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October 15, 2010

Mr. Aristotle Hutras, Director
Ohio Retirement Study Council
88 East Broad Street, Suite 1175
Columbus, OH 43215

Dear Mr. Hutras:

Enclosed is the proposed 2011 operating budget for the Ohio Public Employees Retirement
System (OPERS). The proposed operating budget reflects a 0.30% decrease in expenses from
the prior year’s budget and reflects the second sequential year of operating budget decreases.
Additionally, this budget reflects decreases in the majority of expenditure categories.

This budget strikes a balance between continued reductions in expenses to operate the system
and prudent investment in our system. This budget continues to 1) position the system to
handle the expected large growth in retirees from the retirement of the baby boom generation,
2) ensure we continue to be well funded over the long term, 3) provide funding to enhance
customer service to our almost 1 million members and retirees, and 4) enable OPERS to
continue to provide value for the State of Ohio through the distribution of pension and health
care benefits. The budget also provides funds for the expenses associated with re-balancing
our investment portfolio to reflect the changes to the asset allocation policy approved by the
Board. The budget also includes funds to begin the replacement of the core information
technology systems that supports the processing of membership enroliment and benefit
payments.

Similar to the 2010 budget, the proposed 2011 budget does not include an increase in salaries
for the staff. The increase in the health insurance expenses for staff reflects OPERS recent
higher claims experience. The other significant increase occurs in the audit expense category
and reflects funding for several audits, including a dependent audit for our health care claims
and an experience study. All of these expenses are periodic expenses that are not part of our
regular budgets. Finally, the proposed 2011 budget reflects approximately $1.1 million of
savings in the custodial banking fees expected based on the recent re-designation bid process.

Attached you will find budget information presented in the uniform format adopted by the five
Ohio public retirement systems.
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o The first page is the comparative summary for all five retirement systems. This page has
been updated to reflect the OPERS 2011 budget currently being submitted to the ORSC.

e Attachment 1 is a statement of planned operating and capital expenditures including
comparisons to the 2010 fiscal year budget for OPERS.

e Attachment 2 is the capital budget detail.

o Attachment 3 is a separate schedule of Retirement Board-related budget items that are
included in the overall organization operating budget.

e Attachment 4 is a three-year historical summary of investment costs and management fees.

o Attachment 5 is statistical information about the number of participants in OPERS and the
number of staff providing benefits and services and the corresponding cost per participant.

s Attachment 6 shows the OPERS budgeted education and training and due diligence travel
detailed by division on a per-FTE basis.

In accordance with the requirements of Section 145.092 of the Ohio Revised Code, the OPERS
Board will not adopt the budget sooner than sixty days from the date of this correspondence.

We believe this budget balances the reality of these difficult economic times with the need to
continue to fund the operations of a growing and complex multi-billion dollar organization. As
OPERS plans for the increased numbers of retirees, we are committed to running an efficient
organization that continues to provide enhanced customer service to our members and supports
the State of Ohio.

Please feel free to contact me if I can assist with any questions or provide additional
information.

Sincerely,

i Kb s

Chris DeRose
Chief Executive Officer
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Attachment 1

OHIO RETIREMENT SYSTEM BUDGET PRESENTATION TO ORSC
Ohio Public Employees Retirement System
FY 2011 Budget

Increase
Budget Periods 2011 Budget 2010 Budget (Decrease) % Change

—
i

FinVl T e LY

Personnel = § 54488259 § @ 54515429 §

Salaries and Wages 41,631,200 42,217,696 (586,496)

PERS contributions 6,249,500 6,437,600 (188,100)

Health Insurance 6,248,171 5,470,000 778,171

Miscellaneous Expenses 359,388 390,133 (30,745) (7.9%)
Professional Services $ 18,499,896 $ 18,542,652 $  (42,756) (0.2%)

Actuarial 867,787 748,225 119,562 16.0%

Audit 1,637,289 345,000 1,292,289 374.6%

Custodial Banking Fees 3,993,355 5,050,000 (1,056,645) (20.9%)

Investment Consulting 6,181,850 5,514,960 666,890 12.1%

Other Consulting (Medical

Exams, TPA Fees,

Professional Consultants) 5,723,615 6,788,467 (1,064,852) (15.7%)

Banking Expense 96,000 96,000 0 0.0%
Comminications Expense § 3377913 § 3932260 § (854347)  (14A%)

Printing and Postage 2,633,738 2,987,821 (354,083) (11.9%)

Telephone 290,950 246,774 44,176 17.9%

Member/Employer Education 453,225 697,665 (244,440) (35.0%)
Other Operating Expense $ 10,977,831 $ 10,602,129 $ 375,702 3.5%

Conferences and Education 361,004 366,428 (5,424) (1.5%)

Travel 758,325 744,746 13,579 1.8%

Computer Technology 8,102,716 7,852,315 250,401 3.2%

Other Operating (Fiduciary

Insurance, Supplies, Dues &

Subscriptions) 1,475,786 1,356,640 119,146 8.8%

Ohio Retirement Study Council 272,000 272,000 0 0.0%

TOS Warrant Clearing Council 8,000 10,000 (2,000) (20.0%)

uilding Expense 3,917,196

———

3927,530 §  (10,334)  (0.3%)

Total Operating Budget $ 91,261,095 $ 91,520,000 $ (258,905) (0.3%)

Depreciation $ 9,999,700 $ 9,327,800 $ 671,900 7.2%

Total Capital Budget $ 16,449,007 $ 5,831,438 $ 10,617,569 182.1%



Attachment 2

OHIO RETIREMENT SYSTEM BUDGET PRESENTATION TO ORSC
Ohio Public Employees Retirement System
2011 Capital Budget

General Office Capital Items Total
Building $ 285,000
Computer Software and Equipment 3,222,862
Office Equipment & Furniture 85,000
Transportation Equipment 100,000

Total General Office Capital Items $ 3,692,862

Capital Projects
Our Way Forward $ 12,756,145

Total 2010 IT Capital Project $ 16,449,007
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Attachment 6

OHIO RETIREMENT SYSTEM BUDGET PRESENTATION TO ORSC
Ohio Public Employees Retirement System
2011 Training & Travel Budget

Benefits
Conference Registrations
Staff Travel
Approved FTE's
Expense Per FTE

Heailth Care
Conference Registrations
Staff Travel
Approved FTE's
Expense Per FTE

Finance
Conference Registrations
Staff Travel
Approved FTE's
Expense Per FTE

Information Technology
Conference Registrations
Staff Travel
Approved FTE's
Expense Per FTE

Investments
Conference Registrations
Staff Travel
Approved FTE's
Expense Per FTE

Executive
Conference Registrations
Staff Travel
Approved FTE's
Expense Per FTE

Investment Compliance
Conference Registrations
Staff Travel
Approved FTE's
Expense Per FTE

2011

Budget
$ 16,944
$ 40,705
224
$ 257
$ 9,000
$ 10,800
32
$ 619
$ 47915
$ 62,400
127
$ 869
$ 171,505
$ 93,290
138
$ 1,919
$ 39,200
$ 391,500
60
$ 7,178
$ 7,400
$ 15,500
3
$ 7,633
$ 2,000
$ 2,500
3
$ 1,500

Page 1 of 2

R4 ©« &h & & P

h N
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2010
Budget

19,088
50,035
225
307

4,500
7,300
29
407

34,710
64,750
128
777

139,690
131,840
136
2,011

37,200
324,466
56
6,458

8,000
15,500
3
7,833

1,000
2,000

3
1,000

Increase

(Decrease)

&P H B PP D P

& H PP & hH hh B P PP P PP

& P H h

(2,144)
(9,330)
(1)
(50)

4,500
3,500
3

212

13,205

(2,350)
(1)
92

31,815

(38,550)
3

(93)

2,000
67,034
4

720

(600)

(2-00)

1,000
500

500

%
Change

-11.2%
-18.6%

-0.4%
-16.2%

100.0%
47.9%
10.3%
52.1%

38.0%
-3.6%
-0.8%
11.8%

22.8%
-29.2%
2.2%
-4.6%

5.4%
20.7%
7.1%
11.1%

-7.5%
0.0%
0.0%

-2.6%

100.0%
25.0%
0.0%
50.0%



OHIO RETIREMENT SYSTEM BUDGET PRESENTATION TO ORSC
Ohio Public Employees Retirement System
2011 Training & Travel Budget

Project Management Office
Conference Registrations
Staff Travel
Approved FTE's
Expense Per FTE

External Affairs
Conference Registrations
Staff Travel
Approved FTE's
Expense Per FTE

General Counsel
Conference Registrations
Staff Travel
Approved FTE's
Expense Per FTE

Human Resources
Conference Registrations
Staff Travel
Approved FTE's
Expense Per FTE

Internal Audit
Conference Registrations
Staff Travel
Approved FTE's
Expense Per FTE

Strategic Planning
Conference Registrations
Staff Travel
Approved FTE's
Expense Per FTE

2011

Budget
$ 4,000
$ 2,000
3
$ 2,000
$ 10,880
$ 32830
19
$ 2,301
$ 3,500
$ 10,000
7.5
$ 1,800
$ 13,000
$ 16,000
10
$ 2,900
$ 5,800
$ 18,500
6
$ 4,050
$ 15,900
$ 3,500
9
$ 2,156

Excludes Board Travel included in Attachment 3

Page 2 of 2
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& P

&
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2010
Budget

4,000
2,000

2
3,000

9,770
29,330
17
2,300

3,500
10,000
7.5
1,800

11,760
14,900
10
2,666

7,050
18,500
6
4,258

2,000
2,825
7

689

Increase %

(Decrease) Change

$ - 0.0%
$ - 0.0%
$ 1 50.0%
$ (1,000) -33.3%
$ 1,110 11.4%
$ 3,500 11.9%
$ 2 11.8%
$ 1 0.0%
$ - 0.0%
$ - 0.0%
$ - 0.0%
$ - 0.0%
$ 1,240 10.5%
$ 1,100 7.4%
$ - 0.0%
$ 234 8.8%
$ (1,250) 17.7%
$ - 0.0%
$ - 0.0%
$ (208) -4.9%
$ 13,900 695.0%
$ 675 23.9%
$ 2 28.6%
$ 1,466 212.7%



