HARBOR POLICE RETIREMENT SYSTEM
BOARD OF TRUSTEES  MEETING

MARCH 9, 2011
HELD AT HARBOR POLICE HEADQUARTERS

POLICE ACADEMY CLASSROOM – 1ST FLOOR
TRUSTEES PRESENT:



TRUSTEE MISSING:




Benny Harris





Frank Jobert

James C. Randall
Kelvin Randall
Mark Williams
Clay Miller
Robert Hecker

Steven Dorsey
ALSO PRESENT:
Becky Hammond of Silva, Gurtner & Abney, and Linda Stern of Zenith Administrators (joined the meeting at 10:35 a.m.), Randall Roche, Attorney
1.
Chief Hecker called the meeting to order at 9:35 a.m. and it was determined that there was a quorum present.

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


October 9, 2010.  


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

MOTION:
To approve the October 9, 2010 minutes as written.



MOTION PASSED UNANIMOUSLY WITH THOSE PRESENT

November 9, 2010.


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

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



MOTION PASSED UNANIMOUSLY WITH THOSE PRESENT
4.
Travel for Training.  The brochure for the annual AIM/CSG conference was sent out.  Attendance to this had been pre-approved.  Chief Hecker had attended another conference which covered the required training.  If anyone else has any other scheduled training to attend, they need to send in the request.  As long as it meets statutory standards, this would be accepted for the educational requirements as long as it is within the $2500 maximum per year.
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5.
Deceased members.  Two retirees passed away, Frank Piediscalzo and Arthur Mata.

6.
Regular Audit Report - On a 90 day extension for the regular audit report. Update from Becky Hammond.  Ms. Hammond indicated any invoices for services prior to June 30, 2010 had been provided to her by Zenith and were now included.  The investment numbers had been verified through statements. She is sending out confirmations which is the only other piece required on the investments.  She will need financial statements from these companies on their whole investment package to complete those footnotes.  She is waiting for Mr. Conefry's actuarial valuation.  She asked for approval from the Trustees of the financial statements she will be presenting to Mr. Conefry.


Ms. Hammond said she started with Zenith's numbers.  She wanted to make the Trustees aware of some issues with the investments.  Zenith uses Argent's statements as well as some statements from the individual alternative investments.  Argent's statements are usually about a month behind.  What they say for June is actually May's balance and there were a couple that may have been April's balance.  She wanted the Trustees to know that the numbers the Trustees receive from Zenith are not always from that month.  If they didn't get the statement, they didn't update the number; therefore, the Trustees are not getting the true picture for that month.  If the Trustees want, she can provide copies of the journal entries.


Mr. Williams said Zenith was supposed to be making the adjustments.  Ms. Hammond asked if the Trustees wanted Zenith to keep it on an accrual basis as they didn't do that.  Mr. Williams said they particularly needed to do that for the end of the year.  Ms. Hammond said she had to make all the adjustments for the receivables and payables, etc.  Mr. Williams said Zenith should be making all the adjustments monthly.  Ms. Hammond said they had not changed anything from last year's methods.  She said she was okay from a regular accrual standpoint for instance the receivables and payables, if she knows that is part of what she needs to do ahead of time, she will understand that she is to assist by making those types of entries, that won't be a finding for her.  It's when she has to adjust the investment numbers, which Zenith should be able to do as of June 30.  That means the statements the Trustees are getting are not quite the numbers you think they are.  The reason they are not correct is due to receiving late from CSG.  They adjust everything they can at that point.  She didn't know if there was any way to push those investment companies to get something more timely so that the Trustees are getting better numbers. 

Mr. Williams said it should at least be noted at the end of the financial statements that this is an older balance and note what adjustments had been made.  This is especially important at year end, and to indicate on future statements, like in August, what the adjustments are for prior year end.  Ms. Hammond indicates it stems from Argent as Argent doesn’t update theirs. Therefore, Zenith has to go to the alternative statements to get a true number.  Ms. Hammond said they do update the information when they get it.  Mr. Williams said the problem seems to be between CSG providing the information, Argent receiving it, and then their providing the information to Zenith.
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One of the Trustees said they need to address the issue by steps to the various sources.  Ms. Hammond said the first step would be the Argent statement as there are a number of accounts related to those statements.  These are the ones being sent to Zenith.  Those don't seem to have an issue, they are being adjusted timely.  The next piece is all the alternative investments which include Americus, CA Core, Equitas, Emory, Goldentree, Ironwood, and Thornburg.  These are outside Argent's normal process.  Argent has a statement that includes all of those funds, but they don’t take a lot of responsibility for what's in that one.  Those are the ones where the Trustees are getting a separate statements from CSG and not from Argent.  Ms. Hammond indicated the ones that were not timely were Americus, CA Core, and Emory.  She had to adjust those.  Chief asked if those were not sent timely to Zenith, that Zenith produced the statement without them.  Ms. Hammond verified she assumed that was the case.  The only other piece would be on an annual basis to report receivable amounts, which would include contribution receivables, both member and employer, and there is a small fine receivable.  Those three numbers can be taken from the July activity on the Argent statements.  It's an easy number to get to.  Chief Hecker if that wasn't done either and Ms. Hammond verified that it had not.  There is also an accrued interest amount which Ms. Hammond indicated she pulled from Argent's statements.  It is about $20,000 per year.  Then accounts payable. 


(There were comments by a few Trustees, but as it was on the old recorder, I was unable to distinguish most of them).


Mr. Williams commented that since it was brought to Zenith's attention last year what needed to be done, they should have taken care of it this year.  


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


MOTION:
To accept Ms. Hammond's report presentation for completing the regular audit.




MOTION PASSED UNANIMOUSLY WITH THOSE PRESENT  
7.
Valuation Report.  There was discussion as to what Mr. Conefry was requesting from the Trustees before finalizing his valuation.  Chief Hecker said he thinks he wants the Board to verify the figures that he is using for the valuation.  His reason is that he uses figures provided by Zenith, and he is concerned that when he goes forward based on these figures, if there are mistakes, they will be put on him, not on the numbers.  Mr. Williams advised that some of the data provided by Zenith is incorrect, such as birthdates, option type.  That's why Mr. Conefry wants it verified.  Chief Hecker will ask him specifically what he needs. 

Mr. Williams said he will verify the information he has, and the information can be given to Ms. Stern to have the system corrected.  Mr. Roche said the Trustees can tell Mr. Conefry that they 
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are approving the data was sent to him, even if it isn't completely accurate.  There is a deadline involved.  

8.
Information from LATEC conference.  There is an advisory committee that will make recommendation to the legislature for the Municipal Police to go from 7 1/2% to 10% for employee contributions, for Firefighters to go from 8% to 10%, and Municipal Employees to go from 9 1/4% to 10%.  
9.
Continuation of Legislative items.  Mr. Williams passed out Exhibit I for reference and explained the Key to Text.  Beginning on Page 37, bottom of page.

The list of retirees on Page 38 will be impacted.  The ones in red are affected by 3699(A)(1)and(2).  Those under 3699(A)(1) the actuarial cost to purchase time can be calculated and spread over 3 years or a lifetime.  The same for military credit used to be eligible to retire.  


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


MOTION:
For a member hired on September 23, 1970 (Aaron Branch), to exempt that 


member from provision 3683(3)(A) that requires membership as of August 1, 


1971 to be eligible for military service credit.




MOTION PASSED UNANIMOUSLY


All the ones listed on Page 38 didn't purchase credit. For the Trustees to give this credit, they could get the actuarial cost of the military credit to collect and spread it out over a period of time.


Mr. Roche discussed the matter of if the corrections were made, it would change the actuarial figures for a possible buyout by LASERS.


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


MOTION:
To adopt 3699(3), which as stated requires members to purchase the actuarial 


value of military service time used to obtain retirement eligibility.




THIS MOTION WAS TABLED FOR A LATER TIME.
10.
Decision on Reconciling Benefit Errors


Chief Hecker indicated the Trustees needed to decide what method they want to use to reconcile the benefit payments.  Opinions from the legislative auditors were 3 years for the people the System owed money to, and 10 years for the people who owe the System.  The current statute indicates to correct the benefits going forward. 
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Mr. Roche said he had been asked who was the Board more likely to be sued by.  His opinion was anybody who has their benefit reduced, or anybody the System owes money to but don't pay the full amount owed.  If the Trustees don't try to collect the overpayments, maybe no one would sue.  


Mr. Dorsey said if they follow the current statute and give them their money, that would be correct.  Mr. Miller pointed out that they would also have to attempt to collect the overpayments also.  


Chief Hecker said the legislative auditors also have expressed their opinion that the Board should be paying the 7% interest on those who are refunded their employee contributions.  This would only go back 3 years.  Mr. Roche said the Board could pick and choose because the Board can vote to do what they choose to do.  Over the years there have been a lot of refunds made but not in the past 3 years.  Ms. Stern reminded them that there are many that are just sitting there because they haven't applied for it.  There would be a good amount of interest on those.  


The Board put in the statute that if they do not apply, they won't get the refund.  Chief Hecker said that now when they leave, they are given their money.  


There was more discussion on the collection of overpayments.  Mr. Roche said the Board can decide and he can make an argument against it or for it.  

Ms. Hammond said there had been changes since the initial calculations were given.  In April 2010 the initial figures $141,387 owed to the retirees and they owed the System $45,296.  She said now there is $378,000 owed to the System and $147,000 owed to retirees.  That was cumulative and after the 2 1/2% change was made.  Other changes were also made.        

Mr. Roche clarified that the errors have to be corrected for benefits going forward.  As for overpayment, this can be done actuarially.  Chief Hecker asked if there was any flexibility where under certain circumstances the Trustees can choose not alter the benefit at all.  Mr. Roche said they have to pay the correct benefits to the members from the time it is determined what the correct amount should be.  Flexibility is only on collecting overpayments or paying underpayments.

Ms. Stern asked if they would pursue estates, etc. for any of the dead pensioners.  Mr. Roche said he didn't think they should.  Ms. Hammond asked if the Board had an obligation to remit the money to the State. Mr. Roche advised the money has to remain in the Plan.  If anyone wants to claim it, it is there. 

Chief Hecker presented 4 options, with all options including correcting the payment going forward:  #1 - Provide a 3-year schedule for underpayments to be paid to the retirees and 10-year
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schedule for repaying overpayments to the System.  #2 - Anything that happened more than 10 years ago will have no change, except going forward.  #3 - To pay any underpayment owed to a retiree from day 1, pending actuarial study to determine that this will not affect the future solvency of the Plan, and forgive the overpayments that are owed but to correct the benefits going forward.  #4 - Whenever the error was made, only collect or pay for up to the last 10 years. 

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


MOTION:
To adopt Option #3 to pay all retirees the full amount and forgive those retirees 


who owe the system but correct all benefits going forward.  This is pending 


actuary study that this will not affect the solvency of the Plan.




MOTION PASSED, 6 TO 1


Ms. Hammond can proceed with doing those calculations when all the issues are addressed.


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


MOTION:
When reconciling benefit errors, the correction will be determined on the 



net amount of error.




MOTION PASSED UNANIMOUSLY  


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


MOTION: 
Based on the motion that forgave all overpayments, those members whose 



retirement eligibility was based in part on military service credit will be acceptable 

as originally calculated, waiving 3684(C) in the current statute.  The benefit 


calculation that included free military service credit is acceptable, regardless of 


State statute that applies, 29.251.2.B.

There was additional discussion on when these retirees earned the military service credit.  It was all before the HPRS went into effect, but could possibly have been while they covered under LASERS as some were working before the Korean conflict began.  There is no indication that any of these participants paid anything for this credit.  But it had been previously approved.  



MOTION PASSED UNANIMOUSLY
The following motion was made by Mr.Williams and seconded by Mr. James Randall:
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MOTION:  
Based on the motion that forgave overpayments, the members listed in 3699(A)(1)  

will be allowed to use leave to determine eligibility.  This motion overrides prior 


motion on this subject, whereas they would have been required to buy leave.



MOTION PASSED UNANIMOUSLY

There were various administration changes to be made.

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


MOTION:
To change administration of provision 3682(1) adding without any interest; on 


provision 3682(15) to add "definition of dependent"' on 3682(37) to add 



"successive or joined months"; on 3682(38) to add "who died while employed" to 


the definition of Survivor's benefit; to 3683(3) add "be refunded his employee 


contributions" and remove the yellow "become a beneficiary or"; on 3682(29) 


remove "prior service"; on 3684(C) will become 3684(A)(1) and add "be based, 


shall"; on 3684(2) and (3) add "unused sick and purchased military service credit"; 

on 3684(4) to calculate creditable service; on 3684(B)(1) hours of leave.  



Beginning on Page 7, on 3684(C) add "as stipulated in R.S. 11:3688" and remove 


in yellow "the actuarially assumed"; on Page 8, 3685 (A)(1)(a) "shall be entitled" 


and remove "who has" in yellow;  on Page 9, 3685(A)(1)(ii) add "inclusive of 


purchased" (leave the 10-year plan in place); 3685(A)(1)(iii) add "exclusive of 


purchased" and remove "shall be entitled"; on 3685(A)(2) change Survivor 


Benefits from 5 to 10 years with no change in remarriage is allowed; on 



3685(B)(ii) add the 40% section in green; on 3685(B)(iii) add the 30% section in 


green. 




MOTION PASSED UNANIMOUSLY
11.
Determine date of next meeting.  Schedule for Thursday, March 17, 2011 from 9:30 a.m. to 2:30 p.m.

12.
Letter to Active Members.  Chief Hecker presented a copy of a letter he was sending out to the active members (Exhibit II).


Mr. Williams left the meeting at 2:45 p.m.

13.
Letter to legislative auditors.  Chief Hecker indicated he was sending a letter to the legislative auditors as he had gone through their objectives and #5 was supposed to tell the Trustees if this 
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System is solvent now and in the future.  He thinks that should have been the most important thing they have been doing and wants more explanation.
14.
Review New Hire Information.  


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


MOTION:
To approve the new hires, Ardiel Washington and Lamus Lundy for eligibility to 


be members of this Retirement System.  However, Lundy will need to clarify his 


expired drivers license and will need to make a correction on the calculations for 


his beneficiaries.




MOTION PASSED WITH 5 YES VOTES, WITH MR. HARRIS ABSTAINING


The following motion was made by Mr. Dorsey:


MOTION:
To adjourn the meeting at 4:30.
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Robert Hecker, Chairman
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Linda Stern, Administrative Office
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