
STATE 
RETIREMENT SYSTE M
ACTUARIAL  
VALUATION 
REPORT

PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION COMMISSION
COMMONWEALTH OF MASSACHUSETTS

   Watertown
Retirement System 

Audit Report
JAN. 1, 2017 - DEC. 31, 2021





TABLE OF CONTENTS 

Letter from the Executive Director ................................................................................................ 1 

Explanation of Finding and Recommendation .............................................................................. 3 

Supplementary Information: 

  Schedule of Allocation of Investments Owned ............................................................................ 4 

  Administration of the System ...................................................................................................... 5 

  Board Regulations ....................................................................................................................... 5 

  Membership Exhibit .................................................................................................................... 6 

Independent Audit Reports: 

  Marcum, LLP, Year Ended December 31, 2021 ............................................................................ 7 

  Marcum, LLP, Year Ended December 31, 2020 .......................................................................... 39 

  Melanson, Year Ended December 31, 2019 .............................................................................. 71 

  Melanson, Year Ended December 31, 2018 ............................................................................ 100 

  Melanson, Year Ended December 31, 2017 ............................................................................ 129 





February 5, 2025 

The Public Employee Retirement Administration Commission (PERAC) has completed a review of the 
audits of the Watertown Retirement System conducted by the firms of Marcum, LLP and Melanson. 
They 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, 2017 to December 31, 2021. 

We conducted an inspection of the work papers prepared by Marcum, LLP and Melanson. 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 Marcum, LLP and Melanson 
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, and 5) that required 
member documentation is maintained. 

To achieve these objectives, we inspected certain records of the Watertown 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 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 Marcum, LLP and Melanson 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, 2021, December 31, 2020, December 31, 2019, 
December 31, 2018, and December 31, 2017.  

In closing, I wish to acknowledge the work of Marcum, LLP and Melanson who conducted these 
examinations, and the PERAC examiners who conducted limited procedures to supplement the field 
work and express my appreciation to the Watertown Retirement Board and staff for their courtesy 
and cooperation.  

Sincerely, 

William T. Keefe 
Executive Director 
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EXPLANATION OF FINDING AND RECOMMENDATION 

New Retirements’ Allowance Calculations: 
We tested the retirement allowance calculations of 20 new retirees during the audit period and found 
issues with five retirements as follows:   

• One superannuation retiree had unpaid leaves during the year before retirement. Actual pay
was used in the average salary determination instead of the rate in effect immediately
preceding the absence, which is allowed pursuant to G.L. c. 32, §5(3)(b). Also, this member’s
three years of regular compensation included four longevity payments. Only three years’
worth of any payment should be included in the three-year average salary. The net effect of
these is that the retiree is underpaid.

• One superannuation retirement’s three-year period was short by one week of pay. This retiree
is underpaid.

• Three superannuation retirees had pay from outside the three-year period included in the
average salary. One had retroactive payments which belonged to prior years, the second
retiree had an extra two weeks included and the third had both. These retirees were overpaid.

Lastly, one superannuation retiree should have received four COLAs as of December 2021 but instead, 
he received only three. It appears this was due to a recalculation done in October 2017 after the 
member had retired in February 2017.  

Recommendation: The Retirement Board should recalculate the above noted retirement allowances. 
When calculating any amounts owed on allowances, interest must be applied.  

In calculating these allowances, the Board should use payroll records instead of relying on the 
contributions that had been withheld. 

Board Response: 
The Board will further review the calculations performed on the noted retirement allowances and will 
make any necessary adjustments.  

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, 2021, the rate of return for the investments of the Watertown 
Retirement System was 16.24%. For the ten-year period ending December 31, 2021, the rate of return 
for the investments of the Watertown Retirement System averaged 10.45%. For the 37-year period 
ending December 31, 2021, since PERAC began evaluating the returns of the retirement systems, the 
rate of return on the investments of the Watertown Retirement System was 8.72%. 
 
The composite rate of return for all retirement systems for the year ending December 31, 2021 was 
19.51%. For the ten-year period ending December 31, 2021, the composite rate of return for the 
investments of all retirement systems averaged 10.86%. For the 37-year period ending              
December 31, 2021, since PERAC began evaluating the returns of the retirement systems, the 
composite rate of return on the investments of all retirement systems averaged 9.58%.

MARKET VALUE

PERCENTAGE 
OF TOTAL 
ASSETS

Cash $1,225,715 0.4%
Pooled Domestic Equity Funds 85,175,291 29.9%
Pooled International Equity Funds 55,771,306 19.6%
Pooled Domestic Fixed Income Funds 46,196,014 16.2%
Pooled Global Fixed Income Funds 9,187,209 3.2%
Pooled Alternative Investment Funds 23,183,081 8.1%
Pooled Real Estate Funds 27,819,408 9.8%
Pooled Domestic Balanced Funds 16,363,425 5.8%
Hedge Funds 19,546,808 6.9%

Grand Total $284,468,257 100.0%

AS OF DECEMBER 31, 2021
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SUPPLEMENTARY INFORMATION (Continued)  
 

ADMINISTRATION OF THE SYSTEM  
  
The System is administered by a five-person Board of Retirement consisting of the City Auditor who 
shall be a member ex-officio, a second member appointed by the governing authority, a third and 
fourth member who shall be elected by the members in or retired from the service of such system, 
and a fifth member appointed by the other four board members.  
  
Ex-officio Member:  Megan Langan  
   
Appointed Member: John T. Loughran Serves until successor is appointed 
   
Elected Member:  Domenic Arone Term Expires: 10/15/2025 
 

 
  

Elected Member: Thomas V. Thibaut, Jr., Chairperson Term Expires: 10/15/2026 
     
Appointed Member: Kathleen Kiely-Becchetti Term Expires: 01/31/2027 

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

https://www.mass.gov/watertown-retirement-board-regulations


 

  
Watertown Retirement System Audit Report  6 

  

 
 

SUPPLEMENTARY INFORMATION (Continued) 
 

MEMBERSHIP EXHIBIT 
 

 

 
 
 

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Retirement in Past Years

Superannuation 12 11 20 16 13 13 16 17 20 12
Ordinary Disability 0 0 0 0 1 0 1 0 0 0

Accidental Disability 1 2 3 4 0 1 2 3 1 0
Total Retirements 13 13 23 20 14 14 19 20 21 12

402 401 411 419 413 418 415 423 428 418

Total Active Members 546 518 538 574 569 537 532 551 547 561

Pension Payments
Superannuation $6,156,380 $6,351,866 $6,554,251 $6,849,207 $7,461,767 $7,413,710 $7,643,375 $7,898,947 $8,505,061 $8,674,909

Survivor/Beneficiary Payments 684,861 732,786 809,106 808,652 822,063 860,625 809,281 836,186 744,850 722,460
Ordinary Disability 117,404 119,182 144,639 146,038 148,551 201,338 190,473 185,990 167,502 161,605

Accidental Disability 1,773,904 1,696,669 1,708,633 1,936,370 2,124,006 2,083,531 2,117,364 2,246,967 2,202,928 2,296,007
Other 1,065,903 1,137,051 1,274,599 1,162,172 1,292,918 1,330,443 1,546,599 1,619,783 1,503,243 1,441,070

Total Payments for Year $9,798,451 $10,037,554 $10,491,229 $10,901,519 $11,849,305 $11,889,647 $12,307,092 $12,787,873 $13,123,584 $13,296,051

Total Retirees, Beneficiaries 
and Survivors
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