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December 30, 2024

The Public Employee Retirement Administration Commission (PERAC) has completed a review of the
audits of the Franklin Regional Retirement System conducted by the firms Powers & Sullivan and
Melanson Heath. They 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 Powers & Sullivan and Melanson
Heath. 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 and
Melanson Heath 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 retirement contributions are
accurately deducted, 4) that retirement allowances were correctly calculated, and 5) that required
member documentation is maintained.

To achieve these objectives, we inspected certain records of the Franklin Regional Retirement Board
in the above areas. Specifically, we reviewed the minutes of the Board meetings for compliance with
fiduciary oversight and verified cash balances. 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.

We commend the Franklin Regional 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 Powers & Sullivan and Melanson Heath 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 Powers & Sullivan and Melanson Heath who conducted
these examinations, and the PERAC examiners who conducted limited procedures to supplement
the field work and express my appreciation to the Franklin Regional Retirement Board and staff for
their courtesy and cooperation.

Sincerely,

7

William T. Keefe
Executive Director
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SUPPLEMENTARY INFORMATION

SCHEDULE OF ALLOCATION OF INVESTMENTS OWNED

(percentages by category)

AS OF DECEMBER 31, 2021
PERCENTAGE
OF TOTAL
MARKET VALUE ASSETS
Cash $1,428,506 0.7%
Equities 46,115,107 22.3%
Pooled Domestic Equity Funds 20,270,614 9.8%
Pooled International Equity Funds 10,067,161 4.9%
Pooled Domestic Fixed Income Funds 16,579,640 8.0%
Pooled Global Fixed Income Funds 7,130,456 3.4%
Pooled Real Estate Funds 21,328,297 10.3%
PRIT Core Fund 84,287,399 40.7%
Grand Total $207,207,180 100.0%

For the year ending December 31, 2021, the rate of return for the investments of the Franklin Regional
Retirement System was 20.40%. For the ten-year period ending December 31, 2021, the rate of return
for the investments of the Franklin Regional Retirement System averaged 11.26%. 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 Franklin Regional Retirement System was 8.89%.

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%.

Franklin Regional Retirement System Audit Report 3



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 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.

Chairperson: Sandra A. Hanks Term Expires: 12/31/2026
Appointed Member:  AngelinaJ. Bragdon Term Expires: 12/31/2027
Elected Member: Vacant Term Expires: N/A

Elected Member: Gabriele H. Voelker Term Expires: 12/31/2025
Appointed Member:  Paul Mokrzecki Term Expires: 06/30/2025

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 Franklin Regional Retirement Board has adopted Regulations which are available on the PERAC
website at https://www.mass.gov/franklin-regional-retirement-board-regulations.

Franklin Regional Retirement System Audit Report 4
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MEMBERSHIP EXHIBIT

SUPPLEMENTARY INFORMATION (Continued)

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Retirement in Past Years
Superannuation 37 41 21 27 35 35 43 38 27 30
Ordinary Disability 0 1 1 0 2 0 0 0 0 1
Accidental Disability 2 2 2 0 0 0 0 0 0 0
Total Retirements 39 44 24 27 37 35 43 38 27 31
Total Retirees, Beneficiaries
and Survivors 500 529 541 554 581 601 633 661 666 677
Total Active Members 1,050 946 921 951 987 972 1,023 1,064 1,066 1,086
Pension Payments
Superannuation $4,823,937 $5,235,902 $5,591,471 $5,853,111 $6,377,212 $6,879,209 $7,342,787 $7,919,712 $8,460,716 $8,937,113
Survivor/Beneficiary Payments 273,174 265,238 302,623 343,668 355,431 371,723 402,269 434,356 438,476 451,692
Ordinary Disability 14,348 14,841 61,487 53,366 70,341 116,662 118,640 120,787 135,705 137,473
Accidental Disability 351,531 434,890 430,492 473,491 491,409 490,401 492,435 497,093 500,394 497,548
Other 410,695 534,863 568,103 2,489,345 838,014 1,382,856 1,358,326 1,647,889 1,412,562 1,399,210
Total Payments for Year $5,873,685 $6,485,734 $6,954,176 $9,212,981 $8,132,407 $9,240,851 $9,714,457 | $10,619,837 | $10,947,853 | $11,423,037
Franklin Regional Retirement System Audit Report 5 5




SUPPLEMENTARY INFORMATION (Continued)

LEASED PREMISES

The Franklin Regional Retirement Board leases approximately 1,511 square feet of space for its
offices located at 101 Munson St, Greenfield, MA. They signed a five-year lease which will expire on
July 31, 2026. The landlord is Greenfield Corporate Center, LLC.

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

For the year ending: Annual Rent
2021 $11,730
2022 28,384
2023 28,948
2024 29,529
2025 30,124
2026 through July 31 17,778

Total future minimum lease payments required $146,493

Franklin Regional Retirement System Audit Report
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Franklin Regional Retirement System as of December 31, 2019, and the results of its operations
and changes in its financial 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 Management’s Discussion
and Analysis; the Schedule of Changes in the Net Pension Liability and Related Ratios; the Schedule of
Contributions; and the Schedule of Investment Retums be presented to supplement the financial statements.
Such information, although not a part of the financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the 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 financial
statements, and other knowledge we obtained during our audit of the 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 12, 2020, on
our consideration of the Franklin Regional Retirement System’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Franklin Regional Retirement System’s internal control over financial
reporting and compliance.

Restriction on Use

This report is intended solely for the information and use of Franklin Regional Retirement System, the Public
Employee Retirement Administration Commission and all member units and is not intended to be and should not
be used by anyone other than these specified parties.

Prwow i Sitlwven U0

August 12, 2020
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Notes to Financial Statements Year Ended December 31,2019

values. Real estate assets are reported at fair value utilizing an income approach to valuation along with
independent appraisals and estimates by management.

Fair Value Measurements

The System reports required types of financial instruments in accordance with the fair value standards. These
standards require an entity to maximize the use of observable inputs (such as quoted prices in active markets)
and minimize the use of unobservable inputs (such as appraisals or valuation techniques) to determine fair value.
Fair value standards also require the government to classify these financial instruments into a three-level
hierarchy, based on the priority of inputs to the valuation technique or in accordance with net asset value practical
expedient rules, which allow for either Level 2 or Level 3 depending on lock up and notice pericds associated with
the underlying funds.

Instruments measured and reported at fair value are classified and disclosed in one of the following categories:

Level 1 —Quoted prices are available in active markets for identical instruments as of the reporting date.
Instruments, which are generally included in this category, include actively traded equity and debt securities, U.S.
government obligations, and mutual funds with quoted market prices in active markets.

Level 2 — Pricing inputs are other than quoted in active markets, which are either directly or indirectly observable
as of the reporting date, and fair value is determined through the use of models or cther valuation methodologies.
Certain fixed income securities, primarily corporate bonds, are classified as Level 2 because fair values are
estimated using pricing models, matrix pricing, or discounted cash flows.

Level 3 — Pricing inputs are unobservable for the instrument and include situations where there is little, if any,
market activity for the instrument. The inputs into the determination of fair value require significant management
judgment or estimation.

In some instances, the inputs used to measure fair value may fall into different levels of the fair value hierarchy
and is based on the lowest level of input that is significant to the fair value measurement.

Market price is affected by a number of factors, including the type of instrument and the characteristics specific to
the instrument. Instruments with readily available active quoted prices generally will have a higher degree of
market price observability and a lesser degree of judgment used in measuring fair value. It is reasonably possible
that change in values of these instruments will occur in the near term and that such changes could materially
affect amounts reported in these financial statements. For more information on the fair value of the System’s
financial instruments see Note 4.

Accounts Receivable

Accounts receivable consists of member deductions, employer pension appropriations and interest and dividends
receivable. These receivables are considered 100% collectible and therefore do not report an allowance for
uncollectibles.

Deferred Qutflows/Inflows of Resources

In addition to assets, the statement of fiduciary net position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element, deferred oultflows of resources, represents a
consumption of fiduciary net position that applies to a future period(s) and so will not be recognized as an outflow
of resources (deduction) until then. The FRRS did not have any items that qualify for reporting in this category.

Franklin Regional Retirement System 10 Financial Statements
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Notes to Financial Statements Year Ended December 31,2019

In addition to liabilities, the statement of fiduciary net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of resources,
represents an acquisition of net position that applies to a future period(s) and so will not be recognized as an
inflow of resources (addition) until that time. The FRRS did not have any items that qualify for reporting in this
category.

NOTE 3 — PLAN ADMINISTRATION

The System is administered by a five-member Board of Retirement. The first member, who shall serve as
chairman, shall be elected by the other four members for a term of € years. The second member shall be a
member of the regional retirement board advisory council and shall be elected by a majority of those present and
voting at a public meeting of the council and shall serve for a term of 3 years. The third and fourth members shall
be elected by and from the members in or retired from service of the Franklin Regional Retirement System and
shall serve for a term of 3 years. The fifth member, who shall not be an employee, retiree or official of the
retirement systemn, or of any of its constituent governmental units, shall be chosen by the other 4 members and
shall serve for a term of 5 years.

First Member Sandra A. Hanks Term Expires: 12/31/2020

Second Member Angelina J. Bragdon  Term Expires: 12/31/2021

Third Member Mary A. Stokarski Term Expires: 12/31/2020
Fourth Member Gabriele H. Voelker  Term Expires: 12/31/2022
Fitth Member Paul J. Mokrzecki Term Expires: 6/30/2020

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 PERAC.

The FRRS Advisory Council consists of the official treasurers, elected or appointed, for each town, unit or district
within the System. The members of the Advisory Council elect the second member of the Board of Retirement.
The FRRS Advisory Council is required by statute to meet at least twice per year. All FRRS Advisory Council
meetings are open, public meetings and are subject to the Commonwealth’'s Open Meeting Law.

The investment of the System’s funds is the responsibility of the Board. Disability retirement allowances must be

approved by the Retirement Board and are then submitted to the PERAC Actuary for verification prior to payment.
Superannuation retirement allowances are required to obtain PERAC's verification. All expenses incurred by the

System must be approved by a majority vote of the Board.

FRRS board members and employees are bonded by an authorized agent representing a company licensed to do
business in Massachusetts. The MACRS program for FRRS provides $50 million fiduciary protection for Trustees
and employees, as well as a $1 million fidelity policy for crime coverage.

Franklin Regional Retirement System 11 Financial Statements

Franklin Regional Retirement System Audit Report

108



Franklin Regional Retirement System Audit Report 109



Franklin Regional Retirement System Audit Report 110



Franklin Regional Retirement System Audit Report 111



Franklin Regional Retirement System Audit Report 112



Franklin Regional Retirement System Audit Report 113



Franklin Regional Retirement System Audit Report 114



Franklin Regional Retirement System Audit Report 115



Franklin Regional Retirement System Audit Report 116



Franklin Regional Retirement System Audit Report 117



Franklin Regional Retirement System Audit Report 118



Franklin Regional Retirement System Audit Report 119



Franklin Regional Retirement System Audit Report 120



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, total deferred inflows of rescurces, total contributions and total
pension expense for the total of all participating entities for the Franklin Regional 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.

Other Matter

We have audited, in accordance with auditing standards generally accepted in the United States of America, the
financial statements of the Franklin Regional Retirement System as of and for the year ended December 31, 2018, and
our report thereon, dated August 12, 2020, expressed an unmodified opinion on those financial statements.
Restriction on Use

This report is intended solely for the information and use of the Franklin Regional Retirement System management, the

Franklin Regional Retirement System employers and their auditors and is not intended to be and should not be used by
anyone other than these specified parties.

_pOLU DWESULwen IO

August 12, 2020
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Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

PowowiSilwver UL

August 12, 2020
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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 pension
amounts by employer 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 row totals included in
the schedule of pension amounts by employer 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 accouniing 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 row totals included in the schedule of pension amounts by employer.

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

Oplinlons

In our opinion, the schedules referred to above prasent fairly, in all material respects, the
employer allocations and net pension liability, total deferred outflows of resources, total
deforred inflows of resources, and total pension expense for the total of all participating
entities for the Franklin Regional Retiroment 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
QOur report is intended solely for the information and use of Franklin Regional
Retirement System managemsnt, the Retiroment 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.

July 31, 2019
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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

Web: www.mass.gov/perac
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