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February 3, 2022 

The Public Employee Retirement Administration Commission (PERAC) has completed a review of 
the audits of the Malden Retirement System conducted by the firm of Roselli, Clark & Associates 
Certified Public Accountants (CPAs). Roselli, Clark & Associates 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 Roselli, Clark & Associates. 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 Roselli, Clark & Associates 
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 of investments complied 
with 23B and that management 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 Malden 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 investment procurements and 
recalculated management 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 
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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 Roselli, Clark & Associates 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, 2019, December 31, 2018, December 31, 2017, 
December 31, 2016, and December 31, 2015.  

After field work concluded and prior to the issuance of this audit, PERAC learned of a cyberattack 
incident that occurred after the audit period involving the Board and one of its vendors. At the time 
of this audit’s issuance, the Board and PERAC are in the process of reviewing and addressing the 
matter. 

In closing, I wish to acknowledge the work of Roselli, Clark & Associates who conducted these 
examinations, and the PERAC examiners who conducted limited procedures to supplement the field 
work, and express my appreciation to the Malden Retirement Board and staff for their courtesy and 
cooperation.  

Sincerely, 

John W. Parsons, Esq. 
Executive Director 



 

 
Malden Retirement System Audit Report  3 

 

EXPLANATION OF FINDINGS AND RECOMMENDATIONS 
 
1. Cash Reconciliation: 

• The Treasurer’s office is preparing cash reconciliations for the payroll clearing account and 
accounts payable account. However, due to a high turnover rate in the position of Treasurer, 
they have not been done on a timely basis.   

• At the end of the audit period (December 2019), there were 35 checks that had been 
outstanding for at least six months, going back as far as November 2013. 

• The most recent reconciliation from the Treasurer’s office reviewed during the field work 
(September 2020) had 55 stale dated checks, including the 35 from nine months earlier. This 
reconciliation also had an unexplained variance of approximately $450. 

• The Board administrator also prepares their own bank reconciliations and states that there 
are no stale checks in either of the reconciliations mentioned above as they have been voided. 
However, for internal control purposes the Treasurer is the one with the responsibility of 
preparing the bank reconciliations. The Treasurer was able to reconcile to the general ledger 
balance using the outstanding checks referenced above (with the exception of the $450 in the 
previous bullet).  

 
Recommendation:  The monthly cash reconciliation from the Treasurer’s office should be given to 
the Board members as part of the monthly financial packet. The handling of outstanding checks and 
unreconciled variances should be closely monitored. If checks are being reissued after six months by 
the Retirement Board, then the Treasurer must be informed so that the outstanding check list can be 
updated. 
 
Board Response: 
The bank reconciliations have been completed by the city treasurer and are now current. The 
reconciliations have been presented to the board and approved. As current reconciliations are 
completed by the treasurer, they will be presented at each monthly Board meeting. All stale dated 
checks have been reviewed and voided out by the city treasurer. 
 
2. Active Members: 
Four buyback calculations were reviewed with issues found in all. These include:  

• Not charging interest in the year of the refund for the time period between the refund and 
the end of the year.   

• During payment plans, interest was not adjusted as payments were made by the member. 
Instead it was always based on the starting amount owed. Chapter 32 interest is nearly always 
based on a balance at the end of the prior year. 

• One member bought non-member time covering 1983-1988 and was charged 7% of the 1984 
wages. When purchasing non-member time pursuant to c. 32, §4(2)(c), the contribution rate 
in effect must be used. The 1984 wages should have been multiplied by 8%.   

• Refunded time being re-deposited pursuant to §3 has a one-year period when the calculation 
of the amount owed uses buyback interest before it doubles to actuarial interest. There was 
a Board vote to use buyback interest even if the one year had passed; this happened to one of 
the members reviewed. 

 



 

EXPLANATION OF FINDINGS AND RECOMMENDATIONS 
(Continued) 
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Recommendation:  The members mentioned above need to be corrected; return any 
overpayments and collect any underpayments. Section 20(5)(c)(1) requires the Board to correct 
errors “as far as practicable”. Service purchases for other members should be reviewed for these and 
similar issues and also be corrected. 
 
The Board must revisit its vote regarding interest under §3 as it has no authority to waive this 
statutory provision. 
 
Board Response: 
Member’s make-up and buyback calculations noted above will be reviewed and corrected. Interest 
rate charged on make-up and buyback calculations will use the full actuarial rate as mentioned within 
§3 if applicable. 
 
3. Regular Compensation: 
There are two pay codes currently having retirement contributions withheld that do not qualify as 
regular compensation. 
 
The first code is the police department’s Hazardous Duty pay. This is not regular compensation 
because there is no service associated with it. 
 
The second code is the Senior Captain pay. There is no service associated with this, and since it is 
not included in the portion of the contract that covers longevity pay it is similar to a bonus. 
 
Recommendation:  The payroll department should be instructed to stop withholding deductions 
from these codes. 
 
Board Response: 
Effective in January 2022, deductions for both Hazardous Duty, and Senior Captain pay were 
discontinued. 
 
 
 
 
 
 
 
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, 2019, the rate of return for the investments of the Malden 
Retirement System was 11.76%. For the five-year period ending December 31, 2019, the rate of 
return for the investments of the Malden Retirement System averaged 6.74%. 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 Malden Retirement System was 9.59%. 
 

 

MARKET VALUE

PERCENTAGE 
OF TOTAL 

ASSETS
Cash $5,927,584 2.1%
Fixed Income Securities 109,763,124 38.9%
Equities 166,203,145 59.0%

Grand Total $281,893,853 100.0%

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 consisting of the City Controller 
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:  Charles Ranaghan   
     
Appointed Member: Domenic Fermano Serves until a successor is appointed 
   
Elected Member: Donald Boyce Term Expires: 11/30/23 
 

 
  

Elected Member: Warren Atkinson, Jr., Chairman Term Expires: 11/30/23 
     
Fifth Member: Scott Lucey Term Expires: 9/16/22 

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

https://mass.gov/malden-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 Public Employee Retirement 
Administration Commission as of January 1, 2020.  
 

 

 
 

The normal cost for employees on that date was   8.9% of payroll 
The normal cost for the employer (including expenses) was   9.8% of payroll 

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

Investment Return: 7.15% per annum 
Rate of Salary Increase: Varies by group and service 

 
SCHEDULE OF FUNDING PROGRESS AS OF JANUARY 1, 2020 

  

 

The actuarial liability for active members was $152,976,456
The actuarial liability for vested terminated members was 2,941,614
The actuarial liability for non-vested terminated members was 1,003,352
The actuarial liability for retired members was 212,544,756
The total actuarial liability was  $369,466,178
System assets as of that date were  (actuarial value) 269,239,167
The unfunded actuarial liability was $100,227,011

The ratio of system’s assets to total actuarial liability was 72.9%
As of that date the total covered employee payroll was $45,239,760

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 $269,239,167 $369,466,178 $100,227,011 72.9% $45,239,760 221.5%
1/1/2018 $246,913,976 $342,968,672 $96,054,696 72.0% $42,288,097 227.1%
1/1/2016 $225,649,278 $316,442,031 $90,792,753 71.3% $39,867,546 227.7%
1/1/2014 $197,673,113 $281,122,970 $83,449,857 70.3% $39,954,949 208.9%
1/1/2012 $179,323,781 $255,787,183 $76,463,402 70.1% $37,916,487 201.7%
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SUPPLEMENTARY INFORMATION (Continued)  
 

MEMBERSHIP EXHIBIT 
 

 
 

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Retirement in Past Years

Superannuation 22 29 33 22 31 30 20 29 16 24
Ordinary Disability 1 0 1 0 0 0 1 1 0 0

Accidental Disability 5 2 6 2 9 4 2 0 2 0
Total Retirements 28 31 40 24 40 34 23 30 18 24

Total Retirees, Beneficiaries 
and Survivors 702 679 671 698 677 717 675 672 666 696

Total Active Members 807 812 810 824 795 798 746 783 816 846

Pension Payments
Superannuation $7,888,330 $8,473,670 $8,674,769 $9,263,203 $9,824,679 $10,544,635 $10,989,615 $11,433,633 $11,700,849 $12,123,108

Survivor/Beneficiary Payments 823,922 855,684 902,363 993,568 978,276 $1,071,281 $1,081,680 $1,064,757 $986,095 1,023,606
Ordinary Disability 179,822 173,775 161,105 162,619 147,499 $164,279 $166,658 $165,689 $165,603 168,963

Accidental Disability 2,766,173 2,845,412 2,801,923 2,815,979 3,065,194 $3,233,209 $3,336,436 $3,275,201 $3,277,452 3,275,375
Other 1,210,933 1,268,855 1,296,141 1,270,292 1,374,200 1,396,455 1,390,755 1,543,973 1,722,727 1,922,812

Total Payments for Year $12,869,180 $13,617,396 $13,836,300 $14,505,660 $15,389,849 $16,409,859 $16,965,143 $17,483,253 $17,852,726 $18,513,864
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