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Adoption of
M.G.L. Chapter

32B, Section

Establish OPEB
Liability Trust Fund

Assets held to
meet current or
future health
insurance benefits
for retirees

Expendable by
appropriation

Designate Trustee-
Treasurer or 5-13
member board

MA Legal List for
investing unless
Prudent Investor
Rule (Chapter
203Q)is authorized

Establishing
Formal Trust
Agreement

Implement and
carry out
provisions of
M.G.L. Chapter
32B, Section 20

Name Trustees
and define powers

Expendable for
beneficiaries
(retirees and their
dependents)

IRS Section 115(c)
Special-purpose
government trust

OPEB Planning Steps

Investment
Policy
Statement

Road map for
municipality,
advisors,
boards/trustees

Designed to
avoid “trustee
risk”

Establish Clear

Goals and
Objectives

Outline
Measurement,
Evaluation and
Reporting

Investment Management Group

. Funding

Establish initial
funding

Establish a written
funding plan

Define achievable
annual funding
along with source
of funds

Fund for new hires

‘ Payments

Pay as you go
for current
payments

Future
payments when
fully funded
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Investment Policy Statement
A roadmap for municipality, advisors and
beards/trustees

Establishes clear goals & objectives

Asset allocation and diversification
Rebalancing

Outlines measurement &

evaluation

Performance measurement
2orting and meetings

Designed to avoid “trustee

risk”

Minimize risk of changes
during turbulent markets

. in portfolio strategy
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OPEB Planning Goals

1. Increase discount rate

2. Decrease Net Liability

5. Maintain or improve rating

Impact of 1% Change in Discount Rate

Discount Rate Net OPEB
Liability

Cu rrent Rate 4.00% $10,250,000

5.00% $8.791.500
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GASB 74/75 Coming Fiscal Year 2018

+ Net OPEB liability will move to balance sheet from notes section

* Notes to include affect of discount rate change of 1% higher or lower

- Discount rate calculation

— Pay as you go — 20 year municipal bond index
— Partially Funded - single blended rate

0 Asset rate of return to crossover date

0 20 year municipal bond index rate after crossover date
— Fully Funded - long term return rate on current assets

+ Rating Agencies

— Increasing focus on OPEB beneéfits, liabilities and funding plans

— Now viewing OPEB as a “management” factor for individual
municipalities

— Emphasis on more forward-looking components of rating
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Recommended Asset Allocations

: Recommended .

Money Market/

General/Enterprise Funds Short Capital Preservation 100% Fixed Income
o
Stabilization Short Conservative Income 85% F|c>)<ed Income/
15% Equity
o L
Stabilization Intermediate Income & Growth 70% F|(>)<ed Income/
30% Equity
45% Fixed Income/
Trust Long Balanced 55% Equity
o
OPEB Long Growth 25% Fixed Income/

75% Equity
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An ual Calendar Returns

Annual Returns 2006 | 2007 | 2008 2009 2011 | 2012 | 2013 2015 | 2016

RTC Income & Growth 855% 6.97% -6.82% 13.01% 9.88% 3.15% 7.15% 6.35% 3.63% -1.01% 5.70%

RTC Balanced 11.15% 7.85% -19.69% 18.72% 12.64% 0.97% 10.39% 13.79% 5.45% -0.81% 7.05%

RTC Growth 13.36% 7.95% -26.12% 21.72% 14.25% -0.09% 12.48% 19.84% 6.66% -0.86% 7.81%

!

Past performance does notquarantee future resules, The value or Income ssockatedw itha securiy or an Imestme nt may flucate, The e s abways the patential
for koss a6 wellas gain. Asset allocation and divers fication do notassu e arguaran tee better peribrmance and canno elim nate the rskof Inves iment kosses,
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Risk/Return

30 years ending 6/30/2017

Horizon RECOMIMENGED Asset Allocation

Objective

25% Fixed Income/

OPEB Long Growth o .
75% Equity

12.00%

10.00%
c [ J
5 A
E 8.00% = @ 1 Year Bill
?
N B 70% Bonds
© 6.00% 30% Stocks
>
= A 45% Bonds
<C 55% Stocks
S
8 4.00% ® 25% Bonds
> * 75% Stocks
o
™

2.00%
0.00% : . . : : : : )
0.00% 2.00% 4.00% 6.00% 8.00% 10.00% 12.00% 14.00% 16.00% 9

Volatility As of 6.30.17
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1 Year Bill

70% Bonds
30% Stocks

45% Bonds
55% Stocks

25% Bonds
75% Stocks

0.0372

0.0762

0.0846

0.0903



Sheet1

				1 Year Bill		70% Bonds
30% Stocks		45% Bonds
55% Stocks		25% Bonds
75% Stocks

		30 Year Annualized		3.72%		7.62%		8.46%		9.03%

		Volatility		1.11%		5.39%		8.45%		11.17%
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45% Bonds
55% Stocks

25% Bonds
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What does the “Return” in Risk / Return mean?
Growing Municipalities’ Assets

$1,000,000 30 Years © 3.72% $2,991,405
Wl 7.62% $9,052,940
. 8.46% $11,431,099
@ 9.03% $13,377,666

Investing $1,000,000 at an average annualized return of 7.62% over
30 years would result in having $9,052,940 at the end of the period.
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Investment Management
Group Offices

Boston, MA

101 Arch Street
Floor 20, Suite 2020
Boston, MA 02110
617.737.8102

Franklin, MA

58 Main St.
Franklin, MA 02038
800.658.4400

Hanover, MA

Rockland Trust Building
2036 Washington Street
Hanover, MA 02339
800.826.6101

Osterville, MA

22 Wianno Avenue
Osterville, MA 02655
800.826.6101

Providence, RI

10 Memorial Boulevard
Suite 904

Providence, RI 02903
401.273.4093

Important Disclosures

Investments in stocks, bonds, mutual funds and other
securities are not bank deposits or obligations, are not
guaranteed by any bank, and are not insured or guaranteed
by the FDIC, The Federal Reserve board, or any other
government agency. Investment in stocks, bonds and
mutual funds involves risk, including possible loss of

principal invested.

Rockland Trust provides administrative services for some
mutual funds used as investments in client accounts. When
such an arrangement is in place, the mutual fund company
may compensate Rockland Trust directly for the services
rendered, which may be up to maximum fee of .30% of the
average fund balance per annum. Mutual fund performance
is stated net of any administrative and other costs imposed
by the mutual fund company, which may include

compensation to Rockland Trust.

Rockland Trust services some mutual funds for which it may

be compensated by those funds.

Rockland Trust may receive investment related services
from some brokerage firms in exchange for trades it directs
to those firms. These services include proprietary and third
party research that assists us in our investment decision-
making process. Research may involve computer software
and services supporting such investment research and
services. While we believe that all clients benefit from the
research and services we receive, it may be that we use
research services provided by commissions paid to brokers
by most but not necessarily all of our clients. Examples of
third party research providers that we may use include

Bloomberg, Factset, Morningstar, TradeWeb and SEI.

NOT FDIC INSURED - Not a deposit + May go down in value

Investments in stocks, bonds, mutual funds and other securities are not bank deposits or obligations, are not guaranteed by
any bank, and are not insured or guaranteed by the FDIC (Federal Deposit Insurance Corp.), the Federal Reserve Board, or any
other government agency. Investments in stacks, bonds, and mutual funds involve risks, including possible loss of principal.
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