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A Letter from Karen Carraher

Dear members of the Ohio Retirement Study Council:

The Ohio Public Employees Retirement System (OPERS or System) proudly submits the 
2017 OPERS Health Care Report. OPERS provides a comprehensive retirement package 
for Ohio public employees. With over $101.4 billion in total assets, OPERS is the largest 
public pension fund in Ohio and the 12th largest in the United States. Established in 
1935 to provide retirement, disability and survivor benefits for public employees, OPERS 
serves more than 1 million members. Of that, approximately 200,000 participants are 
actively participating in OPERS health care. Although not mandated, for more than
one-half of our history, OPERS has provided access to health care coverage for retirees, 
which we believe is an important part of retirement security. 

OPERS HEALTH CARE PLANS
In 2016, OPERS moved to a private exchange model for its Medicare-eligible health care participants.  Retirees 
enrolled in Medicare used the OPERS Medicare Connector (Connector) to enroll in an individual Medicare plan 
and were provided a reimbursement allowance under the OPERS health reimbursement arrangement (HRA) plan 
to be used for qualifying medical expenses. The Connector was implemented with the goal to “leave no retiree 
behind.” Once all eligible retirees were successfully enrolled, we turned our attention to ensuring participants 
were using their HRA accounts properly and being reimbursed for qualifying medical expenses. OPERS made 
significant efforts in 2017 to further educate retirees on the HRA reimbursement process by conducting group 
seminars, one-on-one counseling and increasing communications.

We continued to implement annual adjustments to plan design and premiums for the OPERS pre-Medicare 
plan to keep pace with continually rising costs and increasing numbers of participants with chronic or complex 
conditions. 

Significant plan changes introduced in 2012 have been fully implemented and the financial impact of these 
changes continues to be evident in cost savings. In alignment with national trends, the total retiree population 
continues to grow and have longer life expectancies than ever before. Also, our per retiree health care expenses 
will continue to increase as a result of health care cost inflation and our retiree population spending more years in 
retirement than previous program participants. Our health care program may again require incremental changes 
to support adequate funding for future retirees.

2017 FINANCIAL PERFORMANCE
Financial markets performed well in 2017 and these positive results are reflected in the performance of our funds. 
Strong results enable us to continue progress toward our long term-goals. As a team, we remain focused on 
keeping the System strong today and well into the future. Knowing that all years will not be as positive as 2017, 
OPERS remains dedicated to a long-term focus. 

Respectfully submitted,

Karen E. Carraher
Executive Director                                                                                  
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2017 Year In Review

HEALTH CARE PRESERVATION PLAN
To continue to offer retirees access to health care 
coverage, in 2012 OPERS adopted significant changes 
to the health care program, which were fully phased-
in as of January 1, 2018. Throughout 2017, OPERS 
prepared participants for the complete phasing-out 
of premium support for spouses. To prepare both 
Medicare and non-Medicare participants to either pay 
the full cost for spouse coverage or find comparable 
coverage elsewhere, OPERS furnished a variety of state 
and federal resources. These resources served to direct 
participants toward alternate coverage if the full cost to 
cover a spouse on the OPERS plan became more than 
they could comfortably afford.

TRANSITION TO THE CONNECTOR
In 2017, the System worked to ensure all eligible 
participants enrolled into individual Medicare plans via 
the OPERS Medicare Connector were successfully using 
their HRA accounts. After an initial adjustment period in 
2016, OPERS saw a large increase in retirees successfully 
submitting HRA claims for reimbursement in 2017.

To further increase retirees’ proficiency using the 
HRA, OPERS offers both a How to Use Your Health 
Reimbursement Arrangement account seminar 
presented live in Columbus and around the state and 
a hands-on, 30-minute workshop designed to provide 
assistance with claims paperwork at the OPERS office in 
Columbus. Both offerings have been well-received and 
participants report an increased understanding of the 
process after attending.

In addition, OPERS extended personal outreach to those 
retirees identified as not having used their HRA account 
or having an unusually high balance. These retirees 
received one-on-one counseling to increase their 
understanding of the reimbursement process so they 
can utilize their HRA account in a manner that best suits 
their individual retirement health care plan.

OPERS HEALTH CARE PROGRAM
OPERS continued to implement annual adjustments to 
plan design and premiums for the OPERS pre-Medicare 
plan to keep pace with rising costs. While participant 
cost share increased in 2017, OPERS continues to pay 
the majority of the cost of coverage — 83% of pre-
Medicare retirees receive at least a 75% allowance from 
OPERS toward monthly premiums. 

The System extended its agreements with the following 
health plan administrators – Medical Mutual (Medical), 
Aetna (Vision) and MetLife (Dental).

As of December 31, 2017, OPERS terminated the 
Humana Interim Plan for participants enrolled in 
Medicare but not eligible to enroll into an individual 
Medicare plan through the Connector. Humana Interim 
Plan participants were automatically transitioned to the 
Medicare Re-employed Plan administered by Medical 
Mutual. 

ADVOCACY WORK

Biosimilar drugs
OPERS continued to advocate at the federal level with 
the goal of increasing the speed in which biosimilar 
drugs, a cost-effective alternative to specialty drugs, 
are introduced to the market. As a member of the 
Public Sector Healthcare Roundtable, OPERS supports 
regulatory efforts to establish and sustain greater 
competition in the pharmaceutical, and especially the 
biopharmaceutical, marketplace. 
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The end-goal is the implementation of a clear, efficient 
regulatory pathway to rapidly bring lower-cost 
biosimilar medications to market.

Increasing the speed of which biosimilar drugs are 
introduced to the market is important because 
specialty drugs account for 41.3% of OPERS’ total gross 
cost for retiree prescription drugs. Although specialty 
drugs account for a large percentage of the total cost, 
only 4.4% of participants utilized a specialty drug in 
2017 and only 0.9% of prescriptions filled are specialty 
drugs.

Cadillac tax
Although the Affordable Care Act’s (ACA) excise 
tax, otherwise known as the “Cadillac tax,” has been 
delayed until 2022, OPERS continues to advocate for 
a complete repeal or, in the alternative, an exemption 
for retiree-only health plans. OPERS opposes the excise 
tax because it disproportionately impacts retiree-only 
health care plans and could force OPERS to reduce 
benefits and shift additional health care costs to 
OPERS retirees.

STEPS TO STRENGTHEN PENSION FUNDING
As fiduciaries to all members and retirees, one of the 
duties of the OPERS Board of Trustees (Board) is to 
assure that the pension plan is well funded. OPERS 
must adapt to a variety of issues as time passes, 
such as volatile financial markets and the changing 
demographics of members.

As of January 1, 2018, OPERS no longer allocates 
member or employer contributions to the funding of 
retiree health care coverage. One hundred percent 
of contributions go toward funding pensions. In 
2017, OPERS pursued changes to strengthen pension 
funding including tying the cost-of-living adjustment 
to the CPI with a cap and modifying survivor benefits. 
Strengthening pension funding now could positively 
impact health care funding in the future.

FUTURE OPPORTUNITIES
As retirees live longer, that increased longevity comes 
at a price. Retirees often are living with one or more 
chronic conditions which can be expensive to treat. In 
order to help us to control future costs, we encourage 
the OPERS retiree population to make smart choices 
and take charge of their health now.  They can do this 
by understanding how their coverage works, saving 
for future health care costs, taking advantage of 
available wellness resources and programs and talking 
with their doctors about different options for treating 
their condition. Encouraging retirees to make smart 
choices now may affect not only their health status 
but also their bank account and the overall health of 
the population OPERS is providing with health care 
coverage.

An example of the System’s commitment to a healthier 
retiree population is the diabetes prevention program 
for pre-Medicare retirees administered by Medical 
Mutual. The yearlong program focuses on healthy 
eating and physical activity and is offered through 
local YMCAs.

2017 FINANCIAL HIGHLIGHTS 
The year 2017 was good for financial markets and 
the positive results we have garnered reflect that. 
Good years with strong results enable us to continue 
progress toward our long term-goals. The OPERS 
team—staff, management and Board—remains 
dedicated to keeping the System strong today and 
well into the future. We know all years will not be as 
strong—OPERS is dedicated to a long-term focus. 

Funded status 
Health care coverage is not statutorily guaranteed, and 
can only be funded if pension funding is adequate. 
OPERS has historically pre-funded health care costs. 
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However, analysis of past trends and modeling of 
future projects indicate that without significant 
future market improvement, OPERS may need to 
further decrease the long-term earnings expectations 
for pensions. As of January 1, 2018, all funding is 
dedicated to fund pension and, thus, there is no 
funding to health care. That said, retirees continue 
to inform us of the importance of meaningful access 
to health care. We will continue to evaluate plan and 
product designs to encourage sustainability.

Funded status measures the progress of accumulating 
the funds necessary to meet future obligations. While 
initially a pension measure, since OPERS pre-funds 
health care, we also apply the measure to our health 
care trust. This measure is helpful, but it is important 
to remember that health care can and will be modified 
to be sustainable within the financial resources. As of 
the December 31, 2016 health care actuarial valuation 
(the date of the most recent actuarial valuation), 
OPERS was 60.7% funded. In the absence of employer 
contributions, and given rising health care costs, the 
health care fund is expected to become insolvent after 
12 years. 

The System dedication to maintaining access to 
meaningful health care has become increasingly 
expensive as health care expenses continue to 
increase significantly faster than inflation. Because 
we anticipate that health care expenses will continue 
to grow as the number and life expectancy of our 
retirees continues to grow, we again look to the future 
to determine how to make incremental changes to 
provide adequate funding for future retirees.

Investment results
The results of our investment efforts are always a 
focus for this organization. Because investment 
returns fund approximately two-thirds of a retiree’s 
ultimate pension, the results of each and every year are 
important. As always, throughout 2017, we remained 
steadfast to the proven principles of asset allocation 
and diversification.  

The growing retiree base, retirees living longer in 
retirement than ever before, and the escalating costs 
in health care all create unprecedented drains on the 
income generated from investments. The OPERS long-
term investment goal is to attain targeted results to 
help secure retirement benefits for our members. This 
sustained performance goal means we focus on the 
long-term market view—but understand that year-
to-year market fluctuations and corrections will occur. 
When corrections occur, we work to ensure the System 
can absorb the losses by having the resources and 
safeguards in place to sustain the foundation. 

Globally, the 2017 market delivered strong returns—
and OPERS was well-positioned to enjoy the success of 
the rising markets. The Health Care portfolio returned 
15.25% in 2017, compared to the benchmark return 
of 14.31% and the anticipated actuarial funding plan 
rate of 6.50%. Overall, we recognize the importance 
of adhering to our policies and remaining focused 
on achieving the targeted rate of return. We invest 
thoughtfully and strategically.
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Although health care is neither mandated nor 
guaranteed, the Board, management and staff, 
recognize the importance to our members of 
providing access to meaningful health care as it is 
an important piece of a secure retirement. The $12.8 
billion 115 Health Care Trust has no additional funding 
and is currently enhanced solely by investment 
returns.  Excess in investment returns and the Health 
Care Stabilization Fund provide a source of funds 
to offset years in which the 4.0% allocation of the 
employer contribution cannot be contributed or in 
which the fund does not earn the expected 4.0% 
investment earnings. 

Maintaining access to meaningful health care has 
become increasingly expensive as OPERS retirees, 
similar to national trends, have increased in number, 
have longer life expectancies, and have encountered 
health care costs increasing significantly faster than 
inflation. Because we anticipate that health care 
expenses will continue to grow as the number—and 
life expectancies—of our retirees continues to grow, 
we again look to the future to determine how to make 
incremental changes to ensure adequate funding 
exists for future retirees.

EMPLOYER CONTRIBUTIONS 
OPERS is dedicated to the funding objective to 
meet long-term pension benefit obligations and, to 
the extent possible, fund post-employment health 
care. Reduced expectations for lower long-term 
expected rates of return for the defined benefit 
pension investments leads to lower funded status and 
increased amortization periods over time. As a result, 
the required portion of the employer contribution rate 
must increase and the corresponding allocation to 
health care decrease. 

With the assistance of the System’s actuary and Board 
approval, a portion of each employer’s contribution 
to OPERS may be set aside for the funding of post-
employment health care coverage. The portion of

Traditional Pension Plan and Combined Plan employer 
contributions allocated to health care was 1.0% in 
2017. The 2018 allocation is expected to be 0% for 
health care funding, and is expected to continue 
thereafter. The employer contribution as a percent of 
covered payroll deposited for the Member-Directed 
Plan participant health care accounts for 2017 was 
4.0%.  

INVESTMENT RETURNS ON THE HEALTH CARE 
PORTFOLIO 
During 2017, OPERS managed investments in 
three investment portfolios: the Defined Benefit 
portfolio, the Health Care portfolio and the Defined 
Contribution portfolio. The Health Care portfolio 
includes the assets for health care expenses for the 
Traditional Pension Plan, Combined Plan and Member-
Directed eligible members. 

The Health Care portfolio returned 15.25% in 2017, 
compared with the health care policy benchmark 
return of 14.31%. Total combined health care net 
assets were $12.8 billion as of December 31, 2017.

115 HEALTH CARE TRUST 
The 115 Heath Care Trust (115 Trust) was established 
in 2014. The 401(h) Health Care Trust and Voluntary 
Employees’ Beneficiary Association Trust were closed 
as of June 30, 2016 and the net positions transferred 
to the 115 Trust on July 1, 2016. From 2016 forward, 
the 115 Trust pre-funds and holds the portion of 
employer contributions of the Traditional Pension, 
Combined and Member-Directed plans set aside for 
funding retiree health care. The 115 Trust provides 
the funding for health care coverage paid for non-
Medicare eligible retirees and eligible dependents of 
deceased members and monthly deposits to the HRA 
for Medicare-eligible retirees and eligible dependents 
of deceased members under the Connector program.

Funding Retiree Health Care
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Funding Retiree Health Care

SOURCES OF INCOME 
Additions to the health care trusts are comprised 
primarily of employer contributions and investment 
returns. In 2017, OPERS implemented Governmental 
Accounting Standards Board Statement No. 74 (GASB 
74), Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans. GASB 74 requires 
that certain health care receipts be netted with health 
care expenses reported in Health Care Expenses in the 

Statement of Changes in Fiduciary Net Position. The 
presentation of Retiree-Paid Health Care Premiums, 
Federal Subsidy, and formulary rebates, rebates 
previously reported in Contract and Other Receipts, 
has been revised and these health care receipts are 
now included in health care expenses.



Pursuant to Sections 145.58 and 145.584 of the Ohio 
Revised Code (ORC), the OPERS Board of Trustees 
(Board) is required to prepare annually a report 
giving a full accounting of the revenues and costs 
relating to the provision of health coverage. The 
report must be as of December 31. Section 10 of ORC 
145.22 (E) requires OPERS to submit the report by 
June 30 of the following year to the Ohio Retirement 
Study Council, director of Budget and Management, 
and the standing committees of the Ohio House of 
Representatives and Ohio Senate.

The following information fulfills the requirements 
of OPERS as outlined in ORC Section 145.22(E). The 
requirements and the System’s responses follow:

 1. A description of the statutory authority for the 
benefits provided 

Appendixes A and B are copies of ORC Section 
145.58 (group hospitalization coverage; ineligible 
individuals; service credit; alternate use of Health 
Maintenance Organization) and ORC Section 145.584 

(Medicare-equivalent benefits for members ineligible 
for Medicare), as they existed during the majority 
of 2017. Both sections were amended by Substitute 
Senate Bill 343, effective January 7, 2013.

2. A summary of coverage for 2017 

The following is an outline of OPERS health care 
coverage in 2017:

THE 2017 OPERS RETIREE HEALTH PLAN FOR 
PRE-MEDICARE PARTICIPANTS 
The 2017 OPERS health care plan administrator, 
Medical Mutual, utilized a Preferred Provider 
Organization (PPO) for our pre-Medicare participants. 
Doctors and medical facilities that belong to the PPO 
network agree to perform services at agreed-upon 
contract rates. While participants were able to choose 
any provider and still receive coverage, they had 
lower out-of-pocket costs if they chose a network 
provider. Pre-Medicare, re-employed retirees were in 
a separate plan with identical coverage.

Statutory Requirements
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OPERS Retiree Health Plan administered by Medical Mutual PPO/Medical Mutual Interim Plan

2017 OPERS Retiree Health Plan

Deductible (in-network)

Total (in-network) out-of-pocket maximum

Deductible (out-of-network)

Total (out-of-network) out-of-pocket maximum

Office visit copay (medical home)

Office visit copay (primary care physician or PCP)

Office visit copay (specialist)

Inpatient copay

Emergency room

Preventive services

Skilled nursing/hospice

Other medical services

2017

$1,000

$4,900

$2,000

$7,000

$15

$25

$40

$150

$150 (emergency)

$250 (non-emergency)

100%

100%

25% co-insurance
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Prescription drug coverage – Retirees enrolled in 
the OPERS retiree health care plan (Medical Mutual) or 
the Humana Interim Plan received prescription drug 
coverage through Express Scripts. 

OPERS non-Medicare prescription drug coverage – 
In 2017, plan participants could receive up to a 30-day 
supply of medication, plus refills, as prescribed by 
their physician at a retail pharmacy. Plan participants 
could receive up to a 90-day supply of medication, 

plus refills, as prescribed by their physician, through 
the Express Scripts home delivery program. Cost-
share for prescriptions differs based on the delivery 
method, whether a drug is a generic or a name brand 
and its formulary status. In 2017, Medication Therapy 
Management continued to be available for eligible 
participants.

Statutory Requirements

2017 Non-Medicare Prescription Drug Plan

Retail pharmacy network

Annual deductible(s)

Formulary

Generics

Formulary brand

Non-formulary brand

Specialty drugs - Brand

Specialty drugs - Biosimilar/Generic

Value-based insurance design (VBID) - Generics for chronic conditions 

including asthma, COPD, heart disease, hypertension, high cholesterol, 

depression and diabetes

Generic PPIs - Medications treating acid-reflux and heartburn

Annual out-of-pocket maximum

2017

55,000 pharmacies

$100 (generics)

$200 (brands)

High performance

20% co-insurance

$4 min/$8 max retail

$10 min/$20 max mail

30% co-insurance

$30 min/$60 max retail

$75 min/$150 max mail

NOT COVERED

40% co-insurance

$150 max

40% co-insurance

$100 max

$0

50% co-insurance

$25 retail min $62.50 mail min

$1,950 (per ACA limits)



WELLNESS RETIREE MEDICAL ACCOUNT (RMA)
In prior plan years, the non-Medicare plans also had 
the opportunity to earn modest wellness incentives 
that were deposited in a wellness RMA. The wellness 
RMA also housed excess retiree health care premium 
allowances earned in prior plan years. The wellness 
RMA can be used to reimburse the retiree’s qualified 
medical expenses. Wellness incentives are no longer 
awarded starting with the 2017 plan year.

MEMBER-DIRECTED RMA
Upon separation or retirement, a Member-Directed 
Plan participant may use the vested funds in their 
Member-Directed RMA to reimburse qualified 
health care expenses. Vesting requirements for the 
Member-Directed RMA have changed over the life 
of the plan. The Member-Directed RMA originally 
required 10 years of participation to fully vest in the 
contributions and interest earned on the account. 
Effective January 1, 2009, contributions and interest 
vested with the participant over a five-year period. 
Effective July 1, 2015, new participants to the 
Member-Directed RMA are required to participate for 
15 years to become fully vested.

OPERS MEDICARE CONNECTOR HEALTH 
REIMBURSEMENT ARRANGEMENT (HRA)
During 2017, Medicare-eligible retirees selected an 
individual medical or prescription drug plan (or both) 
through the Connector. They were also eligible for a 
monthly allowance, deposited into an HRA account, 
to be used for reimbursement of qualifying medical 
expenses. 

The allowance can be used toward the 
reimbursement of the premium of an individual 
Medicare plan. Any remaining allowance can be used 
to reimburse the cost of any of the following: 

• 	 Medicare Part B premium, 
• 	 Vision and dental premiums,
• 	 Deductibles, co-insurance and other out-of-

pocket medical expenses,

• 	 Medical expenses for a spouse, 
• 	 Saved for future health care expenses, including 

premium increases as the member ages.

The Internal Revenue Service defines qualifying 
medical expenses. Claims filed through the HRA are 
reimbursed for qualifying medical expenses retirees 
and their dependents incur. Reimbursements of 
qualifying medical expenses are not taxable income 
and are not reported on any tax form. The amount 
of the HRA monthly allowance depends on years of 
qualifying service and age when first enrolled in the 
OPERS health care plan. HRA account balances roll 
over from month-to-month and year-to-year.

HUMANA INTERIM MEDICARE PLAN 
The Humana Interim Medicare Plan is the plan 
OPERS provides for Medicare-eligible retirees who 
are not eligible to participate in the HRA during 
re-employment. These retirees included Medicare-
eligible, re-employed retirees and their eligible 
Medicare dependents as well as Medicare–eligible 
retirees under age 65 with end-stage renal disease. 
At the close of 2017, the Humana Interim Medicare 
Plan ceased and plan participants were moved to the 
Medical Mutual Medicare Plan.

MEDICARE PART A REIMBURSEMENT 
Ohio law allows OPERS to provide premium 
reimbursement to those who are not eligible for 
premium-free Medicare Part A. Medicare-eligible 
OPERS retirees are required to enroll in, and pay, 
the monthly premium for Medicare Part A coverage 
through the Centers for Medicare and Medicaid 
Services. OPERS provides a monthly reimbursement 
for the Medicare Part A premium cost and provides 
a 50% Medicare Part A premium reimbursement to 
eligible spouses. With enrollment in both Medicare 
Parts A and B, retirees and eligible spouses have the 
opportunity to make a plan selection through the 
Connector and may receive an HRA allowance.

Statutory Requirements

11
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Statutory Requirements

THE DENTAL PLAN 
During 2017, voluntary dental coverage was available 
to all OPERS retirees, and their eligible dependents, 
regardless of their participation in OPERS health care. 
The dental plan, administered by MetLife, is intended 
to help defray the costs of dental care, including oral 
examinations, diagnostic services and extractions, 
as well as crowns, bridges and dentures. If a retiree 
choses coverage under the dental plan, a premium 
payment is deducted from each monthly benefit 
payment. OPERS does not subsidize this plan.

THE VISION PLAN 
Voluntary vision coverage is offered to all OPERS 
retirees and their eligible dependents, regardless of 
their participation in OPERS health care. The vision 
plan, administered by Aetna, covers services provided 
by ophthalmologists, optometrists or opticians for 
examinations, frames and lenses. A premium payment 
is deducted from each monthly benefit payment for 
those recipients who choose to participate. OPERS 
does not subsidize this plan.

3. A summary of the eligibility requirements for 
health care coverage in 2017: 

Listed here are the eligibility requirements for OPERS 
health care plans in 2017.

AGE-AND-SERVICE RETIREMENT 
All OPERS members are in one of three retirement 
groups: Group A, Group B or Group C. The retirement 
group determines pension eligibility and benefit 
calculation. The group also affects when members will 
be eligible for health care coverage through OPERS.
In 2017, a benefit recipient must have attained age 
60 and have 20 years of qualifying health care service 
credit or have 30 years of qualifying health care service 
credit at any age under Group A; 32 years of qualifying 
health care service credit at any age or 31 years of 
service and minimum age 52 under Group B; and 32 
years and age 55 under Group C to be eligible for 
OPERS retiree health care. 

For retirement benefits effective on and after January 
1, 2014, OPERS limited the types of service credit 
counted toward health care eligibility to the following:

• 	 Contributing service 

• 	 Service transfers from other Ohio retirement 
systems 

• 	 Service purchased under USERRA (military service 
	 that interrupts public service) 

• 	 Restored service credit 

• 	 Unreported service 

Once a retiree voluntarily withdraws from OPERS 
health care on or after January 1, 2014, they cannot re-
enroll absent proof of creditable coverage or a recent 
involuntary termination under another plan.

As of January 1, 2014, contributing service credit for 
health care accumulated only if the member’s earnable 
salary was at least $1,000 per month. Partial health 
care credit was not granted for months in which 
earnable salary is less than $1,000. Credit earned prior 
to January 2014 is not affected by this requirement.

DISABILITY BENEFIT RECIPIENTS 
Recipients of disability benefits prior to
January 1, 2014, have continued access to health care 
coverage while the disability benefit continues and 
will not be subject to the five-year rule described 
below. The allowance will be determined in the same 
way as an age-and-service retiree. If the recipient does 
not meet minimum age-and-service requirements, 
the minimum allowance will be used. Recipients with 
an initial disability effective date on or after January 
1, 2014, will have coverage during the first five years 
of disability benefits. After five years, the recipient 
must meet minimum age-and-service health care 
eligibility requirements or be enrolled in Medicare due 
to disability status to remain enrolled in OPERS health 
care. If enrolled, the allowance will be determined in 
the same way as an age-and-service retiree. 



Statutory Requirements

13

COVERAGE FOR SURVIVING SPOUSES 
If a member retired, chose a joint life or multiple 
life annuity plan of payment and passes away, their 
surviving spouse will have access to the OPERS 
health care plans. Surviving spouses do not receive 
an allowance and are responsible for the full cost 
of coverage. However, OPERS does provide limited 
funding to surviving spouses meeting a minimum 
income requirement.

ELIGIBLE DEPENDENTS 
In accordance with Ohio Administrative Code 145-
4-09 and Section 152 of the Internal Revenue Code 
(IRC), retirees receiving a monthly age-and-service or 
disability benefit may enroll their legal spouse and 
any eligible children under the age of 26.

The member or retiree’s eligible children are 
a biological or legally adopted child or minor 
grandchild if the grandchild is born to an unmarried, 
un-emancipated minor child and ordered by the 
court to provide coverage pursuant to Ohio Revised 
Code Section 3109.19.

In order for a child to be eligible for coverage, 
the child must be under the age of 26 (regardless 
of enrollment as a full-time student or marital 
status). Coverage may be extended if the child is 
permanently and totally disabled prior to age 22. 
This means that the child is not able to work in any 
substantial gainful activity because of a physical or 
mental impairment which has lasted or is expected 
to last for at least 12 months. Evidence of the 
incapacity is required and is subject to approval by 
OPERS.

Participants in OPERS health care receiving 
a monthly benefit as the surviving spouse or 
beneficiary of a deceased retiree or deceased 
member may only enroll those dependents that 
would have been eligible dependents of the 
deceased retiree or member as defined on this page.

COVERAGE OPTIONS 
In 2017, OPERS continued to provide monthly 
allowances for health care coverage for Traditional 
Pension Plan and Combined Plan retirees and their 
eligible dependents in various OPERS-sponsored 
plans. For those retiring on or after January 1, 2015, 
the allowance (subsidy) provided by OPERS is based 
on age and years of qualifying service credit when a 
recipient first enrolls in OPERS health care.

In 2017, OPERS offered medical and pharmacy plans 
for recipients yet to enroll in Medicare. Monthly 
allowances were used to offset the monthly 
premium for the coverage provided.

Traditional Pension Plan and Combined Plan 
retirees enrolled in Medicare Parts A and B received 
an allowance credited to an HRA account to be 
used to reimburse qualifying medical expenses 
associated with the coverage in which the retiree is 
enrolled through the Connector. The Connector is 
administered by a vendor selected by OPERS. The 
vendor assists retirees, spouses and dependents with 
selecting a medical and pharmacy plan.

Over a three-year period that began in 2015, 
spouses started transitioning from their original 
monthly allowance to zero. If the retiree is living, the 
retiree may use their HRA to reimburse the cost of 
a spouse’s coverage. Spouses eligible for Medicare 
began to have access to the Connector in 2016; 
spouses not yet eligible for Medicare have access 
to OPERS coverage at full cost until 2020 and that 
may be extended. Spouses of deceased members 
no longer assume the retiree’s health care allowance 
(low-income exception approved by the Board in 
2017). If the retiree has at least 20 years of qualifying 
service and is enrolled in OPERS health care, children 
(up to age 26) receive half of the retiree’s allowance 
percentage. If the recipient has less than 20 years of 
qualifying service, children (up to age 26) transition 
from the original allowance to zero over three years 
(2015-2017), but have access to OPERS coverage at 
the full cost until 2020.
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MEMBER-DIRECTED RETIREE MEDICAL ACCOUNT 
(RMA) 
Member-Directed Plan participants are provided with 
a Member-Directed RMA. The plan holds the portion 
of employer contributions of the Member-Directed 
Plan participants that are set aside for funding 
retiree health care. Upon separation or retirement, 
the participant may use the vested funds in their 
Member-Directed RMA to reimburse qualified health 
care expenses. Members with an account prior to July 
1, 2015, become vested in the account at a rate of 
20% for each year of participation until the member 
is fully vested at the end of five years. For members 
establishing accounts on or after July 1, 2015, the 
member is fully vested after 15 years at a rate of 10% 
for each year starting in the sixth year of participation. 
The account earns a fixed annual interest rate 
established by the Board. Interest on the RMA accrues 
only if the investment portfolio containing the RMA 
assets earns a return greater than zero in the prior 
year.

4. A statement of the number of participants 
eligible for the benefits 

As of December 31, 2017, there were 191,241 
OPERS retirees and primary beneficiaries eligible 
to participate in OPERS health care. In addition to a 
retiree, a primary benefit recipient could be a survivor 
of a deceased retiree continuing to receive coverage 
on the retiree’s account, which is representative of the 
OPERS contributing membership.

5. A description of the accounting, asset valuation 
and funding method used to provide the benefits 

OPERS financial statements are prepared using the 
accrual basis of accounting under which deductions 
are recorded when the liability is incurred and 
revenues are recognized when earned. Health care 

payments are considered a liability and recognized 
when a present obligation exists. Therefore, OPERS 
estimates health care claims which have been incurred 
at year-end, but which have not yet been reported to 
the System as of fiscal year end. Health care receipts 
are recognized when they become measurable and 
due to OPERS based on contractual requirements. 
Therefore, health care receipts contain estimates 
based on information received from health care 
vendors and other sources. 

Investment purchases and sales are recorded as of 
the trade date. Investments are generally reported 
at fair value. Fair value is the amount that a plan can 
reasonably expect to receive for an investment in a 
current sale between a willing buyer and a willing 
seller, that is, other than in a forced or liquidation sale. 
All investments, with the exception of real estate, 
private equity and hedge funds are valued based on 
closing market prices or broker quotes. Securities not 
having a quoted market price have been valued based 
on yields currently available on comparable securities 
of issuers with similar credit ratings. The fair value of 
real estate investments is based on estimated current 
values and independent appraisals. The fair value of 
private equity is based on management’s valuation 
of estimates and assumptions from information and 
representations provided by the respective general 
partners, in the absence of readily ascertainable 
market values. 
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The fair value of hedge funds is based on a net asset 
value, which is established by the fund or by the fund’s 
third-party administrator.

Employer contributions and investment earnings 
are used to fund health care expenses. Employer 
contributions of 1 percent of covered payroll were 
credited to the 115 Health Care Trust (115 Trust) for 
the year ended December 31, 2017. In 2017, OPERS 
implemented Governmental Accounting Standards 
Board Statement No. 74 (GASB 74), Financial Reporting 
for Post employment Benefit Plans Other Than Pension 
Plans. GASB 74 requires that certain health care 
receipts be netted with health care expenses reported 
in the Health Care Expenses category in the Statement 
of Changes in Fiduciary Net Position. The presentation 
of Retiree-Paid Health Care Premiums, Federal Subsidy, 
and formulary rebates, rebates previously reported 
in Contract and Other Receipts, has been revised and 
these health care receipts are now included in health 
care expenses. 

The 115 Trust was established in 2014. The 401(h) 
Health Care Trust and Voluntary Employees’ 
Beneficiary Association Trust were closed as of June 
30, 2016 and the net positions transferred to the 115 
Trust on July 1, 2016. From 2016 forward, the 115 
Trust pre-funds and holds the portion of employer 
contributions of the Traditional Pension, Combined 
and Member-Directed plans set aside for funding 
retiree health care.

The funded status of health care as of December 
31, 2016, the most recent actuarial valuation, was 
60.7 percent. The funding progress of health care is 
measured in terms of solvency years, or the number of 
years that funds are projected to be available to pay 
health care expenses under the current plan design 
before health care would be reduced to a pay-as-you-
go basis. The fund is expected to become insolvent 
after 12 years as of the December 31, 2016 valuation. 

The health care stabilization fund is intended to 
somewhat mitigate this risk. Excess in investment 
returns and the health care stabilization fund provide 
a source of funds to offset years in which the 4.0 
percent allocation of the employer contributions 
cannot be contributed or investment returns do not 
meet the 4.0 percent expected return. The funding 
source for the stabilization fund is any investment 
earnings on the health care core fund in excess of 4.0 
percent.  

6. A statement of the fiduciary net position (or net 
assets) available for the provision of the coverage 
as of the last day of the fiscal year.

Please see Appendix C, “Statements of Fiduciary Net 
Position - Health Care.”

7. A statement of any changes in the net position 
(or net assets) available for the provision of 
health care coverage, including participant and 
employer contributions, net investment income, 
administrative expenses and benefits provided to 
participants, as of the last day of the fiscal year.

Please see Appendix D, “Statements of Changes in 
Fiduciary Net Position - Health Care.”

8. For the last six consecutive fiscal years, a 
schedule of the net position (or net assets) 
available for health care coverage, the annual cost 
of health care, administrative expenses incurred 
and annual employer contributions allocated for 
the provision of coverage.

Please see Appendix D, “Statements of Changes in 
Fiduciary Net Position - Health Care.”



16

Statutory Requirements

9. A description of any significant changes that 
affect the comparability of the report required 
under this division.

In conjunction with the implementation of 
Governmental Accounting Standards Board 
Statement No. 74 (GASB 74), Financial Reporting for 
Postemployment Benefit Plans Other Than Pension 
Plans, in 2017, health care receipts, or payments, 
from retirees and health care vendors to OPERS are 
required to offset the related health care expenses 
incurred by OPERS during the year. As a result, health 
care expenses were reduced by $242.7 million for 
retiree-paid health care premiums, prescription 
rebates and federal subsidies, causing the activity in 
2017 to decrease to $1.0 billion from $1.2 billion in 
2016, as there was no netting of health care receipts 
in 2016.

10. A statement of the amount paid under division 
(C) of section 145.58 of the Revised Code.

OPERS discontinued reimbursement of Medicare Part 
B premiums as of December 31, 2016. However, in 
accordance with section 145.584 of the Revised Code, 
OPERS reimburses retirees who do not have premium-
free Medicare Part A for their Part A premiums as well 
as any applicable surcharges (late-enrollment fees).
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145.58 Group hospitalization coverage; ineligible 
individuals; service credit; alternative use of HMO

(A) The public employees retirement board shall adopt 
rules establishing eligibility for any coverage provided 
under this section. The rules shall base eligibility on 
years and types of service credit earned by members. 
Eligibility determinations shall be made in accordance 
with the rules, except that an individual who, as a result 
of making a false statement in an attempt to secure 
a benefit under this section, is convicted of violating 
section 2921.13 of the Revised Code is ineligible for 
coverage. 

(B) The board may enter into agreements with 
insurance companies, health insuring corporations, 
or government agencies authorized to do business 
in the state for issuance of a policy or contract of 
health, medical, hospital, or surgical coverage, or any 
combination thereof, for eligible individuals receiving 
age and service retirement or a disability or survivor 
benefit subscribing to the plan, or for PERS retirants 
employed under section 145.38 of the Revised Code, 
for coverage in accordance with division (D)(2) of 
section 145.38 of the Revised Code. Notwithstanding 
any other provision of this chapter, the policy or 
contract may also include coverage for any eligible 
individual’s spouse and dependent children and for 
any of the eligible individual’s sponsored dependents 
as the board determines appropriate. If all or any 
portion of the policy or contract premium is to be paid 
by any individual receiving age and service retirement 
or a disability or survivor benefit, the individual shall, 
by written authorization, instruct the board to deduct 
the premium agreed to be paid by the individual to the 
company, corporation, or agency. 

The board may contract for coverage on the basis of 
part or all of the cost of the coverage to be paid from 
appropriate funds of the public employees retirement 
system. The cost paid from the funds of the system 
shall be included in the employer’s contribution 

rate provided by sections 145.48 and 145.51 of 
the Revised Code. The board may by rule provide 
coverage to individuals who are not eligible under 
the rules adopted under division (A) of this section if 
the coverage is provided at no cost to the retirement 
system. The board shall not pay or reimburse the cost 
for coverage under this section or section 145.584 of 
the Revised Code for any such individual.

The board may provide for self-insurance of risk or level 
of risk as set forth in the contract with the companies, 
corporations, or agencies, and may provide through 
the self-insurance method specific coverage as 
authorized by rules of the board.

(C) The board shall, beginning the month following 
receipt of satisfactory evidence of the payment for 
coverage, pay monthly to each recipient of service 
retirement, or a disability or survivor benefit under the 
public employees retirement system who is eligible 
for coverage under part B of the medicare program 
established under Title XVIII of “The Social Security 
Act Amendments of 1965,” 79 Stat. 301 (1965), 42 
U.S.C.A. 1395j, as amended, an amount determined 
by the board for such coverage, except that the board 
shall make no such payment to any individual who 
is not eligible for coverage under the rules adopted 
under division (A) of this section or pay an amount 
that exceeds the amount paid by the recipient for the 
coverage. 

At the request of the board, the recipient shall certify 
to the retirement system the amount paid by the 
recipient for coverage described in this division.
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(D) The board shall establish by rule requirements 
for the coordination of any coverage or payment 
provided under this section or section 145.584 
of the Revised Code with any similar coverage or 
payment made available to the same individual by 
the Ohio police and fire pension fund, state teachers 
retirement system, school employees retirement 
system, or state highway patrol retirement system.

(E) The board shall make all other necessary rules 
pursuant to the purpose and intent of this section. 
Amended by 130th General Assembly File No. TBD, SB 
42, §1, eff. 3/23/2015. 

Amended by 129th General Assembly File No.148, SB 
343, §1, eff. 1/7/2013. 

Effective Date: 10-01-2002; 2008 SB267 03-24-2009
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145.584 Benefits equivalent to Medicare

(A) Except as otherwise provided in division (B) of this 
section, the board of the public employees retirement 
system shall make available to each retirant or 
disability benefit recipient receiving a monthly 
allowance or benefit on or after January 1, 1968, who 
has attained the age of sixty-five years, and who is not 
eligible to receive hospital insurance benefits under 
the federal old age, survivors, and disability insurance 
program without payment of premiums, one of the 
following: 

(1) Hospital insurance coverage substantially 
equivalent to the federal hospital insurance benefits, 
Social Security Amendments of 1965, 79 Stat. 291, 42 
U.S.C.A. 1395c, as amended; 

(2) An amount, determined by the board, to 
reimburse the retirant or disability benefit recipient 
for payment of premiums for federal hospital 
insurance benefits described in this division, which 
amount shall not exceed the premiums paid. 

This coverage or amount shall also be made available 
to the spouse, widow, or widower of such retirant 
or disability benefit recipient provided such spouse, 
widow, or widower has attained age sixty-five and 
is not eligible to receive hospital insurance benefits 
under the federal old age, survivors, and disability 
insurance program without payment of premiums. 
The widow or widower of a retirant or disability 
benefit recipient shall be eligible for such coverage or 
amount only if he or she is the recipient of a monthly 
allowance or benefit from this system. A portion of 
the cost of the premium or amount for the spouse 
may be paid from the appropriate funds of the 
system. The remainder of the cost shall be paid by the 
recipient of the allowance or benefit.

The cost of such coverage or amount, paid from 
the funds of the system, shall be included in the 
employer’s rate provided by section 145.48 of the 
Revised Code. The retirement board is authorized 
to make all necessary rules pursuant to the purpose 
and intent of this section, and may contract for such 
coverage as provided in section 145.58 of the Revised 
Code.

At the request of the board, the recipient of 
reimbursement under this section shall certify to 
the retirement system the premium paid for the 
federal insurance benefits described in division (A) 
of this section. Payment of the amount described in 
division (A)(2) of this section shall begin for the first 
month that the recipient is participating in both the 
federal hospital insurance benefits and a health care 
arrangement offered by the system.

(B) The board need not make the hospital insurance 
coverage or amount described in division (A) of 
this section available to any person for whom it is 
prohibited by section 145.58 of the Revised Code 
from paying or reimbursing the premium cost of such 
insurance. 

Amended by 130th General Assembly File No. TBD, SB 
42, §1, eff. 3/23/2015. 

Renumbered from §145.325 and amended by 
129th General Assembly File No.148, SB 343, §1, eff. 
1/7/2013.
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Source:  2014 - 2017 Comprehensive Annual Financial Reports					     				  
			 
1 The 115 Health Care Trust was established in 2014. The 401(h) Health Care Trust and the Voluntary Employees’ Beneficiary Association Trust 
were terminated as of June 30, 2016 and the net positions of these trusts were consolidated into the 115 Health Care Trust on 
July 1, 2016.										        
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Source:  2012 - 2015 Comprehensive Annual Financial Reports
								      
1 The 115 Health Care Trust was established in 2014. The 401(h) Health Care Trust and the Voluntary Employees’ Beneficiary Association Trust 
were terminated as of June 30, 2016 and the net positions of these trusts were consolidated into the 115 Health Care Trust on July 1, 2016. No 
activity exists for 2016 and 2017.									      
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Source:  2012 - 2015 Comprehensive Annual Financial Reports
	 							     
1 The 115 Health Care Trust was established in 2014. The 401(h) Health Care Trust and the Voluntary Employees’ Beneficiary Association Trust 
were terminated as of June 30, 2016 and the net positions of these trusts were consolidated into the 115 Health Care Trust on July 1, 2016. No 
activity exists for 2016 and 2017.
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Source:  2014 - 2017 Comprehensive Annual Financial Reports				    						    
											         
1The 115 Health Care Trust was established in 2014. The 401(h) Health Care Trust and the Voluntary Employees’ Beneficiary Association (VEBA) Trust were 
terminated as of June 30, 2016 and the net positions of these trusts were consolidated into the 115 Health Care Trust on July 1, 2016. The Special Item 
represents this interplan activity and nets to zero in consolidation.
							     
2Governmental Accounting Standards Board (GASB) Statement No. 74 requires health care expenses be reported net of certain health care receipts. The 
presentation of Retiree-Paid Health Care Premiums, Federal Subsidy and formulary rebates, rebates included in Contracts and Other Receipts, has been revised 
and is now included in Health Care Expenses, starting in 2017 upon implementation of this standard.						    
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Source:  2012 - 2016 Comprehensive Annual Financial Reports				  
	 							     
1 The 115 Health Care Trust was established in 2014. The 401(h) Health Care Trust and the Voluntary Employees’ Beneficiary Association Trust were terminated as 
of June 30, 2016 and the net positions of these trusts were consolidated into the 115 Health Care Trust on July 1, 2016. The Special Item represents this interplan 
activity and nets to zero in consolidation. No activity exists in 2017.	
								      
2Beginning in 2015, Retiree-Paid Health Care Premiums was reported separately and not included in the Member Contributions line item. For comparability, this 
activity was reclassified from Member Contributions to Retiree-Paid Health Care Premiums for all prior years presented.						    
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Source:  2012 - 2016 Comprehensive Annual Financial Reports				  
	 							     
1The 115 Health Care Trust was established in 2014. The 401(h) Health Care Trust and the Voluntary Employees’ Beneficiary Association (VEBA) Trust were 
terminated as of June 30, 2016 and the net positions of these trusts were consolidated into the 115 Health Care Trust on July 1, 2016. The Special Item represents 
this interplan activity and nets to zero in consolidation.  No activity exists in 2017.								      
	
2Beginning in October 2014, the Board approved the funding of the VEBA Trust participant accounts using the reserves in the VEBA Trust rather than the 
allocation of employer contributions. Instead, employer contributions were allocated to the Member-Directed Plan to repay the original plan start-up and 
administrative costs.									       
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