QUARTERLY REPORT

March 31, 2015 05/29/2015

Attachment — 1B

Shown below is the quarterly report on the status of the Montgomery County Consolidated Retiree Health
Benefits Trust (“CRHBT") for the quarter ending March 31, 2015. This quarterly report is designed to
assist you in understanding the current status of the CRHBT.

History

The Consolidated Retiree Health Benefits Trust was established in 2008 as a Section 115 Trust to
provide funding for retiree health benefits for retirees and their dependents of Montgomery County and
other agencies or political subdivisions who elect to participate.

Participating Agencies and Other Trust Participants

Participating agencies include Montgomery County Government, Revenue Authority, Credit Union,
Department of Assessment & Tax, Strathmore Hall Foundation, Housing and Opportunity Commission,
Washington Suburban Transit Commission, and Village of Friendship Heights. Beginning in June 2012,
funding for retiree health benefits for Montgomery County Public Schools (“MCPS”) and Montgomery
College were also contributed to the CRHBT.

Board of Trustees

The Board of Trustees consists of 19 members: The Montgomery County Directors of Management and
Budget, Finance, and Human Resources; the Council Staff Administrator; a Police Bargaining Unit
Representative; a Fire & Rescue Bargaining Unit Representative; an Office, Professional, and Technical
(OPT) and Service, Labor and Trades (SLT) Bargaining Unit Representative; a Non-Bargaining Unit
Representative; a Retired Employees Representative; two persons recommended by the Council who
are knowledgeable in pensions, investments, or financial matters; two individuals knowledgeable in
pensions, investments, or financial matters appointed by the County Executive; three members
nominated by the Montgomery County Board of Education including a designee of the Superintendent, a
Bargaining Unit Representative and retiree of MCPS; and 3 members nominated by the Board of
Trustees of Montgomery College including a designee of the President, a Bargaining Unit Representative,
and a retiree of Montgomery College.

Performance Results

The total net of fee return for the first quarter was a gain of 2.89%, 52 basis points (bps) ahead of the
2.37% gain recorded by the policy benchmark. For the one year ending March 31, 2015, the return of
6.76% was 30 bps ahead of the 6.46% return recorded by the policy benchmark. Our annualized net of
fee performance for the three-year period was a gain of 8.87% and 8.82% for the five-year period ending
March 31, 2015.

The total market value of trust assets at March 31, 2015 was $515.0 million. The CRHBT's asset
allocation was: Domestic Equities 26.3%, International Equities 19.5%, Global Equities 4.3%, Fixed
Income 18.9%, Inflation Linked Bonds 10.0%, Commodities 4.9%, REITS 8.7%, MLPs 0.5%, Hedge
Funds 3.6%, Private Real Assets 0.7%, Private Equity 1.3%, and 1.4% Cash.
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Capital Markets and Economic Conditions

Economic data released during the first quarter showed an unrevised Q4 2014 annual real GDP estimate
of a 2.2% increase, confirming that the economy expanded at a healthy pace moving into the New Year.
However, advanced estimates released by the Bureau of Economic Analysis revealed that real GDP in
Q1 2015 increased at a 0.2% annual rate. The primarily cause of the drop is related to decelerations of
personal consumption expenditures, residential & nonresidential fixed investment, and local government
spending. Consumer spending saw a significant reduction from the previous quarter as harsher than
usual winter conditions likely contributed meaningfully to the slowdown. Energy companies sharply
reduced capital expenditures and other types of fixed investments as a result of declining oil prices.
March nonfarm payroll numbers were also disappointing, increasing at a pace of 126,000 which was well
below recent month figures. Even with March’s employment data coming in weaker than expected, the
unemployment rate was able to continuing ticking downwards, as it fell from 5.7% to 5.5% during the
quarter. The ISM Manufacturing Index also indicated slower expansion in the first quarter suggesting that
multinational firms are beginning to see an impact from the challenges associated with a rising U.S.
dollar. The Case-Shiller Home Price Index increased 0.95% from December 2014 to February 2015,
confirming that home prices are still increasing at a modest pace. Headline CPI reported in March on a
year-over-year unadjusted basis showed a decline of 0.1%. Year-over-year Core CPI, which does not
include the prices of food and energy, posted a much stronger 1.8%.

Major Initiatives/Changes

During the quarter, the Board hired Chickasaw Capital Management, for a Master Limited Partnership
mandate, and made two private real assets fund commitments — $2,000,000 to Homestead Capital | and
$2,000,000 to Lyme Timber Fund IV.

Public Equity Markets: U.S. stocks advanced during the quarter with the S&P 500 Index reaching all-

time highs in February. The Nasdaq Composite Index performed strongly, briefly exceeding 5,000 for the

first time in 15 years. A slight rebound in oil prices and hopes that the Fed will continue to keep interest

rates low boosted investor sentiment. Smaller capitalization

Index Returns stocks (as represented by the Russell 2000 Index)

Qtr - 03/31/15 continued to outperform their larger counterparts as the

latter was impacted by the strong dollar — large cap

4.9% companies in the S&P 500 receive over one-third of their

revenues from overseas. Six of the ten sectors of the S&P

BS&P 500 500 Index were up with Healthcare reporting the strongest

returns and Utilities the weakest. Our combined domestic

equity performance was a gain of 2.00%, outperforming the
orussell 2000| 1.80% gain recorded by the Russell 3000 benchmark.
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OE i . . .
Mkte International markets rallied during the quarter led by
2.0% 1 BEAFE European stocks. Despite Greece’s ongoing fiscal issues,

the Eurozone began to show signs of economic recovery,
and coupled with the European central banks to relax
monetary policy, equities advanced strongly. Emerging
markets also had a positive start for the year; however,
results varied widely. Russia, Hungary, and most of the
Asian markets led the way, while Greece and much of Latin America were in negative territory. During the
quarter, developed markets, as measured by the MSCI EAFE Index, were up 4.88% with the markets of
Denmark and Japan contributing the most. Emerging Markets advanced 2.24% led by Russia, Hungary,
and China. Our combined international equity performance was a gain of 5.03% for the quarter,
outperforming the 3.49% gain recorded by the MSCI ACWI ex-US Index. Global equities recorded a gain
of 0.19%, underperforming the 2.31% return of the MSCI ACWI benchmark.
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Fixed Income: U.S. Treasury yields, with the US Treasury Yield Curve
exception of the very front end of the curve, 4.00% -
continued to fall during the quarter as fears abouta
slowing economy persisted in response to news of 3500
weaker than expected U.S. economic data.
Conversely, short-term U.S. Treasury yields rose 3.00% -
slightly ahead of a potential Federal Reserve interest

rate hike in Q2 2015. The yield on the 30 year bond 2.50%
fell 22 bps during the quarter, and ended the year at 2.00% |
2.54%. In addition to slowing domestic growth,

continued worries about economic conditions and 1500 -
deflation in Europe also increased investor appetite

for safe haven U.S. government bonds. With 1.00% A
eurozone sovereign debt yields beginning to reach

negative territory, foreign investor demand for U.S. 0.50%
Treasuries returning low, albeit positive yields, g g : ‘ ‘ ‘ ‘
remains robust. The yield curve flattened (shown in 3M 6M 2Yr 5Yr 10Yr  30VYr
the chart to the right) as the spread between 2-year
and 10-year Treasuries, the main gauge of the yield
curve, narrowed by 14 bps to 137 bps. For the
guarter, the 2-year Treasury yield ended at 0.56%,
down 11 bps, while the 10-year Treasury yield declined by 25 bps to 1.92%. For the quarter, the Merrill
High Yield Index rose 2.54%, the Barclays Aggregate returned 1.61%, and the Barclays Long Govt/Credit
Index used the declining long-term yields as a tailwind to return 3.36%. The fixed income performance
for the quarter was a positive return of 2.87%, and the blended performance underperformed the custom
benchmark’s gain of 3.11%. The Treasury Inflation-linked bonds (TIPS) advanced 1.57% for the quarter,
slightly above the 1.42% gain reported by the benchmark. The TIPS portfolio is passively managed by
one manager.

—4Q2014 ——1Q2015

Hedge Funds: Hedge funds, as measured by the HFRI Composite Index, gained 2.28% in the first
qguarter as all major strategies were up. Global Macro gained 3.22%, measured by the HFRI Global
Macro Index, as macro managers were able to profit from long USD, short Euro and long European risk
assets. Event Driven strategies as measured by the HFRI Event-Driven Index were up 1.83%, buoyed by
strong equity and credit markets. Relative Value strategies gained 1.79% due to healing in the credit
markets. Within strategies, European long/short equity had a fairly consistent and solid quarter up 4.66%.
The HFRI Fund of Funds Index was up 2.52% for the quarter. The hedge fund portfolio was up 14.51%,
net of fees, for the quarter, outperforming the 3.22% return of HFRI Macro Index. The allocation consists
of one active manager.

Private Real Assets: Commercial real estate transaction values in the U.S. decreased by 1% quarter
over quarter although these levels were 45% above Q1’14 volumes. The U.S. real estate market
experienced the strongest first quarter from a transaction standpoint ($129B) since Q1 2007. Quarter over
quarter capitalization rates declined across all major property types (multi-family, industrial, retail and
office) in the United States continuing its downward trend post global financial crisis. In the energy
markets, U.S. oil prices declined an additional 9% during Q1’15 from approximately $53 to $47/barrel. Oil
prices are likely to stabilize going forward as many upstream oil and gas companies have announced
decreased capital expenditure programs due to the lower price environment. To date, the CRHBT has
made commitments to 7 private real assets managers totaling $19.5 million During the quarter, the
portfolio saw $0.4 million capital called and no distributions. Due to the young age of the portfolio,
performance data is not relevant.

Private Equity: Capital raised by U.S. buyout funds during the first quarter saw its fourth consecutive
quarterly decline totaling $26 billion, versus $27 billion in Q4 2014. Conversely, venture capital
fundraising increased during the quarter from $5.8 billion in Q4 2014 to $7.3 billion in Q1 2015. Exit
activity slowed during the first quarter. IPO and M&A exits totaled 162 in Q1 2015, versus 240 in Q4
2014. Purchase prices, particularly for larger transactions, continue to trade at historically high levels
above 9x EBITDA. To date, the CRHBT has made commitments to 8 private equity funds; the portfolio
saw $3.2 million of capital called and $0.1 million in capital distributions. Due to the young age of the
portfolio, performance data is not relevant.
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Commodities: The Bloomberg
Commodity Index fell broadly

Quarterly Commodity Performance

during the quarter led by declines -30.00% -25.00% -20.00% -15.00% -10.00% 5.00% 0.00% 5.00% 10.00%
in the agriculture and energy DJ uBSCmr;m:d;xl - 5.94%
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concerns about abundant global
supplies from sustained OPEC and US production. Natural Gas continued its decline as the relatively mild
winter across the US resulted in far lower draws than expected and allowed inventories to build. Precious
Metal prices showed moderate strength as deflation concerns increased demand for gold and silver.
Industrial Metal prices declined on lower demand for nickel and surging production of zinc and aluminum
out of China. Agriculture prices fell on higher than expected supplies of wheat and corn by the USDA and
expectations of increased sugar exports from Brazil. Lean hog prices moved sharply lower as hog
producers expanded the breeding herd to take advantage of low grain prices. During the quarter, our
commodities portfolio declined 5.15%, 79 bps ahead of the Bloomberg Commodity Index. During the
guarter, our commodities portfolio declined 4.95%, outperforming the Bloomberg Commodity Index by 99
basis points. The allocation consists of two active managers.

REITs: Global listed real estate securities had a strong 1% quarter as the FTSE EPRA/NAREIT
Developed Index returned 3.97% for the quarter. Attractive yield spreads and dovish central bank
policies drove performance in Europe. US REITs benefitted from an improving economy and favorable
supply/demand property fundamentals. Japanese developers led performance in Asian markets. Our
global REIT portfolio gained 4.4% during the quarter, outperforming the custom benchmark by 2bps. The
allocation consists of a passive global REIT manager and a passive U.S. REIT manager.

Outlook

As previously highlighted, following the aftermath of the financial crisis, differences in indebtedness and
monetary policies resulted in substantial divergences in growth rates and economic activity across
countries. Countries such as the US and UK, which eased aggressively, experienced strong cyclical
recoveries, whereas countries that did not pursue aggressive monetary policy, such as continental
Europe and Japan, experienced insufficient growth. These divergences are likely to narrow as the US and
UK are moving towards tightening policy, whereas Europe and Japan are now easing aggressively.

The US economy has been growing at a healthy rate without the support of quantitative easing as private
sector credit growth and labor markets have normalized and are supporting growth. Further boosting
growth is the recent fall in oil prices which has helped increase consumer confidence and household
spending. Going forward, growth is likely to moderate as the positive effect of lower oil prices is likely to
fade and become a headwind due to lower fixed investment and reduced employment in the oil sector. In
addition, an appreciating US dollar may hurt the export sector and reduce overall production growth.

Highly anticipated European quantitative easing began during the quarter and pushed the euro down,
reduced bond yields to historically low levels, and raised stock prices. These positive forces are
supporting growth in Europe by lowering debt costs, increasing employment and improving consumer
sentiment and demand. However, the effectiveness of European quantitative easing may be not as
impactful as it was in the US given that yields are at low levels and Europe may also need to agree to
fiscal and structural reforms to produce sustainable growth.
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The Federal Reserve is expected to begin increasing short term rates by the middle of the year; however,
the Fed will likely be cautious given that the risks of tightening prematurely outweigh the risks of not
tightening soon enough. A global overcapacity remains, high levels of indebtedness in the developed
world, and steep commodity price declines, serve to reduce inflationary risk and heighten the risk of
raising interest rates too soon. Additionally, the Fed has a greater ability to subdue inflation if it surprises
on the upside versus providing additional stimulus to support faltering growth as interest rates and risk
premiums are at low levels.

Sources: Bloomberg, Northern Trust, MSCI, S&P, T. Rowe Price, FRM, Wilshire Associates, Bridgewater, JP Morgan, BlackRock, PE Hub,
Private Equity Analyst, Pitchbook, Real Capital Analytics, RE Alert, Schroder, Oil & Gas Investor.

Risk Profile

The risk/return statistics for the CRHBT for the 1, 3 and 5 year periods ending March 31, 2015 are shown
below:

1 Year
Total Return Risk  Sharpe Ratio Sortino Ratio Return/Risk
CRHBT - Net of Fees 6.76 5.84 1.11 1.36 1.16
CRHBT Benchmark 6.46 5.53 1.12 1.41 1.17
3 Year
Total Return Risk  Sharpe Ratio Sortino Ratio Return/Risk
CRHBT - Net of Fees 8.87 5.61 1.52 1.86 1.58
CRHBT Benchmark 8.46 5.44 1.47 1.82 1.56
5 Year
Total Return Risk Sharpe Ratio Sortino Ratio Return/Risk
CRHBT - Net of Fees 8.82 10.98 0.77 0.95 0.80
CRHBT Benchmark 8.67 10.90 0.76 0.95 0.80
Participating Agency Allocation
12/31/2014 12/31/12014 - 03/31/2015 313112015
Agency Balance $ Balance % Contributions Expenses Investment Gain/Loss Balance $ Balance %
Montgomery County Govt $228,665,140 49 .89% $13,952740  ($176,938) $6,780,093 $249 221,035 48 38%
MontCo Revenue Authority $1,818,511 0.40% $42 850 ($1,407) $53,920 $1,913,874 0.37%
Strathmaore Hall Foundation $808,054 0.18% $24225 ($625) $23.959 $855,614 0.17%
Gredit Union $747,026 0.16% $18,650 ($578) $22.150 $787,248 0.15%
Dept of Assessments & Tax $10,720 0.00% $0 ($8) $318 $11,029 0.00%
District Court of Maryland $0 0.00% $0 $0 $0 $0 0.00%
HOC $9,187,225 2.00% $326,775 ($7,100) $272,408 $9,779,299 1.90%
WSTC $64,551 0.01% $1,900 ($50) $1,914 $58,315 0.01%
Village of Friendship Heights $224 398 0.05% $6,150 ($174) $6,654 $237,028 0.05%
Montg. Cty. Public Schools ~ $178,197 159 38.88% $28,502,333  ($137,887) $5,283,680 $211,845 286 41.12%
Montgomery College $38,642,859 8.43% $658,000  ($29.901) $1.145.790 $40.416.747 7.85%
Total $458 365644  100.00% $43 533623  ($354,678) $13,590,886 $515135476  100.00%
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