HARBOR POLICE RETIREMENT SYSTEM BOARD OF TRUSTEES MEETING

MORTON'S STEAKHOUSE - CANAL PLACE
DECEMBER 12, 2013
TRUSTEES PRESENT:








Robert Hecker


Frank Jobert




Benny Harris 


Kelvin Randall


James C. Randall

Warner Tureaud
Steven Dorsey


Chris Bonura (arrived at 10:20 a.m.)



 

ALSO PRESENT:
Linda Stern, Patsy Kruebbe and Gail Arnold of Zenith-American Solutions, Randall Roche, Attorney, Curtis William of Gavion, formerly CSG, Becky Hammond of Rigby & Assoc., and Joseph (Mike) Orlesh, Port of New Orleans, Theodore Sanders of LAMP, Michael Conefry of Conefry & Co., Benjamin Zack of Ironwood Capital Partners, LP, and Rep. Kevin Pearson, State of Louisiana, joined the meeting in progress
1.
Chief Hecker called the meeting to order at 10:15 a.m. and it was determined that there was a     
quorum.  Mr. Bonura joined the meeting at 10:20 a.m.
2.
 No comments from the public.
3.
Review of Minutes from September 30, 2013

Mr. Tureaud questioned if, on Page 2, as on Page 1, 5A, Mr. Williams presented approval of the 
employee buyout of CSG to Gavion, should the references in 5B be Gavion.  Mr. Williams said this was 
when the name was still CSG. 

Mr. Tureaud also questioned if in the second from the bottom paragraph on Page 2 regarding "He 
expects volatility to increase" is referring to Mr. Williams and if it should have been decrease.  Mr. 
Williams verified that this was in reference to him and should be increase.  Also, on Item 5, an (s) 
should be added to William.


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

MOTION:
To accept the minutes from September 13, 2013 as presented, with minor corrections.



MOTION PASSED UNANIMOUSLY 


Review of Minutes from October 4, 2013


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


MOTION:
To accept the minutes from October 4, 2013 as presented.



MOTION PASSED UNANIMOUSLY


Review of Minutes from October 30, 2013


The following motion was made by Mr. Bonura and seconded by Mr. Tureaud:
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MOTION:
To accept the minutes from October 30, 2013 as presented.




MOTION PASSED UNANIMOUSLY


Gail Arnold of Zenith-American Solutions joined the meeting at 10:35.

4.
Nomination and Appointment of Retiree Trustee, James Randall


Information was sent to retirees for any nominations for position of Retiree Trustees.  As Mr. James 
Randall was the only one who received more than one vote, he will retain his position as Retiree Trustee 
for the next three (3) years.  Chief Hecker swore him in for his next term of February 23, 2014-February 
23, 2017.
5.
Report from Becky Hammond of Rigby Financial Group

Ms. Hammond handed out a draft of the Independent Auditors' Report for fiscal year ending June 30, 2013.  The final actuarial valuation report from Mike Conefry was received on December 5, 2013 and that information is included in this report.  Ms. Hammond is awaiting one additional piece of information, which is a confirmation from Goldentree on that investment.  Goldentree had indicated that Mr. Tureaud was not signatory and would not release the information.  This was resolved and she expects to get the necessary information shortly.  She will be following up with Goldentree after the meeting.  

She pointed out that their opinion as Independent Auditors that this will be a clean opinion.  
There are no negatives are issues to report.  The Trustees are performing their due diligence.   

Financial highlights indicated the Fund had a good year, with net assets increasing by almost $800,000 
from $9.7 million to $10,5 million.  The majority of that was due to net investment gain of $1.4 million.   


Contributions were slightly higher, from $496,000 to $588,000 which included $92,000 reciprocal 
contributions from LASERS.  This was the second full year of 9% and 20% contribution rates in place.


Deductions for the year went from $1.1 million to $1.2 million, which included about $40,000 increase 
in benefit payments and $5,000 increase in administrative expenses.  

Ms. Hammond wanted to point out some swings in administrative expenses that won't be reflected in the 
report but she wanted to mention them.  There was increase in consulting and actuarial fees due to 
additional $10,000 in actuarial fees for that secondary actuarial valuation performed during the year.  
This was offset by a decrease in administrative, legal and accounting fees.  Rigby lowered their fee, the 
fees by Zenith for transcription of minutes decreased due to the Trustees requesting simplification of 
minutes, and legal fees decreased because there were not as many issues involved.  


Mr. Jobert questioned percentage of assets for administrative expenses and/or on a per member basis, 
compared to other plans.  Ms. Hammond said she would research this and get back with the Trustees.  
The per member basis seems to be much higher, and he feels this can be used as justification for merger 



with the LASERS.  Ms. Hammond went into a more detailed explanation of Plan Net Assets and also 
notes to Financial Statements June 30, 2013 and 2012.   She indicated there will be some changes next 
year in how the data must be reported for pension plans and this will be reflected in next year's report.
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Her report on internal control over financial reporting, etc. is required because this is a governmental 
audit.  There were no deficiencies noted that were a material weakness and nothing that was considered 
a significant deficiency.  Issues from the past have been resolved and are no longer an issue.  There had 
been a section last year regarding the legislative auditor's report, but since that has been resolved, she 
eliminated that from her report.  A final report will be sent to Trustees and professionals when 
completed.  Ms. Hammond asked that copies of the draft report so that there is no incorrect information. 


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


MOTION:
To accept the draft report from Becky Hammond of Rigby Financial Group as presented.




MOTION PASSED UNANIMOUSLY


Mr. Sanders joined the meeting

6.
Zenith American Solutions - Gail Arnold and Patsy Kruebbe


Ms. Arnold presented a proposal for fee increase for Zenith American Solutions (Exhibit I).  She gave 
details of what current contract includes in their fee.  As the last fee increase was effective October 1, 
2011, and as cost for expenses has increased she asked that the Trustees to consider her request for a fee 
increase.  The current fee is $2860.00 per month.  She requested that the fee increase to $3030.00 per 
month effective January 1, 2014, which is approximately 6%.  She also requested that they consider fee 
increases effective January 1, 2015 to $3120.00, and to $3214.00 effective January 1, 2016.  The current 
contract can be terminated by giving ninety (90) days advance notice, in writing.

Mr. Bonura expressed his concern in approving increases for future years when there is no way in 
predicting how things will go in the future.  He was surprised that there was nothing built into the 
current contract regarding increases.  He has no problem with supporting the increase for 2014.  Chief 
Hecker said he feels Mr. Bonura is recommending that the increase for 2014 be approved and that 
Zenith return to the Board at the end of 2014, at which time the Board will have more insight as to 
the future of the HPRS, and ask for any additional fee increase they feel will be necessary.  Ms. Arnold 
indicated she feels this will be acceptable.


Chief Hecker asked Mr. Roche for his opinion on this proposal.  Mr. Roche said he had no problem with 
it.  The contract would terminate at such time as the merger with LASERS takes place.  So whether it is 
for a one year or three year contract makes no difference if Zenith is willing to accept this.  He indicated 
if Zenith is willing to accept the one year contract, this is what he recommends.  Ms. Arnold will work 
with Mr. Roche on contract changes.

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


MOTION:
To approve an increase in fees for Zenith American Solutions from $2860.00 per month 



to $3030.00 per month, an increase of $170.00 per month, effective January 1, 2014, 



possible fee increase for 2015 to be reviewed again in December 2014.




MOTION PASSED UNANIMOUSLY
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Ms. Kruebbe reported on military service credit for Chris Lanier.  She said that Mr. Lanier did make his 
contributions including interest.  The Port also made their contribution, however did not include interest 
in their payments.  Her question was who was to calculate the interest on their contributions.  Mr. Roche 
indicated that Mr. Conefry should calculate this and report this to the Port.

Ms. Kruebbe received a request for refund of employee contributions from Mr. Ardiel Washington.  She 
has received confirmation from the Port that his last date of work was November 12, 2013, as well as the 
total of employee contributions through that date.  He has completed the application for refund of his 
contributions and the total amount will be $8,255.91.  He was not vested.  He was employed from March 
2011 and terminated November 2013.


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


MOTION:
To allow Zenith to pay the accumulated contributions to Ardiel Washington in the 



amount of $8,255.91.




MOTION PASSED UNANIMOUSLY


Mr. Jobert questioned what appeared to be a discrepancy in the financial statement regarding assets 
under Vanguard Equity showing $2,702,792.47.  He indicated that it had been previously discussed 
having this broken down showing the other funds.  The reports he receives from Mr. Williams shows 
Vanguard has $998,000.  Ms. Hammond indicated Sands is being included in the total.  Ms. Arnold 
indicated that after the last meeting, she talked with Ms. Holmes at Argent and she was to have a 
separate investment report to break this down.  Nothing has been received yet.  She will follow up with 
Ms. Holmes, as well as with the Zenith Oklahoma office, on this issue.  Mr. Williams said there are 
several groups included in this total.

Ms. Kruebbe verified that the Annual Survey Letters will be sent out to the retirees in January 2014.

Chief Hecker commended Zenith on the excellent job they have done with this group.  He presented
 Ms.Stern with an appreciation plaque for service she has rendered to the HPRS.

Ms. Arnold left the meeting at this time.


Chief Hecker indicated that Ms. Hammond has asked for approval of the final payment to Rigby for the 
annual audit.  The remaining payment to be approved is $4,750.00. 

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


MOTION:
To approve the remaining invoice of $4,750.00 for final payment to Rigby Financial 



Group for the annual audit for year ending June 30, 2013.




MOTION PASSED UNANIMOUSLY

7.
Update on Merger - Mike Orlesh gave an update on what has previously been referred to as a merger 
with LASERS but is actually a transfer of HPRS for LASERS administration.  Benefits that are 
currently provided to 
members of HPRS will remain exactly the same with two exceptions.  Active

 
officers can elect to transfer to the Hazardous Duty Plan that the LASERS currently has under the terms 
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contained in the statute.  This is strictly optional.  The other change is regarding COLA increases.  These 
increases for retirees and survivors will be determined just as COLA increases are currently provided for 
by LASERS in the LASERS legislation. The current bill to be introduced contemplates that after July 1, 
2014 all new Harbor Police hires will be part of the LASERS Hazardous Duty Plan.  This will be a 
closed plan.  It will decline in numbers over the years as members and retirees die and are no longer part 
of the system. 

Current negotiations involve money; specifically, how the Port is going to pay. The current plan  
provides for over a 6-year period their funding the Unfunded Accrued Liability at LASERS current 
rate (actuarial 
valuation rate). The Port will continue to have financial obligation to fully fund this 
system and also to pay contributions at whatever rate is determined by LASERS.  The proposed 
bill 
covers some of this but the majority of it is covered in a cooperative endeavor agreement that is to 
be signed by the Dock Board, LASERS, and the HPRS. He hopes to come to an agreement with 
LASERS by the end of the year regarding the cooperative endeavor agreement.  If so, the bill should 
happen.

Mr. Conefry joined the meeting.


The Thomas Brooks situation has been discussed with LASERS.  This issue is to be included in the 
proposed transfer bill.  If for some reason the transfer bill hits a snag, the HPRS bill can go through to 
take care of the issue. It should be taken care of one way or another.  


Mr. Orlesh said Mr. Tureaud's situation and the issue of the officers who continue to work after DROP 
were specifically addressed and LASERS said they didn't see an issue at this point.


Ms. Hammond wanted to clarify if HPRS remains a legal entity that is required to report to legislative 
auditor or if that all goes under LASERS.  Mr. Orlesh indicated he felt that at the point when the assets 
are transferred to LASERS, that would be the date the HPRS Board would resolve. 


Regardless of what happens, once the Port pays off the Unfunded Accrued Liability to LASERS, 
LASERS should be completely liable for payment of HPRS benefits.  Mr. Conefry commented that 
there would be advantages and disadvantages.  Mr. Orlesh said he feels the advantages outweigh the 
disadvantages, specifically the fund will be 100% funded at the end of 6 years.

Rep. Pearson joined the meeting and Ms. Hammond left the meeting.


LUNCH AND PRESENTATION BY BENJAMIN ZACK OF IRONWOOD CAPITAL

8.
Mr. Theo Sanders made a brief report on LAMP
9.
Report from Curtis Williams - Gavion, LLC

Mr. Williams reviewed the Quarterly Report for Quarter ending September 30, 2013.  Performance was very strong in the quarter, up 5 1/2%, Year to Date at 12.5%, and One Year at almost 15%.  Also 
 he reviewed the Preliminary Performance Analysis for November 2013. Information not received from Equitas for November, but they were up 45 basis points in the month of October.  The fund is up 
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approximately 2 1/2% in the Fourth Quarter.  Also on a preliminary basis as of the end of November, the 
fund had $11.2 million, this was before the Equitas number for the month of November.  Year to Date 
up 16.3% and 1 year 18.7%.

Mr. Williams had discussed re-allocation of portfolio with Mr. Tureaud and Mr. Jobert (Exhibit II).  He 
feels that Growth is undervalued relative to Value.  He proposes redeeming enough from Thornburg to 
bring it down to 8%, which would require redeeming $355,000.  Nothing would be added to Sands.  
May possibly add  $10,000 to Vanguard S&P 500 Fund.  He also recommended hiring a new Mid Cap 
Manager.  Recommends redeeming $280,000 from the Small Cap Value Manager, bringing them down 
to 6%; also take $320,000 from Orleans Energy to bring down to 6%.  Add approximately $37,000 to 
PIMCO.  Want to redeem about $90,000 from Goldentree to bring down to 8%; add this $90,000 to 
MFS to bring them up to 6%; and redeem $50,000 from Brandywine to bring down to 5%.  This will add 
$253,000 to cash to get closer to target of 3%.  This should sustain the monthly outgoing cash flow for 
over 4 months providing there aren't any DROP payments he is unaware of.   Currently there is enough 
in the account to pay the December benefits.  This will reduce the equity position some, as well as the 
fixed income.

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


MOTION:
To accept the investment report from Mr. Williams of Gavion.




MOTION PASSED 7-1 (one Trustee absent from room)


Tabled Mr. Williams' recommendation until other members of Investment Committee returned to 
meeting.

10.
Discussion on Commonwealth - Mr. Roche


Mr. Roche indicated that Cantor Fitzgerald put up $1 million in the Sand Springs Capital bankruptcy 
and are requesting that the HPRS Trustees sign a release so that this fund can receive their proportionate 
share.  In addition, in the bankruptcy, there will be a distribution of assets.  People were being given the 
opportunity to receive a proportionate portion of the shares, but as this fund's share is so small, it will be 
paid in cash, if and when they can sell the holdings at whatever price it brings on the market.  It will be 
put out for bid and will be sold to the highest bidder.  This is in addition to the fund's share of the Cantor 
Fitzgerald $1 million.  Mr. Roche is recommending that Chief Hecker sign the form for the fund to 
receive their portion of the $1 million.  The only other option would be for the fund to file a separate suit 
against Cantor Fitzgerald, which would cost more than it would be worth.

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


MOTION:
To vote to accept the fund's proportionate distribution from the settlement with Cantor 



Fitzgerald involving the Sand Springs Capital bankruptcy.




MOTION PASSED UNANIMOUSLY

11.
Continuation of Curtis Williams' Recommendation.  
Harbor Police Retirement System

Board of Trustees Meeting December 12, 2013

Page 7


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


MOTION:
To accept recommendation from Mr. Williams of Gavion to re-balance/asset allocation as 


indicated on his form dated December 5, 2013. 




MOTION PASSED UNANIMOUSLY


Mr. Williams presented Mid Cap Core Equity Managers for consideration.  His two recommendations 
are Scout and Fairpointe.  Both have been in the Mid Cap Core asset class for some time; Scout began 
their strategy in November 2006, Fairpointe in April 1999. Mr. Williams went into details on 
performance analysis for each.  He indicated there was some urgency in making this decision, but he 
didn't want to apply pressure on the Trustees.  After discussion among the Trustees, even though tabling 
a decision at this time would make some slight differences in the previously approved asset allocation, 
it was decided that they wanted the 
Investment Committee to review and make their recommendation 
to the Trustees and have an emergency meeting by the first or second week in January, 2014 to make a 
decision. 
12.
Report from Mike Conefry


Mr. Conefry presented his letter on the COLA (Exhibit III).  Only one of the tests is required for 
approval of a COLA and the "first test" requiring that the investment return on reserves allocated to 
retirees exceeds the actual requirement was met.  The "second test" requiring Funded Ratio exceeds 90% 
was not met.  COLA is possible for calendar year 2014.


There was discussion on the possibility of granting a COLA for 2014.  Chief Hecker said he feels the 
media is scrutinizing what is being done on the pension funds and definitely would have comment on 
the decision.  There were concerns that granting a COLA would impact the decision on the transfer bill.  
It would definitely affect the dollar amount required by the Port.  Mr. Jobert indicated that as other 
retirement funds will be also be seeking a COLA, he feels HPRS should wait and see how the other 
funds handle this.  The Trustees could come back at a later meeting and make the decision.


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


MOTION:
To defer a vote on the COLA until a later date.




MOTION PASSED UNANIMOUSLY

13.
Trustee Education Credit/Travel Vouchers


Ms. Kruebbe asked for direction on what to do when she receives travel vouchers from Trustees without 
a completed Education Credit Form.  Chief Hecker instructed her to advise him and he will follow up 
with the Trustee. 


Chief Hecker indicated the following travel vouchers were recently approved:  Mr. Dorsey for June 20, 
2013 for $1,295; Mr. Tureaud for June 1, 2013 for $3,046; Mr. Kelvin Randall for May 31, 2013 for 
$1,016; Mr. James Randall for May 14, 2013 for $650; Chief Hecker for October 24, 2013 for $110; Mr. 
Dorsey for October 24, 2013 for $281; Mr. James Randall for October 24, 2013 for $417; and Mr. 
Kelvin Randall for October 24, 2013 for $405.  
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Ms. Kruebbe advised she also has vouchers for Mr. Tureaud for October 24, 2013 for $303.87 and for 
September 16, 2013 for $45.20 for LAPERS. 
14.
Discussion on proposals from Wolf Haldenstein and Girard Gibbs


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


MOTION:
To approve securities litigation firms Wolf Haldenstein and Girard Gibbs pending the 



outcome of the transfer legislation.



MOTION PASSED UNANIMOUSLY

15.
Report from Legislation Committee


Mr. Roche indicated Rep. Pearson has agreed to sponsor the bill and has been advertised.

16.
Election of Chairman and Vice-Chairman for 2014


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


MOTION:
To keep current Chairman, Chief Hecker, and Vice-Chairman, Mr. Tureaud, in place for 



2014.




MOTION PASSED UNANIMOUSLY

17.
LATEC NEWS - Mr. Jobert indicated Mardi Gras conference will be February 26-28, 2014 and all 
Trustees have been registered.  Next meeting will be first Thursday in February, 2014.

18.
The following motion was made by Mr. Tureaud and Mr. Dorsey:


MOTION:
To adjourn meeting at 2:50 p.m




MOTION PASSED UNANIMOUSLY

Robert Hecker





Date

Patsy Kruebbe, Administrative Office

Date

(Transcribed by Linda Stern)
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