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On Tuesday September 10, 2013 the 
Joint Committee on Public Service 
Chaired by Senator William N. 

Brownsberger and Representative Aaron 
M. Michlewitz held a major hearing in 
Gardner Auditorium at the State House. 
Among the numerous bills heard that day 
by the Committee were two bills filed 
by PERAC for the 2013-2014 legislative 
session. PERAC Commissioner James 
Machado and PERAC’s Executive Director 
Joseph E. Connarton testified on behalf of 
PERAC’s legislation at the hearing. 

One PERAC-proposed bill heard was 
H. 15: An Act Authorizing the 
Public Employee Retirement 

Administration Commission to 
Hold Hearings.

G.L. c. 32, §15(7) now states 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 intentionally concealed 
from or intentionally misreported 
to the commonwealth, or any political 
subdivision, district or authority of the 
commonwealth, as determined by the 
commission.” 

The statute further states that, “If a member 
intentionally concealed compensation 
from or intentionally misreported 
compensation to an entity to which 
the member was required to report the 
compensation, even if the reporting was 
not required for purposes of calculating 

the member’s retirement allowance, the 
member’s retirement allowance shall be 
based only upon the regular compensation 
actually reported to that entity or the 
amount reported to the board, whichever 
is lower.”
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PERAC hosted its ninth Emerging 
Issues Forum on September 12, 
2013 at the College of the Holy 

Cross in Worcester, Massachusetts. 
Retirement board members and adminis-
trators, actuaries, attorneys, investment 
experts and locally and nationally elected 
and appointed officials participated. In 
total, over 250 individuals attended the 
event and board members who attended 
earned three hours of educational credit.
 
PERAC Executive Director Joseph 
Connarton gave the opening remarks 
to welcome attendees to the Forum. 
In his remarks he gave a rebuttal to 
the recent publications issued by the 

Pioneer Institute regarding public pen-
sions in Massachusetts. Mr. Connarton 
highlighted the repeated inaccuracies in 
the reporting done in these publications 
including the misrepresentation of how 
stipends are paid to board members and 
their reporting on the staffing levels at 
the various retirement boards. 

Mr. Connarton noted that he wel-
comes a healthy debate on the issues 
but stressed that these debates must 
be based on facts and not assump-
tions. The Institute mentioned the 
issue of “transparency” on more than 
one occasion in their publications.  
In response, Mr. Connarton advised 
that information on any retirement 
system in the Commonwealth can 
easily be obtained either through our 

website or by contacting PERAC or any 
retirement board directly. All public 
information regarding the 105 public 
retirement systems in Massachusetts  
is always readily available.

Mr. Connarton commended the attend-
ees to the Forum for all of their work 
in public retirement and stressed that 
the majority of them were doing the 
right thing and performing responsibly 
in the best interest of their members. He 
remarked that PERAC’s constant over-
sight, either through our audits, required 
documentation which boards must sub-
mit on a regular basis or through our 
general regulatory oversight role will 
uncover those rare instances where a 
member or board is found not perform-
ing in their members’ best interest.  
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He concluded his morning remarks with 
a call to action to all of the attendees: 

•	 Enthusiastically engage in this 
debate

•	 Pay attention to the news   
and be prepared to respond   
to erroneous reporting 

•	 Organize your members and  
staff to be proactive

Mr. Connarton advised that the attack 
on the Massachusetts public retirement 
system is only beginning and we expect 
it to continue. He said we should prepare 
ourselves for future reporting of this 
nature and that by being proactive and 
providing your own information to the 
media perhaps we can counteract all the 
negative reporting that continues to gain 
steam. He suggested that boards provide 
the media with examples of their good 
news: investment returns that exceeded 
expectations; a positive PERAC audit 
report; the REAL story on employee con-
tributions. These are just a few examples 
of ideas he suggested boards can present 
to their media contacts. As we have seen 
nationally, the public retirement system 
as we know it is at risk. Now is the time 
to act. 

Mr. Connarton’s opening remarks were 
followed by the first morning session 
which included a discussion of the invest-
ment return assumption dilemma with 
PERAC actuary Jim Lamenzo, Bill 
Woollacott of Hooker & Holcombe, 
Inc. and Rodger Metzger of Hooker 
& Holcombe Investment Advisors. 

Mr. Lamenzo gave an overview of the 
investment return assumption history 
in Massachusetts and how the trend has 
been to lower this assumption over the 
past 10 years.  He discussed how the 
salary increase assumption is impor-
tant as well but often gets overlooked. 
Mr. Woollacott and Mr. Metzger gave 
a joint presentation focusing on the 
future of expected long-term pension 
returns. Their presentation provided a 
comparison between Massachusetts and 
Connecticut public plans by reviewing 
the investment return assumptions 
and funded ratios.  Through a case 
study, they reemphasized that actuarial 
assumptions other than the investment 
return assumption do matter.  Their 
presentation concluded with a look at 
possible investment solutions.

After the morning break there was a 
roundtable discussion on G.L. c. 32, 
§23B with practical tips for application 
and comparison with the Employee 
Retirement Income Security Act 
(ERISA).  The roundtable was moderated 
by PERAC compliance counsel, Derek 
Moitoso. Jeffrey Collins, partner 
at Foley Hoag, LLP and Bill Jewett, 
partner at Ropes & Gray, LLP were the 
featured speakers. They provided attend-
ees with an overview of the new vendor 
disclosure and procurement laws which 
govern mandatory contract provisions 
and the steps boards must take to ensure 
they remain in compliance.  

The keynote speaker was the Honorable 
William “Mo” Cowan. Senator Cowan 
was appointed to the United States Senate 
by Governor Deval Patrick to fill the 
vacancy after John Kerry was appointed 
Secretary of State. Senator Cowan gave 
members a break from all the pension 
and investment focus and discussed his 
view of the current state of United States 
politics and the camaraderie and collabo-
ration that happens behind closed doors. 
He stressed the importance of ending the 
divisiveness that we are all witnessing 
today. His presentation was well received 
and attendees appreciated his frank com-
ments about his time in the Senate.  

Our final speaker of the day was 
Elizabeth Page, District Director of the 
Financial Industry Regulatory Authority 
(FINRA). She provided attendees with 
a detailed overview of FINRA’s role as 
a regulator as well as a history of the 
organization. Created in 1938 under 
federal law FINRA works in partnership 

with and is overseen by the Securities 
and Exchange Commission (SEC). The 
agency is entirely funded by fees paid by 
broker-dealers. 

Ms. Page provided an overview of FINRA’s 
enforcement action nationwide, its regis-
tration and licensing role in the financial 
industry as well as its investor education. 
Ms. Page also went over the FINRA 
website and walked attendees through 
the robust tools available for investor 
education. The FINRA website contains 
tools for investor alerts, information on 
retirement and employer resources, links 
to FINRA publications and a tool PERAC 
currently links to – BrokerCheck. Part of 
FINRA’s educational arm includes the 
Investor Education Foundation which 
conducts research and has a grant pro-
gram for expanding financial literacy. 

This year was the first time we used online 
registration for the Forum and feedback 
has been resoundingly positive. Check in 
was faster with less time waiting in line 
to receive the Forum materials. We will 
continue to use online registration for all 
future training events. We appreciated 
all of the feedback received on the Forum 
and want to thank everyone who attended 
and helped make the event a success!

Keynote Speaker Senator Mo Cowan

Elizabeth Page, FINRA Dist. Director

Rodger Metzger, Hooker & Holcombe 
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By James Lamenzo
Actuary

The Commonwealth Actuarial 
Valuation Report presents the 
results of the actuarial valua-

tion of the pension benefits that are 
the obligation of the Commonwealth of 
Massachusetts. The Report was released 
by PERAC on September 25, 2013. The 
four components of the report are the 
State Employees’ Retirement System, 
the Massachusetts Teachers’ Retirement 
System, Boston Teachers, and the Cost 
of Living Allowance reimbursements 
to local systems. Two charts from 
the January 1, 2013 Commonwealth 
Actuarial Valuation Report are pre-
sented.

The bar chart shows the unfunded 
actuarial liability (UAL) since 1990. The 
UAL represents the actuarial accrued 
liability less the value of plan assets. As 
of January 1, 2013, the actuarial liability 
was $71.9 billion and the actuarial value 
of plan assets was $43.5 billion. 

It is important to note that plan assets have 
grown faster than plan liabilities since 
1990. As of January 1, 1990, the actuarial 
accrued liability was approximately 
$20.0 billion and assets of $7.8 billion 
resulted in a $12.2 billion UAL. Since 
1990, the actuarial liability has grown by 
about 3.6 times while assets have grown 
by about 5.6 times. For this reason, the 
funded ratio represents a better measure 
of the plan’s funded progress. 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 Commonwealth 
in the past 23 years, despite the 2008 
setback. The current funded ratio is 
60.6% - down 4.5% from 2012. The 
increase in the unfunded liability and 
decrease in funded ratio is primarily due 
to the final recognition of the 2008 loss, 
the reduction in the investment return 
assumption from 8.25% to 8.0%, and 
changes in other assumptions based on 
recent experience studies for the State 
and Teachers’ systems.

The 2013 Commonwealth Actuarial 
Valuation Report can be accessed on 
PERAC’s Website at: 
www.mass.gov/perac/
valuation/2013commonwealth.pdf

2013 COMMONWEALTH ACTUARIAL VALUATION REPORT APPROVED BY PERAC
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H. 15 authorizes and directs the Commission 
in such cases to conduct a hearing and 
allocates to the Commission the author-
ity to take evidence, subpoena witnesses, 
administer oaths and examine such parts 
of the books and records of the parties to a 
proceeding as they relate to the questions 
in dispute. The Commission feels that it is 
important that its authority to conduct an  
appropriate process relative to this man-
date be clearly specified in statute to obvi-
ate any misconceptions regarding its role 
and authority to carry out this mandate. 

H. 15 was opposed by the Professional Fire 
Fighters of Massachusetts (PFFM). PFFM 
President Ed Kelly indicated that they felt 
that the bill was a step in the direction of 
law enforcement and PERAC should not 
move in that direction.

A second PERAC-proposed bill heard 
was H. 16: An Act Authorizing The 
Public Employee Retirement 
Administration Commission To 
Perform Triennial Audits Of Certain 
Opeb Trust Funds.

Over the past several years, the 
General Court has directed PERAC 
to conduct audits of several municipal 
Otherpostemployment Benefit (OPEB) 
trust funds as part of PERAC’s triennial 
audits. This statutory assignment of audit 
responsibility to PERAC usually accompa-
nies the allocation of investment respon-
sibility of some sort to a city or town 
retirement board.

H. 16 provides express authority to PERAC 
to conduct audits of methods of accounting 
and record keeping of OPEB trust funds 
every three years, as otherwise required 
by general or special law. The Commission 
would continue to provide this oversight 
only when specifically directed by the 
General Court for specific trusts.

Support for this bill was voiced at the hear-
ing by several statewide organizations. The 
Massachusetts Association of Contributory 
Retirement Systems (MACRS) supported 
the bill as did the Massachusetts Retirees’ 
Association and the Professional Fire 
Fighters of Massachusetts (PFFM). The 
bills now await further deliberation by the 
Joint Committee on Public Service. 

A third PERAC-proposed bill, H. 14: An 
Act Regarding Post Retirement 
Earnings And Unemployment 
Benefits, will be heard later in the legisla-
tive session.

 

Representative Miceli Commends 
PERAC’s Transparency Role 

At the hearing, Public Service Committee 
member Representative James R. Miceli 
delivered a special word of commenda-
tion to PERAC for fostering transpar-
ency.  Representative Miceli’s comments, 
emanating from this long-serving and 
well-respected member of the House of 
Representatives (first elected in 1977), 
were very warmly received by both 
Commissioner James M. Machado and 
Executive Director Joseph E. Connarton, 
who expressed his appreciation for the 
Representative’s very encouraging and 
supportive words.

PERAC not only proposed this year’s 
legislation but, in 2011 working with 
the then Chairs of the legislature’s Joint 
Committee on Public Service, Senator 
Thomas M. McGee and Representative 
John W. Scibak and MACRS, advocated 
for groundbreaking provisions on retire-
ment board transparency and governance 
- enacted as part of the landmark pension 
reform legislation, Chapter 176 of the Acts 
of 2011.
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House Chairman Aaron M. Michlewitz and Senate 
Chairman William N. Brownsberger 

Representative James R. Miceli at the hearing

PERAC’s Jim Tivnan, Natacha Dunker & Harry Chadwick

Derek Moitoso, Jeff Collins, Bill Jewett: 
23B Roundtable Discussion

Bill Woollacott addresses attendees during the Investment 
Return Assumption discussion. 

Marilyn Matysiewicz, former administrator of Greenfield 
and Susanna Baltazar, Ex. Dir. of Chicopee Ret. Board

Joseph Petty of Mass. Housing Finance Agency 
Retirement Board


