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CITY OF FLINT EMPLOYEES RETIREMENT SYSTEM
BOARD OF TRUSTEES SPECIAL & REGULAR MEETINGS
A regular mesting of the Board of Trustees of the City of Hint Employees Retirement System was held

on Tuesday, April 17, 2007 at 1:00 p.m. in the New Committee-of-the-Whole Room, 3 Floor, City
Council Chambers, at City Hal, with the following in attendance:

TRUSTEES & Danid Hdl — Chairperson, Douglas Bingaman, Peter Dobrzeniecki,

ALTERNATES Robert Erlenbeck, Ehren Gonzaes, Janice Kehoe, Michelle Kirkwood,
Amy Lindman, Donad Phillips, Robert Rosenberger, Georgia Steinhoff,
Cass Wisniewski

ABSENT Peggy Cook, SandraKidd, Kerry Nelson, Scott Sutter

ALSO PRESENT Suzi Bye, Retirement Supervisor
I’ Lanta Robbins, Assgtant City Attorney/Attorney for Retirement Board
Ivory Day, Jr., Gray & Company

1 CHAIRPERSON CALLSTHE MEETING TO ORDER

The Specid Meseting scheduled for 9:00 am. was cancelled.

2. MEMBERSOF THE PUBLIC WISHING TO ADDRESS THE BOARD

3. SPECIAL HEARING FOR KAY TEREAU, DEBBIE CHERWINSKI, SANDRA
STEARNSAND WILLIAM KELLY.

4, OTHER BOARD BUSINESS
- Discussion of Scheduling Additional Hearing Dates

5. ADJOURNMENT (Break for lunch — Regular Board Meeting at 1:00 p.m.)
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6.

CHAIRPERSON CALLSTHE MEETING TO ORDER —1:00 p.m.

Chairman Hall called the Regular Board Meeting to order at 1:08 p.m. He stated that a Specia
Mesting had been scheduled to begin a 9:00 am. to continue the hearings concerning
overpayments of pension benefitsto retirees. However, the hearings were cancelled on
Monday, April 16™, by request of the Attorney for the City, Ric Champnela, who stated that he
was unavailable due to acommitment to be in court on another case. [Agenda ltems#1-5
related to the specid meeting.] Chairman Hall dso noted that Attorney Gibbs, the Attorney for
the plaintiffs, canceled the hearings scheduled on March 20, because he could not be in
attendance.

Charman Hall clarified the cancellation process for the hearings. 1) The Legd Depart- ment
receives natification of cancdlaion and gives notification to the Secretary of the System, Peter
Dobrzeniecki, and the Chair. 2) The Secretary will then direct his staff to notify al appropriate
parties. Chairman Hall noted that notice of cancellation was received about 2:00 Monday
afternoon and, unfortunately, not everyone was notified. Discusson followed. Chairman Hal
asked the Trustees to give Julie Sadler (Secretary Dobrzeniecki’ s Assistant) their persona
natification information: home phone, cell phone, office phone, e-mail address, etc. in order of
priority for contact.

Chairman Hall led a discusson regarding setting future hearing dates. Peter Dobrzeniecki
reported that, in reviewing the transcripts of the hearings, Attorney Gibbs has stated that some
board members are “ineligible to vote” “should be disqudified from voting,” or that “it is
inappropriate for someone who hasn't observed the credibility and demeanor of each witness...”
to vote. Applying his criteria, of the 16 Trustees and Alternates, 13 have dready been eiminated
by Mr. Gibbs. In order to vote on any issue, aquorum of five must be present. At this point, the
only board members who can vote are Dan (Hdl), Georgia (Steinhoff) and Michdlle (Kirkwood).

If the Board does vote, any vote against Mr. Gibbs' clients will be rgjected on the grounds that
members were indigibleto vote. Therefore, it is Peter’ sbdief that continuing with the hearingsis
awaste of timefor dl involved. Peter asked the Board to consder referring the issue to Attorney
Robbins to research the possbility of terminating the hearings or to advise the Board whether
there is any purpose in continuing the hearings. Georgia Steinhoff noted that the term for the
Retirees trustee and dternate (hersdf and Dondd Phillips) expiresin July (2007) and neither of
them are planning to run for re-eection. Sinceit gppears tha the hearings will sill be ongoing a
that point, another voter would be eiminated, according to Attorney Gibbs' criteria

Discussion followed. The costs to the Pension Fund are also a serious concern to the board
members, as well as the expectation that the cases will be taken to court by whichever sde loses
a the Board hearing level. Attorney Gibbs has additiond retiree clientsin the same Stuation who
have dready requested hearings, those hearings would begin once the current hearings have
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ended.
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A motion was made by Ehren Gonzales, and supported by Amy Lindman, to refer the
issueto Legal Counsel regarding what steps are needed to either expedite or
discontinue the hearings regarding pension calculation errors.

Further discussion ensued. Chairman Hall stated that the attorneys should review, and Judge
Farah should be informed regarding, Attorney Gibbs' criteria by which most of the board
members (trustees and dternates) are indligible to vote, thus making the hearings a usdess
endeavor. Before scheduling additional hearing dates, the Board needs the Judge' sruling. It
was noted that the Retirement Ordinance does require hearings to be granted when requested;
however, the Ordinance does not address any issues related to disqudifying trustees from voting
at those hearings. In light of the Ordinance, would the plaintiffs, or their attorney, need to
formally withdraw their requests for hearings? If the hearings are to proceed, scheduling and
hearing procedures need to be reviewed and revised in order to speed up the process.

During adiscussion of possibly setting a hearing date in May, it was noted that Chairman Hall,
and some of the other Trustees, would be unavailable from May 16™ to June 4". Attorney
Gibbs has dready indicated that he is unavailable the week of May 14™.

Upon being put to a vote, the motion carried unanimoudly.

1. MEMBERSOF THE PUBLIC WISHING TO ADDRESS THE BOARD

There were no members of the public present who wished to address the Board.

8. APPROVAL OF THE MARCH 12, 2007 SPECIAL BOARD MEETING MINUTES

It was moved by Ehren Gonzales, and supported by Robert Erlenbeck, to approvethe
minutes of the March 12, 2007, Special Board M eeting, as presented.

Upon being put to a vote, the motion carried unanimoudly.

9. APPROVAL OF THE MARCH 20, 2007 SPECIAL & REGULAR BOARD
MEETING MINUTES

It was moved by Amy Lindman, and supported by Robert Erlenbeck, to approvethe
minutes of the March 20, 2007, Special & Regular Board Meetings, as presented.
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Upon being put to a vote, the motion carried unanimoudly.
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10.

11.

111

11.2

12.

121

12.2

12.3

124

125

12.6

12.7

OPTIONSPICKED BY DEFERRED RETIREMENTS (informational only)

Cindy LaGarde/Hurley Option B $345.54

UPCOMING CONFERENCES (Placed on file in the Retirement Office)

Information Management Network, Colorado Public Employees Retirement Systems Forum, May
7-8, 2007, Denver, CO.

New York University, 13" Annud Mid-Sized Pension Management Conference, May 8-11,
2007, Boston, MA.

A motion was made by Amy Lindman, and supported by Geor gia Steinhoff, to receive and
approve all information/documentslisted under Agenda ltems#11, #12, #13, and #14, and
place all documentson file.

Chairman Hal stated that Item #14.9 and #14.10 would be discussed separately, but could be
included in the motion to receive.

Upon being put to a vote, the motion carried unanimoudly.
COMMUNICATIONS RECEIVED (All documents have been placed on filein the Retire-
ment Office; if noted, a copy was enclosed in the Board Members agenda packets also)

Wentworth, Hauser & Violich, Letter to Retirement Board re: New San Francisco Office, April
9, 2007.

The Bank of New Y ork, The Informer, Winter 2007.

Hartford Investment Management, Fixed Income Outlook, March 2007.

Kedey Asset Management Corp., Privacy Palicy, March 26, 2007.

Bank of Irdland, Letter to Trachelle Y oung re Payment of Invoice, February 16, 2007.

Gabridl, Roeder, Letter to Trustees re: 13" Check, March 20, 2007. (Enclosed)

Allegiant, Letter to FERS from J. Kirk VanDagens, re: Credit for Commisson Expenses,
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13.

131

13.2

13.3

14.

141

14.2

14.3

14.4

145

14.6

14.7

14.8

14.9

14.10

March 7, 2007.

COMMUNICATIONS SENT (All documents have been placed on file in the Retire-
ment Office; if noted, a copy was enclosed in the Board Members' agenda packets also)

L etter to Northern Trust from Daniel Hall re: April 1, 2007 Pension Transfer, February 20,
2007.

Letter to Northern Trugt from Daniel Hdll re: Wire for Fiddity Red Estate Growth Fund, April
3, 2007.

Trachdle Young, Letter to Samuel Dismond-Hurley Board of Managersre. FERS to MERS
Trandfer, February 28, 2007. (Enclosed)

REPORTS RECEIVED (All documents have been placed on file in the Retirement
Office; if noted, a copy was enclosed in the Board Members agenda packets also)

Fiddity Investments, Capital Contribution, April 2, 2007.

Wentworth, Hauser & Vialich, Appraisal Summary as of February 28, 2007.

Magna Securities, Commission Recapture Report as of February 28, 2007.

Fidelity Redl Estate Growth Fund, Investment Management Review, 4™ Quarter 2006,

Alliance Berngein, Research & Strategies, August 2006.

Peritus | Asset Management, Investment M anagement Presentation as of December 31, 2006.

Northern Trust Reports — February 2007 (Enclosed)

Retirement Fund Employee/Employer Contributions (Enclosed)

Hurley Employer/Employee Contributions July 2004 to Present (Enclosed)
2007-2008 Fisca Y ear Proposed Budget (Enclosed)

Chairman Hall led adiscussion of Item #14.9 regarding Hurley contributions to the pension
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15.

16.

system. He reported that the Finance Committee met and reviewed Hurley’s employer and
employee contributions since July 2004, dong with the proposed fisca year 2008 budget.
According to the City’ s records, gpproximately $7.9 million in employer contributionsis due to
the System from Hurley; due to the potentid transfer to MERS, however, a portion of those funds
may be dueto MERS instead. Hurley has been sending employee contributions to both FERS
and MERS. Cass Wisniewski stated that he was unsure whether exempt employees
contributions were being sent to MERS or FERS, but stated that he would check. Discussion
followed. Asaresult of the dispute regarding the effective dates for different groups to transfer to
MERS, Chairman Hall noted that FERS has been retiring exempts even though Hurley believes
the exempts should be transferred to MERS, effective on the same date as the union groups. It
was a'so noted that there have been no ordinance changes to date regarding Hurley and MERS.
Chairman Hall asked Legd to review the issue of Hurley’s contributions.

Communication issues with MERS were discussed, including MERS' position on terminated,
vested employees. Clarification is needed regarding the responsbility for retiring members who
were terminated and vested prior to July 1, 2004. Suzi Bye aso noted that MERS is not issuing
refunds of employee contributions to terminated members until they receive confirmation from
FERS that the employee has received their refund from the FERS system.

Robert Erlenbeck and Peter Dobrzeniecki reviewed the proposed fiscal year 2008 budget with
the Board. Chairman Hal indicated that the Education & Travel budget should be raised.
Discussion followed. Peter Dobrzeniecki stated that he would request of Council an increase to
$35,000 for the Education & Travel budget.

STATISTICAL REPORT OF BENEFITS (informational only)

2005 2006 2007
Number Retired 3,032 3,027 3,019
Annudized Payrall $ 64,198,389 $ 64,850,497 $ 65,326,689

APPROVAL OF THE MAY 1, 2007 PENSION PAYROLL TRANSFER

Chairman Danid Hall reported that atransfer of $4,954,300 was needed for the payment of the
May 1%, 2007 pension payroll, with funds to be taken from the Northern Trust Flint-Drawdown
Account #26-19617. The baance in the Northern Trust drawdown account, as of April 13,
2007, was $17,727,792.42.

A motion to approve thetransfer of $4,954,300 for payment of the May 1%, 2007 pension



Retirement Board Minutes — Special & Regular Meetings Page 9564
Tuesday, April 17, 2007

payroall, from the Northern Trugt Flint - Drawdown Account #26-19617 to Citizens Bank,
was made by Robert Rosenberger, and supported by Ehren Gonzales.

Upon being put to a vote, the motion carried unanimoudly.
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17.

18.

FINANCE COMMITTEE

Chairman Hal stated that a meeting would be scheduled in the near future. He asked Bob
Rosenberger to resume his position as Committee Chair and call meetings as needed.

PROFESSIONAL SERVICES COMMITTEE REPORT

Committee Chair Georgia Steinhoff stated that the Committee did not meet due to schedul-ing
conflicts. She has been in touch with GRS regarding the MinuteMagter for 2006. Chairman Hall
asked Julie Sadler about bringing the MinuteMagter in-house. Ms. Sadler stated that she has
compiled dl rdevant information manudly from last year’s minutes (as GRS has previoudy done)
to be included in the MinuteMaster, which utilizes Microsoft Word software. A free-form
database program was purchased for $500 that alows minutes to be compiled, sorted and
searched. Thiswould provide an additionad method of retrieving historica information that may
not be included in the MinuteMaster. Ms. Sadler is currently working on the program’ stutorid
and will be compiling dl minutesinto the program that are till on the computer. Ms. Sadler stated
that GRS quote for compiling the 2006 MinuteMaster information was $4100. Discussion
followed. It was agreed that, if the new program accommodates scanned information, the
previous minutes should be scanned in also. Chairman Hall asked Georgia Steinhoff to review the
options, however, it would appear that bringing this project in-house would provide more timely
sarvice a agreatly reduced cost. Suzi Bye and Julie Sadler will work together and Suzi will

report back to the Professiona Services Committee.

Ms. Steinhoff reported that Dr. Roth has been unavailable to attend committee meetings but was
willing to join amesting by conference cal. However, the Committee wants to meet with himin
person regarding disability retirement issues. Chairman Hall stated thet three retirement systems
are providing information to him regarding their disability policies. Attorney Robbins added that
she has been compiling information regarding disability policies from other municipa retirement
systems and is preparing to make some recommendations. Chairman Hall asked that disability
issues and recommendations be discussed at the next PSC mesting, which is scheduled for May
7". He dso asked Suzi Byeto contact Dr. Roth about attending that meeting in person.

Bob Erlenbeck reported that additiona issues have surfaced regarding the Board' s disability
procedures. During the current budget process, fire prevention positions are being reindated in
the Fire Department. \When the fire prevention divison was eiminated, it caused two people to
file for disability retirements, one duty and one non-duty, because they had transferred to fire
prevention due to thalr ingbility to perform fire suppresson duties. If their jobs are reinstated,
should they be returned to duty and removed from disability retirement? Discussion followed.
The Board does have the right under ordinance to have the disability retirees re-examined to
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19.

determine if they would be able to return to duty. Attorney Robbins stated thet if the budget
passes and the pogitions are officidly reingtated, dl applicable documents should be reviewed,;
i.e., contract terminology, ordinance language, settlement agreements, etc. to determine how this
should be handled.

FERSTO MERSTRANSITION

Chairman Hal asked Attorney I’ Lanta Robbins to review Kenddl Williams response to the
letter to Hurley’ s Board requesting copies of information and correspondence between Hurley
and MERS. Chairman Hall noted that two GRS valuations dated October 5 and October 13,
2006 were enclosed with the letter. Hurley noted in the letter that the October 5 val uation was
incorrect and the October 13 valuation replaced it. However, Chairman Hall stated that the
FERS Board is working from the February 2006 val uation that was requested by the Board.

The Board recessed for abresk at 2:10 p.m. to alow time to read the | etter.

The Chairman called the meeting back to order a 2:20 p.m.

Attorney Robbins reviewed the letter with the Board, noting that it was hand-delivered to the
Law Office about 4:00 p.m. the previous day (Monday, April 16™). Attorney Williams
attached only the two GRS October valuations in response to the request for copies of
communications. He also stated that, before any other information would be provided, he
would need more specifics on what the Board would require. Attorney Williams al'so made
assumptions that the FERS system intends to request recal culation of the transfer amount of
$415,000,000 based on the October 13th GRS report. Several issues of concern are outlined
in hisletter under the heading “ Pension Digpute Timdine” In addition, he asked that Hurley's
issues of concern be addressed: 1) Whether or not Ed Kurtz had the authority to enter
into a contract binding the pension system. At aprevious meeting, Hurley’s atorneys were
informed that the Board went to court on that issue and won, with the Attorney Generd saying
that the State- appointed Emergency Financid Manager had no authority over the pension
system or to bind the Board of Trustees. 2) The second issue is whether the City must ratify
Hurley’ s collective bargaining agreements. Thisissue relatesto City Charter and Ordinance
language. 3) Whether the City isresponsible for any shortfall in pension payments made
by MERS. 4) The letter requested information on the status of the initial transfer amount.
Hurley does agree that they should bear the costs associated with the actuarid studies and the
conversion of the assetsinto cash. Attorney Robbins stated that she needs an opportunity to do
additiond research and review dl pertinent information with Attorney Y oung.
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20.

21.

22.

Discussion followed. The Board had requested copies of correspondence or agreements
between Hurley and MERS and Legd was asked to resubmit that request to Hurley. Other
issues that must be resolved include the status of exempts and retirees, whether CFO Coffield
could 9gn agreements binding the hospitd, and the status of the hospitd’ slegd relationship with
the City. Peter Dobrzeniecki stated that Hurley is not a separate legd entity. They areincluded in
the City’ sfinancid reports as afund of the City and dl of their land deeds are on file in the City
Clerk’ s office with the City listed as the owner. The hospitd fund is making clams againg the
pension fund, but both funds are ultimately controlled by the City Council and Hurley has no
gtanding to sue the pension fund or the City. Chairman Hall noted that, when Hurley files
documents with the State of Michigan, they are listed as a City-owned hospitd. A mgor issueis
that only FERS has the legd right to reassign current retirees to another pension administrator.
There are ligbility issues for the pengon system, if Hurley cannot fulfill their pension obligations;
however, Hurley is digputing that there are any ligbility issues. Chairman Hal asked Attorney
Robbins to further research these issues and discuss them with Attorney Y oung.

RETIREMENT ORDINANCE REVISION COMMITTEE

Chairman Hall sated that Ordinance #3688, which changes the multiplier for Hurley exempts,
was agpproved by City Council. Bob Erlenbeck stated that most ordinance changes take effect
30 days after the date they were approved by Council. Once this change takes effect, the
Retirement Office will recaculate the affected pensions.

INVESTMENT COMMITTEE REPORT

Chairman Hall noted that an Investment Committee Meeting will be scheduled soon.

GRAY & COMPANY

Ivory Day distributed and reviewed an updated rebalancing schedule, showing the current market
vaue of FERS' investments and asset dlocations. Asof April 12, the totd vaue of the Fund was
$826.2 million. Mr. Day referenced the March 12" specia meeting presenta-tions made by
Kedey, Allegiant and Globat and noted that he has been working on an optimization process of
FERS assat dlocation on an asset class bag's, beginning with the large cap, dl cap and smdl cap
portfolios, since equities represent the largest single asset class of the portfolio and are expected
to give the biggest return over thelong term. He will continue that process using different
parameters and will review his findings with the Investment Committee before presenting them to
the Board. Chairman Hal noted that an Investment Committee Meeting will be scheduled prior to
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the next board mesting.



Retirement Board Minutes — Special & Regular Meetings Page 9569
Tuesday, April 17, 2007

23.

24,

25.

LEGAL COUNSEL UPDATES

Attorney I’ Lanta Robbins stated there was nothing new to report on the Claude Miller lawsuiit.
She reported that, per Attorney George Peck, the defendants in the Take Two Interactive
lawsuit were filing motions for summary disposition to attempt to get the case dismissed. The
deadline for those motions was yesterday. Assuming that they filed those briefs and motions,
Attorney Peck and the other attorneys will be giving a response on behdf of the plaintiffs. Itis
expected that Attorney Peck will have more information at the next board meeting regarding the
legd issues rdaed to those filings.

Attorney Robhbins gave an update on Sherrie Jackson, who filed for a non-duty disability
retirement, which was denied and, after her December 5" hearing, the Board upheld the denidl.
Her attorney has now requested that the Court review the information presented at the hearing.
He hasfiled a brief and Attorney Robbinsfiled aresponsive brief last week. The Court has
those briefs, dong with her attorney’ s request for oral arguments by the attorneys before the
judge, and she iswaiting for word from the Court.

Attorney Robbins gave an update regarding the Bank of Irdland and their request for pay-ment of
$42,000 for 2004 invoices they clam were due a the time FERS' agreement with them was
terminated. On March 28, 2007, Attorney Trachelle Y oung sent aletter to the Bank of Irdland
acknowledging their letter and expressing the Board' s concern about the manner in which the
assetswere liquidated. She aso requested any written correspondence regarding the instructions
to the Bank of Irdland detailing how those funds were liquidated. No response has yet been
received. Peter Dobrzeniecki believes approximately $4,000,000 was lost due to their poor
handling of the liquidation.

DB/DC CONVERSION

Bob Erlenbeck reported that the unions have gpproved the methodology for the purchase of
interim lay- off time, which must precede the DB/DC conversion process. The unions have dso
agreed with the methodology for calculating the amount due to each employee, the interest
rates, etc. It isexpected that thiswill take place by the end of the year.

OTHER BOARD BUSINESS

Dondd Phillips asked the Board to congder hiring their own money manager, which would save
money manager costs. Discussion followed. Chairman Hall asked Ivory Day to research the
issue and present his findings to the Investment Committee.
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26.

Chairman Hall stated that Northern Trust is offering passport training on Thursday, May 3°, at
City Hdl in the Information Services training room. He asked board members to contact Suzi
Bye as soon as possible if they wish to attend so that preparations can be made.

Chairman Hal aso stated that any board member who wishes to attend MAPERS Spring
Conference should contact Julie Sadler regarding their paperwork.

ADJOURNED

Therebeing no further businessto discuss, it was moved by Amy Lindman, and
supported by Peter Dobr zeniecki, to adjourn the meeting at 3:07 p.m.
Upon being put to a vote, the motion carried unanimoudly.

Respectfully submitted,

Peter Dobrzeniecki, Secretary



