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AUDITOR JOSEPH DENUCCI RETIRING
Hailed as a “Giant” among Massachusetts elected officials

By Michael DeVito
Director of Public Affairs

Massachusetts State Auditor 
A. Joseph DeNucci has 
decided to retire from his 

office after 24 years of service to 
the people of the Commonwealth 
of Massachusetts as State Auditor. 
As Auditor, he has served as Vice 
Chairman of the Public Employee 
Retirement Administration 
Commission since its inception in 

1997. Auditor DeNucci has had a 
major impact on pension issues affect-
ing Massachusetts public employees 
and their retirement systems since 
joining PERAC as a Charter member.

Major accomplishments at PERAC 
during Vice Chairman’s DeNucci’s 
tenure include: 

His role in developing the organiza-
tional structure of the agency after 
its creation under Chapter 306 of the 
Acts of 1996; his support for respon-
sible pension reform that preserved 
the core of the Massachusetts pension 
plan; initiation of reasonable pension 
funding strategies tailored to indi-
vidual retirement systems in the wake 
of the market collapse of 2008; strong 
support for pension reform impacting 
the state’s 104 retirement boards - a 
PERAC initiative that stresses 

enhanced transparency, 
financial disclosure for 
retirement board members 
and other major improve-
ments to retirement board 
governance; the initiation 
of expanded educational 
offerings for retirement 
board members and staff; 
providing dynamic hedge 
fund guidelines for retire-
ment board investments in 
this emerging investment 
vehicle; reporting on several 
early retirement incentives 
for state and local govern-
ments as authorized by the 
Massachusetts legislature; 
implementing updated 
actuarial equivalent tables 
that provided new com-
putational parameters for 
recipients; issuing guidance 
on salary augmentation 
and enhanced longevity 

for regular compensation 
calculation purposes; conducting a 
major study for the legislature on the 
cost impact of increasing the cost-
of-living base; providing guidance 
to retirement  systems for obtaining 
necessary qualification letters from 
the Internal Revenue Service of the 
United States government; issu-
ance of the PERAC Pension News 
electronic newsletter; sponsorship of 

(Continued on page 4)

State Auditor A. Joseph DeNucci



PERAC HOSTS 6TH ANNUAL EMERGING ISSUES FORUM 
Pension Reform highlights forward-looking event
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By Sarah Kelly
Director of Communications 
 

On September 15, 2010, PERAC was 
pleased to return to the College of 
the Holy Cross in Worcester, MA 

for the Commission’s sixth Emerging Issues 
Forum.  The focus of this year’s Forum 
was public pension reform.  Public retire-
ment board members and administrators, 
and attorneys, actuaries, and investment 
experts were in attendance.   In total, 
one hundred and eighty-eight individuals 
participated.  Sixty-five retirement boards 
were represented at the Forum: twenty-two 
boards sent three or more individuals; 
nineteen boards sent two individuals, and 
twenty-four boards were represented by 
one person. 
 
Forum speakers included Luke Bierman, 
General Counsel to the New York State 
Comptroller who discussed public pension 
reform in a time of turmoil and concentrat-
ed on scandals associated with the former 
New York State Comptroller and placement 
agents. Julian Regan, Senior Consultant 

from the Marco Consulting Group, delin-
eated best practices for public retirement 
funds.  PERAC Actuary James Lamenzo 
addressed the extension of municipal pen-
sion funding schedules for Commonwealth 
communities; and PERAC General Counsel 
Barbara Phillips updated the audience on 
the 2010 municipal early retirement incen-
tive program. 

PERAC Commissioner Paul Doane spoke 
about the informational hearing PERAC 
hosted in early September to receive 
testimony on a proposed policy to regulate 
the activities of individuals and firms – so-
called placement agents - involved in mar-
keting investment products to 103 public 
pension funds in Massachusetts.  
 
Representative Karyn Polito, Republican 
candidate for State Treasurer talked  about 
her vision for creating a new culture on 
Beacon Hill; and Steve Grossman, the 
Democrat candidate for the same office, 
offered his ideas and insights about the 
public pension system and offered his sup-
port for the current defined benefit system. 

Executive Director Joseph E. Connarton 
asked candidates Polito, Grossman and 
Stephen Murphy to participate in the 
Forum because he believed that audience 
members should hear from the individual 
who would chair the Pension Reserves 
Investment Management (PRIM) Board 
and the State Retirement Board. A large 
percentage of statewide retirement board 
assets are currently invested for retirement 
boards in the Pension Reserves Investment 
Trust managed by the PRIM board. At the 
same time, Mr. Connarton felt that it was 
important for the candidates to interact 
with the retirement board members and 
administrators who have direct responsi-
bility for the administration of the local, 
municipal, and state retirement systems in 
the Commonwealth. 
 
Many Forum participants indicated that 
they found this year’s event to be particu-
larly worthwhile.  A comment from one 
Forum participant seemed to sum up the 
general feeling, “I always find this confer-
ence to be one of the really informative 
ones.” 

MUNICIPAL EARLY RETIREMENT INCENTIVE PLANS FILED AND APPROVED
Twenty-nine plans approved by PERAC

Michael DeVito
Director of Public Affairs

The early retirement incentive authorized by Section 66 of Chapter 188 of the Acts of 2010 is well underway. 
Municipalities and other eligible entities were to file their plans with PERAC no later than September 28, 2010. Twenty-
nine plans were approved.  The plans have since been returned to the entities that submitted them for approval by their 

respective legislative bodies. 

The systems that filed plans with PERAC are as follows:

Athol
Barnstable
Braintree Municipal Electric
Carver
Charlton
Chatham
Chicopee
Everett
Haverhill
Holyoke 

Holyoke Gas & Electric
Kingston
Leicester
Mansfield
Medford
Methuen
Milton
Norwood
Salem
Tisbury

Wakefield Gas & Electric
Waltham
Warren
Wellesley Light
West Springfield
Westford
Westminster
Worcester
Yarmouth
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James Lamenzo
Actuary

The Commonwealth Actuarial Valuation Report presents the 
results of the actuarial valuation of the pension benefits that 
are the obligation of the Commonwealth of Massachusetts. The 

Report was approved by PERAC on September 27, 2010. The four com-
ponents of the report are the State Employees’ Retirement System, the 
Massachusetts Teachers’ Retirement System, Boston Teachers, and the 
Cost of Living Allowance reimbursements to local systems. Two charts 
from the January 1, 2010 Commonwealth Actuarial Valuation Report 
are presented.

The bar chart shows the unfunded actuarial liability (UAL) since 1990. 
The UAL represents the actuarial accrued liability less the value of plan 
assets. As of January 1, 2010, the actuarial liability was $61.58 billion 
and the actuarial value of plan assets was $41.59 billion. 

It is important to note that plan assets have grown much faster than 
plan liabilities since 1990. As of January 1, 1990, the actuarial accrued 
liability was approximately $20.0 billion and assets of $7.8 billion 
resulted in a $12.2 billion UAL. Since 1990, the actuarial liability 
has grown by approximately three times while assets have grown by 
more than five times. For this reason, the funded ratio represents a 
better measure of the plan’s funded progress. The funded ratio equals 
the actuarial value of plan assets divided by the actuarial accrued 
liability. When the funded ratio reaches 100%, a system is fully funded. 
The funded ratio chart shows the significant progress made by the 
Commonwealth in the past 20 years, despite the 2008 setback. The 
current funded ratio is 67.5% - up 4.8% from 2009.

The 2010 Commonwealth Actuarial Valuation Report can be accessed 
on PERAC’s website at: 

http://www.mass.gov/perac/valuation/2010commonwealth.pdf

2010 COMMONWEALTH ACTUARIAL VALUATION REPORT APPROVED BY PERAC
Unfunded liability drops after successful investing year
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Frank Valeri
Deputy Director

The first disability seminar of 
fall 2010 was held at PERAC on 
October 14th and the final session 

is scheduled to be held in Northampton 
on November 4th at the Municipal 
Building from 9:30 A.M. to 1 P.M.   

PERAC held two disability training ses-
sions for retirement boards in the spring 
of 2010. These seminars were attended 

by 35 staff members from 26 retirement 
systems.
 
The seminars have focused on disability 
basics and Workers’ Compensation cal-
culations. Also included in the seminar 
agenda were discussions relating to the 
new Physician’s Statement Pertaining 
to a Member’s Application for Disability 
Retirement (implemented last fall), and 
filing disability information via PERAC’s 
Electronic Content Management  
System (ECM). 

Seminar discussions have also included 
some of the common pitfalls effecting the 
timely processing of disability pension 
applications.  Last year concerns were 
raised about the costly delays that result 
when such benefits are processed in a 
prolonged manner. One of the primary 
goals of these sessions was to convey 
ideas for improving the completion rate 
of the entire process.  

DISABILITY TRAINING SESSIONS TO CONCLUDE IN NORTHAMPTON

Barbara Phillips
General Counsel  
 

By now all boards should have 
received their favorable deter-
mination letter from the IRS.  If 

you have not received your copy, please 
contact me so I can arrange for you to 
receive one.  As you recall, the letters are 
issued conditioned upon some minor 
amendments to the IRS compliance reg-
ulations that were promulgated late last 
year.   The required technical changes 
are to the PERAC regulation (840 CMR 

3.08) regarding application of the limit 
under Code Section 415(b), which places 
a limit on the amount of the benefit that 
may be paid by a qualified retirement 
plan.  These technical changes relate 
to the actuarial assumptions used to 
determine the appropriate benefit limit, 
depending on the payment option and 
age of the member.  The changes do not 
make any substantive changes to the 
prior language that was adopted by the 
Commission, but simply reflect technical 
language changes that were preferred by 
the IRS reviewing agent.

 The notice of hearing was published 
in the Boston Globe and appeared in 
the October 1, 2010 edition of the State 
Register.  A formal notice to boards 
along with a copy of the regulation was 
issued on October 1, 2010.  The hearing 
was held on October 20, 2010 in the 
PERAC Training Room and comments 
were accepted until then.  I thank 
the boards for their cooperation and 
assistance.  I will provide updates as the 
process moves forward.

FAVORABLE IRS DETERMINATION LETTERS

PHOTOS

MORE
Emerging Issues Forum



Brad Tenney, Elected Member, Cambridge Retirement Board, Asks a Question

Caroline Carcia,

Director of Administrative Services, PERAC

Jerry Miller, Chairman,

Pittsfield Retirement Board
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PHOTOS

Emerging Issues Forum



Joseph E. Connarton, PERAC 
Executive Director

Karyn Polito, Candidate for 

State Treasurer

Steve Grossman, Candidate for State Treasurer

Luke Bierman, General 
Counsel, Office of the New York 
State Comptroller

Paul Doane, PERAC Commissioner

Julian Regan, Senior 

Consultant, Marco Consulting 

Group

James Lamenzo, PERAC 
Actuary

Barbara Phillips, PERAC 
General Counsel
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Robert Dennis
Investment Director

During the years when legendary 
portfolio manager Peter Lynch 
made Fidelity Investments’ 

Magellan Fund a mutual fund powerhouse, 
he would often say that the key to his suc-
cess was not in predicting overall market 
direction but in researching and selecting 
individual stocks. “Invest in what you 
know” was his famous motto. In light of 
recent trends in the equity market, one 
wonders whether Mr. Lynch would still 
be successful if he were managing money 
today.

To an unprecedented extent, the most suc-
cessful managers today are not those who 
specialize in picking stocks but those who 
best adapt to the various “macro” forces 
affecting the market. These would include 
not only global, national, and regional eco-
nomic trends but also such related matters 
as central bank actions as well as political 
and regulatory developments.

Stocks have been moving in concert with 
each other to a much greater degree, The 
correlation between stocks in the S&P 500 
has recently been in the range of 65-75% 

(down from being in excess of 80% during 
the height of the financial crisis), up from 
27% over the period 2000-2006. This 
means that most stocks are moving in 
tandem with the index rather than indepen-
dently based on company fundamentals.  

Data from Morningstar shows that the 
differentials between top and bottom 
performing stocks have been narrowing 
significantly. For instance, in the category 
of large cap value stocks, the gap between 
top and bottom performers over the past 
year has been 10.5%, down from 18% over 
the period 1995-2007. 

It has also been shown that the reaction 
of individual stocks to positive earnings 
announcements have been lower than in the 
past.

Not surprisingly, the percentage of actively 
managed stock funds that have been 
outperforming their benchmarks has been 
declining. Over a very recent 12-month 
period, Morningstar reports that the per-
centage of large cap growth, large cap value, 
and large cap blend funds that have beaten 
their benchmarks were 24%, 20%, and 17%, 
respectively. These percentages are about 
one half the long-term averages.

Individuals and pension funds, two groups 
of investors typically associated with stock- 
picking, have been reducing their holdings 
of stocks. Hedge funds, many of which are 
known more for trend spotting than stock 
selection, have become a larger portion 
of daily trading. Exchange-traded funds 
(ETFs), which allow investors to make 
broad bets on markets, have seen rapid 
growth.

At the same time, the investor classes that 
have been reducing their actively man-
aged equity holdings, have shown sharply 
increased interest in tactical asset allocation 
funds that seek to invest in the best per-
forming asset classes.

Nevertheless, if there’s one fact that’s 
immutable in investment management, it’s 
that trends come and go with regularity. 
So while “bottom up” investing has taken a 
beating from the “top down” approach, this 
article is not a call for retirement boards to 
reduce their commitments to active stock 
managers. When all the ramifications from 
the financial crisis are truly behind us, it is 
very possible that stock pickers will have 
their day once again.

IS STOCK PICKING STILL IMPORTANT?

the “Emerging Issues Forum” series of 
annual conferences dealing with leading-
edge issues of importance to retirement 
systems; implementing a first-in-the-
nation restoration to service program for 
disability recipients who are qualified 
to return to service; issuance of compre-
hensive travel regulations for retirement 
board members and staff. PERAC also 
addressed important concerns in inter-
preting statutes related to the definition 
of regular compensation - a major issue 
impacting public employees. 

Auditor DeNucci has also served as 
Chairman of the Municipal Finance 
Oversight Board, as Chairman of 
the Council of the Office of the 
Massachusetts Inspector General, and 
has been a member the Massachusetts 
Teachers’ Retirement Board for 10 years.

Auditor DeNucci has enjoyed a long and 

successful career as an elected official 
in Massachusetts. Prior to his election 
as Auditor, he served for 10 years in the 
Massachusetts House of Representatives 
having been first elected in 1976. In that 
capacity he served for six years as House 
Chair of the Joint Committee on Human 
Service and Elderly Affairs. 

Many Massachusetts citizens may also 
remember Joe DeNucci as an accom-
plished boxer. He was a Golden Gloves 
champion and a ranked contender in 
the professional middleweight boxing 
division.

PERAC’s Chairman Judge Domenic J. F. 
Russo offered his praise for the Auditor:

“Auditor Joseph DeNucci is a giant 
among Massachusetts public officials. 
For thirty-four years, he exemplified all 
that is good about Massachusetts politics 

and government. It has always been a 
pleasure to work with him and his office 
while I have been Chairman. My fellow 
Commissioners join me in wishing the 
Auditor well in all of his future endeav-
ors. Joe DeNucci assisted innumerable 
citizens during his long public career.  In 
light of his abundant accomplishments, 
he is unquestionably a true champion!” 

PERAC’s Executive Director Joseph 
Connarton also noted:

“It has been both a privilege and 
pleasure to work with Auditor DeNucci 
during my tenure at PERAC. He and his 
office were always open to me and the 
Commission’s staff. He will be sorely 
missed by all of us who had the good 
fortune to work with him and the count-
less individuals whose lives were made 
better by his remarkable public service. 
Best wishes, Mr. Auditor!”

AUDITOR JOSEPH DENUCCI RETIRING (continued from page 1)


