
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
Lisa Jensen
Sue Kruse
Michael Low

Cathy McDeavitt

Julie Klahr Board Attorney
Barry Atwood Finance Director

Absent

Rob Eichorst
Kurt Bressner

I Openings

A Call to Order

Chair Taylor called the meeting to order tl 3 p m

II Agenda Approval

A Additions Dele ibns Corr ibns
ittl f

The following additions req te l
q

Itefj lM Correspondence add two items FPTTA Membership Benefits programand FPTTA Retirees Association

B Adoption

Motion

Mr Low moved to accept the agenda as amended Ms McDeavitt seconded the motionthat passed unanimously
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III Approval of Minutes

A Special Meeting March 28 2008

Motion

Mr Low moved to approve the minutes Ms McDeavitt seconded the motion thatpassed unanimously

B Special Meeting April 25 2008

Motion

Ms McDeavitt moved to approve the minutes Ms Jensen
passed unanimously

VI Old Business taken out oforder

A Status Report Insurance Reqult ementSjlfor LaDue IncSee memo dated May 27 2008 e TaYI t

Chair Taylor noted Ms LaDue requesteAi tp6arAreconsider the City Manager s earliersuggestion to evenly split the cost of e profe iOn3lliability insurance premium ChairTaylor inquired whether the board Wistl d to r consider There was no response fromthe board

Attorney Klahr did not believeatly actio was necessary by the board

IV Reports

A In t irttilr utI Summary March 31 2008 For your review

B a i iHaniifton Jackson Associates March 31 2008 For yourreview

f

c Actuarial Valuation as of October 1 2007 Gabriel RoederSmith Co For your review

As Mr Palmquist was not present Ms McDeavitt requested a special meeting be held inorder that Mr Palmquist could address the actuarial valuation She noted it was theintent of the board to proVide a synopsis to the members and retirees relative to the13th check once the valuation was available There was no objection from the boardAttorney Klahr advised she would contact Mr Palmquist to determine dates ofavailability
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D Alliance Bernstein 1st Quarter Proxy Report For your review
E Presentations

2 Investment Strategy First Quarter 2008 AllianceBernsteinChris Toma Joe Lawrence taken out oforder

Joe Lawrence Regional Director advised Mr Toma could not be present MrLawrence spoke about the company noting more than 300 analysts were imcluded inthe AllianceBernstein team worldwide

The housing sector made up 4 of the U S economy and investorsweh tcohcernedwith the downturn in the market Export growth for U S m4 tin i9nal companies wasthree times the size of housing in relation to the overall econ fiT1yn J1d th would offsetthe downturn experienced in the housing market

The two year treasuries returned a negative 2 5qn ntn eWaqif the first quarter A9 3 return was anticipated for the S P 500 f r e next ree to five years The 10year treasury yield was currently 4 The tqHjtyt pregilum or the expected returnof stocks over bonds was down to 54 Yer tne nejt three years Mr Lawrencebelieved stocks would outperform iiQ9f1lc1slly more than 5 The averageoutperformance of stocks versus bOl1qs had ebeen 4 over the last 50 years Stockshad exceeded bonds 68 of the time for all rolling three year periods since 1960When the equity risk premiumii as 9ve pOfolstocks exceeded bonds 97 of the timeby 10

S P Financial Index nsilm crea lover the past ten years and in the last ninemonths the market a pr atI9 ha pecreased to where it was in 1998 even thoughassets book valuei i earnin9s and dividends were all up significantly Financials wereY eliselling at a pris fto19gkiY 4e 55 less than they were ten years ago This sectorshould ha thei JTlOSt p 9mise for AllianceBernstein as a value manager going forwardThe finandal ctm replaced all of the capital written down as a result of the subprimecris Alliantt mernstein had 20 5 invested in the financials sectors 1 more thanthe 13 t quarter with a 3 overweight relative to the market Most ofAllianceSernstein s research focus was in the financial sector

Portfolio characteristics indicated a slightly lower price to earnings and price to bookIn the first quarter the plan underperformed The one year and three year periodswere down slightly The five year period met the benchmark Since inception the planwas more than 3 ahead It was anticipated value opportunity would perform wellover the next few years
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The plan underperformed in fixed income this year and for the one year period Priorto the last nine months the plan was ahead of the benchmark since inception and wascurrently slightly behind due to exposure to the subprime sector AllianceBernstein senta letter to the board which was included with the meeting materials requestingpermission to hold M and AM rated securities in the event the securities weredowngraded AllianceBernstein believed the securities would provide a good returnonce the market was liquid Mr Swanson recommended the board sign the letter andreturn it to AllianceBernstein as there had been a significant dislocatiQI1 in the creditmarkets Attorney Klahr noted as the investment policy did not requireittl immediatesale upon a decline and securities could be sold at the most beneficialtimej a motionshould be considered authorizing the execution and return of the letter

Motion

Ms McDeavitt moved to authorize the letter be signed amd returned Ms Jensenseconded the motion that passed unanimously
The question arose as to financial sectors and Mr L

awrenceexplained financial sectorsincluded lending institutions banks insurance comlOanies and brokerage firms

1 Quarterly Investment Reit ew iSQutiheastern AdvisoryServices Inc Jeff w pso Senior Consultant
it

Jeff Swanson advised he wouIAbel t iewirl the Merrill Lynch report for the periodending March 31 2008 adAi SSIO iO Di ltems in the investment program andproviding an overview of reali3 sets

A significant correctioniwas q eNEfA dr stocks in the March quarter The total accountwas down 4 9M witllr PptiOf hei tf3mage caused by the financial sector and creditcrunch The all9 rhlpn tPi real estate came at an opportune time As the plan wasover allocateditPleql1il S
lI1lf of that was funded from the equity side of the portfolioprior to t con 1 ion oq trved in the March quarter The plan s real estate allocationwith JP MQf 3n prisell 9 of the assets and the timing of the allocation wasbe nrCial TwpquatQjers ago the plan was significantly over policy in stocks and hadnotreffiCllanced fi some time The allocation was made almost exclusively from theequity sip of th portfolio and the time for doing so was beneficial

The total portfOlio was down 5 6 more than the target index The plan also rankedbelow average in the quarter The portfolios in general were down more than theMerrill Lynch universes However the bonds experienced a positive return and rankedabove average The one year trailing period ending in March indicated a 1 3 returnversus a negative 7 for the target index However the real estate allocated twoquarters ago helped a great deal in dampening the losses on the quarter April broughtimprovements and stocks were up 5
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With regard to the Davis Hamilton portfolio growth had performed better than valueduring the last year As a result of the current environment Davis Hamilton s highquality growth strategy finally worked well in the market Davis Hamilton was down8 while the typical growth manager was down 11 in the fiscal year to date In theone year period Davis Hamilton currently ranked in the top quartile of other growthmanagers negating performance concerns in the portfolio

The international component of the portfolio included three managerS ih he boardpreviously decided to delete the Boston Company s portfolio and hifr iiJitUt Hs Baerhowever that effort was not followed through as a result of a chang j n co ntsMr Swanson would move forward with transferring the portf1i9 JrOfiTl the BostonCompany to Julius Baer effective June 1 2008

With regard to the JP Morgan allocation the two quart rs I mmbinel1 were verysuccessful in terms of timing The real estate allocatiOI1 ptheU uartertJnderperformedbonds considerably Real estate as an asset class had el1UgYe remarkable returns inWIthe past four years earning approximately 15 OI11 aver3ge TlJese returns were notanticipated going forward While residential re 1 tate Wij suffering commercial realestate was still healthy but slowing consider3qlv
Mr Swanson suggested the portfolio inM t in mgre than stocks and bonds Additionalinvestments would mitigate against rtil fkerSJrl9cksiand event risk He noted real estatewas the crux of real assets Real ass 9provid a hedge against inflation In times ofhigh inflation real assets do mi he jilajor areas of real assets included shippingreal estate infrastructure c1eanenergyand cgmmodities

Mr Swanson recommIT e ll reali9i e be considered for the portfolio as massiveeconomic and social trl nsr F ris Ntl re underway in Asia and elsewhere Allocationsto real assets co owlllP 2 trO ioverthe next ten years The plan currently invested8 in r al e r W it rfl1 Ithe core of the asset class Other areas specificallyinfrastru He a A com rhp ities offered solid diversification benefits and higher targetreturns tham comfiflercial r al estate at this time

The NJ3tional COlmCil of Real Estate Investment Fiduciaries NCREIF was the S P ofreal estat The NCREIF outperformed the S P 500 over the past five years earning15 each veat and exceeded the return of equities Most plan sponsors had used realestate as a fixed income alternative Currently the yields on bonds were very low asbonds were only earning in the 3 range Real estate exceeded returns of stocks by7 over the last ten years and had been the best performing asset class in terms ofrisk adjusted returns

Real estate provided stable returns half of which were comprised of rents paid in theportfolio The NCREIF property index experienced only two negative years out of its
5
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30 year history and and had provided the highest returns over the past four yearssince the index s inception in 1978 Lower returns were expected for real estate in thefuture

Real estate was a good diversifier having the same diversification benefits as fixedincome and bonds in the portfolio The issue with real estate at this time was its returnoutlook For example infrastructure has the same diversification benefits with a highertarget return than core real estate Asset classes such as commoditi had an evengreater diversification benefit but were not expected to enhance returns isignificantlyover the longer term

If the board was interested in taking advantage of some of ti ti S k class s MrSwanson suggested starting with infrastructure Mr Swanson S uld RroVi eqthe boardwith a list of the managers his firm currently recommende Ln Jdmorgaf1l offered an
n In tinfrastructure product as well as an open ended fund Thein flfrM 4 4re fund had atarget return of 10 12

t i
i iu j j J IJAttorney Klahr inquired whether it would

beilt1ete ry tOq modify the existinginvestment policy in order for a determinationtobe malie Mr Swanson advised hewould review the policy language to ensureUltw stilliUappropriate relative to thecurrent environment This could then be disc fsed at ttmelHext meeting With regard tothe bond issue addressed earlier Mrjn rS mn believed the policy required assetsbelow investment grade be sold t theT arli st beneficial time Funding forinfrastructure could come mostly frOmi the e isting real estate allocation and wouldtarget 15 for real assets

Mr Swanson noted the b rdlsii rlier cision to split the Davis Hamilton portfolio witha second growth man QJenilm reg rAito the plan s impending allocation with AletheiaResource ManagementiIns i A me JKlahr advised the matter would likely be resolvednext week and wp41q prylde ogpies off the documents to Mr Swanson

v COirresPetndencel
i i

A AUianteBernstein

1 April 29 2008 Chris Toma Permission to Hold DowngradedSecurities

This item was previously addressed

2 May 27 2008 Dawn Moore E Mail Request to Update AuthorizedSignatories
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Mr Atwood suggested the board update the signatories as neither he nor Mr Davidsonwere currently authorized Chair Taylor noted other board members could be added asauthorized signatories if they so desired This item was further addressed in VII NewBusiness A Approved Authorized Signatories Taylor Bressner Atwood JenkinsDavidson

B JP Morgan

1 May 2 2008 Request to Update Account 2008 Que i nnaire andAuthorized Signatories

This item was previously addressed

2 Year to date Consulting Services Fe pgijber 1 2007
December 31 2007

There was no discussion on this item

C Mellon Trust of New England 1 28 J 08 Notice of Merger
There was no discussion on this item

D Merrill Lynch

1 May 2 209 imO rO I ucoera 10 719 92 check received for 12b 1Fees Gel1 atedbOur Account from January 1 2008 March 312008

2 May 2 OQ iSHa on Kuccera 30 Day Notice to Terminate ContractEffectllve JUll1e2 2008f

35 Ma n 2008 Sharon Kuccera Notice to Suspend Fees as of April 12008 zmd Related Year to date Consulting Services Fee October1 2007 March 31 2008

Mr AtWopd noted a check was received from Merrill Lynch for the 12b 1 fees

E Florida Public Pension Trustee Association Annual ConferenceJune 29 July 2 2008 Pension Administrator has ConferenceAgenda and Registration Forms

This item was provided for the board s review in the event any member wished toattend
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F FPTTA Membership Benefits program and FPTTA RetireesAssociation

Ms McDeavitt provided information relating to the Florida Public Pension TrusteesAssociation FPPTA Retirees Association FPTTA was launching a member benefitsprogram for employees and retirees of its member plans which would provide discountson auto and health insurance She would be attending the FPPTA conference in Juneand would ascertain further information to be brought before the board

Chair Taylor suggested Ms McDeavitt determine the benefits to theand who would be responsible for the costs

VII New Business

A Approve Authorized Signatories TayloijJ t ssQ r AtwoodJenkins Davidson

See previous discussion

Motion

Ms McDeavitt moved to authorize thti 9 Ii13tu to be updated to Taylor BressnerAtwood Jenkins and Davidson Mr tqwseconded the motion that passedunanimously

B Invoices for Review and Approval

1 A ipntet3 rnsten Quarterly Fees April 1 June 30 2008
j
i i

i 10 130 90 Account 03731698i
j

l J Ii i
1

17 773 92 Account 03731692

l1he Boston Company Quarterly Fees January 1 March 312008 6 842 83

3 Davis Hamilton Jackson Quarterly Fees January 1 March 312008 32 330 80

4 Gabriel Roeder Smith Co Actuarial Services through April 302008 6 379

5 Wachovia Account 4046000161
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1 885 55 Fiduciary s Fee February 1 29 2008 Invoice147875

2 885 55 Fiduciary s Fee March 1 31 2008 Invoice148393

3 900 29 Fiduciary s Fee April 1 30 2008 Invoice149031

6 Wachovia Account 4046000170

1 885 55 Fiduciary s Fee February n4 12008 Clntoice147876

2 845 06 Fiduciary s Fee Matah
148394

2008 Invoice

3 86435
149032

FiduciarffsFee Ap til 1 30 2008 Invoice

Mr Atwood advised he reviewed the above an theyappeaP appropriate

Motion

Mr Low moved to approve pa gimnti fti tQIIs as listed Ms McDeavitt seconded themotion that passed unanimo4RIY
c Pension mj istr tQIiSix Month Performance Review

Attorney Klahr e1JJffiii ed fre q ard suspended Ms LaDue with the understanding herreview would bei istus ed i is meeting and a determination would be made

Ms McDeaVifj a i ed sHe was asked to represent the board and work with the othertwQ qoard chal w1titl regard to Ms LaDue s 2007 review and to provide Ms Ladue withguide l1es on w t was expected in 2008 The criteria used to evaluate LaDue Inc sperform llse W3S reflected in items 1 through 20 and the training and developmentplan as reflected in the meeting materials

In February of 2008 Ms LaDue was directed to place her six month review on agendasfor each of the boards That was not done Additionally Ms LaDue had not providedthe status reports requested Thereafter Ms McDeavitt and Luke Henderson Chair ofthe Firefighters Pension Trust agreed to evaluate Ms LaDue independently Ms LaDuewas to become skilled in Excel and Microsoft Outlook in order to become proficient withthe City s electronic mail system Some of the Outlook tasks had been accomplished
9
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Ms LaDue was also required to implement an electronic storage system for pensionrecords To date only 12 files had been forwarded to the storage company and itappeared the task could not be accomplished by September 2008 Ms LaDue was alsoto prepare RFPs for liability insurance for all three boards and LaDue Inc which shouldhave been completed by April 2008 however that task was completed by City staff

Chair Taylor expressed his dissatisfaction noting it was clear the Pension Administratorserved as an independent contractor and should possess the requisite skills for theposition Additionally opportunities for assistance were available Ms LaDue saforementioned memo again requested the board split the cost of toeip q fessionalliability insurance premium which he believed would negate her indepenpJent sta s Hebelieved the board should terminate her agreement and hite arn ther tiensionAdministrator Ms McDeavitt and Mr Low concurred
iii

Attorney Klahr advised the board should entertain a motionl teHttjl t MS LaDue scontract Attorney Klahr would review the contract to ti ure he board complied withall provisions and would send out the appropriate tiS 5 ffi oUld then prepare anRFP for pension administrative services She note f f1eboard would be terminatingonly the General Employees Pension Plan portion of the co tract

Motion

Mr Low moved to instruct staff tort ke c3tlijtDern cessary steps required in order toterminate the contract with LaDue InO i as Peh ion Administrator Ms Jensen secondedthe motion that passed unanim9 sl

Mr Atwood noted that La H haqIlleenpaid for the month of May and the Junepayment had not as y bee maq fi Attorney Klahr noted Ms LaDue s services wouldbe terminated pursuaflt to tleWotioOh and she would proVide notice to Ms LaDue Thenext step would qento dirElf1t stafli to obtain new pension administrative services

Motion

Ms McDeavitt moved that staff be directed to prepare an RFP for pensionadministrative services for the General Employees Pension Plan Ms Jensen secondedthe motipn that passed unanimously

VIII Future Agenda items
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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

Friday August 29 2008 1 30 p m

Friday December 5 2008 1 30 p m

gb
Steph nie D Kahn

Recording Secretary
062608
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