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Special Commission to Study the Massachusetts Contributory Retirement Systems 
April 27, 2009 

Ashburton Place, 9th Floor 
State Comptroller’s Office conference room 

 
3:00-5:00 pm 
 

Minutes 
  

The second meeting of the Special Commission to Study the Massachusetts Contributory 
Retirement System was held at 3:00 p.m. on Tuesday, April 27, 2009, at Ashburton 
Place.  The following Commission Members were present: 
 
o Alicia Munnell - Director of the Center for Retirement Research at Boston College, 

Chair, by appointment of the Governor 
o Peter Diamond - Professor of Economics, MIT, by appointment of the Governor 
o Jacob Sanders  - Representing Rep. Robert P. Spellane, Chair, Joint Committee on 

Public Service; Designee, Speaker of the House 
o Senator Kenneth J. Donnelly - Former PERAC Commissioner, Designee, President 

of the Senate 
o Senator Thomas McGee- Senate Chair of the Join Committee of Public Service; 

Designee, President of the Senate.  
o Senator Michael R. Knapik- Designee, Senate Minority Leader 
o Joseph E. Connarton - Executive Director, Public Employee Retirement 

Administration Commission 
o Nicola (Nick) Favorito - Executive Director, State Retirement Board 
o Kate Fitzpatrick - Town Manager, Town of Needham; Member, Massachusetts 

Municipal Association 
o Pam Kocher - Deputy Chief of Staff, Executive Office for Administration and 

Finance; Designee, Secretary of Administration and Finance 
o John Parsons - General Counsel, State Auditor’s Office, Designee, Auditor of the 

Commonwealth 
o Sean Neilon – Representing Joan Schloss, Executive Director, Massachusetts’ 

Teachers’ Retirement System 
o Ralph White - President, Retired State, County and Municipal Employees 

Association of Massachusetts 
 

Not Present: 
o Representative Todd M. Smola - Designee, House Minority Leader 
o Representative Michael J. Rodrigues - Vice Chair, Joint Committee on Public 

Service; Designee, Speaker of the House 
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Ms. Alicia H. Munnell presided as Chair of the meeting and Melissa Wortman recorded 
the minutes. 
 
WELCOME / INTRODUCTIONS 
 
Ms. Munnell called the meeting to order and welcomed everyone present.  It was noted 
that some house members were not present due to their involvement in the budget debate.  
Special welcome was given to two newly added members to the Commission, Senators 
McGee and Donnelly. All attendees introduced themselves.   
 
APPROVAL OF MINUTES 
 
Ms. Munnell opened the floor to comment and approval of minutes from the 
Commission’s inaugural March 31st, 2009 meeting.  Minutes were approved without 
major comment. 

 
CONTRACT CLAUSE LEGAL ISSUES. 
 
Ms. Munnell introduced Mr. David E. Sullivan and Melissa Wortman of the A&F legal 
staff 
 
Mr. Sullivan and Ms. Wortman of the A&F legal Staff provided legal comment on 
contract clause law, specifically the issue of pension reforms being applied retroactively, 
and discussed its bearing on the Commission’s deliberations and recommendations  
 
Mr. Sullivan and Ms. Wortman circulated their comments electronically prior to the 
meeting, and copies were handed out at the meeting. 
 
Mr. Sullivan read through the legal comments. 
 
A statute changing public pension program in such a way to impact current participants 
will violate contract clause if: 

(1) the change infringes a contractual right, 
a. Mr. Sullivan confirmed that the state’s retirement plan is treated as a 

contractual obligation by statue MGL ch. 32 25(5).  
(2) the infringement is substantial, and 

a. Mr. Sullivan further explained that an infringement is deemed substantial 
if it impairs the core of reasonable expectations as informed by the content 
of the pension statute when the participant began service. 

(3) the impairment is not “reasonable and necessary to serve an important public 
purpose.” 

a. Mr. Sullivan explained that a change is “reasonable” if it remedies prior 
contractual rights which were unforeseen and unintended by the 
Legislature, and “necessary” if the state could not have achieved its stated 
goals through less significant or no modification at all.  A modification is 
reasonable if it bears some material relationship to the theory of the 
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pension system and its successful operation, or is necessary to maintain 
the integrity of the system.  It may help to sustain as reasonable changes 
that result in disadvantages if they are accompanied by comparable new 
advantages. 

 
Mr. Sullivan stressed that the courts have been clear that “it is not true that any law that 
infringes on pension rights is unconstitutional.”  He also suggested that because of the 
lack of clarity in the law, often the best course is to simply present a change to the courts 
and see what happens. 
 
Ms. Munnell opened the floor for comment and discussion. 
 
Mr. Peter Diamond began with four questions 

1. With regards to a reasonable change, does the offset of a disadvantageous 
change with other new advantages apply to individual workers benefits or to 
the plan as a whole?  If a plan change results in some losers and some 
winners, but on whole does not affect the plan is it more likely to be 
considered reasonable? 

2. COLA base and rates are updated ad-hoc by the legislature.  How are those 
viewed in light of an employee’s core reasonable expectation at their date of 
hire?   

3. Are there any other examples of cases where changes were deemed 
unconstitutional? 

4. Do the disability benefits fall under the same contract clause law? 
 
Mr. Sullivan and Ms. Wortman responded: 

1. The core expectations of each individual employee must be addressed when 
making changes. If any employee can claim to experience a disadvantageous 
change in his or her expectation without an accompanying new advantageous 
change, the change may violate the contract clause. 

2. Core expectations in regards to COLA changes are made based on the most 
recent COLA schedule, not the COLA schedule in place at date of hire. 

3. In California, pension reforms were proposed, but did not pass because they 
could not be found to be for some betterment of the state 

4. Disability Pension benefits fall under the same contract clause law as basic 
pension benefits 

 
Ms. Munnell posed two more questions 

1. How would we expect pro-rating benefits for employees in multiple classes by 
years in each classification to be interpreted?  

2. Would health insurance benefits fall under the qualifications of the contract clause 
law? 

 
Mr. Sullivan and Ms. Wortman responded: 

1. Pro-rating benefits based on time spent in each classification has a fighting chance 
to pass in the courts. 
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2. Health insurance benefits could fall under the same analysis if an employee 
argued that taking the position was tied to a “reasonable” expectation of health 
insurance benefits as defined at the time he started employment. 

 
There was comment on the issue of scaling back current survivor benefits in relation to 
contract clause law. 

 
Mr. Sullivan and Ms. Wortman responded that any changes to current survivor benefits 
would most likely pass, without incident, but only if the numbers affected were small. 

 
Ms. Munnell commented that the movement on retiree health care benefits by other states 
suggests that the legal restraints on retiree health care benefits are not as stringent as 
those on pension benefits. 
 
Ms. Munnell summarized for the Commission her understanding of the thrust of Mr. 
Sullivan’s presentation.  That is, that the courts have been clear that “it is not true that any 
law that infringes upon pension rights is unconstitutional.” 
 
Ms. Munnell opened the floor to further question and comment on the subject of contract 
clause law before moving on to the next topic on the agenda.  No Commission members 
had questions or comments. 
 
Massachusetts Retiree Health Care Insurance. 
 
Briefing on State Employee Health Insurance 
 
Ms. Munnell introduced Ms. Dolores Mitchell, Executive Director of the State's Group 
Insurance Commission (GIC) to make a presentation to the Commission on retiree health 
insurance benefits for state employees. 
 
Ms. Mitchell distributed “Benefits at a Glance,” a benefit summary brochure for the state 
employee health insurance, and began her briefing. 
 
Major Points of the presentation were as follows: 
 
Eligibility. 

 Employees must have 20 years of service, or at least ten years of service and 
reached the age of 55.  Elected official are an exception. They are eligible with 6 
years of service. 

 Eligibility requirements are determined by State Retirement Board, not by the 
GIC. 

 Participation in the State Retirement System is the key to eligibility for health 
insurance – and later to facilitate the paying of premiums for retirees – via 
deductions from the pension check.  

 Retiree health benefits are available for employees who leave state service with 
the necessary years of service but under the age of 55.   
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Benefits. 

 Retirees not eligible for Medicare, or too young for Medicare, receive benefits as 
though they are active employees.  Retirees must enroll in Medicare if eligible. 

 Other Provisions. 
— State retiree health insurance does not include long-term disability. 
— Although employees cannot increase their life insurance coverage, the 

coverage does extend indefinitely.  Many life insurance policies end at age 
70. 

— Limited self-paid dental program. 
— Vision discounts. 

 From a fiscal perspective, Medicare is primary financer of retiree health insurance 
benefits.  State plans are secondary, so all the state Medicare programs are 
essentially Medigap or complementary plans.  Benefits under Medicare program 
are similar to those under the state’s regular program. 
 

Current Coverage: Who is covered? 
 Total Retiree Contracts: 70,137. 

— State Retirees: 64,029 . 
- Only 57,723 are GASB liability. 
- Includes 8,488 survivors. 

— Municipal Retirees: 6,108. 
 

 Non-State Retirees (Pool II): 12,155. 
— 12,002 retired municipal teachers. 
— 153 elderly governmental retirees. 

- Includes 100 who retired prior to 1956. 
 
Costs. 

 Money collected for projected costs is not flexible.  It goes into a trust.  This is a 
problem from budget management perspective. 

 Currently in talks with ANF about possibilities for money in the trust in light of 
the current budget deficit. 

 
Premiums.  

 Ranges from $18 - $63 per month, depending on plan choice and age of 
retirement 

 Costs of both premium and co-pays have gone up, but out-of-pocket costs have 
declined as a percentage of total costs. The Commonwealth is bearing the major 
cost of healthcare inflation.   

 Part B Medicare. 
— State no longer reimburses employees for Part B premiums 
— $36 million hit in appropriations primarily under Governor Swift. 
— Reinstating the reimbursement would cost upwards of $51 million 

 Part D Medicare. 
— Beneficial to the Commonwealth. 
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— The two Medicare Advantage plans now cover drugs under Part D, 
(supplemental programs can also qualify) which keeps their costs down. 

— For the other plans, the state applies for the Part D subsidy for drug programs 
which can be proven to be as good as, if not better than Part D.   

— Part D efforts result in a check for about $22 or $23 million dollars.  This 
money goes to the General Fund, and not directly to the GIC. 

 
Closing Summary. 

 Benefit decision guides give great detail what the benefits are. 
 The State programs compare favorably with any other plan in the country 
 The premiums are not the lowest but are very reasonable 
 The rate of growth has been lower than most other entities 
 The co-pays and deductibles are not the minimums, or as high as they could be.  

The State is struggling to keep them under control 
 Health care spending is over $1 billion per year for public retirees 
 We give retirees very good health care, but the cost is very high even with the 

federal government paying as much as they do. 
 
Ms. Munnell thanked Ms. Mitchell for her briefing on the state employee health 
insurance. 
 
Questions and Comments by the Chair: 
 
Ms. Munnell summarized the eligibility rules for retiree health insurance for clarity 
before the Commission. 

 With 10 years of creditable service, and finishing your service with the 
Commonwealth: When employee turns 55 and becomes eligible to draw 
retirement allowance, at that time your health insurance also commences. 

 With 10 years of creditable service, and having left state employment before 
retirement: At age 55 the employee when an employee becomes eligible to draw 
retirement allowance they qualify for retiree health insurance. They do not need to 
pay any state health insurance contribution during the time they were not 
employed under state service. 

 
Ms. Munnell: Does the state plan also cover teachers? 
 
Ms. Mitchell:  Yes, members of the State, Teachers’ and City of Boston Retirement 
Systems are eligible. 
 
As no Commission members had further questions or comments, Ms. Munnell moved on 
to the next topic on the agenda.   
 
Ms. Munnell introduced Mr. Kevin Feeley, attorney for Collins, Loughran & Peloquin to 
make a presentation to the Commission on retiree health insurance benefits for local 
public employees. 
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Briefing on Local Government Retiree Health Insurance.  
 
Mr. Feeley distributed a prepared overview of the Massachusetts General Law 32B on 
retiree health benefits, along with draft regulation for the statute. 
 
Major Points of the presentation were as follows: 
 
With the exception of pensions, the largest liability that cities and towns face is health 
insurance. 
 
The Chapter 32B statutes that cities and towns operate under was enacted in 1956 
 
Specific Issues of concern for 32B: 

 Vagueness. 
— The statute does not contain a definition for the word retiree, or a definite 

vesting requirement.  Both are defined only by general convention.  
 Non-uniformity of benefits and contributions across localities. 

— Under Chapter 32B every city and town can establish its own premium. 
— No consistency within the system, and the benefit plans can vary widely.  

 Lack of service-linked increase in health benefit. 
— All retirees from cities or towns receive the exact same health benefit 

when they retire regardless of how many years of service they have or 
how many hours per week they work.  There is nothing that allows the 
town to pro rate benefits. 

 Lack of portability. 
— There is no portability.  Benefits are paid only by the city or town from 

which the employee retires. An employee who works for 25 years for 
Needham, and then works for Natick for 1 year, has his health benefits 
paid for by the Natick system with no contribution from the Needham 
system.  

 
Solutions from Draft Regulation considered by the Town of Wellesley 

 In order to be eligible to receive health insurance benefits, you had to retire 
directly from that community. 

 Establish a minimum 10 years of creditable service. 
 Retirees must enroll in Part B Medicare. 
 Establish some pro rating of health care benefit based on service. 

 
Ms. Munnell thanked Mr. Feeley for his presentation and opened the floor for a full 
discussion on both state and local retiree health care. 
 
Tentative Recommendation for Change: 
 
Ms. Munnell suggested that the Commission should consider the possibility of prorating 
either the state’s or counties’ contribution on health insurance based on service. 
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She distributed a summary of states that have shifted to pro-rate the contribution for 
retiree health care. 
 
Most Commission members responded that they would like to see more on what other 
states have been doing in terms of health reform before making any changes. 
 
Ms. Munnell agreed that the Commission should not decide today, but urged the 
Commission to address the question of whether it is equitable for someone of 10 years of 
service to get the same health care benefit as someone who had 35 years of service. 
 
Senator Michael Knapik asked what exactly the alternatives to the current system are. 
 
Ms. Munnell provided an example.  The state could pay 25 percent of the subsidy for 
people with 5 years of service and 100 percent of subsidy for people with 20 years of 
service, with an increasing percentage between the two points. 
 
Discussion: 
 
The Commission generally agreed that it seemed generous for short-term employees to 
end up with lifetime health insurance. 
 
Mr. Ralph White aired his concern with including health care issues in the Commission’s 
efforts.    

 He recalled that for two years the Metropolitan Planning Council tried to 
accomplish health care reform with little success. 

 He made clear his opposition to prorating, no matter if for the state system or 
counties and towns. 

 He contended that the issue is too complicated given the life of the Commission 
and does not like that direction of policy. 

 
Ms. Munnell acknowledged Mr. White’s concern. 
 
Senator Kenneth Donnelly brought to light the issue of public employee health insurance 
reform and CommCare.  CommCare provides health insurance for low-income workers 
who lack employer-based insurance.  Currently, any level of employer insurance 
disqualifies persons for coverage under CommCare.  Under current rules, public 
employees not eligible for CommCare because of coverage under the public employee 
health insurance, at least receive full retiree health insurance benefits from the public 
employee insurance program. Pro-rated insurance may result in people who get no 
coverage under CommCare and minimal public employee health insurance benefits 
through the State.  
 
Senator Thomas McGee asked if changes are going to be prospective or applied 
retroactively. 
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Ms. Munnell responded that they could be applied to new employees at a minimum and 
then the Commission could consider extending changes to existing employees. 
 
Issues facing local retiree health care reform: 

 Unlike the state system, localities have specific concerns related to certain 
collective bargaining obligations that exist.  Legislative changes to local retiree 
health care may be difficult to enforce or exercise in practice. 

 Non-uniformity of health insurance benefits across localities.  
— There are some communities that pay 0 for retirees and some communities 

that pay 90 percent.  For localities, these arrangements make it difficult to 
identify what is a contract and what is not a contract when rules can be 
changed at a town meeting. 

— Plans vary from town to town.  There are communities that are just HMOs 
and communities that use Mass Health Plus. 

 Some local health plans allow a 100 percent premium subsidy and currently 32B 
doesn’t allow a 100 percent premium subsidy. 

 
Mr. Diamond raised a question pertaining to the degree of forum shopping among local 
employees due to variance in health care plans. 
 
Ms. Fitzpatrick answered that is relatively rare, but in bad economic times people do 
make shifts.  She provided examples: 

1. She provided an example.  A public works employee shifted from 
Lexington to Concord.  He received a lower paycheck, but better health 
benefits.  

2. Mass Teachers example.  Some communities are adopting a rule that you 
have to spend 10 years in a district to get health insurance.  This may 
inhibit movement to other districts by teachers especially. 

 
Ms. Munnell closed the discussion, and thanked the Commission for allowing these issues 
to be put on the table.  The next stage will be to write down the major complicating 
factors, and identify changes that are steps in the right direction.   
 
Ms. Munnell welcomed any further suggestion on retiree health insurance as the 
Commission’s deliberations continue.  
 
Ms. Munnell set the agenda for the next Commission meeting to include a briefing on 
disability, discussion on the group classification system, and a summarization of the 
arguments on health care.  The following meeting will address the redesign of pension 
benefits discussed in the Commission’s inaugural meeting. 
 
ADJOURNMENT 
 
There being no further business, Ms. Munnell adjourned the meeting at 5:00 p.m. 


