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June 2, 2026

The Public Employee Retirement Administration Commission (PERAC) has completed a review of the
audits of the Needham Retirement System conducted by the firms of Melanson PC (Melanson),
Marcum LLP (Marcum) and CBIZ CPAs PC (CBIZ). The firms conducted these audits in accordance
with auditing standards generally accepted in the United States of America and the standards
applicable to the financial audits in Government Auditing Standards, issued by the Comptroller
General of the United States. The audits covered the period from January 1, 2019 to December 31,
2023. Melanson was acquired by the firm of Marcum, LLP, which was then acquired by CBIZ.

We conducted an inspection of the work papers prepared by Melanson, Marcum and CBIZ. 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
provisions specified in PERAC Memo #18/2019.

Accordingly, we supplemented the field work conducted in the audits by Melanson, Marcum and
CBIZ 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, 5) that required
member documentation is maintained, 6) that appropriations certified by PERAC for the fiscal years
covered by the audit have been paid to the retirement system, and 7) that refunds issued by the
system were correctly calculated.

10 CABOT ROAD, SUITE 300 | MEDFORD, MA 02155 &%
PH 617 666 4446 | FAX 617 628 4002 | WWW.MASS.GOV/PERAC
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To achieve these objectives, we inspected certain records of the Needham 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 also 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 reviewed a sample of member files for accuracy and completeness. We reviewed
appropriations received and compared to PERAC appropriation letters for the fiscal years during the
audit period. We also tested refunds issued during the audit period and recalculated the interest
portion of the refunds tested.

In our opinion, for those areas tested, the financial records are being maintained and the
management functions are being performed in conformity with the standards established by PERAC
with the exceptions noted 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 Melanson, Marcum and CBIZ, 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, 2023, December 31, 2022, December 31, 2021,
December 31, 2020 and December 31, 2019.

In closing, | acknowledge the work of Melanson, Marcum and CBIZ who conducted this examination,
and the PERAC examiners who conducted limited procedures to supplement field work and express
appreciation to the Needham Retirement Board and staff for their courtesy and cooperation.

Sincerely,
LA

William T. Keefe
Executive Director



EXPLANATION OF FINDINGS AND RECOMMENDATIONS

1. New Retirements:

We sampled twenty-two files of members that retired during the audit period and found the following

issues:

Nineteen out of 22 retirees tested were missing PERAC approval letters, including the three
disability retirements tested. (The Board does not have a waiver for superannuation
retirement calculations.)

Seven out of 19 superannuation retirement allowance calculations had variances with PERAC’s
calculations.

0 Three allowances were underpaid because the Board did not use three full years of
salary.

0 Two allowances were overpaid because salary outside the three-year period was
included in the average. A third allowance incorrectly included uniform pay, laundry
reimbursement and sick time buybacks as regular compensation.

0 We found one dual member working at Needham and a second board during the final
five years of his career and earning over $5,000 per year at the second board. The
second board transferred the Annuity Savings Fund (ASF) account to Needham and the
retirement was calculated by combining the regular compensation from both systems
in error. The transfer in should not have occurred and the retiree should have been
receiving separate allowances from both Needham and the second board.

Two out of three accidental disability retirement allowances tested were overpaid. One
retirement allowance was not capped at 75% even though the member had a two-month
break in service in 2001. The other allowance was calculated using the full amount of a
retroactive pay even though it covered time outside the 1-year salary; it should have been
pro-rated with two months’ worth being included.

One of the above-mentioned accidental disability retirements had an incorrect retirement
date used. The effective date of retirement is the latest of three dates: the date of injury, the
date six months prior to written application or the date of last regular compensation received.
The Board used a date over two years later than it should have been.

Two retirees were missing birth certificates and three Option C retirees were missing marriage
certificates and the beneficiary’s birth certificates.

Eight retirement allowances in the 2016-2018 audit were found to have variances with PERAC's
calculations. The follow-up to that audit revealed that the allowances were not recalculated. After
the current audit was conducted, it was discovered that these eight retirement allowances have still
not been recalculated.

Recommendation: The Board should submit all retirement calculations to PERAC’s Actuarial Unit for
the approval letters to be maintained with the retirees’ files. The Board should review payroll registers
to determine the regular compensation to be used in the retirement allowance calculations and also
review all retirement allowances noted above and correct allowances as necessary. The Board should

Needham Retirement System Audit Report 3



EXPLANATION OF FINDINGS AND RECOMMENDATIONS
(CONTINUED)

seek return of overpayments from members. For the dual member, the ASF from the other system
should be transferred back and they should calculate their own allowance based on the service and
salary there. The Board staff should review retirees’ files for completeness, including required
documents such as birth certificates.

Board Response:
We accept the findings and helpful guidance and will fix the necessary corrections over the coming
weeks and have the folders for each fix/person for the review 6 months down the road.

2. Regular Compensation:

Seven out of seven active DPW members had retirement deductions taken on a pay code Special
Senior Custodian Stipend that is not regular compensation. PERAC opined in a letter to the Board
dated January 25, 2023 that this pay is not for any additional services performed and that it resembles
a bonus.

Opt Out Incentive pay, which is paid to employees who have worked more than two years and opt
out of the town provided health insurance, was erroneously included in regular compensation for
three school employees. This is a recurring issue.

A DPW member gets additional pay for Building Monitor work. This is voluntary and not regularly
scheduled and, therefore, should not be included in regular compensation.

One Housing Authority member had a separate check for a retroactive payment, but it was not
included in regular compensation.

Recommendation: The retirement staff should be communicating directly with the payroll
department on what pay codes are to be treated as regular compensation. The Board should return
all deductions collected on pay that is not regular compensation.

Board Response:
We accept the findings and helpful guidance and will fix the necessary corrections over the coming
weeks.

3. Monthly Financial Reporting:

From February 2020 through July 2025 the Board did not see a full set of monthly financial reports or
cash books (Cash Disbursements, Cash Receipts, Adjustments, General Ledger, Trial Balance). We also
found that cash books and cash reconciliations were not consistently provided every month in 2019.
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EXPLANATION OF FINDINGS AND RECOMMENDATIONS
(CONTINUED)

Recommendation: The Board members must review all monthly cash books, cash reconciliations and
bank statements. The names and dates of reports provided should be documented in the minutes.
The Board should follow 840 CMR 4.00 related to what should be provided to Board members.

Board Response:
We accept the findings and helpful guidance and will fix the necessary corrections over the coming
weeks.

4. Fifth Board Member Appointment:

In March 2021, during the audit period, the Fifth Board member was reappointed without a public
posting of the opening. In April 2024, after the audit period, the same member was again reappointed
without a posting of the opening. In accordance with PERAC Memo #28/2017, the Board needs to
post the opening publicly, review applicants and interview finalists, as needed, before selection.
These steps should be documented in the Board meeting minutes.

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

Board Response:
We accept the findings and helpful guidance and will fix the necessary corrections over the coming
weeks.

Final Determination:
PERAC auditors will follow-up in six (6) months to ensure that appropriate actions have been taken
regarding all findings.

Needham Retirement System Audit Report 5



SUPPLEMENTARY INFORMATION

SCHEDULE OF ALLOCATION OF INVESTMENTS OWNED

(percentages by category)

AS OF DECEMBER 31, 2023
PERCENTAGE

OF TOTAL

MARKET VALUE ASSETS
Cash $8,583,969 3.6%
PRIT Cash Fund 884,464 0.4%
PRIT Core Fund 227,286,065 96.0%
Grand Total $236.754.498 100.0%

For the year ending December 31, 2023, the rate of return for the investments of the Needham
Retirement System was 11.21%. For the ten-year period ending December 31, 2023, the rate of return
for the investments of the Needham Retirement System averaged 7.87%. For the 39-year period
ending December 31, 2023, since PERAC began evaluating the returns of the retirement systems, the
rate of return on the investments of the Needham Retirement System was 9.42%.

The composite rate of return for all retirement systems for the year ending December 31, 2023, was
11.64%. For the ten-year period ending December 31, 2023, the composite rate of return for the
investments of all retirement systems averaged 7.81%. For the 39-year period ending
December 31, 2023, since PERAC began evaluating the returns of the retirement systems, the
composite rate of return on the investments of all retirement systems averaged 9.05%.
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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 Town Accountant
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: Michelle Vaillancourt, Chairperson

Appointed Member:  Tatiana Swanson Term Expires: 01/01/28
Elected Member: Jay Steeves Term Expires: 07/23/28
Elected Member: John P. Krawiecki Term Expires: 12/17/26
Appointed Member:  Robert P. Mearls Term Expires:  04/15/27

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

SUPPLEMENTARY INFORMATION (Continued)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Retirement in Past Years
Superannuation 24 14 20 18 20 18 18 29 25 20
Ordinary Disability 0 0 0 0 0 0 0 0 0 0
Accidental Disability 0 3 0 0 1 0 0 0 2 0
Total Retirements 24 17 20 18 21 18 18 29 27 20
Total Retirees, Beneficiaries
and Survivors 462 463 451 455 449 463 464 476 481 483
Total Active Members 647 650 634 649 692 767 797 798 831 890
Pension Payments
Superannuation $7,161,286 $7,490,206 $7,864,526 $7,973,099 $8,124,078 $8,461,772 $8,882,983 $9,389,378 $9,734,419 | $10,062,088
Survivor/Beneficiary Payments 388,920 379,191 400,164 479,694 519,141 488,420 497,039 467,428 505,746 587,501
Ordinary Disability 21,026 21,416 21,836 22,256 22,676 23,096 23,516 23,936 24,426 25,346
Accidental Disability 1,000,368 1,129,072 1,257,231 1,288,350 1,324,735 1,392,417 1,382,489 1,419,604 1,446,977 1,477,026
Other 675,440 701,275 788,315 861,708 1,124,316 1,091,094 1,373,862 1,112,481 863,676 1,076,129
Total Payments for Year $9,247,040 $9,721,160 | $10,332,071 | $10,625,107 | $11,114,946 | $11,456,800 | $12,159,889 | $12,412,826 | $12,575,243 | $13,228,090
Needham Retirement System Audit Report 8
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Auditors’ Responsibilities for the Audit of the Schedules

Our objectives are to obtain reasonable assurance about whether the Schedules are free from material
misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinions.
Reasonable assurance is a high level of assurance but is not absolute assurance and, therefore, is not a guarantee
that an audit conducted in accordance with GAAS will always detect a material misstatement when it exists. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as a
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control. Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the Schedules.

In performing an audit in accordance with GAAS, we:

Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material misstatement of the Schedules, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include examining, on a test
basis, evidence regarding the amounts in the Schedules.

e (Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
System’s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the Schedules.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control related matters that we
identified during the audit.

Other Matter

We have audited, in accordance with GAAS, the financial statements of the System, as of and for the year ended
December 31, 2023, and our report therein dated June 5, 2025, expressed an unmodified opinion on those
financial statements.

Restriction on Use
Our report is intended solely for the information and use of System management, the Retirement Board, System

employers and their auditors as of and for the year ended December 31, 2023 and is not intended to be and should
not be used by anyone other than these specified parties.

CBIZ CPAs P.C.

CBIZ CPAs P.C.
Boston, MA
June 5, 2025
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collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in
the aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS, we:

s Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the System’s internal control. Accordingly, no such
opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the System’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that Man-
agement’s Discussion and Analysis, the Schedule of Changes in the Net Pension Liability, and the
Schedules of the Net Pension Liability, Contributions, and Investment Returns, be presented to
supplement the basic financial statements. Such information is the responsibility of management
and, 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.

W ontds LLF

Andover, Massachusetts
August 7, 2024
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Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the schedules.

In performing an audit in accordance with GAAS, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the schedules, whether due to fraud
or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts in the schedules.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the System’s internal control. Accordingly, no such
opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the schedules.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control related matters that we identified during the audit.

Restriction on Use

Our report is intended solely for the information and use of Contributory Retirement System
management, the Retirement Board, System employers and their auditors as of and for the year
ended December 31, 2022 and is not intended to be and should not be used by anyone other than
these specified parties.

Maneun LLF

Andover, Massachusetts
August 7, 2024
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NEEDHAM RETIREMENT SYSTEM

{A Component Unit of the Town of Needham, Massachusetts)
Financial Statements, Required Supplementary Information
and Other Information

For the Year Ended December 31, 2019

{With Independent Auditors’ Report Thereon)
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