








 

Investment Reports, continued: 
Reports by Investment Managers, continued 

 

Mr. Brunelle noted third quarter performance of the Hexavest portfolio that was negative (-16.12%) but  
outperformed the custom benchmark (-19.25%) by 3.13% net of fees.   He noted a very weak market due to the 
financial turmoil in Europe related to the spreading of the sovereign debt crisis to countries like Italy and Spain. 
Further review followed. The reports showed an initial allocation of approximately $53M in February 2011, with a 
market value of $45.5M at 9/30/11. Mr. Brunelle reminded the Board of the firm’s top-down approach; the firm does 
not see a significant improvement in the economic environment. Further discussion followed on their neutral rating 
of Valuations and their positive view of the recently volatile Sentiment. Further discussion of the presentation 
booklet followed. Mr. Brunelle responded to Mr. Rose’s inquiry on using cash as a defensive position, noting that 
the cash position would typically range from 0-10%, and at September end they were bumping up against that limit 
at 8.7%. He also responded to Mr. Kennedy’s questions about his view on Italy and Spain’s possible default, noting 
that it is Hexavest’s belief that the Euro will not be broken up. Reports are on file. 

 

Mr. Hauswirth noted that Vontobel’s initial allocation was approximately $54M in February 2011, with a market 
value of approximately $57M at 9/30/11.  He noted difficult economic times with volatile markets due to the 
European debt crisis. The reports showed YTD performance that was good (-5%) relative to the benchmark (-20%).  
He reminded the Board of their bottom-up approach, focusing on quality companies with proven record of solid 
earnings growth. He reviewed the sector allocations.  He noted their trades through minority and women-owned 
brokerage firms of 19% exceeded the mandate of 10%. Mr. Hauswirth responded to Mr. Kennedy’s request to state 
Vontobel’s view on the Italy crisis, stating there is a strong likelihood that Greece will fail, and a possibility of a 
separation from the Euro currency. In response to Mr. Kennedy’s question about how long the crisis may take to 
work itself out, he stated there is really no way to predict, and that the portfolio is luckily not dependent on 
macroeconomic predictions for stock selection. Mr. Hauswirth responded to Mr. Day’s question about how the US 
economic crisis is affecting their portfolios, and responded to Mr. Kirie’s inquiry about the performance attribution of 
Brazil and India. Reports are on file. 

 

(A brief recess was had) 

 

Other Investment Related Issues: 

 
Reports by Gray & Co. 

General 

Mr. Day pointed out various reading materials handed out to the Trustees; a study by NT on third quarter 
performance of public funds, a study on fixed income plus indexes, a performance grading chart, and the 
rebalancing schedule. Topics to be covered  today will be the September 30th Performance Report, post-trade 
analysis of the small cap transition, pre-trade and recommendation for the upcoming large cap value transition 
manager. 

Rebalancing Schedule  

Mr. Day presented the asset rebalancing schedule, which now shows the 8 newly hired emerging managers on the 
backside. He noted markets have somewhat recovered in October and November, the high volatility, and the 
political uncertainty surrounding the Super Committee’s efforts to come up with a budget plan. 

Gray & Company 3rd Quarter Report  

Mr. Day reviewed the Gray & Co. third quarter performance report. The capital market review showed negative 
double-digit returns across all sub-classes of the U.S. Equity markets, and many of the sectors of the S&P 500. The 
U.S. bond market rallied, international equity markets also were negative double-digits, and international bonds 
which typically have low correlation to U.S. bonds were predictably negative. The Executive Summary showed a 
total fund return for the quarter of -12.19%, gross of fees, vs. -10% for the policy index; outperformance for the 3-
year to 15-yr periods was noted.  A handout of the “grading” of managers was reviewed, noting that it focuses on 
the quarter and one-year numbers. 



 

Other Investment Related Issues, continued: 
 

Emerging Manager SCV Transition Summary  

Mr. Day gave an overview of the handout prepared by Mr. Kirie summarizing the recent emerging manager small 
cap transition implemented by Credit Suisse. He stated the transition was done very well; the implementation 
shortfall was over 50% less than expected. 

 

LCV Transition Manager  

Mr. Day noted we are getting ready to start a transition for large cap, pointing out a summary of bids from Credit 
Suisse, CAPIS, and Russell prepared by Mr. Kirie. He reviewed the Total Estimated Explicit and Implicit costs for 
the bids; further review followed.  Mr. Day responded to Mr. Dalton’s inquiry about the summary that showed 
CAPIS not being a fiduciary, stating that it is common for a broker to not be a fiduciary as it is not required by law. 
He further stated that his staff was following up on the topic with CAPIS, but that for now we should assume they 
are not fiduciary, and thus should not be considered. He responded to Mr. Kennedy’s question about opportunity 
cost, clarifying that even if only Credit Suisse provided this number, we can assume that since the opportunity cost 
depends on the market, it would be the same for all contenders. Mr. Day said we expect the large cap value 
transition to be an uncomplicated one, making the recommendation that we use Credit Suisse for the transition. 

 

Ms. Boutin noted that Credit Suisse is charging the same rate for this transition as they did for the small-cap 
transition, and that the first transition (a large cap) had a lower fee; Mr. Day noted the latest fee proposed was a 
normal fee arrangement while the first one may have been reduced to get our business.  She presented the options 
for the Board to choose Credit Suisse, go out for other pre-trades.  Mr. Kirie stated he would follow-up with Credit 
Suisse about the fees; further discussion followed, clarifying that the motion would assume fees are as presented 
on the summary. 

Mr. Dalton made the motion to hire Credit Suisse Transition Management for the funding of LSV’s large cap value 
portfolio. Mr. Rose seconded the motion which was unanimously approved by roll call vote. 

 

Securities Monitoring – Gentiva Health Services  
Ms. Boutin reported that Avi Josefson from the law firm BLB&G forwarded information regarding their analysis of 
Gentiva Health Services and asked the Fund to consider being lead plaintiff in litigation. The claims arise out of an 
April 2010 Wall Street Journal article that questioned whether Gentiva was gaming the Medicare reimbursement 
system by increasing the number of in-home therapy visits to patients to trigger additional reimbursements without 
medical necessity. On October 3, 2011, the Securities and Exchange Commission initiated a report stating Gentiva 
had engaged in misconduct. Since the reports publication four class action lawsuits were filed against Gentiva.  
The funds losses amounted to approximately $845,000.  Ms. Boutin stated Mr. Kirie followed up with Len Haussler 
at Opus Capital regarding this security and their explanation for buying and selling this security has nothing to do 
with this case. The Lead Plaintiff deadline is January 2, 2012. Avi felt there may be an opportunity for the Fund to 
move for Lead Plaintiff as part of a small group. A copy of Mr. Josefson’s request was forwarded to the trustees for 
their review.  

Mr. Kennedy responded to Mr. Dalton’s inquiry about managers buying stock of companies  against which there 
are class actions filed. Further discussion followed, with Mr. Day commenting that managers are in the business of 
buying stocks when they are priced low, and riding them up to a certain point before selling, determining the 
reasons are conducive to a good return in the long run.  He also noted that a manager that consistently bought low-
priced stocks of companies that were in serious legal trouble, would not be in business very long, and that the 
Board need not be concerned that our managers would have portfolios full of these types of securities. Mr. Kirie 
responded to Mr. Rose’s inquiry about Opus’ position in Gentiva stock, stating roughly $1.2M out of $35M they 
manage for us, and that as of October 4 they hold no Gentiva stock. Mr. Kennedy stated that the Board will wait 
until hearing the opinion of Fund consulting attorney Joseph Burns. 

 

 

 
































