OPERS February 24, 2011

Notice

Ohio Public Employees Retirement System ¢ 277 East Town Street * Columbus, Ohio 43215

Update on GASB Statements 27 and 45
Who should read this notice
Those responsible for compiling the Comprehensive Annual Financial Report (CAFR)
Situation overview
Each year, employers request information regarding the pension system’s benefits as
required by the Governmental Accounting Standards Board (GASB) Statements 27 and 45.
Note: . . .
Knowledge and Attached please find the current information for:
adherence to GASB . .
statements is essential e Statement 27, Accounting for Pensions by State and Local Governmental
: Employers, requires public employers to provide detailed disclosures of pension
when preparing annual : MR ; S )
financial reporting information in financial statements and accompanying information.
documents. e Statement 45, Accounting and Financial Reporting by Employers for Post-
GASB 12 has b employment Benefits other than Pension, establishes standards for disclosure
Al y as.d beeg_ 1SB of information on post-employment benefits other than pension benefits by all state
ully replacea by and local government employers.
45 as the three year
window to implement
GASB 45 closed What employers need to do
December 2010 Please review the information and include, as appropriate, in your financial documents.
Whom to contact for more information
After reviewing this Employer Notice, contact Employer Outreach with questions at
888-400-0965, or by e-mail at employeroutreach@opers.org.
For a current listing of OPERS Board members, please visit www.opers.org
This Employer Notice is written in plain language for use by public employers who are subject to coverage under
the Ohio Public Employees Retirement System. It is not intended as a substitute for the federal or state law,
OPE RS namely the Ohio Revised Code, the Ohio Administrative Code, or the Internal Revenue Code, nor will its
interpretation prevail should a conflict arise between it and the Ohio Revised Code, Ohio Administrative Code,
or Internal Revenue Code. Rules governing the retirement system are subject to change periodically either by
1-888-400-0965 statute of the Ohio General Assembly, regulation of the Ohio Public Employees Retirement Board, or regulation
of the Internal Revenue Code. If you have questions about this material, please contact our office or seek legal
WWW. opers org advice from your attorney.



mailto:employeroutreach@opers.org

GASB Statement No. 27

Statement 27 of the Governmental Accounting Standards Board (GASB), Accounting for Pensions by State and Local
Governmental Employers, requires public employers to provide detailed disclosure of pension information in financial
statements and accompanying information.

To assist you, OPERS is providing the disclosure data required in paragraph 20 of GASB Statement 27. Please be aware that,
in addition to this information, you’ll need to supply information from your records. A sample disclosure notice can be found
in GASB Statement 27, Appendix D, Illustration 3.

A. Ohio Public Employees Retirement System (OPERS) administers three separate pension plans as described below:
1. The Traditional Pension Plan - a cost sharing, multiple-employer defined benefit pension plan.

2. The Member-Directed Plan - a defined contribution plan in which the member invests both member and employer
contributions (employer contributions vest over five years at 20% per year). Under the Member-Directed Plan,
members accumulate retirement assets equal to the value of member and (vested) employer contributions plus any
investment earnings.

3. The Combined Plan - a cost sharing, multiple-employer defined benefit pension plan. Under the Combined Plan,
OPERS invests employer contributions to provide a formula retirement benefit similar in nature to, but less than,
the Traditional Pension Plan benefit. Member contributions, the investment of which is self-directed by the
members, accumulate retirement assets in a manner similar to the Member-Directed Plan.

B. OPERS provides retirement, disability, survivor and death benefits and annual cost-of living adjustments to members of
the Traditional Pension and Combined Plans. Members of the Member-Directed Plan do not qualify for ancillary
benefits.

C. Authority to establish and amend benefits is provided in Chapter 145 of the Ohio Revised Code.

D. OPERS issues a stand-alone financial report. Interested parties may obtain a copy by writing to OPERS, 277 East Town
Street, Columbus, OH 43215-4642, or by calling 614-222-5601 or
800-222-7377.

E. The Ohio Revised Code provides statutory authority for member and employer contributions. For 2010, member and
employer contribution rates were consistent across all three plans. While members in the state and local divisions may
participate in all three plans, law enforcement and public safety divisions exist only within the Traditional Pension Plan.

The 2010 member contribution rates were 10.0% of covered payroll for members in state and local classifications.
Public safety and law enforcement members contributed 10.5% and 11.1%, respectively.

The 2010 employer contribution rate for state and local employers was 14.00% of covered payroll. The law
enforcement and public safety division employer contribution rate was 17.87% of covered payroll.

F. Total required employer contributions for all plans are equal to 100% of employer charges and should be extracted from
the employer’s records.



GASB Statement No. 45

Statement 45 of the Governmental Accounting Standards Board (GASB), Accounting and Financial Reporting by Employers
for Post-employment Benefits other than Pension, establishes standards for disclosure of information on post-employment
benefits other than pension benefits by all state and local government employers.

To assist you, OPERS is providing the disclosure data required in paragraph 24 of GASB Statement 45. Please be aware
that, in addition to this information, you’ll need to supply information from your records. A sample disclosure notice can be
found in GASB Statement 45, Appendix D, Illustration 5.

A.

C.

Plan Description

Ohio Public Employees Retirement System (OPERS) administers three separate pension plans: The
Traditional Pension Plan—a cost-sharing, multiple-employer defined benefit pension plan; the Member-
Directed Plan—a defined contribution plan; and the Combined Plan—a cost sharing, multiple-employer
defined benefit pension plan that has elements of both a defined benefit and defined contribution plan.

OPERS maintains a cost-sharing multiple employer defined benefit post-employment healthcare plan, which includes a
medical plan, prescription drug program and Medicare Part B premium reimbursement, to qualifying members of both
the Traditional Pension and the Combined Plans. Members of the Member-Directed Plan do not qualify for ancillary
benefits, including post-employment health care coverage.

In order to qualify for post-employment health care coverage, age-and-service retirees under the Traditional Pension
and Combined Plans must have 10 or more years of qualifying Ohio service credit. Health care coverage for disability
benefit recipients and qualified survivor benefit recipients is available. The health care coverage provided by OPERS
meets the definition of an Other Post Employment Benefit (OPEB) as described in GASB Statement 45.

The Ohio Revised Code permits, but does not mandate, OPERS to provide OPEB benefits to its eligible members and
beneficiaries. Authority to establish and amend benefits is provided in Chapter 145 of the Ohio Revised Code.

OPERS issues a stand-alone financial report. Interested parties may obtain a copy by writing OPERS, 277 East Town
Street, Columbus OH 43215-4642, or by calling 614-222-5601 or 800-222-7377.

Funding Policy

The Ohio Revised Code provides the statutory authority requiring public employers to fund post retirement health care
through their contributions to OPERS. A portion of each employer’s contribution to OPERS is set aside for the funding
of post retirement health care benefits.

Employer contribution rates are expressed as a percentage of the covered payroll of active members. In 2010, state and
local employers contributed at a rate of 14.00% of covered payroll and public safety and law enforcement employers
contributed at 17.87%. The Ohio Revised Code currently limits the employer contribution to a rate not to exceed
14.0% of covered payroll for state and local employer units and 18.1% of covered payroll for law and public safety
employer units. Active members do not make contributions to the OPEB Plan.

OPERS’ Post Employment Health Care plan was established under, and is administrated in accordance with, Internal
Revenue Code 401(h). Each year, the OPERS Board of Trustees determines the portion of the employer contribution
rate that will be set aside for funding of post employment health care benefits. The portion of employer contributions
allocated to health care for members in the Traditional Plan was 5.5% from January 1 through February 28, 2010 and
5.0% from March 1 through December 31, 2010. The portion of employer contributions allocated to health care for
members in the Combined Plan was 4.73% from January 1 through February 28, 2010, and 4.23% from March 1
through December 31, 2010. The OPERS Board of Trustees is also authorized to establish rules for the payment of a
portion of the health care benefits provided, by the retiree or their surviving beneficiaries. Payment amounts vary
depending on the number of covered dependents and the coverage selected.

Information from employer’s records



The rates stated in Section B, above, are the contractually required contribution rates for OPERS. As part of this
disclosure, it will be necessary for the employer to disclose the employer contributions actually made to fund post-
employment benefits. The portion of your employer contributions that were used to fund post-employment benefits can
be approximated by multiplying actual employer contributions for January 1 through February 28, 2010 by 0.3929 for
both state and local employers and 0.3078 for both law enforcement and public safety employers. For the period March
1 through December 31, 2010, multiply the actual employer contributions by 0.3571 for both state and local employers
and 0.2798 for both law enforcement and public safety employers.

OPERS Retirement Board Implements its Health Care Preservation Plan.

The Health Care Preservation Plan (HCPP) adopted by the OPERS Board of Trustees September 9, 2004, was effective
January 1, 2007. Member and employer contribution rates for state and local employers increased January 1 of each
year from 2006 to 2008. Rates for law and public safety employers increased over a six year period beginning January
1, 2006, with a final rate increase January 1, 2011. These rate increases allowed additional funds to be allocated to the
health care plan.



