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September 2, 2025

The Public Employee Retirement Administration Commission (PERAC) has completed a review of the
audits of the Lowell Retirement System conducted by the firm Powers & Sullivan, LLC, Certified
Public Accountants (P&S). The audits covered the period from January 1, 2018, to December 31,
2022 P&S was subsequently acquired by the firm Marcum LLP, which was then acquired by the firm
CBIZ, Inc.

We conducted an inspection of the work papers prepared by P&S. 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 P&S 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 Lowell 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
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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 P&S 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, 2022, December 31, 2021, December 31, 2020,
December 31, 2019, and December 31, 2018.

In closing, | wish to acknowledge the work of Powers & Sullivan, LLC who conducted these
examinations, and the PERAC examiners who conducted limited procedures to supplement the field

work and express my appreciation to the Lowell Retirement Board and staff for their courtesy and
cooperation.

Sincerely,

L/

William T. Keefe.
Executive Director



EXPLANATION OF FINDINGS AND RECOMMENDATIONS

1. New Retirees’ Allowance Calculations:

We tested the retirement allowance calculations of 19 new retirees during the audit period and found
seven allowances with issues. The following three retirees were superannuation retirements.

e One member had average compensation understated by approximately $2,800 due to an
incorrect 3-year period being used.

e Two members had understated average salaries due to how the board handled the time that
they were collecting workers’ compensation. Chapter, 32 §5(3)(b) states that “the rate in
effect for him immediately preceding any period of his absence without compensation shall
be used as the rate for such period of absence”, which the Board did not apply.

The following four retirees were accidental disability retirements.

e One member had their salary understated by approximately $1,000 because not a full 52
weeks of compensation was included.

e One member received a retroactive salary payment several months after the approval of the
retirement, but the benefit was not recalculated.

e Two members had an overstated salary because a full retroactive payment was included when
only part of it related to the one-year period.

Recommendation: The Retirement Board should recalculate the above noted retirement allowances.
When calculating any amounts owed on allowances, interest must be applied.

Board Response:

The Lowell Retirement Board's staff have made the corrections and re-submitted these calculations
for approval. The allowances will be adjusted once the approvals have been received and any
overpayments will be addressed by the Board after the retirees have been notified.

2. Fifth Board Member Appointments:

The Board did not follow procedures set forth in the PERAC Memo #28/2017 to appoint the Fifth
Board member in 2018, 2021 and 2024. The Board did not post the opening or interview candidates
in these years.

Recommendation: The Board must follow PERAC Memo #28/2017 for the proper procedures to
appoint the Fifth Board member.

Board Response:

The Board understands PERAC's position regarding the appointment of the 5" member, but it
respectfully disagrees with it. The Board has conferred with its counsel, who points out that the only
statutory requirements for appointing the Board’s 5" member is set forth in M.G.L. c. 32, § 20(4)(b),
which states that the 5" member (1) shall not be an employee a retiree, or official of the
governmental unit and (2) shall be chosen by the other four members for a three-year term. The
Board is also aware that pursuant to M.G.L. c. 32, § 20(4 7/8E), the 5" member cannot be an
employee, contractor, vendor or person receiving remuneration, financial benefit or consideration of
any kind, other than a retirement benefit or the statutory stipend for serving on the retirement board,
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EXPLANATION OF FINDINGS AND RECOMMENDATIONS
(Continued)

from a retirement board or from a person doing business with a retirement board unless that person
became a board member prior to April 2, 2012. Board Counsel also pointed out that M.G.L c. 32 §
23B, which sets for the procurement process for selecting investment, actuarial, legal and accounting
services, does not require an interview process. The Board’s only fiduciary duty as defined in M.G.L.
c. 32, § 1 pertains to the investment of retirement system funds as set forth in M.G.L. c. 32 § 23(3),
and to the extent the Board has any general fiduciary duty, it is to comply with the retirement law,
related laws, regulatory provisions, administrative and court decisions to which the Board is a party
and binding appellate decisions. Since the Board's process in appointing its 5" member has not
violated any statute or regulatory provision, or any appellate court interpretation thereof, or any
binding administrative or lower court decision, the Board does not believe that PERAC's view as to
what constitutes best or preferred practices in appointing a 5™ member, which are not codified in
statute or regulation, should be an audit finding.

PERAC Response:

Likewise, PERAC respectfully disagrees and holds the position that conducting an open, transparent
and competitive process to assure system membership that a diligent effort was made to attract
candidates and select a fifth member is part of the board’s fiduciary duty. This position was explained
in Memorandum #28 of 2017 which was upheld by the Division of Administrative Law Appeals in
Watertown Retirement Board v. Perac, CR-19-0013 (August 28, 2020). That case was not appealed
and is therefore a final decision of CRAB. DALA determined that PERAC’s memo and the guidance
that boards must solicit resumes and interview qualified candidates was not arbitrary and that
retirement boards were bound by Memo 28/2017. A prior ruling in Grimes v. Malden Retirement
Board & PERAC, CR-15-1 (2016) stated that boards are bound by PERAC memos subject to appeal by
an aggrieved party.

FINAL DETERMINATION:
PERAC Audit staff will follow up in six (6) months to ensure appropriate actions have been taken
regarding all findings.

Lowell Retirement System Audit Report 4



SUPPLEMENTARY INFORMATION

SCHEDULE OF ALLOCATION OF INVESTMENTS OWNED

(percentages by category)

AS OF DECEMBER 31, 2022

PERCENTAGE
OF TOTAL
MARKET VALUE ASSETS

Cash $11,807,120 2.4%
Pooled Alternative Investment Funds 22,361 0.0%
PRIT Cash Fund 1,007,346 0.2%
PRIT Core Fund 469,756,789 97.3%
Grand Total $482,593,615 100.0%

For the year ending December 31, 2022, the rate of return for the investments of the Lowell
Retirement System was -10.80%. For the ten-year period ending December 31, 2022, the rate of
return for the investments of the Lowell Retirement System averaged 8.06%. For the 38-year period
ending December 31, 2022, since PERAC began evaluating the returns of the retirement systems, the

rate of return on the investments of the Lowell Retirement System was 8.87%.

The composite rate of return for all retirement systems for the year ending December 31, 2022 was
-10.84%. For the ten-year period ending December 31, 2022, the composite rate of return for the
investments of all retirement systems averaged 8.18%. For the 38-year period ending December 31,
2022, since PERAC began evaluating the returns of the retirement systems, the composite rate of

return on the investments of all retirement systems averaged 8.99%.
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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: Kelly Oakes

Appointed Member:  David R. Keene Serves until successor is appointed

Elected Member: William J. Desrosiers, Chairperson Term Expires: 8/3/2028
Elected Member: Robert W. Littlefield Term Expires: 12/13/2026
Appointed Member:  Michael M. Brennan Term Expires: 4/25/2027

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 Lowell Retirement Board has adopted Regulations which are available on the PERAC website at
https://mass.gov/lowell-retirement-board-regulations.
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MEMBERSHIP EXHIBIT

SUPPLEMENTARY INFORMATION (Continued)

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Retirement in Past Years
Superannuation 56 53 61 55 48 64 58 65 77 51
Ordinary Disability 2 2 0 1 1 1 0 0 0 1
Accidental Disability 0 3 7 5 7 2 1 1 1 3
Total Retirements 58 58 68 61 56 67 59 66 78 55
Total Retirees, Beneficiaries
and Survivors 1,166 1,176 1,201 1,219 1,222 1,248 1,294 1,316 1,356 1,373
Total Active Members 1,712 1,789 1,804 1,822 1,797 1,841 1,928 1,923 1,980 2,176
Pension Payments
Superannuation| $16,676,329 | $17,785,402 | $18,638,934 | $19,611,191 | $20,430,938 | $21,268,399 | $22,719,216 | $23,604,448 | $25,468,204 | $26,624,177
Survivor/Beneficiary Payments 1,698,049 1,642,746 1,622,886 1,744,385 1,742,835 1,841,692 1,944,941 2,067,395 2,188,099 2,217,793
Ordinary Disability 232,781 304,756 240,727 235,176 260,867 347,721 356,551 346,403 339,624 353,949
Accidental Disability 6,326,898 6,453,211 6,711,884 6,759,111 7,050,105 7,342,961 7,142,272 7,249,318 7,083,205 6,912,344
Other 2,295,765 2,232,732 2,735,094 2,588,226 3,259,193 3,031,901 3,289,276 3,122,033 2,924,704 3,228,990
Total Payments for Year| $27,229,822 $28,418,848 $29,949,525 $30,938,090 $32,743,938 $33,832,674 $35,452,256 $36,389,597 $38,003,836 $39,337,254
Lowell Retirement System Audit Report 7 7
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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 resources, total covered
payroll, total pension expense and contributions for the total of all participating entities for the Lowell Contributory
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 Lowell Contributory Retirement System as of and for the year ended December 31,
2019, and our report thereon, dated October 1, 2020, expressed an unmodified opinion on those financial
statements.

Restriction on Use

This report is intended solely for the information and use of the Lowell Contributory Retirement System

management, the Lowell Contributory Retirement System employers and their auditors and is not intended to be
and should not be used by anyone other than these specified parties.

Rrwera + Dbl | LiC

October 1, 2020
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