&5  THE CITY of

DELAWARE
Milford City Hall Council Chambers 201 South Walnut Street  Milford DE 19963

CITY COUNCIL AGENDA
April 22, 2024

This meeting is also available for viewing by the public by accessing the following link:
https://zoom.us/j/92231361250
or
http://’www.citvofmilford.com/553/Watch-Public-Meetings

Members of the public may also dial in by phone using the following number:
Call 301 715 8592  Webinar ID: 922 3136 1250

5:00 P.M.
15-Minute Public Comment Period*
Virtual attendees must register prior to start time of meeting by calling 302-422-1111 Extension 1142 or 1303,
or by sending an email to cityclerk@milford-de.gov and providing your name, address, phone number, and item name
and/or description you wish to comment on. Persons in attendance wishing to speak must sign up prior to the start of the
Council Meeting.

FINANCE & AUDIT COMMITTEE

Call to Order — Chair Jason James Sr.
Investment Report

Investment Policy Update

Auditor Engagement Recommendation

Adjournment

All items on the Meeting Agenda are subject to a potential vote.

ALL SUPPORTING DOCUMENTS MUST BE SUBMITTED TO THE CITY CLERK IN ELECTRONIC FORMAT NO LATER THAN
ONE WEEK PRIOR TO MEETING. NO ADDITIONAL DOCUMENTS WILL BE ACCEPTED, DISTRIBUTED, OR PRESENTED AT
MEETING ONCE PACKET HAS BEEN POSTED ON THE CITY OF MILFORD WEBSITE. ANY MATERIALS UTILIZED DURING
THE MEETING MUST BE INCLUDED IN THE COUNCIL PACKET AND ACCESSIBLE BY AUDIO AND VISUAL MEANS PURSUANT
TO 29 Del. Code, Chapter 100, §10006A(c)(5).

031124 041124
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CITY OF MILFORD, DELAWARE

For the Quarter Ended March 31, 2024
Market Summary

Summary

» The first quarter of 2024 was characterized by continued economic resilience
led by strong consumer spending, inflation that continues to slowly grind lower,
and a robust labor market.

» The Federal Reserve (Fed) kept the overnightrate at its current target range

of 5.25% to 5.50% at its March 20 meeting, as expected, marking the fifth
consecutive pause following the last rate hike in July 2023. The Fed’s updated “dot
plot” implies three 0.25% rate cuts through 2024 while the number of cuts implied
for 2025 was reduced from three to two. Markets entered the year pricing in over
six cuts in 2024 but since have now converged to Fed projections. The Fed chair
has said they need more confidence that inflation is moving toward its 2% target
before the first rate cut. Yields moved higher in the first quarter with the return of
the Fed’s “higher-for-longer” stance.

» A strong economic backdrop and increasing likelihood for a soft-landing led
equity markets to reach new record highs. The S&P 500 Index jumped 10.6% in
the first quarter, while yields on U.S. Treasury maturities from one to 30 years were
higher by 25 to 40 basis points (bps).

Economic Snapshot

» Although January and February inflation readings came in above expectations,
CPI actually trended lower in the first quarter and continued to decline from its mid-
2022 peak. Headline and core CPI (which excludes food and energy) registered
year-over-year increases of 3.2% and 3.8%, respectively, through February.

» U.S. real gross domestic product (GDP) growth in the fourth quarter came
in at an impressive 3.4%, capping a strong year in which GDP grew 3.1%. The
economy continues to be bolstered by strong consumer spending, supported
by the strength of the labor market. This trend is expected to continue before
moderating through the balance of the year.

» The U.S. labor market showed little signs of softening, adding over 800,000
jobs in the first quarter after 637,000 were added in the fourth quarter. In the latest
reading, 303,000 jobs were created in March, which is the highest level since May
of 2023. The unemployment rate also ticked down to 3.8% and has been below
4% for over two years. Strong wage increases reflect a competitive labor market
and further support consumer spending.

Interest Rates

» The market spent the majority of the first quarter adjusting its expectations
as strong economic data and Fed commentary pushed back on the notion that
a rate cut was imminent. As a result, fed funds futures recalibrated expectations
throughout the quarter and are now priced for the first rate cut to occur in July, a
four-month delay from expectations at the beginning of the year.

» Reflecting the market adjustment to delayed rate cuts expectations, U.S.
Treasury yields increased notably over the quarter. The yield on the 2-, 5-, and
10-year U.S. Treasuries rose 37 bps, 37 bps, and 32 bps, respectively.

» As aresult of higher absolute yields, U.S. Treasury indices with longer
durations generated negative returns, with the breakeven point around the two-
year maturity. For example, the ICE BofA 3-, 5-, and 10-year U.S. Treasury
indices returned -0.21%, -0.76%, and -1.61%, respectively. On the flipside,
shorter-duration indices posted positive total returns, as higher income was able
to more than offset negative price impacts. The ICE BofA 3-month, 1-, and 2-
year U.S. Treasury indices returned +1.29%, +0.83%, and +0.21% respectively.

Sector Performance

» Yield spreads across most investment-grade (IG) sectors continued to
tighten throughout the first quarter, resulting in positive excess returns on
corporates and most other non-government fixed income sectors. Diversification
across these “spread sectors” helped bolster relative performance given the
absolute back-up in yields to start the year.

» Federal agency, municipal, and supranational spreads remained low and
range bound throughout the first quarter. These sectors eked out positive
excess returns, mostly from their modest incremental income. Callable agencies
outperformed bullet agencies as bond market volatility waned from recent
multi-year highs.

» |G corporates produced strong excess returns on robust market demand and
continued yield spread tightening. IG corporates finished the quarter at their
lowest spread in over two years. As a result of historically tight spreads, value in
the sector is now more opportunistic.

» The asset-backed security (ABS) sector was the strongest-performing fixed
income sector in the first quarter. The rally in the sector was supported by strong
structural elements of the asset class as well as ongoing optimism regarding the
strength of the American consumer and, like IG corporates, robust appetite for
new issues. Incremental income from ABS remains attractive and our
fundamental outlook for the economy remains supportive for the sector.

» Mortgage-backed security (MBS) performance was mixed for the first
quarter, with yield spreads widening in longer maturity structures. Volatility was
relativity muted compared to the fourth quarter and helped returns in the first
quarter, but the overall sector underperformed. On the other hand, agency
commercial mortgage-backed security spreads tightened relative to pass-
throughs, resulting in strong relative performance.
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CITY OF MILFORD, DELAWARE

For the Quarter Ended March 31, 2024

Market Summary

Labor Market
Unemployment Rate

Change In Non-Farm Payrolls

Average Hourly Earnings (YoY)

Personal Income (YoY)

Initial Jobless Claims (Week)

Real GDP (QoQ SAAR)

GDP Personal Consumption (QoQ SAAR)

Retail Sales (YoY)

ISM Manufacturing Survey (Month)

Existing Home Sales SAAR (Month)

Inflation/Prices
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Mar '24
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Economic Snapshot
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Consumer Price Index

Personal Consumption Expenditures (YoY) Feb 24 2.5% 2.6% 4.4%

) s CPI (YOY) Core CPI (YoY)

Consumer Price Index (YoY) Feb 24 3.2% 3.4% 5.0% %E%

Consumer Price Index Core (YoY) Feb 24 3.8% 3.9% 5.6% gg% \/\,\_
3%

Crude Oil Futures (WTI, per barrel) Mar 31 $83.17 $71.65 $75.67 ig%

Gold Futures (0z) Mar 31 $2,217 $2,072 $1,969 Mar21  Sep21  Mar22 Mar23  Sep 23

1. Data as of Third Quarter 20

23.

2. Data as of Fourth Quarter 2022.
Note: YoY = year-over-year, QoQ = quarter-over-quarter, SAAR = seasonally adjusted annual rate, WTI = West Texas Intermediate crude oil.

Source: Bloomberg.
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For the Quarter Ended March 31, 2024
CITY OF MILFORD, DELAWARE Market Summary

Interest Rate Overview

U.S. Treasury Note Yields U.S. TreasuryYield Curve
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Source: Bloomberg.
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CITY OF MILFORD, DELAWARE

For the Quarter Ended March 31, 2024
Market Summary

ICE BofAML Index Returns

As of 03/31/2024 Returns for Periods ended 03/31/2024
March 31, 2024 Duration Yield 3 Month 1 Year 3 Years
1-3 Year Indices
U.S. Treasury 1.83 4.70% 0.30% 2.97% 0.08%
Federal Agency 1.62 4.80% 0.46% 3.54% 0.27%
U.S. Corporates, A-AAA rated 1.84 5.23% 0.73% 4.71% 0.72%
Agency MBS (0 to 3 years) 1.97 5.27% 0.49% 3.84% (0.49%)
Taxable Municipals 1.35 4.95% 0.89% 3.98% 1.09%
1-5 Year Indices
U.S. Treasury 2.59 4.55% (0.02%) 2.42% (0.59%)
Federal Agency 1.96 4.70% 0.33% 3.29% (0.29%)
U.S. Corporates, A-AAA rated 2.54 5.15% 0.58% 4.68% 0.14%
Agency MBS (0 to 5 years) 3.03 5.14% 0.30% 3.49% (1.01%)
Taxable Municipals 225 4.87% 0.43% 3.40% 0.16%
Master Indices (Maturities 1 Year or Greater)
U.S. Treasury 6.31 4.45% (0.94%) (0.19%) (2.82%)
Federal Agency 3.32 4.65% 0.09% 2.89% (1.01%)
U.S. Corporates, A-AAA rated 6.85 5.18% (0.32%) 3.62% (1.98%)
Agency MBS (0 to 30 years) 5.63 5.05% (1.07%) 1.36% (2.93%)
Taxable Municipals 8.94 5.10% (0.38%) 2.43% (3.01%)

Returns for periods greater than one year are annualized.

Source: ICE BofAML Indices.
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For the Quarter Ended March 31, 2024
CITY OF MILFORD, DELAWARE Market Summary

Disclosures

PFM Asset Management LLC (“PFMAM?’) is an investment adviser registered with the U.S. Securities and Exchange Commission and a subsidiary of U.S. Bancorp Asset
Management, Inc. (‘USBAM”). USBAM is a subsidiary of U.S. Bank National Association (“U.S. Bank”). U.S. Bank is a separate entity and subsidiary of U.S. Bancorp. U.S.
Bank is not responsible for and does not guarantee the products, services or performance of PFMAM.

The views expressed within this material constitute the perspective and judgment of PFM Asset Management LLC at the time of distribution and are subject to change.
Information is obtained from sources generally believed to be reliable and available to the public; however, PFM Asset Management LLC cannot guarantee its accuracy,
completeness, or suitability. The information contained in this report is not an offer to purchase or sell any securities.

NOT FDIC INSURED : NO BANK GUARANTEE : MAY LOSE VALUE

Further distribution is not permitted without prior written consent.
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Portfolio Review:
CITY OF MILFORD, DELAWARE
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CITY OF MILFORD, DELAWARE

For the Quarter Ended March 31, 2024
Portfolio Snapshot

Portfolio Snapshot - CITY OF MILFORD, DELAWARE"

Portfolio Statistics

Total Market Value $33,690,526.40
Securities Sub-Total $33,429,886.99
Accrued Interest $173,253.27
Cash $87,386.14

Portfolio Effective Duration 1.50 years

Benchmark Effective Duration 2.02 years

Yield At Cost 5.26%

Yield At Market 5.08%

Portfolio Credit Quality A

Credit Quality - S&P

N AAA| 2%

B AA+ | 33%
AA- | 2%
A1+ 12%
A+ | 4%
Al 1%
A1 17%
A-1]9%

[ BBB+ | 8%

I Not Rated | 1%

50%
40%
30%
20%
10%

0%

Sector Allocation

Corporate | 43%
I u.s. Treasury | 34%
I Agency CMBS | 12%
Commercial Paper | 9%
ABS | 3%

Duration Distribution

I Portfolio [ Benchmark

45%

28%
26%
22% 20%21%
6%

.
m

0-1Yr 1-2Yrs 2-3Yrs 3-4 Yrs 4-5Yrs

17%

9%

1. Yield and duration calculations exclude cash and cash equivalents. Sector allocation includes market values and accrued interest.

The portfolio’s benchmark is the ICE BofA 0-5 Year U.S. Treasury Index. Source: Bloomberg.

An average of each security’s credit rating was assigned a numeric value and adjusted for its relative weighting in the portfolio.
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For the Quarter Ended March 31, 2024
CITY OF MILFORD, DELAWARE Portfolio Summary

Issuer Diversification

Security Type / Issuer Market Value (%) S&P / Moody's / Fitch

Security Type / Issuer Market Value (%) S&P / Moody's / Fitch

Corporate 42.9%
UNITED STATES TREASURY 34.1% AA/Aaa/AA COMCAST CORP 0.3% AIAIA
FANNIE MAE 1.5% AA/Aaa/ AA CUMMINS INC 0.5% ATAINR
FREDDIE MAC 10.0% AA/Aaa/ AA DEERE & COMPANY 0.6% ATATA
Commercial Paper 8.5% DIAGEO CAPITAL PLC 0.7% AIA/A
CREDIT AGRICOLE SA 2.2% AlAalAA ECOLAB INC 0.2% ATATA
MITSUBISHI UFJ FINANCIAL GROUP INC 2.9% AlAalA ESTEE LAUDER CO INC 0.3% ATATNR
NATIXIS NY BRANCH 0 2% N GILEAD SCIENCES INC 0.9% BBB/A/NR
RABOBANK NEDERLAND 12% A Aa | AA GOLDMAN SACHS GROUP INC 1.8% BBB/A/A
Ee— 42.9% HORMEL FOODS CORP 0.2% A/A/NR
IBM CORP 0.6% AIAIA
ABBVIE INC 1.1% ATATNR INTERCONTINENTAL EXCHANGE 0.4% A/AINR
AIR PRODUCTS & CHEMICALS 0.8% A/AINR 1P MORGAN CHASE & CO 1 2% AJALAA
AMERICAN HONDA FINANCE 0.7% A/AINR L OCKHEED MARTIN CORP 05% NIV
AMPHENOL CORP 0.2% BBB/A/NR LOWE'S COMPANIES INC 0.2% BBB /Baa/ NR
ANALOG DEVICES INC 0.3% AIAIA McKesson Corp 0.9% BB/ A/ A
ASTRAZENECA PLC 0.6% AIAIA METLIFE ING 0.6% NV
BANK OF AMERICA CO 1.2% ATATAA MITSUBISHI UFJ FINANCIAL GROUP INC 0.3% AIAIA
BANK OF MONTREAL 1.5% ATATAA MIZUHO FINANCIAL GROUP INC. 0.6% A/A/NR
BANK OF NOVA SCOTIA 1.7% A/A[AA Moody's Corp 0.4% BBB / NR ) BBB
BLACKROCK INC 0.1% AA/Aa/NR MORGAN STANLEY 1\ 8% N
BOSTON SCIENTIFIC CORP 0.2% BBB / Baa / BBB NATIONAL AUSTRALIA BANK LTD 0.7% AA/ Aa/ NR
BPPLC 0.2% ATATA NATIONAL RURAL UTILITIES CO FINANCE 0.6% AJAIA
BRISTOL-MYERS SQUIBB CO 0.3% A/AINR CORP
CANADIAN IMPERIAL BANK OF COMMERCE 0.3% AIA[AA NORTHERN TRUST 0.3% AIAIA
CISCO SYSTEMS INC 0.8% AA/A/NR NORTHROP GRUMMAN CORP 0.4% BBB / Baa / BBB
CITIGROUP INC 1.1% AIAIA NUCOR CORP 0.4% A/Baa/A

Ratings shown are calculated by assigning a numeral value to each security rating, then calculating a weighted average rating for each security type / issuer category using all available security ratings,
excluding Not-Rated (NR) ratings. For security type / issuer categories where a rating from the applicable NRSRO is not available, a rating of NR is assigned. Includes accrued interest and excludes balances
invested in overnight funds.
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For the Quarter Ended March 31, 2024
CITY OF MILFORD, DELAWARE Portfolio Summary

Issuer Diversification

Security Type / Issuer Market Value (%) S&P / Moody's / Fitch Security Type / Issuer Market Value (%) S&P / Moody's / Fitch

Corporate 42.9% ABS 2.9%
PACCAR FINANCIAL CORP 0.6% A/A/NR WORLD OMNI AUTO REC TRUST 0.7% AAA /NR/ AAA
PFIZER INC 0.6% AlTATA
PRUDENTIAL FINANCIAL INC 0.6% AlTATA
RABOBANK NEDERLAND 1.2% A/l AalAA
RECKITT BENCKISER GROUP PLC 0.7% A/A/NR
ROYAL BANK OF CANADA 1.8% AlATAA
S&P GLOBAL INC 0.2% NR/ATA
STARBUCKS CORP 0.5% BBB /Baa/NR
STATE STREET CORPORATION 0.8% AlATAA
SUMITOMO MITSUI FINANCIAL GROUP INC 1.2% A/A/NR
THE BANK OF NEW YORK MELLON 2.3% A/A/AA
CORPORATION
TORONTO-DOMINION BANK 1.8% AlATAA
TOYOTA MOTOR CORP 0.6% AlTATA
Trane Technologies PLC 0.4% BBB/A/NR
UBS AG 0.6% AlAalA
UNION PACIFIC CORP 0.2% AlTATA
VERIZON COMMUNICATIONS 0.4% BBB/Baa/A
WELLS FARGO & COMPANY 1.8% BBB/A/A
WESTPAC BANKING CORP 0.6% AA/Aa/NR

ABS 2.9%

AMERICAN EXPRESS CO 0.7% AAA/NR/AAA
CAPITAL ONE FINANCIAL CORP 0.7% AAA/NR/AAA
CNH EQUIPMENT TRUST 0.7% NR / Aaa/ AAA

Ratings shown are calculated by assigning a numeral value to each security rating, then calculating a weighted average rating for each security type / issuer category using all available security ratings,
excluding Not-Rated (NR) ratings. For security type / issuer categories where a rating from the applicable NRSRO is not available, a rating of NR is assigned. Includes accrued interest and excludes balances
invested in overnight funds.
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CITY OF MILFORD, DELAWARE

For the Quarter Ended March 31, 2024

Portfolio Characteristics

$34.0

$27.2

$20.4

Millions

$13.6

$6.8

$0.0

Sector Allocation Review - CITY OF MILFORD, DELAWARE

Security Type Dec-23 % of Total Mar-24 % of Total
U.S. Treasury $8.2 31.9% $11.4 34.2%
Agency CMBS $2.9 11.3% $3.9 11.5%
Commercial Paper $2.3 9.0% $2.9 8.5%
Corporate $11.3 44.0% $14.3 42.9%
ABS $1.0 3.8% $1.0 2.9%
Total $25.8 100.0% $33.4 100.0%

[ U.S. Treasury [ Agency CMBS Commercial Paper Corporate ABS

December 2023

March 2024

Market values, excluding accrued interest. Only includes fixed-income securities held within the separately managed account(s) and LGIPs managed by PFMAM. Detail may not add to total due to rounding.
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For the Quarter Ended March 31, 2024
CITY OF MILFORD, DELAWARE Portfolio Activity

Portfolio Activity - CITY OF MILFORD, DELAWARE

Net Activity by Sector
($ millions)

Sector Net Activity
U.S. Treasury $3,178,671
Corporate $3,031,230

U.S. Treasury
Agency CMBS $954,417
Commercial Paper $489,063

Corporate

Agency CMBS -
Commercial Paper l

(%$2.0) $0.0 $2.0 $4.0 $6.0
[ Sales/Maturities I Purchases

Based on total proceeds (principal and accrued interest) of buys, sells, maturities, and principal paydowns. Detail may not add to total due to rounding.
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For the Quarter Ended March 31, 2024
CITY OF MILFORD, DELAWARE Portfolio Performance

Portfolio Performance
B Portfolio ™ Benchmark

1.0%
0.8%
c 0.6%
5
@
o 0.4%
0.2%
0.0%
1Q2024 4Q2023 3Q2023 2Q2023
Total Return’ 1Q2024 4Q2023 3Q2023 2Q2023
Portfolio 0.81% - - -
Benchmark? 0.25% - - -
Difference 0.55% - - -

1. Returns on presented on a periodic basis.
2. The portfolio’s benchmark is the ICE BofA 0-5 Year U.S. Treasury Index. Source: Bloomberg.
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Portfolio Review:
CITY OF MILFORD CASHFLOW ACCOUNT

© PFM Asset Management LLC | pfmam.com



For the Quarter Ended March 31, 2024
CITY OF MILFORD, DELAWARE Portfolio Snapshot

Portfolio Snapshot - CITY OF MILFORD CASHFLOW ACCOUNT"

Portfolio Statistics Sector Allocation
Total Market Value $4,903,731.49
Securities Sub-Total $4,887,583.16
Accrued Interest $16,148.33
Cash $0.00
Portfolio Effective Duration 3.42 years W U, Treasury | 100%
Yield At Cost 4.93%
Yield At Market 4.68%
Portfolio Credit Quality AA
Credit Quality - S&P Duration Distribution
I Portfolio
30% 28%
25%
20% 16%  16%  16%

B AA+ | 78% 15%
I Not Rated | 22% 100/0 10% 10%
5%

(o)

0%

0-1Yr 1-2Yrs 2-3Yrs 3-4Yrs 4-5Yrs 5-6 Yrs 6-7 Yrs

1. Yield and duration calculations exclude cash and cash equivalents. Sector allocation includes market values and accrued interest.
An average of each security’s credit rating was assigned a numeric value and adjusted for its relative weighting in the portfolio.
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For the Quarter Ended March 31, 2024

CITY OF MILFORD, DELAWARE Portfolio Summary

Issuer Diversification

Security Type / Issuer Market Value (%) S&P / Moody's / Fitch

UNITED STATES TREASURY 100.0% AA [ Aaa ! AA

Total 100.0%

Ratings shown are calculated by assigning a numeral value to each security rating, then calculating a weighted average rating for each security type / issuer category using all available security ratings,
excluding Not-Rated (NR) ratings. For security type / issuer categories where a rating from the applicable NRSRO is not available, a rating of NR is assigned. Includes accrued interest and excludes balances

invested in overnight funds.
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For the Quarter Ended March 31, 2024

CITY OF MILFORD, DELAWARE Portfolio Characteristics

Sector Allocation Review - CITY OF MILFORD CASHFLOW ACCOUNT

Security Type Dec-23 % of Total Mar-24 % of Total
U.S. Treasury $4.9 100.0% $4.9 100.0%
Total $4.9 100.0% $4.9 100.0%

[ U.S. Treasury

$5.0

$4.0

$3.0

Millions

$2.0

$1.0

$0.0
December 2023 March 2024

Market values, excluding accrued interest. Only includes fixed-income securities held within the separately managed account(s) and LGIPs managed by PFMAM. Detail may not add to total due to rounding.
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For the Quarter Ended March 31, 2024
CITY OF MILFORD, DELAWARE Appendix

Important Disclosures

This material is for general information purposes only and is not intended to provide specific advice or a specific recommendation, as it was prepared without regard to
any specific objectives or financial circumstances.

Investment advisory services are provided by PFM Asset Management LLC ("PFMAM"), an investment adviser registered with the U.S. Securities and Exchange
Commission and a subsidiary of U.S. Bancorp Asset Management, Inc. ("USBAM"). USBAM is a subsidiary of U.S. Bank National Association ("U.S. Bank"). U.S. Bank
is a separate entity and subsidiary of U.S. Bancorp. U.S. Bank is not responsible for and does not guarantee the products, services or performance of PFMAM. The
information contained is not an offer to purchase or sell any securities. Additional applicable regulatory information is available upon request.

PFMAM professionals have exercised reasonable professional care in the preparation of this performance report. Information in this report is obtained from sources
external to PFMAM and is generally believed to be reliable and available to the public; however, we cannot guarantee its accuracy, completeness or suitability. We rely
on the client's custodian for security holdings and market values. Transaction dates reported by the custodian may differ from money manager statements. While efforts
are made to ensure the data contained herein is accurate and complete, we disclaim all responsibility for any errors that may occur. References to particular issuers are
for illustrative purposes only and are not intended to be recommendations or advice regarding such issuers. Fixed income manager and index characteristics are
gathered from external sources. When average credit quality is not available, it is estimated by taking the market value weights of individual credit tiers on the portion of
the strategy rated by a NRSRO.

It is not possible to invest directly in an index. The index returns shown throughout this material do not represent the results of actual trading of investor assets.
Third-party providers maintain the indices shown and calculate the index levels and performance shown or discussed. Index returns do not reflect payment of any sales
charges or fees an investor would pay to purchase the securities they represent. The imposition of these fees and charges would cause investment performance to be
lower than the performance shown.

The views expressed within this material constitute the perspective and judgment of PFMAM at the time of distribution and are subject to change. Any forecast,
projection, or prediction of the market, the economy, economic trends, and equity or fixed-income markets are based upon certain assumptions and current opinion as
of the date of issue and are also subject to change. Some, but not all assumptions are noted in the report. Assumptions may or may not be proven correct as actual
events occur, and results may depend on events outside of your or our control. Changes in assumptions may have a material effect on results. Opinions and data
presented are not necessarily indicative of future events or expected performance.

For more information regarding PFMAM's services or entities, please visit www.pfmam.com.

© 2023 PFM Asset Management LLC. Further distribution is not permitted without prior written consent.

© PFM Asset Management LLC | pfmam.com



For the Quarter Ended March 31, 2024
CITY OF MILFORD, DELAWARE Appendix

Important Disclosures

® Market values that include accrued interest are derived from closing bid prices as of the last business day of the month as supplied by Refinitiv, Bloomberg, or
Telerate. Where prices are not available from generally recognized sources, the securities are priced using a yield-based matrix system to arrive at an estimated
market value.

B |n accordance with generally accepted accounting principles, information is presented on a trade date basis; forward settling purchases are included in the monthly
balances, and forward settling sales are excluded.

= Performance is presented in accordance with the CFA Institute's Global Investment Performance Standards (GIPS). Unless otherwise noted, performance is shown
gross of fees. Quarterly returns are presented on an unannualized basis. Returns for periods greater than one year are presented on an annualized basis. Past
performance is not indicative of future returns.

= Bank of America/Merrill Lynch Indices provided by Bloomberg Financial Markets.

® Money market fund/cash balances are included in performance and duration computations.

® Standard & Poor's is the source of the credit ratings. Distribution of credit rating is exclusive of money market fund/LGIP holdings.

® Callable securities in the portfolio are included in the maturity distribution analysis to their stated maturity date, although, they may be called prior to maturity.

= MBS maturities are represented by expected average life.

© PFM Asset Management LLC | pfmam.com



For the Quarter Ended March 31, 2024
CITY OF MILFORD, DELAWARE Appendix

Glossary

® Accrued Interest: Interest that is due on a bond or other fixed income security since the last interest payment was made.
= Agencies: Federal agency securities and/or Government-sponsored enterprises.
® Amortized Cost: The original cost of the principal of the security is adjusted for the amount of the periodic reduction of any discount or premium from the purchase

date until the date of the report. Discount or premium with respect to short-term securities (those with less than one year to maturity at time of issuance) is amortized
on a straight line basis. Such discount or premium with respect to longer-term securities is amortized using the constant yield basis.

® Asset-Backed Security: A financial instrument collateralized by an underlying pool of assets — usually ones that generate a cash flow from debt, such as loans,
leases, credit card balances, and receivables.

= Bankers’ Acceptance: A draft or bill or exchange accepted by a bank or trust company. The accepting institution guarantees payment of the bill as well as the insurer.
® Commercial Paper: An unsecured obligation issued by a corporation or bank to finance its short-term credit needs, such as accounts receivable and inventory.

= Contribution to Total Return: The weight of each individual security multiplied by its return, then summed for each sector to determine how much each sector added
or subtracted from the overall portfolio performance.

® Effective Duration: A measure of the sensitivity of a security’s price to a change in interest rates, stated in years.

m Effective Yield: The total yield an investor receives in relation to the nominal yield or coupon of a bond. Effective yield takes into account the power of compounding
on investment returns, while nominal yield does not.

= FDIC: Federal Deposit Insurance Corporation. A federal agency that insures bank deposits to a specified amount.

® |nterest Rate: Interest per year divided by principal amount and expressed as a percentage.

= Market Value: The value that would be received or paid for an investment in an orderly transaction between market participants at the measurement date.
® Maturity: The date upon which the principal or stated value of an investment becomes due and payable.

= Negotiable Certificates of Deposit: A CD with a very large denomination, usually $1 million or more, that can be traded in secondary markets.

® Par Value: The nominal dollar face amount of a security.

® Pass-through Security: A security representing pooled debt obligations that passes income from debtors to its shareholders. The most common type is the
mortgage-backed security.

© PFM Asset Management LLC | pfmam.com



For the Quarter Ended March 31, 2024
CITY OF MILFORD, DELAWARE Appendix

Glossary

®m Repurchase Agreements: A holder of securities sells these securities to an investor with an agreement to repurchase them at a fixed price on a fixed date.

m Settle Date: The date on which the transaction is settled and monies/securities are exchanged. If the settle date of the transaction (i.e., coupon payments and
maturity proceeds) occurs on a non-business day, the funds are exchanged on the next business day.

® Supranational: A multinational union or association in which member countries cede authority and sovereignty on at least some internal matters to the group, whose
decisions are binding on its members.

= Trade Date: The date on which the transaction occurred; however, the final consummation of the security transaction and payment has not yet taken place.
= Unsettled Trade: A trade which has been executed; however, the final consummation of the security transaction and payment has not yet taken place.
® U.S. Treasury: The department of the U.S. government that issues Treasury securities.

= Yield: The rate of return based on the current market value, the annual interest receipts, maturity value, and the time period remaining until maturity, stated as a
percentage on an annualized basis.

® YTM at Cost: The yield to maturity at cost is the expected rate of return based on the original cost, the annual interest receipts, maturity value, and the time period
from purchase date to maturity, stated as a percentage on an annualized basis.

® YTM at Market: The yield to maturity at market is the rate of return based on the current market value, the annual interest receipts, maturity value, and the time
period remaining until maturity, stated as a percentage on an annualized basis.

© PFM Asset Management LLC | pfmam.com



&  THE CITY of

&
PHONE 302.424.5140
l W FAX 302.424.5932

DELAWARE www.cityofmilford.com

FINANCE DEPARTMENT
10 SE Second Street
Milford, DE 19963

To: Mayor and City Council

Finance and Audit Committee
From: Louis C. Vitola, Finance Director
Date: March 11, 2024
Re: Investment Policy Update
EXECUTIVE SUMMARY

Staff request that the Finance and Audit Committee review the enclosed edit to the City’s
Investment Policy Statement (IPS) proposed by PFM Asset Management. Staff is in support of the
edit and ask that the Committee make a recommendation to City Council to approve the change to
clarify investment class limitations for the benefit of traders acting pursuant to the City’s IPS.

DETAIL

The City’s Investment Policy Statement was last updated March 13, 2023. The Policy was recently
reviewed by Finance staff and the City’s investment advisors, PFM Asset Management, pursuant
to the requirement that the IPS be reviewed annually. The PFM team recommends only one minor
change to the Policy — to clarify the portfolio percentage limit of asset-backed securities in
paragraph 8.5.1.2 by striking the reference to mortgage-backed securities pointing to paragraph
8.8. While the separate, independent limitations for each asset class can be inferred in the context
of'the IPS, and indeed PFM traders are compliant with the intended policy limits, the change should
be made to clarify and simplify the City’s instructions to all readers of the IPS, now and into the
future. Staff strongly recommend the change be supported by the Committee and approved by City
Council at the March 25, 2024 meeting.

cc: Mark Whitfield, City Manager

Page 1 of 1



THE CITY of

DELAWARE

Investment Policy Statement

As Presented April 22,2024

Final Review; City Council Presentation: April 22, 2024

Finance & Audit Committee — Review and Discussion: ~ March 11, 2024

Final Review; City Council Approval, Current: March 13, 2023
City Council Workshop — Review and Discussion: February 22, 2023

https://www.cityofmilford.com/ArchiveCenter/ViewFile/Item/3833

Finance Committee Final Review; Council Approval: November 8, 2021

https.//www.cityofmilford.com/ArchiveCenter/ViewFile/Item/3443;
https://www.cityofmilford.com/ArchiveCenter/ViewFile/Item/3440

Finance Committee Review and Discussion: September 13, 2021
https://www.cityofmilford.com/ArchiveCenter/ViewFile/Item/3416
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1.0

2.0

Governing Authority

It is the policy of the City of Milford to invest public funds under its control in a manner that will
provide the highest investment return consistent with the maximum safety of principal, while
meeting cash flow needs of the City. The investment program shall conform to all state and local
statutes governing the investment of public funds. In the event of a conflict, state and local statutes
will prevail.

Scope

This Investment Policy Statement (the "Policy") applies to all financial assets of the City of Milford
for which the City retains direct or indirect daily control. Funds for which the City has retained
outside investment advisory, fund management and/or brokerage services shall also be governed
by this Policy. Bond proceeds shall be governed by the Trust Indenture and related obligation
documented in connection with the debt issuance, subject to Internal Revenue Service (IRS)
regulations. Police and Firefighter Pension assets, Municipal Employee / Civilian Pension assets,
employee-directed post-retirement benefit funds and other pension assets beyond the City’s control
are not subject to the provisions of this Policy.

The City’s investable funds may be segregated into three distinct categories:

2.1 Liquidity
The City’s operating cash balances, Equipment Replacement Reserves (ERR) for assets
being replaced in the current budget year, reserves restricted for capital projects being
undertaken in the current budget year, and any component of the City’s Minimum Cash
Requirement (MCR) related to operating cash are included in the City’s Liquidity
investment group. The Liquidity investment group is limited to commercial checking and
savings deposit accounts (subject to collateral considerations) and those investments
specified in sections 8.1, 8.2, 8.3, 8.6, 8.7 and 8.10 provided that the investments are
convertible to cash within one (1) business day.

2.2 Intermediate

The City’s ERR and MCR restricted for asset replacement and capital projects scheduled
at least one year in advance constitute the City’s Intermediate investment group. The
Intermediate investment group is eligible for investment in investments specified in all
sections of paragraph 8.0, provided that the average duration is no longer than three (3)
years and investments are convertible to cash within three (3) business days. Commercial
checking and savings deposit accounts (subject to collateral considerations) are also
permissible for this investment group.

2.3 Growth

The City’s unrestricted cash not required for operations or intermediate capital
requirements, the non-operating component of any MCR, and any cash restricted for a
purpose at least three (3) years into the future comprise the City’s Growth investment
group. The Growth investment group is eligible for investment in investments specified in
all sections of paragraph 8.0, provided that the average duration is no longer than five (5)
years and investments are convertible to cash within five (5) business days. Commercial
checking and savings deposit accounts (subject to collateral considerations) are also
permissible for this investment group.
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3.0

4.0

5.0

Objectives
The primary objectives of the City of Milford's investment activities, in order of importance shall

be:

3.1

3.2

3.3

Safety

Preservation of principal is the foremost objective of the investment program. To attain this
objective, funds shall be diversified among securities of high credit quality and liquidity,
so that risk of loss of principal is minimized.

Liquidity
The City's investments shall be made for such periods as to enable the City to meet all
operating requirements that may be scheduled or reasonably anticipated.

Return on Investments
A goal of the investment program shall be to maximize investment return within the
constraints of Sections 3.1 and 3.2.

Delegation of Authority
Authority to manage the City of Milford's investment program is derived from this Policy, which
is approved by City Council. The Finance Director shall be the administrator of all City funds.

The Finance Director shall:

)
2)

3)

Review this Policy annually and recommend changes, if any, to City Council;

Be charged with implementing the Policy, and may delegate authority to act pursuant to
this Policy to an investment advisor, fund manager, brokerage firm, or other third-party
agent authorized to trade securities (the “advisor”). The Finance Director shall be
responsible for all investment transactions and shall establish controls to oversee the
activities of any investment advisors.

Ensure that records of the City's investment activities are retained for a minimum of ten
years or the time required by an applicable regulatory authority.

Prudence, Ethics and Conflicts of Interest
Any official of the City or investment advisor empowered to make investments on behalf of the
City of Milford shall comply with the following:

5.1

5.2

"Prudent Person" Rule

Investment decisions shall be made with the judgment and care which persons of
reasonable intelligence, under circumstances prevailing at the time the investment is made,
would exercise in the management of their own investments assuming that their objectives
are those shown in Section 3.0 of this policy.

Ethics and Conflict of Interest

The delegate authorized to make City investments shall act at all times in an ethical manner,
and shall not engage in activity that could impair or be perceived to impair their ability to
make impartial investment decisions. They shall disclose to the Mayor and City Council
any material interests in financial institutions with which the City has financial dealings,
and which may be related to the performance of the investment program. Employees and
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6.0

7.0

8.0

officers shall refrain from undertaking personal investment transactions with the same
individual(s) with whom business is conducted on behalf of the City.

Authorized Institutions and Dealers
All broker/dealers that desire to become qualified for investment transactions with the City shall
meet the following:

1. Primary dealers and regional dealers that qualify under Securities and Exchange
Commission Rule 15C3-1 (uniform net capital rule)

2. Capital of at least $25,000,000 or capital of $5,000,000 for firms incorporated in the State

of Delaware

Registered as a dealer under the Securities Exchange Act of 1934

Member of the Financial Industry Regulatory Authority (FINRA)

Registered to sell securities in the State of Delaware

Engaged in the business of effecting transactions in U.S. government, federal agency, and

corporate securities for at least five (5) consecutive years

AN DN AW

To the extent the City utilizes the services of an outside Investment Advisor, it shall be the
responsibility of the Investment Advisor to maintain an approved list of brokers.

Safekeeping and Custody

To ensure that securities are deposited in an eligible financial institution prior to the release of
funds, all trades of marketable securities will be executed using the delivery vs. payment ("DVP")
method.

Further, all securities will be held by an independent third-party custodian, in the name of the City
of Milford, and evidenced by safekeeping receipts in the City's name. The custodian shall provide
daily confirmation of securities held as well as a monthly transactions and holdings report. Fixed
income securities must be reported at both the historical cost plus or minus accretion or
amortization, respectively, and at market value quoted by an independent securities pricing service.

Authorized Investments and Trading of Securities

The Finance Director or authorized investment adviser may invest only in the types of securities
listed below. The maximum stated maturity of any security shall be limited to 10 years at time of
purchase, unless otherwise stated. For Agency mortgage-backed securities, the maximum maturity
shall be defined as the weighted average life ("WAL"). WAL is a convention that estimates the
expected weighted amount of time, in years, for the principal amount of an issue to be fully paid.
For this sector, WAL shall be limited to 10 years, measured at the original purchase date, provided
by Bloomberg Financial Markets or another independent pricing/research firm.

8.1 United States Government Securities
Marketable securities issued by the U.S. Government and supported by the full faith and
credit of the U.S. Treasury either by statue or an opinion of the attorney general of the
United States. Up to 100% of the portfolio may be invested in this sector.

8.2 Government Agency Securities
Debt securities issued by government-sponsored enterprises ("GSE"), federal agencies, and
federal financing banks; the maximum stated maturity of any investment in this sector shall
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8.4

8.3

be limited to 10 years at time of purchase. Up to 100% of the portfolio may be invested in
this sector.

Certificates of Deposit and Time Deposits

8.3.1

8.3.2

Domestic Institutions: Issued or endorsed by a domestic bank, or a savings and
loan association, organized and supervised under the laws of the United States and
denominated in U.S. dollars; provided, however, that deposits are fully insured or
guaranteed by the Federal Deposit Insurance Corporation ("FDIC").

If not insured by the FDIC:

e The banking institution must have assets of not less than $5 billion;
and Issuers must have a short-term rating of A-1 by Standard & Poor's
and Pl by Moody's and a long-term rating of AA by Standard & Poor's
or Aa by Moody's.

The maximum stated maturity of any investment in this sector shall be limited to
5 years at time of purchase. This sector shall not exceed 25% of the total portfolio.
No single issuer shall exceed 5% of the City's portfolio.

Delaware-Domiciled Institutions: Issued by or endorsed by any bank or savings
association domiciled in the State of Delaware and organized and supervised under
federal or State of Delaware banking laws which does not meet the requirements
of Section 8.3.1 hereto; provided, however, that:

e For each of the latest two years, the bank or association has had a
return on total average assets of 0.50% or greater and an average
capital ratio (defined as total equity capital to total assets) of at least 1
to 20, or the instrument is secured as set forth in Section 8,
"Collateralization of City Deposits," hereto; and

e Not more than the lesser of $10 million or 25% of an issuer's total
equity capital may be invested in any one issuer. (Investments due to
mature in one business day may be excluded from the computation of
this percentage.)

e City Council affirms that, consistent with this Policy, Delaware banks
and savings associations should be considered as an eligible source of
investment.

e The maximum stated maturity of any investment in this sector shall be
limited to 5 years at time of purchase. This sector shall not exceed 20%
of the total portfolio. No single issuer shall exceed 5% of the City's
portfolio.

Corporate Debt Instruments
Such instruments include commercial paper bankers' acceptances, and non-convertible senior debt
securities (bonds and debentures).

8.4.1

8.4.2

Any such instrument must be denominated/issued in U.S. dollars. Many foreign
corporations issue debt/securities in the U.S. market, in U.S. dollars.
No single issuer shall exceed 5% of the City's portfolio.
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85

8.6

8.7

8.4.3

8.4.4.

8.4.5

Commercial Paper shall be limited to a final stated maturity of 270 days. This sector shall
not exceed 25% of the total portfolio. Issuers shall be rated at least A-1 by Standard &
Poor's and P-1 by Moody's.

Bankers' Acceptances shall be limited to a final maturity of 365 days. This sector shall not
exceed 20% of the City's Portfolio. Issuers shall be rated at least A-1 by Standard & Poor's
and PI by Moody's.

Corporate bonds and debentures shall be limited to a final stated maturity of 15 years. This
sector shall not exceed 50% of the total portfolio. Issuers shall hold a long-term rating of
at least BBB+ by S&P, Baal by Moody's or BBB+ by Fitch Ratings, though the dollar-
weighted average credit rating of the securities invested pursuant to 8.4.5 must exceed the
minimum rating at the time of purchase. Rebalancing shall not be automatically required
if the dollar-weighted average credit rating of the securities invested pursuant to 8.4.5 fall
below minimum rating.

Asset-Backed Securities

8.5. 1 Definition: Securities collateralized by pools of auto loan receivables, credit card
receivables, and equipment loans; provided that such securities have (i) the highest
credit rating from at least two NRSROs and (ii) an average life not to exceed two years
from the date of settlement (unless such securities are subject to periodic reset of
coupon or interest rate, in which case the average life may not exceed three years from
the date of settlement).

8.5.1.2 Percentage Limit: 10% in total-including seeurities-defined-insubsection-8:8:

Repurchase Agreements
The underlying collateral shall consist of U.S. government and/or GSE securities provided,
however, that:

8.6.1
8.6.2

8.6.3

8.6.4

8.6.5

All repurchase agreements must be governed by a written master repurchase agreement;
Agreements will be entered into only with respect to underlying securities in which the
investment manager may otherwise invest as described above, and only with a recognized
U.S. Government/broker or a bank which meets the requirements set out under paragraph
Section 8.3.1 or 8.3.2 above;

In the case of repurchase collateral held in book-entry form in the Federal Reserve System,
all deliveries of securities must be made, for the transfer thereof, through the Federal
Reserve book-entry system to the account designated by the investment manager for such
purpose. Securities held in certificated form must be delivered to the investment manager
or a custodian as directed by the investment manager.

Any collateral employed under this paragraph shall be counted towards the applicable
maximum limits set forth within these guidelines for such type of investment, and such
collateral shall be valued at market at not less than 103 percent of the maturity value of the
agreement and marked-to-the-market as requested by the investment manager.
Repurchase agreements shall be limited to a maximum maturity of 90 days from date of
purchase. No single issuer shall exceed 25% of the City's portfolio.

Registered Investment Companies (Money Market Funds)
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8.8

8.9

8.10

8.11

8.12

9.0

Money market funds shall not be permitted to invest in or hold securities other than those approved
in this Policy. No single fund shall exceed 50% of the City's portfolio. Money market funds shall
be rated AAAm by S&P, Aaa-mf by Moody’s or AAAmmf by Fitch Ratings. A current prospectus
must be obtained before investing in any money market fund, and current holdings reports must be
maintained at least each month.

Mortgage-Backed Securities

Mortgage-backed securities issued by the following: Government National Mortgage Association
(GNMA), Federal National Mortgage Association (FNMA) or Federal Home Loan Mortgage
Association (FHLMC). This sector shall not exceed 50% of the total portfolio.

Municipal Obligations

Taxable and tax-exempt securities issued by state and local governments and public authorities in
the United States. The maximum stated maturity of any investment in this sector shall be limited to
15 years at time of purchase. This sector shall not exceed 40% of the City's portfolio. No single
issuer shall exceed 5% of the City's portfolio. Issuers shall be rated at least BBB+ by S&P, Baal
by Moody's or BBB+ by Fitch Ratings, though the dollar-weighted average credit rating of the
securities invested pursuant to 8.4.5 must exceed the minimum rating at the time of purchase.
Rebalancing shall not be automatically required if the dollar-weighted average credit rating of the
securities invested pursuant to 8.4.5 fall below minimum rating.

State of Delaware Investment Pool

Delaware Local Government Investment Pool (DELGIP) (or equivalent): The investment in this
pool or its equivalent is permitted in relation to the City's cash flow and the guidelines set forth by
the State of Delaware. The investment in this pool will not exceed 75% of the total funds available
and will be monitored by the City's Finance Department on a monthly basis.

Trading Securities
The Finance Director is hereby authorized to sell securities prior to their stated maturity date in the
following circumstances:

1. A security with declining credit may be sold prior to its maturity to minimize loss of
principal;

2. A security swap may be executed if it would improve the quality, yield, or target duration
of the portfolio;

3. Securities may be sold to provide needed liquidity.

Internal Control on such transactions

8.12.1 An investment report will be made available to the Council on a quarterly basis.

8.12.2 All investment reporting documents will be provided to the independent auditors.

8.12.3 Investment records will be kept by the City for ten (10) years.

8.12.4 The trading shall not involve any hedge, derivatives and/or borrowing funds for trading
purposes.

Collateralization of City Deposits

If the City deposits funds in any financial institution, those funds will be subject to the following
collateralization requirements. The financial institution shall:
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10.0

11.0

9.1 Collateralize the City's daily ledger balance(s) if, for any quarter during the most recent

eight quarters the bank has not met both of the following two criteria:
e Return on total average assets of 0.50 percent or greater.
e Average capital ratio (total equity to total assets) of 5.00 percent or greater.

9.2 If either criterion in paragraph 8.1 is not satisfied collateral must be pledged and shall
consist of one or more of the following securities:

e U.S. Government securities

e U.S. Government agency securities

e Federal Home Loan Board letters of credit

e State of Delaware securities

e Securities of a political subdivision of the State of Delaware with a rating of
A3 or better by Moody's, A- or better by S&P or A- or better by Fitch Ratings.

9.3 Ensure that the securities pledged as collateral (except for Federal Home Loan Board letters
of credit) have a market value equal to or greater than 103 percent of the ledger balance(s)
in the account(s) marked to market each day.

9.4 Ensure that securities pledged as collateral are housed at the Federal Reserve Bank or a
mutually agreed upon third party depository. (The trust department of the winning vendor
will not be acceptable.)

9.5 Provide reports on a monthly basis to the City Finance Department detailing the collateral
pledged.

9.6 Provide a Call Report (Consolidated Report of Condition and Income, FFIEC 031) on a
quarterly basis to the City Finance Department.

Policy Considerations

If securities owned by the City are downgraded by either of the three major credit ratings agencies
to a level below the quality required by this Policy, it shall be the City's policy that the Finance
Director shall promptly notify City Council and recommend a course of action. If the City has
retained a professional investment advisor, in the event of a downgrade below the minimum credit
standards, the investment advisor shall promptly notify the Finance Director and recommend a
course of action.

Internal Controls
The Finance Director is responsible for establishing and maintaining an internal control structure
designed to ensure that the assets of the City are protected from loss, theft, or misuse. The Finance
Director shall also establish a process for an annual independent review by an external auditor to
assure compliance with policies and procedures. The internal controls shall address the following:

e Control of collusion

e Separation of transaction authority from accounting and recordkeeping

e Custodial safekeeping

e Prohibition of physical delivery securities

o (Clear, written delegation of authority to subordinate staff members

e  Written confirmation of transactions for investments and wire transfers
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12.0

13.0

14.0

Performance Standards

The City of Milford's investment decisions shall be made with the objective of obtaining a rate of
return commensurate with the investment risk constraints and the cash flow needs. On a quarterly
basis, the Finance Director shall compare the City's portfolio against a benchmark(s) that shall be
reflective of the actual securities being managed and risks undertaken, and the benchmark(s) shall
have a similar weighted average maturity and credit profile.

Reporting
At the end of each calendar quarter, the Finance Director will make available a report of all quarter-
ending investments to the Mayor and City Council. Reports shall include the following:
o Listing of individual securities held as of last day of reporting period, sorted by Sector
e Par, market, and amortized cost values of each security
e Coupon, current yield, and final stated maturity date of each security

Investment Policy Adoption

The City of Milford's investment policy will be adopted by the City Council after review and
recommendation of the Finance Committee. The policy will be reviewed at least once every year
by the Finance Committee, which is charged with considering the existing policy and any
recommendations to modify the policy. Any modifications to the policy must be approved by the
City Council.
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ATTACHMENT A
GLOSSARY

AGENCIES: Federal agency securities, otherwise known as "Government Sponsored Enterprises."

ASSET-BACKED SECURITY: A financial instrument collateralized by an underlying pool of assets —
usually ones that generate a cash flow from debt, such as loans, leases, credit card balances, and receivables.

CERTIFICATE OF DEPOSIT (CD): A time deposit with a specific maturity evidenced by a certificate.
Large denomination CD's are typically negotiable.

BANKERS ACCEPTANCE: A short-term credit investment which 1s created by a non-financial firm and
whose payment is guaranteed by a bank.

COLLATERAL: Securities, evidence of deposit or other property which a borrower pledges to secure
repayment of a loan. Also refers to securities pledged by a bank to secure deposits of public monies.

COMMERCIAL PAPER: An unsecured obligation issued by a corporation or bank to finance its short-
term credit needs. Maturities typically range from one (I) to 270 days.

COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR): The official annual report for the City
of Milford. It includes five combined statements for each individual fund and account group prepared in
conformity with GAAP. It also includes supporting schedules necessary to demonstrate compliance with
finance-related legal and contractual provisions, extensive introductory material, and a detailed Statistical
Section.

CORPORATE BONDS: A debt security issued by a corporation based in the United States of America.
Such bonds usually have a par value of $1,000, have a term maturity, and are traded on a major exchange.

DEALER: A dealer, as opposed to a broker, acts as a principal in all transactions, buying and selling for
his own account.

DIVERSIFICATION: Dividing investment funds among a variety of securities offering independent
returns, in an attempt to limit risk.

FEDERAL CREDIT AGENCIES: Agencies of the Federal government set up to supply credit to various
classes of institutions and individuals, e.g., S&L's, small business firms, students, farmers, farm
cooperatives, and exporters.

FEDERAL DEPOSIT INSURANCE CORPORATION (FDIC): A federal agency that
insures bank deposits, currently up to $250,000 per deposit.

FEDERAL FUNDS RATE: The rate of interest at which Fed funds are traded. This rate is currently pegged
by the Federal Reserve through open-market operations.
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FEDERAL HOME LOAN BANKS (FHLB): The institutions that regulate and lend to savings and loan
associations. The Federal Home Loan Banks play a role analogous to that played by the Federal Reserve
Banks vis-a-vis member commercial banks.

FEDERAL NATIONAL MORTGAGE ASSOCIATION (FNMA): FNMA, like GNMA was

chartered under the Federal National Mortgage Association Act in 1938. FNMA is a federal corporation
working under the auspices of the Department of Housing and Urban Development (HUD). It is the largest
single provider of residential mortgage funds in the United States. Fannie Mae, as the corporation is called,
is a private stockholder-owned corporation. The corporation's purchases include a variety of adjustable
mortgages and second loans, in addition to fixed-rate mortgages. FNMA's securities are also highly liquid
and are widely accepted.

FEDERAL RESERVE SYSTEM: The central bank of the United States created by Congress and
consisting of a seven-member Board of Governors in Washington, D.C., 12 regional banks and about 5,700
commercial banks that are members of the system.

GOVERNMENT NATIONAL MORTGAGE ASSOCIATION (GNMA or Ginnie Mae):

Securities influencing the volume of bank credit guaranteed by GNMA and issued by mortgage bankers,
commercial banks, savings and loan associations, and other institutions. Security holder is protected by full
faith and credit of the U.S. Government. Ginnie Mae securities are backed by the FHA, VA or FMHM
mortgages. The term "passthroughs" is often used to describe Ginnie Mae's.

LIQUIDITY: A liquid asset is one that can be converted easily and rapidly into cash without a substantial
loss of value. In the money market, a security is said to be liquid if the spread between bid and asked prices
is narrow and reasonable size can be done at those quotes.

LOCAL GOVERNMENT INVESTMENT POOL (LGIP): The aggregate of all funds from political
subdivisions that are placed in the custody of the State Treasurer for investment and reinvestment.

MARKET VALUE: The price at which a security is trading and could presumable be purchased or sold.
MATURITY: The date upon which the principal or stated value of an investment becomes due and payable.

MORTGAGE-BACKED SECURITIES (MBS): An investment instrument that represents ownership of,
and is backed by, an individual interest in a pool of mortgages such as those issued by Ginnie Mae or
Freddie Mac. Principal and interest from the individual mortgages is used to pay principal and interest on
the MBS.

MUNICIPAL NOTES AND BONDS: Securities issued by a state, city, or local government to finance
operations or special projects.

PRUDENT PERSON RULE: An investment standard. In some states the law requires that a fiduciary,
such as a trustee, may invest money only in a list of securities selected by the custody state--the so-called
legal list. In other states the trustee may invest in a security if it is one which would be bought by a prudent
person of discretion and intelligence who is seeking a reasonable income and preservation of capital.
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QUALIFIED PUBLIC DEPOSITORIES: A financial institution which does not claim exemption from
the payment of any sales or compensating use or ad valorem taxes under the laws of this state, which has
segregated for the benefit of the commission eligible collateral having a value of not less than its maximum
liability and which has been approved by the Public Deposit Protection Commission to hold public deposits.

RATE OF RETURN: A measure of worth, either at security or aggregate portfolio level, over a period of
time. There are many return conventions, including but not limited to yield to maturity at cost, yield to
maturity at market, yield to worst, time weighted total return, dollar weighted total return.

REPURCHASE AGREEMENT (RP OR REPO): A holder of securities sells these securities to an
investor with an agreement to repurchase them at a fixed price on a fixed date. The security "buyer" in
effect lends the "seller" money for the period of the agree-ment, and the terms of the agreement are
structured to compensate him for this. Dealers use RP extensively to finance their positions. Exception:
When the Fed is said to be doing RP, it is lending money, that is, increasing bank reserves.

REVERSE REPURCHASE AGREEMENT: The purchase of a security by a dealer with the agreement
to sell it back to the seller at a fixed price at a later date. Typically used by owners of securities to finance
short-term needs without having to liquidate the security.

SAFEKEEPING: A service to customers rendered by banks for a fee whereby securities and valuables of
all types and descriptions are held in the bank's vaults for protection.

TIME DEPOSITS: A savings account or CD held for a fixed term or with the understanding that the
customer can withdraw only by giving advanced notice.

TREASURY BILLS: A short-term (less than one year) non-interest-bearing discount security issued by
the U.S. Treasury department to finance the national debt. Most bills are issued to mature in three months,
six months, or one year.

TREASURY BOND: Long-term U.S. Treasury securities having initial maturities of more than 10 years.

TREASURY NOTES: A non-interest-bearing discount security issued by the U.S. Treasury to finance the
national debt. Most bills are issued to mature in three months, six months or one year.

UNIFORM NET CAPITAL RULE: Securities and Exchange Commission requirement that member
firms as well as nonmember broker-dealers in securities maintain a maximum ratio of indebtedness to liquid
capital of 15 to I: also called net capital rule and net capital ratio.

Indebtedness covers all money owed to a firm, including margin loans and commitments to purchase
securities, one reason new public issues are spread among members of underwriting syndicates. Liquid
capital includes cash and assets easily converted into cash.

VARIABLE RATE MASTER DEMAND NOTES: A floating rate security with initial maturities and

indexed rates chosen by the investor. The interest rate is adjusted periodically, usually off a standard such
as that prevailing on a Treasury Bill or the prime interest rate.
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YIELD: The rate of annual income return on an investment, expressed as a percentage.

INCOME YIELD is obtained by dividing the current dollar income by the current market price for the
security.

NET YIELD or YIELD TO MATURITY is the current income yield minus any premium above par or

plus any discount from par in purchase price, with the adjustment spread over the period from the date of
purchase to the date of maturity of the bond.
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City Council Resolution 2023-04
Adoption of Investment Policy Update



DELAWARE

RESOLUTION 2023 04

Adoption of the City of Milford Investment Policy Update

WHEREAS, it is the policy of the City of Milford to invest public funds under its control in a manner that will
provide the highest investment return consistent with the maximum safety of principal, while
meeting cash flow needs of the City; and

WHEREAS, the City investment program shall conform to all state and local statutes governing the investment
of public funds; and

WHEREAS, the City investment policy was most recently updated on November 8, 2023 by City Council
following the review and recommendation of the Finance Committee;

WHEREAS, the City Finance Committee or City Council will, no less than once a year, review the Investment
Policy for any required updates and amendments; and

WHEREAS, the efforts in 2022 and 2023 to identify an investment management firm to advise the City on the
investment policy resulted in this recommendation to update the City investment policy; and

WHEREAS, the City Council has determined that it is appropriate and necessary to update the "Investment Policy
for the City of Milford" to bring the policies in line with current financial practices, procedures, and
strategies of the City of Milford.

NOW THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF MILFORD, DELAWARE,
AS FOLLOWS:

Section 1:  The City Council hereby adopts and approves the Investment Policy as updated.
Section 2:  The City Manager is authorized to take action, provide guidance, and create procedures with the
input of the City Finance Director, to ensure the investment program authorized by this Resolution

is implemented pursuant to the guidelines set forth in the Investment Policy.

IN WITNESS WHEREOF, I have hereunto set my hand and caused the Official Seal of the City of Milford to be
affixed this 13t day of March 2023.

Acting City Clerk Katrina L White




THE CITY of

DELAWARE

RESOLUTION 2023-05
Adoption of the City of Milford Investment Policy Update

WHEREAS, it is the policy of the City of Milford to invest public funds under its control in a manner that will
provide the highest investment return consistent with the maximum safety of principal, while
meeting cash flow needs of the City; and

WHEREAS; the City Investment Program shall conform to all state and local statutes governing the investment
of public funds; and

WHEREAS, the City Investment Policy (investment policy) was last updated on March 13, 2023 by City Council
following the review and recommendation of the Finance Committee; and

WHEREAS; the City Finance Committee and/or City Council will, no less than once a year, review the
Investment Policy for any required updates and amendments; and

WHEREAS, the Investment Policy was most recently evaluated by Finance Staff and the City’s Advisors
PFM Asset Management; and

WHEREAS, simplification of the portfolio percentage limit of asset-backed securities was
recommended by eliminating unnecessary mortgage-backed securities language and
allowing the remaining context to remain; and

WHEREAS, the City Council agrees it is appropriate to update the 'Investment Policy for the City of Milford”
to ensure directness and clarity exists in relation to financial practices, procedures, and strategies
of the City of Milford.

NOW THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF MILFORD, DELAWARE,
AS FOLLOWS:

Sectionl:  The City Council hereby adopts and approves the Investment Policy as updated.
Section 2:  With input from the City Finance Director, the City Manager is authorized to act, provide guidance,
and create procedures to ensure the investment program authorized by this Resolution is

implemented pursuant to the guidelines set forth in the Investment Policy.

IN WITNESS WHEREOF, I have hereunto set my hand and caused the Official Seal of the City of Milford to be
affixed this 224 day of April 2024.

Mayor Arthur J. Campbell
Attest:

City Clerk Teresa K. Hudson
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City of Milford
Request for Proposal
Auditing Services

PUBLIC NOTICE IS HEREBY GIVEN that the City of Milford will accept Proposals from
consulting firms for the purpose of conducting Auditing Services until 3:30 PM local time on
March 1, 2024, at which time sealed proposals will be publicly opened and read.

Interested firms shall submit three (3) copies of their submittals to:
City Clerk’s Office
Attn: Terri Hudson
City Hall
201 S. Walnut Street
Milford, DE 19963

Envelopes shall be marked “RFP: AUDIT SERVICES”. Any submittals received after the stated
time will be returned unopened.

Following receipt of the proposals, the City Council will select the firm it deems most qualified to
address the needs and conditions of this project and whose proposal is most advantageous to the
City. The City reserves the right to request an interview prior to the selection of the firm. The
City reserves the right to award a contract/agreement that is in the best interest of the City and may
award to multiple firms or none. The award will be made by the City Council at a Council meeting
open to the public. The City Council may accept or reject any or all proposals or hold all proposals
for a period of ninety (90) days from the date of proposal opening prior to making a decision.

For a complete copy of the Request for Proposal, please see the City website at
www.cityofmilford.com.

Teresa K. Hudson, MMC
City Clerk
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City of Milford
Request for Proposal
Auditing Services

1. General Overview

The City of Milford, Delaware requests proposals from qualified certified public accounting firms
for the provision of auditing services for each of the three (3) fiscal years ending June 30,
2024, 2025 & 2026, with the potential for no greater than two (2) annual extensions of one year
each’.

The audit shall be performed in accordance with generally accepted auditing standards as set
forth by the American Institute of Certified Public Accountants, the standards applicable to
financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States, and Part 200-Uniform Administrative Requirements, Cost
Principles and Audit Requirements for Federal Awards (Uniform Guidance).

2. Background

The City of Milford is a full-service municipal government located in both Kent and Sussex
counties in the State of Delaware. The current population is estimated to be approximately
12,981. The City provides utilities (water, wastewater, solid waste collection, and electric), public
services (street maintenance, public works utility and tax billing), police protection, and
operates and maintains parks and recreation programming and facilities.

3. Scope of Services

A. The audit services provided shall be for the purpose of expressing an opinion on the City
of Milford’s basic financial statements taken as a whole, in accordance with generally
accepted auditing standards as set forth by the American Institute of Certified Public
Accountants, the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, and Uniform
Guidance.

B. Audit Services shall include examination of and reporting on the City’s internal control
structure, including recommendations on findings, if any.

C. Following the completion of the audit for the fiscal year financial statements, the auditor
shall issue:

a. A report on the fair presentation of the financial statements in conformity with
generally accepted accounting principles.

b. A report on compliance and internal control over financial reporting based on an
audit of the financial statements.

c. A report on compliance and internal control over compliance applicable to each
major federal program in accordance with Uniform Guidance if required.

d. The Schedule of Expenditures of Federal Awards and related auditor’s reports as
well as the reports on compliance and internal controls, if applicable.

D. In addition to the audit services described above, the City is requesting the following
additional assistance or services:

! Description of Auditing Services updated in connection with Addendum #1.
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City of Milford
Request for Proposal
Auditing Services

Development of all required communications by the auditor to those charged with
governance not enumerated in paragraph C
. Review and communication of current and pending guidance and standards issued
by the Governmental Accounting Standards Board (GASB)
i. Include sample calculations for current and pending standards
ii. Include template for footnote narrative requirements, if any
iii. Include samples from other public clients
Annual meeting with City Council to present the annual audit results and
Independent Auditors’ Report
. Development and communication of a detailed audit plan, including
1. An audit calendar for distribution to City of Milford management and staff,
including proposed dates for preliminary and final fieldwork dates
ii. A list of all schedules and documents to be prepared by City of Milford staff
no later than thirty calendar days prior to the first day of preliminary
fieldwork during the fiscal year being audited
iii. A list of all schedules and documents to be prepared by City of Milford staff
no later than thirty calendar days prior to June 30 of the fiscal year being
audited
Beyond the scope of the independent financial statement audit, prepare a review of
all content produced in support of the City’s Annual Comprehensive Financial
Report (ACFR) or equivalent annual reporting package and communicate any
inconsistencies or disagreements between audited and unaudited data, including,
but not limited to
i. Tables and schedules reported in Management’s Discussion & Analysis
ii. Tables and schedules reported in the Footnotes to the Financial Statements
iii. Tables and schedules reported in any Supplementary Data sections of the
ACFR or annual reporting package
The firm shall deliver one (1) high-resolution, word-searchable portable document
formatted (.pdf) document containing cover materials and graphics generated by
the City of Milford, the Independent Auditors’ Report, Management’s Discussion
and Analysis, all financial statements, and all related narratives and footnotes in the
ACFR or equivalent annual reporting package, along with one (1) loose, unbound
hard copy and twenty (20) professionally bound hard copies by the dates outlined
in Section 4, Audit Completion.
The firm shall deliver ten (10) copies of its report(s) on the internal control and
compliance in accordance with the audit guide and standards for compliance with
the Single Audit Act, as may be required.
The firm shall deliver a letter to City of Milford Management containing
appropriate suggestions for improvement of accounting procedures and internal
controls for the City’s consideration. This letter should contain comments and
recommendations for controlling any internal weaknesses discovered and shall be
discussed with appropriate personnel before finalizing.
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City of Milford
Request for Proposal
Auditing Services

4. Audit Completion

A.

Draft Report
The auditor shall transmit a draft audit report and discuss findings and recommendations
with the City Manager, Finance and Accounting staff and the Mayor or the Mayor’s
designated Council representative no later than three (3) months after June 30 of the fiscal
year being audited, or at a date mutually agreed upon between the firm and City
management.

Final Report

The auditor shall transmit a completed audit report to the City Manager and Finance
Director no later than two (2) weeks prior to the Council Presentation, or at a date mutually
agreed upon between the firm and City management.

Council Presentation
The auditor shall present the Final Audit Report to the Mayor and City Council no later
than five (5) months after June 30 the fiscal year being audited.

5. Major Funds

Below are the names of the City of Milford’s Major Funds, along with the operating budget
for each for FY 2023-24:

e General Fund: $ 16.5 million
e Water Fund: $ 4.0 million
e Sewer Fund: $ 6.9 million
e Solid Waste Fund: $ 1.7 million
e Electric Fund: $ 30.4 million

Additional information on the City’s Funds can be found at:
https://www.cityofmilford.com/26/Finance

6. Content and Format

A.

B.

A signed cover letter including an executive summary and statement of understanding.

License to Practice—The audit firm and all assigned key professional staff must be
certified public accountants and licensed to practice in the State of Delaware. If the firm is
the successful candidate, they will need to obtain a license to practice in the City of Milford
as well.

Project Team—Identify the key individuals from your firm and describe each person’s role
on the project team and include an organizational chart.

. Experience—Discuss the firm’s qualifications, experience, and history in performing

Auditing Services. Please provide additional detail to describe the delivery of any auditing
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City of Milford
Request for Proposal
Auditing Services

or consulting services to municipal, county or state governments or agencies operating
public utilities.

Please provide a list of three current or previous municipal clients as references, including
names, titles, affiliations, telephone numbers, and type of consulting work performed.

Please explain the data gathering and analysis method(s) to be used to accomplish the
requirements of this RFP.

Provide a description of how reports will be produced, communicated/transmitted, and the
type of any special software, etc. to be utilized in the performance of the agreement.

Approach—Include your approach in scoping and conducting the project. Include any
additional efforts that may be needed in order to ensure a successful project. Please make
note of any issues you think are critical to the success of the project.

Project Timetable—Submit a detailed timetable and work plan indicating tasks and time
needed to complete the scope of services, including commencement date and completion
date for the project. The successful firm must be prepared to undertake commencement of
the project immediately upon award of the contract.

Independence—The firm should provide an affirmative statement that is independent of
the entity as defined by generally accepted standards/the U.S. General Accounting Office’s
Government Auditing Standards.

Required Supplemental Documents:

1) Resumes of key personnel who will be working on the project

2) Cost Proposal (including administrative fees or surcharges)

3) A copy of the firm’s most recent peer review report, the related letter of comments, and
the firm’s response to the letter of comments. Additionally, a statement whether the
peer review included specific governmental engagements.

Selection Process and Evaluation Criteria

A.

The City of Milford is using a qualification-based selection process to comply with
Delaware Code and City of Milford procurement policies. This procedure provides for an
orderly process of solicitation of professional qualifications; evaluation and ranking of
qualifications; establishment of a ranked list of service providers; interview selected
service providers if required; and negotiation of the scope of services and fees.

Firms/individuals submitting proposals, references, and supplemental documents in
response to this RFP will be evaluated by the City of Milford based on the following:

1) Experience working with government organizations or similar projects

2) Relationships with prior clients, as demonstrated with listed references

3) Examples of previous work (i.e., relevant portfolio)
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City of Milford
Request for Proposal
Auditing Services

4) Ability to provide the project deliverables
5) Cost Proposal (including any administrative fees or surcharges)

a) The price presented in the cost proposal must be good for 90 days to give the City
enough time to review submissions. All responses to this RFP will be reviewed by
the City of Milford. Three firms/individuals will be selected for interviews. The
City reserves the right to reject all applications and discontinue the process if it
determines that such course of action is in the best interests of the City.

C. Scoring Procedure:

1) Each of the criteria outlined above will count towards an applicant’s score. If all things
are equal, the top two or three proposals that score the highest may be selected for
interviews. Interviews, if needed, will be done via teleconference. The scoring is
based on a total of 100 points. The weight of each component in the City’s overall
scoring matrix is outlined below:

a. 30 Points Experience working with similar government
organizations; experience with municipal public power
systems and other public utility systems preferred

b. 20 Points Relationships with clients, as demonstrated with
References

c. 25 Points Ability to meet the project deliverables and deadlines

d. 25 Points Cost Proposal

2) The City of Milford expects to evaluate proposals and provide written notification of
the short-listed firms within twenty-one (21) days of receipt of submittals. The City of
Milford will seek to negotiate a contract/agreement, a detailed scope of work, fee
schedule, etc. with the highest ranked firm.

3) Written questions about the project shall be directed to the City of Milford Finance
Department at Finance@milford-de.gov with a copy to Kevin Gaboriault at
KGaboriault@milford-de.gov by February 15, 2024. Responses to written questions
will be posted by February 23, 2024.

8. Insurance

A. As acondition of the contract, the awarded firm shall be required to provide proof that they
are fully licensed, bonded and insured with the following minimum coverages:

¢ General Liability, $1 million per occurrence, $3 million aggregate. City of Milford
shall be included as a Named Insured for on-going operations and completed
operations. The firm’s general liability insurance shall be primary and non-
contributory.

e Auto Liability, $1 million per occurrence. City of Milford shall be included as a
Named Insured.
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City of Milford
Request for Proposal
Auditing Services

e Workers Compensation, with Employers Liability limits of $1 million/$1
million/$1 million. Policy should include a Waiver of Subrogation.

e Professional Liability, $1 million per claim or per occurrence.
All insurance companies shall have an A.M. Best financial rating of A or better.

The selected firm shall provide an acceptable Certificate of Insurance to the City of Milford
consistent with these requirements on an annual basis prior to June 30 of the fiscal year
being audited.

9. Submittal Guidelines

A. All submittals must be received by 3:30 PM local time on March 1, 2024 to:
City Clerk’s Office
Attn: Terri Hudson
City Hall
201 S. Walnut Street
Milford, DE 19963

Envelopes shall be marked “RFP: AUDIT SERVICES”. Any submittals received after the
stated time will be returned unopened.

B. The City will not be liable for any costs incurred in the preparation and production of a
submittal, proposal, or any work performed to the execution of a contract. All submittals,
proposals and other materials will become the property of the City of Milford.

C. All communications with the City of Milford in the preparation of the RFP will be done
either in writing (letter or email) or via telephone/videoconferencing utilizing Microsoft
Teams. Face-to-face meetings will not be facilitated.

D. All information contained in this Request for Proposals and acceptable provisions of the
selected firm’s response will be made part of the executed agreement for services.

E. Upon request, the submitting firm shall submit additional information as requested by the
City of Milford.

F. The City reserves the right to waive any informalities or irregularities and/or reject all
proposals received as a result of this Request for Proposal; negotiate changes in the scope
of work or services to be provided; conduct investigations required to determine the
submitting firm’s performance record and ability to perform the assignments specified as
a part of this Request for Proposal; negotiate separately with any source in a manner
deemed to be in the best interest of the City.
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City of Milford
Request for Proposal
Auditing Services

G. If, through any cause, the contracted firm shall fail to fulfill in a timely and proper manner
its obligations under this agreement, or if the firm shall violate any covenants, terms, or
conditions of the agreement, then the City of Milford can cancel the contract without
prejudice by giving at least five (5) days prior written notice to the firm of such termination.
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City of Milford, DE
ADDENDUM #1
RFP for Audit Services Released January 12, 2023
January 26, 2024

1. The City of Milford would like to restate the first Paragraph on page 3 under “1. General Overview”
The paragraph should state:

“The City of Milford requests proposals from qualified certified public accounting firms for the
provision of auditing services for each of the three (3) fiscal years ended June 30, 2024, 2025 & 2026,
with the potential for no greater than two (2) annual extensions of one year each.”

p**PLEASE SEE REQUIRED ACKNOWLEDGEMENT ON THE FOLLOWING PAGE**
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2. Any bid received after stated closing time will be returned unopened. Ifbids are sent by mail to the purchasing
manager, the bidder shall be responsible for actual delivery of the bid to the purchasing manager before the
advertised date and hour for opening of bids. If mail is delayed either in the postal service or in the internal
mail system of the City beyond the date and hour set for the bid opening, bids thus delayed will not be
considered and will be returned unopened.

***THIS ADDENDUM MUST BE RETURNED WITH THE ORIGINAL BID ***

PLEASE COMPLETE THE INFORMATION BELOW:

SIGNATURE DATE

PRINTED NAME TITLE

COMPANY

MAILING ADDRESS

PHONE NUMBER FAX NUMBER E-MAIL ADDRESS
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City of Milford, DE
ADDENDUM #2
RFP for Audit Services Released January 12, 2023
January 26, 2024

Responses to the following questions received from interested firms are being provided to supplement the
original Request for Proposals.

1. Question: “Can you please clarify the year-end and if this is for a single or multi-year contract?”

Response: The City of Milford requests proposals from qualified certified public accounting firms for
the provision of auditing services for each of the three (3) fiscal years ended June 30, 2024, 2025 and
2026, with the potential for no greater than two (2) annual extensions of one year each.

2. Question: “When we responded to your bid for FY21-23, included were options for FY24 and FY25. Are
those options not being considered with the existing auditor who was the successful bidder in FY21?”

Response: Pursuant to Paragraph 7(B)(5) in the RFP, the City reserves the right to reject all
applications and discontinue the process if it determines that such course of action is in the best
interests of the City.

**PLEASE SEE REQUIRED ACKNOWLEDGEMENT ON THE FOLLOWING PAGE**
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3. Any bid received after stated closing time will be returned unopened. If bids are sent by mail to the purchasing
manager, the bidder shall be responsible for actual delivery of the bid to the purchasing manager before the
advertised date and hour for opening of bids. If mail is delayed either in the postal service or in the internal
mail system of the City beyond the date and hour set for the bid opening, bids thus delayed will not be
considered and will be returned unopened.

***THIS ADDENDUM MUST BE RETURNED WITH THE ORIGINAL BID ***

PLEASE COMPLETE THE INFORMATION BELOW:

SIGNATURE DATE

PRINTED NAME TITLE

COMPANY

MAILING ADDRESS

PHONE NUMBER FAX NUMBER E-MAIL ADDRESS
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City of Milford, DE
ADDENDUM #2
RFP for Audit Services Released January 12, 2023
January 26, 2024

Responses to the following questions received from interested firms are being provided to supplement the
original Request for Proposals.

1. Question: “Can you please clarify the year-end and if this is for a single or multi-year contract?”

Response: The City of Milford requests proposals from qualified certified public accounting firms for
the provision of auditing services for each of the three (3) fiscal years ended June 30, 2024, 2025 and
2026, with the potential for no greater than two (2) annual extensions of one year each.

2. Question: “When we responded to your bid for FY21-23, included were options for FY24 and FY25. Are
those options not being considered with the existing auditor who was the successful bidder in FY21?”

Response: Pursuant to Paragraph 7(B)(5) in the RFP, the City reserves the right to reject all
applications and discontinue the process if it determines that such course of action is in the best
interests of the City.

**PLEASE SEE REQUIRED ACKNOWLEDGEMENT ON THE FOLLOWING PAGE**
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3. Any bid received after stated closing time will be returned unopened. If bids are sent by mail to the purchasing
manager, the bidder shall be responsible for actual delivery of the bid to the purchasing manager before the
advertised date and hour for opening of bids. If mail is delayed either in the postal service or in the internal
mail system of the City beyond the date and hour set for the bid opening, bids thus delayed will not be
considered and will be returned unopened.

***THIS ADDENDUM MUST BE RETURNED WITH THE ORIGINAL BID ***

PLEASE COMPLETE THE INFORMATION BELOW:

SIGNATURE DATE

PRINTED NAME TITLE

COMPANY

MAILING ADDRESS

PHONE NUMBER FAX NUMBER E-MAIL ADDRESS
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FINANCE DEPARTMENT
10 SE Second Street
Milford, DE 19963

DELAWARE

PHONE 302.424.5140
FAX 302.424.5932

www.cityofmilford.com

To: Mayor and City Council
Finance and Audit Committee
From: Louis C. Vitola, Finance Director
Date: March 22, 2024
Re: Auditor Recommendation for Fiscal Year 2024
EXECUTIVE SUMMARY

The City of Milford’s Finance Department would like to make the following recommendation for the City’s
financial auditor for the fiscal years 2024 through 2026.

BACKGROUND

The Finance and Administration staff issued the RFP for Independent Audit Services for FY24-26 on January

12, 2024. On March 1, 2024, Lank, Johnson & Tull, CPA, LLC (LJT) and Barbacane Thornton & Company

(BT) each submitted viable proposals. In addition to the two proposals received, the City has the option for up

to two additional one year extensions with the current auditors, Zelenkofske Axelrod (ZA). Accountant Kevin
Gaboriault and I served on a two-member committee, with Accountant Sandra Peck standing by as a passive

scorer in the event of a tie. See proposals and scoring summaries.

SCORING

The scoring committee scored the following results:

Ref Abbrev

Exp: Like
Organizations

City of Milford, DE
RFP for Auditor Services - March 1, 2024 - Score Calculator

Description Max Score

Experience working with similar government
organizations; experience with municipal public power 30.00 18.00 29.00
distribution systems and other public utility systems

Relationships with prior clients, as demonstrated with

b. References ) 20.00 17.00 20.00
listed References

(o Abilities Ability to meet the project deliverables and deadlines 25.00 20.00 22.50

d. CostProposal Costproposal 25.00 7.00 25.00

Total 100.00 62.00 96.50
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FINANCE DEPARTMENT PHONE 302.424.5140
10 SE Second Street FAX 302.424.5932
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The scoring committee believes both firms could successfully perform the FY24-26 financial audits, however
differences in like organizations and cost proposal how lead BT to a significantly higher score. Both auditors
have experience in city financial audits, but BT only practices in government and other nonprofit/municipal
related services. BT also has experience with larger cities such as Salisbury, MD and similar fund structures as
Rehoboth Beach, DE. LJT provides a variety of services for government and for-profit clients. They perform
audits for the towns of Bridgeville, DE and Laurel, DE. Confirmed references for both auditors were
outstanding. Both firms have loyal and long-term clients.

The next significant difference was pricing. The chart below shows the cost proposals with ZA included. LJT’s
proposal is 49% greater than BTC’s.

Note ZA was not scored as it had been scored in the FY21 RFP process and our continued experience with ZA
would not make it comparable in the scoring process with the two new proposals.

RECOMMENDATION

While each of the three auditors could reliably perform the FY 2024 financial audit, additional factors in the
Finance Department have led the scoring committee to one recommendation. 1) During the last two years the
finance department has been challenged with turnover leading to additional training for new employees. 2) The
new ERP implementation over the past year and continued rollout has required additional training and
implementation hours. 3) The FY24 audit will be the first audit using the new ERP software. 4) FY23 needs
to be completed before FY24 begins. Also, first year auditors require additional work to learn the City’s
financial recording structure. While unexpected challenges are nothing new, the combination of these events
make it crucial that the City decide on the most efficient way to complete the FY24 audit. For those reasons,
staff recommend the City continue with ZA for the FY 24 financial audit.

This recommendation will be discussed by the Finance and Audit Committee with a recommendation to City
Council on April 22, 2024.
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