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HARBOR POLICE RETIREMENT SYSTEM 
BOARD OF TRUSTEES  SPECIAL MEETING
MARCH 6, 2009

HELD AT HARBOR POLICE HEADQUARTERS

#1 THIRD ST. WHARF

NEW ORLEANS, LA 70130
TRUSTEES PRESENT:
Robert Hecker



Steven Dorsey
Benny Harris



Frank Jobert, Jr.

Clay Miller



Kelvin Randall

James C. Randall


Mark Williams

OTHERS PRESENT:
Gail Arnold and Linda Stern of Zenith Administrators, R. Randall Roche, Attorney

1. Chief Hecker called the meeting to order at 9:38 a.m. and it was determined that there was a quorum present.
2. Chief Hecker presented the minutes of the 12/19/08 prepared by Glenda Williams for approval.

The following motion was made by Kelvin Randall and seconded by James Randall.

MOTION: 
To accept the Minutes of the 12/19/08 meeting as presented.



Motion Passed Unanimously
The minutes of the Board meeting of February 17, 2009 were presented for approval. Chief Hecker advised that in Section 3, the name should be Joe Meals, not Joe Means.  James Randall discussed that there wasn’t enough information in the minutes to approve them unless when reports presented are attached to the minutes.  Mr. Jobert indicated that more detailed minutes had been used by different funds in the past, and they were excellent but are now using the more abbreviated minutes as they have been advised that too much information is not necessary.  Mr. Roche advised details in minutes are not required but that some boards do prefer details, that some even preferred verbatim.  However, only a clear statement of what went on in the minutes, the motions, and results is required.  The tapes of minutes are required in all cases.  If the purpose of the less detailed minutes was to prevent litigation, they would obtain copies of the tapes anyway.  The main reason for more abbreviated reports was to minimize  paper.  There was more discussion on attaching copies of reports or memos presented to the board.  Chief Hecker advised that the main persons who would be heard from the next few meetings would be Mr. Williams and Mr. Roche with updates regarding the pension audit and correspondence with the Attorney General.  Mr. Williams advised that it would be very time consuming to provide detailed written reports.  He will mostly be discussing the issues and answering questions.  Chief Hecker asked if when there is no written report, could more detailed minutes be done. Ms. Arnold agreed that could be done.  Chief Hecker asked the Trustees if it would be acceptable to attached written report to the minutes in lieu of detailed minutes. The Trustees agreed to this method.  

Ms. Arnold did express her concern that the recording of meeting or the notes of action taken may not pick up all discussion at the meeting.  She did ask if there was some question about what was said, if it would be acceptable to send a copy of the draft of the minutes to the person who made the presentation.  Chief Hecker advised that a copy of the minutes should be distributed to all Trustees for possible correction.  

Mr. Roche requested that a copy of his letter with bullet points from the previous meeting be attached to those minutes.  He indicated he would try to provide his written report with bullet points in the future for attachment to the minutes. 
Chief Hecker also requested the word “demanding” be changed to “requesting” in Paragraph 7 of the minutes.

The following motion was made by Mr. Jobert and seconded by Mr. James Randall:

MOTION:
To accept the minutes of the February 17, 2009 Board meeting with the above corrections. 


Motion passed unanimously.

3. The investment policy discussion was continued from the last meeting.  Ron Partain with Consulting Service Group would be available by phone between 10:00 and 10:30 a.m. in case he was needed for clarification or to answer questions.

Mr. Jobert indicated that CSG did not remove the name Employees on the cover sheet of the report as requested by the Trustees.  

It was discussed that CSG did not remove the language that Mr. Williams had objected to and failed to make the changes requested by the Trustees. 
It was noted that CSG had deleted a portion of Paragraph 3 under Traditional Fixed Income which read: “In addition, a manager’s portfolio must possess an overall quality rating of at least investment grade on a weighted average basis by either Moody’s or Standard and Poor’s, unless otherwise permitted by the Board of Trustees.”  This was discussed and Mr. Williams recommended that it be put back in.  As there was no objection of other Board members, it was agreed that it would be put back in.

It was discussed that with this language being put back in Paragraph 3, then Paragraph 6 under Traditional Fixed Income would need to be removed..  Chief Hecker indicated that there should be no problem with leaving it in as long as the language is left in Paragraph 3.  But there appeared to be a contradiction as an entire portfolio is devoted to high yield, Golden Tree.  Also the Commonwealth portfolio is borderline investment grade at this time.
There was additional discussion as to what should be done, considering the state of investments today, if any of the other investments go below investment grade.  Whether the manager would be required to sell at that point, resulting in a large loss, or if the Trustees should recognize the loss at that point and decide on retaining the manager.  for a while.  It was the general consensus that an exception may need to be made in that case.  Mr. Roche suggested that Paragraph 6 be deleted.  It was decided that if there is already a manager that falls into the category in Paragraph 6, it should be revisited at a later time by the Board.
It was unanimously agreed upon that Paragraph 6 should be deleted.

Discussion on the section on Traditional Equity.  CGS recommended a change from outperforming the benchmark in at least 75% or rolling four-quarter periods and 90% of rolling twelve-quarter periods, to 65% and 75%, respectively.  Mr. Williams recommended that this not be changed.  His argument was to get active management to perform above indexes, not lower their standards.  

There was discussion on a “watch list” of managers who are not achieving their benchmarks. It was decided not to make an actual “watch list” but to discuss managers not achieving their benchmark when needed. The Trustees decided not to lower the targets.  The higher benchmark is needed.
There was discussion on Paragraph 1 whether the same language should be there as is on Paragraph 3 of Traditional Fixed Income regarding “unless otherwise permitted by the Board of Trustees”.  It was decided that it wasn’t necessary for this language to be added.  The 75% to 90% goal is to be put back in, if it falls too far below par for a period of time, the Trustees will review it.

The Trustees discussed that the Asset Allocation table did not total to 100%.  Several Trustees questioned why the ranges are so large in some and not in others; for example 10-80% for Domestic & Foreign Investment Grade and 0-20% for Domestic & Foreign High Yield and Private Securities; then 0-65% under Domestic Equity.  Mr. Williams  didn’t really know but thinks it is to allow them maximum range possible.  But he didn’t know if that is a wise decision.  Most groups only have up or down 5% from the target range.  Someone suggested that may have been because of the small amount of money.   Mr. Williams felt that something should trigger discussion before that large range occurs.

There was a lengthy discussion on reasoning behind range. A call  was placed to Ron Partain with CSG for clarification.  

Chief Hecker asked Mr. Partain to explain the reason for the wide range on equities of 0%-65%. Mr. Partain explained that on the domestic range, you could possibly have 20% minimum and 0% minimum on foreign.  You couldn’t have 20% and 20% on each as this would have a minimum of 40% in equity; or you could have 10% domestic and 10% international for a total of 20%.  It just gives the Board the latitude to decide where they want the Funds. You could have all in domestic or all in international, it’s not a big issue.  If the Board is comfortable with the 20%-65%, the minimum to put down on domestic would have to be 20% if they want exposure to both.
Mr. Partain explained that a mandated 65% is maximum exposure, with the strategic target being 45% with 30% and 15%. Currently the Board’s minimum is 20%, and the only question is how to dissect it.  

It was pointed out to Mr. Partain that when major events occur, he should recommend change to the strategy.  Other plans presented to the Trustees for review had a much smaller range. When Mr. Partain asked what the Board had in mind, Mr. Williams advised that it had not been decided, maybe 10%.  Some plans give 5% either side and others 10%. The Trustees advised that this Board doesn’t want to get to the maximum range before it is discussed.  Mr. Partain recommended that the band not be tightened too much as it would result in lengthy discussions at each meeting on changing the range. 

Chief Hecker indicated there were other issues that needed to be addressed with Mr. Partain.  Mr. Joe Meals of CSG joined the conference call at 10:45 a.m.  CSG was advised to change fixed income allocation from 15% to 13% as discussed by the Board earlier. Cash should be  separate as cash is needed to pay benefits.  
Under Traditional Equity to return it to 75%- 90% with the key word being objective. The Board has the capability of taking it into advisement if it dips under policy range. Under Paragraph 3 under Traditional Fixed, put back in statement deleted by CSG. Board felt this would give them the latitude to discuss that particular matter.  Board also recommended that Paragraph 6 be deleted.  Chief Hecker asked if Mr. Partain or Mr. Meals had any comments on the actions.

Mr. Meals advised that unless it is permitted by the Board, the portfolio needs to be all investment grade.  The Board has already made the decision on Golden Tree.  The minutes should reflect that decision   There was more discussion about Golden Tree and that today’s minutes reflect that it was a conscious decision of the Board to allow that manager to remain with the knowledge that they are an investment manager who uses below investment grade securities.  

All of today’s changes will be put in writing to CSG and if there are any changes after today’s meeting, Chief Hecker will e-mail them and follow up in writing.  

After the termination of the phone conference, Mr. Roche discussed that Mr. Partain did not mention an allocation study. The Asset Allocation should be based on a study between the actuary and consultant firm to determine how assets should be distributed among classes to achieve the return needed to pay benefits.  Mr. Partain had discussed that the target is not really a target, that it can be anywhere within the legal range.  

There was a lengthy discussion that Conefry & Company have not done a liability study in 5 years, and this should be required in order to do a allocation study.  CSG has not asked for that information to do an asset allocation.  It appears CSG is looking at the range as being the legal requirements.  A target range should be determined as a guideline for the Trustees to discuss re-allocation of funds.  

Chief Hecker asked what steps needed to be taken to achieve the asset allocation.  The Trustees discussed that Mike Conefry should be consulted about the 5 year actuarial study.  This, along with the asset allocation study should have been done from the beginning but wasn’t.  Mr. Williams indicated that Mr. Conefry suggested that the statute doesn’t limit the study to 5 years of data and that he feels he should use all the data he can as 5 years for such a small plan  could skew the data as not enough transactions would have occurred.   Chief Hecker indicated that a motion should be made on the range allocation issue.

The following motion was made by Mr. Miller and seconded by Mr. Jobert:

MOTION:
To accept the current range allocation until it is determined what needed to be done.  To accept the modified changes of changing the 15% to 13% on Fixed Income – Domestic & Foreign Investment Grade, to change back the percentages in Traditional Equity to at least 75% of rolling four-quarter periods and 90% of rolling twelve-quarter periods, and under Traditional Fixed Income to put back the wording deleted under Paragraph 3, and to delete Paragraph 6. 


Motion Passed Unanimously
4. Chief Hecker asked Mr. Roche for a review of what he is currently handling and his additional his fees for the special projects.   Mr. Roche advised that he is currently working on: 

Requalification of the Plan, which involves documenting all the provisions that are incorrect and the procedures they have taken to correct those things.  
New policy and procedures undertaken to make sure errors do not re-occur. 
Working with Mr. Williams on various projects mainly preparing a list of questions for the AG.  
After responses are received from the AG, he will be preparing a booklet with all the laws affecting the Plan which will be handed out to the Board for approval and a copy provided Zenith to be used as the Plan Document.
Chief Hecker asked for an update on the questions for the AG.  Mr. Roche indicated they are still trying to get some issues resolved on the audit before they can actually end the question process and he thinks they are getting close.  He will go over the issues with Mr. Roche so he can write the questions for the AG.  Mr. Williams will write some of the questions just for the sake of time.  Mr. Williams indicates there are currently over 40 questions to be asked.  They are currently trying to determine the best way to present the questions, whether all at once or the more important ones first and then the rest later.  The most important ones at this time are the ones they need answers to in order to complete the audit.  Mr. Roche is also working on some items that are just outdated issues that need to be cleared up.

Mr. Dorsey addressed the issue of the audit going on for 18 months and there are still no questions to the AG.  Mr. Williams advised that they did not see this big a problem in the beginning.  It started with a small problem that has just ballooned.  There’s no way of knowing if they had sent a few questions in the beginning if it would have made a difference in the results at this time.  The AG is also the Fund attorney, and therefore must render an opinion not only as the AG, but as counsel for the Board. 
It was determined that Mr. Williams is close to being able to  provide Mr. Roche with some data so that he can began working on the questions.  Mr. Williams recommended that the initial letter to the AG point out that he is legal counsel to this Fund as he might assign someone to the task.  Mr. Williams and Mr. Roche are frequently exchanging e-mails in the matter.  The Trustees requested copies of the letters before they are sent to the AG and that they also be sent to the Port as the Plan sponsor.
Chief Hecker asked Mr. Roche if he will be charging by the hour for time over and above what is considered normal for his fee. There was discussion on how this was handled in the past.  Previously when Mr. Roche had to spend extra time during legislative sessions on pending bills, he was given a $2500.00 fee.  Mr. Roche indicated that he would be amenable to a flat fee for his extra services.  Once the workload is determined, the committee will come up with a proposed amount for approval by the Board.
Chief Hecker discussed an invoice from Mr. Conefry for $2945.00 The invoice indicated it was for a study he did between 6/30/08 – 6/30/09. The explanation indicated 15.5 hours at $190 per hour.    Normally if the fees seem in line, he has been given the authority to act on behalf of the Board and approve these fees.  Mr. Williams asked if this is the 5-year study.  Chief Hecker advised that the invoice indicated it was for work already done. 
Mr. Williams questioned what is included in $1200 monthly fee by Conefry & Company.  The monthly fee includes the checking of benefit calculated by the administrator.  It was decided that the contract with Conefry & Company should be reviewed to determine services covered by the monthly fee.    

The Trustees instructed Chief Hecker to request from Mr. Conefry an explanation of the services provided for the invoice totaling $2945.00 before he pays the additional fee.  Chief Hecker will provide Mr. Conefry’s explanation to the Trustees and if anyone has any questions and wants to bring it to the Board, he will add it to the next meeting agenda.  If not, he would approve payment of the invoice.  Chief Hecker will also provide a copy of Mr. Conefry’s contract to each of the Board members.

5. At the last meeting, it was requested that Chief Hecker write a letter to the Port’s management requesting payment of employer’s contributions of 32%.  He asked for guidance from Mr. Roche in collection of this money.  Normally this new rate would go into effect at a future time.  The Port will be in a tight financial situation next fiscal year as bond covenants need to be met.  After much discussion, Mr. Williams advised that he would recommend that the Board do as they suggest and make it effective July 1, 2008.  
After much discussion, Chief Hecker advised he will request Mr. Roche to assist with writing a letter to the Port requesting payment of 32% employer contributions effective July 1, 2008.  He also will attach a copy of Mr. Conefry’s actuary report for  documentation.
The following motion was made by Mr. Jobert and seconded by Mr. Dorsey:

MOTION:
The Chairman is authorized on behalf of the Board of Trustees to write a letter to the Port of New Orleans requesting the 32% employer contributions effective July 1, 2008.



Motion Passed Unanimously 
6. Chief Hecker presented a letter regarding the Harbor Police travel policy (Exhibit I) which was mentioned at the previous meeting.  Due to the current conditions, the intention is to cut cost by at least 50%.  To do this there will be a $2500.00 per calendar year per Trustee maximum for travel expenses.  To achieve education requirements the Trustees should try to attend local seminars or conferences.

The following motion was made by Calvin Randall and seconded by James Randall.

MOTION:
To modify the travel policy to limit Trustee travel expenses to $2500.00 per Trustee per calendar year.



Motion Passed Unanimously

7. Chief Hecker addressed the issue of the Dow Jones presentation at the February meeting.  The CSG representatives had no  recommendations.  Mr. Jobert advised he had spoken with Dow Jones regarding their services.  and who pays for their services.  There wasn’t a definite answer as to whether it was the money managers the Fund hires or the people that gives Dow Jones the information so that pays their fees.   The cost could not be passed on to the Fund at this time as there is already a fee provided in the contracts with each  money manager.  The cost could ultimately be passed on to the Fund in the future when new contracts are negotiated. Dow Jones services would be do a study, based on reports provided by consultant and the custodial bank, to determine what the benchmark should be used for this Fund. Then that benchmark would be the one given to CSG to use.  Mr. Roche expressed concern that the money manager is already using a benchmark and now would be required to pay for another benchmark.  Mr. Jobert advised that Dow Jones has a broader benchmark that more fairly represents the true market value than the Standard & Poor 500 as Standard and Poor are heavily weighted toward those 500.  Mr. Roche advised if Dow Jones sends an invoice, the Fund should refuse to pay.
The following motion was made by Mr. Jobert and seconded by Mr. Harris:

MOTION:
To allow Dow Jones access to all the files necessary from the consultant and Argent Bank to proceed with the study of this Fund and to report on that study before the Trustees make a final decision





Motion passed unanimously 
Chief Hecker requested that Ms. Arnold provide a summary report.  Ms. Arnold discussed that there was a question on the investment manager fees shown on financial statements. The fees are picked up from the Argent Bank statements. The second item to be addressed was the benefit calculations programmed into Zenith’s computer.  These were based on the spreadsheet received a few months ago from Becky Hammond.  At that time, it was  thought to be the correct benefit calculation until later advised by  Mark Williams that this might not be correct.  Once all the outstanding issues have been resolved on how the benefits are to be calculated reprogramming of the benefit calculations in the Zenith system will be required.  Due to the additional programming of benefit calculations there  will be an additional  fee.  Zenith did receive all the retiree files which were needed to do the programming on the retirees.  Ms. Arnold introduced Ms. Stern who will be attending future Board meetings. Ms Arnold will attend when Ms. Stern cannot.  If there are ever any questions or if any of the Harbor Police employees or retirees have questions, they can give Ms. Stern or herself a call.
It was discussed that one of the DROP participants had requested  a quarterly report of the monthly amount put into DROP. Ms. Arnold advised that she would coordinate with Mr. Conefry as he has advised that is part of the actuarial report. .  The Trustees requested that a footnote be added to the benefit statement advising that the benefit may not be exact due to  ongoing audit.  There was no action take, and therefore, no motion to be made.
8. Chief Hecker addressed the issue of Mr. Williams renewing his term as Trustee as his 3 year term is  almost up.  Mr. Williams advised this was being brought up at this month’s Port board meeting.

9. Chief Hecker brought up the matter of amount of mileage reimbursement.  He advised  that a note had been received from from the director saying that reimbursement for travel would go from 31.5 cents per mile to 44 cents per mile.   City Business quotes that business mileage allowance from the IRS has dropped from 58.5 cents to 55 cents.  Mr. Williams advised that the Port has never kept up with the IRS and the 44 cents is to be used.  Chief Hecker indicates the Trustee travel policy says to use the IRS rate.  The policy indicates if a Trustee uses his personally owned vehicle, he will be reimbursed at the current IRS rate for mileage not to exceed the cost of transportation.  The Trustees agreed to retain the IRS mileage rate in the Trustee expense policy.

10. The Katrina overtime issued was brought up at the last meeting and there was some question as to whether it was approved by the Board. .  Chief Hecker and Mr. Roche researched the issue and it was discussed at numerous meetings.   The minutes did not show  a formal motion made to accept it.  Various Trustees recalled the motion being made and voting on it.  Chief Hecker advised there was nothing in the minutes about it.
The following motion was made, again, by Mr. Jobert and seconded by Mr. Harris.

MOTION:
To allow covered employees who were eligible for Katrina overtime to pay the employee contribution with the 7% required actuarial interest rate and if FEMA reimburses the Harbor Police Retirement System, the employee will be reimbursed his share of the employee contribution.   This is to be made retroactive to the day the original motion was made


Motion Passed Unanimously.

There was a question as to what happened to the FEMA overtime money.  It was never paid as there was never a formal motion by the Board to accept it. 

There was additional discussion as to exactly what the employees paid and what was to be

reimbursed..  Chief Hecker advised that he paid 20% plus the 7% interest.  Mr. Jobert wanted to make sure to clarify this as he didn’t think he had indicated that in the motion.  Chief Hecker indicated he was made whole for whatever he paid minus the 7% interest.

Ms. Arnold questioned that the as Zenith now has the information to add in the Katrina
 payroll, both employee and employer contributions to add into their computer system, it
 will change the actuarial calculations.  Mr. Williams indicated that it will be a significant
 amount; that is why it was to the employees’ benefit to buy it.  Those calculations will
 need to be looked at.

11. Chief Hecker indicated that Mr. Conefry’s 5-year study was put under old business but it had already been discussed .  The Trustees agreed that Mr. Conefry should proceed with the 5-year study.  

The following motion was made by Mr. Williams and seconded by Mr. Jobert:

MOTION:
Mr. Conefry is authorized to do the study using as much data as he can gather.



Motion passed unanimously.

12. Chief Hecker referred to the information on the tax discount for the health coverage sent out by Mr. Roche (Exhibit II).  This refers only to retired public safety officers.  In order for it to be effective, the insurance premium must be paid through the Retirement System.  That would mean the premium being withheld from the pension benefits.  This would be optional for each retiree.  Ms. Arnold indicated that a W-4 form is given to each retiree. Argent has indicated that they can arrange for the deduction to be made. This would make the first $3000 non taxable.  This matter needs to be discussed with the Port as it will be a change in the way business is being done. Mr. James Randall agreed to contact the Port to see if they will agree to have Argent pay the retiree insurance premiums.

13. James Randall brought up the fact that he had not received a monthly statement from Argent since December.  They are supposed to send out a monthly statement showing what has been paid plus the deductions in lieu of a check.  There was mention at the last meeting of their changing computer system.  Mr. Randall indicated as far as he knew only he and  his wife’s had not received statements.  He had not been contacted by any other retirees and they normally let him know if there is a problem.  It was decided that Chief Hecker would call Mr. McGehee at Argent Bank and Mr. Randall would e-mail him.

14. The question was posed as to who kept the minutes for the Trustee meetings.  Chief Hecker indicated he had the minutes in his office.  Ms. Arnold advised that Zenith usually keeps the minutes.  Chief Hecker advised he would send over any old minutes he had, which probably went back to 1995.

15. Chief Hecker discussed scheduling the next meeting.  Mr. Jobert would need tentative dates to give to potential sponsors.  After much discussion, tentative dates of Tuesday, April 14th, Tuesday, April 21st, and possibly Friday, April 17th.

The following motion was made by Mr. Jobert and seconded by Mr. Miller:


MOTION: 
To adjourn the meeting at 12:25 p.m.




Motion passed unanimously.
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