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MEMORANDUM
TO: ORSC Members
FROM: Bethany Rhodes, Director/General Counsel %\ -
- o
DATE: June 11, 2020 4
RE: Proposed Fiscal Year 2021 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) 2021 beginning
July 1, 2020, and ending June 30, 2021. The budget request for FY 2021 is
$765,500.00, which is a 2.9539% decrease from the FY 2020 budget. The total
budget request of $765,500.00 is offset by an estimated ending balance of
$128,810.89 from FY 2020; because of this carryover balance from FY 2020, the
systems would be required to pay only $636,689.11. 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 over
$197 billion as of January 1, 2019, to over $221.8 billion as of January 1, 2020.
This represents a 12.5837921% increase in assets over the past year. The
proposed annual ORSC budget represents only 0.0003460048148628886% 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 largest line increase ($6,000.00) occurs in line 140 — Rent & Utilities and is
increased 11.5385% to anticipate increased rent costs for the ORSC office space
in the Rhodes Tower. The cost of the Rhodes Tower renovations are borne by its
tenants and while the ORSC increased this line in FY 2020, it was still
insufficient to cover those increases in cost. The ORSC Staff has not yet been
informed as to the amount of this year’s rent increases, but this line increase is
still not expected to cover that cost based on the past two years’ experience.
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Should the need arise, economies in other areas of the budget will simply have to be realized in
order to meet this demand.

Line 155 — State Auditor- Audit received a small increase of $400.00 (2.9412%) as the
Auditor’s rates are increasing. This amount is neither expected nor intended to cover the entire
costs of the audit; however, past experience has shown that the process and billing does not take
place over one single fiscal year, so this increase should be sufficient for the costs to be incurred

in FY 2021.

Line 101 — Personnel received a small decrease of 1.6393% due to staff turnover and a
significant delay in hiring. This line also contains prudent funding for the required leave time
pay-outs in the event existing staff does choose to leave employment at the ORSC.

Line 110 — Employer- PERS received a commensurate decrease to the decrease in line 101 —
Personnel.

Line 115 — Insurance shows a significant decrease of $20,000.00 (-25.00%) between the FY
2020 and FY 2021 budgets, despite the 7.00% increase in medical and dental insurance costs.
Due to the delay in hiring staff and previous staff utilization, the ORSC Staff believes this
decrease should be sufficient to cover the insurance costs for the upcoming year.

Line 150 - Publications has been reduced by $4,000.00 (-26.6667%) to account for a continued
reduction in subscriptions. During the last fiscal year, the ORSC Staff canceled its subscription
to Bloomberg BNA as they changed their formatting and memberships in such a way that it no
longer was prudent or useful at the previous cost. Since the ORSC Staff has yet to identify
another subscription useful to meet its needs, the ORSC Staff believes it fiscally prudent to
reduce this line.

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.
§742.311,;

e An actuarial audit of the five state pension funds at least once every ten years that
is paid for by the audited system 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.

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