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(Proceedi ngs commencing at 9:32 a.m)
MS. PEREZ: Good norning. [|'m
Sue Perez, Deputy Treasurer. The Treasurer
w |l be here shortly.

"1l just get it started. W have a
very full agenda, so we'll junp right on it.

So let ne just read the opening.

The Massachusetts Open Meeting Law
permts neetings to be recorded and states
that the Chair shall inform attendees at the
begi nning of the neeting of any such
recor di ng.

So, accordingly, | aminform ng you
t hat Darl ene Coppol a, seated here to ny left,
is transcribing and al so recording this
nmeet i ng.

| f anyone else is in attendance today
recording the neeting, | would ask that you
identify yourself.

(Brief pause.)
M5. PEREZ: Ckay. Seeing no
one.

Al so, for the benefit of our

st enographer and for all those who are

www.EppleyCourtReporting.com 508-478-9795
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i stening, please identify yourself by nanme
when you are speaki ng, and pl ease speak
clearly and audi bly.

The PRI M Board has adopted the
provi sion of the Massachusetts Qpen Meeting
Law that permts renpte participation in
meetings by a nmenber if physical attendance
woul d be unreasonably difficult, as is the
case wth Denni s Naughton, who accordingly
wll participate in today's neeting renotely
by tel ephone.

And all votes in today's neeting w |
be taken by roll call

We ask those participating by phone
pl ease mute their |ine when not speaking in
order to elimnate any background noi se that
could potentially disrupt the neeting.

Wth that, | wll junp right into the
agenda.

The first itemis the approval of the
PRI M Board m nutes of the Novenber 14, 20109,
meet i ng.

Do we have a notion?

MR. BROUSSEAU: So noved.

www.EppleyCourtReporting.com 508-478-9795
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M5. FITCH  Second.

UNI DENTI FI ED SPEAKER: As it's a
consent, this is all five of those all at
once.

M5. PEREZ: Let the PRI M Board
approve the foll ow ng consent agenda itens as
descri bed in the expanded agenda: approval of
the PRIM Board m nutes of the Novenber 14,
2019, neeting; approval of the issuance of a
request for proposals for asset allocation
and/ or benchnar ki ng advi sory servi ces;
approval of an issuance of a request for
proposal s for public markets advi sory
services; approval of the issuance of a
request for proposals for general real estate
consul ting services, Tinberland consulting
services, and/or project consulting services;
and approval of the issuance of a request for
proposal s for gl obal custody services; and
further to authorize the executive director to
take all actions necessary to effectuate this
vot e.

MR. BROUSSEAU:. So noved.

M5. FITCH | second.

www.EppleyCourtReporting.com 508-478-9795
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M5. PEREZ: Roll call.

M5. MC GOLDRICK: | have to
state, for the mnutes, | wasn't here.

MR. TROTSKY: It's a roll call

Just call one by one.

MS. PEREZ: Peter?
MR. MONACO  Approve.
M5, PEREZ: Jin?

MR, HEARTY: Yes.

M5. PEREZ: Rut h?

M5. FITCH: Yes.

MS. PEREZ: Bob?

MR, BROUSSEAU. Yes.
MS. PEREZ: Paul ?

MR, SHANLEY: Yes.
MS. PEREZ: Denni s?
MR, NAUGHTON:  Yes.
MS. PEREZ: Theresa?
M5. MC GOLDRI CK: Yes, except

for the m nutes.
MS. PEREZ: All right. Any
opposed?
No. So the notion carries.

The next itemis going to be you.

www.EppleyCourtReporting.com 508-478-9795
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MR. TROTSKY: Yes. Thank you
very nmuch and wel cone back everybody.
We have a nunber of guests today that
| would |ike to acknow edge.
Dennis, I'mglad you nade the tine to
be with us today, and | hope to see you soon.
Al so --
MR. NAUGHTON: Thank you.
MR. TROTSKY: -- 1 think Pau
Todi sco nay be on the phone. Paul Todisco is
our Senior Client Services Oficer. And as
you know, he's out recovering froma
successful surgery. W expect himback wthin
a few weeks.
Paul , if you can hear ne, we w sh you
well, and we m ss you.
MR, TODI SCO. Thank you,
M chael. | can hear you. Thank you so nuch.
MR. TROTSKY: And | do want to
acknowl edge that the Treasurer gave sone
testinony regarding PRI M at the Ways and Means
hearing, was it --
TREASURER GOLDBERG  Yes.
MR. TROTSKY: -- this week and

www.EppleyCourtReporting.com 508-478-9795
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it was very favorable. | think she did a
great job, and it put us in a good |ight.

O her guests here today, John
GCsino is here from MIRS. He's the Assi stant
Executive D rector.

Thank you for com ng.

Chuck Kostro, Executive D rector for
Essex Regional is here.

Ni ck Favorito.

| saw you, Nick. Yes.

Nick is the Executive Director for the
Mass. State Enpl oyees Retirement System
Thank you for com ng.

Bill Keefe, Assistant Deputy Director
of PERAC i s here.

Thank you for com ng.

Patrick Brock, of course, from
Hampshire County and on the Adm n and Audit
Commttee as well as the Conp. Comm ttee.

And al so M chele Wiithamis here with
us.

Thank you for com ng, M chele.

She's on the Admin and Audit Committee

and also is the chair of the Conpensation

www.EppleyCourtReporting.com 508-478-9795
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Commi tt ee.

So thank you for com ng.

And one special guest that | want to
recogni ze, M chael Baryski.

M chael , where are you?

M chael is here froma brand-new
client that we all know, the MBTA.

So thank you very nuch for comng. A

brand-new client, we're really happy to have

you on Board. | hope you find today's neeting
usef ul .

So wwth that, I'll nove on to ny
comments. And | thought -- before we begin
today's agenda, | thought it would be

appropriate to comment quickly on the recent
mar ket weakness that's on the news and on
everyone's m nd.

Last week the S&P 500 was down 1.2
percent, | ast week.

And on Monday the sell-off continued
with a decline of nore than 3.3 percent, it's
bi ggest point decline in nore than two years.

That was conti nued yesterday. The

sell-of f continued again with anot her 3

www.EppleyCourtReporting.com 508-478-9795
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percent drop.

Bonds rallied and the ten-year
treasury sank to 1.3 percent. That's an
all-tinme low on the ten-year treasury.

Two weeks ago, for those of you who
were here at the I nvestnment Commttee neeting,
we acknow edged the positive sentinents in the
mar ket at that tine, as indices were reaching
new all -time highs.

And we highlighted two investnent
manager headl i nes which predicted and |"'|
quote, "a synchroni zed gl obal expansion,” and
anot her quote, "the end of the boom bust cycle
as we know it."

We tal ked about that, as you renenber,
and we highlighted those headlines with sone
heal t hy skepticismonly two weeks ago.

We di scussed whet her sone nodestly
i mprovi ng pockets of econom c data -- good

nor ni ng, Treasurer.

(Treasurer Col dberg arrives.)

TREASURER GOLDBERG.  Good

12
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nor ni ng.

MR. TROTSKY: W di scussed
whet her sone nodestly i nproving pockets of
econom ¢ data would be the | asting point
| eading to a strong and sustai ned worl dw de
econom c recovery.

More specifically, we noted a few

points that | wll repeat right now

Nunber one, we said that while sone

econom c i ndicators appeared to be

bottomng -- this is two weeks ago -- it was
up from very low |l evels, and there was not a | ot
of roomfor economes to absorb a | arge shock.

Two weeks ago we specifically

menti oned the possibility of the coronavirus
bei ng such a shock.

Nunmber two, we said that there was
still a lot of positive spin being applied to
econom c data rel eases.

|'ve given sone exanples of that.

For exanple, in 4, GDP growh, by sone
esti mates, was overstated by one-tine

adjustnent. The 4 GDP growth was quite

www.EppleyCourtReporting.com 508-478-9795
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strong.

Number three, we al so highlighted that
t he manufacturing data still renmained very
weak across the Board.

As we sit here today, |'m anmazed at
how qui ckly market sentinents can change and
how qui ckly the confidence of narket
partici pants can change, and |'ve been doi ng
this for nearly 30 years now.

Today the fear is about a gl obal
synchroni zed sl ow down, where two weeks ago it
was t he exact opposite.

| need to hold up what | showed you
| ast week. It was an econom c report that

said "synchroni zed gl obal expansion,"” two
weeks ago.

The coronavi rus has been spreadi ng.
Now t here are approxi mately 80, 000 cases
reported. Qbviously, in addition to the great
human tragedy it's causing, the virus wll at
| east have a tenporary negative inpact on
gl obal growh. But right now there is no way

to determine when it will be contai ned, how

nmnuch slow-down it will cause, and if econom es

www.EppleyCourtReporting.com 508-478-9795
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wll be able to wthstand the shock.

Two weeks ago we highlighted weak
manuf acturing trends that were | argely being
ignored or spun in a positive light. That
al so changed | ast week when the IHS Markit
measur e of manufacturing service sector
activity fell to the lowest level in six
years, confirm ng what we al ready knew two
weeks ago, that manufacturing sl owness
cont i nues.

So sentinments were sky-high going into
the I nvestnment Commttee neeting, and markets
were hitting record highs. Now sentinment is
obvi ously very |l ow, as you see in the past
coupl e of days and extrene volatility has
ret urned.

Today we'll be di scussing our annual
asset allocation work. And as you know, the
work resulted in a recommendation that was
approved unani nously in the I nvestnent
Committee to nake no changes to our asset
all ocation policy. | think that should be
reassuring to everybody.

| rem nd you that our asset allocation

www.EppleyCourtReporting.com 508-478-9795
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is a strategic allocation that is built for
the long term and we do not believe in
tactical, short-term asset allocation. W
have observed that nobody is consistently good
at it.

Mor eover, we're very pleased that our
carefully engineered PRIT Fund portfolio has
been performng very well in both up and down
mar ket s.

"1l review our strong perfornmance in
t he cal endar year 2019 in a nonent.

As you know, the PRIT Fund was up
16 1/ 2 percent, nore than 16 1/2 percent, in
what was a very strong year for the markets.
But when we take a | ook at the last five
years, the PRIT Fund perfornmed very well in
cal endar year 2017, which was anot her strong
year. Cal endar 2017, a 60/40 m x, was up 15.4
percent. And that PRIT Fund fared better and
was up 17.7 percent that year.

Simlarly, in 2016 markets were up
6 percent, and the PRIT Fund fared better. It
was up 8 percent that year.

Those were the perfornmance nunbers in

www.EppleyCourtReporting.com 508-478-9795
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the strongest |ast three years. Those were
the three strongest years in the last five.

But perhaps nore inportant -- and |
want to stress this -- is the PRIT Fund has
al so been outperformng i n down narkets.

I n 2015, cal endar 2015, for exanple,
mar kets were down nore than 1 percent, but
again the PRIT Fund fared better and was
actually up 1.1 percent that year.

I n cal endar 2018, as you know, a very
weak market, where 60/40 m x was down 5.5
percent, again the PRIT Fund fared better and
was down only 1.8 percent.

Strong performance in both up markets
and down markets is not an easy feat, and it's
exactly what we strive for here at PRIM

It's a strong indication that our
portfolio is balanced; it's risk controll ed;
and it performs strongly in all conditions.
That is the take-away that 1'd |ike to | eave
you with in these coments.

| hope you can take confort in this
hi ghly uncertain tinme and this volatile tine

that the PRIT Fund is carefully constructed,

www.EppleyCourtReporting.com 508-478-9795
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and we expect that it wll be able to continue
to performwell in both up markets and down
markets. That is what we're trying to do

her e.

No changes to the asset allocation m x

that you'll see today. You don't need to
approve it, really, because there are no
changes. But that neans that we are still very
confident in our current portfolio and in the
direction we're headi ng.

So we have a busy agenda today, twelve
voting items, including the consent agenda
that we just did. So I wll try to keep ny
comments nore brief that | did during the
committee neetings. A nore detail ed overview
is contained in the expanded agenda.

As we do each year, we present our
annual plans and our annual asset allocation
reconmendati ons, but first an organi zati onal
update, unless there are any questions on the
openi ng renmar ks about the narket.

| think Patrick Brock asked me on the
way i n whether we are doing anything in

reaction real tine to the nmarket activity, and

www.EppleyCourtReporting.com 508-478-9795
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the answer is no, except for nonthly

rebal anci ng, where we do nonthly rebal anci ng,
and we decided yesterday that since we're
overwei ght |long duration treasuries and | ong
duration treasuries are up so nuch, we'll be
sourci ng sonme needed cash fromthat asset
class, but that's just standard.

So on the organi zational update, |I'm
del i ghted to announce two new hires at PRI M
who are both here today. One started on
Monday and one started yesterday.

The first new enpl oyee, if you wll,
wll be very famliar to you all. [|I'mpleased
to announce that Alyssa Fiore, Alyssa --
there's Al yssa, has rejoined.

TREASURER GOLDBERG. | was goi ng
to say, Wiere did you cone fronf

MR. TROTSKY: She's rejoined the
PRI M private equity team reporting to M chael
Bail ey as an Investnent Oficer.

Alyssa originally joined the teamin
2016 as an i nvestnent anal yst and was pronoted
in 2018 to investnment officer. She was here

at PRRMfor approximately three years before

www.EppleyCourtReporting.com 508-478-9795
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| eaving to join JP Morgan.
Al yssa has a bachelor's degree in
finance and gl obal perspectives from Bentl ey

Uni versity and is a CFA charter hol der.

W' re delighted that you have deci ded

to cone back to us, and we | ook forward to
your excellent work. Many of us are very
famliar with you.

| also think it is an excell ent
i ndi cation that M ke Bailey, sitting next to
her, and actually the entire teamat PR M
handl ed her resignation at the tine wth
respect and understanding. And | don't think
there are any burned bridges.

We're glad to have you back.

And by the way, Alyssa is the second
person to | eave and then cone back to PRI M

You may renenber that our CFO Deb
Coulter behind ne at one tine left to join
Baupost, the investnent group here in Boston.

But thankfully, we got her back too.

And | believe -- there's laughter in
the room but | believe that these are things
to celebrate. | think we're doing sonething

20

www.EppleyCourtReporting.com 508-478-9795




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 N o 0~ W N B O

Minutes of the Board Meeting - February 26, 2020

21

ri ght when that happens.

So wel cone back.

Next |'m happy to announce that El eni
Kl enpner has joined PRIM as a real asset
I nvestnent Officer, and she'll be reporting to
Eric N erenberg. She nost recently worked at
the real estate capital markets group of Wells
Fargo Bank as a commercial real estate
underwiter. Prior to that, she was enpl oyed
by Sabl e Fi nancial G oup, Trenpnt Realty
Capital, and DG Capital.

And you'll like this, Treasurer, she
al so spent two years as an el enentary school
teacher in the Brookline public schools.

El eni graduated nagna cum | aude and
phi beta kappa with a BA in econom cs from
Ham | t on Col | ege, where she was al so captain of
the track and field team And she also holds
an MA in elenentary education from Boston
Uni versity.

Pl ease join ne in wel com ng these
excel l ent two new editions, one new and one

fam i ar. Wel cone.

www.EppleyCourtReporting.com 508-478-9795
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| n Decenber we announced two
pronotions. And, of course, that's an
extrenely satisfying thing to reward and
recogni ze talented staff nenbers. It's really
one of the best parts of ny job here at PRM
and |I''m happy to share the follow ng staff
pronoti ons.

First, Sara Coel ho.

Sara, are you here? Geat.

Sara was pronoted to Seni or Corporate
Accountant. She joined PRIM as a corporate
accountant in 2018 and qui ckly becane a
val uabl e nenber of that team where she has
taken a leading role in streamining the
quarterly close and annual budget processes.
Sara has taken on additional responsibilities
after the retirenent of Fi nance Manager Kat hy
Hodges and w |l soon be responsible for PRIMs
benefits adm nistration. Her role wll
continue to expand. Sara reports to Dan
Eckman, who is behind ne, who is our Director
of Fi nance and Adm ni strati on.

Then Maria Garrahan. Maria, who

you'll hear fromlater today, was pronoted to

www.EppleyCourtReporting.com 508-478-9795
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Seni or Investnent Oficer and director of
research. She joined PRIM as an I nvestnent

O ficer in 2018 and has desi gned a thorough
asset allocation framework, hel ped inplenment
PRIM s proprietary suite of analytics across
the entire organization, devel oped a data

i nfrastructure playbook, coll aborated on

proj ects such as senior housing research with
the real estate team and the public narkets
team She col |l aborated on m crocap equities
research, and she created the ESG pri ner,

whi ch was presented to the Board at the Board
retreat, and she continues to work on our ESG
efforts.

Maria and her team are responsi ble for
coordi nati ng i nvestnent research across all
asset classes to help drive innovation at
PRIM She'll be responsible for the buil d-out
of the PRIMresearch team and she w |
continue to report to Eric N erenberg, our
Chief Strategy Oficer, seated next to her.
The research teamreally is the third pillar

of the strategi es group, along wth Ri sk,

headed by Jay Leu, and PCS, Portfolio

www.EppleyCourtReporting.com 508-478-9795
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Conpl etion Strategies, headed by Bill Li,
seated next to Jay.

Pl ease join nme in congratul ati ng Sara
and Maria for their pronotions.

Two qui ck congratul ati ons, one due to
Sara Zatooni an, Sara on the Private Equity
team for passing the CFA Level 1 exam

In our Real Estate Commttee, Lydia
Chesni ck, who is not here, was recogni zed | ast
year as one of Connect CRE Wrnen i n Real
Estate honorees. She is on our Real Estate
Commttee, and that's a great honor.

As you may al ready know, | was honored
on Decenber 3rd with the Institutional
| nvest or Magazine's Lifetinme Achi evenent Award
at a cerenony at New York City. That was a
great honor for ne. And really, the entire
PRIM staff and commttee and Board nenbers
deserve nuch of the recognition. Your work
enabl ed that recognition.

It was recently pointed out to ne -- |
think by Bob -- that with nearly ten years as
Executive Director, I amnow t he | ongest

serving EDin PRIMs history.

www.EppleyCourtReporting.com 508-478-9795
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It's been a very rewardi ng experience,
but as | said before and I'lI|l say agai n today,
| feel like we're just getting started.

Al so, on a nore personal note, in
Decenber | was naned Governing Trustee on the
Dana- Far ber Cancer Institute's Board, and |
woul d |li ke to thank Treasurer CGol dberg for her
support and her endorsenent as | went through
Dana- Farber's screeni ng and sel ecti on process
last fall.

" mextrenely excited to give back to
an institution that is one of the world's
finest cancer centers, if not the very finest.
And as you know, the Dana-Farber is near and
dear to ne and ny famly, and | can't be nore
thrilled to join that Board.

Any questi ons on anyt hi ng

organi zati onal ?

The hiring continues. W'Il|l have nore

announcenents, | think, quite soon.

Turning to markets and PRI T Fund
per f or mance.

Cal endar 2019, which we reported in

this commttee cycle, was a very strong and
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surprising year

If you renmenber, at this tine | ast
year, we discussed chall enging and volatile
2018.

A 60/40 m x of stocks and bonds was
down 5.6 percent for the year in 2018. 1In the
fourth quarter of 2018, Decenber in
particular, was particularly disnal.

The PRIT Fund was down for the year in
2018 but much | ess, down 1.8 percent, 2.3 net
of fees for cal endar 2018. Again, conpared
wth a 60/40 m x, which was down 5.6 percent.

Last year at this neeting, we
hi ghl i ghted data that showed sl ow ng gl obal
growh and lots to fear.

We di scussed vulnerability in the
gl obal econony, including tariffs and trade
tensions with our trading partners, and we
di scussed political gridlock and in-fighting
i n our own governnent.

| ndeed, worl dwi de econom es did sl ow
dramatically last year. Sone even contracted.
Trade tensions, |ower material prices, weak

consuner demand, tight dollar liquidity, and
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political in-fighting continues unabated. And
despite our recognition of the om nous
forecast, just about everything we warned
about at this tine |ast year com ng true,
despite all that, cal endar 2019 was the second
strongest year in our ten-year history at
PRI M

The S&P up nore than 31 percent | ast
year. Devel oped international markets up 22
percent. And energing markets up 23 percent.

The PRIT Fund was up 16.6 percent in

cal endar year 2019. That's 16.1 percent net.
Qur second best performance in nore than ten
years.

What's even nore surprising, |ast year
bonds were al so very strong. And it is unusual
for both bond markets and equity narkets to
rise simultaneously. Usually, falling yields
i n the bond market indicate that investors are
fearful about the future.

Di versified bonds | ast year were up

9 percent, and | ong bonds were up 21 percent
| ast year as yields fell.

Today the ten-year treasury is
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yi el ding around 1.3 percent, nore than a full
percentage point lower than at this tine | ast
year, when it was around 2.6 percent. That's
hardly a beacon of hope about future
prospects.

So we're very grateful for such a
strong and unexpected cal endar 2019. The PRI T
Fund perforned so strongly even though we
didn't really anticipate such strong narkets
going into the year.

The perfornmance of 16.6 percent
grow h, 16.1 percent net, |ast year neans that
we added 11.1 billion to the pension fund,
whi ch now stands at 79 billion dollars.

And our performance over the | ast one,
three, five, and ten years is confortably
above our required rate of return, the
actuarial return of 7.25 percent. The
ten-year return, for exanple, net of fees is
8.6 percent.

And all of this, all of this strong
performance over the |ast ten years was
acconpl i shed whil e we have been strategically

and gradually | owering our global equities
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exposure during this ten-year market rally.

It's really reassuring that our
portfolio is perform ng so strongly
consi dering that we've noved equities from
nore than 50 percent down to bel ow 40 percent.

And per haps even nore inportant is
that | ast year's very wel coned, if unexpected,
strong perfornmance and perhaps the nbost recent
sell-off that we've seen in the | ast coupl e of
weeks real ly underscores the inportance and
validity of PRRMs core investnent beliefs,
which | think |I should repeat.

Nunber one, our core investnent belief
is that nobody can predict the future, so we
don't try.

Nobody can predict the stock narket,
so we don't try.

And as a result, after those,
remenber, we don't nmake any tactical asset
al |l ocati on deci sions or any investnent
deci si ons based on market or econom c
predictions. W just haven't seen any
evi dence that investors are consistently good

at it.
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| nstead we engi neer a strategic,
| ong-term asset all ocation policy that we hope
wll stand the test of tinme over a long tine
hori zon and over varied narket conditions.

Nunber four, we believe that any
i nvest nent nust be eval uated on three equally
i nportant paranmeters: return, risk, and cost.

We're nmani acally focused on that here
at PRRM Every investnent we make, we are
f ocused on those things, and we believe that
it is inconplete to eval uate any invest nent
i dea on anything less than all three.

And nunber five, we value a basis
poi nt of cost reduction nore than we val ue a
basis point of return. And why is that? It's
because you can count on the savi ngs every
year, year in, year out. They conpound. But
nobody ever really knows what the market wll
del i ver.

We nmentioned two weeks ago at the
| nvestnent Committee that we'll be watching
closely for nore confirm ng data to support
the very strong markets of 2019 and, in fact,

the early part of 2020.
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Qobviously, in the | ast two weeks we've
not seen such confirm ng data and maybe to the
contrary. Yet we continue to believe that the
PRIT Fund is appropriately positioned for the
uncertainties that |ie ahead.

"Il turn quickly to the markets in
PRI T Fund performance, but let ne put things
I n perspective.

Nunber one, since the world financi al
crisis, the S& 500 is up nore than 450
percent cunul atively in the last ten years.
It's been a huge run. So the nunmbers |I'm
about to tell you and the shock that we're al
feeling fromthe | ast two weeks, and the | ast
two days in particular, are really just a
bl i p.

For exanple, in February -- February's
been tough, but the S&P is down only by 2.9
percent. And for the year, the S& is only
down 2.9 percent.

And if you |l ook at a 60/40 m x of
stocks and bonds, you know bonds have been
strong. For the year the 60/40 m x is down

only 1 percent.
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So in the grand schenme of things, it's
just a blip.

Pl ease turn to Appendi x B, page 3,
"1l start on, and I'll review the PRI T Fund
per f or mance qui ckly.

Page 3 is a graph of the one quarter
endi ng Decenber 31st. And you can see on the
| eft energi ng markets, devel opi ng
international, and US equities were all
strong. Long-duration treasuries were weaker
as yields rose. But | will say that that's
reversed, as long-duration treasuries are now
up 16 percent for the year; whereas, just at
the end of |last year, they were trailing. So
things are very vol atile.

The PRIT Fund is up 4.6 percent.
That's slightly underperfornmed, the 60/40 m x.
And that's due to the fact that PE -- and it's
a very rare occurrence that private equity
slightly underperforned public equities, and
that's why.

PRIM had -- if you | ook on the right,
you can see that Tinberland was down 2.2

percent. |'ll just say a word about that.
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We did tal k about that in nore detail
at the Real Estate Commttee, but PRI M had an
apprai sal wite-down on the Pacific Northwest
Ti nber| and parcels on | ower price
expectations. And those |lower price
expectations were prinmarily a result of
tariffs and | owered Chinese orders, and that
gets reflected out over a long period of tine.

The next page, you can see the
one-year end of Decenber 31st. For the year,
you can see that it was a great year for
equities, US equities |eading the way.
Long-duration treasuries al so very strong as
yields fell. Very unusual. Everything was up
across the Board.

The PRIT Fund was up 16. 6 percent,
trailing the 60/40 m x mai nly because of PE,
private equity, l|lagging public markets. A
very unusual vyear.

Next page, you can see a |onger tine
hori zon. You can see one-, three-, five-, and
ten-year history.

First, for the year, 16.6 percent

gross gain equates to a 16.1 percent net gain,
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essentially, inline wth the benchnark.
Assets stood at 79.1 billion.
| nentioned that that's an i nvestnent
gain of $11.1 billion. 1've also nentioned to
various constituents, that 11.1 billion is
nearly a quarter of the entire state budget.
That's a big additive thing for this state.

Nunber three, net outflows to pay

benefits were 1.3 billion for the year. W do
pay pension benefits out of this pool of
assets. $1.3 billion is about the average
anount we pay on a yearly basis.

You can see that three-, five-, and
ten-year nunbers very strong and above
benchmar k, and, nost inportant, above the
actuarial rate of return or required rate of
return, even the ten-year nunber at 9 percent.

And I'll end on page 6 because you'll
be hearing nore fromeach asset cl ass about
their performance. But you can see gl oba
equities led the way, followed by private
equity and core fixed inconme. Very unusual
for core fixed incone and equities to be up so

strong in the sane year. And, again,

34

www.EppleyCourtReporting.com 508-478-9795




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

Minutes of the Board Meeting - February 26, 2020

35

everyt hing positive.

It was a great year. ' mvery
t hankful for it. And, again, each asset class
wll gointo alittle nore detail.

Those are ny comments. |'Ill take any
questi ons.

We do have a busy agenda. But rest
assured, we have a lot of confidence in this
portfolio being positioned appropriately for
what |ies ahead.

MR. BROUSSEAU:. M chael,
Ti mber| and and probably Tim can answer that.

Qur holdings in Australia, are they --
are they still subject to these tariffs? |
don't know if they started harvesting this
wood yet. Probably not. | don't know.

If it goes from Australia to China,
whi ch has been a |l arge inporter, especially of
Anerican -- of hard woods, do these tariffs
kick in even though they're comng froma
foreign country?

And, also, | guess we were pretty much
spared the wildfires down there.

MR. SCHLI TZER: So the first
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question, | think, our view, naybe up until
recently, is that Australia and New Zeal and
has probably benefited, frankly, fromthe
tariffs on Pacific Northwest tinber. That's
just a different source of supply to that
mar ket .

But, obviously, there are other things
goi ng on, the coronavirus being the nost
recent, which has inpacted the entire narket.

Rel ated to the wildfires, yes, | would
say that we were spared nore or less. There's
still another nonth left in fire season -- the
fire season over there. So we're certainly
not out of the woods. But the existing fires
that were publicized, | think we're sort of at
t he back end of those and thinking nore about
sal vage and replanting at this point.

MR. BROUSSEAU:. So the wood
going, let's say, to China from Australi a,
woul d be subject to the tariffs?

MR SCHLI TZER No. It would
not, no.

MR, BROUSSEAU. So that's the

good poi nt about having these foreign

36
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hol di ngs, when you | ook at Pacific Northwest
as being subjected to the tariffs.
MR SCHLI TZER Ri ght . It's a
di versification benefit, | guess.
MR, TROTSKY: Apparently, we're
havi ng an audi o probl em
Dave Giswold will be redialing. So

let's just give hima second to do that.

(Brief pause.)

MR. TROTSKY: [|I'msorry that we

dropped you off. | hope you can hear us now.

(Brief pause.)

MR, TROTSKY: | guess we shoul d
still do roll call, just in case he joins us
agai n.

MR. NAUGHTON: | can hear you
NOw.

Thank you.

TREASURER GOLDBERG.  So we

are -- you're done?
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MR. TROTSKY: No, | need to say
a coupl e of words on annual pl ans.

As you know, one of the duties in the
charter is that | approve divisional business
pl ans, as appropri ate.

And as we do each year, each senior
staff nmenber and each asset cl ass head
prepares an annual plan for 2020.

We are presenting a sunmmary of those
pl ans in Appendi x D and al so on page 10
t hrough 12 of your expanded agenda.

| would invite you all to review
Appendi x B in the com ng days and contact ne
w th your feedback and comments so that the
pl ans may be revised as appropriate. Once
your comments have been coll ected and
i ncorporated into the plans, they wll be
finalized.

We have simlarly requested feedback
fromall current conmm ttee nenbers.

Essentially, the plans are very
consistent with last year's plans. | don't
think you will find anything off the beaten

pat h.
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TREASURER GOLDBERG  Any
questions or conmments on that?
Ckay. So beginning with Eric and his
team Maria Garrahan and Eric N erenberg.
MR. Ni erenberg: Good norning,
everyone.
As can be seen fromthe size of the
agenda, this has been a very busy period, so

"1l keep ny comrents very brief.

But |I'm proud of the team we' ve built.
You' Il be hearing today first from Maria and
then Jay and then Bill. It wll be alittle

bit of nusical chairs going on.

We al so had an update at the
| nvestnent Conmittee that Matt Liposky had
prepared about Project Save. W' re not going
to go through that today. But if you have
questions about that, we're happy to answer
t hose as wel | .

And we're, of course, pleased to have
El eni joining our team

We continue to expand and work on a
| ot of interesting projects.

What you'll be hearing about today,
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fromstrategy at | east, covers asset

al l ocation, which Maria wll take you through;
benchmar ki ng recomendati ons, which is Jay
Leu; and then an innovative co-investnent
program along with proposals to invest in
several new managers for hedge funds in rea
assets, which Bill Li wll be tal king about.

The team col | aborates cl osely, and
you'll see firsthand evidence in the
presentations as we're referring to work that
other pillars of strategy are working on.

Wth that, unless there's any
questions on high-level strategy, Bill wll
take you through the performance of PCS in a
little bit, but unless there's any questions
or comments about the overall strategy group,
"Il turn it over to Maria to take you through
asset allocation.

M5. GARRAHAN. |'m here today to
present the asset allocation priner.

We di scussed this new net hodol ogy | ast
year.

It redefines our objective function to

tailor the approach to | ook at the probability
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of achi eving our dual objective.

VWhat M chael alluded to earlier is
this year's results in his presentation of
al l ocation 2020 are that we will not be
recommendi ng any changes to the asset cl ass
ranges.

Just a rem nder, our process is
strategic in nature, which neans we don't do
tactical asset allocation here at PRIM

The reason for this is our long-term
m ndset and our portfolio conposition for
years, given the mx of illiquid assets,
doesn't necessarily make sense to do tacti cal
asset allocation.

For years PRI M has been managi ng our
asset allocation within the recomended
ranges.

Pl ease turn to Appendi x E, page 2.

As you can see here, this is PRRMs
current approved asset allocation ranges.

The m ddle colum -- here is denoted
as actual weight, which neans the actual
exposure as of the m ddl e of January.

For exanple, equity is 10.9 percent,
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whi ch was an actual exposure that we had for
private equity in the mddle of January.

Qur research findings continue to show
that private equity and real estate are still
attractive asset cl asses.

The great news about this is that
there's plenty of head roomw thin those asset
cl asses.

As | nentioned earlier, 10.9 percent
for the actual exposure in private equity, but
the range is 10 percent to 16 percent.

Last year we did a deep dive with the
Real Estate team where we | ooked into public
versus private real estate and how that coul d
be beneficial to the portfolio.

W did the sanme, simlar collaborative
exercise this year with the D rector of
Portfolio Conpletion Strategies, Bill Li, to
further refine hedge funds. He is going to be
di scussing this in nore detail during his
presentation | ater today.

So on page 3, this is just a rem nder
of this dual objective that we created and

di scussed | ast year.
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And so the key of what makes us so
special at PRRMis that we have this two-sided
appr oach.

We have this return objective that is
the probability of achieving a 7.25 percent
annual i zed return across the next ten years.
And then the other side of this objective is
this neasure of downsi de protection, which
we' ve defi ned as achi eving no drawdown greater
than 20 percent within the next three years.

Qur whol e asset all ocati on approach
| ooks at the nutrients wthin our portfolio,
as we discussed |ast year, and it nodel s that
behavi or of the nutrients and ties that back
to this probability of the dual objective
her e.

So with that, we can nove to page 9,
the asset allocation recomendati on, which is
t he sane recommendati on as | ast year.

| believe we may be taking a vote just
to reaffirmthis.

And, yes, that's it.

So I'll open it up for any questi ons.

It's very short and sweet this year.
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TREASURER GOLDBERG  So why
don't | seek a notion and a second, and then
we can open it up for any questions.

MR. BROUSSEAU:. So noved.

M5. FITCH  Second.

TREASURER GOLDBERG | woul d
seek a notion that the PRI M Board approve the
| nvest nent Conmittee's reconmendati on to adopt
t he 2020 asset allocation as described in
Appendi ces E and F of the expanded agenda and
further authorize the Executive Director to
take all action necessary to effectuate this
vot e.

This is -- is there a notion?

MR. BROUSSEAU:. So noved.

M5. FITCH  Second.

TREASURER GOLDBERG This is a
roll call vote.

Bob?

MR, BROUSSEAU:. Yes.

TREASURER GOLDBERG Paul ?

MR, SHANLEY: Yes.

TREASURER GOLDBERG.  Teresa?

Only Board nenbers of the PRI M Board
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can vote on this. I'msorry, Mchelle.
Ter esa?
M5. MC GOLDRI CK:  Yes.
TREASURER GOLDBERG Pet er ?
MR. MONACO  Approve.
TREASURER GOLDBERG  Ji nf?
MR HEARTY: Yes.
TREASURER GOLDBERG El |l en?
M5. FITCH: Yes.
TREASURER GOLDBERG Me, vyes.
Denni s?
MR, NAUGHTON: Yes.
TREASURER GOLDBERG  Thank you.
The notion carri es.
Any -- oh, we didn't have discussion.
Any questi ons?
Sorry about that.
Are there any questions that we didn't
have?
| think it's pretty straightforward.
It was so straightforward that | forgot to ask
for questions. Al right then.
Thank you, Maria. You were so

perfect, | felt like there was nothing to

45
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questi on.
Jay, benchmar ki ng.

MR. LEU. Benchmar ki ng
di scussion in Appendi x G

Many of you were at the
| nvest nent Conmittee neeting for the benchmark
di scussion where the commttee voted to nove
the asset class weighting scheme of the total
PRIT Fund benchmark fromthe current fixed
asset weight schene to a floating asset weight
or an actual wei ght schene.

|'mgoing to provide a summary of the
key factors of that discussion, but I'monly
going to go through three of the el even
sli des.

So | guess, first go to Slide 3.

"Il frame it. Currently, we have a
fi xed wei ght asset class wei ghting schene for
the total PRI T Fund benchnar k.

So, for exanple, if our target range
for global equity is 34 to 44 percent, the
current benchmark uses the fixed m dpoint of
39 percent as the asset wei ght and applies

that asset weight to the equity asset cl ass

46
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I ndex.

A floating weight index would use the
actual portfolio weight each nmonth. So if the
portfolio weight in global equity was 41
percent, that weight would be applied to the
asset cl ass i ndex.

So a fixed wei ght benchmark uses the
m dpoi nt of the range.

The fl oati ng wei ght woul d use act ual
portfolio weights.

I n conparing the fixed and floating
wei ghts, | | ooked at what was nost appropriate
for PRIM s specific circunstances, and I
focused on three main lenses: the illiquid
asset class chall enges, the asset allocation
approach at PRIM and tradi ng turnover and
transacti on costs.

So on Slide 3, first thinking about
illiquid asset classes such as private equity
and real estate, sone of the chall enges. So
managi ng to a fixed weight may incentivize
subopti mal manager sel ecti on.

So what does that nean? |If private

equity is at 12 percent versus a 13 percent
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m dpoi nt of the range, M chael Bailey and his
team m ght be incentivized to pick an average
or even bel ow average nmanager to top off to
that 13 percent weight. So it incentivizes
subopti mal manager sel ection, nanaging to a
fixed wei ght.

Furthernore, and nore inportantly,
managi ng to a fixed weight in illiquid asset
classes is infeasible, not just suboptinmal.
You cannot put npney in and take noney out at
a nonent's notice. You can't invest in a
private equity deal or buy a building at a
nonent's notice. There is no passive
alternative. There is no private equity
deri vati ve.

So managing to a fixed weight with
illiquid asset classes is suboptinal and

i nf easi bl e.

The second | ens: The asset all ocati on

approach at PRRM PRI M s asset allocation
approach, as M chael and Maria have said, is
strategic, not tactical, not |ooking to
predi ct short-term noves.

The corollary of this is M chael
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Trot sky charges the PRIM staff to focus on
manager selection, that is, picking the best
managers. Not trying to pick short-term asset
cl ass noves.

Second, and nore inportant for the
benchmar k di scussi on, the Board and we use
target ranges. W don't use a target point.
We're focused on a range to give flexibility
and address the issues of illiquid asset
cl asses.

And furthernore, any actual weighting
wthin the range is acceptable. |If the range
is 34 to 44 and we're at 42 percent, we're not
overwei ght equity. W are not 3 percent
overweight. W are at the upper end of the
range. That is acceptable.

Any weight within the range has
simlar risk and return characteristics for
our | ong-term objective.

So the fixed weight benchmark, given
our asset allocation approach that we use,
causes a m sali gnnent between a range on the
one hand and a benchmark with a fixed m dpoi nt

on the ot her hand.
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And then the third lens is trading
turnover, managing to a md-point. Even if we
didn't have illiquid asset classes, if it was
just public equity and fixed incone, that wll
gener ate hi gher trading and turnover to react
to market noves, and that wll lead to greater
transacti on costs.

| estimated that there would be in a
study separately 6 1/2 percent nore turnover,
addi ng 2 basis points cost per year at the
PRI T Fund | evel going back and forth managi ng
t hose mar ket noves.

So that's the illiquid class
chal | enges, asset all ocation approach, and
then the trading turnover.

The next thing | wanted to tal k about
is just, skipping to Slide 9 in the book, is
to tal k about noise. And I'll just tal k about
this briefly.

So currently, we have a fixed wei ght
benchmar k.

The portfolio weights will deviate
fromthe m dpoint, as we discussed, either by

the chall enges of illiquid asset classes or by
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rel ati ve market noves.

When the portfolios deviate fromthat
m dpoi nt, that creates noise. And M chael
Trotsky has referred to that noise as the
actual versus benchnark devi ation effect.

So on Slide 9 here, you can see the
performance of the PRIT Fund relative to the
benchmark split into two pieces: the actua
versus benchmark deviation effect, or call it
noi se, and then nmanager sel ection effect,
pi cki ng good nmanagers.

So | ooking at the first columm, you
can see the noise. Sone years, it's hel ped.
Sone years, it's hurt. It cost 51 basis
points in fiscal year 20109.

And over the entire seven-year peri od,
there's been a slight net benefit of 4 basis
poi nts annual i zed.

The volatility of that or standard
devi ation of that noise is 31 basis points.

So you have sonething that is noisy,
netting to close to zero, slight positive over
that entire seven-year peri od.

And then in the second colum, as an
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asi de, you see the manager sel ection over the
seven-year period of 78 basis points. And
this is really a proof statenent of what

M chael Trotsky espouses. You don't seek to
predi ct markets. Focus on picking good
managers, and that's what PRI M s done, adding
78 basi s points for manager sel ection.

So now if we nove to Slide 11, with
t he recommendati on. The recommendation is to
change the benchmark wei ght fromthe m dpoint
of the range that we currently have to the
actual asset class weight, portfolio weight in
the total PRI T Fund benchmark.

And you can see the inplications and
benefits. It addresses the chall enges of
illiquid investing: reducing turnover and
transacti on costs, consistent with PRIM s
asset allocation approach; and focus on
ranges, not fixed points. It focuses PRIMs
staf f on manager sel ecti on.

And the performance won't be hurt or

hel ped by the drift within the ranges. It
w |l take the noise out.
And PRRMw Il continue to nanage
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wthin those bands. It won't change our
managenent w thin the bands.

So with that...

TREASURER GOLDBERG  This tine
| " m going to be much better behaved.

I'"mgoing to seek a notion. |'m going
to seek a second. Then | amgoing to open it
up for questions.

So | would seek a notion that the PRI M
Board approve the Investnent Conmmittee
recomendati on to approve the PRI T Fund
benchmar k reconmendati on as described in
Appendi ces G and H on the expanded agenda, and
further to authorize the Executive Director to
take all actions necessary to effectuate the
vot e.

Is there a notion?

MR. SHANLEY: So noved.

MR. BROUSSEAU:. Second.

TREASURER GOLDBERG Now
questions or comments on this?

MR, BROUSSEAU: Just a comment
to M chael.

Is this -- we're doing this to correct
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the problemthat we had | ast year. Renenber
when t he asset and benchmar ks were out of
sync? You reported on it in your annual
sel f-eval uati on

MR. TROTSKY: It would help --
it would hel p take the noi se out, yes.

Sonetinmes it helps. Sonetines it

hurts.

Over the long term it's hel ped very
nodestly. Last year it did hurt. 1It's just
noi se.

MR LEU. It renoves the noise.
The net has been very snmall.

TREASURER GOLDBERG  Any ot her
questi ons?

Ckay. We have a notion. W have a

second.

MR, BROUSSEAU:. Yes.

TREASURER GOLDBERG Paul ?

MR, SHANLEY: Yes.

TREASURER GOLDBERG.  Teresa?

M5. MC GOLDRI CK:  Yes.

TREASURER GOLDBERG Pet er ?

MR, MONACO  Yes.
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TREASURER GOLDBERG  Ji nf

MR HEARTY: Yes.

TREASURER GOLDBERG Ell en?

M5. FITCH: Yes.

TREASURER GOLDBERG Denni s?

MR, NAUGHTON:  Yes.

TREASURER GOLDBERG  And nysel f,
yes.

Thank you. That's unani nobus, so it
passes.
Bill Li.

MR. LlI: Good norning,
everybody. M nane is Bill Li. For the
stenographer, ny last nane is L-i.

So a very quick update on perfornance
first.

For the entire PCS portfolio, it was a
steady quarter in Q4. The performance was 1.4
percent. That was out performance of 9 basis
poi nts.

For the direct hedge funds, which is
roughly 80 percent of PCS portfolio, the
return nunmber was 1.6 percent. That was

out performance of 44 basis points.
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And | would like to highlight that, on
a risk-adjusted basis, the direct hedge fund
portfolio continues to outperformboth US
equities and bonds with a negligi bl e nmarket
exposure. And we're pretty content with such
a perfornmance profile, especially on the
ri sk-adj usted basis.

Movi ng on to hedge fund conposition.
As Maria Garrahan nentioned, that up until
now, the teanmis work has been focused on
sour ci ng stabl e-val ue type of hedge funds.
They are | owbeta and |l owrisk profile in
nature, acting as a risk buffer for the entire
PRI T portfolio.

However, there's another canp of hedge
funds. Those are noderate in beta, high
al pha, and a slightly nore elevated volatility
profile.

The team has intentionally limted
exposure to that subuniverse so far.

And in this year's asset allocation
exercise, Maria's teamtested both
subuni verses of hedge funds, just as they have

tested the subcategories of real estate | ast
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year .

The conclusion is that, in spite of
di recti onal hedge funds el evated volatility,

t he high al pha potentially is additive to the
overall PRI T Fund.

So wth that in mnd, going forward
starting this year, we will also pay attention
to the directional type of funds. |It's worth
noting that this doesn't nean that we're going
to have nore allocation to the hedge fund
bucket, just that we are trying to be nore
m ndful, and we think it's better going
forward to communi cate how stabl e val ue hedge
funds perform versus other directional,
bet a- sensiti ve subuni verse.

Moving on if we don't have questions
on hedge fund here.

MR, TROTSKY: Just a comment,
t hi nk Paul Todi sco, Francisco, and | have been
tal ki ng about availability of the those hedge
funds to clients. And I know, for exanple,
t he MBTA i s buying hedge funds from us.
Those will be, as far as we can tell,

a part of the avail able investnents for you.
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They'll be rolled into your hedge fund
i nvestnents, which I think will be a very
posi tive thing.

MR LI: Thank you for
mentioning that, M chael.

Movi ng on to update on the enhanced
equity program

A4 was anot her exuberant period for
S&P 500. For the quarter, the put spread
collar strategy's 6 percent return was a good
nunber by itself. However, it underperforned
t he benchmark by 120 bi ps.

W would like to point out that the
relati ve nunber didn't pick out the programs
ri sk benefit. For instance, an uncertain
envi ronnent |ike January or year-to-date, the
enhanced equity program had seen significant
out perfornmance versus the S&P, as well as the
benchmark. That's the risk benefit we have
underwitten to, and we are pretty satisfied
Wit h.

Wth that, we're happy to take any
questi ons.

TREASURER GOLDBERG  Any
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questions on the perfornmance?

Do you want to nobve on to the progranf

MR LI: Yes, please.

MR. TROTSKY: Well, | just want
to -- | think I've seen the recent perfornance
of the put spread collar through this
volatility, and it's perfornmed quite well

MR LlI: Yes. W can give you
the flavor of the performance. 1t's not
finalized. It's an estimate.

So in January that nunber was
finalized. The programdelivered 90-pl us
basis points positive return versus S&P s
return was slightly negati ve.

And year-to-date as of end of day
Monday -- renenber, Monday was negative 3. So
as of Monday, year-to-date outperformance was
145 basi s points.

MR. TROTSKY: A percent and a
half. So it's designed for these kind of
tinmes.

MR LI: Yes. |It's just an
esti mat e.

And we'll take the nunbers back to
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you.

MR, TROTSKY: Right.

TREASURER GOLDBERG  Ckay. The
co-i nvest nent programreconmendati on. Wy
don't you present, then we'll do a notion, and
t hen any questions after that.

MR. LlI: Thank you.

For the co-invest recommendati on, |'m
joined by ny coll eague Chuck LaPosta who is
t he Senior Investnent O ficer of fixed inconme
in our Public Market team

Co-i1 nvest nent conceptually offers
significantly |l ower fees and potentially
hi gher returns.

Back in 2014 PRIMs private equity
team structured co-invest guidelines for you
to vote on. And follow ng the vote, the team
has begun to inplenent a snooth process, and
so far we have realized a pretty good return
on that part of the portfolio.

So today's recommendation is really a
nat ural extension of the PE co-invest program

|'"d like to point out that the nanager

rel ati onshi ps are already in place.
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As you know, since years ago, PRI M
portfolio conpletion strategies, as well as
OCO, other credit opportunities have
structured nore than 16 nmmj or partnerships
w t h hedge funds and public shops.

We have quantified the ideas managers
have brought to us and upsized in the PRIM
account. And we found that the performance of
t he proposed upsized i deas has been noticeably
hi gher .

&oing forward, we're hoping that with
the | ower cost structure, we can further
augnent the benefit of upsizing best ideas for
PRI M s accounts.

If you could turn to the page --
Appendi x |, page 5 of Appendix I.

This table lists out the major
separ ate account partnershi ps we have al ready
in place. But the co-invest franmework wl|
not apply to all of them instead managers of
deep fundanental flavor -- that will be
rel evant in today's program-- versus for the
managers in the bottom of the table, which are

nostly macro or systematic traders. They wl|
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be excluded fromthis program

Chuck will take you through the
gui delines and netrics in detail.

But firstly, we'd like to highlight in
the next slide, Slide 6, that the aligned
interests wll underpin this exercise.

If you map out the notives between
managers and the investors |like us, both
parties woul d want better perfornmance and a
deepened rel ationship. And those two are the
areas we think our interests are best aligned.

And | turn it to Chuck to wal k you
t hrough the netrics.

MR. LA POSTA: 1'11 go through
the process a little bit, which is spelled out
on pages 8 and 9, but at a high | evel.

Identify the managers with whom
we |like to do business. W have el even
partners in place that we're currently
reconmendi ng.

W will analyze and thoroughly vet the
i nvestnment, whether it's a fit with our
portfolio and a fit within the nmanager's

strengt hs.
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W will allow up to a 30 percent
additional allocation of capital, based on
currently depl oyed capital, to be invested
wi thin the co-investnent process.

As | said, PRRMs staff will conduct
due diligence on the proposed i nvestnent.
We'l'l 1 nclude operational risk, |egal,
conpl i ance, and support from our consultants.

W will explore the nanager notivation
and the fit within their strength to nake sure
it's a good fit within the portfolio. And, of
course, the tenet of this co-investnent is
that fees should be |l ess than the primry
account investnents.

And, also, as with everything we're
doing, all of our investnents will be housed
within a separately nanaged account structure
that will give PRI Mprotection and control
simlar to our primary investnents.

Once the notive structure and deal
terms have been vetted, PRIMstaff and
consultants will provide investnment nenos to
the C O for approval. That approval wll be

communi cated to the Board and | nvest nent
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Comm ttees as i npl enent ed.

Again, this is simlar to the
structure for our PE portfolio that's been in
pl ace for over five years, and an extension of
that will allow the portfolio conpletion
strategies and other credit opportunities
access to ot her best ideas of our managers.

Wth that, |I'm happy to take any
questi ons.

And actually on page 10 it lists the
managers wi th whom we're recomrendi ng putting
in place on our co-investnent programtoday.

And then as we hire new managers, we
wll seek to themto the list as we vet them

TREASURER GOLDBERG So | will
seek a notion that the PRI M Board approve the
| nvest nent Committee's recomrendation to
approve PRIM s co-investnent programfor
portfolio conpletion strategies and ot her
credit opportunities, as described in a
Appendi x | of the expanded agenda, and
further, to authorize the executive director
to take all actions necessary to effectuate

this vote.
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1 s there a notion?

2 MR. BROUSSEAU: So noved.

3 TREASURER GOLDBERG: Second.

4 M5. FITCH  Second.

5 TREASURER GOLDBERG  Questi ons
6| and comments for anyone sitting at that end of
7| the table? You can even ask FEric.

8 No questi ons.

9 MR, BROUSSEAU: Very, very

10 | thorough.

11 TREASURER GOLDBERG  Yes. So,
12 Denni s, do you have any questions?

13 MR. NAUGHTON: | don't think I
14| do.

15 But I was wondering whether this

16| investnent, as | see, | think it contains

17| collateralized | oan obligations. |If that's

18| correct, | have the sane question | had at the
19| last neeting regardi ng whether that includes
20| student | oans.

21 MR. LA POSTA: Coll ateralized
22| loan obligations do not typically include

23| student | oan securitizations, but we could

24| have investnents in securitizations that are
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supported by student | oans in some of our
accounts. Wether or not there are

co-i nvestnent opportunities is to be

det erm ned, and none of anything we're
currently considering includes student |oan
obl i gati ons

MR. NAUGHTON: Thank you.

M5. MC GOLDRI CK: Every tine
there's an opportunity, even though these
managers are on the list, we're still voting
on every investnent as a Board?

MR. LA POSTA: You are approving
the managers to be on the co-investnent bench
under the paranmeters of 30 percent additional
capital and co-investnents, and then the Cl O
w || approve the recommendation -- | nean
approve the actual investnents.

So you approve the availability
of 30 percent investnment and co-i nvestnents,
consi stent with nmanagers that we al ready have
i nvest ment s.

MR. TROTSKY: Very simlar to
how we do it in private equity. |It's the sane

nodel .
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questi ons?

TREASURER GOLDBERG ~ Any ot her

We have a noti on. W have a second.

Rol |

cal | .

Bob?

MR, BROUSSEAU. Yes.
TREASURER GOLDBERG Paul ?
MR, SHANLEY: Yes.

TREASURER GOLDBERG.  Teresa?
M5. MC GOLDRI CK:  Yes.
TREASURER GOLDBERG Pet er ?
MR. MONACO  Approve.
TREASURER GOLDBERG  Ji nf?
MR, HEARTY: Yes.

TREASURER GOLDBERG Ell en?
M5. FITCH: Yes.

TREASURER GOLDBERG Denni s?
MR, NAUGHTON: Yes.

TREASURER GOLDBERG.  And nysel f,

yes.
Thank you very nuch. The notion
carries.
W have a specific investnent,
Serenitas Credit Gamma Strategy. | woul d seek

67
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a notion that the PRI M Board approve the
i nvestnent to approve an allocation of up to
150 mllion to Serenitas Credit Ganma
Strategy's separately managed account, as
descri bed in the expanded agenda and furt her,
to authorize the executive director to take
all actions necessary to effectuate this vote.
s there a notion?

MR, SHANLEY: So noved.

MR. BROUSSEAU:. Second.

TREASURER GOLDBERG  Go ahead,

Bill.
MR. LI: Thank you.
So today we're recomendi ng a
150 mllion initial investnment into a separate

account with Serenitas.

Serenitas Capital was |aunched in 2012
by five portfolio managers who used to
together work at the structured credit trading
desk at Merrill Lynch.

The teamis based in New York. 1In
2015, Lee Munder Capital G oup, which is based
in Boston, acquired the Serenitas team and

now all five portfolio nanagers are enpl oyees
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of Lee Muinder.

Serenitas's expertise has been with
residential and corporate type of structured
credits.

The manager has a strong quantitative
background wth a sharp focus on val uati on.
They have built world-class tools to regularly
anal yze tens of thousands of corporate bonds
to quickly detect m sprised opportunities in
t he nmarket.

We |ike the manager, in part, because
t hey have very strong discipline, which
resulted in all positive years, even during
the great financial crisis when they were
trading Merrill Lynch's internal noney.

Serenitas al so excels at finding
convex hedges, neaning that when credit spread
bl ows out, the short position will kick in
nore positive P& | osses from | ong positions.

And such strong discipline and stable
performance profile is also denpnstrated in
their long track record, since over a decade
ago, and their track record with Serenitas

since five, six years ago.
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Wth that, |I'm happy to take any
questions that anyone woul d have.

MR. BROUSSEAU:. The total AUMIi s
340 mllion, and we're going to be up to
$150 mllion.

Is there a reasonabl e anticipation
that we're going to go over 150 mllion? O
are there other co-investnents involved here,
Bill?

MR LlI: To answer the first
question, 150 mllion factors in a couple of
consi derati ons.

For one, the strategy is very scal abl e
and t he nanager, when they were at Merrill
Lynch used to trade was way bigger ticket size
t han this.

And for two, even though for this fund
product al one, the current AUMis around
300 mllion. They are part of Lee Munder
G oup, which is a 7 billion asset manager in
Bost on.

So in ternms of operation, back office,
conpliance, and all the other things, they are

of instructional quality. W have paid
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special attention to that.

Bal ancing all of the considerations,
we feel 150 is a good place to start wth.

And to the second question, co-invest,
in this case Serenitas, they are quant in
nature; did they grow up as a quant. They
have two Ph.D. degrees from Stanford, and we
particularly |ike their nodel.

However, in their investnent approach,
the quant nodels nerely kick out signals to
gui de their investnent decision-making. So
there's also quality and di scretionary
judgnent in that process.

So Serenitas wll be part of the
managers eligible for co-investnent program
That is how we're envisioning this
rel ati onship. But that's a subject to further
conversati on.

They are willing to be part of a -- of
t he program

MR, BROUSSEAU: For one,
whenever | see -- having been here too | ong, |
guess -- and | see the word "nortgages"” and

anything dealing with them especially the
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met hod we had in 2008, 2009. | read through
this thing three tines, including the backup
materials, before | could get confortable with
the entire investnent, after | read them and
| digested them and | becanme a little
friendly to it.

But | think you answered sone of the
questions that | had and the concerns that I
had.

MR LI: Thank you.

MR, NIERENBERG It's a unique
strategy within this nortgage space. | would
say that the approach is very highly technical
and very differentiated, which is, | think,
one of the reasons that Bill was drawn to it
in particular.

You're not alone. It takes a lot to
read t hrough the strategy and understand how
to structure these trends.

MR, BROUSSEAU: It's |ike
mar ket i ng | arge chunks of nortgages and
selling themoff, which created the ness that
we faced.

TREASURER GOLDBERG ~ Any ot her
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questions or conments?

MR, NAUGHTON: | have the sane
question on the collateralized | oan obligation
on this one. Student | oans.

MR, LI: Dennis, it's Bill Li

answer i ng here.

St udent | oans or student | oans-rel ated

structure credit, they are excluded fromthis
mandat e because both the nmanager and we are
pretty clear that it's not their strength,
student | oans or student | oans-rel ated
credits.
MR. NAUGHTON: Thank you.
MR LlI: Thank you.
TREASURER GOLDBERG  Any ot her
questi ons?
We have a notion.
We have a second.
Rol | call.
Bob?
MR, BROUSSEAU: Yes.
TREASURER GOLDBERG Paul ?
MR, SHANLEY: Yes.
TREASURER GOLDBERG  Teresa?
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M5. MC GOLDRI CK:  Yes.

TREASURER GOLDBERG  Peter, are
you on this?

MR. MONACO  Approve.

TREASURER GOLDBERG  Ji nf?

MR, HEARTY: Yes.

TREASURER GOLDBERG El |l en?

MS. FITCH:  Yes.

TREASURER GOLDBERG  Me, yes.
Denni s?

MR, NAUGHTON:  Yes.

TREASURER GOLDBERG  Thank you.
The notion carri es.

| seek a notion that the PRIM
Board approve the Investnent Commttee's
reconmendati on to approve an initial
application up to 150 mllion to Fir Tree SPAC
Qpportunity separately nanaged account, as
descri bed in the expanded agenda and further,
to authorize the Executive Director to take
all actions necessary to effectuate this vote.

Is there a notion?
MR. BROUSSEAU:. So noved.
M5. FITCH  Second.
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TREASURER GOLDBERG Be ny
guest .
MR LI: Thank you.

So this recommendation here to
Fir Tree, the ticket size we are recommendi ng
is 150 mllion again. And | wll go into
details later, why that ticket size.

To take a step back, Fir Tree Partners
was founded in 1994. And they like to foll ow
a val ue-oriented approach, neking investnments
in both public and private arenas.

Il will nmention that at the I nvestnent
Conmttee neeting, we have di scussed
extensively the business challenges Fir Tree
Part ners have been facing in the recent five
years. More specifically, firmw de asset has
dropped significantly fromthe 2014 peak of
over 10 billion to today's 3 billion. And
al so one-third staff has left the firm

Despite the nanager's decrease in AUM
and head count, we're still recomending this
mandate with Fir Tree, with in mnd that the
recommended nmandate is unrelated to the

underperformng flagship fund with the
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manager; and for two, the enpl oyee downsi zi ng
has mainly been to junior roles; and for
three, PRRMs investnent will be in a separate
account, fully controlled by PRIM

Wiil e a separate account will isolate
us fromthe business risk this manager faces,
we believe tradi ng SPACs shares has a | ot of
al pha and perfornmance potenti al .

So what i s SPAC?

SPAC st ands for Special Purpose
Acqui sition Conpany. So think of it as a
bl ank check trust that plans to acquire a
private business or an asset within two years.

The manager, Fir Tree here, w ||
selectively participate in I PGs of such bl ank
check trust. So they will effectively buy
trust shares into PRIMs account, to start
Wit h.

And a SPAC trust, after 1PO wll
tenporarily park the cash in US treasuries
until, in a couple of nonths or even in one
year, the trust finds a business to nerge
wth., After the nerger, such a SPAC trust

will transforminto a publicly traded conpany.

www.EppleyCourtReporting.com 508-478-9795




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

Minutes of the Board Meeting - February 26, 2020

77

Wth that concept in mnd, we know
that the risk here is very mnimzed because
in the end, in the worst-case scenario, if the
SPAC trust fails to find a target conpany to
nerge with as we, as the investor, can al ways
get the capital bank, and that will be T bills
type of returns versus to the upside, if that
busi ness nerger happens and is successful,
then for PRRM s account, we will see equity
type of returns.

Fir Tree's SPAC i nvestnent has a
strong track record since 2005, annuali zing
over 7 percent on an unl evered basis, and the
volatility has been |l ess than 5 percent. So
that's a very stable performance profile.

And we're hoping that with a slight
| everage, the nmanager wll target to deliver
| ow doubl e-digit net returns to PRIM s
account .

Il wll also nention that we have
identified within the nmanager's organi zati on,
a teamthat is primarily responsible for this
track record, and we have negotiated a strong

key person clause. So that will give us
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further protection.

And for the 150 ticket size, we would
like to participate nore because Fir Tree is
one of the managers that is offering such a
st andal one mandate to us.

However, we still want to bear in mnd
that there's a busi ness chal |l enge this nanager
is facing, and we would want to see nore
positive devel opnent on that end.

Wth that, | can take any questions on
this investnent recommendati on.

TREASURER GOLDBERG  Questi ons?

Denni s?

MR. NAUGHTON: Sorry to
di sappoi nt you, Madam Treasurer, not this
time.

TREASURER GOLDBERG W have a
not i on.

We have a second.

Rol | call.

MR, BROUSSEAU: Yes.
TREASURER GOLDBERG Paul ?
MR, SHANLEY: Yes.

TREASURER GOLDBERG  Teresa?
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M5. MC GOLDRI CK:  Yes.
TREASURER GOLDBERG Peter?
MR, MONACO  Yes.
TREASURER GOLDBERG  Ji nf?
MR, HEARTY: Yes.
TREASURER GOLDBERG El |l en?
MS. FITCH:  Yes.
TREASURER GOLDBERG Denni s?
MR, NAUGHTON:  Yes.
TREASURER GOLDBERG  And nysel f,
yes.
Thank you. The notion carries.
That was Fir Tree SPAC.
| would seek a notion that the PRI M
Board approve the Investnent Commttee's
reconmendati on to approve an additi onal
investment of up to 50 mllion to CKC Credit
Qopportunity in the emergi ng nmanager direct
hedge fund managed account as described in the
expanded agenda, and further, to authorize the
Executive Director to take all actions
necessary to effectuate this vote.
Is there a notion?

MR. BROUSSEAU: So noved.
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TREASURER GOLDBERG A second?

M5. FITCH  Second.

TREASURER GOLDBERG  Thank
you.

MR LI: Thank you.

This is an upsi zing recommendation to
an existing mandate. As a remnm nder, PRI M
started the energi ng nanager direct hedge fund
program back in 2018. And the programis to
identify fledgling talents in the categories
of macro and rel ati ve val ue tradi ng.

Upon i nception in Septenber 2018, this
program hired three managers, CKC, d oba
Sigma, and Al cova.

Subsequently in 2019, another two
manager s wer e onBoar ded.

So fast-forward. After the one-year
anni versary, we carefully reviewed the first
three mandates. And we have pai d speci al
attention to, for one, perfornmance
consi stency, and for two, operational
devel opnent .

W would |like to see the manager,

especially such a smal |l er manager, upgrade
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their system potentially increase their head
count, and reinvest proceeds back to their
busi ness so that they can have sustai nabl e
growt h of the business, which is key to such
an emer gi ng nmanager program

So far CKC has scored high in all the
af orenenti oned aspects, and we're recomendi ng
to upsize this mandate by another 50 mlli on.

To refresh your nenory, CKC is a
credit trader based in New York City. W like
CKC because they have over 20 years
experience tradi ng new i ssuance bonds as wel |
as their focus on capital preservation.

Per f ormance-w se, since the manager's
i nception in 2013, CKC credit opportunities
has delivered a high single-digit annualized
return wi thout any negative nonth at all.

Such an excellent track record
provi des very strong testinony to the
manager's trading skill as well as m ndful ness
for preservation.

Wth that, if there are any questi ons,
we' re happy to address.

TREASURER GOLDBERG  Questi ons

81
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on this investnent?

not i on.

yes.

None what soever ?

Denni s?
MR, NAUGHTON: No. Thank you.
TREASURER GOLDBERG W have a

We have a second.

Rol | call.

Bob?
MR, BROUSSEAU: Yes.
TREASURER GOLDBERG Paul ?
MR, SHANLEY: Yes.
TREASURER GOLDBERG  Teresa?
M5. MC GOLDRI CK:  Yes.
TREASURER GOLDBERG Pet er ?
MR, MONACO  Yes.
TREASURER GOLDBERG  Ji nf?
MR, HEARTY: Yes.
TREASURER GOLDBERG El |l en?
MS. FITCH: Yes.
TREASURER GOLDBERG Denni s?
MR, NAUGHTON:  Yes.

TREASURER GOLDBERG.  And nysel f,
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Thank you. The notion carries.
I would seek a notion that the
PRI M Board approve the Investnent Conmmttee's
reconmendati on for Prudential Agriculture
| nvest nent, approve manager for PRIM s real
assets portfolio as described in the expanded
agenda, further to authorize the executive to

take all actions necessary to effectuate this

vot e.
Is there a notion?
MR, BROUSSEAU. So noved.
M5. FITCH  Second.
MR. NI ERENBERG  Thank you,
everyone.

So we did go into a great anmount of
detail on this at the Investnent Committee.

But we are asking for your approval to hire
Prudential as an agricultural nmanager for the
real assets portfolio.

This would not be a new all ocation of
capital. This is to manage the existing
portfolio that PRIMcurrently has.

Prudential Agricultural Investnents is

based i n San Fr anci sco. It has offices
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t hroughout the United States. It has a very
broad team They have a nunber of high --
simlar peers to us that are invested in
agricultural investnment such as the State of
Fl ori da.

We do believe that this team at
Prudential is -- has both the know edge and
breadth to be able to nanage the high-quality
portfolio that we have.

So | am happy to go into nore detali
about the organi zation or anything el se, but
[ I R

TREASURER GOLDBERG ~ Anybody
need -- go ahead, Bob.

MR, BROUSSEAU. The
reconmendati on of up to $500 million, is that
quite | arge?

MR. NI ERENBERG It's not new
capital. It's just based on the size of the
existing PRRM farm and portfolio, which is
about $470 mllion.

So this is not -- what you are
approving is not any additional capital to be

approved. There's no additional farnland
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that's being purchased at this tine.

TREASURER GOLDBERG  Anyt hi ng

further?
s there sonething you need to tell
us?
MR, BROUSSEAU: No.
MR, MONACO | guess just one
questi on.

Under st andi ng t hat they have the
requi site expertise in the specific areas,
were they famliar with the specific assets in
our portfolio that they would be assum ng
responsibility for?

MR. NI ERENBERG  Many of them
yes. For instance, they have a |l ot of
experi ence with w ne grapes, which is about 50
percent of the portfolio. They're confortable
t here.

I n sone cases, for instance, wth the
appl es, they even use the sane farners that we
currently have so they're very famliar with
appl es as wel |.

We have a | arge pistachi o and al nond

property under devel opnment in central
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California. Prudential currently has the
property literally next door. They're
famliar with the soils there, the water
rights, and all of that.

The one commpbdity that we have sone

exposure to, which Prudential is famliar wth

but hasn't had any direct grow ng interaction,
is blueberries, but, yes.

Bl ueberries is a nmore unusual crop
wthin the agricultural space. W feel that
it'"s not -- it's not going to be incredibly
difficult for Prudential to have the right --
they have the right people that they can pick
t hat up.

MR. BROUSSEAU:. Does climate
change really cone into view with these
i nvest ment s?

MR. NI ERENBERG It's hard to
say. Certainly, for instance, if you | ook at
weat her in M chigan over the | ast few years,
it's been kind of hit or mss there.

| don't know that you can really
attribute that specifically to climte change.

There's al ways sone degree of just very
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natural variation you can have in weather.

But | think going forward, | think the
agricultural industry nore generally, so not
speaki ng specifically about the PRIMportfolio
but nore generally, it is sonething that's
going to be -- people are starting to think a
| ot nore about.

We're not at the | evel yet where you
have peopl e buying Iand in northern Manitoba,
expecting that to becone pecan-grow ng
territory. But who knows what will happen 40
years from now, maybe |l ess than that. Yes, |
don't know.

TREASURER GOLDBERG  Any ot her
questi ons?

We have a notion.

We have a second.

Bob?

MR, BROUSSEAU:. Yes.
TREASURER GOLDBERG Paul ?
MR, SHANLEY: Yes.

TREASURER GOLDBERG.  Teresa?
M5. MC GOLDRI CK:  Yes.
TREASURER GOLDBERG Peter?
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MR, MONACO  Yes.
TREASURER GOLDBERG  Ji nf?
MR, HEARTY: Yes.
TREASURER GOLDBERG Ell en?
M5. FITCH: Yes.
TREASURER GOLDBERG Denni s?
MR, NAUGHTON: Yes.
TREASURER GOLDBERG Me, vyes.
Thank you.
The notion carri es.

TREASURER GOLDBERG It's tine

for private equity -- for public narkets?
David CGurtz.
MR GURTZ: [|'Il be referring

back to Appendix B very briefly to talk about
t he exceptional public market perfornmance in
2019 and then very briefly after that talk to
you about one of our managers that is going
out of business later this year. So we want
to update you on the status of that issue.

So starting on page 7 in Appendix B.
Agai n, as M chael said, 2019 was an
extraordinarily unusual year in which both

ri sky and safe assets ali ke returned strong
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positive performance.

You have to actually go back over 20
years to 1997 to find a better year in which
US stocks and bonds perforned this well
t oget her.

On page 7, thanks to the fantastic
equity returns and the Fed cutting rates three
times in 2019, PRIM S best perform ng asset
cl asses for 2019 were gl obal equities and on a
net - of -fee basis, core fixed i ncone was
actual ly the second best perform ng asset
cl ass.

So really just an unusual year.

I n absolute returns, global equities
returned 27 percent, which equates to
$7 billion of gains for the PRI T Fund.

And the 11.3 percent return in core
fixed income equities equates -- core fixed
i ncome securities equates to $1 billion in
val ue added to the PRI T Fund.

Agai n, very strong nunbers.

Focusi ng on page 10 very briefly, is
our gl obal equities portfolio.

Across the Board, we had great returns
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inrelative terns as well as in absolute
returns.

In total, global requites outperformed
t he benchmark by about 150 basis points net of
fees, which equates to about $400 mllion in
val ue added to the PRI T Fund.

This is an especially inpressive year,
gi ven that about half of the portfolio is
passi vely managed. So our active nanager did
areally fantastic job in 2019.

US, international, and energing
mar ket s, each of those subasset cl asses al
out perforned their benchmarks.

Emerging markets really |l ed the way,

t hough, in ternms of outperform ng the
benchmarks. They returned over 4 percent on a
net - of - f ee basi s.

In that scenario, we are 100 actively
managed. So, again, we're try to put the
active managenent in the areas where we think
active managenent is going to outperformthe
nost. That certainly was the case in energing
mar ket s.

As | said before, flipping ahead a few
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pages to our fixed incone portfolio, page 13,
2019 was a ol dil ocks year for fixed incone

i nvestnments, with the Fed cutting rates three
times and credit spreads narrowing a little
bit. That resulted in a fantastic return.

So |l ong duration US treasuries | eading
the way with nearly a 21 percent return. So
just really incredi ble perfornance in 20109.

l|'ll stop there and pause there
briefly, if you have any questions; otherw se,
Il will just proceed right along to our next
topic, which is an update on one of our core
fi xed i nconme nmanagers.

It's Progress | nvestnent Managenent.
They recently announced a decision to w nd
down and di ssol ve their business no |ater than
May 31 of 2020 due to a decrease in AUM and
trouble with a disruption in their succession
pl anni ng.

Progress manages approxi nately
$300 mllion for us since 2016 and has
performed very well. Actually, they've
out performed their benchmark by about 30 basis

poi nts net of fees since inception.
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Progress i s an unusual manager for us.
They are a manager of managers, and they seek
out small energi ng nanagers to nmanage our
portfolio. Progress is contracted with five
under |l yi ng managers to nanage our core fixed
i ncone portfolio.

So right now PRIM staff, together wth
our consultants Callan and Al borne, have begun
i nvest nent and operational and due diligence
on these underlying nanagers to determ ne
whi ch, if any, of these managers we want to
graduate and directly nanage assets for us.

It may be appropriate for PRIMto get
out of the Progress Managenment rel ationship
before their May 31 target cl ose-down date.

As a result, as soon as we conplete
our due diligence on these five managers and
decide if any of these managers should
graduat e and manage assets directly for us, we
may nove forward nore qui ckly and, therefore,
conme back at this neeting the next cycle,
which is in May, the mddle of May, and seek
retroactive approval on sone of these

manager s.
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So that's all | wanted to update you
guys on on that firm
I f you have any questions, |'m happy
to answer them
TREASURER GOLDBERG  Questi ons?
MR GURTZ: Geat. Thank you
very much.
TREASURER GOLDBERG  Thank you,
Davi d.
Now private equity.
M chael Bail ey.
MR. BAILEY: Thank you, Madam
Tr easurer.
Good norni ng, everyone.
Before we get to the voting itens, |
t hought | would touch on perfornmance for
private equity. It's cone up a couple of
times already this norning.
So that PE portfolio eased off again
its performance fromlast quarter to about
12 1/ 2 percent, so a decline fromthe | ast
time we tal ked about the portfolio's
per f or mance.

"Il talk in a m nute about sone of
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the reasons sort of under the hood that were
going on to explain the perfornmance.

But I'Il put it in context before | do
that. A couple of things.

One, it still has very good |long-term
performance, and even at 12 1/2 percent, it's
not bad performance. But it is pegging al ong
below its |l ong-term averages in the m d-teens.

But, two, and | think nore
i mportantly, picking up on one of Jay's
expressions a few mnutes ago, | think we're
seeing a little bit of noisiness in this
one-quarter and one-year performance for a

coupl e of reasons.

One, we're still picking up in this
quarter's performance -- sorry, this one-year
per f ormance nunmber, the 4 of '18. | know it

seens like a long tine ago, but as you recall,
A4 of '18 was a draw down or negative quarter
for equities, including private equity. It
seens |i ke forever ago.

Then secondly, there's that |ag
effect. And secondly, we're not picking up,

when we tal k about public equity, the 4 of
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'19 because, as you recall, we're not
including 4 '19 results in private equity
because of the | ag appraisal -type eval uation
t hat we did.

So we're getting a bad quarter and not
pi cking up what | think would be a better
quarter as we get the 4 '19 results into the
per f or mance.

Then secondly, just to rem nd you, the
allocation to PE, as Jay al so alluded to,
floated down a little bit to 11 percent at the
end of the year, nostly because the public
equities portfolio rallied and created a
bi gger denom nat or.

So we're under that target, as Eric
and Jay tal ked about, at 11 percent with a
target all ocation of 13 percent.

And then just briefly, sort of under
the hood, | think the two strategies that
worked well in the last short period of tine
were the two strategies we're trying to push
nore capital towards: snaller buy-outs and
grow h equity.

We tal ked about both of those types of
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investnent with you all before. |In fact, sone
of the recomendati ons we're going to be

tal king about in a few mnutes are in those
strategi es.

And | would call out technol ogy and
heal thcare i n particular as continuing to
performreally well in the portfolios, firns
who are specialized in those segnents. W saw
good performance, including some |IPO activity,
wth conpanies in the last half of 2019 that
added a lot to perfornmance, |PGCs of software
conpani es, in particular.

Then on the underperform ng side, the
two strategies that we've been, | would say,
| ess constructive on, venture capital and
| ar ger buy-outs, dragged down the perfornance,
again in a short period of tine.

Sone of that was related to a public
mar kets issue in the sense that this does seem
like a long tinme ago, but B of '19 snall-cap
stocks were not doing that well conpared to
| ar ger-cap stocks.

And we have publicly traded shares

inside this portfolio that | call kind of in
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the parking lot. They're kind of waiting to
get out of the parking lot. But we do hold
residual public equity in the private equities
portfolio that are on their way out, but those
dragged down our performance in the @B of '19,
which is not a great quarter for small-cap US
equities.

So those are sone highlights on
per f or mance.

| think I'd just nention two ot her
qui ck t hings.

We did finish | ast year wth addi ng
about $1.6 billion in new conmtnents to
private equity, so pretty close to the target
we -- or | would say, yeah, the target we set
in early 2019.

In 2020 you'll see in the details of
materials we've again shifted up the pace of
allocation a bit totry to get to that 13
per cent .

As Jay said, we are really rel uctant
to do things that are going to sacrifice the
quality of the portfolio, but we need to be

m ndful of to get to that 13 percent target,
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keepi ng a steady conm tnent space and naki ng
commtnents that are consistent wth that.
And this year, that's about $2 billion. W'I]I

see how that plays out, but the pipeline |ooks

r obust .

And then before | shift to the voting
itens, | guess | want to just say how thrilled
| amthat Alyssa rejoined the team |I'm

really excited about the teamwe' ve built, and
| think we're all -- | speak for the whole
teamwhen | say that we're really excited to
have her back.

So I'll stop there, unless there are
questions on anything related to performance
or other private equity itens before we turn
to the voting itens.

TREASURER GOLDBERG.  Any
questi ons?

MR. BAILEY: So we have --
sorry.

TREASURER GOLDBERG  Qur first
voting item

It looks like it's a whol e bunch of

t hem
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So |'m seeking a notion that the PRIM
Board approve the Investnent Conmttee's
reconmendati on to approve the foll ow ng
comm tnents to funds managed by exi sting
private equity nmanagers as described in the
expanded agenda:

Commi tment to Thomas Bravo Fund for
$300 mllion, Fund 14;

A comm tnent of 150 mllion, Thomas
Bravo Di scover Fund 3;

60 mllion to Thomas Bravo Expl orer
Fund;

20 mllion to I ndex Ventures 10;

50 mllion to I ndex Ventures G owh 5;

150 mllion to Inside Partners 11;

And further, to authorize the
Executive Director to take all action
necessary to effectuate this vote.

s there a notion?

MR. BROUSSEAU:. So npved.

M5. FITCH  Second.

TREASURER GOLDBERG  Go ahead.
MR BAILEY: 1'mgoing to say a

coupl e of things because we're going to treat

99
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-- they are incunmbent firns. W' ve worked
wth each of themfor nore than nine years.
And they are firnms that the Board has seen
bef ore and approved.

So I thought | would just say that the
| nvest nent Committee reviewed these
i nvestnents a few weeks ago and approved t hem
unani nousl vy.

These investnments that are eligible
for co-investnent have been -- these nanagers
have been productive participants in PRIMs
successful co-investnent program

And, third, | think each of them are
on strategy with respect to sone of those
bi g- pi cture goals we've set for the program
i ncl udi ng addi ng nore capital, snaller
buy-outs, and addi ng nore capital to growh
equity.

So |I'm happy to take questions.

And M chael McGrr and Sara Zatooni an,
who did much of the work on these, are
avai | abl e to answer any specific questions
about any of the three namanagers for whomwe're

reconmendi ng si x separate fund conmtnents.
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But if there are -- I'Il just stop
t here.
' m happy to take any questions, and
the teanmi s avail able to take questions.
TREASURER GOLDBERG W have a
not i on.
We have a second.
Bob?
MR BAILEY: 1'Il just say

they're on page 38 of the material.

TREASURER GOLDBERG  Thank you.

We'll start again.
Bob?
MR, BROUSSEAU. Yes.
TREASURER GOLDBERG Paul ?
MR, SHANLEY: Yes.
TREASURER GOLDBERG.  Teresa?
M5. MC GCLDRI CK:  Yes.
TREASURER GOLDBERG Pet er?
MR, MONACO  Yes.
TREASURER GOLDBERG  Ji nf?
MR, HEARTY: Yes.
TREASURER GOLDBERG Ell en?
MS. FITCH: Yes.

101
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TREASURER GOLDBERG Denni s?
MR NAUGHTON: Yes.
TREASURER GOLDBERG And nysel f,

yes.
Thank you.
MR. BAILEY: Thank you.
MR. TROTSKY: Thank you,
M chael .

TREASURER GOLDBERG Tim
Schlitzer, Director of Real Estate.
MR. SCHLI TZER  Tim Schlitzer,
Director of Real Estate.
MR. LA CARA: And John LaCar a,
Seni or Investnment O ficer, Real Estate.
MR, SCHLI TZER  Good nor ni ng.
"1l be brief.
W have a fewitens to cover today, a
couple of voting itemns.
Just to orient you, the real estate
agenda itens are briefly referred to on
page 42, Appendices J through N of the
di scussion as wel | .
| also just quickly want to thank the

Real Estate teamvery much for their efforts
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this year. | want to acknow edge M nchi ng,
who is off to a great start. | really can't
say enough about the hard work and focus on
the portfolio that this teamputs into it day
in, day out.

Also, I'lIl just nmention that at the
Real Estate Commttee Meeting, Christina
provi ded a deep-dive on the private real
estate portfolio, basically the operating
results fromlast year and then going forward
into 2020.

It is a great presentation, which
she's done for a couple of years now, and it
was very well received, as usual, by the
comm ttee.

| just wanted to nention that.

So let me just speak to perfornance,
which is in Appendices C and J.

Real estate ended the year at 9.5
percent of the fund. Tinber was at 3. 35
percent. The real estate conpany conpl eted
net acquisitions of $365 mllion. That's on
the private side, and that's based on

approximately $1.1 billion of activity in 17
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transactions. There were no Tinberl and
transactions for the year.

As presented to the Board by John and
Maria Garrahan | ast year -- | know Maria
referenced this -- we've begun to fund
acquisitions directly with sales fromthe REIT
portfolio and sold $300 nmillion this year in
REI Ts.

As you probably know, REITs had a
strong year at 23.5 percent, nore in line with
the public equity markets, which provided a
great environnment for these sal es.

On the performance side, total rea
estate returned 11.2 percent for the year.
That's 170 basi s points above the asset cl ass
benchnar k.

All three of our strategies
outperforned their respective benchnarks.

I'll note that PRIRM s portfolio debt
was witten down by about $60 mllion, and
we' ve di scussed this previously.

However, as things sort of finished up
at the end of the year, that paper loss -- and

it is a paper loss, I'll enphasize -- was
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offset really by asset appreciation, which
resulted in very little dilution, about 8
basis points to the separate account returns.

Just shifting to Tinberland. Tinber
returned 80 percent for the year versus the
asset class benchmark at 2.1 percent.

It is worth pointing out that the
unl agged benchmark returned 1.3 percent. So
that's a neani ngful downshift. But it stil
results in underperfornmance of about 50 basis
poi nt s.

"1l note that PRIM s Sout hern and
Australian investnments did outperformthe
i ndex for the year.

And then M chael touched on the
Paci fic Northwest portfolio, so |l won't go
t hrough that again. But |I'm happy to answer
any questions on either of those asset
cl asses.

And that's ny coments on those itens.

TREASURER GOLDBERG.  Any
questi ons on performance?

Ckay. W have a voting item And

that woul d be the i nvestnent policy.
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So I'll seek a notion that the PRIM
Board adopt the enhancenents to the real
estate and Ti nberl and i nvestnent policy as
descri bed in the Appendices K and M - -
MR. NAUGHTON: So noved.
TREASURER GOLDBERG -- K and M
of the expanded agenda, and further, to
aut hori ze the Executive Director to take al
action necessary to effectuate this vote.
W have a notion.
Is there a second?
MR. BROUSSEAU:. Second.
TREASURER GOLDBERG  Go for

MR. LA CARA: W recently

conpl eted a successful refinancing of a
private note placenent that was originally
done in 2013.

| want to thank sone people in the
back row, starting with Deb, Matt, and Ceorge,
especially George, he did a ot of hard work
on the transaction. There's a lot of stuff
goi ng on behind the scenes with coll ection of

data, review ng docunments. He did a great
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job, made it very snooth and seanl ess for us.
So | appreciate their efforts.

That transaction pronpted us to take
anot her | ook at the policies, the | everage
policies, and we took a little bit of a
broader | ook at the overall real estate
policies. And we decided to clean up sone
| anguage, which you can find in Appendi x K an
L, which is the red-Iine version.

Ot her than snall senmanti c changes
regardi ng target ranges and further defining
that, | think the bigger changes are that we
further clarified the netrics that we use in
our policies, and we neshed those w th our
reporting requirenments on the | oans.

So, for instance, we changed the term
"free cash flow' to "EBITDA." W know t he
EBI TDA. It's audited quarterly. It's in our
financial statenents. So it's an easier
netric to use.

We al so further defined how we
nmeasured the borrowing rate relative to our
portfolio performance using an operating

yield, which is nore of a cash-on-cash nunber
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versus a nunber that m ght be influenced by
appr ai sal - based assumptions. So we think
that's a little bit cleaner.

And under the section for investnent
vehi cl es, we struck sone | anguage, which if
interpreted incorrectly, in ny view, would
preclude us fromdoing JVs within a separate
account mandat e.

We don't think that was the intent of
t he | anguage, so we just struck it.

Any direct JVs that we do, like a 53
State Street, would still require an approval
process.

So that's pretty nuch the changes that
were nmade. |'m happy to answer any questi ons.

TREASURER GOLDBERG.  Any
questions at all?

Heari ng none, we have a noti on.

We have a second.

Bob?

MR, BROUSSEAU: Yes.
TREASURER GOLDBERG Paul ?
MR, SHANLEY: Yes.

TREASURER GOLDBERG  Teresa?
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M5. MC GOLDRI CK:  Yes.
TREASURER GOLDBERG Peter?
MR, MONACO  Yes.
TREASURER GOLDBERG  Ji nf?
MR, HEARTY: Yes.
TREASURER GOLDBERG El |l en?
MS. FITCH:  Yes.
TREASURER GOLDBERG Denni s?
MR, NAUGHTON:  Yes.
TREASURER GOLDBERG  And nysel f,
yes.
Thank you.
Next, this is also a voting item
MR, SCHLITZER: This is also a
voting item
As you may recall, we have commtted
to cone to you annually with an internal
managenent strategy for approval.
| am not planning to go through the
presentation, which is in Appendi x N, but |
will make a few comrents that |'m happy to
di scuss.
So over the last three years, PRI M has

acquired or taken over three assets val ued
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currently at $687 mllion. That's $337
mllion in equity invested.

So we have built at this point over
the last three years a small portfolio.

The overall since inception returns,
8.1 percent. That's 95 basis points above
benchmark. Returns for 2019 were 10.9
per cent .

| will point out that the | everage is
higher in this portfolio, but at 51 percent
it's still pretty noderate.

On an operating basis, the properties
are performng well.

As you know, two of themare in
Boston. Boston is extrenely strong right now.

The acqui sition approach, as presented
previously, is not going to change this year.
We are going to continue to focus primarily on
direct ground | ease opportunities, which we
can |l ever to increase PRIMs return on equity,
and those are very operationally easy,
frankly.

So if you can get the underwiting and

the acquisition right, they work well for us.
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We're al so going to continue to | ook
for direct joint ventures with vertically
integrated but institutionally m nded
operating partners across traditional property
types. We are not going to focus on
devel opnent .

| would say that 53 State continues to
be the nodel, nore or less, kind of on that
side of the strategy.

'l note that our approach requires a
certain amobunt of proactive sourcing, and we
are continuing to | everage our rel ationshi ps,
form new rel ati onshi ps, and revi ew i nvest nent
opportunities on a direct basis as they ari se.

| don't think |I need to say this, but
this is being done in an environnent which is
extrenely conpetitive for acquisitions and
equity partnerships.

So we're going to commt to you to
continue to be patient. W're going to work a
good process. And as you know, both the
Committee and the Board -- and John j ust
mentioned this -- have the opportunity to

revi ew i nvest ment opportunities as they ari se.
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So I'mgoing to leave it at that.
TREASURER GOLDBERG  Questi ons?
Comment s?

W have a notion that the PRI M Board
approve the 2020 real estate internal
managenent plan as described i n Appendi x N of
t he expanded agenda, and further, authorize
t he Executive Director to take all actions
necessary to effectuate this vote.

Is there a notion?

MR. NAUGHTON: Yes, there is.

TREASURER GOLDBERG  Thank you.

MR, NAUGHTON: So nove.

MR. BROUSSEAU:. Second.

TREASURER GOLDBERG  Addi ti onal
questi ons?

Heari ng none, Bob?

MR, BROUSSEAU:. Yes.
TREASURER GOLDBERG Paul ?
MR, SHANLEY: Yes.

TREASURER GOLDBERG.  Teresa?
M5. MC GOLDRI CK:  Yes.
TREASURER GOLDBERG Pet er ?
MR, MONACO  Yes.

www.EppleyCourtReporting.com 508-478-9795




Minutes of the Board Meeting - February 26, 2020

1 TREASURER GOLDBERG  Ji nf

2 MR HEARTY: Yes.

3 TREASURER GOLDBERG Ell en?

4 M5. FITCH: Yes.

5 TREASURER GOLDBERG  Denni's, you
6| nmade the notion on this. |'mhoping you're a

7 yes.

8 MR. NAUGHTON: | haven't changed
9 ny mnd. | ama yes.

10 TREASURER GOLDBERG  And ne.

11 Thank you.

12 All right. Here we go.

13 Ant hony Fal zone.

14 MR. FALZONE: Good norni ng,

15 everyone.

16 TREASURER GOLDBERG. Do you want
17| nme to nmake a notion?

18 MR. FALZONE: Yes, | think that
19| nmakes sense.

20 TREASURER GOLDBERG  Seek a

21| notion that the PRI M Board adopt the 2020

22| custom policy enhancenent to PRIM s custom

23| proxy voting guidelines, as described in

24| Appendi x P of the expanded agenda, and
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further, to authorize the Executive Director
to take all action necessary to effectuate
this vote.

Is there a notion?

MR. BROUSSEAU:. So noved.

M5. FITCH  Second.

MR. FALZONE: Thank you.

So this itemis the update to PRIMs
cust om proxy voting policy.

These updates are very
straightforward. So | was going to quickly go
t hrough them and then open it up for
questions, if that works for everyone.

' mgoing to work from Appendi x P,
starting at the bottom of page 3.

So this is a small change to an
exi sting policy, the first one at the bottom
of page 3.

So currently it is a policy that
states that we would vote against or wthhold
fromall Board nenbers if | ess than 30 percent
of the Board is diverse in terns of gender and
race.

We are updating the policy to increase
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that diversity threshold from30 to 35
percent. So, therefore, the policy would read
"vote against, wthhold for all Board nmenbers
if less that 35 percent of the Board is
diverse in terns of gender and race."

So that is our first change.

The next few changes at Appendi x P are
| SS's benchmark policy changes, so they don't
requi re changes to PRIM s custom proxy voti ng
policy.

But if you please turn to page 11,
there are sone changes that | want to
hi ghl i ght under the "Equal Enpl oynent
Qpportunity" section that are changes to
PRIM s custom policy. That starts on page 11.

So the additional policy starts at the
bottom of page 12, so I'mgoing to start
t here.

There are four different itens that |
want to go over.

So this would create a new section to
prohi bit discrimnation on the basis of
disability.

So the four itens I'lIl go through are

115
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vote for, sharehol der proposals to include
| anguage in EEO statenments specifically
barring discrimnation on the basis of
disability.

Vot e for sharehol der proposals
requiring the conpany to denonstrate that
their reasonabl e accommpbdati ons policy is in
accordance with the Anericans Wth
Disabilities Act and state disability | aw and
is available to all enpl oyees and can be
accessed in nore than one way.

Vot e for sharehol der proposal s seeking
reports on the conpany's efforts to include
di sability-owned busi ness enterprises, service
di sabl ed veteran di sability-owned busi ness
enterprises, and veteran disability-owned
busi ness enterprises in their supplier
di versity program

The fourth item would be vote for
proposal s requesting an internal and external
audit of website conpliance under the Wrld
W de Wb Consortium s Wb Cont ent
Accessi bility CGuidelines.

So those are the four changes that
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woul d be under the discrimnation on the basis
of disability.

There is a final section under the
"Safety and Security in the Wrkpl ace"
section, which would be to vote for
shar ehol der proposal s banni ng guns on conpany
property, except for security-rel ated uses,
i ncluding parking | ots on property.

And those are the changes to our

cust om proxy voting policy.

And |'m happy to answer any questi ons.

It's all pretty basic.
TREASURER GOLDBERG  Any
questions? All right.
We have a notion.
We have a second.
Bob?
MR, BROUSSEAU:. Yes.
TREASURER GOLDBERG Paul ?
MR, SHANLEY: Yes.
TREASURER GOLDBERG.  Teresa?
M5. MC GOLDRI CK:  Yes.
TREASURER GOLDBERG Pet er ?
MR, MONACO  Yes.
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TREASURER GOLDBERG  Ji nf

MR HEARTY: Yes.

TREASURER GOLDBERG Ell en?

M5. FITCH: Yes.

TREASURER GOLDBERG Denni s?

MR, NAUGHTON:  Yes.

TREASURER GOLDBERG  And nysel f,
yes.

Thank you. Very good.

Next .

MR. FALZONE: So the next item
isn't a voting itembut the results of the
PRI M Board sel f-eval uati on.

So Cortex adm ni stered the Board
self-evaluation, and Bob is going to present a
brief summary of the results of the Board
sel f-eval uati on.

| would also like to note that PRI M
staff wll provide the Adm nistration Audit
Commttee and ultimately the Board wth
reconmendati ons based on this report at the
next set of neetings. So that will -- we are
al ways | ooki ng for areas we can i nprove or

clarify information. So we'll be presenting
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that at the next set of neetings.
MR. BROUSSEAU: You have it in

t he docunent that was handed out this norning.
| know you received an e-mail two days ago, |
t hink, from Tom | annucci at Cortex about our
sel f-eval uation that took place |ast fall

You'll be happy to know that all nine
menbers of the Board participated and did a
sel f-eval uati on, and seven Board nenbers
followed up with phone calls and conversations
wth Tom And the report is divided basically
into three itens.

The first couple of pages are nothing
nore than an executive sunmmary of the
eval uati on.

And after that, you get a section on
comment s.

And the | ast one, Appendi ces A and B.
Appendi x A shows the educati on program which
itens received the highest scores. And the
| ast one, Appendix B, is a summary |ist of
reconmendat i ons.

| look at the first part on page 1 of

the report, the summary of the results, |
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think it's a very positive evaluation. There
were no really strong or negative statenents
that were nmade in ternms of how the Board
operates or proceeds and carries on business.

The evaluation identified a very snall
nunber of isolated concerns, and | woul d say
any of these concerns were usually just one
nmenber of the Board who nentioned it in their
evaluation. So Tomdid include these so you
can see.

The first one, | think, is that one
trustee felt that perhaps we should return to
the five neetings per year. W used to have
five neetings per year. It was, | think, two
years ago, | think, that we went to the
quarterly neetings, which I think for many
Board nenbers has been successful. There was
one feeling that perhaps it would give us nore
time to discuss probably things |ike strategy
and things that the Board shoul d be dealing
W th.

Anot her trustee suggested that
"Qurrent practices do not all ow trustees

enough tine to socialize.™

www.EppleyCourtReporting.com 508-478-9795




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

Minutes of the Board Meeting - February 26, 2020

121

So the idea was perhaps part of the

education programa few years ago, | recal
how wel | received they were or attended, the
brown bag | unches that M chael organi zed or
probably even a workshop at this neeting at
the end, but it's very difficult when you' ve
been here for 2 1/2 to 3 hours to expect
people to stay on in the afternoon for a
wor kshop. That has been the issue, | think,
t he probl em of coordinating things like this,
to actually give Board nmenbers an opportunity
to neet, to socialize, and also to | earn nore
about PRI M

Anot her trustee suggested that "The
Board does not get a |l ot of exposure to the
good work PRIMis doing with its
st akehol ders,” and it's also in the
reconmendati ons on the | ast page, perhaps, if
sonehow a report once or twi ce a year,
probably fromdient Services, in terns of the
client advisory that M chael established
dealing with stakehol ders and sone of their
concerns and al so their feelings as to how

per haps PRI M operates and perhaps treats them
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also, which I knowit's very well, but the
Board is not many tines aware of this. And
t hat was that coment.

On page 2, the retreat, it was felt by
a menber of the Board that the retreat should
be handl ed as a reqgul ar Board neeting, and the
trustees should make it their agenda to see
that it may be, quote, only a retreat. |It's
not where we conduct busi ness, but this person
felt that the retreat should be treated by
sonme as a regul ar Board neeting.

Fi ve, succession policies. W know we
have succession policies for the ED, but they
felt that for other key positions, there
shoul d be nore succession policies in terms of
havi ng staff involved or on Board who coul d be
in the succession process, if and when -- |
know it's not going to happen, M chael -- that
we | ose key staff people or key people here
but in ternms of succession.

One trustee said that "PRIMis slowy
evol vi ng and becones very increasingly
sophi sticated, and the Board needs to work to

ensure the operational and gover nance
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functions of PRIM are keeping pace with the
grow ng demands bei ng pl aced on them"™

And finally another trustee spoke
about "All Boards and comm ttees need to be
chal l enged regularly,"” and this person
probably felt that the Board and the
conmttees are not being sufficiently
chal | enged.

And then after that, you have a few
others. | don't want to read all of themto
you, but on page 3.

But with respect to No. 4, with the
Board educati on, the Board unani nously
i ndi cated and voted an opti mal anpbunt of tine
to the followwng. This, | think, is
important. "The Board felt that there was an
opti mal amount of tinme given to asset
al | ocati on, manager sel ection, public and
private markets, and the audit function of
PRI M "

' mgoing to junp around, because
these, |I'msure, you had them and you were
able to read them

On Appendi x A, page 4, it's nothing
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nore but comments that people nade in the
conversations with Tom And, again, if you

| ook, they were positive. | didn't see any --
as | read through them any strong negative

f eel i ngs.

On page 5, you can see in Appendix A
that, again, once again, the areas that
reached t he hi ghest scores, like with No. 5,
as you can see, is governance, fiduciary duty;
asset allocation and asset nix; also portfolio
ri sk managenent, value at risk; and we al so
had fund liabilities. W also sawin here
i nvest nent and performance neasurenment as
things that the Board was interested in in
terns of the eval uati on.

And the | ast page, Appendix B, is
sinply, as Tony said, that the staff will work
on, perhaps, going through sone of these
reconmendati ons for educati on when we prepare
for the next retreat of the Board sonetine
probably later this year.

But if you see the Board education
attendance, as | said earlier, at the retreat,

nore planning for successi on, Board operations
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and deci sion-making, and finally, reporting
practices, consider directing staff to provide
a short report to the Board periodically about
the activities that we are carrying on as an
organi zati on wi th our stakehol ders.

And with that, | don't know if there
are any other comments or any questi ons.

Again, |I'mgoing to thank the Board
again -- and | know the Treasurer will -- for
participating in this process. But it's very
i mportant that we | ook at ourselves at | east
once a year.

TREASURER GOLDBERG I was kind
of shocked to hear you say only seven of the
ni ne --

MR, BROUSSEAU: No. | said
earlier all nine did the evaluation. Seven
out of the nine chose to have a tel ephone
conversation wth Tom at Cortex.

So he did speak wth seven.
You don't have to chasti se anybody,
Madam Tr easur er
TREASURER GOLDBERG | woul d

never do that.
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MR. FALZONE: | would just ask
if there was sonething specific wthin the
Board's sel f-evaluation that you want to have
a di scussion wth ne about or sonething you
want ne to focus on, please |let ne know, and
we'll prepare a fornmal response that 1'll go
over at the next set of neetings. But I'm
happy to receive any input fromthe Board.

MR. BROUSSEAU: That will be in
May ?

MR FALZONE: Yes.

TREASURER GOLDBERG  Thank you,
everyone, on that.

MR. BROUSSEAU:. Yes, thank you.

TREASURER GOLDBERG  Any ot her
questions or comments on this?

Agai n, thank you, everyone, on that.

M5. FITCH This is done on an
annual basis or every three years?

MR. BROUSSEAU: No, it's done on
an annual basis. So we'll be doing it later
this year for Novenber, this fall.

M5. FITCH  Thank you.

MR. BROUSSEAU: | think we were

126
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alittle out of sync last fall.

MR. FALZONE: Based on the --
all the contact you had with Cortex on the
gover nance manual work, | didn't think it made
sense to take up nore of your tine.

MR. BROUSSEAU. We did not have
the opportunity to have our retreat, which
was -- it was pushed forward fromthe
Sept enber date to Decenber.

So in terns of Board education, that
col ored sone of the comments that were made by
one trustee out of the nine.

MS. FITCH  Thank you.

MR. FALZONE: Thank you.

TREASURER GOLDBERG  That woul d
be all on that.

We are at |egal |egislative update.

Deputy Chris Supple.

MR. SUPPLE: So there has been
sone recent activity at the State House
regardi ng some | egislative proposal s that
woul d have relevance for PRMif they were
enacted and becane | aw, including sone

| egislation filed by the treasury, and Emly
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fromthe treasury's legislative office is here
and has graciously agreed to give us a sumary
of sone of that.

M5, KOMOW UK: H, I"'mEmIly
Kowt oni uk, and | work for the Treasurer.

So the bills that we've tracked
on behalf of PRRM PRI Mrelated, fall into
three primary buckets.

So we' ve been | ooki ng at divest nent
| egi slation, diversity equity and incl usion
| egi sl ation, and then | egislation that
pertains to the PRI M Board's nenbershi p.

So we just hit kind of a key m | estone
in the two-year |egislative process, which is
joint commttee day, and that's the day where
all joint commttees have to report all of the
bills before them So we have a pretty cl ear
sense as to which direction the legislature is
nmoving in on these initiatives.

In terns of divestnent, the bul k of
the divestnent bills were before the joint
committee on public service, and house chair
has a bright-1line rul e agai nst any di vest nent

initiatives noving forward. So all of the
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di vestnment bills that were placed before the
Public Service Commttee, they all went to
study, including a bill that the Treasurer had
filed to divestnent, firearns comm ssion.

There was one bill, however, that was
before the Joint Commttee on Public Safety,
and that bill did advance. |t was just
referred to the House Conmttee on Ways and
Means, and that would require a divestnent
fromcountries in which genocide is taking
pl ace.

So that's the only divestnent
initiative that we see novi ng forward.

Turning to diversity equity and
i nclusion. The Treasurer has filed a bill,
al ongsi de one of our house chanpi ons, to make
sure that the ETI initiative that PRIMinvests
in or directs investnent is intentional in
terms of investing in wonen-owned and
m nority-owned busi nesses and entities.

So we're going to be working with PRI M
staff to nake sure that that | anguage is as
effective as possible as that bill noves

f orwar d.

129

www.EppleyCourtReporting.com 508-478-9795




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

Minutes of the Board Meeting - February 26, 2020

130

It did receive a strong favorable
report by the commttee, and we're waiting
right now to see which secondary conm ttee
it's referred to.

Then in the | ast bucket, the
menber shi p bucket, we've seen iterations of
tweaks to the PRI M Board nenbership for
several sessions now.

These bills have traditionally al ways
been sent to study because they woul d have
added nenbers to the PR M Board.

And based on sone feedback that one of
the key Senate filers of this |egislation
recei ved about dilution of the Board's
menbershi p, there was a new approach that was
filed this session by Senator Keenan, and this
bill would, instead of adding a nenber to the
Board, would change the conposition. |t would
require the governor to appoint their public
safety appointee froma panel of three
i ndi vi dual s sel ected by nenber participants.

So that bill did actually advance,
whi ch was a change to what we've seen in past

sessions. And, again, we're waiting for that
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bill to be referred to its second commttee
ri ght now.

MR. BROUSSEAU:. Enily, the
di vestnent issue, | can recall only two years
ago we had people out on the corner here
hol di ng signs and | obbying this Board, and
t hey appeared here and spoke before us.

| can't believe that the legislators
are now getting the sane ki nd of pressure put
on themby a lot of individuals. | know I've
got an e-mail fromone of our nenbers who was
very strong about the divestnent of fossil
fuels. | replied to the e-mail, told them
what our policy is.

TREASURER GOLDBERG | can tel
you why because the nenbers have called ne to
have ne explain to themwhy. |In their case
it's typically they're interested in
progressive Denocratic treasurers, what the
position is of treasurers overall and
Denocratic treasurers.

It is not -- divestnent is not
supported by Denbcratic treasurers.

Shar ehol der engagenent and activismis.
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| have given the data. | have told
them the position of several Denocratic
treasurers -- Vernont; Rhode Island; D Napoli,
who is the controller in New York; Stringer,
who is New York Gty -- and none of them
support divestnent in fossil fuels, and, iIn
fact, the fossil fuel conpani es have the nost
anmount of resources to invest in alternatives
and are doi ng so.

So that's the answer. They like the
answer. They're using the answer. And |
think 1t's finally having an i npact.

| have just caught a call two weeks
ago on this froma Lowell Denocratic state
representative, Lowell and Chel nsford, to be
specific.

MR. BROUSSEAU:. (Good.
TREASURER GOLDBERG | give them
what they need, and then they're happy.

Let's see. Are we done?

MR SUPPLE: Yes.
TREASURER GOLDBERG Next is
other matters.

MR. FALZONE: THE budget is
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there, and a client service update is there
for your reading pleasure.

TREASURER GOLDBERG | think
that mght be it.

MR. TROTSKY: That is it.

TREASURER GOLDBERG  The pil e
was m sl eadi ng.

Thank you very nuch. | would seek a

noti on to adj ourn.

MR. BROUSSEAU:. So noved.

TREASURER GOLDBERG  Second?

MR. SHANLEY: Second.

TREASURER GOLDBERG It's a rol
call.

Bob?

MR, BROUSSEAU: Yes.

TREASURER GOLDBERG Paul ?

MR, SHANLEY: Yes.

TREASURER GOLDBERG  Teresa?

M5. MC GOLDRI CK:  Yes.

TREASURER GOLDBERG Pet er ?

MR, MONACO  Yes.

TREASURER GOLDBERG  Ji nf?

MR, HEARTY: Yes.
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yes.

TREASURER GOLDBERG El |l en?

MS. FITCH: Yes.

TREASURER GOLDBERG Denni s?

MR, NAUGHTON:  Yes.

TREASURER GOLDBERG  And nysel f,

Thank you.

(Meeting adjourned at 11:51 a.m)
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CERTI FI CATE
|, Darlene M Coppola, Registered
Merit Reporter, Certified Realtine Reporter,
do hereby certify that the foregoing
transcript is a true and accurate
transcription of nmy stenographic notes taken

on February 26, 2020.

Darl ene M Coppol a
Regi stered Merit Reporter

Certified Realtine Reporter
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