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iember MEMORANDUM

date: June 25, 2009

to: All members, active and inactive

from: Dale Kowacki, Executive Director O/é& f%ﬂédé—

Chapter 21 of the Acts of 2009 — Pension Reform

On June 16, 2009, the Governor signed legislation that makes changes to the pension
law(s) of Massachusetts. Not everyone is affected by these changes but this mailing is
going to all for your information. There are 26 sections of the legislation but not all have a
direct impact on members so below is summary of the areas that are most directly
applicable to members. A copy of the legislation is attached. Some of these changes are
retroactive to July 1, 2009, some are not, and therefore it is noted when appropriate. Any
sections of the new law not commented on, either do not apply, or are not significant. As
with any major legislation, there will be a settling period where questions arise and
answers sought and some interpretations will change, but for the most part these changes
are what is “in play”. Please call if you have questions.

There will be an open information session/discussion on Wednesday, July 8, 2009
from 5:00 pm to 9:00 pm in the 1° Floor Meeting Room at 278 Main Street,
Greenfield. There will be short presentations at 5:00 and 7:00 with many
opportunities for question and answer before, during and after. Come, ask your
questions, and hear answers to other questions.

Sections 2 and 3 - Wages and Regular Compensation — The definition of “regular
compensation” and “wages” were restricted further somewhat but it likely will mean very
little change for any of you because most of the items listed already are not considered
“wages”. At this date, the Quinn bill is still included, as is longevity if it is regularly added
each year. Some of the new exclusions are housing and lodging.

Section 4 — Elected Officials - Full year of Service for One Day of Work - this takes away
the interpretation that an elected official would get a full year of creditable service for the
calendar year even if they only served for one day in that year (i.e. January 1st),

* Some elected terms do not start right after the election. Some start on July 1% (Mayor of Greenfield), and

some start (or end) when the "successor is qualified” (i.e. treasurer being bonded and setup as trustee of the
bank accounts).

telephone: 413-774-4837 fax: 413-774-5677 e-mail: FCRS@crocker.com




Starting July 1, 2009, creditable service will start with the day they begin their term
and end on the last day they serve. (i.e. May 3, 2006 to May 3, 2009 (3 years)
versus January 1, 2006 to December 31, 2009 (4 years).

FRRS must calculate past and future creditable service based on “actual time
served”.*

This is retroactive to the start of their membership.
This affects any buybacks or makeups of creditable service.
Anyone with a retirement date of June 30, 2009 or earlier will not be affected.

Section 5 - $5,000 and Creditable Service — Starting July 1, 2009 anyone earning less
than $5,000 will not be given creditable service.

This is not retroactive. Service prior to July 1, 2009 will be preserved, but service
after will be effected.

Service that started before July 1, 2009 will be given until the end of a “specified”
term (elected, appointed, or contracted), but no later than July 1, 2012.

Positions cannot be combined to meet the $5,000 limit.

* But, once a position meets the $5,000, the position can be included to meet the
board’s regulation regarding prorated creditable service

Membership status will change on July 1, 2009.

» Those who are members already will be taken off retirement (no deductions) and
put on OBRA or Social Security.

* ‘Inactive” members will be allowed to take a refund or remain with the system.
* New hires will not be eligible for membership.
This does not affect buybacks or makeups for service worked prior to July 1, 2009.

Section 7 — Retirement Calculation for Dual Members of Different Systems— Establishes a
different retirement formula for persons retiring from two retirement systems.

Separate calculations based on each system; with pension payment combined and
paid out by one.

Only applies to retirements on or after January 1, 2010.

Only applies if any of the concurrent service is on or after January 1, 2010.
Exempt if vested (10 years) in each retirement system as of January 1, 2010.
This does not apply to separate units within one retirement system.

Applies regardless of what years are used in the retirement calculation.

Section 14 - Hold on Refund until Obligations Satisfied — This requires FRRS to contact
the employer when a member is requesting a refund, and if the employee owes anything

under the employee benefit plan, FRRS is required to hold the refund until the obligation is
satisfied.
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Sandra A. Hanks

David Gendron
Board Chair Elected Board Member
Herbert Sanderson F RANKIJIN REGIONAL RETIREMENT SYSTEM Mary A. Stokarski
Board Vice Chairman 278 MAIN STREET, SUITE 3 11 Elected Board Member
Paul Mokrzecki GREENFIELD, MASSACHUSETTS 01301-3230 Date Kowacki
Appointed Board Executive Director
Member

MEMORANDUM

date: June 25, 2009

to: All members, active and inactive

from: Dale Kowacki, Executive Director @Z{ Mﬁd/f{"

I write to inform you of a proposal being debated on the state level that would change the retirement
calculation to use “life-time earnings” instead of “average three highest years”. A proposal that
may impact your retirement. Currently it is with a study commission that will report to the House
and Senate by September 1, 2009. Given the political will of the legislature and the governor to do
something, T strongly advise that you write to them and tell them of your stance on this issue. The

letter can be simple — they already know the issue — they just need to know how you want them to
act.

In my June 17, 2009 letter to Alicia H. Munnell, Chairwoman, Special Commission to Study the
Massachusetts Contributory Retirement System, T describe the issue and share my thoughts:

“Retirement Calculation using “Life-time Earnings”:

The pension system is a fabulous vehicle for investing and returning the retirement funds of our
local workforce back into the local economy. At its core, it is incredibly efficient, funding 80% of
the typical retirement with funds from outside investments, and when fully funded, is less expensive
for the taxpayers than social security. It also pays more to the retiree. A member retiring at 80%

from a salary of $50,000 would get a pension of $40,000 versus a Social Security benefit capped at
$28,000.

It is my understanding that a proposal has been presented to the commission to do retirement
calculations using the average salary over someone’s career as a way to prevent “three-year
spiking”. In my opinion, this plan hits too broad at a problem that occurs only one percent of the
time and no longer exists because it has already been addressed much more directly by section 7 of
the Pension Reform legislation just signed into law by the Governor.

Ninety-nine percent of our people work a typical career pattern and retire after 20 to 30 years of
steady income growth. These people grew info their living standard. At the same time, the system
had steady funds to invest and fund their retirement, fully. To change the formula would have a
detrimental effect on the standard of living for these folks. Someone who retires from a salary of
$50,000 at age 65 afier 32 years would currently receive 840,000 per year. Averaging the salary
Jor their career would yield only $26,000 — effectively halving their standard of living. These folks
are nof the problem — we have them funded, fully, because we have been investing for their
retirement. Please do not change the formula.”

telephone: 413-774-4837 fax: 413-774-5677 e-mail: FCRS{@crocker.com




I have shared my letter to Alicia H. Munnell with our senators and representatives (as well as the
governor’s people), so when you write, your letters only need to echo these sentiments.

Write to the Governor and your Senator and Representative.
The Governor:

His Excellency Deval L. Patrick

Governor of the Commonwealth of Massachusetts

Massachusetts State House, Room 360
Boston, Massachusetts 02133
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