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INTRODUCTION

The Board Profile section of the PERAC Annual Report provides a detailed
assessment of some of the important indicators relative to the financial health
of the retirement systems. The information provided in this report can enable
board members to provide factual comment and advice to policymakers as
various proposals relative to the retirement law are assessed. Through this and
other studies, the Commission seeks to provide objective, comprehensive, and
accurate data for use by all interested parties.

AWORD ON PORTFOLIO VALUATIONS

In assessing investment performance, PERAC relies on the retirement boards to
submit accurate and complete information about investment activity. PERAC
numbers might differ from those provided to a board by its consultant because
PERAC measures all assets, including monies not committed to investment
management.

Asset allocation is once again presented in graph form. The way a board allo-
cates its assets among the various investment classes available to it has long
been recognized as the prime determining factor in the generation of returns.

Allocation information reported by the investment consultants advising the
retirement hoards or PRIM forms the basis of these graphs. PERAC has not
independently confirmed the accuracy of this data. The Key used for the Asset
Allocation graphs is shown below.
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ACTUARIAL

As always, actuarial information details the fiscal condition of the systems,
which can play a direct role in state and local budgets. The funded ratio
indicates the extent to which assets cover system liabilities. When the system
will pay off its unfunded liability and what type of funding technique is being
used are also noted. PERAC has consistently urged boards to conduct actuarial
valuations in order to provide an up-to-date assessment of the fiscal condition
of the system.

The Funding Schedule item reflects the amortization schedule for the
Unfunded Actuarial Liability (UAL). For example, 1.5% increasing with a year
fully funded of 2030 means the UAL is being amortized on a 1.5% annually
increasing basis to FY30.

A number of systems utilize phase-in schedules in which payments increase
more rapidly over the first few years of the schedule than later in the schedule.
We reflect those schedules using the ultimate amortization schedule and note
there is a phase-in. For example, “4.0% Increasing Phase-in” with a year fully
funded of 2035 means the total appropriation increases 8.0% per year for a
period of time and then the remaining unfunded liability is amortized on a 4.0%
annual increasing basis until FY35. Twenty-two systems currently use a phase-
in approach and both the percentage increase and number of years before the
amortization begins vary. Schedules described at “Total Increasing” mean the
annual appropriation increases by the amount indicated, which may vary, for
the entire schedule. Forty-six systems have such a schedule. In total, about
two-thirds of systems utilize a phase-in and/or total increasing schedule.

PERAC approved 78 revised funding schedules and completed 27 actuarial
valuations (including interim valuations) in 2014. The valuations complemented
the 49 valuations performed by private actuaries. The Actuarial Unit also
completed the annual actuarial valuation of the Commonwealth’s pension
liability. Throughout the year, PERAC responded to legislative and gubernatorial
requests for analysis of legislation and made presentations at several forums.

The Massachusett Investment Return Assumption from 2003 to present is
illustrated below.
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MEDICAL PANELS/POST RETIREMENT EARNINGS

In addition to the information detailed in the Profiles, PERAC, as always, has been
busy assisting the boards in other areas. In 2014, 669 medical panel requests
were processed and 1302 comprehensive medical evaluations were conducted.
This led to the approval of 573 disability applications and 24 accidental death
claims. Eight medical re-examinations of disability retirees took place.

Such medical evaluations and examinations resulted in 5 members returning
to work saving $314,456.

PERAC is responsible for the post-retirement monitoring of disabled retirees.
One aspect of that task is enforcing the earnings limits set forth in Chapter
32. In 2014, PERAC analyzed 15,699 earnings reports, 3,792 retirees reported
earnings and 125 earned in excess of the statutory limits. An additional 91
retirees failed to comply with the reporting requirement. This resulted in
the identification of $1,167,922 in excess earnings and $1,334,305 for non-
compliance. In addition 38 retirees waived their allowance saving $512,247.

No members’ retirement benefit was modified under the Commission’s
Modification Policy in 2014. This review to date has resulted in the
modification of 14 member retirement allowances. Savings due to that action
total $325,124 annually.

In 2014, 669 medical panel requests were
processed and 1302 comprehensive medical
evaluations were conducted. This led to the

approval of 573 disability applications and 24
accidental death claims. Such medical
evaluations and examinations resulted in 5

members returning to work saving $314,456.
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AUDITS

In 2014 PERAC conducted 27 audits of retirement systems. In addition,
12 follow-up audits were issued. In the last few years the Commission has
awarded Certificates of Achievement to those systems found by our auditors
to be operating in an exemplary fashion. In 2014 we issued 5 Certificates of
Achievement. As always, PERAC audit staff conducted annual seminars on the
preparation of the Annual Statement.

COMPLIANCE UPDATE

Chapter 32 mandates that retirement board members complete training during
each year of service on the retirement board. Failure to meet this mandatory
requirement will prohibit the member from serving beyond the conclusion of
the term for which the training requirement was not met.

Since this program began several retirement board members have become
ineligible for service on retirement boards due to failure to fulfill the education
mandate.

The Commission has expanded the opportunities for board members to fulfill
this obligation through expanding web based educational events, increasing
credit for non PERAC programs, and scheduling numerous educational sessions
across Massachusetts.

The following graph provides an overview of the total number of courses
completed from the inception of the program up through 12/31/14.

COURSES COMPLETED SINCE INCEPTION (2012-2014)

2012

YEAR

2013

2014 1,796

0 500 1000 1500 2000

COMPLETED COURSES




COMPLIANCE UPDATE (Continued)

The following graph provides a breakout of the courses completed in 2014.

2014 COURSES (COMPLETED)

¥ 5—SURVIVOR BENEFITS
(3= SEVENTH ANNUAL PUBLIC LAW CONFERENCE

k{3 PRE-RETIREMENT COUNSELING

68 OPEN MEETING LAW (ONLINE)

OPEN MEETING LAW WORKSHOP (2)

11 ONFLICT OF INTEREST LAW SEMINAR
13— NCPERS (TEDS)
v 25— BIDDING BASICS
L2 S— ANNUAL STATEMENT: SCHEDULE 7
¥ 35— ACTUARIAL, DISABILITY & CALCULATIONS

PUBLIC RECORDS LAW SEMINAR (2)
P2F2 CONFERENCE (1)
GASB’s DEFINED BENEFIT (1)

GASB 67/68 UPDATE (3)

# COMPLETIONS BY COURSE

MACRS: LEGISLATIVE PROCESS
MACRS: SETTING THE RECORD STRAIGHT

y ([ == MACRS: LEGAL PANEL
(35— MACRS: ACCOUNTING FOR NON-ACCOUNTANTS

v1: 55— INVESTMENT FEES, LEGISLATIVE PROCESS, CHAPTER 176

¥ %351 ACTUARIAL HODGEPODGE
(% - SETTING THE RECORD STRAIGHT
([ J=— ACCOUNTING FOR NON-ACCOUNTANTS
GOVERNMENT FINANCE OFFICERS ASSOCIATION (2)
] ] ] ]

L L =—CONFLICT OF INTEREST LAW (ONLINE)

191 MACRS: ECONOMIC OUTLOOK
L£: 74— MACRS: MPPA/MACRS LEGAL PANEL
(k2 S—MACRS: PERAC CEU TRAINING

LE: 25— MACRS: SECOND GENERAL SESSION

g (- 35— EMERGING ISSUES FORUM 2014

0 50 100 150 200
COMPLETIONS (data as of 12/31/14)

250

PERAC ANNUAL REPORT 2014 | 9



COMPOSITE INVESTMENT PROFILE
» Commonwealth of Massachusetts
» Public Employee Retirement Systems and Pension Reserves Investment Trust
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