Minutes

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

MINUTES OF MEETING

August 19, 2003

The Board of Trustees for the State Retwement and Pension System of Maryland met m the
Boardroom of the SunTrust Building, 120 East Balumore Street, Balumore, Maryland, at 9 01
am There were present William Donald Schaefer. Chavrman, Naoey K Kopp, Vice-Char,
James C DiPaula, Nancy § Grasmuck, Witham D Brown, Carl D Lancaster, Morms L Krome,
David B Hamilton (via conference call at 9 352 m), Ah A Alemu, Trustees, and Thomas K
Lee, Secretary  Agency Staft members also atteading were Maigaret Bury, Retrement
Admmstrator, Deborah Bacharach, Robert Funstem, Rachel Cohen and il Lemer, Assistang
Attormeys General, Victona Willard, Acting Chuef Investment Offices, Howard Plesnes, Diwector
of Legislation and Research, Sherlynn Matesky, Deputy Drrector of Legislation and Research,
Thomas Chghiott, Chiel Inlernal Auditor, Arthur Broadwick, Acung Chiel of Finance, Jeanme
Abramson, Acting Chief of Fuance, Calvin Kiser, Director of Techmical Services, Harvey
Ratzvk. Deputy Retrement Admumstrator, Richard Gawrych, Director of Member Relanons,
Joseph Coale, Public Information Officer, Gary Senbner, Cluef Information Officer, Monica
Bias and Shirley Hartnett, Executive Associates

Also present were Dean Kenderdine, Steve Cummungs, EnmsKnupp, Elzabeth B Shilling
James Chason, Attorney for Carroll County, Kimberly Mullender. County Atiorney, Eugene
Curfman, Comptrolier. Wiiham Bates Bureau Chief, Benefits. all representing Board of County
Compmssioners, Caroll County and Mike Heale, CEM

l ; On motion made and duly seconded. the munutes of the regular meetng of the
Board of Trusiees for the State Reurement and Pension System of Maryland,
held on July 22, 2003 were approved with the following change

The Board considered the appeal of Lucidle Moore  Following a discussion, a
motton was made by Dy Alem Lo remand the case o the Medical Board for
further consideration  The motion faded for fack of a second  On motion roade
by Secretary DiPaula and seconded by Mr Hanulton, the Board voted to accept
the Medical Board report and demy Ms Moore's request for disabihity

retrement berefits B Aleand registered a Nay vofe.

Executrve Commattee 2 On motton made by Chawman Schaefer and seconded by Dr Grasmuck, the

Appouiment

Roard approved the appomntment of Mr David B Hamulton 10 serve on the
Executive Conwntiee

@,



Investment
Cormmttee Report
and Recommendations

Mr Arthur Caple, Charman of the Tnvestrent Commities, reponted
on the meeting held August 8, 2003

On motion made by Mr Caple and seconded by Dr Alem, the Board approved
the Commuttee’s decsion o appomnt Ms Victorra Willard to the posihon of
Acung Chief Investment Officer

On motion made by Mr Caple and seconded by Secretary DiPaula, the Board
accepted the Commtiee’s recommendation 1o fil & vacancy on the Maryland
Venture Capital Trust’s Board with Magor Morms Krome, and to retun the
other vacant posihion for the new Chief Investment Qfficer position

Mr Caple reported that ot the Investment Commites meeting Enmskoupp
reviewed the watchhist and no action was tahen

Mr Caple announced that Major Krome was added to the Investment
Comnmttes at the last Board meetng

Mr Caple reported that Ms Willard reviewed the TUCS report and noted that
the System ranked n the 75" percentdle wmong public funds with market value
greater than 31 O buthon

He also noted that Ms Willard provided the Investment Commuttes with an
analysis of manager fees  She reported that because the System will no longer
manage assets imermaltly, and since a Jarge percentage of assets are mvested
mdex funds, the fees pmd will not change substantially, but the average
werghted foe 15 projected o decrease 10 basis points

On moton made by Mr Caple and duly seconded, the Board voted 1o accept the
Investment Comruttes’s recommendanion to move the separstely managed fxed
tcome index fund nto State Street’s commmungled fund

Mr Caple indwated that the Investment Commuttee had passed a monon to
work with EnusKnupp o rebalance berween equity and fixed meome in order
to keep the System close to s targets Ms Willard stated that the market had
rebalanced the (otal equaty and fixed weome to the Board's targets  Major
Krome indicated s concerns specifically wath rebalancing domestic equity 1o
s tarpet of 49% Mr Caple suggested that the ssue be referred back w the
Investment Cormuttee .

On motion made by Mr Caple and duly scconded. the Investment Committee
recommends to the Board that it accept EnnisKnupp's recommendation to keep
the 85GA Barra Growth Index portfolio mstead of iquidsting the assets o fund
other managers The remamung assets in the US Equty transiion account are
1o be used to fund the ewo new U 5 Equity managers
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Executive
Comrttee Report
and Recommendations

On motion made by Mr Caple and seconded by Dr Alemu, the Board accepted
the Investment Commutiee’s recommendation to mcrease the target allocation
for private equity 1o 2% of the System's assets with at least 80% of the 2% mn
fund of funds No more than 20% of the 2% s to be placed m hmted
partnerships, with each hmuted partnership beng subject (o review and
evaluatien by an mdependent expert  Major Krome, Mr Brown and Mr
Lancaster recorded pay votes

The Board accepted Mr Caple’s report

Dr Alemu reported on the first two stems of the regular meeting held on
August 12,2003 Morns Krome, Vice-Chairman of the Execative
Commuttee, reporied on the remainder of the Executrve Commutiee ftems

On motion made by Mr Caple and seconded by Mr Lancaster, the Bourd voted
1o accept the Executive Commuttee's recommendation to accept the Retrement
Agency's FY2005 budget request, including two recommended enhancements

On motion made by Dr Alems and seconded by Treasurer Kopp, the Board
voted 1o accept the Executive Comymitice’s recommendation 1o approve the
extraordinary salary mcreases, and the corresponding benefit increases, for
Pedro Albrecht, Lynn Berheley, Kathryn Jamszewshs, Marsha Eiben and James
Hook Charrman Schaefer registered fus concerns that regular eraployees have
not recerved any salary mcreases within thie last several years

On mouon made by Major Krome and seconded by Mr Caple, the Board voted
10 accept the Executive Commuttee’s recommendation to approve that the Town
of Oakland be permutied to elect a 10-year payment schedule for the addivonal
habihues resulting from the enactment of Chapter 39 of the Laws of 2003

The Executive Comgmtice discussed the extension of Milliman USA's actuanal
contract this month  With the Executive Commuttee’s approval, Mr Lee
deferred this dem until October

On motion made by Comptroller Schaefer and seconded by Treasurer Kopp, the
Board voted to accept the Executive Comimitice's recommendation that routine
requests for retiree names and addresses be provided without costs (o approved
employee organizauons, furthermore, the Reurement Agency may charge @
reasonable fee for reports on retiree names and addresses when that request
requires the Agency o modify or wnite a program  Major Krome and Mr
Brown registered a Nay vote T
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The Minutes of the Executive Commitiee meeting are shown as Exiubi A

The Board accepted Major Krome's report




Presee

Executive 5
Durector’s Report

Mr Thomas K Lee informed the Board that second interviews were conducted
for the Chief Investment Officer posinon A candidate 15 expected 1o be
presented 1o the Board at s September meeting

Mr Lee updated the Board regarding the resignation of Rhonda Jones, Director,
Human Resources Ms Sara J Miller has been lired contractually to fill ths
posttion, temporanly, on 3 part-time basis

Mr Lee noted that the Strategic Informaton System Brefing document had
been sent 1o Board members and requested comments from members

Joe Ceale distnbuted a memorandum to the Boand outhimng specifics for the
ypcorming Board Retreat scheduled for Friday, September 19, 2003 The
nemorandum provided a tentalive schedule and directions to the retreat

Marge Bury reported on the status of the EFT leter campaign To date, of the
anginal matling of 12,000 letters, only 624 retired members have fatled to sign
up for the EFT program or request a waiver The Agency sull 1s recewving
approximately 5075 applcavons daly

Mr Lee reporied to the Board on the Trustee traming scheduled by EnmisKnupp
for October 30-31, 2003 in Chicago, Hhnors  He stated that EnnisKnupp would
prefer to present teanmg at thewr facility, which would afford the Trustees the
full benefit of therr entire staff and be more cost effecive Mr Lee will submut
to the Board, for their constderation, the cost compansons of trustee trmming
held in Maryland vs Chicago It was agreed that Mr Lee would send a
memorandum to Board members requesting confinmation of attendance

The Board secepted Mr Lee's repont

A presentation was made (o Mr Dean Kenderdime, former Acuing Executive Director and former
Acting Chief Invesument Officer for fus dedication and dligence to the Board of Trustees and
the Maryland State Retirement Agency  Mr Caple and Dr Grasmuck prased Mr Kenderdine's
work and thanked hum for hus efforts and contmbutions during a difficult ime

CEM G

Appeal Remand 7
Brian Droneberger

Mr Mike Heale, CEM made a presentation to the Board on the Benchmarking

Presentation Analysis of the State Reurement Agency of Maryland  In hus
amalysts, Mr Heale defined key performance measures and outimed how
Maryland compared to us peer group n benefits admumstration and investment
operations The Board accepted Mr Heale's presentation Mr Lee, Secretary
to the Board, noted that staff would prepare an analysis of the CEM
recommendations, meluding staff’s recommendations for submission 1o the
Bourd with the full CEM repont -

On motion made by Treasurer Kopp and seconded by Dr Grasmick, the Board
voted to remand the case of Brian 8§ Droneberger to Admunistrative Law Judge
Georgra Brady for the mited purpose of revising her decision by applymg the
law set forth \n Harrs vs Board of Educanon for Howard County, 825 A 2d
365 (2003)



Elizabeth B Shaling 8

Roard of County ]
Comnussioners for
Carred] County

Supplemental Earmings 10
Lirrutation
Recovery

Medical Board bl
Reports

Supplemental 2
Medicat Board
Reports

The Board considered the recommendation of Admunistrative Law Judge
Wilhlam € Herzmg 1n connection with the clam of Elzabeth B Shilling, for
accidental disabihity benefits The ALJ report included a report by the Medical
Board and all related medical documents submutted by the parties

Ms Shilhng appeared before the Board and opposed the Agency’s position
and the Admimstrauve Law Judge's recommendations  Ms Shilling
requested the Board remand her case back to the Office of Admimisirative
Hearings for a more comprehensive heaning Ms hill Lemer, attorney for the
Agency. addressed the Board and argued that the Bouard should adopt the
Admumstrative Law Judge's recommendations  Following discussion, the
Board deferred further consideration to Executive Session

The Board considered the recommendanion of Admmstrauve Judge Law
Lezh ] Seaton, in connection with the appeal of Board of County
Commussioners for Carroll County regarding the County's payment of a
withdrawal habiliy

Mr James Chason, atiorney for the Board of Commssioners for Carroll
County appeared before the Board to present arguments as to why the ALT's
decision to uphold the System’s assessment of the withdrawal liability should
be reversed Ms Rachel Coben, atorney for the Agency, addressed the
Board and argued that the Board should adopt the Admumsirative Law
Judge's recommendations  Following discusston, the Board deferred further
consideration to Executive Session

The report of the Agency for an offet of a retiree was accepted by the

the Board The Board, on motion made and duly seconded, authorized the
reduction of the pension of the affected reuree as provided for under the current
faw [State Personnel and Pensions Article] The pension offset 1s based on
calendar 2002 earnings that will be offset from pension benefits pad 1 fiscal
year 2004

On motion made and duly seconded, the Board accepted and appraved the
reports of the Medical Board i connecuon with applications of members for
ordinary, acctdental and specral disabiluty retirerent allowances The Medical
Board's conclusions were reached after its review of the evidence provided by
the chumants

The Board, on motion made by Mr Lancaster and seconded by Dr Grasmuck,
unammously voted to accept the supplemental reports of the Medscal Board m
connection with applicaons of members for ordinary, accidental and special
disability retirement allowances The Medical Board's conclusions were reached
alter its review of the evidence provided by the clamants The Supplemental
Report of the Medical Board 15 shown as Extubit B.




On motion made by Dr Aleru and seconded by Secretary IhPaula, the Board voted to meet 1n
Executive Session  The Board considered the appeals of Elzabeth B Shilling, Board of
County Conwmsstoners for Carroll County and the search for a consultant for the Optional
Retirernent Plan  State Gowt  Arncle, Section 10-503(a)(13(im) authonizes the Board to meet
i closed session lo exercise a quasi-judicral function  State Govt Artcle, Secuion 10-
SD8(a) 14) authorizes the Board to meet n closed session before a contract 15 awarded or bids
are apened, o drscuss « matter directly refated 1o a negotuation strategy or the contents of 4
bid or proposal. if pubhic discussion or disclosure would adversely impact the atlity of the
public body to parucipate w the competitive bidding or proposal process

EXECUTIVE SESSION

The Board met i Executive Session at 12 22pm i the Boardroom of the SunTrust Building at

120 East Baltumore Street to consider the appeals of Ehzabeth B Shilling and Board of Couniy
Commussiopers, Carroll County  All of the persons present at the beginning of the meeting were
present i Executive Session except Jill Lewner, Rachel Cohen Joe Coale, Arthur Broadwick,
Steve Cumnmngs, Jeanmie Abramson, Victoma Willard, Sherlynn Matesky, Calvin Kiser,
Richard Gawrych, Harvey Ratzyk, Elizabeth Shilling. James Chason. Kimberly Millender,
Eugene Curfran and Wilbiam Bates Ms Bacharach was present for only the portion on the
closed session related 10 Ms Shulling The Board adjoumed 1ts Executive Session at 12 34pm
and returned to regular session to complete the agenda

REGULAR SESSION

Gn monon made by Dr Aleny and seconded by Mr Caple. the Board voted to ratify actions
taken i Executive Session

Minutes On mouon made and duly seconded, the June 17, 2003 and July 22, 2003
Executrve Sesston minutes were approved
Ehzabeth Shulimg The Board considered the appeal of Llizabeth B Shilling  Following a

discussion, & motion was made by Dr Aleru and seconded by Mr Caple, to
remand the case to the Office of Admimistrative Heanngs for another hearng
The motton farled by 4 vote of 2-3, Treasurer Kopp, Dr Grasnuch and Messrs
DiPaula, Lancaster and Krome registered nay votes  Mr Caple and Dr Alem
registered yes voles  On motion made by Dr Grasmick and seconded by Mr
Lancaster, the Board vated 5-2 to adopt the Adnmunistratrve Law Judge’s report

~~and deny Ms Shilhng's request for acordental disability retrement benefits
Treasurer Kopp, Dr Grasnuck and Messrs DiPaula, Lancaster and Krome
registered yea votes Mr Caple and O Alenu registered nay votes




Board of County
Commussioners for
Carroll County

Special Option 7 13

L

The Bourd considered the appeal of the Board of County Commussioners for
Carrroll County  Followng a discussion, on metion made by Dr Grasmick and
duly seconded, the Board voted 1o unanimously adopt the Admumstrative Law
Judge's Proposed Decision mn its entirety, granting the Agency’s Motion for
Summary Decision and denying the County's Motion for Summary Decision

On moton made by Major Krome and duly seconded, the Board unammousty
approved the selection of Special Option 7 for Robert Hutsler and Donna
Hutsler These selections are consistent with the Board's policy and are
actuanally sound

There bewng no further busmness before the Board, the nweenng adjourned at 12 35pm

TKL/meh

Respectfully submitted,

T A L
Thomas K Lec
Secretary to the Board



