BAY COUNTY VOLUNTARY EMPLOYEES’ BENEFICIARY ASSOCIATION
AGENDA

TUESDAY, JANUARY 13, 2015
(Immediately Following the Retirement Board of Trustees’ Meeting @ Approximately 2:30 P.M.)

COMMISSIONERS CHAMBERS
515 CENTER AVENUE - 4" FLOOR
BAY CITY, MI 48708

PAGE I CALL TO ORDER
It ROLL CALL

HI. ELECTION OF QFFICERS: CHAIRPERSON & VICE-CHAIRPERSON -
(Finance Officer, Crystal Heberl to conduct election)

Iv. MINUTES
1-4 .. i DECEMBER 9, 2014

V. PUBLIC INPUT
A. LORD ABBETT

1. JACOB VEHRING, LOCAL REGIONAL MANAGER

B. MONTHLY REPORTS - No. 2015-1
5-200. ... L PORTFOLIO VALUE 1/31/14 - 12/31/14
2, MONTHLY CHANGE IN BOOK AND MARKET VALUE
- ENDING 10/31/14 & 11/30/14
3. MONEY MANAGER REPORTS
a. C.8. MCKEE - ENDING 11/30/14
4. RECAPTURE SERVICES
a. CAPIS - ENDING 11/30/2014
5. VEBA YTD BUDGET REPORT 1/6/2015
6. APPROVED EXPENSES - 12/30/2014
21 o C NOTICE QF PUBLIC MEETINGS 2015

VI ANNOUNCEMENTS
A, NEXT REGULAR MEETING - TUESDAY, FEBRUARY 10, 2015

IMMEDIATELY FOLLOWING THE RETIREMENT BOARD OF
TRUSTEES MEETING AT APPROXIMATELY 2:30 P.M.,
COMMISSIONERS CHAMBERS, 515 CENTER AVENUE - 4™
FLOOR, BAY CITY, MI 43708

Vil UNFINISHED BUSINESS

VIII. NEW BUSINESS

IX. MISCELLANEOUS BUSINESS

X 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 Retirement Office.

The meeting of the Board of Trustees was held on December 9,2014 at 2:58 p.m.
in the Commission Chambers, 4% Floor, Bay County Building, 515 Center Avenue,
Bay City, Michigan. Roll was taken.

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

Trustees Absent: Ms. Goetz

Also Present:

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

Retirement Administrator: Rebecca Marsters

Corporation Counsel: Shawna Walraven

Outside Counsel: Thomas Michaud

The meeting was called to order by Chairman, Steve Gray at 2:58 p.m.
1. Moved, supported and carried to excuse Trustee Goetz.

2. Moved, supported and carried to approve the minutes, as presented, from
the November 12, 2014 meeting.

Mr. Gray called for public input. As there was no public input, he moved onto
petitions and communications.

Present today from C.S. McKee of Pittsburgh, Pennsylvania is Mr. Jeff Davidek,
Vice President. Mr. Davidek talked about the bond market and declining
interest rates. The question on their minds in managing this piece of the fund
is how to best position the county’s assets for what would happen if interest
rates moved upward. It is an important part of the fund in that it is a
counterweight te the risk that you see in your eguity returns. In no area is
this more true than the area that we are managing for the County, which is
core fixed income. Going back to 2001, C.3. McKee has outperformed the
Barclay’s Bggregate benchmark every year in this strategy. One of the reasons
why we have been successful in this space 1s we have been very benevolent and
we have been very good at running investment grade or better portfolios that
have tremendous down-side capture history.

C.8. McKee has taken a more defensive position in the fund at this time. We
are a little bit short of duration of the benchmark. We are about 90% of what
the benchmark duration is. The effective duration of the Barclay’'s aggregate
index is 5.62 years. The effective duration of your portfolio that C.5. McKee
is managing is 5.12 years. We are giving up a little bit of yield in the
portfolio by having a shorter duration position. We are okay giving up a
couple of tenths of a basis point in yield if it means we have more downside
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protection when rates move. We think it is more of a question of not if, but
when,

For the year-to-date, the mandate that we are managing for the County is up
5.65% versus 5.52% for the benchmark. The duration in the portfolio has
resulted in about -40 bps of outflow, but that has been more than offset by
good security selection and good sector indication within the fund. So we
have made up for that defensive positioning with very good security selection
and we are hopeful that history will continue for us and for the County.

Going through the sectors, we are underweight U.S. Treasuries pretty
significantly right now. U.S. Treasuries make up about 7.6% of the total
portfolio versus over 35% of benchmark. In lieu of that, we do not want to
take a whole lot more credit risk so we are staying in the government credit
area where we have a big overweight to U.S. agencies. We are about 32% in
agencies versus about 6.5% in the benchmark. We have an overweight in
corporates right now. We like a lot of the high-quality corporate bonds. You
can get compensated with a little bit more yield there. We are underwelght
in mortgages, but we may increase that mortgage exposure over the next year or
so. It is an area that we are looking at as potentially being a place to
reallocate. The biggest concern we would have in a rising rate environment is
are we tying up too much of the County’s money in long~term bonds at too low
of a rate. We do not want to have a bunch of your money tied up in 10-year
treasuries that are paying 2.2%. We would rather be shorter in duration and
have more flexibility to reposition as rates move higher and get the better
rate of return for the County. We understand our function within your plan.
We are doing the best that we can to make sure that this piece of the
portfolico will be a counterweight to the other riskier asset classes in the
portfolio.

Trustee Starkweather stated as part of our investment philosophy, we gave you
a list of things that we want you to invest in and structure and so on. He
asked if there was anything within those parameters that Mr. Davidek would
like to discuss or would like the Board to reconsider or change. Mr. Davidek
responded they are very comfortable with the parameters they have been given.
If there was a desire by the Board for them to change or just say move from
high yield as an example or emerging markets, that is not really in the scope
of what they do. They are very specific to this core fixed income mandate.

Mr. Davidek answered questions of Trustees and concluded his report.

3. Moved, supported and carried to receive the performance report from C.S.
McKee.
4. Moved, supported and carried to receive the Portfolio Value from 1/1/14 -

11/30/14. Today’s value is $41,997,000,

5. Moved, supported and carried to receive C.S. McKee Summary report ending
10/31/14.

A
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6. Moved, supported and carried to receive recapture service report CAPIS
summary ending 10/31/14.

7. Moved, supported and carried to receive the VEBA year-to-Date Budget
Report.

8. Moved, supported and carried to approve the public meeting calendar for
2015.

9. Moved, supported and carried to approve the Money Manager’s Speaker

schedule for 2015.

ANNOUNCEMENTS :

A. Next reqularly scheduled meeting will be Tuesday, January 13, 2015
immediately following the Retirement Board of Trustees Meeting at
approximately 2:30 p.m. in Commissioner’s Chambers, 515 Center Avenue -
4% Floor, Bay City, MI 438708,

UNFINISHED BUSINESS: None
NEW BUSINESS:

MISCELLANEQUS BUSINESS: None
ADJOURNMENT :
10. Moved, supported and carried to adjourn the meeting at 3:17 p.m.

Regpectfully submitted,

598 B\ v

Crystal Hebert
Finance Officer/Secretary

Transcribed by: Tracy Cederguist




MEETING OF THE V.E.B.A. 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: CHAIR STEVE GRAY AT __2:58 P.M.
TRUSTEE 1 2 3 4 5 6 7 8 9 10
BRZEZINSKI Y Y Y Y M-Y M-Y M-Y Y Y Y
COONAN Y Y M-y Y Y Y Y Y S-Y Y
GRAY Y Y Y Y Y Y Y Y Y Y
GROMASKI Y M-y S-Y Y Y Y Y Y Y sS-Y
HEREK Y Y Y Y Y Y Y Y Y Y
MORSE S-Y Y Y S-Y S-Y S-Y 5-Y S-Y M-Y Y
PETT M-Y S-Y Y M-Y Y Y Y M-Y Y Y
STARKWEATHER Y Y Y Y Y Y Y Y Y M-Y
GOETZ E E E E E E E E E E
TRUSTEE 11 12 13 14 15 16 17 i8 19 20
BRZEZINSKI
COONAN
GRAY
GROMASKI
HEREK
MORSE
PETT
STARKWEATHER
GOETZ

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

f




No. 2015-1

BAY COUNTY VOLUNTARY EMPLOYEES’ BENEFICIARY ASSOCIATION

BY:

01/13/2015
RESOLUTION

BAY COUNTY VOLUNTARY EMPLOYEES’ BENEFICIARY
ASSOCIATION BOARD

RESOLVED By the Bay County Voluntary Employees’ Beneficiary Association Board that the

following reports are received:

PORTFOLIO VALUE - 1/1/14 - 12/31/2014

CHANGE IN BOOK AND MARKET VALUE - 10/31/14 & 11/30/14
MONEY MANAGER REPORTS

a. C.S. MCKEE - ENDING 11/30/14

RECAPTURES SERVICES

a. CAPIS - SUMMARY ENDING 11/30/2014

BCERS YTD BUDGET REPORT - ENDING 12/31/2014
APPROVED EXPENSES - 12/30/2014

STEVE GRAY, CHAIR

AND BOARD

MONTHLY REPORTS -VEBA

MOVED BY TRUSTEE

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

Starkaveather

Vote Totals:

Rolt Call: Yeas Nays Excused

Voice: Yeas Nays Excused

Disposition:  Adopted Defeated Withdrawn

Amended Corrected Referred

ny
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VEBA Invoices Approved: December

linvoice Date.  |Vendor |Amount ~ |Description -
10/2/2014 The Bogdahn Group §  3,625.00 Q4 VEBA consulting fee
12/12/2014 Atalanta Sosnoff § 17,198.00 Q4 VEBA money manager fee
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NOTICE OF PUBLIC MEETINGS

THE BOARD OF TRUSTEES OF THE BAY COUNTY VOLUNTARY EMPLOYEES'
BENEFICTIARY ASSQOCIATION (V.E.B.A.), 515 CENTER AVENUE, TH
FLOOR, BAY CITY, MICHIGAN 48708, PHONE NUMBER (989) 895-4030,
HAS SCHEDULED REGULAR MEETINGS FOR 2015. ALL MEETINGS WILL BE
HELD AT APPROXIMATELY 2:30 P.M., FOLLOWING THE BAY COUNTY
EMPLOYEES’ RETIREMENT SYSTEM MEETING, IN THE BOARD OF
COMMISSIONERS CHAMBERS, LOCATED IN THE BAY COUNTY BUILDING, 515
CENTER AVENUE, 4TH FLOOR, BAY CITY, MI 48708,

JANUARY 13, 2015
FEBRUARY 10, 2015
MARCH 10, 2015
APRIL 14, 2015
MAY 12, 2015
JUNE 9, 2015
JULY 14, 2015
AUGUST 11, 2015
SEPTEMBER 8, 2015
OCTOBER 13, 2015
NOVEMBER 10, 2015
DECEMBER 8, 2015

\d.]23 2014 Cm@c@&, Mt

Date Cryst@l 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 the meeting, to
individuals with disabilities at the meeting/hearing upon ten days
notice to the County of Bay. 1Individuals with disabilities requiring
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) B895-4096 or (989) 895-4049. TDD
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