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PHILIP Y. BROWN, ESQ., Chair

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!June 8, 2023 

The Public Employee Retirement Administration Commission (PERAC) has completed a review of 
the audits of the Fairhaven Retirement System conducted by the firm of Melanson, Certified Public 
Accountants. Melanson 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 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 
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 Fairhaven 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 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, 2020, December 31, 2019, December 31, 2018, 
December 31, 2017, and December 31, 2016. 

 
In closing, I 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 Fairhaven 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: 
The Treasurer is not preparing cash reconciliations; the Administrator is instead. The Administrator 
is responsible for the accounting and production of the warrants and checks and therefore should not 
prepare the cash reconciliations, too. The previous Treasurer did not perform this duty despite 
receiving the stipend of $1,000 annually as the custodian of the accounts. The Interim Treasurer is 
currently reviewing the reconciliations prepared by the Administrator.  
 

Recommendation: The Treasurer should be preparing the cash reconciliations as custodian and to 
ensure better internal controls over cash.  Cash reconciliations should be signed and dated by the 
preparer and reviewer for best documentation.   
 

Board Response: 
• The Administrator is currently preparing the Cash reconciliation. The Board will notify the 

Town of Fairhaven Treasurer they should be preparing the cash reconciliations as custodian 
and to ensure better internal controls over cash.  

• The cash reconciliations will be signed and dated by the preparer and reviewer.   
 

2. New Retirement Allowance Calculations: 
We tested eleven new retirement allowance calculations during the audit period and found issues 
with three retirees. 
 

One retiree had over three years’ worth of longevity included in the three highest years of regular 
compensation.  Another retiree did not have Rapid Response (First Responder/Narcan) pay included 
in the three highest years of regular compensation. This pay should be considered regular 
compensation because it is payment for “holding the training, certification, licensing or other 
educational incentives approved by the employer for the performance of services related to the 
position the employee holds”. (840 CMR 15.03 3(b)) 
 

One retiree’s COLA was in excess of the maximum allowed. (This is the first retiree mentioned 
above.) This happened because the member and the member’s Domestic Relations Order’s (DRO) 
alternate payee were both granted COLAs separately rather than as a combined benefit.  One 
accidental disability retiree did not receive one year of COLA due to him. 
 

Recommendation:  When there is a partial payment of longevity or other annual stipend paid in 
the final year, there needs to be a proration of the earliest year so that there are only three years’ 
worth included in the three highest years of regular compensation. 
 

Any other retirees who received the Rapid Response pay should have it added to their average salary. 
The contributions that would have been withheld on the pay should be subtracted from the 
retroactive payment. For active members of the system, the payroll department should start 
withholding retirement contributions. 
 

The Board should review retirement calculations and COLA payments noted above and make all 
necessary corrections. Any benefit being split by former spouses should be based on the total and 
pro-rated according to the DRO. 
 

 



 

EXPLANATION OF FINDINGS AND RECOMMENDATIONS 
(Continued) 
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Board Response:  
• One retiree's calculation had over three years' worth of longevity included in the three 

highest years of regular compensation due to pro-rating in the final year. Any calculation 
having a partial payment of longevity or other annual stipends paid in the final year will have 
a proration of the earliest year in order for there to be only three years' worth included in 
the three highest years of regular compensation. 

• One retiree's calculation did not have Rapid Response (First Responder Narcan) pay included 
in the three highest years of regular compensation. Any retiree who received this pay, will 
have it added to their average salary. The contributions that should have been withheld on 
the pay will be subtracted from the retroactive payment. For active members of the system, 
the payroll department will start withholding retirement contributions. 

• One retiree who had a QDRO, was in excess of the maximum COLA amount allowed, due 
to granting a COLA to both the retiree and the alternate payee separately, rather than as a 
combined benefit. The necessary correction will be made. 

• One ADR retiree did not receive one year COLA due to him. The necessary correction will 
be made. 

 

3. Active Members’ Creditable Service and Payroll Deductions: 
There were two active members found with creditable service issues. One member’s Annuity Savings 
Fund (ASF) was transferred in from a different board, but their creditable service time was not added 
to total service. The other active member was a call firefighter whose buyback did not grant full-time 
creditable service for the entire time he was serving as a call firefighter. 
 

A review of a recent payroll found two issues. The first is that an employee who qualified for 
membership was not having contributions withheld. The second is that a member who was paid 
multiple checks had the additional 2% withheld from only one check. 
 

Recommendation:  The creditable service and ASF accounts should be reviewed when a transfer 
in occurs.  Call firefighters who are later appointed full-time firefighters should receive full time credit 
for the period they serve as a call firefighter provided they meet all of the buyback requirements of 
section 4(2)(b) and memos 11 and 38 of 2020.  The Board should review second checks paid in the 
same period to ensure that the additional 2% is taken out.  The Board should occasionally review 
payrolls to ensure that eligible members have been enrolled in the system and are contributing. 
 

Board Response: 
• One active member's Annuity Savings Fund that was transferred from another board, 

although reflected in the member comments section, did not have the creditable service 
added into the total service. The Administrator has corrected this. 

• An active member who previously bought back call fire fighter service was not grant full-
timed creditable service for the entire time. The time will be recalculated and the member 
will be notified.  

• A review of payroll found one employee who was eligible for membership did not have 
retirement deductions withheld for 5 weeks. The payroll department will be notified to 
collect the missing deductions from the member to correct this.   



 

EXPLANATION OF FINDINGS AND RECOMMENDATIONS 
(Continued) 
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• A review of payroll found a member who works for the town , as well as receiving a 
stipend as a retirement board member, was not having the additional 2% withheld from 
the stipend paycheck. The Board administrator will correct this with Harper’s Payroll 
Service.  

 
 
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, 2020, the rate of return for the investments of the Fairhaven 
Retirement System was 12.54%. For the five-year period ending December 31, 2020, the rate of 
return for the investments of the Fairhaven Retirement System averaged 10.38%. 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 Fairhaven Retirement System was 9.41%. 
 
The composite rate of return for all retirement systems for the year ending December 31, 2020 was 
12.80%. For the five-year period ending December 31, 2020, the composite rate of return for the 
investments of all retirement systems averaged 10.38%. 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%. 
 

MARKET VALUE

PERCENTAGE 
OF TOTAL 

ASSETS
Cash $303,357 0.4%
PRIT Cash Fund 11 0.0%
PRIT Core Fund 78,276,094 99.6%

Grand Total $78,579,462 100.0%

AS OF DECEMBER 31, 2020
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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:  Anne M. Carreiro, Chairperson   
     
Appointed Member: Mark Rees Serves until a successor is appointed 
   
Elected Member: Wally Therrien Term Expires: 5/21/2024 
 

 
  

Elected Member: Timothy Cox Term Expires: 1/7/2025 
     
Appointed Member: Alfred Robichaud Term Expires: 6/24/2024 

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

https://mass.gov/fairhaven-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 Public Employee Retirement 
Administration Commission as of January 1, 2022.  
 

 

 
 

The normal cost for employees on that date was   9.1% of payroll 
The normal cost for the employer (including expenses) was   10.8% of payroll 

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

Investment Return: 7.00% per annum 
Rate of Salary Increase: Varies based on service and group 

 
 

SCHEDULE OF FUNDING PROGRESS AS OF JANUARY 1, 2022 
 
  

 

The actuarial liability for active members was $43,795,931
The actuarial liability for vested terminated members was 2,421,209
The actuarial liability for non-vested terminated members was 270,428
The actuarial liability for retired members was 54,416,024
The total actuarial liability was  $100,903,592
System assets as of that date were  (actuarial value) 84,456,718
The unfunded actuarial liability was $16,446,874

The ratio of system’s assets to total actuarial liability was 83.7%
As of that date the total covered employee payroll was $14,041,205

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 )

1/1/2022 $84,456,718 $100,903,592 $16,446,874 83.7% $14,041,215 117.1%
1/1/2020 $67,487,093 $90,565,425 $23,078,332 74.5% $13,033,100 177.1%
1/1/2018 $58,926,133 $80,864,341 $21,938,208 72.9% $11,770,740 186.4%
1/1/2016 $51,043,605 $73,127,682 $22,084,077 69.8% $11,126,329 198.5%
1/1/2014 $47,562,444 $64,658,172 $17,095,728 73.6% $10,563,797 161.8%
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SUPPLEMENTARY INFORMATION (Continued)  
 

MEMBERSHIP EXHIBIT 
 
 

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Retirement in Past Years
Superannuation 5 8 7 6 7 9 5 12 6 6

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

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

Total Retirements 6 11 7 6 7 9 6 13 6 9

Total Retirees, Beneficiaries and 
Survivors 193 197 197 203 203 197 211 210 204 218

Total Active Members 265 269 271 252 264 263 268 262 261 264

Pension Payments
Superannuation $1,995,325 $2,134,025 $2,240,830 $2,273,577 $2,397,359 $2,572,942 $2,629,688 $2,811,795 $2,931,549 $3,064,503

Survivor/Beneficiary Payments 66,261 81,424 84,093 77,370 74,930 77,435 80,665 138,951 163,106 196,379

Ordinary Disability 70,466 71,906 73,346 74,786 76,226 77,726 79,346 103,755 66,692 62,614

Accidental Disability 411,264 617,345 529,694 558,410 544,470 518,528 551,924 572,745 642,244 792,813
Other 182,405 179,550 220,341 303,582 254,490 261,124 381,879 400,495 421,345 329,956

Total Payments for Year $2,725,721 $3,084,250 $3,148,304 $3,287,725 $3,347,474 $3,507,755 $3,723,502 $4,027,742 $4,224,935 $4,446,264
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