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

MINUTES OF MEETING

January 20, 2004

The Boarg of Trustees for the State Relirement and Pension System of Maryland met
n the Boardroom of the SunTrust Building, 120 East Baltmore Street, Baltimore,
Maryland beginning at 305 am There were present Willam Donald Schaefer,
Chairman, Nancy K Kopp, Vice-Chair, James C DiPaula, Arthur Caple, Wilham D
Brown, Cart D Lancaster, Melissa Moye, Patrick O'Shea, Merms L Krome, David B
Harmilton, Trustees, and, Thomas K Lee, Secretary Agency Staff members also
attending were Margaret Bury, Retrement Adrmunustrator, Deborah Bacharach,
Raobert Feinslein, Rachel Cohen, Carla Katzenberg, and Jill Leiner, Assistant
Altarneys General, Steve Huber, Chwef Investment Officer and Robert Burd,
Investment Diwvision, Sherlynn Matesky and Howard Pleines, Legslation and
Ressarch, Thomas Gighottr, Chief Internal Auditor, Margo Wheet, Chief of Finance,
Jaseph Coale, Pubkc Information Officer, Gary Scribner, Chief Information Officer,
Arthur Broadwick, Deputy Chief Finance Officer, Harvey Raitzyk, Deputy Retirement
Adreurustrator, Jeanme Abramson, Director, Program Cost & Analysis and Morica
Bias, Executive Associale

Also attencding were Dean Kenderdine, Comptroller's Office, Howard Freedlander,
Treasurer's Office, James Gleason, Depariment of Budget and Management, Mr
Richard Crowther, Retired Maryland Classified Employees’ Association, Ms Eva M
Nigherien and Wilbam L Woodford, Esquire, and, Mr Richard D Burroughs and
Jerome A Kuta, Esquire

1 Secretary James D:Paula requested that the December munutes be
amended to reflect that "he fully recognized the mportance of
provicing a far heanng on disabilily requests, haowever, he believes
that the Board spends a disproportionate amount of time n relation to
its other fiduciary responsibiliies on these cases each month” On a
motion by Secretary DiPaula, duly seconded, the Board approved the
minmutes of the meetng held December 16, 2003, as amended

2 Mr Arthur Cagle, Charrman of the Investment Commitiee, reported on

Committes Report meeting held January 9, 2004
and Recommendations

Mr Caple stated that Robert Liberto of Segal Advisors reported on the
Optional Retirement Program (ORP)  Investment staff 15 to review the
report, and the ORP overall, and provide recommendations at the
February Invesiment Committee meeting
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Mr Caple mdicated that Mr Huber presented a market overview and
updated the Committee on staff projects, including working on the
asset allocation policy and developing a strategy for alternatve
investments  Also, Mr Huber presented a st of manager reviews to
be scheduled in 2004

On a motion by Mr Caple, seconded by Mr O'SBhea, the Board agreed
to the following staff recommended changes for manager guidelines

s For Brown Adwisory, allow a 10% per secunly limil based on
market value

e« For T Rowe Price, allow up to 5% wn prvate placements,
including rule 144A eligible secunties, as well as allowing
Exchange Traded Funds

¢« For Relational Investors, allow tmited ophions trading  Also
resinet to the use of covered calls only

Mr Caple advised that Mr Art Lynch had explaned Relatonal's
proposal to end its practice of using soft dollars to reimburse the firm
for its share of the account’s expenses, and nstead the System would
pay is pro-rata share of expenses direclly as therr other clents pay
The Board asked staff to come back with a recommendation on
Relational's fees

On moticn made by Mr Caple and seconded by Major Krome, the
Board renewed State Street's Secunties Lending contract for one year

Mr Caple noted that based on a new policy from Mr Huber o have
investment staff more mvolved with the Investment Commitiee, staff
made the following presentations Ms Ray updated the Committee on
fixed income market and fund performance, and reviewed the Fixed
income Brokerage memo, Mr Warmath recommended a review of a
previous decision to allow W R Huff Asset Management Company to
hold defaulted secunties, Ms Willard provided an update on the
Private Equity RFP, and, Mr Greenberg updated the Committee on
staff's momtoring of the mutual fund mvestigation

The Board accepted Mr Caple's report

On motion duly made and seconded, the Board voted unanimously to meet i
Executive Session to consider various investment matters, including matters relating
to the Optional Retirement Plan  State Govt Article, Sec 10-508(a)(5) authanzes the_
Board to meet in closed session to consider the investment of public funds, Sec 10-
508(a)(7) authonzes the Board to meet In closed session to obtain legal advice, and
Sec 10-508(a)(8) authonzes the Board to meet n closed session to consult with
staff, consultants, or other individuals about pending or potential tigation
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EXECUTIVE SESSION

The Boarg met in Executive Session at 9@ 20 am m the Boardroom of the SunTrust Budding
at 120 East Balumore Street lo consider mvestment matters, ncluding matters relating to the
Optional Retrement Plan  All of the persons present at the beginmuing of the meeting were
present i Executive Session except Ms Carla Katzenberg, Ms Jill Lener, Ms Eva M
Nieberlem, Mr Willam Woodford, Mr Richard Burroughs, Mr Jerome Kuta, Mr Richard
Crowther, and, Mr James Gleason The Board adjourned ds Executive Session at 9 48 am
and returned to regular session to complete the agenda

REGULAR SESSION

On motion made and duly seconded, the Board voted to ralfy actions taken in Executive

Session

Audd Commitiee
Report and
Recommendations

Exacutive
Duector's Report
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KMr Dawvd Hamidton, Charman of the Audit Committee, reported on the
meeting held December 16, 2003

Mr Hamiton indicated that thers s an immediate need for education
and traiming on audit committee standards Because of the hugh costs
for educational seminars on this topic, the Board may be required to
consder contracting an outside auditor 1o perform this training

Mr Hamilton noted that the Sabanes-Oxley Act of 2002 provides the
standard for audit commitiees within private industry and will be used
as a gude for the Retirement Agency to follow

Mr Hamilton stated that there 18 a need to incresise the currend 3
member internal auditing staff, as well as to increase the frequency of
audils of participating government units

The Board accepted Mr Mamilton's report

Mr Thomas Lee adwised the Board that the Agency’s budget heanng
are scheduled as follows House - January 28, 2004 at 200pm,
Senate - February 3, 2004 at 1 00p m

Mr Lee reminded the Trustees that the Executive Director performance
evaluation forms due back to Ms Andrea Fulton by January 26, 2004

Mr Howard Pleines, at Mr Lee's request, advsed the Board that six
pension bills had been filed as of Monday, January 18 Four of these
proposais dealt with some aspect of reemployment for service and
disability retrees The two remaining bills permitted detention center
officers to participate in the Law Enforcement Officers’ Pension System,
and eliminated the requirement that a surviving spouse of a retired judge
be age 50 before recewing the 50% survivor benefit
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Legislative Repont

Bonnie d Bondura

Fred N Nefflen

Eva & Nebetlem

Richard Burroughs
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Mr Pleines also noted that decisions from the Jomnt Comrmtiee on
Pensions related to the re-employment of refirees and furding for the
Uriversity of Maryland Medical System were being discussed, but
were not finalized

The Board accepted Mr Lee's report
Mr Pleines’ report was presented as a portion of Mr Lee's report

The Board deferred achon on Ms Bonduras clamm for acodental
disatuldy benefits at the request of Assistant Attorney General Carla
Katzenberg

The Board deferred achon on Mr Nefflen's claim for acoidental disabily
benefits, pending staff's determination f Mr Nefflen intends to appear
before the Board to present his claim at a fulure mesting

The Board considered the recommendation of the Admunistrative Law
Judge in connection with the claim of Ms Eva M Neberlen for
accidental disabity benefits  The Admurvstrative Law Judge's report, a
report by the Medical Board, and all refated documents submitied by the
parhies were presented

Mr Wiliam L Woodford, attorney for Ms Neiberlen, appeared before
the Board and opposed the Agency's posiion and the Admuustrative
Law Judge's recommendations Carla Katzenberg, Assistant Attorney
General for the Agency, addressed the Board and argued that the
Board should adopt the Administrabive Law Judge's recommendations
Following discussion, the Board deferred further consideration to
Executive Session

The Board considered the recommendation of the Adminstratve Law
Judge n connection with the clam of Mr Richard D Burroughs for
accidental disability benefits  The Adrmmistrative Law Judge's report, a
report by the Medical Board, and all related documents submitted by the
parties were presented

Mr Jerome A Kuta, attorney for Mr Burroughs, appeared before the
Board and opposed the Agency's position and the Admirustrative Law
Judge's recommendations Carla Katzenberg, Assistant Aflomey
General for the Agency, addressed the Board and argued that the
Board should adopt the Admumistrative Law Judge's recommendations
Following discussion, the Board deferred further consideration to
Exscutive Session



Medical Board 10 On motion made by Mr O'Shea and duly seconded, the Board accepled
the reports of the Medical Board in connection with applications of
members for ordinary, acodental and speoal disabibty retrement
allowances The Medical Board's conclusions were reached alter its
review of the evidence provided by the claimants

Suppiamental 11 On metion made by Major Krome and duly seconded, the Board

Medical Board unarsmously voled to accept the supplemental reports of the Medical
Board mn connecton with applications of members for ordinary,
acodental and special disabiity retrement allowances The Medical
Board's conclusions were reached after #s review of the ewdence
provided by the clamants The Supplemental Repart of the Medical
Board 1s shown as Exhibit A

On motion made and duly seconded, the Board voled unanimously to meet 1 Executive
Saession to consider the disability appeals  State Govt Article, Section 10-503{a) ‘1){:1:) authorizes the
Board to meet in closed session 1o exaercise a quasudicial funchion

EXECUTIVE SESSION

The Board met in Execulive Session at 10 50 a m i the Boardroom of the SunTrust Building at 120
East Balimore Street to consider the appeals of Eva Neberlemn and Richard 3 Burroughs Al of
the persons present at the begmning of the meeling were present in Execulive Session excepl
James C DiWPaula, Carl Lancaster, Robert Feinstein, Carla Kalzenberg, Margo Wheet, Arthur
Broadwick, Jeanme Abramson, Harvey Raizyk, Gary Scrbner, Joseph Coale, Eva Neiberlain,
Wilham L Woodford, Esguire, Richard Burroughs and Jerome A Kuta, Esqure The Board
adiourned s Execulive Session at 1055 am and returned to regular session to complele the

agenda

REGULAR SESSION

On molion mat%@ and duly seconded, the Board voled to ratfy actions taken n Execulive
Session

Eva Netberben The Board considered the appeal of Eva Neberhen Followang a
discussion, a mohion made by Treasurer Kopp, seconded by Mr
Brown, the Board voted to adopt the Admimstratwe Law Judge's
Proposed Decision and deny Ms Netberien's request for acodental
disabity benefits
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Richard Burroughs

The Board considered the appeal of Richard Burroughs  Following a
discussion, a motion made by Mr Brown, seconded by Mr Caple, the
Board voted to reject the Administrative Law Judge's report and grant
Mr Burroughs request for accidental disability benefits  The Board
belleved thal Mr Burroughs' disability was not the result of any pre-
existing condiions but, rather, was the resuit of the work-related

accident

The Board approved the Executive Sessicn minutes for the meeting held December 16, 2003

There being no further business before the Board, the meeting adjourned at 1100 a m

TKLimch

Respectfully subrmitted,

P
homas K Lee

Secretary to the Board



