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Generally, Am. Sub. H.B. 194 makes the following changesin the Police and Firemen’ s Disability
and Pension Fund (PFDPF):

Increases the statutory survivor benefit for the following groups of surviving spouses from
$410 to $550 per month, effective July 1, 1999, and indexes it to the average percentage
change in the Consumer Price Index for Urban Wage Earners and Clerical Workers (CPI-
W), up to a maximum of three percent, which shall be applied to the $550 base, effective
July 1, 2000 and the first of July in each year thereafter:

- all current surviving spouses of members who retired prior to September 16, 1998;

- all current and future surviving spouses who cease to be eligible for the deceased
member’s full monthly salary, as indexed, under the Firemen and Policemen’s
Death Benefit Fund;

- future surviving spouses of members who retired prior to September 16, 1998 and
who die within one year of the effective date of the bill; and

- future surviving spouses of members who are not eligible for service retirement at
the time of death and who are not killed in the line of duty.

Excluded from the bill are spouses of memberswho retire on or after September 16, 1998; spouses
who arereceiving or eigible for the deceased member’ s full monthly salary, asindexed, under the
Death Benefit Fund; and spouses of memberswho, on or after September 16, 1998, are eligiblefor
service retirement at the time of death. Their statutory survivor benefit remains $410 per month.
(R.C. 88742.37, 742.3718)

Provides current retirees who retired prior to September 16, 1998 and who did not elect a
joint/survivor annuity option at the time of retirement a one-year window to elect a
joint/survivor annuity providing the actuarial equivalent of the retiree’ s allowance for life,
and such allowance or a portion thereof to the retiree’ s spouse for life. The PFDPF board
shall notify these retireesin writing, no later than 30 days after the effective date of the hill,
of the available election and the consequences of failure to make the election. Retirees
wishing to makethe election shall notify the board not later than 120 days after the effective
date of the bill. The board shall advise the retiree of the joint/survivor annuity options and
have a determination made of the monthly benefit payable under the option selected by the
retiree. Nolater than oneyear after the effective date of the bill, theretiree shall file another
statement, on aform provided by the board, that the retiree elects to receive benefits under
thejoint/survivor annuity option specified inthe statement. Benefitsunder thejoint/survivor
annuity option shall commence on the first day of the first month following filing of the
statement with the board.

Spouses of retireeswho die within the one-year window become eligiblefor theincreased statutory
survivor benefits provided under the bill. Spouses of retirees who die after the one-year window
continue to receive $410 per month. (R.C.88742.3715, 742.3718)

Increases the statutory survivor benefit for current and future surviving children under age
18 (22 if student) of members from $118 to $150 per month effective July 1, 1999. Upon
receiving a benefit for twelve months, the surviving child would become eligible for an
annual percentage cost-of-living allowance (COLA), up to amaximum of three percent, as
provided under existing law. The first COLA increase is payable to eligible children



beginning July 1, 2000.

Excluded from the bill are surviving children who are receiving or become eligible for benefits
under the Death Benefit Fund that are based on the deceased member’s full monthly salary, as
indexed. (R.C. 88742.37, 742.3720)

Increases the statutory survivor benefit for current and future dependent parents of members
from $79 to $100 per month for each parent, or $158 to $200 per month for one parent
effective July 1, 1999. Upon receiving a benefit for twelve months, dependent parents
would become eligible for an annual percentage COLA, up to a maximum of three percent,
as provided under existing law. The first COLA increase is payable to eligible parents
beginning July 1, 2000. (R.C. 88742.37, 742.3720)

Increases the monthly benefit of individuals who are receiving on July 1, 1999 a service
benefit, an on-duty permanent and total disability benefit, or an off-duty disability benefit
based on an award made prior to September 16, 1998 of less than $550 to $550. The
increase to $550 shall be used for purposes of caculating the annual percentage COLA.

Excluded fromthebill areindividual swho arereceiving an on-duty partial disability benefit on July
1, 1999 and individualswho are receiving abenefit based on the reduced benefit formulaapplicable
to members who voluntarily resign or are discharged with at least 15 years of service. (R.C.
§8742.3718, 742.39)

Makes the above benefit increases described above retroactive to January 1, 1998 by
providing a one-time lump sum payment, no later than the first day of the second month
following the effective date of the bill, to eligible survivors and retirees. If the recipient of
the lump sum payment dies before July 1, 1999, the fund shall not recover any portion of
the payment made. The maximum lump sum payment is limited to $2,520. The bill also
includes an emergency clause due to the significant loss of purchasing power suffered by
these survivors and retirees as aresult of inflation. (Sections 5 and 6 of the bill)

Requires the Ohio Retirement Study Council to prepare and submit the following reportsto
the chairpersons of the standing committees of the House and Senate with primary
responsibility for retirement legislation no later than one year after the effective date of the
bill:

- A review of the COLA provisions of all five statewide retirement systemsin Ohio,
including the fiscal impact upon the systems of providing an annual three percent
COLA that is not based on the Consumer Prices Index and, in the case of PFDPF,
of removing limitations on the COLA dligibility requirements.

- A review of the plan adopted by the PFDPF board to reduce the fund’ s amortization
period to 30 years by December 31, 2006, including the establishment of criteriato
ensure the fund’s compliance with such plan.

- A review of the benefits paid to spouses of members who retired before September
16, 1998, including the fiscal impact upon PFDPF of increasing the benefits paid to
some or all of these spouses. (Section 4 of the hill)

Authorizes a township to enter into an agreement with the PFDPF board to make a single
payment to pay off its pre-1967 debt at a negotiated discount, and authorizes it to issue



Chapter 133. securities, including special obligation securities, with amaturity date no | ater
than December 31, 2035, for the purpose of providing some or all of the funds required to
satisfy the township’ s obligation under the agreement. The bill permits atownship to enter
into agreements with other townships or municipal corporations to issue Chapter 133.
securities on behalf of those townships or municipal corporations. Similarly, the bill
permitsamunicipal corporation to enter into agreements with other municipal corporations
for the purpose of issuing such securities. (R.C. 88133.09, 133.20, 505.265, 717.07, and
742.30)

Background - Individualsreceiving statutory survivor benefitsfrom PFDPF have not had a benefit
increase since 1988 (H.B. 389 - effective July 1, 1988).1 These statutory survivor benefits are not
subject to the annual COLA applicableto all other benefits provided by PFDPF.

In addition to the statutory survivor benefits described above, PFDPF surviving beneficiaries may
qualify for other benefits. PFDPF members who retired on or after February 28, 1980 could el ect
to receive an actuarially-reduced retirement allowance for life, with the same allowance or some
portion thereof continuing to be paid to the surviving spouse for life.2 Thejoint/survivor annuity is
in addition to the statutory survivor benefit provided by PFDPF, and is subject to the annual COLA.

PFDPF members who retired prior to February 28, 1980 were provided a one-year window
beginning September 1984 and ending September 1985 to elect ajoint/survivor annuity option.

Surviving spouses of active members who are eligible for service retirement at the time of death
automatically qualify for a50% joint/survivor annuity, in addition to the statutory survivor benefits
provided by PFDPF.

Surviving spouses of active members who are killed in the line of duty or die from injuries
sustained in the line of duty qualify for benefits under the Death Benefit Fund. The annual benefit
isequal to the full salary of the deceased member, plus any increases in salary the member would
have been granted, minus any survivor benefits provided by PFDPF. The benefit is payable until
the earlier of the spouse’ s remarriage or the date the member would have first become eligible for
service retirement. Upon the deceased member’ s service retirement eligibility date, the benefit is
reduced by one-half, with no further offset for the statutory survivor benefit provided by PFDPF.

Surviving spouses of members who retire on or after September 16, 1998 have a legal right to a
50% joint/survivor annuity, in addition to the statutory survivor benefits provided by PFDPF, unless
they give their informed written consent to waiveit.

1The statutory survivor benefits provided by PFDPF apply to survivors of both active and
retired members. In contrast, the statutory survivor benefits provided by PERS, STRS and SERS
apply to survivors of active membersonly. Retirees of these retirement systems must elect an
actuaridly-reduced joint and survivor annuity in order to provide any survivor income protection
after their desth.

2Effective July 24, 1990 married members who elect asingle life annuity or ajoint and
survivor annuity providing less than one-half of the member’s pension to the surviving spouse are
required to provide awritten statement signed by the spouse acknowledging such election.
Effective September 16, 1998 the spouse’ s informed written consent is required to waive the
spouse’ sright to a 50% joint and survivor annuity.
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Therefore, the group of surviving spouseswho, prior to enactment of thishill, qualify for only $410
per month is limited to the following:

- surviving spouses of members who retired prior to February 28, 1980 and died prior
to September 1985 without having had an opportunity to elect ajoint and survivor
annuity during the one-year window;



- surviving spouses of active members who are not eligible for service retirement at
the time of death and whose deaths are not duty-rel ated.

- surviving spouses of retired memberswho had an opportunity, but chose not to el ect
ajoint/survivor annuity (perhaps without the spouse’ s knowledge prior to July 24,
1990 and without the spouse’ s consent prior to September 16, 1998).

Fiscal Impact - The Council’s actuary, Milliman & Robertson (M&R), has determined that
$127.5 million is the maximum additional liability that can be financed by PFDPF based on the
latest actuarial datawithout increasing contributions and without jeopardizing the fund’ s ability to
obtain a 30-year funding period no later than calendar year end 2006, as required by law. In order
to stay within these financial constraints, it is not possible at this time to provide the benefit
increases proposed under the bill to all PFDPF surviving spouses, the total cost of which has been
determined by M&R to be $256.9 million. Therefore, the bill seeks to provide, within the fund's
available resources as determined by the Council’ actuary, benefit improvements to those PFDPF
survivors and retirees who are among the most needy and dependent upon the legislature for
financial relief. Thebill isalso premised on current and future retirees assuming responsibility for
the financia welfare of their spouses.

M&R has determined that the above benefit improvements would create $92.2 million additional
liability to PFDPF, which fallswithin the $127.5 million it recommended could be financed without
increasing contributions and without jeopardizing the fund’ s ability to reduce itsfunding period to
30 years no later than calendar year 2006, as required by law. The actual election patterns of
retirees who are provided a one-year window to select ajoint/survivor annuity may produce a cost to
the fund, though any attempt to estimate such potential cost would be too speculative.

ORSC Position - Atitsmeeting of November 5, 1998 the Ohio Retirement Study Council voted to
recommend that the Ohio General Assembly approve Sub. H.B. 194 with the following
amendments which have been incorporated into Am. Sub. H.B. 194.

- That the proposed benefit increases to eligible survivors and retirees be made
retroactive to January 1, 1998 by providing a one-time lump sum payment, and
declare an emergency.

- That the ORSC review the cost-of-living provisionsin all five statewide retirement
systems, including the fiscal impact upon the systems of providing a fixed three
percent annual COLA and, in the case of PFDPF, of removing the limitationsin the
existing COLA €ligibility requirements; review the plan adopted by the PFDPF
board to reduce the fund’s amortization period to 30 years no later than calendar
year end 2006, as required by law, including criteriafor ensuring compliance with
such plan; and review the benefits paid to spouses of PFDPF members who retired
prior to September 16, 1998, including the fiscal impact upon the fund of increasing
such benefits to some or all of these spouses.

- That a municipal corporation be permitted to enter into agreements with other
municipal corporationsto issue on behalf of those municipal corporations securities
for the purpose of paying off the municipal corporations pre-1967 accrued
liabilities to PFDPF on a discount basis negotiated by the fund and municipal
corporations.

- L SC technica amendment.
Effective Date - December 21, 1998




