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The Public Employee Retirement Administration Commission (PERAC) has completed a review of 
the audits of the Marlborough Retirement System conducted by the firm of Roselli, Clark & 
Associates, Certified Public Accountants (RCA). RCA 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, 2016 to December 31, 2020.  

We conducted an inspection of the work papers prepared by RCA. 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 RCA 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 Marlborough 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 RCA 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, 2020, December 31, 2019, December 31, 2018, 
December 31, 2017, and December 31, 2016.  

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 Marlborough Retirement Board and staff for their courtesy 
and cooperation.  

Sincerely, 

John W. Parsons, Esq. 
Executive Director 
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EXPLANATION OF FINDINGS AND RECOMMENDATIONS 

1. Regular Compensation:
Our testing found that retirement deductions were not taken from pay code 729 SBET (Special) 
Education Stipend or pay code 950 Retroactive payments made to members of the School 
Department.   

We also noted that retirement deductions were not taken from pay code 710 After School Programs. 
Further investigation found that five out of eight employees working in After School Programs are 
regularly scheduled.    

Recommendation: Stipends paid for working in Special Education Programs ought to be included 
in regular compensation and retirement deductions should have been taken.  Retroactive payments 
should be reviewed to determine if they are related to regular compensation and if so, then deductions 
must be taken.  Those working in the Special Education and After School Programs with “pre-
determined, non-discretionary, and guaranteed payments” should have deductions taken on this pay.  

MRB needs to review these pay codes and have the School Department set up different codes for 
after school pay, one pensionable and one not pensionable. The Board should review members 
identified in the testing with the School Department and make any necessary corrections.   

Board Response: 
The Board has reviewed all pay codes with the member units. New pay codes have been established 
for after school programs and special education stipends that will include retirement withholdings for 
all eligible members.  

2. Annual Investment Manager Reviews:
We read the Board meeting minutes from January 2016 through March 2022 and did not find any 
annual due diligence meetings with the investment managers, in accordance with 840 CMR 16.07(2), 
during this period. 

Recommendation:  MRB must meet with their investment managers at least on an annual basis. 
These meetings need to be documented in the minutes.   

Board Response: 
The Board is in the process of scheduling annual meetings with their investment managers. These 
meetings will be properly recorded in the meeting minutes.  

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, 2020, the rate of return for the investments of the Marlborough 
Retirement System was 14.98%. For the five-year period ending December 31, 2020, the rate of 
return for the investments of the Marlborough Retirement System averaged 9.77%. For the 36-year 
period ending December 31, 2020, since PERAC began evaluating the returns of the retirement 
systems, the rate of return on the investments of the Marlborough Retirement System was 8.51%. 
 
The composite rate of return for all retirement systems for the year ending December 31, 2020 was 
12.82%. For the five-year period ending December 31, 2020, the composite rate of return for the 
investments of all retirement systems averaged 10.38%. For the 36-year period ending              
December 31, 2020, since PERAC began evaluating the returns of the retirement systems, the 
composite rate of return on the investments of all retirement systems averaged 9.32%. 
 

MARKET VALUE

PERCENTAGE 
OF TOTAL 

ASSETS
Cash $2,283,197 1.1%
Equities 27,771,271 13.1%
Pooled Domestic Equity Funds 56,654,292 26.7%
Pooled International Equity Funds 40,848,370 19.3%
Pooled Domestic Fixed Income Funds 62,581,375 29.5%
Pooled International Fixed Income Funds 5,928,109 2.8%
Pooled Alternative Investment Funds 8,989,306 4.2%
Pooled Real Estate Funds 6,975,593 3.3%

Grand Total $212,031,513 100.0%

AS OF DECEMBER 31, 2020
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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:  Diane M. Smith   
     
Appointed Member: Daniel J. Stanhope Serves until a successor is appointed 
   
Elected Member: William S. Taylor Term Expires: 12/31/2023 
 

 
  

Elected Member: Gregory P. Brewster, Chairperson Term Expires: 11/17/2023 
     
Appointed Member: Robert K. Gustafson Term Expires: 1/31/2024 

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

https://mass.gov/marlborough-retirement-board-regulations


Marlborough Retirement System Audit Report 6 

SUPPLEMENTARY INFORMATION (Continued) 

ACTUARIAL VALUATION AND ASSUMPTIONS 

The most recent actuarial valuation of the System was prepared by Sherman Actuarial Services as of 
January 1, 2021.  

The normal cost for employees on that date was   9.0% of payroll 
The normal cost for the employer (including expenses) was   3.1% of payroll 

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

Investment Return: 7.50% per annum 
Rate of Salary Increase: 3.75% per annum 

SCHEDULE OF FUNDING PROGRESS AS OF JANUARY 1, 2021 

The actuarial liability for active members was $102,745,875
The actuarial liability for non-vested terminated members was 2,643,327
The actuarial liability for retired members was 146,382,858
The total actuarial liability was  $251,772,060
System assets as of that date were  (actuarial value) 198,863,212
The unfunded actuarial liability was $52,908,848

The ratio of system’s assets to total actuarial liability was 79.0%
As of that date the total covered employee payroll was $38,068,187

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 )

1/1/2021 $198,863,212 $251,772,060 $52,908,848 79.0% $38,068,187 139.0%
1/1/2019 $175,456,238 $233,863,309 $58,407,071 75.0% $35,950,698 162.5%
1/1/2017 $153,613,129 $200,936,067 $47,322,938 76.4% $32,561,714 145.3%
1/1/2015 $144,721,256 $204,799,867 $60,078,611 70.7% $33,257,157 180.6%
1/1/2013 $119,783,323 $180,896,754 $61,113,431 66.2% $31,830,126 192.0%
1/1/2011 $109,779,783 $160,425,169 $50,645,386 68.4% $30,462,000 166.3%
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SUPPLEMENTARY INFORMATION (Continued) 

MEMBERSHIP EXHIBIT 

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Retirement in Past Years
Superannuation 16 16 7 26 27 36 25 18 24 19

Ordinary Disability 0 0 0 1 1 0 0 0 0 0

Accidental Disability 1 3 1 4 2 0 0 2 1 0

Total Retirements 17 19 8 31 30 36 25 20 25 19

Total Retirees, Beneficiaries 
and Survivors 343 349 346 368 385 410 421 432 444 453

Total Active Members 677 712 693 685 657 633 660 688 679 650

Pension Payments
Superannuation $5,376,543 $5,709,790 $5,860,641 $6,253,636 $6,807,922 $7,403,072 $8,147,770 $8,424,249 $9,019,160 $9,217,434

Survivor/Beneficiary Payments 414,809 421,255 449,498 437,367 445,729 455,936 520,586 555,230 554,189 559,731

Ordinary Disability 100,710 102,150 82,010 103,261 118,970 118,837 105,016 89,482 84,642 85,362

Accidental Disability 1,210,555 1,178,575 1,179,726 1,314,041 1,396,885 1,255,922 1,257,196 1,341,987 1,344,164 1,739,620
Other 521,362 525,278 728,287 625,882 634,435 779,489 969,969 1,459,568 980,600 925,219

Total Payments for Year $7,623,979 $7,937,048 $8,300,163 $8,734,188 $9,403,942 $10,013,256 $11,000,536 $11,870,516 $11,982,756 $12,527,367
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SUPPLEMENTARY INFORMATION (Continued)  
 

LEASED PREMISES 
 
The Marlborough Retirement Board leases space for its offices located at 289 Elm Street, Unit 111 in 
Marlborough. They signed an initial one-year lease which expired on September 30, 2019. The first 
amendment extended the lease for three years from October 1, 2019 through September 30, 2022.  
The second amendment to extend the lease for three years ending September 30, 2025 was signed 
June 28, 2022. The landlord is Sandra and Anthony Antico Real Estate, LLC.  
 
The following schedule displays the minimum lease obligations on non-cancelable operating leases 
as of December 31, 2020: 
 
For the year ending:                     Annual Rent                       
2021                                $24,300 
2022                                      25,500 
2023                                      26,700 
2024                                      27,900 
2025 (9 months)                             21,600 
      
Total future minimum lease payments required     $126,000 
 
A security deposit and last month’s rent of $4,200 total has been paid to the landlord.  An 
additional $600 will be paid for the second amendment. 
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