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THE STATE TEACHERS

RETIREMENT SYSTEM OF OHIO

275 EAST BROAD STREET' COLUMBUS "'3215

REPORT TO MEMBERSHIP

The Board and staff are pleased to report these highlights of
operations for the year ended August 31, 1969. The number of
active teaching members in the public schools and universities
reached a new high of 142,000. Benefit payments are being made
to more than 27,000 former teachers or their survivors at an
annual rate of over $87,000,000.

Assets continued to increase, reaching a total of $1,532,000,000
at year end. These assets are a reservoir of savings of our
members and a 'reserve for payment of benefits for present and
future retirants.

We are ever mindful of our responsibility to maintain financial
stabi 1ity and a.re continually working to develop more economical
and efficient methods for performing our services. We also hope
to further improve the benefit program and services in 1970.

We sincerely appreciate your suggestions and continued support.

Ray L. Lil1ywhite
Executive Director

November, 1969



RETIREMENT LEGISLATION

WHAT WAS DONE IN 1969

The General Assembly approved two retirement bills, neither of.
which affect employee or employer contribution rates.

I. Senate Bill 408 provides broader investment authority
designed to improve investment income to help pay the
cost of present and future benefits.

2. Senate Bill 409 is a corrective amendments bill to improve
administration of Retirement System programs. The prin-
cipal features of this bill are:

a. Reduces from 2 to I 1/2 years the Ohio service require-
ment for restoring previously canceled credit.

b. Provides a new retirement date - a member,
contribute to the System after February
the first of any month thereafter.

who does not
may ret ire

c. Permits a member who elects combined retirement with
Pub 1ic Emp loyees Ret irement System or Schoo 1 Emp loyees
Retirement System to file an application in anyone of
the Systems. Formerly an application was required in
each System.

There were no substantive improvements in the benefit program
although many proposals were introduced.

-2-



RETIREMENT IMPROVEMENTS NEEDED - 1970

In 1969 the General Assembly rejected several
and action on others was deferred until 1970.
Retirement Study Commission has several bills
study. You should give careful consideration

retirement bills
A 1so the Oh i0

currently under
to the fo llowi ng:

I. House Bill210 - SurvivorBenefits
Increases substantially the schedule of flat survivor benefits
by placing them on a basis related to earnings and number of
dependents. Present monthly amounts for widows, orphans,
parents, and widows and widowers with children in their care,
are min ima 1.

Provides benefits to children be continued to age 22 if in
schoo 1.

Provides oenefits for a
years of Ohio service.
Ohio service.

widow at age 50 if the member had 10
Presently, law requires 15 years of

Provides benefit for an imcompetent surviving spouse.

2. House BiII211 - Service Retirement
Increases retirement benefits as a percent of final average
salary for members under age 65 with less than 35 years of
service. Present retirement law places great emphasis on
completing 35 years. Under age 65, retirement benefits as a
percent of salary are substantially less for persons with
26-34 years of service. House Bi 11 211 corrects this inequity.

3. Automotic Cost of Living Adjustments

We suggest an annual automatic increase of 2% in
ginning after two or three years on reti rernent ,
apply to existing pensioners, future pensioners,
benefit recipients.

benefits be-
This would
and survivor

-3-



(3. continued)

In 1969 the bills which tied cost of living adjustments to the
U. S. Consumer Price Index were found to be excessive in cost and
were not held over to 1970. However, various alternatives are
under study and the Ohio Retirement Study Commission is mandated
by statute to report on post-retirement adjustments to the legis-
lature in 1970.

SUMMARY OF OPERATIONS

BENEFITS IN 1969

SERVICE
RETIREMENT

The primary purpose of the System is to
provide monthly lifetime income for the
retired member who meets one of the fol-

eligibility requirements:lowing

Serv ice

55
60

Any Age

25 years
5 yea rs

35 years

In 1969 the number of active teachers who accepted service re-
tirement was 2,073, an increase of Irk over the previous year.
A number of factors contribute to the increase in the number re-
ti ring: higher salaries for teachers in recent years, the reti re-
ment formula itself which was improved again in 1968, a reduction
in the teacher shortage, and unrest in the schools.

The average annual benefit for all active teachers retiring was
$4,892. For teachers with 35 or more years of service. the
average benefit was $6,981 or 76% of final average salary. This
benefit permits a 1iving standard comparable to that before re-
tirement since retirement contributions are eliminated and Federal
income taxes and other expenses are reduced. Almost one-third of
those retiring provide additional lifetime income to a spouse or
other eligible beneficiary under the joint survivor plan for
paying benefits. -4-



Following are the averages for teachers who retired in 1969:

SERVICE RETIREMENT

From Active
Membership

Years of Service

40 or more

35 to 40

30 to 35

Less than 30

ALL GROUPS

1969 - SUMMARY OF BENEFITS

Number
Ret ired'"

453

458

243

919

2073

Ohio
Service

Annual
Benef i t;'d.

43.4 65.0 $7624

36.6 61.2 6346

32.1 64.2 4811

20.3 64.0 2842

30.3 63.6 4892

*Employed in Ohio during 1968-1969
*7'Single life annuity

iri~~Average salary for highest 5 years

From Inactive
Membership 376 16.5 60.8 $1546

Benefit
as % of
Sa 1a ry!>"i'(-,"

81%

70

58

37

58

30%

Those who retired from inactive service took advantage of Ohio's
deferred benefit provision. With as few as 5 years of Ohio credit,
a teacher may leave teaching or leave Ohio and still be el igible
to receive a retirement benefit based on that credit when he at-
tains age 60. If the same teacher has at least 25 years service
credit, he will be eligible for his retirement benefit beginning
at age 55.
This vesting for a deferred benefit and the money purchase or
final average salary formula assures a reasonable income for short
periods of Ohio service whether they be early or late in the
teaching career.

-5-



SURVIVOR
BENEFITS

After I 1/2 years of Ohio service you have
survivor protection for your beneficiary.
This coverage may be more valuable than any

protection you provide for your fami ly.other financial

Survivor benefits were paid to beneficiaries of 147 members who
died during 1969. The average annual benefit is $3,168.

PERMANENT
DISABILITY
BENEFITS

Eligibility Requirements:

Under age 60
5 or more years of Ohio service credit
Disability for teaching presumed
to be permanent

This is a protection which is considered to be one of the most
liberal disability coverages in the nation. In 1969, 66 members
retired because of disability. Disability benefits granted last
year are summarized as follows:

Number
Average Age
Average Service
Average Annual Benefit

66
52
18

$3720

-6-



ANNUAL·
BENEFIT
PAYMENTS

The tota 1 frefunds toO monthly benef
o

compared t members in 196 It payments and
mob" ~h." 10 Ii. Ih' ••,""",:",800,000 I~;9

a
6
s
S$90,7

00
,OOocash

ene f I t s • es , Ou ° annual • S'Increased fr ring the same ~ayments has ° ince 1950om 7,550 to 2.7 32.Perlodthe numb Increased, 2. e r rece -I v °Ing

PAYMENT S - BENEFITS1950 _ 196:ND REFUNDS

Mi 11 ions
$100,-------------

I $ Millions90.7

So

60 Refunds

40

2.0

$S.5
~

o~~_.Ii1950 J
1965 1969
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RESERVE FUNDS NEEDED
TO PAY BENEFITS

At retirement, all benefits are completely funded. This means
that sufficient funds are set aside to meet the requirement for
the payment of all benefits as they come due.

This requires a large reserve derived from employee and employer
contributions, plus investment earnings. Currently members con-
tribute 7.~/' of their salaries and employers contribute 12.9%
of total payroll. Employee and employer contributions and invest-
ment income provide all the funds needed to pay Retirement System
benefits.

Reserve funding provides maximum se~urity and is the least expen-
sive method of financing lifetime benefits. The following table
shows amounts set aside in 1969 to pay benefits.

RESERVES REQUIRED TO PAY BENEFITS

AVERAGE PER BENEFIT
Type of From From
Benef it Total Member Deposits Employer Deposits

Service $132,650,000 $ 8,718 $ 48,930

Disabi Iity 2,976,000 6,155 35,761
Survivor 5,728,000 7,297 34,210

$141,354,006
Average $ 56,334 $ 8,569 - 15% $ 47,765 - 85%

Required reserve for the average benefit last year was $56,334.

-8-



FUND BALANCES

At August 31, 1969, System funds totaled $1,532,000,000. The
largest portion, 5rio, was in reserve funds to pay benefits of
members already retired. The next largest portion, 32%, repre-
sents the total amount in savings accounts of members. The
smallest portion, 11%, is in the Employers Trust Fund. A suf-
fici~nt amount is transferred from this fund at retirement which
when added to members' accounts will provide the full reserve
for benefits granted.
Balances in the funds at the end of the fiscal year are as
foIlows:

FUND BALANCES
8/31/1969

BENEF I T RESERVES

$869.919.000

57%

RESERVES TO PAY BENEF ITS ALREADY GRANTED

-9-



INVESTMENTS - A
PRIMARY SOURCE
OF INCOME

Funds from.members and employers not
needed for current obligations are
invested in high quality securities.

In 1969 the Retirement Board, on advice
of a nationally recognized i.nvestment counsel ing service, invested
$254,000,000 at an average yield of 5.75%.

Large common stock purchases result in a sacrifice of current
yield for higher long range income. Higher yield over the long
term is a major objective of the Retirement System.

By the end of the year, the System had reached the statutory
ceiling on common stock holdings, 25% of total assets, and stock
purchases had to be reduced. In 1970, we will be able to increase
stock purchases under ·the investment 1ibera1 ization which now per-
mits 35% of assets in stocks.

During the year low yielding bonds were sold or exchanged for
higher yielding bonds which will result in $1,500,000 per year
additional income, or a total of $41,000,000 over the remaining
lifetime of the bonds.

Investments by classifications at the end of the fiscal year are
as fo llows: _

INVESTMENTS - 1969

Classification Yield
Fixed Income ObI igaUons:

U. S. Government and
Agencies ••••••••••••••
Ohio Municipal ••••••••
Canadian ••••••••••••••
Corporate •••••.•..•..•

Mortgages:
VA and FHA ••••••••••••

Stocks:
Preferred •••.•••.•...•
Conmorrs •••••••••••••••

Productive Real Estate ••

TOTAL .......
*Unrealized Capital Gain

Total Portfolio

$ 27,906,200
6,236,700

91,079,000
738,476,707

282,218,551

13,I15,103
366,599,443

6,411,001

$ 1,532,042,705
$ 20,388,000
-10-

Percent

1.8"10
0.4
6.0

48.2

18.4

0.8
24.0
0.4

100.0%

5.07'10
4.04
6.29
5.01

5. 16

4.66
3.73
!t:.2l.
4.86%



Investment income is a primary source of income in building the
assets of the System and pays a substantial part of the cost of

:benefits which otherwise would have to be collected from members
and employers.

Income from the three major sources has increased in recent years
to meet the increase in benefit payments. The chart below shows
how income has increased from 1950 to 1969 and the importance of
investment income in the total picture.

INCOME FROM EMPLOYERS, EMPLOYEES, AND INVESTMENTS
1950 - 1969

Millions Mill ions
$250 $250

Employers
~ :~

200 0 I 200Employees "'IInvestment
150 Income • 1-1 150

100 "'I 100
~ ",

50 50

~
3a,

." ~'\.'\.~'6' ~~34% 37%a 21% 17% '" a
1950 1955 1960 1965 1969
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FINANCIAL REVIEW

An annual valuation of assets and liabilities is made by
Huggins & Company of Philadelphia to assure the actuarial sound-
ness of the System. The Auditor of State, through its Bureau of
Inspection and Supervision of Public Offices, makes an annual
audit of all financial transactions of the System. The Attorney
General of Ohio serves as legal counsel for the Board.

RETIREMENT BOARD

Harold Nelson, Chairman
Dominion Junior High School
Columbus, Ohio

Charles Cook, Vice Chairman
Lorain High School
Lorain, Ohio

Pau 1 W. Brown
Attorney General of Ohio

Roger Cloud
Auditor of State

Martin W. Essex
State Superintendent
of Public Instruction

Ray L. Li 11ywh ite
Sec reta ry

-12-



THE STATE TEACHERS
RETIREMENT SYSTEM OF OHIO I

REPORTTO MEMBERSHIP
1974 was another banner year for STRS
membership in terms of improvements in
administering the Retirement System pro-
gram and improvements in the area of
legislation. For teachers in active service,
there were two very significant achieve-
ments affecting benefits. House Bill 1160
makes possible the purchase of up to five
years of out-of-state credit. to have the
same value as if the service in another
state had been rendered in Ohio. More
than 700 Ohio teachers have already pur-
chased service credit under this new pro-
gram. Since such credits have the same
value as Ohio service credit, and Ohio
credit is an important factor in calculating
the annual retirement benefit, it behooves
anyonewith out-of-state credit to look into
the cost and the return on that cost.
Additionally. House Bill 1034 reduced the
basesalary in the retirement formula from
the averageof the five highest years to the
averageof the three highest years. Under
this provision. future benefits are in-
creased quite significantly for retiring
teachers. since salaries have been in-
creasing somewhateach year.
Substantial improvements in benefits for
teachers already retired prior to July 1.
1971 were made in House Bill 1476
which provided varying levels of increase'
based on the retirement date. These in:
creases were sorely needed. and were a
very welcome addition to the October
1974 checks. '

Another milestone for the Retirement Sys-
tem was the expansion of the Retirement
Board from five to seven members by the
addition of two additional teacher mem-
bers. The legislation calling for this
change was passed in 1913, and became
effective in 1974. A special election was
held which filled the two new positions,
and in the future. one member of the
Board is elected annually on the first
Monday in May. Formerly. this was a bi-
ennial election.
No less significant were improvements
made in the Health Care Plan for teachers
already retired and active teachers who
retire in the future. In January, 1974, the
Systembeganpaying premiums for retired
members under the then existing medical
insurance program. In the meantime, Re-
tirement System management, along with
the administrations of the other four re-
tirement systems and an insurance con-
sultant. restructured the health insurance
program. Coverages were improved quite
significantly by the addition of what
amounts to a major medical plan. lnclud-
ing prescription drug coverages, with no
deductible. IOffective July 1. 1974. this
new plan was put into force for all re-
tirants, with premiums paid by the Sys-
tem. Ohio teachers now have a medical in-
surance program that is paid up at retire-
ment. The plan cOordinateswith Medicare
and it is possible to obtain coverage for a
spouse or other dependents, with the pre-
mium deducted from the bMefit check.
Completely .new ~etirement System infor-
mation folders have been prepared, which

incorporate the changes made in benefits.
Additionally. there are information pam-
phlets on the STRS Health Care Program
available for those nearing retirement.
A number of improvements were made in-
ternally in 1974. including addition of a
new computer, to better serve' our teach-
ing and retired members. this new corn-
puter gives us information about each
member's account on a video tube. which
makes service faster and should. soon. reo
suit in considerable improvements in ser-
vice by shortening the turnaround time in
answering telephone calls Or written COr·
respondence.AlSO,this year the member's
Annual Statement is improved by the addl-
tion of further detail for members who
are eligible for retirement.
In 1974, investment income is on the
order of something over $140 million and
plays a continually more important role
in financing the program. We will continue
to try to improve investment income to
help keep the cost of benefits dawn and
to use this income to help further improve
the program.
In 1974. assets Of the Fund increased
from approximately $2,500.000.000 to
over $2.800,000,000, a substantial in-
crease in one year. Annual benefit pay·
ments increased from approximately
$150,000,000 to about $169,000,000.
Over 2400 service retirements were pro-
cessed for those in active service, with an
average annual benefit over $6900. In
addition. there were more than 265 disa-
bility benefits and over 210 survivor bene-
fits approved during the year.

Looking forward to 1975, the Retirement
System is working on a broad spectrum
management study with a consultant of
national status. The entire organization
will be reviewed, including accounting.
data processing, investments. administra-
tive organization and services to the mem-
bership. We have high hopes that mean-
ingful recommendations will result. Hope-
fully, these studies will be completed and
implementation of the recommendations
can begin on or before July 1, 1975.
On balance, 1974 was another very suc-
cessful year. We plan to continue efforts
on behalf of the members and retirants.
If you have any suggestions for improve-
ments in the System or in the benefit pro-
gram. if you have suggestions for lm-
provements in services to membership, if
you have any constructive criticisms, we
urge you to let us hear from you so that
we may continue to have the Retirement
System program and its administration reo
fleet your interests. a ..

~-<'?~
JAMES L. SUBLETT

December 1974 Executive Director

RETIREMENT BOARD

The State Teachers Retirement Board meets regu-
lady on a monthly basis to consider investments,
benefits, and any changes proposed in policies.
In 1973, the Ohio Revised Code was amended to
increase the number of elected members on the
Board from two to four. In accordance with the
law, the two new positions were filled by election
from the membership. Present members of the
Board are as follows:

WUliam J. Brown
Attorney General

of Ohio

Louis Koeoig, CHAIRMAN

Oak Hills High School
Hamilton County
Edward E. Kral, v, CHAIRMAN

Cleveland Board of
Education
Cleveland, Ohio
E. Paul Morehouse
East High School
Akron, Ohio
Gean A. Norman
Ohio Avenue School
Columbus. Ohio

Joseph T. Ferguson
Auditor of State

Martin W. Essex
State Superintendent
of Public Instruction

James L. Sublett
Secretary

( '3 ,-,.J - -t '.J
1974

Annual
Report

of
State Teachers Retirement System

of Obio

hi' Broad St"", Columbul. Ohll. 43215



OPERATING REVIEW
STATISTICS

ANNUAL BENEFIT PAYMENTS
Total payments for service retirement, disability,
and survivor benefits and cash refunds to members
increased from $149,600,000 in 1973 10 $169,-
300,000 in 1974, an increase of more than 13.2
percent.

PAYMENTS - BENEFITS AND REFUNDS
1955 ·1974

Service Retirements
Average Annual
Benefit

Disability Retirements
Average Annual
Benefit

Survivor Benefits
EIigible for
Retirement

Other Survivor
Benefits

Members in Service
Inactive Members
Refunded Account~"
Pensioners Receiving
Monthly Benefits '.

Assets
Benefits Paid
Income from
Investments

...... $2,542,000,000
.. $ 149,600,000

.. $
Millions 1955 1960

o
1970 1974 MIllion,1965

RESERVE FUNDS FOR BENEFIT PAYMENTS
At retirement, sufficient funds are set aside to
meet the payment of all benefits as they come
due. This is called "full reserve funding".
The reserve dollars come from employee contribu-
tions, employer contributions, and investment earn-
ings. Since January 1, 1974, members contributed
8% of their salaries. Employers.contribute 12.55%
of total payroll, about 6.0% of which is used to
fund past service liabilities. Investment income
added to employee and employer contributions
provides all funds needed to meet benefit commit-
ments.
Reserve funding is the least expensive method of
financing lifetime benefits and provides maximum
security for retired persons. The following table
shows the amounts of reserves set aside in 1974
for benefits granted in 1974.

160

1<0

120 RESERVES REQUIRED
tll PAY BENEFITS -1874

100

80 ...... hom
'ota. t:,":. e=-

$10,847 $69,812
8,661 . 48,228
1,724 48,013

60

40

20

$67,183
87%_ ...

RETIREMENT SYSTEM FUND BALANCES
System funds lotaled more Iban $2,780,000,000
at August 31, 1974. Fifty-eight percent was in re-
serve funds to pay benefits of members already
retired. The next largest portion, 28 %, represents
the total accumulation of all members' savings
accounts. The smallest portion, 14%, is in the
Employers Trust Fund from which a sufficient
amount is transferred at retirement and is added
to members' accounts to provide the full reserve
for new benefits granted during each year.

FUND BALANCES 8/31/74

TEACHERS SAVING FUND
$792.036.656

28%
BELONGS TO
MEMBERS

NOT RETIRED

EMPLOYERS TRUST
FUND

$383,479,618
14%

FOR FUTURE BENEFITS

BENEFIT RESERVES
$1.608,456.668

58%
RESERVES TO
PAY BENEFITS

ALREADY GRANTED

$ 1,377,303.56 200

792,036,655.73 150
383,479,617.71

100
1,541,199,755.97

5067,256;911.85
0

1955

NoTE, Investment income
curities sold.

ASSETS AND LIABILITIES AT
AUGUST 31, 1974

Cash $ 142,891.06
Investments
Short Term $ 55,494,77221
Federal

20,216,769.35Agencies
F.H.A. & VA
Mortgages. 225,552,926.40

canadian
Bonds. 264,406,094.95

Corporate
Bonds. 1,207,095,85931

Common &
Pref. Stock
(at cost) 955,390,958.02

Other 20,699,747.82
Productive
Real Estate 5,761,443.67

$2,754,618,571.73
28,517,136.58

682,276.10
1,389,36935

Accrued Interest Receivable
Home Office
Furniture & Equipment

Land & Building

Accrued Benefits and
Expenses Payable

Funds
Teachers Savings Fund
Employers Trust Fund
Annuity & Pension
Reserve Fund

Survivor Benefit Fund

orAL LIABILITIES ....

INVESTMENTS - A SOURCE OF
FINANCIAL STRENGTH

! Income from invested reserves of the Retirement
System accounts for about 50% of the total c<;>St

, of underwriting various benefit pr?grams admin-
istered by the System. Improved Investment. per-
formance can result _in major ben~fit additions
without cost to mem~e~ or. e~~l?yers ~nd can be
utilized in funding extstmg hablhttes '. It IS not only
desirable but imperative that the Re~lre~ent Board
d staff secure the very best possible Inve~tr~ent

anrformance keeping in mind safety of prlncipal
pe . total return. We feel that our m-
~~U:~~l:~~ization and staff are geared to these

objectives. h S I m
rofessional investment staff of t e y.se

~e ~nstantly revli~;;i~~et~:v::~~~ obj~~f~~~ ~~
the System to rea I d
the statutes and the Retirement Boar .

OME FROM EMPLOYERS, EMPLOYEES,
INC AND INVESTMENTS 1955 ·1973 >lUi;."
Mlllloni $500

$500
450 U·I!!!!~E:m~PI:,.y:.n:...._--;,.-_---_
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400 • Inveltment
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