BAY COUNTY RETIREMENT BOARD OF TRUSTEES AGENDA
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BAY CITY, MI 48708

CALL TO ORDER
ROLL CALL

ELECTION OF OFFICERS: CHAIRPERSON & VICE-CHAIRPERSON -
(Finance Officer, Crystal Hebert to conduct election)

MINUTES
A NOVEMBER 12, 2014
B. DECEMBER 9, 2014

PUBLIC INPUT
PETITIONS & COMMUNICATIONS

A EAGLE ASSET - CLAY LINDSEY

B. MFS U.S. & INTERNATIONAL GROWTH FUNDS - KIM
HYLAND

C. MONTHLY REPORTS - No. 2015-1
1. PORTFOLIC VALUE - 1/1/2014 & 12/31/2014

2. CHANGE IN BOOK AND MARKET VALUE -
10/31/2014 & 11/30/2014

3. MONEY MANAGERS ON WATCH - (EFFECTIVE
PATE)
a. NONE

4. MONEY MANAGER REPORTS

BAIRD - ENDING 11/30/2014
CORNERSTONE - ENDING 11/30/2014
EAGLE ASSET MGMT - ENDING 11/30/2014
HOTCHKIS & WILEY - ENDING 11/30/2014
LOOMIS SAYLES - ENDING 11/30/2014
MFS INVESTMENT - ENDING  11/30/2014
MFS HERITAGE TRUST - ENDING
11/30/2014

h. MACKAY SHIELDS - ENDING 11/30/2014

wme a0 o

5. RECAPTURE SERVICES

a. ABEL/NOSER - SUMMARY ENDING
10/31/2014 & 11/30/2014
b. CAPIS - SUMMARY ENDING 11/30/2014
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6. NORTHERN TRUST

a SUMMARY EARNINGS - ENDING
11/30/2014

7. REFUNDS/RETIREMENTS ENDING 12/31/2014

8. BCERS YTD BUDGET REPORT - ENDING
12/31/2014

9. APPROVED EXPENSES - ENDING 12/31/2014

D. RETIREMENT ELECTION RESULTS GENERAL GROUP

E. CORPORATION COUNSEL
1. BCERS SECURITIES LITIGATION POLICY - No.
2015-2
¥ SECURITIES LENDING AGREEMENT ADDENDUM AND

AMENDMENT - No. 2615-3

G. NOTICE OF PUBLIC MEETINGS 2015

H. CORRESPONDENCE - REBALANCE ASSET ALLOCATION
1. EAGLE ASSET
2. INTEGRITY

ANNOUNCEMENTS

A NEXT REGULAR MEETING - FEBRUARY 10, 2015 AT 1:30
P.M., COMMISSIONERS CHAMBERS, 515 CENTER AVENUE
4™ FLOOR, BAY CITY, MI 48708

UNFINISHED BUSINESS

NEW BUSINESS

MISCELLANECUS BUSINESS

ADJOURNMENT
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NOTE: In addition to these typed minutes, this board meeting was also taped. These tapes are available for
review in the Refirement Office

A meeting of the Board of Trustees was held on November 12, 2014 at 1:30 p.m.
in the Commission Chambers, 4th Floor, Bay County Building, 515 Center Avenue,
Bay City, Michigan. Roll c¢all taken.

Trustees Present: Mr. Brzezinski, Mr. Gromaski, Mr. Herek, Mr. Pett, Mr.
Starkweather, and Ms. Goetz.

Trustees Absent: Chairperson Gray, Mr. Morse,

Alsoc Present:

Consultant: The Bogdahn Group: Peter Brown.
Finance Officer: Crystal Hebert

Retirement Administrator: Rebecca Marsters
Corporation Counsel: Shawna Walraven

The meeting was called to order by Co-chairman, Richard Brzezinski at 1:35
p.m,

1. Moved, supported and carried to excuse Chairman Gray.
2. Moved, supported and carried to excuse Trustee Morse and Herek.
Trustee Herek entered the meeting at 1:42.

3. Moved, supported and carried to approve the minutes, as printed, from the
October 92, 2014 regular meeting.

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

Present today is Mr. Peter Brown from The Bogdahn Group of Chicago, Illinois
to present the third quarter report for 2014. A copy was provided to all
Trustees, in advance, via the web. Mr. Brown refers to page 2 describing the
market performance for the third quarter. Large cap blue chip saw positive
performance. International markets were negative. Mid caps and small cap
stocks underperformed and were negative compared to a year ago where they were
returning 20% to 30%. Fixed income was slightly positive., TIPS was down 2%.

The Bay County Portfolio began the gquarter with a total market value of
$306,766,00. The guarter ended slightly below $300 million at $299,792,000.
That was a result equally of net outflows to pay for some benefits, but then
also slight negative return on investment. That was a result of our exposure
te the domestic markets specifically the mid caps and small caps.

Recapping the physical year to date and one year on a rolling calendar basis.
The good news is that we have captured the strong returns that have gone in
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market place. On the fiscal year, for nine months, there were cutflows of -3%9
million and positive returns of $13.6 million for a net gain of roughly $4.3
million. Similar on a one-year basis, we have had a net gain of a little over
$20.5 million.

We remain within our investment guidelines in terms of asset allocation
targets. 1In terms of where the portfolio stands in regards to asset
allocation, for the most part we are pretty close to our targeted allocations
with a slight overweight in domestic equities, a slight underweight in
international equities. We still have not funded that private U.S. real
estate portion teo Prudential. That looks like it will be funded probably in
March 2015,

In terms of returns, we have had a slight pullback in the quarter. The

portfolio is down about 1.2% which is a little bit below median, but ahead of
the investment policy, which is down 1.33%. Year-to-date for the nine months,
positive returns with 4.6% better than median at 40" percentile, but slightly

behind cur fund policy which was at 4.8%. ©On a rolling one-year basis, really
good news across the board being positive 11.8% being top guartile and also
our investment policy which was up 11.6%. The fund is performing as expected.
We do not have any major concerns. With regard to the underlying investment

managers, for the most part they are performing in line with their benchmarks
if not ahead and in general better than median or top quartile.

The international portfelio is down aboubt 6.4% significantly below the
benchmark, which is the Morgan Stanley Composite Index for the EAFE which was
down 5.9%. Year-to-date, the portfolio was down 2.6% compared to the index
being down 1.4%. Barings, which was terminated in August, was down almost 10%
for the guarter.

The fixed income portfolio was an average performer within the 51°* percentile
for the quarter up 0.07% ,but on a year-to-date basis better than median and
ont a one-year basls also better than median up 6% versus the broad based
Barclay aggregate which was 4%.

The real estate allocation, Cornerstone REITs was down 3% which was pretty
much in line with the broad based NAREIT index which was down 3.2% and the
broad based REIT median which was down 2.6%. On a year-to-date basis they are
up roughly 14.5% ahead of their benchmark and on a one-year-basis positive up
15.6%.

Trustee asked if the performance was due to being so heavy in stocks, close to
70%, which is on the high side, so when we have a down market, aren’t we kind
of riding a little further? Mr. Brown responded yes, that is right. More
volatile. Larger public plans tend to be more aggressive closer to that 70/30
if not even 75/25 asset allocation between stocks and bonds. The rolling two,
three, and five-year were so good because of the large exposure to stocks and
having a great run.

Trustee asked as far as the REIT negative quarter,is it because interest rates
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were starting to show some uptake and is that what we should expect if interest
rates start to rise? Mr. Brown responded REITs are real estate so over the
long term, say rolling eight to ten-year period a full real estate cycle, REITs
are going to have returns similar to private real estate. REITs as a publicly
traded entity is a very small sector. There are only about 300 publicly traded
companies. The entire capitalization of all of those companies together do not
even equal Microsoft. So, imagine now you have all these investors looking to
get into the market place. As a result, the only way for people such as you
and me to get into institutional real estate is through the REIT market so that
lends for a lot of retail investors. In the short term, they are going to be
volatile. 1In the long term, you are going to see more steady type returns. We
are looking on a long-term basis to add diversity to the portfolio. We are
also broadening our real estate exposure now with prudential which we will fund

hopefully within the next six months or so. That will add a smoothing
component.

Mr. Brown answered guestions from Trustees and concluded the presentation.
4. Moved, supported and carried to receive the report from The Bogdahn Group.

5, Moved, supported and carried to receive Portfolio Value from January 1,
2014 to October 31, 2014. The value today is $306 million. Portfolio
reports from Baird, Columbia, Cornerstone, Hotchkis & Wiley, Proxy summary
vote Hotchkis & Wiley, Integrity, Loomis Sayles, MFS Heritage Trust, Proxy
summary vote MFS Heritage trust, MFS investment, and Mackay Shields all
ending September 30, 2014

G. Moved, supported and carried to receive recapture services reports from
Abel/Noser and Capis ending September 30, 2014.

7. Moved, supported and carried to receive Refunds/Retirements for the month
ending October 31, 2014.

8. Moved, supported and carried to receive BCERS Year-To-Date Budget report
ending October 31, 2014.

9. Moved, supported and carried to approve entering into an agreement to
authorize delivery of reconciliation data with Mackay Shields.

Discussion: Mr. Brown stated Mackay Shields is retaining a third party service
provider to provide return information to all their clients. They have
multiple clients, multiple facilities, multiple relationships and somebody has
to report the same information over so they are using a service provider. That

is essentially a report generator for them. It is common and is something The
Bogdahn Group would approve.

Next on the agenda is Ms. Walraven with Corporation Counsel regarding the
service retirement procedures. This is a procedure that is supposed to be
helpful for members and anyone planning retirement. It lays out the documents
they will need and what they can expect when they are preparing for retirement.
Motion needed to receive the administrative procedure.

3
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10. Moved, supported and carried to receive the Service Retirement Procedures.

Ms. Walraven answered questions regarding the ordinance language and the 30 to
90-day window before retiring. Trustee asked about health issues during the 30
to 90 days. Ms. Walraven stated these are the guidelines and is unsure of how
things have been handled in the past. It is obviously a Board decision. These

are procedures, guidelines, and goals. They are also using it as a planning
tool.

The next item was an ordinance of the amendment to Bay-Arenac Behavioral Health
Authority. This is their proposal to reduce their multiplier, increase their
retirement age and increase their vesting period. This item will be in front
of the Board of Commissioners for consideration today. Ms. Walraven brought it
to the Board’s attention as an item to receive.

11. Moved, supported and carried to receive the BABH ordinance change.

Next, Ms. Walraven stated at the last meeting there was a motion to go out for
RFQ for actuarial services. A motion is needed to include authorization to
enter into the contract for an actuarial firm that is selected by the RFQ
committee.

12. Moved, supported and carried to approve giving the Board Chair the
authority to enter into a contract for actuarial services with a firm that
is selected by the RFQ committee.

The next item on the agenda was a presentation by attorney Thomas Michaud to
present education on securities litigation. Mr. Michaud was unable to attend
today.

Scanning update: Ms. Marsters stated phase one, which is preparing the files
and making copies of any odd shaped or damaged documents and removing staples
is about 45% complete. Skipping phase two, we are partially into phase three,
which is putting the files in order and finalizing them for scanning. These
are for the retirees files and they are the most time consuming because they
are, obviously, the thickest files and some of them are over 100 pages. This
phase will probably be completed by the end of December or beginning of
January. We are looking at having the files all ready for the scanner to come
in some time maybe March or April at the latest.

ANNOUNCEMENTS :

A, Next regularly scheduled meeting will be Tuesday, December 9, 2014 at 1:30
P.M. in Commissioner’s Chambers, 515 Center Avenue =~ 4' Floor, Bay City,
MI 48708.

UNFINISHED BUSINESS: None
NEW BUSINESS: None
MISCELLANEQUS BUSINESS None
ADJOURNMENT :
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13, Moved, supported and carried to adjourn the meeting at 2:15 p.m.
Respectfully submitted,

CrystalHebert
Finance Qfficer/Secretary

Transcribed by: Tracy Cederquist

]




MEETING OF THE BCERS BOARD OF TRUSTEES COMMITTEE
NOVEMBER 12, 2014

IN THE BOARD OF COMMISSIONER'S CHAMBERS, LOCATED AT 515 CENTER AVENUE, 4™ FLOOR,
BAY CITY, MI 48708

MEETING CALLED TO ORDER BY: CO-CHAIR RICHARD BRZEZINSKI AT __1:35 P.M,

TRUSTEE 1 2 3 4 5 6 7 8 9 10
BRZEZINSKI Y Y Y Y Y Y Y Y Y Y
COONAN Y S-Y M-Y Y Y Y Y 5-Y Y Y
GRAY E E E E = E E E E E
GROMASKI Y Y Y S-Y S-Y S-Y Y Y Y Y
HEREK Y Y Y Y Y Y Y Y Y S-Y
MORSE E E E E E E E E E E
PETT S-Y M-Y S-Y M-y M-Y M-Y M-Y Y S-yY Y
STARKWEATHER M-Y Y Y Y Y Y Y M-Y M-Y M-Y
GOETZ Y Y Y Y Y Y S-Y Y Y Y
TRUSTEE 11 12 13 14 15 16 17 i8 19 20
BRZEZINSKI Y Y Y

COONAN Y S-Y M-Y

GRAY £ E E

GROMASKI 5-Y Y Y

HEREK Y Y S-Y

MORSE E E E

PETT M-Y Y Y

STARKWEATHER Y M-Y Y

GOETZ Y Y Y

CODE: M - MOVEIY § - SUPPORTED; Y-YEA; N-NAY; A-ABSENT; E-EXCUSED
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NOTE: In addition to these typed minutes, this board meeting was also taped. These tapes are
available for review in the Retirement Office

A meeting of the Board of Trustees was held on December 9, 2014 at 1:30 p.m.
in the Commission Chambers, 4th Floor, Bay County Building, 515 Center Avenue,
Bay City, Michigan. Roll call taken.

Trustees Present: Chairperson Gray, Mr. Brzezinski,Mr. Cocnan, Mr. Gromaski,
Mr. Herek, Mr. Morse, Mr. Pett, and Mr. Starkweather.

Trustees Absent: Ms. Goet:z

Alsc Present:

Consultant: The Bogdahn Group: Howard Pohl and Peter Brown.
Finance Officer: Crystal Hebert

Retirement Administrator: Rebecca Marsters

Corporation Counsel: Shawna Walraven

gutside Counsel: Thomas Michaud

The meeting was called to order by Chairman, Steve Gray at 1:31 p.m.
1. Moved, supported and carried to excuse Trustee Goetz,

2. Moved, supported and carried to approve the minutes, as presented, from
the October 23, 2014 regular meeting.

3. Moved, supported and carried to revisit the minutes of November 12, 2014,
at the January 13, 2015 meeting with correction to The Bogdahn Group’s
third quarter report of fixed income being up 0.07% and not 7%.

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

Present today are Mr. Larry Fumarolo and Mr. Don Anderson from Northern Trust
from Chicago, Illinois to present on Securities Lending. A copy of the
presentation was provided to all Trustees, in advance, via the web.

Mr. Anderson went through a quick review on how lending works, the legislative
change affecting the collateral pools and then reviewed the fund’s earnings.

He gave an overview of the Northern Trust’s securities lending program. As of
September 30", they have $874 billion securities available, 377 clients
participating in the program. BAbout $117 billion in loans outstanding to
borrowers. They work with 53 different approved borrowers. They have Z4-~hour
trading in 52 different world-wide markets. About 190 people working in
securities lending world-wide through four different trading desks in Chicago,
London, Toronto, Hong Kong as well as operation people in India. In terms of
collateral, they manage about $121 billion in collateral, $81 billion in cash
and $40 billion in non-cash. That is all managed by Northern Trust short
duration fixed income.
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Mr. Anderson explained who lends securities and who borrows securities. He
stated lenders are generally long-term institutional investors that have a
pool of assets available to lend. The reason they lend is to add some
interval inceme to the overall investment program. He stated borrowers are
the large broker dealers of the world who borrow to help with settlement
obligations, cover short sales, as well as, certain arbitrage strategies they
rumn.

He explained how a transaction worked. There are three parties to every
transaction, yourselves as the client, the borrower, and Northern Trust acting
as the agent. The way the transaction works is either Northern or the
borrower can initiate the lecan and that starts the negotiation process. 1T
Northern is lending something like an IBM or a Microsoft, the way they
initiate the loan, is they simply create what they call an availability file,
an electronic file that is available to the borrower saying they will lend TIBM
and this is what they want you to pay us. They create essentially a need file
and say they need IBM. They run those two files against one another and as
long as they match up what a borrower is willing to pay and they are willing
to lend at, they have a transaction. He explained if there is a security with
a lot of value, for example, Sears, they will start calling multiple borrowers
and say they have Sears available and are willing to lend it for 1000 basis
points, as an example. Once the loan is negotiated, they take in collateral.
In Bay County’s case, it is cash collateral. They will take in 102% of the
value of domestic security and 105% for international securities. They will
always over collateralize. They then reinvest that cash collateral on fund’'s
behalf. While the security is out on loan, if the value of the security goes
up, they get more collateral from the borrowers. If the security goes down,
they give some collateral back to the borrower so that they are back to that
102% or 105%. That is done on a daily basis. Al the end of the trade, the
borrower returns the security to us and we return the ceocllateral to the
borrower. That is really operationally how securities lending works and the
trades and negotiating process.

Trustee Herek asked where the risk was, Mr. Anderson responded he would get
to that in a couple of minutes.

He explained there are really two components to the securities lending income.
One is called reinvestment spread and the other is intrinsic value spread.
When they loock at the transaction, they really base everything off of the
Federal Fund’s rate. They have that cash, they reinvest that cash. Whatever
ig earned above the Federal Fund’'s rate, is considered the reinvestment
spread. Then the borrower will also essentially pay us a fee. When we are
borrowing an IBM or a Microsoft, they might be paying us that 5 basis point
fee, but then when borrowing Sears, that is when they may be paying a fee of a
1000 basis points. It is really driven by the value of individual security
how much that intrinsic value spread or lending spread is worth. The two
spreads together give you your total securities lending spread.

Mr. Anderson gave a dollar example of what a trade looked like and the

<
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breakdown of fees and the earnings for the client. Northern takes a fee for
acting as the agent in the transaction and what is left is the earnings that
go back to the client. That is how the revenue is actually generated from a
leoan.

Trustee Brzezinski asked what happened when the interest rate changes and
asked if spreads just stay funded all the way through or as rates go up did
the spread change. Mr. Anderson stated the spreads are what they call the
general collateral loans. So, the IBM'’s and Microsoft’s of the world, those
probably widen a little bit. When those spreads get out to 5% or 6%, the
borrower is not as concerned about what they get back. Saying okay, you can
invest it at 6% and you give me 5.5% back, that’s fine. 8o that may change as
interest rates go back up. The value of the securities are going to go up and
their spreads go out anyway. The interest rate will not have much change in
that.

There are really four major risks that they look at in securities lending.
The first is borrower risk. That is the risk that somebody they lend the
security to defaults while they have your security. What Northern Trust does
is indemnify you against that risk. They will take the collateral and buy
securities. If for some reason that collateral does not cover what Northern
Trust buys, that is still their responsibility to replace your security.

Trade settlement risk, is the risk if one of your managers sells a security
that is on loan. The first step we take, is we try to reallocate that loan to
another participating client. If reallocation does not work, they start
negotiating with the borrower. If the borrower does not give the security
back, Northern Trust has the option of seizing collateral and can execute a
buy-in on the security and go out and buy it in the market so that your trade
will be settled.

The next two risks are really associated with taking cash as collateral and
reinvesting it. The first is cash collateral reinvestment risk. That is the
risk if something goes wrong with one of the securities that we buy in the
collateral fund. Unfortunately, Northern Trust lived through this in 2008
with the Lehman Brother’s security and it became apparent in your collateral
fund. Just like any other investment, that investment risk really does reside
with the client. So, we changed our guildelines. They are much more
conservative then they were in 2008; shorter duration and a higher credit
quality are really the highlights of where those guidelines have been changed.
T will talk a little bit about that again as we go forward. The answer to the
interest rate risk question, if you think about that initial transaction, we
are saying that funds raise at 15 basis points and we are investing at 20
basis points. If the Fed does come along and increases interest rates up to
50, all of sudden we are invested at 20 and we are starting our transaction at
50, so we could find ourselves kind of behind there on the interest rate side
of the transaction. Really, it is up to Northern Trust to manage that
portfolio between our portfolic managers and our economists anticipating when
that interest rate increase will actually come along. Two of the key things
that they do there is keep a significant amount of the portfolio in overnight
securities as well as floating rate securities so they will reset if there is

7
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an interest rate reset. The current interest rate environment is going to
price in, in 2015 interest rate increase but our managing director of fixed
income actually thinks they will probably push out until 2016. That is not a
near-term risk, but it is certainly a risk that is out there and that is a
risk that we share with you. If for some reason you cannot cover that rebate,
that is a risk we share at the split level with you.

Mr. Anderson explained the regulatory changes affecting banking and securities
lending. The two things he mentioned are first, counterparty concentration
limits. What this is doing is eliminating Northern Trust’s exposure as an
overall organization to the other large banks of the world, the JP Morgan'’s,
the Goldman Sach’s, for instance, They are limited to have no more than a 25%
exposure of their capital to any of those organizations. 1In securities
lending business, Goldman Sach’s is their largest borrower and they are
typically in the high teens in terms of their program so there is not really a
counterparty concentration risk specific to securities lending there.
Securities lending is part of that calculation for Northern Trust as an
organization. More importantly, is the Volcker Rule and the impact of the
Volcker Rule on securitles lending. The current fund that Bay County is in,
the Core USA Fund, relied on an exemption from the U.S. Investment Company Act
of 1940 that allowed us to run the fund under its current structure. Northern
Trust is no longer allowed to run the fund under the existing structure. They
basically have to close the fund by July 2015 and change the structure of the
fund. They are really taking the existing investment guidelines. They are
not changing how they are investing, but rather than being governed by an
internal Northern Trust Committee and investment gquidelines, the fund will now
be governed by a Trust declaration, a fund declaration, and a Board of
Northern Trust Senior Management overseeing the fund. They are increasing the
governance of the fund so it is now being managed as a collective fund rather
than as simply an unregistered fund. The key is the guidelines do not change;
the governance of the fund does. That is what they brought to execute this in
terms of an addendum such that Bay County’s Fund can continue to participate
in lending. Along with that fund, which is called SL Core STIF, they are also
making another fund available to clients called the Northern Institution of
Liquid Asset Portfolio or NILAP. This fund is actually a SEC registered 2a7
money market fund. It is managed a bit more conservatively than the SL Core
STIF fund will be, but it is another option that 1s available to clients to
participate in securities lending. Those were really the key highlights in
terms of what the Volcker Rule is forcing Northern Trust to do and what the
funds look like.

Mr. Anderson talked about the Bay County’s fund and earnings. The existing
fund that is in the CORE USA collateral fund. They have about $28 to $29
billion in assets under management. It is a short duration fund specifically
designed for participating securities lending clients. In terms of what it is
invested in, primarily the largest investments are certificates of deposit,
time deposits with other banks and repurchase agreements. Mr. Anderson stated
they typically keep a large degree of the fund in overnights, just under 20%.
He stated 20% is really their minimum so they have dipped below the minimum at
the end of October. They typically run that in the 25% to 30% range. They
had over 12% maturity in 2-15 days. That is the structure of the Core USA
fund. The SL Core STIF fund will be run virtually the same as this. It is

/0
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following the same investment guidelines.

Mr. Pohl asked how the second fund was more conservative. Mr. Anderson
responded that the primary difference is that fund will likely hold more
treasuries than the SL Core STIF fund. The other difference is the SL Core
STIF Fund can buy repurchase agreements that are backed by equities or
corporate debt and although the NILAP fund can, it is capped at 5% whereas the
SL Core STIF fund can go up to 25% in those types of repurchase agreements.

To clarify on those repurchase agreements, a repurchase agreement backed by
treasuries is typically collateralized at 102%. A repurchased agreement
collateralized by equities or corporate bonds, would be collateralized at 110%
or above. So, though there is more yield there and there is potential for
more risk, there is a higher degree of collateralization there as well.

Page 13 shows a year over year comparison of your earnings. Earnings are down
about $13,000 and really almost all of that is coming out of the U.S. Equities
again. The difference is in the percentage on loan and when I look at the
percentage on loan is U.S. equities, your percentage on loan actually was
exceptionally high relative to other clients. Typically they will see high
teens maybe 20% of U.S. Equities on loan and your actually up at well over 30%
and it dropped to about 30% this year. So actually your utilization of
percentage on loan is very high in U.3. equities but dropped back down in the
last year.

Trustee Brzezinski asked if there is a typical reason why that would occur.
Mr. Anderson responded that it is really just supply and demand more than
anything, a change in demand from borrowers.

Your top ten earnings are generating about 17% of your earnings and that tells
me really your earnings are diversified. You are not reliant on a particular
individual hot stock to generate the bulk of your earnings. You do have a hot
stock, Go Pro, which is generating about 4% of your earnings. You can see the
spread on that was almost 5,000 basis points, but it is not a large holding
which is why it is not generating 10% or 20% of your earnings. It is only
generating about 4% but it was a very hot stock and very much in demand from
borrowers. The biggest reason is it was a very big short in the market.

Those are the two things I wanted to highlight there for earnings.

He talked about transparency.

Mr. Pohl commented - You are showing a 60/40 split at this time and I know
that is a negotiable amount. Mr. Pohl stated that something 70 or higher
would be more appropriate and asked about a favored nations clause to give the
client the higher split. Mr. Anderson stated they typically do not do any
kind of favored nations clause. When they set up the fee splits, they look at
the overall relationship and really where revenues come from on the custody
side and any other products that are utilized by a particular fund. That is
something they would have to look at a bigger picture.

Mr. Pohl stated again he did not think that anything less than 70 is

appropriate from what his experience has been. Mr. Fumarclc stated they
would take a look at it and get back te the Board.

/l
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Ms. Walraven commented on the mitigating factors that were discussed and the
risk and asked if those would be available both in the collateral pools.
Mr. Anderson responded as yes.

Mr. Michaud asked Mr. Anderson to explain, in terms of when the securities are
out on loan, the dividend and proxy voting rights just for the information of
the Board. Mr. Anderson responded that all dividends are still your property
but they are considered manufactured dividends so you are credited on the due
date you should get the dividends. Then basically we go to the borrower and
get that dividend. You are paid the date it is due. You have the rights to
all dividend, interest payments, everything. The one thing you do not have is
the right to vote your proxy. If your security is out on loan, that moves with
the security so the borrower can then vote the proxy.

Mr. Michaud asked about what type of indemnification would be considered from
the bank standpoint in terms of if there was a default on some type of
investment in the collateral pool. Mr. Anderson responded the collateral pool
is not an indemnified product. It is an investment product. What I can tell
you is given the history what Northern Trust did. We have the Lehman default
and the Lehman security in the portfolio is Northern Trust made a contribution
to the fund, a cash contribution as well as changed your fee split for 1 year
in your favor obviously by 20%. That actually generated about an extra $14,000
directly to the plan in taking those steps.

Mr. Michaud asked if Northern Trust would sign on then as a fiduciary in terms
of investing collateral. Mr. Anderson responded that could be negotiated.

Mr. Michaud asked in terms of investing the collateral pool, if the investment
guidelines were provided to the investment consultant and how often they
changed. Mr. Anderson stated he did not know if they had been shared with the
consultant or not and they certainly could be provided. He stated they
changed infrequently.

Mr. Michaud suggested that the investment guidelines, for whatever fund the
Board ultimately elects, be provided to the investment consultant along with
the periodic holdings of the collateral pool. Mr. Michaud asked in terms of
the investment guidelines, what kind of risk parameters they had. Mr.
Anderson responded no more than 13 months other than with government notes
which can go out two years. They do have specific limits in terms of exposure
to issuance of 5%. They have limits in terms of Repo common counterparties
that were mentioned and he believed it is no more than 10% to any individual
counterparty; nho more than 25% in what we call non-standard or non-government
Repo with a minimum of 20% overnights. No more than 40% overnight, 7 days. He
didn’t know them all.

Mr. Michaud asked if there was a sub advisor that the bank retains to invest
the collateral or manage it. Mr. Anderson stated it is all Northern Trust
asset management.

Mr. Michaud asked if the cash management or money market funds participated in

the securities lending program. Mr. Anderson stated the money market funds
are not. But if you are asking about the co-mingled index products? Mr.
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Michaud stated, yes, those funds also. Mr. Anderson stated there are some
funds we offer both and stated it was an election the client could participate
in.

Mr. Michaud stated he alsc echoed Mr. Pohl’s comments akout the fees generally
received. A little bit of a different fee arrangement in our experience so if
you could give that some consideration, that would be helpful.

Chairman Gray asked Mr. Anderson and Mr. Fumarolo how long it would take to
have a final proposal back to Howard, our Finance Director, and Legal
regarding Northern Trust’s rates. Mr. Anderson and Mr. Fumarolo stated by the
end of the week.

Chairman Gray stated they would like to take action on it at the next meeting.

Mr. Anderson and Mr. Fumarolo answered questions of the Trustees, conclude
their presentation.

4. Moved, supported and carried to receive both of the reports from Northern
Trust.
9. Moved, supported and carried to receive Portfolio Value from 1/1/2014 to

11/30/2014. The value today is $307,237,000.

6. Moved, supported and carried to receive portfolio reports from Baird,
Cornerstone, Eagle Asset, Geneva, Hotchkis & Wiley, Loomis Sayles, MFS
Heritage Trust, MFS Investment, MacKay Shields, and Schroder all ending
9/30/2014 and 10/31/2014,

7. Moved, supported and carried to receive the recapture services report
from Abel/Noser ending 10/31/2014.

8. Moved, supported and carried to receive the recapture services report
from CAPIS ending 10/31/2014.

9. Moved, supported and carried to receive Northern Trust’s Summary Barnings
ending 10/31/2014.

10. Moved, supported and carried to receive Refunds/Retirements for the month
ending 11/30/2014.

11. Moved, supported and carried to receive BCERS Year-To-Date Budget report
ending 12/3/2014.

12. Moved, supported and carried to approve the Public meeting and Speaker’s
schedule for 2015.

Item K - Agenda Format Change:
Ms. Walraven worked with the Retirement Department on formalizing the process

so that they will have good records of things that are passed. Formal
resolutions and a list of Board BAction after they have been approved. You
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will see a big change in how things are submitted in terms of direct
resolutions and memos Lo Lthe board but it will speak to formalize the process
and maintain records going forward. A sample was provided in the agenda
packet.

Trustee Starkweather asked if it was Jjust a change in the outline with the
subparagraphs. Mr. Walraven stated currently they do not have any memos
submitted or resolutions. This would be a big change.

Mr. Pett asked if this change was to make things consistent with the other
boards and wondered if it was the easiest way to go. Ms. Walraven stated that
currently there was no way to search the PDF files to look up past actions of
the Board. One would have to go through and read all the minutes to find
things. This way there would be a list of Board Action each month. It is the
best way she knows how. It seems to work well for the Board of Commissioners,
put it is a learning process. She stated she would be happy te amend this
process at any time. Rebecca and Tracy worked with Deanne to kind of
formalize this and it would create a mirrored process of the Board of
Commissioners so it is kind of something that we know how to do. Mr. Pett
wanted to make sure they move to this process because it was easy and not just
because somebody else is doing it. Ms. Walraven stated it is obviously not
the easiest but it 1s the best way to maintain records with a little bit of
leqg work at the beginning.

13. Moved, supported and carried to approve the change of format to the
Agenda.

Corporation Counsel Item L - Advisor and Consultant review process:

Ms. Walraven had originally proposed this policy today, but asked that it be
referred back to Administration. She explained they are in the middle of the
RFQ process for actuarial services It was first time doing an RFQ for
actuarial services in 65 years and stated she would like to do things kased on
the processes and the learning experiences they are having now. Chairman Gray
stated he would like to sit down with Ms. Walraven and look it over before it
is finalized and comes back to the Board.

Item M - Securities Litigation:

Mr. Michaud stated they like to talk to their clients about securities
litigation and have a policy addressing securities litigation. Mr. Michaud
brought an educational background piece and gave copies to the Board. He
stated that MNorthern Trust had just made a presentation a couple of months ago
regarding securities litigation and that he would focus on the early stages of
litigation. He explained what securities litigation was and how it worked. He
explained about fraud and wrong doing, mismanagement and the law suits that
derive from these actions. You are participating in securities litigation
whether you want to or not by virtue of the fact that you are an institutional
investor. From your standpoint, there are securities that are contained in
your portfolioc often times that are part of those actions. He talked about
different cases like ENROMN and Lehman Brothers.
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There are anywhere from 150 to 200 cases filed in a year. There are a number
of cases that are pending. Those are securities that you may or may not hold.
As your custodian indicated, over time, you are holding some securities that
do show up on that list. From that standpoint, you are passively
participating in the securities litigation process to begin with.

He referred to page 7 showing that these cases are filed and pursued. He
explained about instances where institutional investors participate as lead
plaintiffs and being actively involved in the litigation as a class
representative, as someone who is there on behalf of the investors who
invested their security. He explained about the law PSLRA and how it is
really designed to have institutional clients take a more active role in these
types of activities to really set a standard and prevent these actions going
forward in the future. Mr. Michaud explained how being a lead plaintiff
worked. He explained about the services of lawyers and how fees were paid and
about monitoring services. He also talked about the monitoring processes
through the custodial bkanks.

Chairman Gray stated the Board has yet to adopt a policy that deals with
securities litigation and how we are going to approach it. Northern Trust
gave a presentation on securities litigation a couple of months ago. Chairman
Gray believes Northern Trust has done a great job on harvesting a very high
percentage of what is out there to get. He stated the question for the Board,
as Ms. Walraven finalizes this policy, is if the Board is comfortable sticking
with just having Northern Trust take care of this or does the Board to wish to
expand into entering into some other agreements to have other people watching
over it as well as Northern Trust. He stated they could take it up today or
next month.

Trustee Herek asked if it was true that others firms would monitor at no cost.

Mr. Michaud explained how the custodian deals with the back end of the process
in terms of filing the claims. The monitoring is the front end of the
equation. So different security firms will work with your custodial bank to
access your statements and look at them. IFf they think there is an issue,
they will bring it to your notice. He explained that you could have 5 firms or
10 firms monitoring at no cost. They are reviewing the portfolio and getting
recommendations. In the event that they bring to your attention that there is
a holding that there was a loss and they are recommending you pursue that
action, the Board has the ability to take action in that case. There is no
obligation to go with that firm that brings it to your attention. You can
pick some other firm. You always make sure that is very clear. In the event
that you do pursue a case with a law firm, it is on a contingency basis.

These class actions are done on a contingency basis. If a case is brought and
you are appointed lead, then lead counsel is pursuing the case and there is a
recovery whether it is through a settlement or through some other trial, there
is an asset at the end of the day that is recovered, they will get a
percentage of those assets. It is usually in the neighborhood of 25%. So, if
there is a recovery, the attorneys will get paid. If there is no recovery,
they don’t give you an invoice or hourly bill. There is no expense that the
system pays. But, if there is a recovery, you are paying your pro-rated share
of their legal fees and that is called 25%. So you get 75% back of your
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damages and they get 25% in fees,

Trustee Herek: If they get the settlement, so let’s say somebody else brings a
suit, then Northern trust would get money on the back end once this other lead
counsel took their money off. So do you pay like twice then on the back end
of it?

Mr. Michaud responded no, Northern Trust is processing the claims. If $100
gets recovered, $25 goes to the attorney and $75 goes to the client. That $75
is sitting at the administrator’s desk until Northern Trust says here is the
group of claim, give me my $75 dollars. When Northern Trust does that, they
will get the $75 back with a very, very slight administrative charge to do
that, immaterial. But, you will get your $74.68 cents. You will get that
back and that is the recovery. You have paid 25% in attorney fees already.
You are not paying Northern Trust any additional legal fees or anything along
those lines. Those fees have already been paid because it has already been
patted out. What is sitting there on your behalf is what Northern Trust is
getting back to you. There are no double attorney fees or paying of the cost.

Trustee asked as the lead Plaintiff, if you would get a bigger share of the
settlement than you would have just filing general class.

Mr. Michaud Responded no, you get your pro-rated share. The idea though being
that as a lead plaintiff, you have negotiating ability to reduce the attorney
fees. Generally contingency fee everyone says is one-third. As an
institutional client, you are going to say we are not going to pay one-third.
We are going to pay 25%. So you are saving there.

Mr. Michaud also explained about the length of time a class action suit takes
and being more involved as a lead plaintiff as well as time and expense.

Trustee Brzezinski asked what the likelihood of being a lead plaintiff would
be for a fund of this size. Mr. Michaud responded in interest of your size,
surprisingly, based on his experience with funds that are $50 million, they

are actually in positions to pursue these types of cases. He explained about
the number of about 200 cases filed each year. These large pension funds are
not going to take on 200 cases and often times courts will say a client can

handle maybe 2 or 3 cases and 1f the cases are going on for 4-5 years, that

really forecloses a lot of these funds from taking on more cases. So a fund
of your size, there is a likelihood.

Trustee asked about co-lead. Mr. Michaud stated it is not unusual that maybe
a couple of clients will be co-lead. Courts generally like to have one lead
plaintiff.

Mr. Herek asked if it was plausible that somebody could be the lead counsel
and basically screw the case up so there is no recovery. Mr. Michaud stated
that does happen.

Mr. Michaud concluded his presentation.
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14. Motion that the policy on Securities Litigation reflect that to continue
to have Northern Trust be the only firm to represent the Bay County
Employees’ Retirement System under this policy.

Roll Call Vote:

Brzezinski: No
Coonan: Yes.

Gray: Yes.
Gromaski: Yes.
Herek: No

Morse: Yes

Pett: No
Starkweather: Yes.

Motion passes 5-3.

Chairman Gray asked Ms. Hebert whether it would be a possibility to start a
monthly report on the pension side that would show the ending balance the
previous month, gains, losses, cost of running the system, interest, and then
what the total is in the current month. Ms. Hebert stated that at this point
they record a lot of that information quarterly and the information is
available on a monthly basis. We receive daily manager mix reports with the
investment balances every day. Everything is kind of in a different slot and
she did not know if there was a summary report that could be run as a monthly
statement. Chairman Gray asked if she could work with Northern Trust. Mr.
Fumarolo, of Northern Trust, stated they could set up for certain reports that
could be brought automatically on a periodic basis, daily, weekly, or monthly,
in an email that could be sent to your inbox. You could just click on it with
your ID and password and the report would be right there instead of having to
go in and navigate. Chairman Gray asked they look at the various options and
then the Board will take that up in January.

ANNCUNCEMENTS :

A, Next regularly scheduled meeting will be Tuesday, January 13, 2015 at
1:30 P.M. in Commissioner’s Chambers, 515 Center Avenue - 4™ Floor, Bay
City, MI 48708,

UNFINISHED BUSINESS: None
NEW BUSINESS: None
MISCELLANEQUS BUSINESS None
ADJOURNMENT :

15. Moved, supported and carried to adjourn the meeting at 2:51 p.m.

Regpectfully submitted,

Soptal Wbt

Cryst Hebert
Finance Officer/Secretary

Transcribed by: Tracy Cederquist
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MEETING OF THE BCERS BOARD OF TRUSTEES COMMITTEE
December 9, 2014

IN THE BOARD OF COMMISSIONER’S CHAMBERS, LOCATED AT 515 CENTER AVENUE, 4™ FLOOR,
BAY CITY, MI 48708

MEETING CALLED TO ORDER BY: CHAIRPERSON STEVE GRAY AT __ 1:31 P.M.

TRUSTEE 1 2 3 4 5 6 7 8 9
BRZEZINSKI Y Y Y Y Y Y Y M-Y M-Y
COONAN Y Y Y Y Y Y M-Y Y Y Y
GRAY Y Y Y Y Y Y Y Y Y Y
GROMASKI M-Y Y M-Y Y Y Y Y Y S-Y Y
HEREK Y Y Y Y S-Y Y Y Y Y Y
MORSE Y S-Y Y M-Y Y S-Y Y Y Y Y
PETT S-Y M-Y S-Y S-Y M-Y M-Y S-Y S-Y Y
STARKWEATHER Y Y Y Y Y Y Y Y Y

GOETZ E E E E E E E E E
TRUSTEE 11 12 13 14 15 16 17 18 19
BRZEZINSKI M-Y Y M-Y N Y

COONAN Y Y S-Y Y Y

GRAY Y Y Y Y Y

GROMASKI Y Y Y Y Y

HEREK Y Y Y N M-Y

MORSE S-Y S-Y Y Y S-Y

PETT Y M-Y Y N Y

STARKWEATHER Y Y Y Y Y

GOETZ E £ E E E

CODE: M - MOVED; § - SUPPORTED; Y-YEA; N-NAY; A-ABSENT; E-EXCUSED
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No. 2015-1

BAY COUNTY RETIREMENT BOARD

1/13/2015
RESOLUTION
BY: BAY COUNTY RETIREMENT BOARD
RESOLVED By the Bay County Retirement Board that the following reports are received:
1. PORTFOLIO VALUE - 1/1/14 -12-31-2014
2. CHANGE IN BOOK. AND MARKET VALUE - 11/36/2014
3. MONEY MANAGERS ON WATCH - NONE
4 MONEY MANAGER REPORTS
a BAIRD - ENDING 11/30/2014
b. CORNERSTONE - ENDING 11/30/2014
c. EAGLE ASSET MANAGEMENT- ENDING 11/30/2014
d. HOTCHKIS & WILEY - ENDING 11/30/2014
e. LOOMIS SAYLES - ENDING 11/30/2014
f MFS HERITAGE TRUST - ENDING 11/30/2014
g MFS INVESTMENT - ENDING 11/30/2014
h. MACKAY SHIELDS - ENDING 11/30/2014
5. RECAPTURES SERVICES
a. ABEL/NOSER - SUMMARY ENDING 10/31/2014 & 11/30/2014
b. CAPIS - SUMMARY ENDING 11/30/2014
6, NORTHERN TRUST SUMMARY - ENDING
7. REFUNDS/RETIREMENTS -ENDING 12/31/2014
8. BCERS YTD BUDGET REPORT - ENDING 12/31/2014
9, APPROVED EXPENSES 12/31/2014
STEVE GRAY, CHAIR
AND BOARD
MONTHILY REPORTS
MOVED BY TRUSTEE
SUPPORTED BY TRUSTEE
TRUSTEE Y | N| E | TRUSTEE Y |N | E j TRUSTEE Y | N
Steve Gray Matthew Pett Thomas Herck
Richard Jon Morse Richard Gromaski
Brzezinski
Kim Coonan Thomas Kristal Goetz
Starkweather
Vote Totals:
Roll Call: Yeas Nays Excused
Voice: Yeas Nays Excused
Disposition;  Adopted Defeated Withdrawn

Amended Corrected Referred
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Baird Advisors
Fixed Income Market Comments
November 2014

Yields Fall, Curve Flattens

Treasury yields fell and the yietd curve Qlattencd modestly (see chart and table below) in November as declining energy prices
and economic weakness outside the US put downward pressure on inflation expectations. The European Central Bank indicated
its inclination to initiate Eurozone QE in order to ward off deflation and spur growth. Japan also remained committed to its
ultra-accommodative posture following the expansion of their QE program on October 31*. In contrasi, the Fed confirmed that it
still sees the current pace of domestic growth as sufficient to warrant raising the Fed funds rate sometime in 2015. This
divergence in central bank policies has afTected global capital flows this year with US markets (and the US$) being the major
beneficiaries.

Treaswry Yields
4.0% e Maturify Dee36,2013 Oct31, 2014 Nov30, 2014 1Mo Change  YTD Change
e N 1 0.11% 0.09% 0.12% 0.03% 0.01%
e B — e S SN X N (X R 7 B
£ NE Y Lle K (] -, (3 RN (]
v L COSLBM L as 2% 188% -0.06%  -0.57%
b L N BB e s 2w 206% 017% 08
S T T 30 3.97% 3.06% 2.89% O07%  -1.08%
I 3 35 10 . 30
Maturity
Corporate Yield Spreads Widen on Heavy Supply Gross Investment Grade Supply
Gross issuance of investment grade corporate bonds totaled over $100 billion {largest through 11-mos)
for the month of November, bringing the year-lo-daie total to $948 billion, the Year Supply (SB]n)
largest number on record (see table at right). The combination of heavy supply """ "201";“ s— 948
and fears of weaker global growth caused yield spreads on investment grade
corporates to widen 6 bps in November (from 118 to 124 bps), with longer 2009 934
bonds feeling the impact more sharply than short and intermediate maturities, 2013 883
Yield spreads on securitized sectors (e.g. MBS) were virtually unchanged on 2012 282

the ionth as supply was more manageable and demand remained strong.
Source: JP Morgan

Strong Returns, Except for High Yield

The decline in yields overshadowed the modest widening of spreads and all investment grade sectors enjoyed strong returns in
November, led by Treasuries (10.81%). Corporates (+0.63%) endured heavy issuance while MBS (+0.65%) and CMBS
(+0.67%) benefited from more favorable supply/demand dynamics. Municipals also managed a positive return (+0.17%) despite
an uptick in supply, but High Yield faltered (-0.73%) as demand was insufficient to absorb the increased supply, particularly in
the energy scetor {(which comprises 15% of the HY sector) where lower energy prices raised additional credit concerns on the
part of investors.

Total Returns of Selected Barclays Indices and Subsectors

Barclays Index/Sector November, YTD
U.S. Aggregate index 0.70% 5.86%
U.S. Gov't/Credit Index 0.72% 5.91%
1.5, Tntermediate Gov't/Credit Index 0.50% 3.45%
1.S. 13 Yr. Gov'vCredit Index 0.15% 1.03%
U.S. Treasury 0.81% 4.91%
U.S. Agency 0.51% 3.57%
MBS (Mortgage Backed Securities) 0.65% 5.92%
CMBS {Commercial Mortgage Backed Securities) 0.67% 4.02%
ABS (Asset Backed Securities) 0.25% 2.10%
U.8. Corporate - Investment Grade 0.63% 7.35%
Corporate High Yield -0.73% 3.96%
Municipal Bond Index 0.17% 8.50%
TIPS {Treasury Inflation Protected Securities) 0.26% 4.82%

Robert W. Baird & Co. Member SiPC
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Disclostires

This is not a complete analysis of every malerial fact regarding any company, industry ot security. The information has been obtained from
sources we consider to be reliable, but we cannot guarantee the accuracy.

Fixed income is generally considered to be a more eonservative investment than stocks, but bonds and other fixed income investments still
carry a variety of risks such as interest rate risk, credit risk, inflation risk, and liquidity risk. In a rising interest rate environment, the value of
fixed-income securities generally decling and conversely, in a falling interest rate environment, the value of fixed-income securities generally
increase. High vield securities may be subject to heightened market, interest rate or credit risk and should not be purchased solely because of
the stated yield.

Indices are unmanaged, and are not available for direct investment. Past performance is not a guaraniee of future resulls.

The Barclays Aggregate Bond Index is an index comprised of approximately 6000 publicly traded bonds including U.S. Government,
mortgage backed, corporate, and Yankee bonds with an average malurily of approximately 10 years.

The Barclays Government/Credit Index is a combination of the Government Index which measures government-bond general and Treasury
funds, and the Credit Bond Index, which is a market value-weighted index which tracks the retumns of all publicly issued, fixed-rate,
nonconverible, dollar-denominated, SEC registered, investment grade Corporate Debt.

The Barclays Intermediate Government/Credit Index is a combination of the Government Index which measures government-bond general
and Treasury funds, and the Credit Bond Index, which is a market valug-weighted index which tracks the retums of all publicly issued, fixed-
rate, nonconvertible, dollar-denominated, SEC registered, investment grade Corporate Debt with maturilies between one and ten years,

The Barclays Government/Credit Intermediate Index (1 —3 yr.) is a combination of the Government Index which measures govemment-bond
general and Treasury funds, and (he Credit Bond Index, which is a market value-weighted index which tracks the returns of all publicly
issucd, fixed-rate, nonconvertible, dollar-denominated, SEC registered, investiment grade Corporate Debt with maturitics between zero and
threc years.

The Barclays U.S. Treasury Index includes public obligations of the U.S. Treasury, Treasury bills are excluded by the maturity constraint of
at least one year but are part of a separate Short Treasury Index. In addition, certain special issues, such as state and local govermment series
bonds (SLGs), as well as U.S. Treasury TIPS, are excluded. STRIPS are excluded from the index because their inclusion would result in
double-counting. Securities in the Index roll up to the U.S. Aggregate, U.S. Universal, and Global Aggregate Indices. The U.S. Treasury
Index was launched on January 1, 1973,

1.5, Agency: This index is the U.S. Agency component of the U.S. Government/Credit index. Publicly issued debt of U.S. Government
agencics, quasi-federal corporations, and corperate or foreign debt guaranteed by the U.S. Government {such as USAID securities). The
largest issues are Fannie Mac, Freddie Mac, and the Federal Home Loan Bank System (FHLB). ‘The index includes both callable and non-
callable agency securities. :

U.S Corporate — Investment Grade: This index is the Corporate component of the 1S, Credit index. It includes publicly issued U.S.
corporate and specified forcign debentures and secured notes that mect the specified maturity, liquidity, and quality requirements, To gualify,
bonds must be SEC-registered.

CMBS (Commereial Morigage Backed Securities): This index is the CMBS component of the U.S. Agpregate index. The Barclays CMBS
ERISA-Eligible Index is the ERISA-eligible component of the Barclays CMBS Index. This index, which includes investinent grade securitics
that are ERISA eligible under the underwriter’s exemption, is the only CMBS sector that is included in the U.S, Aggrepate Index.

MBS (Morigage Backed Sccurities): This index is the U.S. MBS component of the U.S. Aggregate index. The MBS Index covers the
mortgage-backed pass-Urough securities of Ginnie Mae (GNMA), Fannie Mae (FNMA), and Freddie Mac (FHLMC). The MBS Index is
formed by grouping the universe of over 600,000 individual fixed rate MBS pools into approximately 3,500 generic aggregates.

ABS (Asset Backed Securities): This index is the ABS compenent of the U.S. Aggregate index. The ABS index has three subsectors: credit
and charge cards, autos, and utility. The index incledes pass-through, bullet, and controlled amortization structures. The ABS Index inicludes
anly the senfor class of each ABS issue and the ERISA-eligible B and C tranche. The Manufactured Housing scetor was removed as of
January 1, 2008, and the Home Equity Loan sector was removed as of October 1, 2009,

Corporate High Yield: The Barclays U.S. High Yield Index covers the universe of fixed rate, non-investment grade debt. Eurobonds and debt
issues from countries designated as emerging markets (sovereign rating of Baal/BBB+/BBB+ and below using the middle of Moody’s, S&P,
and Fitch) are excluded, but Canadian and global bonds (SEC registered) of issuiers in non-EMG countries are included. Original issuc zetoes,
step-up coupen structures, 144-As and pay-in-kind bonds (PIKs, as of October 1, 2009) are also included.

The Barelays Municipal Bond Index is a broad-based, total-return index. The bonds are all investment-grade, tnx-exempt, and fixed-rate
securities with long-term maturitics (greater than 2 years). They are selected from issues larger than $50 million.

The Barclays TIPS Index consists of Treasury Inflation Protected Sceurities (TIPS). TIP$ are sccuritics whose principal is tied o the
Consumer Price Index. TIPS pay interest semi-annually, based on the fixed rate applied to the adjusted principal.

Robert W. Baird & Co. Member SIPC
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CORNERSTONE

PERFORMANCE HISTORY
Bay County Employees' Retirement System

Percent Return
Per Period

Time Period 11/30/2014

iMonth =

YTD ’ 29.83%

27.75%

Year o

. 3020%

| 20, 44% 7_: i =k

3 Year 18.57%

17.87% 17.39%

1926%

Inception (October 21, 2008) 18.19%

17.49% 16.02%
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erformance review

november 2014
LI DRRATE £ SRARHIT VAL
35,861,131
ACCOUNT(GROSS) BEMCHMARK $ &
Hov 14 0.59 0.67
¥ie 848 7.40
1 Year Trafing B8 o
3 Year Traiing 7,30 5.71
5 Year Trating 7.67 AT
(/30497 - 11730714 ; 1'2 o 5.43“.
Annuakzed ) :
Effective Duration 7.33 years 7.13 years
Average Maturity 10,68 years 10.45 years
vied ) My 2968
SECTONE AMALYSIS AT HOVERDBER 30, 2013 (%) GUALITY AMalYhin AY HOVTMBER 30, 2000
B Account 4 Benchmark H Account = Benchmark
US Treasuries

Gov Related

US Invest Grade
§
1G - Finarcial :

1G - industriat

L
16 - Uity *
C 76

US High Yield

Casha  Jos 00
Equivalents oo !

(1] Caa & Lower
Ho Category 00 L]

0 28 5 84 0 14 28 42

The cuirrent benchmark is Barctiys U.S. Corporate Invesiment Crade. (1) Citigronp Broad Tv-Cirade (BIG,) from | /3171997 1o 61 30/ 1999; Barchyys Credil from 6 30/ 1999 ia

2/ 28 2012; and Barcays ULS. Corporate Lnpestment Grade frons 2/ 2812012 to 11/ 30/ 2014, Vor pift pated securities in the qreclity distribution, the higher of Moody and $<=P is
ased, The aseomt's split rating treatment is based on chent guidelines. Uhe bonchoark folkows the rendar's wettodaligy. Fiquily secnrities are dezsied to bare a duration and maturify rafe
of serw. Yield is Yield o Fifective Maturity Uatz Sogre: Barclays Capital, Blrombeg This report is a sendie provided b instomers of Loopis Sayles for informattana prorposes and ic
ot < recomsprendation b puechase or sell sequrities. Unless otbernite nofed, tl performance dhonn is gross of mandagersent fies. Padt pegformance is rot @ grarantee of filire resulfs.

L Sayhs belieres ihe information contained fin this seport is reliable bant we dp ol guaraniee ifs anurasy.
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ORI AN L VAL

Account Return
Benchimark Return
Excess Return

CHRRERT M

B Total

Yied Curve

Aocation -

Selection

US Treasuries
Gov Retated -

US Invest Grade
US High Yied

Cash & Equivalents

No Category

-0.5

LIS o

A

0.59
0.67
-0.08

1 Parafel -1t Hon-Parailel
§0.01

$0.01
0.00

g 0.07

-0.3 0.9 0.3 0.5

(408 I TURM A DRRUTION 15 SECTOR £4)

0.00

-0.01 |

-0.03 E

0.01

0.00

FRAN L Y AN VAL B DTN (R

Account Return 8.18
Benchmark Return 7.22
Excess Return 0.96

TIAR G YEAR LXCES B (RN

B8 Total iz Paratel : Non-Paralkel
0,19
Yied Curve : : §0.11
: -0.30 i
-0.73 g
Alocation
Setection :

-4.0 2.0 0.0 2.0 4.0
PYORSS RETURM ATTRIIUTION Y SpC1OR 5
US Treasuries | -0.01
Gov Related
US Invest Grade

US High Yied

Cash & Equivalents -0.02

No Category - 0.00

The Atiribsetion benchonark iz Barckiys U.S. Corporate Tnvestment Grade, Figures on bar charts inay nol add up 1o foteed exvess retsrne ar they exiude fimpact of trading and pricing
differenies. Altribution acconnt releerns are gross of fees Exovss Return by sector exchedes yield curve impact. Data Source: Barchays Capital
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Bay County Employees' Retirement System
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Padormance resuus (%) class 1 shares net of expanses {usn) Portfolio Benchmark® Excess retuins
f\o‘.ambemﬂﬁ _ R 1.09 R 031
Sinoa ci»enl mcephon (08-Aug-14) o A -0.87 083

Source for benchimark performance: SPAR FaciSet Research Syslems Inc.
Al periods greater than one year are annualized.
Past performancs Is no guarantes of future results.
For pariods prior to tha inception date of a unil class, performance infermation shown for sueh class is based on the performance of an okder class of units thal dates
back lo the Fund's inception, as adjusted fo refiect differences in feas paid and expanses ingumed by the newer class.
Nelof expenses does not include management fess,
A MSCIAH Country Worid (ex-US) Growth Index {net div)
Performance results refiect any applicable expensa subsidies and waivers In effect during the periods shown. Withoul such subsidies and waners the fund's
pedommance resulls would b kess favarable. All results are historicat and sssume the reinvesiment of dividends and capitel gains.

Asset summary (USD) Top 10 issuers Sector

Beginning vahueasofSi-Oc!~14 15,574,300 NESTLE SA Consumar Staples

Conlnbuhons o S 0 DANONE  Cansumer Steples
Withdrawals S T T 07 BAYERAG Health Care

Changa in market value ' . +169,4§1 © LVMH MOETHENNESSY ’ Rela}ﬁng

Ending valie as of 30-Nov-14 15743791 COMPASS GROUP EQUITY " Special Produets & Servies

' N " CANADIAN NATIONAL RAILWAY GO Teanspartation

Characteristics Porifolio Bonchmark™  TAnWAN SEMICONDUGTOR ) Techﬁology

BES log-term EPS growth' 8.9% 111% MANUFACTURING COMPANY LIMITED _

- weighted median PERNCD-RICARD Consumer Staples
Pricafoamings (12 monhs foward) 183k 177 ACCENTURERC Special Producis & Senvices
- wigighted median ROC}-IE HOLDINGS AG Heallh Care

o
?ﬁ;?,::ﬂg{af e av&'age) o o Sectors (%) Portfolio Beqc_llmark“
Relum on invested capital o2 106% Consumer Staples 94 129

- weighted median Financial Services 133 171
Market captalization (USD): 35.1bn 30.7bn Heallh Care - 95 w7
Nurmber of holdings o 1082 Technolbgy - 93 108
Traifing 1 year mover ¥ 21% - Special Products & Services 98 44
Barra predicled tracking | erroq o2 58% - Refaling . B4 68

1 Bource; Thomson Reulers Industrial Goods & Services 73 6.7
? Weighted median. Basc Materals 73 85
3 (Lesser of Purchase or Sakes)fAverage Month End Market Value Transportaton 45 38
4 Source: Barra Leisure 37 38
No forecasts can be guarantead. Autos s Housmg 35 ‘56
Energy 34 28
Uthties & Cémmumcahons 0.8 58

Regions (%) Partfolio Banchmark**
Europe ex-U.K. 4239 kLNd
United Kingdom 86 12.2
Emerging Markels 142 22
Japan 103 146
North America 74 74
AsliafPacific ex-Japan 40 85
Develaped - Middle EastAfica 12 04

FOR EXISTING INSTITUTIONAL CLIENT USE ONLY.
WF$ Heslags Trust Company

{1.6% cash and other assels less latiities.

M MSCI All Country World (6x-US) Growth ndex

FOR MORE INFORMATION CONTACT

timberly Hyland, Director, Relationship Management
Phone: +1 617 954 5575 | Ce¥: +1781929 6122
Emai: khyland@rmfs.com

PER-HTG-33-Hae-14 . ) ZQ

Thomas Shanley, Client Service Manager

Phone; +1617 954 7492 | Celt +1 857 208 5207

Email: tshankey@mfs.com
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Ms. Crystal Herbert

Bay County Financial Officer
Bay County Retirement System
515 Center Avenue

Suite 701

Bay City, MO 48708

Date 11/12/2014

Page 1 of 2

Commission Program Review

Rep: MARY DAVIDSON

Month Summary: BAY COUNTY EMPLOYEES RETIREMENT SYSTEM

Period: October 1, 2014 To October 31, 2014

October 2014 Year To Date
Opening Balance: $0.00 $0.00"
Commission: $88.00 $186.00
Credit: $2.00 $3.00
Payments; $£0.00 $0.00
Adjustments: $0.00 $1.004b
Ending Balance: $2.00er $2.00er
“Pravious Year's closing balance
tManager Commission Summary
October 2014 QOctober 2014 Year to Date Year to Date
Comuission Credit Commission Credit
HOTCHKIS & WILEY $88.00 $2.00 $186.00 $3.00
Total: $88.00 $2.00 $186.00 $3.00
‘deustments Summary 4]
October 2014 Yearto Date
TO ADJUST BALANCE $0.00 -$1,00db
Total: $0.00 -51.00db

Are you considering making a portfolio change soon? Contact your Abel Noser representative or
Transitions@abelnoser.com for information about onr Transition Service which was rated #1 in the

'Overall Service’ category in the 2013 aiCIO Global TM Survey.

In arder to comply with ERISA; It is our understanding that the monies disbursed from your commission recaplure account are for
the exclusive benefit of the plan’s participants and their beneficiaries. Please contact us if you see there are any exceptions to this complicnce.

0

[




Date 11/12/2014
Page 2 of 2

Commission Program Review
Rep: MARY DAVIDSON

Trade Details: BAY COUNTY EMPLOYEES RETIREMENT SYSTEM

Period: October 1, 2014 To October 31, 2014

Account: 1122-BAY COUNTY EMPL RET SYSTEM/ HOTCHKIS EAN71916

trale dete

10/02/14
10/02/14
10/02/14
10/02/14
10/06/14
10/07/14
10/08/14
10/09/14
10/10/14
10/10/14
10/13/14
10/13/14
10/14/14
10/14/14
10/35/14
10/15/14
10/16/14
10/16/14
10721714
10/22/14
10/23/14
10/23/14
10724714
10/24/14
10/24/14
10/24/14
10727714
10/27/14

sidke
S
S
5
5
B
B
B
B
B
S
B
S
B
3
B
S
B
S
B
B
S
3
S
S
S
B
5
S

ERJ
KALU
SNV
SNV
HGR
HGR
HGR
HGR
HGR
RUSHA
HGR
RUSHA
RDC
RUSHA
KOS
RUSHA
KOS
RUSHA
SAH
SAH
FHN
RCIT
FHN
RCII
RCII
SAH
FHN
RCII

cumulation

security descripticn shore  conunission credit credit

EMBRAER S A 1,000 $10.00 $0.00 $0.00
KAISER ALUMINUM CORP COM PA 200 $2.00 $0.00 $0.00
SYNOVUS FINL CORP COM NE 600 $6.00 $0.00 $0.00
SYNOVUS FINL CORP COM NE 1,400 $7.00 $0.00 $0.00
HANGER INC COM NE 100 $1.00 $0.00 $0.00
HANGER INC COM NE 100 $1.00 $0.00 $0.00
HANGER INC COM NE 100 $1.00 $0.00 $0.00
HANGER INC COM NE 200 $2.00 $0.00 $0.00
HANGER INC COM NE 300 $3.00 $0.00 $0.00
RUSH ENTERPRISES INC CLA £00 $1.00 $0.00 $0.00
HANGER INC COM NE 100 $1.00 $0.00 $0.00
RUSH ENTERPRISES INC CLA 100 $1.00 $0.00 $0.00
ROWAN COMPANIES PLC SHS CL 200 $2.00 $0.00 £0.00
RUSH ENTERPRISES INC CLA 200 $2.00 $0.00 $0.00
KOSMOS ENERGY LTD SHS 500 $5.00 $0.00 $0.00
RUSH ENTERPRISES INC CLA 100 $1.00 $0.00 $0.00
KOSMOS ENERGY LTD SHS 200 $2.00 $0.00 $0.00
RUSH ENTERPRISES INC CLA 100 $1.00 $0.00 $0.00
SONIC AUTOMOTIVE INC CLA 400 $4.00 $0.00 $0.00
SONIC AUTOMOTIVE INC CLA 200 $2.00 $0.00 $0.00
FIRST HORIZON NATL CORP  COM 800 $8.00 $0.00 $0.00
RENT A CTR INC NEW COM 700 $7.00 $0.00 $0.00
FIRST HORIZON NATL CORP  COM 400 $4.00 $0.00 $0.00
RENT A CTR INC NEW COM 200 $4.00 $2.00 $2.00
RENT A CTR INC NEW COM 200 $2.00 $0.00 $2.00
SONIC AUTOMOTIVE INC CLA 300 $3.00 $0.00 $2.00
FIRST HORIZON NATL CORP  COM 200 $2.00 $0.00 $2.00
RENT A CTR INC NEW COM 300 $3.00 £0.00 $2.00

Account Total: 9,300 $88.00 $2.00
Grand Total: 9,300 $88.00 $2.00




Date 12/17/2014
Ms. Crystal Herbert Page 1 of 2

Bay County Financial Officer
Bay County Retirement System
515 Center Avenue

Suite 701

Bay City, MO 48708

Commission Program Review
Rep: MARY DAVIDSON

Month Summary: BAY COUNTY EMPLOYEES RETIREMENT SYSTEM
Period: November 1, 2014 To November 30, 2014

November 2014 Year To Date
Opening Balance: $2.00 %er $0.00"
Commission: $105.50 $291.50
Credit: $0.00 $3.00
Payments: $0.00 $0.00
Adjustments: $0.00 $1.004b
Ending Balancs: $2.00cr $2.00r
*Previous Year's closing balance
IManager Commission Summary
November 2014 November 2014 Year to Date Year to Date
Commission Credit Copunission Credil
HOTCHKIS & WILEY $105.50 $0.00 $291.50 $3.00
Total: $105.50 $0.00 $291.50 §3.00
Adjustments Summary
. November 2014 Yecar to Date
TO ADJUST BALANCE $0.00 -$1.00db
Totak: $0.00 -$1.00db

re you considering making a portfolio change soon? Contact your Abel Noser representative or
Transitions@abelnoser.com for information about our Transition Service which was rated #1 in the
‘Overall Service' category in the 2013 aiCIO Global TM Survey.

In order to comply with ERISA; It is onr understanding that the monies disbursed from your commission recapiure accoun! are Jor
the exclusive benefit of the plan's participants and their beneficiaries. Please contact us if you see there are any exceptions to this compliance.

5ok




Date 12/17/2014
Page 2 of 2

Commission Programn Review
Rep: MARY DAVIDSON

Trade Details: BAY COUNTY EMPLOYEES RETIREMENT SYSTEM

Period: November 1, 2014 To November 30, 2014

Account; 1122-BAY COUNTY EMPL RET SYSTEM/HOTCHKIS EAN71916

frafe dae

11/06/14
11/06/14
11/06/14
11/06/14
11/07/14
1170714
11/10/14
11/10/14
11/10/14
11/10/14
11/10/14
1111714
1181414
11/11/14
11711114
11/12/14
11/12/14
11/13/14
11/14/14
11/17714
11/18/14
11/18/14
11/18/14
11/19/14
11/19/14
11/26/14
1124/14
11/20/14
11/28/14
11/28/14

B

Sil

mmmmmwmmmwwmmwwmwuﬂmmwmwwmwwmmm|

ticker
DIOD
FHN
GEO
WBS
GEO
MATX
BCO
LPX
MATX
MATX
TARO
BCO
LPX
LPX
MATX
BCO
MATX
BCO
MATX
HGR
HGR
HGR
MATX
MATX
TARO
MATX
MATX
MATX
KOS
MATX

secunity description

DIODES INC COoM

FIRST HORIZON NATL CORP COM
GEO GROUP INC NEW COM
WEBSTER FINL CORP CONN  COM
GEO GROUP INC NEW COM
MATSON INC COM
BRINKS CO COM
LOUISIANA PAC CORP COM
MATSON INC COM
MATSON INC COM

TARO PHARMACEUTICAL INDS LTD SHS
BRINKS CO COM

LOUISIANA PAC CORP COM
LOUISIANA PAC CORP COM

MATSON INC COM

BRINKS CO COM

MATSON INC COM

BRINKS CO COM

MATSON INC COM

HANGER INC COM NE

HANGER INC COM NE

HANGER INC COM NE

MATSON INC COM

MATSON INC COoM

TARO PHARMACEUTICAL INDS LTD SHS

MATSON INC COM

MATSON INC COM

MATSON INC COM

KOSMOS ENERGY LTD SHS

MATSON INC COM
Account Total:
Grand Total:

cumulation

share comniission credil credit
500 $5.00 $0.00 $0.00
1,100 $11.00 $0.00 $0.00
200 $2.00 $0.00 $0.00
800 $8.00 $0.00 $0.00
300 $3.00 $0.00 $0.00
300 $3.00 $0.00 $0.00
200 $2.00 $0.00 $0.00
1,200 $12.00 $0.00 $0.00
200 $2.00 $0.00 $0.00
1060 $1.00 $0.00 $0.00
100 $1.00 $0.00 $0.00
300 $3.00 $0.00 $0.00
200 $2.00 $0.00 $0.00
300 $1.50 30.00 $0.00
200 $2.00 $0.00 $0.00
100 $1.00 $0.00 $0.00
400 54.00 $0.00 $0.00
100 $1.00 $0.00 $0.00
100 $1.00 $0.00 $0.00
1060 $1.00 $0.00 $0.00
200 $2.00 $0.00 $0.00
200 §£1.00 $0.00 $0.00
100 $1.00 $0.00 50,00
100 $1.00 $0.00 $0.00
100 $1.00 $0.00 $0.00
100 $1.00 $0.00 $0.00
100 $1.060 $0.00 $0.00
160 $1.00 $0.00 $0.00
2,900 $29.00 §0.00 $0.00
100 $1.00 $0.00 $0.00

10,800 $105.50 $0.00
10,800 $105.50 $0.00
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REFUNDS: FOR THE MONTH ENDED:

December 31, 2014

EMPLOYEE/BENEFICIARY

CONTRIBUTIONS PROCESSED DEPARTMENT TERMINATION
ROSZATYCKI, BETH 7,577.99 121114 BABH 71114
ANTHONY, STEPHANIE 586.71 1211114 BAEH 1211511
DUROCHER, MARIANNE 11,832.62 121314 BABH 8/1114
BOURCIER-SCHULTZ, JILL 12,759.36 12/11i14 BABH 812014
PROCTOR, SHANNON 517.70 12122114 BABH 10/16/14
TOTAL REFUNDS: 33,274.38
NEW CONTRIBUTIONS RETIREMENT GROUP/ EFFECTIVE
RETIREE TRANSFERRED COUNTY DEPT DATE
GONZALES, ROBERTO {CA 33,080.39 GENERAL - CIRCUIT COURT 11/27/2014
SZELOGOWSKI, JOHN 82,808.11 DWS 121132014
DECEASED EMPLOYEE/ BENEFICIARY REFUND/ DATE OF DEATH DIVISION/
RETIREE PENSION DEPARTMENT
WHITMAN, ROSS WHITMAN, JOANNE 558.99 11/22/2014 BABH
NO REFUNDS ACCUMULATED UNION DATE
EMPLOYEE NAME CONTRIBUTIONS GROUP TERMINATED
KINTNER, RICK 164.88 BMC RN/LPN 11/4/2014
LEWIS, PATRICIA 77.02 BMC UswW 11/16/2014
SOCIA, MARISSA 8,355.54 BMC RN/LPN 11/6/2014
MCGEE, JENNIFER 252.55 BMC RN/LPN 11/20/2014
SOLINSKi, CRYSTAL 106.03 BMC NON-UNION 1211172014
SWITEK, ALICIA 114.05 BMC USW 12/10/2014
8,805.19

%,

G:\Retirement\Wan thru Dec 2014 Refundsdecember 14
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BCERS Invoices Approved: December

linvaice Date .~ [Vendor _ | pescription’
7/24/2014 Baird 18,698.51 Q2 money manager fee
10/2/2014 The Bogdahn Group $ 35,000.00 Q4 consulting fee
i0/22/2014 Baird 18,737.26 Q3 money manager fee
10/28/2014 Cornerstone 18,084.93 Q4 money manager fee
11/2/2014 Dell S 160.99 monitor for retirement admin
11/17/2014 GFOA S 140.00 19th Annual Gov. GAAP Update web training for R. Marsters
11/25/2014 Bay City Demaocratic Press 139.00 ballots for Dec 9 retirement election
11/26/2014 COW 5 335.62 printer w/envelope tray for retirement typist clerk
12/5/2014 Mackay Shields $ 23,326.96 Q4 money manager fee
12/10/2014 various s 698.41 per diem/mileage for election inspectors & tally clerks for Dec. 9 election




CANVASS OF VOTES CAST
, AT THE
BAY COUNTY RETIREMENT SYSTEM BOARD ELECTION
GENERAL GROUP
AND BAY ARENAC BEHAVIORAL HEALTH EMPLOYEES
HELD ON
TUESDAY, DECEMBER 9, 2014

STATEMENT OF VOTES

The statement of votes polled in the two voting precincts of the Bay County Retirement Board
Election, General Group, all Bay County employees and all Bay Arenac Behavioral Health
employees excluding Bay Medical Care Facility, Road Commission, Department of Water and
Sewer, Library & Sheriff Departments, held on Tuesday, Tuesday December 9, 2014 and filed
with the County Clerk and this board having duly examined and considered said statement the
whole number of votes given the office of Bay County Retirement Board Trustee, General
Group, all Bay County employees and all Bay Arenac Behavioral Health employees excluding
Bay Medical Care Facility, Road Commission, Department of Water and Sewer, Library &:
Sheriff Departments were as follows:

RETIREMENT BOARD TRUSTEE, GENERAL GROUP

Total number of votes cast: Seventy (70)

Michael Grzegorczyk received: Seventeen an
Jon Morse received:: Fifty three (53)

Jon Morse was declared elected Bay County Retirement Board Trustee, General Group, all Bay
County employees and all Bay Arenac Behavioral Health employees excluding Bay Medical Care
Facility, Road Commission, Department of Water and Sewer, Library & Sheriff Departments for
a three (3) year term of office.
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County of Bay
State of Michigan

We do hereby certify that the foregoing is a correct statement of votes cast at the Bay
County Retirement Board Election, General Group, all Bay County employees and all
Bay Arenac Behavioral Health employees excluding Bay Medical Care Facility, Road
Commission, Department of Water and Sewer, Library & Sheriff Departments, held on
Tuesday, December 9, 2014.

We further certify that the Board of Election Inspectors at said Bay County Retirement
Board Election, General Group, all Bay County employees and all Bay Arenac Behavioral
Health employees excluding Bay Medical Care Facility, Road Commission, Department
of Water and Sewer, Library & Sheriff Departments, held on Tuesday, December 9,2014,
in its return certified that:

1. All Election Inspectors took the Constitutional Oath of Office before entering on the -
duties as a member of such board.

2. The polls of election were declared open at 8:00 a.m. and were kept open contmuously
until 4:00 p.m. on said Tuesday, December 9, 2014,

3. All members of the Bay County Retirement Board, General Group, all Bay County
employees and all Bay Arenac Behavioral Health employees excluding Bay Medical Care
Facility, Road Commission, Department of Water and Sewer, Library & Sheriff
Departments, held on Tuesday, December 9, 2014 who were eligible to vote were
permitted to vote at the Bay County Retirement Board Election, General Group, all Bay
County employees and all Bay Arenac Behavioral Health employees excluding Bay
Medical Care Facility, Road Commission, Department of Water and Sewer, Library &
Sheriff Departments, held on Tuesday, December 9, 2014. '

IN WITNESS WHEREOQF, WE HAVE
HEREUNTO set our hands and caused to
Be affixed the seal of the Circuit Court for-
the County of Bay this 10™ day of
December 2014,

y Tally Clerk

A TRUE COPY ATTEST:

Cynthia A. Luczak, Cleraof the

County of Bay, State of Michigan




WE THE UNDERSIGNED DO HEREBY CERTIFY
THE ABOVE RESULTS TO BE A TRUE AND
ACCURATE ACCOUNT OF THE ELECTION
HELD ON TUESDAY DECEMBER 9, 2014

Mary Ida Dﬁ, Tally Clerk

DATED: DECEMBER 10, 1014

A TRUE COPY ATTEST:

Whudiie g ol
Cynthia A. Luczak, Clerk o6f the County of Bay,

State of Michigan

%%




BAY COUNTY
DEPARTMENT OF CORPORATION COUNSEL

SHAWNA S. WALRAVEN THOMAS L. HICKNER

Assistant Corporation Counsel Bay County Executive

TO: STEVE GRAY, CHAIR, BAY COUNTY EMPLOYEES
RETIREMENT SYSTEM

FROM: SHAWNA S. WALRAVEN, ASSISTANT CORPORATION
COUNSEL

RE: BCERSSECURITIES LITIGATION POLICY

DATE: DECEMBER 23, 2014

Background:

This policy was suggested by outside counsel, Mr. Thomas Michaud, as a best practice.

The BCERS Board heard presentations from Northern Trust and VanOverbeke, Michaud
&Timmony, P.C. regarding the securities litigation services that are available. The Board voted
to have their securities litigation activities handled exclusively by the custodian bank, Northern
Trust. Northemn Trust processes available claims but does not seek lead plaintiff status. This
Securities Litigation Policy seeks to memorialize the Board's vote and direct the custodian bank to
continue processing claims on behalf of the Bay County Employees Retirement System.

RECOMMENDATION: THAT THIS BOARD APPROVE THIS POLICY AT THE
MEETING SCHEDULED ON JANUARY 13, 2015.

515 Center Avenue, Suite 401, Bay City, MI 48708-5125  (989) 895-4131
FAX (989) 895-7658 'TDD (hearing impaired) (989) 895-4049

Y“) }




BY:

WHEREAS,
WHEREAS,
WHEREAS,
WHEREAS,

WHEREAS,

RESOLVED

No. 2015 -2
BAY COUNTY RETIREMENT BOARD
1/13/2015
RESOLUTION
BAY COUNTY RETIREMENT BOARD

This policy was suggested by outside counsel, Mr. Thomas Michaud, as best
practice.

The BCERS Board heard presentations from Northern Trust and VanOverbeke,
Michaud & Timmony, P.C. regarding the securities litigation services that are
available.

The Board voted to have their securities litigation activities handled exclusively by
the custodian bank, Northern Trust.

Northern Trust processes available claims but does not seek lead plaintiff status.
This Securities Litigation Policy seeks to memorialize the Board’s vote and direct
the custodian bank to continue processing claims on behalf of the Bay County
Employees’ Retirement System.

That this Board approve this policy at the meeting scheduled on January 13, 2015,

STEVE GRAY, CHAIR
AND BOARD

BCERS SECURITIES RESOLUTION POLICY

MOVED BY TRUSTEE

SUPPORTED BY TRUSTEE
TRUSTEE Y | N| E | TRUSTEE Y | N | E | TRUSTEE Y [N|E
Steve Gray Matthew Pelt Thomas Herek
Richard Jon Morse Richard Gromaski
Brzezinski
Kim Coonan Thomas Kristal Goetz

Starkweather

Vote Totals:

Roll Call: Yeas Nays Excused

Voice: Yeas Nays Excused

Disposition:  Adopted Defeated Withdrawn

Amended Corrected Referred

oes




BAY COUNTY EMPLOYEES RETIREMENT SYSTEM
POLICY RESOLUTION

Adopted:
Re:  Securities Litigation

WHEREAS, the Board of Trustees of the Bay County Employees Retirement System (“Board”)
has a fiduciary responsibility to the members and beneficiaries of the Retirement System to
preserve and protect the assets of the Retirement System, and

WHEREAS, certain of such assets held by the Retirement System are from time to time subject
to potential claims by investors seeking compensation for fraud, mismanagement, breach of
fiduciary duty, and the like, and

WHEREAS, the Board is of the belief that it is in the best interests of Retirement System
members and beneficiaries to participate in the litigation of valid securities claims, and

WHEREAS, in fulfillment of its fiduciary obligation, the Board believes that it is in the best
interest of the Retirement System to delegate the monitoring of available claims and processing
of those claims to the Board’s custodian bank, now therefore be it

RESOLVED, that the Board’s custodian bank is hereby authorized to monitor available
securities litigation claims and process those claims on behalf of the Retirement System, and
further

RESOLVED, that the Board’s custodian bank shall provide periodic reports to the Board
regarding the results of its monitoring and processing on behalf of the Retirement System, and
further

RESOLVED, that a copy of this resolution be forwarded to the Board’s legal counsel, custodian,
and other appropriate representatives so that each may act consistent herewith.

"9




BY:

WHEREAS,

WHEREAS,
WHEREAS,
WHEREAS,

WHEREAS,
RESOLVED

No. 2015-3

BAY COUNTY RETIREMENT BOARD
1/13/2018
RESOLUTION

BAY COUNTY RETIREMENT BOARD

Northern Trust no longer offers the cash collateral pool BCERS currently
participates in. In order to continue accepting cash as collateral for the securities
lending program, the Board needs to select a different cash collateral investment
fund through an addendum to the Securities Lending Authorization Agreement.
An amendment to this agreement is also requested to update disclosure and
confidentiality, the fee schedule and indemnity.

The BCERS Board heard a presentation last month from Northern Trust regarding
the securities lending funds that are available.

The Bogdahn Group recommends the Northern Trust Collective SI. Core Short
Term Investment Funds (SL Core STIF).

The fee schedule presented is a 70/30 split,

That, upon favorable review by Corporation Counsel, this Board approve the
addendum and amendment to the Securities Lending Authorization Agreement at
the meeting scheduled on January 13, 2015.

STEVE GRAY, CHAIR
AND BOARD

BCERS SECURITY LENDING AUTHORIZATION AGREEMENT ADDENDUM &

AMENDMENT

MOVED BY TRUSTEE

SUPPORTED BY TRUSTEE
TRUSTEE Y | N| E | TRUSTEE Y {N | E | TRUSTEE Y |[N|E
Steve Gray Maithew Pelt Thomas Herek
Richard Jon Morse Richard Gromaski
Brzezinski
Kim Coonan Thomas Kristal Goetz

Starksveather

Vote Totals:

Roll Call: Yeas Nays Excused

Voice: Yeas Nays Excused

Disposition:  Adopted Defeated Withdrawn

Amended Corrected Referred
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CASH COLLATERAL ADDENDUM TO
SECURITIES LENDING AUTHORIZATION AGREEMENT
between the
and THE NORTHERN TRUST COMPANY

This Addendum (the “Addendum”) is entered into by and between
(the “Lender”) and The Northern Trust Company (the
“Agent”), with effect as of , 2015. The Addendum shall govern the terms by
which Cash Collateral is accepted by Agent and invested by Agent or its affiliates, all on behalf
of Lender and in connection with Loans entered into pursuant to the terms of that certain
Securities Lending Authorization Agreement entered into by Lender and Agent, dated of
and as amended from time to time (the “Agreement”).

WHEREAS, pursuant (o the Agreement, Lender directed Agent to accept Collateral for
Loans entered into by Agent on behalf of Lender and invest such Collateral in Lender’s preferred
Collateral Section;

WHEREAS, Agent will no longer offer the Collateral Section selected by Lender
pursuant to the Agreement;

WHEREAS, Lender desires that Agent would continue to accept Cash Collateral for
Loans entered into by Agent on behalf of Lender and invest such Cash Collateral on behalf of
Lender in certain permitted investments in accordance with guidelines approved by Lender; and

WHEREAS, Agent and Lender desire to modify certain terms of the Agreement to set
forth terms governing Agent’s acceptance of Cash Collateral and investment of such Cash
Collateral on behalf of Lender;

NOW THEREFORE, in consideration of the mutual agreements herein contained, the
receipt and sufficiency of which are hereby acknowledged, the parties hereto agree as follows:

1. Cash Collateral. The following provisions shall govern the acceptance of Cash Collateral
and the investment of such Cash Collateral. All other general provisions of the Agreement
(including, without limitations, provisions related generally to Collateral and specifically to
Non-Cash Collateral) shall continue in full force and effect. .

1.1 Cash Collateral. If Agent is to accept and invest Cash Collateral on behalf of
Lender pursuant to this Section 3, Lender shall direct Agent to accept and invest Cash
Collateral in the Collateral Fund selected by Lender on Exhibit I (Collateral Authorization
Form). By directing Agent to accept and invest Cash Collateral in the selected Collateral
Fund, Lender thereby authorizes Agent, in Agent’s discretion, (a) to accept in exchange
for Borrowed Securities, Cash Collateral having an initial Matket Value of not less than
(i) 102% of the Market Value of the Borrowed Securities or (ii) 105% of the Market
Value of the Borrowed Securities, if the Borrowed Securities and the Collateral are
denominated in different currencies, (b) to invest any Cash Collateral for such Loans in
any of the types of eligible investments described in the applicable Collateral Fund and

’ 8/ Northem Trust/Form of SL Core STIF Global Addendum to SLAA/S-19-2014




" (¢) otherwise to act with respect to Cash Collateral in compliance with the applicable
Collateral Fund.

12 Authorization to Invest in Collateral Fund. (a) Lender hereby authorizes Agent t0
take all actions necessary and appropriate to cause Cash Collateral related to Lender’s
Loans to be invested in the Collateral Fund designated by Lender on Exhibit I (Collaterat
. Authorization Form) attached hereto, including without limitation, to convert (in cash or
in-kind) Lender’s interest in its applicable Collateral Section info an interest in the
Collateral Fund designated by Lender on Exhibit I (Colateral Authorization Form)
attached hereto, provided that in so doing Agent shall give due regard to. any operational
requirements and the best interests of the participants taken as a whole in each Collateral
Section and Collateral Fund.

(b)  Lender may change the designation of a particular Collateral Fund at any
time by completing and signing a new Collateral Authorization Form (or other
appropriate amendment) and refurning it to Agent. Lender hercby authorizes
Agent to take all actions necessary and appropriate (o give effect to any such
amendment, including without limitation, conversion (in cash or in-kind) of
Lender’s interest in its applicable Collateral Fund into an interest in the new
Collateral Fund designated by Lender pursuant to any such amendment, provided
that in so doing Agent shall give due regard to any operational requirements and
the best interests of the participants taken as a whole in each applicable Collateral
Fund.

© The designation by Lender of a Collateral Fund pursuant to this Addendum
shall prevail over any contrary provisions of any other instrument between the
parties concerning investment of Cash Collateral related to Lender’s Loans.

(d)  Any action taken by Agent pursuant to this Section 1.2 shall be taken as

‘promptly as possible after Agent’s receipt of a properly executed Collateral
Authorization Form (or other appropriate amendment) from Lender, giving due
regard to any operational requirements and the best interests of the participants
taken as a whole in each applicable Collateral Section or Collateral Fund.

13 Collateral Deficiency. Any loss aiising from a Collateral Deficiency shall be
allocated pro rata among all the Participating Lenders within a Collateral Fund as of the
date the Collateral Deficiency occurs, based on each Participating Lender’s interest in the
Collateral Fund on such date.

14  Confidentiality. Tn addition to the confidentiality provisions set forth in the
Agreement, Lender authorizes Agent to disclose, to any Bormower, broker-dealer or
collateral reinvestment counter-party who at any time so requests, any information Agent
reasonably believes is necessary to effectuate Loans and accept Collateral related thereto
and invest Cash Collateral in accordance with Exhibit I, including without limitation, the
names of the Collateral Fund in which Lender invests its Cash Collateral. Before
disclosing any information described herein to a Borrower, counter-party or broker-

2 %\/9%




dealer, as applicable, who has requested it, Agent shall obtain from such Borrower,
counter-party or broker-dealer as applicable, as a condition for such disclosure, a written
agreement (which may be the Borrowing Agreement) requiring that such information be
held in confidence.

2. Definitions. For the purposes of this Addendum and except as otherwise set forth herein, the
following definitions shall apply. Notwithstanding the foregoing, capitalized terms used but
not defined herein shall have the meanings set forth in the Agreement.

2.1 “Cash Collateral” shall include cash in the form of US Dollars and all other
currencies agreed to by Agent and Lender as set forth on Exhibit I (Collateral
Authorization Form).

2.2 “Collateral Deficiency” shall mean, with respect to any Collateral Fund, (i) any
loss of principal value of a specific investment of Cash Coliateral held in such Collateral
Fund or (ii) any decline in the net asset value of a Collateral Fund, each as determined
by Agent’s applicable governance committee in its discretion.

23  “Collateral Fund” shall mean a vehicle formed by or at the direction of Agent or
its affiliates for the purpose of making certain permitted investments with the Cash
Collateral received by the Agent for the benefit of Participating Lenders (including
Lender) that accept Cash Collateral for Loans, all subject to and in accordance with this
Addendum, the Agreement and the governing documents of such Collateral Fund (as
amended from time to time) describing (i) the types of permitted investments of Cash
Collateral within a particular Collateral Fund, (ii) the investment guidelines and
characteristics of the Collateral Fund; and (iii) any other applicable information
concerning the Collateral Fund (and shall include, without limitation, Northern Trust
Collective SL Core Short Term Investment Fund and Northern Trust Institutional Liquid
Assets Portfolio). For the avoidance of doubt, all references to “Collateral Section”
under the Agreement shall be references to the “Collateral Fund” except to the extent
“Collateral Section” refers to Non-Cash Collateral, which is govemned by terms and
conditions not within the scope of this Addendum.

3. ERISA and Other Eligibility Matters for Collective Collateral Fund.

3.1  Certain Acknowledgments, Representations and Warranties. (a) The Authorizing
Fiduciary hereby acknowledges that, in order to invest and participate in Northern Trust
Collective SL Core Short Term Investment Fund, a collective fund maintained by
Northern Trust Investments, Inc., an affiliate of The Northern Trust Company, (the
“Collective Collateral Fund”), Lender must satisfy all applicable requirements for
participation as set forth in the declaration of trust under which the Collective Collateral
Fund is maintained (the “Trust Declaration”) , the federal securities law exemptions
applicable to collective trust funds maintained by a bank, and any applicable rules,
regulations or other determinations of the U.S. Internal Revenue Service (including,
without limitation, any applicable Treasury Regulations or Revenue Rulings promulgated
under the U.S. Internal Revenue Code of 1986, as amended from time fo time (the
“Code™) or the U.S. Securities and Exchange Commission, as amended from time to
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time, regarding participation in a collective trust fund maintained by a bank or ftrust
company in the form of a “group trust.” Therefore, the Authorizing Fiduciary, on behalf
of Lender and in respect of Lender’s investment of Cash Collateral in the Collective
Collateral Fund, makes each of the foregoing acknowledgments, representations and
warranties to Agent:

(®

(i)

(iii)

(iv)

To the extent requiied by applicable law, the Trust Declaration is hereby
incorporated by reference in, and adopted as a part of, the Lender’s
applicable plan, trust and other governing documents.

If Lender is a “Qualified Plan” as defined in and subject to ERISA:

(A)  Lender is qualified under Code Section 401(a) and satisfies, among
other applicable requirements, Treasury Regulation §1.401(a)-2, as
amended (exclusive benefit requirement),

(B)  Lender is subject to the fiduciary responsibility standards of Part 4
of Subtitle B of Title T of ERISA,

(C)  Lender is funded by a trust which is exempt from United States
' federal income taxation under Code Section 501(a),

(D) Lender does not cover any self-employed individuals within the
meaning of Code Section 401(c)(1), and

(E) Lender is maintained pursuant to a plan or trust instrument which
authorizes it to participate in a common, collective, or commingled
trust fund, including the Collective Collateral Fund.

If Lender is a “Puerto Rican Plan” as defined in and subject to ERISA:

(A) Tender makes each of the representations and warranties set forth
in Section 3.1(a)(Gi)B), (D), and (E) hereof, and

(B) Lender is described in and satisfies applicable requirements of
BRISA Section 1022(i)(1), and Revenue Ruling 2011-1, as modified by
Revenue Ruling 2014-24.

If Lender is a “Governmental Plan” as defined in Code Section 414(d):

(A)  Lender is established and maintained for its employees by the U.S.
Government, by the government of a State or political subdivision thereof,
or by an agency or instrumentality of the foregoing, within the meaning of
Code Section 414(d),

4
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)

(B) Lender is either (A) qualified under Code Section 401(a) and
satisfies, among other applicable requirements, Treasury Regulation
§1.401(a)-2, as amended (exclusive benefit requirement); (B) an eligible
deferred compensation plan within the meaning of Code Section 457(b)
that is established and maintained by an eligible governmental employer
described in Code Section 457(e)(1)(A), and satisfies, among other
applicable requirements, Treasury Regulation §1.457-8(2)(2)(1), as
amended (exclusive benefit requirement}; or (C) a governmental plan other
than a plan described in the preceding boxes, but described in Code
Section 401(2)(24),

(C)  Lender is not subject to Federal income taxation,

(D)  Lender has been established by a governmental employer for the
exclusive benefit of its employees or their beneficiaries for the purpose of
distributing to such employees or their beneficiaries the corpus and
income, if any, of the funds accumulated under Lender,

(B} The governing instrument or legislation providing for
establishment of Lender expressly provides that it is impossible for any
part of the corpus or income of Lender to be used for, or diverted to,
purposes other than the exclusive benefit of employees or their
beneficiaries, prior to the satisfaction of all liabilities of Lender with
respect to such employees or their beneficiaries, and

(F) Lender is not funded by an anmuity contract described in
Code Section 403(b).

If Lender is a “Commingled Fund™:

(A)  Lender is a tax-exempt group trust that meets the requirements for
participation as set forth in the Trust Declaration and Authorizing
Fiduciary has received or has requested a favorable determination letter
from the U.S. Internal Revenue Service confirming Lender’s status as a
tax-exempt “group frust,”

(B)  Lender consists solely of assets of (1) benefit plans as described in
Sections 3.1(a)(ii)-(iv) hereof that have each provided representations and
warranties to the Authorizing Fiduciary comparable to those set forth in
Sections 3.1(a)(ii)-(iv) hereof, (2) other tax-exempt group trusts that meet
the requirements of this Section 3.1, and (3) Insurance Company Separate
Accounts described in Section 3.1(a)(vi) hereof, and

(C) Lender is maintained pursuant to a governing instrument that

authorizes Lender to participate in a common, collective, or commingled
trust fund, including the Collective Collateral Fund.




(vi)  If Lender is an “Insurance Company Separate Account”:

(A)  Lender is an Insurance Company Separate Account as defined in
Investment Company Act Section 2(a)(17), and

(B) Lender funds a contract offered to and held solely by plans
described in Sections 3.1(a)(ii)-(iv) hereof that each have provided
representations and warranties to the Authorizing Fiduciary comparable to
those set forth in Sections 3.1(a)(il)-(iv) hereof.

()  In accordance with the foregoing Section 3.1(a), the Authorizing Fiduciary
hereby agrees to notify Agent promptly in the event that Lender no longer meets
the conditions for eligibility specified in Section 3.1(a) or is for any other reason
disqualified from continuing to participate in the Collective Collateral Fund.
Accordingly, the Authorizing Fiduciary further agrees to furnish such other
information or assurances as Agent may request in order to determine or confirm
Lender's continued eligibility to participate in the Collective Collateral Fund.
Such information or assurances may include written representations regarding
Lender’s tax status and other information (including, for example, an opinion of
counsel or a copy of a U.S. Internal Revenue Service determunation letter), and
such other assurances as Agent may deem necessary o1 advisable.

4. Governing Law. This Addendum will be governed by, and construed in accordance with
laws governing the Agreement. )

5. Entire Agreement. With respect to the subject matter contained herein, this Addendum
prevails over any contrary provisions of any other securities lending agreement (whether
written or oral) between the parties and except as specifically amended hereby, the
Agreement shall remain in full force and effect. The invalidity or unenforceability of any
provision of this Addendum shall not affect the validity and enforceability of any other
provision hereof. '

6. Counterparts. This Addendum may be rexecuted in any number of counterparts, each of
which shall be deemed to be an original, but such counterpaits shall, together, constitute only

one instrument.

[Signature page follows]
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IN WITNESS WHEREOF, the parties hereto, by their respective duty authorized officers, have
executed this Addendum to the Agreement intending it to be effective as of the day and year set
forth above.

[LENDER], executed on behalf of Lender by
, its Authorizing Fiduciary

By:
Name:
Title: .

AGREED TO AND ACCEPTED BY:

THE NORTHERN TRUST COMPANY

By:

Name:

Title:

Date:
7
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EXHIBITI
COLLATERAL AUTHORIZATION FORM

CASH COLLATERAL

Permitted Cash Collateral

Lender hereby authorizes Agent to accept in respect of Loans permitted under the Agreement the
types of Cash Collateral set forth below.

% US Dollars

Authorized Collateral Fund

With respect to each of the Accounts participating in Securities Lending Program and for any
additional Accounts to be added to the Securities Lending Program in the future, Lender hereby
authorizes Agent to invest, on behalf of Lender, such Cash Collateral in the Collateral Fund
indicated below. '

)i Northern Trust Collective SL Core Short Term Investment Fund (SL Core
STIF)

By signing this Collateral Authorization Form, Lender acknowledges tbat it has read and agrees
to be bound by the terms of the applicable Collateral Fund. The authorizations contained herein
supersede any prior instruction or direction furnished in any form by Lender to Agent with
respect to Collateral for Loans and any prior agreement concerning types of permitted Collateral
for Loans. This Exhibit I may be amended from time to time by the parties in writing as set forth
in the Agreement. - '

[LENDER], executed on behalf of Lender by
, its Authorizing Fiduciary

By:
Name:
Title:
Date:

b




SCHEDULES TO EXHIBIT 1
COLLATERAL AUTHORIZATION FORM

See attached:

o Declaration of Trust of Northern Trust Collective SL Core Short Term Investment Fund,
a collective fund maintained by Northern Trust Investments, Inc., an affiliate of The
Northern Trust Company

¢ Fund Declaration of Northern Trust Collective SL Core Short Term Investment Fund




FIRST AMENDMENT TO
SECURITIES LENDING AUTHORIZATION AGREEMENT
BetweenBAY COUNTY EMPLOYEES’ RETIREMENT SYSTEM (“BCERS”),and
THE NORTHERN TRUST COMPANY,
Dated

WHEREAS:

I Reference is made to the securities lending authorization agreement between The
Northern Trust Company (the “Agent”) and BCERS(the “Lender”), dated September 7,
2000, as amended from time to time (the “Agreement”),

IT. In addition to the provisions contained in the Agreement, the Agent and the Lender wish
to amend the Agreement, as set out in this agreement (the “Amendment Agreement”).

NOW THEREFORE, in consideration of the mutual agreements herein contained, the receipt
and sufficiency of which are hereby acknowledged, the parties hereto agree as follows:

A) Disclosure and Confidentiality.  Pursuant to Clause 14.1 of the Agreement,
Section 11 of the Agreement is hereby amended and restated as follows:

11.  Disclosure and Confidentiality.Lender authorizes Agent to disclose, to any
Borrower who at any time so requests, (1) Lender’s name; (2) the fact that Lender
has authorized Agent to lend its Securities to the Borrower; (3) the fact that
specific Securities loaned to the Borrower are owned by Lender; (4) any publicly
available financial information concerning Lender in Agent’s possession; and (5)
any other information the Agent reasonably believes is necessary to effectuate the
transactions contemplated herein, including tax [LD. numbers. Lender also
authorizes Agent to disclose to any collateral reinvestment counter-party or
broker-dealer any information Agent reasonably believes is necessary to
effectuate collateral reinvestment in accordance with Schedule B. Before
disclosing any information described in this Section 11 to a Borrower or counter-
party or broker-dealer, as applicable, who has requested it, Agent shall obtain
from the Borrower or counter-party or broker-dealer as applicable, as a condition
for such disclosure, a written agreement (which may be the Borrowing
Agreement) requiring that such information be held in confidence.

B) Miscellaneous.Pursuant to Clause 14.1 of the Agreement, a new Section 14.6 is hereby
added to the Agreement as follows:

14.6  Agent uses the services of EquiL.end, a joint venture in which Agent has an indirect
ownership interest, as further described in the EquiLend Annex attached hereto.
EquiLend provides Agent with certain services and data analysis tools and Agent
may purchase or license data or analytic tools from EquiLend. No Participating
Lender will be required to pay any additional fees relating to any such services or
tools provided by EquiLend to Agent.
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C) Indemnity.Pursuant to Clause 14.1 of the Agreement, Section 16 of the Agreement is
hereby amended and restated as follows:

i6. Indemnification.

16.1  Agent shall indemnify, defend and hold Lender harmless from and
against any losses, damages, costs and expenses (other than special, incidental,
indirect or consequential losses, damages, costs or expenses) Lender may incur if
Agent is unable to recover Borrowed Securities and distributions made during the
term of the Loan or Loans with respect to those Securities as a result of:

(i) Agent’s failure to make a reasoned determination of the creditworthiness of a
Borrower through adequate analysis of all material, public information available
to Agent’s credit committee before lending a security as provided in section 2 of
this Agreement and during the term of the Loan or Loans a Filing occurs;

(ii) Agent’s failure to demand adequate and appropriate Collateral on a prompt
and timely basis as provided in section 4 hereof, perfect a security interest or
obtain rights equivalent thereto in the Collateral, maintain control of the
Collateral as provided in this Agreement or make a reasoned determination of the
quality and suitability of Collateral investments through adequate analysis of all
material, public information available to Agent’s applicable committee; or

(iii) Agent’s failure otherwise to perform its duties and responsibilities under this
Agreement in accordance with the terms of this Agreement or applicable law.

16.2  Irrespective of the applicability of paragraph 16.1, in the event of a
Default by a Borrower that is not a Sale-Related Default, Agent shall (1) credit
Lender’s Account with the amount of distributions made with respect to the
Borrowed Securities of Lender that are due and payable by the Borrower on or
before the date of Default but not so paid and (2) transfer into Lender’s Account
replacement  Securities that are Equivalent Securities by purchasing such
securities in the principal market in which such securities are traded; except that
Agent may, at its option, in lieu of replacing some part or all of the Borrowed
Securities, credit Lender’s Account with an amount equal to the Market Value on
the Default Date of Borrowed Securities not replaced, which amount shall be
satisfiable at Agent’s option in cash, or by a transfer to Lender’s Account of
Collateral securities valued as of the Default Date, or by a combination of both
cash and Collateral securities so valued.

16.3 Irrespective of the applicability of paragraph 16.1, in the event a
Borrower fails to return Borrowed Securities upon termination of a Loan, and
such failure constitutes a Sale-Related Default, Agent shall, in accordance with
Agent’s Investment Manager Guidelines then in effect, in lieu of the
indemnification provided in paragraph 16.2, (a) waive any overdraft charges
arising from any investment made for Lender’s account in anticipation of timely
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receipt of the proceeds, (b) credit Lender’s account with interest at the Lender’s
applicable short-term investment rate on the sale proceeds not reinvested up to
the date such proceeds are credited to the Account, (c) credit Lender with the
amounts of any distributions made with respect to such Borrowed Securities that
have not otherwise been received by the Lender and (d) indemnify Lender from
and against any Buy-in Costs or other direct expenses for which Lender would
otherwise be liable as a result of the failure of the sale to settle in a timely
fashion.

16.4  For purposes of this section 16, the following definitions shall apply.

16.4.1 “Buy-in Costs” shall mean out-of-pocket expenses incurred by Lender in
connection with the failed settlement of a sale of Lender’s Securities that are on
loan hereunder at the time of sale, as a result of the purchase of substitute
securities at a higher price by the buyer’s broker in accordance with applicable
exchange rules.

16.4.2 “Default” shall mean (a) a Filing, or (b) any other failure by a Borrower to
return Borrowed Securities within the time period allowed by the relevant
Borrowing Agreement after demand by Agent, except such a failure that is
waived by Agent or cured by the Borrower within one business day of the
Borrower after the Default Date.

16.4.3 “Default Date” shall mean, with respect to any Default, the earliest date on
which the Agent is entitled under the provisions of the applicable Borrowing
Agreement to treat the relevant Loan or Loans to the Borrower as having
terminated,

16.4.4 “Investment Manager Guidelines” shall mean the rules and procedures
established by Agent governing the conduct of securities transactions in its
custodial accounts and the required communications between Agent and its
custodial clients and their investment managers regarding those transactions.

16.4.5 “Sale-Related Default” shall mean a Default by a Borrower in returning
Borrowed Securities that have been recalled by Agent due to a sale of such
securities by Lender or an investment agent of Lender.

16.5 1In the event a Collateral Deficiency (or other loss of principal value of
Collateral) exists at the same time as a Borrower Default, Agent shall have the
right to set off the unpaid amount of any obligation of Lender to Agent arising
under this Agreement arising from the Collateral Deficiency (or other loss of
principal value of Collateral) against any obligation of Agent to Lender arising
under this section 16, Any payment by Agent under paragraph 16.2 and/or 16.3
shall be applied toward the discharge of Agent’s obligation (if any) to Lender
under paragraph 16.1. Agent shall be subrogated to, and Lender shall be deemed
to have transferred to the Agent, all of Lender’s corresponding rights against a
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Borrower (and against any guarantor of the Borrower) and in the Collateral and its
proceeds to the extent of any payment, transfer or credit made pursuant to this
section 16.

D) Fees. Pursuant to Clause 14.1 of the Agreement, Schedule C of the Agreement is hereby
amended and restated as follows:




SCHEDULE C
FEES

Effective as ofMarch 1, 2015

The Agent shall be entitled to receive the following fees for services provided under the
Agreement. The fees below are expressed as a percentage of Lender’s Net Revenue (as defined
in paragraph 7.1 of the Agreement).

30% Loans of U.S. Government and Agency Securities

30% Loans of U.S. Corporate Equity and
Fixed Income Securities

30% Loans of non-U.S. Sovereign Fixed Income and
non-U.S. Corporate Fixed Income Securities

30% Loans of non-U.S. Corporate Equity Securities

E) EquiLend Annex,Pursuant to Clause 14.1 of the Agreement, the EquiLend Annex is
hereby added tothe Agreement:

> 624/




EQUILEND ANNEX
To Securities Lending Authorization Agreement
(the “Agreement”)

This Annex sets forth the rights of any ERISA plan or trust (a “Plan”) executing the
Agreement as Lender with respect to transactions with EquiLend and other services provided by
EquiLend to The Northern Trust Company (“Northern”), in connection with Nosthern’s
securities lending business.

EquiLend is a joint venture of various securities lending agents and securities borrowers,
in which Northern Trust has an equity interest. EquilLend provides two main services, an
electronic trading platform (the “Platform™) and a data and market analysis tool (“Datalend”).

The Platform was launched on June 25, 2002 and provides standard electronic methods
for communicating securities available for borrowing, negotiating loans, and exchanging
information needed to administer those loans.  The Platform is intended to create operational
efficiencies and reduce the potential risks of lending transactions by streamlining the trading,
processing and monitoring of securities lending transactions. EquiLend is not itself a principal in
any transaction but rather facilitates securities lending transactions between borrowers and agent
lenders by providing access and connectivity between potential borrowers and agent lenders.
Unless a client has elected not to participate, all securities lending clients of Northern participate
in the Platform.

DataLend is a market analysis data tool which was launched in January 2013. It is
designed to allow its users to view and analyze a broad range of transaction information
including securities lending and borrowing data, reports, graphical interfaces and other
benchmarking tools. To generate these tools, data from lending clients’ securities lending
transactions (conducted both on and off the Platform) is submitted to EquiLend by users of
Datal.end, including Northern Trust (however, this data does not disclose the identity of any
lending clients engaged in these transactions). Access to this Datalend information is intended to
enhance agent lenders’ ability to evaluate the securities lending marketplace when making
securities lending decisions on behalf of clients. Unless a client has elected not to participate,
all securities lending clients of Northern participate in Datal.end.

The services and products offered by Equilend (including the Platform and Datalend)
may be offered either directly to Northern clients or to Northern for the benefit of its clients. No
securities lending client is charged any additional fee for any EquiLend services or products used
by Northern; rather any fees charged by EquilLend, including fees for participation in the
Platform and DataLend, are paid by Northern.

IEquiLend is a subsidiary of EquiLend Holdings 1.L.C., which is a holding company owned by BlackRock Asset
Management International Inc,, Creclit Suisse First Boston Next Fund, Inc., The Goldman Sachs Group, Inc., I.P.
Morgan Clearing Corp., ILP. Morgan Strategic Securitics Lending Corp., Merrill Lynch L.P. Holdings, Inc,,
Strategic Investments I, Inc. (Morgan Stanley), Northern Trust Corporation, SSB Investments, Inc. (State Street),
and UBS Americas, Inc.
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F) Except as hereby specifically amended, the Agreement as heretofore set forth shall
remain in full force and effect.

G) This Amendment Agreement will be governed by, and construed in accordance with laws
governing the Agreement.

H) The terms of this Amendment Agreement shall be effective as of March 1, 2015.

Executed in two originals

BAY COUNTY EMPLOYEES® RETIREMENT
SYSTEM

By:
Name:
Title:
Date:

AGREED TO AND ACCEPTED BY:
THE NORTHERN TRUST COMPANY

By:
Name:
Title:
Date:
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NOTICE OF PUBLIC MEETINGS

THE BOARD OF TRUSTEES OF THE BAY COUNTY EMPLOYEES' RETIREMENT
SYSTEM, 515 CENTER AVENUE, 3rd FLOOR, BAY CITY, MICHIGAN 48708,
PHONE NUMBER (989) 895-4030, HAS SCHEDULED REGULAR MEETINGS FOR
2015. ALL MEETINGS WILL BE HELD AT 1:30 P.M. {(*except as noted)
IN THE BOARD OF COMMISSIONERS CHAMBERS, LOCATED IN THE BAY

COUNTY BUILDING, 515 CENTER AVENUE, 4TH FLOOR, BAY CITY, MI
487708,

JANUARY 13, 2015
FEBRUARY 10, 2015
MARCH 10, 2015
APRIL 14, 2015
* APRIL 23, 2015 - 9:00 A.M.
MAY 12, 2015
JUNE 9, 2015
JULY 14, 2015
AUGUST 11, 2015
SEPTEMBER 8, 2015
OCTOBER 13, 2015
* OCTOBER 22, 2015 - 8:30 A.M.
NOVEMBER 10, 2015
DECEMBER 8, 2015

| 2]a3 a0l

Date Crystgl Hebert
Finance Officer/Secretary
Bay County Employees’ Retirement System, Board
of Trustees

The County of Bay will provide reasonable and necessary auxiliary
aids and services, such as signers for the hearing impaired and audio
tapes of printed materials being considered at the meeting, to
individuals with disabilities at the meeting/hearing upon ten days
notice to the County of Bay. Individuals with disabilities reguiring
auxiliary aids or services should contact the County of Bay by
calling or writing: Timothy Quinn, ADA Coordinator, Office of
Corporation Counsel, 515 Center Avenue, Suite 402, Bay City, MI
48708, (989) 895-4096 or (989) 885~404%9, TDD

G:\Ret\RetMisc\Folder:tlotice of Public Meetings
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Thomas L. Hickner
Bay Counly Execulive

Crystal Heber{
Finance Officer/Secrotary

December 16, 2014

Ms. Nancy Clark

Eagle Asset Management
880 Carillon Parkway
St. Petersburg, FL 33716

Dear Ms. Clark:

BAY COUNTY EMPLOYEES' RETIREMENT SYSTEM

@y, BAY COUNTY VOLUNTARY EMPLOYEES’ BENEFICIARY ASSQCIATION
BAY COUNTY BUILDING

515 CENTER AVENUE

BAY CITY, MICHIGAN 48708-5128

BOARD OF TRUSTEES
Steven Gray, Chairperson
Richard Brzezinski

Kim Coonan

Richatd Gromaski

Fom Herek

Jon Morse

Matthew Peti

Thomas Starkwealher
Krislal Goelz

ADMINISTRATIVE STAFF
Tiffany Jery

Rebecca Marsters

{989) 895-4043

TDD (989) 895.4049

FAX {989) 895-4039

There is a need for the Bay County Employee’s Retirement System to rebalance its asset
allocation therefore, 1 am requesting that Eagle Asset Management divest themselves of
$1,500,000.00 (one million five hundred thousand dollars) and make funds available for the

Northern Trust Company on Thursday, December 18, 2014

If you have any questions or concerns regarding the above, please contact me at (989) 895-4030.

Sincerely,

Braent Wbk

Crystal Hebert

Bay County Finance Officer/Secretary

VIA E-MAIL -ORIGINAL TO BE SENT SURFACE MAIL

c Bay County Employees’ Retirement System Board of Trustees

Howard Pohl, The Bogdahn Group

Peter Brown, The Bogdahn Group
Larry Fumarolo, The Northern Trust Company
Rebecca Marsters, Retirement Administrator




BAY COUNTY EMPLOYEES’ RETIREMENT SYSTEM
BAY COUNTY VOLUNTARY EMPLOYEES’ BENEFICIARY ASSOCIATION
BAY COUNTY BUILDING

515 CENTER AVENUE
BAY CITY, MICHIGAN 48708-5128

BOARD OF TRUSTEES
Steven Gray, Chairperson
Richard Brzezinski

Kim Coonan

Thomas L. Hickner Richard Gromaski
Bay Gounly Executive Tom Herek

Jon Morse
Crysatal Hebert Matthew Pett

finance Officar/Secrelary Thomas Starkweathear
Kristal Gostz

ADMINISTRATIVE STAFF
Tiffany Jerry
Rebecca Marsters

{989) 895-4043
December 16, 2014 TDD (989} 8954049

FAX (989) §95-4039
Ms. Andrea Leistra

Integrity Asset Management
480 Pierce Street
Birmingham, MI 48009

Dear Ms. Leistra:

There is a need for the Bay County Employee’s Retirement System to rebalance its asset
allocation therefore, I am requesting that Integrity Asset Management divest themselves of
$1,500,000.00 (one million five hundred thousand dollars) and make funds available for the
Northern Trust Conipany on Thursday, December 18, 2014.

If you have any questions or concerns regarding the above, please contact me at (939) 895-4030.

Sincerely,

L $derct
Crystal Hebert
Bay County Finance Officer/Secretary

VIA E-MAIL ~ORIGINAL TO BE SENT SURFACE MAIL

c Bay County Employees’ Retirement System Board of Trustees
Howard Pohl, The Bogdahn Group
Peter Brown, The Bogdahn Group
Larry Fumarolo, The Northern Trust Company
Rebecca Marsters, Retirement Administrator
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No. 2015 -4
BAY COUNTY RETIREMENT BOARD
1/13/2018

RESOLUTION
BY: BAY COUNTY RETIREMENT BOARD
WHEREAS, An application for a non-duty disability was received from Mr, Randy Borchardt.
WHEREAS, All required documents have been filed with the Retirement Office.
WHEREAS, Bay County Medical Director, Dr, Kirk Herrick, D.0. has reviewed all medical

records and other pertinent information regarding this application.

WHEREAS, 1t is Dr. Herrick’s professional opinion that Mr. Bochardt is no longer able to

perform the duties of his occupation.
RESOLVED That this Board approve this non-duty disability application.

STEVE GRAY, CHAIR
AND BOARD

NON-DUTY DISABILITY APPLICATION: RANDY BORCHARDT

MOVED BY TRUSTEE

SUPPORTED BY TRUSTEE
TRUSTEE Y | N | E | TRUSTEE Y | N | E | TRUSTEE Y [NJE
Steve Gray Matthew Pett Thomas Herek
Richard Jon Morse Richard Gromaski
Brzezinski
Kim Coonan Thomas Kristal Goetz

Starkweather

Vote Totals:

Roll Call: Yeas Nays Excused

Voice: Yeas Nays Excused

Disposition:  Adopted Defeated Withdrawn

Amended Corrected Referred




