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STATEMENT OF FINANCIAL INTERESTS COMPLIANCE OUTSTANDING
PERAC commends retirement board members for first-year effort

PERAC TO DELIBERATE LEGISLATIVE FILINGS
Subcommittee to discuss proposals for 2013-2014 legislative session

By Michael DeVito
Director of Strategic Planning, 
Management and Public Affairs

Section 36 of Chapter 176 of the 
Acts of 2011 requires retirement 
board members to file a Statement 

of Financial Interests (SFI) annu-
ally with the Public Employee Retirement 
Administration Commission (PERAC). 

SFIs for 2011 
were to be filed 
on or before May 
1, 2012.  The 
C o m m i s s i o n 
would like to 
thank the board 
members who 
filed their state-
ments in compli-
ance with the new 

law.  The compliance rate was exceptional: 
99.8% of board members met the initial 
filing requirement. 

PERAC Chairman Domenic J. F. Russo 
commented on this impressive statistic:

“PERAC’s Commissioners were cer-
tainly aware that implementation of this 
new filing requirement would be chal-
lenging for the Commission and board 
members alike.  We took every possible 
step to accommodate retirement board 
members in their effort to meet their 
statutory responsibility. PERAC listened 
to retirement board members’ concerns 
and responded to a number of techni-
cal questions. Without doubt, we are 

gratified by the outstanding compliance 
percentage and the success achieved 
by working with the retirement board 
community.”

Executive Director Joseph E. Connarton 
noted:

“I am very pleased with the level of coop-
eration from retirement board members. 
The 99+% response rate is a credit to their 
dedication, professionalism and commit-
ment. I pledge to be as flexible as possible 
in continuing to implement this new sec-
tion of law in the future. To that end, we 
will be meeting with MACRS President 
Denis Devine and other retirement board 
representatives to discuss the SFI process 
for next year. Our goal is to make the filing 
process as clear and simple as possible.”

PERAC is currently in the process of review-
ing the initial SFI filings for completeness, 
minor technical issues and specific claims 
of privilege. 

Safeguarding the confidentiality of 
the SFIs 
Under the public records law, SFIs are 
not subject to release and the Commission 
has taken action to ensure the confiden-
tiality of the information it has received. 
At its meeting of March 26, 2012, the 
Commission unanimously adopted a 
Security Protocol to ensure that SFI fil-
ings are kept strictly confidential.  The 
Protocol is delineated in PERAC Memo #32 
of 2012.  It can be accessed via www.mass.
gov/perac/12memos/3212.html)

Michael DeVito
Director of Strategic Planning, 
Management and Public Affairs

The Massachusetts General Court 
concluded its 2011-2012 formal 
sessions on July 31, 2012. During 

the 2011-2012 session, PERAC “cleared 
the decks” of the Commission’s  legisla-
tive filings when virtually all of them were 
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enacted into law by the General Court 
and signed by Governor Deval Patrick. 
PERAC’s comprehensive governance 
proposals were enacted essentially intact. 
Also enacted was the agency’s proposal 
to ease reporting burdens under Chapter 
32, Section 91A by providing waivers to 
disability retirees who have been disabled 
for more than 20 years and not reported 
any earned income for the past 10 years. 

With the conclusion of the formal legisla-
tive sessions, PERAC will begin to deliber-
ate what should be filed for the 2013-2014 
session.  This fall, PERAC’s Legislative 
Subcommittee, chaired by Commissioner 
Donald R. Marquis, will consider a variety 
of legislative proposals and will report 
back to the full Commission with their 
recommendations. The full Commission 
will deliberate the Subcommittee report.  
Approved proposals will be filed prior to    
 

the November 7 legislative deadline for 
Massachusetts administrative agencies.

PERAC Chairman Domenic J. F. Russo 
discussed the possibility of filing next 
session:

“We’ve just experienced a very suc-
cessful legislative session, but the 
Commission won’t rest on its laurels. 
It is important that we conduct a 
thorough review of those areas of 
pension law that may still warrant 
change. Then, if the Commission feels 
it is appropriate and votes to advance 
any of those proposals, we will file 
legislation with the House Clerk in 
November.”

According to Executive Director Joseph 
E. Connarton:

“Further legislative action may be war-
ranted to facilitate improved admin- 
 

istration of the 105 Massachusetts 
pension systems.  Pension law must be 
dynamic.  To keep pace with changing 
times, fine-tuning and adjustments 
will always be necessary.  In carrying 
out the Commission’s retirement sys-
tem oversight role, we have a unique 
vantage point from which to observe 
areas of need and seek corrective leg-
islative action.” 

Retirement board members, their staffs 
and other interested individuals are 
encouraged to attend PERAC Legislative 
Subcommittee meetings this fall. The 
meetings are posted with the Office of 
the Massachusetts Secretary of State and 
on the PERAC Website.  Please feel free 
to contact me at 617-666-4446 for any 
further information you might require. 

By Frank Valeri
Deputy Director

Beginning in 1957, public employ-
ees who were newly retired for 
disability were required to file a 

“statement” certifying earnings made in 
the prior calendar year. Apparently that 
didn’t go far enough because one year 
later, the voters approved a ballot question 
in the 1958 November State Elections mak-
ing this requirement apply to all disabled 
retirees regardless of when they began to 
receive their pensions. While the existing 
retirees did not have to file Statements 
retroactively, they were required to file 
prospectively. 

In 1996, after many decades of retirees 
filing with their respective retirement 
boards, the Legislature consolidated the 
collection of Annual Statements with a 
single state entity, PERAC. In addition, 
since retirees were later required to file 
pertinent tax forms with their Annual 
Statements, the filing deadline was 
pushed back from January 31 to the tax 
filing deadline of April 15.

By 2012, little else about the process had 
changed.  All Massachusetts disabled 

public retirees still have to submit Annual 
Statements of Earned Income. Non-
compliance with this filing requirement 

means benefits may be terminated and 
overearnings recouped.  

In 2012, PERAC sent the 2011 Annual 
Statements of Earned Income to 15,780 
disabled retirees in the Commonwealth 
and, to date, only 177 have failed to comply 
with the Section 91A filing requirement. 

Two hundred and eighty additional retir-
ees have received extensions from the IRS 
and requested additional time to complete 
their Annual Statement filing. 

In 2013, the filing process for the Annual 
Statements of Earned Income for 2012 
will change in a major way. PERAC will 
waive Annual Statement filing require-
ments for certain retirees. This fall, based 
on prior years’ Statement filings, PERAC 
will issue waiver letters to disabled retir-
ees who have been retired for 20 years and 
have not reported earnings for the past 10 
years. These retirees will be required to 
sign affidavits certifying they will notify 
PERAC of any future earnings.  PERAC 
anticipates issuing approximately 2,000 
waivers in 2013.

This waiver process was part of last year’s 
pension reform. It was initiated by the 
PERAC Commissioners and filed as a leg-
islative recommendation, H. 20, to amend 
Section 91A. The proposal ultimately 
passed the House of Representatives and 
the State Senate and was signed into law 
by Governor Patrick on November 16, 
2011 as Section 51 of Chapter 176 of the 
Acts of 2011.
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By James Lamenzo
Actuary 

Two charts from the January 1, 2012 actuarial valuation 
report of the State Retirement System (SRS) are presented 
on this page.  The bar chart shows the unfunded actuarial 

liability (UAL) for the SRS since 1993.  The UAL represents the 
actuarial accrued liability less the value of plan assets. (When there 
is no UAL, the system is said to be fully funded.) As of January 1, 
2012, the actuarial liability was $27.8 billion and the actuarial value 
of plan assets was $20.5 billion.  The difference of $7.3 billion is 
the UAL, which represents a $2.3 billion increase from the 2011 
valuation. This increase reflects further recognition of the 2008 
investment loss, the 2011 investment loss, an increase in the COLA 
base to $13,000, and a change in the mortality assumption. You can 
find more detail on Pages 4 and 5 of the State Retirement System 
Actuarial Valuation Report found on our website.
 
It is important to note that plan assets have grown much faster 
than plan liabilities since 1993.  As of January 1, 1993, the actuarial 
accrued liability was approximately $9.4 billion and assets $5.1 
billion resulting in a $4.3 billion UAL.  Since 1993, the actuarial 
liability has grown by about 3.0 times while assets have grown by 
about 4.0 times.  For this reason, the funded ratio represents a bet-
ter 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 SRS in the past 19 years. 

The 2008 investment loss significantly impacted the UAL and fund-
ed ratios for the State Retirement System, as it did for all systems.  
However, despite the 2008 loss, the SRS has an average return of 
approximately 9.4% per year since 1985.  This exceeds the 8.25% 
investment return assumption by 1.15% each year.  If you draw 
a straight line from the 1993 to the 2012 funded ratio, the line is 

2012 STATE VALUATION STUDY

moving upward to the right.  This demonstrates the 
funding progress that has been made.  Some argue 
that the plan was 94.5% funded on January 1, 2000 
and has moved backward the past decade.  I would 
argue that getting to that level in 2000 was a case 
of getting “too much, too soon.”  The system earned 
about 12.6% per year from 1985 through 2000.  
Under more normal circumstances, the funded 
ratio graph would not have increased so steeply 
in the 1990s.  In fact, if the returns from 1985 to 
2000 had been lower than what actually happened 
and the returns since 2000 were higher, but the 
overall return was the same as it is currently, most 
impartial observers would say significant funding 
progress had been made.

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



PERAC ACTS TO PROTECT MAYNARD RETIREMENT SYSTEM 
Action taken after audit uncovers irregularities 

PERAC RECEIVES FUNDING FOR OPEB OVERSIGHT
Appropriation passes in supplementary budget

PERAC EMERGING ISSUES FORUM 
Sustaining Public Pensions and Post-Retirement Benefits
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Michael DeVito
Director of Strategic Planning, 
Management and Public Affairs

T he Public Employee Retirement 
Administration Commission became 
aware of administrative irregu-

larities at the Maynard Retirement Board  
during an audit review. Executive Director 
Joseph Connarton immediately notified the 
Maynard Retirement Board Members, town 
officials and the authorities. As a result, Mr. 
Timothy McDaid, then Executive Director of 
the Maynard Retirement Board, was placed 
on leave from his position by the Retirement 
Board on June 4, 2012. 

The Commission, acting under its Regulation 
840 CMR 1.03, Prohibition Against 
Certain Persons Holding Certain Positions, 
addressed Mr. McDaid’s status at its meeting 
on June 14, 2012. Based on his conviction 
for the offenses set forth in Commonwealth 
v. McDaid, MICR2010-01270 (Middlesex 

Superior Court, November 2, 2011), the 
Commission voted to prohibit Mr. McDaid 
from engaging in any capacity with any 
Massachusetts public pension system. The 
relevant terms of 840 CMR 1.03 state: “No 
individual who…has been convicted of …
embezzlement, fraud, grand larceny…or a 
crime in which any of the foregoing is an 
element… shall serve or be permitted to 
serve… as a member, administrator, offi-
cer,…employee…of a board.”

Mr. McDaid is prohibited from serving in the 
following capacities at any retirement board:

“(1) As a member, administrator, fidu-
ciary, officer, trustee, custodian, coun-
sel,  agent, employee or representative 
in any capacity of a board.
(2) As a consultant, manager or provider 
of goods or services to a board.
(3) In any capacity that involves deci-
sion making authority or control of the 
monies, funds, assets or property of any 
system.”

Further, on the basis of “best interests of the 
systems” no regulatory action will be taken 
with respect to any firm, partnership, entity, 
consulting arrangement or individual asso-
ciation with which Mr. McDaid is involved.  
Any such entity, arrangement or individual 
association connected with Mr. McDaid that 
fails to disclose Mr. McDaid’s involvement 
shall be subject to sanctions under Chapter 
32, Section 21A.

The Commission also issued a Temporary 
Order, pursuant to PERAC Regulation 
840 CMR 27.01, authorizing the Executive 
Director “to take any action he deems neces-
sary to protect the integrity of the retirement 
system.” Pursuant to that Order, PERAC 
assigned Deputy Chief Auditor James Tivnan 
and Compliance Counsel Derek Moitoso 
to monitor the activities of the Maynard 
Retirement System.  

Michael DeVito
Director of Strategic Planning, 
Management and Public Affairs

C hapter 118 of the Acts of 2012, a 
Supplementary Budget Act, pro-
vides funding for PERAC to ful-

fill its responsibilities under Section 57 of 
Chapter 68 of the Acts of 2011, (the FY 2012 
Massachusetts budget). Section 57 requires:

“Every city, town, district, county 
and municipal lighting plant to 
annually submit to the Public 

Employee Retirement Administration 
Commission, on or before December 
31, a summary of its other post-employ-
ment benefits cost and obligations and 
all related information required under 
Government Accounting Standards 
Board standard 45, … covering the last 
fiscal or calendar year for which this 
information is available.”

This supplemental appropriation was neces-
sary because PERAC’s funding is provided 
from the assets of the State and Teachers’ 
Retirement Systems in the Pension Reserves 
Investment Trust (PRIT) Fund and must be 

used exclusively for pension-related over-
sight activities.

To date, approximately 260 Massachusetts 
governmental entities have submitted their 
OPEB data to PERAC. Later this year, 
the Commission will submit a summary 
report, as mandated by Section 57,  to the 
Massachusetts Legislature, the Health Care 
Security Trust Board, and the Secretary of 
Administration and Finance.

Questions about OPEB data and Section 57 
may be directed to PERAC’s Actuary James 
Lamenzo at 617-666-4446, ext. 921.

PERAC will hold its eighth Emerging Issues 
Forum at the College of the Holy Cross in 
Worcester on September 20, 2012.  Three 
hours of educational credits will be awarded 
to retirement board members who attend. 
Individuals who wish to attend the Forum 
must register with PERAC in advance.  The 
theme of this year’s Forum is ‘Sustaining 
Public Pensions and Post-Retirement 
Benefits.”  Presenters include: The Honorable 

Timothy P. Murray, Massachusetts Lieutenant 
Governor; Consulting Actuary Linda 
Bournival, KMS Actuaries; PERAC Actuary 
James Lamenzo; Robert G. Flanders, Jr., 
Esq., Hinkley Allen Synder, LLP;  RI Director 
of Revenue Rosemary Booth Gallogly; Henry 
Dormitzer, Chair of the Commission to Study 
Retiree Healthcare and other Non-Pension 
Benefits;  Comptroller of the Commonwealth 
Martin Benison; Massachusetts Group 

Insurance Deputy Director Bob Johnson; and 
The Honorable Steven Grossman, Treasurer 
and Receiver General of the Commonwealth.   
Registration materials and a detailed agenda 
were emailed to retirement board members 
and administrators and other interested par-
ties in mid-July. Questions about the Forum 
should be directed to Sarah Kelly, PERAC 
Communications Director at 617-666-4446, 
ext. 970 or SKelly@per.state.ma.us.




