Minutes of a meeting of the Board of Trustees for
The Policemen’s & Firemen’s Pension Fund
August 18, 2009

The Board of Trustees met at City Hall on the above date at 9:00 a.m.

The following were present:
Mayor Bill Biggerstaff
Glenn Ladd, Police Chief
Dave Dollins, Chief of Fire Prevention
Kevin Roumas, Fire Department
Robert Masterson, Police Department
Ron Ball
Bob West
Traci Christian
Ron Sanders
Shirley Land
Pam Windsor
Anthony Bologna
Mike Blumlein

Mayor William Biggerstaff called the meeting to order at 9:00 a.m.

Glenn Ladd made a motion to approve the minutes of the May 12, 2009 meeting, seconded by Bob
Masterson. All voted “Yes”.

Mike Blumlein, with Russell Investments Services, addressed the attendees with the quarterly
report of the Pension’s performance.

Blumlein began with the topic of asset allocation in regards to consideration of changing the
allocation assets more toward non-US equities. Blumlein advised that increased exposure will
make the overall allocation less volatile going long-term. The capital market forecast for US
equities and Non-US equities is fairly similar over the long term, however, it is the fact of
volatility where they aren’t currently working in tandem. The US and Non-US equities do
correlate more and more as we become more of a global economy, but there is a good argument for
increasing the exposure to Non-US equities. Russell Investment’s findings through peer group and
other pension plan comparisons show closer to 50% split between US and Non-US equities. The
pension is currently 8% invested in Non-US, with 10 % of that 8% exposure to emerging markets,
or overall less than 1%.

The second quarter was a fairly good quarter, seeing a tremendous bounce back in April and May,
trailing off in June as the market treaded water. Russell Investments forcasts the economy hitting
bottom later in the fourth quarter of 2009. Rates are staying low, which is helping the economy,
however, banks still aren’t lending normally. Leading economic indicators are, however, starting
to seem somewhat positive. Unemployment is slowing decreasing, people are feeling a little more
secure in their jobs. Consumers are, albeit slowly, returning to the market. Conditions will,
however, continue to be bumpy with no definitive end in sight.



In the US equity market, as typically happens with coming out of a recession, Small Cap has taken
the lead in performance for the year, up over 16%, with Large Cap US up over 15%.

Blumlein also reviewed total account review through July, 2009 and also touched on account
performance as of August 15, 2009. The fund was up 100 basis points above the benchmark for
the month of July. For the quarter the account was up 210 basis points, and year-to-date the
account is up slightly over 400 basis points ahead of benchmark. This being an optimistic turn
around from 2008 where overall the plan trailed between 200 and 300 basis points below the
benchmark.

At inception, fours year ago, Russell began the assignment with 32.6 million dollars. As of
August 13, 2009, the market value was back up over 32 million, or close to the original assignment
amount. Given the market over the last couple of years, the pension fund has fortunately been able
to tread water despite the recession. Long-term, the fund is getting back to the positive results,
which has continued to improve through August. Russell projects the ability to capture additional
alpha being that we are in the market place where active management should do well, versus
passive management.

Along with the recommendation of a change in allocation more toward Non-US Equities, Russell
also suggested that it would be good tactical move to gain a little more exposure to investment
grade credit. There is still an opportunity out there to capture some additional return by having a
more focused piece of the asset pie focused on just this sector of the bond market.

Blumlein stated that the Pension Fund bond fund currently has exposure to investment grade credit
and is actually overweight in the bond portfolio it’s investing in. However, this change in
allocation would be a more focused investment just on investment grade credit. This is an area
where Russell doesn’t think the pricing is reflective of reality and that there is still a lot of
dislocation. With the Pension Plan being invested 40% in bonds, the recommendation is to move
5% of that into long credit. The Pension Plan would then have 35% in recurrent fund and 5% in
long credit, gaining an additional focused exposure to investment grade credit where we can
capture the alpha that is still out there in that Russell believes is out there to be had in that sector.

This recommendation comes in addition to increased exposure to the International Fund. With
regards to Non-US Funds, Russell is recommending reducing allocation in US equities from 47%
down to 40%, moving 7% to Non-US, resulting in 15% total exposure to Non-US. US exposure
overall with both Large Cap and Small Cap would be 45% US and 15% Non-US. Blumlein added
that this change in allocation would be somewhat of a “stepping in process” and they would like to
see a little bit more in Non-US eventually. Opportunity to double up the current exposure to Non-
US is here now and is a pretty significant and recommended step to take at the current time, with
future intent on moving toward the direction of being more evenly allocated in US and Non-US
exposure.

Upon conclusion of Board discussion regarding Russell’s recommendations, Glenn Ladd made
the motion to move to 15% Non-US and increase 5% exposure to long credit from the current
40% investment in bonds. Anthony Bologna seconded the motion. All voted “yes”.

Bob West addressed the Board with four legislative updates.






