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Executive Summary

* Total fund risk rose slightly in the fourth quarter
e Total fund risk of 12.19% remains comfortably below the Board limit of 13%

* The fund is expected to perform much like the policy benchmark in historic
drawdown scenarios and stress tests

e The average of the three worst historical scenario drawdowns is 25.2%,
below the Board limit of 30%

* High utilization of passive strategies in public markets keeps tracking error to
policy low, currently 0.76%

* Equity style factors are often a large driver of active risk. We do not observe
any large active style factor exposures in the portfolio

Quarterly Risk Summary

77
VGI'US—’ Analysis Date 12/31/25



Total fund volatility
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Total fund risk decomposition

Volatility that is explained by
the factor model is called
systematic risk

TOTAL FUND RISK BREAKDOWN

Systematic risk is broken down
by major factor group; equity
factors are dominant

SYSTEMATIC RISK BREAKDOWN

Within equity factors, financial
market factors dominate
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Historical scenarios

The fund is currently expected to do slightly worse than the policy index in some of the
historical drawdown scenarios, slightly better in others

The average of the three worst off-the-shelf historical scenario drawdowns 1s 25.2%, below
the Board limit of 30%

The plan is currently much less sensitive to a Dot-com Slowdown scenario than the policy
index — the plan is significantly underweight Magnificent 7 stocks relative to policy
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Stress tests

The fund 1s expected to do slightly worse than the policy index in equity
market and credit factor shocks

The fund is expected to do slightly better in recovering equity markets

FACTOR MODEL STRESS TESTS
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Active risk

TOTAL ACTIVE RISK
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Active risk decomposition

Less active risk is explained by Active systematic risk is also Market factors also dominate
the factor model as mostly equity risk within active equity risk
“systematic” risk
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Equity factor active risk
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Appendix
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Risk model proxies

Account Pct Proxy Pct of|

Account Group Subgroup 1 Subgroup 2 Subgroup 3 Proxy Name Account MV of Group Group!

SJ Federated Plan Growth Emerging Markets Debt Bloomberg EM Hard Currency Aggregate Index 107,524,565 2.9% 2.9%

SJ Federated Plan Growth High Yield Debt No Proxy, Actual Holdings 66,939,147 1.8%

SJ Federated Plan Growth High Yield Debt Bloomberg US Corporate High Yield Bond Index 6,775,026 0.2% 0.2%

SJ Federated Plan Growth Private Markets Growth Real Estate FTSE EPRA/NAREIT Global REIT Index 133,952,419 3.6% 3.6%

SJ Federated Plan Growth Private Markets Private Debt No Proxy, Actual Holdings 27,737,099 0.8%

SJ Federated Plan Growth Private Markets Private Debt Bloomberg US Aggregate Index 85,187,929 2.3% 2.3%

SJ Federated Plan Growth Private Markets Private Equity iShares Russell 3000 ETF 397,300,511 10.8% 10.8%

SJ Federated Plan Growth Private Markets Private Real Assets iShares Global Infrastructure ETF 106,211,707 2.9% 2.9%

SJ Federated Plan Growth Private Markets Venture Capital iShares Russell 3000 ETF 63,049,322 1.7% 1.7%

S) Federated Plan Growth Public Equity Emerging Markets Equity No Proxy, Actual Holdings 313,838,624 8.5%

SJ) Federated Plan Growth Public Equity Emerging Markets Equity MSCI Emerging Markets Index 42,393,771 1.1% 1.1%

SJ Federated Plan Growth Public Equity Emerging Markets Equity MSCI India Index 47,398,461 1.3% 1.3%

SJ Federated Plan Growth Public Equity Global Equity No Proxy, Actual Holdings 272,187,364 7.4%

SJ Federated Plan Growth Public Equity International Equity No Proxy, Actual Holdings 97,009,217 2.6%

SJ Federated Plan Growth Public Equity International Equity MSCI AC World Index Ex USA IMI Index 301,871,217 8.2% 8.2%

S) Federated Plan Growth Public Equity US Equity No Proxy, Actual Holdings 39,910,238 1.1%

SJ Federated Plan Growth Public Equity US Equity iShares Russell 3000 ETF 700,202,924 19.0% 19.0%

SJ Federated Plan Low Beta Cash No Proxy, Actual Holdings 76,346,811 2.1%

SJ Federated Plan Low Beta Cash Bloomberg 3 Month T-Bill Index 15,092,960 0.4% 0.4%

SJ Federated Plan Low Beta  Immunized Cash Flows No Proxy, Actual Holdings 107,577,404 2.9%

SJ Federated Plan Low Beta  Market Neutral Strategies Relative Value Bloomberg 3 Month T-Bill Index 105,092,811 2.8% 2.8%

SJ Federated Plan Other Core Real Estate FTSE EPRA/NAREIT Global REIT Index 178,576,723 4.8% 4.8%

SJ) Federated Plan Other Investment Grade Bonds No Proxy, Actual Holdings 181,723,631 4.9%

SJ Federated Plan Other Long Term Government Bonds Bloomberg US Treasury: Long Index 146,670,353 4.0% 4.0%|

SJ Federated Plan Other TIPS No Proxy, Actual Holdings 73,306,437 2.0%

Total 3,693,876,675 100.0% 66.0%|
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Historical scenario definitions

Scenario Name

2007-2009 Credit Crisis

Scenario Type

Historical Scenarios

Scenario Desc

2007-2009 Credit Crisis (02/22/2007 to 03/09/2009)

Sep-Oct 2008

Historical Scenarios

Sep-Oct 2008 (09/12/2008 to 10/27/2008)

Dot-com Slowdown

Historical Scenarios

Dot-com Slowdown (03/10/2000 to 10/09/2002).

Taper Tantrum

Historical Scenarios

This scenario covers the 2013 Fed's announcing their intention to taper its
guantitative easing program, and the subsequent surge in treasury yields.

September 11th 2001

Historical Scenarios

Scenario that focuses on the period around the terrorist attacks on September
11th 2001. (due to only weekly data, Wed to Wed, in the model during this
period).

1987 Black Monday - current correlations

Historical Scenarios

Uses a US Equity Market factor of -22.6% with current correlations.

COVID-19 Scenario

Historical Scenarios

COVID-19 Scenario (12/25/2019 - 04/09/2020)

Equity Markets Rebound in 2009

Historical Scenarios

Global equity markets rebound following 2008 drawdown. Use Historical risk
factor returns from 03/04/2009-06/01/20089.

2007-2008 Oil Price Run-up

Historical Scenarios

2007-2008 Qil Price Run-up (01/18/2007 to 07/03/2008)

1990-1991 Economic Slowdown - current
correlations

Historical Scenarios

Uses a US Equity Market factor shock of -19.9% with current correlations

7
Verus”’
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Stress test definitions

Scenario Name Scenario Type Scenario Desc

EUR up 10% vs. USD Stress Tests EUR up 10% vs. USD, propagated to other currencies and equity factors via
correlation.

US Equity Market +30% Stress Tests US Equity Market +30%

US Equity Market -30% Stress Tests US Equity Market -30%

USD Yield Curve Level +100bps Stress Tests USD Yield Curve Level +100bps

USD Yield Curve Level -100bps Stress Tests USD Yield Curve Level -100bps

USD Corporate Spreads +100% Stress Tests USD Corporate Spreads +100%

US 10yr treasury +100bps with propagation Stress Tests

This scenario shocks the US Treasury curves parallel +100bps, and uses the
Bloomberg Multi-Asset Factor Model to propagate that shock to other curves
and asset classes (Equities, Bonds, CDS, IRS etc.)

USD Breakeven Inflation +100bps Stress Tests USD Breakeven Inflation +100bps
VIX Index +100% Stress Tests VIX Index +100%
Oil Price +30% Stress Tests Oil Price +30%
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Notices & Disclosures

Past performance is no guarantee of future results. The information presented in this report is provided pursuant to the contractual agreement (the “Contract”) by and between
the entity named and to which this report or presentation deck is being presented (“Client”) and Verus Advisory, Inc. (“Company”). Client is an institutional counter-party and in no
event should the information presented be relied upon by a retail investor.

The information presented has been prepared by the Company from sources that it believes to be reliable and the Company has exercised all reasonable professional care in
preparing the information presented. However, the Company cannot guarantee the accuracy of the information contained therein. The Company shall not be liable to Client or any
third party for inaccuracy or in-authenticity of information obtained or received from third parties in the analysis or for any errors or omissions in content.

The information presented does not purport to be all-inclusive nor does it contain all information that the Client may desire for its purposes. The information presented should be
read in conjunction with any other material furnished by the Company. The Company will be available, upon request, to discuss the information presented in the report that Client
may consider necessary, as well as any information needed to verify the accuracy of the information set forth therein, to the extent Company possesses the same or can acquire it
without unreasonable effort or expense. Nothing contained therein is, or should be relied on as, a promise, representation, or guarantee as to future performance or a particular
outcome. Even with portfolio diversification, asset allocation, and a long-term approach, investing involves risk of loss that the client should be prepared to bear.

The material may include estimates, outlooks, projections and other “forward-looking statements.” Such statements can be identified by the use of terminology such as “believes,”
“expects,” “may,” “will,” “should,” “anticipates,” or the negative of any of the foregoing or comparable terminology, or by discussion of strategy, or assumptions such as economic
conditions underlying other statements. No assurance can be given that future results described or implied by any forward-looking information will be achieved. Actual events may
differ significantly from those presented. Investing entails risks, including possible loss of principal. Risk controls and models do not promise any level of performance or guarantee

against loss of principal.

Verus — also known as Verus Advisory™.
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