Commission Meeting Minutes
December 2, 2015 — As Amended

Chairman Brown called the meeting to order at 2:15 PM. He then acknowledged the other
Commissioners present: Commissioners Kate Fitzpatrick, Elizabeth Fontaine, John Langan,
James Machado, Robert McCarthy, and Gerald McDonough.

Chairman Brown announced that the Commission meeting is being tape recorded which will be
noted in the minutes.

PERAC Staff Present: Executive Director Joseph Connarton, Deputy Executive Director Joseph
Martin, General Counsel/Deputy Director John Parsons, Deputy General Counsel/Managing
Attorney Judith Corrigan, Actuary James Lamenzo, Director of Strategic Planning Mike DeVito,
Compliance Officer Thomas O’Donnell, Compliance Counsel Derek Moitoso, Senior Associate
General Counsel Ken Hill, Associate General Counsel Patrick Charles, Director of
Administrative Services Caroline Carcia, Chief Auditor Harry Chadwick, Compliance Analyst
Cheryl Johnson, and Senior Executive Assistant Kim Boisvert.

Ms. Boisvert announced the guests in attendance: Sean Neilon representing Mass Teachers’
Retirement Board, Nick Favorito representing the Mass State Retirement Board, Tom Gibson
representing the Middlesex and Belmont Retirement Boards, Kimberly Fletcher representing the
Newton Retirement Board, Kathleen Kiely-Becchetti representing MACRS and the Norfolk
County Retirement Board, Frank Valeri representing Mass Retirees, and Mark Bergin
representing NuParadigm Investment Partners.

Commissioner McCarthy made a motion to adopt the Commission meeting minutes from
October 14, 2015. Commissioner McDonough seconded the motion and the minutes were

unanimously adopted.

Administrative Sub-Committee

Chairman Brown reported that the Administrative Sub-Committee met on Wednesday,
November 18, 2015 and discussed the Executive Director’s Annual Evaluation. The Sub-
Committee discussed and provided the ratings for each Objective — Mr. Connarton received an
overall rating of Commendable Plus.

Chairman Brown made his final comments which he read to the group with his recommendation
for the final approval.

Commissioner Machado made a motion to adopt the recommendations of the Administrative
Sub-Committee providing an overall rating of Commendable Plus and a 3% salary increase.

Commissioner McDonough made a motion to separate the motion which would permit the

Commissioners to vote separately on the Annual Evaluation and the proposed salary increase.
Commissioner Fontaine seconded the motion and it was unanimously adopted.
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Commissioner Langan made a motion to adopt the recommendations of the Administrative Sub-
Committee providing an overall rating of Commendable Plus. Commissioner McDonough
seconded the motion and it was unanimously adopted.

Commissioner McCarthy made a motion to adopt the recommendations of the Administrative
Sub-Committee and provide the Executive Director a 3% salary increase. Commissioner
McDonough seconded the motion.

Commissioner Langan made an amendment to provide a 2% salary increase, the same as other
managers in state government. Commissioner McCarthy seconded the motion for the purpose of
discussion. Commissioner Langan stated that his motion is not to be interpreted to mean he has a
poor view of the Executive Director’s performance, but rather it is an attempt to be in line with
increases being provided by other state agencies. On the motion the Commissioners voted in
opposition with the exception of Commissioner Langan. The motion failed.

Chairman Brown called the motion on the table to adopt the recommendations of the
Administrative Sub-Committee and provide a 3% salary increase. The Commissioners voted in
favor of the motion, with Commissioner Langan in opposition. The motion was adopted.

Mr. Connarton stated that he is proud to be the Executive Director, then he thanked all
Commissioners for their support and the salary increase.

Commissioner McDonough stated that the Administrative Sub-Committee briefly discussed the
Executive Director’s contract, and it was decided to have an Administrative Sub-Committee
meeting in February 2016 with all Commissioners present. He further stated that January will be
his last meeting but if he had the opportunity to vote on Mr. Connarton’s contract he would vote
to extend it.

Legal Update

Mr. Parsons stated that the updated proposed regulations (840 CMR 7.00 STANDARD RULES
FOR ELECTIONS and 840 CMR 10.00 STANDARD RULES FOR DISABILITY
RETIREMENT), as provided in the package, include color coded comments (for ease of
reference) as received after four (4) public hearings.

Mr. Connarton stated that the next step is for the Commission to approve these draft regulations.
Then we will submit the regulations to the legislature.

The draft Election Regulations were presented and Mr. Charles explained all changes which
were requested during the hearing process. The guests in attendance had no additional
comments. The draft Disability Regulations were then presented. There were several areas of
concern such as — attorneys being present during an exam of the medical panel, and questions
regarding the medical fiiness standards.
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Commissioner McDonough made a motion to add the word “reasonable” in Section 10.02 after
“every” — so the phrase should be “...make every reasonable effort to ...”. Commissioner
Langan seconded the motion and it was unanimously adopted.

Commissioner McDonough made a motion to adopt the Election Regulations and the Disability
Regulation as amended. Commissioner Langan seconded it and the amended Regulations were
unanimously adopted.

Ms. Corrigan reported on the John Dunne v. PERAC and Melrose Retirement Board, CR-15-444.

Legislative Update

Mr. DeVito reported that FY’16 Budget, Outside Section 54 has passed into law as part of
Chapter 46 of the Acts of 2015. He explained that Governor Baker vetoed Outside Section 55
and it is unlikely that the Legislature will override that veto. He reminded the Commission that
H. 3566, PERAC’s Concurrent Beneficiaries legislation was heard by the Joint Committee on
Public Service on July 21, 2015, has been reported favorably by the Joint Committee on Public
Service and has been referred to the House Committee on Ways and Means. He then reported
that H. 17, PERAC’s bill which would authorize the Commission to hold hearings in Section
15(7) matters was heard on November 10, 2015. Mr. DeVito reported strong opposition to H. 17
from the Massachusetts’ Coalition of Police, Professional Firefighters of Massachusetts, Boston
Firefighters Union, and the National Association of Government Employees.

Mr. DeVito then offered his appreciation to those who assisted in the effort to uphold the veto of
Outside Section 55.

Audit Update

Mr. Chadwick reported that the Audit staff is currently auditing the Dukes County and Newton
Retirement Systems. He then stated that the Greenfield (no findings), Hampden County, and
Leominster Retirement System’s audit reports have been posted on the PERAC Web Page and
explained the respective findings. Mr. Chadwick then reviewed the most recent six-month
follow up audit reports for Attleboro, Cambridge, and Chicopee Retirement Systems.

Compliance Update

Mr. O’Donnell stated that the Annual Vendor Disclosures will be distributed in December and
are due back in the office by March 1, 2016. He reported that the SFIs will be sent to all board
members at the beginning of the calendar year and are due in May 2016. He continued that there
have been more than 1300 educational credits earned for this calendar year and everyone has or
will meet their annual quota. Mr. O’Donnell stated that there were 68 investment procurements
acknowledged by PERAC year to date in 2015.

Actuarial Update
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Mr. Lamenzo distributed several informational charts and talking points. He stated that in the
fall of 2014 he recommended that the 1/1/15 Commonwealth assumption be decreased to 7.75%
(ANF and the Treasurer agreed). After that recommendation, the PRIM NEPC Study was
released in January 2015 which showed a 30 basis point reduction in the 30 year average
expected return (from gross 8.2% to 7.9%). Therefore, he began recommending a decrease from
7.75% for 1/1/15 for local systems. He generally recommended 7.5% to 7.6% for the local
systems based on their funded status and funding schedule on a case-by-case basis. He would
like to wait until mid-January 2016 for the NEPC Study to be released prior to making a final
2016 recommendation. However, without that study he would likely recommend a 5-15 basis
point reduction (7.60%-7.70%). He provided a chart showing that in 2003 about 50% of the
Massachusetts retirement boards used an Investment Return Assumption greater than 8.0% and
currently 78 systems use an assumption less than 8.0% and the trend continues to decrease.
Nationally, the average assumption for 126 state, teacher, and large city plans is about 7.7%.

Executive Director’s Report

Mr. Connarton thanked the Commission for its continued support and reported on staff activities
since the last Commission meeting.

Mr. Connarton then stated that the draft 2016 Commission meeting schedule is included in the
monthly package. Draft meeting dates have been scheduled on the second Wednesday of each
month at 10:30 AM. A brief discussion ensued about schedules.

Commissioner Fitzpatrick made a motion to adopt the 2016 Schedule of Commission meetings
to be held on the second Wednesday of the month but to begin each meeting at 11:00 AM.
Commissioner Fontaine seconded the motion and it was unanimously adopted.

Mr. Connarton notified the Commission about the letter that he wrote to Attorney Brian Fox
(Murphy, Hesse, Toomey & Lehane) as it pertains to the Fifth Member appointment of the
Leominster Retirement Board. He then stated that the ballots should be mailed out for the
election for one of the elected member slots on December 15 and would be due 30 days later. He
will keep the Commission updated on this situation.

Mr. Connarton discussed the letter sent by the MTRS to Secretary Lepore as it pertains to its
funded ratio and how concerned they are that the funded ratio has decreased over the last 15
years. He stated that the MTRS had discussed this matter with Mr. Lamenzo who reported that
the charts in this letter are accurate.

There was discussion at the meeting regarding the allocated percentage that is split between
MTRS and the State Retirement Board, the Annual Required Contribution (ARC), the cost of
Retirement Plus, 9(c) cuts etc. Commissioner McDonough thanked the present and past
administration, and the Legislature for their commitment to meet the pension obligations.

Mr. Connarton briefly discussed the Strategic Plan that was created from the meetings held on
October 19 & 20, 2015. He stated that senior staff has met and identified the appropriate

964




individuals to fulfill each goal. His next step is to create a task force to be sure the dates created
are met and he will keep the Commission updated.

Mr. Connarton reported on 840 CMR 10:10(3) and 10:15(4) regarding the Annual Review of
Medical Fees and at this time he does not recommend an increase.

Commissioner McCarthy moved to continue the previous schedule of $100 for the Medical Fees.
The motion was seconded by Commissioner Fontaine and it was unanimously adopted.

Commission Travel

Mr. Connarton notified the Commission about the upcoming 2016 NCPERS Healthcare
Symposium and Legislative Conference being held on January 24 through 27,2016 in
Washington, DC should there be any interest in attending.

Commissioner McCarthy made a motion to grant permission for any Commissioners and staff to
attend the above conferences. Commissioner Fitzpatrick seconded the motion and it was

adopted.

Other Business

Mr. Connarton notified the Commission that Robert McCarthy has been re-appointed by the
State Auditor as the AFL — CIO representative.

Chairman Brown inquired if Commissioner McDonough would be in attendance at the next
meeting. Commissioner McDonough stated that the January 2016 would be his last meeting as
the Auditor’s designee on the Commission.

Chairman Brown stated that the next Commission meeting is scheduled to be held on
Wednesday, January 13, 2016 at 11:00 AM.

Commissioner Fontaine made a motion to adjourn the meeting. Commissioner McDonough
seconded the motion. The Commission meeting adjourned at 4:20 PM.

Commission Meeting Documents
Commission Agenda for the meeting of December 2, 2015
Commission Minutes for October 14, 2015

Administrative Sub-Committee
Executive Director Annual Performance Evaluation
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Legal Update
John Dunne v. PERAC and Melrose Retirement Board, CR-15-444

Proposed Regulations for Elections 840 CMR 7.00 and Disability Retirement 840 CMR 10.00

Legislative Update
Monthly Legislative Agenda and bullet points outlining legislation

Audit Update
Recent PERAC Audits

Executive Director’s Report

Updated Staff Activities Memo

Proposed Schedule of 2016 Commission Meetings

Letter from PERAC to Brian Fox, Esgq.

Letter from MTRS to Secretary Lepore

PERAC’s Strategic Plan

Memo to Commissioners Regarding 840 CMR 10:10(3) and 10:15(4)

Commission Travel
NCPERS Annual Conference Brochure

Other Documents Distributed at Meeting
Informational charts regarding the Investment Return Assumption for the Commonwealth

Approved:

227

Philip Y. Brown, Chairman
Public Employee Retirement
Administration Commission
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