HARBOR POLICE RETIREMENT SYSTEM
BOARD OF TRUSTEES  SPECIAL MEETING

JANUARY 26, 2011
HELD AT HARBOR POLICE HEADQUARTERS

POLICE ACADEMY CLASSROOM – 1ST FLOOR
TRUSTEES PRESENT:







Frank Jobert  (in at 9:45)


Benny Harris

James C. Randall



Kelvin Randall
Mark Williams



Clay Miller
Robert Hecker




Steven Dorsey
ALSO PRESENT:
R. Randall Roche, Attorney; Linda Stern of Zenith Administrators; Mike Conefry of Conefry & Company
1.
Chief Hecker called the meeting to order at 9:40 a.m. and it was determined that there was a quorum present.

2.
No comments from public.  Minutes tabled for future meeting.
3.
Legislative Committee Update.  Committee met and has gone through almost entire statute and made recommendations.  Most, if not all, pertain to changes in the language of the statute.  

Legislative auditors will have their draft report to be presented to Pat Galwey, Gary LaGrange, Frank Jobert, Mark Williams, Chief Hecker, and Mr. Roche on Monday, February 7, 2011.  They should have vital information for the Board regarding change in the statute.  Chief Hecker read letter from Mr. LaGrange received in August 2010 in which he recommended the Trustees take no action regarding any permanent changes to the HPRS until such time as they receive the final report of the legislative auditors.   Chief Hecker feels that they also need to know what Pat Galwey's sentiments are as he has been an integral part of the entire study.  He anticipates the Board will change their statute to align it more with that of LASERS including changes to the DROP and whatever the Hazardous Duty Plan has in place.  

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


MOTION:
To handle the wording changes of the statute only at this meeting and take up the 


cost items and benefit issues at another meeting at a later date.


There was additional discussion on reason for adopting changes as in the LASER plan.  Mr. Williams and Mr. Roche went into details on why the changes were being discussed.  The Port has to make a decision and they are waiting on the legislative auditor report.  They are also waiting for numbers from the legislative actuary and will probably want an outside actuary to give them another number.  They don't see the legislative actuary as being totally independent.
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Mr. Jobert wanted it in the record that his goal is to protect the benefits of the active participants and retirees at the table, regardless of whether the Harbor Police or the LASERS are running the Plan.  They need to protect the benefit structure currently in place and maximize that for the participants.




MOTION PASSED UNANIMOUSLY


There was additional discussion on changing the DROP if merged with the LASERS.  Those in DROP would maintain the 5-year DROP.  It was decided not to discuss that issue at this point as their intent is to make statute wording changes in today's meeting.

4.
Update on Benefit Audit.  The Trustees will vote on each statute section noted in the handout from Mr. Williams.  All Trustees should have copy of this.

Section 3682.  Definitions. 

7(a) - not discussed today as this is a cost saving measure.


8 - no change


11 - has been signed


13 - Mr. Jobert advised that for the future if you want it to look like LASERS, they have changed 
to 5 at 60.  Act just passed.


18 - just clarifies earned compensation.


23 - put a period after the first DROP and scratch out the rest.


24 - put a period after the first DROP.


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

MOTION:
To accept the changes to Section 3682 as noted in the document  




except for 7(a) and 8 and the adjustment to 23 and 24 whereas the 




sentence ends with the first word "DROP", and 6 may need to be 




removed after further research.



MOTION PASSED UNANIMOUSLY


Section 3683


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


MOTION:
To accept all the changes in the document for Section 3683.




MOTION PASSED UNANIMOUSLY
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Section 3684. Creditable service.

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

MOTION:
To accept changes in the document for Section 3684 as noted in the 



document and in 3684(C) remove the words "be based shall".



MOTION PASSED UNANIMOUSLY


Section 3685


Discussion on definition of handicapped child.  Will research.  Discussion on leaving DROP early including possible cost to do so.  If merging systems, need to reach agreement on how it will handled.  

Discussion on allowing retiree to leave DROP money in the account, allowing them to get an annuity from that instead of a lump sum.    

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


MOTION:
To accept changes on 3685(A)(1)(b), 3685(A)(2)(i), 





3685(A)(2)(ii), 3685(A)(2)(f), except eliminate the word "living", 




3685(A)(2)(g), 3685(B), 3685(C)(3), 3685(C)(7), 3685(C)(9), 




3685(C)(10), 3685(C)(13) only the changes starting with the 




sentence "such actual rate of interest", 3685(C)(14) except remove
 


the word "specified", and 3685(D)(2).


There was much discussion regarding the changes in 3685(D) and (E) as it would be a major change, but would be discussed later.  It was decided not to make changes on those two sections.
 




MOTION PASSED UNANIMOUSLY


Sections 3685.1, 3685.2, and 3685.3 not to be discussed at this time.


Section 3686.  There will more changes to be made but is currently incomplete.  Defer discussion until it is complete.

Section 3687.  


There will be some changes on the option form to make the options clearer to the participant.  


There was discussion on how the "Pop Up" benefit works.
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The following motion was made by Mr. Williams and seconded by Mr. Kelvin Randall:


MOTION:
To accept changes to Section 3687 as shown.




MOTION PASSED UNANIMOUSLY


Section 3688.  Mr. Williams asked to defer until a later date. 

As the Committee was going through this, there were some recommendations pertaining to the manner the actuary does his actuarial calculations. Therefore, Chief Hecker asked for Mr. Conefry's opinion on 3688D.  Mr. Conefry passed out a memo (Exhibit I), and discussed the use of actuarial table.  After discussion, Mr. Conefry said he would do research on actuarial mortality tables.  Mr. Roche explained that Mr. Conefry is just cleaning up the language. 


Section 3688.1.  No changes


Section 3689.

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


MOTION:  
To accept the changes to Section 3689 as noted in the document.




MOTION PASSED UNANIMOUSLY


Section 3690.


Outdated language was removed.  Mr. Roche is researching correct wording on refunds.  Mr. Williams pointed out that this Board should be getting money from the courts for tickets that the Harbor Police writes that are adjudicated in courts, but they are not getting that.  The last time they did was when the Harbor Police sent an officer there to go through their records and come up with the amount.  Chief Hecker has sent a note to Mable Jones asking her to find out as much information as she could, how it was done before, how and when it was stopped. When this is received, there will be an attempt to collect since last time done.

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


MOTION:
To accept the changes noted in Section 3690 except in Paragraph 




3690(B)(1) do not make the change from 7% to 9 1/2%. in 





Paragraph 3690(D)(8) do not make the change from 13% to 20%, 




and on 3690(F) remove sentence #1 and continue with "The Port 




Commission".  Mr. Roche will provide wording changes in 





Paragraph 8 and 9 after he researches.
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MOTION PASSED UNANIMOUSLY


Section 3690.1.  No changes.


Section 3690.2.  Unclaimed refunds.


There was discussion on payment of interest on those funds.  It was one of the items the legislative auditors addressed.  


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


MOTION:
To accept the changes noted in Section 3690.2.




MOTION PASSED UNANIMOUSLY  

Section 3691.  
Punctuation changes.  Mr. Roche is researching child support


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

MOTION:          To accept the changes to Section 3691 as noted, with the 
stipulation that 
changes for child support based on Mr. Roche's research will be added at a 


later date.



MOTION PASSED UNANIMOUSLY


Section 3692. Fraud


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


MOTION:
To accept the changes to Section 3692 separating that paragraph 
to stand alone 
and to amend the Paragraph to eliminate everything after the words "of such act 
shall be" and replace with "subject to criminal prosecution." 

'



MOTION PASSED UNANIMOUSLY


Section 3696:  A new paragraph to move the second Paragraph of 3692 to a paragraph labeled 3696 entitled errors and omissions.  This is being done to add the wording that the legislative attorneys said would be necessary to fix the errors.  Anything overpaid must be pursued for the last ten years, and anything underpaid has to repay the last three years.  It will be taken into consideration whether it would be cost effective to the Plan to do this.  Mr. Roche verified there was a prior AG opinion that parallels this.  This is being done to draw a conclusion to this audit.
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Mr. Roche said if this is done, it will not be necessary to take this to the AG for an opinion.  This is the opinion that the legislative auditors' attorneys gave and their research reflected prior AG opinions in some collection case law.  

The letter from the legislative auditors was read and there was more discussion on effective date of making changes.  


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


MOTION:
To remove the second paragraph of 3692(B) and create 3696 as 
shown in the 
document but to exclude the second paragraph of 
3696 beginning with "the 
corrected benefit."


MOTION PASSED, with Mr. James Randall abstaining.


It was decided that Section 3696(b) would be put on the agenda for the meeting on  February 9, 2011 and not leave the meeting until a decision is made.

Sections 3693, 3694, and 3695.  No changes.


Section 3697.  Underfunding.


On Page 5, this is Multiplan statute.  The Port is looking at it that if this Plan goes into the LASERS, they will have to come with 100% funding for the LASERS to accept them.  They would ask the legislature to let the Plan join subject to working out the dollars, and let the Port create a payback period.  It is in the Port's interest to pay off early as interest would add up quickly. Mr. Williams feels they would come up with as much money as they can going in.  He feels the legislative auditor would recommend a similar system if the Plan stays as a separate plan.  Therefore, as a Plan the Trustees should try to get the same thing set up.  They can get the money that's underfunded.  


With this statute on the books, the Harbor Police could add their Plan name as one of the applicable Plans.  This Board should try to do what is responsible to correct the situation which would help the Plan get more money coming into the Plan.  It would be in the Port's interest to do this.  

Mr. Williams indicated that Mr. Conefry will do an actuary valuation each year and come up with an amount that needs to be paid.  As long as there is a cap, the Board wouldn't go above what the cap is.  If there is an annuity set up, that would be a second amount of money coming into the Plan. 
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There was additional discussion with Mr. Williams and Mr. Conefry on amortization.  Mr. Williams said he is looking for a way for the Port to have an option to contribute more without going without a cap altogether.  He is looking for another alternative to make the Plan fully funded more quickly.  

There was discussion on why Harbor Police would have to go into LASERS with no unfunded liability when LASERS already has huge unfunded liability.  Mr. Williams said he thinks the transfer in the statute requires having 100% of the liability when you transfer into the LASERS, but it doesn't stipulate how it is calculated.  


It was decided that the next meeting would pick back up at Section 3697.  Mr. Williams asked that the Board look at the rest of the two pages to address specific issues for possible solutions. They need to put in the statute a method to solve this so that this benefits issue can be brought to a conclusion at the latest by the next legislative session.  
5.
Peter Johnson issue regarding transfer of funds.  Mr. Roche clarified the issue with Ms. Stern.

6.
Mr. Conefry's agreement.  His agreement does allow him to do a separate benefit calculation after Ms. Stern does hers.  Ms. Stern would provide all the documents that she used to calculate and he would do an independent calculation.  That would be covered under the $100 separate fee in his agreement.

7.
Discussion on Mr. Williams' prior presentation of California case law at which time it was discussed whether or not it would be appropriate for Trustees to remain in the meeting when items were being discussed pertaining to them.  Mr. Roche's opinion was that the Trustee could remain in the meeting.  Chief Hecker met with Bob Klausner, who was one of the attorneys for the appellant on the case and he indicated this had no application to HPRS and Trustees do not need to leave the room, but of course could not vote.  


While in the meeting, he asked if the Board had submitted a determination letter to the IRS that had a due date of January 31, 2011.  Mr. Roche said it is in the works but the problem has to be finalized before it can be completed.  He said they know it's in the process but that nothing has been submitted except a request that was submitted a year and a half ago.  The due date of January should not affect the Plan.   Mr. Roche will confirm this.

8.
Ethics Disclosure Form.  Chief Hecker will send out a notice giving the website and due dates.  

9. 
Monday, February 7, the legislative auditors give the Board their first draft; Wednesday, February 9, the Board meets again at 9:30 a.m. to pick up where they left off.  Will probably get into the cost and benefit items and make decisions going forward with them.  Whatever is decided, it will be sent to Gary LaGrange for the Port to review.  If there is a conflict or item that 
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they prefer the Board not go forward with, they will call Chief Hecker in for discussion to see it can be worked out.  If not, the items will be brought back to the Board.

The following motion was made by Mr. Miller:


MOTION:  
To dismiss the meeting at 2:30 p.m.

Robert Hecker





Date

Linda Stern, Administrative Office


Date 
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