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Trustee elections
slated for spring

sra.maryland.gov
See page 5 See CIO, page 6

ELECTIONS TO SELECT
TWO MEMBERS OF THE
BOARD OF TRUSTEES of the
Maryland State Retirement and
Pension System are slated for
the spring and summer of 2015.

The successful candidates will
serve four-year terms repre-
senting members of the
Teachers’ and Employees’ Sys-
tems. These Board seats are
currently held by Trustees
Theresa Lochte and John W.
Douglass, respectively.

Election materials, including
candidate biographies, will be
mailed to all eligible voters in
May 2015.

System investment return
tops 14% for fiscal year 2014

THE INVESTMENT PORT-
FOLIO of the Maryland State
Retirement and Pension System
returned 14.37%—net of invest-
ment manager fees—on invest-
ments for the fiscal year ending
June 30, 2014.

This return exceeded the fund’s
7.7% actuarial target return. The
performance also exceeded the
market benchmark for the total
fund of 14.16%. The perform-
ance raised the assets of the

System to $45.4 billion—a total
gain of more than $5 billion for
the year. The investment gains
also propelled the System to
68.67% funded at fiscal year end
from 65.52% the previous year.

The strong performance was
driven by growth-oriented assets,
including public and private
equity, with additional value gen-
erated from active management.

Search underway for new
Chief Investment Officer2015 payment

dates announced

Nearly doubles assumed rate of return

See Return, page 6

INTERVIEWS WILL BEGIN in
early 2015 for a new Chief
Investment Officer (CIO) for the
Maryland State Retirement and
Pension System. The successful
candidate will replace former
CIO A. Melissa Moye, Ph.D.,
who left the System in July to
accept a position with the fed-
eral government.

The executive search firm of
Heidrick & Struggles is con-
ducting a nationwide search for
a new CIO to administer the
System’s $45-billion investment
program.

Deputy CIO Robert M. Burd is
serving as Acting CIO during the
search. Burd is a Chartered
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Annual report released for fiscal 2014

sra.maryland.gov

Statement of Plan Net Assets by System for the Fiscal Year Ended June 30, 2014

Statement of Changes in Plan Net Assets by System for the Fiscal Year Ended June 30, 2014

Actuarial Funded Status for the Fiscal Year Ended June 30, 2014

THE MARYLAND STATE RETIREMENT AND PENSION SYSTEM’S COMPREHENSIVE ANNUAL
FINANCIAL REPORT (CAFR) for fiscal year 2014 is now available for review online at
sra.maryland.gov. A summary of the report is provided here.

To access up-to-date figures throughout the year, investment results are reported quarterly online at
sra.maryland.gov. Simply click on Agency then, under Investments, click Reports and Updates.

Expressed in thousands

Expressed in thousands

Expressed in thousands
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Understanding your 1099-R tax form

INTERNAL REVENUE SERVICE TAX FORM 1099-R will be distributed to all Maryland State Retire-
ment and Pension System payees by the end of January 2015. The forms provide each payee with
detailed information on his or her pension income for the previous year.

Most payees receive only one 1099-R tax form each year. However, persons who retired in 2014 will
receive a separate 1099-R tax form for any additional refunds they received, such as a refund of voluntary
annuity contributions.

Additionally, retirees who turned age 59 ½ in calendar year 2014 will receive two 1099-R forms. These
retirees will receive a 1099-R form for annuity payments distributed in the calendar year prior to reaching
age 59 ½ with a distribution code 2. They also will receive a separate 1099-R form for annuity payments
distributed in the calendar year on or after they reached age 59 ½ with a distribution code 7.

The following key describes some of the most important components of your 1099-R tax form.

BLOCK 1: Gross Distribution
This is the total amount of pension benefits paid to
you by the Maryland State Retirement Agency
during the 2014 calendar year.

BLOCK 2A: Taxable Amount
This is the taxable amount of your pension benefit.
Depending on your retirement date, retirement
type and whether you contributed to your plan, you
may not be taxed on the total amount of benefits
paid to you. If this is the case, the amount shown
in this block will differ from the amount in Block 1.

BLOCK 4: Federal Income Tax Withheld
This block shows any federal income tax deducted
from your monthly pension benefits. To change the
amount of federal income tax being withheld, com-
plete a tax withholding request form (Form 766).
See instructions on page 5.

BLOCK 5: Employee Contributions
This is the amount of your contributions that were
recovered, tax free, during 2014. The dollar figure
in this box does NOT represent the amount of any
health insurance premiums withheld from your
pension benefit.

BLOCK 7: Distribution Code(s)
IRS distribution codes are explained on the back of
the 1099-R form.

BLOCK 9B: Total Employee Contributions
For retirees who received their first pension benefit
in 2014, this block contains the value of any contri-
butions made during employment that can be
recovered tax-free. Only members who retired in
2014 and made pension contributions will see a

value in this block. For members who retired prior
to 2014, a zero will be printed in the block.

BLOCK 12: State Income Tax Withheld
Any Maryland State income tax deducted from
your monthly benefit is shown in this block. To
change the amount of Maryland state income tax
being withheld, complete a tax withholding request
form (Form 766). See instructions on page 5.

BLOCK 17: Pick-Up Contributions
This figure applies to members whose employers
participated in the State Pick-up Program. For an
explanation of pick-up contributions, see "State
Retirement Pick-up and your taxes" on page 4.

Need a duplicate?
You may request a duplicate of your 1099-R tax
form on or after February 13 by calling the State
Retirement Agency at 410-625-5555 or 1-800-492-
5909. Retirement Agency staff cannot issue a
replacement form before this date.

Important: Change to Block 17 (Pick-Up
Contributions) for calendar year 2014

Retirees receiving a 1099-R form based on a
disability retirement that commenced before
January 1, 1995, will notice a change in Block
17. On prior 1099-R forms, the original amount
of the retiree’s state pick-up contributions has
been reported in Block 17. Beginning with the
1099-R form for 2014, “EP USED” will be
reported in Block 17 for these retirees. This
new reporting is based on the assumption that
retirees, by this time, have recovered their pick-
up contributions.
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State Retirement Pick-up and your taxes

FOR ELIGIBLE RETIREES,
Block 17 of the 1099-R form
contains the amount of your tax
deferred contributions made
under the State Retirement Pick-
up Program. This figure is
important for Maryland State
income tax preparation.

The State Pick-up Program is
concerned with the employee
pension plan contributions made
while working. It provides for the
deferral of federal taxes when
the contributions are made, but
makes them taxable when
received in the pension. Since
this program only defers federal
taxes at the time the contribu-
tions are made, state income
taxes were deducted. The con-
sequence in retirement is that
the state income tax is deferred
until the pick-up contributions
are recovered.

While most members partici-
pated in the pick-up program,
your participation was deter-
mined by whether your employer
elected to participate and by
whether your pension plan
required you to make employee
contributions.

Federal taxes
Since eligible members did not
pay any federal taxes on their
pick-up contributions during
employment, taxes must be paid
during retirement.

You do not need to make any
special entries on your federal
tax form – the retirement agency
has included your pick-up contri-
butions when computing the tax-
able amount of your pension for
federal tax purposes.

Maryland state taxes
You have already paid Maryland
State taxes on the pick-up con-
tributions listed on your 1099-R.
To avoid paying taxes twice, you
must subtract the pick-up
amount from your federal
adjusted gross income shown
on page 1 of your Maryland tax
return (Form 502) as follows:

Enter your pick-up amount on
line r of Form 502SU. Enter the
sum of all subtractions from
Form 502SU on line 13 of Form
502. Enter code letter "r" in the
code letter box of Form 502.
Please attach the Form 502SU
to the Form 502. This serves as

a subtraction from your income
which will reduce your taxable
net income on line 20 (Form
502).

The subtraction is limited to the
amount of pick-up contribution
stated on the 1099-R or the tax-
able pension, whichever is less.
The remainder of the pick-up
amount is carried over to next
year's taxes. When the pick-up
amount reaches zero, "EP
USED" will be printed in the
pick-up block on your 1099-R.
This usually occurs within a few
years after the date of retire-
ment.

Did you retire in 2014?
For members who ended active
employment and retired in 2014,
the W-2 form you receive from
your former employer will show
1) your annual wages earned
prior to retirement and 2) any
state pick-up contributions made
in 2014. This state pick-up
amount serves as an addition to
state income for 2014. Enter this
figure on line 3 of your Maryland
tax return (Form 502).

IF  YOU ARE PLANNING A MOVE , make sure you continue to receive important retirement docu-
ments, such as your annual 1099-R tax form, by keeping your mailing address up to date with the Mary-
land State Retirement Agency. For your security, you must submit your new address in writing. Mail your
request to the Maryland State Retirement Agency, 120 East Baltimore Street, Baltimore, Maryland,
21202-6700.

For your convenience, a Retirees Change of Address (Form 77) is available online at sra.maryland.gov.
From the homepage, click on Participants. Then, under the heading Retirees, select Forms and
Downloads. Whether you choose to use the form or write a letter, your change of address request
must include your signature.

Moving? Don’t forget to alert the Retirement Agency
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clip and save  $

Mark your calendar for 2015 payment dates
THE SCHEDULE FOR
DIRECT DEPOSIT of retire-
ment benefits for calendar year
2015 has been announced by
the Maryland State Retirement
Agency. For retirees with an
approved waiver, mailed check
delivery dates also are listed.

Following a retiree’s month of
retirement, deposit advice slips
are distributed only in January
and July or when a retiree’s
benefit amount changes.
Retirees may obtain their pay-
ment information any time using
the Retirement Agency’s auto-
mated telephone system at 410-
625-5555 or 1-800-492-5909.

Date direct deposit
is credited to
retirees’ accounts

• Friday, January 30

• Friday, February 27

• Tuesday, March 31

• Thursday, April 30

• Friday, May 29

• Tuesday, June 30

• Friday, July 31

• Monday, August 31

• Wednesday, September 30

• Friday, October 30

• Monday, November 30

• Thursday, December 31

Date post office
begins to deliver
retirement checks

• Saturday, January 31

• Saturday, February 28

• Tuesday, March 31

• Thursday, April 30

• Saturday, May 30

• Tuesday, June 30

• Friday, July 31

• Monday, August 31

• Wednesday, September 30

• Saturday, October 31

• Monday, November 30

• Thursday, December 31

Updating your tax withholdings is easy

when you follow these tips

RETIREES WHO WISH TO UPDATE THEIR TAX
WITHHOLDING ELECTION must file a combined Fed-
eral and Maryland State Tax Withholding Request (Form
766) covering both federal and state taxes. For your
convenience, Form 766 is available online at
sra.maryland.gov or by calling or writing to the Maryland
State Retirement Agency.

Current Internal Revenue Service (IRS) tax regulations
require your federal tax withholding to be calculated
using IRS tax withholding tables. You can no longer
designate only a specific dollar amount to be withheld
for federal tax. You must first designate your marital
status and number of allowances on line 2 of the form.
Then you can designate an additional amount to be
withheld on Part I, line 3 of Form 766.

Form 766 revokes all prior federal and state tax with-
holding elections. For example, if you previously
requested federal and state tax withholdings and now
submit a new request indicating only state tax, your
federal tax withholdings will be cancelled. You must
fill out both sections of the form even if you wish to
update only one portion of your withholdings.
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BOARD OF TRUSTEES

Nancy K. Kopp
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Peter Franchot
VICE CHAIRMAN
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James M. Harkins
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Thurman W. Zollicoffer, Jr.

Retiree News is published by 
The Maryland State Retirement Agency
120 East Baltimore Street
Baltimore, MD 21202-6700
410-625-5555
1-800-492-5909
sra.maryland.gov

EDITOR:
Benjamin Robb

CIO, from page 1

“The fund’s annual returns con-
tinue to reflect the strong market
environment that has prevailed
since the end of the credit crisis,”
said State Treasurer Nancy K.
Kopp, Chairman of the Maryland
State Retirement and Pension
System Board of Trustees. “The
Board has adopted a balanced
and diversified investment pro-
gram to provide attractive risk-
adjusted returns, continuing to
meet the objectives of the
System in the best interests of
the plans’ beneficiaries.”

For more information on fiscal
year 2014 performance, excerpts
from the System’s Comprehen-
sive Annual Financial Report are
included on page 2.

Asset Allocation
As of June 30, 2014 

Public Equity 38.9%

Private Equity 7.0%

Fixed Income 14.8%

Credit 10.0%

Real Return 12.0%

Real Estate 6.8%

Absolute Return 9.4%

Cash 1.1%

Total 100%

Return, from page 1

Financial Analyst with a degree
in Management Science,
Finance from the State Univer-
sity of New York at Geneseo.

“The Board holds Bob in high
regard and is very confident in
his ability to manage the affairs
of the Investment Division during
the Board’s search process,”
said State Treasurer Nancy K.
Kopp, Chairman of the Maryland
State Retirement and Pension
System Board of Trustees. 

“Bob has worked closely with Dr.
Moye in leading the entire
investment team over the last
four years and helped engineer
the successes the Investment
Division achieved in that time.”

Burd has worked for the Mary-
land State Retirement Agency
since September 2001 when he
was first hired as Assistant
Director of Externally Managed
Investments. He became a
Senior Investment Analyst in
2004 and held that position for
more than four years before
being named Managing Director
of Private Markets. He held that
position until March 2011, when
he was named Deputy Chief
Investment Officer by Dr. Moye.

The System’s investment pro-
gram has done well since Dr.
Moye took the helm of the
Investment Division. The System
earned 14.4% in fiscal 2014,
which ended June 30, 2014.
During her tenure as CIO, the

System has earned 8.26% on
average over the last three fiscal
years—exceeding the System’s
7.70% actuarially required rate
of return and the fund’s market
benchmark. 

“Although we will miss the excel-
lent leadership she has provided
the System’s investment pro-
gram over the last several
years, we are thrilled with the
opportunity Dr. Moye will have to
apply her wealth of knowledge
and experience at the national
policy level,” said Chairman
Kopp. 

Since Dr. Moye’s appointment
as CIO nearly four years ago,
the fund has grown from $35 bil-
lion to more than $45 billion,
outperforming its policy bench-
mark for each fiscal year. Dr.
Moye led the Investment Divi-
sion to successfully implement
the re-positioning of the port-
folio, lowering the volatility pro-
file for the total fund. Addition-
ally, during her tenure the size of
the private equity program grew
from 3.5% to 7% of the total
fund, making substantial and
prudent progress toward the
long-term allocation target of
10%. 

Moye now serves as Senior
Policy Advisor focused on public
sector pensions with the newly-
created Office of State and Local
Finance at the U.S. Treasury
Department in Washington, D.C.


