HARBOR POLICE RETIREMENT SYSTEM
BOARD OF TRUSTEES MEETING

DECEMBER 16, 2011

HELD AT MORTON'S STEAK HOUSE 
NO. 1 CANAL ST., NEW ORLEANS, LA 
TRUSTEES PRESENT:









Benny Harris





Frank Jobert


James C. Randall




Kelvin Randall

Warner Tureaud 




Clay Miller

Robert Hecker





Steven Dorsey

ALSO PRESENT:
Linda Stern of Zenith Administrators, Becky Hammond of Silva, Gurtner & Abney, Randall Roche, Attorney, Michael Conefry of Conefry and Co., and Curtis Williams of CSG
1.
Chief Hecker called the meeting to order at 9:40 a.m. and it was determined that there 
was a quorum.

2.
No comments from the public.

3.
Approval of Minutes for August 31, 2011

Mr. Jobert suggested that in the future when referencing to something on the agenda that 
Ms. Stern describe what is being referred to as the Trustees don't always have the agenda 
at the time they are reading the minutes.


Chief Hecker questioned whether money was transferred as indicated in the minutes.  Mr. 
Williams said he would follow up on this when he returned to his office.


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


MOTION:
To approve the minutes from the August 31, 2011 meeting.




MOTION PASSED UNANIMOUSLY

4.
Report from Becky Hammond of Silva Gurtner & Abney


Ms. Hammond indicated she had been working with Mr. Conefry on getting the valuation 
report.  She was also working on the cost section asking for the cost of the alternative 
investments to reconcile that.  The numbers have not changed since previously presented.  
The final report is due December 31, 2011, but she sees no reason for it not being 
completed in time for the Trustees to review before she submits it.  Ms. Hammond said 
she had been in touch with Ms. Stern and the list of the changes have been made as


required by the auditors.  Making sure all the DROP participants are under Retirees, not 
actives. 
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There was discussion on the Louisiana Compliance Questionnaire with Ms. Hammond 
explaining what needed to be completed.


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


MOTION:
To approve the submission of the Louisiana Compliance Questionnaire.




MOTION PASSED UNANIMOUSLY

5.
Louisiana Legislative Auditor Report draft.


Committee met with Legislative Auditors the previous Tuesday and went over the 
Trustees' comments.  Mr. Conefry gave a presentation on behalf of the System.  The 
Auditors will 
take these comments, re-do their report, will send the Board another draft 
report.  The Trustees will have one more opportunity to review and make comments.  
Then they will send the Board a final report.  The Board will have 5 days to make any 
final comments.

 
Information on Geneva Davis was discussed and it was decided that she took a workers' 
compensation settlement.  She therefore probably would not be entitled to a benefit from 
the Harbor Police Retirement System. Chief Hecker asked Mr. Roche to research so that 
he could give a response to the Legislative Auditors. 

Mr. Robert Lincoln went to another agency out of state and could not transfer.  He would 
have had to have been paid out.  He went to the Harrison County Sheriff's Department. 
His file didn't say definitely that he received the payment, but he did request it.  Chief 
Hecker indicated he would contact him to verify that he received payment. 


Chief Hecker went over the three options offered by the Legislative Auditors based on 
their audit report.  The first was for the Port to start funding the System properly.  The 
second option was to dissolve the System and to somehow pay everybody what could be 
paid actuarially.  This was not to be considered.  And the final option is to merge with 
LASERS.  Based on the Louisiana Legislative Actuary report, it appears that the Port 
would want to go forward with that.  There are other issues out there to be considered.  If 
LASERS accepts the HPRS, this Board would have to live by their rules and policies.  
There is a possibility of grandfathering some members in.  This was discussed.
6.
Report from CSG - Curtis Williams - and the Investment Committee


Mr. Williams indicated the third quarter was difficult.  Big questions about European debt situation and United States debt situation adversely effected in August and September.  The Fund experienced a -11.4% quarter.  Total Equity Managers returned a 

-23.2%.  Total Fixed Income Managers returned a -2.4%,  Orleans Capital was up almost 5%.  CA (Commonwealth) has entered into bankruptcy proceedings.  No current updates on that. CSG put in a redemption with GoldenTree and the Fund will receive $436,000 after the end of the year.             
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Mr. Williams advised that October was a great month.  The Fund was up 7% in total.  That was almost 70% of the loss they experienced in the third quarter.  Equities were up 15%, fixed income up almost 3%, and alternatives were up about 1/2%.  They redeemed from Emory Partners and received that money around the second week of October and it was subsequently invested in the Vanguard 500 Index Fund.


November was very volatile.  It was down significantly until the last three trading days of the month.  The Fund ended up being only down 1/2%.  There was discussion on possibility of not moving money from GoldenTree.  Trustees wanted to make sure they were getting updated information before they make decisions.  There was discussion on minimizing the exposure they have to one particular market.  

Mr. Williams said he was aware that the will of the committee is to keep everybody under 10%, but he thought it would be almost impossible to do.  He has discussed the suggested changes made by the Trustees with Aletheia and Thornburg.  They are amenable to the transfers.  There is no change in the fee with Aletheia.  For Thornburg, there is an 11 basis points increase in the fees to go from the International Equity Fund to the new mutual fund.  

Mr. Miller indicated that he thought the Trustees had not had enough time to study Mr. Williams' recommendations in order to make a full decision at this meeting.  The recommendations he made on Aletheia and Thornburg would put the allowances for these two Managers at over 10% each.  There was additional discussion by the Trustees and Mr. Williams.

Mr. Williams referred to his proposed Investment Allocation (Exhibit I) which he had handed out to the Trustees.  He does recommend that the Board keep approximately 2% balance in cash at all times to cover regular expenditures.  He recommends that the Trustees not focus on the dollar amounts as they will change with daily fluctuations, but on the percentages that are important.  Aletheia and Thornburg are over the 10%, but they are both Large Cap which are the least risky and most liquid areas of the equity market.  


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


MOTION:
To move Aletheia Large Cap Growth to Aletheia Large Cap Global 


Growth and keeping the account at approximately 8.3%.




MOTION PASSED UNANIMOUSLY


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


MOTION:
To move Thornburg International Equity to Thornburg Large Cap Global 


Value and keeping it at approximately 8.8%.




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


MOTION:
To move approximately $500,000, or approximately 5%,  from Orleans 


Capital Investment Grade Fixed Income to the new global fixed income 


manager which is Brandywine Global.



MOTION PASSED UNANIMOUSLY  


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


MOTION:
To reduce GoldenTree by $436,000.  Then take part of the proceeds  to 


increase the cash to 2% of total Fund.  Any remainder of the $436,000 to 


go to the Vanguard Index Fund.



MOTION PASSED UNANIMOUSLY

7.
Request by Curtis Williams for increase in fee for Consulting Services Group (CSG)


Chief Hecker read a letter from Mr. Williams requesting an increase in fee for services rendered by CSG.  They currently have a flat $30,000 fee.  He is requesting a market value fee of 45 basis points on the total market value of the fund, subject to a $40,000 mininum.  Mr. Williams has been advised that the Trustees are preparing interviews with several consultants that the Trustees have already identified for the next couple of months.  Chief Hecker asked the Trustees if they wanted to make a decision on CSG's request for an increase at today's meeting or to wait and have their request included with other presentations.  


Mr. Miller indicated he felt the basis points is a good idea, but thinks the minimum should be reduced to $36,000 paid quarterly.  Mr. Williams indicated he had checked what inflation has been over the last 8 years that CSG has been working with this Fund, and it is 2.6%.  So inflation would put it over $37,000 at this point.  The Fund has increased by 5.1% over that period of time.  The initial agreement with CSG was low because they were co-ordinating their meetings with the Firefighters which cut down on the travel expenses.  But that is no longer the case and the Trustees don't want it tied to someone else's meeting now.


Mr. Williams agreed to advise his superiors that the Trustees asked that the decision be tabled until after the first quarter of 2012 to see what is happening with the merger.   


PRESENTATIONS BY MILBERG, LLC AND ARGENT SECTOR CAPITAL MANAGEMENT.  

8.
Update on LATEC News - Frank Jobert
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January 12, 2012 meeting will be at Ralph's on the Park at 5:30 p.m.  The LATEC Investment Education Symposium will be February 15-17, 2012 at Astor Crowne Plaza Hotel.  Mr. Jobert will handle the registration for the Trustees. 

9.
Vote to keep the 50% Reduction of Travel/Training Expenses for 2012


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


MOTION:
To keep the travel cost at 50% level or $2500 per year per Trustee for 


calendar year 2012.  



MOTION PASSED UNANIMOUSLY

10.
State Representative Jeff Arnold advised the Trustees of the changes in the legislature.  He indicated that he would handle any legislation for the Harbor Police Retirement System if requested.

11.
Legislative Committee Report


Chief Hecker indicated the current Legislative Committee consists of Mr. Harris, Mr. Jobert, Mr. Tureaud and Mr. Roche.  Chief Hecker indicated he had taken the re-written statute and highlighted the areas already talked about making changes.  He will give copies of this to the Committee members and they can make any additions and/or changes as they see fit.  Then the Committee can meet and start putting a package together to present to the legislature. 

12.
Report from Linda Stern - Zenith Administrators


Ms. Stern advised that the retiree survey forms were sent out certified mail on December 9, 2011 with the letter dated December 12, 2011.  The retirees have 30 days to get their responses back.  She had received most of the certified confirmations back and had some calls and responses.


Ms. Stern also advised that she had been able to do research on those names on the Legislative Auditors' report which were indicated as outstanding refunds due to terminated employees.  Chief Hecker advised this would have to be addressed as that was a big problem for the auditors.

13.
Discussion on COLA by Mike Conefry


Mr. Conefry indicated there are two tests, one of which must be passed in order for the Board to be able to approve a COLA increase.  If at least one is passed, it is at the Board's discretion to grant a COLA or not.  The investment return test was passed by a wide margin.  The funded ratio test did not pass.  With one being passed, it will be up to the Trustees to make a decision at this point.
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There was discussion on the Legislative auditor's report regarding their impression of an  impending bankruptcy of the Fund.  Mr. Conefry disagreed with their findings.  Chief Hecker said he had mixed emotions on whether or not to approve a COLA if it would have an adverse impact on the Fund at a later time.  There was discussion on the problem of some of the retirees living beneath the poverty level, and possible ways to give an increase to some and not to others.  Mr. Conefry said possibly the one-time payment, not actually increasing their monthly benefit would be more feasible at this point.  He indicated if they granted the one-time 3% benefit to under 65 and 5% to over 65 would cost the Fund approximately $32,000.


The Trustees discussed four options:


1.
One time check, 3% to under 65 and 5% to over 65

2.
No COLA


3.
Partial COLA up to the 3% or 5%


4.
Full COLA


There was discussion that part of the underfunding problem is that the Port has chosen not to increase their contribution when they could have.  Other discussion addressed the fact that things are bad and that the retirees do deserve the increase. 


A vote was taken.  There were 4 votes for option 1, 3 votes for option 2, no votes for option 3, and 1 vote for option 4.  As there were not 5 votes for any option, it neither passed nor failed.


Mr. Kelvin Randall wanted to go on record saying that this decision is more than just granting a COLA.  A lot of the problems are due to the Port's reluctance to own up to its responsibilities when it comes to anything relating to the Harbor Police.  He feels like they are being force-fed to accept what the Port gives out.  

Mr. Jobert said that the three people who voted against a COLA are the ones who sat in the room listening to the Legislative auditor's presentation.  They saw the significance and ramifications of what the vote will mean long range to the viability of this Plan.  And also how it will affect the merger with LASERS.  His goal is to help the retirees for the rest of their lives and not place that check in jeopardy.


Mr. Roche advised that if the Trustees granted this COLA, it would be in the Legislative auditor's report.  As soon as it is filed on record, it will become available to public and it would affect not only this system but every system in the state.  The media would show how irresponsible the state retirement systems are and how they should all become Defined Contribution Plans.  

After discussion, the following motion was made by Mr. James Randall and seconded by Mr. Harris:


MOTION:
To table the COLA decision until the next meeting.
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MOTION PASSED UNANIMOUSLY

14.
Next meeting is tentatively set for Friday, January 20, 2012.

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


MOTION;
To adjourn the meeting.




MOTION PASSED UNANIMOUSLY

Robert Hecker





Date

Linda Stern, Administrative Office


Date
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