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MEMORANDUM
TO: ORSC Members
FROM: Bethany Rhodes, Director/General Counsel W
DATE: May 10, 2018
RE: Proposed Fiscal Year 2019 ORSC Budget

Attached for your review is the proposed budget request for the operation of the
Ohio Retirement Study Council (ORSC) for the Fiscal Year (FY) 2019 beginning
July 1, 2018, and ending June 30, 2019. The budget request for I'Y 2019 is
$781,800.00, which is a 1.0926% increase from the FY 2018 budget. The total
budget request of $781,800.00 is offset by an estimated ending balance of
$81,439.02 from fiscal year 2018; because of this carryover balance from F'Y
2018, the systems would be required to pay only $700,360.98. This carryover
balance varies annually depending upon the previous fiscal year’s meeting
activity, General Assembly activity, staff turnover, etc.

The total assets of the five state retirement systems have increased from nearly
$191.132 billion as of January 1, 2017, to over $211.747 billion as of January 1,
2018. This represents a 10.786109% increase in assets over the past year. The
proposed annual ORSC budget represents only 0.00036921% of the systems’
combined total assets. Each pension system is statutorily required to pay a
percentage of the annual expenses of the ORSC determined by the ratio of its
assets to the total assets of all five state pension funds; the ORSC receives NO
legislative appropriations to fund its operation. '

The 1.0926% increase in the budget totals $8,450. The largest line item increase
($9,000) occurs in line 115 — Insurance. The disparity between the FY 2018
estimated expenses ($66,152.70) and the FY 2019 budget request of $100,000.00,
is necessary due to the annual rising cost of insurance and to ensure adequate
coverage is available to all ORSC staff and their dependents.

Additionally, line 101 — Personnel, is increased 2.5641% to account for small
merit increases awarded to staff commensurate with their duties, training, and
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education, as well as to prevent the salaries from lagging too far behind from comparable
positions and salaries on Capitol Square.

Line 110 — Employer- PERS is the third and final line increase (2.5722%) and is necessary due
to the increase in line 101 — Personnel.

Line 190 — State Treasurer Bank Fees, is the result of the contracts the State Treasurer has
signed with the custodial banks. ORSC is not a party to such contracts, but is required to pay the
fees as R.C. §171.05 specifies the State Treasurer is the custodian of all ORSC funds. Last year,
the Treasurer moved the ORSC account to Key Bank from Fifth Third and we have seen, thus
far, no bank fees as the credits were sufficient to cover such fees. However, only two years ago,
ORSC was seeing monthly fees at a rate of $250.00, so I believe it is still prudent to allocate
$500.00 to cover those fees in the event that the credits alone are no longer sufficient.

Line 125 — ORSC Meetings/Travel is the amount dedicated to pay the Governor’s appointed
members mileage reimbursement for their travel to and from meetings, as required by statute
(R.C.§ 171.02). Since 2002, this line has always allocated a minimum of $7,000.00 and, in the
past, I specifically requested the ORSC amount not change due to vacant seats on the ORSC.
However, the ORSC is now a full body and I believe it would be prudent and appropriate to
reduce this amount to $2,500.00

Line 135 — Office Expenses/Postage has been reduced by 27.2727% to better reflect usage and
current practices. This savings was mainly achieved by the elimination of long standing contracts
for antiquated equipment.

Finally, line 130 — Communications has been zeroed out, as all communications costs are
included in our rent now that the ORSC offices are within the Rhodes Tower. While ORSC staff
has no objection to the elimination of that line, should the ORSC ever wish to move their staff
offices out of the Rhodes Tower and not into another state building, those costs would reoccur
and were of great significance in the past.

The ORSC is required by statute to study all changes in the retirement laws proposed to the
General Assembly and report on their probable costs, actuarial implications, and desirability as a
matter of public policy (R.C. §171.04(C)).

The ORSC is required by statute to have prepared for the General Assembly the
following reports:

e Bi-annual review of the investment performance of the five state pension funds
pursuant to R.C. §171.04(D);

e Annual review of the adequacy of the OP&F contribution rates pursuant to R.C.
§742.331;

e An actuarial audit of the five state pension funds at least once every ten years
pursuant to R.C. §171.04(E);



e A fiduciary performance audit of each of the state retirement systems at least once
every ten years that is paid for by the audited system pursuant to R.C. §171.04(F).

Moreover, the ORSC prepares various ad hoc reports covering a wide range of retirement issues
pursuant to requests and serves as a pension information resource both within and outside of
Ohio. Ohio Revised Code §171.03(B) provides that the Council may employ or hire on a
consulting basis such actuarial, legal, investment, or other technical services required for the
performance of its statutory duties.

As you know, the contracts with both of ORSC’s vendors, PTA/KMS (actuarial services) and
RVK (investment performance services) were to expire in August of 2018. At the March 10,
2018, meeting, the ORSC unanimously voted to extend these contracts. I am pleased to report
that both vendors have agreed to extend their contracts for another five years at the same rates
and terms as agreed upon in 2013.

I thank you for your attention to this matter, and please do not hesitate to contact me with any
questions.
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