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DEPARTMENT OF THE STATE TREASURER
STATE HOUSE

BOSTON, MASSACHUSETTS 02133, OCTOBER 31, 2000

The Honorable Steven James
Clerk of the House of Representatives

State House, Room 145
Boston, Massachusetts 02133

Dear Mr. Clerk,
Pursuant to Section 33 of Chapter 30 of the Massachusetts General

Laws, I am hereby respectfully submitting the attached legislative
proposals on behalf of the Department of the State Treasurer for the
2001-2002 legislative session. Attached is a listing of the proposed
legislation and descriptions of their intent.

If you have any questions or comments regarding these rec-
ommendations, please contact my Legislative Liaison, J.D. Chesloff,
at 367-6900.

Respectfully submitted,

SHANNON P. O’BRIEN,
Treasurer and Receiver General.
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1. An Act to reduce the debt burden of the commonwealth.

This proposal directs the Comptroller to transfer one half of the
FY2OOI surplus to the Debt Defeasance Fund for the purpose of
paying off debt of the Commonwealth.

2. An Act amending the pension laws of the commonwealth.

This bill seeks to better coordinate and clarify responsibilities in
the administration of the state pension laws. It makes three proposals;

Excludes investment-related costs from teachers’ and employees’
systems share of PERAC’s administrative expenses. Currently,
teachers and state employees pay a disproportionate share of PER-
AC’s administrative expenses, although PERAC exercises no over-
sight of teachers’ and state employees’ investment activities (which
are handled by the PRIM Board). This section proposes to exclude
investment-related costs from teachers' and employees’ systems share
of PERAC’s administrative expenses to more appropriately and fairly
reflect PERAC’s role as it relates to the state teachers’ and state
employees’ retirement systems. This section also makes PERAC’s
budgets subject to legislative approval.

Redefines the definition of “Board" in Chapter 32 for the purposes
of PERAC review. PRIM and PERAC act independently in their over-
sight of retirement systems throughout the Commonwealth; PERAC
supervises local retirement systems and their Boards, as well as the
State Retirement Board and Teachers Retirement Board, and is
responsible for the administration of benefits; PRIM oversees the
investment of state pension fund assets. Although their responsibili-
ties are coordinated to ensure the efficient management and delivery
of retirement and pension benefits to state and local retirees, they do
not supervise or oversee each other. There is a contradiction in the
General Laws that exempts PRIM from PERAC oversight regarding
investments, while at the same time including PRIM in the definition
of “Board,” allowing for reviews by PERAC every three years. This
section seeks to resolve that contradiction by removing PRIM from
the definition of “Board."
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Transfers the review authority in the development offunding sched-
ules, formerly held by the Retirement Law Commission, to the State
Treasurer. As Chair of the PRIM Board, the State Treasurer has fidu-
ciary responsibility to the pension fund. Because of that direct over-
sight of the investment and administration of the pension system, and
the fiduciary and statutory responsibility to ensure that it is fully
funded, this proposal suggests including the Treasurer in the develop-
ment of pension funding schedules by undertaking the responsibility
formerly held by the defunct Retirement Law Commission. This
important review responsibility has not been undertaken in recent
years.

3. An Act amending the membership of the public employee

RETIREMENT ADMINISTRATION COMMISSION.

This proposal increases the current seven-member Public
Employee Retirement Administration Commission (PERAC) to nine
members by adding the Treasurer and an additional person chosen
jointly by the Governor, Auditor and Treasurer. PERAC has general
responsibility for the administration of all public employee retirement
systems under Chapter 32. Local retirement systems, as well as the
Pensions Reserves Investment Trust (PRIT) Fund, are both served by
actuarial data and valuation reports maintained and produced by
PERAC. PERAC also develops and maintains information regarding
superannuation and disability grants, and reviews disability pensions.
Finally, PERAC advises local retirement boards on investments and
establishes fund management policies for those boards. By virtue of
being Chair of the State Retirement Board and Chair of the Pension
Reserves Investment Management Board, as well as a member of the
Teachers Retirement Board, the State Treasurer has expertise in all of
these areas and has oversight over entities with many of the same
responsibilities as PERAC. As currently constituted, however, the
Treasurer is not a member of the Commission. This section seeks to
correct that inequity by making the Treasurer a member of PERAC
and giving the position a voice in decisions that cut across the state
and local retirement and pension systems.
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4 An Act to benefit higher education savings and investment
programs in the commonwealth.

This This bill creates a new Chapter in the General Laws,
Chapter 15D, establishing higher education savings and investment
programs in the Commonwealth. Although the U. Fund is currently
operational and administered by the Massachusetts Education
Financing Authority (MEFA), this bill as drafted by the Committee
on Taxation seeks to codify the existing plan for the sake of future
contracts, without impacting the existing rights or obligations under
MEFA’s contracts with its existing Service Providers and Investment
Managers. This bill includes a tax credit from $5O to $250,
depending upon contributions made to the U. Fund. Contributions
eligible for the tax credit range from $l,OOO to $5,000 per year. It
also makes the earnings from the U. Fund investments state-tax
exempt when used for qualified education expenses. Other provisions
include: language which prohibits including the value of U. Fund
deposits when determining eligibility for state financial aid programs;
creating a system of payroll deductions within government subdivi-
sions for the U. Fund; and exempting U. Fund assets from any legal
outcome relating to insolvency or satisfying any debt or liability of
the holder.

5. An Act providing technical changes and increasing security

OF THE ABANDONED PROPERTY AND UNCLAIMED CHECK FUNDS.

This bill has four purposes: 1) provides technical corrections to
resolve inconsistencies between the Abandoned Property Law
(Chapter 200A), and unclaimed funds relative to the insurance
industry; 2) caps the fee charged by an heir finder for services pro-
vided in assisting in the recovery of unpaid checks from the Com-
monwealth’s Unclaimed Check Fund at 10% of the asset’s value.
This would apply the same cap that is in place for abandoned property
to unpaid checks, thereby reducing the probability of fraudulent
activity; 3) enables the Treasurer to reject any worthless abandoned
property and provides for the Treasurer to turn over any firearms,
received as abandoned property, to the state police; and 4) clarifies
the public record status of the unpaid check fund and abandoned
property fund.
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6. An Act relative to the game called keno.

This proposal responds to concerns about the spread of KENO,
particularly to younger users, by making “pouring establishments” the
only qualified applicants for KENO licenses. It also allows the Lot-
tery Commission, under its current regulatory authority, to promul-
gate additional rules and regulations as necessary to implement
KENO. Finally, it provides certain “grandfathering” provisions for
current KENO licensees.

7. An Act relative to giftcertificates.

This proposal complements recently passed legislation recom-
mended by the Treasurer’s Task Force on Abandoned Property,
Chapter 198 of the Acts of 2000, which improved the state’s Aban-
doned Property laws. It seeks to provide relief to businesses from the
cumbersome abandoned property system as it relates to gift certifi-
cates, while maintaining and improving consumer protections, by
capping the life of gift certificates at 10 years and removing them
from the provisions of abandoned property law.

8, An Act relative to retirement compensation and allowances.

This bill creates a mechanism to allow payment of pensions and
collection of contributions that would otherwise exceed the IRS
limits. It provides necessary amendments, consistent with federal
requirements, to maintain the benefits of tax qualification while
ensuring that public members of the retirement system receive their
expected benefit.

9, An Act amending the retirement laws of the commonwealth.

This proposal amends Chapter 32 to eliminate the right of judges to
It represents a consolidation and

s previously filed by the Judicial
also permits the payment of retire-
}f such allowances, including bene-
ing payments pursuant to domestic

collect two Chapter 32 pensions,
revision of somewhat similar bil
Conference and the Governor. It
ment allowances for all recipients
ficiaries and former spouses recen
relations orders.
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10 An Act defining the authority of the board of bank incorpo-

ration.

This bill proposes to change the showing of “net new benefits”
from simply a consideration of the Board to a firm determinant in its
decision process. It puts the burden on any new banking institution to
prove to the Board that it will provide “net new benefits” to the Com-
monwealth, removing the Board’s discretion on how heavily to con-
sider “net new benefits,” by making it an affirmative determination in
the approval or denial of a petition.

ii An Act relative to the abolition of county government

This bill strikes a section of law that authorizes certain payments of
expenses by counties. Under this section, counties make payments
and are then entitled to reimbursement by the Commonwealth. A
repeal of this section would clarify the law as it relates to current
practice. Most counties have been abolished, and the Legislature does
not, and has not in the past, appropriated funds to agencies to reim-
burse the counties under this section.

12 An Act amending the investment laws of the commonwealth

This bill amends the eligible investments provided by Section 38 of
Chapter 29 of the General Laws, which are in need of technical update
as well as revision. Without changes to the eligible investment list,
the cost of investment collateral will increase, reducing the return on
the Commonwealth’s funds.

13. An Act amending the public administration statute.

This proposal would increase the limit on the amount of estates for
small public administrations from $7OO to $5,000, and clarifies that all
property received by the Treasury pursuant to the public administra-
tion statute should be treated like all other abandoned property.
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