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City of Ann Arbor Employees' Retirement System

Minutes for the Regular Meeting

January 18, 2007

The meeting was called to order by Chris Heatley, Chairperson, at 8:46 a.m.

ROLL CALL
Members Present:
Boonstra (9:25), Carter, Crawford, Fraser, Heatley, Kahan, Nerdrum, Pollock, Sylvester

Members Absent:
None

Staff Present:
Jarskey, Kluczynski, Powell, Refalo 

Others:
Michael VanOverbeke, Legal Counsel (8:53)


Charles Helppie, Echelon Wealth Management, LLC

WELCOME & INTRODUCTION OF ALEXA NERDRUM, NEW CITIZEN TRUSTEE

Mr. Heatley introduced Alexa Nerdrum, the newly-appointed Citizen Trustee to the Board. Mr. Heatley noted that Ms. Nerdrum works for the firm of Watson Wyatt in Southfield, Michigan as a Retirement Consulting Team Leader since 2003, and resides in Ann Arbor. 

AUDIENCE COMMENTS
There were no audience comments presented.

A.
APPROVAL OF REVISED AGENDA
Mr. Powell noted the following revisions to the agenda:

· C4    Authorization for Payment of Invoices – New invoices added to resolution

· E-1   Results of Buy-Back Survey to Employees 

It was moved by Kahan and seconded by Fraser to approve the agenda as revised.

Approved as revised

B.
APPROVAL OF MINUTES
B-1
December 21, 2006 Regular Board Meeting Minutes
It was moved by Carter and seconded by Pollock to approve the December 21, 2006 regular Board Meeting minutes as presented.

Approved
C.
CONSENT AGENDA 
It was moved by Fraser and seconded by Sylvester to approve the following Consent Agenda:

Preliminary Retirement Resolutions 

C-1
Preliminary Approval of the Application for Service Retirement of Alan Agauas
WHEREAS, the Board of Trustees is in receipt of an application for retirement from Alan Agauas (Applicant), dated January 8, 2007, and 

WHEREAS, it appears, based on preliminary information provided, that said Applicant meets the eligibility requirements of the Retirement System and any applicable collective bargaining agreement, therefore be it

RESOLVED, that said application for service retirement of Alan Agauas is preliminarily approved subject to the adoption by the Board of a resolution approving the calculations of the actuary, and further

RESOLVED, that upon receipt of all required certificates/forms completed by said Applicant and following said Applicant’s last date on the active payroll, a retirement calculation will be completed based upon the certified numbers from the City of Ann Arbor Finance Department, and further

RESOLVED, that the Board's actuarial program certified by the Board's actuary shall perform the retirement calculation and employer transfer to the retiree reserve fund to the Board of Trustees as soon as possible, and further

RESOLVED, that upon receipt of the retirement calculations completed by the Board's actuarial software, the Board of Trustees will consider adoption of a resolution approving payments of the applicable benefit amounts.

C-2
Preliminary Approval of the Application for Early/Service Retirement of Ronald Heemstra
WHEREAS, the Board of Trustees is in receipt of an application for early/service retirement from Ronald Heemstra (Applicant), dated January 3, 2007, and 

WHEREAS, it appears, based on preliminary information provided, that said Applicant meets the eligibility requirements of the Retirement System and any applicable collective bargaining agreement, therefore be it

RESOLVED, that said application for early/service retirement of Ronald Heemstra is preliminarily approved subject to the adoption by the Board of a resolution approving the calculations of the actuary, and further

RESOLVED, that upon receipt of all required certificates/forms completed by said Applicant and following said Applicant’s last date on the active payroll, a retirement calculation will be completed based upon the certified numbers from the City of Ann Arbor Finance Department, and further

RESOLVED, that the Board's actuarial program certified by the Board's actuary shall perform the retirement calculation and employer transfer to the retiree reserve fund to the Board of Trustees as soon as possible, and further

RESOLVED, that upon receipt of the retirement calculations completed by the Board's actuarial software, the Board of Trustees will consider adoption of a resolution approving payments of the applicable benefit amounts.

Final Retirement Resolutions 

C-3
Approval of the Application for Service Retirement of Barry Eads
WHEREAS, Barry Eads (Participant) has submitted an application for a service retirement to the Board of Trustees requesting an effective retirement date of December 9, 2006, and

WHEREAS, said Participant has been credited with 27 years and 8.5 months of service credit (which includes 2 years and 3 months of reciprocal credit), and

WHEREAS, the Board of Trustees has verified that the aforesaid Participant meets all those requirements for a service retirement as established pursuant to the provisions of the Retirement System and applicable collective bargaining agreement, and 

WHEREAS, said Participant has provided all necessary data and certificates/forms to the Board of Trustees, and

WHEREAS, the Board of Trustees has provided all necessary personal and financial data to the Board of Trustees’ actuary who has completed all necessary reports relating to Participant, and

WHEREAS, said Participant has elected to receive an Option III, 50% Joint & Last Survivorship (Pop-Up) form of benefit (and nominated Lisa Eads, wife, as option beneficiary), and 

WHEREAS, said Participant has requested no annuity withdrawal under the provisions of the Retirement System and collective bargaining agreement, therefore be it

RESOLVED, that a service retirement is hereby granted to Barry Eads (Participant), effective December 9, 2006, and further

RESOLVED, that benefits be paid consistent with the foregoing, and further

RESOLVED, that copies of this resolution be forwarded to said Participant and the appropriate City representatives.
Resolutions:

C-4
Authorization For Payment of Invoices  ($ 53,707.31)
WHEREAS, The Board of Trustees is vested with the general administration, management and operation of the Retirement System; and

WHEREAS, Section 13(4) of Public Act 314 of 1965, as amended, provides that an investment fiduciary may use a portion of the income of the system to defray the costs of investing, managing, and protecting the assets of the system, may retain services necessary for the conduct of the affairs of the system, and may pay reasonable compensation for those services; and

WHEREAS, the Board of Trustees is required to act with the same care skill, prudence and diligence under the circumstances then prevailing that a prudent person acting in a similar capacity and familiar with those matters would use in the conduct of a similar enterprise with similar aims; and

WHEREAS, the Board of Trustees has previously approved a resolution at its regular meeting of June 19, 1997 to have accounts payable services provided through its custodian bank, The Northern Trust Company; and

WHEREAS, the Board is of the opinion that prompt payment to service providers for services rendered is appropriate and in the best interest of the plan; therefore be it

RESOLVED, that the Board of Trustees’ custodial bank, The Northern Trust Company, is authorized and directed to provide payment to the following vendors and providers of service in the amount as indicated upon receipt by the Board of appropriate invoices or as required by lease agreements, subject to (a) review and approval of said invoices and lease agreements by appropriate Board representatives and (b) 

payment authorization signed by Chris Heatley/Chairperson, Nancy Sylvester/Vice-Chairperson, or Jeffrey Kahan/Secretary, and Willie J. Powell/Executive Director.

	
	PAYEE
	AMOUNT
	DESCRIPTION

	1
	301 E. Liberty LLC
	4,875.98
	Office Lease (including monthly escalation fee)

	2
	Republic Parking System
	315.00
	Monthly Parking Fee

	 3
	Gray & Company 
	7,750.00
	Investment Consultant Retainer – December 2006 

	4
	SBC / AT&T
	243.80
	Monthly Telephone Service - 11/14/05 – 12/13/06

	5
	Arbor Springs Water Co., Inc.
	19.75
	Monthly Water Service

	6
	Qwest
	11.80
	Monthly Long-Distance Telephone Service

	7
	Republic Parking System
	103.30
	Monthly Parking Validation Fee

	8
	Staples Business Advantage
	119.13
	Misc. Office Supplies

	9
	Transition Imaging, LLC
	572.00
	Meeting packets – 2002

	10
	Transition Imaging, LLC
	511.00
	Meeting packets – 2003

	11
	Afternoon Delight
	118.46
	December Board Meeting

	12
	Palmer Envelope Co.
	191.28
	Retirement System Window Envelopes (for contrib. stmts.)

	13
	MAPERS
	50.00
	2007 Membership Renewal Dues

	14
	Abraham & Gaffney, P.C.
	525.00
	Prep of Management’s Discussion & Analysis

	15
	University Office Equipment
	93.47
	Quarterly Copier Maintenance Contract

	16
	The Northern Trust Company 
	37,874.85
	Quarterly Custodian Fees:  October–December 2006

	17
	AT&T
	223.58
	Monthly Toll-Free Telephone Service

	18
	301 E. Liberty LLC
	108.91
	Monthly Electric Charge –  12/07/06 - 1/08/07

	
	TOTAL
	53,707.31
	



C-5
Reciprocal Retirement Act – Service Credit
WHEREAS, the Board of Trustees is vested with the authority and fiduciary responsibility for the administration, management and operation of the Retirement System, and

WHEREAS, the Board of Trustees acknowledges that, effective July 14, 1969, the City of Ann Arbor adopted the Reciprocal Retirement Act, Public Act 88 of 1961, as amended, to provide for the preservation and continuity of retirement system service credit for public employees who transfer their employment between units of government, and

WHEREAS, the Board acknowledges that a member may use service credit with another governmental unit to meet the eligibility service requirements of the Retirement System, upon satisfaction of the conditions set forth in the Reciprocal Retirement Act, and

WHEREAS, the Board is in receipt of requests to have service credit acquired in other governmental unit retirement systems recognized for purposes of receiving benefits from the Retirement System, therefore be it

RESOLVED, that the Board of Trustees hereby certifies that the following member(s) of the Retirement System have submitted the requisite documentation for the recognition of reciprocal retirement credit:

	Name
	Classification
	Reciprocal

Service Credit
	Prior Reciprocal

Retirement Unit

	Michael Cemazar
	Police
	8 Years, 3 Months
	City of Auburn Hills


RESOLVED, that the Board of Trustees notes that pursuant to the Reciprocal Retirement Act, said reciprocal retirement credit may only be used for purposes of meeting the retirement eligibility requirements of the Retirement System and that retirement benefits will be based upon actual service rendered to the City and shall be made payable consistent with the City Charter, applicable collective bargaining agreements, Retirement System policies/procedures, and applicable laws (specifically, MCL Public Act 88 of 1961, as amended), and further

RESOLVED, that a copy of this resolution shall be provided to the appropriate City and Union representatives and interested parties.

Consent agenda approved as presented

D.
ACTION ITEMS
D-1
Member Interest Credits for Calendar Year 2007
Mr. Powell reviewed correspondence from Gabriel, Roeder, Smith & Company dated January 5, 2007, indicating that they have completed the calculation of the rate of investment return for crediting interest to member accounts for the coming year. The computed rate of return for the calendar year ending December 31, 2007 is 9.8%. The equivalent quarterly return is 2.36%, therefore 2.36% interest should be credit to member accounts for the quarter ending March 31, 2007 and each of the remaining 3 quarters in calendar year 2007.

It was moved by Crawford and seconded by Pollock to approve the member interest credits for 2007, as submitted by Gabriel, Roeder, Smith & Company.


Approved

D-2
Proposed Annual Board Retreat Agenda for Friday, January 26, 2007
Mr. Powell presented the proposed Annual Board Retreat Agenda for Friday, January 26, 2007. Mr. Pollock suggested adding a discussion regarding the creation of an Audit/Actuary Committee for the upcoming year. The Board agreed.

It was moved by Kahan and seconded by Fraser to approve the proposed Annual Board Retreat Agenda as discussed and revised.


Approved

D-3
Laptop Business Case
Mr. Crawford stated that the Administrative Policy Committee discussed the possible purchase of 8 laptops for the Board of Trustees in the ongoing effort to utilize paperless Board and Committee agenda packets. Mr. Crawford reviewed the Business Case as submitted by the Information Technology Services Unit in conjunction with Mr. Powell’s input as to the Board’s requirements. Mr. Crawford stated that the estimated acquisition cost has been recalculated due to three Board members who already have laptops and are not in need of new ones, and other Trustees who are due to be upgraded to laptops by the City, so the cost has been reduced considerably since the printing of the Business Case document.  After further discussion, the Board agreed to proceed with the purchase of laptop computers.

It was moved by Pollock and seconded by Fraser to approve the purchase of laptop computers for the Board of Trustees.


Approved
D-4
Office Space Recommendation from Special Projects Committee 
Mr. Kahan stated that the Special Projects Committee has discussed the results of the survey that was sent to all active employees and Michigan-based retirees in regards to their preference for the future location of the Retirement Office. Mr. Kahan stated that 514 responses were received, which indicated various opinions and comments. Many felt that the office should be located in City Hall, and the Committee believes that many people may be under the impression that the Retirement System would not have to pay a monthly rental fee if located in City Hall, when in fact there would be a charge. Overall, there was no overwhelming results that showed a preference either way when computing the total responses.

Mr. Kahan stated that the Committee went on to discuss whether to continue to lease office space or to purchase its own in the form of property or an office condominium. The Committee has concluded that in the long run, it would be financially beneficial to own property rather than continuing to lease office space, therefore, the Committee would like to recommend that the Board of Trustees allow the Committee to move forward in the process to purchase a site for ownership. With the Board’s approval, the Committee will begin the process of analyzing ownership options; create a projected timeline to keep the Committee on track, Mr. Powell will be providing updated financial projections with regard to the comparison of ownership options, and a professional real estate broker will be invited to discuss local real estate options.

It was moved by Sylvester and seconded by Carter to recommend that the Board of Trustees allow the Special Projects Committee to begin the process of purchasing property for the Retirement System Office.


Approved
D-5
Resolution to Accept Distribution Notice With IRC Section 402
Mr. VanOverbeke stated that his office has submitted the IRC Section 402 Notice, which is already in place with the System, and with the new Pension Protection Act there were some changes made that have been added to the document. There is now the ability for public safety officers to take their lump sum distributions without penalties at age 50 rather than 55 upon termination of employment, and also the ability for people, other than just beneficiaries, to rollover lump sum payments.

WHEREAS, the Board of Trustees is vested with the authority and fiduciary responsibility for the administration, management and operation of the Retirement System, and 

WHEREAS, the Board of Trustees acknowledges that Section 402 of the Internal Revenue Code requires the Board to provide notice to recipients of lump sum distributions from the Retirement System, and 

WHEREAS, applicable tax law and regulations require said notice to be provided at least thirty (30) days in advance of such distributions, and 

WHEREAS, legal counsel has prepared a distribution notice and form consistent with IRC Section 402, and 

WHEREAS, the Board of Trustees has discussed this matter, therefore be it 

RESOLVED, that the Board of Trustees hereby adopts the distribution notice and form, with changes as discussed, and further

RESOLVED, that the Retirement System shall be administered consistent with said notice, and further

RESOLVED, that the distribution notice and form be provided to recipients of lump sum distributions from the Retirement System consistent with the Internal Revenue Code, and further

RESOLVED, that a copy of this resolution shall be provided to all appropriate parties.  

It was moved by Pollock and seconded by Fraser to approve the Resolution to Accept Distribution Notice with IRC Section 402.


Approved
E.
DISCUSSION ITEMS 
E-1
Results of Buy-Back Survey to Employees


Mr. Powell stated that in October 2006 the Board had directed him to send a memo to all employees to help identify those active employees who went directly from temporary status with no break in service to permanent status. Mr. Powell stated that 35 questionnaires were returned to the Pension Office, with one being disqualified because the person was a “contract employee”. Of the remaining thirty-four respondents, twenty indicated (59%) that they were not made aware of the opportunity to purchase the temporary time. Twelve (35%) stated that they were made aware of the opportunity to purchase the time. Two persons (6%) said they did not know whether they had been made aware of the opportunity to purchase or not. Mr. Powell stated that if the Board wishes to allow these employees to buy back their temporary time, it would have to take the request to City Council because this process would require an Ordinance Amendment.

Mr. Powell stated that ten of the respondents had indicated that they would have bought back their time if they had been made aware of the opportunity to do so. Gabriel, Roeder, Smith & Company would also be requested to determine how much this would cost the System. Mr. Powell stated that often employees decide not to purchase their time once they find that the actual cost is fairly high, due to interest being added. Mr. Powell suggested that calculations be performed for those who have indicated that they would like to buy back their temporary time, and if they decide to purchase the time, the issue will be brought back before the Board for a decision of whether to move forward. After further discussion, the Board decided to calculate the cost for the interested respondents in order to find out if they are interested in pursuing with the buy-back process, and Mr. Powell will report the results back to the Board in the near future. 
It was moved by Carter and seconded by Boonstra to calculate the approximate cost for the interested respondents to find out if they want to buy back their temporary time, indicating to them a commitment of the purchase, as well as setting a deadline for their response.


Approved
Mr. Fraser suggested that the respondents be advised that this process is only to find out who is interested in purchasing the time and if they would still want to buy back their time after the calculations have been done, that the Board is not making any commitments, and this is only an informational undertaking at this point in time.


E-2
Fiduciary Liability Insurance

Mr. Powell stated that Matthew Horning, City Treasurer, has submitted a memorandum in response to the Retirement Board’s insurance inquiry, asking what is covered under the City’s policy in terms of fiduciary liability, general liability and property, and if there is a recourse policy. Regarding fiduciary liability insurance, the City’s policy carries a $50,000 deductible for each claim. Deductibles are separate for fiduciary and defense losses. The total limit on the policy, inclusive of defense losses, is $10,000,000. Mr. Powell stated that there is nothing in the policy regarding recourse, so all Retirement Board members and staff are covered. 

Mr. VanOverbeke stated that the Department of Labor governs private sector plans. The Department had previously issued a ruling that it is an inappropriate plan expense to use plan dollars to protect a Trustee. The Department of Labor does not govern governmental plans, only private sector plans. Mr. VanOverbeke stated that he sees no problem with the City’s policy, and he just wanted the Board to be alert and aware of the issues, and to know that the Board of Trustees is covered under the City’s policy.


E-3
Working Session with City Council
Mr. Powell stated that City Administrator’s Office has indicated that the Retirement System will be able to meet with City Council in either March or April to make the annual presentation. The Board decided to request a working session with Council on Monday, March 12, 2007.

F.
PRESENTATION – City of Ann Arbor Employees' Retirement System Financial Report for FY Ended June 30, 2006
Mr. Alan Panter of Abraham & Gaffney, P.C. presented the financial report for the fiscal year ended June 30, 2006, a cover letter, and Management Letter. Mr. Panter stated that the audit for the Retirement System went very well. Below is a summary of the audit, or condensed financial information:


It was moved by Boonstra and seconded by Kahan to acknowledge receipt and review of the City of Ann Arbor Employees' Retirement System Financial Report for the fiscal year ended June 30, 2006. 


Approved

G. REPORTS 

G-1
Executive Report
CITY OF ANN ARBOR EMPLOYEES' RETIREMENT SYSTEMPRIVATE 

EXECUTIVE DIRECTOR’S REPORT – January 18, 2007

REBALANCING PORTFOLIO FOR BENEFIT PAYMENTS & SYSTEM EXPENSES

A rebalancing was needed in order to continue to meet the cash flow needs of the System. Under Gray & Company’s advisement, $7,000,000 was withdrawn from Morgan and Stanley. As of December 14, 2006, 11.65% of the System’s assets were invested with Morgan Stanley. The asset allocation calls for 10% of the System’s assets to be invested in international equity. Therefore, Morgan Stanley was over-allocated by 1.65% (or $7,000,000). This difference of $7,000,000 was reallocated to Northern Trust Lehman Aggregate Bond Index Fund in order to meet the obligations of the System. This is only a preliminary rebalancing because it will only be sufficient for approximately four months. The portfolio will need to be rebalanced later to provide for the needed cash flow for 8-12 months.  Below is an analysis of the portfolio on December 14, 2006:

	
	(I)
	
	
	(I)
	
	

	Managers
	Actual $
	Target $
	Actual %
	Target %
	$ Over/Under
	% Over/Under

	Russell 1000
	50.81 
	53.43 
	11.89%
	12.50%
	(2.62)
	-0.61%

	SSgA
	50.83 
	53.43 
	11.89%
	12.50%
	(2.60)
	-0.61%

	Montag
	0.00 
	0.00 
	0.00%
	0.00%
	0.00 
	0.00%

	GLOBALT
	0.00 
	0.00 
	0.00%
	0.00%
	0.00 
	0.00%

	Oppenheimer
	77.17 
	76.94 
	18.05%
	18.00%
	0.23 
	0.05%

	Loomis
	29.29 
	25.65 
	6.85%
	6.00%
	3.64 
	0.85%

	Independence
	33.39 
	25.65 
	7.81%
	6.00%
	7.74 
	1.81%

	Subtotal
	241.49 
	235.10 
	56.49%
	55.00%
	6.39 
	1.49%

	
	
	
	
	
	
	

	Managers
	Actual $
	Target $
	Actual %
	Target %
	$ Over/Under
	% Over/Under

	Morgan Stanley
	49.78 
	42.75 
	11.65%
	10.00%
	7.03 
	1.65%

	Subtotal
	49.78 
	42.75 
	11.65%
	10.00%
	7.03 
	1.65%

	
	
	
	
	
	
	

	Managers
	Actual $
	Target $
	Actual %
	Target %
	$ Over/Under
	% Over/Under

	NTQA Bond
	6.12 
	29.92 
	1.43%
	7.00%
	(23.80)
	-5.57%

	INVESCO
	4.12 
	12.82 
	0.96%
	3.00%
	(8.70)
	-2.04%

	Schwartz
	24.69 
	21.37 
	5.78%
	5.00%
	3.32 
	0.78%

	Bradford & Marzec
	50.53 
	42.75 
	11.82%
	10.00%
	7.78 
	1.82%

	Securities Lending
	0.00 
	0.00 
	0.00%
	0.00%
	0.00 
	0.00%

	Cash
	0.80 
	0.00 
	0.19%
	0.00%
	0.80 
	0.19%

	Subtotal
	86.26 
	106.87 
	20.18%
	25.00%
	(20.61)
	-4.82%

	
	
	
	
	
	
	

	Managers
	Actual $
	Target $
	Actual %
	Target %
	$ Over/Under
	% Over/Under

	Principal
	17.31 
	17.10 
	4.05%
	4.00%
	0.21 
	0.05%

	Intercontinental
	11.65 
	8.55 
	2.73%
	2.00%
	3.10 
	0.73%

	INVESCO
	16.12 
	8.55 
	3.77%
	2.00%
	7.57 
	1.77%

	Heitman
	4.85 
	8.55 
	1.13%
	2.00%
	(3.70)
	-0.87%

	Subtotal
	49.93 
	42.75 
	11.68%
	10.00%
	7.18 
	1.68%

	
	
	
	
	
	
	

	Managers
	Actual $
	Target $
	Actual %
	Target %
	$ Over/Under
	% Over/Under

	
	0.00 
	0.00 
	0.00%
	0.00%
	0.00 
	0.00%

	Subtotal
	0.00 
	0.00 
	0.00%
	0.00%
	0.00 
	0.00%

	Calculated Grand Total
	427.46 
	427.46 
	100.00%
	100.00%
	0.00 
	0.00%

	Entered Grand Total
	427.46 
	
	
	
	
	


NEW INTERNATIONAL EQUITY MANAGERS

On December 21, 2006 the Board of Trustees approved contracts with Fisher Investments Institutional Group and Thornburg Investment Management. The contracts with Fisher Investments Institutional Group have been fully executed. Funding of approximately $21 million will take place for Fisher Investments on February 1, 2007. It is unclear when funding will occur for Thornburg since there are some concerns from Thornburg regarding the Board-approved Investment Policy Statement and Manager Guidelines. Legal counsel is reviewing the matter and will report back to the Board with a recommendation.  Approximately $21 million is designated for Thornburg Investment Management.

Mr. Powell also noted that he will be out of the office from January 29 – February 9, 2007.

G-2
City of Ann Arbor Employees' Retirement System Preliminary Report for the Month Ended December 31, 2006
N. Gail Jarskey, Accountant, submitted the Financial Report for the month ended December 31, 2006, to the Board of Trustees:

	12/31/2006 Asset Value (Preliminary)
	$433,649,620

	11/30/2006 Asset Value (Audited by Northern)
	$405,135,493

	Increase/Decrease in Assets (excludes non-investment receipts and disbursements)
	$3,530,847

	Percent Gain <Loss>
	0.8%

	December 20, 2006 Asset Value
	$433,584,251 


G-3
Investment Policy Committee Reports – January 9, 2007

Following are the Investment Policy Committee minutes from the meeting convened at 3:06 p.m. on January 9, 2007:

Member(s) Present:

Heatley, Kahan, Pollock, Sylvester

Member(s) Absent:

Boonstra

Other Trustees Present:
None

Staff Present:


Powell, Jarskey

Others Present:

Gwelda Swilley-Burke, Gray & Company





Charles E. Helppie III, Echelon Wealth Management, LLC

WATCH LIST DISCUSSION REGARDING Oppenheimer Capital

Ms. Swilley-Burke distributed copies of “Selected Managers’ Performance – Periods Ending November 30, 2006”, which outlines the performances of both Oppenheimer Capital and Independence Investments. Ms. Swilley-Burke stated that Mr. Gray will be visiting Oppenheimer Capital on Wednesday, January 10, 2007 and would like to provide a full report to the Board at its Annual Retreat on Friday January 26, 2007. Ms. Swilley-Burke reviewed Oppenheimer’s numbers with the Committee, which she noted are not looking very good. 

Mr. Pollock stated that it would be nice to know, looking back, the recent performance of the three or four managers that were not hired in the search that included Oppenheimer Capital, which gets back to how the Committee makes decisions as a group when hiring and firing managers, and perhaps the Committee can learn something from this particular search going forward. Ms. Swilley-Burke stated that Gray & Company would like to provide updated performance charts for 5 to 10 year periods for the Board’s review at the upcoming Retreat. Mr. Powell suggested that the Board hold a full discussion at the Retreat regarding this issue before making any long-term decisions. Mr. Pollock stated that he would like to see a strategy by way of a formal recommendation and action plan as to what the changes should be and how they should be implemented. Mr. Kahan stated that it would be helpful to have information about the percentage of money managers in that space that outperformed the bench, net of fees, and what the 5, 10, 15 year numbers on the Russell Mid Cap Value so the Board has a better idea of what is going on.

The Committee further discussed their thoughts on Oppenheimer’s performance, coming to the conclusion that it needs to be found why they are out of favor and if they are going to come back. Ms. Swilley-Burke suggested that the Committee might want to look at their year-by-year performance rather than a rolling performance, and that could be provided for the Retreat as well.

Mr. Pollock asked Mr. Powell if he could gather information regarding Oppenheimer, beginning with their first presentation to the Committee and subsequent presentations afterwards to see if he feels they have made any changes to their strategy. Mr. Powell stated that he could do so and report back to the Committee. Ms. Swilley-Burke reported on Independence Investments, stating that they’ve only been with the System since January 2006, and in the last few months they are ahead of their peers and the benchmark.

2007 cALENDAR

The Committee made changes to the proposed July and September dates due to holidays. The dates were changed to July 10, 2007 and September 11, 2007. All IPC meetings are scheduled to begin at 3:00 p.m. 

Adjournment

It was moved by Pollock and seconded by Kahan to adjourn the meeting at 3:45 p.m.

The meeting was adjourned at 3:45 p.m.

G-4
Administrative Policy Committee Reports – January 9, 2007
Following are the Administrative/Personnel Committee minutes from the meeting convened at 2:27 p.m. on January 9, 2007:

Committee Members Present:
Crawford, Heatley, Sylvester

Members Absent:


Boonstra, Carter

Other Trustees Present:

Kahan, Pollock

Staff Present:



Jarskey, Kluczynski, Powell 

Others Present:


None

LAPTOP DISCUSSION

Mr. Powell stated he has been working with the Information Technology Services Unit and Mr. Crawford to put together information about purchasing laptops for the Board of Trustees. ITSU has submitted for this meeting a Business Case for the laptop acquisition project that shows the costs and options for purchasing these laptops if the Board decides to do so. Mr. Powell stated that last year the Board had decided to go with paperless meetings, but had not come to a decision about how to go about it, and has continued with the traditional hard-copy agenda format. Mr. Powell stated he believes it makes much better business sense to eventually utilize laptops, and continued to review the options and costs included in purchasing 8 standard laptops (including maintenance, software, licensing, etc.). 

The Committee discussed the pros and cons of the Board members being issued laptops, as well as what their individual preferences may be regarding the convenience or inconvenience of utilizing a laptop, safe-keeping and security, and technological aspects of operating a laptop when they may not be use to using one. Mr. Heatley stated that he has found that many laptops are reported missing or stolen on a daily basis, which brings up a security issue and perhaps replacement costs that the Committee may want to consider. Mr. Crawford stated that the laptops would be programmed for password security. Mr. Pollock stated that he is in favor of using laptops, owns his own personal laptop and would be able to use it for Retirement business, but believes the Committee has to make sure that the logistics and infrastructure is in place as to how to use these most effectively, such as making the laptops wireless during meetings, and the willingness of all the Board members to participate and to go paperless.

Mr. Heatley stated he is concerned with the total cost of this project, stating that it is a lot of expense to have to justify, when the Board is functioning fine without the laptops, and considering that the month the Board tried to go paperless, there were a few Trustees that disliked this method and preferred having the documents printed and in front of them at the table. Mr. Crawford stated that laptops would be much more convenient, considering that besides the Board meeting packets being stored in the computer, other documents such as the Trustee Handbook, annual reports, financial reports, actuary reports, and contact information can be stored and referred to very quickly when needed. Mr. Pollock stated that this is the way of the future and would be in favor of moving forward if the rest of the Board chooses to do so. Ms. Sylvester agreed. 

Mr. Crawford stated the Board could perform a three-year trial to see if the Trustees are comfortable with the paperless agendas. Mr. Powell stated that another and perhaps cheaper option would be for the System to purchase its own laptops without the support of ITSD, contracting a computer support person or company, and develop a Computer/Laptop Use Policy customized to the Retirement System. Mr. Pollock stated that he is a believer that the Board should go with the laptops, it would make for a better Board from a standpoint of organization and reference and on an ongoing basis better informed.

It was moved by Pollock and seconded by Crawford to accept the proposed Business Case for the Laptop Acquisition Project as submitted by ITSD, and recommend that the Board of Trustees approve the project in addition to implementing a Computer/Laptop Use Policy. 


Motion passes 3-1 (Heatley voted no, Kahan abstained)
2007 COMMITTEE MEETING SCHEDULE

The Committee discussed the meeting times and dates for the upcoming year, and decided to hold the APC meetings as follows:

	DATE
	TIME

	January 9, 2007
	2:00 p.m.

	*February 13, 2007
	2:00 p.m.

	March 6, 2007
	2:00 p.m.

	April 3, 2007
	2:00 p.m.

	May 1, 2007
	2:00 p.m.

	Tuesday, June 5, 2007
	2:00 p.m.

	*Tuesday, July 10, 2007
	2:00 p.m.

	Tuesday, August 7, 2007
	2:00 p.m.

	*Tuesday, September 11, 2007
	2:00 p.m.

	Tuesday, October 2, 2007
	2:00 p.m.

	Tuesday, November 6, 2007
	2:00 p.m.

	Tuesday, December 4, 2007
	2:00 p.m.


*Meeting held on second Tuesday, due to holidays.

The meeting dates apply to all Committee meetings, with the Special Projects Committee meeting at 1:00 p.m., Administrative Policy Committee at 2:00 p.m., and the Investment Policy Committee at 3:00 p.m. (times and dates subject to change).

Adjournment
It was moved by Crawford and seconded by Pollock to adjourn the meeting at 2:55 p.m.


Meeting adjourned at 2:55 p.m.

G-5
Special Projects Committee Report – January 9, 2007
Following are the Special Projects Committee minutes from the meeting convened at 1:15 p.m. on January 9, 2007:

Committee Members Present:
Crawford, Heatley, Kahan, Pollock, Sylvester

Members Absent:


Boonstra

Other Trustees Present:

None

Staff Present:



Jarskey, Kluczynski, Powell, Refalo

Others Present:


None

EMPLOYEE QUESTIONNAIRE:

RETIREMENT SYSTEM OFFICE SPACE
The Committee discussed the questionnaire that was sent to all employees and Michigan-based retirees and beneficiaries regarding their thoughts on the possible future location of the Retirement Office. Mr. Powell noted that though many respondents agreed with the office being located in City Hall, many may have thought that it would be of little or no cost for the System to do so, when in fact there would be charges paid to the City for space in a new facility. The Retirement Office received back a total of 514 surveys. Mr. Crawford stated that if the office were moved to the City Hall facilities, a municipal service charge would be implemented, but he could not say how much that would be, or if it would be less expensive than staying in the current space or seeking space somewhere else.

LEASE VS. BUY DISCUSSION
Mr. Kahan stated that the Committee should establish a timeline in determining whether to lease or buy future office space, in addition to creating a deadline date for buying property, if that is the Committee’s decision, for recommendation to the full Board of Trustees. Mr. Powell reminded the Committee that the current office lease expires on August 31, 2007, so the Committee should include that date in their timeline. Mr. Heatley asked if there might be a month-to-month option available on the current lease, and Mr. Powell stated that he could check into that. 

Mr. Pollock thanked Mr. Powell for putting the lease vs. buy analysis together, which was helpful in comparing the rental rates and purchasing rates. The Committee discussed different ways for purchasing property (mortgaging or paying cash), and how much the System could save by purchasing property or an office combo rather than continuing to lease in the many years to come, considering that the Retirement System is a long-term entity. After reviewing the submitted analysis and finding that purchasing property would most likely save the System money in the long run, Mr. Pollock suggested that Mr. Powell create a more extensive analysis of the cost savings of owning property, which will provide further information for the Committee and the Board when comparing the numbers. Mr. Heatley agreed, and suggested making the data simple to follow so that everyone can see why the decision was made to own, and how much money the Committee is anticipating to save in the next 30-50 years by owning compared to renting. The Committee decided to have Mr. Powell create the cost-saving analysis of owning property outright vs. mortgaging ready for the February SPC meeting.

The Committee decided that the February SPC meeting should consist of the creation of a real estate project timeline, updated financial projection/cost savings, and to have one real estate agent available at the February meeting to discuss the real estate market, local properties, and to answer any questions that the Committee may have. Mr. Powell was asked to find out from Larson Realty Group if the System would be able to enter into a month-to-month lease agreement after the current lease expires on August 31st, and if so, the monthly cost, for discussion at the February meeting.

Mr. Kahan suggested that before proceeding any further, that the Committee decide which path it wishes to pursue, whether continuing to lease property or to move forward on the ownership path and purchase either property or an office condo. The Committee agreed that renting or leasing property is not the wisest thing to do in the long-term, and all members felt that moving forward with owning property or an office condo is the best decision for the System.

It was moved by Sylvester and seconded by Pollock to recommend to the Board of Trustees that the Special Projects Committee be directed to proceed with the assignment of purchasing property for future Retirement Office space, and direct the Executive Director to explore local property options for the SPC to review before full recommendation to the Board of Trustees.


Approved

Adjournment
It was moved by Pollock and seconded by Crawford to adjourn the meeting at 2:19 p.m.


Meeting adjourned at 2:19 p.m.

G-6
Legal Reports – No Report
H.
INFORMATION

H-1
Communications Memorandum 

The Communications Memorandum was received and filed.

H-2
February Planning Calendar
The February Planning Calendar was received and filed.


H-3
Vendor Contacts - None

H-4
Revised 2007 Board and Committee Meeting Schedules
Informational charts showing the upcoming Board, IPC, SPC, and APC meeting schedules.

I.
TRUSTEE COMMENTS 
Mr. Boonstra stated that staff did a nice job with the real estate summary regarding leasing versus buying future property, as well as the reports for purchasing laptop computers.

Mr. Pollock suggested that the Board revisit the idea of forming an Audit/Actuarial Committee, and the Board decided to add that discussion to the Board Retreat Agenda for January 26th.

It was moved by Pollock and seconded by Crawford to add the Audit/Actuarial Committee discussion to the Board Retreat Agenda for January 26, 2007.


Approved

Mr. Heatley stated that he had a discussion with Bob Hubbard of Gray & Company regarding timber investments, and R&K Timber Company does a one-day tour of their Atlanta location, which he is interested in looking into. Mr. Heatley stated that perhaps this could also be discussed during Mr. Gray’s presentation at the Board Retreat. Mr. Kahan stated that he would also like to bring up the topic of investing in natural resources and expanding diversification by entering that sector.

Mr. Kahan stated he has received correspondence from a retiree indicating that there has been some complications with regard to the conversion from Medco to ExpressScripts for prescriptions, and asked if any other Trustees has heard of similar issues regarding the recent changes. Mr. Powell stated that this issue was discussed at the December meeting, and Mr. VanOverbeke had advised that these concerns should be taken to the Benefits Office in Human Resources, and that the Retirement Board has no authority in handling those concerns. 

J.
FUTURE AGENDA ITEMS - None
K.
ADJOURNMENT
It was moved by Sylvester and seconded by Boonstra to adjourn the meeting at 10:25 a.m.


Meeting adjourned at 10:25 a.m.

Willie J. Powell, Executive Director
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