
	
	
	

	
	MINUTES

GENERAL  EMPLOYEES'

RETIREMENT  COMMITTEE  MEETING

THURSDAY  -  NOVEMBER 19,  2009  -  3:00 PM
	

	
	
	


	PRESENT
	
	ALSO  PRESENT

	
	
	

	Vic Espinal
	
	Charlie Mulfinger – Graystone Consulting

	Larry Gordon 
	
	Michael DeGenova – Graystone Consulting

	Lori Helton – Chair
	
	Scott Mullet – GW Capital

	Councilwoman Barbara Kramer
	
	Mike Bappert – MDT Advisors

	
	
	John Roche – Thornburg

	
	
	Larry Wilson – Gabriel Roeder Smith

	ABSENT
	
	Bob Sugarman – Sugarman & Susskind

	Councilman Frantz Pierre
	
	Martin Lebowitz – Pension Administrator

	
	
	DEPARTMENT REPRESENTATIVES

	
	
	Hupert Rose – Public Services

	
	
	Joe Grella – Public Services

	
	
	 Darcee Siegel – City Attorney

	
	
	 


Lori Helton called the meeting to order at 3:00P.M., followed by a roll call of Trustees.
I.
GABRIEL ROEDER SMITH
Larry Wilson of Gabriel, Roeder, Smith & Co. reported on the progress of valuation work. They are in preliminary stages – census data has been provided, and are waiting for financial information from the auditors.  The benefit statements for the period of October 1, 2009 were delivered to Martin Lebowitz.  
Lori Helton had a few questions at our last meeting when the City Manager appeared before both Retirement Boards talking about his concerns regarding the financial health of pension plans and how they’re impacting the funding to the City and the forming of a Pension Reform Committee.  Lori Helton asked what is the financial condition of our General Retirement Plan as of 09/30/2009.  Larry Wilson stated based on preliminary numbers we haven’t hit our assumption rate of 8.25% for plan year 10/1/2009.  Larry Wilson stated there are Plans that he is the Actuary for and their investment returns for the plan year 10/1/2009 was negative .2% and negative .4% and the City of North Miami Beach General Employees’ Plan was approximately positive 6.0%.  Larry Wilson reported that since the City of North Miami Beach tightened their belt on salary increases and staff issues, the Plan may have an actuarial gain. Larry Wilson stated that the Plan is actuarial solvent.  The funded ratio for the Plan was 76% for Plan Year 10/1/2008.
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Discussion by the board why new employees in the pension plan do not contribute until they reach their 2 year anniversary. Larry Gordon asked if we remove the two (2) year waiting period what the financial impact would be. Larry Wilson stated if you eliminated the two (2) year waiting period there would be slight increase in City contributions to the Plan and there would be more administrative work for the Plan, including increasing the number of refunds of employee contributions. Vic Espinal asked if we changed the Plan to one (1) year waiting period would that increase the City contributions. Larry Wilson stated it would cost the City more money initially.

Also, a question about employer contributions by the City of North Miami Beach is being paid at a percentage of pay at 20.7% based on 10/1/2008 Actuary Report. Under current State Rules the State would accept $2.7 million or 20.7 percentage of pay for contributing employer contributions. The State prefers that the method should not change from percentage to fixed amount year-to-year.
II.
GW CAPITAL – Q/E  9/30/2009
Scott Mullet reported the total GW Capital portfolio was valued at $2,623,383 (including accrued interest) as of 9/30/2009, with an asset allocation of 97.77% in equities, and 2.23% in cash and equivalents.

For the quarter ended 9/30/2009:  Total fund return was 18.23% compared to 22.70% for the Russell 2000 Value.

Plan year results:  Total return for their portfolio was 51.62% vs. 57.61% for the Russell 2000 Value. 

Scott Mullet discussed three Special Situation Stocks that the fund held and they are Brookdale Senior Living, SLM Corp. and Tetra Tech, Inc.  Darcee Siegel, City Attorney brought to the attention of the board that she was familiar with Tetra Tech and the City of North Miami Beach hired them as consultants. The City of North Miami Beach is currently involved in two federal 

litigation cases with Tetra Tech. Bob Sugarman discussed the options the board has in this matter and the best interest of the participants and their beneficiaries. They are as follows: 1) we delegate full fiduciary responsibility to GW Capital, 2) the board would tell GW Capital to divest yourself of Tetra Tech, 3) we give the right to GW Capital to vote the proxy and send the proxy to City of North Miami Beach General Employees’ Retirement Plan to vote.  The value of Tetra Tech for the period ending 9/30/2009 was $32,000.00.
The boards requested information from Scott Mullet regarding how much litigation is pending for Tetra Tech, Inc. and to send that information to Martin Lebowitz.
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III.
MDT ADVISORS  -   Q/E 9/30/2009
Mike Bappert reported the total MDT Advisors Mid Cap Growth portfolio was valued at $2,608,387 (including accrued interest) as of 9/30/2009, with an asset allocation of 98.98% in equities, 1.02% in cash and equivalents. 

For the quarter ended 9/30/2009:  Total fund return was 15.14% compared to 17.58% for the Russell 2000 Growth.

Plan year results:  Total return for their portfolio was 16.17% vs. 18.12% for the Russell 2000 Growth. 

IV.
THORNBURG – Q/E  9/30/2009
John Roche reported the total Thornburg International Value portfolio was valued at $2,426,202 (including accrued interest) as of 9/30/2009, with an asset allocation of 96.85% in equities, 3.15% in cash and equivalents. 

For the quarter ended 9/30/2009:  Total fund return was 1.58% only had less than one month.

Plan year results:  Total fund return was 1.58% only had less than one month.

V.
GRAYSTONE CONSULTING – Q/E  9/30/2009
Charlie Mulfinger and Michael DeGenova presented the performance report, indicating a total portfolio market value on 9/30/2009 of $50,579,934 (including accrued income).  This represents a net increase in value from the previous quarter of $4,974,356.   The total asset allocation was reported to be 50.46% invested in domestic equities, 9.83% invested in international, 38.62% in fixed income and 1.09% in cash and equivalents.   The total fund earned 10.90% for the quarter.  
For the quarter ended 9/30/2009:  Davis Hamilton under-performed Russell 1000 Growth 

Fund 12.12% vs.13.96%.  Buckhead under-performed Russell 1000 Value Fund 14.94%  vs. 18.24%. GW Capital returned 18.23% vs. 22.70% for the Russell 2000 Value Fund.  MDT returned 15.14% vs. 17.58% for the Russell 2000 Growth Fund. Harding Loevner returned 16.34% vs.19.69 for the MSCI AC World x US. Thornburg returned 1.58% vs. 19.69 for the MSCI AC World x US. Thornburg only had one month of investment experience.  Davis Hamilton Fixed Income earned 5.29% outperformed the BC Int. Gov/Credit of 3.25%.  

Plan year results:  Total return earned for plan year was 5.79%.  
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VI.
PENSION ATTORNEY PROPOSAL
Bob Sugarman and Pedro Herrera of Sugarman and Susskind made a presentation to provide legal counsel to the City of North Miami Beach General Employees’ Retirement Plan. The fee for services would be a monthly retainer of $2,200 per month and will remain in effect through December, 2010. 
Motion by Victor Espinal, seconded by Councilwoman Kramer, to hire Sugarman and Susskind to be the Pension Attorney for General Employees’ Retirement Plan for the City of North Miami Beach.










Motion carried unanimously.

Bob Sugarman informed the Board that the State requires trustees to attend educational classes.  Bob Sugarman stated that part of his services at no additional cost he provides an Annual workshop or seminar with trustees, participants, or both to explain the pension plan. 
Larry Gordon asked Bob Sugarman about Law firms that provide portfolio monitoring that keeps clients informed of relevant U.S. securities class and derivation actions.  Bob Sugarman feels that the Plan should hire a Law Firm or Firms who specialize in Securities Monitoring Services.  Bob Sugarman suggested we hire three law firms, a large, mid-size and small firm. Bob Sugarman will setup a meeting to interview the mid-size Law Firm.  The small and large law firms will be hired based on Bob Sugarman’s recommendations. 

The meeting will be held on December 10, 2009 at 9:00 a.m. and will be a Joint Meeting with both General and Police & Fire Retirement Committees to interview the mid-size Law Firm.

Bob Sugarman discussed that a number of City of North Miami Beach retirees have raised concerns regarding a statement made during the September 8th Special City Council Meeting concerning “bouncing pension checks” should the City declare bankruptcy.  His firm had reviewed the audio/video recording of the September 8th Special Meeting found at the City of North Miami Beach website.  At that meeting, it was stated that the City of North Miami Beach could go bankrupt, “bouncing” pension checks, and avoiding “all liability” for pensions because of bankruptcy protection.  
Bob Sugarman stated the following things would have to happen to have a City go bankrupt:

If a City gets into a certain financial distress it’s taken over by the State, such financial distress is defined by many different things. But pensions are given special protections. Therefore, if the City cannot make their pension checks to their retirees, that means it would have to run through every cent you have in the pension plan. Or if the City does not make timely contributions to the pension plan, then the Governor could take over the City’s 
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finances. Protecting the pension plan would be one of the top priorities if the Governor takes over the City. The Governor can appoint an Oversight Board to take control of the City finances.

If the above does not work then they have to get relief from Bankruptcy Court. A City cannot declare bankruptcy without the Governor’s permission. If you go into Bankruptcy Court and the City is in debt the City cannot reach into the Pension Fund to settle its debt. In order for the pension checks to start bouncing, the following needs to occur:
1. The State would have to take over the City finances.

2.  If that fails then the Governor has to let the City go bankrupt.

3. Then the Bankruptcy Court would attempt to get funds for the Pension Plan and if that fails      then the pension fund has to spend all the monies it has in their pension plan.

4. Then the pension checks would start bouncing. 
Bob Sugarman stated that it would take years and probably never happen.
Bob Sugarman handed out to the board a Legislative Update (pending acts) as follows:

· H.R. 1413 Healthcare Enhancement for Local Public Servants Act of 2009
This proposed Act would amend the Internal Revenue Code to:


(1) Extend eligibility for tax-free (up to $3,000) distributions from governmental employee             benefit plans for payment of health and long-term care insurance premiums to all retired             government employees (currently, limited to public safety officers; 
(2) change classification of such distributions from an exclusion from gross income to a tax deduction;


(3) allow non-itemizing taxpayers (using the short form) to claim such tax deductions;


(4) provide for an annual adjustment (COLA) to the $3,000 limit beginning after 2009.
· HR. 721 to amend the Internal Revenue Code of 1986 to modify the exception from the 10 percent penalty. 
This proposed amendment to the Internal Revenue Code would:

(1) Permit payments from governmental defined contributions plan to public safety retirees to also be exempt from the required penalty (10%) if made after age 49 (now this is limited to payments from DB plans); and

(2) exempt from this tax penalty, periodic payments made public retirees occurring before the enactment of the Pension Protection Act of 2006 (i.e., August 17, 2006).

· H.R. 710 Public Retiree’s Investment Act of 2009
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Public Retiree’s Investment Act of 2009 would:
(1) Authorize the U.S. Treasury to guarantee principal and interest payments of eligible investment by any public pension in a “bank capital infusion fund,” which is exclusively owned by the state and local pension’s plans;

(2) first year investment return would be guaranteed 8.5% with formula adjusted each year thereafter.
Bob Sugarman will send us a sample letter for HR 1413 for our employees to send to their Representatives.  
VII.
RFP – AUDITOR
The City of North Miami Beach is currently looking to replace Rachlin with a new auditor. 

We have received two RFP’s for a new auditor for both Retirement Plans. 

We have scheduled a meeting for December 10, 2009 to interview both Auditors.

Motion by Larry Gordon, seconded by Victor Espinal, to interview both Auditors to be the Plan Auditor.









Motion carried unanimously.
VIII.
QUARTERLY MEETING SCHEDULE FOR 2010
The following meeting schedule for the year 2010 was agreed to, subject to any necessary changes due to scheduling conflicts:

	Thursday, February 18th 
	~
	Quarter End  12/31/2009

	Thursday, May 20th 
	~
	Quarter End    3/31/2010

	Thursday, August 19th  
	~
	Quarter End    6/30/2010

	Thursday, November 18th  
	~
	Quarter End    9/30/2010


Motion by Larry Gordon, seconded by Councilwoman Kramer, to approve the Quarterly Meeting Schedule for 2010.










Motion carried unanimously.
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IX.
APPROVAL OF MINUTES – AUGUST 27, 2009        

Motion by Councilwoman Kramer, seconded by Vic Espinal, to accept the August 27, 2009 minutes for the General Employees’ Retirement Plan Meeting and amended a typo page 4 from faculty to facility.









Motion carried unanimously. 

X.  
APPROVAL OF INVOICES
Motion by Victor Espinal, seconded by Councilwoman Kramer, to approve payment of the following invoices:

	
	Davis Hamilton Jackson – Equity Quarterly Mgt. Fees 
	$13,225.50

	
	Davis Hamilton Jackson – Fixed Quarterly Mgt. Fees
	12,095.11

	
	Buckhead Capital - Quarterly Management Fees
	14,010.12

	
	Morgan Stanley Smith Barney – Qtly. Consulting Fees
	5,625.00

	
	GW Capital - Quarterly Management Fees
	5,323.00

	
	Harding Loevner – Quarterly Management Fees
	5,419.00

	
	Thornburg Management – Quarterly Management Fees
	992.97

	
	MDT - Quarterly Management Fees
	5,216.77

	
	GRS – Actuaries Fees
	7,330.00

	
	Sugarman & Susskind – Legal Fees
	202.50

	
	Salem Trust – Custodial Fees
	6,292.83

	
	
	$75,732.80











Motion carried unanimously.
The next regularly scheduled quarterly Board meeting will be held on February 18, 2010 at 3:00 p.m.  Meeting was adjourned at 6:00 p.m.

_________________________________

Martin Lebowitz, Pension Administrator

