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The meeting, held in the Bay County Personnel Conference Room, Ground Flocor,
Bay County Building, 515 Center Avenue, Bay City, Michigan, was called to order
by Chairman, Steve Gray at 9:05 a.m. Roll call was taken. 2ll trustees are
present except Mr. Coonan, Mr., Morse, and Ms. Peltier.

1. Moved, supported and carried to excuse Trustees Coonan, Morse and Peltier,

Mr. Gray called for public input. Seeing no one from the public present, he
moved onto petitions and communications.

There are three money managers scheduled to present today. First to present
are Kevin Ryan, Scott Westphal and Dave Wharmby from Cornerstone Real Estate,
Stamford, Connecticut. Hard coples of their report were provided to all
Trustees,

Mr. Ryan stated they have been with Bay County for five years this month.
During this time period there was a total contribution of $5.3 million. The
account value as of September 30, 2013 is $10.4 million. Since inception the
annualized total gross return of 16.4% and 15.7% net of fees vs. the Index of
14.5%.

Cornerstone remains healthy and strong with no major updates to report. As of
September 30, 2013 assets under management are $42.3 billion.

Mr. Westphal stated we are in an economic environment where recovery 1s not as
strong as they would like it to be. WNormally, in an econcmic recovery GDP
growth runs between 3-5%. Currently it is at 2.5% which is lower than they
would like to see. Job growth is low and the numbers have been weak the last
couple of months. Their expectations for the U,S. REIT market are that we
will generate an 8-10% return on a one year forward basis. This 1is

competitive with the fixed income world and aliso competitive with the broader
equity market.

There was some discussion in response to a question from a Trustee regarding
our investment policy and the guidelines we have set for Cornerstone, They
feel the investment guidelines are currently where they should be. They
clarified that they buy a portfolio of REITS. They own 41 separate REITS
companies on behalf of our fund, and therefore can diversify the portfoelio in
accordance with the policy ranges set up and also maximize our returns.

They gave a summary of each sector listing the positives, negatives, and risks.
They reviewed the Bay County Retirement System portfolio composition. The top
ten holdings and performance. 1In regards to their performance they are
currently about 70 basis points over their benchmark on a year-to-date basis.
Page 21 of their report indicates that as of September 30, 2013, they
outperformed the benchmark for the year-to-date, 1 year, 3 year and 5 year
periods. As of October 21, 2013 the numbers have improved even more.
Decisions made by the Federal Reserve impact the REITS market as well as
actions by Central Bank. They are encouraged by the fact that given all the
different types of market pressures, they have been able to perform well, so
the future is bright for them in a more normalized environment.
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They answered questions from Trustees, concluded their presentation and
departed.

Corporation Counsel, Martha Fitzhugh, is present and Chairman Gray wants to
discuss the election calendar as well as changes in hours for the upcoming
election. Due to shifts of work at the Sheriff’s Department, 24/7 at BMCF and
evening hours at the Library we are asking for a change in polling hours. The
County Clerk is agreeable to having the polling hours open from 10:00 a.m. to
7:00 p.m. This would allow employees from all shifts the opportunity to vote,

Mg, Fitzhugh states that regarding the election calendar she has no comment. A
copy of the November/December calendar was prepared and provided by Sue
Gansser. Ms. Fitzhugh did update the Notice of Election and provided a copy
to the Trustees. This Notice must be out by November 1%%, 2013, She also
provided proposed updates to the Election Rules. The proposed language 1is
underlined and in italics. The propesed language reads “The election shall be
conducted between the hours of 8 a.m. and 4 p.m. except where there are
multiple shifts, the Retirement Board may authorize different or extended
election hours at all polling locations”, Page 10 proposed language indicates
the ballot can shall be returned to the County Clerk “no later than 9:00 p.m.
on election day”. If the Board of Trustees approves the proposed changes to

the Election Rules, then the times that elections are ordinarily scheduled can
be expanded.

Chairman Gray explained that the County Clerk, Ms. Luczak, is willing to
accommodate the request of this Board and she is receptive to the changes the
Chairman asked for.

2. Moved, supported and carried to approve the changes in language as
outlined by Corporation Counsel to the Election Rules for Employee
Representatives to the Board of Trustees of the Bay County Employees
Retirement System.

3. Moved, supported and carried to approve the Notice of Election with the
adjustment in voting times being from 10:00 a.m. to 7:00 p.m.

4. Moved, supported and carried to approve the Election Calendar.

Mr. Todd Needham from Loomis Sayles, Corporate Bond Manager, Boston,
Massachusetts is next on the agenda. Mr. Needham provided a copy of his report
to all Trustees. He discussed actions by the Federal Reserve and the
government shutdown, and how they impacted the market. As interest rates rise
with bonds, generally, the market value of a bond will decline. As of October
the firm has approximately $192 billion dollars in assets under management.
There have been no significant changes in personnel at the firm.

The Year-to-Date portfolio (gross) was (2.07). As of October 18, 2013 it had

improved to (.94), and as of today’s date, October 24, it has improved again.
Since inception, through the third quarter of 2013, the portfolio has out
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performed the Barclay’s benchmark.

Mr. Needham discussed the historical characteristics of the portfolio, changes
in the sector allocation, quality distribution, and quality allocation changes.
Trustee asked if the current investment policy guidelines were acceptable. Mr.
Needham stated the investment guidelines set by this Board are fair but one
potential option to consider would be increasing the restriction on below
investment grade, i.e, securities rated below BBB- from 10% to either 15 or
20%. Mr. Needham discussed the economic and macro environment outlook and the
bond market environment. They expect growth to pick up in 2014 not only in the
U.S. but globally as well. Real estate prices have been improving nationally.

He answered questions from Trustees, concluded his presentation and departed.

5. Moved, supported and carried to receive the portfolio performance report
from Loomis Sayles.

0. Moved, supported and carried to receive the portfolio performance report
from Cornerstone Real Estate.

Mary Nye from Becker, Burke Associates is present today to discuss the manager
search for a Core Real Estate Investment Manager. She provided a handout to
all Trustees with a summary on the potential managers. The five potential
managers are: American Realty, Cornerstone, J.P., Morgan Asset Management,
Principal Real Estate Investors, LLC, and Prudential Real Estate Investors.
Ms. Nye reviewed the criteria required to be considered for our portfolio.

Cornerstone currently manages our REITS, but Ms. Nye wanted the Board to be

aware that they also offer an open ended real estate fund, that this Board
could consider.

All the firms are structured in the same way in that they are all real estate
teams and are focused on buying real estate. When these firms are buying
institutional/commercial properties they look at location, amenities near by,
population, tenants, rents, property taxes, liens, and many more details. All
of these teams offer core real estate but also offer opportunistic value add
which is a little more aggressive and risky. That usually includes raw land,
and timber. Core real estate does not have that, but they do offer those
products. For the core real estate product there is a defined portfolio

management team, usually 2-4 people that are focused about 90%-100% of their
time on this product.

From the team point of view, American Realty is probably the smallest team of
the five. BAmerican Realty is owned by the founder of the firm, Stanley Iezman.
He owns 100% of the firm, The other firms are entities of large corporations
and so they are a publicly structured firm and they may own share of the parent
company.

All the firms have been around a long time. J.P, Morgan is the youngest,
starting in 1998. Each firm has an investment committee usually made up of 8
to 10 of their senior personnel at the firm, and they must approve all
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purchases., There are many checks and balances in the processes of all the
teams. Ms. Nye reviewed and explained the historical sector allocation
(retail, multi-family, industrial and office) and the historical geographical
allocations {(Northeast, Southeast, Mideast, Southwest, East North Central,
Mountain, West MNorth Central and Pacific). She talked about leverage which is
how much the Fund can mortgage to buy a property. Most of these funds do not
want a lot of leverage or many mortgages so they try to use cash from the
clients to buy the properties, but there are maximums. She reviewed the fees
for each firm and their provisions for contributions and withdrawals.

All of these funds have interested clients that want to put money into the real
estate asset class but the real estate funds themselves do not have enough
properties to buy to take that money. When that happens, they set up a queue.
The queues can be defined in different ways, but basically if you came to them
on QOctober 1 and stated you wanted to get in to the fund, they will respond
that they have so many clients before you and that with the amocunt of money
they have, the amount of properties they have, it will take x amount of time
for you to invest.

Currently, all five of the firms have a queue to enter the fund and may have a
queuve to get ocut as well. This is not a liquid asset class, it will be long
term, and the money is locked in. This is different from anything else we have
invested in sc she wants this Board to be aware that it 1s common in real
estate to have queues to get in and out.

In regards to fees, Prudential is a little different. They do have the tiered
schedule but they also have an “incentive” fee on top of that. The incentive
fee is based on their operating cash flow and was outlined on page 6 of their
profile. The Performance-Based Fee is calculated quarterly based on each
client’s share, so the fee could change from guarter to quarter. Ms. Nye
wanted the Board to be aware of this because from an accounting perspective, it
adds another layer of accounting.

From a team point of view, there is some turnover due to departures or
retirements. The Managing Director of J.P. Morgan will be retiring, so the
team will drop down from three to two.

Ms. Nye stated that real estate is a good diversion from an asset class point
of view. Regarding risk/return, this class usually falls between equity and
fixed income. It will not be as risky as equities but it will be better than
fixed income. She feels that this is a good second step after REITS to hire a
manager to go directly into these properties and that it would be a diversified
product. There was some discussion about staying with Cornerstone and giving
them more money. Ms. Nye states that REITS are a very small percentage of the
real estate market, only about 10-15%. The rest is all privately owned. So,
by having all our real estate through REITS, we are limiting how much exposure
we can get in the real estate market versus going with these other type of core
funds.

There was discussion on narrowing down to three managers to schedule for
interviews. One Trustee did not want to consider J.P. Morgan at all but he
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would like the Board to consider Principal and Prudential. Another Trustee
wanted the Board to know he has been personally contacted by American Realty.
He would support interviewing J.P. Morgan, Principal and Prudential., Another
Trustee agrees with bringing in Principal and Prudential. Ms. Hebert, Finance
Officer, questioned the high fees that are assessed for managers in this
universe and also the fact that there is a wait to get in and a wait to get

out. Chairman Gray states that traditionally we have brought in three managers
to interview.

7. Moved and supported and carried to interview J.P. Morgan Asset Management,
Principal Real Estate Investors, LLC, and Prudential Real Estate
Investors.

Mary Nye will make arrangements with these three managers for interviews,

Next on the agenda is MacKay Shields, Convertible Bond Manager from New York
City, New York. Presenting today is Edward Silverstein, Portfolio Manager. A
copy of the performance report was provided to all Trustees.

Mr. Silverstein gave a quick overview of the company. Total assets under
management are $77.7 billion as of September 30, 2013, He wants to continue a
discussion that was started last year. Our account is unigue and some things
have changed in the last few years that make our account viable right now, but
a year from now it probably won’t be. The market has changed whereas our
investment mandate dictates that the account must be investment grade. When
the account was opened that was not a problem and up to a few years ago it was
not a problem. Last year they began to see that the market for investment
grade convertible bonds had shrunk for the last three years, and was no longer
growing. The notion of managing a convertible bond account with the mandate
that Bay County has, which is that the overall credit rating needs to be in the
A category or better, is viable at the moment. He feels that a year from now
it will no longer be a viable universe from which to invest.

Mr. Silverstein described what a convertible bond is and how it works.

Companies issue them because they can pay a lower interest rate by offering the
conversion feature.

MacKay Shields look for bonds that will participate in 60-80% of the upside of
the underlying stock and usually about 30-40% of the downside. What makes
convertibles attractive is that you get more on the upside.

He states the only thing that needs to be changed is the overall credit quality
of the portfolio. They could maintain it at investment grade it would just be
a few notches lower than where it is now. At BBB- we would still own good
quality companies unlikely to go bankrupt. This would give MacKay nuch more
latitude and create a better portfolio in terms of diversification and
investment opportunities. He is requesting that the Board consider changing
the investment guideline to BBB- or better.

Mr., Silverstein answered questions from Trustees, concluded his presentation,
and departed. é;
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ANNOUNCEMENTS :

A, Next regularly scheduled meeting will be Tuesday, November 12, 2013 at

1:30 P.M. in Commissioner’s Chambers, 515 Center Avenue - 4'" Floor, Bay
City, MI 48708.

UNFINISHED BUSINESS:

Chairman Gray discussed the meeting he had with Corporation Counsel regarding
legal services for this Board. His three objectives were 1) to hire the firm
of VanOverbeke, Michaud & Timmony from Detroit for legal services 2) that the
new Retirement Administrator be an accountant 3) that the Retirement
Administrator report to the Finance Office rather than the Personnel Director.
The results were that Martha Fitzhugh will continue to be lead counsel for this
Board, however, it will be at the discretion of the Chairman of the Board as to
whether each legal item that needs attention stays in-house or goes to
VanOverbeke, Michaud & Timmony.

Chairman Gray states that it appears the new Retirement Administrator will be
an accountant, and once hired will answer to both the Finance Officer and the
Personnel Director.

He stated that everyone that attended this meeting will meet again in December.

NEW BUSINESS: None
MISCELLANEQUS BUSINESS: None
ADJOURNMENT ;

Chairman Gray adjourns the meeting at 12:07 p.m.

Resfectfully submitted,

WC&“MMJ,

Crystal’ Hebert
Finance Officer/Secretary

Transcribed by: Haomi Wallace



MEETING OF THE BCERS BOARD OF TRUSTEES COMMITTEE
OCTOBER 24, 2013
MONEY MANAGER PRESENTATIONS

IN THE PERSONNEL CONFERENCE ROOM, LOCATED AT 515 CENTER AVENUE, GROUND FLOOR,
BAY CITY, MI 48708

MEETING CALLED TO ORDER BY: CHAIR STEVE GRAY AT 9:05 A.M,

OTHERS PRESENT:  CRYSTAL HEBERT, ELIZA CORTEZ, SCOTT WESTPHAL, TODD NEEDHAM, EDWARD
SILVERSTEIN, MARY NYE
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PELTIER E E E E E E E
PETT Y Y Y Y 5 M Y
STARKWEATHER 5 S s S Y Y S

CODE: M - MOVYED; S - SUPPORTED; Y-YEA; N-NAY; A-ABSENT; E-EXCUSED
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The meeting, held in the Bay County Commission Chambers, 4th Floor, Bay County
Building, 515 Center Avenue, Bay City, Michigan, was called to order by
Chairman, Steve Gray at 1:31 p.m, Roll call was taken. All trustees are
present except Ms, Peltier.

1. Moved, supported and carried to excuse Trustee Peltier.

Mr. Gray read a note from Ms. Peltier indicating that she would not be present
for today’s meeting and most likely she would not be present for the December
meeting either as she is preparing to retire from her employment.

2. Moved, supported and carried to approve the minutes, as printed, from the
October 8 regular meeting.

3. Moved, supported and carried to open the meeting for public comment.

We have a quest today from Bay Medical Care Facility. Kristal Zielinski
introduced herself and stated she submitted her petition to be a Trustee on
this Board.

Chairman next moved to Petitions and Communications. Present today are
Kimberly Hyland and Andrew Boyd from MFS Investment Management, Boston,
Massachusetts., A copy of their performance report was provided to all

Trustees, in advance, via the web,

MFS currently has $385 billion assets under management. They have a
diversified client and asset base and the profile we see at MFS is not likely
to change going forward. The strategy that Bay County is invested in is U.S.
Equity Growth which has about $13.5 billion in assets under management as of
the end of September. Ms. Hyland states they had a great run in the last year
with strong absolute returns but noted that we are only five years out of the
global financial crisis. She states we will continue to see volatility over
the next five years,

On page 6 she reviewed the performance of our portfolio versus the benchmark of
the Russell 1000 Growth Index. The portfolio outperformed the index for the
third quarter of 2013, year-to-date, one vyear, and since inception.

Mr. Boyd discussed the performance results - gross and net of fees listed on
page 7. He did an overview of the portfolio and how it runs, stating they are
a long term investor. They are looking out 2-5 years from today at long term
earning power and looking for companies that generate a very consistent stream
of out-performance 3-5 years from today. The market environment today has
been relatively slower growth, a more volatile market, but it still has some
positive growth from a U.S. Equity perspective. GDP and economic growth is
fairly moderate and they think an environment like this is ideally suited to
the strategy. They are looking for companies that generate strong growth
several years from today. There aren’t many companies that can achieve that
and they feel the market will ultimately separate the winners from the losers
and will bid up the stocks that are able to generate strong growth in a tough
economic backdrop and discount the ones that are able to generate strong
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growth., MFS is looking to identify those companies and hold on to them for
long term appreciation. Mr. Boyd states that MFS generated most of their out
performance through securities selection. He reviewed the companies that were
contributors as well as detractors and areas where they were underweight.

Ms, Hyland and Mr. Boyd answered guestions from Trustees and concluded their
presentation.

4. Moved, supported and carried to receive the performance report from MFS
Investment Management.

Ron Wlock from Maximus Consulting was scheduled next on the agenda, but he is
not present. Chairman proceeds to the next item.

Jeff Black and Howard Pohl, our consultants from Becker, Burke Associates are
here to present the third quarter report for 2013. A copy of their report was
provided to all Trustees via the website. Mr. Pohl refers to page 4 which
describes the markets for the various periods of time in September. With the
exception of the fixed income area we had a terrific quarter and a terrific
year. The calendar year to date we are looking at returns of around 25% or so
in the Large Cap area, and 30-35% in the small cap area. Mr. Pohl states
these are great results overall.

Jeff Rlack refers to page 5, Asset Allocation vs. Policy Target Allocation.
Domestic Equity as of the end of the quarter was up to 57.8% which was a
dramatic help to the Fund. Most of the gains came from the U.S. Equity bucket.
International Equity was slightly underweight relative to the policy. Fixed
Income was also underweight and REITS was slightly over the allocation and has
been appreciating.

The Total Fund for Bay County for the quarter had a 6.3% return, We ranked in
the 4™ percentile against a peer universe of other funds with also a high
equity commitment. This was a tremendous return. The Investment Policy Index
was 4.7%. For one year the return was 17.5% ranking in the 5% percentile.

Mr. Black discussed Barings which is an international equity fund. Their
performance is lagging and Mr. Black states they have been in contact with
Barings. Becker Burke continues to believe in Barings’ strategy. The stocks
they have in the portfolio were not rewarded this quarter and they missed the
benchmark. Becker Burke recommends keeping Barings on watch status and they
will continue to assess them on a quarter by guarter basis.

Mr, Black reviewed the combined fixed income fund pool. This fund had 0.9%% for
the quarter and on a relative basis, very strong in the 35® percentile, but we
are not getting a lot of performance in this area. The one year was (-1.0).
They have some concerns about fixed income and what the future holds.

The beginning market value for the fund was $264,506 million, and the ending
market value as of September 30, 2013 was $279,323 million.
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Mr. Pchl and Mr. Black answered questions from Trustees and concluded their
presentation for the third quarter report.

5. Moved, supported and carried to receive the third quarter performance
report from Becker, Burke Associates,

The next item on the agenda is 2013 Asset Allocation Study Results prepared by
Backer, Burke Associates,. A copy of the report was provided to all Trustees
via the website. Mr. Black states that what they did was to lock at the
current position of the Fund relative to the policy we have in place and also
consider the options available under the new Public Act 347 and what that may
provide in terms of new flexibility we may be able to implement.

Becker, Burke will recommend a portfolio to this Board which they believe has
the best chance of achieving long term objectives of the system.

Mr. Black provided charts indicting the Investment Policy Target and the
allocation of the fund as of September 30, 2013. The current portfolio is
diversified across 7 distinct asset classes with about 2/3 in equities and
about 1/4 in fixed income with the rest in alternative type assets somewhere
between equities and bonds. Their philosophy was that adding more of these
“in between” would ultimately help to reduce the volatility of the portfolio.

Mr. Black reviewed the charts indicating the long term expected risk and return
of the various asset classes in the portfolio and they also plotted the
risk/return of several different optimized portfolios that their system
generated, They plotted our current policy as well as what they would expect
the risk/return to be of the current allocation at the end of the quarter.

Looking at bonds they expect roughly 4% return for a core bond portfolio. They
are thinking inflation is somewhere around 3.5% over the long term, so after
you factor out the inflation we are looking at .50%, almest nothing in terms of
real return for bonds. Mr. Pchl states the 4% is what they think it will do in
the next few years. All of these are 10 year horizons. For the next couple
of years they think bonds will be 0-1% on a total return. If interest rates
go up say to 5-6% then for the next 7-8 years it may average 4%, but they do
not think we will make much income.

When they put the current policy through their optimizer program it projects
that over the long term it might return around 7.7% annualized with 13%
volatility. Knowing that our current allocation is skewed toward equities they
see that position returning around 7.9% return, so slightly higher with a
little higher volatility at 14%. They made some recommendations regarding
reallocating among the funds, with a new allocation for the new real estate
manager.

Becker Burke feels there are bargains to be had in International stocks than in

the U.S. The U.S. stocks have dramatically outperformed International.
Normally, that converges over time, so we would expect U.S. and International
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performance to come together at some point. This means either U.S5. has to
come down, or International has to come up. Becker Burke thinks International
has the upper hand here for maybe the next 3-5 years out, which over the longer
term should generate better performance. Becker, Burke feels that moving more
into the International bucket is better because it is cheaper at this point in
time. Mr. Pohl states that if we look back 25 years ago, about two thirds
capitalization of the world’s stocks was domestic U.S. equities. It has
virtually flip-flopped now, with roughly 35-45% in U.S. They are talking about
28% of our equity assets being International and the rest domestic. So, we
would still be underweight in the world representation. Mr. Pohl states if we
look at how the economies are going, what is expected to be happening in much
of the market world, they feel this would he a wise cheolce.

Looking at the Intermational market, at the beginning of the year we were
around 13.5%, and now we are around 15%. So between 17-17.5% domestic and
where International are, they think there is more value in International.
They like both, going forward, but they see more opportunity right now in
International.

Mr. Black states that this would be where they would prefer to position the
portfolio today to take advantage of the opportunities they project over the
next ten years. However, they will continue to update their monitoring and
come back to the Board in the future should they see different opportunities,
or their assumptions be proven wrong. Mr. Pohl states that we are leooking to
hire a real estate manager and will be setting up a interview date. As
mentioned earlier, there are queues to get into some real estate funds, so we
if we approved 5% exposure today and have the interviews later, then signed the
documents, you are looking at twoc quarters at a minimum to get into a co-
mingled real estate fund. We could be looking at possibly June 2014 before we
get in to real estate. Mr. Pohl states if we approve this, it will be some
time before the 5% can move, so they would move into these others during that
period fo time, recognizing that they want to keep 5% available,

There was discussion on how to implement this type of action, and a Trustee
asked about allocating to an existing international manager, or a new one.

Ms. Hebert states that changing the investment policy to reflect these changes
locks you into the real estate manager that we haven’t done business with yet.
Also, the Board needs to consider that the fees involved with International
equity and real estate are considerably higher. Mr. Black states that we are
looking at a fairly large commitment which may justify an additional manager,
or a replacement if Baring’s should continue to have performance issues.
Trustee asked about the time frame to do this. Mr. Black states if we start
looking at the options now, then make a decision, it will take months to
implement the changes.

6. Moved and supported to have Becker, Burke pursue a manager search for an
international manager and to report back to the Board with a list of
candidates and recommendations.
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Roll call:

Brzezinski - vyes
Coonan - yes

Gray - ves

Herek - yes

Morse - vyes

Pett - vyes
Starkweather - yes

Motion passes.

Mr. Pohl asks if the Board wants to consider any other shifts in policy from
where we currently are to the proposed position.

7. Moved, supported and carried to adopt Portfolio A as the investment policy
target, as recommended by Becker, Burke Associates to be implemented over
a reasonable period of time,.

Discussion: Trustee asks for clarification on how this will be implemented.

Mr. Black states that the order of events is that this Board must first revise

the Investment Policy. Once the Investment Policy is approved and signed, then
Becker Burke can execute and make the portfolio a part of the policy. Mr. Pohl
states that some of these 1% type changes can be made quickly 1f it was needed

to raise funds to move to another area. They canft do anything with the 5% for
real estate until we have a manager in place.

8. Moved, supported and carried to receive the Portfolic Value from January
1, 2012 to October 31, 2013. The value as of November 11*" is $285
million.

9. Moved, supported and carried to receive the portfolic report from Baring

Asset Management ending 9/30/13.

10. Moved, supported and carried to receive portfolio reports from Baird,
Columbia, Cornerstone, Geneva Capital, Hotchkis & Wiley, Integrity Asset,
Loomis Sayles, MFS Investment, MacKay Shields, and Schroder all ending

9/30/13.

11. Moved, supported and carried to receive the report from ConvergEx ending
9/30/13.

12. Moved, supported and carried to receive Refunds/Retirements for the month

ending October 31, 2013.

13. Moved, supported and carried to receive BCERS Year-To-Date Budget report.

/P~
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l4. Moved, supported and carried to receive correspondence from Columbia
Management regarding an organizatiocnal change.

15. Moved, supported and carried to receive correspondence sent te Integrity
Asset and Columbia Management regarding re-balance of asset allocation.

Item M on the agenda is an engagement letter from Gabriel Roeder Smith &
Company with their proposed fees for the December 31, 2013 actuarial valuation,
Chairman Gray states that about six months ago the Board was going to request a
bid for actuary services. Unfortunately, getting the RFP written has been a
bigger task than realized. In the interim, we need to have somecne preparing
our actuarial for the current calendar year. Chairman Gray asks that this
Board give this job to Gabriel Roeder Smith & Company for the current year.

16. Moved, supported and carried to approve engaging Gabriel Roeder Smith &
company for the 2013 Actuarial Valuation.

The next item on the agenda is an update on the actuary bid, request for
information (RFI). Chairman Gray advised that county purchasing agent had a
slow down on this project. There has been correspondence between Corporation’
Counsel and the law firm of VanOverbeke, Michaud & Timmony. Basically, they
have given a Request for Information, and Mr. Redmond, Building Authority,
volunteered to take on some of this work. This RFI can go through different
companies that narrow the field of candidates. At this time, it appears that
the soonest we can go out for bid may be summer of 2014,

17. Moved, supported and carried to receive Item M, Request For Information.

Ms. Hebert clarified that a Request for Informaticn is used to help the County
prepare a Request for Proposal. They asked VanOverbeke for information and
this document is what he provided. This is an idea to have consistency in
developing the RFP for the scope of this Board of Trustees and all the

different units. This is a tcol to help us develop the RFP. Trustee
inquired about purchasing the software to update the pension system and if that
could be implemented separately from the RFP, If the Board approved to do

that, the software would be developed by Gabriel Roeder as they are the current
vendor. The question is could this new software still be used if the Board
chooses a different actuary firm. Ms. Hebert is not sure about this, but she
has heard that software program is propietary software. Mr., Quinn, Human
Resources Director, states that his understanding as well, so he does not know
if we could use it if we change vendors. There could be licensing issues, or
it may not be compatible. If we purchase the software, it may be useful for a
portion of the year, or it may be useful going forward.

18. Moved and supported carried to purchase software for pension program,

Discussion: This is an expenditure of 523,000 to $30,000. We don’t yet know
what type of reports we want, and we don’t know if we are going to continue

12
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with the current actuary firm. One Trustee stated he could not support this
motion. Another Trustee asks if the RFI inguires about software. Ms. Hebert
states than an RFI is non-binding but will give us feedback on best practices,
industry standards and technology issues. They may discover something in the
RFI or something they want to include as part of the Request for Proposal.
Another Trustee wants the vendor to provide that service with their software
and be part of the bid process.

Roll call:
Brzezinski - ves
Coonan - yes

Gray - ves
Herek - yes
Morse - yes
Pett - vyes

Starkweather - no
Motion passes.

The next item on the agenda is Item O, drafts of updated policies and annual
report formats, Corporation Counsel, Marty Fitzhugh, has been working with
the attorney Thomas Michaud regarding policies on travel, education, etc. Ms.
Fitzhugh will be revising these documents to fit Bay County and will submit the
documents next month.

19. Moved, supported and carried to receive the drafts of updated policies and
annual réport formats submitted by Corporation Counsel,

ANNOUNCEMENTS :

A. Next regularly scheduled meeting will be Tuesday, December 10, 2013 at
1:30 P.M, in Commissioner’s Chambers, 515 Center Avenue - 4" Floor, Bay
City, MI 48708.

UNFINISHED BUSINESS:

Jeff Black updates the Board regarding the October 24 meeting with MacKay
Shields and their request to reduce the average quality from A to BBB. Becker,
Burke did some research and they are recommending to this Board that they
approve an adjustment to the guidelines to reduce the average quality by one
notch, which would allow MacKay to pick up about 400 additional securities

20. Moved, supported and carried to adjust the investment guidelines regarding
MacKay Shields.

Chairman Gray informs the Board that a request was made to adjust the voting
hours on election day. The Bay Medical Care Facility would like the voting
hours changed to 6:30 a.m. to 3:30 p.m. That will allow that facility to
catch all three shifts. The County Clerk is willing to make that change.

21. Moved, supported and carried to change the election voting time to 6:30
a.m. to 3:30 p.m. for the Bay Medical Care Facility.
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NEW BUSINESS:

Trustee asked for an update on the real estate manager search. Chairman Gray

states that he would like to schedule the three interviews sometime in January
2014, Chairman also gave an update on the process to replace the Retirement

Administrator position. Several interviews have been completed, and they have
one more scheduled.

There is discussion about scheduling a date for the interviews, possibly in the
morning of the regular scheduled meeting date of January 14, 2014. Trustee
inquires about the issue of having a meeting before the board has elected a new
Chairman and Vice Chairman for 2014.

22. Moved and supported to have a special meeting on January 14, 2014 at 10:00
a.m., to interview three core real estate money managers.

Roll call:
Brzezinski - yes
Coonan - yes

Gray - yes

Herek - absent
Morse - yes

Pett - yes
Starkweather - no

Motion passes,

MISCELLANEOUS BUSINESS None

ADJOURNMENT :

23. Moved, supported and carried to adjourn the meeting at 3:10 p.m.

spectfully submitted,
&lekkﬁﬂd‘
Q,\?T&/Q/ T
Crystal Hebert
Finance Qfficer/Secretary

Transcribed by: Haomi Wallace
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BAY COUNTY RETIREMENT SYSTEM
ASSET ALLOCATION STUDY RESULTS — OCTOBER 2013

PURPOSE

This Asset Allocation Stady will form the basis of discussion toward ultimately establishing the long-
termn asset allocation target and commitment ranges. This report is intended to communicate (he
assumptions used and process followed in constituting the portfolio recommendations.

DESIGN OI' ASSET ALLOCATION TARGETS AND COMMITMENT RANGES

The Asset Allocation Study was conducted in five steps. In the study we present analysis of the current
policy and alfocation of the fund. In addition, we recommended allocation levels for the various asset
classes with the goal of meeting the objectives of the fund.

To accomplish this, Becker, Burke first cvaluaied the actuarial rate of return required to achicve the
Plan's stated objectives. As part of this process, we considered all appropriate investment opportunities
within applicable legal and fund guidelines, projected the future range of financial results from such
opportunitics {individually and in combination), and vevicwed the expected results of future
contributions and distributions as detailed in the Actuary’s report.

Step One: Gather I'acts & Consider Desired OQuteome

The stated objective of the Bay County Employees Retirement System is to cstablish and receive
contribulions, as a percentage of active member payrofl, which will remain approximately level from
year to year and will not have to be increased for [uture generations of citizens. From the 2012 actuarial
report, the fund’s current return assumption is 7.5% using a liability growth factor of 3.5% per year,
The actuarial ratio of fund assels to unfunded liabilities is approximately 98%.

As part of our rescarch we considered the cash flow needed by the fund to pay current liabilities.
However, income generation is of much less concern than realizing the long term return target of the
portfolio, Historically the fund has held a high equity commitment, upwards of 65% of the fotal assels.

YEEUERE G065 3117820904 v e beckerbinkecoss



Bocker, Burke

AHoH 1y b ALk

Below, the current investment policy target allocation and the allocation of the fund as of 9/30/2013.

Investment Policy Tarpet Sept 30, 2013 Allocation
US Fixed
US Fixed 27;3 ‘
26% US Large Us Largo
1% 2%
Converts
6%
Converls REIT
5% 4%
Rfi" Intl Equily
3% US Mid 25
intt Equity US Sma! 15% us 3?13” U81 ;’;,m
14% 6% a% ’

Step Two; Lstablish Portiolic Model Assumptions

Long term sisk and return assumptions for the various asset classes utilized in the portfolio, including
large, mid and small cap domestic stocks, foreign stocks, core investment grade bonds, convertible
securities, REIT securitics and rcal properly were developed. Investment flexibilitics allowed under the
newly enacted statute were considered in this step. As a resull, we recommend adding direct Real
Estate Property exposure. In the recommended portfolio we have included an allocation to US Real
Estate Properties with the beliet that this assef class will complement the current REIT exposure and
help to diversify the income gencrating asscts of the porifolio.

Assumptions on risk and retur were crafted in the context of historical performance data for each asset
class in addition to the historical inter-relationships of the capital markets and current projections for
interest rates and inflation, The results were further refined to refleet fundamental lactors such as
valuations, growlh, liquidity, tax implications, regulatory factors, etc. As a result, each assumption
reflects the combined experience and perspective of all Becker, Burke’s investment professionals.

Further, our assumptions are assesscd relative to those developed by other consultants and investment
management firms. This was done to ensure that the results of our analysis were consistent and
reasonable relative to the assumptions underlying the allocation models of other public pension funds,
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1.us Lérge Cap :
LUSHMIdCap o U g5 20.5%

‘3,08 small Cap ST egw 22.5%
“4.U8 CoreBonds . ol 4.0% 7.0%
S5 b Equity L R 9,3%  20.0%
COCREXT o T g s 19.5%
. Real Estate Proparty 6.7% 15.5%
8. Convertibles ) L 64%  10.0%

1, US Large Cap 1.000 5

2, US.Mid Cap . 0.940  1.000 i%°
3. UsSmallCap - 0890 0930  1.000 ol

4,08 Gore Fixed 7 oot 0040 0000 1.000

6, Convertibles . 0,850 0.860  0.790 0,007  L000 (oo

6. Intl Equity "2 ° 0850 0800 0.740 . -C.100  0.750 1.000 A E
C7VUSREITL S0 0550 0,630 0.633 . -0.07% 0490 0.500 1,000 1o
8. US RE Property 0,350 0300 0,200 0300  0.450 0.400  0.600  1.000

Siep Three: Defermine Range of Allocation Constraints

Next, using compuler bascd statistical modeling and optimization examined the range of resulting
“efficient" asset allocation mixes. Invesiment restrictions were considered and incorporated into this
step.  Additionally, priclent constraints to the maximum or minimum allacations of certain asset classes
were applied. This was done to prevent over allocation to investments exhibiting Favorable risk/retun
that also contain other external risks not explicitly reflected in the input data. These constraints are
fisted below for the various asset classes:
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L. U5 Large Cap : ' 0% 40%

2 USMid Cap o o 0% 15%
S 3,0US Smadl Cap ' ’ 0% 15%
2 us Core Bonds ) 15% 100%

B, Intl BEquity - Co 0% 25%

G REXT 00500 S 0% 5%

7. Real Estate Property e 0% 505
-8, Convertibles . 0% _15%

Step Four: Select the Optimal Portfolio

Using the assumptions generated in step iwo, simulations were ron that included analysis on the curront
portfolio and investment policy target. Hypothetical rate of return and volatility metrics for these
portfolios are displayed below along with Portfolio A which includes an allocation to real estate
property.

LUSLaigeCap . o0 310% 31.0%

SRUSMKECap o ps0% 12.0%
3, U8 Small Cap . 6.0% 5.0%
4, Intl Equity 14.0% 20.0%
5. RELT -0 3.0% 2.0%
6. Repd Estate Property 0.0% 5.0%
7, Convertiles & - C5.0% 4.0%

8. US Core Bonds 26.0% 21.0%
EXPECTED RETURN 7.7% 7.9%
EXPECTED RISK 13.0% 13.5%

Our rescarch work suggests that the policy allocation and current portfolio arc expected to generate a
long term average return above the acluarially assumed rale of 7.5%. Portfalio A, which includes an
atlocation to real cstate property, suggests that a similar vetuwrin can be achieved with fower volatility than
the current allocation.
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The total bond commitment of Portfolio A (21%) is lower than the investiment policy (26%) but similar
to the current altocation (20.8%). The connnitment to US equily is also lower than either the policy or
cwrrent allocation,

International equity allocation is significantly higher in Portfolio A rclative to the others. The model
recommends a commitment of 20% up from 14% in the policy and 11.6% in the portfolio currently.
This change is justificd by the improved outlook for international equity markets since the last study.

Step Five: Establish the Allocation Ranges

We recommend seiting ranges of aceeptable alfocation for cach assct around the allocation target. Over
time, as a particular asset class nears or breaches the upper or lower limit, money should be moved
accordingly to return the allocation to within the range.

il
L

g 3

L US Large Cap 6% 31% 36%

2. US Mid .:C'np": el 9% | 129% 159

3.US $mall Cap 3% | 5% 7%

4. Intd Equity - 14% ° 20% 26%

BOREXT " F o 1% 2% 4%

G, 'R'ee_]'i Estate Property 1% | 5% 6% g
7, Convertibleg i . - 2% 4% 6% Ylad
8, Fixed Income 15% 21% 30% 1}"\)




MEETING OF THE BCERS BOARD OF TRUSTEES COMMITTEE
NOVEMBER 12, 2013

IN THE BOARD OF COMMISSIONER'S CHAMBERS, LOCATED AT 515 CENTER AVENUE, 4™ FLOOR,
BAY CITY, MI 48708

MEETING CALLED TO ORDER 8Y: CHAIR STEVE GRAY AT P.m,

OTHER PRESENT: JEFF BLACK, CRYSTAL HEBERT, TIM QUINN, ELIZA CORTEZ, KIMBERLY HYLAND,

ANDREW BOYD

TRUSTEE 1 2 3 4 5 6 7 8 9 10 11
BRZEZINSKI Y Y Y Y Y sY Y Y Y Y M
COONAN Y M M Y S YY Y Y Y Y Y
GRAY Y Y Y Y Y YY Y Y Y Y Y
HEREK Y S S Y M MY S Y S M Y
MORSE S Y Y S Y YY Y Y Y Y Y
PELTIER E E E E E E E E E E E
PETT M Y Y M Y YY Y M M S Y
STARKWEATHER Y Y Y Y Y YY M S Y Y S
TRUSTEE 12 13 14 i5 16 1?7 is 19 20 21 22 23
BRZEZINSKI Y Y Y Y Y S YY Y Y Y YY )
COONAN Y Y Y Y M M MY M Y [ YY Y
GRAY Y Y Y Y Y Y YY Y Y Y YY Y
HEREK M M M S Y Y SY S M Y A Y
MORSE Y S Y Y Y Y YY Y Y S sY M
PELTIER E E E E E E E E E E YY Y
PETT S Y ) M s Y YY Y Y Y MY Y
STARKWEATHER Y Y Y Y Y Y NN Y 5 Y NN Y

CODE: M - MOVED; 8 - SUPPORTED; Y-YEA; N-NAY; A-ABSENT; E-EXCUSED




BAY 7 ARENAC

BEHAVIORAL HEALTH

Chief Exceutive Officer December 2, 2013
Chnstopher Pinter
Bay County Retirement Board of Trustees

Board of Directors c/o Crystal Hebert, Finance Director
‘}‘;"“?g‘ LﬂP“""‘"gg C‘?:““"‘“ 515 Center Avenue, Suite 701

G Getiger, vice-L-narman
James Anderson, Secretary Bay City, M| 48708
E?:; dpg;;d: g;re;;::mﬁmx_ : Deaf Bay County Board of Trustees:
Richard Gromaski .
Emie Krygier ‘ At the November 21, 2013 regular meeting of the Bay-Arenac Behavioral Health
Colleen Maitlette Authority (BABHA) Board of Directors, Richard Gromaski was appointed as the BABHA
Terri Marta ‘representative to the Bay County Retirement Board of Trustees. Mr. Gromaski will fill
Patrick McFarland the unexpired term of Shari Peltier as Ms. Peltier resigned from her position at BABHA
Thomas Starkweather on November 1, 2013.

Virginia Zygiel
Mr. Gromaski can be contacted via email at richardgromaski@centuryiel.net ar via

Board Administration
Behavioral Health Center phone at 985-875-6282.

201 Mulholland
Bay City, MI 48708

Mr. Gromaski is planning on attending the next regular Bay County Board of Trustees
Meeting scheduled for December 10, 2013 at 1:30 pm. Mr. Gromaski is also aware he

800-448-5498 Accass Center . e e
989-895.2300 Business will need to be sworn in by the Bay County Clerk prior to the December 10 meeting.
Community Support Services Please contact me at 989-895-2348 if you need further information or documentation
Arenac Cenler relative to Mr. Gromaski’s appointment,

PO Box 1188

1000 W. Cedar Thank you in advance for your cooperation.

Standish, MI 48658

L Sincerel
William B. Cammin Clinic !

1010 N. Madison

Bay City, M1 48708
Davidson Building Sara K. McRae
916 Washington Ave., #223 Assistant to the CEO

Bay Cily, MI 48708
cc: Cynthia Luczak, Bay County Clerk
Albert Kahn Building William Powell, BABHA Board Chair

135 Washington Ave. Richard Gromaski, BABHA Board Member
Bay City, MI 48708

North Bay Center
1961 E. Parish Road
Kawkawlin, MI 43631

Wirl Building
509 Washinglon Ave,
Bay City, MI 48708

mvw.bub}iz.nrg
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# CORNERSTONE

PERFORMANCE HISTORY
Bay County Employees' Retirement System

Percent Return
Per Period

Time Period 10/31/2013 - Portfolio FTSE/NAREIT
055 Net Equity REIT Index




B CORNERSTONE

Bay County Employees’ Retirement System

Description

Property
Type

October 31, 2013

Cost Per

Shares

Pereentage
of Market Value Dividend
Portfolio 10/31/2013 Yield

dpariment investment &cManage

581,981

$431,047
95,30

" 2,800 mnwmbmmpw.

”_.h 660 mpm..ﬁmmo 91

$450,800

mh_s 522

Hp‘mwc m“_.”_.o\.mmu..om

§,598.37

$98,257.10

Hw,mno MHom.mcm.Ap

mpwoxwm.om

mu.“_.mbmm.mu

292,890.57

5$254,252.07

4,200 mmomwmno.pm maw,mm

mmé 045

$43,433.67

SKT .wm:wm« Factory 05_2 Centers Shopping Centers 4, quo $172,400.20 $36.53 mpmh 392 2.5%
Total Equities S 10,769,673 3.1%

Accrued {ncome 3 14,986

Total Cash & Cash Equivalents 1.4% S 156,785

Total Portfolio Value 100,0% S 10,941,444
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ConvergEx Recapture Services
Commission Recapture Schedule for

Bay County Employee Retirement System
Effective Date: 12/1/2013

December 3, 2013

Ms. Crystal Hebert

Bay County Finance Departiment
Bay County Building

515 Center Avenue, Suite 706
Bay City, MI 48708-5128

Dear Crystal:

This addendum to your current commission recapture agreement represents the new rates in place with
respect to the brokerage transactions on behalf of the Bay County Employee Retirement System (herein
referred to as the "Fund") to be directed to ConvergEx Execution Solutions LLC (herein referred to as
“ConvergEx”) and its correspondent brokers. All commission charges per share will continue to be based
on your managers’ normal negotiated rate schedules. Pursuant to this agreement, we will refund to the
Fund a percentage of the commission paid directly to ConvergEx, as per the below Schedule.

TYPE RECAPTURE RATE

U.S. EQUITY RECAPTURE THROUGH ALL COMMISSIONS OVER 1 CENT

CONVERGEX DESK PER SHARE

ALL TRADING FOR RECAPTURE 70% OF NET

THROUGH MASTER BROKER NETWORK

EVENT ALL COMMISSIONS OVER 75 MILS
PER SHARE

#Net is the commission amount received by ConvergEx less correspondent execution and clearing charges, and local charges and

taxes.
By Francine Greefiberg By: Crystal Hebert
ConvergEx Bay County Employee Retirement System
TFax ID:

Tax Certification: Under penaities of perjury, I centify that (1) the Tax LD, number shown on this form is my correct Tax 1.D. number, and (2} 1
am not subject to backup withholding because: (a) I am exempt from backup withholding, or () I have not been notified by the IRS that ] am
subject to backup withholding as a result of = filure to report all interest and dividends, or {c) the IRS has rotified me that I am no longer subject
to backup withholding, and (3) I am a U8, person (including a U.S. resident alien) ‘

Tunderstand that I must cross out the text contained in clause (2) above if I have been notified by the IRS that T am subject to backup withholding
as a result of underreporling dividend or interest income.

I meet the requirements of 2a above as an exempt recipient.

The IRS does not require your consent to any provision of this document other than the certifications required to avoid backup withholding.

Sign here; Dats:

40




ConvergExad
G

i roup

Reca ptureSerVICES £
Global Value Cycle

- www.convergex.com

Through a commission recapture program, ConvergEx offers you a simple yet effective way to save on your commission
costs and conserve assets. The program lets you:
»  Reduce your fund’s expenses
* Increase your fund's cash flow
*  Save money

What is Commission Recapture?
Commission Recapture is a program designed to reduce fund
expenses and increase cash flow. This simple diagram details the
process:

= No separate commission recapture program fees

= No minimums

= No time requirements

How ConvergEx generates
commission recapture in global trading

We require only a letter of agreement between your fund and
ConvergFx detailing the proportion of commission that we will
rebate to your fund, and a direction letter from you to each of your
fund managers who will be participating in the program.

Why Use ConvergEx? \ 2 /

We are a pioneer and one of the leaders in commission recapture.
Over 1,700 funds worldwide have established a commission

" Correspanden
Brokei/s.

—_

, You instruct your investment managers to execute a portion

recapture program with ConvergEx to save commissions, conserve of your trades through your commission recapture program
assets and benefit participants. at Convergbx.

2. Your managers execute trades at their usual commission rates
Global Trading Network through our ConvergEx or non-U.5. correspendent brokers.
Our Correspondent brokers around the world offer you QIObal * We report your trades, and reconcile your non-U.S.

recapture opportunities. Please contact us for our current list of transactions by comparing manager and broker records.

correspondent brokers. 3, We rebate 2 portion of the cornmissions, either in cash

to your fund, or in payment of your fund expenses.

About ConvergEx Group

ConvergEx Group is a leading provider of global brokerage and trading-related services for institutional investors and financial
intermediaries. ConvergEx combines client-first service with innovative products, sophisticated strategies and proprietary
technology to meet the challenges of increasingly dynamic and fast-paced markets. Headquartered in New York with 15 key
locations, the company serves more than 3,000 clients accessing over 100 global market centers.

For more information on our Recapture Services offering, please contact us at 1.800.992.7526.
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REFUNDS: FOR THE MONTH ENDED;

" Noverber 30, 2013

EMPLOYEE/BENEFICIARY CONTRIBUTIONS PROCESSED DEPARTMENT | TERMINATION
MATTHEWS, DORIAN 1,292.61 11/8/43 ~ BABH 10131111
NICHOLAS, ADAM ) 3795154  11/26M13 BABH 10113

TOTAL REFUNDS: B 3924445 T

NEW CONTRIBUTIONS | RETIREMENT GROUP/ EFFECTIVE -
RETIREE TRANSFERRED COUNTY DEPT DATE

SOWERS, JAMIE 19,550.44| DEFERRED - GENERAL 10/9/2013

DECEASED EMPLOYEE/ BENEFICIARY REFUND/ DATE OF DEATH DIVISION/

RETIREE PENSION DEPARTMENT
ROSEBUSH, ELSA A PENSION | 1122013 GENERAL
KELLY, SHARON __|N/A (Straight Life) PENSION 6/24/2013 GENERAL
NOREFUNDS |  ACCUMULATED UNION DATE
EMPLOYEE NAME CONTRIBUTIONS GROUP TERMINATED

ARTHUR, ASHLEY _._..1330,  BMCF 1011212013 o
NEUMEYER, KATHERINE | 251.37| BMCF 10/31/2013 -
TAYLOR, DOROTHY 4,197.49 BMCF ~10/10/2013

SZAROLETTA, SAMUEL | 6,704.75 BMCF 10/24/2013
WITTBRODT, MECHELLE 9,856.70 GEN 10/28/2013

MARTINEZ, MARGARET 128.88 BMCF  10/3/2013

BRIGGS, JOHN 46140 GEN 9/24/2013
i B 21,500.68]
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From: Ron Wlock/MAXIMUS [mailto:ronwlock@maximus.com]
Sent: Wednesday, November 27, 2013 8:17 AM

To: Crystal Hebert

Subject: Retirement Fund 2012 Indirect Costs Summary

Crystal,

Here is a summary of the indirect costs related to the Retirement Fund. If anyone has any
questions, please let me know.

Have a great Thanksgiving!

Ron Wlock, CMA
Manager
MAXIMUS Consulting

3941 Traxler Ct.
Bay City, MI 48706

Office: (989) 684-4111
Fax: (989) 684-6062
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AMENDMENT
TO THE
BAY COUNTY EMPLOYEES RETIREMENT SYSTEM
MASTER CUSTODY AGREEMENT

THIS AMENDMENT is made this 12" day of November, 2013 by and
between the BOARD OF TRUSTEES OF THE BAY COUNTY EMPLOYEES
RETIREMENT SYSTEM (the “Board”) of Bay City, Michigan, and THE
NORTHERN TRUST COMPANY, an Illinois corporation of Chicago, Illinois
(the "Custodian");

WHEREAS the Board and the Custodian executed Bay County
Employees Retirement System Master Custody Agreement (the "Agreement")
dated the 2" day of January, 1997; and

WHEREAS the Board and the Custodian desire to amend the Agreement
pursuant to Section 20 in Appendix B to the Agreement;

NOW, THEREFORE, the sections of the Agreement set forth below are
amended as follows, but all other sections of the Agreement shall remain in full
force and effect.

Section 13 is removed in its entirety and replaced with the following:

Attached as Appendix C is a resolution of the Board indicating the person
or persons authorized to direct Northern with respect to the actions so identified.
Northern may conclusively rely on a direction of the persons identified in
Appendix C as having authority to take such action until further notice. Any
action not authorized in Appendix C may be taken pursuant to a Board resolution,
Northern shall incur no liability to the Board or the Account for acting on any
instruction, direction or other communication on which northern is authorized to
rely pursuant to this agreement, or for any delay in deliver or non-delivery or
error in transmission.

Notices to the Board shall be sent to:

Bay County Emplovees Retirement
Svystem Board of Trustees

The following Section 20 shall be added to the Agreement immediately following
Section 19:

Document No. ¢6003 é /
Revised 9/30/94




(a) Notwithstanding any other provision of this agreement, directions or
instructions and other communications provided under this agreement may be
given to Northern by letter, telex, SWIFT or other electronic or electro-mechanical
means deemed acceptable by Northern, including the use of Northern’s Northern
Trust Passport® applications, subject to such additional terms and conditions as
Northern may require. In addition, certain directions or instructions given to
Northern under this agreement may be subject to such authentication process as
Northern may from time to time require. The Board agrees that any individuals
designated as “authenticators” pursuant to such authentication process shall be
authorized to authenticate directions or instructions given to Northern hereunder
and that Northern may delay the processing of directions or instructions that are
subject to such authentication process until it has received an authentication in
accordance with such process.

(b) Northern may conclusively rely on, and Northern shall incur no
liability to the Board or the Account for acting on, any direction or instruction on
which Northern is authorized to rely pursuant to this agreement, or for not acting
on such direction or instruction where the direction or instruction is not
authenticated as provided above, or for any non-delivery, or delay in the delivery,
of a direction or instruction, or error in the transmission of such direction or
instruction, to Northern.

(¢) Inits sole discretion, Northern may, but shall not be required to,
accept instructions, directions or other communications given to Northern by
telephone. Any instructions, directions or other communications given to
Northern by telephone shall promptly thereafter be confirmed in writing, but
Northern will incur no liability for the Board’s failure, or the failure of an
investment manager, to send such written confirmation or for the failure of any
such written confirmation to conform to the telephonic instruction received by
Northern.

IN WITNESS WHEREOF, the Board and the Custodian have caused
this Amendment to be executed and their respective corporate seals to be affixed
and attested by their respective corporate officers on the day and year first written
above.

BOARD OF TRUSTEES OF THE
Pp;a. o Lron Fopuno BAY COUNTY EMPLOYEES
\
/ RETIREMENT SYSTEM
/%é (éi ﬁ) /TEX'){«; ‘4 By
MAHTHA R Fl'TZHUGH Iis:

BAY COUNTY c RPORATION couusnL
DATE:_} i { =il .
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THE NORTHERN TRUST COMPANY
By:
Its:
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DEPARTMENT OF CORPORATION COUNSEL BAY COUNTY

MARTHA P. FITZHUGH THOMAS L. HICKNER
Corporation Counsel/Risk Manager County Executive
Sitzhughm@baycounty.net

DEBRA A. RUSSELL
Legal Coordinator/Administrative Assistant
russelld@baycounty.net

TO: Chair Steve Gray and the Bay County
Employees’ Retirement System

FROM: Corporation Counsel Martha P. Fitzhugh '/”jS

RE: Delegation Resolution of Board of Trustees

DATE: December 4, 2013

The Bay County Employees’ Retirement System has not updated its Delegation
Resolution for several years and previously authorized staff are no longer working
at the County except for interim work by Sue Gansser.

RECOMMENDATION: That, on December 10, 2013, the BCERS Board
approves the attached Delegation Resolution which identifies the officials and
staff designated to transfer or deposit funds on behalf of the Bay County
Employees’ Retirement System. The Retirement Administrator would keep
Northern Trust informed of those named individuals who fill the positions listed.

515 Center Avenue, Suite 402, Bay City, MI 48708-5125 (989) 895-4131
FAX (989) 895-7658 TDD (hearing impaired) (989) 895-4049
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DELEGATION RESOLUTION OF BOARD OF TRUSTEES
OF THE

BAY COUNTY EMPLOYEES' RETIREMENT SYSTEM

WHEREAS, the Bay County Employees’ Retirement System Board of Trustees previously deemed
that the care and custody of the assets of the Bay County Employees’ Retirement System (the "Fund")
be lodged with The Northermn Trust Company, a corporation existing under the laws of lllinois, located
at Chicago, Hlinois ("Northem"), and that a Custody Agreement, dated January 2, 1997, was entered
into by the Board with Northem (the "Agreement"), Therefore,

BE IT RESOLVED, that Trustees of the Board were and are authorized to deposit with Northem under
the provisions of the Agreement such assets of the Fund as they, in their sole and absolute discretion
may deem advisable from time to time. The Trustees of the Board have taken and may continue to
take, from time to time, all action under the Agreement on behalf of the Board and Fund as may be
necessary to carry out the intent and meaning of the Agreement.

BE IT FURTHER RESOLVED that the Trustees of the Board may delegate in writing any part or all of the
authority referenced in the previous paragraph to such other person or persons, including the Chair or
Secretary of the Board or officer of the Fund, as they, in their discretion may deem advisable from time
to time. The Secretary of the Board shall file with Northern a certified copy of this resolution, and a list
of the person or persons authorized by the Board to act for the Board with respect to matters pertaining
to the assets of the Fund held by Northem under the Agreement. Northem shall be entitled to
conclusively presume that the persons authorized pursuant to this Resolution to act on behalf of the
Board shall continue to have such authority until Northern is otherwise notified in writing by the
Secretary of the Board.

BE IT FURTHER RESOLVED, that this Resolution shall be in full force and effect and binding upon
the Board and Fund until it shali have been repealed or amended and until written notice of such repeal
or amendment shall have been delivered to Northern at its office in the City of Chicago, Illinois.

| do further certify that the following BCERS Officials have been designated by the
Board to act individually on behalf of the Board with respect to all actions under the Agreement:

FIINANCE OFFICER/SECRETARY
CHAIR, BOARD OF TRUSTEES

VICE CHAIR, BOARD OF TRUSTEES

Page10of 2
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in addition, | do further certify that the following individuals have been designated by the Board to act
individually on behalf of the Board with respect to providing instructions and directions to, and
communicating with Northem with respect to pension payments, lump sum distributions, rollovers of member
confributions, memberfemployer contnbutions, emor adjustments to monthly statements and all other
matters pertaining to such activities.

RETIREMENT ADMINISTRATOR

PAYROLL/BENEFITS SUPERVISOR

I, CRYSTAL HEBERT, certify that | am the duly appointed and qualified Secretary of the Bay
County Employees’ Retirement System (the "Board”) of the County of Bay, State of Michigan
and the keeper of its records and that the foregoing resolution, being the Delegation
Resolution, was duly passed and adopted by the Bay County Employees’ Retirement System
Board of Trustees at their regular meeting held on December 10, 2013 where a majority and
quorum of the Board were present, by the following vote:

Aye: Trustees:
No: Trustees:
Absent: Trustees:

Crystal Hebert, Secretary of the Bay County Employees’ Retirement System Board of Trustees

BCERSdelegntion- Microsoft Word

Page2of2
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DEPARTMENT OF CORPORATION COUNSEL BAY COUNTY

[ e, T e e e e R S R R P S P S Sy g Y e
MARTHA P. FITZHUGH THOMAS L. HICKNER
Corporation Counsel/Risk Manager County Executive
Sitzhughm@baycounty.net

DEBRA A. RUSSELL
Legal Coordinator/Administrative Assistant
russelld@baycounty.net

TO: Chair Steve Gray and the Bay County

Employees’ Retirement System .
FROM: Corporation Counsel Martha P. Fitzhugh W 7‘/
RE: Drafts of Updated Policies and Annual Report

Formats Received from Attorney Thomas
Michaud on November 6, 2013

DATE: December 4, 2013

At last month’s meeting, we began consideration of Attorney Thomas Michaud’s
draft documents for consideration and adoption by the Bay County Employees’
Retirement Board.

Today, I have included an updated draft of the Education/Travel/Due Diligence
Policy. Staff are evaluating our current travel procedures for further discussion.
Some proposed changes have been noted on this policy for the Board’s comment.

The other proposed documents are also included without changes for Board
comment.

RECOMMENDATION: That, in January, 2014, the BCERS Board considers
recommended versions tailored to BCERS and considers final action on that date
if the documents meet with approval.

515 Center Avenue, Suite 402, Bay City, MI 48708-5125 (989) 895-4131
FAX (989) 895-7658 TDD (hearing impaired) (989) 895-4049
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DRAFT
BAY COUNTY EMPLOYEES RETIREMENT SYSTEM
POLICY RESOLUTION

Adepted: DRAFT
Re: Iducation/Travel/Due Diligence Policy

WHEREAS, the Board of Trustees of the Bay County Employees Retirement System (“Board”)
is vested with the general administration, management, and operation of the Bay County
Employees Retirement System (“Retirement System”), and has fiduciary responsibility to make
decisions solely in the interest of plan members and beneficiaries, and

WHEREAS, the Retirement System provides pension benefits to retirees in accordance with the
provisions of Retirement Ordinance, as amended, applicable collective bargaining agreements,
and state and federal laws, and

WHEREAS, the Board recognizes that it is subject to the provisions of the Public Employee
Retirement System Investment Act, Michigan Public Act 314 of 1965, as amended, wherein the
Board is required to act as a prudent investor in all transactions related to Retirement System
funds and assets by discharging its duties solely in the interests of the participants and
beneficiaries and shall act with the same care, skill, prudence and diligence under the
circumstances then prevailing that a prudent person acting in a similar capacity and familiar with
those matters would use in the conduct of a similar enterprise with similar aims; and with due
regard for the management, reputation, and stability of the issuer and the character of the
particular investments being considered, and

WHEREAS, the Board recognizes that in order for the beneficiaries of the Retirement System to
have the best representation by their elected and appointed Trustees, it is imperative for the
representatives of the Retirement System to participate in Board business, including Board
meetings, continuing education programs, and due diligence evaluations of current and potential
investments, and

WHEREAS, the Board recognizes that, consistent with its fiduciary duty and liability, it is
necessary and appropriate for Retitement System representatives to attend Board meetings and
educational seminars/conferences so that the Board may be made aware of developments
regarding Retirement System administration, and so that the Board may further become aware of
how persons acting in a like capacity administer their respective retirement systems, and

WHEREAS, the Board further recognizes that, consistent with its fiduciary duties, it is

necessary to conduct regular due diligence on each current and prospective manager and
consultant engaged by the Retirement System in the ordinary course of business, and

1 {pg



WHEREAS, due to the fiduciary responsibilitics entrusted to the Board, all Retirement System
representatives arc encouraged to participate in meetings of the Board and maintain educational
levels consistent with established fiduciary responsibilities, and

WHEREAS, the Board desires to restate its policy and procedure, now therefore be it

RESOLYVED, that the Board hereby strongly 1'ec-0mmends that each representative is encouraged
and expected to attend pension related meetings/conferences/seminars on behalf of the
Retirement System, and further

RESOLVED, that Retirement System representatives are encouraged to attend all meetings of
the Board, and o attend MAPERS conferences and other similar educational conferences, if

available. attend—3)-three-conferences—per—year; speeifically—one-out-of-state—and—{(2Z)—tweo
MAPERSconferences: Individuals wishing to attend non-MAPERS sponsored conferences shall

request prior Board approval and additional-conferenees—in—a—year-shallrequest-priorBeard
approval and provide a post conference report to the Board on topics covered, and further

RESOLVED, that for each seminar/conference request the following information shall be
required: (1) the name of the traveler; (2) the title of the event, seminar, or conference; (3)
location of the event, seminar, or conference; (4) the dates of travel; (5) name of hotel, number of
nights, and daily rate; (6) registration fees; (7) mode of transportation; (8) cost of travel; (9) other
expected incidental costs; (10) advance checks required, including to whom, amount, and reason
for the check; (11) copy of promotional brochure for the event, seminar, or conference; and (12)
reason for attendance at the event, seminar, or conference citing the benefits received or
expected, and further

RESOLVED, Investment managers are to appear before the Board for performance evaluation
on a rotational basis at least ence-per-year, every 24 months. The manager will appear_once
every 12 months_if included on the Retirement System’s watch list due to marginal investment

performance or other concerns or has been an investment manager for less than two years and
further

RESOLVED, that the following expenses will be reimbursed so long as proper documentation is
provided to the Board within a reasonable time:

Registration; Conference fees and actual registration charged by the conference
shall be paid by the Retirement System.

Transportation: Individuals traveling on Retirement System business will utilize

the most economical and efficient means of transportation. Use of
a more expensive method of transportation other than the most
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Lodging:

Meals:

Miscellaneous:

Per Diem:

economical and efficient, will be allowed only upon the approval
of the Board.

Air fare must be jet coach fare. First class or business class will be
allowed only where there is no other service available or an
urgency exists. Early arrival or Saturday travel is allowed where
there is a net gain to the Retirement System.

Ground transportation/parking includes airport parking and
transportation to and from the conference site and any
transportation necessary to conduct Retirement System business.
All individuals traveling to an out-of-state conferences may have a
rental vehicle available, upon request and prior approval by the
Board, for their use during the time period that they are approved
for Board travel.

Flat rate mileage will paid for use of a private vehicle as per the
current Internal Revenue Service regulations, plus parking fees.
Allowance for lodging will be at the lowest rate charged at the
hotel facility housing the conference or seminar. If the conference
facility upgrades the room rate, based on availability at the time of
registration, the upgrade shall be at Board expense.

Individuals may upgrade room at personal expense.

Charges for meals shall be properly documented by either a hotel
receipt or credit card voucher. The recommended rates are §_
for breakfast, $ for lunch, and §  for dinner, not to exceed
$ .00 per day. No alcoholic beverages will be paid for at
Board expense.

Miscellaneous expenses incidental to Board travel shall be held to
a minimum in accordance with essential and reasonable
requirements for official conduct of Board business. Individuals
will be reimbursed for any miscellancous expenses that are
incurred for the express purpose of Board business and shall
include: local transportation (c.g., taxi, bus, subway), telephone
calls, postage, tolls, parking. Expenses not allowed include:
parking/moving  violations, alcohol, entertainment, travel
insurance, laundry, valet, or other personal services, repair and
maintenance of personal vehicle.

Representatives may, upon Board pre-approval, receive a per diem
amount based upon the rates established by the Retirement System.
Internal-Revenue—Serviee for eut-ofstate—business—travel: for
Retirement System business. Representatives may be reimbursed
for additional amounts if actual expenses exceed the per diem rate.

76

3




Advance: An individual may draw an estimated amount of money in advance
to cover the expected cost of the trip and expenses connected
therewith by submitting an appropriate request in writing to the
Board's secretary. Travel advances are limited to a maximum of
$50.00 per day.

Upgrades: Any upgrade above all established policy limits shall be at the
individual’s personal expense, unless otherwise allowed for and
defined in this policy.

Expenses: It is preferred that the Board pre-pay any anticipated costs directly
to the charging entity.

RESOLVED, that failure to provide proper documentation of an expense within 60 days may
invalidate any claim for reimbursement and will prevent any future advances being provided, and
further

RESOLVED, that all persons who atiend a seminar or conference must earn an attendance or
participatory certificate if the seminar or conference sponsor offers such a certificate. The failure
to earn such a certificate may result in the particular attendee becoming ineligible to attend any
further educational seminars and/or conferences, and further

RESOLVED, that any representative(s) who attends an educational seminar or conference shall
be required to provide a report to the Board, at the next regular Board meeting following the
educational seminar or conference, regarding the subject matter of the seminar or conference.
The attendee(s) shall also provide the Board with the handout materials from the seminar or
conference. Satisfaction of this requirement is a condition precedent to reimbursement of any
expenses to the attendee. Failure to satisfy this requirement, and failure to earn an attendance or
participatory certificate where the sponsor offers one, may obligate the attendee(s) to reimburse
the Retirement System in full for any expenses advanced to the attendee(s), and further

RESOLVED, the Trustees, or the Board’s designee, participating in an on-site due diligence
evaluation shall provide an oral report to the Board for the next following regular Board meeting,
summarizing their findings and recommendations, if any, and further

RESOLVED, that in accordance with Public Act 314 of 1965, the Board may utilize a portion of
the Plan’s investment earnings to pay for such expenses, and further

RESOLVED, that the Board acknowledges and understands that in the fulfillment of Retirement
System responsibilities, an individual shall not suffer a loss because of absence from County
employment, and further

RESOLVED, that abuse of the foregoing policy, including falsifying expense repotts to reflect

costs not incurred, can be grounds for disciplinary action, including, but not limited to, removal
from the Board, and further
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RESOLVED, that the Board shall forward this policy resolution to the appropriate County,
Union, and Departmental Representatives.
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DRAFT
BAY COUNTY EMPLOYEES RETIREMENT SYSTEM
- POLICY RESOLUTION

Adopted: DRAFT
Re: Service Provider Disclosures

WHEREAS, the Board of Trustees (“Board”) is vested with the authority and ﬁduciéry
responsibility for the administration, management and operation of the Retirement System, and

WHEREAS, the Board recognizes that it is subject to the provisions of the Public Employee
Retirement System Investment Act, (Michigan Public Act 314 of 1965, as amended), wherein the
Board is required to act as a prudent investor in all transactions related to Retirement System
funds and assets by discharging its duties solely in the interests of the participants and
beneficiaries and shall act with the same care, skill, prudence and diligence under the
circumstances then prevailing that a prudent person acting in a similar capacity and familiar with
those matters would use in the conduct of a similar enterprise with similar aims; and with due
regard for the management, reputation, and stability of the issuer and the character of the
particular investments being considered, and

WHEREAS, in light of its fiduciary responsibility, the Board recognizes that it is in the best
interests of the Retirement System and its participants and beneficiaries to retain the services of
qualified professional service providers, including, but not limited to; investment consultants,
investment managers, investment banks/brokers, custodians, actuaries, auditors, attorneys,
administrators, and physicians to assist in and oversee the investments and administration of the
Retirement System, and

WHEREAS, the Board is aware of the various disclosure requirements and “pay-to-play”
restrictions imposed on its current and prospective service providers under the provisions of Act
314 and applicable federal law, and '

WHEREAS, the Board is required to withhold payment from service providers who violate the
“pay-to-play” provisions of Act 314 and applicable federal law, and

WHEREAS, several of the Retirement System’s professional service providers qualify as
“service providers” and/or “investment service providers” as that term is defined under Act 314,
and

WHEREAS, the term “service provider” is defined in Act 314 as “a person retained to provide
services to a system and includes investment advisers, consultants, custodians, accountants,
auditors, attorneys, actuaries, administrators, and physicians. Service provider includes an
investment service provider as defined in Section 13(7). Service provider does not include a
regulated investment adviser”, and '

WHEREAS, the term “investment service provider” is defined under Act 314 as “any
individual, third-party agent or consultant, or other entity that received direct or indirect
compensation for consulting, investment management, brokerage, or custody services related to
the system’s assets”, and '
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WHEREAS, the Board is desirous of establishing a formal disclosure policy applicable to
appropriate service providers in order to monitor said service providers’ compliance with Act
314 and other applicable laws, therefore be it

RESOLVED, that every year in the month of , the Board shall require each of
its current “investment service providers” to disclose in writing all fees or other compensation
associated with its relationship with the Retirement System for the previous [fiscal/calendar]
year, as required under Section 13(7) of Act 314 [MCL 38.1133(7)1, by submission of the
attached Fee Disclosure Form, and further '

RESOLVED, that prior to the transfer of any Retirement System assets to a prospective
“investment service provider”, the prospective “investment service provider” shall be required to
disclose all fees or other compensation to be associated with its relationship to the Retirement
System through completion and submission of the Compensation Disclosure Form to the Board,
and further

RESOLVED, that every year in the month of , the Board shall require all of its
service providers to acknowledge that they are in compliance with Section 13e of Act 314 [MCL
38.1133¢] and/or Rule 206(4)-5 under the Investment Advisers Act of 1940 in the case of a
regulated investment adviser, and further

RESOLVED, that that any service provider’s failure or refusal to complete and submit either of
the Retirement System’s disclosure forms shall be deemed a violation of the requirements of Act
314 and this Policy, and shall result in appropriate action by the Board, including the possible
suspension of payment for services rendered and/or termination of the service provider’s
relationship with the Retirement System, and further

RESOLVED, that all services providers shall have an ongoing requirement to monitor all
political contributions and, upon becoming aware of a violation, immediately disclose to the
Board any and all political contributions that violate the restrictions of Section 13¢ of Act 314
and/or Rule 206(4)-5 under the Investment Advisers Act of 1940 in the case of a regulated
investment adviser, including the date of the contribution, the name of the contributor, the name
of the recipient, and the amount of the contribution, and further

RESOLVED, that copies of this Policy shall be provided fo all Retirement System service
providers who shall be required to act in accordance with said Policy.
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BAY COUNTY EMPLOYEES RETIREMENT SYSTEM

COMPENSATION DISCLOSURE FORM
Completion required pursuant to MCL 38. 1133(7)
This form must be submitted to the Board of Trustees
no later than 28 days following its receipt by the Investment Sexvice Provider.

1. Investment Service Provider Information
Company Name:
Address:

City: State: Zip:

The undersigned, being duly authorized to execute on behalf of the aforenamed company, hereby certifies under peﬁalty of
perjury that the information provided herein, upon information and belief, is true, accurate and complete, and is intended to
fully comply with the requirements of MCL 38.1133(7) and the Retirement System’s Service Provider Disclosure Policy.

Signature Date

Printed Name ‘ Title
I1. Reporting Period

From: To:

I, Compensation Disclosure (All fees/compensation associated with your relationship to the Retirement System)
A. Direct Compensation (Compensation paid directly from the Plan)

Amount:
Manner of receipt (invoice, direct deduction, etc.):

B. Indirect Compensation (Compensation associated with your relationship to the Retirement System received from
any source other than the Plan, your affiliates or subcontractors)

Amount:
Payer:
Manner of receipt:
Services to which such compensation relates:

C. Compensation Among Related Parties (compensation paid or to be paid to third parties, including affiliates or
subcontractors; e.g., commissions, 12b-1 fees, soft-dollars, finder’s fees, or other similar incentive compensation)

Amount:
Payer:
Recipient:

D. Total

Amount:

* Attach additional sheets as necessary.

Failure or refusal to complete and submit the foregoing Compensation Disclosure Form shall be deemed a violation of the
requirements of MCL 38.1133(7) and the Retirement System’s Service Provider Disclosure Policy, and may result in the
suspension of payment for services rendered and/or termination of your relationship with the Retirement System.

(A copy of Act314, as amended is available at http://legislature.mi.gov/doc.aspx?mel-act-314-0f-1965) )7 f



BAY COUNTY EMPLOYEES RETIREMENT SYSTEM

POLITICAL CONTRIBUTION DISCLOSURE FORM -
Completion required pursuant to MCL 38.1133¢
This form must be submitted to the Board of Trustees
‘no later than 28 days following its receipt by the Service Provider.

1. Service Provider Information
Company Name:

Address:
City: State: Zip:

The undersigned, being duly authorized to execute, hereby certifies under penalty of perjury that the
information provided herein, upon information and belief, is true, accurate and complete, and is intended
to fully comply with the requirements of MCL 38.1133e and the Retirement System’s Service Provider
Disclosure Policy.

1L Reporting Period

From: To:

TIL. Compliance Certification

The aforenamed Service Provider IS NOT a registered investment advisor under the Investment
Advisors Act of 1940, Accordingly, Service Provider hereby certifies that it is compliant with the
requirements of Section 13e of Public Act 314 of 1965, as amended (MCL 38.1133¢) as of the date
indicated below. '

o YES : a NO
Signature Date
Printed Name . Title

The aforenamed Service Provider IS a registered investment advisor under the Investment
Advisors Act of 1940. Accordingly, Service Provider hereby certifies that it is compliant with Rule
206(4)-5 under the Investment Advisors Act of 1940, as amended, as of the date indicated below.

O YES 0 NO
Signature Date
Printed Name Title

Failure or refusal fo complete and submit the foregoing Political Contribution Disclosure Form shall be
deemed a violation of the requirements of MCL 38.1133¢ and the Retirement System’s Service Provider
Disclosure Policy, and may result in the suspension of payment for services rendered and/or termination
_ of your relationship with the Retirement System.

(A copy of Act 314, as amended is available at http://fegislature.mi.gov/doc.aspx?mel-act-314-0f-1965) "7 (;9




DRAFT
BAY COUNTY EMPLOYEES RETIREMENT SYSTEM
POLICY RESOLUTION

Adopted: DRAFT
Re: Code of Conduct

WHEREAS, the Bay County Employees Retirement System (“Retirement System”) provides
pension benefits to retirees in accordance with the provisions of the Retirement Ordinance, as
amended, applicable collective bargaining agreements, and applicable state and federal laws, and

WHEREAS, the Board of Trustees (“Board”) is vested with the general administration,
management, and operation of the Retirement System, and has a fiduciary responsibility fo make
decisions solely in the interest of plan members and beneficiaries, and

WHEREAS, the Board recognizes that it is subject to the provisions of the Public Employee
Retirement System Investment Act, Michigan Public Act 314 of 1965, as amended, wherein the
Board is required to act as a prudent investor in all transactions related to Retirement System funds
and assets by discharging its duties solely in the interests of the participants and beneficiaries and
shall act with the same care, skill, prudence and diligence under the circumstances then prevailing
that a prudent person acting in a similar capacity and familiar with those matters would use in the
conduct of a similar enterprise with similar aims; and with due regard for the management,

_reputation, and stability of the issuer and the character of the particular investments being
considered, and

WHEREAS, the Board recognizes that in order for the members and beneficiaries of the Retirement
System to have the best representation by their elected and appointed Trustees, it is imperative for
the representatives of the Retirement System to participate in Board business, including Board
meetings, continuing education programs, and due diligence evaluations of current and potential
investments, and

WHEREAS, the Board recognizes that, consistent with its fiduciary duty and liability, it is necessary
and appropriate for Retirement System representatives to attend Board meetings and educational
seminars/conferences so that the Board may be made aware of developments regarding Retirement
System administration, and so that the Board may further become aware of how persons actingina
‘like capacity administer their respective retirement systems, and |

WHEREAS, the Board further recognizes that, consistent with its fiduciary duties, itis necessary to
conduct regular due diligence on each current and prospective manager and consultant engaged by
the Board in the ordinary course of business, and

WHEREAS, due to the fiduciary responsibilities entrusted to the Board, all Refirement System
representatives are encouraged to participate in meetings of the Board and maintain the highest

standards of conduct and ethics above the minimum requirements of applicable taw and policy, and

WHEREAS, the Board desires to state its policy with regard to Trustee conduct and ethics therefore

be it "7’7




RESOLVED, that each and every member of the Board shall diligently attend to the business of the
Retirement System and shall not leave to other Board members control over the administration of the
affairs of the Board and Retirement System, and further

RESOLVED, that Board members shall conduct official and private affairs so as to avoid giving rise
to a reasonable conclusion that he or she can be improperly influenced in the performance of his or
her public duty or that he or she is using his or her position on the Board to further his or her own
financial interests, and further

RESOLVED, Board members shall not do any of the following:

(a)

(b)

(c)

(d)

(¢)

®

(2)

()

and further

accept or solicit any gift, favor, or service that may reasonably tend to influence a
trustee in the discharge of official duties or that the trustee knows, or should know, is
being offered with the intent to influence the trustee’s official conduct;

accept other employment or compensation that could reasonably be expected to
impair the trustee’s independence of judgment in the performance of the trustee’s
official duties;

intentionally or knowingly solicit, accept, or agree to accept any benefit for having
exercised the trustee’s official powers or for having performed the trustee’s official
duties in favor of another;

transact any business in the trustee’s official capacity with any entity or person in
which the trustee has an economic interest;

appear before the Board of Trustees while acting as an advocate for their personal
behalf or of any other person, group, or entity;

represent any business entity before the Board of Trustees, for pay;

use the position as a trustee to secure a special privilege or exemption for the trustee
or others, ot to secure confidential information for any purpose other than official
duties; and :

intentionally or knowingly disclose any confidential information gained by reason of
the trustee’s position concerning the property operations, policies or affairs of the
Board of Trustees, or use such confidential information for pecuniary gain,

RESOLVED, that Board members shall provide fair and equal treatment to all persons and matters
coming before the Board, and further
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RESOLVED, that Board members are expected to and may provide general information to Plan
members, however, Board members shall also be aware of the risk of communicating inaccurate
information to plan members (both active members and retirees), and the possible harm to a plan
member that may result from any such miscommunications, and further

RESOLVED, that Board members shall mitigate the risk of miscommunication with plan members
by refraining from providing specific detail, advice or counsel with respect to the rights or benefits to
which a plan member may be entitled, and where explicit advice or counsel is needed, Board
members will refer inquiries to the appropriate designee, and further

" RESOLVED that the Board shall make this policy resolution available to the appropriate County,
Union, and Departmental Representatives.
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Gabriel Roeder Smith & Company
GRS Consultants & Actuaries MemOfan dum

Date: December 3, 2013 '

To: Bay County Employees’ Retirement System

¢/o Ms. Sue Gansser
From:  Shana Neeson, ASA, MAAA and James D. Anderson, FSA, EA, MAAA
cc: Mark Buis

Re: Interest on Accumulated Member Contributions

_ As requested, we have investigated your recent inquiry into the Interest earned on Accumulated
Member Contributions. The ordinance defines “Regular Interest” as the rate or rates of interest
per annum, compounded annually, which the Board shall adopt annually. This has been set at 4%
for the Bay County Employees’ Retirement System for as long as we could find in our records.
The selection of interest for this purpose varies from system to system. A common approach is to
set this rate of interest based on a long term savings rate or long term inflation rate. A rate of 2%
to 4% is fairly common for this purpose. For example, the current long term inflation assumption
used by the Social Security Trustees is 2.8%. While short term rates are somewhat below this at
the moment, changing the interest rate from year to year can add complexity and cost to the plan
administration. A lower rate will result in lower plan costs, however, this typically will have a
relatively minor impact on the liabilities of the Retirement System.

Circular 230 Notice: Pursuant to regulations issued by the IRS, to the extent this communication
(or any attachment) concerns tax matters, it is not intended or written to be used, and cannot be
used, for the purpose of (i) avoiding tax-related penalties under the Internal Revenue Code or (ii)
marketing or recommending to another party any tax-related matter addressed within. Each
taxpayer should seek advice based on the individual's circumstances from an independent tax
advisor.

This communication shall not be construed to provide tax advice, legal advice or investment

advice.
g0



BAY COUNTY EMPLOYEES’ RETIREMENT SYSTEM

BAY COUNTY VOLUNTARY EMPLOYEES’ BENEFICIARY ASSOCIATION
BAY COUNTY BUILDING
515 CENTER AVENUE, SUITE 706

nomas L. Hickner BAY CITY, MICHIGAN 48708-5128 BOARD OF TRUSTEES
Bay County Executive Steven Gray, Chaifperson
Richard Brzezinski
Crystal Hebert Ann Carpenter
Finance Officer/Secretary Kim Coonan
DATE: December 4, 2013 Tom Herek
Jon Morse
Shari Peltier
Matthew Pett
; 2 1 Thomas Starkweather
i) Deanne Berger . ~ D

Board of Commissioners & ( iR ADMINISTRATIVE STAFF
g " Danean Wright
Tiffany Jerry
FROM: Sue Gansser (989) ng 4030
Retirement , TDD (989) 895-4049
FAX (989) 895-4113

RE: Military Service Credit - Patrick Baker - Bay Arenac Behavioral Health

Enclosed please find the request from Patrick Baker to purchase three (3) years and zero (0)
months of military service credit from August 5, 1965 to August 4, 1968.

I have all of the required documents needed to process this request.

I would note that, normally, requests to purchase military service credit appear on the agenda of
the Bay County Employees’ Retirement System Board of Trustees the month after approval by
the Personnel Committee. In this instance, that is not possible because Mr. Baker must make
payment prior to his date of retirement, which is December 31, 2013, which is the last date
employees are eligible to retire under the retirement incentive being offered to employees of Bay
Arenac Behavioral Health. Therefore, his request will appear on the December 10, 2013 agenda
of the BCERS Board. Approval by the BCERS Board will be contingent upon approval of the
Personnel Committee. Mr. Baker first became aware that he was eligible to purchase military
service credit on November 20, 2013. He is prepared to make payment immediately upon
approval by the Personnel Committee.

If you have any questions please contact me.,




PURCHASE OF MILITARY SERVICE CREDIT

EMPLOYEE NAME: PATRICK BAKER

DEPARTMENT

Bay Arenac Behavioral Health

JOB TITLE

Arenac Program Manager

DATE APPROVED BY PERSONNEL COMMITTEE

Request will appear on Personnel Committee Agenda -
December 17, 2013

RESOLUTION NUMBER Request will appear on Personnel Committee Agenda -
December 17,2013
TIME BEING PURCHASED Three (3) Years and zero (0) Months (Member is only

purchasing a portion of 3 years 6 months active military
service)

ACTIVE MILITARY SERVICE:

FROM: August 5, 1965
TO: March 1, 1969

CERTIFIED COPY OF FORM DD214 ON FILE? Yes
DOES APPLICANT HAVE MINIMUM OF 8 YEARS Yes
SERVICE CREDIT IN BAY COUNTY EMPLOYEES’
RETIREMENT SYSTEM?
AFFIDAVIT ON FILE DECLARING INELIGIBILITY Yes
TO DRAW MILITARY PENSION?
GROSS EARNINGS ON DATE OF APPROVAL: $76,152.00
ADJUSTMENTS TO GROSS EARNINGS FOR THIS &
CALCULATION:

OVERTIME: $
ESTIMATED GROSS ANNUAL COMPENSATION $76,152.00
5% OF GROSS ANNUAL COMPENSATION $3,807.60

YEARS & MONTHS OF MILITARY SERVICE BEING
PURCHASED

Three (3) Years and zero (0) months (3.0)

AMOUNT DUE RETIREMENT SYSTEM

$11,422.80

PAYMENT MUST BE COMPLETED BY:

December 17, 2014 or prior to retirement, whichever is
earlier.

Prepared by: Sue Gansser, Interim Retirement Administrator

GATIFFANY'SUE SEPT 201 \BABH RETIREMENT INCENTIVEEEMPLOYEE FILES\BAKER, PATRICK\PURCHASE OF MILITARY SERVICE CREDITEMPLOYEE NAME wpd
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Cynthia A. Luczak

] Bay County Clerk
B : 515 Center Ave., Suite 101
MR b in Bay City, MI 48708-5941
o[l o oo Phone (989) 895-4280
SRR LR Fax (989) 895-4284
Courthouse Erected A.D. 1932 TDD (989) 895-4049

November 19, 2013

Bay County Retirement System
Board of Trustees

c¢/o Crystal Hebert

515 Center Avenue

Bay City, MI 48708

RE:  BCERS Trustee Elections - Groups 2 and 3
Dear Crystal,

The filing deadline for employees wishing to serve as a representative for the Bay County
Employees’ Retirement System Group #2, the Bay Medical Care Facility, and Group #3, the Bay
County Sheriff’s Office and the Bay County Library System, has lapsed with only one (1)
candidate filing for each open position.

Kristal Zielinski qualified as a candidate for the Trustee position representing Group #2, Bay
Medical Care Facility, and Matthew Pett qualified as a candidate for the Trustee position
representing Group #3, Sheriff’s Office and Library System. Both candidates submitted
nominating petitions with the required number of member signatures.

Section XIX of the Election Rules of the Bay County Employees’ Retirement System allows the
Board of Trustees to not proceed with an election and deem a candidate elected to the position of
Trustee when only one (1) candidate files for the open position.

The vote of at least five (5) concurring members of the Board of Trustees shall waive the need to
hold an election and deem Kristal Zielinski to be the elected representative for Group #2, the Bay
Medical Care Facility, and Matthew Pett to be the elected representative for Group #3, the Bay
County Sheriff’s Office and the Bay County Library System. Please advise me of your board
action taken in this regard, including a copy of your adopted resolution.

Sincerely,

Pynin 0. vk

Cynthia A. Luczak
Bay County Clerk
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12/10/2013
BY:

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

RESOLVED,

Brzezinski
Coonan
Gray

Herek
Morse
Peltier

Pett
Starkweather
Vacant

RESOLUTION

BAY COUNTY RETIREMENT BOARD OF TRUSTEES

An election was scheduled to be held on December 10, 2013 for representatives
of employee Groups 2 and 3; and

Kristal Zielinski was the only candidate to file for the position representing
Group 2 by the stated deadline of November 12, 2013 at 4:00 P.M..; and

Matthew Pett was the only candidate to file for the position representing Group 3
by the stated deadline of November 12, 2013 at 4:00 P.M.; and

This resulted in only one candidate running for each open position; and

The Bay County Clerk has checked the nominating petitions of the candidates to
verify that the signatures contained therein are those of the eligible members of
the candidate’s employee group; and

Section XIX of the Trustee Election Rules states if only one candidate has filed, it
shall be at the discretion of the Board of Trustees to not proceed with the election
and deem the candidates to be elected by a vote of at least five (5) concurring
votes; Therefore Be It

That effective January 1, 2014, Kristal Zielinski shall be deemed to be elected to
the position of Retirement Board of Trustee representative for employee Group 2
and Matthew Pett shall be deemed to be elected to the position of Retirement
Board of Trustee representative for employee Group 3, both for the term January
1, 2014 through December 31, 2016.

Yea_ Nay_ _ Abstain ___Absent
Yea_ Nay_ Abstain __ Absent
Yea_ Nay_  Abstain __ Absent
Yea_ Nay___ Abstain _ Absent
Yea__ Nay___ Abstain__ Absent

Yea__Nay_  Abstain_ Absent

Yea  Nay_ Abstain ___Absent ___
Yea_ Nay__ Abstain __ Absent

Yea_ Nay__ Abstain ___ Absent

GATIFFANYA\SUE SEPT 2013\TRUSTEE ELECTION 12-2013\Reschution - No Election 2013.wpd
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NOTICE OF PUBLIC MEETINGS

THE BOARD OF TRUSTEES OF THE BAY COUNTY EMPLOYEES' RETIREMENT
SYSTEM, 515 CENTER AVENUE, 7TH FLOOR, BAY CITY, MICHIGAN 48708,
PHONE NUMBER (989) 895-4030, HAS SCHEDULED REGULAR MEETINGS FOR
2014. ALL MEETINGS WILL BE HELD AT 1:30 P.M. (*except as noted)
IN THE BOARD OF COMMISSIONERS CHAMBERS, LOCATED IN THE BAY

COUNTY BUILDING, 515 CENTER AVENUE, 4TH FLOOR, BAY CITY, MI
48708.

*JANUARY 14, 2014 at 10:00 A.M.
JANUARY 14, 2014 AT 1:30 P.M.
FEBRUARY 11, 2014
MARCH 11, 2014
APRIL 8, 2014
* APRIL 24, 2014 - 8:30 A.M.
MAY 13, 2014
JUNE 10, 2014
JULY 8, 2014
AUGUST 12, 2014
SEPTEMBER 2, 2014
OCTOBER 14, 2014
* OCTOBER 23, 2014 - 8:30 A.M.
NOVEMBER 12, 2014
DECEMBER 9, 2014

Date

Crystal Hebert

Finance Officer/Secretary

Bay County Employees’ Retirement System, Board
of Trustees

The County of Bay will provide reasonable and necessary auxiliary
aids and services, such as signers for the hearing impaired and audio
tapes of printed materials being considered the meeting, to
individuals with disabilities at the meeting/hearing upon ten days
notice to the County of Bay. Individuals with disabilities requiring
auxiliary aids or services should contact the County of Bay by
calling or writing: Martha P. Fitzhugh, ADA Coordinator, Office of
Corporation Counsel, 515 Center Avenue, Suite 402, Bay City, MI
48708, (989) 895~-4131 or (989) 895-4049. TDD
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