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HARBOR POLICE RETIREMENT SYSTEM BOARD OF TRUSTEES MEETING

APRIL 17, 2009
Held At

MORTON’S STEAKHOUSE
ONE CANAL PLACE, 365 CANAL ST., NEW ORLEANS, LA 
TRUSTEES PRESENT:



TRUSTEES ABSENT:
Robert Hecker





Benny Harris 
Steven Dorsey

Frank Jobert, Jr.

Clay Miller

Kelvin Randall

James C. Randall

Mark Williams







OTHERS PRESENT:
Linda Stern of Zenith Administrators; R. Randall Roche, Attorney 
1. Chief Hecker called the meeting to order at 10:10 a.m. and it was determined that there was a quorum present.
2.  
Chief Hecker presented the minutes of the 3/6/09 prepared by Linda Stern for approval.  Discussion on Page 9 of the minutes. The word “the” should be removed in the sentence “Ms. Arnold questioned that the as Zenith”.  Ms. Stern advised this would be taken care of.
Due to placing a call to Ronnie Partain of Consulting Service Group, it was decided to table approval of the minutes until the call was completed.

3. Conference call to Ronnie Partain with Consulting Service Group

Mr. Partain advised that his remarks centered on the monthly report sent to the Trustees.  Overall returns for March 2009 were good for most asset classes.  Equities for the month were up about 7-8% for the overall market.  The S&P was up 8.8%, the Fund’s equity managers were up 6.2% for the month, and for the quarter were down about 6.8% while the overall market was about -11%. For the fiscal year to date, the Fund’s equity managers were down 44%, with the S&P  about -36.5%. In 9/03 The Fund’s equity portfolios annualized was down 13% which was in line with the S&P 500.  Going back 5 years, the Fund has a -2.5% return which was significantly better than S&P -4.8%.  

In the equity portion of the portfolio over the last quarter, Aletheia was down 6.2%, the market was down -4.1%.  Aletheia’s portfolio is positioned with energy stocks, material and mining stocks, and gold stocks.   Energy stocks had a nice month, up 4%, but not what was seen in other parts of the market.  Gold and technology have both done well.

Thornburg outperformed the index for the last quarter and fiscal year, but were trailing previously.   WCM has outperformed across the board as well.

Under the fixed income portfolio, the combined fixed income managers had a return of up 2% for the month.  They have outperformed the Barclay’s Capital Aggregate Index.  Fixed income seems to have been the best place to be in the long run.  Treasury bonds perform well in this environment.

Mr. Jobert discussed that the Fund gave Commonwealth $750,000 when they were initially hired.  The report shows there is $717,000 in the account now, and is stating a 7.1% positive return since inception.  He asked Mr. Partain to explain why there was less than $750,000 in this account.  Mr. Partain asked an associate to pull up records on this matter.   
Mr. Partain further advised that PIMCO continues to outperform the market.

Orleans, who was hired at the first part of the year, is outperforming their index.  

Golden Tree continues to do a good job in a difficult environment for high yield bonds.  For the quarter, they were up 6.3% compared to the index at up 5.3%.  There is more risk involved , but more return potential.  
The decision to move money at the beginning of the year from equity to fixed income by hiring Orleans has paid off.  Orleans is down 4% but the equity markets are down 11-13% for the same period.  

The Fund’s relatively low allocation to equities has helped in this environment.  
Ironwood returned 2.6% for the quarter.  They were down 26% during the last year.
The overall alternative managers are up.  They are up 1.5% for the quarter.  They are outperforming the index.  

In total, the Fund is up 2%, but down 80 basis points for the quarter.  Most managers are outperforming since inception and continue to work well for the Fund.

Mr. Jobert asked Mr. Partain if he expected Commonwealth to be helped with the government buy-backs, etc of securities and shoring up.  Mr. Partain discussed that he thinks should consider asking Commonwealth to report at a future meeting.  Commonwealth advised him that they are anticipating double digit returns.  .
Chief Hecker questioned the status of correction of information in CSG released by the DOL.  The last document he received was dated 3/9/09, which indicated the DOL needed to correct the information in their release.
Mr. Partain advised that there were a number of inaccuracies in the release and CSG felt compelled to have this corrected.  At one point there was only one person, Joe Meals, handling compliance.  Several years ago CSG hired a large compliance team, including an attorney.  The problem was that CSG had made a mistake in coding of the plans.  When the CSG compliance team found this mistake, it was brought to the attention of the DOL.  CSG wrote a check to the company on which the error was made and cleared up the matter.  But the DOL did impose the minimum fine on CSG of 10% of the error.  The DOL has made a partial correction on the release.  There remain some minor errors, but the main problem was resolved.  
Chief Hecker read from the minutes of the last meeting after a conference call with Mr. Partain, it was discussed having an asset allocation done.  Chief Hecker asked Mr. Partain if he could get assistance from Mr. Conefry.  Mr Partain indicated that generally he needs to get information from Mr. Conefry to affirm the current asset allocation. Mr. Partain advised that this could be done but they talk with the committee quarterly to discuss asset allocation and make adjustments necessary.  Asset allocation done a year ago would not be beneficial as things have changed so much. So advice provided to the Trustees is based on the current environment. When markets improve, they will recommend moving back into equity.  
Mr. Partain sent Chief Hecker the Trading Services Group and the Client Investment Services Agreement for his signature.  Mr. Roche had reviewed and approved those documents.  
Curtis Williams advised that the market value of Commonwealth may not be correct on the CSG spreadsheet. He will review and advise Chief Hecker.  The problem could be with the $400,000 invested on 6/1 having a 29.66% return, and the deposit of $350,000 on 7/1/08 had -48 basis points.  Timing of contributions seems to be the explanation. 

Chief Hecker advised they would try to schedule a meeting in mid-June to co-ordinate with Mr. Partain’s schedule. 
Ended call with CSG.

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

MOTION:
To accept the report from CSG.as presented.


Motion Passed Unanimously

The meeting was recessed for lunch at 12:00 noon.
During lunch presentations on REITS were made by Jeff Namendorf with Dividend Capital and Jeff Marchiorlatti with KBS Capital
Meeting reconvened at 1:00 p.m.

Mr. Benny Harris joined the meeting at this time.

     4.
Continued discussion on the 4/17/09 minutes.

Some Trustees preferred the long version versus the shorter version presented at the previous meeting.  It was agreed that the longer version was nice as it refreshed their memory on what was discussed.

Discussion as to whether CSG was at the 3/6/09 meeting. Chief Hecker advised they were at the 2/17/09 meeting.  He further discussed that the date of the next Board meeting would depend on the availability of Mr. Partain and the review by the Board of questions for the Attorney General.  
Chief Hecker advised he was still waiting for a motion on the minutes.  Mr. Roche indicated he felt they were too wordy.  Chief Hecker said he agreed that they could be shortened some.  Ms. Stern indicated she was trying to reach a happy medium on what the Trustees wanted. 

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

MOTION: 
To accept the Minutes of the 4/17/09 as written.



Motion passed unanimously.

5.
Report on Statute and Attorney General Questions from Mark Williams and Randy Roche.
Mr. Williams and Mr. Roche met to discuss the issues that Mr. Williams had done to date, about 40.  The list was just sent to Mr. Roche last week and it will take a little time for him to get ready for the review by the Board.  Mr. Williams advised that he still has papers of all the reviews by the CPA and Mike Conefry that he still needs to be done.  It will take him about 2 to 3 weeks to complete.  
James Randall said he was confused how all these errors occurred.  Each year there are audits done for the Board and how did all these errors get by them.  Mr. Williams advised that they are not looking for this type of errors.  The auditors are preparing financial statement audit and are looking for material errors that amount to $100,000 or $250,000 to the whole financial statements.  He is disappointed that this has been going on and no one caught it.  Mr. Randall said even now our audit has been going on a year and half and they are still auditing the system and there was an error in 2008.  
Mr. Williams discussed that there are some issues with the statutes as some are unclear statutes.  Another area is the fiduciary calculations and contributions that the port should be making. The language in that part of the statute is very outdated, and Mr. Conefry alluded to that previously. 
Statute calls for an analysis of actuarial experience at least once every 5 years and confirmation of actuarial assumptions of the Plan, which Mr. Conefry was instructed to do at the last meeting.  All his calculations are based on current payoff information.  Other funds stretch the payoff over 30 years which lowers the employer contribution.  He has not done that, but did mention that he would factor down the percentage a couple of percent.  There are many factors which can make a difference.  

Mr. Roche indicated he is trying to organize the questions and issues to present to the AG.  

Chief Hecker indicated that end result will be to make the final corrections in the payments to the retirees.  If a retiree has been paid too much or overpaid, the AG will advise the direction they recommend in correcting this.  
Chief Hecker feels that just as disclosure to Trustees the questions for the Attorney General should be sent to all the Trustees for review.  The Trustee should be provided with the questions at least 2 weeks prior to the next meeting. 

Chief Hecker instructed Mr. Williams to send out the questions to the Board members as soon as he is finished so that they can be reviewed.  The next Board meeting should be at least  2 weeks after the Trustees receive the questions from Mr. Williams.
Mr. Roche indicated after the answers are received, it must be determined which statutes will need to be changed in the following session.  This probably won’t be until the 2010 session.  And it will also give an opportunity to finalize the requalification with the IRS.  
Chief Hecker felt that this was just for information and a motion not required.

6. Report by Randy Roche

A.  Chief Hecker asked Mr. Roche if the Ethics forms are online to be completed by the Trustees before 5/15/09.  Mr. Roche advised he had e-mailed it to the Trustees and had handed out a list at the meeting that has a list of the websites on that page.  Each Trustee should keep a copy for themselves.  There is a $50 per day fine for not completing the forms on time. Mr. Roche will keep the Trustees informed of any fines that are being levied for non-compliance.    

B.  Mr. Roche indicates there is a joint committee of the House and Senate meeting where they are reviewing all the facts and figures of all the retirement funds.  They do this every year but this Fund has never participated in the past.  They want all plans to complete this.  Zenith can fill it out with help from Mr. Conefry and Mr. Roche.  It is called a General Information Form.  This will be sent back to both the House and Senate Retirement Committees.  Mr. Roche will e-mail it to Ms. Stern as it can’t be completed on line.  

7. Letter to the Board of Commissioners requesting payment to the HPRS Fund
Chief Hecker advised that Mr. Roche looked at the draft and made one minor change.  He will send the letter out this week along with Mike Conefry’s valuation.

8. Update on Dow Jones Study from Frank Jobert.

Mr. Jobert distributed a handout which is attached as Exhibit I.   He referred to the cover letter from Cheryl Daniels, sent along with the Analysis in which she indicates that Dow Jones is working closely with CSG on this matter and that Joe Meals agrees The Dow Jones Total Stock Index is the correct index to be used as the performance measure. 
Mr. Jobert referred to Page 3 of the Analysis which indicates that Sandy River recommends using the Dow Jones U.S. Total Stock Market Index to benchmark the US equity asset class and the Dow Jones Global ex-US Total Stock Market Index to benchmark the foreign equity asset class.  They also recommend changing the performance benchmark for Thornburg to the Dow Jones Global ex-US Large Cap Total Stock Market Index.  They do not recommend changing the benchmarks for Dreman or Aletheia.
Mr. Jobert also referred to Pages 7 and 8 on which is indicated there is no cost to changing the asset class benchmark and that Dow Jones provides index information free of charge to plans and consultants.  Therefore, it should make no difference to the money managers which index they use.

Mr. Jobert recommends that the Trustees accept the recommendations of Dow Jones subject to verification by Joe Meals or Ronnie Partain with CSG that there will be no cost to the Fund.  There was discussion about repercussions of not agreeing with the recommendation from money managers.  Mr. Jobert indicated  that the money managers should utilize the index the Trustees advise them to use.
The following motion was made by Frank Jobert and seconded by Clay Miller:

MOTION:
To approve the Dow Jones U.S. Total Stock Market Index to benchmark the US equity asset class and the Dow Jones Global ex-U.S. Total Stock Market Index to benchmark the foreign equity asset class, subject to verification with CSG that there is no charge to the Fund or the consultant.


Motion Passed Unanimously

Mr. Jobert verified that he would e-mail the Trustees after he speaks with CSG
about the above motion..

9. Update on DROP Calculation 

Ms. Stern advised that Zenith can provide the calculations for those on DROP.  There will be no regular statement sent out, but the members can request a statement.  A footnote would be added to the statement advising that the figures being given will be subject to change based on the outcome of the ongoing audit.

10. Update on $3000 Tax Deferred Amount for Retiree Hospitalization

Chief Hecker asked James Randall for an update on the Tax Deferred benefit for the retiree hospitalization.  Mr. Randall advised he had been unable to get any information from the Port due to privacy issues.  He advised he will be sending a letter to each retiree requesting information on their health insurance. Some retirees may not have insurance through the Port.  He questioned if Argent would have to send checks to each of the involved insurance companies to pay premiums for every retiree.  

Mr. Roche indicated that it would all have to be coordinated through the Port.  He will work with Mr. Randall on a letter and form to be sent to the retirees.  Any retiree who has a private insurance policy will need to send the form to his insurance company to bill the Harbor Police Retirement System through the Port.  They will in turn notify Argent that the payment is to be deducted from the pensioner’s monthly benefit and sent to the insurance company.  In instances where the retiree has coverage through the Port, Argent will send the check to the Port.  

11. Asset Study for the Harbor Police Retirement System.

Chief Hecker advised that Ron Partain has agreed to start the process with Mike Conefry.

12. Evaluation of Consultants
Chief Hecker advised that the Trustees had agreed a while back to evaluate and possibly do RFP’s on all contracted services every 5 years.  This was done on the custodian within the last year or so.  As Mike Conefry and CSG are at the 5 year mark, the process should be delayed.  Considering the ongoing work with CSG, an RFP for their services should be delaying.  He suggested the Board consider interviewing anyone interested in these two positions as this has already been done with Zenith.  

Chief Hecker indicated this will be put on the agenda for the July Board meeting.  
13. Consideration of Real Estate Managers

Mr. Jobert asked if the Trustees want to continue looking at real estate managers.  
The Trustees should look at preservation of principal, need to preserve capital.  And have a steady cash flow and hopefully at the end of 5-7 years investment hopefully have a 15-17% return depending on market conditions.  If the Trustees agree, he can have CSG look at these two and possibly make other recommendations.
Chief Hecker indicated CSG should be given the information provided by these two managers and that they have indicated that the Fund could be getting a 6-6.5% return with a minor investment. CSG should be able to make a recommendation, even bring in other firms to look at.  CSG should provide their opinion and recommendation to the Trustees prior to the next Board meeting so a decision can be made at that meeting.  

14. Additional pay to Randy Roche
Chief Hecker advised the Trustees had authorized a payment plan for Mr. Roche for the work he will be doing on the taxes, the audit, and the AG letters.  The payment would be comparable to the $2500 that he was previously paid for the legislative package.  If it goes beyond this, it will be reviewed by the Board and addition payment may be considered.  He has instructed Mr. Roche to send him an invoice for the $2500 for this project.

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

MOTION:
To adjourn the meeting at 1:05 p.m.



MOTION PASSED UNANIMOUSLY.
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