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

MINUTES OF MEETING
February 15, 2005

The Board of Trustees for the State Retirernent and Pension System of Maryland
met in the Boardroom of the SunTrust Bulding, 120 East Baltimore Street, Balbmore,
Maryland, beginning at 900 am  There were present Wilham Donald Schaefer,
Chairman, Nancy K Kopp, Vice-Char, James C DiPaula Jr, David B Hamulton, Morns
L Krome, Wiham D Brown, Carl [0 Lancaster, Dr Melissa Moye, Patnick O'Shea, F
Patnck Hughes, John W Douglass, James Harkins, Sheila Hill, Trustees, and, Thomas
K Lee, Secretary Agency Staff members also attending were Margaret A Bury,
Administrator, Deborah Bacharach, Robert Fensten, and Jill Leiner, Assistant Atforneys
General, Steve Huber, Chief investment Officer, and Victona Willard, Investments,
Howard Pleines, Director Legislation and Research, Thomas Gighott, Chiel Internal
Auditor, Joseph Coale, Public Informaton Officer, and Momca Bas, Executive
Assaoale

Also aftending were Dean Kenderdine, Comptroller's Office, Thomas E Path,
Harford County Government, Amy Maloney, MSTA, Robert Palumbi, MRTA, Bill
Anderson, MCEA, Patncia Street, and Dennis Gottesman, Esquire

Prior to addressing the agenda, Comptroller Schaefer requested Mr Joseph
Coale to note the recent media reports on the System’s progress with its investment
program  Mr Coale noted that a press release was issued to note the Syster’s overall
improvement under TUCS

Major Krome requested that the minutes reflect the passing of Col Thomas S
Smith, retired  As a Supenntendent of the Maryland State Police, and a pnior member of
the Board of Trustees, the Board expressed its thanks for his outstanding service to the
State, and expressed #ts condolences to Col Smuth's family  The Board also extended
1ts sympathies to Ms Margaret Bury and her family on the passing of her father

hinutes 1 On motion made by Mr Brown, seconded by Treasurer
Kopp, the Board approved the minutes of the January 18,
2005 regular meeting

Investment 2 Mr Carl Lancaster, Chairman of the Investment

Commuttee Committee, reported on the meeting held February 11,

Recommendations and 2005 Mr Lancaster noted that the Investment Committes -

information llems received a handout that detaded the process, cntena and

’ timeline to be used “for the upcoming manager and

consultant searches

Mr Lancaster also noted that the Investment Committes
had received a memorandum from Counsel that Preston
Gates & Elhs LLP, Ornck, Hernington & Sutchffe LLP, and
Saul Ewing LLP are the three firms selected by the



Adrministrative
Committes
Recommaendations and
Information tems

Attorney General's Office to act as Special Investments
Counsel for the Retirement System

On moton made by Mr Lancaster, seconded by Mr
Hamlton, and vwith recormmendation 10 approve trom both
the Corporate Governance Subcommittee and investment
stafl, the Board adopted the proposed Proxy Volting Policy
as subrmitted

On motion made by Mr Lancaster, seconded by Treasurer
Kopp, The Board agreed to adwvise ING that it may not
change the mvestment options in 11s jund hine-up for the
Optional Retirement Program

On motion made by Mr Lancaster, seconded by Mr
('Shea, the Board approved the 2005 meeling schedule
for the Investment Committee as follows  Janvary 14,
February 11, March 11, Apnl 8, May 13, June — no
meeting, July 8, August 12, September 9, October 14,
November 10, and December 9

The Board accepted Mr Lancaster's report

Mr Willam D Brown, Charman of the Administrative
Committee, reported on the meeting held February 1,
2005

On motion made by Mr Brown, and seconded by Mr
Hughes, the Board adopted a new reguiation to clanty that
only & member may claim credit for military service, and
that the Retirement Agency 1s not 1o accept a miltary claim
form untd members have attained 10 years of creditable
service

On motion made by Mr Brown, seconded by Major Krome,
the Board agreed to support SB40 and SB59, and take no
posttion on HB10, HB47, HB109, HB184, SB1, and SB21
Mr Brown noted that Mr Pleines would be making a report
an 2005 legistation later in the meeting

On motion made by Mr Brown, and duly secontded, the
Board accepted the proposed meeting dates for the Board
meetings, the Administrative Committee meetings and the
Investment Commuttee meetings (see aftached) Also, Mr ~
Brown noted that the Administratve Committee accepted
the Statement of Deliverables from the Retirement Agency
for 2005
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Exscutive 5

Director's Report

Mr Brown concluded his report by noting that with the
assistance of Ms  Andrea Fulton, the performance
evaluation for the Executive Director would be held n
closed session, Exbubit A

The Board accepted Mr Brown’s report

Mr Dawid Hamuton, Chatrman of the Audit Committes,
reported on the meeting held January 18, 2005

Mr Hamuiton noted that the Office of Legislative Audits has
established a hotline tfor reporting fraud  Complaints are
referred to the fraud umits withun the affected agencies or
investigated by the Office of Legislative Audits

Mr Hamalton noted that the firm of Abrams, Foster, Nole &
Wiharns, P A, had been selectsd to conduct the financial
statement audits The Office of Legslative Audits will
continue to conduct compliance audits of the Retrernent

Agency

Mr Hamilton advised the Board that the recent audit report
for Prince George's County Public Schogls indicated a
number of systemic problems related to a new computer
systermn The school system has been working
cooparatively with the Retrement Agency {0 resclve all of
the wentified reporting problems

The Board accepted Mr Hamilton's report

Mr Lee ndicated to the Board that the Agency's budget
hearngs were held in both the House and Senate  While
legislative staff recommended reductons to contractual
employment, Mr Lee noted that legislators had provided
positive feedback on the Agency's workload issues

Mr Lee indicated that the Agency 18 mstalling a new
telephone system in the boardroom  This will make 1t eazier
for Trustees who are unable to appear in person at specfic
meetings, to paricipate by telephone

Mr Lee also noted that the Agency had recewved budget
approval to obtain a court reporter o transcribe Board”
minutes, making the overall minutes more accurate -and
complete

The Board accepted Mr Lee's report
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Mr Wiltam Brown wmidicated that the Board had taken fnal
action on the tme management recommendations and,
therefore, with no additonal recommendations, no further
achons are required by the Board on this topic

It 15 noted that the Board approved the dates for the monthly
Board of Trustee meetings as part of the Administrative
Committee Report Exhioit B

Mr Howard Pleines reported on the large number of
pension hils that have been mitroduced m the 2008
Maryland General Assembly He indicated that a total of 53
bills have been tiled in the House and Senate (including 11
cross filed bills) There are several bills infroduced to
provide  beneft  enhancements to members of the
emplovess, teachers and correctional officers syslems
Most wall not pass because of the cost for these proposed
enhancements One proposal from Senator Kasemeyer
{SB468) which increases the bensfit multipher to 1 75% of
salary for employees and teachers may be gwen strong
consideration

Mr Plemnes noted that the Board requested legislation has
been introduced, and he anticpated that there would be little
discussion 1 enacting these ills

Several other bills of interest were brought to the Trustees’
attention SB305 would have, in padt, established & task
force to study creating a defined contnbution plan as the
primary pension benefit for the State  Senator Kasemeyer
withdrew this portion of SB305 pnor to the public heanng It
now relates only to studying the funding of retiree health
care costs

HBB86 would permit retred members to alter therr type of
retiremnent after the effective refirement date (proposed
change from ordinary disabdity to service rebrement) This
would be a bad precedent allowing retirees to alter thewr
retiremerd after therr elections were made and benefits pad

Mr Pleines also noted that SB595/HB1335 would aliow a
former withdrawn member 10 receive a specia! disabilty
benefit by redepositing mones withdrawn from the State
Police Retrement Systern many yedrs ago  This legislation
1S simdar o previous attermpts to provide a former State
Trooper, Mr Mark Fogg, with disability benefits, and it also
should be opposed

The Board dwected Mr Plemes to oppose HBS8ES,
SB595/HB1335, and f introduced, legisiation to provide any
benefts toMr Fogg

4
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Mr Piemnes spoke on one additional bill for the Board's
consideration  HBG619 stales that “an external nvestment
manager selected by the Board of Trustees may not invest
any funds allocated to the manager in any stock, securty, or
other cbligation of any company that does business with or
in the Republic of Sudan™ The Board's long standing
practice has been fo oppose any legislation that mandates
mvestment decisions, thus impactng on o5 hduciary
responsbiiies  The Board confirmad that & will oppose
HB&19 and directed Mr Lee to submut wntten testmony
stating the Board's reasons for opposing this legisiation

The Board thanked Mr Plewnes for hus report

On motion made by Mr Brown, seconded by Major Krome,
the Board accepted the reports of the Medhcal Board in
connection with apphcations of members for ordinary,
accidental and special disability retrement allowances The
Medical Board's conclusions were reached after its review
of the evidence provided by the claimants

On motian made ang duly seconded the Board accepted
the supplemental reports of the Medical Board in
connection with application of members for ordinary,
accidantal and special disabibty retrement allowances,
except for the report for Mr Ruicky A Eillerman At the
request of staff, approval of Mr Eiderman's disability
request was held The Medical Board's conclusions were
reached after us review of the evidence provided by the
claimants Extutnt C

The Board considered the recommendation of the
Admirustrative Law Judge m connection with the claim of
Ms Patncia Strest for acoidental disability benefts  The
Administrative Law Judge's report, a repart by the Medical
Board, and all related documents submitted by the parbes
were presented

Ms Street, and her legal counsel, Mr Denrus Gottesman,
appearad before the Board and opposed the Agency's
postion  and the  Admwustratve  Law  Judge's
recommendations  Ms Jilt Leiner, attarney for the Agency,
addressed the Board and argued that the Board should
adopt the Adminustrative Law Judge's recommendations
Following discussion, the Board defarred further
consideration to Executive Session



On motion made and duly seconded, the Board voted unammously to mest in Executive
Session to discuss the performance evaluation for the Executive Director, 1o obtain legal
advice, to consult on pending Iiigation, and to consider a disabulity appeal  State Gowt
Article, Section 10-503(a)(1}{m) authanzes the Board to meet in closed session to exercise
a quas-udicial functon  Section 10-508(a)(7) authonizes the Board to meet in closed
session to consult with counsel to obtain legal advice  Sechion 10-508(a}(B) authonzes the
Board to meet in closed session to consult about pending or potential itgation  Sechion
10-508{a) 1) authonzes the Board to meet m closed session to discuss personnel matters,
including perforrmance evaluatons

EXECUTIVE SESSION

The Board met i Execulive Session at 1020 am 1 the Boardroom of the
SunTrust Building at 120 East Balimore Street to consider the Executive Director’s
performance evaluation, to oblain legal advice and consult on pending Iitgation, and to
consider a disabibty appeal There were present William Donald Schaefer, Chairman,
Mancy K Kopp, Vice-Charr, James C DiPaula Jr, David B Hamilton, Moms L Krome,
Wiliam D Brown, Carl D Lancaster, Dr Melissa Moye, Patnick O'Shea, F Patnck
Hughes, John W Douglass, Sheda Hill, Trustees, and, Thomas K Lee, Secretary
Agency stafl also attending were Margaret A Bury, Deborah Bacharach, Howard
Fleines, Thomas Gighotty, Joseph Coale, Jeanme Abramson, Andrea Fulton, and Monica
Bias

The Board endad its closed session at 1042 am and returned to regular session o
complete the agenda

REGULAR SESSION

On motion made and duly seconded, the Board voted 1o ratily actions taken in Executive
Session

Minutes On motion made and duly seconded, the Board approved
the minutes of the January 18, 2005 closed session
meeting

Patricia Street The Board conswdered the appeal of Patnicia Street

Following a discussion, a motion made by Mr Hamilton,
and duly seconded, the Board voted to accept the
Adminustrative Law Judge's Proposed Deoision and deny
Ms Street's request for disabihty benefits  Treasurer Kopp
and Mr Douglass were recorded as voting agamnst the
maotion o

Robyn A Grolnic Mr Lee noted that staff's request to remand the disatulity
case of Robyn A Grolnic "back to the Office of
Adrmiristrative Hearings be withdrawn



There being no further business before the Board, the meeting adiourned at 10 55 a m

Respectiully submitted,

?ZZ ftee

mas K Lee
Secretary to the Board
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EXHIBIT

ADMINISTRATIVE COMMITTEE
OF THE
BOARD OF TRUSTEES
STATE RETIREMENT AND PENSION SYSTEM OF MARYLAND

MINUTES OF THE FEBRUARY 1, 2005 MEETING

The Administrative Committee met on Tuesday, February 1, 2005, beginning at
930 am n the conference room of the Anne Arundel County Library, 5 Harry
Trurman Parkway, Annapolis Maryland '

Wilkamm D Brown, Chairman, Morns L Krome, Vice-Chairman, David B
Hamilton, Howard Freedlander, representing Treasurer Kopp, John Douglass,
James Harkins, and Shirlley Hill were present Also attending were Thomas K
Lee, Executive Director, Margaret Bury, Deborah Bacharach, Will Morrow, Margo
Wheet, Jeannie Abramson, Thomas £ Patt, Harford County Government,
Sherlynn Matesky, and Howard Pleines

The Administrative Committee discussed the following matters

On moton made and duly seconded, the Adminstratve Commultee voted
unammmously to conduct the Executive Director's performance evaluation, discuss
possible Itigation and the Agency's budget in Executive Session  State
Government Article, 10-508(a)(1) authonzes the Board to meet in closed session
to discuss personnel issues, §10-508(a)(7) authorizes the Board to meet in closed
session 1o consult with counsel to obtain legat advice, §10-508(a)(8) authonzes the
Board to meet in closed session to consult with staff, consultants, or other
individuals about pending or potential htigation, and § 10-502(a)( 1)1} authorizes
the Board to meet in closed session to discuss the Agency's budget and
implementation of budget proposals

EXECUTIVE SESSION

The Board met in Executive Session at 9 25 a m in the conference room of the

Anne Arundel Public Library, 5 Harry § Truman Parkway, Annapolis, Maryland

to consider a personnel ssue, potential litgation and budget issues Those
persons present in Executive Session for discussion of the Executive Director's
performance evaluation were Wiliam O Brown, Morms L Krome, Davd B
Hamilton, Howard Freedlander, representing Treasurer Kopp, John Douglass,
James Harkins, Shirley Hill, Thomas K Lee, and Andrea Fulton, Department of
Budget and Management For the other discussions Margarel Bury, Deborah
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Bacharach, Will Morrow, Margo Wheet, Jeanme Abramson, Thomas E Patt,
Sherlynn Matesky, and Howard Pleines were also present

The Board ended its closed session at 1044 am and returned to regular
sesston to complete the agenda

REGULAR SESSION

A Minutes of the Administrative Committee held December 7, 2004

On motion made by Major Krome, and duly seconded, the minutes of the
December 7, 2004 Administrative Committee were approved

B.  Administrative Expenses

Administrative expenses and Investment Manager Fees through December 31,
2004 were accepted

C. Agency 2006 Budget
Dhiscussion of budget and implementation issues
D. Military Service Credit Regulation

Ms Sherlynn Matesky indicated that staff 1s proposing a new regulation to clanfy
that only a member may claim credit for military service (not former members ot
retrees) and that the Agency 1s not to accept a claym for military service crednt
until the member attains 10 years of creditable service

Action Item: On mchon made by Major Krome, and duly seconded, the
Administrative  Commuttee recommends that the Board approve the new
regulation to clanfy procedures for claiming military service credit

E. Legislation — Overview of Bill Review Process

Mr Howard Pleines advised the Administrative Committee that unless otherwise
directed, staff intended to follow procedures that have been in place for several
years to inform Trustees of legislative proposals impacting on the System and
the Retirement Agency All pension bills will be distnibuted electronically when

received Trustees will receive a document titled "Quick Glance™ to give an up- -

to-date look at where each bill stands Weekly, a status report, which will contain
more detail on each pension bill, wil be sent to each Trustee

Mr Pleines noted that these documents wil inform the Board of a bill's progress
through both the House and Senate Staff will seek the Board's guidance in
taking a position for each proposal

F. 2005 Legislation —~ Status Report

’



EXHBIT A

Mr Howard Pleines advised the Commuttee that through Monday afternoon, few
pension bills had been introduced The bils, the majorty of which were
discussed at the January Board meeting, deal with Deferred Retrement Option
Programs (HB47, SB1, and 8B21), reemployment (HB10 and SB40),
procurement (HB109), health insurance (HB184), and review of teacher benefits
(8B5Y9) The Agency asked for confirmation of positions for each

Mr Pleines noted several bills that are anticipated, but have not been introduced
to date Senator Lawlah intends to reintroduce a bill for Mark Fogg. a withdrawn
former member of the State Police Retrement System (SPRS) Her proposal
weould reinstate Mr Fogg into the SPRS to receve a deferred retirement
Senator Colburn also 1s submitting a proposal to permit a withdrawn former
SPRS member to recewve a special disability retrement  Finally, Mr Pleines
noted that there could be a proposal to establish a special benefit similar to the
leqislative plan for the desk officers of the Senate and the House (6 members)

Ms Hill noted that she was aware of several proposals One would establish a
DROP for Correctional Officers Two proposals from prior years are to be
rentroduced, (1) extending membership in the Correctional Officers’ System fo
dietary, maintenance, and warehouse correctional officers, and (2) extending
membership in the Law Enforcement Officers' Pension System to parole and
probation officers

Action ltem: On motion made by Major Krome, and duly seconded, the
Administrative Committee recommends the following

e Support -~ SB40 and SB59

s No Position - HB10, HB47, HB109, HB184, SB1, and SB21

G. 2004 Evaluation — Executive Director

The performance evaluation for the Executive Director was held in closed
Ses5510N

H.  Proposed Board of Trustees 2005 Meeting Dates

Mr Brown noted that the proposed meeting dates for the Board and its primary
committees were discussed by the Committee Except as otherwise noted
Board meetings are to remain on the 3" Tuesday of each month, Administrative
Committee meeting continue on the 1% Tuesday with Investment Committee
meeting on the 2™ Friday

Action ltem: The Admunistratve Committee recommends to the Board of
Trustees that 1t adopt the proposed meeting dates for the Board, the
Administrative Commuttee and the Investment Committee  Also, the Commitiee
accepted the Statement of Deliverables for 2005
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Adjournment
There being no further business, Mr Brown adjourned the meeting at 1122 am

m} f? '
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J Howard Pleines
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