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The Public Employee Retirement Administration Commission (PERAC) has completed a review of
the audits of the Massachusetts Port Authority Employees' (MassPort) Retirement System
conducted by the firm of KPMG LLP, Certified Public Accountants (KPMG). KPMG 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 |, 2016, to
December 31, 2020.

We conducted an inspection of the work papers prepared by KPMG. 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 fieldwork conducted in the audits by KPMG 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: |) 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 MassPort 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.

We commend MassPort 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 KPMG 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, | wish to acknowledge the work of KPMG LLP who conducted these examinations, and

the PERAC examiners who conducted limited procedures to supplement the field work and express
my appreciation to the MassPort Retirement Board and staff for their courtesy and cooperation.

Sin/ceqely
/
% o

ohn Vérsons, Esq.

Executive Director




SUPPLEMENTARY INFORMATION

SCHEDULE OF ALLOCATION OF INVESTMENTS OWNED

(percentages by category)

AS OF DECEMBER 31, 2020
PERCENTAGE

OF TOTAL

MARKET VALUE ASSETS
Cash $799,771 0.1%
E quities 15,638,311 1.9%
Pooled Domestic Equity Funds 218,759,215 27.0%
Pooled Intemational E quity Funds 238,368,260 29.4%
Pooled Domestic Fixed Income Funds 221,214,524 27.3%
Pooled Alternative Investment Funds 63,494,333 7.8%
Pooled Real Estate Funds 52,881,130 6.5%
Grand Total $811,155,544 100.0%

For the year ending December 31, 2020, the rate of return for the investments of the Massachusetts
Port Authority Employees' Retirement System was 16.78%. For the five-year period ending December
31, 2020, the rate of return for the investments of the Massachusetts Port Authority Employees'
Retirement System averaged | 1.21%. 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
Massachusetts Port Authority Employees' Retirement System was 9.24%.

The composite rate of return for all retirement systems for the year ending December 31, 2020 was
12.80%. 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 9.31%.
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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 Secretary-
Treasurer of MassPort 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 P. Pranckevicius

Appointed Member:  Michael A. Grieco Serves until a successor is appointed
Elected Member: Betsy Taylor Term Expires: 1/10/2026
Elected Member: Jon Turco Term Expires: 1/10/2026
Appointed Member:  James S. Hoyte, Chairperson Term Expires: 1/27/2024

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 the 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 $3,000,000 with a
$100,000 deductible issued through Hartford Fire Insurance Company.

BOARD REGULATIONS

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

Massachusetts Port Authority Employees' Retirement System Audit Report 4
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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, 2022.

The total actuarial liability was * $890,344,117
System assets as of that date were (actuarial value) 815,123,599
The unfunded actuarial liability was * $75,220,518
The ratio of system’s assets to total actuarial liability was 91.6%
As of that date the total covered employee payroll was $107,625,335

9.88% of payroll
[.15% of payroll

The normal cost for employees on that date was
The normal cost for the employer (including expenses) was

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

6.75% per annum
4.25% per annum

Investment Return:
Rate of Salary Increase:

SCHEDULE OF FUNDING PROGRESS AS OF JANUARY |, 2022

Actuarial Actuarial Unfunded UAAL as a
Actuarial Value of Accrued AAL Funded Covered % of
Valuation Assets Liability (UAAL) Ratio Payroll Cov. Payroll
Date (a) (b) (b-a) (a/b) (c) ((b-a)lc)
1/1/2022 $815,123,599 $890,344,117 $75,220,518 | 91.6% $107,625,335 69.9%
1/1/2021 $744,137,258 $781,431,022 $37,293,764 | 95.2% $121,713,779 30.6%
1/1/2020 $681,448,719 $727,919,961 $46,471,242 | 93.6% $123,193,742 37.7%
1/1/2019 $645,818,828 $677,247,590 $31,428,762 | 95.4% $114,017,778 27.6%
1/1/2018 $623,436,483 $671,450,058 $48,013,575 | 92.8% $110,221,357 43.6%

* Calculated using the Frozen entry Age Cost Method basis. The funding method does
not explicitly calculate an actuarial accrued liability. The actuarial accrued liability is
calculated as the sum of the frozen initial unfunded liability plus the actual value of

assets.

Massachusetts Port Authority Employees' Retirement System Audit Report



MEMBERSHIP EXHIBIT

SUPPLEMENTARY INFORMATION (Continued)

2011

2012

2013

2014 2015 2016 2017 2018 2019 2020
Retirementin Past Years
Superannuation 51 31 34 39 40 40 59 44 28 83
Ordinary Disability 0 | | 0 0 | 0 2 0 0
Accidental Disability | 0 4 0 3 | | 2 | 0
Total Retirements 52 32 39 39 43 42 60 48 29 83
Total Retirees, Beneficiaries
and Survivors 630 655 686 698 749 779 779 884 872 930
Total Active Members 1,194 1,130 1,161 1,191 1,245 1,268 1,288 1,304 1,348 1,263
Pension Payments
Superannuation|$12,875,081 |$14,048,139 ($14,938,845 |$15,881,245 |$17,084,550 | $18,315,064 | $20,138,457 | $21,932,761 | $23,156,611 | $23,878,659
Survivor/Beneficiary Payments 1,594,931 1,770,145 1,916,187 2,006,878 2,164,704 2,268,580 2,330,781 2,394,483 2,543,179 2,794,428
Ordinary Disability 144,152 139,922 138,631 141,323 143,933 181,881 165,329 214,867 223,773 226,947
Accidental Disability 1,609,131 1,677,194 1,863,612 1,885,632 1,972,501 2,073,312 2,085,320 2,053,354 2,083,610 2,036,972
Other 259,714 296,073 328,375 346,291 413,617 550,830 641,629 628,293 678,270 600,727
Total Payments for Year|$16,483,009 |$17,931,473 ($19,185,649 |$20,261,369 |$21,779,305 | $23,389,667 | $25,361,515 | $27,223,757 | $28,685,443 | $29,537,732
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SUPPLEMENTARY INFORMATION (Continued)

LEASED PREMISES

The MassPort Retirement Board leases space for its offices located at Suite 102, One Harborside Drive
in East Boston. They signed an initial five-year lease which expired on May 31, 2019. The lease was
extended commencing June |, 2019 and ending May 31, 2024. The landlord is the Massachusetts Port
Authority.

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 $ 294,734
2022 303,169
2023 311,956
2024 through May 132,813
Total future minimum lease payments required 1,042,672
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Other Matters
Required Supplementary Information

U.S. generally accepted accounting principles require that the management’s discussion and analysis on
pages 3 through 9 and the supplementary schedules of changes in net pension (asset) liability and related
ratios, investment returns, contributions and notes to the schedule of contributions on pages 25 through 28 be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic 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 basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. Ve 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.

Supplementary and Other Information

Our audits were conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Plan’s basic financial statements. The schedules of administrative expenses and investment
expenses and payments to consultants on pages 29 and 30 are presented for purposes of additional analysis
and are not a required part of the basic financial statements.

The schedules of administrative expenses and investment expenses and payments to consultants are the
responsibility of management and were derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the schedules of administrative expenses and investment expenses and payments to consultants are
fairly stated in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 21, 2021 on
our consideration of the Plan’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and other matters. The purpose of that report is solely 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 effectiveness of the Plan's 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 Plan’s internal control over financial reporting and
compliance.

KPMa LIP

Boston, Massachusetts
April 21, 2021
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Other Matters
Required Supplementary Information

U.8. generally accepted accounting principles require that the management’s discussion and analysis on
pages 3 through 9 and the supplementary schedules of changes in net pension liability and related ratios,
investment returns, contributions and notes to the schedule of contributions on pages 26 through 29 be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. Ve 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 basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. Ve 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.

Supplementary and Other Information

Our audits were conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Plan’s basic financial statements. The schedules of administrative expenses and investment
expenses and payments to consultants on pages 30 and 31 are presented for purposes of additional analysis
and are not a required part of the basic financial statements.

The schedules of administrative expenses and investment expenses and payments to consultants are the
responsibility of management and were derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the schedules of administrative expenses and investment expenses and payments to consultants are
fairly stated in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 17, 2020 on
our consideration of the Plan’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and other matters. The purpose of that report is solely 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 effectiveness of the Plan’s 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 Plan’s internal control over financial reporting and
compliance.

KPMe P

Boston, Massachusetts
April 17, 2020
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Other Matters
Required Supplementary Information

U.S. generally accepted accounting principles require that the management’s discussion and analysis on
pages 3 through 9 and the supplementary schedules of changes in net pension liability and related ratios,
investment returns, contributions and notes to the schedule of contributions on pages 25 through 28 be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic 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 basic financial statements, and
other knowledge we obtained during our audit of the basic 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 Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Plarn’s basic financial statements. The schedules of administrative expenses and investment
expenses and payments to consultants on pages 29 and 30 are presented for purpeoses of additional analysis
and are not a required part of the basic financial statements.

The schedules of administrative expenses and investment expenses and payments to consultants are the
responsibility of management and were derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the schedules of administrative expenses and investment expenses and payments to consultants are
fairly stated in all material respects in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 22, 2019 on
our consideration of the Plan’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, 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 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
Plan’s internal control over financial reporting and compliance.

KPMe LI

Boston, Massachusetts
April 22, 2019
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Emphasis of Matters
Adaption of New Accounting Pronouncement

As discussed in note 3(i) to the financial statements, in 2016, the Plan adopted Governmental Accounting
Standards Board (GASB) Statement No. 72, Fair Value Measurement and Application. Our opinion is not
modified with respect to this matter.

Other Matters
Required Supplementary Information

U.S. generally accepted accounting principles require that the Management’s Discussion and Analysis on
pages 3 through 10 and the supplementary schedules of changes in net pension liability and related ratios,
investment returns, contributions and notes to the schedule of contributions on pages 27 through 30 be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic 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 basic financial statements, and
other knowledge we obtained during our audit of the basic 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 Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the Plan’s basic financial statements. The
schedules of administrative expenses and investment expenses and payments to consultants on pages 31 and
32 are presented for purposes of additional analysis and are not a required part of the basic financial
statements.

The schedules of administrative expenses and investment expenses and payments to consultants are the
responsibility of management and were derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the schedules of administrative expenses and investment expenses and payments to consultants are
fairly stated in all material respects in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 26, 2017 on
our consideration of the Plan’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and 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 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 Plan’s internal control over financial reporting and compliance.

KPMe LLP

Boston, Massachusetts
April 26, 2017
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