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Executive Director Joseph E. 
Connarton led a PERAC team 
that helped kick off the 2013-

2014 public legislative agenda for the 
Joint Committee on Public Service. The 
Committee, Chaired by Senator William 
N. Brownsberger and Representative 
Aaron M. Michlewitz conducted its first 
hearing on Tuesday, May 14, 2013 and 
PERAC was invited by the Chairs to 
provide a presentation to the Committee 
prior to the commencement of the hear-
ing.

PERAC’s primary speaker was Executive 
Director Connarton who thanked 
the Committee for the opportunity to 
participate in its first hearing. He then 
briefed the Committee members on the 
Commission’s structure and membership 
and the overall functions of the agency. 
He specifically outlined PERAC’s pivotal 
oversight responsibility in Massachusetts 
in the area of disability retirement for 
every public retirement system in the 

State. In addition, he pointed out the 
statutorily mandated function of con-
ducting triennial audits of all of the 
Commonwealth’s 105 retirement sys-
tems. 

In the course of these remarks, Mr. 
Connarton cited the effectiveness of this 
audit function as evidenced in one retire-
ment board audit recently in the news. 
In an audit of the Maynard Retirement 
Board, PERAC auditors uncovered unau-
thorized withdrawl of funds (see page 
four) that extracted more than $739,000 
from the assets of the system’s members. 
The audit led to an indictment by the 
Middlesex County District Attorney and 
an ultimate conviction.

Mr. James Lamenzo, PERAC’s Actuary, 
was introduced by Mr. Connarton 
and provided a brief glimpse into 
PERAC’s actuarial function. He noted 
the 1/1/13 actuarial valuation for the 
State Retirement System is almost 

completed. Later this year, the valua-
tion for the Massachusetts Teachers’ 
Retirement System will be completed.  
These two valuations primarily make up 
the  Commonwealth valuation which also 
includes Boston teachers and local COLA 
reimbursements from 1982-1996. 

He discussed the Commonwealth’s 
unfunded liability of $23.6 billion on 
1/1/12 and that it is expected to increase 
as of 1/1/13 primarily due to the final 
recognition of the 2008 investment loss. 
He noted the investment return assump-
tion for the Commonwealth would be 8% 
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Note from Executive Director Joseph E. Connarton Regarding First Responders to the Marathon Tragedy

On behalf of the Commission 
and the entire PERAC staff 
I want to express our grati-

tude to the first responders of the 
tragic  events surrounding the 2013 
Boston Marathon and to those who 
later helped safeguard our community 
from those who sought to do us harm. 

From the gallant members of our pub-
lic safety community who at the scene 
directed the rescue efforts and protected 

the citizens;

To the brave bystanders who fearlessly 
lent a hand without regard for their own 
safety; 

To the dedicated runners who continued 
their race to nearby hospitals to lend 
their sweat and then their blood to the 
rescue effort; and,

We also thank those in law enforcement 

who rallied to remove the danger from 
our midst in a remarkably short time-
frame.  

To all of you, we 
offer our thanks. You 
are all heroes with 
whom we are proud 
to be Boston Strong 
and to whom we 
owe a lasting debt of 
heartfelt gratitude. 
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for the upcoming 1/1/13 valua-
tion. Mr. Lamenzo also related 
that he was in the process of 
completing a 6-year experience 
study that would assist him in 
determining the assumptions 
used in the agency’s future 
actuarial valuations. He indi-
cated that the salary assump-
tion would decrease and would 
at least partially mitigate the 
impact of the change in the 
investment return assumption.

Michael DeVito, PERAC’s Director of 
Strategic Planning, Management and 
Public Affairs, was the last speaker on 
PERAC’s Panel. Both Mr. Connarton 
and Mr. Lamenzo had referenced 
aspects of the landmark pension 
reform statute, Chapter 176 of the Acts 
of 2011. Mr. DeVito commented briefly 
on another aspect of that Act – the 
significant retirement board gover-
nance upgrades proposed by PERAC 
and supported by three well-respected 
statewide organizations: 

• MACRS (the Massachusetts   
  Association  of  Contributory  
  Retirement Systems);

• The Massachusetts Retirees  
   Association; and, 

• The Massachusetts Teachers’ 
   Association.

He also stressed that the new gov-
ernance requirements were geared 
toward helping ensure that responsi-
bilities of retirement board members 
are carried out in a transparent, open 
and appropriate manner.

Mr. DeVito cited four major gover-
nance enhancements in the Act:

First, Institution of annual manda-
tory filing of Statements of Financial 
Interest (SFI’s) by retirement board 
members; 

Second, new statutory procurement 
requirements for retirement boards in 
four key service areas — investment, 
actuarial, accounting and legal;
 
Third, a requirement for mandatory 
continuing education for retirement 
board members; and,
 
Fourth, PERAC’s ability to enforce 
its oversight responsibilities through 
suspension and debarment.

PERAC PRESENTATION TO PUBLIC SERVICE
Provides an Overview to the 2013-2014 Joint Committee (Continued from Page One)

By John Parsons
General Counsel

At the Commission meeting on April 
23, 2013 the Commission voted to 
amend its regulations in order to 

comply with the federal Heroes Earnings 
Assistance Relief Tax Act (HEART Act) 
and the retirement system’s compliance 
with the IRS Code (840 CMR 3.07 and 
3.10). The HEART Act provides for cer-
tain retirement benefits to members and 
their survivors who are killed or disabled 
while on active military duty.  

The Commission will be holding pub-
lic hearings on these proposals on 
Monday, July 1, 2013 at PERAC, 5 
Middlesex Avenue, Somerville, MA, 3rd 
floor Training Room, from 10:00am – 
1:00pm; and Tuesday, July 16, 2013 
from 10:00 am – 1:00 pm in the Esther 
Howland Chamber, Worcester City Hall, 
455 Main Street, Worcester, MA 01608. 
Written comments may be submitted to 
the Commission at any time during the 
regulatory process up until July 19, 2013.

The Commission also voted at its May 20, 
2013 meeting to amend its regulations 

in 840 CMR 3.08 in order to simplify 
the administration and determination of 
required calculations under section 415 
of the IRS Code. The Commission will 
hold public hearings on these changes 
on July 16, in Worcester and July 29, in 
Somerville. Both meetings will be from 
10:00am – 1:00pm.  Written comments 
may be submitted to the Commission at 
any time during the regulatory process 
up until August 2, 2013.

Copies of the draft regulations may be 
obtained by contacting Susan Childs at 
617-666-4446 ext. 907, or by visiting our 
website, mass.gov/PERAC. 

PERAC SCHEDULES HEARINGS ON US HEROES EARNINGS ASSISTANCE RELIEF TAX ACT
Public Hearings to be Held in July
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By James Lamenzo
Actuary 

Two charts from the January 1, 2013 
actuarial valuation report of the State 
Retirement System (SRS) are pre-

sented on this page.  The bar chart shows 
the unfunded actuarial liability (UAL) for 
the SRS since 1993. The UAL represents the 
actuarial accrued liability less the value of 
plan assets. (When there is no UAL, the sys-
tem is said to be fully funded.) As of January 
1, 2013, the actuarial liability was $29.4 
billion and the actuarial value of plan assets 
was $20.3 billion.  The difference of $9.1 
billion is the UAL, which represents a $1.8 
billion increase from the 2012 valuation. 
This increase reflects the final recognition 
of the 2008 investment loss, and an increase 
of $162 million to reflect revised actuarial 
assumptions including a reduction in the 
investment return assumption to 8.0% 
(from 8.25%). You can find more detail 
on Pages 4 and 5 of the State Retirement 
System Actuarial Valuation Report found 
on our website.
 
It is important to note that plan assets have 
grown much faster than plan liabilities since 
1993.  As of January 1, 1993, the actuarial 
accrued liability was approximately $9.4 
billion and assets were $5.1 billion resulting 
in a $4.3 billion UAL. Since 1993, the actu-
arial liability has grown by about 3.0 times 
while assets have grown by about 4.0 times. 
For this reason, the funded ratio represents 
a better measure of the plan’s funded prog-
ress.  The funded ratio equals the actuarial 
value of plan assets divided by the actuarial 
accrued liability. When the funded ratio 
reaches 100%, a system is fully funded.  The 
funded ratio chart shows the progress made 
by the SRS in the past 20 years. 

The 2008 investment loss significantly 
impacted the UAL and funded ratios for the 
State Retirement System, as it did for all 
systems.  However, despite the 2008 loss, 
the SRS has an average return of approxi-
mately 9.5% per year since 1985.  This 
exceeds the investment return assumption 
of 8.0% effective as of January 1, 2013. If 
you draw a straight line from the 1993 to 
the 2012 funded ratio, the line is moving 
upward to the right.  This demonstrates the 
funding progress that has been made.  Some 
argue that the plan was 94.5% funded on 
January 1, 2000 and has moved backward 
the past decade. I would argue that get-
ting to that level in 2000 was a case of 
getting “too much, too soon.” The system 
earned about 12.6% per year from 1985 
through 2000. Under more normal circum-

stances, the funded ratio 
graph would not have 
increased so steeply in 
the 1990s.  In fact, if the 
actual returns from 1985 
to 2012 were exactly 
9.5% per year, the graph 
would move slowly 
upward to the right and 
most  impartial observ-
ers would agree signifi-
cant funding progress 
had been made.

Please note: The results 
presented on this page 
pertain exclusively to 
the State Retirement 
System. The State 
Retirement System is one 
of the four components 
of the Commonwealth of 
Massachusetts pension 
valuation. The other 
three components are the 
Massachusetts Teachers’ 
Retirement System, 
Boston Teachers, and the 
Cost of Living Allowance 
Reimbursements to 
Local Systems.

2013 STATE VALUATION STUDY
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MEDFORD MAN PLEADS GUILTY 
TO STEALING FROM MAYNARD 
RETIREMENT FUND

WOBURN – A Medford man pleaded 
guilty to charges of larceny for forging 
and cashing checks illegally from the town 
of Maynard’s retirement fund, Middlesex 
District Attorney Marian T. Ryan informed 
the public today.

Timothy McDaid, 46, of Medford pleaded 
guilty in Middlesex Superior Court to 
charges of larceny over $250, uttering a 
false check, and forgery. 

The Commonwealth recommended a sen-
tence of seven to nine years in state prison 
and 10 years probation from and after 
with conditions.  Middlesex Superior Court 
Judge Kathe Tuttman sentenced the defen-
dant to two years in the house of correction, 
suspended for seven years with conditions, 
on the larceny and uttering charges.  On 
the charge of forgery the defendant was 
sentenced to seven years probation with 
the following conditions: home confine-
ment for six months, no employment in the 
financial services/accounting industries, 
random drug screenings and drug treat-
ment, restitution with a minimum payment 
of $200 per month, and undergo individual 
counseling as well as attend alcoholic or 

narcotics anonymous treatment programs.

“This defendant deliberately stole hun-
dreds of thousands of dollars from the 
community in which he was hired to serve,” 
District Attorney Ryan said.  “With this 
plea, the defendant will be forbidden from 
working in the financial industry and pay 
restitution for this significant theft of pub-
lic monies.”

According to authorities, McDaid was an 
administrator for the Maynard Retirement 
System and had access to the retirement 
board’s bank account and checks.  An audit 
by the Massachusetts Public Employee 
Retirement Administration Commission 
(PERAC) uncovered forged checks and 
unauthorized withdrawals from the fund 
allegedly by the defendant and an inves-
tigation was launched.  At that time, the 
defendant was placed on leave.

The investigation revealed that the defen-
dant wrote checks to himself, which he 
signed and cashed at three different banks.  
In total, the defendant cashed 181 checks 
without authorization.  The defendant stole 
more than $739,000 from the retirement 
fund.  The defendant was terminated from 
his position by the Maynard Retirement 
Board.

A warrant was issued and the defendant 
was arrested June 11, 2012 in Medford. 
The defendant was arraigned on June 12, 
2012 in Concord District Court where he 
was held on $500,000 cash bail.  He 
was indicted by a Middlesex Grand Jury 
on September 11, 2012 and arraigned 
September 18, 2012 in Middlesex Superior 
Court, where he continued to be held on 
$500,000 cash bail.

The case was investigated by the Middlesex 
District Attorney’s Office PACT Unit, the 
Maynard Police Department, and PERAC.

PERAC UPDATE: Insurance Payment 
made to the Maynard Retirement 
System

The Hanover Insurance Company has 
settled its obligation pertaining to the 
claim filed by the Maynard Retirement 
System under the conditions of its Fidelity 
Insurance Policy coverage. The settlement 
was for the full amount of the coverage 
under the terms of the policy. The settle-
ment reflects a full investigation conducted 
by outside experts into the legal, auditing 
and fiduciary conditions existing at the 
Maynard Retirement System during the 
term of the policy.  

By Mona Mandal                                                                                                                                          
ECM Specialist

PERAC had a successful initial imple-
mentation of its Electronic Content 
Management System (ECM) in 2010 

which streamlined the data collection pro-
cess for the Disability Unit and the Fraud 
Unit by capturing key data elements and 
storing images of documents. Some key 
benefits of the ECM system have been:         
               
a) PERAC employees are able to answer 
questions from members and retirement 
boards more efficiently with ease of access 
to member information via their comput-
ers;  

b) Better knowledge management as 
PERAC staff can track disability retirees 
with greater ease from year to year; and, 

c) Increased efficiency in overall docu-
ment management with reduced data entry 
errors, workflow automation, reduced 
paper usage (going green) and reducing 
costs associated with filing and photocopy-
ing. 

PERAC upgraded the ECM system for the 
Disability Unit in April 2013 and will follow 
up with the Fraud Unit. There are plans to 
roll out the ECM system to other units such 
as the Compliance, Legal and Investment 
Units to streamline the way PERAC man-
ages its documents. 

PERAC anticipates that further adoption 
of the ECM system across the various units 
will enable the agency to be more proactive 
and efficient in the way we function and 
provide better service to our members and 
the retirement boards.

EXCERPTED FROM THE MIDDLESEX DISTRICT ATTORNEY’S PRESS RELEASE

PERAC UPGRADES ITS ELECTRONIC CONTENT MANAGEMENT SYSTEM
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