MINUTES OF EMPLOYEES' PENSION PLAN REGULAR BOARD MEETING
ON FRIDAY, MAY 30, 2008, AT 1:30 P.M.
HELD IN CITY COMMISSION CHAMBERS, BOYNTON BEACH, FLORIDA

Present:

Jerry Taylor, Chair Julie Klahr, Board Attorney
Lisa Jensen Barry Atwood, Finance Director
Sue Kruse

Michael Low

Cathy McDeavitt
Absent:

Rob Eichorst
Kurt Bressner

I. Openings

A. Call to Order
Chair Taylor called the meeting to order at 1:3d:p.m.
II. Agenda Approval

A. Additions, De]egibhe,i igprfeaiéns
The following additions werel,reaﬁe:sterd;{?

¢ Item IV. ,Reperts;,f E.jgiiEreSehtations, reverse items 1 and 2, presenting
AllianceBernstein (Chris Toma) first, and Southeastern Advisory Services, Inc.
(Jeff Swanson) second.

* Item’:VI‘..,, O‘R?:I,Business, A., Status Report — Insurance requirements for LaDue,
Inc., address this item directly after approval of the minutes.

¢ ItemV, Correspondence, add two items: FPTTA Membership Benefits program;
and FPTTA Retirees' Association.

B. Adoption
Motion

Mr. Low moved to accept the agenda as amended. Ms. McDeavitt seconded the motion
that passed unanimously.
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II1. Approval of Minutes
A. Special Meeting — March 28, 2008
Motion

Mr. Low moved to approve the minutes. Ms. McDeavitt seconded the motion that
passed unanimously.

B. Special Meeting - April 25, 2008

Motion

Ms. McDeavitt moved to approve the minutes. Ms. Jensen :seéornfde‘d th‘e,n‘iStion that
passed unanimously.

VI. Old Business (taken out of order)

A. Status Report - Insurance Requi’fements@for LaDue, Inc.

(See memo dated May 27, 2008 to Jeﬁy Taylor)

Chair Taylor noted Ms. LaDue requested the board recdhéider the City Manager's earlier

suggestion to evenly split the cost of the prdfegsibnal liability insurance premium. Chair
Taylor inquired whether the board wished to reconsider. There was no response from
the board. 1 15 ,

Attorney Klahr did not believe any action was necessary by the board.
IV. Reports ’ ‘
A. Invés’tmenﬁfund Summary, March 31, 2008 — For your review

B. Z*};Dﬁis Hamiiton Jackson & Associates, March 31, 2008 - For your

H 31

review

C. A_chariaI Valuation as of October 1, 2007 - Gabriel, Roeder,
- Smith & Co. - For your review

availability.
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D. Alliance Bernstein, 1 Quarter Proxy Report - For your review
E. Presentations

2. Investment Strategy, First Quarter 2008 — AllianceBernstein
Chris Toma/Joe Lawrence (taken out of order)

Joe Lawrence, Regional Director, advised Mr. Toma could not b’e'}present. Mr.
Lawrence spoke about the company, noting more than 300 analysts were ‘included in
the AllianceBernstein team worldwide.

with the downturn in the market. Export growth for U.S. multin‘étiqrial companies was
three times the size of housing in relation to the overall economy, and this would offset
the downturn experienced in the housing market. i i

The two-year treasuries returned a negative 2.5% at the end' of the first quarter. A
9.3% return was anticipated for the S&P 500 for the next three to five years. The 10-
year treasury yield was currently 4%. The equity risk premium, or the expected return
of stocks over bonds, was down to 5.4%. 'Over the next three years, Mr. Lawrence
believed stocks would outperform bonds by more than 5%. The average
outperformance of stocks versus bonds had been 4% over the last 50 years. Stocks
had exceeded bonds 68% of the ti‘rhe‘ for all rolling three-year periods since 1960.
When the equity risk premium was over 5%, stocks exceeded bonds 97% of the time
by 10%. »

S&P Financial Index gainséfgcleéréasgdr over the past ten years and in the last nine
months, the market aﬁpregzié‘tioq ‘had decreased to where it was in 1998, even though
assets, book value,earni@‘gs and dividends were all up significantly. Financials were

selling at a pricei‘to-’tiogk value 55% less than they were ten years ago. This sector

The financial sectors replaced all of the Capital written down as a result of the subprime
crises. AllianceBernstein had 20.5% invested in the financials sectors, 1% more than
the last quarter, with a 3% overweight relative to the market. Most of
AllianceBernste;in.’s research focus was in the financial sector.

Portfolio characteristics indicated a slightly lower price-to-earnings and price-to-book.
In the first quarter, the plan underperformed. The one-year and three-year periods
were down slightly. The five-year period met the benchmark. Since inception, the plan
was more than 3% ahead. It was anticipated value opportunity would perform well
over the next few years.
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sale upon a decline, and securities could be sold at the most beneficial time, a motion
should be considered authorizing the execution and return of the letter. '

Motion

Ms. McDeavitt moved to authorize the letter be signed and réiurneg.' Ms. Jensen
seconded the motion that passed unanimously.

The question arose as to financial sectors, and Mr. Lawrence ekbléined financial sectors
included lending institutions, banks, insurance companies and brokerage firms.

1. Quarterly Investment Review — Southeastern Advisory
Services, Inc. - Jeff Swanson, Senior Consultant

Jeff Swanson advised he would béi:fr:eyiewiﬁfgji the Merrill Lynch report for the period

ending March 31, 2008, addressing "o‘gein, items in the investment program and

providing an overview of real assets.

A significant correction was observed for stocks in the March quarter. The total account
was down $4.9M, with most 'of the damage caused by the financial sector and credit
crunch. The allocation to real estate came at an opportune time. As the plan was
over-allocated to equities, most of that was funded from the equity side of the portfolio
prior to the correction 6b§eNed in the March quarter. The plan's real estate allocation
with JP Morgan comprised 9% of the assets, and the timing of the allocation was
beneficial. Two quarters ago the plan was significantly over policy in stocks and had
not rebalanced in some time. The allocation was made almost exclusively from the
equity side of the portfolio and the time for doing so was beneficial.

The total portfolio was down 5.6% more than the target index. The plan also ranked
below average in the quarter. The portfolios in general were down more than the
Merrill Lynch universes. However, the bonds experienced a positive return and ranked
above average. The one-year trailing period ending in March indicated a 1.3% return
VErsus a negative .7% for the target index. However, the real estate allocated two
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With regard to the Davis Hamilton portfolio, growth had performed better than value
during the last year. As a result of the current environment, Davis Hamilton's high-
quality growth strategy finally worked well in the market. Davis Hamilton was down
8%, while the typical growth manager was down 11% in the fiscal-year-to-date. In the
one-year period, Davis Hamilton Currently ranked in the top quartile of other growth
managers, negating performance concerns in the portfolio.

anticipated going forward. While residential real estate was suffering, commercial real
estate was still healthy, but slowing considerably. :

high inflation, real assets do well.' Ethé major areas of real assets included shipping,

real estate infrastructure, clean energy and commodities.

Mr. Swanson recommen‘déd;,[eél;fa.s.set?s be considered for the portfolio, as massive
economic and social tﬁansgcJth‘ﬁagian%yyere underway in Asia and elsewhere. Allocations

to real assets could, grow:to 25% 'over the next ten years. The plan currently invested

FirR

8% in real estate which ‘Was the core of the assot class. Other areas, specifically
infrastru‘c{ty:re\é;ft’d commodities, offered solid diversification benefits and higher target
returns than commercial réal estate at this time.

The National Council of Real Estate Investment Fiduciaries (NCREIF) was the S&P of
real estate. The NCREIF outperformed the S&P 500 over the past five years, earning
15% each year, and exceeded the return of equities. Most plan sponsors had used real
estate as a fixed income alternative. Currently, the yields on bonds were very low, as

Real estate provided stable returns, half of which were comprised of rents paid in the
portfolio. The NCREIF property index experienced only two negative years out of its
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30-year history and, and had provided the highest returns over the past four years
since the index's inception in 1978. Lower returns were expected for real estate in the
future.

Real estate was a good diversifier, having the same diversification benefits as fixed
income and bonds in the portfolio. The issue with real estate at this time was its return
outlook. For example, infrastructure has the same diversification benefits, with a higher
target return than core real estate. Asset classes, such as commodities had an even
greater diversification benefit, but were not expected to enhance returns significantly

over the longer term.

If the board was interested in taking advantage of some of the asset classes, Mr.
Swanson suggested starting with infrastructure. Mr. Swanson could provide the board
with a list of the managers his firm currently recommended. JP, Morgan offered an
infrastructure product as well as an open-ended fund. Theifginffﬁéi;ructufé fund had a
target return of 10%-12%. T

Attorney Klahr inquired whether it would be ,ﬁétes’gary'tb ‘modify the existing
investment policy in order for a determination to be made. Mr. Swanson advised he
would review the policy language to ensure it was still appropriate relative to the
current environment. This could then be discussed at the next meeting. With regard to
the bond issue addressed earlier, Mr. Swanson believed the policy required assets
below investment grade be sold at the ‘earliest beneficial time. Funding for
infrastructure could come mostly from the existing real estate allocation and would
target 15% for real assets. . '

Mr. Swanson noted the bqgrdj"sgearlier decisibh;to split the Davis Hamilton portfolio with
a second growth manager in regard. to the plan's impending allocation with Aletheia
Resource Management, Inc. Atvtorne‘y: Klahr advised the matter would likely be resolved

next week, and would provide co’bies of the documents to Mr. Swanson.
V.  Correspondence
A (hlyl‘i)aﬁt:‘eBernstein

1. April 29, 2008, Chris Toma, Permission to Hold Downgraded
Securities.

This item was previously addressed.

2. May 27, 2008, Dawn Moore, E-Mail Request to Update Authorized
Signatories.
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Mr. Atwood suggested the board update the signatories as neither he nor Mr. Davidson
were currently authorized. Chair Taylor noted other board members could be added as
authorized signatories, if they so desired. This item was further addressed in VII. New

Business, A., Approved Authorized Signatories (Taylor, Bressner, Atwood, Jenkins,
Davidson).

B. JP Morgan

1. May 2, 2008 Request to Update Account 2008 QuéSt;iqnnaire and
Authorized Signatories.,

This item was previously addressed.

2. "Year-to-date Consulting Services Fee" (October 1, 2007 -
December 31, 2007)

There was no discussion on this item.

C.  Mellon Trust of New England, April 28, 2008, Notice of Merger
There was no discussion on this item. ‘

D. Merrill Lynch b

R
1. May 2, 200@}2Sh§r6‘ﬁiﬁuccéra, $10,719.92 check received for 12b-1

Fees Generated by'OUr%Account from January 1, 2008 — March 31,
2008 ;
2 MayAZ,f‘Z;O‘OS; Sharon Kuccera, 30-Day Notice to Terminate Contract
. FEffective June 2, 2008

3. Ma)}é 9, 2608, Sharon Kuccera, Notice to Suspend Fees as of April 1,
1 1:2008 and Related "Year-to-date Consulting Services Fee" (October
1, 2007 - March 31, 2008)

Mr. AtWood noted a check was received from Merrill Lynch for the 12b-1 fees.
E. Florida Public Pension Trustee Association, Annual Conference,
June 29 - July 2, 2008) Pension Administrator has Conference
Agenda and Registration Forms)

This item was provided for the board's review in the event any member wished to
attend.
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F. FPTTA Membership Benefits Program; and FPTTA Retirees’
Association.

Ms. McDeavitt provided information relating to the Florida Public Pension Trustees
Association (FPPTA) Retirees' Association. FPTTA was launching a member benefits
program for employees and retirees of its member plans which would provide discounts
on auto and health insurance. She would be attending the FPPTA conference in June
and would ascertain further information to be brought before the board.

Chair Taylor suggested Ms. McDeavitt determine the benefits to the retiréé%,ithe costs,
and who would be responsible for the costs. f \

VII. New Business

A. Approve Authorized Signatories (Taylor, Bressner, Atwood,
Jenkins, Davidson) |

See previous discussion.
Motion
Ms. McDeavitt moved to authorize the signatures to be updated to Taylor, Bressner,
Atwood, Jenkins and Davidson. ~Mr. Low seconded the motion that passed
unanimously. ) :
B. Invoices for Revuew and Aipprbval:
1. AlianceBernstein ~ Quarterly Fees, April 1 - June 30, 2008
L Jm ,
(1) $10,730.90 £ Account 03731698

(2) | $17,773.92 - Account 03731692

2. The Boston Company - Quarterly Fees, January 1, - March 31,
2008 - $6,842.83

3. Davis Hamilton Jackson — Quarterly Fees, January 1 - March 31,
2008 - $32,330.80

4. Gabriel Roeder Smith & Co. — Actuarial Services through April 30,
2008 - $6,379

5. Wachovia — Account 4046000161
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(1) $885.55 — Fiduciary's Fee February 1-29, 2008 (Invoice
147875)

(2) $885.55 — Fiduciary's Fee March 1-31, 2008 (Invoice
148393)

(3) $900.29 - Fiduciary's Fee - April 1-30, 2008 (Invoice
149031)

6. Wachovia — Account 4046000170

(1)  $885.55 - Fiduciary's Fee February 1-29, 2008 (Invoice

147876) ,
(2)  $845.06 - Fiduciary's Fee March 1-31, 2008 (Invoice
148394) i,
(3) $86435 - Fiduciary's Fee April 1-30, 2008 (Invoice
149032) |

Mr. Atwood advised he reviewed the above and they appear appropriate.
Motion o

Mr. Low moved to approve paymient oféthe/ billé as listed. Ms. McDeavitt seconded the
motion that passed unanimously. o

C. Pension AdMiniStratqr — Six-Month Performance Review

Attorney Kiahr explained tﬁe bdard suspended Ms. LaDue with the understanding her
review would be dis’cdgsedfatthis meeting and a determination would be made.

Ms. McDeavitt‘,advim;f,ed she was asked to represent the board and work with the other

In February of 2008, Ms. LaDue was directed to place her six-month review on agendas
for each of the boards. That was not done. Additionally, Ms. LaDue had not provided
the status reports requested. Thereafter, Ms. McDeavitt and Luke Henderson, Chair of

9
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Ms. LaDue was also required to implement an electronic storage system for pension
records. To date, only 12 files had been forwarded to the storage company, and it
appeared the task could not be accomplished by September 2008. Ms. LaDue was also
to prepare RFPs for liability insurance for all three boards and LaDue, Inc. which should
have been completed by April 2008; however, that task was completed by City staff.

Chair Taylor expressed his dissatisfaction, noting it was clear the Pension Administrator
served as an independent contractor and should possess the requisite skills for the
position.  Additionally, opportunities for assistance were available. | Ms. LaDue's
aforementioned memo again requested the board split the cost of the professional

Attorney Klahr advised the board should entertain a motior terminating Ms. LaDue's
contract. Attorney Klahr would review the contract to ensure the board complied with
all provisions, and would send out the appropriate notice. fStaff should then prepare an
RFP for pension administrative services. She noted the board would be terminating
only the General Employees’ Pension Plan portion of the contract.

Motion

Mr. Low moved to instruct staff to,gta:ké all thé necessary steps required in order to
terminate the contract with LaDue, Inc: as Pension Administrator. Ms. Jensen seconded
the motion that passed unanimausly, o

Mr. Atwood noted that st._LéDye had;yeen paid for the month of May, and the June
payment had not as ye;tzb‘e’e;;n: miac!g., Attorney Klahr noted Ms. LaDue's services would
be terminated pursuant to t;h;é‘mpti’(')h, and she would provide notice to Ms. LaDue. The
next step would be to direct staff to obtain new pension administrative services.
Motion

Ms. McDeavitt moved that staff be directed to prépare an RFP for pension
administrative services for the General Employees' Pension Plan. Ms. Jensen seconded
the motion that passed unanimously.

VIII. Future Agenda items

10
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IX. Public Comments

X. Adjournment

There being no further business to discuss, the meeting properly adjourned at 2:45
p.m.

Next Regular Meeting Dates (Commission Chambers — City Hall):iés’u@_

+ Friday, August 29, 2008 - 1:30 p-m.
¢ Friday, December 5, 2008 — 1:30 p.m.

Stephénie D. Kahn

Recording Secretary
062608
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