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OEA Retirement Systems Update
Report to the OEA Board of Directors: February 2011

Please distribute to other OEA members
Hearings Begin on Pension Reform Legislation
House Bill 69, sponsored by Representative Lynn Wachtmann (R-Napoleon), is scheduled for
several weeks of hearings before the House Retirement and Pensions Subcommittee. HB 69 will
likely be the vehicle for pension reform. Currently, the bill is a “placeholder” in that it does not
incorporate recent proposed changes to retirement benefits of STRS that were directed by the
legislature and approved by the STRS Board in January. OEA opposes those changes because
the benefit reductions go too far, place too great a burden on active teachers and do not provide
for the necessary phase-in for teachers nearing the end of their teaching career.
To take action on proposed pension reform visit www.aces.ohea.org
The Subcommittee has announced its schedule for the coming weeks. There will be
opportunities for public testimony on the proposed changes to STRS, SERS and OPERS on the
following dates:
Tuesdays at 7:00 pm
February 22, March 22, 29 and April 5
Wednesdays at 2:30 pm (or after session) March 9, 16, 23, 30, and April 6
Any OEA member who is interested in offering public testimony is encouraged to contact Robert
Davis in Governmental Services at 614-227-3069 or davisr@ohea.org for additional information
and assistance.
Senate Bill 3, sponsored by Senator Keith Faber (R-Celina), is another “placeholder” bill on
pension reform. At this time, the only language that it contains calls for changes to the law to
“modernize, update, and improve the actuarial soundness” of the state retirement systems. To
this point, SB 3 has not been scheduled for any legislative hearings.
Review of the Proposed Changes to Pension Benefits (STRS, SERS and OPERS)
Below is a review of the major benefit changes recommended by the STRS, SERS and OPERS
Boards. All of these changes require a change in state law.
STRS: On Thursday, January 27, 2011, the STRS Board voted to make major changes to its
proposal to address the long-term solvency of the pension plan. This action was a result of a
directive from leaders at the Statehouse. In January, STRS was informed that Governor Kasich
would not sign legislation that increased employer contributions or failed to reduce the funding
period (the amount of time projected to pay off the plan’s unfunded liabilities) to 30 years or
less.
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While we understand the timeline and constraints the Board was under, OEA does not support
the new plan adopted by the STRS Board. The cuts are too deep and do not offer sufficient
flexibility to teachers who are nearing the end of their careers. In addition, the calculations this
plan is built upon ignore billions of dollars in investment earnings over the past six months. As
an alternative, OEA supports the plan adopted by the STRS Board in October 2010. That plan
shares the responsibility for improving system funding more equitably between active
employees, retirees and employers.
The components of the plan approved by the STRS Board (January 2011) are as follows:
Member Contributions: Additional 3% employee contribution with a three-year phase-in
beginning 7/1/2012, plus language authorizing the Board to increase employee contributions by
an additional 1%.
Retirement Eligibility: Beginning 8/1/2015, phase in a change in age and service requirements
for full benefits to age 60 with 35 years of service. Retains age 65 with 5 years of service.
Beginning on 8/1/2015 early retirements are subject to actuarial reduction. Eligibility changes
would be phased in according to the following chart:
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Final Average Salary: Average of the five highest years of salary effective 8/1/2015.
Cost-of-Living Allowance (COLA): Effective 7/1/2012, 2% for all retirees, 60-month deferral
for new retirees effective 8/1/2012.
Retirement Formula: 2.2% for all years of service effective 8/1/2015 (35 years of service
represents 77% of FAS).
SERS: In September 2009, the SERS Board approved proposed changes to retirement eligibility
for current employees. SERS has not recommended changes in final average salary, cost-ofliving, benefit formula or employee contributions. SERS currently has a funding period of under
30 years to pay off the unfunded liabilities of the pension plan. However, in order to accomplish
this, the SERS Board has had to reduce the allocation to health care benefits. Below is a
summary of the benefit changes recommended by SERS.
Retirement Eligibility: For those retiring 8/1/2015 or later, normal retirement with full benefits
would be allowed at age 57 with 30 years of service or age 67 with 10 years of service. Early
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retirement, with actuarially reduced benefits, would be age 60 with 25 years of service or age 62
with 10 years of service.
OPERS: In December 2009, the OPERS Board recommended a number of benefit changes for
current employees in the pension plan. These changes are proposed to improve the long-term
solvency of the pension plan and to allow a continued contribution to health care benefits going
forward. Under the OPERS proposal, those who are ten or fewer years from retirement
eligibility would be grandfathered from most of the changes. OPERS has not recommended any
change in contributions. Below is a summary of the benefit changes recommended by OPERS.
Retirement Eligibility: Increase of two years of service. 32 years of service, minimum age 55 or
age 67 with five years of service for an unreduced pension. For a reduced pension, retirement at
age 57 with 25 years of service or age 62 with five years of service.
Final Average Salary: Change the FAS calculation from the three highest calendar years of
earnings to the five highest calendar years of earnings.
Cost-of-Living Adjustment (COLA): Replace the current 3% simple COLA with a simple
COLA equal to the change in the Consumer Price Index up to 3%. This change would not apply
to current OPERS retirees.
Benefit Formula: Maintain the current 2.2% x Final Average Salary (FAS) but increase the time
frame that the multiplier increases to 2.5% from 30 years of service to 35 years.
DeRose to Leave as OPERS Executive Director
On February 7, 2011, OPERS announced the resignation of its CEO, Chris DeRose. The OPERS
Board will work on a transition plan and a mutually agreed upon departure date. Until his
departure, DeRose will remain as CEO. OPERS is expected to conduct a nationwide search for a
replacement.
DeRose joined OPERS in October 2006 after nine years as chief executive officer of the
Michigan Office of Retirement Systems. He has accepted a position in the private sector as Vice
President of Client Services for Strategic Accounts for Ingenix, a health care consulting firm.
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