CITY OF PONTIAC, MICHIGAN
GENERAL EMPLOYEES RETIREMENT SYSTEM
BOARD OF TRUSTEES
FEBRUARY 27, 2013

A regular meeting of the Board of Trustees was beléVednesday, February 27, 2013 at the
City Council Conference Room, Second Floor, CitylH&450 Woodward Avenue, Pontiac,
Michigan 48342. The meeting was called to orddr.3® p.m.

TRUSTEES PRESENT OTHERS PRESENT
Koné Bowman, Vice Chair Cynthia Billings, SullivaVard, Asher & Patton
Janice Gaffney Tony Asher, Sullivan, Ward, Askd?atton
Robert Giddings Chris Kuhn, Gray & Company
Charlie Harrison, Chairman Laurance Gray, Gra@d@npany
Leon Jukowski, Mayor Ellen Zimmermann, Retirem&dininistrator
Walter Moore Jane Arndt, M-Administrative Adaist
John Naglick, Secretary Dustin Blitchok, Oakld&téss
Patrice Waterman Tim Thompson, Oakland Press
Kevin Williams Claudia Filler, Retiree

Larry Marshall, Retire@rrived at 1:40 p.m.)
TRUSTEES ABSENT Gloria Miller, Deferred Retire@arrived at 1:50 p.m.)
Shirley Barnet{excused) Linda Watson, Retiree

Sheryl Stubblefieldexcused)

PUBLIC DISCUSSION/UNION REPRESENTATION
Retiree, Linda Watson told the Board that she vegpiz to see all the trustees back.

She was not happy with the Emergency Manager'siteneve to change the composition of the
Board. She does not like people messing with iberd

She would like to see the Board revisit the trgaadicy to limit the number of conferences the
trustees can attend per year to two and to keeBdhed out of the headlines.

Retiree Billie Swayzer stated her objections tolibard change implemented by the Emergency
Manager and felt those board members appointednbyjere trying to close the System and
take the excess funds. She wanted to keep therS8ystd Board as they are.

AGENDA CHANGES
Trustee Bowman recommended that the minutes frensplecial meeting held on December 14,
2012 be separated from the consent agenda and table
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Trustee Williams also questioned how the five nesohs contained in those minutes should be
addressed by the Board.

Ms. Billings indicated that it is proper for the &d to pull and table those minutes until the end
of the court proceedings since the Court has yail®

Mr. Asher confirmed that it would not be appropei&tr this Board to approve those minutes.
Trustee Naglick asked that the Board re-entertartriavel and ethic policy changes

Chairman Harrison indicated that there is a cumeation on the floor. The travel and ethic
policy changes will be addressed. He also notatdMts. Watson made a comment regarding the
travel policy. This will be addressed during tegdl report when the changes to Public Act 314
are reviewed.

Trustee Naglick stated that he will make the motloen.

Trustee Moore stated that he would like to incltitelegal counsel’s statement in the resolution.
He also asked if the staff was advised to provigerétiree data.

Ms. Billings said that the information was not famnded.
Trustee Naglick stated that he would like the trgadicy also to reflect no fancy dinners.
Ms. Zimmermann noted that Trustee Naglick atteradladers in the past.

He also stated that a document was sent to Metiuifeéhat the census data was never provided.
That project is a dead issue.

Trustee Moore requested a copy of the documenithaiprovided to Met Life. He would also
like the resolution to indicate the actions taketha December i’hmeeting are null and void
instead of assuming it.

Mr. Asher noted that this Board cannot approventireutes or actions taken during the special
meeting by the other Board.

Trustee Naglick questioned whether the resolutappoved by the other Board are still in play.

Mr. Asher stated that the resolutions approvecdheyather Board have no status with this Board.
Therefore, this Board cannot act on those motions.

Trustee Naglick stated that he will address thésages made by the other Board later in the
meeting.

Trustee Jukowski questioned Mr. Asher and statatthie Court Order reinstated this Board but
the actions of the five-member board were not tyexdressed.
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Ms. Billings stated that everything done then ialieyance pursuant to the Court Order.

Mr. Asher indicated that the issue before the Bastte approval of the minutes from the
December 14, 2012 special meeting.

The Court Order was reviewed and based on theapuwfilegal counsel it was determined that
the Board could only take action on items apprgweal to the five-member Board.

Trustee Jukowski said that he agrees that the Bmard/ote to pull the minutes but disagrees
that the Court Order indicates that the currentr8@anot bound by the actions taken by the
Board at the December 14, 2012 meeting.

Trustee Williams stated that the minutes from tleednber 14, 2012 special meeting should be
pulled and that this Board is not bound by the ltggms approved at that meeting.

Trustee Giddings stated that if there is an issganding the resolutions from the December 14,
2012 meeting the current Board could reverse thesautions.

RESOLUTION 013-00 -By Bowman, Supported by Waterman

Resolved, That the Board approves the pulling abting of the minutes from the December 14,
2012 meeting and that no action be taken on theutsns approved at that meeting until the
litigation is complete per the recommendation gilecounsel.

Yeas: 7 — Nays 2 (Trustee Jukowski & Trustee N&yli

APPROVAL OF CONSENT AGENDA

Approval of Minutes of Regular Meeting: November 2812

Approval of Minutes of Special Meeting: Decembéy 2012

Approval of Minutes of Special Meeting: Februaf; 2013

Communications

1. Correspondence from AMBS Re: December 20T28uary, February 2013 Newsletters
2. Correspondendeom First Eagle ReOrganizational Changes and Nov & Dec 2012, Jan 2013
Client Statements

Correspondence from Gray & Company Betober & November Performance Summaries
Correspondence from Grayco Alts Re: Septer®0&? Partners Capital Statement
Correspondence from Munder Capital Re: Fi€tifil Averted & Q4 Market Review
Correspondence from Northpointe Capital Reudey 2013 Performance Summary
Correspondence from Oakbrook Re: NovembeyalgrPerformance Summary
Correspondence from Piedmont Re: Foutthrter 2012 Newsletter

Correspondence from Peritus Re: Newsletter

Conference Information:

a. Benefits Conference for Public EmployeesEBP — April 16-17, 2013

b. Annual Conference & Exhibition — NCPERS — Ma&¢23, 2013

c. 59" Annual Benefits Conference — IFEBP — October 202033

d. Investments Institute — IFEBP — April 22-2013

E. Financial Reports

o0 >
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Statement of Changes: November, Decembét @0d January 2013
Accounts Payable: December 2012, January 8uaep 2013
Accounts Payable Re: Onyx
a. Sargent Consulting $15,173.80
b. Epiq Systems 11,722.51

4. Ratification of Capital Calls: Grayco &lt $286,506

5. Death Audit Results
F. Applications for Retirement, Final CalculatipRefunds, Re-Examinations

1. Remove from the Rolls:
a. Peter Kerttu — deceased 11-18-12
b. Georgia Brown — deceased 11-19-12
c. Cornelia Rhodes — deceased 12-9-12: Survinfiradh $698.62/mo to Elvin Rhodes
d. Juanita Jimenez — deceased 12-31-12
e. Laverne Richards — deceased 12-21-12
f.
g
h
i

wh e

Sandra Spindler — deceased 01-16-13: Sunawaéirof $287.77/mo to Steven Spindler
. Martha Kreder — deceased 01-09-13
. Robbie Krawford — deceased 01-09-13
Yvonne Wooten — deceased 02-12-13
2. Application for Service Retirement:

a. Jan Eagan — Hospital 2 years, 6 months Age 60 Off deferred

b. Kimberly J. McNary - 2002 24 years, 8 months geAl9 60 points EO

c. Gregory T. Gates - 2002 28 years, 0 months e 24g 60 points EO

d. Paul F. Mosher — 2002 15 years, 10 months 58ge 60 points EO

e. Robert B. Simmons — Hospital 15 years, 9 nonthAge 55 Off deferred

f. Robert W. Shelton — 2002 20 years, 8 monthsge B2 60 points EO

g. McDonald Baldwin — 2002 11 years, 8 months  Bge 60 points EO

h. Carol A. Wilkins — Teamsters 16 years, 1 monthAge 59 58 points EO

I. Robert M. Rodgers - 2002 22 years, 4 monthsge A3 60 points EO

J. Marilyn Lingenfelter - 10 years, 2 months  &AG0 Off deferred

k. Mark E. Lewis — 2002 15 years, 10 months Ade 60 points EO

|. Bryant D. Long — 2002 15 years, 2 months  Ade 60 points EO

m. Robert D. Lavoie 15 years, 6 monthége 60 Off deferred
3. Final Benefit Calculations:

a. Claudia Negrete #2513

b. Michael Roth #2555

c. Jose Ybarra #2556

d. Charles Anthony #2580

e. Sally Lange #2587

f. Marquetta Dudley #2595

g. Frances Finnegan #2602

h. Madhu Oberoi #2605

i. Kevin Cook #2608

J. James Wellons #2610

k. Robert Englund #2613

|. Denise Shanks #2614

m. Myra Allen #2616
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n. Thomas Lewis Jr. #2632 (overpayment)

0. Dane Snowden #2638
p. Sheila Maksuta #2645 (overpayment)
g. Virginia Lauer #2647
r. Thomas Williams #2662
s. Tuesday Redmond #2666
t. Mark Hotz #2671
u. Yvette Talley #2679
v. Betty Hitchuk #2684
w. Robert B. Simmons #2713
X. Marilyn Lingenfelter #2718
y. Robert D. Lavoie #2721

G. EDRO Approval:
1. McKinley Jones (EDRO)
2. Robert Englund (EDRO)

Trustee Moore asked what the process is to re¢beanoney from those members who were
overpaid.

Ms. Zimmermann indicated that members go out oestimate and some of those have resulted
in overpayments. The member is sent a letter daggithe overpayment with options on how
the overpayment can be repaid to the System. Nbrmaembers are given the same amount of
time to repay the overpayment based on the lerfgime they were overpaid.

There was discussion regarding ways to reformaagfemda.

RESOLUTION 12-086 By Gaffney, Supported by Long
Resolved, That the Board approve the consent agené@bruary 27, 2013 as amended.

Yeas: 9 — Nays: O
CONSULTANTS

Re: Gray & Company — Fourth Quarter 2012 Performarce Report

Mr. Gray reviewed the System’s portfolio resultstlee fourth quarter of 2012. Despite all the
global issues, the Fund realized a very good reiatifr8.38% for the year. He also stated that
there are concerns that consumer tax hikes wilagirag on the economy but the markets are
continuing to do well. QEIIl will continue as tied tries to keep the economy growing.

This is not just an U.S. issue: economic stimususding used around the world. Japan recently
lowered the value of the yen in an attempt to gmanomic growth.

The U.S. equity market saw robust returns in 20Q2e-year returns for the S&P 500 were
16.06%; the Russell 1000 at 16.42% and the Ru2860 Value at 18.05%.
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Sector performance indicated that there has beeweasal of investment trends from 2011 to
2012. Investors were willing to take on more ri$k.2011, financial sector performance was
down 17% and in 2012 it was up 29%. In 2011, tigdiwere up 20% and in 2012 investors
moved away from safer investments like utilitieasiag their low returns of 1.34%.

Fixed income has seen good returns for a long tirltast of his professional life has seen a bull
market for bonds. They have been warning theéntd for some time that interest rates will go
up which will cause bond performance to declindeylfeel this will happen soon and that good
bond performance is coming to an end.

Barclays 1-3 year government’s one-year performavae0.51%. High yield realized
performance returns of 15.81% for that period dugheéir high correlation with the stock
market.

Chairman Harrison asked if they have a projectaéftiame for the decline in the bond market.

Mr. Gray pointed out that, along with Pimco’s Biloss, they thought the party had ended for
fixed income last year, but they were wrong.

Chairman Harrison stated that QE Ill has pumpedi$Hion into the bond market.

Mr. Gray stated that it is hard to predict wherisst rates will rise when they are in sync with
the global markets. Unemployment is lower andnitigsing market and stock market are doing
well. They really do not know when rates will movehe Fed is tying its efforts to a 6.5%
unemployment rate.

Mr. Kuhn noted that there is no way of knowing wheterest rates will rise. Core fixed income
performance will remain around 2% to 2.5% if inegn&tes do not change.

Trustee Moore asked how the portfolio should beakee to reflect the lower performance in
fixed income.

Mr. Gray indicated that they can assess the tistalim the portfolio. There will be a number of
options.

Mr. Kuhn stated that they are currently workingeoresearch project for fixed income which
they will bring to the next meeting. They will effideas on how to reallocate the assets which
could be invested in global bonds.

Chairman Harrison asked about convertible notes.

Mr. Gray stated that they like convertible bondd #rat they have a high correlation to the
equity markets as well as mitigating risk to risingerest rates.

Chairman Harrison also added that some managenmmake up the drag on rising interest rates.
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Mr. Gray indicated that the Board can look at a hanof options.

Trustee Naglick stated that he met with Mr. Grageosince the Board last met. He suggested
that the Board have Gray & Company perform an dedslity study now that de-risking is off

the table. This is largely a closed Plan and iiMde best to match up the investments to
provide the benefits and look at the $435 milliow &low to match up the System’s assets to the
liabilities.

Chairman Harrison indicated that the Board hasucgtd the consultant to provide asset
liability studies along the way.

Trustee Moore said that the Board needs to exahunethey operate and make suggestions on
how to proceed going forward to determine if thera better way to do business.

Trustee Gaffney asked how often the asset lialstiiglies are conducted.

Mr. Kuhn said that they conduct an asset allocatmew annually but thought the last formal
study was in 2007. They are also looking at priogcn asset liability review looking at the
viability of the System over the next fifty years.

Mr. Gray stated that they brought a new persontimocompany to do risk modeling. They are
conducting similar studies for some of their cleenHowever, those plans are different and
cannot afford to take on one iota of risk.

If the Board makes a formal request it would tagpraximately three months to put together the
report. The Fund’s returns are good but it codddking on too much risk.

Chairman Harrison asked that at the conclusioh@tbnsultant’s presentation that a motion is
made to request the consultant to provide an &abdity study for the System.

Trustee Moore stated that he would like the coastilio provide more information before
making a decision rather than doing it piecemdalstee Naglick has been on a board (PFRS)
that has heard more of the detalils.

Mr. Gray stated that the Total Plan has seen sooghttimes during the current period.
However, the one-year performance was 13.38% atdyfriees, 12.75%.

Domestic equity performance for the three-yearqeewas 11.98%, international equity at
0.67%, domestic fixed income at 7.19%, private ot 4.29% and the cash composite at .97%.

He reviewed the flash report as of January 31, 201% Total Plan return for the month was
4.09% versus the policy index at 4.27%. One-yeaiopmance versus the policy index was
13.24% versus 14.08% and five-year performance33% versus 5.29%. Since 1995 this plan
has been north of the actuarial assumption.

Chairman Harrison confirmed that the actuarial agsion is 7.5%.
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Mr. Gray said the driver of performance in the fid has been domestic equity. He noted that
mixed returns are typical and the reason for difygeng). Since inception the domestic equity
composite performance is 8.77% versus 8.09% fopttiey index.

Artio has not been performing well for some tinheir performance for the period is 5.23%
versus the benchmark at 5.27%. Their one-yeaoprénce is 15.17% versus 17.25% for the
benchmark. At the November, 2012 meeting they westeucted to bring in managers to
replace Artio.

Fixed income has done well. Munder, Peritus andassador Capital have continued to
outperform their benchmarks.

He indicated that there is a lot of room to gohie private equity portfolio.

Mr. Gray stated that many times we think that adinagers have to be performing well to
achieve good returns, which is not the case. Hewehere can be areas where risk may need to
be revisited.

Not many public plans are doing as well as thisiRVaich is why they use a different lens to
look through when making adjustments to this Sy&eqrartfolio.

Chairman Harrison indicated that the Board hasmbm@s of new members and he asked that Mr.
Gray explain the J curve in private equity investise He told the Board that these investments
are never traded publicly. In the early yearshefinvestment money is being spent to develop
the company so returns are negative. As the aigerpegins to earn money performance will
pick up and the manager will look to sell the positor take it public.

Trustee Gaffney asked about the risk spectrumrigate equity investments. She questioned if
that is an area the Board wants to be.

Mr. Kuhn stated that it is a more aggressive innesit and is a step up from small cap stocks.

Trustee Naglick inquired whether the Onyx investhwveas included in the performance returns.
He indicated that he is trying to get an idea eftisk spectrum of the portfolio.

Mr. Gray told the Board that investments in altéines provide better returns but more risk. A
small allocation to one of these highly skilled ragers can return more than some of the
traditional managers mathematically.

Trustee Giddings left at 2:35 p.m.

Chairman Harrison told the Board that the Planiggte equity investments are moving along
the J-curve. He noted that the Board could chéimgeallocation strategy for the Fund going
forward.
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Mr. Gray stated that there are still head windghanglobal markets. Global bonds react to the
equity market which is the driver of residual baeturns. He added that the Board’s current
returns were more than 13% which is north of theatal assumption rate with less risk than
strictly fixed income.

He asked when the Board would like to hold the sp@seeting to hear the manager
presentations for the international equity portfoli

Chairman Harrison felt that it was important toleee the manager and not allow the bleeding to
continue.

Mr. Gray stated that Artio’s returns are not gieait he did not think the Board should fully fund
a manager before they review the System'’s riskilprof

Chairman Harrison confirmed that from the consulsapoint of view they should not bring the
managers in until the risk profile has been revikwe

Mr. Gray stated that he would like to bring in Baamfor a special meeting to introduce the risk
liability concept to the Board. He told the Bodndt they are constantly reviewing the
allocation to the portfolio.

Trustee Giddings returned at 2:41 p.m.

It will take two to four weeks to work up and theill bring the updated numbers. They would
like the Board to give the actuary permission tease the data to them.

Chairman Harrison questioned whether the Board svanéllow the staff to coordinate a special
meeting. He also asked when the consultant wakedte information from the actuary.

Mr. Gray stated that they would like the data fribva actuary immediately.

Ms. Zimmermann indicated that the staff is curnetying out the 2012 data and is not sure if
the 2011 would reflect all the Fund changes.

Mr. Gray stated that they would prefer the 201z dat risk modeling.
Chairman Harrison asked Ms. Billings if this woudgjuire a motion.

Ms. Billings stated that the Board would need tprape the release of the actuarial data and to
schedule a special meeting.

Mr. Kuhn noted that the Board should not scheduata for the special meeting. They should
wait until the data is available from the actuary.

Trustee Naglick told the Board that the changd3ublic Act 314 have opened up more
investment avenues.
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RESOLUTION 013-003 By Jukowski, Supported by Waterman
Resolved, That the Board approve the Retirement®©fbd schedule and coordinate a special
educational meeting with the Investment Consultant.
Yeas: 9 —Nays: O
RESOLUTION 013-004 By Gaffney, Supported by Bowman
Resolved, That the Board authorize the actuarglease the 2012 data to Gray & Company for
an asset liability study.
Yeas: 9 —Nays: O
Mr. Gray & Mr. Kuhn left at 2:56 p.m.
REPORTS
Re: Chairman - None
Re: Secretary— None
Re: Trustees/Committees None
Re: Administrator
Cost Studies, Early Out Agreements

Ms. Zimmermann told the Board that she includedricle for the trustees’ information. There
are also two cost studies for early outs includlmgagreements.

Trustee Moore asked if the costs studies wereteddity Council.

Ms. Billings indicated that the cost studies shdagdoresented to City Council for information
purposes.

Ms. Zimmermann stated that she believes they waarete City Council and would verify that.

1099R’s
Ms. Zimmermann reported that the 1099R’s were rdail to retirees on January 11, 2013.

Final Calculation Backlog Memorandum
Ms. Zimmermann distributed a copy of a memorandegarding the final benefit calculation
backlog. She wanted to make this information pathe public record.

As of March, 2012 there were fifty-two PFRS andhéygtwo GERS final benefit calculations
that needed to be processed following the ternmonadf the Police and Fire unions along with
mass layoffs, multiple early retirement incentiaesl partial plan terminations for both Systems.

General Employees Retirement System
Regular Meeting,
February 27, 2013 10



At the same time the PFRS Board voted to go tard garty administrator which also required
the transitioning those operations. The Retiren@#fite is also providing training for the TPA.

Currently, there are six finals remaining to begaissed for PFRS and five remaining for GERS.
Of the five finals remaining for GERS, three of $kaare waiting for documentation from the
City. These finals along with eleven others wél tbompleted for the March, 2013 payroll which
will bring the Retirement Office up-to-date througbcember, 2012.

Ms. Zimmermann thanked the Retirement Staff forrthard work.

RESOLUTION 013-005By Moore, Supported by Bowman
Resolved, That the Board approved to receive dadhe Final Calculation Backlog
Memorandum.

Yeas: 9 —Nays: O

Reciprocal Time

Ms. Zimmermann reported that the Retirement Offiame across an issue while cleaning up the
2012 data for the actuary. There are twelve tedi people that worked at the Library and
Housing, entities that were spun off from the Ciynumber of those people had significant
service with the City. Some government entitiesraot included in the Reciprocal Act. She
asked that the Board consider adding these depaidrteetheir list so they are part of the
Reciprocal Act and would receive reciprocal timelemthe Act. She also noted that the Board
has done this before adding educational institstisithin the State.

Chairman Harrison recommended that this be forwhtddegal counsel for review.

Trustee Moore questioned how this could be doneaakdd how many individuals this would
effect.

Ms. Billings indicated that the Reciprocal RetirethAct provides that credited service with
other government entities, under certain circuntsarcan be added to service with Pontiac to
meet the service requirements for a benefit froenGhy of Pontiac General Employees’
Retirement System.

Trustee Gaffney told the Board that she thoughtitinary is a District Library which would
make it a government entity.

Ms. Zimmermann stated that the members are priynfaain the Housing Commission. She
would like to include the data to be submittedh® actuary rather than understating the
System’s liability.

RESOLUTION 013-006By Gaffney, Supported by Waterman

Resolved, That the Board approves to add the RoHtaising Commission and the Pontiac
District Library to their list of government engés that are eligible for reciprocal time under the
Reciprocal Retirement Act.

General Employees Retirement System
Regular Meeting,
February 27, 2013 11



Yeas: 9 —Nays: O
Re: Legal

Amendment to the Public Employee Retirement Systerastment Act (PA 314)

Ms. Billings reported that the amendments to Pubtit314 were adopted at the end of
December, 2012 and will go into effect on Apri2D13. She reviewed the amendments to the
Act as detailed in her memorandum.

Retirement Systems are required to adopt an gboicsy. This Board already meets that
requirement.

Limitations were put on trustee travel so the maximis the lesser of $150,000.00 per year or
$12,000.00 times the number of trustees on thedBoAn individual trustee can spend no more
than $30,000.00 per year on travel.

Chairman Harrison said that the figures in the rpapsr did not come close to the limits
included in Public Act 314. He also stated thatfigures in the newspaper were not correct and
were too high.

Trustee Naglick told the Board that he took thageres from the ones recorded in the minutes.

Ms. Billings stated that each System will have tovde a summary annual report each year
with the following requirements:

* Alisting of the names of all service providers.

* The investment performance net of fees on a rottelgndar year basis for the previous
one, three, five, seven and ten years for all itmuests.

» Alist of all expenditures made with soft dollars.

» Alist of all expenditures for professional traigiand education including travel
expenditures.

* Anitemized budget containing all projected expéuréis including expenses for training,
education and travel.

* The number of active members, retirees and beaggsi, the average annual retirement
benefit, total benefits paid, valuation payrollymal cost as a percent of payroll, total
contributions as a percent of payroll, weightedrage of member contribution; actuarial
assumed rate of return; actuarial assumed ratengtterm wage inflation; smoothing
method used; amortization method and period; systantuarial cost method; and a
statement indicating whether the system is opeariosed to specific employee groups.
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She indicated that once the first report is pregp#trean be updated going forward.

Trustee Giddings questioned which year these requants would be included in the summary
annual report.

Ms. Zimmermann confirmed that the Retirement Offeat out summary annual reports in the
past.

Ms. Billings reported that they are currently wardgiwith other clients to create the report and
would also work with this System. All the infornat required in the new summary annual
report is included in the system’s actuarial report

Investment service providers are required to dschil fees or other compensation on an annual
basis.

Trustees are prohibited from paying service proddiethe service provider made a contribution
to an official of the government entity includindegal defense fund during the previous twenty-
four month period with exceptions including that ttontribution did not exceed $350.00 per
election and if the service provider cannot votetli@ official no more than $150.00 may be
contributed per election. The service provider aso receive a refund within sixty days if they
determine that the contribution was improper.

The Retirement System will be reimbursed for afitsgaid to a trustee or service provider if
they are convicted or enter a no contest plea feloamy or misdemeanor attributed to their
services to the system.

Trustee Moore confirmed that would include the taimsement of legal fees paid by the System.
Trustee Gaffney indicated that also includes serproviders which may prove difficult.

Ms. Billings explained that the loophole was clo§atting equities/stocks to 70% of the
System’s assets including global equity investments

The real estate allocation has been increase®tod@he system’s assets.
The basket clause allocation was increased by 1&¥&don the amount of assets in the system.

Ms. Billings explained that investments includedhe basket clause are those investments that
are not otherwise qualified under Public Act 314.

Retirement systems will be required to retain feiahrecords for six years.

Member benefit amounts including estimates wilekempt from FOIA disclosure.
Retirement systems will not be permitted to paysigpplemental actuarial valuations.
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Trustee Naglick confirmed that the Board needsitupaa travel budget for educational
conferences. He told the Board that $10 milliojuoslgments for the Police & Fire VEBA are
being added to the City’'s summer tax bills ands¢leat the Board should adopt a more
restrictive plan in the travel policy.

Ms. Billings stated that the Board is required ¢opgoudent in its educational costs which will be
included in the System’s budget.

Trustee Naglick stated that he would like to adoptsolution to discontinue all travel.
There was a lengthy discussion regarding the traeiady.

Trustee Bowman stated that Trustee Naglick conmas & financial background so he has a
different point of reference than the other trustede respects Trustee Naglick’s opinion but the
trustees are fiduciaries of the System and neattéod educational conferences in order to
make informed investment decisions.

Trustee Gaffney said that she would entertain imgitvhat the System pays for and would
require trustees to come back from conferencegpemdde a report to the Board.

Trustee Waterman stated that the trustees do tertndi@e where the conferences are held and
that new trustees need training. She displayeddrtificate from the IFEBP Annual

Conference which indicates that she attended thgirexl number of sessions at the conference.
She takes offense at what has been written inghespaper regarding trustee travel. She attends
conferences to learn and to be the best fiduciaeycan be. She is tired of hearing that they are
going to Hawaii. She does not plan to go to Hawaiishe does intend to attend educational
conferences this year.

Trustee Gaffney indicated that she agrees witht€eug/aterman’s assessment.

Trustee Moore said that he hopes that this disonsgill not deteriorate to travel. The trustees
are fiduciaries and need to be concerned abouingammoney for the System and being
responsible to the retirees. This is all abouitigsland the Board does not need to keep going
over it.

Chairman Harrison explained that the Board haseaji@ look at the travel policy.

Trustee Moore recommended that legal counsel bevedl to finish her report.

Trustee Jukowski stated that he is in favor of pgyhe trustees’ expenses and that it seems
Trustee Naglick’s policy may have been overly limgt There is a need for education and other
boards have to share information from the confexernte noted that he does not attend dinners
or go to conferences.

RESOLUTION 013-007By Gaffney, Supported by Jukowski
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Resolved, That the Board authorize the legal cdung@epare reports and documents for the
summary annual report based on the new requireroéisblic Act 314.

Yeas: 9 —Nays: O

Proposed Amendment to the Eligible Domestic RetstiOrder Act

Ms. Billings reported that there is a proposed ain@nt to the EDRO Act which would modify
a participant’s pension rights in public retiremeystems during divorce proceedings in order to
allow a period of time for a Domestic Relations @rdetermined not to be an EDRO to be
corrected.

Miscellaneous
Ms. Billings reported that this is for the trusteesormation

* Robbins Geller Portfolio Monitoring Report Third ter 2012
* Motley Rice Portfolio Monitoring Report Fourth Qter 2012

Trustee Naglick stated that he would like the Bdarckvisit the travel and ethics policy.

RESOLUTION 13-008 By Waterman, Supported by Bowman
Resolved, That the Board approve to move to clgsedion to discuss pending litigation.

Roll Call:

Trustee Bowman — yea Trustee Moore - yea
Trustee Gaffney — yea Trustee Naglick - yea
Trustee Giddings - yea Trustee Waterman — yea
Chairman Harrison — yea Trustee Williams - yea

Trustee Jukowski — yea

The Board moved to closed session at 3:32 p.m.

Ms. Arndt, Mr. Blitchok, Ms. Filler, Mr. Marshall, Ms. Miller, Ms. Swvazer & Ms. Watson left at 3:32 p.m.
The Board returned from closed session at 4:11 p.m.

Ms. Arndt, Mr. Blitchok, Mr. Marshall, Ms. Svazer & Ms. Watson returned at 4:11 p.m.

RESOLUTION 013-00By Williams, Supported by Gaffney
Resolved, That the Board authorize legal counseegntiate a settlement and bring it back to
the respective Boards for final approval regardiaguan Craft

Yeas: 9 —Nays: O
RESOLUTION 013-00By Bowman, Supported by Gaffney
Resolved, That the Board ratify Ms. Zimmermanngnature on the Walmart securities
litigation agreement.

Yeas: 9 —Nays: O
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RESOLUTION 013-00By Bowman, Supported by Gaffney
Resolved, That the Board approve the closed sessimutes for October 24, 2012 and
November 28, 2012.

Yeas: 7 —Nays: 0
Abs: 2 (Trustee Moore & Trustee Jukowski)

UNFINISHED BUSINESS

Re: Negrete Overpayment Recovery

Ms. Zimmermann reported that Claudia Negrete waspaid on her retirement estimate and
passed away before her final benefit calculatios pracessed. She would like the Board to
authorize the recovery of the overpayment frombibeeficiary.

She explained that there will be a lifetime reductdf $43.74 per month deducted from the
beneficiary’s monthly pension benefit.

RESOLUTION 13-00 By Gaffney, Supported by Giddings
Resolved, That the Board authorize the Retiremdinteéto recover the pension benefit
overpayment from the beneficiary of Claudia Negrete

Yeas: 9 —Nays: O

Re: Retirement Office Relocation

Trustee Bowman told the Board that a committee puaigogether last September with regard to
the eviction notice. It consisted of himself, TtresGiddings and Ms. Zimmermann. They
looked at numerous locations in and out of the.Citiae tried to find something in Pontiac but it
was difficult. There we issues with retiree acdastuding parking being a considerable
distance from the building and there was not amppl&ing for the retirees or for the trustees for
scheduled meetings.

They looked at approximately seven places and ol ©ut from the others. However, they
were asking for a five year lease but we were ableegotiate a shorter term lease. The location
is 2201 Auburn and is on the border of Pontiac Anldurn Hills. Retirees would have easy
access to the building and ample parking. Thezeeaough parking spaces for meeting dates
and the owner has said that they would vacatedhang lot on those dates. There is also
additional parking on the street.

Chairman Harrison added that there is also additiparking in a lot just east of the building.

Trustee Bowman also noted that there is additioo@h in the lobby area for overflow. The
Retirement Office would also have free use of thene system. He has attached the listings of
the other places they looked at during the process.
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Chairman Harrison told the Board that he went by saw the space.

Trustee Bowman stated that it is a nice structackthe landlord has agreed to make several of
the offices into a large conference room at no@hait is also setup with a reception area. If
any of the trustees are interested in viewing gaes it is located at 2201 Auburn Road.

Ms. Billings told the Board that they have negathéind finalized the lease and that that it is in a
legally acceptable format. They negotiated a figar lease with a three-year early termination
clause. The lease may be terminated after thalitfiree-year term with six months’ notice and
an early cancelation penalty of $4,129.60 which goldown each month on a pro-rata basis.

Trustee Bowman told the Board that the rent is 32@0 per month and the common area
maintenance fee which includes snow removal; laaygisag and water cannot exceed $248.00
per month.

Ms. Billings indicated that the System would beuieed to carry fire, public liability, property
damage and renter’s insurance.

The landlord would be responsible for building riep#o the exterior and interior including
plumbing, the roof and the HVAC system.

The landlord is willing to indemnify at the negligee standard.

The Retirement System would not be allowed to naalealterations or improvements to the
space without the consent of the landlord.

Trustee Waterman asked if the Retirement Systenemtly has a lease with the City.
Ms. Zimmermann indicated that there is no leash thié City.

Trustee Jukowski commented that there is no phiyisiaae. He asked if the Retirement System
currently carries insurance on their space and lvenettilities are currently included.

Trustee Bowman felt that it would cost approximat2,500.00 to $4,500.00 per year to carry
the required insurance.

Trustee Moore stated that he was concerned abeytrtitess and that he was not impressed
with the space. He asked whether there was spabe building at Saginaw and Huron in
Pontiac as well as locations on South Boulevard.

Trustee Bowman indicated that they looked at thielimg located at Huron Street and Saginaw
which was nice, but it was already leased. It disonot offer ample parking for either the staff
or retirees. You had to walk around the buildioghe rear of the building to park.
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The locations on South Boulevard were too largeapmtoximately 4,000 square feet as was the
space in Ottawa Towers and they were unwillingdjoist the size of the spaces to accommodate
the needs of the Retirement Office.

After looking at all those locations the building2201 Auburn Road was close enough for
retirees and provided everything the Retiremenic®fivould need.

Trustee Jukowski stated that he would like to ¢leha costs including insurance and utilities
before making a decision.

Ms. Arndt left at 4:42 p.m.

Trustee Giddings stated that the Board should ly#teacosts before making a decision. He
indicated that Trustee Bowman has done a lot okwod spent a lot of his own time getting this
information.

Ms. Arndt returned at 4:45 p.m.

Trustee Bowman stated that he would like the Boa@pprove the lease with a contingency
with regard to the insurance and utilities costs.

Trustee Naglick indicated that he would like theaBbto bring BeneSys in to make a
presentation to the Board.

Trustee Gaffney stated that BeneSys is not the glalyer and the Board should follow the bid
process. She is not comfortable with the proc&s3Pused.

Trustee Naglick told the Board that BeneSys isaiig local provider. He also stated that the
Board has not competitively quoted their other \aad

Trustee Gaffney stated that she would not like dp@ira five year lease. She told the Board that
Trustee Bowman has done an excellent job puttiggtteer all the information. She is
comfortable with his recommendation.

Trustee Naglick stated that this all started whtd $3,000.00 per month rent cost. Perhaps the
Board could reach out to the Emergency Manageeedfshere is space in City Hall.

Chairman Harrison indicated that the Board was tiodsle is no space in City Hall.

Trustee Naglick again stated that he would likgddo a third party administrator which is the
way of the future.

Chairman Harrison stated that Trustee Bowman antgpaay have done a lot of leg work and
the Board has an opportunity to acquire the spadecan get out in three years if needed.
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Trustee Bowman stated that this process was stanédle back and there was no leeway from
the Emergency Manager then. He is prepared tomyeafd.

Trustee Jukowski again noted that he would likege the hard costs.

Ms. Billings asked the Board if she should posediestion to the Emergency Manager whether
there is open space in City Hall.

Trustee Moore stated that he does not want toisteys situation and that the System cannot
continue to operate in the future as it did inplst.

Chairman Harrison stated that in the past therengta lease.
Trustee Jukowski stated that he believes the @itydcprovide a formal lease.
Trustee Giddings said that he would like to mowavBrd with relocating the Retirement Office.

Trustee Waterman stated that she would like tdrseéotal cost for relocating and that she
would not be averse to staying at City Hall.

Trustee Moore stated that he would prefer not teranto a long term lease. If the City was
willing to give us a one-year lease than the Baanad make a decision in that type of
environment.

Trustee Bowman stated that he would like to moverdod and not to prolong the inevitable.
We were told there was no room in City Hall.

Trustee Naglick stated that he can get a compteteanalysis from the third party administrator
on what it would cost.

Trustee Williams stated that he would like the Gayffer an eighteen or twenty-four month
lease.

Trustee Gaffney said that she would hate to losegportunity to relocate to the office space at
2201 Auburn Road. This makes it difficult to makdecision.

Chairman Harrison asked the Board if they wantrid dut if there is space available in City
Hall or if they would rather move out.

Trustee Williams stated that City Hall belongshe titizens. It is more convenient for them to
come to a place that belongs to them.

Chairman Harrison stated that the Board can aslere are accommodations in City Hall or
relocate to 2201 Auburn Road. He is not suredfetis a third option to look at more properties.
He asked if the Board wants to look at both anderthk decision at next month’s meeting. The
Board needs to do something.
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Trustee Moore recommended postponing the decisithnext month. The Board should be
able to finalize everything then.

RESOLUTION 13-00 By Moore, Supported by Jukowski

Resolved, That the Board direct legal counsel qoiire whether there is space available to the
Retirement Office at City Hall and for the Retiramh&dministrator to obtain the insurance
costs, building utility costs or any other costattare included in the lease for the property
located at 2201 Auburn Road.

Yeas: 9 —Nays: O
Trustee Waterman asked if the Board should loak ltying their own building.
Re: Owusu-Agyei (Twum)/Brown Service Credit Issue- Pending
Re: De-risking Portfolio - Remove
Re: Disability Re-examinations
Ms. Zimmermann reported that there is a list oé fpeople who did not go for their disability
retirement re-exams in 2012. She asked if the doauld like those members scheduled for a
re-exam or to wait until their next scheduled date.
RESOLUTION 13-01 By Gaffney, Supported by Naglick
Resolved, That the Board authorize the Retireméintéto schedule the re-exams for those

disability retirees who did not go for their re-exavith the Medical Director in 2012.

Yeas: 9 —Nays: O

NEW BUSINESS

Re: Staff Deferred Compensation Resolution

Ms. Zimmermann reported that the Retirement Sgaffa longer able to be part of the City’s
deferred compensation program. She requestethin&oard give their authorization so the
staff can participate in deferred compensation ranogthrough ICMA. She will forward the
information onto City Council.

Chairman Harrison confirmed that these are volyntantributions.

RESOLUTION 13-01 By Gaffney, Supported by Naglick
WHEREAS, the Employee has employees rendering bldiservices; and

WHEREAS, the establishment of a deferred compemsaiian for such employees serves the
interests of the Employer by enabling it to providasonable retirement security for its
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employees, by providing increased flexibility ia gersonnel management system, and by
assisting in the attraction and retention of compepersonnel; and

WHEREAS, the Employer has determined that the &shabent of a deferred compensation
plan to be administered by ICMA Retirement Corporgtand that some or all of the funds held
under such plan be invested in the Vantage Trustg2my, a trust established by public
employers for the collective investment of fund&lhender their retirement and deferred
compensation plans;

NOW THEREFORE BE IT RESOLVED that the Employer Heradopts the deferred
compensation plan (the “Plan”) in the form of tiVIA Retirement Corporation Deferred
Compensation Plan and Trust, referred to as Appehdi

BE IT FURTHER RESOLVED that the assets of the Rlaall be held in trust, with the
Employer serving as trustee, for the exclusive beakthe Plan participants and their
beneficiaries, and the assets shall not be divéotedy other purpose.

BE IT FURTHER RESOLVED that the Employer herebyesgto serve as trustee under the
Plan.

BE IT FURTHER RESOLVED that the Retirement Admirasbr shall be the coordinator for
this program; shall receive necessary reportscestietc. from ICMA Retirement Corporation or
the Vantage Trust Company; shall cast, on behali@Employer, any required votes under the
Vantage Trust Company; Administrative duties ta'gaut the plan may be assigned to the
appropriate departments, and is authorized to eégedunecessary agreements with ICMA
Retirement Corporation incidental to the administraof the Plan.

Yeas: 9 —Nays: O

Re: Semi-Annual Cash Flow Re-balancing

Ms. Zimmermann reported that the Fund is rebalatwent per year, traditionally in February
and August. Since the Board did not hold a Jan&¥3 meeting she went ahead and
rebalanced $11.4 million based on the recommendafithe investment consultant. She asked
that the Board ratify the cash flow rebalancing.

RESOLUTION 13-0 By Gaffney, Supported by Bowman

Resolved, That the Board ratify the transfer o#$0,000 from Gray & Company Large Cap
Core (emerging), $2,000,00 from Large Cap Valuecfijan), $3,000,000 from Munder Mid
Cap, $2,000,000 from Systematic Mid Cap Value, 2,000 from Loomis Sayles Small Cap
and $2,000,000 from Artio International to fund bfits and operations for the next six months.

Yeas: 9 —Nays: O
Re: Balint Letter of Employment — Tabled

Re: Tommy Goodman Inquiry — Tabled
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Re: Audit Proposal

Trustee Naglick indicated that Larry Gray is then&al Partner of Grayco Alts. The System
has only received unaudited financial statemehts.Gray originally invested $100,000.00 of
his own money into this investment with our Sysiamesting $6 million and he raised $20
million from other clients. His money is off thabie now.

He does not feel that the System did their dugeliice when making this investment and as
stated in the Limited Partnership Agreement ther@bas the authority to conduct an audit of
the financial statements. He would propose thaBibard do their due diligence and have
Rehmann Robson conduct an investigative audit.

Trustee Moore stated that as a new member of thedBwe would like more time to make this
type of decision. He feels he is being rushed.

Chairman Harrison stated that having an auditgeal idea but that the Board needs to go
through the RFP process.

Trustee Naglick said that Grayco is continuing tavedown the committed capital and the Board
needs to determine where those assets are going.

Trustee Moore stated that as a county commissitegrused a committee structure and met
between meetings to discuss these types of isaieselthey come before the Board.

Trustee Naglick told the Board that not having @ldited financial statements could be a red
flag.

Trustee Giddings stated that it is to Mr. Gray'sattage to make good investment decisions.

Ms. Zimmermann asked if the Board would to likesthhedule another meeting to finish the
agenda.

Trustee Giddings asked if Trustee Naglick is prappa forensic audit.

Chairman Harrison stated that if the Board condlietéorensic audit it would appear that Mr.
Gray has done something criminal. The Board shtaldte this issue until next month’s
meeting.

Trustee Naglick indicated that the manager revielweduled for February 2013 was canceled.
Perhaps the Board can ask Bob Hubbard from Grap#@any to come in and provide the
details of the investments.

Chairman Harrison stated that this issue may lmaern but it is not a conflict.

Trustee Naglick stated that the Board has not haapportunity to review this investment.
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Trustee Moore felt that there needs to be morepsbeedure in place. When items for the
agenda come up they should be forwarded to a cdeenit

Chairman Harrison told the Board that he has askedZimmermann to provide a new
committee listing including the procedures on htemis are added to the agenda and the
procedures for how information comes to the Board.

Trustee Bowman stated that the Relocation Commiidiémved a process and now the Board is
delaying their decision and changing their minds.

Chairman Harrison stated that things have beentichadowever, trustees do have the right to
add items to the agenda.

Re: Executive Orders S-249 and S-250

Ms. Zimmermann reported that Executive Order S-@#finates the payment in lieu of
insurance to those members who opted out of thesGitsurance effective in calendar year
2013.

Executive Order S-250 eliminates payment of accrigdtime that was formerly paid when a
deferred member applied for their retirement. Thder would take effect immediately.

She explained that past practice has been thaicttreed sick leave was always paid out when a
deferred member started collecting their pensiorebeand was calculated into the member’s
final average calculation.

SCHEDULING OF NEXT MEETING

Regular Meeting: March 27, 2013 @ 1:30 p.m. — Cibuncil Conference Room

ADJOURNMENT

RESOLUTION 13-0 By Gaffney, Supported by Jukowski
Resolved, That the meeting be adjourned at 5:39 p.m

Yeas: 9 —Nays: O

| certify that the foregoing are the true and

correct minutes of the meeting of the

General Employees Retirement System held
on February 27, 2013
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Secretary, John Naglick
As recorded by Jane Arndt

General Employees Retirement System
Regular Meeting,
February 27, 2013 24



