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Certificate of
Achievement
for Excellence

in Financial
Reporting

Presented to

School Employees
Retirement System of Ohio

For its Comprehensive Annual
Financial Report

for the Fiscal Year Ended
June 30, 1994

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers

Association of the United States and Canada to
govemment units and public employee retirement

systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in govemment accounting

and financial reporting.
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SCHOOL EMPLOYEES RETIREMENT SYSTEM
45 North Fourth Street . Columbus, Ohio 43215-3634' (6L4) 222-5853

December 20" L995

PRESIDENT AND MEMBERS OF
THB RETIREMENT BOARD:

Dear President and Members:

We are pleased to submit to you the

comprehensive annual financial

report of the School Bmployees

Retirement System of Ohio (SERS)

for the fiscal year ended June 30,

1995.

The report is divided into six sec-

tions: an Introductory Section which

contains a Letter of Transmittal,

along with the identification of the

administrative organization,

Certificate of Achievement for

Excellence in Financial Reporting

and a summary of federal and state

legislation affecting the System over

the past year; e Financial Section

which contains an independent

accountants' report from our certified

public accountants, Coopers &

Lybrand, L.L.P, and the financial

statements of the System; an

Actuarial Section which contains a

letter expressing the opinion of our

consulting actuaries, Gabriel,

Roeder, Smith & Company and

results of their annual actuarial valu-

ation; a Statistical Section which

includes significant data pertaining

to the Systeml an Investment Section

which includes the investment report

and schedules of portfolio activity for

the past year; and a Plan Summary

Section which provides a concrse

explanation of the various benefit

plans which we provide to our mem-

bers.

SERS is a cost-sharing multiple-

employer public employee retire-

ment system established by the Ohio

General Assembly in1937 to pro-

vide retirement benefits to employ-

ees of the Ohio public schools who

are not required to possess a certifi-

cate in order to perform their duties.

Benefits provided to participants in

SERS include age and service retire-

ment, disability benefits, survivor

benefits, death benefits and post-

retirement health care benefits. For a

more complete description of

employees eligible for membership

in SERS, as well as benefits provid-

ed upon retirement, disability or

death, please see the Plan Summary

Section on page 58.

Econourc Et'MRoNMsNr
The financial markets were a study

in contrasts during SERS' fiseal year.

For the first six months we saw rising

indicators followed by slight cor:rec-

tions as analysts and investors wor-

ried about Federal Reserve actions,

in{lation, recession and soft land-

ings. Then, attention turned to the

Dow Jones Industrial Average
(DJIA), which after several flirtations

closed above 4000 on February 23.

Rom there it seemed that nothing

could stop the stock market, as it

closed at 4556.10 on June 30,25Vo

above its close on June 30, 1994.

The rally has been fueled by tech-

nology stocks, followed by banks,

insurance companies and securities

firms which have benefited from

falling interest rates. It took nearly

four years for the DJIA to rise from

3000 to 4000; nine months later it

had risen to 5000. The bond market

also rallied from a dismal 1994 when

interest rates, after peaking in

November, began to decline. These

strong markets have provided SERS

with an excellent rate of return for

1995, strengthening our asset base

and enabling us to make progress

toward reducing our funding period.

Muon lxIrnnvss
After an extensive asset allocation

study last year, the Board in

September authorized certain
changes to SERS' investment policy.

The changes are intended to

enhance the long term return of the
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portfolio in line with changes autho-
rized last year by the Ohio General
Assembly. Policy changes include
increasing domestic equity allocation
to 45Vo of the portfolio, adding a
IOTo allocation to international secu-
rities, and reducing the fixed income
allocation to 287o. In addition, the
long term performance objectives for
each asset class were adjusted. For
instance, the equity benchmark is
now the Russell 3000 instead of the
S&P 500. To this end" we converted
our equity portfolio in November to
passively managed commingled
equity funds chosen to replicate the
Russell3000.

During fiscal year 1996, we will
retain active managers for the equity
and fixed income portfolios to add
value and diversification to SERS'
total fund. We will also seek to
reduce our fixed income investments
and increase real estate to enable us
to attain the long-term target ratios
adopted by the Board in 1994.

The project to develop a new auto-
mated benefit payment system con-
tinued in 1995 and based on our sur-
vey of public employee retirement
systems nationwide, we visited two
as part of our evaluation to make or
purchase an automated benefit sys-
tem. Although we found a close
match in one system, we have decid-
ed to develop our own application.

Our health care program for retirees

has been under constant scrutiny for
the past ten years. We have made
many changes to it along the way:
increasing employer contributions
for funding, raising deductibles,
requiring that retirees pay part of
their insurance premium and setting
up a managed care program.
Although expenses have moderated
from the double digit increases of the
past, it was clear that we could not

continue to fund health care on a

level cost basis in the future. Thus

the Retirement Board decided to
institute pay-as-you-go financing
with the target level of the health

care fund to be maintained at or
above 125 per cent ofhealth care

expenses. Financing of the health

care fund comes from the remainder
of the employer contributions after
the level funding of basic benefits

and the health care surcharge col-
lected from employers for employees

earning less than an actuarially

determined minimum salary.

Amnrs
The Government Finance Officers
Association of the United States and

Canada (GFOA) awarded a
Certificate of Achievement for

Excellence in Financial Reporting to

SERS for its comprehensive annual

financial report for the fiscal year

ended June 30, 1994. The
Certificate of Achievement is a pres-

tigious national award recognizing

conformance with the highest stan-
dards for preparation of state and
local government financial reports.

In order to be awarded a Certificate
of Achievement, a governmental unit
must publish an easily readable and
efficiently organized comprehensive
annual financial report, whose con-
tents conform to program standards.
Such reports must satisfy both gener-
ally accepted accounting principles
and applicable legal requirements.

A Certificate of Achievement is valid
for a period ofone year only. SERS
has received a Certificate of
Achievement for the last ten consec-
utive years (fiscal years ended l9B5-
1994). We believe our current report
continues to conform to the
Certificate of Achievement Program
requirements, and we are submitting
it to the GFOA to determine its eligi-
bility for another certificate.

SERS received the Public Pension
Principles Achievement Award from
the Public Pension Coordinating
Council for1994. The purpose ofthe
Achievement Award is to promote
high professional standards for pub-
lic employee retirement systems. It is
based on compliance with twenty
specific principles that underline
retirement system achievements in
the areas of benefits, actuarial valua-
tions, financial reporting, investing
and disclosure to members. The
award remains in effect for one year.
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Accoulrnrc Svsrnu rin Rnponm
These financial statements were pre-

pared in accordance with generally

accepted accounting principles of

governmental accounting and report-

ing as pronounced by the American

Institute of Certified Public

Accountants and the Govemmental

Accounting Standards Board. The

financial statements are the respon-

sibility of SERS' management. Our

internal accounting controls are

designed [o ensure the security of

member and employer contributions,

to assure responsible safeguarding of

our assets and to provide a degree of

reliability to all our financial

records.

0pnmnrc Rnvnnun
(Exrnnssnu IN MItuoNs)

The principles promulgated by

Statement No. 6 of the National

Council on Covernmental

Accounting are used in the System's

accounting and subsequenl" reporting

of financial activities. The accrual

basis of accounting is used to record

all financial transactions. Gains and

losses on sales and exchanges of

investments are recognized on the

transaction date. Investments in

fixed-income securities are reported

at amortized cost; discounts and pre-

miums are amortized using the con-

stant yield method. All other assets

are reported at aost. All investments

are subject to adjustment for market

declines determined to be other than

temporary.

Incnrmn Incnnmn
AMoUNT Pnncnnum

Fnrurull Htctl,lcurs
The financing of retirement and

health care benefits is derived from

employee and employer contribu-

tions and through investment earn-

ings. Revenues from employee and

employer contributions were $f33.9
million and fi227.7 million, respec-

tively, while income from invest-

ments totaled $786 million. The

employee and employer contribution

rates during fiscal 1995 remained

unchanged from the prior year ar 97o

and.I47o, respectively. As noted

above, SERS'equity portfolio was

liquidated in November; the net gain

realized was $578.6 million.

1995 RnvnNun

Employers (19.8olo)

Employees (11.7olo)

Other (0.2olo)

1995 Expmsns

Administratlve (2.5olo)

Retunds (4.5%)

Health Care (22.6%)

MemberContributions........... 133'9

Employer Contribution$ ......... 227.7

Investment Earnings 786.0

0 ther . . . . . . . . . .  2 .7

Retirement Payments

Health Care Payments ........

Refunds

Administrative Expenses ....

O the r . . . . . . , . . .

Tota l . . . . . . . . . . .

r995 r994

fi272.7 ffi253.7
BB.3 85.5
r7.7 13.9
9.9 10.0
2.9 2.7

$128.2 $5.7 4.47o
216.4 r1.3 5.2
300.4 485.6 16r.7

2.0 .7 35.0

$19.0 7.570
2.8 3.3
3.8 27.3
(.1) ( l .o)
.2 7.4

150.3 $647.0 $503'3 77.87o

0punerne Expnnses
(Exrnnssur IN MIILIoNS)

L99s 1994
Incnnesn Incnnmn
Auounr Pnncuntlcr

$391.5 S365.8 fi25.7 7.0Vo
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Expenses are incurred primarily for

the purpose for which SERS was cre-

ated, the payment of benefits.
Included in the total expenses for

fiscal 1995 were benefit payments,

refunds of contributions due to mem-

ber terminations or deaths, transfers

of contributions to other Ohio
Systems to provide benefits for those

members who had membership in

more than one $ystem, and adminis-

trative expenses. Health care

expense increased 3.37o versus last
year's decrease otI.BVo. 

'While

claims paid by our primary carrier
feil, they were offset by the rise in

payments to our mail order prescrip-

tion provider. Refunds grew 27.57o
versus the L994 increase of just

3.OVo. This represents increases in

both the number and dollar amounts
of refunds paid. The increase in

retirement payments resulted from

the growth in the number of benefit
recipients.

Fuuutllo ANI) RISERYES

Funds are derived from the excess of

revenues over expenses, and are

accumulated by SERS in order to
meet cunent and future benefit

obligations to retirees and beneficia-
ries. The higher the level of funding,

the larger the accumulation of assets

and the greater the investment

income potential. Net income for the

fiscal year 1995 resulted in an

increase in the fund balance of

$758.8 million.

The actuarial valuation for funding

purposes, dated June 30, 1995,

reflects an unfunded accrued liabili-

ty for benefits of $I,529 million.

This liability represents the differ-

ence between the eomputed actuarial

accrued liability to be paid members

and retirees and total valuation

assets for basic benefits. The

unfunded accrued liability is being

amortized in an orderly fashion over

future years. The pension benefit

obligation, a standardized disclosure

measure of the actuarial present

value of credited projected benefits,

was $5,755 million for basic benefits

as ofJune 30, 1995. The employer

contribution rate of I47o is allocated

by Board poiicy between basic bene-

fits and health care. To provide addi-

tional funding for post-retirement

health care benefits, employers pay a

surcharge for members whose salary

is less than a minimum amount.

Additional information regarding

funding is provided within the

Actuarial Section (pages 32 to 38) of

this report.

Invnsrmnnrs
SERS invests the accumulated funds

in order to maximize both current

income yield and long-term appreci-

ation. For the fiscal year ended June

30, 1995, investments provided

6B.3Vo of the System's total revenues

while employee and employer contri-

butions provided LL7Vo and19.B7o,
respectively; other sources account-

ed for the remaining .27o.

The market value of the investments

of the System was $4.531 billion at

June 30, L995, an increase of$617

million from the previous year. For

the last ten years, SERS has experi-

enced an average annualized return

of IO.47o. At June 30,1995, the car-

rying value of our investment portfo-

Iio was structured as follows: 34.7Vo

in debt securities; 52.47o in equity

securities; 7.67o in short-term

investments; and.5.37o in real estate.

The primary objective of our invest-

ment policy is to assure that the

System meets its responsibilities for
providing retirement and other bene-
fits. The portfolio is diversified to

provide adequate cash flow and the
highest possible total return on

System assets with the least possible

exposure to risk. Statutory provisions

also serve to limit risk (and return)

within respective asset classifica-

tions. Details of portfolio composi-

tion, rates of rdturn, and additional
information concerning our invest-

ment policy and operations are pro-
vided on pages 44 through 57 of this

report.
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Furunn Pnospncrs
As certified by our actuary in this

report, SERS is being maintained on

a financially sound basis, thus pro-

tecting future benefits for partici-

pants. We anticipate that investment

earnings on System assets will con-

tinue to meet or exceed actuarially

assumed earnings rates. The

System's goal is to maintain eontri-

bution rates, expressed as a percent-

age ofpayroll, on a level basis and

provide for the amortization of

un{unded accrued liabilities over a

reasonable period.

System employees are dedicated to

the prudent investment and protec-

tion of System assets, to excellence

in service to members and retirees,

and to reduction of System costs

where applicable. These directives

have been and will remain our high-

est oriorities.

When possible, SERS will explore

enhancements to our existing bene-

fits and provide new benefits. In

spite of the volatility of health care

costs, we will continue to meet the

challenges of providing the best pos-

sible and affordable post-retirement

health care coverage.

ACKNOWLEDGEMONTS

The preparation of this report is the

result of the combined effort of the

System's staff under the direction of

the Retirement Board. It is intended

to provide complete and reliable

information as a basis for making

management decisions, to disclose

compliance with legal provisions,

and to serve as a means of exhibiting

responsible stewardship of the assets

contributed by the members and

their employers.

This report will be mailed to all

employer members of SERS and

other interested parties.

Respectfully submitted,

fLrr.*r-QM
Thomas R. Anderson
Executive Director

n Or/,('J*J--
/ /

Joel E. Sofranko, CPA
Director of Finance
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STATE TEGISTATION
During the past year, the Ohio

General Assembly has considered

various legislation which would

impact SERS. The following signifi-

cant legislation was passed:

H. 8. 197 rrFECrrYE l0/W94
This legislation was enacted to give

SERS permanent authority to invest

in venture capital companies. Prior

legislation granting such authority

had been temporary and had expired

as ofDecember, 1993.

H.8.226
This legislation was enacted to give

newly elected or appointed school

board members thirty days from tak-

ing office to make an irrevocable

election whether to join SERS and to
give current school board members
ninety days to elect to opt in/out of

SERS. The bill further requires state
retirement boards to adopt policies

on board travel and requires that

travel expenses be approved by the
retirement board and be audited.
The effective date of this bill is

August 25, 1995, except for the

school board member provision,
which is effective November 24,
1995.

In addition to these enacted bills,
SERS has been monitoring the fol-
lowing pending bills:

H. B. r23
This legislation would allow certain
spouses of deceased members of
SERS, PBRS, STRS and SHPRS to

continue to receive survivor benefits

despite remarriage if the remarriage

occurs after age fifty-five. Under

cun:ent law, survivor benefits termi-

nate if the spouse remarries prior to

age sixty-two. On July 16,1995, the

bill was passed by the House and is

presently before the Senate

Education and Retiremenr

Committee.

H.8.365

This legislation would change the

cost of living adjustment (COLA)

calculation. Under current law, a

3% COLA is granted in those years

when the increase in the CPI (plus

the retiree's banked points) equals or

exceeds 37o. Under the proposed

legislation, a COLA equal to any

increase in the CPI for the year (plus

the retiree's banked points) not to

exceed 37o would, be granted each

year.

H.8.482
This legislation would establish an

alternative retirement program for

the purpose of providing

academic/administrative employees

of public institutions of higher edu-

cation two or more retirement plans

as an alternative to participating in a

state retirement system. Under the

proposed legislation, an employee of

a public institution of higher educa-

tion may, not later than ninety days

after the date of employment or com-

mencement of the alternative retire-

ment program, make an irrevocable

election to participate in an alterna-

tive retirement plan offered by the

public institution of higher educa-

tion. Each public institution of high-

er education who employs an elect-
ing employee shall contribute to the
applicable state retirement system,

on behalf of the employee, an

amount equal to 37o of the employ-
ee's compensation to lessen any neg-
ative financial impact caused by the
alternative retirement plan upon the

state retirement system.

FEDERAT TEOISLATION
The impact of Congressional and
federal regulatory activities upon
SERS has increased during recent
years. SERS monitors activities on
the federal level. and when neces-

sary contacts appropriate

Congressional representatives and
regulatory agencies in an effort io
educate them as to the impact of
their activities on SERS and its
members and beneficiaries.

Significant activities on the federal
level over the past year include the
following:

Socw Secunlrv 0rrsur
H. R. 2167, introduced on August 2,
1995 by Rep. Jefferson would
change the formula for calculation of
the offset. The legislation provides
that the reduction in Social Securiiy

benefits that is required in the case

of spouses and surviving spouses
who are also receiving certain gov-

ernment pensions shall be equal to
the amount by which the total
amount of the combined monthly
benefits before reduction exceeds

$1,200. Where combined SERS and
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Social Security benefits are $1,200
or less, there would be no reduction

in the retiree's Social Security bene-

fit. The bill has been referred to the

House Ways & Means Committee.

Socw Srcuntry:
S. 825, introduced on May 18, 1995

by Sen. Kerrey, would require that

all state and local employees hired

after December 31, 1995 contribute

to Social Security.

Pusltc Emplovnu Pntston Pun
Lrmu,ttv Acr or 1995

H. R. 1683, introduced onMay 23,
1995by Rep. Andrews, which is a
new version of PEPPRA or PERISA,

would establish a federal cause of

action for failure of state/local

employee pension plans to meet the

terms of their plans. The bill would

also create a Qualified Review Board

to evaluate changes in employer con-

tributions and other changes whiCh

affect pension plans.

Tumrolr: Sncuolt 415
Both the House Budget

Reconciliation Bill and the Senate

Budget Reconciliation Bill contain
language to amend Section 415 of

the Internal Revenue Code to lessen

its impact on public retirement sys-

tems. Section 4I5 provides that no

retirement benefit can be paid which

is in excess of either a set dollar

amount that is adjusted annually for

inflation or IOOVo of compensation.

The current definition of "compensa-

tion" does not include deferred

income such as that under Section

414(h) piCk up plans oiSeciion 457

deferred compensation plans. These

bills include a uniform definition of
oocompensation", exempt goverrlmen-

tal plans from the 1007o limitation,

authorize governmental plans to

establish excess plans and provide

that Section 415 would not apply to

governmental plan disability retire-

ment and survivor benefits. .
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Rnponr or Inlnpntwuiu Accountenm

lCoopers
| &Lybrand

Coopers & Lybrand L.L.P.

a professional services lirm

Report of Independent Accountants

Mernb€rs of the Retirern€nt Board
School Employees R*irement System of Ohio
Cohunbus, Ohio

We have agdited the accompanying balance sheets of School Employees Retirement System of Ohio as of June

30, 1995 and 199., and the related statemen* of rwenueg erQens€s and changes in fimd balances and castt

flows for the years then ended. These fnancial $taternents are the responsibility of the Systun's managemerf-

Ow responsibilityisto express an opiniononthese fnancial statementsbased on ouraudits.

We conducted our agdits in accordance wittr generally accepted auditing standards and Gwenment Auditing

Stqd&ds, issued by the Comptroller G€n€ral of the United States. Those standards require that we plan and

perform G arrdt to obain r&*nult" assuran@ about whether the financial statem€nts are ftee of material

misstatement. An aqdit includes examining, on a test basiq evidence zupporting the amounts and disclosures in

the financial statements. An ardit also includes assessing the accounting principles used and sigificant estimates

made by management, as well as waluating the overall finaricial statern€nt presentation. We believe that our

audits provide areasonablebasis for our opinion

In our opinion, such financial staternents present frirly, in all material respects, the fnancial position ofSchool

fmpbyees Rgirernerf System of Ohio as of June 30, 1995 and 1994, and the results of its operations and its

castr nows Or the years then ended in conformity with generally accepted accounting principles.

As disclssed in Note 4, School Employees Retirement Systern of Ohio has changed its method of fimding

healthcarebenefits tom advanc,e.fimding on an actuarially determinedbasis to apay-as-you-gobasis.

In accordance with Ctovenvnent Auditing Stodods, we have also issred a report dated Deccnrber 8, 1995 on

our consideration of the Sy$ern's intemal control structure and a report daied December 8, 1995 on its

compliance with laws and regulations.

Our agdits were conducted for the purpose of forming an opinion on the basic financial statements taken as a

whole. The financial section schedules listed in the table of contents are presented for the purpose of additional

analysis and are not a required part of the basic fuancial staternerfs. Such schedules as of and for the years ended

June 30, 1993 through igg5 huro" been srbjectd to the auditing procedures applied in the audits of tle basic

financial staternents and, in our opinio4 are frirly stated in atl mat€rial respects in relation to the basic financial

statem€nts taken as a whole. The schedules as ofand for the year ended June 30, 1986 through l992were

reported uponby other anditors, whose reports stated thdthe scheduleswerefairly stated in allmatuial respects

in relationto thebasic financial statem€rtstaken as awhole.

@'qMLL?
Columbus, Ohio
December 8, 1995
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Beurcn Snnnrs
Jurw 30, 1995 mt 1994

Assets:

Cash (note 5)

Receivables:
Contributions:

Employers (note 4)

Employees (note 4)

State of Ohio subsidies

Accrued investment income

Investment sale proceeds

Total receivables

Investments, at cost (market fi4,53L,257,072 and

fi3,9L4,623,193, respectively) (note 5)

Property and equipment, at cost (note 6)

Less accumulated depreciation

Net property and equipment

Other assets (note 7)

Total assets

Liabilities:
Accounts payable and accrued expenses (note 9)

Investment commitments payable

Health care benefits incurred and unpaid

Other liabilities (note 7)

Total liabilities

Net assets available for benefits

Fund balance (note 3) :
Pension benefit obligation :

Retirees and beneficiaries currently receiving benefits

and terminated employees not yet receiving benefits

Current employees:
Accumulated employee contributions,

including allocated investment income

Employer financed portion

Totai pension benefit obligation

Unfunded pension benefit obligation payable

Health care reserves

Total fund balance

See accompanying notes to financial statements.

1995 r994

fi 982,697 $ 7,26r,655

20,599,223 27,575,219

$ 4,334,696,099 $ 3,575,939,975

125,997,67L
13,375,258

558,295
20,830,188
6,790,273

167,55r,685

4,169,809,429

12,560,838
7,40I,63r

5,159,207

rr,792,304
4,355,295,322

r,226,352
244,504

17,377,136
r,75r,231"

$ 2,83L,057,704

1,034,417,049
1,889,130,r93

rlg,Io7,oo2
9,708,016

634,297
28,367,586
14,43r,122

172,248,023

3,422,81r,566

L2,335,090
6,754,353

5,58O,737

r,613,2I3

3,603,515,194

r,09L,276
6,257,223

18,735,9r7
1,490,803

$ 3,440,013,345

96r,669,425
2,356,358,448

6,758,041,218
(3,r82,r0r,243)

5,754,604,946
(l,55B,1lB,B4I)

L38,209,994

$ 4,334,6960099 $ 3,575,939,975
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Sr,ununlus or Ruvnxumo Expnnsns
mn Culncns nt Funn Bu,axcn
Ynans nrunm Junn 30, 1995 ml 1994

Contributions:
Employers (note 4)

Employees (note 4)

State of Ohio subsidies

Transfers from other Ohio systems

Investment income:

Interest and dividends

Real estate income, net

Net gain on sale of investments

Total revenues

Expenses:
Benefits:

Retirement
Disability
Survivor
Health care

Death

Refund of employee contributions

Administrative expenses

tansfers to other Ohio systems

Total expenses

Net income
Fund balance, beginning of year

Fund balance, end ofyear

See accompanfng notes to financial statements.

1995

227,703,2L2
133,907,577

558,865
2,r04,026

364,273,680

L71,873,344
16,304,595

597,813,359

785,99L,298

I,r50,264,978

226,834,067
3T,I29,68L
13,854,968
88,340,780

890,783

36r,050,279

17,730,959
g,869,B45

2,857;77I

391,508,854

758,756,r24
3,575,939,975

r994

216,383,274
L28,246,355

635,r59
r,409,907

346,674,695

188,047,919
L8,859,2L5
93,501,571

300,408,705

647,083,400

2L2,437,443
27,367,790
13,067,06r
85,496,108

805,186

339,173,588

13,908,639
10,037,313
2,665,r92

365,784,732

28T,298,668
3,294,64I,307

4,334,696,099 S 3,57509390975
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Statnunnrs or Cass Ftows
Yrms nurm Junn 30, 1995 liu 1994

Cash flows

Contributions received

Benefits paid

Refunds of employee contributions

Administrative expenses paid

tansfers to other Ohio systems

Net cash used in operating activities

Cash flows from investing activities:

Proceeds from investments sold

Purchase of investments

Investment income, net of investment expenses

Net cash provided by investing activities

Cash flows from capital and related financing aetivities:

Additions to propefiy and equipment

Net cash used for capital and financing activities

Net decrease in cash

Cash at beginning of year

Cash at end ofyear

Reconciliation of operating income to net cash
used in operating a-ctivities:

Net income

Adjustments to reconcile operating income to
net cash provided by operating activities:

Investment income, net of investment expenses

Increase in contributions receivable
Depreciation (non-investment)

Decrease (increase) in other assets

Increase in accounts payable and accrued expenses

Decrease in health care benefits incurred

and unpaid
Increase in other liabilities

Total adjustments

Net cash used in operating activities

See accompanying notes to financial statements.

77,169 ,224,50I

(48,r2r,O45) S

1995

353,79L,772
(362,409,0I8)
(r7,730,959)
(18,915,069)
(2,857,77r)

(48,r2r,045)

6).37,415,637
(6,289,0L6,327)

199,759,652

48,r58,962

316,875)

16,875)

(278,958)
L,26r,655

$ 982"697

758.756.r24

(785,99r,298)
(10,481,908)

738,406
(r0,L79,092)

135,077

(1,358,781)
260,427

1994

345,217,623
(341,291,508)
(13,908,639)
(4,278,ILg)
(2,665,19I)

(16,925,833)

3,465,406,559
(3,657,413,638)

209,370,926

17,363,847

(988,185)

,185
(550,r71)

1,811,826

1,261,655

28r,298,668

(300,408,705)
(r,457,07r)

779,640
4,686,202

r35,247

(2,117,920)
158,106

S c h o o l  E m p l o y e e s  R e t i r e m e n t  S y s t e m  o f  0 h i o
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Norns To FrruxcIu Sratnuntrus
Junn 30, 1995 mn 1994

l. DnscnpnoN oF THE Svstnm
0rganization - The School

Employees Retirement System of

Ohio (SERS) is a cost-sharing multi-

ple-employer public employee

retirement system established by the

Ohio General Assembly in 1937 to

provide retirement benefits to

employees of Ohio public schools

who are not required to possess a

certificate in order to perform their

duties.

The accompanying financial state-

ments comply with the provisions of

the Governmental Accounting

Standards Board (GASB) Statement

No. 14, The Financial Reporting

Entity. This statement requires that

financial statements of the reporting

entity include all ofthe organiza-

tions, activities, functions and com-

ponent units for which the reporting

entity is financially accountable.

Financial accountability is defined

as the appointment of a voting major-

ity of the component unit's board

and either (1) the reporting entity's

ability to impose its will over the

component unit, or (2) the possibility

that the cornponent unit will provide

a financial benefit to or impose a

financial burden on the reporting

entity. SERS does not have financial

accountabil ity over any entit ies.

Responsibility for the organization

and administration of SERS is vested

in the Retirement Board. SERS is

not considered part ofthe State of

Ohio financial reporting entity. There

is no financial interdependency with

the State of Ohio, nor does the State

of Ohio provide oversight authority

for the System. The Retirement

Board is the governing body of

SERS. It is comprised of four elected

employee-members, one elected

retiree-member and two statutory

members,

Employer and employee membership

data as ofJune 30 follows:

Members 1995 1994

Local
City
County
Village
Vocational

Gchnical
College
Other

'Iotal

Members f995

Retirees and bene-
ficiaries currently
receiving benefits
and terminated
employees entitled
to benefits but not
yet receiving
them 5B,B3B 57,734

Current Employees 1995 1994

Benefits - Members are eligible 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 earning

25 years of service credit; or earning

30 years of service credit at any age.

The benefit is equal to 2.I7o of the

member's final average salary or a

minimum of $86, multiplied by the

number of years of credited service.

Members are eligible for disability

benefits after completion of 5 years

of service. Qualified dependents of a

deceased member are eligible for

monthly survivor benefits. Death

benefits of $500 are payable upon

the death of a retiree to a designated

beneficiary.

Members with credited service in the

State Teachers Retirement System

(STRS) or Public Employees

Retirement System (PERS) are eligi-

ble to receive transferred credited

service and funds from either or both

of those systems. Any service which

is not concurrent with service within

SERS will be included in the deter-

mination of retirement benefits.

Similarly, a member with credited

service and funds in SERS may

transfer such service to STRS or

PERS upon retirement.

Retirees of any of the five state

retirement systems must contribute
to SERS if they are employed in a

non-certificated position in the pub-

Vested
Non-vested

Total

37I 372
193 r92
83 83
49 49
49 49
13 13
22
65

766 765

62,763 62,178
38,021 37,740

99 1B
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Norss To Frnmcul SursmnNrs (Conrnunu)

lic schools. These contributions are

credited to a separate money pur-

chase annuity payable after age 65

in either monthly payments, if the

monthly amount is $25 or more, or in

a lump sum.

Prior to July 1, 1986, all members

receiving a benefit from SERS were

eligible to receive health care bene-

fits. Members who retire effective

July 1, 1986 or later must have at

least ten or more years of service

credit to qualify for the health care

benefits. Effective August 1, 1989,

1) members retiring with more than

10 but less than 25 yeats of service

credit were required to pay from

257o to 75Vo o{ the health insurance

premium and 2) the SERS portion of

spouse and dependent health insur-
ance premiums was reduced from

5O7o Io 307o.

2. Summanv 0F STGNIFICANT AccoUNTING
Polruns
SERS' financial statement$ are pre-

pared using the accrual basis of
accounting. The following are the

significant accounting policies fol-

lowed by SERS:

Investments - Income on all invest-
ments is recognized on the accrual

basis. Gains and losses on sales and

exchanges of investments are recog-

nized on the transaction date. All

investments are subject to adjust-
ment for market declines determined

to be other than temporary.

Investments in real estate funds are

carried at cost or adjusted cost.

Investments in venture capital are

accounted for using the equity

method.

Investments in fixed-income securi-

ties and mortgage loans are reported

at amortized cost with discounts or

premiums amoriized using the con-

stant yield method. Gains and losses

on fixed-income securities are recog-

nized using the FIFO method.

Investments in common and pre-

ferred stocks are caried at cost.

Gains and losses on stock sales are

recognized on the basis ofthe aver-

age cost.

Investments in short-term obliga-

tions, principally commercial paper

and U.S. Tieasury bills, are carried

at amortized cost, which approxi-

mates market value.

Gains and losses from foreign cur-

rency contracts are netted against

the basis ofthe underlying invest-

ments.

Property and Equipment (Non-

Investment Assets) - Property and

equipment are stated at cost.

Depreciation has been provided

using the straight-line method over

the following useful lives:

Description EstimatedLives(years)

Furniture and equipment 3-10

Building and improvements 40

Federal Income Tax Status - SERS is a
qualified entity under Section 501(a)

of the Internal Revenue Code and is

therefore exempt from federal

income taxes.

Health Care Benefits Incurred and

Unpaid - Amounts accrued for health

care benefits payable are based upon

estimates furnished by the claims
administrator. Such estimates have

been developed from prior claims

experience.

3. Fuurnic Surus AND PRoGRESS
The amount shown as the o'pension

benefit obligation" is a standardized
disclosure measure ofthe present

value of pension benefits, adjusted

for the effects ofprojected salary

increases, estimated to be payable in

the future as a result of employee

service to date. The measure is the

actuarial present value of credited

projected benefits and is intended to
help users assess SERS' funding sta-

tu$ on a going-concern basis, assess

progress being made in accumulat-

ing sufficient assets to pay benefits

when due, and allow for comparisons
among public employee retirement

plans. The measure is independent
of the actuarial funding method used

to determine contributions to SERS.

The pension benefit obligation was

determined as part of an actuarial
valuation ofthe plan as ofJune 30,
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1995 and 1994. There were no
changes in actuarial assumptions or
in actuarial funding methods used in

t , , . , ' t . , .  '  

, , t  . .  
, . t ,  : ; ; t ,  

, ,  
, . . t ' . t ,  

t '  . ' . :  

t . . - ,

Rate of return on investments

Projected salary increases
' ' '

' 
Post ,eti"ernentlmo-rtalitl.t -. 't 

" 

' t'

| ,
, $atgs,of withflq1 lryl :1!1:e*'"e ,

the actuarial valuation ofJune 30,

1995 as compared to the assump-
tions used as ofJune 30, 1994. The

: , . . 1 . t , .  . . . .  .  
t '  

,  : .  . : , :  
' :  

r  1  
:  : :  l l .  : : : l .  

. . ,  . t - .  : . ,

following significant assumptions

were used in the actuarial valuations

as ofJune 30, 1995 and.1994:

$ 2,538,488,662

96L,669,425

r,55I,751,354

165,rr9,4I2

7.75Vo compounded annually (net of administrative expenses).' 
n:, ;;;ffi ffi ffi ; :;;; ;; ;;;;;;", i ncreas es
ranging trom \Vo to 3Vo per year atbributable to seniority and merit.

197I Group Annuity Table projected to 1984 qet back I year for women and

men.

Developed on basis of actual plan experience'

At June 30, 1995 and 1994 the unfunded pension benefit obligation for basic retirement benefits was $ 1,558,118,841 and

fi I,764,246,592 as follows:

1995 L994

nsion benefit obligation:

Retirees and beneficiaries currently receiving benefits
and terminated employees not yet receiving benefits

Current employees:
Accumulated employee contributions including
allocated investment income

Employer financed - vested

Employer financed - non-vested

Total pension benefit obligation

Net assets available for benefits, at co$t (market

$4,3 I 0,486, ?B 1 and #3,9 49,220,068, respectively)
excluding health care reserve

Unfunded pension benefit obligation

$ 2,83r,057,704

r,034,4r7,049

r,7r3,890,455

175,239,738

5,754,604,946

4,196,486,L05

5,217,028,853

3,452,782,26I

118.841 $ 1 .7

At June gO,1994, prior to the Board's adoption of pay-as-you-go funding of health care, the total pension benefit obiigation

for health care benefits was $1,541,012,365; net assets available, at cost, were $123,157,7I4 and the unfunded pension

benefit obligation was $1,417,854,651.

During the year ended June 30, 1995 the plan experienced a net increase of $537,576,093 in the basic benefits pension

benefii obligation. Of that change, $152,562,119 was attributable to amendments and $0 was attributable to changes in

assumptions.
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4. ColffnmmroNs
The Ohio Revised Code requires
contributions by active members and
their employers. Contribution rates
are established by the Retirement

Board within the allowable rates
established by the Ohio Revised
Code. The adequacy of employer
contribution rates is determined

annually by actuarial valuation using .
the entry age normal cost method.
Active members and their employers
are required to contribute 97o and
147o, respectively, of active member
payroll.

The current employer contribution
rate is allocated to basic retirement

benefits and health care by the

Retirement Board. For fiscal year

1995, the allocation of the employer
contribution rate to basic retirement
benefits has been established as the
rate necessary to cover normal cost,
plus an amortization of the unfunded
actuarial accrued liabilities over a
35-year period. The employer contri-
bution rale (IAVo) is allocated 9.457o
to basic benefits and the remaining

4.557o is allocated to health care
benefits. Signifi cant actuarial
assumptions used to determine the
adequacy of contribution rates were
the same as those used to compute
the standardized measure of the pen-

sion benefit obligation.

During fiscal year 1995, the
Retirement Board decided to discon-
tinue advance-funding of health care
benefits on an actuarially-deter-
mined basis. Starting with fiscal

year 1995, the Board adopted pay-
as-you-go funding of health care by
targeting a reserve for health care
benefits equal to 125 percent of
annual health care expenses. Thus
the target level for 1995 is $110.4
million, but the actual balance is
$138.2 million as follows:

July 1, 1994 balance $ 128,8
Additions 128.2
Reductions (118.8)

June 30, 1995 balance $ 138.2

Employer and employee contribu-

tions required and made represent-

edI4Vo and9Vo, respectively, of

active member payroll and amounted

to $204.5 million and $131.5 mil-
lion, respectively, in 1995. For basic
benefits, the employer contributions

consisted o,f 864.4 million for normal

cost and $76.5 million for amortiza-
tion of the unfunded actuarial
accrued liability. Employee contri-

butions are applied to normal cost.

The health care surcharge on

employers is collected for employees
earning less than an actuarially

determined minimum pay, pro-rated

according to service credit earned.

For fiscal years 1995 and 1994, the
minimum has been established as

$1 I,200 and $10,400, respectively.

The surcharge accrued for fiscal

years 1995 and1994 and included

in contribution revenue from

employers in the Statements of

Revenues, Expenses and Changes in

Fund Balance is $21.8 million and

$21.5 million, respectively.

5. Cmu Durosrts, Invusrmrtns ml
Sucunnms Lurnnc
Cash Deposits - By statute, the
Tireasurer of the State of Ohio
(Treasurer) seryes as custodian for
all SERS deposits. Deposits are clas-
sified into three categories of credit
risk to give an indication of the level

of risk assumed by SERS. Category I
includes deposits insured or collater-
alized with securities held by SERS
or its agent in the name of SERS.

Category 2 includes deposits collat-
eralized with securities held by the
pledging financial institution's trust
department or agent in the name of
the Tleasurer. Category 3 includes
deposits which are uncollateralized.

As of June 30, 1995, the carrying
amounf of the SERS' deposits was

fi982,697 and the bank balance was

#3,396,029. The carrying amount of
deposits is separately displayed on
the balance sheet as "Cash".
Balances held in each category are
as follows:

Carrying Bank
Amount Balance

Investments - SBRS is authorized to
invest in bonds, notes, certificates of
indebtedness, mortgage notes, real
estate, stocks, shares, debentures, or
other obligations or securities as set
forth in the Ohio Revised Code.

Insured (FDIC) $100,000 $ 100,000
Uncollateralized 882,697 3,296,029

Total Deposits $982,697 63,396,029
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Market values of securities are based

primarily on quotations from national

security exchanges and securities

pricing services. Market values of

investments in the real estate and

venture capital funds are based on

information provided by fund man-

agers.

In accordance with Statement No. 3

of the Governmental Accounting

Standards Board, SERS' investments

are categorized to give an indication

of the level of risk assumed by SERS

U.S. govemment obligations

and U.S. government agency

obligations
Corporate bonds and notes

Canadian bonds

Commercial paper

Total

Securities on loan contracts

Real estate funds

Commingled stock funds

Direct mortgage loans

Venture capital investments

Total

at year-end. Category 1 includes

investments that are insured or reg-

istered, with securities held by the

teasurer or custodial agent bank in

SERS'name. Category 2 includes

uninsured and unregistered invest-

ments, with securities held by the

counterpartyrs trust department or

agent in SERS'name. Category 3

includes uninsured and unregistered

investments, with securities held by

the counterparty, or by its trust

department or agent, but not in

SERS'name.

In accordance with a contractual

relationship between the teasurer

and a custodial agent bank, all secu-

rities subject to categorization are

Category I investments held in book

entry form in a unique account so as

to be identified at all times as the

possession of SERS. Direct mortgage

loans, securities on loan contracts,

real estate funds, and venture capital

funds are investments which by their

nature are not categorized for level of

risk purposes.

Yalue Market Yalue

The following investment summary identifies the level of risk assumed by SERS:

Category I Category 3

$ 560,489,652
372,304,838
69,855,089

3L7,869,973

$1,320,519,552

560,489,652
372,304,838
69,B55,089

3r7,869,973

1,320,5I9,552

4r7,019,929
2I8,93L,22I

2,152,687,406
25,790,524
34,860,797

57r,637,902
373,194,850

69,200,077
317,869,973

r,33r,902,8O2

434,249,1r4
199,588,034

2,504,865,80I
25,790,524
34,860,797

Securities Lending - The System par-

ticipates in a security lending pro-

gram, administered by the custodial

agent bank, whereby certain securi-

ties are transferred to an indepen-

dent broker/dealer (borrower) in

exchange for collateral equal to no

Iess than IO2Vo of the market value

of the loaned securities. The System

has minimized its exposure to credit

risk due to borrower default by hav-

ing the custodial agent bank deter-

mine daily that required collateral

meets 1007o of the market value of

securities on loan.

169 531.257

Securities under loan are maintained

in SERS'financial records. As SERS

does not trade or sell the collateral

received under the lending program,

such collateral is not considered an

asset of the System and a corre-

sponding liability is not required on

the balance sheet.
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Norns To Fruiicur, Sratnmurus (Corurnurl)

The System has not experienced any
losses due to credit or market risk on
security lending activity since imple-
mentation of the program. The mar-
ket value of securities loaned at June
30, 1995 totaled fi434.2 million.
Security lending income totaled

$905,998 and $977,080, for the
years ended June 30, 1995 and
1994, respectively.

Foreign Currency Contracts - Forward

currency contracts are legal agree-
ments between two parties to pur-
chase and sell a foreign currency, for
a price specified at the contract date,
with delivery and settlement in the
future. SERS enters into foreign
currency contracts to hedge the for-
eign curency movements of assets
held in the MSCI-EAFE fund. The
System hedges 507o ofthe value of
its assets in the MSCI-EAFE fund to
minimize the volatility of the under-
Iying currency movements, As of

June 30, 1995, SERS had outstand-
ing contracts in the amount of

$185,388,242 which had a maturity
date of September 22, 1995 and net
losses on rejoined contracts for the
year of $8,236,033. The System is
exposed to credit loss in the event of
non-per{ormance by the other party
to the contracts, however, the System
does not anticipate non-performance
by the counterparty.

6. PnopunrvAND EQUPMINT
(Non- IirvnsrmuNr AssErs)
A summary of property and equip-
ment at June 30 follows:

1995 L994

Land $1,178,055 $1,178,055
Building and
improvements 4,L67,499 4,148,28L
Furniture and
equipment 7p2lp84 7,008,754

12,560,838 12,335,090
Less
accumulated

depreciation 7,40I,63L 6,754,353

fis"r59,207 $5,580,737

7. Dnrnnnnn Compnnsanon
Employees of SERS may elect to

participate in the Ohio Public

Employees Deferred Compensation
Program (Program), created in accor-

dance with Internal Revenue Code

Section 457. Under the Program,

employees may elect to defer a por-

tion of their pay until a later date,
usually after retirement. The

deferred pay and any income earned

thereon is not subject to income

taxes until actually received by the
employee.

As ofJune 30, 1995, market value of

investments in the Program totaled

$1,751,231 and have been included
in other assets. Under the terms of

the Program agreement, these
monies are subject to the claims

of SERS' general creditors.
Accordingly, this amount is reflected
as an asset along with a conespond-
ing liability to the employees partici-

pating in the Program. Participating
employees are general creditors of
SERS with no preferential claim to

the deferred funds. Investments in

the Program are held by the
Program's agent in SERS'name.

B. Dnuxnn Bnlrnur Pnnsrou Pun
SERS contributes to the Public
Employees Retirement System of
Ohio (PERS), a cost-sharing multi-
ple-employer defined benefit plan.
Under the authority granted by
Section 145 o{ the Ohio Revised
Code, PERS provides retirement,
disability and survivor benefits for
the public employees of Ohio. PERS
issues a publicly available financial
report that includes financial state-
ments and required supplementary
information. That report may be
obtained by writing PERS, 277 East
Town Street, Columbus, Ohio 43215.

Plan members are required to con-
tribute B.SVo o{ earnable salary and
employers are required to contribute
at an actuarially determined rate.
The current rate for miscellaneous
employers is 13.557o of annual cov-
ered payroll. The contribution
requirements for employees and
employers are established and may
be amended within statutory limits
by the PERS Board. The payroll for
employees covered by PERS for the
year ended June 30, 1995 was

fi4,I67,2\B; SERS' total payroll was

ff4,267,I39. SERS' contributions to

PERS for the years ending June 30,
1995, 1994 and 1993 were

#564,658, fi 552,7 99 and $5 1 6,690,
respectively, equal to the required
contributions for each year.
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In addition to pension benefits,
PERS provides post-employment

health care benefits, in accordance

with state statutes, to all employees

who retire with l0 or more years of

qualifying Ohio service credit and to

disability recipients. At December

3L, L994, the pian had approximate-

ly 358,000 active participants'

A portion of each employer's contri-

bution to PERS is set aside for the

advanced funding of post-employ-

ment health care. Of the I3.55Vo of.

employee payroll contrihuted by

SERS to PERS, 5.II7o, or approxi-

mately $213,000, was the portion

used to fund health care. Statutory

rates equal the actuarially deter-

mined contribution requirements.

The actuarial present value of

accrued post-employment benefits

was determined based on the entry

age normal method of funding.

Significant actuarial assumptions

used in the December 31, 1993 val-

uation (most recent available) were

(a) investment rate of return of

7 .75Vo, (b) investments valued at

book value plus or minus realized or

unrealized investment gains and

losses amortized at 25Vo per annum

over a four-year period. (c) no

change in the number of active

employees, (d) base pay rate

increases of 5.257o and annual pay

increases over and above the 5.257o

base increase ranging {romOToto

S.LVo, and (e) health care increases

of 5.257o annually.

Net assets held in trust at December

3I, 1994 for post-employment health

care benefits were $6.3 billion.

Unfunded actuarial accrual liabili-

ties for local and miscellaneous

employers are amortized over a peri-

od of 35 years for 1993 (the most

recent valuation).

9. ComprnsarnD ABSENCaS
As ofJune 30, 1995 and1994,

$314,028 and $295,116, respective-

ly, was accnred for unused vacation

and sick leave for SERS' employees.

Employees who retire or resign are

entitled to full compensation for all

earned unused vacation. Unused

sick leave pay is forfeited upon ter-

mination.. However, employees who

retire, become disabled or deceased

after five years of service are entitled

to receive payment for a percentage

of unused sick leave.

10. Coirrncnnr LIABIUTIES

SERS is a party in various litigation.

W'hile the final outcome cannot be

determined at this time, management

is of the opinion that the liability, if

any,fot these legal actions will not

have a material adverse effect on

SERS' financial position.

ll. HrsrontcAt TREND Inronmltlolt

Historical trend information

designed to provide information

about SERS'progress made in accu-

mulating sufficient assets to pay

benefits when due is presented

immediately following the notes to

the financial statements.

12. AccounuNc Pottclls
The Governmental Accounting

Standards Board (GASB) has issued

Statement 25 Financial Reporting for
Defi.ned Benef't Pen'sion Plan's a,nd'

Note Disclosures for Def'ned'

Contribution Plq,ns and Statement 26

Financial Rep orting for
Postemployrnent H e althc are Plans

Ad,ministere d' by D ef'ned' Benefi't

Pension Plans. The requirements for

both statements are effective for

periods beginning afterJune 15,

1996. SERS expects to implement

these statements no later than fiscal

year 1997.
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Amlvsrs 0r Fumnc Pnocnuss
GASB Statement No. 5 requires the presentation of ten years of comparative actuarial statistical data, disclosing the

progress made in accumulating assets to pay benefits when due. (DoIIar amounts are expressed in millions.)

Bnsrc RnrmnMENT BENEurs

Fiscal
Year

r986
1987
19BB*
1989
r990
lggl**
1992
1993
r994
1995

1986
1987
I9B8*
1989
1990
l99l **

1992
1993
r994

$2,51I
2,646
3,0I7
3,346
3,662
4,214
4,546
4,goT
5,217
5.755

$ 830
1,006

991
I,065
1,135
7,24I
t,436
1,517

69.9Vo
72.9
69.9
69.1
68.6
64.6
64.5
64.7
66.2
72.9

15.SVo
t3.2
13.4
13.5
13.1
11.4
9.5
8.0
8.0

$764
7t6
910

1,035
r,r49
1,492
r,616
r,729
r,7&
1,558

(5)
Covered
Payroll

$869
931
982

I,055
I ,119
I, I76
1,244
I,313
1,361
1,430

$ 869
931
982

1,055
I  t t q

T,I76
L,244
r,.) 1,f

1,361

(l)
Net Assets
Available

for Benefits

$r,747
1,930
2,'1,o7
2,3Ir
2,5r3
,  1r t

2,930
3,172
3,453
4,L96

(2)
Pension Benefit

(3)
Percentage

Funded
(1) divided by (2)

(4)
Unfunded

Pension Benefit
0bligation

(2) minus (l)

(6)
Unfunded Pension
Benefit 0bligation

as a Percent of
Covered Payroll

(4) divided by (5)

87.9Vo
76.9
92.6
98.1

r02.7
t26.8
129.9
I31.7
r29.6
109,0

B0.7Vo
93.8
87.4
87.3
88.1
93.5

104.5
t06.2
r04.2

$ 129
133
133
144
r49
t4r
136
r22
I23

$ 70r
873
858
92r
986

1,100
1,300
t,395

x In fiscal l9BB, plan benefit provisions were amended. The amendments had the effect of increasing the pension benefit
obliqation for basic benefits bi mttq.g million, and decreasins the pension benefit obligation for hea'ith ca're $199.3 million.
** Changes to actuarial assumptions for fiscal l99I increased-the fension benefit obligation for basic benefits by $49.5
million ald for health care by $2.0 *iiliott.

Analysis of the dollar amounts of net
assets available for benefits, pension
benefit obligation (both basic retire-
ment and health care benefits), and
unfunded pension benefit obligation
in isolation can be misleading.
Expressing the net assets available
for benefits as a percentage of the
pension krenefit obligation provides
one indication of SERS' funding sta-
tus on a going-concern basis.

See accompanfng independent auditors' report

1..541 1.418

Analysis of this percentage over lime
indicates whether SERS is becoming
financially stronger or weaker.

Generally, the greater this percent-

age, the stronger SERS is. tends 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 approximately adjusts for the

effects of inflation and aids analysis
of SERS' progress made in accumu-
lating sufficient assets to pay bene-
fits when due. Generally, the smaller
this percentage, the stronger SERS
1 S ,

The actuarial assumptions for invest-
ment return, post-retirement mortali-
ty, and parlicipation in health care
premiums are revised periodically
based on SERS' experience.

Hnaun Cano Bunnrlrs
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1986
I9B7
I98B
I9B9
1990
1991
1992
1993
I994
r995

Employer
Contributions

$130,507,996
135,032,693
L45,784,980
17r,094,7L0
I80,544,37I
188,465,132
202,42r,912
210,429,35L
2L6,383,274
227,703,212

RuvnNuus Bv Souncu

Investment
Income

$171,115,676
175,493,200
161,724,032
193,830,887
196,527,043
2Q1,820,479
205,739,886
243,539,163
300,408,705
785,99r,298

$3,333,8r9
2,52r,825
2,280,893
2,448,403
2,569,782
l,ggl,749
2,283,675
2,363,874
2,045,066
2,662,89r

$383,937,354
397,895,888
399,457,758
463,796,050
483,746,557
50r,577,557
527,777,070
579,602,947
647,083,400

r,L50,264,978

Refunds

Fiscal
Year

Member
Contributions

ig86 $ 78,979,863
I9B7 B4,B4B,I7O
r9B8 89,667,853
L9B9 96,422,050
1990 104,105,361
1991 109,310,197
1992 117,331,597
1993 123,270,559
L994 128,246,355
L995 133,907,577

Benefits

0ther
Revenues

Employer Contribution
Rate as a Percent

Total of Covered

14.07o
14.0
14.0
14.0
14.0
14.0
14.0
14.0
14.0
14.0

Expri,{sns Bv Tvpa

Transfers to
other Ohio

Administrative Retirement
Total

Fiseal
Year

$166,606,773
lg2,7g7,B5r
204,I78,239
227,333,363
255,285,627
276,925,O99
302,422,078
324,386,556
339,173,588
36L,050,279

$5,863,596
6,599,526
6,689,009
7,4L9,675
7,942,036
8,565,124
8,586,487
9,726,019

10,037,313
9,869,845

$1,901,100
L,4gB,rl4
2,13r,150
1,630,410
1,983,908
2,2o2,383
r,74r,637
2,747,590
2,665,\92
2,857,77L

$ 9,058,221
10,267,756
9,79r,762

r1,,468,L75
12,532,925
12,345,363
!2,75r,49r
\3,513,992
]3,908,639
17,730,959

$t83,429,690
21r,I53,247
222,790,160
247,85r,623
277,744,496
300,037,969
325,50r,693
350,374,157
365,784,732
391,508,854

See accompanying independent auditors' report.
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Schedule III

Administrative Expenses

Years ended June 30. 1995 and 1994

Personnel serviees:

Salaries and wages

Retirement contributrons
Insurance

Tolal personnel services

Professional services:
Technical and actuarial
Medical
Auditing
Employee training

Total professional services

Communieations:
Postage
Printing and publications
Telephone

Retirement counseling services

Total communications

0ther services and charges:
Computer support services
Building occupancy and maintenance
Tiansportation and travel
Supplies
Equipment rental
Surety bonds and insurance
Memberships and subscriptions
Equipment repairs and maintenance
Retirement study commission
Miscellaneous

Total other services and charges

Depreciation (non-investment) :
Furniture and equipment
Building

Total depreciation

Total administrative expenses

See aecompanying independent  audi tors '  repor t .

r995

$ 4,267,L39
564,658
508,061

5,339,858

406,077
44I,354
39,440
97,57I

984,442

440,520
1"4I,23I

52,722
7,329

634,473
103,933

1994

$ 4,177,483
552,799
517,361

5,247,643

612,294
357,925
79,892
42,679

I,092,790

408,667
166,g5r
5I,932
IT,9B7

64L,802 639,537

1,198,153
306,t77
185,541
83,745

r14,I37
99,752
56,493
33,725
19,905
67,709

2,165,337 2,277,703
g,r3r,43g 9,257,673

L,209,703
415,682
175,005
95,995

100,041
L2T,866
4r).78
26,8L7
23,347
68,069

676,906
L02,734

738,406 779,640

$ 9,869,845
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h,{wsril{nNr Sumumt

Corporate and govern-
ment bonds and
obligations

First mortgage loans

and mortgage-backed
securities

Common and preferred

stocks (domestic)

Common and preferred

stock (international)

Short-term
investments

Real estate funds

Venture eapital
investments

Total
investments

Ynan uNonn Junn 30, 1995

L994 I99s

Carrying
Yalue

$1,093,675,781

586,484,494

r,L46,73t,377

0

269,9r3,O7I

303,650,978

22,355,86r

Market
Yalue

$r,023,33?,070

587,737,078

r,742,160,649

0

269,9I3,07L

269,Lrg,464

22,355,86r

Purchases
and

Aceretions

$ 356,050,780

90,732,390

2,357,476,932

386,236,033

3,058,777,956

18,860,230

16,630,500

Sales,
Redemptions

and
Accruals

$ (58s,307,446)

(96,175,970)

(r,737,756,2tL)

(72s)

(3,0r0,821,0s4)

(r03,579,988)

$ 864,419,115

581,040,918

I,766,452,098

386,235,308

3r7,869,973

2r8,93r,220

34,860,797

7o of.
Total

Market Market
Value Yalue

$ 882,010,730 T9.5Vo

592,06r,737 l3.0%o

2,118,83r,723 46.840

386,034,078 B.\Vo

3L7 ,869,973 7.070

199,588,034 4.4Vo

34,860,797 O.BVo

$3,422,811,s66$3,914,623,  I93 $6,284,764,82r $(5,537,766,958) $4,169,809,429 $4,53r ,257 ,072 t00.04o

Yrm nmun Junn 30, 1994

Carrying
Value

$ 829,785,128

592,467,884

r,085,158,0I4

299,537,730

284,0r3,244

29,495,058

Market
Value

$ 886,762,868

64r,376,962

r,783,134,287

299,537,730

251,121,025

29,495,058

Purchases
and

Accretions

$ 665,332,275

2Ir,86t,234

224,493,L89

2,475,2M,236

6I,074,952

13,388,I74

Sales,
Redemptions

and
Aceruals

(2r7,8M,620)

(162,919,826)

(2,504,830,895)

(4r,437,2IB)

I994
Vo of
Total

Market Market
Yalue Value

1993

Carrying
Yalue

Corporate and govern-

ment bonds and

obligations

First mortgage loans

and mortgage-backed

securities

Common and prefened

stocks (domestic)

Short-term

investments

Real estate funds

Venture capital

investments

Toul
investments

$(40L,441,622) $1,093,6?5,781 $1,023,33?,070 26.r%o

586,484,498

t,146,731,377

269,9t3,O71

303,650,9?B

22,355,861

> 6 / , , l J  I , V  I 6  1 D . U

1,742,160,649 44.5

269,913,071 6.9

269,119,464 6.9

22,355,861 0.6,527 37r)

$3.I20,457,058 $3,891,427,930 $3,651,356,060 $(3,349,00i,552) 3,422,811,566 $3,914,623,193 r00.\Vo

See accompanying independent auditors' report.
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Fui,lr Blr,l ircn Accounrs

Dnscnrruoru op Accourns (Fuxls)
Chapter 3309 of the Ohio Revised

Code requires the establishment and

maintenance of specific funds. These

funds are classified as accounts for

financial reporting purposes and are
noted as follows:

Eupr,ovrEs' SalrNcs FuNo
The Employees'Savings Fund accu-

mulates the contributions deducted

from the compensation of members.

Contributions may be refunded to a

member who withdraws from SERS

or to the member's beneficiary fol'

lowing the member's death. Upon

retirement, a member's accumulated

contributions are transferred to the

Annuity and Pension Reserve Fund.

Emplovms'Tnusr Fulr
The Employers'Trust Fund is the

depository for employer contribu-

tions, Based on actuarial valuations,

amounts are transferred out of this

fund into the Annuity and Pension

Reserve Fund and the Survivors'

Benefit Fund.

Axnunv AND PINSIoN Rnsnnvn Fum
The Annuity and Pension Reserve

Fund is the fund from which all

retirement. health care and death

benefits are paid. Funds are trans-

ferred into the Annuity and Pension

Reserve Fund from the Employees'

Savings Fund and the Employers'

Tiust Fund.

Sunvryons' Buxnnrr Fuuu
The Survivors'Benefit Fund repre-

sents amounts transferred from the

Employees'Savings Fund and the

Yrm rnlnn Junn 30, 1995

Annuity and Survivors'
Pension Benefit Guarantee

Reserve Fund Fund Fund

r74,99r,917

Employers'Tiust Fund for the pay-
ment of survivors' benefits.

Guananmn Fulro
The Guarantee Fund records all
investment earnings of SERS.
Annually, investment garnings are

transfer:red to the Annuity and

Pension Reserve Fund, the Survivors'

Benefit Fund, and the Expense Fund.

Expnnsn Funr
The Expense Fund is used to record

all expenses for the administration

and management of SERS. Annually,
funds are transferred from the

Guarantee Fund to cover expen$es
incurred.

A summary of the fund balance
accounts follows:

Employees'
Savings Employers'
Fund Trust lund

Total
I994

Employees 133,907,577

State ofOhio subsidies 524,717 34J44

Investment income

Fund balance at

beginning of year

Changes for the year:

Contributions:

Employers

Tmnsfere from other

Ohio systems

Benefits:

Retirement

Disability

Sunivor

Health care

Death

Refunds of employee

contributions

Administrative expenses

Transfers to other

Ohio systems

Other tran6iers

Net ehanges

Fund balance at

end of year

$ 961,669,425

(r7,248,845)

{43,91t,108)

227,703,212

?qq ool toA

Expense Total
Fund 1995

2,L04,026

(226,834,067)
(31,129,681)
(13,854,968)
(88,340,?80)

(890,?83)

- (17,?30,959)
(9,869,84s) (9,869,845\

227,703,212 216383,274
t33,907,577 t28,246,3s5

558,865 635,159
785,991,298 300,408,705

2,063,560

(226,834,067)
(31,129,681)

(88,340,?80)
(8e0J83)

(482,L14)

(2,784,499)

40,466

(rr,rru,nuu)

r,40980?

(212,437,443)
(27,367,790)
(r3,067,061)
(8s,4S6,r08)

(805,1B6)

(13,908,63e)
(10,037,313)

?41)

(66,474,367

$I,034,417,049 f599,803, I79 2,591,958,321 t108,5r?,5s0

758,756,124 28r,298,668

See accompanfng independent auditors' report.
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Actuanv's Lsrrnn

GABRIEL. ROEDER, SMITH & COMPANY
Actuaries & Consultants

24 Woodbine Avenue. Northport, New York 11768.5'16-757-0047

November 3, 1995

The Retirement Board
School Employees Retirement System of Ohio
Columbus, Ohio

The baFiq finalrcial objective-qf SERS is to .establish and receive contributions which. expresggd as
oercents of 4ctive member payroll. will remain apBroximately_level.fgrm ge.neration to generation of
Ohio citizens.

In order to determine SERS present tinancial position and level contribution rates for the future, annual
actuarial valuations are made. The latest completed actuarial valuation is based upon data and
assumptions as of June 30, 1995. The data was supplied by System staff. While not verifying the data
at the source, tests were performed tbr consistency and reasonability. Conditions and results are
shown in our reports.

Assumptions concerning future financial experiences are needed for an actuarial valuation. These
assumptions are established by the Board after consulting with the actuary. A program of annual
actuarial gain/loss analysis is in operation; these analyses determine the relationship between assumed
financial experience and actual experience, fbr each major risk area. These actuarial gain/loss findings
led to the adoption of substantial revised assumptions for the June 30, 1991 actuarial valuation.

The statutory employer contribution rate is 14% of pay. An SERS policy decision now provides the
following allocations: to basic benefits including beginning in 1995 the Medicare Part-B supplement,
the portion which will pay normal cost and 34 year amortization for'unfunded actuarial. accrued
liabilities; and to health care benefits, the remainder of employer contributions.

On the basis of the 1995 valuation and the basic benefits. excludinq the Medicarj Part-B sunnlement-

And allocaled cgntribution rates the-q iq. eff'ect. it is our qBinion that the. basic benefits. portion of SERS
is in sound condition in accordance with actuarial orincinles of level co$t financine.

The financial condition of health care benefits is diftbrent, and is being signiticantly aft'ected by the
provisionsofAct290of1988. Act290establ ishedahealthcaresurcharge,aprogramtodete(minea
minimum annual pay tbr use in calculating employer sontribution dollars.

On the basis of the 1995 yalqatiqn and.the health care benefits. excluding the Medicare Part-B
sunolement. a&d allocated contribution" rates then in eft'ect. the allocated sontributions are sqfticient to
orovide for a health care reserve equal to 125% of estimated annual claim costs.."the funding target
es.tirbliqhqd by the Board in 1995.

Respectfully submitted,

TJC/ks

Schoo l  Employees  Ret i rement  Sys tem o f  0h io



Surnunm orAcrumv
Valuauoir,rs on JunB 30, 1995

Acrumw Cosr Mnruou em
ASSUMPIIONS

Bmrc Rnrmnuonr Bnxnnrts
Employer contribution rates for basic

benefits are determined using the

entry age normal actuarial cost
method. This method produces an

employer contribution rate consisting

of (1) an amount for normal cost (the

estimated amount necessary to

finance benefits earned by employ-

ees during the current service year),

and (2) the amount for amortization

of the unfunded actuarial accrued

liability. The maximum statutory rate

is IAVo.

The present employer contribution
rate of l47o is allocated between

basic benefits and health care on the

basis of SERS policy decision. For

the year ended June 30, 1995, the

policy required the determination of

a rate for basic benefits which will

amortize the unfunded actuarial

accrued liabilities over a 35-year

period, with the remainder of the

employer contribution rate allocated

to providing health care benefits.

The rate determined for the funding

of basic retirement benefits for the

year ended June 30, 1995 is 9.457o.

Hnalrn Canu Bunnnus
Initially, beginning in1974, the con-
tribution rate for health care benefits
was established at 0.75Vo, included
in a total employer contribution rate
of I2.57o. Health care contribution

rates have been increased at various

times since 1974, and the total

employer contribution rate has been

increased to the statutory L4Vo maxi-

mum. The portion of the employer

contribution rate allocated to health

care for the year ended June 30,

1995 is 4.557o. Effective with the

1995 fiscal year the Retirement

Board decided to replace the level

cost financing of health care with

pay-as-you-go financing. To provide

program security and stability, the

asset target level for the health care

fund is 125 per cent ofannual health

care. For 1995, this resulted in a

health care reserve of $138.2 million

versus a targeted level of $f10,4
million.

In l9BB, House Bill290 provided

for an employer contribution sur-

charge as an additional source of

funding for health care. The sur-

charge is equal to I$Vo of the differ-

ence between the minimum pay and

the membey's pay, pro-mted for par-

tial service credit. For the fiscal

years 1994 and 1995, the minimum

pay has been established as $10,400
and $11,200, respectively. The sur-

charge rate, added to the unallocated

portion of. the I47o employer contri-

bution rate" results in a total health

care contribution rate of.5.BI4o.

Acruanw Assuumlous
The assumptions used for the actuar-

ial valuation were adopted by the

Retirement Board after consulting

with the actuary. The actuarial

assumptions used in making the val-

uation were revised as set forlh in

the Gabriel, Roeder, Smith &

Company Investigation Report dated

June 3, I99l for the period from July
l, l9B5 through June 30, 1990, and

were adopted as of the June 30,

1991 valuation. Differences between

assumed and actual experience
(actuarial gains and losses) become
part of unfunded actuarial accrued

liabilities. When these differences

between assumed and actual experi-

ence have been observed to be siz-

able and persistent, a change is

made to the actuarial assumptions.

The valuation assets as ofJune 30,

1995 were determined on a market-
related basis. The method used rec-

ognizes 207o ofthe previously unrec-

ognized gains and losses (both real-

ized and unrealized). To this was

added the present value of expected

future payments for House Bills 284

and2O4, or ffi2,233,25l.

The following significant assump-

tions were used in the actuarial valu-

ations as ofJune 30,1995:

(I)a rate ofreturn on the invest-

ments of 7.75Vo compounded
annually (net after administrative

expenses). The real rate of return

is the portion of total investment

return which is more than the

inflation rate.

Schoo l  Employees  Ret i rement  Sys tem o f  0h io



Srarsmnm 0p Amuanv (Conrriuno)

Considering inllation recognition o{ 4.75 percent, the
7 "75 percent investment return rate translates to an

assumed real rate of retum of 3 percent;

(2)projected salary increases of 4.7SVo, compounded

annually, attributable to inflation;

(3)additional projected salary increases ranging {rom07o

to 37o per year, attributable to seniority and merit. Pay

increase assumptions for individual active members are

shown for sample ages in the following table.

Increase Next Year

Sample Merit & Base
Seniority (Economy) Total

(5)mortality of participants based on the 1971 Group

Annuity Mortality Table projected to l9B4 set back one

year for women and men;

(6)rates of separation from active seryice before retirement

are developed on the basis ofactual plan experience.

Probabilities of separation for sample ages are shown in

the following table.

Probabilities of Separation from Active
Employment before Age & Serviee Retirement

Peicent of Actiae Members
Separating within Next Year

Disabilitv Other

0.02vio
0.04
0.08
0.24
0.60

Death Disability 0ther

0.0IVo A.00Vo 8.O47o
0.02 0.00 6.31
0.04 0.14 3.95
0.08 0.32 2.67
0.2r 2.66

(7) 257o of eligible female retirants and 6OVo of eligible
male retirants are assumed to elect a ioint and survivor
form of payment.

Mnn

Death
20
30
40
50
60

3.07o
2.3
1.8
I .0
0.0

4.75V0
4.75
+.75
4.75
4.75

7.75Vo
7.05
o .b5

5.75
4.75

20
30
40
50
60

20
30
40
50
60

0.00Vo 6.097o
0.06 4.60
0.36 3.42
0.80 3.06

2.20(4) eligibility for age and service retirement was assumed

to be: age 50 with 30 or more years of sewice; age 55

with 25 or more years of service, or age 60 with 5 or

more years of service. Probabilities of retirement with
age and service allowance are shown in the following

table for sample ages.

Probabilities of Age & Service Retirement
Percent of Eligible Actiae Members

Retiring within Next Year

Sample
Asds Men Women

50
55
60
65
70
75

ISVo
t0
10
40
50

100

I2Vo
l o

25
35
50

r00

Womun
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Acrumw Accnuno tusmrrus Juxn 30, 1995
: . . ' :.  . . : , ,.

P.resent Yalue of

Surnmunr oF AcruARY (Comnunr)

Acruanw Accnunu Ltestltuns
Accrued liabilities are the present

value of plan promises to pay bene-

fits in the future, based upon service

already rendered. A liability has

been established (accrued) because

the service has treen performed, but

the resulting monthly cash benefit

may not be payable until years in the

future. Accrued liabilities are the

result of complex mathematical cal-

culations performed by a group of

specialists, the plan's actuaries. The

results of the computed actuarial

accrued liabilities, using the entry

age normal actuarial cost method,

are disclosed in the following sched-
ule.

Basic Benefits

$ 2:700,&75,871

130,58I,833
2,870,A95r52A

TT2.869,6L3
1,314,868

36,8.74,029' 
38,118,093

$'3,007,969,739

8 5,839,027,M3

Future.monthly benefits'and death benefits to present retirees and suwivors

Monthty benefits and,refunds to present inactive members '...........-".......,......

Service'uo**"",and.healthcarebeoefitstopresentactivemernbers
Disability allowances and health care benefits to present active members .....
Death-after-retirement benefit ($500) on behaUof present active members.....
Survivor benefits on behalf of present active members who die before retiring
Medicare Part B supplement .............
Refunds of mernber contributions of present active members ........................'.

Benefits for present active members '.... ' ...........
' Benefits for present covered persons,....;...

Schoo l  Employees  Ret i rement  Sys tem o f  0h io



Srernunnr on Acrumv (Conrnlum)

Mnurnnsup Deta
Information regarding active, inactive, and retired mem-

bers is obtained from computer tapes provided by the

Acrryu Mrunnn YAruArroN Dml. 1986 T0 1995

retirement system. Membership data contained on the

computer tapes is examined and tested for reasonableness.

Rrrnanrs AND BENEFrctAnms ADDED T0
AND REMoy[D Fnou Ror,r,s. 1986 ro 1995

Actuarial
Valuation

as ofJune 30

l986
T987
198B
1989
r990
l99t
1992
r993
r994
r995

Number of
Active

Memhers
BB,31O
89,534
90,4IB
9L,778
93,147
93,574
97,497
99,135
99,918

I00,784

Annual
Payroll

(millions)

$ 869.r
93r.4
981.8

1,055.4
I , l lB .7
I, I76.2
I,244.3
r,3r2.7
1,360.9
r,429.6

Average
Annual
Salary

$ 9,842
r0,403
10,858
11,500
12,010
12,574
12,762
13,242
L3,620
14,IB4

Fiscal Year
Ended

June 30
L9B6
T987
1988
1989
r990
1991
1992
L993
I994
r995

Additions
During Year

3,907
3,155
3,5r2
3,140
3,7L4
3,534
3,488
3,303
4,055
3,532

Deletions Number at
DuringYear End ofYear

I,478 4L,037
L,522 42,670
2,215 43,967
r,432 45,675
2,072 47,317
2,384 48,467
2,360 49,595
2,493 50,405
2,981 51",479
2,598 52,4L3
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Srarumnnr on Amuanv (Conrnunl)

Suurumv or Umumnu Accnunn
LHstr,rurns
Each time a new benefit is added

which applies to service already ren-

dered, an "unfunded accrued liabili-
ty" is created. Laws governing the

System require that these unfunded

accrued liabilities be financed sys-

tematically over a period of future

years. Also, if actual financial expe-

riences are less favorable than

assumed financial experiences, the

Valuation
Year

Actuarial
Accrued

liabilities (AA[)

difference is added to unfunded

accrued liabilities.

In an inflationary economy, the value

of the dollar is decreasing. This

environment results in employee pay

increasing in dollar amounts, retire-

ment benefits increasing in dollar

amounts, and the unfunded accrued

liabilities increasing in dollar

amounts; all at a time when the actu-

al substance of these items may be

decreasing. Looking at just the dollar

Basrc Burwrns ($ Ili Mnuot'ls)

Valuation
Assets

Unfunded
Actuarial
Accrued

Liabilities (UAAI)

amounts of unfunded accrued liabili-
ties can be misleading. Unfunded
accrued liabilities divided by active

employee payroll provides an index
which clarifies understanding. The

smaller the ratio of un{unded liabili-

ties to active member payroll, the
stronger the system. Observation of
this relative index over a period of
years will give an indication of

whether the System is becoming
financially stronger or weaker.

1986
1987
r9B8#
1989
1990
r991
1991*
1992
1993
L994
L995

1986
1987
I9B8#
1989
1990
199L
1991 *

1992
1993
r994

$2,670
2,899
3,307
3,658
4,003
4,265
4,346
4,693
5,052
5,38I
5,839

$ B6s
1,051
I,051
T,T28
1,205
I,295
1,311
l,5lB
1,801
I,834

$1,791
2,007
2,204
2,438
2,686
3,015
3,0I5
3,330
3,673
3,952
4.310

$13 l
r37
139
Is2
158
I D '

I D /

154
I41
T4T

$ 889
892

1,I03
1,224
I,3I7
r,250
1,331
1,363
r,379
L,429
I,529

Ratio of
Assets
to AAI

67Vo
69
o {
67
o /

7 I
69
7l
{ J

I J

74

L57o
13
I D

L4
l 2

12
T2
i0
B
I

Active
Memher
Payroll

$ 869
931
982

1,055
l , l lg
I ,r76
I,176
1,244
1,313
1,361
1,430

$ 869
931
982

1,055
1,119
1,776
I,r76
L,244
1,313
1,361

UAAL as
a%o qf
Active

Member
Payroll

1027o
96

r l2
116
r18
r06
113
110
105
105
107

85Vo
9B
93
93
94
97
98

110
126
124

Hnamu Cnnn Bniruntrs ($ Ix Mtu,totts)

$ 734
9L4
912
976

1,047
1,138
I,I54
I,364
1,660
1,693

t Revised Assumptions
# Lesislated Benefit Increases

S c h o o l  E m p l o y e e s  R e t i r e m e n t  S y s t e m  o f  0 h i o



Srarnurnr or Acrumv (Conrnunt)

Suonr Comrrron Tnsr
If the contributions to SERS are

level in concept and soundly execut-

ed, the System will pay all promised

benefits when due - the ultimate test

offinancial soundness. Testing for
level contribution rates is the lone-
term test.

A short condition test is one means
of checking a system's progress

under its funding program. In a short
condition test, the plan's present

assets (cash and investments) are

June 30

0)
MnMsnn

Comnnurroris

compared with:

1) Active member contributions on
deposit;

2) The liabilities for future benefits
to present retired lives;

3) The liabilities for service already
rendered by active members.

In a system that has been following
the discipline oflevel percent of
payroll financing, the liabilities for
active member contributions on
deposit (liability 1) and the liabili-

-. Basrc Brxnnns ($ In Mu,lroris)

(2)
Rmrnnn

Lff[s

(3)
Pnnsnm MsMsrns

(Emrloven Ponnon)

$ 967
1,034
1,134
L,2I7
1,335
L,447
1,49r
1,624
1,754
I,902
r,994
2,105

lfuauu Cmn Bnnnnrrs ($ Iri Mu,lrons)

(3)
Pnrsnrir Mnununs

(Eurlonn Ponnon)

$ 461
562
623
584
640
686
731
725
833
852
853

ties for future benefits to present

retired lives (liabiliry 2) will be fully
covered by present assets (except in
rare circumstances). In addition, the
liabilities for service already ren-
dered by active members (liability 3)
will be partially covered by the

remainder ofpresent assets. The

larger the funded portion of liability

3, the stronger the condition of the
system. Liability 3 being fully fund-

ed is rare.

r986
1987
i988
i9BB#
t9B9
r990
I991
I99IT
1992
1993
r994
r995

8475
524
D l l

J J  {

627
684
749
749
816
889
962

(r)
Mnmsnn

CoNrnmurroNs

$1,228
1,341
r,462
1,5I3
1,696
1,872
2,025
1,973
2,L23
2,26r
2,426

(4)
Vuurton
Assnrs

$1,781
2,007
2,205
2,204
2,438
2,696
3,015
3,015
3,330
3,673
3,952
4,310

(4)
Vuuarron
Assers

$131
12"7

139
139
r52
I58
r57
_tD /

r53
t41
141

Ponrron or AccnuED
Lnnnnns

Cownnn BY Assnrs

0) €) (3)

700

IOO%b
r00
100
I00
I00
100
100
100
I00
100
100
I00

I00Vo \Vo
IOO 14
100 15
r00 9
100 9
r00 9
t00 16
t00 18
r00 22
I00 27
100 28
I00 27

(2)
Rrrnnl
Lryrs

Porrron or AccRUED
LHsrrffms

Covnnm BY AssETs

ZBVo
24
22
24
, A

23
2T
22
18
1.7
I7

Juxn 30

1986
1987
r988
t9B8#
1989*
I990
t991
1991*
t992
1993
I994

* Revised Assumptions

# Legislated Benefit Increase

(3)

07o
0
0
0
0
0
0
0
0
0
0

(2)

fi 404
489
569
+ o (
488
519
564
586
685
949
981
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Companrrryn Suuuanv on Accnurr Lllsl,lrms fiiu
Pnncnxucn Covnnm sv Nnr Assnrs Avallasln ron Bnmrtrs

Tmln I

Coupurnn Acrulnru, Accnuuo Lunu,rrms

June 30

t986
L9B7
19BB
1989
1990

I99l
t992
1993

L994
r995

Member

Contributions

$475,2t8,163
524,262,202
577,028,334
627,076,0t9
683,BI2,BBB
748,783,498
816,328,094

889,126,85s
96r,669,425

r,034,417,049

Current

Retirants

and

Beneficiaries

$1,688,209,450
r,903,5s9808
2,096,925,4r8
2,336,503,r92
2,557,636,065
2,697,874,22r
2,956,65r,040
3,t12,877,210
3,278,688,992
2,700,475,871

Active Members,

Employer

Financed

Portion

Net Assets

Available

for

Benefits

$r,876,240,825 LOOTI
2,062,983,466 100
2,239,65L,064 100
2,455,595,49L 100
2,66I,597,552 I00
2,863,t37,I40 100
3,065,4L2,5L7 t00
3,294,64r,307 r00

3,575,939,975 100
4,196,486,105 I00

Percentage of Accrued

Liabilities Covered By

Net Assets Available

For Benefits

( 3 )( 2 )( r )

N0TE: The ultimate test of financial

soundness is the System's ability to

pay all promised benefits when due.

The System's progress in accumulat-

ing assets to pay all promised bene-

fits can be measured by comparing

the present assets of the System with

(1) member contributions, (2) the

liability for future benefits payable

to current retirants and beneficia-

ries, and (3) the employer-financed

portion of the liability for benefits

fit,37r,4L1,464
r,522,5t6,727

1,684,513,116
r,82r,748,962

I,967,248,Ir0
2,210,527,169

2,438,570,2t0
2,B5O,LBA,2LB
2,975,328,745
2,r04,L34,523

payable to active plan participants.

In a system that has been following

the discipline oflevel percent of
payroll financing, the liabilities for
active member contributions on

deposit (1) and the liabilities for

future benefits to present retired

lives (2) will be fully covered by pre-

sent assets (except in rare circum-

stances). In addition, the liabilities

for service already rendered by

active members (3) will be partially

837o O4o

B t 0
7 9 0
7 8 0
7 7 0
7 8 0
7 6 0
7 7 0
8 0 0

100 22

covered by the remainder of present

assets. The larger the funded portion

ofliability (3) the strongerthe condi-

tion of the System. Liability (3)

being fully funded is rare.

In'Iable I, the entry age normal actu-

arial cost method was used to deter-

mine the actuarial liability. The

entry age normal actuarial cost

method is the same method used to

determine employer and employee

contribution rates.
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Bnirnprr Expmsns nv Tvpu
Lmr TunYnms

Tlsln II

Year Ending
June 30 Service

I986
1987
19BB
1989
1990
1991
1992
1993
I994
1995

Nuunnn 0F PARTICIpATING EMptoyERS
lasr Tnn Ynans
TanlB IV

1986
L987
19BB
1989
r990
L99I
t992
1993
r994
1995

$108,321,454
118,726,020
129,330,510
I44,870,006
L62,866,492
173,348,030
185,750,980
198,878,409
2t2,437,443
226,834,067

Year Ending

June 30 Serviee

35,266
36,750
37,877
39,408
40,856
41,773
42,690
43,166
44,O24
44,732

r986
1987
r98B
I989
1990
T99r
1992
1993
t994
r995

Survivor

Health

Care

$37,499,209
5L,728,280
50,568,576
55,688,4r7
62,746,0r4
71,633,065
9r,85I,492
87,079,286
95,496,108
88,340,780

Survivor

2,873
2,943
3,006
3,063
3,tr2
3,176
3,244
3,279
3,374
3,396

2
2
2
2

2
2
2
,
2
2

Death

Benefits

and RefundsDisability

$11,785,44I
r2,780,695
14,138,302
L5,968,925
18,077,033
19,854,430
22,258,565
24,987,872
27,367,790
3r,r29,681

Total

fi175,664,994
203,055,607
213,9?0,001
238,801,538
267,818,552
289,270,462
375,I73,569
337,900,548
353,082,227
378,78r,238

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

I0,154,865
10,886,380
I1,358,736
IT,BI4,42I
12,666,260
13,067,061
I3,854,968

Disability

2,898
2,977
3,084
3,204
3,349
3,518
3,661
3,960
4,081

$ 9,698,738
\0,862,247
10,453,137
12,119,325
13,242,633
13,076,20r
13,498,1l1
74,288,72L
14,7L3,825
L8,62r,742

Numrnn oF BENIFIT Rnupmms BY TYPE
Lmr Tnn Ynans
TABI,T III

Total

41,037
42,67O
43,967
45,675
47,3L7
48,467
49,595
50,405
5L,479
52,413

Year Total Counties lncals Cities Villages Colleges Technical Yocational 0ther

B6
86
B4
84
84
B4
84
84
83
83

769
769
/06
766
766
/oi)

/ ozr,

764
765
766

376
376
376
D  { , )

373
372
37I
37r
372
37r

r92
r92
I92
r92
1qr.

192
r92
t92
1A)

193

49
49
49
49
49
49
49
49
49
49

I3
l3
I J

r.)
13

I D

13

49
49
49
49
49
49
49
49
49
49

2
2
J

A

A

4
4
5
6
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RsrrnnMnm Avnrucns
Lmr Tni'r Ynens

Taur,u Y

Year Dnding
June 30

I986

1987
1988
1989
1990

1991
t992
1993
L994
l99s

Year Ending

June 30

1986
1987
19BB
1989
t990
I991
r992
t993
L994
I995

Service
Credit

16.846

t7.635
19.019
19.231
r8.734

18.909
19.528
20.2rr
20.551

20.20r

Service

Credit

63.64
63.77
62.I3
6I.40
60.75
63.35
63.2L
63.45
63.34
63.50

$\0,292
10,458

11,989
r3,015
13,034
13,352
L5,298
L5,984
16,704
16,935

$10,872
12,T84
13,060
13,433
13,539
T4,4I4
r5,644
16,652
17,370
IB,2B2

SERVICE RETIREMENT

Monthly

Amount

$304.73
328.76
378.29
43T,L7
424.85
447.56
5t ?.85
549.0r
589.07
587.84

DISABITITY RETIREMENT

$431.18
466.02
509.27
562.42
551.I2
598.58
674.50
709.53
738.03
790.66

Monthly

Amount

r3.339
13.484
13.086
14.82I
r4.018
L4,5I7
14.595
r5.I23
15.148
15.208

56.20
57.42
54.64
54.31
53.51
55.56
54.80
56.42
58.20
57.O4
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Invnsurrnirr DrstnmurtoN sv MenKEr Valur
Es or Junn 30, 1995

Canadian Bonds (1.77o)

Venture Capital (0.8%)

Tm Yran liwnsrunxr Couplntsolr
AT MARKET Valun (n BILUoNS)

5.0

Real Estate (5.0%)

Short-Term Securities (7.0%)

U.S. Corporate Bonds (8.8%)

U.S. Government & Agency Obligations (9.0%)

Mgrtgage-Backed Securities (12.4Vo\

4.4

3.0

2.0

1.0

1986 1987 1988 1989 1990 1991 1992 1993 1994 19ss

[---l Equities [---l rixed-lncome I ReatEstate I ottrer
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ft'wnsrmulw RnpoRr

Iurnonucnox
The investment program of SERS is

governed by state statute and by

Board adopted policies. Besides
limiting the amount of monies

which can be invested in specific

asset classes such as equitieso real

estate and venture capital, the state

statutes also establish financial

standards for each asset owned by

the System. Furthermore, state

statutes require that SERS' Board

and its fiduciaries discharge their

duties solely in the interest ofthe

participants and beneficiaries. And

finally, state statutes and Board

policy require the prudent diversi-

fication of the System's assets.

Board policy defines {urther the

risk levels, return requirements

and diversification methods that

SERS'fiduciaries should adhere to

as they manage the System's invest-

ment portfolio. Board policy has

charged SERS' fiduciaries with

accepting a moderate amount of

risk, diversifying the assets ofthe

portfolio by asset class and by

investment style, and achieving

competitive investment retums

within each asset class.

Assrr Alloclrton
During the year ended June 30,

SERS's staff, investment consultant

and Board have been involved in

the attainment of the asset class

targets adopted by the Board in

May of L994. As ofJune 30,L995,

SERS's Total Fund was diversified

in the following manner:

' Domestic equities were 46.84o of the
Fund versus our target of 454o.

' International Equities were8.5Vo of
the Fund versus our target of L}Vo.

' Domestic Fixed Income was 32.OVo
of the Fund versu$ our tarset of
304o.

' Real Estate was 5.07o of the Fund
versus our target of I}Vo,

' Cash Equivalents were 7.04o of the
Fund versus our target of 1Eo.

As can be seen from the above, the

SERS'Total Fund is very close to

its recommended targets. During

the coming fiscal year SERS' staff,

investment consultant and Board

will concentrate their efforts in

bringing the Total Fund even closer

to the long-term target for each

asset class. In addition to the effort

to attain SERS'long-term goals,

SERS' staff, investment consultant

and Board will endeavor to further

refine the composition of each asset

class through the addition of multi-

ple money managers with different

management styles, philosophies

and strategies. These managers

wiII be expected to increase the

overall diversification and the total

return of SERS' Total Fund.

Fum Pnnronmeircn
Major asset class retums for the fis-

cal year ended June 30 were very

attractive for all asset classes

except international equities.

Returns ranged from?A.9%o for the

Russell 3000 Index domestic equi-
ties to L.9Vo for MSCI-EAFE Index
intemational equities.

The return for SERS'Total Fund for
the year ended June 30 was I6.6Vo

versus L6Vo fot the Total Fund's

henchmark. For the ten years

ended June 30, the return for the

Total Fund was 1O.4Vo versus
I0.37o for the Total Fund's bench-
mark.

As mentioned previously, domestic
equities was the best performing

asset class. SERS' domestic equity
portfolio returned 24.87o and

l4.3%o for the one- and ten-year
periods ended June 30. This com-
pared quite well to the Russell

3000 one- and ten-year returns of
24.97o and l4.ITo, respectively.

Fixed income was the second best
performing asset class. SERS'
fixed income portfolio returned
II.37o and 9 .B7o for the one-and
ten-year periods. The Lehman
Brothers Aggregate Bond Index
returned I2.5Vo and 10.07o for the
same periods. The fixed income
portfolio underper{ormed its bench-
mark in the year ended June 30
because of its heavy weighting in
mortgage-backed securities.

SERS' real estate portfolio contin-
ued to meet or exceed its bench-
mark.

S c h o o l  E m p l o y e e s  R e t i r e m e n t  S y s t e m  o f  0 h i o



Iwnsrunnr Rnponr (Comruunn)

SERS' real estate portfolio returned

I0.6Vo for the year versus 7,97o lor

the NCREIF Classic Property Index.

For the ten years ended June 30

SERS' real estate portfolio and the

NCREIF Classic Property Index both

returned 3.37o.

A new asset class introduced into

SERS' Total Fund during the last fis-

cal year was international equities.

SERS did not start investing in inter-

national equities until December,

1994, so one year results were not

available on June 30, 1995.

Funn Srnerncv

SERS' Investment Staff and invest-

ment consultant will be working dur-

ing the coming fiscal year to further
refine the composition of each asset
class within SERS'Total Fund.

Currently SERS' domestic equity

and international equity portfolios

are passively managed to replicate

the performance of their respective
benchmark. During the coming year

SERS' staff and investment consul-
tant will retain several active man-

agers for domestic equities and

international equities. Each of these

managers will employ diverse, active

management styles which should add

value to the equity portfolio during
the coming years. During the year

ahead, the Investment Staff and con-

sultant also intend to expand the

number of active fixed income man-

agers employed by SERS. These

managers should also add return and

diversification to SERS' Total Fund.

SERS' Investmenl Staff expects to

attain all ofthe asset allocation tar-

gets established by the Board by

June 30, 1996. The attainment of

the real estate target will depend

upon the availability of good quality,

suitable, institutional grade invest-

ments at a reasonable price. In

addition to attaining the targets for

each asset class, the Investment Staff

expects to have each asset class fully

diversified by management style by

June 30,1996.
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Tms-Wnrcnrnn R.ttus or Rnrunu
ron THn Yuen Enlun Juxn 30 Annualized Rate of Return

1995

24.BVo
26.r
24.9

r1.3
L2.5

10.6
" 7 0

64.3

16.67o
16.0

I.3Vo
T,4
1.0

(2.s)
(1.3)

49.9

0.67o
1.0

12.7Vo
13.6
16.0

10.4
l1 .B

(3.e)
(3.3)

20.6

9.77o
9,4

12.SVo
13.2
13.5

II.8Vo
12.r
12.5

9, I
9.4

t .6
(0.1)

22.7

9.4Vo
8.3

14.\Vo
14.6
14.1

9,8
10.0

10.6

IO.47o
10.3

r994 1993 3-Year 5-Year 10-Year

Common stocks
SERS
Standard & Poor's 500
Russell3000

Fixed-ineome
SERS
Lehman Bros. Aggregate Bond

Real estate/Participating mortgages
SERS
NCREIF

Short-term
SERS
U.S. Treasury

Venture capital
SERS

Total portfolio
SERS
*Policy Benchmark

6.2
7.5

4.9
4.2

4.r
3.6

5.5
4.8

3.3
2.9

7.2
4.5

3.5
J . t

4.4
2.7

3.3
3.3

6.4
5.3

4to, /

B-BVo
8.7

Source: Frank Russell Company

All returns are reported gross of fees. Long-term Performance objectives for equities and fixed-income were revised in September 1994.

*policy Benchmark (457a of S&p S0o, SVo MSCI-EAFE Hedged, 57o MSCI-EAFE Unhedged, 307a Merrill Lynch Domestic Master,

107o NCREIF (one quarter in anears), }Vo Salomon Bros. 30 day T-bill)

0nro lirvnsrunNT PRoFIt[
AS OT JUNE 30, 1995

SERS continues to seek out high-quality Ohio investments. Total SERS investments in Ohio are valued at more than $300 mil-

lion which represents 6.6Vo of the market value of the Total Fund.

Mortgage-backed securities on Ohio properties

Common stock of companies headquartered in Ohio

Corporate bonds and notes of companies headguartered in Ohio

Commercial paper of companies headquartered in Ohio

Real estate in Ohio

Venture capital funds managed by Ohio firms

Total

$ 80,937,919

72,096,974

30,534,300

3r,246,468

51,000,000

34,860,797

Schoo l  Employees  Ret i rement  Sys tem o f  0h io
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TUN Ynan li'lvEsrr,rrNr Ponrrouo Sumunnv
Ymns Elrnm Junu 30

Dou.nns (Itt Mu,ttons)

Short Telm Seeurities

Vo Of Rate
Marhet Market 0f
Value Value Retuln

1986 $219.8 I0.6Vo
i987 242.7 rO.2
r9B8 286.8 11.9
1989 L84.4 6.8
1990 164.0 5.6
1991 11s.5 3.6
1992 209.8 5.9
1993 299.5 7.7
1994 269.9 6.9
i995 3L7.9 7.0

Real fistate

fo 0f Rate
Market Malket 0f
Value Yalue Rcturn

Bonds Mortgage-Backed Securities Venture Capital

7.9Vo
6.4
7.2
9.4
8.8
/ . D

+.9
D..f

3.5
5.5

I4.4Vo I1.87o
L4.2 6.9
r3.0 (0.s)
t2.5 4.s
12.3 2.8
10.7  1 .1
8.1 (s.B)
7.r (3.e)
7.5 7.2
5.0 10.6

ToOf
Market Marhet
Value Value

$457.7 22.170
472.8 r9.9
42+.2 17.7
542.5 20.1
555.6 1B.B
664.8 20.6
736.0 20.6
886.8 22.8

1,023.3 26.7
882.0 19.5

7o Of
Marlcet Market
Yalue Value

$347.8 I6.BVo
324.2 I3.7
504.0 21..0
595.5 22.I
656.7 22.2
713.3 22.I
74r.4 20.7
615.6 15.8
562.0 I4.4
566.2 L2.+

Vo Ot Rate
Market Market 0f
Value Value Return

A.770 0.0Vo
0.8 0.4
0.e (4.6)
1 .0  r7 . r
0.8 (11.e)
0.8 (7.4)
0.8 4.r
0.8 20.6
0.6 49.9
0.8 64.3

Total Investment Portfolio

Vo Of
Marhet Marliet
Value Value

Rate
0f

Return

Rate

0f
Returu

19.44o
i q

7.6

8.0
L2.2
15.5
12.3
(3 s)
12.3

16.57o
9.0
7.9

11 .9
9.8

\2.2
I + ,  D

7.8
(0 2)
9.6

fir4.7
19.8
21 .8
26.6
q A o

25.3
29.6
29.5
22.4
34.9

1986 $299.5
1987 335.3
I9BB 313.4
1989 336.1
1990 362.r
1991 34s.7
1992 289.9
1993 276.9
1994 294.8
1995 225.1

Equities

7o Of Rate
Marhet Marhet 0f
Value Yalue Retum

$ 732,1 35.3Vo
965.2 40.7
831.8 3+.6
985.0 36.6

I,I92.2 40.3
r,36r.4 42.2
r,570.2 43.9
1,783.1 45.8
'r,742.2 

44.5
2,504.9 55.3

0ther*

Vo Of
Market Market
Value Yalue

$ 1.9 0. IVo
Iz.t 0.5
2I .7 0.9
23.1 0.9

Rate
0f

Return

[I.O)Vo
B.+

fiz,073.5
q  a . 1 q  1

2,403.7
2,693.2
2.955.4
3,226.0
3,576.9
3,89r.4
3,9r4.6
4,531.3

I00.0Vo 2I.3Vo
100.0 r2.7
100.0 0.9
100.0 r29
100.0 10.3
100.0 9.7
100.0 11.0
100.0 9.7
100.0 0.6
100.0 16.6

Rate
0f

Return

37.6Vo
23.3
(7.1)
19.4
15.5

o . t

13.0
12.7
1 .3

24.8

* Includes returns on convertible bonds and common stock options used at various times during the periods.
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Invrsrmnnr Ponrrolro
As 0r Junn 30, 1995

Fxnl-lncour Ponrrolto

D[SCRIPTION

Canadian Bonds:
Ontario Hydro
Ontario Province
Ontario Province

TOTAL

Corporate Bonds:

Anheuser Busch Cos.
Archer Daniels Midland Co.
Associates Corporation
Associates Corporation
Associates Corporation
Associates Corporation
BP America Inc.
Bank One Corporation
Bellsouth Telecommunications
Coca-Cola Company
Coca-Cola Company
Ford Holdings
Ford Motor Company
Ford Motor Credit Company
J.C. Penney & Company
Johnson & Johnson
Pepsico Incorporated
Pepsico Incorporated
Shell Oil Company
Union Electric Company
Union Electric Company
Wal-Mart Stores
Wbl-Mart Stores

Wbl-Mart Stores
Walt Disney Company
Wisconsin Electric Power

\Visconsin Public Service

TOTAL

MATURE
DATE

03l3U9B
r0l0U97
r0lr7l0r

12l0u99
05/r5/03
r.0/15/03
0210U03
r2lL7l02
12123102
02l0U03
0BloU02
)Utsl0e
07lr5l03
09l75l9B
03/01/00
0UoU97
rot0U96
rursteg
06129102
11/01/98
IOIOUqB
0BlL5l02
0B/01/04
07lr5l03
10/15/03
06/01/03
04l0Uor
10127108
0B/01/04
a2l0U03

PAR VATUE

$ 20,000,000
35,000,000
20,000,000

$ 20,000,000
32,000,000
10,000,000
5,o0o,o0o

15,000,000
5,000,000

22,000,000
30,000,000
5,000,000

20,000,000
32,000,000
10,000,000
6,300,000
5,900,000

15,000,000
13,000,000
24,000,000
20,000,000
5,ooo,ooo
B,o0o,00o

17,000,000
5,000,000

25,000,000
10,000,000
13,000,000
10,000,000
5,000,000

BOOKYATUI

$ 20,916,245
30,927,304
g,69I,4BI
5,r98,494

15,000,000
5,ooo,0oo

22,780,803
30,974,886
5,005,855

18,318,685
33,193,668
9,857,303
6,076,L44
5,930,776

14,661,255
13,886,285
24,576,820
20,89I,659
5,268,091
9,635,334

18,333,890
4,982,323

26,034,623
I0,454,394
13,000,000
9,965,67).
5,32r,944

MARKET
VAIUE

$ 21,868,200
31,124,800
g,363,loo
4,975,r00

15,897,600
5,314,950

24,722,940
30,534,300
4,563,750

19,156,200
33,425,280
10,984,500
6,L42,50O
6,022,484

14,558,400
r3,534,430
24,929,520
20,786,200
5,025,950
B,oBB,32o

17,880,260
4,674,r00

24,694,250
10,981,800
11,836,240
10,323,500
5,026,r50

MTING

A.
A.
A-

5.800
5.700
8.000

$ 19,852,932 $ 19,769,800
34,813,181 34,615,000
2r,837,767 21,425,000

$ 75,000,000 $ 76,503,880 $ 75,809,800

A-

A-
A-
A-
A-
A-
A.
A+
AA
AA
M
A
A

A+
A+
AA
A
A

AA
A-
A-
AA
AA
AA
A+
A+
A+

8.750
6.250
5.750
6.875
7.600
7.650
8.750
7.250
5.875
6.000
7.875
9.250
5.200
8.000
5.375
7.375
7.625
7.750
6.700
6.875
7.650
5.875
6.500
8.625
5.800
7.250
6.800

0oo $394,883,933 $396,434,824

Schoo l  Employees  Ret i rement  Sys tem o f  0h io



Ixvnsrmum Ponmono (Comnunn)

Fxno-Incomu Ponrrolto (Coutmuuo)

DESCRIPTION

MATURI
DATE

U.S. Government & Agency Bonds:
Tieasury Bond
Tieasury Bond
Treasury Note
Tleasury Note
teasury Note
teasury Note
Treasury Note
Tieasury Note
teasury Note
Treasury Note
teasury Note
teasury Note
Treasury Note
Treasury Note
Tieasury Note

TOTAL

FHLMC.ARM 846008
FHLMC-ARM 845495
FHLMC CMO Series L-5
FHLMC CMO Series M-6
FHLMC PC 2LB42I
FHLMC PC 282425
FHLMC PC 280327
FHLMC PC T70192
FHLMC PC LB677T
FHLMC PC 290357
FHLMC PC 544135
FHLMC PC 553463
FHLMC PC 360011
FHLMC PC 3600T5
FHLMC PC 54TL4T
FHLMC PC 550798
FHLMC PC 160080
FHLMC PC 160088
FHLMC PC 306937
FHLMC PC 53T636
FHLMC PC 160093
FHLMC PC 170034
FHLMC PC 1BII37
FHLMC PC TB42OB
FHLMC PC 255385
FHLMC GMC Series D-7979

AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA

AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA

7.r25
7.500
7.000
7,500
7.500
7.875
7.875
8.000
8.125
8.500
9.000
9.I25
9.250
9.200
7.750

02lrsl23
TII15IT6
041r5t99
11/15/01
Ost15t02
oB/15/01
rU15t04
05/15101
02lr5l9B
04ftsl97
0sfist98
uslLstee
0Bltsl98
ogl2sl97
o4l0u9B

r2t0t l24
0910r123
05/01/01
r2loll15
0710u02
r2l0Il16
09l0t"l16
09l0Ll16
06lorlrl
0rl0rlr7
I2lOrl19
1010r120
09l0U17
TIIOIIIT
orl0rl20
0710U20
osl0U09
0etoU09
L0lou09
02/01119
10/01/0e
07l}Ilrc
ou0Ut2
04t07t73
oTl0rlts
0et15t09

$ 85,169,519
9,52r,149

25,810,836
42,216,672
43,299,867
28,990,156
3r,038,267
26,725,305
20,850,74r
20,678,755
10,065,394
TO,I76,LB2
20,343,942
13,208,538
4,935,979

PANYATUI

$ 84,000,000
10,000,000
25,000,000
43,000,000
40,000,000
27,000,000
30,400,000
25,000,000
20,000,000
20,000,000
10,000,000
I0,000,000
20,000,000
13,000,000
4,g4l,gor

BOOKVALUE

MARK[T
VAI,UI

$ 88,501,560
10,887,500
25,863,250
46,157,920
43,062,400
29,476,440
33,858,000
27,398,500
21,071,800
20,887,400
10,803,100
11,068,700
2r,87r,BOO
13,812,500
5,045,236

$382,341,901 $393,031,302 $409,766,106

5.844
5.891
7.900
B.BOO
9.000
9.000
9.000
9.000
9.250
9.500
9.500
9.500

I0.000
10.000
10.000
I0.000
10.500
10.500
10.500
10.500
12.000
12.000
12.000
12.000
12.000
12.4s0

I 6,94r,L69
7,994,146
3,449,883
5,4L8,602

554,383
614,957
392,853

2,080,976
2,027,794
r,4g0,g4g

808,627
782,503

3,r54,285
r,701.,762

505,563
16I,565
53,537
79,946

551,208
4,480,940

672,756
10,656
8,003

33,113
5,022

4,001,086

$ 7,043,785 $
8,056,410
3,390,381
5,309,274

554,383
610,L94
389,BOB

2,087,164
2,024,247
r,490,424

798,641
780,509

3,157,101
r,696,65I

504,805
L6I,502
53,544
79,956

551,208
4,474,293

672,756
10,656
8,003

33,113
5,022

3,872,096

7,093,007
8,r48,992
3,459,584
5,B2r,6rr

575,345
642,993
410,810

2,r74,224
2,123,587
1,568,523

842,484
823,115

3,4r2,431.
1,841,035

546,686
L73,783
57,745
86,230

593,684
4,842,I93

730,761
11,575
8,693

36,010
5,464

4,301,168
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Invnsrunirr Ponrrolro ( Coxrrnunl)

Frxnl- Incomn Ponruolro (Conununr)

DESCRIPIION

MATURE
DATE PAR VALUI BOOKVATUE

Mortgage Passthroughs (Continued)
FHLMC PC I7OO7I AAA
FHTMC PC 170068 AAA
FHLMC PC I7OO73 AAA
FHLMC PC 170086 AAA
FHLMC PC IB454B AAA
FHLMC PC IB54B9 AAA
FHLMC PC L7OO74 AAA
FHLMC PC L7OO77 AAA
FHLMC PC I7OIO7 AAA
FHLMC PC I7OO9I AAA
FHLMC PC 17011I AAA
FHLMCPC 252864 AAA
FHLMC PC TBI52B AM
FHLMC PC 170096 AAA
FHLMC PC I7OO72 AAA
FHLMC PC L7OO27 AAA
FHLMC PC I7OO45 AAA
FHLMC PC 170052 AAA
FHLMC GOLD C9OO41 AM
FHTMC GOLD DI-6930 AAA
FHLMC GOLD D2.6BT5 AAA
FHLMC SER 1166.PF AAA
FHLMC 126T-I AAA
FHLMC GOLD D1.9553 AAA
FHTMC GOLD D2.T672 AAA
FHTMC GOLD CBOOO3 AAA
FHLMC MUL.FAM 220022 AAA
FHLMC SER I2A AAA
FHLMC MUL.FAM 490011 AAA
FHLMCSERTA AAA
FNMA-ARM 23367I AAA
GNMA
GNMA
GNMA
GNMA
GNMA
CNMA
GNMA
GNMA
CNMA
GNMA
GNMA I

12.500
12.500
]2.500
12.500
12.500
12.500
12.500
1.2.500
12.500
12.500
12.500
r2.500
13.000
13.000
14.000
14.750
15.000
16.250
6.500
7.500
7.500
7.900
8.000
8.000
8.000
8.000
9.250
9.250

10.000
10.t50
5.939
6.500
7.000
7.500
8.000
8.500
9.000
9.500

10.000
11.000
11.s00
12.000

r2loLl12
tolour2
0r/01/13
09/01/13
o2l0rl13
07l0vr3
02loIlL3
04/0i/13
12l0tl14
01/01/14
01/01/rs
03/01/t5
0B/01/10
0610u14
r2lou12
03/01/r0
03/01/11
07l0vrr
1U01/r3
03lorl22
06loU22
rclL'lL7
09lrsl20
0slorl22
0610U22
rrlorl22
06lorl02
11lr5l19
0eloLl97
o4lLst06
09loU23
Various
Various
Various
Various
Various
\hrious
Yarious
Various
Various
Various
\hrious

$ 59,154
7,520
1,440

7L,T86
22,308
30,076
9,965

11,350
14,015
4,r53

4L',626
1.7,870
23,029
3,270

73,434
431,306
70,484
24,738

5,416,609
2,652,789
6,275,759

r95,442
20,62r,000
1,500,959
4,28I,678
9,362,554

1o,579,667
5,347,522
3,189,078
2,466,40A
9,030,82r

80,44L,984
68,089,508
93,4r2,243
60,562,680
17,768,6T8
32,484,748
r4,I77,927
4,634,619
2,267,348

977,465
793,6L3

$ 65,828
8,368
r,602

79,2r7
24,825
33,469
11,089
L2,63r
15,596
4,62L

46,322
19,886
25,72L
3,652

82,613
485,2r9
79,294
27,978

4,825,326
2,66r,065
6,295,339

r95,075
2L,548,945
1,530,288
4,36r,959
9,538,101

11,419,386
5,73r,848
3,428,259
2,519,582
9,248,126

77,274,179
67,004,L61
93,879,305
62,246,883
18,568,706
34,322,075
15,146,984
5,045,036
2,5L3,999
r,094,644

MANKET
VATUE

892

$ 59,154
7,520
I,440

71,186
22,308
30,076
9,965

I1,350
14,015
4,153

41,626
T7,B7O
23,029
3,270

73,434
431,306
70,484
24,738

5,062,828
2,580,845
6,237,888

I95,577
20,407,I43
1,505,618
4,318,802
9,453,415

10,489,669
5,328,760
3,189,956
2,466,400
9,136,629

80,134,501
69,L44,454
92,536,905
60,200,549
17,700,I58
32,416,137
14,161,858
4,59r,640
2,267,348

977,465
793,6]3

AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
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Imvnsrmum Ponrrolro (Conuirunl)

Fxm n'lcomn Ponrrouo (Corurnuun)

DNSCRIPTION MTING

Mortgage Passthroughs (Continued)
GNMA I AAA

MATUR[
DATI

Various
Various
Various
Various
Various
\hrious
Various
Various
Various
Various
Various
Various
Various
Various
Various

\/arious $
\hrious

MATURI
DATE

PAR YATUE

$ 499,145 $
178,473
264,I72
I  11 ,137
170,449
I57,690

39,319,134
B4g,25I

4,517,247
r,697,743

l95,2BO
8r7,772
4Bg,7A5

I.477,359
I

555,9 5,62

1,812
8,976

BOOKVAJ,UI

MARKIT
YAI,UE

563,373
20L,785
298,5r5
I24,666
l96,868
r82,920

4r,037,r7Q
891,195

4,829,r22
L,836,209

2Ir,939
Bg5,714
538,980

1,638,436
162,381

,832

L,749
8,632

CNMA
GNMA
GNMA
GNMA
GNMA
GNMA II
GNMA II
GNMA II
GNMA II
GNMA II
GNMA II
GNMA II
GNMA II
GNMA II
TOTAL

12.500
13.000
13.500
14.000
r5.000
16.000
9.000
9.500

10.000
10.500
11.000
11.500
12.000
12.500
13.000

Various

Various

AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA

AAA
AAA
AAA
AAA

AAA
AAA

RATING

499,145 $
178,473
264,172
111,137
170,449
157,690

39,646,025
B43,6Lg

4,517,876
1,693,372

r95,036
8r7,697
489,705

1,477,335
1"46,869

rHA/VA

FHA
VA

TOTAL

TOTAL FIXED.INCOME PORTFOTIO

Suonr-Tnnu Ponrrouo

DBSCRIPIION

$ l ,BL2
8,976

$ 10,788 $ 10,788 $ 10,381

$ 1,40 I,468,3 L4 fiI,4r9,669, 5 I 0 fiI,448,28r,9 43

PAR VATUE BOOKYATUI
MANKOT
VAI,UE

Commercial Paper P-1 Various Various $ 319,079,000$ 317,869,973$ 3r7,869,973

Rnel Esreru PoRrnolto

DESCRIPTION

Equitable Hawaiian Properties Fund
L&B SERBO Trust Fund
Morgan Guaranty Trust Co. of NY
Nationsbank
Phoenix Homelife/Casa Grp LtC
Prudential Insurance Sep Account I
Monroeville Mall Mortga ge Loan BVo

TOTAI RBAI ESTATE PORTFOIIO

Commingled
Commingled
Commingled
Commingled
Commingled
Commingled

Commercial Mortgage

BOOKYATUE

I 96,769
132,098,910
28,905,030
15,905,227
14,404,440
27,520,843
25,790,524

MARI{f,TVAIUI

$ 83,661
I30,277,394
23,196,I37
10,345,257
15,003,343
20,682,242
25,790,524

f i  244,72r,743

S c h o o l  E m p l o y e e s  R e t i r e m e n t  S y s t e m  o f  0 h i o
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Iir'ynsrunm Ponrrouo (Contnunl)

Vrnrunn Clpnll Ponrrouo

DESCRIPIION

Alpha Capital Fund II
Brbntlev lI
Cardinal Development Fund I
Morgenthaler Venture Partners II
Morgenthaler Vdnture Partners III
Primus Capital Fund
Primus Capital Fund II
TOTAI, YENTURE CAPITAT PORTFOLIO

Srocr Ponrrolto

DESCRIPTION

S&P 500 Flagship Commingled Fund
Russell Special Small Co. Commingled Fund
MSCI-EAFE Commingled Fund

TOTAT STOCK PORTFOTIO
TOTAT SERS PORTFOTIOS

FUND UNITS

20,989.,455
28,978,016

BOOKVATUI

r45,736
689,698
460,745

5,L05,394
23,059,619

53r,rg2

$r,467,r7L,292
305,280,806
386,235,308

MARKIf, VATUE

L45,736
689,698
460,745

5,r05,394
23,059,6L9

53L,I92

$1,780,136,675
338,695,048
386,034,078

fi 34,860,7 97 $ 34,860,797

BOOKYATUE MARKETVATUE

13,I99,551

63,167 ,022 fiz,I52,687,406 $2 ,504 ,865 ,801
#4,169,809,429fiA,53I,257,072
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l.rvnsrmnm Poucy

A. Punposn.
The purpose of this Statement of

Investment Policy is to define the
Retirement Board's investment phi-

losophy and objectives for the
School Employees Retirement
System of Ohio. This statement
sets forth policies and describes
the organization and division of
responsibilities to pmdently imple-
ment the Board's philosophy and
objectives in accordance with
Section 3309.15 of the Ohio
Revised Code. It also establishes
the framework and specific objec-
tives to monitor investment perfor-

mance and promote effective com-
munication between the Board and
the Investment Staff and
Investment Managers,

The contents of this Statement of
Investment Policy and the associat-
ed Guidelines and Objectives are
subject to change at any time by
the Board. The Statement will be
reviewed and revised periodically

to assure that it continues to reflect
the attitudes, expectations and

objectives of the Board.

B. Bacrcnoum.
The School Employees Retirement
System of Ohio was established by
the state legislature to provide

retirement and disability benefits
for all non-certificated persons

employed by the state's school dis-

tricts. This purpose is sustained by
the member and employer contri-

butions and returns realized from
investment of those contributions.

The System is governed by a seven
member board, including the Ohio

Attorney General and State Auditor,
with responsibility for the invest-
ment function as set forth in the
Ohio Revised Code. In addition to
the investment function, the Ohio
Revised Code also sets forth the
fiduciary responsibility of the
Board and of other fiduciaries in
discharging their duties with
respect to the {und. This Statement
of Investment Policy incorporates
and is subject to all restrictions,
guidelines and obligations set forth
by the Ohio Revised Code.

C. l'msrunxr PHrtosoPHY.
1. Risk Posture.

The Board realizes that its pri-
mary objective is to assure that
the Plan meet its responsibilities
for providing retirement and
other benefits. Therefore. it
shall always act to assure that
the level of investment risk in
the portfolio shall be prudent
and shall not jeopardize that pri-
mary objective.

2. Return.

The Board believes, however,
that over the long-term there
exists a relationship between the
Ievel of investment risk taken
and rate of investment return
realized. The Board feels that
assumption of a moderate level
of risk associaied with invest-
ments is reasonable and justi-

fied in order to enhance poten-
tial long-term investment
results.

3, Diversification.

The Board seeks diversification

by asset class and by investment
approach and individual invest-

ments within asset classes to
reduce overall portfolio risk.

4. Liquidity Requirements.

The System anticipates positive

cash flow over the near-term and
intermediate+erm. Liquidity,
for the purpose of immediate

and intermediate-term benefit
payments, is therefore not a
major consideration in the
investment of funds for the fore-
seeable future.

D. Ilwnsrunnr OBJECTIYES.

In defining investment objectives

the Board seeks to enhance the
investment retums of the fund in

order to permit higher benefits and

to achieve lower costs. Therefore"
it adopts the following general
investment objectives:

1. Performance Objectives.

a. Maximize Total Return on

Assets: Recognizing that

the System's obligations

will increase as a result of
inflation. to maximize the
total return on assets avail-
able for the provision of
benefits while operating in

accordance with applicable
regulatory restrictions and
within prudent parameters

of risk.

b. Preservation of Principal:

To protect the System from

severe depreciation in

asset value during adverse
market conditions.
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This objective shall be

attained by broad diversifi-

cation of assets and careful

review of risks.

c. Competitive Results: To

achieve investment results

competitive with those of

the broad market and of

similar funds. Long-term

results shall be empha-

sized.

2. Risk.

a. Stability: While the Board

seeks higher long-term

investment results. it also

seeks to avoid major fluctu-

ations in year-to-year

results.

b. Risk Level: The Board

seeks to maintain a reason-

able degree of total portfo-

lio risk. defined as that

which would be experi-

enced by similar retirement

systems.

3. Other Objectives.

a. Ohio Investments: Where

investment characteristics,
including return, risk and

liquidity, are equivalent,

the Board will give careful

consideration to invest-

ments which will have a

positive impact on the

economy of Ohio.

E. IuplnmnxrauoN APPRoAcH.
In order to monitor and control the

activities within the investment

function, the Board has reserved

certain responsibilities for itself. It

has also delegated certain responsi-

bilities to the Investment Staff, to

organizations serving as Investment
Managers and, from time to time, to

other consultants or advisors.

These are enumerated in Section E
Investment Organization and

Responsibiiities.

In fulfilling its fiduciary duties, the

Retirement Board employs a com-

petent and qualified Investment

Staff for the management of the
major portion of portfolio assets. In

those areas where specialized

expertise is required, the

Retirement Board employs the ser-

vices of outside Investment

Managers. Criteria to be used in

the selection of such Investment

Managers are also enumerated in

Section E

The Board has also established a

reporting proce$s for regular and

timely review and evaluation of

investment results. This is

described in Section G, Review and

Evaluation. Finally, the Board has

adopted Investment Guidelines and

Objectives for each asset class and

each investment management

accountability unit within those

asset classes. These guidelines

also specify long-term target ratios

for asset allocation, as well as per-

missible ranges related to those tar-

get allocations. These guidelines

and objectives are regularly evalu-

ated and updated based on market

conditions, investment results and

the recommendations of the

Investment Staff, Investment

Managers and other consultants or

advisors.

F. InvssrMu'm OncentzanoN AND
RsspoNsBtltflns.

1. Responsibilities of the

Retirement Board.

The Retirement Board recog-

nizes its responsibility to ensure

that the assets of the Plan are

managed effectively and pru-

dently, in full compliance with

all applicable laws, and for the

exclusive benefit of participants

and beneficiaries. The Board

believes it can best manage

those responsibilities by dele-

gating certain specific duties to

others. as described below. In

addition, the Board may desig-

nate certain of its members to

act as an lnvestment Committee

or a Subcommittee from time to

time, and may delegate certain

decision-making or fact-finding

responsibilities to that commit-

tee or subcommittee.

Specific responsiliilities of the

Retirement Board or its

Investment Committee or

Subcommittee are as follows:

a. Ensure that all fiduciaries
comply with the Ohio

Revised Code and any
other applicable regula-

tions and legislation.

b. Establish investment poli-

cies, guidelines and objec-

tives for the assets of the

Plan and communicate
them to the Investment
Staff and Investment

Managers.
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c. Appoint and discharge
those with responsibility
for managing the Plan's
assets, including
Investment Managers, con-
sultants and any others
involved.

d. Request, receive and
review reports from the
Investment Staff and

Investment Managers.

2. Responsibilities of the
Investment Staff.

The Investment Staff, headed by
the Executive Director and the
Director of Investments, shall
accept the following responsibil-
ities. The Executive Director
shall:

a. Obtain necessary reports
on the investment results of
the Plan's assets on a time-
ly basis as specified in
Section G, Review and
Evaluation.

b. Retain any consultants or
advisors deemed necessary
or desirable for assislance
in the investment of Plan

assets, and for meeting his
responsibilities.

c. Oversee the investment
function.

The Director of Investments shall
accept the following responsibili-
t ies:

a. Administer the policies,
guidelines and objectives
adopted by the Retirement

Board of the School

Employees Retirement

System of Ohio in compli-
ance with the relevant sec-

tions of the Ohio Revised
Code.

b. Inform and communicate to

other Plan fiduciaries,

including all Investment

Managers, the require-

ments of the Ohio Revised
Code and the policies,
guidelines and objectives
adopted by the Retirement
Board, and monitor their
compliance.

c. Prepare annually an
Annual Plan for the invest-
ment of the Plan's assets
with recognition of the tar-

get asset mix ratios and the

permissible ranges for

asset allocation established

by the Board.

d. Implement the Annual
Plan, exercising the judg-

ments allowed by the Board

as to the asset allocation
ranges for that year.

e. Report to the Board or its

Investment Committee any

intra-year changes in the

Annual Plan, in the asset
allocation among man-

agers, or proposed changes
in the policy, guidelines or

objectives which the
Investment Staff deems
desirable or which are rec-

ommended by an
Investment Manager or
other consultants or advi-

SOTS.

f. Oversee the activities of
the Investment Staff.

3. Responsibilities of the
Investment Managers.

Each Investment Manager,
including Investment Staff with
respect to internally managed
assets, shall accept the following
responsibilities for the specified
investment management
accountability unit which it
manages.

a. Manage the assets within
its control in compliance
with the relevant sections
of the Ohio Revised Code
and with the policies,
guidelines and objectives
adopted by the Retirement
Board.

b. Exercise investment dis-
cretion within the guide-
lines and objectives speci-
fied, including decisions to
buy, hold or sell securities
based on the manager's

current investment strategy
and outlook and compati-
ble with such objectives.

c. Inform the Retiremenr
Board or the Investment
Committee of any substan-
tial changes in investment
strategy, portfolio structure,
value of assets? and of any
organizational changes,
including that of owner-
ship, affiliat ion, or ganiza-
tional structure. financial
condition, or changes in
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professional personnel

staffing the investment man-

agement organization.

d. Prepare reports for the Board

or Investment Committee
prior to any scheduled meet-

ings but at least on a quar-

terly basis.

e. Recommend to the Board or

Investment Committee any

changes in policy, guidelines

or objectives which the

Investment Manager

believes to be desirable.

4. Criteria For Investment

Managers.

In instances where the

Retirement Board has determined

it is desirable to employ the ser-

vices of an outside Investment

Manager, the following criteria

shall be used in the selection of

such firms:

a. Organizational Qualifi ca-

tions: To be selected, the

organization shall be quali-

fied to serye as a fiduciary to

the System, shall comply

with all applicable nondis-

crimination and affirmative

action requirements, shall

adequately address potential

conflicts of interest and shall

have a history of profession-

alism and ethical perfor-

mance.

b. Investment Approachl The

approach utilized by the

organization shall be com-

patible with the System's
objectives and guidelines. It

shall also be eomplementary

to the System's other

Investment Managers.

c. Personnel: The organization

shall have an experienced

professional staff with ade-

guat€ research and support
personnel and a credible

program or history demon-

strating the ability to retain

key personnel.

d. Performance: The organiza-

tion and/or its personnel

shall have demonstrated the

ability to achieve above
average performance in

implementing the investment

approach for which it is

being considered.
Satisfactory client references

shall also be available.

G. Rnunw AND EvALUATIoN.

The Board shall review and evaluate

periodic reports on the investment

results of the Plan's assets, as

described below, obtained by the

Executive Director. In addition, the

Board shall review the periodic

reports of each Investment Manager.

In these reviews. it is intended that

greater emphasis shall be given to

long-term results than to short-term

results. Following is the intended

frequency for the review and evalua-

tion, although these may be altered

by the Board as deemed necessary:

1. Quarterly.

Summary Investment RePorts -

including highlights and com-

mentary of investment perfor-

mance? asset composition and

holdings for each asset class and

each investment management

accountability unit. These

reports shall identify any results

which require the attention of the

Board.

Investment Manager Reports -

prepared by the manager of each

investment management account-

ability unit, reporting on the

results of the most recent period.

2. Annually.

Detailed annual investment

reports - these reports will

include the contents of the quar-

terly summary reports, as well as

additional detail regarding the

investment results for each

investment management account-

ability unit.

Written and/or verbal reports pre-

sented by the manager of each

investment management account-

ability unit. These shall be

scheduled on a staggered basis

throughout the yeaq as deter-

mined appropriate by the Board.
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Punposn
The School Employees Retirement
System of Ohio was established in
1937 by the state legislature to pro-
vide retirement and disability bene-
fits for all non-qertificated persons
employed by the state's 766 school
districts. This purpose is sustained
by the member and employer contri-
butions and the income realized from
investment of those contributions.

Anunrsrruuoll
The functioning of SERS is super-
vised by a seven member Board
which works in conjunction with the
System's Executive Director. Four of
the seven Board members are elect-
ed by the general membership (those

who contribute to SERS) and one is

elected by retirees. The Ohio
Attomey General and State Auditor,
by virtue oftheir elected office,
serve as the remaining two Board
members in an ex officio capacity.

The Executive Director is appointed

by the Board. This person oversees
the administrative operation of the
System, and is aided by four direc-
tors. Their areas ofresponsibility are
finance, investments, member ser-
vices, and management information
services.

Euplovnn Pffirtctp,c.troN
The school employers served by
SERS include public schools within
the staters cities, villages and coun-
ties, as well as local districts, voca-

tional and technical schools, and

The University of Akron.

Employers contribute to SERS at the
rate of I4.07o of payroll. Some

employers pay the System directly
on a monthly, quarterly, or annual

basis, while others make payments
through participation in the Ohio

Department of Education's School
Foundation Fund.

In addition to forwarding appropriate

contribution amounts to SERS, it is
the responsibility of the employers to

supply SERS with new membership
records, members' contribution infor-

mation, and any data needed at the

time of a member's application for
benefits or refund of deposits on ter-
mination of employment.

Eurrornn Pmucpanou
Membership in SERS is divided into

several groups based on the activity

of a member's SERS account.
Member groups are:

A. Active Members - These are per-

sons currently employed by a

school employer. Membership is

required for most employees
working in a position that does

not require certification by the

Ohio Department of Education.
These persons include clerical
workers, maintenance personnel,

bus driverso food service workers,
playground supervisors, data pro-

cessing personnel, etc. Two
exceptions to the membership

reguirements are: (l) persons
with student status within a

school district may choose to

become members of SERS: and
(2) temporary employees for

emergency purposes. Active

members have an amount equal to

9.07o of their earnings deducted
from their gross salaries for eash
payroll period. These amounts are
then forwarded to SERS by the
payroll officer and applied to the
member's account at SERS.

B. Inactive Members - These are
persons who have contributions

on deposit with SERS, but are not

currently employed by a school

district in the state of Ohio.

C. Retired,/Disahled Members -
These are persons who have
either (1) met the age and service
requirements for retirement from
service; or (2) become eligible to
receive benefits as a result of an
injury or illness that prevents the
member from performing regular-
ly assigned duties.

D. Member's Survivors - When a
member dies before retirement,
the qualified beneficiaries
become eligible for monthly ben-
efits from SERS.

Rnnunn oF CoNTRTBUTToNS

A member is entitled to a full refund
of contributions with SERS upon ter-
mination of school employment.
Only the money the member has
contributed is refundable.

In accordance with the Ohio
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 SERS.

The refunded amount, plus interest,
may be redeposited if, at some later
date, the member returns to school
service or to any other public service
with the state of Ohio. This purchase
may be made after the member has
been credited with 1,5 years ofcon-
tributing service.

Snnucu Rnrmnunnr
Members may retire from school
employment if they have attained

one of three combinations of ase or
service:

1. Five years of service and age 60,
or

2. Twenty-five years of service and
age 55; or
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3. Thirty years of service at any age.

A member's age is defined to be the

actual age a percon has reached on

the day of retirement. Any change of

the date of birth on our records must

be substantiated by submitting proof

of date of birth to the System.

Snnucn Cnnurr
Service credit is the actual number

of years or fraction thereof a person

worked within a school district or

districts in Ohio schools, plus any

other free or purchased service the

System recognizes.

Free service is service for which no

contributions are required. This

includes military service performed

while on leave from the school dis-

trict; service with a school system

before establishment of SERS in

1937; or service granted for a period

(three years or less) spent offthe dis-

trict's payroll while drawing state

worker's compensation for a school
job-related accident.

Purchased service is service for

which payment plus interest is

required. The interest rale is 7.SVb.

Service must be purchased before

the date of retirement if it is to be

considered in calculating the mem-

ber's benefits. Payment may be made

in a lump sum or in multiples of one

month or more so long as the com-

plete amount due is tendered before

retirement. The types of service that

can be purchased are:

Military - A member may purchase

up to five years of credit in SERS for

active sewice in the armed forces of

the U.S. There is no restriction

placed on time elapsed between

school employment and the time

spent in the military. A member may

purchase additional service credit if

the military service includes prison-

er of war time. Purchased credit may

not be greater than the member's

actual Ohio school emplovment

credit.

Federal, Other State, or School

Service - The member may purchase

credit for service rendered in a

school or government position out-

side the State of Ohio. The service

cannot be greater than the member's

SERS service nor can it exceed five

years.

Refunded Service - Service lost due

to the payment of a refund may be

restored after the member has

returned to work and accrued I.5

years of service covered by SERS,

STRS, PERS, PFDPE OT SHPRS. AN

interest charge is payable in addition

to the restored funds.

Compulsory Service - This is service

for which the member should have

made contributions while working,

but did not, for whatever reason. The

full amount, plus interest, must be

paid before retirement benefits are

granted.

Optional Service - This is service

during a period when the member

was given a choice of contributing or

refraining from doing so. The mem-

ber must pay back contributions and

may be responsible for the employ-

er's share.

Leave of Absence - A member

returning to work after a period of

authorized leave may purchase ser-

vice credit for the period involved.

An employer 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 SERS, but also at State
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Teachers (STRS) or Public

Employees (PERS) Retirement

Systems is eligible to receive trans-

ferred credit from either or both of

those systems. Any service which is

not concurrent with (served at the

same time as) SERS service will be

included in determination of retire-

ment benefits.

Emlv RnrmnMENT CREDIT

Employers may purchase up to five

years of service credit for their eligi-

ble employees under an early retire-

ment incentive plan authorized by

l9B3 legislation.

Adoption of a plan is optional and

only employers may purchase up to

five years of such credit.

Burnmr Cemuuuon
The final average salary is the aver-

age of the member's highest three

years of earnings while in the school

service.

The benefit amount is calculated in

this way:

The final average salary amount is

multiplied by 2.!7o to determirre the

value of a year of service credit. This

value cannot be less than $86. Ifit

is" $86 is used. The value is then

multiplied by the number of years of

service credit. This calculation
yields the annual retirement benefit

amount for a person who has service

at retirement time,

For "early retirement" (the member is

under age 65 or has less than 30
years of service) there is a colTe-

sponding percentage of decrease in

the required benefit amount to allow

for an extended period of retirement.

Reduction factors are required by

Ohio state law and set by the Board

as recommended by the actuary.



Rnrmnunm Oprrons
Should the retiring member wish to
provide a benefit amount for a bene-
ficiary upon the retiree's death, this
may be done by the seleciion of one
of the optional retirement plans pro-
vided for this purpose. Optional
plans may be altered by the retired
member should the beneficiary die
before the retiree or in the event of a
divorce" with consent of the ex-
spouse.

Dnmu,rry RnrmBunnr
A member prevented from perform-
ing regular duties on the job after
incurring an injury or illness may
apply for monthly disability benefits.
To qualify, the member must have at
least 5 years of service credit. In
addition to the age and ser"irice
requirements, the member must:

' Have developed the disabling ill-
ness or injury after last becoming
a member of SERS;

' Have been recommended for
approval by a SERS-sponsored
medical review board;

. Have applied for benefits within 2
years of the last day of service
with the school district:

. Not have withdrawn contributions
or retired on service retirement.

There are two disability plans with
differing benefits. All new members
are under the new plan. Benefits
range from 307o qf final average
salary to 757o. Benefits are lifetime
under the old plan, subject to re-
examination, and may be converted
to service retirement under the new
plan.

Dmrn Bnunnrs
The designated beneficiary ofany

SERS retirees will receive a $500
lump sum payment upon the retiree's
death. Ifthere is no beneficiary pay-
ment is made to the person responsi-
ble for the burial expenses or to the

retiree's estate,

Sunuvon BnNnrrrs
Qualified dependents of a deceased
member may apply for monthly sur-
vivor benefits. Such benefits are
payable if the member had at least

lB 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 receivine a dis-
ability benefit.

If the member was eligible for ser-
vice retirement but had not yet

applied for benefits, the surviving
spouse or other single dependent
beneficiary of any age can draw a
monthly lifetime benefit known as
the joint survivor option. Duration of
survivor benefits depends primarily
on the age and marital status of the

dependent(s).

Hnelrs Cenn enn Orunn Bnnnnns
Eligible benefit recipients receive
medical insurance from SERS.
Coverage for a spouse and/or depen-
dent children can be provided by
means of a monthly deduction from
the benefit. Coverage is offered by
the selection of the Aetna insurance

company, for those persons in the
Cleveland area, the l(aiser health
plan, or for those in the central Ohio
area, HealthFirst, Inc.

If the benefit recipient participates
in Medicare B. SERS reimburses the
recipient $24.80 per month.

An optional prescription drug pro-
gram is available to benefit recipi-
ents of SERS and their dependents

who are covered under the Aetna
plan. Participants may either choose
to obtain prescription drugs from a
participating local pharmacy and pay
207o of the cost or they may elect to
receive the drugs by mail from a
Iicensed mail order pharmacy for a
minimal fee per medication.

Members retiring after June 1, 1986
must have J0 or more years of ser-
vice credit to qualify for the health
care benefits.

Members retiring on and afier
August 1, 1989 with less than 25
years of qualified service credit pay
a portion of their premium for health
care. The portion is based on years
of service up to a maximum of 75Vo
of the premium,

Cosr or Lmuc Incnuasns
After 12 months on the benefit rolls,
and each year thereafter, SERS
retirees are entitled to an automatic
cost of living increase of 3Vo, provid-
ed the Consumer Price Index shows
a 37o gain over the previous year.
This increase will be paid each year
by the Retirement System until the
accumulated excess cost ofliving
points fall below 3Vo.In addition, the
legislature has granted several per-
manent ad hoc inereases to SERS
retirees, the last such increase being
in I9BB.

Rn-Bupr,oynn Rtrunens' Annuny
Ohio public system retirees who
work in a SERS covered position are
entitled to an annuity at age 65. The
annuity is based on a money pur-
chase formula and may be paid in
monthly payments if the monthiy
amount is $25 or more. If the month-
ly amount is less than $25, the annu-
ity will be paid in a lump sum.
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