POMPANO BEACH POLICE & FIREFIGHTERS’ RETIREMENT SYSTEM
2335 EAST ATLANTIC BLVD.
SUITE 400
POMPANO BEACH, FLORIDA

BOARD OF TRUSTEES MINUTES
REGULAR MEETING
FEBRUARY 18, 2020
V
The Board of Trustees convened at the Pompano Beach Police and
O V
T O
Firefighters’ Pension Office, Pompano Beach, Florida. The Chairman called
M S E T
the meeting to order at 3:00 PM.
O E D E
D
T C
PRESENT:
Chairman Paul O’Connell
I
O Y
Vice-Chairman Richard Samolewicz
O N E N
Trustee Sharra Aaronian (arrived at 3:02 PM)
N D S O
Trustee Daniel Christophers
Trustee Vincent Femia
Trustee David Hall
Trustee Patrick Hanrahan
Trustee Jorge Rossi
ABSENT:

Trustee Peter McGinnis

ALSO PRESENT:

Robert Sugarman, Board Attorney
Debra Tocarchick, Executive Director
Maureen Femia, Deputy Director
Scott Owens, Graystone Consulting
Andy McIlvaine, Graystone Consulting
Lawrence Watts, Nyhart
Heath Merlak, Nyhart

AUDIENCE TO BE HEARD
None
APPROVAL OF AGENDA
MOTION: To approve the February 18, 2020 agenda as presented. O’Connell
Samolewicz
PASSED 7-0.
Christophers
Femia
Hall
Hanrahan
Rossi
APPROVAL OF MINUTES
MOTION: To waive the reading of the minutes of the Investment O’Connell
Committee Meeting and the Regular Board Meeting on January 21, 2020, Samolewicz
Aaronian
and to approve same as presented. PASSED 8-0.
Christophers
Femia
Hall
Hanrahan
Rossi
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RATIFICATION AND APPROVAL OF WARRANTS
MOTION: To ratify and approve payment of benefits and expense as set
forth on Warrant Nos. 5201, $650.00; No. 5202, $93,259.49; No. 5203,
$3,626.31; No. 5204, $25,423.80; No. 5205, $2,132.12; No. 5206, $751.46;
No. 5207, $21,611.75; No. 5208, $3,058.20; No. 5209, $5,500.00; No.
5210, $11,342.76; No. 5211, $1,127.69; No. 5212, $683.37; No. 5213,
$601.39; No. 5214, $69,509.75; No. 5215, $375.18; No. 5216, $63.18.
PASSED 8-0.

PRESENTATION OF OCTOBER 1, 2019 ACTUARIAL REPORT BY
NYHART
Mr. Lawrence Watts and Mr. Health Merlak of Nyhart were in attendance to
present the 10/1/2019 Actuarial Valuation Report. Mr. Watts introduced
Mr. Merlak as Nyhart’s National Practice Leader and Retirement Plan
Director who works closely with the firm’s other Florida clients.
Highlighted information included:
• Asset performance lagged the assumption rate after a difficult fourth
quarter in 2018 which contributed to the Plan’s 4.04% return on
market value.
• The assumed investment rate of return was lowered to 7.3% as part
of an incremental five-year phase-in to 7.0%. Despite the increased
liability as a result of the decreased rate, the Plan improved its
funding level to 70% alongside the other assumption changes.
• The Florida Retirement System released new mortality assumptions
on December 3, 2019 which were utilized in the October 1, 2019
valuation. The new tables, Pub-2010, are public sector specific and
helped the Plan inch up its funding level to 70% and decrease its
unfunded accrued liability from $104.3 million to $100.8 million.
• The recommended employer contribution for fiscal year 2020-21
increased slightly from the previous year by $0.1 million, to $11
million.
• Normal cost and expenses increased slightly from $5.0 to $5.4
million most notably due to the increased firefighter headcount and
the lowering of the assumed retirement rate as a result of
assumption changes made as a result of the recent experience
study.
• The average return assumption for Florida Police and Fire Plans
was 7.26% and continues to trend downward toward 7.0%. The
same trend is occurring with large statewide systems.
• The four major assumptions that changed in the 10/1/2019
valuation are the discount rate, mortality rate, retirement rate and
withdrawal rate.
• ASOP 51 standards now require the actuary to disclose certain key
risks such as investment and demographic risks which they believe
are most relevant to the Plan.
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MOTION: To approve the October 1, 2019 actuarial report as presented O’Connell
Samolewicz
and recommended by Nyhart. PASSED 8-0.
Aaronian
Christophers
Femia
Hall
Hanrahan
Rossi
DECEMBER 31, 2019 INVESTMENT PERFORMANCE
PRESENTED BY GRAYSTONE CONSULTING

REPORT

Scott Owens and Andy McIlvaine were in attendance to present the
investment performance report for the quarter ending December 31, 2019
on behalf of Graystone Consulting. Mr. Owens noted that the performance
report format has been improved to present the information in a clearer
fashion.
Before commencing the presentation, Mr. Owens addressed Trustee Hall’s
question regarding BlackRock’s position on climate change investments.
In general, investment managers are investing via ESG (environmental,
social, and governance) or SRI (socially responsible investing), and
BlackRock has followed ESG for years. Managers have recognized that
consumers are using companies stated to be ESG or SRI, and in turn,
driving up their stock prices. Managers are incorporating ESG and SRI as
part of their research process but not at the expense of risk and return
characteristics.
Mr. Mcllvaine reported on the state of the economy and the markets. It
was noted that the trade war was a major cause of the market decline
twelve months ago, while the uptick in the most recent quarter was a result
of the impression of getting closer to a phase one trade deal. Despite the
trade deal finalized in January, the future market is expected to be more
volatile for other reasons, including 1) being an election year, 2) the
uncertainty of the trade deal, and 3) the effect of the Coronavirus.
Service and manufacturing indices were below 50 for the quarter; however,
as of mid-January it was reported manufacturing was above 50 which is
likely a result of companies reinvesting again after the trade deal. The
unemployment rate remains at a historic low at about 3.5%. Consumer
consumption was on the rise for the quarter which is typical due to the
holiday season. GDP for the fourth quarter was positive at 2.1% and
ended the year at 2.3%. Future investment returns are expected to be in
the single digits.
The US equity markets generated positive returns across the board for the
quarter. The Russell 2000 index outperformed the Russell 1000 and
growth outperformed value across the board. Ten out of eleven sectors
were positive with technology and health care leading the way and real
estate being the only negative sector. Investors were shifting away from
defensive and yield-oriented sectors and more to the risk-on sectors due to
lower volatility.
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The international developed and emerging markets were also all positive
across the board with the exception of Thailand. The fixed income markets
were relatively flat for the quarter.
Mr. Owens reviewed the total fund as of December 31, 2019 noting that the
portfolio has about the same risk as the benchmark with a slightly higher
return. Since 2002, the portfolio has outperformed the benchmark by
nearly 0.50% on average every year with protection on the downside
market. The new reporting format more clearly shows the managers’
average and how the average is impacted over longer timeframes. The
Executive Director requested that totals by asset class be added to the
format.
Mr. Owens reviewed each investment manager’s performance relative to
their benchmark.
Mr. Owens noted that the portfolio will receive the $3 million principal
payment on the office building note when it matures on March 1. The Pine
Grove fund of hedge fund investment is expected to pay out its first
redemption of approximately $6.8 million and he is recommending a liquid
alternative investment as a temporary holding vehicle. A liquid alternative
is very low risk with a 3-4% rate of return.
Mr. Owens advised the Board that the IPS Checklist will be modified to be
in concert with the Asset Allocation Compliance Checklist and the Returns
Checklist will be eliminated in the new reporting format.
Total gross returns for the quarter, 1-year, 3-year, 5-year, 7-year and 10year periods were 4.41%, 18.43%, 9.86%, 6.81%, 8.53% and 8.65%,
respectively. The “Total Fund – Executive Summary” showing values,
returns and benchmarks by manager is attached as backup.
MOTION: To approve the December 31, 2019 Performance Evaluation O’Connell
Samolewicz
Report as presented by Graystone Consulting. PASSED 8-0.
Aaronian
Christophers
Femia
Hall
Hanrahan
Rossi
MOTION: To set the net investment rate of return for the quarter ended O’Connell
12/31/2019 at 4.41% for purposes of the Fund Rate DROP earnings in Samolewicz
Aaronian
accordance with Mr. Owen’s 2/6/2020 letter of certification. PASSED 8-0.
Christophers
Femia
Hall
Hanrahan
Rossi
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MOTION: To approve the earnings for quarter ended 12/31/2019 at O’Connell
$1,247.00 for purposes of the DROP money market account in accordance Samolewicz
Aaronian
with Mr. Owen’s 2/6/2020 letter of certification. PASSED 8-0.
Christophers
Femia
Hall
Hanrahan
Rossi
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Mr. Owens mentioned the recent asset allocation study and educational
piece on infrastructure investing and presented an infrastructure manager
search report. The thought process is to exit MLP investments but not
completely restructure the portfolio. From an asset class perspective, the
portfolio will be very similar; however, if the Board decides to proceed with
infrastructure investing, it will require a revision to the Investment Policy
Statement.
Mr. Owens clarified that he is recommending to:
1. Exit the MLP investment and reinvest the funds in an infrastructure
investment
2. Rebalance the note proceeds from the building
3. Temporarily reinvest the Pine Grove proceeds in a liquid alternative
pending further discussion.
Mr. Owens discussed MLP’s noting that the current manager still takes the
position that they are undervalued. The infrastructure search report
profiles three managers of which two have exposure to MLP’s. There is no
prohibition to selecting on or more of the managers. Mr. Owens reviewed
the return and risk analysis of each profiled manager noting that Lazard
does not have MLP exposure – they want to buy companies that have
long-term pricing where they can control contracts. All three firms have
funds of publicly traded securities and will sign on as fiduciaries.
The Board agreed to invite all three firms to be interviewed at the March 16
Board meeting. Each manager will have 20 minutes for presentation and
Q&A and should be encouraged to provide their presentation materials as
soon as possible. Mr. Owens will be unable to attend but will arrange for a
Graystone representative to be present.
MOTION: To invite the firms of Cohen & Steers, Lazard and Voya CBRE
to make a presentation to the Board of Trustees on March 16, 2020, at
3:00 PM, as a possible infrastructure manager as recommended by
Graystone. PASSED 8-0.
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Mr. Owens proposed to invest the Pine Grove proceeds into temporary
liquid alternatives with Blackrock Global Long Short Credit fund and
Blackstone Alt Multi-Strategy Fund. These are managers that fall in line
with the Investment Policy Statement and are widely used in other plans.
The funds have a duration risk of zero, so the idea is to have fixed income
exposure without interest risk exposure. The annualized return is in the 23% range. The proceeds would be allocated 50%/50% to each manager
as a temporary holding space until the Pine Grove fund is fully liquidated.
Mr. Owens proposed to perform an asset allocation study when the Pine
Grove funds are fully received, and should the Board decide to stay in the
liquid alternative space for a longer period, then interview the managers at
that time.
MOTION: To temporarily reinvest the Pine Grove proceeds into 50%
BlackRock Global Long Short Credit Inst, and 50% Blackstone Alt MultiStrategy Fund until a permanent reallocation is determined as
recommended by Graystone and subject to review and approval of the
contractual documents by Sugarman & Susskind. PASSED 8-0.
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SUGARMAN & SUSSKIND, PA LEGAL REPORT
Mr. Sugarman reported that the building owner decided to refinance with
another lender and is not asking the Board to assign the note after all;
however, the owner did agree to the Board’s request for a five-year
extension on the office lease with a 3% annual escalator.
Because the owner is refinancing with another lender, they requested a
Tenant Estoppel Letter which is customary in a refinancing.
MOTION: To ratify the Chairman’s execution of the Tenant Estoppel Letter O’Connell
Samolewicz
as reviewed and recommended by Sugarman & Susskind. PASSED 8-0.
Aaronian
Christophers
Femia
Hall
Hanrahan
Rossi
MOTION: To authorize the Chairman to execute the Mortgage Payoff O’Connell
Statement as reviewed and recommended by the Board’s real estate Samolewicz
Aaronian
attorney, Norman Leopold. PASSED 8-0.
Christophers
Femia
Hall
Hanrahan
Rossi
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MOTION: To approve the Sixth Amendment to the Office Lease by and
between G&C Platinum 2500 Investors and the PBPFRS as reviewed by
Sugarman & Susskind and recommended by the Executive Director, and to
authorize the Chairman to execute same. PASSED 8-0.
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Mr. Sugarman discussed his firm’s report on the Secure Act. Sugarman &
Susskind reviewed the revised DROP Required Minimum Distribution
policy, procedure and forms drafted by the Executive Director and
approved them for form and content. Sugarman & Susskind will prepare
the necessary ordinance amendment to the internal revenue code
provisions of the Plan.
The Board agreed that the Pompano Beach Investors, LLC will be closed
after the note payoff is completed.
ADMINISTRATIVE AND MISCELLANEOUS ISSUES
The Executive Director submitted the revised DROP Required Minimum
Distribution policy, procedure and forms.
MOTION: To approve the revised DROP Required Minimum Distribution O’Connell
policy, procedure and forms as recommended by the Executive Director Samolewicz
Aaronian
and reviewed by Sugarman & Susskind. PASSED 8-0.
Christophers
Femia
Hall
Hanrahan
Rossi
The Executive Director reported that the RFP for Custodian Bank Services
was issued and is due back on February 28. A discussion ensued on the
timeline of activities. The Board agreed that the Investment Committee will
convene to review and shortlist the responses and recommend at the
March 16 Board meeting which firms to invite for interviews. The Board of
Trustees will then interview the recommended firms at a special meeting in
April or May with a target transition date of July 1.
The Executive Director advised the Trustees that the existing provider
asked to come to this meeting to address the Board but she advised them
that the heavy agenda could not accommodate it. She further advised
them that she would forward any communication and/or request to the
Board’s attention.
The Executive Director briefed the Board on her meeting with the new
service representative for Economic Computers who reviewed the
computer systems and made two recommendations for improvements. He
also confirmed he is comfortable proceeding as the project manager for the
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computer penetration testing. The Executive Director recommended that
the Board move forward with the contract and perform the testing.
The Chairman expressed concern with learning whether the company
owner resides in Florida or out-of-state.
MOTION: To authorize the Chairman to execute the contract with the 1st
Secure IT and proceed with the computer penetration testing as reviewed
by Sugarman & Susskind and recommend by the Executive Director.
PASSED 8-0.

The Board reviewed the Your Pension Matters Newsletter. Chairman
O’Connell advised the trustees that our own Deputy David Hanks who was
the first Deputy (along with Officers from CSPD) to enter Building 12 on
2/14/2018 will be recognized and honored at the Emerald Society
Breakfast.
COMMITTEE REPORTS
Investment Committee:
The Board reviewed the proposed investor manager line-up for the 2020
Educational Symposium and approved the format.
Budget Committee:
An informal Budget Variance Report was distributed.
No other Committee Reports were rendered.
EXECUTIVE DIRECTOR’S REPORT
 Received State Acceptance Letter on January 22 for all valuation
reports through 10/1/2018.
 The RFP for Audit Services approved on January 21 was issued on
February 5 with a due date of March 6. One proposer inquired
whether the Board will make an exception for the $5 million
professional liability insurance amount requested in the RFP for a
vendor that has $2 million. The Board agreed to listen to them.
 Nyhart will implement the DROP Plan fee reduction on April 1 at no
cost since it is a minor programming change. The participants will
be notified at that time to eliminate confusion since the DROP
reporting lags by a quarter.
 The FPPTA annual re-certification fees for 2019 were paid on
January 22.
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