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 Biography of the Honorable Nancy K. Kopp

elected in February 2002, 
and re-elected to full four-year 
terms in 2003 and 2007, nancy 
K. Kopp is the 23rd Maryland 
State treasurer since the adop-
tion of  the Constitution of  
1851.	She	is	the	second	wom-
an	ever	to	serve	as	Maryland’s	
State treasurer and is the only 
woman	 serving	 Maryland	 in	
a	 Constitutional	 Office.	 In	 
addition to her responsibili-
ties	 for	 managing	 the	 Office	
of  State treasurer and repre-

senting the General assembly, the treasurer holds posi-
tions	of 	leadership	on	a	number	of 	key	State	financial	
planning committees.

treasurer Kopp chairs both the Capital Debt afford-
ability Committee and the Commission on State Debt, 
and	 sits	 on	Maryland’s	 three-member	 Board	 of 	Rev-
enue	Estimates.	She	 is	 the	 chief 	 representative	of 	 the	
State	dealing	with	financial	rating	agencies	and	invest-
ment	banking	firms.	The	Treasurer	also	serves	as	Chair	
of  the Board of  trustees of  the Maryland State retire-
ment	and	Pension	Systems,	as	Chair	of 	the	College	Sav-
ings plans of  Maryland and as a member of  the Mary-
land Supplemental retirement Board, the Maryland 
Health and Higher education Financing authority, the 
Maryland	Agricultural	 Land	 Preservation	 Foundation	
Board,	the	Small	Business	Development	Financing	Au-
thority and the Hall of  records Commission. unique 
among the treasurer’s responsibilities is her position on 
the	Board	of 	Public	Works	with	the	Governor	and	the	
Comptroller	 of 	 the	State.	This	Board	oversees	 a	 sub-
stantial portion of  the procurements and contracts of  
the	State,	 ranging	 from	wetlands	 licenses	 to	 construc-
tion projects.

treasurer Kopp represented the Bethesda, Maryland, 
area in the Maryland House of  Delegates for 27 years 

prior to her election as treasurer. as a member of  the 
House of  Delegates, treasurer Kopp chaired the Joint 
Committee	 on	 Spending	 Affordability,	 as	 well	 as	 the	
appropriations Subcommittee on education and eco-
nomic	 Development.	 She	 also	 served	 on	 the	 Capital	
Budget Subcommittee, Subcommittee on pensions, and 
Joint	 Committee	 on	 Budget	 and	 Audits,	 and	 at	 vari-
ous times as Deputy Majority leader and Speaker pro 
Tem.	During	her	legislative	career,	Treasurer	Kopp	was	
named	by	her	colleagues	as	 the	most	effective	woman	
legislator	and	one	of 	the	10	most	effective	members	of 	
the House.

Treasurer	Kopp	has	been	active	in	numerous	national,	
regional	 and	 state	 organizations	 and	 boards	 over	 the	
years,	primarily	focused	on	finance,	budgeting	and	edu-
cation. appointed by president Clinton to the national 
Assessment	Governing	Board,	which	oversees	 the	Na-
tional assessment of  educational progress (the “na-
tion’s	 Report	 Card”),	 Treasurer	 Kopp	 also	 served	 as	
treasurer of  the Southern regional education Board 
and chaired its Commission on educational Quality. 
She	served	on	the	Executive	Committee	of 	the	National	
Conference of  State legislatures and chaired its assem-
bly	 on	Legislative	 Issues,	 and	Committees	 on	 Federal	
Budget Issues, State Fiscal Issues and Capital Budgeting 
Procedures.	Treasurer	Kopp	also	was	Vice-Chair	of 	the	
national Commission on State and local Budget and 
Finance procedures. She is a member of  the national 
Association	of 	State	Treasurers	and	First	Vice	President	
of  the national association of  State auditors, Comp-
trollers and treasurers.

a graduate of  Wellesley College, treasurer Kopp holds 
a	master’s	 degree	 in	Government	 from	 the	University	
of 	Chicago.	She	also	has	 received	honorary	doctorate	
degrees	from	Hood	College,	the	University	of 	Maryland	
at	 Baltimore,	 the	 University	 of 	 Maryland	 University	 
College	and	Towson	University.	She	and	her	husband,	 
Robert	Kopp,	live	in	Bethesda	and	have	two	adult	children.

nancy K. Kopp
State Treasurer

Treasurer’s photograph by Chase Studios, Bethesda, Maryland State Treasurer’s Office
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 Historical Review

During the exploration and settle-
ment period of  north america 
(1492-1607),	 European	 powers	
competed	to	settle	the	New	World.	
england laid claim to large tracts of  
land along the east Coast and suc-
cessfully colonized the Chesapeake 
Bay	area.	England’s	first	official	col-
ony,	settled	in	Jamestown,	Virginia,	

in	 1607	 (the	 Jamestown	 Colony),	
included	 what	 we	 now	 know	 as	
Maryland. In 1632, King Charles I 
of  england granted the Charter of  
Maryland	to	Cecil	Calvert.	Calvert	
was	 granted	 extensive	 autocratic	
powers	 over	 the	Maryland	 colony.	
Among	those	powers	was	the	right	
to	appoint	government	officials.

Soon	after	his	appointment	as	Gov-
ernor of  Maryland, Sir Francis 
nickelson appointed Maryland’s 
first	 two	State	Treasurers	 in	 1694.	
At	that	time,	there	were	two	Trea-
surers appointed for the State - a 
treasurer for the eastern Shore 
and a treasurer for the Western 
Shore.	 Maryland’s	 first	 Treasurers	
were	 Colonel	 William	 Whitting-
ton (eastern Shore) and Captain 
thomas tasker (Western Shore). 
the primary duty of  the State 
Treasurers	at	that	time	was	to	man-
age and disburse State funds. the 
Governor	held	the	task	of 	appoint-
ing State treasurers throughout 

the 18th century. this responsibil-
ity	was	ultimately	transferred	to	the	
Legislature	with	the	adoption	of 	the	
Maryland Constitution in 1776.

In	1843,	 the	 two-Treasurer	 system	
was	 abolished	 with	 the	 duties	 of 	
the eastern Shore treasurer be-
ing assumed by the treasurer of  

the Western Shore. the Maryland 
Constitution	of 	1851	finally	estab-
lished	 a	 single	 office	 of 	 Treasurer	
for the entire State to be elected by 
joint ballot of  both houses of  the 
General assembly. Historically, the 
Treasurer’s	position	was	appointed	
for	 a	 term	of 	 two	 years	 as	 a	 part-
time position. In 1922, the trea-
surer’s	term	was	extended	from	two	
years to four years and became a 
full-time position in 1973.

In	addition	to	having	authority	over	
custody,	 safeguarding,	 investment	
and disbursement of  State funds, 
the Maryland State treasurer is 
considered	among	the	most	power-
ful treasurers in the country due to 
membership on the Board of  public 
Works,	which	reviews	and	approves	
all major State procurements. It is 
the treasurer’s job to brief  mem-
bers of  the General assembly on 
issues	 regarding	 the	 financial	 op-
eration and condition of  the State. 
the treasurer maintains the State’s 

ongoing	relationship	with	financial	
rating agencies and conducts out-
reach	with	State	agencies	and	other	
appropriate	offices.

the treasurer also produces this 
annual	 report	 in	 keeping	with	 her	
statutory	 responsibility	 to	 provide	
the	General	Assembly	with	current	
information regarding the State’s 
financial	condition.

England’s first official colony, settled in Jamestown, Virginia, in 1607 
(the Jamestown Colony), included what we now know as Maryland.
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 Treasurer’s of the Past

1694-1695 Col. William Whittington 
1695-1714 Maj. thomas Smithson 
1714-1727 robert ungle 
1727-1747 Col. James Hollyday 
1747-1766	 Col.	Edward	Lloyd	
1766 John leeds 
1766-1769	 Bedingfield	Hands	
1769-1775 William Hemsley, Jr. 
1775-1777 William Hindman
1777-1778 James Hindman 

1778-1779	 Edward	Hindman	
1779-1789 Henry Dickinson 
1789-1802 William richardson 
1802-1813 William Chambers 
1813-1825 William richardson 
1825-1826 John K.B. emory 
1826-1840 William K. lambdin 
1840-1841 perry robinson 
1841-1842 John H. Harris
1842-1843 perry robinson 

treasurers of  the eastern Shore

1694-1695 Capt. thomas tasker
1695-1698 robert Mason 
1699-1700 robert Mason 
1700-1736 Col. Samuel Young 
1736-1772 Col. Charles Hammond
1772-1775 Col. William Fitzhugh

1775-1804	 Thomas	Harwood,	Jr.	
1804-1826	 Benjamin	Harwood	
1826-1843 George MacKubin 
1843-1844	 James	Owens	
1844-1852 Dennis Claude 

treasurers of  the Western Shore

1852-1854	 James	Owens	
1854-1860 Dennis Claude 
1860-1862	 Sprigg	Harwood	
1862-1870	 Robert	Fowler	
1870-1872 John Merryman 
1872-1874	 John	W.	Davis	
1874-1885 Barnes Compton 
1885-1886 John Gittings 
1886-1890	 Stevenson	Archer	
1890-1892	 Edwin	Brown	
1892-1896 Spencer C. Jones 
1896-1900 thomas J. Shryock 

1900-1916	 Murray	Vandiver	
1916-1918 John M. Dennis 
1918-1920 William p. Jackson 
1920-1935 John M. Dennis 
1935-1963 Hooper S. Miles 
1963-1973 John a. luetkemeyer 
1973-1975	 J.	Millard	Tawes	
1975-1987 William S. James 
1987-1996 lucille Maurer 
1996-2002 richard n. Dixon 
2002-present nancy K.Kopp

maryland State treasurers (Beginning of  single-Treasurer system)
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 Maryland’s Board of Public Works

As	 the	 State’s	 ultimate	 policy-making	 and	 oversight	
board for State procurements, the Maryland Board of  
Public	Works	is	an	entity	with	wide-ranging	jurisdiction	
over	nearly	every	facet	of 	State	government.	It	compris-
es	the	Governor,	the	Treasurer	and	the	Comptroller.

On	any	given	agenda,	the	Board	might	review	and	ap-
prove	80	to	100-plus	procurements,	which	also	may	in-
clude land acquisitions and easements, space leases for 
State	 agencies,	wastewater	 grants,	 ground	 leases,	 pur-
chase	of 	new	cars	for	the	Amtrak	service,	architectural/
engineering	contracts	for	new	construction	and	renova-
tion	at	universities,	sales	of 	General	Obligation	bonds,	
energy	performance	contracts	and	wetlands	licenses.

For	the	fiscal	year	2009,	beginning	July	1,	2008	and	end-
ing June 30, 2009, the Board acted on 1,896 transac-
tions totaling $10,351,991,385.76.

the Board of  public Works, the only constitutionally 
mandated	government	body	of 	 its	 type	 in	 the	nation,	
provides	a	public	setting	for	an	open,	well-publicized	re-
view	of 	procurement	actions.	The	result	is	transparency	
and accountability. In most other states, such decisions 
are	made	within	 executive	departments	 and	agencies,	
away	from	public	scrutiny.

This	public	 review	ensures	 that	 the	procurement	pro-
cess,	one	sometimes	entailing	large,	expensive	contracts	
with	 five	 to	 15-year	 terms,	 is	 fair,	 open,	 honest	 and	
competitive.	 The	 procurement	 process	 is	 intended	 to	
produce	the	delivery	of 	projects	and	services	in	a	cost-
effective	manner.	 Board	 decisions	 often	 can	 hinge	 on	
complicated policy and legal considerations.

Many	 contracts	 and	wetlands	 licenses	 can	be	 conten-
tious,	creating	a	situation	whereby	the	meeting	takes	on	

the tone of  a hearing. proponents and opponents get 
equal time before the Board. While members normally 
vote	 on	 all	 issues	 on	 the	 agenda	 before	 it,	 the	 Board	
sometimes decides to defer an item for further study.

An	 overriding	 theme	 for	 the	 Board	 of 	 Public	Works	
during	 the	 past	 12	months	 has	 been	 the	 State’s	 fiscal	
condition resulting primarily from a national recession. 
In response to the need to balance the State budget 
through cuts, the Board cut $348 million in october 
2008,	$1.7	million	in	November	2008,	and	$82	million	
in February 2009.

As	might	be	expected,	the	meetings	at	which	cuts	are	made	
are dominated by discussion and questions by Board 
members about the proposed reductions, presentations 
by	the	Governor’s	cabinet	secretaries	and	public	input.

the treasurer’s participation on the Board ensures that 
the	General	Assembly	has	a	voice	throughout	the	year	
in the post-appropriations management of  public funds. 
This	“voice”	is	important	to	legislators,	who	frequently	
express their positions to the treasurer on Board agen-
da items.

During	the	past	fiscal	year,	 the	following	issues,	 in	ad-
dition	to	the	budget	cuts,	were	among	many	that	came	
before the Board of  public Works and generated much 
discussion:

n	 Construction	of 	a	new	residence	hall	 
(Oakland	Hall)	at	the	University	of 	 
Maryland College park

n	 Construction	of 	the	new	Rockville	District	
Court House

Continued on page 6

The Board of Public Works, the only constitutionally mandated government body of its type in the nation, 
provides a public setting for an open, well-publicized review of procurement actions.
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n	 Modification	of 	the	lease	between	the	Mary-
land Stadium authority and the Babe ruth 
Birthplace and Sports legends Museum in 
Baltimore

n	 Comprehensive	inspection	of 	both	spans	of 	
the Chesapeake Bay Bridge

n Wetlands license for Fox Creek dredging in 
anne arundel County

n Financial restructuring of  the ground lease for 
rocky Gap Hotel complex near Cumberland 
in allegany County

n	 Renovation	of 	Pocomoke	and	St.	Martin	 
resident	halls	at	Salisbury	University

n purchase of  the 4,700-acre Foster property in 
Worcester County

n purchase of  nearly 4,500 acres from the Jesuits 
in Southern Maryland and Cecil County

n	 Construction	of 	an	Oyster	Cultivation	Lab	 
at	the	University	of 	Maryland	Center	for	 
Environmental	Science’s	Horn	Point	Lab	 
outside Cambridge in Dorchester County

n	 Approval	of 	$266.7	million	in	public	school	
construction

n	 Approval	of 	a	new	Administrative	Services	
organization Contract for the State’s Mental 
Health administration

n	 Twenty-year	license	for	operation	of 	a	solar	
farm	at	the	University	of 	Maryland	Eastern	
Shore in princess anne in Somerset County

n	 $4	billion	State	employee	health	benefits	
program

The	 Constitutional	 Convention	 of 	 1864	 created	 the	
Board of  public Works based on predecessor boards 
dating back to 1825. In the mid-19th century, the Board 
mainly	oversaw	public	work	activities	such	as	railroads,	
canal	and	bridge	companies	in	which	the	State	had	an	
interest	as	a	stockholder	or	creditor.	Over	the	years,	the	
Board’s	duties	have	expanded	as	the	legislature	has	in-
creased this unique organization’s responsibilities and 
autonomy.

In	a	State	with	a	strong	governor	who	proposes	the	bud-
get and hence sets policy priorities, the legislature can 
only cut, not increase the budget. the Board of  pub-
lic	Works	 thus	provides	a	valuable	check	on	executive	
actions	by	making	sure	that	final	decisions	on	procure-
ments are transparent and open to public discussion.

Public Works continued from page 5

The Constitutional Convention of 1864  
created the Board of Public Works based on 

predecessor boards dating back to 1825.
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 Schedule of Selected Financial Data

Collateral Balances as of  June 30, 2009
Bank ............................................................................................................................................................................ $455,839,862

Insurance  ................................................................................................................................................................... $109,943,513

total Investment Portfolio Composition as of  June 30, 2009
Repurchase Agreements ............................................................................................................................................. $468,549,491

U.S. Treasuries .................................................................................................................................................................... $895,000

U.S. Government Agencies ....................................................................................................................................... $4,208,522,000

Other Investments ...................................................................................................................................................... $410,866,782

Total Portfolio .......................................................................................................................................................... $5,088,853,273

Securities lending Program activity for the 2009 Fiscal year
Gross Income ...................................................................................................................................................................... $507,068

Net Income ........................................................................................................................................................................ $380,301

General Obligation debt activity for the 2009 Fiscal year
Tax Exempt General Obligation Bond Issuances .......................................................................................................... $911,363,000

Interest Payments ....................................................................................................................................................... $278,183,000

Principal Payments...................................................................................................................................................... $466,617,000

local Government Investment Pool Fund
Balance as of June 30, 2009: .................................................................................................................................... $2,759,769,583

State Insurance trust Fund Balance as of  June 30, 2009
Beginning Balance ........................................................................................................................................................ $35,908,655

Transfers In .................................................................................................................................................................... $19,048,405

Transfers Out ...............................................................................................................................................................$(13,672,331)

Less Operating Transfer to General Fund .....................................................................................................................$(10,000,000)

Ending Balance ............................................................................................................................................................. $31,284,729
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 Executive Division

n Bernadette t. BenIK
 Chief Deputy Treasurer
 bbenik@treasurer.state.md.us

n HOWard Freedlander
 Deputy Treasurer for External Affairs
 hfreedlander@treasurer.state.md.us

n melISSa mOye
 Deputy Treasurer for Financial Policy
 mmoye@treasurer.state.md.us

n CHarleS StevenSOn
 Internal Auditor
 cstevenson@treasurer.state.md.us

The	Executive	Division	provides	direct	support	to	the	Trea-
surer	in	the	execution	of 	her	wide-ranging	Constitutional	
responsibilities.  the State treasurer is responsible for re-
ceiving,	depositing,	investing	and	distributing	State	funds,	
anticipating the monetary needs of  the State and, on be-
half  of  the Board of  public Works, conducting bond sales 
twice	a	year	to	ensure	the	State’s	financial	ability	to	meet	its	
fiscal	obligations.		The	State	Treasurer	also	provides	lease-
purchase	financing	of 	capital	equipment	for	Stage	agencies	
and	handles	insurance	needs	for	State	government.

The	Treasurer	serves,	along	with	the	Governor	and	the	
Comptroller, on the Board of  public Works and as Chair 
of  the State retirement and pension System’s Board of  
Trustees,	Chair	of 	the	Maryland	College	Savings	programs	
and as a member of  the Board of  trustees of  the Mary-
land Supplemental retirement System.  the treasurer sits 
on task forces as directed by the General assembly.

The	 Executive	Division	 coordinates	 legislation	 within	
the	Office,	 reviewing	 bills,	 preparing	 fiscal	 notes	 and	
written	 testimony	 and	 following	 the	 course	 of 	 bills	
through	the	legislative	process.		The	Division	is	respon-
sible for coordinating any draft legislation to be intro-
duced	to	the	General	Assembly	with	the	Legal	and	Di-
vision	Directors	of 	the	State	Treasurer’s	Office.	 	Each	
proposed	bill	requires	extensive	preparation	including	a	
determination	of 	the	fiscal	and	economic	impact	to	the	
Office,	the	State	and	private	industry.

Chief  deputy treasurer
the Chief  Deputy treasurer coordinates and leads the 
operations	 of 	 the	 State	 Treasurer’s	 Office,	 including	
the	 Banking	 Services,	 Debt	 Management,	 Insurance,	
Investment,	 Information	Technology	 and	Administra-
tion	Divisions.		The	Chief 	Deputy	Treasurer	advises	the	
Treasurer	on	matters	regarding	legislative	policy,	plan-
ning,	new	technologies	and	long-term	operational	chal-
lenges, opportunities and strategies.  Coordination of  
the	State	Treasurer’s	 operational	 functions	with	 other	
agencies, such as the Comptroller and the Department 
of  Budget and Management, is another responsibility 
of  the Chief  Deputy treasurer.

The	Chief 	Deputy	Treasurer	works	closely	with	mem-
bers of  the General assembly and its Standing Com-
mittees such as Senate Budget & taxation and House 
Appropriations	 regarding	 the	 Office’s	 budget.	 The	
Chief  Deputy also prepares reports and updates of  the 
Office’s	progress	throughout	the	year	for	the	Statutory	
Committees of  the House and Senate. these Commit-
tees include Spending affordability, Joint Committee 
on	 the	Management	of 	Public	Funds,	Legislative	Pol-
icy	Committee	and	the	Joint	Audit	Committee;	as	well	
as	 serving	as	 the	Treasurer’s	designee	on	Task	Forces,	
Commissions and other Committees of  the Gereral as-
sembly as required.

Continued on page 9
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deputy treasurer for  
external affairs
the Deputy treasurer for external 
Affairs	serves	as	the	Treasurer’s	pri-
mary	 liaison/adviser	 to	 the	 Board	
of  public Works (BpW), conducting 
extensive	 research	 (including	 site	
visits),	 preparing	 detailed	 analyses	
for	 the	Treasurer	 for	 the	bi-weekly	
meetings,	working	 closely	with	 the	
Treasurer’s	counsel,	representatives	
of 	 the	 Governor’s,	 Comptroller’s	
and the Board of  public Works of-
fices	 and	 State	 agency	 secretaries.	
as part of  the BpW preparation 
process,	 the	 Deputy	 serves	 as	 the	
primary	Legislative	Liaison	operat-
ing a constituent outreach program, 
sending	numerous	email	notifications	
to State legislators about upcoming 
Board actions in their districts, as 
well	as	the	final	decisions.	

This	 position	 involves	 representing	
the	Treasurer	as	a	voting	designee	on	
the	Procurement	Advisory	Council,	
the State retirement and pension 
System’s	 administrative	 committee,	
the Maryland agricultural land 
Preservation	Foundation’s	Board	of 	
trustees and the Hall of  records 
Commission.  as might be expected, 
these	activities	require	participation	in	
subcommittees generated by subjects 
raised on these boards and councils.

also, the external affairs deputy rep-
resents the treasurer on the Mary-
land Higher education Committee 
when	 it	 prepares	 its	 State	 Plan	 for	
Higher	Education	every	 four	years.	
this position also entails participa-
tion	on	legislative	task	forces	related	
to procurement, such as the task 

Force to Study the procurement of  
Health	and	Social	Services.

In	 addition,	 duties	 including	 serv-
ing	 as	 the	 Office’s	 public	 informa-
tion	officer,	preparing	news	releases,	
responding to media inquiries, re-
sponding to queries sent to the of-
fice’s	 website	 and	writing	 speeches.	
public information efforts are par-
ticularly	active	before	and	after	 the	
twice-yearly	bond	sales.

deputy treasurer for  
Financial Policy
the Deputy treasurer for Financial 
Policy	provides	analysis	and	advice	to	
the treasurer in the areas of  econom-
ics	and	finance,	including	the	develop-
ment of  best practices in retirement 
and	other	benefit	financing,	business	
development	and	analysis	of 	regional	
and	macroeconomic	trends	in	finan-
cial	markets.		Analyses	of 	investment	
portfolio holdings are completed 
regularly.  the Deputy treasurer for 
Financial policy also analyzes and ad-
vises	on	emerging	financial	issues,	such	
as	clean	energy	investing,	regional	and	
macroeconomics, short- and long-term 
development	in	the	financial	markets	
and	financial	literacy	and	access.

the Deputy treasurer for Financial 
policy supports the treasurer in her 
service	 on	 State	 boards	 and	 com-
missions, such as the State retire-
ment and pension System Board, 
Supplemental retirement plans 
Board	and	their	investment-related	
committees, the General assembly’s 
Blue ribbon Commission to Study 
Health Care Funding (opeB) and 
related issues, the Maryland College 
Savings	Plan	Board	and	 the	Small	

Business	 Development	 Financing	
authority.  the Deputy treasurer 
for Financial policy also represents 
the	 Treasurer	 at	 finance-related	
public	 events,	 as	 required,	 and	 on	
the Financial literacy task Force.

Internal auditor
the Internal auditor plans, con-
trols, directs and implements a com-
prehensive	annual	audit	designed	to	
evaluate	internal	controls,	add	value,	
improve	 operations	 and	 minimize	
risk	 at	 the	 State	Treasurer’s	Office.		
The	Auditor	reviews	programs,	op-
erations, and conducts special proj-
ects	 in	 accordance	 with	 generally	
accepted auditing standards and all 
legal statutory requirements.  the 
auditor helps safeguard assets by 
minimizing risk and ensuring that 
the	mission,	objectives,	and	key	goals	
of 	 the	Office	are	carried	out.	 	The	
auditor directs systematic, periodic 
examinations of  the accounts and 
records of  the State treasurer’s of-
fice	to	provide	assurance	that	appro-
priate policies and procedures are in 
place and functioning as intended.

The	 Internal	 Auditor	 also	 serves	
as	 the	 focal	 point	 for	 all	 financial,	
productivity,	and	compliance	audit	
activities	and	is	the	liaison	between	
the	State	Treasurer’s	Office	and	the	
external	 auditors,	 legislative	 audi-
tors, and federal auditors.  the 
Internal auditor is responsible for 
coordinating the response to all au-
dit	findings.		The	Auditor	evaluates	
and	monitors	 the	corrective	action	
plans taken to ensure that they are 
sufficient	to	resolve	the	findings	and	
reviews	potential	 problem	areas	 to	
prevent	future	audit	deficiencies.

Executive Division continued from page 8
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 Administration Division

The	primary	 function	 of 	 the	Administration	Division	
is	to	supply	efficient	daily	operational	and	support	ser-
vices	 to	 the	State	Treasurer’s	Office.	 	The	Division	 is	
comprised of  four units:  Budget Management and ac-
counting,	Human	Resources,	Procurement	and	Office	
administration.

Budget management and accounting
the Budget and accounting unit performs all budget-
ing and accounting functions essential to the daily op-
eration	and	management	of 	the	Sate	Treasurer’s	Office.		
This	Unit	is	responsible	for	the	formulation,	justification	
and	execution	of 	the	Office’s	annual	operating	budget.		
as part of  the annual budget process, the unit also cal-
culates and prepares State Insurance trust Fund annual 
premiums for all State agencies to be included in the 
Department of  Budget and Management’s annual bud-
get instructions.

the general accounting functions of  the unit include 
the	 approval	 and	 processing	 of 	 vendor	 invoices,	 cash	
receipt deposits, payroll processing, maintenance of  all 
financial	records,	fund	balance	reconciliations,	prepara-
tion	of 	year-end	closing	 records	and	 the	development	
and implementation of  all accounting controls and pro-
cedures.  In addition, this unit is responsible for man-
aging	the	general	office	supply	inventories	on	behalf 	of 	
the agency, including centralized ordering and tracking 
of 	supplies,	ensuring	cost	efficient	purchasing,	and	pro-
viding	oversight	over	 supply	 requests	 as	 they	 relate	 to	
necessity	and	budget	availability.

this unit also carries out essential accounting func-
tions on behalf  of  the State, including processing timely 
payments of  State debt and quarterly payments under 
financial	agreements	 related	 to	 the	Master	Lease	pro-
grams and the Injured Workers’ Insurance Fund (IWIF).  
this includes collection of  the yearly IWIF assessments 
and	the	transfer	of 	funds	from	over	150	State	agencies	
and departments.  accounting also collects insurance 
premiums from all State agencies to fund the State In-
surance	Trust	Fund	(SITF)	and	to	cover	the	purchase	of 	
agency	specific	insurance	policies.		In	addition,	this	Unit	
processes all disbursements out of  the SItF in the form 
of  agency reimbursements and settlement payments to 
claimants	as	requested	by	the	Insurance	Division	or	the	
Board	of 	Public	Works.		Finally,	working	collaboratively	
with	the	Banking	Services	Division,	this	Unit	is	respon-
sible for processing agency requests for check reissues, 
stop	payments	and	recoveries	 from	the	State’s	Unpre-
sented	and	Undeliverable	funds.

Human resources
the Human resources (Hr) and personnel Manage-
ment	Unit	is	an	imperative	component	of 	the	Admin-
istration	Division.	 	 HR	 is	 charged	 with	 the	 responsi-
bility	of 	 recruitment,	 classification	and	compensation,	
benefits	 administration,	 employee	 relations,	 personnel	
database management, State pension and supplemental 
retirement	benefits,	 performance	 evaluation,	 leave	 ac-
counting,	and	staff 	development,	all	while	upholding	the	
State’s personnel policies and procedures. In addition to 
the	 tasks	previously	 listed,	 the	Unit	 is	also	 responsible	
for	 overseeing	 compliance	 with	 the	 Americans	 with	
Disabilities act and Maryland’s equal employment 
Opportunity	 law.	We	work	 in	a	dynamic	environment	
where,	as	the	State	continues	to	change,	personnel	must	
evolve.		These	changes	bring	challenges	in	the	area	of 	
staffing.	With	a	limited	economy,	the	Unit	manages	to	
attain	the	highest	quality	workforce	possible,	consistent-
ly	and	creatively.	We	are	a	staff 	dedicated	to	maintain-
ing	 the	 integrity	 of 	 the	State	Treasurer’s	Office	while	

Continued on page 11

n JeSSICa PaPaleOntI
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& Accounting
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committed	to	being	a	source	of 	information	to	fulfill	the	
ever-changing	needs	of 	our	employees.

The	State	Treasurer’s	Office	retained	63	permanent	po-
sitions	at	the	end	of 	fiscal	year	2009,	assigned	as	follows:

n	 Executive	Division		–  7

n	 Administration	Division		–  8

n	 Banking	Services	Division		–  14

n Debt Management  –  3

n	 Information	Technology	Division		–  7

n	 Insurance	Division		–  13

n	 Investment	Division		–  2

n	 Legal	Division		–  9

Procurement
Section 12-107(b)(1) of  the State Finance and procure-
ment article, annotated Code of  Maryland, designates 
the treasurer as the primary procurement authority for 
all	 banking	 and	 financial	 services	 and	 insurance	 ser-
vices.		A	wide	range	of 	financial	services	are	procured	
for	 the	Office,	 as	well	 as	 for	State	 agencies,	 including	
banking	services,	financial	advisors,	electronic	bidding,	
underwriters,	arbitrage	rebate	compliance	consultants,	
lease	financing	firms,	and	broker	services	for	insurance	
coverages.

The	Office	solicited	financial	 institutions	and	received	
six responses in July to participate in a linked Deposit 
program	with	the	intended	purpose	of 	stimulating	op-
portunities	for	certified	minority	business	enterprises	by	
providing	these	businesses	with	discounted	interest	rate	
loans	 from	 participating	 financial	 institutions	 through	
the Maryland Department of  Housing and Community 
Development.

Throughout	 the	year,	 eight	Broker	Services	Contracts	
were	awarded	to	supply	the	State	with	insurance	cover-
age	 to	provide	marketing	of 	 the	accounts,	present	 the	
Office	with	competitive	quotes	and	recommendations,	
place	coverage,	and	service	the	policies	during	the	year.		
In	August	2008,	the	Office	awarded	Agency	Bank	Ac-
count Contracts to 20 national and regional banks for 
banking	services	for	agency	operating	accounts	located	
throughout	Maryland.		Five	underwriting	firms	received	
awards	 to	act	as	 senior	managers	 to	 rotate	 services	as	
book running senior manager and to six additional un-
derwriting	firms	to	act	in	the	capacity	as	co-managers	to	
assist	the	Office	and	its	financing	team	in	negotiating	the	
sale and issuance of  General obligation bonds to retail 
investors.		A	contract	award	in	May,	2009	will	provide	
investment	and	administrative	services	for	participants	
of 	 the	Maryland	 Local	Government	 Investment	 Pool	
(“MlGIp”).  the MlGIp consists of  the aggregate of  
all	funds	from	local	governments	that	are	placed	in	the	
custody of  the State and any funds of  the State that are 
placed	in	the	MLGIP	by	the	Treasurer,	for	investment	
and	reinvestment.

Administration Division continued from page 10

We are a staff dedicated to maintaining the integrity 
of the State Treasurer’s Office while committed to 
being a source of information to fulfill the ever-

changing needs of our employees.
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 Banking Services Division

The	Treasurer’s	authority	as	the	Constitutional	Officer	
responsible for the deposit and disbursement of  State 
funds	is	found	under	Article	VI,	Section	3	of 	the	State	
Constitution and titles 6 and 7 of  the State Finance 
and procurement article of  the annotated Code of  
Maryland.

The	Banking	Services	Division	(BSD)	is	directly	respon-
sible for managing the banking needs for all agencies of  
the State.  this includes:

n	 Agency	specific	depository	accounts	-	Individual	
depository accounts are maintained for all State 
agencies and balances are consolidated at the 
end of  each day into the State’s main depository 
account.		This	allows	for	accurate	agency	level	
transaction	reporting	with	automatic	concentra-
tion	of 	funds	for	cash	management	effectiveness.

n	 Disbursement	accounts	for	vendor	payments,	pay-
roll, and income tax refunds.  the BSD strongly 
encourages the use of  electronic transactions to 
increase	efficiencies	in	the	payment	processes.

n	 Lockbox	services

n	 Merchant	account	services	(credit	and	debit	
card receipts) 

n	 Contracts	for	agency	working	fund,	trust,	and	
escrow	accounts

n procurement and contracts for all other 
agency banking needs

A	key	responsibility	of 	the	Banking	Services	Division	of 	
the	Maryland	State	Treasurer’s	Office	is	the	accurate	and	
timely recordation of  State funds, and the reconciliation 

n GreGOry P. SaBa
 Director
 gsaba@treasurer.state.md.us

of  the State’s bank accounts to the State’s r*StarS ac-
counting	system.		The	Division	must	account	for	the	re-
ceipt	of 	all	warranted	deposits	and	the	disbursement	of 	
all	warranted	payments.		The	Division’s	comprehensive	
daily	cash	reconciliation	allows	the	Treasurer’s	Office	to	
be	proactive	in	identifying	and	solving	agency	banking	
issues.		As	volume	and	transaction	numbers	increase,	the	
processes	and	controls	developed	by	the	Banking	Divi-
sion continue to result in a timely, accurate, and com-
pletely documented reconciliation of  the State’s cash 
accounts.		Maintaining	pace	with	changes	in	the	bank-
ing	environment	also	necessitates	continual	refinement	
of  the reconciliation processes and ensures maximum 
efficiency	in	the	balancing	of 	bank	information	and	the	
r*StarS accounting system.

In addition, the BSD performs daily operation functions 
on	behalf 	of 	State	agencies	critical	to	the	movement	of 	
funds into and out of  the State’s bank accounts.  these 
include:

n	 Processing	the	drawdown	of 	funds	from	Fed-
eral programs and grants

n Initiating FedWire payments

n Initiating and managing foreign currency 
transactions

n processing check stop payments, cancellations, 
and	reissues	as	well	as	requests	for	photocopies	
of  paid checks

n	 Providing	transaction	research	assistance	to	
State agencies

n Managing the unpresented Check Fund and 
the	Undeliverable	Check	Fund

n processing of  all bank adjustments

Collateralization
Section 6-209 of  the State Finance and procurement 
article of  the annotated Code of  Maryland requires 
that	State	money	on	deposit	with	financial	 institutions	

Continued on page 13
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Receipts: 

July-08 $8,254,964,822.24 

August-08 $7,601,214,505.60 

September-08 $9,000,142,775.95 

October-08 $9,343,311,356.48 

November-08 $6,503,380,673.74 

December-08 $13,447,891,944.00 

January-09 $10,004,264,401.16 

February-09 $10,956,021,624.91 

March-09 $11,240,849,656.58 

April-09 $9,480,301,396.23 

May-09 $8,414,624,540.31 

June-09 $11,752,308,888.07 

Total Receipts Fiscal Year 2009 $115,999,276,585.27

ToTal ReceipTs and disbuRsemenTs Fiscal YeaR 2009

disbursements:

July-08 $8,851,526,902.25

August-08 $6,578,457,456.23

September-08 $9,960,410,622.67

October-08 $8,537,462,570.51

November-08 $8,732,885,348.51

December-08 $11,225,814,203.86

January-09 $11,069,423,702.00

February-09 $11,013,843,952.54

March-09 $10,751,909,210.43

April-09 $9,138,353,718.54

May-09 $9,774,705,876.68

June-09 $10,086,696,638.34

Total disbursements Fiscal Year 2009 $115,721,490,202.56

must	have	collateral	pledged	to	the	
State that equals or exceeds the 
amount	on	deposit	not	 covered	by	
the Federal Deposit Insurance Cor-
poration.  a third party custodian 
must hold the posted collateral.  all 
pledged	collateral	must	be	approved	
by the treasurer.

The	 Banking	 Services	 Division	 is	
responsible for monitoring collater-
alization for the State’s main depos-
itory and disbursement accounts as 
well	as	over	1200	registered	agency	
working	 fund	 accounts,	 many	 of 	
which	are	used	for	trust	and	escrow	
account	services.		Financial	institu-
tions must submit a monthly report 
to the treasurer noting the highest 
collected balance in each State ac-
count, describing the collateral post-
ed and the name of  the custodian 
holding the collateral.  Custodians 

are also required to report the name 
of 	the	institution	for	which	the	col-
lateral is being held and the amount.  
the reported data is entered into 
an automated collateral monitoring 
system,	which	 is	 audited	 to	 ensure	
that	 the	 pledged	 collateral	 is	 suffi-
cient	 to	 cover	 the	 applicable	 bank	
balances.  If  the collateral is insuf-
ficient,	the	institution	is	required	to	
increase the collateral.  the collat-
eral reported by the custodian must 
match the collateral reported by the 
financial	institution.

Whenever	 an	 institution	 deposits,	
substitutes	 or	 withdraws	 pledged	
collateral,	 it	must	 submit	a	written	
request	 for	 approval	 by	 the	 State	
Treasurer’s	Office.		The	State	then	
prices all of  the collateral in ques-
tion,	 and	 if 	 the	 collateral	 is	 suffi-
cient	to	cover	the	account	balances,	
approves	the	transaction.

Continued on page 14

Banking Services Division continued from page 12

the collateral balance for all State 
bank accounts on June 30, 2009, 
was	$455,839,862.

automation
The	Treasurer’s	Office	strongly	en-
courages State agencies to accept 
electronic payments and continues 
to	work	with	agencies	expressing	in-
terest in the use of  these payment 
methods.  the Internet purchase 
of 	 goods	 and	 services	 provided	by	
State agencies is also increasing.   
We	continue	to	be	actively	involved	
in	enhancing	the	revenue	collection	
process in many agencies, includ-
ing	credit	card	acceptance	 for	 sev-
eral	Boards	within	the	Department	
of  Health and Mental Hygiene 
(DHMH)	as	well	as	for	parking	fee	
collection by the Maryland port 
authority at the cruise ship termi-
nals.		We	also	worked	with	DHMH	
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to	 create	 an	 efficient	 method	 of 	
collecting nursing home assess-
ments through the use of  lockbox 
services.

The	Banking	Division	worked	with	
Towson	 University	 to	 implement	
the use of  student ID’s for off  cam-
pus purchasing from local mer-
chants.		We	also	worked	jointly	with	
the Department of  labor licensing 
and regulation for the procurement 
of 	 stored	 value	 cards	 for	 unem-
ployment	 benefits.	 Unemployment	
checks	were	 replaced	with	prepaid	
cards beginning last fall, at no cost 
to the State.  the cards reduce the 
inefficiencies	inherent	with	check	is-
suance	and	provide	unemployment	
recipients	with	a	quick,	secure	and	
convenient	method	 to	 access	 their	
benefits.		We	remain	committed	to	
enthusiastically	working	with	agen-
cies	to	develop	and	strengthen	their	
internal processes.

mission of  the Banking 
Services division
n Manage and control banking re-

lationships for all banking needs 
for the State of  Maryland;

n anticipate agency needs and 
respond timely to agency 
requests;

n ensure the accurate, timely, and 
fully documented reconciliation 
of  the State’s bank accounts to 
the State’s r*StarS account-
ing system;

n ensure the accurate and timely 
processing of  agency monetary 
transactions and their recorda-
tion in the State’s r*StarS 
general ledger;

n ensure protection of  State 
funds on deposit through 
monitoring of  account and 
collateral balances;

Banking Division continued from page 13 n	 Serve	as	the	State’s	authority	
for	the	development,	control,	
and	maintenance	of 	Statewide	
policies and procedures for 
banking	products	and	services.

It	is	the	overall	mission	of 	the	Bank-
ing	Services	Division	to	provide	ef-
ficient,	 accurate,	 and	 timely	 bank-
ing	services	to	all	State	agencies	and	
external customers.

long term Strategy
Banking	Services	has	been	enhanc-
ing current processes to standardize 
data repository and reconciliation 
information to ensure maximum 
flexibility	 and	 control	 in	 the	 event	
of  a disaster or change in bank 
vendors.

The	 Banking	 Services	 Division	
strives	 to	 remain	 at	 the	 forefront	
of  the constant changes in bank-
ing	 products	 and	 services	 offered.		
The	 Division	 will	 continue	 to	 ex-
plore	 new	 financial	 products	 and	
improved	 data	 delivery	 methods	
that	will	 increase	 its	 capabilities	 to	
provide	 efficient	 cost-saving	 bank-
ing	 services	 to	 State	 agencies	 in	
response to operating agency and 
taxpayer needs.  In addition, the 
Division	must	anticipate	the	State’s	
future banking needs to maintain 
its	 capacity	 to	 contain	 costs	 while	
accommodating	for	the	growth,	di-
versity,	and	complexity	of 	banking	
transactions.
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 Debt Management Division

as a member of  the Board of  public Works, the trea-
surer	has	the	lead	role	in	the	Board’s	activities	relating	
to	the	issuance	and	oversight	of 	State	debt	and	under	
Article	 VI,	 Section	 3,	 of 	 the	 State	 Constitution,	 the	
treasurer is responsible for arranging for the payment 
of  principal and interest on State debt. 

General Obligation Bonds
General	Obligation	debt,	which	has	the	pledge	of 	the	
full	faith	and	credit	of 	the	State,	finances	State-owned	
capital	improvements,	such	as	prisons	and	colleges,	and	

various	 State	 capital	 grants	 to	 local	 governments	 and	
private	 non-profit	 organizations.	 	 Projects	 funded	 in-
clude	 local	 public	 schools,	 local	 jails,	water	 treatment	
facilities, museums, rehabilitation of  historic structures, 
and	private	 treatment	centers	 for	 the	developmentally	
and physically disabled.  

The	 State’s	 General	 Obligation	 bonds	 have	 been	 as-
signed	 the	 highest	 credit	 rating	 by	Moody’s	 Investors	
Service,	 Inc.	 (Aaa),	 Standard	 and	 Poor’s	 (AAA)	 and	
Fitch	Ratings,	Inc.	(AAA).	One	of 	only	seven	states	in	
the nation to hold a triple-a credit rating from all three 
major	 credit	 rating	 agencies,	 Maryland’s	 low	 interest	
rates are attributable to these superior ratings. 

the treasurer recommends the size, timing, and terms 
of  sale of  General obligation bonds.  this entails peri-
odic	analysis	and	surveys	to	determine	the	monthly	cash	

n PattI KOnrad
 Director
 pkonrad@treasurer.state.md.us

balances of  bond proceeds and to project anticipated 
cash needs of  State agencies and grantees for autho-
rized capital projects. In recent years, the State has held 
sales	semi-annually.		The	Debt	Management	Division,	
in	 conjunction	with	 the	 State’s	 Financial	Advisor,	 the	
treasurer’s principal Counsel, and the State’s Bond 
Counsel,	coordinates	the	sale	and	all	activities	prior	to	
the	actual	 sale,	 including	 liaison	with	 the	bond	 rating	
agencies, the preparation and publication of  statutorily 
required	notices	and	advertisements,	and	the	prepara-
tion	and	distribution	of 	Official	Statements.		The	prep-
aration	 of 	Official	 Statements	 is	 primarily	 performed	
in-house,	resulting	in	substantial	savings	to	the	State.		

The	 State	 Treasurer’s	 Office	 monitors	 market	 condi-
tions and arranges the details of  the actual sale includ-
ing	the	selection	of 	the	method	of 	sale.	In	competitive	
sales	which	are	done	at	a	Board	of 	Public	Works	meet-
ing,	bids	are	transmitted	electronically	by	underwriting	

syndicates,	verified	by	the	Office	and	the	winning	bid	is	
then	ratified	at	the	meeting.	In	negotiated	sales,	under-
writers,	who	are	selected	in	a	competitive	procurement	
process,	negotiate	bond	prices	with	the	Treasurer’s	Of-
fice.	Final	pricing	is	incorporated	in	the	Bond	Purchase	
Agreement	which	must	also	be	approved	at	a	Board	of 	
public Works meeting.

Finally,	the	State	Treasurer’s	Office	supervises	all	activi-
ties	of 	post-sale	settlement,	the	investment	of 	the	bond	
proceeds,	compliance	with	Internal	Revenue	Service	re-
quirements for tax-exempt bonds, continuing disclosure 
and	payment	of 	debt	service.	

General Obligation Bond Issues in Fiscal Year 2009

There	were	three	General	Obligation	bond	sales	in	fis-
cal year 2009 totaling $911.4 million.  the 2008 Second 

Continued on page 16

The State’s General Obligation bonds have been assigned the highest credit rating by Moody’s  
Investors Service, Inc. (Aaa), Standard and Poor’s (AAA) and Fitch Ratings, Inc. (AAA).
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Series	 sale	was	a	competitive	sale	 totaling	$415.0	mil-
lion	held	on	July	16,	2008.	 	Qualified	Zone	Academy	
Bonds	 (QZAB)	 in	 the	amount	of 	$5.6	million	sold	on	
December 1, 2008.  

The	third	and	final	sale	in	fiscal	year	2009	occurred	in	
late	February	and	early	March	2009,	when	the	State	sold	
$490.8 million of  2009 First Series Bonds. the State ac-
cessed	 the	retail	market	 for	 the	first	 time	when	 it	 sold	
the 2009 First Series a & B bonds in a negotiated sale. 

Traditionally	the	State	had	sold	its	bonds	in	competitive	
sales	and	the	winning	bidders	primarily	sold	the	bonds	
to large institutional buyers such as mutual funds and 
insurance	 companies.	 Consequently,	 there	 were	 very	
few	bonds	that	were	available	to	Maryland	citizens.	

In	the	2009	First	Series	sale,	the	State	offered	first	pri-
ority	 to	Maryland	citizens	by	having	a	negotiated	sale	
with	 a	 retail	 order	 period	 prior	 to	 a	 competitive	 sale.	
Retail	customers	are	defined	as	individuals,	bank	trust	
departments,	or	investment	advisors.	To	notify	the	retail	
market	of 	the	sale,	the	State	developed	a	website	(www.
buymarylandbonds.com)	and	placed	newspaper	ads.		

Market	 conditions	were	very	 favorable	 for	high	quality	
and highly rated bonds like Maryland General obliga-
tion	bonds	throughout	fiscal	year	2009,	especially	for	the	
2009	First	Series	Bonds.	The	overall	TIC	of 	3.523%	on	
the	2009	First	Series	A	&	C	bonds	was	the	lowest	on	new	
money	issues	in	at	least	twenty	years.		The	TIC	of 	1.507%	
on	the	2009	First	Series	B	refunding	bonds	was	quite	low	
because	these	refunding	bonds	fully	mature	in	fiscal	years	
2011	and	2012	while	Series	A	and	Series	C	have	maturi-
ties from 2012 through 2024. When the State refunded 
higher rate bonds in the Series B refunding, it realized 
$2.9	million	in	present	value	debt	service	savings.

Debt Management Division continued from page 15

 series  dates of sales  Tax-eempt Tax-exempt overall
   competitive (Institutional) negotiated (Retail) Tax-exempt Tic

 2008 Second Series 07/16/2008 $415.0 million  3.857%

 2008 QZAB 12/01/2008 $5.6 million  *

  02/27/2009    
 2009 First Series A&C 03/02/2009 $199.2 million $225.8 million 3.523% 
  03/04/2009

 
2009 First Series B

 2/27/2009   $65.8 million 1.507% 
  03/02/2009

summaRY oF Fiscal YeaR 2009 issues

new money issuances

Refunding bonds

* The 2008 Qualified Zone Academy Bonds (QZAB) are special, federally-authorized tax-credit bonds which allow QZAB purchasers to receive federal income tax credits.   
In addition, the State will pay the purchaser a 1.6% supplemental coupon.

Continued on page 17
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Debt Management Division continued from page 16
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Continued on page 18Note:  Debt Service also includes sinking fund payments on QZAB bonds.
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Capital lease Financing
Equipment Leases

The	 State	 Treasurer’s	 Office	 provides	 financing	 for	
equipment,	 generally	 for	 terms	of 	 three	or	five	 years,	
for State agencies using the Capital lease-purchase 
Program.	 	 Periodically	 the	 Office	 procures	 a	 Lessor,	

Audio/Video  12%

Office Equipment  8%

Elections  9%

Other  5%

Information Technology  66%

equipmenT classiFicaTion – Fiscal 2009
Master Equipment Lease-Purchase Financing

goveRnmenT use – Fiscal 2009

Environmental  26%

Elections  9%

Public
Television  11%

Health & 
Hospital  4%

Education  
30%

Public
Safety  
20%

who	finances	equipment	monthly	that	meets	the	Lease	
purchase Financing Guidelines established by the of-
fice.	The	Lessor	 is	paid	 semi-annually	 (January	1	and	
July 1) from funds transferred at the beginning of  each 
fiscal	year	from	the	using	agencies.

During	 fiscal	 year	 2009,	 State	 agencies	 financed	 $6.0	
million	 of 	 equipment	 under	 various	 Master	 Lease– 
Purchase	Agreements	(See	the	following	charts).		

Debt Management Division continued from page 17

Continued on page 19

masTeR equipmenT lease – puRchase Financing hisToRY
Fiscal Years 2000-2009
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goveRnmenT use – eneRgY leases

Administrative  35%

Hospital  3%

Agriculture  4%

Education  58%

Energy Leases 

The	Office	 provides	 financing	 for	 energy	 efficiencies,	
generally for terms of  13, 14 or 15 years, for State agen-
cies. using the energy performance lease-purchase 
Program,	the	Office	procures	a	lessor,	who	is	paid	semi-
annually ( January 1 and July 1) from funds transferred 
at	the	beginning	of 	each	fiscal	year	from	the	using	agen-
cies.		The	savings	from	the	Energy	Performance	Con-
tracts are used to make the lease payments.

During	fiscal	year	2009,	State	agencies	financed	$56.4	
million	 of 	 energy	 efficiencies	 under	 the	 2007	 Energy	
performance lease-purchase agreement.  the history 
of  the energy lease-purchase program for the last ten 
years	is	depicted	in	the	following	chart:

Debt Management Division continued from page 18

eneRgY peRFoRmance lease – puRchase Financing hisToRY
Fiscal Years 2000-2009
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 Information Technology Division

The	 Information	 Technology	 Division	 (IT)	 provides	 a	
platform of  integrated systems to support the State trea-
surer’s	Office	 operations.	 	 The	 Treasurer’s	Office	 cur-
rently	disburses	over	seven	million	payments	totaling	over	
$100	billion.	 	The	Division	 receives	Automated	Clear-
ing House (aCH) deposit transactions from the State’s 
depository bank and posts those general ledger entries 
of  electronic and printed check payments to the State’s 
accounting	 system.	These	 deposits	 total	 over	 $100	 bil-
lion	per	year.		The	Division	also	sends	an	automated	fax	
detailing	 the	 deposits	 to	 all	 State	 agencies.	The	Office	
recently upgraded to a faster automated fax system that 

n SCOtt WrzeSIen
 Director
 swrzesien@treasurer.state.md.us

has	an	email	option	that	we	will	offer	in	the	near	future.		
the reporting process has also been expanded to offer 
State	 agencies	 an	 automated	 data	 transmission	 file	 of 	
these transactions for posting to their proprietary systems 
for	 their	 reconciliation	process.	 	The	Division	provides	
electronic	funds	transfer,	check	printing,	positive	pay	and	
account	reconciliation	process	services	for	the	Comptrol-
ler’s	Office’s	General	Accounting	Division,	Revenue	Di-
vision	and	Central	Payroll	Bureau,	the	State	Retirement	
System,	as	well	as	the	Department	of 	Human	Resources’	
(DHr) Child Support & CareS.

The	Division	provides	all	of 	these	systems	on	an	IBM	
i5 midrange platform that is utilized by the adminis-
tration,	Accounting,	Banking	and	Insurance	Divisions.		
The	Division	also	supports	network	based	database	ap-
plications in administration, Banking, Debt Manage-
ment,	Investment	and	Insurance	Divisions	to	ensure	that	
industry	standard	hardware	and	software	is	provided	to	
the	agency	staff.		The	platforms	and	services	provided	
include,	but	are	not	limited	to:		local	area	networking,	
internet	access,	email,	application	development,	website	
management,	 software	 evaluation,	 data	 communica-
tions, training, technical assistance and other technology 
services	to	all	Divisions	in	the	State	Treasurer’s	Office.

Payment Processing 
Payment	processing	 services	 include	 the	 electronic	 re-
trieval	of 	warranted	check	disbursement	files	that	feed	
a high speed customized check printing process for the 
Comptroller’s	 General	 Accounting	Division,	 Revenue	
Division,	Retirement	as	well	as	for	DHR’s	Child	Sup-
port	 &	 CARES.	 The	 Division	 provides	 for	 a	 unique	
agency check design, signature, MICr encoding and 
the	delivery	of 	an	electronic	positive	pay	file	to	our	dis-
bursement bank. 

The	main	processing	system	is	an	IBM	i5	eServer	mid-
range	 computer,	 which	 uses	 advanced	 function	 print-
ing to create each printed document. therefore, the 
Office	has	developed	a	payment	processing	system	that	

Continued on page 21

The Treasurer’s Office currently disburses over seven 
million payments totaling over $100 billion.
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is	flexible	enough	to	allow	the	Treasurer	to	make	pay-
ments for any agency in the State using MICr encod-
ing, signatures and agency or bank logos on secure check 
stock. the use of  secure paper stock precludes the need 
to maintain preprinted checks for each account. the 
system	also	is	protected	with	several	security	features	to	
eliminate or detect forgery or fraud. 

the checks are printed by presorted zip codes in order 
to	comply	with	the	State’s	presort	vendor	requirements	
that	lower	postage	expense.	Control	transfer	reporting	
is	in	place	with	the	General	Accounting	Division’s	mail-
room	service	group,	who	cut	and	insert	the	checks	into	
envelopes	prior	to	pickup	by	the	State’s	presort	vendor.	

The	 Division	 is	 currently	 testing	 the	 use	 of 	 smaller	
MICR	printers	 that	will	 print	 expedited	 checks	 faster	
and	at	a	 lower	cost.	 	The	 smaller	MICR	printers	will	
also	be	integrated	into	the	Treasurer’s	Office	contingen-
cy	plan	as	alternative	check	printing	devices.

electronic Funds transfer (eFt)
The	State	Treasurer’s	Office,	like	many	agencies	in	the	
State,	has	recognized	 the	need	to	support,	where	pos-
sible,	movement	away	from	paper	checks	over	to	elec-
tronic	 funds	 transfer.	The	State	Treasurer,	however,	 is	
ultimately responsible for all disbursements made by 
the State and must transmit these eFt’s in a standard 
format.  electronic payments and direct deposits are 
run	through	a	conversion	program	that	transforms	the	
agency’s payment information into a CCD+, CtX or 
electronic Data Interchange format (eDI). payments 
are sent in these formats to the State disbursement bank, 
which	then	forwards	them	to	the	Federal	Reserve’s	Au-
tomated Clearing House. the payment can then be 
deposited to any payee’s bank account in the country. 
The	IT	Division,	along	with	the	Banking	Services	Divi-
sion, encourages the use of  the more detailed electronic 

Data Interchange, or eDI, payment method and has 
supported	the	growth	of 	this	method	of 	payment.

receipt Processing 
The	 Office’s	 receipt	 processing	 system	 complements	
the	 payment	 processing	 system	 by	 allowing	 any	 State	
agency	to	receive	electronic	payments	 from	taxpayers,	
credit card processors and federal programs. Currently, 
most of  the taxes collected by the State, all credit card 
receipts,	lockbox	(used	for	high-volume,	mail-in	collec-
tions) and all federal funds come in through the “De-
pository plus” process. 

Agencies	without	direct	access	 to	 the	State’s	deposito-
ry	bank	use	the	FDGS	phone	transfer	system	to	allow	
them to transfer their deposits made at local banks that 
are	 affiliated	 with	 the	 State’s	 depository	 bank.	 Funds	
are electronically transferred from the local bank to the 
State’s main account at the depository bank. the sys-
tem’s	ability	is	limited	only	by	what	information	can	be	
passed	through	the	Federal	Reserve’s	ACH	system.

Bank reconciliation 
enhancements to the banking reconciliation system and 
new	programming	has	 focused	upon	 streamlining	 the	
ACH	processing,	wires,	charge	backs	and	data	quality	
controls	on	vendor,	 tax	and	 the	State’s	 general	 ledger	
source	files.	The	IT	Division	has	worked	with	the	Bank-
ing	Services	Division	to	enhance	the	reporting	and	pro-
cessing	 of 	Unpresented	Checks,	 Data	Validation	 and	
Issued/Reissued	Payroll	Checks.		

The	Division	 is	 continuing	 the	 partnership	with	 both	
the	Banking	Services	Division	and	the	State’s	depository	
bank	to	accommodate	improved	transaction	processing	
at	 a	more	 sophisticated	 level	 and	 accurate	 settlement	
date reporting of  aCH Deposits. the efforts made by 
the	Office’s	Banking	Services	Division	in	coordination	
with	 the	 IT	 Division	 provide	 the	 State	 of 	 Maryland	
with	an	even	more	timely	and	accurate	balance	of 	State	
funds held at the bank. 

Management	of 	an	automated	report	archive	process	has	
continued.	Critical	paper	reports	are	now	automatically	
stored electronically on the i5 system permitting quick 
retrieval	for	accounting	and	audit	research	and	avoiding	
the need to generate unnecessary paper output. 

Information Technology Division continued from page 20

Continued on page 22

The State Treasurer’s Office, like many agencies in  
the State, has recognized the need to support,  
where possible, movement away from paper  

checks over to electronic funds transfer.
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automation Initiatives and  
technology Support
Agency ACH Deposit Reports

The	IT	Division	has	continued	its	growth	of 	agencies	
utilizing	the	new	programming	that	enables	electronic	
delivery	of 	an	R*STARS	agency	ACH	deposit	 report	
file	to	the	agency.	The	file	can	then	be	incorporated	into	
an agency’s automated reconciliation.   

Contingency Planning

There	 is	 a	 nightly	 synchronization	 and	 lockdown	 of 	
data and programs from our production System to our 
Development	 System.	 	 This	 effort	 provides	 the	 State	
Treasurer’s	Office	with	a	significantly	shorter	recovery	
time should the production system experience a hard-
ware	 failure.	 	The	 IT	Division	has	also	acquired	new	
hardware	to	serve	as	a	contingent	platform	for	the	State	
Treasurer’s	Office	at	an	off-site	location.

a backup is executed daily and there is off-site storage 
of 	all	our	systems.		If 	a	contingency	were	declared	and	
access	to	ADC	was	interrupted,	the	Division,	with	the	
assistance of  the annapolis Data Center (aDC) has a 
daily	process	to	write	all	of 	the	disbursement	files	to	tape.	
There	 is	 a	 tape	 backup	 device	 compatible	 with	 ADC	
which	enables	IT	to	read	the	daily	disbursement	and	ref-
erence	files	at	the	STO	contingency	site.		We	will	be	con-
ducting off-site tests of  our contingency plan this year.

We	 have	 been	 conducting	 multiple	 disaster	 recovery	
tests	with	 the	Central	Payroll	Division	 (CPB).	The	di-
saster	 recovery	 tests	have	proven	 that	 if 	CPB	were	 to	
relocate	 to	 its	 disaster	 recovery	 site,	 the	Office	would	
be	able	to	ensure	that	payroll	direct	deposits	would	be	
maintained	for	regular	State,	University	of 	Maryland,	
and contractual employees.   

Secure File Transmissions

The	Division	has	 continued	 its	 rollout	 of 	 the	 new	file	
transmission	software.	The	software	is	an	industry	stan-
dard	software	package	that	is	widely	used	on	mainframe	
systems	 including	 the	 State’s	mainframe	 and	 financial	
services	institutions.	The	software	permits	point-to-point	
transmission of  data in an encrypted format. ninety-

Information Technology Division continued from page 21 nine	 percent	 of 	 our	 asynchronous	 transmissions	 have	
been	 converted	 over	 to	 IP-based	 encrypted	 transmis-
sions.	Transmission	times	have	been	reduced	90%	while	
increasing	the	security	of 	the	data.	The	new	file	transmis-
sion	software	enables	the	IT	Division	to	transmit	and	re-
ceive	production	data	files	from	the	State’s	mainframe	as	
well	as	the	State’s	disbursement	and	depository	banks.	

A	contingency	plan	 for	financial	 services	 transmission	
is	in	place	and	allows	for	an	automated	rerouting	to	the	
banks’ contingency bank systems if  their primary bank 
systems	were	to	fail.	

Server Management

The	Division	has	continued	 to	enhance	and	maintain	
our	recently	installed	server	hardware,	network	switch-
es,	 firewall	 and	 remote	 network	 access.	 The	 recently	
upgraded	 hardware	 hosts	 our	 file	 and	 print	 services,	
website,	current	in-house	applications	and	future	data-
base application enhancements to be introduced into 
the	Office’s	Banking,	Administration	and	Insurance	sys-
tems.		We	have	upgraded	desktop	PC’s	and	notebooks	
as	part	of 	our	normal	replacement	cycle.	Several	new	
workgroup	 and	 desktop	 printers	were	 also	 rolled	 out,	
resulting	in	faster	printer	and	lowered	energy	usage.

The	Division	continues	to	upgrade	and	support	the	cur-
rent	releases	of 	 server	operating	systems,	applications,	
virus	and	spam	protection	and	server	management	utili-
ties.	This	has	allowed	for	better	control	over	network	re-
sources, greater uptime for users and has enhanced the 
fault	tolerance	and	dependability	of 	the	entire	network.		
this standardization to current releases of  Microsoft 
software	and	operating	systems	has	provided	the	Office	
with	greater	flexibility	to	acquire	and	implement	desk-
top	and	network	management	solutions	such	as	State-
governed	password	policies,	automated	Virus	Scan	da-
tabase	updates	and	software	administration.	

The Division continues to upgrade and support  
the current releases of server operating  
systems, applications, virus and spam  

protection and server management utilities.
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 Insurance Division

The	 Insurance	 Division	 in	 responsible	 for	 administer-
ing	the	State’s	Insurance	Program	which	is	comprised	of 	
both commercial and self-insurance.  Commercial insur-
ance	policies	are	procured	to	cover	catastrophic	property	
and	 liability	 losses,	 and	 other	 obligations	 derived	 from	
State	contracts,	statutes	and	regulations.		Among	the	sev-
eral	exposures	covered	by	commercial	policies	are	State	
maintained toll bridges and tunnels, rail operations, as-
sorted professional liability exposures and student athlete 
accidents.	The	State	also	self-insures	a	significant	portion	
of  its exposures and maintains the State Insurance trust 
Fund	to	pay	claims	and	the	costs	associated	with	handling	
those	 claims.	 	 Self-insurance	 coverage	 includes	 State-
owned	real	and	personal	property,	vehicles,	and	liability	
claims	covered	under	the	Maryland	Tort	Claims	Act.

The	 Insurance	 Division	 is	 comprised	 of 	 three	 Units:	
Loss	 Prevention,	 Underwriting	 and	 Claims.	 The	 Di-
vision’s	 goal	 is	 to	 provide	 statewide	 risk	management	
through	 loss	 control	 (Loss	 Prevention),	 loss	 protection	
(Underwriting)	and	loss	restoration	(Claims).

loss Prevention
The	aim	of 	loss	prevention	is	to	help	State	agencies	de-
velop	specific	action	plans	and	safety	practices	to	miti-
gate	or	eliminate	State	agencies’	most	frequent	or	severe	
sources	of 	preventable	losses.

Annually,	the	Loss	Prevention	Unit	conducts	a	compre-
hensive	review	of 	numerous	State	agencies’	 loss	histo-
ries	to	identify	problem	areas	and	to	help	agencies	with	
high	 severity	 claims	 and/or	 frequency	 take	 corrective	
measures.	 	 These	 efforts	 are	 expected	 to	 significantly	
reduce	 the	 loss	 frequency	and	 the	 severity	of 	damage	
sustained	to	State-owned	buildings	and	contents.

n laura mCWeeney
 Director
 lmcweeney@treasurer.state.md.us

This	year	Loss	Prevention	met	with	 the	University	of 	
Maryland	College	Park	to	discuss	their	five-year	trends	
and	the	action	plans	implemented	by	the	University	to	
curtail	 frequency	and	severity	of 	 losses.	 	Initiatives	 for	
loss	prevention	were	developed	to	further	reduce	the	in-
cidence of  losses.

A	 review	 of 	 the	 portfolio	 of 	 loss	 control	 services	 of-
fered by our commercial insurance broker partners is 
underway	to	broaden	the	scope	of 	services	available	to	
State	agencies.		Outreach	activities	to	promote	the	use	
of 	these	services	and	to	solicit	participation	from	State	
agencies	are	ongoing.		Thus	far,	Coppin	State	Univer-
sity	has	received	loss	control	services	for	Aerial	Infrared	
Testing	of 	its	roofing	system.		In	that	case,	an	aerial	in-
spection	of 	their	roofing	systems	was	performed	to	ac-
curately	pinpoint	where	moisture	was	penetrating	their	
structures.  the purpose of  this testing is to indicate 
roofing	failures	before	there	are	visible	signs,	structural	
damage or business interruption.  With the results of  
this	analysis,	the	University	can	significantly	extend	the	
life	of 	its	roofing	structures	while	reducing	maintenance	
expenditures and potential property-related claims.

The	Loss	Prevention	Unit	solicited	participation	from	the	
Maryland	State	Police	Aviation	Command	for	use	of 	loss	
control	 services	and	was	able	 to	provide	an	assessment	
of 	the	Aviation	Command’s	safety	program	and	a	path	
forward	to	a	complete	Safety	Management	System.								

State	agencies	invested	approximately	$100,000	to	imple-
ment recommendations noted in Boiler and Machinery 
Survey	Reports,	which	reduced	the	potential	 loss	expo-
sure from $1,615,500 to $60,000 by implementing pre-
ventive	maintenance	recommendations.		

This	year,	Loss	Prevention	also	instituted	procedures	to	
ensure	compliance	with	the	mandatory	Medicare	claim	
reporting requirements of  Section 111 of  the Medi-
care and Medicaid and SCHIp extension act of  2007.  
The	 Insurance	Division	will	 report	 to	 the	Centers	 for	
Medicare	 and	Medicaid	 Services	 (CMS),	 the	 identity	

Continued on page 24
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of 	any	Medicare	beneficiary	whose	
illness, injury, incident or accident 
was	 at	 issue	when	 a	 claim	was	 re-
solved	 through	 a	 settlement,	 judg-
ment,	 award,	 or	 other	 payment,	
to enable CMS to make appropri-
ate determinations concerning the 
coordination	of 	benefits,	 including	
any	applicable	recovery	claim.		The	
reporting requirements apply to the 
State Insurance trust Fund and 
claims administered by the Injured 
Workers Insurance Fund.

underwriting
The	goal	of 	the	Underwriting	Unit	
is to manage the insurance needs 
of 	 the	 State	with	 self-insurance	 or	
through the procurement of  com-
mercial insurance. Commercial 
insurance protects the State Insur-
ance trust Fund from catastrophic 
losses	 and	 fulfills	 certain	 statutory	
requirements and agency contrac-
tual agreements. the unit analyzes 
commercial	 coverage	 offerings,	
prices, limits and deductibles and 
then recommends to the treasurer 
the combination that best protects 
the State of  Maryland’s assets.

This	 year	 the	 Underwriting	 Unit	
secured the State’s blanket excess 
property	 coverage	 with	 a	 7%	 rate	
reduction. It included a “Green en-
dorsement”	 that	 elevates	 the	 claim	
payment for the cost to repair or re-
place	covered	damaged	property	 to	
include an “upgrade to green” up to 
a maximum of  $5,000,000 subject 
to the policy limit. this may include 
energy Star appliances, Greenguard 
Indoor	Air	Quality	Certified	 furni-
ture	and	seating,	lower	emission	and	
sustainably	produced	interior	wood,	
carpet	and	flooring.

the unit also requested bench-
marking information on the limit of  
liability	 for	 out-of-	 State	med-evac	
operations	 during	 the	 renewal	 of 	
State-owned	 aircraft	 policy.	 Based	
upon	our	review	of 	the	benchmark-
ing	 information,	 we	 more	 than	
doubled the limit of  liability on the 
State-owned	aircraft	renewal	for	an	
additional premium of  $50,500. 
The	 Unit	 procured	 the	 renewal	
policy for the Maryland trans-
portation	 Authority’s	 specified	
bridges	and	tunnels	 liability	with	a	
$2,000,000 reduction in the deduct-
ible, a $50,000,000 increase in the 
limit	of 	liability,	and	with	an	annual	
premium	and	broker	fee	savings	of 	
$88,099.  the airport liability re-
newal	 for	 the	 Maryland	 Aviation	
administration maintained all of  
the	expiring	coverages,	and	the	pre-
mium	was	reduced	over	$320,000,	
more	than	a	36%	rate	reduction.

The	Underwriting	Unit	 continued	
its outreach efforts to State agencies 
for	 a	 variety	 of 	 reasons,	 including	
the Maryland Fire and rescue In-
stitute, St. Mary’s College of  Mary-
land, the Department of  Human 
resources, the Maryland port ad-
ministration,	 the	 Maryland	 Avia-
tion	Administration,	the	University	
of  Maryland at Baltimore, and the 
Department of  Housing and Com-
munity	Development.	Meetings	and	
location	 tours	were	held	at	agency	
requests, carrier requests, and to in-
troduce	new	carriers	or	brokers	 to	
specific	State	 agencies	when	need-
ed.	 	 The	 Underwriting	 Unit	 con-
tinues	to	serve	as	a	resource	for	all	
State agencies for their insurance 
questions or concerns.

Continued on page 25

Insurance Division continued from page 23 as part of  its mission to manage the 
State’s insurance needs, the under-
writing	 Unit	 conducts	 an	 annual	
insurance	survey	to	gather	data	on	
State exposures. the unit contin-
ued to streamline the process for 
State agencies this year by simplify-
ing	the	auto	insurance	survey	form.	
the collected data is used to pur-
chase commercial insurance poli-
cies and as a component for setting 
self-insurance premiums.

Claims and litigation
The	 Insurance	 Division’s	 Claims	
staff  is a dedicated group of  Insur-
ance	 professionals	 with	 over	 100	
years	of 	collective	experience	in	the	
State	 Treasurer’s	 Office	 and	 over	
100	 years	 of 	 collective	 experience	
in the insurance industry.

Performance Goals
The	Unit	 is	responsible	for	 investi-
gating	and	resolving	claims	for	dam-
age	to	State-owned	property	as	well	
as for tort claims for property dam-
age	and/or	personal	injury	to	third-
party claimants. Where commercial 
insurance has been procured for a 
risk, the Claims unit is responsible 
for reporting the loss to the insur-
ance carrier in a timely fashion and 
for ensuring that the carrier prop-
erly	resolves	the	claim.

The	Claims	Unit	 strives	 to	provide	
unparalleled	customer	service	to	its	
internal and external customers by 
carefully	 evaluating	 and	 appropri-
ately	 resolving	 every	 claim	 in	 the	
shortest time possible.  If  the Claims 
unit fails to respond to a tort claim 
that meets the requirements set forth 
under the Maryland tort Claims 
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Act	within	six	months,	the	claimant	
may	file	 suit.	 	The	majority	of 	 the	
tort	claims	filed	with	 the	Treasurer	
are	 resolved	 within	 the	 six	 month	
period or after all of  the appropri-
ate documentation has been sub-
mitted.  In other instances, the ad-
juster may determine that the facts 
are	 in	 dispute,	 in	 which	 case	 the	
claim	is	denied.		The	Unit	received	
3,380	claims	 in	FY09	and	resolved	
4,462 claims in the same year.  this 
exceeded the unit’s production goal 
of  a 1:1 closing ratio by 15 percent.

Since approximately 20 percent of  
the unit’s tort claims arise from road 
hazard and negligent road design 
allegations, a sub-unit of  adjusters 
has been dedicated to the handling 
of  these types of  claims.  this ar-
rangement ensures that communi-
cation	 between	 the	 adjusters	 and	
the	 two	agencies	primarily	respon-
sible	for	highway	and	road	mainte-
nance,	SHA	and	MdTA,	is	vigilantly	
maintained.  this arrangement also 
ensures	 that	 these	 claims	 receive	a	
fair	and	timely	response.	 	Over	70	
percent	of 	road	hazard	claims	filed	
with	 the	Treasurer	 are	 resolved	 in	
less	than	two	weeks.

Insurance Division continued from page 24

disposiTion oF closed cases 
FY06 To FY09

 FY06 25 63 9 10 9 116

 FY07 21 67 7 4 7 106

 FY08 31 48 3 5 28 115

 FY09 13 15 0 1 64 93

 Total served 90 193 19 20 108 430 
 as of 6.30.09

case disposiTion

 Fiscal Year settled dismissed Judgement defense open ToTal 
 case served    verdict  seRved

litigation
Occasionally	 claims	 are	 resolved	
through litigation.  the litigation 
Manager	is	responsible	for	develop-
ing and implementing a compre-
hensive	 litigation	 plan	 for	 all	 tort	
claims in litigation.  the litigation 
Manager	 works	 closely	 with	 the	
Office	 of 	 the	Attorney	General	 to	
proactively	resolve	these	matters	by	
investigating	 and	 evaluating	 cases,	
providing	 settlement	 authority	 or	
when	necessary,	by	briefing	the	In-
surance	Review	Committee	on	high	
dollar	value	settlements,	and	by	at-
tending settlement conferences and 
other	 court	 mandated	 activities.	
The	Litigation	Manager	also	works	
closely	with	the	claims	adjusters	to	
provide	 feedback	 on	 investigations	
conducted by the adjuster.  the 
litigation Manager may also brief  
an adjuster on the status of  certain 
litigation claims of  interest.

On	average,	 the	Litigation	Unit	re-
ceives	 108	 suits	 each	 year.	 	 Since	
FY06,	 the	State	Treasurer	 received	
430 notices of  suit.  of  the cases 
closed,	28	%	were	settled;	60%	were	
dismissed; judgments and defense 
verdicts	accounted	for	6%	each.

Judgement  6%

Dismissed  60%

Defense Verdict  6%

Settled  28%

disposiTion oF liTigaTed claims
70
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50
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0
Settled Dismissed Judgement Verdict Open
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 Investment Division

This	 fiscal	 year	witnessed	 an	 unprecedented	 effort	 by	
the	governments	of 	 the	World	 to	prevent	and	 then	 to	
minimize	a	worldwide	recession/depression.		The	U.S.	
government	alone	contributed	1.3	trillion	dollars	to	the	
effort.	 	 The	 Government	 Sponsored	 Entities	 (GSEs),	
Federal national Mortgage association (Fannie Mae) 
and Federal Home loan Mortgage Corporation (Fred-
die	Mac)	were	placed	in	conservatorship.		The	Federal	
Deposit Insurance Corporation (FDIC) expanded its 
insurance of  bank deposits in an effort to stabilize the 
banking industry.  In spite of  the FDIC’s best efforts, 
67	U.	S.	banks	failed	during	the	fiscal	year.		The	federal	
government	passed	a	700	billion	dollar	economic	stimu-
lus	program.		Iceland	became	insolvent	due	to	the	crisis	
and	had	 to	be	bailed	out.	The	automotive	companies	
required	 government	 assistance.	 	The	Maddoff 	 ponzi	
scheme	came	to	an	end,	the	largest	fraud	in	financial	his-
tory, estimated at 50 billion dollars.  treasury bill rates 
turned	 negative	 for	 the	 first	 time	 in	 history.	 	 January	
brought	a	new	administration	to	Washington	and	new	
hope	for	the	future.		However,	the	recession	was	deep-
ening	 around	 the	world	 and	 blame	was	 being	 placed	
squarely	on	Wall	Street	greed.	The	Dow	Jones	Indus-
trial	Average	began	the	fiscal	year	at	11,215,	bottomed	
on	March	9th	at	6,547,	and	only	recovered	to	8,447	by	
the end of  June.  General Motors declared bankruptcy.  
the unemployment rate approached double digits at 
9.4%.		The	U.	S.	savings	rate	jumped	to	6.9%	due	to	the	
severe	 lack	of 	consumer	confidence.	 	Fiscal	year	2009	
was	not	for	the	faint	of 	heart!

Through	it	all,	the	Investment	Division	continued	to	in-
vest	 in	 accordance	with	 established	 laws,	 policies	 and	
procedures.  Section §6-222 of  the State Finance and 

n mary CHrIStIne JaCKman
 Director
 mjackman@treasurer.state.md.us

Procurement	 Article	 governs	 the	 investment	 of 	 the	
State’s unexpended or surplus money.  Furthermore, the 
State	Treasurer’s	Investment	Policy	provides	additional	
guidance	 for	 investments.	 	The	conservative	 stance	of 	
the	Office	may	have	limited	interest	earnings	but	it	in-
sured	 safety	 of 	 principal	 invested.	 	 This	 year	 proved	
the	prescience	of 	Will	Rogers	when	he	said,	“I’m	not	
as concerned about the return on my money as the 
return oF my money.” 

The	Investment	Division	primarily	invests	the	cash	bal-
ances	 that	 are	 temporarily	 idle	between	 the	 time	 rev-
enue is collected and the time budgeted amounts are 
disbursed.	The	Division	is	also	responsible	for	a	num-
ber	of 	longer-term	investment	activities	associated	with	
the	purchase	of 	20-year	development	easements	on	ag-
ricultural	 land	and	 the	payment	of 	 lottery	prizes	over	
19-year	periods.	The	Division	manages	the	investment	
of  General obligation bond proceeds and also directs 
the	short-term	and	long-term	investments	of 	a	number	
of 	 trustee	accounts	under	State	 agency	 revenue	bond	
indentures. 

The	Investment	Division	 is	not	 responsible	 for	 the	 in-
vestment	 and	 management	 of 	 all	 funds.	 Other	 State	
agencies are responsible for the State’s pension funds, 
the	insurance	reserves	of 	the	Maryland	Automobile	In-
surance Fund, the Injured Workers Insurance Fund, the 
College	Savings	Program	and	certain	endowment	funds	
at	public	colleges	and	universities.	

Interest	 earnings	 on	 investments	 under	 the	 steward-
ship of  the State treasurer accrue to the General Fund 
unless	State	 law	or	 regulation	directs	 that	 the	 interest	
should	accrue	to	a	specific	fund.	During	the	1990	ses-
sion, the General assembly enacted legislation, spon-
sored	by	 the	Treasurer’s	Office,	 to	allow	all	operating	
funds	invested	by	the	Treasurer	to	be	invested	in	a	com-
mon pool. Interest earned from this pool is allocated to 
the	various	State	agencies	and	to	the	General	Fund	on	
a pro-rata basis. 

Continued on page 27
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Under	State	 law,	 investments	by	 the	State	Treasurer’s	
Office	are	 limited	 to	 secured	bank	accounts,	 full	 faith	
and	credit	obligations	of 	the	federal	government,	obli-
gations of  certain federal agencies or instrumentalities, 
repurchase	 agreements	 collateralized	 102%	 by	 those	
securities,	first	tier	money	market	mutual	funds	and	lim-
ited amounts of  highest quality commercial paper. 

U.S.	government	agency	investment	securities	are	pro-
cured	competitively	through	approved	brokerage	firms.	
To	be	 approved,	 a	 firm	 (1)	must	 be	 a	 primary	 dealer	
reporting	to	the	Federal	Reserve	or	a	registered	member	
of 	the	New	York	Stock	Exchange,	or	(2)	file	audited	fi-
nancial	statements	from	the	three	previous	years	exhib-
iting	financial	resources	considered	adequate	by	the	In-
vestment	Division	and	approved	by	the	Treasurer,	and	
(3)	provide	competitive	bids	to	the	Investment	Division	
on a regular basis. 

the treasurer’s policy is to make sure that local, re-
gional	 and	minority	firms	have	an	opportunity	 to	bid	
on	 the	State’s	 investable	 funds.	Please	be	advised	 that	
this	 is	 a	 highly	 competitive	 process.	The	 fiduciary	 re-
sponsibility to Maryland residents requires scrupulously 

seeking	the	best	prices	for	all	investments.	Inclusion	on	
the	list	grants	the	privilege	of 	submitting	bids	and	offers	
but does not guarantee a transaction.  Minority Busi-
ness	Enterprise	(MBE)	firms	accounted	for	17%	of 	all	
investment	 transactions	during	fiscal	 year	2009.	 	This	
compares	favorably	with	over	5%	of 	investment	trans-
actions	for	the	previous	fiscal	year.

The	 investment	portfolio	 is	designed	 to	meet	 the	cash	
flow	needs	of 	the	State	(i.e.,	have	funds	available	to	cov-
er	disbursements).	During	fiscal	year	2009,	the	Invest-
ment	Division	invested	in	repurchase	agreements	with	
maturities of  90 days or less. repurchase agreements, 
collateralized	 102%	 by	 U.S.	 Treasuries	 and	 federal	
agency	 securities	 provide	 safety,	 have	 short	maturities	
and	have	rates	of 	return	that	are	generally	higher	than	
Treasury	and	agency	securities	with	comparable	matu-
rity.	Treasury	and	federal	agency	securities	with	a	matu-
rity	of 	up	to	five	years	were	also	purchased	in	order	to	
provide	portfolio	diversification,	liquidity	and	a	higher	
rate	of 	return.	This	maturity	extension	was	well	within	
the guidelines of  prudent portfolio management. For a 
complete	list	of 	the	June	30,	2009	investment	portfolio,	
see appendix a.

on June 30, 2009, the total of  all portfolios under the 
active	 management	 of 	 the	 State	 Treasurer’s	 Office	
was	$5,088,853,273.	The	General	Fund	portfolio	was	
$4,909,433,669. 

 Repurchase Agreements 468,549,491

 U.S. Treasuries 895,000

 U.S. Government Agencies 4,208,522,000

 Other Investments 410,886,782

 Total Portfolio 5,088,853,273

poRTFolio composiTion aT June 30, 2009

 investment Type dollar amount

 2000 4,043,592,678 4,341,640,537

 2001 4,734,087,661 4,983,070,473

 2002 4,007,351,370 4,338,575,761

 2003 3,393,570,110 3,582,550,645

 2004 4,212,322,055 4,469,538,542

 2005 5,403,757,921 5,685,280,744

 2006 6,480,959,704 6,867,711,888

 2007 6,719,444,969 7,116,500,896

 2008 6,455,858,210 6,557,395,702

 2009 4,909,433,669 5,088,853,273

poRTFolio balances

 Fiscal Year general Fund Total portfolio

U.S. Government Agencies 83%

Other Investments 8%

U.S. Treasuries 0%

Repurchase Agreements 9%

Continued on page 28

Investment Division continued from page 26
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The	average	rate	of 	 return	on	 the	General	Fund	was	
3.39%.	The	State	Treasurer’s	investment	program	sur-
passed the three-month Constant Maturity treasury 
Bill,	which	averaged	0.56%	for	the	same	time	period.

Due	to	lower	average	balances	and	lower	interest	rates	
the total interest earned from the portfolio decreased 
almost	117	million	dollars	for	fiscal	year	2009.

Securities lending
As	 is	 typical	with	 a	portfolio	 containing	a	 large	num-
ber of  securities, the State engages in a securities lend-
ing	program.	In	this	program,	the	State	contracts	with	
a	 third	party	 securities	 lender	which	arranges	 to	have	
specific	securities	in	the	portfolio	loaned	to	brokers	and	
dealers	who	need	those	securities	for	a	short	period	of 	
time.	In	return	for	borrowing	the	security,	the	broker	or	
dealer	posts	cash	collateral	equal	to	102%	of 	the	mar-
ket	value	of 	the	borrowed	security.	The	securities	lender	
invests	the	cash	collateral	for	the	period	of 	the	loan.	At	
maturity, the State securities are returned and the inter-
est	earned	is	allocated	between	the	State	and	the	securi-
ties lender. 

Due	 to	 the	unprecedented	 intervention	by	 the	 federal	
government	 to	 combat	 the	 liquidity	 crisis,	 the	 securi-
ties	 lending	program	earned	 less	 than	 a	 fifth	 of 	what	
was	earned	during	the	previous	fiscal	year.	Income	de-
creased	over	80%	to	380,301	dollars.		The	decline	in	se-
curities lending income is directly attributable to the 1.3 
trillion	dollar	intervention	by	the	federal	government	in	
the	financial	markets	in	an	effort	to	restart	the	economy.	 

local Government Investment Pool
Section §22G of  article 95 of  the annotated Code of  
Maryland	establishes	the	Maryland	Local	Government	
Investment	Pool	 (LGIP)	and	assigns	 to	 the	State	Trea-
surer’s	 Office	 the	 responsibility	 for	 administering	 the	
pool. the actual management of  the pool has been con-
tracted	out	to	The	PNC	Financial	Services	Group,	Inc.	

 2000 5.61% 5.38%

 2001 5.93% 5.27%

 2002 2.92% 2.18%

 2003 1.94% 1.32%

 2004 1.28% 0.97%

 2005 2.26% 2.26%

 2006 4.06% 4.17%

 2007 5.16% 4.74%

 2008 4.89% 1.89%

 2009 3.39% 0.56%

aveRage annual inTeResT RaTes

 Fiscal Year general Fund 3 month Treasury 
   bill Rate 

 2005 424,157.80 -

 2006 463,384.05 9.20%

 2007 568,769.87 22.79%

 2008 1,926,722.19 238.75%

 2009 380,301.10 -80.26%

secuRiTies lending eaRnings

 Fiscal Year earnings % change 

 2000 121,951,720 103,173,287 225,125,007

 2001 136,981,074 144,249,899 281,230,973

 2002 82,641,807 66,399,769 149,041,576

 2003 37,205,637 42,240,523 79,446,160

 2004 25,037,345 29,053,449 54,090,794

 2005 52,886,074 54,538,463 107,424,537

 2006 149,613,238 109,222,108 258,835,346

 2007 150,798,001 205,589,917 356,387,918

 2008 155,170,184 207,179,098 362,349,282

 2009 102,768,740 142,619,087 245,387,827

ToTal inTeResT eaRned

 Fiscal net general allocated to state Total 
 Year Fund agencies 

Continued on page 29
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 2000 813,759,289 252 5.73% 2.07%

 2001 1,141,544,255 270 5.69% 40.28%

 2002 1,422,684,869 276 2.53% 24.62%

 2003 1,674,169,653 282 1.45% 17.67%

 2004 1,797,814,980 285 1.03% 7.38%

 2005 1,951,361,257 287 2.15% 8.50%

 2006 1,900,127,809 289 4.19% (2.69%)

 2007 2,100,327,613 292 5.30% 10.54%

 2008 2,420,372,782 294 4.04% 15.24%

 2009 2,759,769,583 298 1.41% 14.02%

local goveRnmenT invesTmenT pool Fund balance

 Fiscal Fund number of actual Yield $ inc (dec) 
 Year balance participants prev. 12 months prev. Year

the treasurer has encouraged lo-
cal	 governments	 and	 eligible	 au-
thorities to participate in the pool.  
the pool maintained its “aaam” 
money market fund rating by Stan-
dard	 &	 Poor’s.	 This	 was	 no	 small	
feat during the highly turbulent 
times	 the	 financial	 market	 faced	
during	the	year.		At	the	end	of 	fis-
cal	year	2009,	there	were	298	par-
ticipants,	up	from	294	in	fiscal	year	
2008. the fund balance as of  June 
30,	2009,	was	$2,759,769,583.	The	
12 month rolling annual yield for 
fiscal	year	2009	was	1.41%.	

to ensure that the pool is respon-
sive	to	the	needs	of 	the	participants,	
the	 Treasurer	 created	 an	 advisory	
panel	 consisting	 of 	 representatives	
of  the pool’s members. the panel 
meets	 semi-annually,	 reviews	 the	

Investment Division continued from page 28

fund’s	 activities	 and	makes	 recom-
mendations to the pool’s admin-
istrator. the pool administrator 
produces	 a	 quarterly	 newsletter.	

This	newsletter	acts	as	an	effective	
marketing tool for potential par-
ticipants	and	a	valuable	update	for	
members.
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 Legal Division

While	the	entire	Office	of 	the	Attorney	General	(OAG)	
serves	as	a	resource	to	the	Treasurer,	four	assistant	attor-
neys	general	have	been	assigned	to	the	State	Treasurer’s	
Office	to	provide	direct,	full-time	legal	support	on	a	full	
range	of 	services	including:			

n	 Legal	advice	and	opinions	

n	 Contract	preparation	and	review	

n preparing and editing rules, regulations, and 
policies 

n	 Drafting	and	review	of 	legislation	

n	 Overseeing	and	coordinating	the	State’s	legal	
representation under the Maryland tort 
Claims act (MtCa)

n	 Representation	in	various	types	of 	litigation,	
administrative	and	regulatory	proceedings

n responding to citizen inquiries, and 

n	 Provide	legal	training	to	the	staff 	as	appropriate

the division director and  
Principal Counsel  
n	 Advise	the	Treasurer	and	Office	staff 	on	a	

variety	of 	issues	affecting	the	Office	and	its	in-
teraction	with	federal,	State	and	local	govern-
ment agencies, contractors and the public;  

n	 Serve	as	in-house	counsel	for	the	issuance	of 	
General obligation bonds, frequent capital 
equipment	and	energy	lease	financings,	and	
periodic	Build	America	Bonds,	Qualified	
School	Construction	Bonds,	and	Qualified	
Zone	Academy	Bonds;		

n Steven vanderBOSCH
 Division Director
 svanderbosch@treasurer.state.md.us

n act as a legal resource for other State agencies 
regarding their proposed uses of  tax-exempt 
bond money for capital projects;   

n	 At	the	request	of 	the	Treasurer,	provide	ad-
vice,	counsel	and	legal	analysis	of 	the	Trea-
surer’s	constitutional	and	statutory	powers	and	
responsibilities;  

n	 Provide	advice,	counsel	and	legal	analysis	on	
matters	before	various	boards	and	commis-
sions	on	which	the	Treasurer	serves,	princi-
pally the Board of  public Works; 

n	 Serve	as	counsel	regarding	administration,	
procurement, and personnel matters in the 
State	Treasurer’s	Office;		

n	 Provide	advice	and	assistance	on	the	procure-
ment	and	administration	of 	a	wide	variety	
of 	financial	service	contracts	for	the	Office,	
as	well	as	for	other	State	agencies,	including	
banking,	finance,	investment	and	related	infor-
mation	technology	services;			

n	 Provide	analysis	and	advice	to	the	Insurance	
Division	on	procurement	and	administration	
of  commercial insurance policies and on gen-
eral insurance issues; 

n	 Provide	advice	and	counsel	to	the	Treasurer	
and	Office	management	on		personnel	mat-
ters, including disciplinary matters, and repre-
sent	the	Office	in	personnel	proceedings.		

the deputy Counsel  –  Supervisor, 
tort Claims litigation unit
The	 Deputy	 Counsel	 is	 the	 Supervisor	 of 	 the	 Tort	
Claims litigation unit (tClu). the unit is being 
gradually	staffed	over	time	with	attorney	and	legal	as-
sistant positions authorized by the General assembly on 
the recommendation of  the treasurer and the attorney 
General.  the goal of  the tClu is to bring consistency 
to the defense and resolution of  cases brought against 

Continued on page 31
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the State and its agencies under the Maryland tort 
Claims	 Act	 by	 employing	 effective	 defense	 strategies,	
controlling State risk and containing litigation costs. 

Primary Functions of  the OaG 
General Legal Advice

The	OAG	serves	as	counsel	to	the	Treasurer	and	Office	
staff 	on	many	varied	issues	affecting	the	State	Treasur-
er’s	 Office	 including	 legislative,	 administration,	 litiga-
tion and personnel matters.

Finance/Debt Management 

In	fiscal	year	2009,	the	Office	of 	the	Attorney	General	
participated in the issuance of  $911.4 million in tax-
exempt	Capital	Improvement	Bonds	and	the	financing	
of 	over	$62.4	million	in	Capital	Equipment	Leases.

The	OAG’s	 involvement	 with	 bond	 sales	 begins	 with	
review	and	comment	to	both	the	Department	of 	Bud-
get and Management and to the staff  of  the General 
Assembly	on	annual	enabling	legislation	and	individual	
bond bills. the oaG participates in the preparation 
and	review	of 	official	statements	and	other	offering	doc-
uments, including authorizing resolutions of  the Board 
of  public Works. For all loans authorized since 1989, 
the	OAG	researches	and	writes	bond	counsel	opinions	
for	joint	signature	with	the	Attorney	General.

Ongoing	legal	advice	is	provided,	as	needed,	to	various	
State	 agencies	 that	 receive	 General	 Obligation	 Bond	
funding concerning federal tax code restrictions on use 
of  bond proceeds. of  particular concern are changes in 
use,	and	private	business	use	of 	facilities	that	have	been	
financed	with	the	proceeds	of 	tax-exempt	bonds.

Two	law	firms	are	under	contract	with	the	Attorney	Gen-
eral	to	provide	bond	counsel	services	for	the	State	Trea-
surer’s	Office:	Ballard	Spahr	LLP	and	Kutak	Rock,	LLP.

Board of Public Works

at the request of  the treasurer, the oaG attorneys re-
view	 all	 agenda	 items	 that	 come	before	 the	Board	 of 	
public Works, including proposed legal settlements and 
insurance	 matters,	 provide	 suggested	 questions	 and	
comments to a Deputy treasurer concerning legal, 

procurement and funding issues, and attend Board of  
Public	Works	meetings	to	be	available	to	the	Treasurer	
for	legal	advice.

Contracts and Procurement

as a primary procurement unit, the State treasurer’s 
Office	 is	generally	 responsible	 for	 the	procurement	of 	
all	State	banking,	finance	and	insurance	contracts.	The	
Treasurer’s	Office	 is	 responsible	 for	 contract	 adminis-
tration	of 	 its	own	contracts	and	agreements	 for	bank-
ing,	 finance,	 investments,	 insurance	 and	 information	
technology,	as	well	as	for	banking	and	finance	contracts	
for other agencies. the oaG is engaged in all contract 
and procurement issues, including request for propos-
als,	Invitations	for	Bids,	contract	modifications,	claims,	
protests and appeals.

Tort Claims

Under	the	supervision	of 	the	Deputy	Counsel,	the	TCLU:

n	 Drafts	and	reviews	MTCA-related	legislation	
and regulations,

n	 Advises	the	Treasurer’s	Office	Insurance	
Division	on	many	of 	the	approximately	4,000	
tort	and	auto	claims	filed	each	year	under	the	
Maryland tort Claims act (MtCa).

n	 Provides	legal	representation	to	the	State,	its	
agencies and employees in Federal and State 
Courts in the defense of  cases brought under 
the MtCa.

n	 Provides	litigation	support	to	the	Assistant	
attorneys General throughout State agen-
cies	who	also	defend	cases	brought	under	the	
MtCa , including:
–	 Training	attorneys	and	serving	as	a	resource	

for	developing	trial	strategies,	
–	 Recommending	and	approving	the	use	of 	

expert	witnesses,	
–	 Writing	and	reviewing	briefs,	memoranda,	

and motions, and 
–	 Reviewing	and	advising	on	the	litigation	

and settlement of  these cases

n participates in all appellate litigation in cases 
involving	the	MTCA.

Legal Division continued from page 30
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 Appendix A

Investment Inventory
June 30, 2009

maRkeT value summaRY RepoRT

20.9%

0.0%

23.1%

18.6%

9.2%

0.0%

8.0%

7.0%

13.1%

32  FHLB - 30/360

37  FHLMC - Coupon Bonds - 30/360

39  Other Agencies - 30/360

60  Repo Agreement - Open Act - 360

98  Moneymarket Funds- 30/360

34  FNMA - 30/360

36  FFCB - 30/360

12  Treasury Notes

75  Neg CD Compounding - Act/365-6

12 Treasury Notes 1,226K 0.0%

32  FHLB - 30/360 1,064,767K 20.9%

34 FNMA - 30/360 358,215K 7.0%

36  FFCB - 30/360 666,612K 13.1%

37  FHLMC - Coupon Bonds - 30/360 1,176,261K 23.1%

39  Other Agencies - 30/360 949,033K 18.6%

60  Repo Agreement - Open Act - 360 468,549K 9.2%

75 Neg CD Compounding Act/365-6 1,429K 0.0%

98  Moneymarket Funds 409,455K 8.0%

ToTal:  5,095,548k 100.0%
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