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In the Year One Thousand Nine Hundred and Ninety-Four.

An Act relative to the administration and financing of thestate
EMPLOYEES’ AND TEACHERS’ RETIREMENT SYSTEMS.

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. Section 4G of chapter 7of the General Laws, as
2 most recently amended by Section 5 of chapter 6 of the acts of
3 1991, is hereby amended by striking out the first sentence and
4 inserting in place thereof the following sentence: —The following
5 agencies are hereby declared to be within the executive office for
6 administration and finance; the civil service commission; the
7 municipal personnel advisory board; the Massachusetts commis-
-8 sion against discrimination; the Massachusetts office on disability;
9 the finance advisory board, the retirement law commission; the

10 board of economic advisors; the group insurance commission; the
11 low-level radioactive waste management board; and the office of
12 dispute resolution.

1 SECTION 2. Section 5B of chapter 10 of the General Laws,
2 as appearing in the 1990 Official Edition, is hereby amended in
3 line 20 by inserting after the words “state treasurer” the
4 following: “and the commonwealth retirement investment
5 council established in Section twenty-three of chapter thirty-two”.

1 SECTION 3. Said chapter 10, as so appearing, is hereby
2 further amended by striking out the caption preceding Section 18.
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1 SECTION 4. Said chapter 10, as so appearing, is hereby
2 further amended by striking out Sections 18, 19, and 20.

1 SECTION 5. Chapter 15 of the General Laws, as appearing in
2 the 1990 Official Edition, is hereby amended by striking out the
3 caption preceding Section 16.

1 SECTION 6. Said chapter 15, as so appearing, is hereby
2 further amended by striking out Sections 16, 17, and 18.

1 SECTION 7. Section 38A of chapter 29 of the General Laws,
2 as appearing in the 1990 Official Edition, is hereby amended, in
3 line 9, by adding after the word “determined” the following: -

4 provided, further, that nothing in this section shall confer on the
5 state treasurer any authority with regard to the assets of the
6 Massachusetts state employees’ retirement system or the Massa-
-7 chusetts teachers’ retirement system without the approval of the
8 Commonwealth retirement investment council established is
9 section twenty-three of chapter thirty-two”.

1 SECTION 8. Section 20 of chapter 32 of the General Laws,
2 as appearing in the 1990 Official Edition, is hereby amended by
3 striking out subdivisions (1) and (2) and inserting in place
4 thereof the following subdivisions;
5 Section 20. (1) Massachusetts State Employees’ Retirement
6 System. (a) The contributory retirement system for state
7 employees’ shall be known as the “Massachusetts state employees’
8 retirement system” and all of its business shall be transacted under
9 such name.
10 (b) There is hereby created a body corporate and politic,
11 constituting a public corporation and government instrumental-
-12 ity, to be known as the Massachusetts State Board of Retirement,
13 hereinafter referred to as the board, which shall be responsible
14 for the management of the Massachusetts state employees’
15 retirement system. The board is hereby placed in the executive
16 office for administration and finance but shall not in any way be
17 subject to the supervision or control of said office or any other
18 board, bureau, department, or other agency of the commonwealth
19 except as specifically provided in this chapter.



1994] 3HOUSE No. 4234

20 (c) The board shall be governed and its corporate powers
21 exercised by a board of directors, which shall consist of seven
22 members as follows: the state treasurer, or his designee, who shall
23 be a member ex-officio and who shall serve as chairman, the
24 secretary of the executive office for administration and finance,
25 or his designee, who shall be a member ex-officio, the personnel
26 administrator, or his designee, who shall be a member ex-officio,
27 one member who shall be appointed by the governor from a list
28 of three nominations submitted by the Retired State, County and
29 Municipal Employees Association of Massachusetts and shall be
30 aretired member of the Massachusetts state employees’ retirement
31 system, two members who shall be elected by the members in or
32 retired from service of such system from among their number, and
33 a member who shall be chosen by a majority of the other members.
34 If a member is not chosen by the other six members within thirty
35 days after the expiration of the term of the chosen member, the
36 governor shall appoint a member. Upon the expiration of the term
37 of office of any appointed, elected, or chosen member or in the
38 case of a vacancy in any of said offices, his successor shall be
39 appointed, elected, or chosen as aforesaid for a four-year term
40 or for the unexpired portion thereof, as the case may be, except
41 that in no event shall the term of the elected members expire in
42 the same year as the term of the chosen member. Four directors
43 shall constitute a quorum. The directors shall serve without
44 compensation, but each director shall be entitled to reimburse-
-45 ment for actual and necessary expenses, including loss of salary
46 or wages, incurred in the performance of official duties.
47 (d) The directors shall appoint and may remove an executive
48 director and shall establish his salary. The executive director shall
49 be the chief executive officer of the board and shall direct and
50 supervise its administrative affairs and general management. The
51 executive director shall serve as secretary of the board and shall
52 keep a record of the proceedings of the board of directors and
53 shall be custodian of all books, documents, and papers filed with
54 the board, and its official seal. Subject to the general supervision
55 of the board of directors, the executive director shall employ other
56 employees and prescribe their duties and fix compensation;
57 provided, that the salaries of said employees shall not exceed the
58 sum annually approved therefore by the board of directors. The
59 provisions of Sections nine A, forty-five, forty-six and forty-six C
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60 of chapter thirty, chapter thirty-one, and chapter one hundred and
61 fifty E shall not apply to the executive director or any other
62 employee of the board.
63 (e) The executive director may appoint and may remove,
64 subject to the approval of the board, a general counsel who shall
65 serve as chief legal counsel to the board; provided, that in all court
66 proceedings involving the board as a party, the attorney general
67 shall serve as the legal representative of the board; provided,
68 further, in such cases as the board deems necessary, it may employ
69 other counsel.
70 (f) The directors shall adopt an annual budget and supplemen-
-71 tal budgets as deemed necessary by the board subject to the
72 approval of the senate and house committees on ways and means;
73 provided, however, that ifthe said committees have taken no final
74 action to disapprove any such budget, within sixty days of its being
75 filed with said general court it shall be deemed approved; and
76 provided, further that if the general court disapproves any such
77 budget within sixty days, the board shall operate under the
78 annualized budgetary level most recently approved pending the
79 filing and subsequent approval of any other such annual or
80 supplemental request.
81 (g) In addition to the general powers and duties set forth in
82 subdivision (5) of this section, the board shall have the following
83 powers and duties:
84 (i) to adopt an official seal;
85 (ii) to make contracts and execute all instruments necessary or
86 convenient for carrying on of its business;
87 (iii) to accept any and all donations, grants, bequests, and
88 devises, conditional and otherwise, of money, property, service,
89 or other things of value which may be received from any agency,
90 institution, person, firm or corporation, public and private, to be
91 held, used or applied for any or all the purposes specified in this
92 chapter in accordance with the terms and conditions of any such
93 grant. Receipt of each such donation or grant shall be detailed
94 in the annual report of the board. Such report shall include the
95 identity of the donor or lender, the nature of the transaction and
96 any conditions attaching thereto;
97 (iv) to acquire, own, hold, dispose of and encumber personal
98 or real property of any nature or any interest therein in the exercise
99 of its powers and performance of its duties under this chapter;
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100 (v) to prepare, publish, and distribute, with or without charge
101 as the board may determine, such brochures, reports, bulletins and
102 other materials regarding the provisions of this chapter,
103 retirement education, and its activities as it deems appropriate;
104 (vi) to prepare a biennial actuarial valuation and conduct such
105 other actuarial investigations as the board deems necessary;
106 (vii) to annually submit to the governor, the senate and house
107 committees on ways and means, the joint committee on public
108 service, the secretary of administration and finance, and the
109 comptroller an annual report of the Massachusetts state
110 employees’ retirement system’s financial condition, its operations
111 and accomplishments, and its actuarial value;
112 (viii) to subject the books and records of theboard to an annual
113 audit by an independent auditor who shall conduct an
114 examination pursuant to the provisions of paragraph (a) of
115 subdivision (1) of section twenty-one of this chapter; and
116 (ix) to do any and all things necessary or convenient to carry
117 out the purpose of this chapter.
118 (2) Massachusetts Teachers’ Retirement System. - (a) The
119 contributory retirement system for teachers shall be known as the
120 “Massachusetts teachers’ retirement system” and all of its business
121 shall be transacted under such name.
122 (b) There is hereby created a body corporate and politic,
123 constituting a public corporation and government instrumental-
-124 ity, to be known as the Massachusetts Teachers’ Retirement
125 Board, hereinafter referred to as the board, which shall be respon-
-126 sible for the management of the Massachusetts teachers’
127 retirement system. The board is hereby placed in the executive
128 office for administration and finance but shall not in any way be
129 subject to the supervision or control of said office or any other
130 board, bureau, department, or other agency of the commonwealth
131 except as specifically provided in this chapter.
132 (c) The board shall be governed and its corporate powers
133 exercised by a board of directors, which shall consist of seven
134 members as follows: the commissioner of education, or his
135 designee, who shall be a member ex-officio and who shall serve
136 as chairman, the secretary of the executive office for adminis-
-137 tration and finance, or his designee, who shall be a member ex-
-138 officio one member who shall be appointed by the governor from
139 a list of three nominations submitted by the Massachusetts
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140 Association of School Superintendents and shall be an active
superintendent of a Massachusetts school district, one member
who shall be appointed by the governor from a list of three
nominations submitted by the Massachusetts Retired Teachers
Association and shall be a retired member of the Massachusetts
teachers’ retirement system, two members who shall be elected by
the members in or retired from service of such system from among
their number, and a member who shall be chosen by a majority
of the other members. If a member is not chosen by the other six
members within thirty days after the expiration of the term of the
chosen member, the governor shall appoint a member. Upon the
expiration of the term of office of any appointed, elected, or
chosen member or in the case of a vacancy in any of said offices,
his successor shall be appointed, elected, or chosen as aforesaid
for a four-year term or for the unexpired portion thereof, as the
case may be, except that in no event shall the term of the elected
members expire in the same year as the term of the chosen
member. Four directors shall constitute a quorum. The directors
shall serve without compensation, but each director shall be
entitled to reimbursement for actual and necessary expenses,
including loss of salary or wages, incurred in the performance of
official duties.
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(d) The directors shall appoint and may remove an executive
director and shall establish his salary. The executive director shall
be the chief executive officer of the board and shall direct and
supervise its administrative affairs and general management. The
executive director shall serve as secretary of the board and shall
keep a record of the proceedings of the board of directors and
shall be custodian of all books, documents, and papers filed with
the board, and its official seal. Subject to the general supervision
of the board of directors, the executive director shall employ other
employees and prescribe their duties and fix compensation;
provided, that the salaries of said employees shall not exceed the
sum annually approved therefore by the board of directors. The
provisions of Sections nine A, forty-five, forty-six and forty-six C
of chapter thirty, chapter thirty-one, and chapter one hundred and
fifty E shall not apply to the executive director or any other
employee of the board.
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178 (e) The executive director may appoint and may remove,
179 subject to the approval of the board, a general counsel who shall
180 serve as chief legal counsel to the board; provided, that in all court
181 proceedings involving the board as a party, the attorney general
182 shall serve as the legal representative of the board; provided,
183 further, in such cases as the board deems necessary, it may employ
184 other counsel.
185 (f) The directors shall adopt an annual budget and supplemen-
-186 tal budgets as deemed necessary by the board subject to the
187 approval of the senate and house committees on ways and means;
188 provided, however, that if the said committees have taken no final
189 action to disapprove any such budget, within sixty days of its being
190 filed with said general court it shall be deemed approved; and
191 provided, further that if the general court disapproves any such
192 budget within sixty days, the board shall operate under the
193 annualized budgetary level most recently approved pending the
194 filing and subsequent approval of any other such annual or
195 supplemental request.
196 (g) In addition to the general powers and duties set forth in
197 subdivision (5) of this section, the board shall have the following
198 powers and duties:
199 (i) to adopt an official seal;
200 (ii) to make contracts and execute all instruments necessary or
201 convenient for carrying on of its business;
202 (iii) to accept any and all donations, grants, bequests, and
203 devises, conditional and otherwise, of money, property, service,
204 or other things of value which may be received from any agency,
205 institution, person, firm or corporation, public and private, to be
206 held, used or applied for any or all the purposes specified in this
207 chapter in accordance with the terms and conditions of any such
208 grant. Receipt of each such donation or grant shall be detailed
209 in the annual report of the board. Such report shall include the
210 identity of the donor or lender, the nature of the transaction and
211 any conditions attaching thereto;
212 (iv) to acquire, own, hold, dispose of and encumber personal
213 or real property of any nature or any interest therein in the exercise
214 of its powers and performance of its duties under this chapter;
215 (v) to prepare, publish, and distribute, with or without charge
216 as the board may determine, such brochures, reports, bulletins and
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217 other materials regarding the provisions of this chapter,
retirement education, and its activities as it deems appropriate;218

219 (vi) to prepare a biennial actuarial valuation and conduct such
other actuarial investigations as the board deems necessary;220

221 (vii) to annually submit to the governor, the senate and house
committees on ways and means, the joint committee on public
service, the secretary ofadministration and finance, the secretary
of education, the board of education and the comptroller an
annual report of the Massachusetts teachers’ retirement system’s
financial condition, its operations and accomplishments, and its
actuarial value;
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228 (viii) to subject the books and records of the board to an annual

audit by an independent auditor who shall conduct an
examination pursuant to the provisions of paragraph (a) of
subdivision (1) of section twenty-one of this chapter;

229
230
231
232 (ix) to levy against any disbursing authority whofails to submit

the amounts withheld pursuant to paragraph (i) of subdivision (1)
of Section 22 of this chapter an interest penalty calculated at the
rate of regular interest as defined in Section one of this chapter
from the tenth day of the month to the date said amounts are
received; provided, that amounts received as an interest penalty
shall be deposited in the investment income account of the Massa-
chusetts teachers retirement system; and
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240 (x) to do any and all things necessary or convenient to carry

out the purpose of this chapter.241
(h) Whenever the State-Boston retirement system retires a

teacher who is a member of said retirement system, and the
chairman or executive officer of the Boston retirement board,
certifies under oath to the Massachusetts teachers’ retirement
board the amount of such pension paid during any period prior
to the immediately preceding July first for which reimbursement
has not been made and furnishes such other information as the
latter board may require, Boston shall be reimbursed therefor by
the commonwealth; provided, that the amount of such
reimbursement shall in no event be in excess of the amount to
which the teacher would have been entitled as a pension had he
been a member of the Massachusetts teachers’ retirement system.
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1 SECTION 9. Paragraph (a) of subdivision (6) of Section 22
2 of said chapter 32, as most recently amended by Section 354 of
3 chapter 133 of the Acts of 1992, is hereby amended by striking
4 out clauses (iii), (iv), and (v) and inserting in place thereof the
5 following:
6 (iii) An amount equal to the amount determined pursuant to
7 the provisions of paragraph (a) of subdivision (7) of this section
8 for the expense funds of the Massachusetts state employees’ and
9 teachers’ retirement systems, respectively, shall be transferred to

10 such funds; and
11 (iv) Any balance remaining in the investment income account
12 after the transfers heretofore provided for in this paragraph have
13 been made, shall be transferred to the pension reserve, and any
14 amount by which such balance is insufficient to carry out the
15 preceding provisions of this paragraph shall be charged to the
16 pension fund and credited to the investment income account for
17 the purpose of making up the deficit.

1 SECTION 10. Subdivision (7) of said Section 22 of said
2 chapter 32, as most recently amended by Section 355 of chapter
3 133 of the acts of 1992, is hereby amended by striking out para-
-4 graph (a) and inserting in place thereof the following
5 paragraph:
6 (a) Expense Fund of the Massachusetts State Employees’
7 Retirement System and the Massachusetts Teachers’ Retirement
8 System. The Massachusetts state board of retirement and the
9 Massachusetts teachers’ retirement board shall each adopt an

10 annual budget and supplemental budgets as deemed necessary by
11 said boards for the expense funds of the Massachusetts state
12 employees’ and teachers’ retirement systems; provided, that said
13 budgets shall be adopted pursuant to the provisions of para-
-14 graph (f) of subdivision (1) and paragraph (f) of subdivision (2),
15 respectively, of section twenty. In addition to the said budgets,
16 the expense funds of said systems shall be deemed to include the
17 amounts assessed against said boards by the commonwealth
18 retirement investment council, established in section twenty-three.
19 The amounts necessary to fund said expense funds shall be
20 charged to the investment income account.
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1 SECTION 11. Section 23 of said chapter 32, as so appearing,
2 is hereby amended by striking out subdivision (1) and inserting
3 in place thereof the following subdivision:
4 Section 23. (1) Massachusetts State Employees’ Retirement
5 System and Massachusetts Teachers’ Retirement System.
6 (a) There shall be a Massachusetts retirement investment
7 council hereinafter referred to as the council, which shall have
8 general supervision of the investment and reinvestment of the
9 annuity savings funds and the annuity reserve funds of the Massa-

10 chusetts state employees retirement system and the Massachusetts
11 teachers’ retirement system. Such council shall consist of nine ex-
-12 officio members as follows: the state treasurer who shall serve as
13 chairman, the chairman of the Massachusetts teachers’retirement
14 board who shall serve as vice chairman, the secretary of the
15 executive office for administration and finance, or his designee,
16 four members who shall be the elected members of the board of
17 directors of the Massachusetts state board of retirement and the
18 Massachusetts teachers’retirement board, and two members who
19 shall be the chosen member of each of the said boards.
20 (b) Five members of the council shall constitute a quorum. The
21 members of the council shall serve without compensation but shall
22 be reimbursed for actual and necessary expenses. The provisions
23 of chapter two hundred and sixty-eight A shall apply to all
24 members of the council; provided, however, that the board may
25 make investments in which a member has an interest or
26 involvement if, however, such interest or involvement is disclosed
27 in advance to the other members of the board and contemporane-
-28 ously recorded in the minutes of the council; and provided,
29 further, that no member having such an interest or involvement
30 may participate in any particular matter, as defined in Section one
31 of chapter two hundred and sixty-eight A, relating to such
32 investment.
33 (c) The council shall annually on or before May first, file with
34 the governor, the general court, the Massachusetts state
35 employees’ retirement board, the Massachusetts teachers’
36 retirement board, and the commissioner of public employee
37 retirement administration a sworn statement of the financial
38 condition of the fund as of December thirty-first of the preceding
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39 year. The commissioner may for cause shown extend the time for
40 filing any such statement.
41 (d) The council shall:
42 (i) act as trustees for the Massachusetts state employees’
43 retirement system and the Massachusetts teachers’ retirement
44 system for which it invests or manages monies in accordance with
45 the standard of care set forth in subdivision (3); provided,
46 however, that the duties and obligations of the council shall be
47 set forth in a declaration of trust adopted by the council; and
48 provided, further, that any declaration of trust shall be subject
49 to the approval of the joint committee on public service; and
50 provided, further, if said committee takes no final action relative
51 thereto with forty-five days of the date of filing thereof with the
52 clerk of the senate and house of representatives, such declarations
53 of trust and such amendments thereto shall be deemed approved;
54 (ii) act as treasurer-custodian of the annuity savings and
55 annuity reserve funds of the Massachusetts state employees’
56 retirement system and the Massachusetts teachers’ retirement
57 system and shall have custody of the funds and securities of said
58 funds;
59 (iii) employ investment advisors, legal counsel, and such other
60 consultants as it deems necessary;
61 (iv) approve and ratify decisions of the state treasurer;
62 (v) formulate policies and procedures deemed necessary and
63 appropriate to carry out its functions;
64 (vi) maintain a record of its proceedings;
65 (vii) adopt an annual budget and assess fees for the reasonable
66 and necessary expenses incurred by the council in managing the
67 funds, which shall be paid by the council from earnings of the
68 funds in conformance with the established budgetary levels;
69 provided, that the state treasurer shall certify to the council those
70 employees of the investment division of the state treasury whose
71 salary, or a portion thereof, should be included herein as a result
72 of their active management of the funds;
73 (viii) determine and allocate annually earnings on shares
74 owned by said retirement systems;
75 (ix) file quarterly, on or before March first, June first,
76 September first, and December first of each year, with the senate
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77 and house committees on ways and means, the joint committee
on public service, the Massachusetts state board of retirement, and
the Massachusetts teachers’ retirement board a report detailing
brokerage transactions, fees paid to investment consultants and
managers, master trustee and custody fees, a detailed investment
portfolio analysis describing all holdings in the funds, and a
budget status report detailing expenses by month;
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(x) to subject the books and records of the council to an annual
audit by an independent auditor and a triennial audit by the
commissioner;
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(xi) undertake any other activities necessary to implement the
duties and powers set forth herein.

87
88
89 (e) Subject in each instance to the approval or ratification of

the council, the state treasurer shall invest and reinvest such funds
held by such council to the extent not required for current
disbursements, as much as reasonable possible to benefit and
expand the economic climate within the commonwealth so long
as such is consistent with sound investment policy and the other
requirements of this section; provided, however, that no funds are
to be invested directly in mortgages or in collateral loans;
provided, further, that no funds are to be invested in any bank
or financial institution which: directly or through its subsidiaries,
has outstanding loans to the Republic of South Africa or its
instrumentalities, and no assets shall be invested in stocks,
securities, or other obligations of any company doing business in
or with the Republic of South Africa; and provided, further, that
no funds are to be invested in any bank of financial institution
which directly or through any subsidiary has outstanding loans
to any individual corporation involved in the manufacture,
distribution or sale of firearms, munitions, including rubber or
plastic bullets, tear gas, armored vehicles, or military aircraft for
use or deployment in any activity in Northern Ireland, and no
assets shall be invested in the stocks, securities or other obligations
of any company so engaged.
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(f) The investment and fund management policies adopted by
the council shall not be subject to the rules and regulations
promulgated by the commissioner governing the investment of
funds by the retirement boards.
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115 (g) Payments from the funds of each system shall be made by
116 the state treasurer only upon vouchers signed by a person
117 designated by the respective retirement boards of such systems by
118 a vote a duly attested copy of which, bearing upon its face
119 specimen signatures of such persons, shall be filed with the council
120 and the state treasurer as authority for making payments upon
121 vouchers so signed.
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