The Board of Trustees for the State Retwement and 1’mszm System of Maryland met in the
Bowrdioon of the SunTrust Bulding, 120 East Balumore Street, Balumore, Maryland, at 9 30
am There were present Richard N Dixon, Chairman, William Donald Schaefer, Vice-
Chamrman, Arthur N Caple, Jr, George R Tydings (via teleconference), Debra B Humphrnes
{via teleconference}, William 1D Brown, Carl D Lancaster, Colonel David B Mutchell, Major
Morns L Krome, G Bruce Harnson, Alr A Alem, Trustees, and Peter Vaughn, Secretary
Agency stall members also attending were Deborah Bac,hamr:h Robert Feinstem, Rachel
Cohen, Asssstant Auormeys General, Carol Boykin Chiel Investment Officer, Tracey Ray,
Deputy Chief Investment Officer, ] Howard Pleines, Direcior of Legislanion, Rich Harnison,
Chirel Frrancial Officer, Thomas Geghotny, O heef Inmmdl\m}d:mn Gwen Mulkey, Executive
Associate, and Gary Senbner, Chief Information Officer
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MINUTES C}}* MEET iN(J

November 15, 2081 ?
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O monon made by Dr! Alenu :méd seconded by Vice-Chamrman Schaeler, the
Minutes of the regular meeung of the Board of Trustees for the Stte
Retrement and Pension System mf’ Maryland, held on October 16, 2001 were

approved
i

On motion made by Vice Chairman Schaefer and seconded by Dr Alenu, the
Minutes of the sgw:w% mmmg of the Board of Trustees for the State
Retrement and Pension System) of Maryland, held on November 6, '}C){}l
were approved i -
i ’;’

Mr Arthur Caple, (”hmmmn m the Investment Commstiee, reported cm
the Investment Lummnm mu:s:mg held November 9, 200H Amdmmm.ﬂ

Mr Caple advised the Bmm that Mr Bill Miller of Legg Mason prmxds,d 3:1
overview of domestic aqmw markc:ts. with the objective of putting the wems
of 9/11/01 mto perspective Mr Mttler also responded to questions on two of
the System's holdings with (‘Iaw action wmpheations - \’&‘Mic’: Management
and Enron ;
!
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Mr Caple advised the Board that \thu Comrmuttee recommended approving E.hL
appomntment of a new Chauman and Vice Chairman plus additions to the
membershap of the Re:al Estate Sub Comnutiee  Mr Lancaster was appmmed
as Chanmnan Mr Hamson was added as 2 member of the Sub-Committee,
and he was alsa 4pmmwd as Vice Churrman Ms Humphnes was agsgmmted
tr the Sub-Commiliwee, ‘.md Mr Dixon's membershup on the Sub- Commmm
was formalized The Sub-Commuttee now consists of § members mcindw?g
Vice-Charman ‘iahacfﬁr On motion made by Mr Dixon and seconded t?;-f
Dr Alems the Board mwﬁ ummmausly 1o approve the appomiment 10 o new
Charman and Vice Cﬁhmmmn plus additions to the membership of the Real
Estate ‘iuh-v(?ummmm I . ;

6

Mr Caple then advas:cé the erﬂ that the Computtes rﬁ:mmmndgci
appraving (he appomtment of Mr Lawrence Bach o one of the Systemt’s| 3
seats on the Board of the Maryland Venture Capital Trust Mr Bach will ﬁ

a vacancy that was created by the expwrauon of Mr Patzwall's term f)n
motion made by Mr Caple and seconded by Mr Lancaster, the Board mmd
unammeusly to approve the Investment Commutiee's appomtment of Mr
Lawrence Bach to the Board of the Maryland Ventyre Capital Trust

Mr Caple reported the Committee reviewed the System’s response (o &ﬁ;uf:
Jont Pension Commuttee and provided supplemental information on the
health of the System

The Comnuties agreed to refer review of the DLS request for a wntten asset
allocation policy to the Investment Operations Manual Sub-Comenitee It
was noted that the Sub-Committee plans to complete s review of the entire
manaal before refeasing any updated sections

The Comnuttee responded to the DLS recommendation to hure an investment
consultant by asking staff 1o study the use of consultants by is peers (as
defined 10 be public pension funds of similar size to the MSRA)

The Commutiee asked staff to provide an analysis of the TUCS driverse at its
next meeung i December 2001 At such ume, the Commutiee will decide
whether to accept the mm' repart or engage ¢ consultant for further study a‘
the matter  Mr Caple sm.ssm that the driving force behind Board actions to
date has been the hymem s own nussion and objectives
| i
The Commultes asked for a mﬂdsﬁe:d peer asset allocation chart, which shows
the System's wlgmmgx as of (3!3(MX) as well as the NASIO weightimgs 05 of
6/30001 once NASIO rf: cases tlm nformation
The Commuties r&mrmnx:.ndm thm creaon of the Systeny's own peer urverse
with a combination of 4-5 m;ghbwmg pension funds and 4-3 pension funds
1 the $25-35 billion size range
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Mr Caple advised the Board e::f a ie:twr 1o the System from Chapman Capita
Management, Inc ‘ll‘us letter was in response to Staff’s mquiry related to
record low price far C mprmn 5 stc:sek Mr Caple stressed that the secunties
were not al nsk, smee me) aren safu keeping at the Custody Bank
Mr Caple reviewed Lhc System's Perfurmanu, As of 1073101, the marke
value was estunated (o bf: 3271 bx won Thus figure has been confirmed As

of 11/13/01, the un-auduted esumate s $29 4 illion
Mr Caple reported 1h§x munutes for the October 12, 2001 meehing were
approved with two mumor amendments

| !
{

My Caple stated that ‘v!r Lancaster requested broker specific data related to
the System’s bmkera‘zga pohicy This request was forwarded to the Mmemv
Sub-Commuttee for consideraton and the potential development of a new
reportmg format

&

-4

Mr Brown asked whether or not the Board signed a release of informatian
with State Street so that iformation could be released for the TUCS report
Ms Boykin rephed that she would find cut

¥

Mr  Harnson stressed that hef made a motion during the Iﬂwsu’mm
Commitice meetng mat would provide sn analysis of TUCS at at's m:xr
meeting i December 2001 At that ume, the Commitiee would siwde
whether to accept the xtaB erun or engage a consultant for further study of
the matter } i
Vice-Charrman Bumfw stirted !hdl he was embarrassed by the Sun arucle of
Novermber 15, 2001, hé also noted that nstead of ignorning the TUCS repem
the system should be finding out why we were last Vice-Chauman Schaefér
also noted that he telt that the lutc&r to the Pension System Members should
have gone out night away and ;hat the System needed good public relations |

Mr Harnson stated that the Board letter should have gone out immediately
Mr Harmson also staied "we Emk bad™ and that the Agency must restore
confidence in the ‘symm
Mr Lancaster stated thss 15 wmma business, changes are going to take place
enther from witlun or without  Mr Lancaster then stated that the Board must
mighe posilive changes with mpc:u 10 the Trustees Mr Lancaster stated that
there will be no favorism in the §<.if:tnr:m of managers

H
i

The Board accepted Mr Caple’s rif:pm

i
}
i
i
i




Amin Springs

(Remanded Case) 2001, Board meeting

REGULAR Sh&blﬁ\i
P
Esecutive 5 Mr Vaughn informed &hn, Eimrd thm the letter whuch the Board Members
Drector’s Report Dirceted Agency Staff 1o draft had been completed and awatted therr &pprm}il

!
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4 Al the claimant’s request, Mr Spning’s case was deferred unul the December

On motion made by Colonel Mitchel] and seconded by Mr Brown, the Board
unamimously voled 1o meet i Execuuve Session 1o recerve fegal advice fr(}m
#s Counsel  State Govcmmwt Amcie Section H:-508(a0(7) avthorizes Ihﬁt
Board to meetin ctmcd wsemn to consult Counsel to obtamn !agal advice |

¢
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En‘{f'(,UTWF SES&!{}‘\J

’1
The Board met i Executive Sesswon at 'E? 55 am i the SunTrust Building to receive
legal advice  All of the persons prf:wm al the hegmnmg of the meeting were present
mn Executive Session except Mitchell b@fdun The Board adjourned us Executive
Sesswon at [ 25 am and returned to mgu ar sc«*qrcm to complete the agenda

é

and signatures  The gurpm; a‘:f' the letter was to address any concems active
and retred System mcmbefm ma;y ‘have in Light of recent press coverage of the
Pension Fund [ Anachment B

P

Vice-Chawman Se.h&ufu twchd concern that the letter had not been sent
out earhier, and stated he held Ms  Boykin and Mr Vaughn responsible for lhc
defay m mathing the !euer \fr \«’aughn gave tus assurance that he wauld
secure signatures of thc: «mzm. {Board and send the bazster to print that
afternoon ¢ | i

% o

Mr Vaughn asked Mr Rmk Hamsz:m, the Agency's Chuef §Fm¢m¢m! Officer,
the update the Bomd m\ llh:’: Wmdamnf Starewide Cost Reduf.dcm Trtiative

| éﬂmhm}_i_
Mr Harmson advised tm Bc:m’f as 1o how the Agency pifms ta umplement th
statewrde Cost (f‘mm.uumem Im[mm resultmg m approxmately 3923, 00
dollars

=6

Addionally, Mr Harnson advised the Board that a second wave of cost
reductions that could result 10 an addional 5% reducuon contingent upon the
State’s December revenue projections

Mr Lancaster expressed fus concerns over the Stale imposing bmﬂgr;:!
reductions on the Agency, since our funding comes from vestment wcome,
not State general funds

The Board sccepted Mr Vaughn's report
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Mr Witham D Brown, Chawrman of the Executive Compmlttee, reported
on the regular meeting he!é Ncwcmbér 6, 2001 Adtachment D
Mr Brown informed nhc Board th;u the Executive Comtmitiee recerved two

additional requests from members of the Law Enforcement t)f‘ﬁwrs

Pension System (LEQPS) for a heaning to address therr membership in ziw:
LEOPS Deferred Retirement Option Program (DROP)  The two retirecs
Sergeant Witlam E 1Lyda and Ranger David C Tull want the Board to
extend thar participation 1n DROP 1o the maxsmum five years, and o
permut cach to return m ﬁmp!uymem after their DROP penod closes

Mr Brown noted that the law 15 u.rv clear on DROP parucipation  Pension
law establishes the fenyh of | pd:"mm;mnm For Sergeant Leyda, hxs
maximnum participation 15 41 momha For Ranger Tull, the penod of DROP
15 32 months  To grant an extension to five years would be a violation of
State law :
Mr Brown noted for the Board members that both Sergeant Leyda as’:d
Ranper Tull could remm to State employment after DROP ends  Exisung
law gives them that right although they would not be ehigible 1o carn any
addiional State provided penston benefits

Mr Brown asdvised the Board that the Executive Commuttee recommends
that Mr Vaughn's demal of the requests for hearing by Sergeant Wilham L
Leyda and Ranger David C Tull'be upheld On motion made by Mr Bmwn
and seconded by Magm Krome the Board voted vnammousty that \‘Ir
Vaughn's demal of the FGQNE‘:!\ ‘for hearmg by Sergeant William E Lc,yda
ard Ranger David C Eu be upheld

i
i
i

Mr Brown indwated mat Mr Puu* Vaughn recewved a request from a muréd
member of the Tmuheru. Retwement System (TRS) for rebef from Ehx‘i‘:
carnings hnutation mqumrsmt for a teacher who clected an carly &umw
retrement benefit and returned to classroom teaching  Under current {wsnsma
faw, Ms Schiesz was subju:t m an earmings hnutanon dunng her first 12
months of retirement fi

Mr Brown stated that' Ms Schiesz retred from Cabvert County Board m’
Educatron 4 months &hv of 30 ymm of service  Prior to her retirement, she
arranged with Calvert County m returnt to classroom teaching at & salary {:rf
$42 088 Ms Schiesz mmf:nds mzst she was not advised by her employer ¢ or
the Retrement a”sgency of the cammg‘: limutation that apphed dunng the f‘m.t
12 months of her rcnrumm because of her decision to retre :mf&y
Therefore, she docs not believe that she should be subject to an offset of her
pension Mr Vaughn stated thatithe “excess” earmngs m the first 12 months
of her retirement Lotaled $14,813 46

?
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Mr Brown reported &Emt the Commuttee suggested that Ms Schiesz’s mam::«vt
tor relief be deferred mml the next meeting  During the nterim, staff was m
work with Ms Schiesz to determune if there can be a resolution to her wmtm
dilemma  The Executive Committce asked Mr Vaughn to meet with M&
Schiesz o try resolve urus 1550 zmd report back to the Executive Commitiee
in December on the n:wiw

Mr Brown advised the Board !hat Mr Gary Scribner would give a progress
report on the Strategic Systr:m project

Mr Scribner gave the mttmwmg report

From a positive mmcipmm the Agency has seen much progress on wc:srk
related 1o the Payroll process, which has been o major effort durng the past
several vears In addition, the Agency recently recerved a document
describing the Transfer of Service process i the system Documents from
both efforts are under 1riwns.¢: Agency review at thrs time (

On Monday, Nmembcr 5, 2001, Syscom submutted two formal change nrder
requests to the Agmcy Change Order Request 120, for approximately 54
muthon, 15 a task titled “Assess the Current Suwation of the Strategic ‘iyﬁmm
Development Project - Tnwiative to Refresh Functional Reqmmmenm.
Research MSRA Issues, Provide *Admw::ma ¥ Techmeal Trumng and Pre:pm
o Vahdate Converted Legacy Dau“ The second, Change Order 119, Far
$880 thousand, represents work t it Syscom states it has already mmplmd
0 “Investigate and th Cor mpmimm;nc Integravion Testing”™ %

Thus “reqmmmmm!dealgn rccwc,w" task, by Syscom’s estmate, would
require approximately 5 months (o complete At the conclusion of this »e:ffm
all design gaps and deﬁﬁumnc&.s should be wdenufied, resultng in follow mr
effort on the mntmazw 5 part beyond the five month period to correct thze
deficiencies Syscom %m already informed the steenng commuttee that further
chunge order 1equests vemxki be subnutted for “correction” of the software,
onge agan chunung thm the wori. 15 out of scope and additonal cost

The Steenng € ammmgc has ;m"fo::xmzcd a prelumanary evaluation of tf x;
* requirensents/design temvary m,s:k pla The plan’s basic outhne has merit
However, some detals, 1 particy !ar the tight schedules for Agency review df
deliverables, would require modification This assumes, of course, that there
15 no cast o the Agency for this work to be done

i
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The Steenng Commutiee has nos plmq 1o approve and/or ask for a contract
modification 10 provade additional funding for any of the dfw:mzmmned
change orders, beheving wholeheartedly that the contractor 1s cmtmcmaii)
responsible for ensurmg that the requirements and resultant design are
correct The Steermg Committee 15 consulting with the Agency’s legal
counsel and other parties to determine what s the best path to take from thzs;
pont forward from a mhmml financial and legal position

Mr Brown staed mm xhc Executive Commutice revisit the issue of
mcluding the so-called 415 hmts on the purchase of certam service credata
n the legishative przm;mw s submait to the Jomt commttee on Pensions He:
noted that State law permuts members to purchase up to 10 years of wmm
types of service creduts at full t cost (employee and employer costs) Federnl
law, however, may hmet the purchase of service for members hred after
July |, 1999 and for Pifm amendments made sfter August 5, 1997

These conflicting proy isions have led to confusion among the ms:mbmhxp
and partipating emp!ﬁ}em The Executive Commuttes suggested that thc:
Bourd clanfy State law to comply with federal law and, at the same ﬂm&
notily our federal deiﬂgalmn of the board"s concern with these fr:ﬁ»l;rxr:xtc:m:sE

vs

The Executive ﬂ:rmmm«:e recommends (o the Board of Trustees that ihr:
legaslative proposals submutted to the Jont Comimuttee on Pensions include
language to it the purchase of service credits as 1s mandated by federal
faw  On movon made and duly seconded, the Board voted to mclude
language to fumat thr.: purchase of service credit with the Mgw!at;éa
proposals In addion, the Retvement Agency will draft a leuer for thf:
Board to Maryland's elected federal representatives voieng the Board]s
concerns with the hmummn placed on the membershp to purchase service
credits

The Board accepted Mr Brown's report

The Board, on motion mad&r by M:ucar Krome and seconded by by Mr Caple,
voted unammously to nppmw: lhc" reports of the Medwal Board i wnnecima
with applications c:st membas for ardinary, accrdental and special mm«..,mmt

allowances The Medacaﬁ Board’ s conclusions were reached after s rev ew
of the evidence provided by the dmmmm Atlachment E
H

i
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unanimously to approve the mppkﬁimmaﬁ reports of the Medical Board 1o
connection with appl:mu::ms of members for ordinary, accidental wrd 5peuzzl
renrement allowances | The Medical Boards canclusions were mach«zﬁ aft

its review of the evidence pruvxécd by the claimants
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ﬁasmctfmlly subrmatted,

Peter Vaughn, Secretary
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The Board, on mation m.&de by f)r Adermu and seconded by Mr Brown vmed

There being no further business, on motion made and duly scconded. the Board adjourned at

i
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