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HARBOR POLICE RETIREMENT SYSTEM
BOARD OF TRUSTEES  SPECIAL MEETING
JUNE 18, 2010
HELD AT HARBOR POLICE HEADQUARTERS

POLICE ACADEMY CLASSROOM – 1ST FLOOR
TRUSTEES PRESENT:


Robert Hecker, Chairman


James C. Randall
Steve Dorsey




Kelvin Randall

Benny Harris




Clay Miller

Frank Jobert, Jr.



Mark Williams

ALSO PRESENT:
R. Randall Roche, Attorney; Mike Conefry of Conefry & Conefry; Linda Stern of Zenith Administrators; Becky Hammond of Silva Gurtner & Abney.
1. Chief Hecker called the meeting to order at 9:35 and it was determined that there was a quorum present.
2. There were no minutes to be reviewed as this was an emergency meeting.  Outstanding minutes will be reviewed at the next scheduled meeting.
3. Presentation of Audit Results: Including Converting Leave Time to Years, and a Plan of Action on the Audit Results – Mike Conefry and Becky Hammond
Chief Hecker indicated an audit was begun in August 2007, about three years ago.  Becky Hammond has been working on it from the outset.  The Board asked Mike Conefry to become involved when the plan was discussed with the Attorney General’s office.  Chief Hecker said the reason for this meeting was to have them present an up-to-date report.  
Mr. Conefry said  that Chief Hecker, Ms. Hammond, Mr. Roche met May 20, 2010 at the Zenith office.  There were certain issues that needed to clarified, including the number of hours to be used in converting sick and annual leave.  At that meeting it was decided that the spreadsheet should be adjusted for a number of issues and Mr. Conefry has revised the listings as a result of this new spreadsheet.  Item C and D are the ones that changed.  It was determined that up to a certain point, the calculations used 2000 hours consistently.  Then somewhere along the way 2088 began being used.  Then in 2008 the Board interceded and declared that 2080 hours should be used from that date forward.  At the May 20 meeting it was discussed and decided that there was nothing particularly wrong with using 2000 hours or 2080 hours.  The point was to be consistent.  Since for many years 2000 hours was used consistently as the way to convert, it was not necessary to correct, and was to be confirmed by the Board.

Chief Hecker passed out a copy of the minutes from March 12, 2008.  The only thing he could find that the Board officially made absolute determination that 2080 would be used to convert the hours to years was on page 11, converting leave time to years.  It was his opinion that anything prior to that wasn’t necessarily a mistake, it was just what was used until they officially made the change on March 12, 2008.   

Mr Jobert asked if there was only 8 hours difference instead of what the agenda shows, 2000 vs 2080.  Chief Hecker indicated that was only an 8 hour difference.  However, Ms. Williams made one other change other than those two.  Mr. Conefry advised that 2000 seemed to be used consistently all the way back.  Ms. Hammond verified that was up until about 2005 or so.  Then in 2006, the 2088 hours began popping up. Mr. Conefry remembers that when he checked the calculation that Ms. Williams had done, he had questioned why 2088 was being used.  She said it was because Mr. Roche had told her to do so.  That started the ball rolling and ultimately led to the minutes Chief Hecker just handed out where the Board of Trustees corrected her and said she should use 2080 instead of 2088.  The point of this was to be consistent.  Up until the time Ms. Williams started using the 2088, sometime around 2004 or 2005, the 2000 hours was consistently used.  At the May 20 meeting it was decided to change the spreadsheet, and there was no reason to correct errors that weren’t really errors.  It was what was generally accepted by the system and it was used consistently all those years.  So the spreadsheet was changed to remove those corrections on any that were based on 2000 hours.  Retroactively changing it to 2080 was unnecessary.  That was the main change made.  There were also two deaths in the list of active retirees receiving benefits.  That has been changed.  He has provided a revised list of differences.  He has also provided a list with dates, date of hire, date of birth, date of retirement, date entered DROP, date of rehire, whatever. 

At the April 1 meeting, Mr. Conefry had a memorandum suggesting that the list be divided into different groups of people, and addressed by the urgency of each group.  There were two groups of people drawing benefits; one with no questions at all, and others with questions that need to be resolved.  The DROP people are not really an issue, except for Casey Adams.  He has a minor change.  Mr. Conefry did his DROP calculation based on the benefit carried on the books.  There is a difference of $15.22 per month from what he is currently receiving.   That is the update.  What there is yet to do is resolve some of the issues.  He asked Ms. Hammond to discuss the sick leave and DROP people.

Ms. Hammond said one of issues from October 2008 was the issue of when somebody is in DROP which includes their annual and sick leave calculation, and if they accrue additional annual and sick leave during that DROP period, some of the calculations were re-done at the end of DROP to take that additional leave into account.  Originally it was thought that recalculation had to be done because it was not legal for the Port to make them lose that additional leave.  She had just gotten an e-mail from Chief Hecker yesterday saying that there is more clarification in the statutes now with that issue.

Chief Hecker indicated that as of July 2008 they are compensated in one of two ways for their existing leave that they gain during DROP.  They have several options.  They can use none, a portion, or all when they go into DROP; whatever they gain during DROP they can use to recalculate an additional benefit or request an actuarial sum of a one-time payment.  So they are compensated after 2008 for the leave that they accumulate during DROP.  Mr. Roche verified this.

Ms. Hammond said on that matter, she just needs to revisit those people that would affect and make sure that was done correctly.  Chief Hecker said the only ones who left since 2008 was Linda St. Cyr and Casey Adams.  Ms. Hammond wanted to clarify.  Prior to that, are they working off the rule that it would stay at what they were at the beginning of DROP and there would be no recalculation?  Chief Hecker advised that was correct.  There was no mechanism to pay them.  He sent everyone a notice that he got from HR Department saying that Civil Service agreed that they didn’t have to be paid for leave when they left.  Ms. Hammond said some of them were either originally recalculated by the Plan, or she recalculated them when they were doing all of the auditing.  So she wanted to revisit on those people.  If she has recalculated them, she will need to go back to what was in the files originally.  So she will have to recheck those.  That’s why she wanted clarification on that so that she would know which way to go with it.  Chief Hecker said that’s the way he interprets the statute.  He asked Mr. Roche if that was his interpretation.  Mr. Roche said the new statute is clear.  Before that, if you hadn’t used your leave, you lost it.  Ms. Hammond wanted to clarify that before the statute change, it should be what it was at the beginning of DROP, unless they use more.  In that case it would need to be recalculated because they over-used.  But in the case where they have more leave than the original, they just lose it because they knew what they had and should have used it.  Chief Hecker agreed with that.  Ms Hammond said beginning in 2008 there is something on the books and they could make a choice.  Chief Hecker verified that was correct.

Mr. Williams said Personnel told him and Ms. Hammond that to use it or lose it was illegal early on in the investigation.  If you look at the assumptions pages from Ms. Hammond, it shows that the Board would have to pay those people if they would lose it.  Then Personnel sent Chief Hecker an e-mail that Civil Service said it was not illegal.  That’s the way it was and everyone knew when they made their choice.  That’s an assumption that needs to be changed as it is not illegal anymore.  He said there are probably about half a dozen people. 
Mr. Conefry asked Ms. Hammond if that was one of the letter codes she used.  Are any of these in that first group of 30?  Mr. Williams indicated there were several of them.  Chief Hecker asked if he was looking at who did the DROP in that first group of 30 people?  Mr. Conefry said he was wondering if the issue being discussed would change the results on any of them.  

Mr. Williams said it would change for James Randall, who was in the DROP; he couldn’t remember them all.  Chief Hecker said since they were discussing Mr. Randall, he asked Ms. Hammond if when she did his new calculations, did she include existing leave he had on the books.  Chief Hecker said he didn’t know Ms. Hammond used their existing leave to come up with the new benefit.  He thought she kept that out.  Ms. Hammond said his leave at the end of DROP was more.  His original number of hours at the beginning of DROP in total was 3514 hours.  At the end of DROP he had 4162 hours.  The 4162 is what was used in the recalculation.  That’s what she was told to do with that time because of this issue.  That’s why it’s on the questions list because she wasn’t sure if that was the right way to go and she needed more guidance from the Board.  Mr. Randall asked what happened to the 300 additional hours they paid him at the time of retirement.  Mr. Conefry indicated it was in the calculation.  Mr. Randall indicated that was not.  Ms. Hammond said what she had was the leave accrued after the 
beginning of DROP.  She said that was also included in there as well.  There was an additional letter code for that.  Chief Hecker said he was getting credit for the 300 hours extra that was taken from him. So that’s back into his calculation.  He’s going to be paid for that.  Ms. Hammond said in fact his difference was the 300 extra hours plus whatever he went over during DROP as far as this calculation.  And we’re saying that’s not what needed to be done.  They need to take whatever it was at the beginning of DROP and fix the 300 hour issue and stop there.  Chief Hecker said that was correct.  Mr. Conefry said the underpayment of $7926.91 would be reduced, would not be that large.  Mr. Williams said it would not wipe it out.  He said most of the big underpayments have to do with that issue.  

Ms. Hammond said a lot of the overpayments, where they owe the system back money, are because of the 2000 hour issue also.  Mr. Conefry said it would increase the underpayments a little and decrease the overpayments.  Mr. Williams asked Ms. Hammond if the majority of the people were paid the 2000 hours and she verified yes.  Mr. Williams said he looked at her corrections; she made 24 corrections to move from 2000 to 2080, and 3 corrections to move from 2088 to 2080, and 4 corrections for something else, some other number.  So that’s 31 corrections to move to 2080.  Ms. Hammond said you also have letter E, which is converting sick and annual leave using some other method.  That means they didn’t use 2080, 2088, or 2000.  Mr. Williams that’s the 4 he mentioned.  That makes 31.  Ms. Hammond said that’s about right.  A lot of the retirees were on disability or a survivor benefit and that made no difference in their benefit.  She did change it in the formula.  However, they either had no leave and nothing to convert, or they had leave but even with the new conversion it didn’t change the benefit percentage in the calculation because it was either a standard rate, or they maxed out or they were already at 100% because they had more than the number years of service without annual and sick leave.  There are a number of people that there was no error because it made no effect on their calculation originally compared to later. So while it may have applied to them, indirectly, it didn’t change the calculation.  Mr. Williams verified that what she was saying was that people were at 2080 (NOTE:  In reviewing the draft of minutes, Mr. Williams said he thinks he said 2000 hours as that is what it should have been, and asked that Ms. Stern check the tape.  She checked the tape and verified that 2080 was what was said.  However, as indicated by Mr. Williams, it should have been 2000) and didn’t need to be changed since it didn’t change their calculation anyway.  Ms. Hammond verified that was correct.  Ms. Hammond presented as an example, Pamela Lott.  She is on disability and gets 40% benefit.  She had 58 hours of annual leave and 20 hours of sick leave included in the calculation.  However, it didn’t make a difference.  It’s on there because if she had the information on that retiree, regardless of their status, she put them on there.  It was originally in the calculation at 2000 hours and she changed it to 2080.  But it won’t show up as a fee because that difference made no difference with the calculation.  She’s at 40% regardless how her leave is converted.  Mr. Williams asked if she knew how many people were affected.  She said she would have to check and get back with him.  

Mr. Williams said he would like to know the difference in the dollars.  This is a change that going forward will cost the system money.  If the actuary said the system is in crisis, and this is how the House committee sees the fund, he doesn’t think the Board wants to start essentially increasing benefits, at least until they have had a chance to look at the system.  Ms. Hammond said you aren’t increasing benefits.  With the change to 2080, you are actually decreasing their benefit from what it was originally calculated.  Mr. Williams asked if the errors they came up with increased that benefit.  The dollars they got on April 1 and the way it has been calculated 
recently has been 2080.  So they’re going back to 2000, which will cause an additional expense.  Mr. Conefry said they aren’t going back to 2000, you’re simply not departing from it.  2000 was done for many years.  So by using 2000, you’re not increasing benefits, just giving them what they had all along.  

Mr. Roche said the change took place March 12, 2008, and everything done before that was done at 2000 hours.  Mr. Williams said everything before that wasn’t done at 2000.  Mr. Roche asked if that wasn’t what the Board is resolving to do?  Mr. Williams said they are trying to decide if that was the way it was to be, but it wasn’t that way.  Mr. Conefry said some were done at 2088, and that’s the reason the Board decision is being made.  Mr. Williams said some were 2000, some 2080, some 2088, and some were something else.  There were 4 different scenarios.  That’s why Ms. Hammond’s sheet moves from 2000 to 2080, 2088 to 2080.  Others were using 2080.  Mr. Randall asked if the records show what hours she used?  Ms. Hammond said there was nothing to show why she used which hours.  But the records will show what she used.
Mr. Roche said what he was trying to figure out is why, if 2000 was the correct number before it was changed in 2008, at some time before that she changed it on her own without the Board approval.  Mr. Williams said not only Ms. Williams, but the actuaries who reviewed her work, approved several different rates.  Ms. Hammond said all the 2080 were once she got involved and she addressed the issue.  After that, Ms. Williams began calculating on 2080.  She said there was one in 2006 that was 2088, and she thinks several in 2007-2008 that were at 2088.  

Mr. Williams asked if there was something in writing that says 2000 is the rate they are supposed to use?  Chief Hecker advised this was used from the beginning of the calculations, sort of the standard rate until it was officially changed.  Ms. Hammond said from 1973, definitely in the 70’s and 80’s, every one of them were consistently 2000.  It wasn’t until Ms. Williams got involved that she started having errors in conversion, then 2088 cropped up in the mid-2000’s.  Chief Hecker said he feels it would be safe to say that 2000 was the standard rate until they officially went to 2080 in 2008.  Anything done other than 2000 could be classified as an error because she wasn’t officially told to do anything other than 2000 until 2008.  Ms. Hammond indicated that would be her recommendation.  

Mr. Williams said he would just like to know what the dollar differences are.  Chief Hecker said regardless of what the dollar differences are, the Board must make a decision on if Ms. Williams used something other than 2000 prior to the official change in 2008, how do they want to go forward with the official date of change.  Is the Board ok with saying that March 2008 is the official date of change to 2080, as that is what the minutes say?  Mr. Williams asked if this made a difference.  Chief Hecker replied that it would just make a difference as far as the official change of when it went to 2080 hours so they could declare anything prior to that as an error.  Mr. Williams asked when the first time something other than 2000 hours was used.  Ms. Hammond said it was sometime in the mid-to-late-2000’s.  

Chief Hecker said in the interest of time, there were two inquiries.  One is if they used consistently 2000 up until 2008, who would that effect, the cost involved, the number of people and who those people are.  The other thing is does the Board want to officially classify March 12, 2008, which the minutes reflect, as the point forward for the 2080.  Mr. Williams asked if they are going to change it to 2080 at the March meeting?  Chief Hecker said that’s what the minutes reflect.  In March 2008, the Board will say that they will officially use 2080.  Mr. Williams wanted to clarify that from that date forward they are calculating at 2080, and on people before that date use 2000.  He misunderstood the discussion.  He has no problem with that.  Ms. Hammond advised that the first time anything besides 2000 was used was Kevin Newman in 2006.  So the issue is just a couple of people before 2008.  So anything before the March 2008 date will be adjusted to the 2000 hours.  Chief Hecker asked that a motion be made.

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

MOTION:
From March 2008 going forward, the calculation would officially be at 2080 hours; anything prior to that date would be at 2000 hours.                                  



MOTION PASSED UNANIMOUSLY

Chief Hecker passed the discussion back to Ms. Hammond as she had a couple of other issues that needed clarification.  Ms. Hammond said she thought the DROP issue was the only one that was across the board.  The others are specific to one person.  They are in a different group.  Some are in the deceased group.  And there is a group of four that have more complicated issues.  As Mr. Conefry had indicated they have broken them into groups where they can start attacking some of them.  If they can resolve the issues on the first group, they can move forward to the next group.  Chief Hecker said that was the purpose of today’s meeting to get a basic recommendation, based on all the data available, of what they feel is the appropriate way to move forward.  He would like to have it all completed before they adjourn so that next week they can send the Board a list of every final figure without any questions.  
Mr. Williams asked if Ms. Hammond or Mr. Conefry had looked at the statute provisions in effect when each person retired.  Ms. Hammond said she has the stat sheets and they had gone through a lot of that when they were going through the whole process.  Mr. Williams said he was when he was working with her and they had talked back and forth and had a lot of input on those that they knew were different.  But after he stopped, did either of them go through all those provisions to make sure the calculation for each person at that time was correct?  Mr. James Randall asked if he meant the percentage they were supposed to draw at that time.  Mr. Williams said that was one, but he meant all the provisions. Today’s statutes are different from what was in effect when Mr. Randall retired.  So he was asking if either Mr. Conefry or Ms. Hammond looked at all statutes.  Ms. Hammond said she had gone through a number of those issues she discussed with Mr. Williams, she had a copy of when certain major issues changes.  Like when the benefit percentage changed, she has that.  She made sure that when it changed from 2 ½% to 3%, etc, that people fell in line and were correct with that piece.  

Mr. Williams said when he saw something different, they looked it up and made those changes.  But he didn’t finish going through all those prior statute changes to see if they were the same as what the people retired under.  He said they are not.  He didn’t get to go through all the changes.  There are more that will affect these people.  For example, anyone who retired prior to 1987, annual leave was not convertible to service time, only sick leave.  All he has is a list of all the changes when he stopped in October.  He understood that Mr. Conefry would check the CPA’s work.  He may have been wrong, but that’s what he thought and he stopped.  He has a list of all the changes.  When he saw the report in April that said Mr. Conefry didn’t check the CPA’s work, it was his understanding that it was the Trustees’ responsibility to make sure the CPAs got the statutes right.  It wasn’t the CPA’s responsibility to audit all the statute provisions.  The Trustees were supposed to tell the CPAs what they were supposed to do.  Ms. Hammond said all those assumptions the Trustees have to tell her; she can’t read the statute and determine for herself, they have to tell her.  

Mr. Conefry said he wanted to clear up the matter of dates.  Mr. Williams stopped in October 2008 and Mr. Conefry was given the project in October 2009.  Mr. Conefry said Mr. Williams didn’t stop because he was taking care of it.  Mr. Williams asked where he got the October 2008 date.  Mr. Conefry said that was the date on the memo when he stopped involving himself.  Mr. Williams said that wasn’t his memo.  Ms. Hammond said that was the date she stopped.  Mr. Williams said he stopped when Mr. Conefry was given the assignment in 2009.  Mr. Conefry said as he said in his memo, he didn’t audit the auditors.  Mr. Williams said that was fine, he didn’t have a problem with that.  But when he saw that, he realized that it hadn’t all been looked at for all the retirees.  He hadn’t finished the job.  Mr. Conefry may not have been in charge of that.  But it just told him that it hadn’t been done.

Mr. James Randall said when Ms. Williams calculated the benefits, she would know what the statutes indicated.  Mr. Williams said she should have.  Mr. Randall said whoever did it before her should have had the same knowledge.  The Trustees assumed they had that knowledge.  Mr. Williams advised that’s why there are more than 20 errors because that administrator messed up.  What Mr. Williams is saying is that there are more than don’t agree with the statute.  There are about 15 people who retired before 1987.  For those with annual leave, they are all in Ms. Hammond’s calculations because that’s the way she was told.  But the annual leave for those people are not includable in the calculations.  That’s only one item.  There are several.  

Chief Hecker asked Mr. Williams if his spot checks found that someone in 1987 was affected by the annual leave issue?  Mr. Williams said yes he did.  Chief Hecker asked if this was one that Ms. Williams calculated or her predecessor.  Mr. Conefry said she was with the firm that was administering at that time.  Mr. Williams said that particular change was in 1987.  There were about 15 people before 1987 who retired.  Not all of them had annual leave, and some of them had annual leave that wouldn’t matter because they were disability retirees.  So only those who got converted annual leave, and he thinks there were about 6 or 8, will need to be changed.  Mr. Jobert questioned if it was a statutory change in 1987 that allowed both types of leave.  Mr. Williams advised originally it was just sick leave; in 1987 annual leave came in.  He advised there are more like that.  That means that some of the things he told Ms. Hammond to use as
assumptions are wrong.  Because he didn’t know what the statutes said during some of those years.  For example, he thinks he told Ms. Hammond that COLA’s for DROP people prior to 1995 was correct.  It is not for that entire time frame.  It changed.  At some point COLA for pre-95 DROP people was not payable.  That benefit was added sometime between 1971 and 1995.  He didn’t get all the way through the statute analysis.  This is not from spot checking.  This was the analysis that he was going through to tell Ms. Hammond what it had to be audited against.  There are several things like that.  Mr. Jobert asked if he knew for a fact that prior to 1987 the person who was doing these calculations  was including both forms of leave?  Mr. Williams said they didn’t know that for a fact. 

Mr. James Randall said the statute said that only sick leave was included.  Shouldn’t the Human Resources people know not to include annual leave, only the sick leave, when it was sent to Ms. Williams?  Mr. Williams said they may have known and done it correctly.  He said what was calculated by Ms. Hammond, as she was told, included annual and sick leave   Mr. Randall said he knew Mr. Williams isn’t responsible for the hiring of Human Resources Managers, but shouldn’t they be knowledgeable about the statutes concerning retirement.  Mr. Williams said yes, and they may have done it right, and Ms. Williams may have done it right, but because it has been done differently in the calculations, that might be an error that’s not really an error.  Just like on the 2000 hours.  

Mr. Jobert asked Ms. Hammond if she could do a spot check and give them a quick review.  Ms. Hammond advised it is also reason H on the differences, did not include annual leave time. So at least the ones affected should be H.  Chief Hecker said the first one he sees is Melvin Hurd.  Ms. Hammond said she didn’t see it anywhere else.  Judy Renegar is a beneficiary.  Mr. Williams said there were only a couple in the first group.  Ms. Hammond said there are some that have annual leave that are retired.  Some that specifically say 0.  Mr. Williams said there were only 6 or 8.  Chief Hecker said before 1987 they shouldn’t have gotten credit for annual leave in the computation of their benefit.  Mr. Williams said it might have been done right then. But they have it set up so that they were being given the credit.  So they have to back it out.  What’s showing as an error now might not have been an error.  It may have been done right in those years.  Ms. Hammond said the prudent thing there is for her to look at their files again and double check.  If it was 0 when the original calculation was done, then she’ll know why it was 0, and she would just back it out.  Mr. Williams said he didn’t bring all that data with him, but it won’t be difficult to tell who those people are.  Chief Hecker questioned if this would have resulted in the retiree being given a higher benefit if they were given credit for leave they shouldn’t have gotten.  Mr. Williams said yes; so some of the monies they show being owed will be reduced because during the audit they were given credit for annual leave when they may have correctly not been given credit.  

Chief Hecker said that’s two issues that Mr. Williams has advised them on.  But he thinks the issue of the percent of the benefit, the 2 1/2% to 3%, they were in tune with that.  Ms. Hammond said that was something Mr. Williams and she had discussed and they had double checked dates to make sure everybody got changed at the right time.  Mr. Williams concurred with that.  Chief Hecker asked other than the leave matter, what other errors does she need to
check?  Mr. Williams said those were the across-the-board issues.  The other issues are more specific.  A lot of them are noted on the spreadsheet.  Some of the disability people got paid for 6 months benefits when they died, and some didn’t.  It could be that they didn’t have any beneficiaries, but they need to check that.  That could be a reason they didn’t get paid.  Chief Hecker asked how many people fall in that category.  Mr. Williams said only a couple.  

Mr. Williams said there is another issue.  They found that people who retired under Option 1 understood that to mean if they retire under that option and die soon after retirement, if they hadn’t gotten paid for employee contributions, their beneficiary would get the balance of that back.  Actually what the statute says is that if you die under Option 1 and haven’t received your annuity, that is what is paid.  He thinks they need some legal help on that as there is a significant difference.  Mr. Conefry said that is the archaic language that was put in there describing what the employee accumulated contributions is. It’s called the present value of the member’s annuity reserve.  When all it means is the accumulated employee contributions.  Mr. Williams said the present value of an employee’s benefit annuity is not his accumulated contributions.  Mr. Roche said that’s correct.  He said he didn’t have any way to resolve that issue.  If you look, Mr. Graves, who set up 95% of all retirement systems, put that very archaic language in all of them.  The reason he did that was that he was the only one who understood what he was doing.  He also made himself a member of most of the retirement systems.  He wasn’t a mean-hearted fellow, he was just looking out for himself.  The language is very archaic and doesn’t mean anything at all.  He thinks the LASERS has changed most of it out of their statutes, but it will be in most of all the other statutes.  It’s garbage language.  Mr. Williams agrees there is a lot of junk in this fund’s statutes, but this one says they are going to be paid the balance of their benefit annuity.  That’s a definable thing.  It’s not member’s contributions.  It’s something that needs to be changed to the way it’s been done.  He thinks there are several other provisions that need to be changed to reflect the way it’s been handled.  And they need to get someone to say that the Board doesn’t have to do what the statute says until it can be changed.  If they have to do what the statute says, they will owe those people a chunk of money.  He asked Mr. Conefry to correct him if he was wrong; if Mr. Conefry calculated the present value of future benefits, isn’t that the value of the annuity.  Mr. Conefry said yes, but the language in the statute (couple of people talking low, couldn’t understand what was being said).  Mr. Williams said Option 1 says “if he dies before he has received his member’s annuity as it was at the time of his retirement, the balance shall be paid to his legal representatives or such person as he shall nominate by written designation duly acknowledged and filed with the Board of Trustees.”   Mr. Conefry replied that member’s annuity was construed to mean the accumulated employee’s contributions, not the actuarial present value of the whole benefit that’s attributable to his contributions.  That’s the way it’s been interpreted.  Mr. Williams said he knows that’s how it’s been paid.  Mr. Conefry said it’s been interpreted that way, not just by this system, but by all the other systems also.  Mr. Williams said that’s not what the statute said, and asked if there is anything wrong with wanting to fix the statute.  Mr. Conefry said there is a lot else in the statute that isn’t right.   Mr. Williams said that’s what he’s trying to say.  Mr. Roche has said it is an archaic statute; there are a lot of things that are not clear, and a lot of things that the Board is not doing in accordance with the statute.  It needs to be changed to make the statute fit what the Board is doing.  

Mr. Conefry said he thinks maybe they need a legal opinion.  Mr. Williams indicated that’s what he was trying to say.  Mr. Roche said all he could tell him was that the benefits had been paid as described by Mr. Conefry.  What it says and the way it has been interpreted may be dissimilar, certainly not identical as they should have been.  But all the actuaries, including the legislative actuary, have interpreted the statutes to mean the way the benefits were calculated.  They all agreed it was archaic.  He said Mr. Williams doesn’t understand what a problem it is to correct a statute across the board as it affects all the systems, as there is always pushback from the various systems.  They think you are trying to do something to them.  An example of that, when they tried to put all the statutes under Title 11, there was pushback from every system because they thought we were going to mess with the equity of their systems.  All they were changing was just the numbers on the statutes, they thought they were going to change the body.  So it took 3 years to get that done.  Now everything is in one book where you can find it.  That’s the same problem you will encounter when you try to change the language for all the systems.  They just don’t want to work with you.  The LASERS did a good job of doing it on their own as they had some good attorneys.  But it took them many years to get it straight.  They didn’t do it all at one time.  Every time you changed something, you realized it changed something else that doesn’t relate to what you just changed.  Mr. Williams said he wasn’t suggesting they try to change everybody’s statutes.  Mr. Roche said he understands what he is saying, but when you change one section of your own law, it affects other sections of the law that you don’t realize you are affecting, it shows up later on.  That’s the reason the interpretation is a little different from exactly what the law says.  It’s not that people are trying to evade the statutes.  They are just trying to make it work.  You can’t say the law is screwed up, so we just can’t pay benefits until we can figure out how to fix it.  Ms. Hammond said that means the Board makes a prudent decision at that time and you move forward with the best way you can interpret it.  Mr. Roche agreed.  The Board has to administer the system, so they have to make some decisions as to how things are interpreted.  Mr. Conefry said some systems have a very extensive Plan Document with Rules and Regulations.  So even though their Plan is in the statute, they have this Plan Document that governs what they do.  They never go back to the language in the statute.  Mr. Roche said the Sheriffs do the same thing.  They have a notebook.  Every time they do an interpretation of the laws, they put down in writing what they decided.  This Board has nothing here that shows how things have been interpreted in the past.  Like the 2080 thing; until the Board made the actual motion in 2008, it was not written in stone how to pay it.  That’s part of the problem.  Chief Hecker said they could do what Ms. Hammond said, make the most prudent decision on what is available to them.  Mr. Roche said they need to make a motion on what the decisions are, have it in writing somewhere.  Ms. Hammond said you can then refer back and say this is how it was interpreted at that time, and that’s why these calculations are the way they are.  Mr. Williams said there are several like that.  Chief Hecker said they should try to deal with them one at a time.  Mr. Williams said he didn’t bring them with him.  He didn’t come with the intent of going point by point.  He doesn’t think the whole Board needs to hash through all that.  It won’t impact that many people. 

Mr. Williams said something else that might impact several is the survey.  It will impact all the disability people and the survivors.  Most of them are deceased.  But there are two disabilities in the first group, and he’s not sure how many survivors.  There are problems in that area.  That 
would involve survivors who have remarried, and/or children who have turned 18.  In those cases, the benefit changes or is eliminated.  The survey forms they have in house, some members have indicated they have remarried; some have indicated the children are over 18, but they are still getting paid as if they are unmarried and the children were under 18.  Those have to get fixed.  He doesn’t think those have been pointed out to Ms. Hammond.  They haven’t put out a new survey.  If you look at them, they say different things from year to year.  Ms. Williams, in most part, didn’t incorporate those changes into the benefits.  So they need the new survey to ask when the changes occurred.  Then those people have to be adjusted.  That’s the survivors and disability people.  On the disability people, if they had workmen’s compensation, social security, or any other earnings, it would impact their retirement by that amount of money up to a certain extent.  That has to come out of that survey.  There are several things.  He wants to get it done, once and for all, so that nothing will be changed afterwards.  He thinks there are some people that are ready to be paid right now.  But there are several issues that need to be worked through yet.  Mr. Jobert asked when the last survey was done.  That was about 3 years ago. But that survey didn’t ask all the right questions.  Ms. Hammond said it never asked for dates or dollar amounts.  Mr. Williams said some things it did ask for, they said they got married one year, and next year no.  Maybe they got divorced, but it wasn’t asked in a way that you would know.  Once you get married, your benefits go away.  So there are things that need to be done yet.  He doesn’t feel comfortable that they are ready yet to say those 32 are ready.  Some will be, but they need to go through the rest of the early statute things.  Chief Hecker asked if some of them, as far as he is concerned, are final, and no matter what the numbers, are assured won’t change?  Mr. Williams said he thinks there will be some like that.  Chief Hecker said he is saying will be.  He’s not saying that today he could pick out a group of them and say they are ready.  Mr. Williams said he couldn’t do that today because he hasn’t gone through the rest of those statute changes.  He’s most of the way through, but it could be speeded up if someone could spend days with him to do that.  Someone who isn’t working a full time job who could spend all day.  He thinks there are a few people who might be able to do that.  Mr. Roche said he could spend some time with him.  Mr. Williams said he would be a big help and they had talked about that a while back.  Mr. Roche said they did spend one day on it and got a lot done.  Mr. Williams said he thinks if they can spend a few days together, they can get all the way through the statute provisions, and identify which ones are completely free of possible changes, then pay them.  Then the ones that need the survey, get the survey out.  Then on the other ones where there is an issue, just address the issue.  Maybe they could come up with 5 or 6 points that the Board could adopt as that is what the policy going forward is going to be, then it will be settled.  It shouldn’t take that long to get those kind of things straightened.  It might take several days of Mr. Roche’s time.  

Mr. James Randall asked why they went into the audit 3 years ago if everybody knew, or Mr. Williams knew, that the statutes needed to be checked first before they asked the auditors or CPAs to come in to start working on something.  And he waits until the auditors come up with some numbers and he comes back 3 years later saying that the numbers might not be right because the statute says one thing.  Why wasn’t this done ahead of time, why didn’t he look at the statutes first.  Mr. Williams said he did.  Mr. Randall said they still haven’t resolved the statutes 3 years later.  Mr. Williams said it’s not a quick process dealing with the statutes.  
There have been a lot of changes in that statute, and in early years it wasn’t all in one place.  It took a lot of time to pull out the statutes.  And he just had not finished.  There are things that need to be done yet, and he just wants to get it done right.  He didn’t want anything to come back on the Board.  Mr. Randall said if he didn’t think anything could become any worse than it is, as far as he was concerned,  they could go along with the numbers they have, if they are satisfied with those numbers being correct.  Then if there were any statutory problems that come up as wrong, they can deal with that.  They have been dealing with the system since 1971 and the statutes have been incorrect most of the time since then   Mr. Williams said he wasn’t trying to hold up the benefits to fix the statute.  He is holding up the benefits until they know that they were correctly done in accordance with the way they interpret the statute.  

Mr. Williams used for an example, if the plan pays Mr. Randall $6000 and he doesn’t get any interest on it.  Then five months or year from now they say he owes them $4000 of that back plus interest.   He thinks that would upset him.  He doesn’t want to make that mistake. There are some people that are paid a lot of money.  He doesn’t want to cause them to pay money back with interest when the fund isn’t paying them interest.  He doesn’t think it will be a long time thing.  If Mr. Roche can spend some time with him, he thinks they can get through it. Other Trustees agreed he has a point.  

Mr. Jobert had a question.  He isn’t a lawyer but being around corrections system for 30 years, everything had a prescription period.  The only thing he knew of that didn’t prescribe was maybe murder or unlawful flight to avoid prosecution.  Those things keep running.  This is obviously a civil matter.  How far do you have to go back to make a correction on something that may or may not be significant?  What is the statute of limitations?  Mr. Roche replied if they erroneously deprived someone of their money, the Board said they want to make up any loss that was made, but they only care about recovering overpayments back 3 years.  So what he is referring to could affect how much money the fund owes somebody.  They are paying back all the money owed to pensioners more than 3 years.  Mr. Roche said if Mr. Williams had time free in the next two weeks, they can definitely do this.  They could be totally done before the end of July.  Mr. Williams said he would check his calendar.  Ms. Hammond said she could be free much of July to be available at the point when they are ready.  

Mr. Miller said there two questions.  Number one is do they want to get as close to 100% right as they can, yes or no.  If they do, do they want to advance it as quickly as possible?  Chief Hecker said that yes it needed to be completed as soon as possible, even if it cost to get it done.  Mr. James Randall said even if the Board knows there are statutes that needed to be changed, it couldn’t get done right now; they have to wait for the legislature.  Mr. Roche said he didn’t think they were talking about changing.  What they are talking about is just finding all the true errors, getting those corrected so that the correct benefit is being paid.  Ms Hammond said they also need to make sure that the assumptions they used in the calculations are correct according to the statutes.  Mr. Roche said then if they need to make any Board resolutions with respect to how things are treated in the future until such time as the actual statutes are changed, then they can do that.  Ms. Hammond said or even to make a Board resolution to say they are going to interpret this matter this way.

Chief Hecker asked if they are going to put this on a fast, but efficient, track to try to wind it up in the next 4-6 weeks, it was mentioned that the survey letters are going to determine some of these changes, how can survey letters be sent out and returned in this 6 week period.  Mr. Williams asked if Chief Hecker had done any thing since he said he would take care of that.  Chief Hecker said he was going to see how far Mr. Williams had gone with his, and if they want he can take it from there.  Mr. Roche said they can get the letters out by the first week of July, give them 30 days to get it back.  It should all be coming back the same time he and Mr. Williams are working on it.  

Mr. James Randall said it had last been sent about 3 years ago.  What questions does he need to put on the survey letter other than the ones that were on it before, are you still alive and receiving the benefit. He’s never seen one that asked a beneficiary if they had remarried.  Mr. Williams said that’s the problem.  Mr. Randall said it’s a simple question, are you re-married and are you receiving a benefit.  Mr. Williams said it’s not difficult.  Mr. Williams said it would probably be about a 10 page survey, this first one.  You have to give them room to answer the questions.  Did you get married, what was the date of your first marriage, have you had any earnings since you’ve been drawing disability retirement.  Someone asked what it mattered.  Mr. Williams replied if they had done any of these things, their retirement benefit changes.  Someone said he didn’t think they would get accurate answers, especially if they know they will lose their benefit.  Ms. Stern asked if the form is notarized.  Mr. Conefry said that only proves that’s their signature, not that what they say is true.  Mr. Williams said the Board will then have something that they have said and had notarized, that this is the earnings they say they have or haven’t had.  The Board would be safe in their payments according to that.  The Board won’t know if they are lying.

Mr. Jobert asked what would happen if they don’t send it back?  Is the Board prepared to cut their benefit off?  Mr. Williams said that’s what the survey has said.  Mr. Randall said he didn’t think it would take a 10 page letter to answer those questions.  Mr. Roche said the questions might not take up 10 pages, but you have to give them room to answer them.  Mr. Williams said you have 12 months in the year; you need 12 lines for each year, one for each month, as each month the earnings could change.  The question could be on one page, but the answer could be over 3 pages. 

Mr. Harris asked for clarification on the prescription.  You put a 3 year limit on paying for errors, etc.  What about a misinterpretation that occurred 8 years ago.  Is there a way to correct that?  Then going forward after you define the interpretation, how far back can you go and make the corrections.  Mr. Williams said he thought the Board wanted to make the corrections that caused a person to get shorted all the way back; then corrections that caused a person to get overpaid, 3 years back.  So if an error occurred 8 years ago, and it was an underpayment, they will fix it for all 8 years.  But if it was an overpayment, just the last 3 years.  

Mr. Roche said he thinks they can accomplish reviewing the statute fairly quickly.  Mr. Conefry asked if there was anything on the survey form that might cause the underpayments to change.  Mr. Roche said no, it would mostly affect the overpayments.  Mr. Conefry thinks maybe they 
should attack the underpayments first, as they just keep accumulating.  Mr. Conefry said he thinks that’s what the Board was concerned about. 

Chief Hecker gave a summary of what the Plan is:  Mr. Williams and Mr. Roche will finalize an official survey letter between the date of meeting and July 1 to be sent out, to be returned within the 30 day period.  It is to be notarized.  If it’s not returned, it could result in cessation of the benefit.  From this date forward, there will be a series of meetings between Mr. Williams and Mr. Roche and Ms. Hammond, if necessary, and Mr. Conefry will be on call for clarification purposes, to try and resolve the issues that Mr. Williams mentioned about matching up the statutes with specific benefits that have calculated thus far.  As Mr. Miller mentioned, they would like to get something as close to 100% completed document, hopefully within the next 4-6 weeks.  Everyone agreed that was the goal.
Ms. Hammond had a question.  With the survey, what if benefits have ceased because those people are deceased?  Can anything be done to address issues on their benefits?  She thinks some of the overpayments might affect somebody that remarried.  They saw it on their survey, but now they are deceased.  So a new survey won’t help.  She assumes they have to take those one by one and see what they can interpret.  

Mr. Jobert asked if they are sure they have correct addresses on file for everybody.  He thinks a lot of people may have relocated after Katrina and they may not have their new addresses.  Ms. Stern asked if he was referring to those currently drawing a benefit.  Mr. Jobert said for anyone they would be surveying.  Most people are having their checks direct deposited.  Chief Hecker asked if there wasn’t a mail-out through Argent recently.  Ms. Stern said she thought so.  She indicated there have only been a few change of addresses.  Mr. Randall said when they call him, he passes that along.  Chief Hecker said if they come back with address unknown, they would have to get with Argent to try to track them down.  

Mr. Roche said the Attorney General’s office does collections for LASERS.  If the fund has overpayments, they can use the Attorney General’s office.  Chief Hecker agrees that would be a good idea.  Mr. Roche said what happens when you try to collect money that is overpaid, or if  they have remarried or whatever they do and you find out and start sending them letters, they wear that phone out calling everybody they ever worked with, the Trustees, having people feeling sorry for them.  The Attorney General’s office is totally disconnected and don’t have a problem with it.

Mr. Dorsey said that this audit has gone on for 3 years or so.  A bunch of the retirees think they are owed a lot of money and others will deny that they owe the fund money.  Now the survey letters will be sent out.  Some of them are talking about suing the fund already.  Do the Trustees not think that adding a part saying if they don’t return the letter, their benefits will be cut off will make them angrier?  Especially if when they do that and then in a month or 6 weeks, the audit is still not finished.  Are they sure it will be finished in 6 weeks and it will be done.  If you send these threatening letters and they are already teed off, he thinks there will be some hell to pay.  Mr. Williams said if the letters are sent and are not returned, those people’s benefits can’t 
be resolved.  There’s no problem with those who send the letters back.  If you stop the payment of those who don’t send the letter back, they will probably call.  Mr. Jobert suggested maybe it should be a friendlier letter if it says may result in the suspension of your benefit.  Other Trustees said it should say will result in suspension of the benefit.  Mr. Jobert said he just thought it might take a little bit of the sting out to say may and would get the same message through.

Mr. Roche said he will do all that he can to make sure this is done before the end of July.  It has gone on way too long.  Mr. Williams said if they can spend several days together, he didn’t see why they couldn’t get it done.  Mr. Roche said it’s the members being hurt.  Whether they owe or are due additional benefits, they are just being hurt wondering what is going to happen to them.  Mr. Williams and Mr. Roche agreed they would get together after the meeting and plan when they can get together.

Chief Hecker said he wanted to take the opportunity to thank Mr. Conefry and Ms. Hammond for the time they have spent.  He knows it has been a lot of work.  It’s been a long journey, and he thinks he speaks for the whole Board that they appreciate what’s been done thus far. Once they get to the end, they will all be in a more satisfied mood.

       4.
New Business

A.  Mr. Jobert said he and Mr. Williams had traded e-mails, and the Trustees may have seen the copy of the one he sent out about the legislative audit coming up based on all that’s going on.  One of the things they will be covering is the actuarial portion of the system.  They may also be doing as Mr. Williams has said, a “full blown” or thorough audit that will encompass everything; policies, procedures, what they have and what they don’t have.  But if it’s going to be a financial audit as well, they have already hired Silva and Ms. Hammond to do that.  He wants to make sure that the Board isn’t going to pay for two audits.  There is a meeting scheduled for next Tuesday, everybody is supposed to get together.  If they don’t need to do an outside independent audit, because the legislative auditor is doing their audit, can they get on the same page to make sure that they don’t see two things that would be redundant and spending unnecessary money.  

Ms. Hammond suggested that the Trustees ask what the scope of their audit will be.  Normally when a legislative auditor comes in to do these things it’s a performance audit only.  They are trying to address the situation of how you manage the investments, all the issues that have been going on with interpreting, and all those things.  She thinks they do need to make sure to clarify and in the end ask if they will encompass the financial statement.  If so, they would actually be saying they are issuing an opinion.  They normally don’t do that unless they find issues in the performance audit; major problems, mismanagement, something really bad that would make them want to come in and take over the actual independent audit process for your annual audit.  

Mr. Jobert asked Ms. Hammond if they have to do this as the legislative auditor requires that there is annual financial auditor.  The Board hires an outside auditor because the legislative 
auditors can’t do them all themselves.  Ms. Hammond said they don’t have to do those procedures.  The Trustees have a full six months, although she thinks some of the issues in the past are in conjunction with the Port audit. There has to be some procedures done on the Harbor Police side so that the Port can get the Harbor Police numbers as the retirement plan is included in the disclosures for the Port. There are some things that have to be done from that perspective.  One year she doesn’t think they issued an opinion and did a lot of the work on the Harbor Police until closer to December.  They can postpone some of that until they are sure what the legislative auditor will be doing.  That way the system won’t be incurring expenses for duplicate work.  

Mr. Jobert asked to verify that the meeting on Tuesday was with the legislative auditor and the Trustees can outline what his role is going to be  Mr. Williams said he didn’t think he would have an answer at that time.  He will be doing some exploratory or question answering, and then he expects they’ll come back after that to let them know what they will do.  Mr. Jobert said if they are going to do the financial audit too since they will be here, would that necessitate Ms. Hammond having to do the fund’s audit?  At least not a full blown audit.  Mr. Williams said he thinks they will tell the Board if they are going to do that.  Mr. Roche and Ms. Hammond said they didn’t think they will be doing that.  They normally don’t want to get involved usually because they don’t have the resources.  They want to do performance audits and handle problems and not get into your normal every year kind of occurrences.  Mr. Jobert said he just wanted to make sure the fund didn’t pay for two things.  Mr. Roche said you generally don’t pay for that.  Mr. Conefry asked if you don’t have to pay them if they don’t find an audit?  Mr. Roche advised if they have to do the financial audit, they will charge for it.  Mr. Jobert said that’s what he wanted to know, if they charge for it or if it’s free.  Mr. Roche said they have a duty to do performance audit, that’s their job.  Mr. Jobert said if it’s free, ignore what he said.  Mr. Roche said not to think it will be free.  They will tell people what they should and shouldn’t do.  Mr. Jobert said he understands that, but he wanted to know if there will be a financial cost to the system.  Mr. Roche said there would be a cost but not to the system.  They will find the system underfunded, that’s the cost.  Mr. Jobert said that’s a given, he was just concerned about their billing for their hours of service.

Mr. Randall asked if the auditors from the legislature were coming in Tuesday?  Chief Hecker said the last page of the letter addressed to Gary LaGrange from Daryl Purpera, the second paragraph says while my staff has not yet developed specific audit objectives, they want to schedule an entrance conference to discuss various issues relating to the audit.  

Ms. Hammond said they will come in to get a lay of the land, see what it is they really need to focus on, and make sure to define exactly what their objectives are and then proceed with them.  Chief Hecker asked Ms. Hammond when you request an audit, what is the Board requesting this audit for, what are their objectives.  Mr. Roche said they are coming to see if the system is operated on a sound basis, in respect to if they have invested the money properly, is there a custodian who handles the money.  They will be looking at the relationship between the plan sponsor and the system.  There probably is a lack of any real relationship there.  There are two people on the Board who represent the Port, but there’s not a whole of communication between
the system and the Plan Sponsor, and that will be a fault that they find.  They will want to know why the system is so poorly funded.  That will be their biggest issue.  It’s like they say, be careful what you ask for.  It might not be nice because they might be pointing fingers. Someone asked who’ll they be pointing fingers at.  Mr. Roche said the system is who pays benefits. The other person asked who funds the system.  
Chief Hecker said he didn’t know if everyone looks at the audit the way Mr. Roche explained it.  He’s wondering if there are some people who think this is going to have some magic solution.  The reason he asked that is because they sent over the request to ratify the 1985 issue and that’s being held up because of the upcoming audit.  They have sent letters two years in a row saying the fund is underfunded because of the 13% cap and that’s being held up because of the upcoming audit.  Finally, as astounded as he was, the House bills that the Board unanimously voted for, one being 747, just to put everybody on board, the Port sent two people up to the legislature to oppose the passage of 747 because of the upcoming audit.  He didn’t know if the two had anything to do with one another.  Mr. Williams said it was just the funding.  Mr. Randall asked if that was an amendment to 747?  Chief Hecker said there was amendment put on it, but this was even after the amendment was agreed to be taken off.

Mr. Roche said they may look at it, insofar as benefit structure, but if they make any recommendations with respect to benefit structure, what will they be.  Well, they reduce benefits.  How are they reducing benefits for other systems.  They can get benefits later in life; people retire too early, that’s a common thought.  They will do away with DROP. They’re trying to do that this session.  They aren’t going to reduce the 3 1/3%.  They aren’t going to do anything to this system to accomplish what’s in other public safety systems because all the other systems will scream and holler.  The Fund has a lot of support out there, people who underhandedly or underground come to your aid.  The big thing to worry about is that you can’t draw a benefit until age 60, when it’s usually 50 or 55.  There may be some changes, but it’s not going to be anything that you don’t know about happening, it’s what’s going on the legislature.  

Nothing real serious other than the fact of money should be infused into the system.  Mr. Conefry and Mr. Roche talked to LASERS director and assistant director about new hires going into their system. They replied they didn’t want them, and will only take them if they can show there’s not a cost.  Mr. Conefry asked him to verify that they didn’t want the new hires.  Mr. Roche said that’s what they said. Mr. Williams said you have to show them there is no cost.  Mr. Roche said that would do no good.  They’re already in trouble and you would have to pay their contribution rate and that’s in the 20’s.  That would be the worst thing for this Plan as there would have no new blood coming in.

Mr. Jobert said Chief Hecker brought up an excellent point.  The Port has not ratified the 3-1/3%.  Look how many assumptions have been made based on that 3 1/3%, that may not be resolved by the end of July.  Mr. Roche said no matter what happens, there is no way the Port can sign that.  Mr. Jobert said we’re talking about fixing things, getting things the way they need to be, that’s a hell of an assumption they have to make.  They are using the 3 1/3% and if 
the Port hasn’t ratified it, is that a valid assumption?  Mr. Roche said since that’s what this fund has been doing and they would have to continue the same way.

Chief Hecker also read more of the letter: “please appoint a principal contact person to co-ordinate information gathering process”.  He asked Mr. Roche if he was under the impression there would be 2 people.  Mr. Roche replied that he would think there would be a point person with the Port and a point person with the retirement system.  Unless they are the same person.  Chief Hecker said they could bring that up at the meeting on Tuesday.  Mr. Jobert asked if Zenith was going to be at the meeting on Tuesday?  Chief Hecker indicated they couldn’t be.  Chief Hecker asked Mr. Williams if he would be there.  Mr. Roche said the records are at the Zenith office; what records does the Port have other than payroll and that kind of stuff.  So they would need to get information from the Zenith office.  Chief Hecker said the way he read the e-mail it was an open invitation to anyone associated with this system.  It will be at 2 pm at the Port Administration Building, 4th Floor.  He asked that anyone who wanted to attend, let him know.  Along with himself, he knew the following were attending: Mr. Williams, Mr. Roche, Mr. Jobert.  It wasn’t restricted to any of them.  It is to be the outset and open discussion.  He hopes they can get more details about going forward and he will send those out via e-mail to let everybody know what the plan is.  James Randall said he would try to attend the meeting.  

Ms. Hammond asked who has the files of deceased pensioners.  Ms. Stern advised they are at the Zenith office.  Ms. Hammond asked if they were still separated from the actives.  Ms. Stern advised they are.  Ms. Hammond said there will be some issues she will need to go back to the files to clarify once all the statute changes have been reviewed.

Chief Hecker said he wanted to elaborate on a point, especially with the experience of the past week.  Going back to the House bill, it appears that someone may have provided information that may have been an attempt to somewhat derail the House bill.  He would like to propose that, as a Board, they send a letter to the Plan sponsor, Mr. LaGrange, asking that he be open, and as a courtesy, to interview any of the Trustees that he chooses before making any critical decisions.  He feels he may be getting information from someone, not necessarily anyone in the Board meeting, that won’t allow him to make the most informed decision.  He thinks that will also help with the audit to show that there is an open line of communication.

Mr. Roche said he thinks that’s one of the problems that there is a disconnect between the Plan sponsor and the system.  It really shouldn’t be that way.  He can understand having disagreements over benefits or the cost of the Plan, but unless you can have open discussions, you can’t work through these things.  There can be pretentious discussions as Mr. Jobert has probably seen in dealing with administration, and the LASERS and the other state systems.  But they work things out.  That’s the only way you can work things out is to discuss them and see where each side is and come to a mid-point somewhere.  He’s never known of any real discussion between the Port and the system.

Mr. Williams said he has had discussion with management.  They know the 13% has to change.  They had been talking in the 20% range.  But they didn’t expect the legislature would take the
cap off.  Mr. Roche said they didn’t know either.  Mr. Williams said the Chair was not too open to them and he didn’t accept any of the Board’s changes.  The Board had supported that bill with 3 changes to make sure the Chief’s benefit would be established from day 1 with no more cost.  But the House committee Chair wouldn’t take those changes.  So they were left with the Bill the way it was originally drafted without any of the changes the Board put through.  Then everybody was surprised with the amendment the Committee Chair put through.  He threw out everybody else’s amendments and only put through his own.  

Mr. Conefry said that’s how many of the statutes got the way they are.  Mr. Roche said that’s the reason the constitution is so messed up.  Mr. Conefry said you draft language and give the changes to committee.  And by the time it becomes a law, you don’t recognize what you’re trying to do. 

Mr. Williams said his take in talking with the Port was that they didn’t have a problem with fixing the Chief’s benefit.  He communicated that it had already been calculated in the actuarial numbers and it wouldn’t change those numbers.  The payments had been made from the start; so it was no more money out of pocket for the Chief or the Port.  This was the best possible solution to resolve an issue without cost.  Mr. Conefry said he watched it and the Port representative opposed it.  Mr. Williams said he did because it had that amendment on it.  Mr. Conefry said even after that was taken off, they still opposed it.  Mr. Williams said he didn’t know about that.

Chief Hecker said that’s the point he wanted to make.  He’s not sure that Mr. LaGrange and Mr. Gallwey are getting the correct information.  Just as he said, the will of the Board was to do one thing and someone, apparently, telling them something to counter the wishes of this Board.  Whether it is coming from within or someone outside, all he asks is that, with the Board’s permission, to write a letter for them to please speak with some of the Trustees to get as much information as they can before making any critical decision.  That’s whether it affects him directly or not, it’s in the spirit of fairness to anybody.  He said he thinks it goes back to what Mr. Roche said, to have an open dialog.  He will include an open invitation for them to come sit in on the Board meetings to see the work the Board does on a year round basis to get this Fund healthy and do the right thing.  That they are all fiduciaries who take an oath of office.  Does the Board want to put in a motion, or to say it’s a good idea or a bad idea.

Mr. Roche said he thinks it would be nice for the Board to make a motion to try to improve communication, make better relations with management.  Kelvin Randall said it’s almost like it’s unofficial communication, where it should really be some official communication between the two Boards.  James Randall said he always thought the two Port’s representatives on the Harbor Police Board was communicating with management at the Port as to what was going on.  

Chief Hecker asked even it is, should it be limited to those two Trustees?  Maybe if it’s nothing regarding a particular motion or resolution, their idea may be different as night and day.  And if they only hear night, and not day, is that the proper way to make a decision.  Mr. Williams said 
he thinks communication should be opened to make sure they can feel free to come to the Board and get all the information they want.

Mr. Williams said he and Mr. Miller sit in on some meetings and at some point they are thrown out.  They are thrown out because they have fiduciary responsibility to the Board, so there could be a conflict of interest.  They are talking about things that might not be what they want to do as Trustees. He is keeping them well informed.  They seemed to be agreeable to a figure around 20%, and he had mentioned that Trustees had said they were looking at the possibility of going to 9%.  And they had talked about there might have to be some change in benefits for new hires; whatever it takes to make this thing work.  They were in the ballpark with that.  This amendment just threw them for a loop.  He had made the motion to support the Chief’s change.  In his mind, that was the best way to fix it, and the Port agreed.  To his knowledge they weren’t going to oppose it.  When that amendment got on there, they got stuck in a corner.  They aren’t opposed to going up; they just didn’t like it being open-ended, uncapped.  This Plan doesn’t work like LASERS.  They are paying theirs out over time.  The state is paying the current stuff.  The unfunded liability is like over 30 years.  They have several pools like that.  They’ve done that several times.  But this Plan only happens once a year.  Every year there is a new total, and this can cause it to go up and down.  That’s what is disruptive to them.  He thinks they fully realize they have to pay more money.  They are paying LASERS which is somewhere around 20%.  So the 13% is unreasonable.

Ms. Hammond said she does some audits of Charter schools and is seeing that the teachers’ retirement systems are all upwards of 20%, and have gone up another 1% in the last year.

Chief Hecker asked if this is something the legislative auditors will recommend?  Mr. Roche  said it may be. Mr. Williams said there are issues with this Plan that need to be changed and move forward.  Chief Hecker asked if someone wanted to make a motion for him to write a letter to the Port?

Mr. Kelvin Randall made the following motion and it was seconded by Mr. Miller:

MOTION: 
To approve Chief Hecker initiating a letter to the Plan sponsor to improve on both ends the line of communication and information sharing.   


MOTION PASSED UNANIMOUSLY

Chief Hecker welcomed Kelvin Randall back from his tour in Haiti in his humanitarian effort in helping the people in Haiti.  He thanked him for his service to his country.

As Mr. Dorsey said, the Trustees have to put as much emphasis as possible on winding this thing down.  There are retirees out there who know they have money coming but can’t get their hands on it.  Every day they are a day older  He feels it is their fiduciary duty to act as swiftly as they possibly can.  The Trustees look forward to the survey letters that Mr. Roche and Mr. Williams will put together before July 1.

Someone asked if there was a prospective meeting date.  Chief Hecker said he thought they should wait until Mr. Roche, Mr. Williams, and Ms. Hammond have their meetings.  They need to focus on this issue before they get back into the regular order of business.  He knows they need to have a meeting with CSG.  But he hates to combine everything again as this tends to take up 3 or 4 hours.  They get bogged down in those 8 hour meetings by the time they get to regular business.  He would like to have at least one more special meeting once they get close to wrapping it up.  Then they can talk about a regular meeting maybe in August.  
He asked that the Trustees check their calendars.  He will try to coordinate the dates via e-mail.  If everyone will check their e-mails.  

Mr. Jobert made the following motion and it was seconded by Mr. Dorsey:

MOTION:
To adjourn the meting at 11:30 a.m.



MOTION PASSED UNANIMOUSLY

Robert Hecker
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