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BOARD OF TRUSTEES
FOR THE
STATE RETIREMENT AND PENSION SYSTEM
OF MARYLAND

MINUTES OF MEETING

September 19, 2000

The Board of Trustees for the State Retrement and Pension System of
Maryland met m the Boardroom of the SunTrust Building, 1200 East
Baumore Street, Balumore, Maryland, at 940 am  There were present
Rmhard N Dhixon, Chawman, Frank P Casula, David B Mitchell, Morns 1
Krome. Carl D Lancaster, Debra B Humphries, G Bruce Harmson. T Elowse
Foster, William D Brown, Al A Alemy and Arthur N Caple, Jr, Trustees,
23l Peler Vaughn, Secretary  Agency staft members also attending were
Murgaret A Bury, Retirement Admimistrator, Harmet B Granet, Il Lemer,
Rcbert Femstem, Carla hawﬁnbwg Assistant Atorneys Ueneral, Carol
Beykan, Chief Investment Officer, Thomas Gighoto, Chae!l Internal Audstor,
Panew  Scott, Admmstrator, Sherlynn Matesky, Adnvmistrator,  Rack
Hzrmson, Choel Financial Officer, and Francis Langston, Information Systems
Cficer

Fabert Silberman, attorney for Gertrude Hawkms, Gertrude Hawkins and
Awgehne Famrell were also present

Minutes f On motion made and duly seconded, the Mmutes of the regular meetings of
the Board of Trustees for the State Retirement and Pension System of
Maryiand, held on August 15, 2000, were approved

Gedrude v Hawkns 2 The Board considered the report of Walham C Herzmg, situng as
Admimstrauve Law Judge for the Office of Admumistrative Heanings,
connection with the appeal of Gertrude V Hawkins  Ms Hawkins appealmf
e the Medical Board’s_demal of accidental disabiliy benefits_The Medrcal
o T Board reasoned: that theydid-not-b believe that her dzsablmy»maw%w namm§
and proximate result of an accl accrdent that occurred 1n the perfarmmance of diy

ot -

The Admumstrative Law Judge, upon consideration of the record, and
« " following a hearmng, affirmed the Agency's decision and concluded that Ms
Hawkins™ disability was rot the 'natural and proximate result” of a work-
related accident that allepedly occurred  Therefore, her apphication for
accidental disabrlnty benefits should be denied



Angeline Farrell
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Mr Robert Silberman, attomney for Ms Hawlans, presented his arguments
opposing the Agency's posthon and the Admunistrative Law Judge's
recommendations Ms Jill Lemner, attormey for the Agency, addressed the
Board and argued that the Board should adopt the Admmstrative Law
Judge's recommendations  The Board deferred further consideration to
CXCCUTIVE 5835101

The Board considered the report of 1 Bemard MeClellan, situng as
Admimstrative Law Judge for the Oftice of Admimistrative Heanngs, m
connection with the appeal of Angeline Farrell  Ms Farrell appealed the
Medical Board's demal of accidental disabihty benefits  The Medical Board
reasoned that they did not believe that her disabihity was the natural and
proximate result of an accident that allegedly occurred n the performance of
duty

The Admuustrative Law Judge, upon consideration of the record, and
following a heanng, affirmed the Agency’s decision and concluded that Ms
Farrell was not disabled as the “natural and proxmmate result” of @ work-
related aceident on September 3, 1996  Therefore, her appheation for
acerdental drsability benefits should be dened

Ms Farrell presented her arguments opposing the Agency’s position and the
Admimstrative Law Judge s recommendanons  Ms  Carla Katzenberg,
attorney for the Agency, addressed the Board and argued that the Board
should adopt the Admimistrative Law Judge's recommendations  The Board
deferred further consuderation to executive session

O motion made and duly seconded, the Board unammously voted to meet in Executive
Session to consider the appeals of Gertrude Hawkins and Angehine Farrell  Siate
Gosernment Article Secoon 10-302(1) awthorizes the Board to meet m closed session to
sxereise & quast-pucheal function

i ot ———.
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EXECUTIVE SES

Tre Board met m Executive Session at 1025 am i the SunTrust Bulding to consider the
sppeals of Gertrude Hawkins and Angeline Farrell  All of the persons present at the beginning
el the meeting were present in Executive Sesston except Robert Silberman, Gerrude Hawkuns,
ad Angeline Farrell The Board adjoumed s Executive Session at 10 30 s m and retumed

*
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seecegular session o complete the agenda

Oerrude Hawkie.,

Angelire Farreld

Execulivy
Dhrecror’s Bepont

The Board considered the record of Gertrude Hawkins  Following a discussion, on
motion made by Dr Aleny and seconded by Mr Caple, the Board voted unanimously
to adopt the Admmistrative Law Judge's Proposed Findings of Fact and Conclusions
of Law and demied Ms Gertrude Hawkms' request for acoidental disability retrement
benefits

The Board considered the record of Angeline Farell  Followng a discussion, on
motion made by Mr Muchell and seconded by Major Krome, the Board voied
unammously to adopt the Admimstrative Law Judge's Proposed Findings of Fact and
Conclusions of Law and demed Ms Farrell's request for accidental disability
retrement benefits

4 Mr Vaughn nformed the Board that the lawswit agamst the Agency and the
Board members by Mark Fogg had been disnussed i federal court on
Summary Judgement due to a time bar  Exhibit A

Mr Vaughn advised the Board on the status of United States Congress
House Resolution 1102 and informed the Board that the proposal would
provide enhanced portability between retirement plans and would allow
rollovers between 457 plans and other contnbutory plans including
IRAs, 403(b} and 401 plans HRI102 would also perrmit the purchase
af service credit with 457 and 403(b) assets, or use these funds for the
repayment of refunds n public sector defined benefit plans  The
Resolution would also provide greater fleability 457 plan

TSI distnbutions and provide equnable tax treatment to domesticrelations

orders, and remove the compensation-based hmits on contnbutions to

‘ plans  In addiidn, the compensation hmit would ﬁez"‘mcmased'ﬁ??}“ﬁ
' $170,000 10 $200,000, benefit limuts would be updated, and catch-up

contributions would be provided which would stimulate savings
)

" retrement plans  Extubit B ! - *

t

Mr Vaughn noted that he would report to the Jomnt Commuties on
Pensions regarding the investment review, retiree health insurance and
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on any [unding study methoedology adopted by the Board that would
require legislative approval, ‘mcludmg funding the Mumcipal
Corporations

Mr Vaughn next reported on the Jomt Committee on Pensions (JCP)
meeting held on September 12, 2000 that he attended He informed the
Board that the JCP 1s currently considening the eammgs hmutation
issue  He also mformed the Board that the JCP heard from several
retirees who had recerved incorrect benefit estimates Mr Vaughn
explained that only a very small percentage of calculations were
incorrect and that 99 8% of the Agency’s benefit estimates were correct
However, the JCP 15 considenng legislation on this 1ssue Mr Vaughn
also said that he updated the JCP on the Agency’s Strategic System,
advising them that implementation was on a revised schedule The JCP
15 also considenng abohishing the 5-year limitation penod for acaidental
disatlity Mr Vaughn stated that he would send a letter to the JCP
clanfying the Board's position on this matter

Mr Vaughn then updated the Board on the progress of the construction
of the Agency’s new office space on the 12" floor of the SunTrust
butlding He advised that the area would be ready for occupancy in the
first week of October

Mr Vaughn mformed the Board that the contract with State Street Bank
for custody services would soon expire and that the Agency would be
sending an RFP in early October for these services

Mr Dixon congratulated Mr Vaughn and the Agency stafl for the
outstanding presentations made at the 2000 Rocky Gap Strategic
Planmng Conference

The Board accepted Mr Vaughn's report

Mr Wilham Brown, Charrmman of the Execunve Commtiee, reported on the,

regular meeting held Smmmbgg 12, 2000 Exhibue C

Mr Brown mformed the Board that Memll £ Fisher appealed o the
Executive Commuttee that his earnings at the Umversity of Maryland should

*not be offset because the Umiversty 18 not listed on the Agency's form

regarding re-employment  However, Dr Fisher knew about the eamings
hmtation for the University of Maryland because he has applied for a watver
of the hmutauon m 1998 The Commuttee recommended that the Board deny
Dr Fisher's request and uphold the offser of $1,500 22 On motion made by
Mr Brown and seconded by Dr Alemu, the Board voted unamimously to deny
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Dr Fisher's request

Mr Brown next reported on the revised draft legislation 1o permit members
of the Teachers' Pension Systems to purchase service credits at 50% of the
full actuaral cost  Mr Brown explamed that the legslation 15 simlar to
legslation enacted m 2000 for State employees On metion made by Muor
Krome and seconded by Dr Alerm, the Board voted unanimously to include
legiskauion w the 2001 Legislatve Proposal that would permt members of the
Teachers' Penston Systems to purchase Maryland teaching service pubhe
schools at 50% of full cost Mr Brown abstained from the vote

Mr Brown then wfurmed the Board that Marge Bury, Retrement
Adminstrator, asked the Commuttee to approve a policy to calculate the final
average compensation of members of the Pension Systerns by using active
work periods only He also asked the Board to dwrect stafl to prepare a
techmeal correction to the law stating that “conscculive years” applies to
active periods of employment only  On motion made by Mr Brown and
seconded by Dr Alemi, the Board voted unammously o approve the
calculation pohcy as stated and 10 make the techmical correction to the law

Mr Brown next reported on a request from Carroll County Board of
Education to clanify whether a vehicle stpend would be considered earnable
compensation for reurement purposes  On maotion made by Mr Brown and
seconded by Dr Alem:, the Board voted unanimously 0 exclude the vehicle
stipend as eamable mm;mm{nﬁn m the Carroll County Board of Education
case, amend the regulation pertainmg to eamable compensation 10 exclude
vehicle stipends. but to delay filing for the amendment until they determine if
there are other fringe benefits which could be cluded under the revised
regulation

Mr Brown advised the Board that the Strategic System was on schedule for
the October 2001 implementation dale

Mr Brown next mformed the Board that the IRS needs three items added to
the LEOPS DROP plan before they will consider approving the plan (1) 2
statement that LEOPS satsfies the mimmum distmbution rules set forth m the
Internal Revenue Code, {27 a statement that if LEOPS 15 termmated, m whole
or 1 part, the affected members hold a non-forfertable nght to their funded
benefits, {3) a hstng of the actuarial assumpuions adopted by the Board of
Trustees  On motion made by Mr Brown and seconded by Mr Caple, the
Board voted unanmously,to adopt the resolution incorporating the three jieras
stated and directed staff to provide the resolution to the RS

Mr Brown updated the Board on a presentation by Johin Colberg of Miliman
& Robertson concetming the pre-funding of retiree healthcare msurance Mr
Colberg was asked to address the Commutiee because of legslation
miroduced n 2000 by Senator Robert Neall that would have mven the
Agency the responsibihity for investing funds for the State 1o use towards the
cost of retree health benefits  Mr Brown reported that, although the
legistation did not go through, Major Krome had asked that stalf provide an
analysis of Senator Neall's ongmal proposal, as well as any amendment that

'
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may have been introduced or accepted prior to the proposals’ demse  Mr
Brown asked the Trustees to review the mformaton and provide thesr
comments to the Executive Commutice

The Board accepted Mr Brown's report

Mr Arthur Caple, Jr , Chairman of the Investment Commuttee, reported on the
meeting held September |5, 2000

Mr Caple updated the Board on presentations by Abbott Capital, Brinson,
and HarbourVest, the Systems’ private equity fund of fund managers The
Commuttee also heard a presentation from Greenway Parmers  Mr Caple
explaned that Greenway, lke Relauonal, analyzes large undervalued
companies, purchases stock in the company, then tries to use ther influence to
make changes within the company to merease shareholder value

Carol Boykmn, Chuef Investment Officer. updated the Board on the MSRA's
%15 mulhon mvestment i the Maryland Venture Capatal Trust  She stated
that the Agency had gotten back more than the $15 mmllion investment and
that that the rate of return was subject to some debate  The retumn will be
calculated by the Trust's auditor, Arthur Anderson, and will be reported to the
Board when finalized

Mr Caple reporied that the total rate of return on investments for the Agency
for the perrod ending July 31 2000 was 11 4%, and that the 3 year, 5 year and
10 year rates of return were 9 3%, 12 5% and 12 2%. respectively  The return
for the fiscal year ending June 2000 was 11 9%

Ms Boykin then answered a question posed by Trustee Harnson regarding
the Crown Central Petroleum buyout offer  She explaned that at the previous
meeting, she estimated that the Agency owned approvimately 5,000 shares of
Crown Central through DFA  However, after rescarching the ssue, she
reported that the Agency sctually owned 37,040 shares on that date She
further explamed that the $9 50 bid by Rosemore for Crown Central had been
rejected, but that the Apex bid had not yet been accepted and that other bids
were beng solicited . She sad that ISS had recommended that sharcholders
vote against the Rosemore proposal o purchase Crown comm

Mr Caple then “informed the Board that, n the future, the Investment
Commutice would dismbute the nunutes of the closed session of the
Investment Conumittee meeting at each Board meeting, and then collect them
at the end of the meeting

The Board accepted Mr Caple's repont
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. Medhoal Evend 7 The Board, on motion. made by Mr Casula and seconded by Mr Mutchell,

; Repeorts accepted and approved the reports of the Medical Board m connection with
applicaions of members for ordmary, acoidental and special retirement
allowances The Medical Board's conclustons were reached after its review
of the evidence provided by the claimants

Supplemental & The Board, on motion made by Mr Casula and seconded by Mr Mtchell,
Medical Boaxd the Board unammously accepted and approved the supplemental reports of
Reports the Medical Board i connection with applications of members for ordinary

and acerdental and special retirement allowances  The Medical Board's
conclusions were reached after 1ts review of the evidence provided by the
clumants The Supplemental Report of the Medical Board 15 shown as

Exhtnt D
Supplem:ntzl
Dusabnity O1-¥set 9 The reports of the Medical Board for offsets of disabality retirees were
‘ accepted by the Board The Board, on metion made by Dr Alemu and

seconded by Ms Humphres, authonzed the reduction of the pensions of
affected retirees as provided for under the current law (State Personnel and
Pensions Article), effective July 1, 1990 The offsets are based on ealendar
1999 earmungs that will be offset from pension benefits pawd m fiscal year
2001 Exhibu E

i

Mumirpal Corpocstion
Funding Sunly 16 Mr Eugene Kalwarskt of Miliman and Robertson reported on the Mumeipal
portion of the funding study by reviewmg the history and past trends  He
reviewed the financial siuation and stated that s portion of the System was
already overfunded
Mr Kalwarski recommended that the Board consider a funding system for the
e ey municipal corporations that-15- different from the Systems’. funding ..He
LT qupgested that the-withdfawal rileS.be modified 16 increase_ e wythdrawal
cap from 100% to a higher figure so that the participants could participate m
any windfall He recommended that the System keep a 5% cushion and then
return a portion of the surplus 1o those who withdraw

. . Mr Kalwarsk: stated that he would make final recommendations n October
and asked the Board members to contact him with suggestions
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There hemng no further busimess, on motion made and duly seconded, the Beard adjourned at
d30pm ’

‘ Respioctfully sybrmtted,

Peter Vaughn,
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