Village of Generic, Ohio
Notes to the Basic Financial Statements

For the Year Ended December 31, 2015



Note:  This shell is set up for Villages.  References to the entity type are highlighted.  Different entity types can change the “Village” references as needed.  

The OPERS portion of the note presents information for the traditional plan only; it will need to be edited to include the combined plan and member-directed plan if needed or material. 

Items highlighted in green may need customized.
Note 11 ‑ Defined Benefit Pension Plans
Plan Description – Ohio Public Employees Retirement System (OPERS)
Note:  This shell includes state and local division, public safety division and law enforcement division.  The note should be customized to include only the divisions in which your local government participates.  
Plan Description - Village employees, other than full-time police and firefighters, participate in the Ohio Public Employees Retirement System (OPERS).  OPERS administers three separate pension plans.  The traditional pension plan is a cost-sharing, multiple-employer defined benefit pension plan.  The member-directed plan is a defined contribution plan and the combined plan is a cost-sharing, multiple-employer defined benefit pension plan with defined contribution features.  While members (e.g. Village employees) may elect the member-directed plan and the combined plan, substantially all employee members are in OPERS’ traditional plan; therefore, the following disclosure focuses on the traditional pension plan.
OPERS provides retirement, disability, survivor and death benefits, and annual cost of living adjustments to members of the traditional plan.  Authority to establish and amend benefits is provided by Chapter 145 of the Ohio Revised Code.  OPERS issues a stand-alone financial report that includes financial statements, required supplementary information and detailed information about OPERS’ fiduciary net position that may be obtained by visiting https://www.opers.org/financial/reports.shtml, by writing to the Ohio Public Employees Retirement System, 277 East Town Street, Columbus, Ohio 43215-4642, or by calling 800-222-7377.

Senate Bill (SB) 343 was enacted into law with an effective date of January 7, 2013. In the legislation, members were categorized into three groups with varying provisions of the law applicable to each group.  The following table provides age and service requirements for retirement and the retirement formula applied to final average salary (FAS) for the three member groups under the traditional plan as per the reduced benefits adopted by SB 343 (see OPERS CAFR referenced above for additional information):


[image: image1.emf]Group A Group B Group C

Eligible to retire prior to 20 years of service credit prior to Members not in other Groups

January 7, 2013 or five years January 7, 2013 or eligible to retire and members hired on or after

after January 7, 2013 ten years after January 7, 2013 January 7, 2013

State and Local State and Local State and Local

Age and Service Requirements: Age and Service Requirements: Age and Service Requirements:

Age 60 with 60 months of service credit Age 60 with 60 months of service credit Age 57 with 25 years of service credit

or Age 55 with 25 years of service credit or Age 55 with 25 years of service credit or Age 62 with 5 years of service credit

Formula: Formula: Formula:

2.2% of FAS multiplied by years of 2.2% of FAS multiplied by years of 2.2% of FAS multiplied by years of

service for the first 30 years and 2.5% service for the first 30 years and 2.5% service for the first 35 years and 2.5%

for service years in excess of 30 for service years in excess of 30 for service years in excess of 35

Public Safety Public Safety Public Safety

Age and Service Requirements: Age and Service Requirements: Age and Service Requirements:

Age 48 with 25 years of service credit Age 48 with 25 years of service credit Age 52 with 25 years of service credit

or Age 52 with 15 years of service credit or Age 52 with 15 years of service credit or Age 56 with 15 years of service credit

Law Enforcement Law Enforcement Law Enforcement

Age and Service Requirements: Age and Service Requirements: Age and Service Requirements:

Age 52 with 15 years of service credit Age 48 with 25 years of service credit Age 48 with 25 years of service credit

or Age 52 with 15 years of service credit or Age 56 with 15 years of service credit

Public Safety and Law Enforcement Public Safety and Law Enforcement Public Safety and Law Enforcement

Formula: Formula: Formula:

2.5% of FAS multiplied by years of 2.5% of FAS multiplied by years of 2.5% of FAS multiplied by years of

service for the first 25 years and 2.1% service for the first 25 years and 2.1% service for the first 25 years and 2.1%

for service years in excess of 25 for service years in excess of 25 for service years in excess of 25


Final average Salary (FAS) represents the average of the three highest years of earnings over a member’s career for Groups A and B.  Group C is based on the average of the five highest years of earnings over a member’s career.

Members who retire before meeting the age and years of service credit requirement for unreduced benefits receive a percentage reduction in the benefit amount. 

When a benefit recipient has received benefits for 12 months, an annual cost of living adjustment (COLA) is provided. This COLA is calculated on the base retirement benefit at the date of retirement and is not compounded. For those retiring prior to January 7, 2013, the COLA will continue to be a 3 percent simple annual COLA. For those retiring subsequent to January 7, 2013, beginning in calendar year 2019, the COLA will be based on the average percentage increase in the Consumer Price Index, capped at 3 percent.

Funding Policy - The Ohio Revised Code (ORC) provides statutory authority for member and employer contributions as follows:
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and Local Safety Enforcement

2015 Statutory Maximum Contribution Rates

Employer 14.0 % 18.1 % 18.1 %

Employee 10.0 % * **

2015 Actual Contribution Rates

Employer:

Pension 12.0 % 16.1 % 16.1 %

Post-employment Health Care Benefits 2.0 2.0 2.0

Total Employer 14.0 % 18.1 % 18.1 %

Employee 10.0 % 12.0 % 13.0 %

* This rate is determined by OPERS' Board and has no maximum rate established by ORC.

**This rate is also determined by OPERS' Board, but is limited by ORC to not more

than 2 percent greater than the Public Safety rate.


Employer contribution rates are actuarially determined and are expressed as a percentage of covered payroll.  
The Village’s contractually required contribution was $XXX,XXX for year 2015.  
Plan Description – Ohio Police & Fire Pension Fund (OPF)
Plan Description - Village full-time police and firefighters participate in Ohio Police and Fire Pension Fund (OPF), a cost-sharing, multiple-employer defined benefit pension plan administered by OPF.  OPF provides retirement and disability pension benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.  Benefit provisions are established by the Ohio State Legislature and are codified in Chapter 742 of the Ohio Revised Code.  OPF issues a publicly available financial report that includes financial information and required supplementary information and detailed information about OPF fiduciary net position.  The report that may be obtained by visiting the OPF website at www.op-f.org or by writing to the Ohio Police and Fire Pension Fund, 140 East Town Street, Columbus, Ohio 43215-5164.

Upon attaining a qualifying age with sufficient years of service, a member of OPF may retire and receive a lifetime monthly pension. OPF offers four types of service retirement: normal, service commuted, age/service commuted and actuarially reduced. Each type has different eligibility guidelines and is calculated using the member’s average annual salary.  The following discussion of the pension formula relates to normal service retirement.
For members hired after July 1, 2013, the minimum retirement age is 52 for normal service retirement with at least 25 years of service credit.  For members hired on or before July 1, 2013, the minimum retirement age is 48 for normal service retirement with at least 25 years of service credit.  

The annual pension benefit for normal service retirement is equal to a percentage of the allowable average annual salary.  The percentage equals 2.5 percent for each of the first 20 years of service credit, 2.0 percent for each of the next five years of service credit and 1.5 percent for each year of service credit in excess of 25 years. The maximum pension of 72 percent of the allowable average annual salary is paid after 33 years of service credit.

Under normal service retirement, retired members who are at least 55 years old and have been receiving OPF benefits for at least one year may be eligible for a cost-of-living allowance adjustment. The age 55 provision for receiving a COLA does not apply to those who are receiving a permanent and total disability benefit and statutory survivors. 

Members retiring under normal service retirement, with less than 15 years of service credit on July 1, 2013, will receive a COLA equal to either three per​cent or the percent increase, if any, in the consumer price index (CPI) over the 12-month period ending on September 30 of the immediately preceding year, whichever is less. The COLA amount for members with at least 15 years of service credit as of July 1, 2013 is equal to three percent of their base pension or disability benefit. 
Funding Policy - The Ohio Revised Code (ORC) provides statutory authority for member and employer contributions as follows:
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2015 Statutory Maximum Contribution Rates

Employer 19.50 % 24.00 %

Employee:

January 1, 2015 through July 1, 2015 11.50 % 11.50 %

July 2, 2015 through December 31, 2015 12.25 % 12.25 %

2015 Actual Contribution Rates

Employer:

Pension 19.00 % 23.50 %

Post-employment Health Care Benefits 0.50 0.50

Total Employer 19.50 % 24.00 %

Employee:

January 1, 2015 through July 1, 2015 11.50 % 11.50 %

July 2, 2015 through December 31, 2015 12.25 % 12.25 %


Employer contribution rates are expressed as a percentage of covered payroll.  The Village’s contractually required contribution to OPF was $XXX,XXX for 2015. 

In addition to current contributions, the Village pays installments on a specific liability of the Village incurred when the State of Ohio established the statewide pension system for police and fire fighters in 1967.  As of December 31, 2015, the specific liability of the Village was $XX,XXX payable in semi-annual payments through the year 2035.
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		Public Safety and Law Enforcement				Public Safety and Law Enforcement				Public Safety and Law Enforcement



		Formula:				Formula:				Formula:

		2.5% of FAS multiplied by years of				2.5% of FAS multiplied by years of				2.5% of FAS multiplied by years of

		service for the first 25 years and 2.1%				service for the first 25 years and 2.1%				service for the first 25 years and 2.1%

		for service years in excess of 25				for service years in excess of 25				for service years in excess of 25


















Sheet1

																Public								Law																Law

								Police								Safety								Enforcement								Firefighters								Enforcement

		2015 Statutory Maximum Contribution Rates

		Employer						19.50		%						12.0		%						12.0		%						24.00		%

		Employee:														18.1		%						18.1		%														18.1		%

				January 1, 2015 through July 1, 2015				11.50		%																						11.50		%

				July 2, 2015 through December 31, 2015				12.25		%																						12.25		%



		2015 Actual Contribution Rates

		Employer:

				Pension				19.00		%						14.1		%						14.1		%						23.50		%						16.1		%

				Post-employment Health Care Benefits				0.50								4.0								4.0								0.50								2.0



		Total Employer						19.50		%						18.1		%						18.1		%						24.00		%						18.1		%



		Employee:														18.1		%						18.1		%

				January 1, 2015 through July 1, 2015				11.50		%																						11.50		%

				July 2, 2015 through December 31, 2015				12.25		%																						12.25		%						13.0		%
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								State								Public								Law								Public								Law

								and Local								Safety								Enforcement								Safety								Enforcement

		2015 Statutory Maximum Contribution Rates

		Employer						14.0		%						18.1		%						18.1		%						18.1		%						18.1		%

		Employee						10.0		%						12.0		%						12.0		%						*								**



		2015 Actual Contribution Rates

		Employer:

				Pension				12.0		%						14.1		%						14.1		%						16.1		%						16.1		%

				Post-employment Health Care Benefits				2.0								4.0								4.0								2.0								2.0



		Total Employer						14.0		%						18.1		%						18.1		%						18.1		%						18.1		%



		Employee						10.0		%						11.5		%						12.1		%						12.0		%						13.0		%



		*		This rate is determined by OPERS' Board and has no maximum rate established by ORC.

		**		This rate is also determined by OPERS' Board, but is limited by ORC to not more

				than 2 percent greater than the Public Safety rate.










