MassPRIM

Minutes of the PRIM Administration and Audit Committee Remote Meeting
Monday, November 24, 2025

Committee members attending: Committee members not attending:
e Robert Brousseau, Chair e Theresa McGoldrick, Esq.
e Treasurer Deborah Goldberg
e Patrick Brock
e Catherine D’Amato
e James Hearty
e Dennis Naughton

The PRIM Administration and Audit Committee meeting was called to order at 10:02 a.m. Chair Robert
Brousseau announced that the meeting was being held in accordance with the provisions of
Massachusetts Acts of 2022, Chapter 22, which was most recently amended on March 28, 2025, to include
an extension of the 2020 Executive Order ‘Suspending Certain Provisions of the Open Meeting Law’ until
June 30, 2027. All members of the Committee who participated did so remotely via audio/video
conferencing, and public access to the Committee's deliberations was provided via telephone. All
documents referenced during the meeting were available for viewing on PRIM’s website
(www.mapension.com). At the start of the meeting, the names of the members who were participating

remotely were announced.
Approval of the Minutes (Voting Item)

The PRIM Administration and Audit Committee approved (unanimously) by roll call vote the minutes of
its August 7, 2025, meeting.

Executive Director / Chief Investment Officer Report

Michael G. Trotsky, CFA, Executive Director, and Chief Investment Officer, made comments to the
Committee, including:

Mr. Trotsky began by highlighting the recently released September 30, 2025, results — the first fiscal
quarter of fiscal year 2026. He stated that financial markets continued to be strong in the quarter and
announced that the PRIT Fund ended with yet another new record balance of $121.1 billion, surpassing
the previous record balance set last quarter and the first time the balance has ever been more than $120
billion. For the September quarter alone, the PRIT Fund returned 4.4%, net of all fees, and for the trailing
twelve months, the PRIT Fund returned 9.6% net, which equates to an investment gain of $10.6 billion.

Mr. Trotsky then provided a preview of the agenda, mentioning the audits conducted this year. Auditors
completed more than 30 separate audits, including one by the Office of the State Auditor, all of which
resulted in unmodified (clean) opinions. He then took a moment to congratulate Qingmei Li, CPA, Director
of Audits and Financial Reporting, Deborah Coulter, CPA, Chief Financial Officer and Chief Administrative
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Officer, David Gurtz, CFA, CPA, Deputy Chief Investment Officer, and Anthony Falzone, Deputy Executive
Director and Chief Operating Officer, for the outstanding results with no findings.

Organizational Update

Helen Huang was promoted to Director of Growth and Venture Capital, Senior Investment Officer. Ms.
Huang was hired in June of 2021 as a Senior Investment Officer on the Private Equity Team, reporting to
Michael McGirr, Director of Private Equity and Senior Investment Officer. Ms. Huang has a particular
expertise in covering the PRIT Fund’s Growth and Venture investments, and led a redesign of PRIM’s
venture capital investment process and strategy, leading the sourcing and evaluation of high-quality
managers, which led to successful new partnerships. She has enhanced PRIM’s long-term pipeline-
building efforts and helped gain access to hard-to-access managers. She is an excellent communicator,
and her commitment to continuous improvement is evident in her openness to feedback and her
proactive efforts to strengthen team collaboration. This year, Ms. Huang was recognized as one of Private
Equity International’s “40 under 40: Future Leaders of Private Equity,” a prestigious accolade that honors
rising stars across the industry who demonstrate exceptional leadership, innovation, and impact. Ms.
Huang’s achievements reflect her commitment to innovation, excellence, and advancing both PRIM and
the broader private equity industry.

Vivian Liang was promoted to Investment Officer. Ms. Liang first joined PRIM in June of 2021 as an Intern
on the Research team and was hired in April 2022 as an Investment Analyst reporting to Maria Garrahan,
Director of Research and Senior Investment Officer. Ms. Liang has become a valued contributor and
collaborator, working on projects across all PRIM asset teams. With her outstanding technical skills and
approachable demeanor, she has demonstrated the ability to drive complex research projects. She has
become the point person on the PRIM asset allocation workstream where she applies quantitative
techniques to optimize the PRIT Fund.

Jessica Murphy was promoted to Director of Performance Reporting. Ms. Murphy was hired in October of
2022 as a Manager of Performance Reporting, reporting to Matt Liposky, Chief Investment Operating
Officer, and has been a tremendous asset for PRIM since her arrival. Specifically, over the past two years,
she led the effort on new and enhanced Solovis-based performance reports, which are now in the
committee and Board materials. This new process automates and improves the PRIT Fund’s performance
reporting, saving significant time and improving accuracy. In addition, she has worked closely with all asset
class heads to configure specialty reporting for their respective asset classes. Her expertise,
thoughtfulness, ability to collaborate, and affability is exemplary. Ms. Murphy was also awarded the
Commonwealth’s Performance Recognition award, given by the Treasurer and her team on October 6,
2025.

Colleen Nulty was promoted to Senior Corporate Accountant. Since joining PRIM in March of 2021 and
reporting to Dan Eckman, Director of Finance and Administration, Ms. Nulty has become an indispensable
member of both the Finance and Client Cash teams. Her contributions have been instrumental in
modernizing PRIM’s month-end closing procedures and transitioning them to a more streamlined,
efficient electronic format. She has also played a key role in enhancing other payables processes. With
outstanding attention to detail and process, Ms. Nulty has helped PRIM maintain exceptional service
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standards for PRIM’s clients. Additionally, Ms. Nulty recently earned the CFA Investment Foundations
certificate, a valuable learning program and credential.

Ethan Spencer was promoted to Director of Fundamental Hedge Funds, Senior Investment Officer. Mr.
Spencer was hired in February of 2023 as a Senior Investment Officer on the PCS team, reporting to Bill
Li, Director of PCS, Senior Investment Officer. Mr. Spencer has demonstrated exceptional investment
expertise and is a remarkable team player. He leads fundamental hedge fund coverage and has
independently sourced and structured impactful mandates. During Mr. Li’s family leave, Mr. Trotsky
worked with Mr. Spencer more directly and stated that he seamlessly stepped in to steer the entire PCS
team, maintaining momentum and strong engagement. Mr. Spencer is a generous mentor and an active
voice in cross-team investment debates. He never hesitates to share his deep hedge fund expertise. As a
visible ambassador for PRIM at top industry conferences, he elevates the firm’s profile. His energy, domain
mastery, and collaborative leadership make it an absolute pleasure to promote him today.

Mr. Trotsky then invited others to join him in congratulating those being promoted. He stated that
promoting the company’s high achievers is among the best and most rewarding things done at PRIM and
is his favorite part of the job.

Mr. Trotsky concluded the organizational update by highlighting his most recent achievement: being
named to the 2025 CIO Power 100 list for the third consecutive year. Mr. Trotsky went on to highlight
some of the comments CIO magazine made when announcing the award. These comments reflected
themes PRIM members speak to often during Committee meetings: The publication stated, “The last 12
months...have been volatile. Investors need patience, an open mind, and a willingness to make tough
decisions. ClOs need to be strong leaders, with the skills and investment discipline to know that the trends
that drove markets over the prior two years have subsided. The past year has required evaluating new
global power structures, trading relationships, and the ever-growing importance of private markets.” Mr.
Trotsky then thanked CIO magazine for this recognition.

Market Update

Mr. Trotsky began his update by referencing the FY 2025 report from last quarter, noting that the strength
continued into the September quarter with the PRIT Fund up another 4.4% net of fees. Mr. Trotsky stated,
“With all the uncertainty and turbulence, financial markets have continued to climb the proverbial wall of
worry.” He then reported that U.S. Equities were up 8.1% in the September quarter alone, while
Developed International equities were up 5.3% and Emerging market equities were up 10.6%. Bonds were
up 2.0% as yields fell slightly. The benchmark 10-year Treasury yield stood at 4.15% at the end of
September, slightly down from previous levels earlier in the year. For the calendar year through
September 30, Domestic equities were up 14.8%, Developed International Equities were up 25.3%, and
Emerging Markets Equities were up 27.5%. Mr. Trotsky mentioned that this is the first year in a long time
that international equities have outperformed domestic equities, and they are doing so by a wide margin
— international returns are twice the returns of the U.S. for the year. Mr. Trotsky noted the interesting
fact that through the previous day, China was up 33.8 % for the year, while Germany was up 26.3%, the
UK was up 26.9%, and Japan was up 20.2%., while the U.S. was up 13.8%. US markets are down less than
two percent so far this quarter.
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PRIT Fund Performance

Mr. Trotsky began discussing the PRIT Fund Performance by highlighting a couple of recent challenges and
successes The PRIT Fund is a carefully designed and diversified portfolio with components that will
perform well in any investment environment. PRIM remains pleased and confident about the resiliency of
the PRIT Fund and its performance over all time periods and throughout several different market
environments — in both up markets and in down markets. “At any given time, (PRIM) should expect to
have strong performing asset classes and weaker ones”, Mr. Trotsky remarked. Recently, even though
absolute return of the total Global Equity portfolio has been astoundingly strong with one-year
performance of 16.3% and three-year performance of 22.6%, compounded, the relative performance of
Global Equities to its benchmark has lagged slightly — less than 1%. The past few years have been a difficult
period for active management generally in global equities because the strong market returns have been
so narrowly focused on the Magnificent 7 companies and companies linked to Al infrastructure buildouts.
While this small underperformance is not typical for PRIM, it is easy to understand, and the
underperformance is both short-term and its magnitude is within PRIM’s expected range of outcomes.
PRIM is keeping a very close eye on all its managers and tightly managing its risk exposures.

Mr. Trotsky then moved on to highlighting one of PRIM’s strengths: having a diversified portfolio. Private
Equity posted its 11th straight positive quarter of performance, Real Estate has turned the corner and
posted a positive return for the trailing 1-yr period after a long downturn, and the fixed income strategies
including Other Credit Opportunities have been outstanding contributors. It is PRIM’s hedge fund
portfolio which has had the most outstanding recent period of success. The strong 11.5% one-year return
of hedge funds is 3.5% above its benchmark, and the three-year performance is similarly strong. Mr.
Trotsky then recognized Mr. Li and his team for their excellent work over a long period of time. They have
transformed this portfolio: Around 2010, this portion of PRIM’s portfolio was implemented using 5 Hedge-
Fund-Of-Fund managers and more than 500 individual investment managers and it was underperforming.
Now, the entire portfolio is comprised of a couple of dozen talented and focused managers, most of which
are in separate account structures. Mr. Li and his team literally pioneered separate accounts in hedge
funds, and now most of the world has emulated PRIM and followed suit. Separate Accounts provide more
control, better customization, lower fees, and higher returns. Additionally, Mr. Li and team have
developed sophisticated quantitative screens — what PRIM calls the Alternative Beta Framework- which
helps identify managers with differentiated skill. More recently, Mr. Li and team reorganized the portfolio
into two distinct strategies with their own appropriate benchmarks; the portfolio is now organized into
directional hedge funds and stable value hedge funds — directional funds generally follow equity or bond
returns with a measurably superior risk return profile, while stable value funds seek low correlation to
equity and bond returns providing stable returns in times of market volatility. Together, these
transformations have been a huge success, providing the superior returns described.

Mr. Trotsky discussed the September 2025 PRIT Fund performance in more detail, referencing the
following performance charts:
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Total PRIT Fund Returns

(Net of Fees) Annualized Returns as of September 30, 2025
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PRIT Fund Periodic Table of Returns
(Net of Fees) as of September 30, 2025
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16.3% 22.5% 15.9% 15.9%
GLOBALEQUITY GLOBALEQUITY
13.6% 11.8%
PRIVATE EQUITY
8.8%

TIMBER TIMBER REAL ESTATE
1.1% 71.8% 5.9%
TIMBER PRIVATE EQUITY TIMBER
4.4% 6.5% 54%
REAL ESTATE REAL ESTATE
1.5% 5.6%
REAL ESTATE
(2.7%)

Economy Update

Mr. Trotsky mentioned the delay and cancellation of some recent economic data due to the Federal
government shutdown and other factors. The Bureau of Economic Analysis, Bureau of Labor Statistics,
and Census Bureau have missed or delayed reporting the Consumer Price Index, GDP, Unemployment,
Payroll growth, Producer Price Index, and retail figures. This has made assessing the health of the
economy more difficult, forcing participants, including presumably the Fed, to rely more heavily on private
economic data collectors.

Mr. Trotsky went on to highlight the most recent data and new signals that PRIM had observed. The U.S.
economy (GDP) grew at an annualized 3.8% in Q2 2025, the June quarter, up from the 3.0% he reported
at the last Board cycle, and above the 3.3% reported in the second estimate. That was the strongest
quarterly pace since the third quarter of 2023. The upside surprise was driven largely by a substantial
upward revision to consumer spending. Fixed investment was also revised higher. Offsetting some of
these gains, net trade contributed less. Exports declined more sharply (-1.8%), and imports were revised
slightly higher, but remained in the context of a steep overall drop (-29.3%).

The annual inflation rate (CPI) rose to 3.0% in September, the highest since January. The October CPI
report has been canceled, and the October jobs report will not be released separately; the data will be
combined with the November report and released in mid-December. However, the delayed September
jobs report, released last Thursday, showed that the unemployment rate rose to 4.4% from 4.3% in
August, marking the highest jobless rate since October 2021, even though 119,000 jobs were added,
above expectations. The Institute for Supply Management (ISM) Manufacturing PMI declined to 48.7 in
October from 49.1 in September, below expectations and signaling the eighth consecutive month of
contraction.
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In other large economies, China’s economy (GDP) grew 4.8% year-over-year in the third quarter of 2025,
down from 5.2% in the second quarter and the slowest pace since 2024. The report signaled a loss of
momentum following a strong start to the year. The unemployment rate in China fell to 5.2% in
September, inflation remained subdued, and the People’s Bank left rates unchanged.

The Eurozone economy (GDP) grew 1.3% year over year in the third quarter of 2025, easing from the
second quarter. The unemployment rate held steady at 6.3% in September, unchanged from August and
July, and the inflation rate eased to 2.1% year-over-year in October. The European Central Bank also left
rates unchanged at its recent meeting.

Japan’s economy (GDP) grew 0.5% quarter-over-quarter in the second quarter of 2025. This marked the
fifth consecutive quarter of expansion. The unemployment rate held at 2.6% in September, and the annual
inflation rate rose slightly to 2.9%. Japan’s Central Bank also left rates unchanged.

Against this global backdrop, the U.S. Federal Reserve lowered the federal funds rate by 25 basis points
at its October meeting, in line with market expectations. The cut followed a similar move in September
and brought policy rates to their lowest level since 2022. However, policymakers at the Fed cited rising
downside risks to employment in recent months, while inflation has firmed since early 2025 and remains
somewhat elevated. The lack of timely data and the tension between slowing employment and higher
inflation have led to some historic dissension among Fed governors as they approach the December
meeting, and the futures market now is predicting a 42% chance of a rate cut in December; only 3 weeks
ago, the futures predicted a 100% chance of a December cut.

Mr. Trotsky summarized the conversation with Connie Everson, PRIM’s resident economist and strategist,
that took place during the Invest Committee meeting held a week prior. Ms. Everson pointed out two new
risk factors that could create the conditions for a bear market, which usually means an economic
slowdown and an equity downturn. The delay and cancellation of official economic data is making the
evaluation of the economy more difficult, but the two new emerging risk factors are:1) the softening of
the employment situation, and 2) tightening liquidity. Regarding employment, household, and consumer
spending play a critical role in preventing any hard landing (or recession) in the economy. More than two-
thirds of the US economy is driven by consumer spending. Any further softening in the employment
situation could reduce this consumer spending and put economic growth at risk. Market liquidity is simply
the cash available to market participants without delay that enables a well-functioning financial market.
Ms. Everson identified at least five warning signs to continue to watch: bank deposits are down; repo rates
are up; the spread between SOFR and the Fed Funds rate has widened and experienced more frequent
spikes — that means the cost of very short term borrowing is increasing, which may indicate scarcity of
liquidity; and bitcoin and gold prices are down -bitcoin and gold prices surging are often a sign of
overabundant market liquidity, and perhaps their recent sell off means liquidity is less abundant.

Mr. Trotsky concluded his comments on the government shutdown by acknowledging that there are many
other factors in the economy, such as the Al capital expenditure boom, which could support continued
growth, and that the Fed has tools to address some of these risk factors, but the Fed’s toolbox efficacy is
of utmost importance. For example, the most important tool of the Fed is to lower rates. The Fed lowers
rates and hopes that both the short and long end of the yield curve responds, but that doesn’t always
happen. If the bond market views any rate cuts as inflationary, the long yields may not go down. Higher
long-term interest rates are restrictive to investment and growth. In Connie’s words, “The bond market
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must believe” for the Fed’s toolkit to work. In other words, all interest rates must go down on a Fed rate
cut for maximum stimulus, not just short rates. What was new and different in the economic discussion
really was the emergence of these risk factors — employment and liquidity — which bears watching.

Massachusetts State Audit Results

Anthony Falzone, Deputy Executive Director and Chief Operating Officer, began by congratulating Deb
Coulter, Chief Financial Officer and Chief Administration Officer, and Qingmei Li, Director of Audits and
Financial Reporting, for their work on the annual audits. He added that working with the auditors and
managing the audits on the PRIM side is only half of the story. It takes work from everyone in the
organization to achieve clean audits. Qingmei works with Matt Liposky, the Investment Operations team,
and other business areas to ensure that processes and procedures are followed throughout the year. This
maniacal approach to process, procedure, and transparency is how PRIM arrives at the excellent results
it has had in the past and the audit results reported today.

Deborah Coulter, CPA, Chief Financial Officer and Chief Administration Officer, reviewed the results of the
state performance audit, noting that PRIM had received a clean report with no findings or
recommendations. She congratulated and thanked Qingmei Li, Director of Audits and Financial Reporting,
David Gurtz, Deputy Chief Investment Officer, and the team for all their work on the audit. She added that
the purpose of the audit was to determine the following:

e The extent to which PRIM reviewed the portfolios of emerging managers against its benchmarks to
ensure that the Pension Reserves Investment Trust Fund was not exposed to undue risks in
accordance with Section 5 of PRIM’s “Investment Policy Statement”.

e The extent to which PRIM worked toward its goal of having at least 20% of investment managers who
are minorities, women, and people with disabilities, in accordance with Section 23(8)(b) of Chapter
32 of the General Laws.

e The extent to which PRIM reviewed the quarterly calculations of management fees and investment
returns in accordance with the third operational risk category of Section V (Risk Analysis) of its
Investment and Operations Risk Control Document.

She concluded by adding that the PRIM Team and State Audit Team worked very well together, and the
results were another clean audit.

Draft Fiscal Year 2025 Annual Comprehensive Financial Report (ACFR) (Voting Item)

Mr. Falzone began by noting that PRIM staff received the most recent Commonwealth Valuation
Statement on November 20, 2025, and that staff would like to update three data points in the annual
report as a result. He told the Committee he would update the valuation report date, the funding
percentage, and the unfunded liability amount. He added that, while these changes were very minor,
PRIM’s annual report should reflect the most recent information, if available. He said the motion would
be amended to reflect this change.

Mr. Falzone, Chief Operating Officer, explained that the Fiscal Year 2025 Annual Comprehensive Financial
Report will be PRIM’s 215 annual submission to the Government Finance Officers Association (GFOA) and
is designed to provide information beyond standard financial statements.
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VI.

Mr. Falzone described the report’s four sections: Introductory, Investment, Financial, and Statistical. He
reminded the Committee that PRIM’s report has received the Certificate of Achievement for Excellence
in Financial Reporting for the past 20 straight years. He expressed optimism that this year’s submission
will also earn the award. He thanked all the different teams at PRIM and reminded the Committee that
this task is a total team effort, singling out Qingmei Li for her significant contribution.

Dennis Naughton thanked the team for the quality of reporting and the level of transparency the annual
report provides.

The Administration and Audit Committee voted (unanimously) by roll call vote to recommend to the PRIM
Board that it approve the draft Fiscal Year 2025 PRIT Fund Annual Comprehensive Financial Report,
attached as Appendix E to the Expanded Agenda, updated to incorporate information from the most
recent Commonwealth Valuation Report (January 1, 2025), and further to authorize the Executive Director
to take all actions necessary to effectuate this vote.

Proposed 2026 PRIM Board and Committee Meeting Schedule

The Administration and Audit Committee voted unanimously to recommend to the PRIM Board that it
adopt the proposed 2026 PRIM Board and Committee Meeting Schedule, attached as Appendix E to the
Expanded Agenda, and further to authorize the Executive Director to take all actions necessary to
effectuate this vote.

Legal/Legislative Update

E. Renee LeFevre, Chief Legal Officer, notified the Committee that she is working with PRIM’s outside
counsel, Foley Hoag, to conduct a Board Self-Evaluation Survey that will be administered at the end of this
calendar year.

Treasurer Goldberg offered her assistance in ensuring all Board members respond to the survey.

Emily Kowtoniuk, Director of Policy and Legislative Affairs in Treasurer Goldberg’s office, provided a
legislative update, telling the Committee that the legislature is on its holiday recess, adding that the
Governor has started constructing her fiscal 2027 budget and her team will be keeping an eye on that
process and report back anything that may impact PRIM.

Chair Brousseau asked about the status of the perennial bill that would alter the membership of the PRIM
Board.

Ms. Kowtoniuk explained that the bill is still out there, and it hasn’t been acted on.

Other Matters:
The Committee members briefly discussed the following topics:

A. September 2025 PRIM budget
B. Travel Report

C. Client Service
D

Global Investment Performance Standards (GIPS)
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VII.

Mr. Falzone mentioned that the items in the Other Matters section of the agenda were for informational
purposes, but he did want to highlight one item (GIPS® Reporting).

Mr. Falzone continued that the CFA Institute’s Global Investment Performance Standards (GIPS®) is a set
of ethical guidelines for calculating and presenting investment performance adopted by PRIM as voluntary
standards for the PRIT Fund in Fiscal Year 2018. PRIM is one of the few public pension funds that have
adopted these standards. PRIM has completed the CFA Institute’s Global Investment Performance
Standards (GIPS®) verification for July 1, 2008, through June 30, 2025. He thanked Jessica Murphy for her
work on the GIPS verification process.

Fiscal Year 2025 Audit Results (Voting item)

Deborah Coulter introduced KPMG Lead Audit Partner Christine St. Hilaire, Robert Mahoney, Second Audit
Partner, and Zachary Penfold, Senior Audit Manager, who attended the meeting to review their summary
of the Fiscal Year 2025 PRIM and PRIT audits, as well as the two Agreed-Upon Procedures (AUPs) they
perform each year.

Ms. Coulter noted that the audits again resulted in unmodified (clean) opinions. Ms. Coulter thanked the
Finance and Operations teams for their hard work, especially Qingmei Li, who coordinated the audits and
prepared the financial statements.

Ms. Hilaire reported that the 2025 audits have proceeded as planned and expressed appreciation for the
PRIM team's collaboration. The audit and agreed-upon procedures were performed in accordance with
the plan presented in May 2025 and are substantially complete, pending a few final items. KPMG noted
that it intends to issue unmodified opinions on the PRIM and PRIT financial statements and found no
material weaknesses or noncompliance. For the PRIT audit, Ms. St. Hilaire highlighted testing of
Investments, during which extensive risk assessments and position testing were performed. For PRIM, she
noted management’s adoption of GASB 101 was implemented with immaterial adjustments. The
remaining required communications were presented. Mr. Penfold presented KPMG’s Audit areas of
emphasis and AUP results, providing further detail of procedures performed. Finally, KPMG affirmed that
it remains independent with respect to the PRIM Board and the PRIT Fund.

The Administration and Audit Committee voted (unanimously) by roll call vote to recommend to the PRIM
Board that the Board accept 1) the Fiscal Year 2024 PRIM and PRIT audited financial statements, as well
as 2) the Agreed-Upon Procedures report on PRIM’s Procurement Process for Investment Management
and Other Professional Services, and 3) the Agreed-Upon Procedures report on the PRIT Fund’s
Benchmark Calculation, all as contained in Appendix H to the Expanded Agenda.

The PRIM Administration and Audit Committee meeting adjourned at 11:24 a.m.

In accordance with audit best practices, the PRIM Administration and Audit Committee members were
provided an opportunity to speak with the auditors without staff present.

List of documents and exhibits used during the meeting:

e  Minutes of the PRIM Administration and Audit Committee Meeting of August 7, 2025
e PRIT Fund Performance Presentation (September 30, 2025)
e PRIT Fund Performance Report (September 30, 2025)
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Massachusetts State Auditor Report

Draft Fiscal Year 2025 Annual Comprehensive Financial Report
Proposed 2026 PRIM Board and Committee Meeting Schedule
September 2025 PRIM Operating Budget

Travel Report

KPMG 2025 Audit Results Report
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