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The meeting, held in the Bay County Commissicn Chambers, 4th Floor, Bay
County Building, 515 Center Avenue, Bay City, Michigan, was called to
order by Chairman, Steve Gray at 1:34 P.M. Roll call was taken. All
trustees are present, except Rick Brzezinski.

L. Mcved, supported and carried to excuse Trustee Brzezinski.

2. Moved, supported and carried to approve the minutes as presented
from the regular meeting on July 12, 2011.

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

Ms. Wright states the Portfolio Value as of today is $212 miliion.

Present today from Schroder Investment Management North America, New York
City, Wew York, are Matthew Dobbs, Executive Director, and Chris Cook,

Director, Institutional Business Development, US Central States. Schroder
is a Small/Mid Cap International Eguity Manager. They provide a handout
to all Trustees. )

Mr. Cook gave a brief update on the company. From a fiduciary perspective
there is nothing o cause concern or worry. The organization is doing
very, very well. They remain focused exclusively on asset management,
there has been no change there. The last report of their assets shows
$325 million dollars. There has been nc change in the ownership
structure. They are a public company but about fifty percent of the
voting stock is owned by seventh generation of the Schroder family. They
have a significant global footprint with a new office in the Middle East,
and thirty two offices in twenty five countries, populated by about 350
portfolio managers. They have about a billion and half dollars in cash on
their balance sheet, so it is very stable.

Mr. Dobbs gave an update on the teams at Schroders, covering Japan,
Pacific ex Japan, and Pan Europe. Referring to Page 6 he reviewed Small
Caps versus Large Caps. They continue to see gocd outputs by Small Caps
over the last twelve months, it has been a continually good environment
for Small Cap investments as a whole.

Mr. Dobbs reviewed Performance (Page 7) and the numbers indicate that they
have exceedead not cnly our benchmark, but the actual index for one year,
three years, and since inception. On Page 8 he discussed the Performance
and Performance Attributicon. The UK showed good returns, but Japan was
underweight and has underperformed. Mr. Dobbs discussed fund risk
characteristics, fund characteristics, investment strategy, and portfolio
positicning. Ee reviewed their Small Companies Fund top ten holdings by
region as of June 30, 2011.

They conclude their presentaticn and leave.

0
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3. Moved, supported and carried to receive the report from Schroders.

Rick Potter, Consultant with Becker, Burke Associates presents the second
gquarter report on the pension fund. He provides a handout to all
Trustees of the Investment Performance Analysis as of June 30, 2011.
Starting with Page 4, he discusses the Market Environment and reviews the
Index Returns. The one year numbers for equity results across the board
are very, very strong. Page 6 reflects the growth of the dollars in the
fund. We started the quarter with $246,194 million, had net withdrawals
of about 2.1 million, we made a little under 2 million ¢on investments, and
finished the quarter with a little less than we started with, at $245,995
million. Looking at the one year numbers, we started with $198 million,
and ended with $246 million. Going back to inception, January 1, 1985,
we started with just under $25 million. During this time period we took
$91 million out of the fund, more than has gone into the fund. We made
$312 million on investments, most of this came from market value gains
rather than income, so that brings us back to %246 million as the ending
market value.

Page 11 indicates that at the one vear mark the fund substantially
outperformed the investment policy index. Longer term results show that
at the five year basis we made 5.3% per year compared to the investment
policy index of 4.4%. It is almost 1% a year above the policy index, and
if we compound 1% per year for five years on $200 million dollars, the
management of the fund is adding substantial deollars toc the asset value of
the fund. The ten year basis, shows strong results relative to our
policy index and within the asset categories strong results relative to
the major market indices. We had very strong results in comparison to
other public funds.

One of the reasons for the success in equities has been the manager style
diversification that we have. Another reason, 1s the patience with
managers in terms of living with the periods of time when they have
underpericrmed. We have seen some substantial turnarounds. our money is
spread out both in size of companies and growth and value. Page 20 shows
the different styles and their performance. Looking at the ranks relative
to the style, we had styles that produced good results, and managers that
had good performance in relation to their peer groups. Marvin & Palmer
and Wentworth, Hauser & Violich, both currently on watch status have bcth
shown some turnaround in the past year. Looking at longer term, the

picture is not as rosy, but still attractive. The seven year basis for
Hotchkis & Wiley {(just coming off watch status) is attractive in relaticn
to the 3&P 500 but is also below their style group. Integrity is a

little below average for their style for four years. Denver has been on
the watch list, their near term performance is improving, long term at ten
yvears is 7.2% which is in the bottom guarter of the Mid Cap Growth
uhiverse. But when you look at the absolute number it i1s an attractive
number in comparison to Large Cap. So, having diversified inte Mid Cap
Crowth was an advantage even though Denver did not produce results as

@
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streng as others in this group for a ten year time period. In the Large
Cap group, Columbia had above average results. Marvin & Palmer and
Wentworth results are both down relative to their peer groups. However,
when you look at one year, three year, four year, and those with five year
numbers, when you add up all the eguities they are well above average.

Some discussion at this point about the Portfolio Value which has dropped.
Mr. Potter states that extreme wveolatility i1s something we all have to
live with today. At the end of 2008 the fund was down to $140 million or

less. The markets will not be down forever, There are big bounces down
as well as up. In U.35. Equities, we have seven distinctive approaches
which spread us cut in the U.S. Equity Market. No manager ranks number

cne all the time, it will wvary from quarter to quarter. The clients that
do well on a total fund basis, are those that hang in there and roll with
the cycles and diversify. We have been doing that effectively.

Jeff Black talked about the three managers still on watch status, and
provided a handout tc all Trustees. The three on watch are Wentworth
Hauser, Marvin & Palmer, and Denver Investments. We have seen some
improvement from all three in the near term, with the one year numbers
showing them all in the top one third, which would be justification to
leave all three managers on the watch list at this peint. He reviewed
charts showing Long-Term and Short-Term Return Trends. His recommendation
is to keep all three managers on the watch 1ist. Denver has had the most
improvement, and Mr. Black thinks that after another quarter cr two, they
could possibly come off the watch list.

4, Moved, supported and carried to receive the second quarter report
from Becker, Burke Associates.

5. Moved, supported and carried to receive the reports from the money
managers on watch: Denver Investments ending 6/30/11, Marvin and
Palmer, ending &/30/11, and Wentworth Hauser & Violich, ending
6/30/11.

6. Moved, supported and carried to receive the remaining money manager
reports ending June 30, 2011 from Baird, Barings, Columbisz,
Cornerstone, Ragle Asset, Hotchkis & Wiley, Integrity Asset, Loomis
& Sayles, MacKay Shields, and Schroder’s.

7. Moved, supported and carried to receive the Northern Trust Summary
Earnings report ending June 30, 2011, Invoice fcr June 30, 2011, Fee
Schedule, Cash proceads generated from claims settlements and
securities lending, and correspondence from Bernard Walsh,
Relationship Manager.

8. Moved, supported and carried to receive the Refunds and Retirements
report for July 2011.

9. Moved, supported and carried to receive correspondence sent to Eagle
Agset and Hotchkis & Wiley regarding re-balancing of asset

allocations.
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Announcements:

The next regular meeting is scheduled for Tuesday, September 13,
2011 at 1:30 P.M., Board of Commissioners Chambers, 4" Flcor.

Unfinished Business:

Oon August 3, 2011 Marty Fitzhugh, Corporation Counsel, sent an email to
Danean Wright, stating that BCERS is not required to retain tapes where
minutes have been created from them and are on record.

10. Moved, supported and carried to approve opinion from Corporation
Counsel regarding disposition of tapes.

New Business: None

Miscellaneous Business:

11. Moved, supported and carried to receive Notice of Public Meeting
scheduled for Tuesday, August 23, 2011 at 9:00 a.m. to review money
manager profiles.

Adjournment:

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

Meeting adjourned at 2:45 p.m.

Respectfully submitted,

gt el

Crystal Hebert
Assistant Finance Officer/Secretary

Transcribed by: Naomi Wallace




MEETING OF THE BCERS BOARD OF TRUSTEES COMMITTEE
AUGUST 9, 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 1:34 Pp.M.

OTHER PRESENT: RICK POTTER, JEFF BLACK, DANEAN WRIGHT, CRYSTAL HEBERT, MATTHEW DOBBS,
CHRIS COOK
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PORTFOLIO VALUE FOR THE

BAY COUNTY EMPLOYEES' RETIREMENT SYSTEM

2004-2011
2004 TOTAL
JANUARY 189,854,843.80
FEBRUARY 191,902,795.50
MARCH 213,543,164.97
APRIL 208,047,493.84
MAY 209,307,065.08
JUNE 213,215,678.84
JULY 205 668,3656.46
AUGHUST 206,509,614.05
SEPTEMBER  210,190,746.86
OCTOBER 214,198,645.00
NOVEMBER 221,496,943.83
DECEMBER 227,662,669.80
2007 ToTAL
JANUARY 246,922 512.40
FEBRUARY 245,527, 946.25
MARCH 247, 434,947.28
APRIL 254,804,827.20
MAY 261,231,963.62
JUNE 258,072,246.27
JULY 251,879,903.60
AUGUST 252,598,551.36
SEPTEMBER  260,082,404.39
OCTOBER 264,515,459.05
NOVEMBER 254,655,653,83
DECEMBER 254,509,625.48
2010
JANUARY 200,153,136.84
FEBRUARY 205,806 473.89
MARCH 215,216,346.81
APRIL 218,430,280.01
MAY 206,032,601.85
JUNE 197,933,763.44
JULY 208,242,576.44
AUGUST 20%,820,000.98
SEPTEMBER  216,545,989.70
OCTOBER 222,460,987.38
NOVEMBER 224,269 379,93
DECEMBER 235,343,144 55

2005 TOTAL
JANUARY 223,117,504.49
FEBRUARY  224,576,880.42
MARCH 219,345,590.33
APRIL 214,170,326.04
MAY 219,832,627.61
JUNE 221,761,351.72
JuLy 227,544,199.86
AUGUST 226,295,368.24
SEPTEMBER  226,453,864.72
OCTOBER 222,681,539.14
NOVEMBER  229,903,600.02
DECEMBER  231,615,670.71

2008 TOTAL
JANUARY 239,620,346.66
FEBRUARY  236,688,683.38
MARGCH 231,942,249.15
APRIL 242,234,459.10
MAY 246,341,452.91
JUNE 232,705,115.30
JULY 224,982,029.04
AUGUST 226,081,224.62
SEPTEMBER  203,641,496.05
OCTOBER 173,937,574 41
NOVEMBER  162,756,563.66
DECEMBER  169,742,398.48

2011
JANUARY 237,615,624.01
FEBRUARY  244,557,842.36
MARCH 246,195,352.77
APRIL 251,542,804.05
MAY 249 693,618.25
JUNE 245,996,426.86
JULY 242,281,963.28
AUGUST 227,837,579.93
SEPTEMBER
OCTOBER
NOVEMBER (}2§i>
DECEMBER

2006
JANUARY
FEBRUARY
MARCH
APRIL

MAY

JUNE

JuLy
AUGUST
SEPTEMBER
OCTOBER
NOVEMBER
DECEMBER

2008
JANUARY
FEBRUARY
MARCH
APRIL

MAY

JUNE

JULY
AUGUST
SEPTEMBER
OCTOBER
NOVEMBER

CECEMBER

TOTAL
210,360,530.90
209,576,126.50
211,873,665.50
213,374,515.10
232,086,376.80
230,295,995.90
227.474,149.70
229,533,485.80
233,113,820.70
238,842,135.30
243,088,228.10

244,027,082.80

TOTAL
160,796,250.28
149,481,896.00
156,424,991.61
170,318,167.35
177,417,227 .36
177,273,620.87
177,273,620.87

193,280,173.48
200,098,384.04
165,099,372.77
201,230,501.99
206,059,574.80
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September 6, 2011

Ms. Danean Wright

Retirement Accountant
Bay County Employee's Retirement System

515 Center Avenue

Suite 708

Bay City, Ml 48708-5128

RE:

Dear Board of Trustees:

Bay County Employees’ Retirement System

Please find the preliminary investment returns for the period ending August 31, 2011 in the

table below.
Time Weighted Total Return
Gross of Fees
Since
One Quarter- Year- Three Year | Five Year Inception*
Month To- Date | To-Date [One Year | Annualized | Annusalized | Annualized
Bay County Employees’ i
Retirement System -6.40% ~7.21% -2.67% 23,79% 2.39% 2.14% 2.81%
S&P 500 -5.43% -7.36% 1.77% 18.50% 0.54% 0.78% 3.18%

*Since Inception Date 03/18/04

As always, we stand ready to answer any guestions or comments you may have regarding
the portfolios performance. Thank you for your continued confidence in Wentworih, Hauser &
Violich and the Large Cap Core Investment Team.

Best regards,

XN

Jeffrey C. Coburn, CFA

Cc:

301 Battery Street |

Richard Potter

Suite 400

(P

| $San Francisco, CA 94111-3203
Tel 800.204.2650

! Fax 41528861583 |

www . why.com




PERFORMANCE HISTORY
Bay County Employees' Retirement System

Percent Returmn

Per Period
Time Period Portfolio FTSE/NAREIT
Gross Net Equity Index
6/30/2011 o] 713112011 1.88% 1.83% 1.84%
1213142010 o 713112011 13.96% 13.57% 11.89% C

1of1
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9/6/2011
REFUNDS: FOR THE MONTH ENDIND AUGUST 31, 2011

EMPLOYEE/BENEFICIAR CONTRIBUTIONS PROCESSED DEPARTMENT TERMINATION
REFUNDED ON TERMINATED DATE
Smith, Andrea 6,350.06 08/02/11 Road Commission 05/19/11
Gravis, Lauri 3,964.23  08/02/11 BABH 07/13/11
Hammond, Lesley 13,264.78 08/1111 Library 12/31/06
Lamson, Evonne 4,428.91 08/11/11 BABH 07107111
Baldwin, Chad 1,866.75 08/11/11 BABH 06/20/11
Ramseyer, James 336.26  08/30/11 GELC 06/27/11
Thomas, Rosa 11,237.11 08/30/11 BABH 06/10/11
Potocki, Thomas ' 19.357.17  08/31/11  Animial Control 06/27/11
TOTAL REFUNDS: 60,805.27
RETIREE CONTRIBUTIONS DEPARTMENT EFFECTIVE
TRANSFERRED DATE
Jerome, Newt 23,316.54 Sheriff Dept 06/25/11
Lutenske, Paul 52,968.49 Library - Def 09 09 11
Rezmer, Mari 72,247 .92 BABH 07 30 11
NO REFUNDS ACCUMULATED UNION DATE
EMPLOYEE NAME CONTRIBUTIONS GROUP TERMINATED
Timm, Jordan 1,164.71 BMCF 5/31/2011
Oswald, Mark 17,449.50 BMCF 71112011
Engelhardt, Wade 667.79 BMCF 6/9/2011
Collier, Robert 6,613.61 BMCF 6/24/2011
Lukowski, Erika 77.29 BMCF 6/12/2011
Turrell, Jill 607.96 BMCF 52712011
Tacey, Sharon 4,002.01 USWFT 7/29/2011
30 .87




