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Re SenaeBill 190
Dear Aris:

As requested, we have reviewed Senate Bill 190 and have summarized our comments below. In
our review, we have rdlied on the estimates of the financiad impact of SB 190 prepared by STRS's
conaulting actuaries, Buck Consultants. Their andyss was contained in two letters.  One was
dated October 12, 1999, which addressed the proposed STRS DC Plan. The other dated October
28, 1999 addressed the portions of the Bill which effect the existing STRS DB Plan. In addition,
Kim Nichall of Buck Consultants was kind enough to share with us additiona details regarding
the actuarid calculations prepared by Buck Consultantsto assist usin our review.

Description of Benefit Improvements— STRS DB Plan

Provisions applicable to active members

If enacted, SB 190 would increase the bendfit formula for active members so that for each of the
firg 30 years of service credit, 2.2% of find average salary would be provided instead of 2.1% as
provided by current law, except that, for members with 35 or more years of credit, the percentage
would increase to 2.5% for the first 30 years of service credit. The percentages of final average
sday, which are credited for the 31% and subsequent years of service credit, would reman
unchanged.

The Bill will adso increase to 2.2% from 2.1% the percentage of fina average sdary used in the
cdculation of a disability alowance and a disability dlowance that is converted to a service
retirement benefit under the post-1992 plan. The pre-1992 disability plan (disability retirement)

would remain unchanged.

Provisions applicable to retired members and beneficiaries

There are two bendfit improvements that would apply to retired members. The first improvement
would provide a onetime increase that would restore retirees benefits to 85% of the purchasing
power of thar origind benefit, based on the increase in the Consumer Price Index (CPI-W) from
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the December 31 immediaidy preceding the effective date of the origind benefit amount through
December 31 immediately preceding the Bill’ s effective date.

The second improvement applicable to retirees would increase ther origind benefit to the amount
they would have received if the existing benefit formula (prior to the changes for active members
that would be effective with the enactment of SB 190) had been in effect at their benefit
commencement date.

The increased amounts under both benefit improvements would aso be used in the base for future
COLAs.

Financing of the Benefit Improvements Applicableto the STRS DB Plan

Kim Nichall indicated in her letter of October 28" that “the System’s benefit improvements will
be funded by increesng the current interest rate from 7.50% to 7.75% when the benefit
improvements are adopted. This increase in the interest rate assumption is judtifiable, based on
the STRS Ohio asset dlocation and the interest rates used by other large public sysems with
gmilar asset investment drategies. ... The benefit improvements — coupled with an increase in
the interest rate to 7.75% - would have no materid impact on the financia datus of the System.”
The letter further indicated that the employer and member contribution rates would not be
increased to reflect the adoption of SB 190 and that the funding period would increase from 16.3
years to 17.1 years as a rexult of the combined effect of improving benefits and increasing the
interest rate assumption while the funded percentage would decline from 89.7% to 89.0%. We
agree that 7.75% represents a reasonable investment return assumption.

Proposed STRS DC Plan

SB 190 would direct the STRS Board to implement an optional STRS DC Plan. All members
hired on or after the date the STRS DC Plan is established would be digible to eect to become
members in this optional plan as would members who have fewer than five years of service as of
the June 30 that precedes the date when the STRS DC Plan is established. Eligible members who
do not dect to join the STRS DC Pan within 180 days of becoming eligible to do so will be
covered by the STRS DB Plan.

In addition to the initid eection to become a member in the STRS DC Plan, members will have
to make a second dection prior to completing five years of service to continue to participate in
the STRS DC Pan. In the absence of such a second dection to remain in the STRS DC Plan, the
member will be automaticdly transferred to the STRS DB Plan upon the completion of five years
of sarvice In the event of such a trandfer to the defined benefit program, the accumulated
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member and employer contributions will be trandferred to the STRS DB Plan and the member
will betreated asif he or she had participated in the DB Plan since their hire date.

Each year the ful member contribution would be credited to ther individud account in the STRS
DC Han as will a portion of the employer contribution made on their behaf. The portion of the
employer contribution credited to the member’s individua account will be the excess, if any, of
the employer contribution rate above the contribution rate established as the Supplemental
Contribution Rate for employees of higher education who dected to join an Alternative
Retirement Plan (currently this rate is 6%). For example, based on the current total employer
contribution rate of 14%, the portion alocated to the member's individua account would be 8%
(14% minus 6%).

Background and General Considerations

In our Study of the Ohio Public Retirement Systems of July 29, 1998, we recommended that the
ORSC and the Ohio Retirement Systems develop policies to ded with the dramaticaly improved
funded daus of retirement sysdems due to the very favorable investsment environment of the
recent past. Mot sysems have seen dgnificant reductions in their Unfunded Actuarid
Liabilities “UAL”, for penson bendits As a result of this development, members and
employers no longer need to contribute at the rates required in the past to amortize existing UALS
and it would be hdpful to have a policy regarding how future contribution rates should be set.
Moreover, a policy could address the levd of possble benefit improvements and amortization
schedules (funding periods) for increases in penson UALs which might arise either due to benefit
increases or unfavorable actuarid experience. Such a policy could set forth how to baance these
factors and establish acceptable trade-offs.

The current dtatute requires STRS to provide the satutorily established pension, disability and
aurvivor benefits.  The Board is dso authorized to set contribution rates within statutorily
established limits to pay for those benefits. Employers contribute up to 14% of payroll (this is the
current employer contribution rate) and members contribute up to 10% of their sdaries (the
current member contribution rate is 9.3%). The Board is adso authorized to provide hedth
insurance benefits or varidble supplementa payments (13" check) in the event the financia
resources are avalable to do so. The system must be managed so that the funding period for the
unfunded actuarid accrued pengion liahilities is not more than 30 years.

Hence when investment returns are more favorable than expected, either contribution rates could
be reduced and/or benefits could be increased. In the absence of a funding policy, there may be
an expectation among either members or employers that contribution rates will be reduced when
experience becomes more favorable than previoudy assumed. Alternaively there may be an
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expectation that the contribution rates will remain unchanged and the benefits will be improved
within the limits of the available financing.

Absent a funding policy which addresses these issues, it is not clear how proposed benefit
increases, such as those provided by this bill should be viewed. Perhaps members or employers
view the current statutory maximum rates as being “temporary” in that they will be reduced when
the actuarial accrued pension liadiliies become fuly funded. If either members or employers
have this underganding, then they may reasonably be expecting that the higher expected future
invesment earnings will be used to fund the current actuarid accrued penson ligdlities thereby
advancing the date when the contribution rates could be reduced by the Board.

Our point in radng this issue is not to assert wha the various stakeholders (members and
employers) in STRS view as appropriate policy because we are not in a position to know. But it
seems important to raise this issue as part of the consderation of this Bill. There is a least one
reference in the Ohio Revised Code that indicates that the portion of the employer contribution
required to fund the actuarial accrued pension liability would cease a the point when STRS is
fuly funded. This is contained in the provisons of the Alternative Retirement Plan provisons st
forth in 83305 that edtablishes the Supplementa Contribution payable on account of higher
education employees who elect to join an ARP. (See §3305.06(E))

We bdieve that there are severd questions which merit consideration by the ORSC in its review
of thislegidation. They are

= Who should benefit from (pay for) ether anticipated or unanticipated favorable (unfavorable)
experience?

= What priority should be assgned to mantaining the current level of support of hedlth

insurance provided to STRS retirees rdaive to improved pension, disability or survivor
benefits?

* Wha should be the priority associated with the vaiable supplementd payments (i.e. 13"
check) as opposed to the datutorily mandated pension, disability and survivor benefits and
discretionary retiree health benefits?

The enactment of SB 190 would serve to increase the actuarid pension liabilities of STRS and
hence will defer the date when contributions to amortize unfunded actuarial accrued pension
lidbilities can be reduced or diminated. Moreover, it will increase the future financia resources
dlocated to pension, disability and survivor benefits and hence reduce the resources available to
support hedth insurance or varidble supplemental payments (13" check) Since the hedth
insurance benefits recelve favorable tax trestment in that they do not represent taxable income to
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retirees and are intended to replace Medicare for some retirees, the ability to continue to finance
the current leve of hedth insurance benefits may be a particularly important consderation.

It is worth noting that Smilar issues will arise in connection with proposals for improved benefits
for the other Ohio Retirement Systems. These are not issues unique to STRS.

In discussing the specific provisons of this Bill, we will first address the STRS DB Plan changes
and then address the proposed dternative defined contribution program.

Financial Impact

In the tables below we have summarized the effect of increasing the investment return assumption
and incorporating the benefit improvements in SB 190 on the unfunded actuarial accrued pension
lidhility, the normd cost rate and the funding period for STRS. These figures were al provided
to us by Buck Consultants. We have reviewed them and believe that they are reasonable
estimates.

The fird table summarizes the effect of increesing the investment return assumption on the
actuarid figuresfor the current plan.

($ amountsin hillions)

Investment Return Unfunded Actuarid
Assumption Accrued Pension Liability Normal Cost Rate Funding Period
7.50% $5.6 15.35% 16.3 years
7.75% 4.2 14.48 9.7 years
Decrease due to
changeinassumption  (1.4) (0.87) (6.6 years)

As indicated in the above table, an increase of ¥ of 1% in the future rate of investment income
earned on STRS assets would reduce the unfunded actuarid accrued pension liability by 25%
(from $5.6 hillion to $4.2 hbillion) and reduce the norma contribution rate by 0.87% of payroll
(from 15.35% to 14.48%). The combined effect of these two changes would reduce the funding
period from 16.3 yearsto 9.7 years, areduction of 40%.

The next table summarizes the effect of the proposed benefit improvements in SB 190 on these
actuarid figures.
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($ amountsin hillions)

Unfunded Actuarid
Accrued Pension Liahility Normal Cos Rate Funding Period

Based on 7.50% investment return assumption

Current Plan $5.6 15.35% 16.3 years
Plan with SB 190 7.6 15.98 28.5 years
Increasedueto SB 190 2.0 0.63 12.2 years

Based on 7.75% investment return assumption

Current Plan 4.2 14.48 9.7 years
Plan with SB 190 6.1 15.06 17.1 years
Increasedueto SB 190 1.9 0.58 7.4 years

The benefit improvements contained in SB 190 would increase the penson UAL by roughly $2
billion and the norma cost rate by roughly 0.6% of payroll on both investment return
assumptions.  The combined effect of these on the funding period differs, though, depending on
the investment return assumption.  This is atributable to the fact that less of the member and
employer contributions are required to cover the normd cost a 7.75% than a 7.50%. This
increases the portion of the contribution available to cover amortization of the penson UAL. In
addition, the pension UAL itsdf is lower at 7.75% than a 7.50%. The combined effect of the
higher contribution rate to amortize a lower penson UAL produces the significantly shorter
funding period.

The vaue of the benefit improvements granted by SB 190 would be dightly in excess of the
reductions attributable to the higher expected investment returns, but on a net basis these changes
do lagdy offset as noted by Buck Consultants. (The current plan has a 16.3 year funding period
based on a 7.50% invesment return assumption while the plan after SB 190 would have a 17.1
year funding period based on a 7.75% investment return assumption.)

The figures shown above do not reflect the cost of the hedth insurance benefits provided to
retirees or of the variable supplementa payments (13" check). Nor does it reflect the 2% of
payroll contributions dlocated to provide hedth insurance to retirees.  Since both of these
benefits are provided on a pay-asyou-go basis, we bdieve it is hdpful in andyzing the financd
effect of this Bill to review a projection of the cost of these two benefits. Accordingly we
prepared a rough 20-year projection to estimate whether STRS would be able to continue to
provide the current level of these benefits that are currently in effect.
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In preparing this projection, we assumed tha future experience will be conggent with STRS's
current actuariad assumptions, induding the payroll growth assumption of 4.5% and the
assumption that SB 190 is effective dJuly 1, 1999. We also assumed that the unit value used in
determining the variable supplementa payment (13" check) remains a its current level of $14.

Theresults of the projection of the pension benefit costs are summarized in the table below.

($ amountsin hillions)

Actuarid Unfunded
Accrued Actuarid Actuarid
Penson Vaue of Penson Funding

Year Liability Assets Liability Funded Ratio Period
1999 55.2 49.1 6.1 89% 17.1years
2004 71.4 64.1 7.3 90 16.5
2009 88.3 80.4 7.9 91 13.8
2014 105.7 97.7 8.0 92 10.5
2019 125.2 118.2 7.0 94 6.9

This projection indicates that the funded status of the pension benefits mandated by statute would
reman within the requirements of Senate Bill 82, which requires that the funding period of STRS
remain 30 years or less. The funded status would gradudly improve over the 20-year projection
assuming STRS continued to pay vaiable supplementa benefits (13" check) based on the current
formulaand unit vaue over this period.

In recent years STRS has dlocated more than the scheduled 2% of the employer contribution rate
to the Hedth Care Premium Stabilization Fund, “HCPSF’. FY 2000 is the third consecutive year
when more was actudly alocated - 3.5% dlocated in FY 1998 and 8% dlocated in FY's 1999 and
2000. Over the 3-year period this represents an average alocation of 6.5%. STRS was able to
dlocate more than 2% of the employer contribution rate to the HCPSF due to very favorable
actuaria experience in recent years, primaily due to severd years of back to back extraordinarily
high invesment returns.  The actuarid gain/(loss) data from the past three fisca years, which
were the basis for these increased alocations to the HCPSF, are summarized in the table below.
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Portion of Net
Investment Other Actuarid Net Actuarid Gansindirectly
Gans Gaing/(Loses) Gang(Loses)  dlocated to HCPSF
FY 1997 $2.5 ($0.7) $1.8 $0.1
FY 1998 25 (0.6) 1.9 0.4
FY 1999 24 (0.2) 2.2 0.4

As indicated above, invesment gans more than offset actuarial losses from other assumptions
and dlowed the dlocation of more than 2% of the employer contribution rate to the HCPSF.
Moreover it is important to note that there exists a source of additional favorable experience in
that the STRS actuarid vauation reflects a market-related value of assets rather than recognizing
the ful market vdue of assets. As of July 1, 1999, the effect of using a market-related value was
to ignore $4.3 hillion of the current market vaue of STRS's assets. If the projection shown
previoudy or the funding period caculaion shown in the STRS 1999 actuarid vauation were to
reflect this additiond amount of assets, the 20-year projection and the funding period calculation
would be much more favorable. For example, if the funding period shown in the July 1, 1999
Actuarid Vduation were determined usng the market vaue of assets insead of the actuaria
vauation of assets, the funding period would decrease by 12.9 years from 16.3 years to 3.4 years.

The STRS Board has prudently chosen to provide a magin to offset possble declines in asset
prices from their current levels.

We understand that according to STRS testimony on SB 190 on October 12, 1999, that the cost of
the retiree benefit improvements was estimated to be $560 million which would be covered by
very favorable investment returns. As indicated in the table above, STRS had $2.2 hillion of net
actuaria gans which were more than adequate to cover both the $0.4 hillion allocation to the
HCPSF and the $560 million cost of the retiree benefit improvements.

As indicated earlier, we aso projected the hedth insurance costs and HCPSF over the next 20
years. To project the growth in hedth insurance costs, we assumed that hedth cost inflation
would be at the rate of 4.5% per anum, which is the rate of payroll growth assumed by STRS to
prepare the actuarid vdudion. We had to make an assumption in this area since Buck
Consultants does not make an assumption with respect to this mater in the STRS actuarid
vaduaion. A 45% rate of hedth cost inflation is a quite optimistic assumption regarding the
probable levd of future hedth cost inflation. We aso utilized the same assumptions regarding
hedth care costs, retiree contributions, and election percentages that we used in our 1998 study.
We increased the hedthcare costs and retiree contributions from a 1997 to a 1998 level by 14% to
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reflect the increase in hedthcare costs during that period as reflected in the June 30, 1998
Financid Report.

This projection is merdy intended to provide an indication regarding the ability of the current
HCPSF of $2.8 hillion aong with the 2% of the employer contributions to support the current
level of hedlth insurance benefits. The results are summarized below.

($ amountsin hillions)

Beginning of
FY Hedth Y ears of Current

Net CaePremium  Net Headth Codts
Fiscd  Hedth Premiums Hedth Employer Sabilization Covered by
Year Bendits fromReirees Costs  Contributions Fund HCPSF
2000 $0.29 $0.05 $0.24  $0.60 $2.8 11.7 years
2005 0.44 0.08 0.36 0.19 40 11.1
2010 0.67 0.13 0.54 0.23 4.4 8.1
2015 0.90 0.18 0.72 0.29 4.2 5.8
2020 1.17 0.23 0.94 0.36 3.2 34

As indicated in the above table, the HCPSF is projected to increase by 2004. A sgnificant
portion of that increase is projected to occur in the current year due to the 8% of payroll allocated
to the HCPSF during FY 2000. This projection indicates that the ability of the HCPSF to buffer
unexpected increases in hedth insurance costs will gradudly diminish over the 20-year period
covered by the projection. Since the 4.5% hedth cogt inflation rate on which this projection is
based is an optimistic assumption, it is likely that increases in retiree contributions above the
4.5% assumed for these projections will be required.

Reasonableness of Actuarial Assumptions

We did a generd review for reasonableness of the actuaria assumptions used by Buck
Consultants for purposes of these calculations. Our concluson is that they appear to be
reasonable with the possble exception of the payroll growth assumption of 4.5% per year.
During the period 1990-1999, tota payroll grew at an average annud rate of 4.0%. If payrall
were assumed to grow at an annud rate of 4.0% instead of 4.5% it would result in a longer
funding period to amortize the unfunded actuarial pension liabilities. Use of a 4% payroll growth
rate would result in an 18.0-year funding period as of July 1, 1999. Since this would ill fall
within the 30-year funding period required under Senate Bill 82, this would still represent an
affordable Bill within those limitations.
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Alternative Defined Contribution Program —“ STRS DC Plan”

The provisons requiring the STRS Board to develop the STRS DC Plan are dructured in a
fashion that will dlow STRS Board the flexibility to develop an dtractive defined contribution
program. In particular, the Board will have the ability to dlow members who join the STRS DC
Plan the opportunity to purchase at full cost retiree hedth insurance coverage when they retire.
(An appendix is attached that shows the morthly cost of the retiree hedlth insurance program for
1999 for sdlect insurance options) In addition, STRS DC Plan participants will be €eigible to
participate in the optiond deeth benefit plan and the long-term hedth insurance program.

Two aspects of the STRS DC Plan do merit discusson. The firgt of these relates to the amount of
the Supplemental Contribution.  The second relates to the duration of the Supplementa
Contribution.

Supplementa Contribution

The fird DC provison we would like to comment on is the provision that requires that the portion
of the employer contributions which will be dlocated to the amortization of the current unfunded
actuarid accrued pension lidbiliies of STRS be egua to the Supplemental Contribution
goplicable to higher education employees who joined the Alternative Retirement Plan. A
different rate will probably be appropriate at least with respect to the hedth insurance component
of the supplemental contribution rate gpplicable to the higher education employees.  That
supplementa  contribution rate was increased by 0.25% of payroll to reflect the fact that higher
education employees have higher than average sdaries anong STRS members.  Since the STRS
DC Pan would be an option avalable to dl STRS members who saisfy the service digibility
criteria, there is no reason to expect that the average salary of the members electing coverage
under the STRS DC Plan would differ ggnificantly from the average sdary of members who
choose to participate in the STRS DB Plan. Therefore based on the methodology we used to
develop the 0.25% component of the supplementa contribution rate under Section 3305.6, there
would be no need to include this 0.25% component. Of course, a Smple way to adjust for this
difference would be to reduce the Supplementa Contribution by 0.25% but otherwise use the
higher education Supplementa Rate.

Our second reservation about usng the supplemental contribution rate applicable to higher
education employees is tha this rate will be changed over time to reflect the actual demographic
experience among higher education employees who join the ARP. It would be reasonable to
expect that STRS members who dect to join the STRS DC Pan will have demographic
characterigtics and experience that differ from the higher education employees who join the
Alterndtive Retirement Plan. Hence it may be desirable to modify SB 190 to establish the initia
supplementa contribution rate for the STRS DC Plan a 6% (this is the rate assumed by Buck
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Conaultants in ther andyds of this program) but provide in the legidation for the periodic
recdculation of this figure based on actua experience among members choosing to join the STRS
DC Plan rather than basng it on the experience among higher education employees electing to
join the Alternative Retirement Plan.

How Long Must the Supplemental Contribution be paid?

As we discussed in our actuarid andyss of HB 199, the Supplemental Contribution Rate will be
payable until the unfunded actuarid accrued pension ligbility for all benefits, except hedth care
bendfits, is fully amortized as determined by the annua actuarid vauation.

The Supplementa Contribution Rate payable to STRS can be expected to remain payable for 17
years, based on Buck Conaultant's estimates. As a reault, it is likdy that additional unfunded
actuaria penson liabilities will be created in the future in the event penson bendfits are
improved. It may be gppropriate for the Legidature to consider whether it intends to require the
payment of the Supplemental Contribution Rate to assst in financing benefit improvements that
become effective after the creation of the STRS DC Plan. The Legidature may decide that the
finendng of some types of possble future benefit improvements should not be a continuing
burden on employers to the extent that their employees elect coverage under the STRS DC Plan
while other types of bendiit improvements should be. For example, let us condder two quite
different types of benefit improvements, which might be adopted in the future, to illustrate why
the Legidature might wish to make such adidinction.

Scenario A: The Legidaure improves benefits for pensoners who retire prior to the
establishment of the STRS DC Plan to reflect the erosion in their penson benefits due to
inflation subsequent to the enactment of SB 190. It would seem reasonable to require dl
current employers to share in the finandng of such a benefit increase without regard to
whether current employees are members of the STRS DB or DC Plans.

Scenario B: After the creation of an STRS DC Plan, vesting in the State Retirement
Sydems is liberdized so that vesting is provided prior to the completion of five years of
sarvice. Under these circumstances, only employees who rejected the opportunity to join
a DC Pan would be dighle to benefit. Under these circumstances, it would seem
reasonable to dlocate the cost of such a benefit improvement only to members of the
STRSDB Fan.

These two scenarios are merdy intended to illustrate that it may be desrable to dlocate the
finendng of some future benefit improvements in the STRS DB Plan to employers of employees
who elected the STRS DC Pan. But in other Stuations it may be dedrable to limit the financing
to employers of members of the DB Plan only. A possible way to make such a distinction, if the
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Legidature so chooses, would be to require employers of employees who eect to join the DC
Pan to share in the finanang of bendfit improvements (through continued payment of the
Supplemental Contribution Rate) to the extent that the benefit improvement applies to members
of the Retirement System who joined more than five years prior to the esablishment of the STRS
DC Pan. Basad on such a principa, Unfunded Actuarid Pension Liabilities which are created
due to future benefit improvements which apply to members who joined the Retirement System
five or more years prior to the esablishment of the STRS DC Plan would be partidly financed by
Supplementa  Contributions.  Unfunded Actuaria Pension Liabilities attributable to members
who join the Retirement System within five years of establishment of the DC Plan would be
financed soldy by contributions from members and their employers.  (We specified five years
prior to establishment of the DC Plan because members of STRS with less than five years of
sarvice when the DC Plan is established have the right to join the DC Plan.)

As the BIll is currently drafted, we understand that the Supplemental Contribution Rate would be
required to continue until adl penson UALs are fully funded without regard to the source of the
unfunded penson liadilities If the Legidaiure wishes to require payment of Supplementa
Contributions to assg in financing some, but not dl, benefit improvements, it may be desrable to
consder an dternaive time period for payment of Supplementad Contributions. Alternative time
periods could be:

(2) the funding period reported in the annua actuarid vauation of the Retirement System next
following the establishment of the DC Plan plus an adjusment to increase that period to
reflect the portion of future benefit improvements which Supplemental Contributions should
assg in financing, or

(2) the funding period reported in the most recent annud actuaria vauation of the Retirement
System minus an adjusment to decrease that period to reflect the portion of future benfit
improvements which Supplementa Contributions should not assgt in finencing.

The difference between these two dternative methods for determining the length of time the
Supplementa Contributions will remain payable relate to ther treatment of future actuaria gans
(or loses). The firg dternative method would ignore actuarid gains and losses subsequent to the
esablishment of the DC Plan while the second method would adjust the period during which the
Supplementa Contribution would be payable to reflect them (since the funding period is adjusted
each year). To implement either of these methods, it would be necessary for the STRS actuary to
identify the portion, if any, of aty Unfunded Actuarid Pension Liabilities created by a future
benefit improvement for which Supplementa Contributions should be paid separate from the
portion for which Supplemental Contributions are exempt.



Mr. Aristotle L. Hutras
December 23, 1999

Page 13

An dternative method was adopted in Idaho to deal with this dituation. In Idaho the
Supplementa Contribution Rate and the time period during which it is to be paid were frozen
when the ARP was edtablished. The Supplemental Contribution is therefore paid to fund a
portion of the penson UAL much like a mortgage or any other fixed obligation debt to the State
Retirement System. It is not affected by actuarid gains (or losses) nor by the enactment of
benefit improvements.  This is smilar to the first dternative above except the Supplementa
Contributions are not assding in finandng future benefit improvements.  In Idaho, the State
Retirement System has since pad off the penson UAL but the frozen penson UAL payments
(Supplementa Contributions) from the ARP employers are continuing until the initid schedule is
complete.

*k kkkk Kk k Kk k*k KKk %

We hope the above andyds and discusson will be of assstance to the ORSC in their
congderation of this important Bill. We look forward to having the opportunity to discuss this
with the Council and respond to any questions they may have.

Sincerdy,

Link to SB 190 Analysis

Katherine A. Dill
PRINT THIS DOCUMENT

William A. Remert
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Appendix

1999 Monthly Health Care Premiumsfor the two most popular STRS options

for select insurance options

Based on information shown in the STRS 1999 Hedth Care Program booklet

Provider

AetnaU.S. Hedlthcare
Open/Traditional Choice

Medica Mutud of Ohio
SuperMed Plusg/'Traditiond Plan

Monthly STRS Cost for Hedth Care for 1999

Benefit
Bendfit Recipient
Recipient with Spouse Spouse with
without Medicare without Medicare

Medicare PatsA & B Medicare PatsA & B

$390 $160 $274 $160

375 160 259 160
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