Minutes

Investment

BOARD OF TRUSTEES

| FOR THE
STATE RETIREMENT AND PENSION SYSTEM
OF MARYLAND

MINUTES OF MEETING
JREVISED]
October 21,2003

The Board of Trustees lor the State Retwement and Pengsion System of Maryland met m the
Boardroom of the SunTrust Buddmg, 120 Fast Balnmore Street. Baltimore, Maryland.
begimming at 9 00 am  There were present Wilham Donald Schaefer, Chawrman, Nancy K
Kz}m}, Viee-Chair, James C [hPaule, Nancy § Grasmick, Arthur Caple (via conference call at

I 03am) William D Brown, Carl b Lancaster, Mormis I Krome, David B Hamulton, Alr A
Mc.m: Trustees, and, ’I‘hamaa K Lee, Secretary  Agency Staff members also attending were
Margaret Bury, Retiremeht Adminsstrator, Deborah Bacharach, Robert Femstemn, Carla
Katzenberg and Jill Lewer, Assistant Attomeys General, Victoria Willard, Acting Chief
Irsvestment Officer, Howmrd Plewnes, Director of L%mlatmn and Research, Sherlynn Matesky
Legislanon and Research, Thomas Gighotn, Chief Internal Auditor, Arthur Broadwick, Acting
Chief of Finance, Jeanmé Abramson, Acting Chief of Finance, Harvey Ranzyk, Deputy
Retrement Admmnustrator, Joseph Coale, Public Informaton Officer, Gary Senbner, Chsef
Informatien Officer, and Momea Bias, Executive Associate

Also present were Dean Kenderdine, Robett Dezabe and Katie Staub, Milhiman USA, Tom
lannuci, Cortex, Michael Dresser, Baltnmnore Sun, Korsten Beckerman, Baltimore Jewash

Times Chifford B Serbin, Emima Strayhorn and Sharon Wilt

i Mr Carl Lancaster presented writien changes o the September nunutes The
Roard, thf:r:c:f“mc:, deferred approval of the Scptember mmutes pendimng the
addition of Mr Lapcaster's amendments  The revised September minutes wiil
be subnutted a1 the November 18, 2003 mecting of the Board of Trustees for
approval |

H
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2 Mr Carl Lancaster, Vice-Chatrman of the Investment Conumitee, reported on

Comnittee Report the meeunyg held October 10, 2003
and Recommendanons

M: Lancaster noted that mvestment staff and EnmisKnupp have arranged with
Brnidgewater Associates somewhat different guidehines from other managers
who mvest System assets  Brdgewater uhhizes denvalives and currency to a
greater degree than other managers, which requres dufferent and greater
controls - EnmsKnupp, at the request of Treasurer Kopp, is developing a letier
sndwating that while uthamg Bridgewater may appear more nisky, 1t 1s not and,
therefore, does not deviate from the Board's general conservative nvestment

- e ——gnproach  On moted 6f Mr™ Lancaster and duly seconded, the Board accepted
the recommended investment gurdelines for Bridgewater

O motion by Mr Lancaster and duly seconded, the Board unanimously agreed
to remove Abbot Capital Management and Harbour Vest Parmers from the
watch st

§



Executive
Conymites Report
ard Recommendations

On motion by Mr Lancaster and duly seconded. the Board unamimously passed
a motion to appomnt Treasurer Kopp, Major Krome and Mr Topping to the
private equity consultant REFP ad-hoe subcommuttee

Mr Lancaster adwvised that the System sold an office bullding in Rockwille
Ongmally purchased 11995 for S10 8 mulhion, the property sold for about 520
million It had produced an annusl meome of 10 4%, with a total retun of
15 9% per year

The Board accepted Mr Lancaster’s repont

H

Me Wilham Brown, Charman of the Execulive Comnuttee reported
on the meeting held Getober 7 2003

Mr Brown stated that Mr Richard Barone had petioned the Revrement
Agency for a heaning 1o remove muluary service creduts from his account in
order to participate n the State Police Deferred Retirement Option Program
for a full four vears There 18 no provision withwn pension law to pernut the
removal of service credits once granted or purchased, nor has the Retirement
Agency ever perritted a member to disclamm service  On motion of Mr
Brown and duly seconded, the Board adopted the motion to accept the
Executive Director’s recommendation that Mr Banlone's request for a
hearing be dented

On motien made by Mr Brown and duly seconded, the Board accepted the
motion to approve the followmg proposals for inclusion 1n the Board's
lepislative packet to be presented to the joint Commuttee on Penstons October
28, 2003

I Amend Sectiars 29-118(b) to remove reference to offsetling pension

when the disability 15 based on an oceupational disease

Amend Section 37-203(8)(3) to clanfy that members retinng with a

disabibity benefil are not subject 1o the S-year restretion (retroactive

1o June T, 2003}

3 Amend Section 26-401 1 to clanfy that a member must accrue 235
years of creditable service in order t be ehgble to participate n the
Deferred Retuement Option Program

4 Amend Section 21-315(¢} t allocate administrative expenses for cach
system hased on membership rather than assets held

5 Amend Section 21-116(c) to change the utle of the Investment
Operatons Manual T T mm——

6 Amend Sectiop 29-115 to _mandate the suspension of benefits and
clanfy that the smgpf:mmn 15 effective at the poant of re empwvmt“m

Froud

v e m———

Major Krome asked that the muinutes reflect he voted aganst amending
Section 26-401 | 1o alter eligibhiry 1o participate in DROP

v




Executive
Pheector's Repont

Expenience Study

Cortex

On motion by Mr Brown and duly seconded, the Board approved the motion
to exercise the final one-year extension of the curtent Millman USA actuartal
contract Dr Aler requested that he be recorded as vouing agamst the
mation

The Mimutes of the Executive Commuttee meetmg are show us BExiuby A

The Board accepted Mr Brown's report

Mr Thomas Lee notified the Board thet the new Chief Financial Officer

was starting as of October 22, 2003 The new Chuef Investment Cfficer, who
also 15 an Actuary, should start approvimately November 20, 2003 Mr Lee
indicated that both mdividuals would prove mvaluable in prepanng the RFP for
the next sctuanal contract

The Board aceepted Mr Lee's report

Mr Robert Dezube presented the results of the 2003 Acwarel Valuation of
the State Retrement and Pension Systemm He noted that sssets mereased
shightiy 1o $26 65 billion, with the System entersng the 2004 fiscal vear 93 3%
tfunded Membership has remaned flat sice 2001, tomlmg 190,000, reurces
increased to 91,000, and thewr number 1s growang  Overall, the State employer
contribution rate for fiscal 2005 15 797%  Mr Dezube wmdicated that 1f the
State had not agreed to utilize the corndor method for the Employees’ and
Teache:s' Systems, the conmmibution rate would be greater than 9%

On motion made by Treasurer Kopp and secanded by Mr Brown, the Board,
by a vote of 62, approved the employer rates certified by the Actuary for the
2005 fiscal year Mr Lancaster and Major Krome asked to be recorded as
Nay votes, with Magor Krome stating that the munutes reflect lus Nay vote is
based solely on the 0 00% rate for the State Police Reurement System Dr
Alen abstained from the vole

Mr Tom lamnucer reviewed the proposed charters and policies which Cortex
had developed  He indicated that the Board's challenge was to make the
Cortes, povernance document o lving document that Trustees would follow
and mamtun, smending n the future as needed It provides a formalized
approach to education, plannmg, risk management, leadership evaluation, and
Bonid evaluation  There are guidelnes for the Board and policies for the
Retrement Agency to follow

Treasurer Kopp indicated that the Board s mntent had been to review the
Cortex report at the September refreat and vote on its provistons  Sinee the
retreat was postponed, the report 1s bemng held for an in-depth review before
the end of this calendar year She noted that the report made 1t clear that the



Nitsa Hauston-Proctor 7

Enima Straybom b
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Board of Trustees 1s the policy making suthonty and that the Executive
Director ts the voice of the Retirement Agency to and for the Board

Chairman Schaefer suggested that the Treasurer serve as the Board's gude on
governance 1ssues to ensure that the policies m the Cortex report are adhered
1o followang therr adopuion by the Board

APPEALS

The Board considered the recommendation of Admunsirative Law Judge James
W Power i connection with the claim of Ms Nilsa Harston-Proctor, for
accidental disabibity benefits  The Adnumistranve Law Judge’s report, a report
by the Medical Board, and all related documents submitied by the parties were
presented

Mr Chfford Sorbin, attorney for Ms Hairston-Proctor appeared before the
Board and opposed the Agency's posiion and the Adnumistrative Law
Judge's recommendations Ms il Lewer, atiorney for the Agency, addressed
the Board and argued that the Board should adopt the Admmistrative Law
Judge's recommendations  Following discussion, the Board deferred further
copsideration w Executve Session

The Roard considered the recommendation of Admpmswative Law Judge
Noreen A Lynch mn connection with the clam of Ms Emma Strayhorn, for
aceidental disabibity benefits  The Admmistrauve Law Judge's report, a report
by the Medica) Board, and all related documents submutted by the pariies were
presented

Ms Stravhor appeared before the Board and opposed the Agency’s posibon
and the Admumistrative Law Judge's recomumendations Ms Carla Katzenberg,
attormey for the Agency, addressed the Board and argued that the Board should
adopt the Admunustrative Law Judge's recommendations  Followang discussion,
the Bourd deferred further consideration to Executive Scssion

The Board considered the recommendation of Admmsstrative Law Judge Alan
B Jacobson n connection wath the clam of Ms Sharon Wilt, for accidental
disabihity benefits  The Admmstrauve Law Judge's report, a report by the
Medical Board, and all related documents submutted by the parties were
presented

Ms Wilt appeared before the Board and opposed the Agency's position and
“the Admumstrative Law Judge's recommendations Ms Carla ‘Katzenberg;
attorney for the Agency, addressed the Board and argued that the Board
should adopt the Admimstrauve Law Judge's recommendations  Following
discussion, the Board deferred further consideration to Execunive Session
Yvonne Taylor



Medical Board

Supplermental
Medwal Board

Yvonne Taylor 10 The Board considersd the recommendanon of the Medical Board i

connection with the claim of Yvonne Taylor for disabibity benefits  The
Medical Board report included a report by Admimstrative Law Judge Guy ]
Avery and related medical documentation

Ms Taylor did not appear before the Board, nor was she represented by
gounsel

1i On motion made and duly seconded, the Board accepted and the reports of the
Medical Board in connection with applicatons of members for ordinary,
aceidental and special disability retrement allowanees The Medical Board's
conclusions were reached afler is review of the evidence provided by the
clatmants  Treasurer Kopp suggested to the Secretary for the Board, that
consideration should be made to condense the Medical Board Reports for future
meelings

[
o

On motion made and duly seconded, the Board unanmously voted to accept
the supplemental reports of the Medical Board 1n connection with apphications
of members for ordirary, accidental and special disabibity retirement
allowances The Medical Board's conclusions were reached after its review of
the evidence provided by the clavmants The Supplemental Report of the
Medical Board 1s shown as Exlubt B

On motion made and duly seconded, the Hoard voled unammously to meet i Execulive
Session, w consder the followmng matters deliberations regarding the disabaliy appeals  State
Gove Article, Section [8-303(a) 130} authonzes the Board to meet in closed session o
exercise @ quasi-judicial funchon

EXECUTIVE SESSION

The Board met in Executive Session at 12 15pm in the Boardroom of the SunTrust Buslding at
120 East Baltimore Street o consider the appeals of Nilsa Harston-Proctor, Emma Strayhorn,
Sharon Wilt and Yvonne Taylor AN of the persans present at the beginming of the meeting
were present m Executive Session except James C DiPaula, Arthur Caple, Robert Fenstem,
Il Leiner, Carla Katzenberg, Victonia Willard, Arthwr Broadwick, Jeannie Abramsan, Harvey™
Ratzyk, Gary Scribrer, Chifford Sorbin, Emma Strayhorn, Sharon Wilt, Dean Kenderdine,
Robert Dezube, Tom lanuces, Michae! Dresser, Knsten Beckerman and Howard Plemes  The
Board adjourned its Executive Session at 12 33pm and returned to regular session fo complete
the agenda



BEGULAR SESSION

Cn motton made and duly seconded, the Board voted to ratify actions taken 1 Executive

Session

Nulsa Hawrston-Proctor

Eroma Strayhorn

Sharon Wilt

Ywvonne Taylor

The Board considered the appeal of Nise Hawston-Proctor  Following a
discussion, on monon made by Mr Brown and duly seconded, the Board
vated to adopt the Admimistraive Law Judge's Proposed Decision and deny
Ms Harston-Proctor’s request for accidental disability benefits Dr Alemn
registered a Nay vote

]

The Board considered the appeal of Emma Strayhorn  Following a
drscussion, a mohan made by Mr Brown and seconded by Mr Krome, to
reject the Admimstrative Law Judge™s Proposed Decwsion, finded by 3 vote of
2-5  On motwon made Ir Grasmuck and seconded by Mr Hamshon, the
Board voted 1o adopt the Admimstrative Law Judge's Proposed Decision and
deny Ms Strayhom’s request for acerdental dhsabulity benefits

The Board considered the appeal of Sharop Wil Followmg a discussion, on
motion made by Mr Lancaster and seconded by Dr Grasmuck, the Board
voted to adopt the Admimstrative Law Judge's Proposed Decision and deny
Ms Wilt's request for acardental disabibity benefits

The Board considered the appeal of Yvonne Taylor Followmg a discussion,
onn motion made by Mr Lancaster and seconded by Mr Brown, the Board
voted fo defer for consideration the Admmstrative Law Judge's Proposed
Diecision and extend another opportumity for Ms Taylor lo appear to present
oral argument for special disabiiity benefits Mr Hanulton registered a Nay
vate

There bemg no further business before the Board, the meeting adjourmed at T (0pm

Respectlully submatied,

. ‘_j/’_./;% /é ; S

o Thomas K Lee S—

[

TK L/mch

Secretary to the Board
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