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November 1, 1985

The Board of Trustees

SchooL ErnpLoyees Retirement System of Ohio

Columbus, Ohio

Ladies and Gentlemen:

subnit ted ln this report  are the resuLts of the June 30, 1985 aetuarlal  valuatLon

of the school Eurployees Retirement systern of Ohto, as amended.

The necessary stat ist ical  data on whlch the valuat lon was based was furnished by

your Director and hls staff .

Their  cooperat ion 1n furnlshing the nater ials needed for this valuat ion is

acknowl,edged wlth appreclat lon.

The actuarlal assumptions used in naking the valuation are shown in the Appendix

Ehe June 30, 1980 revised

establ lshed for the June 30,

Respectful ly submltted,

of thls report., The non-econouic assr:mptions are from

actuarial  valuatLon, and the economic assunpt ions were

1981 ac tuarLa l  vaLuat lon .

Your attent ion is direeted part lcular l .y to:

Conputed Enployer Contrlbutlon Rates on page 25;

Financlal  Pr inciples on pages 4-5;

Short  Condlt lon Test on page 2g;

COMMENTS on pages 3A - 38.

1 1 r  / ,
Y l -  Y  r i
^L{ {,M6LL,.

Riehard G. Roeder

GBS: j rng

S1"t"-
DOnnensc
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General Financial  Object lve.

enployee retirenent plan is

COMMENTS

A sound general  f inanclal  obJectLve for any publ ic

to establ ish and reeeive contr ibut ions whlch expressed

as percent,s of act,ive member pa 11, wi l l  renaln approxlmately level f ron genera-

t ion to generat ion of c i t izens.

SERS Status. Based upon the result ,s of the June 30, 1985 actuarLal valuat ion, the

general  f inancial  object ive of level--contr l -but ion-percenL f inancing wi l l  be sat is-

f ied i f  future f inancial  experlences are as assumed,.

Investment return and enployee pay Lncreases and health care costs are partLcu-

lar ly important r isk areas.

SERS f lnancial  strength is substant ial ly unchanged from a year ago (support ing

in fo rna t ion  Ls  on  pages 24 ,  27 ,  and 28 . )

Gain/Loss Annual fuialysis. To keep closer watch of the relationship between actual

experience and assumed experience Ln each rnaJor risk area, an annual Gain/Loss Analy-

sis has been estabLished. Ttris program int,ends to provide annual infornation about

financial experience in an understandable form.
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lqqrd Actions. During

f inanciaL strength by

health care area.

the past year the

establ ishing nore

Board took further act ion

intensive cost contal.nment

which increased

measures in the
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Health C_qre Benef i ts.  The f inancial development of this progran is cause for con-

t inuLng coneern.

Int t ia l ly,  beginning in 1974, 0.75% was the contr ibut ion rate estabLished for

Health Care Benef i ts,  and included ln a total  Ernployer Rate then L2.5O7..  Heal- th

Care contr ibut lon rates have been increased at var ious t imes since Lg74. The

This 1985 valuat ion produced a HeaLth Care contr ibut ion rate of 5.BgT". The

rates suppl ied by Aetna are ant ic ipated to be unchanged, mai l  order prescr ipt ion

expenses increased, and Medicare B premiuos are ant ic ipated to increase.

increases in health carg costs trave been substant ial ly rofe t ! r4n inf lat ion inireases.

-3B Right-



Financlal  Pr inclples and Operat ional Techniques of ohio sERs

Promlses Made, and To Be Pald Fol.  As each year is completed, SERS in effect hands
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an "IOU" to each rnember then acquir ing a year of

"The School Enployees Retirement System of Ohio

ment benef i ts,  paynents in cash commencing when

The related key f inancial  quest ions are:

serv ice  c red l t  - - -  the  " IOU"  says :

owes you one yearts worth of ret i re-

you qua l l f y  fo r  re t i rement . "

The present.  taxpayers, who receive the benef i t  of  the memberrs present year of ser-

v iee?

0r the future taxpayers, who happen to be in Ohio at the tirne t,he IOU becomes a cash

dernand, years and often decades laEer?

noney to cover the IOUs being handed out this year.  By fol lowing this pr inciple,

generat ion --  our chi ldren and our grandchi ldren wi l l  cont,r ibute the same percents

of act ive payrol l  we eont,rLbute now.

(There are systens which have a deslgn for deferr ing contr ibut lons to future

taxPayers, lured by a lower contr lbut ion rat,e now and putt ing aside the consequence

that the contr ibutLon rat,e must then relentLessLy grow nuch greater over decades of

t ime --  consume now, and let  your chi ldren face your f inancial  pol lut ion after you

re t i re .  )

An inevi table by-product of the 1evel-cost design is the accumulat ion of reserve

assets, for decades, and the lncome produeed when the assets are Lnvested. Invested

assets are a by-product and not the object ive. Investment income becomes in effect

the 3rd contr ibutor for benef i ts Lo enployees, and ls inter locked r l r i th the contr ibu-

t ion amounts required from employees and employers.

-4 Left-
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contr ibutes

The Law governing SERS financing intends that thls r f  s  t a rs  cont r ibu te  the

the employer contr ibut ion rate wi l l  reurain appro,x_lnately 1eve1 frorn generat lon to
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Translated to actuarlal  terrninology, this level-cost object ive means that the con-

t r lbu t lon  ra tes  rnus t  to ta l  a t  leas t  the  fo l low ing :

Current cost ( the cost of  memberst service belng rendered this year)

. . .  p l U s  . . .

Interest on Unfunded Accrued Llabl l t t ies (unfunded accrued l labi l l t ies

are the di f ference between: l . labl l i t les for service already rendered;

and the  accrued assers  o f  SERS) .

Conput ing Contr ibut lons to Support  Fund Benef i ts.  From a given schedule of benef i ts

and from the enployee data and asset data furnished hirn, the actuary determines the

contr ibutLon rates to support  the benef i ts,  by means of an actuarlal  valuat lon and

a fundins nethod.

An actuarial  valuat ion has a number of lngredients such as 3 the rate of invest-

nent return whlch plan assets wi l l  earn; the rates of withdrawal of act lve members

who l .eave covered enployment before qual i fy lng for any monthly benef i t ;  the rates of

nortal i ty;  the rates of disabi l i ty;  the rates of pay lnereases; and the assurned age

or ages at actual ret l rernent.

In naklng an aetuarlal vaLuatlon, assumptions must be rnade as to what the above

rates wi lL be, for the next year and for deeades in the future. The assunpt ions are

establ ished by the Ret irement Board after consultLng wlth the acruary.

actual experience has occurred and been observed, i t  wi l l  not coincl .de exact ly with

assumed experlence, regardless of the wisdom of the assumptions or the ski l . l  of  the

actuary and the rnl l l ions of calculat lons he nade. The future can be predicted with

considerabLe but not 1002 preclsLon, except for inf lat lon which def ies rel iabl .e pre-

dict l ,on.

SERS eopes wlth these contlnually changing differences by having annual actua-

t ial  valuat lons. Each aqtuarlal  valuat ion ls a conpLete recaLculat lon of assurned

future experience, taklng into account al l .  past di f ferences between assurned and

actual experlence. The result  is cont lnuing adjustnents in f inancial  posl t ion.

s
t
t
l
t
T
I

ReconciLing Dif ferences Between Assumed ience ar ld Actual ExperLence. Once

-5 Rtght-
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This relentlessly increasing line is the fundamental reality of retirement plan

financing. It happens each time a new benefit is added for future retirements (and happens regardless of

the design for contributing for benefits).

LEVEL CONTRIBUTTON I-INE. Determining the level contribution line requires detailed assump-

tions concerning a variety of experlences in future decades, including:

Economic Risk Areas

Rates of investment return

Rates of pay increase

Changes in active member group size

Non-Economic Risk Areas

Ages at actual retirement

Rates of mortality

Rates of withdrawal of rctive members (turnover)

Rates of disability
-6  Le f t -
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fundarnental ly di f ferent phl losophies of paylng for ret i renent benef i ts:  the method

I
f '  where contrLbutLons natch cash benef l t  payments (or barely exceed cash benef l t  pay-

-t  
nents, as ln the FederaL social  Securi ty prograur) and ls thus an lncreasing contr l -

I

i l  but lon nethod; and the LeveL contr ibut lon rnethod, whlch equal izes contr ibut lons

THE ACTUARIAL VALUATION PROCESS

1f betnteen the generat ions.
x

t
I

tl

t  The actuarial  valuat ion is the nathenat lcal .  process by whieh the level contr lbut lon-
1

/ "> rate is determined, and the f low of act iv i ty const i tut ing the valuat ion rnay be sum-
t-

-
t  mar lzed  as  fo lLows:
a

f r  A. covered Person Dat{r  furnlshed by plan administrator,Il
I

Retl ted l ives now receiving benef i ts

Forner enpLoyees wlth vested benef l ts not yet payable

Active enployees

B. + Asset data (eash & lnvestnents),  furnLshed by plan adnlnlstrator

r
-  C. + A""rrpt iot t"  corc ,

l ,  whlch assumptLons are establ ished by the. Board of Trustees after consuLt lng
II

with the actuarv

I
I

D. * The fundlng method for enployer contr ibut lons ( the long-term planned pattern
-. t.,
I

t  for ernployer contr lbut ions)
J

I  
E. *  Uatbeqat ica. l ly eomblning the assumptions, the fundlng method, and the data

I
t '

a F. = Determinat ion of 3
I
-l
41- '  Plan f lnancial  posl t ion and/or

a.
I 

New Enployer Contributlon Rate

r 7 Rtght-
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years  o f  to ta l  serv lce  c red i t ,  o r  (1 t )  has  a t ta ined age

years  o f  to taL  servLce c red i t ,  o r  ( i i i )  has  30  or  more

nay ret i re wlth a servLce retLrement al lowance.

total  ohlo servlce credit  t imes the greater of $g6, or 2.02 of FAS.

is then adjusted by factors based on attained age or years of service

in the foLlowing schedul.e:

Final average saLary ("FAs')  means the average of the annual earnlngs for the 3 hlgh-

egt years of compensat ion.

Setvice ret i rement al lowance. A ret i r ing menberfs service al lowance ls equal to

The allowance

as deternined

School Employees RetLrement Systen of Ohlo

Outl lne of Benef i t  El igibt l l ty and Amounrs

(ou t l ine  las t  changed 6 /30 /84)

A menber who ( i )  has atrained ageServlce ret i rement.

Attalned
Birthday

58
59
60
6 l

62
63

64
6s

Maximut aLlowance is 902 of

60 years and has 5 or more

55 years and has 25 or more

years  o f  to ta l  serv iee  c red i t ,

OR

Years of
Total Service

Credi t

25
26
27

28

29

30 or rnore

Percentage of
Base Amount

75"4
80
85
88
90
91
94
95
97

100

FAS.

Disabi l i ty ret i renent.  Upon becorning permanently disabled, after complet ion of at

least 5 years of total  servlce credit ,  but before attalning age 60, a nenber wi l l

receLve a dlsabi l l ty al lowance computed ln the same manner as a service al l .owance

for a 65 yeat old, based upon the servlce the member would have had if he remalned

ln enployment to age 60. I'IaxLnurn allowanee ts 75"A of FAS, nLnimum all.owance ts 302

of FAS.

-B-
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Death whl le el ' lg ible to tet i re.  r f  a nernber dies ln service after beconlng el lgtble

to ret{re with a servLce al l .owance and leaves a survlvlng spouse or other sole depen-

dent benef lc lary,  the survivor receives the sane amount that would have been paid

had the member ret i red the last day of the rnonth of death and elected the l00Z Jotnt

and survlvor form of payroent.

Survlvor (death- in-service) alLowances. Upon the death of a mernber with at Least

I  l /2 years of ohio service credit  and with at Least l /4 year of ohio eontr ibut lng

service credlt  wlthin the 2 l /2 years pr ior to the date of death, the fol lowlng

al lowances are payable:

(a) spouse w' i thout dependent chird: A nonthly al lowanee, comqenclng at age 62, or

age 50 i f  the deceased rnember had l0 or more years of Ohlo servlce credlt .  Al low-

ance equal 's 25% of the deceased uemberrs FAS. l { in inum nonthly al l .owance ls $96, or

$106 t f  deceased member had 10 or more years of Ohto servLce credlt .  Al lowance ter-

minates upon remarr{age before age 62.

(b) Spouse rr l th dependent chiLd: An alLowance ot 402 of FAS is payable to rhe

spouse of a deceased member whl le car lng for I  dependent cht ld,  with a minimum

nonthly aLlowance of $186. Al lowance is 501l of  FAs l f  2 dependent chi ldren, or 5517

of FAS i f  3 dependent chl ldren, or 6A% of FAS i f  4 or more dependent chi ldren. Min-

imun monthly al lowanee {s $236 for 2 or uore chiLdren. A dependent chi ld is def ined

to be an unmarr led chi ld under the age of 18, or 22 l f  at tending an approved school.

(c) orphans: A nonthly al lowance payabLe to each orphan chiLd of the deceased mem-

ber who ls unnarried and under the age of 18 , or 22 if attendlng an approved sehool.

Al lowances equal 257 of the deceased memberrs FAS for I  chi ld,  an equal share ot 401^

of FAS l f  there ate 2 chl ldren, an equal share of 507. of FAS i f  there are 3 chi ldren,

an equal' share of 55i., of FAS if there are 4 chlldren, o? an equal share of. 607" of

f inaL average salary l f  there are 5 or more chi ldren. Mlninum nonthly al lowance is

$96 for I  chi1d, $186 fot 2 chi ldren, and $236 for 3 or more chir .dren.

-9-
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(d) Dependent parentrs al lowance: A rnonthLy al lowance is payable to a dependent

parent age 65 or more (earl ier l f  roental . ly or physlcal ly inconpetenE) who receLved

at least one-half support frorn the member durlng the 12 monttr period lnrnediateLy pre-

ceding the menbert s death. All.owance equal s 251l of FAS for 1 parent nlth a minlmum

nonthly allowance of $96, and 40:l of FAS shared equally for 2 parents wlth rnininum

nonth ly  a l lowances  to ta l lng  $186.  I f  there  are  o ther  qua l i f ied  benef ic ia r ies ,  a

dependent parent receives a share of a total  al lowance indicated as fn (b) above

count lng al l  qual l f led benefLciar ies.

Death aftq!  ret i relnent benef i t .  A $500 benef i t ls patd upon the death of each ret i -

a sunrlvor al lowance (descr lbedrant .  Upon the  death  o f  a  d isab i l t t y  re t i ran t ,

ear l ie r )  l s  pa ld .

Post-ret l renent increases.

Annual.  Each Jul.y after June 30, 1971. or the annual annlversary establ ished

l '2 nonths aftet  the lnl t la l  date of ret l rernent,  each al lowance Ls recornputed to be

equal to the lni t ia l  aLlowance increased by 3.07. for each conpleted year of ret i re-

mento The naxlnum recomputed aLlowance equaLs the lnitlal allowance adjusted for

inereases in the Consurners Prlce Index. the ninlnum recomputed allowance equals

the lni t ia l  al lowance.

one t ime. Effect lve February 1, 1984 ret i rement al lowances in pa5rnent status

were lncreased by 57..

Deferred benef i ts.  r f  a member with at least 5 caLendar years of contr ibut ing ser-

vLce credlt  leaves servlce before betng el lglble for an innedlate nonth1y al lowance

and does not l t i thdraw any part  of  hls acctrmulated contr ibutLons, he wi l l  be entLtLed

to a deferred allowance at age 60. The amount of the alLowance is based on his cred-

lted service and final average sal.ary at terniratlon of enployment.

I
I
I
I
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Health Care rnsurance. l0 years of servLce credit  required. Health insuranee pre-

miuns are paid. on behalf  of  each lndivldual reeeiving a monthly al lowance from sERs.

spouses and chl ldren may be covered. tr f  the ret i rant or survivor elects to cover

his dependents, the uonthly ret i renent alLowance is reduced by approximateLy one-

half  the prenium for dependent coverage.

The preniuns provide coverages which nay be changed fron tine to

t lve 1/1 /83 an annual deduct ible was introduced. '  The deduct ible and

co-pa] iment were lncreased effect ive January 1, 19g5.

Medicare Part  B. Eaeh ret l rant or survivor is reirnbursed for part  B Medieare pre-

miums.

t ime. Effec-

prescr ipt lonT
I
i

I
1

I
I
t
t
t
I
t
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Member contrLbut ions.

t ions. This rate was

Ihe maximum statutorv

Each nenber contr lbutes 8.75"1 of his pay, by

establ lshed by the Board of Trustees effect ive

ra te  i s  102.

payrolL deduc-

J u l y  l ,  1 9 8 3 .

Refund of aembers accunqlated contrlbutlons. In the event a member Leaves setvice

accumulated contr lbut ionsbefore any monthly benef l ts are payable on hls behalf ,  h{s

are refunded.

Enployer contributlone. Each euployer contrlbutes the remaLning amount necessary Eo

flnance sERS beneflts. Enployer contributLons are expressed as percents of menber

covered payroll. The oaxlmun statutory rate ls l4%. Ttre present 147 employer rate

was establ lshed by the Board of Trustees effect ive July I ,  19g3.

- 1  1 -



I
I
I
;

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

Retired members and survivors included in the  va lua t ion  to ta led  38 ,708.  The 35 ,899

ret i rants and survivors of ret i rant,s as of July 1, 1985 lyere receiving annual bene-

f l ts total ing $I05,702,581 from the Annuity and PensLon Reserve Fund. The 21809 sur-

vlvors of deceased act ive members as of July I ,  1985 were receiving annual benef l ts

to ta l ing  $7 ,823,860 f ron  the  Surv lvor  Benef i t  Fund.

Sehedu le  l .

Annuity and Pension Reserve Fund

Retirants and Benef ic iar ies June 30,

Type of Benefit, Annual Amount and Actuarial

I  985

Liabil i t ies

Z of Current Total  $

Group Nunber
Base

Al lowances
Current
Total $

Actuarlal
L iab i l i r ies*

$135 ,906 ,363
37 I  , 42L  ,57  2
5L4,327,935

H . 8 . 2 0 4  P o s t - R e t i r e .
and 284 Increases

SUPERAI{NUATI ON RETIREMENT

Straight Life Allowance - Benefit Terminating at Death

Men
Women
Total  s

I'len
Women
Tota ls

l'Ien
Women
Totals

1 . 6 %
r .7

12.37"
l l . 8

5 r013  g6 . l ' / .
16 ,240  96 .5
2r,253

$r7 ,273 ,276
38 ,175 ,455
55,449,73L

Survivor Benefits

22r643,38r

Option II ALl.owance - Joint and

5 ,L77  89 .3  0 .7  10 .0
3 ,089  90 .3  0 .4  9 .3
8 ,266

0ption III  Al lowance - Life Beneflts

262 ,914 ,95L
7 ,636 ,937  93 ,805 ,285

30 ,280 ,318  356 ,720 ,236

With Guaranteed Periods

Men 853
Women 891
Totals ffi

Allowance to

85.2
85 .6

1 ,4
1 .3

13 .4
13 .  I

2 ,930 ,943
2,032,481

24,755,93A
20,997 ,O27

4 ,963 ,424 45,7 52,857

Survivor BenefieLary of Deceased
Who Eleeted Option I I  -  Li fe

Superannuation Retirant
Benefit

189
L ,567
L ,7  56

Allowance

83 .  I
82 .3

3 .9
3 .8

13 .0
13 .9

to Survivor Benefieiary
Who Elected Option I I I

llen
I,Iomen
Totals

36  85 .0
90 g3.  g

0 .5
0 .2

14 .5
16 .0

1  86 ,  057
1 ,017 ,903
r ,203 ,960

2
I
6I26

lump sum death benef l t .

279,924
3 ,701  , 453
3 ,98 r ,377

of Deceased Superannuation Retlrant
- Guaranteed Period Only

7
7
4

5
5
T

, 27
257  , l L

* Includes

(Schedule I  conpleted on page 13 )

3r4,39

-L2-
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Sehedule l .  -  courpleted

Annulty and Penslon Reserve Fund

Retirants and BenefLclar ies June 30,

Type of Beneflt, Annual Amount and Act,uariaL

I  985

Liabll  t t ies

Group Number

Z of Current Total  $ __

Allowanees and 284 Increases
Current
TotaL S

Actuarlal
L lab t l l t {es*

Men 11 1268
I{omen 2L,877
T o t a l s  3 3 , 1 4 5

Total for Superannuatlon Allowanees Being paid

87 .72  1 .L7 ,  L l . z " l  $  43 , l g4 ,796  $  425 ,910 ,330
96.7 1.6 11.7 5\ - ,9a3- ,444 SZA, f t l  ,OSg

94,988,240 954,077,3gg

I
I

DISABILITY RETIREMENT

Straight Life Allowance - Benefit Termlnating at Death

Men  1 ,128  87 .8  0 .9  1 I . 3  5 ,988 ,836
l l omen  \ , 9_ !2  87 .8  l . l  l l . 1  4 ,725 ,505
Tora l s  2 ,754  f0 ,714 ;347

Men
Women
Totals

T
I
I
I
t
I
I
I

TOTAL BENEFITS BEING PAID FROM ANNUITY AND PENSION RESERVE FUND

L2 ,396  97 .7  1 .1  11 .2  49 ,L73 ,632  494 ,137  ,L4g
2& 86 .g  1 .5  11 .6  56 ,529 ,949  579 ,48 r ,902
35,8F imZJs-I lfEZ;6-itF'5I

* Includes Lump eun death benef i t .

-13-
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Schedu le  2 .

Annuity and Pension Reserve Fund

Ret i ran ts  June 30 ,  1985

Current Annual Total  $ By Attained Ages

I
1
1

I

100

101
102
103
104
105

108
109
110

il
il
I
I
I
I
I
I
I
t
I
I
I
T
I
t

Attained
Ages

25-29
30-34
3s-39
40-44
45-49

50-54
55-59
60-64
65-69
70-7 4

7 s-79
80-84
85-89
90-94
9s-99

Superannuation
Annual

No.  To taL  $

$

I  67  , 975

76 9A6,L76
384  3 ,140 ,610

5 ,462  17 ,033 ,080
8,825 26,545,532
7,807 20,995,482

4  , 7  5L  LL  , 97  6  , L0 t3
20380  5 ,g4g rggg
1 ,054  2 ,759 ,362

412  1 ,096 ,158
82 267,562

5 2L,437

6 L7 ,204
z  9 ,293
2  4 ,97  5
2  4 ,456
L  4 ,379

4 $ 35,282
B 75 ,696

40  277 ,BLL
67  355 ,509

L77 994,400

334  1 ,581 ,959
597  2 ,42L ,058
748  2 ,870 ,610
501  1  , 433 ,109
L82 430,497

72  L7L ,40L
20  5 l , 371
4 L5,769

4 $ 35,282
8  75 ,696

40  277 ,gLL
67  355 ,509

185  L ,062 ,37  5

410  2 ,499 ,035
98 i  5 ,561 ,668

6 ,2L0  l g ,903 ,690
9  ,326  27  ,979 ,64 r
7  , 989  2L  , 4L5  , 97  g

41823  12 ,L47 ,504
2 ,400  5  rga r  1269
I , 058  2 ,775 ,L30

4L2  1 ,086 ,158
82 267,562

5 2L,437

6 L7 ,204
2  9 ,293
2  41975
2  4 ,456
L  4 ,379

I  5 ,507
1  11156
I  L ,658

1  5 ,390

34 ,0I7 LoL ,446 ,7  64

Disab i l i t y Tota ls
Annual Annual

No.  To ta l  $  No.  To ta l  $

1 1 1

Tota ls

5 ,507
I  , 156
1 r658

5 ,390

3L  ,263  90  ,692 ,393  2 ,7  54  L0  ,7  L4  ,37  L

-L4-
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Annuity and

Survivors of

Current Annual

S c h e d u l e  3 .

Pension Reserve Fund

Ret i ran ts  June 30 ,  1985

Total  $ By Attained Ages

Life Annuities Periods Certain Tota ls
Attained

Ages

Under 20

30-34
35-39
45-49
50-54
55-59

60-64
65-69
70-7 4
75-79
80-84

85-89
90-94
95-99

Tota ls

391 ,834
17B ,985
99,315

Annual
Tota l  $  No.

$z

I
L , 992  1
2 ,909  2
5 ,076  3

11 ,309  15

2L,357 62
63,LL4 235

119 ,851  4 '14
76,053 493
L2,726 303

169
75
4L

Annual
Tota l  $

$  2 ,664

1  , 411
L ,992
4 ,L32
5 r895

70,L29

243,585
6L7 ,7 L8

L r0 '12 1673
I , 019 ,704

583 ,149

391 ,834
178 ,985
90  ,3  15

Annual
No.  Tota l  $

2  $  2 ,664

I  1  , 411

L  L ,224
1  819

L2  58 ,820

55 222,228
207 554,604
425 952,8L2
469  943 ,651
292 570,423

169
75
4L

N o .

1
I
2
3

I

28
49
24
1 l

L ,756  $3 ,981 ,384  126 $314 ,396  1 ,882  $4 ,295 ,780

-15 -
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Z of Current Total g
Basic H,B. 204 Post-Ret lre.  Current Actuarial

Group Number Allowances and 284 Increases Total $ Llabilitles

Schedu le  4 .

Survivor Benefit Fund

Benef ic ia r ies  June 30 ,  f985

Annual Arinounts and Actuarial Liabilitles

Benefits Belng Paid Fron Survivor Benefit Fund

t  Men 636 go .o7"  o .L 'a  g .g% $1,412,203 $13,421,1g0I  women ? , !2  85 .1  1 .0  13 .9  6 ' ,4L t :6s7  t+g ,s ls io r+g3 Totals 2, g-ot s7 -  g2 j  g60 s6? eqr,  , ,  o
13 .g  6 ,4L1 ,657  49 ,575 ,049

$7 ,923 ,960  $62 ,996 ,229
v r - . L r v J ,  - J r J t J r

$7 ,923 ,960  $62 ,996 ,

I
I
I
I
I
I
I
I

t
I
I

-1 6-
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Schedule 5.

Survivor Benefit Fund

Survivors of Deceased Act ive Menbers June 30, 1985

Current Annual Total g By Attained Ages

Attained Annual
Ages No.  To ta l  $

Under 20

20-24
25-29
30-34
35-39
40-44

4s-49
50-54
5s-59
60-64
65-69

70-74
75-79
80-84
Bs-89
90-94

95-99

Totals

23  $  84 ,151

9  19 ,106
7  36 ,777

13 48,679
39  182 ,910
60 278,503

7 t  285 ,613
t24 445,068
258 822,001
432  1 ,246 ,003
600  L ,537 ,029

504  L ,L7  4  , 632
364 820,532
L97 505,906
82 252,O4L
22  7  6  ,934

7 ,?67

2 ,809  $7 ,823 ,852

- L 7  -
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Active Members in Valuat ion June 30, 1985

Annual Average
Groups Number Payroll_ pay

Men  24 ,10L  $322 ,795 ,258  913 ,393
Women 62 ,737  481 ,4341815  7  1674

To ta l s  86 ,838  $804 ,23A ,073  g  9 ,261

I Reporting of active members. The persons included as active rnembers in this June 30,

r 1985 valuat ion are those who had any eovered pay in May and were l isted as act ive

I ln SERS records. These 861838 persons are a reasonable approximation of the persons
t

covered during the year ended June 30; excluding the summer months of July and August.
I
I The persons contributing during a month ranged fron a high of 88,027 (Novennber) to a

low o f  82 ,069 (Septernber ) .

I  Also included ln the valuat ion were 71597 inact ive nenbers_ el iglble for deferred

retirement all-owances, and 85r299 LnactLve members ellgible for a contribution refund
I

I  only.

I
I
I
t
I - 1 8 -
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Schedule 6.

School Enployees Retirement

TOTAL Active Members as of

By Attained Age and years

Systen of Ohio

June 30,  1985

of Service

Attained
Agq

Under 20

2A-24
25-29
30-34
35-39

40-44
45-49
50-54
55-59

60
61
62
63
64

55
66
67
68
69

70 & Over

L74

2,550 257
3 ,967  L ,925
5 ,198  2 ,295
6 ,789  3 r731

4 ,903  4 ,370
3 ,390  3 ,gg1
2 ,363  2 ,92L
L  ,977  2 ,086

290 4L3
252 287
zLL 285
L42 I94
113 206

101  140
s6 88
53 '  57
4L  66
38 27

7L 108

98
794  76

1,023 387

2 ,249  588
3 ,202  1 ,616
21978  2 ,685
2 ,452  3 ,019

369 502
374 4L7
272  427
260 235
18r  264

158 L64
115  69
83 100
37 63
50 42

82 100

L74

2 1807
5 ,990
9 ,363

11,945

t2,26L
L7 L21532
79 LL,737

150  11 ,195

33  1 ,954
39  I , 758
33  L ,494
36  1 ,113
32 980

26 760
23 44A
16 379
L4  280
L4 208

L7 468

$  910 ,121

2 l ,874 ,375
58  r  045  ,878
75,235,40L
98 ,561  ,  I 88

101  ,956  r  335
LL4,L70,657
LL4,260 175L
IL4,429,9I5

20 ,338 ,040
L9  ,770 ,296
L6 ,222,963
L2,7 45 ,597
10 ,816 ,324

g,2g5 r4L2
4 1344,534
3 rgg4,g7g
2 ,57  3  , 234
L ,9L3 ,626

3 ,77L  1547

Years of Service to Valuat ion Date
0-4 5-9 10-14 15-19 20-24 25:29J0 plus

T o t a l s
Valuat ion

No.  Pavro l l

15

L27
272
474

l r0gg

265
280
t82
L69
LL4

r04
59

.34
34
27

47

24
L44
237
4L2

82
r09
84
77
70 .

67
30
36
25
10

43

Tota ls  321679 23 ,347 L4,777 L0,754 3 'JAz 1,450 529  86 ,838  $904 ,230 ,073

Whlle not used in

are computed and

the financial

shown because

conputations, the following group averages

of their  general  interest.

Age :  45 .1  yea rs .

Serv ice!  8 .1 years.

Annual  Pay:  $91261.

-  19-
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Schedule 7.

School Enployees Retirement

FEMALE Active Menbers as of

By Attained Age and years

Systen of Ohio

June 30,  1985

of Service

TotaLs
Attained _years of Service to Valuat ion Date

4ge

Under 20

20-24
25-29
30-34
35-39

40-44
45-49
50-54
55-59

60
6 l
62
63
64

65
66
67
68
69

70 & Over

86

L,290 L22
2 ,183  950
3 1627 I ,353
5  ,420  2 ,956

3 ,909  3 ,789
2 ,509  3 ,295
I , 528  2 )329
1 ,041  L ,496

133 283
113  151
106  160
58 105
46  115

L ,949  314
2 ,870  L  ,294
21563  2 ,3 I0
1 ,971  2 ,556

272 399
281 328
r97 337
188 166
r  19 19s

No.

86

1  r4 I2
3 ,L75
5  , 365
9 ,  117

10  ,  014
10  ,097
9 ,068
8 ,  I 34

L ,347
1 r153

981
690
607

438
272
225
176
L26

254

Valuation
PayroLl.

$  445 ,948

9 ,521 ,099
24,43L,7L0
36 ,104 ,398
59  r552 ,2L7

7  L ,375  r67L
80 ,044 r  165
75,34L,3L9
69 ,931  , 096

LI ,3g5 ,522
r0  , 8  13  , 782
8 ,49 I ,645
6  r  359  ,995
5  , 556 ,  ggg

3  ,837  ,483
2  r2g4  17g5
1  ,  975  , 901
L 1347 ,37 4

970  ,409

L 1753 1420

42
342 43
s56 176

42
16
2L
16
20

23

73 91 L22 70
52 83 51 40
20 56 73 26
38 25 50 2L
8372520

9

44
82

249
813

2L7
2L8
129
L29
77

10
47
68

2L4

38
51
45
32
4 I

33
18
25
r6
8

28

10
2L
43

5
11

L2
L4

7
L2
4

10
8

L234744L42

To ta l s  22 ,L87  L7 ,336  11 ,683  9 ,503  2 , I79  674 t76  62 ,737  $4g t ,434 ,815

While not used in the financiaL conputations, the foLlowing group averages

are conputed and shown because of their general interest.

A g e :  4 5 . 5  y e a r s .

Serv ice ;  8 .2  years .

Annua l  Pay :  g7 ,674.

-20-



t
I
I
I
I
I
t
I
I
I
I
I
I
t
I
I
I
t
I

Schedu le  8 .

School Enployees Retireurent Systen of Ohio

MALE Active Menbers as of June 30, 1985

By Attained Age and Years of Service

Years of Service to Valuat ion Date
5-9 10-14  15 -19 20-24 25:19 36 r*"

Tota ls
Attained

Age

Under 20

2A-24
25-29
30-34
3s-39

40-44
45-49
50-54
55-59

60
61
62
63
64

65
66
67
68
69

70 & Over

No .

88

I  , 395
2 ,9L5
2r9gg
21928

2 ,247
2 ,435
2 ,669
3 ,061

Valuat ion
PayroL l

$ 464,r73

L2,353 ,277
33 r614 ,168
39 ,131  r013
39 ,008 ,971

30  r  590  ,664
34 ,L26 ,492
38,9L9,432
44,597 ,829

8 r952 ,518
8 ,956 ,514
7  , 7  3 l  , 3L8
6  ,385  ,602
5,259 1326

4 ,447  , g2g
2 1049 ,7 49
2 ,019 ,078
I 1225 ,960

943,2r9

2 ,0L9  ,L27

88

L ,260
L ,784
I , 571
I  , 369

994
881
83s
936

157
139
105
84
67

59
4A
32
25
18

4B

135
975
942
775

582
s95
s92
s90

130
136
125
89
91

67
36
37
28
19

66

300
332
415
481

97
93
75
72
62

67
32
27
L2
13

4 I

33
2LL

274
332
375
463

103
89
90
69
69

42
18
27
13
T7

26

6

83
190
225
286

48
62
53
40
37

T4
97

169
198

56
452
467

7
58

107

44
58
39
45
29

34
L2
11
9
2

15

34
19
8

13
7

13

28 607
28 605
26  513
24 423
18  373

19 322
11  168
t2 r54
4 L04
682

5 2L4

To ta l s  L0 ,492  6 ,011  3 ,094  2 ,ZSL  L rL24 776 353 24,L}L $322,795,259

while not used l-n the financial corrputations, the following group__gyerggqs

are couputed and shown beeause of their general l_nterest.

A g e :  4 3 . 9  y e a r s .

S e r v i c e :  8 . 0  y e a r s .

Annua l  Pay :  $ I3 ,393,

-2r -
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Schedule 9.

Active Members as of June 30, I9B5 by Annual Pay

Portton of
Total Nunber

Annual Pay

Less  than  $1 ,000

$ I , 000 -$1 ,ggg

2 ,000  -  2 ,ggg

3 ,000  -  3 ,ggg

4 ,000  -  .  4 , 999

5 ,000  -  5 ,ggg

6 ,000  -  6  ,999

7 ,000  -  7  , 999

8 ,000  -  8 ,999

9 ,000  -  9  , 999

l0 ,000

1  2 ,  000

14 ,000

I  6 ,000

I8 ,000

11 ,999

1  3 ,  999

1  5 ,999

L7  ,999

L9,999

20,000 -  24,999

25 ,000  -  29  ,9gg

30,000 and over

Totals

Number of Active Mernbers
l'len Women Total

931

663

754

869

9s9

I  , 039

I , 086

958

903

616

1 ,246

2 ,L06

2 ,99 r

2 ,899

2 ,0L4

2 ,369

98r

7L7

2 ,813

4 ,269

4 ,474

4 rlrz

4 ,437

5 ,67  4

6 ,303

5 ,460

4 ,67L

3 ,372

5 ,634

4 ,444

3 ,L24

2 ,023

912

692

235

L29

3 ,7  44

4 ,93L

5 1228

4 ,981

5 ,396

6 ,7  L3

7  ,389

6 ,418

5 ,57  4

3 ,988

6  , 880

6 ,  510

6 ,  115

4 ,922

2 ,926

3 ,061

L ,2L6

846

Thls
Grqqp

4%

6

6

6

6

8

9

7

6

5

8

7

7

6

3

4

I

I

Cumulative

47.

r0

t6

22

28

36

44

52

5B

63

7L

78

85

91

94

98

99

I00

24,L01 62,737 86 ,838

-22-



are one of

a t ion .

Schedu le  10 .

Actuarial  Accrued Liabi l t t ies June 30, 1985

Ehe results of the actuarlal  vaLu-

AetuariaL
Aecrued L iab l l i t les

Present Value 0f
Heal th

Care Total

Future nonthly benef i ts
to present ret l rants and

and death benef i ts
survivors $386,  L73,935 $  l  , 51  L  , 7  gg  , 2 r7

42  1704 , r55 l l l , 1 6 9 r 9 3 4

Monthly benefits and refunds
to present inact ive memberg

!
I
t
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

Service al lowances and health care benef i ts
to pfesent act lve nembers

Disab i l i t y  aLLowances
t,o present aet ive members

Death-after-ret l rement beneff  t  (  $500)
on behalf  of  present act ive members

Survivor benef i ts on behalf  of
present act ive members who dle before ret l r ing

Refunds of menber contrlbutLons
of present act ive members

Benefi ts for present act ive menbere

251 ,7  45  ,4 r4 I  , 392  , 57  2 ,190

25,064,642

1  , 230 ,650

3l  r l74,494

12 .7 42.697

25L ,7  45 ,4r4 |  , 462 ,7  g4  ,663

$3 ,085 ,752 ,814BenefLts For Present Covered Persons $680,  623,504

-23-



REPORTED ASSETS

The accrued assets  a t  June 30 ,  1985 were  repor ted  to  be  $1167517g3,161.

added the present value of expeeted future payments for House Bi l ls 2g4

$8 '366,706,  resu l t ing  ln  var .ua t ion  assets  o f  g r  16g4,099rg67 as  o f  June

Fund Amount

Annuity and Pension Reserve Fund

To thls

and 204,

3 0 , 1 9 8 5 .

Survivors Benef l t  Fund
Enployees Savings Fund
ErnpJ-oyers Trust Fund
Present VaLue of Future
for House Bills 284 and,

Total

State ContrLbut ions
204

$1 ,413  , 3 I2 ,555
99,496,662

432,529 ,963
(268  , 594 ,  919 )

8 ,  366 .  706
$1  , 694 ,099 ,967

I
I
I
!
I
T
I
I
I
I
I
I
I
I
I
I
I
I
I

ACTUARIAL ACCRUED

Schedu le  11 .

LIABILITIES: COMPUTED & UNFUNDED

J u n e  3 0 , 1 9 8 5

Computed

Reported

Unfunded

accrued l iabi l i t les

assets

Accrued LiabiLi t ies

Bas ic
Benef i ts

92  , 405 ,  1  29 ,310

I  .  564 .  I  57 .  208

Health Care

$680,  623,504

t rg ,g42 ,659

$560 ,  680 ,945

TOTAL

$3 ,085 ,752 ,9 t4

1 ,  684.  099 .867

g  840 ,972 ,102 $1 ,401 ,652 ,947

The Enployer ContrLbut lon Rate has been establ ished by the Board as 14 .00y, of  pay-

rolL'  After subtracLing the nornal cost,  the reuaining Employer Contr ibut lon Rate is

suff lc ient to amort ize the unfunded accrued l iabi l t t ies over a 36 year perlod (next

whole year).  A year ago the corresponding f igure was 37 years.

-24-
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Schedu le  12 .

COMPOSITION OF EMPLOYER CONTRIBUTION RATE

Establ lshed By Statute & Board Act ion

& COMPUTED AMORTIZATION PERIOD

June 30 ,  l9B5

Contr ibut ions Expressed as
Percents of Pavroll

Health & Medicare
Premiuns TotalContributions For

Current eost:
Service alLowances
Disabi l t ty al lowances
Survivor benef l ts (SB Fund)
$500 death benef i t
Health & Medicare Prerniums

Total

Member contr ibut ions:
Less: Future refunds
Available for allowances

Enployer Current Cost

Unfunded Aecrued Liabillties r
Over 36 future years

EI'{PLOYER CONTRIBUTION RATE

2.797"

2 .79

:.9f

: z L9"

9.16: l
0 .59
0 .42
0 .03
2 .79

ffi,

8 .7  5
2 .03

m

6 .27

7 .73

-25-



MEANING OF ''UNFUNDED ACCRUED LIABILITIES"

Alnost every pension plan (publ lc or pr lvate) has "unfunded

whatever  they  are ,  they  arenr t  ra re .  s ince  the  te rm is  no t

t ion ,  l t  needs  sone de f ln i t ion .

"Accrue4 1_t. .abl l i t tes" are the present value g of plan promises to Dav benef i ts in

a c c r u e d  l l a b i 1 i t t e s " ,  s o

part  of  everyday conversa-

I
I
I
I
I
I
I
I
I
I
I
I
T
I
I
I
I
I
I

the  fu tu re  based upon serv lce  a l ready  rendered - - -  a  1 iab i l l t y  has  been es tab l tshed
("accrued") because the service has been rendered but the result ing monthly cash bene-
f i t  may no t  be  payab le  un t l l  years  ln  the  fu tu re .  Accrued l iab i l i t ies  $  a re  the  resu l t
of  complex mathematical  calculat ions, whieh are made annual ly by the planrs act.uary
(wh ich  ls  the  name g iven to  the  spee ia l l s t  who rnakes  such ca lcu la t ions) .

I f  "accrued l iab l l i t ies"  a t  any  t ime exceed the  p lanrs  accrued assets  (cash &
investnents),  the dl f ferenc" is "u4frrded a"crqed ".  This ls the comnon con-
d t t ion .  I f  the  pLanfs  assets  equa l led  the  p lan 's  "accrued l tab i l i t ies" ,  the  p lan  wou ld
be te rned " fu1Ly  funded" .  Th ls  i s  a  ra re  cond l t ion .

Each t i rne a plan adds a new benef i t  whlch appl ies to service already rendered, an
"accrued 11ab11 i ty "  i s  c rea ted ,  wh lch  1s  a lso  an  "un funded accrued l iab t l i t y "  because
the plan cantt  pr int  lnstant cash to cover the accrued l labi l i ty.  paynent for such
unfunded accrued l labt l l t ies is spread over a period of years, eommonLy in the 25-60
year range.

Unfunded accrued l iabt l i t ies can occur ln another way: i f  accuaL f inancial  experi-
ence 1s less favorable than assumed f lnanclal  experience, the di f ference is added to
unfunded accrued l iabl l I t ies. In plans where plan benef i ts are di .rectLy related to an
enployee's pay near t ime of ret i renent (a common pLan provlsion) rather than his average
pay throughout his working career,  unfunded accrued Liabi l i t ies have been increasing 1n
recent years because unexpected rates of pay increase have created addit ional accrued
l iabi l l t ies which could not be matched by reasonable investment results.  Some of these
unexPected pay increases are Ehe direct result  of  inf lat lonr which is a very destruct ive
force  on  f inanc ia l  s tab i l i t y .

The exlstence of , tnfunded accr,red l iabl l i t ies ls not bad, then (any more than a morrgage
on your house Ls "bad"),  but the changes fron year to yeqr in amount of unfunded accrued
l iabi l i t les are important ---  ' r fsd" or "good" or somewhere in between.

Nor are unfunded accrued l labi l l t les a bi l l  payable innediately (any more than your
total  mortgage ls payable inmediately),  but i t  is important that pol icy-makers prevent
the amount from beconing unreasonably high and I t  ls v i tal  that your plan have a sound

so that they are control .1ed..  The exlstence of
large amounts of unfunded accrued l tabl l i t ies indicates that total  contr ibut ions in
pas t  years  l fe re  less  than leveL - - -  an  a lmost  cer taLn h is to ry  i f  re t l red  l i fe  1 iab l1 i -
t ies are not ful ly funded now.
-26  Le f t -
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UNFUNDED ACTUARIAL ACCRUED LIABILITIES

Each t lne the eunpl-oyer adopts a higher level of  benef l t ,  unfunded l iabi l i t ies

a.re created. Level-contr ibut lon f inancing requlres that these addit ional l iabi l i -

t ies be f inanced systenat ical-Ly over a period of future learso

In an lnf lat ionary econorny the value of dol lars is decreasing. This environ-

ment results ln employee pays lncreasing ln doLlar amounts, rei i remenL benef i ts

lncreasing in dol lar amounts, and then, unfunded accrued l iabi l i t ies increasing

in dollar amounts, all at a time when the actual subst.ance of these itens roay be

decreasing. Looking at just the dol lar amounts of unfunded aecrued l iabi l i t ies can

be n:isleading. Unfunded accrued liability dollars divided by active ernpLoyee pay-

ro11 provLdes an index which helps understanding. The smaLler the ratio of unfunded

l iabi l l - t ies to aet ivg menbqr payrol l ,  the stronger thq system. observat ion of this

relat ive index over a period of years wi l l  g ive an indicat ion of whether the system

is beeoning f inancial ly stronger or weaker.

Schedule 13.

Unfunded Actuarlal Accrued Ltablltties

($  in  n i l l i ons)

June 30

19  81*
L982ll
1983
1984
r985

Cornputed
Actuarial

Accrued
Liabi l i t ies

$2 ,025
2 ,257
2 ,527
2 ,793
3 ,096

Valuat ion
Assets

$ l  , 088
L ,202
L ,324
1 ,4gB
1  ,684

Unfunded
Actuarial

Accrued
Liabl l i t ies

(qAAl)

$ 937
1 r055
L ,202
1 r295
L ,402

Active
Member
Payroll

$656
6s2
683
737
804

UAAL r Active
Menber Payroll

1 . 4 3
L . 6 2
1 . 7  6
1 . 7  6
L . 7  4

*

IL
1l

Revised f  lnancial  assunpt lons.

Revised nethod of deternining act lve members & related payro1l.  Previous method

would have produced an Lndex of 1.58.
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SHORT CONDITION TEST

If the contr lbut ions to SERS are level in concept and soundl.y executed, the Sys-

ten will pqy all proonlsed beqefllq trherl dqe :-: rlre trlri4are lesr of fin4nql?l sqq4d-

Test lng for level-  contr ibut ion rates i .s the long-term test.

A short  condlt ion test Ls one i leans of checking a systenrs progress under l ts

fundlng programo In a short  eondit lon test,  the pJ-anrs present assets (cash and

lnvestments) are compared with:

1) Act ive member contr ibut ions on deposit ;

2) The l iabi l l t ies for future benef i ts to present ret i red l ives;

3) The l iabiLi t les for service al-ready rendered by act ive members.

In a system that has been folLowing the discipLine of leveL percent of payro1l f inan-

cing, the Liabi l i t ies for act ive member contrLbut ions on deposlt  ( l iabi l l ty 1) and

the l iabi l l t ies for future benef i ts to present ret i red l ives ( t tat f t t ty 2) wi l l  be

ful l -y covered by present assets (except in rare circumstances).  In addit ion, the

l iabi l i t tes for service aLready rendered by act ive mernbers ( l iabi l i ty 3) wi l l  be

part ial ly covered by the rernainder of present assets. The larger the funded port ion

of l iabi l i ty 3,  the stronger the condit ion of the Systern. Liabi l i ty 3 being ful ly

funded is rare.

Schedule 14.

Short Condltlon Test

Conputed Actuarial Accrued Liabilities
( 3 )

l l €SS o

June 30

1981*
1982
r983
1984
r985

( 1 ) (2 ) Present Members
Port ion of Accrued

Ltabi l i t ies
Covered by Assets
(1 )  (2>  (3 )

Member Retired (Ernployer Financed
Contr.  Livee Port ion)

($  rn  Mi l l lons)

9298
324
352
396
433

$ 95e
L r072
L ,214
1  , 371
1 ,512

$  768
861
940

I  , 026
1 ,141

Valuation
Assets

$1 ,088
L ,202
L ,324
1 ,499
L ,684

100% 827. 0'l
100 82 0
100 B0 0
100  80  0
100 83 0

* Revised f inancial  assumptions.
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APPENDIX

ASSUTPTIONS USED

Assumptions Adopted by Board

SUOIARY OF

FOR M ACTUARIAL VALUATIONS

of Trustees After Consult lng Wlth Aetuary

The actuarial  assumptions used in rnaking the valuat ion are shom in this Appendlx of

the repott .  The non-economic assurnpt lons are from the June 30, l9g0 revlsed actua-

r ial  vaLuat ion, and the economic assumptLons were establ ished for the June 30, lggl

aetuarLal vaLuat ion.

E c o N O M r c A s s I l M P T r o N s .  r . . . . . . .  o . . . . . . . . .  . . .  r . . .  | . . .  r .

The lnvestment retutn rate used ln naking the vaLuations was 7.5% per year, compound-

ed annual ly (net af ter adnlnistrat lve expenses).  The real rate of return Ls the por-

t ion of totaL Lnvestment return whlch is nore than the inf latLon rate. Based upon

an assumed inf lat ion rate af 4.57.,  the 7.57. lnvestment return rate transLates to an

assnned real rate of return of 3%. .

Pay increase assurnptions for lndividual active mernbers are shom for

ScheduLe 15. Part  of  the assumption for each age is for merl t  and/or

increase, and the other 4.52 tecognizes inf l .at lon.

sample ages in

sen io r i t y

The nuuber of actlve nernbers is assumed to continue at the present number.

TotaL act ive nenber payrol l  ls assumed to increase 4,5"1 annual ly,  which is the por-

t ion of the individual.  pay increase assudlpt lons attr ibutable to lnf lat ion.

Special  assunpt lons for Health Care Coverages are shown in Schedule 19.

N0N-EcoN0Mrc AssIlMPTroNs . . . . . . . . . . | . . . . . . . . . r o . . . . . .

The nortal i ty table, for post-ret l rement nortal l ty,  used in evaluat ing al lowanees to

be paid was the 1955 Anerlcan Annutty Table, set ahead 1 year for men and set back

5 years for women. Related vaLues are shown in scheduLe lg.

-29-



The probabi l i t tes of ret lqenreqt with an age and service al lowance are shown ln

Sehedu le  17 .

El lgibf l l ty for age and service retLrenent ryas

or more years of servlce; or age 55 wtth 25 or nore

5  or  more  years  o f  serv ice .

assumed to be! age 50 with 30

years of servLce, or age 60 wlth

il
il
il

il
:l
I
I
I
I
I
I
I
t
T
I
I
I
t
I

obabi l i t ies of withdrawal fron service disableuent and death- ln-servlce are

shown for sample ages in Schedule 16.

The entr normal actuarlal  cost nethod of valuat lon was used in deterninlng l ia-

bt l l t ies and nornal cost.

Differences in the past between assumed experience and actual experLence

( "ae tuar ia l  ga ins  and losses" )  becone par t  o f  ac tuar iaL  accrued l iab i l i t ies .

unfunded actuarial  accrued 1iabl l l t les are amort lzed to produce payments

(pr inclpal & interest)  which are leve1 pereent of payrol l  contr lbut lons.

Etrployer contr lbut lon dol lars were assumed

out the Systern f iscal  year.

to be pald ln equal lnstalnents through-

Present assets cash & lnvestments were valued at cost.

The data about persong nolr co,yered and about present assets were furnished by the

systemrs adninlstrat ive staff .  Al though exanlned for general  reasonableness, the

data was not audited by the Actuary.

The actuarial valuatlon conputatlons lrere nade by or under the supervision of

Member of the anerlcan Acadeny of Actuaries (M.A.A.A.).
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Schedu le  15 .

Pay Inerease Assumptlons for an Individual Member

Increase Next Year
Sanpl e
Ages

20
25
30
35
40

45
50
55
60
65

Merit &
Senlority

3.07.
2 .7
2 .3
2 .1
1 .9

1 .5
1 .0
0 .5
0 .0
0 .0

Base
(Econorny)

4 .5 "1
4 .5
4 .5
4 .5
4 .5

4 ,5
4 .5
4 .5
4 .5
4 .5

Total

7 .5%
7 .2
6 .8
6 .6
6 .3

6 .0
5 .5
5 .0
4 .5
4 .5

Schedu le  16 .

separations tr'rom Active Employment Before Age & service Retirement

Percent of Act ive Mernbers separat ing within the Next year
Sarnpl e
4ges

20
25
30
35
40

0.04"1
0 .05
0 .05
0 .05
0 .07

0 .  13
0 ,21
0 .43
0 .85
I . 11

0 .002
0 .00
0 .01
0 .04
0 .10

0 .18
0 .33
t:,

13.91z^
10.67
6 .55
5 .43
4 .64

3 .84
3 .06
2 ,27
2 ,02
2 ,A2

Death  D isab i i . i t v 0ther Death Disab i l l t v  0 ther
#

45
50
55
60
65

0 .012  0 .00 "1
0 .02  0 .00
0 .02  0 .00
0 .03  0 .01
0 .04  0 .05

0 .05  0 .09
0 .  14  0 .15
0 .23  0 .47
0 .32
0 .42

l l ,57z
8 .94
6 .59
5 ,82
5 .07

4 .31
3 .55
2 .79
2 ,46
2 .46
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Schedu le  17 .

Probabl l l t ies of Age & Servlce Ret irernent

l{en Members

7A-
75
80

50
) )
60
65

70
75
80

tl
I
I
I
I
I
I
I
I
I
I
I
I
I

Percent of El igible Act ive Menbers
Retirlng Within Next year

Years of Service
30 or more 25-29 Under 25

Sarnpl e
Ages

50
55
60
65

Sarnpl e
4ges

L3.5%
13 .5
13 .5
32,0

28.0
28.O

100 .0

-- "l
4 . 0
6 .0

18 .0

29 .0
29.0

100 .  0

- ' l

5 . 0
20 .0

20.0
20 .0

100 .  0

Women Members

Percent of El igtble Act ive Mernbers
Retlrlng Wtthin Next Year

Years of Service
30 or rnore 25-29

t0.0%
13 .0
23.o
29.0

29.0
29.0

100 .0

- -%
7 ,0

15 .0
19 .0

19 .0
19 .0

100 .  0

Under 25

_ "/.

13 .0
19 .0

17 .0
17 .0

100 .0
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S c h e d u l e  1 8 .

Slngle Li fe Ret lrement Values

I .SangLe_ Increasl,ng 3.0% Annual ly Future Ll- fe Expected
I Attalned ( lst  rnc.rease Af ler I  Year) Expeetancy (years) Total-Li fet lne

Ages Men Women Men Women Men Wornen

Present Value of $t
I' lonthly For Life

$169 .59  $194 .56
154 ,57  172 .31
137 .64  L57 .75
119 .79  141 .13

101 .70  123 .40
84 .10  105 .30
67 .69  97 .55
53 .00  70 .94

27 .05  32 .39  77 .05  92 .39
22 ,79  27 .93  77  .79  92 .93
18 .90  23 .62  79 .90  93 .62
t5.22 t9 .57 90.22 94.57

12 .07  15 .90  92 .07  95 .90
9 .39  L2 ,66  94 .39  97 .66
7 ,14  g .gg  97 .14  gg .gg
5 .32  7 .55  90 .32  92 .55

l;g
60

l6s
70

rii
I
I
I
I
t
I
I
I
I
I

Port lon of
Sample  Age 60  L ives  g l r000 Benef l t

Attained St{.'!,] ALive Beginnlng at Age 60,
- Agee re tncreastng 32 annual.iy

60 L00% 1007.  $1,000
65  89  96  1 ,150
70  77  89  1 ,300
75  62  78  I , 450
80  44  64  1 ,600
85  26  47  1 ,750
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'  Premium rates:

I

Schedu le  19 .

Addit lonal Assuupt lons for Health Care Coverages

Status
Monthly Rates Reported

1985 1984

I
I
I
I

Benef i t  Rec lp ien t  be low age 65  $ l4g . l0  $148.10
Spouse beLow age 65*  91 .09  g1 .09
Benefi t  recipient above age 65

and e l lg lb le  fo r  Med icare  35 .63  35 .63
Spouse above age 65 and

e l ig tb le  fo r  Med lcare*  11 .03  11 .03
Mail  order prescrLpt lon servLce 1L.24 g.g3

* Systen port lon.

I

I  AYel labl l i ty of  Medicare Coverage: A11 benef l t  reelpients were assumed to be-- el ig ible for Medlcare on attainnent of age 65, or inrnediately i f  ret i red for
d lsab i l i t y .

'I

I
ELect ion of Jolnt and Survivor Benef l ts:  25% of.  el ig lble ret i rants are assumed

I aynent.  Survlvors of these ret i rants
I  wl lL receive fu1ly pald health care for the renainder of thelr  l ives.

r
t Eleetlon of Spouse Health Care Coverage t 257 of retirants are assurned to eLect
:- to cover spouses for health care. The Systen wilL pay approxinately one-half

the premlum for dependents durLng the llfe of the retl.rant.I
I

I
Medlcare Part B PremLum: $15.20 per nonth assumed to be effectlve January l ,

r @
J

Prenl.uo Incteases: Preniuns are assumed to lncrease 4.52 annually, whlch ls the
I _
I lnfLation rate assutned for other actuarlal valuation conputations.
I

I

I
I
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RELATIONSHIP OF ECONOMIC

IN COMPUTING CONTRIBUTIONS TO A

ASSI.NTPTIONS .

RXTIREMEM SYSTEM

\-r 
Retirement--6-- \J,/

Investnent Return. An Lncrease in this assunpt ion reduces computed eontr l -

over  a l l  par ts  o f  an  employeers  lL fe tLme.but ions. The assumptLon operates

t? BI-@. An increase ln this assunption increases conputed contributions.

A 1Z increase in thls assumptlon, however,  does not Lncrease contr ibut lons

by as much as a 12 lncrease l.n Investment Return reduces conput,ed contrLbu-

t lons, because the Pay Base assumptlon operates onLy over an enployeers

l i fet lme to ret i rement.

GI Increases After Ret{rement, .  An increase in thls elenent Lncreases comouted

contr ibut ions.

increased by equal arnount,s, eomputed contrlbutions rernain the sane (except

in pl.ans uslng Final Average Pay as a factor in computing benefits; the

multl-year average used for Flnal Avetage Pay causes computed contributions

to  decrease s l igh tLy) .

I f  Investnent Return and Pay Base are increased by equal amounts, wlth

no change Ln Increases After Ret irement,  computed contr lbut ions deerease - -

s ign l f l can t ly .

Where benef i ts are f ixed dol lar anounts, computed contr ibut ions are

RETIRE

If Investment Return, Pay Base, and Inlc-r,eases After Retirenent are each

sigrt i f icantLy reduced 1f Investment Return is increased.

-35-



THE II,TPORTANCE OF TTIE INVESTMENT RETURN RATE BEING MORE TI1AN THE INFLATION RATE

IN ORDER TO ACHIEVE PRACTICAL LEVEL CONTRIBUTION RATES

7" OF

ACTIVE

EMPLOYEE

PAYROLL

Level C Contr ibut ions
(Investment Return less t ,han Inf lat ion)

Level B Contr ibut ions- 
(r-nvEs-tnEnE Fecurn -/

BENEFITS

I
I
I
I
I
I
I
I
I
I
I
t
I
I
t
t
I
I
t

= In f la t ion)

I
START

"LEVEL A CONTRIBUTIO" occur naEhenaticall_y when

from plan assets exceris the inf lat ion rat,e.  The

lower the Level A l - ine wi l l  be.

I{ istor ical ly,  l t  ls this assumed conditLon

of and use of "actuarial ly sound" or "actuarial

CONTRIBUTIONS
(Investment,  Return rate rnrrafio-n-rite )-

I
50+

YEARS OF TI}G

the investment return rate

great,er the excess, the

that hae led to the

reserve" financing

developnent

nethods.

"Level B Contributions" occur mathenatically when the invest,ment return rate

from plan assets equals the inf l_atLon rate.

Who would contribut,e a leve1 rate whlch is the same as the ultimate

contr ibut, ion rate of "pay-as-you-go,,  f inancing?

"Level C Contributl-ons" occur natheoatically when the investment return rate

from plan assets is less than the inf lat ion rate. The greater the d. i f ference,

the higher the Level C line would be.

Who would contr ibute at a rate always more than the benef i ts paid?
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r t t f l t t lot t  
"ot t lo, t""  

to b" th" ro"t  th."r t"r , i r rg o,r t"rd" fo." .  to SERS stabi l l ty (and

every other publ ic or pr ivate pension plan).  For ret i red peopJ.e, the purchaslng

power of the{r nonthly benef l t  ls reduced. Ltabi l l t ies for non-ret l red members

I 'ncrease because menber pay levels are increased. These lnfrat lon inpalrments have

been covered only part ial ly by the added investment return avai lable fron our infrat-

ed econony.

Requlred
Investnent Return

(of fotal  Fund)
to Equal a REAL

RETURN OF 37" Annuallv-

Year
Ended 5-30

I  980
I  981
r982
t  983
1 984

I  985

Inf lat ion
( C P I )

14.3"a
9 .6
7 .1
2 .6
4 .2

3 .7

17 .3%
12.6
10 .  I
5 .6
7 .2

6 .7

be more than the lnf lat ion rate. This real.  rate of return was possible ln the Last

year but not for the last ten years, because of the disturbances ln the investment

narket praces caused by inf lat ion. The destructLveness of lnf lat ion Ls inmense.

The Investment Universe
.  _  (years  ended 6 /30 /85)
Annua_t_ Return Over Last l0 YEAR

Type of Act lv i ty

Flxed Incorne yardstlck
Salonon Brothers Long-Tern Bonds

Consuner Price Index (Inflatton)

TotaL Equtty Yardsr lck
Standard & poorfs 500 Stocks

Five
Yearq

r1  ,77 "
LZ .4

5 .4

I5 .0
16.4

Ten
Years

9 .5 "1
9 .0

7 .2

I1 .7
12.5

REAL
RETURN

2 r 3 " 1
l . g

N/A

4 . 5
5 . 3

C o . ,  I n c . ,  N . Y . C . )

Fo" th" t" th"t" t l ""  of  1"n"1 
"oat 

f l t "r" ing tn *ork, th.  in-r .stment return rate nust

In f la t lon  ls  the over whleh SERS has no di lect control .

( Information from reports of Harnl l ton, Johnston &
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These values were calculated because

closure presentat ions establ ished by

they are used Ln naklng

regulatory groups.

reporting and dis-

School Ernpl.oyees

Actuarlal Present Value

Retirement Systen of Ohio

of Credlted ProJected Benef l ts

I"he total  actuarLaL present values of credlted

at June 30, 1985, consLstf .ng of :

Actuarial  present value of credlted
projected benef i ts payable to:

Current ret l rants and benef lc lar les
Terninated vested menbers

TotaL

Actuarlal  present va1ue of credlted
projected benef l ts for act lve rnenbers:

Menber cofltributions
Employer financed portion

Total

Total aetuarlal present value of
credLted proJected benef i ts

pro jec ted  benef i t s  were  92 ,  913r480,931

Amount

$ f ; 51  I , 799 ,2 t7
111 ,169 ,934

9L ,622 ,969 ,  151

$  432 ,529 ,963
857,9q3, ,917

$1 ,290 "512 ,790

$2 ,  91 3,  490,  93 1

% of Act lve
Member

Pavrol.l.

1881l
14

202i(

54"1
106
ffiz

362"1
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Exeerpts From

TI{E 1985 A}INUAL REPORTS

OF

TltE SOCIAL SECURITY ADI,IINISTMTION

CHART A
OASDI FUND RATIO
AT JANUARY 1
(Percent of annual outgo)

1 984 1 985 1 986 1 987 1 988 1 989

OPTIMISTIC

/r
I txteeuEDrATE

y' / 'r ' '  
rr'^

/ '  / '  ^rtt

* F 4d,(::"',o*E 
Fr,' E D ̂r E

- ft'dffi'ffiiiiisirsrrt PESStMtsTtc
t l  t r  r t  r r  r r  l r  a l

I
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CHART ts
NUMBEB OF WOHKEHS
PER OASDI BENEFICIARY

I
I
I

-ry'ta.
gfir i rrrr l r .-  \- rr ..'jlrrrrrr,^\

I
I
I
t
I
I
I
I

..tta\
t-].orrb=_-,, 

.Y:YY
^ rt^
Y ^  - J t -

' . '  ""tftlrrrr - - INTERM EDIATE
oo  

r l l l l l t t t r r r r r l r r r r r t r

aa
f 1  

t 1  t r f 1
PESStMtsTtc

af

I LI

ACTUAL
TO DATE

1 960 1980 2000 2020
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CHART C
INCOME RATES VS. COST RATES
(Percent of taxable payroll)

a t t t  
l !  l e  t f  r f  r t

ao

INCOME RATE 
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Table 3.-Sumi'nary of Eccnomic anc Demographlc
Assumptlone

Percentage increase over
prevtous y€ar in average

Year
Real
GNPI

rate
(percent)

Total
f ertility
ratel

annual-
Earnings Averag€ uo.
in cov- Consumer employment

ered €tn-ereq stTl- pncg
ployment index

Optimistic assumptions

il
I

il
i

T
T
I
i

I
a

I
t
I
I
I

1 984. . . . . . r r . . . . . . . . . . .o
1  985. . . r . . . . r . . . . . . . . . . .
1 990 L. . . . . . . . . . . . . . . . . . .
2 0 0 0 . . . . . . . . . . . . . . . . . . . .
201 0 & latgr,......

6.8
4.1
3,2
3.9
3.1

5.8
3,7
4.3
4.6
4.5

3.4
3.2
2,7
2.0
2,0

7,5
6.8
5.0
5.0
5.0

1.8
1.8
1.9
22
,e

Intermediate ll-A assumptions
,  1 984.. , . . . . . . r . . . . . . . . . .
1 oRq
I  l /  \ r t l  . . . . . . . . . . . . . . . . . . . .

1 990..r . . . . . . . . . . . . . . . . .
2000. . . . , . , . .o . .o . . . . . . .
201 0 & latgr. ! .o. . .

6.8
3.9
2.8
3.1
2.5

c.o
3.9
4.5
5.1
5.0

3.4
3.6
3,2
3.0
3.0

t .c
6.8

1.8
1.8
a n
t .o
1.9
2.0

Intermediate ll.B assumptions
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I

1 984.. . . . . . . . . . . . r . , . . . .
. t  oqR

I  l /  \ i ,  f J  . a  a a a a a a a . a a a a a . a  a a a

1 990 . r r . . . . . . . . . . . . . . r . .
2 0 0 0 . . o . . . . . . . o . . . r . . . . .
2010 & fater.......

6.8
3,2
2,5
2.6
2.0

5.3
3.9
5,2
5.6
t r t r
r.l r tJ

3.4
3.9
4,2
4.0
4.0

7E
f  r t J

6.9
6.0
6.0
6.0

1.8
1.8
1.8. to
I  r r J

2,0
Pessimistic assumptions

1985...o.. . . . . . . . . . . . . . r  ,7 3.1 4.g 7.4 1.g1990...o.o..f . . . . . . . . . . .  4.0 7.1 4.6 7.g 1.7
2000.., .0.. . . . . . . . . . . . . .  1 .g 6.1 5.0 7 .O 1 .6
?010 & later....... 1.4 6.0 5.0 7.0 1.6'^q::: 

li'191] 1lI rgtujt -( t h 9 t-qtal o it

be born to a woman in her lifetime
the year shown (if she were to surviva
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in constant do]l-q1s-.The p'ercentagg-Jicrlasd'ln-ieii -cr.iC'ir-?r-.i?"Zo 
tog}_aneq,af!e1 2010. The vaiues for loeo tre a*e, !.i, r.slano o.s peiiint tor

!!''" optimistic, intermediate ll-A, intermediate li-B,-lrii-'pessimisti'c assump-tions, respectively.
, rThe number of childran who would
based on the birth rates at each age in
the entire child.bearing pericd). 
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Figure 2
Esiirnated Ht Cost and Tax Rates
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