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. BOARD OF TRUSTEES
FORTHE
STATE RETIREMENT AND PENSION SYSTEM
OF MARYLAND

MINUTES OF MEETING

May 21, 2002

The Board of Trustees for the State Retirement and Pension System of Maryland met in the
Boardroom of the SunTrust Budding, 120 East Balumore Street, Balumore, Maryland, at
945 am There were present Wilham Donald Schaefer, Acung Chawman, Deputy
Treasurer Charles G Williams, Secretary T Elorse Foster (amved 1000 am), Arthur N
Caple, Jr (v1a tele-conference), William D Brown, Carl D Lancaster, David Rakes. Major
Moms L Krome. G Bruce Hamson, Dr Al A Alemu (armved 1003 a m ), Trustees, and,
Peter Vaughn, Secretay Agency Staff members also attending were Margaret A Bury,
Retirement Admumstrator, Deborah Bacharach Robert Femnsten, hll Lewmer, and Curla
Katzenberg, Assistant Attorneys General, Carol Boykin, Chief Investment Officer, Howard
Plemes, Legislauve Director, Thomas Gighotts, Ctuef Internal Audutor, Gary Scribner,
Chiel Informaton Officer, Rick Hamson, Chief Financial Officer, and Gwen Mulbey,

’ Execulive Associate

Colonel Mitchel! requested that the record reflect the he regretfully was unable to attend the
Board meeting because he was attendmg & conference i Denver, Colorado

Adso present were, Mr David Wright, Ms Came Jackson, and Kenneth Nieman, Esq attorney for Paul
Hendricks  Also present were Ronald Ruffo, William Kahn, Principle Counsel of Contract Litgation
unit of the Attorney Gereral's office. and Dama Reed, Deputy Counsel of the Contract Linigation unit cx!‘
the Anorney general’s office

Minutes I On moton made by Major Krome and seconded by Mr Willams. the
manutes of the meeting of the Board of Trustees for the State Retsrement and
Pension Systery of Marvland, held on Apni 16, 2002, were unammously
approved as amendad

(e

On mouon made by Mr Rakes and seconded by Mr Willams, the nunutes
the Executive Sessions c}f the ani of Trustees for the State Retirement and
Pension System, held Gﬂ Ncmmbcr 15, 200}, December 18, 2001, January
15, 2002, February &, 2002, and February 19, 2002 were approved

Minutes

Ad-Hoe Benelit 3 Mr Brown expressed his concerns over creatmg the Ad-Hoc Commutier
lmprovenent Conuntiee especially 10 hght of tlu, Legslators tetter to the Board concernmg t}m

issue  Charman &Lm:“:fﬁr suggested that Treasurer Kopp be on the

. proposed Commuttee er further discussion, the Board, on mation made
by My Brown and Sw:mdcd by Mr Wilhams, voted to defer thﬁ

establishment to the Ad-Hoc Commuttee on Benefit improvement until lhc

July 2002 Board Meetmg



. Carmie Jackson

Maureen Momson

Pravid Wright

5

6

The Board considered the report Qf D Harrison Pratt. the Admanistrative Law
Judge 1w connection with the claim of Carrre Jackson, for accidental ﬁzsabﬂuy
benefits The report indluded a recommendation by the Medical Board and
related medseat documentation

The Medical Board denred Ms Jackson's claum for accudental disability
retirement benefits based on their deternunation that the reported accident
was not the direet cause the Claimant's disability  Ms Jackson appealed the
Medical Board's decision ;

Ms Jackson presented her arguments opposing the Agency’s position and t&fﬁ:
Admumstrative  Law  Judpe's recommendations Ms  Carla Katzenberg,
attomey for the Agency, addressed the Board and argued that the Roard
should adopt the Admnstrative Law Judge's recommendauons Following
discussion, the Board deferred funther consideration to Executive Session
The Board considered the report of Douglas Koteen, the Admimstrative Lzm
Judge  comnection with the claim of Maureen Mornson, for aceidental
disability benefits The report mcluded a recommendation by the Medical
Board and related medical documentanon

The Medical Board demed Ms Momson's claim for accidental disabaliy
rewrement benefits based on ther determuination that the reported acaident
was not the direct cause the Clamant’s disability  Ms Momson appealed the
Medical Board's deciston

As requested by Ms Mormison's Attomey, Ronald Kowitz, Esq . the case was
heard on the record Ms Carla Katzenberg, attomey for the Agency,
addressed the Board and argued thal the Board should adopt the
Admunistrarive Law Judge's recommendations  Following discussion, the
Board deferred further consideration to Exccutrve Sesston

The Board considered the report of Loms N Hurwitz, the Admimstrative L‘xw
Judge m connection with the claim of David Wrght, for accidental disabiliry
benefits The repont included @ recommendation by the Medical Board and
related medical dwum&mmmn
!
The Medical Board dmled Mr Wrght's clarm for accidental disability
retirement benelits ba:sed on their deterrmunation that the reported accidents
were not the dreat :::mse the Cimmm s disability  Mr Wnght appealed the
Medical Board's decision

Mr Wrght presented hns arguments opposmg the Agency’s position and the
Admmistrative  Law Judga s recommendations Ms Carla Katzenberg,
attorney for the Agu,my addressed the Board and argued that the Board
should adopt the Admumistrative. ‘Law Judge's recommendations Following
discussion, the Board dt,h.rtr:d further consideration 1o Executive Session
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o Paul Hendricks

7 The Board conswdered t‘he report of Eileen Sweeney, the Adnumsirative i.aw
Judge 1w comnection mxh the clmm of Paul Hendricks, for au..ldmm
disabshity benefits Thﬁ report mncluded a recommendanon by the Mndxcai
Board and related medical documentation |
The Medical Board denied Mr -Hendncks™ clmm for accidental disabihity
rettrement benefits based on thewr determnation that the reported accident
was not the direct couse the Clamant's disability  Mr Hendnchs 1pp:raieci
the Medical Board's decision é
Kenneth Nieman, attorney for Mr Hendricks appeared before the Buard
and presented s arguments opposing the Agency’s position and th:
Admimstrative Law Judge's recommendauons Ms  Carla Katzenberg,
attorney for the Agency, addressed the Board and argued that the Board
should adopt the Admunistrative Law Judpe's recommendanions F@Ht}mﬂg
discussion, the Board deferred further consideration to Executive Session g

]

On motion made by Mr Brown and seconded by Mr Wilkams, the Board voted

“unanmimously 10 meet i Executive Sesston to consider the followng matters deliberations

regarding the disability appeals, Advice and discussion with staff and counsel regarding
pending or potential hingation State Gove Article, Secnion 10-5303(a) 1} suthonzes the
Board to meet m closed session 1o exercise a quasi-judicial funcuon  Section 10-508(a)7)
authonzes the Board to meet i closed session to obtam legal advice, and Secuion 10-
S08(a%8) authonzes the Board to meet 1n closed session to consult with staff or mhcr
individuals about pending or potential hugation

EXECUTIVE SESSION

The Board met m Executive Session at 1117 am i the Board Room of the SunTrust
Butiding at 120 East Balumore Street to conswer the appeals of Carmie Jackson, David anm
Mauvrcen Momsson and Paul Hendrichs, and to consult with staff or other individuals :mr:)m
pending or potential iugation All of the persons present at the beginnung of the meeting were
present in Executive Session except the followsng Jill Lemer, Ronald Ruffo, Carla

Kagzenberg, Carne Jackson, David anht and Kenpeth Nieman, Esq, Altorney for szl
Hendnicks  The Board adjouned us Executive Session at | 05 pm and returned to regular
seasion o complete the agenda y
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Carme Jackson

Dhavid Wright

Staureen Mormson

Paul Hendncks

. Executive Thrector's b

Repont

The Boand mm&d&md the record of Carme Jackson Following a
discussion, on moton rmda by Mr Lancaster and seconded by Mr Rukes, the
Board voted unmnmnmsiy to reject the Admunistrative Law Judge's Pmpﬂwd
Findings and gramt Ms Jackson acc&dﬁnm disabulity benefits

The Board considered the record of David Wnght Followng a discussion, on
motion made by Major Krome and seconded by Mr Brown, the Board vmeﬁ
unammously to reject the Admeustrative Law Judge’s Proposed Findings m‘”
Fact and Conclusions of Law and grant Mr Wright's request for acerdental
disabihity retirement benefits

The Board considered the record of Maureen Mormson Following a
discussion, on metion made by Major Krome and seconded by Dr Alemy, the
Board voted unantmously to accept the Admmstrative Law Judge's Pmpfmtd
Findings of Fact and Conclusions of Law and deny Ms Momson’s request
for accwdental disabulny retirement benefits

The Board considered the record of Paul Hendncks Following a discussion,
on mouon made by Major Krome and seconded by Secretary Foster, the
Board voted to accept the Admumistrative Law Judge's Proposed Findings of
Fact and Conclustons of Law and deny Ms Morrison's request for accdental
disability retirement benefits with a vote of mine to 1 Chatrman Schm,far
Secretary Foster. Major Krome, Dr Alemi Messrs  Willams, (”‘ap}a.
Harnison, Rakes and Lancaster registered yea votes  Mr Brown regmtsifrmd
110 vobe

Mr Peter Vaughn mtroduced the new Public Information Officer Mr Josoph
Coale Mr Vaughn stated that Mr Coale spent ten years as Crown Central
Petraleum Corporation’s Director of Corporate Comemunications, and had six
years ivestment expenience with Alex Brown  Addwionally, Mr Couale
served as Fxecutive Assistant to Governor Hughes and 15 well &cquamted
with the legisiative process  Mr Vaughn asked the Board to please jom hum
m welcomng Mr Coale

Mr Vaughn reponed that the Legislative auditors were currently on the
premuses for the Annual Financial Statement Audn of the Systern Mr
Vaughn also stated that thus 1s a Compliance Audn year

Mr Vaughn reporied 1o the Board that the position reduction plan was
submutted as directed (o the Depariment of Budget and Management on May
3, 2002 Mr Vaughn &émnd that the Agency should know the outcome of the
submutted reduction plan by June 15, 2002

&

Mr Lancaster requcsted; that the Board be provided the detads of the outcam
of the results of the submutted reduction plan and also the indhvidual position
that would be ehmmarr;*d prior io tm: actual elination Mr Vaughn agreed

m

Mr Vaughn noted that the fiscal year (o date investment returns thru March
31, 2002 yielded & mggxtwe 18 % Mr Caple stated the Mr Coale should
prepare a statement regarding the negative retum m anticipation of questions
on that ssue when the fiscal year closes
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Execubive
Compmttee Report

Mr Vaughn mformed the Board that the Agency was currently recruiting for
the remarmng vacancies i the Agency which were not part of the reduction
plan |

i

The Board accepted Mr Vaughn's repon

Mr Brown, Charman of the Executive Commuttee reported on the regular
meetng held May 7, 2002 Auachment. B

Admunustrative expenses and manager fees were reviewed and accepled
Mr Brown informed the Board that duning the meeting Mr Ricky Harrison
indicated that the Agency had recerved a “gresn-hight” leter from tﬂu:
Department of Budget and Management mdicating that the Retuement
Agency would ot be subject to the addonal 5% budget cur for FY2002
Mr Harrison did 1ermund the members that the Retirement Agency still is
subject 10 the posiuon reduction plan requested by DBM |

H
t

Mr Brown reported that Mr Ricky Hamson adwised the E&ﬁcuitéﬁ
Commutice that, the Retirement Agency has been charged under State law
with performing audits of boards of education, libranies and community
colleges pertaming to the proper payment of employer contnibutions by the
State for “eacher” members

Mr Brown noted that this year the cost to audit exceeded recovery. and stated
that in effect we are subsidizing the general fund for thewr expenses The
Executive Commuttee recommends to e Board of Trustees that the
Exccutive Director wnte to the Budget and Pension Comumutiees providinga
background of the Retrement Agency’s mvolvement with the audits,
indicating the present recovery problems  The letter 1s (o request relief from
the audut function o to provide for resmbursement of the audit costs to the
System On motion made by Mr Brown and seconded by Major Krome, 1&:
RBoard voted unammously to mstruct the Exccutive Director 10 wiite the
Budget and Pension Commuttees requesting rehef from the audst functron c;§r
provisions for resmbursement of the audit costs ;
Mr Brown stated that a discussion of the dedicated bond fund and a review of
the mtemnal accounting procedures were held The Execulive Commitiee
requested staff 1o prepare a report and any recommendations they may have |

Mr Brown then informed the Board that during the Commuttee meeting, Mr
Peter Vaughn stated that the Renrement Agency had recerved a request from
Mr Antomo for a heaning afier the Agency demed hus request to suspend the
retirement benefit Het further stated that neither pension law nor current
regulations permutted  the benefit to be suspended whule a retiree 18 rw:,
employed The recovery of any overpayments 0CCurs after the retiree receives
the income and after the Retrement Agency venfies that the offset 15 required
with thewr employer *
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The Executive Qcmmmm recc}éumnded to the Board of Trustees that i
accept Mr Vaughna's i«ztmr denymng & heanng to Mr Antomio On motuon
made by Mr Bmwn‘and seconded by Major Krome the Board m:eﬁ
unanirmously (o accept ! ’;«ir Vaughn's letter denying a heaning to Mr Mmmc?

.

Mr Brown informed the Board that dunng the Commuttee meelng, Mr
Harvey Raitzyh reported on the existng and poteniial backlogs within me
Admuustrative Dhvision of the Renrement Agency  He noted that the ﬁgencv
15 heading 1nto its peak processing pentod of Apnl mito August, and assured
the Comnuttee that the Agency would shift employees to address backiags
that occur because of the pezk processing tune §

Mr Brown noted that Mr Howard Plemes addressed the ssue of the fadur@
of collective bargmming hills At the Apnl Board meeting, It had been
suggested that the Retrement Agency's admumstrative costs as noted on the
Agency's fiscal notes were responsible for the fatlure of most of these
proposals  Mr Plemes informed the Comonttee that the prime reason for the
unfavorable report was lateness and the cost to provide the added benefits

Mr Harmson renerated that these benefits were collecuvely bargamned and
should bave been cnacted by this Legislature

Mr Brown reminded the Board that i Apnl the Agency had presented a
proposed Board policy for Offsetting Retirement Benefits Aganst kaxzrs
Compensation Payments  He noted that the offset 15 taken when there 15 'x
special or secidental disability benefit that resulung from an on-the-job m;ury
and the Worker's Compensation award s pard or payable on or afier the
etrenent date §
Mr Brown stated that, as requested, stafl matled the policy to all Trustee
for their comments There was no feedback and, therefore, requested m«:
Board to approve the new policy !

!
The Executive Commuttce recommends to the Board of Trustees that 1t
approve the Agency's new policy statement, Workers” Compensation Of] fem
of Disability Retwement Benefits  On motion made by Mr Brown and
seconded by Major Krome the Board voted 1o approve the Board policy m
admmster  Workers' Compensanon  Offset of  Disability Retrement
Benefus with a vote of eight 1o two  Chairman Schaefer, Secretary Foster,
Muyor Krome, Dr Atémx. Messrs  Caple, Brown, Rakes, and Wzitmnm
registered yea voles Messrs Lam,uqxer and Harrison registered nay voles

Mr Brown stated that the Stramgw; System Update would be given by Mr
Senboer during Executive Session
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Medical Board
Reports

Supplemental
Board Repouts

Cilher Business
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Mr Brown adwised the Board that the Annapolis Data Center 1s relinng 2 a
Cobol compiler as of ;Jui [,2002 Rather than wan for the need to change
an impacted program, the Agency 15 Converiing those programs im the emxnnga
system that are deemed crtical to current operaton .
! |
§
|

|
The Board, on motion made by Mr Hamison and seconded by Mr wmams
the Board unanimously accepled and approved the reports of the Med:ca!
Board in connection with upplications of members for ordnary af}d
accrdental retrement allowances The Medical Board's conclusions were

!

reached after uts review of the evidence provided by the claimants i
m:mhzmmw .

i
The Board. on motion made by Mr Brown and seconded by Mr Harnson
the Bomd voted unammously accepted and approved the %135:);}&&1}31::13
report of the Medical Board 1 connection with apphcatons of members fm
ordmary and aceidental retwement allowances  The Medieal Baam‘
conclusions were reached after nts review of the evidence provided by ih{:

clarmants ‘
MM i 5 ;

Tt Board accepted er Brown" @ report

[

|
Mr Dawid Rakes gave the followng report of the Minonty Partscipation
Policy Sub-Commuilee mesting %

S

Mr Rakes stated that the Sub-Commttee held sts first, planmng meeting zm
Friday, May I8, 2002 Auending were Dr Alem, Mr Caple, Ms %nsm{vm
phone) and Ms Humphnes, with Mr Rakes serving as Chair fl

i

There was some mitial discussion on the Committee’s charge  The
Commuttee agreed that 1t would address the most challenging 1ssue at thm
ponnt - that of crafting an MBE policy as ther focus l

Mr Rukes reported that the Agency had done quite well with us MBE
ibatives  However, the concluston was that there 15 sull a need to codify t?w
long time practice, and thus mstutronahize the program  This can be done
rather simphstically and sull conform to State and Constiutional standards
Moreover, and MBE policy must also conform to the pension fund's overall
econorue goals

Mr Rakes wfomed the Bz}axd that the.: Commuttes plans to have 4 draft policy
before the full board no lmr that October 15, 2002, 1o allow for maxsmum
discussion Mr Rales mtt:d that s work progresses over the Summer, the
Bowrd will be kept appmrscd

The Board accepted Mr Rakes report Astachment B
|

|
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Adjournment

ghm

Mr Brown expressed concerned about the phone system Mr Caple and Mr
Lancaster agreed  Mr Lancaster further voiced his displeasure at seemng the
duct 1ape and asked that a wireless system be installed  Major Krome stated
that he would prowide Mr Vaughn with iformation regarding and SOG
number conference call system  The Board directed staff to replace the
conference phone system  Mr Vaughn stated that he would address the
matter

Mr Brown requested that in future meetings, executrve Session would be held
at the end of the Board meetings  Chairman Schaefer agreed

On motion made by Mr Williams and seconded by Mr Brown, the Board voted
snanimously 1o meet in Executive Session to recerve Advice and discuss wath staff or other
individuals regarding pending or potential htgation  Section 10-508(a)8) authonizes the
Board (o meet 1 closed session to consult with staff or other individuals about pending or
potental ingation ;

EXECUTIVE SESSION

The Board met in Executive Session at 2 00 p m 1 the Board Room of the SunTrust Burlding
at 120 East Balumore Street 1o consider the appeals of Carne Jackson, David Wnght, Maumw
Momson and Paul Hendricks, and to consult with staff or other idividuals about pending Qr
potential hugaton Al of the persons present at the beginming of the meeting were present mn
Executive Session except the following Jill Lemer, Ronald Ruffo, Carla Katzenberg, Came
Jackson, David Wright and Kenneth Nieman, Esq, Auomey for Paul Hendneks  The Board
adjourned its Executive Sesston al 2 15 pm and returned 1o regular session to complete the
agenda

On mouon made by Major Krome and seconded by Dr Alenu, the Board
voted unarimously (o ratify actions taken in Executive Session

13 There bemg no lurther ?luzmms, the meenng adjourned at 2 17 pm
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Peter Vaughn
Secretary 1o the Board
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