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INDEPENDENT AUDITORS’ REPORT 

Mr. William McNamara, Comptroller 
Commonwealth of Massachusetts 

Report on the Audit of the Schedules 
Opinions 

We have audited the accompanying schedule of nonemployer allocations of the Massachusetts Teachers’ 
Retirement System (MTRS) as of and for the fiscal year ended June 30, 2022, and the related notes. We have also 
audited the total for the columns titled net pension liability, total deferred outflows of resources, total deferred 
inflows of resources, and total nonemployer pension expense (specified column totals), included in the 
accompanying schedule of collective pension amounts of MTRS as of and for the fiscal year ended June 30, 2022, 
and the related notes. 

In our opinion, the schedules referred to above present fairly, in all material respects, the nonemployer allocations 
and ending net pension liability, total deferred outflows of resources, total deferred inflows of resources, and total 
pension expense of MTRS as of and for the year ended June 30, 2022, in accordance with accounting principles 
generally accepted in the United States of America. 

Basis for Opinions 

We conducted our audit in accordance with auditing standards generally accepted in the United States of America 
(GAAS). Our responsibilities under those standards are further described in the Auditors’ Responsibilities for the 
Audit of the Schedules section of our report. We are required to be independent of MTRS and to meet our other 
ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe that 
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions. 

Responsibilities of Management for the Schedules 
Management is responsible for the preparation and fair presentation of these schedules in accordance with 
accounting principles generally accepted in the United States of America, and for 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 Responsibilities for the Audit of the Schedules 

Our objectives are to obtain reasonable assurance about whether the schedules of nonemployer allocations and 
specified column totals included in the schedule of collective pension amounts are free from material misstatement, 
whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable assurance is 
a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in 
accordance with GAAS will always detect a material misstatement when it exists. The risk of not detecting a 
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are 
considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence 
the judgment made by a reasonable user based on the schedules of nonemployer allocations and specified column 
totals included in the schedule of collective pension amounts. 
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In performing an audit in accordance with GAAS, we: 

 Exercise professional judgment and maintain professional skepticism throughout the audit.
 Identify and assess the risks of material misstatement of the schedule of nonemployer allocations and the
specified totals included in the schedule of collective pension amounts of MTRS, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the amounts and disclosures in the schedule of nonemployer allocations and the
specified totals included in the schedule of collective pension amounts of MTRS.
 Obtain an understanding of internal control relevant to the audit 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
MTRS’ internal control. Accordingly, no such opinion is expressed.
 Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the schedule of nonemployer
allocations and the specified totals included in the schedule of collective pension amounts of MTRS.

We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control related matters 
that we identified during the audit. 

Other Matter 
We have audited, in accordance with auditing standards generally accepted in the United States of America, 
the financial statements of the Commonwealth of Massachusetts as of and for the year ended June 30, 2022, and 
our report thereon, dated May 31, 2023, expressed an unmodified opinion on those financial statements. MTRS 
is reported as a pension trust fund in the financial statements of the Commonwealth of Massachusetts. 

Other Information 
Management is responsible for the other information. The other information comprises the supplemental 
schedule of employer allocations of special funding amounts, the supplemental schedule of special funding 
amounts by employer, and the related notes, but does not include the schedules and our auditors’ report 
thereon. Our opinions on the schedules do not cover the other information, and we do not express an opinion 
or any form of assurance thereon. 

In connection with our audit of the schedules, our responsibility is to read the other information and consider 
whether a material inconsistency exists between the other information and the schedules, or the other 
information otherwise appears to be materially misstated. If, based on the work performed, we conclude that 
an uncorrected material misstatement of the other information exists, we are required to describe it in our 
report. 

Restriction on Use 
Our report is intended solely for the information and use of MTRS management and its board, MTRS employers 
and their auditors, and the Commonwealth of Massachusetts, and is not intended to be, and should not be, 
used by anyone other than these specified parties. 

CliftonLarsonAllen LLP 

Boston, Massachusetts 
July 24, 2023 
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See accompanying notes to schedules. 
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See accompanying notes to schedules. 
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NOTE 1 – PLAN DESCRIPTION 

The Massachusetts Teachers’ Retirement System (MTRS) is a public employee retirement system (PERS) 
that administers a cost-sharing multiple employer defined benefit pension plan, as defined in 
Governmental Accounting Standards Board (GASB) Statement No. 67, Financial Reporting for Pension Plans.  
MTRS is managed by the Commonwealth on behalf of municipal teachers and municipal teacher retirees.  
The Commonwealth is a nonemployer contributing entity and is legally responsible for all contributions 
and future benefit requirements of the MTRS.  The MTRS covers certified teachers in cities (except Boston), 
towns, regional school districts, charter schools, educational collaboratives and Quincy College.  The MTRS 
is reported as a pension trust fund in the Commonwealth’s Annual Comprehensive Financial Report and 
does not issue a stand-alone audited financial report. 

Management of MTRS is vested in the Massachusetts Teachers’ Retirement Board (MTRB), which consists 
of seven members-two elected by the MTRS members, the State Treasurer (or their designee), the State 
Auditor (or their designee), a member appointed by the Governor, the Commissioner of Education (or their 
designee), who serves ex-officio as the Chairman of the MTRB and one who is chosen by the six other MTRB 
members. 

Benefits provided.  MTRS provides retirement, disability, survivor and death benefits to members and their 
beneficiaries.  Massachusetts General Laws (MGL) establishes uniform benefit and contribution 
requirements for all contributory PERS.  These requirements provide for superannuation retirement 
allowance benefits up to a maximum of 80% of a member’s highest three-year average annual rate of 
regular compensation.  For employees hired after April 1, 2012, retirement allowances are calculated on the 
basis of the last five years or any five consecutive years, whichever is greater in terms of compensation.  
Benefit payments are based upon a member’s age, length of creditable service, group creditable service, 
and group classification.  The authority for amending these provisions rests with the Legislature. 

Members become vested after ten years of creditable service.  A superannuation retirement allowance may 
be received upon the completion of 20 years of creditable service or upon reaching the age of 55 with ten 
years of service.  Normal retirement for most employees occurs at age 65.  Most employees who joined the 
system after April 1, 2012 cannot retire and receive benefit prior to age 60. 

The MTRS’ funding policies have been established by Chapter 32 of the MGL.  The Legislature has the 
authority to amend these policies.  The annuity portion of the MTRS retirement allowance is funded by 
employees, who contribute a percentage of their regular compensation.  Costs of administering the plan 
are funded out of plan assets.   
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Member contributions for MTRS vary depending on the most recent date of membership: 

In addition, members who join the system on or after April 2, 2012, will have their withholding rates 
reduced by 3% after achieving 30 years of creditable service.  

NOTE 2 – BASIS OF PRESENTATION 

The Schedule of Nonemployer Allocations and Schedule of Collective Pension Amounts (the Schedules) 
present amounts that are elements of the financial statements of the MTRS and the Commonwealth of 
Massachusetts as the nonemployer entity.  Accordingly, they do not purport to be a complete presentation 
of the financial position or changes in financial position of the MTRS or the Commonwealth of 
Massachusetts.  The amounts presented in the Schedules were prepared in accordance with U.S. generally 
accepted accounting principles.  Such preparation requires management of the MTRS to make a number of 
estimates and assumptions related to the reported amounts.  Actual results could differ from those 
estimates. 

NOTE 3 – SPECIAL FUNDING SITUATION 

The Commonwealth is a nonemployer contributing entity and is required by statute to make all actuarially 
determined employer contributions on behalf of the member employers.  Therefore, these employers are 
considered to be in a special funding situation as defined by GASB Statement No. 68, Accounting and 
Financial Reporting for Pensions and the Commonwealth is a nonemployer contributing entity in MTRS.  
Since the employers do not contribute directly to MTRS, there is no net pension liability to recognize for 
each employer.  However, the notes to the financial statements must disclose the portion of the 
nonemployer contributing entities’ share of the collective net pension liability that is associated with the 
employer.  In addition, each employer must recognize its portion of the collective pension expense as both 
a revenue and pension expense.   
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NOTE 4 – COLLECTIVE NET PENSION LIABILITY 

The collective net pension liability on June 30, 2022 was as follows (amounts in thousands): 

Actuarial Assumptions 

The total pension liability for the June 30, 2022 measurement date was determined by an actuarial valuation 
as of January 1, 2022 rolled forward to June 30, 2022, using the following actuarial assumptions: 

1. (a) 2.5% inflation rate; (b) 7.00% investment rate of return; (c) 3.50% interest rate credited to the annuity 
savings fund; and (d) 3.00% cost of living increase on the first $13,000 of allowance per year.   

2. Salary increases are based on analyses of past experience but range from 4.00% to 7.50% depending on 
length of service. 

3. Mortality rates were as follows: 
Pre-retirement – reflects Pub-2010 Teachers Employees mortality table (headcount weighted) 
projected generationally with Scale MP-2020 (gender distinct). 

Post-retirement – reflects Pub-2010 Teachers Retirees mortality table (headcount weighted) 
projected generationally with Scale MP-2020 (gender distinct). 

Disability – assumed to be in accordance with the Pub-2010 Teachers Retirees mortality table 
(headcount weighted) projected generationally with Scale MP-2020 (gender distinct). 

4. Experience study was performed as follows: 
Dated July 21, 2014 and encompasses the period January 1, 2006 to December 31, 2011, updated to 
reflect post-retirement mortality from 2012 to 2020 for post-retirement mortality. 

Investment assets of the MTRS are with the Pension Reserves Investment Trust (PRIT) Fund.  The long-
term expected rate of return on pension plan investments was determined using a building-block method 
in which best-estimate ranges of expected future rates of return are developed for each major asset class.  
These ranges are combined to produce the long-term expected rate of return by weighting the expected 
future rates of return by the target asset allocation percentage.  Best estimates of geometric rates of return 
for each major asset class included in the PRIT Fund’s target asset allocation as of June 30, 2022 are 
summarized in the following table: 
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Discount Rate 

The discount rate used to measure the total pension liability was 7.00%.  The projection of cash flows used 
to determine the discount rate assumed that plan member contributions will be made at the current 
contribution rates and the Commonwealth’s contributions will be made at rates equal to the difference 
between actuarially determined contribution rates and the member rates.  Based on those assumptions, the 
net position was projected to be available to make all projected future benefit payments of 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 total pension liability. 

Sensitivity Analysis 

The following illustrates the sensitivity of the collective net pension liability to changes in the discount rate 
as of June 30, 2022.  In particular, the table presents the MTRS collective net pension liability assuming it 
was calculated using a single discount rate that is one-percentage-point lower or one-percentage-point 
higher than the current discount rate (amounts in thousands): 
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NOTE 5 – DEFERRED OUTFLOW AND INFLOW OF RESOURCES 

The following table summarizes the changes in both deferred outflows and deferred inflows of resources 
(amounts in thousands): 
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Amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions 
will be recognized in the collective pension expense as follows (amounts in thousands):

NOTE 6 - COLLECTIVE PENSION EXPENSE 

The following table shows the components of pension expense as of June 30, 2022 (amounts in thousands): 
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NOTE 1 – SCHEDULE OF EMPLOYER ALLOCATIONS OF SPECIAL FUNDING AMOUNTS 

The Supplemental Schedule of Employer Allocations of Special Funding Amounts shows the total 
Commonwealth support provided to the employers for the year ending June 30, 2022.  The total of 
Commonwealth provided contributions has been allocated based on the ratio of each employer’s covered 
payroll to the total covered payroll (approximately $8,231,012,000) of employers in MTRS as of the 
measurement date of June 30, 2022.  The Supplemental Schedule of Employer Allocations of Special 
Funding Amounts is included to provide employers with their calculated proportionate share that will be 
used to recognize pension expense and revenue and to disclose the proportionate share of the collective 
net pension liability. 

NOTE 2 – COMPONENTS ON SCHEDULE OF SPECIAL FUNDING AMOUNTS BY EMPLOYER 

Commonwealth’s Proportionate Share of the Net Pension Liability Associated with the District 

The Commonwealth’s proportionate share of the net pension liability associated with each employer is 
equal to the collective net pension liability multiplied by the employer’s proportionate share percentage 
for the fiscal year ending June 30, 2022, as shown in the Supplemental Schedule of Employer Allocations of 
Special Funding Amounts. 

Employer Pension Expense and Revenue from Commonwealth Support 

Employers in a special funding situation are required to recognize pension expense and revenue for the 
support provided by the nonemployer contributing entity (the Commonwealth).  All employers in MTRS 
are special funding situations with employer contributions paid by the Commonwealth.  The amount 
reported in the Employer Pension Expense and Revenue from Commonwealth Support Column are 
calculated for each participating employer by multiplying the collective pension expense by the allocation 
percentage as shown in the Supplemental Schedule of Employer Allocations of Special Funding Amounts. 




