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The Board of '1 msust‘x for the ‘S{aw Reurement and Pcnsmn System'of + ¢
Maryland met mn the, Boardroom of the SunTrust Bmtdmg 120 East,
Balumore Steet, Balumore, :\fi‘uyiand at 940 a There wete "
present Richard N Dixon, Chairman, f\wham K‘Immtd Schaefer, Vice-- :
Charrman &d«:p‘mw 12 15 pm), Smrr:mry T Eloise Foster idﬁ;}anad ,
12 18 pm). Colonel David B Mitchell (departed 12 19 pm), Major
Momss L Krome, ' Carl xf} mmaf:wr, Debra B Humphnes (v
telephane unhl mmmn) ‘William D Blmvn, Alt A Alémuand Arthur
N Caple, Jr {amv ed 9 58 amy, 'E"ruawua. and Peter Vaughn, Secretary
Agency staff members also attending were, Debbie Bacharack, Robert .
Feinstem, Jiit Lemer, and - Carla Kam:nl:mr*g,f Assistant mmmevs,

, . General, Carol Boykin, Cluef lnvemmcm Officer, Tracey Dcpuw Chuef .

. Investment Cificer, Thomas Gighatu, ‘Chuef Internal Auditor, Howard
Plemes, Legislative Duector, Rick Harmson, Chief Financial Officer,

Gary Scobner. Chief Infnmm:wn C)fﬁwr and’ Gwendolyn Mu%kcy L
Executive Associate RN ' S I
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Eugene Kowalczuk, Esq, Atmmcy‘fm’ Florence ' Matthews, and *
Florence Matthews were prc:r:tm mmes Hoffman and mmm McFee . ¢ ..
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The Chmrman rcqueamd thaz the Board observe a moment of stlence m mgard o the
tragic events which ook place on September [, 2001 in Nﬁw Ymk Lary ‘ashington
DC, and hen”erset PA Lo P - V
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The Charran mrmkttcd Dr Alems tor address the B«}m:c!f mgarﬁmg the tmg:c evmm
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Minutes I On motion made by Mr! Lanc‘mt&r and duly seconded, the'Board voled
| to defer approval of the Miﬂm&‘s of the Augum 21, 2001 Board meeung
: unul the October memmg to correct the dmahzhw &p;}&al votes fmr
‘ Mﬂmha Crater and Joy lmmxds* S
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Adm:mstmiwc Ei,,aw Judvc for the Office t:)f Admxmsimtwe Hemngs im i :
connection wnh the appcai of Florence Mattbews Ms Matthews
appealed the Mcdmaf Board’s denal of aacrcktma ﬂis&blhl}’ henefits
The Medical I’icmrd maqaned that they rild not b@heve that her dﬁsabxhty
was the natural and pmum&ie result of zm acmde,m that occurred in the

‘(

pcrfmmancea?dmy H Lo 4‘&’ "!'l **‘fw 0 oo
The Awmsmsmmfc Lm ,}udga upon wnmdcmucm of the mwrd and
fcﬂlawmg a hemng aﬂ’mneﬂ the Agency's decision and concluded that
Ms Muatthews' disability was not the “natural and proximate result™ of
@ work-related gecrdent * that allegedly mf:umtd Therefore, her
apphication for amdﬁnml dxsahshiy bencﬂts shnuld be dm;ed
o N Pt
L Eugene Kowalczuk, Azwmev for M& Mat hews, pr&wmﬁd hus
m.,umcm% opposing the Agency's ps::muan and the Admimiétrative Law
Judge's recommendaons Ms Jill Leiner, attormey for the Agency, -
addressed the ‘Board and argued' that the Board should adopt the
Admimitrauve Law Jud;,c § recommendauons [ The Board deferred
further cunsxdcmtmn o exmutw«: session o
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.‘ Florence Matthews 2 T he Board ccmsrdmci m; report of Laune Bcnneit mumg as
¥
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James Hoffman 3 The Board considered thz report of Jmm B (;mdan smmg as
Admimstrative Law Judge for the Office of Admxmstmtwc Heartngs, i

. connection with the appeal of James Hoffman ' The Médical -Board
report tncluded a report by an Admimistrative Law Judge and related

medical documentauon including doc uments inadvertently onuited for

the Record Mr Hoffman appealed the Medical Board's dectsion that

the medical evidence submitted did not prove that he s permanently

muapaummd or unable to pc:*fmn his job duues :

Yy ¥
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Mr Hoffman pm%ntcd ms ATGUMENLS OpposINg Ehe Agency's position
and the Medical Board's recommendations  Ms Idl Leiner, attomey
or the Agency, addressed the Board and argued that the Board should
2ceept ‘the Medical Board's report t‘he:: Board deferred further
wns;de:mtmn to executive wsmmu i . !

+ - sk N

!
L [ §
i . ety i e [

JoAnn McFee 4 The B@:mi considered the mpm of Laurze Potchard,  siung as
* Admunstrative LAW Judge for the Office of A.zimm:strarwc Heanings, m

) _..connection with, the appmi of JoAnn McFee - Ms McPe&«apmi!edathem
T Medical Board's denial of aceidental disability benefata The Medical
! Board reasoned, khm they did not believe that’ hs:r disability ‘was the
natural and pmxtmar:: resuit of an amdm{ himt occurred 1 the

k

' pefﬁ')rmanee of duty ‘ o ; |
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The' Adrmmstmtw& Law Judge, upan wnsxé&mtmn of the mmrd and

. foll s::wmg a hcmng,.afﬁrmcd the Agency's o:ieczsum and" cc‘mdudf:d that
Ms Mc:}ee $ (iiﬂf&bl]lf\«‘ was:nm the “natural. and pmx;mate result” of a

. wwkwnémed &LClif{’:ﬂE tha aiiegﬁd ¥ mwrr&d g Themtam,f.her

‘ ' ap;}hcatmn fcma;.c:xdemat dl.‘i&bﬂﬂ}" benefits should be deried*

1
'

%

2
oy v

¢ ‘} '
A
v

¥

-
*

%

i

E-T =
<3 .

P I

b b ¥



o

Florence Matthews

James Hoffman

o _— o
¢ L nh“{ T
o "« “»!- A
A R
G , : ik
s w }
! i .
. 1 w ! f{
R i
t 4 gg
’ ¥
iy

%

o o 7 s

Ms McFee presemecf her arguments oppcsmg the Agency's position
“and the Admxmstmtwe Law Judge's rﬁcammendanmns Ms Carla
Katzenberg, attorney mr the Agency, addressed the Board and argued

that - the Bourd;
remmmendatmm
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‘the Board

to meet in I;,wcmwer Session to consider the zzppmls of Florence
Matthews, James Hof ffman and }m-\nn ‘McFee State G{wemmem Amcie Section 10-
502(1) authonzes. tht: Hcmrd 1o, meet m clased session tmemmm a qum»;udwml
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The Board met Exmutwe Session at 10 55 am n the SunTm;{ Buzidmg to wnméer

the uppeals of Florence Matthews, J«smcs Hoffman and JoAnn McFee

All of the
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persons presznt at the beginung of Eht} meeling were jpresent in Executive Session
except Lugere Knvmlazuk Esq, Florence Matthews, James Hoffman and JoAnn
McFee The Board adjourned 1ts Executive Ses&mn at 1110 am and retumed 1o

regular session o complele the agenda
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The Emrd wm:dered thc remrd of Flor&:‘rwc
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Matthews  F o!!owmg a

discussion, on. motion made :by Mumor Krome and seconded by Colonel
Mitchell; the Board voted 8 =, 1 to adopt the Administrative Law Judge's
Propesed Findings of Fact and Conclusmﬂs of Law and demed Ms Florence
Muatthews' request for accidental disabulity reirement benefits Chairman
Dixon Vice:Chairman Sc:haeft:r, Colonel Mur;.heli .Major Krome, Secretary .

Foster and Messts L.am:mtcr,‘Bmwn and Captﬁ reg aa!emd yea votes
i

Alem: registered a hay vote ! %
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The B{mrd mﬁmdered tm m:md c}f James Haffman Fc}llowmg 4 dmuasmnk ‘
- T onmolon made hy'CoEmcl M:ichﬂi s.md semncicd by Mr *Bmwn the Board
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voted 7 2 to adapl the Admlmstrauvﬁ Law Judges Pmposcd Fmdmgs of Fact "
and C@m:kmmns of Law and% denied Mr Hﬂff"man 5. request for ordinary

disatulity miwmem tmmﬁts
Muor I\mm,, Smmmy }Usmr Dr Alenu

m;hmrrzd yea votes t:hmrman Dtmn and Mr L&ncamr mgmmmd nay, votes
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;Vm&(‘,‘hmman S;i:hfmﬁ:r Cnfsnel Mitchell,

and M&ssrs Bmwn and Caple

o

e

S



‘e b i
L L "’"sk;‘; wog T |
H 3 -

b - 1 i
* s ,{{ !i

1

I

' ;wg‘g .
i

* [
. H

?;
i

o

[
M H

! A i ' 1 .

i ‘ . ‘ '; st T Y ";1“ 1420
: JoAnn McFee The Board considered the mcmti of JoAmn ‘vicl"ee Followmg 2~

. discussion, 00 motion’ made by Dr Alemu and seconded by Mr Caple, thc -
i Board voled unammously 1o adupt the Admunistrative: Law’ Judge's Proposed |

’ Findings of Fact and Ca:zm!usmns of Law and cfemed Ms MLFu, § request for °
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Executive 5 l‘lwir nghﬂ mf{}t'med t:he Board that Mmyiand Chanms Campawn was |
Directors Report euppmed to cic!wer their F’!ﬁdge Packets to .{helﬁgmuy on, August 2 (} "

2001 to enable’ s mtmeez a target mul datf: of 'August 31, 2001 |
However, due toa dcl‘sy i the dch»ery umtl Eaept&mber 13, 2001 t}y "
f‘-'IdI) kmd Chamy of all'the required dmumcms, the vendmr could not -
bmgmym msert the forms into the enve 1opus “I*he fmai deiwmy of the | P
pmkct@ may nowimkg unﬁ:iOctamrS UO! n ig ; L i
v .
Mr Vau;jhn aa&.mi Ms Cami Bo}b«un to updam the erd on the on the
1mpact from the ‘ieptfemhcr 11,2001 teronst attacks * . o |

L] ¢ t
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Ms Bnykm prowded tha Board with an overview of tha Trust’s inpact
from the September 11, ’.?,G!Oi terronist attacks  She distnbuted a 9-page -
h:mdam which covered thc following mg:ncs .,y Exhibiea
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Smte Streét Cargmmnan § Ccmtmuzty Pmenv mermm ¢
o Récent'bond market Lh:mgea as dﬁpicwd b}* the US Treasury yseﬁd

ie

curves on 9/10/01 and 9/19/01 | ~ .
Recent equity, mm«:t t,h.;%as for ihc: same permd by index, sector

L

" 1oand spemﬂc secumy . ;j | R J

"« Histonc DJIA! lossest ' ’ ” *1 3 ST ‘

e A summary of LaSaEE e's zinsurance ‘cavemge ifar I‘f:’ii estate |
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Ms Boykin bLg:m wrzhhm Sverview of the mm‘i market m&pcnse She |

‘ wenufied the areas of the stock market, wh:c,h had been most dramatically
! wpm.md and she noted that the bond m&rkelt had mmat?v nisen butl had
suhanuuxtly declmed Imcre:rst rale nereases, were attributed to inflation
fears, mbm!dmg, costs and mximzry cost expectations  She also noted fears of
a recession’as g negative; umpact and the potentigl f?r passme impact due to

patrione bu}mgi P b, Lot g !{ L,
ot ‘ . b (‘u 'y ’ Ty, N
P L R g & o ik»{d W«‘&ﬁi’-g—l?iw e *ﬁ ' ‘“‘"—4—4‘:"” *MMAMW‘ Y,

, A market vzﬂuc: as.um.mz mf $26 4 bxllmn 'as of &aptemhgmi% 2001 was "
R —— pmwdad f"«::r'thzz: mmk p;m@m o $2‘% 3 bilhamas af Mg_,ust»’ﬂ
- - 2001, r&pmsemmg adechme of 6, 7% for that'period -Ms “Boykin noted
that thus df:ulme was sma!k.r th:m that 'of thr:  broad eqmw markets,
thanks to the bc:nem% af diversification “Sh@safso stressed the fact that

. the ‘%vsmm :s a mng»tcrm anvestor, and she cnmuraaed the Board to !

) hold the course'from an’ J‘s’iwi:t allocation mmp&uw M
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Ms Boykini riext discussed arcas that qhe had mve%tsgmed for .
pme:mml ma:ke:t dxsmmmns She noted! that Shﬁe Street had mpmﬁd s
"that all e&f,ﬂhc Syazcm s trades had seitied i, umely and orderly ©
matinér during the affecied pcm:»d Shcf also mformed the'Board that
 the Custodial Bank hae (;ﬁ site back-up mp&bzlmﬁs as dﬂ most of the ¥

Syv.zem wmsstm&m mzmagam sk ; 3 ' 17 L .

.
i o K

Mr Scrzbncr pmwdeci an overview of State Streets Conumuity *..

Pianmnu Pmmram as delinéated on pages 1-4 mf the handaut Overall,

he smd ﬁmt i appe.md that the plan was mmpmhcnswe
i
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Mr Lanmsmr asked what the mmpact could be o the System f State
Street were to suffer pemannel losses n addiion to-data losses  Ms :V
Boykin responded by saymg that the organization had both personnel

and data n muluple mdtwm She also offered to pmvxdez a more

wmpiem answer fcr the: Bmm ol .t )
vt : ' S !
Ms Boykin then tnf&rmﬁd the Board that the tr.:msm(m out of Harbor
International and mm thfs new domestic value managers was underway |
at the'present ume, dng the distuption 10 the markets could cause the
transition to take somewhat longer than narm.;l She also nmed that the
System was fortunate tm 50% of the pmcceds 'from Harbor would be
m cash In addivon, a e;wmfwam amount of the remaining balance of
equities was cxpeued to heenefu from Crossing mpgmrtumtze% thmugh

‘the Custodian - 4 .
¢ ; z P N i

o ”[ ' . v f
Ms' Bc)ykm and "her séti;fﬁ surveyed all uf !hc Syemm
managers " In terms of manager impact, several of, the firms, which
manage funds for the System did sustamn personnel losses, but none had
personnel losses within!the ranks of the tcams directly managing funds
for the System  Advent, one of the System’s convertible managers, was
mrwd to temporanly relocate, but they have already rewrned to thewr |
headquarters  Three of the Chapman DDM MET managm had not

|
responded y&l but mmesof them were heddquammd m Mdnhatt&m

*

.
& ' N H * ‘L ‘

Ms Bc»y kin reported thaz unfortunately, th@m were several,news rEpoTts
“of lost trading rﬁ*Eatmn&h:pa Brokerage firms who were impacted by
loss of hife andfor dxsphmmenr from headquarters locations mcluded

Cantof i“‘u?gcrakd “May Davis, Lehman Brn}theﬁ, and Merrill Lynch
N B ) g mg"w"%m Chp o ey o e Ly

o o —————— I

e — ‘Ms Baykm thcn pruwdmi A ifislitance mfzrvmw%f or zhe Systems direct

o i s Lquuy Rm! estate ngmm “The System daea nat mvwany pmpame% .

B "~ in lower Manhaifan_ Property Casualty nsutincé coverage via LaSalle
' Adwisors amounts to $200. milhon pﬁrlprt}peﬁi' which] exceeds the
value of any of Jthe mdividual properties heh:i in the bwzem s direct
pmgram LaSa]%e alsm carmes a $3 billion umbn‘:lla policy Mr g
LdnCdbwi" 435;@(5 ad&mana! questions about this wvcmga and Ms :w
‘Boykin offéred m funhcr research his questmns and pmvzé{: answers to '

the Board " ‘ . .o
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lt Mr Emwn d&ked‘ aboua‘t tmdmg m puts.by «me tcrmnais and another
‘ questt{;m was mmf:d sboot the impact on mwmatmnal ‘equity markets
Ms Bwykm om‘fred to respond 1n more de{h at a later date w0

5 . mto P i

Mr, Vaug;,hn :vsij:ed M,r F%amacm o upcmte the ﬂmrci cmij (the financial ;

:r:msammns of thc Sys&:m for the year mded 'Junte '%0 2001 Extbit B .

o ‘h{uml’“ W":rkzm Y ?*.h [;’H! O ‘J*«" A et

'Mr Hamscm nmcd for the Board uhﬁng{:ﬁ n thc un- audited “Statements *
of Chanacs in Plan Net Aisats for the fmc& year ended’ June 30, 2001 P
and 2000, and “Sm&:menm of Plan Net As*;c’:ts as of June 30, 2001 and
2000 Cfanmbu{mn& totaled $824 rm!hon' E‘m‘ the vear‘ shightly less
thap'last year [Investment Income totaled a* negalwa $3 lhion for the
ﬁs:.:;xk year due pnmmly to deprecration’ of the mﬁuc Qf mvestmen&& W
f)adu«:eicms from pian assers totaled $1 3 llion ® The md;c)my of which '

. was to pay benefit paymenls The Fund Emhmcc of $331 brlhcm for g
fiscal year 2000 decreadéd $3 6 billion m;em}! tr) yield m 4 fund b.ﬁana& :
at mcatyeﬁrmﬂl*uis?ﬂﬁm hon iw o ‘.; o b

i s‘ * N . v . A
The anrd reviewed and acc:cpw:d the § }st::m s fmancmhﬁmmmenta *md
investment perf‘amame comparisons for the penmi &ndmg July 31,

o

. ) 200! for the Slzm: Renmmfzm wnd F‘emma Systejm Of ‘VE.iry and, ., |

¥ ' ,( § f e % &
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The chmd acxept:,d Mz Vaughns mpm‘ T FI { .
Executive - e ; TR TE I F RIS w

Commuttee Report 6 Mr W:lhm Bmwn {T‘ha:rmzm of the Execdnve tf.qnim itiee, mgmrmci

: cm the mgular mwtmcv hcld September | I 2{)01“ _— b\:hsbz& C

: o ¢ § ! 3

19

Mr mew nadvmd thr:: Board that rmmbcm that - 1&@41 ‘staff h:xdf
prepared dralt Iangua% for review of ﬁw pmpmed bulls {0 be mcluded
i the ﬂmrﬁi of Tmstm, 2002 legrslative pmgmm The five mml veil .
l‘,»% i o IR ppte ;

1 "ILSaReBmedLhanges (@IS hmuts) el e o
2 Fee La@ exemption f for external alterngtive investment inanagcm,

. 3 Reéwsions related m EArmINgSs afrcr mimvmg, dxs&bz iy. bemmm
' (amendments to SPP 29-115) ) ( A

4 Revistons téf()puon& 23,5 and 6, cﬂmcmmg rc-demgnatmzf agy
i

5

Wt

pEI SRS

t bﬂnehcm:y fmluwmg the' death of ihe‘i‘ cmgmaf bem&fxuary B e
- Techmcal cc;rrf:euans for_the payment of ampmyeﬁ ’fmd empmyuw
T mnmhumms me thn': Bouards'of Supemac)rs of” Ffecnan*:;m:‘“
% p &,‘5*" SR D P
Mr ﬁmwn infarmed the Board that of the five pmpma!s three of them
still requining }ewsmns and would be held over unul the October
. Executive C c)mmnmﬁ meeling, thf:rcfm*e lf(\!w pmpc)wls would be:

i discussed the before the erd i
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' Mrs Brown' mfumaed the Ba:trd that the trm pmposai reldted 1o several |

' mchmccsi mwsmni needed because of chanze:s to mgu]aums m,zad:: by
the F f:demi Gmemmcnt that 1mpact pubhc,: retrement’ s,yﬁte:ms The
first relates to ehg;bl@ m§£over distnbutions jUnder a mvxs&d defimtion
,of-e @he plans,’ the [ adu&l gmcmment h&a Jddbd 4()1(1::} and 457 -

p!ans, | Therefore, amend;ng, ‘Maryland law W}l“ eﬂhanc& portability
R : ’ .r,,(‘? :
The. semnd kS’:sU(: rnkawsg to the pumhaw nf s::mm 6&(5!1“3 "Current |,
law permzts members to purchase up to. 10 ymw of ceftan types a:)f ’
service credits ot full mst (employee and employer costs) - Federal
regﬂuhlzmna however, may limit the purc:hasw of service, m cenain !
nstances, to 5 years 'Duning the Cc}mmttte; mr:etmg Mr Fewnstein *
suggested the law reﬂm this himut so tl:mt memhem are.not confused .,

, hy the confhcts 1n the ‘amount of time tha{ 18- stated m Maryland's

M ‘2 . e 0 v
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’Vir Brown noted thal durmo the mmmmec meet’zﬁg Mr Carl
Lanc:as;tr:r wdicated that , awmad mappmpmtﬁ: to reduce jour
benefits, to reduce the ‘current rights of a member He suggest&cﬁ
:msead that the Board seek an emmgimn to this Tt ‘since 1t
*wmu\aeiy ImMpagts ofi our members . The .Executive Commuttee
concurred and asked that the draft be redone without, this section It 4
wm be: resubmmed to the Commuttee m October . -

Mr Bmwn {hf:n tnf c;fmed the Board that n thcv last 2 2 ygars the Board ™

has hired 4 external mvastmem m;magcrs whc:a employ. alternative

investment straleges, such as hmned p.mmrshim mvesung in private

. Bguity, venture capxta} leveraged bayauts, and opportunistic real

estate devel opment and rehabilitation These nvestors have umique |

annual management fees based on commytted capital .as well as a

percentage shanng of f uture pmﬁz Each of the 4 clirrent managers

_has o dafferent managemem fee, and ‘mvew} have different profit |

3hmng approaches THe concern 1s that pctenual gxeell lent rewurns

the mmrc could. caus&*tef:s to ‘exceed the cap, a- stuation that the

chrd does nol want m occur | Mr Brown noted-that the proposal |

would remove: the mp on fees for 'these ‘a!tem‘nwe mvestment
_ . cmanagersy o h b P {% S P
Cogt o "nm 7 LT “‘*“”"’“f;""‘“‘""“ "

R Mr Bmwn then” mfbrmed the board thm’ ‘vir 'Heward P}unes mdmmcd K
m tha Board that. he had been advised by Lﬂgwianvé Scmces haf the
Board should seek wc,hmam corrections m +Section 21-307 *of State -

?usanne§ and Pmmmns In this section, paynwm ‘of employce zmﬂ

emp!ayer wnmbuhons ;s to be paid dnmtiy ‘to the erd However, mne,
pma:m,a the state! g:ancm} y receIves thr:m paym«,ms ﬁnd then pays the *
Bmxrd The technical mrrmmns pmvudﬁ the ﬁex:bxhty W permut, the !

cumm pmcth: of paymem by the ‘ilate {o'the Retirement Agency cxf

bmh employee and employer mﬂmbutmm tocontinue 'as wellas 10

1 !
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‘ pemm ‘a B ai il of Supervisors of :?f
. " Reurement Agency diéctly’ + ‘i. M‘ g ~; i
1 b ',t § " ;”'fug%‘ ! *’l‘ :i ! .\-, ., ;
THe I”lm:uuw: Qommttfee agmc:d 10 auam these propmat It also
directed Mr F&mstem lo present revised dmfia for Ehe remaning 3 ¢
pmpusaiq at thc Qctober Emﬂutwe Cammittee meenng ' ‘

: .
,,km;‘ :c. e e

M: Brown recommended'to the Board c:;f“ '"I‘ ru*;tc:cs 1hat its 2002
legislative package melude proposals for. the Alwmazwe: Manager Fees |
(ehmnanon of the cap) and Techmcal Ccm*ﬁgtmns for payment of
Board of Supervisors of Election cnmnbumns l On motion made by
. Mr Brown and' sﬁ:wndcd by Chatrman.[hlmn the, ‘Board voted ,,
unamimously to iclude pmpmala for theiAltemative Mdrmgf:r Fees and
wuhmm} Corrections for pdymen& of H(mﬂ:i of Supﬂmscm of Election
mmnbmmm Pk SN b !

b &
| B 1 I .o 4
. v; | ! » ‘” : § ' AR | !

Mr' Bmwn stdted !h&l the Execunive Cnmmrttw had rﬂqu%md the
cost to permit members of a pension ayﬁwm to transfer a vested
" retirement system account ‘mto. therr cxmmg cmtnbut(}ry penston
system accounts "Mr Brown then stated that Dclcrg,aw Wheeler Baker
had asked the Board to consider ths mue bemuw a‘teacher n his -
disirict found that she was, ot pcrmmw to tmnsfcr and combine her

. accounts  She sought m combine her acscmnt@ ac- that she could retire

| ]
t {
N
. oo
LI K ~§
!
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¥
the o
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gy e A

after 30 years, rather than be required o continue to work until she .
reached normal retrement age (would not accrue 30 _years n ‘the
canmbuwry pension :,yxwm On 1S own)'- ‘ ' i : '
f \ y | o 1 ‘ i
"vir Emwn then mfmrmcd the Board that ulmhc: 1998 legislabion that -
estabhshed the camnbumw pension systems, language had been®
added by the Gcner&!u‘&ssnmbly to prohibit the transfer of benefits
from a retaremcm} systeén nio & mnmbumry pension &y%tem
LT i, { :r ( t M8
M 'Emwn noted mm mm Actuary ! Ihad m?abt;shetd a cost for
pcnnmmg the Emmmr of 290 current mcmbem of. the' Sysmm who
L were active members of a pension syslem and held a vested retirement
system account There 15 an additional liabihity for’ the State of about
$9 (}4 Jmithon Participating gcwemmﬁma! bmis wou d expenence an

i g

mc:reme of $139,066 ' ' 1 ) . 3 P i,
S el PR AT IR S
e Mr Bmwn stated that b::med ofi'these cmis rme: Executive Commuttee *
is reluctant to remmmcnd legislative actmn to the Board Instead, the |
Commuttee bcheves that 1 1s more appmpmt«: at this time to advise
Delegate Baker that m« may wish to pur&ue this mauer on his own

i thh the Joint Cofmnmutiee on Pensions | . o .
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. Mr Brown advgm:d the Board thm the Ewcmm Ccﬁmmmm
recommended that 1t not seek legsl alsun m permmit mc:mbers of the |
wnmbumry pension l’syst&ms; to tmnaﬁ:r service credits .from a
' retrement + system mtcnmbmc thmrldmﬁunm Furthermore, the '
es . HE .. K
i L i‘n * , i . \
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‘Renremcm%gmw 15 dxrer:wd to adwae E}eleé,tzma%WheeEar. . 's
Baker:of s dwelmn Jmi pmwﬂe mm wuh all of, me;mﬁ)mmw o
mcmdmg the actuamal cas&a, on‘which thc damsmn was based "+ On .
matmn made by 'Mr x%Bm:mnsx dnd se:conded by Secretary Foster, the 1.
,Bomi voted unaqimously not to seek. Icm%tazmn to pcrrm; mz:mhers
oof Lheeccmtnbumry perision systems w tramfef service credits from a |
rertmmmu aysmm to mmhmt: 1hmracmum<: : I A
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Mr Bmwn rcpt;grwd th;n Mr Peter V.mghn imd recmwd 4 aﬁdmonal b,
:equ&m from mcmbe:rs of the-State Police Renmmcm Systam and the |
Law Enforcement. Ofﬁmm Pension System 1o appeal the demal of their ¢
, participation m“é Eengm” lof pammpatmm‘m the Defﬂmm memem '
C}mmn Programt (DROP) © Those me,mhus are "Kenneth' L Thmhen
Smxe Police Retirement 'System, Earl P Cﬂgzenhm'er Moms E Jones,
and William F ‘iammm}s Law anﬁmmemem thwm Pemm Sv&tcm

4 ¥

! T, A ot { .
"v!r Bmwn :smtéd that ; %%u. Retirement Ag.;;.m,y ‘waﬁ f{)i]awm& the law
that establishes ape:c:aﬂc frequirements for m:umpmmn m DROP He "
noted that agreeing to the requests would violate the law * Therefore he
asked the Ctammnme: to uphatd his denal for & he:armg .
d P % ' |
M@y;}r‘ Krome mggesmd that lhe& Cﬂmnmtﬂa appmve 1hc demal of the
four rcquesxs for Emnngs and give Mr Vaughn appmv o deny all *

- strmfar cases recerved 1n ihe future ; ‘
A [ I S
1 -

Mr Fesnstcm btdt&d thas i wc)u!ﬁ be xmgmm‘mt m sull present the -
evidence and u:ma} Iﬂtge:r for each future request for appeal smee 18 «
ghly bhely that these members will beanvolved m a class action suit

aganst the Reummmt Agﬁmy* Co 2 [ ' K
B ju & 13 By

e "“; 35: A ; .
Mr Bmwn repmrted lhm the Executive Commmeﬂ recommends to the
Board approve, Mr Vaughn s demal of & h&mng for Kenneth L
Thrasher, Earl P Copenhaver, Morns, E Jones, and Wilham F !
Simmons  On motion made by Mr Brown dnd duly semnded the ,
Board voted mmmm{)uﬁw 1o demal hearing for Kenneth L Thrasher,

*Earl P Copenhaver, Morns E Jones, and William F Simmons

4 I A
. ‘% Jt a% 3(] K [ “-1 . v

' Mr Bmwn a:;ked Mr GM} Scnbncr m“iaddms the ﬁmrd to g;va, the "
mc}mhl;f bzmmvw - System updatc Syt f ‘ b

!i"‘ ¢ ' N
R ) § i y.x. wwh-h& e ' ¥ 1 ke g o 1Y
4 t f, . hand B it l~.| :" ‘ "i‘

. o Mr Gary Scribrier m{mmed the Board Scrzc:e May of.thig year, Syscum|
‘ '  states that 15 has mmplemd an estimated 9‘5% of the’ Sm@mm SYEEm'S |

.saftwarewdmgd ;f o g b ‘ § TR
l ﬁ‘« L ! T " ’
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' The Agm&y ‘mci Sy&mni have expressed divergent vwws on the depih, {
brmctm and dm:umcmatmn of testing :H{}wever dmumem.mﬂn .
amnd‘m:i«; have been eamblmhed and ar;:cepmd Test mvemg&: 18 still an !
155U€ 1 Bnth the Agcm,y dnid S}bmm did .:.m m df—:pkh stu«c}y of one
" testing scenario mr ﬁnmiimem 1t was defermined that bmwwn 140-150 ¢
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test tte::.*m were required fm’ this tést area !
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' nuhmx&ecd todate” 1 ! H

Tht. Ag&ﬁcy has- demm;mcd that 1t is pmdcm to test all business process
iagrc and rules, ;Whl(,h :miudﬁ*x cemplmnw with all nf:cmsary laws and ',
regulations including 'specsz F’cnmm‘ mw&ea in t}w Statute zmdf‘ﬁ
C‘QMAR In addinon, Agency-necessary buamﬁss prw:mf: 1 many’ '
cases, Fma&t be mxmd 'T‘catmﬂ au,cmphshas two russions 1 doing so '*;
Tcatmg dawrmmf:s that business 1’.}!'(”)(.13%&5 cameuyvs;}ccxﬁcd dav
mcfuct work as destgtwd and identifies dxsuegmncaes imn spmﬁcatmna
and m,lual'pmgmm Eugxc which has testited 1 an’ erramly designed "
pr(}s;exs ’ ) 8 X o <

;
* sy 0 K.*n ' ) h

v
¢ i

n
t t @ M -
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The RFP»for the syst;:m contams . appmxammﬁlv 370%0 sseparate ..
requirements, many of Which must be cmss—refcrcnmd to a testing plan
to ensure the sys!cim s comphance with the requtremenz Gy .

+ s 7w * ¢ g‘ f; PR B
! W ! ‘e"“‘“‘"' ,,',. 1 *‘ :-i“ ;e

syscam presented, on} Sapte:mbetr 5,°2001 a, draft plan for. a new .
deliverable m!ed"’Ccﬁmprehmme !megmm}n Ten:tmg“ "dubbed CIT
As defined by Syscom, this proposed deliverable would consist of &
approximately 6000 fest cases, to be phmned executed and documented
at a cost of approximately $8 mullion The Steenng Commutiee 1s oot m
agreemem ‘with this pmpcmi The Steenng Commuttee beheves that a.
substantial number of msta that Syscorn mtends (o mclude 1n this new
CIT 'dehverable, \muld ‘have been included h a properly designed
WDM integration test: p!an, and/or System test plan The Steenng
Commiuttee also believe's that 4-5 fold merease mn cost per test over what
was meurred for prior’ testing, efforts 18 excessive, even with the .
industry-standard- test . documentation standards demanded by .the
Agency In addition gthe Steenng Commuttce understands that the
business rule and 1 pmm&s testing requirements would have required the
level of coverage wtended for Syscom's angnal ‘Swtem test phase,
mnce: there was mimmal tesung of this' Eype m testmg dcfwcmbics

%

[
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Syscom  indicated t,?wif their ‘System, w:sz me wauld include
approximately 2900 test cases, the Steening Commuttee beheves there -
must be dupizcmmn or, ave;dap of these 2900 thh thf: 6,000 CIT test |

AL&'&&‘}& thm are bf:mg absamamd ERA , ‘g 0ot

i e Al .

T
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Basedon this dmmp&ncy amd dxf!“c:renw*ot opmmn over 6L Toverage, |
Syscom has. a;gmed o dﬁv elop, with Agﬂnsy pariicipation,ia testing. nsk -«
assessment- wh:ch will form a foundation for effecuve test eow:mgf; .

mrrztcg,v The nisk &smsmcm will lead to an exercise in rﬁk mutigation
v'e how to mmgate ar miuac the impact of not tew% certam test cases

O '|
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. The' nmeframe esmmte: submmnd by Sysmm fﬂr wmpletmn {to plan,

bul d execute, dmumcm and report) of ﬁ‘m CIT }&sts only'1s November
2002 Afier completion uf this new phase, Synmm friust complc:ic other
ﬂlemenm 0( mtmg m{& System test phasé tsuch as cradle to gmve: K
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dastm,g,, p.xymuf »pdmnel “run” tzsxmg‘ pufommnce azmd . M

cap‘xc:sty testmg,xzctc In" addition, the Agcncxf, must complete whatever
User Mx‘:epuncn Tests ut deems are nece%;sary based 16 ehe resulls
mc&wcd during CETfSystem tesng - X
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+ Based,on these, faus, ithe Steenng Commxttcc .mm:xpdﬁes that data
conversion and s:::ruk:;lf:nng:r wm be emnducted after FY2003 15 completed
{mly 20{}3} with 4 | go- im, penod of &septemhcr-(kmbﬁr Rf)m ‘

! n§ i ii Wy 'h e !
The' posttives of ; the sxtuatmn are tha Steemng Commxtfm firmly
beheves that Syscom’ 1& dedicated to getting the' project dﬂﬂﬁ' Syscom |
has many business reascms to do so, Jﬂd certan components of the
System hzwc sucw%?u y bmm L,ompiemd suLb as the imaging system

vy V:
The Baard accepmd Mr ;Emwn s report !
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Audit Commtiee N E ‘ P iy |- ! : Pt !
Report 7o Mr Wi lmm D Brown, Chaxrman of thu Audit C Ummttiﬁ‘ﬁ reported ¢ o i
mw Commuttee’s s meeting held cmjuiy 20, 2()01 o , i ﬁxh;m b .

‘ i 1 ' "

‘& ; ’ B
Mr Bmwn reported thatMs C'tmi Boykin, Chtef Investment Officer,
had recently responded 16! t}w Internal Audit Division's draft reports in
these three areas  Upon incorporating the Inves&mem Division’s
. responses, final reports would be 1ssued I o P
. . \ x . I ol N S . e
Mr Brown stated that Imcmat Audn Dwma;m had mmp leted three
addinonial PGU reviews the City of idkama Park, the City of New
Carrollton, and the C‘.mxhne County ﬁtmrd of Educaton  Several

1

mInor errors were noted at each location . { P ,
. 1y f o
| "k ! i ; ' i ! . t "

Mr Brown noted that dumg the commuttee meeting E'i)r Alemi asked f
correclive measures were, taken when errors were discovered  Mr
Gighottt answered “that, *bz.mrc an audn 15 completed, agrwmem s
usually reached with the audxt regarding any em.epmms. noted and thc '
m:cessarv mrmctwa’ &c:tmgwg - ‘; lf: Lo SIS
i
Mr Bmwn informed the ﬂmrd that Enterrmf Audit Dwxsmn was "
ol zmnmg lo perform a rcvmw of the Agcmy 5 Strategic Syatt&m The
first part of thm review wcmid be an asw‘.smem of Syscofn's, umt fest,
- 7 ™ plan and test, msulls It was anuf:ipawd that lhe review wouh:i !anfy x
e some 'of the Agcncy 5 Lofmcms -about the ddﬁquar::y “and mmpietanc*ssw
B Syscom's 9-—ummeﬁtmé,, Land-also pmv;dc dﬁeumematmn “of FvL
deficiencies fiowd” A I cTTT .
et .» R S R "
Mr Bmwn staled thal Brown & Company 15, 'requwed o mamtain a
. 20% pc:rfermmce Bond lhmu&hem their mmmcz Ther sumw, Amwcat
Surety !nsumnce Ct)mpanv af ‘Nebraska, was dcc!zm:d mmfvent upons - by
rmnfmanun of tﬁrmmatmn of t!w:zr bond, Bmwn & Cmnp my applied

:

fora mw bnmd with Hm{urd Insurance ‘
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Mr Brrgwn also nmed thai ‘\'Lr Bmze Hanson asked abc:;m dutz:ﬂmnm;&
the finincsal viabihity {)f! a surety who' pmwdes a parfanmmc bond |

required by'a Smm mntmet ‘ Lo .

-

Mr Bmwn mi’mnm:d the erd that Mr Gu@imm noted that he had sent
a !etter to each Qf the !oml education dgenues nahfyma them of the |
upwmmg auchts rand * had also, sent themxupdmeﬁ gmdekmes for
determuning the’ ehgsb:!::y of emptoycﬂ wnmmem contmbutions for ',
slate mzmbummcm Lmdsey & Salua hadlwmp&czed five audits to- -
dale, and had also' ‘deve mped a schedule ia complete ali of the required

audmdunng the 10 month contract pz.rmd TP

s
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Mr- Emwn mfanncd thg Board tHat the next!Audit Commutiee meeling |

18 schedul led for Thursday, September "*0! 2001, Immcdmteiy tolmwmv .

the tm:ctmg, s of the' Bfwri of Trustees L !

N : Gy o

The erd m;cepwd Mr’ Bmwn 8 report "

i , [ b “‘ ‘ L : ': I ' !

Medicul Board 8 ’I‘he Btwd or mmwtg "made hy Mr @apie md qer}mdad by Dr
Reports Alem, accepted and approved the mmmmf the Medical Board 1n
connection with &pphﬁaman& of members for ﬁrdmmy, acerdental ‘md
spf:cm! retirement allowances The Medical Board's conclusions were

ached after 1ts review of the evidence provided by the claimants
P ok [ I i s .‘ | ; f . L
N J za”’: deiho 13:& Exhrhtt?
3 ¢ o
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Supplemental 9 Thé Board, on mmtmn made by Mr C&p ¢ anﬁ ﬁewndm by I)r Marm
Boud the Board unammously’ a«:cepwd and appmvc:d the supple lemental reports
of tht: Medical Board i connection with applmatmns ﬂf members for -

cwdmmy and amdtmal and special retirement at%owances . The

Medical Board's comiusmna were reached after 1ts review af the

evidence provzdﬁd by the ¢ .mmms T’m Supp lemental Rgpm of the’

Medscal Bamd rsi&shawn as, . ! . BExhibuF oo
} . ¢ Y *w ) ' !
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Other Business 10 The Board in an anempt o mmlve the mnﬂ 1ct rwer awmimg dxsahxht}/“
clarmants aucxdanml disability dc%psm thmr gmuf‘:mstmg c(:mdnm%,
which some buard members contend. m: within the ex;&ecm hcalth
c@ndumns of !h{t aging, populazmn ci:mcted staff to conduct a survey '
régmix ng how ather Stam h«m&lc the 1ssue uf Ordamry"and%mdsmal*
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T dxsab:liw,,m 1y, m‘“dntc:rmme whethcr thé wm:m law 15-too-restrictive
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