HARBOR POLICE RETIREMENT SYSTEM
BOARD OF TRUSTEES MEETING

AUGUST 31, 2011
HELD AT ZEA'S ROTISERIE AND GRILL
1525 ST. CHARLES AVE, NEW ORLEANS, LA

TRUSTEES PRESENT:








Benny Harris




Frank Jobert

Clay Miller 




James C. Randall

Kelvin Randall 



Warner Tureaud

Steven Dorsey




Robert Hecker
ALSO PRESENT:
Linda Stern and Gail Arnold of Zenith Administrators; Randall Roche, HPRS Attorney; Becky Hammond of Silva, Gurtner & Abney, Curtis Williams of CSG
1.
Chief Hecker called the meeting to order at 9:42 a.m. and it was determined that there was a quorum present.  Mr. Harris joined the meeting at 9:46.
2.
No comments from public.  
3.
Approval of Minutes from March 9, 2011


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


MOTION:
To approve the minutes of the March 9, 2011 meeting with the exception of 


adding Mr. Roche's name as having attended this meeting.




MOTION PASSED WITH 5 VOTES, MR JOBERT AND MR. TUREAUD 


ABSTAINED AS THEY WERE NOT PRESENT AT THAT MEETING, AND 


MR. HARRIS WAS NOT PRESENT WHEN VOTE WAS TAKEN.

Approval of Minutes from March 17, 2011


Discussion on Page 2, Paragraph 4.  Mr. Roche advised he still stands by his position in the matter as it will come up again in this meeting.  Many of the items in these minutes have been changed or will come up for discussion again.


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


MOTION:
To approve the minutes of the March 17, 2011 meeting as written.




MOTION PASSED WITH 5 VOTES WITH MR. HARRIS, MR. JOBERT, AND 

MR. TUREAUD ABSTAINING.
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Approval of Minutes from April 8, 2011


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


MOTION:
To approve the minutes of the April 8, 2011 meeting as written.




MOTION PASSED WITH MR. TUREAUD ABSTAINING


Approval of Minutes from June 3, 2011

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


MOTION:
To approve the minutes of June 3, 2011 meeting as written.




MOTION PASSED UNANIMOUSLY

4.
Report by Becky Hammond - Silva Gurtner & Abney


Questions by Bruce Binzel with Legislative Auditors need to be addressed.  


A few people didn’t return survey or returned survey with a date that indicated their benefit should have ceased before they did.


Pamela Lott didn't return survey and benefit was stopped.  Does the Board intend to determine if she was overpaid more than the audit errors found.  Ms. Hammond checked the Social Security Death Index and did not find her, and Mr. Roche will check the service to which he subscribes to see if she is alive.  Ms. Stern will check with Argent to see where her payment was being sent.  The state auditors indicated the Board needs to take action on this matter.

Irma Williams, widow of Finis Williams, remarried March 24, 2006.  Has been overpaid from that time until December 1, 2010 when the benefit was stopped. This was not included in previous overpayments.  Trustees need to determine if money should be recovered.


Durinda Nealy, widow of John Nealy, Jr., child turned 18 on February 13, 2004, benefit not reduced until February 2011.  She was included in forgiven amount.  Does the Board still want to forgive this amount.  The state auditors indicated the Board needs to take action on this matter.


All other names on the list (Exhibit I) need to be decided by the Board as they are no longer receiving a benefit, most deceased.     

Mr. Roche advised the Board needs to determine if beneficiary is alive. On payouts, determine if there is someone to receive it, and if so, pay it.  On the amounts owed, the Board needs to go 
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through the files and put a memo in each of them stating what the reason is for it being forgiven.  Something to show what the problem was.  If there is anything that appears to be fraudulent, the Board needs to see if there is anyone to collect from. If there isn't, then a memo needs to be put in the file.  There can be no vote on those until this is done.


Mr. Roche feels the auditors were looking for something in the file to tell them why the Trustees made their decisions on these files. 


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

MOTION:
To form a committee to conduct research on the following names (deceased and 


those whose benefits have been stopped) plus Durinda Nealy, to determine if 


payments are warranted, or if fraud may have been committed:  L. Belanga, K. 


Naquin, Finis Williams, J. Attenhofer, J. Baker, Renegar, C. Henry, A. Perry, 


and Pamela Lott.



Volunteers for the committee were Mr. Roche, Ms. Hammond, Mr. Tureaud, and 


Ms. Stern.




MOTION PASSED UNANIMOUSLY


Ms. Hammond advised the 2010 financial statements had been filed and accepted by the legislative auditors.  She is now working on the June 30, 2011 audit. Conference call with Mr. Miller and Zenith employees helped resolve the outstanding issues, including the accrual issue.


Mr. Williams indicated there may always be a problem with hedge funds, such as Equitas, and some of the others.  Commonwealth will be slow in getting information also now.


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


MOTION:
To accept the report from Ms. Hammond.




MOTION PASSED UNANIMOUSLY  


Ms. Hammond advised she will be submitting an invoice for $4600 which includes 33 hours of work on the benefits audit, calls with Bruce Binzel with questions, and includes a $500 courtesy discount.  This is for May 3, 2011-August 5, 2011.  


The following motion was made by Mr. Jobert and seconded by Mr. James Randall:
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MOTION:
To approve the invoice for $4600 from Silva Gurtner & Abney for 33 hours of 


work, and which includes a $500 discount, for the time period of May 3-August 5, 

2011.




MOTION PASSED UNANIMOUSLY 

5.
Report from Zenith Administrators by Gail Arnold


Ms. Arnold asked for an increase from $2600 per month for their base fee, which has been consistent from August 2008, to $2860 per month, a 10% increase, effective October 1, 2011.  This has nothing to do with the Zenith merger.  The current contract is an open-ended contract with a 90-day cancellation clause.

There was discussion on a specified time contract.  As the Port has to sign off on any change on this, the issue will be tabled until further research is completed.  All service providers will be looked at in the future.

Ms. Stern presented the invoice for services above what is covered in the base contract for attending extra meetings and extended minutes transcription, in the amount of $4634.56.


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


MOTION:
To approve the invoice of $4634.56 to be paid to Zenith for various meetings and 


minutes, invoice dated May 31, 2011. 




MOTION PASSED UNANIMOUSLY


ACT 1004 - RS 11:263 Report.  Ms. Stern indicated that the report is always a little late due to getting information late from CSG.  This report is due quarterly.  Copies are sent to the other plans.  


Correspondence with attorney, Robert Moffett, regarding Joseph Branch.  Ms. Hammond said she would provide requested information to Mr. Roche and he will respond to the attorney.

Request by Stanley Goodwin.  Ms. Stern sent request for information to the LASERS with no response.  Mr. Roche said he will get the name of the person who needs to be contacted on this so that Ms. Stern can take care of Mr. Goodwin's request.

6.
Travel documents.  Chief Hecker went over his maximum for the calendar year and will be reimbursed $1400 of his $2100 expenses.  No other travel documents were submitted.  


New mileage rate is $.555 per mile.
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Mr. Jobert gave disclosures on his travel expenses to the New York meeting.

7.
Approval of bill for Mr. Roche.

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


MOTION:
To approve payment the $8400 to Mr. Roche for legal services from October 26, 


2010 to July 26, 2011 per invoice dated August 31, 2011.




MOTION PASSED UNANIMOUSLY

8.
Report from Mike Conefry.  Discussion of funding issues.  Contribution has gone from 12.58% of payroll to over 60%.  Reasons for this are financial crisis, major salary adjustments in 2008, 9% of contribution of payroll, the shortfall for the last 10 years was 12%, with a 13% cap.  Plan expenses are now 9% of payroll. The small plan accounts for this.  Typical for a larger plan would be a small fraction of 1%.


Mr. Conefry will re-do his report with his recommendations for changes in assumptions based on the experience study, mainly recommending changes in the mortality assumption, and the time assumption.  This will show the additional flexibility to be gained.  Now it's showing a 60% contribution and there is a 13% cap, going to a 20% cap, with additional employee contribution also.  The Port has agreed to establish and amortize some method of getting rid of the unfunded liability.  This should help in dealing with the Port.


Discussion of statute change in mortality table.  Mr. Conefry said the reference in the statutes does not exist, leaving language that can't be followed.  He indicated he would have a specific recommendation and why for the next meeting.  At that point Mr. Roche can advise the Trustees on addressing the issue of compliance. 


Mr. Conefry addressed the issues sent from Bruce Binzel that affect him.  Those are items 3, 4, 12, and 13.  Mr. Roche will respond to the questions.

9.
Report from CSG by Mr. Curtis Williams. 


Mr. Williams limited his comments for second quarter.  Page 1 of Investment Performance Analysis for Period Ended June 30, 2011 shows where the investments were in terms of allocation as of June 30, 2011 vs. policy ranges and strategic target allocation.  Page 2 evaluation of Managers and strategic target allocation.  Shows those who failed to meet their targets. Page 3, same for Fixed Income managers.  Beginning Page 6, the beginning of the executive summary, for the quarter, being down 40 basis points is pretty good considering how difficult the markets were in May and June.  Markets rallied strongly last week of June. He addressed each of the Managers' performance.  
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On Commonwealth, he advised that the plan was not approved. The majority voted against the bankruptcy.  Most investors voted to keep their money in the liquidating trust.    

Update on Americus Real Estate Fund IV, all investors approved their plan to change terms of their contract, and Mr. Meals was able to negotiate a lower fee, which is now 6% of net operating income.  That Fund is currently down 20% over 3 years, 17% since inception.

Cash flow third quarter to date, Aletheia is down 8.5%, WCM down 18.3%, Energy Opportunity Capital Management (Orleans) down 14.7%, Thornburg down 15%, PIMCO up 30 basis points and Barclay's Aggregate is up 3%, Orleans Fixed Income up 3.3%, Goldentree (thru July 31/2011) is up 70 basis points, High Yield Index up 7.2%, Ironwood is up 30 basis points, Equitas estimated July 31 value up 7.9%, Emory estimated July 31 value is up 40 basis points.  Alternatives and Fixed Income have held up pretty well.  Commonwealth is not releasing anything right now.


Stability of Equitas.  Has been assured Equitas is solid, firm in better shape than ever.  They are the largest investment advisory firm in the State of Louisiana.

There was discussion on Commonwealth. They were initially AAA when presented to the Board.  After their presentation, they changed their business procedures.  Now they are below B.  Mr. Williams said they do monitor the investments but 95% of their portfolio is in one CDO that has thousands of mortgages, and many of the mortgages have been downgraded.  The Trustees feel this is not diversification and CSG should have notified the Trustees of this.  If there are any other things like this in the future, they feel CSG should keep the Trustees informed.


Mr. Williams made recommendations for the portfolio.  Mr. Meals came to the Board last December and recommended that Aletheia be terminated.  For the first 7 months of this year, they have done a very good job of coming back.  He doesn't think a replacement is necessary at this point, but a shift from Large Cap Growth to Global Growth.  Shift Aletheia and Thornburg to Global Strategies.  Consider looking at a Mid-Cap Core Manager.  Take some from WCM,  Orleans, and PIMCO to change the percent invested number.  Would like to allocate 13% to Large Cap Global Growth, 10% to Mid-Cap Core, 8% to Small Cap Value, 10% to Energy, and 11% to Large Global Value.  Thinks there is more opportunity in Growth than in Value.


Take PIMCO down to 5%, exit Orleans Capital Investment Grade, Fixed Income money should be reinvested in Emerging Market Debt.  It is much less susceptible to interest rate movements.  For the most part, in the US, they are immune to interest rate movements.  This was approved last July or August.  There is an existing account set up with MFS at Trustee recommendation.  It was approved, but never funded.  Now the Trustees need to fund the investment with MFS.  Take some from Golden Tree, down to 8%, some from Ironwood, currently over 10% of total portfolio, down to 10% or less.  Long term target allocation to cash is 2%.  That would be 
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$206,000 going to cash. Instead of $1,235,000 going to EMD, would be putting $1,030,000 there.  Numbers will fluctuate.  Need enough cash in the account at Argent to cover distributions monthly, enough to be ahead of the game.  Emory Partners will be closed out.  

After additional discussion, it was decided to have Mr. Williams submit his recommendations, and have a committee, headed by Mr. Jobert, review those recommendations, and advise Trustees of his findings on moving the recommended money at the next scheduled meeting.


Today, need to decide on whether to continue the process with MFS as it has already been approved and the application already sent off.  Argent has contacted Mr. Williams regarding the necessity of transferring funds to the cash account.


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


MOTION:
To move $210,000 from PIMCO into the Cash account.




MOTION PASSED UNANIMOUSLY


After further discussion, the following motion was made by Mr. Jobert and seconded by Mr. Miller:


MOTION:
To proceed with the pre-approved move to fund MFS with $400,000 by taking 


$340,000 more from PIMCO and $60,000 from Orleans Energy.



MOTION PASSED UNANIMOUSLY


Mr. Williams, after leaving the meeting, will call Emory to see if his call can be taken as notification of 30 days with letter to follow.   


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


MOTION:
To fully redeem the Emory account in the approximate amount of $789,261 as of 


August 31, 2011 and to decide at a later date where to invest those funds.



MOTION PASSED UNANIMOUSLY 


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


MOTION:
To accept the June 30, 2011 Investment Performance Report from CSG.




MOTION PASSED UNANIMOUSLY
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10.
Trustee Liability Insurance Renewal.  Ricky Wong with Aon contacted Chief Hecker with quotes from Travelers, the incumbent insurer of $4618.  He also got a quote from ULLICO that may be less.  


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


MOTION:
To give the Chairman approval to approve the Liability Insurance Policy at the 


same or reduced premium cost for prior year.  The Waiver of Recourse checks 


will follow from the Trustees.



MOTION PASSED UNANIMOUSLY

11.
Update from Legislative Auditors.  Ms. Chatelain called Chief Hecker and advised they were getting close to finishing the audit.  They are sending to their team actuaries next week and they will call for a draft report meeting soon.

12.
LAPERS Conference.  Everyone should have applications in.

13.
Employee action item.  Ms. Stern had prepared a refund of contributions for Sharon Davis to be approved at this meeting, but she has re-applied to return to work for the Harbor Police.

14.
Update on possible merger with LASERS.  Mr. Gallwey has advised Chief Hecker that he will initiate conversation with them next week.  Mr. Miller and Mr. Tureaud, along with a member of the Port Commissioners will probably be invited to sit in on this.

15.
Assignment of Committees.  The items listed on the agenda for today's meeting (Item 14 a-l, adding m and n) are what the legislative auditors feel the Trustees need to address, correct, change, etc.  Committees will be formed to handle each of the items:  They are as follows:


(a)  Mr. Harris, Mr. Jobert, and Chief Hecker;  (b)  Mr. James Randall and Mr. Miller


(c)  Mr. Kelvin Randall;  (d) Chief Hecker;  (e)  Mr. Jobert and Mr. Miller;  


(f)  Mr. Kelvin Randall;  (g)  Mr. James Randall;  (h) Mr. James Randall and Mr.Dorsey;


(i)  A legislative matter - resolved;  (j)  Mr. Steve Dorsey and Mr.Roche;  


(k) Mr. Tureaud and Mr. Harris;  (l)  Mr. Miller, Mr. Tureaud and Mr. Roche; 


(m) Research - Mr. Tureaud, Mr. Roche, Ms. Hammond, and Ms. Stern


(n)  Investments - Mr. Jobert and Mr. Miller 
16.
Sawyer's DROP question.  Mr. Mike Sawyer is currently in DROP.  He will leave DROP as of May 2012.  Under current regulations, if you are out of DROP but choose to continue to work, no interest is paid on the DROP contributions, and you are no longer allowed to be in the HPRS.  In 
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2008 the Trustees passed a new regulation indicating a retiree had several options regarding leave; they could include some in their initial benefit, keep some on the books, and when they finish DROP could get a supplemental benefit with that leave time left on the books.  His question is, if he stays, will he still be allowed to do that as a supplemental benefit.  He will no longer be in the HPRS, but has that existing sick and annual.  Can he include that in a supplemental benefit.  The wording at the present time says "upon completion of the term of the DROP and termination of employment, he shall have the following options".  Mr. Roche indicated taking "termination of employment" out was one of the changes they tried to change in the legislature, but it failed.  He advised Chief Hecker that he must tell Mr. Sawyer that if he continues to work he cannot bundle up the existing sick and annual for an additional supplemental benefit. Mr. Roche said the only possible solution to the problem would be to go into the legislature and change that specific action.  Nothing can be done without the statute being changed.
17.
LATEC meeting September 15 at Ruth's Chris Steak House; another meeting on October 12, their regular monthly meeting, location to be determined; November 3 or 10; and December 14 or 15 will be the Christmas party; and the conference on February 15-17, 2012 at Astor Crowne Plaza.

18.
Next meeting scheduling for Thursday, September 29, 2011, 9:30-12,  to mainly make a decision on the investments and money managers.  

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

MOTION:  
To adjourn the meeting at 4 p.m.

Robert Hecker





Date

Linda Stern, Administrative Office


Date 
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