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OEA Retirement Systems Update
Report to the OEA Board of Directors: July 2012

Please distribute to other OEA members
Actuarial Report Urges Action on Pension Reform Legislation
On Wednesday, July 11, 2012, the Ohio Retirement Study Council received a report from the
actuarial firm it had consulted with to review the pension reform plans of the Ohio retirement
systems. The 206-page report by Pension Trustee Advisors and KMS Actuaries, states that
passage of the plans contained in legislation (SB 341, 342, 343) would put each of the retirement
systems in a much more solid financial position. Further, the report urges legislative action
stating, “the changes proposed now are appropriate and significant. We see no valid reason for
delay.”
The report also noted that recent poor investment returns and potential poor investment returns in
the future would likely require additional benefit reductions. To deal with this, the report
suggests either giving authority to the retirement boards to make future benefit changes or
“providing greater cuts than currently needed to provide a margin for future adverse experience.”
OEA opposes additional cuts and instead urges adoption of the consensus-based, bipartisan
legislation passed by the Ohio Senate. These bills include some measure of Board discretion to
make adjustments in the future if due to unforeseen adverse experience.
Representative Kirk Schuring (R-Canton), who serves as Chair of the House Subcommittee on
Retirement and Pensions, announced that his committee will begin hearings on pension reform
legislation next week.
Summary of Pension Reform Bills
Below is a brief synopsis of the major provisions of the legislation passed by the Senate:
STRS (Senate Bill 342)
Retirement Eligibility: Retirement with full benefits at age 65 with at least 5 years of service is
maintained. Otherwise, beginning in 2015, the years of service needed to retire with full benefits
gradually increases from 30 years to 35 years. After 2026, a member would need to have 35
years of service and be at least 60 years old for full benefits.
For early retirements, members could retire at age 60 with 5 years of service or with 30 years of
service at any age. However, members who choose to retire early would have their benefits
actuarially reduced.
Contributions: Increase in member contributions by 4% of pay phased in 1% a year beginning
July 1, 2013 through July 1, 2016.
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Cost-of-Living Allowance (COLA): The bill would lower the COLA rate for current retirees
from 3% to 2% and have a freeze on increases for FY 2014. For future retirees (beginning
August 2013), the COLA rate would also be 2%, but the first increase would come after 60
months of retirement.
Benefit Formula and Final Average Salary: Beginning in 2015, the formula would be 2.2% for
each year of service and final average salary would be calculated on five years of salary rather
than three. Those who are eligible to retire by July 1, 2015 but elect to continue working could
receive no less of a base benefit than current law allows.
SERS (Senate Bill 341)
The SERS plan does not call for changes in contribution rates, COLA, formula or final average
salary. The current fiscal condition of SERS does not warrant such changes. This is important
due to the low wages of many educational support personnel and the low monthly pensions of
the average SERS retiree.
Retirement Eligibility: Beginning August 1 2017, retirement eligibility with full benefits would
be 10 years of service at age 67 or 30 years of service at age 57. A member could retire early
with 10 years of service at age 62 or 25 years of service at age 60. Early retirements would be
subject to an actuarial reduction of benefits. Members who would have at least 25 years of
service by 2017 are grandfathered from these changes.
OPERS (Senate Bill 343)
The changes proposed are designed in order to continue contributions toward a meaningful
health care benefit for current and future OPERS retirees. The OPERS plan divides employees
into three groups. Those who are within five years of retirement (Group A) or between five and
ten years from retirement (Group B) are grandfathered from some of the proposed changes.
Retirement Eligibility: For Group B, eligibility for full benefits increases to 31 years of service
and age 52, 32 years of service at any age, or five years of service at age 66. For Group C,
eligibility for full benefits increases to 32 years of service at age 55 or five years of service at age
67. For both groups, early retirements result in actuarially reduced benefits. Group A is
grandfathered into current eligibility requirements.
Formula and FAS: For Group C only, the formula would be 2.2% for the first 35 years and 2.5%
for each year thereafter with FAS calculated on the five highest years of salary (up from 3).
Cost-of-Living Allowance (COLA): The COLA would remain 3% for current retirees. For
those retiring after the bill’s effective date (Groups A, B and C) the COLA would be the increase
in the Consumer Price Index (CPI) capped at 3%.
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