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Crown Central

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

MINUTES OF MEETING

August 15, 2000

The Board of Trustees for the State Retrement and Pension System of
Maryland met v the Boardroom of the Crestar Butlding, 120 East Balimore
Street, Balumore, Maryland, at 930 am  There were present Richard N
Duxon, Charman, Frank P Casula, Moms L. Krome, Carl b Lancaster,
Debra B Humphnes, Naney 8 Grasmick, G Bruce Harmson, and, via
telephone, Wilham Donald Schaefer, Vice-Chawman and Arthur N Caple,
Jr, Trustees, and Peter Vaughn, Secretary  Agency staff members also
attending were Margaret A Bury, Retrement Adrymisirator, Hamet B
Granet, Jill Lemner, Robert Fewstem. Carla Katzenberg, Assistant Attorneys
General, Carol Boykin, Chief Investment Officer, Thomas Gighotts, Chief
Internal  Auditor, Pamcm  Scott,  Adommstrator,  Sherbmn  Matesky,
Admimstrator, Rick Harmsen, Chief Financial Officer, and Francis Langston,
Information Systems Officer

Leonard Gutkoska, attorney for Carey Hall, Psul Schlite, attorney for Gregory
Long, James Whattam, attorney for Carolyn Shrewsbury and Mrs
Shrewsbury, Gene Kalwarsks and Frona Liston of Milliman and Robertson,
and Warren Deschenaux and Melame Wenger of the Office of Policy
Anabysis were also present

H

Petroleum Proposal i Mr Dixon addressed the Board regarding a proxy voting issue that had come
to tns attention  The 1ssue related 1o 2 bud from both APEX and Rasemore to
buy Crown Central Petroleum, o corporation headquartered i Maryland

s

Acceptance of the bid from Rosemore would ensure that the Rownbur&
famuly (which controls Rosemore) eould take thewr busmess ;;n!vate: The
Company’s Board recommended that shareholders approve the Rosemore tid

Jover APEX  However, DFA, a small capualization stock manager under

contract with the Board, had already voted a proxy aganst Crown Central
management’s recommendation (o merge with Rosemore  Mr D;}f.cm stated
that the Board has consistently voted for management, and asked the Board to
agree to mstruct DFA 1o vote the Agency's Crown shares in favor of
margement

Mr Schaefer stated that the Rosenburg fanuly was very actve n community
service and Maryland chanties and that 1t would benefit the State of] Maryland
to continue fo have their business 1n Maryland
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In response to questions by the Trustees, Ms Boykin stated that ﬂw staft did
not have time to complete a thorough analysis of the §9 50 cash Ro@emm bid
and the 310 50 mult-part APEX bid 1o deterrmne which was a bener bid for
shareholders  Ms Bovkn also stated that the staff did not know h:)w many
shares were held by DFA, but she estimated 5,000 shares since 'DFA held
approxamately 50,000 shares of Crown m the 9-10 portfolio of behalf of all of
their 9-10 chents, and that the Agency was only one of DFA's clients n this
commngled fund

On motion made by Mr Dixon and seconded by Mr Caple, the Bpﬁrd voted
to contact DFA and direct them to vote the Agency's shares i favor of
management  Messrs  Dixon, Schacfer, Casula, Krome, and ¢ ap!e Ms
Humphries and Dr Grasmuck registered yen votes  Messrs Lancaster and
Harmison registered nay votes

On moton made by Major Krome and seconded by Dr C;ra:,:mwk the
Minutes of the regular meetngs of the Board of Trustees fw, the State
Retirement and Pension System of Maryland, beld on July 13, 2000, were
approved !

The Board considered the report of the Medical Board m c:omeczmln with the
clamm of Carey W Hall for disabnhty benelits  The Medical Bfmm report
included a report by an Adnumistratrve Law Judge and related medical
documentation Ms Hall appealed the Medical Board's decision that the
medical evidence submutted did not prove that she 15 permanenﬂy
mcapacitated or unable to perform her job duties ;
Mr Leonmard Gutkoska, attomey for Ms Hall, presented tus ‘arg,mmms
opposing the Agency’s position and the Medical Board's mwmﬂdatmns

Ms Carla Katzenberg, attorney for the Agency, addressed the Board and
argued that the Board should accept the Medical Board's report  The Board
deferred further consideration to executive sesston

The Board considered the report of A J Novotny, Jr |, siting as
Admmtssmu ve Law Judge for the Office of Admumstrative Ht.anng:a m

connection with the appeal of Gregory Long  Mr Long appealed &he Medieal
Board's demal of accadental disability benefits  The Medweal erd reasoned

. that they did not believe that hus disability was the natural and proximate

result of an accident that occurred in the performance of duty }‘ ’ -

The Admimstrative Law Judge, upon consideration of the :‘egzcrd and
miiﬁwmg a hearmg, affirmed the Agency's decision and concluded that Mr
Long’s disability was not the “natural and proximate result™ of a woric-rfiaicrd
accrdent that allegedly oecurred on August 18, 1994 Iherefme, his
application for accidental disability benefits should be denied
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Mr Paul Schlnz, attorney for Ms Arthur, presented hus argumems oppusing
the Agency's position and the Admunisteative Law Judge's rccamxmndatmns
Ms Carla Katzenberg, attorney for the Agency, addressed the {f}oard and
argued that the Board should adopt the Admunistrative Law Judge's
recommendations  The Board deferred further consideration lo executive
sessIon

The Board considered the report of Joy I Phulhps, siting as

Admomstrative Law Judge for the Office of Admumstrative Hearngs, in
connection with the appeal of Carolyn Shrewsbury  Ms  Shrewsbury
appealed the Medical Board's demal of acodental disability Emmﬁm The
Medical Board reasoned that they did not beheve that her disabul wy was the
natural and proxumate result of an accident that oecurred m the pc:formanﬁ:c
of duty

The Admumstrauve Law Judge, upon consideranon of the record, and
followmg a heanng, affirmed the Ageney's decision and concluded that Ms
Shrewsbury “did not suffer an acordent on October H), 1990 which would
vender her ehgble for accwdental retirement benrefits ™ Therefore, her
application for acordental disability henefits should be dered

Mr James Whattam, attomey for Ms Shrewsbury, presented his arguments
opposig the Agency’s posttion and the Admmstratve Law Judge's
recommendations Ms Carla Katzenberg, atorney for the ﬂgemyw’addrmad
the Board and argued that the Board should adopt the Admmsirative Law
Judge's recommendations  The Board deferred further consideration to
execulIve sEssion

The Board considered the report of Guy J Avery, siung as ]
Admnstrative Law Judge for the Office of Admustrative Heanngs, in

connection with the appeal of John M Ross  Mr Ross appealed the Medical
Board's demal of accidental disabolity benefits  The Medical Board reasoned
that they did not beheve that hus disability was the natural and proximate
result of an secudent that occurred wn the performance of duty

The Admumstrative Law Judge, upon consweration of the re:x.ard and
followmg & hearing, affirmed the Agency’s decision and mmluded that Mr
Long's disability was not the “natural and proximate result” of a wmkimmed
accident that allegedly occurred on November 26, 1996 'l'fwmf’ere hté

“apphcation for acoidental disablity benefits should be denied

Mr Ross did not appear and asked that hus case be heard on the rewrd that
eusts Ms Carla Katzenberg, attomey for the Agency, addressed t!‘e Board
and argued that the Board should adopt the Admmstrative Law Judge's
recommendations The Board deferred further consideration to Executive
SESS10M y
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On motion made and duly scconded, the Board unanimously voted to meet m [Executive
Session to consider the appeals of Carey W Hall, Gregory Long, Carolyn Shiewsbury
and John M Ross State Government Article Section 10-502(1) authonizes the Board to

meet m closed session to exercise a quaskudicial function

The Board met mn Execcutive Session at 1045 am m the SunTrust Bulding 1o mrsander the
appeals of Carey W Hall, Gregory Long, Carolyn Shrewsbury and John M Ross and to
cansult with staff about pending or potential hugation  All of the persons p!‘f’i{fm at the
beginning of the meeting were present 1 Executive Session except the f‘eikema‘tg Leonard
Gutkowska, Paul Schhitz, James Whattam and Carolyn Shrewsbury  The Board adjourned its
Executive Session at 10 48 a m and returned to regular session to complete the ag:né}a

Carey W Hall

Gregory Long

Carolyn Shrewsbury

John M Ross

Executive

REGULAR SESSION

On motion made by I Grasmick and seconded by Mayor Krome, the Bﬂdrtf voted
unanimously o aecept the Medweal Board's Report and demed Ms Hall's r::quc&t for
cisability retirement benefits

The Board considered the record of Gregory Long  Following a discussion, on motion
made by Major Krome and seconded by Dr Grasmuck, the Board voted unanimously
to adopt the Adnumistrative Law Judge's Proposed Findings of Fact and Conclusions
of Law and demed Mr Long’s request for acaidental disabihty retirement benefits

1
i
H

The Board conswdered the record of Carolyn Shrewsbury  Following a ﬂls«,umcm on
motion made by Mr Casula and seconded by Dir Grasmick, the Baard verted
unammously to adopt the Admimstrative Law Judge's Proposed Findings of Fact and
Conclusions of Law and denied Ms Shrewsbury's request for accidentaldisability
retirement henefits ;

?
| -

. The Board considered the record of John M Ross Followmg a discussion, on motion

made by Ms Humphnes and seconded by Major Krome, the Board voted
unarimously to adopt the Admimstrative Law Judge's Proposed Findings m‘ Fact and
C.‘cmcmsmns of Law and demed Mr Ross’ request for acerdental disability retrement
benefits

i
i

7 Mr Vaughn informed the Board that the Agency 15 very close o closing the

¢
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books for the fiscal year endmg June 30, 2000, and that staff wis \,urrently
making all necessary adiustments to the file and reconciling the dami

Mr Vaughn then informed the Board that the Agency had rw:cwr:d 12
appheatons for the new State Police DROP program  Mr Vaughn Stated that
that was a slow start but that he expected to receive more apphcations and
that he would keep the Board mformed

Mr Vaughn next mformed the Board that letters i support of HR 1102 were
sent on July 31, 2000 frore Charman Dixon to Umted Siates &:enamm Payl
Sarbanes and Barbara Makulsk:  Exhibit A

At the request of Governor Scheefer Mr Vaughn then discussed the Range of
Benefit Muluphiers of State Employee Plans surveyed  He st&te!ck that our
Pension benefits had been enhanced m 1998 but that the State was on the low
end of the scale for the region and natonally at 1 40% Mr Caple; suggested
that the Board should begin to discuss further enhancements so that the
System could be used as a recruitment tool  Exhibnt B

Mr Vaughn then updated the ﬁuami on the acquisiion of addtonal office
space for the Agency on the 12" floor of the SunTrust bullding |i The new
space will house the Networking, Micrographie and Auditing departments
and should be completed in early October .

Mr Vaughn then reviewed the unaudited financal statements for the penod
endmg June 30, 2000, mforming the Board that Net Assets Avm%abie for Plan
Benefits were almost 3 illion more than last year and that contributions
totaled 5862 mulhon while Benefit Payments totaled 51 3 bilhon | He stated
that he would deliver a full repont when the sudit was completed

The Board reviewed and accepted the System’s financial stamr}zmtﬁ and
investment performance compansons for the penod endmg June 30, 2000 for
the State Retrement and Penston System of Maryland !
i

The Board accepted Mr Vaughn's report )

4

1

Major Morns Krome, Vice-Chairman of the Executive Commuttee,
reported on the regular meeting held August 10, 2000 ﬁ%hxbu C

t
Major Krome reported that the Commuttee had reviewed and!accepted
admimstrative expenses for manager s fees He explamed thas, Ithnugh the
fees had mcreased, they were stll under the cap

Mr Krome mformed the Board that the IRS had approved parnmpatm of the
Worcester County Liquor Control Board 1 the Employer Flckupaf*mgmm
and that the Commuttee recommends their participation effective September 1,
2000 On motion made by Major Krome and seconded by Mr Caple, the
Board unammously approved the participation of the Worcester County

i
f
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Liquor Control Board n the Employer Pickup Program effective %pttmber
1, 2060

Mayor Krome informed the Board that there would be an election m 2001 for
one member each to represent the Teachers' Retirement and I‘eﬁsmn Systern,
the Employees' Retwrement and Pension Systems, and the fatatc Police
Retwrement System  The Commuttee has approved the Election bcheduiv; and
recommends that the Board approve the Schedule as presented On motion
made by Mr Casula and seconded by Major Krome, the Board voted
unanimously to approve the Election Schedule as presented

1

Magor Krome next mformed the Board that the Commutiee had pmpamd 4
alternate Earmings Linutation proposals that will be presented m the Jomt
Cormmittee on Pensions (JPC)  The Commuttee feels that of the JP'C‘ will not
consider ehmnating the Earmengs Lunitation enbirely, they may mmmder the
alternatives (2} lowerng the earmmngs hmrtatton tme penod from 10 years to
3 to 5 years for all members of the Systems. (3} impose the SAIMNgSs
hmutation only until normal retirement age (age 60 for the Retirement System
and age 62 for the Pengion System) with no carnings restrictions af‘tt:r age 63,
{4) hmt earmings by a fixed dollar amount (hemt plus $5.000), md offset at
$1 for every 52 m excess earnings  On motion made by Major l-'@mme and
duly seconded, the Board voted unammously to present the recommended
proposal to the Jomt Computtee on Pensions as stated ;
Major Krome informed the Board that the CEM Benchmarking Proposal had
been deferred

l
Major Krome then asked Executive Director, Peter Vaughn, to tpdate the
Board on the 2002 Budget Request Mr Vaughn reviewed the Fxswl Year
2002 Budget Request of $206 mulbion and mformed the erd that the
request 15 32 milhon below the Department of Budget and Managemm 5
target amount, and 51 | oullion under the estimated FY 2002 ]cgzslatwe cap
of $21 7 mulhon  He noted that the budget 15 still under the ta:rgeted amount
even though the Agency 1s requesting 1] pew permanent posiions and 9 new
contractual pesiuons  He explaned that the new contractual ptréstmns are
necessary to help implement the new Strategic System  On motion made by
Mr Casula and seconded by Major Krome, the Board voted unamnwusly to
approve the Fiscal Year 2002 Budget Request as presented, and o 'forward 1t
to the Governor's office ;

1
Major Krome wmformed the Board that the Commuitee had d:rectcd the
Assistant Attomey General, Hamet Granet, to draft a Jegsl ame proposal
permitiing members of the Teachers” Contnbutory Pension %ymm to
purchase previous service credit for tmehmg 1 public schools in Marykand on
the same cost basis as HHB349 Ms Granet will report back to the Qommattc:e
at the next meeting
1
Magor Krome updated the Board on the Strategic System and acivw@:ci the
Board that the project is on target

Major Krome then reminded the Board that Milliman and Robertson would

{
I
i
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present a report on pre-fundmng of retiree health benefits to the Commmes at
the September Executive Commuttee meetmg  He renunded m&mbcrs that the
JPC will also be reviewang this 1ssue and encouraged all Board members to
attennd this meeting as well as all other JCP meetings

The Board sccepted Major Krome's report -

Mr Carl Lancaster, Charrman of the Investment Commuttes, refponeci on the
meetmg held August 11, 2000 1
Mr Lancaster updated the Board on the Real Estate Strategic ‘Plan and
wformed the Board that the Comumttes recommended that $100 mullion be
invested m the FY2001 “dwrect” portion of the Agency’s rea) estateportfolio
On motion made by Mr Lancaster and seconded by Mr Harnison, [the Board
voted to approve the Real Estate Strategic Plan and the $100 muhon
allocation as stated  Messrs Dixon, Casula, Lancaster, Hamx()ml Schaefer,
and Caple and Ms Humphnes and v Grasmck registered vea vews Major
Krome registered a nay vote

Mr Lancaster then informed the Board that the Commuttee had'appmwd
several new high yield bond managers  Fountamm Capital rmnagtrmmt would
recerve $100 nulhion, Lazard Asset Management would recerve $100 mulbon,
Morgan Stanley Dean Witter Investment Management would receive 3200
milhion and W R Hufl Asset Management, an existing hugh yxeld manager,
would recerve an addiional 3100 methon  Ms Boykn advised the I!Soard that
benchmarks needed to be approved for each manager  She mcanumndcd the
Mernd Lynch High Yield Index plus 100 basis points as the bem:hmark On
motion made by Mr Lancaster and seconded by Mr Caple, the Bamf voted
unammously to approve the recommendation of the Investment Commuttee a
stated :

Mr Lancaster reported on the Commutiee’s recommended benchmarks for
new managers and stated that the approved benchmarks were  for{the Edgar
Lomax Company, the S&P BARRA Value, for } and W Seligman, the
Russell 1000 Value, and for Robert E Tomay and Company, the s&P 500

On motion made by Mr Lancaster and seconded by Ms Humphms, the
board voted unansmously to approve the benchmarks as stated

Mr Lancaster then diseussed the Manager Termination gu:dalmt,s and
nformed the Board that the Commuttee recommended reducing t}m payment
to a termunated manager from the curent 60 days  The i;emmmec
recommended that payment to a manager cease 1n1m3dtatefy upon
termmnation However, payment would be rendered 1o the mzmager for
services requested by the Agency afler termmation On motion made by Mr
Lancaster and seconded by Dr Grasnuck, the Board voted unammwsly to
revise the manager termimation payment penod ‘
Mr Lancaster next informed the Board that the Commuttee recommended

4
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revising the langusge of the Manmager Termunation section, p!amzu!arly
Seenionn C3, of the Ilnvestment Operations Manual, which states that @
manager 15 expected o outperform thew benchmark over a J-year fmnmd ora
complete market cyele  The Commutiee recommended revising thts language
to focus only on the 3-year period since this has been the Board’ s, practice
On motion made by Mr Lancaster and duly seconded, the Board voted
unammously to revise the Investment Operations Manual as stated !

The Board accepted Mr Lancaster’s report

10 The Board, on motion made by Mr Casula and seconded by Mr Ihmsm
accepled and approved the reports of the Medwcal Board m cumctmn with
applicabons of members for ordinary, acoidental and specul fetiremnent
allowances The Medical Board's conclusions were reached after|s review
of the evidence provided by the clatmants

11 The Board, on motion made by Mr Harmson and seconded by Mr Lancaster,
the Board unammously accepied and approved the supplemental reports of
the Medical Board m connection with apphications of members for ordmary
and accidental and specral retwement allowances  The Medical Board's
conclusions were reached afier s review of the evidence provided by the
clagmants The Supplemental Report of the Medwcal Board 1s shcwn as
Exhibit D

Cn motion made by Mr Hamson and seconded by Mr Lancaster, the Board unammously
voted to meet in Executyve Session to discuss the Funding Study presented by the System
Actuary, and to permut representaives from the Department of Fiscal Serviced to participate

i

|
i
EXECUTIVE SESSION
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The Board met m Executive Session at 11 30 am o the SunTrust Building to discuss the
Funding Study  All of the persons present at the beguining of the meeting were :me:scm m
Executive Sesston except the following Leonard Gutkowska, Paul Schhz, Jamea Whattam
and Carolyn Shrewsbury The Board adjourned s Executive Session at 1] 45 pm and
rewurned to regular session to complete the agenda |

1




Other Business 12
Supplemental
Disabihity Offset 13

ps

1310

The reports of the Medical Board for offsets of disability retirees were
accepted by the Board The Board, on motion made by Mr Cﬂsula and
seconded by Mr Lancaster, authonized the reduction of the pensmnx of
affected retirees as provided for under the current law (State F’ersonnel and
Pensions Article), effective July 1, 1990 The offsets are based (m calendar
19949 carmngs that will be offset from pension benefits pad fiscal year
2001 Exhimt E

There being no further business, on motion made and duly seconded, the Board adjourned at

1H50am
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