o Minutes

BOARD OF TRUSTEES

FOR THE [

STATE RETIREMENT AND PENSION SYSTEM
OF MARYLAND

MINUTES OF MEETING

|
December 19, 2000 ;z
¥
The Board of Trustees for the State Retirement and Pension System of Maryland met i the
Boardroom of the SunTrust Budding, 120 East Baltimore Street, Balumore, Maryland, at
930 am  There were present Richard N Dixon, Chawrman, Willam Donald Schaﬂfqr,
Viee-Charman, Arthur W Caple, Jr, Wdham D Brown, Carl D Lancaster, Frank P
Casula, Morns L Krome. G Bruce Hamson, and Ali A Alemu, Trustees, and Peter
Vaughn, Secretary Agency stafl members also attending were Margaret A Bury,
Revrement Admimstrator, Hamet B Granet, Robert Fenstemn, Il R Lemer and Carla G
Katzenberg, Assistant Attorneys General, Carol Boylun, Chiefl Investment Officer, ]
Howard Plemes, Director of Legslation, Thomas Gighotts, Chief Intemnal Auditor, and
Shirley A Hanmett, Admimistrative Officer

Walter Reuter, attorney for Nancy B Lewis, Leatnice A Ayres. and Russell Neverdon,
attorney for Ms Ayres, were glso present

1 On motion’ made by Mr Casula and duly seconded, the Minutes of the regular
meeting of the Board of Trustees for the State Retirement and Pension System
of Maryland, held on November 28, 2000, were approved

2001 Meenng 2 On motion made by Mr Schaefer and seconded by Mr Brown, the 2001

Dates

meetng dates histed below for the Board of Trustees were approved by the
Board The meetngs will be held m the Boardroom on the 16th floor of the
SunTrust Building m Baltmore et 120 East Baltymore Street unless otherwise
mdicated The mectings are scheduled for the 3™ Tuesday of each month,
begmnmg at ¢ 3 a m

January 16* July 17 i

February 20 * August 21 !

March 20 * September 18 .

Apnl 17 Oxtober 16 |

May 15 November 20 .

June 19 i © ™ Pecember 18 i o
- These meetings will be held in the Assembly Room on the 1” floor of

the Lowns L Goldstein Treasury Buiddmg i Annapolis i
i

Strategic Planming Conference ~ September 6-7, 2001 at Rocky Gap:
H

!
Mr Lancaster and Mr Hamson registered Nay votes on the location of the
Strategae Planming Conference




0 Leatrice Ayres

Nancy Lewis

Leon Phuthps

]

%
%
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The Board considered the report of James W Power, siting as Adﬂgsm:%rm;wr
Law Judge for the Office of Adminustrative Hearings, m connection with the
appeal of Leatrice A Ayres Ms Ayres appealed the Medical Board's demal
of accidental disability benefits  The Medical Board reasoned that, although
Ms Ayres is disabled due to rheumatord anthnus of both hands, the Medical
Board did not believe her disability was the result of an “accident that
accurred at a defintte tume and place” within the meamng of State
Personne] and Pensions Arucle, Secuon 29109 The Medieal Bmard further
deterrimned that Ms Ayres” disabihity was not the natural and pmmr:mzﬁ result
of the October, 1995 merdent ;

The Admmstrative Law Judge, upon consideration of the record, and
fullowing a heanng, affirmed the Agency's decision and concluded that since
Ms Ayres had not established that her injury resulted from an “unusual stramn
or exertien,” the Octeber 1995 medent could not be charactenzed a5 an
“accident” within the meanmg of State Personnel and Pensions Article,
Section 29-109  The Admimstrative Law Judge further eanc!uded that Ms
Ayres” disability 15 not the natural and proximate reselt of a work-related
accident

Mr Russell Neverdon, attorney for Ms Ayres, presented his arguments
opposing the Agency’s posiion and the Admmstratve Law  Judge's
recommendanions  Ms Ayres also presented her arguments to the Board Ms
Carla Katzenberg, attorney for the Agency, addressed the Board and argued
that the Board should adopt the Admimistrative Law  Judpe's
recommendations  The Board deferred further consideration to executive
SESSION

The Board considered the report of Beverly Sherman Nash, siting as
Admmstranive Law Judge for the Office of Admmmstrative Hearmgs, 1n
connection with the appeal of Nancy B Lewis Ms Lewis appealed the
Medicai Board's demal of acaidental disability benefits  The Medical Board
reasoned that, although Ms Lews 1 disabled due to L5-S1 hermated disc
with residual post operative, the medical evidence subymitied dwd not reflect
that the work-refated accident caused Ms Lewis' disability

The Admamstrative Law Judpe, upon consideration of the record, and
following a hearmg, affirmed the Agency’s decision and concluded that Ms
Lewss farled 1o establish that her disabality 1s the natural and proximate result
of the work-related accident that occurred i May 1994 * -

Mr Walter Retter, attorney for Ms Lewss, presented his arguments opposiag
the Agency's position and the Adnumstrative Law Judge's recemn*g‘emiaamm
Ms Carla Katzenberg, attomey for the Agency, addressed the Board and
argued that the Board should adopt the Admumistrative Law Judge’s
recommendations  The Board deferred further calnsadamtmn ml EXECUtIVE
SESS10M . ; |

i {

At bus request, Mr Phillips® case was deferred
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On motion made by Mr Brown and seconded by Dr Alerm, the Board unammw&!v
voted to meet in Exccutive Session to consuder the appeals of Leatnce A Ayres and
Naney B Lewss, and to consult with staff about pendimg or mwmmlihwganm S{me
Government Article Section 10-302(1) authonizes the Board to meet 1n closed $s€5510n
o exercise 3 guasi-judicnal function State Government Article %cr.szam 1-50r8(a ){ 8}
authorizes the Board to meet i closed session to consult with smff consuliants, or
other individuals about pending or potennal Iitsgation

EXECUTIVE SESSION

e o e

The Board met i Exccutive Session at 11 25 a m i the SunTrust Burldmg to chscuss
the appeals of Leatrice A Ayres and Mancy B Lewss and poential htigation All of
the persons present at the beginming of the meeting were present in Executive Session
except Carla G Katzenberg, Walter Reter. Leatnee A Ayres and Russell Neverdon
The Board adjoumed s Executrve Session at 11 15 am and retimed to regular
session to complete the agenda

Leatrice Ayres

Nancy Lewis

Salomon Brothers

VALIC

; {
:

REGULAR SESSION

%
i
i
é

On motion made by Mr Brown and seconded by Magcxr Krome, the Board
voted to adopt the Adpunistrative Law Judpe's Pmmwd Findmgs of Fact and
Conclusions of Law and demed Ms Ayres’ request for acedental disability
retirernent berefits Dr Alemr and Mr Harmison r&g&wmﬁ Nay voles

%
On motion made by Mr Brown and seconded by \{ajor Kromme, the Board
wnanimously voted 1o adopt the Admumstrative Lm» Judge's Proposed
Findings of Fact and Conclusions of Law and denied Ms Lewis’ request for
accidental disabihty retrement benefits !

8

On moton made by Dy Alenu and seconded by Mr ZBmwn the Board voted
to ratfy the action taken m Executive Session with regard to Salomon
Brothers

A motion made by Mr Caple, seconded by My Casula, to decept the -
Investment Commuttee’s recommendation 1o rr.mm%\%hf(‘ a5 an Opuenal

Retirement Plan provider failed by a vote of 410§ Messrs Dixon/ Schaefer,

Caple and Casula voted for the motion Major Kmmc, Dy Alemn, and
Messrs Brown, Lancaster and Harmson voted against  the mation

On motion made by Mr Brown and seconded by Mr Lancaster, the Board
voted, & to 1, to terminate VALIC as a provider for the Optional Retxmrmm

Plan Messrs Brown, Lancaster, Hamson, Schaefer, Caple and Casula and
Major Krome and Dr Alema voted for the motion Mr Dixon registered a
Nay vole



e Annual Report 6

Executive 7
Dhrector's Report
Investment &

Commuttee Report
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Mr Vaughn presented the System’s Comprehensive Annual Financial Report
for the year ended June 30, 2000 to the Beard for approval Mr Vaughn
reported on the results of the activittes of the System

On monon made by Mr Casula and duly seconded, the Board unamimously
voted to accept and approve the System's Comprehensive Annual Financal
Report for the year ended June 30, 2000

Mr Vaughn presented the Board with a hst of the scheduled Spring 2007 Pre-
Renrement Planning Serirsars

Mr Vaughn then advised the Board that Patricia Scott would be leaving the
Agency, effective January 12, 2001

The Board accepted Mr Vaughn's report

Mr Arthur Caple, Jr, Chairman of the Investment Commuttee, reported on the
meeung held December 15, 2000

Mr Caple began by adwvising the Board that Hakan Castegren and hm
Withams of Harbor International had made a presentation fo the Investment
Comnuttee, reviewing thewr strategy and responding to questions regarding
thew fees  Mr Caple noted dscussions will contmue with Harbor
International concerming the lowening of their fees

Mr Caple wnformed the Board that the Investment Compmutiee had discussed
the Statutory Limuts on mvestment manager fees and non-dividend paying
equitics  The Commuttee recogmized there 15 a nsk that the manager fee cap
will be violated on December 31, 2000 The Commutiee agreed that most of
the mmediate soluhons were likely 10 be imprudent and agreed to work with
the investment staff to seek a soluton by Mareh 31, 2001 In addion, the
Commuttee expressed a desire to see an increase for the non-dividend paying
equty cap

Mr Caple noled the proposed calendar of meetng dates for 2001 was
approved \

Mr Caple adwvised the Board the Commuttes had approved the change m
ownership of Brinson'’s private equity operstion to Adams Street Partners
On motion made by Mr Caple and seconded by Mr Harmson,[the Board
unammously approved the change m ownership |

t
|

The benchmark review was postponed until the January Board meeting
Charman Dixon requeated the Trustees receive the appropriate nmwm’i m
advance of the meeting for thew review g
i
The Board accepteé Mr Caple’s report !
t

¥
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!
Mr Witham 13 Brown, Chauman of the Executive Comemtiee, reported on
the regular meeting held December 5, 2000 Exbubit A .

Mr Brown informed the Board the 2001 meeting dates for the' Executive
Committee had been approved i
Mr Brown advised the Board that the Executive Commutiee mci:«mnmdetf
accepung and approving the revised contract with Brown & Company to audit
the Strutegic Systems Program  On moton made by  Mr Bmvm and
seconded by Mr Schaefer, the Board unanumously accepted and appmved the
revised contract with Brown & Company :

i
Mr Brown gave an updated report to the Board on the Strategic System  Mr
Brown stated the new system should beup and runtung by October 2001
However, Ms Tammy Kness of Syscom adwised the (::;tmnm«:e she 15
hopeful the new system wall be operational i September %
The Board sccepted Mr Brown’s repuort |

#

Mr Wilham D Brown. Charman of the Audit Commuttee, reported on the
regufar meeting held on Novemtber 28, 2000

Mr Brown referred the Board to the Minutes of the Comnutiee’s meeting,
noting there were no vems requiring Board action other than the revised
contract with Brown & Company This contract was voted on and approved
under the Executive Commuttee report

The report of the Agency for offsets of certamn retirees was accepted by the
Board The Board, on motion made by Mr Hamson and seconded by Mr
Schaefer, unanmmously suthonzed the reduction of the pensions of affecied
retirecs as provided for under the current law (State Personnel and Pensions
Article)  The offsets are based on calendar 1999 earmings and will reduce
pension benefits pad in fiscal year 2000

i
The Board, on motion made by Mr Casula and seconded by Mr Schaefer,
uranimously approved the reports of the Medical Board i connection with
appheanons of members for ordmary and accidental retirement zﬂmwﬁnws -
“The. Medwcal Board's conclusions wéte reached after its review of the
evidence provided by the claymants |
|

The Board, on motion made by Mr Casula and seconded by Mr Schaefer,
unammously accepted and approved the supplemental reports of the Medical
Board w connection with appheations of members for ordinary and aceidental
retirement allowances  The Medical Board's conclusions were reached after
its review of the evidence provided by the clumants  The Supplemental
Report of the Medical Board s shown as Exkbit B i

1
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’ Other Business 14 On motion made by Mr Casula and seconded by Mr Schaefer, the Board
vated unammously to approve the reguest of the Commussioners of Somerset
County to mstitute an emplover pick-up program m accordance with Section
414(hH D) of the Iaternal Revenue Code, to enable their members' mandatory
conmbutions to be treated a5 pre-tax contnbutions for Federal meome tax
purposes (Exhtbu C) '

There bemg no further business, on motion made and  duly seconded, the Board ad}wmr:d at
[{t40am

PV/isah
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BOARD OF TRUSTEES
FOR THE
STATE RETIREMENT AND PENSION SYSTEM
OF MARYLAND

MINUTES OF MEETING '

BDecember 27, 2000

!
i
% [
The Board of Trustees for the State Retirement and Pension System of Maryland met in the
Roardroom of the SunTrust Building, 120 East Balumore Street, Balumore, Maryland, 'at
1205 pm There were present Richard N Dixon, Chawman, G Bruce Hamson, Pmnk P
Casula. and by telephone William Donald Schaefer, Vice-Chairman, Arthur N C‘aple Ir.

Morns . Krome, David B Muchell, T Elowse Foster and Nancy 8§ Grasmuck, Trustees,
and Peter Vaughn, Secretary Agency staff members also attending were Hamet B Granet,
Asststant Attomneys General, Carol Boykin, Chief Investment Officer, Patncia Scot,
Adnstrator ;

{MOTION) i Om motion made by Mr Casula and seconded by Mr Caple, ‘ahe Board voled
1o resand the vote taken at the December 19, 2000 meermg to termunate
VALIC as a provider for the Optional Revrement ngram%for the State of
Maryland and accept the Investment Commitiee’s rt.mmnmgciamm to retam
VALIC  Messrs Dixon, Schaefer, Casula, Caple, Colf Mtchell,
Grasmick and Ms Foster remstered yea votes  Mr Hammn and \1.1;(1r
Krome registered nay votes The Board will review VAL Iﬂ; § actions over
the next several months to ensure that they follow through on cormitments

made to the Commuttee regarding participant’s irvestments .:m‘d choces

i

i

There bemg no further busimess, on moton made and duly seconded, the Board adjourned at
1210pm

Peter Vaughn, Secyétary



