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

MINUTES OF MEETING
June 20, 2000

The Board of Trustees for the State Retwement and Penmion System of
Maryland met m the Boardroom of the Crestar Bulding, 120 East Baltumore
Street, Balumore, Maryland, at 900 am  There were present Richard N
Duson, Chawman, William Donald Schaefer, Vice-Charman, T EBlowe
Foster, Frank P Casula, Moms L Krome, Carl 1) Lancaster, Arthur N
Caple, Ir, Willam I Brown, Debra B Humphnies, Nancy 8§ Grasmuck
Dand B Muchell, Ah A Alews, G Bruce Hamson, and, via ielephone,
Nancy 5 Grasmck and George R Tydimngs, Trustees, and Peter Vaughn,
Secretary  Agency staff members also attending were Margaret A Bury,
Retirement Adwumstrator, Hamet B Granet, Dl Lewner, Robert Fanstem,
Carla Katzenberg, Blaine Hoffmann, Assistant Attomeys General, Carol
Boykm, Chel Inwtsimenﬁ Officer, Thomas Gighotti, Chief Internal Audutor,
Patriein Scott, Admmustator, Sherlynn Matesky, Admuewstrator, Rick
Harrison, Chief Finanetal Officer, and Francis Langston, Information Systems
Officer

Rony Werthamer, attorney for Robert Shinaberry, Mary Cathenine Nevins,
Forrest Mays, attorney for Jacquelme Kessler, and Ms Kessler were also
present

I On motion made by Mr Casula and seconded by Major Krome the Mimutes
of the regular meetings of the Board of Trustees for the State Retirement and
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Pension System of Macyland, held on May 16, 2000, were approved

2. On monon made by Mr Schaefer and seconded by Dr Alemy, the Board of
Trustees, m accordance with State Personnel and Pensions Article, Section
21-105(1&2), unarmmously re-elected the Officers of the Board of Trustees as

shown below, for the penad July 1, 2000 tdrough June 30, 2001

Charman Richard N Divon
Vice-Charman Wilham Donald Schaefer
Secretary Peter Vaughn



,:“. Executive Commutee 3

Investrnent
Commuttee

Robert Shinaberry

5
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On motion made by Dr Alenu and seconded by Major Krome, the Board of
Trustees, in accordance with the Resolyution adopted on November 9, 1952,
appointed the following members, Charman and Viee-Chaywrman of the
Executive Comemuttee for the pertod July 1, 2000 through June 30, 2001

William D Brown, Chainman
Moms L Krome, Vice-Chairman
Richard N Dhxon

Nancy 8 Grasmick

AllA Alem

David B Muchell

T Elosse Foster

On mation made by Major Krome and seconded by Mr Casula, the Board

of Trustees. in accordance with State Personnel and Pensions Arniele, Sechon
21-115 (a)(2)(b)&(d). appomted the following otticers and members of the
Investment Comimuttee for the period J uly I, 2000 through Jure 30, 2001

Board Members Anthur N Caple, Jr, Chairman
Carl D} Lancaster, Vice-Chairman
Frank P Casula
Richard N Dixon
Wilhiam Donaldf Scheefer
G Bruce Harmson
George R Tydings
T Elose Foster
Debra B Humphnes

Public Members Robert H Patzwall, Jr
Wayne H Shaner
Robert W Schaefer (subject to Board of Public
Works approval}

The Board considered the repart of Alan B Jacobson, sitting as
Admimistrative Law Judge for the Office of Adnumstrative Hearings, in
connection with the appeal of Robert Shinaberry  Mr Shinsberry appealed
the Medical Board's denial of aceidental disability benefits  The Medical
Board reasoned that they did not beheve that his drability was the natural and
proximate result of a work-related accident on August 7, 1993

The Admumstrative Law Judge, upon consideration of the record, and
followmng a hearmng, affirmed the Agency's deciston and concluded that Mr
Stunaberry's disability was not the “natural and proxmmate result” of a wark-
related accident that allegedly occurred on August 7, 1995 Therefore, s
application for accidental disability benefits should be deryed



Mary Catherine
Nevins

Jacquehine Kessler

Chnsuma Longley
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Mr Rony Werthamer, attormey for Mr Shinaberry, presented s arguments
opposing the Agency's posmion 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 Admmstrative Law
Judge's recommendations  The Board deferred further consideration to
CXECULIVE SCSSION

‘The Board considered the report of T Austin Murphy, sutting as
Adrmmstrative Law Judge for the Office of Admymstrative Heanngs, m
connection with the appeal of Mary Catherine Nevins  Ms Newins appealed
the Medical Board's demal of acoidental disability benefits  The Medical
Board reasoned that they dhd not believe that her disabulity was the natural
and proximate result of an acoident that occurred m the performance of duty

The Admiustrative Law Judge, upon consideration of the record, and
following a heanng, affirmed the Agency’s decision and concluded that Ms
Neving' disability was not the “natural and proximate result” of a work-
refated aceident  Therefore, her appheation for acordental disgbility benefits
should be demed

Ms Newins presented her arguments opposing the Agency’s position and the
Admmstrative Law Judge's recommendations Ms hill Lemer, attorney for
the Agency, addressed the Board and argucd that the Board should adopt the
Admumstrative Law Judge's recommendations  The Board deferred further
constderation 1o execulive session

The Board considered the report of Mary Shock, sitting as

Admmstrative Law Judge for the Office of Admumstrative Heanings, in
connechion with the appeal of Jacqueline Kessler Ms Kessler appealed the
Medical Board's denial of accrdental disabuity benefits  The Medwal Board
reasoned that they did not believe that her disabality was the natural and
proxumate result of an accident that alepedly occurred v the performance of
duty on March &, {995

The Admumstrative Law Judge, upon consideration of the record, and
following a heaning, affirmed the Ageney's decsion and concluded that Ms
Kessler's disability was not the “natural and proxsmate resul” of o work-
related acadent  Therefore, her application for accidental disability benefits

. should be depied - . ..

Mr Forrest Mays, attorney for Ms Kessler, presented his arguments opposing
the Agency's posiion and the Administrative Law Judge's recommendations
Ms Jill Lemer, attorney for the Agency, addressed the Board and argued that
the Board should adopt the Adrumstrative Law Judge's recomemendations
The Board deferred further consideration to executive session

The Board considered the report of Enn H Ledl, sutting as
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Administrative Law Judge for the Office of Adrmmstrative Hearings, n
connection with the appeal of Chnsuna Longley Ms Longley appealed the
Medical Board's denal of accidental disability benefits  The Medical Board
reasoned that they did pot believe that her disabahity was the natural and
proximate result of a work-related accident that occurred on December 21,
1995

The Admimstrative Law Judge, upon consideration of the record, and
followng a hearmng, affirmed the Agency's decision and concluded that Ms
Longley's disability was not the “natural and provimate result™ of a work-
related aceident  ‘Therefore, her apphication for accidental disabahity benefits
should be demed .
Ms Longley did not appear at (he Board meeting and asked that her case be
heard on the record Ms Carla Katzenberg, attomey for the Agency,
addressed the Board and argued that the Boord should adopt the
Administrative Law Judge's recommendations  The Board deferred further
consideration W0 execulive 5es500

On motion made and duly seconded, the Board unammously voted to meet m Executive
Sesston to constder the appeals of Robert Shmaberry, Mary Catherine Nevins, Jacquehne
Kessler and Christing Longley  State Government Article Secuon 10-502(1) authonizes the
Board 1 meet m closed session 1o exercise a quasiudinal funcion State Government
Article Sechon 10-308(a)(8) authornizes the Board to meet m closed session to consult with
statt, consuliants, or other mdividuals about pending or potential hiigation

EXECUTIVE SESSION

The Board met m Executive Session at 11 15 am i the Crestar Building to consider the
appeals of Robert Shinaberry, Mary Cathenine Nevins, Jacquehne Kessler and Chnstina
Longley. and 1o consult with staff about pending or potential Iingaton  All of the persons
present at the beginming of the meeung were present m Executive Session except the
following Rony Werthamer, Mary Cathenne Newins, Forrest Mays, and Jucqueline Kessler

The Board adjourned s Executive Session at 1} 20 a m and returned to regular session to
complete the agenda

*

REGULAR SESSION

Robert Shinsberry The Board considered the record of Robert Shunaberry  Following a discussion, on

Mary Catherme

motion made by Major Krome and seconded by Dr Alerm, the Board voted to adopt
the Admurnstrative Law Judge's Proposed Findings of Fact and Conclusions of Law
and dented Mr Shimaberry’s request for accidental disabibty retrement benefits
Colonel Muchell abstained from the vote
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The Board considered the record of Mary Cathenine Nevins  Following a discussion,
on motion made by Mayor Krome and seconded by Mr Casula, the Board voted
unanimously to adopt the Admuimstrative Law Judpe's Proposed Findings of Fact and
Conclusions of Law and demed Ms Nevins' request for accidental disabality
retrernent benefits

The Board considered the record of Jacquelme Kessler  Followang a discussion, on
motion made by Mr Casula and seconded by Mr Brown. the Board voted
unanimously to reject Admimstrative Law Judge's recommendation and grant Ms
Kessler's request for acoidental disability retirement benefus

The Board considered the record of Christing Longley  Following a discusston, on
motion made by Mr Brown and seconded by Mr Caple, the Board voted unamimously
0 adopt the Administrative Law Judge's Proposed Findings of Fact and Conclusions
of Law and densed Ms Longley's request for acaidental disability retirement benefits

9 Mr Vaughn reported on the financsal starus of the System and informed
the Board that the asset value of the fund was 531 9 billion as of May 31,
2000, and that the fiscal year return should meet or exceed 8%

Mr Vaughn mformed the Board that 1600 retrement applications had been
recerved so far for July and that a total of 2200 applications are expected
These figures are comparable to prior years

Mr Vaughn then reported that, while the Agency had recerved seversl rephes
from Congressional offices agreemg 1o contact the IRS on the Agency's
hehalf, the IRS has not yet ruled on the State Police DROP plan

Mr Vaughn then stated that the annual COLA moerease was 2 19% Al
retirees who have been retired for ane year will recerve the merease m July

Mr Vaughn then informed the Board that, on June 2, 2000, the Attomey
General had filed a motion to distmss the Mark Fogg lawsuit

”]ﬁr: Board reviewed and accepted the System's financial statements and
m%csxment performance compansons for the penod ending May 31, 2000 for
the State Reurement and Pension System of Maryland

Board accepted Mr Vaughn's report

H

10
Mr Walkam D2 Brown, Chamian of the Executive Commitice, reporied on

#
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the regular meeting held June 6, 2000 and a special meeting held June 14,
2000 (Exhbus A and B}

Mr Brown mformed the Board that the Agency owes an additional $40,000
to the Annapolis Data Center (ADC)  Thus 15 due to the addstional usage of
the ADC faciliies duning Fiscal Year 2000 because of legislative changes to
the System

Mr Brown then expluned the case of 8t Mary's College and thetr offer of a
$25.000 retsrement incentive to longer tenured. hugher pad faculty members,
whach may affect final salary  The Executive Compmuttee recommended that
(1} that the Board treat the porton of the 325,000 mncentive payment that
would refleet the mdividual increases as noted as eamable compensation and
average final salary, (2) the Board reject the remmming pertion of the
meentive payment as & one-time bonus not 1o be meluded i earnable
compensation or average final salary, and (3) the Board accept the
extraordinary salary mereases {portion over 20%) to be included 1n eamable
compensation and average final salary  On motion made by Mr Broem and
seconded by Dr Alems, the Board voted uwnamimously to adopt the
recommendation of the Executive Commuttee regarding St Mary's College as
stated

Mr Brown then reported on the Commuttee’s discussion regarding the
ransfer of service credit to and from the State Police Retirement System The
Commuttee asked Assistant Arorney General, Hamet Granet, to drafl a
legslative proposal to permut State Police members to transfer service credits
on a delayed basis by paywng an amount based on the employee contributions
held m the former system plus normal interest Ms Granet will repert back to
the Committee at thew July meeting

Mr Brown next mformed the Board that the Agency had recerved 2 requests
from Merchant Mannes for service credit for the period August 16, 1943
through Diecember 31, 1946, noting that the Agency currently prants credst for
World War I service for active duty on December 7, 1941 through August
15, 1945 “The Comumttee recommended that the Agency recognize and grant
service credit for the pernod August 16, 1945 through Decemnber 31, 1946 as
active muliary service  On motion made by Mr Brown and seconded by Dr
Alemu. the Board voted unarumously to grant service credit for active military
service from August 16, 1945 1o December 31, 1946 to retrees and members
of the System

Mr Brown then stated that the Board of License Commssioners for
Washington County had asked to yomn the Employees” Contnbutory System as

a partieipating munteipahity  He further stated that the actuanal data had been -

prepared and that the 8 current employees of the Board of Liwcense
Commussioners had approved parueipation  On motion made by Mr Brown
and seconded by Dr Alenn, the Board voled unammously to approve
participation of the Board of License Comnussioners for Washington County
wi the Employees’ Contmibutery System

Mr Brown then nformed the Board of a proposed policy to change the
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method of caleulation relatmg 1o employees’ accumulated contribubions that
are guaranieed under Option 4 for members who make full-cost purchases at
rebrement to protect the their contributiens  The Commttee recommended
that the Board adopt the policy as presented  On motion made by Mr Brown
and scconded by Major Krome, the Board voled unamimously to adopt the
policy as presented

Mr Brown then wmformed the Board of Mr Walter Harston who requested
that tus earmings himntation offset be warved because he recerved a salary pad
from grard funds, and because he claimed exemption under $B15 of 1999 that
perits retirees to work as classroom teachers  Mr Brown stated that the
source of funds does not deterrmune the earmungs hmnation, but that staff
would determine whert Mr Hawston became a classroom teacher so that
SBI15 would be applied from that date  On motion made by Mr Brown and
seconded by Dr Alemt, the Board voted unanimously to reject Mr Hasrston's
request to waive s carmings outation offset, and begm the offset of s
benefiis

Mr Brown then siated that the Commuttee recommended the deferral of the
implementation of the Law Enforcenient Officers’ Pension System Deferred
Optional Retrement Program (LEOPS) untid the agency receives a favorable
ruling from the IRS  On motion made by Mr Brown and seconded by Dr
Alemu, the Board voted unarimously to defer the mmplementation of the
LEOPS as stated

Mr Brown mformed the Board that the final step 1o the 2000 legislative
process, assigring chapter numbers 1o enacted pension legrslation, had been
completed  He also stated that a tentative 2000 Interim schedule had been
prepared consisting of 3 meetings by the Jont Commuttee on Pensions from
September through November  The Joint Commuttee will consider 3 bills that
did not pass in the 2000 Session the re-employment of retwed former
members, pre-funding of retiree health wsurance subsidy, and accuracy of
benefit esimates processing

Mr Brown next mformed the Board that the Agency needed to rent an
addiomal 7,300 square feet of office space at therr current location io
accommodate the 8 new posiions granted under the FY2001 budget, and for
the anticipated 11 new positions under the 2002 budget On motion made by
Mr Brown and seconded by Col Mutchell, the Board voted unanimously 1o
authonze the Agency to rent the additional 7,300 square fieet of office space

Mr Brown then updated the Board on the progress of the Statepe Systems

. Development Program  The Comimittes recommended that the Board approve -

the revised Strategie System Project (S35P) plan and seck approval of the

* Board of Public Works subject 10 the followmng condiions (1) that the”

Steening Computtee monitor the contract closely to ensure that vendors meet

thetr deadhines, and take legal action, mcluding revocation of the vendor's

bond, if fcﬁeadhnes are not met, (2) that the Steenng Comnuttee make monthly

pmgres:{ reponts to the Executive Commuttee, (3) that the Agency adhere to

the project’s revised completion date of Qotober 2001 On moton made by

Mr Broixm and seconded by Major Krome, the Board voted upammously to
3
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approve the revised SSP plan and seck the approval of the Board of Public
Works as stated

The Board accepted Mr Brown’s report

Mr Arthur Caple, Jr, Chairman of the Investment Commuttee, reported on the
special meeting held June 8, 2000 Mr Caple noted that, w the future,
munutes would be distributed 1o the Roard after they have been approved

The Commtiee recommended Mr Robert Schaefer to replace Mr Howard P
Colhoun, whose ferm ends June 30, 2000, as a public member of the
Investment Committee effective July |, 2000 for a theee-year term On
motion made by Mr Caple and seconded by Mr Casula, the Board voted
unanimously to appomt Mr Schaefer to the Investment Commtiee as stated

(Exhibit C)

Mr Caple then recommended that the Board send a letter to Relational
apologizing for certain statements made n & reeent report by Beard member
Carl Lancaster Following a discussion, en motion made by Mr Caple and
seconded by Dr Alemt, the Board voted not to send an apology letter o
Relational  Messrs Schaefer, Brown, Lancaster, Casula and Harrison, Major
Krome, Col Muchell and Ms Foster registered nay voles  Messrs Divon,
Caple Tydings, Ms Humphnes and Dr Alemu reistered yea votes

The report of the Agency for offsets of certain retirees was accepted by the
Board The Board, on motion made by Mr Brown and seconded by Mr
Caple, authorized the reduction of the pensions of affected retrees as
provided for under the current law [State Personnel and Pensions Article
Sections 22-406 (b)(2) and 23407 (b}2)] The pensions offset are based on
calendar 1998 earmings that will be offset from pension benefits paid in fiscal
year 2000

‘The reports of the Medical Board for offsets of disability retrees were-
" accepted by the Board The Board, on motion made by Mr Schaefer. and

seconded by Mr Brown, authorized the reduction of the penstons of affected
retirees as provided for under the current law (State Personme] and Pensions
Article), effecuve July 1, 1990  The offsets are based on calendar 1999
earnings that will be offset from pension benefits paid i fiscal year 2001

The Board, on motion made by Mr Brown and seconded by Mr Schaefer,
accepted and approved the reports of the Medical Board m connection with
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apphcations of members for ordmary, acadental and special retirement
allowances The Medical Board's conclusions were reached after is review
of the evidence provided by the claimants

The Board, on motion made by Ms Humphnes and seconded by Mr
Schaefer, unammously accepted and approved the supplemental reports of the
Medical Board 1in connection with applications of members for ordinary and
acordental and special retrement allowances  The Medical Board's
conclusions were reached after s review of the evidence provided by the
clatmants The Supplemental Report of the Medical Board 1s shown as
E<hibit

Mr Dixen nformed the Board that future Board mectings would be held at
93 am ratherthan 900 am

There beng no further business, on motion made and duly seconded, the Board adjourned at

2B pm




