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

MINUTES OF MEETING

February 17, 2004

The Beard of Trustees for the State Retwement and Pension System of Maryland met in the
Boardroom of the SunTrust Burddmg, 120 East Balomore Sweet, Balumore, Maryland,
begmning at 9 04 am  There were present William Donald Schaefer, Chairman, Nancy K
Kopp, Vice-Chair, Dr Nancy S Grastmck, Anthur Caple, Witham D Brown, Carl D
Lancaster, Dr Mehssa Moye, Patrick O'Shea, Moms L Krome, David B Harulton, Trustees,
and, Thomas K Lee. Secretary  Agency Staff members also auending were Margaret Bury,
Reurement Admimistrator, Deborsh Bacharach, Robert Fewnstemn, Rachel Cohen, Carls
Katzenherg, and Il Lemer, Assistamt Attorneys General, Sherlynn Matesky and Howard
Plemes, Lemslation and Research, Thomas Gighotti, Chief Internal Avditor, Arthur
Broadwick, Finance, Joseph Coale, Public Informanon Officer, Gary Scribner, Chief
Information Officer and Momca Buas, Executive Associate

Also attending were Dean Kenderdine, Comptroller’s Office, Andrea Fulton, Department of
Budget & Management, Suzanne Fox and Robert Hahn State Ethics Commussion, Mr Robent
Palumbi, Maryland Retred Teachers® Assocation, Albert Carrozza, Esquire, Sarah Taylor-
Rogers and Anthony Garshi. Esquire, Bernadette Morgan and Morns Lasover, Esquire, and
Paul W Kelley and Jeffrey Schuliz, Bsquire

Minutes l On a motion by Mr Brown, duly seconded, the Board approved the munutes
of the meeting beld January 20 2004

Investment 2 Mr Arthur Caple, Chairman of the Investment Committee, reported an the

Commuttee Report meeting held February 13, 2004

and Recommendations

On motion made by Mr Caple, and duly seconded, the Board adopted the
Real Estate Registry, removing the Crown Pownt Property, which was sold to
another dder

Mr Caple noted that Mr Huber had updated the Investment Commutiee on the
re-organizatton of mvestment staff  More resources are being dedicated 1o
quantitative analysis, mcluding asset allocation, nisk management and
performance attribution  John Geenberg 1s headsng up the quantitative team,
Vickr Willard heads a team dealing with corporate governance and proxy
voting, and, Bob Burd will head up the altemative assets tcam

Mr Caple also indicated that Mr Huber adwised the Commuttee that the latest
TUCS study showed significant improvement to the 44 percentile for 2003
and the 407" percentle for the 47 quarter



Admunsstrative
Commttes Report
and Becommendations
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Mr Caple stated that investment staff and EnmisKnupp are to work on a
procedure for rebalancing asset allocation with triggers on when it should be
reviewed

On a monon by Mr Caple. seconded by Dr Grasmuck, the Board adopted
staffs recommendation that T Rowe Price’s use of Exchange Traded Funds
be Jimated to 10% of the portfoho

On motion made by Mr Caple and seconded by Treasurer Kopp, the Board
adopted a motion o add Frankhin Templeton to the walch hst m hght of
aflegabion nvolving excessive trading

On motion made by Mr Caple and seconded by Mr O'Shea, the Board
adopted a motton to retan Segal at a reasonable cost to perform a review of
the Optional Reurement Program, including a recommendation as to the
number of providers that should be meluded m the ORP

On mouon made by Mr Caple, and duly seconded, the Board adopted a
motion to approval Ariel's request 1o alter ts business structure from a
corporation to a houted habnlty corporation

The Board accepted Mr Caple’s repont

Mr William Brown, Charrman of the Admnstrative Commtiee, veported on
the meeting held December 16, 2003

On motion made by Mr Brown, and duly seconded, the Board adopted a
motion to uphold the Executive Director's recommendation (o deny Ms
Edwina Henderson's request for an appeal of the Reurement Agency’s denal
Lo transfer service and benefits from the Employees” Pension System 1o the
Correctional Officers’ Retirement System The law requires that such
transfers may only oceur within the first year of membership in the new
systern Ms Henderson's request was filed 1oo Tate

The Charman agreed to pernut Mr Paul Kelley and s auomey, Mr Jeffrey
Schultz, to restate the reasons for seeking a recalculation of Mr Kelley's
special disabihity allowance Mr Kelley's claim was based on his belref that
the annutty portion of his benefit should be calculated from the mital
retement date, and not reflect payments made under the Deferred Retrement
Option Program  Following this brief presentation, and on mouon made by
Mr Brown, and duly seconded, the Board adopied the motion 1o uphold the
Executive Director's demal of Mr Paul Kelley's request that his specal
disability retirement allowance be recaleulated to ignore payments made while
parucipaung in the State Pohce Deferred Reurement Opuion Program  Mr
Brown noted that 1115 bath a logical and {iscally responsible decision to reflect
annuity payments made under DROP in the calcylation of the special
disabuhty allowance granted duning DROP participation
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Executive
Director's Report

{Informaton)
Legislative Repont

On motion made by Mr Brown, and duly seconded, the Board adopted a
motton to uphold the Executive Director's demal of Mr Jakhe Mohoravic's
request to purchase 4 months for teactung mght school at Balumore City
Commumty College Mr Mohoravic aiready has accrued service credus for
this period of time as a State employee and 15 prohubited by pension law from
purchasmyg duphcate credus

Mr Brown noted that Mr Hamlton had reported on the importance of
auchiing participating governmental umits and the growing need to audy
several large employers that have not been audued for several years, as
quickly as possible  He mdicated that audit staff 15 developimg a matrix to
schedule these suduts, which may be performed by an outside contractor under
a State contract that 15 being finahized at this ume

The Board accepted Mr Brown's report

Mr Thomas Lee advised the Board that the Agency's budget hearing were held.
and that the Agency s working 10 retam posttions that Legslative Services
recommended to ebmmate  These positions, for the most pan, have been filled

The Board accepted Mr Lee’s report

Mr Pleines’ reported on pension legislation pending before the 2004 Maryland
General Asserobly  He noufied the Board that five Board requested proposals
recently were introduced  These bills refate to clanfying existng practice that
warkers' compensation not disability benefits are offset when benefits relate to
occupational diseases, ehimunating restnctions on benefits paid on transfernng
service credus when members seek disabulity benefits, clanfying service used 1o
quabify for elygbility 1 a deferred retrement option program, aliering the
allocatron of cosis for admmustrative expenses and code simphfication

While most lepislation receved a “no posiion”, the Board duected staff to
oppose the followmg balls
¢  HBI8S - Comectional Officers” Retrement System — Membership ~
Division of Parole and Probation because of the adverse impact on the
Board’s efforts to simphify pension law  This proposal would create o
new ter of benefits wihim the Correctional Officers” Retrzment
System for parole and probation officers
e HB476/SBI4S — Employees’ Retrement System and Employees’
Pension Systern — (Comeback Early Out) Deferred Reurement Opuion
Program because of the potennial for jeopardizing the System’s tax
qualification status
¢ HB643 - State Retrrement and Pension System — Disabihity Retrement
Appeals — Procedures  because 1t would impact on the Board's
fiduciary responsibilties by elumnating the abihity of the Board to hear
disability appeals  The Comptroller noted that be intended to tesufy
agamnst the proposal
s SB214 - Maryland Technology Investment Program  because ot
mandates specific mvestments by the Board, which would total 5100
mullson
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s HB643 - State Retirerient and Pension System ~ Disability Retrement
Appeals — Procedures because 1t would mmpact on the Board's
fiducrary responsibiliies by ehmnating the ability of the Board to hear
disablity appeals  The Comptrolier noted that he mtended to tesufy
against the proposal

e SB214 - Maryland Technology Investment Program  because it
mandates specitic mvestments by the Board, which would tolal $100
mullion

¢ SB753 — Swwe Police Retrement System — Disability Retirements
because 1t wounld provide disabihty benefits w0 a withdrawn former
member without the determunation of a medical disabibity by the
Medreal Board and the Board of Trustees

;
Ms Suzanne Fos and Mr Robert Mahn preserted snformation to the Board
related to the financral disclosures that al! Board members are required to make
and file with the Stase Ethics Comnussion Mr Hahn discussed specific aspects
of the disclosure stalement  In addiion, Ms Fox addressed specific questions
concerning Trustees recusmg themselves from discussions, wterachions with
mvestment managers and other vendors, and travel expenses

H
The Board considered the recommendation of the Admimistestive Law Judge n
connection with the clanm of Mr Lows Labat for sccidental disabality benefits
The Admumistrative Law Judge’s report, a report by the Medical Board, and all
related documents submutted by the parties were presented

Mr Labat did not appear. but Mr Albert Carrozza attorney for [ ows Labat
presemied argument on hus behalf Ms Carla Katzenberg, attormey for the
Agency, addressed the Bomd and argued that the Board should adopt the
Admuusiratine Law Judge's recommendanons  Followmg discussion, the
Board deferred farther consideration to Executive Sesston

i
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The Board considered the recommendation of the Adminstrative Law Judge i
connection with the claim of Ms Sarazh Taylor-Rogers seeking speonal carly
retivemient benefits provided for appointed officals pursuant o “the [6-year
rule ™ The Admunstranve Law Judge's report and all related documents
subnutted by the parties were presented

Mr Anthony Gorsky, attorney for Ms Taylor-Rogers and Ms Tayvlor-Rogers
appeared before the Board and opposed the Agency’s positon end the
Admiustrative Law Judge's recommendauons Ms Rachel Cohen, attorney
for the Agency, addressed the Board and argued that the Board should adopt
the Admnistratve, Law Judge's recommendations  Following discusston, the
Board deferred further consideration to Executive Session  Chawman
Schaefer recused humself from the matter

¥
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The Board considered the tecommendation of the Adnuustrative Law Judge i
connection with the claim of Ms Bernadette £ Morgan for acedental disabibty
benefits  The Admumistrative Law Judge s report, a report by the Medial
Hoard, and all related documents submutted by the partics were presented

Mr Morns Lasover, attorney for Ms Morgan and Ms Bernadene Morgan
appeared hefore the Board and opposed the Agency's posiion and the
Adnumistrative Law Judge's recommendations Ms Jill Lemer, attorney for
the Agency, addressed the Board and argued that the Bomd should adopt the
Admmstrative Law Judge's recommendations  Following discussion, the
Board deferred further consideration to Executive Session

The Board considered the recommendanon of the Admuustrative Law Judge m
connection with the clamm of Mr Bran Droveberger for acerdental disabihty
benefits  The Admumsteative Law Judge's report, @ report by the Medical
Board, and all related documents submtted by the parnes were presented

Mr Droneberger nottied the Board that he would not appear Ms Jill Lemnet,
antorney for the Agency, addressed the Board and argued that the Board
shauld adopt the Admumstrative Law Judge's recommendations  Following
discussion, the Board deferred further consideration to Executive Session
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On motion made by Mr Brown, and duly seconded, the Board aceepled the
reports of the Medical Board i connection with applications of members for
ardinary, accidental and special disabiity retrement allowances The Medical
Board's conclusions. were reached after its review of the evidence provided by
the clamants

Om motion made by Mr Brown, and duly seconded, the Board unanmwusly
vored 1o accept the supplemental reports of the Medical Board o eonngction
with applicatons of members for ordmary, aceidental and special disabiliy
retirement allowances The Medical Board's conclusians were reached afier s
review of the evidence provided by the clumants The Supplemental Report
of the Medical Board 1s shown as Exhubit A
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On motron made and duly seconded, the Board voted unznumously 1o meet i Executive Session
Section JL308(a D0} permts the Board to meet m closed session 10 discuss the appontment,
employment, assignment, prometion, disciphne, demotion, compensation, removal, Tesignation, or
perfarmance evaluation ol appointecs, employees, or officials over whom it has junsdiction State Gowt
Article, Section 10-503{@) 1w authorrecs the Hoard to meet m closed session 1o exercise a quase

judicial function




EXECUTIVE SESSION

The Bomd met m Execulive Session at 11 40 a m 1 the Boardroom of the SunTrust Bukding at 120 East
Baltmore Street to consider {1} the performance review for the Executive director, and (2) the appeals of
Lous Labal, Sarsh Taylor-Rogers, Bemadette E Morgan, and Brain § Drongberger Dunng the performance
review, the following persons were in atiendance William Donald Schaefer, Charrman. Nancy K Kopp, Vice-
Chaun, Dr Nancy § Giasrick Arthur Caple, William D Brown. Carl D Lancaster, Dr Melissa Moye,
Patrick O'Shea, Morris L Krome, David B Hamilton, Trusiees, Andrea Fulton, Department of Budget &
Management, and Thomas K Lee, Executive Dhrector

All of the persans present at the begimning of the mwrmg, were present m Executive Session for discussion of
the appeals exeept Robert Femstein, Rachel © uhem Carla Katzenberg, Il Lewer, Arthur Broadwick,
Sherlynn Matesky, Gary Scribmer, Thoenas Gighotty, Dean Kenderdine, Suzanne Fox, Robert Hahn, Rabert

Palumbt, Albert Carrozza, Sarah Taylor-Rogers, Anthony Gorski, Bernadewe Morgan, Marns Lasover Paul
W Kelly and Jeffrey Schultiz The Board acﬁmumnd s closed sesston at 12 25 pm and returned o regular

session o complete the agenda

REGULAR SESSION
O moton made snd duly seconded, the Board voted to ratify actions taken i Executive Session

[ ows Labat The Board considered the appeal of Lows Labat  Followmg a discussion, a
motior: made by Major Krome, seconded by Mr Brown, the Board voted 10
adopt the Adnumstrative Law Judge's Proposed Decision and deny Mr
Labat's request for acoidental disabihty benefits

Sarah Tavior-Rogers The Board considered the appeal of Sarzh Taylor-Regers  Followng a
diseussion, 4 motion made by Major Krome, seconded by Mr Brown, the
Board voted 1o adopt the Admumstrative Law Judge & report and deny Ms
Taylor-Rogers request for the special 16-year reirement benefit The Board
did ot find that Ms Tayl vamgem was an appomted officiol durmg the tme
frame necessary toquahify for the | 6-year benefit

Bemadette Motgan Ihe Board considered the appeal of Bemadette Morgan  Following a
discussion, a motion made by Major Krome, seconded by Mr Brown, the
Board voted to adopt the Admumstrative Law Judge's Proposed Decision and
deny Ms Murgsn*s request for accidental disabnlity benefits

Brian Droneberge The Board u:;zmdw,red the appeal of Bran Droncberger  Following a
descussion, a motion made by Major Krome, seconded by Mr Brown, the
Board voled to adopt the Admumistrative Law Judge's Proposed Decision and
deny Mr Droneberger’s request for accdental disablty benefits

There being no further business before the Board, the meeting adjourned at 12 35pm -

Respectfully submatied,

T e

Chomas K Lee
Secretary to the Board
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