BAY COUNTY RETIREMENT BOARD OF TRUSTEES AGENDA
TUESDAY, OCTOBER 11, 2011 @ 1:30 P.M.
COMMISSIONERS CHAMBERS
515 CENTER AVENUE - 4™ FLOOR
BAY CITY, MI 48708
PAGE I CALL TO ORDER
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1. ALAN PUKLIN AND RICH ROSEN
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BAY COUNTY RETIREMENT BOARD OF TRUSTEES AGENDA
TUESDAY, OCTOBER 11, 2011 @ 1:30 P.M.

COMMISSIONERS CHAMBERS

515 CENTER AVENUE - 4™ FLOOR

V1.

VIL

VIIL.

IX.

BAY CITY, MI 48708

H. REFUNDS/RETIREMENTS
I SEPTEMBER 2011
L ELECTION CALENDAR

1. NOVEMBER AND DECEMBER 2011

1. REQUEST TO PURCHASE OTHER GOVERNMENT SERVICE
1. VICTORIA ROUPE
ANNOUNCEMENTS

A, NEXT REGULAR MEETING - TUESDAY, NOVEMBER §, 2011
@ 1:30 P.M. - COMMISSIONERS CHAMBERS, 515 CENTER
AVENUE - 4™ FLOOR, BAY CITY, MI 48708
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MISCELLANEQUS BUSINESS

ADJOURNMENT




MEETING OF THE BCERS BOARD OF TRUSTEES COMMITTEE
September 13, 2011

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 _1:31 P.M.

OTHER PRESENT: RICK POTTER, JEFF BLACK, DANEAN WRIGHT, CRYSTAL HEBERT
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The meeting, held in the Bay County Commission Chambers, 4th Floor, Bay
County Building, 515 Center Avenue, Bay City, Michigan, was called to
order by Chairman, Steve Gray at 1:31 P.M. Roll ¢all was taken. All
trustees are present, except Coonan, Deaton, and Peltier.

1. Moved, supported and carried to approve the minutes as presented
from the regular meeting on August 9, 2011.

Mr. Gray called for public input. Seeing as there is none, he moved on to
petitions and communications:

2. Moved, supported and carried to receive the Portfelio Value report
1/1/10 through 9/07/11.

Ms. Wright states the Portfolio Value as of today is 5218 million.

Present today from Marvin & Palmer are Tim McAvoy and Porter Schutt. They
manage a large cap growth portfolio and it has been five years and a few
months since they started representing Bay County. He acknowledged their
“watch” status and discussed their performance as compared to the
benchmark. Annualized Returns as of June 30, 2011 indicates an absoliute
performance cf 38.76% relative to the benchmark of 35.01%, they added
about 3.75% to the benchmark over that twelve month period. Their
portfolio management team has not changed at all since they were hired in
2006. The investment process they use which includes relative price
strength analysis, fundamental research, portfolic construction, and the
process of identifying companies and sectors that are outperforming the
Russell 1000 Growth Index, has not changsd since 2006.

Mr, Schutt states the last year has been a tumultucus time. They are not
traders they are investors and they still see the same themes he has
talked about in prior meetings in prior years, as still the best places
for growth on this planet as represented in our 44 stock large cap growth
portfolio. They think the 44 large cap growth names they have invested
for us with our money are invested in the best growth ideas they can find
in the United States. The four themes he wants to highlight today are the
developing world and emerging markets, i.e. Chinese middie class,
Brazilian middle class, Russian and Indian middle class is that growth of
their incomes starts to become a larger portion of that particular country
or group of countries. Corporate leaders in this country have identified
that growth as a place of earnings growth. They have identified specific
growing equipment companies in the healthcare space and bio-tech companies
in the healthcare space that are very good growth companies in a period of
economic growth. The third area of growth is the technology area. The
final theme 1s financials, which we do not have in our portfolio.

Industrials, Medical, and Technology are large growth areas in the Asian
market. Marvin & Palmer is a global company and Mr. Schutt travels the
world to visit different companies. He will be going to China on Saturday
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to visit some of the companies we own in this portfolio and see how they
are doing.

Some discussion about investing in foreign stocks. Their contract with us
does allow for a small percentage in foreign investment, however, at this
time they have not invested in any foreign stocks on behalf of this fund.
Mr., Schutt says he believes that all 44 companies in our portfolic has a
very good leading management team in their respective space and their
balance sheets are solid. They have the ability to execute on the
oppertunity in front of them.

Regarding the current economy they state that in a low growth environment,
growth is going to be favored and that is why they think that even to
date, trough the choppy period ever since 2008 growth has been doing
pretty well in our portfolio. Growth is going to be a scarce asset and
they focus on where the growth is, investors even in volatile times will
come back to where they believe growth will continue to be. From a literal
perspective they are challenged to stay fully invested, not to protect
capital, sc they do not go to cash, per Bay County investment policy.
Question was asked if their investment process has changed at all since
three years ago on how they select portfolios. Mr. Schutt states they
have added a couple of steps to the process, but their fundamental process
has not changed. They have lost some clients over the last few years for
different reasons, and have gained one or two small ones. He explains
their under performance in 2008 and 2009, but refers to their track record
over the last 22 years, to give us confidence going forward.

They conclude their presentation and leave.

3. Moved, supported and carried to receive the report from Marvin &
Palmer.
4. Moved, supported and carried to receive the reports from the money

managers on watch: Denver Investments, and Wentworth Hauser &
Violich, ending 7/31/11.

5. Moved, supported and carried to receive the remaining money manager
reports ending 7/31/11 from Cornerstone, Eagle Asset, Hotchkis &
Wiley, Loomis & Sayles, and MacKay Shieids.

6. Moved, supported and carried to receive the Plan Summary ending
6/30/11 and 7/31/11 from BNY ConvergeEx Group.

7. Moved, supported and carried to receive the Northern Trust Summary
Earnings report ending 7/31/11.

8. Moved, supported and carried to receive the Refunds and Retirements
report for 8/31/11.
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Announcements:

The next regular meeting is scheduled for Tuesday, Cctober 11, 2011
at 1:30 P.M., Board of Commissioners Chambers, 4" Floor.

Unfinished Business: None
New Business: None
Miscellaneous Business: None

A brief recess is taken at 2:13 pm to allow Ms. Wright to confer with

Corporation Counsel, Martha Fitzhugh. Back on the record at 2:15 pm to
discuss Item H on the Agenda, an appeal of denial of disability retirement
filed by Ms. Kerry Walczak. Ms. Fitzhugh is now present and states that

a2 closed session is not needed today to discuss this. Next month’s
meeting will probably reguire a closed session. She proceeds to explain
the situation.

Ms. Walczak works in the Sheriff’s Department as a Corrections Facility
Officer and is a member of POAM Group under the Retirement Ordinance. She
applied for a non-duty disability retirement which is defined in our
Ordinance in Section 4.041. Part of the procedure in that Ordinance is
that the application be reviewed by the Bay County Medical Director, Dr.
Herrick. Dr. Herrick performed his review and took note of the fact that
Ms. Walczak has ten or more years of service with the County which makes
her eligible, if everything else falls inte place, for a non-duty
disability retirement. After Dr. Herrick’s medical review he did not
certify Ms. Walczak, after having reviewed medical records. Ms. Walczak
has appealed this to the Board and this is permitted under our Ordinance
as well.

Ms. Walczak agreed to submit to an independent medical exam, funded by the
Retirement Board, to further assess her health conditicn. She is having
that independent exam today. We expect during the next month that we will
receive the results of that examination. We will then nsed to confer with
our Medical Director and see if he finds any further information that
causes him to change his recommendation. Ms. Walczak made this letter of
appeal on August 25, 2011. Ms. Fitzhugh has a copy and asked that it not
be in the record today because it is a listing of what Ms. Walczak
considers her health conditions. Ms. Fitzhugh felt it would be better to
take the documentation received, and go into closed session because we are
able to discuss confidential health information in a closed session.

After that session, if possible, have the Board vote in open session
whether to allow her non-duty disability retirement or to deny it based
upon the original information she submitted and the independent medical
exam.

Ms. Fitzhugh recommends that by having this description in the minutes,
it would be appropriate to receive her appeal, and refer it to the
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October 11 meeting of this entire Board.

9. Moved, supported and carried to refer to next month’s meeting,
correspondence from Kerry Walczak regarding her appeal of denial of
disability retirement.

Ad-journment:

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

Meeting adjourned at 2:45 p.m.

Respectfully submitted,

Aot

Crystal Hebert
Finance Officer/Secretary

Transcribed hby: Naomi Wallaca
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MARVIN & PALMER®
ASSOCIATES, INC.

GLOBAL EQUITY MANAGEMENT

September 15, 2011

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 declined 6.4% during August while the Russell 1000 Growth Index lost
5.3%.

The market declined sharply in August as stocks around the world sold off. Sector
leadership favored defensive areas, such as consumer staples, utilities and telecoms, while
more aggressive sectors, such as energy, materials and industrials, bore the brunt of the
decline.

Growth concerns mounted during the month as investors worried about the ramifications of
potential sovereign debt defaults in Europe. As credit defanlt swaps and yield spreads
blew out in Europe, the market discounted the potential for a breakup of the European
Monetary Union which could lead to financial dislocations and a worldwide recession.
The early-August turmoil regarding the debt extension in the United States expanded into a
generalized crisis of confidence as the month progressed. The only positive result of this
turmoil was that continued monetary tightening in the leading emerging markets was put on
hold.

We believe that the July-August correction is most likely the ending of an intermediate
consolidation which began around the world last November and has progressively become
more generalized. There are strong probabilities that the European crisis will be deferred
by a combination of debt extension and debt extinguishment. We think leadership in the
market will return to the cyclical arcas which will be driven by continued growth in the
leading emerging markets, particularly in Asia.

This crisis has many similarities to the 1998 crisis involving Asian currencies and Long-
Term Capital Management. The chaotic conditions in that market ended rapidly and were
followed by a substantial upside move.

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

J Middleton
Portfdlio Manager — Principal

JEM/fam
Attachment ; é

PRINCIPALS
David E Marvin
Stanley Palmer
Karen T. Buckley
Raymond . Deschenes
Jon A. Stiklorius
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
Tennifer A. Mattes
Stephen . Gannon
Gilbers Hahn
Thomas B. McAvoy
Lisa H. Caprette
Peter Crivelli
Lorraine H. Berends
Scott D, Palmer

C. Porter Schutt

S. Richard Siple
Mary L. Moglioni
Brian D. Marvin
Joyce A. Nolan
Ezekiel R. Maki
George R. B. Trimble, Jr
Lars R. Harlson
Bohbbie V. Davies
Jane M. Motley
Adam T Taylor
Shuoqgi (Joyee) Li

ADVISORY BOARD
Irving S. Shapiro
In Mememan 1986-2001

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

Alan D. Schwartz

Madelyn Smith

The Hon. Sam Nunn

The Hon. James A, Kelly
James J. McNulry

1201 N. Marker Street, Suite 2300, Wiknington, DE 198011165 US.A. @ Tel. 302.573.3370 = Facsimile 302-373-1543 « www.marvinandpalmer.com
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% CORNERSTONE

PERFORMANCE HISTORY
Bay County Employees’ Retirement System

Percent Retum

Per Period
Time Period Portfolio FTSE/NAREIT
Gross Net Equity Index
713112011 18] 8/31/2011 -6.31% -6.37% -5.67%
12/31/2010 to 8/31/2011 6.77% 6.34% 5.55%

1 of 1
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Danean Wright - Cornerstone Real Estate Advisers Press Release

From: "Reilly, Dave" <DReilly@Cornerstoneadvisers.com>
Teo: <wrightd@baycounty.net>

Date: 9/16/2011 3:46 PM

Subject: Cornerstone Real Estate Advisers Press Release

Dear Danean,
I'm writing to inform you of very positive news concerning Cornerstone Real Estate Advisers.

As you know, Cornerstone has grown significantly in recent years, becoming a full service,
global real estate investment organization with capabilities in public and private debt and
equity, with more than $32 billion in assets managed and serviced. The increased scope of our
business has prompted me to name Mark S. Higgins president of Cornerstone, a title, in
addition to CEQ, that | have held for the past five years. In his new role, Mark will oversee
Comnerstone’s debt and equity real estate investments in North America, and provide
leadership that will promote our organization's continued growth.

Shortly, we will announce Mark's appointment to the media. Below, | have included our brief
announcement, which includes additional information about Mark's new duties and background
and about Cornerstone's capabilities. | encourage you to read it, and | ask you to let me know
if you have any questions or comments.

As always, we appreciate your business and look forward to continuing to work closely with
you in the months and years ahead.

Sincerely,

David J. Reilly
CEO
Cornerstone Real Estate Advisers

Cornerstone Real Estate Advisers Appoints Mark 8. Higgins President

Hartford, Conn., September --, 2011 -- Cornerstone Real Estate Advisers, one of the world’s largest
real estate investment advisory firms, today named Mark S. Higgins president, a move that will enable
the company to continue its strong growth and expansion.

As president, Higgins will oversee Cornerstone’s debt and equity real estate investments in North
America, supervising all activities related to a diversified portfolio of commercial properties, including
equity acquisitions, asset management and dispositions, as well as debt vehicles such as mortgages,
CMBS and mezzanine loans. Higgins will chair Cornerstone's Direct Real Estate Investiment Committee
and continue to play a key role in creating and implementing investment strategies on behalf of clients.

“Mark is an extremely talented leader with an extensive background in real estate and a fong history of
accomplishment within our organization,” said David J. Reilly, Cornerstone’s CEOQ. “It's with great
confidence that | name him president, knowing that he will provide the kind of strong leadership that will

o
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Page2 of 2

sustain Cornerstone’s current and future growth.”

For the past five years, during which time Reilly has been both president and CEC, Comerstone has
grown organically and through acquisition into a full service, global real estate investment organization
with capabilities in public and private debt and equity. The organization has affiliate and subsidiary
offices in the US, Europe and Asia with a combined staff of nearly 300 people and more than $32 billion
of assets managed and serviced.

“Cornerstone’s ability to play across the entire real estate capital spectrum, providing a full complement
of debt, equity and real estate securities expertise, brings a wealth of opportunity to our clients,” said
Higgins. “I'm looking forward to working with our talented real estate investment professionals to
continue Cormerstone’s growth and strong performance.”

Higgins joined Cornerstone in 1996, and most recently was Cornerstone's Chief Investment Officer -
Equity, with responsibility for all direct equity investments in North America.

Previously he was a principal with HPIl Realty Pariners, a San Francisco based firm, which he co-
founded in 1991, Prior to forming HPI, Higgins was senior vice president of Piedmont Realty Advisors,
a private real estate investment firm that merged with The RREEF Funds in 1990. Higgins has also
served as vice president for Aetna Realty investors.

Higgins obtained his BS in Finance from the University of Denver and his MBA from the J.L. Kellogg
School of Management at Northwestern University. He is a board member of the National Multi Housing
Council, as well as a member of the Urban Land Institute, the National Association of Real Estate
Investment Managers and the Pension Real Estate Association,

For more information about Cornerstone, visit www.cornerstoneadvisers.com.

About Cornerstone Real] Estate Advisers LLC

Cornerstone Real Estate Advisers LLC, with affiliate and subsidiary offices in the US, UK, Europe and
Asia, is one of the world’s largest real estate investment advisers. it provides core and value-added
investment and advisory services, including a comprehensive suite of real estate debt, equity and
securities expertise and services, to institutional and other qualified investors around the globe.
Comerstone is a member of the MassMutual Financial Group. Cornerstone and its subsidiaries have
assets under management totaling more than $32 billion. More information is at
www.cornerstoneadvisers.com

This e-mail transmission may contain information that is proprietary,
privileged and/or confidential and is intended exclusively for the
person{s) to whom it is addressed. Any use, copying, retention or
disclosure by any person other than the intended recipient or the
intended recipient's designees is strictly prohibited. If you are not
the intended recipient or their designee, please ncotify the sender
immediately by return e-mail and delete all copies.
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Danean Wright - Update from MacKay Shields

From: Virginia Rose <Virginia.Rose@mackayshields.com>
To: "wrightd@baycounty.net” <wrightd@baycounty.net>
Date: 9/19/2011 4:26 PM

Subject: Update from MacKay Shields

After a comprehensive search, MacKay Shields LLC, a $56 billion global, multi-product fixed income investment
advisory firm, is pleased fo announce the appointment of Jeffrey S. Phlegar as the firm’s new Chief Executive
Officer. He will formally join our organization once his contractual commitment with his current employer expires

later this Fall.

Jeff brings to MacKay a wealth of fixed income knowledge along with a strong understanding of the global assst
management business. His proven leadership, management experience and worldwide reputation in the asset

management arena make him the right person to lead MacKay going forward.

Jeff will join us from AllianceBernstein and has a notable record with the company that hegan in 1993. Most
recently serving as President of Special Opportunities and Advisory Services, he was responsible for building a
variety of new business initiatives. Previously, Jeff was Co-Head of the firm’s fixed income division. He was
responsible for overseeing all aspects of AllianceBernstein’s fixed income business, including its client
relationships worldwide, as well as the development and implementation of new products and successful
strategies for distribution, servicing, and operations.

With great enthusiasm we look forward to Jeff's arrival, as we continue MacKay's pursuit of excellence on behalf
of our valued clients.

Sincerely,
Lucille Protas

Acting Chief Executive Officer
MacKay Shields LLC

Notice: This email is business confidential. If received in error, please destroy this email and notify sender
immediately. Sender does not waive confidentiality or privilege, and use is prohibited.

Ao
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9/30/2011

REFUNDS: FOR THE MONTH ENDIND SEPTEMBER 30, 2011

DECEASED EMPLOYEE/ BENEFICIARY REFUND/ DATE/DEPARTMENT

RETIREE PENSION
Labarge, Donald N/A Pension 09/29/11 Bldg & Grds.
NO REFUNDS ACCUMULATED UNION DATE
EMPLOYEE NAME CONTRIBUTIONS GRCOUP TERMINATED
Maillette, Colleen 76.44 Non Rep 12/31/2010
Herdman, Kaitlin 146.59 BMCF 8/14/2011
Spencer, Holly 100.53 BMCF 5/31/2011
Smith, Tricia 205.50 BMCF 711212011
Elgas, Jennifer 204.34 BMCF 5/31/2011
733.40

(53
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PURCHASE OF OTHER GOVERNMENTAL SERVICE

EMPLOYEE NAME: Victoria Roupe

DEPARTMENT Register of Deeds

JOB TITLE Register of Deeds
DATE APPROVED BY PERSONNEL COMMITTEE September 20, 2011
RESCOLUTION NUMBER Motion No. 2

OTHER GOVERNMENT SERVICE TIME BEING FROM: January 1, 198l
PURCHASED TO: December 31, 1981
CERTIFICATION OF EMPLOYMENT AND WAGES Yes

OF OTHER GOVERNMENTAL UNIT ON FiLE?

DOES APPLICANT HAVE MINIMUM OF 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
CAPACITY?

YEARS AND MONTHS OF OTHER GOVERNMENT One Year
SERVICE TIME BEING PURCHASED:

AMOUNT DUE RETIREMENT SYSTEM $4,933.70
PAYMENT MUST BE COMPLETED BY: September 20, 2012

Prepared By: Danean Wright, Retirement Administrator/accountant
October 6, 2011

GiRetirement\RetMisc\Governmental Service - Request to Purchase

A




