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                                    August   , 2012 
 
 
 
The Public Employee Retirement Administration Commission has completed an examination of 
the State-Boston Retirement System pursuant to G.L. c. 32, § 21.  The examination covered the 
period from January 1, 2008 to December 31, 2010.  This audit was conducted in accordance with 
the accounting and management standards established by the Public Employee Retirement 
Administration Commission, in regulation 840 CMR 25.00.  Additionally, all supplementary 
regulations approved by PERAC and on file at PERAC are listed in this report. 
 
In our opinion, the financial records are being maintained and the management functions are being 
performed in conformity with the standards established by the Public Employee Retirement 
Administration Commission with the exception of those noted in the findings presented in this 
report. 
 
In closing, I acknowledge the work of examiners James T. Sweeney, Martin J. Feeney and            
John J. Shea who conducted this examination, and express appreciation to the Board of 
Retirement and staff for their courtesy and cooperation. 
  

Sincerely,  
  
  
  

Joseph E. Connarton 
Executive Director 
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EXPLANATION OF FINDINGS AND RECOMMENDATIONS 
 

1. System Administration 
The State- Boston Retirement Board (SBRB) is not exercising its autonomy from the City of Boston. 
An example of this is the Board requesting the City’s permission before awarding all vendor 
contracts.  The Board’s employees are members of collective bargaining agreements negotiated by 
the City.  Personnel decisions made by the Board are reviewed and sometimes challenged by the 
City’s Personnel Review Board.  Such structural restrictions prevent the Retirement Board from 
carrying out its fiduciary responsibility to its members and beneficiaries.  
 

Recommendation: The Board should be exercising its autonomy as established under G.L. c. 32, 
and affirmed in case law in Everett Retirement Board vs. Board of Assessors of Everett, et al. (19 
Mass. App. Ct. 305 (1985).  It should be making vendor decisions based upon a competitive bidding 
process as most recently delineated in the newly enacted G.L. c. 32, Section 23B.  Specific case law 
has determined that G.L. c. 32 provides to retirement boards the authority that precludes the City 
from being a G.L. c. 150E employer of retirement board employees (Labor Relations Commission – 
City of Brockton with the Brockton City Administrative Services Association, and the Brockton 
City Hall Employees Union, H.L.P.E., Case No.: MUP-6672, MUP-6673, 1992).  The Board should 
immediately begin to conduct a staffing analysis to determine if the current staffing level is sufficient 
to provide the necessary services to the members and beneficiaries. Included within such review 
should be considerations for the Board to enhance its independent information technology as well 
as investment management staffing.  In addition, the Board should develop its own personnel manual 
and procedures for its staff.  
 

Board Response: 
SBRB does exercise autonomy from the City of Boston (“City”).  Trustees are solely responsible for 
establishing the Board’s budget; overseeing investments; acting on disability and restoration cases 
and Needham waivers. The Executive Director of SBRB has complete control over the day to day 
operation of the Board.  SBRB is represented by its own counsel.  In at least one case where SBRB 
and City of Boston have been co-defendants in litigation, SBRB obtained its own counsel due to 
conflict of interest. 
 

However, SBRB readily acknowledges that there is a very close relationship with the City of Boston.  
SBRB acknowledges that personnel decisions are reviewed by the City’s Personnel Review Board. 

 

As to the examples provided by the Auditors, SBRB states as follows: 
• SBRB categorically denies that it seeks “permission” from the City before awarding 

vendor contracts. 

• SBRB admits that Board employees are largely members of collective bargaining 
agreements negotiated by the City and their respective unions. 

• SBRB has already conducted a staff analysis, which led to the creation of multiple new 
SBRB positions, most of which have already been filled (including, but not limited to, 
investment analyst, operations manager, compliance manager, assistant general 
counsel). 

• SBRB is in the midst of an approximately $16 million technology upgrade to the V3 
system, which is independent of the City and paid for by SBRB. 

• SBRB has its own personnel manual and procedures for staff. 
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2. Regular Compensation 
The auditor sampled members’ deduction rates to determine that correct percentages are being 
withheld and that the additional 2% deduction is withheld from those members who earn over 
$30,000 annually and were hired after January 1, 1979.  The Board currently receives payroll data 
from several independent public entities. Each employing unit reports unique pay types using specific 
pay codes.  We noted that a stipend designed as reimbursement for the use of a personal vehicle 
was treated as regular earnings and retirement deductions were withheld by the Boston Housing 
Authority. We observed the Boston Water and Sewer Commission (BWSC) are not withholding 
retirement deductions from longevity earnings.  
 

Recommendation:  Automobile usage does not meet the criteria for regular compensation as 
defined in Chapter 21 of the Acts of 2009.  Automobile usage stipends are also specifically listed in 
PERAC MEMO #33, 2011 as not qualifying as regular compensation. The Housing Authority must be 
instructed to stop taking deductions for automobile usage. In contrast, longevity payments do qualify 
as regular compensation for retirement purposes.  Payments for length of service were not affected 
by Chapter 21 of the Acts of 2009.  The BWSC must be instructed to commence withholding 
contributions from longevity payments. It is the Board’s responsibility to determine what qualifies as 
regular compensation among these various sources.  The board must initiate a formal review of all 
pay types and determine whether or not they are to be considered regular compensation.  
 

Board Response: 
SBRB agrees with PERAC that it is SBRB’s responsibility to determine what pay types qualify as 
regular compensation and that a more formal review process should be in place. 

This September, SBRB shall request salary information from each employer in order to complete 
the Annual Salary Questionnaire that is submitted to PERAC for Budget Appropriation Letters.  As 
part of this process, SBRB intends to ask each employer to submit with their salary data a complete 
listing of their payroll codes indicating which codes are pension eligible.  At this time, SBRB shall 
review each code and report any errors to the employer for correction. 

SBRB readily acknowledges that automobile usage does not meet the criteria of “regular 
compensation.”  SBRB notes that Boston Housing Authority has been instructed to no longer take 
deductions for automobile usage; Boston Water and Sewer Commission has been instructed to 
withhold deductions for longevity payments; and, a formal review of all pay types in order to 
determine whether or not to be considered regular compensation is currently underway. 
 

3. Retiree Payroll 
The regular monthly payroll for retirees generates a Payroll Exception Report which lists the names 
of retirees or their beneficiaries who either owe or are owed money by the SBRS.  The Payroll 
Exception Report identifies approximately 400 retirees listed as requiring additional action from the 
Board staff.  Some of these named individuals have been listed and outstanding since 2004. 
 

Recommendation: The SBRS should review the Payroll Exception Report and determine the 
amounts owed in order that each member’s file can be closed out, collect any funds due the System, 
and refund any funds due to retirees or their beneficiaries.  
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Board Response: 
SBRB has two staff members dedicated to identifying members/beneficiaries who may be owed 
monies and identifying members who owe monies.  One staff member runs death logs and reviews 
obituaries daily in order to identify deceased members.  In those cases where it is believed that a 
member may be deceased, staff enlists the assistance of a private investigator to confirm the death.  
Once confirmed the account is paid to the beneficiary or estate in order to close out the account. 

The second staff member actively reviews cases identified as possibly owing SBRS monies.  Most of 
these cases involve incorrect contribution rates.  Currently, it is the practice of SBRS to assign a 
new member the highest rate of contribution upon enrollment.  If it is later determined that the 
member has a lower contribution rate, due to an earlier membership date, a refund will be issued to 
the member and the contribution rate is changed to reflect the accurate membership date. 

SBRS is in the process of generating an abandoned property list similar to that produced by the 
Treasurer-Receiver of the Commonwealth.  We anticipate that this list will be updated regularly on 
the SBRS website and biannually in a major Boston newspaper. 
 

4. Supplemental Membership Schedule 
The Annuity Savings Fund general ledger balance at 12/31/10 is less than the balance accumulated in 
the Supplemental Membership Schedule database file by an amount estimated at $449 million. This 
finding has been made in the prior two audits. In the past audit report, the Board had indicated the 
actual variance was $70M based on actuarial data submitted to PERAC and that a future report 
would be finalized and sent to PERAC Audit staff to address the actual variance. Such a report has 
not been submitted to date. Similarly, the Annuity Savings Fund Interest reported in the general 
ledger for the current period is greater than the balance accumulated on the Supplemental 
Membership Schedule database file. This difference is estimated to be approximately $293 thousand. 
The SBRS was uncomfortable with the accuracy of the balance reported on the Supplemental 
Membership Schedule at 12/31/10. PERAC requires that each Annual Statement contain a 
Supplemental Membership Schedule that lists the activity and balance for each member’s account. 
This schedule must agree with the Annuity Savings Fund Account balance reported on the general 
ledger. The substantial variance between the general ledger balance and the Supplemental 
Membership Schedule total can be attributed to the Supplemental Membership Schedule not being 
reviewed and updated in a timely manner by the SBRS Member Services Department. Changes and 
adjustments made to the membership data often are required to be recorded as financial 
transactions. This database of membership activity is the most significant automated record of 
membership that a retirement system manages. The failure to effectively manage the data sources 
on a timely basis compromises the integrity of membership data within the general ledger. A 
variance of this magnitude is unacceptable and has material audit significance in the context of 
reporting the results in the accompanying financial statements. 

 

Recommendation: As part of the data migration and conversion process during implementation 
of the new Vitech software pension benefit system, it is critical that a complete analysis be 
performed of each member’s account by the SBRS Member Services Department. All required 
adjustments must be made to the Supplemental Membership Schedule balances. Such inaccuracies 
have been in existence over the past decade and any continued inordinate variance may create 
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concern related to the financial integrity of the system. Once an accurate balance is determined, the 
SBRS Comptroller must reconcile the data with the general ledger. All unexplained variances should 
be adjusted on the general ledger or within the new Vitech software pension benefit system 
Supplemental Membership Schedule. Going forward, a monthly process must be established to 
reconcile the general ledger to the Supplemental Membership Schedule.  This process should 
commence with a current Supplemental Membership Schedule separately reporting active and 
inactive members from members transferred or refunded. An analysis should be performed and 
where applicable, members’ should be deleted from the Supplemental Membership Schedule. Upon 
completion of this analysis, the General Ledger and the Supplemental Membership Schedule should 
be in agreement. 
 

Board Response: 
Currently, management does not feel the SBRS report is accurate and is not a credible source to 
report against.   

The variance exists due to files not being added to SBRS prior to 1984 since payroll records were 
not available.  Also, there are many refunds not recorded along with buybacks and transfers prior to 
the date in which balances were rolled forward in SBRS.  

The Board is making a tremendous effort to clean up the data and add files to SBRS prior to the V3 
Solution being implemented.  At the time, it is anticipated the variance will be greatly reduced as a 
result of the data cleansing.  Also, data in the new pension system will include data sources that are 
not electronic and/or available to our current system, SBRS. Upon conversion, reports produced in 
V3 will properly reflect data in the database and will allow the Board to assess the variance and 
address next steps on the reconciliation process. 
 

5. Annual Statements 
The Annual Statements filed by the SBRS for the three-year audit period were inspected. No 
supporting schedules were attached to these annual statements. This finding was cited in the three 
previous audit reports. State Street Bank has not responded to repeated requests by the State- 
Boston Retirement Board to provide the schedules required to be included in the Annual Statement 
filed with PERAC. As a result, the Annual Statement filings submitted by the State-Boston 
Retirement Board to PERAC are incomplete.  
 

Recommendation: The SBRB should meet with their custodian, State Street Bank, prior to 
initiating the closing process of the financial records for 2011. The SBRB should re-emphasize the 
importance of being provided the required schedules necessary to complete the required 
information for the preparation of the Annual Statement as prescribed by PERAC. At the 
termination of the existing custodial contract with State Street, the Board must clarify the terms 
and conditions included within the next RFP process required under the newly enacted G.L. c. 32 § 
23B.  The criteria must conform to the requirements including providing the annual schedules to the 
Board upon closing the financial records. 
 
 
 
 
 



 

EXPLANATION OF FINDINGS AND RECOMMENDATIONS 
(Continued) 

 
 

  
State-Boston Retirement System Audit Report  6 

 

Board Response: 
SBRB has received all necessary supporting schedules from State Street Bank in early June, 2012.  
SBRB notes that the custodial contract with State Street Bank has been extended for five years, 
commencing January 1, 2012, due to the impacts of the 2011 pension reform.  SBRB anticipates 
conducting an RFP before the expiration of the contract. 
 

6. Military Service Fund  
The Military Service Fund on the general ledger has not changed except for the interest accrued 
since December 31, 2003. As of December 31, 2010 the ending balance on the general ledger is 
$49,590. No subsidiary record has apparently been maintained to substantiate this general ledger 
balance. The SBRS has not been collecting the retirement deductions that should be paid by the City 
on behalf of the members deployed to military service.   This was also a finding in the previous audit 
report. The Board indicated in its response at that time that there was a plan to undertake this 
project in coordination with the City Human Resources Department in 2009. There was no 
information made available to the auditors indicating this effort took place. 
 

Recommendation: The SBRS must work with the City Human Resources Department to 
specifically identify all past and present members who were deployed to military service. This 
analysis must account for all military service deductions that were due for collection from the City 
or other participating employers. These funds must be received and deposited into the Military 
Service Fund. A detailed subsidiary ledger needs to be actively maintained. The appropriate billing 
must be initiated for the uncollected contributions from the employers. Please refer to PERAC 
memo #39/2001 for additional guidance related to this process.  
 

Board Response: 
SBRB agrees with PERAC’s recommendation to work with the City Human Resources department 
to determine past and present members who were on military service leave and to account for 
their respective deductions accordingly.  To that end, SBRB contacted the Assistant Director of the 
City of Boston Office of Human Resources and will be contacting the other four employer human 
resources department to request assembly of a list of all past and present members who were 
deployed to military service.  SBRB is also implementing a process to obtain the deductions going 
forward to be deposited into the military service fund.   
 

7. Stale Dated Checks included in the Cash Reconciliation 
An inspection of the outstanding checks at 12/31/10 for the retiree checking account revealed that 
230 checks with a total value of $375,710 had been issued and remained outstanding for more than 
six months.  The oldest check that remained unresolved was dated 05/27/05 in the amount of 
$1,094.50. 
 

Recommendation:  Checks outstanding longer than six months should be researched. Proper 
voiding and updating of these items must be completed on a regular timely basis.  The system 
Comptroller in conjunction with the City Treasurer’s Office should inspect the list of outstanding 
checks and contact the payee to determine the status of the payment.  Any outstanding check 
longer than six months should be voided and where applicable, a replacement check should be 
issued.  The SBRS should consider emphasizing to all retirees the significant advantages of direct 
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deposit as an alternative to payment by check. Direct deposit may be required under C. 32, §13 
(1)(c) for all who retired after 7/1/09. 
 

Board Response: 
On a bi-annual basis, City of Boston Treasury and SBRB shall remove from the reconciliation any 
checks outstanding six months or more. At the same time, the bank will be notified to remove 
these checks from their listing. A separate file will be maintained listing the names and the 
respective amounts due. The money will be transferred to the tailings account on the general 
ledger. When the amount is to be reissued, a special refund payroll will be requested by Treasury 
and the amount will be offset against the tailing account. In March 2012, approximately $484,000 
was transferred to the tailings account. 

SBRB notes that check dated May 27, 2005, in the amount of $1,094.50, was a refund check and not 
a retiree check. 

SBRB further notes that all retirees are expected to use direct deposit since 2009. The only paper 
checks that issue are those for pre-2009 retirees who refused to convert to direct deposit. 
 

8. Refunds 
The calculation of interest for refunds issued during the audit period was confirmed for a selected 
sample. None of the sampled refunds issued after July 1, 2010 applied the interest rate of 3% even 
though they apparently qualified as eligible according to the PERAC Memorandum # 31 dated July 
26, 2010.  
 

Recommendation: The SBRS must conform to PERAC Memorandum # 31 for refunds to 
members who voluntarily terminate service with less than ten years of creditable service. The 
Retirement System should recalculate the interest due, and refund any additional money due each 
member for all refunds processed since July 1, 2010, for members who voluntarily terminate service 
and who have accumulated less than ten years of creditable service. 
 

Board Response: 
During the PERAC audit, parallel testing was done to ensure the accuracy of the program change in 
our “SBRS” computer system.  There were several issues that came out of testing that needed to be 
addressed by the programmer in order to implement the program change.  SBRB anticipates a 
production date of June 28, 2012, so that the first refunds issued for FY2013 on July 6, 2012 will be 
accurate. 

SBRB notes that its computer programmer has been tracking refunds.  After June 28, 2012, SBRB 
will be in a position to immediately issue refund checks to those members owed monies from past 
refunds. 

To date, this issue has been corrected in the “SBRS” computer system.  The program change is 
scheduled to be installed the first week of June.  For those refunds already issued at the old interest 
rates, a special refund payroll will be coordinated with Treasury to issue any amounts due. 
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9. Investment Administration, Oversight and Reporting 
We observed several deficiencies in the internal financial controls existing over the administration, 
oversight, recordkeeping and reporting of investment results for the SBRB. 

• In 2010 the Board’s custodian reported that the investment in Ivy Multi Strategic Hedge 
Fund Class A&B was liquidated.  SBRB staff was informed by their consultant (New England 
Pension Consultants) that the fund was totally liquidated.  The fund manager reported a 
residual value in that timeframe. PERAC’s Investment Unit confirmed that a residual value 
was due the SBRB. Adjusting journal entries were initiated to correct the general ledger for 
December 31, 2010.  The Board had understated the asset value by about $7.7 Million.  

 

• The SBRB has four investments with Sanderling Venture Partners.  The custodian is only 
reporting three of these funds on the November 30, 2011 report.  The manager reports 
over $4 Million for Sanderling Ventures Partners V, LP which is not confirmed by the 
custodian.  The general ledger combined the value reported by the manager with another 
Sanderling fund. The result was a correct financial total reported on the general ledger. The 
custodian is reporting the $4 Million on its December 2011 report after PERAC informed 
the Board staff of the error. 

 

• The custodian has failed to differentiate the value reported for Sanderling Ventures Partners 
V, with the value of Sanderling Ventures Partners Co-Investment V, as reported by the 
manager.  Similarly, the value reported for Sanderling Ventures Partners VI is reported by 
the manager for Sanderling Ventures Partners Co-Investment VI.  The custodian lists 
Sanderling Ventures Partners Co-Investment VI, in the amount that the manager reports for 
Sanderling Ventures Partners VI.  This reporting distorts the Board’s disclosure of owned 
investments in the respective funds.  

• There are five additional instances where the custodian report did not reconcile with the 
investment managers’ statements. A manager listed a single fund and the custodian reported 
results for two separate funds.  In another example, the manager for Urdang Value Added 
Fund II reported one fund while the custodian listed 5 separate and distinct funds. 

 

These multiple reporting deficiencies demonstrate a lack of oversight that would appear to 
compromise the integrity of their internal financial controls and the exercise of the Board’s fiduciary 
responsibility. 
 

Recommendation: A comprehensive procedure must be performed to identify and reconcile the 
statements from the various fund managers with the regular reports from the custodian. The 
Board’s investment consultant must monitor these statements with more intensity and attention to 
detail to become more involved in initiating timely corrections. The Board’s custodian and 
consultant must be more diligent in providing their fiduciary duty to the system. The Board should 
review existing contracts to assess whether these vendors are required to perform these functions.  
An amendment to the contracts might be required to clarify the vendors responsibilities to perform 
these functions. The Board should consider a full-time director of investments to monitor the 
transactions, confirm the value and trace the movement of the system’s assets for the protection of 
the members, retirees and beneficiaries.   



 

EXPLANATION OF FINDINGS AND RECOMMENDATIONS 
(Continued) 

 
 

  
State-Boston Retirement System Audit Report  9 

 

Board Response: 
In 2010, SBRB staff was notified that Ivy Multi Strategic Hedge Fund Class A&B was liquidated.  After 
receiving confirmation from PERAC’s Investment staff that a residual balance remained, SBRB did 
not fully liquidate the investment.  SBRS would like to clarify that it did not understate the asset 
value at 12/31/10 since no adjustment was made to the general ledger to fully liquidate the asset.  
SBRS would like to further comment that the asset value was reflected accurately and its ending 
market value balance at 12/31/10 was confirmed as part of their annual audit process. 
SBRS has broken out Sanderling V on its supporting work paper to properly reflect the four 
investments with Sanderling. 

SBRS met with NEPC and State Street Bank in order to review all investments and to ensure that 
they were properly listed.  Additionally, SBRB has hired an investment analyst to monitor activity 
and to ensure manager reports are properly reflected by the custodian. 

 
 
 
 
FINAL DETERMINATION: 
PERAC Audit staff will follow up in six (6) months to ensure appropriate actions have been 
taken regarding all findings. 
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STATEMENT OF LEDGER ASSETS AND LIABILITIES 
 
  
 AS OF DECEMBER 31, 
 2010 2009 2008 
Net Assets Available For Benefits:  
    Cash $107,618,912 $24,063,052 $28,309,268 
    Short Term Investments 75,535,015 35,605,298 39,833,215 
    Fixed Income Securities  504,879,232 571,265,512 645,301,465 
    Equities  474,154,674 787,961,839 587,456,180 
    Pooled Domestic Equity Funds 563,090,774 796,791,118 543,519,567 
    Pooled International Equity Funds 742,531,638 744,093,055 519,489,379 
    Pooled Global Fixed Income Funds 178,938,677 232,311,033 221,437,808 
    Pooled Alternative Investment Funds 440,474,328 447,729,794 395,883,406 
    Pooled Real Estate Funds 272,658,926 232,953,395 364,261,412 
    PRIT Cash Fund 7,096,705 0 0 
    PRIT Core Fund 1,145,318,386 0 0 
    Interest Due and Accrued 8,998,313 12,433,095 13,862,667 
    Accounts Receivable 242,608,390 143,776,644 285,051,214 
    Accounts Payable (141,260,944) (29,197,501) (236,081,552)

Total $4,622,643,026 $3,999,786,334 $3,408,324,029
Fund Balances:  
    Annuity Savings Fund $1,396,965,939 $1,386,916,871 $1,329,052,151
    Annuity Reserve Fund 451,582,454 426,582,050 410,869,905 
    Pension  Fund 302,334,435 214,440,358 308,765,627
    Military Service Fund 49,590 49,442 49,196 
    Expense Fund 0 0 0 
    Pension Reserve Fund 2,471,710,608 1,971,797,613 1,359,587,150 

Total $4,622,643,026 $3,999,786,334 $3,408,324,029
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STATEMENT OF CHANGES IN FUND BALANCES 
 

 
 
 
 
 

Annuity 
Savings 
Fund 

Annuity 
Reserve 

Fund 

Pension 
Fund 

Military 
Service 
Fund 

Expense 
Fund 

Pension 
Reserve 

Fund 

Total 
All 

Funds 

 Beginning Balance (2008) $1,263,246,828 $405,682,710 $394,667,608 $48,903 $0 $2,564,143,137 $4,627,789,186 

     Receipts 135,156,351 11,957,523 261,347,435 293 18,071,734 (1,204,555,987) (778,022,651) 

     Interfund Transfers (51,806,290) 51,806,290 0 0 0 0 0 

     Disbursements (17,544,738) (58,576,618) (347,249,416) 0 (18,071,734) 0 (441,442,506) 

 Ending Balance (2008) 1,329,052,151 410,869,905 308,765,627 49,196 0 1,359,587,150 3,408,324,029 

     Receipts 136,700,919 12,200,679 269,406,242 246 16,485,904 612,210,463 1,047,004,453 

     Interfund Transfers (65,732,401) 65,732,401 0 0 0 0 0 

     Disbursements (13,103,798) (62,220,935) (363,731,511) 0 (16,485,904) 0 (455,542,148) 

 Ending Balance (2009) 1,386,916,871 426,582,050 214,440,358 49,442 0 1,971,797,613 3,999,786,334 

     Receipts 132,230,007 12,764,469 474,643,730 148 21,482,062 499,912,995 1,141,033,411 

     Interfund Transfers (80,604,656) 80,604,656 0 0 0 0 0 

     Disbursements (41,576,283) (68,368,721) (386,749,653) 0 (21,482,062) 0 (518,176,719) 

 Ending Balance (2010) $1,396,965,939 $451,582,454 $302,334,435 $49,590 $0 $2,471,710,608 $4,622,643,026 
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STATEMENT OF RECEIPTS 
 
  
  FOR THE PERIOD ENDING DECEMBER 31, 
  2010 2009 2008 
Annuity Savings Fund:   

    Members Deductions $125,375,211 $126,791,154 $123,692,427 
    Transfers from Other Systems 1,861,545 2,856,209 3,089,559 
    Member Make Up Payments and Re-deposits 616,069 531,826 590,958
    Member Payments from Rollovers 458,245 205,131 514,764 
    Investment Income Credited to Member  
       Accounts 3,918,937 6,316,599 7,268,643 

Sub Total 132,230,007 136,700,919 135,156,351 

Annuity Reserve Fund:  
    Investment Income Credited to the Annuity  
       Reserve Fund 12,764,469 12,200,679 11,957,523 
Pension Fund:  

    3 (8) (c) Reimbursements from Other Systems 2,115,983 1,742,538 1,638,439 
    Received from Commonwealth for COLA and 
       Survivor Benefits 8,872,095 10,315,718 15,410,208 
    Pension Fund Appropriation 463,655,652 257,347,986 244,298,788 
    Settlement of Workers' Compensation Claims 0 0 0 

Sub Total 474,643,730 269,406,242 261,347,435 

Military Service Fund:  
    Contribution Received from Municipality on 
       Account of Military Service 0 0 0 
    Investment Income Credited to the Military  
       Service Fund 148 246 293 

Sub Total 148 246 293 

Expense Fund:  

    Expense Fund Appropriation 0 0 0 
    Investment Income Credited to the Expense Fund 21,482,062 16,485,904 18,071,734 

Sub Total 21,482,062 16,485,904 18,071,734 

Pension Reserve Fund:  

    Federal Grant Reimbursement 0 0 124,178 
    Interest Not Refunded 146,185 154,062 142,266 
    Miscellaneous Income 335,561 140,115 41,285 
    Excess Investment Income (Loss) 499,431,249 611,916,286 (1,204,863,716)

Sub Total 499,912,995 612,210,463 (1,204,555,987)

Total Receipts, Net $1,141,033,411 $1,047,004,453 ($778,022,651)
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STATEMENT OF DISBURSEMENTS 
 

 
FOR THE PERIOD ENDING DECEMBER 31, 

 2010 2009 2008 
Annuity Savings Fund:  
    Refunds to Members $9,895,023 $10,052,864 $12,377,338 
    Transfers to Other Systems 31,681,260 3,050,934 5,167,400 

Sub Total 41,576,283 13,103,798 17,544,738 

Annuity Reserve Fund:  
    Annuities Paid 67,318,269 61,226,023 57,539,991 
    Option B Refunds 1,050,452 994,912 1,036,627 

Sub Total 68,368,721 62,220,935 58,576,618 

Pension Fund:  
    Pensions Paid:  
       Regular Pension Payments 283,320,909 265,613,195 254,932,250
       Survivorship Payments 10,186,224 9,700,610 9,457,625 
       Ordinary Disability Payments 3,552,048 3,493,652 3,412,111 
       Accidental Disability Payments 64,689,059 60,141,556 54,148,410 
       Accidental Death Payments 12,961,221 13,092,065 13,125,019 
       Section 101 Benefits 2,507,270 2,488,666 2,501,057 
    3 (8) (c) Reimbursements to Other Systems 9,532,922 9,201,767 9,672,944 
    State Reimbursable COLA’s Paid 0 0 0 
    Chapter 389 Beneficiary Increase Paid 0 0 0 

Sub Total 386,749,653 363,731,511 347,249,416 

Military Service Fund:  
    Return to Municipality for Members Who 
       Withdrew Their Funds 0 0 0 

Expense Fund:  
    Board Member Stipend 18,623 13,448 15,057 
    Salaries 3,031,871 2,606,486 2,577,221 
    Legal Expenses 101,719 118,354 58,662 
    Medical Expenses 23,018 14,063 16,943 
    Travel Expenses 14,414 10,241 13,903 
    Administrative Expenses 1,470,662 1,540,028 533,000 
    Furniture and Equipment 13,736 42,063 237,703 
    Management Fees 15,648,221 10,971,663 13,505,629 
    Custodial Fees 333,988 330,520 305,304 
    Consultant Fees 592,121 615,600 603,811 
    Service Contracts 26,739 30,578 10,839 
    Fiduciary Insurance 206,950 192,860 193,662 

Sub Total 21,482,062 16,485,904 18,071,734 

Total Disbursements $518,176,719 $455,542,148 $441,442,506 
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INVESTMENT INCOME 
 

 
FOR THE PERIOD ENDING DECEMBER 31, 
2010 2009 2008 

Investment Income Received From:  
    Cash $261,332 $212,702 $862,180 
    Short Term Investments 119,607 1,618,155 1,588,469 
    Fixed Income 31,745,927 37,442,471 43,395,289 
    Equities 39,562,229 45,494,135 51,615,982 
    Pooled or Mutual Funds 32,847,527 10,958,728 16,286,276 
    Commission Recapture 27,567 6,153 144,974 

Total Investment Income 104,564,189 95,732,344 113,893,170 
Plus:  
    Realized Gains 132,029,610 114,357,905 18,401,136 
    Unrealized Gains 655,862,011 753,630,789 152,313,633 
    Interest Due and Accrued - Current Year 8,998,313 12,433,095 13,862,667 

Sub Total 796,889,934 880,421,789 184,577,436 

Less:  
    Paid Accrued Interest on Fixed Income Securities (6,316,863) (6,498,122) (7,542,933)
    Realized Loss (43,505,734) (34,344,272) (115,654,479)
    Unrealized Loss (301,601,566) (274,529,358) (1,328,864,088)
    Interest Due and Accrued - Prior Year (12,433,095) (13,862,667) (13,974,629)

Sub Total (363,857,258) (329,234,419) (1,466,036,129)

Net Investment Income (Loss) 537,596,865 646,919,714 (1,167,565,523)
Income Required:  
    Annuity Savings Fund 3,918,937 6,316,599 7,268,643 
    Annuity Reserve Fund 12,764,469 12,200,679 11,957,523 
    Military Service Fund 148 246 293 
    Expense Fund 21,482,062 16,485,904 18,071,734 

Total Income Required 38,165,616 35,003,428 37,298,193 
    Net Investment Income (Loss) 537,596,865 646,919,714 (1,167,565,523)

    Less:  Total Income Required 38,165,616 35,003,428 37,298,193 
Excess Income (Loss) To The Pension 

Reserve Fund $499,431,249 $611,916,286 ($1,204,863,716)
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SCHEDULE OF ALLOCATION OF INVESTMENTS OWNED 
 

(percentages by category) 
 

  AS OF DECEMBER 31, 2010 
 

MARKET VALUE 
PERCENTAGE 

OF TOTAL 
ASSETS 

    Cash $107,618,912 2.4%
    Short Term 75,535,015 1.7%
    Fixed Income 504,879,232 11.2%
    Equities 474,154,674 10.5%
    Pooled Domestic Equity Funds 563,090,774 12.5%
    Pooled International Equity Funds 742,531,638 16.5%
    Pooled Global Fixed Income Funds 178,938,677 4.0%
    Pooled Alternative Investment Funds 440,474,328 9.8%
    Pooled Real Estate Funds 272,658,926 6.0%
    PRIT Cash Fund 7,096,705 0.2%
    PRIT Core Fund 1,145,318,386 25.4%

Grand Total $4,512,297,268 100.0%
 

For the year ending December 31, 2010, the rate of return for the investments of the State-Boston 
Retirement System was 13.55%. For the five-year period ending December 31, 2010, the rate of 
return for the investments of the State-Boston Retirement System averaged 5.52%.  For the  
twenty-six year period ending December 31, 2010, since PERAC began evaluating the returns of the 
retirement systems, the rate of return on the investments of the State-Boston Retirement System 
was 9.29%. 
 
The composite rate of return for all retirement systems for the year ending December 31, 2010 
was 13.67%.  For the five-year period ending December 31, 2010, the composite rate of return for 
the investments of all retirement systems averaged 4.39%. For the twenty-six year period ending 
December 31, 2010, since PERAC began evaluating the returns of the retirement systems, the 
composite rate of return on the investments of all retirement systems averaged 9.46%. 
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SUPPLEMENTARY INVESTMENT REGULATIONS 
 
The State-Boston Retirement System submitted the following supplementary investment regulations, 
which were approved by the Public Employee Retirement Administration Commission on: 
 

June 16, 2011 
16.08 
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board is authorized to 
invest in Sterling Capital Partners IV.  The Board has been a satisfied investor in Sterling Capital’s 
three predecessor funds.  The management team and strategy are essentially the same.  The 
manager has submitted the required updated regulatory documents. 
 

June 6, 2011 
16.08 
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board is authorized to 
invest in the Siguler Guff Distressed Opportunities Fund IV.  The Board has been a satisfied investor 
in Siguler Guff’s three predecessor funds.  The investment strategy and portfolio management team 
are essentially unchanged.  The manager has submitted the required updated regulatory documents. 
 

June 25, 2010 
16.08 
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board is authorized to 
invest in Westech Investment Advisors Inc.’s Venture Lending & Leasing VI.  The Board has been a 
satisfied investor in the manager’s three predecessor funds with similar strategy and the same 
management team, and it has submitted the required updated documents. 
 

May 25, 2010 
16.08 
The State-Boston Retirement Board is authorized to invest in the RhumbLine Core Bond Pooled 
Index Fund on a temporary basis.  This investment is necessary as a result of unanticipated delays in 
final passage of the legislation intended to split the assets attributable to the Teachers and non-
Teachers.  As a result of its existing relationship with RhumbLine, the Board, in conjunction with its 
investment consultant, determined that a temporary investment in the firm’s bond index fund was 
the most effective and efficient means to invest the $253 million in unanticipated cash. 
 

February 3, 2010 
16.08 
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board is authorized to 
invest in the Audax Mezzanine Fund III.  The Board has been a satisfied investor in Audax Group’s 
immediate predecessor fund.  The manager has submitted updated regulatory documents and other 
relevant information 
 

February 1, 2010 
16.08 
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board is authorized to 
invest in Lexington Capital Partners VII.  The Board has been a satisfied investor in the manager’s 
predecessor fund.  Lexington Capital Partners has submitted the appropriate updated regulatory 
documents. 
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December 15, 2009 
(1) Notwithstanding the provisions of the Public Employee Retirement Administration Commission 
regulations, the State-Boston Retirement Board may invest funds of the State-Boston Retirement 
System (the “System”) in the fund known as TA Realty Associates Fund IX (consisting of Realty 
Associates Fund IX Corporation and The Realty Associates Fund IX, L.P., collectively, the “Fund”), 
and while the assets of the System are so invested, the assets of the System shall be deemed to 
include, for purposes of applying the rules set forth in 840 CMR 16.00 et seq., 17.00 et seq., and 840 
CMR 21.01, the System’s interest in the Fund but not any of the underlying assets of the Fund; 
provided that, at all times, either (A) less than twenty-five percent (25%) of each class of equity 
interest in the Fund is held by “benefit plan investors” (within the meaning of the Employee 
Retirement Income Security Act of 1974, as amended (“ERISA”) and the regulations promulgated 
thereunder), or (B) the Fund qualifies as a “venture capital operating company” and/or “real estate 
operating company” within the meaning of ERISA and the regulations promulgated thereunder.  
(2) The limitations and restrictions of 840 CMR Section 19.01(6) shall not apply to the Fund for the 
two-year period commencing on the date of the Fund’s initial investment. 
 

October 26, 2009 
21.01(1)(2) 
In executing its strategy, the J.P. Morgan Large Cap Core 130/30 Fund may (1) execute short sales 
in an amount of approximately 30% of the portfolio’s net market value and purchase additional 
stocks with these proceeds and (2) purchase stocks on margin.  Total market exposure will be 
approximately 1.0. 
 

October 22, 2009 
21.01(1)(2) 
In the 130/30 Enhanced Large Cap Equity Fund, D.E. Shaw Investment Management will maintain 
total market exposure of 1.0 time but it may execute short sales in an amount of approximately 
30% of the account’s net market value and purchase additional stocks with the proceeds of these 
sales.  The manager may also purchase stocks on margin. 
 

April 13, 2009 
The State-Boston Retirement Board is authorized to increase its private equity target allocation 
from 5.0% to 7.5%.  This adjustment is necessary because of changes in the Board’s investment 
portfolio as a result of the implementation of pending legislation. 
 

February 25, 2008  
16.08  
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board may invest in 
Lexington Middle Market Investors II, L.P.  The Board has been a satisfied investor in Lexington  
 

Middle Market Investors’ first fund as well as the two private equity partnerships managed by 
Lexington Capital Partners.  The manager has submitted updated regulatory documents. 
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January 18, 2008 
16.08  
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board is authorized to 
invest in the Sigular Guff Distressed Opportunities Fund III.  The Board has been a satisfied investor 
in the manager’s two previous partnerships.  Performance has been favorable and there is no 
substantive change in the management team or in its strategy.  The manager has submitted updated 
regulatory documents. 
  

October 29, 2007 
The State-Boston Retirement Board may invest up to 7.5% of its portfolio assets in hedge funds of 
funds selected through its own competitive processes.  This exception from the Commission’s 5% 
limit is based on the Board’s four-year record of successful investment in hedge fund of funds.  All 
hedge funds of funds selected under this supplementary regulation must comply with PERAC’s 
guidelines for hedge fund investment. 
  

October 3, 2007 
16.08  
In accordance with Investment Guideline 99-2, the State-Boston Retirement Board is modifying its 
real estate management mandate with Urdang Capital Management.  Rather than continuing to fund 
its existing separate account, the Board will initiate investment in the Urdang Value Added Fund II, a 
commingled fund with the same basic strategy and objective.  The new fund will offer greater 
efficiencies to the Board from both an investment and an administrative viewpoint. 
 

September 19, 2007 
16.08   
The State-Boston Retirement Board may invest in LaSalle Income & Growth Fund V.  The Board has 
been a satisfied investor in LaSalle Income & Growth Fund III and over half the invested proceeds of 
that investment have been returned to the Board.  There have been no substantive changes in the 
management team or in fund strategy.  The Board has submitted the required regulatory 
documents. 
 

June 27, 2007 
16.08   
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board is authorized to 
invest in Sterling Capital Partners III.  The Board has been a satisfied investor in SCP’s two 
predecessor funds.  Performance has been good, the management team is intact, and the strategy is 
consistent.  The Board has submitted the required regulatory documents. 
 

March 21, 2007 
Notwithstanding the provisions of the Public Employee Retirement Administration Commission 
regulations, the State-Boston Retirement Board may invest the funds of the Retirement System (the 
“System”) in the fund known as INVESCO Core Real Estate USA, LLC (the “Fund”), and effective as 
of the date of the initial investment by the System of any of its assets in the Fund, while the assets of 
the System are so invested, the assets of the System shall be deemed to include, for purposes of 
applying the rules set forth in 840 CMR 16.00 et seq. and 17.00 et seq., the System’s interest in the 
Fund but not any of the underlying assets of the Fund; provided that, at all times, the Fund qualified 
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as a “venture capital operating company” within the meaning of the Employee Retirement Income 
Security Act of 1974, as amended, and the regulations promulgated there under. 
 

February 5, 2007 
16.08   
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board is authorized to 
invest in MPM Asset Management’s MPM BioVentures IV, L.P.  The Board has been a satisfied 
investor in the predecessor fund, MPM BioVentures III, L.P. and has submitted updated regulatory 
documents pertaining to this investment. 
 

January 29, 2007  
16.08   
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board is authorized to 
invest in Westech Investment Advisors’ Venture Lending & Leasing V, LLC.  The Board has been a 
satisfied investor in the manager’s two previous partnerships, the management team and strategy 
remain the same, and the board has submitted the required regulatory documents. 
 

December 20, 2006 
16.08  
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board is authorized to 
invest in Blue Point Capital Partners II, L.P.  The Board has been a satisfied investor in Blue Point 
Capital Partners, L.P. and the new fund has the same strategy and management group.  The manager 
has submitted an updated Exemption Application and Disclosure Statement. 
 

December 4, 2006 
16.08   
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board is authorized to 
invest in the Standard Life European Strategic Partners Fund 2006.  The Board has been a satisfied 
investor in Standard Life’s first ESP Fund (2000) and the basic strategy as well as the management 
team are essentially the same.  The manager has submitted the required updated regulatory 
documents. 
 

April 28, 2006 
16.08  
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board is authorized to 
invest in Thomas H. Lee Equity Fund VI.  The Board has been a satisfied investor in Thomas H. Lee 
Equity Fund V, as well as two earlier Thomas H. Lee partnerships. 
 

March 21, 2006 
16.08   
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board is authorized to 
invest in Audax Mezzanine Fund II, L.P.  The Board has been an investor in Audax Mezzanine Fund I, 
L.P., which has similar strategy and the same management team, and returns have been favorable to 
date.  The manager has submitted the required undated regulatory documents. 
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January 27, 2006 
16.08   
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board is authorized to 
invest in Lexington Capital Partners VI, L.P.  The Board has been a satisfied investor in Lexington 
Capital Partners V and the new fund has the same strategy and management group.  The manager 
has submitted an updated Exemption Application and Disclosure Statement. 
 

June 14, 2005 
16.08   
In accordance with PERAC Investment Guideline 99-3, the State-Boston Retirement Board is 
authorized to invest in the Sigular Guff Distressed Opportunities Fund II.  The Board has been a 
satisfied investor in Sigular Guff Distressed Opportunities Fund I, the new fund has essentially the 
same management team and strategy as the existing one, and the Board has submitted all the 
required regulatory documents. 
 

June 14, 2005 
16.08   
In accordance with PERAC Investment Guideline 99-3, the State-Boston Retirement Board is 
authorized to invest in the Sterling Capital Partners II.  The Board has been a satisfied investor in 
Sterling Capital Partners I, the new fund has essentially the same strategy and management team, 
and the Board has submitted all the required regulatory documents. 
 

June 1, 2005 
16.08   
In accordance with PERAC Investment Guideline 99-3, the State-Boston Retirement Board is 
authorized to invest in Lexington Middle Market Investors, LP.  The Board has been a satisfied 
investor in Lexington Advisors’ predecessor fund, Lexington Capital Ventures V, which has had 
excellent performance to date.  The new fund, focusing on middle market U.S. buyout funds, is 
more narrowly focused than the previous fund but will be managed by the same investment team 
under similar strategic investment principles. 
 

October 27, 2004  
21.01 
For the sole purpose of the State-Boston Retirement Board's investment in Ivy Asset Management's 
Maplewood Associates, II, LP, the provisions of 840 CMR 21.01(1), 21.01(2), 21.02(3), 21.01(5), and 
21.01(6) shall not apply. 
 

October 27, 2004  
21.01 
For the sole purpose of the State-Boston Retirement Board's investment in Mesirow Advanced 
Strategies’ Absolute Return Fund, the provisions of 840 CMR 21.01(1), 21.01(2), 21.02(3), 21.01(5), 
and 21.01(6) shall not apply. 
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October 27, 2004  
21.01 
For the sole purpose of the State-Boston Retirement Board's investment in Arden Asset 
Management's Endowment Advisors Fund, the provisions of 840 CMR 21.01(1), 21.01(2), 21.02(3), 
21.01(5), and 21.01(6) shall not apply. 
 

October 12, 2004 
16.08   
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board is authorized to 
invest in Sanderling Ventures VI.  The Board has been a satisfied investor in the predecessor fund, 
Sanderling Ventures V, and the new fund has the same investment strategy and management team as 
the existing one. 
 

October 12, 2004 
16.08   
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board is authorized to 
invest in Prudential Capital Partners II.  The Board has been a satisfied investor in the predecessor 
fund, Prudential Capital Partners I, and the new fund has the same investment strategy and 
management team as the existing one. 
 

March 8, 2004 
16.08  
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board may invest in 
Venture Lending & Leasing IV.  The Board has been a satisfied investor in the predecessor fund, 
Venture Lending & Leasing III, and has submitted updated regulatory documents pertaining to this 
investment. 
 

March 14, 2003 
16.08   
The State-Boston Retirement Board may commit up to $8,559,510 to the Hearthstone Multi-State 
Residential Value-Added Fund III.  This represents the amount committed to but not yet called in 
the Board’s investment in the predecessor fund, Hearthstone MS II.   
 

The State-Boston Retirement Board may commit $10,000,000 to the LaSalle Income and Growth 
Fund III.  Funds from this investment will come totally from return of capital from the Board’s 
investment in the predecessor fund, LaSalle II. 
 

February 4, 2003 
16.08   
In accordance with Investment Guideline 99-3, the State-Boston Retirement Board may invest in the 
Vanguard VI Annex Fund, LP.  This Annex Fund has recently been opened and is essentially a follow-
on investment to the Vanguard VII Fund in which the State-Boston Retirement Board has been 
invested since 2000.  The Board has had a satisfactory relationship with Vanguard and has submitted 
the required documentation relative to this new investment. 
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March 24, 2000 
16.08   
The State-Boston Retirement Board may invest in the Thomas H. Lee Equity Fund V, L.P.  The 
Board has invested in three prior Thomas H. Lee partnerships and has submitted the appropriate 
data and documents in support of this request. 
 

February 7, 2000 
16.08   
In accordance with PERAC Investment Guideline 99-3, the State-Boston Retirement Board may 
invest in Thomas H. Lee Putnam Internet Partners, L.P.  The Board has been a participant in two 
previous Thomas H. Lee Partnerships with very satisfactory returns.  The management team for this 
partnership is the same entity as the previous ones; the name change refers to a corporate 
reorganization under which Putnam Investments, Inc. now owns 25% of the capital interests.  The 
technology focus of the new partnership will provide diversification to the Board’s private equity 
investments in that the previous partnerships have focused on more traditional industries. 
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NOTES TO FINANCIAL STATEMENTS 
 

NOTE 1 – SUMMARY OF PLAN PROVISIONS 
  
The plan is a contributory defined benefit plan covering all State-Boston Retirement System member 
unit employees deemed eligible by the retirement board,  
 
ADMINISTRATION  

 
There are 105 contributory retirement systems for public employees in 
Massachusetts. Each system is governed by a retirement board, and all boards, 
although operating independently, are governed by Chapter 32 of the Massachusetts 
General Laws. This law in general provides uniform benefits, uniform contribution 
requirements, and a uniform accounting and funds structure for all systems. 
 

PARTICIPATION  
 
Participation is mandatory for all full-time employees. Eligibility with respect to part-
time, provisional, temporary, seasonal, or intermittent employment is governed by 
regulations promulgated by the retirement board, and approved by PERAC. 
Membership is optional for certain elected officials. 
 
There are 3 classes of membership in the Retirement System: 
 
 Group 1:   
 
General employees, including clerical, administrative, technical, and all other employees 
not otherwise classified. 
 
 Group 2:  
 
Certain specified hazardous duty positions. 
 
 Group 4:  
 
Police officers, firefighters, and other specified hazardous positions. 
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NOTES TO FINANCIAL STATEMENTS (Continued) 
 
MEMBER CONTRIBUTIONS 

 
Member contributions vary depending on the most recent date of membership: 

 
Prior to 1975:       5% of regular compensation 
1975 - 1983:         7% of regular compensation 
1984 to 6/30/96:     8% of regular compensation 
7/1/96 to present:     9% of regular compensation 
1979 to present:   an additional 2% of regular compensation in 

excess of $30,000. 
 

RATE OF INTEREST 
 
Interest on regular deductions made after January 1, 1984 is a rate established by 
PERAC in consultation with the Commissioner of Banks. The rate is obtained from 
the average rates paid on individual savings accounts by a representative sample of at 
least 10 financial institutions. 
 

RETIREMENT AGE  
 
The mandatory retirement age for some Group 2 and Group 4 employees is age 65. 
Most Group 2 and Group 4 members may remain in service after reaching age 65. 
Group 4 members who are employed in certain public safety positions are required 
to retire at age 65. There is no mandatory retirement age for employees in Group 1. 
 

SUPERANNUATION RETIREMENT 
 
A member is eligible for a superannuation retirement allowance (service retirement) 
upon meeting the following conditions: 
 

•  completion of 20 years of service, or 
 
•  attainment of age 55 if hired prior to 1978, or if classified in Group 4, or 
 
•  attainment of age 55 with 10 years of service, if hired after 1978, and if   

classified in Group 1 or 2  
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NOTES TO FINANCIAL STATEMENTS (Continued) 
 
 

AMOUNT OF BENEFIT  
 
A member’s annual allowance is determined by multiplying average salary by a benefit 
rate related to the member’s age and job classification at retirement, and the resulting 
product by his creditable service. The amount determined by the benefit formula 
cannot exceed 80% of the member’s highest three year average salary. For veterans 
as defined in G.L. c. 32, § 1, there is an additional benefit of $15 per year for each 
year of creditable service, up to a maximum of $300. 
 

• Salary is defined as gross regular compensation. For employees who 
become members after January 1, 2011, regular compensation is limited 
to 64% of the federal limit found in 26 U.S.C. 401(a)(17). 

 
• Average Salary is the average annual rate of regular compensation received 

during the 3 consecutive years that produce the highest average, or, if 
greater, during the last three years (whether or not consecutive) 
preceding retirement. 

 
• The Benefit Rate varies with the member’s retirement age, but the highest 

rate of 2.5% applies to Group 1 employees who retire at or after age 65, 
Group 2 employees who retire at or after age 60, and to Group 4 
employees who retire at or after age 55. A .1% reduction is applied for 
each year of age under the maximum age for the member’s group. For 
Group 2 employees who terminate from service under age 55, the benefit 
rate for a Group 1 employee shall be used. 

 
DEFERRED VESTED BENEFIT  

 
A participant who has completed 10 or more years of creditable service is eligible for 
a deferred vested retirement benefit.  
 
The participant’s accrued benefit is payable commencing at age 55, or the completion 
of 20 years, or may be deferred until later at the participant’s option. 
 

WITHDRAWAL OF CONTRIBUTIONS 
 
Member contributions may be withdrawn upon termination of employment. The 
interest rate for employees who first become members on or after January 1, 1984 
who voluntarily withdraw their contributions with less than 10 years of service will be 
3%.  Interest payable on all other withdrawals will be set at regular interest. 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

 
DISABILITY RETIREMENT   

 

The Massachusetts Retirement Plan provides 2 types of disability retirement benefits: 
 

ORDINARY DISABILITY 
 

Eligibility: Non-veterans who become totally and permanently disabled by reason of 
a non-job related condition with at least 10 years of creditable service (or 15 years 
creditable service in systems in which the local option contained in G.L. c. 32, § 6(1) 
has not been adopted). 
 

Veterans with ten years of creditable service who become totally and permanently 
disabled by reason of a non-job related condition prior to reaching “maximum age”. 
“Maximum age” applies only to employees classified in Group 4 who are subject to 
mandatory retirement. 
 

Retirement Allowance: Equal to the accrued superannuation retirement benefit as 
if the member was age 55. If the member is a veteran, the benefit is 50% of the 
member’s final rate of salary during the preceding 12 months, plus an annuity based 
upon accumulated member contributions plus credited interest. If the member is over 
age 55, he or she will receive not less than the superannuation allowance to which he 
or she is entitled. 

 
ACCIDENTAL DISABILITY  

 

Eligibility: Applies to members who become permanently and totally unable to 
perform the essential duties of the position as a result of a personal injury sustained 
or hazard undergone while in the performance of duties. There are no minimum age 
or service requirements.  
 

Retirement Allowance: 72% of salary plus an annuity based on accumulated 
member contributions, with interest. Any member injured while working out of title 
retiring after July 1, 2009, has such allowance based on the salary of the permanent 
title held on the day of injury. This amount is not to exceed 100% of pay. For those 
who became members in service after January 1, 1988 or who have not been 
members in service continually since that date, the amount is limited to 75% of pay. 
There is an additional pension of $751.80 per year (or $312 per year in systems in 
which the local option contained in G.L. c. 32, § 7(2)(a)(iii) has not been adopted), per 
child who is under 18 at the time of the member’s retirement, with no age limitation 
if the child is mentally or physically incapacitated from earning. The additional pension 
may continue up to age 22 for any child who is a full time student at an accredited 
educational institution. An additional $15.00 per year of service, not to exceed $300 
annually may be added to the benefit in systems in which the local option contained in 
G.L. 32, S 7(2)(e) has been adopted.  
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ACCIDENTAL DEATH  
 
Eligibility: Applies to members who die as a result of a work-related injury or if the 
member was retired for accidental disability and the death was the natural and 
proximate result of the injury or hazard undergone on account of which such 
member was retired.  
 
Allowance: An immediate payment to a named beneficiary equal to the accumulated 
deductions at the time of death, plus a pension equal to 72% of current salary and 
payable to the surviving spouse, dependent children or the dependent parent, plus a 
supplement of $751.80 per year, per child (or $312 per year in systems in which the 
local option contained in G.L. c. 32, §. 9(2)(d)(ii) has not been adopted) payable to the 
spouse or legal guardian until all dependent children reach age 18 or 22 if a full time 
student, unless mentally or physically incapacitated. 
 
The surviving spouse of a member of a police or fire department or any corrections 
officer who, under specific and limited circumstances detailed in the statute, suffers an 
accident and is killed or sustains injuries resulting in his death, may receive a pension 
equal to the maximum salary for the position held by the member upon his death.  
 
In addition, an eligible family member may receive a one time payment of $100,000 
from the State Retirement Board. 

 
DEATH AFTER ACCIDENTAL DISABILITY RETIREMENT  

 
Effective November 7, 1996, Accidental Disability retirees were allowed to select 
Option C at retirement and provide a benefit for an eligible survivor. For Accidental 
Disability retirees prior to November 7, 1996, who could not select Option C, if the 
member’s death is from a cause unrelated to the condition for which the member 
received accidental disability benefits, a surviving spouse will receive an annual 
allowance of $6,000. For Systems that accept the provisions of Section 28 of Chapter 
131 of the Acts of 2010, the amount of this benefit is $9,000. 
 

DEATH IN ACTIVE SERVICE  
 
Allowance: An immediate allowance equal to that which would have been payable 
had the member retired and elected Option C on the day before his or her death. 
For death occurring prior to the member’s superannuation retirement age, the age 55 
benefit rate is used. The minimum annual allowance payable to the surviving spouse of 
a member in service who dies with at least two years of creditable service is $3,000, 
provided that the member and the spouse were married for at least one year and 
living together on the member’s date of death. 
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NOTES TO FINANCIAL STATEMENTS (Continued) 
 
The surviving spouse of such a member in service receives an additional allowance 
equal to the sum of $1,440 per year for the first child, and $1,080 per year for each 
additional child until all dependent children reach age 18 or 22 if a full time student, 
unless mentally or physically incapacitated. 
 

COST OF LIVING 
 
If a system has accepted Chapter 17 of the Acts of 1997, and the Retirement Board 
votes to pay a cost of living increase (COLA) for that year, the percentage is 
determined based on the increase in the Consumer Price Index used for indexing 
Social Security benefits, but cannot exceed 3.0%. Section 51 of Chapter 127 of the 
Acts of 1999, if accepted, allows boards to grant COLA increases greater than that 
determined by CPI but not to exceed 3.0%. The first $12,000 of a retiree’s total 
allowance is subject to a COLA. The total COLA for periods from 1981 through 
1996 is paid for by the Commonwealth of Massachusetts. 
 
Under the provisions of Chapter 32, § 103(j) inserted by Section 19 of Chapter 188 of 
the Acts of 2010, systems may increase the maximum base on which the COLA is 
calculated in multiples of $1,000.  Presently that amount is $12,000.  Each increase 
must be accepted by a majority vote of the Retirement Board and approved by the 
legislative body. 
 

METHODS OF PAYMENT 
 
A member may elect to receive his or her retirement allowance in one of 3 forms of 
payment. 
 
Option A: Total annual allowance, payable in monthly installments, commencing at 
retirement and terminating at the member’s death. 
 
Option B: A reduced annual allowance, payable in monthly installments, commencing 
at retirement and terminating at the death of the member, provided, however, that if 
the total amount of the annuity portion received by the member is less than the 
amount of his or her accumulated deductions, including interest, the difference or 
balance of his accumulated deductions will be paid in a lump sum to the retiree’s 
beneficiary or beneficiaries of choice. 
 
Option C: A reduced annual allowance, payable in monthly installments, commencing 
at retirement. At the death of the retired employee, 2/3 of the allowance is payable to 
the member’s designated beneficiary (who may be the spouse, or former spouse who 
is unmarried at the time of retirement for a member whose retirement becomes  
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NOTES TO FINANCIAL STATEMENTS (Continued) 

 
effective on or after February 2, 1992, child, parent, sister, or brother of the 
employee) for the life of the beneficiary. For members who retired on or after 
January 12, 1988, if the beneficiary pre-deceases the retiree, the benefit payable 
increases (or “pops up” to Option A) based on the factor used to determine the 
Option C benefit at retirement. For members who retired prior to January 12, 1988, 
if the System has accepted Section 288 of Chapter 194 of the Acts of 1998 and the 
beneficiary pre-deceases the retiree, the benefit payable “pops up” to Option A in the 
same fashion. The Option C became available to accidental disability retirees on 
November 7, 1996. 
 

ALLOCATION OF PENSION COSTS  
 
If a member’s total creditable service was partly earned by employment in more than 
one retirement system, the cost of the "pension portion" is allocated between the 
different systems pro rata based on the member’s service within each retirement 
system. 
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NOTES TO FINANCIAL STATEMENTS (Continued) 
 

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES  
  
The accounting records of the System are maintained on a calendar year basis in accordance with 
the standards and procedures established by the Public Employee Retirement Administration 
Commission.  
  
Cash accounts are considered to be funds on deposit with banks and are available upon demand. 
 
Short Term Investments are highly liquid investments that will mature within twelve months from 
the date of acquisition.  
 
Investments are reported at their fair value. Securities traded on recognized exchanges are valued at 
the most recent sales price at year end. If no sale was reported, the mean of the bid and asked price 
is used when available, or the most recent bid price. Mutual, commingled and pooled funds are 
valued based on the net asset or unit value at year end. Real estate and alternative investments are 
valued based on estimates provided by the managers of those respective investments.  Purchases 
and sales of securities are reflected on the date the trade is initiated. Realized gain or loss is largely 
based on the difference between the cost or the value at the prior year end and the funds realized 
upon liquidation. Dividend income is generally recorded when received. Interest income is recorded 
as earned on an accrual basis. Income from alternative investments is recorded as reported by the 
managing partner. Appreciation or depreciation in the value of investments consists of the 
unrealized gains and losses reported as the difference between the previous period and the current 
value.  
 
The system makes estimates and assumptions that affect the reported values of assets and liabilities 
and the reported amounts added and deducted during the reporting periods. The fair market value 
of real estate and alternative investment holdings are generally estimated in the absence of reliable 
exchange values. The actual funds realized upon liquidation may differ from these estimates.  
 
The provisions of Massachusetts General Laws Chapter 32, § 23 (2) generally govern the investment 
practices of the system. The Board retains an investment consultant to closely monitor the 
implementation and performance of their investment strategy and advise them of the progress 
toward full funding of the system. That strategy seeks to balance the exposure to common deposit 
and investment risks related to custody, credit concentrations, interest rate and foreign currency 
fluctuations. 
 
Operating expenses include the ordinary and necessary cost of investment and professional services 
and the other miscellaneous administrative expenses of the system.  
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NOTES TO FINANCIAL STATEMENTS (Continued) 
 
The Annuity Savings Fund is the fund in which members' contributions are deposited.  Voluntary 
contributions, re-deposits, and transfers to and from other systems, are also accounted for in this 
fund.  Members’ contributions to the fund earn interest at a rate determined by PERAC.  Interest 
for some members who withdraw with less than ten years of service is transferred to the Pension 
Reserve Fund.  Upon retirement, members’ contributions and interest are transferred to the 
Annuity Reserve Fund.  Dormant account balances must be transferred to the Pension Reserve 
Fund after a period of ten years of inactivity.  
  
The Annuity Reserve Fund is the fund to which a member’s account is transferred upon retirement 
from the Annuity Savings Fund and Special Military Service Credit Fund.  The annuity portion of the 
retirement allowance is paid from this fund.  Interest is credited monthly to this fund at the rate of 
3% annually on the previous month's balance. 
 
The Special Military Service Credit Fund contains contributions and interest for members while on a 
military leave for service in the Armed Forces who will receive creditable service for the period of 
that leave.   
 
The Expense Fund contains amounts transferred from investment income for the purposes of 
administering the retirement system. 
 
The Pension Fund contains the amounts appropriated by the governmental units as established by 
PERAC to pay the pension portion of each retirement allowance. 
 
The Pension Reserve Fund contains amounts appropriated by the governmental units for the 
purposes of funding future retirement benefits.  Any profit or loss realized on the sale or maturity 
of any investment or on the unrealized gain of a market valued investment as of the valuation date is 
credited to the Pension Reserve Fund.  Additionally, any investment income in excess of the amount 
required to credit interest to the Annuity Savings Fund, Annuity Reserve Fund, and Special Military 
Service Credit Fund is credited to this Reserve account. 
 
The Investment Income Account is credited with all income derived from interest and dividends of 
invested funds.  At year-end the interest credited to the Annuity Savings Fund, Annuity Reserve 
Fund, Expense Fund, and Special Military Service Credit Fund is distributed from this account and 
the remaining balance is transferred to the Pension Reserve Fund. 
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NOTES TO FINANCIAL STATEMENTS (Continued) 
 

NOTE 3 - SUPPLEMENTARY MEMBERSHIP REGULATIONS 
 

The State-Boston Retirement System submitted the following supplementary membership 
regulations, which were approved by the Public Employee Retirement Administration Commission 
on: 
 

July 28, 2008 
The State-Boston Retirement board will hold its election for two retirement board seats on one 
ballot with the top two vote getters declared the winners since both terms are for three years and 
expire on the same date. 
 

February 22, 2006   
Rule 2005-4: Effective Date of Retirement for Teachers Under 10-Month Contract 
If a member is in service until the school in which he is employed closes for the school year, his 
retirement shall not take effect earlier than (sic) 12 o’clock midnight on June 30 irrespective of any 
earlier date, which may be designated on his application. 
 

June 10, 2005  
13.01  Purpose  
The purpose of 807 CMR 13.00 is to bring certainty and definiteness to the requirements of G.L. c. 
32, § 5(4) governing the election to participate in the enhanced superannuation retirement plan 
provided in that statute for Transferees.  Specifically, the purpose is to clarify the election 
opportunities available to  
 

(1) members transferring into the Massachusetts Teachers’ Retirement System (“System”) who have 
already made an election into RetirementPlus;  
 

(2)  members who have taken refunds; and  
 

(3) members transferring out of the System, consistent with the statutory requirement that all such 
elections be irrevocable. 
 
13.02  Definitions  
For purposes of 807 CMR 13.00, the following terms shall have the following meanings: 
 

“Election Opportunity” shall mean the 180-day election “window” available to Transferees in G.L. c. 
32, § 5(4). Said election “window” shall begin on the date when the System receives the transfer of 
the member’s account from the other contributory retirement system. 
 

“RetirementPlus” shall mean the enhanced superannuation retirement allowance provided for in 
G.L. c. 32, § 5(4). This term includes the Teachers’ Alternate Retirement Program (“TARP”) of the 
State-Boston Retirement System. 
 

“Transferee” shall mean any member of another chapter 32 Massachusetts contributory retirement 
system who is transferring his or her membership to the System, or a member of the System who is 
transferring to another c. 32 contributory retirement system. 
June 10, 2005 (continued) 
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13.03  Refunds  
(a) Any member who takes a refund of accumulated total deductions pursuant to G.L. c. 32, § 10(4) 
and after July 1, 2001 re-establishes membership with the System or the State-Boston Retirement 
System shall be a mandatory participant in RetirementPlus.  Any member who takes a refund of 
accumulated total deductions pursuant to G.L. c. 32, § 10(4) and after July 1, 2001 re-establishes 
membership with another contributory retirement system, and later transfers to the System, shall 
be treated like any other Transferee. 
 

13.04  Transfers In 
(a) Except as provided below, any Transferee into the System shall have an Election Opportunity. 
(b) Because an election opportunity is irrevocable, any Transferee into the System who, since 
his/her date of membership (or re-establishment of membership after a refund), has made an 
election to participate or not participate in RetirementPlus (or who failed to so elect when an 
opportunity was available), shall not have another Election Opportunity. The rights of such a 
Transferee shall be governed by his or her previous election or non-election. 
(c) Any Transferee into the System who is or was a mandatory participant in RetirementPlus shall 
not have an Election Opportunity. 
 

13.05 Transfers Out 
In transferring a Transferee’s account to another contributory retirement system, the System will 
transfer the entire account and break out for the other retirement system the “excess” 
contributions over the normal retirement contribution rate. 
 

October 2, 2002 
Credit for service rendered as Part-Time member 
Rule 2000-5: Retirement Credit for Service Rendered As a Part-Time Member 
 

(1) A member whose entire service is in a part-time position shall receive one year of creditable 
service for each year worked provided the member works the number of hours required by the 
position held. 
 

(2) A member employed on a part-time basis who becomes full-time shall receive credit for his 
part-time service on a pro-rated basis as it relates to a full-time position. 
 

(3) A member employed on a full-time basis who becomes part-time shall receive credit for his 
part-time service on a pro-rated basis as it relates to a full-time position. 
 

(4) Part-time membership service performed on or before November 21, 2000 shall be credited 
with full-time service.  Thereafter, all part-time service shall receive credit in accordance with the 
rules stated in this regulation. 
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January 26, 2001  
Teachers & Credible Service 
Rule 2001-1: Teachers in the Public Schools of the City Of Boston 
A "teacher," is any person employed under a contract with the Boston School Committee on a basis 
of not less than half-time service who 
 

(a) is deemed to be a teacher by the Boston School Committee and 
 

(b) performs services in a job title included in or substantially similar to those enumerated in Mass. 
Gen. Laws. c. 32, § 1, paragraph 55 ("Teacher") or Mass. Gen. Laws. c.71, § 38G, paragraph 19, and 
 

(c) (i) holds a certificate required by the Board of Education of the Commonwealth or 
     (ii) has been granted a waiver pending certification by the Board of Education, or 
     (iii) has been approved as an apprentice teacher in accordance with the provisions of St. 1985, c. 

188, § 21 or 
     (iv) is exempted from the requirement of certification by the Commissioner of Education upon 

the request of the superintendent or by law or regulation. 
 
Rule 2000-5: RETIREMENT CREDIT FOR SERVICE RENDERED AS A PART-TIME MEMBER 
 

(1) A member whose entire service is in a part-time position shall receive one year of creditable 
service for each year worked provided the member works the number of hours required by the 
position held. 
 

(2) A member employed on a part-time basis who becomes full-time shall receive credit for his 
part-time service on a pro-rated basis as it relates to a full-time position. 
 

(3) A member employed on a full-time basis who becomes part-time shall receive credit for his 
part-time service on a pro-rated basis as it relates to a full-time position. 
 

(4) Any member employed on a part-time basis on or before November 21, 2000, shall receive 
creditable service as though full-time creditable service had been performed. 
 

September 27, 2000  
Maternity Service Purchase 
State-Boston Retirement Rule 2000-2 regulates the buyback of up to four years of maternity leave 
by teachers who are members of the State-Boston Retirement System, as permitted by G.L. c. 32, § 
4(1)(g-1/2), which was inserted by Chapter 114 of the Acts of 1999. 
 

June 9, 1999  
Buy-backs Of Military Service 
Upon receipt of a member’s application for military credit under c. 71 of the Acts of 1996, the 
Board shall further prepare a bill for the cost of the buyback.  Upon the member’s receipt of a bill 
for the military service credit, the member must within 60 days of receipt of the bill, either (i) pay 
the bill in full or (ii) enter into a payment schedule for full payment of the bill. Payment schedules for 
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the buyback of military service credit shall be available to a member whose buyback bill exceeds 
$1,000.00.  Payment schedules must be completed within a five-year period or before the member 
retires, whichever comes first.  No interest shall be charged over the period of the payment 
schedule.  The Board may extend the five-year maximum payment period upon a showing by the 
member that the monthly payment amount for a five-year period would create an undue hardship 
upon the member. 
 

September 17, 1996 
Election rules 
Supplementary rule relating to procedures for board election under c. 306 approved. 
 

March 26, 1991 
Form 
Approval of “Disability Retiree Medical Questionnaire” for use by Board in processing cases under 
G.L. c. 32, § 8. 
 

November 28, 1990 
Form 
Approval of “Disability Retiree Employment and Earnings Form” for use by Board. 
 

June 20, 1990 
Election rules 
Supplementary rule authorizing a 60 day notice period for the retirement board election approved. 
 

November 9, 1987  
Creditable Service  
In the case of any member who established credit for part time service rendered in a governmental 
unit covered by this system prior to his or her current period of membership, such credit will be 
allowed for the amount of actual service rendered as it bears to full-time service for the same or 
similar position. 
 

January 6, 2004 
Travel Regulations 
The State-Boston Retirement System has adopted Travel Supplemental Regulations under the 
provisions of M.G.L. c.7, § 50 and M.G.L. c.32, § 21(4).  These regulations are available upon written 
request and also available on the PERAC website 
 (http://www.mass.gov/perac/03travelreg/bostontravelreg.html). 
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NOTE 4 - ADMINISTRATION OF THE SYSTEM  
  
The System is administered by a five-person Board of Retirement consisting of the City Auditor 
who shall be a member ex-officio, a second member appointed by the governing authority, a third 
and fourth member who shall be elected by the members in or retired from the service of such 
system, and a fifth member appointed by the other four board members.  
  
Ex-officio Member:  Sally D. Glora   
     
Appointed Member: Diane Bissonnette Moes Until a successor is appointed 
   
Elected Member: Sean Kelly, Chairman Term Expires: 09/30/2014 
    
Elected Member: Michael Mc Laughlin Term Expires: 09/30/2014 
     
Appointed Member: Robert Smyth Term Expires: 01/15/2012 
  
The Board members are required to meet at least once a month.  The Board must keep a record of 
all of its proceedings.  The Board must annually submit to the appropriate authority an estimate of 
the expenses of administration and cost of operation of the system.  The Board must annually file a 
financial statement of condition for the system with the Executive Director of PERAC.  
  
The investment of the system’s funds is the responsibility of the Board.  All retirement allowances 
must be approved by the Retirement Board. The PERAC Actuary performs verification prior to 
payment, unless the system has obtained a waiver for superannuation calculations allowing them to 
bypass this requirement.  All expenses incurred by the System must be approved by a majority vote 
of the Board.  Payments shall be made only upon vouchers signed by two persons designated by the 
Board. 
 
The following retirement board members and employees are bonded by an authorized agent 
representing a company licensed to do business in Massachusetts as follows: 
  

Treasurer - Custodian: ) MACRS Blanket Policy 
Ex-officio Member: ) $10,000,000 Fiduciary Liability 
Elected Members: ) $1,000,000 Fidelity ERISA Bond 
Appointed Members: ) National Union Fire and 
Staff Employees: ) Federal Insurance Company 

                   Deductible $25,000 
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NOTES TO FINANCIAL STATEMENTS (Continued) 
 

NOTE 5 - ACTUARIAL VALUATION AND ASSUMPTIONS  
 

The most recent actuarial valuation of the System was prepared by the Segal Group, Inc. as of 
January 1, 2010.  
 
 
    The actuarial liability for active members was $3,254,216,219 
    The actuarial liability for non-vested terminated members was 163,659,347 

    The actuarial liability for retired members was 3,673,142,115 
    The total actuarial liability was   $7,091,017,681 

    System assets as of that date were   4,270,893,327 

    The unfunded actuarial liability was  $2,820,124,354 
    The ratio of system’s assets to total actuarial liability was  60.2%
    As of that date the total covered employee payroll was  $1,306,060,000 

 
 
The normal cost for employees on that date was   9.5% of payroll 
The normal cost for the employer was   4.1% of payroll 

 
The principal actuarial assumptions used in the valuation are as follows:  
  

Investment Return: 8.00% per annum 
Rate of Salary Increase: 3.00% per annum 

 
GASB STATEMENT NO. 25,  DISCLOSURE INFORMATION 

AS OF JANUARY 1, 2010 
 

Actuarial 
Valuation 

Date 

Actuarial 
Value of 
Assets 
( a ) 

Actuarial 
Accrued 
Liability 

( b ) 

Unfunded 
AAL 

(UAAL) 
( b-a ) 

Funded
Ratio 
( a/b ) 

Covered 
Payroll 

( c ) 

UAAL as a 
% of 

Cov. Payroll
( (b-a)/c ) 

1/1/2010 $4,270,893,327 $7,091,017,681 $2,820,124,354 60.2% $1,306,060,000 215.9%
1/1/2009 $4,089,988,837 $6,900,229,000 $2,810,240,163 59.3% $1,364,068,000 206.0%
1/1/2008 $4,458,002,174 $6,596,148,098 $2,138,145,924 67.6% $1,299,112,000 164.6%
1/1/2007 $4,138,145,569 $6,223,154,000 $2,085,008,431 66.5% $1,221,404,000 170.7%
1/1/2006 $3,836,806,971 $5,957,373,000 $2,120,566,029 64.4% $1,168,808,000 181.4%
1/1/2005 $3,587,118,114 $5,664,288,000 $2,077,169,886 63.3% $1,115,529,000 186.2%
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NOTE 6 - MEMBERSHIP EXHIBIT 
 

 
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Retirement in Past Years   

  Superannuation 498  709  795  335  796  489  343  412  427  625  

  Ordinary Disability 9  14  6  5  5  11  12  5  8  4  

  Accidental Disability 45  73  55  54  55  82  67  66  139  58  

Total Retirements  552  796  856  394  856  582  422  483  574  687  

Total Retirees, Beneficiaries and 
Survivors 13,144  13,400  14,006  13,878  13,913  13,874  13,849  13,752  13,894  14,067  

Total Active Members 21,222  21,695  20,442  20,882  21,069  21,473  21,638  21,613  20,909  19,663  
Pension Payments  *   
  Superannuation $149,704 $162,453 $192,695 $216,304 $189,456 $231,032 $244,316 $254,932 $265,613 $283,321 

  Survivor/Beneficiary Payments 7,576 8,449 8,153 8,114 10,084 8,833 9,181 9,458 9,701 10,186 

  Ordinary Disability 3,216 2,978 3,352 3,285 3,744 3,377 3,529 3,412 3,494 3,552 

  Accidental Disability 32,979 35,289 37,953 40,578 46,616 49,307 54,953 54,148 60,142 64,689 

  Other 15,018 15,024 15,494 15,666 48,223 24,785 23,910 25,299 24,782 25,001 

Total Payments for Year  $208,493 $224,193 $257,647 $283,947 $298,123 $317,334 $335,889 $347,249 $363,732 $386,749 

   
                     * 000’s omitted 
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NOTE 7 - TRANSFER OF PLAN ADMINISTRATION SHERIFFS’ DEPARTMENT 
 

Chapter 61 of the Acts of 2009, as amended by Chapter 102 of the Acts of 2009, transferred active 
members of the county sheriffs’ departments in Barnstable, Bristol, Dukes, Norfolk, Plymouth, and 
Suffolk Counties to the State effective January 1, 2010. 
 
NOTE 8 – STATE-BOSTON RETIREMENT SYSTEM FUNDING OBLIGATIONS 
 

Prior to May 22, 2010, the obligation for teachers who are members of the State-Boston 
Retirement System had been funded on a pay-as-you-go basis.  Ch 112, Acts of 2010 §§ 7 through 
18 mandated the apportioning of the assets related to Boston teachers' from the remainder of the 
State-Boston Retirement System’s investments.  The statute required those assets be transferred 
into PRIM for the benefit of Boston teachers, and continue to be reported as part of the State-
Boston Retirement System financials.  The major change is that Massachusetts Teachers’ Retirement 
System (MTRS) will no longer fund any shortfall between the actual cost of Boston teachers’ 
benefits and the appropriation funded by the Commonwealth of Massachusetts. 
 

As of July 1, 2010 (FY 2011), the Commonwealth of Massachusetts took over as a contributing 
employer for Boston teachers.  The Comptroller of the Commonwealth retains considerable 
discretion in timing the funding of the appropriations associated with both the MTRS and the 
portion attributed to the Boston Teachers' assets transferred into PRIM.  This discretion is directed 
by the normal budgetary considerations inherent within the Commonwealth’s legislative process.  
As a practical matter, it was determined to use MTRS as a conduit to fund the portion directly to 
the City of Boston to be used for the exclusive benefit of their teachers. 
 

MTRS received, as part of its FY10 appropriation, $115,986,000 for the Boston teachers.  That 
exact amount was forwarded to the City of Boston on June 17, 2010.  The FY 2011 appropriation 
for Boston teachers of $121,290,000 was received by MTRS in December and paid to Boston on 
January 10, 2011.  Going forward, the Boston teachers’ appropriation received from the 
Commonwealth will be forwarded promptly upon receipt by MTRS. 
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