MINUTES

POLICE OFFICERS' & FIREFIGHTERS'
RETIREMENT COMMITTEE MEETING

THURSDAY - AUGUST 15, 2013 - 9:00 AM

Graystone — C.Mulfinger & S. Owens
Sgt. Leo Socorro — Chair Buck — Joe Giriffin
(Ret)Chief Linda Loizzo Buck — Tim Bowen
Councilwoman Beth Spiegel Sugarman & Susskind - Bob Sugarman
Sgt. Mo Asim Leigh Minoux — Asst. City Attorney

Martin Lebowitz — Pension Administrator

ABSENT

Mayor George Vallejo

DEPARTMENT REPRESENTATIVES

Bill Dresback — Retired Firefighter

The meeting was called to order at 9:20 a.m. by Trustee Socorro and was followed by a roll call of
Trustees.

I GRAYSTONE CONSULTING — Q/E 6/30/2013

Scott Owens presented the performance report, indicating a total portfolio market value on 6/30/2013
of $82,910,414 (including accrued income). This represents a net increase in value from the
previous quarter of $588,285. Please see attached Summary of Relevant Facts as of June 30,
2013. ’

I ATTORNEY’S REPORT

Bob Sugarman discussed Senate Bill 534 which creates new reporting requirements for local
government defined benefit retirement Plan. It also requires plans to post actuarial data on the City's
website. These reporting requirements must be reflected in the 10/1/2014 Valuation Report. The cost
of these additional requirements from the actuary will be approximately $2,000 - $2,500.
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Bob Sugarman reminded the trustees of their continuing education obligation and discussed the
upcoming Police & Fire Trustee School from October 22 — 24, 2013 which will be held in Orlando and
the FPPTA in Palm Beach Gardens from September 29 — October 2, 2013.

Bob Sugarman discussed the letter he sent to Buck Consultants expressing the Trustees concerns
which was:

1. The trustees were disappointed that they had to learn about the Providence suit from the
press rather than from Buck. They view Buck as having an ongoing obligation to report to the
trustees any situations that call into question Buck's competence or financial viability. We
proposed that our contract with Buck be amended to require Buck to promptly disclose to the
trustees the filing of any legal or administrative action, including complaints, concerning Buck’s
professional performance.

2. If Providence’s claim is even partially successful, Buck’s one million dollars of insurance will
exhausted. To determine whether Buck can satisfy any claims that the Retirement Plan may
have in the future, we ask that Buck send us its financial statements each quarter and that the
Retirement Plan’s contract with your firm be amended accordingly.

3. In light of these concerns, the trustees feel that the two million dollar liability limitation in your
firm’s current contract is inappropriate. We proposed that the liability limit be deleted from the
contract.

Buck’s response for all three items was no to all three requests — please see attached letter from
Buck.

Question from Trustee Socorro concerning new IRS rules 415 limits on treating DROP distributions.
Bob Sugarman stated there is a pending issue with the IRS concerning DROP Plans payments in how
the IRS treats them as a Defined Contribution Plan and therefore could be subject to the 415(c) limits.

M. BUCK CONSULTANTS — UPDATE ON LAWSUIT

Joe Giriffin stated in reference to the pending lawsuit that it is Buck Consultants’ policy for him not to
make any comment on this lawsuit. Joe Griffin stated that this pending lawsuit does not effect the
work that Buck has done and will continue to do for the Plan. — please see attached letter from
Buck.

Joe Griffin discussed Senate Bill 534 which added additional reporting requirements that he will have to
render with our Valuation Reports stating 10/1/2014.
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Discussion on the assumed rate of return that we are using was questioned by Trustee Spiegel. At the
December 17, 2010 Police & Fire retirement Committee meeting the following was discussed, Marcia
Fenner Interim Finance Director stated that she preferred that we incorporate for 2011-2012 fiscal year
to add the load for investment expenses and not to lower the assumed rate of investment return from
8% to 7.75% that the experience study stated. The motion that was passed as follows:

Motion by Sgt. Asim, seconded by Chief Loizzo based upon the recommendation of Bolton Partners
and the expressed preference of the City for adding a load of 0.5% for the investment expenses rather
than_lower the investment return assumption of 8% to 7.75% to adopt all, the assumption change
recommended in Bolton’s 9/15/2010 Experience Study, except for the lowering of the assumed rate of
invest return to 7.75%, with the changes to be effective with the 10/1/2010 Valuation Report that will
establish the City's contributions rate for the 2011 -2012 fiscal year.

Trustee Spiegel asked Buck what would the cost of changing the assumed rate of return from 8% to
7 %% and 7%z %. Also, Trustee Asim asked what would be the savings on reducing the DROP interest.
Buck stated that this study would cost approximately $2,000 for changing the assumed rate of return
from 8% % to 7 %% and 72 % and the reducing the interest on the DROP accounts.

Joe Griffin discussed the pending issue from the IRS on the treatment of the DROP plan concerning

the 415 (c) limits from a Defined Benefit to Defined Contribution Plan. The 415 (c) limit on a Defined
Contribution Plan is much lower than our current Defined Benefit Plan.

IV. APPROVAL OF MINUTES -6/12/2013 AND 7/19/2013.

Motion by Trustee Loizzo, seconded by Trustee Asim to approve the minutes of 6/12/2013 and
7/19/2013.

Motion carried unanimously
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IV. APPROVAL OF INVOICES

Motion by Trustee Asim, seconded by Trustee Loizzo, to approve payment of the following invoices
except for Salem Trust in the amount of $10,000.00.

Motion carried unanimously.

INVOICES:

Garcia Hamilton — Equity Quarterly Management Fees $13,068.15
Garcia Hamilton — Fixed Quarterly Management Fees 17,079.23
Morgan Stanley Smith Barney — Quarterly Consulting Fees 6,875.00
HGK - Quarterly Management Fees 17,861.18
GW Capital — Quarterly Management Fees 9,175.54
MDT ~ Quarterly Management Fees 9,540.17
Renaissance — Quarterly Management Fees 6,792.84
Thornburg - Quarterly Management Fees 7,021.99
Buck Consultants — Actuary Fees 13,102.00
Sugarman & Susskind — Legal Fees 4,400.00
Salem Trust Company — Custodial Fees 10,000.00

The next scheduled meeting is for November 12, 2013. Meeting was adjourned at 11:14 a.m.

Martin Lebowitz, Pension Administrator
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buckconsultants A Xerox Company

July 10, 2013

Mr. Robert Sugarman
Sugarman & Susskind

100 Miracle Mile, Suite 300
Coral Gables, FL 33134

RE: City of North Miami Beach Police & Firefighters’ Retirement Plan

Dear Mr. Sugarman:

Thank you for your letter of June 20, 2013 that you sent on behalf of the Trustees in which various
changes are requested with regards to the contract between Buck Consultants and the Board of
Trustees of the North Miami Beach Police & Firefighters' Retirement Plan (the “Board”). Although
we cannot accommodate all of your specific requests, we hope the following responses will address
the concerns of the Trustees (the numbering below corresponds to your letter).

1. Like any company operating in the US, Buck may be subject from time to time to certain
legal actions, proceedings, claims, and disputes which, rightly or wrongly, arise in the
ordinary course of business. We can state that no claims, actions or proceedings are
pending against Buck that may, if adversely determined, reasonably be expected to have a
material adverse effect on Buck’s ability to discharge its obligations under its contract with
the Board. Further, the consulting actuaries assigned to serve the Board have had no
complaints filed against them to the Actuarial Board of Conduct and Discipline.

2. Buck is not a public company, so we do not have stand-alone published financial
statements. Instead, Buck’s financials are subsumed within those of our parent company,
Xerox, which has publicly filed statements on its web site. Annual and quarterly financial
statements are available at http://news.xerox.com/investors.

3. We negotiated in good faith our March 2012 contract with the Board, including the liability
limitation. We would not have agreed to no liability limit in March of 2012 and we cannot do
SO Now.

Should you have questions about Buck’s position, please feel free to contact me or my colleague,
Paul Zeisler, at (312) 846-3525 or at paul.zeisler@buckconsultants.com. Buck appreciates the
opportunity to continue to be of service to the Board of Trustees.

Respectfully submitted,

Copy to: Marty Lebowitz, Plan Administrator, Timothy Bowen/Paul Zeisler, Buck Consultants

P:\Retirement\North Miami Beach Police & Fire\2013\Response to Mr Sugarman Request\Response to Mr Sugarman.doc

200 Galleria Parkwa); NW, Suite 1900 « Atlanta, GA 30339-5945
770.955.2488 « 770.933.8336 (fax)



