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April 5, 2021 

The Public Employee Retirement Administration Commission (PERAC) has completed a review of 
the audits of the Essex Regional Retirement System (ERRS) conducted by the firm of Powers & 
Sullivan, LLC, Certified Public Accountants. Powers & Sullivan 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, 2015 to December 31, 2019.  

We conducted an inspection of the work papers prepared by Powers & Sullivan. 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 Powers & Sullivan 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 procurements on non-investment 
contracted providers complied with 23B and that fees paid were in accordance with contracts, 4) that 
travel expenses were properly documented and accounted for, 5) that retirement contributions are 
accurately deducted, 6) that retirement allowances were correctly calculated, and 7) that required 
member documentation is maintained.  

To achieve these objectives, we inspected certain records of the Essex Regional Retirement Board in 
the above areas. Specifically, we reviewed the minutes of the Board meetings for compliance with 
fiduciary oversight, verified cash balances, examined a sample of non-investment procurements and 
recalculated the fees charged. We 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 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.  
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In our opinion, the financial records are being maintained and the management functions are being 
performed in conformity with the standards established by PERAC. 

It should be noted that the financial statements included in this audit report were based on the work 
performed by Powers & Sullivan and the tests conducted for the periods referenced in their opinions. 
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, 2019, December 31, 2018, December 31, 2017, 
December 31, 2016 and December 31, 2015.  

In closing, I wish to acknowledge the work of Powers & Sullivan, who conducted these examinations, 
the PERAC auditors who conducted limited procedures to supplement the field work, and express 
my appreciation to the Essex Regional Retirement Board and staff for their courtesy and cooperation. 

Sincerely, 

John W. Parsons, Esq. 
Executive Director 
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SUPPLEMENTARY INFORMATION  

SCHEDULE OF ALLOCATION OF INVESTMENTS OWNED 

(percentages by category) 

For the year ending December 31, 2019, the rate of return for the investments of the Essex Regional 
Retirement System was 16.49%. For the five-year period ending December 31, 2019, the rate of 
return for the investments of the Essex Regional Retirement System averaged 8.05%. For the 35-year 
period ending December 31, 2019, since PERAC began evaluating the returns of the retirement 
systems, the rate of return on the investments of the Essex Regional Retirement System was 8.81%. 

The composite rate of return for all retirement systems for the year ending December 31, 2019 was 
16.90%. For the five-year period ending December 31, 2019, the composite rate of return for the 
investments of all retirement systems averaged 7.95%. For the 35-year period ending 
December 31, 2019, since PERAC began evaluating the returns of the retirement systems, the 
composite rate of return on the investments of all retirement systems averaged 9.22%. 

MARKET VALUE

PERCENTAGE 
OF TOTAL 

ASSETS
Cash $2,605,385 0.5%
Fixed Income Securities 1,189 0.0%
Pooled Alternative Investment Funds 6,827,074 1.3%
Pooled Real Estate Funds 36,945 0.0%
PRIT Cash Fund 1,004,066 0.2%
PRIT Core Fund 510,315,603 98.0%

Grand Total $520,790,262 100.0%

AS OF DECEMBER 31, 2019
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SUPPLEMENTARY INFORMATION (Continued)  

ADMINISTRATION OF THE SYSTEM  
  
The System is administered by a five-person Board of Retirement. One member shall be appointed 
by the chief administrative officers of the member units, a second member appointed by the Advisory 
Council, a third and fourth member who shall be elected by the members in or retired from service 
of such system, and a fifth member appointed by the other four board members.  
  
Appointed Member:  Andrew Sheehan  Term Expires: 12/01/23 
    
Appointed Member: Kevin A. Merz Term Expires:      12/01/21  
   
Elected Member: Susan J. Yaskell Term Expires: 12/01/22 
    
Elected Member: H. Joseph Maney, Chairman Term Expires: 12/01/22 
     
Appointed Member: Vincent R. Malgeri Term Expires: 12/12/25 

  
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 Essex Regional Retirement System has adopted Supplemental Regulations which are available on 
the PERAC website at https://www.mass.gov/essex-regional-retirement-board-regulations.  
  

https://www.mass.gov/essex-regional-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 Segal Consulting as of              
January 1, 2020.  
 

 
 

 
 

The normal cost for employees on that date was  10.2% of payroll  
The normal cost for the employer including administrative expense was    5.4% of payroll 
 
 

 

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

Investment Return: 7.30% per annum 
Rate of Salary Increase: Varies by group and service  

 
SCHEDULE OF FUNDING PROGRESS AS OF JANUARY 1, 2020 

 

 
 

* Beginning with 1/1/2016 valuation, we used total payroll as the covered payroll. 
   

The actuarial liability for active members was $404,422,163
The actuarial liability for vested terminated members was 15,241,999
The actuarial liability for non-vested terminated members was 6,025,575
The actuarial liability for retired members was 520,189,115

The total actuarial liability was  $945,878,852
System assets as of that date were  (actuarial value) 508,759,357

The unfunded actuarial liability was $437,119,495

The ratio of system’s assets to total actuarial liability was 53.8%
As of that date the total covered employee payroll was $144,695,269

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 )

1/1/2020 $508,759,357 $945,878,852 $437,119,495 53.8% $144,695,269 302.1%
1/1/2018 $450,330,846 $843,829,627 $393,498,781 53.4% $130,781,725 300.9%
1/1/2016 $386,739,098 $745,583,658 $358,844,560 51.9% $126,928,690 282.7%
1/1/2014 $327,727,973 $676,474,202 $348,746,229 48.4% $119,733,698 291.3%
1/1/2013 $314,565,925 $619,339,080 $304,773,155 50.8% $119,292,287 255.5%
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SUPPLEMENTARY INFORMATION (Continued)  
 

 

MEMBERSHIP EXHIBIT 
 

 
 
 

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Retirement in Past Years
Superannuation 73 85 64 82 91 96 101 94 88 89

Ordinary Disability 0 0 0 1 1 1 0 0 2 2
Accidental Disability 2 2 2 5 0 1 1 1 1 1

Total Retirements 75 87 66 88 92 98 102 95 91 92

Total Retirees, Beneficiaries 
and Survivors 1,750 1,717 1,651 1,691 1,712 1,758 1,798 1,825 1,858 1,930

Total Active Members 3,098 3,072 2,850 2,740 2,747 2,739 2,722 2,666 2,774 2,892

Pension Payments
Superannuation $19,973,945 $21,040,188 $22,186,140 $22,887,735 $23,536,014 $24,385,981 $25,551,837 $26,806,821 $27,858,890 $29,271,883

Survivor/Beneficiary Payments 1,352,405 1,521,466 1,659,123 1,650,745 1,779,671 1,860,433 1,955,069 2,038,417 1,911,172 1,878,014
Ordinary Disability 197,430 170,025 213,554 262,644 270,462 248,943 274,120 261,853 288,269 312,998

Accidental Disability 2,909,020 2,828,529 3,012,970 3,096,826 3,196,798 3,248,115 3,316,963 3,402,878 3,451,106 3,425,911
Other 743,772 639,386 743,419 800,879 830,971 844,316 852,220 768,174 747,301 689,832

Total Payments for Year $25,176,572 $26,199,594 $27,815,206 $28,698,829 $29,613,916 $30,587,788 $31,950,209 $33,278,143 $34,256,738 $35,578,638
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