MINUTES

POLICE OFFICERS' & FIREFIGHTERS'
RETIREMENT COMMITTEE MEETING

THURSDAY - MAY 3, 2012 - 9:00 AM

___ ALSO PRESENT
Graystone — D. Wheeler
Sgt. Leo Socorro — Chair Buck — Joe Giriffin
(Ret)Chief Linda Loizzo Buck — Brian Broverman
Councilwoman Beth Spiegel Sugarman & Susskind - Bob Sugarman
Mayor George Vallejo Martin Lebowitz — Pension Administrator
Sgt. Mo Asim Darcee Siegel — City Attorney

| ‘ ABSENT ‘ :

DEPARTMENT REPRESENTATIVES =

Various Police Officers
Lori Helton — IT

The meeting was called to order at 9:14 a.m. by Sgt. Socorro and was followed by a roll call of
Trustees.

L GRAYSTONE CONSULTING — MARCH 31, 2012 REPORT

David Wheeler presented the performance report, indicating a total portfolio market value on
3/31/2012 of $74,132,481 (including accrued income). This represents a net increase in value from
the previous quarter of $6,334,432. The total fund earned 9.26% for the quarter.

See attached Summary of Relevant Facts as of March 31, 2012.

David Wheeler reviewed and recommended a new Investment Policy with the committee to reflect the
Real Estate Investment. The new Investment Policy would change from 40% to 35% in fixed income
and 5% in Private Real Estate.

After discussion, motion by Mayor Vallejo, seconded by Chief Loizzo, to accept the new Investment
Policy recommended by Graystone Consulting.

Motion carried.
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After discussion, motion by Mayor Vallejo, seconded by Counciwoman Spiegel, based on the
recommendation of Graystone to fund UBS Trumbull with the 5% target allocation.

Motion carried.

Bob Sugarman has suggested that a representative from UBS Trumbull attend the next committee
meeting.

Il SERVICE PURCHASE METHODOLOGY

Joe Griffin of Buck Consultants, the plan’s actuaries, discussed the service purchase methodology for
members to purchase credited service. Please see attached.

After discussion, motion by Chief Loizzo, seconded by Councilwoman Spiegel, to utilize the Service
Purchase Methodology recommended by Buck when calculating a member’s buyback of credited
service and voluntary supplemental benefit. The member will pay the full actuarial cost of the
buyback plus the City's contributions.

Motion carried.

Il ATTORNEY’S REPORT

First Solar — Lawsuit — The securities firm Robbins Geller recommended not to proceed any further.
Another client with a bigger holding will be the lead plaintiff.

Alton Kilpatrick Share Plan — Alton Kilpatrick passed away on 12/13/2011, and since he was alive on
October 1, 2011, a supplemental benefit is payable on his behalf and will be the last supplemental
benefit payable on his behalf. Martin Lebowitz received documents from a court in N.J., naming an
executrix. After review, Attorney Sugarman advise to make a check for the benefit payable to the
Executrix for the Estate of Alton Kilpatrick

After discussion, motion by Mayor Vallejo, seconded by Chief Loizzo, to authorize payment as
follows: Joann Stevenson Executrix of the Estate of Alton Kilpatrick.
Motion carried.

Merrill Lynch Lawsuit — Ivelisse Berlo-LeBeau from Sugarman & Susskind discussed the class action
lawsuit that has been settled. The plan will receive approximately $110,000(as of the current
calculations, which are subject to change) sometime in the future.

A claim form will be sent to each plan that is part of the lawsuit. Mr. Sugarman advised the Board of its
options to file a claim or opt out of the class and file its own lawsuit. He also advised the Board of the
25% contingency fee that the attorneys, including his firm, will seek to be paid out of the settlement
proceeds with court approval. Because his firm participated in the negotiation and settlement of the
case, believing it to be the best interests of all class members and will receive a share of the
contingency fee award(together with the two other firms that were co-counsel to the class), Mr.
Sugarman advised the trustees of the trustees’ right to seek independent legal advice on the
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advisability of the settlement for the participants and beneficiaries of this pension fund or of opting out
of the class and the reasonableness of the requested fees

After discussion, motion by Councilwoman Spiegel, seconded by Mayor Vallejo, to opt into the class
and authorize Martin Lebowitz to complete the claims form and have our Chairperson Sgt. Socorro
sign the claims form.

Motion carried.

Ordinance 2012-4 Changes of Jt. Pensioner, Beneficiaries — with the cooperation of the City
Attorney’s office, Ordinance 2012-4 will be revised and will be presented to City Council on May 15,
2012 for first reading.

Bob Sugarman discussed Ordinance 2012-2 that was presented to City Council on February 21, 2012
to make the following change — The four Board of Trustees members should consider the fifth Board
member’s potential qualifications prior to selecting the fifth member. Such gualifications as expertise in
either accounting or financial planning, an actuarial background, and being totally independent of the
Plan should be considered.

Quorum — Three (3) members shall constitute a quorum of the Police and Fire Pension Board, one of
whom must be a legal resident of the City and one of whom must be a member of the Plan.

The City received an opinion letter from the Attorney General's Office which stated that the above
change to the quorum was lawful. However, Bob Sugarman sent these changes to the Florida
Municipal Police & Fire Pension Office of the State Division of Retirement and the State approved the
requirement for the fifth member’s qualifications. In reference to the quorum, the Florida Municipal
Police & Fire Pension Office of the State Division of Retirement did not agree with the Attorney
General’'s opinion. This puts the Plan in a jam because if the City relies on the advice of the Attorney
General and goes ahead and adopts the Ordinance 2012-2, then the State can stop the 175 and 185
monies necessitating an expensive and lengthy administrative and court appeal process, City Attorney
Siegel withdrew the second reading of Ordinance 2012-2 so the City can work this issue out. If the state
stops our State monies, we would have to go to an administrative law judge to get our money. After that
it would go to a court.

Bob Sugarman referenced a suggestion of adopting Board policies that was sent to the City Attorney on
March 5, 2012 as follows:

When selecting the 5" trustee, the Board should consider all of the factors in both the proposed
ordinance and the Municipal Police & Fire Pension Office’s February 27" letter (honesty, integrity,
ability to work well with others, willingness to attend meetings and educational programs) as well
those that you've considered in the past (experience, credentials, interest, availability of time to
devote to the task, familiarity with the city, etc.) The attributes of each candidate for the 5" trustee
position should be considered and discussed in light of these factors as well as those factors that you
personally would like to see in a fellow trustee. Sufficient time should be reserved on the agenda to
permit full and careful discussion and deliberations.
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Regularly scheduled quarterly meetings — scheduled annually before December 20™ of the
preceding year. (They're now scheduled at the last meeting of the year, usually in November
or early December.)

Change to reqularly scheduled meeting or a special called meeting:

= Administrator, after checking availability of plan professionals who need to
attend, sends emails to all trustees simultaneously offering 3 separate dates at
least one week in the future

= Administrator waits 24 hours for replies

= |f all replying say “yes” to a date, that's date of meeting

= |f they all say “yes” to more than one date, chairman chooses date from among
those

= |f there’s no “all yes” to any date, date is one that most trustees say “yes” at
which at least one police and one resident trustee said “yes”

= |f at least one resident and one police trustee don’t say “yes” to any of dates
offered, then process is repeated with 3 different dates

= |f process after 2" try does not produce a meeting date from among the 6
offered, then chairman sets date with at least one week’s notice (to avoid
trustees from saying”no” just to avoid having a meeting)

Further discussion on the above issue will be reviewed at the August 16, 2012 meeting.

Bob Sugarman answered a question that Martin Lebowitz presented about having the Summary Plan
Description (SPD) on the Police & Fire Retirement Website for Retirees and Active Members to access,
rather then send out hardcopies of the SPD. Bob Sugarman stated that would work and suggested if
any member wants a hardcopy, that the plan administrator would send it to them or the member could
print it out.

Bob Sugarman reminded the trustees of their continuing education obligation and discussed the
upcoming Police & Fire Trustee School from May 14 — 16, 2012 which will be held in Tallahassee and
the FPPTA in Orlando from June 24-27, 2012.

Appointment of 5™ seat on the committee will be placed on August 16, 2012 Agenda. Chief Loizzo is
entitled to stay on the Board until the next meeting if she is willing. Bob Sugarman stated the fifth
member’s term, if expired, remains in that position until such time as he or she is reelected or a
replacement is elected.

Iv. APPROVAL OF MINUTES — 1/31/2012 AND 2/16/2012.
Motion by Mayor Vallejo, seconded by Sgt. Asim to approve minutes of 1/31/2012 and 2/16/2012.

Motion carried.
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V. APPROVAL OF INVOICES

Motion by Mayor Vallejo, seconded by Sgt. Asim, to pay the following invoices:
Motion carried unanimously.

INVOICES:

Garcia Hamilton — Equity Quarterly Management Fees $18,302.34
Garcia Hamilton — Fixed Quarterly Management Fees 16,783.59
Morgan Stanley Smith Barney — Quarterly Consulting Fees 6,875.00
HGK — Quarterly Management Fees 13,739.29
GW Capital — Quarterly Management Fees 7,234.02
MDT — Quarterly Management Fees 9,582.39
Renaissance — Quarterly Management Fees 5,855.23
Thornburg - Quarterly Management Fees 5,724.59
Bolton Partners — Actuary Fees 16,278.58
Steven Gordon — Auditor 4,280.00
Sugarman & Susskind — Legal Fees 6,600.00
Salem Trust Company — Custodial Fees 9,218.40

$122,474.43

The next regularly scheduled quarterly Board meeting will be held on Thursday, August 16, 2012 at
9:00 a.m.

Meeting was adjourned at 1:50 p.m.

Martin Lebowitz, Pension Administrator
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Breakdown of Returns
City of North Miami Beach Police & Fire Retirement Plan

As of March 31, 2012
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Policy Index Composition
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- 12.5% Russ 1000 Value £27.5% Russ 1000 Grovah /5% Russ Mid Value 5% Russ 2000 Grovah / 10% MSCI EAFE {net) / 205 BE Int G/C / 20% BC Agg for periods prior lo 22012000

* Davis Hamilton Jackson originally managed the assets for the plan in a balanced (equity & fixed) account. In October 2008 (at the consultant's recommendation), the
equily assels were transferred to a new account and the fixed income assets were retained in the original account, The returns listed above for large growth equity and fixed
income are the returns achieved in those asset classes since 9/30/2006, however, the 1 year and since inception returns differ from those shown in the report detail. The
detailed report for large cap growth only shows performance since 10/31/2008 when the equity securities were transferred to the second account. The fixed income detailed
report shows performance back to 9/30/2008; however, the 1 year and since inception returns shown on that report include the equity returns along with the fixed income

returns, The index shown on the fixed income detailed report has been adjusted to correspond with the combination of both equity and fixed income returns for the longer-
term time periods.
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