BAY COUNTY RETIREMENT BOARD OF TRUSTEES AGENDA
TUESDAY, NOVEMBER 13, 2012 @ 1:30 P.M.
COMMISSIONERS CHAMBERS
515 CENTER AVENUE - 4" FLOOR

BAY CITY, MI 48708
PAGE L CALL TO ORDER
IL ROLL CALL
IfL MINUTES
L Al OCTOBER 9, 2012 ACTUARY PRESENTATION
4-8. . B. OCTOBER 9, 2012 REGULAR MEETING
V. PUBLIC INPUT
V. PETITIONS & COMMUNICATIONS
A BECKER, BURKE ASSOCIATES - 3*” QUARTER REPORT
1. RICHARD POTTER, CONSULTANT
9-12 . B PORTFOLIO VALUE - F/1/12 - 11/7/12
C. MONEY MANAGERS ON WATCH - (EFFECTIVE DATE)
I. DENVER INVESTMENTS (MID CAP GROWTH) - (12/15//09)
PORTFOLIO ENDING 9/30/12
B3-25 .o 2, WHYV INVESTMENT (LARGE CAP CORE ) (9/14/10)
PORTFOLIO ENDING 9/30/12
3. WHYV INVESTMENT
A RETURNS ENDING 10/31/12
26 . D. DENVER INVESTMENTS - CORRESPONDENCE
E. MONEY MANAGER REPORTS
L. BAIRD (GOVT FIXED INCOME) - ENDING %/30/12
2. BARINGS (LARGE CAP INT'L EQUITY) - ENDING 9/30/12
3. COLUMBIA (LARGE CAP DEEP VALUE) - ENDING 9/30/12
4, CORNERSTONE (REAL ESTATE) - ENDING 9/30/12
27-57 o 5 EAGLE ASSET MGMT (SM CAP GROWTH) ENDING 9/30/12
6. HOTCHKIS & WILEY (SM CAP GROWTH) - ENDING 9/30/12
7. INTEGRITY ASSET MGMT (MID CAF) - ENDING 9/30/12
3 LOOMIS SAYLES (CORPORATE BOND) - ENDING 9/30/12
9. MFS (LARGE CAP GROWTH) - ENDING 9/30/12
10. SCHRODERS (SMALL MID CAP INT"L) - ENDING 5/30/12
F. MACEKAY SHIELDS - CORRESPONDENCE
58 A, CHANGE IN PERSONNEL
G. LOOMIS/SAYLES - CORRESPONDENCE
39-60 ... A. CLARIFICATION OF INVESTMENT GUIDELINES
H. RECAPTURE SERVICES

6l-63 ... 1. CONVERGEX GROUP - ENDING 9/30/12
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5 CENTER AVENUE - 4™ FLOOR
BAY CITY, MI 48708

L NORTHERN TRUST

1. SUMMARY EARNINGS - ENDING 9/30/12
J. REFUNDS/RETIREMENTS - ENDING 10/31/12
K. PURCHASE OF OTHER GOVERNMENTAL SERVICE

L. SUE GADILLE - ENVIRONMENTAL HEAETH
L. PURCHASE OF OTHER GOVERNMENTAL SERVICE

1. MICHAEL SHEHAN - DEPARTMENT WATER AND SEWER

M. NON DUTY DISABILITY RETIREMENT
L. REBECCA MILLER - BAY ARENAC BEHAVIORAL HEALTH
N GABRIEL ROEDER SMITH & COMPANY
L. APPROVAL OF 4% INTEREST ON ACCUMULATED CONTRIBUTIONS
ANNOUNCEMENTS
A, NEXT REGULAR MEETING - TUESDAY, DECEMBER 11, 2012 AT 1:30 P.M. -

COMMISSIONERS CHAMBERS
5153 CENTER AVENUE - 4™ FLOOR, BAY CITY, MI 48708

UNFINISHED BUSINESS

A, DENVER INVESTMENTS
1. DISCUSSION

NEW BUSINESS

MISCELLANEOUS BUSINESS

ADJOURNMENT
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The meeting, held in the Bay County Commission Chambers, 4™ Floor, Bay County
Building, 515 Center Avenue, Bay City, Michigan, was called to order by
Chairman, Steve Gray, at 10:31 A.M. Roll call was taken. All trustees are
present, except Ms. Peltier and Mr. Coonan

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

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

Trustee Cocnan arrives at 10:33 a.m.

Present today are Mark Buls and Jim Anderson from Gabriel, Roeder, Smith &
Company our Actuary Consultant from Southfield, Michigan. They will present
the Bay County Emplovees’ Retirement System December 31, 2011 Actuarial
Valuation. A copy of the valuation was provided to all Trustees.

Mr. Anderson explained the annual wvaluation to determine our annual
contributions. They develop the Plan liabilities using the demographic
information provided by the County along with the Plan provisions, actuarial
assumptions, and financial information. This is a mathematical process and
they project the future payments forward and reflect the benefit provisions,
take a present value and then determine a corresponding level of percents of
pay contributions. This is a four step process. One person does the
evaluation, it is checked, it is reviewed, and peer reviewed.

There were no changes in assumptions or methods since the last valuation. The
Sheriff Department had a change in benefit provisions. Their multiplier was
increased from 2.5% to 2.8%. We experienced an investment loss during the year
and a demographic gain for the system total. As a result, contributions are
higher for every single group than they were last year. As we continue to
phase in the 2008 asset loss we would expect to see a bump up in contributions
next year even if we are in the 7.5%. In total, our contribution has gone to
$4,.3 million versus $3.1 million last year. Historical information was
provided for the General County as well as the individual outside groups. The
impact of 2008 was discussed.

Mark Buis discussed the GASB (Government Accounting Standards Board) changes.
These changes will not change the funding calculations that they calculate in
these reports. All the funded status and contribution rates that they normally
calculate will stay the same.

The last Experience Study for BCERS was conducted in 2003. It is recommended
that they be conducted every 5 years. The economic assumptions looked at are
investment return, payroll growth rate, and population growth rate.

Demographic assumptions are retirement rates, promotional/step pay increases,
disability, turnover, and mortality. They are recommending that this
Experience Study be completed pricr to the 2012 valuation. The representatives
concluded their presentation, answered gquestions from the Board and departed.

Mr. Potter provided a handout on cur investment returns since they were hired
as our consultant on December 31, 1994, At the end of 1594 we had $88 million

/
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dollars. 1In this period of time we have taken $105 million cut of the Plan in
benefit payments than was contributed intc the Plan. In the past the Plan was
so well funded that contributions were at a minimum.

In terms of investment return we made $250 million on investments, $88 million
of that came from iIncceme, $165 million came from market value gains. So at the
end of June we have 5235 million worth of assets. At the end of September we
had $245 million in assets. We hear a lot of comments in the press about what
a difficult period of time it has been for investing, and there have been some
very severe down markets. In our case, and our funding, shows that we can make
money and can accumulate assets in difficult market envircnments. We
attribute that to the decisions this Board of Trustees has made.

He discussed our performance compared to the S&P 500. Ten of our monay
managers, collectively in equities, outperformed the $&P 500 by 1.8%. If you
take 1.8% and put that on a base of 5100 millicon, as an example, that is real
meney coming inte the system. There was some discussion regarding Mr. Potter’s
report and he answered questions from the Board.

2. Moved, supported and carried to approve the December 31, 2011 Actuarial
Valuation as presented by Gabriel, Roeder, Smith & Company.

3. Moved, supported and carried to approve b-year Experisence Analysis be
completed by Gabriel, Roeder, Smith & Company prior to the 2012 wvaluation.

Discussion: the 5-year analysis will cost approximately $20,000.

ANNOUNCEMENTS :

A. Next regularly scheduled meeting will be this afternoon, Tuesday, October
9, 2012 at 1:30 P.M. in COMMISSIONER’S CHAMBERS, 515 CENTER AVENUE - 4™
FLOCR, BAY CITY, MI 48708,

UNFINISHED BUSINESS: None
NEW BUSINESS: None
MISCELLANEOUS RUSINESS: None
ADJOURNMENT :

4. Moved, supported and carried to adjourn the meeting.

Respectfully submitted,

| :

C’Lb al Mv@t
Crystal Hebert

Finance Officer/Secretary

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

MEETING CALLED TO ORDER BY: CHAIR STEVE GRAY AT _10:31 A.M.

OTHER PRESENT: RICK POTTER, JEFF BLACK, DANEAN WRIGHT, CRYSTAL HEBERT, MARK BUIS, JIM
ANDERSON, CRYSTAL HEBERT, TIFFANY JERRY, JACKIE MCCARTHY, KEVIN AYALA, TERRI
CHARBONNEAU, JIM MARTER, DICK GROMASKI
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CODE: M - MOVED; S - SUPPORTED; Y-YEA; N-NAY; A-ABSENT; E-EXCUSED
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The meeting, held in the Bay County Commission Chambers, 4™ Floor, Bay County
Building, 515 Center Avenue, BRay City, Michigan, was called to order by
Chairman, Steve Gray at 1:35 P.M. Roll call was taken. All trustees are
present, except Ms. Peltier and Mr. Coonan.

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

Z. Moved supported and carried to approve the minutes, as printed, from
September 18, 2012 regular meeting.

3. Moved supported and carried to approve the minutes, as printed, from
September 25, 2012 money manager presentations.

Ms. Peltier arrives at 1:34 p.m., Mr. Coonan arrives at 1:38 p.m,

Mr. Gray called for public input. Corporation Counsel, Martha Fitzhugh, is
present and asked 1f the Board had received her meme regarding a meeting she
had with the Chairman, Vice Chairman, Tom Hickner, and herself. Two topics
were discussed at that meeting. First, the need to have money manager
contracts processed in a more timely fashion. She explained some changes that
she can implement to speed up the process. Mr. Potter concurs that advance
notice of contract conditions to potential money managers will be of value in
securing a contract in a timely manner. Secondly, the issue of disability
retirements and the desire to evaluate our process. Discussicns on this topic
have been ongoing for several years. A meeting is scheduled for October 16
for further discussion.

4, Moved supported and carried to receive correspondence from Corporation
Counsel regarding money manager contracts and disability retirements.

Present today from WHV Investment Management, San Francisco, California are
Jeff Coburn and Reiner Triltsch. Their performance report for the period
ending September 30, 2012 was provided electronically to the Board.

Mr. Coburn stated that a year agoc when they were here he talked about the
performance of the market being driven by the Euro debt crisis, China, and the
U8 economy. A year later, it is the same. Looking at the one year performance
our portfolio outperformed the S&P 500 by 371 basis points. For the third
guarter 2012, BCERS had a return of 8.69%, 5&P had a return of 6.35%.

Since incepticon (March 18, 2004) the BCERS portfolioc outperformed the S&P by

5.35% to 5.10%. 1In the long term, they have preserved value in down markets,
which they have done in the last two bear markets. Rolling five year periods
going back to the fourth quarter of 1594 the strategy has outperformed 77% of
the time.

Mr. Triltsch commented that they tend to be very careful in what they add to
the portfolio as they make decisions to sell. He gave an example using
agriculture and fertilizer companies. He commented on the possible fiscal
cliff and the impacts on the markets. He commented on the name change to WHV,
and stated the firm is very stable with a strong team of very experienced
investment professionals. The tenure in the firm is very high. Assets under

s
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management as of June 30, 2012 totaled $13.2 billion. 7They concluded their
presentation, answered questions from the Becard, and departed.

5. Moved, supported and carried to receive the performance report presented
by WHY Investment Management.

6. Moved, supported and carried to receive the Portfolio Value from 1/1/12
through 10/3/12. The value today is $246 million.

7. Moved, supported and carried to receive portfolio reports from Cornerstone
Eagle Asset, Hotchkis & Wiley, MacKay Shields, ending 8/31/12.

8. Moved, supported and carried to receive report ending 8/31/12 from
ConvergEx recapture services.

9. Moved, supported and carried to receive Northern Trust’s Summary Earnings
ending 8/31/12.

10. Moved, supported and carried to receive Refunds/Retirements for the month
ending 9/30/12.

11. Moved, supported and carried to approve the renewal of our contract with
Becker, Burke Associates for the consulting services of Richard Potter.
The fee for 2013 will be $140,000.

Some discussion on the length of the contract and the flexibility to change it
to multiple years rather than year~to-year.

12. Moved, supported and carried to approve the non-duty disability retirement
for Jane Kneller. The effective date is 11/3/12.

Some discussion on how non-duty disability retirement works.

13. Movad, supported and carried Lo approve the election calendar.
ANNOUNCEMENTS :
A. Next regularly scheduled meeting will be Tuesday, November 13, 2012 at

1:30 P.M. in COMMISSIONER’S CHAMBERS, 515 CENTER AVENUE - 4™ FLOOR, BAY
CITY, MI 48708.

UNFINISHED BUSINESS:

A. Chairman asked if some Trustees would attend the meeting scheduled for
October 16™ to discuss disability retirements. Tom Ryder and Ann
Carpenter agreed to attend. Rick Brzezinski stated he could attend if his
work schedule allows.

14. Moved supperted and carried to have Vice Chair, Rick Brzezinski,
Commissioner Tom Ryder, and Ann Carpenter attend the meeting on Qctober
16t

g
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B. Becker Burke presented a follow-up report on MacKay Shields. Jeff Black
stated they are talking to a representative at MacKay Shields to come up
with some data analysis. Once this is completed, they will present it to

this Board.

C. Trustee asked for an update regarding the mesting that occurred hetwsen
Steve Gray, Rick Brzezinski, Martha Fitzhugh, and Tom Hickner.

Chairman Gray reviewed the situation where we initially selected JP Morgan
in February and then had to go to the second choice of MFS. A contract
was finalized in September. Chairman Gray gleaned information from other
organizations and learned they were able to get manager contracts in place
within 4-6 weeks. Corporation Counsel stated that after this meeting she
has a better understanding of what is needed and is confident that she can
have a money manager contract in place within 30 days.

The other topic discussed was disability retirements. A case in point was
an cmployee that had no medical documentation to substantiate her claim
which caused the process to be prolonged. The meeting scheduled for
October 16" is to review our policy to clarify and make changes if needed.

NEW BUSINESS:

A, Denver Investments Performance Evaluation. Becker Burke did a review of
potential candidates for Mid Cap Growth. Mr. Potter offered the
consideration of the Index Fund as an alternative. He provided a chart
indicating several firms and their performance and discussed each one.
Also, laws, regulations and controls were discussed and how they impact a
contract. :

Discussion: should we make a decision to terminate Denver Investment first
before we bring in any managers for an interview, or should we interview first
to determine if a different manager can offer a product mix that is better for
us. Mr. Potter suggests interviewing at least three to four managers to get a
broader education of what they coffer. BAnother trustee would like to explore an
Index Fund as a possibility, and therefore would like to interview Vanguard
which offers this.

15. Moved supported and carried to interview Geneva, Jennison and Vanguard.
Roll call;
Brzezinski - yes

Carpenter - yes
Coonan - yes
Deaton - yes

Gray - yes
Peltier - yes
Pett - yes
Ryder - nc

Starkweather - yas

Mr. Potter will coordinate with Ms. Wright to schedule these money manager
interviews. October 29th in the afternoon is the agreed upon date and time.

7
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B. Co-Chair, Mr. Brzezinski advised that at the last MAPERS conference he
talked to some representatives from Union Services which offers fiduciary
insurance. They are requesting to make a presentaticon to our Board of
Trustees.

16. Moved supported and carried to schedule Union Services to make a

presentation to this Board at the December meeting.

C. Actuary Study. Trustee had a guestion about how the fee of 520,000 is
paid. Ms, Wright advised that the fee comes out of the Relirement System,
however, all administrative costs are spread out at the end of the vear
and they are based on the dollar amount. Chairman had a question about
when the five year plan is being worked on, do they work with the
individual department heads tc determine any increase or decrease in
nunber o¢f employees. Ms. Wright advised that the actuary looks more at
historical data and demographic data, mortality, investments, pay raises.
Chairman requested that Ms. Wright contact the actuary and clarify if they
do look at number of employees. Another Trustee questioned how/when the
approval of the study takes place. Will it be presented to the Board for
immediate approval, or does the Board have time to review it and then make
a decision?

MISCELLANEOUS BUSINESS: None
ADJOURNMENT :

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

Respectfully submitted,

QWW@%
Crystel Hebert

Finance Officer/Secretary

Transcribed by: Naomi Wallace



MEETING OF THE BCERS BOARD OF TRUSTEES COMMITTEE
OCTOBER 9, 2012

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

MEETING CALLED TO ORDER BY: CHAIR STEVE GRAY AT_1:30 P.M.
OTHER PRESENT: RICK POTTER, JEFF BLACK, DANEAN WRIGHT, CRYSTAL HEBERT, REINER TRILTSCH,
JEFF COBURN
TRUSTEE 1 2 3 4 5 7 8 10
BRZEZINSKI Y S Y Y Y Y M Y
CARPENTER s Y 3 Y Y Y Y Y S Y
COONAN E E E Y Y Y Y S Y Y
DEATON Y s Y Y M Y Y Y Y s
GRAY Y Y Y Y Y Y Y Y Y Y
PELTIER E E E Y Y s Y Y Y Y
PETT Y Y M Y s Y S M Y M
RYDER M M Y M Y M M Y Y Y
STARKWEATHER Y Y Y Y Y Y Y Y Y Y
TRUSTEE 11 12 13 14 15 16 17 18 19 20
BRZEZINSKI Y Y Y Y S-Y Y Y
CARPENTER Y Y Y Y Y Y Y
COONAN Y S M Y Y M Y
DEATON Y M Y s Y Y S
GRAY Y Y Y Y Y Y Y
PELTIER Y Y Y Y Y Y Y
PETT Y Y s M Y Y Y
RYDER M Y Y Y N S M
STARKWEATHER S Y Y Y M-Y Y Y
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October 29, 2012

Ms. Danean Wright

Retirement Accountant

Bay County Employees’ Retirement System
515 Center Avenue

Suite 706

Bay City, MI 48708-5128

RE:  Bay County Employees' Retirement System

Dear Danean:

Enclosed, please find the September 30, 2012 appraisal for your investment portfolio managed by
WHYV Investment Management, and our commentary on the overall economic outlook.

The total return (Gross of Fees) for the portfolio as compared to the returns for the relevant
benchmark duting the third quarter and the full year are as follows:

3 Months 9 Months Since
Ended Ended Inception
Porttolio 9/30/12 9/30/12 3/18/04
Bay County Employees’ Retirement System 8.73% 17.19% 56.04%
Relevant Benchmark
Standard & Poor’s 500 Composite 6.35% 16.44% 52.90%

In a departure from a typical pattern of seasonal weakness, world equity markets resumed their “risk
on” stance during the third quarter. Continuing quantitative easing measures by the Federal Reserve
Bank and the FEuropean Central Bank combined with the ECB’s emphatic verbal suppost of
Eurozone banks appear to have been the main catalysts for the strong rally. We assume in our base
case scenario that stock markets will continue to climb the wall of global macro-related worties as
most of them are attractively valued both on a time-series and cross-asset class basts.

A summary of total return petformance for broad market indices during the third quarter and yeat-
to-date is included in the table below:
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3 Monihs 9 Months
Ended Ended
Select Market Indices 09/30/12 09/30/12
Latge Cap — Standard & Poor’s 500 Index 6.35% 16.44%
Mid Cap — S&P 400 Index 5.44% 13.77%
Stall Cap — Russell 2000 Index 5.25% 14.23%
International — MSCI EAFE Index 6.92% 10.08%
Ermetging Matrkets — MSCI Emerging Markets (EM) Index 7.74% 11.98%

The WHYV Large Cap Core Strategy outperformed in the third quarter net of fees. 'The
outperformance was primarily driven by strong stock selection and to a lesser extent benefited from
our allocation emphasizing pro-cyclical, global growth industries. Stock selectton was strongest in
the Energy, Materials, and Information Technology sectors. Our overweight position in Energy and
underweight position in Utilities were the primary drivers of positive attribution in terms of sector
allocation. Stock selection was weakest in the Consumer Discretionary and Financial sectors. The
best and worst contributing stocks for the quarter are listed below.

Top Weight | ‘Total Contribution Bottom Weight Total Contribution
Contributors® (%) Remrn (%) Contributors® (%) Returmn (%)
(%) (%)

National Oitwelt 39 2450 94 Deere & Co. 13 398 12
Varco
Google 3.3 30.07 89 Citigroup .3 -5.95 -12
Lyondell Basel 33 29.34 88 Autodesk 28 4.69 15
Industdes
Oil States Tt 34 20.03 65 FedFx Corp 20 7.48 13
Apple 4.3 14.72 .58 Dollar Tree 2.6 -10.24 =26

*The top und bottam sontributors are based on a niodel portfolis representative of the equity hoklings in_your portfolio. Your portfolio’s resulis may vary depending on client
speific restrictions, timing of imttial investrent, capital appreciation andfor ether factors. You may contact your porifolio manager for move information regarding the
methodlagy for aalculating the top and bottem sontribulers o performance by bolding, and 1o receive & fst of every holding’s contribution fo the overatl awcount’s performance. The
boldings identified above do not represent all of the sevurities purchased, sold, or recommended.  Past performance does not guarantee fiture resulls.

On a year-to-date basis, stock selection has been the driving force for outperformance and was
strongest in the Information Technology and Materials sectors. Sector allocation was a negative
conttibutor to petformance and appears to have been distributed among various sectors as a
potential consequence of the aforementioned alternating risk-on/risk-off patterns of stock market
investors’ behavior. The strategy’s elevated exposure to higher beta stocks has not been a
contributor to outperformance as higher beta stocks as a group underperformed lower beta stocks
on a yeat-to-date basis.  The highest and lowest contributing stocks on a year-to-date basis ate
listed below.
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Top Weight ‘Total Contribution Bottom Weight Total Contsibution
Contributors® (%) Retun (=) Contributors*® () Return (%o}
%) R2)

Apple Inc. 4.6 65.42 2.63 Colgate - Palmolive 3 -1.52 -06
CF Industries ..
Foldings Inc. 9 23.55 1.07 Citgroup A1 -5.95 -12
Narional Olwell 3.9 18.39 1.02 Borg Warnicr 1.8 -19.09 -39
Varco
Lyondelt Basel 3.0 3610 1.00 Occidentat 21 -12.97 -46
Industries Petrolenm
EMC Corp. 39 | 2660 92 Hclmerich & Pagne 10 22,82 57

*The top avnd bottors contribaators are based on a wodel partfolia representative of the equity boldings in_your portfolis. Your portfolio’s results may rary depending an client
specific restriciions, fiwing of initial investment, capital appreciation andfor oiber factors. Youw may contact your porifolio manager for more dnformation regarding the
methadohgy for calmlating the fop and botiont contributors fo performace by hokling, and 1o receive a st of every boldings contribution iv the overall acconnt’s performnice. The
boldings ientified abore ds not represent afl of the seonritics purchased, sold, or recommended. Past performance does ot guaranles future resulis.

The wotld stock markets continue to be strongly influenced by a plethora of macro factors. While
past negative news gave ample reason for investors to worry, positive actions kindled an equivalently
strong rebound in world markets. The wotld’s central banks continue to fuel strong stock market
advances as conventional and non-conventional measures are being used in an attempt to offset a
distinct lack of credible fiscal policy initiatives in developed countries. The Federal Reserve Bank
initiated the latest quantitative easing program (QE3) involving the large scale acquisition of
mortgage-backed securities in an attempt to offset the anticipated recessionaty effects caused by the
previously discussed advent of the “fiscal cliff”. Incidentally, the US economy might be able to
better handle the onset of this event as residential real estate appears to have bottomed and
employment statistics are showing signs of improvement. The aggressive monetary policy stance of
the Federal Reserve Bank most certainly reduced the likelihood of a Japanese-style debilitating
deflationary environment. Investors’ concern regarding excess liquidity creating rampant inflation
appear premature as a large output gap, small wage increases and a somewhat higher savings rate
temper inflationary tendencies. The Latge Cap Core strategy’s overweight positions in the Energy
and Materials sectors should also setve as a hedge against future inflation.

Not to be outdone by the Fed, the European Central Bank initiated its Outright Monectary
Transactions program, creating the latest Furozone crisis-related acronym “OMT” in the process.
This policy initiative involves unlimited purchases of short-term debt issued by the weakest
Eurozone members. While this move does not address the structural issues in Furope (high taxes,
onerous labor laws, etc.), it does appear to remove the threat of a Lehman-like meltdown. Market
tensions related to the Furozone sovereign debt and banking crisis were further reduced by the
decision of Germany’s Federal Constitutional Court to allow Germany to participate in the USD
$650 billion Furopean Stability Mechanism, which is also referred to as “the bazooka”. We have
commented on previous occasions that the efficacy limits of monetary policy measures appear close
to being reached. It is increasingly obvious that the various budget, sovereign debt, and banking
crises bedeviling most developed countties will not be solved in short order and require painful,
long-term adjustments.
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"The markets’ focus on China’s slowing growth appears to be ebbing as well. To put the Chinese
government’s targeted 7.5% growth rate for 2012 in perspective, the growth alone will equal the size
of the entire Chinese economy in 1994. September export growth of 9.9% and M2 growth of 14.8%
are encouraging signs for a reacceleration of economic activity. China, like most emerging market
countties, has a very favorable set of monetary and fiscal policy options to encourage continuation
of future economic growth.

We continue to view stocks as the asset class of choice for the foreseeable future. Although
temporaty episodes of volatility are likely to persist, the combination of low interest rates, reasonable
valuations, decent dividends and strong corporate profits support our constructive attitude toward
equities. The defensive sectors of Consumer Staples, Utilities and Telecommunication Services
appear overvalued relative to the cyclical sectors of Energy, Technology and Industrials. We
continue to position the Large Cap Core strategy toward the cyclical sectors of the market whete we
find stocks with a very favorable combmation of growth and value.

For a mote in-depth analysis of the current economic environment, please see the REVIEW AND
OUTLOOK- Fall 2012 included in this mailing. As always, please contact us with questdons or

cominents.

Sincerely,

#—

Jeffrey C. Coburn, CFA
Vice Prestdent, Portfolio Manager

JCC/cgs
Enclosures

Ce: Ms. Martha P. Fitzhugh
Me. Richard Potter

Disclosure: Certain statements contained in this commentary are forward-looking, including those thar discuss strategies, goals,
outlook or other non-historical matters; or project revenues, income, remurns or other financial measures. These forward-looking
statemnents are made only as of the date on which they are made, and WHV undertzkes no obligadon to update or revise any forward-
looking statements.

Ad




WHYV INVESTMENT MANAGEMENT

Economic
growth in the
United States
remains tepid,

The bousing
market
appears to
have bottomed
and is gaining

strength.

The economy
is adding jobs
but at a pace
well below
past recoveries.

REVIEW AND OUTLOOK - FALL 2012

Since the end of the “Great Recession” in June of 2009, the United States economy has expanded for
39 consecutive months through the end of September 2012. For an historical perspective, there have
been eleven economic expansions following recessions in the post-World War II period. "The average
tength of economic recoveries in this 67-year period is 58 months, the longest being 120 months and
the shortest being 12 months. The current economic recovery has averaged an annualized growth rate
of 2.2 percent, less than half of the growth rate of prior expansions of the same duration.

ISM Manufacturing Index The various surveys released in September and tw
s 25) date in October indicate a U.5. economy growing
55 5; at an annual rate of between 1 and 2 percent.
50 A TR =41 50 Gross Domestic Product (GDP), the total outpur

63

& 4 of goods and services within the U.S., grew at an
;i? jg_ annual rate, after adjustment for inflation, of 1.3
»]
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—— percent in the second quarter of 2012. Estimates

1991 1994 1997 2000 2003 2006 2005 2012 for the third quarter center on a growth rate of
about 1.4 percent. The ISM Manufacturing Index rose to 51.1 percent in September following three
months of contraction. A reading below 50.0 percent signifies a contraction. The Index of Leading
Economic Indicators, which provides a reasonable forecast of ¢conomic trends for the next six to nine
months, has declined in three of the past five months, suggesting little promise of a significant
acceleration in econemic output in the period ahead.

. S&P/Case-Shiller 20-City Home Price Index 220 The housing market appears to have bottomed
200 | a0 and a modest recovery is underway, albeit from a
180 150 VETY depressed level. New home sales, cxisting
160 1o Dome sales and home prices have all experienced
140 o A upward trend over the past several months.
120 129 Foreclosures have leveled off, the inventory of

P S R unsold homes has declined and housing starts are

- i
2000 2002 2004 2006 2008 2010 2012 exhibiting an irregular upward trend. The

affordability index that measures home prices, personal income and mortgage rates is the most favorable
since records have been kepr. The 30-year fixed rate mortgage published by the Mortgage Bankers
Association is at a record low of 3.63 percent. The Case-Shiller 20-City Home Price Index has risen
for six consecutive months following 20 consecutive months of decline, although prices remain 31.2
percent below their April 2006 peak. This recovery is likely to continue into next year. However housing,
as represented by residential fixed investment, is not going to be a major contributor to GDP as it
accounted for only 2.4 percent of GDP in the second quarter, down from a peak of 6.3 percent in
2005 and the post-World War II average of 4.8 percent.

Nonfarm Payroll Employment The labor market remains depressed. While non-
Millions i farm payrolls have increased in each of the past

158 thirty-one months, the rate of gain is well below
136 normal for this stage of an economic expansion.
134 In September non-farm payrolls advanced by
g; 114,000 and the unemployment rate fell o 7.8
128 percent. The drop in the unemployment rate
recently and from the peak of 10 percent in

October 2010 is largely due to people dropping
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The Federal
Reserve will keep
the 0.25% fed
funds rate into
mid-2015.

Continued large
Jederal budget
deficits and
accumulating debt
hamper economic

growth.

out of the labor force. There are 12.1 million people officially unemployed, an additional 6.7 million
who say they want a job but are currently not looking, and another 8.6 million who are working part-
time but would like to work full-time. Total employment remains 4.5 million below the peak of January
2008.

At its meeting on September 13, 2012, the Federal Reserve announced that it would embark on a third
round of quantitative easing (QE3). Quantitative casing is one of the tools used by the Fed to try to
stimulate economic growth and employment. It entails the purchase of bonds, either U.S. Treasury
securities or mortgage-backed securities (MBS), in an attempt to lower interest rates. It is hoped that
lower interest rates will spur the housing market and depress the exchange rate of the dollar thereby
boosting expores. Additionally, by keeping yields low on “riskless” sccurities, the Fed hopes to drive
businesses and investors into riskier, higher-yiclding assets, whether it be new plant and equipment,
equities or high-yield bonds that in turn will boost economic growth and employment. The Fed also
announced that it would keep its Federal funds rate at 0.25 percent through at least mid-2015.

The new round of quantitative easing involves an open-ended program to purchase $40 billion of newly
issued mortgage-backed securities every month. These securities are issued by Fannie Mae, Freddie Mac
and Ginnie Mae and consist of packaged or securitized mortgages that the government agencies have
bought from financial institutions. These agencies issue about $140 billion of mortgage-backed debt a
month representing the funding of about 90 percent of U.S. home loans. The mortgage-backed market
totals about $5 trillion.

Excess Reserves of Depository Institutions The Fed uses its member banks as agents for the
L Triliians of Dollars ;¢ Purchase of securities, paying for its purchases by
16 16 crediting the reserve accounts of the member
g ﬁ;;’ banks. The banks can then make loans of about
f,:g é:g $9 for eveiy $1 of reserve. This process is called
o8 26 the fractional reserve system or the multiple
0.2 0.2 expansion of bank credit. In simplest terms, it is
S I —— | % princing money. The Fed carries these reserves and

2000 2002 2004 2006 2008 2010 202 . .
other assets as part of its balance sheet. Since

August of 2007, the beginning of the financial crisis, the Fed’s balance sheet has expanded from $869
billion to just under $3 trillion currently. Most of this increase represents excess reserves that can be
turned into money by a multiple of nine. The potential inflationary implications of quantitative easing
are staggering.

The federal government is running a deficit of
over $1 trillion a year and, since the beginning of

"Fotal Public Debt Outstanding as 2 % of GDP

10

00 1o i jéﬁ the financial crisis in 2007, the U.S. has added

P g0 over $6 trillion to its outstanding debt. The Fed

80 so has financed or purchased a substantial amount of

70 70 this debt through prior quantitative easing

& |3 ‘ 1 60 programs, QE1 and QE2. The U.S. has total debt
e of $16.02 trillion on a GDP of $15.6 tillion, or

1991 1994 1997 2000 2003 2006 2009 2012 .
103 percent of GDP. The total outstanding

national debt is increasing at a rate of $3.85 billion a day. Economists Carmen M. Reinhart and Kenneth
Rogoff have shown that sustained debt-to-GDDP levels of 90 percent or more reduce the trend-line growth
rate of GDP by a third. This could be one of the explanations for the current tepid rate of economic
growth in the U.S.

Economists have labeled quantitative easing a form of financial repression. Financial repression occurs
when a government intervenes in the financial markets to control interest rates to a level that would
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The global
economy is
experiencing
slower growth.

The sovereign
debt crisis in
Europe remains
unresolved,

not prevail in a free or unfettered market. It enables a government to finance and service its debt at
low nominal interest rates and avoid the unpopular steps of raising taxes or cutting spending,. Since the
controlled low interest rates are often negative in real terms (inflation adjusted), it allows the government
to liquidate the real value of its debt. This is a classic way for a government to liquidate sovereign debr,
debasing its currency through inflation. The lender or owner of the debt is losing purchasing power
while the issuer of the debt is servicing it with a depreciating currency. Other forms of financial repression
whereby governments intervene in the credit markets are bank nationalization, capital market contrals,
restrictions on bank withdrawals, and regulations and restrictions on cross-border capital movements.

Foreign central banks, including those in the curo zone, Britain, Japan and China, are also likely to
continue easing monetary policy in order to promote growth, support asset prices, prevent sovereign debt

default and fight deflation.

10 Year Government Bond Yields The cost of capital, whether credit or equity, is the

5 Percens Per Anum o filter for risk and an important ingredient in
8 s calculating expected rates of return on capital.
: | 7 When governmenis intervene in the credit
g ] g markets to keep interest rates low, the allocation
7 14 of capital becomes distorted. When the Fed
g ‘j lowered the federal funds rate to as low as 1
e percent following the 2000-2001 recession, it was

1991 1994 1997 2000 2003 2006 2009 2012 . P :
culpable in contributing to the housing bubble as

investors piled into higher-risk and higher-yielding subprime mortgage loans. The current monetary
policy of the Fed is setting the stage for the unintended consequences of a future bubble in some asset
class.

Among the mixed signals of the current state and future outlook for the economy is the slowing trend
of global trade. Imports into the U.S. have slowed to an annual rate of 2.7 percent compared to 15
percent earlier in the recovery, confirming weaker domestic demand. Global merchandise trade has also
slowed as the U.S., the euro zone, China and other areas of the world have experienced slower rates
of growth. The World Trade Qrganization lowered its forecast for global trade growth in 2012 to 2.5
percent from its prior 3.7 percent forecast. This compares to the 5 percent growth recorded in 2011
and 13.8 percent in 2010.

The slowdown in U.S. and global growth leaves the wotld economy vulnerable to recession if shocks
or an exogenous event were to occur. Such an event could be a disruption in global energy supplies
as a result of an escalation of hostilities in the Middle East, a default on sovercign debt in Europe, policy
missteps in China or failure of Congress to address the “fiscal cliff” in the U.S.

Real Gross Domestic Product The prospects for solving the problems engulfing
w0 Qzr. 10 Qi % C’f‘_’”g" A””““"”‘_"’_ 10 the 17-member euro zone continue to be elusive.
8 &2 The area is in a deepening and broadening
2 § recession with GDP having fallen in two of the
g M g past three quarters. Actions by the International
-j -j Monetary Fund (IMF), the European Economic
- 5 Community (EEC) and the European Central
N e i it o0 P Bank (ECB) have proved to date to be of little

991 1994 1997 2000 2003 2006 2009 2012 help. The head of the ECB stated it would do
everything in its power to protect the euro zone. The latest operation by the ECB to buy sovereign
debrt is dubbed OMT for Qutright Monetary Transactions, similar to the quantitative easing of the U.S.
Federal Reserve. These funding sources are short-term rescue vehicles. The proposed euro zone’s
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permanent bailout facility, called the European Stability Mechanism (ESM), was approved by Germany's
highest court. This rescue vehicle will be funded by the issuance of debt authorized by the 27-member
European Union but guaranteed by the euro zone. The ESM will use these funds to provide financial
assistance to member states that appeal for help and adhere to the conditions surrounding the loans.
The peripheral members of the euro zone that have large budget deficits and large sovereign debr relative
to their GDP must pay high interest rates to attract buyers of their debt because of the risk of default.
These interest rates are unsustainable given the rising proportion of interest payments to total spending.

The source of the fiscal ailments of several of the members of the curo zone, namely excessive spending
and lack of growth, is not being addressed. The structural failures include rigid and immobile labor
forces, excessive health care and retirement benefits, excessive regulation and taxation and a host of
welfare entitlements. Attempts to undertake such reforms have met with civil unrest and political
upheaval. Additionally, European banks are dealing with bad loans, made in many cases on inflated real
estate, that are experiencing high rates of default. Private sector banks also own the sovereign debt of
the weaker euro zone countries. In order to keep the euro zone intact, Europe needs to adopt a fiscal
union, an economic union, a political union and a banking union. Germany has resisted such integration
unril the wayward members (Greece, Portugal, Spain, Ireland, Italy, and Cyprus) have shown that they
can go beyond enacting reforms to implementing the needed reforms. This is a hurdle that appears
unlikely to be cleared. Nevertheless, financial markets initially reacted favorably to the ECB and ESM

announcements.

Failure to resolve 'The most immediate threat to the U.S. economy is the looming “fiscal cliff’” at the beginning of 2013.
the "fiscal cliff’  Unless Congress acts, in January 2013 abour $100 billion in spending cuts and $500 billion in rax
will send the U.S. increases will occur. This is equivalent to about 3.8 percent of GDP assuming individuals do not change

economy into their behavior, for example, by bringing income forward from the high tax rates of 2013 to the lower
# downturn tax rates of 2012, Some estimates suggest the impact could be as much as 6 to 8 percent of GDP. That
in 2013, would put the economy into recession in the first half of 2013.

SUMMARY

The global economy is slowing due to a deepening recession in Europe, tepid U.S. growth and slower
growth in several developing economies including China. The developed countries of the world are
battling large budget deficits and expanding sovereign debt. Unless the legislative and executive branches
of government in the U.S. take action, a combination of spending cuts and tax increases effective ac
the beginning of 2013 will likely send the domestic economy into a downturn. On a more positive note,
corporate profits are near a record level, corporate balance sheets are strong and consumers are repairing
their balance sheets. Central banks around the world are flooding the system with liquidity which should
help support asset prices and defer sovereign default and deflation.

Past performance is no guarantee of future returns. Unless otherwise noted, charts are from Crandall Pierce & Company. Charts presented
in this article are not indicative of the past or future performance of any WHV Investment Management strategy. The opinions expressed
represent the opinion of WHV and are not intended as a forecast or guarantee of future results and are subject to change at any time due
to changes in market or economic conditions. Information contained herein has been obtained from sources believed to be reHable.

Investment Products: Not FDIC insured * No bank guarantee * May lose value

No part of this article may be reproduced int any form, or referred to in any other publication, without express written perrnission of WHV
Investment Management. ©2012, WHV Investment Management,

301 BATTERY STREET, SUITE 400 ‘ ’ 901 5TH AVENUE, SUITE 3130
SAN FRANCISCO, CALIFORNIA 94111-3203 V SEATTLE, WASHINGTON 98164-2088
TELEPHONE (415) 981-6911 TELEPHONE (206} 219-2450
FACSIMILE (415) 288-6153 FACSIMILE (206) 219-2479
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Novemnber 2, 2012

Ms. Danean Wright
Retitement Accountant

Bay County Employee's Retirement System

515 Center Avenue

Suite 706

Bay City, MI 48708-5128
RE:

Dear Boatrd of Trustees:

Bay County Employees' Retirement System

Please find the preliminary investment returns for the periods ending October 31, 2012 in the table below:

Time Weighted Total Return
Gross of Fees

Since
Cctober Year-to- Three Year Five Year Inception*
2012 Date One Year | Annualized Amnualized Annualized

Bay County Employees'
Retirement System -2.73% 14.00% 12.86% 11.21% 1.69% 4.96%
S&P 500 -1.85% 14.29% 15.21% 13.21% 0.36% 4.82%

*Since Inception Date 03/18/04

As always, we stand ready to answer any questions or comments you may have regarding the portfolio performance.

Thank you for your continued confidence in WHV Investment Management and the Large Cap Core Investment

Team.

Best regards,

A

Jeffrey C. Coburn, CFA

Cc Richard Potter

WY Tvearmont Managemens
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San Francisoe, U 841112374010
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Denver Investments’

October 11, 2012

Ms. Danean Wright

Retirement Accountant

Bay County (MI) Employees Retirement System
515 Center Avenue, Suite 706

Bay City, M 48708-5128

Dear Danean,
I'm writing to inform you of managerial changes for the firm’s Mid-Cap Growth products.

After 26 years with the firm, Will Chester, Co-Director of Mid-Cap Growth Research and Portfolio
Manager, has announced his retirement and will be transitioning his research and portfolio
management responsibilities effective October 31, 2012. He will remain involved with the team as a
resource until he leaves the firm on March 31, 2013. Mitch Begun will continue as the Director of
Mid-Cap Growth Research.

Mitch Begun and Wiley Reed, as lead portfolio managers, will be responsible for the day-to-day
management of portfolios and have final decision-making authority. Both professionals have a
wealth of analytical and portfolio management experience, and have made significant contributions
to the team’s products. The existing team of porifolio managers and analysts will continue to play an
integral role in the decision-making process.

Sincerely,

MSEp—

Mitch S. Begun, CFA

Partner

Co-Director of Mid-Cap Growth Research
Portfolio Manager

1225 17th Street, 26th Floar | Denver, CO 80202 | 303 3125000 | www.denvest.com C;)\ Lp




Charles B. Groeschell

Managing Direcror
Senior Portfolio Manager
Baird Advisors

October 22, 2012
Mr. Danean Wright
Bay County Employees' Retirement System
515 Center Avenue, Suite 701
Bay City, M1 48708-5128

Dear Danean:

Enclosed please find a summary review as of September 30, 2012 for the Bay County Employees'
Retirement System Portfolio managed by Baird Advisors.

Market Review

While U.S. Treasury yields were volatile during the 3rd quarter (10-year Treasury ranged from 1.39% to
1.87%) due to ongoing uncertainty in Europe, mixed economic signals in the U.S. and the Fed’s much
anticipated announcement of QE3, they finished the quarter very close to June 30 levels. Asaresult,
Treasuries produced modest returns overall. However, broad U.S. bond indices posted attractive returns in the
3rd quarter due to the strong performance of non-Treasury sectors as investors searching for additional yield
drove yield spreads on non-Treasury issues sharply tighter. Please find attached a copy of our September
Bond Market Comments which provide a more detailed review of the market.

Performance Update

The Bay County Employees' Retirement System Portfolio produced attractive nominal and relative returns
in the 3rd quarter, adding to very strong year-to-date results. The Portfolio’s outperformance relative to the
benchmark in the quarter came primarily from an underweight to U.S. Treasuries and an overweight to well-
structured commercial mortgage-backed securities (CMBS). We remain confident in the Portfolio’s overall
structure, and with the yield advantage, are optimistic regarding relative performance for the remainder of
2012,

Please let us know if you have any questions as you review this information. Again, we sincercly appreciate
the opportunity to serve as your fixed income investment manager.

Sincerely,

[fandey B frrmbrtt

Charles B. Groeschell

ce: Rick Potter - Becker, Burke Associates, Inc.

Robert W, Baird & Co.

777 East Wisconsin Avenue

Milwaukee W1 53202-5391

Direct 414 298-1063

Toll Free 888 792-9813

Fax 414 298-1078

Email cgroeschell@rwbaird.com Q v?

wwiwv.rwhbaird.com




Bay County Employees’ Retirement System
Fixed Income Portfolio

Gross Investment Performance
03/31/06 through 09/306/12

Fixed Income Customized

Year Portfolio "~ Benchmark
2006 Year-to-Date 5.04% 4.85%
2007 7.20% 7.78%
2008 9.13% 10.36%
2009 3.72% 1.79%
2010 5.63% 5.46%
2011 7.91% 7.62%
2012 1st Quarter -0.14% -0.28%
2nd Quarter 2.05% 1.86%
3rd Quarter 1.12% 0.85%
Year-to-Date 3.05% 2.45%

Total Return 0 o

03/31/06-09/30/12 49.71% 47.59%
Annualized Return 6.40% 6.17%

The performance is presented on a cumulative basis and does not reflect the deduction of investment advisory fees. Return
would be reduced by advisory fee and other fees such as custodial expenses. The maximum fee found in Baird Advisors
form ADV is 30 basis points. All returns are calculated on a time weighted, total return basis. The results shown should
not be considered representative of future investment returns. The 50% Barclays Capital Government & 50% Barclays
Capital MBS Index is an unmanaged portfolio of specific securities. The portfolio does not invest in all the securities
traded in the index. Direct investment in the index is not available. Client should review all account statements provided
by its custodian and compare those account statements to any account statement provided by Baird Advisors. Baird
Advisors relies on securities valuations provided by client's custodian for purposes of performance reports.

Client should review all account statements provided by its custodian and compare those account statements to any account
statement provided by Baird Adivsors. Baird Advisors relies on security valuations provided by client's custodian for
purposes of performance reports.

The Baird Advisors Brochure, which serves as a substitute for Form ADV Part TI, is available upon request.




Bay County Employees' Retirement System
Fixed Income Portfolio

Net Investment Performance
03/31/06 through 09/30/12

Fixed Income Customized

Year Portfolio Benchmark
2006 Year-to-Date 4.80% 4.85%
2007 6.89% 7.78%
2008 8.81% 10.36%
2009 3.41% 1.79%
2010 531% 5.46%
2011 7.59% 7.62%
2012 1st Quarter -0.22% -0.28%
2nd Quarter 1.98% 1.86%
3rd Quarter 1.05% 0.85%
Year-to-Date 2.82% 2.45%

Total Return o o

03/31/06-09/30/12 46.84% 47.59%
Annualized Return 6.08% 6.17%

The performance is presented on a cumulative basis. All returns are calculated on a time weighted, total return basis. The
results shown should not be considered representative of future investment returns. The 50% Barclays Capital Government
& 50% Barclays

Capital MBS Index is an unmanaged portfolio of specific securities. The portfolio does not invest in all the securities
traded in the index. Direct investment in the index is not available. Client should review all account statements provided
by its custodian and compare those account statements to any account statement provided by Baird Advisors. Baird
Advisors relies on securities valuations provided by client's custodian for purposes of performance reports.

Client should review all account statements provided by its custodian and compare those account statements to any account
statement provided by Baird Adivsors. Baird Advisors relies on security valuations provided by client's custodian for
purposes of performance reports.

The Baird Advisors Brochure, which serves as a substitute for Form ADV Part 11, is available upon request.







Summary

15.6 14.5

3 Months

YTD 1 Year

& Porifolic 21 Benchmark

Infernationat equity markeis had a good quarter with the MSCI EAFE
index rising by 6.9% and the porifolio benchmark by 7.2%.

All regions rose in absolute terms in the quarter except for Japan.
Pacific ex Japan was the best performing EAFE region rising by 11.0%.
Emerging Markets rose 7.7% in the quarter.

The Financials sector was the best performing secior in the guarter
rising by 11.3%. Information Technology was the worst performing
sector rising by only 1.3%.

Since Inception

30June 2012 U 12,667,130

30 September 2012 13,766,261

Inception: 30 Cctober 2009

Source: Barings / MSCI, gross of fees
Periads over 1 year are annualized
Benchmark: MSCH EAFE (net) + 1% pa

Qur performance was 1.5% ahead of the benchmark in the guarter and
1.8% ahead of the EAFE indax. This was due to good stock selection.
Stock selection in the Materials sector added 1.5% ico relative
performance versus the EAFE index.

By region our allocation 1o Emerging Market stocks, which includes a
Canadian listed stock, added slightly to performance,

Asset allocation by sector and by region was negative. The
undenweight positions to Europe and to Pacific ex Japan were the
primary causes.

Pacific Ex Japan

Europe Ex UK.

Emerging Markets

United Kingdom

EAFE

Japan

Source: MSCI, Barings
International equily markets had a good guarter with the MSCI EAFE
Index rising by 8.9%.

By regicon, Pacific ex Japan was the best performing EAFE region rising
by 11.0%. This was followed by Eurcpe ex UK which rose by 8.6%.

The Emerging Markets outperformed the MSC! EAFE index in the
quarter rising by 7.7%.

Japan was the worst performing regien, and the only one to fall in the
quarter, declining by 0.8%.

MSCI EAFE Sector (Net)

Financials
Health Care
Consumer Staples

Materials

Energy

industrials

Telecom. Services

Consumer Discretionary

Utilities

Information Technology
Source: MSCI, Barings

The Financials sector was the best performing sector rising by 11.3% in
the quarter. This was followed by the Health Care sector which rose by
8.9%.

The Information Technology sector was the worst performing sector in
the quarter rising by only 1.3%.




ColumbiaManagement

Alan Puklin

Senior Institutional Relationship Manager
Institutional CHient Service

100 Park Avenue

New York, NY 10047

Tel: 212.850.1612

Fax: 212.682.64860
alan.puklin@columbiamanagement.com

October 22,2012

Ms. Danean Wright

Bay County Employees’ Retirement System

515 Center Street Suite 706

Bay City, M1 48708-5128

Re: Bay County Retirement 3rd Quarter 2012

Dear Danean:

We are pleased to enclose our report for the quarter ended September 30, 2012, As usual, the
report includes a brief economic overview and market outlook, investment performance, and a

portfolio valuation as of September 30, 2012.

The performance for your portfolio as of September 30, 2012 was as follows:

Market Value as | Quarter ended 2 months ended Since Inception®
of 09/30/2012 09/30/2012 09/30/2012

Total Portfolio | $27,487,176.81 | 4.85% 12.05% 4.77%

Russell 1000 6.77% - | 16.60% 5.25%

Value Index

+1% annually

S&P 500 Index 6.35% 16.44% 2.49%

* Inception Date: January 26, 2001

The U.S. stock rallied in the 3" quarter primarily as a result of the European
policymaker’s plans to stabilize the sovereign debt markets as well as the Federal
Reserve’s announcements to help fuel a slowing U.S. economy. The broad market as
measured by the S&P 500 was up over 6% for the quarter and has risen over 16% for the
first 9 months of the year. All of the sectors of the market with the exception of Utilities
posted solid gains for the quarter. Energy was the best performing sector followed by
Telecommunications and Information Technology.

On an absolute basis the portfolio underperformed the Russell 1000 Value Index and the
broad market as measured by the S&P 500 Index for the quarter. The underperformance
for the quarter was attributable entirely too individual stock selection. The best
performing sectors on a contribution to return basis in the quarter were energy and
Financials. The largest distracters were Consumer Staples and Health Care.

Office of Supervisory Jurisdiction:
225 Franklin Strest
Boston, MA 02110

Security products offered through Columbia Management Investment Distributors, inc., aY
member FINRA. Advisory services provided by Columbia Management lnvestment Advisers, LLC. &0‘3

32




()
()

"0 *sISSIADY JusLisanu] JualaBeue BIqUINIOD WO 8A10981 Nok 1B} 8S0U) YIIM UEIPOISha oA Lo} SJUBWSYE]S JUNCooR auy) asedwod o nok abiin ap

'S99} 9.10j8q PaleINIED SUINje) eouRLLIopad ‘pajou BSIMIBYI0 SSBIUN

ges - 09°9} L9 Alrenuuy %1 + enjea 0001 flessny
6¥'¢ 12412 SE'9 XBpU| 00S d%S
eLy 06'HL 06t Ao Aunbz
LLY S0°2l g9t WNO0JY [ej0 |
pazifenuuy aleq sLuopy _
L002/9¢/10 0] fea ) - glselen
daou) soulg

. SLINS3Y INJWLSIAN] 40 AHYWIWNS
% 00°00} LLL18Y e LL0'922'08 elo|
% £8'66 620" LY 'Le 626'621'02 Aunbg
% .10 8¥1‘av 8ri'or : ysed
asn :fousunn

sBuipjoH an[eA 1eyiew 180D

JO Juasiad 1o B0
SONITTOH ALIHNOAS 40 AHYINNNS
. WwaysAs Juawalay des# Junodoy
Z1/08/60 :21eg ,s99A0|dw3 A3uno) Aeg ewsbeury Biqunion



Financials, which comprised 23% of the portfolio slightly below the 26% allocation in
the Russell 1000 Value Index recovered nicely from the tough 2" quarter of the year as a
result of better news from Europe. On the surface, banks and insurance companies have
over the past several years trued up reserves, improved their balance sheets and lending

- practices thus making them levered to any improvement in the economy. We are
confident in these positions we and do not plan on making any changes to the financial
sector stocks at this time. We believe that financial stocks will continue to generate
considerable alpha going forward and we need a healthy banking sector for the U.S.
economy to continue to improve.

Energy was the strongest performing sector in the quarter. We have a slight underweight
to energy compared to the Russell 1000 Value index but our individual holdings
significantly outperformed the benchmark. Among the top performers were Valero,
which announced stronger than anticipated earnings returning 31.98% for the quarter.
Also Williams Companies and Chevron were strong performers for the quarter. During
the quarter we initiated a position in Anadarko Petroleum, a global oil and gas
exploration company.

Consumer Staples was the worst performing sector in the portfolio for the quarter. OQur
holdings in the sector are primarily focused on food product companies including Tyson
Foods and General Mills. Tyson announced weak guarterly earnings and cut its forecast
for the full year by over $1.0 billion in revenue. We believe that the company has taken
the right steps to improve their margins and do not plan on changing our position at this
point.

Outlook

Economic growth throughout the world is generally in a slowing pattern. The problems
in Europe continue to drag down the rest of the developed world. China is ¢learly in a
slowing pattern and the threat of the fiscal cliff in the U.S. all is weighing on the minds of
investors. Corporate cash levels remain at record highs and as the economy improves,
companies should both increase capital expenditures, and raise dividends. We continue
to be concerned about the high unemployment rate, although we are seeing some signs
recovery. We are encouraged by the news on the housing front as we have seen recent
pick-up in sales and a decrease in unsold inventory.

if you have any questions on your account or would like to discuss any aspect of portfolio
performance, please do not hesitate to call me.

Alan J. Puklin
Enclosure
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October 31, 2012

Bay County Employees’ Retirement System

Bay County Voluntary Employees’ Beneficiary Association
Bay County Building

515 Center Avenue, Suite 706

Bay City, M1 48708-5128

Dear Bay County Employees’ Retirement System:

The total return of the Bay County Employees’ Retirement System REIT account for the quarter ended
September 30, 2012 is as follows:

Portfolio Bay County’s Total Return
Ending September 30, 2012
Quarter YTD
Bay County Employees’ Gross 0.23% 14.25%
Bay County Employees’ Net 0.08% 13.74%
FTSE NAREIT Equity REIT Index 0.16% 15.09%

Market Overview

The FTSE NAREIT REIT Index (REIT Index) posted positive total returns in a low volume third quarter
despite a steadily deteriorating global economic outlook, but underperformed the broader equity
market. Fconomic results stayed flat following the unimpressive second quarter readings. Weakness
continued in the employment and manufacturing data as the iSM report indicated a contractionary
environment in both July and August following a similar result in June. In addition to wrestling with
guestions about the pace of U.S. economic growth, investors faced a series of concerns from overseas as
well. Hopes for a second half rebound in China have yet to materialize as the data continues to indicate
slowing and the European recession threatens to impact export dependent economies across the globe.
Continued uncertainly and risk aversion are keeping ‘safe-haven’ sovereigh debt yields low.

The FTSE NAREIT Equity REIT Index posted a total return of 0.2% in the third quarter, underperforming
the broader equity market during the period. The Shopping Center, Industrial, and Self-Storage sectors
outperformed as the market sought value over growth oriented property types. The Apartment sector
was the weakest performer in our universe as investors remain concerned about the pace of
decelerating revenue growth and pressure from supply in select markets. Due to strong demographic
trends in the age cohorts with the highest propensity to rent, we continue to feel that fundamentalis for
apartments will remain favorable despite a moderate increase in expected move-outs-to-buy, but equity
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investors will likely remain focused on the slowdown in the pace of rent growth. The Lodging sector also
underperformed despite continuing to put up strong REVPAR growth, as concerns over a weaker
economy weighed on the sector and a shift in the holiday calendar caused some weakness in third
guarter results.

Market Commentary

Concerns over European countries’ ability to meet austerity targets and finance their deficits continue to
weigh on market sentiment Europe continues to bifurcate between nations afflicted with austerity
fatigue and those with rescue fatigue. Spain, Eurozone’s fourth largest economy, has become the center
of attention as they resist requesting additional aid, despite the clear need to do so.

The turmoil in Europe and slowdown in China continue to weigh on the U.5. economy in the third
quarter. Global trade and bank lending weakened and more importantly business confidence maintains
a negative outlook. Robust job creation has failed to materialize in the United States. Despite a strong
July report, August and September were weak delivering 96K and 114K new jobs respectively. The six
month average remains below 100K , weil below the 300K needed for a strong expansion and reducing
the unemployment rate. Government payrolls have been flat for the past year. Initial claims for
unemployment continue to come in at levels consistent with weak job creation. While manufacturing
reports from ISM demonstrate a gradual contraction, the services portion of the economy appears to be
strong. We believe concerns about U.S. fiscal policy, Europe and slower growth in China forced many
companies to delay hiring decisions. Uncertainty surrounding the resclution of the “Fiscal Cliff” in the
.S, at the end of the year
is also likely weighing on
business confidence levels.

Household Deleveraging

804, Houschold Dicht Stock Relative to End of Recession

As such, we continue to
believe we are in a period
of uncertain economic
growth. Household
deleveraging continues to
hold back this recovery
from the more robust
growth experienced
following previous
recessions.

e Bostovar Recession Average  wwww Current Recovery

Dhuata Sowrce: Federal Reserve Board, WWW.cfr-orgfcgs

That said, absent a complete breakdown in Europe or China, we continue to believe the period of softer
economic growth in the U.S. will be relatively short lived. While growth will likely remain below the long-
term trend it should remain in the 2% range for the remainder of 2012. This outlook hinges on how
global policy makers react to these conditions. As long as inflation remains low, central bankers have
more latitude to further stimulate the economy should economic growth weaken further.
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Commercial real estate fundamentals remain strong for most property types. Demand for space may
have downshifted slightly beginning in the second-half of 2011 due to the macroeconomic uncertainty,
but the lack of new supply has allowed landlords to continue raising rents. While the modest economic
and labor market growth is disappointing, it serves to keep development in check, thereby underpinning
commercial rea estate fundamentals.

In response to growing

household formations, HOUSEhOfd Formation
construction fevels in the

N 2,100 -
multifamily sector have
i d to levels above 1500
mcrea;e ‘ 1700 -
300,000 units ?er year. 1,500 -
However, we v'iew tche 1,300 - ® Househoid Formation
dearth of multifamily 1,100 & Expected (87-07 Avg %)
development over the 900

: # Forecast

last 5 years as rational 760
justification for the recent 560 -

increase in construction.

Source:U.S. Census Surea, Trend i
30yr average zrowih exciuding outfer

Th h b h gggggggggﬂﬂﬂgﬁ aarof 2001, Foracast Moody'

T 5

ere have been other EEE2E88888gd3dzscds ¥ ! i
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signs of life of
construction levels beginning to fift from trough levels {commercial construction spending rose nearly
10% year over year in the six months ended in July) as a percentage of total stock starts remain at

historically low levels unit completions over the past year represent only 0.68% of stock, well below the
average 1.25% growth rate of the past 10 years and the next year is forecast by CBRE to only achieve a
1.13% growth rate and the household formation headwinds are now abating.

Moreover, the normal obsolescence rate for real estate has been around 1% of total stock annually, so
total supply is effectively still declining. As such, absent a severe shock to the U.S. economy causing a
sharp drop in business activity and demand we expect NOI growth to remain relatively robust for several
years. In addition to improving cash flows, absent a dislocation in the credit markets, extremely low
interest rates should have the positive benefit of increasing investor demand for income oriented
investments thereby providing support for commercial real estate valuations.

Fund flows to U.S. REIT products overall have been modestly negative during the quarter as outflows in
Japanese registered funds outpaced the inflows to US registered funds and ETFs.

Property Markets

Despite the potential risks in the global economy, we believe the outlook for commercial real estate
rerains positive. Indeed, modest economic growth should help to keep real estate supply and demand
in balance, thereby supporting continued improvement in real estate fundamentals across most
property types. What's more, low borrowing costs should help to support property values and increase
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the attractiveness of real estate investments for income oriented investors. REITs continue to maintain
pace to raise more capital in 2012 than in 2011 at very attractive rates.

Office

Despite the recent weakness in the employment data, Office markets continued to stabilize in the
quarter. Re-leasing spreads remain slightly negative for most office markets, but gains in occupancy are
resulting in smaller rates of decline and healthy tenant activity. That said, the pace of improvement is
not consistent across the entire marketplace. High-barrier CBD markets with lower structural vacancy
and a concentration of tech and energy jobs will continue to outperform the lower-barrier suburban
markets which are negatively impacted by shorter lease terms and modest jobs growth. We believe
these trends will likely continue as the market continues its gradual return to equilibrium over the next
few years. Accordingly, we continue to favor REITs with greater exposure to the CBD coastal markets,
versus their suburban peers.

Apartments

Multifamily fundamentals on a historic basis remain strong thanks to demographictrends and a
continued propensity to rent in many key tenant cohorts. Indeed, almost every market in the country
has experienced strong mid- to high-single digit year-over-year rent growth during the spring leasing
season. However, the acceleration of rent growth has likely peaked for the cycle unless there is a
material increase in job growth on the horizon. Additionally, current valuation levels are above
replacement cost in many markets and planned development starts have been rising in the muitifamily
sector for the past few quarters. in general this supply is below the long-term average and localized
{Washington D.C. will see considerable supply deliveries starting in the second half of this year and
throughout 2013, followed by supply in select Seattle and San Jose submarkets next year), but it could
curtail perceived longer-term growth prospects for the sector as additional apartment units come on
line. Finally, the expected IPO of Archstone remains an overhang on several large cap companies in the
sector, but the timing on this continues to remain uncertain. Accordingly we remain underweight the
sector, and focus on REITs with company specific catalysts to unlock outsized returns.

Retail

Despite macroeconomic headwinds the Retail sector has held up remarkably well in 2012. Retailers
have posted 10 consecutive quarters of relatively strong sales growth, particularly at the high end.
While consumer confidence has remained, low back to school sales figures were positive and may
indicate a healthy holiday shopping season. With occupancy costs low and retailer expansion plans, the
Class A malls still have good NOI upside potential even in a slowing sales environment. Due to an aging
baby-boomer generation we believe consumgption patterns could shift over the next few years, resulting
in increased demand for space in high-productivity centers at the expense of their lower quality peers.
Accordingly, lower quality retail centers will likely struggle with higher vacancy over the next few
quarters, As such, we currently favor “A-Quality” Regional Mall REITs versus “B-Quality” Regional Malls
and Shopping Center RE{Ts.

»
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Lodging

Much like the Retail sector, Lodging fundamentals are holding up quite well despite the concerns about
the giobal economy. Based on recent commentary from Marriott and other hotel operators RevPar
growth is expected to total 5%-7% annually for the next few years, above prior expectations. Weekly
reports on RevPar have indicated some slowing in the most recent quarter, but growth remains well
above historical averages and is expected to improve in the fourth quarter. Low supply continues o be
the major tailwind aiding the sector, and improved occupancy from business travel continues to improve
allfowing operators to increase rates. Despite the positive news operationally and relatively attractive
valuations, Hotel REITs have been whipsawed by the market over the last few quarters depending on
the sentiment toward cyclical sectors and the global geopolitical environment. We believe this volatility
likely continues in the coming quarters whife the market wrestles with macroeconomic factors,
however, the strong fundamental outlook and valuations should buoy performance absent a severe
economic contraction.

Industrial

Industrial fundamentals continue to improve, despite the global sfowdown that is occurring. Gccupancy
rates have reached the point that owners can start to push rents in several of the coastal markets. The
continued strength of this recovery is dependent on economic conditions not deteriorating further in
Europe and China. Indeed, domestic port traffic is flattish versus last year, and seems likely to turn more
negative in the coming months, potentially curtailing the pace of recovery in these markets in the near
term. Pricing for these securities remains strong and some are starting to become fairly valued. As
such, we have reduced our exposure to the Industrial sector due to these concerns and less attractive
valuations.

REIT Outlook

Our overall enthusiasm for the health of commercial real estate securities continues to be tempered by
the elevated macroeconomic risks we see on the horizon which could result in choppiness for the
broader equity markets, which in turn will limit the near term upside of the REIT sector as well. Indeed,
in addition to the economic headwinds and problems in Europe that we are currently facing, markets
will also face the uncertainty of the U.S. Presidential election and “Fiscal Cliff”. As such, we have
adopted a barbell position, maintaining pasitions in high quality companies in cyclical sectors and
adding to our exposure to higher vielding defensive compenents of the universe in case the stress from
the macroeconomic risks overwhelm the broader equity markets.

Sincerely,

Scott Westphal
Managing Director, Global Real Estate Securities
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investment Report — Quarter Three 2012

tire

Overview

Fund Valuation

Performance
Periods to 30 September 2012
Fund +5.1 +13.3 +54 25 2.5
Index* +3.2 +15.4 +8.3 2.0 +2.9
S&P EPAC SmaliCap +79 +13.9 +4.8 -3.5 +1.4
Value added rel Index* -2.1 -2.1 0.9 0.5 04
Difference vs EPAC Sm -1.8 0.6 +0.6 +1.0 +1.1
Source: Schroders. Gross of fees, * S&P EPAC SmafCap index plus 150 basis points ™ Since Inoeplion June 30, 2006
All subsequent performance comments and numbers are relative to S&P EPAC SmallCap Index
Performance versus 20
benchmark (%}
-0
3m £m 3years (p.a) Syears (pa)
Summary Infemational equity markets have enjoyed a strong quarter. With little in the way of

fundamentals to justify i, much of the change in sentiment has been due to the
anticipation, and subsequent confirnation, of vigorous Central Bank action, which has
been forthcoming from the United States, Europe and Japan. While there have been some
signs of stabilization (at low level) of economic activity in the developed economies,
emerging markets have continued to decelerate.

Performance has lagged the benchmark over the quarter, primarily thanks to shorifalls in
Continental Europe and Pacific ex Japan. Selection has been broadly in line with the index
in Japan and the United Kingdom, while in allocation terms there was a small benefit from
the underweighting in Japan.

The performance sherffall over the twelve month period is due fo adverse selection in
Japan, Pacific ex Japan and in the United Kingdom, offset by added vaiue in continental
Eurcpe. Country allocation has been a modest positive due to the underweighting in
Japan.

Despite the recent rally in global equity markets, we believe markets still exhibit an
extremely risk averse mood among investors. In analysing the various components that
are associated with “quality” eg high retums, strong balance sheets and stability of
earnings, it is the latter that has become, above all else, the touchstone for investors. In
the current state of uncertainty it would be brave to say when such predilection will end,
but we see litle long term value in such stocks. To this extent, we continue to see more
affractiveness in cyclical growth in areas such as consumer discretionary, industrial,
information technology and materials. In terms of regional allocation, the porifolio remains
overweight Pacific ex Japan.

- 57 % Schroders




MacKayShields

October 25, 2012

Banean Wright

Bay County Employees Retirement System
515 Center Avenue, Suite 706

Bay City, M1 48708

Dear Danean,

Keeping in the spirit of MacKay Shields policy of apprising you of events at the firm, we are writing to
share with you some important changes to our Convertible Team.

As you know, our Convertible investment team has been led and managed by the dedicated efforts of Ed
Silverstein. Ed has been responsible for the management of our convertible portfolios for many years.
Unfortunately, with the size of the convertibles market having declined in recent years, we have decided
after a thorough review to organize the management of our convertible portfolios as follows, effective
immediately:

. Ed Silverstein will continue to lead MacKay’s dedicated convertibles effort and will work with
Elizabeth Xu in the day- to- day management of our domestic convertibles portfolios;

. We are discontinuing the management of global convertibles;
. Trading for the convertibles portfolios, as well as some analytic and modeling functions, will now
be supported by our High Yield team. Matt Philo’s High Yield team has opportunistically been

investing and trading in convertible securities for their own client portfolios for some time;

. As they have in the past, Ed and Elizabeth will continue to have access to the investment insights
of their High Yield colleagues.

Regrettably, these changes require a resizing of our Convertible group, and will impact a number of our
valued colleagues. As a result, Kent Bailey, Ellen Dunleavy, Kevin Lee and John Moten will be leaving the
firm. We thank themn for their contributions over the years to MacKay and to our Convertible clients.

Should you have any questions or need any additional information please feel free to call me at
212 230 3893.

Kind regards,

S

¢ Wast 577 Street, New York, NY 10019 « Tel, 212-230-3893 = Fax 212-754-9205 « virginia.rose@mackayshields.com
MacKay Shields is an affiliate of New York Life Investment Management LLC




m LOOMIS | SAYLES Todd A. Needham, CFA
Vice President,

Client Portfolio Manager

tneedham®@loomissayles.com
617.960.2092 tel

October 8, 2012

Ms. Danean Wright

Retirement Administrator

Bay County Finance Department
515 Center Avenue, Suite 706
Bay City, MI 48708

Dear Danean,

I am writing this letter to you to address items that relate to the Bay County Employees
Retirement System ("BCERS") investment portfolio ("the Portfolio") managed by
Loomis Sayles. As we discussed during our telephone conversation this morning, we
would like to receive clarification on the Limited Partnership ("L.P.") restriction in the
Portfolio's investment guidelines. In addition we would like discuss with you and the
Trustees the long-term performance target for the Portfolio.

PER CONSULTANT, THEY WERE INSTRUCTED TO FOLLOW INVESTMENT %

Limited Part hi
nerships GUIDELINES

The investment guidelines for the BCERS Portfolio restrict investment in Limited
Partnerships. The Portfolio holds eleven positions in bonds issued by Limited
Partnerships (see attached file for details). We believe that debt issued by a Limited
Partnership is different from direct investment in an L.P. and is permissible with the
within the guidelines. We would like to receive clarification on this issue to know
whether we may continue holding the positions in the portfolio.

As background, we recently completed an upgrade to our compliance system. The
Limited Partnership rule is now part of our daily automated compliance process. The
positions in question were flagged by our compliance system which prompted us to reach
out to you for clarification on this issue.

Performance Expectation "7"‘ TO BE DISCUSSED BY BOARD OF TRUSTEES %‘(
Over the course of the relationship between Bay County Emplovees Retirement System
and Loomis Sayles, the long-term performance objective for the Portfolio has ranged
from exceeding the benchmark's performance return by 1.50% to the current target of
1.00%. Given the current market environment and the flexibility provided by the
investment guidelines, we believe a long-term expectation of 0.75% above the index is
reasonable. We would like the Trustees to consider reducing the excess performance
expectation to 0.75%.

One Financial Center
Boston, MA 02111 5 ?

617.482.2450

www.loomissayles.com




| LOOMIS| SAYLES

If the Trustees would prefer to keep the +1.00% performance expectation, we ask that
they consider reducing the Portfolio's minimum average quality requirement from A3/A-
to Baa3/BBB-. The Portfolio would still be rated investment grade, but the change in
quality would also allow for additional risk to be taken. Specifically, we could take more
advantage of the guideline's 10% allowable allocation to high yield. With the existing
quality requirement we've been encumbered from taking advantage of the full 10%
allocation to high yield. We believe the change in minimum quality would increase the
likelihood that we can meet and exceed the excess performance expectation.

If the Trustees are in agreement with Loomis Sayles' interpretation that the debt of
Limited Partnerships are permissible investments in the BCERS Portfolio, please
complete the Guideline Clarification Letter enclosed within.

If you have any questions about the exposure to Limited Partnership Debt or the two
different proposals to address the future performance expectation for the Portfolio, please

do not hesitate to let me know.

Regards,

Todd A. Needham, CFA
Vice President

Cc: Richard L. Potter, Becker, Burke Associates

(p 0
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11/1/2012
REFUNDS: FOR THE MONTH ENDED OCTOBER 31, 2012

EMPLOYEE/BENEFICIAR' CONTRIBUTIONS PROCESSED DEPARTMENT TERMINATION
REFUNDED ON TERMINATED DATE
Martinez, Jose 2,146.83 10/2112 Juvenile Home 04/27112
Lenon, Gregory 2,139.05 10/17/12 Central Dispatch 04/15/12
TOTAL REFUNDS: 4.285.98
RETIREE CONTRIBUTIONS DEPARTMENT EFFECTIVE
TRANSFERRED DATE
Cieslinski, Kenneth 74,167.86 Deferred - Sheriff 08/24/12
Hayes, Marie 44 (075.88 Housing Comm 09/19M12
Bingham, Randy 71,895.18 DWS 0972912
Brunner, Gerald 8,145.80 BMCF 1011112
DECEASED EMPLOYEE/ BENEFICIARY REFUND/ DATE/DEPARTMENT
RETIREE PENSION
Akers, Barbara N/A Pension 10/17/12 Health Dept
NO REFUNDS ACCUMULATED UNION DATE
EMPLOYEE NAME CONTRIBUTIONS GROUP TERMINATED
Clark, Kaitlyn 1,044.76 BMCF 09/05/12
Clemons, Tracey 2.388.16 BMCF 10/01/12
Krzewicki, Karla 67.75 BMCF 10/02/12
Gwizdala, Barbara 6,480.98 BMCF 09/07/12
Herzeberger, Cassandra 91.45 BMCF 10/23/12
L auria, Sabrina 4 106.97 BMCF 10/10/12
Lynch, Debbie 2373 BMCF 10/10/12
Morgan, Amanda 6.56 BMCF 09/10/12
Lorenz, Bryan 772.56 Gen 08/28/12
Romeo, Matithew 4,978.71 Gen 09/07/M12
Bostwick, Janis 6,408.10 Gen 08/22/12
26.369.73
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PURCHASE OF OTHER GOVERNMENTAL SERVICE

EMPLOYEE NAME: Sue Gadille
DEPARTMENT Environmental Health
JOB TITLE Sanitarian

DATE APPROVED BY PERSONNEL COMMITTEE

September 18, 2012

MOTION NUMBER

#4

OTHER GOVERNMENT SERVICE TIME BEING
PURCHASED

FROM: November 2, 1992
TO: September 15, 1995

CERTIFICATION OF EMPLOYMENT AND WAGES

CAPACITY?

OF OTHER GOVERNMENTAL UNIT ON FILE? Yes
DOES APPLICANT HAVE MINIMUM COF 8 YEARS
SERVICE CREDIT IN BAY COUNTY EMPLOYEE Yes
RETIREMENT SYSTEM?

AFFIDAVIT ON FILE DECLARING INELIGIBILITY TO
DRAW OR USE THIS SERVICE TIME IN ANOTHER | Yes

YEARS AND MONTHS OF OTHER GOVERNMENT
SERVICE TIME BEING PURCHASED:

2 years and 11 months

AMOUNT DUE RETIREMENT SYSTEM

$10,4985.23

PAYMENT MUST BE COMPLETED BY:

September 18, 2013

Prepared By: Danean Wright, Retirement Administrator/accountant

G\RetirementiRetMisc\Governmenial Service - Request o Purchase
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PURCHASE OF OTHER GOVERNMENTAL SERVICE

EMPLOYEE NAME: _ Michael Shehan

DEPARTMENT

Depariment of Water and Sewer

JOB TITLE

Operator

DATE APPROVED BY PERSONNEL COMMITTEE

Qctober 16, 2012

RESOLUTION NUMBER

Motion No. 2

OTHER GOVERNMENT SERVICE TIME BEING
PURCHASED

FROM: May 22, 1997
TO: August 9, 2004

CERTIFICATION OF EMPLOYMENT AND WAGES
OF OTHER GOVERNMENTAL UNIT ON FILE?

Yes

DOES APPLICANT HAVE MINIMUM OF 8 YEARS
SERVICE CREDIT IN BAY COUNTY EMPLOYEE
RETIREMENT SYSTEM?

Yes

AFFIDAVIT ON FILE DECLARING INELIGIBILITY TO
DRAW OR USE THIS SERVICE TIME IN ANOTHER
CAPACITY?

Yes

YEARS AND MONTHS OF OTHER GOVERNMENT
SERVICE TIME BEING PURCHASED:

7 years 2 months

AMOUNT DUE RETIREMENT SYSTEM

$20,674.59

PAYMENT MUST BE COMPLETED BY:

October 16, 2013 or prior o retirement date
whichever is earlier

Prepared By: Danean Wright, Retirement Adminisiratorfaccountant

GiRetirement\RetMisc\Governmental Service - Request to Purchase
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Barbara MacGregor, RN, BSN

B\NE .- S EFBAY COUNTY _ Public Heaith Director
Thomas L. Hickner Health DEPal'tment Kirk H. Herrick, DO
Bay County Executive Creating A Healthy Envirenment For The Community ) Medical Director

1200 Washington Avenue
Danene Wright Bay City, Michigan 48708
Retirement Administrator/ Accountant : (989) 895-2062
Bay County Employees’ Retirement System FAX (989) 895-4014
Bay County Building TDD (989)_895-4049
515 Center Avenue waw.baycounty-mi.gov/Health
Bay City, Michigan 48708 '
November 7, 2012 Re: Rebecca Miller

Dear Ms. Wright:

| have reviewed the Medical records and recommendations for Rebecca Miller and her job description.
The medical records included discharge summaries, history and physical examinations, hospital records,
family history and recommendations.

It is my professional opinion that Rebecca Miller is unable to participate in any gainful employment and
is physically incapacitated for continued employment and this is a permanent disability.

Sincergly,

/'- &0 W‘ﬂ‘-f 'P.—C) 1
Kirk H. Herrick D.O.

Medical Director
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Gabriel Roeder Smith & Company
GRS Consultants & Actuaries b Memorandum

Date: October 3, 2012

To: Bay County Employees’ Retirement System
¢/o Ms. Danean Wright
From:  Mark Buis, FSA, EA, MAAA and James D). Anderson, FSA, EA, MAAA

cc: Shana Neeson

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 commeon 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 yvear 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.
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