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October 2, 2024

The Public Employee Retirement Administration Commission (PERAC) has completed a review of the
audits of the Berkshire County Retirement System conducted by the firm of Melanson, Certified
Public Accountants. Melanson conducted these audits in accordance with auditing standards
generally accepted in the United States of America. The audits covered the period from
January 1, 2017, to December 31, 2021. Melanson was subsequently acquired by the firm of
Marcum, LLP.

We conducted an inspection of the work papers prepared by Melanson. We determined that the
audits were conducted in a competent professional manner and the work papers demonstrated that
audit tests and procedures were performed in sufficient detail to allow us to accept the final audit
reports as issued.

We identified specific differences between these financial audits designed to provide an opinion on
financial statements and our compliance audits performed in accordance with the accounting and
management standards established by PERAC in regulation 840 CMR 25.00 and in compliance with
the provisions specified in PERAC Memo #18/2019.

Accordingly, we supplemented the field work conducted in the audits by Melanson with certain
limited procedures designed to provide additional assurance that the accounting and management
standards established by PERAC were adhered to and complied with. The specific objectives of our
review were to determine: 1) that the Board is exercising appropriate fiduciary oversight, 2) that
cash balances are accurately stated, 3) that travel expenses were properly documented and
accounted for, 4) that retirement contributions are accurately deducted, 5) that retirement
allowances were correctly calculated, and 6) that required member documentation is maintained.

To achieve these objectives, we inspected certain records of the Berkshire County Retirement Board
in the above areas. Specifically, we reviewed the minutes of the Board meetings for compliance with
fiduciary oversight, verified cash balances, and tested a sample of travel expenses for Board
approvals, supporting documentation and proper accounting. We tested the payroll records of a
sample of active members to confirm that the correct percentage of regular compensation is being
deducted, including the additional two percent over $30,000. We tested a sample of members who
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retired during our audit period to verify that their retirement allowance was calculated in
accordance with the statute. We also reviewed a sample of member files for accuracy and
completeness.

In our opinion, the financial records are being maintained and the management functions are being
performed in conformity with the standards established by PERAC.

We commend the Berkshire County Retirement Board for the exemplary operation of the system.

It should be noted that the financial statements included in this audit report were based on the work
performed by Melanson and the tests conducted for the periods referenced in their opinion. These
audits were not performed by employees or representatives of PERAC. It should also be noted that
the opinions expressed in these audit reports were based on the laws and regulations in effect at
the time.

The financial statements and footnotes presented in this report were limited to the express results
as of and for the years ended December 31, 2021, December 31, 2020, December 31, 2019,
December 31, 2018, and December 31, 2017.

In closing, | wish to acknowledge the work of Melanson who conducted these examinations, and the

PERAC examiners who conducted limited procedures to supplement the field work and express my
appreciation to the Berkshire County Retirement Board and staff for their courtesy and cooperation.

Sincerely,

William T. Keefe
Executive Director
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SUPPLEMENTARY INFORMATION

SCHEDULE OF ALLOCATION OF INVESTMENTS OWNED

(percentages by category)

ASOF DECBVIBER 31, 2021
PERCENTAGE
OFTOTAL
MARKET VALUE ASETS
Cash $4,177,606 1.2%
PRIT Cash Fund 3,000,016 0.8%
PRIT Core Fund 351,326,306 98.0%
Grand Total $358,503,928 100.0%

Forthe year ending December 31, 2021, the rate of return for the investments of the Berkshire County
Retirement System was 20.18%. For the ten-year period ending December 31, 2021, the rate of return
for the investments of the Berkshire County Retirement System averaged 10.91%. For the 37-year
period ending December 31, 2021, since PERAC began evaluating the returns of the retirement
systems, the rate of return on the investments of the Berkshire County Retirement System was 9.43%.

The composite rate of return for all retirement systems for the year ending December 31, 2021 was
19.51%. For the ten-year period ending December 31, 2021, the composite rate of return for the
investments of all retirement systems averaged 10.86%. For the 37-year period ending
December 31, 2021, since PERAC began evaluating the returns of the retirement systems, the
composite rate of return on the investments of all retirement systems averaged 9.58%.
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SUPPLEMENTARY INFORMATION (Continued)

ADMINISTRATION OF THE SYSTEM

The System is administered by a five-person Board of Retirement consisting of the Chairperson who
shall be appointed by the other four board members, a second member appointed by the Advisory
Council, a third and fourth member who shall be elected by the members in or retired from the
service of such system, and a fifth member appointed by the other four board members.

Chairman: Michael Ovitt, Chairperson Term Expires: 12/31/26
Appointed Member: Sue Funk Term Expires: 12/31/24
Elected Member: Mark Bashara Term Expires: 12/31/25
Elected Member: Timothy Sorrell Term Expires: 12/31/26
Appointed Member: Beth Matson Term Expires: 06/30/25

The Board members are required to meet at least once a month. The Board must keep a record of
all of its proceedings. The Board must annually submit to the appropriate authority an estimate of
the expenses of administration and cost of operation of the system. The board must annually file a
financial statement of condition for the system with the Executive Director of PERAC.

The investment of the system’s funds is the responsibility of the Board. All retirement allowances
must be approved by the Retirement Board. The PERAC Actuary performs verification prior to
payment, unless the system has obtained a waiver for superannuation calculations allowing them to
bypass this requirement. All expenses incurred by the System must be approved by a majority vote
of the Board. Payments shall be made only upon vouchers signed by two persons designated by the
Board.

Retirement board members and employees are bonded by an authorized agent representing a
company licensed to do business in Massachusetts. Fidelity insurance is the only required policy
coverage under Ch. 32 §21 and §23 as well as 840 CMR 17.01. The policy is designed to cover specific
intentional acts such as theft, fraud or embezzlement and also specify who commits such acts, most
commonly employees of the system. This coverage reimburses the system for the losses it suffers as
a result of its employees’ actions. It does not insure the employees for their illegal acts. Statutorily
required coverage is provided by the current fidelity insurance policy to a limit of $1,000,000 with a
$10,000 deductible issued through Travelers Casualty and Surety Company. The system also has
Fiduciary coverage to a limit of $50,000,000 under a blanket policy issued through the Massachusetts
Association of Contributory Retirement Systems.

BOARD REGULATIONS

The Berkshire County Retirement Board has adopted Supplemental Regulations which are available
on the PERAC website at https://www.mass.gov/berkshire-county-retirement-board-regulations.
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SUPPLEMENTARY INFORMATION (Continued)

ACTUARIAL VALUATION AND ASSUMPTIONS

The most recent actuarial valuation of the System was prepared by Public Employee Retirement
Administration Commission as of January 1, 2023.

The actuaria liability for active members was $139,092,293
The actuarid liability for vested terminated members was 5,893,471
The actuariad liability for non-vested terminated members was 2,712,687
The actuarid liability for retired members was 200,968,153
The total actuarial liability was $348,666,604
System assets as of that date were (actuarial value) 332,726,708
The unfunded actuarial liability was $15,939,896
The ratio of system’s assets to tota actuarial liability was 95.4%
As of that date the total covered employee payroll was $56,391,267

The normal cost for employees on that date was 8.9% of payroll

The normal cost for the employer (including administrative expenses) was  11.1% of payroll

The principal actuarial assumptions used in the valuation are as follows:

Investment Return:
Rate of Salary Increase:

6.75% per annum
Varies by group and service

SCHEDULE OF FUNDING PROGRESS AS OF JANUARY 1, 2023

Actuarid Actuarial Unfunded UAAL asa
Actuarid Value of Accrued AAL Funded Covered % of
Valuation Assets Liability (UAAL) Ratio Payroll Cov. Payroll

Date (a) (b) (ba) (ab) (c) ((b-a)c)

1/1/2023 $332,726,708 $348,666,604 $15,939,896 | 95.4% $56,391,267 28.3%
1/1/2021 $282,589,130 $323,222,853 $40,633,723 | 87.4% $51,363,313 79.1%
1/1/2019 $243,644,680 $290,899,061 $47254381 | 83.8% $47,202,931 100.1%
1/1/2017 $214,133,210 $258,608,965 $44 475,755 | 82.8% $43,687,436 101.8%
1/1/2015 $186,822,143 $227,361,343 $40,539,200 | 82.2% $42,306,759 95.8%

Berkshire County Retirement System Audit Report




MEMBERSHIP EXHIBIT

SUPPLEMENTARY INFORMATION (Continued)

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Retirement in Past Years
Superannuation 38 43 29 34 55 46 45 39 55 48
Ordinary Disability 0 0 0 0 0 0 0 0 0 1
Accidental Disability 0 1 0 0 0 0 0 0 0 1
Total Retirements 38 44 29 34 55 46 45 39 55 50
Total Retirees, Beneficiaries
and Survivors 701 732 726 743 777 795 814 835 857 889
Total Active Members 1,179 1,183 1,136 1,169 1,145 1,154 1,151 1,188 1,167 1,225
Pension Payments
Superannuation $7,057,523 $7,607,407 $7,966,916 $8,348,966 $9,199,138 $9,832,596 | $10,380,783 | $10,985,056 | $11,513,727 | $12,097,370
Survivor/Beneficiary Payments 357,727 421,056 463,620 467,403 489,353 523,333 553,558 565,054 625,838 693,860
Ordinary Disability 58,552 62,395 63,856 65,767 95,347 83,063 85,130 87,234 89,375 107,597
Accidental Disability 508,779 561,964 591,329 581,299 541,040 630,196 569,513 599,233 593,999 653,880
Other 236,354 568,718 842,993 698,398 647,398 851,480 956,438 908,597 661,406 1,016,285
Total Payments for Year $8,218,935 $9,221,540 $9,928,715 | $10,161,833 | $10,972,276 | $11,920,668 | $12,545,422 | $13,145,173 | $13,484,346 | $14,568,992
Berkshire County Retirement System Audit Report 6




SUPPLEMENTARY INFORMATION (Continued)

LEASED PREMISES

The Berkshire County Retirement Board leases approximately 1,800 square feet of space for its offices
located at 29 Dunham Mall, Pittsfield, MA. The most recently signed lease will expire December 31,
2026. The landlord is Scarafoni Associates Nominee Trust.

The following schedule displays the minimum lease obligations on non-cancelable operating
leases as of December 31, 2021:

For the year ending Annual Rent
2022 $31,740
2023 31,740
2024 31,740
2025 31,740
2026 31,740

Total future minimum lease payments required  $158,700
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QL) MELANSON

INDEPENDENT AUDITOR’S REPORT

To the Retirement Board
Berkshire County Retirement System

Opinions

We have audited the financial statements of the Berkshire County Retirement System (the
System), as of and for the year ended December 31, 2021 and the related notes to the financial
statements, which collectively comprise the System’s basic financial statements as listed in the
table of contents.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the respective fiduciary net position of the Berkshire County Retirement System, as of
December 31, 2021, and the respective changes in fiduciary net position for the year then
ended in accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS). Our responsibilities under those standards are further described in
the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report.
We are required to be independent of the Berkshire County Retirement System and to meet
our other ethical responsibilities, in accordance with the relevant ethical requirements relating
to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

The System’s management is responsible for the preparation and fair presentation of the
financial statements in accordance with accounting principles generally accepted in the United
States of America, and for the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the
System’s ability to continue as a going concern for twelve months beyond the financial

Merrimack, New Hampshire

Andover, Massachusetts

Greenfield, Massachusetts

Ellsworth, Maine 800.282.2440 | melansoncpas.com
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statement date, including any currently known information that may raise substantial doubt
shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

QOur objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinions. Reasonable assurance is a high level of assurance
but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with GAAS will always detect a material misstatement when it exists. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve coliusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial
likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:

e Exercise professionat judgment and maintain professional skepticism throughout the
audit.

e |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, and design and perform audit procedures responsive to
those risks. Such procedures include examining, on a test basis, evidence regarding the
amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the System’s internal control. Accordingly,
no such opinion is expressed.

e FEvaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the System’s ability to continue as a going
concern for & reasonable period of time.

We are required to communicate with those charged with governance regarding, among other

matters, the planned scope and timing of the audit, significant audit findings, and certain
internal control-related matters that we identified during the audit.

800.282.2440 | melansoncpas.com
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Required Supplementary Information

Accounting principles generally accepted in the United States of America require that Man-
agement’s Discussion and Analysis, the Schedule of Changes in the Net Pension Liability, and
the Schedules of the Net Pension Liability, Contributions, and Investment Returns, be presented
to supplement the basic financial statements. Such information is the responsibility of
management and, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to
our inquiries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We do not express an opinion or provide any assurance
on the information because the limited procedures do not provide us with sufficient evidence
to express an opinion or provide any assurance.

MeLarson

Greenfield, Massachusetts
July 27, 2022

800.282.2440 | melansoncpas.com
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Berkshire County Retirement System (the System), we offer readers this
narrative overview and analysis of the financial activities of the System for the year ended
December 31, 2021.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the basic financial
statements. The basic financial statements are comprised of two components: (1) fund financial
statements and {2) notes to financial statements. This report also contains required
supplementary information in addition to the basic financial statements themselves.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. Fund accounting is used to ensure and
demonstrate compliance with finance-related legal requirements.

The Statement of Fiduciary Net Position presents information on the System’s assets, liabilities,
and the resulting net position held in trust restricted for pension benefits. This statement
reflects the System’s investments at fair value, as well as cash, receivables, and liabilities.

The Statement of Changes in Fiduciary Net Position presents information showing how the
System’s net position restricted for pensions changed during the year ended December 31,
2021. It reflects contributions by participating employers, active members, and external parties,
investment activity, along with deductions for retirement benefits, refunds, transfers, and
administrative expenses.

Notes to Financial Statements
The notes provide additional information that is essential for the reader to gain a full
understanding of the data provided in the financial statements.

Required Supplementary Information

The required supplementary information includes this Management’s Discussion and Analysis,
the Schedule of Changes in the Net Pension Liability, and the Schedules of the Net Pension Liability,
Contributions, and Investment Returns.

Berkshire County Retirement System Audit Report
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Financial Highlights

e The System’s total net position restricted for pensions was $358,899,910 at December 31,
2021, a change of 556,552,869, or 18.70%, over the prior year. This change is primarily due

to investment gains during the year.

* Employer and employee contributions to the plan were $17,511,167, which represents a
$1,131,973 change over the prior year. The employer share of contributions represents
64.91% of the total contributions made to the System.

e Benefits paid to plan participants changed by $1,314,414 or 7.83%, totaling $18,111,367. At
December 31, 2021, there were 854 retirees and beneficiaries in receipt of pension

benefits, as further discussed on page 10.

e The System’s funded ratio (based on the System’s GASB 68 valuation) as of the January 1,

2021 actuarial valuation was 107.00%.

Financial Statement Analysis

The following is a summary of financial statement data for the current and prior fiscal year:

FIDUCIARY NET POSITION

Assets
Cash and receivables S
Investments

Total Assets
Liabilities
Accounts payable

Net Position

Restricted for pensions S 358,899,910

The System’s total assets as of December 31, 2021 were $359,172,149 and were mostly
comprised of cash and investments. Total assets increased by $56,693,147, or 18.74%, from the
prior year primarily due to an increase in investment value,

Berkshire County Retirement System Audit Report

2020

$ 11,560,695

290,918,307

302,479,002

131,961

$ 302,347,041
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CHANGES IN FIDUCIARY NET POSITION

2021 2020

Additions

Contributions S 17,994,645 $ 16,879,981

Investment income, net 58,435,211 31,531,596
Total Additions 76,429,856 48,411,577
Deductions

Benefit payments 18,111,367 16,796,953

Other 1,765,620 1,281,059
Total Deductions 19,876,987 18,078,012
Changes in Net Position 56,552,869 30,333,565
Net Position Restricted for Pensions

Beginning of Year 302,347,041 272,013,476

End of Year $ 358,899,910 $ 302,347,041

The amount needed to finance benefits is accumulated through the coilection of employers’
and employee’s contributions, reimbursements from the Commonwealth of Massachusetts for
pre-1998 COLA and through earnings on investments. Contributions and net investment income
for calendar year 2021 resulted in a net gain of $76,429,856. Employers’ contributions
increased by $765,000, or 7.01% in calendar year 2021. The System had net investment income

of $58,435,211 versus $31,531,596 in 2020, primarily due to investments performing more
favorably in 2021.

The primary deductions of the System include the payment of pension benefits to participants
and beneficiaries, refunds and transfers of member contributions, reimbursement payments in
accordance with Massachusetts General Law, Chapter 32, Section 3(8)c, more commonly
referred to as 3(8)c reimbursements, and the costs of administering the System. Total
deductions for calendar year 2021 were $19,876,987, which represents a change of $1,798,975,
or 9.95%, over deductions of $18,078,012 in calendar year 2020. The payment of pension
benefits changed by $1,314,414 or 7.83% over the previous year,

Return on Investment and Funding

The Berkshire County Retirement System Board continuously monitors investment
performance at its monthly meetings. The money-weighted rate of return of the System
investments, as of December 31, 2021, was 19.90%.

Berkshire County Retirement System Audit Report
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Requests for Information

This financial report is designed to provide a general overview of the Berkshire County
Retirement System’s finances. Questions concerning any of the information provided in this
report, or requests for additional financial information, should be addressed to:

Ms. Sheila LaBarbera
Executive Director
Berkshire County Retirement System
29 Dunham Mall
Pittsfield, MA 01201-6207

Berkshire County Retirement System Audit Report
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BERKSHIRE COUNTY RETIREMENT SYSTEM

Statement of Fiduciary Net Position
December 31, 2021

Assets

Cash and short-term investments S 4,177,606

Investments in external investment pools 354,326,322

Accounts receivable 668,221
Total Assets 359,172,149
Liabilities

Accounts payable 272,239
Net Position

Restricted for pensions 358,899,910
Total Net Position S 358,899,910

The accompanying notes are an integral part of these financial statements.

8

Berkshire County Retirement System Audit Report



BERKSHIRE COUNTY RETIREMENT SYSTEM

Statement of Changes in Fiduciary Net Position

For the Year Ended December 31, 2021

Additions
Contributions:
Employers

Plan members

Other systems and Commonwealth of Massachusetts

Total Contributions

Investment income:
Increase in fair value of investments
Less: management fees

Net Investment Income
Total Additions

Deductions

Benefit payments to plan members, beneficiaries,

and other systems
Refunds to plan members
Transfers to other systems
Administrative expenses

Total Deductions
Net Increase

Net Position Restricted for Pensions
Beginning of Year

End of Year

$ 11,680,000
5,831,167

483,478

17,994,645

60,041,722

{1,606,511)
58,435,211

76,429,856

18,111,367
727,503
606,137

431,980
19,876,987

56,552,869

302,347,041
5358809010

The accompanying notes are an integral part of these financial statements.

9
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BERKSHIRE COUNTY RETIREMENT SYSTEM

Notes to Financial Statements

1. Description of Plan

Substantially all employees of the 46 member units in Berkshire County {except teachers
and administrators under contract employed by the School Department) are members
of the Berkshire County Retirement System (the System), a cost sharing, multiple
employer public employee retirement system (PERS). Eligible employees must
participate in the System. The pension plan provides pension benefits, deferred
allowances, and death and disability benefits. Chapter 32 of the Massachusetts General
Laws establishes the authority of the System, contribution percentages, and benefits
paid. The Berkshire County Retirement Board does not have the authority to amend
benefit provisions.

Membership of the plan consisted of the following at January 1, 2021:

Retirees and beneficiaries receiving benefits 854
Inactive members entitled to a return of

employee contributions 213
Inactive members with a vested rightto a

deferred orimmediate benefit 46
Active plan members 1,172
Total 2,285
Number of participating employers 46

Participant Contributions

Participants contribute a set percentage of their gross regular compensation annually.
Employee contribution percentages are specified in Chapter 32 of the Massachusetts
General Laws. The employee’s individual contribution percentage is determined by their
date of entry into the system. In addition, all employees hired on or after January 1,
1979 contribute an additional 2% on all gross regular compensation over the rate of
$30,000 per year. The percentages are as follows:

Before January 1, 1975 5%

January 1, 1975 — December 31, 1983 7%

January 1, 1984 — June 30, 1996 8%

July 1, 1996 — present 9%
10
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For those members entering a Massachusetts System on or after April 2, 2012 in Group 1,
the contribution rate will be reduced to 6% when at least 30 years of creditable service has
been attained.

Employer Contributions
Employers are required to contribute at actuarially determined rates as accepted by the
Public Employee Retirement Administration Commission {(PERAC]).

Participant Retirement Benefits

A retirement allowance consists of two parts: an annuity and a pension. A member’s
accumulated total deductions and a portion of the interest they generate constitute the
annuity. The difference between the total retirement allowance and the annuity is the
pension. The average retirement benefit is approximately 80-85% pension and 15-20%
annuity.

The System provides for retirement allowance benefits up to a maximum of 80% of a
member’s highest 3-year average annual rate of regular compensation for those hired prior
to April 2, 2012 and the highest 5-year average annual rate of regular compensation for
those first becoming members of the Massachusetts System on or after that date. However,
per Chapter 176 of the Acts of 2011, for members who retire on or after April 2, 2012, if in
the 5 years of creditable service immediately preceding retirement, the difference in the
annual rate of regular compensation between any 2 consecutive years exceeds 100%, the
normal yearly amount of the retirement allowance shall be based on the average annual
rate of regular compensation received by the member during the period of 5 consecutive
years preceding retirement. Benefit payments are based upon a member’s age, length of
creditable service, level of compensation, and group classification.

There are 4 classes of membership in the retirement system, but one of these classes,
Group 3, is made up exclusively of the Massachusetts State Police. The other three classes
are as follows:

¢ Group 1 - General employees, including clerical, administrative, technical, and all other
employees not otherwise classified.

e Group 2 - Certain specified hazardous duty positicns.

* Group 4 —Police officers, firefighters, and other specified hazardous positions.

A retirement allowance may be received at any age, upon attaining 20 years of service. The
plan also provides for retirement at age 55 if the participant was a member prior to
January 1, 1978, with no minimum vesting requirements. If the participant was a member
on or after January 1, 1978 and a member of Groups 1 or 2, then a retirement allowance
may be received if the participant (1) has at least 10 years of creditable service, (2) is age 55,
(3) voluntarily left System employment on or after that date, and (4) left accumulated
annuity deductions in the fund. Members of Group 4 have no minimum vesting
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requirements, however, must be at least age 55. Groups 2 and 4 require that participants
perform the duties of the Group position for at least 12 months immediately prior to
retirement.

A participant who became a member on or after April 2, 2012 is eligible for a retirement
allowance upon 10 years creditable service and reaching ages 60 or 55 for Groups 1 and 2,
respectively. Participants in Group 4 must be at least age 55. Groups 2 and 4 require that
participants perform the duties of the Group position for at least 12 months immediately
prior to retirement.

Methods of Payment
A member may elect to receive his or her retirement allowance in one of three forms of
payment as follows:

e Option A — Total annual allowance, payable in monthly installments, commencing at
retirement and terminating at the members death.

s QOption B — A reduced annual allowance, payable in monthly installments, commencing
at retirement and terminating at the death of the member, provided however, that if
the total amount of the annuity portion received by the member is less than the
amount of his or her accumulated deductions, including interest, the difference or
balance of his accumuiated deductions will be paid in a lump sum to the retiree’s
beneficiary or beneficiaries of choice.

e Option C — A reduced annual allowance, payable in monthly installments, commencing
at retirement. At the death of the retired employee, 2/3 of the allowance is payable to
the member’s designated beneficiary (who may be the spouse, or former spouse who
has not remarried, child, parent, sister, or brother of the employee) for the life of the
beneficiary. For members who retired on or after January 12, 1988, if the beneficiary
pre-deceases the retiree, the benefit payable increases (or “pops up” to Option A) based
on the factor used to determine the Option C benefit at retirement. For members who
retired prior to January 12, 1988, if the System has accepted Section 288 of Chapter 194
of the Acts of 1998 and the beneficiary pre-deceases the retiree, the benefit payable
“pops up” to Option A in the same fashion. The Option C became available to accidental
disability retirees on November 7, 1996.

Participant Refunds

Employees who resign from service and who are not eligible to receive a retirement
allowance are entitled to request a refund of their accumulated total deductions. Members
voluntarily withdrawing with at least 10 years of service or involuntarily withdrawing,
receive 100% of the regular interest that has accrued on those accumulated total
deductions. Members voluntarily withdrawing with less than 10 years of service get
credited interest each year at a rate of 3%.

12
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Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations

The System is organized under Chapter 34B of the Massachusetts General Laws (MGL)
and is subject to the provisions of Chapter 32 of the Massachusetts General Laws. The
System is governed by a five-member board. The Board members are appointed or
elected as specified by MGL Chapter 34B section 19(b) for terms ranging from 3 to 6
years. The System is also guided by an Advisory Council comprised of the official
“Treasurers” of each member unit.

Summary of Significant Accounting Policies

The accounting policies of the System as reflected in the accompanying financial
statements for the year ended December 31, 2021 conform to generally accepted
accounting principles for public employee retirement systems (PERS). The more
significant accounting policies of the System are summarized below:

Basis of Accounting

The System follows accounting policies mandated by the Commonwealth of
Massachusetts. The accounting records are maintained on the accrual basis of
accounting. Contributions from the members’ employees are recognized as revenue in
the period in which employees provide services to the respective member unit.

Investments

investment Policy

Investments are reported at fair value in accordance with PERAC requirements. System
assets are managed on a total return basis with a long-term objective of achieving and
maintaining a fully funded status for the benefits provided through the pension plan.

Rate of Return

For the year ended December 31, 2021, the annual money-weighted rate of return on
pension plan investments, net of pension plan investment expenses, was 19.90%. The
money-weighted rate of return expresses investment performance, net of investment
expense, adjusted for the changing amounts actually invested throughout the year.

Cash and Short-Term Investments

Custodial Credit Risk — Deposits

Custodial credit risk is the risk that in the event of a bank failure, the System’s deposits
may not be returned. Massachusetts General Laws Chapter 32, Section 23, limits the
System’s deposits “in a bank or trust company to an amount not exceeding ten percent
of the capital and surplus of such bank or trust company.” The System does not have a
deposit policy for custodial credit risk.

13
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As of December 31, 2021, none of the System’s bank balance of 54,350,086 was
exposed to custodial credit risk as uninsured or uncollateralized.

Investments

All of the System’s investments totaling $354,326,322 are in an external investment
pool {the PRIT Fund).*

* Fair value is the same as the value of the pool share. The Pension Reserves Investment Trust (PRIT)
was created under Massachusetts General Laws, Chapter 32, Section 22, in December 1983. The
Pension Reserves Investment Trust is operated under contract with a private investment advisor,
approved by the Pension Reserves Investment Management Board. The Pension Reserves
Investment Management Board shall choose an investment advisor by requesting proposals from
advisors and reviewing such proposals based on criteria adopted under Massachusetts General
Laws, Chapter 30B.

Credit Risk — Investments in Debt Securities

Generally, credit risk is the risk that an issuer of an investment will not fulfill its
obligation to the holder of the investment. Massachusetts General Laws, Chapter 32,
Section 23, limits the investment of System funds, to the extent not required for current
disbursements, in the PRIT Fund or in securities, other than mortgages or collateral loans,
which are legal for the investment of funds in savings banks under the laws of the
Commonwealth of Massachusetts, provided that no more than the established percentage
of assets, is invested in any one security. The System does not have formal investment
policies related to credit risk.

Due 1o their nature, none of the System’s investments are subject to credit risk
disclosure.

Custodial Credit Risk

The custodial credit risk for investments is the risk that, in the event of the failure of the
counterparty (e.g., broker-dealer) to a transaction, the System will not be able to
recover the value of its investment or collateral securities that are in the possession of
another party. The System does not have policies for custodial credit risk.

Investments in external investment pools and in open-end mutual funds are not
exposed to custodial credit risk because their existence is not evidenced by securities
that exist in physical or book entry form. Therefore, all of the System’s investments of
$354,326,322 are exempt from custodial credit risk disclosure.

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributable to the magnitude of the
System’s investment in a single issuer. Massachusetts General Laws Chapter 32,
Section 23 limits the amount the System may invest in any one issuer or security type,
with the exception of the PRIT Fund.
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Investments issued or explicitly guaranteed by external investment pools are excluded
from concentration of credit disclosure.

All of the System’s investments are exempt from concentration of credit risk disclosure.

Interest Rate Risk — investments in Debt Securities

Interest rate risk is the risk that changes in market interest rates will adversely affect the
fair value of an investment. Generally, the longer the maturity of an investment, the
greater the sensitivity of its fair value to changes in market interest rates. The System
does not have a formal investment policy that limits investment maturities as a means
of managing its exposure to fair value losses arising from increasing interest rates.

Information about the sensitivity of the fair values of the System’s investments to
market interest rate fluctuations is not applicable as all of the System’s investments are
immediately liquid.

Foreign Currency Risk

Foreign currency risk is the risk that changes in foreign exchange rates will adversely
affect the fair value of an investment. The System does not have a formal investment
policy related to foreign currency risk.

Fair Value

The System categorizes its fair value measurements within the fair value hierarchy
established by Governmental Accounting Standards Board Statement No. 72 Fair Value
Measurement and Application.

Due to the nature of the System’s investments, they are measured at net asset value.
The net asset value {NAV) per share is the amount of net assets attributable to each

share of capital stock outstanding at the close of the period. Investments measured at
the NAV for fair value are not subject to level classification.

Redemption
Frequency Redemption
Unfunded (If currently Notice
Description Value Commitments eligible) Period
External investment pool: PRIT  §  354,326322  § - Monthly 30 Days
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Accounts Receivable

Annually the Public Employee Retirement Administration {PERAC) determines the
amount of employer contributions (pension appropriations) to be made to the System.
The accounts receivable balance primarily represents legal amounts due from
employers for pension appropriation not received until after December 31, 2021.

Commitments and Contingencies

COVID-19

The COVID-19 outbreak in the United States (and across the globe) has resulted in
economic uncertainties. There is considerable uncertainty around the duration and
scope of the economic disruption. The extent of the impact of COVID-19 on the System’s
operational and financial perfermance will depend on certain developments, including
the duration and spread of the outbreak, impact on individuals served by the System,
employees, and vendors, all of which are uncertain and cannot be predicted. At this
point, the extent to which COVID-19 may impact the System’s financial condition or
results of operations is uncertain.

Outstanding Legal Issues

On an ongoing basis, there are typically pending legal issues in which the System is
involved. The System’s management is of the opinion that the potential future
settlement of these issues would not materially affect its financial statements taken as a
whole.

Unfunded Capital Commitments — Investments
As of December 31, 2021, the System had no outstanding capital commitments.

Net Pension Asset of Participating Employers

The net pension asset was based on an actuarial valuation dated January 1, 2021, and
rolled forward to December 30, 2021.

Net Pension Asset of Employers
The components of the net pension asset of the participating employers at December 31,
2021 were as follows (in thousands):

Total pension liability $ 335,409
Plan fiduciary net position (358,900)
Employers' net pension asset S (23,491)

Plan fiduciary net position as a percentage
of total pensicn asset 107.00%
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Actuarial Assumptions

A summary of the actuarial assumptions as of the latest actuarial valuation is shown below:

Valuation date

Actuarial cost method

Remaining amortization period

Actuarial assumptions:
Investment rate of return

Projected salary increases:
Group land 2
Fire
Police

Inflation rate
Post-retirement cost-of-living adjustment
Mortality rates:

Pre-Retirement

Post-Retirement

Disabled Retirees

Actuarial valuations of the ongoing Systems involve estimates of the reported amounts and
assumptions about probability of occurrence of events far into the future. Examples
include assumptions about future employment mortality and future salary increases.
Amounts determined regarding the net pension liability (asset) are subject to continual
revision, as actual results are compared with past expectations and new estimates are

made about the future.
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1/1/2021
Entry Age Normal Cost Method

6 years remaining

6.75%

4.25%
4.75%
4.75%

Not explicitly stated
3% of first $14,000

Reflects the RP-2014 Blue Collar
Employees table projected
generationally with Scale MP-2020
(gender distinct}

Reflects the RP-2014 Blue Collar
Healthy Annuitant table projected
generationally with Scale MP-2020

(gender-distinct)

Reflects the RP-2014 Blue Collar
Healthy Annuitant table set forward
1year projected generaticnally with

Scale MP-2020 (gender distinct)
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Change of Assumptions

The investment rate of return was decreased from 7.00% in 2020 to 6.75% in 2021. This
change increased the actuarial accrued liability by approximately $7.9 million. The
mortality table was modified to represent the RP-2014 Blue Color table projected
generationally with Scale MP-2020. This change decreased the actuarial accrued liability
by approximately $1.9 million.

Target Allocations

The long-term expected rate of return on pension plan investments was determined
using a building-block method in which best-estimates ranges of expected future real
rates of return (expected returns, net of pension plan investment expense and inflation)
are developed for each major asset class. These ranges are combined to produce the
long-term expected rate of return by weighting the expected future real rates of return
by the target asset allocation percentage and by adding expected inflation. Best
estimates of arithmetic real rates of return for each major asset class included in the
System’s targeted asset allocation as of December 31, 2021, are summarized in the
following table:

Long-Term
Target Expected
Asset Real Rate
Asset Class Allocation of Return
Domestic equity 24.00% 1.51%
International equity 12.70% 0.81%
Emerging markets equity 5.00% 0.44%
Core fixed income 15.10% 0.82%
Value-added fixed income 6.50% 0.42%
Private equity 16.60% 1.68%
Real estate 8.70% 0.52%
Timberland 2.90% 0.19%
Hedge funds/PCS 7.80% 0.42%
Overlay 0.60% 0.00%

Total 99.90% *

* Total may not add due to rounding

Discount Rate

The discount rate used to measure the total pension liability was 6.75%. The projection
of cash flows used to determine the discount rate assumed that contributicns from
participating employers will be made based on the actuarially determined rates based
on the Board’'s funding policy, which establishes the contractually required rates by
Statute. Based on those assumptions, the System’s fiduciary net position was projected
to be available to make all the projected future benefit payments of current plan
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members. Therefore, the long-term expected rate of return on pension plan
investments was applied to all periods of projected benefit payments to determine the
total pension liability.

Sensitivity of Discount Rate

The following presents the net pension liability (asset) of the participating employers
calculated using the discount rate of 6.75%, as well as what the participating employers’
net pension liability (asset) would be if it were calculated using a discount rate that is
one percentage-point lower or one percentage-point higher than the current rate (in

thousands):
Current
1% Discount 1%
Decrease Rate Increase
(5.75%) (6.75%) {7.75%)

$ 13,885 S (23491) S (55,185)

Deferred Outflows and Inflows of Resources
The following schedule refiects the deferred outflows and inflows of resources for the
System for the year ended December 31, 2021 (in thousands):

Deferred Deferred
Qutflows of Inflows of
Resources Resources
Differences between expected and actual experience S 1,987 S {(79)
Changes of assumptions 9,237 -
Net difference between projected and actual
investment earnings on pension plan investments - (41,585)
Total S 11,224 S {41,664)
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The following summarizes changes in deferred outflows and inflows, excluding
employer-specific amounts (in thousands):

Beginning Amaortization
Balance Current of Amounts
on Prior Measurement Recognized in
Measurement  Amortization  Measurement Period Current Period End of Year
Year Period Period Deferrals Additions Pension Expense Balance
Deferred Outflows of Resaurces
Differences between expected
and actual experience 2021 4.9 5 - s 2,49 5 (509) $ 1,987
2017 4.8 105 - {105)
Changes of assumptions 2021 4.9 - 6,100 (1,245} 4,855
2018 4.9 6,689 - (2,307} 4,382
2017 4.8 1,530 - {1,530) -
Total Deferred Outflows of Resources 8324 8,506 (5,696) 11,224
Deferred Inflows of Resources
Differences between expected
and actual experience 2019 4.9 {120) - 41 (79)
Net difference between projected
and actual investment earnings
on pension plan investments 2021 5.0 - (38,077} 7,615 (30,462)
2020 50 {10,0186) . 2,504 (7.512)
2019 5.0 {12,328) : 4,109 (8,219)
2018 5.0 9,214 - (4,606} 4,608
2017 50 {4,001} - 4,001 -
Total Deferred Inflows of Resources (17,251} (38,077} 13,664 (41,664}
Total Collective Deferred Outfiows and Inflows of Resources $_ {8927) $_(29.481) $_ 7,968 $_(30,440)

The following schedule reflects the amortization of the balance of deferred outflows
and inflows of resources:

Fiscal

Year* Total
2022 S (5,603)
2023 (10,436)
2024 (8,365)
2025 (6,036)

$_(30,440)

* presented by member units’ fiscal year to fairly present the fiduciary impact of related deferred outflow
and inflows in the fiscal year affecting the member unit.

20

Berkshire County Retirement System Audit Report

29



‘Woday s Jalipny Juapuadapu| aas

TC

.mCOB.n_EJmmm pue spoyiawl |euenlae ucmu_.—_r_w_m Jo Alewwins Joj syuawajels [elaueyly s WISAS aU) 0} S910U 33§

‘3/gD{10AD 3Ui033G AdY1 SD PaABIASIP 2 [fiM SiDAA |DUOIHPPY ‘S103A QT J0f LOIIDWICLU] MOYS O] PAPUAIUT S 3|NPaUYIS

ey TULse s gsger § WRLEb $ 0€9DE S €8T ¢ {Iev'Er)
ZET'96T 8£9'602 €89'ErT 582987 £10'2LT LYETOE 006'85€
£6676T TET'96T 2/9'60Z €89'ErT 58L'9€7 £107LT LVETOE
SET'T IS EL S00'PE (868°9) 822'SE vEE0E £55'95
9 [47 53 a4 43 €1 i
{oov) (eot) (£ev) (tev) (zev) (25w) (zev)
{osz‘et) (osteT) (185'%T) (665'ST) (teg'ot) (8TL'9T) (69€°8T)
6ve'T 9SH YT SOT'SE (6T1'S) 950°L€ 6IS'IE zr'ss
4% 150% 5P 8L 0697 790°S sze's
1Er'8 0888 1626 WL'e £02°0T SI60T 089'TT
67'8ET 056 9£5'69 6¢5'08C £V9'20€ 0LT°STE 60 'SEE
95712 Bty RET 05b'st7T 9E£5'69Z 675'08Z £79°Z0€ O/T'SIE
€6T'LT T00'TT 98002 €66°0T ¥rTZe LTSTT 6e7'02
{ogezt) (65t'€T) (085'vT) (665'5T) (tze‘or) (81£'91) (69€°8T)
009'6 - 0616 - 00E‘TT 5 0019

) B - - - - 967°C
{T€0e) - €9 - (roz) - -
1891 60'8L 6v08T 16161 L09'6T S91°1¢ W1
7609 $ 999 $  S6L9 S ToL'z $  TELL $ 080 $ ou'g

910¢ 10T 8102 610C 020¢ 120z 0T

{spuesnoyy u| passaudxa sjunowy)

{paupneun)

B Uo|SUad 1aN 3Y3 Ul saduey) jo ajnpayss

uoneuuou] Aejuswa|ddng paiinboy

WW3LSAS INJINIFHLIIY ALNNOD FHIHSNYA9

{q-8) Bupu3 - (39ssy) Ayijiqen uoisuad 1aN
{q) Buipus - uciised 3ou Alenply ueld
8ujuuiBaq - vonisod 18u Auepnply ueld

uopisod 35u Asepnpiy ue|d u) aBueyd JaN

12410
asuadxa aanessiuwupy
SUOIINGLIJUOD JDGUWIBUI
4o spunyas Suipnjpul ‘siuswAed 11jsuag
BLUOJU| JUBWISIAU| 19N
13quiaw - suonngUIueD
J9hko|dws - suonnqLuo)
uosod 1aN Aleanpid uejd

(&) Buipua - Aljigel| uoisuad |ejo)
SBujuuiSaq - Aujigel| uotsuad |ejoL
Aypiger| uoisuad [ejoy u| adueyd 1aN

SUOIINQUIUGI JaquIBL
40 spunjas Suipnpul ‘suawiAed 11jauag
suondwnsse yo ssfueyy
33U3N3dX3 [EN198 PUB PAIIAX3 UIIMIDY SAOURIAHNA
SWiIB) 3143u3q o safueyd
PLETES ]
1500 a0IAIDS
Anlgen uoisuad jeioy

30

Berkshire County Retirement System Audit Report



[44

‘uoday s, Joypny luapuadapu| 935

‘suoduwnsse pue spoylaw [eenae Juediyusis Jo Alewwins 10} SJUWSIEIS [elaueul S, WalsAS a1 03 salou 93

‘3]qojIpAD aW023q A2Y3 s padnidsip 3q jjim sipad [puonRippy sipal o1 Jof uobuIofur MOYS 0] papualll 310 SaINP3YIS

%99'0 %65L %8T'LT %IET- %ETIT %S0°CL %06°6T
%50°0Z %66°0C %8TIT %0E'7T %Z9TT %ZT'ET %YL'TT
LOETY $  LOET S I89°Ew S /89'EY £0T'LY S €0y $  £9ETS
- $ , $ - $ - S $ e
(z8v's) (0888} (L62'6) (TvL's) {e0z01) (s16'0T) {089°11)
'8 $ 0888 T4 s Trt’s 0201  $ SIeOT & 089
%09'66 %TOV6 %8165 %ET 0T %6819 %LT'LE YL "S-
087w §  LOE® S /89'tF & [89'EY €0ZTL  § €T §  E9ETS
%EET8 %9078 %It'06 %IV %88'68 %EE'SE %00°L0T
€Tt 6 WleE  § €8St § WhL'EY 0g9'0e ¢ e8I §  (lew'Ee)
(zrE'96T) {89'60€) {€89°ET) {58L9¢€T) (e10'2£2) (£VE20€) (006°85€E)
evb'8Ez  § Os'ebr  §  9ES'e9T  §  6TST08T EY9TOE ¢ OLI'SIE  §  6OFSEE
910z ot 8T0¢ 6T0C 0z0c Teoe e

(spuesnoy uj passaidxa sjunowy)

(paipneun)

SUIN18Y JUBLUISAUS PUE ‘SUOIINGLIUOD ‘AM{IGEN] UDISUS4 31BN BY3 JO SBINPaY3s

uonewiou| Aeluawaiddng painbay

W3ILSAS LNIWIHILIY ALNNOD JHIHSHYIE

Isuadxa JUsWISIAUI JO JBU
“uiniad Jo ajel pAydiom Asuouw [enuuy
SUINL3Y JUSWISBAU| JO BINPAYIS

Jlo1Aed patanod jo a8ejuadiad e se suojingliuo)
||oJAed pasano)
{sseaxa) Aaualdisep uonnguod)

uOIINQUIVCD PaulLLIALap
AJ[ELENIIE B3 OF UO[IE(AI UI SUCTINGLIUOD
UOINGIU0D pauUIWLRIBP AjjeHENRY
SUOHNGLIUOY JO 3|NPaYIS

|oiAed paiaao3 jo 382juadiad e se
1| uoisuad 1au 1aA0jdwa Bunedpiey

jloJhed pataac)

(19sse} Avijiqe)| uoisuad |e101 Byl Jo
a8ejuaniad e se uonisod yau Auepnply ueld
(19sse) Ajijiqey) uoisuad 18N
uojiised 3au Alepnpiy ugjd
Ayjiqe)p uoisuad jejoL
IlIqer uoisuad 13N Jo 3|Npayas

31

Berkshire County Retirement System Audit Report



QL,) MELANSON

INDEPENDENT AUDITOR’S REPORT

To the Retirement Board
Berkshire County Retirement System

Opinions

We have audited the accompanying schedule of employer allocations of the Berkshire County
Retirement System (the System} as of and for the year December 31, 2021. We have also
audited the columns titled net pension liability, total deferred outflows of resources excluding
employer specific amounts, total deferred inflows of resources excluding employer specific
amounts, and pension expense (specified column totals) included in the accompanying
schedule of collective pension amounts of the Berkshire County Retirement System as of and
for the year ended December 31, 2021.

In our opinion, the schedules referred to above present fairly, in all material respects, the
employer allocations and net pension liability, total deferred outflows of resources excluding
employer specific amounts, total deferred inflows of resources excluding employer specific
amounts, and pension expense for the Berkshire County Retirement System as of and for the
year ended December 31, 2021, in accordance with accounting principles generally accepted
in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS). Our responsibilities under those standards are further described in
the Auditor’s Responsibilities for the Audit of the Schedule section of our report. We are
required to be independent of the Berkshire County Retirement System and to meet our other
ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Responsibilities of Management for the Schedules

Management is responsible for the preparation and fair presentation of these schedules in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of the schedules that are free from material misstatement,
whether due to fraud or error.

Merrimack, New Hampshire
Andover, Massachusetts
Greenfield, Massachusetts

Ellsworth, Maine 800.282.2440 | melansoncpas.com
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QL) MELANSON

Auditor’s Responsibilities for the Audit of The Schedules

Our objectives are to obtain reasonable assurance about whether the schedules as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance but is not absclute
assurance and, therefore, is not a guarantee that an audit conducted in accordance with GAAS
will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control. Misstatements are considered material if there is a substantial likelihoed that,

individually or in the aggregate, they would influence the judgment made by a reasonable user
based on the schedules.

In performing an audit in accordance with GAAS, we:

¢ Exercise professional judgment and maintain professional skepticism throughout the
audit.

e Identify and assess the risks of material misstatement of the schedules, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the schedules. '

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the System’s internal cantrol. Accordingly,
no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the schedules.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain
internal control-related matters that we identified during the audit.

Restriction on Use

Our report is intended solely for the information and use of Berkshire County Retirement
System management, the Retirement Board, System employers and their auditors as of and for
the year ended December 31, 2021 and is not intended to be and should not be used by anyone
other than these specified parties.

MeLorson

Greenfield, Massachusetts
July 27,2022

800.282.2440 | melansoncpas.com
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BERSKHIRE COUNTY RETIREMENT SYSTEM

Schedule of Employer Allocations

FY 2022
Actual Employer Allocation

Employer Contributions Percentage
Berishire County Mosquito Control 13,896 0.12%
Berkshire County Regional Housing Authority 165,596 1.43%
Berkshire Hills Regional School District 904,406 7.81%
Central Berkshire Regional School District 694,806 6.00%
Dalton Fire District 89,167 0.77%
Dalton Housing Authority 22,002 0.19%
District Department of Veteran Services 12,738 0.11%
Farmington River School District 148,225 1.28%
Great Barrington Fire District 63,691 0.55%
Lanesboro Village Fire & Water 25,476 0.22%
Lee Housing Authority 23,160 0.20%
Lenox Housing Authority 32,424 0.28%
Mount Greylock School District 658,908 5.69%
Mount Washington 26,634 0.23%
South Berkshire Regional School District 514,156 4.44%
Stockbridge Housing Authority 26,634 0.23%
Town of Alford 44,004 0.38%
Town of Becket 253,604 2.19%
Town of Cheshire 134,329 1.16%
Town of Clarksburg 162,121 1.40%
Town of Dalton 528,053 4.56%
Town of Egremont 206,126 1.78%
Town of Florida 147,067 1.27%
Town of Great Barrington 993,573 B8.58%
Town of Hancock 16,212 0.14%
Town of Hinsdale 158,647 1.37%
Town of Lanesborough 250,130 2.16%
Town of Lee (including schools) 1,158,010 10.00%
Town of Lenox (including schools} 1,205,488 10.41%
Town of Monterey 128,539 1.11%
Town of New Mar!borough 163,279 1.41%
Town of Otis 201,494 1.74%
Town of Peru 45,162 0.39%
Town of Richmond 222,338 1.92%
Town of Sandisfield 98,431 0.85%
Town of Savoy 60,217 0.52%
Town of Sheffield 261,710 2.26%
Town of Stockbridge 416,884 3.60%
Town of Tyringham 75,271 0.65%
Town of Washington 31,266 0.27%
Town of West Stockbridge 154,015 1.33%
Town of Williamstown 971,570 8.39%
Town of Windsor 48,637 0.42%
Williamstown Fire District 22,002 0.19%

Subtotal excluding ERI 11,580,008 100.00%
Town of Lanesborough 26,761
Town of Lee {including schools) 8,757
Town of New Marlborough 13,535
Town of Williamstown 37,307
Williamstown Fire District 13,542
Total $ 11,680,000

See actuarial assumptions in the Berkshire County Retirement System’s audited financial statements.
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@ MELANSON

INDEPENDENT AUDITORS’ REPORT

To the Retirement Board
Berkshire County Retirement System

We have audited the accompanying financial statements of the Berkshire County Retirement
System (the System), as of and for the year ended December 31, 2020, and the related notes to
the financial statements, which collectively comprise the basic financial statements as listed in
the table of contents.

Management’s Responsibility for the Financial Statements

The System’s management is responsible for the preparation and fair presentation of these
financial statements in accordance with accounting principles generally accepted in the United
States of America; this includes the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the ipurpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

Merrimack, New Hampshire

Andover, Massachusetts

Greenfield, Massachusetts

Ellsworth, Maine 800.282.2440 | melansoncpas.com
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QL) MELANSON

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the fiduciary net position of the Berkshire County Retirement System as of December 31, 2020,
and the respective changes in fiduciary net position for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management's Discussion and Analysis, the Schedule of Changes in the Net Pension Liability,
and the Schedules of the Net Pension Liability, Contributions, and Investment Returns, listed in
the foregoing table of contents, be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to ‘the required supplementary
information in accordance with auditing standards generaliy accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management's responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not" express an opinion or provide any assurance on the
information because the limited procedures do not provide us with evidence sufficient to
express an opinion or provide any assurance.

MeLanssn

Greenfield, Massachusetts
October 20, 2021

'800.282.2440 | melansoncpas.com
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Berkshire County Retirement System (the System), we offer readers this
narrative overview and analysis of the financial activities of the System for the year ended
December 31, 2020.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the basic financial
statements. The basic financial statements are comprised of two compeonents: (1) fund financial
statements and (2} notes to financial statements. This report also contains other required
supplementary information in addition to the basic financial statements themselves.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. Fund accounting is used to ensure and
demonstrate compliance with finance-related legal requirements.

The Statement of Fiduciary Net Position presents information on the System’s assets and
liabilities and the resulting net position held in trust restricted for pension benefits. This
statement reflects the System’s investments at fair value, as well as cash, receivables, and
liabilities.

The Statement of Changes in Fiduciary Net Position presents information showing how the
System’s net position restricted for pensions changed during the year ended December 31,
2020. It reflects contributions by participating employers, active members, and external parties,
investment activity, along with deductions for retirement benefits, refunds, transfers, and
administrative expenses.

Notes to Financial Statements and Required Supplementary Information
The Notes to Financial Statements provide additional information that is essential for the
reader to gain a full understanding of the data provided in the financial statements.

The Required Supplementary Information includes this Management’s Discussion and Analysis,
the Schedule of Changes in the Net Pension Liability, and the Schedules of Net Pension Liability,
Contributions, and Investment Returns.

Financial Highlights

® The System’s total net position restricted for pensions was $302,347,041 at December 31,
2020, a change of $30,333,565, or 11.15%, over the prior year. This change is primarily due
to investment gains during the year.
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e Employer and employee contributions to the plan were $16,379,194, which represents a
$1,125,133 change over the prior year. The employer share of contributions represents
64.66% of the total contributions made to the System.

e Benefits paid to plan participants changed by $616,300 or 3.81%, totaling $16,796,353. At
December 31, 2020, there were 816 retirees and beneficiaries in receipt of pension
benefits, as further discussed on page 9.

e The System’s funded ratio (based on the System’s GASB 68 valuation) as of the January 1,

2019 actuarial valuation was 95.93%, with 7 years remaining in its amortization period from
July 1, 2021.

Financial Statement Analysis

The following is a summary of financial statement data for the current and prior fiscal years:

FIDUCIARY NET POSITION

2020 2019

Assets

Cash and receivables $ 11,560,695 $ 9,121,860

Investments 290,918,307 263,055,443
Total Assets 302,479,002 272,177,303
Liabilities

Accounts payable 131,961 163,827
Net Position

Restricted for pensions S 302,347,041 S 272,013,476

The System’s total assets as of December 31, 2020 were $302,479,002 and were mostly
comprised of cash and investments. Total assets increased by $30,301,699, or 11.13%, from the
prior year primarily due to an increase in investment value.
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CHANGES IN FIDUCIARY NET POSITION

2020 2019

Additions

Contributions S 16,879,981 S 15,745,661

Investment income, net 31,531,596 37,063,402
Total Additions 48,411,577 52,809,063
Deductions

Benefit payments 16,796,953 16,180,653

Other 1,281,059 1,400,101
Total Deductions 18,078,012 17,580,754
Changesin Net Position 30,333,565 35,228,309
Net Position Restricted for Pensions

Beginning of Year 272,013,476 236,785,167

End of Year S 302,347,041 S 272,013,476

The amount needed to finance benefits is accumulated through the collection of employers’
and employee’s contributions, reimbursements from the Commonwealth of Massachusetts for
pre-1998 COLA and through earnings on investments. Contributions and net investment income
for calendar year 2020 resulted in a net gain of $48,411,577. Employers’ contributions
increased by $715,000, or 7.01% in calendar year 2020. The System had net investment income
of $31,531,596 versus $37,063,402 in 2019, primarily due to investments performing slightly
less favorably in 2020.

The primary deductions of the System include the payment of pension benefits to participants
and beneficiaries, refunds and transfers of member contributions, reimbursement payments in
accordance with Massachusetts General Law, Chapter 32, Section 3(8)c, more commonly
referred to as 3(8)c reimbursements, and the costs of administering the System. Total
deductions for calendar year 2020 were $18,078,012, which represents a change of $497,258,
or 2.83%, over deductions of 517,580,754 in calendar year 2019. The payment of pension
benefits changed by $616,300 or 3.81% over the previous year.

Berkshire County Retirement System Audit Report



Requests for Information

This financial report is designed to provide a general overview of the Berkshire County
Retirement System’s finances. Questions concerning any of the information provided in this
report, or requests for additional financial information, should be addressed to:

Ms. Sheila LaBarbera
Executive Director
Berkshire County Retirement System
29 Dunham Mall
Pittsfield, MA 01201-6207
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BERKSHIRE COUNTY RETIREMENT SYSTEM

Statement of Fiduciary Net Position
December 31, 2020

Assets
Cash and short-term investments S 10,538,437
Investments in external investment pools 290,918,307
Accounts receivable 1,022,258
Total Assets 302,479,002
Liabilities
Accounts payable 131,961

Net Position

Restricted for pensions 302,347,041
Total Net Position $ 302,347,041

The accompanying notes are an integral part of these financial statements.

7
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BERKSHIRE COUNTY RETIREMENT SYSTEM

Statement of Changes in Fiduciary Net Position

For the Year Ended December 31, 2020

Additions
Contributions:
Employers

Plan members

Other systems and Commonwealth of Massachusetts

Total Contributions

Investment income:
Increase in fair value of investments
Less: management fees

Net Investment Income
Total Additions

Deductions

Benefit payments to plan members, beneficiaries,

and other systems
Refunds to plan members
Transfers to other systems
Administrative expenses

Total Deductions
Net Increase

Net Position Restricted for Pensions
Beginning of Year

End of Year

$ 10,915,000
5,464,194
500,787

16,879,981

32,810,175

(1,278,579)
31,531,596

48,411,577

16,796,953
422,030
402,356
456,673

18,078,012

30,333,565

272,013,476
5300347001

The accompanying notes are an integral part of these financial statements.
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BERKSHIRE COUNTY RETIREMENT SYSTEM

Notes to Financial Statements

1. Description of Plan

Substantially all employees of the 46 member units in Berkshire County {except teachers
and administrators under contract employed by the School Department) are members
of the Berkshire County Retirement System (the System), a cost sharing, multiple
employer public employee retirement system (PERS). Eligible employees must
participate in the System. The pension plan provides pension benefits, deferred
allowances, and death and disability benefits. Chapter 32 of the Massachusetts General
Laws establishes the authority of the System, contribution percentages, and benefits
paid. The Berkshire County Retirement Board does not have the authority to amend
benefit provisions.

Membership of the plan consisted of the following at January 1, 2019 (the latest
actuarial valuation):

Retirees and beneficiaries receiving benefits 816
Inactive members entitled to a return of

employee contributions 171
Inactive members with a vested rightto a

deferred orimmediate benefit 45
Active plan members 1,151
Total 2,183
Number of participating employers 46

Participant Contributions

Participants contribute a set percentage of their gross regular compensation annually.
Employee contribution percentages are specified in Chapter 32 of the Massachusetts
General Laws. The employee’s individual contribution percentage is determined by their
date of entry into the system. In addition, all employees hired on or after January 1,
1979 contribute an additional 2% on zll gross regular compensation over the rate of
$30,000 per year. The percentages are as follows:

Before January 1, 1975 5%

January 1, 1975 — December 31, 1983 7%

January 1, 1984 —June 30, 1996 8%

July 1, 1996 — present 9%
9
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For those members entering a Massachusetts System on or after April 2, 2012 in Group 1,
the contribution rate will be reduced to 6% when at least 30 years of creditable service has
been attained.

Employer Contributions
Employers are required to contribute at actuarially determined rates as accepted by the
Public Employee Retirement Administration Commission (PERAC).

Participant Retirement Benefits

A retirement allowance consists of two parts: an annuity and a pension. A member’s
accumulated total deductions and a portion of the interest they generate constitute the
annuity. The difference between the total retirement allowance and the annuity is the
pension. The average retirement benefit is approximately 80-85% pension and 15-20%
annuity.

The System provides for retirement allowance benefits up to a maximum of 80% of a
member’s highest 3-year average annual rate of regular compensation for those hired prior
to April 2, 2012 and the highest 5-year average annual rate of regular compensation for
those first becoming members of the Massachusetts System on or after that date. However,
per Chapter 176 of the Acts of 2011, for members who retire on or after April 2, 2012, if in
the 5 years of creditable service immediately preceding retirement, the difference in the
annual rate of regular compensation between any 2 consecutive years exceeds 100%, the
normal yearly amount of the retirement allowance shall be based on the average annual
rate of regular compensation received by the member during the period of 5 consecutive
years preceding retirement. Benefit payments are based upon a member’s age, length of
creditable service, level of compensation, and group classification.

There are 4 classes of membership in the retirement system, but one of these classes,
Group 3, is made up exclusively of the Massachusetts State Police. The other three classes
are as follows:

¢ Group 1 - General employees, including clerical, administrative, technical, and all other
employees not otherwise classified.

e Group 2 - Certain specified hazardous duty positions.

o Group 4 - Police officers, firefighters, and other specified hazardous positions.

A retirement allowance may be received at any age, upon attaining 20 years of service. The
plan also provides for retirement at age 55 if the participant was a member prior to
January 1, 1978, with no minimum vesting requirements. If the participant was a member
on or after January 1, 1978 and a member of Groups 1 or 2, then a retirement allowance
may be received if the participant (1) has at least 10 years of creditable service, (2} is age 55,
(3) voluntarily left System employment on or after that date, and (4} left accumulated
annuity deductions in the fund. Members of Group 4 have no minimum vesting

10
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requirements, however, must be at least age 55. Groups 2 and 4 require that participants
perform the duties of the Group position for at least 12 months immediately prior to
retirement.

A participant who became a member on or after April 2, 2012 is eligible for a retirement
allowance upon 10 years creditable service and reaching ages 60 or 55 for Groups 1 and 2,
respectively. Participants in Group 4 must be at least age 55. Groups 2 and 4 require that
participants perform the duties of the Group position for at least 12 months immediately
prior to retirement.

Methods of Payment
A member may elect to receive his or her retirement allowance in one of three forms of
payment as follows:

e Option A - Total annual allowance, payable in monthly installments, commencing at
retirement and terminating at the members death.

e Option B — A reduced annual aliowance, payable in monthly installments, commencing
at retirement and terminating at the death of the member, provided however, that if
the total amount of the annuity pertion received by the member is less than the
amount of his or her accumulated deductions, including interest, the difference or
balance of his accumulated deductions will be paid in a lump sum to the retiree’s
beneficiary or beneficiaries of choice.

e Option C ~ A reduced annual allowance, payable in monthly instaliments, commencing
at retirement. At the death of the retired employee, 2/3 of the allowance is payable to
the member’s designated beneficiary (who may be the spouse, or former spouse who
has not remarried, child, parent, sister, or brother of the employee) for the life of the
beneficiary. For members who retired on or after January 12, 1988, if the beneficiary
pre-deceases the retiree, the benefit payable increases (or “pops up” to Option A) based
on the factor used to determine the Option C benefit at retirement. For members who
retired prior to January 12, 1988, if the System has accepted Section 288 of Chapter 194
of the Acts of 1998 and the beneficiary pre-deceases the retiree, the benefit payable
“pops up” to Option A in the same fashion. The Option C became available to accidental
disability retirees on November 7, 1996.

Participant Refunds

Employees who resign from service and who are not eligible to receive a retirement
allowance are entitled to request a refund of their accumulated total deductions. Members
voluntarily withdrawing with at least 10 years of service or involuntarily withdrawing,
receive 100% of the regular interest that has accrued on those accumulated total
deductions. Members voluntarily withdrawing with less than 10 years of service get
credited interest each year at a rate of 3%.

11
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Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations

The System is organized under Chapter 34B of the Massachusetts General Laws (MGL)
and is subject to the provisions of Chapter 32 of the Massachusetts General Laws. The
System is governed by a five-member board. The Board members are appointed or
elected as specified by MGL Chapter 34B section 19(b) for terms ranging from 3 to 6
years. The System is also guided by an Advisory Council comprised of the official
“Treasurers” of each member unit.

Summary of Significant Accounting Policies

The accounting policies of the System as reflected in the accompanying financial
statements for the year ended December 31, 2020 conform to generally accepted
accounting principles for public employee retirement systems {PERS). The more
significant accounting policies of the System are summarized below:

Basis of Accounting

The System follows accounting policies mandated by the Commonwealth of
Massachusetts. The accounting records are maintained on the accrual basis of
accounting. Contributions from the members’ employees are recognized as revenue in
the period in which employees provide services to the respective member unit.

Investments

Investment Policy

Investments are reported at fair value in accordance with PERAC requirements. System
assets are managed on a total return basis with a long-term objective of achieving and
maintaining a fully funded status for the benefits provided through the pension plan.

Rate of Return

For the year ended December 31, 2020, the annual money-weighted rate of return on
pension plan investments, net of pension plan investment expenses, was 12.05%. The
money-weighted rate of return expresses investment performance, net of investment
expense, adjusted for the changing amounts actually invested throughout the year.

Cash and Short-Term Investments

Custodial Credit Risk — Deposits

Custodial credit risk is the risk that in the event of a bank failure, the System’s deposits
may not be returned. Massachusetts General Law Chapter 32, Section 23, limits the
System’s deposits “in a bank or trust company to an amount not exceeding ten percent
of the capital and surplus of such bank or trust company.” The System does not have a
deposit policy for custodial credit risk.

12
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As of December 31, 2020, none of the System’s bank balance of $10,636,562 was
exposed to custodial credit risk as uninsured or uncollateralized.

Investments

All of the System’s investments totaling $290,918,307 are in an external investment
pool (the PRIT Fund).*

* Fair value is the same as the value of the pool share. The Pension Reserves Investment Trust (PRIT)
was created under Massachusetts General Law, Chapter 32, Section 22, in December 1983. The
Pension Reserves Investment Trust is operated under contract with a private investment advisor,
approved by the Pension Reserves Investment Management Board. The Pension Reserves
Investment Management Board shall choose an investment advisor by requesting proposals from
advisors and reviewing such proposals based on criteria adopted under Mossachusetts General Law,
Chapter 308.

Credit Risk — Investments of Debt Securities

Generally, credit risk is the risk that an issuer of an investment will not fulfill its
obligation to the holder of the investment. Massachusetts General Law, Chapter 32,
Section 23, limits the investment of System funds, to the extent not required for current
disbursements, in the PRIT Fund or in securities, other than mortgages or collateral loans,
which are legat for the investment of funds in savings banks under the laws of the
Commonwealth, provided that no more than the established percentage of assets, is
invested in any one security. The System does not have formal investment policies
related to credit risk.

Due to their nature, none of the System’s investments are subject to credit risk
disclosure.

Custodial Credit Risk

The custodial credit risk for investments is the risk that, in the event of the failure of the
counterparty (e.g., broker-dealer) to a transaction, the System will not be able to
recover the value of its investment or collateral securities that are in the possession of
another party. The System does not have policies for custodial credit risk.

All of the System’s investments are exempt from custodial credit risk disclosure.

investments in external investment pools and in open-end mutual funds are not
exposed to custodial credit risk because their existence is not evidenced by securities
that exist in physical or book entry form.

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributable to the magnitude of the
System’s investment in a single issuer. Massachusetts General Law Chapter 32,
Section 23 limits the amount the System may invest in any one issuer or security type,
with the exception of the PRIT Fund.

13
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Investments issued or explicitly guaranteed by external investment pools are excluded
from conicentration of credit disclosure.

All of the System’s investments are exempt from concentration or credit risk disclosure.

Interest Rate Risk — Investments of Debt Securities

Interest rate risk is the risk that changes in market interest rates will adversely affect the
fair value of an investment. Generally, the longer the maturity of an investment, the
greater the sensitivity of its fair value to changes in market interest rates. The System
does not have a formal investment policy that limits investment maturities as a means
of managing its exposure to fair value losses arising from increasing interest rates.

Information about the sensitivity of the fair values of the System’s investments to
market interest rate fluctuations is not applicable as all of the System’s investments are
immediately liquid.

Foreign Currency Risk

Foreign currency risk is the risk that changes in foreign exchange rates will adversely
affect the fair value of an investment. The System does not have a formal investment
policy related to foreign currency risk.

Fair Value

The System categorizes its fair value measurements within the fair value hierarchy
established by Governmental Accounting Standards Board Statement No. 72 Fair Value
Measurement and Application (GASB 72).

The hierarchy is based on the valuation inputs used to measure the fair value of the
asset. The hierarchy categorizes the inputs to valuation techniques used for fair value
measurement into three levels as follows:

e level 1 — Inputs that reflect quoted prices {unadjusted) in active markets for identical
assets or liabilities that the fund has the ability to access at the measurement date.

e Level 2 — Inputs other than quoted prices that are observable for an asset or liability
either directly or indirectly, including inputs in markets that are not considered to be
active. Because they must often be priced on the basis of transactions involving similar
but not identical securities or do not trade with sufficient frequency, certain directly
held securities are categorized as level 2.

e Level 3 — Unobservable inputs based on the best information available, using
assumptions in determining the fair value of investments and derivative instruments.

The net asset value (NAV} per share is the amount of net assets attributable to each
share of capital stock outstanding at the close of the period. Investments measured at
the NAV for fair value are not subject to level classification.

14
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The System has the following fair value measurements as of December 31, 2020:

Investments measured at the net asset value {NAV):
External investment pool:
PRIT Core Fund $ 290,918,307

Redemption
Frequency Redemption
Unfunded {If currently Notice
Description Value Commitments eligible} Period

External investment pool:
PRIT Core Fund $ 290918307 S - Monthly 30 Days

Accounts Receivable

Annually the Public Employee Retirement Administration (PERAC) determines the
amount of employer contributions (pension appropriations) to be made to the System.
The accounts receivable balance primarily represents legal amounts due from
employers for pension appropriation not received until after December 31, 2020.

Commitments and Contingencies

COVID-19

The COVID-19 outbreak in the United States (and across the globe) has resulted in
economic uncertainties. There is considerable uncertainty around the duration and
scope of the economic disruption. The extent of the impact of COVID-19 on our
operational and financial performance will depend on certain developments, including
the duration and spread of the outbreak, impact on individuals served by the System,
employees, and vendors, all of which are uncertain and cannot be predicted. At this
point, the extent to which COVID-19 may impact our financial condition or results of
operations is uncertain.

Outstanding Legal Issues

On an ongoing basis, there are typically pending legal issues in which the System is
involved. The System’s management is of the opinion that the potential future
settlement of these issues would not materially affect its financial statements taken as a
whole.

Unfunded Capital Commitments — Investments
As of December 31, 2020, the System had no outstanding capital commitments.

15
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7. Net Pension Liability of Participating Employers

The net pension liability was based on an actuarial valuation dated January 1, 2019, and
rolled forward to December 30, 2020.

Net Pension Liability of Employers
The components of the net pension liability of the participating employers at December 31,
2020 were as follows (in thousands):

Total pension liability S 315170
Plan fiduciary net position {302,347)
Employers' net pension liability S 12,823

Plan fiduciary net position as a percentage
of total pensian liability 95.93%

16
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Actuarial Assumptions

A summary of the actuarial assumptions as of the latest actuarial valuation is shown below:

Valuation date

Actuarial cost method

Remaining amortization period

Actuarial assumptions:
Investment rate of return

Projected salary increases:
Group 1and 2
Fire
Paolice

Inflation rate
Post-retirement cost-of-living adjustment
Mortality rates:

Pre-Retirement

Post-Retirement

Disabled Retirees

Actuarial valuations of the ongoing Systems involve estimates of the reported amounts and
assumptions about probability of occurrence of events far into the future. Examples
include assumptions about future employment mortality and future salary increases.
Amounts determined regarding the net pension liability are subject to continual
revision, as actual results are compared with past expectations and new estimates are

made about the future.
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1/1/2019
Entry Age Normal Cost Method

7 years remaining

7.00%

4.25%
4.75%
4.75%

Not explicitly stated
3% of first $14,000

Reflects the RP-2014 Blue Collar
Employees table projected
generationally with Scale MP-2018
{gender distinct)

Reflects the RP-2014 Blue Collar
Healthy Annuitant table projected
generationally with Scale MP-2018

(gender-distinct)

Reflects the RP-2014 Blue Collar
Healthy Annuitant table set forward
1vyear projected generationally with

Scale MP-2018 (gender distinct)
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Target Allocations

The long-term expected rate of return on pension plan investments was determined
using a building-block method in which best-estimates ranges of expected future real
rates of return (expected returns, net of pension plan investment expense and inflation)
are developed for each major asset class. These ranges are combined to produce the
long-term expected rate of return by weighting the expected future real rates of return
by the target asset allocation percentage and by adding expected inflation. Best
estimates of arithmetic real rates of return for each major asset class included in the
System’s targeted asset allocation as of December 31, 2020, are summarized in the
following table:

Long-Term

Target Expected

Asset Real Rate
Asset Class Allocation of Return
U.S. equity 23.10% 1.48%
International equities 14.40% 0.95%
Emerging equities 5.80% 0.49%
Hedge equity 8.80% 0.50%
Core fixed income 15.80% 1.49%
Value-added fixed income 7.40% 0.46%
Private equity 12.60% 1,29%
Real estate 8.30% 0.50%
Timberland 3.30% 0.22%
Portfolio completion PCS 0.50% 0.03%
Total 100.00%

Discount Rate

The discount rate used to measure the total pension liability was 7.00%. The projection
of cash flows used to determine the discount rate assumed that contributions from
participating employers will be made based on the actuarially determined rates based
on the Board’s funding policy, which establishes the contractually required rates by
Statute. Based on those assumptions, the System’s fiduciary net position was projected
to be available to make all the projected future benefit payments of current plan
members. Therefore, the long-term expected rate of return on pension plan
investments was applied to all periods of projected benefit payments to determine the
total pension liability.

Sensitivity of Discount Rate

The following presents the net pension liability of the participating employers calculated
using the discount rate of 7.00%, as well as what the participating employers’ net
pension liability (asset) would be if it were calculated using a discount rate that is one

18
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percentage-point lower or one percentage-point higher than the current rate (in

thousands):
Current
1% Discount 1%
Decrease Rate Increase

(6.00%) (7.00%) (8.00%)
$ 49404 5 12,823 S5 (19,465)

Deferred Outflows/Inflows of Resources
The following schedule reflects the deferred outflows/inflows of resources for the
System for the year ended December 31, 2020 (in thousands):

Deferred Deferred
Outflows of inflows of
Resources Resources
Differences between expected and actual experience S 105 S (120)
Changes of assumptions 8,219 -
Net difference between projected and actual
investment earnings on pension plan investments - (17,131}
Total S 8,324 S (17,251)

The following summarizes changes in deferred outflows/inflows, exciuding employer-
specific amounts (in thousands):

Beginning Amortization
Balance Current of Amounts
on Prior Measurement Recognized in
Measurement Amortization  Measurement Period Current Period End of Year
Year Period Period Deferrals Additions Pension Expense Balance
Deferred Outflows of Resources
Differences between expected
and actual experience 2017 4.8 s 237 s - 5 (132) 3 105
Changes of assumptions 2019 49 8,995 - (2,306) 6,689
2017 48 3,445 - (1,915) 1,530
Total Deferred OQutflows of Resources 12,677 - (4,353) 8,324
Deferred Inflows of Resources
Differences between expected
and actual experience 2019 49 (162) - 42 (120)
Net difference between projected
and actual investment earnings
on pension planinvestments 2020 50 - (12,520) 2,504 {10,016)
2019 5.0 {16,437) - 4,108 (12,328)
2018 5.0 13,820 - {4,606) 5,214
2017 5.0 {8,002) . 4,001 (4,001)
2016 5.0 83 - (83) -
Total Deferred Inflows of Resources {10,698) {12,520) 5,967 {17,251)
Total Collective Deferred Qutflows/Inflows of Resources S 1979 $ {12,520 $ 1614 $_(8927)
19
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The following schedule reflects the amortization of the balance of deferred
outflows/(inflows) of resources:

Fiscal

Year* Total
2021 S (2,106}
2022 258
2023 (4,575)
2024 (2,504)

$_(8,927)

* Presented by member units’ fiscal year to fairly present the fiduciary impact of related deferred
outflows/inflows in the fiscal year affecting the member unit.

20
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INDEPENDENT AUDITORS’ REPORT

To the Retirement Board
Berkshire County Retirement System

Report on Schedules

We have audited the accompanying schedule of employer allocations of the Berkshire County
Retirement System as of and for the year December 31, 2020, and the related notes. We have
also audited the columns titled net pension liability, total deferred outflows of resources
excluding employer specific amounts, total deferred inflows of resources excluding employer
specific amounts, and pension expense (specified column totals) included in the accompanying
schedule of collective pension amounts of the Berkshire County Contributory Retirement
System as of and for the year ended December 31, 2020.

Management’s Responsibility for the Schedules

Management is responsible for the preparation and fair presentation of these schedules in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of the schedules that are free from material misstatement,
whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express ‘opinions on the schedule of employer allocations and the
specified column totals included in the schedule of collective pension amounts based on our
audit. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the schedule of employer allocations and specified column
totals included in the schedule of collective pension amounts are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the schedule of employer allocations and specified column totals included in the
schedule of collective pension amounts. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the schedule of
employer ailocations and specified column totals included in the schedule of collective pension

Merrimack, New Hampshire
Andover, Massachusetts
Greenfield, Massachusetts

Ellsworth, Maine 800.282.2440 | melansoncpas.com
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amounts, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the schedule of
employer allocations and specified column totals included in the schedule of pension amounts in
order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the schedule of employer
allocations and specified column totals included in the schedule of collective pension amounts.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
hasis for our audit opinions.

Opinions

In our opinion, the schedules referred to above present fairly, in all material respects, the
employer allocations and net pension liability, total deferred outflows of resources excluding
employer specific amounts, total deferred inflows of resources excluding employer specific
amounts, and pension expense for the Berkshire County Retirement System as of and for the
year ended December 31, 2020, in accordance with accounting principles generally accepted
in the United States of America. Ay

Restriction on Use
Our report is intended solely for the information and use of Berkshire County Retirement
System management, the Retirement Board, System employers and their auditors as of and for

the year ended December 31, 2020 and is not intended to be and should not be used by anyone
other than these specified partiiég.

MoLarassn,

Greenfield, Massachusetts
October 20, 2021

800.282.2440 | melansoncpas.com
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BERSKHIRE COUNTY RETIREMENT SYSTEM

Schedule of Employer Allocations

Fr2021
Actual Employer Aliocation
Emplayer Contributicns Percentage

Berkshire County Mosquito Control 5 12,978 0.12%
Berkshire County Regional Housing Authority 140,596 1.30%
Berkshire Hills Regional School District 825,192 7.63%
Central Berkshire Regional School District 645,661 5.97%
County of Berkshire - 0.00%
Dalton Fire District 75,706 0.70%
Dalton Housing Authority 21,630 0.20%
District Department of Veteran Services 11,897 011%
Farmington River School District 128,700 1.19%
Great Barrington Fire District 58,483 0.55%
Lanesboro Village Fire &Water 24,875 0.23%
Lee Housing Autherity 21,630 0.20%
Lenox Housing Authority 28,119 0.26%
Mount Greylock School District 429,353 3.97%
Mount Washington 30,282 0.28%
South Berkshire Regional School District 489,924 4.53%
Stockbridge Housing Authority 29,201 0.27%
Town of Alford 45,423 0.42%
Town of Becket 237,932 2.20%
Town of Cheshire 125,455 1.16%
Town of Clarksburg 158,982 1.47%
Town of Dalton 501,821 4.64%
Town of Egremont 187,101 1.73%
Town of Florida 118,966 1.10%
Town of Great Barrington 931,180 8.61%
Town of Hancock 18,386 0.17%
Town of Hinsdale 156,819 1.45%
Town of Lanesborough 296,334 2.74%
Town of Lee (including schools} 1,084,754 10.03%
Town of Lenox (including schools) 1,149,645 10.63%
Town of Monterey 121,129 1.12%
Town of New Ashford 1,082 0.01%
Town of New Marlborough 150,330 1.39%
Town of Otis 187,101 1.73%
Town of Peru 41,097 0.38%
Town of Richmond 221,710 2.05%
Town of Sandisfield 95,173 0.88%
Town of Savoy 47,587 0.44%
Town of Sheffield 250,910 232%
Town of Stockbridge 391,507 3.62%
Town of Tyringham 80,032 0.74%
Town of Washington 34,608 0.32%
Town of West Stockbridge 136,270 1.26%
Town of Williamstown 1,003,641 9.28%
Town of Windsor 45,423 0.42%
Williamstown Fire District 19,467 0.18%
Subtotal excluding ERI 10,815,098 100.00%
——

Town of Laneshorough 26,761

Town of Lee {including schools) 8,757

Town of New Marlborough 13,535

Town of Williamstown 37,307

Williamstown Fire District 13,542

Total § 10,915,000

[Estl it chishet

See actuarial assumptions in the Berkshire County Retirement System’s audited financial statements.
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INDEPENDENT AUDITORS’ REPORT

To the Retirement Board
Berkshire County Retirement System

We have audited the accompanying financial statements of the Berkshire County Retirement
System (the System), as of and for the year ended December 31, 2019, and the related notes to
the financial statements, which collectively comprise the basic financial statements as listed in
the table of contents.

Management’s Responsibility for the Financial Statements

The System’s management is responsible for the preparation and fair presentation of these
financial statements in accordance with accounting principles generally accepted in the United
States of America; this includes the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

Nashua, New Hampshire

Manchester, New Hampshire

Andover, Massachusetts

Greenfield, Massachusetts

Ellsworth, Maine 800.282.2440 | melansoncpas.com
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the fiduciary net position of the Berkshire County Retirement System as of December 31, 2013,
and the respective changes in fiduciary net position for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Report on Summarized Comparative Information

We have previously audited the System's 2018 financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated August 21,
2019. In our opinion, the summarized comparative information presented herein as of and for
the year ended December 31, 2018 is consistent, in all material respects, with the audited
financial statements from which it has been derived.

Other Matters
Required Supplementary Information

Accounting principles generally accepté'd in:the United States of America require that the
Management’s Discussion and Analysm, the Schedule of Changes in the Net Pension Liability,
and the Schedules of Net Pension Lmblhty, Contributions, and Investment Returns, listed in the
foregoing table of contents, be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic)ﬁnancial statements in an appropriate operational, economic, or
historical context. We have apphed certain limited procedures to the required supplementary
information in accordance wsth audltmg standards generally accepted in the United States of
America, which consisted of [inquiries of management about the methods of preparing the
information and comparing the informatlon for consistency with management’s responses to our
inquiries, the basic financial statements and other knowledge we obtained during our audit of the
basic financial statements. We do ot express an opinion or provide any assurance on the
information because the limited procedures do not provide us with evidence sufficient to
express an opinion or provide any assurance

Moborser

Greenfield, Massachusetts
September 9, 2020

800.282.2440 | melansoncpas.com
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Berkshire County Retirement System (the System), we offer readers
this narrative overview and analysis of the financial activities of the System for the year
ended December 31, 2019.

A. OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the basic financial
statements. The basic financial statements are comprised of two components: (1) fund
financial statements and {2) notes to financial statements. This report also contains other
supplementary information in addition to the basic financial statements themselves.

Fund financial statements. A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities or
objectives. Fund accounting is used to ensure and demonstrate compliance with
finance-related legal requirements.

The Statement of Fiduciary Net Position presents information on the System’s assets
and fiabilities and the resulting net position held in trust restricted for pension benefits.
This statement reflects the System’s investments at fair value, as well as cash,
receivables, and liabilities.

The Statement of Changes in Fiduciary Net Position presents information showing how
the System’s net position restricted for pensions changed during the year ended
December 31, 2019. It reflects contributions by members and participating employers,
investment activity, along with deductions for retirement benefits, refunds, transfers,
and administrative expenses.

Notes to financial statements. The Notes to Financial Statements provide additional
information that is essential for the reader to gain a full understanding of the data
provided in the financial statements.

The Required Supplementary Information includes this Management’s Discussion and
Analysis, the Schedule of Changes in the Net Pension Liability, and the Schedules of Net
Pension Liability, Contributions, and Investment Returns.

B. FINANCIAL HIGHLIGHTS

e The System’s total net position restricted for pensions was $272,013,476 at
December 31, 2019.

e The System’s net position increased by $35,228,309, which is primarily due to net
investment gains during the year.
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e Employer and employee contributions to the plan were 515,050,409, which
represents an increase of $685,840 over the prior year. The employer share of
contributions represents 64.8% of the total contributions made to the System.

e Benefits paid to plan participants increased by $781,102 or 5.07%, totaling
$16,180,653. At December 31, 2019, there were 816 retirees and beneficiaries in
receipt of pension benefits, as further discussed on page .

¢ The System’s funded ratio (based on the System’s GASB 68 valuation) as of the
January 1, 2019 actuarial valuation was 89.9%, with 9 years remaining in its
amortization period from July 1, 2020.

C. FINANCIAL STATEMENT ANALYSIS

The following is a summary of financial statement data for the current and prior fiscal
years (in thousands):

FIDUCIARY NET POSITION

2018 2018
Assets
Cash and receivables s 9,122 S 7,206
Investments 263,055 229,687
Total Assets 272,177 236,893
Liabilities
Accounts payable 164 108
Total Liabilities 164 108
Net Position
Restricted for Pensions $ 272,013 $ 236,785

The System’s total assets as of December 31, 2019 were $272,177,303 and were mostly
comprised of cash and investments. Total assets increased by $35,283,929 or 14.89%
from the prior year primarily due to an increase in investment value.
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CHANGES IN FIDUCIARY NET POSITION

2019 2018
Additions
Contributions $ 15,746 $ 15,224
Investmentincome / (loss), net 37,063 (5.418)
Total Additions 52,809 9,806
Deductions
Benefit payments 16,181 15,400
Other 1,400 1,304
Total Deductions 17,581 16,704
Changes in Net Position 35,228 (6,898)
Net Position Restricted for Pensions
Beginning of Year 236,785 243,683
End of Year § 272,013 $ 236,785

The amount needed to finance benefits is accumulated through the collection of
employers’ and employees’ contributions, reimbursements from the Commonwealth of
Massachusetts for pre-1998 COLA and through earnings on investments. Contributions
and net investment income for calendar year 2019 resulted in a net gain of $52,809,063.
Empioyers’ contributions increased by $451,926, or 4.63% in calendar year 2019. The
System had a net investment income of $37,063,402 in 2019, versus a loss of
$(5,417,698) in 2018, primarily due to the market performing more favorably in
calendar year 2019.

The primary deductions of the System include the payment of pension benefits to
participants and beneficiaries, refunds and transfers of member contributions,
reimbursement payments in accordance with Massachusetts General Law, Chapter 32,
Section 3(8)c, more commonly referred to as 3(8)c reimbursements, and the costs of
administering the System. Total deductions for calendar year 2019 were $17,580,754,
which represents an increase of $876,832, or 5.25%, over deductions of $16,703,922 in
calendar year 2018, The payment of pension benefits increased by $781,102 or 5.07%
over the previous year.
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REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Berkshire County
Retirement System’s finances. Questions concerning any of the information provided in this
report, or requests for additional financial information, should be addressed to:

Ms. Sheila LaBarbera

Executive Director

Berkshire County Retirement System
29 Dunham Mali

Pittsfield, MA 01201-6207
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BERKSHIRE COUNTY RETIREMENT SYSTEM
Statement of Fiduciary Net Position

December 31, 2019

Assets

Cash and short-term investments
Investments in external investment pool
Accounts receivable

Total Assets
Liabilities
Accounts payable
Net Position
Restricted for pensions

Total Liabilities and Net Position

$ 6,138,042
263,055,443
2,983,818

$ 272,177,303

S 163,827

272,013,476

S_ 272,177,303

The accompanying notes are an integral part of these financial statements.
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BERKSHIRE COUNTY RETIREMENT SYSTEM
Staterment of Changes in Fiduciary Net Position

For the Year Ended December 31, 2019

Additions

Contributions:
Employers $ 10,202,891
Plan members 4,847,518
Other systems and Commonwealth of Massachusetts 671,024
Other 24,228

Total Contributions 15,745,661

Investment income:
Appreciation in fair value of investments 38,345,660
Less: management fees (1,282,258

Net Investment Gain 37,063,402

Total Additions 52,809,063
Deductions
Benefit payments to plan members and beneficiaries 16,180,653
Refunds to plan members 605,077
Transfers to other systems 363,383
Administrative expenses 431,641
Total Deductions 17,580,754
Net Increase 35,228,309

Net Position Restricted for Pensions

Beginning of Year 236,785,167
End of Year S 272,013,476

The accompanying notes are an integral part of these financial statements.
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BERKSHIRE COUNTY RETIREMENT SYSTEM

Notes to Financial Statements

Description of Plan

Substantially all employees of the 46 member unit employers in Berkshire County
{except teachers and administrators under contract employed by the School
Departments) are members of the Berkshire County Retirement System ({the
System), a cost sharing, multiple employer public employee retirement system
{PERS). Eligible employees must participate in the System. The pension plan provides
pension benefits, deferred allowances, and death and disability benefits. Chapter 32
of the Massachusetts General Laws establishes the authority of the System,
contribution percentages, and benefits paid. The Berkshire County Retirement Board
does not have the authority to amend benefit provisions.

Membership of the plan consisted of the following at the latest actuarial valuation:

Retirees and beneficiaries receiving benefits 816
Inactive members entitled to a return of employee
contributions 171
Inactive members with a vested right to a deferred or
immediate benefit 45
Active plan members 1,151
Total 2,183
Number of participating employers 46

Participant Contributions

Participants contribute a set percentage of their gross regular compensation
annually. Employee contribution percentages are specified in Chapter 32 of the
Massachusetts General Laws. The employee’s individual contribution percentage is
determined by their date of entry into the system. In addition, all employees hired on
or after January 1, 1979 contribute an additional 2% on all gross regular
compensation over the rate of $30,000 per year. The percentages are as follows:

Before January 1, 1975 5%

January 1, 1975 — December 31, 1983 7%

January 1, 1984 ~ lune 30, 1996 8%

July 1, 1996 — present 9%
9
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For those members entering a Massachusetts System on or after April 2, 2012 in
Group 1, the contribution rate will be reduced to 6% when at least 30 years of creditable
service has been attained.

Employer Contributions

Employers are required tc contribute at actuarially determined rates as accepted by the
Public Employee Retirement Administration Commission (PERAC).

Participant Retirement Benefits

A retirement allowance consists of two parts: an annuity and a pension. A member’s
accumulated total deductions and a portion of the interest they generate constitute the
annuity. The difference between the total retirement allowance and the annuity is the
pension. The average retirement benefit is approximately 80-85% pension and 15-20%
annuity.

The System provides for retirement allowance benefits up to a maximum of 80% of a
member’s highest 3-year average annual rate of regular compensation for those hired
prior to April2, 2012 and the highest 5-year average annual rate of regular
compensation for those first becoming members of the Massachusetts System on or
after that date. However, per Chapter 176 of the Acts of 2011, for members who retire
on or after April 2, 2012, if in the 5 years of creditable service immediately preceding
retirement, the difference in the annual rate of regular compensation between any 2
consecutive years exceeds 100%, the normal yearly amount of the retirement allowance
shall be based on the average annual rate of regular compensation received by the
member during the period of 5 consecutive years preceding retirement. Benefit
payments are based upon a member’s age, length of creditable service, level of
compensation, and group classification.

There are 4 classes of membership in the retirement system, but one of these classes,
Group 3, is made up exclusively of the Massachusetts State Police. The other three
classes are as follows:

¢ Group 1— General employees, including clerical, administrative, technical, and all
other employees not otherwise classified.

e Group 2 — Certain specified hazardous duty positions.

e Group 4 — Police officers, firefighters, and other specified hazardous positions.

A retirement allowance may be received at any age, upon attaining 20 years of service.

The plan also provides for retirement at age 55 if the participant was a member prior to

January 1, 1978, with no minimum vesting requirements. If the participant was a
member on or after January 1, 1978 and a member of Groups 1 or 2, then a retirement

10
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allowance may be received if the participant {1) has at least 10 years of creditable
service, (2) is age 55, (3) voluntarily left System employment on or after that date, and
(4) left accumulated annuity deductions in the fund. Members of Group 4 have no
minimum vesting requirements, however, must be at least age 55. Groups 2 and 4
require that participants perform the duties of the Group position for at least 12 months
immediately prior to retirement.

A participant who became a member on or after April 2, 2012 is eligible for a retirement
allowance upon 10 years creditable service and reaching ages 60 or 55 for Groups 1 and
2, respectively. Participants in Group 4 must be at least age 55. Groups 2 and 4 require
that participants perform the duties of the Group position for at least 12 months
immediately prior to retirement.

Methods of Payment

A member may elect to receive his or her retirement allowance in one of three forms of
payment as follows:

® Option A —Total annual allowance, payable in menthly installments, commencing at
retirement and terminating at the members death.

¢ Option B — A reduced annual allowance, payable in monthly installments,
commencing at retirement and terminating at the death of the member, provided
however, that if the total amount of the annuity portion received by the member is
less than the amount of his or her accumulated deductions, including interest, the
difference or balance of his accumulated deductions will be paid in a lump sum to
the retiree’s beneficiary or beneficiaries of choice.

e Option C — A reduced annual allowance, payable in monthly instaliments,
commencing at retirement. At the death of the retired employee, 2/3 of the
allowance is payable to the member’s designated beneficiary (who may be the
spouse, or former spouse who has not remarried, child, parent, sister, or brother of
the employee) for the life of the beneficiary. For members who retired on or after
January 12, 1988, if the beneficiary pre-deceases the retiree, the benefit payable
increases (or “pops up” to Option A) based on the factor used to determine the
Option C benefit at retirement, For members who retired prior to January 12, 1988,
if the System has accepted Section 288 of Chapter 194 of the Acts of 1998 and the
beneficiary pre-deceases the retiree, the benefit payable “pops up” to Option A in
the same fashion. The Option C became available to accidental disability retirees on
November 7, 1996.

11
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Participant Refunds

Employees who resign from service and who are not eligible to receive a retirement
allowance are entitled to request a refund of their accumulated total deductions.
Members voluntarily withdrawing with at least 10 years of service or involuntarily
withdrawing, receive 100% of the regular interest that has accrued on those
accumulated total deductions. Members voluntarily withdrawing with less than 10 years
of service get credited interest each year at a rate of 3%.

Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations

The System is organized under Chapter 34B of the Massachusetts General Laws
{MGL) and is subject to the provisions of Chapter 32 of the Massachusetts General
Laws. The System is governed by a five-member board. The Board members are
appointed or elected as specified by MGL Chapter 34B section 19(b) for terms
ranging from 3 to 6 years. The System is also guided by an Advisory Council
comprised of the official "Treasurers" of each member unit.

Summary of Significant Accounting Policies

The accounting policies of the System as reflected in the accompanying financial
statements for the year ended December 31, 2019 conform to generally accepted
accounting principles for public employee retirement systems (PERS). The more
significant accounting policies of the System are summarized below:

Basis of Accounting

The System follows accounting policies mandated by the Commonwealth of
Massachusetts. The accounting records are maintained on the accrual basis of
accounting. Contributions from the members’ employees are recognized as revenue
in the period in which employees provide services to the respective member unit.

Investments

Investment Policy

Investments are reported at fair value in accordance with PERAC requirements.
System assets are managed on a total return basis with a long-term objective of

achieving and maintaining a fully funded status for the benefits provided through
the pension plan.

12

Berkshire County Retirement System Audit Report

77



Rate of Return

For the year ended December 31, 2019, the annual money-weighted rate of return
on pension plan investments, net of pension plan investment expenses, was 16.23%.
The money-weighted rate of return expresses investment performance, net of
investment expense, adjusted for the changing amounts actually invested
throughout the year.

Comparative Financial Information

The financial statements include certain prior year summarized comparative
information. Such information does not include sufficient detail to constitute a
presentation in conformity with generally accepted accounting principles.
Accordingly, such information should be read in conjunction with the System's
financial statements for the year ended December 31, 2018.

Cash and Short-Term Investments

Custodial Credit Risk - Deposits. Custodial credit risk is the risk that in the event of a
bank failure, the System’s deposits may not be returned. Massachusetts General
Law Chapter 32, Section 23, limits the System’s deposits “in a bank or trust company
to an amount not exceeding ten percent of the capital and surplus of such bank or
trust company.” The System does not have a deposit policy for custodial credit risk.

As of December 31, 2019, none of the System’s bank balance of $6,354,858 was
exposed to custodial credit risk as uninsured or uncollateralized, and collateral held
by pledging bank’s trust department not in the System’s name.

Investments

All of the System's investments totaling $263,055,443 are in an external (State)
investment pool. *

* Fir value s the same as the value of the pool share. The Pension Reserves Investment Trust (PRIT) was
created under Massachusetts General Law, Chapter 32, Section 22, in December 1983. The Pension Reserves
Investment Trust is operated under contract with a private investment advisor, approved by the Pension
Reserves Investment Management Board. The Pension Reserves Investment Management Board shall
choose an investment advisor by requesting proposals from advisors and reviewing such proposals based on
criterio adopted under Massachusetts General Law, Chapter 30B.

13
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A. Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its
obligation to the holder of the investment. Massachusetts General Law,
Chapter 32, Section 23, limits the investment of System funds, teo the extent not
required for current disbursements, in the PRIT Fund or in securities, other than
mortgages or collateral loans, which are legal for the investment of funds in savings
banks under the laws of the Commonwealth, provided that no more than the
established percentage of assets, is invested in any one security.

Due to their nature, none of the System's investments are subject to credit risk
disclosure.

B. Custodial Credit Risk

The custodial credit risk for investments is the risk that, in the event of the
failure of the counterparty {e.g., broker-dealer) to a transaction, a government
will not be able to recover the value of its investment or collateral securities that
are in the possession of another party. The System does not have policies for
custodial credit risk but manages custodial risk through diversification and the
"prudent person" principles outlines in PERAC guidelines. The System manages
this risk with SIPC and excess SIPC.

All of the System's investments are comprised of shares in the Pension Reserve
Investment Trust (PRIT) Fund, which is exempt from custodial credit risk
disclosure.

C. Concentration of Credit Risk

Massachusetts General Law Chapter 32, Section 23 limits the amount the System
may invest in any one issuer or security type, with the exception of the PRIT
Fund.

Investments issued or explicitly guaranteed by the U.S government and
investments in mutual funds, external investment pools, and other pooled
investments are excluded from concentration of credit disclosure.

All of the System’s investments are in the PRIT fund, which are exempt from
concentration of credit risk disclosure.

D. Interest Rate Risk
Interest rate risk is the risk that changes in market interest rates will adversely

affect the fair value of an investment. Generally, the longer the maturity of an
investment, the greater the sensitivity of its fair value to changes in market

14
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interest rates. The System does not have a formal investment policy that limits
investment maturities as a means of managing its exposure to fair value losses
arising from increasing interest rates; however, the System's investments consist
of pooled funds which are not subject to interest rate risk.

Information about the sensitivity of the fair values of the System's investments
to market interest rate fluctuations is not applicable as all the System's
investments are immediately liquid.

Foreign Currency Risk

Foreign currency risk is the risk that changes in foreign exchange rates will
adversely affect the fair value of an investment. The System does not have a
formal investment policy related to foreign currency risk.

Fair Value

The System categorizes its fair value measurements within the fair value
hierarchy established by Governmental Accounting Standards Board Statement
No. 72 Fair Value Measurement and Application (GASB 72).

The hierarchy is based on the valuation inputs used to measure the fair value of
the asset. The hierarchy categorizes the inputs to valuation techniques used for
fair value measurement into three levels as follows:

e Level 1 — Inputs that reflect quoted prices (unadjusted) in active markets for
identical assets or liabilities that the fund has the ability to access at the
measurement date.

® Level 2 - Inputs other than quoted prices that are observable for an asset or
liability either directly or indirectly, including inputs in markets that are not
considered to be active. Because they must often be priced on the basis of
transactions involving similar but not identical securities or do not trade with
sufficient frequency, certain directly held securities are categorized as level 2.

¢ Level 3 — Unobservable inputs based on the best information available, using
assumptions in determining the fair value of investments and derivative
instruments.

The net asset value {NAV) per share is the amount of net assets attributable to

each share of capital stock outstanding at the close of the period. Investments
meastired at the NAV for fair value are not subject to level classification.

15
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The System has the following fair value measurements as of December 31, 2019
(in thousands):

Investments measured at the net

asset value (NAV): Value
External Investment Pools 5 263,055
Redemption
Frequency Redemption
Unfunded (If currently Notice
Description Value Commitments eligible) Period
External Investment Pools S 263,055 S - Maonthly 30 Days

5. Accounts Receivable

Annually the Public Employee Retirement Administration (PERAC) determines the
amount of employer contributions (pension appropriations) to be made to the
System. The accounts receivable balance primarily represents legal amounts due
from employers for pension appropriation not received until after December 31,
2019.

6. Accounts Payable
This balance represents calendar year 2019 expenditures paid by the System after
year end. The expenditures consist of salaries, 3(8)c reimbursements, and refunds.
7. Contingencies
There are various pending claims arising in the ordinary course of operations;

however, management believes that the probable liability resulting from such claims
and litigation would not materially affect the System’s financial position.

8. Subsequent Events

The COVID-19 outbreak in the United States (and across the globe) has resulted in
economic uncertainties. The disruption is expected to be temporary, but there is
considerable uncertainty around the duration and scope. The extent of the impact of
COVID-19 on our operational and financial performance will depend on certain
developments, including the duration and spread of the outbreak, impact on our

16
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students served by the System, employees, and vendors, all of which are uncertain
and cannot be predicted. At this point, the extent tc which COVID-19 may impact
our financial condition or results of operations is uncertain.

9. Net Pension Liability of Participating Employers

The net pension liability was based on an actuarial valuation dated January 1, 2019
and rolled forward to December 31, 2019.

A. Net Pension Liability of Employers

The components of the net pension liability of the participating employers at
December 31, 2019 were as follows (in thousands):

Total pension liability $ 302,643
Plan fiduciary net position 272,013)
Employers' net pension liability s 30,630
Plan fiduciary net position as a percentage of total pension liability 89.9%

B. Actuarial Assumptions

A summary of the actuarial assumptions as of the latest actuarial valuation is shown

below:
Valuation date 1/1/2019
Actuarial cost method Entry Age Normal Cost Method
Remaining amortization period 8 years
Actuarial assumptions:
Investment rate of return 7.00%
Projected salary increases:
Groupland 2 4.25%
Fire 4.75%
Police 4.75%
Inflation rate Not explicitly stated
Post-retirement cost-of-living adjustment 3% of first $14,000

Actuarial valuations of the ongoing System involve estimates of the reported
amounts and assumptions about probability of occurrence of events far into the
future. Examples include assumptions about future employment mortality and
future salary increases. Amounts determined regarding the net pension liability
are subject to continual revision, as actual results are compared with past
expectations and new estimates are made about the future.

17
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Mortality rates were based on the following:

Pre-retirement and beneficiary mortality: Based on RP-2014 Blue Collar
Employees table projected generationally with Scale MP-2018 (gender distinct).

Mortality for retired members: Based on RP-2014 Blue Collar Health Annuitant
table projected generationally with Scale MP-2018 {gender distinct).

Mortality for disabled members: Based on RP-2014 Blue Collar Healthy Annuitant
table set forward 1 year projected generationally with Scale MP-2018 (gender
distinct).

Changes of Assumptions

The discount rate in 2019 changed to 7.0% compared to the discount rate of
7.25% in 2018. The mortality tables were also updated from the previous
valuation. The System's total pension liability increased by approximately
$8.9 million as a result of these changes.

Target Allocations

The long-term expected rate of return on pension plan investments was
determined using a building-block method in which best-estimates ranges of
expected future real rates of return (expected returns, net of pension plan
investment expense and inflation) are developed for each major asset class.
These ranges are combined to produce the long-term expected rate of return by
weighting the expected future real rates of return by the target asset allocation
percentage and by adding expected inflation. Best estimates of arithmetic real
rates of return for each major asset class included in the System’s targeted asset
allocation as of December 31, 2019, are summarized in the following table.

18
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Real Long-Term

Target Return Expected

Asset Arithmetic Real Rate

et Class Allocation Basis of Return
U.S. equity 13.00% 7.62% 0.99%
International equities 13.00% 7.80% 1.01%
Emerging equities 5.00% 9.31% 0.47%
Hedged equity 8.00% 6.89% 0.55%
Core bonds 6.00% 4.37% 0.26%
Short-term fixed income 2.00% 4.01% 0.08%
20+ yr. Treasury STRIPS 3.00% 3.50% 0.11%
TIPS 4.00% 4.00% 0.16%
Value-added fixed income 8.00% 7.58% 0.61%
Private equity 13.00% 11.15% 1.45%
Real estate 10.00% 6.43% 0.64%
Timberland 4.00% 7.00% 0.28%
Portfolio completion (PBC) 11.00% 6.76% 0.74%

Total 100.00%

D. Discount Rate

The discount rate used to measure the total pension liability was 7.0%. The
projection of cash flows used to determine the discount rate assumed that
contributions from participating employers will be made based on the actuarially
determined rates based on the Board’s funding policy, which establishes the
contractually required rates by Statute. Based on those assumptions, the
System’s fiduciary net position was projected to be available to make all the
projected future benefit payments of current plan members. Therefore, the
long-term expected rate of return on pension plan investments was applied to all
periods of projected benefit payments to determine the total pension liability.

E. Sensitivity of Discount Rate

The following presents the net pension liability of the participating employers
calculated using the discount rate of 7.0%, as well as what the participating
employers’ net pension liability would be if it were calculated using a discount rate
that is one percentage-point lower or one percentage-point higher than the current
rate (in thousands):

Current
1% Discount 1%
Decrease Rate Increase
(6.0%) (7.0%) 0%
564,664 $30,630 $1,777
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F. Deferred Outflows/(Inflows) of Resources

The following schedule reflects the deferred outflows/(inflows) of resources for
the System for the year ended December 31, 2018 (in thousands):

Deferred Deferred
Outflows of (inflows) of
Resources Resources
Differences between expected and actual experience S 237 S (162)
Changes of assumptions 12,440 -
Net difference between projected and actual investment
earnings on pension plan investments - (10,536)
Total $_12,677 S (10,698)

The following summarizes changes in deferred outflows/(inflows}, excluding
employer-specific amounts (in thousands):
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Deferred Qutflows of Resources:

Difference between expected

and actual experience

Change in assumpticns:

Total Deferred Outflows of Resources
Deferred {Inflows) of Resources:

Difference between expected

and actual experience:

Net differences between projected
and actual earnings on pension plan
investments:

Total Deferred (Inflows) of Resources

Total Cotlective Deferred
Outflows {Inflows} of Rescurces

Measurement

Year

2017

2015
2017

2019

2015

2019

2015
2016
2017
2018

2019

Amortization

Perigd

4.8

5.0
4.8

4.9

5.0

4.9

5.0
5.0
5.0
5.0

5.0

Beginning
Balance Current
on Prior Measurement
Measurement Period
Period Deferrals Additions
s 368 S -
1,920 -
5,360 -
11,300
7,648 11,300
(607) -
- (204)
2,714 -
166 -
{12,003} -
18,426 B
- (20,545)
8,696 (20,749)
S 16,344 S {9,449)

Amortization
of Amounts

Recognized in

Current Period End of Year
Pension Expense Balance
$ (131) s 237
(1,920} -
(1,915) 3,445
(2,305) 8,995
(6,271) 12,677
607 -
42 (162)
(2,714) -
(83} 83
4,001 (8,002)
{4,6086) 12,820
4,108 {16,437)
1,355 {10,638)
$ (4,916} $ 1979

The following schedule reflects the amortization of the balance of deferred

outflows/(inflows) of resources ({in thousands):

Fiscal
Year*

2021
2022
2023
2024

otal

$ 890
398
2,762

{2,071}

$_ 1,979

* Presented by member units’ fiscal year to fairly present the fiduciary impact of related

deferred outflows/(inflows) in the fiscal vear affecting the member unit.
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Q') MELANSON

INDEPENDENT AUDITORS’ REPORT

To the Retirement Board
Berkshire County Retirement System

Report on Schedules

We have audited the accompanying schedule of employer allocations of the Berkshire County
Retirement System as of and for the year December 31, 2019, and the related notes. We have
also audited the columns titled net pension liability, total deferred outflows of resources
excluding employer specific amounts, total deferred inflows of resources excluding employer
specific amounts, and total pension expense (specified column totals} included in the
accompanying schedule of collective pension amounts of the Berkshire County Retirement
System as of and for the year ended December 31, 2019.

Management’s Responsibility for the Schedules

Management is responsible for the preparation and fair presentation of these schedules in
accordance with accounting principles generally a(_:ceputed' in the United States of America; this
includes the design, implementation, and_‘"m_g_iqténance of internal control relevant to the
preparation and fair presentation of the ‘schedules that are free from material misstatement,
whether due to fraud or error. o

Auditors’ Responsibility

Our responsibility is to express. opinions on the schedule of employer allocations and the
specified column totals include,.”d.iyn‘ the schedule of collective pension amounts based on our
audit. We conducted our audit in ai'cc'prdance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about wki\,"ether the schedule of employer allocations and specified column
totals included in the schedule of collective pension amounts are free from material
misstatement. i

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the schedule of employer allocations and specified totals included in the schedule
of collective pension amounts. The procedures selected depend on the auditor’s judgment,

Nashua, New Hampshire
Manchester, New Hampshire
Andover, Massachusetts
Greenfield, Massachusetts

Ellsworth, Maine 800.282.2440 | melansoncpas.com
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QD MELANSON

including the assessment of the risks of material misstatement of the schedule of employer
allocations and specified totals included in the schedule of collective pension amounts, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the schedule of employer allocations
and specified column totals included in the schedule of collective pension amounts in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the schedule of employer allocations and
specified column totals included in the schedule of collective pension amounts.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our opinion, the schedules referred to above present fairly, in all material respects, the
employer allocations and net pension liability, total deferred outflows of resources excluding
employer specific amounts, total deferred inflows of resources excluding employer specific
amounts, and pension expense for the Berkshire County Retirement System as of and for the
year ended December 31, 2019, in accordance with accounting principles generally accepted
in the United States of America.

Restriction on Use

Our report is intended solely for the information and use of Berkshire County Retirement
System management, the Retirement Board, and System employers and their auditors as of and
for the year ended December 31, 2019 and is not intended to be and should not be used by
anyone other than these specified parties.

MeLarmosn,

Greenfield, Massachusetts
September 9, 2020

800.282.2440 | melansoncpas.com
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BERKSHIRE COUNTY RETIREMENT SYSTEM
Schedule of Employer Allocations

December 31, 2019

Cy 2019
Actual

Employer Allacation
Employer Contributions Percentage
Town of Alford 5 43,429 0.43%
Town of Becket 219,163 2.17%
Berkshire County Mosquito Control 13,130 0.13%
Berkshire Hills Regional School District 753,437 7.46%
Berkshire County Regional Housing Authority 136,346 1.35%
Central Berkshire Regional School District 613,051 6.07%
Town of Cheshire 116,147 1.15%
Town of Clarksburg 156,545 1.55%
Town of Daltor 452,466 4.48%
Dalton Fire District 65,688 0.69%
Dalton Housing Authority 19,189 0.19%
District Department of Veteran Services 11,110 0.11%
Town of Egremont 171,695 1.70%
Farmington River School District 120,186 1.19%
Town of Florida 113,117 1.12%
Town of Great Barrington 867,564 8.59%
Great Barrington Fire District 56,558 0.56%
Town of Hancock 17,169 0.17%
Town of Hinsdale 143,416 142%
lanesboro Village Fire & Water 23,229 0.23%
Town of Lanesborough 329,250 3.26%
Town of Lee (including Schools) 1,040,269 10.30%
Lee Housing Authority 19,189 0.19%
Town of Lenox (including Schools) 1,011,290 10.02%
Lenox Housing Authority 24,239 0.24%
Town aof Monterey 112,107 111%
Mount Greylock School District 304,001 3.01%
Mount Washington 32,319 0.32%
Town of New Marlborough 144,426 1.43%
Town of Otis 170,685 1.69%
Town of Peru 39,389 0.39%
Town of Richmond 206,034 2.04%
Town of Sandisfield 74,738 0.74%
Town of Savoy 44,439 0.44%
Town of Sheffield 245,423 2.43%
South Berkshire Regional School District 473,676 4.69%
Town of Stockbridge 361,569 3.58%
Stockbridge Housing Authority 26,259 0.26%
Town of Tyringham 74,738 0.74%
Town of Washington 30,299 0.30%
Town of West Stockbridge 125,236 1.24%
Town of Williamstown 1,031,179 10.21%
Williamstown Fire District 18,179 0.18%
Town of Windsor 43,429 0.43%
Subtotal excluding ERI 10,099,697 100.00%

Lanesborough 26,869

Lee 8,792

New Marlborough 13,589

Williamstown 37,457

Williamstown Fire District 13,586

Total $_10.200.000

See actuarial assumptions in the Berkshire County Retirement System audited financial
statements.
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BERSKHIRE COUNTY RETIREMENT SYSTEM
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ACCOUNTANTS = AUDITORS

101 Munson Street

Suite 120

Greenfield, MA 01301
(413)773-5405 phone
(413)773-7304 fax
melansonheath.com

Additional Offices:

Nashua, NH
Manchester, NH
Andover, MA

INDEPENDENT AUDITORS’ REPORT Ellsworth, ME

To the Honorable Retirement Board
Berkshire County Retirement System

We have audited the accompanying financial statements of the Berkshire County
Retirement System (the System), as of and for the year ended December 31, 2018, and
the related notes to the financial statements, which collectively comprise the basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

The System’s management is responsible for the preparation and fair presentation of
these financial statements in accordance with accounting principles generally accepted
in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our
audit. We conducted our audit in accordance with auditing standards generally accepted
in the United States of America. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free
from material misstatement.

An audit invelves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditors’ judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion

Berkshire County Retirement System Audit Report



on the effectiveness of the entity’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the fiduciary net position of the Berkshire County Retirement System as of
December 31, 2018, and the respective changes in fiduciary net position for the year
then ended in accordance with accounting principles generally accepted in the United
States of America.

Report on Summarized Comparative Information

We have previously audited the System's fiscal year 2017 financial statements, and we
expressed an unmodified audit opinion on those audited financial statements in our
report dated August 31, 2018. In our opinion, the summarized comparative information
presented herein as of and for the year ended December 31, 2017 is consistent, in all
material respects, with the audited financial statements from which it has been derived.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that
the Management's Discussion and Analysis, the Schedule of Changes in the Net
Pension Liability, and the Schedules of Net Pension Liability, Contributions, and
Investment Returns, listed in the foregoing table of contents, be presented to
supplement the basic financial statements. Such informaticn, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards
Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do
not provide us with evidence sufficient to express an opinion or provide any assurance.

Malomson Houth

August 21, 2019

Berkshire County Retirement System Audit Report
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Berkshire County Retirement System (the System), we offer
readers this narrative overview and analysis of the financial activities of the System for
the year ended December 31, 2018.

A. OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an intreduction to the basic
financial statements. The basic financial statements are comprised of two components:
(1) fund financial statements and (2) notes to financial statements. This report also
contains other supplementary information in addition to the basic financial statements
themselves.

Fund financial statements. A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities or
objectives. Fund accounting is used to ensure and demonstrate compliance with
finance-related legal requirements.

The Statement of Fiduciary Net Position presents information on the System's
assets and liabilities and the resulting net position held in trust restricted for pension
benefits. This statement reflects the System’s investments at fair value, as well as
cash, receivables, and liabilities.

The Statement of Changes in Fiduciary Net Position presents information showing
how the System’s net position restricted for pensions changed during the year ended
December 31, 2018. It reflects contributions by members and participating
employers, investment activity, along with deductions for retirement benefits,
refunds, transfers, and administrative expenses.

Notes to financial statements. The Notes to Financial Statements provide
additional information that is essential for the reader to gain a full understanding of
the data provided in the financial statements.

The Required Supplementary Information includes this Management’s Discussion
and Analysis, the Schedule of Changes in the Net Pension Liability, and the Schedules
of Net Pension Liability, Contributions, and Investment Returns.

B. FINANCIAL HIGHLIGHTS

¢ The System's total net position restricted for pensions was $236,785,167 at
December 31, 2018.

¢ The System’s net position decreased by $(6,897,450), which is primarily due to
net investment losses of ($5.4 million).

e Employer and employee contributions to the plan were $14,364,569, which
represents a $603,878 increase over the prior year. The employer share of
contributions represents 64% of the total contributions made to the System.

Berkshire County Retirement System Audit Report
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¢ Benefits paid to plan participants increased by $902,809 or 6.23%, and totaled
$15,399,551 in 2018. At December 31, 2018, there were 778 retirees and
beneficiaries in receipt of pension benefits, as further discussed in footnote 1.

e The System’s funded ratio (based on the System’s GASB 68 valuation) as of the
January 1, 2017 actuarial valuation was 84.4%, with 9 years remaining in its

amortization period from July 1, 2019.

C. FINANCIAL STATEMENT ANALYSIS

The following is a summary of financial statement data for the current and prior fiscal

years:

FIDUCIARY NET POSITION

Assets
Cash and receivables
Investments

Total assets
Liabilities
Accounts payable

Net Position
Restricted for pensions

2018

$ 7,206

220,687

236,893

108

$ 236,785

201

$ 6,782
236,944
243,726

43

$ 243,683

The System’s total assets as of December 31, 2018 were $236,893,374 and were
mostly comprised of cash and investments. Total assets decreased $(6,832,538) or
2.80% from the prior year primarily due to a decrease in investment values. Total
liabilities increased by $64,912 cver the prior year.

CHANGES IN FIDUCIARY NET POSITION

Additions
Contributions
Investment income / (loss), net

Total additions

Deductions
Benefit payments
Other

Total deductions
Changes in net position
Net Position Restricted for Pensions
Beginning of year

End of year

Berkshire County Retirement System Audit Report

2018

$ 15,224

(5,418)

9,806

15,400

1,304
16,704

(6,898)

243,683
$ 236,785

2017

$ 14,621
35,172

49,793

14,497
1,291

15,788
34,005

209,678
$ 243,683
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The amount needed to finance benefits is accumulated through the collection of
employers’ and employees’ contributions, reimbursements from the Commonwealth
of Massachusetts for pre-1998 COLA and through earnings on investments.
Contributions and net investment (loss) for calendar year 2018 resulted in total
additions of approximately $9.8 million. Employers’ ceontributions increased by
$453,765, or 4,.88% in calendar year 2018. The System had a net investment (loss)
of $(5,417,698) in 2018, versus a gain $35,172,112 in 2017, primarily due to less
favorable market conditions in 2018.

The primary deductions of the System include the payment of pension benefits to
participants and beneficiaries, refunds and fransfers of member contributions,
reimbursement payments in accordance with Massachusetts General Law,
Chapter 32, Section 3(8)c, more commonly referred to as 3(8)c reimbursements,
and the costs of administering the System. Total deductions for calendar year 2018
were $16,703,922, which represents an increase of $915,714, or 5.80%, over
deductions of $15,788,208 in calendar year 2017. The payment of pension benefits
increased by $902,809 or 6.23% over the previous year, due to an increase in new
retirees and 3(8)c reimbursements to other systems.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Berkshire County
Retirement System’s finances. Questions concerning any of the information provided in
this report, or requests for additional financial information, should be addressed to:

Ms. Sheila LaBarbera

Executive Director

Berkshire County Retirement System
29 Dunham Mali

Pittsfield, MA 01201-6207

Berkshire County Retirement System Audit Report



BERKSHIRE COUNTY RETIREMENT SYSTEM
Statement of Fiduciary Net Position

December 31, 2018

Assets
Cash and short-term investments $ 6,408,581
Investments:
External investment pool 229,687,559
Accounts receivable 797,234
Total assets $ 236,893,374
Liabilities
Accounts payable $ 108,207
Total liabilities 108,207
Net Position
Restricted for pensions 236,785,167
Total liabilities and net position $ 236,893,374

The accompanying notes are an integral part of these financial statements.
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BERKSHIRE COUNTY RETIREMENT SYSTEM
Statement of Changes in Fiduciary Net Position
For the Year Ended December 31, 2018

Additions
Contributions:
Employers $ 9,750,965
Plan members 4,613,604
Other systems and Commonwealth of Massachusetts 842,497
Other 17104
Total contributions 15,224,170
Investment income (loss):
Appreciation (depreciation) in fair value of investments {4,151,806)
Less: management fees (1,265,892)
Net investment gain (loss) {5,417,698)
Total additions 9,806,472
Deductions
Benefit payments to plan members and beneficiaries 15,399,551
Refunds to plan members 651,640
Transfers to other systems 221,637
Administrative expenses 431,094
Total deductions 16,703,922
Net increase (decrease) {8,897,450)
Net Position Restricted for Pensions
Beginning of year 243,682,617
End of year $ 238,785,167

The accompanying notes are an integral part of these financial statements.
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BERKSHIRE COUNTY RETIREMENT SYSTEM

Notes to Financial Statements

1. Description of Plan

Substantially all employees of the 46 member unit employers in Berkshire County
(except teachers and administrators under contract employed by the School
Departments) are members of the Berkshire County Retirement System (the
System), a cost sharing, multiple employer public employee retirement system
(PERS). Eligible employees must participate in the System. The pension plan
provides pension benefits, deferred allowances, and death and disability benefits.
Chapter 32 of the Massachusetts General Laws establishes the authority of the
System, contribution percentages, and benefits paid. The Berkshire County
Retirement Board does not have the authority to amend benefit provisions.

Membership of the plan consisted of the following at December 31, 2018:

Retirees and heneficiaries receiving benefits 778
Inactive members entitled to a retumn of employee
contributions 210
Inactive members with a vested right to a deferred or
immediate benefit 42
Active plan members 1,142
Total 2,172
Number of participating employers 46

Participant Contributions

Participants contribute a set percentage of their gross regular compensation
annually. Employee contribution percentages are specified in Chapter 32 of the
Massachusetts General Laws. The employee’s individual contribution percentage
is determined by their date of entry into the system. In addition, all employees
hired on or after January 1, 1979 contribute an additional 2% cn all gross regular
compensation over the rate of $30,000 per year. The percentages are as follows:

Before January 1, 1975 5%
January 1, 1975 — December 31, 1983 7%
January 1, 1984 — June 30, 1996 8%
July 1, 1996 — present 9%

For those members entering a Massachusetts System on or after April 2, 2012 in
Group 1, the contribution rate will be reduced to 6% when at least 30 years of
creditable service has been attained.
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Employer Contributions

Employers are required to contribute at actuarially determined rates as accepted by
the Public Employee Retirement Administration Commission (PERAC).

Participant Retirement Benefits

A retirement allowance consists of two parts: an annuity and a pension, A member's
accumulated total deductions and a portion of the interest they generate constitute
the annuity. The difference between the total retirement allowance and the annuity is
the pension. The average retirement benefit is approximately 80-85% pension and
15-20% annuity.

The System provides for retirement allowance benefits up to a maximum of 80% of
a member's highest 3-year average annual rate of regular compensation for those
hired prior to April 2, 2012 and the highest 5-year average annual rate of regular
compensation for those first becoming members of the Massachusetts System on or
after that date. However, per Chapter 176 of the Acts of 2011, for members who
retire on or after April 2, 2012, if in the 5 years of creditable service immediately
preceding retirement, the difference in the annual rate of regular compensation
between any 2 consecutive years exceeds 100%, the normal yearly amount of the
retirement allowance shall be based on the average annual rate of regular
compensation received by the member during the period of 5 consecutive years
preceding retirement. Benefit payments are based upon a member’s age, length of
creditable service, level of compensation, and group classification.

There are 4 classes of membership in the retirement system, but one of these
classes, Group 3, is made up exclusively of the Massachusetts State Police. The
other three classes are as follows:

¢ Group 1 — General employees, including clerical, administrative, technical, and
all other employees not otherwise classified.

¢ Group 2 — Certain specified hazardous duty positions.
+ Group 4 - Police officers, firefighters, and other specified hazardous positions.

A retirement allowance may be received at any age, upon attaining 20 years of
service. The plan alsc provides for retirement at age 55 if the participant was a
member prior to January 1, 1978, with no minimum vesting requirements. If the
participant was a member on or after January 1, 1978 and a member of Groups 1 ar
2, then a retirement allowance may be received if the participant (1) has at least 10
years of creditable service, (2) is age 55, (3) voluntarily left System employment on
or after that date, and (4) left accumulated annuity deductions in the fund. Members
of Group 4 have no minimum vesting requirements, however, must be at least age
55. Groups 2 and 4 require that participants perform the duties of the Group position
for at least 12 menths immediately prior to retirement.
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A participant who became a member on or after April2, 2012 is eligible for a
retirement allowance upon 10 years creditable service and reaching ages 60 or 55
for Groups 1 and 2, respectively. Participants in Group 4 must be at least age 55.
Groups 2 and 4 require that participants perform the duties of the Group position for
at least 12 months immediately prior to retirement.

Methods of Payment

A member may elect to receive his or her retirement allowance in one of three forms
of payment as follows:

e Option A - Total annual allowance, payable in monthly installments,
commencing at retirement and terminating at the members death.

o Option B — A reduced annual allowance, payable in monthly installments,
commencing at retirement and terminating at the death of the member, provided
however, that if the total amount of the annuity portion received by the member is
less than the amount of his or her accumulated deductions, including interest,
the difference or balance of his accumulated deductions will be paid in a lump
sum to the retiree’s beneficiary or beneficiaries of choice.

e Option C — A reduced annual allowance, payable in monthly instaliments,
commencing at retirement. At the death of the retired employee, 2/3 of the
allowance is payable to the member's designated beneficiary (who may be the
spouse, or former spouse who has not remarried, child, parent, sister, or brother
of the employee) for the life of the beneficiary. For members who retired on or
after January 12, 1988, if the beneficiary pre-deceases the retiree, the benefit
payable increases (or “pops up” to Option A) based on the factor used to
determine the Option C benefit at retirement. For members who retired prior to
January 12, 1988, if the System has accepted Section 288 of Chapter 194 of the
Acts of 1998 and the beneficiary pre-deceases the retiree, the benefit payable
“pops up” to Option A in the same fashion. The Option C became available to
accidental disability retirees on November 7, 1996.

Participant Refunds

Employees who resign from service and who are not eligible to receive a retirement
allowance are entitled to request a refund of their accumulated total deductions.
Members voluntarily withdrawing with at least 10 years of service or involuntarily
withdrawing, receive 100% of the regular interest that has accrued on those
accumulated total deductions. Members voluntarily withdrawing with less than 10
years of service get credited interest each year at a rate of 3%.

10

Berkshire County Retirement System Audit Report 104



2. Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations

The System is organized under Chapter 34B of the Massachusetts General Laws
(MGL) and is subject to the provisions of Chapter 32 of the Massachusetts
General Laws. The System is governed by a five-member board. The Board
members are appointed or elected as specified by MGL Chapter 34B section
19(b) for terms ranging from 3 to 6 years. The System is also guided by an
Advisory Council comprised of the official "Treasurers" of each member unit.

Summary of Significant Accounting Policies

The accounting policies of the System as reflected in the accompanying financial
statements for the year ended December 31, 2018 conform to generally
accepted accounting principles for public employee retirement systems (PERS).
The more significant accounting policies of the System are summarized below:

Basis of Accounting

The System follows accounting policies mandated by the Commonwealth of
Massachusetts. The accounting records are maintained on the accrual basis of
accounting. Contributions from the members’ employees are recognized as
revenue in the period in which employees provide services te the respective
member unit.

Investments
Investment Policy

Investments are reported at fair value in accordance with PERAC requirements.
System assets are managed on a total return basis with a long-term objective of
achieving and maintaining a fully funded status for the benefits provided through
the pension plan.

Rate of Return

For the year ended December 31, 2018, the annual money-weighted rate of
return on pension plan investments, net of pension plan investment expenses, was
(2.31)%. The money-weighted rate of return expresses investment performance,
net of investment expense, adjusted for the changing amounts actually invested
throughout the year.

Comparative Financial Information

The financial statements include certain prior year summarized comparative
information. Such information does not include sufficient detail to constitute a
presentation in conformity with generally accepted accounting principles.

11
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Accordingly, such information should be read in conjunction with the System's
financial statements for the year ended December 31, 2017.

3. Cash and Short-Term Investments

Custodial Credit Risk - Deposits. Custodial credit risk is the risk that in the event
of a bank failure, the System’s deposits may not be returned. Massachusetts
General Law Chapter 32, Section 23, limits the System'’s deposits “in a bank or
trust company to an amount not exceeding ten percent of the capital and surplus
of such bank or trust company.” The System does not have a deposit policy for
custodial credit risk.

As of December 31, 2018, none of the System’s bank balance of $6,321,743 was
exposed to custodial credit risk as uninsured or uncollateralized, and collateral
held by pledging bank’s trust department not in the System’s name.

4. Investments
A. Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its
obligation to the holder of the investment. Massachusetts General Law,
Chapter 32, Section 23, limits the investment of System funds, to the extent
not required for current disbursements, in the PRIT Fund or in securities, other
than mortgages or collateral loans, which are legal for the investment of funds in
savings banks under the laws of the Commonwealth, provided that no more
than the established percentage of assets, is invested in any one security.

Due to their nature, none of the System’s investments are subject to credit
risk disclosure. Fair value of the PRIT fund is the same as the value of the
pool share. The Pension Reserves Investment Trust (PRIT) was created
under Massachusetts General Law, Chapter 32, Section 22, in December
1983. The PRIT is operated under contract with a private investment advisor,
approved by the Pension Reserves Investment Management Board.

B. Custodial Credit Risk

The custodial credit risk for investments is the risk that, in the event of the
failure of the counterparty (e.g., broker-dealer) to a transaction, a government
will not be able to recover the value of its investment or collateral securities
that are in the possession of another party. The System does not have
policies for custodial credit risk.

All of the System's investments are comprised of shares in the Pension
Reserve Investment Trust (PRIT) Fund, which is exempt from custodial credit
risk disclosure.
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C. Concentration of Credit Risk

Massachusetts General Law Chapter 32, Section 23 limits the amount the
System may invest in any one issuer or security type, with the exception of
the PRIT Fund.

As of December 31, 2018, the System did not have any investments subject
to concentration of credit risk disclosure as all investments are in the PRIT
fund.

D. Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely
affect the fair value of an investment. Generally, the longer the maturity of an
investment, the greater the sensitivity of its fair value to changes in market
interest rates. The System does not have a formal investment policy that
limits investment maturities as a means of managing its exposure to fair value
losses arising from increasing interest rates; however, the System's
investments consist of pooled funds which are not subject to interest rate risk.

E. Foreign Currency Risk

Foreign currency risk is the risk that changes in foreign exchange rates will
adversely affect the fair value of an investment. The System does not have a
formal investment policy related to foreign currency risk.

F. Fair Value

The System categorizes its fair value measurements within the fair value
hierarchy established by Governmental Accounting Standards Board
Statement No. 72 Fair Value Measurement and Application (GASB 72).

The hierarchy is based on the valuation inputs used to measure the fair value
of the asset. The hierarchy categorizes the inputs to valuation techniques
used for fair value measurement into three levels as follows:

* Level 1 - Inputs that reflect quoted prices (unadjusted) in active markets for
identical assets or liabilities that the fund has the ability to access at the
measurement date.

e Level 2 - inputs other than quoted prices that are observable for an asset or
liability either directly or indirectly, including inputs in markets that are not
considered to be active. Because they must often be priced on the basis of
transactions involving similar but not identical securities or do not trade with
sufficient frequency, certain directly held securities are categorized as level 2.

s Level 3 ~ Unobservable inputs based on the best information available, using
assumptions in determining the fair value of investments and derivative
instruments.

13
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The net asset value (NAV) per share is the amount of net assets attributable
to each share of capital stock outstanding at the close of the period.
Investments measured at the NAV for fair value are nct subject to level
classification,

The System has the following fair value measurements as of December 31,
2018:

Investments measured at the net asset value (NAV) (in thousands):

External investment pools $ 229,688
Redemption
Frequency Redempticn
Unfunded (If currently Notice
Description Value Commitments eligible) Period
PRIT Fund* $ 229688 3 - Monthly 30 Days

* Fair value is the same as the value of the pool share. The Pension Reserves Investment Trust (PRIT) was created
under Massachuselts General Law, Chapter 32, Seclion 22, in December 1983. The Pension Reserves Invesiment
Trust is operated under contract with a private investment advisor, approved by the Peiision Reserves Investment
Management Board. The Pension Reserves investment Management Board shall choose an investment advisor by
requesting proposals from advisors and reviewing such proposals based on criteria adopted under Massachusstts
General Law, Chapter 30B.

5. Accounts Receivable

Annually the Public Employee Retirement Administration (PERAC) determines
the amount of employer contributions (pension appropriations) to be made to the
System. The accounts receivable balance primarily represents legal amounts
due from employers for pension appropriation not received until after
December 31, 2018.

6. Accounts Payable
This balance represents calendar year 2018 expenditures paid by the System
after year end. The expenditures consist of salaries, 3(8)c reimbursements, and
refunds.

7. Contingencies
There are various pending claims arising in the ordinary course of operations;

however, management believes that the probable liability resulting from such
claims and litigation would not materially affect the System’s financial position.

14
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8. Net Pension Liability of Participating Employers

The net pension liability was based on an actuarial valuation dated January 1,
2017 and rolled forward to December 31, 2018.

A. Net Pension Liability of Employers

The components of the net pension liability of the participating employers at
December 31, 2018 were as follows (in thousands):

Total pension liability $ 280,529
Less Plan fiduciary net position (236,785)
Employers' net pension liability $ 4374
Plan fiduciary net position as a percentage of total pension liability 84.4%

B. Actuarial Assumptions

A summary of the actuarial assumptions as of the latest actuarial valuation is
shown below:

Valuation date 1172017
Actuarial cost method Entry Age Normal Cost Method
Remaining amortization period 9
Actuarial assumptions:
Investment rate of return 7.25%
Projected salary increases:
Group 1and 2 4.25%
Fire 4.75%
Police 4.75%
Inflation rate Not explicitly stated
Post-retirement cost-of-living adjustment 3% of first $14,000

Actuarial valuations of the ongoing System involves estimates of the reported
amounts and assumptions about prabability of occurrence of events far into
the future. Examples include assumptions about future employment mortality
and future salary increases. Amounts determined regarding the net pension
liability are subject to continual revision, as actual results are compared with
past expectaticns and new estimates are made about the future.

Mortality rates were based on the following:
Pre-retirement and beneficiary mortality: Based on RP-2000 Employees table

projected generationally with Scale BB and a base year of 2009 (gender
distinct).

15
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Mortality for retired members: Based on RP-2000 Health Annuitant table
projected generationally with Scale BB and a base year of 2009 (gender
distinct).

Mortality for disabled members: Based on RP-2000 Healthy Annuitant table
projected generationally with Scale BB and a base year of 2012 (gender
distinct).

C. Targef Allocations

The long-term expected rate of return on pension plan investments was
determined using a building-block method in which best-estimates ranges of
expected future real rates of return (expected returns, net of pension plan
investment expense and inflation) are developed for each major asset class.
These ranges are combined to produce the long-term expected rate of return
by weighting the expected future real rates of return by the target asset
allocation percentage and by adding expected inflation. Best estimates of
arithmetic real rates of return for each major asset class included in the
System’s targeted asset allocation as of December 31, 2018, are summarized in
the following table.

Real Long-Term

Target Return Expected

Asset Arithmetic Real Rate

Asset Class Allocation Basis of Return
U.S. equity 17.50% 7.62% 1.33%
International equities 15.50% 7.80% 1.21%
Emerging equities 6.00% 9.31% 0.56%
Core bonds 5.00% 4.37% 0.22%
20+ yr. Treasury STRIPS 2.00% 3.50% 0.07%
TIPS 5.00% 4.00% 0.20%
Value-added fixed income 10.00% 7.58% 0.76%
Private equity 12.00% 11.15% 1.34%
Real estate 10.00% 6.59% 0.66%
Timberland 4.00% 7.00% 0.28%
Portfolio completion (PBC) 13.00% 6.83% 0.89%

Total 100.00%

D. Discount Rate

The discount rate used to measure the total pension liability was 7.25%. The
projection of cash flows used to determine the discount rate assumed that
contributions from participating employers will be made based aon the
actuarially determined rates based on the Board’s funding policy, which
establishes the contractually required rates by Statute. Based on those
assumptions, the System’s fiduciary net position was projected to be available
to make all the projected future benefit payments of current plan members.
Therefore, the long-term expected rate of return on pension plan investmenis

16
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was applied to all periods of projected benefit payments to determine the total
pension liability.

E. Sensitivity of Discount Rate

The following presents the net pension liability of the participating employers
calculated using the discount rate of 7.25%, as well as what the participating
employers’ net pension liability would be if it were calculated using a discount rate
that is one percentage-point lower or one percentage-point higher than the
current rate (in thousands):

Current
1% Riscount 1%
Decrease Rate Increase
(6.25%) (7.25%) (8.25%)
$76,578 $43,744 $14,786

F. Deferred Outflows/(Inflows) of Resources

The following schedule reflects the deferred outflows/(inflows) of resources
for the System for the year ended December 31, 2018 (excluding employer-
specific amounts, which must be calculated separately by each member
employer) (in thousands):

Deferred Deferred
Qutflows of {Inflows) of
Resources Resources

Differences between expected and actual experience  § 368 $  (607)

Changes of assumptions 7,280

Net difference between projected and actual

investment eamings on pension plan investments 9,303 -
Total $ 16,951 $ (607)

The following summarizes changes in deferred outflows/(inflows), excluding
employer-specific amounts {in thousands):

17
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Beginning Amortization

Balance Current of Amounts
on Prior Measurement Recognized in
Measurement Amottization Measurement Period Current Period End of Year
Year Period Period Deferrals Additions Pension Expense Balance
Deferred Outflows of Resources:
Difference between expected
and actual experience: 2017 4.8 $ 500 $ - $ (132) $ 368
Change in assumptions: 2015 5.0 3,840 - (1,920) 1,920
2017 4.8 7,275 - (1.915) 5,360
Net differences between projected
and actual eamings on pension plan
investments: 2014 5.0 93 - {93) -
2015 5.0 5,427 - (2,713) 2,714
2016 5.0 249 - (83) 166
2017 5.0 (16,004) - 4,001 (12,003)
2018 5.0 - 23,032 (4,606) 18,426
Total Deferred Outflows of Resources 1,380 23,032 {7,461} 16,951
Deferred (Inflows) of Resources:
Difference between expected
and actual experience: 2015 5.0 (1,213) - 606 {607)
Total Deferred (Inflows)} of Resources (1,213) - 606 {607)
Total Collective Deferred
Outflows {Inflows) of Resources $ 167 $ 23,032 $ (6,855) $ 16,344

The following schedule reflects the amortization of the balance of deferred
outflows/(inflows) of resources:

Fiscal

Year* Total
2018 $ 6,762
2019 2,735
2020 2,242
2021 4,605

§ 16,344

* Presented by member units’ fiscal year to fairly present the fiduciary impact of related
deferred outflows/(inflows) in the fiscal year affecting the member unit.

18
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MELANSON|glFNE5!

ACCOUNTANTS « AUDITQRS

107 Munson Street

Suite 120

Creenfield, MA 01301
(413)773-5405 phone
(413)773-7304 fax
melansonheath.com

Additional Offices:

INDEPENDENT AUDITORS' REPORT M e i

Andover, MA
Ellsworth, ME

To the Honorable Retirement Board
Berkshire County Retirement System

Report on Schedules

We have audited the accompanying schedule of employer allocations of the Berkshire
County Retirement System as of and for the year December 31, 2018, and the related
notes. We have also audited the columns titled net pension liability, total deferred
outflows of resources excluding employer specific amounts, total deferred inflows of
resources excluding employer specific amounts, and total pension expense (specified
column totals) included in the accompanying schedule of collective pension amounts of
the Berkshire County Retirement System as of and for the year ended December 31,
2018.

Management’s Responsibility for the Schedules

Management is responsible for the preparation and fair presentation of these schedules
in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of the schedules that are free from
material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on the schedule of employer allocations and the
specified column totals included in the schedule of collective pension amounts based on
our audit. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the schedule of
employer allocations and specified column totals included in the schedule of collective
pension amounts are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the schedule of employer allocations and specified totals included in the
schedule of collective pension amounts. The procedures selected depend on the
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auditor’s judgment, including the assessment of the risks of material misstatement of the
schedule of employer allocations and specified totals included in the schedule of
collective pension amounts, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the schedule of employer allocations and specified column totals
included in the schedule of collective pension amounts in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly,
we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the schedule of
employer allocations and specified column totals included in the schedule of collective
pension amounts.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.

Opinions

In our opinion, the schedules referred to above present fairly, in all material respects, the
employer allocations and net pension liability, total deferred outflows of resources
excluding employer specific amounts, total deferred inflows of resources excluding
employer specific amounts, and pension expense for the Berkshire County Retirement
System as of and for the year ended December 31, 2018, in accordance with
accounting principles generally accepted in the United States of America.

Restriction on Use
Our report is intended solely for the information and use of Berkshire County Retirement
System management, the Retirement Board, and System employers and their auditors

as of and for the year ended December 31, 2018 and is not intended to be and should
not be used by anyone other than these specified parties.

MeLarsen Hanth

August 21, 2019

22

Berkshire County Retirement System Audit Report 116



BERKSHIRE COUNTY RETIREMENT SYSTEM
Schedule of Employer Allocations
December 31, 2018

CY 2018
Actual
Employer Allocation

Employer Contributions Percentage
Town of Alford $ 40,487 0.42%
Town of Becket 218,821 2.27%
Berk Cnty Mosq. Cont. 12,532 0.13%
Berk Hills Reg Sch. Dis. 709,482 7.36%
Berk Cnty Reg Hous Auth 121,460 1.26%
Cen Berk Reg School Dis 609,229 6.32%
Town of Cheshire 103,145 1.07%
Town of Clarksburg 149,415 1.55%
Town of Dalton 447,282 4.64%
Dalton Fire District 75,190 0.78%
Dalton Housing Auth 19,279 0.20%
Dist Dept of Veteran Serv 10,604 0.11%
Town of Egremont 163,875 1.70%
Farmington Riv Sch Dis 132,064 1.37%
Town of Florida 109,892 1.14%
Town of Great Barrington 787,563 8.17%
Great Bamrington Fire Dist. 53,982 0.56%
Town of Hancock 18,315 0.19%
Town of Hinsdale 129,172 1.34%
Lanesbore Vil. Fire &Wat. 23,135 0.24%
Town of Lanesborough 321,966 3.34%
Town of Lee {incl. Scheols) 968,789 10.05%
Lee Housing Authority 19,279 0.20%
Town of Lenox (incl. Schoa.ls) 961,078 9.97%
Lenox Housing Authority 24,099 0.25%
Town of Monterey 124,352 1.29%
Mnt. Greylock School Dist. 282,443 2.93%
Mount Washington 30,847 0.32%
Town of New Mariborough 131,100 1.36%
Town of Otis 158,091 1.64%
Town of Peru 44,343 0.46%
Town of Richmond 172,551 1.79%
Town of Sandisfield 75,190 0.78%
Town of Sawoy 44,343 0.46%
Town of Sheffield 228,461 2.37%
So Berk Reg Sch Dist 463,669 4.81%
Town of Stockbridge 346,065 3.59%
Stockbridge Housing Auth 26,027 0.27%
Town of Tyringham 69,406 0.72%
Town of Washington 27,955 0.25%
Town of West Stockbridge 105,073 1.09%
Town of Williamstown 1,020,844 10.58%
Williamstown Fire Dist 17,351 0.18%
Town of Windsor 41,451 0.43%
Subtotal excluding ERI 9,639,697 10C.00%
e

Lanesborough 26,869

Lee 8,792

New Mariborough 13,588

Williamstown 37,457

Williamstown fire district 13,596

Total $ 9,740,000

See actuarial assumptions in the Berkshire County Retirement System
audited financial statements.
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MELANSON|gIFNEE

ACCOUNTANTS » AUDITORS

101 Munson Street

Suite 120

Greenfield, MA 01301
(413)773-5405 phone
(413)773-7304 fax
melansonheath.com

Additicnal Offices:
Nashua, NH
Manchester, NH

Andover, MA
Ellsworth, ME

INDEPENDENT AUDITORS’ REPORT

To the Retirement System Board
Berkshire County Retirement System

We have audited the accompanying financial statements of the Berkshire County
Retirement System as of and for the year ended December 31, 2017, and the
related notes to the financial statements, which collectively comprise the basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with accounting principles generally accepted in
the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud
or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our
audit. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditors’ judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk
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assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the fiduciary net position of the Berkshire County Retirement System as of
December 31, 2017, and the respective changes in fiduciary net position for the year
then ended in accordance with accounting principles generally accepted in the
United States of America.

Other Matters
Required Supplementary information

Accounting principles generally accepted in the United State of America require that
the Management’s Discussion and Analysis and the Pension Schedules appearing
on pages 18 to 19 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part
of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during
our audit of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us
with evidence sufficient to express an opinion or provide any assurance.

Melamson Hosth

August 31, 2018
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Berkshire County Retirement System (the System), we offer
readers this narrative overview and analysis of the financial activities of the System
for the year ended December 31, 2017.

A. OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the basic
financial statements. The basic financial statements comprised of two
components: (1) fund financial statements and (2) notes to financial statements.
This report also contains other supplementary information in addition to the basic
financial statements themselves.

Fund financial statements. A fund is a grouping of related accounts that is used
to maintain control over resources that have been segregated for specific
activities or objectives. Fund accounting is used to ensure and demonstrate
compliance with finance-related legal requirements.

The Statement of Fiduciary Net Position presents information on the System'’s
assets and liabilities and the resulting net position held in trust for pension
benefits. This statement reflects the System's investments at fair value, as well
as cash, receivables and other assets and liabilities.

The Statement of Changes in Fiduciary Net Paosition presents information
showing how the System’s net position available for benefits changed during the
year ended December 31, 2017. It reflects contributions by members and
participating employers along with deductions for retirement benefits, refunds
and transfers, and administrative expenses. Investment income during the period
is also presented showing income from investing.

The Notes to Financial Statements provide additional information that is essential
for the reader to gain a full understanding of the data provided in the financial
statements.

The Required Supplemental Information includes this management’s discussion

and analysis and Schedules of Changes in the Net Pension Liability, of Net
Pension Liability, of Contributions, and of Investment Returns.

B. FINANCIAL HIGHLIGHTS

e The System’s total net position available for benefits was $243,682,617 at
December 31, 2017, which is a change of $34,004,601, in comparison to the
prior year.
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¢ Employer and employee contributions to the plan were $13,760,961 which
represents a $578,090 increase over the preceding year. The employer share
of contributions represents 63.59% of total contributions.

e Benefits paid to plan participants were $14,496,742. At December 31, 2017,
there were 778 retirees and beneficiaries in receipt of pension benefits.

s The System’s funded ratio as of the January 1, 2017 actuarial report (rolled
forward to December 31, 2017) was 90.4%.

C. FINANCIAL STATEMENT ANALYSIS

The following is a summary of financial statement data for the current and prior
fiscal years (amounts in thousands).

FIDUCIARY NET POSITION
2017 2016
Assets
Cash and receivables $ 6,782 $ 5450
Investments 236,944 204,296
Total assets 243,726 209,746
Liabilities and Net Position
Accounts payable 43 68
Net Position $ 243,683 $ 209,678

CHANGES IN FIDUCIARY NET POSITION

2017 2018
Additions

Contributions $ 14,621 $ 13,914
Investment income, net 35172 14,457
Total Additions 49,793 28,371

Deductions
Benefit payments 14,497 13,428
Other 1,291 1,397
Total Deductions 15,788 14,825
Changes in net position 34,005 13,546
Net position - beginning of year 209,678 196,132
Net position - end of year $ 243,683 $ 209,678
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The System’s total assets as of December 31, 2017 were $243,725,912 and
were mostly comprised of cash and investments. Total assets increased
$33,979,600 or 16.2% from the prior year. Total liabilities as of December 31,
2017 were $43,295 and were comprised of accounts payable. Total liabilities
decreased by $25,001 over the prior year.

The System was 90.4% funded based on its actuarial valuation of January 1,
2017 rolled forward to December 31, 2017 with 10 years (from July 1, 2018)
remaining in its amortization period.

The amount needed to finance benefits is accumulated through the ccellection of
employers’ and employees’ contributions, reimbursements from the Common-
wealth of Massachusetts for pre-1998 COLA and through earnings on
investments. Contributions and net investment gain for calendar year 2017
resulted in total additions of $49,792,809. Employers’ contributions increased by
$416,964 in comparison to the prior year. The System had a net investment gain
of $35,172,112 versus a gain of $14,456,949 in 2016.

The primary deductions of the System include the payment of pension benefits to
participants and beneficiaries, refunds of contributions, and the costs of
administering the System. Total deductions for 2017 were $15,788,208, which
represents an increase of 6.49% over deductions of $14,825,406 in 2016. The
payment of pension benefits increased by $1,068,427 or 7.96% over the previous
year.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Berkshire
County Retirement System’s finances. Questions concerning any of the information
provided in this report, or requests for additional financial information, should be
addressed to:

Ms. Sheila LaBarbera

Executive Director

Berkshire County Retirement System
29 Dunham Mall

Pittsfield, MA 01201-6207
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BERKSHIRE COUNTY RETIREMENT SYSTEM
STATEMENT OF FIDUCIARY NET POSITION

December 31, 2017

ASSETS
Cash and short-term investments
Investments - PRIT

Accounts receivable
Total Assets

LIABILITIES AND NET POSITION

Accounts payable
Total Liabilities

Net position, designated for:
Annuity Savings Fund
Annuity Reserve Fund
Military Service Fund
Pension Fund
Pension Reserve Fund

Total Net Position

$ 5,228,524

236,944,319

1,553,069

243,725,912

43,295

43,285

40,530,107
12,359,545

14,742
35,317,352

155,460,871
5 243682617

The accompanying notes are an integral part of these financial statements.
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BERKSHIRE COUNTY RETIREMENT SYSTEM
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

For the Year Ended December 31, 2017

Additions:
Contributions:
Employers
Plan members

Other systems and Commonwealth of Massachusetts

Other

Total contributions

Investment income:
Appreciation in fair value of investments
Less: management fees

Net investment loss
Total additions

Deductions:
Benefit payments to plan members and beneficiaries
Refunds to plan members
Transfers tc other systems
Administrative expenses

Total deductions
Net increase
Net position restricted for pensions:
Beginning of year

End of year

$ 9,297,200
4,463,761
852,552

7,184

14,620,697

36,341,800
(1,169,688)
35,172,112

49,792,809

14,496,742
520,119
334,234
437,113

15,788,208
34,004,601

209,678,016
3 243682617

The accompanying notes are an integral part of these financial statements.
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BERKSHIRE COUNTY RETIREMENT SYSTEM

Notes to Financial Statements

Description of Plan

The System is a defined benefit multiple employer cost sharing pension plan
covering the employees of 46-member units, except school department
employees who serve in a teaching capacity. The pensions of such
employees are administered by the Massachusetts Teachers’ Retirement
Board.

The System is a member of the Massachusetts Contributory Retirement
System and is governed by Chapter 32 of the Massachusetts General Laws.
Chapter 32 also establishes contribution percentages and benefits paid.
The System does not have the authority to amend benefit provisions. As
required by Massachusetts General Laws, the System issues a separate
report annually to PERAC.

Eligible employees must participate in the System. The pension plan provides
pension benefits, deferred allowances, and death and disability benefits.

Membership of each plan consisted of the following at December 31, 2017:

Retirees and beneficiaries receiving benefits 778
Terminated plan members entitled to but not yet
receiving benefits 252
Active pian members 1,142
Total 2,172
Number of participating employers 46

Participants Contributions

Participants contribute a set percentage of their gross regular compensation
annually. Employee contribution percentages are specified in Chapter 32 of
the Massachusetts General Laws. The employee's individual contribution
percentage is determined by their date of entry into the system. In addition, all
employees hired on or after January 1, 1879 contribute an additional 2% on
all gross regular compensation over the rate of $30,000 per vear. The
percentages are as follows:

Before January 1, 1975 5%

January 1, 1975 - December 31, 1983 7%

January 1, 1984 - June 30, 1996 8%

Beginning July 1, 1996 9%
8
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For those members entering a Massachusetts System on or after April 2,
2012 in Group 1, the contribution rate will be reduced to 6% when at least 30
years of creditable service has been attained.

Employer Contributions

Employers are required to contribute at actuarially determined rates as
accepted by the Public Employee Retirement Administration Commission
(PERAC).

Participant Retirement Benefits

The System provides for retirement allowance benefits up to a maximum of
80% of a member's highest three-year average annual rate of regular
compensation for those hired prior to April 2, 2012 and the highest five-year
average annual rate of regular compensation for those first becoming
members of the Massachusetts System on or after that date. However, per
Chapter 176 of the Acts of 2011, for members who retire on or after April 2,
2012, if in the 5 years of creditable service immediately preceding retirement,
the difference in the annual rate of regular compensation between any 2
consecutive years exceeds 10 percent, the normal yearly amount of the
retirement allowance shall be based on the average annual rate of regular
compensation received by the member during the period of 5 consecutive
years preceding retirement. Benefit payments are based upon a member's
age, length of creditable service, level of compensation and group
classification.

If a participant was a member prior to April 1, 2012, a retirement aliowance
may be received at any age, upon attaining 20 years of service. The plan also
provides for retirement at age 55 if the participant was a member prior to
January 1, 1978, with no minimum vesting requirements. If the participant
was a member on or after January 1, 1978 and a member of Groups 1 or 2,
then a retirement allowance may be received if the participant (1) has at least
10 years of creditable service, (2) is age 55, (3) voluntarily left Town/City
employment on or after that date, and (4) left accumulated annuity deductions
in the fund. Members of Group 4, have no minimum vesting requirements,
however, must be at least age 55. Groups 2 and 4 require that participants
perform the duties of the Group position for at least 12 months immediately
prior to retirement.

A participant who became a member on or after April 2, 2012 is eligible for a
retirement allowance upon 10 years creditable service and reaching ages 60
or 55 for Groups 1 and 2, respectively. Participants in Group 4 must be at
least age 55. Groups 2 and 4 require that participants perform the duties of
the Group position for at least 12 months immediately prior to retirement.

A retirement allowance consists of two parts: an annuity and a pension. A
member's accumulated total deductions and a portion of the interest they
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generate constitute the annuity. The difference between the total retirement
allowance and the annuity is the pension. The average retirement benefit is
approximately 80-85% pension and 15-20% annuity.

Participant Refunds

Employees who resign from service and who are not eligible to receive a
retirement allowance are entitled to request a refund of their accumulated
total deductions. Members voluntarily withdrawing with at least 10 years of
service or involuntarily withdrawing, receive 100% of the regular interest that
has accrued on those accumulated total deductions. Members voluntarily
withdrawing with less than 10 years of service get credited interest each year
at a rate of 3%.

2. Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations

The System is organized under Chapter 34B of the Massachusetts General
Laws (MGL) and is subject to the provisions of Chapter 32 of the
Massachusetts General Laws. The System is governed by a five-member
Board. The Board members are appointed or elected as a specified by MGL
Chapter 34B section 19(b) for terms ranging from 3 to 6 years. The System is
also guided by an Advisory Council comprised of the official “Treasurers” of
each member unit.

Summary of Significant Accounting Policies

The accounting policies of the System as reflected in the accompanying
financial statements for the year ended December 31, 2017 conform to
generally accepted accounting principles for public employee retirement
systems (PERS). The more significant accounting policies of the System are
summarized below:

Basis of Accounting

The System follows accounting policies mandated by the Commonwealth of
Massachusetts. The accounting records are maintained on the accrual basis
of accounting. Contributions from the member’'s employees are recognized as
revenue in the period in which employees provide services.

Investments

Investment Policy

Investments are reported at fair value in accordance with PERAC
requirements. System assets are managed on a total return basis with a long-

10
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term objective of achieving and maintaining a fully funded status for the
benefits provided through the pension plan.

Rate of Return

For the year ended December 31, 2017, the annual money-weighted rate of
return on pension plan investments, net of pension plan investment
expenses, was 17.28%. The money-weighted rate of return expresses
investment performance, net of investment expense, adjusted for the
changing amounts actually invested.

3. Cash and Short-Term Investments

Custodial Credit Risk - Deposits. Custodial credit risk is the risk that in the
event of a bank failure, the System's deposits may not be returned.
Massachusetts General Law Chapter 32, Section 23, limits the System’s
deposits “in a bank or trust company to an amount not exceeding ten percent
of the capital and surplus of such bank or trust company.” The System does
not have a deposit policy for custodial credit risk.

As of December 31, 2017, none of the System’s bank balance of $5,417,565
was exposed to custodial credit risk as uninsured, uncollateralized, and
collateral held by pledging bank’s trust department not in the System'’s name.

4. Investments
A. Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not
fulfili its obligation to the holder of the investment. Massachusetts General
Law, Chapter 32, Section 23, limits the investment of System funds, to the
extent not required for current disbursements, in the PRIT Fund or in
securities, other than mortgages or collateral loans, which are legal for the
investment of funds in savings banks under the laws of the
Commonwealth, provided that no more than the established percentage of
assets, is invested in any one security.

All of the System’s investments are reported at fair value* and are
comprised of shares in the Pension Reserve Investment Trust (PRIT)
fund, which is exempt from credit risk disclosure.

*Fair value is the same as the value of the pool share. The Pension Reserves Investment
Trust (PRIT) was created under Massachusetts general law, chapter 32, section 22, in
December 1983. PRIT is operated under contract with a private investment advisor,
approved by the Pension Reserves Investment Management (PRIM) Board. The PRIM
Board chooses an investment advisor by requesting proposals from advisors and
reviewing such proposals based on criteria adopted under Massachusetts general law,
chapter 30B.

11
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B. Custodial Credit Risk

The custodial credit risk for investments is the risk that, in the event of the
failure of the counterparty (e.g. broker-dealer) to a transaction, a
government will not be able to recover the value of its investment or
collateral securities that are in the possession of another party. The
System does not have policies for custodial credit risk.

All of the System’s investments are comprised of shares in the Pension
Reserve Investment Trust (PRIT) Fund, which is exempt from custodial
credit risk disclosure.

C. Concentration of Credit Risk

Massachusetts General Law Chapter 32, Section 23 limits the amount the
System may invest in any one issuer or security type, with the exception of
the PRIT Fund

All of the System’s investments are in the PRIT fund.

D. Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will
adversely affect the fair value of an investment. Generally, the longer the
maturity of an investment, the greater the sensitivity of its fair value to
changes in market interest rates. The System does not have a formal
investment policy that limits investment maturites as a means of
managing its exposure to fair value losses arising from increasing interest
rates.

Information about the sensitivity of the fair values of the System’s
investments to market interest rate fluctuations is not applicable as all of
the System’s investments are immediately liquid.

E. Foreign Currency Risk

Foreign currency risk is the risk that changes in foreign exchange rates
will adversely affect the fair value of an investment. The System does not
have polices for foreign currency risk.

F. Fair Value

The System categorizes its fair value measurements within the fair value
hierarchy established by Governmental Accounting Standards Board
Statement No. 72 Fair Value Measurement and Application (GASB 72).
The hierarchy is based on the valuation inputs used to measure the fair
value of the asset. Level 1 inputs are quoted prices in active markets for
identical assets; Level 2 inputs are significant other observable inputs;
Level 3 inputs are significant unobservable inputs.

12
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Investments that are measured at fair value using the net asset value per
share (or its equivalent) as a practical expedient are not classified in the
fair value hierarchy.

The System has the following fair value measurements as of
December 31, 2017:

Description

Investments measured at
the net asset value (NAV):

External investment pool $ 236,944 31%
Redemption
Frequency Redemption
Unfunded (if currently Notice
Description Amount Commitments eligible) Period
Extemal investment pool $236,944,319 $ - Monthly 30 days

The System values its investments in good faith at the System’s pro-rata
interest in PRIT based upon audited financial statements or other information
provided to the System by the underlying investment manager (PRIM). The
estimated fair value of these investments may differ significantly from values
that would have been used had a ready market existed.

5. Accounts Receivable

Annually the Public Employee Retirement Administration (PERAC)
determines the amount of employer contributions (pension appropriations) to
be made to the System. The accounts receivable balance represents legal
amounts due from employers for pension appropriation not received until after
December 31, 2017.

6. Accounts Payable

This balance represents calendar year 2017 expenditures paid by the System
after year end.

13
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7. Net Pension Liability of Participating Employers

The net pension liability was based on an actuarial valuation dated January 1,
2017 and rolled forward to December 31, 2017,

The components of the net pension liability of the participating employers at
December 31, 2017 were as follows (in thousands):

A. Net Pension Liability of Employers

Total pension liability $ 269,536
Plan fiduciary net position (243,683)
Employers' net pension liability $ 25,853

Plan fiduciary net postion as a percentage of total
pension liability 90.41%

B. Actuarial Assumptions

A summary of the actuarial assumptions as of the latest actuarial valuation
is shown below:

Valuation Date 1/1/2017
Actuarial cost method Entry Age Normal Cost Method
Actuarial assumptions:
Investment rate of retumn 7.25%
Projected salary increases 4.25% for Group 1, 4.75% for Group 4
Inflation rate Not explicitly assumed
Post-retirement cost-ofliving adjustment 3% of first $14,000

Actuarial valuation of the ongoing Systems involves estimates of the
reported amounts and assumptions about probability of occurrence of
events far into the future. Examples include assumptions about future
employment mortality and future salary increases. Amounts determined
regarding the net pension liability are subject to continual revision as
actual results are compared with past expectations and new estimates are
made about the future. Explicitly

Pre-retirement rates for mortality were based on RP-2000 Employees
table projected generationally with Scale BB and a base year of 2009
{gender distinct) and post-retirement rates for mortality were based on RP-
2000 Health Annuitant table projected generationally with Scale BB and a
base year of 2009 (gender distinct). For disabled retirees, the rates reflect
the RP-2000 Healthy Annuitant table projected generationally with Scale
BB and a base year of 2012 (gender distinct).

14
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C. Target Allpcations

The long-term expected rate of return on pension plan investments was
determined using a building-block method in which best-estimates ranges
of expected future real rates of return (expected returns, net of pension
plan investment expense and inflation) are developed for each major
asset class. These ranges are combined to produce the long-term
expected rate of return by weighting the expected future real rates of
return by the target asset allocation percentage and by adding expected
inflation. Best estimates of arithmetic real rates of return for each major
asset class included in the System’s targeted asset allocation as of
December 31, 2017, are summarized in the following table.

Real Long-term

Target Retum Expected

Asset Arithmetic Real Rate

Asset Class Allocation Basis of Retum
Large Cap Equities 14.50% 7.50% 1.09%
Small/Mid Cap Equities 3.50% 7.75% 0.27%
Int'l Equities 16.00% 7.80% 1.25%
Emerging Int'l Equities 6.00% 9.30% 0.56%
Core Bonds 5.00% 3.75% 0.19%
20+ Yr. Treasury STRIPS 2.00% 3.50% 0.07%
15 Yr. Duration Treasuries 0.00% 0.00% 0.00%
TIPS 5.00% 3.76% 0.19%
High-Yield Bonds 1.50% 5.50% 0.08%
Bank Loans 2.50% 5.50% 0.14%
EMD (Extemal} 1.00% 5.00% 0.05%
EMD (Local Currency) 0.00% 6.50% 0.00%
Distressed Debt 3.00% 8.80% 0.26%
Other Credit Opportunities 2.00% 6.50% 0.13%
Private Equity 11.00% 9.50% 1.05%
Real Estate (Core) 10.00% 6.70% 0.67%
Timber/Natural Resources 4.00% 6.25% 0.25%
Hedge Funds 13.00% 6.40% 0.83%
Portfolic Completion Strategies 0.00% n/a n/a

Total 100.00%

D. Discount Rate

The discount rate used to measure the total pension liability was 7.25%.
The projection of cash flows used to determine the discount rate assumed
that contributions from participating employers will be made based on the
actuarially determined rates based on the Board's funding policy, which
establishes the contractually required rates by Statute. Based on those
assumptions, the System’s fiduciary net position was projected to be
available to make all the projected future benefit payments of current plan
members. Therefore, the long-term expected rate of return on pension
plan investments was applied to all periods of projected benefit payments
to determine the total pension liability.

15
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E. Sensitivity of Discount Rate

The following presents the net pension liability of the participating
employers calculated using the discount rate of 7.25%, as well as what the
participating employers’ net pension liability would be if it were calculated
using a discount rate that is 1 percentage-point lower (6.25%) or 1
percentage-point higher (8.25%) than the current rate:

Current
1% Discount 1%
Decrease Rate Discount
(6.25%) (7.25%) (8.25%)
Participating employers’ net pension liabiity $57,401 $25,853 ($1,970)

F. Deferred Outflows/Inflows of Resources

The following schedule reflects the deferred outflows/inflows of resources
for the System for the year ended December 31, 2017 (in thousands):

Defered Deferred
Qutflows of Inflows of
Resources Resources
Differences between expected and actual
experience $ 500 $ 1,213
Changes of assumptions 11,115 -
Net difference between projected and actual
earnings on pension plan investments - 10,235
Total $ 11,615 $ 11,448
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The following summarizes changes in deferred outflows/inflows, excluding
employer-specific amounts:

Balance Current of Amounts
on Prior Measurement  Recognized in
Measurement Amortization  Measurement Period Current Period End of Year
Year Period Period Deferrals Additions  Pension Expense ~ Balance
Deferred (Inflows) of Resources:
Difference between expected
and actual experience 2015 5 $ (1.819) $ - $ 606 $ (1,213)
Net Differences between
projected and actual eamings on
pension plan investments 2014 5 $ 187 $ - 3 (93) $ 94
2015 5 8,140 - (2,713) 5,427
2016 5 332 - (83) 249
2017 5 - (20,005) 4,000 (16,005)
Total Deferred (Inflows) of Resources $ 6840 $ (20,005) § 1,77 $ (11,448)
Deferred Qutflows of Resources
Difference between expected
and actual experience 2017 4.8 $ - $ 632 5 (132 $ 500
Changes of assumptions 2015 5 5,760 - (1,920) 3,840
2017 4.8 - 9,190 (1,915) 7,275
$ 5760 $ 9822 $ (3,967 $ 11,615

Tetal Deferred Qutflows of Resources

The following schedule reflects the amortization of the balance of deferred
outflows/inflows of resources, excluding employer-specific amounts, (in

thousands):

Year ended June 30:

2,248
2,156
(1,871)
(2,366)

2018 $
29
2020
2021
Total $
17
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BERKSHIRE COUNTRY RETIREMENT SYSTEM
SCHEDULE OF CHANGES IN THE NET PENSION LIABILITY
(Unaudited)

Amounts in thousands

2017 2016 2015

Total Pension liability

Sendce cost $ 6,795 $ 6,366 $ 6002

Interest on unfunded liability - time value of $ 18,049 18,094 16,812

Differences between expected and actual experience 632 - (3,031)

Changes of assumptions 9,190 - 8,600

Benefit payments, including refunds of

member contributions (14,580) (13,459) (12,280)

Net change in total pension liability 20,086 11,001 17,193
Total pension liability - beginning 249,450 238,448 221,256
Total pension liability - ending {a) $ 269,536 $ 249,450 $ 238,449
Plan fiduciary net position*

Contributions - employer $ 9297 $ 8880 $ 8,431

Contributions - member 4,546 4,081 4,129

Net investment income 35,165 14,456 1,249

Benefit payments, including refunds of

member contributions (14,581) (13,460) (12,280)

Administrative expense (437) (403) (400)

Cther 15 12 6
Net change in plan fiduciary net position 34,005 13,546 1,135
Plan fiduciary net position - beginning 209,678 196,132 104,997
Plan fiduciary net position - ending (b) $ 243,683 $ 209,678 $ 196,132
Net pension liability (asset) - ending (a-b) $ 25,853 $ 39772 § 42317

* Reflects certain rounding and classification differences from page 7.

Schedule is intended to show information for 10 years. Additional years will
be displayed as they become available.
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BERKSHIRE COUNTRY RETIREMENT SYSTEM

SCHEDULES OF NET PENSION LIABILITY, CONTRIBUTIONS, AND INVESTMENT RETURNS

(Unaudited)

{Amount expressed in thousands)

Schedule of Net Pension Liability

2017 2016 2015
Total pension liability $ 269,536 $ 249,450 $ 238,448
Plan fiduciary net position 243,683 209,678 196,132
Net pension liability (asset) $ 25,853 $ 39,772 $ 42317
Plan fiduciary net position as a percentage of the total pensicn liability 90.41% 84.06% 82.25%
Cowered employee payroll $ 43,687 $ 42307 $ 42,307
Participating employer net pension liability (asset)
as a percentage of covered employee payrolt 59.18% 94.01% 100.02%

Schedule of Contributions

2017 2016 2015
Actuarially determined contribution $ 9297 $ 8880 $ 8482
Contributions in relation to the actuarially determined contribution 9,297 8,880 8,482
Contribution deficiency (excess) $ - $ - $ -
Cowered employee payroll $ 43,687 $ 42,307 $ 42,307
Contributions as a percentage of covered employee payroll 21.28% 20.99% 20.05%
Schedule of Investment Returns
Year Ended December 31

2017 2016 2015
Annual money weighted rate of retum, net of investment expense 17.28% 7.59% 0.66%

Schedules are intended to show information for 10 years.
Additional years will be displayed as they become available.
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ACCOUNTANTS » AUDITORS

101 Munson Street
Suite 120

Creenfield, MA 01301
(413)773-5405 phone
(413)773-7304 fax

melansonheath.com

INDEPENDENT AUDITORS' REPORT

Additional Offices:

Nashua, NH
. Manchester, NH
To the Retirement System Board Andover, MA
Berkshire County Retirement System Ellsworth, ME

Report on Schedules

We have audited the accompanying schedule of employer allocations of the
Berkshire County Retirement System as of and for the year ended December 31,
2017. We have also audited the columns titled net pension liability, total deferred
outflows of resources excluding employer specific amounts, total deferred inflows of
resources excluding employer specific amounts, and pension expense (specified
column totals) included in the accompanying schedule of collective pension amounts
of Berkshire County Retirement System as of and for the year ended December 31,
2017.

Management’s Responsibility for the Schedules

Management is responsible for the preparation and fair presentation of these
schedules in accordance with accounting principles generally accepted in the United
States of America; this includes the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of the schedules that
are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Qur responsibility is to express opinions on the schedule of employer allocations and
the specified column totals included in the schedule of collective pension amounts
based on our audit. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the
schedule of employer allocaticns and specified column totals included in the
schedule of collective pension amounts are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the schedule of employer allocations and specified column totals

included in the schedule of collective pension amounts. The procedures selected
depend on the auditors’ judgment, including the assessment of the risks of material
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misstatement of the schedule of employer allocations and specified column totals
included in the schedule of collective pension amounts, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the schedule of employer
allocations and specified column totals included in the schedule of collective pension
amounts in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well
as evaluating the overall presentation of the schedule of employer allocations and
specified column totals included in the schedule of collective pension amounts.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.

Opinions

In our opinion, the schedules referred to above present fairly, in all material respects,
the employer allocations and net pension liability, total deferred outflows of
resources excluding employer specific amounts, total deferred inflows of resources
excluding employer specific amounts, and pension expense for Berkshire County
Retirement System as of and for the year ended December 31, 2017, in accordance
with accounting principles generally accepted in the United States of America.

Restriction on Use
Our report is intended solely for the information and use of Berkshire County
Retirement System management, the Retirement Board, System employers and

their auditors as of and for the year ended December 31, 2017, and is not intended
to be and should not be used by anyone other than these specified parties.

August 31, 2018
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BERKSHIRE COUNTRY RETIREMENT SYSTEM
CONTRIBUTORY RETIREMENT SYSTEM

SCHEDULE OF EMPLOYER ALLOCATIONS
December 31, 2017

2017

Actual Employer
Employer Allocation

Employer Appropriation Percentage
Town of Alford $ 38,635 0.42%
Town of Becket 201,455 2.19%
Berk Cnty Mosq. Cont. 11,958 0.13%
Berk Hills Reg Sch. Dis. 634,720 6.90%
Berk Cnty Reg Hous Auth 111,308 1.21%
Cen Berk Reg School Dis 657,717 7.15%
Town of Cheshire 92,908 1.01%
Town of Clarksburg 138,902 1.51%
Town of Dalton 431,425 4.69%
Dalton Fire District 86,469 0.94%
Dalton Housing Auth 17,478 0.18%
Dist Dept of Veteran Serv 11,039 0.12%
Town of Egremont 156,380 1.70%
Farmington Riv Sch Dis 122,345 1.33%
Town ofFlorida 104,867 1.14%
Town cf Great Barrington 757,064 8.23%
Great Bamington Fire Dist. 50,594 0.55%
Town of Hancock 16,558 0.18%
Town of Hinsdale 90,149 0.98%
Lanesboro Vil. Fire &Wat. 18,398 0.20%
Town of Lanesborough 321,039 3.49%
Town of Lee (incl. Schools) 952,080 10.35%
Lee Housing Authority 16,558 0.18%
Town of Lenox {incl. Schoe.ls) 890,447 9.68%
~nox Bo.using Authority 21,157 0.23%
Town of Monterey 105,787 1.15%
Mnt. Greylock School Dist. 275,965 3.00%
Mount Washington 27,597 0.30%
Town of New Ashford 920 0.01%
Town of New Marlborough 111,306 1.21%
Town of Otis 160,060 1.74%
Town of Peru 43,235 0.47%
Town of Richmond 146,261 1.59%
Town of Sandisfield 80,030 0.87%
Town of Savoy 44,154 0.48%
Town of Sheffield 229,051 2.49%
So Berk Reg Sch Dist 448,903 4.88%
Town of Stockbridge 329,318 3.58%
Stockbridge Housing Auth 22,077 0.24%
Town of Tyringham 71,751 0.78%
Town of Washington 27,597 0.30%
Town of West Stockbridge 101,187 1.10%
Town of Williamstown 968,637 10.53%
Williamstown Fire Dist 16,558 0.18%
Town of Windsor 36,795 0.40%
Total $ 9,198,837 100.00%

See actuarial assumptions in the Berkshire County Retirement Systems's audited
financial statements
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COMMONWEALTH OF MASSACHUSETTS
Public Employee Retirement Administration Commission
Five Middlesex Avenue, Suite 304 | Somerville, MA 02145
Phone: 617-666-4446 | Fax: 617-628-4002

TTY: 617-591-8917 | Web: www.mass.gov/perac
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