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" BOARD OF TRUSTEES

FOR THE
* STATE RETIREMENT AND PENSION SYSTEM
' OF MARYLAND

MINUTES OF MEETING
5 September 20, 2005

The Board of Trustees for the State Retirement and Pension System of Maryland met
in the Boardroom of the SunTrust Bullding, 120 East Baltimore Street, Baltmors,
Maryland, beginning at 902 am  There were present Carl D Lancaster, acting
Charman, Nancy Kopp, Vice-Chawman (via telephong), Wiliam D Brown, John W
Dougigss, David B Hamilton, James M Harkins, Sheila Hill, F Patnck Hughes,
Cec ra‘Januszmewscz Dr Meussa Moye, Trustees, and, Thomas K Lee, Secretary

P

Itis namd for the record, Major Momns L Krome was unable 1o attend due to pﬁmonai
iness "

Agency Staff members attending were Jeanme Abramson, Monica Bas, Margaret
Bury, Deborah Bacharach, Laura Burns, Rachel Cohen, Melody Countess, Paige
Davis,; Robent Femsten, Thomas Gighoth, Steven Huber, Carla Katzenberg, Jil R
Leiner, Dale Markie, Larry Martin, Vincent Marsigha, Sherfynn Matesky, Will Morrow,
Howard Pleines, and, Harvey Rartzyk

Also  attending were Hobert Dezube, Anne Gawtrop. Hassan Ghax, Dean
Kendetrdine, Martin Levine, Amy Maloney, Robert Palumty, Katie Staub, and, Theresa

Brocoolino

., 1 On motion made by Mr Hughes, and seconded by Dr Moye, the -
Board approved the minutes of the August 16, 2005 regular meeting

2  Mr Carl Lancaster, Charman of the Investment Comimittee,
reported on the meeting held September 9, 2005

Recommendations ahd
information tems Mr Lancaster reported an the following information tems discussed at

« the investment Commitiee meeting

' e Stafl and Enrus Knupp made an educational presentation on

] Enhanced Indexing Staff s planning to brng finalists to the

¢ investment Committea next manth

: ¢ Steve Cummngs and Lan Quan reviewed Enms Knupp's Semi-
Annual Fund Manager Evaluation and 2™ Quarter Performance
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reports

» The Committee-recewed-mvestment guidelines from Acadian

)
. Asset Management; the-newly hired global equity-manager —s=
4 o Staff updated the Committee on the pooled real estate fund -
! JP Morgan and Prudential Cigna Realty

: ¢ Staff reported that the total plan would have earned additional
: | assets (39 basis points) If the new asset allocation targets had
¢ i beenn place since June 30, 2004




s Staff reported that excess returns defined as returns above the
: benchmark less fees were higher for passive equity
! investments than for active managers over the last three years

Mr Lancaster presented the Investment Committee’s recommendation
regarding repayment of the mortgage loan on the Cranberry Square
property On motion made and duly seconded, the Board of Trustees
approved the following motion

1 the repayment of the outstanding loan balance of the mortgage
: loan on the Cranberry Square Shopping Center property as of
) November 30, 2005 (approximately $7,995,677)the “Loan
Repayment'} 1s approved, and

2 the Executive Director 15 authonzed to sign any documentation
and take any steps reasonably required i connection with the
Loan Repayment

Adrministrative 3 Mr Willlam Brown, Chairman of the Admimistrative Committee,
Commitiee : reported on the meeting held September 6, 2005

Recommendations and .
information tems On motion made by Mr Brown, seconded by Ms Hill, the Board

_accepted staff's budget request, Volume 1, containing three unfunded
new Intiatives, and addmng a request for $357,000 for restoring the
matiing of monthly advice shps 1o retirees

On motion made by Mr Brown, seconded by Ms Hill, the Board upheld

Mr Lee's denal of Ms Mary Perhach's appeal to have service credits «

: restored  She had incorrectly receved full senice credits for part-ime
employment

' On motion made by Mr Brown, seconded by Ms Hill, the Board *
-approved ncluding a Limited Independent Status for the Retirement
Agency n the 2006 legisiative packet that 15 to exempt the Retirement

* Agency from any hinng freeze or from any general cap on number of
! positions that the Board may approve for the Agency It also estabiishes
independent salary setting authonty for the Retrement Agency on

-cartan executive and professional positions  Staff 1s to bring additional .
information on the positions that would be subject to salary review by the

" Board to the October Administrative Committee meseting Secretary

Januszkiewicz abstamned -

On motion made by Mr Brown, seconded by Ms Hill, the Board
Unammously voted to include™the™following 0 ts” 2006~ legislative™
i proposals ,

e HReemployment lssues Amend the Correctional Officers’
Retrement System and the Local Fire and Police System to have
the same earnings restrictions as other systems (9 years)

¢ Contnbution Deficiency Codify long-standing practice of applying

j interest fo any contnbution deficiency that occurs to a member's
p account Recommended by legal staff
: e Disabity Reporting Elminate the annual Continuing Statement of

- Disabity (2005 legistation makes document obsolete}

'
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» Disability Beneits - Law Enforcement Exempt several disability
retiress from suspension of allowance that occurred from January
1, 2005 through June 30, 2005 HB10 of 2005 exempted retirees
after July 1, 2005 This 1s carrective legistation to make the 2005
changes retroactive to January 2005 to permit payment of the
' suspended banef;ts o the impacted 2 retiregs
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On motiort made by Mr Brown, seconded by Ms Hill, the Board
accepted the election schedule for the State Police Retmmem Systam
trustee glaction

Mr Will Morrow, Project Manager, reported that staff would be finalizing
a proposal for upgrading the System's data processing capabilies for
A presentation to the Administrative Committee and the Board in October
He indicated that to meet the desire of the Trustees to accelerate
! establishing a new IT system, it 18 lkely that staff will be proposing
! upgrading the eusting Legacy system fo provide core service to the
Retirement Agency and flexibilty to implement benefit enhancements

Mr Brown advised the Board that since it 1s unknown as to what benefit
improvements the General Assembly may consider in 2006, the Agency
is defernng its decision on expending any resources to modiy the
Legacy System untl more specific direction 1s provided by the General
Assembly

g kBl

Mr Brown also noted that Major Krome presented a Summary of
Results on the funding changes of the State Police Retirement Systern
during the penod June 30, 2000 through June 30, 2004 He asked that
Trustees who had questions on this data may contact Major Krome

; EXHIBIT A

The Board accepted Mr Brown's report

Executive « 4 Atthe request of Mr Lee, Mr Pleines advised the Trustees thal a new
Director's N schedule for the Joint Commuttee on Pensions had been distrbuted
Report ' The first meetings were scheduled for Monday, September 26 at 10 00

am and 200 pm in the Jont Hearng Room of the Legslative
Services Building Other dates on the schedule are October 12,
Qctober 24, and November 8§  Potential benefit enhancements were to
. be a pnme topic throughout these meelings N

P N

Miiman USA . __ .5 __Mr Robert Dezube, Actuary Miliman USA, presented a brief overview of
: © the preliminary findings for the June 30, 2005 actuaral valiauén  He -
e _indicated that under the corndor funding method, the overall rate of
contnbution expressed as a percentage of paym! 5 expected o
increase from 8 46% to 9 18% Final results are to be distributed to the
Trustees on October 4, with supporting materals, and formally

; presented at the October 18 Board meeting

Lo
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Risk Assessment ' 6 The results of the rnisk assessment study perfarmed by Deliotte &

Touche was deferred until the October meeting

¢ :

Medical Board 7 On motion made by Ms Hill, seconded by Mr Brown, the Board
Reports g accepted the reports of the Medical Board n connection with

applications of members for ordinary, acoidental and special disabihty
retirernent allowances The Medical Board's conclusions were reached
after its review of the evidence provided by the claimants

Supplemental 8 Onmotion made by Ms Hill, seconded by Mr Brown, the Board
Medical Board accepted the supplemental reports of the Medical Board in connaction
Reports : with application of members for ordmary, acodental and special

chsability retrement allowances The Medical Board's conclusions

were reached after #s review of the ewidence provided by the

claimants EXHIBITB

g

On motion made and duly seconded, the Board voted unanimously to meet in Executive
Session to hear from a consultant retained by the Attorney General's Office pursuant to State
Government Article, Section 10-508{a)(7} and (8) which authonzes the Board to meet m closed
session to consult with counsel to obtan legal advice, and to consult with staf, consultants, or
other indwiduals about pending or potential ibgation

" EXECUTIVE SESSION

The Board met in Executive Session at 10 44 a m i the Boardroom of the SunTrust Building
at 120 East Baltmore Street to hear from a consultant There were present Carl D
Lancaster, Acting Chawrman, Nancy Kopp, Vice-Chairman (via telephone), Willam D Brown,
John W Douglass, Dawd B Hamilton, James M Harkins, Shela Hill, F Patnck Hughes,
Ceciha Januszkiewicz, Dr Melissa Moye, Trustees, and, Thomas K Lee, Secretary Others
in attendance were Jeanme Abramson, Monica Bias, Margaret Bury, Deborah Bacharach,
Rachal Cohen, Melody Countess, Robert Feinsten, Steven Huber, Vincent Marsigha, and,
Howard Pleines

¢
The Board ended its closed session at 1226 pm and returned to reqular session to
complets the agenda

i REGULAR SESSION

ki

Robyn A Grolme 9 The Board considered the Proposed Decision of the Admurstrativer Law

Judge i connection waith the claim of Ms Fobyn A Grolric for disabiity

benefts The Proposed Decsion of the Admirustrative Law Judge, a

raport by the Medical Board, and alf related documents subrmitted by the
¥ parties were presented

On adwice from Ms Grolnic's attorney, Franois Colling, her appeal was
: considered on the record The Board deferred further consideration to
8 Executive Session



Josl A Rife ‘

i T

Theresa Broccolino

Y

Denrws 1 Curry

. e -

Darlene
Benedict-Samaras

H

10 The Board considered the Proposed Decision of the Administratve Law

11

12

Judge m connection with the clam of Mr Joel A Rife for accidental
disability benefits  The Adrmwnistrative Law Judge's report, 8 report by
the Medical Board, and alf related documents submutted by the parhies
were presented

Mr Rife did not appear before the Board His appeal was constdered
on the record The Board deferred further consideration to Executive

Session

The Board considered the Proposed Decision of the Administrative Law
Judge n connechon wath the clam of Ms Theresa Broocoling for
accidental disabilty benefits The Proposed Decsion of the
Administrative Law Judge, a repert by the Medical Board, and all related
documents submitted by the parties were prasented

Ms Broccolino appeared before the Board to oppose the Agency's
position and the Administrative Law Judge's recommendations Ms Jill
Leiner, attorney for the Agency, addressed the Board and argued that
the Board should adopt the Admmistrative Law Judge's
recommendations  Following discussion, the Board deferred further
consideration to Executive Session

The Board considered the report of the Medical Board and the Proposed
Decision of the Administrative Law Judge m connection with the clam of
Mr Denms | Curry for disabidy benefits The Medical Board Report
and the Proposed Decision of the Administrative Law Judge and all
related documents submutted by the partes were presented

On advice from Mr Cumy's attorney, Peter M Callegary, his appeal was
considered on the record The Board deferred further consideration to
Executive Session

13 The Board agreed to defer Ms Benedict-Samaras’ appeal for acadental
disability and reschedule ¢ for a future meeting

On motion made and duly seconded, the Board voted unanimously to meet in Executve
Session 1o dehberate disalxlty appeals, pursuant to State Government Article, Section 10-
503(a)( 1 Ymy which authonzes the Board to mest in closed session {o camry oul a quasi-udicial
function The Board also agreed to meet i closed session 1o discuss a transition update and &
private equity malter pursuant to State Government Article, Section 10-508(aj{5} which

authonzes thg

%

HE Py

Board to meet in closed session to consider the mvestment of public funds
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EXECUTIVE SESSION
The Board met in Executive Session at 12 43 p m in the Boardroom of the SunTrust Building at 120
East Baltimore Street 1o consider disability appeals and discuss investment matters involving a
transition update and private equity  There were present Carl D Lancaster, Nancy K Kopp (via
phone), Willam D Brown, John W Douglass, Jarmes M Harking, and, Sheda Hil, Trustees, and,
Thomas K Lee, Secretary Agency staff also attending was Deborah Bacharach, Monica C Bias,
Margaret A Bury, Rachel Cohen, Steve Huber, Vincent Marsigha, and, Howard Plemnes

The Board ended its.closed session at 12 53 pm and returned to regular session to complete the

agenda '
REGULAR SESSION

R

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

Session
!

Minutes ¥ On motion made and duly seconded, the Board approved the mmnutes
of the August 16, 2005 closed session meeting

Robyn A Grolmic  © The Board considered the appeal of Robyn A Grolnic Following a
‘ discussion, on a motion made by Mr Harking, seconded by Mr
Douglass, the Board voted {0 adopt the Admunistrative Law Judge's
Proposed Decision and deny Ms Grolnic's request for acoidental
disabuhty benefits

Joel & Rife ' The Board considered the appeal of Joel A Rife Followng a
; discussion, on & moton made by Mr Harking, seconded by Mr Brown,
the Board voted to adopt the Administrative Law Judge's Proposed

Decsion and deny Mr Rife's request tor accidental disability benefits

Theresa Broccoling - The Board considered the appeal of Theresa Broccoling  Following a
discussion, on a moton made by Mr Brown, and seconded by Mr
Harkins, the Board voled to adopt the Admirustrative Law Judge's
Proposed Decision and deny Ms Broccoline's request for accidental
disability benefits

Dernnig | Curry . The Board considered the appeal of Denms | Curry  Following a
discussion, on &8 motion made by Mr Harking, and seconded by Mr
Brown, the Beoard voled fo accept the Medical Board Report and the
Admwrustrative Law Judge's Proposed Decision and deny Mr Curry's
request for disability benefds

There baing ho furth?r business before the Board, the meeting adjoutned st 12 58pm

£

Respectfully subrmitted,

L S L

Thomas K Lee
: Secretary to the Boarg

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

MINUTES OF THE September 6, 2005 MEETING

The Adrmurustrative Committee met on Tuesday, September 6, 2005, beginning at 830am i the
Boardroom of the State Retirement Agency, 120 £ Baltimore Street, Baltimore Maryland William D
Brown, Charman, Morms L Krome, Vice-Charman, Howard Freedlander, representing Treasurer
Kopp, David B Hamilton, and James Harking were present  Also attending were Thomas K Lee,
Executive Director, Carl Lancaster, Trustee, Margaret Bury, Vincent Marsigha, Jeanmie Abramson,
Victona Wiltard, Will Morrow, Larry Martin, Harvey Rantzyk, Dale Markel, Deborah Bacharach, Anne
Gawthrop, Sherlynn Matesky, and Howard Pleines

A Minutes of the Administrative Committee held August 2, 2005
On motion made and duly seconded, the minutes of the August 2 meeting of the Adminustrative
Committee were approved

B. Adm:riistraﬁve Fees
The Agmm:stratwe Committee accepted the manager fees through July 31, 2005

C. Fiscal 2007 Agency Budget
Mr Tom Lee presented the Retirement Agency's budget proposal for FY2007 Mr Lee
indicated that the presentation was in two volumes (1) the DBM target budget with Agency
impact, and (2) staff's recommended budget proposal

As with last year's budget, the Department of Budget and Management has set a target for the
Retrement Agency to reduce its budget for FY2007 by 3% The FY20007 reduction 15 3% of
the 2006 appropration - effectively a 4 5% reduction for the Agency due to mandated and
inflationary increases as well as contractual obligations Requests for additional funding
beyond the target budget are to be evaluated on 2 competitive basis i the context of the
overall State budget Mr Lee stated that staff's recommendations are in Volume 1l of the
budget proposal

To meet the DBM mandate, services involving benefits adminstration and investments would
be curtaded The cuts would also impact on the Agency's abilty to successfully develop a new
IT system which 15 cntical for the continuing successful operations of the Retirement Agency
The staff recommended budget addresses the Retirement Agency's prionties and objectives
There are 3 unfunded new iniatives not included in the baseline budget investment due
diigence, staffing mfrastructure, and member communications

Investment due diigence related to 3 additional nvestment positions quantitative analyst,
equity analyst and accounting analyst, all of which will provide the necessary in-house support
to the System's investment programs  Mr Lee continued by noting that staffing infrastructure
13 an engaing concern within the Agency There 15 & great need to develop and retain staff that

3
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is both expernenced and knowledgeable in the vanious specialized functions within the Agency
Therefore, the Agency 15 seelang the following conversion of 14 contractual posiions within
the Administration division. conversion of a confractual position within Human Resources,
create a new position to hire an in-house actuary, and, obtain part-tme assistance during the
legrslative session

Mr Lee indicated that a crtical need for the Relirement Agency 1s to mantain communications
with both members and retirees  The Agency, however, was required to eliminate newsletters
and other pnnted materials in its FY08 budget While the Agency continues to increase s
Web site to distnbute information to members and retirees, there 15 continued concern that
retireas {and some members) do not have web access Therefore, the Agency 15 seeking
restoration of funds ($89.256) for printing matenals for the membership  In addition, Mr
Lancaster requested s fiscal note on the funds needed to restore mailing monthly check advice
shps ¢

Action ltem: On motion made by Mr Harkns, and seconded by Mr Freelander, the
Administrative Committee recommends to the Board of Trustees that it accept the Retirement
Agency's budget request, Volume I Major Krome voled agamnst the motion noling his
continuing opposition to any budget that reflects possible cuts  He believes that as a fiduciary
of the System he must speak out agamst the concept of doing more with less when lack of
resources prevents the Board and the Agency from fully performing their required duties

. Mary Perhach- Appeal to Restore Deleted Service

Ms Sherlynn Matesky adwised the Administrative Committee that Ms Perhach was seeking
restoration of service credits as well as a benefit based on projections from her annual
P&rsaqai Statement of Benefits (PSB) Mr Lee denied her request on August 11, 2005

During her membership in the Teachers' Pension System, Ms Perhach worked as a par-time
teacher's assistant for Montgomery County Schools  Service credits were incorrectly reported
as full tme In addiion, the Personal Statement of Benefits assumes full tme service when
projecting benefits for the future (stated on the PSB} Ms Matesky noted that granting
additional service credits would provide benefits which Ms Perhach has not earned Her
benefits are calculated based on the service she earned dunng her part-ime employment Ms
Matesky requested that the Comrmittee uphold Mr Lee's derval of Ms Perhach's request
Action ltem: The Admmmstrative Committee recommends to the Board of Trustees that o
uphold Mr Lee's decision and deny Ms Perhach's appeal

. 2008 Board Sponsored Legislation

Mr Howard Plemnes presented 5 proposals for mnclusion in the Board of Trustees' annual
legisiative packet
1 Limited Independent Status In order to obtain the positions needed to carry out s
mission without the imitations placed on General Fund agencies, staff recommends
exempting the Retirement Agency from any hinng freeze or from any general cap on
number of postions that the Agency may hire The Board, with the appropnate
justification would set the positions required to meet the Agency's needs Furthermore,
staff 18 recommending establishing Independent salary sefting authonty for the
Retrement Agency on certain executive and professional positions as determined by
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‘the Board This 1s needed to attract and retan highly qualified professionals,
particularly in investments
2 Reemployment Issues In 2005, the Board successfully sought to alter the law related
o the length of time that retirees were subject to an earnings limitation f employed after
retirement with the same employer Under the amended law, a retiree cannot be
subject to the earmings hmitation for more than § full years (previously 10 years)
Inadvertently, the amendments did not apply to the Correctional Officers’ Relirement
- System or the Local Fire and Police System  Staff 1s recommending this oversight be
" corrected
3 Coninbution Deficiency The Retrement Agency has consistently apphed interest to
_any contnbution deficiency that occurs to a member's account {1 e, when mandatory
“contnbulions are not received, a contribution deficiency 1s created)  Since contributions
would earn interest in a member’s account, the Relirement Agency has increased a
contnibution deficiency by this same amount of interest if the member does not seek to
pay for the deficiency At retirement, a contnbution deficiency lowers the member's
"benefit amount Legal staff has recommended that this long time practice be codified
4 Disabity Reporing Since 1982, the Retirement Agency has issued a Continuing
Statement of Disability to ohtain medical and earnings information from the System's
disability retirees  With changes to the law that occurred since 1982 there 1s no longer
a need for current medical mformation  Amendments in 2005 eliminated an earmings
limitation for employment outside the System, eliminating the need for salary
information that data 15 received annually from all participating employers  Therefore,
staff recommends that the requirement for 1ssuing a Continued Statement of Disability
be eliminated from pension law
5 Disability Benefits - Law Enforcement HB10 of 2005 exempted ordinary disability
retirees of the State Police Retirement System and the Law Enforcement Officers’
Pension System from the general earmings lmitation and suspension of benefits f
employed by a participating employer, unless reemployed as a police officer  Following
close of session, it was found that 2 retrees would be subject to a suspension of
benefits {and recovery of pension allowance) for the period January through Aprif 2005
based on an increase to thew annual salary rate Both recewved annual step increases
that placed therr salanes slightly higher than the average final salary on which therr
disability benefits were based As a result, the Retirement Agency was required to
suspend their benefits from January 2005 through June 2005 The new legislation took
effect July 1, 2005 Had this problem been known dunng Sesston, HB10 could have
been amended to cover these 2 retirees  Staff 1s requesting that the Board sponsor
legislation to make HB10 retroactive to January 2005 and that the suspended benefits
i be paud to the impacted 2 retirees

Action item: On mohion made by Mr Harkins, seconded by Mr Freelander, the Admirustrative
Committee recommends to the Board of Trustees tha! it accept the five propesals noted above
for s 2006 legislative packet Mr Hamilton abstained from voting on imited independent
position and salary status for the Retirement Agency

%

1
. State Police Election Schedule
Mr Tom Lee presented the election schedule for the representative of the State Police
Retirement System, a position currently held by Major Krome The election 15 scheduled to run

from Qctober 1, 2005 through July 2, 2006, with the results being announced at the July Board
meeting

i
s
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Action ltem: On mohon made by Mr Hamulton, seconded by Mr Harkins, the Adminustrative
Committes recommends that the Board of Trustees accept the election schedule for the State
Police Retirement System representative

. Potential New Benefit Tier

Mr Lee advised the Committee that he continues to meet with vanous legisiators, employee
representatives and lagisiative staff to emphasize the Retwement Agency's need for easy to
implement benefit enhancement legislation  Our focus 15 not on the benefit enfiancements, but
the abilty of the Retrement Agency to implement any enhancements The more complex the
changes the greater the nisk that the Agency could not implement in a timely fashion

Mr Lee noted that the discussions of a new benefit tier began at the close of the 2005
Session, with instructions being given to the Agency by House Appropriations to be prepared
to implement benefit improvements as of July 2006 In June staff brefed the Board on the
resources that would be needed for implementing a new benefit tier, mcluding a budget
amendment of $991,606 to obtain program support to develop a new tier, which the Board
approved

Since the Agency has recewved no direction from the General Assembly to date, and since the
need remains to expedite the new nformation technology project, staff recommends that the
Board defer its decision on expending any resources on a pension enhancement until more
specific direchion 1s provided by the General Assembly  The Admumstrative Committee
concurred with this decision

. IT Project Update

Mr Wit Morrow reported on the status of the new IT project, providing an overview of what has
been accomphshed and discussing a strategy for the new system  He noted that the Project
Management Office (PMO) 1s now in place and the team s working exclusively on the new
project  Sile visits have been completed, and the PMO i1s aware of whal other states have
done or are doing now They are also aware of the varous products in the marketplace that
could be adopted and adapted for our use The Agency continues to work within the State
framework to plan for the new system, having completed Phase 1 - Iniation  The PMO 15 now
working on System Concept Development .

Mr Morrow noted that little of the Syscom work 15 usable for a new system The Imaging
System established by Syscom, a system that captures all documents for viewing, has been
successfully upgraded The Agency 1s continuing the mugration of the Interactve Voice
Response system {telephone response system) to enable the membership to oblain more
information, more easily and quicker with an updated IVR system

Mr Morrow slso discussed a new strategy . Because of mcreasing frustration with the
Agency's abilily to implement benefit enhancements due to the imitation of the Legacy system,
fhe Board strongly suggested staff seek a solution to #ts [T needs that provided the flexibility
needed to deal with complex legislative changes that could be implemented in less than the 3
to & years previously discussed

Staff ;:cnstdered 2 alternatives that would focus only on replacing the core functions of the
Legacy system The first 1s @ Commercial-off-the-Shelf product (COTS) The Agency would
purchase an existing product offered to the defined benefit pension market, and modify as
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needed The second approach is to confract for a replication of the funchions of the existing
system using modern technologres

Staff betxeves that the more effective and efﬁcsent means for upgrading the Agency's IT
capabilties, again focusing on core needs, 1s to upgrade the existing system to utihze modern
architecture  This would give the Agency the flexibility it needs to meet the challenges of
implementing new pension law while minimizing the nsks to the Agency's current business
processes [t is believed that this upgrade could be completed in 24 months  Mr Freedlander
asked ff the State's Chief Information Officer had reviewed this oplion  Mr Morrow noted that
he had, and that he had no reservations with this approach  Mr Rastzyk added that this
approach gives the Agency the time to incrementally phase-in different pieces of pension
business while imiting risk and disruption

Mr Morrow concluded the discussion by noting that staff will be making a recommendation to
the Board i October  If it 15 decided to modernize the Legacy system, then the Agency would
need to hre a vendor that could prowide the additional expert help to accomplish this
modernization in 2 years

Legal Advice and Discussion Regarding Disability Cases -
Delegation of Final Decision-Making Authority ~ Closed Session

On motion made and duly seconded, the Admmistrative Committee voted unanimously to meet
in Executive Session to discuss delegation of its decision making authonty in disability cases and
to discuss an 1ssue mvolving the System's actuary, pursuant to State Government Article,
Section 10-508{a}(7}), which authonzes the Board to meet m closed session fo consult with
counsel to obtamn Eega:l advice

@ EXECUTIVE SESSION

The Administrative Commuttee met in Executive Session at 11 23 a m in the Boardroom of the
SunTrust Bullding at 120 Eas! Balimore Street to obtain legal advice conceming delegating
decision making authonty in disability appeals and to consider an issue involving the System's
actuary There were present Wilkam D 8rown, Charman, Moms L Krome, Vice-Charman,
Howard Freedlander, representing Treasurer Kopp, David B Hamilton, James Harkins, and
Carl Lancaster, Trustees Also attending were Thomas K Lee, Margaret Bury, Vincent
Marsigha, Jeanme Abramson, Deborah Bacharach, Sherlynn Matesky, and Howard Pleines

The Board ended its closed session at 11 52 a m and returned to regular session to complete
the agenda

+

REGULAR SESSION
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. State Police Retirement System Overview

Major Krome presented a Summary of Results on the Maryland State Retirement System that
has been distnbuted to all Trustees for a general discussion on the funding changes to the
State Police System from June 30, 2000 lo June 30, 2004 The funding status had changed
from an accrued surplus of $587 mulion as of June 2000, to an unfunded accrued hablty of
$15 mullkon as of Jung 2004
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Sigruficant factors that played a major role in this change in funding include the dechne n
market value of assets, significant changes In the sources and uses of funds, legislative
mandates, including the establishment of the Deferred Retirement Option Program (DROF},
and, avaluation error discovered duning the 2004 valuation review

Major Krome wanted this summary available to the Board so that all Trustees would have
detailed information on the reasons for the funding change from 2000 to 2004 He asked that if
there are any questons or f Trustees wish to discuss the summary, that they contact him
chirectly

. Other 'Business

Mr Lee advised the Committee that the first meeting of the Joint Committee on Pensions
would be held in Annapolis on September 26 at 1000 am Due to the construction i the
House Office Building, the location for the meeting had yet to be announced

Wr Lee also noted thal in the FY2006 budget, $40,000 had been allotted to obtain verbatim
transcripts of the Board meetings The Committee directed Mr Lee to determine what other
states’ were doing to record ther meetings or minutes and report back at a future
Adminisirative Commuttee meating

. Adjournment |
&
There being no further business, Mr Brown adjourned the meeting at 1205pm
- g &
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