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AGENDA

TUESDAY, AUGUST 14, 2012
(Immediately Following the Retirement Board of Trustees’ Meeting @ Approximately 2:30 P.M.)

COMMISSIONERS CHAMBERS
515 CENTER AVENUE - 4™ FLOOR

I

1.

V.

VL

VIL

VIIL

IX.

BAY CITY, MI 48708

CALL TO ORDER
ROLL CALL
MINUTES

1. JULY 10, 2012 REGULAR MEETING

PUBLIC INPUT

A. ATALANTA SOSNOFF (LARGE CAP EQUITY)
i. BOB RULAND, SENIOR VICE PRESIDENT AND

PORTFOL10 MANAGER

B. BECKER, BURKE ASSOCIATES - 2" QUARTER REPORT
L. RICK POTTER

C. PORTFOLIO VALUE 1/1/12 - 8/07/12

D. ATALANTA SOSNOFF - PORTFOLIO ENDING 6/30/12

E. C.S8. MCKEE ( FIXED INCOME BONDS} - ENDING 6/30/12

ANNOUNCEMENTS

A. NEXT REGULAR MEETING - TUESDAY, SEPTEMBER 11,
2012 IMMEDIATELY FOLLOWING THE RETIREMENT BOARD
OF TRUSTEES MEETING @ APPROXIMATELY 2:30 P.M.
COMMISSIONERS CHAMBERS, 515 CENTER AVENUE - 4™
FLOOR, BAY CITY, MI 48708

UNFINISHED BUSINESS

NEW BUSINESS

MISCELLANEOUS BUSINESS

ADJOURNMENT




MINUTES BAY COUNTY VOLUNTARY EMPLOYEES’ BENEFICIARY ASSOCIATION
July 10, 2012
PAGE 1

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 2:04 P.M. Roll call was taken. All trustees are
present except Mr. Brzezinski and Mr. Ryder.

1. Mcoved, supported and carried to excuse Trustees Brzezinski and Ryder.

2. Moved and supported and carried to approve the minutes, as printed, from
June 12, 2012, regular meeting.

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

3. Moved, supporied and carried to receive Portfolio Value from Januarvy 1,
2012 to July 2, 2012. The valus today is $2%.4 million.

ANNOUNCEMENTS :

A, Next regularly scheduled meeting will be Tuesday, September 11, 2012
immediately following the Retirement Board of Trustees Meeting at
approximately 2:30 p.m. in COMMISSIONER’S CHAMBERS, 515 CENTER AVENUE, 4™
FLOOR, BAY CITY, MI 48708.

UNFINISHED BUSINESS:

Chairman Gray asked Trustee Starkweather for an update regarding the VEBA for
Bay Medical Care Facility. Mr. Starkweather advised that the probability is
that they will fund the VEBA. They still have the respoensibkility, and have the
money on deposit with the Bay County Treasurer. The Treasurer, Mr. Brzezinski,
has 1t in short term because he dcoes not know when BMCF will take it out. BMCF
would make more money having it in the VEBA than with the Treasurer. That is
the plan at this time, but they are waiting to hear from their Accounting staff
for support of this plan.

NEW BUSINESS: None

MISCELLANEQUS BUSINESS: None

ADJOURNMENT :

3. Moved, supported and carried to adjourn the mesting at 2:02 p.m.

Respectfully submitted,

el

Crystal Hebert
Finance QOfficer/Secretary

Transcribed by: Naomi Wallace




MEETING OF THE V.E.B.A. BOARD OF TRUSTEES COMMITTEE
June 12, 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 _2:04 P.M.

OTHER PRESENT: RICK POTTER, DANEAN WRIGHT,

TRUSTEE 1 2 3 4 5 6 7 8 9 10
BRZEZINSKI E E E E

CARPENTER Y S Y Y

COONAN Y Y Y Y

DEATON S Y S M

GRAY Y Y Y Y

PELTIER Y Y M Y

PETT M M Y 5

RYDER E E E E

STARKWEATHER Y Y Y Y

TRUSTEE 11 12 13 14 15 16 17 ig i9 20
BRZEZINSKI

CARPENTER

COONAN

DEATON

GRAY

PELTIER

PETT

RYDER

STARKWEATHER

CODE: M - MOVED; S - SUPPORTED; Y-YEA; N-NAY; A-ABSENT; E-EXCUSED
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VEBA PORTFOLIO VALUE

DODGE & COX
2011
JAN 15,922,942 49
FEB 16,667,670.02
MARCH 17.123,304.53
APRIL 17,675,733. 11
MAY 17.,726,476.07
JUNE 17,647,728.26
JULY 17,060,888.70
AUG 16,187,340.87
SEPT 15,063,812.72
ocT 16,399,582.83
NOV 16,237,039.28
DEC 16,409,981.39
DODGE & COX
2012

JAN 4,744,381.74
FEB 4,957,686.81
MARCH 5,085,201.22
APRIL 5,991,155.39
MAY 4,670,417.74
JUNE 4,944,848.31
JULY 5,023,826.66
AUG

SEPT

OCT

NOV

DEC

CASH
300,739.41
581,913.36
121,095.35

98,063.83
212,246.98
1,485.83
70,134.43
43,385.81
61,454.03
89,000.37
40,026.86

65,446.74

CASH

23,341.91
141,703.43
156,067.52
186,068.57
207,434.25
218,278.51

237,546.65

ATALANTA

SOSNOFF
11,793,776.01
11,986,233.04
12,011,362.73
12,154,202.79
12,036,752.17
11,875,396.11
11,801,134.06
11,169,054.28
10,496,973.57
11,196,449.88
11,097,347.05
11,130,235.36

ATALANTA
SOSNOFF

4,774,929.28
5,003,798.19
5,169,110.21
5,127,801.08
4,752,087.80
4,926,255.08

4,973,210.73

LORD
ABBETT

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

LORD
ABBETT

5,782,203.4%
5,858,731.82
6,012.771.11
5,023,538.22
5,468,775.64
5,620,085.64
5,558,841.11
0.00
0.00
0.00
0.60

0.00

CS MCKEE

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

CS MCKEE

13,556,991.23
13,575,896.75
13,500,994.85
13,645,204.77
13,750,484.96
13,816,486.70

13,868,821.07

TOTAL
28,017,457.91
29,235,816.42
29,255,762 81
29,928,005.73
20,975,475.22
29,424,610.20
28,932,157.19
27,399,780.96
25,622,240.32
27,685,043.08
27,374,413.19

27,805,663.49

TOTAL

28,881,847.65
29,637,817.00
29,933,144.91
29,973,768.03
28,849,200.39
29,525,954.22

29,752,246.22
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Capital, LLC « 101 Park Avenue, New York, NY 10178-0008 (212) 867-5000 Fax (212) 922-1820 www.alalantasasnoff.com

July 5, 2012

Mrs. Danean Wright

Retirement Accountant

Bay County Voluntary Employees' Beneficiary Association
Bay County Building

515 Center Ave., Suite 706

Bay City, Ml 48708-5128

Dear Mrs. Wright:

The June quarter was a difficult period for equities and for us. At midyear and into early July, over-all
rates of return hold in high single digits despite Euroland’s malaise and decelerating growth rates in
emerging markets like China, India and Brazil.

Currently, the stock market seems less tied to euroland’s malaise, which is a running story. The policy of
draconian cutbacks in fiscal spending has pushed euroland into recession and unemployment levels
unprecedented in recent economic history anywhere in the western world.

Meanwhile, economic activity in the U.S. is less robust, but positive and likely to continue near 2 percent
GDP momentum. Housing prices and activity for new homes show definite signs of bottoming out and
should no longer be a drag on economic growth. The same goes for over-all construction and capital
spending by corporations — little or no momentum but no indication of further weakness.

Consumer spending looked healthy in the first quarter’s GDP report at 70 percent for personal
consumption expenditures with a point decline in the savings rate to 3.6 percent. The economy shows no
signs of lapsing into recession. Retail sales hold up and the employment statistics, while less robust than
previous months, remain positive. Major industries, like autos, directly tied to GDP, are helped by low
- financing rates and the secular forces of the aging fleet of cars on the road in the country.




The stock market acts range bound, between 1300 and 1400, as it continues to weigh macro variables like
our coming elections, the fiscal cliff and the fortitude of euro politicians like Germany’s Angela Merkel.
Our reading is that Germany’s accommodative stance on directly financing of euroland’s weak sister
banks through a central banking facility is a major step that buys time, possibly leading to less harsh fiscal
austerity.

We have no opinion on our coming elections which today seem too close to call. As for the fiscal cliff, it
is likely to be compromised after the elections. At the worst, we expect a spending cutback of not more
than 1.5 percent rather than 4 percent. As for personal tax rates, probably no immediate change, rather at
least a year or more deferral of prospective higher rates on capital gains and investment income. We’ll
see.

The corporate sector continues to show credible eamnings momentum, Operating profit margins hang in.
Our estimate of earnings for the S&P 500 Tndex remains over $100 a share. In an environment of
historically low interest rates, all other things being equal, the market would be selling at a mid-teen price-
earnings ratio or at 1500,

Obviously, “all other things” are not equal. China’s GDP deceleration is troublesome for worldwide
growth which now looks closer to 2.5 percent than a normalized pace of 4.5 percent. Euroland needs a
transfuston of at least another trillion euros to stay solvent. Back home, our politicians remain miles apart
on fiscal and tax policy. Facebook’s underwriting fiasco doesn’t exactly instill confidence in individual
mvestors. The cash flow available to the market is sizable but unlikely to come forth near term.

Our portfolio construct continues to evolve. There are more defensive names in the consumer staples
sector, a reduction in bank stocks and other financials with a buildup in healthcare, particularly
biotechnology. We have pared a few high multiple technology positions and added to energy where we
were extremely underweighted. Industrials also have been reduced moderately.

The portfolio is more closely aligned with our macro calls of moderating GDP momentum in an
environment politically charged, both here and in Europe. The cost of living should ease with gasoline,
diesel fuel and some agricultural commodities ticking lower. Corporations have never been more balance
sheet liquid with serious free cash flow accumulating net of capital spending.

In short, our cconomy shows no excesses in terms of consumer and business activity or investment. We
sense that the world’s central banks, already accommodative, will turn even more so with interest rates
remaining at historic lows domestically.

Looking at the stock market and relating it to where we are in the business cycle, our sense is we could be
starting a new cycle based on worldwide reflation, spearheaded by the world’s major central banking
authorities monetary easing continuing for the foresceable future. This appraisal of financial markets
dynamics keeps us nearly fully invested.

&




In this setting, large capitalization stocks should outperform other investment categories, including
cmerging markets and smaller capitalization propertics. When we look at year-to-date performance of the
top 25 names in the S&P 500 Index several themes emerge.

Super-growth stocks like Apple and Amazon remain most buoyant. The recovery in the financial sector
embraced banks and credit card purveyors. Technology outperformed while the energy sector was
relatively weak as commodity futures broke sharply.  Defensive names in healthcare and
telecommunications performed well.
Our belief is we have embraced the right themes for the portfolio going forward.
With all good wishes,

Vhatis 7 Lt
Martin T, Sosnoff

Craig B. Steinberg




BAY COUNTY VOLUNTARY EMPLOYEES' BENEFICIARY ASSOCIATION
PERFORMANCE STATISTICS

Inception
June 9, 2009
to June 30, 2012
Three Months Six Months
Ended Ended Total .Annualized

June 30, 2012 June 30, 2012 Return Rate of Return
TOTAL -4.89% +6.63 % +24.95% +7.55%
Composite Index (1) -4.03% +8.23% +49.03% +13.92%
EQUITY -3.20% +7.01% +27.60% +8.29%
Russell 1000 Growth
Index -4.03% +10.07% +59.53% +16.48%
Russell 1000 Growth
Index + 1.00% -3.74% +10.52% +03.70% +17.48%

(1) 65% RUSSELL 1000 GROWTH / 35% BC AGGREGATE BOND thru 01/20/12 ~ 100% RUSSELL 1000 GROWTH forward

2
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