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December 19, 2023

The Public Employee Retirement Administration Commission (PERAC) has completed a review of the
audits of the Hull Retirement System conducted by the firm of Roselli, Clark & Associates, Certified
Public Accountants (RCA). RCA 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, 2016, to December 31, 2020.

We conducted an inspection of the work papers prepared by RCA. 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 RCA 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 Hull 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
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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.

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 RCA 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, 2020, December 31, 2019, December 31, 2018,
December 31, 2017, and December 31, 2016.

In closing, | wish to acknowledge the work of Roselli, Clark & Associates who conducted these
examinations, and the PERAC examiners who conducted limited procedures to supplement the field
work and express my appreciation to the Hull Retirement Board and staff for their courtesy and
cooperation.

Sincerely,

arsons, Esq.
ive Director



EXPLANATION OF FINDINGS AND RECOMMENDATIONS

1. Monthly Financial Reporting:

A complete set of financial reports were not presented to the Board members for review at Board
meetings from January 2016 through to November 2022. Only the monthly trial balance was
provided. In addition, there is no comparison of actual expenditures to the budgeted amounts.

Recommendation: The Board should be provided with a complete packet of financial reports at each
monthly meeting. Besides the trial balance, this includes the cash receipts, cash disbursements,
adjusting journal entries, and the cash reconciliations with bank statements. Also, the Board should
review Budgeted to Actual expenses at least quarterly. The names and dates of reports provided
should be documented in the minutes.

Board Response:
The full cash books were presented beginning in February 2023.

2. Retiree Calculations:
A review of members who retired during the audit period found the following:

e Retirement contributions were not deducted from the holiday premium pay received by
firefighters for working on a holiday. Since no deductions were withheld, it was not included
in the firefighters’ retirement calculations. Article VIII of the firefighter contract has three
paragraphs that deal with holiday compensation. Section 4 is payment of 1/5 of a work week
for employees who do not work on the holiday- this pay correctly has retirement contributions
withheld. Section 3 is payment for employees who are scheduled to work on a holiday and it
is paid at a time-and-a-half rate. Section 5 is payment for employees who are not scheduled
to work on a holiday but end up having to do so; it is also paid at a time-and-a-half rate. Neither
one of these payments have retirement contributions withheld. Both of these payments
should be considered what G.L. c. 32, §1 describes, under “Wages”, as “premiums for working
holidays” and “shall be regarded as regular compensation.” Even though it appears that the
Section 5 payments could be considered overtime, because the statute does not put any
conditions on the holiday premiums paid to firefighters, all money received by them related
to holidays is regular compensation.

e One retiree had the wrong three-year period used for the average salary in the calculation.

e When members received a pro-rated stipend at retirement, they ended up with more than
three years of that type of pay included in the three-year average.

Also, there were payments included in average salaries that we did not receive explanations of what
service they were for.

Recommendation: The member with the incorrect high three-year period and the firefighters with

the holiday premium not in the average salary should be recalculated. Also, the payroll department
should be instructed to begin withholding contributions on the firefighter holiday premiums.

Hull Retirement System Audit Report 3



EXPLANATION OF FINDINGS AND RECOMMENDATIONS (Continued)

When a member receives a partial year payment at the end of their career, the first one of that pay
type received in the three-year period should be pro-rated so that only three years’ worth are
included in the average salary.

When calculating the three-year average for a retiree, increases and decreases in pay should be
investigated. Once the reason is learned, it should be noted. Trying to get this information years later
is often difficult.

Board Response:

The Board will coordinate with payroll to have the necessary deduction withheld. An analysis is being
conducted to determine the scope of the issue and will be presented to the Board for review. This
issue was not identified in any prior audits.

In the future the Board will ensure the member only receives stipends for the 3 year period.

FINAL DETERMINATION:
PERAC Audit staff will follow up in six (6) months to ensure appropriate actions have been taken
regarding all findings.

Lawrence Retirement System Audit Report 4



SUPPLEMENTARY INFORMATION

SCHEDULE OF ALLOCATION OF INVESTMENTS OWNED

(percentages by category)

AS OF DECEMBER 31, 2020

PERCENTAGE
OF TOTAL

MARKET VALUE ASSETS
Cash $94,385 0.2%
PRIT Cash Fund 100,021 0.2%
PRIT Core Fund 62,055,495 99.7%
Grand Total $62.249,902 100.0%

For the year ending December 31, 2020, the rate of return for the investments of the Hull Retirement
System was 12.43%. For the ten-year period ending December 31, 2020, the rate of return for the
investments of the Hull Retirement System averaged 8.97%. For the 36-year period ending December
31, 2020, since PERAC began evaluating the returns of the retirement systems, the rate of return on
the investments of the Hull Retirement System was 8.18%.

The composite rate of return for all retirement systems for the year ending December 31, 2020 was
12.80%. For the ten-year period ending December 31, 2020, the composite rate of return for the
investments of all retirement systems averaged 8.93%. For the 36-year period ending December 31,
2020, since PERAC began evaluating the returns of the retirement systems, the composite rate of
return on the investments of all retirement systems averaged 9.31%.
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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: Michael Buckley, Chairperson

Appointed Member:  Eileen White Term Expires: 11/09/2025
Elected Member: Bartley Kelly Term Expires: 12/30/2023
Elected Member: Vacant Term Expires: 12/30/2023
Appointed Member:  Gregory Galvin Term Expires: 01/24/2026

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 Hull Retirement Board has adopted Supplemental Regulations which are available on the PERAC
website at https://mass.gov/Hull-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 the Public Employee Retirement

Administration Commission as of January 1, 2022.

The actuarial liability for active members was $33,417,612
The actuarial liability for vested terminated members was 441,361
The actuarial liability for non-vested terminated members was 302,683
The actuarial liability for retired members was 50,276,693
The total actuarial liability was $84,438,349
System assets as of that date were (actuarial value) 66,736,520
The unfunded actuarial liability was $17,701,829
The ratio of system’s assets to total actuarial liability was 79.0%
As of that date the total covered employee payroll was $10,967,813
The normal cost for employees on that date was 8.9% of payroll

The normal cost for the employer including administrative expenses was

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

Investment Return: 7.40% per annum
Rate of Salary Increase: Based on group and service

10.7% of payroll

SCHEDULE OF FUNDING PROGRESS AS OF JANUARY 1, 2022

Actuarial Actuaria Unfunded UAAL asa
Actuarid Value of Accrued AAL Funded Covered %of
Valuation Assets Liability (UAAL) Ratio Payroll Cov. Payroll
Date (a) (b) (b-a) (ab) (c) ((b-g)/c)
1/1/2022 $66,736,520 $84,438,349 $17,701,829 | 79.0% $10,967,813 161.4%
1/1/2020 $55,323,815 $79,509,644 $24,185,829 | 69.6% $10,469,577 231.0%
1/1/2018 $48,465,175 $75,817,761 $27,352,586 | 63.9% $10,062,298 271.8%
1/1/2016 $38,527,396 $65,494,475 $26,967,079 | 58.8% $9,701,015 278.0%
1/1/2014 $34,820,803 $64,528,515 $29,707,712 | 54.0% $9,293,846 319.6%

Hull Retirement System Audit Report
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COMMONWEALTH OF MASSACHUSETTS
Public Employee Retirement Administration Commission
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