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

MINUTES OF MEETING

May 18, 2004

The Board of Trustees for the State Retirement and Pension System of Maryland met 1n the
Boardroom of the SunTrust Building, 120 East Balumere Street, Baltimore, Maryland, at 9 00
am There were present Withiam Donald Schaefer, Chawrman, Nancy K Kopp, Vice-Charr,
Dr Nancy § Grasmick, James C DiPaula, Jr, Arthur Caple, William D Brown, Carl 8]
Lancaster, Patrick O'Shes, ¥ Patrick Hughes, Momis L Krome, David B Hamihton, Trustees,
and, Thomas K Lee, Secretary  Agency Staff members also anending were Margaret Bury,
Retirement Admunistrator, Deborah Bacharach, Prncipal Counsel, and Robert Femsten, Carla
Katzenberg, and Jill Lewer, Assistant Attomeys Ceneral, Steve Huber, Chief Investment
Officer, Sherlyan Mateshy and Howard Plemes, Legislation and Research, Thomas Gighotu,
Chief Internal Auditor and Brian Feihinger, Margo Wheet, Chief Financal Officer and feanme
Abramson, Joseph Coale, Public Information Officer, Gary Scnibner, Chief Information
Officer, and Shirley Hartnent

Also attepding were Dean Kenderdine, Comptroller’s Office, Howard Freedlander,
Treasurer’s Office, Damet Tomphins, Legislative Services, Mary Jo Newville, Marvland State
Teachers Association, Robert Palumby, Marvland Retired Teachers Association, Sue Estey,
AFSCME, Charles P Doukas, William L Head, and, Boame ] Bondura and Michael E
Davey, Esquire

Election 1 Chatrnman Schaefer announced the results of the recent clection to fill a
vacancy on the Board to represent the vanous employee systems  Mr John
W Douglass was elected as a retired member of the Legislative Pension Mlan
and the Employees’ Pension System to serve on the Board of Trustees
Governar Schaefer noted approximately 20% of the memberstup participated
in the election

At the request of Charrman Schaefer, Mr Coale noted that the Chapman trial 1s expected to
begin approxsmately June 7. 2004 He aaticipates igh media interest and requested that
guestions from the medm concermng the tnial be directed to Mr Thomas Lee

Munutes 2 On & matwon made by Dr Geassuck, seconded by Mr Brown, the Board
approved the minutes of the meeung held Apni 20, 2004
hivvestment 3 Mr Arthur Caple, Charrman of the Investment Commstiee, reported on the

Commttee Report meeting held May 14, 2004

and Recommendations



Audit
Commttee Report
and Recommendations

4

On a motion by Mr Caple, seconded by Dr Grasmich, the Board approved
the Real Estate Registry as presented

Mr Caple advised that staff continues to work on prepaning an RFP for the
Optional Reurement Program (ORP)  Mr Caple noted that the Board
previously approved (a) retaning two of the four current providers  TIAA-
CREF and AIG-VALIC. (b} renewing the contracts of ING and Amercan
Century for the six month period commencmg July 1, 2004 and ending
December 31, 2004, and (¢} 1ssuance of an RFP for one or more providers It
was also noted that staff has already met with all four of the ORP vendors and
informed them of the Board's action plan  The Investment Commttes agreed
that the fund line-up for providers 15 to include the following categornes
money market, stable value, core bond, balanced, large cap growth, large cap
blend, large cap blend (passive), large cap value, mfernational equity  Four
new categories are (o be added mud cap, small cap, socially responsible fund,
and hifestyle funds

On motion made by Mr Caple and seconded by Mr Lancaster, the Board
approved the process for continuing revistons to the ORP

Following a discussion of confidentiality under the Public Information Act as
it relates to the private equity investment program with Ms Bacharach, on
motion made by Mr Caple, seconded by Mr Hughes, the Board agreed to
approve the “State Retrement & Pension System Policy Disclosure of
Information Regardimg Private Equity Investments™ presented to the
Investment Commuttee and the Board of Trustees and the Confidentiality
Agreement requested by Adams Street Partners by a vote of 65 Mr Caple,
Mr FShea, Mr Hughes, Dr Grasmick, Secretary DiPaula and Mr Hamulton
voted Yea and Major Krome, Comptroller Schaefer, Mr Lancaster, Mr
Hrown and Treasurer Kopp voted Nay Both Comptroller Schaefer and Major
Krome expressed therr concerns with not keeping the membershep informed of
certamn mvestment information must be kept confidential

The Board accepted Mr Caple's repont

Mr David Hamslton, Chairman of the Audit Comimttee, reported on the
mecting held Apnil 20, 2004

Mr Hanulton indwcated that there s a request under the statewide auditing
service contract through the Department of Budget and Management o secure
needed services for the required audats of all particrpating povernmental units
Mr Hamilton noted that Mr Giglottt was conducting interviews for
vacangies wathin the Aude Divisian However, filling positions 15 expected to
continue to be difficult as the State 15 competing with the fop five accounting
firms for prospective employees

The Board accepted Mr Hamilton's repont

¥



Audit
Committee Charter

Evecutive
Threctors Report

John § Kelly

Charles P Doukas

HH D Mulbneaux

Wilham L Head

On motion made by Mr Hamulton, seconded by Secretary DiPaula, the Board
adopted the Audi Committee Charter

Mr Thomas Lee advised the Board that staff was preparmg an Agency Busmess
Plan to present to the Trustees al the June meebng  He stated that his intent
remains to shore up the Agency’s mframrumure;

Mr Lee indicated that the Agency was Mg,mmég the anawal process 1o close the
current fiscal year He noted that there 15 an RFP for a business process review
to indicate if the Agency 1s following best praxzrms m completing s duties,
with changes being made as needed  This wll »bs. une of the first steps towards
developmg a new data processmg sysiem for the future

The Board accepted Mr Lee’s report
The Board deferred action on Mr John § Kelly,s claim for accidental disability

benelits at the request of Mr Kelly who has obtamed new legal counsel  His
claim is being rescheduled for August

The Board considered the recommendation of the Admimistrative Law Judge i
connection with the clanm of Mr Charles P Doukas for accidental disability
benefits  The Admmustrative Law Judge's report, a report by the Medical
Board, and all related documents submitted by the parties were presented

Mr Doukas appeared before the Board and opposed the Agency’s position
and the Admimistrative Law Judge's recommendations Ms Carla Katzenberg,
attorney for the Agency, addressed the Board and argued that the Board
should adopt the Adminstrative Law Judge's! recommendations  Following
diseussson, the Board deferred further e:omnﬂcraum to Exccutive Session

The Board deferred action on Ms Jill D Mullineau’s clmm for aceidental
disabilny benefits at Ms Mullineaux's request due to the illness of her attomey
Her elaim will be rescheduled for a future meeting

The Board considered the recommendanon of the Admimistrative Law Judge n
cennection with the claim of Mr Wilbiam L Hiaad for aceidental disabniny
benefits  The Admimstrayve Law Judge's report, a report by the Medical
Board, and all related documents submitted by the parties were presented

Mr Head appeared before the Board and opposed the Agency's position and
the Admuonstrative Law Judpe’s mmmmmddn@ns Ms Bl Lemer, attorney -
for the Agency, addressed the Board and argucd that the Board should adopt
the Adnumstrabive Law Judpe’s remmmendmmns Following discussion, the
Board deferred further consideration to Executive Sesston
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The Board reconsidered the recommendaton of the Admimstrative Law Judge
m connecton with the claim of Ms Bonnie Bondura for aceidental disability
benefits  The Admmstrative Law Judge's report, a report by the Medical
Board, and all related documents submitted by the parties were presented

Mr Michael E Davey, attorney for Ms Bondura, appeared before the Board
and agam opposed the Agency’s position and the Admmistrative Law Judge's
recommendations Ms Carla Katzenberg, attorney for the Agency, addressed
the Board and argued that the Board should adopt the Adnumistrative Law
Judge’s recommendations  Following discussion, the Board deferred further
consideration o Executive Session

Deborah Bacharach, Principal Counsel, advised the Board that the appeal of
Richard Mitler had been remanded 1o the Board by the Count of Special Appeals
based on 1ts finding that the Admanistratyve Law Judge failed 1o make 2 decision
regarding  causation when reaching a decision on Mr Miller's appeal  The
Board deferred discussion on this 1ssue until Executive Sesston

Oy motion made by Treasurer Kopp, and duly seconded, the Board accepted the
reports of the Medieal Board 1n connection with applications of members for
ordinary, accidental and speeal dsability retrement allowances The Medical
Board's conclusions were reached after us review of the evidence prowvided by
the clmmants

On motion made by Major Krome, and duly seconded, the Board unammously
voled to accept the supplemental reports of the Medical Board i connection
with applications of members for ordinary, acculental and special disability

retirement allowances The Medical Board's conclusions were reached after its
review of the evidence provided by the claumants The Supplemental Report
of the Medieal Board 15 shown as Exhubit A

On moton made and duly seconded, the Board voted unanimously to meet in Executive Session Lo
constder an investment matter and the disalnlity appeals  State Govt Aricle, Section 1-303(a)( )m)
authorizes the Board 1o meet in closed session to exererse a quasi~pudicial Funetion The Board agreed
to meet in Excecutive Session to consider the mvestment of public funds (Section 10-508(a)(5)), to
consult with counsel 1o obuun legal advice (Section 10-308(a ¥ 7Y}

EXECUTIVE SESSION

The Board met i Executive Session at T 06 a m 10 the Boardroom of the SunTrust Buidding at 120
East Baltmore Street to conswder mvestment matters  All of the persons present at the beginamg of
the meeting were present in Executive Session except James C DiPaula Je , F Patrick Hughes, Robert
Femstein, Carla Katzenberg, il Lemer, Gary Senbner, Daniel Tompkins, Mary Jo Nevile, Howard
Freelander, Robert Palumb, Chacles P Doukas, Willlam L Head, Bonnie J Bondura and Michael E
Davey  The Board adjourned s Execulive Session at 11 30 am and returned to regular session o
comgplete the agenda



REGULAR SESSION

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

Charles P Doukas

William [, Head

Bonme ] Bondura

Richard Miller

The Board considered the appeal of Charles P Doukas  Following a
discussion, a motion made by Dr Grasmick, seconded by Treasurer Kopp, the
Board voted to adopt the Admimistrative Law Judge's Proposed Deciston and
deny Mr Doukas’ request for acewdental disabdity benefits

The Board considered the appeal of William L Head Following a discussion,
a motion made by Treasurer Kopp, seconded by Mr Caple, the Board voted to
adopt the Adnumistrative Law Judge's report and deny Mr Head's request for
accidenta) disability benefits

The Board considered the appeal of Bonwe J Bondura  Following a
discussion, a motion was made by Mr Lancaster and seconded by Mapor
Krome to approve accidental disability  The motion failed on a vote of 4-5
(Dr Grasmuck, Mr Lancaster, Mr Brown and Major Krome voted Yea and
Mr Hamilton, Treasurer Kropp, Mr Caple, Mr ('Shea and Chairman
Schaefer voted Nay) Following a motion made by Treasurer Kopp and duly
seconded, the Board voted (o adopt the Admuustrative Law Judge's report and
deny Ms Bondura's request for accidental disability benefits (Treasurer
Kopp, Mr Caple, Mr O"Shea, Mr Hamilton and Chairman Schaefer voted
Yea and Dr Grasmick, Major Krome, Mr Brown and Mr Lancaster voted
Nay)

On motion made by Mr Brown, seconded by Mr Hamilton, the Board
decided to review the remanded appeal of Richard Miller without arguments

The Board approved the Executive Sesston mmutes for the meeting held Apnil 20, 2004

There bemng no further business before the Board, the meeting adjourned at 11 35a m

TKLAnch

Respectfully submitted,

T £l

Thomas K Lee
Secretary to the Board



