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HOUSE No. 4407
By Mr. Blanchette of Lawrence, petition of Kevin P. Blanchette,

Eleanor Myerson, Henri S. Rauschenbach and Daniel E. Bosley that
provision be made for the entry of the Commonwealth intp an
agreement relative to the portability of certain public employee
retirement benefits. Public Service.

dlje Commontotaltf) of iHa**act)u*ett*

In the Year One Thousand Nine Hundred and Eighty-Nine

An Act providing for the entry of the commonwealth into an
AGREEMENT RELATIVE TO THE PORTABILITY OF CERTAIN PUBLIC
EMPLOYEE RETIREMENT BENEFITS.

Be it enacted by the Senate and House ofRepresentatives in General
Court assembled, and by the authority of the same, as follows:

1 SECTION 1. An agreement hereby entered into with all juris-
-2 dictions legally joining therein in substantially the following form:

3 AGREEMENT ON PORTABILITY OF
4 PUBLIC EMPLOYEE PENSIONS.
5 ARTICLE I. PURPOSE AND PRINCIPLES.

6 Section 1. Purpose of Agreement. It is the purpose of this
7 agreement to establish a reciprocal system whereby any
8 contracting state, and any such state on behalf of the participating
9 political subdivisions thereof, as applicable, shall provide for any

10 employee of such state or political subdivision to receive credit
11 for retirement purposes for prior service in such state or such
12 political subdivision upon such employee’s entering the service of
13 any other contracting state or such political subdivision thereof
14 and to provide for the costs of such reciprocal crediting of all such
15 service to be allocated fairly among the said contracting states or
16 such political subdivisions thereof in a manner proportionate to
17 the actuarial value of the actual service rendered in each such state
18 or such political subdivision thereof.
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19 Section 2. Principles of Portability of Pension Benefits and
20 Benefit Cost Proration. It is hereby declared that in making this
21 agreement the contracting states and participating political
22 subdivisions thereof adhere to the principles that public employees
23 should have the freedom to seek employment among and between
24 the United States, and that a mobile workforce should not be
25 deprived thereby of the right to accrue pension benefits reflecting
26 the value of their public service, and that the states and political
27 subdivisions thereof also benefit from an environment which
28 encourages workers to move among and between public
29 employers to meet the demands of the marketplace, and that a
30 system of portable pension benefits as established hereunder
31 furthers these principles, and that a means of prorating the
32 benefits accrued pursuant thereto will ensure that the costs of such
33 a system are shared equitably by the various contracting states
34 and participating subdivisions thereof in accordance with the
35 value of the service rendered to each such state or subdivision.

36 ARTICLE 11. DEFINITIONS.

37 (a) “State.” State shall include the States of the United States,
38 the District of Columbia, and the territories of the United States.
39 (b) “Contracting State.” Contracting State shall mean a state
40 which is a party to this agreement.
41 (c) “Participating political subdivision.” Participating political
42 subdivision shall mean any town, city, county, district, authority,
43 agency or other body politic which is within a contracting state
44 and which maintains for the employees of or within such political
45 subdivision a retirement system or plan other than a retirement
46 system or plan primarily maintained by the contracting state, its
47 officers, or officials, and which accepts its option to participate
48 in this agreement under the rules or statutes or other provisions
49 governing such acceptance in the contracting state or, if there are
50 no such provisions, under such conditions as the administrator
51 shall prescribe.
52 (d) “Administrator.” Admininistrator shall mean the official or
53 agency of a contracting state designated to act on behalf of the
54 state and of any participating subdivision thereof for the purposes
55 of administering the provisions of this agreement.
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(e) “Home State.” Home State shall mean the last contracting
state in or for which an employee performs qualifying service
immediately prior to retirement.
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(f) “Prior Service State.” Prior Service State shall mean any
contracting state in which or for which an employee performed
qualifying service prior to his final period of qualifying service
performed in the home state.
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(g) “Qualifying service.” Qualifying service shall mean service
which is rendered by a person as an employee of a contracting
state or participating political subdivision and which is creditable
or includible service for the purposes of determining retirement
benefits under the provisions of the retirement system or plan of
which the employee is a member or in which the employee
participates while so employed.
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(h) “Fiscal year.” Fiscal year shall mean the twelve month
period begining on July first and ending on the following June
thirtieth.
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(i) “Employee.” Employee shall mean any person who is
eligible for participation or membership in or a participant or
member of a retirement system or plan maintained by a
contracting state or participating political subdivision.
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(j) “Regular Interest.” Regular interest shall mean interest at a
rate determined jointly by the administrators. The rate so
determined shall be taken to the nearest tenth of one per cent and
shall be obtained from theaverage rates paid on individual savings
accounts by a representative sample of financial institutions as of
September first of each year; provided, that the administrators
shall each sample no fewer than two such institutions in the state
which they represent.
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85 (k) “Retirement Benefit.” Retirement Benefit shall mean any

pension or other allowance for which an employee may become
eligible based on his age or years of service, and any additional
or supplemental pension or other allowance which may be payable
to the surviving spouse or other eligible dependent or beneficiary
of such employee, but not including any benefit payable solely
on account of the disability or in-service death of an employee.
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92 (1) “Actuary.” Actuary shall mean the enrolled actuary or other

person competent in such matters employed by the administrators
to perform the calculations required under Articles IV and V.
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(a) Effect on Other Agreements, Arrangements and Under-
standings. On and after its effective date, this agreement shall
supersede any reciprocal or other agreement, arrangement or
understanding between any two or more of the contracting states
covering in whole or in part, any of the matters covered in the
agreement; but this agreement shall not affect any reciprocal or
other agreement, arrangement or understanding between a
contracting State or States not a party to this agreement.
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(b) Inapplicability to Certain Benefits. This agreement shall not
apply to any benefit payable pursuant to the disability or death
of any employee, except any benefits payable upon the death of
a previously retired employee to the surviving spouse or other
eligible beneficiary of such retired employee if the initial
retirement of such employee was for reasons other than disability.
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(c) Actions by Administrators. Whenever under the provisions
of this agreement the administrators of the contracting states are
to jointly act on or decide any matter, such action or decision shall
be by a majority of such administrators.

110
11l
112
I 13

(d) Administrative Costs. All administrative costs incurred
pursuant to the provisions of this act shall be borne by the
contracting state or participating political subdivision incurring
such costs, except as provided for in clause (e) below.
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(e) Actuarial Services. Solely for the purposes of this
agreement, the administrators may jointly secure the services of
an enrolled actuary or other person competent in such matters.
The cost of such services for any fiscal year shall be allocated
among the contracting states, in the proportion that the aggregate
of the annual rate of compensation of all employees of or in any
such contracting state at the close of business on the September
thirtieth immediately preceding such fiscal year, bears to the total
of such aggregates for all such states on such date, as determined
jointly by the administrators, who shall certify such amounts to
the governor and legislative body of each contracting state not
later than the November first following such date. The
administrators may establish an interest bearing fund, to be
known as the central expense fund, to which the amounts required
to pay such costs shall be paid by each contracting state, and from
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ARTICLE 111. GENERAL PROVISIONS.
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which payment shall be made for such actuarial services. Any
interest accruing to such fund, and any other amount by which
the payments to such fund exceed the amounts required to be,paid
for such services in the fiscal year for which such payment are
made, shall be retained in such fund and used to reduce the
aggregate amount to be paid for such actuarial services in the
following year.
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(f) Obligation to Pay Required Amounts. By entering into this
agreement, each contracting state agrees to make all payments
required under clause (e) and under Article V in the amount
determined in accordance with this agreement and on the dates
prescribed herein, and each such state further hereby agrees to
allow itself for the purpose of recovering any such amount not
so paid as so prescribed to be sued in any court of competent juris-
diction by any other state or other party aggrieved by the failure
of such state to make any such payment as so prescribed.
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(g) Co-operation. The administrator of each of the contracting
states shall cooperate with the administrators of the other
contracting states and each state hereby agrees to furnish such aid
and assistance to each other contracting state within its statutory
authority as well as aid in the proper enforcement of this
agreement.
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155 (h) Interpretation. In any dispute between or among

contracting states arising under this agreement, the final decision
regarding interpretation of questions at issue relating to this
agreement shall be reached by joint action of the contracting
states, acting through the administrator thereof, and shall upon
determination be placed in writing.
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(i) Effect of Headings. Article and section headings contained
herein shall not be deemed to govern, limit, modify or in any
manner affect the scope, meaning or intent of the provisions of
any articles or part hereof.
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165 (j) Entry Into Force and Withdrawal. This agreement shall

enter into force when enacted into law by any two states.
Thereafter, it shall enter into force and become binding upon any
state when enacted into law by such state. If the statutes of any
state so authorize or provide, such state may become party to this
agreement upon the execution thereof by an executive or
administrative official thereof acting on behalf of and for such
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172 state. Withdrawal from the agreement shall be by act of the
173 legislature of a state or by act of the aforesaid executive or
174 administrative official if the laws of such state so empower him,
175 but shall not take effect until one year after the governor of the
176 withdrawing state has notified the governor of each other
177 contracting state, in writing, of the withdrawal, provided however,
178 that no such withdrawal shall relieve any such state, or any
179 participating political subdivision thereof, from its obligation to
180 make any payments under Article V for any retirement benefits
181 elected under Article IV where election thereof was made prior
182 to the effective date of such withdrawal, and any obligation for
183 such payments so elected shall continue in full force and effect
184 thereafter, notwithstanding such withdrawal.

ARTICLE IV. PORTABILITY OF BENEFITS.185

186 Any employee terminating his service with his home state may,
187 at the time of such termination, elect to receive retirement benefits
188 under this agreement. Any benefits elected hereunder shall be in
189 the alternative to and exclusive of any other retirement benefit
190 which such employee may be entitled to receive on account of any
191 qualifying service, and the employee shall, if benefits are granted
192 hereunder, repay any amounts paid to him by any retirement plan
193 or system in any prior service state or in his home state on account
194 of such service, including the return of any payroll deductions or
195 withholdings, together with regular interest thereon from the date
196 such amounts were paid to such employee, within such period as
197 the administrator of the state from which such payment was made
198 shall determine, provided that such period shall not be less than
199 one month following the date on which benefits hereunder are
200 granted, provided that any administrator may offset any amounts
201 to be so repaid against any amounts otherwise payable hereunder.
202 No credit shall be allowed hereunder for any period of prior
203 service unless and until the home state administrator shall have
204 received certification thereof from the administrator of the state
205 in which such service was rendered, and unless the repayment
206 required hereunder has been made or otherwise provided for to

207 the satisfaction of the administrator of the state to which such
208 payment is due. Upon receipt of such certification as he may
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209 require to determine the amount of qualifying service accrued by
210 an employee electing benefits under this agreement, the home state
211 administrator shall transmit to the actuary such information,
212 including without limitation the amount of qualifying service, the
213 employee’s age and eligible beneficiaries, salary history and job
214 classification, as the actuary shall require to determine the
215 employee’s retirement benefits hereunder. Benefits hereunder
216 shall be computed as follows: the actuary shall separately
'v? determine, for each contracting state and participating political

subdivision for which qualifying service has been certified, the
219 annual amount of benefit which would be payable to an employee
220 retiring therefrom based on the total certified qualifying service
221 rendered to all such contracting states and participating
222 subdivisions by such employee. The annual dollar amount as so
223 determined for each such contracting state or participating
224 political subdivision shall be multiplied by a fraction the
225 numerator of which shall be the period of certified qualifying
226 service in such state or subdivision and the denominator of which
227 shall be the total of all such qualifying service rendered by such
228 employee. The sum of the products so determined shall be the
229 amount of the annual retirement benefit payable hereunder, and
230 the cost obligation for each contracting state or participating
231 political subdivision shall be the product so obtained for such state
232 or subdivision.
233 On or before September first of each year, each administrator
234 shall inform the actuary of the basic plan provisions then in effect,
235 including any changes in such provisions during the preceding
236 twelve months. Each administrator shall also inform the actuary
237 of any cost-of-living increases or decreases which may have taken
238 effect for retired employees of the contracting state or
239 participating political subdivision represented by such adminis-
-240 trator, and the actuary shall, as of July first of the year following
241 such September first, recalculate the annual retirement benefit

payable to any employee retired hereunder as of such September
243 first to reflect any such applicable plan change or cost-of-living
244 increase or decrease, and shall recalculate each such state’s or
245 subdivision’s cost obligation as applicable.
246 The annual retirement benefit payable hereunder shall be
247 payable in twelve equal monthly installments to the employee or
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248 his surviving spouse or other eligible beneficiary, as applicable.
249 Such benefits shall be paid in full by the home state, which shall
250 be reimbursed for all the costs of such benefits, except those
251 benefits attributable to the home state’s cost obligation, by the
252 contracting states to which such cost obligations are attributable,
253 in the manner set forth in Article V.

ARTICLE V. PRORATION OF COSTS.254

Prior to September first of each year, the actuary shalll
determine the cost obligation attributable to each contracting
state and participating political subdivision for retirement benefits
payed or due and owing for the fiscal year ending prior to such
September first for all employees receiving such benefits pursuant
to this act, and shall submit such determination to each
administrator not later than such September first. Such
determination shall include a calculation of the net and gross
obligations of each such state on behalf of retirement benefits paid
or due and owing by each other contracting state, provided that
for the purposes of such net and gross calculation, the cost
obligation of each state shall include the cost obligations of any
participating political subdivisions thereof. Any administrator
disputing any such calculation shall indicate such dispute by
appealing the same in writing to the actuary and each other
adminstrator not later than thirty days after receipt of such
calculations. Any such dispute shall be resolved by majority vote
of the adminstrators not later than thirty days following the filing
of such appeal.
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Not later than July fifteenth of the year next following such
September first, each contracting state shall pay the amount of
any net cost obligation, as calculated in the second sentence of
the first paragraph of this article, owed by it on account of any
retirement benefits paid by any other such state to the state to
which such net cost obligation is owed. Each administrator shall
establish procedures for the recovery by the state from the
participating political subdivisions thereof of any cost obligation
attributable thereto, as determined by the actuary.
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284 This agreement shall be liberally construed so as to effectuate
285 the purposes thereof. The provisions of this agreement shall be
286 severable and if any phrase, clause, sentence or provision of this
287 agreement is declared to be contrary to the constitution of any
288 state or of the United States or the applicability thereof to any
289 government, agency, person or circumstance is held invalid, the

J!9O validity of the remainder of this agreement and the applicability
thereof to any government, agency, person or circumstance shall

292 not be affected thereby. If this agreement shall be held contrary
293 to the constitution of any state participating herein, theagreement
294 shall remain in full force and effect as to the remaining party states
295 and in full force and effect as to the state affected as to all severable
296 matters.

1 SECTION 2. As used in the Agreement ofPortability ofPublic
2 Employee Pensions, as set forth in section one and hereinafter
3 referred to as the Agreement, the administrator for the common-
-4 wealth shall be the commissioner of the division of public
5 employee retirement administration.

1 SECTION 3. City, county, town, district and authority
2 retirement systems of the commonwealth shall become
3 participating political subdivisions for the purposes of the
4 Agreement in the following manner; in a city, by vote of the city
5 council, subject to the provisions of the charter of such city, in
6 a town by vote of the town meeting, in a municipality having a
7 town council form of government, by vote of the town council
8 subject to the provisions of the charter of such municipality, in
9 a district, by vote of the district meeting, in a county, by vote of

10 the county commissioners, and in an authority by vote of the
11 governing body thereof. For the purposes of the Agreement, the

l| 12 state employees’ and teachers’ retirement systems shall be deemed
13 to be participating political subdivisions, and all required
14 payments therefor, and on behalf of the commonwealth, shall be
15 made by the state treasurer, subject to appropriation, upon
16 certification by the commissioner of the division of public
17 employee retirement administration.

283 ARTICLE VI. CONSTRUCTION AND SEVERABILITY.
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1 SECTION 4. Not later than October first of each year, the
2 division of public employee administration shall upon receipt of
3 the cost obligation certified by the Actuary for each participating
4 political subdivision of the commonwealth pursuant to the
5 Agreement for the preceding fiscal year, inform each retirement
6 board of the board’s cost obligation for said preceding fiscal year.
7 The board shall include any such amount as a charge against its
8 pension fund for the following fiscal year in determining the
9 amount to be appropriated thereto for said fiscal year. Not later

10 than the July fifteenth next following such September fifteenth,
11 the board shall pay to the state treasurer the amount of such cost
12 obligation, and all amounts so paid shall be credited to the general
13 fund.

1 SECTION 5. The commissioner of the division of public
2 employee retirement administration shall promulgate, in
3 accordance with paragraph (a) of section fifty of chapter seven
4 of the General Laws, such regulations as are necessary and shall
5 take such actions as are required to effectuate the provisions of
6 this act.






