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The Public Employee Retirement 
Administration Commission filed 
its legislative agenda for 2013-

2014 with the Clerk of the Massachusetts 
House of Representatives, Mr. Steven T. 
James on Tuesday, November 5, 2012. 
Three bills are included in the agency’s 
legislative agenda for the current legisla-
tive session. The bills were assigned to 
the Joint Committee on Public Service.

The three bills are as follows:

H. 14: AN ACT REGARDING POST 
RETIREMENT EARNINGS AND 
UNEMPLOYMENT BENEFITS

Chapter 32, Sections 91(b) and 91A of 
the General Laws limit the amount of 
earned income a Massachusetts superan-
nuation or disability retiree may earn 
from Massachusetts public entities, in 
the case of a superannuation retiree, and 
from any source, in the case of a disabil-
ity retiree. This bill would consider any 
unemployment insurance income earned 

after the member reaches the earnings 
limitations of Chapter 32, Section 91(b) 
and/or 91A as “earned income”.

H. 15:  AN ACT AUTHORIZING THE 
PUBLIC EMPLOYEE RETIREMENT 
ADMINISTRATION COMMISSION TO 
HOLD HEARINGS

Section 9 of Chapter 36 of the Acts of 2012 
says that, “In no event shall any member 
be entitled to a retirement allowance 
under sections 1 to 28 inclusive, which 
is based upon a salary that was inten-
tionally concealed from or intentionally 
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By Michael DeVito
Director of Strategic Planning, 
Management and Public Affairs

The Chairs of the Joint Committee 
on Public Service have been 
announced by Senate President 

Therese Murray and House Speaker 
Robert A. DeLeo. President Murray 
has reappointed Senator William N. 
Brownsberger as Senate Public Service 
Chair while House Speaker Robert A. 
DeLeo has appointed Representative 

Aaron M. Michlewitz, former House 
Chair of the Joint Committee on 
Election Laws as House Chair. Chairman 
Michlewitz replaces former House Chair 
Representative John W. Scibak who 
was appointed House Chair of the Joint 
Committee on Consumer Protection and 
Professional Licensure.

Senator Brownsberger of Belmont was 
first elected to the Massachusetts House 
of Representatives in 2006 and to the 
Senate in 2011. Senator Brownsberger 
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ACTUARIAL CORNER

By James Lamenzo
Actuary

The investment return assumption 
is the most commonly discussed 
pension plan actuarial assumption.  

Almost every day articles cross my desk 
about this assumption in Massachusetts 
and across the country. Many weigh in on 
the appropriateness of this assumption 
often claiming the current assumption is 
too high.    

For over 15 years, the “standard” PERAC 
investment return assumption (assum-
ing a reasonable investment allocation) 
has been 8.0%.  In the late 1990s there 
was pressure to increase this assumption 
which we resisted.  Five to ten years ago 
we indicated we felt an 8.5% assumption 
was too high.  In the past 2 to 3 years, we 
added that we felt 8.25% was too high.  
We are currently considering reducing 
the 8.0% assumption to 7.75% in 2013 
actuarial valuations.

The charts below show how this assump-
tion has changed for Massachusetts pub-
lic plans over the past 10 years.    

Several things stand out in these charts.  
In 2003, about half of the systems used 
an investment return assumption above 
8.0%.  Today there only 12 such systems 
and none of these use an assumption 
above 8.25%.  In 2003 only 3 systems 
used an investment return assumption 
under 8.0%.  Currently there are 25 such 

systems. Clearly the trend has moved 
lower in the past 10 years.  

While the investment return assumption 
gets all the press, the salary increase 
assumption also makes a significant con-
tribution to a plan’s liabilities.  We believe 
that the current PERAC standard salary 
increase assumptions are conservative.  
Over the longer term, the investment 
return and salary increase assumptions 
should move together primarily because 
both have an inflation component.  You 
may recall that 15-20 years ago, PERAC 
required that the spread between these 
two assumptions be no more than 2.0%.  
It is important to note that the impact 
of a reduction in the investment return 
assumption may be partially (or fully) 
offset by a reduction in the salary increase 
assumption.

The example below illustrates this point.  
Notice how the actuarial liability increas-
es as the investment return assumption 
decreases. Likewise, the actuarial liabil-
ity decreases as the salary assumption 
decreases.  In this example, the actuarial 
liability in the first and fourth columns is 
comparable and essentially offset.  (Note 
that this example does not consider the 
impact on the employer normal cost which 
would likely decrease with the change in 
assumptions in this example.)  

The current salary increase assumptions 
are based on job group and service.  The 
rates of increase are the highest in the 

earliest years of employment and grade 
down to an ultimate rate (for example, 
4.75% for Group 1 members in local sys-
tems).  Again, since we have not yet 
adjusted our salary assumption to the 
experience of the past 3 to 5 years, we 
feel our recent actuarial valuations have 
produced conservative results.  We are 
currently performing an Experience Study 
for the State Retirement System and the 
Teachers’ Retirement System and as part 
of that study will determine a revised sal-
ary assumption.  Unfortunately, because 
salary increases over the past 6 years have 
been generally low, the actual experience 
in these years does not help much in 
selecting a long term assumption.  

Our plan is to select an assumption for 
the next several years (to be used for 
all employees) which reflects the current 
environment, then return to the graded 
service methodology with a slight reduc-
tion to the current levels of increase. 
We will then use a similar approach to 
develop a revised assumption for local 
systems.  As part of this adjustment, we 
will consider a reduction in our standard 
investment return assumption.

The actuarial assumptions are designed 
as a package.  Focusing solely on the 
investment return assumption misses the 
point.  Other assumptions (namely the 
salary increase assumption) also make a 
significant contribution in determining 
plan liabilities.

We have included three articles in this newsletter relating to actuarial issues we are frequently asked to discuss.  The material in 
these articles was included in presentations made in 2012. Our Actuarial Valuation Basics and Funding Strategies presentation 
included a section regarding the investment return and salary increase assumptions.  Our Emerging Issues Forum presentation, 
Pension Reform and Plan Design in Massachusetts Public Plans included a discussion of how much an employee contributes to his/
her own benefit and the impact of Chapter 176 of the Acts of 2011.  Both of these presentations can be found on our website. These 
articles describe what the slides from those presentations outlined.
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ACTUARIAL CORNER

By James Lamenzo
Actuary

There are a number of provisions in 
Chapter 176 of the Acts of 2011 that 
affect benefits under Chapter 32.  

This article focuses on the two specific 
provisions that have the most impact on 
members’ benefits and plan liabilities.  
Note that these changes are effective for 
new employees hired after April 1, 2012.  
Therefore it will take many years to real-
ize the full impact on plan liabilities due 
to these changes.  For our estimates 
of the long term impact, we compared 
the cost of the current program to the 
revisions under Chapter 176 as if these 
provisions had always been in place.

Our analysis focuses on two specific 
provisions.  First, the average annual 
compensation used in the benefit for-
mula increased from 3 years to 5 years.  
The second item is the change in the 
“age” factors and it reflects both a 2-year 
increase in the normal retirement age as 
well as an increase in the early retirement 
reduction (reduced age factors).

Average Annual Compensation
We’ll start with the change in the average 
annual compensation as it is the easier of 
the two changes to value. Let’s look at an 
example. Assume a member’s pay increases 
4% per year. The chart to the right shows 
the member’s last five years of pay prior to 
retirement.

The 3-year and 5-year average annual 
compensation figures are determined to 
the right of the pay.  Notice that the 
3-year average is 3.9% greater than the 
5-year average ($56,270 / $54,162 = 
1.039).  This makes sense as the differ-

ence should be about 4% (the 3-year 
average is close to the pay in Year 4 and 
the 5-year average is close to the pay in 
Year 3).  We refer to the 3.9% difference 
as being determined on a benefits basis.  
That is, in this example, the benefit under 
the new provision is 3.9% less than the 
prior benefit.

Alternatively, we looked at the results on 
a cost basis by running an actuarial valu-
ation and using our standard assump-
tions which vary by job group.  The cost 
basis measures all plan liabilities, not 
just those for retirement benefits.  The 
cost basis includes retirement, death, dis-
ability, and withdrawal liabilities based 
on expected probabilities of these events 
occurring at each age for a member. 
We found the Present Value of Benefits 
decreased by 3.8% using our standard 
assumptions.   (We used Present Value of 
Benefits because it is the building block 
for developing the Actuarial Liability and 
the Normal Cost in actuarial valuations.  
See the June 6, 2012 Actuarial Valuation 
Basics and Funding Strategies presenta-
tion on our website for illustration.)  Our 
result is consistent with the results on 
the benefits basis.  We used a range of 
3.5% - 4.0% as the likely cost reduction 
of this provision.

Age Factors
The impact of the 
change in the age 
factors is a bit more 
complicated to assess.  
A comparison of the 
Group 1 age factors 
for members hired 
prior to April 2, 2012 
and those hired on 
or after that date is 

shown below left.

Clearly, members retiring at age 60 are 
more significantly impacted than those 
retiring at age 65 or greater.  At age 60, 
the benefit reduction is 27.5% (100% - 
72.5%).  This reduction will exceed 30% 
when the reduction due to the change in 
average compensation is also taken into 
account.

We previously indicated there were really 
two changes being made to the factors.  
We found that it was easier to estimate 
and describe the cost impact of these 
changes by reviewing them indepen-
dently. The first component is increasing 
the normal retirement age by 2 years.  
The table below shows a comparison 
of the prior factors to the “adjusted’ 
factors for Group 1 members.  We put 
the word “adjusted” in quotes because 
the “adjusted” column is not a published 
table but merely the first step before we 
modify the age factors further for early 
retirement.  The “adjusted” column fac-
tors decrease .1% per year, the same as 
the prior factors.

The first thing to note is that there is no 
reduction in benefit for retirement at age 
67 or later.  There is a 4% reduction at 

IMPACT OF CHAPTER 176 OF THE ACTS OF 2011
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By Michael DeVito
Director of Strategic Planning, 
Management and Public Affairs

The Special Commission to Study 
Retiree Healthcare and Other 
Non-Pension Benefits (OPEB) filed 

its Final Report with the legislature on 
January 11, 2011. Its recommendations 
were announced in a press Conference 
in the Governor’s Council Chamber with 
Governor Deval Patrick and Commission 
members among others in attendance. 

The Special Commission was led by 
Co-Chairs Henry Dormitzer, President 

of Free Flow Power Corporation and 
Anne Wass, former President of the 
Massachusetts Teachers Association. Its 
other members were: 

Then Assistant Senate Majority Leader 
Jack Hart; 
Senator Michael Knapik;
Representative John Scibak; 
Representative Jay Barrows; 
Gregory Mennis, Assistant Secretary of 
Administration and Finance and PERAC 
Commissioner; 
Al Gordon, representing State Treasurer 
Steven Grossman; 
Dolores Mitchell, GIC Executive Director;

Shawn Duhamel, Mass Retirees’ 
Association; 
Andrew Powell of AFT Massachusetts, 
representing the Massachusetts AFL-
CIO; and, 
Daniel Morgado, Shrewsbury Town 
Manager, representing the Massachusetts 
Municipal Association (MMA).

GASB – the Governmental Accounting 
Standards Board - had provided for 
public disclosure of OPEB liabilities 
by governmental entities beginning in 
2008. This GASB action prompted con-
siderable analysis and evaluation of the 
enormous unfunded liability of public 

OPEB COMMISSION ISSUES FINAL REPORT
Recommendations seek 30-year savings of $15-20B 

age 66.  The reduction from age 60-65 is 
between 8% - 10%.  Therefore, the range 
on a benefits basis is 0% - 10% and it is 
fairly consistent (other than at age 66).
On the actuarial cost basis we estimated 
the reduction to be 4% - 5%.  This seems 
reasonable based on the 0% - 10% range 
described in the prior paragraph.  Again, 
the cost basis takes into account not only 
retirement, but also other benefits under 
the plan.

The second component is the new age 
factors.  As indicated above under the 
“adjusted” column, the current reduction 
is .1% per year (2.5% at age 67, 2.4% 
at age 66, 2.3% at age 65, etc.).  This 
translates to a 4% annual reduction (2.4 
/ 2.5= 96%).  The actual revised factors 
decrease by .15% each year (2.5% at 
age 67, 2.35% at age 66, 2.2% at age 65, 
etc.).  This represents a 6% annual reduc-

tion (2.35 / 2.5 = 94%).  Therefore, the 
revised factors represent a 2% reduction 
(96% - 94%) on a benefits basis in the 
first year of reduction.  This reduction 
increases by 2% each year.  Therefore at 
age 62, the additional benefit reduction 
from the current plan is 10% (2.0 /2.5 
= 80% less 1.75 / 2.5 = 70%).  At age 
60, this benefit reduction is 14%.  Once 
again, the age at retirement is critical 
in determining the level of reduction in 
benefits.  The earlier a member retires, 
the greater is the impact.

On an actuarial cost basis we found that, 
overall, the reduced age factors generate 
a 4% - 5% cost reduction.  (Note that 
this decrease matches the reduction for 
increasing the normal retirement age by 
2 years as outlined above, and is purely 
coincidental.)    

Overall Impact
When we combine the two components 
of the new age factors, we estimate 
the overall cost reduction at 8% - 10%.  
Including the change in average com-
pensation with the age factors, we expect 
the total cost decrease compared to the 
current plan to be 11% - 14%.

In addition, Chapter 176 changes retire-
ment eligibility (for example, Group 1 
eligibility changes from age 55 with 10 
years of service to age 60 with 10 years of 
service and there is no longer eligibility 
at any age with 20 years of service).  We 
did not attempt to adjust our current 
retirement rates in estimating plan costs 
since we have no basis for selecting a 
revised assumption at this time.  Over 
time, our estimate may change as we get 
a better sense of how the new provisions 
will affect retirement rates.  

ACTUARIAL CORNER
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By James Lamenzo
Actuary

We are often asked about the 
employee/employer share of 
the retirement benefit pro-

vided under Chapter 32 and whether an 
employee pays for the entire cost of his/
her benefit.  What we are really asking 
is whether an employee’s contributions 
accumulated with expected investment 
earnings over the working career are suf-
ficient to pay the calculated retirement 
benefit for the remainder of that retiree’s 
lifetime. Or stated another way, is the 
accumulated value of an employee’s con-
tributions at retirement age greater than 
the present value of the future retirement 
payments? To reiterate our position, here 
is my general rule of thumb.

If an employee is in Group 1 

AND Is hired after 7/1/96 (con-

tributing at 9% plus 2% in excess 

of $30,000) 

AND Has a long career (over 

20 years) 

AND Retires under superan-

nuation (not disability) 

AND The plan’s investment 

return assumption is met, 

Then The employee is paying 

most, if not all, of the benefit.

An employee’s share of the benefit can 
vary by age, service, age at hire, age at 
retirement, and pay among other things.  
But it is clear that if all of the above 
criteria are met, many of these employ-
ees are paying more than 100% of the 
benefit.  Please see my presentation at 
the 2012 Emerging Issues Forum titled 
Pension Reform and Plan Design in 
Massachusetts Public Plans for examples 
under various scenarios.  The presenta-
tion is available on our website.  Note 
that the examples consider only cases for 
Group 1 employees and that the benefits 
do not reflect the Chapter 176 reductions.  
Therefore, a Group 1 member hired after 
April 1, 2012 who meets the above cri-
teria will likely contribute over 100% of 
his/her benefit.

EMPLOYEE’S SHARE OF BENEFIT
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employers around the nation, includ-
ing in Massachusetts. In response, the 
Massachusetts legislature created the 
Special OPEB Commission in Section 58 
of Chapter 176 of the Acts of 2011, the 
major pension reform act of that year. 

The legislation stated that the 
Commission was established to:

• Consider the range of benefits that 
are or should be provided as well as the 
current and anticipated future cost of 
providing them;

• Consider and may make recommenda-
tions on how best to divide the costs 
between the commonwealth and employ-
ees;

• Study the operation and structure of 
the Group Insurance Commission or any 
other aspects of employee healthcare the 
commission deems appropriate; and,

• Upon appropriation of sufficient funds, 
engage professional advisors as needed 
to accomplish its purposes.

The Commission began meeting in April 
of 2012 and over nine meetings emerged 
with a comprehensive slate of recom-
mendations to reform health care for 
Massachusetts public employees. 

From the report:
Some relevant statistics

Massachusetts OPEB unfunded 
liability is approximately $46B – for 
state and locals combined:
-Commonwealth: $16.7B, as of 1/1/12 
(pension unfunded liability as of 
1/1/12 is $23.6B)
-Municipalities: $30B 
(pension unfunded liability approxi-
mately $14.5B)

If this liability were funded, the 
Commonwealth’s Annual Required 
Contribution or ARC would be about 
$1.3b and the state’s 50 largest 
municipalities’ ARC would be about 
$1.2B. There are roughly 75,000 
commonwealth retirees, spouses 
and survivors receiving GIC covered 
health care and there are an estimat-
ed 150,000 municipal retirees. As of 
1/12, the annual cost of retiree health 
care for former state employees 

under 65 was $10,620. The annual 
cost of retiree health care for former 
state employees over 65 (Medicare 
eligible) was $ 4,780.

The OPEB Commission identified 
4 major Principles for its delibera-
tion:

Cost-Containment - Commitment to 
Intergenerational Equity – do not shift 
costs to future employees/retirees but 
honor commitments to current

Competitive Compensation packages – 
including health care

Prudent allocation of Taxpayer Dollars - 
Vis-à-vis other priorities

Alignment with federal and state changes 
to health care, etc.

If the recommendations are implement-
ed, the anticipated Savings are as follows:

Total Savings Estimates:            $15-20B
Commonwealth over 30 years:    $6-8B 
Municipalities over 30 years:       $9-12B

All Commissioners except Commissioner 
Daniel Morgado representing the MMA 
(who voted against) voted in favor of the 
recommendations.

The Commission’s Final Report and rec-
ommendations can be accessed through 
the following web address:

http://www.mass.gov/anf/docs/anf/opeb-
commission/opeb-commission-final-report.pdf

The Governor’s Press Release, 
“GOVERNOR PATRICK ANNOUNCES 
PLANS TO FILE LEGISLATION 
TO REFORM RETIREE HEALTH 
INSURANCE BENEFITS” can be 
accessed at the following web address:  

http://www.mass.gov/governor/pressoffice/
pressreleases/2013/0111-retiree-health-insur-
ance.html 

Two places in which PERAC 
appears in the report are:

1. Monitoring the budgetary cost 
of retiree health care:

A 3-part roadmap would consist 
of:

1. Periodic analysis of metrics to assess 
the cost of retiree health care benefits 
and to establish the sustainable level 
of public sector revenue available to 
pay for government services;

2. An alarm if the level of spending 
for retiree health benefits is grow-
ing faster than sustainable rates of 
growth; and,

3. A sustainability response if the 
alarm is triggered, to provide govern-
mental officials and legislators with 
the information required to consider 
solutions to the fiscal challenges that 
levels of spending growth above the 
sustainable rate may present.

PERAC would be involved in pro-
viding actuarial and administrative 
guidance as needed, in addition to 
collecting the OPEB liability reports 
from municipal governments – which 
PERAC now implements under 
Section 57 of Chapter 68 of the Acts 
of 2011 – the FY’12 Budget.

2. OPEB metrics would be col-
lected by DOR’s Division of Local 
Services based on information 
requirements defined by PERAC 
and Administration and Finance 
using reasonably consistent 
assumptions across government 
entities to the extent practicable.

UPDATE: OPEB Legislation Filed!

On February 12, 2013 Governor Deval 
Patrick filed legislation, H. 59 to imple-
ment the recommendations of the 
Special Commission. This legislation has 
been assigned to the Joint Committee on 
Public Service. 

HOUSE . . . . . . . . . . . . . . . No. 59 
Message from His Excellency the 
Governor recommending legislation 
relative to providing retiree healthcare 
benefits reform. Public Service. February 
12, 2013. 

This bill can be accessed at the following 
web address:

http://www.mass.gov/legis/journal/desk-
top/2013/H59.pdf 

OPEB COMMISSION ISSUES FINAL REPORT
Recommendations seek 30-year savings of $15-20B 
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By Frank Valeri
Deputy Director

For the second consecutive year, 
PERAC’S training format for the 
Massachusetts retirement boards’ 

annual filing of a “sworn statement of 
the financial condition of such system”, 
included additional topics geared for 
Board members attending for mandatory 
continuing educational credits.

In addition to the summation on how to 
prepare the 2012 Annual Statement, pro-
vided by PERAC’s Deputy Chief Auditor 
Jim Tivnan, this year’s seminar included 
a review of upcoming Audit program 
revisions. This review included a presen-
tation by Mr. Tivnan on, “Improving Your 
Retirement System’s Internal Controls” 
that emphasized emerging trends in 
risk management and staff oversight for 
retirement board members. It included a 

discussion on best practices in the wake 
of audit trends and fraud discovery.  

In an effort to provide even more relevant 
issues pertaining to the Trustees, Chief 
Auditor Harry Chadwick presented, “The 
Components of a PERAC Audit Report”.  
Intended to help Trustees better under-
stand a PERAC Audit Report, he detailed 
the financial, demographic and actuarial 
information found in all PERAC Audit 
Reports.

Materials were distributed to attendees 
on these topics and are now available on 
the PERAC web page.

In addition 34 attendees represented 
15 Boards at the February 7th West 
Springfield training session, PERAC 
audit staff conducted two other training 
sessions, one held at PERAC’s Somerville 
office on January 30th that drew 26 

attendees from 15 Retirement Boards 
and one at the Taunton Library on 
February 5th, with 12 trustees, represent-
ing 8 Boards. 

Also consistent with last year’ Annual 
Statement format, the Audit staff will 
again be making a concerted effort to be 
available to work with retirement board 
staff. One auditor will be assigned to 
work with respective boards to provide 
technical assistance. Also, concurrent 
with the direct audit staff assistance, 
the 2012 Annual Statement process will 
include an email “Help Desk” address 
which will be utilized to respond to ongo-
ing questions that arise throughout this 
process. This email address is:

AnnualStatement@per.state.ma.us

 And please note: Annual Statements 
 are due on Wednesday, May 1st!
  

ANNUAL STATEMENT TRAININGS KICK OFF 2013 CONTINUING EDUCATION SESSIONS
PERAC Audit Program Revisions and Understanding a PERAC audit presented FOR CREDIT

CHAIRS OF THE JOINT COMMITTEE ON PUBLIC SERVICE NAMED
Appointments to key pension committee announced (Continued from Page 1)

is a graduate of Harvard College and 
Harvard Law School. Representative 
Michlewitz of the North End of Boston 
was first elected to the House in 2009. 
He is a graduate of Thayer Academy and 
Northeastern University.

PERAC’s Executive Director Joseph E. 
Connarton congratulated the Chairs on 
their appointments:

On behalf of PERAC’s Chairman, 
the Honorable Domenic J.F. 
Russo, his fellow Commissioners, 
our legislative director Michael 

DeVito and our entire staff I 
would like to congratulate Senator 
Brownsberger on his reap-
pointment and Representative 
Michlewitz on his appointment as 
Chairs of the Joint Committee on 
Public Service. One of the key roles 
of our agency is to provide techni-
cal assistance to the Committee as 
it reviews and analyzes legislation 
impacting the Massachusetts pen-
sion system. We have enjoyed a 
solid working relationship with 
Senator Brownsberger both while 
he was a member of the Committee 

and since he assumed the 
Chairmanship. We look forward 
to a continued close working rela-
tionship with him in the future.  In 
addition, we welcome Chairman 
Michlewitz as he assumes the 
Chairmanship and similarly look 
forward to working with him and 
his staff as we confront the pen-
sion challenges of the future. We 
at PERAC will do our utmost to be 
supportive to both Chairs and the 
Committee this session. 

PERAC FILES ITS LEGISLATIVE AGENDA FOR 2013-2014 (Continued from Page 1)

misreported to the commonwealth, or 
any political subdivision, district or 
authority of the commonwealth, as 
determined by the commission.”

This bill further clarifies PERAC’s abil-
ity to conduct hearings and investiga-
tions related to Chapter 32, Section 
15(7) and to provide guidance related 
to said matters.

H. 16: AN ACT AUTHORIZING THE 
PUBLIC EMPLOYEE RETIREMENT 
ADMINISTRATION COMMISSION 
TO PERFORM TRIENNIAL AUDITS 
OF CERTAIN OPEB TRUST FUNDS 

This bill provides express author-
ity to the Public Employee Retirement 
Administration Commission to con-

duct audits of methods of account-
ing and record keeping of Other 
Postemployment Benefit Trusts every 
three years, as otherwise required by 
general or special law. 

These bills can be accessed on the 
General Court website at:

http://www.malegislature.gov
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By Derek M. Moitoso
Compliance Counsel

Statement of Financial Interests
The Statement of Financial 
Interests Form for calendar year 

2012 will be mailed out to all retirement 
board members shortly.  Such completed 
forms are due to PERAC on or before 
May 1, 2013 pursuant to Chapter 32, § 
20C.  PERAC has taken into account all 
concerns expressed with the 2011 form in 
amending the instructions and the 2012 
form itself to make the filing process 
more user friendly for retirement board 
members while remaining within the 
parameters of the statute.  

One change PERAC has made this fil-
ing year is to allow retirement board 
members who file the Statement of 
Financial Interests Form with the State 
Ethics Commission pursuant to G.L. c. 
268B to file an abbreviated form with 
PERAC to streamline the process for 
these members.  

PERAC would like to thank all the trust-
ees for their outstanding cooperation in 
completing last year’s form.  PERAC’s 
compliance rate for filing last year was 
over 99%.  PERAC anticipates that with 
board members’ continued commitment 
to filing and the changes to the forms, 

that this year the process will be even 
smoother than last year.

Continuing Education
The Statement of Completion of 
Retirement Board Member Training has 
recently been mailed to all retirement 
board members pursuant to G.L. c. 32, § 
20.  As you are likely aware, each retire-
ment board member must undergo 18 
hours of training during his/her term; 
with a minimum of 3 hours per year and 
9 hours being the maximum credited for 
any given year.  PERAC would like to 
take the opportunity to thank all board 
members for their diligence in comply-
ing with this legislative mandate.  As of 
March 1, 2013, over 96% of retirement 
board members are in compliance with 
their educational requirements.  

PERAC realizes the difficulty retirement 
board members have in scheduling edu-
cational sessions to meet their training 
requirements and has tried to address 
such concerns by providing additional 
educational opportunities for retire-
ment board members for 2013.  Our 
quarterly educational memoranda now 
set forth more online training courses 
for retirement members to complete at 
their leisure.  PERAC has also tried to 
schedule educational sessions across the 
state to provide more local access to such 

classes and has tried to diversify courses 
by offering credit for relevant sessions 
hosted by the Office of the Attorney 
General, the Office of Inspector General, 
the Ethics Commission, NCPERS and 
NCTR.  

PERAC is also happy to announce that 
credit will be offered for the annual Spring 
MACRS Conference to be held June 3-6, 
2013.  PERAC will also offer credit for 
the MACRS Comprehensive Program 
for Retirement Board Members to be 
held on June 1-2, 2013.  Information on 
the number of credits for these MACRS 
sponsored events will be posted soon on 
the PERAC website.  

Annual Vendor Disclosures
Finally, please note that the annual ven-
dor disclosures were due to PERAC on 
January 1, 2013 pursuant to G.L. c. 32, 
§ 23B.  PERAC will be following up with 
retirement boards and vendors who have 
not completed and returned the pertinent 
disclosure forms to PERAC.  These forms 
are easily accessed from the PERAC web-
site.  Retirement boards should notify 
their vendors to file two copies of each 
form, one with PERAC, and one with 
the retirement board, both copies having 
original signatures. Thank you for your 
cooperation in this endeavor. 

2012 STATEMENT OF FINANCIAL INTERESTS, 
EDUCATIONAL OPPORTUNITIES, & VENDOR DISCLOSURES

By Frank Valeri
Deputy Director

This year the number of disabled retir-
ees that will have to file the Annual 
Statements of Earned Income 

for 2012 will be reduced by close to 14%. 
Thanks to a provision recommended by 
PERAC Commissioners and approved by 
the legislature and Governor Deval Patrick in 
Chapter 176 of the Acts of 2011 pension 
reform, many senior and other disabled 
retirees will be relieved from filing the 
Statement and federal tax information with 
the Commission.

PERAC, however, did mail over 13,000 
Annual Statements of Earned Income for 
2012 to the remaining disabled retirees. 
The filing deadline this year for submission 
to PERAC will be Monday, April 15, 2013.

Waiver eligibility was established by the 
new law for those retirees who have 
been retired for 20 years and have not 
reported earnings for the past 10 years. 
These retirees were required to sign an 
affidavit and return it to PERAC, certify-
ing they will notify PERAC of any future 
earnings.

Going forward, PERAC will determine 
eligibility for such a waiver by identifying 
qualified retirees each year and sending 
an affidavit to the retiree for signature. 
Upon receiving the signed affidavit, the 
retiree will be added to the list of retirees 
approved for a waiver and is relieved 
from filing future statements. These 
approved retirees will also be required 
to notify PERAC of any future earnings.

Executive Director Joseph E. Connarton 
reflects upon this change in the pen-
sion reform bill as a good example of 
balanced reform, “While many of the 
changes made in pension reform were 
in the form of plan benefit reductions to 
address the unfunded liability concerns, 
this change provided some welcomed 
relief to our retirees who were subjected 
to what many felt to be an unnecessary  
and overbearing requirement over the 
past several decades”. Disabled retirees 
in Massachusetts have been required to 
file annual statement of earned income 
since 1958.

PERAC intends to identify newly quali-
fied retirees for the waiver grant in the 
2013 Annual Statement filings later this 
year upon completion of the 2012 filings.

91A ANNUAL STATEMENTS OF EARNED INCOME MAILED TO MOST DISABLED RETIREES
Waiver Approvals Reduce Mandatory Filings by 14%
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By Michael DeVito
Director of Strategic Planning, 
Management and Public Affairs

Sarah Kelly, longtime PERAC Director 
of Communications and Education has 
retired. Ms. Kelly worked at the Public 
Employee Retirement Administration 
(PERA) and then at PERAC since 1985. 
Ms. Kelly had over 34 years of state 
government service. During her tenure 
at PERAC, Ms. Kelly assembled a strong 
professional support staff that provide 
top-notch communications and publica-
tions support to all of PERAC’s adminis-
trative units.

Under Ms. Kelly’s leadership, PERAC 
developed an impressive cost-effective 
in-house publication capability.  Many 

of PERAC’s professional quality publica-
tions were developed and printed under 
her leadership using in-house capabili-
ties rather than more costly contracting 
with outside sources. PERAC’s retire-
ment guides, conference materials and 
many additional publications - includ-
ing those provided to members of the 
Massachusetts legislature - were written, 
edited, and published internally in a 
highly professional manner. 

Ms. Kelly also led PERAC into the elec-
tronic age. She oversaw the develop-
ment and more importantly the constant 
updates of PERAC’s well-accessed web-
site. On this website are available a myriad 
of publications, agency pronouncements 
ranging from actuarial valuations, retire-
ment board audits, to copies of all of 
PERAC’s retirement guides, PERAC’S 
Annual Report, disability forms, pro-
cesses, and all PERAC memorandums 
issued to retirement boards back to the 
inception of the agency in 1997. 

In addition, her innovation took PERAC 
into the realm of publications developed 
almost exclusively for electronic publica-
tion. These include this publication – the 
PERAC Pension News, which has been 
published electronically since 2004 – and 

its sister publication, the electronic news 
release, the PERAC Pension Newsflash.
Most importantly Sarah’s leadership, 
plan design, etc. in overseeing, plan-
ning PERAC’s Annual Emerging Issues 
Forum, PERAC’s Educational Institute at 
UMass Amherst and various educational 
forums. 

Executive Director Joseph E. 
Connarton saluted Ms. Kelly 
upon her retirement:

Sarah Kelly was a productive, innova-
tive and tremendously influential staff 
person at PERAC. From her innova-
tive approaches to printing PERAC’s 
many important materials for retire-
ment boards, to her expert assemblage 
of our website to her oversight of the 
design of the Pension News to her cre-
ative insights in the design of all of our 
other publications, Sarah Kelly brought 
great professionalism to virtually every 
aspect of the agency’s communications. 
I know that the Commission members, 
Sarah’s supervisor Deputy Executive 
Director Joseph Martin and all of her 
former colleagues join me in wishing 
Sarah well on her retirement. She will 
be sorely missed.

By Michael DeVito
Director of Strategic Planning, 
Management and Public Affairs

Barbara Lagorio, formerly Director of 
PERAC’s Disability Unit has retired. Ms. 
Lagorio worked for 28 years in state 
government including as Director of 
PERAC’s Disability Unit. Prior to that 
service she served as Director of the 
Workers’ Compensation Unit at PERAC’s 
predecessor agency - the Public Employee 
Retirement Administration (PERA). 
PERAC is responsible statutorily for over-
seeing the disability program for all 105 

pension systems in Massachusetts with 
over 15,000 disability pension recipients. 
This responsibility includes oversight of 
the three-physician medical panels that 
provide evaluations of disability appli-
cants. During Ms. Lagorio’s tenure, the 
Disability Unit evolved into one of the 
most effective and well-managed dis-
ability programs in the nation. 

Ms. Lagorio also worked closely with 
Sarah Kelly and Paul Laliberte in the 
design and development of PERAC’s 
sophisticated computerized Disability 
Application tracking system - which 
tracks the disability applicant medi-
cal panel determination process, the 
Comprehensive Medical Evaluation pro-
cess and the agency’s Return to Service 
program.

Ms. Lagorio implemented and provided 
training to the retirement boards on the 
Massachusetts disability process. She was 
also very instrumental in the recruitment 
of physicians and specialists throughout 

Massachusetts to consistently widen the 
pools of speciality panels.
 
Executive Director Joseph E. 
Connarton complimented 
Ms. Lagorio upon her retirement:

Barbara Lagorio was a star contributor 
to PERA and PERAC for many years. 
Her contributions to the agency and its 
successful ability to oversee the medical 
panel process for thousands of disabil-
ity applicants around the state among 
other achievements were enormous. 
She was a valued colleague and col-
laborator for many years with me and 
her other co-workers at the agency. 
Barbara will be greatly missed by the 
entire PERAC community. I know the 
Commission members, her supervisor 
Deputy Director Frank Valeri and the 
entire staff join me in wishing her well 
as she now enjoys a well-earned retire-
ment.

BARBARA LAGORIO RETIRES FROM PERAC

SARAH KELLY RETIRES FROM PERAC
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