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State of Connecticut
Pffice of the Treasurer

December 31, 2019

To the Participants in Connecticut’s Short-Term Investment Fund:

| am pleased to submit this Comprehensive Annual Financial Report for the State of Connecticut Short-Term Investment Fund
(STIF or Fund) for the fiscal year ended June 30, 2019, which documents how STIF outperformed its benchmark, thereby provid-
ing significant incremental income for the State, local governments and, ultimately, their taxpayers.

Responsibility for both the accuracy of the data and the completeness and fairness of this report rests with management. All
disclosures necessary and required to enable investors and the financial community to gain an understanding of STIF’s financial
activities have been included. We believe the enclosed financial statements and data are presented fairly in all material respects

and are reported in a manner designed to accurately present the financial position and results of STIF’s operations.

STIF was created by legislation enacted in 1972, and is a state and local government investment pool managed by the Treasurer
of the State of Connecticut. Investors in the Fund include the State, state agencies and authorities, municipalities, and other politi-
cal subdivisions of the State. The primary objective of the Fund is to provide the greatest possible return while, first, protecting
principal and, second, providing liquidity for investors. The Fund’s investment policy is designed to achieve these objectives by
selecting high quality, very liquid securities with relatively short maturities and diversifying the portfolio by sector, security type and
issuer. In addition, the Fund maintains a designated surplus reserve roughly equivalent to one percent of STIF’s assets to protect
against security defaults or the erosion of security values due to significant unforeseen market changes. STIF’s reserves are an

important pillar of our investment pool, and STIF is one of the few government investment pools to maintain a reserve.

Financial Information

For Fiscal Year 2019, STIF generated a return of 2.3 percent, outperforming its benchmark by 15 basis points. This solid perfor-
mance resulted in $11.6 million in additional interest income for Connecticut governments and their taxpayers, while also adding
$7 million to STIF’s reserves. STIF has consistently outperformed its benchmark on an annual basis for more than twenty-five
years. The overall soundness of STIF was recognized by S&P Global Ratings (S&P), which affirmed and maintained STIF’s
AAAm rating — the highest rating issued by S&P for money market funds and investment pools. As of June 30, 2019, STIF
had $8.1 billion in assets under management. During the year, local governments opened 29 new STIF accounts, bringing the
total number of municipal accounts at fiscal year-end to 537, demonstrating the continued confidence in the Fund as a solid

investment vehicle.

Internal Control Structure
Management is responsible for maintaining a system of adequate internal accounting controls designed to provide reasonable

assurance that transactions are (i) executed in accordance with management’s general or specific authorization; and (ii) recorded

as necessary to maintain accountability for assets and to permit preparation of financial statements consistent with generally
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accepted accounting principles. We believe the internal controls in effect during Fiscal Year 2019 adequately safeguarded STIF’s

assets and provided reasonable assurance regarding the proper recording of financial transactions.

The concept of reasonable assurance recognizes that the cost of control should not exceed the benefits likely to be derived and

that the valuation of costs and benefits requires estimates and judgments by management.

S&P monitors STIF’s portfolio on a weekly basis to ensure that it maintains the safety and liquidity investors expect. In addition,
the Investment Advisory Council and the Treasurer’'s Cash Management Advisory Board periodically review STIF’s portfolio and

performance throughout the year.

Independent Audit
The State of Connecticut’s independent Auditors of Public Accounts conducted an annual audit of this Comprehensive Annual
Financial Report in accordance with generally accepted auditing standards. The Auditors’ report on the basic financial statements

is included in the Financial Section of this report.

Management Discussion and Analysis

The Government Accounting Standards Board requires that STIF provide a narrative introduction, overview and analysis to ac-
company the basic financial statements in the form of a Management’s Discussion and Analysis (MD&A). This letter of transmittal
and overview is designed to complement the MD&A and should be read in conjunction with it. The MD&A can be found in the

Financial Section immediately following the report of the Auditors.

Awards

The Government Finance Officers Association of the United States and Canada (GFOA) awarded the Fund a Certificate of
Achievement for Excellence in Financial Reporting for its Comprehensive Annual Financial Report for the fiscal year ended June
30, 2018. The Certificate is a prestigious national award recognizing conformance with the highest standards for preparation of

state and local government financial reports.

Additional Information

A section of the Treasury website is dedicated to STIF investors, and features information such as the current daily rate, the
Monthly Manager Report, monthly portfolio listings, historical data, and links to annual and quarterly financial reports aimed at
giving investors information regarding fund characteristics and returns. The site also contains forms, instructions and an investor’s
guide that are designed to help investors better understand the products and services offered by the Treasury including Grant
Express, Debt Service Express, and Clean Water Fund Express. The STIF site and copies of this report may be accessed through

the Treasury’s website, portal.ct.gov/oft.

In addition, STIF Express — a secure online system — allows investors to view account balances and transaction histories as well

as initiate deposits and withdrawals.

We appreciate your participation in STIF, and hope that this Comprehensive Annual Financial Report will prove both informative
and useful. Questions concerning any of the information contained in this report or requests for additional financial information
should be addressed to the Office of the Treasurer, 55 Elm Street, Hartford, Connecticut 06106-1773, or by calling (860) 702-3000.

Sincerely,

c%/w?f— S o

Shawn T. Wooden, Treasurer

State of Connecticut
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State of Connecticut
Pffice of the Treasurer

December 31, 2019

This Comprehensive Annual Financial Report was prepared by the Office of the Treasurer, which manages the assets of the
Short-Term Investment Fund (STIF). As of June 30, 2019, Bank of New York Mellon served as custodian for STIF. All invest-

ments are made in instruments authorized by Connecticut General Statutes Sections 3-27¢ through 3-271.

The Office of the Treasurer is responsible for the accuracy of the data contained herein, the completeness and fairness of
the presentation, and all disclosures. We present the STIF’s financial statements as being accurate in all material respects

and prepared in conformity with generally accepted accounting principles.
Such financial statements are audited annually by the State’s independent Auditors of Public Accounts.

To carry out this responsibility, the Office of the Treasurer maintains financial policies, procedures, accounting systems
and internal controls, which management believes provide reasonable, but not absolute, assurance that accurate financial

records are maintained and investments and other assets are safeguarded.

Itis our belief that the contents of this Comprehensive Annual Financial Report make evident the Treasury’s commitment to

the safe custody and conscientious stewardship of the STIF.

In management’s opinion, the internal control structures of the Office of the Treasurer and of the STIF are adequate to en-

sure that the financial information in this report fairly presents STIF’s operational and financial condition.

Sincerely,

; V. Ww

Darrell V. Hill, Deputy Treasurer

State of Connecticut

portal.ct.gov/ott m email: state.treasurer@ct.gov m phone: 860 702 3000 m toll free: 800 618 3404



®

Government Finance Officers Association

Certificate of

Achievement
for Excellence
in Financial
Reporting

Presented to

Connecticut State Treasurer's

Short-Term Investment Fund

For its Comprehensive Annual

Financial Report
for the Fiscal Year Ended

June 30, 2018

Chuilophu P- Montd

Executive Director/CEO

2019 SHORT TERM INVESTMENT FUND (STIF) COMPREHENSIVE ANNUAL REPORT




INntroduction

MISSION STATEMENT

The Connecticut State Treasurer’s Office’s mission is to perform in the highest
professional and ethical manner to safeguard the state’s public resources.
Our office policy, investment, and borrowing decisions, encourage greater financial
literacy, education, job and economic growth, and equal opportunity for
all who call Connecticut home, a place to do business, and invest.

Constitutional and

Statutory Responsibilities

The Office of the Treasurer was established
following the adoption of the fundamental orders
of Connecticut in 1638. The Treasurer shall receive
all funds belonging to the State and disburse
the same only as may be directed by law, as
described in Article Fourth, Section 22 of the
Connecticut Constitution and in Title 3 of the
Connecticut General Statutes.

The Treasurer, as chief elected financial officer
for the State, oversees the prudent preservation
and management of State funds, including the in-
vestment of a $36 billion portfolio of pension and
trust fund assets, $9.9 billion in total state

and local short-term investments, and $5 billion
of assets in the Connecticut Higher Education
Trust. The Treasurer maintains an accurate ac-
count of all funds through sophisticated security
measures and procedures.

Public Service

The Office of the Treasurer includes an Execu-
tive Office as well as six divisions, each with spe-
cific responsibilities: Cash Management, Debt
Management, Management Services, Pension
Funds Management, Second Injury Fund, and
Unclaimed Property.
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THE OFFICE OF THE TREASURER

TREASURER

CASH DEBT MANAGEMENT

UNCLAIMED

PENSION FUNDS 8 SECOND INJURY
MANAGEMENT

MANAGEMENT @8 MANAGEMENT SERVICES

PROPERTY
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AUDITORS OF PUBLIC ACCOUNTS

State Capitol
JOHN C. GERAGOSIAN 210 Capitol Avenue ROBERT J. KANE
Hartford, Connecticut 06106-1559

INDEPENDENT AUDITORS’ REPORT

Governor Ned Lamont
Members of the General Assembly:

Report on the Financial Statements

We have audited the accompanying financial statements of the Short-Term Investment Fund, which
comprise the statement of net position as of June 30, 2019, the statement of changes in net position
for the fiscal years ended June 30, 2019, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
conformity with U.S. generally accepted accounting principles; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Short-Term Investment Fund as of June 30, 2019, and the statement of
changes in financial position for the fiscal year ended June 30, 2019, in conformity with accounting
principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1 to the financial statements, the financial statements referred to in the first
paragraph are intended to present only the Short-Term Investment Fund administered by the Office
of the State Treasurer. They do not purport to, and do not, present fairly the financial position of the
State of Connecticut as of June 30, 2019, and the changes in financial position for the fiscal year end
June 30, 2019, in conformity with generally accepted accounting principles in the United States of
America. Our opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Management’s Discussion and Analysis, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board who considers it to be an essential part
of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.

Supplementary Information

Our audit was made for the purpose of forming an opinion on the financial statements of the Short-
Term Investment Fund as a whole. The list of investments at June 30, 2019 is presented for purposes
of additional analysis and is not a required part of the financial statements of the Short-Term
Investment Fund. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements of the Short-Term Investment Fund and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America.
In our opinion, the information is presented fairly in all material respects in relation to the financial
statements taken as a whole.

Other Information

The introductory, investment and statistical sections, includes information that is presented for
purposes of additional analysis and is not a required part of the basic financial statements. Such
information, other than the list of investments at June 30, 2019 specifically noted within the
investment section, has not been subjected to the auditing procedures applied in the audit of the basic
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financial statement and, accordingly, we do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December
31,2019, on our consideration of the State Treasury’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion
on the internal control over financial reporting or on compliance. That report will be issued under
separate cover in the Independent Auditors’ Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards for the Fiscal Year Ended June 30, 2019, and is an
integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

- A =

John C. Geragosian Robert J. Kane
State Auditor State Auditor
December 31, 2019

State Capitol
Hartford, Connecticut
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SHORT-TERM INVESTMENT FUND
MANAGEMENT’S DISCUSSION AND ANALYSIS

Short-Term Investment Fund
Management’s Discussion and Analysis

This section presents Management’s Discussion and Analysis
(MD&A) of the Comprehensive Annual Financial Report (CAFR)
of the Connecticut State Treasurer’s Short-Term Investment
Fund’s (STIF) financial position and performance for the fiscal
year ended June 30, 2019. It is presented as a narrative overview
and analysis. Management of the Office of the Treasurer encour-
ages readers to review it in conjunction with the transmittal letter
included in the Introductory Section at the front of this report and

the financial statements in the Financial Section that follow.

STIF serves as an investment vehicle for the operating cash of
the State Treasury, State agencies and authorities, municipalities,
and other political subdivisions of the State. STIF is a AAAm rated
investment pool of high-quality, short-term money market instru-
ments and is managed for the sole benefit of the participants. All
income is distributed monthly after deducting operating costs of
approximately two to four basis points and an allocation to the
Fund’s designated surplus reserve of 10 basis points (generally

until the reserve reaches one percent of Fund assets).

The STIF Financial statements reported by the Treasurer’s Office
for which the Treasurer has fiduciary responsibility for the invest-
ment thereof follow this MD&A and provide detailed information
about the Fund.

Short-Term Investment Fund
Net Position and Changes in Net Position

The net position in the Short-Term Investment Fund at the close of
Fiscal Year 2019 was approximately $8.1 billion, versus $6.8 billion

the previous year.

General financial market conditions resulted in an annual total re-
turn of 2.30 percent, net of operating expenses and allocations to
Fund reserves in fiscal 2019, higher than the annual total return in
fiscal 2018. The annual total return exceeded that achieved by its
benchmark, which was 2.15 percent, by 15 basis points, resulting

in $11.6 million in additional interest income for Connecticut govern-

ments and their taxpayers while also adding $7 million to the Fund’s

reserves.

General financial market conditions resulted in an annual total re-
turn of 1.39 percent, net of operating expenses and allocations to
Fund reserves in fiscal 2018, slightly higher than the annual total
return in fiscal 2017. The annual total return exceeded that achieved
by its benchmark, which was 1.27 percent, by 12 basis points, re-
sulting in $7.0 million in additional interest income for Connecticut
governments and their taxpayers while also adding $5.2 million to

the Fund’s reserves.

Designated Surplus Reserve - In order to support the creditworthi-
ness of the Fund and provide some additional protection against
potential credit losses, a designated surplus reserve (reserve) is
maintained. The amount transferred to the reserve is equal to the
annualized rate of 0.1 percent of the end-of-day investment bal-
ances. Generally, no transfer is made if the reserve account is equal
to or greater than 1.0 percent of the daily investment balance. During
the fiscal year, $7 million was transferred into the reserve, bringing
the total reserve to $68.3 million.

Overview of the Financial Statements

This discussion and analysis is an introduction to the Office of
the Treasurer’s STIF basic financial statements, which are com-
prised of: 1) Statement of Net Position, 2) Statement of Changes

in Net Position and 3) Notes to the Financial Statements.

The Statement of Net Position and the Statement of Changes in
Net Position are two financial statements that report information
about the STIF. These statements include all assets and liabilities
using the accrual basis of accounting. The current year’s revenues
and expenses are taken into account regardless of when cash is

received or paid.

The Statement of Net Position presents all of the Fund’s assets
and liabilities, with the difference between the two reported as

“net position.”
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SHORT-TERM INVESTMENT FUND
MANAGEMENT’S DISCUSSION AND ANALYSIS

Condensed Statement of Net Position
Fiscal Year Ended June 30:

ASSETS 2019

Increase (Decrease) 2018

Investment in Securities,

at Amortized Cost $8,097,478,206

$ 1,301,059,906 $6,796,418,299

Receivables and Other 14,851,695 3,914,472 10,937,224
Total Assets 8,112,329,901 1,304,974,378 6,807,355,523
Liabilities (16,572,866) (5,870,717) (10,702,148)

Net Position $ 8,095,757,035 $1,299,103,661 $ 6,796,653,375

Condensed Statement of Changes in Net Position
Fiscal Year Ended June 30:
ADDITIONS 2019 Increase (Decrease) 2018

Net Interest Income $ 178,327,882 $ 81,306,018 $ 97,021,865
Net Realized Gains 13,013 12,013 1,000
Net Increase Resulting

from Operations 178,340,895 81,318,031 97,022,865

Purchase of Units

by Participants 20,313,109,280

3,081,715,049 17,231,394,231

TOTAL ADDITIONS 20,491,450,175

DEDUCTIONS

Distribution of Income

to Participants (169,346,185)

Redemption of Units
by Participants (19,020,993,205)

Operating Expenses (2,007,125)

3,163,033,080 17,328,417,096

(79,416,458) (89,929,727)

(2,110,937,632) (16,910,055,574)

(140,360) (1,866,764)

TOTAL DEDUCTIONS (19,192,346,515)

Change in Net Position
Net Position - beginning
of year

1,299,103,660

6,796,653,375

(2,190,494,450) (17,001,852,085)

972,538,630 326,565,031

326,565,031 6,470,088,344

NET POSITION - End of year $ 8,095,757,035

$ 1,299,103,661 $ 6,796,653,375

The Statement of Changes in Net Position presents information
showing how the Fund’s net position changed during the most re-
cent fiscal year. All changes in net assets are reported as soon as
the underlying events giving rise to the change occur, regardless of

the timing of related cash flows.

The Notes to the Financial Statements provide additional informa-
tion that is essential to a full understanding of the data provided in

the Fund’s financial statements.

Economic Conditions and Outlook

Economic growth in the United States, as measured by Gross Do-
mestic Product (GDP), averaged 2.7 percent during the fiscal year,
down from the prior fiscal year average of 2.8 percent. While 2.7
percent is not considered robust, it is still indicative of a resilient
economy. In contrast, Eurozone economic growth averaged 1.3 per-

cent during the fiscal year. While growth in the US economy slowed

during the second half of the fiscal year (2.5 percent versus 2.8
percent in the first half), it continued to be strong relative to the de-

veloped world.

Domestic inflation during the fiscal year, as measured by the
change in the consumer price index, averaged 2.1 percent during
the fiscal year, which was lower than the 2.3 percent recorded dur-
ing fiscal 2018. More troubling is the fact that inflation in the first half
of fiscal 2019 averaged 2.4 percent and in the second half of the
fiscal year, inflation only averaged 1.7 percent, which was below the
Fed'’s target of two percent. Similarly, Eurozone inflation was below
the European Central Bank’s (ECB) target of two percent as well.
Eurozone inflation averaged 1.7 percent for fiscal 2019, which was
also stronger in the first half (2 percent) and weaker in the second

half (1.4 percent).
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SHORT-TERM INVESTMENT FUND
STATEMENT OF NET POSITION
JUNE 30, 2019

ASSETS
Investments in securities, at amortized cost (Note 7)
Accrued interest and other receivables
Prepaid assets
Total assets

LIABILITIES
Distribution payable

NET POSITION - Held in trust for participants (includes reserves)

SHORT-TERM INVESTMENT FUND
STATEMENT OF CHANGES IN NET POSITION
FOR THE FISCAL YEAR ENDED JUNE 30, 2019

2019

$ 8,097,478,206
14,789,399
62,296

8,112,329,901

16,572,866

$ 8,095,757,035

ADDITIONS

Operations:
Interest income
Net investment income

Net realized gains

Net increase in net position resulting from operations

Share transactions at net asset value of $1.00 per share
Purchase of units

Total additions

DEDUCTIONS

Distribution to participants (Notes 2 & 6)
Distributions to participants *
Total distributions paid and payable

Share transactions at fair value of $1.00 per share
Redemption of Units

Operations:
Operating expense

Total deductions
* Net of designated reserve transfer contributions and expenses

Change in Net Position

Net Position Held in Trust for Participants
Net Position - Beginning of Year

Net Position - End of Year

See accompanying notes to the Financial Statements

2019

$ 178,327,882

178,327,882
13,013

178,340,895

20,313,109,280

20,491,450,175

(169,346,185)

(169,346,185)
(19,020,993,205)

(2,007,125)

(19,192,346,515)

1,299,103,660

6,796,653,375

$ 8,095,757,035
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NOTES TO FINANCIAL STATEMENTS

Note 1: Introduction and Basis of Presentation

Note 2: Summary of Significant

The Short-Term Investment Fund (STIF or the Fund) is a money
market investment pool managed by the Treasurer of the State
of Connecticut. Section 3-27 of the Connecticut General Statutes
(CGS) created STIF. Pursuant to CGS 3-27a - 3-27f, the State, mu-
nicipal entities, and political subdivisions of the State are eligible to
invest in the Fund. Securities in which the State Treasurer is autho-
rized to invest monies of STIF include United States government
and agency obligations, certificates of deposit, commercial paper,
corporate bonds, saving accounts, bankers’ acceptances, repur-
chase agreements, and asset-backed securities. STIF is authorized

to issue an unlimited number of units.

For State of Connecticut financial reporting purposes, STIF is con-
sidered to be a mixed investment pool — a pool having external and
internal portions. The internal portion (i.e., the portion that belongs
to investors that are part of the State’s financial reporting entity) is
not displayed in the State’s basic financial statements. Instead, each
fund type’s investment in STIF is reported as “cash equivalents” in
the Statement of Net Position. The external portion (i.e., the portion
that belongs to investors which are not part of the State’s financial
reporting entity) is recorded in an investment trust fund in the basic

financial statements.

The fund is considered a “2a7-like” pool and reports the investments
at amortized cost (which approximates fair value). A 2a7-like pool is
not necessarily registered with the Securities and Exchange Com-
mission (SEC) as an investment company, but nevertheless has a
policy that is similar to the SEC’s requirements of rule 2a7 of the
Investment Company Act of 1940. The Fund reports net assets at
amortized cost for financial reporting purposes and the determina-
tion of net asset value, consistent with Government Accounting
Standards Board (GASB) financial reporting standards, while SEC
rule 2a7 requires a floating rate, market price-based valuation for

institutional prime money market funds.

Related Party Transactions

STIF had no related party transactions during the fiscal year with
the State of Connecticut and its component units including leasing
arrangements, the performance of administrative services and the

execution of securities transactions.

Accounting Policies

Financial Reporting Entity

The Fund is a Fiduciary Investment Trust Fund. A fiduciary fund is
used to account for governmental activities that are similar to those
found in the private sector where the determination of net income is
necessary or useful to sound financial administration. The generally
accepted accounting principles (GAAP) used for fiduciary funds are
generally those applicable to similar businesses in the private sec-

tor. The Fund uses the accrual basis of accounting.

Security Valuation of Financial Instruments

The assets of the Fund are carried at amortized cost (which ap-
proximates fair value). All premiums and discounts on securities are
amortized or accreted on a straight line basis. The Fund’s custodian
calculates the fair value of investments daily and the Fund calcu-
lates a fair value shadow price once a month (at a minimum) in
compliance with GASB 79.

As of June 30, 2019 the shadow price of the Fund was $1.0087 and
the ratio of fair value to amortized cost was 99.9863%.

Security Transactions

Purchases and sales of investments are recorded on a trade date
basis. Gains and losses on investments are realized at the time of
the sales and are calculated on the basis of an identified block or
blocks of securities having an identified amortized cost. Bond cost

is determined by identified lot.

Interest Income
Interest income, which includes amortization of premiums and ac-

cretion of discounts, is accrued as earned.

Expenses
Operating and interest expenses are accounted for on an accrual
basis.

Fiscal Year
The fiscal year of STIF ends on June 30, 2019.

Distributions to Investors
Distributions to investors are earned on units outstanding from date
of purchase to date of redemption. Income is calculated daily based

upon the actual earnings of the Fund net of administrative expenses
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and, if applicable, an allocation to the designated surplus reserve.
Distributions are paid monthly within two business days of the end
of the month, and are based upon actual number of days in a year.
Shares are sold and redeemed at a constant $1.00 net asset value
per share, which is consistent with the per share net asset value of
the Fund, excluding the designated surplus reserve.

Designated Surplus Reserve

While STIF is managed prudently to protect against losses from
credit and market changes, the Fund is not insured or guaranteed
by any government. Therefore, the maintenance of capital cannot
be fully assured. In order to provide some protection to the share-
holders of STIF from potential credit and market risks, the Treasurer
has designated that a portion of each day’s net earnings be trans-
ferred to the designated surplus reserve (reserve). Such amounts
are restricted in nature and are not available for current distribution
to shareholders. The amount transferred daily to the designated
surplus reserve is equal to 0.1 percent of end-of-day investment
balance divided by the actual number of days in the year until the
reserve account is equal to or greater than 1.0 percent of the daily
investment balance. If net losses significant to the aggregate port-
folio are realized, the Treasurer is authorized to transfer funds from
the reserve to Participants with Units Outstanding.

As of June 30, 2019, the balance in the designated surplus reserve was

$68,331,277, which reflects $7 million in contributions during the year.

Estimates

The preparation of the financial statements in conformity with
GAAP requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclo-
sure of contingent assets and liabilities in the financial statements

Uninsured Bank Accounts

as well as the reported amounts of revenues and expenses during

the reporting period. Actual results could differ from those estimates.

Note 3: Deposit And Investment Disclosures

A formal investment policy (as adopted August 21, 1996 and revised
June 16, 2008 and April 17, 2009) specifies policies and guidelines
that provide for the systematic management of STIF and prudent
and productive investment of funds. All securities of STIF are
registered under the Bank of New York Mellon nominee name,
MAC & Co.

Custodial Credit Risk — Deposits

The custodial credit risk for deposits is the risk that in the event
of a bank failure, the STIF’s deposits may not be recovered. The
STIF follows policy parameters that limit deposits in any one entity
to a maximum of ten percent of total assets with a ten-business-day
cure period. Further, the certificates of deposits must be issued from
commercial banks whose short-term debt is rated at least A-1 by
S&P Gilobal Ratings and F-1 by Fitch and whose long-term debt
is rated at least A- by S&P and Fitch, or backed by a letter of credit
issued by a Federal Home Loan Bank.

Deposits in FDIC insured banks are insured up to $250,000 (as
of June 30, 2019); any amount above this limit is considered unin-
sured. Additionally, state banking regulation requires all Connecticut
public depositories to segregate collateral against public depos-
its in an amount equal to at least ten percent of the outstanding
deposit. As of fiscal year-end, deposit instruments in STIF totaled
$3,664,972,559. Of that amount, $2,779,247,559 was exposed to
custodial credit risk representing the portion that was uninsured,
uncollateralized or not backed by a letter of credit.

Bank Amortized Cost Uninsured/Uncollateralized
ANZ BANK $ 350,000,000 $ 350,000,000
BRANCH BANKING & TRUST CO. 250,000,000 249,750,000
BERKSHIRE BANK 50,000,000

CITIZENS BANK NA 250,000,000

DEXIA CREDIT LOCAL 75,000,000 75,000,000
DZ BANK 350,000,000 350,000,000
FED INSURED CUSTODIAL ACCT 50,000,000

FIRST REPUBLIC BANK 200,000,000

NATIONAL BANK OF CANADA 200,000,000 200,000,000
NORDEA BANK 275,000,000 275,000,000
PEOPLE'S UNITED BANK 50,000,000

ROYAL BANK CANADA 175,024,559 175,024,559
SANTANDER BANK 150,000,000

SCOTIA BANK 300,000,000 300,000,000
SVENSKA HANDELSBANKEN 339,948,000 339,948,000
TD BANK NA 350,000,000 314,775,000
UNITED BANK 100,000,000

US BANK, NA, DTC CD 150,000,000 149,750,000
TOTAL $ 3,664,972,559 $ 2,779,247,559

*Dexia Credit Local deposit guaranteed by the governments of France, Belgium and Luxembourg.
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Interest Rate Risk — Investments

Interest rate risk is the risk that changes in the general level of inter-
est rates will adversely affect the fair value of an investment. The
STIF’s policy for managing interest rate risk is to limit investments to
a very short weighted average maturity, not to exceed 90 days, and

to comply with S&P Global Ratings’ requirement that the weighted

Investment Maturity in Years

average maturity not exceed 60 days. The weighted-average matu-
rity is calculated daily and reported to S&P Global Ratings weekly
to ensure compliance. As of June 30, 2019 the weighted average
maturity of STIF was 43 days. The breakdown of STIF’s maturity

profile is outlined below.

Investment type Amortized Cost Less than one One - five
Rank Deposit Instruments
Fixed $2,939,948,000 $2,939,948,000 $-
Floaters 725,024,559 725,024,559 -
Federal Agency Securities
Fixed 1,039,270,496 1,039,270,496 -
Floaters 909,016,020 644,953,474 264,062,546
Corporate & Bank Commercial Paper
Fixed 1,598,824,130 1,598,824,130 -
Floaters 275,000,000 275,000,000 -
Repurchase Agreements 610,395,000 610,395,000 -
TOTAL $ 8,097,478,206 $7.833,415,659 $ 264,062,546

Additionally, STIF is allowed by policy to invest in floating-rate debt
securities. Further, investment in floating rate securities with maturi-
ties greater than two years is limited to no more than 20 percent of
the overall portfolio. For purposes of the weighted average maturity
calculation and classification in the chart above, variable-rate secu-
rities are calculated using their interest rate reset dates. Because
these securities reset frequently to prevailing market rates, interest
rate risk is substantially reduced. As of fiscal year-end, the STIF

portfolio held $1.9 billion in variable rate securities.

Credit Risk of Debt Securities

Credit risk is the risk that an issuer or other counterparty to an in-
vestment will not fulfill its obligations. Concentration of credit risk is
the risk of loss attributed to the magnitude of the investment in a

single issuer.

Investment credit risk and concentration of credit risk of debt securi-

ties will be managed as follows:

e The STIF will purchase short-term, high-quality fixed
income securities as allowed by CGS 3-27¢ - 3-27e and
further defined within Connecticut State Treasurer’s
Short-Term Investment Fund Investment Policy, S&P
Global Ratings’ AAAm Principal Stability Fund

Guidelines and the Governmental Accounting

Standards Board Statement Number 79. To be considered
high-quality, a security must be rated in the highest short-
term rating category by one or more Nationally Recognized
Statistical Rating Organizations (“NRSRO”).

STIF will perform a fundamental credit analysis to develop
and approve a database of issuers that meet the Fund’s
standard for minimal credit risk. STIF will monitor the
credit risks of all portfolio securities on an ongoing basis
by reviewing the financial data, issuer news and

developments, and ratings of designated NRSROs.

STIF generally will comply with the following diversification
limitations that are additional to those set forth in SEC
Rule 2a-7, GASB Statement Number 79 and S&P Global
Ratings’ AAAm Principal Stability Fund Guidelines. First,
at least 75 percent of fund assets will be invested in
securities rated ‘A-1+” or equivalent. Second, exposure

to any single non-governmental issuer’s securities will not
exceed 5 percent (at the time a security is purchased),
exposure to any single money market mutual fund

(rated AAAm) will not exceed 5 percent of fund assets and
exposure to money market mutual funds in total will not

exceed 10 percent.

19

2019 SHORT TERM INVESTMENT FUND (STIF) COMPREHENSIVE ANNUAL REPORT




STIF’s credit quality ratings were as follows at June 30, 2019:

Credit Quality Rating

AA [ A-1+

Al A1

A-2

U.S Government Securities
N/R

Total

Amortized Cost  Percentage of Amortized Cost
$ 5,977,848,820 73.8%
750,000,000 9.3%
650,000,000 8.0%
519,629,386 6.4%
200,000,000 2.5%
$ 8,097,478,206 100.0%

*A-2 and N/R investments are backed by irrevocable standby letters of credit provided by Federal Home Loan Banks
**Investments with implicit government guarantees such as government sponsored enterprises and repurchase
agreements backed by the collateral and carried under their respective credit rating of AA/A 1+. Investments with
explicit government guarantees are carried under U.S. Government Securities. )

As of June 30, 2019, the table below lists issuers with concentrations of greater than 5 percent.

Issuer Fair Value Percent of Total Portfolio
Federal Farm Credit $ 721,895,814 8.9%
Federal Home Loan Bank 790,785,481 9.8%
Royal Bank Canada 625,064,276 7.7%

*Royal Bank of Canada includes investments in RBC and repurchase agreements with RBC.

Investments, Fair Value Hierarchy

STIF investments are carried at amortized cost, but fair value is
reported in certain note disclosures as required by GAAP. STIF
investments are measured and reported at fair value and classified

according to the following hierarchy:

Level 1 — Investments reflect unadjusted quoted prices in ac-

tive markets for identical assets.

Level 2 — Investments reflect prices that are based on inputs
that are either directly or indirectly observable for an asset (includ-
ing quoted prices for similar assets), which may include inputs in

markets that are not considered to be active.

Level 3 — Investments reflect prices based upon unobservable

inputs for an asset.

The categorization of investments within the hierarchy is based

upon the pricing transparency of the instrument and should not be

perceived as the particular investment’s risk.

Debt securities classified in Level 1 of the fair value hierarchy are
valued using prices quoted in active markets for those securities.
Debt securities classified in Level 2 of the fair value hierarchy are
valued using a pricing methodology that uses evaluation models,
such as matrix pricing, to value securities based on a security’s re-
lationship to benchmark quoted prices. Debt securities classified in
Level 3 of the fair value hierarchy are subject to being priced by an
alternative pricing source utilizing discounted cash flow models and
broker bids, or may have an estimated fair value equal to cost, due

to the absence of an independent pricing source.

Certain investments, such as bank deposit instruments, money
market funds and repurchase agreements, are not included in the
following tables because they are not negotiable instruments and

are valued at cost.

STIF has the following fair value measurements as of June 30, 2019:

Fair Market Value by Input Level

Investments by fair value level:

June 30, 2019

Quoted Prices Significant Other Significant
in Active Market Observable Unobservable
for Identical Assets Inputs Inputs
Level 1 Level 2 Level 3

Federal Agency Securities
Corporate & Bank Commercial Paper

$1,949,422,303 -
1,873,736,845 —

$ 1,949,422,303 -
1,873,736,845 —

Total debt securities measured at fair value

$ 3,823,159,147 -

$ 3,823,159,147 -
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Note 4: Custodian

BNY Mellon was appointed as custodian for STIF effective Decem-

ber 9, 2013. STIF pays an approximately $282,000 annual custodial
fee for the Short-Term Investment Unit.
Note 5: Administration

STIF is managed and administered by employees of the State of
Connecticut Treasury. Salaries and fringe benefit costs as well as

operating expenses are charged directly to the Fund.

Note 6: Distributions to Investors

The components of the distributions to investors are as follows for

the income earned during the twelve months ended:

Distributions: 2019 2018
July $10,982,199 $ 5,374,620
August 12,104,100 5,998,212
September 11,599,059 5,605,317
October 12,616,522 5,668,566
November 12,274,971 5,474,579
December 12,680,419 5,834,846
January 14,272,953 7,124,016
February 14,538,418 7,840,017
March 15,864,106 9,233,470
April 16,883,025 10,052,118
May 18,957,547 11,021,818
June (Payable at June 30) 16,572,865 10,702,148
Total Distribution Paid & Payable $ 169,346,185 $ 89,929,727
Note 7: Investments in Securities
The following is a summary of investments in securities,
at amortized cost and fair value as of June 30, 2019:
Investment Type Amortized Cost Fair Value
Bank Deposits $2,814,972,559 $2,815,037,337
Deposits with Government Backing 850,000,000 850,000,000
Non-Financial Credit Instruments 1,873,824,130 1,873,736,845
Government Agency Securities 1,948,286,516 1,949,422,303
Repurchase Agreements 610,395,000 610,395,000
Total $ 8,097,478,206 $ 8,098,591,484
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Repurchase agreements are agreements to purchase securities
from an entity for a specified amount of cash and to resell the secu-
rities to the entity at an agreed upon price and time. They are used
to enhance returns with minimal risk on overnight cash deposits
of the Fund. Such transactions are only entered into with primary
government securities dealers who report directly to the Federal
Reserve Bank of New York and commercial banks that meet cer-
tain quality standards. All repurchase agreements are collateralized
at between 100 percent and 102 percent of the securities’ value. As

of fiscal year end, STIF held $610 million in repurchase agreements.

In response to changes to SEC rule 2a-7 and in an effort to enhance
comparability of financial statements among governments the
Government Accounting Standards Board (GASB) issued GASB
Statement No. 79, Certain External Investment Pools and Pool
Participants, effective December 15, 2015. Statement 79 addresses
accounting and financial reporting for certain external investment
pools and pool participants. Specifically, it establishes criteria for an
external investment pool to qualify for making the election to mea-
sure all of its investments at amortized cost for financial reporting
purposes. The specific criteria address (1) how the external invest-
ment pool transacts with participants; (2) requirements for portfolio
maturity, quality, diversification, and liquidity; and (3) calculation
and requirements of a shadow price. Significant noncompliance
would prevent the external investment pool from measuring all of
its investments at amortized cost for financial reporting purposes.
If an external investment pool meets the criteria in this Statement
and measures all of its investments at amortized cost, the pool’s
participants also should measure their investments in that external
investment pool at amortized cost for financial reporting purposes.
STIF is in compliance with GASB Statement No. 79 and has elected

to measure its investments on an amortized cost basis.

In an effort to improve disclosures associated with derivative con-
tracts, the Government Accounting Standards Board (GASB) is-
sued GASB Statement No. 53, Accounting and Financial Reporting
for Derivative Instruments, effective for the fiscal years beginning
after June 15, 2009. Statement No. 53 requires that all derivatives
be reported on the Statement of Net Position and defines a deriva-
tive instrument as a financial instrument or other contract that has
all of the following characteristics: a) Settlement factors. It has (1)
one or more reference rates and (2) one or more notional amounts
or payment provisions or both, b) Leverage. It requires no initial net
investment or an initial net investment that is smaller than would be
required for other types of contracts that would be expected to have

a similar response to changes in market factors, and c) Net settle-

ment. Its terms require or permit net settlement, it can readily be
settled net by a means outside the contract, or it provides for deliv-
ery of an asset that puts the recipient in a position not substantially

different from net settlement.

For the fiscal year ended June 30, 2019 STIF held adjustable-rate
U.S. government agency securities whose interest rates vary direct-
ly with short-term money market indices and are reset either daily,
weekly, monthly or quarterly. Such securities allow the Fund to earn
higher interest rates as market rates increase, thereby increasing
fund yields and protecting against the erosion of market values from
rising interest rates. These adjustable rate securities have similar

risks as fixed-rate securities from the same issuers.

Note 8: Credit Rating of the Fund

Throughout the year ended June 30, 2019 STIF was rated AAAm,
its highest rating, by S&P Global Ratings (S&P). In November 2018,

following a review of the portfolio and STIF’s investment policies,

management and procedures, S&P reaffirmed STIF's AAAm rating
and has continued to maintain this high rating throughout the cur-
rent fiscal year. In order to maintain an AAAm rating, STIF adheres

to the following guidelines:
* Weekly portfolio and market value calculations;

* Maintenance of credit quality standards for portfolio
securities with at least 50% of such securities rated
A-1+ or invested in overnight repurchase agreements

with dealers or banks rated A-1;

Ensuring adequate portfolio diversification standards
with no more than 5% of the portfolio invested in an
individual security and no more than 10% invested in

an individual issuer, with a ten-business day cure period,
excluding one and two day repurchase agreements

and U.S. government agency securities; and

* A limit on the overall portfolio weighted average maturity

(currently no more than 60 days).

It is the Treasurer’s intention to take any and all such actions as

are needed from time to time to maintain the AAAm rating.

Note 9: Subsequent Events

The Fund management has evaluated the events and transactions
that have occurred through December 31, 2019 the date the
basic financial statements were available to be issued. There were
no subsequent events identified related to STIF that could have a

material impact on STIF’s financial statements.
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Investment

Description of the Fund

The Treasurer’s Short-Term Investment Fund (STIF or the Fund) is
an AAAm rated investment pool of high-quality, short-term money
market instruments managed by the Treasurer’s Cash Management
Division. Created in 1972, it serves as an investment vehicle for the
operating cash of the State Treasury, State agencies and authorities,
municipalities, and other political subdivisions of the State (See Fig-
ure 1-1). STIF’s objective is to provide as high a level of current income
as is consistent with, first, the safety of principal and, second, the pro-
vision of liquidity to meet participants’ daily cash flow requirements.
During the 2019 fiscal year, STIF’s portfolio averaged $7.5 billion.

STIF employs a top-down approach to developing its investment
strategy for the management of its assets. Starting with the objec-
tives of the Fund, STIF considers constraints outlined in its invest-
ment policy, which include among other parameters: liquidity man-
agement, limitations on the portfolio’s weighted average maturity
and permissible investment types. Next, an asset allocation is de-
veloped to identify securities that are expected to perform well in
the current market environment. Over the long-term, STIF continu-
ally analyzes expectations of future interest rate movements and
changes in the shape of the yield curve to ensure the most prudent
and effective short-term money management for its clients. Ongoing
credit analysis enables STIF to enhance its yield by identifying high-
quality credits in undervalued sectors of the economy.

STIF pays interest monthly based on the daily earnings of the Fund
less Fund expenses and an allocation to the Fund’s designated sur-
plus reserve. The daily reserve allocations equal one-tenth of one
percent of the Fund’s daily balances divided by the number of days

Section

in the year, until the reserve totals one percent of the Fund’s daily
balance. The reserve at June 30, 2019, totaled $68.3 million.

To help the Fund and its investors evaluate performance, STIF com-
pares its returns to various benchmarks. The primary benchmark
is the iMoneyNet Money Fund AverageTM - Rated First Tier Insti-
tutional Average (MFR) Index. This index represents an average of
institutional money market mutual funds rated AAAm that invest pri-
marily in first-tier (securities rated A-1, P-1) taxable securities. While
STIF’s investment policy allows for somewhat greater flexibility than
these SEC-registered funds, the MFR Index is the most appropriate
benchmark against which to judge STIF’s performance. During the
past year, STIF’s actual investment strategy has been considerably
more conservative than most private money funds and its own in-
vestment policy would permit. (See Figure 1-3)

STIF’s yields also are compared to the average three-month Trea-
sury Bills rate and a three-month certificate of deposit (CD) rate.
The former benchmark is used to measure STIF’s effectiveness in
achieving yields in excess of a “risk-free” investment. The latter is
discussed for the benefit of STIF investors, many of whom invest
in bank certificates of deposit. In viewing these benchmarks, it is
important to keep in mind that yields of CD’s will exceed those of
the T-Bill index due to a CD’s slightly higher risk profile and com-
paratively lower liquidity. Additionally, it is important to note that the
90-day benchmarks exceed STIF’s shorter average maturity. In or-
der to maintain its AAAm rating, the STIF cannot exceed a 60-day
weighted average maturity (WAM) limit. Furthermore, these bench-
marks are “unmanaged” and are not affected by management fees

or operating expenses.
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Among the Fund’s several achievements during the 2019 fiscal year
was the reaffirmation and continuation of its AAAm rating by S&P
Global Ratings (S&P). In S&P’s view, “a fund rated AAAm’ demon-
strates extremely strong capacity to maintain principal stability and
to limit exposure to principal losses due to credit risk.”

Portfolio Characteristics

During Fiscal Year 2019, the STIF portfolio continued its conserva-
tive investment approach of balancing liquidity and stability while
maximizing yield for investors. STIF’s conservative investment prac-
tices include maintaining abundant liquidity, a well-diversified port-
folio, and significant holdings of securities issued, guaranteed or

insured by the U.S. government and federal agencies.

Accordingly, at yearend STIF held 41 percent of Fund assets in
overnight investments or investments that are available on a same-
day basis. During the fiscal year, the Fund’'s WAM fluctuated be-
tween a low of 27 days and a high of 44 days, and ended the year
at 43 days. Fifty-four percent of the Fund’s assets were invested in
securities with maturities, or interest rate reset dates for adjustable
rate securities, of less than 30 days. (See Figure 1-2)

The Fund ended the year with a 42% percent concentration in se-
curities issued, guaranteed or insured by the U.S. government or
federal agencies (including deposit instruments backed by irrevo-
cable Federal Home Loan Bank letters of credit) or in repurchase
agreements backed by such securities. In total, 91 percent of STIF’'s
assets are rated A-1+ or have some form of government support.
The Fund’s three largest security weightings included bank depos-
its (45 percent), non-financial credit instruments (23 percent), and
government agency securities (24 percent). (See Figure 1-5)

Market Review

Fiscal Year 2019 was a transitional year in the markets. During the
course of the fiscal year, the Federal Reserve Bank (Fed) tightened
monetary policy, paused, and then set their sights on switching to a
more accommodative stance.

While changes in Fed monetary policy is typically the result of
changes in the domestic economy, or, better put, expected changes
in the domestic economy, the current transitional state is due more
to uncertainty than economic stress. The uncertainty being consid-

ered is a function of many issues, among these are:

¢ Weak global economic growth;
e Stubbornly low global inflation; and

* Domestic trade policies

Economic growth in the United States, as measured by Gross Do-
mestic Product (GDP), averaged 2.7 percent during the fiscal year,
down from the prior fiscal year average of 2.8 percent. While 2.7
percent is not considered robust, it is still indicative of a resilient
economy. In contrast, Eurozone economic growth averaged 1.3

percent during the fiscal year. While growth in the U.S. economy
slowed during the second half of the fiscal year (2.5 percent versus
2.8 percent in the first half), it continued to be strong relative to the
developed world.

Domestic inflation during the fiscal year, as measured by the
change in the consumer price index, averaged 2.1 percent during
the fiscal year, which was lower than the 2.3 percent recorded dur-
ing fiscal 2018. More troubling is the fact that inflation in the first half
of fiscal 2019 averaged 2.4 percent and in the second half of the
fiscal year, inflation only averaged 1.7 percent, which was below the
Fed'’s target of two percent. Similarly, Eurozone inflation was below
the European Central Bank’s (ECB) target of two percent as well.
Eurozone inflation averaged 1.7 percent for fiscal 2019, which was
also stronger in the first half (2 percent) and weaker in the second
half (1.4 percent).

Going into the second half of the fiscal year, the United States con-
tinued its use of tariffs to re-negotiate foreign trade agreements and
policies. In particular, the government ramped up its focus on the
trade imbalance with China through multiple tariff adjustments on a
wide range of goods. In retaliation of these measures, China imple-
mented its own tariffs on American goods. Dueling tariffs, otherwise
known as a trade war, typically constrain commerce, result in higher
prices and reduce demand and consumer spending. Consumer
spending, according to the Bureau of Economic Analysis, accounts
for approximately two thirds of the U.S. economy and any reduction
in spending can have a significant impact on economic growth. De-
spite the implementation of tariffs, and the threat for further tariffs,
real consumer spending increased by 4.3 percent in the fourth fiscal
quarter, a rate which reinforces the resiliency of the U.S. consumer.

The global environment of slower growth and low inflation has
caused yields in many countries to become negative. There is
currently over fifteen trillion dollars of negative yielding debt globally
and due to the slow growth, many countries have shifted to a more
accommodative monetary policy, which further exacerbates the low
yield environment. The United States, despite its enviable economic
environment has some of the highest yielding debt in the indus-
trialized world, which attracts capital and results in dollar strength.
The strength of the dollar negatively impacts trade as U.S. goods
become more expensive and imported goods become cheaper. A
stronger dollar also negatively impacts those countries that tend
to fund in dollars, such as many emerging markets. The currency
movement, therefore, has the effect of slowing global growth and
increasing trade imbalances.

The Fed has predicted that real GDP (GDP adjusted for inflation)
will increase by an average of 2.1 percent in calendar year 2019 and
2.0 percent in calendar year 2020. Similarly, the Fed has forecasted
that inflation (as measured by the personal consumption expendi-
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ture inflation, or PCE inflation) will average 1.5 percent in calendar
year 2019 and 1.9 percent in 2020. These growth rates are expected
to occur while the unemployment rate is below 4 percent.

The Federal Reserve has a “dual mandate” of maximizing employ-
ment and stabilizing prices, and implements monetary policy with
the goal of achieving both mandates. The economic forecasts of
the Fed do not reveal an economy that is dramatically slowing or
an economy that warrants an accommodative monetary policy as
employment, growth and prices are expected to be stable. If the ob-
jective of monetary policy is to achieve price stability and maximize
employment, and both of these factors are projected to be consis-
tent with that mandate, any further policy adjustment is designed to
offset potential forecast error or uncertainty. The current trajectory of
monetary policy, and the resultant market expectations, are a result
of uncertainty. This uncertainty is a result of the unknown duration
and impact of trade tariffs, the global yield environment and the ef-
fect of foreign exchange rates on global growth.

Performance Summary

For the one-year period ending June 30, 2019 STIF reported an
annual total return of 2.30 percent, net of all expenses and $7 mil-
lion in allocations to Fund reserves. Annual total return measures
the total investment income a participant would earn with monthly
compounding at the Fund’s monthly net earned rate during the year.
This figure exceeded that achieved by its benchmark, the MFR In-
dex, which equaled 2.15 percent, by 15 basis points. STIF’'s per-
formance bested that of three-month T-Bills by three basis points,
which yielded 2.27 percent. The Fund’s performance fell short of
three-month CD’s, which yielded, on average, 2.42 percent but lack
STIF’s daily liquidity and exceed STIF’'s average maturity. STIF’'s
relative performance was limited by the Fund’s more cautious in-
vestment strategy that is focused on safety and liquidity.

Short-Term Investment Fund (STIF)
Ownership Analysis at June 30, 2019

$68.3M
Reserve*
$1,470.5M
Municipal and
Local Entities
$3,419.1M

State Agencies
and Authorities

$3,137.9M
State Treasury

“The reserve as of June 30, 2019 totalled $68,331,277

The principal reasons for STIF’s continued strong performance, de-
spite its cautious strategy, was the selective addition of more bank
deposit instruments and the active management of maturities within
the portfolio, as well as the low overall expense rate.

Over the long-term, STIF has performed exceptionally well. For
the trailing three-, five-, seven-, and ten-year periods, STIF’s com-
pounded annual total return was 1.43 percent, 0.94 percent, 0.72
percent, and 0.57 percent, net of all expenses and contributions to
reserves, exceeding returns of its primary benchmark for all time
periods. Viewed on a dollar-for-dollar basis, had one invested $10
million in STIF ten years ago, that investment would have been
worth $10.6 million at June 30, 2019, versus $10.4 million for a hy-
pothetical investment in the MFR Index (See Figure 1-6). During the
past ten years, STIF has earned $73 million above its benchmark

while adding $34.5 million to its reserves

Risk Profile

STIF is considered extremely low risk for several reasons. First, its
portfolio is comprised of high-quality, highly liquid securities, which
insulate the Fund from default and liquidity risk. (See Figure 1-4)
Second, its relatively short average maturity reduces the Fund’s
price sensitivity to changes in market interest rates. Third, STIF has
a strong degree of asset diversification by security type and issuer,
as required by its investment policy, strengthening its overall risk
profile. And finally, STIF’s reserves are available to protect against
security defaults or the erosion of security values due to dramatic
and unforeseen market changes. As the primary short-term invest-
ment vehicle for the operating cash of the State, STIF has the ulti-
mate confidence of the State government.

While STIF is managed diligently to protect against losses from
credit and market changes, the Fund is not insured or guaranteed
by any government. Therefore, the maintenance of capital cannot
be fully assured.

Short-Term Investment Fund (STIF)
Maturity Analysis at June 30, 2019
FIG 1-2
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Short-Term Investment Fund (STIF)
vs MFR Index at June 30, 2019

FIG1-3

*Represents iMoneyNet Money Fund Average — Rated First Tier Institutional Average (MFR)

Short-Term Investment Fund (STIF)
Need Title at June 30, 2019

FIG1-5

Repurchase
Agreements
7.5%

Bank Deposits
Government 34.8%
Agency Securities
24.1%

Deposits with
Government

Non-Financial 10.5%

Credit Instruments
1%

Short-Term Investment Fund (STIF)
Distribution by Quality Rating at June 30, 2019
FIG 1 '4 A-2 NR

Sawn _80% 25%

*A-2 and N/R securities are backed
by irrevocable standby letters of
credit provided by federal home
loan banks.

**AA/A-1+Includes federal
agency and U.S. Govt/Govt
Guaranteed Securities and
repurchase agreements
backed by such securities.

AAA/A-1+
80.1%

Short-Term Investment Fund (STIF)
vs MFR Index at June 30, 2019
FIG 1 -6 Compounded Annual Total Return (%)
1YR 3YRS 5YRS 7YRS 10YRS

STIF 230 143 0.94 0.72 0.57
MRF Index* 215 130 0.82 0.59 0.44
Fed. Three-Month T-Bill 227 143 0.90 0.66 0.49

Cumulative Total Return (%)
1YR 3YRS 5YRS 7YRS 10YRS

STIF 230 435 4.81 5.13 5.89
MFR Index* 215 397 4.15 4.23 4.45
Fed. Three-Month T-Bill 2.21 4.36 4.58 4.72 5.02

STIF uses a time-weighted interest rate of return formula to calculate rates
*Represents iMoneyNet Money Fund Average — Rated First Tier Institutional Average (MFR)
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CONNECTICUT STATE TREASURER'S SHORT-TERM INVESTMENT FUND
LIST OF INVESTMENTS AT JUNE 30, 2019

Reset / Fair Market
Par Issuer YTM Maturity Amortized Cost Value Rating
BANK DEPOSIT INSTRUMENTS (34.8% OF TOTAL INVESTMENTS)
$100,000,000 ANZ Bank 2.39% 7/1/2019 $ 100,000,000 $100,000,000 A-1+
25,000,000 ANZ Bank 2.65%  10/1/2019 25,000,000 25,000,000 A-1+
25,000,000 ANZ Bank 2.60%  11/4/2019 25,000,000 25,000,000 A-1+
25,000,000 ANZ Bank 2.58%  11/8/2019 25,000,000 25,000,000 A-1+
50,000,000 ANZ Bank 2.32% 12/17/2019 50,000,000 50,000,000 A-1+
50,000,000 ANZ Bank 2.32% 12/18/2019 50,000,000 50,000,000 A-1+
25,000,000 ANZ Bank 2.62%  11/1/2019 25,000,000 25,000,000 A-1+
25,000,000 ANZ Bank 2.60% 11/19/2019 25,000,000 25,000,000 A-1+
25,000,000 ANZ Bank 2.61% 10/23/2019 25,000,000 25,000,000 A-1+
- BANK OF NEW YORK 0.01% 7/1/2019 - - A-1+
125,000,000 BB&T CO. (2) 2.60% 7/1/2019 125,000,000 125,000,000 A-1
100,000,000 BB&T CO. (2) 2.60% 7/1/2019 100,000,000 100,000,000 A-1
25,000,000 BB&T CO. (2) 2.60% 7/1/2019 25,000,000 25,000,000 A-1
25,000,000 DEXIA CREDIT LOCAL SA NY 2.74%  7/12/2019 25,000,000 25,003,000 A-1+
50,000,000 DEXIA CREDIT LOCAL SANY 2.59% 7/1/2019 50,000,000 50,000,000 A-1+
250,000,000 DZ BANK 2.38% 7/1/2019 250,000,000 250,000,000 A-1+
100,000,000 DZ BANK 2.40% 8/1/2019 100,000,000 100,000,000 A-1+
150,000,000 NATIONAL BANK OF CANADA (2) 2.73% 71112019 150,000,000 150,000,000 A-1
50,000,000 NATIONAL BANK OF CANADA (2) 2.73% 7/1/2019 50,000,000 50,000,000 A-1
25,000,000 NORDEA BANK CD 2.59%  7/18/2019 25,000,000 24,999,938 A-1+
50,000,000  NORDEA BANK CD 2.46%  7/12/2019 50,000,000 49,983,500 A-1+
25,000,000 NORDEA BANK CD 2.60%  8/16/2019 25,000,000 25,000,000 A-1+
25,000,000 NORDEA BANK CD 2.57% 10/11/2019 25,000,000 25,000,000 A-1+
25,000,000 NORDEA BANK CD 2.57% 10/15/2019 25,000,000 25,000,000 A-1+
25,000,000 NORDEA BANK CD 2.56% 10/18/2019 25,000,000 25,000,000 A-1+
25,000,000 NORDEA BANK CD 2.57% 10/23/2019 25,000,000 25,000,000 A-1+
50,000,000 NORDEA BANK CD 2.54%  11/4/2019 50,000,000 50,000,000 A-1+
25,000,000 NORDEA BANK CD 2.48% 11/15/2019 25,000,000 25,000,000 A-1+
25,000,000 ROYAL BANK OF CANADA NY 2.61% 9/3/2019 25,000,000 25,012,250 A-1+
25,000,000 ROYAL BANK OF CANADA NY 2.53% 9/3/2019 25,000,000 25,009,500 A-1+
25,000,000 ROYAL BANK OF CANADA NY 2.77% 7/8/2019 25,012,076 25,016,966 A-1+
50,000,000 ROYAL BANK OF CANADA NY 2.49%  9/20/2019 50,012,484 50,013,061 A-1+
50,000,000 ROYAL BANK OF CANADA NY 2.47%  7/18/2019 50,000,000 50,012,500 A-1+
250,000,000 SCOTIA BANK (2) 2.60% 7/1/2019 250,000,000 250,000,000 A-1
50,000,000 SCOTIA BANK (2) 2.60% 7/1/2019 50,000,000 50,000,000 A-1
25,000,000 SVENSKA HANDELSBANKEN NY 2.61%  8/30/2019 25,000,000 25,008,750 A-1+
50,000,000 SVENSKA HANDELSBANKEN NY 2.46% 12/17/2019 50,000,000 50,000,000 A-1+
50,000,000 SVENSKA HANDELSBANKEN NY 2.48%  7/22/2019 50,000,000 49,954,000 A-1+
50,000,000 SVENSKA HANDELSBANKEN NY 2.51% 718/2019 50,000,000 50,010,580 A-1+
25,000,000 SVENSKA HANDELSBANKEN NY 2.62%  7/12/2019 25,000,000 25,000,263 A-1+
25,000,000 SVENSKA HANDELSBANKEN NY 2.61%  7/19/2019 25,000,000 25,000,467 A-1+
25,000,000 SVENSKA HANDELSBANKEN NY 2.50%  7/29/2019 25,000,000 25,004,230 A-1+
50,000,000 SVENSKA HANDELSBANKEN NY 2.50%  7/26/2019 50,000,000 50,012,334 A-1+
39,948,000 SVENSKA HANDELSBANKEN NY 2.32% 7/1/2019 39,948,000 39,948,000 A-1+
100,000,000 TORONTO DOMINION BANK(2) 2.52% 7/1/2019 100,000,000 100,000,000 A-1+
25,000,000 TORONTO DOMINION BANK(2) 2.52% 7/1/2019 25,000,000 25,000,000 A-1+
50,000,000 TORONTO DOMINION BANK(2) 2.52% 7/1/2019 50,000,000 50,000,000 A-1+
50,000,000 TORONTO DOMINION BANK(2) 2.52% 7/1/2019 50,000,000 50,000,000 A-1+
25,000,000 TORONTO DOMINION BANK(2) 2.52% 7/1/2019 25,000,000 25,000,000 A-1+
25,000,000 TORONTO DOMINION BANK(2) 2.52% 7/1/2019 25,000,000 25,000,000 A-1+
75,000,000 TORONTO DOMINION BANK(2) 2.52% 7/1/2019 75,000,000 75,000,000 A-1+
25,000,000 US BANK 2.51%  11/4/2019 25,000,000 25,028,000 A-1+
25,000,000 US BANK 2.51%  7/22/2019 25,000,000 25,000,000 A-1+
25,000,000 US BANK 2.73%  7/22/2019 25,000,000 25,006,750 A-1+
25,000,000 US BANK 2.49%  7/22/2019 25,000,000 25,000,000 A-1+
25,000,000 US BANK 2.62%  8/21/2019 25,000,000 25,013,250 A-1+
25,000,000 US BANK 2.58%  7/22/2019 25,000,000 25,000,000 A-1+
$ 2,814,948,000 $ 2,814,972,560 $ 2,815,037,337
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CONNECTICUT STATE TREASURER'S SHORT-TERM INVESTMENT FUND
LIST OF INVESTMENTS AT JUNE 30, 2019 (Continued)

Reset / Fair Market
Par Issuer YTM Maturity Amortized Cost Value Rating
BANK DEPOSIT INSTRUMENTS WITH GOVERNMENT BACKING (10.5% OF TOTAL INVESTMENTS)

$ 50,000,000 BERKSHIRE BANK (2,3) 2.53% 7/1/2019 $ 50,000,000 $ 50,000,000 N/A
75,000,000 CITIZENS BANK (2,3) 2.55% 7/1/2019 75,000,000 75,000,000 A-2
50,000,000 CITIZENS BANK (2,3) 2.55% 7/1/2019 50,000,000 50,000,000 A-2
100,000,000 CITIZENS BANK (2,3) 2.55% 7/1/2019 100,000,000 100,000,000 A-2
25,000,000 CITIZENS BANK (2,3) 2.55% 7/1/2019 25,000,000 25,000,000 A-2
50,000,000 FICA C/D (2) 2.37% 7/1/2019 50,000,000 50,000,000 N/A
200,000,000 FIRST REPUBLIC BANK (2,3) 2.50% 7/1/2019 200,000,000 200,000,000 A-2
50,000,000 PEOPLE'S UNITED BANK (2,3) 2.55% 7/1/2019 50,000,000 50,000,000 A-2
100,000,000 SANTANDER BANK (2,3) 2.53% 7/1/2019 100,000,000 100,000,000 A-2
50,000,000 SANTANDER BANK (2,3) 2.53% 7/1/2019 50,000,000 50,000,000 A-2
50,000,000  UNITED BANK (2,3) 2.43% 7/1/2019 50,000,000 50,000,000 N/A
50,000,000 UNITED BANK (2,3) 2.43% 7/1/2019 50,000,000 50,000,000 N/A

$ 850,000,000 $ 850,000,000 $ 850,000,000

CORPORATE AND BANK COMMERCIAL PAPER (23.1% OF TOTAL INVESTMENT)

$25,000,000 APPLE INC 2.57%  10/8/2019 $ 24,828,125 $ 24,842,750 A-1+
25,000,000 APPLE INC 2.57%  10/8/2019 24,828,125 24,842,750 A-1+
15,000,000 APPLE INC 2.28%  9/13/2019 14,930,933 14,927,850 A-1+
25,000,000 APPLE INC 2.28%  9/13/2019 24,884,889 24,879,750 A-1+
10,200,000 APPLE INC 2.55%  7/15/2019 10,190,083 10,188,780 A-1+
50,000,000 APPLE INC 2.73%  7/22/2019 49,922,417 49,922,500 A-1+
14,900,000 APPLE INC 2.70%  7/22/2019 14,877,141 14,876,905 A-1+
25,000,000 APPLE INC 2.64%  7/23/2019 24,960,736 24,959,500 A-1+
25,000,000 APPLE INC 2.63% 8/5/2019 24,937,656 24,938,500 A-1+
50,000,000 APPLE INC 2.62%  9/3/2019 49,773,333 49,787,500 A-1+
30,000,000 APPLE INC 2.51%  11/4/2019 29,742,750 29,758,500 A-1+
200,000,000 BANK OF NEW YORK MELLON 2.41% 71212019 199,986,778 199,948,000 A-1+
150,000,000 BANK OF NEW YORK MELLON 2.38% 7/1/2019 150,000,000 149,970,000 A-1+
50,000,000 EXXON MOBIL CORP 2.38%  9/5/2019 49,786,417 49,780,000 A-1+
25,000,000 EXXON MOBIL CORP 2.42%  9/30/2019 24,850,229 24,852,250 A-1+
25,000,000 EXXON MOBIL CORP 2.54% 7/1/2019 25,000,000 24,995,250 A-1+
25,000,000 EXXON MOBIL CORP 2.32% 10/15/2019 24,832,903 24,828,000 A-1+
24,800,000 EXXON MOBIL CORP 2.30% 10/15/2019 24,635,700 24,629,376 A-1+
25,000,000 EXXON MOBIL CORP 2.54% 7/5/2019 24,993,083 24,988,750 A-1+
25,000,000 EXXON MOBIL CORP 2.53%  7/10/2019 24,984,500 24,980,750 A-1+
50,000,000 EXXON MOBIL CORP 2.30% 10/22/2019 49,646,875 49,633,000 A-1+
50,000,000 EXXON MOBIL CORP 2.27%  10/25/2019 49,642,333 49,623,500 A-1+
14,550,000 NATL SEC CLEARING CORP 2.52% 8/1/2019 14,519,053 14,517,554 A-1+
15,000,000 NATL SEC CLEARING CORP 2.53% 8/1/2019 14,967,967 14,966,550 A-1+
25,000,000 NATL SEC CLEARING CORP 2.45%  7/30/2019 24,951,465 24,947,500 A-1+
23,000,000 NATL SEC CLEARING CORP 2.40% 8/5/2019 22,947,340 22,942,730 A-1+
25,000,000 NATL SEC CLEARING CORP 2.52%  7/31/2019 24,948,542 24,946,000 A-1+
25,000,000 NATL SEC CLEARING CORP 2.88% 7/2/2019 24,998,056 24,993,500 A-1+
25,000,000 NATL SEC CLEARING CORP 2.88% 7/3/2019 24,996,111 24,991,750 A-1+
50,000,000 NATL SEC CLEARING CORP 2.54% 7/9/2019 49,972,333 49,964,000 A-1+
25,000,000 NATL SEC CLEARING CORP 2.52%  7/25/2019 24,958,833 24,955,750 A-1+
15,000,000 NATL SEC CLEARING CORP 2.52%  8/2/2019 14,967,067 14,965,500 A-1+
35,000,000 NATL SEC CLEARING CORP 2.53%  8/6/2019 34,913,200 34,910,400 A-1+
25,000,000 NATL SEC CLEARING CORP 2.55% 7/1/2019 25,000,000 24,995,000 A-1+
25,000,000 NATL SEC CLEARING CORP 2.55% 7/8/2019 24,087,847 24,983,750 A-1+
25,000,000 NATL SEC CLEARING CORP 2.54%  7/15/2019 24,975,792 24,972,250 A-1+
25,000,000 TOYOTA MOTOR CREDIT CORP 2.62%  8/13/2019 24,923,854 24,925,500 A-1+
50,000,000 TOYOTA MOTOR CREDIT CORP 2.64%  9/4/2019 49,767,986 49,780,500 A-1+
25,000,000 TOYOTA MOTOR CREDIT CORP 2.59% 7/8/2019 25,000,000 25,001,500 A-1+
25,000,000 TOYOTA MOTOR CREDIT CORP 2.65% 7/9/2019 25,000,000 25,002,250 A-1+
25,000,000 TOYOTA MOTOR CREDIT CORP 2.61% 7/9/2019 25,000,000 25,001,750 A-1+
25,000,000 TOYOTA MOTOR CREDIT CORP 2.63%  7/12/2019 25,000,000 25,002,500 A-1+
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CONNECTICUT STATE TREASURER'S SHORT-TERM INVESTMENT FUND
LIST OF INVESTMENTS AT JUNE 30, 2019 (Continued)

Reset / Fair Market
Par Issuer YTM Maturity Amortized Cost Value Rating
25,000,000 TOYOTA MOTOR CREDIT CORP 2.45%  8/12/2019 25,000,000 25,003,500 A-1+
25,000,000 TOYOTA MOTOR CREDIT CORP 2.50%  7/15/2019 25,000,000 25,012,750 A-1+
50,000,000 TOYOTA MOTOR CREDIT CORP 2.38%  9/16/2019 50,000,000 50,011,500 A-1+
50,000,000 TOYOTA MOTOR CREDIT CORP 2.48%  7/22/2019 50,000,000 50,023,500 A-1+
25,000,000 TOYOTA MOTOR CREDIT CORP 2.52%  8/14/2019 25,000,000 25,012,500 A-1+
50,000,000 WALMART INC 2.37%  7/31/2019 49,902,917 49,893,000 A-1+
50,000,000 WALMART INC 2.42% 7/1/2019 50,000,000 49,990,500 A-1+
75,000,000 WALMART INC 2.39% 7/1/2019 75,000,000 74,985,750 A-1+
25,000,000 WALMART INC 2.33% 7/5/2019 24,993,611 24,988,750 A-1+
30,000,000  WALMART INC 247%  8/21/2019 29,897,150 29,894,700 A-1+
$ 1,877,450,000 $ 1,873,824,130 $ 1,873,736,845
FEDERAL AGENCY SECURITIES (24.1% OF TOTAL INVESTMENT)

$ 8,000,000 FANNIE MAE 2.38% 11/15/2019 §$ 7,929,181 $ 7,918,843 AA+

1,964,000 FANNIE MAE 2.51%  8/28/2019 1,959,387 1,960,272 AA+

7,095,000 FANNIE MAE 2.57%  8/28/2019 7,077,475 7,081,533 AA+
20,000,000 FANNIE MAE 2.59% 7/5/2019 19,996,871 19,997,451 AA+

2,000,000 FANNIE MAE 2.55% 10/28/2019 1,996,968 1,992,624 AA+

2,500,000 FANNIE MAE 2.50%  8/2/2019 2,500,000 2,497,840 AA+

1,000,000 FANNIE MAE 2.57% 11/26/2019 995,138 996,776 AA+
10,000,000 FANNIE MAE 2.59% 10/28/2019 9,961,944 9,977,972 AA+
13,200,000 FANNIE MAE 2.57%  2/28/2020 13,108,543 13,149,278 AA+
15,000,000 FANNIE MAE 2.56%  2/28/2020 14,896,692 14,942,362 AA+

3,060,000 FANNIE MAE 2.46%  2/28/2020 3,040,821 3,048,242 AA+

2,050,000 FANNIE MAE 2.58%  8/28/2019 2,046,513 2,047,478 AA+
20,000,000 FANNIE MAE 2.56%  1/21/2020 19,897,761 19,948,286 AA+

4,997,000 FANNIE MAE 2.42%  1/21/2020 4,975,277 4,984,079 AA+
20,000,000 FANNIE MAE 2.54% 7/1/2019 20,000,000 20,001,922 AA+

1,055,000 FEDERAL FARM CREDIT BANK 2.11%  6/29/2020 1,044,956 1,044,972 AA+
25,000,000 FEDERAL FARM CREDIT BANK 2.30%  6/19/2020 25,000,000 25,002,644 AA+
20,000,000 FEDERAL FARM CREDIT BANK 2.40%  6/5/2020 20,000,000 20,004,778 AA+
25,000,000 FEDERAL FARM CREDIT BANK 2.45% 7/1/2019 24,999,342 24,993,190 AA+
25,000,000 FEDERAL FARM CREDIT BANK 2.26% 7/2/2019 24,996,156 25,008,818 AA+
25,000,000 FEDERAL FARM CREDIT BANK 2.46%  7/19/2019 24,998,193 24,976,619 AA+
30,000,000 FEDERAL FARM CREDIT BANK 2.44% 7/1/2019 29,975,614 29,990,662 AA+
25,000,000 FEDERAL FARM CREDIT BANK 2.44% 7/1/2019 24,999,390 24,993,118 AA+
25,000,000 FEDERAL FARM CREDIT BANK 2.36%  7/25/2019 24,999,434 24,992,382 AA+
25,000,000 FEDERAL FARM CREDIT BANK 2.35%  7/27/2019 24,999,924 24,990,643 AA+
50,000,000 FEDERAL FARM CREDIT BANK 2.51% 7/1/2019 50,000,000 49,997,751 AA+
10,000,000 FEDERAL FARM CREDIT BANK 2.51% 7/1/2019 9,994,061 9,999,550 AA+
25,000,000 FEDERAL FARM CREDIT BANK 2.54% 7/1/2019 24,998,253 25,003,403 AA+
15,000,000 FEDERAL FARM CREDIT BANK 2.54% 7/1/2019 14,995,820 15,002,042 AA+
25,000,000 FEDERAL FARM CREDIT BANK 2.50% 7/1/2019 24,995,644 24,986,688 AA+
20,000,000 FEDERAL FARM CREDIT BANK 2.24% 71212019 20,000,000 19,990,115 AA+
10,000,000 FEDERAL FARM CREDIT BANK 2.52% 7/1/2019 10,000,000 10,012,719 AA+

9,475,000 FEDERAL FARM CREDIT BANK 2.45%  7/13/2019 9,473,355 9,465,337 AA+
10,000,000 FEDERAL FARM CREDIT BANK 2.24% 7/2/2019 9,998,553 9,979,197 AA+
25,000,000 FEDERAL FARM CREDIT BANK 2.61% 7/1/2019 24,998,793 25,036,770 AA+
10,000,000 FEDERAL FARM CREDIT BANK 2.49% 7/1/2019 10,003,771 10,001,861 AA+

5,600,000 FEDERAL FARM CREDIT BANK 2.58%  7/1/2019 5,609,769 5,599,994 AA+
10,000,000 FEDERAL FARM CREDIT BANK 2.41%  7/28/2019 9,991,286 9,982,820 AA+
30,000,000 FEDERAL FARM CREDIT BANK 2.42% 7/1/2019 29,999,868 29,999,383 AA+
25,000,000 FEDERAL FARM CREDIT BANK 2.36%  7/16/2019 24,998,688 24,981,428 AA+
25,000,000 FEDERAL FARM CREDIT BANK 2.42% 7/1/2019 25,000,000 25,000,403 AA+
25,000,000 FEDERAL FARM CREDIT BANK 2.57% 7/1/2019 24,997,130 25,025,857 AA+
25,000,000 FEDERAL FARM CREDIT BANK 2.43% 7/1/2019 24,999,774 24,997,854 AA+
25,000,000 FEDERAL FARM CREDIT BANK 2.43% 7/1/2019 24,999,774 24,997,854 AA+
25,000,000 FEDERAL FARM CREDIT BANK 2.42% 7/1/2019 24,999,613 24,999,286 AA+
21,000,000 FEDERAL FARM CREDIT BANK 2.46%  7/10/2019 21,000,000 20,999,667 AA+
20,000,000 FEDERAL FARM CREDIT BANK 2.66%  11/8/2019 19,814,389 19,848,333 AA+
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CONNECTICUT STATE TREASURER'S SHORT-TERM INVESTMENT FUND
LIST OF INVESTMENTS AT JUNE 30, 2019 (Continued)

Reset / Fair Market
Par Issuer YTM Maturity Amortized Cost Value Rating

25,000,000 FEDERAL FARM CREDIT BANK 2.43% 7/1/2019 24,998,920 24,995,171 AA+
25,000,000 FEDERAL FARM CREDIT BANK 2.33%  7/19/2019 24,995,100 24,994,508 AA+

3,000,000 FEDERAL HOME LOAN BANK 2.59% 12/13/2019 2,997,131 3,001,796 AA+

2,000,000 FEDERAL HOME LOAN BANK 2.60% 12/13/2019 1,998,028 2,001,197 AA+
20,000,000 FEDERAL HOME LOAN BANK 2.72% 10/18/2019 19,994,432 20,019,126 AA+

9,610,000 FEDERAL HOME LOAN BANK 2.76%  10/29/2019 9,605,854 9,623,532 AA+

1,000,000 FEDERAL HOME LOAN BANK 2.58% 12/13/2019 994,516 996,873 AA+

8,030,000 FEDERAL HOME LOAN BANK 2.57%  2/11/2020 8,008,514 8,033,336 AA+
10,000,000 FEDERAL HOME LOAN BANK 2.56%  2/11/2020 9,973,579 10,004,154 AA+

8,000,000 FEDERAL HOME LOAN BANK 2.50%  8/9/2019 7,998,957 8,000,944 AA+
20,000,000 FEDERAL HOME LOAN BANK 2.50%  5/28/2020 20,000,000 20,010,716 AA+
25,000,000 FEDERAL HOME LOAN BANK 2.55% 12/19/2019 25,000,000 25,024,800 AA+
17,960,000 FEDERAL HOME LOAN BANK 2.73%  10/24/2019 17,961,188 17,988,048 AA+
10,000,000 FEDERAL HOME LOAN BANK 2.73% 10/21/2019 9,962,951 9,978,418 AA+
10,000,000 FEDERAL HOME LOAN BANK 2.73% 10/21/2019 9,962,951 9,978,418 AA+
10,000,000 FEDERAL HOME LOAN BANK 2.75% 10/21/2019 9,962,497 9,978,418 AA+
15,000,000 FEDERAL HOME LOAN BANK 2.73% 10/21/2019 14,944,267 14,967,628 AA+
4,475,000 FEDERAL HOME LOAN BANK 2.09%  6/12/2020 4,460,601 4,463,723 AA+
15,000,000 FEDERAL HOME LOAN BANK 2.57%  1/23/2020 14,960,425 14,996,430 AA+
15,000,000 FEDERAL HOME LOAN BANK 2.57%  2/14/2020 14,961,159 14,990,321 AA+
25,000,000 FEDERAL HOME LOAN BANK 2.55%  4/3/2020 25,000,000 25,000,133 AA+
25,000,000 FEDERAL HOME LOAN BANK 2.58%  3/20/2020 25,000,000 25,017,666 AA+
25,000,000 FEDERAL HOME LOAN BANK 2.45% 7/1/2019 25,000,000 24,997,811 AA+
25,000,000 FEDERAL HOME LOAN BANK 2.40%  7/26/2019 25,000,000 24,993,513 AA+
25,000,000 FEDERAL HOME LOAN BANK 2.33%  7/13/2019 24,999,728 24,992,638 AA+

1,180,000 FEDERAL HOME LOAN BANK 2.12%  6/11/2020 1,178,734 1,180,067 AA+
10,000,000 FEDERAL HOME LOAN BANK 2.58%  9/13/2019 9,988,542 9,994,491 AA+
20,000,000 FEDERAL HOME LOAN BANK 2.40%  6/17/2020 20,000,000 20,001,452 AA+
24,000,000 FEDERAL HOME LOAN BANK 2.59%  1/22/2020 23,988,209 24,045,535 AA+
13,025,000 FEDERAL HOME LOAN BANK 2.59%  1/28/2020 13,018,442 13,052,106 AA+

6,250,000 FEDERAL HOME LOAN BANK 2.56%  2/4/2020 6,247,636 6,264,726 AA+
25,000,000 FEDERAL HOME LOAN BANK 2.34%  7/22/2019 25,000,000 24,989,604 AA+
25,000,000 FEDERAL HOME LOAN BANK 2.45% 7/1/2019 25,000,000 24,992,644 AA+

5,000,000 FEDERAL HOME LOAN BANK 2.50%  7/1/2019 5,000,000 4,997,085 AA+
13,000,000 FEDERAL HOME LOAN BANK 2.50% 7/1/2019 13,000,000 12,992,422 AA+
15,000,000 FEDERAL HOME LOAN BANK 2.32%  7/19/2019 15,000,004 14,999,534 AA+
25,000,000 FEDERAL HOME LOAN BANK 2.37%  8/1/2019 25,000,000 24,998,682 AA+
25,000,000 FEDERAL HOME LOAN BANK 2.36% 7/7/2019 25,000,062 25,001,246 AA+

5,000,000 FED HOME LN DISCOUNT NT 2.65%  1/29/2020 4,924,917 4,939,933 AA+
10,000,000 FED HOME LN DISCOUNT NT 2.69%  9/26/2019 9,937,650 9,947,800 AA+
12,000,000 FED HOME LN DISCOUNT NT 2.65%  1/24/2020 11,824,050 11,859,240 AA+

7,000,000 FED HOME LN DISCOUNT NT 2.62% 10/15/2019 6,947,854 6,956,098 AA+
25,000,000 FED HOME LN DISCOUNT NT 2.43% 10/23/2019 24,811,979 24,831,375 AA+
25,000,000 FED HOME LN DISCOUNT NT 2.59%  3/11/2020 24,562,556 24,648,986 AA+
25,000,000 FED HOME LN DISCOUNT NT 2.49%  7/26/2019 24,957,813 24,961,806 AA+
20,000,000 FED HOME LN DISCOUNT NT 242%  8/6/2019 19,952,600 19,955,800 AA+
25,000,000 FED HOME LN DISCOUNT NT 2.38%  8/16/2019 24,925,410 24,929,403 AA+
10,000,000 FED HOME LN DISCOUNT NT 2.49%  8/27/2019 9,962,000 9,965,008 AA+
25,000,000 FED HOME LN DISCOUNT NT 2.40%  2/20/2020 24,623,000 24,671,750 AA+
50,000,000 FED HOME LN DISCOUNT NT 2.44%  7/1/2019 50,000,000 50,000,000 AA+
16,600,000 FED HOME LN DISCOUNT NT 2.49%  8/20/2019 16,544,667 16,549,047 AA+

1,000,000 FREDDIE MAC 2.67% 12/30/2019 992,337 994,126 AA+
10,000,000 FREDDIE MAC 2.59%  10/2/2019 9,966,455 9,975,749 AA+
10,000,000 FREDDIE MAC 2.47%  7/26/2019 9,991,755 9,993,055 AA+
10,000,000 FREDDIE MAC 2.47%  7/26/2019 9,991,752 9,993,055 AA+
12,812,000 FREDDIE MAC 2.45%  8/28/2019 12,788,659 12,791,691 AA+
30,000,000 FREDDIE MAC 2.60%  8/15/2019 29,955,462 29,968,034 AA+
3,920,000 FREDDIE MAC 2.57%  1/17/2020 3,897,483 3,906,103 AA+
7,024,000 FREDDIE MAC 2.42%  1/17/2020 6,989,054 6,999,098 AA+
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CONNECTICUT STATE TREASURER'S SHORT-TERM INVESTMENT FUND
LIST OF INVESTMENTS AT JUNE 30, 2019 (Continued)

Reset / Fair Marketl
Par Issuer YTM Maturity Amortized Cost Value Rating
5,000,000 FREDDIE MAC 2.74% 10/25/2019 4,982,555 4,990,993 AA+
4,500,000 FREDDIE MAC 2.59% 10/25/2019 4,486,500 4,491,894 AA+
20,000,000 FREDDIE MAC 2.47% 6/4/2020 20,002,857 20,003,361 AA+
20,000,000 FREDDIE MAC 2.46%  4/23/2020 20,006,545 20,087,535 AA+
12,200,000 FREDDIE MAC 2.47%  4/23/2020 12,203,002 12,253,396 AA+
25,000,000 FREDDIE MAC 2.51%  4/15/2020 25,001,086 25,029,784 AA+
20,000,000 FREDDIE MAC 2.51%  4/15/2020 20,000,582 20,023,827 AA+
20,000,000 FREDDIE MAC 2.54%  4/22/2020 20,000,000 20,004,622 AA+
25,000,000 FREDDIE MAC 2.45% 7/1/2019 25,000,000 24,998,096 AA+
10,000,000 US TREASURY N/B 2.08%  5/21/2020 9,818,542 9,827,321 A-1+
20,000,000 US TREASURY N/B 2.59% 10/31/2019 19,912,374 19,940,625 A-1+
25,000,000 US TREASURY N/B 2.46%  7/31/2019 24,983,166 24,986,968 A-1+
15,000,000 US TREASURY N/B 2.53% 11/15/2019 14,915,304 14,936,719 A-1+
$ 1,951,582,000 $ 1,948,286,516 $ 1,949,422,303
REPURCHASE AGREEMENTS (7.5% OF TOTAL INVESTMENT)
$ 160,395,000 BoA Securities 2.47% 7/1/2019 160,395,000 160,395,000 A-1
450,000,000 RBC SECURITIES 2.45% 7/1/2019 450,000,000 450,000,000 A-1+
$ 610,395,000 $ 610,395,000 $ 610,395,000
$ 8,104,375,000 $ 8,097,478,206 $ 8,098,591,484
FUND SUMMARY STATISTICS AND NOTES
Amortized Cost $ 8,097,478,206
Fair market value $ 8,098,591,484
Shares Outstanding $ 8,027,425,759
Fund Net Asset Value (4) $1.01
Effective 7-Day Net Yield (5) 2.41%
Effective 7-Day Gross Yield (5) 2.43%
WAM(R) (6) 43 Days
WAM(F) (7) 74 Days
Ratio of Amortized Cost to Fair Market Value 1.0001

(1) Securities rounded to the nearest dollar.

(2) Issues have a daily put option, and thus is calculated as 1 day for WAL and WAM purposes.

(3) Santander Bank, Berkshire Bank, People's United Bank, Citizens Bank N.A., First Republic Bank and United Bank
deposits are backed by irrevocable standby letter of credit provided by the Federal Home Loan Bank of Pittsburgh,
Boston and San Francisco guaranteeing principal amount.

(4) Includes designated surplus reserve. NAV is calculated as the total amortized cost / participant shares.

(5) Includes approximately 2-4 basis points of expenses and a 10 basis point contribution to the designated
surplus reserve each day the size of the reserve is less than one percent of the size of the Short-Term Investment Fund.
Gross Yield is prior to reserve transfers, after operating expenses.

(6) Weighted average maturity to the next reset date.

(7) Weighted average maturity to final maturity date.
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CONNECTICUT STATE TREASURER'S SHORT-TERM INVESTMENT FUND
SCHEDULE OF MANAGEMENT FEES
JUNE 30, 2019

Category Amount

Internal Management Fees $ 1,553,075
Professional & Other Miscellaneous Expenses 392,026
Total $ 1,945,101

Note: Internal management fees include payroll, lease service, subscriptions, supplies, telephone
and other. External professional fees include custodian and investor services.

CONNECTICUT STATE TREASURER'S SHORT-TERM INVESTMENT FUND
SCHEDULE OF PARTICIPANTS BY CONCENTRATION
JUNE 30, 2019

Number of Total
Type Accounts Shares
Municipalities and Local Entities 537 1,470,452,052
State Treasury 55 3,137,875,248
State Agencies and Authorities 361 3,419,098,459
Total 953 8,027,425,759

Participant Net Asset Value, Offering Price and Redemption Price

per Share ($8,027,425,759 in Net Assets divided by 8,027,425,759 shares) 1.00
Note: Does not include designated surplus reserve or realized gain from sale of securities
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INVESTMENT POLICY

As adopted August 21,1996 and revised June 6, 2008 and April 17, 2009

A. Background

The Treasurer’s Short-Term Investment Fund (STIF) is an invest-
ment pool of high-quality, short-term money market instruments for
state and local governments. Operating since 1972 in a manner
similar to a money market mutual fund, STIF’s purpose is to provide
a safe, liquid and effective investment vehicle for the operating cash
of the State Treasury, state agencies and authorities, municipalities,
and other political subdivisions of the state. All State, local and po-
litical subdivisions of the State are authorized to invest in STIF by
(CGS) 3-27a and 3-27b.

B. Purpose
The purpose of this document is to specify the policies and guide-
lines that provide for the systematic management of STIF and the

prudent and productive investment of funds.

C. Investment Objectives

STIF seeks as high a level of current income as is consistent with,
first, the safety of principal invested by the State, municipalities and
others, and, second, the provision of liquidity to meet participants’

daily cash flow requirements.

D. Safety of Principal
Safety of principal, STIF’'s primary objective, shall be pursued in a

number of ways.

1. Investments shall be undertaken in a manner that
seeks to ensure the preservation of capital in the
overall portfolio by protecting against credit risks
(from security defaults) and the erosion of market

prices (from rising interest rates).

2. The Fund’s investments shall be made in conformance
with prudent guidelines for allowable instruments,

credit quality and maturities. (See Section H)

3. STIF shall maintain adequate diversification of
instruments, issuers, industries and maturities to
protect against significant losses from credit risks

and market changes. (See Section H)
4. All securities shall be held by a third-party custodian.

5. All transactions shall be handled on the basis of delivery

vs. payment to a custodian bank.

6. All repurchase agreements shall be fully collateralized,

with a custodian bank receiving delivery of the collateral.

7. Reverse repurchase agreements may be used only
to meet temporary liquidity requirements of the Fund
and may not exceed five percent of total Fund assets.
(See Section H)

8. STIF shall maintain a designated surplus reserve to
provide an added layer of security. For the period June
through November 1996 a pro-rated allocation to
the reserve will be paid from investment returns that
will equal, on an annualized basis, one-tenth of one
percent of the fund’s total investments until the
reserve equals one percent of investments. Effective
December 1, 1996 daily allocations to the designated
surplus reserve will be paid from investment returns
and will equal, on an annualized basis, one-tenth of one
percent of the fund’s investments until the reserve equal
one percent of investments. If net losses significant to
the aggregate portfolio are realized, they shall be charged
against the designated surplus reserve, as discussed in
Section Q. This reserve has never been drawn upon in
STIF’s 24-year history.”

*Subsequent to the adoption of this policy, the reserves were drawn
upon once in 2008 during the financial crisis without affecting the
fund’s $1.00 per share net asset value or the loss of principal to any
investor. In addition, STIF's AAAm rating was not affected during
this period.

While STIF — which consists predominantly of funds for which the
Treasurer is sole trustee — is managed diligently to protect against
losses from credit and market changes, and though deposits are
backed by high quality and highly-liquid short-term securities, the
Fund is not insured or guaranteed by any government and the

maintenance of capital cannot be fully assured.

E. Liquidity
The portfolio shall be structured through sufficient investments
in overnight and highly-marketable securities to allow complete
liquidity for participants. In addition, reverse repurchase agreements
totaling up to five percent of Fund assets may be used to meet

temporary liquidity requirements.
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Participants have full and quick access to all of their funds. Partici-
pants may make same-day (up to 10:30 a.m.) deposits and with-
drawals of any size. Withdrawals generally are sent via Fed wire,

thus funds are available for use on the day of withdrawal.

In addition, deposits and withdrawals may be made through the
ACH system on a next-day basis, deposits may be made by check
through the mail, and withdrawals may be made by check. No trans-
action fees are charged on deposits or withdrawals by wire or ACH.
Withdrawals by check are charged a fee, as specified in the partici-

pant manual.

F.Yield

STIF’s investment portfolio shall be designed to attain a market-
average rate of return throughout budgetary and economic cycles,
taking into account investment risk constraints and the liquidity re-

quirements of the Fund.

The portfolio shall be managed with the objective of exceeding the
average of three-month U.S. Treasury Bill rates for the equivalent
period. This index is considered a benchmark for near-riskless in-
vestment transactions and, therefore, comprises a minimum stan-
dard for the portfolio’s rate of return. The investment program shall
seek to augment returns above this threshold, consistent with stat-

ed risk limitations and prudent investment principles.

While STIF shall not make investments for the purpose of trading or
speculating as the dominant criterion, STIF shall seek to enhance
total portfolio return through active portfolio management. The pro-
hibition on speculative investments precludes pursuit of gain or
profit through unusual risk. Trading in response to changes in mar-
ket value or market direction, however, is warranted under active

portfolio management.

G. Prudence

Investments shall be made with the care, skill, prudence, and
diligence — under circumstances then prevailing — that prudent
persons acting in like capacities and familiar with such matters
would use in the conduct of an enterprise of a like character and
with like aims, not for speculation, but for investment, considering
the probable safety of their capital as well as the probable income

to be derived.

The standard of prudence to be used by STIF’s investment officials
shall be the “prudent expert” standard and shall be applied in the
context of managing an overall portfolio. Investment officers acting
in accordance with written procedures and the investment policy
and exercising due diligence shall be relieved of personal respon-
sibility for an individual security’s credit risk or market price chang-

es, provided deviations from expectations are reported in a timely

fashion in writing and appropriate action is taken to control adverse

developments.

H. Investment Guidelines

All investments must be made in instruments authorized by CGS
3-27c - 3-27e. In addition, the Treasurer has adopted the invest-
ment guidelines that follow. Unless otherwise indicated, references

to credit ratings are to those of Standard & Poor’s.
1. STIF may invest in the following securities:

a. Instruments issued, guaranteed or insured by the U.S.

government or federal agencies.

b. Certificates of deposit of commercial banks in the United
States whose short-term debt is rated at least A-1 and
TBW-1 (by Thomson Bank Watch) and whose long-term
debt is rated at least A- and C (by Thomson Bank Watch).

c. Certificates of deposit of U.S. branches of foreign banks
with short-term debt ratings of at least A-1 and TBW-1 and
long-term debt ratings of at least A and B/C (by Thomson
Bank Watch).

d. Bankers  acceptances of those banks meeting the criteria

in b. and c. above.

e. Fully-collateralized repurchase agreements with primary
dealers of the Federal Reserve with short-term debt
ratings of at least A-1, or qualified domestic commercial
banks meeting the criteria in b. above, with possession

of collateral by a custodian bank.

f. Commercial paper of companies that have short-term debt
rated at least A-1 and P-1 (by Moody’s) and long-term debt
rated at least AA- and Aa3 (by Moody’s).

g. Corporate or asset-backed securities rated at least A-1/P-1
and AA-/Aa3.

h. Asset-backed securities with maturities of under one year
rated at least A-1/P-1.

i. Money market mutual funds or similar investment pools,
comprised of securities permitted under this investment
policy and managed to maintain a constant share value,
rated AAAmM.

j- Aline of credit of up to $100 million with the Connecticut
Student Loan Foundation. Any resulting loans shall be fully
collateralized (at 102 percent) by student loans with

interest and principal 98 percent federally guaranteed.

k. The portfolio currently includes securities issued by the

State of Israel, which mature in less than six years, and
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which, in the aggregate, total less than .5 percent of the
portfolio value. These notes’ interest rates are reset
semi-annually at the prime rate minus 50 basis points.
These securities, as currently structured, will not be

purchased in the future (securities matured in 2001).

I. Notwithstanding the approved investments enumerated
above, STIF may hold securities or other assets received
as a result of a restructuring of securities that were, when
originally purchased, among the list of approved
investments set forth herein, following consultation with an
outside investment advisor. The Treasurer will notify
investors of such situations within two (2) business days

of the receipt of such securities or assets.

2. Reverse repurchase agreements, in the aggregate, may not ex-
ceed five percent of net position at the time of execution. While any
reverse repurchase agreement is outstanding, new investments
must match the maturity of the shortest-term outstanding reverse
repurchase agreement. Reverse repurchase agreements are to be

used only to meet temporary liquidity requirements of the Fund.

3. No investments may be made in “derivative” securities such as
futures, swaps, options, interest only and principal-only mortgage-
backed securities, inverse floaters, CMT floaters, leveraged floaters,
dual index floaters, COF floaters, and range floaters. These types of
securities can experience high price volatility with changing market
conditions, and their market values may not return to par even at the

time of an interest rate adjustment.

Investments may be made in adjustable rate securities whose inter-
est rates move in the same direction and in the same amount as
standard short-term money market interest rate benchmarks, such
as Fed Funds, LIBOR, Treasury bills, one-month CDs, one-month
commercial paper and the prime rate, and conform with STIF’s oth-
er credit and maturity standards. Interest rate reset periods may not
exceed six months. The values of these securities tend to return to
par upon the scheduled adjustment of interest rates. Some parties
in the financial services industry consider these types of adjustable

rate securities to be derivatives, others do not.

U.S. Treasury Separate Trading of Registered Interest and Principal
Securities (“STRIPS”) are not considered derivatives and may be
purchased. These instruments are subject to the same interest rate
risks as U.S. Treasury securities of the same duration. STRIPS are
fundamentally different from mortgage-backed and other interest-
only or principal-only securities that are subject to unscheduled pre-

payments of principal.

4. All investments must be made in U.S. dollar-denominated securities.

5. The dollar-weighted average portfolio maturity (including interest
rate reset periods) may not exceed 90 days. Individual maturities

may not exceed five years.

6. STIF shall diversify its investments to avoid incurring unreason-
able risks inherent in overinvesting in specific instruments, industry
segments, individual issuers or maturities. Diversification strategies

shall include:

a. At the time of purchase, no more than five percent of the
overall portfolio may be invested in an individual security,
other than overnight or two-business-day repurchase

agreements and U.S. government and agency securities.

b. At the time of purchase, no more than 10 percent of the
overall portfolio may be invested in securities of a single
bank or corporation, other than overnight or two-business
day repurchase agreements and U.S. government and

agency securities.

c. There is no limitation on the percentage of assets that may
be invested in securities of the United States government,
its agencies or instrumentalities, or in overnight or two-

business day repurchase agreements.

d. At the time of purchase, no more than 25 percent of the
overall portfolio may be invested in any industry other than

the financial services industry.

e. At the time of purchase, no more than 50 percent of the
overall portfolio may be invested in the combined total of

commercial paper and non-asset-backed corporate notes.

f. Atthe time of purchase, no more than 20 percent of the
overall portfolio may be invested in floating rate securities

with final maturities in excess of two years.

g. At the time of purchase, no more than five percent of the
overall portfolio may be invested in an individual money

market mutual fund or similar investment pool.

h. At the time of purchase, no more than 10 percent of the
overall portfolio may be invested in money market mutual

funds and similar investment pools.

i. Atthe time of purchase, investments in securities that are
not readily marketable, other than securities that mature
within seven days, may not exceed 10 percent of the fund’s

overall portfolio.

j. Atleast 75 percent of the overall portfolio shall be invested
in securities rated A-1+ or in overnight repurchase

agreements with dealers or banks rated A-1.
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7. The Treasurer intends to operate STIF in such a manner as to
maintain its AAAm credit rating from Standard & Poor’s, or a similar
rating from another nationally-recognized credit rating service rec-

ognized by the State Banking Commissioner.

8. Investment decisions shall be based on the relative and vary-
ing yields and risks of individual securities and the Fund’s liquidity

requirements.

I. Interest Payments (Until December 1, 1996):

STIF pays interest quarterly based on monthly guaranteed rates
that are set on or before the first day of each month by the Treasury
based on STIF’s portfolio and market conditions. In addition, partici-
pants will be paid a bonus distribution — based on actual earnings
less guaranteed interest payments, expenses and the payment to
the reserve for losses — for the period of June through November.
All rates are calculated and quoted on the basis of the actual num-

ber of days in a year (an “actual-over-actual” basis).

STIF declares and accrues investor interest daily based on actual
STIF earnings (including gains and losses), less expenses and
transfers to the designated surplus reserve. Interest is paid monthly
through direct distribution or reinvestment. Earned rates are avail-
able on a next-day basis. All rates are calculated and quoted on the
basis of the actual number of days in a year (an “actual-over-actual”
basis) and reported in accordance with guidelines of the Associa-

tion for Investment Management and Research (AIMR).

J. Administrative Costs

STIF is provided to participants without sales or management fees.
Administrative costs are paid from investment earnings, and all
STIF participants (including the state and local entities) share in
covering the Fund’s expenses in proportion to the size of their in-
vestments. Costs have run at between two and three basis points
(or $2-3 per $10,000 invested).

K. Delegation of Authority

The Short-Term Investment Unit within the Treasury’s Cash Man-
agement Division manages STIF’s investments. Deposits, with-
drawals, participant record-keeping and the distribution of interest
are handled by State Street Bank and Trust under the supervision
of the STIF Administration Unit within the Treasury’s Cash Manage-

ment Division.

L. Daily Confirmations
Confirmations of daily deposits and withdrawals are sent the day

after the transaction.

M. Monthly Statements
Monthly statements of balances, account activity, and paid interest

are mailed to participants by the 10th day of each month.

N. Reports

Quarterly and annual reports describing STIF’s yields, performance
relative to its primary benchmark (IBC First Tier Institutions-Only
Rated Money Fund Index), and investments shall be provided to all
participants. A detailed portfolio listing, data on 90-day Treasury bills
and 90-day certificates of deposit, and commentary on economic
conditions shall be provided with each report. The reports are avail-

able online at: https://www.portal.ct.gov/ott

O. Participant Manual

A manual describing STIF’s operating procedures, instructions for
opening and closing accounts and making deposits and withdraw-
als, and methods of distributing interest, is provided to all partici-
pants. There currently are no restrictions on the size or number of

accounts or transactions.

P. Audit
The Auditors of Public Accounts audit STIF’s financial statements
and operating procedures annually. Copies of audit opinions and

reports will be provided to all participants.

Q. Portfolio Valuation

STIF’s values and yields are accounted for on an amortized-cost
basis. Market values of all securities, except for those securities
listed in Sections H.1.j and H.1.k, above, are calculated on a weekly
basis. Significant deviations of market values to amortized costs

shall be reported as follows:

1. First Level Notification. If the market value of the overall
investment portfolio, based on reports from the custodian,
drops below 99.75 percent of the amortized cost value of
the overall investment portfolio, or if the ratio of the
market value of the overall portfolio to the outstanding
participant units drops below 100.50 percent, the Principal
Investment Officer would notify the Assistant Treasurer
for Cash Management, the Assistant Treasurer for Pension
Funds Management, and the Treasurer’s Investment
Committee at the first weekly meeting following such

determination.

2. Second Level Notification. If the market value of the overall
investment portfolio, based on reports from the custodian,
drops below 99.50 percent of the amortized cost value of
the overall investment portfolio, or if the ratio of the
market value of the overall portfolio to the outstanding
participant units drops below 100.25 percent, the Principal
Investment Officer would notify, as soon as practical,
the Treasurer, Deputy Treasurer, Assistant Treasurer -
Chief of Staff, Assistant Treasurer for Cash Management,

Assistant Treasurer for Pension Funds Management, and
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the Treasurer’s Investment Committee. The Treasurer’s
Investment Committee would then meet in special
session to review the circumstances surrounding the
fall in one or both ratios, and it would review every
security held by the Fund. If this second level notification
resulted from a significant increase in fund size that
resulted in a proportionate decrease in the relative size
of the designated surplus reserve, then portfolio or
other changes may not be required. If this second level
notification resulted from the decline in market values
of securities, then the Investment Committee would
consider selling securities that had fallen in value and

making use of the designated surplus reserve.

3. Investor Notification. If the ratio of the market value of
the overall portfolio to the outstanding participant units
drops below 99.75 percent, the Treasurer would notify
all STIF investors of the situation and the actions being

undertaken to protect against further reductions.

R. Internal Controls

The Treasury shall establish and maintain a system of internal con-
trols, which shall be documented in writing. The internal controls
shall be reviewed by the Auditors of Public Accounts. The controls
shall be designed to prevent and control losses of public funds aris-
ing from fraud, employee error, misrepresentation by third parties,

or imprudent actions by employees and officers.

S. Cash Management Advisory Board
STIF’s investment practices and performance, including the docu-
mentation discussed in Section N, shall be reviewed on a quarterly

basis by the Treasurer's Cash Management Advisory Board.

T. Financial Dealers and Institutions

The STIF Investment Officer shall develop criteria for selecting
brokers and dealers. All repurchase agreement transactions will be
conducted through primary dealers of the Federal Reserve Bank
of New York rated at least A-1 and qualified banks (as defined in
Sections H.1.b and H.1.c) which have executed master repurchase

agreements with the Treasury.

U. Ethics

Officers and employees involved in the investment process shall
refrain from personal business activity that could conflict with
proper execution of the investment program, or which could impair
their ability to make impartial investment decisions. Employees
and investment officials shall disclose in writing to the Treasurer, or
the Treasurer’s compliance officer, any material financial interests
in financial institutions that conduct business with STIF, and they
shall further disclose any large personal financial/investment posi-
tions that could be related to the performance of STIF’s portfolio,

particularly with regard to the time of purchases and sales.

V. Bond Proceeds

Bond proceeds may be deposited in STIF. Accounting and arbitrage
rebate calculations are the responsibility of participants. STIF’s in-
vestment program is not designed to restrict yield in order to avoid

arbitrage rebates.

W. Conformance with Guidelines

A nationally-recognized credit rating service recognized by the
State Banking Commissioner shall monitor the STIF portfolio on a
weekly basis to determine compliance with this policy. The Auditors

of Public Accounts review compliance annually.

X. Conformance with National Standards
These guidelines, together with the participant manual, were de-
signed to meet the July 1995 guidelines of the National Association

of State Treasurers for local government investment pools.

Y. Investment Guideline Revisions

These guidelines may be revised by the Treasurer due to market
changes or regulatory, legislative or internal administrative initia-
tives. Attempts will be made to provide all STIF investors with at
least 30 days of notice before any changes to the investment policy

become effective.

The Treasurer reserves the right to make changes immediately to
respond to market conditions. In such circumstances, revisions will

be sent to all STIF investors within two business days of the revision.
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Agency Securities - Securities issued by U.S. Government agen-
cies, such as the Federal Home Loan Bank. These securities have
high credit ratings but are not backed by the full faith and credit of

the U.S. Government.

Asset Backed Notes - Financial instruments collateralized by one
or more types of assets including real property, mortgages, and re-

ceivables.

Banker’s Acceptance (BA) - A high-quality, short-term negotiable
discount note, drawn on and accepted by banks which are obligated

to pay the face amount at maturity.

Basis Point (bp) - The smallest measure used in quoting yields or
returns. One basis point is 0.01% of yield, 100 basis points equals
1%. A vyield that changed from 8.75% to 9.50% increased by 75

basis points.

Benchmark - A standard unit used as the basis of comparison;
a universal unit that is identified with sufficient detail so that other
similar classifications can be compared as being above, below, or

comparable to the benchmark.

Capital Gain (Loss) - Also known as capital appreciation (depreci-
ation), capital gain (loss) measures the increase (decrease) in value

of an asset over time.

Certificates of Deposit (CDs) - A debt instrument issued by banks,
usually paying interest, with maturities ranging from seven days to

several years.

Commercial Paper - Short-term obligations with maturities ranging

from 1 to 270 days. They are issued by banks, corporations, and

Glossary

of Terms

other borrowers to investors with temporarily idle cash.

Compounded Annual Total Return - Compounded annual total
return measures the implicit annual percentage change in value
of an investment, assuming reinvestment of dividends, interest,
and realized capital gains, including those attributable to currency
fluctuations. In effect, compounded annual total return “smoothes”
fluctuations in long-term investment returns to derive an implied

year-to-year annual return.

Consumer Price Index (CPI) - A measure of change in consumer
prices, as determined by a monthly survey of the U.S. Bureau of La-
bor Statistics. Components of the CPI include housing costs, food,

transportation, electricity, etc.

Cumulative Rate of Return - A measure of the total return earned
for a particular time period. This calculation measures the absolute
percentage change in value of an investment over a specified pe-
riod, assuming reinvestment of dividends, interest income, and real-
ized capital gains. For example, if a $100 investment grew to $120

in a two-year period, the cumulative rate of return would be 20%.

Derivative - Derivatives are generally defined as contracts whose
value depends on, or derives from, the value of an underlying asset,
reference rate, or index. For example, an option is a derivative in-
strument because its value derives from an underlying stock, stock

index, or future.

Discount Rate - The interest rate that the Federal Reserve charges
banks for loans, using government securities or eligible paper as

collateral.
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Expense Ratio - The amount, expressed as a percentage of total
investment, which shareholders pay for mutual fund operating ex-

penses and management fees.

Federal Funds Rate - The interest rate charged by banks with ex-
cess reserves at a Federal Reserve district bank to banks needing
overnight loans to meet reserve requirements. The federal funds
rate is one of the most sensitive indicators of the direction of interest
rates since it is set daily by the market.

Federal Reserve Board - The governing body of the Federal Re-
serve System (12 regional Federal banks monitoring the commer-
cial and savings banks in their regions). The board establishes FRS
policies on such key matters as reserve requirements and other
regulations, sets the discount rate, and tightens or loosens the avail-

ability of credit in the economy.

Gross Domestic Product - Total final value of goods and services
produced in the United States over a particular period or time, usu-
ally one year. The GDP growth rate is the primary indicator of the

health of the economy.

Index - A benchmark used in executing investment strategy which
is viewed as an independent representation of market performance.
An index implicitly assumes cost-free transactions; some assume

reinvestment of income. Example: S&P 500 index.

Inflation - A measure of the rise in price of goods and services, as
happens when spending increases relative to the supply of goods

on the market, i.e. too much money chasing too few goods.

Investment Income - The equity dividends, bond interest, and/or
cash interest paid on an investment. Liability — The claim on the
assets of a company or individual — excluding ownership equity.

The obligation to make a payment to another.

Market Value - The price at which buyers and sellers trade similar
items in an open marketplace. Stocks are considered liquid and are
therefore valued at a market price. Real estate is illiquid and valued

on an appraised basis.

Master Custodian - An entity, usually a bank, used as a place for
safekeeping of securities and other assets. The bank is also re-
sponsible for many other functions which include accounting, per-

formance measurement, and securities lending.

Maturity Date - The date on which the principal amount of a bond

or other debt instrument becomes payable or due.

MFR Index (Formerly IBC) - An index which represents an average
of the returns of institutional money market mutual funds that invest

primarily in first-tier (securities rated A-1, P-1) taxable securities.

Money Market Fund - An open-ended mutual fund that invests in
commercial paper, bankers’ acceptances, repurchase agreements,
government securities, certificates of deposit, and other highly liquid
and safe securities and pays money market rates of interest. The
fund’s net asset value remains a constant $1 per share — only the

interest rate goes up or down.

Moody’s (Moody’s Investors Service) - A financial services com-
pany which is one of the best-known bond rating agencies in the
country. Moody’s investment grade ratings are assigned to certain
municipal short-term debt securities, classified as MIG-1, 2, 3, and
4 to signify best, high, favorable, and adequate quality, respectively.

All four are investment grade or bank quality.

Net Asset Value (NAV) - The total assets minus liabilities, including
any valuation gains or losses on investments or currencies, and any

accrued income or expense. NAV is similar to Shareholders’ Equity.

Par Value - The stated or face value of a stock or bond. It has little
significance for common stocks, however, for bonds it specifies the

payment amount at maturity.

Principal - Face value of an obligation, such as a bond or a loan,

which must be repaid at maturity.

Prudent Expert Rule - The standard adopted by some entities to
guide those fiduciaries with responsibility for investing money of
others. Such fiduciaries must act as a prudent expert would be ex-
pected to act, with discretion and intelligence, to seek reasonable
income, preserve capital, and, in general, avoid speculative invest-

ment. This is a higher standard than the “prudent person” rule.

Realized Gain (Loss) - A gain (loss) that has occurred financially.
The difference between the principal amount received and the cost

basis of an asset realized at sale.

Relative Volatility - A ratio of the standard deviation of the Fund to
the standard deviation of its selected benchmark. A relative volatil-
ity greater than 1.0 suggests comparatively more volatility in Fund

returns than those of the benchmark.

Repurchase Agreements (“Repos™) - An agreement to purchase
securities from an entity for a specified amount of cash and to resell
the securities to the entity at an agreed upon price and time. Repos

are widely used as a money market instrument.

Reverse Repurchase Agreements (“Reverse Repos”) - An
agreement to sell securities to an entity for a Specified amount of
cash and to repurchase the securities from the entity at an agreed

upon price and time.
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S&P Ratings —

AAA - Debt having the highest rating assigned by
Standard & Poor’s. It has the highest capacity to pay

interest and its ability to repay principal is extremely strong.

AA - Debt having a very strong capacity to pay interest
and repay principal. AA rated debt differs from the higher

rated issues by only a small degree.

A - Debt which has a strong capacity to pay interest and
repay principal although it is somewhat more susceptible
to the adverse effects of change in circumstances and

economic conditions than debt in higher rated categories.

BBB - Debt regarded as having an adequate capacity

to pay interest and repay principal. BBB is the lowest
rating assignable to investment grade securities. Although
debt rated BBB normally exhibits adequate protection
parameters, adverse economic conditions or changing
circumstances are more likely to lead to weakened
capacity to pay interest and repay principal for debt in

this category than in higher rated categories.

BB, B, CCC, and CC - These ratings are regarded, on
balance, as predominantly speculative with respect to
capacity to pay interest and repay principal in accordance

to the terms of the obligation.

C - These ratings are reserved for income bonds on

which no interest is being paid.

D - These ratings are for debt which is in default. No

interest or repayment of principal is being paid.

Soft Dollars - The value of research or other services that broker-
age houses and other service entities provide to a client “free of

charge” in exchange for the client’s business.

Standard Deviation - A statistical measure showing the deviation
of an individual value in a probability distributed from the mean (av-
erage) of the distribution. The greater the degree of dispersion from
the mean rate of return, the higher the standard deviation; therefore,
the higher the risk

Treasury Bill (T-Bill) - Short-term, highly liquid government securi-
ties issued at a discount from the face value and returning the face

amount at maturity.

Treasury Bond or Note - Debt obligations of the Federal govern-
ment that make semiannual coupon payments and are sold at or

near par value in denominations of $1,000 or more.

Turnover - The minimum of security purchases or sales divided
by the fiscal year’s beginning and ending market values for a given

portfolio.

Unrealized Gain (Loss) - A profit (loss) that has not been realized
through the sale of a security. The gain (loss) is realized when a

security or futures contract is actually sold or settled.

Variable Rate Note - Floating rate notes with a coupon rate adjusted
at set intervals, such as daily, weekly, or monthly, based on different

interest rate indices, such as LIBOR, Fed Funds, and Treasury Bills.

Volatility - A statistical measure of the tendency of a market price or
yield to vary over time. Volatility is said to be high if the price, yield,

or return typically changes dramatically in a short period of time.

Yield - The return on an investor’s capital investment.
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Statistical
Section

This section of the Short-Term Investment Fund’s (STIF’s) Comprehensive Annual Financial Report presents detailed information as a
context for understanding what the information in the financial schedules and other supplementary information say about the overall
financial health of STIF.

Financial Trends

These schedules contain the ten-year trend information on the financial performance of STIF.

Schedule (Pages)
* Schedule of rates of return (40-41)

Revenue Capacity

Revenue capacity is not applicable to STIF.

Borrowing Capacity
Section H 2. of the Short-Term Investment Fund’s Investment Policy allow the fund to utilize reverse repurchase agreements to meet

temporary liquidity requirements of the fund. The following statistics outline STIF’s borrowing capacity as of June 30, 2019.

Description
 Qutstanding borrowing - $0
* Maximum borrowing amount - Five percent of total assets

* Collateral requirement - Must be collateralized at a minimum of 100 percent

Demographic and Economic Information
These schedules show the breakdown between state and municipal funds, growth of the fund and rate information.

Schedule (Page)
* Participant units under management (42)

¢ Monthly and annual comparative yields (43)

Operating Information
The summary of operations schedule outlines the expenses, additions and deductions associated with the

management of STIF.

Schedule (Page)
* Changes in Net Position (44)
* Distributions to participants (45)

Sources: Unless otherwise noted, the information in these schedules is derived from the Comprehensive Annual Reports for the relevant year.
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CONNECTICUT STATE TREASUER'S SHORT-TERM INVESTMENT FUND
SCHEDULE OF QUARTERLY RATES OF RETURNS

FISCAL Rate of (MFR) FISCAL Rate of (MFR)
YEAR Return(%) Index(%)(1) YEAR Return(%) Index(%)(1)
2019 2014

Sep-18 0.50 0.47 Sep-13 0.03 0.01
Dec-18 0.57 0.53 Dec-13 0.03 0.01
Mar-19 0.60 0.58 Mar-14 0.04 0.01
Jun-19 0.61 0.56 Jun-14 0.04 0.01
YEAR 2.28 2.13 YEAR 0.14 0.02
2018 2013

Sep-17 0.27 0.25 Sep-12 0.05 0.02
Dec-17 0.31 0.26 Dec-12 0.05 0.02
Mar-18 0.36 0.33 Mar-13 0.03 0.01
Jun-18 0.45 0.43 Jun-13 0.03 0.01
YEAR 1.39 1.27 YEAR 0.16 0.05
2017 2012

Sep-16 0.11 0.06 Sep-11 0.04 0.03
Dec-16 0.12 0.08 Dec-11 0.06 0.05
Mar-17 0.16 0.15 Mar-12 0.03 0.07
Jun-17 0.22 0.20 Jun-12 0.03 0.07
YEAR 0.61 0.49 YEAR 0.16 0.05
2016 2011

Sep-15 0.04 0.01 Sep-10 0.06 0.03
Dec-15 0.05 0.02 Dec-10 0.06 0.02
Mar-16 0.10 0.06 Mar-11 0.06 0.02
Jun-16 0.09 0.06 Jun-11 0.05 0.01
YEAR 0.29 0.15 YEAR 0.23 0.08
2015 2010

Sep-14 0.04 0.005 Sep-09 0.11 0.04
Dec-14 0.04 0.005 Dec-09 0.09 0.02
Mar-15 0.04 0.01 Mar-10 0.06 0.01
Jun-15 0.03 0.01 Jun-10 0.06 0.02
YEAR 0.15 0.03 YEAR 0.34 0.09

(1) Represents iMoneyNet Money Fund Report Average “"TM - Rated First Tier Institutional
Average (MFR) Index. These Index rates have been taken from published sources

See the accompanying Notes to the Schedules of Rates of Return.
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CONNECTICUT STATE TREASURER'S SHORT-TERM INVESTMENT FUND

MONTHLY COMPARATIVE YIELDS

STIF Benchmarks®
Fed. Reserve

Earned Three Mo.

Rate®® MFR Index® T-Bill
6/2019 242 % 2.22 % 2.07 %
5/2019 242 2.25 2.29
4/2019 2.44 2.28 2.37
3/2019 2.46 2.29 2.38
2/2019 2.45 2.30 2.38
1/2019 2.44 2.31 2.35
12/2018 2.38 2.19 2.39
11/2018 2.21 2.09 2.34
10/2018 2.17 2.02 2.28
9/2018 2.01 1.87 2.16
8/2018 1.97 1.84 2.06
712018 1.97 1.83 1.95
6/2018 1.88 1.78 1.88

ANNUAL COMPARATIVE YIELDS

STIF Benchmarks®
Fed. Reserve

Earned Three Mo.

Rate®® MFR Index® T-Bill
2019 2.30 % 215 % 2.27 %
2018 1.39 1.27 1.46
2017 0.61 0.49 0.57
2016 0.29 0.15 0.19
2015 0.15 0.03 0.02
2014 0.14 0.02 0.04
2013 0.16 0.05 0.05
2012 0.16 0.05 0.05
2011 0.23 0.08 0.12
2010 0.34 0.09 0.12
2009 1.49 1.30 0.54
2008 4.13 4.07 2.91
2007 5.54 5.14 5.01

(a) Actual earnings less expenses and transfers to reserves

(b) Represents iMoneyNet Money Fund Average ATM - Rated First tier Insstitutional Average (MFR) Index.
These index rates have been taken from published souces.
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The Office of
Treasurer Shawn T. Wooden

55 Elm Street
Hartford, CT 06106

Phone (860) 702-3000

Toll Free (800) 618-3404

m state.treasurer@ct.gov m portal.ct.gov/ott



