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Report of Independent Auditors 

Management and  
The Boston Retirement Board 

We have audited the accompanying Schedule of Employer Allocations of Boston Retirement 
System (the System), a component unit of the City of Boston, Massachusetts, as of and for the 
year ended December 31, 2018, and the related notes. We have also audited the total for all 
entities of the columns titled net pension liability, total deferred outflows of resources, total 
deferred inflows of resources, and total pension expense, excluding that attributable to employer-
paid member contributions included in the accompanying Schedule of Pension Amounts by 
Employer of Boston Retirement System, as of and for the year ended December 31, 2018 
(collectively, the specified column totals and Schedules, respectively), and the related notes. 

Management’s Responsibility for the Schedules 

Management is responsible for the preparation and fair presentation of these schedules in 
conformity with U.S. generally accepted accounting principles; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of the schedules that are free from material misstatement, whether due to fraud or 
error. 

Auditor’s Responsibility 

Our responsibility is to express opinions on the Schedule of Employer Allocations and the 
specified column totals included on the Schedule of Pension Amounts by Employer based on our 
audit. We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the Schedule of Employer Allocations and specified column 
totals included on the Schedule of Pension Amounts by Employer are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures on the Schedule of Employer Allocations and specified column totals included on the 
Schedule of Pension Amounts by Employer. The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the Schedule of 
Employer Allocations and specified column totals included on the Schedule of Pension Amounts 
by Employer, whether due to fraud or error. In making those risk assessments, the auditor 
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considers internal control relevant to the entity’s preparation and fair presentation of the 
Schedule of Employer Allocations and specified column totals included in the Schedule of 
Pension Amounts by Employer in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
Schedule of Employer Allocations and specified column totals included on the Schedule of 
Pension Amounts by Employer. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinions. 

Opinions 

In our opinion, the Schedules referred to above present fairly, in all material respects, the 
employer allocations and net pension liability, total deferred outflows of resources, total deferred 
inflows of resources, and total pension expense, excluding that attributable to employer-paid 
member contributions for the total of all participating entities for Boston Retirement System, as 
of and for the year ended December 31, 2018, in conformity with U.S. generally accepted 
accounting principles. 

Other Matter 

We have audited, in accordance with auditing standards generally accepted in the United States 
of America, the financial statements of Boston Retirement System, as of and for the year ended 
December 31, 2018, and our report thereon, dated July 31, 2019, expressed an unmodified 
opinion on those financial statements. 

Restriction on Use 

Our report is intended solely for the information and use of Boston Retirement System 
management, the Boston Retirement Board, Boston Retirement System employers, and their 
auditors and is not intended to be and should not be used by anyone other than these specified 
parties. 

ey 
July 31, 2019 

A member firm of Ernst & Young Global Limited 
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Boston Retirement System  
(A Component Unit of the City of Boston, Massachusetts) 

Schedule of Employer Allocations 

As of and for the Year Ended December 31, 2018 

Employer 

2018 Actual 
Employer 

Contributions 

Employer 
Allocation 
Percentage 

    
Group A   
City of Boston (the City)* $ 230,274 82.4424% 
Boston Housing Authority* 13,979 5.0047 
Boston Redevelopment Authority* 2,669 0.9556 
Boston Water and Sewer Commission* 11,957 4.2808 
Boston Public Health Commission* 20,436 7.3165 
Subtotal Participating Employers, excluding Sheriff of  

Suffolk County 279,315 100.0000 
    
Group B   
Sheriff of Suffolk County 

(Retirees as of December 31, 2009, funded by the City)* 3,874 100.0000 
Subtotal Participating Employers 283,189  
    
Group C   
Commonwealth of Massachusetts 

(Other contributing entity – City of Boston Teachers) 143,146 100.0000% 
Total actuarially determined contributions 426,335  
    
Excess contributions 12,000  
Total employer contributions $ 438,335  
 
* Indicates participating employer of the Plan 

See accompanying notes. 
 



Changes in Changes in Net Amortization of
Proportion Proportion Deferred Amounts

Net Difference and Differences Net Difference and Differences From Changes
Between Between Between Between  in Proportion Total Employer 

Differences Projected Employer Differences Projected Employer and Differences Pension Expense
Between and Actual Contributions Total Between and Actual Contributions Proportionate Pension Expense Between Employer Excluding That 
Expected Investment and Deferred Expected Investment and Total Share of Related to Specific Contributions Attributable to 

and Earnings on Proportionate Outflows and Earnings on Proportionate Deferred Allocable Plan Liabilities of and Proportionate Employer-Paid
Net Pension Actual Pension Plan Changes of Share of of Actual Pension Plan Changes of Share of Inflows of Pension Individual Share of Member

Entity Liability Experience Investments Assumptions Contributions Resources Experience Investments Assumptions Contributions Resources Expense Employers Contributions Contributions

Group A    
City of Boston (the City)*    1,646,711,851$         –$                              329,313,796$            115,584,915$            20,107,268$                 465,005,979$            135,024,756$            –$                              25,251,269$              –$                              160,276,025$               248,713,011$            –$                            8,136,217$                   256,849,228$            
Boston Housing Authority*    99,966,097                –                                19,991,486                7,016,756                  –                                   27,008,242                8,196,880                  –                                1,532,916                  9,075,260                  18,805,056                   15,098,495                –                              (4,274,739)                    10,823,756                
Boston Redevelopment Authority*    19,083,144                –                                3,816,296                  1,339,471                  –                                   5,155,767                  1,564,752                  –                                292,628                     1,438,645                  3,296,025                     2,882,244                  –                              (587,137)                       2,295,107                  
Boston Water and Sewer Commission*    85,505,279                –                                17,099,573                6,001,730                  1,440,228                     24,541,531                7,011,142                  –                                1,311,169                  2,982,668                  11,304,979                   12,914,388                –                              (416,708)                       12,497,680                
Boston Public Health Commission*    146,139,760              –                                29,225,416                10,257,746                1,341,298                     40,824,460                11,982,962                –                                2,240,959                  9,392,221                  23,616,142                   22,072,386                –                              (2,857,633)                    19,214,753                
Subtotal Participating Employers,    

excluding Sheriff of Suffolk County    1,997,406,131           –                                399,446,567              140,200,618              22,888,794                   562,535,979              163,780,492              –                                30,628,941                22,888,794                217,298,227                 301,680,524              –                              –                                   301,680,524              

Group B    
Sheriff of Suffolk County    

(retirees as of December 31, 2009, funded by the City)*    18,612,720                –                                –                                –                                –                                   –                                –                                –                                –                                –                                –                                   1,433,720                  –                              –                                   1,433,720                  
Subtotal Participating Employers,    

including Sheriff of Suffolk County    2,016,018,851           –                                399,446,567              140,200,618              22,888,794                   562,535,979              163,780,492              –                                30,628,941                22,888,794                217,298,227                 303,114,244              –                              –                                   303,114,244              

Group C    
Commonwealth of Massachusetts    

(other contributing entity – City of Boston Teachers)    2,551,190,360           –                                65,609,525                187,321,706              N/A 252,931,231              146,082,165              –                                –                                N/A 146,082,165                 257,077,304              –                              –                                   257,077,304              
Commonwealth of Massachusetts (state reimbursed COLA)    18,932,293                –                                (8,492,475)                 241,965                     N/A (8,250,510)                 1,570,524                  –                                –                                N/A 1,570,524                     (2,317,625)                 –                              –                                   (2,317,625)                 
Subtotal Commonwealth of Massachusetts    2,570,122,653           –                                57,117,050                187,563,671              –                                   244,680,721              147,652,689              –                                –                                –                                147,652,689                 254,759,679              –                              –                                   254,759,679              
Total for all entities    4,586,141,504$         –$                              456,563,617$            327,764,289$            22,888,794$                 807,216,700$            311,433,181$            –$                              30,628,941$              22,888,794$              364,950,916$               557,873,923$            –$                            –$                                 557,873,923$            
    
* Indicates participating employer of the Plan    
    
See accompanying notes.    

Deferred Inflows of Resources Pension ExpenseDeferred Outflows of Resources

Boston Retirement System
(A Component Unit of the City of Boston, Massachusetts)

Schedule of Pension Amounts by Employer

As of and for the Year Ended December 31, 2018
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Boston Retirement System  
(A Component Unit of the City of Boston, Massachusetts) 

Notes to Schedules of Employer Allocations and  
Pension Amounts by Employer 

December 31, 2018 

1. Plan Description 

The following description of the Boston Retirement System (formerly, the State-Boston 
Retirement System) (the System, BRS or the Plan) is provided for general information purposes 
only. Participants should refer to Chapter 32 of the Massachusetts General Law (M.G.L.) for 
more detailed information. The Board of Trustees is primarily responsible for the administration 
of the System and consists of five members as follows: the City Auditor (who serves as an ex 
officio member), a second member appointed by the Mayor, a third and fourth member elected 
by active or retired members, and a fifth member chosen by the other four members (or 
appointed by the Mayor if the other four members do not agree on a selection within 30 days of a 
vacancy). 

General 

The Plan is a cost-sharing, multiple-employer qualified defined benefit governmental pension 
plan established under Chapter 32 of the M.G.L. The Plan provides pension benefits for 
participating employees of the following plan member governmental units: 

• City of Boston (the City)* 

• Commonwealth of Massachusetts (other contributing entity – contributing towards City 
of Boston Teachers pensions) 

• Boston Redevelopment Authority* 

• Boston Housing Authority* 

• Boston Water and Sewer Commission* 

• Boston Public Health Commission* 

• Sheriff of Suffolk County (retirees as of December 31, 2009, funded by the City)* 

* Indicates participating employer of the Plan 

  



Boston Retirement System  
(A Component Unit of the City of Boston, Massachusetts) 

Notes to Schedules of Employer Allocations and  
Pension Amounts by Employer (continued) 
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1. Plan Description (continued) 

At January 1, 2018, system membership consisted of the following: 

Active plan members 20,995 
Retirees and beneficiaries receiving benefits 14,448 
Inactive members entitled to a return of contributions 9,514 
Inactive members entitled to, but not yet receiving benefits 1,109 
Total membership 46,066 
  
Number of participating employers 6 

 
The Commonwealth of Massachusetts (the Commonwealth) is responsible for funding the 
employer portion of all teacher pensions in the Commonwealth. All teachers in the 
Commonwealth are members of the Massachusetts Teachers Retirement System, with the 
exception of teachers employed by the City (Boston Teachers), who are members of the System. 
Although Boston Teachers are members of the System, the Commonwealth is the responsible 
contributing entity. Additionally, the Commonwealth reimburses the Plan for all cost-of-living 
increases paid to recipients that were awarded before 1997. 

Significant Provisions and Requirements 

Participation in the System is mandatory for all permanent, full-time, and certain part-time 
employees immediately upon the commencement of employment. Participants who resign from 
employment or are receiving workers’ compensation benefits and who are not eligible to receive 
a retirement allowance are entitled to request a refund of their accumulated total deductions. In 
addition, those participants who resign voluntarily with less than ten years of service are entitled 
to receive 3% per year interest; all others receive interest that has accrued on their cumulative 
deductions at the regular interest rate (.10% at December 31, 2018). 

Employees with ten or more years of service having attained age 55 are entitled to pension 
benefits; an earlier retirement is allowed upon completion of 20 years of service. The System 
provides for retirement allowance benefits up to a maximum of 80% of a participant’s highest 
consecutive three-year average annual rate of regular compensation (highest consecutive five-
year average for those members who join the System on or after April 2, 2012). Benefit  
 



Boston Retirement System  
(A Component Unit of the City of Boston, Massachusetts) 

Notes to Schedules of Employer Allocations and  
Pension Amounts by Employer (continued) 
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1. Plan Description (continued) 

payments are based upon a participant’s age, length of creditable service, regular compensation, 
and group classification. Participants become vested after ten years of creditable service. 
Effective July 1, 1998, Chapter 32 of the M.G.L. assigned the authority to establish and amend 
benefit provisions and grant cost-of-living increases for the Plan to the Boston Retirement Board. 

If a member in service dies due to causes unrelated to his or her job, the surviving spouse and/or 
surviving dependent children may receive retirement allowance benefits, either in a lump sum or 
in the form of an annuity, based on the length of service, contributions, and age. In the event 
there are no spouse and/or dependent children named, other beneficiaries may be entitled to a 
lump-sum distribution. Participants who become permanently and totally disabled from further 
duty may be eligible to receive accidental or ordinary disability retirement benefits. 

Accidental disability is provided to members with incapacitation resulting from a work-related 
injury or hazard. Generally, annual pension benefits are provided based on 72% of the annual 
rate of regular compensation a member earned while an active employee on date of injury or 
average annual rate of regular compensation. Ordinary disability is available to any member 
whose permanent incapacitation is not work-related and has attained ten years of creditable 
service. Such benefits are provided as if the member had attained the age of 55 (or actual age if 
over 55), based on the amount of creditable service actually earned. Limits are placed on how 
much a disability employee can earn from other sources while collecting a disability retirement 
pension. 

2. Summary of Significant Accounting Policies 

Investments are reported at fair value. Fair value is defined as the price that would be received to 
sell an asset or paid to transfer a liability in an orderly transaction between market participants at 
the measurement date (an exit price). 

Following is a description of the valuation techniques and inputs used for each major class of 
assets and liabilities measured at fair value. 

  



Boston Retirement System  
(A Component Unit of the City of Boston, Massachusetts) 

Notes to Schedules of Employer Allocations and  
Pension Amounts by Employer (continued) 
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2. Summary of Significant Accounting Policies (continued) 

Short-Term, Equity and Fixed Income Investments 

Securities traded on a national or international exchange are valued at the last reported sales 
price at current exchange rates. Certain fixed income securities not traded on an exchange are 
valued using a matrix pricing technique. Matrix pricing is used to value securities based on the 
securities’ relationship to benchmark quoted prices. 

Pooled Funds 

The fair value of shares in managed investment pools is based on unit values reported by the 
funds. 

Alternative Investments 

Alternative investments include hedge funds, holdings through commingled limited partnerships 
of venture capital funds, including equity interests in early, middle, and later stage companies, as 
well as debt and equity interests in buyouts, acquisitions, restructurings, mezzanine structures 
and special situations, such as litigation or spin-off activities. These investments are carried at 
the limited partnership interest or redemption value, the equivalent of net asset value, which 
approximates fair value. Values assigned to such investments are based on available information 
and do not necessarily represent amounts that may ultimately be realized in liquidation. 
Liquidation values depend largely on future circumstances, including marketability, and 
frequently cannot reasonably be estimated until at, or near, the liquidation date. 

Real Estate 

Real estate investments consist of interests in commercial properties held by various partnerships 
and other limited liability entities, some of which utilize debt financing. Fair values of such 
holdings are reported based on the net asset values of the entities, which are estimated using 
third-party appraisals and other information provided by property managers. 
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Notes to Schedules of Employer Allocations and  
Pension Amounts by Employer (continued) 
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2. Summary of Significant Accounting Policies (continued) 

Basis of Accounting 

The Schedules of Employer Allocations and Pension Amounts by Employer for the System 
present amounts that are considered elements of the financial statements of the System or of its 
participating employers. Accordingly, they do not purport to be a complete presentation of the 
financial position or changes in financial position of the System or of its participating employers. 
The amounts presented on the Schedules were prepared in accordance with U.S. generally 
accepted accounting principles. Such preparation requires management of the System to make a 
number of estimates and assumptions related to the reported amounts. Due to the inherent nature 
of these estimates, actual results could differ from those estimates. 

3. Allocation Percentage Methodology 

Although the System administers one cost-sharing multiple-employer defined benefit pension 
plan, separate (sub) actuarial valuations are prepared to determine the actuarial determined 
contributions rates by group for (a) the participating employers of the Plan, excluding Sheriff of 
Suffolk County, (b) Sheriff of Suffolk County and (c) the Commonwealth. The measurement of 
the collective net pension liability, deferred outflows of resources, deferred inflows of resources, 
and pension expense, excluding that attributable to employer-paid member contributions, are 
determined separately for each group. 

Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting and 
Financial Reporting for Pensions, requires participating employers in the System to recognize 
their proportionate share of the collective net pension liability, collective deferred outflows of 
resources, collective deferred inflows of resources and collective pension expense, excluding that 
attributable to employer-paid member contributions. The employer allocation percentages 
presented in the Schedule of Employer Allocations and applied to amounts presented in the 
Schedule of Pension Amounts by Employer are based on the ratio of each participating 
employer’s contributions to the total actuarially determined employer contributions of the 
respective group during the year ended December 31, 2018. The employer allocation percentages 
have been rounded for presentation purposes. Therefore, use of these percentages to recalculate 
individual employer amounts presented on the Schedule of Employer Pension Amounts may 
result in immaterial differences due to this rounding.  



Boston Retirement System  
(A Component Unit of the City of Boston, Massachusetts) 

Notes to Schedules of Employer Allocations and  
Pension Amounts by Employer (continued) 
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4. Contributions 

Participating employers are required to pay into the System their share of the remaining 
actuarially determined contribution and plan administration costs, which are apportioned among 
the participating employers based on an actuarial computation. 

As a condition of participation, employees are required to contribute 5% of their salary if hired 
prior to January 1, 1975; 7% if hired after January 1, 1975 and before January 1, 1984; 8% if 
hired after January 1, 1984 and before July 1, 1996; and 9% if hired after July 1, 1996. 
Employees hired after January 1, 1979 contribute an additional 2% of earnings in excess of 
$30,000 per year. Additionally, teachers who became members of the System after June 30, 
2001, or other teachers who elect this option, are required by law to contribute 11% of their 
salary. Overtime and certain additional earnings are not subject to these assessments and are not 
considered in the determination of final average salary. 

5. Collective Net Pension Liability and Actuarial Information 

The components of the net pension liability of the participating employers are as follows: 

 
December 31, 

2018 
  
Total pension liability $ 10,989,095,485 
Plan fiduciary net position 6,402,953,981 
Employers’ net pension liability $ 4,586,141,504 
Plan fiduciary net position as a  

percentage of the total pension liability 58.27% 
 
Actuarial assumptions: The total pension liability was determined by an actuarial valuation as of 
January 1, 2018, with update procedures used to roll forward the total pension liability to 
December 31, 2018, using the following actuarial assumptions, applied to all periods included 
in the measurement: 

Inflation: 3.25% for BRS excluding Teachers, 3.25% for Teachers 
  



Boston Retirement System  
(A Component Unit of the City of Boston, Massachusetts) 

Notes to Schedules of Employer Allocations and  
Pension Amounts by Employer (continued) 
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5. Collective Net Pension Liability and Actuarial Information (continued) 

Salary increases:  
 

 Boston BRS Excluding Boston Teachers 
Years of Service Teachers Group 1 Group 2 Group 4 
      
0 7.50% 4.00% 4.25% 4.50% 
1 7.10 4.00 4.25 4.50 
2 7.00 4.00 4.25 4.50 
3 6.90 4.00 4.25 4.50 
4 6.80 4.00 4.25 4.50 
5 6.70 4.00 4.25 4.50 
6 6.60 4.00 4.25 4.50 
7 6.50 4.00 4.25 4.50 
8 6.30 4.00 4.25 4.50 
9 6.10 4.00 4.25 4.50 
10 5.90 4.00 4.25 4.50 
11 5.70 4.00 4.25 4.50 
12 5.20 4.00 4.25 4.50 
13 4.70 4.00 4.25 4.50 
14 4.35 4.00 4.25 4.50 
15–16 4.20 4.00 4.25 4.50 
17–19 4.10 4.00 4.25 4.50 
20 and later 4.00 4.00 4.25 4.50 

 
Investment rate of return 7.50% for BRS excluding Boston Teachers 

and 7.35% for Boston Teachers, net of 
investment expenses, including inflation 

 
Cost of living adjustments 3.00% of first $14,000 

 
  



Boston Retirement System  
(A Component Unit of the City of Boston, Massachusetts) 

Notes to Schedules of Employer Allocations and  
Pension Amounts by Employer (continued) 
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5. Collective Net Pension Liability and Actuarial Information (continued) 

Mortality Rates: 

Healthy: RP-2014 Blue Collar Employee and Healthy Annuitant Mortality Tables 
set forward one year for female participants projected generationally 
using Scale MP-2017 for BRS excluding Teachers and RP-2104 White 
Collar Employee and Healthy Annuitant Mortality Tables projected 
generationally with Scale MP-2016 for Teachers (previously, RP2000 
Employee and Healthy Annuitant Mortality Tables projected 
generationally using Scale BB2D from 2009 for BRS excluding 
Teachers and RP2014 Employee and Healthy Annuitant Mortality 
Tables projected generationally using Scale BB2D from 2014 for 
Teachers) 

Disabled: RP-2014 Blue Collar Healthy Annuitant Mortality Table set forward 
one year projected generationally using Scale MP-2017 for BRS 
excluding Teachers and RP-2014 Healthy Annuitant Mortality Table set 
forward four years projected generationally using Scale BB2D from 
2014 for Teachers (previously, RP-2000 Healthy Annuitant Mortality 
Table projected generationally using Scale BB2D from 2015 for BRS 
excluding Boston Teachers and RP-2014 Healthy Annuitant Mortality 
Table set forward four years projected generationally using Scale BB2D 
from 2014 for Boston Teachers) 

The long-term expected rate of return on pension plan investments was determined using a 
building-block method in which expected future real rates of return (expected returns, net of 
inflation) are developed for each major asset class. These returns are combined to produce the 
long-term expected rate of return by weighting the expected future real rates of return by the 
target asset allocation percentage and by adding expected inflation. The target allocation 
(approved by the Boston Retirement Board) and projected arithmetic real rates of return for each 
major asset class, after deducting inflation, but before investment expenses, used in the 
derivation of the long-term expected investment rate of return assumption are summarized in the 
following table: 
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Notes to Schedules of Employer Allocations and  
Pension Amounts by Employer (continued) 

 

  
1902-3046524 13

5. Collective Net Pension Liability and Actuarial Information (continued) 

Asset Class 

BRS 
Excluding 

Boston 
Teachers –

Target 
Allocation 

Boston 
Teachers –

Target 
Allocation 

Long-Term 
Expected  

Real Rate of 
Return 

     
Domestic equity 23.00% 21.00% 6.16% 
International developed markets equity 17.00 13.00 6.69 
Emerging markets equity 8.00 5.00 9.47 
Core fixed income 16.00 15.00 1.89 
High yield fixed income 10.00 8.00 4.00 
Real estate 10.00 10.00 4.58 
Commodities 0.00 4.00 4.77 
Hedge fund, GTAA, risk parity 9.00 11.00 3.68 
Private equity 7.00 13.00 10.00 

 
Discount rate: The discount rates used to measure the Total Pension Liability (TPL) and Net 
Pension Liability (NPL) as of December 31, 2018 were 7.50% for the BRS excluding Boston 
Teachers and 7.35% for Boston Teachers. The projection of cash flows used to determine the 
discount rate assumed plan member contributions will be made at the current contribution rate 
and that employer contributions will be made at rates equal to the actuarially determined 
contribution rates. For this purpose, only employer contributions that are intended to fund 
benefits for the current plan members and their beneficiaries are included. Projected employer 
contributions that are intended to fund the service costs for future plan members and their 
beneficiaries, as well as projected contributions from future plan members, are not included. 
Based on those assumptions, the Plan Fiduciary Net Position (FNP) was projected to be available 
to make all projected future benefit payments for current plan members. Therefore, the long-term 
expected rate of return on pension plan investments was applied to all periods of projected 
benefit payments to determine the TPL as of both December 31, 2018 and 2016. 
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(A Component Unit of the City of Boston, Massachusetts) 

Notes to Schedules of Employer Allocations and  
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5. Collective Net Pension Liability and Actuarial Information (continued) 

Sensitivity of the net pension liability to changes in the discount rate: The following presents the 
net pension liability of the System as of December 31, 2018, calculated using the discount rate of 
7.50% for the BRS excluding Teachers and 7.35% for Teachers, as well as what the Boston 
Retirement System’s NPL would be if it were calculated using a discount rate that is 1-
percentage-point lower (6.50% for the BRS excluding Teachers and 6.35% for the Teachers) or 
1-percentage-point higher (8.50% for the BRS excluding Teachers and 8.35% for the Teachers) 
than the current rate (in thousands): 

The following is what the System’s net pension liability would be if it were calculated using a 
discount rate that is 1-percentage-point lower (6.50% for the BRS excluding Boston Teachers 
and 6.35% for the Boston Teachers) or 1-percentage-point higher (8.50% for the BRS excluding 
Boston Teachers and 8.35% for the Boston Teachers) than the current rate: 

 1% Decrease 
Current  
Discount  1% Increase  

    
Group A $ 2,762,619,719 $ 1,997,406,131 $ 1,350,078,113 
Group B 20,710,512 18,612,720 16,838,105 
Group C 3,059,424,682 2,570,122,653 2,163,892,223 
System’s net pension liability as of 

December 31, 2018 $ 5,842,754,913 $ 4,586,141,504 $ 3,530,808,441 
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6. Collective Deferred Outflows of Resources and Deferred Inflows of Resources 

The following presents a summary of changes in the collective deferred outflows of resources 
and deferred inflows of resources for the year ended December 31, 2018: 

 

Deferred 
Outflows of 
Resources 

Deferred  
Inflows of 
Resources 

Difference between expected and actual experience in the  
Total Pension Liability $ – $ 311,433,181 

Changes in proportion and differences between employer’s 
contributions and proportionate share of contributions 22,888,794 22,888,794 

Changes of assumptions 327,764,289 30,628,941 
Net difference between projected and actual earnings on  

pension plan investments 456,563,617 – 
Total $ 807,216,700 $ 364,950,916 

 
Amounts reported as deferred outflows of resources and deferred inflows of resources related to 
pensions will be recognized in pension expense as follows: 

Participating Employers’ 
Fiscal Year Ending June 30: Group A Group B Group C Total 
      
2020 $ 116,102,819 $ – $ 55,847,199 $ 171,950,018 
2021 43,764,500 – 21,335,063 65,099,563 
2022 45,444,103 – (8,203,232) 37,240,871 
2023 155,069,447 – 43,327,485 198,396,932 
2024 (15,143,117) – (15,278,483) (30,421,600) 
Total $ 345,237,752 $ – $ 97,028,032 $ 442,265,784 
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7. Pension Expense 

The components of allocable pension expense for the year ended December 31, 2018 are as 
follows: 

Service cost $ 224,582,327 
Interest 795,871,906 
Recognized portion of current-period benefit changes – 
Recognized portion of current period difference between expected  

and actual experience in the TPL (30,421,599) 
Contributions – employee  (168,425,188) 
Projected earnings on pension plan investments (503,716,588) 
Administrative expenses 9,235,803 
Recognized portion of current-period changes of assumptions or  

other inputs – 
Recognized portion of current period difference between  

projected and actual earnings on pension plan investments 165,958,807 
Recognition of deferred inflows of resources (178,478,558) 
Recognition of deferred outflows of resources 243,267,013 
Total pension expense $ 557,873,923 
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