MINUTES

GENERAL EMPLOYEES'
RETIREMENT COMMITTEE MEETING

THURSDAY - FEBRUARY 16, 2012 - 3:30 PM

* ALSO?PRESENT.

Vic Espinal Charlie Mulfinger — Graystone Consulting
Larry Gordon Peter Strong - GRS

Lori Helton — Chair Mike Harhai~ Buckhead

Councilwoman Barbara Kramer Janna Hamilton- Garcia Hamilton
Councilman Frantz Pierre Peter Broderick — Thornburg

Steven Gordon — Auditor, CPA

Mark Bogen — SRKW

Bob Sugarman — Sugarman & Susskind
rtin Lebowitz — Pension Administrator
DEPARTMENT REPRESENTATIVES
Maria Santovenia— Asst. City Attorney
Janette Smith— Finance Director

Robert Grosswald

Joe Grella

Sgt. Mo Asim

Sgt. Leo Socorro

Lori Helton called the meeting to order at 3:42 P.M., followed by a roll call of Trustees.

SRKW INVESTIGATION OF MCGRAW-HILL

Attorney Bob Sugarman had requested of the chairperson to go out of order on the agenda
to allow attorney Mark Bogen from the firm of Spector Roseman Kodroff & Willis (SRKW) to
speak to the board. He explained that his securities fraud firm had made an information
request of McGraw-Hill that had previously been approved by the chair between meetings.
Anything approved by the chair must be brought to the board for ratification of her decision.
At the December 1, 2011 meeting there had been two board members absent, and it had
been decided to move consideration and approval of that action to this meeting.

Attorney Mark Bogen explained to the Board that their firm is representing the Plan in
investigating alleged misconduct by The McGraw-Hill Companies, Inc. and any other
responsible parties in anticipation of the possible institution of a shareholder derivative
action. The specific misconduct involves the failure of the Company’s board of directors to
oversee its subsidiary, Standard & Poor’s (“S&P”), a credit rating agency that publishes
research on stocks and bonds. The firm had been authorized to proceed with a books and
records request, as part of a discovery phase to do due diligence before proceeding with any
possible l[awsuit.
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Motion_by Larry Gordon, seconded by Victor Espinal, to ratify the action of the Chair-person

Lori Helton and approving SRKW'’s investigation of McGraw Hill on the Standard and Poor's

issue and filing a suit if SRKW recommends it to the Chair-person.

Motion carried unanimously

. GRS -~ ACTUARY — EXPERIENCE STUDY

Peter Strong provided the results of an experience study which covers a five-year period from
October 1, 2006 through September 30, 2011. Recommended changes are as follows:

Update future current service based table with future salary increase
assumptions to reflect slightly higher observed salary increases than expected for
shorter service members and lower observed salary increased than expected in
later years. — Cost -1.85% (approx.$236,000 reduction)

Update the current four-year select and ultimate assumed rates of future
employment termination based on actual observed experience. — Cost -1.37%
(approx. $175,000 reduction)

Update assumed rates of future retirement to reflect higher overall observed
retirement experience than expected and a trend for members with less than
twenty (20) years of completed service to continue in employment beyond the
normal retirement age. Cost +1.12% (approx. $143,000)

Consider lowering the assumed investment return rate from 8.25% to 8.00%

Cost +1.76% (approx. $224,000)

Consider lowering the assumed investment return rate from 8.25% to 7.75%

Cost +3.57% (approx. $455,000)

Combined effect of all assumptions changes, not including either of the above
change in assumed investment return. Cost -2.01% (approx. $256,000
reduction)

Combined effect of all assumption changes, including the above change in
assumed investment return from 8.25% to 8.00%. Cost -.41% (approx. $52,000
reduction)

Combined effect of all assumption changes, including the above change in
assumed investment return from 8.25% to 7.75%. Cost +1.24% (approx.
$158,000)**
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After discussion, motion by Vic Espinal, seconded by Lori Helton, based upon the
recommendation of the Actuary, make all assumption changes, including a change in
assumed investment return from 8.25% to 7.75% effective 10/1/2011 Valuation Report.

Roll Call:

Victor Espinal Yes
Larry Gordon Yes
Lori Helton Yes
Councilwoman Kramer Yes
Councilman Pierre Yes

Motion carried unanimously.

IV. BUCKHEAD CAPITAL — Q/E 12/31/2011

Buckhead went out of order from the agenda.

Michael Harhai and John Swanson reported the total Buckhead portfolio (Large Cap Value)
was valued at $11,955,064 (including accrued interest) as of 12/31/2011, with an asset
allocation of 96.11% in equities, and 3.89% in cash and equivalents.

For the quarter ended 12/31/2011: Equities returned 10.83% compared to 13.11% for the
Russell 1000 Value.

Plan year results: Total return for their portfolio was 10.83%. Russell 1000 Value returned
13.11%.

i. REDUCTION OF DROP INTEREST RATE

Lori Helton reviewed her memo that placed this topic on the agenda (see attached) and read
Section 6.14 of the General Employee’s Retirement Plan Document.

(9) The DROP account is a bookkeeping account within the Fund. The money that

is credited to a member's DROP account will be commingled with all other monies

in the Fund. Each member's DROP account will be credited with interest at the rate

of 68.5%, compounded monthly. This amount may be changed from time to time by

the Retirement Committee. Any change will be prospective only. The interest

credited to the DROP account may never be greater than the investment return

actuarial assumption.

Attorney Bob Sugarman suggested that this item be placed on the agenda for review every
year, because the plan says that it “may be changed from time to time by the Retirement
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Committee”, therefore the board has an obligation to look at it. Determination of what that
interest rate may be is the Board’s decision. Regarding the term “Any change will be
prospective only” he explained that it means: any money that the DROP members have had
in their account has earned 6.5%, and that can’t be taken away. But you can lower the
interest rate on the money that members have in a DROP account in the future. Because
they went into the DROP account knowing that it was subject to change by you, they can’t
say they had a vested, lock-in of 6.5% because it says that it can be changed from time to
time.

Board member Larry Gordon suggested that the Board could decide to apply “prospective”
to only new entrants in the DROP, and the attorney agreed that the Board could also choose
to apply it that way.

Discussions regarding the interest rate included feedback from the Board’s advisors (actuary
and investment consultant) as well as listening to two DROP members who spoke to the
board (Robert Grosswald and Joe Grella).

Board member Larry Gordon had concerns about applying the lowered rate to only new
entrants in DROP because of the consequences of a rush of members to enter DROP in
order to be grandfathered in at the 6.5% interest rate, which would have an unintended effect
of costing the plan. Actuary Pete Strong agreed that in order to avoid that rush, it would
depend on a couple of factors: how drastic the rate was lowered, such as somewhere
between 3% and 6.5%., and also by using the fairer method to apply the rate reduction to all
the members in DROP.

The average investment return over the past 10 years has only been 4%, so the Plan has
been paying more than what it is earning. Over time this will have a negative effect on the
Plan.

The board asked Robert Grosswald about the irrevocable agreement he was asked to sign
when he entered DROP, and if he understood that when he went into DROP that the interest
rate could change and he agreed that yes, he had read it and understood the interest rate
was variable and could be changed.

Board member Larry Gordon made a motion to reduce the DROP Interest Rate to 3% based
on the fact that in the last five years the Plan’s investment returns were only 2.6%, and the
last ten years were 4%. The 3% is also better than the Cost of Living (COLA) increase the
employees would have received if they had chosen to retire and get an annual 2.25% COLA
increase in their retirement benefit.

Charlie Mulfinger suggested we use a rate that reflects a short-term expectation for
investments. Peter Strong stated that this is similar to a fixed-income investment, with an
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average duration of 2.5 years. He asked Charlie Mulfinger what the current average return of
a fixed income pool of bonds invested for a 2.5 year term would be, and Charlie responded
with 3%.

After discussion, motion by Larry Gordon, seconded by Councilwoman Kramer, to change the
DROP account interest rate of 6.5%, compounded monthly to 3.0%, compounded monthly
effective 4/1/2012 for all members.

Motion carried unanimously.

Roll Call:

Victor Espinal Yes
Larry Gordon Yes
Lori Helton Yes
Councilwoman Kramer Yes
Councilman Pierre Yes

. GARCIA HAMILTON REPORT - Q/E 12/31/2011

Janna Hamilton reported the total Equity portfolio (Large Cap Growth) was valued at
$12,303,090 (including accrued interest) as of 12/31/2011, with an asset allocation of 99.18%
in equities, 0.82% in cash and equivalents. Fixed Income was valued $22,975,424 (including
accrued interest) as of 12/31/2011, with an asset allocation of 98.54% in bonds and 1.46% in
cash and equivalents.

For the quarter ended 12/31/2011: Equities returned 9.93% compared to 10.60% for the
Russell 1000 Growth. Bond fund return was 1.25% compared to .84% BC Int. Gov/Credit.

Plan year results: Equities returned 9.93% vs. 10.60% for the Russell 1000 Growth. The
fixed income portfolio was 1.25% vs. the BC Int. Gov/Credit return of .84%.

Janna Hamilton reviewed the following stocks that did very well: W.W. Grainger, Roper
Industries and Walt Disney. She also reviewed the stocks that did not do well: Baxter
International, Rovi and Cognizant Technology.

Also, Janna Hamilton stated she will be reducing her fees to the plan as was done with Police
& Fire Plan for the Fixed Income to 25 basis points.

V. HARDING LOEVNER - Q/E 12/31/2011

Peter Broderick reported the total Harding Loevner portfolio (Intl Growth) was valued at
$2,823,230 (including accrued interest) as of 12/31/2011, with an asset allocation of 94.98% in
equities, 5.02% in cash and equivalents.
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For the quarter ended 12/31/2011: Total fund return was 4.74% compared to 3.72% for the
MSCI AC World x US.

Plan year results: Total return for their portfolio was 4.74% vs. 3.72% for the MSCI AC World
x US.

VL. GRAYSTONE CONSULTING — Q/E 12/31/2011

Charlie Mulfinger presented the performance report, indicating a total portfolio market value
on 12/31/2011 of $59,124,015 (including accrued income). This represents a net increase in
value from the previous quarter of $3,683,471. Please see attached Summary of Relevant
Facts as of December 31, 2011.

No recommendation were made regarding rebalancing of assets per the Investment Policy.

VIl. PENSION ATTORNEY REPORT

Bob Sugarman handed out a report from our Monitoring Attorney to be given to our custodian.

Bob Sugarman discussed the upcoming Police & Fire Trustee Schools from May 14 — 16, 2012
which will be held in Tallahassee.

Vill. AUDITOR’S REPORT

Steven Gordon presented the September 30, 2011 Annual Financial Statement for the General
Employees’ Retirement Plan for the City of North Miami Beach. Steven Gordon stated that the
opinion is an unqualified opinion and a clean opinion and that this is what you are normally
looking for when rendering an annual financial report.

The Finance Director Janette Smith acknowledged receiving the September 30, 2011 Annual
Financial Statement today.

Motion by Larry Gordon, seconded by Victor Espinal, to accept the Annual Financial Statement
Audit for the fiscal year ending September 30, 2011 for the General Employee’s Retirement
Plan prepared by Steven |. Gordon C.P.A.

Motion carried unanimously.

IX. APPROVAL OF MINUTES - 12/1/11

Motion by Victor Espinal, seconded by Councilman Pierre, to accept the December 1, 2011
minutes for the General Employees’ Retirement Plan Meeting.
Motion carried unanimously.
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X. FIDUCIARY LIABILITY POLICY
e ULLICO -$5MILLION $16,396.81 ANNUAL PREMIUM
e U.S. SPECIALTY - $5 MILLION $14,687.49 ANNUAL PREMIUM

After discussion, motion by Victor Espinal, seconded by Larry Gordon to renew Fiduciary
Liability Insurance with one of the two companies and to delegate to the Chair Lori Helton to
choose one of these Insurance Companies.

Motion carried unanimously.

XL PENSION ADMINISTRATOR - PC AND PRINTER

Motion by Councilman Pierre, seconded by Victor Espinal, to approve the purchase of new
PC and Printer for the Pension Administrator.

Motion carried unanimously.

Xll.  APPROVAL OF INVOICES

Motion by Victor Espinal, seconded by Larry Gordon, to approve payment of the following
invoices.

Motion carried unanimously.

Garcia Hamilton — Equity Quarterly Mgt. Fees $15,645.43
Garcia Hamilton — Fixed Quarterly Mgt. Fees 14,877.38
Buckhead Capital - Quarterly Management Fees 16,193.83
Morgan Stanley Smith Barney — Qtly. Consulting Fees 8.875.00
GW Capital - Quarterly Management Fees 5,692.91
Harding Loevner — Quarterly Management Fees 5,785.00
Thornburg Management — Quarterly Management Fees 4,291.11
MDT - Quarterly Management Fees 6,855.69
GRS — Actuaries Fees 12,986.00
Sugarman & Susskind — Legal Fees 4,400.00
Steven Gordon — Auditor 3,975.00
Salem Trust — Custodial Fees 7,358.16

$104,935.51

The next scheduled meeting for May, 2012 has not been determined as of this meeting.
Meeting was adjourned at 6:45 p.m.

Va

Martin Lebov@itz, Pension Administrator




City of North Miami Beach, Florida

INFORMATION TECHNOLOGIES DEPARTMENT

TO: MARTY LEBOWITZ, Pension Administrator

FROM: LORI HELTON, Chairman, G.E. Retirement Plan
& Asst. Information Technology Director

BATE: 02/09/2012

SUBJECT: REDUCTION OF DROP INTEREST RATE

As per Section 6.14 of the General Employee’s Retirement Plan Document regarding DROP, it reads:

(9) The DROP account is a bookkeeping account within the Fund. The money that is credited to a member's
DROP account will be commingled with all other monies in the Fund. Each member's DROP account will be
credited with interest at the rate of 6.5%, compounded monthly. This amount may be changed from time to
time by the Retirement Committee. Any change will be prospective only. The interest credited to the DROP
account may never be greater than the investment return actuarial assumption.

While the actuary will be present at the February 16, 2012 meeting to present the Experience Study, the trustees
will be making decisions about possible changes in assumptions that are used in preparing the annual Valuation
Report. This seems an appropriate time to consider this topic, as it could also be something that is factored into
the Valuation Report.

Please add this topic to the Feb. 16" agenda, as item 2. Bob Sugarman has suggested that we notify each
DROP member with a copy of the Agenda. They could mailed via inter-office mail to each department. Let me
know if you need any assistance with this.

17011 NLE. 18th. Ave « North Miami Beach, FL 33162-3184 » (305) 948-2875 = Fax: (305) 918-3737 = www.cilynmb.com
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Breakdown of Returns
City of North Miami Beach General Employees’ Retirement Plan
As of December 31, 2011
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