MINUTES

GENERAL EMPLOYEES'
RETIREMENT COMMITTEE MEETING
TUESDAY - NOVEMBER 12, 2013 - 3:30 PM

PRESENT ALSO PRESENT

Vic Espinal Charlie Mulfinger — Graystone Consulting
Larry Gordon Scott Owens — Graystone

Councilwoman Barbara Kramer Larry Wilson, GRS

Lori Helton — Chair Darcee Siegel - City Attorney

Bob Sugarman — Sugarman & Susskind
Martin Lebowitz — Pension Administrator

ABSENT

Councilman Frantz Pierre

DEPARTMENT REPRESENTATIVES

Janice Coakley
R. Thompson

Lori Helton called the meeting to order at 3:35 P.M., followed by a roll call of Trustees.

1. GRAYSTONE CONSULTING - Q/E 9/30/2013

Scott Owens presented the performance report, indicating a total portfolio market value on
9/30/2013 of $71,871,217 (including accrued income). This represents a net increase in
value from the previous quarter of $3,025,131. Please see attached Summary of Relevant
Facts as of September 30, 2013.

2. PENSION ATTORNEY’S REPORT

Bob Sugarman discussed the following question that was bought to Martin Lebowitz’s
attention: If an employee is called to active duty what happens to his pension rights? Bob
Sugarman stated according to our pension plan, the first two years would be paid by the City.
According to Federal Law, his contributions would be paid up to 5 years. He would get credit for
the time he is on active duty. However, the committee can require him to make the
contributions.




General Employees’
Retirement Committee Meeting
November 12, 2013

Page 2

Upcoming Educational Classes:

FPPTA - in Jacksonville from 2/2/2014 — 2/5/2014
NAPO - Las Vegas from 2/8/2014 — 2/10/2014
Made in America — in Orlando from 2/10/2014 — 2/11/2014

Bob Sugarman stated that our Pension Plan is being sued by the City of North Miami Beach
based on the action the board made at last meeting in reference to Ordinance 2013-15. Bob
Sugarman will be filing a claim with the fiduciary liability insurance carrier.
Bob Sugarman has drafted notices for employees to sign if any employees want to Retire,
enter the DROP or purchase any service credit. The pension administrator would give two sets
of calculations if someone wants to retire or enter DROP after 9/30/2013.

Bob Sugarman has requested the board to have a shade meeting to discuss the lawsuit that
the City of North Miami Beach has brought. The only people that would be in attendance would
be trustees, Martin Lebowitz, Bob Sugarman and a court reporter. Bob Sugarman has
requested Lori Helton and Martin Lebowitz to schedule this meeting and find a suitable room
for this meeting, which is not open to the public. The board would have a regular meeting to the
public and closed that meeting and have a shade meeting.

Bob Sugarman advised the board to apply now for a new IRS Determination Letter that would
expire in January 2019 or wait until January 2016 to file. The legal fees to apply are $4,500 and
there is a $2,500 IRS User fee. (See attached letter from Bob Sugarman)

After discussion, motion by Trustee Gordon, seconded by Trustee Kramer, to have Bob
Sugarman _apply for the new IRS Determination Letter, authorized Chair to sign necessary
forms and disburse $2.500 IRS fee.

Motion carried unanimously

4. ORDINANCE 2013-19 PCO PENSION CHANGES
This proposal is scheduled for first reading by City Council on November 19, 2013.

The highlights of Ordinance 2013-19 are as follows:
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1. Normal retirement eligibility is the earlier of (1) attainment of age sixty-six (66) with the
six (6) years of service or (2) attainment of age fifty-nine (59) with thirty (30) years of
service (future accruals after the effective date).

2. The benefit multiplier shall be 2% for credited service after the effective date.

3. Cost of living adjustment (COLA) will ad hoc to be determined by the City Council from

time to time.

4. DROP - closed to new participants and any police officer who has not attained age fifty-
five (55) and twenty (20) years of credited service or age sixty-two (62).

5. No longer can purchase credited service for prior military or law enforcement services.

The foregoing provisions shall not apply to any member who is employed on the effective date
and has attained age sixty-two (62) or has attained age fifty-five (565) and twenty (20) or more
years of service.

Larry Wilson stated that the saving to the City for the above changes to 10 [UPA members will
be approximately $48,000 for the first year or .04 percentage of payroll.

After discussion, motion by Trustee Espinal, seconded by Trustee Gordon give direction to
Martin Lebowitz, if the City Council adopts Ordinance 2013-19 on first reading that Martin
Lebowitz will thereafter conduct a vote among the active members of the Plan seeking
approval of the changes as required by the Plan. The referendum will be held prior to the City
Councils next meeting and before final adoption of Ordinance 2013-19 with the results sent
to the City officials and all trustees. The ballot will have two items: the benefit changes and
the deletion of the member approval requirements.

Motion carried.

Public Comments — Myra Thompson was concerned about the age to retire at age 66 that
her job is very stressful. She does not understand why the benefits have changed so that it is
different than the General Employees (Non-lUPA members).

5. APPROVAL OF MINUTES - 8/15/2013 AND Jnt. 8/15/2013

Motion by Trustee Barbara Kramer, seconded by Trustee Victor Gordon, to accept the
8/15/2013 and joint 8/15/2013 minutes for the General Employees’ Retirement Plan
Committee.

Motion carried unanimously.
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6. CALENDAR 2014 -

Martin Lebowitz presented the 2014 calendar to the committee. There are some changes to
the calendar for 2014 and will wait from our Consultant and Attorney for their

available dates. Once the changes are provided, the committee will be informed of the new
dates for 2014.

7. APPROVAL OF INVOICES
Motion by Trustee Larry Gordon, seconded by Trustee Espinal, to approve payment of the

following invoices. Motion carried unanimously.

Garcia Hamilton — Equity Quarterly Mgt. Fees 11,637.37
Garcia Hamilton — Fixed Quarterly Mgt. Fees 13,323.78
Buckhead Capital - Quarterly Management Fees 12,070.10
Morgan Stanley Smith Barney — Qtly. Consulting Fees 6,875.00
GW Capital - Quarterly Management Fees 7,847.69
Harding Loevner — Quarterly Management Fees 6,988.00
Thornburg Management — Quarterly Management Fees 5,305.00
MDT - Quarterly Management Fees 8,065.55
GRS - Actuaries Fees 11,481.00
Sugarman & Susskind — Legal Fees 6,600.00
S.I. Gordon & Company — Auditors Fees 485.00
Salem Trust — Custodial Fees 7,316.01

$98,004.58

A shade meeting will be held Monday November 18, 2013 at 12:00 p.m.

The next scheduled meeting is on February 20, 2014. Meeting was adjourned at 5:00 p.m.

Martin Lebowitz, Pension Administrator
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SUGARMAN & SUSSKIND

PROFESSIONAL ASSOCIATION
ATTORNEYS AT LAW
Robert A. Sugarman¢ 100 Miracle Mile
Howard S. Susskind Suite 300
Kenneth R. Hanison, Sr. Coral Gables, Florida 33134
D. Marcus Braswell, Jr. {305) 529-2801
Pedro A. Herrera Broward 327-2878
Noc_:h Sco?j Warman Toll Free 1-800-329-2122
Ivelisse Berio LeBeau Facsimile (305) 447-8115

. Dustin L. Watkins
Michael Gillmain

¢ Board Certified Labor
& Employment Lawyer

November 5, 2013

Board of Trustees

Retirement Plan for General Employees of the City of North Miami Beach
c/o Martin Lebowitz, Plan Administrator

17011 N.E. 19" Avenue

North Miami Beach, FL 33162

Re: IRS Determination Letter Request— 2014 Cycle
Dear Trustees:

It is time again for governmental plans to file an application with the IRS for a
favorable determination letter.

A Favorable Determination Letter is a letter from the IRS stating that the
provisions of the plan, as set forth in the plan document, satisfy the requirements of
Section 401(a) of the Internal Revenue Code. A plan that satisfies the requirements of
Section 401(a) is deemed to be a “qualified plan,” and is entitled to favorable tax
treatment. Specifically, the employees are not taxed on the value of contributions paid
on their behalf until they begin to receive benefits under the plan; and the income of the
fund, including investment earnings, is not subject to taxation.

As you will recall, in 2008 the IRS announced that it would begin to take active
enforcement measures with respect to governmental plans to ensure their compliance
with Section 401(a) of the Code. In order for such plans to avoid possible audits and
penalties, the IRS encouraged plans to begin to adhere to the IRS’ 5-year determination
filing cycle.

The last filing period for governmental plans was open from February 1, 2008 to
January 30, 2009. However, as further encouragement, the IRS accorded
governmental plans a two year extension for filing, allowing plans to file until January
31, 2011.
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You took advantage of the extension and in January 2011 we filed an application
on behalf of your plan. That application was approved, and the IRS recently issued a
determination letter, recognizing that your plan document fully complies with all of the
qualification requirements of Section 401(a) of the Internal Revenue Code. However,
unlike prior determination letters, that determination letter had an expiration date:
January 31, 2014. However, the IRS recently extended that date to January 31, 2016.

Your new determination letter is the beginning of an on-going process of
maintaining your qualified status with the IRS. Every five years, you must apply for a
new determination letter in order for the IRS’ recognition of the plan’s qualified status to
remain up-to-date.

A new filing period for governmental plans opened on February 1, 2013 and will
run until January 31, 2014.

You have the option to file now for another letter that will expire in January 2019
or wait until January 2016 to file for a new letter that will also expire in January 2019.
Whichever you choose, (whether you file now or in 2016) your next determination
letter will be valid through January 2019.

We recommend that you file now, rather than wait and file two years from now,
for three reasons.

1. Your plan has been brought completely up-to-date by the recent ordinance
amendment that we prepared for your plan that included amendments that
are intended to comply with all new requirements as indicated in the current
determination letter. Therefore, filing now will reduce significantly the number
of issues that will need to be negotiated with the IRS.

2. Filing this year will result in an easier IRS approval than waiting two years
(during which additional law changes and changed IRS positions may arise).
Also the plan will be back on the normal filing track for governmental plans,
and you will not have to file again for 5 years.

3. Because adhering to the IRS’ regular filing cycle makes everyone’s job
easier, we will charge you only 60% of the fee we charged for the 2011 cycle
if you decide to file now. Our fee will be $4,500.00 if you file now. As with
your previous filing, our fee covers the entire application process, including
the preparation of the application and all necessary correspondence and
negotiation with the IRS through and until the issuance of your favorable
determination letter.  Our fee also includes the preparation of any
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amendments to which your favorable determination letter may be subject.
Therefore, our fee is likely to be significantly higher if we file in 2016. Our fee
does not include the IRS User Fee, which will be $2,500 payable directly to

the IRS.

We look forward to discussing this matter with you during your next meeting.

Yours truly,

L

BERT A. SUGARMAN

RAS/jd

Accepted and agreed to on this day of , 2013, on
behalf of the Retirement Plan for General Employees of the City of North Miami Beach.

Chairperson




