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  MINUTES

Policemen’s Pension and Trust Relief Fund

Thursday, July 10, 2008

9:00 a.m.


On Thursday, July 10, 2008, at 9:00 a.m. a meeting of the Board of Trustees of the Policemen’s Pension and Relief Fund of the City of Little Rock, Arkansas was held in the Sister Cities Conference Room at City Hall.


PRESENT:  
Bruce Moore
-Chairman



Farris Hensley
-Secretary
  





Lee Harrod
-Member



Mike Lowery
-Member







  Albert Miller

      -Member





ABSENT:
Sara Lenehan
-Treasurer

 

Brad Furlow
-Member

Also present were Mr. Larry Middleton, Mr. Alex Jordan, and Mr. Bo Brister of Stephens Capital Management who are Financial Consultants for the Fund, Mr. Dean Overstreet and Mrs. Erin Behring of the Dover Dixon Horne Law Firm who are Legal Consultants for the Fund, and Mrs. Kathy Lindsey who is a Pension Fund Administrative Technician.     


Mr. Moore called the meeting to order at approximately 9:00 a.m., certifying that a quorum of the Board was present, and that the Media had been properly notified in a letter of June 27, 2008 to the Arkansas Democrat-Gazette.


Copies of the June minutes had previously been submitted to Board members.  Following their review, Mr. Harrod made a motion to approve them as submitted.  Mr. Lowery seconded the motion and it passed unanimously.


Mr. Jordan, Mr. Middleton, and Mr. Brister of Stephens Capital Management gave a June 2008 financial report, and said that on June 30, 2008, the market value of the total Fund was $59,227,633. Additionally, $1,003,032.82 was held in the Metropolitan Bank Checking Account.  This represents a decrease in the account balance of ($2,130,858) since May 31, 2008. The component of this change was income of $403,891.64. There were net contributions/withdrawals of $2,100.76.  The Funds overall market rate of return for the month of June 2008 was a negative (3.59%), and (3.98%) year-to-date through June 30, 2008.  On June 30, 2008, $24,210,652.74 was allocated to DROP.


Mr. Jordan reported that due to past defensive positioning within the Funds portfolio the total equity exposure is down from a “high point” of approximately sixty percent (60%) to approximately forty six percent (46%).  He said that although the Fund has benefited from being more heavily weighted in growth equities over value equities, he is currently concerned about international equities, and said that if the Board decides to rebalance the portfolio, and further reduce its exposure to equities, he would probably recommend reducing its exposure in international equities.  Mr. Middleton told the Board that he expects it to continue being a challenging marketplace due to very unusual times, and does not anticipate a significant rebound in the equity market until at least the first quarter of 2009.


Mr. Hensley distributed copies of a recent front-page article appearing in the USA Today to Board members, Mr. Middleton, Mr. Jordan and Mr. Brister.  The article was titled, “bill for taxpayers swells by trillions” and stated in-part the following:

(USA TODAY, 5/19/08)

“The federal government’s long-term financial obligations grew by $2.5 trillion last year, a reflection of the mushrooming cost of Medicare and Social Security benefits as more baby boomers reach retirement.  Taxpayers are on the hook for a record $57.3 trillion in federal liabilities to cover the lifetime benefits of everyone eligible for Medicare, Social Security and other government programs, a USA Today analysis found.  That’s nearly $500,000.00 per household.  When obligations of state and local governments are added, the total rises to $61.7 trillion, or $531,472.00 per household.  


Medicare has an unfunded liability of $30.4 trillion.  That means, in addition to paying all future Medicare taxes, the government needs $30.4 trillion set aside in an interest-earning account to pay benefits promised to existing taxpayers and beneficiaries.  The amount is sure to rise when the oldest of 79 million baby boomers-62 this year-reach 65 and become eligible.”


 Mr. Hensley told the Board that we are indeed experiencing challenging times, (statement previously made by Mr. Middleton) and that he (Mr. Hensley) is concerned about the long-term financial stability of the Fund, and its ability to preserve capitol.  He then asked the Financial Consultants to comment concerning the article, and potential impact that such federal obligations could have on financial markets and Pension Funds.  

   Mr. Middleton told the Board that first of all, the portfolio has no sub-prime exposure, and that Certificate of Deposits (CD’S), and any other securities held in the portfolio are intermediate in nature, therefore if rates go higher the portfolio is positioned to benefit from the increases.  He said that the portfolio is broadly diversified among a majority of the large capitalization equity asset classes.  That even with all of the nations problems we are still the strongest economic power in the world, and that he has to believe based on historical performance our creative approach to resolving problems will ultimately be successful.  He (Mr. Middleton) said that he shares the concerns of Mr. Hensley, but has a very high level of confidence in our economic system.              

Mr. Smith was away and unable to attend the meeting, therefore matters relating to legislative issues were tabled until the August meeting.


Mr. Overstreet reported concerning the lawsuit in regard to past benefit increases, and said that there has been little change; however he has continued to review historical pension data in preparation for the case.

Mrs. Behring reported on the matter concerning ten percent (10%) of probation fees, and said that she had met with a City Attorney representative, approximately two weeks ago, and was told that a memorandum would be prepared and forwarded to her regarding the City of Little Rock’s position concerning the matter.   She (Mrs. Behring) said that she had not received a memorandum, however will be meeting with the representative later in the day.  The matter was tabled until August.


During the May meeting, Mr. Smith had reported that statutory authority currently exists for Police and Fire members to have their county real estate property taxes frozen in the same manner that currently exists for individuals on social security, and that a legislative resolution is not needed.  He explained that the only requirement is for such an individual to provide proof of their disability retirement.  

At the June meeting, Mr. Harrod asked that Pension Fund Administrative personnel or the Funds Legal Counsel research the above referenced law in regard to providing a letter of certification to the five (5) or six (6) members who have received disability pensions.  There was a discussion in regard to members who have received a full medical pension, verses others members who retired during their DROP participation, and asked that their retirement be documented as, for medically related purposes.  The matter was tabled until July to allow adequate time for legal counsel to review the matter.


Prior to the current meeting legal counsel had forwarded a memorandum to all Board members via email regarding legal issues surrounding the matter.  Mrs. Behring’s summation concerning the matter, was that Arkansas State Statutes mandate that when a member begins participation in DROP, they are then considered for pension purposes to be retired, therefore when a member in the DROP terminates their employment due to disability that occurred after entering the DROP, it is not considered a disability retirement because of the prior retirement date of when they entered the DROP.  She suggested, however that a member could provide documentation from a Physician to the County Tax Collector regarding their disability.


Mr. Harrod said that after having participated in the DROP for a period of time, he retired in 2002, and submitted a document from his Doctor to the Pension Board regarding a disability.  He said that the reason he had submitted the document regarding a disability was to avoid a ten percent (10%) penalty for early termination of employment during the DROP period, which was at that time mandated by Arkansas Statute.  He explained that it did not create an additional obligation for the Fund, rather avoided a DROP penalty that otherwise would have been imposed.  


Mr. Hensley addressed the matter, and said that he did not have a problem with the Police Pension Administrative personnel submitting a letter that would benefit any member of the Fund as long as it was factually accurate; however the Board has not in the past approved disability pensions for members who retired after participating in the DROP.  He said that some pension applications including that of Mr. Harrod were approved, and recorded in past minutes of the meeting as being for reasons medically related, however there is a clear distinction to be made.


Mr. Miller told the Board that there appears to be some confusion in regard to specific language in the original DROP Statute verses the amended Statute, and suggested legal counsel review the original statute.


Mr. Lowery addressed the matter, and said that he does not consider it acceptable to classify all of the medically related pension applications that were previously approved while members’ were participating in the DROP as disability pensions, however suggested that they could possibly be considered on an individual factual basis.


The matter was tabled until August.

During the March 2008 meeting a matter concerning dental insurance premium deductions was discussed.  Mr. Moore had reported that twenty-two (22) retired City Employees, including seven (7) retired Police Employees had either overpaid or underpaid dental insurance premiums.  He had explained that all were given the option of paying the underpaid amount in a single payment or to have it deducted from their benefit checks and that all with the exception of Mr. Harrod had already elected one of the two payment options.  Due to various circumstances surrounding the matter and the fact that City Employees had made the errors, the Board had asked Mr. Moore to forgive any unpaid amount of the above referenced insurance premiums to Retired Police Pension Members, and to reimburse all amounts that had already been paid.

 At the current meeting Mr. Moore told the Board that he had considered the matter, and that as far as he was concerned the one Retired City Employee who had not repaid, continues to owe the money, however he (Mr. Moore) does not intend to diligently pursue it.  No further action was taken.                         


Upon request from Mr. Moore the matter concerning District Court reporting to the State of individuals with outstanding fines was tabled until August.

 Previously submitted to Board members were copies of the June 2008 expense and legal fee report. Total expenditures excluding benefit related expenses, were $3,589.19 for the month of June, and $32,211.48 calendar year through June 30, 2008.  Legal fee expenditures paid during the month of June 2008 were $8,093.64, and totaled $21,796.14 year to date through June 30, 2008.

Following a review of the above referenced report Mr. Hensley made a motion to approve it as submitted.  Mr. Harrod seconded the motion and it passed unanimously.

Mr. Hensley told the Board that he wanted to get information in the minutes for distribution to members regarding the upcoming Police Supplement and Future Police Supplement payments.  Both he and Mr. Harrod who had been dealing with the Arkansas Fire and Police Pension Review Board in regard to the matter explained that last year the Future Police Supplement payment was approximately $400.00 more than normal because a ten percent (10%) reserve which had built up over a period of years was included and distributed in a lump-sum pay.  However, because the above referenced one time distribution increased last years payment in excess of the normal amount, and the fact that the Future Police Supplement receives fifty percent (50%) of all future growth in insurance premium taxes which had decreased by approximately $800,000.00, the Police Supplement and Future Police Supplement will decrease to a total payment of approximately $1,400.00.       

Upon conclusion of Pension Board business, Mr. Hensley made a motion to adjourn the meeting.  The motion was seconded by Mr. Harrod and passed unanimously.  The meeting adjourned at approximately 10:10 a.m.

Respectfully submitted,

Farris Hensley, Secretary

