoring of
portfolio

Initial and ongoing
Policy review

» Investment reports
delivered by 37
business day

+ Monthly statement
of compliance to
each client

+ Daily and monthly
reconciliation with
Banks




SECTION 5

Final Thoughts
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' Ensuring the Right Partner for the City of Costa Mesa

w The investment program we manage for you will be specifically tailored
to your unique requirements.

Our safety focused investment approach employs a forwardéthinking,
risk-controlled discipline designed to achieve above-benchmark returns.

You will have confidence that you have selected a firm that is working
hard to help achieve the City’s goals of increased transparency and
financial stability as you celebrate your 60" anniversary.

We look forward to fulfilling your investment objectives and
exceeding your expectations in every way.




SECTION 6

Professional Credentials
and Disclosures
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President

B s the president of Chandler Asset Management
and founded the firm in 1988. Ms. is responsible for

overseeing all aspects of the firm's investment process. She
leads client service and communication and is focused on the
strategic direction of the firm. Recognized for her expertise, she
is frequently asked to speak on topics such as investment
policy, portfolio management, and the risk characteristics of
fixed income securities.

Ms. I crved as the investment officer for the County of
San Diego from 1975 until 1983 and then in the same position
for the City of San Diego from 1983 until 1985. As a Managing
Director at Pacific Century Advisers from 1985 until 1988, she
managed over $1 billion in fixed-income assets for institutional
investors. She is a co-author of The California Public Fund
Investment Primer, commissioned by the California State
Treasurer and published in 2005.

Ms. [l received her BA. from Oberlin College in 1970,
and attended graduate school at San Diego State University.
She is a member of the CFA Society of San Diego and holds
the designation of Chartered Financial Analyst.

She is a member of the Board of Governors of the San Diego
Foundation and serves as a member of the Foundation’s
investment Committee.

I -~

CEO, Chief Investment Officer

_ is the chief executive and investment officer at
Chandler Asset Management and is a principal of the firm. Mr.
E s rcsponsible for defining, planning, and directing
company pregrams. He heads implementation of the firm's
investment sfrategies and portfolio risk management. He
designed the proprietary quantitative models that drive our
investment process, establishing duration, structure, and asset
allocation throughout client portfolios.

Mr. Il icined Chandler Asset Management in 1991 from
the City of San Diego where he managed a $1 billion fixed
income portfolio. He began his investment career in 1987
managing portfolios at World Savings and Loan.

Mr.- received his B.S. in finance from California State
University, Hayward. He is a member of the CFA Society of
San Diego and holds the designation of Chartered Financial
Analyst. He is also a member of the California Association of
Joint Power Authorities (CAJPA) finance committee.




Senior Vice President, Portfolio Manager

B s = scnior vice president and senior portfolio
manager at Chandler Asset Management. in addition to his

duties as a portfolio manager, he oversees daily trading and is
responsible for implementing portfolio strategy. Mr. _

leads the Portfolio Management and Sector Committees.

Prior to joining Chandler Asset Management in 1999, Mr.

served as a vice president and fund manager for
Sefton Capital Management. He was responsible for the
management of over $300 million in both mutual fund vehicies
and individually managed institutional portfolios. From 1988
through 1994, Mr. | managed money market and
enhanced money market funds for San Diego Trust and
Savings Bank and its successor, San Diego Financial Capital
Management.

Mr._earned both his B.A. and M.B.A._ in finance from
San Diego State University. He is a member of the CFA
Society of San Diego and holds the designation of Chartered
Financial Analyst.

Vice President, Client Service

vice president of client service. Ms. Il is an active member
of CSMFQ, CMTA and GFOA. Her focus is on the development
of client relationships and client service. Ms. |Jjlijhas more
than ten years of financial industry experience.

Prior to joining Chandler, Ms. -was employed at Nicholas
Applegate Capital Management for five years, as an
institutional client service assistant, then as an assistant
marketing manager for the managed accounts division of the
firm where she worked on marketing initiatives, developing
collateral material and product communication pieces.

Ms. il carned her B.A. in speech communication with an
emphasis in business communications from San Diego State
University.

joined Chandler Asset Management in 2004 and is a




I |ACCP

COO, Chief Compliance Officer

I s the chief operating and compliance officer at
Chandler Asset Management. Ms. [IIIlJll is responsible for
regulatory compliance and legal matters, and implements and
oversees the firm’s operational and administrative functions.
She also directly oversees the investment operations
department, which is responsible for maintaining data integrity,
trade settlement, performance calculation, client reporting and
portfolio accounting.

Prior to joining Chandier in 2001, she served as a trading
associate on the institutional fixed income sales desk at Merrill
Lynch.

Ms. -earned her B.A. from the University of San Diego in
business economics and her J.D. from the University of San
Diego School of Law. She is a member of the State Bar of
California, the American Bar Association, the San Diego
County Bar Association, and the Southern California
Compliance Group. Additionally, Ms. Dragoo holds the
designation of Investment Adviser Certified Compliance
Professional (JACCP).

CFA
Senior Vice President, Portfolio Manager

_ is a senior vice president and portfolio manager
at Chandler Asset Management. He has been instrumental in

the development and integration of quantitative analytic tools
for the portfolio management process.

Prior to joining Chandler Asset Management in 1995, Mr.
B -5 <mployed as a financial analyst with USA Federal
Credit Union in San Diego, managing a $100 million liquidity
book. His responsibilities there also included asset/liability
management.

Mr. [l earned his B.A. in economics from San Diego State
University. He is a member of the CFA Society of San Diego
and holds the designation of Chartered Financial Analyst.
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B . A

Senior Vice President, Portfolio Manager

B o< Chandler Asset Management in 2011

as a portfolio manager, responsible for implementing portfolio
strategy and securities trading in client accounts.

Prior to joining Chandler, Mr. _WOrked at Northern
Trust Global Investments in Chicago, most recently as senior
portfolio manager and vice president, with a wide range of
responsibilities in asset allocation, quantitative and qualitative
" analysis.

Mr il carned his B.S. in business administration, option
in finance, at California State University, Chico. He holds the
designation of Chartered Financial Analyst.

I
VP Credit Analyst

B oin<d Chandler Asset Management as a credit
analyst in 2009. She is actively involved in analyzing and
assessing the credit suitability of debt issuers and assisting
portfolio managers in the portfolio management process. Ms.
B s @ member of the firm’s Credit Committee and is
responsible for monitoring developments in the financial
markets and providing fundamental economic and investment
research.

Ms.- brings more than eight years of experience in
equity research and financial analysis. Most recently, she was
an associate analyst at Bear, Stearns & Co. Inc., focusing on
the consumer/retail sector. Prior fo joining Bear Stearns, Ms.

was an equity research associate at C.L. King &
Associates. She began her career at Ford Equity Research in
San Diego as a quantitative equity analyst. Ms. (IR 25 a
three-year member of Institutional [nvestor magazine's “"All-
America Research Team,” and is a Level Il Candidate in the
CFA program.

Ms. JJJlllcarned her B.A. in business economics from the
University of California, Santa Barbara.




Biographies

Assistant Portfolic Manager

B icincd Chandler Asset Manai)ement as an

assistant portfolio manager in 2012, Mr. assists the
portfolio managers performing portfolic and fixed income
research, and transacting securifies.

Prior to joining Chandler, Mr. -worked at Bank of Internet
in San Diego as an investment analyst where he analyzed MBS
and structure debt. Mr. -started his career at Western
Asset Management as a mutual fund treasury administrator in
their proprietary funds division.

Mr. -earned his B.S. in managerial economics, as well as
his M.S. in agricuitural and resource economics from the
University of California, Davis. Mr. [ llllhas passed all three
levels of the CFA program and will be eligible for award of the
CFA charter upon completion of the required work experience.
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Portfolio Management Associate

B icined the Chandier Asset Management as a
portfolio management associate in 2012. His responsibilities
include assisting the portfolio management team with analysis
of individual securities, researching portfclios and transacting
securities on behalf of the portfolio managers.

Prior to joining Chandler, Mr. Illlwvorked in the investment
division of the County of Orange. At the County he shared
responsibility of managing a $50 million money market fund
and assisted the team in overseeing $6.5 billion in fixed income
investments.

Mrlllholds B.A. and M.A. degrees in economics from the
California State University of Fullerton. He is a 2012 Level |
Candidate in the CFA program.




Biographies

Operations/lT Manager

B - i< opcrations/IT manager at Chandler Asset

Management. He is responsible for leading the investment
operations team and managing the firm’s IT resources. Mr.
h oversees trade processing, trade settlements, portfolio
accounting, statement reconciliation, and client reporting.

Mr. Il ioined Chandier Asset Management in 2004 as an
operation associate. His previous experience includes financial
accounting and reporting.

Mr. - earned his B.S. in business administration with a
specialization in finance from California State University San
Marcos in 2003. In 2009, Mr. IIERcccived his M.B.A. in
finance from National University. ‘
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COMPLIANCE GROUP . COMPLIANCE GROLP
BEACON VERIFICATION SEAVICES
BEACON VERIFICATION SERVICES
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GIPS® Compliance Verification Statement

Chandler Asset Managewent. Inc
Issmed Februars 22,2012

The following report issued by ACA Verification Sermices. LLC {"ACA Beacen) 25 fora

_ . . . fum wide GIPS Verification of Chandler Asset Management Inc's {"Chandler”} claim of

GIPS® Compliance Verification Statement compliance with the Global Investment Performance Standasds ¢'GIPS standards } for
the period Tune 30, 1997 through Decamber 31. 2012,

Chandler Asset Management, Inc

We have examined whethier Chandler (1) complied with all the composite conshuction
requireinents of the GIPS standards cn a finm-wide basis and (1) designed its policies and
procedutes to calculate and present performance sesults in compliance weth the GIPS
standards for the perod June 3Q, 1997 trough December 31, 301Y Chandless
mzmagement is responsible for compliance with the GIPS standards and the design of the
policies and procedures that present the firm s pecformance resnify in aceordance with the
GIPS. standards, ACA Beacon's respousibility is to express an opmion on Chandler's
compliance based on, its verification procedures.

06/30/97 through 12/31/12 ACA Bescon has completed this firm wide GIPS Verification i accordance with fhe
required verificalion procedures set forth in the GIPS standards. It is ACA Bearom's
cpinion that Chandler hay complied with all the composite comstroction sequirernends of
the GIPS standards on a Srm-wide basis. Frrthermore, i s ACA Beacon's opinicn that
Chandler's policies and procedures were designed 1o caloulate ared present perfonmance
restlts in complinace with the GIPS standards for the peried Foge 30. 1997 through
December 51. 2012,

In performing the firm-wide verificaton addressed above it s not ACA Bescon's
responsibility to express an opinion of aay paticular Composie presenEtion fof does
verification ensure the accuracy of any specific composite presentavion Chandler fs
responsible for the production and distrbution of materials preserted i conformity with
the GIPS standards.

+

FR 'L“.J,*,Af«.;c:-{i.}n ,‘;:r-xn;fu;,-, et
ACA Verification Sernces, LLC

METEO DC NEW YORK MORRISTOWN CHICAGO BQ3TON LO5ANGELES
BOCA EATGN RICHVOND CHATTANOGGA DENVER LONDON JERSEY




INVESTMENT PERFORMANCE!
Ultra Short Bond
December 31, 2012

! 6%
5%
4%
3%
2%
1%
1Year 3Year 5Year 10 Year 11/30/1988
B Chandler Ultra Short Bond BofA ML Blended 0-3 Year Treasury
Chandler BofA ML Blended
Period Ultra Short Bond 0-3 Year Treasury
1 Year 0.74% 0.26%
3 Year 1.02% - 089%
5 Year 1.79% 1.38%
10 Year 2.55% 2.25%
Since Inception 11/30/1988 4.83% 4.42%

Al performance figures greater than 1 year are annualized.
?Returns are presented gross of fees. Please see next page for additional information about the composite.

R R S8 BE R




I A R R O A A R LR TR LA LA LR T LA TR TR T

Ultra Shert Bond

Annual Rates of Return
2003 through 2012

5}{;‘3‘% 2.15%  1.89%  1.49% n/a n/a 0.53% 6 53 3.1% 1,735.41
i 11'%‘5 1.34%  1.08%  1.13% n/a n‘a <5 4 33 1.7% 1,960.83
e 257%  231%  2.52% nfa n/a 0.07%A ) 111 4.4% 2,540.33
00¢ 477%  451%  4.48% n/a n/a 0.08% 7 252 87% 2,884.73
#;w ”a: 5.82%  556% 6.11% n/a na 0.26% B 222 6.8% 3,285.55
1&# 461%  435%  4.32% n/a nia 0.55% 7 267 7.5% 3,542 87
ljﬁ% 1.35%  1.10%  0.55% wa nia 0.20% 6 158 3.6% 4,394.10
Gehbtd 151%  1.25%  1.08% wa n/a 0.12% 6 114 2.2% 5,080.90
0.81%  0.56%  0.73% 0.45% 0.42% <5 5 119 2.3% 5,220.82

0.74%  0.49%  0.26% 0.37% 0.31% <5 4 77 1.3% 5,824.76

Chandler Asset Management claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards. Chandler Asset
Management has been independently verified by Beacon Verification Services for the period of June 30, 1997 through December 31, 2012, The verification report is available upon request. Verification assesses whether
(1) the firm has complied with ail the composite construction requirements of the GIPS standards on a firm-wide basis and (2) the firm’s policies and procedures are designed to calculate and present performance in
compliance with the GIPS standards. Verification does not ensure the accuracy of any specific composite presentation. 1. Chandler Asset Management is an independent invesiment adviser registered as such with the
Securities and Exchange Commission under the investment Adviser's Act of 1940. Since 1988, Chandler Asset Management has provided fixed income investment management services to the pubiic sector, as well as to
foundations, endowments, individuals and corporations. A complete list and description of il of the firm’'s composites is available upon request. 2. The Uitra Short Bond Composite is 2 composite of individually managed
accounts with an average modified duration approximately equal fo the modified duration of the Bank of America Merrill Lynch Blended 0-3 year Treasury index and a maximum final stated maturity of individual securities
of three years. The minimum account size required o be included in this composite is $2 millicn, This composite was created in November 1988. The name of this composite was changed from Principal Preservation
effective June 30, 2008. 3. The B of A Merrill Lynch Biended 0-3 Year Treasury [ndex is a static, intemally-maintained blended benchmark comprised of US Treaswry securities issued by the US Govemment. Prior i
17112001, it consisted of 1 Year T-Bills. Eftective 1/1/2001, it consists of the following indices: 30% BoA/ML 3-Month U.S. T-Bill, 30% BoAML 6-Menth U.S. T-Bill and 40% BoAML 1-3 Year U.S, Treasuries. Securities in
this benchmark include current 3- and 6-month T-Bills and 1-3 year treasuries that have fixed coupon rates and a maturity not greater than three years regardiess of any call features. Indexes are referred to for
comparative purposes only and are not intended to parailel the risk or investment style of the portfolios in the Composite. Indexes do not utilize leverage. Index calculations do not reflect fees, brokerage commissions or
other expenses of investing. Investors may not make direct investments into any index. Index data contained herein {and all trademarks related thereto) are owned by the indicated index provider, and may not be
redistributed. The information herein has not been approved by the index provider. 4. Valuations are computed and performance reported in U.S. Dollars. Firm assets shown are those managed on a discretionary basis
only and therefore may differ from the Regulatory Assets Under Management reflected on our Form ADV. 5. Performance is calculated using a time-weighted fotal rate of retum, which links performance monthly, and is
reported gross of investment management fees and custodial fees, but after 2l trading expenses. Results reflect the reinvestment of income, dividends and other eamings, and include realized and unrealized gains and
iosses and interest accrued through the fast day of each month, Results do nat reflect the potential impact of taxes. Past performance is not indicative of future results. Fees charged by Chandler Asset Management will
raduce performance. 6. Net-of-fees performance returns are calculated by reducing the monthly gross performance by one-twelfth (1/12) of the actual maximum applicable fee of 0.25%, which is representative of our
current fee schedule for this composite. These monthly returns are then geometrically linked to preduce annual returns which are presented before custodial fees but after management fees, all trading expenses and
withholding taxes. An account of $10 million charged a management fee of 0.40 of 1% and with an annualized fotal retum of 6% would have a value of $13,488,502 and would have paid fees of $268,218 after five years.
Fees are negofiable and additional information regarding Chandler’s fees is included in cur Part 2A of Form ADV. 7. Asset weighted standard deviation of annual retumns relative to the composite teturn is presented as a
measure of composite dispersion. For those years when less than six portfolios were included in the composite for the full year, no dispersicn measure is presented. The three-year annualized standard deviation measures
the variability of the composite and the berchmark returns over the preceding 36-month period and is required by GIPS for periods beginning after January 1, 2011. Policies for valuing portfolios, calculating performance,
and preparing compliant presentations are available upen request.
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g\\’ GIPS® Compliant Performance

INVESTMENT PERFORMANCE'

Limited Maturity
December 31,2012

6%
5%
A%
3%
2%
1%
0%
1 Year 3Year 5 Year 10 Year 9/30/1988
B Chandler Limited Maturity 3 BofA ML 1-3 Year US Treasury
Chandier BofA ML 1-3 Year
Period Limited Maturity US Treasury
1 Year 1.16% 0.43%
3 Year 2.00% 1.44%
5 Year 2.96% 2.32%
10 Year 3.20% 2.72%
Since Inception 9/30/1988 5.54% 521%

1Al performance figures greater than 1 year are annualized.
2Retumns are presented gross of fees. Please see next page for additicnal information about the composite




Limited Maturity
Annual Rates of Return

2.30% 2.04% 1.90% n/a nfa <5 3 131 7.5% 1,735.41
1.49% 1.23% 0.91% nia n/a =5 3 126 6.4% 1,860.83
2.03% 1.78% 1.67% nia n/a =5 4 129 5.1% 2,540.33
4.60% 4.34% 3.96% n/a L =5 4 44 1.5% 2,884.73
6.88% 6.62% 7.32%- n/a n/a 0.13% 6 90 2.7% 3,285.55
6.82% 6.56% 6.61% n/a n/a 0.20% 8 202 5.7% 3,542.87
2.10% 1.85% 0.78% n/a n/a 0.34% 9 224 51% 4,384.10
2.96% 2.70% 2.35% n/a n/a 0.38% 8 201 4.0% 5,080.90
1.88% 1.62% 1.55% 1.02% 1.02% 0.31% 9 222 4.3% 5,220.82
1.16% 0.91% 0.43% 0.78% 0.73% 0.06% 15 474 8.1% 5,824.76

Chandler Asset Management claims compliance with the Global investment Performance Standards {GIPS®) and has prepared and presented this report in compliance with the GIPS standards. Chandler Asset
Maragement has been independently verified by Beacon Verffication Services for the period of June 30, 1997 through December 31, 2012. The verification report fs available upon request. Verification assesses
whether (1) the firm has complied with all the composite consiruction requirements of the GIPS standards cn a firm-wide basis and (2} the fir's policies and procedures are designed fo calculate and present
performance in compliance with the GIPS standards. Verification does not ensure the accuracy of any specific composite presentation. 1. Chandler Asset Management is an independent investment adviser
registered as such with the Securities and Exchange Commissicn under the Investment Adviser's Act of 1940. Since 1988, Chandler Assel Management has provided fixed income investment management
services to the public seclor, as well as to foundations, endowments, individuais and corporations. A complete list and description of all of the fimn's composites is available upon request. 2. The Limited Maturity
Composite is a composite of individually managed accounts with an average modified duration approximately equal to the modified duration of the Bank of America Merrili Lynch 1-3 Year US Treasury Index and a
final stated maturity of individual securities of five years. The minimum account size required to be included in this composite is $2 million. This composite was created September 1988. The name of this
composite was changed from Short-Term Fixed Income effeclive June 30, 2009. 3. The B of A Merrll Lynch 1-3 Year US Treasury Index is comprised of US Treasury securities issued by the US
Govemment. All securities in the index must have fixed coupon rates and have at least one year but not greater than three years to maturity regardless of any call features. indexes are referred to for
comparative purposes only and are not infended to parailel the risk or investment style of the portfolios in the Composite. Indexes do not utllize leverage. Index calcutations do not reflect fees, brokerage
commissions or other expenses of investing. Investors may not make direct investmenis into ariy index. Index data contained herein (and all trademarks related theretc) are owned by the indicated index pravider,
and may not be redistributed. The information herein has not been approved by the index provider. 4. Valuations are computed and performance reported in U.5. Dollars. Firm assets shown are those managed
on a discretionary basis cnly and therefore may differ from the Regulatory Assets Under Management reflected on our Form ADV. 5, Performance is calcutated using a time-weighted total rate of retun, which
links performance monthly, and is reported gross of investment management fees and custodial fees, but after ali trading expenses. Results reflect the reinvestment of income, dividends and other earnings, and
include realized and unrealized gains and losses and interest accrued through the fast day of each month. Results do not reflect the potential impact of taxes. Past performance is not indicative of fulure results.
Fees charged by Chandler Asset Management will reduce performance. 6. Net-of-fees performance retums are calculated by reducing the monthly gross performance by one-twelith (1/12) of the aclual
maximum applicable fee of 0.25%, which is representative ¢f our current fee schedule for this composite. These manthly retumns are then gecmetrically linked to produce annual retums which are presented
before custadial fees but after management fees, all trading expenses and withholding taxes. An account of $10 million charged a management fee of 0.40 of 1% and with an annualized total retum of 6% would
have a value of $13,488.502 and would have paid fees of $266,218 after five years. Fees are negotiable and additional information regarding Chandler's fees is included in our Part 2A of Form ADV. 7. Asset
weighted standard deviation of annual returns relative to the composite return is presented as a measure of composite dispersion. For those years when less'than six portfolios were included in the composite for
the full year, no dispersion measure is presented. The three-year annuaiized standard deviation measures the variability of the composite and the benchmark retums over the preceding 36-month peried and is
required by GIPS for pericds beginning after January 1, 2011, Pelicies for valuing porifolios, calculating performance, and preparing compliant presentations are available upon request.




M| GIPS® Compliant Performance

INVESTMENT PERFORMANCE!'
Short Term Bond
December 31, 2012

6%
5%
4%
3%
2%
1%
0%
1Year 3Year 5Year 10 Year 9/30/1995
B Chandler Short Term Bond @ BofA ML 1-5 Year US Treasury & Agency
Chandler BofA ML 1-5 Year US
Period Short Term Bond Treasury & Agency
1 Year 1.80% 0.98%
3 Year 2.88% 2.54%
§ Year 3.80% 3.35%
10 Year 3.70% 3.36%
Since Inception 9/30/1995 5.09% 4.79%

1All performance figures greater than 1 year are annualized.
?Retums are presented gross of fees. Please see next page for additional information about the composite
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Chandler Asset Management claims

Management has been independe

whether {1) the firm has complied with aif the composite construction requi

registered as such with the Securities and Exchange
1o the public sector, as well as to foundations, endowments,
is a composite of individually managed accounts with an average
maximum final stated maturify of individual securities of five years.
composite was changed from 1-6 Year Government Fixed Income effeciive
Government, including the US Treasury and Agencies such as Fannie Mae, Res
USAID securities, may also be included in the index. All securities in the index mus
year but not greater than five years to maturity regardless of any call feafures. Indexes are re
Composite. Indexes do not utilize leverage. Index calculafions do not reflect fees, brokerage col
contained herein (and ali irademarks related thereto) are owned by the indicated index provider, an
computed and performance reported in U.S. Dollars. Fim assets shown are those managed on a
Form ADV. 5. Performance is calculated using a fime-weighted total rate of retumn, which finks performance monthly,
expenses. Results reflect the reinvestment of income, dividends and oiher ea
reflect the potential impact of faxes. Past performance is not indicative of future

fee of 0.40 of 1% and with an annualized total refurn of 8%
Chandler's fees is included in our Part 2A of Form ADV. 7. Asset weighted standard deviafion of annual retfums re
annualized standard deviation measures the variability of the composite and the benchmark returns over the preceding
for vaiuing portfolios, calcutating performance, and preparing compliant presentations are available upon request.
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Short Term Bond
Annual Rates of Return
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rements of the GIPS standards on a fim-wide basis and (2) the firm’s policies an
performance in compliance with the GIPS standards. Verification does not ensure the accuracy of any specific composite presentation. 1. Chandler Asset Managsment is an independent Investment adviser
Commission under the Investment Adviser’s Act of 1940. Since 1988, Chandler Asset Management has provided fi
individuals and corporations. A complete list and description of all of the firm’s composites is available upon
modified duration approximaiely equal to the modified duration of the Bank of Ameri
The minimum account size required fo be included in this compaosite is $2 million. This
June 30, 2009. 3. The B of A Merill Lynch 1-5 Year US Treasury & Agency
olufion Trust Funding and the Federal Home Loan Bank. Corporate or foreign debt guaranteed by the US Govemment, such as
t be investment grade, have fixed coupon rates or rates that change according to a predetermined schedule, and have af least one
ferred fo for comparative purposes only and are not intended to parallel the risk of investment style of the portfolios in the
mmissions ar other expenses of investing. Investors may not make direct investments into any index, Index data
d may not be redistributed. The information herein has not been approved by the index provider. 4. Valuations are
diseretionary basis only and therefore may differ from the Regulatory Assets Under Management reflected on our
and is reported gross of investment management fees and custodial fees, but after all frading
rued through the kast day of each month. Results do not

ca Merrill Lynch 1

mings, and include realized and unrealized gains and losses and interest acc!
resulis. Fees charged by Chandler Asset Management will reduce performance. 6. Net-of-fees performance returns are calculated by
reducing the monthly gross perfonmance by one-twelfth {1/12) of the actual maximum applicable fee of 0.25%, which is reflective of cur current fee schedule for this composite. These monthly retumns are then
geometrically linked to produce annual returns which are presented before cusiodial fees but after management fees, all trading expenses and withholding taxes. An account of $10 milion charged a management
would have a value of 513,488,502 and would have paid fees of $266,218 after five years. Fees afe nego
lative to the composite return is presented as a measure of composite dispersion. The three-year
36-month period and is required by GIPS for periods beginning after January 1, 2011. Policies
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: the GIPS standards. Chandler Asset
i2 upon request. Verification assesses
are designed fo calculate and present

xed income investment management services
request. 2. The Short Term Bond Composite
-5 Year US Treasury & Agency Index and a
composite was created in September 1995, The name of this
Index is comprised of securities issued by entities of the US

tiable and additional information regarding




M\ Disclosures

LAIF

The California State Local Agency Investment Fund (LAIF) is an investment portfolio managed by the State Treasurer.
All securities are purchased under the authority of Government Code Section 16430 and 16480.4 and include securities
issued by entities of the U.S. Government, including the U.S. Treasury and Agencies, Corporate debt, Certificates of
Deposit, Mortgage Backed Securities and certain loans to the State and state agencies. The average maturity of the
Fund will be between 120 days and 18 months.

Bank of America Merrill Lynch Blended 0-3 Treasury Index

The BofA Merrill Lynch Blended 0-3 Treasury Year Index is a static, internally-maintained biended benchmark
comprised of US Treasury securities issued by the US Government. Prior to 1/1/2001, it consisted of 1 Year T-Bills.
Effective 1/1/2001, it consists of the following indices: 30% BofA/ML 3-Month U.S. T-Bill, 30% BofA/ML 6-Month U.S. T-
Bill and 40% BofA/ML 1-3 Year U.S. Treasuries. Securities in this benchmark include current 3- and 6-month T-Bills and
1-3 year treasuries that have fixed coupon rates and a maturity not greater than three years regardless of any call
features. :

BofA Merrill Lynch 1-3 Year US Treasury Index

The Merrill Lynch 1-3 Year US Treasury Index is comprised of U.S. Treasury securities issued by the U.S. Government,
Ali securities in the index must have fixed coupon rates and have at least one year but not greater than three years to
maturity regardless of ary call features.

BofA Merrill Lynch 1-5 Year US Treasury & Agency Index

The Merrill Lynch 1-5 Year US Treasury & Agency Index is comprised of securities issued by entities of the U.S.
Government, including the U.S. Treasury and Agencies such as Fannie Mae, Resolution Trust Funding and the Federal
Home Loan Bank. Corporate or foreign debt guaranteed by the U.S. Government, such as USAID securities, may also
be included in the index. All securities in the index must be investment grade, have fixed coupon rates or rates that
change according to a predetermined scheduie, and have at least one year but not greater than five years to maturity
regardiess of any call features.
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LAY Modern Portfolio Theory Statistics

Chandler Short Term Bond Composite
1-, 3-, and 5-year modern portfolio theory statistics
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_* Retutns

1.79%

2.89% 1.19 0.64 0.88 2.34

3.80% 0.45 0.74 0.91 1.65
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88| Why you need yield and total return

\ Portfolio

‘Outcome

Total Return)

v Interest earnings v Risk (too much or too little)

v Income v’ Strategies

v Compliance




CM | CHANDLER ASET MANAGEMENT

Report Viewer DEMO

www.chandlerasset.com
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m Secure online report viewer
a Assign each authorized user a unique login and password

= 1) Reporting
A- Run Reports, PDF
m B- Download Data, Excel

2) Document Retrieval
s A- Download Statements, Monthly and Quarterly

= B- Forms




m Holdings Report

m Daily- Daily snapshots for each business day in the current
month | -

m Monthly- Historical snapshot for month end periods for prior two
years
a Transaction Ledger Report
m Daily- All transactions for current month
= Monthly- Historical monthly transactions for prior two years
m Data Only- Holdings, Transactions, Income Earned Reports

m Unformatted Excel download, to 'integrate easily into internal
systems

a Income Earned
z Accounting report for monthly periods over past two years




# Monthly and Quarterly Statements

m Forms
m Chandler Statement Glossary
Contribution/Withdrawal request form
a Authorized Representatives






