City of Newton, Massachusetts
OPEB Trust Fund
Comparative Statement of Fiduciary Net Position

ASSETS:

Cash and cash equivalents
Investments

Total assets

NET POSITION:
Assets held in trust for other post
employment benefits

City of Newton, Massachusetts
OPEB Trust Fund

Comparative Statement of Changes in Fiduciary Net Position

ADDITIONS:

Employer contributions

Investment income

Net appreciation/(depreciation) in fair value of investments

Interest and dividends
Total investment income/(loss)

Less: investment expense
Net investment income/(loss)
Change in Net Position
NET POSITION AT BEGINNING OF FISCAL YEAR

NET POSITION AT OCTOBER 31

Comptroller's Office

October 31, 2017

October 31, 2016

S 164,785.27
6,677,858.83

140,208.58
3,986,185.23

6,842,644.10

4,126,393.81

S 6,842,644.10 $ 4,126,393.81
July 1, 2017 - July 1, 2016 -
October 31, 2017 October 31, 2016
S 688,156.70 S 463,265.39

268,910.34 68,653.42
48,411.95 30,637.43
317,322.29 99,290.85

(9,394.04) (5,896.29)
307,928.25 93,394.56
996,084.95 556,659.95

5,846,559.15

3,569,733.86

S 6,842,644.10

S 4,126,393.81
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PRIM Board Quarterly Update
THIRD QUARTER 2017

Markets Overview and PRIT Fund Performance Summary

PRIM Executive Director and Chief Investor Officer Michael G. Trotsky, CFA, provided the following
information to the PRIM Board at its November 14, 2017, meeting:

MARKETS OVERVIEW

The September quarter was strong, and despite the frequent weather and political storms affecting the
United States, the overall economy is little changed since the last Board meeting. Economic indicators are
still mostly strong, equity markets continue to move higher, to new records, while bond yields remain low
and inflation is absent. The overall health of the economy remained on an upswing, even while several
economic indicators were affected by the storms. National employment measures, automobile sales,
retail sales and home building statistics all exhibited anomalies in the quarter, but are expected to
rebound. More important, the September 2017 quarterly Gross Domestic Product (GDP) growth came in
at 3%, annualized, beating expectations of 2.5% and only slightly below the 3.1% reported in the June
2017 quarter, which was revised upward. The consensus GDP forecast for the year remains at
approximately 2.1%, up from 1.6% reported last year.

Financial markets around the world have performed strongly, as outlined in the following table of recent
returns:

Index June 2017 September 2017  Calendar year to
Quarter (%) Quarter (%) date (%)
S&P 500 3.1 4.5 14.2
Developed Int’l Equity 6.1 5.4 20.0
Emerging Mkts Equity 6.3 7.9 27.8
Diversified Bonds 1.4 0.8 3.1
Long-duration Treasuries 6.1 0.7 8.7

PRIT FUND PERFORMANCE SUMMARY
In this environment, the PRIT Fund has performed well:

As of September 30, 2017, the PRIT Fund net asset value stood at $69.5 billion. For the one-year ended
September 30, 2017, the PRIT Fund was up 13.0% gross (12.5% net), outperforming its benchmark by 187
basis points (138 net).

e This performance equates to an investment gain of $7.9 billion, net of fees.
e This outperformance equates to $872 million of value above the benchmark return, net of fees.
e Six of the seven major asset classes outperformed their respective benchmarks.

e Net total outflows to pay benefits for the one year ended September 30, 2017, were approximately
$1.5 billion.
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Total PRIT Fund Returns (Gross of Fees)
Annualized Returns as of September 30, 2017

14.0% 13.0%
13.0%
12.0% 11.1%
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8.0% 6.9%
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6.0% 5.2%
5.0%
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3.0% 1.9%
2.0% 1.2%
1.0%
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9.7%

Returns

4.7%

1.6%
0.5%

1VYear 3 Years 5 Years 10 Years

Total Core Benchmark includes private equity benchmark. ; Total Fund Return M Total Core Benchmark @ Value Added
Source: BNY Mellon.

PRIT Asset Class Performance (Gross of Fees)
One Year Ended September 30, 2017

30.0% X X
n R
(J
25.0% Ry h %
S
20.0%
£ 15.0%
.0% X x
:5_' gh. ° &i § § \c (< \0
2 10.0% 2 _g—o o % & R &
o . J
o NS 3 © X - h o NI
o o o
0.0%
-5.0%
< R R
n N
-10.0% g 9
Total Private Total Global Total Timber Total Value Total Hedge Total Real Total Core
Equity* Equity Added Fixed  Funds** Estate Fixed Income
*Benchmark is actual performance. Income
**Hedge Fund returns are net of fees. OAsset Class B Benchmark [@Value Added

Source: BNY Mellon. Totals may not add due to rounding.

2|Page

&2 PENSION RESERVES
@ INVESTMENT

MANAGEMENT BOARD




PRIT Core Fund Performance Summary
Gross of Fees Performance
Trailing 1-Year Performance as of September 30, 2017
Over/(Under)

Trailing 1-Year Benchmark  Benchmark SValue
Performance: Sept. 30,2017 Return Return (bps) (millions)

Total PRIT Fund 13.0% 11.1% 187 69,496 100%
Total Global Equity 20.2% 19.8% 34 30,877 44.5%
Domestic Equity 18.6% 18.8% (12) 12,910 18.6%
International Developed 18.9% 19.7% (74) 12,411 17.9%
Emerging Markets 26.9% 22.2% 463 5,556 8.0%
Private Equity 23.5% 23.5% 0 7,350 10.6%
Real Estate 5.7% 5.9% (19) 6,045 8.7%
Total Timberland 8.9% 3.4% 558 2,506 3.6%
Hedge Funds 8.1% 5.9% 220 5,536 8.0%
Value Added Fixed Income 8.8% 7.4% 145 5,446 7.8%
Core Fixed Income -4.5% -4.7% 18 8,653 12.5%

Periodic Table of Returns by Asset Class
Annualized Returns as of September 30, 2017 (Gross of Fees)
1Year 3 Year 5 Year 10 Year

PRIVATE EQUITY PRIVATE EQUITY PRIVATE EQUITY PRIVATE EQUITY
23.5% 17.2% 19.0% 12.8%

GLOBAL EQUITY REAL ESTATE REAL ESTATE
20.2% 10.6% 11.1%

TIMBER GLOBAL EQUITY GLOBAL EQUITY REAL ESTATE
8.9% 8.6% 11.0% 6.4%

TIMBER TIMBER TIMBER
5.9% 7.5% 5.9%

HEDGE FUNDS HEDGE FUNDS

(NET OF FEES) (NET OF FEES)
8.1% 5.7%

REAL ESTATE GLOBAL EQUITY
5.7% 4.6%

HEDGE FUNDS HEDGE FUNDS

(NET OF FEES) (NET OF FEES)
3.0% 3.0%
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PRIM DEVELOPMENTS

Sarah Samuels, CFA, CAIA, Deputy Chief Investment Officer, left PRIM to take a position as Managing
Director at the Investment Office of Wellesley College, effective September 1, 2017. Her contributions to
PRIM were truly exceptional and she will be missed.

Soon after Sarah’s departure, PRIM announced that David Gurtz, CFA, CPA, returned to the investment
team to fill the role of Deputy Chief Investment Officer — Director of Public Markets, after more than two
years as Chief Operating Officer (COO) and Chief Financial Officer (CFO). Prior to serving as PRIM’s COO
and CFO, Dave served as Deputy Chief Investment Officer — Director of Risk Management, and is largely
responsible for building the risk management program here at PRIM. Additionally, as Deputy Chief
Investment Officer, Dave played an important role in the due diligence and manager selection processes
across PRIM asset classes, including in the public markets portfolio, and his knowledge of the managers
in the public markets portfolio will ensure continuity. Dave joined PRIM in 2008 and has been an
invaluable team member in a variety of key roles.

We also announced three promotions to fill the vacancy created by Dave’s return to the investment team.
We are fortunate to have a deep bench of talent on the finance team from which to fill the roles of Chief
Operating Officer and Chief Financial Officer.

First, Anthony (Tony) Falzone was promoted to Chief Operating Officer (COO). Tony will report to the
Executive Director/Chief Investment Officer and oversee PRIM’s entire finance, operations, reporting,
compliance and technology functions. Tony has more than 25 years of finance, investment operations and
technology experience. He joined PRIM as a Senior Financial Analyst in 2006 from BNY Mellon Custody
Services, where he directly supported PRIM for seven years. As Senior Financial Analyst at PRIM, Tony was
responsible for real estate, timberland and private equity valuations, fee calculations and reporting. He
served in that role until 2009, when he was promoted to Director of Private Investment Accounting,
responsible for the oversight of PRIM’s alternative investments, including real estate, private equity,
hedge funds and timberland. Also during that time, Tony returned to school part-time and earned his
degree in Computer Information Systems. In 2013, Tony became PRIM’s Chief Technology Officer. In that
role, Tony upgraded and maintained PRIM’s entire information technology infrastructure and designed
and deployed PRIM’s disaster recovery, business continuity, mobile device-management and cyber-
security platforms. Tony is a consummate team-player, is well-regarded by the entire PRIM staff and
brings a unique combination of skills and experience to his new role.

Deborah Coulter, CPA, was promoted to CFO. Reporting to the COO, Deb will be responsible for managing
the PRIM Board’s non-investment financial activities including: budgeting, corporate accounting, audits,
taxation, cash management and office administration. Deb rejoined PRIM in April 2016, as the Director of
Strategic Initiatives on the finance and operations team, to focus on a variety of initiatives, including
developing procedures to comply with the new Public Records Law and implementing new human
resources policies designed to broaden the diversity of PRIM staff. Deb has more than 25 years of
experience in investment management, financial management and public accounting. Immediately prior
to rejoining PRIM, Deb was the Assistant Controller in Corporate Accounting at the Baupost Group, a
Boston-based absolute return investment manager. Prior to that, Deb was PRIM’s Director of Finance and
served as Interim Chief Financial Officer when our former CFO was on a medical leave of absence. And
prior to that, Deb spent the majority of her 15-year career at Essex Investment Management as Controller
and Compliance Manager.

Matthew Liposky was promoted to Chief Investment Operating Officer (CIOO). Also reporting to the COO,
the CIOO is responsible for managing the PRIT Fund’s financial activities including: investment
performance reporting; investment accounting; compliance; and investment manager onboarding,
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including contract negotiation and administration (with PRIM’s General Counsel). Matt joined PRIM in
2013 and has more than 10 years of experience in investment operations. Prior to joining PRIM, Matt was
Senior Operations Analyst at Liberty Mutual Investment Group and Supervisor at BNY Mellon, where he
directly serviced PRIM. Matt has been invaluable in the operational implementation of PRIM’s award-
winning managed account platform. During his tenure at PRIM, he has worked closely with the entire
PRIM investment staff to successfully onboard all new investments and initiatives and to ensure that PRIT
Fund performance reporting is timely and accurate.

And last, PRIM will soon commence a search to fill two important roles on his team, the Director of Human
Resources (HR) and the Director of Information Technology. Deb and Dan Eckman, Director of Finance
and Administration, had been splitting the role of HR effectively for the past 18 months.

In other organizational news:

Tim Schlitzer, CRE, CFA, Senior Investment Officer — Director of Real Estate and Timberland Investments,
was honored earlier this fall with the Treasurer’s Citation for Excellence. Prior recipients of the award
include Chris Supple, Dave Gurtz and Paul Todisco.

Morgan Burns, an accounting assistant at PRIM, received his CFA Charter. This is a major accomplishment
that requires passing three difficult exams and working in the industry for a requisite four years.

Carlo Scarpa, PRIM’s help-desk specialist, just passed the examination for the CompTIA Security+
certification. Carlo adds this credential to his existing A+ and Net+ certifications from the same highly-
regarded organization.

Maria Clements joined PRIM as an Administrative Assistant where she will work closely with the Private
Equity team. Maria joins PRIM from State Street Global Advisors where she was an Executive
Administrative Assistant and prior to that, Maria worked in administrative support and special education
in the Rockport Public Schools. Maria has degrees from Endicott College and Salem State University.

Catalina Marino joined PRIM as and Administrative Assistant and will be at the front desk where she will
serve as receptionist and also perform other office administration duties. Catalina started in July on a
temporary basis before coming on board full-time in September. Catalina is a graduate of Eastern
Nazarene College.

In the area of national recognition:

PRIM has been nominated for “Team of the Year” by Institutional Investor Magazine. The award will be
announced in late November in New York at the magazine’s “Allocators’ Choice Awards.” The list of the
half-dozen finalists includes some extremely well-regarded investment teams from endowments,
foundations and corporate pension offices. The only other public fund finalist is the State of Wisconsin
Investment Board (SWIB), another innovative public fund. In fact, during the first phase of Project SAVE,
SWIB was one of the funds PRIM staff (and Investment Committee member Tim Vaill) visited.

Additionally, Eric Nierenberg, Ph.D., Chief Strategy Officer, has been nominated for the “Next C/IO” at the
same Institutional Investor Magazine awards event. He and other nominees will answer questions from
audience members at the beginning of the evening. Audience members will then vote, based on the
nominees’ answers, for the “Next ClIO.” The winner will be announced at the awards dinner later that
evening.

Last, Trusted Insight, a global network of institutional investors, recently named Michael Trotsky, CFA,
Executive Director and Chief Investment Officer, one of its 2017 “Top 30 Public Pension Chief Investment
Officers.” After reviewing the performance of public pension funds across the country, Trusted Insight
selected honorees based on superior 1-, 3, and 5-year performance and “industry leading investment
strategies.”
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Public Markets Update

The PRIM Board on November 14, 2017, approved an investment within the Value-Added Fixed Income
allocation, specifically within the Other Credit Opportunities (OCO) strategy. This Investment of up to $150
million in the Mudrick Distressed Senior Secured Fund will be managed by Mudrick Capital Management.
This investment strategy seeks comparable returns to those of PRIM’s Value-Added Fixed Income
allocation and engages exposure to differentiated components of the credit spectrum.

Portfolio Completion Strategies Update

The PRIM Board on November 14, 2017, PRIM approved approve an initial allocation of $100 million to
the Aeolus Property Catastrophe Keystone PF Fund LP. Aeolus is a leading global reinsurance fund
manager with approximately $3.5 billion of capital. Aeolus provides highly customized, indemnity-based
reinsurance and retrocession policy coverage to 50-60 cedants (insurance companies), focused on
aggregate protection for catastrophe risk, particularly from U.S. hurricanes and global earthquakes.

Private Equity Update

The PRIM Board on November 14, 2017, approved allocations of up to $400 million to four private equity
funds and one private debt fund with which PRIM has made previous successful investments: Nordic
Capital Fund IX, L.P., Westview Capital Partners IV, L.P., Thomas H. Lee Equity VIII, L.P., Anchorage Illiquid
VI and Berkshire Fund IX Co-Investment.

Fiscal Year 2017 Audit Results

At the November 14, 2017, meeting, the PRIM Board accepted the FY 2017 PRIM and PRIT audited
financial statements and the Agreed-Upon Procedures reports on PRIM’s Procurement Process for
Investment Management and Other Professional Services and the PRIT Fund’s Benchmark Calculations.

The annual audits of PRIM and PRIT and the Agreed-Upon Procedures review of PRIM’s Procurement
Process for Investment Management and Other Professional Services and the PRIT Fund’s Benchmark
Calculations (the AUP reviews) concluded with clean opinions and no audit exceptions.

The Client Services team -- Paul Todisco, Francesco Daniele and Sam Olivier -- will continue meeting the
retirement boards of PRIM’s member retirement systems throughout the year. To schedule a visit, please
contact Paul at ptodisco@mapension.com, Francesco at fdaniele@mapension.com or Sam at

solivier@mapension.com, or call 617-946-8401. We look forward to seeing you soon.
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PENSION RESERVES INVESTMENT TRUST
SUMMARY OF PLAN PERFORMANCE
RATES OF RETURN (GROSS OF FEES)

Periods Ending October 31, 2017

Target Actual Calendar Since
NAV § (000) Allocation %  Allocation %  Month FY '18 YTD 1Year 3Year 5Year 10 Year Inception

GLOBAL EQUITY 31,543,548 40.6% 45.0% 2.17 8.12 2211 25.33 9.02 11.62 4.44 6.29
CORE FIXED INCOME 8,673,917 12.0% 12.4% 0.24 1.06 3.98 -1.58 3.69 3.59 4.79 7.40
VALUE-ADDED FIXED INCOME 5,422,171 10.0% 7.7% -0.06 2.16 8.78 8.93 3.73 4.72 6.49 8.37
PRIVATE EQUITY 7,250,469 11.0% 10.4% -0.32 5.92 18.73 23.71 17.18 18.93 12.72 14.75
REAL ESTATE 6,059,186 10.0% 8.7% 0.26 1.86 6.46 7.11 9.96 11.07 6.37 6.60
TIMBERLAND 2,479,325 4.0% 3.5% -0.21 1.41 5.61 8.76 5.82 7.43 5.83 9.02
PORTFOLIO COMPLETION STRATEGIES 7,239,227 12.4% 10.3% 0.99 3.06 6.24 7.72 3.47 5.68 2.76 4.59
OVERLAY 1,119,049 0.0% 1.6% 0.80 3.16 8.85 8.47 4.52 5.69
TOTAL CORE 70,031,156 100% 100% 1.10 5.15 14.46 15.83 8.15 9.95 5.07 9.51
INTERIM BENCHMARK (target allocation using private equity and distressed debt returns) * 0.95 4.76 12.93 14.34 7.23 8.96 4.85 9.93
TOTAL CORE BENCHMARK (target allocation with private equity and distressed debt benchmark) 2 1.12 4.58 12.25 13.46 7.00 8.33 4.56 9.82
PARTICIPANTS CASH 20,060 0.12 0.44 0.94 1.07 0.57 0.39 0.60 3.78
TEACHERS' AND EMPLOYEES' CASH 33,488 0.11 0.42 0.92 1.05 0.56 0.39 0.41 2.56
TOTAL FUND 70,084,704 1.09 5.13 14.41 15.78 8.13 9.92 5.05 9.56
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