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November 6, 2020 

The Public Employee Retirement Administration Commission (PERAC) has completed a review of 
the audits of the Middlesex County Retirement System (MCRS) conducted by the firm of Powers & 
Sullivan, LLC, Certified Public Accountants. Powers & Sullivan 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, 2014 to December 31, 2018.  

We conducted an inspection of the work papers prepared by Powers & Sullivan. 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 Powers & Sullivan 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 and debit card 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 Middlesex County 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 and debit card 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 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.  
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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 Powers & Sullivan and the tests conducted for the periods referenced in their 
opinions. 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, 2018, December 31, 2017, December 31, 2016, 
December 31, 2015 and December 31, 2014.  

In closing, I wish to acknowledge the work of Powers & Sullivan, who conducted these examinations, 
PERAC examiners, Carol Poladian, Karen Casper and Junior Yanga, who conducted limited 
procedures to supplement the field work, and express my appreciation to the Middlesex County 
Retirement Board and staff for their courtesy and cooperation.  

Sincerely, 

John W. Parsons, Esq. 
Executive Director 
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EXPLANATION OF FINDING AND RECOMMENDATION 
 
 
 
Board Expenses: 
The Middlesex Retirement Board has a regulation stating “The Board is authorized to establish one 
debit card account for use by MCRS staff to facilitate arrangements for travel, lodging and related 
matters.” 
 
We noted use of the debit card for items which were not directly related to Board travel but are 
allowable as Board expenses. These included recurring transactions for software fees, subscriptions, 
postage and Board meeting expenditures. 
 
Recommendation:  Pursuant to the Board’s own regulation, the debit card should only be used for 
travel-related items. The recurring items mentioned should be paid by check.  
 
Board Response: 
The Board’s Supplementary Travel Regulation has been subsequently amended and approved by 
PERAC, so as to allow for a broader use of the debit card for payment of allowable Board expenses. 
 
PERAC Response: 
We commend the Board for acting to remedy this finding in a timely manner. We note that expenses 
under the new Middlesex regulation must adhere to the limitations contained in 840 CMR 2.11(2).  
 
 
 

 
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, 2018, the rate of return for the investments of the Middlesex 
County Retirement System was -1.51%. For the five-year period ending December 31, 2018, the rate 
of return for the investments of the Middlesex County Retirement System averaged 6.14%. For the 
34-year period ending December 31, 2018, since PERAC began evaluating the returns of the 
retirement systems, the rate of return on the investments of the Middlesex County Retirement 
System was 8.24%. 
 
The composite rate of return for all retirement systems for the year ending December 31, 2018 was 
-2.25%. For the five-year period ending December 31, 2018, the composite rate of return for the 
investments of all retirement systems averaged 6.22%. For the 34-year period ending                
December 31, 2018, since PERAC began evaluating the returns of the retirement systems, the 
composite rate of return on the investments of all retirement systems averaged 9.00%. 

MARKET VALUE

PERCENTAGE 
OF TOTAL 

ASSETS
Cash $39,515,665 3.0%
Pooled Alternative Investment Funds 4,786,462 0.4%
Pooled Real Estate Funds 2,332,569 0.2%
PRIT Core Fund 1,290,918,214 96.5%

Grand Total $1,337,552,910 100.0%

AS OF DECEMBER 31, 2018
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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 Chairman who 
shall be selected by the other four board members, a second member appointed by the Advisory 
Council, 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.  
  
Chairman:  Thomas F. Gibson, Esq.  Term Expires: 12/31/20 
    
Appointed Member: Brian P. Curtin Term Expires:      12/31/21  
   
Elected Member: Joseph W. Kearns Term Expires: 12/31/22 
    
Elected Member: John Brown Term Expires: 12/31/20 
     
Appointed Member: Robert W. Healy Term Expires: 12/17/20 

  
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 National Union Fire Insurance Company. The system also has 
Fiduciary coverage to a limit of $10,000,000 under a blanket policy issued through Markel American 
Insurance Company. 
 
BOARD REGULATIONS 
 
The Middlesex County Retirement System has adopted Supplemental Regulations which are available 
on the PERAC website at https://www.mass.gov/middlesex-county-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 Segal Consulting as of              
January 1, 2018.  
 
 

 
 
 

The normal cost for employees on that date was  10.09% of payroll  
The normal cost for the employer including administrative expense was    4.99% of payroll 
 
 

 

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

Investment Return: 7.50% per annum 
Rate of Salary Increase: Varies by group and service  

 
SCHEDULE OF FUNDING PROGRESS AS OF JANUARY 1, 2018 

 

 
 

* Beginning with 1/1/2016 valuation, we used total payroll as the covered payroll. 
   

The actuarial liability for active members was $1,329,121,646
The actuarial liability for inactive members was 50,868,615
The actuarial liability for retired members was 1,417,545,709
The total actuarial liability was  $2,797,535,970
System assets as of that date were  (actuarial value) 1,339,085,622
The unfunded actuarial liability was $1,458,450,348

The ratio of system’s assets to total actuarial liability was 47.9%
As of that date the total covered employee payroll was $451,777,105

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 )

1/1/2018 $1,339,085,622 $2,797,535,970 $1,458,450,348 47.9% $471,115,185 309.6%
1/1/2016 $1,141,122,663 $2,492,161,766 $1,351,039,103 45.8% $439,644,322 307.3%
1/1/2014 $967,146,018 $2,195,732,452 $1,228,586,434 44.0% $415,752,810 295.5%
1/1/2012 $862,323,395 $1,974,144,909 $1,111,821,514 43.7% $393,100,995 282.8%
1/1/2010 $819,987,914 $1,743,581,707 $923,593,793 47.0% $384,933,571 239.9%



 

Middlesex County Retirement System Audit Report                                  7 

SUPPLEMENTARY INFORMATION (Continued)  
 

 

MEMBERSHIP EXHIBIT 
 

 
 
 

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Retirement in Past Years
S uperannuation 186 245 241 230 223 295 289 268 294 327

Ordinary Dis ability 2 3 3 2 3 1 0 1 2 1
Accidenta l Dis ability 12 6 12 7 3 12 6 8 6 5
Total Retirements 200 254 256 239 229 308 295 277 302 333

Tota l Retirees , Benefic iaries  and S urvivors 4,828 4,906 4,986 5,007 5,036 5,267 5,288 5,394 5,497 5,677

Tota l Active Members 10,285 10,240 10,413 10,413 10,531 10,224 10,306 9,997 9,283 9,142

Pension Payments
S uperannuation $58,987,084 $62,342,806 $65,774,890 $69,897,633 $73,681,311 $75,978,373 $86,762,912 $90,372,428 $94,423,315 $99,461,542

S urvivor/Benefic iary P ayments 3,643,807 3,826,054 4,649,886 4,818,894 3,913,983 4,154,980 2,020,209 5,023,927 4,946,105 5,119,154
Ordinary Dis ability 1,258,246 1,277,373 1,186,655 1,212,320 1,165,873 1,377,095 1,381,443 1,072,875 1,110,977 1,130,516

Accidenta l Dis ability 10,867,227 11,118,427 11,481,590 11,860,911 12,081,011 13,934,194 14,790,305 12,858,584 13,247,123 13,409,632
Other 15,015,374 6,855,248 6,678,717 10,725,434 12,092,856 10,116,822 10,251,686 14,857,779 13,941,224 16,220,421

Total Payments for Year $89,771,738 $85,419,907 $89,771,738 $98,515,192 $102,935,035 $105,561,463 $115,206,556 $124,185,592 $127,668,745 $135,341,266
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PHILIP Y. BROWN, ESQ., Chairman JOHN W. PARSONS, ESQ., Executive Director 

Auditor SUZANNE M. BUMP \ KATHLEEN M. FALLON \ KATE'FITZPATRICK \ JAMES M. MACHADO \ RICHARD MACKINNON, JR. \ JENNIFER F. SULLIVAN 

Thomas F. Gibson, Esq., Chairperson 
Middlesex County Retirement Board 
P.O. Box 160 
25 Linnell Circle 
Billerica, MA O 1865 

December I , 2021 

REFERENCE: Report of the Examination of the Middlesex County Retirement Board for the 
five-year period from January I, 2914 through December 3 I, _2018. 

Dear Chairperson Gibs.on: 

The Public Employee Retirement Administration Commission has completed a foliow-up review 
of the finding and recommendation contained in its audit report of the Middlesex County 
Retirement Board for the period referenced above. We conduct these visits as a regular part of 
the oversight process to ensure the•timely"implementation of the recommendation contained in 
that report. The examination also addressed the other matters discussed at the completion of 
the audit. The results are as follows: · · 

The Audit Report cited a finding that the board debit card was used for expenses not . 
. directly related to board travel. 

Follow-up Result: The Board has a new PERAC-approved regulation which allows for non­
travel use of the debit card. The debit card usage for several months was reviewed for compliance 
with both this new regulation and 840 CMR 2.1 I. All charges made were acceptable. This issue 
is resolved. 

The additional matters discussed have been reviewed and have been resolved. 

The Commission wishes to acknowledge the effort demons a d y the staff of the Middlesex 
County Retirement Board to correct the issue ·from the m s rec nt examination of the system. 

Thal]k you for your continued cooperation in this matter 

. Parsons, Esq. 
cutive Director 

J
WP/tal FIVE MIDDLESEX AVENUE, SUITE 304 \ SOMERVILLE, MA 02145 .... 

PH 617 666 4446 \ FAX 617 628 4002 i TTY 617 5918917 \ WWW.MASS.GOV/PERAC ,_.., 

cc: Middlesex County Retirement Board Members · 
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