BOARD OF TRUSTEES
FOR THE

STATE RETIREMENT AND PENSION SYSTEM

OF MARYLAND
MINUTES OF MEETING
September 17, 2002

T-e Bourd of Trustees for the State Retuement and Penston System of Maryland met in the

Foardrcom of the SunTrust Buldding, 120 East Baliwmore Street, Baltimore, Maryland, at

£ ym There were present Vice Charrman Nancy K Kopp, T Elmse Foster (via tele-
conterence), Arthur N Caple, Ir (via tele-conference), Debra Humpheses, Willam D

Brown {via tele-conference), Carl D Lancaster, David Rakes, Major Morris L Krome., G
Broce Harmson, Dr Al A Alemu, Trustees, and, Peter Vaughn, Secretary, Margaret A
FJury Renrement Admuimstrator  Agency Siaff members also altending were Deborah
J.charach, Robert Femstem, Carla Katzenberg, and Jil Lemer, Assistant Attorneys

General, Carol Boyhin, Chief Investment Officer, Howard Plemes, Legistative Director,
“howas Gighott, Chief Internal Auditor, Mr Joseph Coale, Pubhe Information Oftficer,
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Tary Scribner, Chief Information System Officer, and Gwen Mulkey, Executive Assocate

also present were Mary Jo Newile, Maryland State Teachers Association, Anne Gawthrop,

Epartment of Legislative Services, Wilham Kahn Principle Counsel of Contract Litgation unat of the

Altorney Gereral's office, and Dana Reed, Deputy Counsel of the Contract Linigation umit of the

af the Comptroller

Altormey general's office, and Kathy Morns, Assistant Attorney General, and Dean Kenderdwne, Office

Treasurer Kopp welcomed Mr Vaughn following his back surgery

i

e

5
5
e

w

B Lt e

U

On moton made by Mr Lancaster and duly seconded, approval of the
Minutes of the regular meetng of the Board of Trustees for the State
Retirement and Pension System of Maryland. beld on August 20, 2002, was
deferred until the October Board of Trustees meeung i order to make
cormections as submutted by Mr Lancaster Jt was noted that the Second
correction requested by Mr Lancaster was not necessary because there was
no Audu Commuttee Meeting on July 16, 2002 The thurd 1lem was not part
of the Regular minutes but was recorded dunng the Executive Session portion
of the Mmutes

On motion made by Mr Brown and duly seconded approval of the munutes of
the Executive” Sessiar of the. Board of Trustees for the State Reurement-and
Penston System, held on ‘August20 2002 was deferred to the end-of-the
agenda o ot

®

&



Sad

Barara haoe

. |

— Lood Barg-Vecaver 4

Fafeeord Blaveock 5

Spat Bl &

|

The Hwarét considered the report of the Admunistrative Law J udge n
conpection with the claum of Barbara Moore, for ordinary disabihty benefits
The repcm;mclwded a report by the Medical Board. clanrant's exceptions, and
refated medical documentation

The Medical Board demed Ms Moore's clam for orchinary  disabidity
retrement benefits based on their determination that the medical evidence
submutted by Ms Moore did not substantiate that she s permanently
mcapaciated from performung her job duties Ms Moore appealed the
Medical Board's decision

Caroline Gallaher, representing Ms Moore presented her arguments oppostng
the Agency's position and the Admumstrative Law Judge's recommendations
Ms Jill Lemer, attomey for the Agency. addressed the Board and argued that
the Board should accept the Medical Board's report Following discussion,
the Board deferred further consideration to Executive Session

The Board considered the report of the Admumistrative Law Judge m
connection with the clum of Lind Bara-Weaver, for acerdental disability
benefits The report imcluded a report by the Medscal Board and all related
documentation submutted by parties to the Adnumstrahive Law Judge are
presented

The Medical Board denied the claim for accidental disabthity relrement
benefits based on their deterrination that the reported accident was not the
direst cause of the Clarmant’s disalnlity

At the request of the Claimant, the case was heard on the record Ms Jill
Lesner, attorney for the Agency, addressed the Board and argued that the
Board should adopt the Admnsstratve Law Judge's recommendations
Following discussion, the Board deferred further consideration to Executive
Session

Al the claimant’s request, Mr Maycock's case was deferred unud the
December 2002 Board meeling

The Board considered the report of the Admmstrative Law Judge m
connection with the clum of April Elhs, for accidental disabibity benefits
The report, mcluded a report by the Medical Board and all related
documentation submutted by parties (o the Admimstratve Liw Jidgé are
p:cs;enmd; e .
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Dr Mﬁngu informed the Board that he would abstain from Ms Elhs's case
because hw:. 15 acquanted with the clumant Mr Andrew  Mecham,
represenung Ms Blhs presented Ins arguments opposing the Agency's
position lamc‘l the Admimstrative Law Judge's recommendations  Ms Carla
Katzenberg, attorney for the Agency, addressed the Board and argued that the
Board should adept the Admumstrative Law Judge's recommendations
Following discussion, the Board deferred further consideration (o Executive
Session
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Mr Arthur Caple, Chairman of the Investment Commutiee, reported on tems
discussed at the Board Retreat on Solomons' Island  Mr Caple requested Mr
Robert Feinsten review the discussion relating to class action suits as
discussed at the Retreat Mr Femstein remunded the Trustees that the existing
Board policy is to be passive n nature A recent audit of recovenes indicated
that State Street 15 performing very well in recovering funds for the System as
part of these suits The discussion at Solomons'Island pertaned 10 altening the
current policy to consider becormsng Lead Planuff and possibly recover more
momies 11 class action suits mvolving the System

Mr Fewstein stated that legal staff advised the board on August 2, 2002 of a
process the Board could uthize 1f it decided to became maore active
Anachment. 1

Mr Harnson questioned why the Board would want to pay an addimonal cost
10 momtor these cases when its has been noted that State Street 1s domg an
excellent joh n recovening funds for the System Ms Boykin noted that this
would be another type of monitoning separate from State Street’s capabrlities
which, i part, would determune 1f the Board should become more active m
these suits  Major Krome asked if, m effect, State Street monnored after the
fact, and was answered m the affirmative  In some cases the Board might
petition 1o be the lead plamuff Ms Boykin noted that the evaluators would
look at the cases and determune 1f the case should be pursued by the System

Mr Harmison asked if the Auormey General's Office had determuned whether
the Board would have been lead plamnuff i any smt Mr Femstemn indicated
that no study had been done The mega-cases require the largest investor to be
the lead Mr Lancaster suggested that 1s not always true, indicating the sust
agamst Waste Management as an example

Mr Caple mononed to adopt the recommendation to establish a claims
momitor, an evaluator and clasms attorney as presented to the Trustees at
Solomons’ Island Mr Lancaster suggested that the motion be amended to
require the preparation of a policy statement to bring to the Bourd i October
with all steps for the Board's review, including an appropnate threshold for
nvolvement in suts Ms Bacharach noted that the momtonng process would
oceur through the Investment Division and not the Attorney General’s Office
Mr Lancaster and Major Krome nofed the need for a wntten policy  Ms
Humphries and Mr Rahes expressed the need for more details on the propasal
before the Board 1akes action

With Mr Caple's approval to withdraw his onginal motion, the Board voted
to accept Mr Lancaster’s alternative motion that staff draft a policy statement
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nvolving class action suits to present to the Board at 1ts October meeting

a) Investment Operations Manual Sub-Commuttee report - Ms
Humphries mformed the Board that the [OM Sub-Commuttee 15 i the
process of documenting the differences between the outdated policy
and Institutional Shareholder services (ISS) standard policy for pubhic
funds Ms Humphnes stated that the goal 15 to update the proxy
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b) Mmnonty Brokerage Sub-Commutiee - Ms Humphnes mformed the
Board that the Sub — Commuttee 15 1n the process of reviewing
domestec  equity  transacuion  COSES for total plan with Elkms
McSherry, and reviewing results of directed brokerage program for
Maryland and munority broker targets Mr Lancaster stated he hasn't
seen brokerage reponts recently

¢} Minonty Parucipation Policy Sub-Comumuttee ~ Mr Rakes stated that
the drafi of the pohicy had been completed and that the Sub-
commuites was awaiting legal review of said dratt

d) Real Estate Sub-Commutee — M Lancaster presented a summary of
Lasalle's financing proposal that shows the cash flow projections and
return enhancements for two properties using a 50% loan to value for
each property The Sub-comnutlee discussed the proposal and
decided to defer action untl the ssuc of remvesung the Joan proceeds
in new acquistions 1s addressed

Next, Mr Lancaster stated that the sub-commtice received a staff
report concermng the legal and regulatory constraints on the Dhrect
Ownership Program with the Board's expansion of the real estate
yvestment scope to the Eastern Time Zone of the United Mr
Lancaster expluned that the uming nf the property acquisition
authorization by the State Board of Public places the Program at a
compettive disadvantage with other mstitunonal real estate mvesiors

Finally, Mr Lancaster informed the TBoard that the Sub-commitice
receved a staff report regardmg the real estale acquisiion
opportunities duning the last 18 months and their latest status

Mr Vaughn agan thanked Margaret Bury and scuor staff members for
keeping the Agency running during his absence  Addwonally, Mr Vaughn
thanked the Board for therr kindness and patence

Mr Vaughn reported the legislative audit 15 approximately 95% complete for
testwork and entirely done with mam financul statements The Comphance
audit 1s 95% complete excluding the Strategic Systems Contract review  No
reportable 1ssues have been wenufied to date The Completion 15 scheduled
for November 1% mcluding the Actuanial data

Mr Vaughn adviged the Board that the Board Governance and Pohcy ssue
will be discussed at the October Executive Commutiee Meeting ~All Tristees
are encoutdged W aténd and provide 1nput mto the RFP ==« e oo
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Mr Vaughn stated that the Actuary will be mt the October Board meeting 1o 7
review the Actuarml valuaton for year ended Jume 30, 2002 and will

recommend contribution rates of FY 2004
i

Mr Vaughn noted that the annual member benefit statements will be i the
mat! by the end of September
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Mr Vaughn advised the board that s the comung months there would be
addinonal Disabihty cases for the Board to hear and decide to heep up with
ncreased claims

Treasurer Kopp requested that i the future Mr Vaughn's report be presented
to the Board m wnting  Mr Vaughn stated that he would comply with the
Treasurer's request

No reports were necessary for the Ad-Hoc Communicanons Comimatiee and
the Ad-Hoe Benefit Improvement Sub-Comyrutiee because no meetings were
held

Mr Vaughn stated that the Agency recerved a favorable outcome of the
appeal of Ted Smuth versus the State Retwement & Pension
Systemn of Maryland Auachment 2

On a motion by Mr Rakes and scconded by Major Krome, the Board
accepted the reports of the Medical Board 1n connection with appheations of

members for ordmary, accidental, and specral retirement allowances
Auschment 3

On motion by Major Krome and seconded by Dr Alerm, the Board accepted
the Reports supplemental reports of the Medical Board 1n connection with
apphcations of members for ordmary, scoidental and special retirement
allowances Attachroent 4

On motion made by and seconded by Mr Rakes and seconded by Major Krome, the Board
vowd to meet 1 Executive Sesstion, with a unammous vote to consider the following
matters dehiberations regarding the disability appeals, obtan legal advice and discussion
with staff and counsel regarding potenual hugaton  State Govt Arucle, Secuon 10-
503(a)(1) aushonizes the Board to meet m closed sesmion to exercise a quasi-judicial

funchon

Section 10-508(a¥7) authorizes the Board to meet m closed session lo obtam

tegal advice, and Section 10-508(a)(8) authorizes the Board 1o meet in closed session to
consult with stafl or other indwiduals about pending or potential litigation
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EXECUTIVE SESSION

The Board met 1 Executive Sesston at 12 15p m 1 the Boardroom of the SunTrust Building
al 120 East Baltumore Street to consider the appeals of Barbara Moore, Lind Bara-Weaver, and
April Ellis, to discuss pending or potential htigation, to obtain legal advice, and the investment

of public funds

All of the persons present at the beginming of the meeting were present in

Execulive Session except the followmg Mary Jo Reilly, Anne Gawthrop, Jill Liener, Carla
Katzenberg, Barbara Moore, Apnl Elbs, Carohine Gallagher, Andrew Mecham The Board
adjourned s Execotive Session at 1 40 p m -and retumed to regular session o complete the

agenda
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REGULAR SESSION

The Board considered the record of Barbars Moore Following a discussion,
on motion made Mr Hamison and seconded by Dr Alern, the Board voted
unammously to remand the case to the Medical Board The Board directed
that a new IME be performed by a Doctor mutually agreed upon by both
parues

The Board considered the recond of Lind Bara-Weaver Following a
discussion, on motion made by Dr Alems and secended by Mr Rakes, the
Board voted unammousky 1o accept the Admumistrative Law Judge's Proposed
Findings of Fact and Conclusions of Law and deny Ms Bara-Weaver's
request for acordental disabedity retrement benefits

The Beard considered the record of Apnl Ellis Following a4 discussion, on
mottion made by Major Krome and seconded by Ms Humphries, the Board
voted to accept the Admimstrative Law Judge's Proposed Findings of Fact
and Conclusions of Law and deny Ms Elhs's request for acadental disablity
retirement benefits Dr Alemy abstained {or reasons previously stated

There being no further business, the meeting adjourned at 3 00pm e
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Peter Vaughn
Secretary to the Board



