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

MINUTES OF MEETING

November 28, 2000

The Board of Trustees for the State Retirement and Pension System of Maryland met in the
Boardroom of the SunTrust Buddmg, 120 Fast Balumore Street, Baltimore, Maryland, at
930 am There were present Richard N Divon, Chawman, Willam Donald Schaefer,
Vice-Charman, Arthur N Caple, Jr. George R Tydings. Debra B Humphries, William D
Brown, Carl D Lancaster, Frank P Casvla. Morris L Krome, G Bruce Hamson, David B
Muchell, T Eloise Foster (by telephone), and Al A Alem, Trustees, and Peter Vaughn,
Secretary Apency stall members also attending were Hamiet B Granet, Robert Femstem,
Assistant Attorneys General, Carol Boykn, Chiel Investment Officer, J Howard Plenes,
Drrector of Legislation, Rick Hamson, Chiel Frangsal Officer, Thomas Gighottr, Cheef
Internal Auduor, Pancia Scott, Admmstrator, and Janet Nathanson, Adminstrative
Officer

Michell Gordon attorney for Kevin Finch, was also present

Minutes 1 On motien made by D Aler and seconded by Mr Schaefer, the Minutes of
the regular meeungs of the Board of Trustees for the Siate Retirement and
Pension System of Maryland, held on Cctober 19, 2000 were approved

Esta Carter 2 At her request, Ms Carter’s case was deferred

1

Kevin Finch 3 The Board consudered the report of the Mediwal Board m connection with the
clamm of Kevin Finch for ordinary and aceidental disabulity benefits  The
Medical Board report included a report by an Admimstrative Law ‘}ud,g,e and
related medical documentation Mr Finch appealed the Medical Board's
decision that the medical evidence submutted did niot prove that he tg unable to
perform his job duties g

Mr Mutchell Gordon, attomey for Mr Finch, presented us arguments
apposing the Agency's posiion and the Medical Board's ncm'méndamm
Jill Lewer, attomey for the Agency, addressed the Board and argued that the
Board should accept the Medical Board's report  The Board deferted further
cansideration fo execubive session
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On motion made and duly seconded, the Board unanemously veted 1o meet uqﬂmcutwt

Sesson to consider the appeal of Kevin Finch and to discuss fegal matters Srate (mwmmcm
Artcle Section 10-5302(1) authorizes the Board to meet m closed session to exemts»e a quast-

Judicsal function State Government Article Section 10-508(a)(8) authonizes the Hmrf:l 1o et
in closed sesston to comsult with staff, consultants, or other mdraiduals about pemimg or

potential ingation

The Board met in Fxecutive Session at 10 10 am 1n the SunTrust Burlding to discuss
legal 1ssues  All of the persons present at the begimming of the meeting were presentn
Exccutive Session except Mitchell Gordon  The Board adjourned s Executy
Session at 11 40 & m and returned 1o regular session to eomplete the agenda X

Kevin Finch

Executive

‘ Drector’s Repont

+
1

EXECUTIVE SESSION

v

ol e

REGULAR SESSION

On motion made by Mr Lancaster and seconded by Mr Harmson,/the Board
unammously voted so remand the case of Kevin Finch to the Muhca | Board

The Board directed the Agency to send Mr Finch for an mdemndmr medical
exammation by a doctor mutually agrecable o both parties  The Board
further directed that the addional medical documentation be entered nto the
record and reviewed by the Medical Board

Mr Vaughn informed the Board that the Agency had recerved the ﬂ:udumi
financial statement from the Legislative Audifors conveymg the Agency’s
unquahfied Fiscal Year 2000 audy

Mr Vaughn then adwvised the Board that the transfer refund mmm rate for
calendar year 2001 was 11 656%  This rate 15 shightly hugher i?mn the year
2000 rate of 11 152%

Mr Vaughn then informed the Board that Benefit Statements were marled on
November 7th and 8th to all active members of the System  The statement
provides mformation on, among other things, service creddt and ehgible

credit, contribution balance, retirement and disalnlity estimates, écmh benefits
and COLA rate

Mr Vaughn then advised that the Agency was currently rev: rewing ids for
Custody Service from State Street Bank, Ciubank, Bank of New, York and
Mellon Bank He remmded the Board that the current wmmu Expires
February 14, 2001, and stated that he will report back m Dece mber with
recommendations '

Mr Vaughn also advised that the Nationa! Conference on Public \[Employee
Renrement Systems’ (NCPERS) Lepistative Conference would im held
Washsngton, DC January 29-31, 2001  He stated that any TruSteev. "nterested
m attending should obtamn the literature from the Executive Office t

Mr Vaughn advised the Board of a letter o the Trustees fmml the Jomnt

Commattee on Pensions (JOP) regarding the one-year notfication fo transter
service credit from other public pension plans to the Maryland Systems Mr
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Vauphn advised the Board that the letter was currently being rewcmd and
that he would update them at a future meeting

i

Mr Vaughn then invited all of the Trustees to the I)ecembc; 5, 2000
Executive Commtiee meeting which would be held at Syscom at [0 30 so
that the Commutiee could observe the developed portions of the new $35
mithion system

Mr Vaughn next wvited all Trustees to the Agency's Christmas Party to be
held on December 15, 2000 at 1 00 at the Agency offices

The Board accepted Mr Vaughn's repont |

Mr Arthur Caple, Jr, Chamrman of the Investment Commutiee, rem%ted

an the meeting held November 17, 2000

Mr Caple began by advising the Board that Dawvid Fisher of Captal
International, Inc had made an evwcellent presentation to the Investment
Comamtiee

Mr Caple mbormed the Board that the Investmers Commutiee, along with
staff, will continue to monitor the Optional Retirement Plan, rather than have
Mercer manager the Plan  On mobion by Mr Caple and secondéd by Mr
Brown the Hoard voted unanumously to adopt the motion as stated

Mr Caple next discussed the Benchmark Review and advised the Board that
staff will contimue & review of manager benchmarks and recommendations

On motion made by Mr Caple and seconded by Ms Humphnes, the Board
approved the followmg benchmarks 1) Domestic Fixed Income - Salomon
BIG Index for the asset class and Salomon BIG + 50 basis pomts for the
managers, 2} High Yield - Mermli Lynch Master I Index for the asset class
and Mernll Lynch Master It Index + 150 basis points for the managers, 3}
Imermnational Equity — EAFE Index for the asset class and EAFE + 150 basis
ponts for the managers excepd Harbor, who will have EAFE + 200 basis
pomts to reflect thewr Wgher fee, 4) Convertible Bonds - F sl Boston
Converuble Index for the asset class and First Boston Convertible +{150 basis
pounits for the managers Messrs Dixon Schaefer Caple Tydings Casule and
Krome, Ms Humphnes, and Dr Alerm registered yea votes Messts Brown,

Lancaster and Hamson registered nay votes Messes Harmson and iancaut::r
voted agamnst the motron since they supported staif™s recommendation to have
a premuum of 175 basis ponts for the convertible bond managers ’

Mr Caple informed the Board that staff reviewed 3 providers p! praxy
services and the Commuttee moved fo change its provider from Proxy Monitor
w Institutional  Sharcholder Services (158) for an additional| cost of
approximately $14,000 per year :

The Board accepted Mr Caple’s report



Execubive
Computtee Report

1%29

Mr Witham D Brown, Chawrman of the Executive Commuttee, reported
on the regular meeting held November 14, 2000 Exhibit A .
Mr Brown informed the Board of Paincia Scott's request for rehief of the
earmings hmuation offsct  In 1999, Ms Scott was employed by University
College, a participating employer  Ms Scott clamms that she venfied with the
Retirement Agency that Umversity College was not a participating agency
and that her earings would not be offset  The Agency acknowledged that a
mistake could have been made w that regard, however, Usiversity College 1s
a participating employer and the carmngs must be offset On motion made by
Mr Brown and seconded by Mr Caple, the Board voted unammously to deny
Ms Scott's request for earnmgs hmuation waver, and to duweet staff to
review Ms Scott’s wnitten statemment and respond at a future Executive
Commuttes meeting

Mr Brown wformed the Board of Frank Burd's request for an extraordhnary
salary increase due to a cost of hving increase and an ncreased mandatory
work schedule  Mr Brown stated that this salary increase of $18 88 per
month had been approved by Mr Vaughn under the authonity granted to lim
by the Board

Mr Brown informed the Board that the contract extension with Brown &
Company to sudit the Strategic Systems Program was still under negotiation
and that the Commuttee deferred this 1ssue until the December meetng

Mr Brown then asked Mr Vaughn to update the Board on the Strategic
Systert Mr Vaughn stated that he remamed optirmstic that the proyect would
be completed on time and that Marge Bury, Retrement Admumstrator, had
agreed 1o spearhead the management and testing of the new systerm Mr
Vaughn stated that the Executive Comwmittee had approved [us request to ask
the Board of Pubhic Works for 3 budget amendment to pay for stems that were
not eovered 1n the onginal contract 1) $860.452 to mtegrate 2000 Legslaton
into the Strategic System, 2) $1,480,000 for changes to the employer payroll
processing order, 3) $270,000 for changes to the screen desiggn On motion
made by Mr Brown and seconded by Mr Casula, the Board voted
uhammously to request a budget amendment and Board of Public Works
approval as stated

Mr Brown mformed the Board that the Commuttee had agam c}tsa{usssed the
issue of whether 1o require Social Secunty numbers on the nomination
pettions  The Commuttee agreed that they would not change i%w election
pracess by ehimnating soctal seeurity numbers because 1t would b& almost
impossible to determine legitimate signatures without the number :muj because
most people did not und giving them '

The Board accepted Mr Brown's report
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The Board, on motion made and duly seconded. unansmously a;iprcfwd the
reports of the Medical Board in connection with applications of members for
ordimary, accidental and special renrement allowances  The Medical Board's
conclusions were reached afier s review of the ewidence provided by the
claimants '

The Bourd, on motion rmade and duly seconded, unanmmously aceepted and
approved the supplemental reports of the Medical Board i connection with
applications of members for ordinary, accidental and special retwrement
Leatnce Ayres allowances The Medical Boards conclusions were reached
after 1ts review of the evidence provided by the claymants  The Supplemental
Report of the Medical Board 15 shown as Fxhibit B

Mr Lancaster discussed the National Education Associavien (NEA) letter
and their request for Board support for the Johnson-Range! school
construction bill (HR4094), and moved that the Board support the till
Follopwing further discussion, on motion made by Dr Aler and seconded by
Mr Harrson, the Board voted unanimously o table the ssue

Mr Lancaster than asked Mr Vaughn (o claborate on the authonzation of the
$30.000 allotted to William Mercer to conduet 3 modified review of Optional
Retrement Program (ORF) providers Mr Vaughn informed the Board that
the Investment Commuitee had previously decided that the Agency would not
need the services of Mercer to assist the Invesiment Commutiee Mr Vaughn
stated that the FY 2000 review, while not mandatory, would have occurred at
about this ime  Mr Lancaster stated that the Board should authonze Mercer
to conduct the FY 2000 review and not wait until next year  On motion made
by Mr 1 ancaster and seconded by Mr Casula, the Board voted unanimously
to authonze the Ageney to contract with Witham M Mercer Company to
conduct a FY 2000 review of the 4 ORP providers, and submit the report and
analysis to the Investment Commttee

There being 1o further business, on motion made and duly seconded, the Board adjourned at

1220pm

PW, Secrs tary



