GOLDEN GATE B

Agenda Item No. (6)

To: Finance-Auditing Committee/Committee of the Whole
Meeting of October 23, 2025

From: Alice Ng, Director of Fiscal Resources
Jennifer H. Mennucci, Auditor-Controller
Denis J. Mulligan, General Manager

Subject: AUTHORIZE EXECUTION OF CONTRACT NO. 2025-D-088, TRUST AND
INVESTMENT MANAGEMENT SERVICES FOR THE GOLDEN GATE
BRIDGE, HIGHWAY AND TRANSPORTATION DISTRICT OPEB
TRUST, WITH U.S. BANCORP ASSET MANAGEMENT. INC.

Recommendation

The Finance-Auditing Committee recommends that the Golden Gate Bridge, Highway and
Transportation District (District) authorize execution of Contract No. 2025-D-088, Trust and
Investment Management Services for the Golden Gate Bridge, Highway and Transportation
District OPEB Trust, with U.S. Bancorp Asset Management, Inc., (“USBAM?”) for a three-year
base term effective March 1, 2026, through February 28, 2029, with options, exercisable by the
District, for two additional one-year terms, at an estimated total cost of $1,400,000 for the five
year period.

Summary

On May 1, 2007, the District entered into Professional Services Agreement No. 2007-D-7
("Agreement") with PFM Asset Management, LLC ("PFMAM") to provide trust and investment
management services to the OPEB Trust. The District subsequently executed the OPEB Trust
Agreement ("Trust Agreement") with PFMAM as the Trust Administrator, and U.S. Bank National
Association (“U.S. Bank”) as the Trustee and Custodian.

On December 7, 2021, USBAM, a subsidiary of U.S. Bank, acquired PFMAM, at which time the
Trust Board reviewed information provided by Staff regarding applicable regulatory requirements
and operational safeguards to ensure adequate separation between U.S. Bank, as the
Custodian/Trustee, and USBAM, as the legal entity owning the investment advisory service
provider, PFMAM. Staff further advised on compliance with related provisions of the Trust
Agreement. The Agreement and Trust Agreement were amended accordingly.

On October 1, 2024, following the consolidation of PFMAM under USBAM, and dissolution of
PFMAM as a legal entity, the Agreement and Trust Agreement were amended to transfer the rights
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and obligations of PFMAM under the Agreement and Trust Agreement to USBAM. PFMAM is
now a division of USBAM and continues to do business under the "PFM Asset Management"
name. For familiarity and convenience, the remainder of this report refers to USBAM as PFMAM,
notwithstanding that the Agreement, and the proposed agreement, is with USBAM.

The current Agreement expires on February 28, 2026. The Trust Board conducted its annual
performance review of PFMAM and U.S. Bank at its October 24, 2024 meeting, and concluded
that both PFMAM and U.S. Bank have complied fully with their responsibilities. Because the
Trust Board meets only semi-annually, it was determined that it would be timely to begin
discussing options in advance of the Agreement end date.

At the March 27, 2025 OPEB Trust Board Meeting, the Trust Board reviewed PFMAM’s new
proposal (inclusive of US Bank’s proposal for custodial services), and Staff’s survey of the
market.! Based on PFMAM’s proposed competitive pricing, good historical investment returns,
and responsive customer service, the Trust Board recommends that the District authorize execution
of Contract No. 2025-D-88 with PFMAM for a new three-year extension of the term with options,
exercisable by the District, for two additional one-year terms.

Compensation Structure

Under the proposed contract, the pricing structure will remain unbundled. PFMAM’s fee for
investment management of the OPEB trust assets, U.S. Bank’s trustee, custodial and trading fees,
as well as mutual fund asset managers’ fees and expense ratios will be segregated to avoid potential
conflicts between PFMAM/USBAM and U.S. Bank. PFMAM will bill the District directly for the
investment management of OPEB Trust assets while U.S. Bank will bill the District directly for
custodial, trustee, and trading fees. Mutual fund managers’ fees and expense ratios will be netted
out of the assets directly by the mutual funds. PFMAM will not receive compensation from any
other source relating to the investment management of the District’s assets and does not charge
any fee on assets invested in an investment fund with respect to which any compensation is
received, directly or indirectly, by PFMAM.

With guidance from District Counsel, staff will ensure the necessary representations, assurances,
regulatory requirements, and operational safeguards are included in the proposed contract with
PFMAM and U.S. Bank, and that the related provisions of the OPEB Trust Agreement have been
met.

PFMAM and U.S. Bank’s pricing for the new Contract is attached. The fees are summarized
below:

1'2025-0327-opeb-no8-(new_pfimam_contract)updated-2025-0326.pdf
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PFMAM Fees
First $25 million of assets 0.30%
Next $75 million of assets 0.15%
Next $200 million of assets 0.10%
Over $300 million of assets 0.05%
US Bank Fees
First $100 million of assets 0.020%
Next $100 million of assets 0.015%
Over $200 million of assets 0.002%
Transaction Fees per Trade $2.00-$15.00 per transaction

Fiscal Impact

The cost for the investment management of the OPEB Trust assets is based on the amount of assets
managed and is paid by the assets in the Trust. Therefore, there is no direct fiscal impact on the
Operating and Capital budget.

The value of assets managed is estimated to range between $146 million - $180 million over the
proposed new five-year contract period, term effective March 1, 2026, through February 28, 2029
(inclusive of the two one-year options). The combined cost of PFMAM's investment services and
U.S. Bank’s custodial services of the OPEB Trust assets is estimated to be 0.17% of assets
managed, which is approximately $280,000 per year or $1,400,000 total for the proposed five-year
contract period, effective March 1, 2026 through February 28, 2031 (inclusive of the 2 one-year
options). The breakdown of estimated fees is as follows:

e PFMAM’s fee for management of OPEB Trust assets $ 1,250,000
e U.S. Bank’s trustee, custodial and trading fees $ _ 150,000
Total Fees to PFMAM and U.S. Bank $ 1,400,000

In addition to PFMAM and U.S. Bank fees, mutual fund fees are netted out of investment returns.
The estimated mutual fund fees based on FY 23/24’°s average rate of 0.31%, is approximately
$2,500,000, over the new five-year contract period, effective March 1, 2026 through February 28,
2031 (inclusive of the 2 one-year options).

Attachment: Proposal for Outsourced Chief Investment Officer (“OCIO”) Services
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ATTACHMENT

pfmYasset
management

January 17, 2025

Alice Ng, Director of Fiscal Resources

Golden Gate Bridge, Highway & Transportation District
Administration Building

Golden Gate Bridge Toll Plaza

San Francisco, CA 94129-0601

RE: Proposal for Outsourced Chief Investment Officer (“OCIO”) Services

Dear Ms. Ng:

PFM Asset Management (“PFMAM”), a division of U.S. Bancorp Asset Management, Inc. (‘USBAM”), is
pleased to submit our proposal to the Golden Gate Bridge, Highway & Transportation District (the
“District”) to continue providing OCIO services. We have had the privilege of serving the District since
2007, and we hope we have exceeded your expectations in developing and maintaining an enduring
investment strategy focused on achieving the District’s long-term goals while recognizing your unique
needs and requirements. By leveraging our dedicated OCIO resources and understanding of the needs of
public agencies in the State of California, we believe we can help the District continue to implement an
investment program that prudently increases investment earnings to support your other post-employment
benefits (“OPEB”) plan’s funded status.

PFMAM’s OCIO approach offers a tailored discretionary investment process, whereby PFMAM wiill
continue to serve as a co-fiduciary alongside your OPEB Retirement Investment Trust Board. Providing
OCIO services is one of PFMAM'’s core areas of focus. Of PFMAM’s $196 billion in assets under
management (“AUM”), we manage more than $37 billion in OCIO assets nationwide.' Additionally,
PFMAM was ranked as the 18! largest OCIO provider in the country.?

We believe a combination of factors, as experienced by the District throughout our engagement, help to
differentiate our services and approach, including:

» Exclusive focus on serving public sector investors: PFMAM has been providing OCIO services
to public sector investors for more than two decades. Our services are influenced by this distinct
audience. Our investment philosophy, investment process, risk management, systems
infrastructure and personnel are focused on the needs of the public sector. We partner with clients
to build sustainable, philosophically aligned multi-asset class portfolios that meet each clients’
distinct needs.

1 AUM as of September 30, 2024 represent the assets managed by PFM Asset Management LLC (PFMAM). As of October 1, 2024,
PFMAM and USBAM formerly separately registered advisers consolidated into one legal entity and one registered investment
adviser with the U.S. Securities and Exchange Commission (“SEC”), with USBAM as the continuing legal entity and registered
investment adviser.

2 Source: P&I Survey, ranking PFM Asset Management LLC by total U.S. institutional outsourced assets under management as of
March 31, 2024.
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» Experienced investment and client service teams: PFMAM’s success can be attributed to our
people. The experience and depth of knowledge of our professionals is critical to helping ensure
clients meet their program objectives. Our OCIO Investment Committee (“Investment Committee”)
is comprised of eight professionals (including the District’'s OCIO specialist Andrew Brown, CFA)
with an average of more than 31 years of experience across public and private markets and is led
by our Chief Investment Officer (“CIO”) - Public Sector Management and OCIO Strategies
Ken Schiebel, CFA. Additionally, the members of the District’s client service team average more
than 23 years of industry experience.?

» Client education and thought leadership: As part of our ongoing service, PFMAM provides
fiduciary education to OCIO clients. This education may be general or specific. As an example, in
several instances, we have facilitated special meetings for clients to educate current or new
committee or board members on what it means to be a fiduciary.

Fees and Terms

PFMAM Advisory Fee

PFMAM offers a tiered-asset fee schedule, which is outlined in the following table. This fee represents the
only revenue PFMAM will receive for this engagement, and it includes all of the discretionary OCIO
services the District currently receives, including asset allocation studies, Monte Carlo projections,
investment policy reviews, quarterly performance reporting, online client statements, client educational
services, travel and out-of-pocket expenses. We guarantee our fees for the duration of the contract.

Assets Under Management Fee in Basis Points (“bps”)
First $25 million 30 bps (0.30%)
Next $75 million 15 bps (0.15%)
Next $200 million 10 bps (0.10%)
Above $300 million 5 bps (0.05%)

Assessed monthly. Minimum annual fee of $40,000 applies.

Underlying Manager/Fund/Exchange-Traded Funds (“ETFs”) Fees

PFMAM recognizes that the District’s largest investment expense over time will be investment manager
fees. These fees are based on the investment managers, strategies and securities used and the asset
allocation of the portfolio, and they may change over time. With our consultative approach, we evaluate
the investment vehicles in your portfolio—including the underlying fees charged by the investment
managers. For the portion of the District’s portfolio invested in mutual funds, underlying manager fees will
be netted from the performance of each mutual fund, so you will not be charged a separate fee from
those fund managers. We can continue to review and discuss information regarding underlying manager
fees, which is publicly available, with the District on a regular basis.

3 Statistical information as of January 17, 2025.
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U.S. Bank Custody Services

PFMAM does not provide custody or safekeeping services. However, the District can choose to continue
using the custody services of our affiliate, U.S. Bank Institutional Trust and Custody.* U.S. Bank has
provided custody services for more than 125 years and has helped the District meet your custody needs
through customizable services since 2007. U.S. Bank Institutional Trust and Custody can offer an
amendment to the existing agreement to (i) revise the fee schedule, (ii) extend the term of the existing
agreement by three years, and (iii) provide the District with the ability to exercise two additional one-year
terms after the initial three-year term.

Under an extended engagement, U.S. Bank Institutional Trust and Custody can offer custody services for
a fee of 2.0 bps on the first $100 million in assets, 1.5 bps on the next $100 million and 0.2 bps on the
remaining balance, plus additional transaction-based fees. Please refer to the U.S. Bank Institutional
Trust and Custody Fee Proposal and included with this proposal for additional details.

Thank you for your consideration. We look forward to the opportunity to continue working with the District.
Should you have questions, please contact Monique Spyke at 415.265.3760 or via email to
spykem@pfmam.com.

Sincerely,

Sogpe P ) B
Monique S. Spyke Andrew R. Brown, CFA
Managing Director Director

PFM Asset Management, a division of PFM Asset Management, a division of
U.S. Bancorp Asset Management, Inc.  U.S. Bancorp Asset Management, Inc.

4 All additional services offered through U.S. Bank National Association (“U.S. Bank”) are subject to separate terms, conditions
and fees and will be mutually agreed to before any work is undertaken.
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The views expressed within this material constitute the perspective and judgment of U.S. Bancorp Asset
Management, Inc. (“‘USBAM”) at the time of distribution and are subject to change. Any forecast,
projection, or prediction of the market, the economy, economic trends, and equity or fixed-income markets
are based upon current opinion as of the date of issue and are also subject to change. Opinions and data
presented are not necessarily indicative of future events or expected performance. Information contained
herein is based on data obtained from recognized statistical services, issuer reports or communications,
or other sources, believed to be reliable. No representation is made as to its accuracy or completeness.

PFM Asset Management serves clients in the public sector and is a division of USBAM, which is the legal
entity providing investment advisory services. USBAM is a registered investment adviser, a direct
subsidiary of U.S. Bank National Association (“U.S. Bank”) and an indirect subsidiary of U.S. Bancorp.
U.S. Bank is not responsible for and does not guarantee the products, services, or performance of
USBAM.

NOT FDIC INSURED : NO BANK GUARANTEE : MAY LOSE VALUE
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[Ebank

January 13, 2025

Re: memo to extend custodial service

Dear Ms. Ng:

US Bank Institutional Trust and Custody is pleased to submit a proposal to the Golden Gate Bridge,
Highway & Transportation District (the “District”) to continue providing custodial services. We have
provided custodial services to the District since 2007 and we hope we continue to offer those services.

We can offer an amendment to the Existing Agreement (i) to revise the Custodian’s fee schedule, (ii) to
extend the term of the Existing Agreement by three years, and (iii) to provide after such three-year term
for the ability of the district to exercise for two additional one-year terms.

U.S. Bank Institutional Trust and Custody can offer to provide custody services for a fee of 2.0 bps on the
first $100 million in assets and 1.5 bps on the next $100 million with 0.2 bps on the remaining balance,
plus additional transaction-based fees. Please refer to the U.S. Bank Institutional Trust and Custody Fee
Proposal included for additional details.

We would look forward to continuing our partnership with the District.

Sincerely,

Aatz O /C&mwo,

Kathleen O’Connor

Vice President
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U.S. Bank Trust and Custody Fees

Golden Gate Bridge, Highway and Transportation District
January 2025

Trustee Administration Fee

2.0 bps on the first $100 million of Account assets
1.5 bps on the next $100 million
.2 bps on balance

MINIMUM ANNUAL FEE: $15,000

Core services

Safekeeping of assets

Transaction settlement

Cash management (all cash swept daily)

Online account access, management reporting

Statement delivery, balance inquiry and trade affirmations
Consolidated accounting & reporting

DTC, FRB, physical and mutual funds securities to be held in nominee name
Proxy management and corporate actions

Timely and accurate pricing of assets

Trust/custody agreement

Collection of income (dividends, interest, matured bonds, settled sales)

Distribution/Transaction processing fee

Lump Sum payment - $15.00
ACH payment - $2.00

Check — $2.50

Wire — $7.50

Mutual fund transactions - $7.50
Physical transactions - $7.50

Service and fee assumptions

Security positions: Various

Fees are calculated based on the average market value for the valuation period

Fees are guaranteed for 3 years, with an option to extend for an additional two 1-year terms.

U.S. Bank does not have investment management responsibility

Fee schedule assumes exclusive use of one of the First American Funds money market funds for

investment of short-term cash

= This fee schedule pertains to domestic securities, i.e.; DTC, FRB, Mutual Funds and ADRs.
International securities and transactions to be priced separately

= U.S. Bank reserves the right to adjust fees quoted in this fee schedule should any of the information
and assumptions used to generate these fees change prior to conversion of the account to
U.S. Bank.

= This fee schedule does not include global transactions

U.S. Bank Customer Confidential @ ba .‘k :



Charges incurred by U.S. Bank, N.A. directly or through sub-custodians for local taxes, stamp duties or
other local duties and assessments, stock exchange fees, foreign exchange transactions, postage and
insurance for shipping, facsimile reporting, extraordinary telecommunications fees, proxy services and
other shareholder communications or other expenses which are unique to a country in which the client or
its clients is investing will be passed along as incurred.

Reimbursement of expenses associated with the performance of the Bank’s duties under the Agreement,
including, but not limited to, creation of customized data transmission files, asset registration or holding
fees, SWIFT reporting and message fees, external legal counsel fees, filing fees, and any out-of-pocket
expenses are expenses of the Customer and the Account, and will be billed or charged to the Account.

A reasonable agreed upon charge will be assessed to the Customer and the Account for extraordinary
services based on the nature of the service and the responsibility involved. Extraordinary services are
duties or responsibilities of an unusual nature that are not provided for in the Agreement or otherwise set
forth in this Exhibit A. At the Bank’s option, these charges will be billed at a flat fee or at the Bank’s
hourly rate then in effect.

Fees are: X Charged to account X Monthly O Quarterly
L Invoiced O Semi- O Annual
Annually

U.S. Bank Customer Confidential 2 43
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