TOWN OF PALM BEACH

TENTATIVE AGENDA:
SUBJECT TO REVISION

INVESTMENT ADVISORY COMMITTEE MEETING

TOWN HALL
COUNCIL CHAMBERS - SECOND FLOOR
360 SOUTH COUNTY ROAD
PALM BEACH, FL

[AC Meeting Link for Consultants and Public:
https://zoom.us/j/94261173522

May 14, 2021
2:30 P.M.
WELCOME!

I. CALL TO ORDER AND ROLL CALL
Mr. Chris Storkerson, Chairman
Ms. Kathleen Anderson, Vice Chairman
Mr. Michael Greenwald
Mr. Lloyd McAdams
Mr. David McDonald
I[I. PLEDGE OF ALLEGIANCE
[II. ANNUAL ELECTION OF CHAIRMAN AND VICE CHAIRMAN
IV. APPROVAL OF AGENDA
V. COMMUNICATION FROM CITIZENS
VI. INTRODUCTION OF NEW MEMBER -~ MR. LLOYD Mc ADAMS

VII. APPROVAL OF MINUTES
a. MINUTES FROM FEBRUARY 12, 2021 MEETING

VIII. FLORIDA LEAGE OF CITIES (FMIvT) [Jeff Blomley, Florida League of Cities, and
Jim Womack, Atlanta Capital]
a. QUARTERLY PERFORMANCE REPORT



IX.

XL

XIIL.

XIIIL.

XIV.

XV.

XVIL

PFM ASSET MANAGEMENT - [Scott Stitcher, PFM Asset Management]
a. QUARTERLY PERFORMANCE REPORT
b. BENCHMARK COMPARISON

ANDCO CONSULTING - [Dave West, AndCo, Consulting]
a. QUARTERLY PERFORMANCE REPORT

MARCH INVESTMENT REPORT [Amy Wood, Assistant Finance Director]|

QUARTERLY REPORT FOR OVERSITE OF ONE-CENT SURTAX [Jane Le
Clainche, Finance Director]

UPDATE ON FIDUCIARY LIABILITY[Jane Le Clainche, Finance Director]

UPCOMING MEETING SCHEDULE [Jane Le Clainche, Finance Director]
a. NEXT MEETING: AUGUST 20, 2021 AT 2:30PM

ANY OTHER MATTERS

ADJOURNMENT

PLEASE TAKE NOTE:

The progress of this meeting maybe monitored by visiting the Town's web site, (www.townofpalmbeach.com) and
clicking on the “meeting Audio™ in the left column. If you have questions regarding that feature, please contact the
Office of Information Systems (561) 227-6315. The audio recording for this meeting will appear within 24 hours
after the conclusion of the meeting.

Disabled persons who need an accommodation in order to participate in the Investment Advisory Committee
meeting are requested to contact the Town Manager’s Office at 838-5410 or through the Florida Relay Service by
dialing 1-800-955-8770 for voice callers or 1-800-955-8771 for TDD callers, at least two (2) working days before
this meeting.



RECEIVED
By gayle at 1:41 pm, Mar 09, 2021

TOWN OF PALM BEACH

APPLICATION FOR SERVICE ON
INVESTMENT ADVISORY COMMITTEE

Please complete the application by typing or printing legibly in ink. Applications should be submitted to the Town Clerk (360
South County Road, Palm Beach, FL 33480, via facsimile 561-838-5417, or via e-mail addressed to
townclerk@townofpalmbeach.com) no later than 5 p.m., 11 calendar days prior to the Town Council meeting in which
the appointment will be considered. Completion of this application requires that applicant has reviewed certain Town
documents as noted in this application. To review or obtain a copy of the documents please contact the Town Clerk's
Office (561-838-5416). Please feel free to attach any additional background information to this application form.

Name; Lloyd McAdams Residence Address: 243 Tangier Ave
Mailing Address: 243 Tangier Ave Home Telephone: 561 670 2082
E-mail Address: Lmcadams@pacificincome.com Work Telephone; 310 463 7263

2 c e
I'am a resident of the Town of Palm Beach W' (please initial) PGG

Please attach proof of Town of Palm Beach residency. Failure to attach proof of residency shall be grounds to reject your
application. Proof of residency shall be either a copy of your Florida Driver's License matching the address of your
residenoeasshownonmisapplication. a copy of a utility bill in your name at the residence address shown on this
application, or by providing an original, fully executed and notarized Declaration of Domicile with this application.

1. Why do you wish to be appointed as a member of the Investment Advisory Committee? (Please use additional pages if necessary

| beleive that sharing my expetise as a bond portoflio manager will be a valauble resource for the Town. | have considerable experience

managing bond and working capital portofiios for many municipalities and states

2. Please identify how many meetings of the Investment Advisory Committee you have attended in the past two (2) years.
0O 2 s oo

3. If you have served on any boards/commissions/committees in the Town of Palm Beach or elsewhere, please list them and
include details such as length of service, attendance record, etc.

none

4. Please indicate if there are any periods of time for which you will be unavailable for meetings.

none

Investment Advisory Committee Application
Revised 05/30/2017
Page 1 of 3



(I) Chartered ancial A |aly st Charterholder (2) 9 years emp Oyed as a Bond Portoflio Mar ager y

(3) Board Member, CALPERS (4) Published research in Financial Analysts Journal (5) Bond Manager, Tennessee Consolidated

Retirrement System (6) CEO and Co-Founder of Mortgage REIT, Anworth (NYSE "ANH")

6. Are you a member of any of the following organizations? (Check all that apply)
'l Preservation Foundation of Palm Beach
O North End Property Owners Association

[J Palm Beach Chamber of Commerce

[0 Palm Beach Civic Association

[ Citizens' Association of Palm Beach

7. Present occupation. Director, Co-Founder & Chief Investment Officer (1986-2018)

O Other

Employer. Pacific Income Advisers, Inc., Santa Monica, CA ($3 billion institutional bond manager)

No. of years. 32

8. Past occupation(s). Chairman & CEO & Co-Founder

No. of years. Zoconcurent

Employer(s), Anworth Mortgage Asset Management Corp (NYSE "ANH") a Multi Billion Mortgage REIT.

9. Please provide details regarding your educational background:

Stanford University, BS Statistics; Univeristy of Tennessee, MBA

Certified Employee Benefits Specialist (CEBS)

10. To enable Town Council to consider potential conflicts of interest, please provide the following information regarding
family members who live and/or work in the Town of Palm Beach, including your spouse, parents, siblings or children.

Family Member Relationship Address Occupation Employer
Name
Heather U Baines wife 243 Tangier Ave | CEO - retired |Pacific Income Advisers

11. Have you ever been convicted of a cri

violations?_NO

12. If you are currently serving on a Town board, commission, or

me or pled guilty or nolo contendere to a crime other than minor traffic

committee, please identify it in the space below and check

the box that indicates you will resign from that position if you are appointed to the position you are seeking in this application.

o | will resign from the

board/commission/committee

Investment Advisory Committee Application

Revised 05/30/2017

if | am appointed to the position | am seeking in this application.

Page 2 of 3



The following information is needed to facilitate Town reporting requirements in
Florida Statute 760.80. Please check one in each category.

RACE GENDER

[JAfrican American [J Native American Male [JFemale

[] Asian American Caucasian PHYSICALLY DISABLED
[J Hispanic American CINot known [1Yes [¥INo

| hereby certify that | have read the sections of the Town Code of Ordinances for the particular board/commission/committee
that | have selected above and have noted the description of the board/commission/committee and its members’ duties, and
further | have read the regulations concemning absences and conflicts of interests. | certify the information given by me is true
and complete to the best of my knowledge and belief. | understand that any falsification of material facts will be grounds for
rejection of this application or dismissal after appointment.

SIGNATURE: UW\: M M"“‘ DATE: ﬂ 9 } 207

Please attach proof of Town of Palm Beach residency (as listed on page 1) with this application.

Please note that Board/Commission applications will expire on December 15 ofeach year.

INVESTMENT ADVISORY COMMITTEE

The Investment Advisory Committee consists of five members serving two year terms,
appointed by the Town Council. Members of the Committee shall be residents of the Town
and shall have prior fixed income investment experience. The Committee acts in an advisory
capacity and shall make recommendations to the Town Council on matters relating to Town’s
investment policy and the investment of the Town’s surplus funds. The Committee shall hold
at least four meetings per year and more if it is deemed necessary. The Town of Palm Beach
will not do business directly or indirectly with a Committee member or a Committee member's
employer or business while they are serving on the Committee and for at least two years after
the member’s term has expired.

Investment Advisory Committee Application
Revised 02/28/2017
Page 3 of 3
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IV.

VI.

VIIL.

VIII.

MINUTES OF THE INVESTMENT ADVISORY COMMITTEE MEETING
HELD ON FRIDAY, FEBRUARY 12, 2021

(Remote meeting statement was recorded and members were noted in attendance)

CALL TO ORDER AND ROLL CALL

The Investment Advisory Committee meeting was called to order on Friday, February 12,
2021 at 2:30 p.m., via internet conferencing due to COVID-19. On roll call, all members
were found to be present, a quorum was present.

PLEDGE OF ALLEGIANCE
Chairman Storkerson led the Pledge of Allegiance.

APPROVAL OF AGENDA

Chairman Storkerson asked for approval of the agenda dated February 12, 2021.
Committee Member Scheuer made a motion and Vice Chairman Anderson seconded that
motion.

COMMUNICATION FROM CITIZENS — None

APPROVAL OF MINUTES

a. MINUTES FROM NOVEMBER 16, 2020 MEETING
Committee Member Scheuer made a motion for the approval of the November 16, 2020
minutes. Vice Chairman Anderson seconded that motion. No discussion, minutes were
approved.

ANNUAL REPORT TO THE TOWN COUNCIL

Finance Director, Jane LeClainche explained that due to COVID-19, the Town Council is
only excepting written reports and the Town Council has reviewed and accepted the
report.

FIDUCIARY LIABILITY POLICY RENEWAL |[Karen Temme, Risk Manager]|
Risk Manager, Karen Temme recommended to the committee that the fiduciary liability
be renewed with Hudson Insurance. There is a two million dollar limit of liability, with a
zero deductible and an annual premium of $5,031. No changes were made from the
previous year. Committee Member Scheuer requested a more in-depth explanation of the
coverage. Judy Arenz of Gallagher, our insurance broker, and Karen Temme are going to
follow-up with the specific details that concern Mr. Scheuer. A motion to approve was
made by Vice-Chairman Anderson and a second was made by Committee Member
McDonald, providing the requested information is provided.

ACTUARIAL UPDATE [Piotr Krekora, GRS Actuary]
a. DISCUSSION OF INVESTMENT ASSUMPTION REDUCTION
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| REPORT OF THE INVESTMENT ADVISORY COMMITTEE MEETING HELD ON FRIDAY FEBRUARY 12, 2021

Ongoing discussions continued on whether or not the Expected Rate of Return should be
changed from 6% to 5%. Finance Director, Jane Le Clainche brought it to the attention
of the Committee that the Retirement Board is also lowering their Expected Rate of
Return. The plan is overfunded and the consensus was that it should be lowered to 5%.
This will still offset the liabilities of the fund. The Investment policy will need to be
amended and the Town Council will be notified. A motion was made by Committee
Member McDonald and a second motion was made by Committee Member Greenwald.

IX. PFM ASSET MANAGEMENT — [Scott Stitcher, PFM Asset Management)]
a. QUARTERLY PERFORMANCE REPORT
For the 1 — 5 year portfolio, quarter ending December 31, 2020, the end of the fiscal year
total balance is $25,951,057. The yield-at-cost is at 1.56% and yield-at-market .44%.
The duration is 2.73 years. Some funds from treasuries have been taken and disbursed
throughout the portfolio. An additional $5 million has been added to the fund.

b. BENCHMARK COMPARISON
The portfolio was up .23% over the benchmark .03%. Over the past 12 months, 4.67%
vs. the benchmark of 4.22%. The upside is that there are some investments locked in at
higher yielding securities.

X. ANDCO CONSULTING — [Dave West, AndCo, Consulting]

a. QUARTERLY PERFORMANCE REPORT

The total fund for the fiscal year was up 9.7% and the targeted rate of return was
7.98%. The one year number ended December is just under 10%, underperforming the
self imposed policy benchmark. The large cap Vanguard index was up 14.9%. The
EuroPacific Fund up 20%, the growth benchmark was 17%. The bond portfolio,
Metwest had a return of 1.19% PIMCO, a return of 4.5%, The real estate funds had
positive returns of 2.5%; Intercontinental at .5% and the Principal Enhanced Property
Fund just under 2%. The net asset flow is $21,600,000 for a plan that started with
$16.000,000 and because it is fully funded and the monies were put to work in the
investment program to earn a rate of return is now at $38.3 million. Since the last
quarter all of the rebalancing has been completed per your decisions last month.
Currently there is $38.377.947 in the portfolio.

XI. DECEMBER INVESTMENT REPORT [Amy Wood, Assistant Finance Director]
As of December 31, 2020 there was $185,521,117 invested, including bond funds; with a
return for the fiscal year of $161,154.00. The sub-total of the total overseen by the IAC is
$223.899.064

XII. QUARTERLY REPORT FOR OVERSITE OF ONE-CENT SURTAX [Jane Le
Clainche, Finance Director]
The last fiscal year-to-date has a total of $86,443.91 collected. The total of all the monies
collected is $2.210.149.50 All of which is committed to the underground utility project. At
this time.

2/12/21 1AC Mtg. / Page 2 of 3
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REPORT OF THE INVESTMENT ADVISORY COMMITTEE MEETING HELD ON FRIDAY FEBRUARY 12, 2021

]

XIII. UPCOMING MEETING SCHEDULE [Jane Le Clainche, Finance Director]
a. NEXT MEETING: MAY 14,2021 AT 2:30PM

XIV. ANY OTHER MATTERS

XV. ADJOURNMENT
There being no further business, the February 12, 2021 Investment Advisory Committee
meeting adjourned at 4:35p.m

Christopher Storkerson, Chairman

2/12/21 IAC Mtg. / Page 3 of 3
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Important Disclosures
This material is based on information obtained from sources generally believed to be reliable and available to the public,

however PFM Asset Management LLC cannot guarantee its accuracy, completeness or suitability. This material is for general

information purposes only and is not intended to provide specific advice or a specific recommendation. All statements as to

what will or may happen under certain circumstances are based on assumptions, some but not all of which are noted in the

presentation. Assumptions may or may not be proven correct as actual events occur, and results may depend on events outside
of your or our control. Changes in assumptions may have a material effect on results. Past performance does not necessarily
reflect and is not a guaranty of future results. The information contained in this presentation is not an offer to purchase orsell
any securities.

This information does notrepresent an offer to sell or a solicitation of an offer to buy or sell any fund or other security by
anyone in any jurisdiction in which such offer or solicitation is not authorized, or in which the person making such offer is not
qualified to do so, or to anyone to whom it is unlawful to make such an offer or solicitation, orto anyone in any jurisdiction
outside the United States. Investors should consider the investment objectives, risks, charges and expenses before investing in
any of the Fund’s portfolios. This and other information about the Fund is available in the Fund’s current Prospectus, which
should be read carefully before investing. A copy of the Fund’s Prospectus may be obtained by calling 1-800-338-3383 or is
available on the Fund's website at www.pfmfunds.com. While the Fund'’s portfolios seek to maintain a stable net asset value of
$1.00 per share, it is possible to lose money investing in the Fund. An investment in the Fund is not insured or guaranteed by the
Federal Deposit Insurance Corporation or any other govemment agency. Shares of the Fund are distributed by PFM Fund
Distributors, Inc., member Financial Industry Regulatory Authority (FINRA) (www.finra.org) and Securities Investor Protection
Corporation (SIPC) (www.sipc.org). PFM Fund Distributors, Inc. is a wholly owned subsidiary of PFM Asset Management LLC.

pfm




Clients first.

To: Town of Palm Beach OPEB IAC
From: Dave West, CFA
Date: May 14, 2021

Re: The Town of Palm Beach OPEB Trust: Investment Attribution Summary and Recommendations

The Town of Palm Beach OPEB Trust “the Trust” achieved a preliminary, net rate of return on invested
assets of +2.33% for the quarter ended March. Trust assets have now earned 12.37% FYTD, well in
excess of policy benchmark expectations which returned +9.93%.

Preliminary Investment Returns

For the period ending March 2021:
Quarter Return: 2.33%(net)
FYTD Return: 12.37% (net)

Market Value: $39,312,205

Summary Attribution

The investment allocation of the Trust's assets continues to have the most significant impact on both
absolute and benchmark relative return results.

Generally, the investment program benefited from the broader market rally which experienced a thematic
rotation into more cyclically sensitive stocks. Investor rotation into this area drove exceptional performance
from smid-cap stocks and international equities with a value orientation. The broad market index allocation,
and overweight to domestic equities was a positive contributor to overall results. Capital allocations to
international equity with a “value orientation” provided a boost to performance as this area of investment
continued to generate exceptionally high returns.

Investment Recommendations

Opportunistically align the total equity allocation with policy targets.

1. Reduce the current overweight to the international equity allocation by 3.5% of total plan market
value.
a. SELL $1.3M American Funds EuroPacific Growth Fund

2. Allocate all above sale proceeds as follows:
a. Allocate $1.3M to Met West Total Return Bond Fund

Attribution
Note: All investment results are preliminary with 97.7% of managed assets reporting. For all measurement
periods, private investments which constitute approximately 2.3% of total assets may be carried forward at

the previous period value.

e Public Domestic Equity was the primary driver of investment return for the Trust with 41.7% of total
assets allocated to this area of investment. All invested capital is now committed to the Vanguard



Russell 3000 Index Fund. As there is no style or capitalization bias, investment returns were
consistent with the policy benchmark return of +6.33% for the quarter, and +21.92% FYTD.

Public International Equity continues to generate exceptional performance with the allocation to
this area of investment fully invested to policy allocation targets. The Pear Tree Polaris Fund was
the highest returning investment for the overall Fund earning +8.65%. The Pear Tree Fund is now
up +38.3% FYTD. Returns are well in excess of the manager’s benchmark. The strategy continues
to be a beneficiary of the global thematic shift into more cyclically sensitive industries and
companies such as financials, industrials, and materials. Returns from allocations to the
international “growth” manager were modestly negative -0.43% for the quarter.

Real Estate portfolio returns continue to outperform the high-quality fixed income allocation as
prospects for higher inflation have become a primary concern for bond investors. The NCREIF
Fund Index-Open End Diversified Core (EW) returned +2.25% for the quarter. The Principal
Enhanced Property Fund returned +3.32% (net) for the quarter and has earned +5.35% FYTD.
InterContinental U.S. REIF returned +2.26%, and +2.69% over the same measurement periods.

The pace of the increase in longer termed interest rates has been detrimental to bond investors.
While having served the investment process well during the pandemic induced market meltdown,
the allocation to investment grade fixed income has not been accretive to overall results for the
quarter and FYTD. The Met West portfolio team has addressed this challenged environment by
positioning defensively. The manager portfolio has preserved capital relative to benchmarks
declining -1.61% FYTD while the aggregate benchmark has declined -3.38% FYTD.

Private placement middle market debt investment results are not available as of this print.
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Receipts

Total for FY2017 $350,846.68
Total for FY2018 $576,791.86
Total for FY2019 $623,175.79
Total for FY2020 $572,891.26
November 2020 $42,763.39
December 2020 $43,680.52
January 2021 $44,512.48
February 2021 $72,535.94
March 2021 $46,424.05
April 2021 $44,878.46
Total FYTD2021 $294,794.84

Total Received Since 2017 $2,418,500.43

&



Disbursements

» The Town Council approved using $2.6
million of the one-cent surtax revenues for
the undergrounding project af the July 12,

2017 Town Council meeting.

» The Town Council approved using the
remaining one-cent surtax revenues for
the undergrounding project at the
December 10, 2019 Town Council
meeting.




Attorneys at Law

LEWIS llw-law.com
LONGMAN
,. LLw WALKER

Reply To: West Palm Beach

MEMORANDUM

TO: Kirk Blouin, Town Manager
Town of Palm Beach

FROM: Jim Linn

DATE: May 5, 2021

SUBJECT: Town of Palm Beach Retirement System — Liability of Board Members

This memo responds to your question regarding the extent to which individual members of the
Board of Trustees for the Town of Palm Beach Retirement System can be held personally liable
for actions taken in their Capacity as Board members. |n sum, Florida law, the Town’s Code of
Ordinances, and the Board'’s fiduciary liability insurance policy protect individual Board
members from being held personally responsible for actions taken in good faith while they are
serving on the Board.

Potential Liability Arising out of Operation and Administration of Town Retirement Plan

Typically, legal claims against the board of trustees of 3 governmental defined benefit plan
consist of the following types of claims:

* Administration error claims, in which plaintiffs allege that the board’s erroneouys

interpretation of the plan resulted in an underpayment of benefits to all or a significant
number of members.
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e Claims rglated to a cyberbreach of personal information in which plaintiffs allege the
board failed to safeguard plan members’ protected personal information.

If the board is unsuccessful in its defense against these claims, it may be liable for paying
settlements or other money judgments, which may include compensatory damages and civil

penalties, plus attorney’s fees and other legal costs.

Limits on Liability of Individual Board Members

Under the combined protections afforded by Florida, law, the Town’s indemnification policy
and the Plan’s fiduciary liability insurance policy, individual members of the Plan’s Board of
Trustees are not responsible for paying their own attorney’s fees or any losses resulting from a
breach of their fiduciary duty as long as their actions are made in good faith.

Under Florida law, public officials cannot be held personally liable for actions or omissions
undertaken within the scope of their official duties, unless their actions are made in bad faith,
with malicious intent, or in a manner showing willful and wanton disregard for public health,
safety, and property. See Sec. 768.28, Fla. Stat. This law protects the Plan’s Board members
from personal liability for any actions taken in good faith within the scope of their Board duties.
To act in bad faith with malicious intent means to act with ill will, hatred, spite, or an evil intent.
To act with willful and wanton disregard for public health safety or property means to
intentionally, knowingly and purposefully act with a conscious indifference to consequences
and with the knowledge that damage is likely to be done to persons or property. See Peterson
v. Pollack, 290 So. 3d 102, 109-10 (Fla. 4th DCA 2020).

The Town’s indemnification ordinance provides that in the event a Board member is personally
named in a lawsuit or any legal proceeding brought as a result of the Board’s actions, the Town
will assume the Board member’s legal defense and pay all court costs, legal fees, and
judgement and settlement amounts. See Town Code of Ordinances Sec. 2-617(a) “Right to
indemnification”. As soon as the Board member notifies the Town in writing of the lawsuit or
claim, the Town will, at its sole cost and expense, retain counsel to represent the Board
member in the lawsuit. If the Board member is not reasonably satisfied with counsel selected
by the Town and retains his own counsel, the Town will reimburse the trustee for legal costs

incurred by Board member’s counsel. See Sec. 2-617(c).

Finally, any damages or costs not covered under the Town's indemnification ordinance would
likely be covered by the Retirement plan’s fiduciary insurance policy. The Boarq Qf Trustees
currently maintains a fiduciary liability policy with a coverage amount of ten million dollars.

The insurer will pay for reasonable expenses and legal fees incurred on behalf of the Board and

its individual Board members during the investigation, defense or appeal of a claim. Under this

01487702-2
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policy, a Board member has the right to select his own defense counsel, subject to the insurer’s
approval and subject to counsel’s agreement to comply with applicable litigation management
guidelines. The insurance coverage extends to past, present and future Board members, their
spouses or domestic partners, and to the heirs and estate of a Board member if deceased.

In addition to paying defense costs for the Board and individual Board members, the insurer will
pay damages or other settlements that the Board is legally obligated to pay as a result of a
claim. If claim damages and defense costs exceed the coverage limit, the excess amount would
be paid from Plan assets. For private sector plans and government pension plans outside of
Florida, a substantial damages award could result in reduced benefits to plan members and
threaten the viability of the plan. However, Florida’s law on the funding of governmental
defined benefit retirement plans law ensures that the benefits of plan members will not be
adversely affected by claims against a plan, and the viability of the plan will ultimately be
maintained by the plan sponsor.

Limits on Liability of the Board against Fund Losses

Florida law protects public retirement plans and their members, and ensures the continued
viability of such plans by setting minimum funding standards. In Florida, the local government
employer as plan sponsor is ultimately responsible for funding its retirement plan on a sound
actuarial basis. See Article X, Sec 14, Florida Constitution; and Section 112.66(8), Fla. Stat. The
actuarially determined employer contribution that is calculated for the plan includes the normal
cost of benefits plus any liabilities not otherwise funded, which would include actuarial losses
due to legal claims. See Sec. 112.64(4), Fla. Stat. If the Board were ordered to pay damages in
excess of its fiduciary liability insurance coverage, the Town’s required employer contribution
would be increased over time to pay for these losses to the plan. This means the Town
ultimately bears the risk of plan losses as a result of legal claims against the Board.

Conclusion

Under Florida law, public officials cannot be held personally liable for actions or omissions
undertaken within the scope of their official duties, unless their actions are made in bad faith,
with malicious intent, or in a manner showing willful and wanton disregard for public health,
safety, and property. This law protects the Retirement Plan’s Board members from personal
liability for any actions taken in good faith within the scope of their Board duties. In addition,
the Town has a broad indemnification ordinance that provides in the event a Board member is
personally named in a lawsuit or any legal proceeding brought as a result of the Board’s actions,
the Town will assume the Board member’s legal defense and pay all court costs, legal fees, and
judgement and settlement amounts. Any claims or costs not covered under the Town’s
indemnification ordinance would likely be covered by the Retirement Plan’s fiduciary insurance
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policy. The Board of Trustees currently maintains a fiduciary liability policy with a coverage
amount of ten million dollars. The insurer will pay for reasonable expenses and legal fees
incurred on behalf of the Board and individual Board members during the investigation,
defense or appeal of a claim, as well as damages resulting from an adverse outcome. To the
extent any claim against the Board or individual Board members exceeds the maximum
coverage amount, the amount would become a liability of the Plan that would ultimately be
paid by the Town in accordance with Florida law requiring actuarial funding of government
pension plans.

Please let me know if you have any questions or want to discuss.
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