BAY COUNTY RETIREMENT BOARD OF TRUSTEES AGENDA
TUESDAY, JULY 10, 2012 @ 1:30 P.M.
COMMISSIONERS CHAMBERS
515 CENTER AVENUE - 4™ FLOOR
BAY CITY, MI 48708
PAGE L CALL TO ORDER
1L ROLL CALL
M. MINUTES
-5 A JUNE 12, 2012 REGULAR MEETING
V. PUBLIC INPUT -
V. PETITIONS & COMMUNICATIONS
6-9 . A PORTFOLIO VALUE - 1/1/12 - 7/02/12
B. MONEY MANAGERS ON WATCH - (EFFECTIVE DATE)
1. DENVER INVESTMENTS - (12/15//09)

PORTFOLIO ENDING 5/31/12

10-13 ... 2. MARVIN & PALMER - (6/1/10)
PORTFOLIO ENDING 5/31/12

3. WENTWORTH HAUSER & VIOLICH - (9/14/10)
PORTFOLIO ENDING XX/12- No Report :

C. MONEY MANAGER REPORTS
L CORNERSTONE - ENDING 5/31/12
M-24 .. 2. EAGLE ASSET MGMT -  ENDING 5/31/12
3. HOTCHKIS & WILEY - ENDING 5/31/12
4. LOOMIS SAYLES - ENDING 5/31/12
3. MACKAY SHIELDS - ENDING 5/31/12
b. NORTHERN TRUST
25-29 (Lol . 1. SUMMARY EARNINGS ENDING 5/31/12
30 o E. REFUNDS/RETIREMENTS ENDING JUNE 30, 2012
V1 ANNOUNCEMENTS
A, NEXT REGULAR MEETING - TUESDAY, AUGUST 14, 2012 AT 1:30
P.M. - COMMISSIONERS CHAMBERS
515 CENTER AVENUE - 4" FLOOR, BAY CITY, MI 48708
VIL UNFINISHED BUSINESS
A RICK POTTER

1. REPORT REQUESTED FROM LAST MEETING.
COMPARING THE INVESTMENT RETURNS OF
PREVIOUS MONEY MANAGERS WITH
REPLACEMENTS - TO BE HANDED OUT AT THE
MEETING.

VL NEW BUSINESS

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 1:32 P.M. Roll call was taken. All trustees are
present except Mr. Coonan.

1. Moved supported and carried to approve the minutes, as printed, from May
8, 2012 regular meeifing.

2. Moved, supported and carried to excuse Trustee Coonan.

3. Moved, supported and carried to receive the Portfolio Value from January
1, 2012 to June 5, 2012. The value today is $227.6 miilion.

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

Trustee Coconan arrives at 1:36 p.m.

Present today are Todger Anderson, Chairman and Brian Fitzsimons,
Manager/Analyst from Denver Investments, a Mid Cap Growth Equity Manager
located in Denver, Colorado. All Trustees were provided with an electronic
copy of the performance report in advance of the meeting.

Mr. Anderson presented the perfermance report for the first quarter of 2012,
and Mr. Fitzsimons discussed the structure of the portfolic and what they think
will unfold in the months ahead. They have been maraging our portfolio since
1996. They have a team based approach with seven portfolio managers/analysts
that pick the stoecks that go into our portfolio.

Since ilnception they have compounded money for us at 8.8% compared to the
benchmark of 7.3%, this 1s the straight benchmark return. That puts them
somewhere around median relative to their peer group for that period of time,
At this time, from a performance standpoint, they are in challenging periocd.
The first quarter of this year they were up 14.3% which was a nice move, but
the market has corrected severely since the end of the first quarter and now at
the end of May they were down -1.2%, and the benchmark was 6.1%.

Mr. Anderson discussed the tcp ten performers in our portfolio, the gcod ones
as well as the bad ones. The one that most negatively impacted the portfolio
was Zynga, a game manufacturer for the gaming industry. It was down 37%.
Sandisk, the leading manufacturer in flash memory was down 33%. Tempurpedic,
the mattress company was down 40%, and Herbalife was down 23%. He stated their
stock picks over the last twelve months has not been what they have wanted.
They have had a high error rate. They are reviewing their process and will be
making subtle changes. They still feel they have a solid philosophy which has
served them well for many years and they think they are Jjust geing through a
rough patch. He discussed how difficult it can be sometimes to pick stocks
and used Herbalife as an example.

D



MINUTES BAY COUNTY EMPLOYEES' RETIREMENT SYSTEM BOARD OF TRUSTEES
June 12, 2012
PAGE 2

Mr. Fitzsimons advised that the personnel in the growth team has not changed
since last year. He referred to Page 5 of their report for an cverview of
their process and how they pick stocks. They screen and ildentify stocks, do
fundamental research and analyze the companies, then perform a security
selection and invest in companies with the most attractive risk/return
profiles.

Despite 211 the headlines about the economy tecday they are still in the
cauticusly optimistic camp. They are in the slow growth environment here in
the U.3. They have concerns about the global growth picture but locking at the
market as a whole, they still see the underlying fundamental growth
characteristics of the market taking place. They are seeing an employment
recovery although at a slow rate, and lending activity is picking up. He
reviewed some of the companies in our portfolio and how they are doing. He
discussed some of the stocks they like and that they think will have good
growth opportunity over the next twelve to eighteen months. Currently they
have 70 stcocks in the portfolio.

They answered guestions from the Trustees and concluded their presentation.

4. Moved supported and carried to receive the portfolio report from Denver
Investments.
5. Moved, supported and carried to receive the portfolic reports from the

money managers on watch status: Marvin & Palmer and Wentworth Hauser &
Vielich, ending 4/30/12.

6. Moved, supported and carried to receive portfolio reports from
Cornerstone, Eagle Asset, Hotchkis & Wiley, and Loomis Sayles, all ending
4/30/12.

7. Moved, supported and carried to receive Northern Trust’s Summary Earnings

ending 4/30/12.

8. Moved, supported and carried to receive Refunds/Refirements for the month
ending May 31, 2012.

9. Moved, supported and carried to approve the purchase of other governmental
service time for Michael Gray and Daniel Dicks.

ANNOUNCEMENTS :

A. Next regularly scheduled meeting will be Tuesday, July 10, 2012 at 1:30
P.M. in COMMISSIONER’S CHAMBERS, 515 CENTER AVENUE - 4™ FLOCR, BAY CITY,
MI 48708.

UNFINISHED BUSINESS:
Trustee asked for an update on the contract with the new manager MES. Ms.

Wright advised that Corporation Counsel sent the contract te Attorney Chuck
BHewitt for his review. Mr. Hewitt will be contacting MFS to go over the

&
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contract with them, but it appears everything is in good order and should be
signed very soon,

Trustees discussed the watch status of Denver Investments. They have been on
watch status since December of 2009. A brief poll was taken of the Board of
Trustees to get their thoughts and opinions on what action should be taken, if
any. Some Trustees felt that two years was long enough to be on watch and
that they should be replaced. Some felt their presentation today did not go
well and did not instill confidence in the firm. Others felt the market has
impacted all money managers and Denver should be given more time. Trustee
Coonan stated he would like to see a comparison of the rate of return with
money managers we once had compared tc their replacement. Mr. Coonan ingquired
if it is possible to get some type of analytical report to show the
comparisons. Rick Potter states they can put together such an analysis, but it
could take a couple of months tTo puit it all together. A Trustee asked why
Denver was placed on watch and Mr, Potter advised it was due to under
performance, that they were not meeting our criteria. In 2010 they did about
10% above the median and in 2011 they were in the top quarter, with a ranking
of about 27, which was a nice trend. 1In 2012 they fell well below the median.

Chairman Gray asked our consultants for their thoughts on this manager. Mr.
Potter states Denver has come back in the past. The situations Denver
described regarding technology break through’s are all pretty exciting.
Managers that capture those effectively produce very, very big returns. His
reaction is that Denver has not caught very many for some reason. From the
point of view of our Fund Plan, what they have brought to us is participation
in the mid cap sector and that participation has been a good diversification
which added to our Teotal Fund Return. Jeff Black reviewed the four items they
think are important in a manager. They are Performance, People, Process, and
Philosophy. Performance is a bhit of a problem here, the People are all the
same, no changes in personnel. These are the same people that produced good
returns in the past. Thelr Process has not changed and their Philosophy is to
look for high guality companies which matches the mandate ¢f the Pension Fund.
He can appreciate the frustration of some of the Trustees but talked about the
S&P numbers and put them into context of the mid cap growth fund. About 90% of
the mutual funds did not meet their benchmark. This is not an excuse but it
has been a difficult stock environment.

10. Moved, supported and carried to table the discussion on Denver Investments
until Becker Burke prepares the analysis requested.

NEW BUSINESS:

Mr. Potter has a handout for the Trustees regarding the survey research firm
Greenwich Associates. Every year they do a study of investment consultants by
talking to thousand funded sponsors about their consultant. The study
encompasses all major consulting firms. They then put together the Greenwich
Quality Index which is a numerical score. Becker Burke had the highest score
on the Greenwich Quality Index in 2{011. Becker Burke is the smallest firm in
terms of clients. For the past four years Becker Burke has bkeen the top
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ranking firm on this index. Becker Burke is happy with this rating because 1t
indicates their clients are happy with them.

Chairman Gray congratulates Becker Burke on a job well done.

MISCELLANEQUS BUSINESS: None
ADJOURNMENT ;

11. Moved, supported and carried to adjourn the meeting at 3:00 p.m.

Respectfully submitted,

Crystal H&bert
Finance Officer/Secretary

Transcribed by: Naomi Wallace




MEETING OF THE BCERS 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 1:32 P.M.

OTHER PRESENT: RICK POTTER, JEFF BLACK, DANEAN WRIGHT, CRYSTAL HEBERT, TODGER
ANDERSON, BRIAN FITZSIMONS
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MARVIN & PALMER®
ASSOCIATES, INC.

GLOBAL EQUITY MANAGEMENT

June 14, 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 declined 5.1% during May while the Russell 1000 Growth Index
lost 6.4%.

The market corrected sharply in May in reaction to concerns about Europe, as the
slow-moving curo crisis caused fears about a slowing world economy and the
potential for contagion. The primary worry currently is about the health of
Europe’s banks, especially Spanish, Italian and some German. The result was a
period of risk-off in the market as money flowed out of stocks into cash and other
low-yielding, safe haven investments.

Sector leadership favored consumer staples, healthcare and telecommunications
services companies, while energy, materials and industrials experienced sharp
setbacks. Our portfolio benefited from its heavy weights in the consumer and
healthcare areas and from underweights in energy and materials.

The world is searching for some solution to Europe’s sovereign crisis. Any
substantive measures towards a solution would be quickly rewarded by the market.
We may continue, however, with a more murky outlook until the U.S. elections are
held in early November.

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

Trandae”

Jay F| Middleton
Portfodo Manager — Principal

JFM/jam

Attachment

PRINCIPALS
David E Marvin
Stanley Palmer
Karen T Buckley
Jon A. Stiklorius
Terry B. Mason

Jay E Middieton
Todd D. Marvin
David L. Schaen
Chuistopher A. Luft
James W. Ryerson
Jonathan T, Friedman
Stephen D, Marvin
Douglas D. Sanna
Jennifer A. Martes
Gilbert Hahn
Thomas B. McAvoy
Lisa H. Capretto
Lorraine H. Berends
Scort D. Palmer

C. Porter Schutt

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

ADVISORY BOARD
Irving S, Shapire

In Mermgrion 1936-2001

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

Alan D Schwartz

Madelyn Smith

The Hon. Sam Nunn

The Hon, James A. Kelly
James | McNuley

1201 N. Market Streer, Suice 2300, Wilinington, DE 198011165 US.A. » Tel. 302-573-3570 + Facsimile 302.373-2545 + wiww.marvinandpalmer.com
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(CORNERSTONE

PERFORMANCE HISTORY
Bay County Employees' Retirement System

Percent Return
Per Period

Time Period 5/31/2012
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Organizational Update Page 1 of 2

Organizational Update

Dave Reilly [DReilly@Cornerstoneadvisers.com]
Sent: Monday, July 02, 2012 4:24 PM

To:

Danean Wright

Dear Danean,

I wanted to share with you information regarding a change in management at Cornerstone. It is
with the utmost regret that I inform you that Mark Higgins has elected to retire from Cornerstone
in July. Mark joined Cornerstone over 16 years ago and, in his various roles on the equity side of
our company, made significant contributions to our growth and investment capabitities. In
recognition of his efforts and confributions, last year Mark was promoted to the role of President
and, as such, all of our U.S. investment operations reported to him. During his relatively short
tenure as President, he continued to exhibit strong leadership and a devotion to Cornerstone.

Mark's retirement is driven by significant family health issues that are consuming his time and, in
fairness to Cornerstone, he has come to the decision to leave the company. Needless to say, since
Mark has been such a strong contributor over the years, I am saddened by his decision, but
admire his devction to his family and the fact that they come first. As Mark moves on to deal with
these issues, 1 hope you will respect the privacy surrounding his decision. Simply put, it is
persenal and in no way related to Cornerstone.

I do not see any issues related to the continued efforts on our part to invest our clients’ capital in
a prudent manner or to appropriately manage our investment process. Cornerstone has a deep
and talented group of real estate professionals who will fill Mark's role at Cornerstone. In this
regard, Drew Williams will assume the role of CIO-Equity and Chair the Equity Investment
Committee, and Rob Little, CIO-Finance, will continue to Chair the Finance Investment Committee.
In addition, C.1. Karbowicz, currently Cornerstone's General Counsel, will assume the additional
role of COO0. Rounding out the senior investment team, Tom Dudeck will continue as Chief of
Investment Strategy, and Charles Weeks will continue as CEO of Cornerstone's European
operations.

With this senior management team in place, I feel confident that Cornerstone is well positioned to
continue to provide the highest quality of services that you have come to expect of us.

Please do not hesitate to call me if you have any questions.

Sincerely,

David J. Reilly
Chief Executive Officer

Cornerstone Real Estate Advisers
One Financial Plaza

Hartford, Connecticut 06103

P: 860.509.2200

www.cornerstoneadvisers.com
&% As part of Cornerstone’s commitment to our environment, we ask that you print this ematl only
if necessary.

Cornerstone Real Estate Advisers is a frading name of Cornerstone Real Estate Advisers LLC,
registered with the U.5. Securities and Exchange Commission as an investment adviser.
Cornerstone is a member of the MassMutual Financial Group.

@

https://owa.baycounty .net/owa/?ae=Item&t=1PM.Note&id=RgAAAABP5SBZROFdwT4y4fkP2vT%2bwBwB0q... 7/3/2012
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77312012

REFUNDS: FOR THE MONTH ENDED JUNE 30, 2012

EMPLOYEE/ CONTRIBUTIONS PROQCESSED DEPARTMENT TERMINATION
BENEFICIARY REFUNDED ON TERMINATED DATE
Rosenbrock, Norman 9.720.09 08/18/11 BABH 04727112
TOTAL REFUNDS: 9,720.09
RETIREE CONTRIBUTIONS DEPARTMENT EFFECTIVE
TRANSFERRED DATE
Hanover, Ricky 86,450.55 Sheriff 05/13/12
Stagray, Timothy 52,173.08 BABH 06/01/12
Sheeran, Joe 111,151.36 Deferred - General 05127112
Hansford, Marilyn 26,934.63 Deferred - BMCF 07/01/12
Nichols, Jimmie 37,164.31 Deferred - General avrsM2
NO REFUNDS ACCUMULATED UNION DATE
EMPLOYEE NAME CONTRIBUTIONS GROUP TERMINATED
Meldrum, Kaytlyn 73.03 BMCF 212012
Vandenberg, Cynthia 29.63 BMCF 214112
102.68
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