BAY COUNTY RETIREMENT BOARD OF TRUSTEES AGENDA
TUESDAY, JUNE 12,2012 @ 1:30 P.M.
COMMISSIONERS CHAMBERS
515 CENTER AVENUE - 4™ FLOOR
BAY CITY, MI 48708

PAGE L CALL TO ORDER

II. ROLL CALL

HI. MINUTES

T-4. i, A. MAY 8§, 2012 REGULAR MEETING
Iv. PUBLIC INPUT

V. PETITIONS & COMMUNICATIONS

5.8 A PORTFOLIO VALUE - 1/1/12 - 6/5/12
B. DENVER INVESTMENTS
1. TODGER ANDERSON AND BRIAN FITZSIMONS
C. MONEY MANAGERS ON WATCH - (EFFECTIVE DATE)
1. DENVER INVESTMENTS - (12/15//09)
NO REPORT
9-11 ... 2. MARVIN & PALMER - {6/1/10)
PORTFOLIO ENDING 4/30/12
3. WENTWORTH HAUSER & VIOLICH - (9/14/10)
PORTFOLIO ENDING 4/30/12
D. MONEY MANAGER REPORTS
1. CORNERSTONE - ENDING 4/30/12
12-15 ... .. ... .. 2. EAGLE ASSET MGMT - ENDING 4/30/12
3. HOTCHKIS & WILEY - ENDING 4/30/12
4 LOOMIS SAYLES - ENDING 4/30/12
E. NORTHERN TRUST
16-20 ...l 1. SUMMARY EARNINGS ENDING 4/30/12
2] F. REFUNDS/RETIREMENTS FOR MAY 2012
G. OTHER GOVERNMENTAL SERVICE TIME
22-23 . 1. MICHAEL GRAY
24-25 oo 2. DANIEL DICKS

VI ANNOUNCEMENTS
A NEXT REGULAR MEETING - TUESDAY, JULY 10, 2012 AT
1:30 P.M. - COMMISSIONERS CHAMBERS
515 CENTER AVENUE - 4™ FLOOR, BAY CITY, M1 48708
VIL UNFINISHED BUSINESS

ViI. NEW BUSINESS
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IX. MISCELLANEOUS BUSINESS

X 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 1:30 P.M. Roll call was taken. All trustees are
present except Mr. Coonan who asked to be excused, Ms. Peltier is not present.

1. Moved supported and carried to approve the minutes, as printed, from April
10, 2012 regular meeting.

2. Moved supported and carried to approve the minutes, as printed, from April
17, 2012 money manager presentations.

Mr. Gray called for public input. Seeing nc one from the public present, he
moved on to petitions and communications.

3. Moved, supported and carried to receive the Portfolio Value from January
1, 2012 to May 2, 2012. The value today is $240 million.

Trustee Peltier arrives at 1:38 p.m.

Rick Potter and Jeff Black from Becker, Burke Asscciates are here today to
present the first quarter report to the Board. The report was electronically
sent, and the Trustees view the report on their computer screens.

The Plan earned 10.4% for the gquarter. Domestic equities earned 14.3% for the
quarter, the S&P Index was 12.6%, so the equities, as a whole, outperformed the
S&p 500. We had very strong, absolute results for the quarter. International
Equities earned 12.7% compared to the Index of 10.9%. The strongest manager
was Schroder. In Fixed Income, overall return was 1.5% compared to the
Aggregate Bond Index of 0.3%. The Real Estate return was 10.6% compared to the
REIT Index of 10.8%. At the one year mark, there were some negative numbers,
especially in the International Equities, Fixed Income did very well for the
one year returns.

In twenty six years the Fund has grown from 524.7 million to $247 million. We
have funded lots of benefits and accumulated lots of assets. Mr. Potter
reviewed performance versus the Index at the one quarter, one year, three year,
five year, and ten year marks. He summarized individual manager performance
by style and strategy in relation to our Investment Policy.

Mr. Potter states that we are a little more aggressive than the average public
Fund, so we do very well in up markets. For the quarter our result was in the
top 4% of public funds. At the one year mark it was a little below average at
57%, and at five years we were in the 28 percentile so we were close to the
top guarter on a five year basis. These are good results and Fund has done
very, very well over the long term.

4. Moved supported and carried to receive the first quarter report from
Becker, Burke Asscclates.
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5. Moved, supported and carried to receive the portfolio repeorts from the
three money managers on watch status: Denver Investments, Marvin & Palmer
and Wentworth Hauser & Violich, all ending 3/31/12.

6. Moved, supported and carried to receive portfolic reports from Baird,
Columbia, Cornerstone, Eagle Asset, Hotchkis & Wiley, Integrity Asset,
Loomis Sayles, and Schroders, all ending 3/31/12.

7. Moved, supported and carried to receive Northern Trust’s Summary Earnings
ending 3/31/12.

8. Moved, supperted and carried to receive Refunds/Retirements for the month
ending 4/30/2012.

9. Moved, supported and carried to approve the hiring of MFS instead of J P
Morgan as the new Large Cap Growth Manager to replace Marvin and Palmer.

Discussion:
Trustee had a question about what transpired. Mr. Potter explained that there
are a couple of concerns. Every pension fund needs to have some elements of

risk control. Cne of the primary tools of risk controls is to limit the
magnitude of holdings in any one stock. If things go sour, cur losses are
limited. A standard for risk control is a maximum percentage in a stock of 5%.
In all of our active investment manager guidelines they have accepted a
limitation of 5% maximum in an individual stock. As the contract was being
finalized with JP Morgan, they informed us they did not want to accept that
guideline and countered with 10%. If we allowed JP Morgan to go up to 10%, we
would have to allow other managers to go up to 10%, and that would introduce an
element of risk that was unnecessary. In his experience as a Cecnsultant, Mr.
Potter has never had an investment manager refuse to accept a reasonable
guideline, and 5% by most people’s analysis is a reasonable guideline.

Mr. Potter discussed this with Retirement Administrator, Ms. Wright, and =
Chairman Gray and decided to contact MFS to see if they would accept the 5% f
guideline. MFS said they would accept that guideline. They were ranked the

number two choice after the interviews. Mr. Black added that thinking along

the fiduciary guidelines a prudent standard is what we are looking for. From a
fiduciary standpoint Becker Burke would insist that the investment manager live

within that guideline. Trustee had some guestions about the language in our
Investment Policy and how that was being interpreted.

ANNOUNCEMENTS :

A, Next regularly scheduled meeting will be Tuesday, June 12, 2012 at 1:30
P.M. in COMMISSIONER’S CHAMBERS, 515 CENTER AVENUE - 4™ FLOOR, BAY CITY,
MI 48708.

UNFINISHED BUSINESS:

10. Moved, supported and carried to accept the submitted Money Manager speaker
schedule for the remainder of 2012,

A
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11, Moved, supported and carried to excuse Trustee Coonan.
NEW BUSINESS: None

MISCELLANEQUS RUSINESS: None

ADJOURNMENT :

12. Moved, supported and carried to adjourn the meeting at 2:25 p.m.

Respectfully submitted,

Crystal Hebert
Finance Officer/Secretary

Transcribed by: Hacmi Wallace




MEETING OF THE BCERS BOARD OF TRUSTEES COMMITTEE
May 8, 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

TRUSTEE i 2 3 4 5 6 7 8 2
BRZEZINSKI S Y S Y Y Y Y Y Y
CARPENTER Y Y Y S Y Y Y Y S
COONAN E E E E E E E E E
DEATON Y M Y M Y 5 Y S Y
GRAY Y Y Y Y Y Y Y Y Y
PELTIER Y Y Y Y Y Y Y Y Y
PETT Y S Y Y S M M M
RYDER M Y M Y M Y S M Y
STARKWEATHER Y Y Y Y Y Y Y Y
TRUSTEE 11 12 13 14 15 i6 17 is 19
BRZEZINSKI M Y

CARPENTER Y Y

COONAN E E

DEATON S M

GRAY Y Y

PELTIER Y Y

PETT Y 8

RYDER Y Y

STARKWEATHER Y Y

CODE: M - MOVED; S - SUPPORTED; Y-YEA; N-NAY; A-ABSENT; E-EXCUSED
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MARVIN & PALMER®
ASSOCIATES, INC.

GLOBAL EQUITY MANAGEMENT

May 16, 2012

Danean Wright

Retirement Accountant

Bay County Employees’ Retirement System
Bay County Building

515 Center Avenue, Suite 706

Bay City, Michigan 48708-5128

Dear Danean:

Your portfolio and the Russell 1000 Growth Index each declined 0.2% during
April.

The market corrected early in the month only to rally back to end the month almost
flat. Sector leadership favored the consumer and financial areas, while information
technology and industrials experienced sharp setbacks.

Economically sensitive stocks have undergone a moderate correction since the
middle of March. In April the correction broadened and the technology sector
experienced the worst of it. While current earnings have been strong, conservative
corporate guidance has fueled fears of a generalized growth slowdown.
Additionally, continued turmoil in Europe and sharp corrections in many
commodity and equity markets around the world have fostered an air of uncertainty
in the U.S. equity market as well.

We are constructive on the outlook because equities are reasonably priced and
significant positive change has occurred around the world. Corporates, individuals,
and state and local governments have been rebuilding their financial positions since
the 2008 crisis. Only the national governments of Europe and the United States
have not changed, but they are under pressure to do so. The odds are that prudent
change will occur and markets will then perform much better.

Your portfolio and performance since inception are attached for your interest.

Sincerely,

Jgy FA\Middleton
olio Manager — Principal

JFM/jam

Attachment ﬁ

PRINCIPALS
David F. Marvin
Stanley Palmer
Karen T. Buckley
Jon A. Stiklorins
Terry B, Mason

Jay E Middleton
Todd D. Marvin
David L. Schaen
Christopher A. Luft
James W. Ryerson
Jonathan T. Friedman
Stephen D. Marvin
Douglas D. Sanna
Jennifer A, Mattes
Gilbert Hahn
Thomas B. McAvoy
Lisa H. Capretto
Peter Crivelli
Lorraine H. Berends
Seott 1. Palmer

C. Porter Schust

S. Richard Siple
Mary L. Moglioni
Brian D. Marvin
Ezekiel R. Maki
Bobbie V. Davies
Jane M. Motley
Adam T. Taylor
Shuogi (Joyee) Li

ADVISORY BOARD
Irving S. Shapiro

In Merorizan 1986-2001

The Re. Hon. Lord Moore, BC.
Prof. Dr. -Ing. Klaus G. Lederer
Dr. Pedro Aspe

Alan D. Schwarez

Madelyn Smith

The Hon. Sam Nunn

The Hon. James A. Kelly
James }. McNuley

1201 N. Market Street, Suite 2300, Wilmington, DE 198011165 US.A. @ Tel. 302-573-3570 * Facsimile 302-373-2545 * www marvinandpalmer.com
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May 3, 2012

Ms. Danean Wright

Retirement Accountant

Bay County Employee's Retirement System
515 Center Avenue

Suite 706

Bay City, MI 48708-5128

RE: Bay County Employees' Retirement System
Dear Board of Trustees:

Please find the preliminary investment retuns for the petiods ending April 30, 2012 in the table below:

Time Weighted Total Return
Gross of Pees

Since
Year-to- Three Year Five Year Inception*
April 2012 Date One Year Anmualized Annualized Annualized

Bay County Employees’
Retiremnent Systern -2.43% 13.24% 3.19% 17.48% 2.06% 5.19%
S&P 500 -0.63% 11.88% 4.76% 19.46% 1.01% 4.85%

*Since Ineeption Date 03/18/04

As always, we stand ready to answer any questions or comments you may have regarding the portfolios performance.
Thank you for your continued confidence in WHYV Investment Management and the Large Cap Core Investment
Team.

Best regards,

A

Jeffrey C. Coburn, CFA

Cc: Richard Potter

i
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CORNERSTONE

PERFORMANCE HISTORY
Bay County Employees' Retirement System

Percent Return
Per Period

Time Period 4/30/2012

. 13.64% - 13

CoosLee% o 3Lx:%
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513172012

REFUNDS: FOR THE MONTH ENDED MAY 31, 2012

EMPLOYEE/BENEFICIAR' CONTRIBUTIONS PROCESSED DEPARTMENT TERMINATION
REFUNDED ON TERMINATED DATE
Crang, Michelle 65.60 05/07/12 BABH 11/29/11
Schram, Roy 171.01 05/17M12  Central Dispatcher 04/20/M12
Kaplaniak, Ruthann 419.76  05/25/12 BABH 12/20/10
TOTAL REFUNDS: 656.37
RETIREE CONTRIBUTIONS DEPARTMENT EFFECTIVE
TRANSFERRED DATE

Rex, Richard 59,851.35 Bldg & Grds 04/21/12
Johnson, Russell 27,930.05 Deferred 06/0112
Schatzer, Byron 41,260.16 BABH 04/28/12

NO REFUNDS ACCUMULATED UNiION DATE

EMPLOYEE NAME CONTRIBUTIONS GROUP TERMINATED

lL.upton, Jenay 354.94 BMCF 3/28/12
Maxson, Courtney 8,040.80 BMCF 3/28/12

8,395.74

A1




PURCHASE OF OTHER GOVERNMENTAL SERVICE TIME

EMPLOYEE NAME: Michael Gray

DATE OF APPROVAL
BY PERSONNEL COMMITTEE:
(BOARD OF COMMISSIONERS) 05/15/12

RESOLUTION NUMBER: 3

OTHER GOVT SERVICE TIME
BEING PURCHASED:

FROM: 1-dan-85
TO: 31-Dec-92

CERTIFICATION OF EMPLOYMENT AND
WAGES OF OTHER GOVERNMENTAL
UNIT ON FILE: YES

DOES APPLICANT HAVE MINIMUM OF
8 YEARS SERVICE CREDIT IN BAY
COUNTY EMP. RET. SYSTEM: YES

AFFIDAVIT ON FILE DECLARING
INELIGIBILITY TO DRAW

USE THIS SERVICE TIME IN
ANOTHER CAPACITY YES

YEARS & MONTHS OF OTHER

GOVT SERVICE TIME

BEING PURCHASED: Eight years

AMOUNT DUE RETIREMENT SYSTEM: 41,438.85

PAYMENT MUST BE COMPLETED BY: MaY 15, 2013 OR PRIOR TO RETIREMENT
DATE WHICHEVER IS EARLIER




*%

6/8/2012

YEAR W-2 EARNINGS

1985
1986
1987
1988
1989
1990
1991
1992

Michael Gray

EMPLOYEE
CONTRIBU

4%

$11,925.00
$12,925.00
$12,925.00
$14,325.00
$14,325.00
$15,325.00
$18,325.00
$20,000.00

$477.00
$517.00
$517.00
$573.00
$573.00
$613.00
$733.00
$800.00

EMPLOYER EMPLOYER
CONTRIBU CONTRIBU

RATE
7.89%
8.17%
7.60%
7.51%
4.98%
3.67%
5.52%
1.85%

Actuary interest factor changes 7/1/2012

AMOUNT

$940.88
$1,055.97
$982.30
$1,075.81
$713.39
$6562.43
$1,011.54
$370.00

fek

INTEREST EMPLOYEE TOTAL

FACTOR

EMPLOYEE PLUS

CONTRIB INTEREST DUE

10.1715  $4,851.81 $5,792.69
9.2561 $4,785.40 $5,841.38
8.3358 $4,309.61  $5,281.91
7.7276  $4,427.91  $5,503.72
7.1308 $4,085.95 $4,799.33
6.3177 $3,872.75 $4,435.18
58094 $4,258.29 $5,269.83
51685 $4,134.80 $4,504.80
$41,438.85

CONTRIB. CONTRIB. YEARS
PLUS INT SERVICE

CREDIT
12 mths
12 mths
12 mths
12 mths
12 mths
12 mths
12 mths
12 mths



PURCHASE OF OTHER GOVERNMENTAL SERVICE TIME

EMPLOYEE NAME: Daniel Dicks

DATE OF APPROVAL
BY PERSONNEL COMMITTEE:
(BOARD OF COMMISSIONERS) 03/15/12

RESOLUTION NUMBER: 4

OTHER GOVT SERVICE TIME
BEING PURCHASED:

FROM: 18-Dec-00
TO: 26-Apr-02

CERTIFICATION OF EMPLOYMENT AND
WAGES OF OTHER GOVERNMENTAL
UNIT ON FILE: YES

DOES APPLICANT HAVE MINIMUM OF
8 YEARS SERVICE CREDIT IN BAY
COUNTY EMP. RET. SYSTEM: YES

AFFIDAVIT ON FILE DECLARING
INELIGIBILITY TO DRAW
USE THIS SERVICE TIME IN

ANOTHER CAPACITY YES

YEARS & MONTHS OF OTHER

GOVT SERVICE TIME

BEING PURCHASED: One year and five months

AMOUNT DUE RETIREMENT SYSTEM: 2,410.94

PAYMENT MUST BE COMPLETED BY: MaY 15, 2013 OR PRIOR TO RETIREMENT

DATE WHICHEVER IS EARLIER




6/8/2012 Daniel Dicks

INTEREST EMPLOYEE TOTAL
EMPLOYEE EMPLOYER EMPLOYER FACTOR CONTRIB. CONTRIB. YEARS

CONTRIBU  CONTRIBU CONTRIBU EMPLOYEE PLUS PLUS INT SERVICE
YEAR W-2 EARNINGS 4% RATE AMOUNT CONTRIB INTEREST DUE CREDIT
2000 $525.20 $21.01 0.00% $0.00 1.6809 $35.31 $35.31 1 mth
2001 $27,658.20 $1,106.33 0.00% $0.00 1.5303 $1,693.01 $1,693.01 12 mths
2002 $12,033.89 $481.36 0.00% $0.00 1.4181 $682.61 $682.61 4 mths

$2,410.94 1 year 5 mths

2.5)



