HARBOR POLICE RETIREMENT SYSTEM
BOARD OF TRUSTEES MEETING

PORT ADMINISTRATION BUILDING
1ST FLOOR CONFERENCE ROOM
MARCH 2, 2012

TRUSTEES PRESENT:






Robert Hecker



Benny Harris
James C. Randall


Frank Jobert

Kelvin Randall 


Warner Tureaud 






Clay Miller



Steven Dorsey 

ALSO PRESENT:
Linda Stern of Zenith-American Solutions, 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.

2.
No comments from the public.

3.
Approval of Minutes from Prior Meetings


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


MOTION:
To approve the minutes from February 15, 2012 Board of Trustees meeting.



MOTION PASSED UNANIMOUSLY


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


MOTION:
To approve the minutes from January 20, 2012 Board of Trustees meeting.




MOTION PASSED UNANIMOUSLY


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


MOTION:
To approve the minutes from December 16, 2011 Board of Trustees meeting.



MOTION PASSED UNANIMOUSLY


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


MOTION:
To approve the minutes from November 9, 2011 Board of Trustees meeting 



except for correcting spelling of Warner Tureaud's name in a couple of places.



MOTION PASSED UNANIMOUSLY


The following motion was made by Mr. Miller and seconded by Mr. Tureaud:
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MOTION:
To approve the minutes from September 29, 2011 Board of Trustees meeting.









MOTION PASSED UNANIMOUSLY

4.
Report from Investment Committee


Mr. Jobert passed out Monthly Performance Analysis for Period Ended January 31, 2012 from Mr. Williams with CSG (Exhibit I).  There was Trustee discussion about whether changes that were recommended at previous meetings had been done.  Mr. Jobert said he didn't think everything was reflected in the January report, but probably was taken care of in February.  They would ask Mr. Williams for clarification.  


Mr. Williams joined the meeting via teleconference. January was a very strong month, up almost 4% for the total fund.  Equity was the strongest part of the portfolio, up 6.4%.  Energy and materials rallied.  This Fund is now with a separate account with Aletheia and have switched from one mutual fund to the other with Thornburg.  


On Fixed Income, the Fund is up 2% for January, best performers were PIMCO, GoldenTree, and MFS with strong monthly returns.  Even Commonwealth had a positive return. Alternative Managers were up 1.5%.


He didn't have anything for February, but knew the S&P was up another 4.3%.  He expects the Fund's managers to have participated in that rally.  Should have another positive month.


Mr. Miller discussed the decision of transferring more money to Aletheia and Thornburg, and asked the status of Brandywine.  Mr. Williams advised the cash was raised by $500,000 from Orleans, and the bank is making that trade to Brandywine this date.  That will show up on the March report.  

Mr. Jobert questioned about the Mid-Cap (Siezert). Mr. Williams advised nothing had been invested in the Mid-Cap yet.  He also said if the Fund is moving into LASERS, he recommends this be put on hold.


Chief Hecker also questioned if the amount in the cash account as of January 31, 2012 included the anticipated DROP payment?  Mr. Williams will check with Argent on this.  Mr. Williams indicated that money was transferred from Vanguard to the cash account.  


The Trustees had asked that Mr. Williams look at structured notes.  After reviewing the documents Mr. Jobert sent him on the structured investments with Morgan Stanley and HSBC regarding structured notes, he does not recommend that the Plan invest anything. They are very expensive and are not liquid, with 4 to 5 years maturity date. Would be risky.


The Trustees had asked Mr. Williams to look at some dividend-focused strategies.  He looked at Sector, who had come in and made a presentation to the Board in December, and they are good, but there are some companies that, in terms of returns, are much better. He knows of another group, Miller Howard, that another of his clients invests with, that has much better returns.  He also has looked at Orleans, but they are not as good as Miller Howard either.  He hesitates to add any new managers to the Plan until the 
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Trustees get more clarity on what the future holds.   The Trustees indicated they should know by June what will be done with the Fund.  


Mr. Williams got a response from Argent.  The payment has gone out and there is a slightly larger balance in the account now than there was at the end of January. 


Chief Hecker advised Mr. Williams that his request for a fee increase had not been forgotten, but asked if he was in a position to wait until mid-June with the current fee structure or if he needed a response sooner. Mr. Williams indicated he would like an answer by the end of the first quarter as that is what he had advised his bosses. He said there were two options; he is willing to drop the minimum completely, and go with 45 basis points, and secondly, if they send out RFI's their price will go to 50 basis points without a minimum.  If they retain CSG now, it would stay at 45 basis points without a minimum.  


Ms. Stern brought to the Trustees' attention that a second DROP payment is due in May (before another meeting is scheduled).  Mr. Miller asked Mr. Williams where he would recommend taking the money for that payment.  He still recommends that they take it from Vanguard.  

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


MOTION:
To accept the CSG report from Mr. Williams.




MOTION PASSED UNANIMOUSLY


There was discussion on keeping money in Orleans.   Mr. Jobert suggested that they take $200,000 from 
Vanguard to cash to cover the DROP payment due in May.  Mr. Tureaud recommended that when the 
February report comes out, the Trustees look at the report and if any of the investments are skewed 
higher than what they are comfortable with, they can trim some of them down to put in the cash account, 
if the transaction fees don't cost more to do this transfer. Mr. Miller suggested they take it from 
Vanguard and the Trustees can always take money from the other accounts to put money back in 
Vanguard.


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


MOTION:
To take $200,000 from Vanguard to cash to cover the DROP payment due to 



Michael Sawyer in May, and to move the funds at the end of May.



MOTION PASSED UNANIMOUSLY


Additional discussion on money in Orleans Capital.  Discussion on moving money to dividend fund.  Orleans has a comparable fund to Sector or Miller Howard.  The Trustees could move from current Orleans account to the dividend account with them. Mr. Jobert said this would eliminate fees from transferring it somewhere else.  Mr. Kelvin Randall said he thinks it's a good idea, but he feels Orleans should come in and discuss this dividend fund with the Board as a whole.  It's been a while since they have come in.  It was decided that the motion for possible change be tabled until Orleans come to make a presentation at the June 2012 meeting.  


Mr. James Randall brought up the matter of Americus bringing in less income than originally discussed.  Doesn't understand how this has happened.  Mr. Roche discussed what has happened, but there is still 
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some question.  He suggested that Americus should be brought in to make them accountable.  There was discussion that the consultant should have the managers come in periodically, possibly every couple of years, to report.

5.
Buyback of Hours - Terry Javery.  Ms Stern advised she had sent him the cost of the buyback and she had not heard from him.  Mr. Dorsey indicated he had talked with him and Mr. Javery advised he could not afford to buy back the time.

6.
Return of Disability Retiree Survey.


Mr. Kattengell returned his form and the amount he is making from employment combined with his monthly benefit does not total the amount of his average final compensation, and therefore will not reduce his monthly benefit.  


Ms. Stern indicated she also sent a letter to Patricia Major and she had not returned the form.  She did speak with Ms. Major the day before and was told that she has been extremely sick, losing her hearing and speech, and that she would be returning the form as soon as possible.


Chief Hecker verified that surveys would not be sent out until the end of January each year to eliminate this problem of having to contact disability retirees twice.

7.
Pending legislation report from Mr. Roche.  Mr. Roche indicated he made some changes to the bills and Mr. Conefry had made a change regarding some actuarial language that did not get put into the bill, but he will try to get amended into the bill.  


The merger bill isn't looking too promising. LASERS is opposed to it.  Mr. Pearson recommends that they go into MPERS (which includes NOPD) and make the Port pay.  The language would need to be changed to include HPRS in MPERS.  Chief Hecker and Mr. Roche will be meeting with Mr. Pearson on Monday.  Mr. Roche indicated the change to MPERS couldn't be done this year.  HPRS would have to remain intact until at least next year. 

There was discussion on forcing the Port to increase their contributions.  It was noted that the Trustees have fiduciary responsibility to do this.  Mr. Jobert said this System is the only one in the state that doesn't have language in the statute that says the employer has to contribute the actuarially determined rate on a year to year basis.  This matter will be brought up again at the June meeting.    


There was additional discussion on what was in the response to the Legislative Auditors report.  It is all in the report and is available on the internet, but Chief Hecker feels Mr. Pearson did not read this response.  He intends to point it out to him at their meeting on Monday.  


Chief Hecker said the focal point in the auditor's report was that the System did not have an administrative policy manual.  All they had was a travel policy and investment policy.  When Mark Williams left, Chief Hecker found that there was an administrative policy manual in his boxes.  Chief Hecker will be writing a letter to the Legislative Auditor making two corrections; the first will be addressing the outstanding accumulating contributions, and the second being that there was an administrative manual that the other Trustees were not aware of.  
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8.
Operating Statement. Ms. Stern advised that the only problem was that there were no Employer/Employee contributions made on the most recent statement.  Ms. Stern contacted Ms. Holmes with Argent.  She did see that the payment had not been received.  She contacted the Port and had a stop payment put on that check and another issued.  It should show on the next Operating Statement.

9.
Reminder that the Trustees have until May 15, 2012 to send in their disclosure forms providing their income to the Ethics Board.  This can be done on-line now.  

10.
Accumulated Contributions Report.  Ms. Stern presented an update on Possible Outstanding Refunds (Exhibit II).


There were two different lists, one shown in the Zenith computer as never having been paid, and the other is a list of folders that were given to Zenith by Ms. Williams that are not reflected in the records sent for computer at the time Zenith took over.  


After meeting with Mr. Roche and Chief Hecker, it was decided, based on previous information provided by Mr. Conefry, that the smaller amounts would be removed as they were not actually due.  They were amounts that came up over the years in the transition from one administrator to another.  Anything in the computer under $200 was to be removed.

On Robert Lincoln, Ms. Stern indicated she had sent a letter to him but have had no response at all.  The Trustees felt if he has not responded, he has received his money.


On Jeffrey Heggelund, the file did not reflect why he was not paid the entire amount in his account even though the data Ms. Williams used showed it was there.  Ms. Stern hesitated to send him a letter and she wanted Mr. Roche to advise there would be no legal repercussions in keeping his money.  Mr. Roche indicated to go ahead and write the letter.


Robert Hall responded to Ms. Stern's letter indicating that he thought the money had been transferred to LASERS when he left.  The participant and a contact at LASERS both verified that no transfer had been made.  Mr. Jobert said he was afraid there would have to be interest paid on this money.  Ms. Stern is to go ahead and send him the form to transfer the funds.


Darren Drumm responded, he was sent an application and he has responded.  Ms. Stern will send that to Argent requesting that payment be made to him upon Board approval.

The ex-employees who were in files that Ms. Williams gave to Zenith during the transition have not been paid anything.  Ms Stern has written letters to each of them, most to the addresses in their files at the time they ceased working.  Most of these letters were returned by the post office, unable to forward.  Two were deceased; two have not been returned from the post office, nor have they responded.


Four others have contacted Ms. Stern and she has sent applications to apply for the funds in their accounts.  Only one has returned his application. 


The following motion was made by Mr. Kelvin Randall and seconded by Mr. Miller:
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MOTION:
To discard the amounts of $200 or less to those ex-employees who received full 



payment for their accumulated contributions per Mr. Conefry as these amounts 



were most likely carried over in error.


Mr. Jobert asked about possible interest being paid.  Mr. Roche advised that the ex-employee did ask to transfer the money once he realized the money is in this Fund.  The Trustees still have a duty to transfer these funds, and the transfer law says you have to apply interest.  There is no way of knowing what the interest rate will be.  




MOTION PASSED UNANIMOUSLY


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


MOTION:
To pay any ex-employee their accumulated contributions due them if they can be 



located, as stipulated in the report provided by Ms. Stern dated March 2, 2012 



(Exhibit II). 




MOTION PASSED UNANIMOUSLY


Chief Hecker asked Ms. Stern to provide him with an update of the amount that is actually still in the account so that he can provide this information to the Legislative Auditor.

11.
RFI Plans for Consultant.  Mr. Williams had asked that the Trustees make a decision by the end of the first quarter.  Chief Hecker indicated the Trustees could make a decision at this point to increase it to the 50 basis points and keep them in place until a final RFI search is done, or start the RFI process and try to get it all done by the June meeting.


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


MOTION:
To change the CSG fee structure from a flat fee to a percentage fee of 45 basis 



points effective April 1, 2012.




MOTION PASSED UNANIMOUSLY 

12.
Military Personnel.  Mr. Kelvin Randall is still working on this project to verify if there were payments not made, specifically on Christopher Lanier.  He will also check on Douglas Toro.  Mr. Sawyer took care of his before he went out on Military Leave.


Mr. Randall will add notes to the policy manual once he has taken care of the ones with Military Credit, utilizing the statute in preparing a policy when an officer or employee goes into Military service they will know what steps need to be taken to protect their pension beforehand or once they get back. 

13.
Zenith contract revisions based on negotiations between Mr. Miller and Zenith.


The following motion was made by Mr. Miller and seconded by Mr. Dorsey:
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MOTION:
To accept the revisions to Zenith-American's contract to go to $85 per hour hourly 


rate as pertains to any extra time out of the regular contract effective January 1, 



2012.


Ms. Stern pointed out that correcting the wrong computer records would be charged under the new contract revision. 




MOTION PASSED UNANIMOUSLY

14.
Terms for Trustees.  Mr. Roche has proposed legislation to alter the terms of some of the existing Trustees.  If legislation passes, Mr. Dorsey's and Mr. Kelvin Randall's terms will be extended.

15. 
General Report from Zenith by Ms. Stern.  Ms. Stern advised the Board that the time for making corrections in computer data will be charged at the $85 rate.  Benefit Statements were mailed out on Wednesday, February 29.  On Andrea George, she has been reinstated and Ms. Stern did write her a letter advising this was a one time exception.
16.
Educational Conferences.  Chief Hecker advised that the Trustees are mandated by statute now to attain their hours regarding investment training, ethics training.  Most of this can be done during local conferences, but there is a $2500 per calendar year allowance per Trustee to attend conferences, both local or out of state to meet the requirements.  Mr. Dorsey and Chief Hecker have both arranged to attend conferences this year.


Mr. Jobert advised there would be a conference April 24-April 26, 2012 at Harrah's Hotel.  Another one will be in August and he will pass the information along when he receives it.  

17.
LATEC News.  Next meeting is Thursday, March 15.  He will try to have Mr. Conefry give an educational session on actuarial science.  One other money manager is coming in to make a presentation.  To be held at the Steak Knife.   

18.
Update on Milberg.  Chief Hecker, Mr. Jobert, Mr. Harris, and Mr. Tureaud attended the Milberg conference last July, and they came to the Trustee meeting in December to make a presentation.  There was discussion on their previous bad experiences.  They appear to have cleaned up things, and are now a first class firm.  

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


MOTION:
To hire Milberg, LLC as security litigation firm to monitor HPRS investment 



portfolio at no cost to the Board.




MOTION PASSED UNANIMOUSLY

19.
New Business.  Mr. Jobert brought up that some of the Trustees attended the LAPERS meeting a few weeks ago and a lot of pension reforms were being discussed.  He understands that LAPERS might send a letter to the legislature as a unified body opposing the reforms. 


The following motion was made by Mr. Jobert and seconded by Mr. Tureaud:
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MOTION:
To give Chief Hecker the authority to co-sign a letter initiated by other state or statewide 


system opposing negative pension reforms.



MOTION PASSED UNANIMOUSLY

20.
Schedule Next Meeting.  Nothing can be locked in at this point.  If an emergency, will need to schedule a special meeting.  Otherwise, wait until after legislative session is over, and schedule for possible mid to late June.  Chief Hecker will notify everyone the results of the meeting on Monday.
21.
The following motion was made by Mr. Kelvin Randall and seconded by Mr. Tureaud:


MOTION:
To adjourn the meeting at 12:15 p.m.  

 


MOTION PASSED UNANIMOUSLY

Robert Hecker





Date

Linda Stern, Administrative Office


Date
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