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Actuarial Comments Con’t

I N V E S T M E N T  S E C T I O N

July 1, 2007 - June 30, 2008
Summary of Investments 
and Related Income (unaudited)

	  					     (1)	 (2)	 (1) 
	  				    06/30/08	 06/30/08	 06/30/08	 06/30/08 
					     Market Value	 Income	 Income	 Income 
			   Market Value	 Market Value	 as a % of	  as a % of	 (Includes	 as a % of 
	 No.	 Investments	 06/30/07	 06/30/08	 Total Assets	 Total Income	 Market Gain)	 Market Value

Section 14	 Stock (Publicly Traded) ..............  $1,915,867,062.44  ....  $1,510,868,899.60 ...........  38.013% ................  58.892% ............ ($166,439,485.48) ............ (11.016%)
Section 17	 Debt/Obligations ..............................  711,971,856.95 ........... 671,427,772.88 ...........  16.893% ..............  (13.744%) ................  38,842,381.37 ..................5.785%
Section 19(1)	 Equity – Reit’s & Pooled ..................  152,550,550.71 ........... 238,152,176.49 .............  5.992% ................. (4.303%) ................  12,161,565.40 .................  5.107%
Section 19(2)	 Equity Real Estate .............................  229,449,436.09 ........... 256,971,771.73 .............  6.465% ................. (5.677%) ................  16,044,422.82 .................  6.244%
Section 20	 Mortgages ..........................................  196,243,167.45 ........... 191,379,255.06 .............  4.815% ................. (5.775%) ................  16,320,409.88 .................  8.528%
Section 20a	 Small Business 
	 Investments –  MI ................................ 99,269,244.63 ............. 71,379,480.86 .............  1.796% ................  17.336% ................ (48,995,615.06) ...........  (68.641%)
Section 20d	 Basket Clause .....................................  508,807,090.01 ........... 517,764,115.21 ...........  13.027% ................  11.728��% ................ (33,144,832.09) .............  (6.402%)
Section 20k	 Foreign Securities .............................  586,408,380.81 ........... 434,387,947.43 ...........  10.929% ................  41.543% .............. (117,407,777.43) ...........  (27.028%)

	 Total Investments .................  $4,400,566,789.09 .....  $3,892,331,419.26............  97.929% ..............  100.000% ............ ($282,618,930.59) .............. (7.261%)

	 Cash ............................................................................................  (15,457,508.41) ........... (0.389%)
	 Accounts Receivable ................................................................. 180,725,895.56 .............  4.547%
	 Accounts Payable ......................................................................  (85,145,826.69) ........... (2.142%)
	 Capital Assets ................................................................................  2,194,751.39 .............  0.055%

	� Net Assets 
Available for Benefits ............................................... $3,974,648,731.11 .........  100.000%

	 Less: Investment Expenses ...............................................................................................................................................................  (17,430,166.41) 			
	 Investment Income Before Administrative Expenses .................................................................................................................  (300,049,097.00) 			
	 Less: Administrative Expenses ...........................................................................................................................................................  (4,137,771.13) 	

	 Net Investment Income .........................................................................................................................................  ($304,186,868.13) 	
 
(1)	 Percentage Factor is Calculated Using Gross Income. 
(2)	 Income May Be Net of Expenses Per Contract Agreements.

Valuation Method. The 
method used to measure the cost 
of disability and death-in-service 
benefits was changed from a 5-year 
terminal funding method to the 
entry age normal cost method.  
The previous method is a carry-
over from the original city charter. 
This change puts all portions of  
the rate setting process on a 
consistent basis.

Experience
during the

past year
 
Investment experience for the 
year ended June 30, 2008 was less 
favorable than expected with a 
market rate of return of (6.95)%. 
Because of the unfavorable market 
return this year, the funding value 
of assets now exceeds the market 
value by $349 million. In addition, 
there have been extraordinary 
market losses incurred after 
June 30, 2008. Unless the market 
recovers within a relatively short 
period of time (not likely in the 
view of most forecasters) very large 
increases in the employer rate can 
be expected over the next few years. 
 
 
 
 

annuity
RESERVE fund

 
The Annuity Reserve Fund is 
currently $6.6 million higher than 
the accrued liabilities for Retirees 
and Beneficiaries. The ratio of the 
ARF balance to computed liabilities 
is 104%. The Board approved a 
transfer of $12 million from the 
Annuity Reserve Fund to the 
Pension Accumulation Fund  
in 2001 and $5 million in 2005.  
If the size of the contingency 
reserve continues to increase, we 
will recommend another transfer  
in a future valuation. 

Contribution
Receivable

 
Financial information submitted 
for the year indicated employer 
contributions of $41,113,934 were 
unpaid as of June 30, 2008. 
 

Overall
Financial

Condition
 
The Retirement System continues  
in sound actuarial condition in  
accordance with the principles of 
level percent-of-payroll financing.
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I N V E S T M E N T  S E C T I O N

July 1, 2007 - June 30, 2008
Detail Schedule of Investments 
and Related Income

			   		  07-08
					     Income and 
			   Market Value	 Market Value	 Net Change in
	 No.	 Investments	 06/30/07	 06/30/08	 Asset Value

Section 19(2)	 Equity Real Estate-Direct & LP
		  Equity Direct  ...............................................   $201,948,908.01  ........................... $191,205,799.00 ..........................  $10,837,915.57
		  AERC-DPF Georgia Ventures (LP) .................................  0.00  ................................................ 0.00 ..............................  1,352,640.41
		  ICG Leaseback Fund 1  .....................................................  0.00  ............................... 20,144,288.91 .................................  643,960.60
		  Inheritance Capital Group, LLC .....................  10,928,485.08  ............................... 15,328,030.82 .................................  532,689.58
		  Neal & FM 548-1076 (MANN 1100) ..............................  0.00  .................................  9,010,106.00...................................  (29,072.00)
		  SG Capital ...........................................................................  0.00  .................................  2,210,365.00...................................  (44,850.34)
		  Washington Plaza ..............................................  16,572,043.00  ............................... 19,073,182.00 ..............................  2,751,139.00

		  Total Section 19(2) ............................. $229,449,436.09 ........................  $256,971,771.73 ......................  $16,044,422.82

Section 20	 Mortgages
		  Direct & Participating ....................................  $24,390,413.73............................... $24,896,644.34 ............................  $2,313,090.74
		  Construction Loans ..........................................  89,536,753.72 ................................ 89,993,118.72 ..............................  5,695,177.24	   
		  Midland-MAHGT (Trust) ...............................  82,316,000.00 ................................ 82,489,492.00 ..............................  8,312,141.90

		  Total Section 20 .................................. $196,243,167.45 ........................  $191,397,255.06 ......................  $16,320,409.88

Section 20a	 Investments-Michigan
		  Atheneum Hotel Stock .....................................  $5,158,062.44 ................................ $2,000,000.00 ........................... ($3,158,062.44)
		  Blackeagle Partners ............................................................  0.00 ..................................  2,139,889.00 ................................  (325,164.00)
		  Dott Aquisition ...................................................................  0.00 ..................................  1,500,000.00 .............................................  0.00
		  Fred Silber Co. ......................................................... 155,000.00 .....................................  155,000.00 .............................................  0.00
		  GVC Networks/Winstar ...................................  10,000,000.00 .....................................  100,000.00 ........................... (11,349,183.55)
		  Insight 2811 ........................................................................  0.00 ..................................  3,327,479.00 ................................  (172,521.00)
		  Life Assurance Fund ..........................................................  0.00 ..................................  5,000,000.00 .............................................  0.00
		  Onyx Capital Advisory Fund 1 ............................. 195,749.20 ..................................  5,039,880.44 .................................  194,131.24
		  Oracle Capital Partners ....................................... 1,080,307.00 ..................................  4,513,320.00 ..................................  (57,052.60)
		  Paramount Ltd. ...................................................................  0.00 ..................................  4,974,007.50 .............................................  0.00
		  Princeton Capital Fund .......................................... 660,040.92 .....................................  660,040.92 .............................................  0.00
		  Romulus Disposal L.P. & Note ........................  41,626,608.07 ................................ 10,000,000.00............................ (32,838,608.07)
		  The Superior Fund, L.P. .......................................... 119,515.00 ..................................  1,678,388.00.................................  (241,127.00)
		  Touchstone Opportunity LTD ............................ 8,347,550.00 ..................................  2,762,130.00 ................................  (570,756.99)
		  Touchstone Opportunity LTD II......................  17,843,341.00 ................................ 19,022,339.00 .................................... 17,914.35
		  Wind Point IV ...................................................  14,083,071.00 ..................................  8,507,007.00 ................................  (495,185.00)

		  Total Section 20a .................................. $99,269,244.63 ..........................  $71,379,480.86 ..................... ($48,995,615.06)

 					     07-08
					     Income and
			   Market Value	 Market Value	 Net Change in
	 No.	 Investments	 06/30/07	 06/30/08	 Asset Value

Section 14	 Stock (Publicly Traded)
	 Common & Preferred Stock ..................... $1,893,986,555.82 .........................  $1,460,516,449.07 ......................  ($165,128,338.58)
	 Deutche Bank Croci ..........................................  10,935,000.00 ..................................  9,886,000.00 ............................  (1,044,539.60)
	 Deutche Bank Mint ............................................................ 0.00 ................................  30,000,000.00 ............................................  0.00
	 (c)	 Mesirow Arbitrage Trust ....................................  9,955,869.01 ..................................  9,786,590.44 ............................................  0.00  (c)
	 P&F Fund, Inc. ........................................................  989,637.61 ...................................... 679,860.09 ...............................  (266,607.30)

	 Total Section 14 ..............................  $1,915,867,062.44 .....................  $1,510,868,899.60 ...................  ($166,439,485.48)

Section 17	 Debt/Obligations
	 Bonds & Notes ............................................... $449,061,037.26 ............................  $467,728,847.83 .........................  $20,284,922.59
	 (b)	 Short-Term Investments ................................. 102,040,280.09 ................................  79,611,369.12 .............................. 5,853,494.83  (b)
	 Mort. Backed Securities .................................. 160,870,539.60 ..............................  124,087,555.93 ............................ 12,703,963.95 

	 Total Section 17 .................................  $711,971,856.95 ........................  $671,427,772.88 ....................... $38,842,381.37

Section 19(1)	 Equity Real Estate-Pooled (Reits)
	 (a)	 Reits Held by Custodian ................................. $49,730,269.83 ..............................  $32,853,730.37 ..........................  ($5,376,852.66)  (a)
	 Behringer Harvard Reit 1 .................................  10,000,000.00 ................................  10,582,010.58 .............................. 1,257,109.41
	 Canyon-Johnson Urban Fund ..............................  806,254.00 ..................................  1,479,436.00 ................................. 409,673.44
	 Capri Urban Investors, LLC .............................................. 0.00 ..................................  4,280,401.00 ...............................  (369,599.00)
	 Fidelity Real Estate Fund, LP .............................  1,310,452.94 ...................................... 198,369.89 ...................................  46,360.50
	 MGRA Genesis Value Reit, Inc. ....................................... 0.00 ................................  61,737,377.00 ............................ 13,210,480.84
	 Inland American Reit .......................................  15,967,750.00 ................................  15,967,750.00 ................................. 983,347.28
	 Lightstone Value Plus Reit, Inc. .......................  10,000,000.00 ................................  10,000,000.00 ................................. 762,950.00
	 Midland Multifamily Equity ............................  29,844,420.00 ................................  26,229,810.00 ............................  (1,109,463.65)
	 MRC Balanced Real Estate Fund ..................................... 0.00 ..................................  9,204,901.00 ............................................  0.00
	 Prisa 11 ..................................................................  4,000,000.00 ................................  11,688,163.17 ................................. 394,501.55
	 RREEF America Reit II ....................................  24,468,389.33 ................................  23,909,401.65 ................................. 554,715.50
	 Steward Real Estate Fund ......................................  186,116.61 ..................................  7,621,963.83 ...............................  (522,486.11)
	 US Real Estate Investment Fund - InterCont. ................ 0.00 ................................  16,148,946.00 .............................. 1,524,820.12
	 Walton Street REIF III ........................................  6,236,898.00 ..................................  6,249,916.00 ................................. 396,008.18

	 Total Section 19(1) .............................  $152,550,550.71 ........................  $238,152,176.49 ....................... $12,161,565.40
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		  			   07-08
					     Income and 
			   Market Value	 Market Value	 Net Change in
	 No.	 Investments	 06/30/07	 06/30/08	 Asset Value

Section 20d	 Basket Clause
	 Advent ....................................................................................... $27,840,661.00 .............................................  $23,304,389.00 ........................................................  $0.00
	 Book Cadillac Credit Enhancement ........................................  15,000,000.00 ...............................................  15,000,000.00 ........................................................... 0.00
	 Credit Suisse ...............................................................................  43,003,216.00 ...............................................  41,678,643.00 ........................................................... 0.00
	 HSBC ......................................................................................... 144,932,966.00 .............................................  136,916,566.00 ............................................................0.00
	 HGK .............................................................................................................. 0.00 ....................................................  637,172.00 ............................................................0.00
	 Income Research .............................................................................  936,440.00 .................................................  2,304,611.00 ........................................................... 0.00
	 Loomis Sayles ...............................................................................  1,227,277.00 .................................................  1,342,608.00 ........................................................... 0.00
	 Penn .............................................................................................  41,223,250.00 ...............................................  38,589,262.00 ........................................................... 0.00
	 Seneca ..........................................................................................  42,578,830.00 ...............................................  31,772,838.00 ........................................................... 0.00
	 Transamerica ..............................................................................  13,854,314.00 .................................................  8,152,044.00 ........................................................... 0.00
	 Payden & Rygel, Cash Management ..........................................  3,332,040.00 ................................................................ 0.00 ........................................................... 0.00
	 Pugh Capital .................................................................................  1,798,200.00 ................................................................ 0.00 ........................................................... 0.00
	 Acadia Clo ...................................................................................  20,000,000.00 ....................................................  100,000.00 ........................................  (19,900,000.00)
	 Capri Select Income ..........................................................................  47,482.00 ................................................................ 0.00 ..................................................... (802.00)
	 Capri Select Income 11 .............................................................  12,985,985.00 ...............................................  15,227,927.00 ...............................................  929,142.00
	 Citigroup Capital Partners 11 ....................................................  4,319,186.00 .................................................  8,655,524.00 ...............................................  366,866.81
	 Citigroup Venture Capital Int’l ................................................................. 0.00 .................................................  3,974,980.85 ...............................................  181,388.85
	 Entrust Capital Water Institutional Fund ................................................ 0.00 .................................................  8,751,465.00 ..........................................  (1,248,535.00)
	 Everest Energy Fund ..................................................................  20,000,000.00 ....................................................  100,000.00 ........................................  (19,900,000.00)
	 Falconhead Capital Partners 11 ................................................................ 0.00 .................................................  4,771,311.00 .............................................. (455,448.00) 
	 FAM Global Nib .......................................................................................... 0.00 ...............................................  20,770,060.00 ...............................................  770,060.00 
	 Finch Fund Ltd. ........................................................................................... 0.00 ...............................................  10,395,409.69 ...............................................  395,409.69		
	 GSC Partners .....................................................................................  50,000.00 ......................................................  50,000.00 ...............................................  826,760.00
	 GSC Partners II ..........................................................................  14,175,346.00 ...............................................  13,147,312.00 ........................................................... 0.00
	 Guidance Enhanced Green Terrain Fund LLC ......................  10,000,000.00 .................................................  7,355,565.00 ..........................................  (2,644,435.00)
	 Liberty Mutual Energy I ....................................................................  2,750.00 ................................................................ 0.00 ........................................................  73.00
	 Liberty Mutual Energy II ...............................................................  690,078.00 ......................................................  21,983.00 ................................................ (63,574.00) 
	 Liberty Mutual Energy III .........................................................   1,689,930.00 .................................................  1,971,431.00 ............................................  1,403,927.00
	 Liberty Mutual Energy-C1V ........................................................   959,550.00 .................................................  2,558,655.00 ............................................  1,919,105.00
		  Liberty Mutual Energy-CV .....................................................  13,025,684.00 ...............................................  16,522,307.00 ............................................  2,387,617.00
		  Longship Multi Strategy Debt Fund ......................................................... 0.00 .................................................  9,591,402.70 .............................................. (408,597.30)
		  Mesirow Arbitrage Trust ...........................................................  35,321,017.99 ...............................................  14,112,273.90 .............................................. (391,973.09)
		  Nob Hill Clo .................................................................................  2,000,000.00 ....................................................  997,280.00 .............................................. (508,681.34)
	 O'Connor Global Fundamental Market .................................  10,581,291.34 ...............................................  12,616,739.75 ............................................  2,035,448.41
	 Perseus Partners VII ....................................................................  4,121,596.00 .................................................  5,388,697.00 ...............................................  599,493.00
	 Pronous Offshore Fund LTD ....................................................  10,788,240.68 ...............................................  11,073,724.12 ...............................................  285,483.44
	 Provender Opportunities Fund .......................................................  50,000.00 ................................................................ 0.00 ................................................ (62,478.00)
	 River Road Fund, LTD ..............................................................  10,000,000.00 .................................................  9,398,105.20 .............................................. (601,894.80)
	 RLJ Select Diversified Trust ....................................................................... 0.00 .................................................  9,553,039.00 .............................................. (446,961.00)
	 Solitron-Unsecured Claim ......................................................................... 0.00 .............................................................. 10.00 .................................................  21,665.56
	 SW Pelham Fund 111, L.P. .............................................................  474,124.00 .................................................  4,685,418.00 ...............................................  442,752.00)
	 Syndicated Communications .....................................................  1,507,122.00 .................................................  2,806,739.00 .............................................. (243,665.00)
	 Tradewinds Airlines, Inc. ........................................................................... 0.00 ...............................................  15,000,000.00 ........................................................... 0.00
	 USPF 111-Blocker Fund ................................................................  116,148.00 .................................................  5,171,467.00 .............................................. (201,896.00)
	 USPF 111-Leveraged Feeder .........................................................  174,365.00 .................................................  3,297,156.00 ...............................................  164,346.46
	 Credit Enhancement Fees .......................................................................... 0.00 ................................................................ 0.00 ............................................  1,204,570.22

	 Total Section 20d .....................................................  $508,807,090.01 ..................................... $517,764,115.21 .................................  ($33,144,832.09)

			   		  07-08
					     Income and 
			   Market Value	 Market Value	 Net Change in
	 No.	 Investments	 06/30/07	 06/30/08	 Asset Value

Section 20k	 Foreign Securities
		  Foreign Bonds/Notes ........................................  $4,441,585.04 ................................ $2,680,628.07 ..............................  ($529,945.18)
		  Foreign Equities ..............................................  581,966,795.77 ..............................  431,707,319.36 .........................  (116,877,832.25)
		

		  Total Section 20k ................................ $586,408,380.81 ........................  $434,387,947.43 ...................  ($117,407,777.43)

	 	 Total Investments ........................... $4,400,566,789.09 .....................  $3,892,331,419.26 ................... ($282,618,930.59)

(a) Income included with income from bonds and notes.
(b) �Short-term income includes income from securities lending.
(c)	 �A portion of this investment is in qualified common stock. That portion is in Section 14. Income cannot be segregated. 

July 1, 2007 - June 30, 2008
Detail Schedule of Investments 
and Related Income Con’t
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Investment Managers Investment Managers Con’t

Advent Capital Management ................... $57.7 M
New York, New York
Invests exclusively in convertible securities market with a value  
orientation with respect to the underlying equity.

Alpha Partners ................................................... $13.2 M
Detroit, Michigan
Manages a domestic large-cap equity portfolio using a growth oriented 
investment approach.

Banyan Realty Advisors ............................... $21.7 M
Maitland, Florida
A real estate advisor which provides investment and asset  
management services.

Blackrock ............................................................. $270.8 M
New York, New York 
Enhanced S&P 500 Index Fund.

BNY Asset Management .................................  $116 M
New York, New York 
Manages a portfolio which is designed to track and outperform the  
MSCI EAFE international equity index utilizing American Depository 
receipts (ADRs).

Chicago Equity Partners ............................  $42.5 M
Chicago, Illinois
Manages a domestic small-cap core equity portfolio. 
 
Credit Suisse Asset Management ...............  $45.7 M
New York, New York 
Manages a fixed income portfolio of high-yield bonds.

Deutsche Bank (CROCI) ...................................$9.8 M
London, England
Manages a concentrated large capitalization equity portfolio.

Dimensional Fund Advisors ......................$110.9 M
Santa Monica, California
Manages a broadly diversified portfolio of international equities having 
relatively low turnover.

Earnest Partners ............................................... $56.6 M
Atlanta, Georgia 
Manages domestic large-cap equities using a value-oriented style.

Evergreen Investments ................................. $58.7 M
Charlotte, North Carolina 
Manages an international small-cap equity portfolio.

FAM Global NIB .................................................. $20.7 M
Greenwich, Conneticut
Manages principle structured note.  
 
Fisher Investments ........................................  $130.4 M
Woodside, California
Manages domestic large-cap equities comprising all market sectors  
utilizing both growth and value styles.

HGK Asset Management ................................ $14.4 M
Jersey City, New Jersey
Manages a core fixed income portfolio which favors corporate bonds. 

HSBC Investments (USA) INC. .................  $153.4 M
New York, New York
Manages a fixed income portfolio of high-yield bonds.

Income Research and Management ...  $132.5 M
Boston, Massachusetts
A fixed income manager that specializes in the less efficient sectors of the 
investment grade fixed income markets, primarily corporate bonds and 
commercial mortgage backed securities.

Independence Investments .......................... $26.2 M
Boston, Massachusetts
Manages a domestic midcap equity portfolio.

Kennedy Capital .............................................  $231.5 M
St. Louis, Missouri
Manages domestic small-cap equities using a growth-oriented style.

Loomis Sayles & Company .............................  $89.6 M
Bloomfield Hills, Michigan
Manages a core fixed income portfolio which favors corporate bonds.

Mayfield Gentry Realty Advisors, LLC .... $266.9 M
Detroit, Michigan 
A real estate advisor which provides investment and asset  
management services.

Mesirow Arbitrage Trust ...........................  $44.8 M
Chicago, Illinois
Manages a portfolio of equity and fixed income securities constructed to take 
advantage of price arbitrage opportunities.

Munimae Midland 
Investment Corporation ........................... $223.7 M
Clearwater, Florida
A real estate advisor which specializes in multifamily construction  
loans as well as intermediate and long-term mortgages.

Munros Capital ..................................................  $51.8 M
Birmingham, Michigan
Manages a European small-cap equity portfolio.

North Pointe Capital ....................................  $53.2 M
Troy, Michigan
Manages a domestic small-cap growth equity portfolio.

Oppenheimer Capital .................................... $117.7 M
New York, New York
Manages a portfolio of international equities.

Payden & Rygel ................................................... $186.5 M
Los Angeles, California
Manages the System’s short-term cash equivalents plus 
a portfolio of US government securities.

Penn Capital Management .......................... $44.2 M
Cherry Hill, New Jersey
Manages a portfolio of non-investment grade fixed income securities  
(high yield bonds).

Pugh Capital ...........................................................  $64 M
Seattle, Washington
Manages a portfolio of domestic mortgage-backed fixed income securities.

Rhumbline Investments ............................... $264.2 M
Boston, Massachusetts
Manages an equity portfolio constructed to replicate the performance  
of the Russell 1000 Index Value Index, Russell 2000 Growth Index,  
Russell Mid-Cap Index.






