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Message from the Chair

We proudly celebrate 105 years of service to Massachusetts educators

On July 1, the Massachusetts Teachers’ Retirement System will celebrate its 105th anniversary. Not surprisingly, our

membership demographics have changed significantly in the past century:

= Our total membership has grown from just over 7,500 to more than 159,000, and ours is now the largest of the
Commonwealth’s 104 public retirement systems.

= Asthe state’s population has multiplied and the average life expectancy has risen—for Massachusetts residents in
2016, it was 80 years and 8 months—the ratio of active members to benefit recipients has decreased. In 1914 there
were 42 teachers for every one retiree; in 2004, there were five active members for every two retirees. Today, the
ratio is just under three active members for every two benefit recipients.

This maturing of our plan has created funding challenges. As you know, the financial health of our system depends on

three sources of income: employee contributions, employer contributions (which are paid by the Commonwealth on

behalf of local school districts), and investment income. Our investment assets—now more than $29 billion—are

managed by the state’s Pension Reserves Investment Management (PRIM) Board, which has been long recognized as

one of the nation’s top public sector institutional investors. As noted in this newsletter, PRIM is in the running for

“Public Plan of the Year” and we congratulate them on their nomination—the fourth in as many years.

Although many things have changed since 1914, one thing has remained constant: our commitment to providing you,
the educators of Massachusetts, with quality service and retirement security. We look forward to serving you for many

years to come.
My best wishes to you and your families for a healthy and happy summer,

Jeff Wulfson, Deputy Commissioner of the Department of Elementary and Secondary Education, Chair of the
Massachusetts Teachers’ Retirement Board



2019 Benefit Verification process update:

Thank you, retirees!

As we go to press, 98% of you have already returned your

forms
st |
T As most of you know, every other year, we are required to conduct a process by which we
!
:“:g;,, verify all benefit recipients’ continued eligibility to receive payments.

This past January, we mailed blue and yellow Benéefit Verification forms to our over 66,000
members who were receiving a monthly benefit as of December 31, 2018. We are very happy to report that, as we go to press, we have received nearly

all of these forms—a return rate of 98% to date. Thank you for your cooperation!

Benefit recipients who do not submit completed forms by the beginning of July will have their MTRS benefit allowances interrupted, beginning with

their July payments, and their benefits will not be reinstated until they complete and return their Benefit Verification forms.

What is the purpose of the Benefit Verification process?

While we know that this might seem like a tedious and bothersome task for some of you, it is a very helpful and serious process for us. Most
importantly, it ensures the protection of the retirement system by verifying that we are paying benefits to you, the people who earned them.
In order to ensure that benefits are still being paid to the correct individuals, by law, we must confirm that the intended recipients are still

alive and, therefore, eligible to receive benefits.

In rare cases—none in recent years—we have discovered that, after a retiree has died, a family member has continued to collect benefits

even though that family member is not eligible for any survivor benefits.

As an added benefit, this process helps us identify retirees who are entitled to an increase in their benefits—specifically, members who
retired under Option C, whose Option C beneficiary has predeceased them, but who have not yet notified us of their beneficiary’s passing.
(Under Option C, if your survivor predeceases you, you are to notify the MTRS because you are then entitled to have your payment “pop up”

to the higher amount that you would have received under Option A.)

In addition to the Benefit Verification process, what other methods does the MTRS use to prevent the fraudulent collection of
benefits after a retiree’s death?

For many years, we have utilized a variety of verification methods, such as deceased Social Security number match services and tracking of
tax documents. Although these methods have been largely successful, the MTRS has uncovered a small number of instances where a family
member of a deceased retiree, who is not eligible for any survivor benefits, has continued to collect benefits after the retiree’s death. In

instances of pension fraud, we have worked with the Attorney General’s office to prosecute the appropriate individuals.

If the MTRS isn’t notified in a timely manner of a retiree’s death and an overpayment occurs, what do you do to collect the

overpayment?

In the event that we are not notified in a timely manner of a retiree’s death, or the retiree’s death occurs after our mid-month processing
date and we are unable to stop their benefit payment, an overpayment may occur. When this happens, it is our responsibility to recover any

benefits paid after the date of death.

In these cases, we understand that it may be a difficult time, and we work closely with our retiree’s survivors, and his or her estate, to

explain the steps that we need to take to reclaim the overpayment, or that they need to take to repay it.
In brief:

= Shortly after being notified of a benefit recipient’s death, we send a notice to the recipient’s bank, requesting the reclamation of the
overpaid funds. We also mail a copy to the estate’s administrator or other contact person.

= |f the recipient’s bank does not return the full amount of overpaid funds to the MTRS within three weeks, or if the funds recovered do not
eliminate the debt, we then send a billing letter to the surviving spouse or contact person (or, if there is no contact person, to the estate),

notifying the estate of the remaining debt, how to pay the debt, and requesting payment within 30 days.



In most cases, the recipient’s bank or survivor returns the overpaid funds to the MTRS, and the retiree’s account is closed.
However, if the amount is not repaid, the MTRS will pursue several options to recover the funds. The Board may:

= refer the debt to a collection agency,

= report it to the Department of Revenue so that any funds payable to the estate may be intercepted, or

= deduct the remaining debt from the surviving spouse’s monthly benefit if he or she is also an MTRS retiree, and our records indicate that
the retiree and the surviving spouse were married and living together at the time of the retiree’s death.

We understand that it can be an uncomfortable subject to broach, but have the talk now: Advise your survivors to notify us as soon as

possible after your passing to notify us, so that we may process any benefits that may be payable, and to help prevent the potential issues

involved with unnecessary overpayments. For additional info, see our web page on reporting the death of a benefit recipient.

COLA included in FY2020 budget proposals

If approved, would allow a maximum annual increase of
$390, effective July 1st

The current FY2020 budget proposals from the Governor and the Legislature all include a
recommended cost-of-living adjustment (COLA) of 3% on the first $13,000 of eligible MTRS
retirees’ benefits, for a maximum annual increase of $390 for the fiscal year beginning July
1,2019. To be eligible to receive this COLA, you must have retired on or before June 30,
2018.

Although the Consumer Price Index for the year ended December 31, 2018 was 2.8%, the Legislature and Governor may still allow an increase up to
3% on the base amount in accordance with M.G.L. Chapter 32. In previous years (including last year) when the CPI has been less than 3%, Governors
and the Legislature have approved COLAs of 3%. Before the MTRS can pay any COLA, however, the FY2020 budget must first be finalized. The increase,

if approved, will take effect in our retirees’ July benefit payments.

MTRS celebrates 105 years of serving MA educators!

This year, we proudly mark 105 years of service to Massachusetts educators

When the Massachusetts Teachers’ Retirement Association opened its doors on July 1,
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1914, it did so under the advisement of the Board of Education, who reported to the

state legislature that “a system of pensions for teachers...will attract to the public
service a higher type of individuals than would otherwise enter it, and will tend to
preserve in such individuals those qualities of mind and heart on which lasting

success depends.”

Over a century later, those words still ring true. We may have had different names over

the years, but our commitment to educators remains unchanged.

The MTRS: Then and now

The Teachers’ Retirement Association was established as part of Chapter 832 of the

Acts of 1913, signed on June 19, 1913. The legislation had a tumultuous history: in 1914 Now
1911, a bill asking for enactment of a teachers’ retirement system failed to pass. The

Legislature instead passed a resolve asking the Board of Education to decide whether Retirees and survivors 176 66,078

such a system would work. In response, the Board presented recommendations with

Active members 7,336 93,119
Chapter 832, the bill that created the MTRS, effective July 1, 1914.
Over the past 105 years, the MTRS has served countless numbers of retirees, active Contribution rate 5% 11%
members and their families. We look forward to continuing a tradition of excellence in Average age of benefit 67 12.6
helping our members achieve a rewarding and enjoyable retirement for many years to recipient
come!

Average annual benefit $380* $44,389

For more MTRS history, see our milestones over the years.
*For those of you wondering, this is equal to $9,606 today



Our system: Who we are, and where we stand

Unless otherwise noted, figures are as of January 1, 2018, Source: Public Employee Retirement Administration Commission’s 2018 Actuarial Valuation of
the Massachusetts Teachers’ Retirement System. Our next valuation, effective 1/1/2018, is to be expected to be completed by the fall of 2019.

A profile of our membership...

Active members
Population 93,119
Average salary $73,336

Average age 43.6

Average service 13.1 years

Annual member
compensation $6.8 billion
Annual employee
contributions $692
million

Retirees and survivors

* Population 66,078

* Average annual
benefit $44,389

* Average age 72.6

* Total benefits paid $2.93
billion

...and our funding status

= Percent funded 52.4%
* Unfunded actuarial
liability $24.6 billion
* Year fully funded
(target) 2036
The Teachers’ Retirement
System’s assets are invested
by the Pension Reserves
Investment Management
(PRIM) Board. As of April 30,
2019, the PRIT Fund’s assets
were invested as follows:

Global equity 43.5%

Core fixed income 13.1%
Private equity 10.8%
Value-added fixed income
8.1%

Real estate 9.5%
Timberland 3.8%
Portfolio completion
strategies 10.0%

Hedge funds, risk premia,

real assets and equity
hedge strategies

Cash overlay 0.9%

For more information about
the PRIM Board and the PRIT
Fund, visit PRIM’s website.

In 2004, the ratio of active
members to benefit reciplents
(retirees and survivors) was 5:2,
meaning there were 5 active
members for every 2 retirees.

The ratio has now decreased to
just under 3:2, or 3 active
members to every 2 retirees,
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This population has never been
80K g greater, with the number of
older retirees continuing to
grow. The largest group is aged
65-69.

While the average benefit by age
will vary year to year based on
the ages of new retirees, it has
generally increased over the
years.
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PRIM Board has been nominated for “Public Plan of the Year” for a

fourth year running; previously awarded in 2016

PRIM has been nominated for a fourth year running for “Public Plan of the Year” at Institutional Investor’s
17th annual Hedge Fund Industry Awards, to be held in New York on June 27,2019. PRIM previously won
this award in 2016.

PRIM continues to receive recognition for its innovative hedge fund program that produces very high risk-
adjusted returns while saving approximately $100 million annually on hedge funds fees. PRIM led the
industry with the use of direct hedge fund investments replacing fund-of-funds, and also led in its pursuit
of separately managed accounts (SMAs), which give PRIM complete transparency, more control and lower
fees than commingled funds that are the norm for most investors. SMAs now comprise more than 75% of
hedge fund assets. PRIM’s SMA program and—more recently—its Emerging Manager Program, are being
emulated by peers across the globe.

Funding status

PRIT core fund performance
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As of Agril 30,2019
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1 Yeur 5 Year Since inception
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For 2020, the State Actuary and
legislature have set 7.25% as the
pension fund's long-term rate of
return target.

The system has averaged 10.3%
over the past 10 years, and 9.4%
since its inception in January
1985.

MTRS asset value

27.06 The actuarial value of assets is
determined via “smoothing” of
the market value over a period
of five years.
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Legislative update

MTRS files legislation to prohibit payment of pensions to members convicted of child

pornography charges

The Massachusetts retirement statute provides that any public employee convicted of a
crime “involving violation of the laws applicable to his office or position” forfeits his or her
retirement allowance, and is entitled only to a return of his or her contributions without

interest.

The Massachusetts Teachers’ Retirement Board believes that in the very rare instance when
an educator is convicted of the possession of child pornography or other sex crimes against
children, even if “off duty,” that educator should forfeit his or her pension because such crimes are repugnant to the special trust and duty inherent in

the position of an educator.

Unfortunately, the Supreme Judicial Court disagreed with the Board in Garney v. MTRS, 469 Mass. 384 (2014). Although the Court readily
acknowledged that teachers are charged with a “special public trust,” and that crimes such as possession of child pornography may be sufficient to
dismiss a teacher from employment, the Court held that a conviction for the private possession of child pornography did not sufficiently “involve” the

position of teacher so as to forfeit a teacher’s retirement allowance.

As it did in 2014 and 2016, the Board has again filed legislation to make clear that certain offenses, namely possession of child pornography as well as
others that require registration as a “sex offender,” when committed against children, are so contrary to the role of educating children that

convictions of these crimes are indeed “fundamental” to the job of an educator.

Our current filing—H.17, AN ACT RELATIVE TO PENSION FORFEITURE—would make substantive and technical changes to the retirement statutes

regarding the forfeiture of a Massachusetts public employee retirement benefit. Specifically, this legislation would:

= redefine the phrase “criminal offense involving violation of the laws applicable to his office or position,” in the case of a member whose primary job
responsibilities involve contact with children or any member of the Massachusetts Teachers’ Retirement System or a teacher who is a member of

the Boston Retirement System, to include possession of child pornography under G.L. c. 272, § 29C, as well as other sex offenses involving children;

restrict forfeitures to felony convictions;

= allow for an “innocent beneficiary” named as an Option C beneficiary to collect the Option C survivor benefit notwithstanding the member’s
forfeited benefit; and,

continue to allow total forfeiture, but also allow retirement boards the option of a tiered reduction in pension benefits depending on the severity of

the crime.
The Board is aware that the vast, vast majority of the educators in the Commonwealth uphold this special public trust and are no doubt appalled at
the notion that a small number do not. Although this affects very few of our members, the Board feels that even one case is unacceptable and, for

that reason, has filed this legislation.



What is a power of attorney (POA) and why should | have
one?

If an accident or illness leaves you unable to make decisions, a trusted designee may transact

your affairs

A power of attorney (POA) is a written document in which you (the “principal”) authorize a trusted individual whom you select (your “attorney-in-

fact” or “agent”) to act on your behalf. There are several types of POA:

= Limited POA: This gives someone the authority to act on your behalf in specific situations or for limited time periods.

= General POA: This grants someone the authority to conduct all affairs on your behalf.

= Durable POA: This authorization remains effective even if you should become disabled or incapacitated, and can provide one of the most
important benefits of a POA. If the POA is not durable, it will automatically be revoked when you become disabled—and if you become disabled or
incapacitated, that is just when you need the assurance that another can act on your behalf.

= “Springing” or “springing durable” POA: This type of appointment only “springs” into being or becomes effective when needed, at some future
date or upon some future occurrence, usually when you become incapacitated.

The laws pertaining to POAs may differ in different states. In Massachusetts, as provided under the Massachusetts Uniform Probate Code, a durable

POA:

= Can be general or specific. In a specificdurable POA, the agent is authorized to act only in certain capacities, which the POA document must
describe in detail. A general durable POA grants broader powers to the agent, allowing him or her to act in a variety of matters, from financial
decisions to health care, or to complete your biennnial MTRS Benefit Verification Form.

= Can take effect immediately on signing by the principal (known as a “present” power of attorney) or at a later time. A document that becomes
effective only when needed, for example, if and when the principal suffers an incapacitating illness or injury, is known as a “springing durable”
POA.

= Should be signed in the presence of a Notary Public and must contain the phrase “This power of attorney shall not be affected by subsequent
disability or incapacity of the principal, or lapse of time,” or similar language indicating that in the event of disability, the authority granted in the
document remains valid. A durable POA may contain an expiration date, beyond which it lapses. It also may be revoked as long as the principal is
not incapacitated. If the principal is incapacitated, a legal guardian would have the power to revoke the document. The POA is at all times
answerable to a court-appointed legal guardian or fiduciary.

If you do not have a valid, durable power of attorney in place and you become incapacitated, the Massachusetts Probate Court will have legal

authority over your affairs. The court will appoint a guardian to make decisions, sigh documents and handle your health, business and family

decisions, and take charge of your property and assets. A court-appointed guardianship means additional expense and legal complications for you

and your family, as well as uncertainty over the outcome of any probate matters.

When choosing someone as your attorney-in-fact, however, be sure to select someone who is responsible and trustworthy, and consult your attorney

regarding the different ways you can limit your POA document to protect yourself. To revoke your POA, notify your attorney-in-fact in writing, and ask

them to return any copies of your POA document to you. You should also notify any others that may have received the document, including the MTRS,

in writing, that you have revoked your POA.

As the MTRS cannot provide you with legal advice, please consult a lawyer for more information.



Beware of Social Security scams

New scam targets senior citizens

As reported by the media and government in recent months, criminals are targeting senior citizens with a new Social Security scam.

The Federal Trade Commission (FTC) reports that, in a new scam, criminals are spoofing the Social Security Administration’s (SSA) phone number so
that the victim’s caller ID displays that agency’s actual phone number: 1-800-772-1213. The scammers then claim that the victims have committed a
criminal act and that the government has suspended their Social Security number and filed a lawsuit against them. Victims are instructed to call a

specific number, and then told to reveal personal information and pay a fine in order to end the lawsuit and recover their Social Security numbers.

In a variation on that scam, victims are told their Social Security number has been suspended due to “suspicious activity” and asked to “press 1” to
be connected with a Social Security representative. Instead, however, they are connected to a scammer, who may ask them to verify their Social

Security number.

As in most scams, the goal is to obtain personal information and money—usually in the form of wire transfers, credit cards or gift cards—from the
victim.

The FTC advises consumers to beware:

= The SSA will never contact you unexpectedly, ask you for your Social Security number, or tell you to put money on a gift card or wire money.
= |fyour caller ID shows a number that looks like it belongs to the SSA, don’t trust it, as it may be spoofed. If you’re concerned, call the SSA directly at
1-800-772-1213.

Learn about recent scams and how to recognize the warning signs—see the FTC’s list of most recent alerts.

Board election to be held this fall for elected-member
seats currently held by Jacqueline Gorrie and Dennis
Naughton

Nomination papers to be available August 1

This fall, we will be conducting an election for our two elected members’ seats on the Massachusetts Teachers’ Retirement Board. The current

incumbents are Jacqueline Gorrie, a retiree of the Taunton public schools, and Dennis J. Naughton, a retiree of the Millis public schools.

Active and retired members of the MTRS are eligible to run for these unpaid positions, which have a term of four years. If you are interested in being a
candidate, you will need to submit nomination papers containing the signatures of 100 eligible voters (active and retired MTRS members) by Tuesday,

October 15, 2019. Nomination papers will be available from the MTRS on August 1.

See our website for more information on our Board and representatives’ duties.
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Who is eligible to run?

You may run if, as of August 1, 2019, you are a member of the MTRS who is:

= actively employed,
= on an authorized leave of absence, or
= retired and receiving a pension from the MTRS.

The term of an elected member is four years, and members serve without compensation.




We congratulate two long-serving PERAC colleagues on
their retirement

At the end of 2018, Joseph Connarton retired as Executive Director of the Public Employee Retirement Administration Commission (PERAC).
Throughout his 19-year tenure as Executive Director, Joe led PERAC with integrity and steadfast commitment to fair and impartial oversight of the
Commonwealth’s public retirement systems. In January, after a public search process, John Parsons, PERAC Deputy Director and General Counsel,

and former MTRS Board member, was appointed to succeed Joe.

After almost 22 years of service, PERAC Actuary Jim Lamenzo announced that he would be retiring this spring. A consummate professional with a
calm demeanor and an encyclopedic knowledge of the Commonwealth’s retirement plan, Jim has worked tirelessly to educate the retirement
community on actuarial issues and to maintain the sustainability of our defined benefit plan. Succeeding Jim as the state’s actuary is his PERAC
colleague and fellow actuary John Boorak, who has been with PERAC since 1995.

We congratulate Joe and Jim on their much deserved retirement, thank them for their clear and balanced counsel to the MTRS over these many

years, and wish them much happiness always!



