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1.

BAY CITY, MI 48708

CALL TO ORDER

ROLL CALL

MINUTES

A, APRIL 8, 2014 REGULAR MEETING
PUBLIC INPUT

PETITiONS & COMMUNICATIONS

A. THE BOGDAHN GROUP
l. HOWARD POHL - 1°" QUARTER REPORT
B. PORTFOLIO VALUE - 1/1/14 - 05/02/2014
C. MONEY MANAGERS ON WATCH - (EFFECTIVE DATE)

1. BARINGS - (6/6/13) NO REPORT
b. MONEY MANAGER REPORTS

CORNERSTONE - ENDING 03/31/2014

PR Ol

EAGLE ASSET MGMT - ENDING 02/28/2014
GENEVA - ENDING 03/31/2014

LOOMIS & SAYLES - ENDING 03/31/2014

MFS INVESTMENT - ENDING 3/31/14 & 4/30/14
MACKAY SHIELDS - ENDING 03/31/2014
SCHROEDER - ENDING 03/31/2014

RECAPTURE SERVICES

1 CONVERGEX - SUMMARY ENDING 03/21/2014

NORTHERN TRUST
1, SUMMARY EARNINGS - ENDING 03/31/2014
2. SUMMARY EARNINGS - ENDING 04/30/2014

REFUNDS/RETIREMENTS ENDING 04/30/2014

NON DUTY DISABILITY RETIREMENT

1. BRIAN DAVIDSON - GEN GROUP CFO

BCERS YTD BUDGET REPORT - ENDING 05/07/2014
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). THOMAS MICHAUD - ATTORNEY
1. TRUSTEE EDUCATION
32-57. 2. RECENT LEGAL ISSUES & DECISIONS
K. 800 HOURS PART-TIME EMPLOYEES

1. AMBER DAVIS-JOHNSON, CORP COUNSEL
L. THE BOGDAHN GROUP

L. RECOMMENDATIONS REGARDING POTENTIAL
CHANGES TO THE INVESTMENT POLICY

M. CORRESPONDENCE - INTEGRITY
.............. 1. ACQUISITION BY VICTORY CAPITAL
VL ANNOUNCEMENTS
A, NEXT REGULAR MEETING - JUNE 10, 2014 AT 1:30 P.M,,

COMMISSIONERS CHAMBERS, 515 CENTER AVENUE 4™
FLOOR, BAY CITY, Ml 48708

VIIL UNFINISHED BUSINESS
VIII.  NEW BUSINESS
A. DIRECT DEPOSIT OPTIONS FOR ALL RETIREES

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.

A meeting of the Board of Trustees was held on April 8, 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. Coonan Mr. Herek, Mr.
Morse, Mr. Pett, Mr. Starkweather, and Ms. Zielinski.

Trustees Absent: Mr. Gromaski.

Also Present:

Consultant: The Bogdahn Group: Peter Brown and Howard Pohl

Finance Officer: Crystal Hebert

Retirement Administrator: Janie Tacey

Attorney: Thomas Michaud from VanOverbeke, Michaud, & Timmony, P.C.
Corporation Counsel: Amber Johnson

Personnel Director: Tim Quinn

Members from the public: Yes

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

2. Moved, supported and carried to approve the minutes, as printed, from the
March 11, 2014 meeting.

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

3. Moved, supported and carried to receive the portfolio value from January
1, 2014 to March 30, 2014. The value today i1s $294.5 million.

4, Moved, supported and carried to receive portfolio performance reports from
Cornerstone, Eagle Asset, Geneva, Hotchkis & Wiley, Loomis Sayles, MFS
Investment, MacKay Shields, and Schroeder all ending February 28, 2014.

5. Moved, supported and carried to receive the report from ConvergEx ending
February 28, 2014,

Northern Trust’s summary ending 3/31/14 was a preliminary report. The Board
will wait until next month for the final report.

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

7. Moved, supported and carried to receive BCERS Year-To-Date Budget report
ending March 31, 2014.
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Discussion: Trustee had a question regarding $1,200 for hardware/software
repair. Crystal Hebert confirms this is the support for the actuary software.
Trustee questioned why this is not reflected in the budget and if it is a
yearly expenditure. This will be looked at in the next budget.

8. Moved, supported and carried to receive correspondence from Convergkx on
their regulatory investigations.

ANNOUNCEMENTS :

A, There is a special meeting on April 24, 2014 at 8:30 a.m. There will be
three money managers giving their portfolic performance presentations.

B. Next regularly scheduled meeting will be Tuesday, May 13, 2014 at 1:30
P.M. in Commissioner’s Chambers, 515 Center Avenue - 4" Floor, Bay City,
MI 48708.

UNFINISHED BUSINESS:

A. Legal agreement with VanOverbeke, Michaud, & Timmony, P.C.

The Trustees discussed the legal agreement and questioned how often Mr. Thomas
Michaud will attend Board meetings. Chairman Gray states Mr. Michaud will
attend two more meetings and then attend only on a quarterly basis unless there
is a legal issue where he would be needed. Fees were discussed including
hourly fee of 3180 and one-way travel fee. ©No other incidental fees such as
secretarial fees, copy fees etc., per Mr Michaud. There was some discussion
about Mr. Michaud attending as needed. Mr. Michaud stated that he does work
for some pension boards on an as-needed basis.

9. Moved, supported and carried to approve the Legal Representation Agreement
to have the firm of VanOverbeke, Michaud, & Timmony, P.C. represent the
Board of Trustees of the Bay County Employees’ Retirement System,

B. International Equity Manager Search,

Chairman Gray introduces Jeff Black’s replacement, Mr. Peter Brown. Mr. Brown
gives some background of his experience including specializing in real estate
investing and pension funds. He currently represents clients in Michigan
including Wayne County and electricians in Marquette.

Mr. Pohl provided the trustees with a summary of five money managers. The
summary provided a firm description, strategy description, and portfolio
characteristics. The five money managers being considered are American Century
Investments, Artisan Partners LP, MFS Investment Management, OFI Global Asset
Management, and Thornburg Investment Management.

They all have a growth investment philosophy as does Barings. Fach of these
firms would be a replacement candidate for those assets, Mr. Pohl explained

L
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the three types of management fees which are separate account, a
pooled/commingled fund or a mutual fund. He suggests a co-mingled or mutual
fund approach be taken as it will cut down on custody fees. In general there
are not huge differences in the commingled fees between the five companies.
These fees are not negotiable. Mr. Pohl states that fees should not be a
significant determinant of the selection process.

American Century: Their overall approach is what is called a bottom up process.
They look at individual stocks and make selection determinations by their
investment committees and portfolio managers based upon the fundamental
characteristics of these different securities. They are not taking a top down
view, which is okay. BAmerican Century focuses primarily on larger
capitalization companies exhibiting at improving fundamentals and accelerating
growth characteristics with very limited exposure to emerging markets. They
have a maximum of 15% in emerging markets but at the present time only have
about 8%. They have 124 stocks in their typical portfolio so are very broadly
diversified. They have about 108% annual long term turnover so relatively high
turnover in their portfolios. They are not typically going to be involved in
these companies for a long period of time. They have no particular set limits
on the amount that they can have in an industry or a sector.

Artisan Partners LP: They focus on themes. They will take a particular theme
and apply it to the world economy. It may be on aging, growth of technology,
or some other theme. They will look for companies that will fit that theme on
an ongoing basis. They are looking for companies whose P/E’s have not yet
caught up with what they perceive to be the future earnings growth rates of the
companies. They have 70-100 stocks contrasting that to American Century 124.
They have a business side of the organization as well as an investment side.
The investment people are not actively involved in running the business. This
puts more of a focus on marketing and growing the business than many other
firms. They have closed down products occasionally but still are very much
focused on growth. They have limits on the amount they will put into various
categories. They have 30% for a country, 25% for an industry and 5% for any
individual stock. They are only at 12% today so not all that different than
the 8% that American Century has, but much more possibility of going heavier
into emerging markets.

MFS (Mass Financial): They have a variety of products all across fixed income,
equities, domestic, and international. They are very oriented towards higher
quality companies. This has helped them in downside markets. They are very
focused on buying at the right time and at under valued prices. They have a
much lower turnover at 33%. They have similar limits to commitments to
countries, industries and individual stocks to that of Artisan, roughly 25%
type limits in most cases and 5% for any individual stock. MFS has 13% in
emerging markets.

OFT (formerly known as Oppenheimer Funds Inc.): They look for funds that fit a
word they use MANTRA which stands for mass affluence, new technology,
restructuring and aging. Those themes are pervasive in their selection process
of individual stocks. They have about 112 stocks in their portfolios. They
have very low turnover only 10%. This is off the charts on the downside from a
turnover standpoint. They are very long-term investors holding most of these

3
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stocks for extremely long time periods. They will not change their themes as

quickly as the theme changes likely happening at Artisan. They want companies
that have very visible sustainable earnings growth going out 3-5 years,

Thornburg: Their strategy is one which utilizes a great deal of Small to Mid
Cap companies. About 70% of their portfolio is in that category. They have
about 76% turnover. They are the most concentrated. They have 30-55 stocks.
On the surface, we would say that would generally be thought of as the most
risky because they have fewer companies. Their themes and theilr approach use a
great deal of technology in that they are looking at upside and downside
expectations. From a statistical standpoint, they have actually protected on
the downside a little bit better than some of the others.

Mr. Pohl discussed the cumulative performance for the last 6 years as well as
the risk/return, volatility, and standard deviation. On the entire 6-year time
period, or either of the 2-3 year time periods, Artisan had the highest
standard deviation and Thornburg, Oppenheimer and MFS typically had the lower
with varying degrees of out performance of the index.

Mr. Brown discussed country/region allocation outlined on page 3. He states
that given the size of our portfolio we have the capacity and ability to invest
in multiple sectors within various markets so we have Growth, Value, Large Cap
and Small Cap. We can do the same with international. Trustees had questions
about how Barings compares to these companies, the impact of Russia on the
international markets and high frequency trading. There was discussion about
investment opportunities in Latin America, Asia and Japan.

Chairman Gray asked for a vote and the Trustees voted to bring in American
Century, Artisan and OFI for an interview. Trustee Coonan stated he would like
all the companies tracked to see how well the Board picked.

Mr. Pohl states that Mary Nye and Peter Brown will be attending the meeting
scheduled for April 24™ as he has a confliict on that date. Mary is now
focusing totally on consulting., Mr. Pohl would like the Board to allocate
about 40-minutes to each manager, allowing 30 minutes for the presentation and
10 minutes of Q&A. Chairman Gray asks Mr. Pohl to select some dates for the
interviews and the Board can decide which date is suitable when they meet on

April 24*", The Board would prefer to do the interviews on a separate day from
the regular meeting date.

Chairman Gray states Trustee Education will wait until next month as there are
two more items to discuss today.

Mr. Quinn introduces the new Corporate Counsel, Amber Johnson. There was some
discussion about which attorney would handle specific items. Ms. Johnson
states that as Corporate Counsel she could handle the majority of the work on a
day~to~day basis., If there was something that required very particular
knowledge with regards to finance it would be referred to Mr. Michaud at
VanOverbeke, Michaud and Timmony, P.C.
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NEW BUSINESS:

A, Discussion on Ordinance Language in Reference to Part-time Positions of
800 hours or more,

There are a couple of part-time employees in the general group who have asked
for calculations for retirement. These requests came in during the transition
period between Danean Wright leaving and Janie Tacey being hired. Both of
these employees have worked for the County in the general group for 10 years;
however, only 2 out of the 10 years met the minimum 800-hour requirement to
count toward service credit. It would seem these two individuals are not
vested and do not have a retirement benefit.

Mr., Quinn comments the language is ambiguous and can be interpreted
differently. It says it is at the discretion of the Board but we would be hard
pressed to make a call one way or the other and not have it open to criticism
by somebody. Ms. Johnson comments she does not have a record at this point
other than just working on the language to avoid problems in the future. The
wording used is “regularly scheduled” and that is not defined in the Retirement
Ordinance. She does not think it necessarily leans either way.

Chairman Gray stated that he called Ms. Wright after he learned of this and
asked her how this was this handled in the past. Ms. Wright said if an
employee had 10 years of service and ¢ of those years had 800 hours and one
year was at least close she would put it through. She said anything less than
that she would not have processed it. There was discussion as to how many
other employees may be affected, possible solutions on how to calculate service
credit, the potential for lawsuits and what the cost of a lawsuit may be versus
the cost of a retirement benefit, and setting up a system to track specific
hours per month. Chairman Gray explained how they track hours at the Road
Commission and how time cards can be reviewed for each person.

There was discussion about the language stating 800 “regularly scheduled” hours g
even if there is no work to be done. There really is not a good scolution to |
this one. Mr. Michaud states in terms of concept the ordinance would need to
be followed and if there is a gray area the Board has discretion and it should
support past practice. Ideally the Board would have specifics provided to the
trustees in terms of how many employees, and how many hours they actually
worked. Whether it is 800 hours in a calendar year or fiscal year or month or
4 gquarters, Those kinds of questions are always issues in terms of how you
track it, but you want te make sure you have the information you need to make a
decision. The Board cannot change the language. You need to follow the
ordinance as much as possible and stick with the letter of the ordinance.

There was discussion on needing more information and working on proposed
language to fix this. According to Ms. Wright this will come up again with
employees from the Juvenile Home. We need to get it right due to potential
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lawsuits as mentioned earlier.

There was discussion about how we would process a retirement if we accept this
employee as qualified for a pension. Would the administration make the
appropriate monetary contribution to the pension fund because none were made
for the last 10 years for this part-time individual? Would this be viewed as a
buy-in like someone that buys military service credit? Ms. Hebert explains
that contributions are made after a part-time employee has been employed for a
year, If hired under the 800 hours provision then contributions are taken as
it is anticipated they will make the 800. The Fund has actually benefitted
from the standpoint of those people who did not meet the 800 hour criteria.

Chairman Gray requests that Mr. Michaud and Ms. Johnson gather information and
make a recommendation to the Board at the next meeting and asks if a motion is
needed to turn it over to the attorneys. Ms. Johnson comments that a motion is
not needed {o ask Corporation Counsel to review the matter. The Board

requested that Corporation Counsel review Lhis matter and report back to the
Board,

B. Janie Tacey - Conference Education.
Janie Tacey would like to go to several seminars between now and October

regarding governmental accounting. Total cost is $270 for 3 days. There was
some discussion regarding the venue, expenses, and mileage.

10. Moved, supported and carried to approve conference education for Janie
Tacey.
C. Contracts for ConvergEx replacement.,

Mr. Michaud discussed the contracts and finalization of the agreements with
Abel/Noser and Capis the firms replacing ConvergEx. Significant changes were
made to the agreement in terms of making sure the Board was protected regarding
liability, insurance, and indemnifying the Board, if there is an issue with
Michigan Law which is in the Board’s favor. He also discussed Reporting
Requirements. The agreements are now ready to be signed by Mr. Michaud’'s
recommendation and once they are executed they can be sent back to the parties
for their signatures. Letters will also need to go out to all the money
managers advising them of the new brokerage relaticnships.

11. Moved, supported and carried to accept the legal agreements with
Abel/Noser and Capis, to sign the agreements and once they have been
executed to send a letter releasing ConvergEx.

Chairman Gray turned the meeting over to Tom Michaud for discussion of mandated
pclicies. Mr. Michaud states the Board should have received a fiduciary
responsibility packet as an overview. The Board did not receive this prior to
the meeting. Janie Tacey will put these together and send them out to the
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Board. Mr. Michaud states the Board will be receiving a packet with an
overview of the game plan focusing on page 4and highlighting a number of
planned policies. There was discussion regarding different policies and which
ones need updating. Investment policies should be reviewed once a year to be
sure everyone is familiar with it and to consider any updates.

First priority would be the Investment Guidelines. The Code of Conduct and
Ethics Policy are a new legal requirement and should be in put in to place.
This Board should understand their poeolicies, follow them, and be comfortable
with them. They are a work in progress and should be reviewed and details
worked out as needed. A policy on record retention is a legal requirement and
we should have something in writing along with a policy on the Freedom of
Information Act. Other policies such as Disability Retirements and Service
Retirements are more administrative.

The Investment Guidelines and Code of Conduct should be addressed in the short
term unless there is another issue the Board would like to raise to the top.
This Board currently has no Code of Conduct policy in place. Travel and
Education policies are done. Mr. Michaud states our Investment Policy is
adequate. Mr, Michaud states it has not been looked at for a couple of years

and it would be prudent to re—adopt it with all the legal changes that took
place last year.

Chairman Gray asks if there is a bollerplate on the Code of Conduct. Mr.
Michaud will work on a Code of Conduct pelicy that he could introduce next
month. Amber Johnson asks about updating the Investment Policy and addressing
all of these areas at the same time rather than doing them piece meal.

Chairman Gray responds the Code of Conduct is separate from the Investment
Policy. Mr. Michaud explains this would be a stand alone policy separate from
the investment guidelines. Ideally, it would be established and nct have to be
changed. Investment consultants and managers may want to fine tune along the
way. Mr. Michaud suggests the policy be reviewed every year not necessarily to
change anything, but just a review.

Mr. Pohl gave an example of Loomis Sayles buying investments in pipelines. Bay
County’s current policy does not permit this. Loomis had actually bought some
for Bay County until it was discovered it could not be bought under the policy
and they distributed it to other accounts. There are more and more types of
bonds always being added and you will always have to be updating to include the
latest and greatest of what is being offered. Loomis Sayles was asking for
approval to change the policy and Bogdahn thinks it is a reasonable request.
Chairman Gray states that if Bogdahn thinks it is a prudent change then the
Board would be comfortable making that change. However, if any other changes
need to be made, they would like to make them all at the same time. Mr. Pohl
is not aware of any other changes at this time.

12. Moved, supported and carried to tentatively approve changes to the
Investment Policy as recommended by Bogdahn.

Discussion: Trustee reiterated that Bogdahn is to prepare the recommendations
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and present to the Board next month for final approval.

Amber Johnson asks to go back to New Business, Item A where she stated she
didn’t believe the Board needed a motion to refer the issue of 800 hours to

legal counsel. She states we do need a motion to refer it te Corporation
Counsel.

13. Moved, supported and carried to have Corporation Counsel review the
ordinance language regarding the 800 hours.

MISCELLANEQUS BUSINESS None

ADJOURNMENT !

14. Moved, supported and carried to adjourn the meeting at 3:18 p.m.

Respectfully submitted,

gt Wk

Crystal Hebert
Finance Officer/Secretary

Transcribed by: Tracy Cederquist




MEETING OF THE BCERS BOARD OF TRUSTEES COMMITTEE
APRIL 8, 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 q 5 6 7 8 9 io
BRZEZINSKI Y M-y Y Y M-Y M-Y M-¥Y M-Y Y S5-Y
COONAN Y Y Y Y Y Y Y Y M-Y M-Y
GRAY Y Y Y Y Y Y Y Y Y Y
GROMASKI E E E E E E E E E E
HEREK Y Y M-y Y Y Y Y Y Y Y
MORSE S-Y Y Y S-Y 5-Y S-Y S-Y S-Y 5-Y Y
PETT M-Y S-Y Y M-Y Y Y Y Y Y Y
STARKWEATHER Y Y S-Y Y Y Y Y Y Y Y
ZIELINSKI Y Y Y Y Y Y Y Y Y Y
TRUSTEE 11 12 i3 14 15 16 17 i8 19 20
BRZEZINSKI S-Y S5-Y Y Y

COONAN Y M-Y 5-Y Y

GRAY Y Y Y Y

GROMASKI E E E E

HEREK Y Y Y Y

MORSE Y Y Y M-Y

PETT M-y Y M-Y S-Y

STARKWEATHER Y Y Y Y

ZIELTINSKI Y Y Y Y

CODE: M - MOVED; § - SUPPORTED; Y-YEA; N-NAY; A-ABSENT; E-EXCUSED
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1B CORNERSTONE

'PERFORMANCE HISTORY
Bay County Employees' Retirement System

Percent Return
Per Period

Time Period 3/31/2014

YiD : 5.92% 9.76% 9.98%

3 Year 11.20% 10.54% 10.65%

Inception (October 21, 2008) 17.00% 16.31% 14.95%
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Bay County Employees Retirement System
Frederick L. Dryzga, Chairperson

Bay County Building

515 Center Avenue, Suite 706

Bay City, MI 48708-5128

- Investing with Intelligence, Experietice and Conviction
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Geneva Capital Management Lid.

100 E. Wisconsin Avenue, Suite 2550, Milwaukee, WI 53202
(t) 414-224-6002 (f) 414-224-9503 invest@gcmitd.com

Geneva Capital Management Ltd.

PORTFOLIO APPRAISAL

Bay County Employees’ Retirement System XXXX9057 (bcers)
March 31, 2014

Original Unit Cost Market Pct. Annual
Purchase  Shares Security Cost Basis ~ Price Value Assets  Income  Yield
COMMON STOCK
ELECTRONIC COMPONENTS
01-17-13 5,545 AMPHENOL CORP NEW CL A 67.92 376,597 91.65 508,199 22 4,436 9
376,597 508,199 22 4,436
COMPUTER SERVICES SOFTWARE & SYSTEMS
01-17-13 5,141 ANSYSINC COM 72.76 374,061 77.02 395,960 1.7 0 0.0
01-17-13 9.006 COGNIZANT TECHNOLOGY 39.08 351,992 50.60 455,704 2.0 0 0.0
SOLUTIONS CL A
10-17-13 3,207 COMMVAULT SYSTEMS INC 82.39 264,214 64.95 208,295 0.9 0 0.0
COM
01-17-13 3,674 INTUIT COM 6244 354,290 71.73 441,040 1.9 4,312 1.0
01-21-14 7.913 MANHATTAN ASSOCS INC COM 347 274,638 35.03 277,192 12 0 0.0
01-17-13 7,263 MICROS SYS INC COM 44.73 324,872 5293 384,431 1.7 0 0.0
01-17-13 7,293 RED HAT INC COM 5133 374,325 52.98 386,383 1.7 0 0.0
09-03-13 3,744 TYLER TECHNOLOGIES INC 83.39 312,216 83.68 313,298 1.4 0 0.0
COM
02-04-14 1,117 ULTIMATE SOFTWARE GROUP 159.98 178,703  137.00 153,029 0.7 0 0.0
INC COM ] -
2,809,312 3,015,331 13.3 4,312 0.1
HEALTH CARE SERVICES
01-17-13 6,846 CATAMARAN CORP COM 51.13 350,016 44.76 306,427 I3 0 0.0
01-17-13 8,503 CERNER CORP COM 40.92 347,932 56.25 478294 21 0 0.0
697,948 784,721 35 0 0.0
MEDICAL EQUIPMENT
02-26-14 1,819 IDEXX LABS INC COM 126.30 229,745 121.40 220,827 1.0 0 0.0
06-03-13 3933 SIRONA DENTAL SYSTEMS INC 69.53 273,452 74.67 293,677 1.3 0 0.0
COM
01-17-13 5,698 VARIAN MED SYS INC COM 74.77 426,048 83.99 478,575 21 0 00
929,245 993,079 4.4 0 0.0
MEDICAL & DENTAL INSTRUMENTS & SUPPLIES
01-17-13 6,809 ALIGN TECHNOLOGY INC COM 30.60 208,387 51.79 352,638 1.6 0 0.0
01-17-13 2,168 BARD C R INC COM 115.63 250,690 147.98 320,821 14 1,821 06
459,077 673,459 3.0 1,821 0.3
MEDICAL SERVICES
01-17-13 6,728 PAREXEL INTL CORP COM 33.14 222,945 54.09 363,918 1.6 0 0.0
222,945 363,918 1.6 0 0.0
PHARMACEUTICALS
12-19-13 3,129 PERRIGO CO PLC SHS 15220 476,249 15466 483,931 21 1,314 0.3
476,249 483,931 21 1,314 0.3

/¥




‘) Geneva Capital Management Lid.

100 E. Wisconsin Avenue, Suile 2550, Milwaukee, WI 53202
() 414-224-6002 (f) 414-224-9503 invest@gcmitd.com

Geneva Capital Management Ltd.

PORTFOLIO APPRAISAL

Bay County Employees' Retirement System XXXX9057 (bcers)
March 31, 2014

Original Unit
Purchase Shares Security - Cost
AUTO PARTS
01-17-13 16,059 LKQ CORP COM 22.85

TEXTILES APPAREL & SHOES
01-17-13 5,157 UNDER ARMOUR INC CL A 52.25

RECREATIONAL VEHICLES & BOATS

01-17-13 4,245 POLARIS INDS INC COM 83.79
RESTAURANTS
01-17-13 868 CHIPOTLE MEXICAN GRILL INC 321.38
COM
01-17-13 1,820 PANERA BREAD COCLA 163.05
SPECIALTY RETAIL
01-17-13 8,021 DICKS SPORTING GOODS INC 49.54
COM
07-10-13 9.264 DSWINCCLA 41.75
01-17-13 4,116 OREILLY AUTOMOTIVE INC 87.69
NEW COM
01-17-13 8,322 TRACTOR SUPPLY CO COM 46.82
FOODS
10-22-13 3,888 HAIN CELESTIAL GROUP INC 86.39
COM
01-17-13 2,245 SMUCKER J M CO COM NEW 88.81
PERSONAL CARE
01-17-13 5.561 CHURCH & DWIGHT INC COM 55.87

OIL WELL EQUIPMENT & SERVICES
04-30-13 4,869 OCEANEERING INTL INC COM 70.43

OIL: CRUDE PRODUCERS

01-17-13 3,800 CONCHO RES INC COM 91.71
01-17-13 4,199 RANGE RES CORP COM 67.17
2

Cost
Basis

366,924
366,924

269,441
269,441

355,709
355,709

278,958
296,747
575,704
397,344

386,798
360,918

389,619
1,534,679
335,888

199,368
535,257

310,701
310,701

342,045
342,945

348,482
282,054
630,536

/7

Price

2635

114.64

139.71

568.05 -

176.47

54.61

35.86
148.39

70.63

91.43

97.24

69.07

71.86

122.50
§2.97

Market
Value

423,155
423,155

591,198
591,198

593,069
593,069
493,067

321,175
814,243

438,027

332,207
610,773

587,783
1,968,790

355,480

218,304
573,784

384,098
384,098

349,886
349,836

465,500
348,391

813,891

Pet. Amnual
Assets  Tncome

19 0
19 0
26 0
26 0
26 8,150
26 ,
22 0
14 0
3.6 0
19 4,010
15 6,948
2.7 0

26 4327
8.7 15,286
16 0
1.0 5,208
25 5,208
17 6,896
17 6,896
1.5 4,285
15 4,285
20 0
15 672
36 672

Yield

0.0

0.0

0.0
0.0

0.0
0.0
0.0

0.9

0.0

24
0.9

1.8

1.8




‘) Geneva Capital Management Lid.

100 E. Wisconsin Avenue, Suile 2550, Milwaukee, WI 53202
(1) 414-224-6002 (f) 414-224-9503 invest@gemitd.com

Geneva Capital Management Ltd.

PORTFOLIO APPRAISAL
Bay County Employees’ Retirement System XXXX9057 (bcers)
March 31, 2014

Original Unit Cost Market Pet. Annual
Purchase Shares o Security Cost Basis Price ~ Value Assets  Income Yield

BUILDING: ROOFING/WALLBOARD & PLUMBING

05-28-13 6,122 BEACON ROOFING SUPPLY INC 41.37 253,244 38.66 236,677 1.0 0 0.0
COM
253,244 236,677 1.0 0 0.0
CHEMICALS: DIVERSIFIED
01-17-13 3,036 SIGMA ALDRICH CORP COM 76.44 232,069 93.38 283,502 1.2 2,793 1.0
232,069 283,502 L2 2,793 1.0
METAL FABRICATING
01-17-13 5,727 FASTENAL CO COM 46.65 207,148 49.30 282341 1.2 5,721 2.0
267,148 282,341 1.2 5,727 2.0
MACHINERY: INDUSTRIAL
03-18-13 3,159 CHART INDS INC COM 82.49 260,600 79.45 250,983 11 0 0.0
09-04-13 1.325 MIDDLEBY CORP COM 214.16 283,768  264.21 350,078 1.5 0 0.0
544,367 601,061 26 0 0.0
SCIENTIFIC INSTRUMENTS: ELECTRICAL
01-17-13 9,214 AMETEK INC NEW COM 40.34 371,714 51.49 474,429 21 2211 0.5
371,714 474,429 21 2,211 0.5
SCIENTIFIC INSTRUMENTS: GAUGES & METERS
01-17-13 12,660 TRIMBLE NAVIGATION LTD 30.97 392,093 38.87 492,094 2.2 0 0.0
cCoM o - . oF
392,093 492,094 22 0 0.0
SCIENTIFIC INSTRUMENTS: CONTROL & FILTER
01-17-13 5,475 IDEX CORP COM 52.85 289,334 72.89 399,073 1.8 5,037 1.3
04-29-13 3,328 PALL CORP COM 69.15 230,133 89.47 297,756 1.3 3,661 1.2
01-17-13 1,608 ROPER INDS INC NEW COM 114.81 184,611 133.51 214,684 0.9 1,286 0.6
704,078 911,513 4.0 9,984 1.1
RAILROAD EQUIPMENT
01-17-13 6,528 WABTEC CORP COM 47.44 309,660 77.50 505,920 22 1,044 0.2
309,660 505,920 22 1,044 0.2
RAILROADS
01-17-13 3,178 GENESEE & WYOINCCL A 81.71 259,677 97.32 309283 14 0 0.0
259,677 309,283 1.4 0 0.0
TRUCKERS
01-24-13 3,462 HUNT I B TRANS SVCS INC COM 69.32 239,990 71.92 248,987 1.1 2770 1.1
239,990 248,987 1.1 2,770 1.1
BACK OFFICE SUPPORT HR & CONSULTING
01-17-13 10,108 COPART INC COM 3230 326,483 36.39 367,830 1.6 0 0.0

0




Geneva Capital Management Lid.

100 E. Wisconsin Avenue, Suite 2550, Milwaukee, W1 53202
(t) 414-224-6002 (f) 414-224-9503 invest@gcmlitd.com

Geneva Capital Management Ltd.
PORTFOLIO APPRAISAL

Bay County Employees’ Retirement System XXXX9057 (bcers)
March 31, 2014

Original

Purchase  Shares Security

06-10-13 1,916 COSTAR GROUP INC COM
01-17-13 3,566 THSINCCLA
03-17-14 3,591 VERISK ANALYTICS INC CL A

Unit

Cost

135.61
102.21
63.47

ENVIRONMENTAL MAINTENANCE & SECURITY SERVICES

01-17-13 2.951 STERICYCLE INC COM

BANKS: DIVERSIFIED
01-17-13 12,786 EAST WEST BANCORP INC COM
01-17-13 4446 SIGNATURE BK NEW YORKNY
coM

FINANCIAL DATA & SYSTEMS
01-17-13 8,156 FISERV INC COM

INSURANCE: MULTI-LINE
04-29-13 9,242 BROWN & BROWN INC COM

DIVERSIFIED FINANCIAL SERVICES
12-20-13 5,172  RAYMOND JAMES FINANCIAL
INC COM

ASSET MANAGEMENT & CUSTODIAN
01-17-13 2,407 AFFILIATED MANAGERS GRP
COM

SECURITIES BROKERAGE & SERVICES
01-17-13 2,128 INTERCONTINENTAL
EXCHANGE GROUP COM

COMMON STOCK Total

CASIT AND EQUIVALENTS
ACCRUED DIVIDENDS
CASH ACCOUNT

95.08

23.16
72.85

41.39

3112

51.90

12237

127.72

Cost
Basis

259,822
364,474
227,908

1,178,687

280,582
280,582

296,096
323,884

619,980

337,578
337,578

287,567
287,567

268,429

268,429

294,542

294,542

271,785
271,785

18,006,458

1,937
376,211

378,148

Price

186.74
121.50
59.96

[13.62

36.50
125.59

56.69

30.76

5593

200.05

197.83

Market
Value

357,794
433,269
215316

1,374,209

335,293
335,293

466,689
558,373

1,025,062

462,364
462,364

284,284
284,284

289,270

289,270

481,520

481,520

420,982
420,982

22,353,542

1,937
376,211

378,148

Pet.
Assels

15
1.5

2.1
2.5

Annual
Income

ocloo o

[=]

9,206

9,206

3,697
3,697

3,310

3,310

5,533
5,533

98,656

Yield
0.0

0.0

0.0



‘) Geneva Capital Management Lid.

100 E. Wisconsin Avenue, Suile 2550, Milwaukee, WI 53202
(t) 414-224-6002 (f) 414-224-9503 invest@gcemltd.com

Geneva Capital Management Ltd.

PORTFOLIO APPRAISAL

Bay County Employees' Retirement System XXXX9057 (bcers)
Marech 31, 2014

Original Unit Cost Market Pet. Annual
Purchase Shares Security ~ Cost _ Basis  Price Value Assets  Income Yield
TOTAL PORTFOLIO 18,384,606 22,731,689  100.0 98,656 0.4

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

The market value on Geneva's report may differ from the value on the statement provided by your custodian due to cut off date, unsupervised assets (if applicable), pricing,
or deposits/withdrawals. For tax purposes, refer 1o custodian records and consult with your tax adviser for advice. Geneva's reports should not be relied upon for tax
purposes. Cost basis data is provided for informational purposes only and may differ from custodian records. Please reference your custodial statement for the current yield
on money market fund(s). If you are not receiving periodic statements directly from your custodian, please contact Geneva immediately at 414-224-6002. Thank you.

9.
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oerformance review

january-march 2014

MARKET VALUE
TOTAL PRINCIPAL ACCRUED INCOME TOTAL PORTFOLIO

$33,811,629 $349,483 $34,161,112

RETURNS (%)

H Portiolio (Gross) g Benchmark

14 — - S I

12
10
-]
6 -
4
2
0
-2
-4 - L -
since
Inception
Mar 14 1Q14 1 year 2years Iyears 5years 10 years 1731797 2013 2012 2011
Pertfolo (Gross} 2.01 3.06 2.3§ 5.78 146 1£.35 6.06 7.10 {0.40) 12.07 8.61
Beachrrark 207 2.94 1.47 4.42 6.05 9.05 5.27 6.43 [§.53) 9.58 8.35

MARKET OVERYIEW

e During recent quarters, investors were adequately compensated for the risk of holding lower quality securities. During
this quarter, however, the lowest rated sleeve of the US index, Baa quality, outperformed the highest rated sleeve, Aaa
quality, by just 10 basis points, The preference for high-quality corporates was not just a US phenomenon. The highest-
rated bonds in the Euro-Aggregate Corporate Index managed to outperform the lowest-rated Baa bonds by nearly 100
basis points. European corporate spreads have been steadily grinding tighter since financial tension in the region cased
during the fourth quarter of 2011,

¢ While it was not a particularly “risk-off” quarter, the Treasury market performed well as a whole. The 10- and 30-year
yields fell by 31 basis points and 41 basis points and returned 3.38% and 8.11%, respectively. The 10-year Treasury
bond outperformed US and European high yield. The 30-year Treasury was the top-performing asset.

¢ During the first quarter, emerging market currencies were mixed, but most depreciated versus the US dollar. Weaker
curtencies put pressure on the GBI-EM Index, but it still managed a positive return. The EMBIG Index, denominated
in US dollars, was the top performer as investors chose carry trades but shied away from the risk of volatile currencics.
The CEMBI, also a US-dollar-pay index, outperformed the GBI-EM but underperformed the EMBIG Index.
Emerging markets have had a difficult last twelve months, but value is appearing in several areas of this asset class.

The current bemchmard is Barclays U.S. Corporate Intestment Gradz. (1) Citigroup Broad Inv-Gradz (BIG) from 1/ 311997 1o 6/ 30/ 1599; Barckiys Credit from 6/ 20/ 1999 1
2/29/ 201 2; and Barchzys U.S. Corporate Imiestment Grade from 2/ 29/ 2012 13 37 31/ 2014, Returas over ane sear are annwialized. Information is reported on a trade date basis
Data Sonrce: Bardays Capital, Blombery

LOGHMIS| SAYLES Bay County Employees Ret System
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oerformance review

january-march 2014

CHARACTERISTICS

PORTFOLIC BENCHMARK
Effective Duration ) 6.92 years 6.91 years
Average Maturity 10.05 years 10.14 years
Yield 3.37% 3.06%
Average Coupon 4.54% 4.59%
Average Quality A3 Baat
SECTOR ANALYSIS AT MARCH 31, 2014 (%) QUALITY ANALYSIS AT MARCH 31, 2014 (%)
B Account E Benchmark B Account B Benchmark

03
00

US Treasuries

Gov Retated

US Invest Grade
000

IG - Financial

1G - Industrial

IG - Utiity £ g 0
s 100
|
US High Yield 00
S Caa & Lower
100
Cash& [ os 0 13 26 39 52

Equivalents co

Mo Category

The cirrent benchmark is Barckiys U.S. Corporate Investment Grade, For split rated securtiies in the qreality disielution, the bigher of Moody and SEP 5 used. The axonnt's plfe
rating treatmznt is based on client guidelines. The benchmark follows ibe vendor's metbodalygy. Equity securiites are deepied ta bate a duration and paturtly ralie of gers. Yield is Yield
to Effective Matnrity Data Sonrce: Barkiys Capital

LOOMIS [ SAYLES Bav County Emplovees Ret System
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performance review

january-march 2014

CURRENT QUARTER TOTAL RETURNS (%} TRAILING YEAR TOTAL RETURNS (%)
Account Return 3.06 _ Account Return 2.31
Benchimark Return 2.94 : Benchmark Return 1.47
£xcess Return 0.12 Excess Return 0.84
CURRENT QUARTER EXCESS RETURN ATTRIBUTION (%) TRAILING YEAR EXCESS RETURN ATTRIBUTION (%)
B Total &1 Paraliel %t Non-Parattel ' H Total Parallet 33 Non-Paralel
0. -0.45 gEg
Yield Curve Yield Curve 0228
-0. S22
-0.01 0.04
Allgcation ABocation
Selection o Sefection
0.5 0.3 0.0 0.3 0.5 : 20 1.0 0.0 1.0 2.0
EXCESS RETURN ATTRIBUTION BY SECTOR (%) EXCESS RETURN ATTRIBUTION BY SECTOR (%)
US Treasuries 000 US Treasuries -0-07'
Gav Related

Gov Related -0.04 |

US Invest Grade US Invest Grade

US High Yied US High Yied
Cash & Equivalents -0.02 I Cash & Equivakents -0.07 I
No Category 0.00 : No Category 0.00
-0.5 -0.3 0.0 0.3 0.5 -2.0 -1.0 0.0 1.0 2.0

The Attribuiton benchmiark is Barckays U.S. Corporate Investoent Grade.  Fignres on bar charts pay not add up 1o total excess return as fhey exchde impact of irading and pricng
differences. Atiribution acount refurns are gross of fees Exvess Retwrn by sector exchedes yield cunre impact. Data Sonre: Barclays Capital

LooMIS|SAYLES Bay County Employces Ret System
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Schroder Capital Management Collective Trust
C/0 US Bancorp Fund Services, LLC

PD Box 701

Milwaukee, Wl 53201-0701

AT g e AR

BAY COUNTY EMPLOYEES' RETIREMENT SY
ATTN JANIE TRACEY

515 CENTER AVE

BAY CITY MI 48708-5941

Account Statement

Page 1of 1

for the pericd of: Mareh 1, 2014 - March 31, 2014

0acor?

if you have any questions or comments regarding this statement, please contact your Client Service team at Schroders, New York

at clientserviceny@us.schroders.com.

' '-"'Posi'tions Held

520561

Fund Account Total Share Fund % of
Number Number Shares Price Value Holdings
SCHRODER INTERNATIONAL SMALL CO'S FUND 3179 50306 1,901,702 $10,094.1415 $19,196,049.08 100.00%
TOTAL VALUE $19,196,049.08 100.00%
- "Account Year-to-Date Summary -
Fund Account Capital
Number Number Investments Redemplions Dividends Gains
SCHRODER INTERNATIONAL SMALL CO'S FUND 3179 50306 50.00 $0.00 $0.00 $0.00
TOTAL VALUE $0.00 $0.00 $0.00 $0.00
' Transaction Detail =~ ¢
Trade Date Transaction Dollar Amount Price Shares Total
Shares
SCHRODER INTERNATIONAL SMALL CO'S FUND FUND/ACCOUNT NUMBER: 3179-50306
BALANGE FORWARD 1,901,702
ENDING BALANCE $19,196,049.08 510,094 1415 1,901,702
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ConvergEx&
Group
Execution Solutions

Recapture Services
Bay County Employees Retirement System
Plan j.ma.Sm Summary (US Dollars)
January 01, 2014 - March 31, 2014

Ref#: 23803

Current Month Current Month Year-To-Date Year-To-Date
Manager Commissions Credits Commissions Credits
Revenue Type: Equity
Columbia Management Advisors, LLC 0.00 0.00 900.00 630.00
Eagle Asset Management 52.96 37.07 52.96 37.07
Geneva Capital Management Lid 611.32 427.92 202500 1,417.50
Hotchkis & Wiley 0.00 0.00 0.00 0.00
MFS Investment Management Co. . 0.00 0.00 0.00 0.00
Totals for Equity 664.28 465.00 2,977.96 2,084.57
Revenue Type: Correspondent Equity
Baring Assct Management Ltd. 0.00 0.00 19.28 13.50
Baring Asset Management Ltd. Corrsp Broker 0.00 0.00 1425 0.00
Integrity Asset Management 42.81 2097 1,109.31 776.52
Integrity Asset Management Corrsp Broker 14.27 0.00 409.77 0.00
Totals for Correspondent Equity 57.08 29.97 1,552.61 790.02
Revenue Type: International Correspondent
Baring Asset Management Lid, 387.70 290.77 1,019.67 764.75
Baring Asset Management Ltd. Corrsp Broker 490.46 0.00 1,282.90 0.00
Schroder Investment Management Ltd 0.60 0.00 0.00 0.00
Totals for International Correspondent 878.16 290.77 2,302.57 764.75
Grand Totals 1,599.52 785.73 6,833.14 3,639.34

Commission Recapture Sales : Kimberly Doran, 212.488.7701, kdoran@convergex.com

Commission Recapture Client Services : 800-892-7526, crpelientservices@convergex.com

Transition Management Sales : Kimberly Doran, 212.468.7701, kdoran@convergex.com

This staterent represents trades through Posted Date March 31, 2014 for all US transactions and upon [nformation provided to us to date from our Global Correspondent Network for all non-US transactions
PLEASE CHECK YOUR STATEMENTS FOR ACCURACY AND REPORT ANY INACCURACIES TCO RECAPTURE SERVICES.

16833 Broadway, 48th floor, New York, NY 10012

view your statements online @ clients.convergex.com
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Recapture Services

mOSJ\mm\mmxwm Bay County Employees Retirement System Ref#; 23803

Q_.O:_u Plan Activity Summary and Batance
Execution Solutions January 01, 2014 - March 31, 2014
Summary by Revenue Type
Revenue Type Month to Date Year to Date
Commissions Credits Commissions Credits
Equity 664.28 465.00 2971.96 2.084.57
Correspondent Equity 42.81 29.97 1.128.59 790.02
Correspondent Broker Fees 14,27 0.00 424.02 0.00
[nternational Correspondent 387.70 260,77 1.019.67 764.75
Correspondent Broker Fees 490.46 0.00 1,282.90 0.00
Fixed Income 0.00 0.00 0.00 0.00
12B-1 fees , 0.00 0.00 000 0.00
Adjustments 0.0 0.00 0.00 0.00
No Credit 0.00 0.00 0.00 0.00
TOTAL 1,599.52 785.73 6,833,14 3,639.34
Account Balance
Month Commissions Credits Adjustments Payments Month Ending
' Prior Year CR or DB 0.00 0.00 1,830.63
January 2014 2,012.80 1,121,717 0.00 1,830.63 1,121.76
February 2014 3.220.83 1,731.84 0.00 0.00 2,853.60
Murch 2014 1,599.52 785,73 0.00 0.00 363934
April 2014 £.00 0.00
May 2014 ¢.00 0.00
June 2014 .00 0.00
July 2014 G.00 0.00
August 2014 0.00 0.00
September 2014 6.00 0.00
October 2014 0.00 0.00
November 2014 0.00 0.00
December 2014 0.00 0.00
TOTAL | 6,833.14 3.:639.34 0.00 1,830.63
Current Balance Pamﬁg
Commissicn Recaptura Sales : Kimberly Doran, 212.468.7701, kdoran@convergex.com Transition Management Sales : Kimberly Doran, 212.468,7701, kdoran@convergex.com

Commission Recapture Client Services ; BO0-992-7526, crpclientservices@convergex.com .

This statement represents trades through Posted Date March 31, 2014 for all US transactions and upon information provided to us to date from our Global Cerrespondent Network for all non-US transactions
PLEASE CHECK YOUR STATEMENTS FOR ACCURACY AND REPORT ANY INACCURACIES TO RECAPTURE SERVICES.

1633 Broadway, 48th floor, New York, NY 10019 view your statements online @ clients.convergex.com
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REFUNDS: FOR THE MONTH ENDED: Aprit 30, 2014
EMPLOYEE/BENEFICIARY CONTRIBUTIONS PROCESSED DEPARTMENT TERMINATION
ADAIR, TIMCTHY 568.85 41114 BABH 12i6/13
KANISZEWSKI, MARIA 839.00 41114 BABH 12116113
TOTAL REFUNDS: 1,407.85
NEW CONTRIBUTIONS RETIREMENT GROUP/ EFFECTIVE
RETIREE TRANSFERRED COUNTY DEPT DATE
SYMANSKI, ANDREA D $ 57,563.83 General 4/9/2014
MROZINSKI, JAN $ 71,476.24 BMCF 3/15/2014
KNOCHEL, KEITH $ 60,106.84 Road-Deferred 311612014
DECEASED EMPLOYEE/ BENEFICIARY REFUND/ DATE OF DEATH DIVISION/ |
RETIREE PENSION DEPARTMENT
VYSE, JOANC VYSE, DONALD G PENSION 41172014 LIBRARY
NO REFUNDS ACCUMULATED UNION DATE
EMPLOYEE NAME CONTRIBUTIONS GROUP TERMINATED
METCALFE, ROBERT 1,530.71 BCAMPS OM712013
WORTHING, KANZADY 273.46 BMCF 41172014
KOLAT, THOMAS 767.45 BMCF 21412014
2,671.62

G:\Retirement\Jan thru Dec 2014 Refundsapril 14
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Bay County Health Department
Kirk H, Herrick, D.O.
Medical Director
1200 Washington Avenue
Bay City Michigan 48708
989-895-2062

Janie Tacey

Retirement Administrator/Accountant

Bay County Employees Retirement System
Voluntary Employee’s Beneficiary Association
Bay County Building

515 Center Avenue, Suite 706

Bay City, Michigan 48708-5128

May 7, 2014 Re: Brian Davidson

Dear Ms. Tacey:
[ have reviewed the medical records of Brian Davidson and the recommendation from
his physician. I also reviewed his job description. I feel that he is totally and permanently

disabled from participating in his job or any type of gainful employment.

Sincerely,
St 1l Wil D,

Kirk H. Herrick D.O.

Yo
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RECENT LEGAL ISSUES AND DECISIONS

This summary is presented to provide a general reference to recent legal decisions of interest to Michigan
public retirement and healthcare plans.

BENEFITS ADMINISTRATION

Costella v, Taylor Police and Fire Retirement System
Michigan Supreme Court — Decided Feb. 5, 2014 495 Mich. 939
Michigan Ct. of Appeals — Decided Aug. 27, 2013 2013 Mich. App. WL 4525894

The former Fire Chief challenged the Retirement Board’s refusal to include severance pay in its
calculation of his Final Average Compensation (“FAC”). The Michigan Court of Appeals determined
that the Fire Chief’s Personal Services Contract was ambiguous because it was silent with respect to the
inclusion of severance in FAC and held that the parties intended for the severance payment to be included
in his FAC. The Michigan Supreme Court summarily reversed the Court of Appeals and reinstated the
trial Court’s order, holding that the Retirement Board’s decision was supported by competent material
and substaniial evidence, and dismissed the case.

Michigan Coalition of State Employee Unions v. State of Michigan
Michigan Ct. of Appeals — Decided Aug. 13, 2013 302 Mich. App. 187

State employees’ unions brought an action against the State, challenging the constitutionality of statutory
amendments to the State Employees’ Retirement Act, MCL 38.1 ef seq. (Public Act 264 of 2011) which
required employees hired before April 1, 1997, who had maintained membership in the state defined
benefit pension plan, to choose either to contribute 4% of their income to that plan or switch to the 401(k)
defined contribution plan. The Unions also challenged the change in the way overtime was applied to the
calculation of Final Average Compensation (“FAC”). The Michigan Court of Appeals held that those
challenged portions of Public Act 264 of 2011were unconstitutional because they violated Article 11,
Section 5 of the Michigan Constitution which governs the State Civil Service Commission. Specifically,
the Court held that the statutory amendments changing the nature of state employees’ contribution-free
retirement plan constituted a change in “rate of compensation” or a “condition of employment” without
the approval or consent of the State Civil Service Commission, thus violating the civil service amendment
to the State Constitution. The Court further held that the statutory amendment changing the treatment of
overtime pay in calculating FAC also invaded the authority of the Commission in violation of the State
Constitution’s civil service amendment.
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Whitsitt v. Public School Emplovee Retirement System
Michigan Ct. of Appeals — Decided July 25, 2013 2013 Mich. App. WL 3836003

Plaintiff worked for Saline Area Schools for 30 years and retired, effective August 1, 2007. She later
accepted an offer to teach part-time and began work again for Saline Area Schools on August 27, 2007,
Two years later, the Public School Employee Retirement System’s Office of Retirement Services
determined that the Plaintiff returned to work less than 30 days afier her effective date of retirement from
Saline Area Schools and ordered her to repay a year’s worth of retirement benefits. The Court of Appeals
agreed that the petitioner returned to work too early, but held that the remedy imposed by the Retirement
System, charging petitioner a year’s worth of benefits for improperly working a total of four half-days,
was arbitrary and capricious. Instead, the Court held that the petitioner need only repay the salary
received for the four days she should not have worked.

Macomb County v. AFSCME Council 25 Locals 411 and 893
Michigan Supreme Court ~ Decided June 12, 2013 494 Mich. 65

The Macomb County Employees Retirement Commission adopted an actuarial table used to calculate
joint and survivor retirement benefits for employees retiring after July 1, 2007. In response, union
representatives filed unfair labor practice complaints with the Michigan Employment Relations
Commission (“MERC®), arguing that the Retirement Commission’s 24-year past practice of using the
same actuarial table to calculate benefits created a term or condition of employment. The hearing referee
recommended that MERC dismiss the unfair labor practice charges, finding that the underlying collective
bargaining agreements (“CBAs”) contained extensive provisions covering pension benefits and the parties
were “satisfied, and agreed, to have these benefits calculated as provided in the ordinance.” The hearing
referee thus concluded that the respondents had already fulfilled their statutory duty to bargain ovet the
Retirement Commission’s actuarial assumptions. MERC rejected the hearing referee’s proposed decision,
finding that the actuarial assumptions at issue were never memorialized in the Retirement Ordinance or
any of the CBAs and that the parties “tacitly agreed that joint and survivor benefits would continue to be
calculated as they had been in the past.” The MERC decision was upheld by the Court of Appeals but
reversed by the Michigan Supreme Court which held that the unambiguous language in a CBA dictates
the parties’ rights and obligations even in the face of a conflicting past practice, and that this past practice
was not so widely acknowledged and mutuaily accepted that it could create an amendment to the contract.
The Supreme Court opined that the party seeking to overcome an unambiguous CBA provision must
present evidence establishing the parties” affirmative intent to revise the CBA and establish new terms
and conditions of employment. Finally, the Supreme Court held that the grievance process contemplated
in the CBA was the appropriate avenue to challenge the Retirement Commission’s actions.

RETIREE HEALTH CARE
Trzil v. Village of Chesaning ‘
Michigan Ct. of Appeals ~ Decided Nov. 26, 2013 2013 Mich. App. WL 6182645

Retirees brought this action against their former employer, the Village of Chesaning, claiming breach of
contract and promissory estoppel because of changes to the retiree health coverage. A memorandum of
understanding provided retirees with a specific Blue Cross Blue Shield plan “or its substantial equivalent”
until Medicare coverage began. The employer changed health plans and retirees sought a preliminary
injunction to prevent the change. However, the Michigan Court of Appeals held that a plan with higher
co-pays and deductibles did not amount to irreparable harm and denied the request for an injunction,
reasoning that monetary damages would be available at trial to compensate for any economic losses
suffered by the retirees. The matter was returned to the trial court for further proceedings.




Welch v. Brown
6th Circuit U.S. Ct. of Appeals — Decided Jan 3, 2014 2013 Mich. App. WL 25641

Retired municipal workers brought an action against Flint’s Emergency Manager’s (“EM”) unilateral
modification to their collectively bargained lifetime health care benefits. The U.S. Court of Appeals
affirmed the District Court’s grant of a preliminary injunction against the EM, finding that the alteration
of their lifetime health insurance benefits violated the Contract Clause and Due Process clause of the U.S.
Constitution. The Court further held that the modifications constituted a substantial impairment because
they required retirees to pay significantly increased amounts for health insurance and such action was not
reasonably necessary for the City to avoid bankruptcy or balance the budget.

Tackett v. M&G Polymers USA, LL.C
6th Circuit U.S. Ct. of Appeals — Decided Aug. 12, 2013 733 F.3d 589

The U.S. Court of Appeals held that the collective bargaining agreement language that provided for “full
Company contributions” towards the cost of retiree health care benefits indicated a vested right to free,
lifetime retiree health care benefits. The Court further held that subsequent concessions by the Union for
active employees did not apply to retirees without prior consent.

Hardaway v. Wayne County
Michigan Supreme Court — Decided July 26, 2013 494 Mich. 423

A former appointed employee of the County sought lifetime retiree health care benefits pursuant to a
resolution of the County Commission which provided for retiree health care benefits to appointees who
were confirmed by the County Commission. The County denied benefits because the individual's
appointment was never confirmed by the County Commission. However, the Court of Appeals
determined that the individual was entitled to benefits because the resolution was ambiguous and the
County’s interpretation was inconsistent with rules of statutory construction. Accordingly, the Court
concluded that retiree health care benefits were available to all appointees. The Michigan Supreme Court
reversed the Court of Appeals and granted summary disposition in favor of Wayne County. The Supreme
Court held that the language in Resolution No. 94-903, adopted by the Wayne County Commission in
1994, was unambiguous and extended additional insurance and healthcare benefits only to appointees
who were confirmed by the county commission and not members of a board of commissioners.

AFT Michigan, et al. v, State of Michigan
Michigan Ct. of Appeals — Decided Jan. 14, 2014 303 Mich. App. 651

The American Federation of Teachers and its membership originally challenged the constitutionality of an
amendment to the Public School Employees Retirement Act (“PSERA”™) which required that public
school districts withhold 3% of each employee’s wages as “employer contributions” to the retirement
system’s trust that provides retiree health care benefits. In a prior case, AFT Michigan v State, 297 Mich
App 597 (2012), the Michigan Court of Appeals concluded that the statute violated federal and state
constitutional protections against the impairment of contracts by the state because the statute required
school employees be paid 3% less than the amount they and their employers freely negotiated in
contracts. The prohibition against the taking of private ‘property was also violated because the statute
directs that unique and definable monies be confiscated by governmental employers for the payment of
statutorily mandated employer coniributions to a state trust fund. Finally, the Court held that the statute
violated the employees’ due process rights by requiring current employees to fund health care benefits to
cutrent retirees without any vested right themselves to receipt of healthcare benefits upon their own
retirement.

3
S




Following the Court of Appeals’ decision, the State amended PSERA so the retiree health care
contributions at issue would be voluniary, and also lowered health and pension benefit levels
prospectively. A number of employee groups challenged the law on the basis of the 2012 Court of
Appeals opinion (cited above) regarding the mandatory contribution. This time, the Court of Appeals
ruled in favor of the State, finding that health care benefits are not constitutionally protected retirement
benefits under Article 1X, § 24 of the Michigan Constitution. It also ruled that future accruals of
retirement benefits were not diminished as increased contributions to keep the current benefit was not an
impairment. As members had the choice to keep the current benefit and pay more or to keep the current
contribution and accrue less, Article IX, § 24 of the Michigan Constitution was not violated,

COLLECTIVE BARGAINING

AFSCME Council 25 Local 1103,14 v, Charter Township of Harrison
Michigan Ct, of Appeals — Decided Jan. 16, 2014 2014 Mich. App. WL 198804

The Harrison Township Retirement Board adopted a policy for the calculation of pension service credit
which addressed breaks in Township service. Plaintiffs filed grievances on behalf of several employees
who were negatively affected by the policy. Pursuant to the language of the collective bargaining
agreements, the Township was required to respond to the grievances, in writing, within 10 days, and
failure to do so would cause the grievances to be automatically decided in Plaintiff's favor. The
Township did not respond to the grievance within 10 days, but the arbitrators determined that the
grievances were not arbitrable because the underlying challenged actions were done by the Retirement
Board and not the Township itself. The Michigan Court of Appeals reversed the arbitrators’ decision,
holding that the “calculation of retirement benefits is a mandatory subject of collective bargaining” and
that the grievance procedure was appropriate. The Court ordered that because of the default provision in
the collective bargaining agreement, the Township’s failing to respond to the grievances within 10 days
required the grievance to be decided in Plaintiff’s favor.

FOIA/OPEN MEETINGS ACT

Moran v, Risser
Michigan Ct. of Appeals — Decided Dec, 19, 2013 2013 Mich. App. WL 6693198

The former executive director of the Manistee-Benzie Community Mental Health Board (“MBCMH")
claimed that private discussions by members of the MBCMH regarding his termination violated the Open
Meetings Act (“OMA”). The Michigan Court of Appeals found that there were deliberations and
discussions about the plaintiff and his possible termination by members of the Board, but held that those
deliberations did not involve a constructive quorum and without a quorum, there was no violation of the
OMA.

Bellfy v. City of East Lansing
Michigan Ct. of Appeals — Decided June 18, 2013 2013 Mich. App. WL 3024851

Prior to a meeting of the East Lansing City Council, the city attorney advised the Mayor that the Council
could not convene a closed session to consider the Plaintiff’s ethics allegations against the city attorney.
The Mayor subsequently relayed the city attorney’s advice to other members of the Council. Plaintiff
sued, claiming that the communications prior to the Council meeting violated the Open Meetings Act
(“OMA™). The Michigan Court of Appeals found that the city attorney’s advice to the Mayor and
subsequent discussions prior to the meeting were not evidence that the Council deliberated privately in
violation of the OMA. The City was entitled to dismissal and sanctions against plaintiff and his attorney.




Trudel v. City of Allen Park
Michigan Ct. of Appeals — Decided Nov. 14, 2013 2013 Mich. App. WL 6037132

The Michigan Court of Appeals held that the Retirement Board’s late response to the Plaintiff’s FOIA
request was sufficient to render Plaintiff’s lawsuit moot. Once the Retirement Board had submitted the
documents requested, the substance of the controversy was resolved and the case was moot.

Lawrence v. City of Troy
Michigan Ct. of Appeals — Decided Jan 30, 2014 2013 Mich. App. WL 354704

The Michigan Court of Appeals held that the maximum amount of punitive damages available under the
Freedom of Information Act is $500 per requester, not per record requested.

Caffey v. Gladwin Community Schools
Michigan Ct. of Appeals — Decided Dec. 26, 2013 2013 Mich. App. WL 6921541

Gladwin Community Schools provided its superintendent with a cell phone for school business, allowing
personal use of the phone subject to review by the school board. Plaintift submitted a Freedom of
Information Act (“FOIA™) request for the phone records. The Michigan Court of Appeals held that
because the school board did not possess the records or use them in the course of official business, they
were not “public records” as defined under MCL 15.232(e) and, accordingly, the school board was not
obligated to provide them to Plaintiff. The school board obtained some of the cell phone records before
responding to the FOIA request, at which point they became public records, and were provided to plaintiff
in a redacted form. The Court held that the telephone numbers were propetly redacted because their
disclosure would have constituted a clearly unwarranted invasion of privacy.

Speicher v. Columbia Township Board of Trustees
Michigan Ct. of Appeals — Decided Feb, 25, 2014 2014 Mich. App. WL, 783833

The Columbia Township Board of Trustees (“Board”) appointed a Fire Chief Review Committee
{(“Committee™) to facilitate the hiring of a new fire chief. The Committee interviewed candidates in closed
meetings and then held three meetings, open to the public, regarding the hiring of the new chief. The trial
Court found that the closed Committee interviews violated the Open Meetings Act (“OMA”). However,
the Court held that the hiring decision was not invalidated because the Board held three open meetings
regarding the hiring of a new fire chief before the decision was made. The open meetings provided ample
opportunity for the public to voice any concerns. The Court of Appeals agreed that the hiring decision
should not be invalidated, but reversed the trial Court and awarded attorney’s fees to Plaintiff, holding
that the mere finding that a defendant violated the OMA, without more, is sufficient to find that a plaintiff
succeeded in “obtaining relief” in an OMA action.

DISABILITY
Trudel v. City of Allen Park
Michigan Ct. of Appeals — Decided Nov. 14, 2013 2013 Mich. App. WL 6037152

Plaintiff, a former district Court judge, was granted a disability pension from the State of Michigan
Judges Retirement System, which does not differentiate between duty and non-duty disability. Plaintiff
subsequently sough a duty disability retirement from the Allen Park Retirement System and was denied.
The Michigan Coutt of Appeals held that the fact that the Plaintiff was granted a disability pension by the
State Retirement System failed to establish that he was entitled to a duty disability retirement from the
Allen Park Retirement System. The Court further opined that a finding by other entities that Plaintiff was
totally and permanently disabled fails to establish that his injury, illness, or disease resulted from the
performance of his judicial duties. The matter was returned to the trial court for further proceedings.
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DOMESTIC RELATIONS

Caudry v. Caudry
Michigan Ct. of Appeals — Decided Jan. 30, 2014 2014 Mich. App. WL 354653

A Plan Participant and his former spouse divorced in 2001 and the judgment of divorce contained a
provision awarding the former spouse a 50% share of the Participant’s pension upon his retirement from
the Adrian Public School System. Shortly after the parties remarried in 2004, the Participant retired and
received a $52,000 early retirement buyout. At trial for their second divorce in 2011, the former spouse
claimed that the entire $52,000 buyout was an extension of the marital property from the first marriage.
However, the Michigan Court of Appeals disagreed, noting that only the portion of the pension that
actually accrued during the marriage must be considered part of the marital estate. The Court held that the
early retirement buyout accrued during 29 years he worked for the School System prior to the second
marriage. The portion of the Participant’s pension that accrued during the first marriage but before the
second marriage constituted a separate asset that was not part of the second marital estate, Accordingly,
the Court held that the accrual of the Participant’s pension during the first marriage was already
adjudicated and that the early retirement buyout should not be treated as an extension of marital property
from the first marriage.

Presley v. Kirk
Michigan Ct. of Appeals — Decided Mar. 11, 2014 2014 Mich. App. WI, 953606

A Plan Participant and his former spouse divorced in 1994 and the judgment of divorce awarded his
former spouse 50% of his retirement benefit. The parties subsequently submitted a Qualified Domestic
Relations Order (“QDR(”) that nominated the former spouse as the Participant’s surviving spouse. The
Participant subsequently remarried and identified his widow as his spouse when he applied to start
receiving retirement benefits. Following the Participant’s death, his widow’s application for surviving
spouse benefits was denied because his former spouse was already receiving benefits in accordance with
the QDRO. The trial Court granted the widow’s motion to amend the QDRO to eliminate the former
spouse’s right to receive survivorship benefits because the original judgment of divorce did not nominate
the former spouse as the surviving spouse. The Michigan Court of Appeals reversed the trial Court’s
order because the parties were free to modify a judgment of divorce by mutual consent with a
subsequently entered QDRO and the QDRO contained language indicating its incorporation into the
judgment of divorce. The Appellate Court held that the entry of the QDRO, which included survivership
benefits, was valid and ordered that the original QDRO be reinstated. The matter was returned to the trial
cowrt for further proceedings.

THE FOREGOING SUMMARIES ARE PRESENTED FOR GENERAL INFORMATION PURPOSES ONLY AND ARE NOT
TO BE CONSIDERED LEGAL ADVICE. PLEASE REFER TO THE TEXT OF THE FULL OPINION OR CONTACT
VANOVERBEKE, MICHAUD & TIMMONY, P.C, AT THE ABOVE ADDRESS IF YOU HAVE ANY QUESTIONS OR
COMMENTS CONCERNING THIS MATERIAL,
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A Teanny Awser Maxsuey

April 16, 2014

Dear Ms. Hebert,

Today marks a new chapter in our firm's history as we announce that Victory Capital Management has entered intc an agreement to

acquire Munder Capital Management, including its subsidiary Integrity Asset Management, to form a new independent investment
management company. With origins dating back to 1894, Victory Capital Management is an Ohio-based money management firm

that currently manages over $18 billion for both institutional and individual investors. The transaction, which is expected to close by |
the end of the third quarter of 2014, is subject to customary closing conditions and consents, including the consent of certain |
Munder-advised mutual funds and other Munder investment advisory clients. |

The transaction combines two strong Midwest-based investment firms with multi-boutique business models, each recognized for its
investment-centric culture. The combination will result in an investment management firm with over $37 billion of assets under
management and a diversified line-up of investment offerings. Although our ownership structure will change, there is no change to the
investment teams at Munder and Integrity, which will remain in their respective locations. Key executives and investment management
personnel from Victory, Munder, and Integrity will be significant investors in the new entity.

Most importantly, the Munder and Integrity investment teams' underlying investment processes and decision-making will not change
nor will their independence; they will continue to empfoy the same disciplined investment approaches and utilize the same rigorous
investment and risk management processes that have served as the foundation of their strategies. Indeed, our investment teams and
existing disciplines were the very reasons that Victory Capital Management was interested in acquiring our firm.

Joining with Victory will provide greater scale to allow our portfolio managers to continue having access to best-in-class resources
and support to maintain their singular focus on money management. We will remain strongly aligned with our clients, focused on
producing strong risk-adjusted returns. The new entity, to be named at a later date, will provide a diversified platform of investment
solutions that will allow us to better serve our clients. it will also enable us to continue delivering the detailed level of service that
you have come to expect. Victory Capital Management has strong and proven operations, compliance, and distribution platforms
that can be leveraged seamlessly. This allows the new entity to grow in a healthy and prudent manner.

in an effort to provide you with more information, the press release announcement is avatlable via this link to our website. Please
know we are carefully developing our integration plan with Victory as both firms are fully committed to making this a seamless and
smooth transition for all clients. Your relationship manager will keep you apprised frequently of our progress and, of course, we
welcome further discussion. We share in the excitement to be part of this new company, and believe you, our ¢lients and partners,
will readily appreciate the value and opportunity as well.

Respectfully,
/‘\
[ dilacen

oo V. 8 easC

Tony Dong James FitzGerald Daniel Bandi
Vice Chairman & C.[.0. President C.1.0. & Principal
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