BAY COUNTY RETIREMENT BOARD OF TRUSTEES AGENDA

TUESDAY, JULY 9, 2013 @ 1:30 P.M.
COMMISSIONERS CHAMBERS

515 CENTER AVENUE - 4™ FLOOR
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BAY CITY, MI 48708

CALL TO ORDER

ROLL CALL

MINUTES

A JUNE 11, 2013 REGULAR MEETING
PUBLIC INPUT

PETITIONS & COMMUNICATIONS

A. GABRIEL ROEDER SMITH - ACTUARY

1. JIM ANDERSON - ASSUMPTION STUDY
(REPORT WILL BE ON WEB PAGE AND/OR

EMAILED)
B. BECKER, BURKE ASSOCIATES - JEFF BLACK
L. GREENWICH ASSOCIATES QUALITY INDEX
2. MI PUBLIC ACT 347 OF 2012 ON BCERS
C. MARTHA FITZHUGH, CORPORATION COUNSEL
I PA 347 RIGHTS AND RESPONSIBILITIES OF A
PENSION BOARD
2. RESOLUTION FOR AUTHORIZED SIGNATURES
D. PORTFOLIO VALUE - 1/1/13 -7/1/13
E. MONEY MANAGERS ON WATCH - (EFFECTIVE DATE)
L. WHV INVESTMENT MANAGEMENT - (9/14/10)
NO REPORT
2. BARINGS - (6/6/13)
NO REPORT
F. MONEY MANAGER REPORTS

EAGLE ASSET MGMT - ENDING 5/31/13
GENEVA CAPITAL - ENDING 5/31/13
HOTCHKIS & WILEY - ENDING 5/31/13
LOOMIS SAYLES - ENDING 5/31/13
MFS INVESTMENT - ENDING 5/31/13
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BAY COUNTY RETIREMENT BOARD OF TRUSTEES AGENDA
TUESDAY, JULY 9, 2013 @ [:30 P.M.
COMMISSIONERS CHAMBERS
515 CENTER AVENUE - 4™ FLOOR

VIL

VHIL

IX.

BAY CITY, MI 48708
6. MACKAY SHIELDS - ENDING 5/31/13

G. CORRESPONDENCE FROM COLUMBIA MANAGEMENT
L. CHANGE IN STAFF

H. RECAPTURE SERVICES

L. CONVERGEX - ENDING 5/31/13

L REFUNDS/RETIREMENTS ENDING 6/30/13

K. 2014 RETIREMENT FUND BUDGET

ANNOUNCEMENTS

A, NEXT REGULAR MEETING - TUESDAY, AUGUST 13, 2013
AT 1:30 PM., COMMISSIONERS CHAMBERS, 515 CENTER
AVENUE 4™ FLOOR, BAY CITY, MI 48708

UNFINISHED BUSINESS

NEW BUSINESS

MISCELLANEOUS BUSINESS

ADJOURNMENT
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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 call was taken. All trustees are
present.

1. Moved, supported and carried to approve the minutes, as printed, from the
4/25/13 money manager presentations.

2. Moved, supported and carried to approve the minutes, as printed, from the
5/14/13 regular meeting.

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

Mr. Pat McMenamin, Managing Director from Hotchkis & Wiley, Small Cap Value
Manager from Los Angeles, California is here today to present their performance
report. A copy was provided to all Trustees in advance via the web.

Mr. McMenamin reports that things are going very well for Hotchkis & Wiley and
for the Small Cap Value portfolio. He gave a brief update on the firm, their
strategy, the portfolio and how it is positioned and a performance update
through the end of May.

There have been no changes to the organization. They are still an independent,
employee owned firm managing $22 billion dollars for client portfolios. Of
that amount about $1.4 billion is invested in Small Cap Value portfolios.

They have an experienced team of analysts that have been together for a long
period of time and have put up strong investment results for clients. They
generally have 50-60 stocks and the top ten holdings represent 30-40% of the
portfolio.

For the first quarter of 2013 they had a return of 16.3% as compared to the
Russell 2000 Value benchmark of 11.6%. The drivers came from stock selection.
The Total Outperformance was 4.7%. Of that, 4.3% was derived from being in the
right names in the portfolio and having very strong stock selection., Within
stock selection they had very strong selection in consumer discretionary,
healthcare, and industrials. A detractor was materials (an aluminum
manufacturer). Through May of this year they outperformed the benchmark. For
the one year period (May through May) they outperformed the benchmark. For the
three and five year periods they had a very strong absolute and relative

performance.

At the end of May 2013 they are managing a little more than $11 million for the
Bay County retirement system. Given their approach the portfolio can at times
be concentrated into certain sectors that are attractive from time to time.
Today the opportunities are very broad based. They are finding opportunities
in nine out of the ten sectors they invest in. He reviewed the top ten
holdings in our portfolio.

They believe we are currently in a slower growth economy but on an upward
trajectory. The positive signs they see in the economy right now are housing,
which is good for the banking and consumer sectors of the portfolio. They

/
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anticipate some “choppier” type of markets which tend to be good for stock
selectors that can identify the companies that are going to out perform.
Generally they remain fairly bullish on the economy.

Mr. McMenamin answered questions from Trustees and concluded the presentation.
A brief recess was taken,

Back on the record.

3. Moved, supported and carried to receive the report from Hotchkis & Wiley
ending 5/31/13.

4, Moved, supported and carried to receive Portfolic Value from January 1,
2012 to June 5, 2013. The value today is $268 million.

Howard Pohl and Jeff Black from Becker, Burke Associates are present today.
Chairman requested they give an update on WHV who has been on watch status
since September 14, 2010. Mr. Pohl stated he recently attended a conference
in San Francisco and while there he visited WHV. Unfortunately, this quarter
is poor also, so there is no change to prior discussions they have had with
this Board.

5. Moved, supported and carried to receive the portfolio report from WHV
Investment ending 5/31/13.

6. Moved, supported and carried to receive correspondence sent to Barings
advising them of watch status.

7. Moved, supported and carried to receive portfolio reports from
Cornerstone, kagle Asset, Geneva, Hotchkis & Wiley, Loomis Sayles, MFS
Investment, and MacKay Shields, all ending 4/30/13.

8. Moved, supported and carried to receive the report from ConvergEx ending
4/30/13.
9. Moved, supported and carried to receive Northern Trust’s Summary Earnings

ending 4/30/13.

10. Moved, supported and carried to receive Refunds/Retirements for the month
ending 5/31/13.

Digcussion:
Trustee asked for clarification regarding refunds made to terminated employees.

11. Moved, supported and carried to approve a non-duty disabllity retirement
for Donna Beck-Balzer, employed by Bay Medical Care Facility.

Ao
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ANNOUNCEMENTS :

A, Next regularly scheduled meeting will be Tuesday, July 9, 2013 at 1:30
P.M. in Commissioner’s Chambers, 515 Center Avenue - 4% PFloor, Bay City,
MI 48708.

UNFINISHED RBRUSINESS:
A. PA 347 Rights and Responsibilities of a Pension Board

Martha Fitzhugh, Corporation Counsel requested that we table this subject uatil
the July meeting.

B. Re-balance of assets

Jeff Black provided several exhibits to the Trustees regarding asset allocation
versus the Policy. Page 1 of this exhibit listed the current managers as of
May 28, 2013, the asset value as of that date and the percentages. They
combined them by asset class, the minimum, target, and maximum of allocations,
and then the current over/under target. At this time, everything is in
compliance with the exception of International Equity and Fixed Income which
have reached the lower boundary of the policy.

Page 2 of the exhibit lists the assets for the managers as of May 28, 2013.
They show a full liquidation of WHV Investment Management and applying half of
those assets to a new Large Cap Core Index Fund. The other half of the assets
would be split between the two existing Large Cap Managers, i.e. Large Cap
Growth and Large Cap Value (MFS and Columbia). Becker Burke is also
recommending that we take $10 million from Domestic Equities, which doesn’t
really get us back to target, but they want to address this issue. They
recommend taking $10 million in increments that would align everything. They
want to apply $5 million to Fixed Income and the other $5 million to
International. He discussed the allocations in regards to minimum, target and
maximum, and showed the over/under targets after the proposed transfers.

Trustee Brzezinski questioned increasing an allocation to Barings International
since we just placed them on watch status. He thinks we should put more with
schroders rather than Barings. Mr. Black responded that as our Consultant,
they wanted to show us how it was spread out equally, but would feel
comfortable with that recommendation. Mr. Pohl added that having a balance
between those two is fine. It sounds counter intuitive to say we should give
money to a manager that is not doing well, but as long as they are managing
within the boundaries established, they usually go along with that. Getting to
a 50/50 between them is perfect. Jeff Black agrees to changes his
recommendation to $500,000 to Barings, and $4.5 million to Schroders in an
effort to make them equal in the International allocation.

Trustee Starkweather questioned investing more in Bonds. Mr. Pohl responds

that it is a difficult decision and that is why they kept things at a very
minimum boundary of our policy. The main argument for putting money in is

3
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pecause ultimately, they believe interest rates are going up. If the rates go
up you have market value losses. You offset that with interest income which
can be 3-4%, so net bottom line is zero total return. If you look at the
history of interest rates you will find the vast majority were in the 1-3%
range, then you have from the mid-60's peak into 1980 and then a drop back.

The argument would be that where we are now is historically about average. We
are not going to experience the 5-8% total returns we have had in Boend markets.
They are constantly looking for alternatives to Bonds that would offer some
stability and some protection as well. They feel this is a nminimal amount they
would be recommending to us.

12. Moved, supported and carried to accept the recommendations made by Becker
Burke to re-balance assets with the modification to allocate $500,000 to
Barings and $4.5 million to Schroders.

Some discussion on the possibility of investing more in real estate. This
subject will be discussed more at future meetings.

C. Large Cap Core Index Equity Managers
Jeff Black provided a summary sheet to the Trustees outlining Fidelity,

Northern, and Vanguard. Of these three they are recommending the Vanguard
Index Fund.

13, Moved, supported and carried to terminate WHV Investment Management, and
to hire Vanguard Index Fund as our new Large Cap Core Index Eguity
manager.

NEW BUSINESS:

Trustee Brzezinski brought up the prior discussions regarding the purchase of
new software for the retirement system which involved Corporation Counsel for
legal advice and clarification. Her legal opinion indicated that because the
Board of Commissioners approved the retirement board’s budget that any budget
change would have to be approved by that same body. His thought is that the
retirement board should have more authority in approving the budget.

He makes a motion to have the retirement budget brought before the retirement
board prior to submission to the Board of Commissioners. There is support for
this motion and discussion.

Trustee Coonan inquired as to which individuals prepare the budget for the
retirement board. Ms. Wright responded that in the past the Payroll/Benefits
Supervisor would prepare it and submit it to the Financial Director for review.
The budget is pretty much static every year, in that few new items are added to
it.

Trustee Coonan supported Trustee Brzezinski regarding the idea that this
retirement board should have an opportunity to review the budget as it regards
this board and have an opportunity for input. Trustee Starkweather makes an

/
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amendment to the motion to appoint a sub-committee to review and analyze the
budget and report back to the full retirement board.

Roll call regarding amendment to form a sub-committee:
Brzezinski - no

Carpenter - no

Coonan - no

Gray - no

Herek - no

Morse - no

Peltier - vyes

Pett - no

Starkweather - vyes

Roll call regarding retirement budget:
Brzezinski - yes

Carpenter - yes

Coconan - yes

Gray — yes

Herek - vyes

Morse - yes

Peltier - yes

Pett - yes

Starkweather - yes

14. Moved, supported and carried to have the retirement budget brought before
the retirement board prior to submission to the Board of Commissioners.

15. Motion to amend the above motion by forming a sub-committee fails.
MISCELLANEQUS BUSINESS: None
ADJOURNMENT :

16. Moved, supported and carried to adjourn the meeting at 2:38 p.m.

Respectfully submitted,

el ek

Crysta' Hebert
Finance Officer/Secretary

Transcribed by: Naomi Wallace



MEETING OF THE BCERS BOARD OF TRUSTEES COMMITTEE
JUNE 11, 2013

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: JEFF BLACK, HOWARD POHL, PAT MCMENAMIN, DANEAN WRIGHT, CRYSTAL HEBERT

TRUSTEE 1 2 3 4 5 6 7 8 9 10
BRZEZINSKI M S Y S Y M M S Y
CARPENTER Y Y Y Y Y S 5 Y =) Y
COONAN Y Y M S Y Y Y Y Y M
GRAY Y Y Y Y Y Y Y Y Y Y
HEREK Y Y Y Y Y Y Y Y Y Y
MORSE Y Y Y Y Y Y Y Y Y Y
PELTIER Y Y Y Y Y Y Y Y Y S
PETT S M ] M Y M Y ] M Y
STARKWEATHER Y Y Y Y M Y Y Y Y Y
TRUSTEE 11 12 i3 14 i5 16 17 i8 19 20
BRZEZINSKI Y Y 5 M-Y N Y

CARPENTER S Y Y Y N Y

COONAN M S Y S-Y N M

GRAY Y Y Y Y N Y

HEREK Y Y Y Y N Y

MORSE Y Y Y Y N Y

PELTIER Y Y Y Y S-Y Y

PETT Y Y Y Y N S

STARKWEATHER Y M M Y M-Y Y

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




FACTORS USED FOR

GREENWICH RANKINGS

INVESTMENT CONSULTING
» Understanding Clients’ Goals and Objectives
» Advice on LongTerm Asset Allocation
® Provision of Proactive Advice and Innovation
= Capability of Consultant Assigned to Fund
® Credibility with Investment Committee
» Communication of Philosophy

MANAGER SELECTION
» Knowledge of Investment Managers
= Satisfaction with Manager Recommendations

CLIENT SERVICING
= Personal Meetings
= Written Investment Performance Reviews
= Sufficient Professional Resources to Meet Needs
* Timely Communication of Changes in Manager Ratings
» Timeliness in Providing Written Information and Reports

COMMERCIAL ARRANGEMENT
» Reasonable Fees (Relative to Value Delivered)
= Keeping to Budget Estimates for Work Undertaken
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June 5, 2013

Becker, Burke

ASSsS (O CTIATES

225 West Wacker Drive, Suite 400
Chicago, Nineis 60606

Notes on Effects of MI Public Act 347 of 2012 on BCERS

Passed into law on 12/5/2012 with an effective date of 3/28/2013.
Amends the Public Employee Retirement System Investment Act (PA 314 of 1965).

The legislation specifies:

- changes to investment allocation limits

- new transparency rules and restrictions for advisers

- new board governance requirements

- trustee education and travel expense limits

- information to be included in retirement system annual repotts

- procedures for removal of board members

BCERS Investment Allocation Statutory Limits

Effective
Max Prior Max
Allocation  Allecation
Investment Grade US Fixed Income Securities 100% 100%
Investment Grade US Municipal Bonds 5% 5%
Non-Investment Grade US Fixed Income Securitics 15% 0%
Stocks or Global Securities 70% 70%
"Michigan" Private Equity 5% 0%
"Michigan" Venture Capital 2% 2%
Real Estate (Direct or through Funds) 10% 5%
20% 10%

"Basket Clause" - Any non-specified investment

Investment Related Amendments Specific to BCERS

- The term “foreign security” is replaced by “global security” throughout Act 314.

- Section 13(7) added, requirs fee disclosures from prospective advisers and annual fee disclosures

by current advisers.
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- Section 14 amended, allows investment in exchange-listed global securities and that they may be
classified as either 1) a stock investment subject to the Section 14 70% limitation or 2) a global
security subject to the Section 20k 20% limitation.

. Sections 15 & 20c modified, states that investment funds may be established as a limited
partnership, corporation, limited liability company, trust, or other organizational entity that limits
investor liability to the amount invested.

- Section 17(1) amended, allows non-investment grade obligations up to 15%.

~ Section 19(1&?2) changed, raises maximum real estate exposure from 5% to 10% and allows direct
investments.

- Section 19a amended, allows for a maximum 5% investment in Michigan private equity.

- Section 20d amended, increases “basket clause” investment limit from 10% to 20%.

Administrative/Governance Related Amendments Specific to BCERS

- Section 13(3) amended, expands fiduciary duties and requires written policies on ethics and
educational training. Also, specifies summary annual report required information.

- Section 13(5) expanded, specifies board’s authority to contract specific professional advisors.
- Section 13(6) added, sets budgetary limits for professional training/education, including travel.

- Section 13e added, prohibits payments to service ptoviders making contributions to an official of a
govetnment entity, with specific exceptions.

- Section 13f amended, requires reimbursement from fiduciaries or providers guilty of a related
crime.
- Section 20h(2) added, requires minimum 6 year retention of financial records.

- Section 20h(3) added, exempts member benefit calculations from disclosure under the Freedom of
Information Act.

- Section 20h(6) added, requires online access to summary annual repott.

- Section 21 amended, specifies process for removing a board member.




TO: Board of Trustees

FROM: Danean Wright
Retirement Administrator/Accountant

Due to the nature of retirements and/or changes in administrative staff and Board members
think it would behoove the Board to have a formal resolution authorizing the following positions
to sign on the Board’s behalf for financial documents in nature and to administrate the intentions
of the Retirement/VEBA Board of Trustees. The following positions are as follows:

1. Chairman to the Board of Trustees
2. Co-Chair to the Board of Trustees
3. Secretary to the Board of Trustees
4. Retirement Administrator/Accountant
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Geneva Capital Management Ltd.

PERFORMANCE HISTORY
NET OF FEES
Bay County Employees' Retirement System
XXXX9057 (bbbcers)
From 01-17-13 to 05-31-13
Percent Return
L Per Period
Time Period Total Equities Russell
Account Midcap
Growth
s e
01-17-13 to  01-31-13 1.01 1.02 1.65
01-31-13 to  02-28-13 1.41 1.43 1.04
02-28-13 to  03-31-13 3.05 3.10 3.99
03-31-13 to  04-30-13 =202 -1.92 1.47
04-30-13 to  05-31-I3 2.57 2.62 2.63
Inception to Date
01-17-13 to  05-31-13 6.09 6.34 i1.18

Please compare the information in Geneva's client reports with the information provided by the independent custodian of your account(s).

The market value on Geneva's report may differ from the value on the statement provided by your custodian due to cut off date, unsupervised assets (it applicable), pricing,
or deposits/withdrawals. For tax purposes, refer to custodian records and consult with your tax adviser for advice. Geneva's reports should not be retied upon for tax
purposes. Cost basis dala is provided for informational purposes onty and may differ from custodian records. Please reference your custodial statement for the current yield
on money market fund(s). If you are not receiving periedic statements directly frem your custodian, please contact Geneva immediately at 414-224-6002. Thank you.
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ColumbiaManagement @

Alan Pukiin

Sr, Refationship Manager
Institutional Client Service

100 Park Avenue

New York, NY 10017
Tel-212.850.1612

Fax: 212.682.6460
alan.puklin@columbiamanagement.com

June 26, 2013

Ms. Danean Wright

Bay County Employees’ Retirement System
515 Center Street Suite 706

-Bay City, MI 48708-5128

Re:  Organizational Announcement

Dear Danean:

1 am writing to let you know that Neil Eigen, the leader of the Columbia Seligman Value Team
and Portfolio Manager for the Columbia Seligman Large Cap Value Strategy and Columbia
Seligman Small Cap Value Strategy, has announced that he will retire at the end of 2013. Neil has
been a member of the investment community since 1968, and the leader of the team since 1997.

Richard Rosen, who has worked closely with Neil since 1990 and has co-managed the strategics
with him since coming to I. & W. Seligman & Co. Incorporated in 1997, will assume the role of
Team Leader. Kari Montanus, who has worked with Neil and Rich for the past ten years, will
assume a Portfolio Manager role on both Large and Smali Cap strategies effective January 2,
2014. We are in the process of adding an additional member to the team. As the team has been
preparing for Neil’s retirement for some time, a smooth transition is expected.

Neil has been a great asset fo the firm and to our clients for years. His contributions, both to
performance and to the culture of the firm, have been immense and we wish him the best. [ have
attached biographical information with respect to Rich and Kari for your review. If you have any
questions on these changes, please do not hesitate to contact me.

Attachment
Cc: Becker Burke

Offfice of Supe;v;ssog ::;:?ndg::ggé Security preducts offered through Columbia Management investmant Distributors, Inc., .
member FINRA. Advisory services provided by Columbia Management investment Advisers, LLC, &}'}3

Boston, MA 02110
Ty . 3 3




Richard Rosen, Team Leader and Portfolio Manager

Richard Rosen is a Portfolio Manager on the Columbia Seligman Value Team at Columbia Management
Investment Advisers, LLC. He joined the firm when it acquired J. & W. Seligman & Co. Incorporated in
2008. Prior to joining Seligman in 1997, Mr. Rosen was a Senior Portfolio Manager at Bear Stearns Asset
Management and a Managing Director at Bear, Stearns & Co. Inc. Mr. Rosen received his B.A. in
Economics from Brandeis University and his M.B.A, in Finance from the Stern School, New York
University. He is a member of the New York Society of Security Analysts and the Financial Analysts
Federation.

Kari Montanus, Portfolio Manager

Kari Montanus is a Portfolio Manager on the Columbia Seligman Value Team at Columbia Management
Investment Advisers, LLC. She joined the firm when it acquired J. & W. Seligman & Co. Incorporated in
2008. Prior to joining Seligman in 2003, Ms. Montanus worked for Goldman Sachs & Co. as a Vice
President of Investment Research, Previously, she was an Associate Analyst of Equity Research for
Morgan Stanley Dean Witter & Co. in their Tokyo office. Ms. Montanus earned her B.A. in International
Relations from Stanford University and her M.B.A. in Finance from The Wharton School, University of

Pennsylvania.
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6/28/2013
REFUNDS: FOR THE MONTH ENDED June 30, 2013

EMPLOYEE/BENEFICIAR' CONTRIBUTIONS PROCESSED DEPARTMENT TERMINATION
REFUNDED ON TERMINATED DATE
Clark, Susan 6,674.79 06/13/13 BABH 05/10/13
Curtis, Tricia 2,539.07 06/24/13 BABH 05/10/13
Schumann, Sarah 3,435.59 06/24/13 BABH 10/20/11
TOTAL REFUNDS: 12,649.45
RETIREE CONTRIBUTIONS DEPARTMENT EFFECTIVE
TRANSFERRED DATE
Heil, Dwight 62,393.08 Deferred - BABH 06/26/13
Withrow, Kim 82,325.39 BABH 06/01/13
Parker, Cindy 16,864.16 B.M.C.F. 05/25/13
NO REFUNDS ACCUMULATED UNION DATE
EMPLOYEE NAME CONTRIBUTIONS GROUP TERMINATED
Favara, Jennifer 152.04 BMCF 06/04/13
Simpson, Rebecca 75.51 BMCF 08/04/13
Rezier, Taylor 87.18 BMCF 05/08/13
Wark, Deborah 112.13 BMCF 04/26/13
426.86
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