
STATE 
RETIREMENT SYSTE M
ACTUARIAL  
VALUATION 
REPORT

PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION COMMISSION
COMMONWEALTH OF MASSACHUSETTS

JAN. 1, 2017 - DEC. 31, 2021

CAMBRIDGE
Retirement System

Audit Report





 

 

TABLE OF CONTENTS  
 
 

Letter from the Executive Director ................................................................................................. 1 

Explanation of Findings and Recommendations ............................................................................ 3 

Supplementary Information: 

  Schedule of Allocation of Investments Owned ............................................................................. 5 

  Administration of the System ....................................................................................................... 6 

  Board Regulations ......................................................................................................................... 6 

  Actuarial Valuation and Assumptions ........................................................................................... 7 

  Membership Exhibit ...................................................................................................................... 8 

Leased Premises .............................................................................................................................. 9 

Independent Audit Reports: 

  KPMG LLP, Year Ended December 31, 2021 ............................................................................... 10 

  KPMG LLP, Year Ended December 31, 2020 ............................................................................... 42 

  KPMG LLP, Year Ended December 31, 2019 ............................................................................... 73 

  KPMG LLP, Year Ended December 31, 2018 ............................................................................. 104 

  KPMG LLP, Year Ended December 31, 2017 ............................................................................. 135 

 

 



 

 

 
 
 
 
 

 
                                    July 3, 2024 
 
 
 
The Public Employee Retirement Administration Commission (PERAC) has completed a review of the 
audits of the Cambridge Retirement System conducted by the firm of KPMG LLP, Certified Public 
Accountants. KPMG conducted these audits in accordance with auditing standards generally 
accepted in the United States of America and the standards applicable to financial audits in 
Government Auditing Standards, issued by the Comptroller General of the United States. The audits 
covered the period from January 1, 2017 to December 31, 2021.  
 
We conducted an inspection of the work papers prepared by KPMG. 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 KPMG 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 Cambridge 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 with the exception of those 
related to our supplemental work which are detailed in the findings presented in this report. 
 
It should be noted that the financial statements included in this audit report were based on the work 
performed by KPMG 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, I wish to acknowledge the work of KPMG LLP who conducted these examinations, and 
the PERAC examiners who conducted limited procedures to supplement the field work and express 
my appreciation to the Cambridge Retirement Board and staff for their courtesy and cooperation.  
 
 

Sincerely,  
  
  
  

William T. Keefe. 
Executive Director 
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EXPLANATION OF FINDINGS AND RECOMMENDATIONS 
 
 
1. Regular Compensation: 
A review of active member payroll from the units of the Cambridge Retirement System revealed the 
following issues in the determination of regular compensation: 

• The police department’s hazardous duty pay has retirement deductions withheld, but there is 
no service associated with it, therefore it cannot be regular compensation. 

• The Cambridge Health Alliance is withholding retirement deductions from three pay codes 
that do not qualify as regular compensation. One of these is pay for extra hours worked, but 
since the hours are not pre-determined it does not meet the conditions of 840 CMR 15.03 
3(b). The other two codes are bonuses, which are not regular compensation pursuant to 840 
CMR 15.03 3(f). 

• It is not entirely clear whether or not Health Alliance employees receive more than one day’s 
pay when they work on a holiday. If they are being paid once for the holiday, then a second 
payment for that same holiday should not be regular compensation. 

 
Recommendation:  The Board should instruct the payroll departments to stop withholding 
deductions on the cited pay codes. The Health Alliance holiday pay should be investigated to ensure 
that the regular compensation part of it is being handled correctly.  
 
Board Response: 

• The Police Department's hazardous duty pay is part of all patrol officers and superior officers 
pay. Hazardous duty pay is given due to the nature of the officer's work. The pay is considered 
regular compensation because it is regular, recurring, and given to all police officers regardless 
of title. The service attached to this pay is the shift that each officer works. 

• Concerning the Cambridge Health Alliance (CHA) payroll issues, the bonus pays deductions 
were stopped in October of 2023 once it was brought to our attention. To address the other 
pay code items, related to CHA 's new payroll system, in early January CRS reached out to the 
Controller of the CHA to make her aware of the issues. Since that time, CRS has had several 
conference calls identifying all the areas that need to be changed in the payroll system. As of 
the end of May the CHA had hired a programming firm to make program changes to their 
payroll system. The Board remains in contact with the Health Alliance concerning their 
progress. 
 

PERAC Response: 
Regarding the Police Department’s hazardous duty pay, although the regular compensation 
regulation does reference “the character of the work”, even payments that fall into that category 
need to be for a specific service to be considered regular compensation. Examples of these include 
extra pay for being on a hazmat response team, K-9 stipend for caring for the dog, DPW employees 
who are paid different amounts for driving different vehicles, and employees who are paid extra for 
training new hires. Working an assigned shift is not a specific service to classify hazardous duty pay 
as regular compensation. In order for this hazardous duty stipend to be pensionable, it will need to 
be included as part of the patrol and superior officers base pay. 
 



 

EXPLANATION OF FINDINGS AND RECOMMENDATIONS (Continued) 
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2. Membership: 
A review of active member and retiree folders revealed the following: 

• Section 4(1)(o) states that no service is to be granted for a position receiving compensation of  
less than $5,000 annually. For members who are buying prior non-member time, the Board is 
crediting some service after pro-rating the time and then annualizing based on this pro-ration. 

• Two retirees had their regular compensation adjusted because of the spiking test in Section 
5(2)(f) but did not receive a refund of the contributions associated with the unused regular 
compensation. 

• One disability calculation used a salary that was approximately $1,400 too low, resulting in an 
allowance that is understated by almost $1,000. 

 
Recommendation:  The Board should examine its records for members who were granted service 
that could be contrary to Section 4(1)(o). 
 
Pursuant to Section 5(2)(f) the two retirees should receive refunds for the portion of their regular 
compensation that was reduced due to spiking. 
 
The disability allowance should be recalculated. 
 
Board Response: 

• When a member seeks to purchase non-membership service, CRS staff receive an hours and 
earnings report from the respective Human Resources department. CRS staff reviews the 
number of hours worked and pro-rates the services against a full-time position. Staff 
annualizes the salary based upon full-time employment. The Board maintains that the method 
used for calculating non-membership service does not violate the under $5,000 rule and is 
consistent with PERAC memos. 

• Concerning the two retirees who had their regular compensation lowered due to anti-spiking, 
CRS staff are waiting for the final Court decision to be rendered. 

• Concerning the disability allowance, CRS staff recalculated the allowance and made a 
retroactive payment to the retiree.  

 
PERAC Response: 
Regarding the purchase of non-member service time, Section 4(1)(o) is silent about a full-time 
position. The salaries for part-time workers do not get adjusted to a full-time equivalent. If the part-
time workers had a set schedule, then their part-time salary would be annualized to determine if they 
were in a position with annual compensation of at least $5,000.  
 
 
FINAL DETERMINATION: 
PERAC Audit staff will follow up in six (6) months to ensure appropriate actions have been taken 
regarding all findings. 
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SUPPLEMENTARY INFORMATION 
 

SCHEDULE OF ALLOCATION OF INVESTMENTS OWNED 
 

(percentages by category) 
 

 
 
 

For the year ending December 31, 2021, the rate of return for the investments of the Cambridge 
Retirement System was 17.74%. For the ten-year period ending December 31, 2021, the rate of return 
for the investments of the Cambridge Retirement System averaged 10.90%. 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 Cambridge Retirement System was 9.56%. 
 
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%. 
 

MARKET VALUE

PERCENTAGE 
OF TOTAL 

ASSETS
Cash $17,860,830 1.0%
Short Term Investments 962,640 0.1%
Fixed Income Securities 52,499,548 2.9%
Equities 23,994,718 1.3%
Pooled Domestic Equity Funds 696,109,061 38.6%
Pooled International Equity Funds 220,719,479 12.2%
Pooled Domestic Fixed Income Funds 144,941,025 8.0%
Pooled Alternative Investment Funds 308,717,284 17.1%
Pooled Real Estate Funds 269,244,940 14.9%
Hedge Funds 66,863,949 3.71%

Grand Total $1,801,913,475 100.0%

AS OF DECEMBER 31, 2021
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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 City Auditor who 
shall be a member ex-officio, a second member appointed by the governing authority, 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.  
  
Ex-officio Member:  Joesph McCann   
     
Appointed Member: Michael Gardner Term Expires:                   3/1/2025 
   
Elected Member: Francis Murphy, Chairman Term Expires: 10/1/2025 
 

 
  

Elected Member: James Monagle Term Expires: 7/31/2026 
     
Appointed Member: Nadia Chamblin-Foster Term Expires:   1/1/2027 

 
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 Cambridge Retirement Board has adopted Supplemental Regulations which are available on the 
PERAC website at https://mass.gov/Cambridge-retirement-board-regulations. 

https://mass.gov/Cambridge-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 the Segal Group as of January 1, 
2022.  
 

 
 

The normal cost for employees on that date was   10.5% of payroll 
The normal cost for the employer (including expenses) was     6.2% of payroll 

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

Investment Return: 7.10% per annum 
Rate of Salary Increase: 4.0% includes an allowance for inflation 

of 3%. 
 

SCHEDULE OF FUNDING PROGRESS AS OF JANUARY 1, 2022 
 

  

The actuarial liability for active members was $798,886,966
The actuarial liability for vested terminated members was 29,039,617
The actuarial liability for non-vested terminated members was 5,854,416
The actuarial liability for retired members was 1,026,186,169
The total actuarial liability was  $1,859,967,168
System assets as of that date were  (actuarial value) 1,684,598,108
The unfunded actuarial liability was $175,369,060

The ratio of system’s assets to total actuarial liability was 90.6%
As of that date the total covered employee payroll was $247,847,724

Actuarial 
Valuation

Date

Actuarial
Value of
Assets
( a )

Actuarial
Accrued
Liability

( b )

Unfunded
AAL

(UAAL)
( b-a )

Funded
Ratio
( a/b )

Covered
Payroll
( c )

UAAL as a
% of

Cov. Payroll
( (b-a)/c )

1/1/2022 $1,684,598,108 $1,859,967,168 $175,369,060 90.6% $247,847,724 70.8%
1/1/2020 $1,450,739,460 $1,690,622,307 $239,882,847 85.8% $235,687,286 101.8%
1/1/2018 $1,335,576,051 $1,523,134,269 $187,558,218 87.7% $222,022,885 84.5%
1/1/2016 $1,084,498,793 $1,337,405,483 $252,906,690 81.1% $211,726,778 119.4%
1/1/2014 $949,671,604 $1,199,887,878 $250,216,274 79.1% $208,967,363 119.7%
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SUPPLEMENTARY INFORMATION (Continued)  
 

MEMBERSHIP EXHIBIT 
 
 

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Retirement in Past Years
Superannuation 70 116 109 81 125 87 99 104 101 122

Ordinary Disability 1 0 0 0 1 1 0 0 0 0
Accidental Disability 7 4 10 9 6 10 8 5 3 5

Total Retirements 78 120 119 90 132 98 107 109 104 127

Total Retirees, Beneficiaries and 
Survivors 1,879 1,925 1,990 2,013 2,091 2,132 2,165 2,289 2,304 2,347

Total Active Members 3,604 3,181 3,041 3,033 2,972 2,972 2,971 3,013 3,020 2,985

Pension Payments
Superannuation $30,910,284 $33,169,062 $36,228,262 $38,668,380 $41,635,859 $45,206,017 $47,640,533 $50,687,931 $53,939,637 $57,459,663

Survivor/Beneficiary Payments 2,809,459 3,034,064 3,191,977 3,463,232 3,602,791 3,649,622 3,694,824 3,794,391 3,987,408 4,209,463
Ordinary Disability 684,411 830,950 639,777 646,708 627,531 625,142 622,750 613,815 604,924 570,451

Accidental Disability 7,896,108 8,175,480 8,664,785 9,010,963 9,308,748 9,730,316 10,156,696 10,697,186 10,827,501 10,815,102
Other 4,089,494 4,198,725 4,466,204 4,618,517 4,846,677 5,523,900 5,617,408 5,780,007 5,727,668 5,903,525

Total Payments for Year $46,389,756 $49,408,281 $53,191,005 $56,407,800 $60,021,606 $64,734,996 $67,732,210 $71,573,330 $75,087,137 $78,958,204
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SUPPLEMENTARY INFORMATION (Continued)  
 

LEASED PREMISES 
 
The Cambridge Retirement Board leases approximately 4,570 squre feet of space for its offices 
located at  125 Cambridge Park Drive, Cambridge MA 02140. They signed a ten year  year lease which 
commenced March 1, 2021. The landlord is PPF OFF 123 Cambridge Park Drive, LLC. 
 
The following schedule displays the minimum lease obligation on non-cancelable operating leases as 
of December 31, 2021. 
 
For the year ending                        Annual Rent   Less Note 1        Net Rent 
2022                               $177,468      (2,724)      $174,744 
2023                                270,304      (2,806)       267,498 
2024                                278,413      (2,890)       275,523 
2025                                286,766      (2,976)       283,790 
2026                                295,369      (3,065)       292,304 
2027                                304,230      (3,158)       301,072 
2028                                313,356      (3,252)       310,104 
2029                                322,757      (3,350)       319,407 
2030                                331,611      (3,451)       328,160 
2031 (through February)                    55,268          (575)       54,693 
 
Total future minimum lease payments required  $2,635,543         (28,247)    $2,607,296 
 
 
Note 1: 
The Cambridge Retirement Board sublets 554 square feet of office space to the Cambridge Public 
Employees’ Dental and Vision Fund. These payments are used to offset the Board’s rental expense. 
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