LAKE COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

NOTE J — DEFINED BENEFIT PENSION PLANS

OHIO PUBLIC EMPLOYEES RETIREMENT SYSTEM (OPERS)

Net Pension Liability

The net pension liability reported on the statement of net position represents a liability to
employees for pensions. Pensions are a component of exchange transactions - between an employer
and its employees - of salaries and benefits for employee services. Pensions are provided to an
employee - on a deferred payment basis - as part of the total compensation package offered by an
employer for employee services each financial period. The obligation to sacrifice resources for
pensions is a present obligation because it was created as a result of employment exchanges that
already have occurred.

The net pension liability represents the County’s proportionate share of each pension plan’s
collective actuarial present value of projected benefit payments attributable to past periods of
service, net of each pension plan’s fiduciary net position. The net pension liability calculation is
dependent on critical long-term variables, including estimated average life expectancies, earnings
on investments, cost of living adjustments and others. While these estimates use the best
mformation available, unknowable future events require adjusting this estimate annually.

{Ohio Revised Code limits the County’s obligation for this HLability™ to* annually required.
Ppayments. The County cannot control benefit terms or the manner in which pensions are financed;
however, the County does receive the benefit of employees’ services in exchange for compensation
mcluding pension.

/GASB 68 assumes the liability is solely the obligation of employer, because (1) they benefit
from employee services; and (2)!State statute requires all funding to ¢ome from these employers.
All contributions to date have come solely from these employers (which also includes costs paid in
the form of withholdings from employees). State statute requires the pension plans to amortize
unfunded liabilities within 30 years. If the amortization period exceeds 30 years, each pension
plan’s board must propose corrective action to the State legislature. Any resulting legislative
change to benefits or funding could significantly affect the net pension liability. Resulting
adjustments to the net pension liability would be effective when the changes are legally enforceable.
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension
liability on the accrual basis of accounting. A liability for the contractually-required pension
contribution outstanding at the end of the year is included in intergovernmental payable on the
accrual basis of accounting.

Ohio Public Employees Retirement System (i OPERS)

Plan Description — The County participates in the Ohio Public Employees Retirement System
(OPERS). OPERS administers three separate pension plans. The traditional plan is a cost-sharing,
multiple-employer defined benefit pension plan. The member-directed plan is a defined
contribution plan in which the member invests both member and employer contributions (employer
contributions vest over 5 years at 20 percent per year).
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