BOARD OF TRUSTEES
FORTHE
STATE RETIREMENT AND PENSION SYSTEM
OF MARYLAND

MINUTES OF MEETING

March 16, 2004

The Board of Trustees for the State Retirement and Pension System of Maryland met
in the Boardroom of the SunTrust Building, 120 East Baltmore Street, Baltimare,
Maryland begining at 900 am  There were present Wibam Donald Schaefer,
Chairman, Nancy K Kopp, Vice-Charr, Dr Nancy S Grasmick, Arthur Caple, Wilham
O Brown and James C DwPaula Jr (by conference call), Cart D Lancaster, Dr
Mehssa Moye, Patnck O'Shea, Moms L Krome, David B Hamuiton, Trustees, and,
Thomas K Lee, Secretary Agency Staff members also attending were Margaret
Bury, Retrement Administrator, Edward Senseney, Deputy Retrement Administrator,
and Kenneth Reott, Deputy Benefits Director, Deborah Bacharach, Robert Feinsten,
and Carla Katzenberg, Assistant Attomeys General, Margo Wheet, Chuel Financiat
Officer, Ronda Glasgow, Human Resources, Steve Huber, Chief Investment Officer,
Sherlynn Matesky and Howard Plenes, Legislation and Research, Thomas Gighoty,
Chief Internal Auditor, Joseph Coale, Public Information Officer, Gary Scnibner, Chief
Information Officer and Monica Bias, Executive Assocrate

Also attending were Dean Kenderding, Complroller's Office, Howard Freelander,
Treasurers Office, Mr Robert Palumbi, Maryland Retred Teachers' Assuciation,
Bonme Bondura and Michael Davey, Esquire, Deborah Kostin and Michael
Glushakow, Esquire, and Hermanione McCargo-Booker and Morns Lasover, Esquire

Minutes 1 On a motion by Major Krome, duly seconded, the Board approved the
minutes of the meeting held February 17, 2004

Investment 2 Mr Arthur Caple, Chairman of the Investment Committee, reported on

Cornmittee Report the meebng held March 12, 2004

and Recommendations

On moton made by Mr Caple, and seconded by Major Krome, the
Board adopted the motion to expand the Private Real Estate Program
from the cutrent mandate of the Eastern Time zone to a U S national
mandate

On mofion made by Mr Lancaster, and seconded by Dr Grasmick, the
Board adopted the motion o expand the Public Real Estate Program
relating to Resl Estate Investment Trusts (REITs} to a global mandate

On motion made by Mr Caple, and seconded by Mr Lancaster, the
Board adopted the motion to raise the portfollo mortgage debt
maximum to 35% and the property mortgage debt maximurm to 60% of
the direct real estate program  This wcreased leverage will not be
implemented until Staff approval based on tactical and strategic
reviews of the real estale sectors, which wil take place over the next
few months Comptroller Schaefer registered a nay vole
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On motion made by Mr Caple, and seconded by Mr O'Shea, the
Board adopted the motion to give staff the flexibility lo manage asset
allocation within 2% bands sround target levels for rebalancing or
tactical positoring, with imely reporting to the Investment Commutiee
Comptroller Schaefer registered a nay vote

On motion made by Mr Caple, and seconded by Major Krome, the
Board adopted the motion to keep the current fee schedule with
Relational, ekminating the soft dollar policy and replacing it with a 7-10
basis pomnt research fee

On motion made by Mr Caple, and seconded by Mr O'Shea, the
Board agreed to add PIMCO to the watch list because of a lawsut
brought by the State of New Jersey aganst PIMCO

On mation made by Mr Caple, and seconded by Mr Lancaster, the
Board adopled the moton (o establish emergency procedures to
terrminate managers by (1) estabishing & conference call with the
Trustees and the three investment advisors, and (2) authonzing staff
access to Stale Street, BGI, Goldman Sachs, and Morgan Stanley as
transiion providers  Staff s to prowde wntten detals related to the
exsting contract prior to the discussion with the Trustees and
investiment advisors

Mr Caple noted that Mr Huber reviewed his market overview handout
and Tactical Valuabon Analysis with the Investment Committee and
expressed s view that the equity markets are currently over-valued

Mr Caple stated thal EnrusKnupp had reviewed ther State Street nisk
mitgation memorandum It was suggested that the System look at
providers other than State Street Bank for indexation and transiion
management

Mr Caple also stated that EnmsKnupp had reviewed their Public
Misclosure of Private Equity Portfolio Information memorandum  Staff
15 to report at the Apnl meeting on (1) a request from Adams Streel
Pariners for the System to sign a Prnvate Equity Confidentabty
Agreement and (2) a propused Private Equity Confidentiality Policy

On motion made by Mr Caple, and seconded by Dr Grasmck, the Board voted
unammously to meet in Executive Session fo consider various investment matlers
The Board agreed to meet in Executive Session to consider the investment of public
funds pursuant to State Govt Aricle Secltion 10-508(a)(5) and to discuss the
awarding of a contract pursuant to State Govt Arficle Section 10-508(a){14)
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EXECUTIVE SESSION

The Board met in Executive Session at ¢ 12 am in the Boardroom of the SunTrust Building
at 120 East Baltmore Strest to consider investment matters  All of the persons present at
the beginning of the meeling were present m Execulive Session except Carla Katzenberg,
Ronda Glasgow, Bonnie Bondura, Michael Davey, Deborah Kosun, Michael Glushakow,
Morns Lasover and Ms Hermanione McCargo-Booker and Rebert Palumbi The Board
adjourned s Executive Session at @ 18 am and returned to regular session (o complete the

agends

REGULAR SESSION

On motion made and duly seconded, the Board vated fo ratfy actions taken w Executive

Session

Adrmimstrative 3
Comimittee Report
and Recommendatons

The Board accepted Mr Caple's report

fajor Morns Krome, Vice-Chairman of the Administrative Commutiee
reported on the meeting held March 2, 2004

Major Krome reported on a discussion with several Medical Board
members, Ors Fahey, Russell and Wiedman, who detaled the
difficuities rvalved in determining causation for disability cases when a
pre-exshing condition 15 involved  Major Krome noted that the Medical
Board hears mere cases related to degenerative diseases than those
that reach the Board on appeals The Committee, the doclors and
staff generally agree that the decisions made by the Medical Board are
correct  As confirmation of this statement, 22 cases were appealed
dunng a recent 6-month penod, the Board only overturned three
decisions

Major Krome stated that the Commultee had discussed a draft for a
perfformance evaluation of the Board with Mr Tom lannucs from
Cortex Suggestions made by the Committee are being incorporaled
mto a revised draft for the April meeting of the Admnstrative
Committee  Also, Ms Bacharach will deterrmine whether documents
and discussions related o the selif-evaluation are public information

On motion made by Major Krome, and seconded by Mr O'Shea, the
Board adopted the motion to uphold the Executve Director's
recommendation to deny Mr John Danaher’s request to purchase 28
months of contractual employment at employee costs only  Based on
state law, the purchase of service 15 50% of Tull cost

On motion made by Major Krome, seconded by Mr Caple, the Board

adopted a motion to approve the amended regulation relating to the
election of Trustees (Title 22 03 01 02)
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Major Krome also noted that the Retirement Agency 1s mveshgaling
use of the Internet and mtgractive voice response systems for voling in
trustee elections Addional discussions are to be held at the Apnl
meeting after severa! of the Trustees obtain information on these deas
from the various employee organizations

On motion made by Major Krome, seconded by Treasurer Kopp, the
Board adopted a motion to approve the amended regulation relating to
Domestic Relatons Orders {DROs) as well as two suggested models
for domestic redations orders  Mr Lee also noted that the Department
of Budget & Management had approved reclassifying a legal ade
posihion to staff attorney to increase the expertise related to processing
DROs

Major Krome indicated that Mr Hamulton had raised questions related
to indemnification for Trustees when acting in thew fiduciary capacily
While there 15 evidence that the State provides more coverage than
Directors' and Officers’ Insurance might provide, Mr Lee stated that
the Agency will obtain more nformation regarding purchased
insurance ncluding the actions of other states, and report at the Aprd
Admiristrative Commitiee meeling

On motion made by Major Krome, and duly seconded, the Board
adopted a motion 10 take the following position on 2004 legislation
Support HB1057 State Retrement and Pension  System -

Admerustration - Sinphfication

‘No position HB1027/5B804 Law Enforcement Officers’ Pension

Systern ~ Transfers of Members of the Maryland Transit Administration
Paolice Force, HB10BU/SBT47 Teachers’ and Local Employees’
retirement Enhancement Act of 2004, HB1095/3B8548 State Retree
Health Care Protection Act, HB1125 Task force on the Exemption of
Law Enforcement Officers’ Pensions from Taxation, HB1153
Retirement and Pensions - Reemployment of Refirees, HB1254
Retirerment and Pensions - Reemployment of Refirees, and .
HB1255/8B504 Law Enforcement Officers’ Pension System -
Membership — Sahsbury Fire Department, and, HB1526/SB929 Law
Enforcement Officers’ Pension Systen — Membership - Maryland
Forest and Parks Service Managers

Major Krome noted that Ms  Bury had informed the Commultee of major
payroll problems with the Prince George's County Board of Education
Data subrnitied from last year 1s faulty and will require the recalculation
of benefits  Staff continues to work with the County, which wil be
responsible for notfying members of the problem and developing
automated solutions to correct the faulty data  Mr Lancaster asked
that the minutes reflect that the school system, and not the teachers,
was responsible for these errors  Dr Grasmick asked that the minutes
note that an audt of Prince George's Board of Education dentified ten
serious malenal weaknesses in therr accounting and payroll, and that
this information had been reported to the General Assembly Shown as
Exhibit A

The Board accepled Major Krome's report
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Execulive
Dwreclor's Report

{information)
Legislative Report

Bonme Bondura

Debaran Kostin

Mr Thomas Lee advised the Board that he was to atlend a meeting of
Councit of Institutional Investors with several Trustees  As part of this
meeting, they would be discussing corporate govermnance and would
report back to the Board

Two retirees have obtamed the necessary signatures to be placed on
the baliot for the Employees’ Systems elected retiree position  Mr John
Douglass and Mr Wiham Kahn

The budget hearings are complete for the Agency Five million dollars
was cut, but a budget amendment may be requested n FYCS  Funding
for 5 PINs ($385,000) was also cut, but the PINs were saved Finally,
travel expenses were reduced $41,000

The Board accepted Mr Lee's report

Mr Pleines reported on pension legislation as part of the Admimistrative
Commutiee Report

The Board considered the recommendaton of the Adrmurustrative Law
Judge in connection with the claim of Bonme Bondura for accidental
cisability benefits The Admurustrative Law Judge's report, a report by
the Medical Board, and all related documents subrmiited by the paries
were presented

Michael Davey, attorney for Ms Bondura, and Ms Bondura appeared
before the Board and opposed the Agency's posiion and the
Administrative Law Judge's recommendatons  Carla Katzenberg,
attorney for the Agency, addressed the Board and argued that the
Board should adopt the Administrative Law Judge's recommendations
Al the request of the Chairman and other Board members, the Board
agreed to hold this appeal open pending the recept of mformation
related to earher workers' compensation claums that were not in the
record

Mr Thomas Lee and Dr Nancy Grasmick recused themseives from this
case and lsft the room The Board considered the recommendation of
the Admmsirative Law Judge in connection with the claim of Deborah
Kostin for accidental disability benefds  The Admmstrative Law Judge's
report and all releted deocuments submilted by the paries were
presented

18
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Hermanione 8
McCargo-Booker

Medical Board g
Reports

Supplementa! 10
Medical Board
Reports

Michael Glushakow, attorney for Ms Kostin, and Ms Kostin appeared
before the Board and opposed the Agency’s position and the
Adminstrative Law Judge's recommendations Carla Kalzenberg,
attorney for the Agency, addressed the Board and argued that the
Board should adopt the Administrative Law Judge's recommendations
Foltowing discussion, the Board deferred further consideration (o
Executive Session

Mr Thomas Lee and Dr Nancy Grasmick returned The Board
considered the recommendation of the Administrative Law Judge
connection with the claim of Hermamione McCargo-Booker for accidental
disabiity benefits  The Administrative Law Judge's report, a report by
the Medical Board and all related documents submitted by the partes
were presented

Morns Lasover, aftorney for Ms McCargo-Booker appeared before the
Board and opposed the Agency’s position and the Admimistrative Law
Judge's recommendations Carla Katzenberg, attorney for the Agency.,
addressed the Board and argued that the Board should adopt the
Adrunistrative Law Judge's recormmendations  Followng discussion,
the Board deferred further consideration to Executive Session

On mobon made by Major Krome, and duly seconded, the Board
accepted the reporis of the Medical Board v connection with
apphications of members for ordinary, accidental and special disabiity
retrement allowances The Medical Board's conclustons were reached
after its review of the evidence provided by the claimants

On motion made by Mr Hamilton, and duly seconded, the Board
unamimously voted to accept the supplemental reports of the Medical
Board in connecton with appheations of members for ordinary,
accidental and special disabiity retrement allowances The Medical
Board's conclusions were reached after its review of the evidence
provided by the clamants The Supplemental Report of the Medical
Board i1s shown as Extubil B

On motion made and duly seconded, the Board voted unamimously to meetl in Executive
Session to consder the disabily appeals State Govt Article, Section 10-503{a)(1){m}
authorizes the Board to meetin closed session fo exercise a quast-judicial function

EXECUTIVE SESSION

The Board met in Executive Session at 11 18 am in the Boardroom of the SunTrust Building at 120
East Balumore Street to consider the appeals of Bonme Bondura, Deborah Kostin, and Hermanione
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Executive Session for discussion of the appeals except James C DiPaula Jr, Willam D Brown,
Robert Feinstemn, Carla Katzenberg, Sherlynn Matesky, Steve Huber, Gary Scnbner, Thomas
Gughottl, Robert Palumbi, Marge Wheet, Ronda Glasgow, Kenneth Reott, Edward Senseney, Bonnie
Bondura, Michael Davey, Deborah Kostin, Michael Glushakow, Hermamone McCargo-Booker, and

Morris Lasover

The Board adjourned its closed session at 11 32 am and returned o reqular

sesson to complete the agenda

REGULAR SESSION

On motion made and duly seconded, the Board voted to ratfy achions taken n Executve

Session

Bonme Bondura

Debaorah Kostin

Hermanione
McCargo-Booker

Other Business

"

The Board considered the appeal of Bonme Bondura  Following a
discusston, at the request of the Chairman, the Board agreed to hold
this appeal pending additional mformation related to several workers'
comgpensation claims that were not part of the record

The Board considered the appeal of Deborah Kostin  Followng a
discussion, a motion made by Mr O'Shea seconded by Treasurer
Kopp, the Board voted to adopt the Adrmnistrabive Law Judge's report
and deny Ms Kostin's request for accidental disability Dr Grasmick
abstained from voting on Ms Kostin's appeal

The Board considered the appeal of Hermanione McCargo-Backer
Following a discussion, 2 motion made by Treasurer Kopp, seconded
by Mr Hamilton, the Board voled to adopl the Admumstralive Law
Judge's Proposed Decision and deny Ms McCargo-Booker's request
for acoidental disabity benefds

On mobton made by Treasure Kopp, and duly seconded, the Board
vated to accept the Minutes of the February 17, 2004 closed session

Major Krame requested that staff prepare a report on the mvesiment
responsibiibes the System and the Board have, concerning the Mass
Transit Admunustration  He indicated that few members of the Board
are famhar with the requirements of pension law and that the Board
mvest pension funds on behalf of the MTA

There being no further business before the Board, the mesting adjourned at 1142a m

TKL/meh

Respectfully submitted,

7 X

Secretary to the Board
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ATHBCHHENT A

ADMINISTRATIVE COMMITTEE
OF THE
BOARD OF TRUSTEES
STATE RETIREMENT AND PENSION SYSTEM OF MARYLAND

MINUTES OF THE MARCH 2, 2004 MEETING

The Admunistrative Committee met on Tuesday, March 2, 2004, beginning at 800 am
in Room 114 of the Department of Agriculture, Annapaohis, Maryland

Mr Witham Brown, Chairman, Major Morms Krome, Vice-chairman, Mr Howard
Freedlander, representing Treasurer Kopp, and Mr Dawd B Hamiton were present
Also present were Mr Thomas K Lee, Executive Dwector, Ms Margaret Bury,
Retirement Admunistrator, Ms Deborah Bacharach, Ms Rachel Cohen, Ms Jil Lemer,
Ms Margo Wheet, Ms Jeannie Abramson, Mr Gary Scrbner, Mr Rich Gawrych, Mr
Tom lannuco (Cortex), Ms Hillary Dawis, attorney for Mr John Danaher, and Mr
Howard Pleines Attending from the Medical Board were Dr John Fahey, Dr William
Russell, and Dr Alfred Wiedman

The Admirsstrative Committee discussed the following matters

A, Minutes of the Administrative Committee held February 3, 2004
The minutes of the February 3, 2004 Administrative Committes were accepled

B Administrative Fees
The admirstrative fees as of January 31, 2004 were accepted

C. Discussion of Impact of Degenerative Conditions Including
Overview of the Disability Process

Ms Jif Lesner began the discussion of disabiity retirement processing, noting that the
Board of Trustees has for some time been concerned with cases involving degenerative,
or pre-existing condibons  Many bmes cases brought to the Board on appesl seem to
net fully fake into account degenerative disease thal has been exacerbated by an
acodent

Ms Lewer reminded the Trustees that the Board actually hears appeals on a smali
percentage of the iotal disabily cases heard The Medical Board approves some claims
that involve degenerative conditions Ms Lener continued by stating that before the
appeal comes to the Board, a disabidity claim goes through a series of thorough reviews
The clawmant always 1s advised to submit as much medical evidence as 1s avadable lo
support the claim (doctor's notes, x-rays, MRI results, hospital reports, etc} Staff
examines the information several imes, and the Medical Board also may review several
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ATIACHIENT A

times An independent medical examination (IME)} may be requested Before a heanng
at the Office of Administrative Heanngs, legal staff reviews the information  The OAH
heanng may last several hours or several days Ms Lener stated that throughout this
process, every effort is made to determine if the medical evidence supports the claim
that the disability was caused by an accident  If such evidence or additional evidence i1s
found, 1t 1s likely that the Medical Board would approve the clasm  But, Ms Leiner noted
there must be objective evidence for the Medical Board to make its finding for approval

Or Fahey spoke for the members of the Medical Board who were present  He noted
tnat the Medical Board must look at the total picture, that 15 review ali the medical
documentation available, the same as if they were examining a patient  The Medical
Board needs a clear history, both before and after the actident  The doctors are
examining the seventy of the accident as well as the pace of the degenerative disease
They must also take Into account other factors, such as age, job satisfaction, problems
outside work, elc

Dr Fahey stated that there can be no solution that will ehminate all difficult, questionable
cases These are judgment calls, which Dr Fahey believes the Medical Board makes
correctly 89% of the time

Major Krome suggested that most of not all ndividuals have degenerative conditions as
they age Therefore, there 1s a built-in disadvantage to the older employee who does not
take sick leave, 1s injured n an accident, and seeks disability It appears that the longer
one works, the less ikely the disability would be granted

Dr Wiedman noted that the Medical Board must rely on objectiviy, on the medical
evidence presented He stated, however, that the human side enters nto the
discussions during the Medical Board's deliberations Dr Russell added that ff there are
questions, that 1 when the IME 15 very helpful in obtaining specific answers 1o the
Medical Board's questions The door 15 always open to altenng a decision if new
infarmation is obtained

Mr Brown asked how many cases the Board had overturned recently Mr Lee noled
that of 22 cases heard dunng a 6-month penod beginning September 2003, the Board
rejected OAH findings 3 times {see attached charl}

On behalf of the Admimistrative Committee, Mr Brown thanked Drs Fahey, Russell and
Wiedman for taking ther tme to discuss this issue with the Commiitee

D Cortex Discussion Guide - Performance Evaluation of the Board
of Trustees

Mr Lee advised the Admirusirative Commuttee that part of the Corlex fiduciary audit
involved the development of a performance evaluation for the Board of Trustees
Through this process it 1s beleved the Trustees can enhance their knowledge on how
meetings are to be held as well as dentify educational needs

Mr Tom lannuce from Cortex noted that several states (Colorado, Louisiana, Missoun,
and California) perform these self-evaluations If Maryland begins this process, it will be
in the forefront of corporate governance Mr lannuce indicated that the discussion
gude for the performance evaluation by the Board prepared by Corlex 1s to provide a
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ATTRCHMENT A

penadic, non-threatening opportunity to engage in seif-review  The goal is to keep the
evaluation forms from being too lengthy or too complicated, which tends to reduce

participation in the process

Mr Freedlander asked who valdates the performance evaluatons Mr lannuccl
responded that some systems have Cortex process the validation data, but that decision
is the Board's prerogative Mr lannuce stated that to meet the Board's tmelne, a
summary of findings should be completed in May and brought to the Board at its June
meeting for a discussion of those finding in a closed session The summary of findings
then could be mcluded in the minules

Mr Hamuilton asked f the valuation provided for a “boderplate” analysis  Mr lannuces
noted that there are general questions utlized as a starting pont, but the Board should
tallor the evaluation, as it deems appropriate It 1s meant to be a document that can be
reshaped and expanded by the Board

The Commuttee asked Ms Bacharach to review what portion of the discussions
pertaining to the seif-evaluation could become public information  Mr lannucci was
asked to ncorporate some of the member's comments involving vendors, expanded
commutiees and external relationships in the evaluaton  This discussion s o be
continued at the Apnl meeting

E. John Danaher — Request to Purchase Service

Ms Bury advised the Commuttee that Mr Danaher had requested to purchase 28 months
of service for the penod July 28,1998 through June 10, 2001, duning which he claimed
that he was a permanent employee of the State He contends that as a resull of a
successful personnel appeal, he was reinstated lo his State positon and, therefore,
entitled to purchase any missed service credits that resulted from the mproper
termination at employee cost - missed employee contnbutions with 5% interest

Ms Bury explamed that the Retrement Agency does not deterrmine employment status
Based on personne! recards maintamned by the Depariment of Budget and Management,
the Agency verified that Mr Danaher was a contractual employee dunng the penod in
question Additionally, tis employer, the State Board of Elections confirmed that Mr
Danaher was a contraclual employee dunng this ime period By law, therefore, he must
purchase the missing service at 50% of full cost at the time of his retrement

Ms Hiary Davis, Mr Danzher's attorney, argued that her client was a permanent
employee whose personnel records showed no break in service  His terminalion was
found mmiproper and he was reinstated This should include permitting him to purchase
the missed service at employee costs only She also noted that her client 1s appealing to
the courts to conclude that he was a "permanent” employee during the penod in question
and ehgible for retirement service

Recommendation
The Administrative Committee recommends that the Board uphold the Executive

Director's recommendation to deny Mr. Danaher's request to purchase 28 months
of service credits at employee cost only



ATTRACHHENT

F. Regulation — Board of Trustees Elections

Ms Bury explamned that Chapter 403 of the Laws of 2003 altered the makeup of the
Board of Trustees, changing the number of elected trustees for the State Police
Retirement Systemn and requinng that one of the trustees for the Teachers and
Employees' Systems be a retiree Therefore the regulation on the election of Trustees
must be amended to conform to this legisiative change

Recommendation
The Admimstrative Committee recommends that the Board approve regulation

22.03.01.02, Election of Trustees as amended.

G Future Direction for Conducting Trustee Elections

Ms Bury presented information regarding the direction for conducling future Trustee
elections The Senate Budget and Taxation Caommittee had previously charactenzed the
expenses mourred by the Retirement Agency as "excessive’, expressing the need 1o
reduce the $100,000+ cost per electon Ms Bury explained that the majonty of the cost
for Trustee elechons centered on mailings - the cost of postage for paper ballots that are
maded to eligible member/ retiree voters and those bailots returned (approximately 19%;)
to an independent contractor for validating and counting

Staff 1s recommending that future elechons continue to be handled by an independent
contractor to assure complete impartiality Ms Bury noted that staff also 1s seeking
approval to reduce using individual mailed ballots and Instead utiize the Internet and an
automated voice response system for voting The Agency would notify members through
website mformation, check messages, automated news bullelins and ads in local
newspapers o mnform them about the election and how to vote

Mr Brown requested that the Commuittee defer this 1ssue to next month n order for the
Trustees to get feedback from employee crganizations  The committee agreed to Mr

Brown's request

H. Domestic Relations Orders

Ms Bacharach reviewed the Board of Trustees regulatons on Domestc Relations
Orders (DRO's) She explained that divorce orders can be very complicated and the
Retrement Agency receives many that are contrary to pension law that must be
reworked or amended Legal staff reviewed the vanous orders being received, the
existing regulations and the current procedures invelving DROs

The results are thal legal staff 15 recommending (1) amended regulation, and (2} two
model Domestic Relations Orders (one for members and one for relirees) to clanly the
pracess for members or retirees, ther atlorneys, and Retirement Agency staff

Recommendation
The Administrative Committee recommends that the Board approve the amended
Domestic Relations Orders regulations and the two suggested model Domestic

Relation Orders.
L Indemnification Proposal - Judgments and Attorney Fees

Mr Hamidton had requested that the Commuttee consider the followang proposal  “"With
respect to any administratve or cniminal proceeding or civil action or inveshgation, the
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State Retrement Agency shall indemndy s Trustees to the fullest extent permitted by
the laws of the State of Maryland now and hereafter in force, including the acvance of
expenses under the procedures provided by such laws for such expenses but not imited
to counsel for any Trustee chosen by each Trustee at his or her own aiscretion ™ Mr
Hamilton noted that he believed that those who serve on public boards, like those who
serve on corporate boards, should have full protection from vanous legal actions that
may be taken aganst them for thewr services to the public

Ms Bacharach mdicated that Trustees may be personally lable for actions that breach
fiduciary responsibiliies, but pension law provides broad indemnification if a trustee 1s
threatened or made parly to an action involving the Trustee's services as a fiduciary
The State may reimburse for certain legal expenses (Board of Public Works reacts to
outcomes), but it 1s unlikely that an advance may be obtained

Mr Lee suggested that the Agency obtain more information on this fopic related to
actions n other states and report back to the Admunistrative Committee at a fulure

meeting

J. 2004 Legislation Update

Mr Pleines presented staff recommendations on position for the followang bills,
HB1027/SB804 Law Enforcement Officers’ Pension Systern - transfers of Members of
the Maryland Transit Adrmnistration Police Force, HB1057 Stale Retrement and
Pension Systemn — Administration - Simplfication, HB1060/SB747 Teachers' and Local
Employees, Retirement Enhancement Act of 2004, HB1095/8B548 State Emplovees —
State Retree Health Care Protection Act, HB1125 Task force on the Exemption of Law
Enforcement Officers’ Pensions from Taxation, HB1153 Retrement and Pensions —
Reemployment of Refrees, HB1254 Retrement and Pensions — Reemployment of
Ratrees, and HB1255/SB504 Law enforcement Officers’ Pension System — Salisbury
Fire Department

The Committee accepted the staff recommendation to support HB1057 (Board
requested} and agreed to fake no position on the addiional bifls presented above
Because of time constrants, the Administrative Committee's recommendations on these
proposals are to be issued to the remaining members of the Board for their comments
and approval prior to the March Board mesting

Recommendation
The Admunistrative Committee recommends that the Board accept staff

recommendead positions on the above referenced bills.

K. Other Busihess

Ms Bury advised the Committee members that the Retrement Agency recently
entified several payroll reporting errors Involving the Prince George's’ County Board of
Education The County recently has imbiated a new payroll system iast May that created
reporting  problems, resulting n (1) overstaled annual salary amounts, (2Z)
understatement of standard hours worked for part-trme employees, (3} mncarrect
employee contributions «f salary rates increased or decreased, and (4) decreased actual
and annuahzed salary rales
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ATACHHENT 77

Ms Bury indicated she had met with representatives of the Board of Education regarding
these errors  She notified them that she would not process estimates or final retirements
without the Board of Education's specfic cerificaton of employment and salary
nformation for each indvidual  Furthermore, she directed the Board of Education to
determine automated solutions to the problems that the Retirement Agency identified
Ms Bury 1s to meet with the County agam on March 9

L. Adjournment
There being ne further busmess, Mr Brown adjournad the meeting at 11 10am

dik

JHoward Pleines




