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(Proceedi ngs commencing at 9:38 a.m)

TREASURER GOLDBERG. Thi s
neeting is being held by internet and tel ephone
In accordance with the provisions of the
Governor's March 12, 2020 order that allows
renote participation by all nenbers of the
publ i c body and suspends the requirenent that a
quorum and the Chair be physically present,
provi ded that the public has access to the
nmeet i ngs through technol ogy that enables the
public to clearly follow the proceedings while
t hey are occurri ng.

Accordingly, all nenbers of this Board
w || participate today renotely via tel ephone

and/ or internet-enabl ed audio and video
conferencing, and all votes in today's neeting
will be taken by roll call.

Public access to the deliberations of
the neeting today will, |ikew se, be provided
via tel ephone, with all docunents referenced
at the neeting available to be viewed on

PRIM s website, www. mapensi on.com

Al l persons speaking at today's
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meeting are asked first to identify
t henmsel ves.

Al so, the Open Meeting Law requires
anyone wi shing to record a neeting to first
notify the Chair so that the Chair can inform
t he ot her attendees.

So accordingly, | aminformng you
t hat Darl ene Coppol a, joining us by Zoom who
you can see, and wave, Darl ene, so that
t hey can see. Thank you.

Darl ene is transcribing and recording
this neeting. Correct, Darlene?

THE STENOGRAPHER:  Yes.
TREASURER GOLDBERG  And
ot herw se, no one has indicated to ne that
they intend to record today's neeting. But if
anyone does intend to record today's neeting,
pl ease first notify Beth Herlihy at
eher| i hy@mPensi on.com Let ne do this
correctly, at m-a-p-e-n-s-i-0-n dot.com

That is the opening script, the new
one.

Next, the first itemon the agenda is

t he approval of the PRI M Board neeting

www.LexitasLegal.com/Premier Lexitas 888-267-1200




© 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 b W N B O

- May 21, 2020

m nut es.
And | would seek a notion -- and by
t he way, everything is being done by roll
call.
Before | proceed, | want to
doubl e-check, since | don't know who took
att endance, but | want to nake sure that
everyone i s here today.
| s every one of the board nenbers on
the call today?
(Brief pause.)
TREASURER GOLDBERG  Who t ook
att endance?
Not everyone on is on nmute. M chael,
is everyone on the call today? M chael
Tr ot sky?
MR. TROTSKY: | haven't been
able to verify that. Can we quickly verify?
TREASURER GOLDBERG Wiy don't
| -- let ne go down the I|ist.
' m here.
| saw Bob Brousseau.
MR, BROUSSEAU: Yes.
TREASURER GOLDBERG | foll owed
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Theresa and Ruth Ellen's convo.

M5. MC GOLDRI CK: Here.

TREASURER GOLDBERG  Jim Hearty,
are you on the call?

MR HEARTY: | am

TREASURER GOLDBERG Pet er
Monaco, are you here?

MR. FALZONE: Peter, is running
|ate. He should be here shortly.

TREASURER GOLDBERG Denni s?

MR, NAUGHTON: Yes, | am

TREASURER GOLDBERG  Carly?

M5. ROSE: | am here, M am

TREASURER GOLDBERG  And Paul ?

MR, SHANLEY: Yes.

TREASURER GOLDBERG Al l right.
So how will we know when Peter's here? He
typically doesn't use video.

MR FALZONE: | wll alert you
when he's here, but his call screen should pop
up.

TREASURER GOLDBERG  Soneti nes
those cone in on just a phone nunber and then

you don't know.
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So the first vote is the approval of
the PRI M Board neeting m nutes from February
26, 2020 and further 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 | need
people to state their nane before they speak
for Darlene. She doesn't know who so noved
it.

MR. SHANLEY: So noved. Paul
Shanl ey.

TREASURER GOLDBERG So who
seconded it?

l"msorry. | didn't see.

MR. BROUSSEAU: Bob Brousseau.

TREASURER GOLDBERG.  There you
go.

We have a notion. W have a second.

| will do the roll call for the vote.

Bob Brousseau?

MR BROUSSEAU: Yes.
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TREASURER GOLDBERG

Ruth Ell en

Janes

Ther esa

Denni s

Carly Rose?

Paul

Deb

Fitch?

M5. FITCH: Yes.

TREASURER GOLDBERG:
Hearty?

MR HEARTY: Yes.

TREASURER GOLDBERG
McCGol dri ck?

M5. MC GOLDRI CK:  Yes.

TREASURER GOLDBERG:
Naught on?

MR, NAUGHTON: Yes.

TREASURER GOLDBERG

M5. ROSE:  Yes.

TREASURER GOLDBERG:
Shanl ey?

MR, SHANLEY: Yes.

TREASURER GOLDBERG
ol dber g2

Yes.
Al right.

vot e, everybody.
So the

is Mchael.

W' re on our way.

We got through the first

next itemin the agenda
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MR. TROTSKY: |'m next on the
agenda.
Thank you, Madam Treasurer. And thank
you for working with us this norning.

" msorry for the last-mnute fire

drill on your script. | hope you realize
we're still kind of learning as we go. |It's
still new to us.

And we have a great turnout today.
When Peter gets here, | think we'll have
everybody. So thank you so nuch for attending
this Board neeting today.

As you know, the commttee neetings

hel d i n advance of this Board nmeeting set
att endance records, even though they were
conducted renotely. And | want to rem nd
partici pants of the record turnout for this
nmeeting as well.

Looki ng at ny screen, we have 98
attendees with us today. | guess that's the
silver lining in this new normal of conducti ng
board neetings. W' re having great attendance
and that's a great thing.

| would also |like to ask that al
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partici pants please put their settings on mute
during the presentations to mnimze
background noise. | don't hear any, so |

t hi nk everyone's doing that already.

That's great. W're all | earning.

And al so, since there are so many
attendees on the call today, we cannot
identify everybody's phone nunber. |In other
words, we don't know who's on the call. W
ask that everyone take extra care to ensure
that we nmaintain a decorumand a | evel of
formality appropriate for a neeting of the
board. And I thank you in advance for your
cooper ati on.

Ni nety-ei ght attendees. That's
terrific.

We'll be referring to three
presentati ons today that have been sent to you
and al so posted to the PRIM website at
www. MaPensi on.com That's M a-p-e-n-s-i-0-n
dot.com

Thr oughout today's presentation, we'll

be referring to the expanded agenda which is

there, the PRIT Fund performance slides which

11
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are there, and third, the budget overvi ew
which you'll find there. They can all be
found at that website. Please |et us know
if you have trouble finding them
Wiile we're operating as close to
normal ly as possible, and | hope we'll soon be
returning to work safely, as you know,
Gover nor Baker recently announced a four
phase reopening plan for the Commonweal t h.

And as part of that plan, office spaces in the

City of Boston wll be permtted to reopen on
June 1st, with significant limtations, |
m ght add.

Based on the Governor's directives and
gui dance as wel |l as gui dance fromthe
Treasurer, the Mayor, the CDC, the state
Departnent of Heal th, our buil di ng manager,
and nore, PRRMis working on a plan for
gradual |y bringi ng enpl oyees back to the
office and al so ensuring that the required and
appropriate safety standards and protocols are
in place when we do return.

As we start to transition to slowy

reopen our office, we'll take into
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consi deration both the busi ness needs of PRI M
and the needs of each enpl oyee.

Each PRI M nanager and our HR director
are currently working with each PRI M enpl oyee
to determ ne needs and acconmodati ons; for
exanple, child care issues, health issues,
conmmuting i ssues and the |ike.

And | want to thank you, Treasurer
Gol dberg, for your sustained invol vemrent and
attention to detail during this crisis. Your
t eam has been wonderful in providing us
gui dance.

My gratitude al so extends to the
Governor, his staff, to the legislature, all
of whom have been keeping close tabs on PRIM
and, of course, on the safety of the entire
state.

I|'m al so extrenely appreciative for
t he support and dedi cati on of our Board and
Conmttee nenbers, as evidenced by high
att endance. You' ve enabled PRIMto function
uni nterrupted and w thout delay during this
Board cycl e.

And nost inportantly, staff. | want

13
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to thank you all who are working renotely,
w thout difficulty, and in nost cases caring
for famly nenbers, too.

There's no better team really, to go
t hrough this with than the entire PRRMfamly,
and I am incredibly proud of how we've
responded to this crisis.

As |'ve nentioned before, PRIMis
fully functional. Al enployees are able to
work renotely. All functions are operating as
close to normally as possible. And I'm
pl eased that at this Board neeting today,

staf £ will present for your approval nore
than 1.3 billion dollars in new
opportunities -- 1.3 billion. And I think
that's proof that the PRIMstaff and our
comm ttees are working very productively.

Mar ket di sl ocati ons happen, and they
can be painful, but these dislocations also
create opportunities. For exanple, today we're
excited to seek Board approval for an
I nvest nent opportunity that wll enable PRIM to
be anong the first participants in the newy

created TALF programin which we are
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able to utilize favorabl e governnent fundi ng
vehicles to help ensure credit is flowng to

t he hi ghest quality AAA-rated conpanies in the
COuntry.

It's a great opportunity for the
pension fund and it al so serves as an
i mportant vehicle and inportant purpose for
the entire nation.

The PRIMteamis hard at work during
this crisis. W're continuing to identify and
vet new i nvestnment opportunities every day,
all the tine. That's our basic job. It's the
very basic requirenent of maintaining a strong
and resilient portfolio.

Today we' |l quickly review March
performance. W' ve gone through that tw ce
already. But we'll quickly review that again
before nmoving on to the voting itens.

As you know, narkets have rebounded
strongly since the sharp sell-off in Mrch.
We'll tal k about that, but first, an
organi zati onal update.

In April, we were very sad to | earn of

t he passing of Peter Brooke, who served for

15
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nearly a decade on the PRI M Invest nent
Conmttee. Many of you worked with him and
know Peter. Peter was considered a | egendary
private equity figure, both here in Boston and
t hroughout the world, one of the founding
fathers of the private equity business. He
f ounded two of the industry's ol dest and
| argest firnms: TA Associ ates and Advent
I nternational. Peter's service to PRI M was
exceptional and he will be m ssed.

And on a personal note, ny tine at
PRI M did not overlap with Peter, but he took
the tinme to neet wiwth ne several tines and he
was al ways a great help to ne.

In fact, | actually got to know his
son, too, John, who rented office space at
84 State Street, right here in our building.
And he infornmed ne once, | renenber, that
Pet er began his career at TA Associ at es,
f ounded t hose conpanies fromthis very
bui | di ng.

And one day when John and | were
wal ki ng down the back hallway, those stone

staircases to the street, he rem nded ne that
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the wear in the treads of those staircases
were probably due in |arge part due to his
father going up and down in this very building
for decades.

So our thoughts and prayers and our

thanks go to Peter and his famly. | thought
you would all like to know, a | egend has | eft
us.

Now for some good news, better news.

As you may know, in md-March a PRIM
enpl oyee was di agnosed with COVID-19, but |I'm
pl eased to report that that enpl oyee has
recovered and is back at work. W' re thankful
for this wonderful outconme. W w sh this
enpl oyee strength and conti nued i nprovi ng
health, and | hope to see your smling face
very soon again, hopefully in person very
soon.

Next | want to congratul ate Bob
Brousseau and Paul Shanley for winning their
respective el ections. Congratul ations. Each
has been reelected to start a newthree year
termon the PRIM Board. That term begins on

July 20, 2020. Bob for the Mass. Teachers
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Retirenent System and Paul for the state
enpl oyees retirenent system Both of you have
been out standing contributors to PRIMfor
quite sone tine, and we are delighted to have
you back for another term Congratul ati ons.
And, Bob and Paul, thank you very
much for your dedicated service and for your
support over the nany years.
' mgoing to clap for you.
New enpl oyees.
Next, |I'm pl eased to announce t hat
PRI M has hired four new enpl oyees who were in
the pipeline before we noved to this new
renote work environnent, and they're
onboardi ng was a nmj or success, even in this
renot e wor ki ng environnent.
We're very excited to wel cone them al
to PRIM
First, please join ne in wel com ng Joy
Seth to PRIM as an Investnent O ficer on the
portfolio conpletion strategy team reporting
to Bill Li. Joy joined in March and
previously worked as the senior investnent

anal yst at the enpl oyee retirenent system of

18
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Texas, responsible for building machi ne
| ear ni ng nodel s and devel opi ng a test engine
for option-based strategy.

Prior to that, Joy was an engi neer at
M crosoft Corporation. Joy graduated fromthe
Uni versity of Washington with a naster's
degree in conputational finance and hol ds a
bachel or's degree in electrical and conputer

engi neering fromthe University of Texas at
Aust i n.

Silas Owyemi. Silas joined PRRMin
March as a hel p desk and operational support
specialist on the IT team reporting to David
Giswld. Silas previously worked as a
net wor k engi neer at Ocean Spray and was
responsi bl e for planning and mai ntaining their
data network and infrastructure.

Prior to that, Silas was a seni or
support special specialist at Al kernes
bi ophar maceuti cal conpany.

Silas holds a bachelor's degree in
mat hematics fromthe University of Ilorin in
N geri a.

M chelle Wtkes joined PRIMin March

19
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as Director of Human Resources, reporting to
Tony Fal zone. She brings extensive human
resour ces experience.

She previously worked at Beacon Heal th
Options, a division of Anthem as their vice

presi dent of human resources, and at Enterprise
Associ ates as their director of human
resour ces.

During her career, Mchelle has been
responsi ble for all HR-related functions from
strategic HR | eadership to tactical enployee
support. She holds a degree in hunman services
and psychol ogy fromthe University of
Massachusetts at Amherst.

Most recently, Beth Herlihy started on
May 1st as PRIM s Director of Conmmunications,
and she'll report directly to ne.

Bet h brings extensive conmunicati ons
experience, having served as head of marketing
at AEW Capi tal Managenent for twel ve years.
You nay recogni ze AEW Capital as one of our
real estate nanagers.

Since | eaving AEWin 2016 to attend

graduate school full-tinme, Beth has worked as
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a mar keti ng communi cati ons consultant, and her
nost recent assignnent was with Advent

| nternati onal, one of our private equity
managers.

She has nore than 20 years of
experience in strategic marketing, public
rel ati ons, branding, investor conmunications,
and busi ness devel opment. She holds a
bachelor's degree in political science from
the University of Vernont and a master of fine
arts and creative witing from Enerson
Col | ege.

We're delighted to have all of you
join PRRM You're all off to a great start in
a very difficult environnment, which hopefully
w |l inprove soon.

| want to pause there and take any
questions or comments before noving on to
mar kets and PRI T Fund performance.

Are there any questions at all on the
organi zati on?

G eat .

Movi ng al ong to markets and PRI T Fund

performance. As you all know, the PRI T Fund
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is carefully constructed. |It's broadly
diversified, and we expect it wll perform
well over the long term

We are very pleased with our asset
all ocation work, as it has consistently
enabled PRIMto performstrongly in both up,
and, perhaps nore inportantly, down narkets.

W were pleased that in the March
quarter, although it was a chall engi ng quarter
in the market, the fund fared very well. It
performed better than its benchmark and better
than the financial markets, and we believe the
performance was very strong conpetitively.

This performance is due to several
tinmely asset allocation decisions that have
been i npl enented over the past several years.
They were designed to reduce the overall risk
of the portfolio and to maxim ze its
risk-adjusted return while still delivering on
our long-termgoal, the actuarial rate of
return, which currently stands at 7.25
per cent .

And as an exanpl e of those noves,

remenber, PRI Mreduced its global equity

22
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exposure froma m dpoint of 50 percent five
years ago to a m dpoint of 39 percent today.

We al so added several risk mtigation
strategi es over the | ast few years.

At the recent conmttee neetings, we
spoke of the challenges in the econony and in
our lives. W recognized that we will face
nore challenges in the nonths and perhaps years
ahead.

The mar ket correction of March 2020
was the fastest on record, going all the way
back to The Great Depression.

In just 20 days, equities fell 34
percent. |t may have been the qui ckest drop
in history, but it wasn't the deepest. As |
nmenti oned, that record still belongs to the
fall during The G eat Depression when stocks
fell 86 percent in 34 nonths.

Since the lows of March 23rd, the
mar ket recovery has al so been one of the
fastest and steepest.

The S&P is up 33 percent fromits
March | ows, and April and May have been very,

very strong. W'Ill talk about that a little
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| ater.

But despite the recent string, we fear
that the bear market is probably not over. W
tal ked about this a ot at the Investnent

Conmm ttee meetings. W had two | nvest nent
Committee neetings during this cycle.

We have exam ned 14 major sell-offs
since The G eat Depression. And on average,
maj or sell-offs last 20 nonths, not 20 days,

i ke the March 2020 sell-off which was 20
days.

The econom c danage is severe, and the
chal l enges that this econony faces in
restarting fromvery |low | evel s are enor nous
and will likely take a long tine.

The markets have refl ected sone of the
econom ¢ chal l enges. For the cal endar year
t hrough May 19t h, the S&P is down 7.3 percent
for the cal endar year; devel oped international
mar ket s and energi ng markets are down
approxi mately 16 percent; diversified bonds
are up 5 percent for the year; while | ong
bonds are up nearly 30 percent for the

cal endar year, as yields have plummeted.
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The ten-year treasury is currently
yielding 0.68 percent. That's 0.68 percent.
A year ago, it was yielding approxi mately
2 1/ 2 percent.

The S&P's 7 percent decline this year
does not fully capture the econom c danage we
are experiencing. This may be due to the
unprecedented | arge size and scope of the
federal stinulus package. The size and the
scope of the governnent's stimulus is
I npressive, and thank you to Jay Leu for
tracking the details on this for us. |It's
been conpl ex.

The hope really is that the stinulus
wi ||l be enough to heal the economny quickly.
We want the econony to rebound. And while we

hope for a very swift recovery, we do not
build a resilient portfolio based on hope.

We bel i eve we can expect sone
continued volatility until the econom c
out | ook cones into clearer focus.

St ay- at - hone advi sories and the
busi ness wor kpl ace shut -downs have caused an

abrupt decline in economc activity and the
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data perhaps is just beginning to reflect it.

Most of the March and April data that
has been reported so far is very poor. W
know t hat .

For exanple, CGDP growh shrank at an
annual i zed rate of 4.8 percent in the first
quarter. |It's supposed to get worse this
quarter.

The nation's unenploynent rate hit a

record 14.7 percent unenploynent. That's
nore than 36 mllion people who have fil ed
for unenpl oynent benefits since the

begi nning of the shut-downs. That's
equi valent to nearly a quarter of the entire
working-age population.

Here in Massachusetts, it was recently
reported that the unemployment rate could reach
25 percent! That's nearly 1 mllion people
have filed jobless clains here in
Massachusetts.

El sewhere, industrial production in
the US fell 11.2 percent froma nonth earlier
in April. That's its largest drop in the
101-year history of the index. That

represents a 45 percent drop

26
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quarter-over-quarter annuali zed.

Retail sales sank 16.4 percent in
April froma nonth earlier. That's the
shar pest decline ever, and that represents a
60 percent decline quarter-over-quarter
annual i zed.

Housi ng sal es plumreted 30 percent
nont h over nmonth. Building permts plunged 20
percent. The econony really has ground to a
hal t .

Havi ng said that, we believe we have
wor ked hard to position the PRI T Fund
appropriately for what |ies ahead.

We' ve been reducing risk over the past
several years. But as we discussed at the
| nvestnent Committee neeting, there is a very
| arge econonmic hole to dig out of, and it's a
wor | dw de phenonenon.

During this historic tine, we continue

to adhere to our disciplined, |ong-term
i nvest ment focus, and | ook for opportunities
caused by nmar ket dislocation.

You' || hear about and vote on such

opportunities later this norning.
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And now I'll turn to the PRI T Fund
performance slide. 1'11 go quickly through
t hese, since we've done it tw ce already.

But please turn to page 2 of your
per f ormance book, and | think Tony is going to
pul | those up now.

The first chart shows the quarter
ending March 31st. That's the nobst current
per f or mance we have.

The March quarter, the PRIT Fund was
down 9.9 percent gross, 10 percent net with an
out performance versus the 60/40 m x you can
see in the mddle, which was down 11.6
per cent .

On the left, you can see that STRIPS,
| ong-duration STRIPS, as | nentioned, were up
30 percent in the quarter alone. Yields
pl unmet ed.

Private equity, very strong. You'l
hear nore about private equity today.

Di versified bonds, also very strong.

And on right, you can see equity weak.
The S&P down 20 percent. Devel oped

i nternational markets weak. Energing narkets,

28
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weak. US |l ong-cap, snmall conpani es were al so
very weak.

Next page.

You can see the one-year ended
March 31, 2020. For the one-year period, the
PRIT Fund stood at $70.7 billion. That was
down for the one-year period 1.2 percent gross
and 1.7 percent net of fees, outperformng its
benchmark by 27 basis points. And that down
1.7 percent net of fees conpares to a 60/40
m x, which was down 3.2 percent in the sane
time period.

This equates to an investnent | oss of
$1.2 billion, but it was $197 nillion above a
benchmark return.

Agai n, you can see STRIPS, private
equity, diversified bonds were very strong.
And equities, very weak, particularly US snall
caps very weak.

Again, we'll go into alittle nore

detail on performance later 1in today's agenda.

Next page.

This shows returns -- the one-,
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three-, five- and ten-year returns. The
three- and five-year nunbers were inpacted by
this sell-off, the March sell-off, as well as
t he 2018 sell-off.

Still you can see all the way out on
the right, the ten-year nunbers were above the
actuarial rate of return at 7.5 percent.

Al areas are above benchmark, an
i ndi cation that our managers are doing quite
wel | .

Page 5, next sli de.

The one-year asset cl ass performance.
This is really a repeat of what we said
bef or e.

On the left was what was strong. On
the right, what was weaker. And we'll be
going into that a little |ater.

And I'll end on the last chart, which
| think is interesting.

You can see private equity really
drives the bus for performance, private equity
over all tinme periods.

VWhat | think is also very interesting

wth real estate, it's very, very consistent.
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And gl obal equities, | always use a
chart to denonstrate that gl obal equities are
anong the nost volatile asset cl ass.
Sonetines they're at the very top of the
charts, but today you can see that that has
changed. That picture has changed.

So I'll stop there and take any

questions on either the organization or PRI T

Fund perfornmance.

I will again stress that each asset
class head will be going into alittle nore
detail in the follow ng presentations.

TREASURER GOLDBERG  Are there

any questions from nenbers of the Board for
M chael at this tine?

| do want to note for the m nutes,
Darl|l ene, that Peter Monaco has joined the
neeting. And | don't think the tine matters.
| just want to make sure you know he's here
for all the votes.

If there are no questions for M chael,
we'll nove on to the investnent report,
begi nning with public markets.

MR, GURTZ: Good norning.

31
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TREASURER GOLDBERG | f people
don't recogni ze people -- there are a | ot of
f ol ks today who now are sporting beards,
nanel y, nmen.

MR, GQURTZ: Good norning. |I'm
David CGurt z.

"' m happy to wal k you t hrough.

We have had a couple of voting itens
on the public markets team but before we get
into the voting itens, | want to first give
you a brief update on our rebal ancing and then
a brief update on our perfornance.

So first, as M chael noted, we
successfully rebal anced the PRIT Fund prior to
and during this volatile QL peri od.

Back in Decenber, after a record up
year for global equities, PRRMsold nearly a
billion dollars in global equities to fund the
new one-and-a-half billion dollar allocation
to short-termfixed i ncone, which is a
portfolio of one- to three-year US treasuri es.
So this proved to be great timng of selling
equi ti es near the peak and buying a | owri sk

di versifying core fixed incone strategy prior
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to the sell-off in Mrch.

So as the nmarkets sold off in March,
the gl obal equity allocation was nearing the
bottomof its target range and core fixed
i ncome was, in fact, above its target range.

So rebalancing in tinmes of market
distress is not easy. As liquidity dries up,
hi gher trading costs occur or even limted
ability to trade occurs.

Knowi ng this, PRIMstaff worked wth
our passive core fixed i ncone manager to
develop a liquidation plan that spread out the
selling of our core fixed incone securities
over tinme, and we really focused on the nost
liquid securities.

Thanks for that effort, PR M
effectively sold one and a half billion
dollars in core fixed income throughout the
nmont h of March and even into early April,
consi stent with our rebal anci ng pl an.

O the one and a half billion dollars,
800 mllion was fromour newy funded
short-termfixed i ncome portfolio.

Once the Fed dropped the rates down to

33
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near zero, this one- to three-year US treasury
securities really acted |like a cash portfolio,
and that's why we focused on that portfolio to
| i qui dat e.

We al so sold $500 mllion in our
best-perform ng asset class: |ong duration US

treasury STRIPS. And we sold $200 million in

US STRI PS.

Now with this one and a half billion
dollars of liquidated core fixed incone
securities since April, we rebal anced and

invested $500 million in S&P 500. W invested
nearly $500 mllion into PCS and OCO
strategies. W've raised over $300 nillion
for future private equity and di stressed
capital calls. The renaining cash was rai sed
to pay beneficiaries.

So unenotional, very net hodi cal
rebal ancing really ensured that we renai ned
W thin our target.

Turni ng back to that performance slide
deck in front of you, starting on page 8,
we're going to highlight the one-year return

to our global equity portfolio.

34
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Now whi |l e the S&P was down 20 percent
in the quarter for the one-year ending
March 31st, the S&P is down just 6.7 percent.

As M chael noted earlier, the
volatility in March was stagnant.

On March 16, the S&P fell 12 percent,
the third | argest single percentage drop in a
day in history, with only Bl ack Monday in 1987
and a drop back in 1929 at the begi nni ng of
The Great Depressi on havi ng worse days.

Then just a week |ater on March 24,
the Dow junped up 11 percent; its | argest
daily gain since 1933. Really, just
spectacul ar volatility.

Since that day, the S&P has conti nued
to rebound and is up over 33 percent since the
| ow.

PRI M s devel oped i nternationa
portfolio is down 23 percent in QL, but for
the year it's down 13.9 percent outperform ng
its benchmark by over 100 basis points.

Most of this outperfornmance can be
attributed to a single nmanager, Baillie

G fford, whose stock selection contributed to
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a nearly 8 percent outperfornance during this
one-year peri od.

For the quarter, energing markets fel
over 25 percent, underperform ng the benchmark
by approximately 130 basis points.

Nearly all of this underperfornance
can be attributed to our managers' coll ective
underwei ght to China which was down just 10
percent in QL. The best perform ng stock
mar ket in EM was Chi na.

However, over the one-year period, our
ener gi ng nar ket nanagers out performed the
benchmark by 72 basis points.

Finally, US small cap under perforned
| arge cap, and PRIMs portfolio fell
approxi mately 28 1/2 percent this quarter and
was down 21 percent for the one-year period,
out perform ng our benchmark by nearly 150
basis points for the year.

Movi ng to page 10 and our core fixed
i ncome or all of our fixed incone strategies.

As mentioned, STRIPS returned nearly
30 percent for this quarter. But for the

one-year period, it returned a staggering 47.8
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per cent .

Core fixed incone returned just over 2
percent for the quarter, and for the year
returned over 8 percent, underperform ng index
by approxi mately 90 basis points.

Now t hi s underperformance i s driven by
nost managers having an overweight to credit,
whi ch underperformed due to credit spreads
w dening during this tinme period.

As credit spreads w dened,
credit-heavy asset classes fared worse,
posting negative returns. So high yield was
down 13 percent this quarter, nearly 7 percent
for the one-year period, and bank | oans fell
11 percent for the quarter and 7 1/2 percent
for the one year.

Bot h asset classes outperforned their
respective benchnarks.

Emer gi ng mar ket debt was the worst
perform ng strategy, down nearly 19 percent
down in the quarter and down 14 percent for
t he year.

One nmanager, Ashnore, caused a

significant underperformance in this asset
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cl ass, underperformng due to their overwei ght
t o Ecuador, Lebanon, Argenti na, and Venezuel a.
Now, this manager has underperforned during
previ ous market sell-offs but historically has
rebounded very quickly. But obviously, we are
nmoni toring this nanager very cl osely.

So I'mgoing to pause there and see if
there's any questions before we nove on to our
voting itens.

(Brief pause in proceedings.)
TREASURER GOLDBERG No

questi ons?

Then we wll nove on to the voting
i tens.
MR GURTZ: G eat.
TREASURER GOLDBERG Davi d, what
do | usually -- | want to get this straight.

Do | ask for the notion and the
second? O do | --
MR GURTZ: |'m happy to go
t hrough it and then you can ask for the vote
at the end. How does that sound?
TREASURER GOLDBERG No. I''m

going to do it the way | do with M ke Bail ey,
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because | don't recognize you, and so this is
a brand new show.
All -- right. 1'lIl seek a notion that
t he PRI M Board approve the I nvestnment
Commttee's recommendation to allocate up to
$250 mllion to Longfell ow I nvest nent
Managenent Conpany, LLC, up to $250 nmillion to
Pugh Capital Managenent, Inc.; and up to
$100 mllion to New Century Advisors, LLC as
described in Appendices D, E, F, G and H of
t he expanded agenda and further to authorize
t he Executive Director to take all actions
necessary to effectuate this vote.
s there a notion?
MR. NAUGHTON: So noved. Dennis
Naught on.
MR. BROUSSEAU:. Second.
TREASURER GOLDBERG W have a
noti on. W have a second.
Go ahead, Dave, describe it.
MR. GQURTZ: Thank you. So first
i's our recomendation to graduate, as you
menti oned, Treasurer, Longfell ow I nvestnent

Managenent Conpany, Pugh Capital Managenent,
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and New Century Advisors from our progress
I nvest nent managenent conpany, who is a
manager of managers portfolio, to nmanage
assets directly for PRM

So as we di scussed at our February
Board neeting, Progress notified PRRMin
m d- Decenber that Progress intends to w nd
down and di ssolve its business by no | ater
t han May 31, 2020.

So PRI M hired Progress back in 2016.
And as of March 31, they nmanaged approxi mately
$335 mllion for PRRMin core fixed incone
strat egy.

Progress is a manager of nanagers.
They utilize five underlying investnent
managers to nmanage our core fixed incone
portfolio.

Once Progress notified us of their
intention to shut down, PRI Mstaff began our
manager sel ection process on each of these
five underlying managers to determ ne which,
i f any, of the managers should graduate and
manage assets directly for us.

Based upon our managenent sel ection

40
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process, which includes both quantitative and
qualitative analysis, as well as successful
due diligence by our consultants, Callan and
Al bournr, PRI M staff recomrends graduati ng
Longfell ow, Pugh, and New Century to manage
assets directly for PRIM

One of the concerns we noted at the
February Board neeting and Conmttee neetings
was that PRIM did not want to be Progress's
last line. W didn't want to wait until
May 31 to terminate our relationship with
t hem

So at the February neeting, we noted
that PRIM staff may seek retroactive approval
to hire potential nmanagers.

As a result, PRIMstaff established
di rect investnent nmanagenent agreenents with
Longfel |l ow, Pugh, and New Century effective
April 1st, and collectively they are managi ng
approxi mately $250 mllion for PRI M

The renmi ni ng progress assets were
transferred to anot her existing PRI M account,
liquidated in April. Therefore, effective

May 1, 2020 PRRMtermnated its relationship

41
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w th Progress.

Now | ' m going to briefly highlight
Longfel l ow, Pugh, and New Century.

First, Longfellowis a 100 percent
enpl oyee- owned, Boston-based, certified
wonen' s busi ness enterprise. Founded in 1986,
Longf el |l ow manages over $11 billion in
donestic fixed incone and al ternative
i nvestment strategies for institutional
clients.

The firmis |l ed by Robin MKenna, the
managi ng principal. The portfolio is still
managed by Akshay Anand.

Longfell ow s investnent philosophy is
based on that the upside is |limted, while the
downsi de can be substantial. They focus on
preserving capital and mnimzing volatility
by utilizing in-depth research and
di versifying portfolios.

Next 1is Pugh Capital Managenent,
formed in 1991. Pugh is a Seattl e-based, 100
per cent enpl oyee-owned i nvest nent nanagenent
conpany and a certified mnority woman- owned

busi ness enterprise, led by the CIO and firm
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nanmesake Mary Pugh.

Pugh Capital nmanages over $8 billion
in fixed incone. Pugh Capital utilized both a
t op-down and a bottons-up investment approach,
to achi eve the dual goal of being defensive,
yet achi eving capital appreciation.

Lastly, New Century Advisors was
formed in 2002 by Ellen Safir, the founder and
ClO. New Century is Based in Chevy Chase,
Mar yl and.

New Cent ury nmanages over $2 billion in
fixed income portfolios. They are an
i ndependent, 100 percent enpl oyee-owned
i nvest nent managenent firmand a certified
wonmen' s busi ness enterpri se.

Agai n, New Century focuses on nanagi ng
the downside risk in order to provide
consi stent excess returns.

So as | nentioned today, these three
firms currently manage approxi mately
$250 mllion for us right now, but our
reconmendation is to i ncrease that exposure to
this selection of firns.

Today we're recomendi ng al |l ocating up
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to $250 mllion up to Longfellow, up to
$250 million to Pugh, and up to $100 nillion
to New Century, for a total of $600 nmillion.

And one | ast benefit to working
directly with these nanagers versus Progress
is | ower fees.

The Progress fees included their fee
as well as these fees to these underlying
managers. By elimnating the Progress fee
| ayer, we're able to save approxi mately 40
percent of our fees.

' m happy to take any questi ons.

(Brief pause in proceedings.)

M5. KIM Hearing no questions
or comments -- Darlene, obviously, this is
Sarah Kim | amtaking over really briefly
for the Treasurer -- on the notion that has
been seconded, 1'lIl take a roll call, starting

fromthe top.

Bob?
MR, BROUSSEAU: Yes.
M5. KIM Paul Shanl ey?
MR, SHANLEY: Yes.
M5. KIM Carly Rose?
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MS. ROSE: Yes.
MS. Kl M Theresa McCGol dri ck?

Theresa, you're on nute.

M5. MC GOLDRICK: Sorry. Yes.
M5. KIM Ruth ElIlen?

MS. FITCH: Yes.

M5. KIM JimHearty?

MR HEARTY: Yes.

M5. KIM Dennis Naughton?

MR, NAUGHTON:  Yes.

M5. KIM Peter Monaco?

MR, MONACO  Yes.

M5. KIM | think |I can vote for

the Treasurer; yes.

TREASURER GOLDBERG But the
Treasurer is back.

M5. KIM Geat.

TREASURER GOLDBERG.  Yes.

M5. KIM So the notion has been
approved unani nousl y.

Thank you.

TREASURER GOLDBERG Dave, |
t hi nk you have another voting item here?

VMR GURTZ: | have one nore

45
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voting item
Do you want to read that notion?

TREASURER GOLDBERG  Yes, |

The next notion, | seek a notion of
t he approval of a new invest nent
reconmendati on, correct?
MR GURTZ: Yes.
TREASURER GOLDBERG Loom s
Sayl es TALF Strategy, that the PRI M Board
approve the Investnent Conmmttee's
reconmendati on to approve a conm tnment of up
to $250 mllion to the Loon s Sayles TALF
separ atel y managed account, SMA, as descri bed
in appendices | and J of the expanded agenda,
and further to authorize the Executive
Director to take all actions necessary to
effectuate this vote.
s there a notion?
MR. BROUSSEAU: So noved.
TREASURER GOLDBERG  That is Bob
Br ousseau.
And is there a second?

MS. FI TCH: Second.
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TREASURER GOLDBERG W have a
noti on. W have a second.

Take it away.

MR GURTZ: G eat.

So today we're recomrendi ng an
i nvestnent that stens directly fromone of the
many governnental stimulus prograns, the TALF
program

Many firms contacted us about this
potential investnent, but Loonm s Sayl es was
the first to call us. And | think that this
was a direct result of the teamletting our
key managers know that we at PRIMwant to be
their first call when investnment opportunities
ari se.

So Loomis is also willing to work
exclusively with us and create a separately
managed account just for us on this
opportunity when nost other nanagers are
creating co-m ngled TALF funds.

Wth that, Chuck is going to now

provi de an overvi ew of the TALF investnents and
nore info on Loom s.

MR. LA PCSTA: Thanks, Dave.
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So we are recommendi ng a TALF- based
program  TALF, which stands for "term

asset - backed securities loan facility,"” was
announced by the Fed March 23rd of this year.

TREASURER GOLDBERG. Hang on a
mnute. You're very staticy.

I s that because of using those ear
t hi ngs?

MR. LA POSTA: | don't know, but
| can take them out.
(Brief pause.)
MR, LA POSTA: So as | was
sayi ng, the TALF program was announced
March 23rd of this year, and the TALF program
is designed to help neet the credit needs of
consuners and snall busi nesses by supporting
i ssuance of asset-backed securities, or ABS.

The programis nodel ed after the TALF
1.0 program from March of 2009.

This programw || make up to $100
billion of nonrecourse, three-year term/|l oans
avai l able to borrowers secured by eligible AAA
rated, ABS securities.

The Fed recently announced the first
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subscription date wll be June 17, 2020, and
the programis set to expire and Septenber 30,
2020.

A summary of the TALF 2.0 terns can
be found on page 10 of the agenda.

As an exanpl e of how the program
wor ks, nanager agrees to buy $100 nillion
worth of newy issued AAA rated, three-year
TALF-el i gi bl e equi pnent | ease ABS securities,
at a yield of 2.2 percent.

Based on TALF gui deli nes, the nanager
woul d provide $6 nmillion, or 6 percent, to the
Fed and the Fed provides a three-year loan to
t he bal ance at a cost of 1.3 percent.

The net of earning 2.2 percent on
$100 mlIlion worth of asset-backed securities
and paying 1.3 percent on the TALF | oan
results in a 16 percent yield on the
$6 mllion invested capital.

The table on the bottom of page 10
gi ves exanpl es of other asset classes and how
t he yi el ds woul d work based on narket data
avail abl e earlier |ast nonth.

| nvestors in TALF 1.0 in 2009 were
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able to achi eve double-digit returns over a
short period of time, while taking on m ninal
credit risk, with early novers capturing nuch
of the value in the beginning stages of the
program

Based on recent market |evels for
TALF-eligi bl e assets, double-digit returns may
be available to first novers in the current
TALF program as nmany of the eligible asset
cl asses nodel out to yields between 10 and 33
percent based on the table in the agenda.

The primary risks to this strategy are
default, narket val ue change, prepaynent, and
executi on.

Defaults would erode returns, but all
assets wll be rated AAA and i ndependently
underwritten by Looms to limt the risk of
def aul t.

Additionally, Loom s is proactively
working with i ssuers with whom t hey have
| ongst andi ng rel ati onshi ps, to create
TALF-el i gi ble security for our portfolio.

Changes in market value will al so add

volatility to returns but do not trigger any
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margin calls within the terns of the TALF
| oan.

So they'll add volatility but will not
cause any external actions necessary in
mai ntai ning the portfolio.

For bear ance and ot her paynent
nodi fi cati ons may alter the pace of principal
paynents available to the AAA tranche of a
securitization, which may cause the asset
maturity to extend or contract and nmay alter
the yield available for investors during the
hol di ng peri od.

The final risk is execution. |In 20009,
only 35 percent of the capacity was utilized
bef ore the market opportunity went away.

Together with Looms, PRIMis
preparing to be anong the first novers and is
already along the way to getting invested on
the June 17 date when the program begins.

As Dave nentioned, this cane about on
a first call fromLoom s, but PRI M has had
many calls and e-mail exchanges with multiple
managers and we are recommendi ng Loom s for

the foll ow ng reasons:
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They have a |l arge fixed incone
presence. Loom s Sayles is a $270 billion
asset manager |ocated in Boston with a deep
history in fixed incone investing and is
focused on credit.

PRI M has had a | ongstandi ng hi story
wth Looms. Looms currently manages
$1.7 billion across core fixed incone and
hi gh-yi el d accounts.

The core fixed i ncone account has

recently experienced a 30-year anniversary. SO

again, a longstanding history with PRI M

There is a deep team supporting the
strategy and the strategy will be run by
menbers of the nortgage and structure finance
team which currently oversees $31.2 billion
I n assets.

The team consi sts of 21 professionals,
with an average of 14 years' experience across
portfolio managenent, strategist, trader and
anal yst functions.

The account will be co-managed by
Al | esandro Pagani, head of the nortgage and

structure finance team and strategi st M chael
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Meyer, each of whom have over 22 years
t oget her.

Finally, structure and fees.

Loonmi s has been wor ki ng excl usively
wth PRIMon this strategy and has agreed to a
separ ately managed account and a fee structure
that is both lower than initially offered and
conpares favorable to other simlar
strat egi es.

Wth that, | will take any questi ons.

TREASURER GOLDBERG  Are there
any questions at all?

MR. BROUSSEAU: Bob Brousseau.
Madam Treasurer, just a fast question to Chuck
or Davi d.

Were we involved in the TALF program
in 2008 to 2009? And if so, how successful
was it as far as PRIM s concer ned?

MR, LA POSTA: PRI M was not
involved in the first iteration of the
program

MR. BROUSSEAU:. So this is a new
venture for us?

MR. LA PCSTA: Yes.
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MR. BROUSSEAU. Thank you.

MR. LA POCSTA: You're wel cone.

TREASURER GOLDBERG  Any ot her
questi ons?

We have a notion.

MR. MONACO  NMadam Treasurer,
Pet er Mbnaco here.
TREASURER GOLDBERG H , Peter.
How are you?
MR MONACO  Good. Thank you.
| apol ogize if you covered this. |
was briefly distracted.

Just to nmake sure, the financing is
entirely termfinancing and it is conpletely
nonr ecourse to us?

MR. LA POSTA: Correct. It is
nonr ecour se and non- nmar k-t o- mar ket .

So there's no nargin variation as
mar ket val ues change. And nonrecourse to
PRIM There's only recourse to the underlying
assets to the extent that the $6 nmillion in
capital is contributed to support the asset in
t he exanple that |'ve given.

VMR. MONACO So this cones down
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to the credit work, whereupon which we depend
on Loom s?

MR. LA POSTA: Correct.

MR, MONACO. Thank you.

MR. LA POSTA: Inportantly, the
assets are rated AAA, which is the highest
credit quality and has the | owest expected
rate of default for that credit quality.

Again, Looms will do their
i ndependent eval uation of the credit to
further augnent that AAA rating.

MR MONACO Right. Because one
of the teachings of the last crisis was that
there were a lot of AAA securities which
probably shoul dn't have been rated AAA to
begin with.

MR. LA POSTA: Nevertheless, a
| esson | earned for sure.

MR. MONACO  Thank you.

TREASURER GOLDBERG.  Very good
poi nt, Peter.

Are there any other questions?
Heari ng none, we have a notion. W

have a second.

55

www.LexitasLegal.com/Premier Lexitas 888-267-1200




© 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 b W N B O

- May 21, 2020

56

now do a roll call vote.

Bob Brousseau?

Fitch?

McGol dri ck?

Monaco?

Naught on?

Shanl ey?

yes.

MR, BROUSSEAU. Yes.
TREASURER GOLDBERG. Ruth Ell en

MS. FITCH:  Yes.

TREASURER GOLDBERG  Jim Hearty?
MR HEARTY: Yes.

TREASURER GOLDBERG  Theresa

M. MC GOLDRI CK: Yes.
TREASURER GOLDBERG Pet er

MR. MONACO  Yes.
TREASURER GOLDBERG  Denni s

MR, NAUGHTON:  Yes.

TREASURER GOLDBERG  Carly Rose?
M5. ROSE: Yes.

TREASURER GOLDBERG Paul

MR, SHANLEY: Yes.
TREASURER GOLDBERG  Mysel f,
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The notion carri es.
Thank you.
MR. TROTSKY: Next is Eric and
Bill.
TREASURER GOLDBERG  Str at egy
group. Investnent strategy update and

portfolio conpletion strategies perfornmance

sunmmary.
There are will not be any voting itens
on this.
VMR. NI ERENBERG Good nor ni ng,
everyone.

|'mjust going to give you a quick
update on investnent strategies, strategic
asset allocation, and risk mtigation.
Starting with investnent strategy.
One inportant |l esson fromhistory is that you
should not drastically alter your investnent
strategy during a crisis. You build your
strategy ahead of tine to weather a crisis.
Si gni fi cant changes during turbul ent
times can often indicate that an invester's
risk or liquidity profile was wong to begin

Wi th.
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Fortunately, our overall investnent
strategy and asset all ocati on program has
served PRIM wel | during this unusual period
and we retain conviction in our strategic
phi | osophy and franewor K.

As a rem nder, we devel oped a robust
asset allocation plan designed to neet the
| egi sl atively mandated rate of return, while
al so reduci ng potential drawdown risk. G ven
t he extrene dislocations and narket noves
experienced, limting the PRIT Fund decline to
| ess than 10 percent in the quarter does
denonstrate the val ue of the approach.

In 2017, with Board approval, we
incorporated a risk mtigation sleeve into the
Fund to hel p manage downsi de ri sk, consisting
of an enhanced equity hedge and | ong-duration
Treasury STRIPS.

During the quarter, this conbined
program performed well, thanks to the
astoundi ng 30 percent return for STRIPS in the
quarter.

The mnus 3.5 percent quarterly return

for the risk mtigation sleeve far exceeded
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the mnus 11.6 percent return for a 60/40
portfolio and the mnus 13.1 percent return
for the risk parity index.

In addition, follow ng our annual
asset allocation reviewin 2019, with Board
approval, the core fixed incone allocation was
i ncreased to better bal ance the principal
conponent exposures at the PRI T Fund.

As part of that reallocation, over
$700 mllion was noved into STRIPS by June
2019. The fund benefited fromthat nove, which
was not a tactical call on interest rates, and
STRIPS returned nore than 37 percent for the
fiscal Year to date.

Mar kets are, of course, dynam c
t hough and a program desi gned during one
i nvestment era nmay not necessarily be
appropriate for the next.

Qur Strategy G oup, which now nunbers
eight investnent staff in total, have been
wor ki ng exceptionally hard to anal yze what has
wor ked and what hasn't during this crisis,
with a consistent goal of achieving a high

ri sk-adjusted return for the PRIT Fund.
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As the tectonic plates of the
investnment world shift, we will be both
opportuni stic and disciplined in eval uating
whet her any changes in investnent strategy or
asset allocation are warranted.

I'll stop there. |'m happy to
entertain any questions. |If not, | can turn
it over to Bill.

TREASURER GOLDBERG.  Any
questi ons?

Heari ng none, go right ahead, Eric.

MR. NI ERENBERG "1l turn it
over to Bill for the portfolio conpletion
Sstrat egies.
MR. LlI: Thank you Eric, this is
Bill Li.

Firstly, I would like to wel cone Joy

Seth again in joining our team Since Joy
started in March, it's been nearly two nonths,
but he has al ready proved tremendous help to not
only the teambut also to the overall PRIM

Regardi ng portfolio conpletion
strategies, I'mgoing to first talk about QL

per f ormance and nmar ket observati ons, and then
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| have an update of a specific managers to
bring to you.

So firstly, on perfornmance.

Portfolio conpletion strategies |ost
7.7 percent for the quarter, outperform ng
benchmark by 50 basis points.

&oing to detailed buckets within PCS,
real assets were flat, and Eric will comment
on that |ater.

St abl e val ue types of hedge funds,

whi ch account for the majority of PCS, was
down nodestly by 4.8 percent.

Di recti onal hedge funds, which by
desi gn have nore narket exposure, detracted by
15.5 percent.

Pockets of the gl obal nmarkets went
frozen in QL, specifically in March.

For instance, structured credit and
ener gi ng narket bonds were difficult to
transact towards the end of the nonth, WMarch,

even when the US treasury market already
managed to catch a breath.

As a result, sone nanagers specialized

in those subsectors suffered nmark-to-nmarket
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| osses or found it hard too properly nmark the
portfolio by quarter end.

It's worth noting that PRIM as a whol e
has m ni mal exposure to the liquidity-troubled
ar eas.

On the other hand, PRIMs nacro
relati ve val ue and event-driven nmanagers were
| ess i npacted. Those groups of funds
regi stered flat performance or even returned
positively for the quarter.

As part of the quarter-end rebal ance
menti oned by David Gurtz, we cautiously
depl oyed i ncrenental capital to a couple
obvi ous dislocations. O course, those were
pi tched by and inpl enented through existing
managers.

One opportunity resides in the market
treasuri es market where the spread between
sone securities becane extrenely lucrative.

Anot her notabl e sector is high-quality
liquid credits. Tenporary lack of liquidity
led to an imensely attractive yield, while
default risk of those sel ective papers

remai ned renote.
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As of md-May, we're already seeing a
positive P& fromthe aforenentioned trades.
Even t hough the top-offs were of a snaller
size, less than half a percent of the PRIT
Fund, this highlights the trust nanagers put
in PRRMs ability to capture opportunities.

Swi tching gears to an update that we
want to bring to you about New Yor k- based

Advent Capital, a nanager in PRIMs hedge
fund portfolio.

We | earned this week of a | awsuit
filed on Monday agai nst Advent Capital by a
former enpl oyee all egi ng gender discrimnation
and harassnent. The allegations in the

conpl aint regarding the conduct and cul ture of
the firmand its people are very troubling and
do not at all reflect the values and culture
of PRIM nor the standards we require of our

i nvest nent managers.

For this reason, we have decided to
termnate our relationship with Advent
Capital.

PRIM s investment with Advent Capital

is a convertible arbitrage mandate. It is in
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a separate account that was funded i n Decenber
2019 with an original allocation of
$150 mllion.

Since inception five nonths ago, the
per f ormance has been fine and we want to point
out that the term nation was not due to
per f or rance reasons.

Wth that, we're happy to answer any
questi ons you nay have.

TREASURER GOLDBERG.  Any
questi ons?

Any at all before we nove on to
private equity?

Heari ng none, thank you, Bill.

Eric, are you finished al so?

MR LI: Actually, 1"l let
Eric also comment on real assets.

TREASURER GOLDBERG  Ckay.
Sorry. Thank you.

MR. NI ERENBERG  Thank you,
Treasurer.

Just a coupl e of notes quickly on

agriculture.

As Bill nmentioned --

64

www.LexitasLegal.com/Premier Lexitas 888-267-1200




© 00 ~N oo o b~ w N P

N NN NN R R R R R R R R R R
A W N B O © 0 N O O A W N B O

- May 21, 2020

65

TREASURER GOLDBERG  There we
go.

Nei t her of us are | ooking over your
shoulder. W' re | ooking across the room But
for those who don't know what we're tal king
about, on our |Investnment commttee neeting,
Eric had a very funny photo of ne, basically,
smling and | ooki ng over his shoulder. He
replaced that with one | ater on of M chael
Trotsky, and | said, No, no, no, get rid of
him put me back.

So that's what that's all about. |
want to share the inside joke.

Go ahead, FEric.

MR. NI ERENBERG  Thank you.

Jgust real quickly on the agricultural side.

Bill nmentioned that the results were
flat for the quarter. The transition of the
agricul ture managenent to Prudential was
conpleted as of April 30, and that's gone
relatively snmoothly, so we're happy with that.

From a performance standpoint, as we

| ook ahead, obviously, many sectors of the
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econony have been hit hard by COvVID.
Agriculture is certainly one of those areas.

Qur portfolio shouldn't have, though,
any significant mark-downs in the com ng
quarter because of COVID, nostly because of the
type of crops we're in and the devel opnent
stages of many of the properties.

On the aviation side, we do have an
aircraft aviation | easing investnent that was
t hrough Si ghtway captial that was brought to the
board | ast year for approval.

That i nvestnent had done quite well up
until the start of the COVID crisis. Qbviously,
much of the aviation industry is grounded or
severely limted.

We do expect that there wll be sone
mar k- downs in the com ng quarter, though,
related to that investnent. But at this
nmonent, we do not know how extensive that wll
be.

MR. NAUGHTON: | have a

question, if | may.

This i s Dennis Naught on.
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| recently read that Delta was
di sconti nuing the use of the Boeing 777.

Does that have any inplication for us?

MR, NI ERENBERG  Thank you for
t he questi on.

No, it does not have any inplications
for us.

Qur aircraft |easing strategy focuses
on much younger airplanes, typically with an
average age of five to six years and also are
f ocused on the Boeing 737 and Ai rbus 320
nodel s, which are by far the nbst commobn
nodels within the aviation industry.

So even once travel starts to recover,
whenever it starts to recover, our airplanes
that we have are still very much the
wor khor ses of the gl obal aviation industry.
| think we're well placed in that respect.

Certainly, people who own these ol der
ai rplanes that are 20, 25 years old mght find
that there's no place for them especially if
it takes a while for air travel to recover.

VR, NAUGHTON: Thank you, Eric.
That ' s hel pful.
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MR. NI ERENBERG  Sure.

TREASURER GOLDBERG  Any ot her
questions or any other comments on portfolio
conpl etion strategi es?

W have a chat. | didn't check that.

Wio is -- Theresa MColdrick | oves the
picture and that was private. But since
already said we had a chat, | had to say what
it was.

Ckay. Thank you.

W will nove on to M ke Bail ey on
private equity.

MR. BAILEY: Thank you, Madam
Treasurer.

TREASURER GOLDBERG. Hang on one
second, M ke.

So what I'"'mdoing is trying to be
hel pful and set people up for what we're going
to cover.

We're going to have the performance
summary and the conm tnment sunmary. That will
be foll owed by one, two, three, four voting
i tens.

Ckay, then, hit it.
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MR. BAILEY: Thank you, Madam
Treasurer. Good norning, everyone.

" mgoing to touch on perfornmance, as
Madam Treasurer nenti oned, and then talk a
little bit about our outl ook for the
conm tments pacing before we turn to the
voting itenms that she nenti oned.

On performance, as M chael already
al luded, to private equity had a strong
one-year perfornmance at nore than 21 percent.

By the way, ny nane is M ke Bail ey,
Dar | ene.

We had a strong one-year performance
at 21.2 percent. And as you know, that
reflects the performance as of 12/31/19, prior
to the pandemi c that reached the United States
and started to affect the conpany's
performance only at the end of QL of 2020.

So as we |l ook forward, and as |
mentioned at the April 22 Investnent Conmttee
neeti ng, our guidance is that, based on the
past history in down-turns, we would expect to
realize about half of the public market QL

draw- down that we've already tal ked about this
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norning to inpact the private equity
portfolio' s performance over the next two
quarters. So for the June and Septenber
quarter.

And as | also nmentioned in April, the
teamis working on a franework to neasure and
eval uate the COVID-19 inpact on private equity
performance and on portfolio overall over the
| onger termand will report back to the Board
as we develop that insight in the future.

Talking a little bit about the
opportunity side, we're going to seek your

approval in a few nonments for al nost

$570 million of commtnents to new funds.
That will bring the commtnents year-to-date,
cal endar year-to-date to alnbost $1.3 billion

for more than half of the target that we
tal ked about in January, February of about
$2 billion for the cal endar 2020 conmit nment
t ar get.
As everyone on the call knows, that
cash is commtted to new funds and not used
i medi ately, because the private equity firns

under our structures have nmany years to
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invest that dry powder. And our expectation
is that this opportunity set is going to take
sone tine to devel op.

As we tal ked about in the Investnent
Comm ttee discussions, the private markets,

private equity and real estate take tinme to
adjust to new conditions.

So we think that activity, both buying
and selling activity, is going to slow down in
the private narkets.

As we tal ked about before, we've been
the beneficiary of selling activity exceedi ng
buyi ng activity in the past, and the portfolio
has generated liquidity as a result of sales
out paci ng buys. W think in the new
envi ronnent, as nmarkets begin to adjust, our
managers are going to position their

portfolios to take advantage of those new

mar ket conditi ons, and we woul d forecast that
buys woul d out pace sells. In other words,
managers W || be a net buyer of private equity
assets over the next few quarters while these
mar ket s adj ust.

And we're optimstic that that capital
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is being repriced in this new environnent to
better reflect the risk environnent than we
saw pricing reflect the risks in past quarters
when we tal ked about markets being nore
favorabl e for sellers than for buyers.

So we're optimstic that this new
capital wll be invested in an environnent
that's nore favorable for buyers.

So I'Il open it up to any questions or
comments on these itens.

TREASURER GOLDBERG.  Any
questions for M ke?

| have a conmment.

| find it very fascinating that you're
per cei ving sone of this as buying opportunity,
but I can see why.

MR, BAILEY: Thank you, Madam
Tr easurer.

TREASURER GOLDBERG  Any ot her
comments from fol ks?

Pet er ?

MR, MONACO Yes, nm'am

M chael , you know t he questi on.

Green, yellow, red light?
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MR, BAILEY: | did anticipate
t he question. W' ve been scrubbi ng that
pretty hard, Peter.

Let's start with the red. It's
| ooking 15 to 20 percent of the NAV in that
kind of red category; 25 to 30 in what we're
calling yellow |ight, cautious category; and
then 50 percent in a pretty solid green
category, based on a little nore work than we
had been able to do at the April 22 neeting.

MR. TROTSKY: For the rest of
the |listeners out there, can you kind of
describe that traffic |ight systenf

MR. BAILEY: Sure. O course.

So when this began, we began pretty
i ntense conmuni cations wth the private equity
firms, focusing on the | argest exposure, and
we worked with themto develop a franmework to
j udge what the nedium and | ong-termi npacts of
this pandem c and the stay-at-honme orders
woul d be.

One of the quick realizations was that
this is a pretty sector related. Depending on

what sector you're in, what sector the conpany
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is operating in, you have different inpacts.

So we divided it, just for ease of
reference, into the three categories.

W're calling red |ight, conpanies who
are severely inpacted by the pandenm c and
resulting stay-at-hone orders. Many of those
busi nesses were conpletely shut down. So
t hi nk about a restaurant business, a retailer,
a heal thcare services provider that was no
| onger able to see patients or custoners.
Revenue is going to zero. That's a red |ight
conpany.

A yellowlight-type business is one
where there are noderate inpacts that nmay, in
fact, just be tenporary. So think of a
busi ness who's providing services to small and
medi um busi nesses, as wel |l as | arger
custoners, who are seeing sone of their snal
busi ness custonmers put off orders or even go
bankrupt. So it's seeing sonme |ower growh or
| ower revenue prospects, naybe worse nargins,
but it's going to make it through the crisis
fine.

And then a green |ight business is one
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where the inpacts were really negligible or

t he business was, in fact, inpacted positively
by the environnent. So think there of a

busi ness that m ght be providing the

t echnol ogy that hel ps Zoom the application
we're using this nmorning, run nore
efficiently; tel ecommuni cations
infrastructure; data services; and busi nesses
| i ke groceries that, even though retailing
generally was hit very badly, groceries were
not. In fact, their revenue has i nproved.

So those are the kinds of franmeworks
we devel oped to break down the portfolio to
those three categories.

MR MONACO So if I could
foll ow up, then.

Maybe it's still too early, and with
apol ogy for the m xed netaphors, but if we
| ook under the hood of the red |ight bucket
and we draw a distinction, can we draw a
di stinction or disaggregate the portfolio
conmponents into those that have severe revenue
di sruptions and, therefore, are clearly red

| ight just based on that fact -- those on the
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one hand, and then try to separate out --
while they're all that way, right? Because
they're in that bucket.

MR, BAI LEY: Yes.

MR. MONACO But sone will have
t he resources on hand or the access to
financing to get themthrough even a very
| engthy period of red light disruption. And
others, quite frankly, are probably going to
have liquidity issues that could becone
i nsol vency i ssues.

So maybe a sinpler way to put it is if
15 percent of the portfolio is red light, what
part of the 15 at this point do you see as
possi bly being at risk of pernanent
i mpai r ment ?

MR. BAILEY: | think I should
def er and cone back with a nunber, because |I'd
rat her not specul ate on that.

I will give you a little guidance on
it verbally. And we have been doi ng work on
that, but | need to quantify it for you.

The work we've done is exactly al ong

the lines that you're saying. |It's really
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what's | ooking |ike what appears to be
happeni ng, Peter, is that part that we're
calling bright red or really severely inpacted
are conpanies that were suffering a bit from
oper ati onal or other chall enges going into the
crisis.

We had a handful of those in this
private equity portfolio; and conpani es that
are in severely inpacted sectors or serving
severely inpacted sectors, and one that cones
quickly to mnd is the energy sector.

So those are the two areas wthin the
15 to 20 that are going to be at risk of
"inpairnent” is the word we're using.

It's going to possibly not inmerge
fromthe other side, and we're not going to
get -- we're going to have a negative return

Let ne conme back to you and the Board
wWth a nore precise, quantitative view of how
much of that 15, but we've been trying to
devel op a sharper view on that. W're just
not quite done with it.

MR, MONACO  Appreciated. Fair

enough.
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MR. BAILEY: Thank you.

MR. SHANLEY: | have a questi on.

In this day and age, do we have any
type of exposure to any of the firns
devel opi ng vacci nes and anti bodi es?

MR. BAILEY: Thank you for that
question, Paul.

(Technology difficulty.)

MR. BAILEY: Yes, the direct
answer to the question, and thank you for the
question, is the fund does have exposure to
conpanies in the biotech sector, we tal ked
about that, drug discovery conpanies, working
hard to devel op therapeutics, including
vacci nes.

And one of those conpanies is a
conpany we have exposure to that is called
Moderna. We have exposure indirectly through
a fund that's managed by Fl agshi p Pi oneeri ng,
which you may recall is a |long-terminvest nent
in the private equity portfolio.

Moderna is working to devel op a
vacci ne for COVI D 19.

In fact, on Monday, many of you read
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t hat Moder na announced prom sing results from
trials of its COVID-19 vacci ne candi dat e.
We're pleased to be invested in this
Massachusett s- based conpany that is working on
t he vacci ne candi date, and we | ook forward to
updati ng you on its progress as we nove
forward here.
MR. SHANLEY: Thank you.
TREASURER GOLDBERG  Any ot her
questi ons?
Is it frozen? Wiy are peopl e not
speaki ng?
| said, Are there any ot her questions,
and then | heard Sue say sonet hi ng.
M5. PEREZ: You can take over,
Treasurer.
TREASURER GOLDBERG | think I'd
i ke to make one comment about Mbder na,
t hough, M ke, and | would |Iike your opinion on
this.
Yes, Monday was extrenely exciting
when they stated it. But |'ve actually read
sone -- | actually believe it was a Beth

| srael Lahey, a doctor commenting that people
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shoul d not get overly excited about this. So
| think that they felt that Mbdderna had been
overly enthusiastic in issuing those results.
So do we feel that that now could
potentially be a volatile investnent?
O to use Peter's analogy it | ooks
green, but it could be yellow or red?

MR. BAI LEY: | think that we
should -- | would prefer to cone back to you
on that, Madam Treasurer, if that's okay.

TREASURER GOLDBERG.  But were
you aware that there was a reaction?

At first it was very exciting. The
mar ket took off on this announcenent. And
t hen the next day, there was sone pull -back
fromother -- not pull-back from Mdderna, but
others threw cold water on it.

MR. BAILEY: Yes, | am aware of
that. | amaware of that. Yes, | am Madam
Tr easurer.

And | appreciate the question. | just
think I should cone back to you on that, if
t hat' s okay.
TREASURER GOLDBERG No, that's
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fine.

MR. TROTSKY: W don't know.
But having said that, we're extrenely pl eased
wth the results so far of Mbderna
i nvest nent .

TREASURER GOLDBERG R ght.

MR. TROTSKY: It's been nothing
short of astounding, and even if it pulls back
alittle, it will be nothing short of
ast oundi ng.

So biotech, by its nature, is a very
vol atile investnent space. And this is really
no different.

But | think I, for one, amrooting for
t he success of this vaccine, and | certainly
hope it's Mbderna and others that cone up with
a potential vaccine.

| was wat ching the news | ast night,
and there are sonething like fifteen different
vaccine trials right now, and Moderna i s just
one of them

TREASURER GOLDBERG  Yes.
mean, that whole space is going to be very

active. In away, | wsh w had investnents
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in additional |ike-Dbiotechs.
But anyway, so now are we ready for
our voting itens, M ke?
VMR. BAIl LEY: Yes, | think so.
I think four voting itens are
com ng up. And just so you know, M chael
MG rr wll take the first two, and then

Alyssa Fiore plans to take the second two.

TREASURER GOLDBERG. Al |
ri ght, then you there? So is Mike unmuted?

Mike, are you there?

MR, MCA RR: Yes.

TREASURER GOLDBERG. [|'m

going to seek a notion first, and this is for
CVC Capital Partners Fund VIII, L.P. that
the PRI M Board approve the |nvestnent
Conmmttee's recomendation to approve a
commtnent of up to 275 mllion euros to CVC
Capital Partners VIII, LP, as described in

t he expanded agenda, further to authorize the
Executive Director to take all actions
necessary to effectuate this vote.

|s there a noti on?
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M5. FITCH  So noved.
TREASURER GOLDBERG Mot i on
noved by Ruth Ellen Fitch.
Is there a second?
M5. MC GOLDRI CK:  Second.
TREASURER GOLDBERG l''msorry?
M5. MC GOLDRI CK:  Second.
TREASURER GOLDBERG.  Second by
Theresa M Col dri ck.
We have a notion. W have a second.
Go ahead, M ke.
MR. MCA RR  Thank you, Madam
Tr easurer.
This is Mchael MG rr speaking.
l'mgoing to present a foll ow on
i nvest nent opportunity to CVC Capital
Part ners.
We're recommendi ng a conm tment of up
to 275 mllion euros to CVC Capital Partners
Fund VIIl which will be a 20 billion euros
fund in aggregate conmtnents. W expect CVC
to have a final closing next nonth.
We have invested in seven prior CVC

funds and nade one co-investnent with this
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firmover the past 24 years.

CVC is a |l arge, global asset
managenent firm Fund VIIlI will continue to
target control-oriented i nvestnments in Europe

and in North Anmeri ca.

Fund VII1l will invest in |arge
conpanies with enterpri se val ues between 1 and
5 billion euros.

We expect Fund VIIT will nmake
approximately 40 investnents across a variety
of sectors, including healthcare, business
services, financial services, technol ogy
medi a, chem cals, consuner, retail, building
and construction, and nmanufacturi ng.

W' re excited to continue our
partnership with CVC for the foll ow ng
reasons:

One, the firms consistently strong
performance and attractive risk return
profile.

Two, CVC has a highly tal ented
organi zation with proven investnent skill.

And three, the firm has

wel | -established | ocal networks across its
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t ar get ed geogr aphi es.

Based on these attributes, we're
reconmendi ng an investnent up to 275 million
eur os.

|' m happy to take any questions or
comrent s.

TREASURER GOLDBERG  Any
questions for M ke?

Heari ng none, we have a notion. W
have a second.

" mready to take the vote.

Begi nni ng with Bob Brousseau?

MR, BROUSSEAU:.  Yes.
TREASURER GOLDBERG Ruth Ell en

Fitch?

M5. FITCH: Yes.

TREASURER GOLDBERG  Jim Hearty?

MR HEARTY: Yes.

TREASURER GOLDBERG  Theresa
McCGol dri ck?

M5. MC GOLDRI CK:  Yes.

TREASURER GOLDBERG Pet er
Monaco?

MR. MONACO  Yes.
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TREASURER GOLDBERG

Naught on?
MR, NAUGHTON:  Yes.
TREASURER GOLDBERG:
M5. ROSE: Yes.
TREASURER GOLDBERG
Shanl ey?
MR, SHANLEY: Yes.
TREASURER GOLDBERG:
yes.

The notion carri es.

86

Denni s

Carly Rose?

Paul

Mysel f,

l'mgoing to seek a notion that the

PRI M Board approve the Investnent Commttee's

recomrendati on to approve a comm tnent of up

to 175 mllion euros to Nordic Capital

Fund X,

L.P. as described in the expanded agenda, and

further to authorize the Executive Director to

take all actions necessary to effectuate this

Bob

vot e.
s there a notion?
MR. BROUSSEAU:. Bob Brousseau,
yes.
TREASURER GOLDBERG
Brousseau wll do the notion.

www.LexitasLegal.com/Premier Lexitas

888-267-1200




© 00 ~N oo o b~ w N P

N NN NN R R R R R R R R R R
A W N B O © 0 N O O A W N B O

- May 21, 2020

And Dennis, are you doing the second?
MR. NAUGHTON: |'m happy to do
t hat, Madam Chair.
TREASURER GOLDBERG Denni s
Naught on i s the second.

So we have a notion. W have a

second.

Go ahead, M ke.

MR MCA RR.  Thank you, Madam
Treasurer. This is Mchael MG rr again.

And now we're going to present another
foll owon opportunity, this tinme with Nordic
Capi t al .

Staff is recommendi ng a conmm t nent of
up to 175 mllion euros to Nordic Capital
Part ners Fund X

Fund X will be 5 billion euros in
aggr egat e si ze.

We've invested in five prior Nordic
Capital funds, and we've nade one
co-investment with Nordic Capital over the
past 17 years.

Nordic Capital is one of the ol dest

private equity firms based in the Nordic
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region. Fund X will target conpanies
operating primarily in the healthcare and
fi nancial services sectors.

The firmtargets conpani es based in
Nort hern Europe, primarily in the Nordic and
DACH regions. These regions are fragnented by
| anguage, culture, political boundaries, which
lend itself well to Nordic Capital's regiona
i nvest ment appr oach.

Nordi ¢ Capital has had the nobst
success investing in its healthcare sector,
where it takes a nore gl obal approach.

Fund X will target buyouts of
conpanies wth enterprise val ues between 250
mllion euros and a billion euros.

The firm expects Fund X to make at
| east 15 platforminvestnents and will seek to
be the lead in nearly all of its investnents
in order to influence the conpany's strategic
di rection.

We're excited to continue our
partnership with Nordic because of the firms
di sci plined i nvest nent approached t hat

i ncreases performance and reduces ri sk.
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Nordi c targets businesses wth strong
earning's, growh characteristics, located in
the Nordic regions of Northern Europe. The
firmhas well-established presence in each of
t hese markets.

Nordi c has a highly tal ented

organi zation with proven investnent skill, and
we believe Fund X will provide the PRIT Fund
an active risk-termprofile, including
opportunities for PRIM s co-i nvest nent
portfolio.

Based on these attributes, we're

reconmendi ng an i nvestnment of up to
175 mllion euro to Nordic Capital Fund X
| ' m happy to take any questions or

comrent s.

TREASURER GOLDBERG.  Any
questions or conmments on this?

MR, BROUSSEAU. Yes.

TREASURER GOLDBERG Bob?

MR, BROUSSEAU. Bob Brousseau.

Just a coment and it's not a

questi on.

| know M chael said earlier that we

89
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have probably over 100 people who are
observing this neeting. | think sonetines
they may feel there's a | ack of questions from
Board nmenbers on sone of these investnents.

| think it's inportant to recognize
that these two conmpanies, |ike CVC and Nordi c,
we have had investnents with them goi ng back
as far as 20 years, and these conpani es have
been very successful and have been sone of the
best producers in our private equity
portfolio.

So if people feel there's a | ack of
questions, it's not because of the investnent.
The investnent has been so successful in the
past that probably we do not have a | ot of
questi ons regardi ng these conpani es once we've
read the material that M chael has presented
to us.

Thank you.

TREASURER GOLDBERG  Thank you,
Bob.

Any ot her comrent s?

VR, NAUGHTON: | have a comment,

Madam Treasurer, just follow ng up on Bob's
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comrent .

In addition to previ ous experience
t hat we have had with many of these investment
groups, also, there's a great attendance of
t he Board nenbers at the Investnent Committee
meeti ngs where all of these things are
di scussed i n-depth and peopl e have had an
opportunity to question.

Bob's point is well taken as far as
peopl e m ght not know those things and what we
do ahead of the neeting.

TREASURER GOLDBERG  Thank you.

Any ot her comments from fol ks?

All right. Then, we'll take the vote.

We're ready for the roll call.

Bob Brousseau?

MR, BROUSSEAU: Yes.

TREASURER GOLDBERG Ruth Ell en
Fitch?

MS. FITCH: Yes.

TREASURER GOLDBERG  Jim Hearty?

MR, HEARTY: Yes.

TREASURER GOLDBERG  Thank you.

Theresa M Col dri ck?
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M5, MC GOLDRI CK: Yes.
TREASURER GOLDBERG Pet er

Monaco?

MR, MONACO  Yes.

TREASURER GOLDBERG Denni s
Naught on?

MR, NAUGHTON: Yes.

TREASURER GOLDBERG. Carly Rose?

MS. ROSE: Yes.

TREASURER GOLDBERG Paul
Shanl ey?

MR, SHANLEY: Yes.

TREASURER GOLDBERG Mysel f,
yes.

The notion carri es.

Thank you.

We have El ysian Capital on deck, and
this is for a new investnent recomendation
for Elysian Capital I11.

| would seek a notion that the PRI M
Board approve the Investnent Committee's
recommendati on to approve a comm tnent of up

to 60 mllion pounds to Elysian Capital 111,

L.P., as described in the expanded agenda and
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further to authorize the Executive Director to
take all actions necessary to effectuate this
vot e.
Is there a notion?
M5. FITCH  So nove.
TREASURER GOLDBERG  That was
nmoved by Ruth Ellen Fitch.
s there a second?
MR. BROUSSEAU:. 1'll second
t hat. Bob Brousseau.
TREASURER GOLDBERG  That was
seconded by Bob Brousseau.
Al yssa.
M. FIORE: Thank you, Madam
Treasurer.
It's great to see everyone this

nor ni ng.

So I'mpresenting on Elysian Fund I11.

This is a new i nvestnent for PRIM W are

reconmmendi ng a conmtnment of up to 60 mllion
pounds.

Elysian is raising 300 mllion pounds
for Fund I11.

The firmwas founded in 2007 and i s
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| ocated in London.

El ysian invests in small buyouts in
the UK and Ireland, targeting conpanies wth
an enterprise value of |l ess than 100 mllion
pounds.

As we shared with you all before, one
of our teanmis goals is to increase exposure to
smal | and m ddl e market buyouts.

El ysian has a talented i nvestnent team
of nine investnment professionals, as well as
two i n-house operating partners. The firm has
strong sourcing capabilities and deep coverage
in their target markets.

Wiile the firmis based in London,

El ysi an has a regi onal presence throughout the
UK, which helps to generate differentiated
deal fIl ow.

El ysian's investnment strategy targets
busi nesses that have the opportunity to grow
t hrough operational inmprovenents. The firm
has deep expertise in inproving conpany
operations and driving inprovenents by
i npl ementing KPI's, inproving business

functi ons, such as sal es and narketing, and
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hel ping their portfolio conpanies wth
product or geographi c expansi on.

There are al so portfolio conpanies

t hat have never conpl eted add-on acqui sitions
before, and this is sonething that Elysian is
able to help their portfolio conpanies
execut e.

The firmhas a strong track record of
wor ki ng wi th managenent teans to transform
busi nesses and create sharehol der val ue.

So, again, we're recommendi ng a
comm tment of up to 60 mllion pounds.

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

TREASURER GOLDBERG  Are there
questions for Al yssa?
MR. MONACO Peter Monaco here.

Al yssa, often conpani es of these
sizes, often, so hardly always, they tend to
be famly founded and controll ed.

Is that generally the case here?

And in cases where it is the case, is
El ysian truly partnering wth managenent and

requiri ng a managenent and controlling
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shareholder to roll a portion of their equity
into the deal to align interests?

V5. Fl ORE: Thank you, Peter,
for the question.

Peter, Elysian is working
wth a lot of famly-owned busi nesses or
founders, and their investnent strategy really
resonates with these types of business owners.

Because of that, to answer the second
hal f of your question, Elysian is doing buyouts
- these are controlled deals, and oftenti nes
the nmnagenent teans are rolling equity and
are really invested in seeing their business
grow under Elysian's ownership.

MR, MONACO. Thank you

M5. FIORE: Thank you for the
questi on.

TREASURER GOLDBERG  Any ot her
questions for Alyssa?

Hear i ng none.

We have a notion. W have a second.

| will now proceed to do the vote.
Bob Brousseau?

MR, BROUSSEAU: Yes.
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Fi t ch.

McCGol dri ck?

Mbnaco?

Naught on?

TREASURER GOLDBERG: Ruth Ell en

M5. FITCH: Yes.

TREASURER GOLDBERG  Jim Hearty?
MR, HEARTY: Yes.

TREASURER GOLDBERG  Theresa

M5, MC GOLDRI CK: Yes.
TREASURER GOLDBERG Pet er

MR, MONACO  Yes.
TREASURER GOLDBERG  Denni s

Denni s?
MR, NAUGHTON: Yes.
TREASURER GOLDBERG Thank you.

Carly Rose?

Paul

Carly?
MS. ROSE: Yes. Can you hear

TREASURER GOLDBERG  Yes.

Shanl ey?

MR, SHANLEY: Yes.
TREASURER GOLDBERG  Mysel f,
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yes.
The notion carri es.
Thank you very nuch.
And the next one belongs to Al yssa
al so.

This is a co-investnent manager that |
seek a notion that the PRI M Board approve the
| nvestnent Commttee's recommendation to
approve the addition of Elysian Capital to the
Boar d- approved bench of co-i nvest nent
managers, and further to authorize the
Executive Director to take all actions
necessary to effectuate this vote.
In a way, we could have done the two
together. W didn't, so here we are.
So is there a notion?
MR. NAUGHTON: So noved.
MR. BROUSSEAU:. Second. Bob
Br ousseau.
TREASURER GOLDBERG  So that was
noved by Denni s Naughton and seconded by Bob
Br ousseau.
Al yssa.
M5. FIORE: G eat.
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So this is just in connection
w th our approval of Elysian, the new
commtnent. dven that they are a new manager
for PRRM we would like to put them on our
co-investnment bench. So if there's an
opportunity for PRRMto co-invest with
El ysi an, they woul d be on the approved manager
list.
TREASURER GOLDBERG.  Any
questions for Alyssa?
It sounds like there isn't, so I'm
goi ng go aBehdBaodsdeatfie vot e.
MR, BROUSSEAU. Yes.
TREASURER GOLDBERG Ruth Ell en

Fitch?

MS. FITCH: Yes.

TREASURER GOLDBERG  Jim Hearty?

MR HEARTY: Yes.

TREASURER GOLDBERG  Theresa
McCGol dri ck?

M5. MC GOLDRI CK:  Yes.

TREASURER GOLDBERG Pet er
Monaco?

MR MONACO Yes.
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TREASURER GOLDBERG  Denni s

Naught on?
MR, NAUGHTON:  Yes.
TREASURER GOLDBERG Carly Rose?
M5. ROSE: Yes.
TREASURER GOLDBERG Paul
Shanl ey?
MR, SHANLEY: Yes.
TREASURER GOLDBERG Mysel f,
yes.

The notion carri es.

Thank you, Al yssa.

And |l et ne get back to the expanded
agenda.

So we're noving on to real estate and
Ti nber| and perfornmance sunmary.

Tim

MR, SCHLI TZER.  Good nor ni ng.

Darlene, I'm Tim Schlitzer.

Nice to see you all.

So we have no voting itens for this
cycle. W just want to give you an update on
the real estate and Ti nmberl and portfolio,

representing 14 percent, approxinmately, of the

www.LexitasLegal.com/Premier Lexitas 888-267-1200




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N B O © 0 N O O A W N B O

- May 21, 2020

101

fund.

So |i ke our coll eagues, we continue to
track market devel opnents and nonitor current
and forecast deviations fromour 2020
oper ati ng pl ans.

Christina has played a critical role
in this work and will present what is really
just a snapshot of a broader set of
information in just a few m nutes.

Qur capital allocation plans for the
year are generally paused at this point until
we have a better sense of where rents, tinber
prices, and capital market pricing stands.

In the nmeantine, we continue to review
acquisition opportunities. But, really, |
think just to get a sense for where pricing may
be, and | guess with the hopes that an
attractive opportunity may arise, but we are
bei ng pati ent.

In the mdst of this, I think we do
feel pretty good about the fact that PRIMs
exi sting portfolio does contain high-quality

assets wth significant control and | ow
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| ever age.
| have Eric's remarks in mnd, as I
said, and | think that this is a great | ong-
term approach in both good and tougher narkets
li ke we're in now.

So just touching on first quarter
performance and starting with total real
estate, which returned 1.3 percent for the
year, that's 102 basis points above benchnark.
Returns were negative 4.3 percent for the
quarter.

Private real estate returned 7 percent
for the year. That's 57 basis points above
t he NCRElI F benchmar k.

Qut perfornmance actual ly increases by
anot her 114 basis points when we unlag the
benchmark. So we nove that one-year period up
to the actual March 31 return as recently
publ i shed.

The private portfolio returned 1.5
percent for the first quarter. W are just
begi nning the @ valuation work, so | do not
have anything to report there.

REI T performance. RElITs returned

102
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negati ve 20.5 percent for the prior year, 290
basi s poi nts above benchnmark. The QL return
was negative 25.9 percent. That's 246 basis
poi nt s above benchnar k.

Just touching on Tinberl and.
Ti mber|l and was down 1.5 percent
year-over-year. That's 284 basis points bel ow
benchmark; down 1 percent for the first
quarter. There was no change after unl aggi ng
t he benchmar k here.

Just as a rem nder, our nmanager in the
Pacific Northwest did have a negative return
of 4.7 percent in Decenber, which was the
result of appraisal wite-downs. | know we
tal ked about this at the previous set of
neet i ngs.

So while we did see | ower market
prices for Tinber in the Pacific Northwest, we
do attribute nuch of the wite-down to
nmet hodol ogy changes after an apprai ser
rotation.

And then in terns of first quarter

results in tinber, there were no val uation

changes. The negative return is primarily

103
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attributed to currency translation on our
Australian i nvestnent.

So | know that's a brief overview of
performance. Again, | want to hand it over to
Christina, who I think has a | ot of insight
into what's happening wthin the portfolio
currently.

| ' m absol utely happy to answer any
questions to the extent that there are any.

Christina, do you want to take it
awnay.

MS. MARCARELLI: Thank you, Tim
Again, ny nane's Christina Marcarelli.

Good norning, everyone. It's
good to see everybody today.

As Timnentioned, | would like to
touch on sone operational capital markets
topics that are pertinent to the real estate
and Ti nberland portfolios, particularly as it
relates to Covid-19.

' mgoing to keep nmy comrents
relatively brief, but |I'm happy to answer any
questi ons.

Starting with real estate with respect
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to transactions. W' ve seen very little
private real estate transaction activity in
the recent coupl e of nonths.

We have one ongoing core real estate
acquisition. However, PRIMat this tine has
no financial obligation to transact.

We're in an extended due diligence
period, waiting for sone additional market
i nformati on before commtting any
nonr ef undabl e dol | ars.

We're also tracking rent relief
requests on an ongoing basis. Retail tenants

make up the majority of the rent relief
requests. Most of these are small, |ocal, or
regi onal tenants.

As a rem nder, retail properties make
up less than 14 percent of PRIMs private real
estate portfolio, a relative underweight to
t he benchmar k.

Fewer requests are coming fromoffice
tenants, approximately 15 percent of total
requests, but these tend to be | arger and nore
concentrated and are coming fromtenants that

are involved in heavily impacted sectors, |ike
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el ective healthcare and entertai nnent.

The approach to all of these requests
is case by case. Qur nmnagers are revi ew ng
financial statenments, speaking with tenants
directly, offering informati on on the CARES
prograns that are available wth the goal of
negoti ating rent deferral to provide sone
near-termrelief to these tenants.

The rent relief inpact on
multi-famly is being tracked carefully as
wel | .

April rent collections are off
conpared to this tine |ast year, but we do
appear to be outperform ng the broader narket.

There was sone concern that My
multi-famly collections would be worse than
April. That doesn't appear to be case.

Rent coll ections across PRI M s
portfolio, as well as the broader narket, are
inline with or in sone cases slightly better
than April, which is encouraging.

I'll note that the situation, though,
is evolving daily and weekly, but the pace of

new requests has slowed considerably. W
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don't yet know the ultinate inpact that this
w ||l have on our cash flow, but the dollar
amount of rent relief currently being
requested is relatively small, roughly 4
percent of the total annual revenue expected
for the year

Touching briefly on sone of the
operational and capital narkets issues we've
been seeing across the portfolio.

In the office sector, nost buil dings
are open and operating, but of course, with
very |low foot traffic.

Property managers are now devel opi ng
procedures for operating buildings once nore
peopl e begin comng to the office as
stay-at-home orders are |lifted.

From a val uati on perspective, |ong-

term demand for office could be inpacted. A
shift toward working from honme could create
sone headw nds to demand but could be offset
by the need for nore square footage per

enpl oyee; a reversal of the densification that
we' ve been seeing in recent years within

of fi ce spaces.
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For apartnments, which is roughly 30
percent of the private real estate portfoli o,
anmeni ties spaces are all closed, |easing
traffic is down significantly and is al
virtual at this point.

We are seeing higher renewal
per cent ages, which is good, but market rent
grow h is slow ng.

W may see a positive inpact to supply
and denmand, as any new construction project
not yet underway nmay experience del ays.

The retail sector has the | owest
collection rate for April and May, which is
not surpri sing.

Grocery-anchored nei ghborhood retail,
whi ch makes up nost of PRIM s retai
portfolio, will continue to be favored; and I
know M ke referred to this earlier, grocery
stores are doing quite well right now.

I ndustrial real estate, lastly, which
is 23 percent of the portfolio and a rel ative
overwei ght remains well positioned and w |
continue to benefit from e-comerce demand and

a greater need for ommichannel supply chains.

108

www.LexitasLegal.com/Premier Lexitas 888-267-1200




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N B O © 0 N O O A W N B O

- May 21, 2020

109

However, sone of the smaller,
nul ti-tenanted properties where you have
greater exposure to sone of the nore heavily
i mpacted industries will be chall enged.

Capital projects across all property
types across the portfolio are largely on
hold. This would include roof replacenents,
el evator nodifications, upgrades to commopn
areas, the exception being those projects that
are deened essential and may serve a security
need or those projects that were ongoi ng prior
to Covi d.

['1l nmove quickly to Tinberl and.

There has been a reduction in | ogging
capacity and reduced operating hours at nost
mlls, as a response to decreasing denand for

saw tinber. This has led to | ower
expectati ons for harvest volume.
Conversely, though, there has been an
increase in thinning procedures to provide
addi ti onal pul pwood for pulp and paper mills.
So while we've experienced softness in
solid wood products markets, we've actually

seen an increase in demand for pul p and paper
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as we think about production of tissues,
toil et paper, nedical protective gear, face
masks, and the |ike.

So our managers are review ng 2020
operati ng budgets for each property and wl|
make adjustnents as nore information is
gathered; but as with real estate, the
situation is very fluid, so a reeval uation of
budgets wi Il be ongoi ng.

And with that, |I'm happy to answer

any questions or any conmments that anyone has.

TREASURER GOLDBERG  Any
questi ons?

MR. NAUGHTON: Good nor ni ng,
Chri sti na.

| don't know to what degree you can

comment on this, but |I've been wonderi ng what
responsibility -- could you conment what
responsibility, if any, wll we have to carry
out the nodifications required by Covid
regul ati ons across the state in our real
estate area?

M5. MARCARELLI: Are you

speaki ng about specific changes maybe within

110
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bui l dings to address certain --

MR. NAUGHTON: That's correct.

M5. MARCARELLI: -- or are you
speaki ng about the | ease ternf

MR, NAUGHTON: No, |'m speaking
of the actual nodifications to the buil ding.

MS. MARCARELLI: Sure,
nodi fications to the building. It's a good
questi on.

So as landlord, we will have to
make every effort that we need to to nake
bui | di ngs operate functionally and to all ow
tenants to be able to use the space.

We're nonitoring this and all of our
managers are nonitoring this, and we're trying
to determ ne what sort of new normal is going
to be as far as how -- specifically office
bui | di ngs where you have tenants sharing
el evators and conmmon areas and things |ike
that, and multi-famly properties as well,
what anenity spaces m ght | ook I|ike.

So this is ongoing. W don't yet know
what that cost will be or what |andlords wll

have to do versus changes that wll have to be
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made to specific tenant spaces.

But it's certainly sonething that
we're | ooking at and we're nonitoring and
we'l | keep everyone up to date as we nove
al ong.

MR. NAUGHTON: Just a foll ow up
questi on.

So if we have to nake extensive
nodi fi cations, are there any -- is there any
tax relief that's going to accrue fromthat?

M5. MARCARELLI: | don't know
that | can comment on that at the nonent.

| don't know if there will be
any tax relief. But again, it's all part of
the process and all part of us trying to
under st and and our managers trying to
under stand what this new normal is going to
| ook I'i ke and how this is going to affect
| andl ords and tenants ali ke.

MR. NAUGHTON: Thank you very
much.

M5. MARCARELLI: Sure. Thank
you.

TREASURER GOLDBERG Ckay. Any
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ot her questions?

MR. BROUSSEAU: Bob Brousseau,
Madam Tr easur er

One question, Christina.

We know the hospitality industry has
been really inpacted and probably w |
continue to be inpacted probably for the near
future.

Do we know how that could inpact our
real estate holdings if this continues to be a
very concerned area?

MS. MARCARELLI: Sure.

We don't have any exposure to
hotels in our private real estate portfolio.
We do have sone exposure in our REIT
portfolio, and that has been affected.

| don't have the nunmber off the top of
ny head as far as how nuch we have in our REIT
portfolio, and Timcan junp in if he knows,
but we can get you that information.

To be clear, on the private rea
estate portfolio, we have no exposure to
hot el s.

MR. BROUSSEAU. Thank you.
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TREASURER GOLDBERG ~ Any ot her

questi ons?
That actually -- unless, Tim you're
com ng back, that would be it for real estate

and Ti nberl and, correct?

MR, SCHLITZER | think we're
done.
Thank you, Madam Treasurer.
TREASURER GOLDBERG  Then we
w |l nove on to the finance and adm ni stration

report, and the first itemis a voting item

the draft of the fiscal year 2021 operating

budget .

To keep with the fornmat |1've been
doing already, I'mgoing to seek a notion and
a second, and then | will let you take it
away.

So | would seek a notion that the PRIM
Board approve the Adm nistration and Audit
Conmttee' s recommendati on to approve the
draft fiscal year 2021 PRI M operati ng budget,
as described in Appendi x L of the expanded
agenda, and further, to authorize the

Executive Director to take all actions
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necessary to effectuate this vote.
s there a notion?
MR. BROUSSEAU:. Yes. Bob
Brousseau. | nove the budget -- nove the
not i on.
TREASURER GOLDBERG  That was
Bob Brousseau with the notion.
Who is doing the second?
MR NAUGHTON: | will second.
Denni s Naught on.
TREASURER GOLDBERG Denni s
Naught on for the second.
Go ahead.
MR. FALZONE: Good norni ng,
everyone. Good norni ng, Madam Treasurer.
It's nice seeing you all today.
This is ny only voting item
| put the budget on the screen so that
you woul d have something to refer to as we go
t hr ough our presentati on.
So while this is an annual exerci se,
it's anything but routine.
The budget is a significant

undertaking and requires a | ot of work and
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i nput frommany different areas of the
organi zati on and t he teans.

W were in the mddle of this process
when t he organi zati on noved to a renote work
force due to the pandem c.

| just want to say that |'m proud of
my team and the entire organi zation, how t hey
adj ust ed, adapted, and didn't m ss a beat.

| want to thank Deb Coulter, PRIMSs
Chi ef Financial Oficer; Dan Eckman, PRI Ms
Director of Finance and Adm ni stration; al ong
wth their teans and all the other staff
menbers that contributed to what we're goi ng
to be presenting.

|'d also be remiss if | didn't thank
Mchelle Wtkes, PRRMs Director of Human
Resources, for her guidance as we navigate
pretty much uncharted waters. She joined PRI M
at a very challenging tine. | couldn't be
happier with her contri buti on.

| have to give a quick shout-out to
t hose fol ks.

As | normally do, |I'mgoing to nake

sone very general comments and then pass it
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off to Deb to provide nore detail

As a rem nder, PRIMs annual budget is
desi gned to provide an estinmate of our
expenses and costs for fiscal year 2021.

We don't budget PRIM s incone or
i nvestment returns, which are extrenely
difficult, if not inpossible, to predict.

So the budget summary: The total

fiscal year 2021 is projected to be $431.5
mllion or 55 basis points of the projected
average PRIT Fund asset. That asset |evel was
$78.5 billion when we started the budget
process.

We had to use the nost up-to-date
nont h-end figures, which was February. So
that's where the $78.5 billion nunber cones
from | know we had a dip in the market but

then we canme back up again, so | think we're

still in a good spot. | think that we're stil
in line with what our budget is. | don't think
we' | | have any i ssues.

As you know, nost of PRIMs fees
relate directly to assets. So higher assets or

hi gher all ocation to nore conpl ex assets
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result in higher fees.

As a result, the fiscal year 2021
budget is 1.6 percent or $6.7 million |arger
t han fiscal year 2020's budget. Most of that
has to do with asset grow h.

So, again, PRIMs budget is conprised
of three sections. You have the investnent
managenment fees, the third-party service
provi ders, and operati ons.

So beginning with the investnent
managenent fees section, these are vari able
costs that are based on the val ue of our

I nvestments. When our investnent values rise
or fall or transition from passive to nore
active strategies, our costs are impacted
either up or down, increase or decrease.

The PRI T Fund asset allocation drives
our investnent managenent budget.

One thing | nention every year,
because | think it's inportant to note, is
that the size of any particul ar asset
al l ocation or asset class does not directly
relate to the size of the expense.

For exanple, global equities, which is

118
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PRIM s | argest asset class with an all ocation
bet ween 34 and 44 percent, but is third as far
as budget ed expenses due to availability and
passi ve managenent in that area.

If you contrast that to private
equity, which has a snaller allocation range
of about 10 to 16 percent, it happens to be
our nost expensive asset class and
hi storically our highest returning asset
cl ass.

There's currently no way to passively
replicate it and, therefore, private equity
requires much nore of our budget to inplenent
our private equity prograns.

So these i nvestnent managenent fees
make up about 91 percent of the total budget,
about 50.1 basis points.

These fees are paid to each of our

I nvest nent nmanagers to manage the assets of the
PRIT Fund. These funds are grouped by asset
cl ass.

As a rem nder, no perfornance fees are

projected in the budget. Again, that woul d

nmean that we could forecast future perfornmance.
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The second section of the budget is
third-party service providers.

These are the projected fees that are
advi sors, consultants, custodi an, audit, tax,
| egal, risk, and al so our investnent tools.

These funds -- these fees sumto
$19.3 million or 4.5 percent of the total
budget, about 2 basis points.

The | ast section is PRIM s operations
expenses. And this includes PRIMs staff
conpensation, benefits, rent, insurance,
conput ers, technol ogy, and ot her expenses
necessary to run the PRI M agency.

The operati ons budget sumis about
$18.9 mllion, 4.4 percent of the total
budget, which is about 2.4 basis points.

We al ways budget 100 percent incentive
hurdl es to be conservati ve.

And Deb Coulter is going to provide
nore detail and highlights on some of the
changes in the sections that | spoke to.

Deb, 1'Il hand it off to you.

MS. COULTER  Thank you.

I'lIl be giving you an overvi ew of the
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changes in the three sections of the budget 121
t hat Tony di scussed.

Overall, you'll see that the total
budget is only changi ng by about $6.7 nmillion,
or 1.6 percent, year over year.

The | argest percentage changes are in
the third-party service provider and
operations section, reflecting the various
initiatives outlined in our annual plans,
such as increased staffing, additional
anal ytical tools, and new research
initiatives.

So in the first section, you'll see
t hat i nvestnent nanagenent fees are
increasing by approximately $4.5 nillion,

or 1.2 percent.
As you all know, Project Save is

sonething that's firmy enbedded in al
aspects of our business, but especially when

it conmes to managenent fees.
Over the past few years, we've

noved toward | ower fee structures, |ike
separately managed accounts w thin our PCS
portfolio, no-fee private equity co-

i nvestnents, and direct real estate

i nvest nents. _
Those noves are reflected i n next
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year's budget as well as we continue to source
and transition assets.

The | argest differences year over
year in ternms of dollars are in private equity
and PCS, with an estinmated $13 nillion
increase in private equity fees due to a
projected increase in assets in this asset
class, and a projected $6 million decrease in
PCS fees due to the liquidation of our risk
prem a assets and a continued nove to
separatel y managed account s.

In the second section of the budget,
third-party service provider fees, those are
i ncreasing approximately $1.1 mllion, or
6 percent.

As you may renenber, |ast year we
budget ed anpbunts for specialized software and
tools for each asset cl ass.

As the conplexity of the portfolio
continues to grow, so does the need for nore
robust analytical tools. The nmpjority of the
increase in this section is attributable to
fees for those tools, as well as new

initiatives that will be |led by our research
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team This section also includes fees for our
new operational due diligence provider that
was approved back in 2019.

So in the | ast section, operations,
you'll see that this budget has increased by
$1.2 mlIlion, or about 6.5 percent.

The majority of this increase has been
conpensati on and enpl oyee benefits. As you
all know firsthand, continuing to hire tal ent
for PRRMs teamis often a topic at conmttee

and board neetings. The annual plans of each
teamreflect the hiring of nore staff.

As a result, the fiscal '21 operations

budget accounts for this projected increase.

That represents the mpjority of the

change in that section.

Before | wap up, | just want to
mention, preparing the budget requires input
fromevery team and especially this year where
ever ybody worked renotely and had to gat her
all the information. | just want to shout out
to Dan Eckman and Sara Coel ho on ny team
They did a great job pulling everything

together. | want to thank everybody for their
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efforts.
Wth that, we would be happy to answer
any questions you have.
TREASURER GOLDBERG  Are there
questions for Tony or Deb on the budget?
Heari ng none, we do have a nobtion and
we have a second.
I|'mgoing to take the vote.
Bob Brousseau?
MR, BROUSSEAU. Yes.
TREASURER GOLDBERG Ruth Ell en

Fitch?
M5. FITCH  Yes.

TREASURER GOLDBERG  Jim Hearty?

MR, HEARTY: Yes.

TREASURER GOLDBERG  Theresa
McCGol dri ck?

M5. MC GCLDRI CK:  Yes.

TREASURER GOLDBERG Pet er
Monaco?

MR, MONACO  Yes.

TREASURER GOLDBERG Denni s
Naught on?

MR NAUGHTON: Yes.
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TREASURER GOLDBERG  Carly Rose?
M5. ROSE:  Yes.
TREASURER GOLDBERG Paul
Shanl ey?
MR, SHANLEY: Yes.
TREASURER GOLDBERG Mysel f,
yes.
The notion carri es.
Thank you.
Now we have a few nore itens. They
are nonvoting itens. So that would be the
| ast voting itemwe have for this neeting.
But we wll now tal k about the
reconmendati ons fromthe 2019 PRI M Board
sel f-eval uati on
Tony.
MR, FALZONE: Thank you, Madam
Treasurer. This is Anthony Fal zone.
So at the February
Adm ni stration Audit Commttee neeting and
t hen the February 26 Board neeting, the
results of the 2019 PRI M Board sel f-eval uati on
were presented and di scussed.

Hi storically, PRIMstaff | ooks at the
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reconmmended actions in that report and we I|ike
to offer a response.

So included in the package is the
response to that 2019 PRI M Board
sel f-eval uati on

There is not a vote on this. | just
want to use this as an opportunity to let all
t he Board nenbers know that we are here as a
resource, and | invite any and all of you to
contact nme with suggestions or ideas. You can
contact me for anything. W're here to help,
and we're happy to help in any way we can.

So | just put those in there as
informati on so that you woul d know t hat we pay
attention to what's going on in the
sel f-eval uation, and we | ook for ways to be
nore efficient or helpful in any way that we
can.

So | just wanted to throw t hat out
t here.

Thank you for that.

TREASURER GOLDBERG  Comment s or

questi ons on the Board self-eval uati on?

MR. TROTSKY: | have one snall

126
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comment in that one of the recommendati ons was
to hear nore fromclient services.

So as the last itemtoday, you wll
hear a little from Paul Todi sco, our Senior
Client Service Oficer.

| think it's a good tine for himto
check in and tell you what we're hearing from
our client base.

PAUL TODISCO:. Thank vyou,
M chael .

TREASURER GOLDBERG Shoul d we
hear from Paul now?

You have that on at the end. Let's do

| egal and | egislative updates first.

Chri s.

MR. SUPPLE: Good norni ng.

Chris Supple here. Good norning,
menbers of the Board and Madam Chair.

It's nice to see you all.

It's also nice to be able to report
that there's really nothing of significance to
update you on today in regard to | egal and
| egi slative activity.

TREASURER GOLDBERG.  Chris, do
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you want to tal k about the novenent on the

bill to constitute the PRI M Board?

MR SUPPLE: Sure, yes.

There was one, kind of A procedural item on
May 11th, | believe it was. It's in regard to
a legislative proposal that we' ve di scussed at
great length in previous neetings of this
Boar d.

In February, we reported to you that
the bill regarding the conposition of the PRIM
Board had been reported out favorably fromthe
Joint Commttee on Public Service in the
| egi sl ature.

We didn't know at the tinme which
committee it was going to be reported to.
CGenerally, when it's a Senate bill, as this
is, and it's reported out of a joint
conmttee, it goes to the Commttee on Rul es,
and that was confirmed on May 11 and that's
where the bill nowis.

TREASURER GOLDBERG | think

t hat happened the week before it was noved to

Senator Lovely's conmmittee.

MR. SUPPLE: | found out about
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it on, I think it was, May 11th. | could
check nmy notes. It was definitely May.

TREASURER GOLDBERG It was
definitely May. But | don't know if that's --
| think that if it was a non-Covid tine, we
woul d have to have sone concern, and that's
why I"'mraising it. And | put the word
"concern" in quotes.

W have to be watching it closely. |
t hi nk, given what the legislature will be
grappling with probably in the near-term
future, they wll probably not have the tine
to act upon this, but | do think it should be
noted that it was noved to a commttee. It
did not sinply disappear.

Ri ght, Chris?

MR. SUPPLE: Yes. It was -- it
went fromthe Conm ttee on Public Service to
the Commttee on Rules. That is correct, yes.

TREASURER GOLDBERG  Thank you.

Anyway, that's legal and |egislative.
G her matters?
Bob Brousseau has his hand up.

MR. BROUSSEAU: Thank you, Madam
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Tr easurer.

| would like to ask M ke Trotsky a
favor.

| know he's done it in the past. |
know we probably have at | east 100 peopl e who
are observing today, and | think Dennis and I,
| don't know if he's had any concerns, but I
know we' ve had sonme nenbers, when all of this
broke in March and the drop in values, a | ot
of beneficiaries and nenbers that voiced,
t hrough their organi zation, a concern on the
liquidity issue and the paynent of pensions
and benefits.

| know M ke addressed this at the
special neeting on April 22nd of the
| nvest nent Conmmittee, and subsequently to
that, it has conme up.

| would ask if M chael would nake a
few comments on that, | think, to assuage the
concerns of our beneficiaries, what happens to
their pension funds and their pension, and
t hey have concerns. And | think this is
probably a good tine to just nake a conment,

M chael .
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MR. TROTSKY: Sure, and thank
you for that rem nder.

There's no change. Basically, what |
said in April and May during the committee
cycle is true today.

PRI M pays approximately $1.3 billion,
give or take a little, out of the pool of
assets to pay pension benefits.

It's a relatively small anount when
you conpare it to the corpus of nore than
$70 billion.

So as before, we expect no liquidity
issues. W're able to rebal ance the portfolio
back to target ranges easily, as Dave Qurtz
menti oned, and we're easily able to pay
benefits.

So thank you for that question.

And, really, apologies for not
menti oni ng that proactively.

MR. NAUGHTON: Madam Tr easur er,
could I coment on that?

TREASURER GOLDBERG  Absol utely.

MR. NAUGHTON: This is Dennis
Naught on.
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As the designee fromthe Massachusetts
Retired Teacher's Retirenent Board to PRIM |
just want to reassure everyone that the
retirement board has been going out of its way
to keep the nenbers infornmed on the website
and ot her respects as to the liquidity, that
there's no issues with the liquidity as far as
PRI M benefits are concerned.

As Bob pointed out, that was an issue
or a concern that he heard about and | heard
about, and that was discussed at the
retirenent board and | think by nenbers
i ndi vi dual |vy.

TREASURER GOLDBERG  Any ot her
comments on this?

Ckay, hearing none.

Any ot her nmatters?

MR, FALZONE: I think Paul has
an updat e.

TREASURER GOLDBERG R ght. I
was wondering. | alnost junped the gun on

that and had himdo it earlier, but nowis
good.
MR. TODI SCO  Thank you, Madam
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Treasurer. |'m Paul Todisco. |'mthe Seni or
Client Services Oficer wwth PRIM

| trust you can all hear ne and
see ne as wel | .

Sol wll go right into this.

So, by way of background, there are
currently 98 entities that invest in the PRIT
Fund. In addition to the Chapter 32 public
enpl oyee retirenent systens, other government
entities that are legally allowed to invest in
the PRIT Fund are the State Retiree Benefits
Trust Fund, which is the Commonweal th's OPEB
Fund, O her Post-Enpl oyment Benefits Liability
Fund; the Massachusetts State Col |l ege Buil di ng
Aut hority; and the MBTA Retirenent Fund.

Just a word on the State's OPEB Fund.
There are over 70 participants in that fund of
| ocal governnental entities.

The PRI M I nvestors' Advisory Council,
whi ch consists of representatives from seven
of PRIRMs local retirenent systens, net on
Monday, March 9, 2020, a week before the
stay-at-hone order was i ssued by the Governor.

And we had very good attendance at
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that neeting. W knew that would be the | ast
time we'd have direct contact with our
clients.

Because of the stay-at-hone advisory
I ssued in md-March and subsequently extended
t hrough May 18, and we know now t hat we have
further guidance on that, client neetings
schedul ed for March, April, and May have
ei t her been postponed or conducted via
conference call, GoToMeeting, or Zoom

We conducted six such neetings during
the nonth of April and, as of next week, we
wi | | have conducted four of those neetings in
May. So we continue to schedul e neetings
t hr oughout June and July.

The client services team has been in
regul ar contact with each other via e-nails,
texts, virtual team neetings, and tel ephone
cal | s.

In fact, M chael Trotsky participated
in one of our virtual team neetings, as he has
been doing with other PRI Mteans throughout
this period.

| just want to, at this point, give a
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great shout-out to the PRRMteam the client
services team Francesco Daniele, Emly G een,
and Jenni fer Cole, who have been doi ng

out standi ng work during this period, and it
hel ps me to sleep at night knowi ng that we are
all working together. The client service has
a hashtag: The Dream Team Makes The Team
Work, or sonmething to that nature. | fouled

t hat up, but that's been our notto.

In order to address client inquiries
and requests from nenber systens regarding the
mar ket volatility that occurred in the first
quarter of cal endar year 2020, the client
services teamdistri buted the PRI M Board
quarterly update for the fourth quarter 2019
on March 19, which included up-to-date
commentary from M chael Trotsky and a link to
hi s webcast | ocated on the PRI M website which
addressed the market volatility.

This was a tinely update of what was
occurring during that tunultuous week in
Mar ch.

As a benefit to our nenber and

non- nenber retirenent systens, PERAC posted
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the webcast on its website and is awardi ng
three continuing educational credits to
retirement board nmenbers who view the webcast.
So | know we have a | ot of
participants. | don't know how many are our
i nvesting systenms on the line today. |If you
have not avail ed yourself of that benefit,
pl ease do. It's a great way to get three
educational credits toward the total of 18 for
the year.
So we're very pl eased that PERAC nade
that available to all retirement systens in
t he Commonweal t h.
| am al so pleased to report that al
client cash requests have gone snobothly and
very seam essly, especially the nunmerous cash
transactions that occurred on the first
busi ness day of April and the first business
day of WMay.
And great thanks to Jennifer Cole for
keeping the ship of PRIM afl oat and getting
our clients their much needed funds.
The client services team has devel oped

a tracki ng spreadsheet to nonitor all types of
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client conmmrunications and activity, such as
cash transactions, nornmal course of business
tasks, check-in calls, inquiries about narket
volatility and PRIT performance, and client
nmeet i ngs.

We plan to update the Adm ni stration
and Audit Conm ttee and the PRI M Board on a
periodic basis regarding all of this activity.

| ' m happy to say that all PRIT and
SRBTF partici pants and the investnent
consultants that advise npbst of our segnented
systenms were invited to call into the Interim
| nvest nent Conmittee neeting held on April 22,
2020 and al so the subsequent commttee
neetings that were held after that. | am
hopi ng, again, that many PRI T participants are
listening in today.

We are al so pleased to announce t hat
during the volatile first quarter of 2020, the
Town of Adans Retirenent Board foll owed
t hrough with the decision that they nmade in
Decenber of 2019 to transfer all of its asset
to the PRIT Fund as a full purchasing system

We thank the Adans Retirenent Board
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for its commtnent and confidence in PRI M
Lastly, during the |ast week of April,
the client services teamdistributed the
requi red GASB 67 and 68 infornmation to its
partici pants.
| would like to especially thank Emly
Green for making sure that those e-mails got
distributed to all of our clients w thout any
glitch.
TREASURER GOLDBERG.  Any
questions for Paul ?
MR. TROTSKY: | would also Iike
to add that during this period, we received a
fairly high nunber of |letters and phone calls
of support and encouragenent and appreci ati on,
basically, for the entire PRIMteam
Those |istening out there, our
clients, that neans the world to us that
you're paying attention. W're here to
support you, and we appreciate very nmuch those
wor ds of encouragenent and support. Thank you
very much.
MR. TODI SCO Just one thing. |

finally remenbered our notto: Team Wrk Makes
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The Dream Wor K.
That was actually Sofi a

Dani el e, Francesco's daughter canme up with

t hat .
So shout-out to Sophia on that.
TREASURER GOLDBERG  Thank you.
| believe that is our agenda for
t oday.

| woul d assune, given our
requi rements, that we actually need to seek a
notion to adjourn, a second, and a roll cal
vot e.
So unl ess anyone el se has anything to
add beyond Team Wor k Makes The Dream Wor k,
woul d say that team work made the dream worKk
for today's Zoomcall, so thank you all.
And with that, I would seek a notion
t o adj ourn.
MR. BROUSSEAU: Bob Brousseau.
| nove to adjourn.
TREASURER GOLDBERG Hang on.
Bob, you get to make the first
not i on.

Woul d you pl ease repeat that.
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MR. BROUSSEAU. Mdtion to
adj our n.

M5. FITCH  Second.

TREASURER GOLDBERG Bob
Brousseau nade the notion. Ruth Ellen Fitch
made t he second.

Bob Brousseau?
MR, BROUSSEAU:. Yes.
TREASURER GOLDBERG Ruth Ell en

Fitch?

M5. FITCH: Yes.

TREASURER GOLDBERG  Jim Hearty?

MR HEARTY: Yes.

TREASURER GOLDBERG  Theresa
McCGol dri ck?

M5. MC GOLDRI CK:  Yes.

TREASURER GOLDBERG Pet er
Monaco?

MR, MONACO  Yes.

TREASURER GOLDBERG Denni s
Naught on?

MR NAUGHTON: Yes.
TREASURER GOLDBERG Carly Rose?
MS. ROSE: Yes.
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TREASURER GOLDBERG Paul
Shanl ey?
MR, SHANLEY: Yes.
TREASURER GOLDBERG  And nysel f,
yes.
And it is noontine. Go have sone

| unch, and thank you everybody.

(Meeting adjourned at 12:07 p.m)
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CERTI FI CATE
|, Darlene M Coppola, Registered
Merit Reporter, Certified Realtine Reporter,
do hereby certify that the foregoing
transcript, Volunme I, is a true and accurate
transcription of nmy stenographic notes taken

on May 21, 2020.

Darl ene M Coppol a
Regi stered Merit Reporter

Certified Realtine Reporter
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