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SCHOOL EMPLOYEES RETIREMENT SYSTEM
45 North Fourth Street . Cslumbus, Ohio 43215-3634 . Telephone (61 41222'5953 .

December 6, 1991

Prasident and Members of the Retirement Board:

Dear Presiden, url Members: 
'

We arep/eased fo submlt to you the comprehensive
annua! financial report of the Sehool Employees
Retiremgnt Sysfem of Ohio (SERS/ for the fiscal yeat

,ended June 30, !991. I
The report is divided into six sectr,ons: an lntroduc-
tory.Section which,caitai4s a Letter of Transmittal,
atong with the identification of the administrative
organization and the Certificate of Achievement for
Excellence in Fina;scial Reporting, a summary'of .
federatand stafe legislation affecting the System over
the past year and a summary of health care benefit
cost control and savings rneasures implemented by
! ,  ^  L ,  t '  : - L  .  -  -

ihe System; a Financial Section which contains an in''dependbnt 
auditors' report from our certified public

accountants, Deloitte & Touche, and the financial
.statements of the Sysfeni; an Aatu'arial Section which
contains a letter expressing the opinion Qf ou|con'

' sutting aetuiaries, Gabriel, Roeder;Smlfh & Co' and
resuifs of their annual actuarial valuation; a'Stafrstical
Secfion which. inalud1s significant data pertaining to
the Sysfem; an lnvestment Section which includes
the investment report and schedules of portfolio ac-
tivity for the past year; and a Plan Summary Secfion
which provides a concise explanation of the various
btenefit plans, which we provfde to our mqmbers..

SERS is a cqst-sharing multiple'employer public
dmployee retiremeht sysfem estalblished by the Ohio
General Assembly in 1937 to prouide retirement
bbnefits to employees of Ohio public schoo/s Who t
are not required fo possess a certificate in order to
perform their duties. Benefits provided'to participants
in SFFS inctude age and serviee retirement, disability

, benefits, survivor benefits, death benefifs, and health
. care benefits. From 1937 to the presenf SERS has

experienced continuous growth, and when possiQ/e'
provided benefit enhanQements. For a more com-
plete description of employ,ees eligible for member'
ship in SEFS as well as benefits provided upon
retirement, disability or death, please see the Plan
Sumrnary section on page 61.

Certificate of Achievem entifor Excelfence
ln Flndncial fleporting
The Government Finance Officers Association ol the

united Sfates and Canada GFAN awarflpd a Qer'
tificate of Achievement for Excellenee in Finaneial
Reporting fo SEFE for its comprehensive annual
financial reportlor the fiscal year ended June 30,
1990,

ln order to be awarded a Certificate oi Aehievemeit,
a governmental unit must publish an easily readable
and efficiently organized comprehensive annual finan'
cial.report, whose confenfs cQnfarm fo program sfan-
daids. Such'reports rhust satisfy both generally ac'
cepted accounting prirtciple.s and applicable legal
':':r',ff:::'*lo*,r,u^ent 

is vatid ror a perioa or
one year on/y. SEFS hds received a Certificate of
Achievemeni for the /asf sx consecutive years (fiscat
years ended 1985-1990). We believe our current
relort continues to conform to the Qertificate af
Achieienent Program requirements, and*we are sub'
mitting it to the GFOA to determinp its eligibility for
another certificate.

Economic Envirsnment . ;
During the first quarter of the fiscal year ended June
3A, 1991, elght years of continuous expansion in the
United Sfates economy came to an end, and the
economy entered a recessrbn that lasted through the
end of the fiscal year. Several economists contend
that this recession continues currently. Overall infla-
tion eased during the fiscal year, hoyvever, the
medicat care component of the Consumer Price ln'
dex continues to oupace general pilce inflation. The
continued'double'digit inflation in the health care in'
dustry shows no sign of relenting, which will place
even m-ore pressuie on our apility to fund our post'
retirement health care program. The Federal Reserve,
in trying to fuel economic growth, significantly
reduced short-term interest rates during fiscat 1991
as wellas subsequent to y@ar end. As a result,
segments of our investment portfolio subiect to short-
teim ,investing witt earn lower amounfs of lnterest
eptering into fiscal 1992.

Qn a statewide tevel,,citizens are feeting the pinah as
the eeonomy contraets. coupled with their dissatis'
faCtion with the acfions of Congress and ,the Ex-
eautive Branch, voters in many localities are
defeating local school levies that will raise their taxes,
Many school district employers across the state are



ander severe budget sfress whr'ch may affect^levels
of memborship and related contributions tq the
System.

ln,spite of high medicat care inftation rates and
hopefully, temporarily reduced interest rates and
moderating general inflation rafes, SE,IS' investment
portfolio emphasizes high quality assels representing
exeellent long term value which will prote'ct pension
and health care benefits funding well into the future.
Regardless of \he external pressures placed upon
the System, SERS wil never lose sight of lts mrssion
to provide the best pbssib/e benefits and services to
ail SEFS members, retirpTs and beneficigles.

Accounting System and Report;

These financiai sfafements were prepared in accor-
dance with generally aceepted accounting principles
of gAvernmental aecounting and reporting as pro-
nounced by the American /nstitufe of Certilied Fublic
Acco,untants and the Governmental Accounting Stan-
dards Board. .The flnancia! statements are the
responsibility oi SERSl management. Our internal ac-
counting controls are designed to ensure the security
of member and employer contrjbutions, fo assure
responslble safeguarding of our assels and ta pro-
vide a degree of reliability to all our financial records.

The principles promutgated by Statement No. 6 of
the National Council on' Governmental Accounting
are used in the.Sysfem's accounting.and subsequent
reporting af financial activities. The accrualbasis of
accounting rb used to record all financial transac'
fions. Garns and /osses on saies and exchanges of
rnvestrnents are recognized on fhe transaQtion dafe.
lnvestments in.fixed-income securities are rep.orted at
amortized cosf; discou nts and premiums are
amoitized using the interest method. Alt other assets
are reported af cost, except for real estale in-
vestments, which are reported al cost less ac-
cumulated depreciation. All investments are subject
to adjustment for mark)t deqlines determined to be
other than temporary.

Major tnitiatives and Financial Highlights

ln a eontinuing effort to manage heatth care costs,
SERS rnfroduced several new programs during the
last fiscal year. !

SEI?S iS the first Ohio retirement system to provide
an incentive to retirees fo use lower eost generie
preseription drugs. With prescription eosts now aon-

suming approximately 26o/o of total health aare.ex-
penses, the prescription plais were a target of our
manag.ement efforts. Under the mail-order program,
retirees who order generi1 drugs receive their

,, medication at no cost. Brand name drugs carry a
. $70 co-payment. By increasing the utilization of

generic drugs, whieh cost an average of oneiifth of
the brand name counterpart, we expeet .to hold
down the p/an's overall cost.

,SEFS atso introdueed a preferred pharmacy network
in conjunction with our health insurance plan ad-
ministrator. This nationwide network of participating
Bharmacies a//ows ietirees ta obtain short-term
preSeription needs without the' inconvenience of
claiin forms and altaws fhe Sysfern to negotiate the
besl possib/e drug prlces.

During our next fisca! year we will be busy,in-
vestigatlng and implementing new cost-savings
measures in the managed health care areas,'of
hospitat and pthysician providers which vvitt further
allow us to maintain our excelt€nt health care pro-
gram. Methods to curb rising health care costs are
an object of universal concern. Cost containment and
managed care go hand in hand. SEBS has and will
continue to aggressively pursue new ways to control
ever-rising health cale costs and to continue to pro-
tect and fund the health care benefits (see summary
of health care.benefit cost bontrols and savings on
page 13).

Several/aws passed by Congress have necessitated
modification to our benefits. The disability age
discrimination law, commonly called the "Betts Bill",
will require major changes in disability retirement
eligibility and benefits. Also, pension limitations have
been.imposed under Sectlon 415 of the lnternal ,
Revenue Code. ln addition, Congrqss has required
that individuals who are covered by a state or local '
government retirement sysiem, but who do not par-
ticipate in that syslem, shall be covered by Social
Security. This latter iequirement caused thd Ohio
legislature to pass H.B. 382, which requires all non-
partieipants to bec'sme contributing members in their ;
respective Ohio pension system.

SEFS has been in the forefront of the struggle to
mitigate the damages of the Socia/ Security ,windfall
and government pension offset penalties on the penl
sions of our retirees. Qther federal and state
developments are continuous cause foi concern and
SEFS does monitor them for effects on the System.

6



A study of our actuariatassumptions as compared to
actualresulfs was'comBleted during the fiseal year

for the five years ended June 30, 1990' Several
changes were recommended and incorporated in' our
actuirialassumptrons for the apnual actuarial valua'
tion done as of June 3Q, 1991. A summary of these
changesiis qn pagq21. These updated actuarial
assumpfions should continue SERS on a s:olid foun'
dation with respect.to funding ahd protecting pen'

sion benefits in the future.

Revenues:

The financing of retirement and health care benefits
'is derived from employee and emp'loyer contributions
'and 

through investment earnings. Bevenues from
emplayee and emptoyer contributions were $109.3
mittion and $188.5 million respectively, while income
from investments totaled $201.8 million. The

' 
emplayee and employer cantiibution rates during
fiscal 1991 remained unchanged from the prior year z
at 9o/o and 140/o reQpectively. Overall revenues in-

creased 3.70/o over lhose of the prior year primarily
due to increased investment earnings, increased
emptoyer health care surcharge contributions, and in'
creased emptayer and employee payroll contributions
reEutting from higher tevels of gross payrolls ,ohctive
m'emners. I

Qperating Revenue
/Explessed in Millions)

. lncreasq lncrease
1990 Amount Peicentage

Member
Contributions $709.3 $104.1 $ 5.2
Emptover
Contributions 7 88,5 1 80.5 8.0
lnvestment
Earnings 2Q1,8 196.5 5.3
Other 2.0 ?.'6 (A 6)

Total

txpenses.

$ 5 0 7 . 6  $ 4 8 3 . 7  $ 1 7 . 9 '  3 . 7 0 / o

Expenses are'incurred primaily for the purpose for
whlch SEFS was ereated: namely, the pAyment of
,benefits. Included in the totalexpenses f.or fiscal
1991 were benefit payments, refunds'of contributions
due to member termination or death, transfers of
contributions to other Ohio Systems to provtd.e
benelits for those members who hold membership in
more than one system, and administrative expenses.
Expdnses for fiscal 1991'totaled $299,8 million, an in-

!

crease of 7.90/a over 1990 expenses. lncreases in the
number of benefit recipients and increased heatth
care expense were.the primary reasons for the in' ,
crease in total ,System expenses for the fiscal year.

Operating ExPenses
(ExPressed in Millions)

lncrease lncrease
1991 1590 Amount Perceniage

RetirBment
iiifiurls $20s.4 $1s2.6 $12.8 6.6d/o
Health Care
Payrients 71 .6 Q2 7 8.9 14.2
.Refunds 12.3 12.5 (O.zS 0 6)
,4dministrative
Expenses 8.3
O\her 2,2

7.9  0 .4  5 ,1
2 .0  0 .2  10 .Q

1991

Total $299.8 $277.7 
'  

$22.1 7.90/o

Funding and Reserves:

Funds are derived from the excess of revenues over
expenses, and arg accumulated by SEFS in order to
meet current and future benefit obligations to retirges'
and beneficiaries. .The higher the level of funding, the
targer the aecumulation ol assefs and the greater the
investment income. potential. Net-incoime for the
fiscal year 1991 resulted in an rncrease in the fund
balance of $201.8 million.

The actuarial valuation for funding purposes dated
June 30, 1991, reftects an unfunded accrued liability
for basic benelits of $1 ,331 million and for health
care benefits of $1,154 million. These liabilities,repre-
sent fhe difierence between the computed actuarial
accrued tiabitity to be paid meimbers and. retrrants
and total valuation assefs for basic benefits ($4,346
million and $3,015 mitlion) and health care ($1 ,311
million and $157 million). The unfunded accrued
liabilities arB being amortized in an orderly fashion
over future years. The pension benefit obligation, a
standardized dr'sc/osure measure of the actuaild pre-

sent value of credited proiected benefiti, for basic
benefifs and health care benefits was $4,214 millioh
and $1,241 million, respectively as of June 30, 1991.
The employer contribution lateof 140/o is alloeated
by Board policy .between basic bene/ifs and health
care. ln addition to the 140k, employers pay a sur'
charge for any member wfose salary ts /ess than a

' 
minimum pay. The employer contributions from the
basic 140/o employer rate plus the surcharge ac-
complish the goal of putting benefits and health care

5.00/o

/ t A

2 ,7
(231 )



benefits on a levelcost fundng ba'srs.

Additional information regarding. funding is provided
within, the Actuarialseefron (pages 34 to 39) of this
reBort.

lnvestrnents

SERS rnvesfs the accumutated funds in order to max-
imize both aurrent income ,yield and lohg-term ap-
preciation. For the fiscal year eqded June 30, 1991,
nyestments provided 40.20/o ot' the System's total
revenues while employee and employer contrtbutions
provided 21.8o/o and 37.60/0, resp;eatively; other
sources accounted for the remaining .40/0.

The market value of the investments of the System
was $3.226 bill ion at June 30, 1991, an increase of
$270.5 mil.lion from the previous year. For ther last
ten years, SE,9S has experienced an average an-
rttualized return of 13.30/0. At June 30, 1991, our in-
vestment portfolio was" struotured as follows: 49.60/o .
in debt securifies, 34.80h in equity securitles, 4.3o/o in
short-ferm investmenfs; and 11,30/o in real esfate.

The prilnary objective of our investment poticy is to
assure that the System rneefs its responslbilities for
providing retirement and other benefits. The portfolio
is diversified to. provide adequate cash flow,and the
hiQhest possrbie total return on System assefs wifh
the least possrb/e |xposure to risk. Statutory provi-
sions also serve fo limit risk.(and return) within
respectiie investment portfotios. Detait$ of portfotio
composition, rafes of return, analysis of significant
economic conditions, dnd additional information cen-
cerning our iniestment.policy and operations are
provided on pages 46 to 60 of this report.

Cash Management

SEFS' investment guidelirres inctuded an allocation to
short-term investments approximating 5% of the total
portfolio based on book value. The short-term portion
ofthe portfolio is primaily invpsted in commercial ̂'
pape.r and returned 7.50/o for fiscpl 199.1.

SERS' bank deposits at year-end were entirely
covered.by federal depository insurance or collateral .
held in the name of SF,95' custodian. Of $3.2 billion
in investments at market value at Jqne 30, 19Q1,
none of fhe .f,ysfem's investmenls were in {he lowest
risk. eategories as defined by the Governmental Ae-
counting Standards Board..

F u t u r e P r o s p e c f s , ' i '

As pertified by our actuary in this report, SFFS rs be-
ing maintained an a financiatly sbund basa, fhus pro-
viding protected future bcnefits for'participants. We
anticipaie that investment earnings on Sysiem assets
w'ilt continue to medt or exceed actuarially asgumed 

'

earniqgs rates. The System's goal is attainment of a
fully funded position,.while keeping, member and
employer aontributions level. 

- t

System employees are dedicated {o the prudent in-
vestment and protection ol Sysfem assets, lo ex- l
cellence in service to members and_re{rrees, and to
reduction of System bosrs where apptibaile.,Ihese
directives have been and witt remain our highest
priorities.

When possib/e, SEFS wilt' exptore' enhancemtents to
our existing benefits and provide new benefits. ln spite
of the volatility of health car.e cos/s, we will eontinue to'
meet the challenges of pioviding. the best possib/e
and affordable post-retirement health eare coverage.

Acknowledgements

lhe preparation 'of this report is fhb resulf of the com-
bined.effort ol fhe Sysfem s sfaff under the directlon of
the Retirement Board. lt is intended to pravid,e com-
plete and reliable infornation as a basis for making
m'anagemenf decrsions, fo drsc/ose comptiance with
legal provisions, and to serve as a rneans of exhibiting
responsible stewardShip, for the.assefs contributed by
the members ,and their employers.

This report will be mailed to atl emptoyer members of
SERS and other interested parties,

Res pectf u tty su b m itted,

0,,*E
".Thomas R. Anderson
Executive Director

Joel E. Sofranko, CPA.
Director of Finance
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LegislatiYe Sum mary

, / '
During lhe past year the Ohio General Assembly has
considered variotis pleces of legislation which would
impact SFFS. /he following significbnt legislation was
passgd:

f H.B.J82 eff.  6/30/91

This legistation, also knawn as lh,e Pubtic
Employee Retirement Protection Act, was
enacted in respanse to legistation;passed by
Congress that requires all publh employees not
contributin$to a puhlic retirerflent system to
begln contrrbuting to Social Sequriiy as of July 1,
1991. Effective Juty 1, 1991, all non'certificated
pubtic schoo/ employees, with the exception of
sfudents employed by.the district in which they

' are enrolled as stsdenfs, temporary employees
serving in the eveil of an emergency such as
fire'or ftood, and individuals employed in pra'
grams under the federal "Job Training Partner'
ship.Act", must contribufe to SEFS, Retirants of

" SFRS \or any of the otfier four state retirement
systems w// now contribute lo SEFS upon
reem ploy m ent in non'ce rtif icated posiftbns tn
pubtic schoois. Reemployed refirarits' Aontribu-

- lions will be ciedited toward a separate money
'purchase 

dnnlity, payable after age 65 in either'
a lump sLim or in monthly payments if such
would equat'$25.00 per month or qore. SE,9S
retirants will no longer be subieet tci any limJta'

' tion on the number of days that they may work
upon reemptoyment, H.B. 382 also provides for
schoot board members fo e/ect to contribute to .
SERS and to purchase credit in SERS, PEFS or
SIRS, ff membership is already established, for
servlce between 9/1/37 and 6/30/91 as a school
board member.

I H.B. 104 erfr!o/31/91

This tegislation which originated in the House as
a municipattax'assessrnent bill, was amended in
the Senate to require stafe schoo/ district income
tax to be paid on retirement benbflts received
from SEFS and the other four state retirement
systems. These benefifs were previausly exempt
from sfch taxation.'The pro,vision is effective for.
tax years 1991 and thereafter.

I u.a. tao eff. 1o/29/91 )
This tegidlation, which was introduced ta clarify
the aalculation of final average salary und.er
SffrS stafutes, was amended to provide that
SEFS, ap we// as SIRS, may establish programs
under which m.embers and their employers may
participate in' lohg-term aare programs adopted

' by the retirement systems.

I s.B. g eff,4/17/91
This legistation was introduced to provide
benefits for those Ohio public employees serving
in the military in "Desert Shield'.' and "Desert
.Sform". The laws of fhe five s.fafe refirement
sysfems.were amended to entitl| veterans of

. , fhese military operations' to service credit in the
state retiremenf sysfems on the same basr's as

. veterans of 
'prior wars.

ine impact of Congressional and federai regutatory
activities upon SEFS has.tncreased during recent
years. SErgS monitors activitids, on the federal level
and when necessary contacfs appropriate Congres'
sional representatives and regJlatory agencies in an .
effort to educate them as to the impact of their ac-.
tivities on 5685 and its,members and beneficiaries'.
Significant agtivities on the federal lbvel over the past
year include the following:

t Betts Legislation .
Legislation (5.8. 1511) was enacted in October,
1990 to clarify that the Age Discildnation in
Emrployment Act applies to benefit plans. Public
plans have until October, 1992 to'comply with
the federal requirements. SEFS will have to

' amend its disability retirement program which
,'currently excludes applicants who are age 60 or

o/der. SE,9S is awaiting promulgation of r-egula-
tions by the federal agencies responslbie for car'
rying out the intent of this legislation^

I Social Security
The 1990 amnibus Budget Recbnciliaticin Act ex'
tencl6d Social Soclat Security Qoverage fo those' 
pubtic employees not contributing to a public'

11Schoo/ Emp/oyees Reti.rement Sysfem of Ohio



Legislative Summary

' retirement plan and authorked /fiS to promulgate- re'gulations tp effectuate the intent of the tegisia-
tion. ln April, 1991, fhe /FS released proposed
rules which, if they had become final, would
have required the,majority of SEFS members

, working twenty hours or less per week to con-
tribute fo Socia/ Secuiify. SErgS actively opposed
the proposed rules thraugh contacts with the .
Qhia Congressional delegation and testimony
before fhe /BS. The final'regulations issued in.
June, 1991 were subsfantially.different than
those originally proposed. SERS is in the process
of reviewing tQd fiqal regulations to determine
any changes in plan design that may be
necessary to ensure fhaf SFRS members do not
have-to contribute fo,Socn/ Security.

I windfal7Qffset
Legistation to.amend or, repeal the'Social Secun-
ty Offset provision has again been intraduced.
H.R. 53, introduced by Congresswoman ,aakar,
would repeal the Offseit. H.R. 1791, introduced
by Qongressman D.onnelly, wotitd etiminate the

Qffset for,incomes of /ess than $300.00 pdr
month and reduce the Offset for ineomes bet-
ween $3Q0.00 and $9OO.O0 per month.

Sectisn 415
Legislation to amend Sectlon 415 of the lnternat
Revenue Qode to /essen its impact on public
retireme.nt sysfems,'such as 56,95, has been in-
trodueed in both Houses of Congress. The
leading bills are H.R. 1348, introdueed by Con.
gnessrnan Matsui, and S. 1364, introduced by
Senator Pryor and cosponsored by Senator Benf-
sen. Secflon 4'15 provides that no, retirement
benefit can be paid which is in excess of either a
set dollar amount that is adjusted annually for in-
flation or 11Qo/o of compensatiofi, The.current
definition af "compensafion"does not include
deferred income such as that under Seclion
414(h) pick-up p/ans O1 Section 457 deferred
comBensation plans. The proposed legistation in-
cludes deferred income in the definition cif "com-
pensation", exemptb pubticpension plan, benefits
from the 1000/o limitation and provides that public
plan disability retirement and survivor benefits are
not subject to Section 415.

I

t z Schoo/ Employees-'Rettrement Sysfem o,f Ohio



Health Care Summary

H'SrORv oF HEALTH CARE COSI CONTEOLS AND SAyTNGS

tn 1974, the School Employees Retirement Sysiem
was given d.rscretionary authority to make health care
benefits available to retftees and their dependents'
Today, SERS offers three' hospital'medical plans to
our 59,000 retirees and eovered dependents, in'
cluding two health maintenance organizations,
Benefit recipieitnts under the SERS/Aetna hospital'
medicat plan also have a mail order drug program

available to meet their longierm p1escription drug
needs.

lnit{ally, 0,7.5 percent was the cantributlon rate '

estab/r,shed for funding health care.benefits and'was
inctuded in the employer rate. Any institution, public

or private, providing post'retirement health'care \

benefits is very much aware that health care costs
have increased-substantialty mor'e than overall

' 
inflalion.

In the early 7980's, SERS recognized the inflationary
p/:essures heatth Qare was placing on the Sysfern's
ability to fund benefits into.the future. By law, any
costs borne by the System are required ts be financed
out of the employer contribution rate. Higher rates
of contribution wefe required to finance heatth care
costs and SEFS had no flexibility to increase the
employer contribution rate because it was fixed by
slalute.

Through the rnosf common mefhods of cosl contain'
ment.and cost shifting, SERS introduced deductibles'
premium charges for spouse and dependent
coverage, individual case manage,ment, and the in'
vestigation of potential cases of'fraud identified
through claim processors,. complaints, governmSnt
agencies, audits, employers and oth.er sources. A/so,
in 1981,. House Bill 126 changed the requirement to
quatify for heatth insurance from five years of service
credit to ten years, with an implementation date of'
t#:' 

,',,';: most sisniricant movesmqde by'srns
. was the disciosure of heatth carei liabilities. ln

December, 7982, SEfrS became the first Ohio rettre'
ment syslem to publicly dlsclose long-term actuarial
accrued liabilities of retiree health care, AIso, the
employer con.tribution rate required for health care
funding was determtned by the System's aetuary and
an annual transfer ol assefs, based on this actuarially

determined rate, to a health Qare reserve account
was initiated

ln September of 1984, SEI9S organized a special
health care Msk force. Representailves from member
anc! empt.oyer organization€, fhe Qhio Retirement
Study Commnslon, health care providers, and ac'
tuaries and accounfants mef ta study SFRS' increas'
ing health care oosfs. Panel members were given ac'
tuarialesfimafes of the potential tripling of health
care cosls by 1992 if'effective cost cotntainment
measures or changes in fhe design af the program
were not implemented As a result of this meeting,
many suggestions and reeommendations were
considered.

SFBS confrn ued to implement cost containment pro'
vislons such as enforcement of rcasonable and
customary iees, increased deductibles and co-
payments and introduced a hospital admission '

charge for retirees. ln spite of these actions, the
SE,9S Retirement Board, in March of 1986,-was in'
formed that the health care program cosfs could no
longer be funded on a levelcost basis with the cur-

' rent employer contribution rate and that continued
level cost funding of basic retirement benefits was in
Peril.

tn'December, 1987, fhe SE,9S Retirement Board 
'

ad o pted Gov er n m e ntal Accou nti ng Slandards Board
Statement No. 5. Although not required to do so,
SEFS chqse to d;sciose health care liabilities as parf
of pension benefit obligations to draw attention to the
longlerm nature of the health care financing pro-
blem. This segregation of assets and liabilities began
appearing in the annual actuailal valuation report

' and the comprehensive annual financial report.

The Board also authorized the engagemem of an in,
dependent actuarial firm to proiect health care cosfs
and propose alternative courses of action to contatn
future costs. The Board undertook aggressive a:ction
to correct the financial problem. Legislative changes
were sought and in June of 1988, House Bill 290
be.came law, Coupled with Board action, the follow-
ing changes were mad_e:

A Qareer vesting of health care benefits was
estab/lshed. Members retiring with at least 10

Schoo/ Emp/oyees Relirement Sistern of Ohio
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years but less fhan 25 years of serviee credit ai.re ie^
.quked to pay a portion of the health care premium
as fol/ows; 10-14 years: 7$o/s; 15-.19 years: 500/o; and
2A-24 years: 250/o.

f The flzsfem's subsldy of dependent health eare
prenlums was reduced from'500/o to SQolo.

t The Sysfem's reimbarsement to retirees for
Medicare Part B coverage was frozen at $24.8Q
permonth.

I An 8A/20 relationship between the Sysfem's costs' 
and retiree cosfs of the mail order preseription
drug plan was implemented.

I An employer surcharge on the sa/aries of
members who earn /ess fhan an actu7rially-
detdrm|ned amount was esfab/r.shed. ;

Changes and modifications to programs continue to
be made, especially in the area of managed care.
SFRS deve/oped and implemented a retail prescrip-
tion drug program which allows reilTees to obtain
their preseriptions at local pharmacr'es af significant
dlscounfs. This program, which is nationwide, also

electroriica.lly submifs all claims, which reduces ad-
midistrative claim proc.essing cosfs. By utilizing
technology, the program will provide prospective,
rather than retrospective reuiew and integrate the '

data from the mail order prescription program in the
review. ,
Furthermore, SEFS./b being very aggressive in ob-
taining drscounfs from hospitals. By June'of 1993,
SERS anficipates having a netwark of doctors and
hospilals under contract tb provide high quality, cost
effective health care.

The actions of the Retirernent Board have already
realized..substantialsavings fo fhe System for the
year ended June 30, 7997. SERS would have spent
over $29 million more if no action had been taken
over the years in altering the ptan design and im-
plementing cost containment programs.

SERS w/ cantinue to be a leader in the area of
unique and tiinely approaches,ta health care cost
management in order to maintain our retirees' well-
being and peace of mind.

School Employees Retirement System of Ohto14
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'NDEPENO ENT AUDITORS' REPQRT

A
INDEPENDENT AUDITORS' REPORT----7------------

Defoitte a
Touche

November 25, I99I
Membe.
l ! n ? , ,
-ft: Inrernart0nal

1 55 East Broad Street Telephon_e: {61 4) 221-1000
Columbus, Ohio 4321 5-3650 Facsimile: 161 4) 229-4647

Mem.bers of the Retirement B6ard
SchooI Ernployees Retirernent System of Ohio
Co lumbus,  OI t io

We have audited the accompanying balance sheets of the School,
Employees Retirgrnent Sygten of Ohio as of , tune 30, 1991 andl:
1990,  and bhe re la te i l  s ta tements  o f  revenues, ,  expenses  and
changes in  fund ba lance$ and o f  cash f lows fo r  the  yearE then
ended.  TheEe f inanc ia l  s ta tements  a re  thb  respon.s ib i ) . i t y  o f  the
Sys ten 's  management .  Ou!  lespons ib i l i t y  i s  to  express  an

-op in ion  on  these f inanc ia l  s ta tements  based on  our  aud i ts .

We conducted  our  aud i ts  in  accordance w i th  genera l l y  accepted
aud i t ing  s tandards .  Those.s tandards  regu i re  thab we p lan  and
per fo rm the .  aud i t  to  ob ta in  reasotab . Ie  assurance about  v the ther
t h e  f i n a n c i a l  s t a t ' e m e n t s  a r e  f r e e ' o f  m a t e r i a l  n i s s t a t e m e n t .  A n

.aud i t  inc ludes  exarn in ing ,  on  a  teg t  bas is .  ev idence suppor t ing
the  amounts  and d isc losures  in  the  f inanc ia l  s ta tements .  An
aud i t  a lso  inc ludes '  assess ing  the  account ing  pr inc ip les  used and
s ign i f i can t  es t ima ' tes  made by  nanagement ,  as  we l l  as  eva lua t ing
the  overa l l  f inanc ia l  s ta tement  p resenta t ion '  we be l ieve  tha t
o u r  a u d i t s  p r o v i p e  a  r e a s o n a b l e  b a s i s  f o r  o u r  o p i n i o n .

I n  o u r  o p i n i o n ,  s u c h  f i n a n c i a l  s t a t e m e n t s  P r e s e n t  f a i r l y '  i n  a 1 L
rnater ia l  respec ts ,  the  f inanc ia l  pos i t ion  o f  $chooI  Employees
Ret i rement  gys tem o f  Oh ib  as  o f  . Iune 3Q,  L99I  and 1990,  and the
resu l ts  o f  ibs  opera t ions  and i t s  c 'ash  f lows fo r  the  years  then
ended in  conformi ty  w i th  genera l l y  accepted  account ing .
p r i n c i p l e s .

our  au i l i t s  were  conducted  fo r  the  purpose o f  fo rmi 'nq  an  op in ibn
on the  bas ic  f inanc ia l  s ta tements  taken as  a  who le '  The
f inan i ia l  sec t ion  schedu les .  l i s ted  in  t&e tab le  o f .con ten ts  a re

.  p resented  fo r  the  purpo 'se  6 f  add i t iona l  ana lys is  and are  no t  a
r e q u i r e d  p a r t  o f  t h e  b a s i c  f i n a n c i a l  s t a t e m e n t S .  T h e s e .
schedu les  are  the  resPons ib i l i t y  o f  the  Sys tem's  rnanagem€nl .
S u c h  s c h e d u l e s  a s  o f  a n d  f o r  t h e  y e a r s  e n d e d . I u n e  3 0 ,  1 9 8 8 ,
1 9 8 9 ,  I 9 9 O  a n d  1 9 9 1  h a v e  b e e n  s u b j € c t e d  t o  t h e  a u d i t i n g
procedurbs  app l ied  in  our  aud i ts  o f  the  bas ic  f inanc ia l
i t a t e m e n t s  a n d ,  i n  o u r  o p i n i o n .  a r e  f a i r l y  s t a t e d  i n  a l l
m a t e r i a l  r e s p e c t s  w h e n  c o n s i i t e r e d  i n  r e l a t i o n  t o ' t h e  b a s i c
f inaoc ia l  s ta tements  taken as  a  v rho le .  Thq schedu les .as  o f  and
for  the  years  ended , Iune 30 ,  1983 th rough, -1 l987 were  repor ted
upor i  by  o ther  au i t i to rs  whose repor ts  s ta tdd  tha t  the  schedu les
w e r e  f l i r l y  s t a t e d  w h e n  c o n s i d e r e d  i n  r e l ' a t i o n  t o  t h e  b a s i c
f  inanc ia  1 '  s ta te rnents  .

/ o School Employees Ratirement System of Ohio'



Financial Section

BALANCE SHEETS

June 30, 1991 and 1994

Assets;
Cash (note 5)

Receivables:
Contributions:

Emptoyers (note 41
Employees (note 4)
Sfafe of Qhio substdies . !

Aecrued investment income
I nvestment sa/e Proceeds

Total receivables

Collateral held under secunlies
lending program (note 5)

/nvesfmenfs, at cosi (market $3,225,95V,813 and
$2,955,412,276, respectively) (notes 5 and 6)

Property and equipment, at cost (note 7)
L.ess accum ulated dePreciation

Net pro7erty and equiPment

othei assets (note 9)

l'otal assefs

Liabilities:

Accounts payable and accrued expenses ,
lnvestment commitments Pavable
Health care benefits incurred and unpaid .
Nofes payable (note 8)
Other liabilities (note 9)
Obtigations under securities lending program (note 5)

Totat liabitities
Net assets availabte for benefits

/

Fund balance (note 3):
Penslon benefit o;bligation :

r9efirees and beneficiaries currently
receiving benefits and terminated
employees not yet1eceivhg benefits

Current employees:
Accumulated employee cantributians,

including allocafed investment income
Employer financed Portion ,

Total pension benefit obligation
Unfunded pension benefit

obligation payable
, Total fund balance

See accompanying notes ts flnanciat stalements.

6,542,360 6,738,011

4,765,548 9,574,198

,  s,139,925,732 2,782,826,254

, 743,812
8,766,875

17,329,50i)
3,054,290

767,480
90,566,742

121,228,702

$ 2,963,355,361 $ 2,661,597,552

fibr

3,004,786

1990-

1,464,9q5

107,700,462
7,720,510

., 887,013
31,805,131

o,oJ4,uc6

104,384,126
9,014,900

983,082
27,993,854
16,273,01 5

154,747,174 158,648,973

251,793,903 90,566,742

2,719,071,961 2,515,833,425

10,831,805
4,289,445

10,Q76,987
e a2R a7A

761,41g
5,903,1s2

.17,169,695

2,828"887,430 $

748,783,498
1,877,265,447

2,650,1A1 ,948

683,812,888
1,463,293,9V4

5,454,936,375

(2;591,581"014)

4,797,208,810

(2,135,61 1 ,258)
2,661,597,,552

942,222
, 251,793,903

276,570,s71

2,863,355,361 $

1 7
Schqol Em;ployees Retirement System of Ohio.



Financial Seetion

iTATEuIENTS OF REvE^rgES, EXPENSES
ANP CHANGE.9 'IV FUND BALANQE

Years ended June 30, 1991 and 1990

1 \

/
Hevenues.'

C;ontributions:
Employers (note 4l
Employees (note 4)
Slate of Ohio subsidies
Transfers from other Ohio systems

lnvestment income:
. !nterest and dividehds''
Beal estate income, net (notes 6 and 8)
Net realized gain on sale of investmentg

Total revenues

Expenses.'

Benefits:
Retirement
Disability
Survivor
Health care
Death

Refund of employee contributions
Ad ministrative expenses
Transfers to other Ohio sysfems

. Total expenses

Net incpme
Fund balance, beginning of year

1991

188,465,132
109,310,19'7'BBOp53

1,Q94,896

1990

18Q,544,371
104,105,361

983,082
1,586,700

299,757,A79 287,,219,514

t73,598,254
12,676,390
15,545,835

166,326,782
14,056,231
16,144,A30

201,820,479 196,527,043
501,577,557 483,746,557

173,348,030
19,854,430
11  2q9 -  7eA
r  t r e v v r t v v

,  t , v v v r v v v

'  7An R"9

16?,866,492
18,077,033
10,996,39Q
62,746,014

709,708

276;925,099

12,345,36s
8,346,903
2,202,383

255,285,627

12,532,925
,7,-942,fu6
1,983.908

299,819,748 277,744,496

201,757,8Q9
2,661,597,552

206,002,061'
2,455,595,491

, Fund balance, end of year $ 2,869,g55,96I 2,661 ,597,552

See aceompanylng note$ to tlnanaial statements.

l d Schoo/ Employees Retrrement System af Ohio.



STATEMFNTS OF CASH nO*,

Years ended June 30, 1gg1 and 199Q

. l -

iash flows from operattng activities:
Qontributians received .
lnvestment income, net of lnvesfment expenses

, Benefits Paid
Refunds of employee contributions . t
Administrative exPenses Paid
Transfers to' ather Ohio sYstems

, Net cash provided by operating aetivities

Cash ttows lrom investing activities:
Proceeds from investments soid
Purchase of tnvestmenls ,

Net cash used in'invelting activities

Caslr florrs from financing activities;
Repayment of notes PaYable
Net additions to property and equipment
lncrease in collateral held under securities

lending program
lncrease in obligations under securltres lepding program

Cash used bY financing acfivifies

Nef increase' 
'(decrease)'in cash

Cash at beginning of Year
Cash at end of 

.Year
Reconcillation of net income to net cash provided by
operating actiYities;

Net income

Adjustments to reconcite net income to net eash provided
by operating activities:

lncrpase in contributions reeeivable
Net realized gain on sale of investments
lncrease in accrued investment incsme
Depreciation and amortization (investrnent), net
De p r eciation (n o n' i nv estm e nt)
Decrease (increase) in other assefs
lncrease (decrease) in accounts payable and accrued

expenses
. /ncrease (decrease)'in health care benefits incurred

and un7aid i
lncrease in other liabilities
. " Total adiustments -

, Net cash piovlded by operating activifie€

See accompanying natet to tlnanaial statements.

lggl

297,831,201
186,U4,021

(271,614,849)
(12,345,363)
(7,761,806)
(2,202,383)

Finqncial $ectfon

1990

273,997,854
179,968,464

(2s4,846,392)
(12,532,925)
(8,945,687)
(1,egs,90e)

189,95A,821 175,657,406

3,018,124,267
(3,202,622,412)

3,310,507,558
(3,487,687,677)

(184;498,145) (177 ,1 80,1 1 9)

(s,054,2e0)
' (858,505)

f t61,227,161)
161,227,161

/ /  ^ ^ A  ' ^ t l

(  t  , z o J ,  t o  t )
(527,789)

(90,566,742)
90,566,742

(s,912,7e5) (1,790,950)

1,539,881
1,464,905

(3,313,663)
4,778,568

3,Q04,786 $ 1,464,905

201,757,809 '  $ 206,002,Q61

lt,ozts,a/21
(15,545,835)
(3,811,281)
? EAn A6R

1 ,054,156
4,808,650

17,607

(159,808)
174 742

(13,221,660)
(16,144,030)
(3,208,261)
2,793,712

853,110
(3,033;3s3]

(5,842)

1,450,844
171 ,605

(11,806,988) (30,344,655)

189,950,821 $ 175,657,406

I YSchool Emptoyees Retirement System of Ohio



Financial Sdcfion

ruorrs re FtNANAnt srareuErurs
June 30, 1991 and 1990

(1) Description ot lhe Sysfem
(A) Organization - The Schoot Emptoyees Retiie-
ment System of Ohio (SERS/ n a cost-sharing
multiple-employer public employee retirement sysfem
established bythe Ohio Q'eneral Assembly in' 1937 ,to
provide retiremeht benefits to employees of Ohio
public schoo/s who are not required fo possess a
certificate in order to perform their duties.
Fesponsibility for the organization and administration
ol SEBS r's ves/ed in the Betirement Board. SFFS rs
not eonsidered part of the State of Ohio financial
reporting entity. There .E no financial interdependen-
cy with fhb-Sfafe of Ohio, nor does fhe Sfafe of Ohio
provide oversight authority for the System.. Ihe
Retirement Board is the governing body of SERS, if
is comprised of four elected employee-members, one
elected retiree-member and two statutory members.
Employer and employee membership data as of
June 30 follows:
Employer Members 1991 1990
L V V A T

'for disapility benefitg, survivor benefits, death benefits
and health care benefits

Memberc are eligible'for disability benefits after com-
pletion of 5 years af service. Qualified dependents of
a.deeea5ed member are eligible for monthly surviver
benefits. Death benefits of $500 are payable upon

. the death of a retirant to a designated beneficiary.
Prior to Juty i, 1986, all members receiving a b.enefit
from SFBS were eligibte to reeeive hea.tth care
bendfits, Members who retiie effective July 1, X9B6
or lat1r must havetal /easf 10 or more years of ser-
vice credit to qualify for the health care beneflts. Ef-
f.ective July 1, 1989, 1) members retiring with more

, than 10 but /ess than 25 y.ears 9f service crddit were
required to pay from 250/o to 750/o of the health in-
surartae premium phased in over a period of five
yqars and 2/ fhe SEFS portion of spouse and depen-
dent health insurance premiums was reduced from
500/o to 300/o, ovei a five-year period.

Members with credited seryrbe in fhe Sfate Teachers
Retirement Systern (SIRS) or Public Employees
Retirement Sysfem (PEBS) are eliQible to receive
transferred credited seryice and funds from either or
both of those sysfems. Any service which is not con-
current wifh service within SErgS will be included in
the determtnation of retirement benefits. Simila'rly, a
member with credited seryice and funds in SERS
may transfer such service to SIFS or PERS upon
retirement. 

? /

(2) Summary of signiticant Accounting Pollcies
' 
SEfiS' financialsfarernents are prepared tising the
accrualbasls of accounting. The fpltawing arc the
significant accounting polbles followed by SEFS:

(A) Investments - lncome on all investmenfs is
recognized on the accrualbasrs, Garns and /osses
on sa/es and exchanges of investments are
recognized on the transaction date. Ail investments
are subject to adjustment foi market declines deter:
mined to'be other than temporary.
investments in fixed,income securities and mortgage
loans are reported at amortized cost with disc.ounts
or premiums amortized using the interest method,
lnvestments in common and preferred stocks &"t€ cet:
ried at cos't Gams and /osses on stock sa/es are
recognized on the basr,s oi the average cost of the
stocks sold.

lnvestments in short-term abligations, principally eer-
tificates of deposit, commerctal paper and U.S.
Treasury.bills, are earried at cost, which appro-

Technical . . . . . . .

Other

372
t v.J

84
49

1 1

z
4

373
192
84
49

I I

2
4

766

Employee Members
Fetirees and beneficiaries i'ur-

rently receiving benefi,ts and
term i nated em p loyees entitled
to benefits but not yet
receiving them _trte? :*?e

56,148 56,023
s7,!9 37,124
93,574 93,147

Current emp/oyees
Vested ,'.
tVonvesfed

Total

.(B) Benetits - Members are etigible for retirement
benefits based upon age and service credit as
follows: age 60 and earning 5 years of service credit;
between ages 55 and.60 and earntng 25 years of
service credit; or earning 3Q years ef service credit at
any age. The benefit is egua/ to 2,10/o of the
member's final average salqry, or a minimum of $86,
multiplied.by'the number of years of credited service.

ln additian to retirement benefifs, SEfiS a/so provides

766

2A Schoo/ Employees Retrrernent Sysl,em of Ohio
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Finaneial Section

NOIES IO F,NANCIAI SIAIEMENTS (Continued)

imates market valuei.

/nvesfnnenfs in real estate are carried at cosf /ess ac-
curnuhted deprecidtion. Depreciation on buildings is
provided using the straight-line method oier the
esfimated useful /ives of the property (40 to 45
years). lnvestments in commingled realesfate funds
are carried at cost

/nvestments in venture capital are accgunted for at
the "pro-rata share of undeilfing ,equity.

(B) Property and Equfpment (Non-lnvestment
Assets) - Properiy and equipment are stated at ,
cost. Depreciation has'been provided using the
straight-line method over the'following useful lives:

Deseription Estimated Lives (years)

Automobi les. . . . , . . . , . . : . . . , . , . .  3
Equipment  and furn i ture. . . . . . . . . . . . . . . . . . . . . . . . . , . . .  3 '1  0
8ui1din9. . . . , . . . . . , . . . . , . . . . , . . . . . . .  . . . . . . . . ' . .  4Q

(C) Federal Income lax,Status - During the years
ended June 30, 1991 and 1990 SEFS qualified
under Section 501(a) of the lnternal Revenue Codd
and was exempt fram Federal income taxes.

(D) Health Care Benefits.lncurred and Unpald -
Amounts aecrued for hedlth care benefits P?Yable
are based upon estimates furnished by the claims

:

Actuaiial Assumption

Rate of retun on invesfments

Projected salary increases

Post-Ietirernenl mortal ity

Rates of withdrawal from active service

for reasons other than death, rates of

digability and expecte.d rctircment ages

Heallfi care\prerniums

Medicarc

1991

7.750/0 compounded annuallY.

4.750/o compoundEd annually, attributable to

inf{ation: additional rncreases ranging from Qo/o

to 3o/o per ygat attilbutable to seniority and

meltt.

.191:t c,oup Annuity rab/e prolected io rcBq

sef back 1 year.for women and men.

Developed on basis of actual p/an experience.

4.750/a annualincrease wth 25o/o o( eligible

female retkants and 60Vo of eligible male

retirants electing joint survivor form of paymeFt

and 25Vo of eligibte female retirants and 500/o

of eligible male retirants etecting to cover

spouse for health care.

AII recipients are eligible fot Mediaarc on at'

tainmentbf age 6S or immediately if retired for

disability.

administrator. Such esfimates have been developed
from prior claims experience.

(E) Reclassiticatiort - Certain 1990 balanees have
been reclassified to conform with 1991 presentation,

(3) Funding Status and'Progress

The amount shown as the "pension benefit obliga-'tlon" 
rs a standardized dnclosure measure of the

present value of pension benefits, adiusted for the ef-
fects of projected salary increases, estimated to be
payable in the future as a resu/f of employee service
to date. The measure Ls fhe actuarial present value of
credited Brojected benefits and is intended to help
users assess SEFS' funding sfaius on a going'
concern basis, assess progress being made in ac'
cumulating sufficient assets to pay benefits when
due, and allow for comparisons among public
employee retirement plans. The measure is indepen-
dent of the actuarial funding method used to deter'
mine contributions to SERS. :

The pension benefit obligation was determined as
part of an actuarial valuation of the plan as of June
3A, 1991 and 199Q. As a resuit of the five-year study
of actuarial assumptions, changes were made for the
actuarialvaluation as of June'30, 1991. The following
signifieant assumptlons were used in the actuarid
valuatisns as of June 30, 1991 and 1990:

1990

7.50/o compounded annually, increased to

9.50/o ra{e of return annuatly for lhe period July

1, 1988 thiough June 3Q, 199Q.

4.50/o compounded annualty, attributatbte to in'

flatlon; additiona/ increases ranging frgm Aok

to 3o/o per yearattributable to seniority and

medt.

1971 Group Annuity lable prqecfed to 1984

for men and women, set baak 1 'year for.

women.

Oeve/oped on bqsrs of actual plan experienie.

4.50/o annual rncrease wilh 250/o af eligible

female retirants and 600/o of eligible'male

retirants etecting joint survivor foiin ol payment

and 250/o of eligible female retirants and 500/a

of eligible male retirants electing to covel

spouse for health eare.

All recipients are eligible for Medicare on at-

tainmenttof age 65 or immediately if retired for

disability.

Sciroo/ Employees Retirement S'ysfem of Ohio 1. 1
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NOTES TO FINANCIAI- STATEMENI.S (Continued)
* .

At June 30, 1gg1 the unfunded pension benefit obligation
was $2,591,581,014 as follows:

Pension benefit obligation:
Fbtlrees and beneficiaries currently receiving

benefits and terminated emptoyees not yet'
recetvng Deneltts

Curreit employees:
Accu m u lated em ptoy ee conlri butions incl ud'i ng

atlocated investment iniome ... . . . . . . . . . . . . . t ,

Emplayer.f inanced * vested .., . , . . :). . . . . . . . , . .
'  Employer f inaneed - non-vested ... . . . , . . . . . . . . . .

. $otat pension benefit obligation .............i/

Net assefs avaitable for benefits, af cost (market
$3,370,241,21 3) . . . . . . . . . . .

unfunded pension benefit obligation

Basic
Retirement
Fenefits ,

$ 2,Q48,184,60.4 $

748,783,498

1 ,253,297,217

163,365,457

Health Qare
Beneffts

780,702,876.

442,474,951

18,127,822

Total
, \

$ 2,828,887,430

748,783,498

1 ,695,772,168
181 ,493,279

4,213,630,776

2,721,806,3VA

1,241,3Q5,589 5,454;936,375

,141,548,991 2,863,355,361

$ 1 ,491 ,824,4A6 $ 1 ,099,756,,608 $ 2,591 ,581 ,014

At Juhe 30, lgg} the unfunded pension benefit obligiation
was $2,135,611,258 as fol lows: '

Pension benefit otbtigatiorl: , 
' I

Retirees and beneficiaries currently receiving' ,''benefits 
and terminated emptoyees not y'et

receiving benef i ts . . . . . . . . . . . . . . . . . .  :

Cur ren temployees :  . ,  
!  -

Accumulated employee contributions including
allocated investment income

Em.p loyer  f inanced -  tzes ted  . . . . . . . . . . . . . . . . . . . . . . . .

E :mployer f inanced_non-ves ted ' . ' ' ' . ' . ' . ' . , . ' , , .

Total pension benefit obligation

Net assefs available for,benefifs, af cost (market

$ 3 . ,  1  0 1 ,  1  7  6 , 4 0 3 )  . . . , . . . . . . . . . . . . .  : .  : , . . . . . . . . . . . . . . . . . . . . . . . . .

, Basic
Retirement
Benefits

$ 1 ,.926,981 ,136

68s,812,888

996,967,870

54,469,406
-----.-.E-

3,662,2s1,300

2,513; ,075,934

Health Cate
Eeneffts'

$ 723,120,812

397,084,384

14,772,314

Total

$  2 ,650,101,948

^ ; ^  ̂ . ^  ^ ^ ^
. l

1,394,052,254

69,241,720

1,134,977,51Q 4 ,797,208,810

148,521,618-166lfr?f9?
LJnfunded pension benef i t  ob) igat ion . . . . . . . . . . . . . . . . . , . . $ 1,149,155,366 $ g86,45s,892 $ 2,195,6 i1,258

Dqring the..yeaiended June 30, i991, the plan experienced a net change in the total pension benefit obliga.tion of
$657,727,565 ($557,399,476 fbr basic retirement bendfits and $106,328,089 for heatth care benefits).'Of tkat
change, $O was attributable to plah amendments and appraximately $56,52-4,000 ($4g,501,OOO for basic benefifs
and $7,023,00Q for healtlt care benefits) was attributable to chan'ges rn assurnpt/ons.

z z Schoo/ Employees Retiremenl System git Ohio
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NOIES TO FINA,NCTAL STATEMENIS (Continued)
t

(4) Contributfons

The Ohio Revised Code requires contribu,tions by ac-
tive members and their employers' Qontribution rates'
are esta'biish'ed by the Rdltirement Board within the
'altowabte rates.eslabr.s hed by' the Ohio Revlsbd
Qode. Aetive members and their employers are re'
quired to contribute 9o/o and 140/0, reslectively, of
active member payrotl, Thd current emplayer con'
tribution rate ls allocated to basic retirement benefits
and health care tly the Retiremertt Board. For fiscal
year.1991 the allocation of the employer contribution
rate to basic retirement benefits has been estab/lshed
as fhe rate hecessary to aover,normalcosf, pfus
an amortization of the unfunded actuarial accrued
liabitities over a 4Q'year peiiod' Eased on this deci'
sion, the currerlt emptoyer contribution rate (140/o) is
altocaied 9.630/o to basic benefifs and the remainfng
4.370/o is allocated to health care benefits. The con'
tribution rate a:tlocated to'heatth care, plus the addi'
tional'rate of contribution provided by the health care"
sureharge is suffieient to cover normat east and pro'
vide levet cost financing'of the unfunded actuarial ac'
crued tiabilities, Ihe adequacy of employer contribu'
tion rates is determined annually using the entry age
normal cost method.'

Sig nificant actuarial assumptlons'used to d ete rm in e
the adequaey of contribution rates were the same as
those used to eompute the standardized measure of
the pension benbfit obkgation.

Empl6yer and employee co.ntributions requiri:d and
made represented 14Vo aid 90/0, respectively, of ac'

. tive member pqyroll and amounted to $167,991,000
' and $107,994,000, respecfively in 1991. The

employer contribution consisfed of $87'033'074 for
narmalcoFt and $80,957,926 for amortization of the
unfunded actuarialaccrue/ liability. !

The heatth care surcharge on employerg is collected
for emptoyees earning /ess lhan an actuarially deter'
mined minimum pay, pro'rated accordtng to service
credit earnef,:(for fiscal years 1991. and 1992 the
minimum has beea.established as $9,100 and
$9,900 respectively). The amount of thqsureharge
accrued for fisclal yeiars 1991 aid tgg0 and included
in contribution re,venue from employers in the
Statements of Fevenues. Expenses and Changes in
Fund Batance is $17,000,000'and $15,217,9Q9
respectivety

Emptoyee eontributions may be refunded, without in'
terest, to a member'who withdraws from SEFS or to
the member's beneficiary following the rnember's

' death.

(5,) Castr Deposits and Investments

SEFS' bank deposits at year-end were entirely
covered by federal depository insurance or by eol"'
lateral held in the name of SF,9S' custodian, the
Treasirdr, Sfafe of Ohlo, as required by statute' The
carrying amount of the Sysfem's deposits as of June
3A, 1991 was'$3,004,780 and the bank balance was \
$5,697,968. SFFS' deposifs cQvered py federal
depository insurance and csllateral held in the name
,ol,SFfiS' custodian amounted to $296'249 and ' ,
$5,401,719 respectively at June 30, 1991.

SEFS rs authsrized to invest in bonds' nofes, cer- ,
tificates of indebtedness, rnortgage nofes, real estate,
stocks, shares, 

'debentures, 
or other obligations oi

securifies as,set forth in 76s Qhio Revr'sed Code' ln
aecordance'with Stateiment No. 3 of the Government-
al Accounting Standards Board, SEBS' invesfments
'are categorized to give an indication of the level of

' risk assumed by SE?S at year-end. Category 1 in'
c/udes invesfments that are insured or registered or
hetd by SERS, or the Treasurer, State of Ohio, or
wstodiat agent bankin SEFS' name.'C'ategory 2 tn-
c/udes uninsured and unregisterad investments for'
which th.d securifies are held by the Treasurer, Stqte
.af Qhio ln SFRS' name. Qategory 3 includes unin-
sured'and unregistered investments for which the
securifies are hetd by the Treasurer, State of Ohio
but not /n SERS' name. ln accordance with a 'con'
tractual relationship betwQen the Treasurer, State oi
.ahio and a custodia)l agent bank, ail securilies sub'
ject to catego(ization are Categoiy 1 investments
held in book entry form in a unique account so as fo
be identified' at atl times as fhe possesslon of the
System.

, Ihe Sysfem participates in a security lending pro'
gram, adminisfered by the custodial agent bank,-wnereOy 

certain securities are transferred ta an in'
-' dependent broker/dealer (borrower) in exchange for

loitlaterat equal.to no less than 1020/o of the market
value of the loaned securitles. Ihe System has
minimized ifs exposure to-credit risk due to borrower
default by having, the custodial agent bank determine
daily that required collateralrneefs 1Q00/0. of the
market value af secun?ies on loan^ Ihe Sys/em has
not experienced any /osses due to credit or market
risk on security lending activity slnce lmplementqtion
of the program. The market vatue of collateral loaned
to brokers/dealers at June 30, 1991 totaled $251'8
mittion. Security tending income totaled $264,332 for
the.year ended June 30, 1991.

Securlfies under loan aie maintained on the $ystem's
financial records and are incldded with first mortgage

Schoo/ Emptoyees Retirement System of Ohio 23
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fVOTES TO FINANCIAL STATEMENTS (Continued)

(5) Cash Deposits and lnvestments (continued)

loans,.real estate, commingted real estate funds, and
ventare capitalfunds as investments which by their
nature are not required to be categorized for level of
nsk pLrrposes.

Market valttes of secuntres are based primarily on

(

quotations from national security exchanges. Market
values qf realesfafe are based upon apBraisals.
Maiket values of investmenfs rn fhe eommingted real
estafe and ,venture capital funds are based on infsr-
mation provided by the fund managers.

A summary of investmenfs as of eaah June 30 fottows:

corporate 
"ino nor"rn^"n,

bonds and obrgations
First mortgage |oans and m6rtgage-baeked
secuz?es
Common and prefeffed stocks
Short term investments
Real estafe
Ventu re cap ital nvestments

Total ,nve$fments

$ 708,033.,657

641 ,199,455,
il 4,987,320
115,540,723

3Q8,517,593

26,793,213

1991
Carrying Value

r990
Qarrylng Value Market Value

il5,72A,281 ,$ - 624,A7,959

600,815,699 623,682,077
804,941 ,388 . 1,192,193;415
163,974,710 ,163,974,710
3Q4,663,884 326,461,902

25,717,463 24,752,213

Market Value

732,463,940 $

673,120,143
1,341 ,391 ,374

115,540,723,
318,149,920
25,291 ,713

$ 2 ,719,071,961 $ 3,225,957,813 S 2,515,833,425$ 2,955,412,276

(6) Real Esfate and Leases

SERS' inveslment in realesfafe as of June 30 con-
sisfs of;

1991 1990
6 ^ A$ 26,379,091 $ 25,534,332

149,458,643 144,795,769

161,552,281 158,614,857
337,390,015,  328,944,958

28"872,422 24,281,074

Depreciation expense on the abave rqal estate ag,
gregated $5,400,773 and $4,687,204 in 1991 and
7990, respectively and rb inciuded in net realestate
ineome.

(7) Property and Equlpment (Non.lnvestment
Assets)
A summary of property and equipment at June 30
follows:

1991 1990
$ 1 ,178,055"  $  1 ,178,055

Land
Buildings
Commingled real

estate funds

Less accumulated
r ' lanraoiatinn

$ 308,517,593$ 304,66s,884

The following is a summary of minimum future lease
revenues on nencancellable operating /eases related
fo SEfiS' investment in realestafe.as of Juie 30,
1991 :

Year dnding June 30,

Land
Building and

rmprovements
Furnilure'and

equipment

Less accumllated
depreciation

3,g5g,106 
'S,SAS,SZO

5,694,644 4,953,606
10,831 ,805 10,076,987

4,289,445 2 22p' o7R

$ 6J38p11$ 6,542,3601 952
1 993
1 994
1 995
1 996
Thereafter '

Total minimum future' /ease revenues

$ tq,779,769
12,Q83,186 /
I,973,427
7,599,181
6,201,056

42,255,3Q9

$ 91,891,s25

(8) Notes Payable

Notes payable at June 30, consr'st of the foltowing:

1Qo/o unseeured notes payable, interest due cjuarterly with principat due May
3 1 , 1 9 9 1 ' n e t o f d i s c o u n t o f $ 1 Q B , 2 3 7 i n 1 9 9 0 , ' , ' . ' '

Total interesl expense on the above notes aggregafed $389,135 and $454,030 in 1991 ano
and is included in net real estate income.

1991 1990

0 $ 3,054,29Q

7990, respectively
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. :  . c



Financial Section

wOIES TO FINANOI/.L STATEMEVTS (Continued)

(9) Deterred Compensation
Employees of SFRS may elect to participate in the
Ohio Public Employees Deferred Qampensation Pro' ,
gram (Program), created in accordance.with lnternal
Revenue Code Section 4f7- Under the Frogram.,'
employees may elect to defer a portion of their pay
until a later date, usually after retirement. The deferred
pay and any income earned thereon is not subiect to ;
income taxes until actually reeeived by the employee.

As of June 30, 1991, market value of investments in
the Program,totaled $942,222. Under the terms of the
Program agreement, these mohies are subT'ect to the
claims of SEFS' general creditors. Accordingly, this
amount is reflected as an assef along with a cor'
responding liability to the employees participating in,
the Program. Participating employees are general
creditors of SEFS-wifh no preferential claim to the
deferred funds. Investments in the Program are held
by the Program's agent in SEfrS' name.

(10) Detined Benefft Pension Plan
Substantiatly a// SEBS futllime emptoyees participate in
the Public Employees Retirement System of Ohio
(PERS), a cost-shanng multiple-employer public
employee retirement systern. The payroll for employees
eovereQ by PEFS for the year ended June 30, 1991
waq $3,368,862, SEFS' totat payrottwas $3,726,967.

A// SFRS fulllime employees are eligible to participate
in PERS. Employees are eligible for retirement benefits
af age 60 with 5 or more years of service credit or at
any age'with 30 or more years of servtbq. The benefit
r.s based on 2.10/o of final average salary multiplied by
thd years of service credit for the first 30 years of
credited servrce and 2.5,0/o fsr each additional year of
credited service up to a maxirnum of 10OVo of final
average salary or the limits under lnternal Revenue'
Code Sectio n 415. Employees retiring before age 65
wrfh /ess than 30 years of servlce credit reeeive a
percentage reduction in benefit amounts. PEfiS aiso
provides disability and survivor beneflts. Benefits are
established by state sfafute.

SF,9S and employee contributions for the year ended
June 30, 1991 were $469,957 and $286,354, respec-
tively; these contributions represented 13.950/a and
8.50/o of covered emplsyee payroll, respectively, as re'
quired by State statute. r9ates are establt'shed by the
retirement'board upon recommendation by the ac'
tuary, During the most reaent actuarial study,
(December 31, 1989) there were no changes in ac-
tuariai assumpflons, ben6fi( provtbions, actuarial fund'

ing methods or other significant factors excepf for in-'
ereasing the assumed rate of return Qn investments
from'7,50V0 to 7.75V0. During the fiscal year 1991 the
contribution rates esfabl'shed by the retirement bQa.rd
and those eomputed by the acluary were the same.

The "pension benefit obligation" is,a standardized
disclosure measure of the prese-nt value of pension
benefits, adjusted for the effects of projected salary in-
creases, estimated to bp payable in the future as a re-
sult of employee servrbg to date. The measure r.s the
actuarial present value of credited proiected benefits, '

excluding health care benefits, and is intended to help
users assess PESS' funding sfafus on a going-concern

' basis, assess progress being made in, accumulating
sufficient assets to pay benefits when due, and allow
for comparisons among public employee ietirement
p/ans. The measure rb rndependent of the actuarial fund-
ing method used to determine contributions fo PEfrS.

PEFS does not make separate measurements of assefs
and pension benefit obligation for individual employers.
Ihe pensiqn benefit obligation as of Decernber 31,
1989,.$he date of fhe mosf recent actuarial valuation,
fl:r PEFS as a whole was $16:7 billion. PE?S'nef
assets availabte for be4efits (excluding amounts
allocated ta health care cosfs,) on that.date were $14.7
billian, Ieaving an unfunded pension benefit obligation
of $2.0 billion. PEBS does not hold any securities in
the form of nofes, bonds or other instruments of any of
the entities eontributing to PEFS. SEFS' contribution
represented /ess fhan 1 percent of total contributions
required of all participating entities

PERS' Comprehensive Annual Financial Repsrt for the ,
year ended December 31, 1990 contarns historical
trend information for four years only.

tn addition to pension beneflts, PERS provides
post-retirement health care benefits to'all employees
who have at leat 1Q years of Ohio service credit and \
offers coverage to their dependenfs on a co-pay basis.
ln 1974, PEFS was given discretionary authority to
make health care benefits available to retirees and,their
dependents. Qoverage inctudes hospitatization, physi-
crans' iees, prescriBtion drugs and reimbursement of,

, monthly Medicare Part B premiums, PERS determines
the amount, if any, of the assoc/afed health oare cosfs
that will be absorbed by PERS.

Far the year ended December 31, 1990, PEBS
reported $225.6 mitlion for postretirement health care
expense, Of the 13.95V0 employer cantribution rate,
8.53a/o is allocated for basic benefits, the remainder is
allocated for health care,

Scltool Employees Retirement Sysfem of Ohio 25



\

" FinanciaL Section

NOTES fO FfNANCtAt STAIEMENTS (Oontfnued)

(1 1) Conttngent Liabilittes
SEFS ls a party in Various litigation. While the final
o(ttcome cahnat be determined at this time, manage'
ment is af the opinian that the liability, if any, for ;

these legal acflons will not have a matenal adverse
effect on SEqS' financial position.

(12) Historical Trend lnformation

Historical trend information designed to provide infsr'
mation about SERS'progress made in accumulatintg
sufficiqnt assefs to pay benefits when due.is
presented immediately following the notes to tl1e
finaneialstafemenfs. ,\

ANATYS'S OF FUNDIfVG PROGRESS
GASB Statement No.'S requires the presentatlon of ten years of comparative actuarialstallstica/ data, discios ing thP
progress made in'aecumutating assefs to pay benefits when due. Schedule /presenfs seven years and Schedule'll'
preients nine years of data, since ten years arc not ava:ilable.

Schedule I

,  . ( 1 )
Net Assef$
Available

tor Benetits
-

$ 1,s56
1,747
1,930
2,107
2 ,31  1 .

.  2 ,513 i

$ 120
1 2 9

I J J  ]

133
144 -

149
1 4 1

. Basie Retirement Benetits
($ Amounts tn Mlllions)

@ Unlunded
(2) Percentage Pension Benelit (5)

Pension Benelit Funded Qbligation Covercd

Qbltgatton (1) divided by (2) (2) minus (1) . Payrott

(6)
Unfunded, Pension'
Benelit Qbtigation
a$ aPercent of.

r Covered. Payroil
(4) divided by (5) 

,

Fiscal
,::

1 985
_7986
1 987
1 988-
1989
199Q
1991 " ' ,

$ 2,257
2 ,511  -
2,A46
3 ,017
3,346
3,662
a  2 1 4

$ 656
830

1,006
{

1,065
-  1  , 1 3 5

1,241

Health Care Benelits
($ Amounts in Milllons)

18.30/o
15,5
13.2
13.4

1 3 . 1
1 1  . 4 '

87.20/o
87.9
/  o .Y

92.6
98.1.

102.7
126.8

I

66.70/o
80.7
93.8
87.4
87.3
88.1
o ? 6

68,90/o
ov.o
72.9
69.9
49.1
68.6
64.6

$ 701
764
/  I O

9 1 0
1,Q35
1 , 1 4 9
1,492

$ 5s6
701
873
858
921
986

1  , 1 0 0

$ 804
869
931
982

1,055
1 , 1 1 9
1 , 1 7 6

$ 804
bos
931
982

1 , 1  1 9
1 , 1 V 6

1 985
1986
1987
1988.
1989
1990
I J Y I

Analysis of the dollar amounts of nef assets available
for benefits, pension benefit obligation (both basic
retirement and health care benefits), and unfunded I
pension benefit-obligation in isolation can bp
misleading. Expiessing the net assets available for
benefits as a pereentage of the pension benefit
obligatlon provides o.ne indication ol SEBS' funding
sfafus on a going-concern basis. Analysis of this
oeroentage over time rndieates whether SEFS ls
becoming financially stronger or weaker. Generally,
the geater this' percentage, the strongei SERS is.
Trends in unfunded pension benefit obligation and

annual covered payroll are both affected by inflation.
Expressing the unfunded pension benefit obligation
as a percentage of annual covered payroll approx'
imdtely adjusfs for the effecfs ol inflation and aids
analysis oi SEFS'progress made in .accumulating
suffieient assefs to pay benefits when due. Generally,
the.$maller this percentage, the stronger SE/qS is, !

The actuaria/ assurnpt/ons for investment return, posl-
retirement mortality, and participation in health care
premiums are revised peilodically based on SFRS'
experience.

. ln fiscal 1988, plan benefit provisions were amended. The amendments had the effect of increasing the penson

benefit obligation for basic benefits by $119.8 nillion, and decreasing the pension benefit obligation for health
care by .$799.3 million.
** Qhanges to actuariatassumpfions for fiseal 1991 increased the pension benefit obtigation for basiC benefits by

$49.5 million and for health care by $7.0 million.

See accompa ny:ing independent auditofs' teport.
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Schedule ll

Fiscal Member
Year Qontributions

Employer
Contrihutions-------------+-
$ 86,862,611

706,886,556
'  1 19,145,737

130,507,996

135,032,693

145,784,980

171  ,094 ,710

1$CI,544,371
' 1 8 8 , 4 6 5 , 1 3 2

Reyenues

lnvestment
lheome

$107,416,567

145:21 5,463

153;934,029

171  ,115 ,676

175,493,20Q

161,724,032

193,830,887

196,527,043

201,820,479

Expenses By

Transfe;rs to
other Qhio
Retirement
Systems

By Source

Qther
Revenues

$3,489,140
2 944 271

3,004,376

2,521,825

2,280,893

2,448,403

2,569,782

1,981,749

Type

Refunds

Employer Qontributton
Rafe as a.Peicent
of Aovered PayrottTotal ,

| 983

1984

1985

1 986

1 9 8 7 '

te88

1 989

lgga

1991

$ 57,302,477

67,5b3,8s0

73,1 1 7 ,682
78,979,863

84,848,170
89,667,853
,96,422,050

104,105,361

109,310,197

$255,070,795
322,550,180

s49,201,824

383,9s7,354

392895,888

399,457,758

463,796,0s0

483,746,557

501,577,557

Other

1 2.50/o
, l

14.0

14 .0

14 .0

14 .0

14.0

14 .0

14 .0

14 .0

Fiscal
yQa! Eeneffts

Administrative
Expenses

----"-i--.:-

$4,051,778 

"
'4,658,760

. 5,673,205

5,863,596
^ ;^^ -^^o, Jv9, czo

6,689,00g

7,419, ,675

7,942,'0s6

8,346,903

198s

1 984

1 985

1986

1987

1g88
I  OAO

19.90

$119,831,633
131,848,435

146,785,150

t66,606,773

192,787,851

204,178,239

227,333,363
255,2,85,627

276,925,099

$1 ,215 ,546

1  , 1 8 1  , 0 1 2

1,486,990

1 ,9U ,140

1 ,498,1 14

2 , 1 3 1 , 1 5 0

1 ,630,410
1 oea onq

2,202,383

$ 8,619,474
,7,827,632

8,373,795

9,058,221
10,267,756

9,791',762

11,468,175

12,532,925

r2,345,363

$ .879,498

$ 133,718,431

146,395,337

162,319,140

183,429,690

211,153,247

222,790,160

247,85.1,623

277,744,496

299,819,.748

See accbmpanylng-independent audltarc' rcpoft.
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Financial Section

AD M I N I ST RAfl YE EXPENSES

Schedute ttt

Yeairs ended June 30, 1991 and 1990

Personnelservfces; /
Salaries _and wages
Retirement contributisns
/nsurance

Totat Personnel services

P rof essional services:

Technical and .actuaria!
Medical
Auditing
'Employee training

' Tatal professiona/ services

Communicafions.' r.
Postage
Printing and publications
Telephone
R eti rem en t cou nsel i n g serYices

Totat comiunications

Other services and charges:

Computer support services
Building occupaney and maintenance
Transportation and travel
Supplies t
Equipment rental
Surety bonds and insurance
M e m bersh i ps and subsc r i Pti o ns
Equipment re,pairs and maintenance
Reti remen,t study commission
,Miscetlaneous

Totat other services and charges

372,245

1991

3,?26,967
' 469,957

416,992

1990

3,746,576
469,847
368,608

4,613,916 4,585,031

293,638
241,09s

46,729

389,726
194,815
62,550
77,215

639,095 724,306

330,757
164,293
54,114
10,449

251,591
59,455
49,609
11  ,590

630,205
260,695
185,789
89,766
89,294

,79 ,976
44,208

.34 ,730
28,567

549,893
235,264
131 ,201
70,996

109,915
81,335
52,317
43,s68
22,779

110,076

1 ,480,123 
'

1,4Q7,344

7,292,747 7,088,926

D e pre:c i ati o n (n o n - i nv estm e nt) :

Furniture and equipment
Building

Total depreciation
Total ddministrative expenses

I

i

See accompanying independent auditors' report.

954,055
100,101

753,459
99,651

1,054,1,56 q ( a  1 1 n

Schoo/ Employees Retirement System of Ohio

8,346,903 7,942,036
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Financial Section

INYESI'I'ENT SUMMARY
Schedule lV 

_ Year ended June30 ,1991

,Sales,'Redemptions

and
Abcruals

$ (31s,341,128) $

Qoryorcta,and govern-
ment. bonds ,and
obligationp

Fir$t rnortgage ,oans
and mortgage-backed
securilles

Common aid
.prefened stocks

Short-term
inve9tm9nts

Rea/ e$late'

Venture capital
investments

Totat
investments

Carrytng
uetle

615,72Q,281

600,815,699

804,941,388

163,974,710

304,663,884

25,717,463

$2,515,833,425

1990

Maftet
Value

$ 624,q47,s59 I

I

623,682,077;

1,192,199,415

163,974,710

. 
326,461,g02

,. _4J52,2J3

$2,955,412,276'

Purchases
and

Accreiioni

407,654,504

168,503,84a

19_5,689,431

2,402,317,297

17,335,051

5,250,00i0

$ 3,196,759,130

$

( 1 2 8 , 1 2 0 , 0 9 1 ) ' 6 4 1 , 1 9 9 , 4 5 5

' 
(81,649,499) 918,987,320

(2,450,751,284) 115,540,723

(13,481,342) 308,517,5es

(4 ,174 , .0 )  26 ,7es ,213

1991 '  
% o f
Total

. Market Market
. Value Value'

$ 732,463,940 22.70/o
t

673;120,143 20.9

1,361,391,374 42.2

1 1 5,540,723 3.6

318,149,920

25,291 ,713 
' 

0.8

Qarrylng
Valu.e .

708,033,657

$ (2,993, 5f1', 5Sa1 t Z,t rc, Ot 1,s6 1 $ s, 225,s57, I 1 s 1Q0,00/o

Coeorate and govern-
ment bonds and
obligations

Fi'st mortgage loans
and moftgage^backed
secufllies

Qommon and
Neferred stocks

Short-tem
investments

Rea/ e$fafe

Venture capital \
lnveslmenls

fotal
' 'inyestments

Year e;ded June 30. 1990
1989 

sqtes,
. Purchas6s Rbdemptions

. Market ' and and
Value Accretions Accruals

Qanying
Value

$ (288,498,646) $ 61s,72Q,281

' I

(,134,847,578) 600,815,699

(74,304,683) 804,941368

(2,797,493,000) 163,974,710

(5,312,490) 304,66s,884

(4,826,114) 25,717,493

$ (3, 305, 282, 5 1 1 ) $ 2,51 5, 833,425

1990
Vo ot
Total

- 
Ma*et li/larket

.: Value Value

$ 624,347,959 21 .10/o

623,682,077 Z,t. t

1,192,193,41 5 
- 

40.3

ius,sro,rro s.6
326,461 ,902 11.1

, 24,752,213 0.8

$2,9s5,412,276100^00/o-

Carrying
Value

$ 545,589,142 $ 564,262,201

613,885,268 639,618,675

6gg,s78,406 .986,297,469

183,876,243 184,386,827

263,896,685 292,019,167

26,661,962 26,661,962

$ 2,333,487,7Q6 $ 2,693,246,3A1

$ 358,629,785

, 121 ,778,009

779,667,665

2,777,591 ,467

46,079,689

3,881, ,615

$3,487,628,23Q---F---

$ee accompanylng,independent auditarc' report.

30 School Employees Rqtirement System of Ohia



i r

FUND BALANCE ACCOUNTS
' Schedule V '

Description of Accounts (Funds)
Chqpter 3309 af the'Qhio Revised Code..reguires the
estdbtishment and main.tenance of specific funds.
These funds are classified as accounts for fiTancial
reporting purposes and arq noted as follows:

(A) EmPIaYees' Savings Fund
The Employees"savings Fund. accumulates the
eontributioits deducted from the compensation of
members. Contributions may be refunded to a

' member wha withdraws from SEFS or to the
member's beneficiary, following the.member's
death,. lJpon retirement, a member's aacumulated
contribu'lions'are transferred to the Annuity and.
Pension Resqrve Fund.

(B). Emptoyers' Irusl'Fuird i

The Emptoyers' Irusf Fund is the depository far
employbr 6ontributions. Eased'on actuarial'valua-
iiois,'amounts are transferred out of this fund ihto
the Annuity and Pension Feserye Fund, and the
Survivars" Bejnefit Fund.

(C) Annuity and Pension Feserve Fund'
The Annuity and Pensisn Reserve-Fund /s fhe
fund from which all retirement, healtl7 aare and
death benefrt$ are paid' F.unds are transferred into

-' the Annuiitv and Pension Reserve Fund from the
EmptoveeS'Savlnqs Fund and Employers' Trust I
Fund.'tn addition,-contributions by the Sfate ol

' Ohio for supplemental benefits are recorded in this
fund.

(D) Survivors' Benefit Fund
Tho Survivors' Benefit Fund represbnts'amoun{s'

.t transferred from the-Employees'Savtngs Fund and
the Employers' Irust Fund for the payment of sur'
vivors' benefits.

(E) Guaranrce runa.
The Guarantee Fund records all investment earn-
inqs of SEFS. Annually, investment earnngs are
trdnsferred to the A'nriuity and Pension r9eserve
Funid, the Survlvors' Beiefit Fund, and the E7-
pense Fund.

(F) Expense runo
The Expen1e Fund ls used fo reqord a// exp^erses
for the'administration and mana$ement ol SEBS.' 
Annualty, funds are transferred from the Guarantee
Fund to cover expenses incurred.

'A 
summary of the fund balance accounts follows:

Finlncial Sectron

I

Total
199r .  11990

$ 2,661',sg7,552 $ 2,455,595,491

Year ended June 34, 1991

employees' AnnuitY and Survivors'
Savings Emptoyers' Pension ' ' 

Benetit Guarantee
funa Trust-Fund Feserve Fund Fund Fund

$ 6s3,s7?rSss $ (57s,851,,!o.t)$ 2,989,3!1 $J!4,?!fz -

Expense
Fund

Fund balance at
beginning of 

.year
Changes for the year:

Contritiutions:
Employers
Emitoyees
state of ohio
subsid/.es

lnvestment income

Transferc fton
other Ohio s]/stems
Benefits:

Retirement

". 
Disability
Survivor
Health care

' Death
Refunds of
emplpyee conUibutions

Ad m i nistrctive expenses

fransfers lo
other Ohio sysfems
Othe( ttansfsts

Nel changes

Fund balanca at
end ot yeal

188,465,132

1Q9,310,197

. 886,853

. , -

- l

, + 201,820'479

1 ,043 ,358  51 ,538  - - . :

(173,348,030)
(19,854.430) -

/ 1  1  a i q  7 2 A l
l '  

" v q v , t v v /

(71,6ss,065)
/7an 9\Rl

. '

188,465,132 180,544.371

109,310,197 104,105,361

886,853 983,082

(173,348,030) (162:866,492)

(19,854,430) (18,077,o3s)

(1 1 ,358,736) (10,886,s80)

(7\,633,065) (62,746,014)

(730,838) (70e,708)

' (12,345,363) (12,532,925)

(8,346,903) (8,346,903) (7,942,036)

: (2,202,383) (1,983,908)

8,346,903

201,757,809

(12,34s,363)

,,'',,u0,"0, un*o''no', tft;l;Z?l1? "'f'I;'X\? eY-449.": ". ----:-:-_
64,970,610 (3,450,957) 1s2,979,787 7,258,369 -: !

-

$ 748,783,4ss $ (583,302,358) S 1,558,340,na $141'934,093 W

206,002,061

s116615r4s'

See accornpanying lndependent audltorc' rePort.
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i

AUDITOR OF SIA 
"'' "'"'A

THOITAS E. FERG(ISOil
AUDITOR OF STATE

PO.Bqx.1 l40  .  Co lumbu$,Ohio43266-0040 r  16141466.a514

Members  o f  t he  Re t i r emen t  Boa rd
9chool .  Eruployees Ret i rement System of  Ohio
Co lunbus ,  Oh io

i le have revieeed the report  of  the audi t  of  rhe Balance Sheet,  (g i th
Independenl  Audi tors Report  Thereon),  and the re lated starenents of  Revenues,
Expenses,  and Changei  In Fund 8alances,  and of  Cash Flovs,  of  the School
Employee's Ret l ranent Systen for  Uhe Year Ended June 30,  1991, as prepared by
DeloieLe .& Touche, cert i f ied Publ ic  Accountants i  Based upon.th is revie l r ,  we
h&ve aceept,ed th is report  in l ieu of  the examinal ion required by Sect ion 117.43
of  the Revised Code. The Audi tor  of  $ta!e has not .  exarnined the documentat ior i'cuppqr l ing 

the f inaacis l  \Lat .enef l ts  and'reports,  and accoidingly,  is  unable to.
express an opin ion oR then.

Our revi i r  vas nade. in reference Lo the appl icable seccions of  logls lat . ive
cr i ter ia a6 ref lected by the ohio.  ConsLiru l ion;  rhe Revj .sed Code; pol ic ies,
procedures and gui ,del ines of  the Audi tor  of  st .ate;  and local  resol ,ut ions/
ordinanc.e s

g-,-,89,f*
TIiO}IAS E. FERGUSON

.Aud i t o r  o f  S ta te

December  5 ,  199 f

.'*.
Information Line toll free !.E00-2E2"0370
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Actuarial, Section

' . /
ACTUARY'S IETTER

CABRIEL, ROEDER, SMITH & COMPANY
Actuaries & Consultants

24 Woodbine Avenue j Northood, New York I 1 768 ' 5 I 6'757'0Q47

November  l l ,  l99 l
\

The Retirement Board'
School Employees Retirenent Systen of Ohio
C o l u m b u s , 0 h i o

In  order ' to  determine SERE present  f inancia l  posi t ion and level  contr ibut ion
rates for  the future,  innual 'actu i r ia l  va luat ions are made.

The latest  completed actuar ia l  va luat ion is  based up.On data dnd assumpt ions
as of  June 30,  1991.  Condi t ions and resul ts  are shown in our  repor ts-

Assumptions.concernlng future financial experiences are needed for an dctuarial
va luabion.  These assr impt ' ions are establ ished.by the Board af ter  consul t ing wi th
the 3ctuary.

A prbgrarn of  annual  actuar ia l .gain, /1oss analys is  is  in  -operat ion;  these
ana' lys 'es 'determine the re lat ionship 'between assumed f inancia l  exper ience and
actual  exper ience,  . for  each major  r isk area.

These actuar iar  ia i ' iZ i ' i i i ' r i ' i i i .g- l - red to the adopt ion of  subl tant ia l
revised assumptions foi the June 30, 1991 actuarial valuation. The assumep
preniums for l ieal!h care coverages are changed annually.as premiums,lare changed
by heal th care providers.

,The statutory enployer  contr ibut ion rate is  l4% of  pay.  An SERS pol icy decis ion
now prov ' ide i  the fd l ' lowing a l ldcat ions:  to  basic  benef i ts ,  the por t ion which
wiif"piv normai.coit ana'+o year anrortization for unfunded actuirial accr'ued
l iabi i i i ies;  and to heal th care benef i ts ,  the remainder of  employer
contri but' i  ons

The f inancia l  condi t ion of  hea] th care benef i ts  is  d i f ferent ,  and is  being
signi f icant ly  af fected by the provis ions ofAct  2 '90 of  1988.  Act  290 establ ished
a [ea]th care surcharge,- a pid'gr'am to determine a minimum annual pay for use in
'ca lculat ing employer  cohtr ibut ion dol l  ars.

I

Respect fu l  ly  submit ted,
,4 ,/')

<n(fu*KJ&fu'a'-
Tho{g/J. cavanayfl Richaqd G. Roeder

TJC/kq .

i f future

School Employees Retirement Sys/er.n of 6hio34



Aetuarial Section

STATEMENT OF AQTUARY
(Valuation as of June 3A, 1991)

Actuariat Cosf Metho d and Assumiofio;s .

Basic Retirement Eenefits

Employer contri'bution rates for.basic betnefits are
determined using the enty age narmal aetuarial cost
method. This method produees an employer con-
tribution rafe consistrng of (1) an amount for .normdt
cost ffhe estimaied arnount necessary to finance.
benefits earned by employees. during the current ser-
vice yeaQ, and (2) the amount for amortization of the
unfunded actuarial aecrued liability. The maximum
statutory rate is 14o/0.

'The 
present emptoyer contribution rate of 140/o is

allacated between basic benefifs and health eare on
the basn of SERS policy decisicil1.'The current policy
requires the determination of a rate for basic beneiifs
which will amortize the unfunded actuatial accrued.
liabiiities over a 4}-iear periodi witn tni remainder of
the employer contribution rate alloeated to^ providing
health eare benefits. At June 30, 1991, the rate thus
determined for the funding of basic retirement
benefits is 9.630/0.

\
Health Care Benefits I

lnitially, begiitning in 1974, the contilbuticin rate for
health care benefils was estab/r'shed at 0.750/0, in-
cluded in a tbtat employer contribution rate of
12.50/0. Health care contribution'rates havd been in-
creased at various times slnce 1974, and the total
emptoyer contribution rate has been incre.ased fo fhe
statutory 140/o mdximum. The portion of the emptoyer
contribution rate allocated to health care currentlv is
4.37o/o, which is insufficient'by itself to provide level
cost financing of the unfunded actuaril accrued
health care liabilities. Ihrb is primarily due to thb
relatively iow average saiarles of fhe SFRS con-
tributing members.

I

Recent Qhio tegistation, Act 290 of 1988, provided
for an employer contribution surcharge to fund health
care benefits. The sureharge is equal to 1.4V0 of the
diffefence between the minimum pay and the
member's pay, Bro-rated for partiatseryice credit. For
the fiscal years 1991 and 1992, the minimum pay
hai been esfablbhed as $9,100 and $9,900 respec-

tively. The surcharge rate, added to tho unallacated
portion of the 140/o employer contribution rafe, resu/fs
in a total health eare contribution late of S,B1o/0. This
rafe rs suffieient to prbvide level cast financing. of the' 
unfunded actuarial acerued liabilities for health eare
benefits assuming future health cAre cosf inflation
does nof exceed future general price inflation.

. ActuarialAssumpfions

TlTe assumpflons used for the actuarial valuation
were adopted by the Retirement Board after con-
sulting with the actuary. Differences between assumeb
and aetual experienqe (actuarial gains and /osses,)

/ . become part of unfunded aetuaridl aecrued liabilities,
. When these diffgrences befwee n assumed and aciual

experience have been'observed to be sizeable and' perslsfe nt a chaJrge is made to th6 actuarial
assumptions.

, The valuation assefs as of June 30t, 1gg1 were deter-
mined on a market related basis. Ihe method used
recognizes 200/o of the previously unrecognized gains
and /osses'(both realized'and.unrealized). To this
was added the present value of expected future
payments for House Bills 284 and 2A4, or

,  $4,002,160.

The following significant assumpfions were used iri
the actuarial valuations as of June 30, 1991:

(1) a rate of return on the investments of 7.750/o
co m pou nded .an n u ally (net after adm i n istrative
expenses/. The reat rate of return is thle portion
of total investment return which is more than the
inflation rate. Considering inflation recognition of
4,75 perc.ent, the 7.75 percent investment return
rate translates to an assumed real rate o.f return
of 3 percent. ,.

(2) projected salary mcreases of 4.750/0, compound-

, ed annually, attributable to inflation;

(3) additional projected salary increaies ranging
, ,from )a/o to SVo per year attributable to seniority

. and merit. Pay increase assumptions for in-- 
dividual active members are shown for sample

Schoo/ Employees Retrrbment Sysfem of Ohio J J



Actuarial Section

STATEMENT QF ACTUARY (Qontinued)
(Valuation as of June 3Q, 1991)

ages in the'fottowing tabte.
' lncreasi Next Year

$ample Merit & Ba$e
Age - SenioritY 'lEcanaln[)

20 3.00/o . 4,750/0
30 2.3 4.75
40 1.8 4.75
50 1.A 4.75
60 0.0 4.75

:
Probabitiiies of Separation trom Active

Emptoyment hefare Age.& Serrice Retirement

. Percent of Active Mer\bers
Separating within the'Next YeaJ)

Women
7.750/o
7.05
6.55

4.75 Sample
Ages.(4) eligibility for age and.service retirement was

assurned to be: age 50 with 30 or more years of
service; or age 55 with 25 or,rnore years of ser-
vice, or age 60 With 5 Qr more years of service.
Probabilities of retirement with an age and ser-
vice allowanee are shown in the following table
for sample ages.

Probabllities of Age & Service Retirement
Percent of Eligible Active Memberg

' 
Retiring within Next Year

(7) health care premium increases of 4.750/o annually
with 250/o of etigible female retirants and 600/o of
eligibte male retirants electin! a iaint and survivor
torm of payment and 250/o of eligible female
retirants and 5Oo/o.of. eligible male retirants e/ec-
ting to cover spouses for health care; and

(B) etigibitity of att heatth care benefit recipients for
Medicare on attainment of age 65, or immediate-

. N if retired for disabilitY.

Health Care Premium Rafes;

Strirfus
Monthly Rates Reported

1991 1990

Benefit recipient below age 65 $ 297.12 $ 248'10

Spouse below age 65-' 53.25 47'23

Benefit recipient above age 65
and eligible for Medicare

Spouse abqve age 65 and
eligib;le for M edicare'

Mail oider prescription service
. System pzrtion.

20
2n

40

60

Death

0.010/o
0.02
0.04
0.08
0.21

Disability

0.000/a
0.00
f i q
0,32

Ather

B 040/o

s.95
L O /

2.66

53.18 44.88

75.98 13.97

30.92 29.61

S?mple Ages
F A

55
- 6 0

65
7Q
/ c

15s/o
10
1 Q
4A
5 0 r

100

120/o
18
25
35
50

100

(5) mortatity of participanfs based on the 1971
Group Annuity Mortatity Table proiected tb 1984

set back one Year for women and men.

f6) rates of sephration from active'service before
retirement are devetbped on the basis of actual
plan experience. Probabilities of separation for

' 
sample ages are shown in the following table

Probabilitles of Separation -from Active
Employment before Age & Service Retirement

(Percent of Active Members
Sepa rating within the Next Year)

Sample
Ages Qther

6.090/o
4.60
3.42
30?
2.20

MedicAre Part B Premium: $24.80 per month' ','This

premium is paid bY the SYslem.)

The actuarial assurnptions used in making the valua'
' 
tion were revised as set forth in the Gabriel, Boeder,

Sm.ith & Qompany tnvestigation Report dated June 3,
1991 for the period from July 1' 1985 through June
s 0 , 1 9 9 0 .

20
30
40
50
60

Death DisabilitY

0.02o/o 0.00Va
0.Q4 0.06
0.08 0.36
0.24 0.80
Q.60

36 Schoo/ Em ployees Retirement Syslem.of' Ohlo



Actuarial Section

STATEMENT QF ACTUARY (Continued)
(Valuation as of June 30, 1-991)

Aet[arial Accrued Liabilities

Accryed li4bilities are the preseni value of plan pro-
m/ses lo pay benefits in the future, based upon ser-
vice already rendered. A liab'ility has been estab/ished
("accrued") because the servlce has been per-
formed, but the resulting monthly cash benefit may
not be payable until years in the future. Accrued

Actuarial Acerued Liabilities June 30, 1991

Present Value Of

liabilities are the result of complex mathematical
calculations performed by a group of specra/rsts, lhe
ptan's actuaries. Ihe resu/ts of the computed ac-
tuarial accru.ed liabilities, using the entry age narmal
aetuarial cost method, are dlsciosed in the following
schedutei,

Actuarial
Accrued Liabilities

Health Care Basic Benefits

Future monthly benefits and death benefits to present retirants and survivors...

Monthly benefits and refunds to present inactive members

Servrce al lowances and heatth care benef i ts, to present act ive members.. . . . . . . : .

Disabitity allowances and heatth care benefits,to present active members ........

Death"after-retirement benefit ($500) on behalf of present active members.. .....

Survivor benelits on behalf of present active members who die before retiring .'

Refunds of member contr ibut ions of present act ive members . . . . . . . . . . . . .

Beneflls for present active members

Benefits for present coverbd persons

$ !2!,1 e_5,s1 0: $ : :!2j?8,e11
55,507,516 75,505,693

q 1  q  1 Q q  4 7 7
J r v ,  t v v , v t  t

6,789,897

, * -
8,428,965

2,149,483,506
87,803,195
1,254,908

27,774,930
31,626,380

530,354,53.9 2,297,942,919

. . . . . . . .  $  1 ,311,057,365 $  4 ,346,127,523

Membership Data

lnformation regarding active, inactrue, and. retired
members is obtained from computer tapes provided
by the retirement sysfem. Membership clata

contained on the computer fapes is examined and
fesfed for reasonableness.

Rettuants and Beneficraries Added To
and Removed From Rolls, 1982 to 1991Active Member Valuation Data,

Actuarial Number of Annual
Valuation' Active Payroll

as of June 30 Members (millions)

Fiscal Year
Ended Additions

June 30 During Year

1982 2,953 
-

1983 3 ,215
1984 3 ,145
1985 3,233
1986 3,807
1987 3 ,1  55
1988 3 ,512
1989 3 ,140
199Q 3 ,714
1991 3,534

Deletions Number at
During Year End of Year

924 32,863
1,108 34 ,97Q
1 ,315 36,800
1 ,325 38,708 '

1 ,478 47  ,037
'1 ,522 42 ,670
2,215 43,967
1,432 45,675
2,072 47 . ,317
2,384 48,467

1 982
1983
1 984
1 985
1 eB6
1 987
1 9BB
1 989
1 990
1 991

85,186
84,761
B6,B3B

89,534
90,418

682,9

8Q4.2

931.'4
.  9 8 7 . 8

B5,BB3 $ 652."2

1982 to 1991

Average
Annual
Salary

$ 7,594
8 , 0 1 7
8,699
9,261
9,842

10,403
1 n  R ( R

1 1 , 5 0 0
1 2 , Q 1 0
12,570

88,310 869.1

91,778 "  1 ,055.4
s 3 , 1 4 7  1 , 1 1 ' 5 . 7
93,574 1  , 1 7 6 . 2
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Actuarial Section

SUUTUANV OF IJNFUNDED AECRUED LIABILITIES
I

Eaeh time a new benefit is added which applies to
service atready rendered, an "unfunded agcrued
tiabitrly" is created. Laws governi'ng the System re-
quire that these "unfunded accrued tiabilities" bq
financed systematically over a period of future years'
Atso, if actua! financialexperiences are iess favorable
than assumed financial experiences, the difference ls
added to unfunded accrued liabilities^ 

|

tn an inftationary eaonomy, the value of the dollar is
decreasing. This environment reqults in employee
pay increasing in dotlar arn'ounts, retirement benefits

increasing in dollar amsunts, and then unfunded ac'
erued liabilities increasing in dollar amounts; all at a
time.when the'aetual Substance af these items may
be decreasing. Looking at iust the dollar amounts of
unfuncled accrued liabilities can be misleading. Un'
fundEd accrued liabilities divided by active employee
payroltprovldes an index which clarifies underslan'
ding. The smaller the ratio of unfunded liabilities to
active member'payroll, the stronger tne syslem.
Qbservation of this relative index over a period of
years will give an indication of whether lhe sysfem is
becoming financially stronger or weaker'

BASrC BENEFJIS $ h Millions)

Valuation
Year

Actuarial
Accrued

Liabilties (AAL)
Valuation

Assets

Unfunded
- Aaluarial

Accrued
Liabilities (UAAL)

Ratio of
Assets
tO AAL

Active
Member
Payroll

1982
1 983
1 984
1 985
1985.
1986
1987
1 988#
1 0RO

1990
1991
1 0 Q 1  '

a 1 A t 1

1,987
2 ,166
2,445
2 492

2,670
2,899
3,307

4,003
4,265
4,346

$ 436

627
681
/ou
865

1 ,051
1 ,051
1 , 1 2 8
1,205
1,295
1  ' 2 1 1

- Fevised AssumPlrons
# Legislated Benefit /ncreases

HEALTH CARE BENEF,IS ($ ln Mittions)

$  1 , 1 1 6
1 221

1,390
1,564
1,564
1 ,781
2,007
2 204

2,438
2,686
3 ,015
3 , 0 1 5

$ 8 6
1Q3
108
120
120
131
I  J l

139
1 5 2
758
t c /
1 4 7

q 7nq

, 766
/ / o
841
858
889

' 
892

.  1  , 1 0 3
1,224
1 , 3 1 7
1,250
1,331

,$ 350
436
519
c p /
640
734
914
4 1 2

976
1,047
1 , 1 3 8

\ o  n e , t

$ 652

737
804

' 804
869
v J /

982
1 nqq

1 , 1 1 9
1 , 1 7 6
1 , 1 7 6

UAAL as
a o/o of
Active'

Merpber
Pavroll

t '-*-M-
I  t 4 .

105
105
107
102

' 9 6

1 1 2
1 1 6
1 1 8
1Q6
1 1 3

61o/o
61
64
65
A 6

o /

69

67

67

o /
a 1

69

1982
1983
1984
1 985
7985"
7986
1 987
1 988#
r o,cQ

1 990
1991
1 9 9 1 .

200/o
1 9
1 ' 7

1 A

t 3

14

1 a
t a

I 1

$ 652
683

' 737' 
eoq
804
869
931
982

1 nq(

1  , T 1 9
1 , 1 7 6
1 , 1 7 6

54Vc
64
7n

7n

80

on

94
o 7

98
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STATEMENT OF ACTUARY (Continued)
(Valuation as of. June 30, 1991) t

Shorf Condjtion fest
lf the coniributions ta SE9S are .level in aonaept and
soundly executed, fhe Sysfem will pay all promised
benefits when due - the utttmate test of flnan-
cial soundness. Iestlng for level contribution rates
is the long-term test.
A short condition lest /s one means of checking a
sysfem's progress under its funding program. ln a
short condition test,. the plan's present assets fcash
and investmenfs,) are compared with:
1) Active member aontributions on deposit; : ,
2) The liabitities for future benefits to present retired "

lives;

BASIC BENEFTTS (8 ln Millions)

Actuarial Section

Portlon of Accrued\
' Liabilities 

'

Covered by Assets

3) The liabilities for service already rendered by ac-
tive members.

ln a system that has heen fottowing the disciptine of
level percent of pawoil financing, the liabilities fsr ac-
tive member contributions on deposit (iabilrty 1) and
the tiabilities for future benefits to preient retired lives
(iabilittl 2) will pe fully eovered by present assefs (ex'
aept in rare eircumstances). ln addition, the liabilitiBs
for service already rendered by active members
(iability 3) will be partially cavered by the remainder
of present assefs. The larger the funded portion of
liability 3, the stronger the condition of fhe Sysfem. .
Ltability 3 being fully,funded is rare,: . r

June 30

, (1)
Member

Contributions

(2)
Retired
Lives

' (3 )

Present Memberc
(Employer Portion)

(4)
Valuation
Assets (1)

100o/o
100
100
100

- 1Q0
100 ,
100
100
140
100
10Q
1i00

(3)

960/o 0o/o

9 6 0'98  
0

100 1-
100 3
100 8
1 0 0  . 1 4
100 I
100 I
100 9
1 0 0  . 1 6
100 16 .

(2)_

1 9 8 2 '
7983
1 984
1 985
1985.
1986
1 987
1 988#
1989
1990
1 991
I Y i , l

.s 829
909

1 , 0 1 1
1 ,126
\ , ror
1,228
1,341

. 7 , 6 9 6
1,,872
2,025
1 ,973

(2)
Retired
Lives

$ 1  , 1 1 6
I , Z Z I

1,390
I , C O 4

'1 q64

1,781
2,007
2 204

2,438
2,686
3,015
3,015

(4)
Valuation
Assets

$ 324
JCZ

JVO

.+., \t

1 / C

524
577
627

'684

749
749

$ 668
726
/ 5V

u6
888

1,Qs4
1 , 2 1 7
1 aQq

'  1 ,447
1 ,491
1,624

(3) .
Presenf Memberc
(Em'ploydr Portion)

Portion of Accrued
Liabilities

Covered by Aesets

HEALTH CARE BENE'F,TS ($ In Miltions)

June 30

(1)
. Member

Qontributions

1 982
'  1983

1 984
1 985
1 985.
1 986
1 987
1 988#
1 989
1 990
|  991
1991  r

- Bevised Assumpfions
# Legislated Benefit /ncreases

243
304
361
386
2 o 1

1 0  1

562
584
644
686
731
725

,$  793 '
235
266
295
369

, 404
. 489
467
488
5 1 I
564
586

$ 8 6
103

,  108
120
120
1 3 1
I J /

139
152
158
157
I C /

(3)(2)*v-

-

_

-l

350/o ]o/a
, 3 4  0
3 0 0
1 1  nU '  V

3 1  0
2 8 0
2 4 0
2 4 0
2 4 0
2 3 0

' 2 1  0
2 2 0
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Actuarial Section

Expenses By Type
(Millions of Dollars)

Qther
,:' ,, Administrative

ri: i . '-,t: ;r txpenses I Benefirs
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Sfatisfical Section

I Assef Coverage of Accrued Liabilities

J Benefit Expenses By Type

I Number of Benefit Recip.ients By Type

I Number of Participating Emptoyers

J Retirement Averages



Statistical Section

COMPARATIVE SUMMARY QF AQCRUED LIABILITIES AND PERCENTAGE QOVERED BY NET

ASSE S AVAILABLE FOR AEIVTNTS 
I

Table I

' 
Qomputed Actuarial Accrued Liabilities

Menber
Contributions

324,180,s88
351,781,439
396,230,502
432,528,863
475,218,16s
524,262,202
577,028,334
627,076,019
683,812,888
748,783,498

1,071,,728,280 ,$

1 ,213,688,792
1,g71,162,368
1,51 1 ,799,217
t,'aaa,z1g,qso
1,903,559,908.
2 ,096,925,418 '
2,336,503,192.
2,55V,6s6,065
2,697,874,221',

860,604,478
961,162,916

1,025,589,111
1,141 ,424,734
1 ,371 ,411 ,464
1 ,522,516,727
1  ,684 ,513 ,116
1,821,748,962
1 ,967 ;248 ,110 .

2,210,527,165

Nef A€sets
Available

tor
Benefits

1,189,392,619
1,314,052,816
1,488,850,477
1,675,73p,161
1,876,240,825
2,062,983,466
2,239,651,064
2,455,595,491
2,661 ,597,552
2,863,355,361

Percentage of
Accrued Liabiliiies

Covered bY Net
Assets Available

for Eenefits
(1) (2) (3)

100 81  0
10a 79  .0
100 8a 0
100 82 0.
100 83 0
100 81 0,
100 79 0
1 0 0 7 8 0 -
1 0 0 .  7 7  0
100 78 0

Current Active Members,
Betirants EmPloYer

and Financed
Beneticiaries .. Portion

Fiscal
Year

1e?z
1 983
1984
1985
1986
1987
1988
1989

' t ,7990

1991

NOIE; The ultimatb test of financialsoundness is the

System's ability to pay all promised benefits when

d'ie. The Sysfem s progress in accumulatlng assets

to pay all promised benefits can be measured by

comparing the present assefs ol fhe System with (1)

member contributions, (2) the liability for futDre

beneflts payable to current retirants and

beneficiaries, and (3) the employerlinanced portion

of the tiabitity for benefits payable to active plan

participants.

ln a System that hai been fotlowinlL the disciptine of

level percent of payroll financing, the tiabilities for ac'

tive rpember.contributions on deposit (1) and the

Iiabilities for future benefits to preseni retired lives (2)

witt be futly covered by present absets (except in rare

circumstances). ln addition, the liabilities for service
alreadl rendered by active members (3) will be par'

tially covered by the remainder of present assets
The larger the funded portion of liability (3) the

stronger the cohdition of the System, Liability 3 being
fully'funded is rare.

tn Table t tho entry age n-ormal actuarial cost method
was used to determine the aatuarial liability The en-

, try ade iormal actuarial cost method r's fhe same
method used fo determine employer and, employee
contribution rales.

Retirement SYstem of Ohio
+z Sehaol ,Ernployees



Stafistrcal Section

BENEFIT EXPENSES BY TYPE
Last Ten Years
Table.l l
Year Endtng

June 30 Servfce

1982
7 983
.1984

1 985
1986
1 987

'  
1988
1989
1990
1 991

I

$ 64,708,104
75,497,557
85,444,144
96,910,985

108,321,454
118,726,024
129,330;510
144,870,006
162,866,492
173,348,030

Disability

$ 7,294,601
.  d ,u /o , c10

9,270,155
10,527,8s8
11,785,441 '
12,780,695'
14,138,302
15,968,925
18,077,033
19,854,430

8EI\TEF'IS

Survlvor

$ 6,240,292
6,756,619
7,389,851
8,004,136

" 8,360,152
8,958,365
9,479,476

I  v r  r  vT ,  vvu

1q886,380
11,358,736

Health
Care

$ n,464,414
28,959,381
29,153,W A
ao 774 AAA

37,499,209
51,728,284
50,568,576
55,688,417
62,71a6,014
/  t , oJJ ,uoc

Death
Fenefits

and Refunds

$ 10,340,g2g
9,160,974

'  '8 ,418,007

_ 8,937,228
9,698,738

10,862,247
10,453,137
12,1 19,325
13,242,633
13,076,201

Total

$ 112,044,340
1 28,451 ,107
139,676,067
155,158,945
175,664,994

203,055,607
213,970,Q01
238,801,538
267,818,552
289,270,462

NUMBER OF BENEFIT RECIPIENTS BY TYPE
Last Ten Years
Table lll year Ending r

June 30

1982
. 1 9 8 3

1 984
7985
1986
1 987
79BB
7-989
1 990
1991

Service

27,955
29,839
31,467
33,145
35,246
36,75Q
37,877
39,408
40,856
41,773

Disability

2,g43
2,473
2,602

' 2,754
2,898
2,977
3,084
3,204

.3,349 '

J , c / d

Survivor

2,565
, 2,658

2,731
2,809
2,873
2,943
3,0Q6

.t 3,063
3 ,112
v r t t v

Total

32,863
34;970
36,800
38,708
41,037
42,670
43,967 ,
45,675
47 ,317
48,467

NU MBER OF PARTICIPATING EMPLOYERS,
Last Ten Years
Tabte lV

Year

I  vaz

1 983
1984
1 985
i  ydo

1 987
1 9BB
I  OAO

199Q
1 991

Total

769
/ o Y

769
768
7 6 9 ' ,
769
768
/ o o '
766
766

Counties

8 7
87
Q 7

B6

B6
B4
84
B4
84

Locals

376

326
376
J / O

376
376
373
373
372

Cities

1 0 1

'  192
t Y a

t v z

I Y Z

192

192
I Y J

Vtllages

49

, 4 9
49
49
49
49
4 9 r
49
49
49

Colleges

2
4

2
2
2
2
2
2
2
2

Teehnical

1 a

1 Q .

,t '1

1 1

1 1

Voeational Other

50
49
49
49
49
4p
tr,1

q 1

1

, 4

I
' 1

2
a

,4

i
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Statistical Section

RETIREMENT AYERAGES
Last len Years

Table V

Service Retirement

Year Ending
June 30

1982
7983
1 984
1 985
1 986
1987
1988
1 989
1990
1 991

Service
Credit

16.578
1 6 . 6 t 7  \

17 .427
17.821
16.846
17.635
1 9 . 0 1 9
19.231
18.734
18.909

Monthly
Amount

8229,24
25Q.60
292.43
315.79
304"73
328.76
378.29
431 ,17
424.85
447.56

-Salary

u d,uov.Jc

8,6As.00
9,939.34

10,525.2s'10,2,92.51

.10 ,458 .45

11,989,48
13,015.82
13,034.93

\ 13,352,91

Age

63.25
63.14
63.85
63.82
oJ.o+

63,77
o/ .  t J

61.40
o u , / c
63.35

Disability Retirement

Year Ending
June 30

1 982
1983
1 984
1 985
1986' 1 g B 7

1988
19Bg
1gg0 l

1 991

Service
Credit

13.854
13.035
1 4 . 1 2 8
12.362

;13.339
13.484
13.086
14.821
1 4 . 0 1 8
1 4 . 5 1 7

Monthly
Amount

$324.6s
323.Q.5
426.9.6
402.31
431 .18
466.02
509,27
562.42
c o  t .  t 1

5vd.cd

Age

53.00
52.29
53.20
56.69
56.20
57.42
54.64
54,31

55.56

Salary

8,473.21
8 , 1 6 6 . 1 8

10,803.67
1 0 , 9 1 7 . 6 1
1Q,872.24
12,184.23
13,060.46
13,433.88
1 a  q 2 0  6 4

14,414,75
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Investment Secfion
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I nvestment Portfolio Distribution

lnvestment Report

Portfolio SAmmary

Schedu/es

txn/oris

lnvestment Policy
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lnvestment Seetion

i

TNVESTMEIrIT P)RTFOLIO DISTRI/BUTIAN py Book Value)

June 30,  1991

Reat Estate & Commercial,
Mortgages 12.10/o

Venture Ca7ital 1,00/o

Residential Mortgage
' Securitres 22.90/o

Short Term 4.Zo/o

Bonds 26.00/o

June'30t  1990

Reat Estate & Commelcial
Mortgages X3.30/o '

Venture CaPital 1.Ao/o

Residential Mortgage
Securifles 22,70/o

Stocks (Common
and Preferred) 32.00/o

Short Term 6.50/o

Bonds 24.50/o
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Investment Section

INVESTMENT REPART

The U.S. economy entered a recessiorl auring the
\ mirV quarter of 1990. This ended an expansionary

perio:d in the U.S. that had /asted almost eight years.'
Ihe U.S. experienced negative GNP growth duing the .
final quarter of 1990 and the first twa quarters of
1991. However,,by late in the second quarter of 1991,
the economy seemed to be on a slow growth path
once again.. The inflation rate as measured by the
Consumer Price tndex (CPI) slowed drarnaticatly as

. lhe'recession unfalded. Before fhe recession started
'inflation was running at a 6o/o to 7o/o rdte, but as the

{ - recesslon ended the r:ate had been reduced to 3.50/o'
to 4070. For the fiscal year the CPl was up 4.60/0, ap-
proxiritately the same amount as /asl fiscal year.

. The strongesi sector ol the lJ.S. i"rrory during th,e
recession was our exporting industries. Because of t
this strength fhe U.'S. Trade Deficit was substantially
lower than the levels realized in our tast fiscat year.
For the coming fiscal year, we qxpegt the Trade
Deficit to remain near the levels experienced during

, the fiscal year just ended. The IJ.S. Budget Deficit, 1

however, co.ntinues'to increase and will probabty in-
c/ease again during the coming fiscal year. This con-
tinued demand for money by the Federal Gavernment
to finance the Budget Deficit should put pressure on
long-term Treasuries to remain around the 7.50/o to
Bo/o level.

,The market value of the Fand increased fr.om $2.96
billion at the end of our /asf fiScal year to $3.23 billion
at lhr's fiscal year-end. Schedule Vl.demonstrafes fhe
growth of SEfiS over the /ast ten years as compared
to the CPI and the CP|-Medical Care. $1 invested in
SERS' Fund at the beginning of the period woutd'be .
worth $3.49 as of June 30, 1991 lnvestment income
earned by the Fund increased fo $201.8 million versus

, $796.5 million fon our /asf f/sca/ year. On June 30, /
1991 , the percent of the Fund invested in equities,
based an book value, had lncreased to 33.80/0 from
37/o |ast year,at this time. The percent invested in
fixed-income securities a/so lncreased modestly ,to

,48.90/o from 47.20/0. The percent of the Fund invested
in real eslate and short-term secuntles decreased
somewhat during the fiscal year. Bealestate declined
to 12.1o/o from 13.30/o and short-tern assets declined

, from 6.50/o to 4.20/0,

The stock market'had 5 mediocre year through
.Jupe 30, 1991, increasing only 7.40/o as measured by i
the S&P 5Q0. Fixed-ineome securifies had a better
year returning 10.2o/o as measured by the Shearson

, Govt/Corp. lndex. The fixed-income and equity port-
folios of SE,9S pefofmed better duiing the fiscal year

than these rndices. The. fixed-income portfolios
returned 12,20/o for the fiscal year and have returned
T4.6010 annually for the /ast fen years. We oontinue to
emphasize high quality bonds and mortgagle-backed
secunfies in the fixed-ineome portfalio.

SEFS' common stoek return f.or the fiacal vedr was
8.70/o whieh was higher than the S&P 5001s return of
7,40/0.. The common stock portfolio has retuined
14.90/o annually for the /asf fen years. We continue to
increase the percentage of the Fund invested in

,common sfock as can be seen i/i Schedu/e V. We
hope to be at our legally legislated limit of 350/0, on
a book value basis, in commbn stock by the end of
this fiscal year, ,

Rea! estate veilue:s nationwide seern to be stabiliz-
ing although values are not expected to increase
over the coming Lrionths. We have been very
cautious over the last few years in our real estate
program and have been very conservative about '

committing new ,cash to this assef c1ass. As
mentioned earlier, real estate assets declined as a
percentage of the'portfolio during the last fiscal year
and for the last five years thrs asset c/ass has declin-
ed from 14.70/o of the Fund to the current 12.1l/oi
based'on book value. Our real estate portfolio has
returned 7.90/o annually over the last ten years.

The return for the Totat Fund for the year ended
June 30, 1991, was g.7o/o and for the /astJen years
o.ur return for the Total Fund has been 13.30/o
annually.

We expeet the U.S. economy to grow slowly dur-
ing the,eoming fiscal year, probably around 2.5o/o.
The.lower inflation rates experienced during fhe se-
cond half of thefiscal year just ended should pievail'
during much of the coming fiscal year. The dismantl-
ing of lhe Sovief Union, the absorption of East Ger-
many by West Gernarly, the possibility of an
Arab/lsraeli peace initiative all proiide the potential
for great expectations, but they also provide for a lot
of uncertaint! in the eoming months. Uncertainty
breeds votatifity tn the financial markets and the
volatility experienced duilng the last few years is ex-
pected to continue in the coming year. We will con-
tinue to emphasize fiigh quality assefs which seem to
represent good long-term value.

.'We anticipate that by June gO, iegZ, the Fund,
based on book'value, will be invested in the follow-
ing manner; 490/o in fixed-income, 35Vo in equities',
12Vo in real estate,' 30/o in short-term inveslmenfs,
and 1o/o in venture capital.

\
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Investment Section

PORTFOLTO SUMMARy

Schedu'le I

lnvestment QategorY

U.S. Governrnent &

Agenay Bonds $

Coiporate Bonds 
r

Canadian Bonds

GNMA/FHLMC/FHA
VNHIJD Mortgages &

Mortgage-Backed

Pass-Ihrus'

Common and Preferred

Stocks & Qonvertible

Securi&es

lnvestmp.nt Real Estate

(lncluding EquitY

Partici pating Mortgages)

Commercial & lndustrial

.Mortgages

Venture CaPital

Short Tdrm

/nveslmenas

Par Value

347,526,437

280,50a,000

80,500,040

624,593,274

918,987,320

344,093,883

13,223,427

26,793,21s

115,761 ,000

June 30, 1991

Book Value

347,942,474

2t78,881 ,476

81 ,209,707

315,221 ,461

13,223,427

'-"26,793,213

,115,540,723

Market Value

Q62,638,145

284,74Q,100

' s

, June 30, 1990
' 

,.Market 
Value

$ 352,299,1.19

. 177,246,710

94,802,130

June 30, 1989
Market Value

$ 313,443,840

129,102,008

99,928,750

621 ,272,160 645,555,143

918,987,320 1.361 ,s91 ,374

328,594,920

17,120,0QQ

25,291 ,713

115,540,723

58p,047,077

1,192,193,415

. 344,976,902

17,120,000

24,752,213

595,563,608

1,0Q8,085,081

318,174,233

17,900,000

26,661,962
i

$ 3,225,957,813
. . . .163,974,710 .184,386'827

s 2,955,412,276 $ 2,693,246,301
$ 2,751 ,978,554 $ 2,719'071'961

PQRTFOLIO RATES AF RETURN
(Average annaal total rate of return

Schedule .ll

Asset CategorY

Equity Portfolios
Fixed tncome Portfolios
Sho rt-Te r m I nvestment P o rtf of io

ended June 3t)

ThrEe Years Five Years
1988-1991 1986-1991

for the periodb

Qne Year
1991

Ten Years
1981-1991

8.40/o

I  Z . Z

7.5

13.9o/o
1 1 . 2
8 .6

1.1 .Qo/o
9.4
7 .9

14.60/o
14 .6
9 . 1

9^Vo/o 1 1"00/o 9'30/o 13'3o/o
Total Fund .--+ :--t-: -----:--;r:-t--

i 7'40/o 14'6oh 11'90/o 15'50/o
S & t' 500 lndex

Shearson Govi/-Corp Index 1Q'20/o 9'90/o B'3a/o 13'20/o :

4.60/a 4,80/o 4.5olo 4 10/o
Consumer Price Index ''e1v

NoTE: Real Estafe portfolio rerurns are rncluded tn the totat return of the Fund for each period; and for the /ast len

years fhese assefs have returned 7.gT/a annualty. venture capital returns are included in the Equity Portfolros return

Performanie returns calculated by Ronald A' Karp Assoc'

4B Schoo/ Emptoyees Retirement System of Ohio
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AROWTH OF TNyESTMENT PORTFOIIO (By Market
Q;.hadr  r la  l l l
v v r  t v v q r v  r t ,

(Niillions of Dollars)

$3500

30ao

1500

| 000

500

Value)

Investment Secfion

t ,

2500

2Q00

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

rtscat Year EndeQ

GROWTH OF ,NyESf MENT IN9AME $ncluding, Reatized Security Gains And Losses)
Schedule lV
(Values in M,illions)

$250

'

200

1.50

1Q0

FN

0
I '

1982 1983 1.984 1985 1986 1987

Fiscal Year Ended

1991

School Emp[oyees Retirgmen,t System of Ohio

1988 1989 7990
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lnvestment,
Schedule V
DISTRIBIJTION OF PQRTFALIO AS'OF JUNE 30, 1991 (Market valug);
RAIES AF RETIJRIV FOR THE YEAR ENDED JTJNE 30, 1991

Real Estate 10.80/o +  1  . 1Vo

Short Term 3.6o/o +7,50/o

Common Stock 42.10/o+ 8.70/o

I
I

0,STR,BUT'ON OF PORTFOLTO AS'OF JUNE 30, 1986 (Market value);
RATES OF RETURN FOR THE FIVE YFARS ENDED JUNE 30, 199'

Real Estate14.60/o +3.00/o

Short Term10.60/o +7.90/o

Common Sfock 35.30/o + 11 .40/o

DISTRIiBUTION OF PORTFQLIO AS OF JTJNE 30, 1981 (Market Value);

RATES OF RETURN FOR THE TEN YEAR,S ENDED JUNE 30, 1991

Common Stock 23.80/o +14.90/o

Short Term 9.70/o +9 .10k

Real Estate 4:70/s +7.90/o

(eohred amounts are total annual
rates of return for that assef ciass)

;
Section

Fixed-lncome 42,7V0 +12,2V0

I

r Fixed-lncome 38.8o/o +9.40/o

Other 0.7o/o

Other Q.3olo

ed-!ncome 61 .50/o * 14.60/o

P ertormb,nce retarns ca'lculated
by Ronald A."KarP Assoc,

50 Schoo/ Emptoyees.Retirement Sysfem of Ohio



Investm.ent Sectfon

TOTAL FUND RETURN VS, HEALTH
(June 1981 th'ru June 19gI)

Schedule Vl .

CARE & CONSUMER PR'CES

1.984 1985 1986 1987 1988 7989 1990 1991

*; CPI
CPI - Medical Care

- SEFS lnvestment Return

x
* ,

c)
.9
{

$ 7

1 981 t 983

QUALITY OF OOMMON STOCKS (By Market Value),

Exhibit t

JUNE 30, 1991
\

af the sfocks owned by the Sysfem, the malortty fatt
within the top three quality grades as raled by Stan-
dard and Poor s Corporation with respect to the.
relative stability and growth of earnings and
dividends. The 2.1 percent in the.non-rated category
are eompanies whtch are not rated by Standard and
Poor's as a matter of poticy or because there is in-

' Quallty,
Rating

A+
A ,

A_
8+
B
6 -

u
Nat Rated

Percent
of Stocli

29.10/o
22.5
21 .3

7.5
4 .0 '
0.2

,  0 .Q
2 .1

suffieient data.
A+ Highest
A High
A* Above Average
B+ Average

tr HetQW AvSrAge
R'  I  nv t

C Lowest
D ln Reorganization

School Employees,:RetiremEnt System of Ohio



Investment Section
)P

TWENTr LARGEST COMTWON SrOCK HOTDINGS (By Market Value), JUNE 30, 199'l '

Exhibit ll

Company

Exxon Corp.
General Electric Co.

' 
lnternationa/ Buslness Machines Corp:
Phillip Morils Co.
Wal-Mart Sfores, /nc. I

du Pant (E.l) de Nemours & Co.
Merck & Co.

'Mobit 
Corp.

B ristol- M yers-,Sq ui b b Co.
American Telephone & Telegraph Co.

Johnson & Johnson
Chevron Corp.

-Coca-Cola Co.
" American Home Producfs CorP.

Minnesota Mining and Mfg. Cct. ,'
Amoco Co"rp.
American International Group, lnc'

,Procter & Gamble Qo.
Hewlett-Packard 'Qo.

Ameritech Corp.

MarRet
Shares Value

\ !

7ffi,20A $ 40,873,500
490,008 36,260,000
314,200 30,516,675
429,400 27,266,900, '

511,400 21 ,862,354
458,100 21 ,015,338
174,800 20,298,650
292,10Q 18,767,425.
237,280 18,448,520
477,000 ' 18,245,250
213,600 17,835,600
253,200 17,818,950 '

317,00A 17,276,500
256,200 ,15,275,925
155,500 14,558,688
263,400 13,334,625
154,625 13,027,1 56

, 156,273 . 12,Oet ,AZS
237,8A0 12,068,350
199,500 12,019,875

Vo Qf Stock
Portfolio

3.000/o
1 . . O O

2.24
2.00
1 . 6 1
1 . 5 4
1 . 4 9
/ . J O

t . J o

1.34
1 ? 1

1 . 3 1
L Z I

1, .1  2
1 . 0 7
0.98
0.96
0.89 

'

0.89
0.88

D,VERS,F,CATTON OF COMMON SIOCKS (By Market Value), JUNE 30' 1991

Exhibit lll 
,

Capital Goods 17.00/o

Miscellaneou$ 1.00/o

Transportation 1.30/o

I nterest Sensifive 20.7 o/o

' Consumer Cyclica[ 9, Bo/o

r.iu,gv 10.80/o

Basic lndustry 8.20/o

52

Consumer Staple 31.20/o
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BOA{D PORTFOLTO By SECTAR @y Par Value), JIJNE 30, lgs1

Exhibrt lV

Treasury Bonds 28.90/o

,/
Telephone Bands 5.70/o

Electric Utillty Bonds 11.89/a

Investment Secfion

l

Bonds 20,10/a

I ndustrial Eonds 22,20/o

Canadian Bonds 11.30/o

tsOND PORTFQLIO BY MATURIT.Y".(By Par Va,lue), JUNE 30, 1991
Exhibit V
lViit t,otns of Dotlars)

$375

300

2,25

150

75

0

6-1Q 1 1 -20

yElfis

21-300-5

n

I I -

T I I

I

'Scfoo] 
Employ,ees Retirenenf Systern of Ohio 6 ?



Investment Section

BoND PCIRTFOLIO

Exhibit Vl

. l

QIJALITY RAT'NGS BY MOODY'S
| \

(By Par Value), JUNE 3A, 1991

Att qf tfie bonds in the portfolio fall wtthin
the top thra)e grades of the'nine bo'nd
quality ratings established by Moody's
I nvestors Serviges, /nc.

57.50/o

Aaa

25.8V0
ia

16.7o/o
A

:
\

TWENTY TARGESI FIXED INCOME HOID,NGS (By Market Value), JUNE 30' 1991

t l

Exhibit Vll !

SecuritY

FHLMC MuttilamilY 9.000/o S;-t'gl

U.S. Ireasury Notes 8.50o/o 5'15-9V
Duke Power'1 0. 1 250/a 5'01'20
FHLMC Series 208 9.490/o 6'15-09

FHLMQ CMO M-5 8.6So/o 6'1'05

U.S, Ireasury Notes 9.250/o B'15'98

U:S. freasury Nofes 8.875o/o 7'15-95
' 

U.S. Ireasury Notes 8.8750/o 2'15'96 |
FHLMC QaP Deb B'800/o 10'27'99

U.,S. Ireasury Nofes 8.8750/o 11'15'97

U.S. Ireasury Notes 8.8750/o 5'15'00

Assoclafes Corp. 8.6250/o 6-15-97

U.S. {rea,sury Notes 8 000/o 10'15-gO ,
lJ.S, Treasury Notes 7'8750/o 7'15'96

' FHLMQ MQltifamily 9.000/o 6'15'97

FHLMC Serr'es 21D 9 250/o 6.15-07

Hydro-Quebec 1 0.Q00/s 2'1'09
FHLMQ Peft Aff 10 000/o 10'1-09

FHLMQ Part Cbf 10 SQo/o ?'1'19

FHLMC GMQ 12.4501s 9'15'09

Par Value
i' 1 ,

27,718,0s0 .$
25,000,000
21,000,000
19,940,000'  ,  ,
20,000,000
20,00Q,000,
20,000,.000
20,000,000
20,000,000
20,000,000
20,000,000
20,000,0a0
20,000,000'
20,0a0,000
18,217,242
18,Q00,000'17,000,00a'

.17,137,574
16,791 ,746
13,744,1QQ',

ilarket Value

28,618,866
25,5.62,500
22,'312,500
21 ,310 ,875
21,200,000
21 ,1 18,750
2Q,800,000
20,800,000
2Q,750,000
20,731,250
20,681,200
20,0s0,000
20,018,750
19,943,750
18,.809,302'18,720,Q00

18,1 10,312
17,715,967.
17,589,353
17,455,515

.. Vo Qf Fixed
Portfolio

2 1 %
4 h

. I V

I
1 A

t . c

/ . c

I ; J

L . e

1 q

7 t r
t . 9

. '  1 4
,  ' t

f  . 4 ,
1 4
4 ^

t . 9

1 Q
\  ,  t , v

4 A
,  t , z

1 .2
4 ^
L Z
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REAL ESIAfE PORTFOLIO BY PROPERTY TYPE (tncluding Commingled Funds), JIJNE 30, lggl

Exhibit Vlll ,

. f

Residential 3.50/o

Hotel/Motel 2,40k
'Other 

4.24/o

Retail 36.10/o
I nd ustrial/Warehouse I g. 1 o/o

REAL ESTATE PORTFOLIQ BY TYPE QF OWNERSH'P. JIJNE 30. 1991

Exhibit lX

r ' \ )

Participating
Mortgages 8,00/o

,  , / l

Sale/Leaseback 1 0.00/o

Commingted F u nds 50.3o/o

Fee Simple 31.70/o

f
{

't
I

School Employees Rettrement System of Ohio R q



Investment Section

PEFCENI OF REAL ESIAIE PORTFOLIA BY GEOGRAPHICAL LOCATrcN
(tnctuding Commingled Funds), JUNE 30, 1991

Exhibit X.

West18.20/o

14.20/o

TEN LARGESI REAI ESIAIE',HOLDTNQS @y Market value), JUNE 30, 1991

Exhibil Xl

ProPertY ' :,

Prudential Realty GrouP'PRISA
rVCNE-reea/ Estate Fund

Equitabte Real Estate'Hawaiian Properties

Equitable Real Estate'Printe Properties Fd"

Morgan GuarantY Eeal Fsfate Fund

BB Easf Brciad Building , '

Tech Park & ShadYview Warehouses

Metro Center V--
Frestige Plaza
Prudential RealtY GrouP'PRISA ll

Location

Nationwide
Southeast

Hawaii
Nationwide

' 'tvaflonwide
' 

Colimbus, QH
Eden Prairie, MN

Dublin, OH
Dayton, AH
Nationwide

'Estimated

Market Value

$  54 ,162 ,11Q
35,s00,417
25,709,232
25,416,242
23,464,295
21,20Q,000
20,090,000
16,480',000
10,445,000
9,922,830

o/o Ot Real
Estate Portfolio

15.70/o
10.2
7.4
7.4
6 . 8
6 , 1
c . o
4 . 7
3 .0
2 .9
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Investment Section

INVESTMENT POt'CY
' This lnvestment Paiicy was adoptei by the Scftool

Employees Retirement Baarcl Of Ohio at its Au)ust 2,
1985 meeting and reyr'sed on April 7, 1989.

A. P.urpose

The purpose of this. Statement of lnvestment P'olby is
to define th.e Retiremen,t Botard's investment
philosophy and objectives for the Schoo/ Employees'
Retirement Syslem of Qhio. This statement sets lorth
policies and describes fhe organization and division
of responsibilities to prudently implement the"BoArd's
philosophy and objectives in accordance wilh Sec-
,tron 3309.15 of the Ohio Revised Code. lt also
esfabl'shes the framewark and specific objectives to

.rfionit\r investment performancie and piomote effec-
tive communication between the,Board and lhe ln-
ve.stment Snff a1d lnvestment Managers. 

.
The eontents of this Statement of 

'lnvestrnent 
Policy

and the associafed Guidetines and Qbjectives are
subject to change at any time by the Board. The
Stgtement will be reviewed and revised periodically
lo assure that it continues fo reflect the attttudes, ex-
pectations and objectives of the Board.

\
B. Background

The Schoot Emptoyees Retirement Sysfem of Ohio ',

was esrab/ished by the state legislatur.e to provide'
retirement and disability benefits for all non-
certificated pefsons employed by the state s schoo/
.dr'stricts. This purpose is sustained by the member .
and employer.contributions and returns realized from ,
inveslment of those contributions.

Ihe Sysf6m is governed by-a'seven member Doard,
inclucling the Ohio Attorney Generaland Sfate
Auditor, with responsibili|y for the investrnent function
as sel forth in the'Ohio Fevrsed Code'. tn addition to.
the investment functton, the Ohio,Qevised Code a/so
sets forth the fidaaiary responsihility of the Board and
of rther llduciales in discharging ther duties with
respect to the fund. Ihr's Sfalement of lnvestment
Policy incorporates and is subject to all restrictians,
guidelines and obligations sef forth by the Ohio
Revised C.ode.

C. lnvestment Philosophy

Frsk Posture
' The Board realizes that its primary objective is to

assure that the Plan meetits responsibilities for
providing retirement and other benefifs. Therefore,
it shall always act fo assure that the leve! of rnvest-
ment risk in the |ortfotio shall be prudent and
shall not jeoBardizq that primary objective.

Return' 
The Board.bltieves, how.ever, that over the tong-
term there exisfs a retationship between the level
af investment risk taken and rate of inuestment
return realized. The Baard feets that assumption of
a moderate level of iisk assocra{ed with in-
yeslmenfs is reasonable and justified.in order to
e n hance ptotenti al I ong-te rm investment iesuits.

Divergification
The Board seeks diyersification by assef c/ass and
by investment approachrand individuat in-
yesfrnenfs wlhrn assef e/asses to reduce overall
portfolio risk.

Liqu id ity Req u i reme ntg
The System anticipates positive cash flow overihe
near-term and intermediate-term.' Liquidity, far the
purpose of imniediate and intermediate-term
benefit payments, is therefore not a major'con-
sideration in the investment of funds for the
foreseeable future.

D. lnvestment Objectives '

ln defining investment objectives the Blarcl seeks fo
enhance the invesfment returns of the fund in order
to permit higher benefits and to achieve /ower cosfs,
Therefore, it adopts the following general investment
objectives:

Pe rfo rrn anee O bjectives
A. Maximize Total Return on Assefs: Recognizing the

Sysfem's obligations will increase as a result of in-
flatio-n, to maximize the total return on assefs
available for the provision of benefits while
operating in accordance with applieable regulatory
restrietians and within prudent parameters of 

'risk. 
,

B. Pres1rvation of Principal: To proteet the System
from severe deprdciation.ln assef value during

Schoo/ Employees R,etirement SVgtem o! O.lli.o 57
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I NV EST M ENT PO U CY' (Co ntin ued)

O. lnvestmetnt QUiectives (Continued)

Performance Oblectlves' (Continued)

adverse market conditiotns. This obiecttve shalt be
attained by broad diversification of assefs and by
careful review o-f risks, !

C. Con petitive Resu/fs: To' ach'i eve' i nv estment resu/ts
. earitpetitive with those of the broad market'and of

similar funds. Long'term resur/fs shall be
emphasized. ,

I ' ISK :

A. Stability: While the Board seeks hlgher long'term

. investment resu/ts, it a/so seeks to avoid maior
. fluctuations in year-tq'year results.

B. Rlsk Levet: The Board seeks to maintain a'readonable 
degree of iotal portfolio risk, defined

as that which would be experienced by similar
retirement systerns.

Other Obi,ectives

Ohio lnvestments: Where investment
charaeteristics, inctuding return, risk'and liquidity'
are equivalent, the Board will give careful con'
sidera,tlon to investmeits which witl have a positive

impact on the economq of Qhio.

E. Implementation APProach

ln order to monitQr and control the activ.ities within

.the investm ent funetion, the Board has reserved cer'

tain responsibilities foritself. lt has also delegated
certain responsibilities to fhe lnvestment Staff, to'
organizations servlng as Investnent Managers and,.
from time to time, to other bonsu/tants or advisors' i

These are enumerated in Section F, lnvestment
OrBanization and Responsibitities',

I

ln fulfulting its flduciary du{ies,' the Retirement Board
employs a cQmpetent and qualified lnvestment Staff
ni tne mundgui,rent of the malor portion of portfotio' 

'

assets, ln thos6 areas where specialized.expertise is '
required, ttle Retirement Board employs lhe servtces
of outside lnvestment Managers'

The Baard has a/so established a reporting process
for regular and timety review and evaluation of invest-

ment results. Ihr,s is described in Seetion G, Beview
and Evaluation. Finptty, the Board has adopted ln-

- vestment Guidelines and Objectives for each assef '
c/ass and qach investment management aecoantabili
ty unit within those assef c/asses. Ih6se 'guidelines

aiso spect/y long'term target ratios for asset alloea'
tions, 4s well as permixible ra'ft€les related to thase
target alloeatrbns. Ihese guidelinee and obiectives
are regularly evatuated and ilpdated'based on

' market conditions, investment resu/ts and the recom-
mendations of the lnvestment Staff, lnvestment
Managers and other consultanis eir advisors.

F. Investment Qrganization, and Responsibilities

Responslb itities of the hetirement Board

The Re.tirement Bsard recognlzes its responsibility to
ensare that the assets of the Plan are managed ef-
fectivety and prudently, in full complianc.e with all ap'

- plicabte laws, and for the exc/usive benefit of par-
. ticipants and beneficiaries. The Board believes it can

bqst, nanage those.responsibilities by delegqting cer-
taln specific duties to others, as-desclbed below.'ln
addition, the Board may dedgr{ab certain of its
members to act as an investment Committee.or a

' Subcommittee from tirne to tlme, and may delegate
. certai n d ecisiotn - m aki ng o r f act-find i ig r esponsi b ilities

to that comrhittee or subcommittee.

Specific responsibitities of the Retirement Board or iti
lnvestment Committee or S,ubcommitfee are as
follows:

A. Ensure that all fiduciaries compty with the Onio
Fevr'sed Code and any other applicable regula'
tioni and legislation.

B. Establish investment poticies, guidetines and ob-
jectives for the assets'of the Plan and csm'
municate thena to' the tnvestmerit Staf and 'lnvest'

' , ment Managers.

C. Appoint apd discharge lhose with responsibility for
managing ihe Flan's assefs, including investment
managers, consu/fanfs and any others involved'

D. Fequest, receive and review reports fiom the tn'
vestrnent Staff and /nveslment Managers.'
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INVESTMENT POLICY (Cgntfn.uedJ
i-

F, lnvestment Qrganization and Responsibilifies

. ' (Cont inued)
Responsibilitr'es of the Investment Staft

The lnvestment Staff, headed by the Executive Direc-
tor and fhe Assnlant pireotor for lnvestntents, shall
aecept the followin.g responsibilities. Ihe Executive
Director shall:

A. Qb'tain necessdry reportb on the investment resu/ts
of the Plan's assef.s\on a timely basr's as ipecified
in Section G, Review and Evatuation.

B. Retain any consultants or,adylbors deemed
necessary or desirable for asslstance in the lnvesf-
ment of P/an aspefs, and for meeting his
responsibilities.

C. Oversee the investment function. '
' 

Ihe Assistant Duector fotr lnvestments sha// accepf
t h e f o I I ow i nQ responsiblrfies;

, A. Administer the,policies, guidelines and objectives
adopted by the ffetirement Board"of the School
Employees Retirement Sysfem of Ohio in com-

-pliance with the relevant sections .of the Ohio
Fevr'sed Code.

B. lnform and commuhicate to other Ptan fiaibiaries,
including.all lnvestment Managers, the re-
quirements of the Ohio Fevrsed Code and the
policies, guidellnes and objectives adopted by the

' Retirement Board, a'nd. msnitor their compliancq.

C. Prepare annuatty an Annual Plan for the invest-
mient of the Plan's assefs with regognition of the . .
ta.rget asset mix ratios and the permissible ranges

. for assef a//ocafion esfabiished by the Board,

D.lmplement the Annuat Plan, exercising the' 
judgments atlowed by the Board as to fhe asse/
allocation ranges for tha! yea(.

' E. Report to the Board or its tnvestment Aommittee
any intra-year ehanges in the Annual Plqn or in

' thA policy, guidelines or objectives wnich the tn- '

vestment Staff deems desirable or whieh are
t reeommended by an lnvestment Manager or other

consu/fanfs or adviso.rs.
' F. Oversee the activities of the livestkent Siaff.'

-  
t '

. \ ]
Responsibilifi'es of the lnvestment Managers

' Each lnvestment Maiager, inctuding tnvestment Staff
v.vrth respeet to internally managed assets, sfia/l ac-
cept the fpllowing responslbi/ities'for the specified in-
vesfmenf management. accou ntabil ity u nit w h ich it

'manages.

A. Manage fhe assefs within'its control in'compliance
with the relevant secfions of the Qhiq Feyised
Code and with the po/r'cies, guidelines and objec-
fives adopted by the Retirenent Board.

- B. Exercise investment discretion within .the
' guidelines and objectives specifled, inctuding deci-
srbns'to buy, holct sr sellsecunlr'es based on the' manager's current investment strategy and outtook
and compatible with such,opjectives.

C. tnform the Retirement Botard or fhe /nvestment
Committee of any subsfanfia/ changes in invest-
ment strategy, portfotio structure, value of assets,

. and of any organizational chahges, including that
of ow ne rsh i p, affi I i ati o n, o rg an izat i o n al stru ctu re,

I financial eondition, or changes.rn professional per.
sonnel sta'ffing the investnent management
ornanizafinn

D. Prepare reports forthe Board or lnvestment Qom-
mittee prior to any scheduted meetings but at
/east on a quarterly basis,.

E, Recommend to the Board or lnvestment Commit-' 
fee any changes in poticy, guidetines or objectives
which the lnvestment Manager believes to be 

'

desirable.

.G. Review and Evaluation

The Board shatt review and evaluate periodic reports
en fhe investment resu/ts of the. Plan's assets, as
described below, obtained, by ine Executtve Director.
ln addition, the Board shall review the periodic "

reports of each lnvestment Manager. /n these
reviews, it is intended that greater emphasls shall be
givei ta lorlg-t&m resuifs' than .to shoft Erm results.
Following is the'intended frequency for the review
and evaluation,.although these m.ay be altered by' 
the Board as deemed necesiary:
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,fVYESIMENT POU9Y (Continued)

G. Review and Evaluatio.n (Continued) '

QuartertY

Summary tnvestment Reports - inctuding
hightights and eommentary of investment perfor'
manee, assef composifion and holdings for eaeh
asset c/ass and each investment management ac'
cguntability unit. These reparts shall identify any -

/esutts whieh require the attention of the Board'

' investment Manage.r Fepo'rfs * prepared by the
' manager of eaah investment management aacoun-

tability init, reporting on the resu/ts of the most re'
cent period.

'Annually

Detailed annua! investment rcBorts - these
reaorts witl inctude'the contenfs of the quarterly
summary reports, as we1/ as additional detail',
regarding the investmenf resy/i-s for each rnvest'
ment management aecountability unit. -

Written and/or verbalreporfs presented by the
ffiil:O^Qer Of each investment management accoun-
tabitity unit, These shall be scheduled on a slag-

.gered basislihroiughout the year, as determined
appppriate bY the Board.
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Plan Summary

Purpose

The Sehool Employees Retirement System of Ohio
was estab/rshed in 1937 by the state legislature to
provide retirement and disability benefits for all non-
certificated persons employed by the sfafe's 766
school disfncfs. This purpose r's susfained by the
member and employer contributions and the income
realized from' investment of those contributions.

4dministration

The functionlng ol SERS rs supervised by a seven
member Board whtch wsrks rn conjunction with the
Sysfem's Executive Director. Four of the seven Board
members are elected by the general membership
(those who contribufe lo SERSJ and one is e/ected
by retirants. The Ohio Attorney General and State
Auditor, by virtue of their elected office, serve as fhe
remaining two Board members in an ex officio
capacity.

The Executive Director is appointed by the Board.
Ihis person oyersees the admtnistrative operation of
the System, and is aided by five directors. Their
areas of responstbility are finance, rnvesfmenfs,
member services, planntng and development, and
management i nformation seryices.

Emplaye r Participation

The school employers served by SEFS include public
schoo/s within the state s cities, villages and counties,
as well as localdisfrbfs, vocational and technrcal
schoo/s, and The University of Akron.

Employers contribute fo SEFS at the rate of 14.00/o of
payroll. Some emplolers pa lhe Sysfem directly on
a monthly, quarteily, or annual basis, while others
make payments throagh participation in the Qhio
Department of Education's Schoo/ Foundation Fund.

ln addition to forwarding appropriate contributton
amounts lo SEFS, if r's fhe respansibility of the
employers to supply SFBS wifh new membership
reeords, members' contribution information, and any
data needed at the time of a member's application
for benefits ar refund of deoosits on terminatisn of
employment

Em p loyee Pa rti ci pati o n

Membership n SE,qS is divided into several groaps
based on the activitv of a member's SEBS account,

Member groups are:

Active Members * Ihese are persons currently
emplayed by a school employer. Membership is
required far most employees working in a posi-
tion that does not require certification by the
Qhio Department af Edueation. Ihese persons in-
clude clerical workers, maintenance personnel,
bus drivers, food service workers, playground
supervisors, dafa processing personnel, etc. Two
exceptions to the membership requirements are:
(1) Persons with student status within a school
district may choose to become members of
SEBS. f2) Persons retired from one of the other
Ohio state retirement sysfems may not become
members ol SEFS. Active members have an
amount equal to 9.00/o of their earnings
deducted from their gross sa/aries for each
payroll period. These amounts are then forward-
ed fo SEFS by the payroll officer, and applied to
the member's account at SERS.

lnactive Members - Ihese are persens who
have contributions on deposit with SFBS, but are
not currently employed by a school district in the
state of Qhio.

Retired/Disabled Members - Ihese are per-
sons who have either (1) met the age and ser-
vice requirements for retirement from service; or
(2) become eligible to receive benefits as a result
of an injury or /iness that prevents the member
from performing regularly assigned duties.

Members' Survivors - When a member dies
befsre retiremen[ the qualified beneficiaries
become eligible for monthly benefits from SEI?S.

Refund ot eonffibutions

A member is entitled to a full refund of contributions
wfh SE?S upon terminatian of sehool employment.
Qnly the money the member has contributed is
refundable.

ln accordance with Qhio Revised Code, there is a
90-day waiting period after the member's last day of
service before the refund can be paid. A refund
cancels any claim to benefits offered by SEfrS.

The refunded amount, p/us interest, may be

A.

B.

c.

D,
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redeposited if, at some later date, the member
returns to schoolservice or to any other pablic ser'
vice with fhe slafe of Ohio' This purehase may be
made after the member has been eredited with 1'5
years of cantributing serYice.

Service Retircment

Members may retire from school employment if they
have attained one of three combinations of age or
service:

1. Five years af servrce and age 60, or
2. Twentylive years of service and age 55, or
3. Thirty years of servrbe at any age'

A member's age is defined to be the actual age a
person has reactted on the day of retirement' Any'ehange 

of the date of birth on our records must be
subsiantrated by submitting proof of date of birth to
rhe sysfem.

Service Credit

Service credit is the actual number of years or frac-
tion thereof a person worked within a school district
or dr'stricts in Ohio schoo/s, plus any other free or
purchased service the System recognizes'

Free service r's service for which no contributions are
required. This inctudes military servlce performed
while on leave from the school district;service with a

schoolsystem before establishment ol SE'?S in 1937;

or service granted for a period (three years or /ess)
spent off the distflcl's payroll while drawing state
worker's compensation for a school iob'related
accident.

Purchased service is servlce for which payment plus

interest is required. The interest rate is 7'50/o' Service
must be purchased before the date of retirement if it

is lo be considered in calcutating the member's
benefits. Payment may be made in a lump sum or tn
multiptes of one month or mQre so long as the com'
plete amount due is tendered before retirement' The

rypes of service that ean be purchased are:

Mititary * A member may purchase up to five years

of eredit in SFFS for active service in the armed
forces of the U.S' Ihere is no restriction placed on

time e/apsed between schoo/ employment and the

time spent in the military. A member may purcnase

additionat serviee eredit if the military service inoludes

prisoner of war time. Purehased credit may not De
greater than the member's aatual Qhio school
employment credit.

Federal, Qther State, Or School Service - The
member may purchase eredit for service rendered in

a school or government position outside the State of
Ohio" The service cannot be greater than the
member's SEFS servlce nor Qan it exceed five years'

Retunded Service - Service /ost due to the pay-

ment of a refund may be resfored after the member
has returned to work and accrued 1'5 years of ser-
vice covered by SERS, SIRS, PFFS, PFDPF, or
SHPRS, An interest charge is payable in addition to
the restored funds.

Computsory Service * Ihl's ls service for which the
mem-ber shoutd have made contributions while work'
ing, but did not, for whatever reason. The full
amount, plus interest, must be paid before retirement
benefits are granted,

Qptionat Service - This is service during a period

inen tne member was given a choiee of contributing
or refraining from doing so' ln order for the memher
to purchase this credit, the employer'school district
must /ikewise make lts contrlbution, and the
emptoyer is under no obtigation to make payment'

Leave Of Absence - A member returning to work
after a period of authorized leave may purchase ser-
vice credit for the period involved. As with optional
service, an emplayer contribution is required for this
service to be granted, but the employer is under no
obligation to make PaYment.
A member who has contributions not only at SE'?S,
but atso at Stafe Teachers (Si,qS) or Public
Emptoyees (PEFS) Retirement Systems is eligible to
reci,eive transferred credit from either or both of those
systems. Any service which is nat concurrent with
(served at the same time as) SE9S service will be in-'cluded 

in determination of retirement benefits'

Early Retirement Qredit

Employers may purehase up fo five years of service

cre,dit for their eligibte employees under an early
retirement incentive plan authorized by 1983
legislation,
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Adoption of a plan is optional and only employers
may purchase such credit.

Benetit Qalculatlon

The final average salary is the average of the
member's highest three years of earnings while in
the school serviee.

The benefit amount is calculated in this way:

The final average salary amount is multiplied by
2.10/o to determine the value of a year of service
eredit. This value cannot be /ess than $86. /f it is,
$86 rs used, The value is then multiplied by the
number of years of service credit. This calculation
yields the annual retirement benefit amount for a per'
sen who has reached age 65 or who has 30 years of
service at retirement time.

For "early retirement" (the member is under age 65
or has /ess than 30 years of service) there is a cor-
responding peroentage of decrease in the required
benefit amount to allow for an extended period of
retirement. Reduction factors are required by Qhio
state law and set by the Board as recommended by
the actuary.

Retirement Opfions

Should the retiring member wish to provide a benefit
amount for a beneficiary upon the retiree's death,
this may be done by the selection of one of the op'
tional retirement p/ans provided for tht's purpose. Op-
tional plans may be altered by the retired member
should the beneficiary die before the retirant or in the
event of a divorce, with consent of the ex-spouse.

Disability Retirement

A member prevented from performing regular duties
on the job after incurring an injury or illness and
before reaehing age 60 may apply for monthly
disability benefits. To qualify, the member must have
af least 5 years of service credit. ln addition ta the
age and service requirements, the member must:

, Have developed the disabling i//ness or injury
afte,r last becoming a member ol SERS;

o Have been reeommended for approval by a
SERS-sponsored medical revlew board;

c Have applied for benefits within 2 years of the last
day of service with the school district;

o Not have withdrawn eontributions or retired on
service retirement.

The benefit is ealeulated in the same way as a
regular service retirement benefit, except that no
reduetion is made for being under 65 years of age.
SERS granfs free credit for each year between the
member's date of disability retirement and age 60.
Benefits range from a minimum of 300/o of final
average salary to a maximum af 750/a and are
granted as long as the member remains disabled
(subject to re-examination) or until death,

Death Benefits

The designated beneficiary of any SERS retrTant w/1
receive a $500 lump sum payment upon the
retirant's death. lf there is no beneficiary, payment is
made to the person responsible for the burial ex-
penses or ta the retirant's esfafe,

Survivor Benefits

Qualified dependents of a deceased member may
apply for monthly survivor benefifs. Such benefits are
payable if the member had at least 1B months of
Ohio service credit, three of which were served in the
2.5 years prior to the member's death, or if the
member was receiving a disability benefit.

If the member was eligible for service retirement but
had not yet applied for benefits, the surviving spouse
or other single dependent benefieiary of any age can
draw a monthly lifetime benefit known as the joint
survivor option. Duratton of survivor benefils depends
pilmarily on the aqe and maritalstatus of the depen-
dent(s).

Health Care and Other Benefits

Eligible benefit rectpients receive medical insurance
from SEFS. Coverage /or a spouse and/or depen-
dent children can be provided by means of a month-
ly deduction from the benefit. Coverage is offered
by the selection of the Aetna insuranee company, for
fhose persons in the Cleveland area, the Kaiser
health plan, or for those in the Mailon area,
HealthOhio, lnc., or for those tn the Central Ohio
area, United Health Plan.

lf the benefit recipient participates in Medicare B,
SEFS reimburses fhe recrpient $24,80 per month.

An optional prescriptton drug program is available to
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benefit recipients of SFFS and their dependents who

are covered under the Aetna health care plan' Par'

ticipants may either choose ts obtain prescription
drugs from their tocal pharmacy and receive reim-

bursement from the Aetna health care plan or they
may elect to receive the drugs by mail from a
Iicensed mail order pharmacy for a minimal fee per

medication.

Members retiilng after June 1, 1986 must have 10 or
more years of service credit to qualify for the health
care benefits.

Members retiring on and after August 1, 1989 with
/ess lhan 25 years of qualified service credit pay a

partion of their Bremium fsr health care' The portion
ls based on years of service up to a maximum of
75Vo af the premium.

Cost of Living lncreases
After 12 months on the benefit rolls, and each year
thereafter, SErBS retrrants are entitled to an aatomatte
cosf of tiving increase of 3o/0, provided the Qonsumer
Price lndex shows a 3o/o gain over the previous year'
Ihis increas e will be paicl eaeh year by the Betire'
menf System untit the accumulated excess cosl of
living points fall betow 3o/0. ln addition, the legislature
has granted several permanent ad hoc increases to
SEIQS relrlees, the /asl such increase being in 1988.
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