HARBOR POLICE RETIREMENT SYSTEM
BOARD OF TRUSTEES  SPECIAL MEETING

APRIL 21, 2011
HELD AT HARBOR POLICE HEADQUARTERS

POLICE ACADEMY CLASSROOM – 1ST FLOOR
TRUSTEES PRESENT:








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, and Randall Roche, Attorney
1.
Chief Hecker called the meeting to order at 9:44 a.m. and it was determined that there was a quorum present.

2.
No comments from public.  
3.
Approval of Minutes was tabled to another time.

4.
Final Benefit Errors Report - Becky Hammond

Ms. Hammond passed out a copy of the results of her audit (Exhibit I).  The first page gives information on what the benefit amounts are.  This report reflects both the differences with all errors, and the amount without the Military and 2.5% errors.  Page two gives the cumulative errors through April 30, 2011.  Page three are errors if they had a separate DROP calculation and the DROP calculation had to be recalculated because they used too much annual or sick leave.  This includes the pro-ration for military service.  All of the retirees on the list are still receiving a benefit.  

Mr. Williams said the only thing not showing on the list is the total impact on the system for the errors when a member wasn't eligible to retire.  They shouldn't have been paid a benefit at all.  He asked for the total amount paid out.  Even though the Trustees had agreed to waive the amount, they still wanted the dollar amount of impact to the system.  Total forgiveness of all overpayments is in what was proposed, but is depending on the total impact on the system.  Ms. Hammond looked at the amounts involved on the two people with military service credit error (if not prorated). This was $397,541.06 for Melvin Hurd and $444,208.73 for Aaron Branch.  Total impact for all living participants would be $1,000,960.15.  The total effect for the deceased is $106,381 to be paid to them.  
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Chief Hecker wanted to clarify with Mr. Roche that the Board has the authority by virtue of what has been passed thus far, to forgive money owed to the System, and/or pay money owed out. Does that include allowing a benefit to remain as is, or do the Trustees have to correct the benefit

going forward.  Mr. Roche indicated that is a decision they have to make.  Mr. Miller had made a motion to forgive everything owed to the System, and to pay back to the members what was

owed them, if it didn't have an adverse impact to the System.  At that time, the Trustees were under the impression that it would be $200,000-$250,000 for everything.  It has been determined it would be much higher than that.  Did the Trustees say that some of the issues weren't to be considered errors but rather just "past practices" or if they were errors, were just too old, and to allow the retirees not to repay the System.  Mr. Roche advised that is the Board's option.  Chief Hecker had re-read all the minutes, and although they touched on the retirement issues, they didn't spell out how they reached those decisions.  Mr. Roche said there is no clear choice; the Board will just need to make a decision on those issues.  He said they have the authority if it was the practice of the Board and they did it for everybody intentionally, not an error on one or two people, the Board can forgive that error.  If it was an error committed by the person calculating the benefits, then it needs to be corrected.  

Mr. Williams said the statute currently forgives the military and sick/annual leave usage. The only thing not being forgiven is the 2.5% error.  They would need to put in a provision to the statute change to forgive that.  That would fix all the small calculation errors.  On the benefit going forward, the Trustees would need to decide whether to go with total forgiveness as it is currently in the statute but add the 2.5% to the total amount being forgiven.  

Chief Hecker said as a fiduciary and knowing the condition of the Plan, he feels anything that falls under past practice, to include the way they calculated sick and annual, the way they combined getting to the 3 1/3%, and the military leave was done consistently.  He thinks the statute needs to be revised to reflect the past practices and forgive it all totally, but if there was a calculation error and that benefit is wrong based on that calculation error, those are the errors the Trustees are obligated to correct. 

Mr. Williams said to do this, there needs to be added to paragraph 3699 to forgive the 2.5% error.  That should make all the intended corrections if that's what the Board wants to do.  The total effect of the military service credit error and transferred service at 2.5% error is $319,168.75 


Mr. Miller asked that Ms. Hammond go through the errors on Page two to determine which errors were mathematical errors.  The following errors were done inconsistently, and would therefore be considered mathematical errors:  rounding errors, the 300 hour error, 2080 conversion error, years of service calculation error, sick/annual leave error, average final compensation error, benefit % conversion errors, date of retirement errors, not recalculated after DROP errors, COLA error, child turned 18 error.  Retired before age 50, there is only 1 person (Hollman), it was a very small effect as he was only 5 days away from age 50 and that error was prorated, and would be considered an error.  Ms. Hammond indicated that when she confirmed actuarial factors with 
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Mr. Conefry, there was a different factor that should have been used, and therefore would be considered an error.  She will once more validate this with Mr. Conefry before the actual changes are made.  


The two errors that are to be considered past practice errors would be the 2.5% error and military service error.


Mr. Williams said the things not done in the large document are approving a lot the things in Ms Hammond's spreadsheet.  The Trustees didn't vote to fix them.  He feels it is important for the Trustees to vote on fixing the individual errors.


Bill 569, page 78, number 7 is wrong.  Mr. Roche has sent the correction to them, but they haven't picked it up yet.  His correction will reflect what the Trustees voted on, to forgive all overpayments and pay all underpayments.  Mr. Roche will check to make sure they picked that up, along with anything that is decided in today's meeting.  

It was decided to table the decision on Ms. Hammond's report and finalize the statutory changes as noted in the document passed out by Mr. Williams at the December 8, 2010 meeting before the final vote is made.


Ms. Hammond advised that all but 2 retirees will have changes in their monthly benefit.  The total changes are $352.65 more per month.  That is assuming the legislature accepts all the changes.


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


MOTION:
To fix the 300 hour error (error #52) as stipulated in Ms. Hammond's spreadsheet  



MOTION PASSED UNANIMOUSLY  


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

MOTION:
To fix the annual percentage factor (error #53) as stipulated in Ms. Hammond's 


spreadsheet.



MOTION PASSED UNANIMOUSLY


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


MOTION:
To correct the actuarial factor used to calculate certain benefits of some retirees 


(error #54) as stipulated in Ms. Hammond's spreadsheet.
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MOTION PASSED UNANIMOUSLY


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


MOTION:
To fix the annual percentage factor used (error #55) as stipulated in Ms. 



Hammond's spreadsheet for reciprocal retirements.



MOTION PASSED UNANIMOUSLY


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

MOTION:
To correct the highest average compensation (error #56) as stipulated in Ms. 


Hammond's spreadsheet (the last 36 months was used instead of the highest 36 


months).




MOTION PASSED UNANIMOUSLY


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


MOTION:
To correct the highest 36 months earnings (error #57) as per Ms. Hammond's 


spreadsheet (didn't have the final months of earnings when calculated and final 


months are higher than the 36 months used) 



MOTION PASSED UNANIMOUSLY


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


MOTION:
To correct the highest 36 months earnings (error #58) per Ms. Hammond's 


spreadsheet (given credit for highest 3 fiscal years instead of 36 months).




MOTION PASSED UNANIMOUSLY


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


MOTION:
To correct the highest 36 month earnings (error #59) as per Ms. Hammond's 


spreadsheet as members were not given the highest average compensation (they 


were given only credit for their base salary instead of the actual salary earned).



MOTION PASSED UNANIMOUSLY


The following motion was made by Mr. Williams and seconded by Mr. James Randall:
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MOTION:
To correct the highest 36 month earnings (error #60) as per Ms. Hammond's 


spreadsheet as the members were given some months base pay, some months 


actual earnings.




MOTION PASSED UNANIMOUSLY


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


MOTION:
To correct the highest 36 month earnings (error #61) as per Ms. Hammond's 


spreadsheet as the members were not given credit for the highest 36 months of 


average compensation (the administrator used something other than the figures 


reported by the Port's payroll, Ms Hammond was uncertain how they reached that 


calculation).



MOTION PASSED UNANIMOUSLY


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


MOTION:
To correct the highest 36 months earnings (error #62) as per Ms. Hammond's 


spreadsheet as some monthly earnings were pro-rated (as the member didn't work 


all days of the month) instead of using actual earnings for the entire month.



MOTION PASSED UNANIMOUSLY 


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


MOTION:
To correct the highest 36 months earnings (error #63) as per Ms. Hammond's 


spreadsheet as the members were not given credit for the highest 36 months 


(errors found not to be correct, unknown how they reached the calculations).




MOTION PASSED UNANIMOUSLY


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


MOTION:
To fix the error regarding wrong hire date used in the calculation (error #64) as 


per Ms. Hammond's spreadsheet.




MOTION PASSED UNANIMOUSLY


The following motion was made by Mr. Williams and seconded by Mr. Dorsey:
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MOTION:
To fix the error where a beneficiary of a disabled member was erroneously paid 


the balance of the employee's contribution instead of 6 monthly benefits payments 

(error #71) as illustrated in Ms. Hammond's spreadsheet.




MOTION PASSED UNANIMOUSLY


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


MOTION:
To fix the calculation for a member who retired under age 50 (error #73) as per 


Ms. Hammond's spreadsheet.




MOTION PASSED UNANIMOUSLY


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


MOTION:
To fix the error where a beneficiary of a retiree on Maximum benefit was 



erroneously paid the remaining contributions (error #75) when nothing should 


have been paid, to be corrected.  This was on deceased retiree Belanger.


There was conversation on what happens if a member chooses the Maximum benefit dies within a matter of months following his retirement.  It was verified that there would be no benefit at all to anyone after the date he dies.  Not even unpaid employee contributions.




MOTION PASSED UNANIMOUSLY


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


MOTION:
To fix the error where a beneficiary of a retiree on Maximum benefit was 



erroneously paid a lump sum benefit (error #76) when nothing should have been 


paid, to be corrected.  This was on deceased retiree Sallier.




MOTION PASSED UNANIMOUSLY


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


MOTION:
On member Jack Cox, disability benefit was miscalculated based on the wrong 


monthly amount (error #77), to correct. The benefit was underpaid by $188.00.



MOTION PASSED UNANIMOUSLY

The following motion was made by Mr. Williams and seconded by Mr. Kelvin Randall:
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MOTION:
To correct the error of the initial month's benefit being miscalculated (error #78).  


The initial month isn't always a full month.  To make corrections on the 5 



members with errors.


There was discussion on whether or not the members have been retired for more than 10 years. To disregard the 10 year comment.




MOTION PASSED UNANIMOUSLY

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


MOTION:
To allow the calculation using the rate in effect at the time the member retired 


(error #18).  This was done consistently in the past.  The statute calls for paying 


the member at the the transferring system's accrual rate.




MOTION PASSED WITH 7 TO 1 VOTE.  MR. HARRIS ABSTAINED.

Chief Hecker had been approached by two members who are currently in DROP.  They wanted to know if the Board would consider lifting the penalty of losing interest on their amount in DROP if they continue working.  Mr. Williams advised that the Board had voted to remove that interest penalty.  They would still remain inactive, but would not lose their interest.  The interest would be based on earnings of the Plan during the years in DROP.  After they leave DROP, it will earn no further interest.  

Mr. Williams said if merging with LASERS, they may ask the new people about DROP.  They will need to know that this system has that Initial Benefit Option hopefully coming up through this legislature.  This will allow them not to go into DROP, and when they retire, they can get up to 3 years of their retirement benefit in a lump sum.  They calculate your benefit as if you retired 3 years earlier.  Then they give you a lump sum.   The member's benefit will be lower, actuarially reduced by the amount of money he is taking.   

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


MOTION:
On Page 32, Line 27 of House Bill 569, to add the words "HPRS" so that it reads 


"a member shall participate in the HPRS DROP only once".   This is statute 


3685(B)(6).




MOTION PASSED UNANIMOUSLY


At this point the Trustees returned to the issue of how overpayments and underpayments are to be handled.  Ms. Hammond has already stipulated what the corrected benefit would be, knowing that the Trustees will consider the Accrual Rates and Military Service as Past Practice and not
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needing to be corrected.   They also decided to do corrections on the mathematical errors which Mr. Miller asked for clarification and the Trustees reviewed.  Ms. Hammond advised on Page 1 of her spreadsheet, the column indicating Revised benefit without Military and 2.5% reflects the correct amount to be paid monthly going forward, the next column would reflect the amount of each individual's change in benefits.

Ms. Hammond provided a cumulative total after removing the Past Practices errors out.  The amount the System will pay out is $92,947.37.  This figure is the total for 26 people.  The amount owed to the System is $105,583.69 and that is for a total for 9 people.  If the amount owed is forgiven, and added to the payout amounts, the total cost to the System would be less than $200,000.00.  The Trustees need to decide if they want to give a blanket forgiveness or go to each individual and see what is owed to the System or what is owed to the retiree.  Letters would need to be written to the individual retirees. There was another discussion on having Mr. Conefry do a life expectancy on each member to decide if it was beyond reasonable.  All of these things would need to be factored in if the Trustees wanted to do a collection process. 

Mr. Williams asked if the $200,000 is too much.  Chief Hecker indicated that a motion was passed to give a total forgiveness to hopefully forego lawsuits, collection procedures, trying to determine who had hardships, etc., if the amount didn't have an adverse impact on the Plan.  That figure is under 2% of the Fund. 


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


MOTION:  
In correcting the mathematical errors for current retirees, survivors, or  



beneficiaries, the Trustees agree to forgive all overpayments and pay all 



underpayments as the total cost is less than 2% of the Plan.  To issue notification 


letters to each survivor and retiree affected.  To begin corrected benefits as of July 

1, 2011.  And to have adjustments made through June 30, 2011.  

Mr. Jobert said he thinks there should be a disclaimer in the letters to indicate this is all subject to legislative approval/change.  Chief Hecker said that the Trustees would be remiss if they don't have a plan to put in motion now that they know what the corrected benefits are.


Ms. Stern said the Trustees have a time line in order to have everything to the bank by June 15th to give Ms. Holmes plenty of time to do what she has to do to have corrected benefits issued for July 1, 2011. Mr. Roche said the retirees need to be given 15 days to respond to the letters.  


Mr. Williams will see if he has a form letter to revise that will fit what the Trustees are voting on, to get it to Ms. Stern.  The data must be sent to Ms. Stern to insert in the letters.  If the letters are out by May 15th, the retirees can be given until May 31st to respond (more than 15 days).  That 
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will allow the retirees 2 weeks to meet with the Board.  Ms. Stern asked if anything would be changed after meeting with the retirees.  Mr. Williams said the Trustees would give those retirees an opportunity to voice their concerns and the Trustees and/or Ms. Hammond to explain it to them.  Mr. Roche suggested that something should be put in the letter to those who had been overpaid that the Trustees had two choices; they could either collect the overpayment and reduce the retiree's benefit, or they could forgive the overpayment and reduce their benefit, and the Trustees chose the latter.    

Chief Hecker verified that Ms. Stern should be able to have the letters out to the retirees by May 15, 2011; that will be pending receipt of the required information during that week.  Mr. Williams should have the form letter to Ms. Stern.  Zenith should have their addresses, and Chief Hecker suggested that the letters be sent certified mail.  Ms. Hammond indicated she would need to update the information for an additional two months.  It was decided the letter could keep the April 30 information and tell the retirees it would be adjusted for two more months.    



MOTION PASSED UNANIMOUSLY


As it was getting late, there was discussion about moving the meeting to another location.


Mr. Jobert asked Ms. Hammonds if Mr. Conefry was waiting for these results.  Ms. Hammond said he was waiting for census data and that the auditors wanted the information from Mr. Conefry so they could finish their report.  Ms. Hammond said he has the census data he needed.


Ms. Hammond said she would follow up with Mr. Conefry to see how his report was coming. He needs to give his report to the legislative auditors so they can finish their report.  Chief Hecker said he still has to give Ms. Hammond the compliance report, and the Trustees will try to get this done at lunch.

5.
Chief Hecker said the only thing left to do was review the Cameron Books and Records Inspection Request.

6.
Determine date for next meeting.  The reviews will be done at the next Board of Trustees meeting the first part of June, preferably the first week to give time to get everything done by June 15th.  The meeting was scheduled for Thursday, June 2, 2011 at 9:30 a.m..  Ms. Hammond will attend this meeting to answer any questions. 

Mr. Williams advised the Board that he would be retiring on May 6, 2011 for personal reasons and would no longer be allowed to serve on the Board.  


Chief Hecker commended Mr.Williams on the amount of work he has put into this audit.  He put an exceptional amount of work into it to make the intricate detailed changes.  As the Chairman, he wanted give him praise on the amount of work he did.  Mr. Roche said he couldn't imagine 
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how much he put into it as he knows how many hours he put into it with him.  Mr. Harris said he commended him on his dedication.  All the Trustees offered their praise and best wishes. 
.  

The following motion was made by Mr. Dorsey::

MOTION:  
To adjourn the meeting at 1:00 p.m.

Minutes from the Supplemental Meeting at 1:30 p.m. at 500 Arabella St., New Orleans

Present at the meeting were Trustees Robert Hecker, Frank Jobert, Clay Miller, Steve Dorsey, and Kelvin Randall.

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

MOTION:
To authorize Scott and Scott to open records on Cameron Investments for litigation 


purposes and to have the Chairman sign the letter for them to begin the process.



MOTION PASSED WITH AFFIRMATION BY ALL TRUSTEES PRESENT
The following motion was made by Mr. Miller and seconded by Mr. Jobert:

MOTION:
To purchase an appreciation plaque to be presented to Mr. Williams:



MOTION PASSED WITH AFFIRMATION BY ALL TRUSTEES PRESENT
The following motion to adjourn was made by Mr. Miller:

MOTION:
To adjourn the meeting at 2:30 p.m.
Robert Hecker





Date

Linda Stern, Administrative Office


Date 
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