HARBOR POLICE RETIREMENT SYSTEM
BOARD OF TRUSTEES  SPECIAL MEETING

FEBRUARY 23, 2011
HELD AT HARBOR POLICE HEADQUARTERS

POLICE ACADEMY CLASSROOM – 1ST FLOOR
TRUSTEES PRESENT:





Frank Jobert



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.  Also three retiree visitors, Albert Labauve, Thomas Withington, and Floyd Stokes.
1.
Chief Hecker called the meeting to order at 9:45 a.m. and it was determined that there was a quorum present.

2.
No comments from public.  
3.
Approval of Minutes.


August 6, 2010.  Chief Hecker indicated the approval of moving funds to MFS Investment has not bee completed yet due to the problem with an incorrect Tax Number.  He will try to get this done shortly.  Mr. Jobert corrected Hebert on page 23 to Jobert.

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

MOTION:
To approve the August 6, 2010 minutes with the correction of the name from 


Hebert to Jobert as indicated.



MOTION PASSED UNANIMOUSLY

September 17, 2010.

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

MOTION:
To approve the September 17, 2010 minutes as written.



MOTION PASSED UNANIMOUSLY

4.
Invoices for approval from Zenith.
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$800 charge for labor hours for Legislative Audit from June 2010 through August 2010.  Ms. Stern explained reason for charges.  As this charge was over and above normal Zenith fees, Chief Hecker brought it to the Board for approval.  


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


MOTION:
To approve payment of the $800 invoice to Zenith Administrators for work done 


relating to the Legislative Audit.


There was discussion on total cost of this Legislative Audit.  Unknown if Mr. Conefry or Mr. Roche had other charges relating to this issue.  Chief Hecker will ask if Ms. Hammond will have any additional charges.




MOTION PASSED UNANIMOUSLY


Zenith Invoice for $625 for Legislative Audit project for September through October 2010.  Also approval of payment of $5075 charges previously approved for extra services.  There were also charges for routine postage and copying charges of $86.54.  Chief Hecker explained he routinely approves the routine postage/copying charges as Zenith provides an itemized statement of charges and it is within his scope to approve.  

There was discussion on additional charges by other professionals.  Mr. Jobert saw in minutes that there were charges from Ms. Hammond but those were for the benefits audit and annual audit.  


Mr. Kelvin Randall questioned if it is normal procedure when legislative auditors come in and conduct an audit that the group is responsible for the cost involved.  Mr. Roche advised that most organizations that get audited have a staff of people already on their payroll, so that they are doing their regular job function by providing these services, so there is not additional cost.  In the case of the Harbor Police System, there is no full time staff that would be able to assist.  There was discussion that as the Port requested the audit, maybe they should be responsible for payment of these extra fees.  Chief Hecker indicated he thinks this should be addressed in their response to the legislative auditor's oral summary.


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


MOTION:
To approve the additional cost of $625 for work done for the legislative auditors in 

September and October 2010.   




MOTION PASSED UNANIMOUSLY
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5.
Retiree Trustee Position Nomination.  Mr. James Randall received nine nominations; no other person received three nominations.  As the rules stipulate a retiree must receive at least three nominations to be placed on a ballot and no other retiree received three nominations, Mr. James Randall would win this term as the Trustee to represent the retirees for another three year term.

Mr. Randall was sworn in by Chief Hecker to serve as Trustee of Harbor Police Retirement System.  Mr. Randall agreed to this and signed the oath.  He had been presented with the Code of Ethics prior to the meeting.


Mr. Miller indicated to Chief Hecker that he had been advised by the Port's CEO that he would be serving another two year term as one of the representatives from the Port.  Mr. Miller was sworn in by Chief Hecker to serve as a Trustee of Harbor Police Retirement System.  Chief Hecker advised he would send him a copy of the Code of Ethics in case he didn't have one.

It was mentioned that Mr. Jobert would come up for renewal or re-nomination of his term on June 24, 2011.

6.
Review of Michael Conefry's contract.  His current contract indicates that if he is asked to do additional benefit calculation or back up benefit calculation, his compensation for doing so would be $100 per calculation.  

As Ms. Williams and now Zenith have done the calculations, Mr. Conefry indicates he had not been charging for this.  The calculations he has done have not been charged.  As the Board is requesting that he now do an independent calculation of any benefit to be approved, he will be charging the $100 per calculation.  As the contract currently covers this matter, no additional motion or approval is required.  He will take data provided by Zenith, do an independent calculation and write a letter saying what he relied on in the calculation and giving the results.  If there are any discrepancies, they would be resolved.    
7.
Previous approval made for transfer of funds to MFS.  Chief Hecker will take care of this and will send out confirmation when this has been done.  


Mr. Jobert indicated he has the search book that CSG prepared for the large cap equity search as requested to replace Alethia.  He will forward this to Mr. Miller and Mr. James Randall, as they are the committee, to review so that they can made a recommendation to the Board.

8.
Updated Tax Withholding Forms.  Most recent forms have been sent to Argent.  Ms. Stern will check to make sure there is one for everyone in their file.  If not, she will send one out to them.
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Mr. Williams advised that retirees, as well as active members, should be advised that it would be advantageous to them to have a beneficiary established.  If they are paid out their contributions and it goes to an estate, it is taxed.  If it goes to a beneficiary, it is not taxed.  Ms. Stern will check her records for this information.
9.
Confirmation of Chief Hecker's approval of payment for moving of file cabinets and files from the Harbor Police to Zenith.  Ms. Stern will check to make sure payment has been made.

10.
Approval of payment of newspaper ads for the upcoming legislative session, one for $51.36 and one for $34.00.  Mr. Roche was asked to put in two ads, one a general advertisement for any changes the Harbor Police Board may want to make, and the other for in the event a merger takes place, that authorization would be approved, if in fact that is what the Trustees and the Port vote to do.  
11.
Travel Policy for 2011.  Travel policy was cut by 50% three years ago due to the financial situation of the System.  Chief Hecker's recommendation is to continue to go forward by having that 50% cut in place, not allowing a Trustee any more than $2500 per calendar year for any travel.  It is recommended that as many local seminars be attended as possible.


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


MOTION:
To continue the 50% cut in Trustee travel expense, with a maximum of $2500 per 


calendar year per Trustee cap for calendar year 2011.




MOTION PASSED UNANIMOUSLY

12.
Actuarial Valuation Report for Fund Year 2010.  


Mr. Conefry distributed a memo (Exhibit I), in which he advised they have not been completed due to unresolved issues on the financial statements.  In addition, there were issues on census data.  The census data needs to be certified by the Board for actuarial valuation.  He also needs recommendation from the Board on interest assumption and the expense actuarial assumption.  

The unresolved issues on the financial statements are being worked on by Ms. Hammond.  Mr. Conefry also due to all the issues on the data and the fact that the legislative auditors have unjustifiably blamed him for some of the data issues, wants to the Board to certify anything he uses in this valuation before he uses it.  


Mr. Conefry indicated he wants to present whatever he gets from Zenith and any other sources to the Board, along with the financial statements from Ms. Hammond, and have the Board certify that is what should be used for the actuarial valuation so there is no doubt that he is using appropriate data. This is to be done annually.
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The following motion was made by Mr. Miller and seconded by Mr. Kelvin Randall:


MOTION:
To put the following annual process in place: to confirm financial and 



census data for the actuary to use for the 2010 and future actuarial valuation 


reports.



MOTION PASSED UNANIMOUSLY


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


MOTION:
To use the 7% interest rate in the calculation of refund of employee contributions 


 until such time as it is removed from the Statutes.




MOTION PASSED UNANIMOUSLY


There was discussion on the expense assumption in the actuarial valuation.  The $50,000 annually has been used for many years and has been very stable, from 1998 through 2007.  Since that time it has increased, but all of the last three years have non-recurring expenses for a variety of reasons.  Mr. Conefry indicated he thinks $100,000 is a good estimate of the ultimate recurring level of expenses once the non-recurring expenses are sorting out, and that would be his recommendation.  There was discussion on manager fees and their possible affect on this.  Mr. Roche will check with other systems on this.  There was additional discussion on using a percentage of assets as this is what the statute says.  Mr. Roche advised this is acceptable.

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


MOTION:
To change the actuarial assumption as to Plan expenses removed from the Trust 


Fund from $50,000 annually to 1.5% of the market value of the Fund as of the 


valuation date.



MOTION PASSED UNANIMOUSLY

13.
Chief Hecker distributed a copy of his notes on the February 14, 2011 meeting with the legislative auditors for the auditors to give an up-to-date summary on their field work (Exhibit II). As he shared those notes with the auditors, Ms. Chatelain had three minor corrections.  Chief Hecker wants to send responses from the Trustees.

A.
Background Section of Report.


B.
Eligibility Issues:
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The Board has already addressed the issue of there being no formal method set up to check on member's eligibility upon being hired or when ending employment by a resolution saying that every action pertaining to any employment would come before the Board.  This will be part of the written policies being adopted by the Board.  The two people involved in this issue will be addressed in Statute changes.

C.
Structure and Oversight:


Refer back to the fact that written policies are being drafted and adopted by the Board.  


D.
Training for Trustees:


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


MOTION:  
To amend the Multiplan Statute regarding Trustee training to add the Harbor 


Police Retirement System Trustees to the list of systems mandated as per Statute 


11:185.




MOTION PASSED UNANIMOUSLY


Mr. Roche will check to see if there is a form that other systems use to be adapted for use for the Board's Trustees.  Ms. Stern will see that it is kept up to date as information is provided by the Trustees.  Mr.Roche indicated that once you come under the Statute this information must also be reported to the House and Senate Retirement Committees.


E.
Contracts:


Mr. Roche will look at the contracts between the Retirement System and professionals.  There are certain provisions that must be included in every contract.  He will review them and update them to current standards.


F.
Invoices:


All invoices must be filed by number.  If there is no invoice number, Zenith should assign a number to them and advise the biller that a number is being assigned.


G.
Administrative Cost:


Cannot be compared due to the size of the system.


H.
Investments.  No comment.


I.
Role of Port:


On the question of how far back to make corrections on errors, the Board is dealing with that based on the most recent advisories they have received.  This will put in the Statute change and 
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will be based on the auditor's attorney recommendation and is consistent with opinions the Board has gotten from attorneys.  


J.
Errors and Valuation Report
See Mr. Conefry's memo (Exhibit III).


K.
Recommended Options for Plan

Mr. Roche commented on the statement made under Merger regarding laws pertaining to LASERS are 20 times more extensive.  There are at least 12 retirement programs in LASERS.  All of that extensiveness does not apply to one program.  There is not that much less law  applicable to Harbor Police than other retirement system, it's just better written.

Investments.  Trustees think he is referring to partnerships, Emory, Equitas, Ironwood.  Mr. Roche said he thinks Mr. Williams and Mr. Miller do a good job of representing the Port in making decisions on investments.  Chief Hecker said he thinks the Port feels they need to hear more of what is happening with the System.  He will see that all information is provided to them.  There was opinion expressed that Mr. Richmond is an actuary and may not have the expertise to over-rule what the Board's expert, CSG, has done.  May have CSG help with response to them regarding this matter when the final questions come.  

Discussion on merger.  Question was raised where Mr. Richmond got 60% and Mr. Conefry feels that, based on other figures that Mr. Richmond refers to in his other comments, is incorrect.   


Current employee contribution rate for LASERS Hazardous Duty Plan is 9.5% and 7.5% for Municipal Police.   

14.
Contribution Rate.   


Chief Hecker met with Pat Galwey and discussed including two recommendations from him for this legislation. Discussed voluntarily making changes on the Port side and the Employee side.  It was recommended that the Employees go from 7% to 9% and the Port go from 13% to 20%.  This is a good faith effort on both sides.  There was discussion on not putting a cap on the numbers because other systems are much higher.  There was also discussion on 9% and 23%, but if this was voted on, it would require a counteroffer.  Mr. Roche suggested they take the 9% and 20% cap but also a provision that would address paying off the unfunded liability over a specific period of time.  He thinks that would pass the Retirement Committee.  This would allow them to set up an amortization schedule, but would also allow them to pay it off sooner if they chose.  


There was additional discussion on the amortization issue. There was also additional discussion on the feelings of the active members of having to pay an additional amount into the system.  Speaking with the members individually, not a poll, they are all expecting some type of increase.  They have been continuously aware that the system is in trouble, and if it's presented with their having to pay an additional 2% and the employer paying an addition 7%, Chief Hecker indicated 
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he didn't think there would be a big pushback from them.  After this meeting Chief Hecker indicated he had advised the membership that he would send out an information bulletin to get them up to date.


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


MOTION:
To move the contribution rates from 7% to 9% for the Employees and from 13% 


to 20% for the Employer.


                        MOTION PASSED UNANIMOUSLY


A second motion was made by Mr. Williams and seconded by Mr. Harris:


MOTION:        To allow the Port to create an amortization schedule for the current unfunded
                          liability balance for up to 30 years with the option to pay faster principal 


                                      payments.


                          MOTION PASSED UNANIMOUSLY

15.
Composition of Harbor Police Retirement System Board.  The current ratio is 50% police, 50% civilians.  Mr. Galwey said he understood from the legislative auditors that the civilian side should have more Port personnel.  Chief Hecker sent Gina Brown an e-mail for clarification and she did not specifically recommend that this make-up be changed but did recommend that there should be more emphasis placed on communication.  There was discussion on how much is involved in being a Trustee.  Chief Hecker recommended that this be tabled for more review by the Trustees.  There was additional discussion and it was decided to table it and Chief Hecker will write a letter to Mr. Galwey.
16.
Continue Review of Statutes and Recommended Changes for Legislature.  Mr. Williams distributed a summary of specific issues to be addressed on unusual benefit adjustments.  This would allow for one-time adjustments as needed for errors identified in the audit.  Statutes would not be changed.

In order to fix the errors on retirees Skelly and Williams, the following motion was made by Mr. Williams and seconded by Mr. Harris:


MOTION:         To establish Paragraph 3699 and adopt single Paragraph A, single Paragraph B,   

                                      and single Paragraph A(2) as it refers to eligibility, granting two members full  

                                      eligibility.

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

MOTION:          To adopt Paragraph 3699(A) (second Paragraph 3 to be renumbered at a later 
   

                                       date), which addresses the 3% to 3 1/3% change and applies  for all who were             

                                       active members on the date of Act 484 of 1985, and will apply for all years of 

                           service, and for any persons who retired after the effective date of the 1985    

                                       Act.  

                           MOTION PASSED UNANIMOUSLY


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

MOTION:           To adopt Paragraph 3699(A)(4), to be renumbered at a later date, addressing the 
                     effective date of changes to retirement service credit. 


                            MOTION PASSED UNANIMOUSLY

The following motion, which will only impact two retirees, who have passed away more than ten years ago, was made by Mr. Williams and seconded by Mr. Miller:


MOTION:           To adopt what currently shows as Paragraph 3699(A)(5), to be renumbered as           

                                        a new Paragraph and moved.  All benefit changes shall be prospective only

                                        unless stated otherwise in the Act, and such statutory benefit changes shall not  

                                        apply to members already retired.


                            MOTION PASSED UNANIMOUSLY


The following motion, which will only apply to Toney, was made by Mr. Williams and seconded by Mr. James Randall:


MOTION:           To adopt Paragraph 3699(A)(6), to be renumbered at a later date, that addresses 

                                        DROP application of leave for all members who participated in DROP prior to 

                                        July 1, 2008, and are currently employed.

                                        MOTION PASSED UNANIMOUSLY


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


MOTION:           To adopt Paragraph 3699(A)(1) to address members who retired without 

                                         reaching retirement eligibility, to adjust their benefit but to allow them to retain 

                                         a portion of their benefit.
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There was additional discussion on making it possible for these retirees to owe nothing and let them retain their retirement instead of trying to recover from them.  It was asked if there would be a risk to the Trustees if this was approved.  Mr. Roche indicated there should be further investigation as to who is still alive and drawing a benefit, their age, their life expectancy and how badly it would impact the amount of their benefit.  It isn't the Trustees' intention to make them destitute.  The Trustees have latitude and that's why each case has to be looked at individually.  There was discussion on weighing the cost of collection against the amount to be collected.  But the Trustees have an obligation to recognize the error and study the issue and then make some attempt to collect if practicable.  It was questioned if the Trustees can forgive the overpayment error and allow the retiree to continue his benefit.  Mr. Roche said he thinks they can, but have to do research.   
                                            MOTION PASSED WITH MR. DORSEY VOTING AGAINST

17.
Scheduling next meeting.  For March 9, 2011 at 9:30 a.m.



The following motion was made by Mr. Dorsey:


MOTION:  
To dismiss the meeting at 1:55 p.m.

Robert Hecker





Date

Linda Stern, Administrative Office


Date 
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