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BOARD OF TRUSTEES .

. © FORTHE -

STATE RETIREMENT AND PENSION SYSTEM
. OF MARYLAND

s MINUTES OF MEETING
December 20, 2005

The Board of Trustees for the State Retirement and Pension System of Maryland met
in the Boardroom of the SunTrust Bulding, 120 East Baltmore Street, Baltimore,
Maryland, beginning at 900 am There were present Carl D Lancaster. Chairman
pro-tem, Willlam D Brown, John W Douglass, David B Hamilton, James M Harkins,” .
Sheila Hill, F Patnck Hughes, Mors L Krome, Dr Melissa A Moye, Patrick O’'Shea,
Trustees, anf:i, Thomas K Lee, Secretary

Agency Staff members attending were Deborah Bacharach, Monica Bias, Ann
Budowsk, Margaret Bury, Melody Countess, Vanessa Garrett-Ingram, Thomas
Gighotti, Steve Huber, Carla Katzenberg, Jii Leiner, Dale Markle, Vingent Marsigha,
Larry Martin, Sherlynn Matesky, Will Morrow, Howard Pleines, Harvey Raizyk, and
Barbara Swan L '

Also attending were Bill Anderson, Randy Mickens, and Robert Palumbi  Appeal
cases present were Helen L Caesar, John Chnstmas, Roy M Dawies' attorney Hillary
’ Galloway Dawis, and Deborah A Suter ’

On motion made by Mr Brown, and seconded by Major Krome, thé Board appointed
Mr Lancaster gs Charman pro-lem .

Minutes 1 On motion made by Mr Hamilton, and ses;andad by Mr Brown, the
Board approved the ‘minutes of the November 15, 2005 regular
meeting ' ‘ ‘

Meeting Dates . 2 On motion made by Ms Hill, and seconded by Mr Brown, the Board

approved its 2006 meetng dates, continuing to meet on the 3
Tuesday of each month at 900 am ' .

-

Investment 3 -, Mr Carl Lancaster, Chairman of the Investment Committee, reported
Committee on the meeting held December 9, 2005 -
Recommendations and ‘ 1
Information ltems Mr Lancaster reported on the following mformation tems discussed at

the Investment Committee meeting S
« Ennis Knupp made an educational preseritatiSh G Strategiés
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e e a2 for g +Down- Market;-providing therr best- thinking -in-lerms=of= -
| el ey planning - for_the~impact-of-another major ~market-downtur

D

s including. options -available-to mitigate. thé_downside_nsk,_and,.-
‘ providing specific strategies and costs for providing protection
iy & down market
« Slaff presented responses from four “core plus” fixed ncome
managers and Smith Breeden about the problems that Fannie
Mae and Freddie Mac have been expenencing and the
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potential effect on both the mortgage markets and the System's
portfolio - ¢ TR

» Representatives from Western Asset Management Company,
Pacific Investment Management and Capital Guardian made ~
presentations on emerging markets, debt exposure and
mortgage markets i '

e . Enmus Knupp reviewed the Syster's 3" quarter performance
report and updated the Investment Committee on the Legg
Masor/Citigroup transaction

o Staff presented the Investment guidelines for the Templeton

and Capital Guardian global stock mandate ‘ ]

o Staff reported on its due diigence wvisit to Srmuth Breaden
Associates, who was hired as an enhanced equity index
manager in October :

On motion made by Mr ‘Lancaster, and seconded by Major Krome, tha‘
Board approved benchmarking the Globeflex International Equity
portfolio to the S&P/Citigroup Extended Market (EMI) ex US Index

On mation made by Mr Lancaster, and seconded by Ms Hill, the
Board approved the Welington Management guideling change 0 allow
up to 20% of the account’s market value in ADRs of non-U 5 stocks
On motion made by Mr ' Lancaster, and seconded by Mr Hughes, the
Board approved convertnig the S&P° Barra Growth Index Fund
managed by State Street Global Advisors to an S&P/Citigroup Growth
Style Index Fund in December 2005 Also, State Street Global
Advisors 1s 1o execute most of the trading on December 16, 2005 to
transthion the.account -, oo

On motion made by Mr Lancaster, and seconded by Ms Hill, the
Board authonized the Executive Director to acknowledge receipt from
State Street of the use of a new standard form for international
securtties lending, and to acknowledge that this new, industry standard
form will be used 1 leu of State Street's old, proprietary form  Also,
the Executive Director is to negotiate and sign an amendment to State
Street's secunty lending contract that would delegate to staff the
responsibility for reviewing and approving future changes that State

-

Street may request to these lending forms . .

»

Mr Willam 8rown, Charman of the Administrative Commities,
reported on the meeting held December 6, 2005
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On motion made by Mr Brown, and seconded by Mr . Hughes, the

Board of Trustees-approved-a-budget amendment- not-10-exceed-

-

-£200,000 for the audit of 38 participating governmentat units————

On motion made by Mr Brown, and seconded by Major Krome, the
Board of Trustees approves a budget amendment for FY2006 in the
amount of $270,977 for the MPAS-1 implementation, and revises the
total MPAS-1 project cost estimate to $11 million

€

(2]
£

i

-



On motion’ made by Mr Brown, and seconded by Mr Hughes, the

Board of Trustees authorizes Mr Lee to submuit the necessary request

to the Department of Budget and Management 10 reclassify a vacand

_ staff auditor postion to Administrator VI, Grade 21, Special

p . Appointment

it

Mr Brown advised that the Admmstrative Committee approved s
meeting schedule for 2006 February 7, March 7, Apnl 11, June 8,
August 1, September 12, October 3, and December 5

Mr Brown stated that the Administrative Committee received a report
on the recent rustee election that utihized voting on the internet of
through a telephone call-in service  Staff 1s to work on improving
election results by increasing its efforts to educate the membership as
10 the duties and responsibiities of the Trustees .

Mr Brown noted that the Administrative Commuttee received a report
from Mr Dale Markel on the Retirement Agency’s Information Systems
Disaster Recovery Plan

Mr Bmwn‘adms;ad the Trustees that the forms for the evaluation of the
Executive Director would be maied by the end of the month He
requested thal they be completed promptly EXHIBIT A

4 ® '

Mr Lancaster thanked Mr Brown for his report

Executive 5 Mr Leentroduced Ms Anne Budowsk as the new Director of
Director's Communications and Public Relations for the State Retirement
Report . Agency .

At Mr Lee's request, Mr' Plenes stated that the Joint Committee on
Pensions will hold its decision mesting i January, probably after the
start of the 20086 Session The JCP is waiting to receive guidance from
legistative leadership and the Executive Office concerning benefit

enhancements
Annual R‘é;}m .6 On motion made and duly seconded, the Board approved the
publication of its 2005 Comprehensive Annual Financial Report
* Medical Board 7 On motion made by Mr Brown, and seconded by Mr Hughes, the Board
RHeports accepled the reports of the Medical Board in connecton vath -
’ applications of members for ordinary, accidental and special disabiiity

__retirement allowantes The Medical Board's conclusions were reached
after its review of the evidence provided by the claimants '

Supplemental W— T8 On motion made by ir Brown, and secended by Mr Hiighes, the -
Medical Board * Board accepted the supplemental reports of the Medical Board in
Reports . connection with apphcation of members for ordinary, accdental and

special disabiity retwement allowances The Medical Board's
conclusions were reached after its review of the evidence provided by
the claimants CEXHIBITS
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The Board considered the recommendation of the Administrative Law
Judge i connection with the claim of Mr Alexander Kapstan -for
accidental disability benefits  The Administrative Law Judge's Proposed
Decision, a report by the Medical Board, and all related documents

- submitted by the parties were presented

- Alexander Kapstan 9
‘Deborah & Suter 10
Jilt D Mullineaux .

Helen L Caesar 12

.....

¥

Mr Kapstan's appeal was i:ueard on the record He did not appear -

before the Board to oppose the Agency's position and the Administrative

" Law Judge's Proposed Decision  The Board deferred consideration to

&

. _the parties were presented,

b reen sl ki Am
.

Exocutive Session

t

The Board considered the recommendation of the Administrative Law

-Judge m connection with the clam of Ms Deborah A Suter for

accidental disability benefits  The Administrative Law Judge's Proposed
Degision, a report by the. Medical Board, and all related documents
submitted by the parties were presented

Ms Suter appeared before the Board to oppose the Agency's position
and the Administrative Law Judge's Proposed Decision  Ms Carla
Katzenberg, attorney for the Agency, addressed the Board and argued
that the Board should adopt the Administrative Law Judge's Proposed
Decision Following discussion, the Board deferred further consideration
io Executive Session

The Board considered the recommendation of the Administrative Law
Judge n connection with the clam of Ms Jil D Mullineaux for
accidental disability benefits  The Administrative Law Judge's Proposed
Decision, a report by the, Medical Board, and all related documents
submitted by the parties were presented '

~

Ms Mullineaux's appeal was heard on the record She did not appear

before the Board to oppose the Agency's position and the Administrative
Law Judge's Proposed Decision  The Board deferred consideration to
Executive Session

The Board considered the recommendation of the Administrative Law e
Judge in connection with the claim of Ms Helen L Caesar for accidental
disability benefits - The. Administrative Law Judge's Proposed Decision, |
a report by the Medical Board, and all related docurnents subrmitted by

%
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Ms Caesar appeared before the Board to oppose the Agency's p;osltﬁcn;

attorney for the Agency, addressed the Board and argued that the Board
should adopt the Admmistrative Law Judge's Proposed Decsion
Foliowing discussion, the Board deferred -further consideration to
Executive Session ‘ ‘ \

-

and the Administrative Law Judge's Proposed Decision Ms Jill Leinef, ;
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John Chslsgmfas 13

Roy M Davies

14

*

The Board considered the recommendation of the Administrative Law
Judge in connaction with the claim of Mr John Chnstmas for disabilty
benefits . A report by the Medical Board, the Administrative Law Judge's
Proposed Decsion and all re azect documents submitted by the parties
were presentad

Mr Chnstmas appeared before the Board to' oppose the Medical

Board's report, and the Administrative Law Judge's Proposed Decision -

Ms Carla Katzenberg, attorney for the Agency, addressed the Board
and argued that the Board should accept the Medical Bc}ard report and

the Adminstratve Law Judge's Proposed Decision * Following |

discussion, the Board delerred further consideration to Executive
Session )

The Board considered the recommendation of the Administrative Law:

Judge mn connection with the claim of Mr Roy M Davies for disabibty
benefits The Admmstratve Law Judge's Proposed Decision on
Remand, a report by the Medical Board, and all related documents

submitted by the parties were presented

-

Mr Dawvies' attorney, Hillary Galloway Davis, appeared before the Board

- to oppose the Agency's postion and the Administrative Law Judge's

Proposed Decision on Remand Mr Davies did not appear Ms Jil
Lemner, attorney for the Agency, addressed the Board and argued that
the Board should adopt the Admimistrative Law Judge's Proposed
Decision on Remand  Following discussion, the Board defefred furihar
consideration to Executive Session

-

On‘ metion made and duly seconded, the Board voted unanimously to meet in Executive Session tor

deliberate disability appeals, pursuant to State Govemment Article, Secton 10-503(a)(1){m}) which -
authorizes the Board fo meeat in closed session to carry out a quasi-udicial function

%
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EXECUTIVE SESSION

The Board met in Executive Session at 11 06 am in the Boardroom of the SunTrust
Bulding at 120 East Baltmore Street to consider disability appeals There were
present Willam D Brown, John W Douglass, David B Harnilton, James M Harkins,

Shada Hill,

I, Morns L Krome, Cart D Lancaster, Dr A Melissa Moye, Patnick O'Shea,

Trustees, and Thomas K Lee, Secretary Agency Staff members attending were
* = “Deborah’Bacharach, Morica Bias, Margaret’ Bury ‘Vmcem Marsigha, Howat‘d Pléines;’
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+“—  The Board ended Ms:closed-session at 1 128 a m -and;returned:to regu ar session to: complete the-—-
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© REGULARSESSION :

On motion made and duly seconded, the Board voted fo ratfy actions taken in Executive

Session . .
‘ . 1

Minutes On motion made and duly seconded, the Board approved the minutes
of the Novernber 15, 2005 closed sassncm meeting

. Alexander Kapstan , The Baard considered the ‘appeal of Alaxander Kapstan Fof[owmg a

discussion, on a moton made by Mr Hughes, seconded by Mr Brown,
the Board voted to adopt the Administrative ‘Law Judge's Proposed
Decision and an_y Mr . Kapstan's request for accidental disability
benefcts )
Deborah A Suter The Board ccnmdered the a;}peai of Debarah A Suter’ Following a
. discussion, on a motion made by Mr Hughes, seconded by Ms Hill, the
Board voted to adopt the Administrative law Judge's Proposed Decision
and deny Ms Suter's request for accidental disability benefits' - .

Jit 0 Mullineaux The Board considered the appeal of Jill D 'Mullineaux Fct&owmg a
discussion, on a motion made by Mr Hughes, and seaonded by Mr
Brown, the Board voted to reject the Admirstrative’ Law Judge's .
Proposed Decision and grant Ms Mulhneaux's request for accidenal
cisabilty bensfits

Helen J Caesar ~ The Board considered the appeal of Helen J Caesar Following .a
' " .discussion, on a motion made by Mr Brown, and seconded by Mr
Hughes the Board voted to adopt the Admunustrative Law Judge's
- Proposed Decision and deny Ms Caesars request for acc&demai

cisability benelits

John Chnstmas The Board considered the appeal of John Chnstmas_~ Following a
discussion, on a motion made by Mr Brown, and seconded by Mr
Harkins, the Board voted to accept the Medical Board Report and the
Administrative Law Judge's Proposed Decision and deny Mr Chnstmas'
request for chsabiity benaf:is ' -

Roy M Dawves | The Board considered the appeal of F’éay M Davies Foliowing a
\ discussion, the Board agreed to postpone the issuance of a firval
. decision on Mr Dawvies' request for accidental disabilty benefits peﬂdmg

' further conssdaratmn at the next B@atd meeting.

s

o e e SR IR AT g
There being no-further-business before the Baard ‘the meetmg adjourned at 11308 M o ses
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‘ o * “Thomas K Lee : ‘
Secretary to the Board
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o ‘BOARD OF TRUSTEES '
STATE RETIREMENT AND PEN$ION SYSTEM OF MAF@YM&Q P

MINUTES OF THE DECEMBER 6, 2005 MEETING

.
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The Adminustrative Committee met on Tuesday, December 6, 2005, beginming at 830am m the
Boardroom of the State Retirament Agency, 120 E Baltimore Street, Baltimore Maryland Wiliam D
Brown, Charman, Morns L Krome, Vice-Charman, John W Douglass, Howard Freelander (by
telephone}, Dawid B Harmilton, and Sheda Hill, Trustees, and Thomas K Lee were present  Also
attending were Deborah Bacharach, Anne Budowsk: Marge Bury, Anne Gawthrop, Tom Gaghott,
Vanessa Ingram, Dale Markel, Larry Martin, Sherlynn Matesky, Will Morrow, Heward lems Harvey;
Ranzyk, Charles So, and Dawd Ta%t S . ;

v " N
1

A, Minutes of the Administrative Committee held Gctobex 11, 2005

On motion made by Mr Douglass, and seconded by Major Krome, the minutes of the meetmg held
Cctober 11, 2005 were approved

o

B.  Administrative Fees- Action ftem - C 1

¥
A 4yt

On motion made by Mr Freelander, and seconded by Mr Hamifton, the adminstrative expenses
through October 31, 2005 were accepled

C. PGU Review Budget Amendment - Action ltem
Mr Tom Giglioty reported that to shorien the audit cycle of the 113 participating governmental units
(PGUs) in the System, a Task Order Request for Proposal (TORFP) was issued on September 1,
2004 to obtain compliance reviews of 10 PGUs  These reviews assess the compliance by PGUs with
MSRA reporting requrements, and related laws and regulations A ‘second TORFP-was issued on
November 1, 2005 for 38 addiional reviews  Four bids for the onginal TORFP to review 10 agencies
ranged from $33,428 to $158,720 The new hids for 38 reviews are expected to be approximately
- three times as much, ranging from $100,000 to 334?5 000 * The second TORFP should be awarded i
late January or early February 2006 o ) e

o

g W [ s . e
Mr Gighott concluded hss remarks by stating that staff 1 recommends the approval z:xf the suhmmsmn of

_ . a-budget-amendment-for an amount not fo-exceed-$200,000 M the fma ist's-brd-amount exceeds this -

‘- amrouem _stalt wilnotfy the cemmxttee and request ary; adgustment f LTI L

e v o »WMW.—.W“ » - o gn ks s

Act;on item*”@ra motion made by Ma;or Kroms and secandad by Me™ D@ngms the Adfuristrative
Committes recommends to the Board of Trustees that it approve a budget amendment for an amount
not to exceed $206 000 far the audd of 38 pammpatmg govemmemai urits

. g‘ !
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D. MPAS-1 Project Budget -Action Item e

Mr Wil Morrow intormed the Administrative Committee that the Interactive Yoice Response System
tor members and retirees to obtain account nformation I1s to be active on December 8  This new
system will provide more incoming lines and more account information to our membership

Mr “Morrow also updated the status of the first.phase of the Agency's "Maryland Pension
Admirustranon System (MPAS) Mr Morrow stated that an RFP s 10 be released by the end of this
calendar year to obtain the services of a contractor to redo all exising programs and place them into a
madern architecture that will provide the flexbility to respond to legislative changes The Agency
intends to have the contractor begin work in April 2006, with a completion date of Apnl 2008

Mr Hamilton asked how many bids were anticipated and if the Agency would he able to mamntan 51§
tight schedule It more than expected were received Mr Morrow respended that based on the
parameters established in the RFP, including the requirements to have completed a similar project for
another public plan and to complete the work in 24 months, he anticipates no more than 10 bids it

. more than 10 are recewed, 1t would be difficult to meet the suggested time-hing, of the Agency 1o

implement the project in Apni 2006
Mr Morrow stated that the zmplaméﬁtat4on of MPAS-1 would require additional funding for FY2006 as
additional statf (project manager and part-time project adrministrator) and services {(certification and
accreditation) are needed to move forward with this first, phase of the project |, In addition to funds
currently available, the Agency would need a budget amendment for $270,877

'}

“Mr Morrow also rioted that IT staff, based on a review of similar project implemientations from other

public pension plans, is estimating the over-all cost of the MPAS-1 project at about $11.million  Firmer
costs will be avadable in March 2006 ' S

% P

Action ltem On motion made by Mr Douglass, ahd seconded by Ms Hill, the Administrative

‘Committee recommends {1} the approval of a budget amendment for FY2006 in the-amount of

$270,977 for MPAS-1 implementation, and.(2) the approval of the revision to the total project cost
estmate to $11 million R

E. ' Reclassification of Internal Auditor Position - Action ltem

Mr Lee advised the Committee that a reorganization of the Internal Audit Unit had moved Mr Tom’
Giglotti to the position of contract manager, leaving open the position of chief internal auditor The
Retirement Agency 1s asking'that the Commuittee permit the reclassification of a vacant staff auditor
position to a special appointment, which would ‘serve at the pleasure of the appointing authonty, the,
Audt Committee : :

st R - [T e RN . o W S, g oo

. Actionwitem:-~ On-motion by Mr- Freelander;-and-seconded by Mr . Douglass, .the, Administrative’

~Committee-recommends to the Board of-Trustees-that-staff be ‘authonZed-15. submit-the_necessary .

request to-the-Depariment of Budget and-Management.to reclassify. a?@a’:&a’”ﬁ?‘éi”éfff‘a}?ditoupdsmm,w:
Admirustrator Vi, Grade 21, Special Appointment 1+ . .
* » w v‘ \ 'w’(; vb‘
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H. SRA- Information Syétems Disaster Recovery Plan

agencies, thereby reducing the cost Mr Brown thanked Mr Markel for his report

ES

F. 2006 Administrative Committee Meeting Schedule - Action ltem

+

COn motion of Mr Freetqander, and seconded by Major Krome, the Admirustrative Committee approved
the meeting schedutefor 2006 ,There are eight scheduled meeting on the following dates February
7, March 7, Apnil 11, June 6, August 1, September 12, Qctober 3, and December 5

G. BOT Election Survey Results .

Mr Charles So, Director of Special Projects, presented information related to the recent employee’s:
systems trustee election For the first tme, paper ballots were not distributed to the membership
Instead, the election was conducted by voting on the internet or through a telephane call-in service
The total voting in this election {579%) was lower than antcipated  The Retrement Agency’
conducted a survey of the membership to determine the reason(s) for not voung as well as the
improvements needed to enhance voting under the new electronic methods «

M £ ¢
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" Mr So indicated that there were 138,320 members and retirees eligible to vote in the election The

Agency malled surveys to 2400 members, receving 342 responses Of those who voted that
responded, 87 1% ndicated that they found the voting expenence good, with 89 1% indicating that the
new voling process was easy The vast majority, 95 7%, indicated that they would likely vote in futire
elections - k ‘

Of those who responded whe did not vote, the vast majority isted unfamiliarty with candidates as their.
reason, and about 50% indicated they were unlikely to vote in future elections  Ms Bury indicated that
the results clearly indicate the need for the Agency to increase is efforts to educate the membership
as 10 the duties and responsibiliies of the Trustees, with the importance of members and retirees

participating in the electons of the 5 remaining elected trustees |

Mr Dale Markel presented an overview of the State Retirement Agency's Information Systems.
Disaster Recovery Plan  Mr, Markel indicated that a disaster recovery plan included not ‘only the
Retirement Agency site, but also the Annapolis Data Center and Network Maryland  During 2008, his,
staff had worked on vanious disaster scenanos that indicate the Retirement Agency, working with the
other agencies, i1s adequately prepared 1o deal with potential disasters In most situations, it 18
believed that the |T systems could be back up in about & days ‘ ,, T

. Mr Dbugiass expressed his concerns that the Agency had no off-site location to deal with a closure of

the Sun Trust Building Mr Marke! mdicated that such-a facility could require a $250,000 annual
expenditure  Mr Douglass suggested the Agency see if a location could be shared with other

-

o v

On-motion-made -and-duly seconded; the-Admmistrative- Committee-voted-unanimously-to-meet n

~Exseufive Session-to-obtain legal advice related-to-pending or potential-litigation-pursuant-to State

Government Aricle, Sections 10-508(2){7} and 10-508(a)(8), which authorizes the Administrative
Committes to meet in closed session to obtan legal advice, and to consult with staff about pending or
potential Iiigation ;o . ’
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"EXHIBIT A

C ' EXECUTIVE SESSION

]

The Board met in Executive Session at 11 07 am William D Brown, Chairman, Morms L Krome,

E

Vice-Charrman, John W Douglass, Howard Freelander (by telephone), and Sheila Hill, Trustees, and.

Thomas K Lee were present  Also attending were Deborah Bacharach, Anne Budowski, Marge
Bury, and Howard Pleines - ! .

The Board ended its closed session at 11 30 am and retumed to regular session 1o compiete
the agenda

REGULAR SESSION

3 Other Business- Information’'Only
Mr Piemes advised the Administrative Committee that it is ikely that the Joint Commuttee on Pensions
wili not hold sts decision mesting unti January  Therefore, the Board wrl I not know which of s’
legislative pmposafs will be introduced by the JCP untl that time

J. Adjournment
THere being no further business, Mr Brown adjourned the meetingat 11 37am  ~ ~

ﬁ Howard Pleines
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