BAY COUNTY VOLUNTARY EMPLOYEES’ BENEFICIARY ASSOCIATION
AGENDA

TUESDAY, AUGUST 12, 2014
(Immediately Following the Retirement Board of Trustees’ Meeting @ Approximately 2:30 P.M.)

COMMISSIONERS CHAMBERS
515 CENTER AVENUE - 4™ FLOOR

BAY CITY, MI 48708
PAGE L CALL TO ORDER
Ii. ROLL CALL

ar. MINUTES
I L. JULY 8,2014

Iv. PUBLIC INPUT

A, ATALANA SOSNOFF - 2:30 PM
1. BOB RULAND
B. DODGE & COX -3:00 PM
1. HALLIE MARSHALL
4 C. PORTFOLIO VALUE 1/31/14 - 7/31/2014
5-8 ...l D. MONEY MANAGER REPORTS

1, ATALANTA SOSNOFF - ENDING 6/30/2014

9-10 ... E. VEBA YTD BUDGET REPORT - 7/31/2014
n-13 ........... F. COMMISSION RECAPTURE
i CAPIS - REPORT ENDING 6/30/2014
14-16 ........... G. PROPOSED FEES IN 2014 FOR 12/31/2013 VALUATION:

$24,400 - 30,500
(PROPOSED FEES IN 2012 FOR 12/31/2011 VALUATION:
$21,100 - 28,800)

17-19 ..ol H. BUDGET PACKAGE 2015
V. ANNOUNCEMENTS
Al NEXT REGULAR MEETING - TUESDAY, SEPTEMBER 9, 2014

IMMEDIATELY FOLLOWING THE RETIREMENT BOARD OF
TRUSTEES MEETING AT APPROXIMATELY 2:30 PM.,
COMMISSIONERS CHAMBERS, 515 CENTER AVENUE - 4™
FLOOR, BAY CITY, MI 48708

VI.  UNFINISHED BUSINESS

VI. NEW BUSINESS

VIII. MISCELLANEOUS BUSINESS

IX. ADJOURNMENT
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NOTE: In addition to these typed minutes, this Board meeting was also taped. These tapes are
available for review in the Retirement Office,

The meeting of the Board of Trustees was held on July 8, 2014 at 3:15 p.m. in
the Commission Chambers, 4™ Floor, Bay County Building, 515 Center Avenue, Bay
City, Michigan., Roll was taken.

Trustees Present: Mr. Brzezinski, Mr. Coonan, Mr, Gromaski, Mr. Herek, Mr,
Morse, Mr. Pett, Mr. Starkweather, and Ms. Goetz.

Trustees Absent: Chalrman Gray.

Also Present;

Consultant: The Bogdahn Group: Howard Pohl and Peter Brown.
Finance Qfficer: Crystal Hebert

Clerk: Melanie Holihan.

The meeting was called to order by Vice-Chairman, Richard Brzezinski at 3:15
D.n.

1. Moved, supported and carried to excuse Chairman Gray.

2. Moved, supported and carried to approve the minutes, as presented, from
the June 10, 2014 meeting.

Mr. Brzezinski called for public input. As there was no public input, he moved
on to petitions and communications.

3. Moved, supported and carried to receive the Portfolio Value from 1/1/13 -
6/30/2014. Today’s value is 541 million.

4, Moved, supported and carried to receive the VEBA year-to-Date Budget
Report as of 6/26/2014,

5. Moved, supported and carried to receive the VEBA 2015 Budget Package.

6. Moved, supported and carried to have the VEBA 2015 Budget be presented for

approval at the August 12, 2014 meeting.

ANNOUNCEMENTS :

A, Next regularly scheduled meeting will be Tuesday, August 12, 2014
immediately following the Retirement Board of Trustees Meeting at
approximately 2:30 p.m. in Commissioner’s Chambers, 515 Center Avenue - 4%
Floor, Bay City, MI 48708.

UNFINISHED BUSINESS: None
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NEW BUSINESS: None.

MISCELLANEQUS BUSINESS: None

ADJOURNMENT :

7. Moved, suppeorted and carried to adjourn the meeting at 3:18 p.m.

Respectfully submitted,

Hebeext

Crystal Hebert
Finance Officer/Secretary

Transcribed by: Tracy Cederquist



MEETING OF THE V.E.B.A. BOARD OF TRUSTEES COMMITTEE
JULY 8, 2014

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

MEETING CALLED TO ORDER BY: VICE CHAIRPERSON RICHARD BRZEZINSKI AT __3:15 P.M.

TRUSTEE 1 2 3 4 5 6 7 8 9 10
BRZEZINSKI (Vice- Y Y Y Y Y Y Y
Chair)

COONAN Y Y Y Y Y Y Y
GRAY E E E E E E E
GROMASKI M-Y S-Y Y Y S-Y M-y M-y
HEREK Y Y Y Y M-Y Y Y
MORSE Y Y Y S-Y Y S-Y Y
PETT S-Y Y 5-Y M-Y Y Y Y
STARKWEATHER Y M-y M-Y Y Y Y S-Y
GOETZ Y Y Y Y Y Y Y
TRUSTEE 11 12 13 14 15 i6 17 i8 19 20
BRZEZINSKI

COONAN

GRAY

GROMASKI

HEREK

MORSE

PETT

STARKWEATHER

GOETZ

CODE: M - MOVED; S - SUPPORTED; Y-YEA; N-NAY; A-ABSENT; E-EXCUSED
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Capital, LLC + 161 Park Avenue, New York, NY 10178-0008 (212) 867-5000 Fax (212} 922-1820 www.atalsntasosnolf com

July 1, 2014

Ms. Janie Tacey

Retirement Administrator

Bay County Voluntary Employees' Beneficiary Association
Bay County Building

515 Center Ave., Suite 706

Bay City, MI 48708-5128

Dear Ms. Tacey:

The June quarter slightly trailed its equity index benchmark while fixed income performance, where
applicable, closely matched its benchmark return even within our discipline of keeping portfolio duration
rather short.

The resilience in fixed income is easy to explain. So far, the economy limps along. Retailers like Wal-
Mart post sluggish numbers and capital goods activity as yet hasn’t kicked in. So, we've got a slightly
depressed GDP sector along with negative exports. The Fed still teils everyone who can read that deflation
is the serious issue for the country as well as unemployment.

Everyone waits for home starts to recover but they don't, despite attractive terms on 30-year mortgages,
below 4.25%. Historically, this is a bargain. Yes, home prices have risen substantively but so have
rentals. We find the rental-to-buy ratio for housing a peripheral coincident indicator. Of late, sales of
existing homes show a pickup that we think will last.

For better or worse, in the history of interest rates during the entire postwar period there is no normal rate
for the country. Treasuries key off budget deficits, inflation, the growth rate for GDP and trade surpluses
or deficits.

The bond crowd forever is hypersensitive to changes in these variables. It can riffle into new alignment in
a month or two, with volatility equivalent to a 10% move in the S&P 500, up or down. Treasuries with
long duration levitated 10% year-to-date. Yield disparity between |0-year Treasuries and BB corporates
stands under 300 basis points, down from 500 a couple of years ago.



The high yield bond sector contains all the prisoners of yield starvation who have given in despite all this
yield compression. We hardly expected the latest surge in yield flattening. Yes, the Fed has
disenfranchised savers who earn zilch on money market funds. The flight into the dollar goes on. Where
can the Chinese go with their export earnings? If Germany sets the example we could see 10-year
Treasuries at a 1% yield. Even poor Greece which was unbankable 4 years ago, floated 5-year paper
yielding 4.75%, the deal wildly oversubscribed. Our 5-year paper yields 1.7%, practically confiscatory,

The bull market case for the high-yield fixed income sector is too much invested capital still seeks a home
there. Pension funds fear putting the lion’s share of cash flow into equities. This is understandable
considering everyone is using unrealistically high discount rates on pension fund obligations.

Last year, funds with low equity content missed out on the fifth best equity market over 5 decades. Year
to date, high yield portfolios show gains over 10% without taking serious duration risk. The best you can
say is that historically narrowed yield disparities between high yield paper and AAA corporates and
Treasuries can persist for several years, We may well be in such a continuum.

If you believe as we do that a reaccelerating economy is highly probable based on rising personal
consumption expenditures, a recovery in housing and capital goods spending, the Big Board is viable.
Reasonably priced growth stocks like Google and Apple exist along with name brand industrials like
Boeing, United Technologies and Honeywell. Technology no longer sells at a market premium and we
have increased positions there-in.

We sense the market wants deep valuation properties and industrials with latent earnings power.
Financials, with few exceptions don't have the wind at their back, as yet, but growth at a reasonable price
is workable, too. In short, we're in a stock pickers market so we remain optimistic about our portfolio
content. June was a comparatively good month.

Despite the Fed’s methodical reduction of bond buying stimulus and market pundits calling for an interim
correction, the Big Board remains undaunted. The U.S. stock market continues to outpace recovering
European bourses and emerging markets. Without stretching either our earnings projections or valuation
yardsticks we expect the market to continue to levitate. Low interest rates, little inflation, the Goldilocks
setting, should prevail with corporate earnings rising between 5 and 10% this year.

With all good wishes,
Vhatis 7 Ao
Martin T. Sosnoff

Craig B. Steinberg



BAY COUNTY VOLUNTARY EMPLOYEES' BENEFICIARY ASSOCIATION

PERFORMANCE STATISTICS

Inception
June 9, 2009
to June 30, 2014

Three Months Six Months Three Years
Ended Ended Annualized Total Annualized

June 30, 2014 June 30, 2014 June 30, 2014 Return Rate of Return
TOTAL +4.73% +3.85% +14.33% +86.78% +13.14%
Composite Index (1) +5.14% +6.31% +16.91% +121.43% +17.00%
EQUITY +4.83% +4.00% +13.54% +92.64% +13.83%
Russell 1000 Growth
Index +5.14% +6.31% +16.25% +137.02% +18.59%
Russell 1000 Growth
Index + 1.00% +5.35% +6.78% +17.25% +147.32% +19,59%

() 65% RUSSELL {000 GROWTH / 35% BC AGGREGATE BOND thru 01/20/12 ~ 100% RUSSELL 1000 GROWTH forward

T'l—
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Gabriel Roeder Smith & Company One Towne Square 248.799.9000 phone
Consultants & Actuaries Suite 800 248.799.9020 fax
Southfield, M1 48076-3723 www.gabrielroeder.com

August 1, 2014

Ms. Crystal Hebert

Finance Officer

Bay County

515 Center Avenue, Suite 701
Bay City, Michigan 48708

Re: Proposed Fees for the December 31, 2013 Actuarial Valuation of the
Bay County Retiree Health Plan

Dear Ms. Hebert:

We have prepared an engagement letter describing the scope and fees for preparing an actuarial
valuation as of December 31, 2013 of the post-retirement health care benefits provided to Bay
County employees.

ScoOPE OF WORK TO BE PERFORMED

Gabriel, Roeder, Smith & Company will prepare an actuarial valuation of the post-retirement health
care benefits as of December 31, 2013.

The actuarial valuation would incorporate the following:

e Determination of liability for future benefits and the Annual Required Contribution
(ARC).

o Cash-flow projections for the next twenty (20) years showing year-by-year
anticipated payments. :

e Sensitivity testing, including “what-if” scenarios, illustrating how the reported costs
would change under different future medical inflation assumptions.

o Detailed analysis of claims and trend rates in order to develop the most appropriate
assumptions.

Please note this study is fully compliant with the Actuarial Standards of Practice and with GASB

Statements No. 43 and No. 45. Our report will show the Annual Required Contribution (ARC) for
the fiscal year beginning January 1, 2014 and for the fiscal year beginning January 1, 2015.

it



Ms. Crystal Hebert
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Page 2

PROFESSIONAL CONSULTING FEES

Gabriel, Roeder, Smith & Company’s consulting fees are based on the time spent by our
associates in performing the services for you. The following table illustrates our estimated fees for
the project:

Item Proposed Fee

Claims analysis (assumes the plan remains self-insured) $8,000 - $10,500

Regular actuarial valuation including gathering of demographic
information, claims information and financial information,

report preparation and one meeting to present results $11,000 — $13,000
Sensitivity analysis $2,300 - $3,300
Cash-flow projections $1,700 - $2,700

Additional fee for each additional group requiring separate
costing (including valuation costs, sensitivity analysis and cash-
flow projections for each additional group) $1,400

We will calculate and present the contribution rates for the following seven groups separately:
General County, Medical Care Facility, Sheriff’s Department, Road Commission, Department of
Water and Sewer, Library, and Behavioral Health. Please let us know if you would like us to
present the contribution rates in a different manner.

The above fees assume the following:

- We will receive clean and complete information (demographic data, claims
information and financial information).

The benefits provided are relatively straightforward and there are no more than 6 post-
retirement health care plans offered.

During the course of our engagement, we will advise you promptly if, as a result of unforeseen
circumstances, our fees will exceed the above estimates.

Gabriel Roeder Smith & Company
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Ms. Crystal Hebert
August 1, 2014
Page 3

PrRoOJECT TIMING

Once our fees are approved, we will discuss timing with you.

Gabriel, Roeder, Smith & Company appreciates the opportunity to be of service to you. If you
have any questions, please do not hesitate to call me at 248-799-9000, ext. 1190, or at 616-250-
5014.

Sincerely,

QMDW

James D. Anderson, FSA
Consulting Actuary

JDA:ah

cc:  Shana Neeson, GRS
Mark Buis, GRS

Gabriel Roeder Smith & Company
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