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140 East Town Street / Columbus, Ohio 43215-5164 / Tel. (614) 228-2975 / www.op-f.org

February 27, 2008

Aristotle Hutras

Ohio Retirement Study Council
88 East Broad St. Suite 1175
Columbus, OH 43215

Dear Mr. Hutras,

As you are aware, Ohio’s public retirement systems are required to maintain a 30-year funding
period or submit a plan outlining how the system can become compliant with this requirement.
The Ohio Police & Fire Pension Fund (OP&F) actuarial valuation for January 1, 2007, indicates
our funding status is again “infinity.” Therefore, we respectfully submit the enclosed
recommendations as our plan to comply with the 30-year funding rule.

While these recommendations are the same as the plan originally submitted in 2006 and then re-
submitted in 2007, we have updated data in the charts to reflect our current funding situation and
the positive affect these proposals will have on our funding.

As intended in the first submission of the plan, OP&F has acted within the limit of its own
authority to implement some of these recommendations. These changes include revised subsidies
for dependents of retirees enrolled in the OP&F-sponsored health care plan, establishing a new
supplemental health care option for those members who are eligible for Medicare, and most
recently, the implementation of a new retiree health care plan design. Each of these initiatives
has resulted in cost savings.

These savings have not brought us to the 30-year funding level. However, as the enclosed plan
illustrates, the remaining recommendations would have a significant impact. Each of these
remaining recommendations requires legislative action for implementation.

In the past year the OP&F investment portfolio has again achieved positive returns that are above
actuarial assumptions. While we still have confidence in our investment portfolio to provide
positive returns, this is the extent of our ability to improve the funding status. In order to make
substantial headway toward complying with the state’s mandate, the remaining recommendations
need to be addressed by the General Assembly.
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The Board of Trustees remains committed to these recommendations. If the gradual contribution
increases for active members and employers are implemented, along with a cap for Medicare
Part B reimbursements, we are confident that OP&F will be able to reach the 30-year goal within
a few years of the implementation of these new rates.

As we have discussed in previous ORSC meetings, poor investment returns from 2000-2002 are
still actuarially accounted for due to the “smoothing” technique used when calculating our
valuation report. The last of these negative investment years (2002) has been accounted for in the
most recent valuation. We anticipate our funding status will gradually improve when the next
report is released.

If no action is taken in regards to the contribution recommendations presented last year, and
assuming an actuarial rate of return of 8.25 percent annually, our projections show no change
from the current “infinite” status. However, if annual investment returns were to average 9.00
percent over the next 10 years, our actuarial analysis projects a funding period of 27.5 years by
2016. We have included these and other projections among our exhibits.

Enclosed are the following materials:

e Anupdated copy of the funding recommendations presented to the ORSC in April 2006
(Exhibit A)

e A 10-year projection of our funding period and funded ratio if contribution rates remain
unchanged and our current assumed investment rate of return (Exhibit B)

s A series of 10-year projections if contribution rates remain unchanged and using varying
investment performance scenarios (Exhibit C, pages 1-3)

If there are any questions concerning our recommendations, please do not hesitate to contact me.
As always, we will reply promptly.

Sincerely,

William J. Estabrook
Executive Director

cc: OP&F Board of Trustees

Enclosures



