
the country to keep build-
ing up their pensions at the 
same rate as ever. 

For instance, the tens of 
thousands of workers now 
on Illinois’  payrolls  will still 
get to retire at age 60 — and 
some will retire as young 
as 55.

One striking exception 
is Colorado, which has im-
posed cuts on its current 
workers, not just future 
hires, and even on people 
who have already retired. 
The retirees have sued to 
block the reduction. 

Other states with shrink-
ing funds and deep fi scal 
distress may be pushed in 
this direction and tempted 
to follow Colorado’s exam-
ple in the coming years.

Although most state offi -
cials believe they are legally 
bound to shield current 
workers from pension cuts, 
a Colorado victory could 
embolden other states  to be 
more aggressive.

Colorado pruned a 3.5 
percent annual pension 
increase to 2 percent, con-
cluding that was the fastest 
way to revive its pension 
fund, which was projected 
to run out of money by 
2029. 

The cut  produces big 
results because it goes into 
effect immediately. 

State plans vary widely, 
but many have other costly 
features, such as  subsidized 
early retirement benefi ts, 
which could likewise be 
trimmed for existing work-
ers.

Despite its pension re-
form, Illinois is  in deep 
trouble. 

The state produced its 
 vaunted $300 million in 
immediate savings  by giv-
ing itself credit now for the 
much smaller checks it will 
send retirees many years in 
the future — people who 
 fi rst must be hired and then, 
for full benefi ts, work until 
age 67.

By recognizing those 
far-off savings right away, 
Illinois is letting itself put 
less money into its pension 
fund now, starting with $300 
million this year.

That saves the state 
money, but it also weakens 
the pension fund, actually 
a family of funds, raising the 
risk of a collapse long before 
the real savings start to ma-
terialize.

“We’re within a few years 
of having some of the 
pension funds run out of 
money,” said R. Eden Mar-
tin, president of the Com-
mercial Club of Chicago, 
a business group that has 
been warning of a “fi nancial 
implosion” for several years. 

 Joshua D. Rauh, an as-
sociate professor of fi nance 
at Northwestern University 
who studies public pension 
funds, predicts that at the 
current rate, Illinois’s pen-
sion system could run out of 
money by 2018. 

He said the funds of other 
troubled states — including 
New Jersey, Indiana, and 
Connecticut — are also on 
track to run out of money 
in less than a decade un-

less they make meaningful 
changes.

If a state pension fund 
ran out of money, the state 
would be legally bound 
to make good on retirees’ 
benefi ts.

But paying public pen-
sions straight out of general 
revenue would be ruinous. 
In Illinois’s case, it would 
consume about half the 
state’s cash every year, 
bringing other vital state 
services to a standstill.

Mr. Rauh said he thinks 
any state caught in that trap 
would have little choice but 
to seek a federal bailout  be-
cause bigger pension con-
tributions and higher taxes 
can go only so far.

Many state offi cials, hop-
ing for a huge recovery in 
the markets, say that  pro-
jections of fund depletion 
are too pessimistic, and 
that cutting benefi ts for 
future workers must suffi ce, 
given laws and provisions 
in state constitutions that 
make membership in a state 
pension fund a contractual 
relationship that cannot be 
breached.

Lawyers, though, are 
raising the possibility that 
those laws are being misin-
terpreted.

“It makes no sense to 
suggest that an employee 
who works for the state for 
a single day has acquired a 
right to have future pension 
benefi ts calculated for the 
next 20 to 40 years under 
whatever method was in 
effect on that single fi rst 
day of service,” states a le-
gal memorandum prepared 
for the Commercial Club 
of Chicago, which is con-
cerned that a public pen-
sion collapse would badly 
damage the city’s business 
climate.

The club’s members 
include senior executives 
of big companies like Boe-
ing Co., Aon Corp., Kraft 
Foods Inc., Motorola Inc., 
and International Business 
Machines Corp. that have 
frozen pensions or slowed 
the rates at which employ-
ees  build up benefi ts.    
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Friday, June 25 
6-10 pm
Toledo Botanical Garden 
5403 Elmer Drive
419.536.5566
toledogarden.org

Artists booths open 6- 9 pm
Mingle until 10 pm
Catering by Gladieux
Live music all evening

For tickets call 419.536.5597

Presented by

Proceeds 
from the 
Preview Party 
benefi t Toledo 
Botanical 
Garden. 
Enriching life 
through gardens, 
the arts 
and nature.

With historically low interest rates, and no closing costs,** now’s the 

time to get a home equity line of credit. For a limited time^ on 

a new Huntington home equity credit line, you can convert all or a 

portion of your balance to a rate as low as 3.74% APR, fi xed for 3 

years.* To get started, stop by a branch or call 1-800-530-1690.

*Subject to application, credit approval, acceptable appraisal and title search. Amounts borrowed on the credit line are drawn under the Primary Line Feature of the account at a variable interest rate.
If the borrower chooses to lock in a fi xed interest rate, a request can be made to convert all or a portion of the account balance ($2,500 minimum) to a Personal Selection Feature at a fi xed rate for
a specifi ed period of time (greater than 12 months). Advertised fi xed APR is available as a Personal Selection Feature on converted balances of $20,000 or more under the following conditions:  (i)
fi xed-rate term of 3 years; (ii) on lines with credit limits of $50,000 with a  loan-to-value ratio of 75% or less; (iii) either a Huntington Select checking account or automatic payment from a Huntington 
deposit account. Available rates on Personal Selection Features currently range from 3.74% APR to 12.74% APR. Lowest rate is available to applicants meeting established underwriting criteria.
Your rate may be higher.  Applicable fi xed rate will be determined by the rate applicable to the Primary Line, the amount converted to a Personal Selection Feature, the length of the fi xed-rate period 
selected and when the conversion to a Personal Selection Feature is made. In OH, MI, KY and PA, a $75 fee will be charged for each transaction converting an amount from a variable rate to a fi xed
rate. The variable-rate APR that applies to the Primary Line Feature of the account is based on Prime plus or minus a margin. The margin is based on the home’s loan-to-value ratio, owner occupancy 
status, applicant’s credit history and the amount of the credit line. The APR can change monthly but will never be higher than 18.0%. “Prime” means “Bank Prime Loan” rate published by the Board
of Governors of the Federal Reserve System in its statistical release H.15(519) entitled “Selected Interest Rates.” Use of the word “Prime” does not mean that the rate is the best or lowest rate offered 
by any lender. Current Prime rate is 3.25% as of June 16, 2010. As of June 16, 2010, Primary Line rates are available from 3.69% APR to 9.99% APR. The lowest possible rate includes a 0.25%
discount for a Huntington Select checking account and a 0.25% discount for optional automatic payment from a Huntington deposit account. The highest possible rate does not refl ect these discounts.
The annual fee is $60. Other credit lines are available that require less equity. Insurance must be carried on the real property securing the account, and fl ood insurance is required on buildings located
in a Special Flood Hazard Area. There may be an early cancellation fee of 1% of the approved credit limit, or $350, if you close your account within 3 years (not applicable in IN and PA). On any day
that the account is used to provide overdraft protection for a checking account, a $10 transfer fee is charged. 
**Borrower-paid title insurance is required on line amounts greater than $500,000. 
^Special advertised fi xed-rate offer only available on accounts applied for prior to June 30, 2010, and opened by July 15, 2010.  Special advertised fi xed-rate offer only available on amounts
converted from the Primary Line to a Personal Selection Feature within 30 days of account opening.  Offer is available for new Huntington Home Equity Lines only and does not apply to refi nancing
of existing Huntington accounts.

HOME EQUITY CREDIT LINE
You can lock in a low rate with our fi xed-rate option 

Rates for new accounts are as low as

Fixed rate for 3 years*

%  3.74APR

The Huntington National Bank is an Equal Housing Lender and Member FDIC. A® and Huntington® are federally registered service marks of Huntington Bancshares Incorporated
©2010 Huntington Bancshares Incorporated.

WONDERING IF NOW IS A
SMART TIME TO BORROW?
TIME TO STOP WONDERING.
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12 weeks

Daily (Mon.-Sat.) $22.32
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4 Day Weekend (Thurs-Sun)  $30.24
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Age 52 57 61
Years of service 30 35 39
Three highest years of pay* $94,260, $97,087 $109,273, $112.551 $122,987, $126,677
  and $100,000  and $115,927 and $130,477
Three-year average $97,116 $112,584 $126,714
Pension factor 66% 88.5% 100%
Pension in first year $64,096 $99,637  $126,714

SOURCES: State Teachers Retirement System of Ohio https://www.strsoh.org/pdfs/brochures/15-126.pdf
and Beacon Journal calculations 

Superintendent
retires now

and immediately
is re-employed 

Superintendent
waits five years 

Superintendent
waits nine years

for maximum
annual benefit

COLA-adjusted pension $87,171 $120,560 $138,118
Salary $146,853 $146,853 $146,853
Combined pension $234,024 $267,414 $284,972and salary income 
Additional income 13 years 8 years 3 years
provided by double $983,238 $880,787 $529,664
dipping over:  
Potential cash value 

$658,637 $405,315 $202,658of additional
retirement annuity**
Total pension and 

$3,417,985 $3,792,958 $3,661,947 annuity benefits through
82 years of age*** 
Numbers may not add due to rounding.
*Assumes three highest were the last three, with 3 percent raises each year.
**The annuity, generally fully paid by the school district, is an additional STRS benefit for those who retire and rehire. The STRS
provides annual growth and a 50 percent match upon working to age 65.
***Life expectancy for STRS members is about 82. 

What is the superintendent’s financial situation by age 65? 

AKRON BEACON JOURNAL

The State Teachers Retirement System formula encourages educators to retire 
early in their careers and begin collecting benefits while continuing to work. The 
table below shows how it works for a school superintendent who today is 52 years 
old, has 30 years of service, and is making $100,000 — slightly below the state 
average. By retiring now but continuing in the same job as a so-called “double-
dipper,” the superintendent could generate a nest egg of $1.6 million from a 
combination of pension payments and an additional annuity by working through 
age 65. If the superintendent waits five more years to age 57, he or she will go into 
full retirement after 65 with a smaller nest egg but larger annual pension paychecks 
that will produce the maximum benefit through a life expectancy of 82 years. Each 
year worked beyond 35 years of service is likely to reduce the benefits received 
over a lifetime.

STRS PENSION FORMULA PUSHES EARLY RETIREMENT

States 
Continued from Page 4
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