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April 1, 2026

The Public Employee Retirement Administration Commission (PERAC) has completed a review of the
audits of the West Springfield Retirement System conducted by the firm Melanson, Certified Public
Accountants. Melanson conducted these audits in accordance with auditing standards generally
accepted in the United States of America (GAAS). The audits covered the period from January 1,
2018, to December 31, 2021.

We conducted an inspection of the work papers prepared by 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 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
audit 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 West Springfield 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 had
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.
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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.

We commend the West Springfield Retirement Board 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 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, and
December 31, 2018.

In closing, | wish to acknowledge the work of Melanson who conducted these examinations, and the

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

Sincerely,
CFLA

William T. Keefe
Executive Director



SUPPLEMENTARY INFORMATION

SCHEDULE OF ALLOCATION OF INVESTMENTS OWNED

(percentages by category)

AS OF DECEMBER 31, 2021

PERCENTAGE
OF TOTAL

MARKET VALUE ASSETS
Cash $2,930,521 1.8%
Fixed Income Securities 61,007,881 37.0%
Equities 100,853,668 61.2%
Grand Total $164.792.069 100.0%

For the year ending December 31, 2021, the rate of return for the investments of the West Springfield
Retirement System was 9.73%. For the ten-year period ending December 31, 2021, the rate of return
for the investments of the West Springfield Retirement System averaged 10.33%. 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 West Springfield Retirement System was 8.56%.

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%.
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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 Chief Financial
Officer, 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: Sharon Wilcox, Chairperson

Appointed Member:  Thomas J. Cummings Term Expires: 01/14/2028
Elected Member: Gwen E. Keough Term Expires: 08/31/2026
Elected Member: William M. Flaherty Term Expires: 02/10/2028
Appointed Member:  Michael Begley Term Expires: 02/16/2029

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 $100,000,000 under a blanket policy issued through the
Massachusetts Association of Contributory Retirement Systems.

BOARD REGULATIONS

The West Springfield Retirement Board has adopted Supplemental Regulations which are available
on the PERAC website at https://www.mass.gov/west-springfield-retirement-board-regulations.

West Springfield Retirement System Audit Report 4
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MEMBERSHIP EXHIBIT

SUPPLEMENTARY INFORMATION (Continued)

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Retirement in Past Years
Superannuation 13 25 18 6 16 19 30 30 28 30
Ordinary Disability 0 0 0 0 1 0 1 0 0 0
Accidental Disability 0 0 1 2 2 0 0 1 0 0
Total Retirements 13 25 19 8 19 19 31 31 28 30
Total Retirees, Beneficiaries
and Survivors 376 391 391 383 386 390 405 431 439 450
Total Active Members 654 628 591 592 594 586 604 610 618 629
Pension Payments
Superannuation $4,780,319 $5,082,637 $5,422,182 $5,487,151 $5,770,325 $6,105,036 $6,493,956 $7,094,591 $7,445,451 $7,835,739
Survivor/Beneficiary Payments 473,744 455,220 457,691 514,268 541,109 594,185 603,117 613,351 640,895 717,455
Ordinary Disability 75,223 96,574 94,475 86,340 87,083 87,125 82,603 96,809 96,478 83,715
Accidental Disability 984,883 1,043,346 998,737 1,062,087 1,156,937 1,148,418 1,146,866 1,122,688 1,264,963 1,209,391
Other 489,509 547,141 497,550 633,860 553,977 591,281 568,512 454,597 449,066 487,014
Total Payments for Year $6,803,678 $7,224,918 $7,470,634 $7,783,706 $8,109,431 $8,526,045 $8,895,055 $9,382,035 $9,896,854 | $10,333,314
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MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of the West Springfield Contributory Retirement System (the System), we offer
readers this narrative overview and analysis of the financial activities of the System for the year
ended December 31, 2021.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the basic financial
statements. The basic financial statements are comprised of two components (1) fund financial
statements and (2) notes to financial statements. This report also contains required
supplementary information in addition to the basic financial statements themselves.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. Fund accounting is used to ensure and
demonstrate compliance with finance-related legal requirements.

The Statement of Fiduciary Net Position presents information on the System’s assets, liabilities,
and the resulting net position held in trust restricted for pension benefits. This statement
reflects the System’s investments at fair value, as well as cash, receivables, and liabilities.

The Statement of Changes in Fiduciary Net Position presents information showing how the
System’s net position restricted for pensions changed during the year ended December 31,
2021. It reflects contributions by participating employers, active members, and external parties,
investment activity, along with deductions for retirement benefits, refunds, transfers, and
administrative expenses.

Notes to Financial Statements and Required Suppiementary Information
The notes to financial statements provide additional information that is essential for the reader
to gain a full understanding of the data provided in the financial statements.

The required supplementary information includes this Management’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.

Financial Highlights
e The System’s total net position restricted for pensions was $166,996,599 at December 31,

2021, a change of $12,288,258, or 7.94%, over the prior year. This change is primarily due to
investment gains during the year.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of the West Springfield Contributory Retirement System (the System), we offer
readers this narrative overview and analysis of the financial activities of the System for the year
ended December 31, 2020.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the basic financial
statements. The basic financial statements are comprised of two components: (1) fund financial
statements and (2) notes to financial statements. This report also contains other required
supplementary information in addition to the basic financial statements themselves.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. Fund accounting is used to ensure and
demonstrate compliance with finance-related legal requirements.

The Statement of Fiduciary Net Position presents information on the System’s assets and
liabilities and the resulting net position held in trust restricted for pension benefits. This
statement reflects the System’s investments at fair value, as well as cash, receivables, and
liabilities.

The Statement of Changes in Fiduciary Net Position presents information showing how the
System’s net position restricted for pensions changed during the year ended December 31,
2020. It reflects contributions by participating employers, active members, and external parties,
investment activity, along with deductions for retirement benefits, refunds, transfers, and
administrative expenses.

Notes to Financial Statements and Required Suppilementary Information
The Notes to Financial Statements provide additional information that is essential for the
reader to gain a full understanding of the data provided in the financial statements.

The Required Supplementary Information includes this Management’s Discussion and Analysis,
the Schedule of Changes in the Net Pension Liability, and the Schedules of Net Pension Liability,
Contributions, and Investment Returns.

Financial Highlights

e The System’s total net position restricted for pensions was $154,708,341 at December 31,
2020, a change of $21,631,053, or 16.25%, over the prior year. This change is primarily due
to investment gains during the year.
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All of the System’s investments were exposed to custodial credit risk as uninsured and
uncollateralized. None of the System’s investments are held by the System’s brokerage
firm or a counterparty.

Concentration of Credit Risk
Concentration of credit risk is the risk of loss attributable to the magnitude of the
System’s investment in a single issuer. Massachusetts General Law Chapter 32, Section
23 limits the amount the System may invest in any one issuer or security type, with the
exception of the PRIT Fund.

Investments issued or explicitly guaranteed by the U.S. government and investments in
mutual funds, external investment pools, and other pooled investments are excluded
from concentration of credit disclosure.

As of December 31, 2020, the System does not have investments in any one issuer that
exceed 5% of total investments.

Interest Rate Risk — Investments of Debt Securities

Interest rate risk is the risk that changes in market interest rates will adversely affect the
fair value of an investment. Generally, the longer the maturity of an investment, the
greater the sensitivity of its fair value to changes in market interest rates. The System
does not have a formal investment policy that limits investment maturities as a means
of managing its exposure to fair value losses arising from increasing interest rates.

Information about the sensitivity of the fair values of the System’s investments to
market interest rate fluctuations is as follows:

Investment Maturities {in Years)

Less More
Investment Type Amount Than1i 15 6-10 Than 10
Asset backed securities $ 2,640,095 5 1,813,410 $ 826685 § - $
Corporate bonds 12,392,257 2,662,925 1,887,322 7,842,010 -
U.S. Treasury notes 37,515,107 - 4,394,500 29,271,092 3,853,515
Total S 52,551,459 S 4,476,335 $ 7108507 $ 37,113,102 $ 3,853,515

Foreign Currency Risk

Foreign currency risk is the risk that changes in foreign exchange rates will adversely
affect the fair value of an investment. The System does not have a formal investment
policy related to foreign currency risk.

Fair Value

The System categorizes its fair value measurements within the fair value hierarchy
established by Governmental Accounting Standards Board Statement No. 72 Fair Value
Measurement and Application (GASB 72).

14
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Financial Highlights
e The System’s total net position restricted for pensions was $133,077,288 at December 31,
2019.

e The System’s net position increased by $11,409,630, which is primarily due to investment
gains during the year.

e Employer and employee contributions to the plan were $10,226,099, which represents a
$432,765 increase compared to the prior year. The employer share of contributions
represents 68.40% of the total contributions made to the System.

e Benefits paid to plan participants increased by $753,528 or 7.12%, totaling $11,335,247. At
December 31, 2019, there were 431 retirees and beneficiaries in receipt of pension
benefits, as further discussed on page 9.

¢ The System’s funded ratio (based on the System’s GASB 68 valuation) as of the January 1,
2020 actuarial valuation was 68.67%, with 12 years remaining in its amortization period.

Financial Statement Analysis

The following is a summary of financial statement data for the current and prior fiscal years:

FIDUCIARY NET POSITION

2018 2018

Assets

Cash and receivables 5 7,094 3 7,687

Investments 129,391 117,434

Total Assets 136,485 125,121

Liabilities

Accounts payable 3,408 3,453
Net Position

Restricted for pensions S 133,077 S 121,668

The System’s total assets as of December 31, 2019 were $136,485,778 and were mostly
comprised of investments. Total assets increased by $11,364,902, or 9.08%, from the prior year
primarily due to an increase in investment value.
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WEST SPRINGFIELD CONTRIBUTORY RETIREMENT SYSTEM

Notes to Financial Statements

1. Description of Plan

Substantially all employees of the Town of West Springfield (except teachers and
administrators under contract employed by the School Department) and West
Springfield Housing Authority are members of the West Springfield Contributory
Retirement System (the System), a cost sharing, multiple employer public employee
retirement system (PERS). Eligible employees must participate in the System. The
pension plan provides pension benefits, deferred allowances, and death and disability
benefits. Chapter 32 of the Massachusetts General Laws establishes the authority of the
System, contribution percentages, and benefits paid. The West Springfield Contributory
Retirement Board does not have the authority to amend benefit provisions.

Membership of the plan consisted of the following at the latest actuarial valuation:

Retirees and beneficiaries receiving benefits 305

Inactive members entitled to a return of employee

contributions 142

Active plan members 580
Total 1,117

Number of participating employers 2

Participant Contributions

Participants contribute a set percentage of their gross regular compensation annually.
Employee contribution percentages are specified in Chapter 32 of the Massachusetts
General Laws. The employee’s individual contribution percentage is determined by their
date of entry into the system. In addition, all employees hired on or after January 1, 1979
contribute an additional 2% on all gross regular compensation over the rate of $30,000
per year. The percentages are as follows:

Before January 1, 1975 5%
January 1, 1975 — December 31, 1983 7%
January 1, 1984 — June 30, 1996 8%
July 1, 1996 —present 9%

For those members entering a Massachusetts System on or after April 2,2012 in Group 1,
the contribution rate will be reduced to 6% when at least 30 years of creditable service has
been attained.
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