HARBOR POLICE RETIREMENT SYSTEM
BOARD OF TRUSTEES  SPECIAL MEETING

MARCH 17, 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:
Linda Stern of Zenith Administrators; Becky Hammond of Silva, Gurtner & Abney
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.


December 8, 2010.  


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

MOTION:
To approve the December 8, 2010 minutes as written.



MOTION PASSED UNANIMOUSLY

December 17, 2010.


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

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



MOTION PASSED UNANIMOUSLY


January 5, 2011


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


MOTION: 
To approve the January 5, 2011 minutes as written.




MOTION PASSED UNANIMOUSLY
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4.
Report on Benefits Audit by Becky Hammond


Ms. Hammond said she had met with Mr. Williams and reviewed the data.  She has 12 retirees that she has to go back to their files to clarify specific issues. She should be able to finalize their calculations unless there is something else that affects other retirees.  There are a few decisions that the Trustees need to make.

The first issue is whether the Trustees want to collect interest or pay interest on the amounts owed or due back to the system. Chief Hecker indicated he thought the AG opinion had given the advice that there was to be no interest either paid or collected.


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


MOTION:
The Trustees do not pay or collect any interest on miscalculated benefits, to 


include no payment of interest on employee contribution refunds.  This motion 


shall supersede any prior decision pertaining to this matter.


There was some discussion on whether interest had to be paid on employee contribution refunds.  There was an opinion from the legislative auditors based on various legal opinions, but it was only an opinion.  Mr. Roche had previously said the Board can establish their own guidelines regarding payments.  




MOTION PASSED UNANIMOUSLY  


The next issue was the one of military service credit.  She needs to clarify it being used for eligibility for a benefit, and the use of this credit in the calculation of their benefits.  In order for it be used, did the member have to buy back the service.  As it is her understanding that none of the members had bought back the credit, does she used this credit in the calculations. 

Mr. Williams indicated that everybody who asked for military service credit was given free military service credit.  Some used it to qualify for benefits and the Board had already voted to forgive that.  Some was used for benefit calculation, and he thinks the Board had also voted to forgive that.  Some were not eligible as they enlisted in peace time.  It would have been necessary for them to be drafted in peace time or enlist during a period of war to be eligible.  He doesn't think that has been forgiven by the Board.  He would like to have Ms. Hammond calculate her spreadsheet with all the errors on them, put the statute changes to fix everything that the Trustees want to fix.  Then when the Trustees review on an individual basis, they can see the total impact on members.  For those who are deceased, the Board can individually decide not to pursue.  Ms. Hammond needs direction on how to proceed.

Harbor Police Retirement System

Board of Trustees Meeting March 17, 2011

Page 3


Chief Hecker indicated that the motion as previously adopted, but that may not capture everything, was to pay all retirees the full amount and forgive those retirees who owe the system but correct all benefits going forward, pending the actuary study whereas this will not cause the solvency of the Plan.


Ms. Hammond said these isolated incidences would not be corrected as the people will not be cut off because they should not have been eligible to begin with.  These will be listed as ongoing errors and when the Board does the case by case study, then they would have to vote on what to do. These will be big numbers and cause a big difference in how much is being forgiven. She will break down each individual retiree and show each specific cause.  She will pro-rate the military service credit on her report.    


Mr. Kelvin Randall said he thought the Trustees should know what kind of impact those decisions will have on an individual basis before the statutes are changed. Mr. Williams said they were just making exception for those who were calculated incorrectly, not changing the statute.


No motion was made on this issue at this time.

The issue causing the biggest impact is the handling of the 2 1/2%, 3%, and 3 1/3% rates.  Ms. Hammond is now making the changes on her spreadsheet to show the impact.  


It was pointed out that the original forgiveness motion had the stipulation that if the forgiveness has a significant impact on the solvency of the Plan, it would be revisited. 


The issue of interest paid on DROP payments.  Mr. Williams said previously the Plan used the 3-year average earnings to come up with the interest in any one year of DROP.  The statute says they should be paying the actual earnings each year on the DROP funds on hand during that year.  Currently all the DROP interest that has been paid is wrong.  

There was discussion on whether, if it was determined that someone had been overpaid DROP, whether the Board had decided that this was something that they would try to collect from the retiree or reduce their benefit, or if any decision had been made.  Chief Hecker said he didn't know if they had decided if DROP payment errors were included in the forgiveness.  


Mr. James Randall joined the meeting at 10:25.


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


MOTION:
To clarify and re-affirm the previous motion made by Mr. Miller on March 9, 


2011 pertaining to the forgiveness of money owed to the system or payment of 


money due to members.  Those adjustments will include all types of errors, and all 

errors will be evaluated as to the impact on the system.     
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MOTION PASSED UNANIMOUSLY


Ms. Hammond questioned who would provide the interest rates.  It was clarified that Mr. Conefry could provide her with interest rates for all years.  She will need to check to see when the first person entered DROP, and to confirm what time periods those interest rates covered. 


The next issue to be addressed was the COLA issue.  Some of the retirees received COLA the year following the year they retired.  Mr. Williams advised her that COLA isn't paid until a person has been retired a full year.  Ms. Hammond said she would double check those to make sure that everyone who received a COLA was entitled to it.


Mr. James Randall questioned what his actual benefit would be, the amount before the reduction for a Joint & Survivor benefit or the amount after the reduction.  Ms. Hammond clarified that his benefit would be the amount after reduction.  Mr. Williams explained that there is no additional benefit paid back into the system because he chose a reduced amount.  The benefit is actuarially calculated based on there being a reduction.  With the pop-up option, a benefit could go back to the original benefit, but Ms. Hammond is unsure what he elected.  She will double check that.


The next issue to be addressed was the dates of death or any other changes that have been put into place.  Ms. Hammond asked if Zenith could provide that.  Mr. Williams had e-mailed Ms. Stern and she advised that she would respond to the e-mail when she returned to her office.


Chief Hecker said he had talked with Pat Galwey and he wanted to know if Ms. Hammond could come up with an estimated cost based on the forgiveness and payout plan.   Ms. Hammond gave the following:   without taking into account the military service credit people as previously discussed, the amount owed to retirees is approximately $235,675; the approximate amount that the Trustees would be forgiving would be $698,244.   Of those amounts, $238,322 relates to the 2 1/2% vs. the 3% and 3 1/3% error. That is a large percentage of the errors.  This is without any interest being paid back.  Of that $238,322 issue there were 14 retirees involved, and 7 of them are still receiving benefits.  That would be $141,000 that they would owe the system. That's based just on that error and they could have other errors that counteract some of that.  

Ms. Hammond also pointed out another large part of the change from the original $38,000 and $698,244 amounts owed the system to be forgiven, is because of three retirees who actually retired before they were age 50.  Their benefit had to be re-calculated at 2 1/2% because they are technically Early Retirees instead of Normal Retirees.  That issue may need to be fixed with a statute change.  With just those three people, $293,852 was added to the overpayment amount.


Chief Hecker verified that Ms. Hammond would come with a correction on each retiree that the Board would need to review and get a bottom line figure of what is owed to the system vs. what 
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the system owes the retirees  The motion made was to forgive and pay out as long as it did not have an adverse effect on the system.  That will need to be determined before a final decision is made by the Trustees.  Ms. Hammond indicated she would go through the files one more time. She will provide the information on a spreadsheet indicating the amount being paid each individual, the amount of the adjustment, and the total figure on each person.  This is to include the actual future amount to be paid to each person.  

Mr. Williams also indicated that COLA adjustments are wrong in quite a few files.  


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


MOTION:
To accept the preliminary report by Ms. Hammond acknowledging the figures are 

not yet complete.    



MOTION PASSED UNANIMOUSLY

5.
Legislation to be submitted by the Port.  Chief Hecker passed out a notice from Port Management (Exhibit I) indicating that they intend to introduce separate legislation.  He was initially under the impression that there was an agreement between the Port and the Harbor Police Retirement System that the Board's legislative changes would coincide with theirs, but apparently there was a decision not to wait for that.  But, rather, the Port would do this on their own.  Chief Hecker said he knows the Trustees will want to discuss the composition of the Board.  He feels that if the Port is going to discuss these substantial changes, he would have liked to have the Board discuss it first and to give their opinion.  Mr. Williams said his understanding was that both Port and Board would support the same changes.  The Port has been provided with changes to date, and he was of the understanding that if they had issues, they could come back to the Board to address it.  Chief Hecker said he thinks the Port should allow the Board time to discuss before any legislation is submitted.  He thought the agreement was for the Board to concentrate on the benefit errors and to get the statute up to date and change those vague areas of the statute.


Chief Hecker spoke with Gina Brown, legislative auditor, and it was not their suggestion to change the composition of the Board, just for the Port and Board to have a greater communications process.  He doesn’t feel it is appropriate for the Port to bypass the Board with benefit changes. He would like for everybody to be on the same page.  He understands that they are the Plan sponsor and he respects them.  He has tried to improve communication by sending everything the Board does and any decisions made to the Port. 


There was discussion on how the change should occur on composition of the Board.  It was pointed out that if the Port wants additional members from the Port, they should make sure that is people who want to serve on the Board, who would take interest being active participants, not just to say that they have 4 members from the Port side.  Mr. Harris pointed out that even though 

Harbor Police Retirement System

Board of Trustees Meeting March 17, 2011

Page 6


they have the final say in how things are done, the money actually belongs to the Harbor Police Retirement System members.  It was agreed this matter will require much more study.  Chief Hecker said he thinks there should be some recognition that the current eight Board members have done more work for this System than any other Board members since the System began in 1971.  Mr. Harris and Mr. Jobert were elected by the Board unanimously because the Board felt that they could help resolve and run this system.  He will write to the Port Management to express their feelings.  All the Trustees want communication to go both ways.  As a courtesy, the Port should this Board informed of their intentions.


Ms. Hammond recommended that the Board ask for an additional 30 day extension for the 2010 financial plan.  

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


MOTION:
To have Ms. Hammond request an additional 30 day extension for the 2010 


financial plan caused by the delay of the legislative auditor reports, benefits audit 


report, and delayed information to be sent to the actuary.




MOTION PASSED UNANIMOUSLY


Ms. Hammond left the meeting at 11:50 A.M.

6.
 Legislative agenda.

Paragraph 3685(A)(2)(b)(iii). Wording needs to be changed regarding 30%, 40% and 60%.  There is no definition of surviving children.  This matter was tabled until Mr. Williams could discuss it with Mr. Roche.  The Trustees want it clearly defined.

Paragraph 3685(A)(2)(c)(i).  Most plans have provisions for totally physically handicapped or mentally disabled children and this plan does not.  This is an additional benefit for this plan for children over age 18.  It is to provide for a disabled child of an active member who dies while still employed.  These changes would be predicated on approval by Mr. Roche.  


Paragraph 3685(A)(2)(c)(ii).  .  The purpose of this is to add that the member or surviving spouse must provide proof of disability initially from a doctor.  Then annually the surviving spouse or guardian must submit a notarized statement that the child is still disabled and is not receiving any additional assistance by May 1 of each year and if not done, the benefit will be discontinued until it is done.  It is the member's responsibility to keep the system informed of any changes in the dependent's condition.  

The following motion was made by Mr. Williams and seconded by Mr. Kelvin Randall:
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MOTION:
To change the wording in Paragraph 3685(A)(2)(b)(iii) as stated in the document, 


to add the words in Paragraph 3685(A)(2)(c)(i) as stated predicated that Mr. 


Roche advises that language is required as written.




MOTION PASSED UNANIMOUSLY


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


MOTION:
To make changes as stated in Paragraph 3685(A)(2)(c)(ii) as stated.



MOTION PASSED UNANIMOUSLY.


Paragraph 3687.  Addition of Options 5, 5A, and E to make provisions for handicapped child.

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


MOTION:
To adopt Paragraph 3687(A)(7), which is Option 5, Paragraph 3687(A)(8), which 


is Option 5A, as they pertain to handicapped children and Paragraph 3687(E)(1-5), 

as it pertains to payments for children to be handled by a Trust.




MOTION PASSED UNANIMOUSLY.


Paragraph 3685(A)(2)(f) moving to disability section and moving part of Paragraph 3686(E) to become Paragraph 3685(A)(3)(a).

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


MOTION:
To remove Paragraph 3685(A)(2)(f) to be moved into the section that discusses 


disability Paragraph 3686(E), and to add Paragraph 3685(A)(3)(a) as stated which 

was moved from Page 27 Paragraph 3686(E).




MOTION PASSED UNANIMOUSLY


Paragraph 3685(B)(4)(i) and 3685(B)(4)(ii) regarding military service.


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


MOTION:
To make changes as stated to 3685(B)(4)(i) as it pertains to eligibility for DROP, 


and to 3685(B)(4)(ii) regarding inclusion of purchased military service.




MOTION PASSED UNANIMOUSLY
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Paragraph 3685(B)(13) addresses the issue of leaving DROP early and still drawing interest on the money and adding options.


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


MOTION:
To make changes to Paragraph 3685(B)(13) to allow members to collect interest if 

they leave DROP prior to the 5-year period, and to allow members who leave 


DROP early to exercise the options as stated in Paragraph 3685(B)(13)(a,b,c) and 


directly after (c).



MOTION PASSED UNANIMOUSLY. 

Paragraph 3685(B)(16)(c), Paragraph 3685(B)(17) and Paragraph 3685(B)(18) to clarify wording.


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


MOTION:
To make changes as stated on page 14 under 3685(B)(16)(c), 3685(B)(17) and 


3685(B)(18) for clarification.




MOTION PASSED UNANIMOUSLY


Paragraph 3686 regarding disability retirement.  Mr. Roche had indicated that the following changes needed to be made regarding the medical board, procedures for claiming disability and how it is evaluated.  The current plan isn't clear on when a disability can occur, that it must be a result of something that happened while employed by the Harbor Police.  

There was discussion on how the medical examination process works.  

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


MOTION:
To adopt all changes in Paragraph 3686 pertaining to disability retirement as 


stated in the Plan except as noted for changes for medical board in Paragraph 


3686(A)(1) and Paragraph 3686(A)(4) on page 23 "other than 20 year actuarially 


reduced retirement". 





MOTION PASSED UNANIMOUSLY


Chief Hecker will write a letter regarding the legislation.  


He has written a letter to Gina Brown asking that they revisit the issue of Audit Objective #5 which was the funding issue.  The Board has one actuary report, and this was supposed to be an 
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independent actuary report, and the Board has received nothing.  If there is to be discussion on changing benefits and the future of the Plan, Chief Hecker feels the Board needs to know something from the legislative actuary.  He gave her the report done in 2009 showing that the Plan would be facing some deficits if things weren't changed.  He feels he should go on record asking for their report.

Mr. Williams will submit the information to Mr. Conefry.

7.
Scheduling next meeting.  For Friday, April 8, 2011 at 9:30 a.m.



The following motion was made by Mr. James Randall:

MOTION:  
To dismiss the meeting at 1:35 p.m.

Robert Hecker





Date

Linda Stern, Administrative Office


Date 
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