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August 21, 2020 

The Public Employee Retirement Administration Commission (PERAC) has completed a review of 

the audits of the Needham Retirement System conducted by the firm of Melanson Heath, Certified 

Public Accountants. Melanson Heath conducted these audits in accordance with auditing standards 

generally accepted in the United States of America. The audits covered the period from 

January 1, 2016 to December 31, 2018.  

We conducted an inspection of the work papers prepared by Melanson Heath. 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 Melanson Heath 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 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 Needham 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 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. 

February 6, 2020
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PHILIP Y. BROWN, ESQ., Chairman JOHN W. PARSONS, ESQ., Executive Director
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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 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 Heath 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, 2018, December 31, 2017, and December 31, 2016.  

In closing, I wish to acknowledge the work of Melanson Heath, who conducted these examinations, 

and PERAC examiners, Elaine Pursley and Richard Wrona, who conducted limited procedures to 

supplement the field work, and express my appreciation to the Needham 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. Cash Reconciliations: 

We found the following issues regarding the reconciliations of the Board’s bank accounts. 

 

a. Timeliness and Accuracy of Reconciliations 

Bank reconciliations for the expense and payroll accounts were not being performed timely.  As 

a result, there were numerous adjustments that needed to be made to the accounting records.  

For example, the most recent reconciliation as of the start of our field work (November 2019) 

had an expense account balance that was $26,653 lower than the general ledger balance and a 

payroll account balance that was $8,082 higher than the general ledger balance.  To correct these, 

adjustments with an absolute value of $77,060 needed to be made to the expense account, and 

another $25,901 in adjustments to the payroll account.  Additionally, there are several old 

reconciling items.  The November 2019 payroll account reconciliation had an adjustment that 

went back to July 2018 that had not been entered in the accounting records.  Lastly, the 

reconciliations were neither signed nor dated by the preparer. 

 

b. Board Monitoring of Cash Reconciliations 

The Board was presented with incomplete monthly bank reconciliations which were tabled and 

accumulated for several consecutive months before they were completed and accepted by the 

Board. For example, we noted the February through December 2016 reconciliations were 

presented at the February 8, 2017 meeting, and the February through June 2018 reconciliations 

were presented at the August 9, 2018 meeting.   

 

Recommendations: 

The Needham Retirement Board should ensure that cash reconciliations are completed timely, 

presented to the Board for monthly review, and are signed and dated by the preparer.  They should 

also monitor the reconciliations to ensure that adjustments needed are well-documented and entered 

into the accounting records timely.   

 

Board Response: 

Since mid-2019, bank reconciliations were completed by the Retirement Office and made available 

to the Board, public and discussed at every board meeting and in every board meeting packet.  

 

2. PRIT Cash: 

Most PRIT statements for the audit period were not available.  Current board staff were only able to 

provide the December statements for each year audited (i.e. December 2016, 2017 and 2018).   

 

In addition, the Board did not have PRIT Cash reconciliations for the following eleven months: 

• March through September and November 2016 

• May and November 2017 

• November 2018 

 

Since all cash deposits, such as members’ deductions from payroll and transfers in, are made to the 

PRIT Cash account, the reconciliations should include descriptions for each item listed under Deposits  
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EXPLANATION OF FINDINGS AND RECOMMENDATIONS 

(CONTINUED) 
 

 

In Transit.  There should not be one lump sum of Deposits In Transit on the reconciliations as found 

on the December 2019 PRIT Cash reconciliation.   

 

The reconciliations should include signatures for the preparer and reviewer, along with dates of 

completion for better documentation. 

 

Recommendation: PRIT Cash should be reviewed each month and the manager statements 

retained. 

 

Board Response: 

Since mid-2019, every PRIT statement is included in every monthly board meeting packet and 

presented to the Board. Since mid-2019, every PRIT Reconciliation does include the itemized 

breakdown of each in-transit item, however, it’s on the right margin of the spreadsheet and not part 

of the main printable fields that ultimately are included in the Board PRIT Reconciliation Summary 

Page. However, in every Board Packet, we have a disclaimer, that the Board or the Public, can always 

request any and all backup—whether it be an invoice, adjustment, in-transit item or anything that is 

transacted.  

 

3. Regular Compensation: 
We found a variety of issues with how employee deductions for retirement were calculated, as 

follows: 

 

• On call pay was erroneously included in regular compensation for retirement deductions when 

the on-call work was voluntary. 840 CMR 15.03 3(b) requires payments to be for services that 

are “non-discretionary”. This affected both the Town DPW and the Housing Authority 

payrolls.   

• Opt Out Incentive pay, which is paid to employees who work over two years and opt out of 

the town provided health insurance, was erroneously included in regular compensation for 

three school employees. 840 CMR 15.03 3(a) requires regular compensation to be paid to “an 

employee for services performed in the course of employment for his employer”.   

• One active member was paid as both a social worker and program specialist, but only the 

social worker pay was included in regular compensation for retirement deduction purposes.  

Since the program specialist pay was for hours that were “pre-determined, non-discretionary, 

[and] guaranteed” (840 CMR 15.03 3(b)), this pay should have been included in regular 

compensation for retirement deductions. 

• Two members erroneously had a portion of their Longevity pay listed as overtime and 

excluded from regular compensation. Longevity pay is regular compensation pursuant to 840 

CMR 15.03 3(b). 
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Recommendations:  

Board staff and the respective payroll departments should review the payroll deduction issues 

identified.  Deductions erroneously withheld from employee pay should be returned to the employees 

and additional deductions should be collected where necessary. 
 

Board Response: 

We concede that the previous administration had challenges but after PERAC’s extensive audit, we 

thank PERAC for bringing these issues to our attention. In turn, we’ve asked for, and received action 

lists of the people and their situations so we can proactively fix these individual’s and their accounts 

where warranted. 
 

4. New Retirees 

We sampled 13 files of members that retired during the audit period and found a variety of issues.   

• Three of the retirees’ files did not contain the member’s retirement application. 

• Four files did not have the PERAC approval letter. 

• Only two of the 13 retirements tested could be found as approved in the Board minutes.  

Although the other 11 retirees may have been voted as approved, the Board did not retain 

information to show the specific individuals approved for retirement.  

• Two retirees’ files did not contain the final calculation of the retirement allowance.  We had 

to piece together information from various documents in the file, some being a few years old, 

to calculate an estimate of the allowance. 

• We found four of the retirees sampled were overpaid from $419 to $1,145 per year.  Some 

of the reasons for the overpayments include incorrect calculation of creditable service and 

using an incorrect average compensation to compute retirement benefits.  We also found one  

retiree was receiving a higher current retirement benefit compared to the approved original 

benefit amount plus subsequent cost of living increases. 

• We found four of the retirees sampled were underpaid from $349 to $2,955 per year.  Some 

of the reasons for the underpayments were not including holiday pay when calculating average 

compensations, computing average compensation using the member’s lower weekly workers’ 

compensation rather than the larger regular wage rate, and not including a retroactive salary 

increase in computing average compensation. 
 

Recommendations: 

Board staff should review retirees’ files for completeness, including retaining a member’s retirement 

application, submit and retain PERAC approval letters, retain documentation approving actions taken 

in board meetings, and prepare and retain final calculation sheets.  Additionally, the files we identified 

with computation errors should be reviewed and, if necessary, corrected. 
 

Board Response: 

Since mid-2019, the Office, reviews each new member’s file for completeness and correction. The 

Office retains all new member files as well as all calculations, estimates, and correspondence from the  

 

 

EXPLANATION OF FINDINGS AND RECOMMENDATIONS 

(CONTINUED) 
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member or other towns. We save all files—military, marriage certificates, death certificates, divorce 

agreements, transfer files, buybacks, as well as all PERAC forms and applications. We save everything. 

 

5. Travel Expenses: 
We were not provided with any reimbursement forms or supporting documentation for travel 

expenses reimbursed to the Board members and retirement office staff during 2016-2017.  Therefore, 

we were not able to test the accuracy or validity of the 2016-2017 travel expenses totaling $7,184. 

 

We did receive supporting documents for the 2018 travel expense reimbursements tested.  We noted 

that the reimbursements included per diem meal charges without any receipts.  The Needham 

Retirement Board’s Travel Policy states there must be receipts for expenses over $10.00. 

 
Recommendations:   

The Retirement Board must maintain supporting documentation for travel reimbursements. The 

Board must comply with their Travel Policy and require receipts for expenses over $10.00. The Board 

may wish to review their Travel Policy, which was last updated in 2010. 

 

Board Response: 

Since mid-2019, the Office, prepares extensive and thorough expense reports including all receipts 

and maps that calculate mileage. We are in the process of reviewing and updating our travel policy 

which is getting dated and dates back to 2010 for the last revision. For per diem rates, we refer to 

the GSA federally-mandated guidelines stipulated for each territory, region and locality. 

 

 

 

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 Needham 

Retirement System was -1.72%. For the five-year period ending December 31, 2018, the rate of return 

for the investments of the Needham Retirement System averaged 6.44%. For the 33-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 Needham Retirement System was 9.43%. 
 

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 33-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 $3,611,665 2.3%

PRIT Cash Fund 385,378 0.2%

PRIT Core Fund 154,662,006 97.5%

Grand Total $158,659,049 100.0%

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 Town Treasurer 

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:  Evelyn M. Poness, Chairperson 

 

  

Appointed Member: Sandra Cincotta Term Expires:                    1/27/2022 

    

Elected Member: John Krawiecki Term Expires:     7/22/2022 

    

Elected Member: Vacant Term Expires:  

     

Appointed Member: Robert P. Mearls Term Expires:     4/15/2021 
  

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 Supplemental Regulations which are available on the 

PERAC website at https://www.mass.gov/needham-retirement-board-regulations. 

 

https://www.mass.gov/needham-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   10.1% of payroll 

The normal cost for the employer including administrative expenses was  6.2% of payroll 

 

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

  

Investment Return: 7.25% per annum 

Rate of Salary Increase: Varies by group and service 

 

SCHEDULE OF FUNDING PROGRESS AS OF JANUARY 1, 2018 

 

 
 

*1/1/18 – Payroll reflects annualized salaries for the prior year.  

 1/1/17 and prior – Payroll reflects projected payroll for the current year.  

 

 

The actuarial liability for active members was $110,974,798

The actuarial liability for inactive members was 3,394,516

The actuarial liability for retired members was 115,286,861

The total actuarial liability was  $229,656,175

System assets as of that date were  (actuarial value) 157,994,334

The unfunded actuarial liability was $71,661,841

The ratio of system’s assets to total actuarial liability was 68.8%

As of that date the total covered employee payroll was $37,654,836*

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 $157,994,334 $229,656,175 $71,661,841 68.8% $37,654,836 190.3%

1/1/2017 $147,126,019 $212,111,989 $64,985,970 69.4% $36,432,203 178.4%

1/1/2015 $131,541,187 $191,665,860 $60,124,673 68.6% $33,686,645 178.5%

1/1/2014 $122,084,535 $179,834,295 $57,749,760 67.9% $32,605,497 177.1%

1/1/2013 $112,131,508 $168,935,280 $56,803,772 66.4% $31,597,470 179.8%

1/1/2012 $114,445,376 $156,914,866 $42,469,490 72.9% $28,963,004 146.6%
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SUPPLEMENTARY INFORMATION (Continued) 
 

MEMBERSHIP EXHIBIT 

 

 
 

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Retirement in Past Years

Superannuation 11 15 12 15 26 24 14 20 18 20

Ordinary Disability 0 0 0 0 0 0 0 0 0 0

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

Total Retirements 12 19 13 15 26 24 17 20 18 21

Total Retirees, Beneficiaries and 

Survivors 489 475 475 471 464 462 463 451 455 449

Total Active Members 674 680 644 646 631 647 650 634 649 692

Pension Payments

Superannuation $5,954,325 $6,188,678 $6,409,252 $6,681,870 $6,795,072 $7,161,286 $7,490,206 $7,864,526 $7,973,099 $8,124,078

Survivor/Beneficiary Payments 319,257 325,139 354,773 354,817 372,199 388,920 379,191 400,164 479,694 519,141

Ordinary Disability 19,226 19,586 19,946 20,306 20,666 21,026 21,416 21,836 22,256 22,676

Accidental Disability 1,073,394 1,057,937 1,066,547 1,003,327 970,920 1,000,368 1,129,072 1,257,231 1,288,350 1,324,735

Other 638,302 600,448 699,298 796,194 786,814 675,440 701,275 788,315 861,708 1,124,316

Total Payments for Year $8,004,504 $8,191,788 $8,549,816 $8,856,514 $8,945,671 $9,247,040 $9,721,160 $10,332,071 $10,625,107 $11,114,946
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COMMONWEALTH OF MASSACHUSETTS
Public Employee Retirement Administration Commission
Five Middlesex Avenue, Suite 304  |  Somerville, MA 02145
Phone:  617-666-4446  |  Fax:  617-628-4002
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PERAC 
COMMONWEALTH OF MASSACHUSETTS I PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION COMMISSION 

PHILIP Y. BROWN, ESQ., Chairman JOHN W. PARSONS, ESQ., Executive Director 

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

Evelyn M Poness, Chairperson 
Needham .Retirement Board 
Needham Town Hall 
1471 Highland Avenue 
Needham, MA 02492 

January 6, 2022 

REFERENCE: Report of the Examination of the Needham Retirement Board for the three-year 
period from January I, 20 16 through December 3 I, 2018. 

Dear Chairperson Poness: 

The Public Employee Retirement Administq1tion Commission has completed a follow-up review 
of the findings and recommendations contained in its audit report of the Needham 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 recommendations contained in that report. 
The examination also addressed the other matters discussed at the completion of the audit. The 
results are as follows: · 

I. The Audit Report cited a finding that reconciliations of the Board,s bank accounts were 
not performed timely and incomplete bank reconciliations were presented to the Board. 
There had also been a large number of accounting adjustments that had not been made 
which would have cleared out older reconciling items. 

Follow-up Result: .A review of the bank reconciliations for the expense account found that the 
reconciliations were still not signed or dated by the preparer and reviewer. We did see that the 
reconciliations for the payroll account were prepared by the staff accountant and the 
Administrator. However, for internal control purposes bank reconciliations should be prepared 
by the Treasurer and not by Board staff. A review of recent Board meeting minutes found that 
the Board was presented with complete monthly bank reconciliations on a timely basis. All the 
necessary accounting adjustments have been made. This issue is partially resolved. 

2. The Audit Report cited a finding that PRIT statements for the audit period were 
generally not available and that PRIT cash was not always reconciled on a monthly basis. 
PRIT cash reconciliations that were available had a lump sum amount for all deposits in 
transit rather than a separate listing. 

FIVE MIDDLESEX AVENUE, SUITE 304 I SOMERVILLE, MA 02145 ft 
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January I I, ·2022 
· Page Two 

Follow-up _Result: PRIT statements were provided to the auditors. P~IT cash ·reconciliations 
were prepared but still did not show descriptions of the deposits in transit or show the signatures 
of the preparer and reviewer nor the date of completion. This issue is partially resolved .. 

3. The Audit Report cited a variety of issues with how employee deductions for retirement 
were calculated . 

. Follow-up Result: No documentation was provided to support the correction of the errors 
listed in the finding. This issue is not resolved. 

4. The Audit Report cited a number· of issues related to new retirees including missing 
required documents and incorrect calculations of retirement allowances. 

Follow-up Result: Only two of the nine missing documents cited in the finding were provided 
to, us. Record keeping for Board approval of retirements within the minutes has improved. 

' Corrections of allowance calculations for retirees who were overpaid and underpaid were not 
completed. This issue is partially resolved. 

5. The Audit Report cited a finding that reimbursement forms or supporting 
documentation for travel expenses during 2016-2017 were .not provided to the auditors 
and the Board did not follow its travel policy regarding receipts during 20 I 8. 

Follow-up Result: We were not able to test this as the Board members and staff did not have 
any travel expenses in 2020 and 2021 .. · · 

The additional matters discussed have been revi~wed and have been resolyed in part at this time. 

The Commission wishes to acknowledge the effort demonstrated by the staff of the Needham 
Retirement Board to address some of the issues. from the most recent examination of the system. 
PERAC auditors will conduct further follow-up as warranted to ensure corrections have been 
made in those areas that have not been resolved at this time. ' 
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