Sample Entity, Ohio
Notes to the Basic Financial Statements

For the Fiscal Year Ended June 30, 2015


Note:  References to the entity type are highlighted.  Different entity types can change the “Sample Entity” references to meet their specific needs.  

Items highlighted in green will need customized to your specific entity.
Note 11 ‑ Defined Benefit Pension Plans
Plan Description - School Employees Retirement System (SERS)
Plan Description – Sample Entity non-teaching employees participate in SERS, a cost-sharing multiple-employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.  Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-alone financial report that includes financial statements, required supplementary information and detailed information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit Resources. 
Age and service requirements for retirement are as follows:


[image: image1.emf]Eligible to  Eligible to

Retire on or before Retire on or after

August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*  Members with 25 years of service credit as of August 1, 2017, will be included in this plan.


Annual retirement benefits are calculated based on final average salary multiplied by a percentage that varies based on year of service;  2.2 percent for the first thirty years of service and 2.5 percent for years of service credit over 30.  Final average salary is the average of the highest three years of salary.
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary date of the benefit.
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and the School District is required to contribute 14 percent of annual covered payroll.  The contribution requirements of plan members and employers are established and may be amended by the SERS’ Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the fiscal year ended June 30, 2015, the allocation to pension, death benefits, and Medicare B was 13.18 percent.  The remaining 0.82 percent of the 14 percent employer contribution rate was allocated to the Health Care Fund.
The Sample Entity’s contractually required contribution to SERS was $xxx,xxx for fiscal year 2015. 
Plan Description - State Teachers Retirement System (STRS)
Plan Description – Sample Entity licensed teachers and other faculty members participate in STRS Ohio, a cost-sharing multiple-employer public employee retirement system administered by STRS.  STRS provides retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS issues a stand-alone financial report that includes financial statements, required supplementary information and detailed information about STRS’ fiduciary net position.  That report can be obtained by writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at www.strsoh.org.

New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 percent of final average salary for the five highest years of earnings multiplied by all years of service. With certain exceptions, the basic benefit is increased each year by two percent of the original base benefit.  For members retiring August 1, 2013, or later, the first two percent is paid on the fifth anniversary of the retirement benefit.  Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 25 years of service, or 30 years of service regardless of age.  Age and service requirements for retirement will increase effective August 1, 2015, and will continue to increase periodically until they reach age 60 with 35 years of service or age 65 with five years of service on August 1, 2026.

The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent employer contributions into an investment account.  Investment allocation decisions are determined by the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.  

The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, member contributions are allocated among investment choices by the member, and employer contributions are used to fund the defined benefit payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan payment is payable to a member on or after age 60 with five years of services.  The defined contribution portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity at age 50.

New members who choose the DC plan or Combined Plan will have another opportunity to reselect a permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer to another STRS plan.  The optional annuitization of a member’s defined contribution account or the  defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing the risk of investment gain or loss on the account.  STRS has therefore  included all three plan options as one defined benefit plan for GASB 68 reporting purposes.  

A DB or Combined Plan member with five or more years of credited service who is determined to be disabled may qualify for a disability benefit.  Eligible survivors of members who die before service retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who become disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance. 
Funding Policy – Employer and member contribution rates are established by the State Teachers Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  The statutory maximum employee contribution rate was increased one percent July 1, 2014, and will be increased one percent each year until it reaches 14 percent on July 1, 2016.  For the fiscal year ended June 30, 2015, plan members were required to contribute 12 percent of their annual covered salary. The Sample Entity was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension obligations.  The fiscal year 2015 contribution rates were equal to the statutory maximum rates.
The Sample Entity’s contractually required contribution to STRS was $x,xxx,xxx for fiscal year 2015.    
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