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May 31, 2024 

The Public Employee Retirement Administration Commission (PERAC) has completed a review of the 
audits of the Gardner 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 (GAAS). 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 Gardner 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 finding presented in this report. 

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, I 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 Gardner Retirement Board and staff for their courtesy and cooperation.  

Sincerely, 

William T. Keefe 
Executive Director 
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EXPLANATION OF FINDING AND RECOMMENDATION 

New Retirements’ Calculations: 
We tested the retirement allowance calculation of 22 new retirees during the audit period and found 
the following issues: 

• One accidental disability retiree received a vacation payout of 28 days that was incorrectly
included in the salary used when calculating the allowance. According to the firefighter
contract this payment can be made “if the Chief determines there are funds available” and
that “the final decision as to payment shall be vested in the Chief and in the exercise of his/her
discretion”. Any payment that an employer has discretion over cannot be regular
compensation.

• One member had their regular compensation adjusted when the anti-spiking test was applied,
but the retirement contributions withheld on this unused regular compensation were not
returned.

Recommendation: The Retirement Board should recalculate the accidental disability retiree’s 
allowance without the vacation payout. The retiree who spiked should receive a refund of the 
contributions, with interest at the actuarial rate if applicable.  

Board Response: 
The Board does not contest the findings, the System's Administrator has taken the necessary steps to 
implement the corrective actions recommended and has implemented protocols and procedures to 
ensure similar errors and oversights will not occur in the future. 

The accidental disability retiree that received vacation payout of 28 days that was incorrectly included 
in the salary used to calculate the allowance has been adjusted. The Board Administrator adjusted 
the retiree's final year of pay to $86,538.56. The Board Administrator also calculated the retirement 
deductions that should have been returned to this retiree and that amount was used to offset the 
total overpayment to the retiree since their retirement on May 23, 2021. The net total overpayment 
to the retiree was $22,210.71, and this amount includes their pension payment for the month of April 
2024. At the April 25, 2024, Board Meeting, the Board unanimously voted to forgive this amount be 
paid back to the Retirement Board as this over payment was through no fault of their own on the part 
of the retiree. Starting with their May 2024 retirement pension amount, the retiree will receive the 
reduced monthly benefit. The Board Administrator will also be resending this file to PERAC for re-
approval of this benefit. 

The Board and Administrator have reviewed and understand the impact of the findings related to 
payroll deductions and vacation paid out while a member was collecting 111F injury pay. 
Communication with the Fire Department and Police Department will occur to correct their handling 
and pay out of vacation pay while a member collects 111F Injury pay. 

The member that had their regular compensation adjusted when the anti-spiking test was applied, 
has had the retirement deductions, plus applicable interest, refunded to them with their March 2024 
monthly pension benefit. 



EXPLANATION OF FINDINGS AND RECOMMENDATIONS (Continued) 
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Procedures are in place to review payroll records prior to processing a retirement benefit to make 
sure all payroll records are properly handled to allow for only retirement allowed income and any 
anti-spiking violations are handled at the time of retirement and any retirement deductions received 
for payroll that is not allowed will be refunded to the member. 

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 Gardner 
Retirement System was 20.45%. For the ten-year period ending December 31, 2021, the rate of return 
for the investments of the Gardner Retirement System averaged 10.98%. 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 Gardner Retirement System was 9.77%. 

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
PRIT Cash Fund $56,200 0.1%
PRIT Core Fund 79,063,888 99.9%

Grand Total $79,120,088 100.0%

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: John Richard 

Appointed Member: Kevin McInerney Serves until successor is appointed 

Elected Member:  Denise M. Merriam, Chairperson Term Expires: 06/30/2026  

Elected Member: Robert W. Newton Term Expires: 06/30/2026 

Appointed Member: Neil W. Janssens Term Expires: 01/01/2027 

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

https://www.mass.gov/gardner-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 Stone Consulting, Inc. as of 
January 1, 2023.  

The actuarial liability for active members was $32,713,686 
The actuarial liability for inactive members was 1,671,890 
The actuarial liability for retired members was 76,754,247 
The total actuarial liability was  $111,139,823 
System assets as of that date were  69,183,336 
The unfunded actuarial liability was $41,956,487 

The ratio of system’s assets to total actuarial liability was 62.2% 
As of that date the total covered employee payroll was $15,953,023 

The normal cost for employees on that date was   9.6% of payroll 
The normal cost for the employer including administrative expenses was  6.5% of payroll 

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

Investment Return: 7.00% per annum 
Rate of Salary Increase: Based on groups and service 

SCHEDULE OF FUNDING PROGRESS AS OF JANUARY 1, 2023 

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 )

1/1/2023 $69,183,336 $111,139,823 $41,956,487 62.2% $15,953,023 263.0%
1/1/2022 $79,056,572 $107,490,979 $28,434,407 73.5% $15,477,773 183.7%
1/1/2021 $66,938,926 $105,102,407 $38,163,481 63.7% $15,065,058 253.3%
1/1/2020 $60,599,735 $101,441,586 $40,841,851 59.7% $14,357,287 284.5%
1/1/2019 $53,419,536 $100,359,306 $46,939,770 53.2% $13,345,611 351.7%
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SUPPLEMENTARY INFORMATION (Continued)  
 

MEMBERSHIP EXHIBIT 
 

 
 

 
 
 
 
 

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Retirement in Past Years
Superannuation 10 9 11 10 11 15 17 12 20 14

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

Total Retirements 11 9 11 10 12 15 17 12 21 16

Total Retirees, Beneficiaries and 
Survivors 236 238 227 233 236 245 252 259 264 269

Total Active Members 264 264 270 276 281 292 301 311 317 320

Pension Payments
Superannuation $3,247,537 $3,367,035 $3,471,233 $3,550,594 $3,710,570 $3,880,855 $4,135,510 $4,342,940 $4,477,544 $4,657,783

Survivor/Beneficiary Payments 69,210 75,905 79,195 107,787 115,611 151,109 155,248 161,340 180,940 190,129
Ordinary Disability 52,908 54,340 53,304 54,121 55,478 56,852 58,243 59,653 52,020 40,585

Accidental Disability 618,214 662,224 671,678 714,230 717,235 711,314 680,208 678,273 671,407 748,666
Other 372,138 364,905 346,899 313,236 333,059 372,565 329,352 348,436 340,877 407,011

Total Payments for Year $4,360,007 $4,524,409 $4,622,309 $4,739,968 $4,931,953 $5,172,695 $5,358,561 $5,590,642 $5,722,788 $6,044,174
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