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88 E. Broad St. / Fifth Floor / Columbus, OH 43215‐3506 

Telephone:  (614) 466‐4514          (800) 282‐0370          Fax:  (614) 466‐4490 
www.auditor.state.oh.us 

 

 

 

 

Board Members 

Ohio State Highway Patrol Retirement System 

6161 Busch Blvd. 

Suite 119 

Columbus, Ohio 43229-2553 

 

 

We have reviewed the Independent Auditor’s Report of the Ohio State Highway Patrol Retirement 

System, Franklin County, prepared by Kennedy Cottrell Richards LLC, for the audit period 

January 1, 2009 through December 31, 2009.  Based upon this review, we have accepted these 

reports in lieu of the audit required by Section 117.11, Revised Code.  The Auditor of State did not 

audit the accompanying financial statements and, accordingly, we are unable to express, and do 

not express an opinion on them. 

 

Our review was made in reference to the applicable sections of legislative criteria, as reflected by 

the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor of 

State, regulations and grant requirements.  The Ohio State Highway Patrol Retirement System is 

responsible for compliance with these laws and regulations. 

 

 

 

 

 

 

 

 

 

 

Mary Taylor, CPA 

Auditor of State 

 

August 2, 2010  
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INDEPENDENT ACCOUNTANTS’ REPORT 
 
Ohio State Highway Patrol Retirement System 
6161 Busch Boulevard, Suite 119 
Columbus, Ohio 43229-2553 
 
To the Board of Trustees: 
 
We have audited the accompanying basic financial statements of the Ohio State Highway Patrol Retirement System (HPRS), 
a component unit of the State of Ohio, as of and for the year ended December 31, 2009, as listed in the table of contents. 
These financial statements are the responsibility of HPRS’ management. Our responsibility is to express an opinion on these 
financial statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of 
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether 
the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe 
that our audit provides a reasonable basis for our opinion. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the plan net assets of HPRS, 
as of December 31, 2009, and the changes in plan net assets for the year then ended in conformity with accounting principles 
generally accepted in the United States of America. 
 
In accordance with Government Auditing Standards, we have also issued our report dated June 17, 2010 on our consideration 
of HPRS’ internal control over financial reporting and our tests of its compliance with certain provisions of laws, regulations, 
contracts and grant agreements and other matters. While we did not opine on the internal control over financial reporting or 
on compliance, that report describes the scope of our testing of internal control over financial reporting and compliance and 
the results of that testing. That report is an integral part of an audit performed in accordance with Government Auditing 
Standards. You should read it in conjunction with this report in assessing the results of our audit. 
 
The Management’s Discussion and Analysis on pages 13-15 and Required Supplementary Information on pages 25-26 are 
not a required part of the basic financial statements, but are supplementary information accounting principles generally 
accepted in the United States of America requires. We have applied certain limited procedures, consisting principally of 
inquiries of management regarding the methods of measuring and presenting the supplementary information. However, we 
did not audit the information and express no opinion on it. 
 
We conducted our audit to opine on the financial statements that collectively comprise HPRS’ basic financial statements. The 
Supplementary Information on pages 27-28 provides additional information and is not a required part of the basic financial 
statements. We subjected such information to the auditing procedures applied in the audit of the basic financial statements. In 
our opinion, this information is fairly stated in all material respects in relation to the basic financial statements taken as a 
whole. 
 
We did not subject the introductory section on pages 3-10, the investment section on pages 30-47, the actuarial section on 
pages 48-57, and the statistical section on pages 58-62 to the auditing procedures applied in the audit of the basic financial 
statements and, accordingly, we express no opinion on them.  
 

 
Kennedy Cottrell Richards LLC 
June 17, 2010 
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INDEPENDENT ACCOUNTANTS’ REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

REQUIRED BY GOVERNMENT AUDITING STANDARDS 
 
Ohio State Highway Patrol Retirement System 
6161 Busch Boulevard, Suite 119 
Columbus, Ohio 43229-2553 
 
To the Board of Trustees: 
 
We have audited the combining statement of plan net assets of the Ohio State Highway Patrol Retirement System (HPRS), 
as of and for the year ended December 31, 2009, and the related combining statement of changes in plan net assets for the 
year then ended, and have issued our report thereon dated June 17, 2010. We conducted our audit in accordance with 
auditing standards generally accepted in the United States of America and the standards applicable to financial audits 
contained in the Comptroller General of the United States’ Government Auditing Standards. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit, we considered HPRS’ internal control over financial reporting as a basis for designing 
our auditing procedures for the purpose of expressing our opinions on the financial statements, but not for the purpose of 
opining on the effectiveness of HPRS’ internal control over financial reporting. Accordingly, we have not opined on the 
effectiveness of HPRS’ internal control over financial reporting. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or employees, 
when performing their assigned functions, to prevent, or detect and timely correct misstatements. A material weakness is a 
deficiency, or combination of internal control deficiencies, resulting in more than a reasonable possibility that a material 
misstatement of HPRS’ financial statements will not be prevented, or detected and timely corrected.  
 
Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control over financial reporting that might be deficiencies, 
significant deficiencies, or material weaknesses. We did not identify any deficiencies in internal control over financial reporting 
that we consider material weaknesses, as defined above. 
 
Compliance and Other Matters 
 
As part of reasonably assuring whether HPRS’ financial statements are free of material misstatement, we tested its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could 
directly and materially affect the determination of financial statement amounts. However, providing an opinion on compliance 
with those provisions was not an objective of our audit and accordingly, we do not express an opinion. The results of our tests 
disclosed no instances of noncompliance or other matters we must report under Government Auditing Standards. 
 
This report is intended for the information and use of the audit committee, management, Board of Trustees, others within 
HPRS, and the Auditor of State of Ohio, and is not intended to be and should not be used by anyone other than these 
specified parties. 
 

 
Kennedy Cottrell Richards LLC 
June 17, 2010 
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May 11, 2010 

 

 

 

The Retirement Board 

Ohio State Highway Patrol Retirement System 

6161 Busch Boulevard, Suite 119 

Columbus, Ohio 43229 

 

Dear Board Members: 

 

The basic financial objective of the Highway Patrol Retirement System (HPRS) is to establish and receive contributions 

which: 

 

• when expressed in terms of percents of active member payroll will remain approximately level from 

generation to generation, and 

• when combined with present assets and future investment return will be sufficient to meet the financial 

obligations of HPRS to present and future retirees and beneficiaries. 

 

The financial objective is addressed within the annual actuarial valuation.  The valuation process develops contribution 

rates that are sufficient to fund the plan’s current cost (i.e., the costs assigned by the valuation method to the year of 

service about to be rendered), as well as to fund unfunded actuarial accrued liabilities as a level percent of active 

member payroll over a finite period.  The most recent valuations were completed based upon population data, asset 

data, and plan provisions as of December 31, 2008. 

 

The plan administrative staff provides the actuary with data for the actuarial valuation.  The actuary relies on the data 

after reviewing it for internal and year-to-year consistency.  The actuary summarizes and tabulates population data in 

order to analyze longer term trends. The plan’s external auditor also audits the actuarial data annually. 

 

The actuary prepared or assisted in preparing the following supporting schedules for the Comprehensive Annual 

Financial Report: 

Actuarial Section 

  Summary of Assumptions 

   Funding Method, Asset Valuation Method, Interest Rate 

   Payroll Growth 

   Probabilities of Age & Service Retirement 

   Probabilities of Separation from Active Employment Before Age & Service Retirement 

  Health Care and Medicare 

 Short-Term Solvency Test 

 Recent Experience in the Health Care Fund 

  Membership Data 

 Analysis of Financial Experience 
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Supplementary Schedules 

 Schedule of Funding Progress 

 Schedule of Employer Contributions 

 Notes to Trend Data 

 

Assets are valued on a market related basis that recognizes each year’s difference between actual and assumed 

investment return over a closed four-year period, subject to an 80% to 120% corridor on market value.  The actuarial 

value of assets is 120% of the market value of assets after application of the corridor as of December 31, 2008. 

 

Actuarial valuations are based upon assumptions regarding future activity in specific risk areas including the rates of 

investment return and payroll growth, eligibility for the various classes of benefits, and longevity among retired lives.  

These assumptions are adopted by the Board after considering the advice of the actuary and other professionals.  The 

assumptions and the methods comply with the requirements of Statements No. 25 and No. 43 of the Governmental 

Accounting Standards Board.  Each actuarial valuation takes into account all prior differences between actual and 

assumed experience in each risk area and adjusts the contribution rates as needed.  The assumptions used in the 

December 31, 2008 valuation were based upon a study of experience during the years 2000 through 2004. 

 

Investment return on a market value basis during 2008 was far less than assumed.  Given the present contribution rate 

allocation between the pension program and the retiree health plan, the pension program unfunded actuarial accrued 

liability cannot be amortized. The comparable figure from the 2007 valuation is 27 years. In addition, the retiree health 

plan continues to be cause for concern. Based upon the present contribution rate allocation, the plan is expected to 

remain solvent until 2023. Available resources need to be brought in line with projected benefit payouts before that 

time if the plan is to continue to provide benefits similar to those currently provided.  

 

Based upon the results of the December 31, 2008 valuations, we recommend that the Board investigate ways of 

restoring financial balance to the pension program. Continued cost containment efforts can have a positive effect 

on the retiree health plan, but we believe that additional contribution income is needed.  

 

Respectfully submitted, 

 

 

 

Brian B. Murphy, FSA, MAAA 

 

 

 

Mita D. Drazilov, ASA, MAAA 

 

BBM:MDD:mdd 
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