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HARBOR POLICE RETIREMENT SYSTEM
BOARD OF TRUSTEES  SPECIAL MEETING
AUGUST 6, 2010
HELD AT HARBOR POLICE HEADQUARTERS

POLICE ACADEMY CLASSROOM – 1ST FLOOR
TRUSTEES PRESENT:


Robert Hecker




James C. Randall
Steve Dorsey (joined meeting at 1:20 p.m.
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, Ron Partain, CSG, Theresa Chatelain and Tremayne Dowell, Legislative Auditors.
1. Chief Hecker called the meeting to order at 10:35 and it was determined that there was a quorum present.
2. Minutes for the April 1, 2010 meeting were presented for approval.  Trustees made minor corrections to the minutes.
The following motion was made by Mr. Williams and seconded by Mr. J. Randall:

MOTION:
To accept the minutes from April 1, 2010 with Mr. Williams having the option of reviewing them again at the Zenith office. 


MOTION PASSED UNANIMOUSLY

Minutes for June 18, 2010 were presented for approval.  Mr. James Randall said he could not

open the copy of the minutes sent to him and requested that Ms. Stern send his in the mail

to him.  Mr. Jobert suggested in PDF format.  Mr. Williams questioned whether he had said 
2000 or 2080 hours on Page 4. He thinks he said 2000. Ms. Stern said she would check the
tapes to clarify.

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

MOTION:
To accept the minutes from June 18, 2010 with Mr. Williams having the option of reviewing them again at the Zenith office. 


MOTION PASSED UNANIMOUSLY

Minutes for July 8, 2010 were presented for approval.  This was a brief meeting to have the 

redemptions approved on an official basis.  Mr. Jobert questioned what Mr. Harris had said. 

Mr. Harris said he had questioned if moving the money around like that would put it out 

of balance some way, but he said he was sure CSG made sure it would stay balanced.

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

MOTION:
To approve the minutes from July 8, 2010.

MOTION PASSED UNANIMOUSLY

     3.
Presentation by Consulting Services Group

Mr. Partain passed out the Performance Evaluation (Exhibit I) and the Estimated Performance  Summary (Exhibit II).  He referred to the Investment Policy Review page, which indicates the Fund is within the policy ranges.  The bottom note says it is Equity allocation 55%, then 10% of Equity Allocation must be invested in index products, and this has not been changed in Senate Bill 594.  

Mr. Partain said one of the questions he wanted to raise is whether or not the Fund should be part of the deal to begin with.  He’s unsure why Harbor Police is included begin with, and may be something that they may want to work on getting exempted.  

Mr. Roche explained that when Lynn Ledbetter was on the Board, she felt that it was a good idea to be placed under the statutes governing fiduciary responsibility.  That’s where all the investment law is found.  They are now in that section of the law, are listed in that list of systems covered by the responsibility and that’s where this law was placed.  It applies to everybody in that section.
Mr. Roche said they may be able to get out of that.  But at this time the reporting is required.

Mr. Partain indicated they worked with Mr. Gautreaux to draft the language.  He feels that the results of the bill is not very restrictive.  At this point just presents good fiduciary guidance language. Not as restrictive as it originally was.  

Mr. Roche indicated all this information is already being presented to them in a couple of different reports.  This is just to put it all on one page where they can see it easily.

Chief Hecker questioned who should be receiving the reports from the other Boards.  Mr. Roche indicated he felt the best way would be for Ms. Stern to submit the report and have the reports from the other Funds sent to her.  Then she can see that the Trustees receive copies.

There was discussion on the report Ms. Stern had prepared and sent out.  It was decided that some of the items were shown incorrectly and that she would prepare a corrected Report.  It was decided that the expenses would be shown as follows:  Administrative Expenses would be the fees from Zenith for administering the Fund and Argent; no Personnel Services; Operational Expenses will include postage, copying, miscellaneous expenses such as sandwiches, etc. for meetings; Travel Expenses would be all fees related to educational conferences for the Trustees; Professional Services will include CSG, Mr. Roche, Silva Gurtner & Abney, and Mr. Conefry; there are no In-house Investment Management Fees; Outside Investment Fees include only fees paid from separately managed accounts.  There was discussion as to what the budget is.  Notes should include that Travel expenses are for educational conferences to benefit the Trustees; and Outside Investment Advisor Fees include only fees paid from separately managed accounts.
Chief Hecker clarified that Ms. Stern would do a corrected report and see that it is sent out.

Mr. Partain continued reviewing the Performance Evaluation with the Trustees.  Fixed income managers have good results except for Commonwealth who will be in to make presentation.  
There were questions by the Trustees regarding the charts on Page 4.  He said that what the green dot is trying to tell the Board is whether the asset allocation is working for them, and the red dot indicates if the active management action helping or hurting.  You want to see the green dot performing well and you want to see the managers are doing well and doing what you pay them to do.   

Page 7 is the breakdown in the change in value, what money has been moved around over this fiscal year.  You can see what your gain and loss is on each of the accounts.

The remainder of the book is detailed analysis on their actual investment managers.  A description of their strategy, portfolio statistics, top 10 holdings and their sector allocation.
Aletheia.  In 2005 and 2006, they did a very good job.  Had a difficult year in 2007 and 2008.  Year to date they have actually outperformed their peers, but the mining stocks have held them back.  Energy has not been working as well in the last 12 months.

Thornburg.  Emerging market exposure is 22.5% which is something that is good to see.  They have been pretty consistently a good performer.

WCM.  They had a very difficult 2009 and have had a difficult year to date.  
Energy Opps.  What’s going on the Gulf may have had some impact regarding the possible liability.  Energy stocks have been down about 15% year to date.  Having an overweight in energy has been a drag in the portfolio.

Pimco.  Has been a very good solid performer. 

Orleans.  Has been a pretty steady performer.

Commonwealth.  86% is in asset backed securities and that will be discussed later.  They were 

hired because they have been good performers, in 2006-2008 were good performance.  But 

what the Trustees are concerned about is what happened in 2009 and that’s why they will
be making a presentation.  Quarter to date they are up 3.5%.
Golden Tree.  Solid performer.  A high yield portfolio.  They are a top four performer.

Emory.  Concerned that assets under management at the firm level is very low.  As it is a 2-man

shop, need to be aware whenever you get down to that low a level that the business is viable. 

They’ve actually performed very well recently.  Trustees made a good decision to stay with 

Them.  But need to watch them very closely.  Recommends that the Trustees bring them in once 

a year to get an update.  Mr. Partain said he doesn’t feel that the Fund’s assets are at risk. 

Recommends the Trustees stay with them on a month to month basis.

Equitas.  Mr. Partain would like to see them come in and make a presentation.  They are very 

thematic.  Had performed very well in the past but thinks their over-exposure to energy related

managers has pulled their performance down recently.  Would put them on his list to bring in.  
Mr. Roche said he was bothered that they get paid in advance.

Americus.  Negative cash flow due to effect of appraisals that came in as discussed at the

last meeting.  The properties are being managed as well as they can be managed.  Should see 

some improvement.  

Mr. Partain passed out his Manager Search Presentation (Exhibit III).  They went through the screening process with Emerging Market Debt.  The only one who was a qualified candidate that the Board should consider would be MFS.
On Global Fixed Income, the two he has identified that might be considered would be Brandywine and Loomis Sayles.  They are very similar.  If the Trustees want to invest in those particular investment funds, he would suggest $400,000 to each manager and made recommendations to fund this.  

Mr. Jobert asked Mr. Partain which Global Fixed he would recommend.  Mr. Partain said he liked them both but thinks Brandywine is his preferred.  Mr. Jobert asked if they could meet the minimum.  Mr. Partain reviewed the information and determined that Brandywine had a $1 million minimum.  Loomis has $.1 million minimum.  Chief Hecker questioned if this would take Brandywine off the table.  Mr. Partain said it does give Loomis an advantage as it would keep them from having to go back and negotiate and not know exactly where that would end up.  Loomis with the fee structure, he would lean more toward Loomis as you would probably get a better fee arrangement.  

Chief Hecker verified that Mr. Partain’s proposal for the Trustees to take into consideration would be moving $200,000 out of Orleans Energy, moving $300,000 out of PIMCO, and $300,000 out of Orleans Capital Investment Grade for a total of $800,000.  And putting $400,000 in New Global Fixed Income Manager and $400,000 in what would be Loomis.  

Mr. Partain said in a stable to growing environment, the Trustees would be better off making the changes today.  But if the environment does not improve at all, they are better off where they are now.  From the long term perspective, he thinks they would be better off making these changes.  But he doesn’t feel the decision had to be made today.  
Mr. Jobert expressed his opinion that since they are comfortable with MFS, and want to make the move, he thinks they should go with half it, put $400,000 in Emerging Market Debt, and give the Trustees until the next meeting to check with Brandywine to see if they will take the $400,000 without a fee increase. He would rather go with Brandywine if they would take the $400,000 which allows the Trustees to take their minimum.  If you can get 2% more money and only pay a couple more basis points, that’s where he thought the Board would rather be.

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

MOTION:
To invest $400,000 in MFS Investment Management in the Emerging Markets Debt portfolio.  


MOTION PASSED UNANIMOUSLY

There was additional discussion on where the money should be taken from.  

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

MOTION:
To take $100,000 from Orleans Energy, $150,000 from PIMCO, and $150,000 from Orleans Capital Investment Grade.


MOTION PASSED UNANIMOUSLY

There was discussion on the Loomis vs. Brandywine.  Mr. Partain said he would try to reach

Brandywine at lunch and they can make a motion on the issue after that.  It was tabled pending 

that telephone call.

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

MOTION:
To accept the report by Mr. Partain for CSG.


MOTION PASSED UNANIMOUSLY

    4.
Renewal of Retirement System with Mr. Randall Roche.

Chief Hecker passed out Professional Services Agreement By and Between The Harbor Police Retirement System and R. Randall Roche Relating to Consulting Services for The Harbor Police Retirement System (Exhibit IV).  There was discussion between the Trustees and Mr. Roche.  It was decided to make the contract effective from July 1, 2010 through June 30, 2011.
The following motion was made by Mr. Kelvin Randall and seconded by Mr. Harris:

MOTION:
To accept the agreement with the Harbor Police Retirement System and R. Randall Roche as written with the change stipulating 12 months commencing July 1, 2010 and ending on June 30, 2011.


MOTION PASSED UNANIMOUSLY

Contract was signed.

Mr. Jobert wanted to discuss the back payments from September 2009.  Mr. Roche said he 

billed on a quarterly basis and would bill from October 2009 through June 2010.

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

MOTION:
To compensation Mr. Roche at the rate of $500 per month for the nine months from October 1, 2009 through June 30, 2010.

MOTION PASSED UNANIMOUSLY

Chief Hecker instructed Mr. Roche to submit the invoices so the matter could be taken care of.

    5.
Performance Audit Update

Ms. Chatelain presented an update on audit.  Finishing up the background phase.  At that point, they will develop an audit plan and objectives.  Next step is field work to answer those objectives.  Pending approval from their management.  They have spoken with many of the Trustees and will be interviewing all the others.  They currently have five objectives.  Too early to make any recommendations at this point.

     
Meeting adjourned from noon until 1 p.m. for a break and presentation by Commonwealth.


Resumed meeting at 1:00 p.m.

    6.
Revision of Handbooks for current employees and new employee orientation.

The current handbooks have incorrect information.  Chief Hecker indicated he would take some excerpts from the statutes and draw up a one page document to present.  Until it is known what changes may take place, this would be the best thing to do.  He will advise Human Resources.

7.
Discussion on refund of accumulated contributions.  There had been several requests recently regarding refunds of contributions.  For future requests, Ms. Stern will continue to contact Mr. Roche for opinion and respond accordingly.  There was additional discussion on regulations regarding repaying money to the Fund.  There was also discussion on interest being paid on refunds.  Current statute says interest will be paid.  
8.
Mr. Partain had discussed the investment issue with Brandywine.  They could not take $450,000 in the mutual fund.  They have a co-mingled fund that was cheaper and they would accept the transfer.  The name of this fund is Brandywine Global Bond Opportunity Fund.  The Trustees discussed this new vehicle.  Mr. Partain said he thinks this would be a valid option.


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

MOTION:
To recommend $400,000 going to the Brandywine co-mingled fund with a fee of 45 basis points.

There was additional discussion regarding the risk or downfalls involved in a limited 

partnership.


Vote taken.  5 voted for, one against, and one abstained.  Motion passed.
     
The following motion was made by Mr. Jobert and seconded by Mr. Harris:


MOTION:
To recommend the allocation of $400,000 by moving $100,000 from Orleans
Energy Equity Fund, $150,000 from Pimco Bond Fund, and $150,000 from Orleans Core Bond Fund.
MOTION PASSED UNANIMOUSLY.

    9.
DROP Payments

Ms. Stern advised DROP payments had been made on Casey Adams and Linda St. Cyr.  Interest was paid on these payments, based on interest rate in effect each year.  The administrative fee was included in Mr. Conefry’s calculations.  
   10.
Survey Letters.  

Survey Letters have been delayed.  Mr. Williams and Mr. Roche reviewed the survey letter and after research of the back changes in statutes they had to change the letter.  Working on another draft.  Trustee discussion followed.  Mr. Roche suggested that Zenith send out the survey forms.
   11.
Update on Benefits Audit

Mr. Williams and Mr. Roche presented additional information on the Benefits Audit.  Mr. Williams advised they need the completed survey back to finish up the audit.  He had begun with the disability retirees thinking it would be easier.  But he found several errors just in those.  Membership in the Harbor Police Retirement System seemed to have been misinterpreted.  Mr. James Randall said he thought it would have been easier just to work on the actives but Mr. Williams said there was a lot more involved with that.  It was discussed whether there was a group of names who wouldn’t be changed and Mr. Williams advised there was not.
There was discussion on prioritizing the files, but it was decided there was no way to do that as there are so many questions that have to be decided as many of the calculations were based on assumptions.   Until it can be decided what assumptions are valid, there is no way of determining correct figure.

The AG had advised that he didn’t want questions on individuals.  He said the auditors and actuary should review the files, come up with good numbers and bring it back to him for review.   There was discussion on taking maybe 10 at a time, reviewing those, and then Chief Hecker would present those to the AG for a decision.  There was discussion on the possibility of some of the Trustees helping.  It was discussed that it might go quicker with Mr. Williams and Mr. Roche doing it as they were more familiar with the statutes and changes.  That may only take a couple of days.  Mr. Williams said he would try to draw up a Word document as an example of what was needed.  With this document, it was decided that maybe there were some things that the other Trustees could help with and they could meet again in 30 days to see what progress had been made.  May need special meeting to approve survey letters so they can be sent out as soon as possible.
12.
Revisions to State Statute.

Mr. Roche said it was put in the statute that it takes five affirmative votes to pass any item.  
On the eligibility question, the amendment was taken out but the bill passed.

13.
Disability and other HPRS forms.  

Chief Hecker put revision of forms on hold until more progress is made on the survey forms.  The disability form was revised as there was one person contemplating disability retirement.

14.
Administrative Policies of Board.  

If there are administrative changes to be implemented, such as naming a vice-chairman and term limits, without going to the legislature, the Trustees can create a policy manual.  Mr. Roche said he felt there were already policies that had been adopted that should be added.

15,
1985 Ratification Request was put on hold until the performance audit is completed.

16.
IRS Qualified Plan.  

Mr. Roche advised that he prefers to wait to make application as there are a lot of items that have been in question for the past three years that are unresolved.  Once the application is submitted, the turnaround time would be about six months.  There should be no fine.
17.
Chief Hecker is working on draft of letter to Mr. LaGrange and will finish before next meeting.

18.
Liability Insurance is coming due November 15, 2010.  Chief Hecker wanted to remind the Trustees that he will be submitting a renewal application to AON for the insurance, and the Trustees need to submit their $25.00 check to him.

19.
Dooley Securities wants to do a presentation to the Board and asked approval to view some of the Board’s records.  This was tabled.  

.
Chief Hecker advised there was a question about mileage rate to be used by the Trustees when personal vehicles are being used for Board meeting trips.  The Board’s policy was modeled after the Port’s policy.  So although the mileage rate went up to $.50 for the state rate, the Port’s rate is still $.41 per mile.  He recommended that the people who just went on the trip to use the $.41 per mile.  The Board can change the rate at the next meeting if they wish to.
20.
LASERS Hazardous Duty Plan.  


Mr. Roche indicated that he thinks it’s something that may be under consideration by the Trustees at some point  It was discussed who would be included in this, and how costly it would be for the System.  Contribution by the employer would be 18 ½%.  Chief Hecker indicated it may come into play after the legislative audit is complete.

20A.
Opinion from Mr. Roche on how the Board should handle the issue of Officer Jim Skelly being put into the Harbor Police Retirement System over age 51.  There have been attempts in the past to get rid of the age 50, but it wasn’t successful.  Would be more comfortable having it submitted to the AG on this issue.

It was questioned if when a person is hired, or when a member leaves. if the Board should review all the forms to make sure all is right before anything is approved.  Zenith would look at the application when they are hired and receive the form from HR.  There was discussion on the application being reviewed by the Board at the time of hire or termination.

21.
Request received from Kahn and Swick to make a presentation to the Board.  

22.
The next meeting is scheduled for Friday, September 10, 2010.  

23.
Mr. Jobert will begin planning the December meeting.  


Mr. Jobert gave an update on LATEC activities.  Gave information on meeting scheduled for New York. 


Also gave update on the LAPERS convention September 19-September 22, 2010.

24.
Mr. Kelvin Randall made the following motion and it was seconded by Mr. Jobert:

MOTION:
To adjourn the meeting at 3:30 p.m.
Robert Hecker


        Date

Linda Stern                                  Date
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