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SCHOOL EMPI,OYEES RETIREMEI\T SYSTEM
4b North Fourth Street . Columbus, Ohiq 43215=3634 . Telephone (814) 222-5853

December 20,1994

PnesrnrNr euo Mrt*nrns or
rne RrrtngmeNt BoRno:

Dear President and Members:

We are pleased to submit to you the comprehensive
annual f inancial  repoft  of  the School Employees
Retirement System of Ohio (SERS) for the {iscal year

ended June 30, 1 994.

The report is divided into six sections: an lntroductory

Sect ion which contains a Letter of  Transmittal ,  along with

the identification of the administrative organization,
Cert i f icate of Achievement for Excel lence in Financial
Reporting and a summary of federal and state legislation
affecting the System over the past year; a Financial
Section which contains an independent accountants'
report from our certified public accountants, Coopers &

Lybrand, L.L.P.,  and the f inancial  statements of the

System; an Actuarial Section which contains a letter

expressing the opinion of our consult ing actuaries,
Cabriel, Roeder, Smith & Company and results of their
annual actuarial  valuat ion; a Stat ist ical  Sect ion which
includes significant data pertaining to the System; an
Investment Section which includes the investment report

and schedules of portfolio activity for the past year; and a

Plan Summary Sect ion which provides a concise explana-
tion of the various benefit ptans which we provide to our

members.

SERS is a cost-sharing mult iple-employer publ ic employee
ret i rement system establ ished by the Ohio Ceneral
Assembly in 1937 to provide ret i rement benef i ts to
employees of the Ohio publ ic schools who are not
required to possess a certificate in order to perform their

dut ies. Benef i ts provided to part ic ipants in SERS include
age and service retirement, disability benefits, survivor
benefits, death benefits and post-retirement health care
benefits. For a more complete description of employees
el igible for membership in SERS, as wel l  as benef i ts pro-
vided upon retirement, disability or death, please see the
Plan Summary Sect ion on Page 62.

Economic Environment

During the f iscal  year ended June 30, 1994, major eco-
nomic indicators signaled that the recession was over;
and that on the whole, the U,S. economy was growing,
al though slowly. However,  consumer conf idence has not
r isen along with the economy as companies, large and
small ,  cont inue' to restructure and downsize, wage levels
remain stagnant and ovedime replaces new hir ing. Too
often, the new jobs created by small business are charac-
terized by low wages and few benefits.

These conf l ict ing signals have had a pronounced effect on
the f inancial  markets during this period'  Our forecast last
year for a cautious approach to the stock market was ful-
f i l led. Al though the Dow Jones Industr ial  Average neared
4000 in late January, i t  dropped sharply two months later '

As the 1994 f iscal  year ended, the Di lA showed only a
marginal increase from the June 30, 1993 close'

January also marked the end of level, low interest rates.
And as interest raies rose, bonds suffered. Although net

newer funds can be invested in instruments carrying high-

er rates, those new higher interest rates reduce the market
value of SERS' f ixed income port fol io.

Unfortunately,  i t  appears that f iscal  year 1995 wi l l  be just

as volat i le as 1994. Attaining investment earnings objec-
t ives in an unfavorable economic environment is di f f icul t ,
but SERS wi l l  maintain i ts emphasis on diversi f ied high
qual i ty assets thal  wi l l  protect pension and health care
benef i ts wel l  into the future.
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Major Initiatives

The study of automated data processing systerns that
began in 1993 pinpointed the need for SERS to replace the
processes and systems that have evolved over the last fif-

teen to twenty years. Starting with a clean slate and
involving the t ime and effort  of  nearly one-quarter oi
5ER5' staff, we have documented the requirements of a
new automated benefit system from the ground up.
Design, development and irnplementat ion wi l l  occur over
the next three to five years, but the result will be a systern
that wilI be flexible enough to respond, when necessary,
io changes bror.rght on by legislat ion, technology and
clemographics. Throughout this study our number one
object ive has been to i tnprove our service and responsive-
ness to SERS members and ret i rees'

Next,  the rol l -out of  the managed health care program for
ret i rees and dependents under the age oi  65 began in
October 1993. Nearly 90u/c'  of  the el igi t r le benef i t  recipi-
ents in Ohio wi l l  be covered by October 1994. Also start-
ing  Ju ly  1 ,1994,  a  new shor t  te rm prescr ip t ion  p lan
became eifect ive. Part ic ipants wi l l  no longer have to
meet a deduct ible or wai l  {or reimbursement,  they sirnply
pay 20% of the drug's cost ai  the t ime they pick up their
prescr ipt ion at their  local pharrnacy. Through means such
as these, we wi l l  cont inue our efforts to hold down health
care costs whi le rnaintaining high qual i ty benef i ts.

F ina l l y ,  SERS re ta ined the  Frank  Russe l l  Company o i
Tacoma, Washingtr:n to assisi  with a review of our asset
al locat ion as a result  of  our ext landed investment authori-
ty.  With legislat ion that becarne effect ive in October
1993, SERS rnay increase i ts level of  eqrr i ty investnlents to
50"h of the total  value oi  the port fol io and purchase debt
and equity investrnents of {oreign ent i t ies. We expect thal
this wi l l  enhance the earnings and growth potent ial  of  our
portiolio ior lhe long lerrn.

Awards

The Covernment Finance Olf icers Associat ion oi  the

United States and Canada (CFOA) awarded a Certit icate

of  Achievement  for  Excei lence in F inancia l  Report ing to

5ERS for  i ts  conrprehensive annual  f inancia l  repor l  for  the

f iscal  year  ended June 30,  1993.  The Cert i f icate of

Achievement  is  a prest ig ious nat ional  awarc l  recogniz ing

conformance wi th the h ighest  s tandards for  preparat ion of

sta le and local  goverrrmenL l ' inarrc ia l  repor ts .

ln orcler to be awarcled a Certif icate of Achievemerrt, a

governmental  uni t  must  publ ish an easi ly  reaciable and

ef f ic ient ly  organ ized comprehensive an r rual  f  i  nancia l

repor t ,  whose conients coniot 'm to progratn standards '

Such reports nrust satisfy boih generallv accepted

account ing pr inc ip les and appl icable legal  requi rements.

A Cert i f icate of  Achievement  is  va l id  for  a per ioc l  o i  one

year only .  SERS has received a Cert i i icate of  Achievement

for  the last  n ine consecut ive years ( f iscal  years encled

1985-1993).  We bel ieve our  current  repor t  cont iuues to

conibrtn to the Certif icate of Achievement Program

requirements,  and we are submit t i t rg  i t  to  the CFOA to

deierrn ine i ts  e l ig ib i l i ty  for  another  cer t i f ica ie.

SERS received the Publ ic  Pension Pr i l rc ip les Achievement

Award i rom the Publ ic  Pension Coordinat ing Counci l  for

1993,  one of  only  th i r teen pensiot t  funds nai ionwide to

receive th is  recogni i ion.  The purpose of  the Achievement

Award is  to  promote h igh professional  s tandarc ls  for  publ ic

employee ret i remeni  systems.  l t  is  based on compl iance

wi th twenty speci f ic  pr inc ip les that  under l ine ret i remeni

system achievements in  the areas o i  benei i ts ,  actuar ia l  va l -

uat ions,  f inancia l  repor t i r rg,  in 'vest i t . tB ancl  d isc losure to

members. The awarrl remains in eifect for one year.

Accounting System and RePorts

These f inancia l  s taternents were preparecl  in  accordance

wi th general ly  accepted account ing pr i r rc ip les o i  goverrr -

menta l  account ing and repor t inB as pror lounced by the

Ar l rer ican l r rs i i lu te of  Cert i f iec l  Publ ic  Accountants and the

Covernmenia l  Accoutr t ing Sianclards Boarc l .  The f inancia l

s laten- tents are the responsib i l i ty  of  5ER5'  nran. Igel .nent .
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Our internal account ing controls are designed to ensure
the security of member and employer contributions, to
assure responsible safeguarding of our assets and to pro-
vide a degree of rel iabi l i ty to al l  ourf inancial  records.

The pr inciples promulgated by Statement No. 6 of the
National Counci l  on Covernrnental  Account ing are used
in the System's account ing and subsequent report ing oi
f inancial  act iv i t ies. The accrual basis of account ing is
used to record al l  f inancial  t ransact ions. Cains and losses
on sales and exchanges of investmetlts are recognized on
the transact ion date. lnvestments in f ixed-income securi-
ties are reported at amortized cost; discounts and premi-
ums are amort ized using the constar l t  y ield methocl.  Al l
other assets are repofied at cost. All investments are sub-
ject to adjustment for market decl ines determined to be
other than temporary.

Financial Highlights

As you review SERS' f inancial  stalernents, the single i tem
that stands out is t l re decrease in health care expenses.
Cerlainly the recent changes made by SERS to hold down
the control lable port ion have been successful .  These areas
include providing incent ives for the use of generic drugs,
reducing the subsicl ized porl ion of dependent premiums
and requir ing new ret i rees with less than 25 years oi  ser-
vice to pay a port ion of their  own premiums. Also, some

OprnenNc Rrvrruug
(Expnmsro ru MttuoNs)

benefits were realized from the phase-in of managed care
for ret i rees under 65 which began in October 1993.
However, SERS was the beneficiary of federal initiatives to
provide universal health care coverage for al l  Americans.
One effect of the health care reform effort was a curb on
the double-digi t  increases by health care providers. This
moderat ing of the r ise in health care costs was experi-
enced nat ional ly,  but i t  is l ikely to be of short  durat ion.

This slowdown in the health care cost spiral  is welcome
rel ief  but i t  a lso serves as a reminder that SERS must con-
t inue to be di l igent in managing the control lable port ion
of its healtlr care expenses.

Revenues

The f inancing of ret i rement and health care benef i ts is
derived from ernployee and employer contributions and
through investment earnings. Revenues from employee
and employer contr ibut ions were $128.2 mi l l ion and

9216.4 mi l l ion, respect ively,  whi le income from invest-
ments totaled $300.4 mi l l ion. The employee and employ-
er contr ibut ion rates during f iscal  1994 remained
unchanged from the prior year at 9% and 14o/o, respec'
t ively.  Overal l ,  revenues increased 11 .6% over those of
the pr ior year,  pr imari ly due to increasecl investment earn-
ings.

1994 Rrvrruur

1994

Member Contr ibut ions . . . . . . . . . .  $128.2
EmployerCont r ibu t ions . . . . . . . . .  216 .4

Investment Earnings 300.4

Qther  . . , , . . . . ,  2 .0

lucneRsr lrucnrmr
1993 At'tounrPsncnNrece

$ 1 2 3 . 3  $  4 . 9  4 . 0 %

210.4 6.0 2.9

243.5 56.9 23.4
2.4 ( .4) 16.7

s647 .0 5579.6 $67 .4 11 .60/o

lriles|menls (46.47e) E flployars (33,5%)

Total

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  O h i o



1994 Exprusrs
Oprnennc ExprNses

(Exrsesseo ru Mtutous)

Retirement Payments
Health Care Payme.rt  . . . . . . :

Refunds
Administrat ive Expenses . . . .

O t h e r  . , . . . . , . . . . . . . . ; . . . . , . . . . . . . . . . . .

$35s .8  $350 .4  $1s "4 4A%

Expenses

Expenses are incurred primarily for the purpose for which
SERS was created, namely, the payment of benefits.
Included in the total expenses for fiscal 1994 were benefit
payments, refunds of contrihrutions due to member termi-
nations or deaths, transfers of contributions to other Ohio
Systems to provide benefits for those members who had
membership in more than one system, and adrninistrat ive
expenses^ The increase in total System expenses resulted
from the growth in the number of benefit recipients and
their  correspondingly higher basic benef i ts '

Funding and Reserves

Funds are derived from the excess of revenues over
expenses, and are accumulated by SFRS in order to meet
current and future benefit obligations to retirees and bene-
f ic iar ies. The higher the level of  funding, the larger the
accumulation of assets and the greater the investment
income potent ial .  Net income for the f iscal  year 1994
resulted in an increase in the fund balance of $281.3 mi l-
l i o n .

The actuarial  valuat ion for funding purposes, dated June
30, 1994, ref lects an unfunded accrued l iabi l i ty for basic
benef i ts of $1,429 mil l ion and for health care benef i ts of

$1,693 rni l l ion. These l iabi l i t ies represent the di f ference
between the compuied actuarial  accrued l iabi l i ty to be
paid mernbers and retirants and total valuation assets for
bas ic  benef i t s  ($5 ,381 mi l l ion  and $3 ,952 rn i l l i on)  and
hea l th  care  ($1  ,834 rn i l t ion  and $141 mi l l ion) .  The
unfunded accruecl l iabi l i t ies are being amort ized in an
orderly fashion over future years. The pension benef i t
obligation, a standardized disclosure measure of the actu-
arial present value of credited projected benefits, for basic
benef i ts and health care benef i ts was $5,21 7 mi l l ion and

$1,541 mi l l ion ,  respec t ive ly ,  as  o f  June 30 ,  1994.  The

employer contr ibut ion rate of 14o/o is al located by Board
pcllicy between basic benefits and health care. To provide

addit ional funding for post-ret i rement health care benef i ts,
employers pay a surcharge for mernbers whose salary is
less lhan a mininrutn amount.  The contr ibut ions {rom the
basic 14% ernployer rate plus the surcharge accomplish
the goal of  putt ing basic benef i ts and health care on a
level cost funding basis as long as future health care inf la-

t ion does not exceed futr ;re general  pr ice inf lat ion.

Addit ional information regarding funding is provided

within the Actuarial  Sect ion (pages 32 to 38) of this

repon.

1994 1993

$2s3,7  $237.4
8 5 . 5  8 7 . 1
1 3 . 9  1 3 , 5
1 0 . 0  9 . 7
2 . 7  2 . 7

lrucsrme
Ar*ourur

$16 ,3
(1 .6)

. 3

lucnrRsr
Prncrrurnct

6.90/o

(1  .8)
3.0
3 .1
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lnvestments

SERS invests the accumulated funds in order to maximize
both current income yield and long-term appreciation'
For the fiscal vear ended June 30, 1994, investments pro-
vided 46.4% of the System's total revenue$ while employ-
ee and employer contributions provided 19'B% and
33.5%, respectively; other sources accounted for the
remaining .3olo.

The market value of the investments of the System was

$3.915 bi l l ion at June 30, 1994, an increase of $23 mil-
lion from the previous year. For the last ten years, SERS
has experienced an average annualized return of 11'2To'
At lune 30; 1994, the carrying value of our investment
porffolio was structured as follows 49.1% in debt securi-
ties; 34.2o/o in equity securities; 7 .Bo/o in shott-term invest-
ments; and 8.9% in real estate.

The primary objective of our investment policy is to
asrrie that the System meets its responsibilities for provid-
ing retirement and other benefits' The portfolio is diversi-
fied to provide adequate cash flow and the highest possi-
ble total return on System assets with the least possible
exposure to risk. Statutory provisions also serve to limit
risk (and return) within respective investment portfolios.
Details of portfolio composition, rates of return, analysis
of significant economic conditions, and additional infor-
mation concerning our investment policy and operations
are provided on pages 44 through 51 of this report'

Future Prospects

As certified by our actuary in this report, SERS is being
maintained on a f inancial ly sound basis,  thus providing
protected future benefits for participants' We anticipate
that investment earnings on System assets will continue to
meet or exceed actuarially assumed earnings rates. The
System's goal is to maintain contribution rates, expressed
as a percentage of payroll, on a level basis and provide
for the amortization of unfunded accrued liabilities over a
reasonable period.

System employees are dedicated to the prudent invest-
ment and protection of System as$ets' to excellence in ser-
vice to members and retirees, and to reduction of System
costs where applicable. These directives have been and
will remain our highest priorities.

When possible, SERS will explore enhancements to our
existing benefits and provide new benefits. ln spite of the
volatility of health care costs, we will continue to meet
the challenges of providing the best possible and afford-
able post-retirement health care coverage.

Acknowledgements

The preparation of this report is the result of the combined
effort of the System's staff under the direction of the
Retirement Board. lt 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 mean$ of exhibiting responsible steward-
ship of the assets contributed by the members and their
employers.

This report will be mailed to allemployer members of
SERS and other interested parties.

Respectfu I ly submitted,

Th*/il*^
Thomas R. Anderson
Executive Director

'oel E. Sofranko, CP
Director of Finance
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Srerr LectsLATtoN
During the pasl year,  the Ohio Ceneral  Assembly has
considered various pieces of legislat ion which would
impact SER5. The fol lowing signi f icant legislat ion was
passed:

S.B. 43 effective 1 0/7/93

This legislation was enacted to expand and clarify SERS'
investment authority. SERS' investment authority was
expanded to authorize investments in any stock,
American Depositary Receipt or derivative of such if the
underly ing instrument is l isted on the 5&P 500 Index, the
400 Mid-Cap Index or the New York or American Stock
Exchange. The statutory limit on stock investments was
increased from 35 percent to 50 percent of the value of
the Fund. The legislation further authorizes SERS to invest
in debt or equity interests or instruments issued by foreign
entities, not to exceed, in the aggregate, 10 percent of the
value of the Fund.

H.B. I 97 effective 1 0n 1 /94

This legislat ion was enacted to give SERS permanent
authority to invest in venture capital. Prior legislation
granting such authority had been temporary and had
expired as of December, 1993.

H.B. 492 effective 5n 2/94

This legislat ion made major changes in the ethics require-
ments and disclosure/reporting laws governing public offi-
cers and employees. Al l  SERS board members and
employees are subject to state ethics lawE. SERS board
members and the Executive Director also are subject to
the ethics disclosure/repofting laws. Included in the new
law is a requirement that those persons required to file
disclosure statements report the source of all gifts with a
value of over $75.00 received from other than family
memhers and, with certain exceptions, the payment or
reimbursement of travel, food and lodging expenses.

Frornnl LecrslelroN
The impact of Congressional and federal regulatory activi-
ties upon SERS has increased during recent years. SERS
monitors activities on the federal level and wnen neces-
sary contacts appropriate Congressional representatives
and regulatory agencies in an effort to educate them as to
the impact of their  act iv i t ies on SERS and i ts members and
benef ic iar ies. Signif icant act iv i t ies on the federal  level

over the past year include the fol lowing:

Windfall/Affset

Legislation to amend or repeal the Social Security Offset
provision was again introduced. H.R. 1 624, introduced by
Congresswoman Furse, and H^R. 1897, introduced by
Congressman Jefferson, would totally repealthe Offset.
Al though both bi l ls were introduced in early 1993, no
action has been taken by Congress.

Section 4"15

Legislat ion to amend Sect ion 415 of the lnternal Revenue
Code to lessen its impact on public retirement systems,
such as SERS, was again introduced in Congress. Section
415 provides that no ret i rement benef i t  can be paid which
is in excess of either a set dollar amount that is adjustecl
annual ly for inf lat ion or 100% of compensat ion. The cur-
rent def ini t ion of "compensat ion" does not include
deferred income such as that under Section 414(h) pick-
up plans or Sect ion 457 deferred compensat ion plans.
The legislat ion introduced included a uniform def ini t ion
of "compensation", exempted Bovernmental plan benefits
from the 100% l imitat ion, authorized governmental  plans
to establish excess plans and provided that governmental
plan disabi l i ty ret i rement and survivor benef i ts are not
subject to Sect ion 4'15. Al though the proposed legislat ion
received wide support, it was not enacted due to other
Congressional pr ior i t ies. Simi lar legislat ion wi l l  l ikely be
introduced again next session.

Health Care Reform

A wide array of legislation was introduced to reform the
health care de{ivery system. SERS closely monitored the
various proposals and contacted members of Congress to
ensure that the potent ial  impact on SERS and i ts members,
beneficiaries and covered employers was understood. No
federal health care reform leeislation was enacted this ses-
sion.

Social Security

Legislat ion (H.R. 4245) was introduced to make changes
in Social  Securi ty requirements and benef i ts,  including a
reduction in the cost-of-living increase and acceleration
of the increase in the Social  Securi ty ret i rement age,
Addit ional ly,  the proposal woulcl  have ,cquired al l  state
and local governrnent employees hired after December
31,1994 to be covered by Social  Securi ty.  No act ion was
taken on the bi l l  lh is sessron.
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Rrponr or lNpepruprut AccouNTANTs

lCoooers
I &Lybrand

Coopers & tybtand L.L.P'

a professronal 9ervrces l.m

Report of Independent Accountants

Members of the Retirement Board
School Employees Retirement Systom of Ohio
Columbus, Ohio

We have audited the accompanying balance sheets of School Employees Retirement System of Ohio

as ofJune 30, 1994 and i993, and the related statements ofrevenues, expeRses and changes in fund

balance and cash flows for the years then ended. These financial statements are the responsibility of

the System's man&gement. Our responsibility is to express an opinion on these financial statements

based on our audits.

We conducted our audits in accordance with generally accepted auditing $andards, Those standards

require that we plan and peribrm the audit to obtain reasonable assurance about whether the financial

statements are free ofmaterial misstatement. An audit includes examining, on a test basis, evidence

supporting the amounts and disolosures in the financial statements. An audit also includes assessing

the accounting principles used and significant estimates made by management, as well as evaluating

the overall financial statement presentation. We believe that our audits provide a reasonable basis for

our opinion.

In our opinion, such financial $tatements present fairly" in all material resPects, the financial position

ofSchool Employees Retirement System ofOhio as ofJune 30, 1994 and 1993, and the results ofits

operations and its cash flows for the years then ended in conformity with generdly accepted

accounting principles.

Our audits were oonducted for the purpose offorming an opinion on the basic financial statements

taken as a whole. The financial section schedules listed in the table ofcontents are presented for the

purpose of additional anaiysis and are not a required part of the basic finanoial statements. Such

ichedutes as ofand for the year ended June 30, 1994 and l993 have been subjected to the auditing

procedures applied in the audits ofthe basic financial statements and, in our opinion, are fairly stated

in all materiai respecls in relation to the basic financial statements taken as a whole. The schedules as

of and for the year ended June 30, 1985 through 1992 were reported upon by oiher auditors, whose

repons stated ihat the schedules were fairly stated in all material respects in relation to the basic

financial siatements taken as a whole.

Columbus, Ohio
December 9, 1994

@'WLLP
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BeuNct Surnrs
fure 30, 1994 eNo 1993

Assets:
Cash (note 5)

Receivables:
Contr ibut ions:

Employers (note 4)
Ernployees (note 4)
State of Ohio subsidies

Accrued investment income
Investment sale proceeds

Total receivables

lnvestments, at  cost (market $3,914,623,193 and

$3,891 ,427 ,930, respect ively) (note 5)

Property and equipment, at cost (note 6)
Less accumu lated depreciat ion

Net property and equipment

Other assets (note 7)

Total assets

Liabilities:
Accounts payable and accrued expenses (note 9)

I nvestment comm itments payable
Health care benef i ts incurred and unpaio
Other l iabi l i t ies (note Z)

Tota l  l iab i l i t ies

Net assets available for benefits

Fund balance (note 3):
Pension benef i t  obl  igat ion;
Ret irees and benef ic iar ies current ly receiving benef i ts
and terminated employees not yet receiving benef i ts

Current employees:
Accumu lated emp loyee coutr ibut ions,

including al located investment income
Ernployer f inanced port ion

Total  pension benef i t  obl igat ion
Unfunded pension benef i t  obl igat ion payable

Total fund balance

See accompanying notes to financial statements.

FrnnnctAl SEcnoN

't994

1 ,261,655

1 19  ,1  07  ,002
9,708,016

634,297
28,367,586
14,431,122

172,248,023

3 , 4 2 2 , 8 1 1 , 5 6 6

1 2 , 3 3 5 , 0 9 0
6,754,353

5,580,737

1 ,613,213

3 , 6 0 3 , 5 1 5 , 1 9 4

1 , 0 9 1 , 2 7 6
6 , 2 5 7 , 2 2 3

18,735,917
1,490,803

$3,440,013,345

961 ,669,425
2,356,358,448

6  , 7  5 8  , 0 4 1  , 2 1  B
Q ,1 82,141 ,243)

27,575,219 37,290,662

53,575,939,975 fis,294,64',t,307

$3,575,939,975 93,294,641,307

li il

r 993

1 ,811 ,826

117 ,6Q7 ,4BB
9,671 ,246

713,509
27,944,769
42,058,466

197,991,478

3,120,457 ,058
1 1  A 4 4  \ ) )

6,072,330

5 , 3 7 2 , 1 9 2

6,299,415

3,331 ,931 ,969

956,029
14,148,099
20,853,837
1,332,697

$3,267 ,007 ,395

8 8 9 , 1 2 6 , 8 5 5
2,262,011,887

6  , 4 1  8  , 1  4 6 , 1  3 7
(3,123,504,830)

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  O h i o
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Smreururs or RrvruuEs, ExeeNses
exp CneNcrs lu Futto Bauucr

Ysnns ENaED f uNt 30, 1994 nuo 1993

Revenues:
Contr ibut ions:

Employers (note 4)
Employees (note 4)
State of Ohio subsidies
Transfers from other Ohio systems

Investment income:
Interest and divioenos
Real estate income, net
Net gain on sale of investments

Total revenues

Expenses:
Benef i ts:
Ret irement
Disabi l i ty
Survivor
Health care
Death

Refund of employee contr ibut ions
Admi n istrative expenses
Transfers to other Ohio systems

Total expenses

Net income
Fund balance, beginning of year

Fund balance, end of year

See accompanying notes to financial slatements.

1994

$216,383,274
128,246,355

6 3 5 , 1 5 9
1 ,409,907

346,674,695

188,047 ,919
1 8 , 8 5 9 , 2 1  5
93,501 ,571

300,408,705

647 ,083,400

2 1 2 , 4 3 7 , 4 4 3
27,367 ,794
13,067,061
85,496,108

8 0 5 , 1 8 6

339,173,588

13,908,639
1  0  , 0 3 7  , 3 1 3
2,665,192

365,7 84,732

281,298,668
3,294,641 3A7

1 993

$210,429,351
123,270,559

714,365
1 ,649,509

336,063,784

184,664,571
1 3 , 6 8 3 , 5 7 3
45,191,019

243,539,163'

579,602,947

198,878,409
24,987,872
12,666,260
87 ,079,286

77 4 ,729

324,386,556

13,513,992
9,726,Q19
2,747,590

35A,37 4  ,1  57

229,228,790
3,Q65,412,517

fi3,575,939,975 fi3,294,641,307

S c h a o l  E m p t o y e e s  R e t i r e m e n t  S y s t e m  o f  Q h i o
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Srerrmeuts on CnsH Ft"ows

Ytnns ENDED f unr 30, 1994 eNP 1993

Cash flows from operating activities:
Contributions received
Benefits paid
Refunds of employee contr ibut ions
Administrat ive expenses paid
Transfers to other Ohio systems

Net cash used in operat ing act iv i t ies

Cash flows from investing activities:
Proceeds from investments sold
Purchase of i nvestmenls
Investment income, net of investment expenses

Net cash provided by invest ing act iv i t ies

Cash flows from capital and related financing activities:
Addit ions to property and equipment

Net cash used ibr capital  and f inancing act iv i t ies

Net decrease in cash
Cash at beginning of year

Cash at end of vear

Net income

Adjustments to reconci le operat ing income to
net cash provided by operat ing act iv i t ies:
Investment income, net of  investment expenses
Increase in contr ibut ions receivable
Depreciat ion (non-investment)
Decrease in other assets
lncrease in accounts payable and accrued expenses
Increase (decrease) in health care benef i ts

incur red  and unpa id
Increase in  o ther  l iab i l i t ies

Total  adjustments

Net cash used in operating activities

See accompanying notes to financial statements.

1,261,655 't,81',,826

$ 281 ,298,668 $ 229,228,790

(300,408,705)
(1  ,457,071)

779,640
4,686,242

135,247

(2  ,1  17  ,920)
1 5 8 , 1 0 6

(298,224,501) ( ) a "7  47R  467 \

$(16,925,833) $ ("t4,249,673)

Reconciliation of operating income to net cash used in operating activities:

1 994

$ 345,217,623
(341 ,291,508)
(13 ,908,639)

(4 ,27  8 ,118)

_ . ( 2 , 6 6 5 , 1 9 1 )
( 1 6 , 9 2 5 , 8 3 3 )

3,465,406,559
(3  ,657 ,413,63  8)

209,370,926

17 ,363,847

( 9 8 8 , 1 8 5 )

(988,185)

(5s0 ,1  71 )
1 ,811,826

1 993

$  3 3 1  , 7 1 9 , 3 1 2
Q22,553,465)

(13,513,992)

v,1s3,938)
(2,747,590)

(14,249,673)

3,190,945,425
(3 ,383,176,220 j

203,042,248

10,&12,453

(540,852)

$40,852)
(3,978,072)

5,789,898

Q43,539 ,163)
(4,344,472)
1 , 0 9 1 , 5 1 3
1  , 1 1 1  , 0 8 4

157 ,033

1 , 8 3 3 , 0 9 1
2 1 2 , 4 5 1

S c h o o l  E m p l a y e e s  R e t i r e m e n t  S y s t e m  o f  O h i o
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Notes To FtueNclnl Srereuexts
fuNr 30, 1994 eruo 1993

(1) Deseription of the System

(A) Organization - The School Employees Retirement
System of Ohio (SERS) is a cost-sharing mult iple-employer
public employee retirement system established by the
Ohio Ceneral Assembly in 1937 to provide retirement
benef i ts to employees of Ohio publ ic schools who are not
required to possess a certificate in order to perform their
dut ies.

The accompanying f inancial  statements comply with the
provisions of the Covernmental  Account ing Standards
Board (CASB) Statement No. 14, "The Financial  Reporl ing
Enti ty."  This statement requires that f inancial  statements of
the reporting entity include all of the organizations, activi-
t ies, funct ions and component units for which the report-
ing ent i ty is f inancial ly accountable. Financial  account-
abi l i ty is def ined as the appointment of a vot ing rnajor i ty
of the component unit 's board and ei ther (1) the report ing
ent i ty 's abi l i ty to impose i ts wi l l  over the component unit ,
or (2) the possibi l i ty that the component unit  wi l l  provide
a f inancial  benef i t  to or impose a f inancial  burden on the
reporl ing ent i ty.  SERS does not have f inancial  account-
abi l i ty over any ent i t ies. Responsibi l i ty for the organiza-
t ion and administrat ion of SERS is vested in the
Retirement Board. SERS is not considered part of the State
of Ohio f inancial  report ing ent i ty.  There is no f inancial
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 SER5. lt is
comprised of four elected employee-members, one elect-
ed retiree-member and two statutory members.

Employer and employee membership data as of June 30
fol lows:

Employer Members
Local
City
County
Vi l lage
Vocat ional
Technical
Col lege
Other

Total

Employee Members
Retirees and beneficiar-
ies current ly receivin g
benefits and terminated
employees entitled to
benefits but not yet
receiving them

Current Employees
Vested
Nonvested

Total

't994 1993
372 371
1 q )  1 q )

83 84
49 49
49 49
1 3  1 3

' t )

5 4
765 764

't994 "t993

y,?31 ,!,4?e

62,17  B 60 ,809

?7,7lA 38,326
99 ,91  B 99  ,135

S c h a o l  E m p l o y e e sR e t i r e m e n t  S y s f e m  o f  O h i o



Nores To Frueuctnl StlrrmsNrs (eonlNugo)

(B) Benefits - Members are eligible for retirement benefits
based upon age and service credit as follows; age 60 and
earning 5 years of service crediU between ages 55 and 60
and earning 25 years of service credit ;  or earning 30 years
of service credit  at  any age. The benef i t  is equal to 2.1%
of the member's f inal  average salary, or a minimum of
$86, mult ip l ied by the number of years of credited ser-
vice. Members are eligible {or clisability benefits after
completion of 5 years of service, Qualified dependents of
a deceased member are el igible for monthly survivor ben-
efits. Death hrenefits 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 eligible to receive transterred credited
service and funds from either or both of those systems.
Any service which is not concurrent with service within
SERS wi l l  be included in the determinat ion of ret i rement
benef i ts.  Simi lar ly,  a member with credited service and
funds in SERS may transfer such service to STRS or PERS
upon ret i rement.

Retirees of any of the five state retirement systems must
contr ibute to SERS i f  they are employed in a non-cert i f i -
cated posit ion in the publ ic schools.  These contr ibut ions
are credited to a separate money purchase annuity
payable after age 55 in ei ther monthly payments, i f  the
monthly amount is $25 or more, or in a lump sum.

Prior to July 1, 19B6, al l  members receiving a benef i t  i rom
SERS were el igible to receive health care benef i ts.
Members who ret i re effect ive July 1, I9B6 or later must
have at least 10 or more years of service credit  to qual i fy

FrunrucrAl SEcnoN

for the health care benefits. Eft'ective August 1 , 1989, 1)
members ret i r ing with more than 10 but less than 25 years
of service credit were required to pay from 25o/u to 7sak
of the health insurance premium phased in over a period
of five years and 2) the SERS portion of spouse and depen-
dent health insurance premiums was reduced from 50%
to 30"/o, over a five-year period,

(2) Summary of Significant Accounting Policies

SERS' i inancial  statements are preparecl  using the accrual
basis of account ing. The fol lowing are the signi f icant
account ing pol ic ies fol lowed by SERS:

(A) Investments - Income on all investments is recog-
nized on the accrual basis.  Cains and losses on sales and
exchanges of investments are recognized on the transac-
tion date. All investments are subject to adjustment for
market declines determined to be other than temporary.

lnvestments in real estate funds are carried at cost or
adlustecl  cost.  Investments in venture capital  are account-
ed ior using the equity method.

Investments in f ixed-income securi t ies and mortgage
loans are reported at amortized cost with discounts or
premiums amort ized using the constant yield method.

Investments in common and pret'erred stocks are carried
at cost. Cains and losses on stock sales are recognized on
the basis of lhe average cost of the stocks sold.

lnvestments in short- term obl igat ions, pr incipal ly com-
mercial  paper and U.5. Treasury bi l ls,  are carr ied at amor-
t ized cost,  which approximates market value.

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  O h i o
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Norrs To Ftruenclal Srnrrmtlrrs (CotrtNuro)

(B) Property and Equipment (Non-lnvestment Assets) -

Property and equipment are stated at cost. Depreciation
has been provided using the straight-line method over the
fol lowins useful  l ives;

Description Estimated Lives (vears)

Furn i tu re  and equ ipment  . . . . . . , . . . . . . .  . . . . . . .3 -10
Bu i ld ing  and improvements  . . . . . . . .  . . . . . . . ^ . . . ' 40

(C) Federal Income Tax Status - SERS is a qualified entity
under Sect ion 501(a) of the Internal Revenue Code and is
therefore exempt from federal income taxes.

(D) Health Care Benefits Incurred and Unpaid -

Arnounts accrued for health care benefits payable are
basecl upon esl imates furnished by the claims administra-
tor. Such estimates have been developed from prior
claims experience.

(E) Reclassification - Certain 1993 balances have been
reclassi f ied to conform with 1994 presentat ion.

(3) Funding Status and Progress

The amount shown as the "pension benef i t  obl igat ion" is

Actuarial Assumption

Rate of return on investments

Projected salary increases

Post-reti rement morta I ity

Rates o[ withdrawal from act ive service

Health care premiums

Medicare

a standardized disclosure measure of the present value of
pension benefits, adjusted for the effects of proiected
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' fundinB status on a
going-concern basis, assess progress being made in accu-
mulat ing suff ic ient assets to pay benef i ts when due, and
al low for comparisons among publ ic employee ret i rement
plans. The measure is independent of the actuarial  fund-
ing method used to determine contr ibut ions to 5ER5.

The pension benef i t  obl igat ion was determined as part  of
an actuarial  valuat ion of the plan as of June 30, 1994 and
1993. There were no changes in actuarial  assumptions or
in actuarial  funding methods used in the actuarial  valua-
t ion of June 30, 1994 as compared to the assumptions
used as of June 30, 1993. The fol lowing signi f icant
assumptions were used in the actuarial  valuat ions as of
June 30 ,  1  994 and 1  993:

7 .7 s%compounded an n ual ly (net of  adm in istrat ive expenses).

4.75% compounded annual ly,  at tr ibutable to inf lat ion; addit ional increases

ranging from 0% to 3% per year attr ibutable to senior i ty and meri t .

i  97i  Croup Annuity Table projected to 1984 set back 1 year for women and

Developed on basis of actual plan experience.

4.75% annual increase with 25% of el ig ible female ret i rants and 50% of el ig i-

ble male retirants electing joint survivor form of payment and 25"k of eligible
female ret i rants and 50% of el ig ible male ret i rants elect ing to cover spouse for

health care.

Al l  recipients are el igible for Medicare on attainment of age 65 or immediately

i f  ret i red for disabi l i ty.

S c h o o l  E r n 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  O h i o
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At June 30, 1994, the unfunded pension benef i t  obl igat ion was $

Pension benef i t  obl igat ion:

Ret irees and benef ic iar ies current ly receiving benef i ts
and terminated employees not yet receiving benefits

Current employees:
Accumulated employee contr ibut ions i  ncludi ng
al located investment income

Employer f inanced - vested

Employer iinanced - non-vested

Total  pension benef i t  obl igat ion

Net assets available for benefits, at cost (market

$4 ,090,085,283)  . . . . . . . . . . . . .

Unfunded pension benef i t  obl igat ion $1,764,246,592 $1 ,417,854,651 $3 ,182,101,243

3 ,1 82,101 ,243

Basic
Retirement

Benefits

FrnnNclAt SEcrtoN

as fol lows:

Health Care
Benefits

$2,538,488,662

961 ,669,425

1 ,551 ,751 ,354

1 6 5  , 1 1 9 , 4 1 2

617,588,422

21 ,899,260
5 ,217 ,028 ,853

3,452,782,261

1,541,012,365

1 2 3 , 1 5 7  , 7 1 4

6,758,041,218

3,575,939,975

ar,

Total

$ 901,524,683 $3,440,013,345

961 ,669,425

2 ,1  69  ,339 ,77  6

187,A18,672

At June 30, 1993, the unfunded pension benef i t  obl igat ion was $3,1 23,504,830 as fol lows:

Basic
Retirement

Benefits

Pension benef i t  obl igat ion:

Ret irees and benef ic iar ies current ly receiving benef i ts
and terminated employees not yet receiving benef i ts $2,369,169,783

8 8 9 , 1 2 6 , 8 5 5

1 ,475,534,958

167,230,394

Health Care
Benefits

$ 897,837,612

596,717,893

22,529,642

Total

$3 ,267 ,OO7 ,395

889,1  26 ,85s

2,072,252,851

189,7 59,036

Current ernployees:
Accumulated employee contr ibut ions including
al located investment income

Employer f inanced - vested

Employer f inanced - non-vested

Total  pension benef i t  obl igat ion

Net assets avai lable for benef i ts,  at  cost (market
$ 3 , 8 1 0 , 1 9 2 , A 0 7 )

Unfunded pension benef i t  obl igat ion

1 , 5 1 7 , 0 8 4 , 1 4 7  6 , 4 1 8 , 1 4 6 , 1 3 7

122,378,655 3 ,294,641,307

4 , 9 0 1 , 0 6 1 , 9 9 0

3 , 1 7 2 , 2 6 2 , 6 5 2

$1 ,728,799,338 $1  ,394,705,492 $3 ,1  23 ,504,830

S c h o o !  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  O h i o
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Norrs To Frueucte,l SrnremrNrs (CoNnuueB)

(4) Contributions

The Ohio Revised Code requires contr ibir t ions by act ive
members and their  employers. Contr ibut ion rates are
establ ished by the Ret irement Board within the al lowable
rates establ ished by the Ohio Revised Code. The adequa-
cy of employer eontr ibut ion rates is determined annual ly
by actr-rar ial  valuat ion usirrg the enlry age normal cost
rnethod. Act ive members and their  employers are
required to contribute 9"/o and 147u, respectively, of
act ive member payrol l ,

The current ernployer contr ibut ion rate is al located to
basic ret i rement benei i ts and healrh care by the
Retirenrent Board. For i rscal yeai 1994, the al locat ion oi
the employer contr ibut ion rate to basic ret i remerrt  benef i ts
has been establishecl as the rate necessary to cover nor-
mal cost, plus an amortization of the unfr-rncled actuarial
accruecl l iabi l i t ies over a 40-year periocl .  Tlre emptoyer
contr ibut ion rate f l4u/")  is al locaied 9.1 3o/,  to basic bene-
f i t s  and the  remain in  g  4 .87"k  i s  a l loca ted  to  hea l th  care
benef i ts,  The contr ibut ion rate al located to health care,
plus the addit ional rate of contr ibut ion provided by the
health care surcharge, is suff ic ient to cover norrnal cost
and provide level cost i inancing of the unfunded actuarial
accrued l iab i l i t ies .

Sigrr i f icant actuarial  assurnpt ions used to determine the
adegr,racy of contr ibut ion rates were the same as those
used to cornpute the standardized rneaslrre oi  the pension
her re t ' i tob l iga t ion .

Employer and employee contr ibut ions requirecl  and
made represer-rted 'l 4o/o and 9%. respectively, of active
merr l ler payrol l  and amor- ir . r ted to $194,603,000 and
$1 25 ,102,000,  respec t ive ly ,  in  '1994.  The ernp loyer  con-
t r ib r - r t ion  cons is ted  o i  $91,101 ,352 io r  normal  cos t  and
$ I  03,501 ,648 for ar lort izat ion oi  the unfunded acluarial
accrued l iabi l i ty.  The emp{oyee contr ibut ions are appl ied
to normal cost^

The health care sr-rrcharge on employers is collected for
employees earning less than an actuarial ly determined
minimum pay, pro-rated according [o service credit
earned ( ior f iscal  years 1994 and 1993, the minimum has
been establ ished as $10,400 and $9,900, respect ively).
The arnount of the surcharge accrued for fiscal years 1994
and 1993 and included in contr ibut ion revenue from
employers in the Staternents of Revenues, Expenses and
Changes in  Fur rd  Ba lance is  $21.5  rn i l l i on  and $19 mi l -
l ion, respect ively.

Ernployee contr ibut ions may be refunded, without inter-
est,  to a member who withdraws irom SERS or to the
mernber 's benef ic iary fol lowing the member's death.

(5) Cash Deposits, Investments and Securities Lending

(A) Cash Deposits

By statute, the Treasurer of State of Ohio (Tredsurer) serves
as custodian for al l  SERS deposits.  Deposits are classi f ied
into three categories of credit  r isk to give an indicat iorr  of
t l re level of  r isk assumed by 5ER5. Category 1 inciudes
deposits i rrsr-rred or col lateral ized with securi t ies held by
SERS or i ts agenl in the name of SERS. Category 2
inclr-rdes deposits col lateral ized with securi t ies hetd by the
pledging f inancial  inst i tut ion's trust departrnent or agent
in the narne of the Treasurer.  Category 3 includes deposits
wh ich are uncol lateral izecl .

As  o i  JL ine  10 ,  1994,  lhe  car ry i t rg  a rnount  o f  rhe  SERS'
depos i ts  was $ l  ,261,655 and the  bank  ba lance was
$4,674,O25. The carrying amount of c leposits is separately
displayecl on the balance sheet as ' 'Cash".  Balances held
in each category are as fol lows:

Insurec l  (FDIC)
Unco l la te ra l i zed
Total  Deposits

Carrying
Amount

$ 1 00,000

1J6Jf52
Y}SJEll

$ i  00 ,000
4,574,025

y,trylp

Bank
Balance

S c h a a l  E m p l o y e e sR e t i r e m e n t  S y s t e m  s f  O h i a
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(B) Investments

5ERS is aulhorized to invest in bonds, notes, cert i f icates of
indebtedness, mortgage notes, real estate, stocks, shares,
debeniures, or other obl igat ions or securi t ies as set forth
in the Ohio Revised Code,

Market values of securi t ies are based pr irnar i ly on quota-
t ions from nat ional securi ty exchanges and securi t ies pr ic-
ing services. Market values of investments in the real
estate ancl venture capital funds are based on information
provided by fund nlanagers.

ln accordance wit l r  Statelnent No. 3 of the Covernmental
Account ing Stanclards Board, SERS' investments are cate-
gorizecl  to give arr indicat ion of the level of  r isk assumed
by SERS at year-end. Category 1 includes investments that
are insured or registered, with securi t ies held by the

FrNRNcrAr SEcrtoN

Treasurer or custodial  agent bank in SERS' name.
Category 2 inclucles uninsured and unregistered invest-
ments, with securi t ies held by the counterparty 's trust
department or a8ent in SERS' narne. Calegory 3 includes
uninsured and unregistered investments, with securi t ies
held by the counterparty,  or by i ts trust department or
agent ,  bu t  no t  in  SERS'name.

In accordance with a contractual relat ionship l retween the
Treasurer ancl  a custodial  agent bank, al l  securi t ies subject
to categorizat ion are Category 1 investments held in book
entry form in a unique account so as to be ident i f ied at al l
t imes as t l re possession of SERS. Direct mortgage loans,
secr. i r i t ies on loan contracts,  real  estate funds, and venture
capital  funds are investments wlr ich by their  nature are
not categorized for level of  r isk purposes.

The iol lowing investment surnmary ic lent i f ies the level of  r isk assumed by SERS:

Category 2 Category 3
U.S.  government  obl igat ions

ancl  U.5.  government  agency
ob l i ga t i ons

FHLMC & GNMA rnor tp. rpe-
backed secur i t ies

Corporale honds and notes

Canad ian  bonds

Common and preferred stock

Cor lmerc ia l  paper

Tota l

Secur i t ies on loan conl racts

Real  estate funds

Direct  rnor tgage loans

Venture capi ta l  inveslments

Tota l

$2,494,635,7  37

Category 1

$ 126,650,823

560,747,502

449,439,679

87 ,585,701

1,000,298,961

269 ,913,071

Total

$ 126,6s0,823

560,747,502

449,439,679

87 ,585,701
1 , 0 0 0 , 2 9 8 , 9 6 1

269,913,071

Market Value

$ 125,971 ,148

562,000,914

417,265,909

81 ,221 ,398
1 ,549,576,289

269,913,071

$o$ 0 2,494,535,737

576,431,993

303,650,97 B

25,736,997

22,355,861

3,005,948,729

591,462,975

2 6 9  , 1  1 9  , 4 6 4

25,736,164

22,355,861

$ 3 , 4 2 2 , 8 1  r , 5 6 6  $ 3 , 9 r  4 , 6 2 3 , 1 9 3

S c h o a 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  O h i o @
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(C) Seeurities Lending

The System participates in a security lending program/

administered by the custodial agent bank, whereby cer-
tain securities are transferred to an independent
broker/dea{er (borrower) in exchange for collateral equal
to no less than 102oh of the market value of the loaned
securi t ies. The System has minimized i ts exposure to cred-
it risk due to hrorrower default by having the custodial
agent bank determine dai ly that required col lateral  meets
100% of the market value of securi t ies on loan.

Securi t ies under loan are maintained in SERS' f inancial
records. As SERS does not trade or sell the collateral
received under the lending program, such col lateral  is not

considered an asset of the System and a corresponding
l iabi l i ty is not required on the balance sheet.

The System has not experienced any losses due to credit
or market r isk on securi ty lending act iv i ty since imple-
mentat ion of the program. The market value of securi t ies
loaned to brokersldealers at June 30, 1994 totaled $591 .5
mil l ion. Securi ty lending income totaled $977,080 and

$383,345, for the years ended June 30, 1994 and 1993,
respect ively.

(6) Property and Equipment (Non-lnvestment Assets)

A summary of property and equipment at June 30 fol lows:

199{ 1993
L a n d  $ 1 , 1 2 8 , 0 5 5  9 1 , 1 7 8 , 0 5 5
Bui lding and improvements 4,148,281 4,081,532
Furniture and equipment 7,A08,754 6,184,935

l r t 3 5 p r o  1 \ 4 4 4 , 5 n
Lessaccumula teddeprec ia t ion  6 ,754,353 6 ,072,330

V{P!4 $sttlly

(7) Deferred Compensation

Employees of SERS rnay elect to part ic ipate in the Ohio
Publ ic Employees Deferred Compensat ion Program
(Program), created in accordance with Internal Revenue
Code Sect ion 457. Under the Program, employees may

elect to defer a portion of their pay until a later date, usu-
ally after retirement. The deferred pay and any income
earned thereon is not subject to income taxes until actual-
ly received by the employee.

As o{ June 30, 
'1994, 

market value o{ investments in the
Program totaled $1,490,803 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 corresponding l iabi l i ty to the employees par-
t ic ipat ing in the Program. Part ic ipat ing employees are
general creditors of SERS with no preferential claim to the
deferred funds. lnvestments in the Program are held by
the Program's agent in SERS' name.

(B) Defined Benefit Pension Plan

Al l  SERS employees part ic ipate in the Publ ic Employees
Retirement System of Ohio (PERS), a cost-sharing
mult iple-employer publ ic employee ret i rement system.
The payroll for ernployees covered by PERS for the year
ended June 30 ,1994 was $4 ,079,698;  SERS' to ta l  payro l l
was  $4 ,1  77 ,483.

Employees are eligible for retirement benefits at age 60
with 5 or more years of service credit or at any age with
30 or more years of service^ The annual benefit is based
on 2.1ok of f inal  average salary mult ipl ied by the years of
service credit for the first 30 years of credited service, and
2.5o/' for each additional year of credited service up to a
maximum of 100% of f inal  average salary or the l imits
under Internal Revenue Code Sect ion 415. Employees
retiring before age 65 with less lhan 30 years of service
credit receive a percentage reduction in benefit amounts.
PERS also provides disabi l i ty and survivor benef i ts.
Benefits are established by state statules.

SERS and enrployee contr ibut ions for lhe year ended June
30,1994 were  $552,299 and $346,774,  respec t ive ly ;
these contributions represented 13.55"/o and 8.5% of cov-
ered employee payrol l ,  respect ively,  as requirecl  by state
statute. Rates are establ ished by the PERS ret i rement

board upon recommendation by the actuary. There

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  O h i o
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were no changes in actuarial  assumptions, benef i t  provi-

sions, actuarial  funding methods or other signi f icant fac-

tors.  During PERS' f iscal  year 1993, the contr ibut ion rates

established by the retirement board were the same as
those computed by the actuary in their  latest actuarial  val-

uat ion.

The "pension benef i t  obl igat ion" is a standardizec{ disclo-
sure measure of the present value of pension lrenef i ts,

adjusted tor the effects of projected salary increases, esti-

mated to be payable in the future as a result of employee
service to date. The measure is the actuarial  present value

of credited projected lrenef i ts,  excluding health care ben-

ef i ts,  and is intended to help users assess PERS' funding

status on a going-concern basis,  assess pro8ress being

made in accumulat ing suff ic ient assets to pay benef i ts

when due, and al low for comparisons among publ ic

employee ret i rement plans. The measure is independent
of the actuarial  funding method used to determine contr i -

bu t ions  to  PER5.

PERS does not make separate measurements of assets and
pension benef i t  obl igat ion for individr-ral  employers, The
pension benef i t  obl igat ion as of December 31, 1992, the

date of the most recent actuarial  valuat ion, for PERS as a

who{e was $21 .5 bi l l ion. PERS' net assets avai lable for

benef i ts (excluding atrounts al located to health care

costs) on that date were $20.8 bi l l ion, leaving an r"rnfund-

ed pensiotr  benef i t  obl igat ion of $ 'B bi l l ion'  PERS does not

hold any securi t ies in the iorm of notes, bonds or other
instruments of any of the ent i t ies contr ibut ing to PERS.

SERS' contr ibut ion represenled less than 1 percent of total

contr ibut ions required oi  al l  part ic ipat ing ent i t ies,

PERS' Comprelrensive Annual Financial  Report  for the
year endecl December 31 ,  1993 contains histor ical  t rerrd
inlormation ior seven years only.

ln adcl i t ion to pension benef i ts,  PERS provides
post-employment health care benef i ts,  in accordance with
staie statutes, to al l  employees who ret i re with 10 or more
years of qual i fy ing Ohio service creci i t  and to disabi l i ty
rec ip ien ts .  A t  Decernber  31 ,  1993 the  p lan  had approx i -
mately 348,000 part ic ipants.

A port ion oi  each employer 's contr ibut ion Io PERS is sel

FlunruclAr SECTtoN

aside for the advanced funding of post-employment
health care. Of the 13,55% of employee payrol l  con-
tr ibuted by SERS to PERS, 5.11o/a, or approximately
$208,000, was the port ion used to fund health care.
Statutory rates equal the actuarially determined contribu-
t ion requirements.

The actuarial  present value of accrued post-ernployment
benefits was determined based on the entry age normal
method of funding. Signif icant actuarial  assumptions used
in the December 3'1,  1992 valuat ion (most recent avai l -
able) were (a) investrnent rate oi returrt of 7.75o/", (b)
investrnents valued at cosl or amortized cost, adjr-rsted to
ref lect 25% oi unreal ized market appreciat ion or depreci-
ation on investrnent assets, (c) no change in the number of
act ive employees, (d) base pay rate increases of 5.25%
and annual pay increases over ancl above the 5.25% base
increase ranging from 07o to 5.1%, and (e) health care
increases oi  5.25% annr"ral ly.

The total  PERS' actuarial  present value of accrued
post-employment benef i ts as of Decernber 3l ,  1992 was
$7.0 bi l l ion; the net assets avai lable for these benef i ts at
tha t  da te  were  $5 .6  b i l l i on .

(9) Compensated Absences

As o f  June 30 ,  1994 and 1993,  $295,1  16  and $278,221 ,
respectively, was accruecl for unused vacation and sick
leave ior SERS' ernployees. Ernployees who ret i re or
resign are ent i t led to ful l  compensat ion ior al l  earned
unused vacat ion. Unused sick leave pay is forfei ted upon
terrninat ion. However,  employees who ret i re,  become
disabled or deceased atter f ive years oi  service are ent i t led
to receive payment for a percentage of unused sick leave.

(1 0) Contingent Liabilities

SERS is  a  par ty  in  var ious  l i t iga t ion .  Whi le  the  f ina l  ou t -
come cannot be determined at this t ime, managernent is
of the opinion that the l ia l t i l i ty,  i f  any, for these leg.r l
act ions wi l l  not have a mater ial  aciverse etTect on SERS'
f inanc ia l  pos i t ron .

(1 1) Historical Trend Information

Histor ical  t rend information desigrred to provicle informa-
t ion about SERS' progress made in accurnulat ing suff ic ient
assets to pay benefits when due is presented irnmediately
iol lowine the notes to the i inancial  statements.

S c h o o l  E m p l o y e e sR e t i r e m e n t  S y s t e m  o f  O h i o
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CASB Staternent No. 5 requires the presentat ion of ten years of comparat ive aetuarial  stat ist ical  data, disclosing the
progress made in accurnulat ing assets to pay benef i ts when due.

Scnnpule I Eesrc R.rttnemrrur BrNtntrs
($ Arnounts in Millions)

Fiscal
Year

( 1 )
Net Assets
Available

for Benefits

(3)
(2) Percentage

Pension Eenefi t  Fundef

_oblisatlion_ (tl l'",dg{!y (2)

$2 ,257  68 .9%
2 , 5 1 1  6 9 . 9
2 ,646  72 .9
3  ,017  69 .9
3 ,346  69 .1
3,66? 6B.b
4,214 64,6
4,546 64.5
4 ,901 64.7
5 ,21 7 66.2

\4)
Unfunded

Pension Benefit
Obligation

(2)  minus (1)

(5)
Covered
Payroll

(6)
Unfiinded Pension
Eenefit 0blisation

as a Perceilt sf
Covered Payroll
(a) divided bY (5)

s? 2,h
87 ,9
76 .9
92.6
98 .1

102.7
126.8
129.9
1 3 1  . 7
129.6

66.7'lo
80.7
9 3 . S
87 .4
87.3
8 8 . 1
9 l , s

1 0 4 . 5
1 0 6 . 2
1 0 4 . 2

1  9Bs
1 986
1  987
1  988*
1 989
1 990
1 99, l  **
1 992
1 993
1994

1  985
r 986
1 987
1  9BB*
1 989'1990

1  991  + *
1992
1  993
1  994

$ 1 , s 5 6
1 , 7 4 7
1 ,930
2 ,147
2 ,311
2 ,513
2 ,722
2,930
3 , 1 7  2
3 ,453

$1  20
129
1 3 3
1 3 3
1 4 4
149
1 4 1
1 3 6
122
1 2 3

$701
764
7 1 6
9 1 0' r , 035

1 , 1  4 9
1 ,492
1 , 6 1 6
1 , 7 2 9
1 , 7 6 4

$5l t )
701
87.)
85B
921
986

1 , 1 0 0
1 , 3 0 0
t , 3 9 5
1 , 4 1 8

$804
869
9 3 1
982

1 , 0 5 5
1 , 1  1 9
1 , 1 7 6
1 ,244
1  , 3 1 3
1 ,361

$804
869
9 3 1
982

1 , 0 5 5
1 , 1 1 9
1 , 1 7 6
1 ,244
1 , 3 1 3
1  .361

l-lealth Cane Benefits
($ Arnounts in Mill ions)

$ 6 5 6  1 8 . 1 %
8 3 0  I 5 . 5

1 ,006  13 .2
991  1  3 .4

1 , 0 6 5  1  3 . 5
1 , 1 3 5  I 3 . 1
1  , 2 4 1  l 1  . 4
1  , 436  9 .5
1  ,517  8 .0
1 . 5 4 1  8 . 0

* In f iscal  1988, plan benei i t  provisions were amendecl.  The arrendments had the ei fect oi  increasing the pension benef i t
ob l iga t ion  fo r  bas ic  benef i t s  by  $1  19 .8  mi l l ion ,  and decreas ing  the  pens ion  benef i t  ob l iga t ion  io r  hea l th  care  by  $199.3
r n i l l i o n .
** Changes to actuarial  assurnpt ions for i iscal  1991 increasecl the pension berrei i t  obl igat ion ior basic benei i ts l ly $a9.5
nri l l ion anci for health care bv $7.0 rr-r i l l ion.

Analys is  o i  the dol lar  anlounts of  net  assets avai lable ior

benef i ts ,  pension benei i t  ob l igat ion (both basic  ret i renrent

and heal th care benef i ts) ,  ancl  unfunded pension benei i t

ob l i ga t i on  i n  i so la l i on  can  be  m is lead ing .  Exp ress i r rg  t he

net  assets avai lable for  berre i i ts  as a percentage o i  the
g:ension benef i t  o l l l igat ion provic les one indicat ion of

5ER5'  funding status on a going-concern l tas is .  Arra lys is  o i

th is  percentage over  t i rne i r rc l ica les whet l ter  5ERS is

becorning f inancia l ly  s t fonBer or  weaker.  Ceneral ly ,  the
greater  th is  percentage,  ihe st ronger SERS is .  Trends i r r

un funded  pens ion  bene i i t  ob l i ga t i on  and  annua l  cove red

See accornpanying indepenelent auditors' report.

payro l l  are both af fec lec l  by in f la t ion.  Expressing the

Lrnfr - rnc lec l  pension benei i t  ob l igat ion as et  percentage of
annual  covered payro l l  approximately  adi r - rs ts  for  the
ef fects of  in i la t ion ancl  a ids analys is  of  5ER5'  progress

nracle in  accr- r rnulat i r rg sLr f f ic ierr t  asseiE to pay benef i ts
when due.  Cerrera l iy ,  lhe srnal ler  th is  g;ercentage,  the
stronBer 5tRS is .

The actr - rar i . r l  assumpt ions for  investr lent  fe lL l rn,
post- re l i remeni  nror ta l i ty ,  and par t ic ipai ion l r r  i real th care
prern iurns are rev ised per i r :d ica l ly  b. . isec l  on SERS'  exper i -
ence.

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  O h i o
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Scnroulr l l

Member
Contributions

Ernployer
Coniributions

Rrvrnum BY Souncr

Investment
Income

Employer Contribution
Rate as a PercentFiscal

Year

Fiscal
Year

0ther
Revenues Total of Covered Payroll

1985 f i73' ,117 ,682
1986 78,979,863
1987 84,848,170
1 9BB 89,667 ,853
1989 96 ,422,050
1 990 1  04 ,105,361
1 9 9 1  1 0 9 , 3 1 0 , 1 9 7
1992 117 ,331 ,597
1993 123,270,559
1994 128,246,355

$1 
.19 ,1  45 ,737

130,507,996
135,032,693
145,784,980
171,094,710
180,544,371
1 88,465 ,1 32
202,421,912
210,429,351
2 1 6 , 3 8 3 , 2 7  4

$153,934,029
171 ,115,676
17 5 ,493,200
161,724,032
193,B3O,BB7
196,527,043
201,820,479
205,739,886
243,539,163
300,408,705

ExprNsrs Bv Tvpr

$3,004,376
3 , 3 3 3 , 8 1 9
2,521,825
2,28O,893
2,448,4O3
2,569,782
1,981,749
2,283,675
2,363,874
^  ^  ' r  ^ . ;
l ,u4) ,ubc)

$349,2A1 ,824
383,937 ,354
39Z,B95,BBB
399,457,758
463,796,054
483,7 46,557
501 ,577,557
527,777,470
579,602,947
647 ,083,400

Refunds

14.0%
1 4 . 0
1 4 . 0
1 4 . 0
14.0
1 4 . 0
14.0
14.0
14.O
14,0

Benefits
.ddrninistrative

. Elpenses

$5,673,205
5,863,596
6,599,526
6,689,009
7,419,675
7,942,036
8,565,124
8,586,487
9,726,019

10,a37,313

Transfers to
other 0hio
Retirement

., . System$

$1,486,990
' 1 , 9 0 1 , 1 0 0

'  1 , 4 9 8 , 1 1 4
2 , 1 3 1 , 1 5 0
1 ,630,410
1 , 9 8 3 , 9 0 8
2,202,383
1 ,7  41  ,637
2,747,590
2,665,192

f i8,373,795
9,058,221

10,267,756
9,791,762

11,468,175
12,532,925
12,345,363
12,751,491
13,513,992
I3 ,908,639

Total

$1 62 ,319 ,1  40
183,429,690
211,153,247
222,790,160
247,851 ,623
277,744,496
300,037,969
3 2 5 , 5 0 1 , 6 9 3
350,37  4 ,157
365,784,732

1 985
1986
1987
' r988

1 989
1 990
1991
1992
1 993
1994

$ 1  4 6  , 7  8 5  , 1  5 0
166,606,773
192,V87',851
204,178,239
227 ,333,363
255,285,627
27 6,925,099
302,422,078
324,386,556
339, i  73 ,5B8

See accompanying independent auditors' reporl.
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AolnrurstREnvr Exprusns

Scuroule ll l
Years ended fune 30, 1994 and 1993

Personnel services:
Salar ies and wages
Reti rement contributions
Insurance

Total personnel services

Professional services:
Technical  and actuarial
Medical
Audit ing
Employee training

Total professional services

Communications:
Postage
Print ing and publ icat ions
Telephone
Retirement counsel ing services

Total  communicat ions

Other services and charges:
Computer support services
Bui lding occupancy and maintenance
Transportation and travel
Suppl ies
Equipment rental
Surety bonds and insurance
Memberships and subscript ions
Equipment repairs and maintenance
Retirement study commission
Miscel laneous

Total other services and charges

Depreciation (non-investment):

Furn i ture and equipment
B u i l d i n g .

Total depreciation

Total administrative expenses

See accompanying independent auditorrf report.

1994

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

5,247 ,643

612,294
357,925
7g,Bg2
42,679

1 993

$ 3,933,071
515 ,690
501,83_2

4,951,593

530 ,610
321,332

61,394
i l ,474

.  1, .092,794

408,667
166,951
51,932
11,987

639,53.7

1 ,209,703
415,682
175,005

q q  q a q
J J I J J J

100,041
121 ,866
4 1  , 1 7 8
26,817
23,347
68,069

974,806

450,795
1 6 0 , 5 5 9

50,676
7,632

. 669,662

1,028,994
3 0 1 , 5 8 0
195,292
92,864
92,463

1 0 1  , 8 9 B
5 1 , 7 1 2
39,178
24,085

1  1 0 , 3 8 3

-  2 ,277,703
g,257 ,673

676,906
102,734

779,640

$10,037,313

2,A38,445

-8,634,506

986,755

:y,ly_
1  , 0 9 1  , 5 1  3

$ 9,726p]9

S e h s o l  E m p l o y e e s Be. t i rement  Sys fem o f  Oh io
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lnvrstmrnt SumrtaeRv

Scnrpurr lV

1 993

CarrYing
Value

Corporate and govern-
ment bonds and
obl igat ions $829 ,7BS,128 $

First mortgage loans
and mortgage-backed

Yren rNoro fuNr

Purchases
and

Accretions

30,1994
1994

5ales,
Redemptions

and Carrying
Accruals Value

% o f
Total

Market Market
Value Value

Market
Value

securities

Common and
preferred stocks

Short-term
investments

Real estate funds

Venture capital
investments

Total
investments

secu rities

Common and
preferred stocks

Short-term
investments

Real estate funds

Venture capital
InveStmentS

Total
investments

592,467,884

1 , 0 8 5 , 1 5 8 , 0 1 4

299,537,730

284,013,244

29,495,058

703,471,274

1,006,146,918

209,791 ,1 51

271  ,917  ,153

29,588,718

886,762,868 fi 665,332,275

641,376,962 211,861,234

1,783,134,287 224,493,189

299,537 ,73Q 2,475 ,206,236

251,121,025 61,074,952

29,495,058 13,388,174

fi (401 ,441 ,62?) $1 ,093,675 ,781

Q17,844,620\ 586,484,498

(62,919,826l .  1 ,146,731,377

(2,s04,830,895) 269,913,071

@1,437,21$ 303,6s0,978

Q0,527,371) 22,3ss,861

$1,Q23,337,070 26.10/'

587,737,078 15.0

1 ,7 42,1 60,649 44.5

269;913,071 6,9

269,119,464 6.9

22,355,861 0.6

$3,120,457,058 $3,891,427,930$3,651 ,356,060 $(3,349,001 ,552) $3,422,81 1,566 $3,e14,623,193', t99.0%

Yeen nruoep futtt

Market
Value

Purchases
and

Accretions

$736,032,966 $524.290,850

7 67 ,800,836 1 1 4,1 11 ,147

1,570,2063A4 199,346,9s0

209,791 ,151 2,394,541 ,964

263,558,486 130,792,267

29,588,7.18 8,602,683

30,1993
1 993

Sales,
Redemptions

and Carrying
Accruals Value

o/o of
Total

Market Market
Value Value

Carrying
Value

Corporate and govern-
ment bonds and
obligations 5692,570,598

First mortgage loans
and mortgage-backed

r992

$$87 ,07 6 ,320) $829 ,7 85 ,1 28 $886,762,868 22.70/'

641 ,376,962 16.5

1,783,134,287 45.8

299,537 ,730 7 .7

251,121,025 6,5

29,495,058 0.8

Q25,064,533)

(1 20,335,854)

Q,304,795,385)

(118,696,17 6)

(8,696,343)

592,467,884

1 ,085,1 58,0 1 4

299,537,730

284,013,244

29,495,058

$2,91 3,435,808 s3,576,978A61$3,371,685,861 fiQ,164,664,61 1) $3,1 20,457,Q58 $3,891 ,427,930 100.07o

School  Employees Ret i rement  System of  Ohio
.

, , . . - ,  .  .  , . . : '  : , : : .

See aceornpanying independent auditors' report.
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Fuuo Belnncr AecouNrs

Scnroulu V

Description of Accounts (Funds)

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:

(A) Employees' Savings Fund

The Employees' Savings Fund accumulates the contribu-
tions deducted from the compensation of members.
Contributions may be refunded to a member who with-
draws from SERS or to the member's beneficiary following
the member's death. Upon retirement, a member's accu-
mulated contributions are transferred to the Annuity and
Pension Reserve Fund.

@) Employers' Trust Fund

The Employers' Trust Fund is the depository for employer
contr ibut ions. Based on actuarial  valuat ions, amounts are
transferred out of this fund into the Annuity and Pension
Reserve Fund and the Survivors'  Benef i t  Fund.

(C) Annuity and Pension Reserve Fund

The Annuity and Pension Reserve Fund is the fund from

which all retirement, health care and death benefits are
paid. Funds are transferred into the Annuity and Pension
Reserve Fund from the Employees' Savings Fund and the
Employers'Trust Fund.

(D) Survivors' Benefit Fund

The Survivors' Benefit Fund represents amounts trans-
ferred from the Employees' Savings Fund and the
Employers' Trust Fund for the payment of survivors' bene-
fits.

G) Cuarantee Fand

The Cuarantee Fund records all investment earnings of
5ER5. Annual ly,  investment earnings are transferred to the
Annuity and Pension Reserve Fund, lhe Survivors'  Benef i t
Fund, and the Expense Fund.

(F) Expense Fund

The Expense Fund is used to record all expenses for the
administrat ion and management of SERS. Annual ly,  funds
are transferred from the Cuarantee Fund to cover expens-
es incurred.

A summary of the fund balance accounts fol lows:

Yrnn rruorn lurr 30, 1994

Employees'
Savings
Fund

Annuitv and
Employers' Pension
Trdst Fund Reserve Fund

Survivors'
Benefit Cuarantee
Fund Fund

Expense Total
Fund 1994

Total
1993

Fund balance at
beginning oi  year

Changes ior the year:
Cont,'ib rtions:

Employers
Employees
State of Ohio subsidics

lnveslment rncome
Transfers irom other

Ohio systems
Benefits:
Retirement
Disabi l i ty
Survivor
Heal th care
Death

Refunds oi employee
contributions

Admi nistrative expenses
Transfers to other

Ohio systems
Other translers

Net changes

Fund balance at
end of year

$ 889,126,855 5 \707,362,758) $2,946,037,237 $ 166,839,973 $3,294,641 ,307 $3,065,412,517

210,429,351
123,270,559

714,365
243,539,163

1 ,649,509

(1 98,878,409)
Q4,987,872)
r2,666,260)
(87 ,079,2861

177 4,7291

(1  3 ,5  1  3 ,992 )
19,726,019)

\2,7 47 ,590)

, ru,rou,r$

i l  1  A ? 1  I O R r

A2,069,677)

72,s42,570

$ 961,669,425

216,383,27 4

5-98,765

1  , 387  , 714

121?,437,443)
Q7,367,79O)

{85,496,1 0B)
(805,1 86)

{274 ,531 )

-  12,650,645)
t173,438,958) 484,705,062

4L r44 .3 t6  t 5 r65 r f lS

- 

36,394 -
- 300.408,/05

22 ,193

(1 3,062,06i  )  

- -

-  216,383,27 4
-  128,246,355
-  635 ,1  59
- 300,408,705

- 1 ,409,907

- (212,437,4431
- \27,367,790)
-  (13,067,061)
-  (85,496,1 08)
-  (805,1 86)

-  0 3,908,639)
(1  0 ,037 ,31  3 )  ( 1  0 ,017 ,11  3 )

\ 2 ,665 ,192 )
10,037,313

rB r  2rc668

l 1  l  \ a 7 \

l 1  1 7 d q 6 q

L15Lg44

(]00,408,705)

5 \664,418,442) $3,103,697,075 $ 174,991,917

229,228,790

See accompanying independent auditors' report.

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  a h i o

$3,575,939,975 $3,294,641,307
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ActunRv's Lrrren

CABRIEL, ROEDER, SMITH & COMPANY
Actuaries & Consultanls

24 woodbine Avenue . Northpo(, New York I I 768 . 516"757^W47

Navember 15, 1994

The Ret.ilement Board
Sehool Employees Retirenent System of ohio
coLumbuF, ohia

In order to determine SERS present f inancial position and levEl contrlbution
rates for the futur€. annual actuarlal valuatLans are made. The lateBt compLeted
ac tuar ia l  vaLuat ion  is  baeed upon da ta  and aeeumpt ions  as  o f  June 30 ,  1994.  the
data was suppl,ied by system staf,f, l lhlLe not verlfying lhe data a! the Bource,
tec tF  were  per fo rmed fq r  qon6 ls tency  and reaFonab l l i t y .  cond l i ions  and resu l ts
are shown in our reports.

Assumptione eoncerning future financial experienq€s are needed for an actuarial
va lua t lon .  These a3sumpt ions  are  es tab l i shed by  the  Board  a f te r  Eonsu l t ing  w i th
the  ae tuary .  A  program o f  annua l  ae tuar ia l  ga in / loas  ana lys is  !s  in  apera t ion i
these ana lyEeg de termine the  re la t iansh ip  be tween assumed f inanc ia l  exper ience
and ac t ,ua l  exper ience.  fo r  each majar  r l sk  a rea ,  These ae tuar ia l  ga in / lose
f ind lngs  led  to  the  adopt ion  o f  subs tan t ia l  rev ised assumpt ions  fo r  the  June 30 .
1991 actuarial valuatian. The asEumed premiums for health care coverages are
changed annual,Iy as premiums a4e chang€d by health care providers.

lhe  s ta lu to ry  employer  qont r lbuL ion  ra te  i c  l ,4 t  o t  pay .  An sERs po l i cy  dec is ion
r low prov ides  the  fo l low: ,ng  a l loca t ions :  to  bas lc  ben€f i t s r  the  por t ion  wh ich
will pay normal coEt and 40 year amortizatioo f,or unfunded actuarial accrued
I iab j . l i t tee ;  and to  hea l th  care  benef i t s ,  the  remainder  o f  employer
eontribut !on6 .

The f inanc la l  cond i t lon  o f  hea l th  care  banef i t s  i s  d i f , fe rEnt ,  and i6  be ing
s ign i f i can t ly  a f fee ted  by  the  prav is ions  o f  Ac t  29O o f  1988,  Ac t  290 es tab l i shed
a health care surcharge, a program to determlne a minimum annual pay for use in
calculatj.ng employer cantribut.ion doll"ars.

i f  fu tu re  hea lch  care
cos t  in f la t lon  does  no t  exceed fu tu re  genera l  p r ice  !n ! i on .

Cavanaugh I

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  A h i a



SrerrmrNr or Acruenv
Vnrunlon ns on f uNr 30, "1994

Actuarial Cost Method and Assumptions

Basic Retirement Benefits

Employer contribution rates for basic benefits are deter-
mined using the entry age normal actuarial  cost method.
This method produces an employer contr ibut ion raie con-
sist ing of (1) an amount for normal cost ( the est imated
amount necessary to finance benefits earned by employ-
ees during the current service year),  and (2) the amount
for amort izat ion of the unfunded actuarial  accrued l iabi l i -
ty.  The maximum statutory rate is 14%,

The present employer contr ibut ion rate of 14oh is al locat-
ed between basic benefits and health care on the basis of
SERS pol icy decision. For the year ended )une 30,1994,
the policy required the determination of a rate for basic
benef i ts which wi l l  amort ize the unfunded actuarial
accrued l iabi l i t ies over a 4O-year period, with the remain-
der of the employer contribution rate allocated to provid-
ing health care benefits. The rate cletermined for the fund-
ing of basic retirement benefits for the year ended June
3 0 ,  1 9 9 4  i s  9 . 1 3 % .

Health Care Benefits

lni t ia l ly,  beginning in 1974, the contr ibut ion rate for
health care benef i ts was establ ished at 0.25%, included in
a total employer contribution rate of 12.5o/.. Health care
contribution rates have been increased at various times
since 1974, and the total  employer,  contr ibut ion rate has
been increased to the statutory 14% maximum. The por-
tion of the employer contribution rate allocated to health
care for the year ended June 30, 1994 is 4.87o/o, which is
insufficient by itself to provicle level cost financing of the
unfunded actuarial  accrued health care l iabi l i t ies. This is
pr imari ly due to the relat ively low average salar ies of the
SERS contr ibut ing members.

In 1988, House Bi l l  290 providecl for an employer contr i -
bution surcharge to funcl health care benefits. The sur-
charge is equal to 14% of the differenee between the min-

AcrunnrAl SEcnoN

imum pay and the member's pay, pro-rated for partial ser-
vice credit .  For the f iscal  years 1993 and 1994, the mini-
mum pay has been establ ished as $9,900 and $10,400,
respectively. The surcharge rate, added to tlre unallocated
port ion of the 14% employer contr ibut ion rate, results in a
total  health care contr ibrut ion rate of 6.01%. This rate is
sufficient to provide level cost financing of the unfunded _
actuarial  accrued l iabi l i t ies for health care benef i ts assum-
ing future health care cost inflation does not exceed future
general  pr ice inf lat ion.

Actuarial Assumptions

The assumptions used for the actuarial  vaiuat ion were
adopted by the Retirement Board after consulting with the
actuary, The actuarial  assumptions used in making the
valuation were revised as set forth in the Cabriel, Roeder,
Smith & Company Invest igat ion Report  dated June 3,
1991 for the period from July 1, 1985 through June 30,
.1990, and were adopted as of the June 30, 1991 valua-
tion. Differences between assutned and actual experience
(actuarial gains and losses) become part of unfunded actu-
arial accrued liabilities. When these differences between
assumed and actual experience have been observed Io be
sizable and persistent,  a change is made to the actuarial
assumptions.

The valuat ion assets as of June 30,1994 were determined
on a market'related basis. The method used recognizes
20% ol the previously unrecognized gains and losses
(both real ized and unreal ized).  To this was added the pre-
sent value of expected future payments for House Bi l ls
284 and 204, or $2,636,404.

The tbl lowing signi f icant assumptions were used in the
actuarial  valuat ions as of June 30,1994:

(1 ) a rate of return on the investments ol 7.75ok com-
pounded annual ly (net af ter administrat ive expenses).
The real rate of return is the portion of total investment
return wlrich is rnore than the inflation rate.

S c h o o l  E m p l o y e e sR e t i r e r n e n t  S y s t e m  a f  O h i a
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Srerr,r,rrNr On Acruanv (Counuurp)

Considering inf lat ion recognit ion of 4.75 percent,  the
7.75 percent investment return rate translates to an
assumed real rate of return of 3 percent;

(2) projected salary increases of 4.7Soh, compounded
annual ly,  at tr ibutable to inf lat ion;

(3)addit ional projected salary increases ranging from 0%
to 3% per year,  at tr ibutable to senior i ty and meri t .  Pay
increase assumptions for individual act ive members
are shown for sample ages in the fol lowing table,

lncrease Next Year

(6) rates of separation from active service before retire-
ment are developed on the basis of actual plan experi-
ence. Probabilities of separation for sample ages are
shown in the fol lowing table,

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

Percent of Active Members
Separating within Next Year

Men

Sample
Ag6s Death

a.02Yo
0.04
0.08
0.24
0.60

Women

Sanrple
Age

Merit &
Seniority

Base
(Economy)
-2i5,/"

4 , 7  5
4 . 7  5
4 .75
4 , 7 5

-*76-
30
40
50
60

Disability-TTO%
0,06
0^36

-9'uo

Other-6ne%
4.50
J , L + Z

3 .06
2 .20

Total

20
30
40
50
60

3.0%o
2 . 3
1 . 8
1 . 0
0 .0

7 .75%
7.05
6 . 5  5
s . 9 5
4.75

(4) eligibility for age and service retirement was assumed
to be: age 50 with 30 or more years of service; 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 al lowance are shown in the fol lowing
table for sample ages.

Probabi!itles of Age fr Service Retirement
Percent of Eligible Active Members

Retirins within Next Year

(7) premiurns and spouse coverage deductions are
assumed to increase al  4.75o/o annual ly;

($ 25' / .  of  el ig ible female ret i rants and 60% of el ig ible
male retirants are assumed to elect a ioint and survivor
form of paymenU

(i l  25"/ '  of  el ig ible female ret i rants and 50% of el ig ible
male retirants are assumed to elect to cover spouses for
health care. The System wi l l  pay the premium for
dependents less a deduct ion during the l i fe of the ret i -
rant;

(10) el ig ibi l i ty of  al l  health care benef i t  recipients for
Medicare on attainment of age 65, or immediately i f
retired 1'or disabi I ity,

Samole
Agis Death Disability--O'o1% -ol0%

0.02 0.00
0 .04  0 .14
0.0B 0.32
0 .21

Other

20
1 0
40
50
60

8.040/0
6 . 3 1
3.9s
2 . 6 7
2.66

Samrple
Ages Men

- " - f f i -

|  ) 1 o

1 0
1 0
40
50' r00

Wornen
1TE;
1B
25
35
50

100

5 0
5 5
60
65
70
75

(5) mortal i ty of  part ic ipants based on the 192' l  Croup
Annuity Mortal i ty Table projected to 1984 set back
one vear for women and men;

Schoo l  Employees R e t i r e m e n t  S y s t e m  s f  O h i o
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Health Care Premium Rates:

Status

AcrunnrAL SEcnoN

Actuarial Accrued Liabilities

Accrued l iabi l i t ies are the present value of plan promises
to pay benefits in the future, based upon service already
rendered. A l iabi l i ty has been establ ished (accrued)
because the service has been performed, but the resulting
monthly cash benef i t  may not be payable unt i l  years in
the future. Accrued l iabi l i t ies are the resuh of comolex
mathematical  calculat ions pertormed by a group of spe-
cialists, the plan's actuaries The results of the computed
actuarial  accrued l iabi l i t ies, using the entry age normal
actuarial  cost method, are disclosed in the iol lowing
schedule.

Benefit ree ipient under age 65
Spouse under age 65*
Benefit recipient age 65 and
over,  el ig ible for Medicare . . . . . .
Spouse age 65 ancl older,
el ig ible for Medicare
Mail order prescription service
*System portion

Monthly Rales_Reported
1994 1993

$ 3 5 1  . 2 2  $ 3 Q s . 1  4
7  5 .87  69 .7  4

58.98  s5 .09

1  6 . 1 4  1  5 . 5 8
43.82 42.34

Medicare Part  B Premium: $24.80 per month. (This pre-
mium is paid by the System.)

AcruaRrnl Accnurp Lrnerutrrs f uur 30, 1994

Present Value of Health Care Basic Benefits

Future monthly benefits and death benefits to present retirants and survivors $ 853,165,320 $2,425,523,672

Monthly benefits and refunds to present inactive members 48,359,363

Service allowances ancl health care benefits to present active membutt .......... BO:,t lOffi
Disalril ity allowances and health care benefits to present active members ..... 25,482,802
Death-after-retirement benefit ($500) on behalf of present active members .....
Survivor benefits on behalf of present active members who die before retiring 14,077 ,672
Refunds of member contr ibut ions of present act ive members . . . . . . . . . . . . . .

112,964,990

2,660,473,130
148,233,646

1,354,056
34,591,030
38,324,791

Benefi ts for present act ive members . . . . . . . . . . , . . .  . . . , . . . .  $ 932,697,164 $2,842,976,653

Benefits for present covered persons $LS34,rr1,B4? $5,3S1/65;15

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  O h i o



Acrunntnl Srcnoru

Smrrunur or Acrunnv (CorrrnNuro)

Membership Data
Information regarding active, inactive, and retired mem-
bers is obtained from computer tapes provided by the

Active Menrber Valuation Data, 1985 to 'l994

retirement system. Membership data contained on the
computer tapes is examined and tested for reasonableness,

Retirants and Beneficiaries Added To
and Rernoved From Rolls, 1985 to 1994

Fiscal Year
Ended Additions Deletions

lune 30 During Year During Year

Actuarial Nunrber of
Valuation ,{ctive

as of June 30 Mennbers

Annual Average
Payroll Annuafl

(millions) Salary

$804.2
869.1
931.4
9 8 1  . B

1 , 0 5 5 . 4
1 , 1 1 8 . 7
1  ,176.2
1 ,244.3
1  ,312.7
1 ,360.9

1  985
1986
1987
1 9BB
1 989
1 990
1 991
1992
1 993
1994

1 9Bs
1 986
1987
1 9BB
1 989
1 990
1 991
1992
'1993

1994

1,325
1 ,478
1,522
2,215
1,432
2,072
2,384
2,360
2,493
2,981

B6,B3B
88,31 O
89,534
9A,418
91 ,778
93,147
93,574
97,497
9 9 , 1 3 5
99,918

$9,261
9,842

10,403
1 O , B 5 B
1 '1 ,500

1 2 , 0 1 0
12,570
12,762
13,242
13,620

J I Z J J

3,807
3 , ' 1 5 5
3 , 5 1 2
3,140
3 , 7 1 4
3,534
3,488
3,303
4,455

Number at
End of Year

38,7OB
41,037
42,670
43,967
45,675
47,317
48,467
49,595
50,405
51,479

Summary of Unfunded Accrued Liabilities

Each t ime a new benef i t  is added which appl ies to service
already rendered, an "unfunded accrued l iabi l i ty" is creat-
ed, Laws governing the System require that these unfund-
ed accrued l iabi l i t ies be { inanced systematical ly over a
period of future years. Also, if actual financial experiences
are less favorable than assumed financial experiences, the
dif ference is added to unfunded accrued l iabi l i t ies'

In an inf lat ionary economy, the value of the dol lar is
decreasing. This environment results in employee pay
increasing in dol lar amounts, ret i rement benef i ts increas-

ing in dol lar amounts, and lhe unfunded accnred l iabi l i -

t ies increasing in dol lar amounts; al l  at  a t ime when the

actual substance of these items may be decreasing.

Looking at just the dol lar amounts of unfunded accrued

l iabi l i t ies can be misleading. Unfunded accrued l iabi l i t ies

divided by active employee payroll provides an index

which clar i f ies understanding. The smal ler the rat io of

unfunded liabilities to active member payroll, the stronger

the system. Observation of this relative index over a peri-

od of years will give an indication of whether the system

is becoming f inancial ly stronger or weaker.

Schoo l  Ernp loyees R e t i r e m e n t  S y s t e m  o f  O h i o



Acrunnrel SrenoN

SrerrueNr on Acruenv (Cor.rrrNutp)

Bmrc BrNrnrrs ($ lr Mrlr-rors)

Valuation
Year

Actuarial
Accrued

Liabilities (AAL)
Valuation

Assets

Unfunded
Actuarial
Accrued

Liabi l i t ies (UAAL)

Ratio of
Assets
to AAL

Active
Merrrber
Payroll

1  985
1 985*
1  986
1987
1 988#
1 989
1 990
1991
1 9 9 l  *

1992
1 993
1994

1 985
1  9 8 5 *
1  986
1987
1 9BB#
1 989
1 990
1  9 9 1
1 9 9 1 *
1992
1 993
1994

q ?  4 n q

)  4 ) )

2,670
2,899
3,307
3,658
4,003
4,265
4,346
4,693
5,052
5 , 3 8 1

$  6 8 1
760
865

1 , 0 5 1
1 , 0 5 1
1 ,128
1 , 2 0 5
1 , 2 9 5
1 , 3 , l 1
1 , 5 1 8
1 , 9 0 1
1 , 8 3 4

$ 1  , 5 6 4
1 , 5 6 4
1 ,781
2,007
2,204
2,438
)  AAA

3 ,015
3 ,015
3 ,330
3,673
3,952

$ 1  2 0
120
1 3 1
1 3 7
1 3 9
1 q ?

1 5 8
157
157
1 5 4
141
1 4 1

$841
8 5 8
889
892

1 , , l 0 3
1 , 2 2 0
1 , 3 1 7
1 , 2 5 0
1 , 3 3 1
1 , 3 5 3
1 , 3 7 9
1,429

$B04
BO4
869
9 3 1
982

1 , 0 5 5
1  , 1 1 9
1 , 1 7 6
1 , 1 7 6
1  ) 4 4

1 , 3 1 3
1 , 3 6 1

$ 804
804
869
9 3 1
982

1 , 0 5 5
1 , 1 1 9
1 , 1 7 6
1 , 1 7 6
1 , 2 4 4
t , : t :
1  ,361

UAAL as
a o/o of

Active
Mernber
Payroll.

1  05%
147
102
96

1 1 2
1 1 5
1 1 8
1 0 6
1 i 3
1 1 0
1 0 5
1 0 5

70%
BO
o )

9B
9 3
9 3
94
9 7
9B

1 1 0
1 2 6
124

Hrelrn CenE Bnnrnrrs ($ lN Mrlr-roNs)

65%
6 5
6 7
69
6 7
6 7
6 7
7 1
69
7 1

73
73

18%
1 6

I J

1 4
1 3
1 )

12
10

o

$  5 6 1
640
734
9 1 4
9 1 2
976

1 , 0 4 7
1 , ' l  3 8
1  , 1 5 4
1 , 3 6 4
1 , 6 6 0
1 , 6 9 3

* Revised Assumptions
# Legislated Benefit Increases

Schoo l  -EmplayeesR e t i r e m e n t  S y s t e m  o f  Q h i o
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SrRrrurrt or Actuenv (CoNrlNurp)

Short Condition Test

l f  the eontr ibut ions to SERS are level in concept and
soundly exeeuted, the System will pay all promised bene-
fits when due - the ultimate test of financial soundness.
Testing for level contribution rates is the long-term test.

A short condition test is one means of checking a sys-
tem's progress under i ts funding program. In a short  con-
di t ion test,  the plan's present assets (cash and investments)
are compared with:

1) Act ive member contr ibut ions on deposiu

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

3) The l iabi l i t ies for service already rendered by act ive
memoers.

In a system that has been fol lowinB the discipl ine of level

percent of payrol l  f inancing, the l iabi l i t ies for act ive mem-

ber contr ibut ions on deposit  ( t iabi l i ty 1) and the l iabi l i t ies

for future benef i ts to present ret i red l ives ( l iabi l i ty 2) wi l l

be fully covered by present assets (except in rare circum-

stances).  In addit ion, the l iabi l i t ies for service already ren-

dered by act ive members ( l iabi l i ty 3) wi l l  be part ial ly cov-

ered by the rernainder of present assets. The larger the
funded port ion of l iabi l i ty 3,  the stronger the condit ion of
the system. Liabi l i ty 3 being fLr l ly funded is rare.

fuNr  30
1%5--'-
1  9 8 5 *
1  986
1987
1 9BB, I9BB#

1 989
1 990
1991
1 9 9 1 0
1992
1  9 9 3
1994

fuur  30
-------;-;F=-

I  v o )
1 985*
1  986
1987
1 9BB
1 9BB#
1 gBg*
1 990
1991
l  g g l  f

1992
1 993
1994

$ 1  , 1 2 6
1 , 1 0 1
1 , 2 2 8
1 ,341
1 ,462
1 , 5 1 3
1 , 5 9 5
1 ,872
2,Q25
1 ,973
2 , 1 2 3
2,261
2,426

(1)  (2 )
MrMsrn Riltnrp

Cor.irRrsuttoNs Ltvrs

(3) t4)
Pnrsrur Mavrrns VRluertoru

(Er"rploven Porrroru) Assrrs.-5846-- -T[564

BBB 1  ,564
967 1  ,781

1,034 2 ,007
1 , 1 3 4  2 , 2 0 5
1 , 2 1 7  2 , 2 0 4
1 , 3 3 5  2 , 4 3 8
1,447 2 ,686
1 ,491 3 ,015
1 ,624 3 ,01  5
1 , 7 5 4  3 , 3 3 0
1,902 3 ,673
1,994 3 ,952

(1)  (2)  (3)
r# *ixx;; ---;-
l t J rJYo l0U% I 'h
1 0 0  1 0 0  3
1 0 0  1 0 0  8
1 0 0  1 0 0  1 4
1 0 0  r 0 0  1 5
1 0 0  1 0 0  I
i 0 0  1 0 0  9
1 0 0  1 0 0  I
1 0 0  i 0 0  1 6
1 0 0  1 0 0  1 8
1 0 0  1 0 0  2 2
1 0 0  1 0 0  2 7
1 0 0  1 0 0  2 8

$433
433
475
3 l L I

5 7 7
5 7 7
6 2 7
684
749
749
8 1 6
BB9
962

Basrc Brrrrrrs ($ lN MrruoNs) PoRrroN or AccRUED
LtRnutrtes

Covrnro BY AssETs

Ponrrou oF AccRUeD
LtRetLlrtrs

Covrnro BY AssETs

Hrnrrn Cnnn Brrurnrs ($ ltrl MlultoNs)

( 1 )
MrMaen

CoNrnreurroNls

(2)
Rrrrnrp
Lrvrs (2)-Tg;

31
2B
24
) )
1 4

24
23
) 1

22
1B
1 7

1 7

(3) (4)
Pncsrur Melaaens Valunttorl

(Erutelovrn FoqrroNr) Assers (3)( 1 )

$ 3  B 6
3 9 1
461
5 6 2
o l 5
584
640
686
731
725
833
852
8 5 3

s ? 9 5
369
404
489
5 6 9
467
4BB
5 1 9
564
5 8 6
685
949
9 8 1

q 1 1 n 0%
0
0.
0
0
0
0
0
0
0
0
0
0

20
31
37
39
39
52
5B
57
57
53
4 1
4 1

* Revised Assurrrptions
# Legislated Benefil lncrease

R e t i r e m e n tt r t ru^,ot  U! ! r ,School  Employees
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Cournnnnvs Sut"tunnv on Accnurp LtnalltrlEs AND
Prrcrxrecr CoveRep sv Nrr Assers Avalmntr roR Bruertrs

TesrE I

Corvrputro AcrueRrru Accnurp Ltnntttttts

June 30
Member

Contributions

Current
Retirants

and
Beneficiaries

Active Members,
Employer
Financed
Portion

Percentage of Accrued
Liahilities Covered By
Net Assets Available

For Benefits
(1) (2) (3)

Net Assets
Available

for
Benefits

1 985
1 986

1 987
1  988
1 989
1 990
1  9 9 1
1992

1  993
1994

1 0 0
r 0 0
1 0 0
1 0 0
1 0 0
1 0 0
1 0 0
'100

1 0 0
100

B2
B3

8 1
79
78
77
7B
76

77
80

$432,528,863
475,218,163

524,262,202
577,Q28,334
627,076,019
683 ,812 ,888
748,783,498
816,328,094

889,1 26,855

961 ,669,425

$1  ,511  ,799 ,217
1,698,2O9,454
1 ,903 ,559 ,908

2,096,925,418
2 ,336 ,503 ,192

2,557,636,065
2,697,874,221
2,956,651 ,040
3 ,112 ,877 ,210
3,27 8,688,992

$1 ,141 ,424 ,734
1 ,371 ,411  ,464
1,522,516,727
1  ,684 ,51  3 ,1  1  6
1,821 ,748,962
1 ,967 ,248 ,110
2 ,210 ,527 ,169
2,438,570,210
2,850,184,218
2,975,328,745

$1 ,675 ,733 ,161
1,876,240,825

2,062,983,466
2,239,651,Q64

2,455,595,491

2,661,597,552
2,863 ,137 ,1 40

3,065,412,517
3,294,641 ,3Q7
3,575,939,975

0
0
0
0
0
0
0
0
0
0

NOTE: The ul t imate test of  f inancial  soundness is the

System's abi l i ty to pay al l  promised benef i ts when due,
The System s progress in accumulating assets to pay all
promised benefits can be measured by comparing the pre-

sent assets of the System with (1) member contr ibut ions,
(2) the liability for future benefits payable to current reti-
rants and beneficiaries, and (3) the ernployer-financed
port ion of the l iabi l i ty for benef i ts payable to act ive plan
part ic ipants.

In a system that has been fol lowing the discipl ine of level
percent of payrol l  f inancing, the l iabi l i t ies for act ive mem-

ber contr ibut ions on deposit  (1) and the l iabi l i t ies for

future benefits to present retired lives (2) will be fully cov-
ered..by present assets (except in rare circumstances). ln
addit ion, the l iabi l i t ies for service already rendered by
active members (3) will be partially covered by the
remainder of present assets. The larger the funded portion
of liability (3) the stronger the condition of the System,
Liabi l i ty (3) being ful ly funded is rare.

In Table l, the entry age normal actuarial cost method was
used to determine the actuarial  l iabi l i ty.  The entry age
normal actuarial cost method is the same method used to
determine employer and employee contribution rates'

@ S c h o o l  E m p l o y e e s R e t i r e m e n tSy,s.te,m of Ohio



BrNrrrt ExprNsrs ev Tvpr
Lasr Trt Yrnns

Tnslr ll Benefits
Death

Year Ending Health Benefits

June 30 Service Disability Survivor Care and Refunds Total

1985 $96,910,985 $10,527,898 $8 ,004,135 $30,778,698 $8 ,937,228 $155,1  58 ,945
1985 1A8321,454 11 ,785,441 8 ,360,152 37 ,499,2Q9 9 ,698,738 175,664,994
1987 118,726,020 12,780,695 8,958,365 51,728,280 10,862,247 203,055,607
1988 129,330,5i0 14,138,302 9,479,476 50,568,576 10,453,137 213,970,QO1
1989 144,870,006 15 ,968,925 10 ,154,865 55 ,688,417 12 ,119,325 238,801,538
1990 162,866,492 18 ,077,033 10 ,886,380 62 ,746,014 13 ,242,633 267,818,552
1991 173,348,030 19,854,430 11,358,736 71,633,065 13,076,201 289,270,462
1992 185,250,9B0 22,258,565 11 ,814,421 81 ,851,492 13 ,498,111 315,173,569
1993 198,878,409 24,987,872 12,666,26A 87,079,285 14,288,721 337,900,548
1gg4 212,437,443 27,357,790 13,067,061 85,496,108 14,713,825 353,082,227

NuMerR oF BENEFIT RrctptrNls nv Tvps
Lesr TeN Yrnns
Tnslr l l l

Year Ending
June 30 Service Disability Survivor Total

SrRrrsncAl SEcnoN .;:fl

2,809 38,708
2,873 41,037
2,943 42 ,670
3,006 43,967
3,063 45,675
3 , 1 1 2  4 7 , 3 1 7
3,176 48 ,467
3,244 49,595
3,279 50,405
3,374 51 ,479

NuMern or PRRrtclpnrtNc Et"tpl-ovrRs
lesr TrN Yeans

TeslE lV
Year Total Counties Locals Cities Villages Colleges Technical Vocational Other

1 985 768 86  376 192 49  2  13  49  1
1  986 769 86  376 192 49  2  13  49  2
1  987 769 86  376 192 49  2  13  49  2
1  988 768 B4 376 192 49  2  13  49  3
1  989 766 84  373 192 49  2  13  49  4
1  990 766 84  373 192 49  2  13  49  4
1 9 9 1  7 6 5  8 4  3 7 2  1 9 2  4 9  2  1 3  4 9  4
1992 764 84  371 192 49  2  13  49  4
1  993 764 84  371 192 49  2  13  49  4
1994 765 83  372 192 49  2  13  49  5

1  985
1 986
1987
1 988
'1989

1 990
1  9 9 1
1992
1993
1994

33,145
35,265
36,750
37,877
39,408
40,856
41 ,773
42,690
43,166
AA f i )A

2,754
2,898
)  q 7 7

3,084
3,204
3,349
?  q 1 q

1 ,  AA1

?  q 6 n

4,081

Schoo l  Emp loyees  Re t i remen t  Sys tem o f  Oh io  :  g
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RmnemrNt Avrnncrs
Lesr Trru Yrens

Tnslr V

Year fndimg
june 30

Service
Credlt

Service Retirement

Monthly
Amount Age Salary

Year Endielg
June 3S

Disability Retirement

Monthly
Amount

1 985
1 986
1987
1 988
1 989
1994
i  9 9 1
1 992
1 993
1t)94

1 7 . 8 2 1
16.846
1 7  . 6 3 5
1 9 . 0 1 9
19.231
18,734
1 8 . 9 0 9
1 9 . 5 2 8
2 0 . 2 1 1
2 0 . 5 5 1

$ 3 1  5 . 7 e
344.73
328.76
378.29
4 3 1  . 1 7
424.85
447.56
5', I  7.85
549.01
589.07

63.82
63.64
63.77
62.13
61.40
60.75
63.3s
63.21
63.45
63.34

$ 1 0 , 5 2 5
10,292
10,458
1 1 ,989
1  3 , 0 1 5
13,034
1 3 , 3 5 2
15,298
15,984
16,704

Salary
Service
Cnedit Age

1 985
1 986
1987
1 9BB
r 989
1 990
1991
1992
l  Clct I

1994

12.362
1 3 . 3 3 9
13.484
1 3 . 0 8 6
14.821
1 4 . 0 1 8
1 4 . 5 1 7
r  4 .595
1  5 . 1 2 3
1  5 . 1  4 8

$ 4 4 2 . 3 1
4 3 1  . 1  B
466.02
509.27
562.42
5 5 1 . 1 2
5 9 8 . 5 8
674.50
749.53
738.03

56.69
56.20
57.42
54.64
5 4 . 3 1
5  3 , 5 1
5 5 . 5 6
54.80
56.42
58.20

510,917
10,872
1 2 ,1  84
1 3 , 0 6 0
13,433
1 3 , 5 3 9
1 4 ,41  4
1 5,644
16,652
1 7 , 3 7 0

o S,e ho a I  Em p' l  oyees Ret i  r  e m e n t Sys tem o f  Oh, io
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lNvrsrmrNr SrcnoN

luvrsrugNr DtsrnlpurtoN av Manrrr Vnlur
ns  on  fuNr  30 ,1994

Beal Estale (7,5%)

Short-Term Securltles (6.9%)

Venture Capital (0.6%)

Common Stocks ('f4,5%)

Ter Yrnn lNvrsrmExr Compnntsott
nr MeRrrr Vnlur (tN glt-ttol.ls)

U,S. Gov't. & Agency Obligations (10.8%)

U.S. Corporate Bonds ('11'3%)

Canadian Bonds {4.0%)

Mortgage Backed Securities (14.4yo)

I e*ru", l ro*uoo.o I "*,*t* fl o*.

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

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 equities, real estatp and venture
capital, the state statutes also establish financial stan-
dards for each asset owned by the System.rFurthermore,
state statutes require that SERS' Board and its fiduciaries
discharge their duties solely in the interest of the partici-
pants and beneficiaries. And finally, state statutes and
Board policy require the prudent diversification of the
System's assets.

Board policy defines further the risk levels, return
requirements and diversification methods that SERS'
fiduciaries should adhere to as they manage the
System's investment portfolio. Board policy has charged
SERS' fiduciaries with accepting a moderate amount of
risk, divertifying the assets of the portfolio by asset class
and by investment style, and achieving competitive
investment returns within each asset class.

Asset Allocation

Because of the legislation enacted early in the fiscal
year, the Board and staff of SERS embarked on an exten-
sive review of SERS' asset allocation and long-term lia-
bi l i ty structure. This review, in conjunct ion with a
nat ional investment consultant,  led SERS' Board to
revise its goals for each asset class. The revisions are as
fol lows:

. The Domestic Equity goal was increased from 35% of
the Total  Fund to 45%.

r The Internat ional Equity goal,  not permit ted unt i l  the
state statute change, was established at 10% of the
Total  Fund.

. The Domestic Fixed-lncome goal was reduced from
40o/o of the Total Fund to 30%.

. The Real Estate goal was reduced from 20 % of the
Total  Fund to 10%.

lxvrsrmENT SEcnoN

. The Cash Equivalents goal was unchanged at 5% of
the Total Fund.

These goals were adopted by the Board in May, 1994.
Staff then proceeded to design a plan, in conjunction
with the Investment Csnsultant, to prudently attain
these revised goals. The Plan prepared for the Board
indicates that the goals establ ished by the Board in
May, 1994 wi l l  be achieved by June, 1995. The Board
and staff feel that the lmplementation Plan is very
aggressive, but it can be accomplished in a prudent
manner with the diligent work of the Board, staff and
the Investment Consultant.

Fund Performance

For the fiscal year ended June 30, 5ER5' equity portfo-

lios returned 1.3Yo versus the S&P 500's return of 1.4o/o.

Equities in general performed worse than normally
expected, but they stil l had positive returns for the year.
For the last ten years, 5ERS' equity portfolios returned
14.3% versus the S&P 500's 

' l  5. ' l7o return. The equity
returns for the longer term have been above normal.

The fixed-income returns of the maior indexes were
negat ive for the f iscal  year.  This is the f i rst  t ime since
the f iscal  year ended June 30, 1 981 that f ixed-income
returns have been negative. SERS' fixed-income portfo-
lios returned a negative 2.5o/o for the fiscal year versus a
negative 1.5'h for the Lehman Brothers CovernmenV-
Corporate Index. For ten years SERS' fixed-income pon-
folios have returned 12.0% versus 12.Oo/o for the
Lehman Index. The returns for f ixed-income over the
last ten years are above what is normally expected from
fixed-income i nvestments.

As we mentioned last year, real estate prices seem to
have stabilized. SERS' real estate portfolios returned
7 .2o/' during the fiscal year versus 4.5o/o for the Russell-
NCREIF Property Index. Real estate was the best per-
forming asset class in 5ER5' Fund during the f iscal  year,

S c h o q l  E m p l o y e e sBet i rement  Sys tem o f  Oh io
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For the last ten years, however, equities and fixed-income
investments outperformed real estate. SERS' real estate
porlfolios returned 10.0% for the last ten years versus
35% for the RusselI-NCREIF Index.

The Total Fund returned 0.6% for the fiscal year and
11.2% for the last ten years. This compares quite favor-
ably to the Total Fund's benchmark return of 1 .0% for the
year and 11.1% for the last ten years.

Fund Strategy

As mentioned previously, SERS' lnvestment Staff will be

working to implement the Asset Allocation Plan adopted

by the Board in May, 1994. SERS' ini t ia l  investment in

international securities is expected to be made before
December 31,1994. The ini t ia l  investment wi l l  probably

be made in a passively managed international index fund.

SERS also expects to broaden the domestic index fund

currently invested in to include more small and medium-

sized companies. Between January, 1995 and June 30,
1995, SERS intends to hire addit ional domest ic and inter-
national money managers to actively manage equity
assets. The investment staff expects to attain the asset allo-

cation goals established by the Board for domestic and

internat ional equit ies by June 30, 1995. The attainment of

the real estate goal will depend upon the availability of
good quality, suitable, institutional grade propefties at a
reasonable price. The investment staff will endeavor to be
very close to the real estate asset allocation goal by June
30, 1995, but wi l l  only invest in propert ies which add.
value to the real estate poftfolios and SERS' Total Fund.

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  O h i o



luvrsrmrxr SrcnoN

Average Annual Return

1992 3-Year 5-Year 10-Year

Trrvrr-WercHTED RATEs on RrruRn
ron Tnr Ynen ENprn funt 30

Common stocks
SERS
Standard & Poor's 500

Fixed.income
SERS
Lehman Bros, Cov't./Corp. Index

Real estate/Participating mortgages
SERS
Russel l -NCREIF

Short-term
SERS
U.S. Treasury Bi l ls

Venture capital
SERS

Totalportfolio
5ER5
*Balanced lndex

Source: Ronald A. Karp Associates

1994 r 993

1 . 3 %
1 . 4

(2.s)
(1 .s)

12.7u/o
13 ,6

10 .4
13.2

(3.9)
(3.3)

3 .3
2.9

20.6

9 .7
9.4

1 0 . 1 %
1 0 . 3

0.2
(0.4)

5 .6
4.9

o . J

1434/0
15 .1

12,0
1 ? n

1 0 . 0
3 .5

7.2
4^5

3 .5
3 .1

13.0% 8.9%
13.4  9 .3

14.9 7.3
14.2  8 .4

(s"B) (1 .0)
( 7 . 1 )  Q . 2 )

4 .9  3 .9
4 .4  3^5

4 . i  2 5 . 5

1  1 . 0  7 . 4
9 .3  6 .4

8 . 6
8 .5

o ' )

7 . 3

6 .8
5 . 8

49.9

0 .6
1 . 0

5 .0

1 1 . 2
1 1 . 1

*Ealanced Index (35% of  S&P 500,  40% Lehman Btos. ,20o/o Russel I -NCREIF,  5% U'S'  T 'Bi l l )

onro lr'rvtsrmrnt PnoFllr
As oF fuNE 30, 1994

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

than $313 mil l ion which represents approximately B% 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 headquartered in Ohio

Commercial paper of companies headquartered in Ohio

Real estate in Ohio

Commercial mongages in Ohio properties

Venture capital funds managed by Ohio firms

l o t a l

$ 92,940,473

106,471,677

1B,1Bo,o0o

18,558,237

47,010,950

7 ,725,3O3

22,355,861

$ 313,342,501

Schoo l  Emplgyees  Ret i rem.ent  Sys tem o f  Ah io
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TsN Yrnn lNvesrurNt Ponrnollo Su,uuenv
Yrens Ernrn funr 30

Dollars ( ln Mil l ions)

Short Term Securities Bonds Mortgage Backed Securities Venture Capital

%ot
Market Market
Value Value

Yo Qt Rate
Market Market Of
Value Value Return

Yo Qt Rate
Market Market Of
Value Value Return

% Of Rate
Market Market Of
Value Value Return

Rate
of

Return
1985 $204.5 12.090
1 986 219.8 1 0.6
1987 242.7 10.2
19BB 286.8  1  1 .9
1989 184.4  6 .8
1990 164.0  5 .6
1 9 9 1  1  1 5 . 5  3 . 6
1992 209.8  5 .9
1 993 299.5 7.7
1 994 269.9 6.9

Real Estate

$441,0 26.0% 34.5T"
457.7  22 .1  19 .4
4 7 2 . 8  1 9 . 9  4 . 2
424.2  17 .7  7 .6
542.5 20.1 13.5
5 s 5 . 6  1 8 , 8  8 . 0
664.8 20.6 12.2
736.0  20 .5  15 .5
886.8  22 .8  12 .3

1 ,023.3  26 .1  t3 .5 )

Equities

$305,3  18 .0% 35.5%
3 4 7 . 8  1 6 . 8  1 6 . 5
324.2 13.7 9.0
504.0  21  .0  7 .9
5 9 5 . 5  2 2 j  1 1 . 9
6s6.7  22 .2  9 .8
713.3  22J  12 .2
741.4 20.7 14,3
6 1 5 . 6  1 5 , 8  7 . 8
562.0 14.4 (0.2)

Other*

$ 1 2 . 0  A . 7 %  Q . 3 ) %
14.7  0 .7  0 .0
1 9 . 8  0 . 8  0 . 4
21.8  0 .9  @.6)
26.6  1 .0  17 .1
2 4 . 8  0 . 8  ( 1 1 . 9 )
25.3 0.8 V.4)
29.6 0.8 4.1
29.5 0.8 20.6
22.4 0.6 49.9

Total lnvestment Portfolio

9.5%o
7 . 9
b . 4

7.2
9 .4
B.B
7.5
4 q

2 ?

o/" Ot Rate
Market Market Of
Value Vah.le Return

% Ot Rate
Market Market Of
Value Value Return

Yo Ql Rate
Market Market Of
Value Value Return

Yu Qf Rate
Market Market Of
Value Value Return

1985 $296.9  17 .5% 13.7%
1 986 299.5 14.4 1 1 .B
1987 335.3  14 .2  6 .9
1 9 B B  3 1 3 . 4  1 3 . 0  ( 0 . 5 )
1 9 8 9  3 3 6 . 1  1 2 . 5  4 . 5
1990 362.1  12 .3  2^B
1 9 9 r  3 4 5 . 7  1 0 . 7  1 . 1
1992 289.9 B. i  (5.8)
1 9 9 3  2 7 6 . 9  7 . 1  ( 3 . 9 )
1994 294.8 7.5 7.2

$438.2 2s.8% 24.5To
7 3 2 . 1  3 5 . 3  3 7 . 6
965.2 40.7 23.3
8 3 1  . B  3 4 . 6  V . 1 )
985.0  36 .6  19 .4

1  ,192.2  40 .3  15 .5
1 ,361 .4 42.2 8.7
1 ,570.2  43 .9  1  3 .0
1 ,783.1  45 .8  12 .7
1 , 7 4 2 . 2  4 4 . 5  1 . 3

$1 ,697.9
0 .1% -  2 ,073.5
0 , 5  -  2 , 3 7 2 . 1
0 .9  (11 .0)% 2 ,403.7
0 .9  8 .4  2 ,693,2

?  q q q  4
L t r J J . a

3,226.0
3 ,576.9
3 ,891.4

.  3 ,914.6

100.0% 253%
1 0 0 . 0  2 1  . 3
100.0  12 .7
100.0  0 .9
100.0  12 .9
1 0 0 . 0  1 0 , 3
100.0  9 .7
1 0 0 . 0  1  1  . 0
1  00 .0  9 ,7
1 0 0 . 0  0 . 6

$  l . e
12.1
2 1  . 7
? ?  1

* lncludes returns on convert ible bonds and common stock opt ions used at var ious t imes during the periods.

Schoa l  Employees  Ret i rement  Sys tem o f  Oh io



lNvrsrmrNr SrcTroN
I rrrvtstmrrt PoRrEolro
As OE fuur 30, 1994

Frxrp-lueour Ponrrouo

DESCRIPTION

C*"di"" B""d*
Ontario Hydro
Ontario Province
Ontario Province
Ontario Province
Ontario Province
Quebec Hydro
Quebec Hydro
Quebec Hydro
Quebec Hy{ro ._ _
TOTAL

Assoc iates Corporation
Assoc iates Corporation
Assoc iates Corporation
Associates Corporation
BP America lnc.
Bank One Corporat ion

RATINC COUPON
MATURE

DATE

A.
A.

A.

A+
A+
A+
A+

5.800
5.700
7.37s
7.750
8.000
6.980
7.000
7.Q20
7.37s

03131198
10101t97
a1l27lo3
06104102
10117 t01
02128105
o4l12los
03/23/0s
02101103

11101113
05/15/03
06/01112
1ol15lo3
o2l01lo3
12117102
12123102
02101103
ogl01l02
0111s109
0611s123
09/1 s/98
03101100
11115198
1111s123
11115123
06129102
0410110s
05101102
11101198
10101leB
0Bl1sl02
06115t13
08/01104
07115103
1011s105
06101103
10115123
10127108
aBl01l04
02101t03

$19,805,895
34,740,299
33,566,129
13,814,078
22,A70,216
10,000,000
10,014,232
i  2 ,589,554
10,400,462

$19,280,000
33,682,500
30,832,000
12,928,50A
20,374,600
9,162,500
9,168,700

1 1  ,024,160
9,494,000

Corporate Bonds:
Alltel Corporation
Archer Daniels Midland Co. AA-
Archer Daniels Midland Co. AA-

AA,
AA.
AA-
AA.
AA-
A+

6.500
6 . 2 5 0
8 . 1 2 5
5.750
6.875
7.600
7.650
8.750
7.250
5 " 8 7 5
7  . 1 5 0
7.875
9.250
5.375
7.125
6.730
7.375
6.500
7.750
7.625
7.750
6.700
7 .125
6.875
7.650
5 . 8 7 5
6"500
6.750
5.800
7.250
6.800

$15,000,000
10,000,000
20,000,000
10,000,000
5,000,000

15,000,000
5,000,000

22,000,000'18,000,000

15,000,000
35,000,000
22,000,000
10,000,000
15,000,000
25,000,000
40,000,000
13,000,000
5,000,000
7,000,000

24,000,000
20,000,000
5,000,000

15,000,000
8,000,000

17,000,000
5,000,000

25,000,000
15,000,000
13,000,000
10,000,000
5,000,000

$14,987,968
14,399,239
20,989,736
9,663,892
5,218,479

15,000,000
5,000,000

22,853,753
19,284,722
14,989,168
36,045 ,1 1 1
23,216,919
9,834,472

1 4 ,573 ,7  69
25,773,274
38,2A9,548
13,984,997
5 , 2 1  1  , 5 5 1
7 ,175,430

24,727,183
21 ,132,795

5,297 ,805
15,787,420
8,587,374

i 8,457,800
4,ggg,B50

26,135,199
14,953,64A
13,000,000
9,963,156
5 , 3 5 5 , 0 . 1 3

$ ' 1 2 , 5 1 0 , 1 5 0
9,056,200

19,998,200
8,550,900
4,632,550

14,7 53,550
4,932,150

23,244,760
18,180,000
12,403,054
33,600,000
22,575,080
10,679 304
13,942,350
24,000,000
34,600,000
12,783,290
4,496,950
6,975,570

24,216,240
24,474,000
4,704,250

13,885,500
7,394,880

16,800,080
4,280,900

23,025,250
12,558,300
1 0 , 6 3 1  , 5 3 0
9,563,000
4,692,15Q

Bel lsouth Telecommun ications AAA
Bristol Myers Squibb AAA
Coca-Cola Company AA
Ford Holdings A
J.C. Penney & Company A+
i.C. Penney & Company A+
Johnson & Johnson AAA
Johnson & Johnson AAA
Pennsylvania Power & Light A
Pennsylvania Power & Light A
Pepsico Incorporated A
Pepsico Incorporated A
Shel l  Oi l  Company AAA
South Carol ina Electr ic & Cas A
Union Eiectr ic Company AA-
Union Electric Company AA-
Wal-Mart Stores AA
Wal-Mart Stores AA
Wal-Mart Stores AA
Walt  Disney Company AA-
Wisconsin Electric Power AA+
Wisconsin Publ ic Service AA+

$469,000,000 $480,808,263 $444,130,130

S c h a 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  s f  O h i o

. , ' . ,  , . ,  , l -  ' ,  1 .  .  r  . ' . ' .  '  . . .  .  , l t  ,  
'  . , .  '

,-.il

PAR VATUE
MARKET

BOOK VALUE VALUE

$20,000,000
35,000,000
32,000,000
i 3,000,000
20,000,000
10,000,000
10,000,000
12,000,000
10,000,000

$162,000,000 $167,000,865 $155,951,960

TOTAL



ren

lNvrsrmrur Ponrrouo (Corurtruurp)

Ftxro-lncomr Ponrnouo (CoNrtnuep)

luvrsrmENT SEcnoN

MATURE
DATE

10127199
0510119s
0Bl2sl97
04101198
0811s123
0211s123
02115103
a4fislge
10l1s l9B
0s115/02
oBl1sl01
0s/15/01
02l1sl9B
05l1s19B
05/1s199
0\lls/98

PAR VALUE BOOK VATUE
MARKET
VATUEDESCRIPTION

U.S. Government & AgencY Bonds:
RATING COUPON

FHLMC Cap Debenture
FHLMC Cap Debenture
Federal  Home Loan Bank
Government Loan Trusts
Treasury Bond
Treasury Bond
Treasury Note
Treasury Note
Treasury Note
Treasury Note
Treasury Note
Treasury Note
Treasury Note
Treasury Note
Treasury Note
Treasury Note

TOTAL

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

B,BOO
'11 ,400

9.200
7.750
6.250
7.125
6 .250
/.000
/ . t l )

7.500
7.875
8.000
8 .125
9.000
9 .125
9.250

$20,000,000'10,000,000

13,000,000
6,354,09O

49,000,000
50,000,000
50,000,000
25,000,000
53,000,000
40,000,000
27,000,000
25,000,000
20,000,000
10,000,000
10,000,000
20,0a0,000

$19,812,199
I0 ,050,529
13,294,650
6,345,287

48,598,266
52,354,900
q 1  q ? q  q q ?
J  I  

I J L J I J J '

25,996,645
55,722,070
43,677,863
29,248,512
26,959,559
21,140,477
1 0 , 0 8 5 , 1 5 5
10,213,456
20,437,133

$19,912,40Q
10,465,600
13,938,470
6,486,7Q0

41 ,175,190
46,804,500
46,937,500
25,062,500
53,513,574
40,568,800
28,012,500
26,113,250
20,896,840
10,750,000
10,898,400
21 ,718,800

$428,354,090 $445,866,653 $423,254,980

Mortgage Passthroughs:
FHLMC CMO Series L-5
FHLMC CMO Series M-6
FHLMC CMC Ser ies  D-1979
FHLMC Ser ies  1261- l
FHLMC COLD CBOOO3
FHLMC COLD C9OO41
FHLMC COLD D1-6930
F H L M C  C O L D  D 1 . 9 5 5 3
F H L M C  C O L D  D 2 . 1 6 7 2
FHLMC GOLD D2-6815
FHLMC Ser ies  1166-PF
FHLMC MUL-FAM22OO22
FHLMC MUL-FAM49OO11
FHLMC Ser ies  124
FHLMC Ser ies  1A
FHLMC Ser ies  1C
FHLMC Ser ies  23D
FHLMC Series 2C
FREDDIE MAC PC
FREDDIE MAC PC
FREDDIE MAC PC
FREDDIE MAC PC
FREDDIE MAC PC
FREDDIE MAC PC

AAA
AAA
AAA
AAA
AAA
AAA
AAA

AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA

AAA
AAA
AAA
AAA
AAA
AAA
AAA

7,900
B.BOO
12.450
8.000
8.000
6.500
7.s04
8.000
8.000
7.500
7.900
9.250
10.000
9,250
1 0 . 1  5 0
9.250
9.600
9,450
9.000
9 . 2 5 0
9,500
10.000
1 0 . 5 0 0
1 2 . 0 0 0

05101101
1210111s
09115109
0e11sl20
11101122
11101113
03101122
0s101122
06lo1l22
06101122
10115 /17
06101102
09101197
11115119
04115106
08115113
1 1 11 5117
0511s113
Various
Various
Various
Various
Various
Various

$4,545,633
6,756,829
9,809,800

20,621 ,000
9,957 ,087
5,367 ,203
2 , 9 7 2 , 9 1 8
1 ,889,283
4 , 5 0 5  , 1 1 6
7,018,882
7,676,980

1 1 , 7 6 3 , 1 1 4
3,594,254
6,473,680
3,617,323
1,556,785

1  1 5 , 3 5 4
191,706

4,494,250
2,490,608
3,483,965
6 , 5 6 8 , 1  1 6
6,452,789

850,908

$4,373,463
6,595,344
9,471,286

20,376,211
10,070,267
5,426,505
2,880,514
1,896,331
4,552,9q8
6,968,678
7,678,964

11,627,847
3,595,780
6,443,303
3,617,323
1 ,545,975

114,650
189,940

4,488,552
2,484,432
3,467 ,647
6,562,942
6,441,098

850,912

$ 5 , 3 4 1 , 1  1 9
g,5 i  3 ,505

13,341,328
20,389,014
9,820,177
4,840,519
2,855,845
1 ,863,305
4,443,171
6,742,478
7,729,721

12,729,807
3,949 ,187
6,724,535
3,749,573
1 , 5 7 6 , 7 2 8

115,281
191,825

4,609,154
2,564,529
3,640,744
6  9 q 6  0 ) g

6,991 ,1  45
946,099

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  O h i o



Irlvrsrmrnr SrcnoN

Invrsrtrrnr Ponrrouo (Counuurp)

Frxrp-lNcoiun Ponrrouo (CounNuro)
MATURE

DATE PAR VATUEDESCRIPTION

Mortgage Passthroughs (Continued)
FREDDIE MAC PC
FREDDIE MAC PC
FREDDIE MAC PC
FREDDIE MAC PC
FREDDIE MAC PC
FREDDIE MAC PC
CNMA I
CNMA I
CNMA I
CNMA I
CNMA I
CNMA I
CNMA I
CNMA I
CNMA I
CNMA I
CNMA I
CNMA I
CNMA I
CNMA I
CNMA I
CNMA I
CNMA I
CNMA I I
CNMA I I
CNMA I I
CNMA I I
CNMA I I
CNMA I I
CNMA I I
CNMA II
CNMA I I

TOTAL

FHA/VA MORTCAGES:
FHA

TOTAL

TOTAL FIXED.INCOME

RATINC COUPON

AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA

i  2 .s00
1 3 . 0 0 0
14.000
14.750
1 5 . 0 0 0
16.250
6.500
7.000
7.500
8.000
8.500
9.000
9 . 5 0 0
10.000
1 1 . 0 0 0
1 1  .500
1 2 . 0 0 0
1 2 . 5 0 0
1 3 . 0 0 0
1 3 . 5 0 0
1 4 . 0 0 0
1 5 . 0 0 0
1 6 . 0 0 0
9.000
9.500' r0.000
' 10 .500

1  1 . 0 0 0
1 1  .500
1 2 . 0 0 0
1 2 . 5 0 0
1 3 . 0 0 0

Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
Various
VariouE

Various
Various

$ 356,823
35,345

112,394
536,052
82,936
2 7 , 7 5 7

113,567,966
7 2 , 1 7 9 , 2 5 7
72,045,908
56,877,051
2 0 , 1 7 7 , 1 7 0
3 7 , 5 3 1 , 3 3 5
16,585,070
5,759,511
2,936,247
1,309,971

996,252
742,456
200,482
301,537
112,883
172,961
170,342

12,757,653
1,073,342
5 , 5 7  4 , 4 7  6
)  ) q 6  a 4 4
b t t s J v t .  .  t

297,120
1,034,438

630,534
1,984,267

1 7 7 , 7 2 4

$ 356,823
35,345

112,384
536,052
82,936
27,757

113,452,342
73,442,187
72,321,314
56,640,025
20,083,731
37,438,806
16,560,621
5,692,702
2,936,247
1,309,971

996,402
742,456
200,385
301,537
112,883
1 7 2 , 9 6 2
170,342

1 2 , 7 3 1 , 2 2 9
1,064,265
5,575,716
2,248,603

29s,681
1 ,033,646

630,534
1 , 9 8 3 , 3 3 2

1 7 7 , 7 2 4

$ 407,225
40,691

130,084
620,480
95,998
1 )  ) q 4

106,683,421
69,677 ,355
69,704,416
56,237 ,184
20,400,361
38,800,778
1 7 , 4 6 3 , 1 7 8
6,164,528
3,269,523
1,480,268
1,134,932

B4B,349
? ? ?  q q q

351,291
1 3 0 , 3 6 1
204,959
202,708

13,035,542
1  , 1 1  4 , 5 9 4
5,880,9 70
2,427,775

323,864
1 ,143,054

703,045
2,232,300

2 0 1  , 7 1 7

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

$561,377,377 $560,747,502 $562,000,914

AAA
AAA

Various
Various

$7,6e6
1  6 ,031

$7,696
16,031

$7,398
15,497

$23,727 $23,727 $22,895

fi1,620,7 5 5,1 I 4 $1,65 4,447,01 0 $1,585,360,879

,til

MARKET
BGOK VALUE VALUE

Schoo l  Em,p lqyees  Ret i rement  Sys tem o f  Oh io



Invrsrmrur SrcnoN

I uvrsrnaeNr Pontrolto (CoNrtNuto)

Snonr-Trnm PoRtrolto

DESCRIPTION RATINC cq!!qr.l
Various

MATURE
DATE

MAR.KET
PAR VALUE BOOK VALUE VALUE

Commercial  Paper P-i Various f i  270,667,000 $ 269,913,071 $ 269,913,071

Rml Esrere Ponrnollo

DESCR!PTION

Equitable Hawai ian Propert ies Fund
Equitable Prime Property Fund
L&B SERBO Trust Funo
Morgan Cuaranty Trust Co. of NY
Nationstrank
Phoenix Hclmelife/Casa Grp LLC
Prudent ial  Insurance Sep Aecount I
Prudent ial  Insurance Sep Account l l
Monroevi l le Mal l  Mortgage Loan 8%

TOTA!. REAI ESTATE PORTFOLIO

VeNrune Cnrrrer PoRrnolto

DESCRIPTION

Cardinal Developrnent Fund I
Morgenthaler Venture Paf iners l l
Morgenthaler Venture Partners l l l
P r imus Cap i ta l  Fund
Pr imus Cap i ta l  Fund l l

TOTAL VENTURE CAPITAL PORTFOLIO

TYPE BOOK VATUE MARKET VALUE

Commingled
Commingled
Commingled
Commingled
Commingled
Comrningled
Commingled
Commingled

Commercial Mortgage

$  2 2 , 1 5 2 , 3 0 0
23,832,297

139,711 ,873
29,274,457
16,559,075
13,A32,104
49,405,545
9,683,326

25,713,269

$ 24,535,572
18,642,291

134,382,302
) )  q a 4  4 7 q

11,077,592
12,947,813
37,516,230

7 ,073,185
25,713,269

$329,364,247 $294,832,733

BOOK VAI-UE MARKTT VAI.UE

$  5 3 3 , 1 1 i
5 , 1 1 7  , 1 0 8

11,433,357
523,903

4,748,382

$  5 3 3 , 1  1  1
5 , 1 1 7 , 1 0 8

11,433,357
523,903

4,748,382

$ 22,355,861 $ 22,355,86' l

@ 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  O h i o



luvrsrrttrNr SrcloN

lNvrstrtrNt Ponrrouo

Srocr Ponrnouo

DESCRIPTION

(CoNruurn)

BOOK
SHARES VALUE DESCRIPTION

MARKET
VALUE SHARES

BOOK MARKET
VALUE VATUE

AT&TCONP,
ABBOTT IABORATORIES
ADVANCED MICFO DEVIOES
AEI'NA LIFE & CASUALry CO
AFLAC INC.
AHMANSON(HR&CO
AIfl PBODUCTS & OHEMICALS
AIRTOUCH COMMUNICATIONS INC.
ALBERTO.CULVER CO.
ALBERTSON'S INC.
ALCAN ALUMINIUM LTD,
ALOO STANDARD CORP.
ALEXANDEB & ALL\ANDEB SERVICE
ALLEBGAN INC.
ALLIEDSIGNAL INCORPORATED
ALUMINUM CO OF AMERICA
AUA CORPOBAT|ON
AMDAHL OO8P.
AMEBADA HESS CORP.
AMEBICAN BARRICK RESOURCES
AN/ERICAN BMNDS INC.
AMERICAN CYANAMID CO.
AMEBICAN ELECTRIC POWEB
AMEBICAN EXPBFSS COMPANY
AMERICAN GENERAL CORP.
AMERICAN GREETINGS CORP
AMERICAN HOME PRODUCTS
AMERICAN INTERNATIONAL GROUP
AMERICAN STORES CO.
AMERITECH CORP
AMGEN INC.
AMOOO COBP.
AtVP INC.
AMR CORPOMTION
ANDREW CORPORATION
ANHFUSER.BUSCH COS INC.
APPLF COMPUTER INC.
ARCHEB.DANIELS.MIDLAND CO.
ARMCO INC
ABMSTBONG WORLD INDS. INC.
ASABCO INCORPORATED
ASHLAND OIL INC,
ATIANTIC RICHFIELD CO.
AUTODESK INC.
AUTOMATIC DATA PROCESSING
AVERY DENNISON COBP
AVON PBODUCTS
BAKER HUGHES INC
BALL CORP
BALTIMORE GAS & ELECTRIC
BANC ONE OORP.

721,186 $19,539,495
608,000 12,014,445
40 000 828 080
52,200 2,303,948

140,000 3,858,203
54,600 1,002,885
52,900 748071

205800 2,306,033
1 1,400 51,894

1 1 2,600 1,388,659
100,600 2,062,320
157 510 4,310538
15 000 299,745
30,400 071,759

130,800 2,325,145
39 700 1,689,437
31,800 933460
60,400 680,444
41 ,600 I 31 0,',1 14

127,400 3,799,447
89,700 2,198,746
42,600 1,012,785
87,200 1 873,387

219,200 4,554,7 40
96 300 1,697 956
34,000 015,184

244,200 8,9S0,662
237,537 9,685,494
02600 819,449

245,000 4,023,908
106,1 00 7 ,828,371
220,500 8,082,282
47 ,100 1,729,842
35 100 1 881 480
11,300 398325

200,516 0,571 ,353
53,400 1 832,688

146,704 S79,459
06,600 645088
19,600 375841
18,/00 497,274
?7 ,7A0 1 ,049,415
71,000 4,985,151
10000 473,000
62 400 811,633
29,000 670,795
33,100 1,229,266
03,000 1 ,053,716
5 400 11 1,758

56,400 1,128,715
313,857 9,085,164

$39,214,489
19 372,000
1,000,000
2,916,675
4,725,000
1,030,575
2 241,038
4,862,025

246,525
3,096,500
2 288,650
B 998,1 02

243,750
657,400

4,528,950
2 903,063

747,300
332,200

2,048,800
3,041,675
2 836,763
2 385,600
2,463,400
5,644,400
2,660 2BB
1 020,000

13,858,350
20,574,443
1,533,700
9,340,625
7]21,538

12,563,688
3,249,900
2,084,063

415,275
10,176,187
1,41 5,100
3,429,206

374,625
913,850
525,936
927,950

7,259,750
495,000

3,315 000
841,000

1,948,763
1 29'.i,500

140,400
1,198,500

10,749,602

Schoa l  Employees

BANK OF BOSTON CORP
BANKAMEFICA CORP.
BANKEBS TRUST NEW YORK CORP
BABD (C.8.) rNC.
BARNETT BANK$ INC.
BAUSCH & LOMB INC,
BMIER INTERNATIONAL INC
BFCTON DICKINSON & CO.
BELL ATLANTIC CORP
BELLSOUTH CORP
BEMIS CO
BFNEFICIAL CORPORATION
BEIHLEHEM STEEL COFP.
BEVERLY ENTERPBISES
BIOMFi INCORPORATED
BLACK & DECKER CORP
BLOCKH&RINC.
BLOCKBUSTER ENT. CORP.
BOATMEN'S BANCSHARES
BOEING CO.
BOISE CASCADE COBP.
BORDEN INC.
BOWNE & CO INC.
BBIGGS & STRATTON
BRISTOL N/YERS SQUIBB
BROWN FORMAN CORP. .CL B
BROWN GROUP INC
BROWNING FERRIS INDS
BRUNO'S INC.
BRUNSWICK COBP.
BURLINGTON NORTHERN INC.
BURLINGTON RESOURCES
CAMPBELL SOUP CO.
CAPITAL CITIES/ABC INC
CARDINAL HEALTH INC.
CAROLINA POWER & LIGHT CO
CATERPILLAR INC.
C8S INC.
CENTEX CORP.
CENTRAL & SOUTH WEST COBP
CEBIDIAN CORPOMTION
CHAMPION INTERNATIONAL COBP
CHARIVlING SHOPPES
CHASE MANHATTAN OOBP
CHEIV1ICAL BANKING
CHEVRON CORP.
CHRYSLER CORP.
CHUBB COBP
CIGNA CORP
CINCINNATI MILAOBON INC
CIROUIT CIW STORES INC

47 A00 $1 ,009,053 81,167 ,225
155,824 5,477,378 7,128,948
30,300 1,416 088 2,418,488
26,300 233,938 627,913
43,375 1,335,31 ',] 1,897,056

122,000 3,550,750 4,514,000
123,900 2]47,277 3,252,375
34,800 780,643 1,422,450

195 700 6,444,746 10,959,200
222,650 7,092,588 13,748 638
23,000 91 094 511,750
22,800 699,180 832,?00
44 600 55i,213 830,675
20000 183,100 242,500
55,300 591,075 573,736
32,300 705,053 5s7,175

227 ,200 4,987 0i 1 I 917 600
100 600 2,213,67A 2,603,025
43,300 1,122,80Q 1,363,950

152,425 3,272,492 7,049,056
10,867 503,339 373,182
63,000 1,117 ,754 775,625

225 000 3,042,725 4 608,750
6,400 185,712 428,000

230,280 5,009,586 12,348,765
31,800 824,856 898,350
7,800 240,815 293,475

7s,700 100i,545 2299,388
36 000 531,581 201,000
29,200 380,13/ 642.400
39,800 712,013 2,124,325
60 300 2,743,952 ?,494,913

r 1 2,600 1,032,884 3,870 025
08,000 1,044,968 4,836,500
55,000 1,466,858 2,095,000
70,000 1,011,050 1,618,750
46 400 2336,720 4 640,000
6 990 1,389,375 2,187,870

15,600 214,262 40i 700
81 ,800 1 ,408 514 1,738,250
19,200 217,999 475,200
40,700 1,280,226 1,338,013
48 100 775,940 450,936

282,100 7,379,29A 10,790,325
1 15,500 3,970,165 4,446,750
289,600 7 ,632,267 12,127,000
159,000 4,935,844 7,552 500
89,000 5,227 ,255 0,819 025
29,800 1,5S5 523 ?,175,400
17,700 453,923 309,488

194 000 3,839,090 3,977,000

R e t i r e m e n t  S y s t e m  s f  O h i o



G,. lnvEsrmrNr SrcnoN

I uvrsrrrneut Ponrnolto (Cor,lrr Nuro)

Srocr Ponrnouo (Cor.rrtNueo)

DESERIPTION
800K

SI-iARES VATUE

OISCO SYSTEMS INO
CITICORP
C]-ARK EQUIPN4ENT CO,
CLOROX CO.
COASTAL CORPORATION
COCA.COLA CO
COLGATE-PALI/OLIVE CO
COLUMBIA GAS SYSTEM
COLUN/BIA HCA HEALTHCARE
COMCASTCOR SPL CLASSA
COMMONWEALTH EDISON
COMMUNW PSYCHIATFIC CNTRS.
COMPAQ COMPUTEB CORP
COMPUTER ASSOCIATES INT'1.
COMPUTER SCIENCES COBP.
CONAGRA INC
CONRAIL INCOBPORATED
CONSOLIDATED EDISON OF N Y
CONSOLIDATED FREIGHTWAYS INC,
CONSOLIDATED NATURAL GAS CO
CONTINENTAL CORP
COOPER INDUSTRIES INC
COOPER TIBE & RUBBER CO
COOBS (ADOLPH) CL B
COFESTATES FINANCIAL CORP.
COFNING INC
CPC INTERNATIONAL INC.
CRANI COI/PANY
CRAY RESEABCH INC.
CROWN CORK & SEAL INC.
CSX CORP
CUMIVIINS ENGINE INC
CYPBUS AMM MINERATS CO.
DANA CORP
DATA GENEFAL COFPOBATION
DAYI'ON HUDSON CORP
DEAN V\r|TIER DISC0VER & C0
DEERE & COMPANY
DELTA AIR LINES INC
DELUXE COBP
DEI'ROIT EDISON CO.
DIAL CORPORATION
DIGITAL EQUIPIVlENT
DILLABD DEPT STORES .CL A
DISNEY (WALT) OOIV1PANY
DOMINION RESOURCIS INC
DONNELTTY (B R.) & SONS CO.
DOVER CORP
DOW CHEMICAT
DOW JONES & CO INC

MARKET
VATUE DESCRIPTION

BOOK MARKET
SHARES VATUE VALUE

1 14,400 $3 757 903
175,4QQ 4,643,22Q

0 600 330,066
20,400 537,145
47,900 1,089,541

577 ,400 5 645 210
67,700 1,897,096
25 900 790 391

142,546 4,510,814
99,000 2 301 805
95,S00 2,985,765
19000  580195

1 12,000 2,344,269
73,800 1,124628
21,600 432,216

114,?50 1,897,422
35,S00 1 ,184,503

102,700 1 840038
9 600 282,259

41,300 969,594
29,500 1 29S,210
54 800 1 028 845
37 000 407.000
22,800 278,851

218,600 4,222,640
92,700 9S4,065
06 800 768,31 7
1 3,500 32s 823
12,100 355 495
39,000 752,627
47 ,497 1,486,879
1 5 200 51 7,902
41,250 1 090 388
37 000 523,708
5 600 65,593

30,826 982 900
77,Q76 2,406,049
37,800 2,528,817
25,000 1 798435
37 900 1,?72,633
06,000 1)24,Q25
18,200 603s04
50 700 3 1 36 998
54.900 798,591

?41 00a 1 219 859
i5 300 f , i16081
73.500 1 029,71 I
25,200 86?,547

1 23 000 3,77 4,729
44,550 1,303,550

$2,6/4,100
0,994,075

394 350
1,290,300
1,293,300

23,454,875
3 537,325

699 300
5,345,475
1,792,800
2,181,725

225,625
3,620,000
2 952,000

899 1 00
3,484 625
1,905,525
2,721,550

228,000
1,559,075

457,250
1 972,800

855 625
399,000

5 628,S50
3 024 336
3,223 100

356,063
273,763

1,452,750
3,580 024

059,300
1,227)BB
1,054 500

43,400
2,496,906
2 890 3s0
2,556,225
1 13i ,250

999 61 3
1,033,500

778,050
1 105050
1,6S5,030

10 031 .625
2 /39 038
2,034 625
1 483,650
8041  125
1 381 050

68,900 $1,050,801
50,000 981,802

301,100 6,262,523
9't ,100 1 ,887,433

185 500 I,i00,373
1 14,200 3,524,627
10 500 260,877
38350 1 154586

147 900 4,452,759
33,500 596,718
27 ,100 351 176
45 400 571,244
28 300 402,511
35,000 724,991

224,900 I333,703
44,075 366,027

106,800 1 ,276,303
25,000 414,437

107,100 1 900,601
552 000 13,941 ,529
25,400 1,151,29?
80,900 3 308,099

122 500 4,692,342
17,800 485,584
31,900 770 050
33 000 756,745
34,800 1,700,765
1 3,200 1 17,918
76,300 2 525 056
57,/00 1,714,644
20 300 194,852
14,000 477,670
38 ,000  1539111
16 600 216,281

223000 7 821,189
17,900 311,067
85,500 2,811,552

205,500 7 579 906
05 300 1 216380
26,400 990 409

930,400 20,781,295
73,600 1 ,1 /0,510

324,500 12,658 012
37 600 2,1 00 002
1 0 B2B 355,555
52,500 736,424
41 600 1 218,016
20000 505,882
12,200 295,850
98,980 2,053 617

sl 412,450
989 863

1/,539,075
3 250,825

10,295 250
4,286,913

?40,188
1 831 213
7.117,684
1 ,7 42,000

816,388
488 050
022,000
525,000

12,791,188
1,112,894
3,497 700

359,375
2,650,725

31,320 000
1 898,650
4 894,450

10,228,750
407,175

1,535,188
1,530 375
2,679,600

201,300
3 519,338
2,178,175

38B 236
388,500

1,928,500
898.475

13.157 000
051  113

2 543 025
10,172,250
2,791 575
1 ,079 100

43,329,900
4,020,400

16 300,125
4,093,700

555.324
1 8S6,563
2.490.800

392,500
189 100

6 446,403

DRESSFR INDUSTAIES INC.
DSC OOMMUNICATIONS CORP.
DU PONT (E,I.) DE NEMOURS
DUKE POWER CO
DUN & BRADSTREEI COBP
E SYSTEMS INO.
EASTERN ENTERPBISES
EASTMAN CHEMICAL COIV1PANY
EASTMAN KODAK CO.
IATON COBP
ECHLIN INC.
ECHO BAY IVINES LTD
ECOI.AB INC"
EG&G INC.
EMERSON ELECTFIC OO.
ENGELHARD CORP
ENRON COBP
ENSERCH CORP.
ENTEBGY CORP.
EXXON CORP
FEDERAL EXPRESS CORPORATION
FEDERAL HOME LOAN IVIOBT. COBP
FEDERAL NATIONAL MORT ASSN
FEDEFAL PAPEN BOARD INC
FIRST CHICAGO CORP.
FIRST FIDELW BANCORPORATION
FIRST INTERSTATE BANCORP
FIRST t\/ISSISSIPPI CORP.
FIRST UNION COBP.
FLEIT FINANCIAL GROUP
FLFETWOOD ENTERPRISES
FLEMING COMPANIES INC.
FLUOR CORPORATION
FN/C CORP
FORD MOTOR CO
FOSTER WHEELER CORP
FPL GBOUP INC.
GANNETT CO.
GAP INC.
GENEBAL DYNAMICS COBP,
GENERAL ELECTRIC CO.
GENERAL MILLS INC.
GENERAL MOTOBS CORP
GENERAL BE COBP
GENEBAL SIGNAL CORP
GENUINE PARTS CO
GEOBGIA.PACIFIC COBP
GIANT FOOD 1NC OL A
GIDDINGS & LEWIS INC.
GILLEII'E CO

@ t rooot,r^o,,orr". l S y s t e m  o f  O h i oRet i r :ement



IrxvssrmENT SrcnoN

lNvnsriusrur PoRrrorto (CoNnNutB)

Srocx Porrrouo (CourNuro)

DESCRIPTION
BOOK

SHABES VATUE
MARKET
VALUE DESCRIPTION SFIAR.ES

BOOK MARKET
VALUT VALUE

GOLDEN WE$T FINANCIAL CORP
GOODR|OH (B.F)C0.
GOODYEAE TIBE & RUBBER CO
GRACE (WR.) & C0.
GFAINGER W.W) INC
GBEAT ATLANTIC & PACIFIC TEA CO
GREAT LAKES OHEMICAL COBP.
GREAT WESTEBN FINANCIAL CORP,
GTE CORPOMTION
HALLIBURTON CO
HANDLEMAN CO.
HARCOUBT GENEBAL INC.
HARLANDJOHN H CO.
HARNISCHFEGER INDUSTBIES INO.
HARRIS CORP
HABTMANX COBP.
HASBRO INC.
HEINZ {H.J ) CO.
HELMERICH & PAYNE INC,
HERCULES INC.
HERSHEY FOODS CORP.
HFWLETT-PACKARD CO.
HILTON HOTELS COBP
HOME DEPOT INCORPORATED
HOMESTAKE MINING
HONEWILL INC
HOUSEHOLD INTEBNATIONAL INC.
HOUSTON INDUSTRIES INC
HUBBELL (HABVEY) -CL B
ILLINOIS TOOL WORKS
INCO LTD.
INGERSOLL.MND COMPANY
INLAND STEEL INDUSTRIES INC,
INTEL CORPOBATION
INTERGRAPH CORP
INTERPUBLIC GROUP CI]S. INC.
INTL BUSINESS N/ACHINES CORP
INTL FLAVORS & FRAGRANCES
INTL PAPER CO
IN CORP
JAMES RIVER CORP
JEFFERSON,PILOT CORP
JOHNSON & JOHNSON
JOHNSON CONIROLS
JOSTENS INC
K MAFT COBP
KAUFMAN & BROAD HOME CORP
KELTOGG CO
KFRR |\/CGEF CORP
KEYCORP
KIMBEBLY-CI-ARK CORP
KING WOFLD PFODUCTIONS INC

28,700 $ 772,547
11,200 369 128
68,366 985 443
37,800 833 193
24,000 395,712
10000 593,930

125,200 8,200,990
50 000 I ,001,850

424,700 I 051,349
51,400 ?,115,443
15 800 168,852
36.461 701,848
16,800 365,955
13,500 24ffi43
18,300 493 1 30
12 300 277 ,800
41,950 521,214

275,900 6,671,752
12,700 400,290
18 500 472,673
42 900 576,246

203,700 1 1,807 323
18,800 1,745,494

201,200 3 919,291
61,600 790,552
64,000 993,004
43,700 1,355.485
58,200 1,957,985
65,000 2,045,631
48,400 643,904
47 000 s67,8?7
40 000 883,440
14 700 425,008

187,700 4,017,358
2i ,500 416,993
25,700 747,348

257,100 ?4,779,463
54 300 981 623
56,r 00 1 ,644,884
52,500 2 030840
35,800 1,007,321

r 07,000 3 586,070
285,800 4,607,942
1 18 400 4,754,77 4
18 600 529,37 4

1 86 500 2,7 47 .891
12 300 2 i1,523

r 01,500 1,586 976
23,200 1.178 952
94 200 2,982 304
i2,300 1,052 203
1 5 200 570 485

KNIGHT-BIDDER INC.
KROGER CO.
LEGOETT & PLATT INC.
LILLY (ELD & CO.
LIMITED INC
LINCOLN NATIONAL CORP.
tIZ CLAIBORNE INC.
LOCKHEED CORP.
LONGS DRUG STOBES CORP
LORAL CORP
LOTUS DEVELOPMENT CORP
LOUISIANA LAND & EXPLORAiION
LOUISIANA PACIFIC COBP.
LOWE'S COS
LUBBIZOL CORP
LUBY'S CAFETEBIAS INC.
M/A.CO[/ INC
MALLINCKBODT GROUP INC.
MANOR CARE INC
MABRION INTERNATIONAL INC
MARSH & MCLENNAN CO,
lvlARTlN MARIETTA COBP,
I/ASCO CORP
MANEL NC
MAXUS TNERGY CORPORATION
MAY DEPABTMENT STOBES CO.
MAYTAG COBP
MBNA COBPORATION
MCCAW CELLULAR CLASS A
MCDERMOTT INTL INC.
MCDONALD'S COFP.
MCDONNELL DOUGLAS CORP
I/CGBAW-HILL INC.
N/CI COMMUNICATIONS CORP
NiOKESSON CORP
MEAD CORP
MEDTRONIC INC.
MELLON BANK SECURITIES
|\/ELVILLE CORP
N/ERCANIILE STOBES CO. INC.
lvlERCK & COMPANY, lNO.
IV]EFEDITH CORP
IilERFILL LYNCH & CO. INC.
MICROSOR- CORPORATION
MILLIPORE COBP
MINNESOTA MINING & NdFG CO,
MOBIL CONP
MONSANTO CO
MOORE LTD
MORGAN(JP)&CO
lvl0FRlSON KNIU0SEN C0RP
MOBTON INTEBNATIONAL INC

21 ,500 $ 714,007
45 300 841,53ri

130 000 1 ,616,402
234,400 12,086,317
476,400 8,417,549
42,2Q0 850,297

2e0,700 0,742,894
26,000 1,149,278
9,000 333,743

35,000 500,852
20,000 455,567
14,300 401 ,850
5?,298 361,370
70,000 482 185

218,000 6,455,257
16 875 252,240
32,?00 671,975
34,500 468,797
15,000 1 67,800
49,800 794,306
33,200 2,472,495
45,400 868 938

272,700 6 766,984
77,515 1,201,050
69.S00 565,862

109 230 1,272,176
48,100 993,478
60,900 814,173
95,100 4,851 B0B
21,600 611 869

51 6 800 6 459 925
18 200 1 ,47 4,617
21,600 1 162 590

242,50Q 3 593,040
i 8,000 627 ,615
28,400 614,556
25.400 5sB.B15
28.1 00 1 ,510,101

I92,300 6.712,512
10,250 275,020

559,100 9,335,592
0 500 230 601

93 200 1 s52,566
24S 500 13 504 610
12,000 405 648

268,200 8.297,756
1 77,600 7 430 076
53 300 1,243 35 r
42 500 884,228
80 800 2 599 960
12,900 253885
21.600 889 76r

$ 1,108,536
487,200

2,441.176
1,507 ,275
1,533,000

21 5 000
0,992,950

91 B /50
1 3,1 05 700
1,741 ,1 75

1 59 975
1,280 693

305 400
203,250
807.488
75,338

1,242,769
8794313

336,550
1,979,500
1 800,786

15,328,425
996,400

8,475,550
1.155,000
1,984,000
1.485 800
1,898 7/5
3,60/ 500
1,887 600
i  100250
1,405,000

512,663
10,980 450

209,625
/96 700

15104025
2,124,488
3 /16,625
4 285,313

608,600
5,216,250

12,253,675
5.727,600

299 925
2,890 /50

104 ,513
5519003
1 093 300
3 002 623
3,822 863

000 1 00

$ i,099 188
1,053,22s
4,875 000

13 331,500
8,217,900
1,788,2?5
5,814 000
1,099 /50

321,750
1,225 000

735 000
007 750

1 595 089
2,392,500
7 400,500

379,088
257,600

1,121,250
3/0,875

1,325,925
2,708 050
2,003,275
7,A99,2s0
1,966 943
340 703

4,287,276
889 850

1,505 250
4,921,425

540,000
14,922,600
2,129,400
1,436,400
5,365 313
1,298 250
1 253 150
2 0 3 5 1 / 5
1 580,025
7,451,625

329,?81
1 0.633 225

276,250
3 262,000

12 BB0,43B
633,000

1 3 309,425
14.474,400
4 030,813

71 7,186
5 381 000

277,350
1 684 800

S c h a o l  E m p l o y e e sR e t i r e m e n t  S y s t e m  o f  O h i o



I Nvsstrutnt Ponrolto (Cor*rrNu ro)

Sroex Ponrrorto (CoNrlNurP)

lnvrsrmENT SEcnoN

BOOK
sHAREs VATUEDESCRIPTION

MARKET
VATUE DESCRIPTION 5HARF5

BOOK MARKET
VATUE VATUE

MOTOROI-A INC
NACOO INDUSTBIES .CLA

NALCO CHEMICAL COMPANY
NATIONAL Cfi CORP.
NATIONAL EDUCATION CORP
NATIONAL INTEBGNOUP INC.
NATIONAL MEDICAL ENTERPRISE
NATIONAL SEMIOONDUCTOR CORP
NATIONAL SEBVICE INDUSTRIES
NATIONSBANK CORP
NAVIS IAR INTERNATIONAL CORP
NBD BANCORP INC.
NEW YORK TIMES CO .CL A
NEWELL COMPANIES
NEWMONT [/INING OORP
NIAGABA I/OHAWK POWEN
NICOR INC.
NIKE INC -CL B
NORAM ENEBGY COBP
NOBDSTROM INC.
NORFOLK SOUTHEFN CORP
NOBIFiERN STATES POWEB CO
NORTHERN IELECONiM. LID
NORTHROP GRUMMAN COBP
NORWEST CORP.
NOVELL INC
NUCOR CORP
NYNEX CORP.
OCCIDENTAL PETROLEUM CORP
OGDEN CORP.
OHIO EDISON CO
ONEOK INC.
ORACLE SYSTEMS
ORYX ENEBGY CO
0UTBOARD \ilARlNE C0RP.
OWENS CORNING FIBEBGLAS
PACOAR INC
PACIFIC ENTEBPRISES
PACIFIC GAS & ELECTRIC
PACIFIC TELESIS GFOUP
PAOIFICORP
PALL CORP
PANHANDLE EASTEBN CORP
PARKEE,HANNIFIN COBP
PECO ENERGY COMPANY
PENNEY (J C.) CO
PINNZOIL CO
PEOPLES ENEBGY CORP
PEP BOYS , MANNY MOE & JACK
PEPSiCO INC.
F.ERKIN ELIVER COBP

247,200 $ 1,940,348
0,000 105 546

32,000 820,730
270,000 5,042 055
15,000 88860
9,300 114,716

76,700 1,098,543
46 900 432,961
11 000 264,172

122,140 5,382,436
31 400 880,807
05 325 1 ,076,135
47,000 1,144,87 4

239 000 9,161,669
39,439 27,794
63,800 1 246 083
17,?00 377,761
34,200 1.040j17
37 000 850 889
37 000 1,399,500
61 700 1,354,012
29 100 1,033,467

113,000 3201 BB0
u,4a0 932 309

1 26,100 1 ,443,/50
140,900 3,8s7,085
41 ,200 293,193

183 600 5,137,846
136 500 3,081 ,96i
19 200 443,184
08 500 1 304,355
10,400 ?67 ,401

128,900 1 395931
43,500 1,239/32
10,200 229,052
18 800 360 829
18 400 683 200
35,700 1 159,060

194 900 3.541 ,022
188,400 2.947 ,829
117,200 2,410,776
47,999 452 008
44800  1  018129
18 900 479,020

100 300 2,383,i 93
103 200 1,427,606
22.000 938,573
1 0,500 279 91 3
28,300 625 91 1

35i 900 4.084 299
19,500 476,956

$1 1 031 300
322,500

1 020,000
7 391,250

84,375
162,750

1 ,198,438
809,025
286,000

6,274943
419,975

2,005 903
1,122,125

1 1 081 500
1,587,420

964,975
453,650

?,043,450
217,375

1,572 500
3 887 100
1 193 100
3 138,200

794,4/5
3 294,363
2,300 075
2,822,200
6,953 850
2,570 436

4?2,400
1,224,438

280,850
4,833,750

652,500
204,000
58/ 500
851,000
709,536

4 628 875
5 i93 300
1,977,750

719,985
884,800
805,613

2.632,875
s,5sB 600
1,1 27 500

385,688
902,063

10,960,688
575 250

47,600 $ 732,456
140,100 3,384 335
31 600 1,099 056

499,800 17,003,794
117,400 2,194,076
239.300 4,011,534
100,000 2,571 ,875
230,200 3,004 646
19,000 270600

107,800 2,660,075
109,200 2,554,1 1 0
20,000 459,070
14 600 409,507
94 000 1,098,912
01 300 089,015
15 000 469,'163
90 995 2,015,092

456,046 12,277,077
45,300 754,047
48,200 582 651
24 500 430,771

1 10 200 2,420,075
17,4Q0 278,798
30 000 1,232,883

205 000 4,221,0s2
45,600 914,4s3
15,000 560 450
60,300 1,407,1s1

130,700 3,675,721
26 900 1,474,841
39 700 501,352

103 100 5 877,508
98300 1 910,652
32,500 702,273
28 200 332,196
38,500 473,678

238300 25 149,673
200 000 2,204.361
68 800 1,129,378

178.300 3,694 31 7
10,400 97 500
33 300 642,293

1 50 000 4,723,362
21,000 400.945
51,000 2,223,849
46,370 701 ,47 4
84,085 1,006 037

457 .700 0,1S0 439
202,800 3,031 B4B
80 600 1 809 060

109,300 0 905.305

PET INC.
PFIZER INC.
PHELPS DODGE CORPORATION
PHILIP |\4OBRIS COS, INC,
PHILLIPS PEI'ROLEUM CO,
PIONEEB HI.BRED INT L
PIONEER STANDARD ELECTRONICS
PITNEY.BOWES INC
PINSTON SERVICES GROUP
PLACER DOME INC.
PNC BANK COBPORATION
OPOLAFOID CORP
POTIATCH CORP.
PPG INDUSTRIES INC
PRMAIF INC.
PREI/ARK INTERNATIONAL INC.
PRICVCOSTCO INC
PROCTEB & GAMBLE CO.
PROMUS COIVPANIES INC
PROVIDIAN CORP
PSI RESOURCES INC
PUBLIC SEBVICE ENTBPBISE
PULTE CORPOBATION
QUAKER OATS CO.
QUESTAB CORP
RALSTON BALSTON PURINA GROUP
RAYCHEM COBP
RAYI'HEON CO
REFBOK INTEBNATIONAL LTD
REYNOLDS METALS CO
RITE AID CORP
BOADWAY SERVICES INC
BOCKWELL INT'1, COBP
ROHlvl& HMS C0
ROLLINS ENVIRONNi ENTAL SIRV
BOWAN COS. INC
ROYAL DUTCH PETROLEUM CO.
RPM INC.
RUBBEBMAID INC
RUSSELL COBP
RYAN'S FAN/ILY STEAK HOUSES INC
RYDEB SYSTEM INC
SAFEOO CORP
SAFEIY KLEEN CORP
SALOMON INC
SANTA FE TNERGY RESOURCFS
SANTA FE PACIFIC COFP
SARA LEE CORP
SCECORP
SCHEBING-PLOUGH
SCHLUMBEBGER LTD

$ 886 550
8,843,813
1,801,200

25 739,700
3 668,/50
7,837,075
2 500,000
8,770,375

517,750
2,317,7Q0
3,1 53 1 50

637 500
562 1 00

3,547,500
1 195350
1.1 28 750
1 448 803

24.373,480
1 342,013
1 458,050

517,563
2,805,200

400,200
2 0s2,500
6 630,873
1,590,300

540,000
3,904 425
4083915
1,291,200

803,925
6 495 300
3 073 963
?,0?3,125

137,475
330 875

24,902 350
3 400 000
1 806,000
5 192,988

75,400
836 665

I343,750
35i,000

2 435,250
434,719

1.746,626
9,i26,125
2.61 1 050
5,304,250
0,162 363

SchooI  Emp[oyees Ret i remen. t  Sys tem o f  Oh io



INvrsrrurNr SrcnoN

I ruvssrmrNr Ponrrouo (CounNurn)

Srocr Ponrnolto (CoNnnuro)

DESCRIPT!ON
BOGK

SI.{ARSs VAI.Ufi
MARKET
VALTJE DESCR!PTION SI-IARE5

BOOK MARKET
VAIUI VAI.UE

SCHULMAN A INC
SCIENTIFIO ATI-ANTA INC.
sbon paprR co
SCOTTS COMPANY CL-A
SEAGRAM LTD
SEABS ROEBUCK & CO
SERVICECORP INTERNAJ1ONAL
SHARED MEDICAL SYSTEI/S CORP
SHAWMUT MTIONAL OOBP
SHERWIN.WILLIAMS CO.
SHONFYS INC
SKYLiNE CORP
SMIIHS FOOD & DRUG CTBS
SNAP-ON INC
SONAT IIJC.
SONOCO PRODUCTS CO
SOUTHERN CO.
SOUTHWESTEBNl BELL CORP
SPRINGS INDUSTRIES .CL A
SPRINT CORPORATION
SPX CORP
ST JUDE I!4EDICAL INCORPORAJED
ST PAUL COS
STANHOME INC
STANLEY \^/ORKS
STONE CONTAINER
STRIDE BITE COFPORAT}ON
SUN CO. INC.
SUN MICROSYSTEIMS IIIO
SUNTBUST BANKS INC
SUPER VALU INC.
SYSCO CORP
TANDEM COMPUTEBS
TANDY CORP
TEKTRONIX li'lC
TELE COMtvlultllCATlOhls lhlC
TELEDYNE IN]C
TEIvIPLE lNLAllD INC
TENNFCO II'I'
TEMCO INCOBPORAJED
TE/,AS INSIFUMENTS INC
TEY,AS UTILITIFS CO
TEX'I'RON INC
THON/AS & BETTS CORP
TllvlE WABNEF INC
Tll/ES MIRB0R C0
TIMKEN CO
TJX COMPANIES INC
TORCi]MARK COFP
TOYS R US
TRANSAMERICA CORP
IRAVELEqS ]NC

.r50,250 $ 3,508,681
10,800 103,944
33 200 013,219

150 000 2,524,765
'105 400 4 741 ,033
155 90C 4,972,502
35 500 710,073
i6 200 501 088
46,J00 1 015 030
42,444 398 899
24 000 268,060
8,200 123,s64

100,000 2 088 000
19 000 377 033
4Lj, i 00 6s9,384

I70,000 2,s56 887
2BB 900 3 390 i24
26-q 000 1,7 47 ,094

0 200 I41,928
152,30C 4,39S,040

i 500 202491
i 1,00c 376 600
40,400 t10.281

1 10.000 2 362 :136
23,150 462,791
40.332 726,2,14
23,000 421324
48 900 1.,i89,003
40 400 r,135,9E4
56 000 1 ,1 92,51E
25,900 502.667
81 500 r ,1 1 8,91 5
40 000 5c3 1 52
2877 4 93i,71 6
i 6 2f0 38r. r 30

2A1700 3,41J7,1 19
25,000 482,000
26 000 84C,428
7:jTAg :J,044,42E

1 16,300 7,275.085
42,AQ0 I 460,885

102.300 3 390,806
39 000 1 ,071 25e,
?.6A4 3ffi,71i

169 C80 2,841 .4"i9
59.4C0 1 490,7,+C
8 400 1 /9 45i

33,000 76?,791
32?00 1 1n2 805

n3,7Al) 3,706,771
34,;00 1,126.40C

i42,494 4 653,E38

$ 4 042,969
581,7Q0

1,734,700
2,475,000
5,003,350
7,183 200

91  4  125
388,800

1,012 000
1.335 600

306 000
1 51 700

1,887 500
730 1 00

1 233 075
3 485 000
5 4',r6 B/5

1 ' . l ,201,500
185,225

5,311,403
1 1 0 2 5 0
357 500

1,621 050
3,630,000

931, /80
589,856
29S,000

1 ,314 ,185
833 250

2 709 000
783,4i5

1 843 938
450,000
992 70-?
457,650

4 10S636
400.000

1 238,250
3 4 r B 2 s 5
7,021 ,6'1'j
3 339 000
3  196875
2,07 4,050

590 400
6 002 340
1,789375

275 1 00
i'21,875

1 255,80C
4,378.675

. 1 308,735
4 593.303

$ 1,170,495
275,019

1 ,300,135
992 1 54

4,664 978
3,037 500
2032140
2 355 078
B 237,753

802,051
80i,680

1,497 155
2,226,481
1,2/0 583
2,988,4 t6
2,118,714
1,733,?2?
1,528,709
'r 700 552

830 701
r ,308 0r 5
850 640
31/ .05S

1,?12,743
3,280,244

896,1 s0
563,328
610,570

3,000,584
4,256,212

719.443
3,764,785
1 ,283,i 66
6,513,7 r  4
1 BBO,B12

63i,446
3B/,340

2,504,150
559, r 82

2,284,r47
834,286
581,242
792,7?0
91 B 540

9 1 7 5 5 6 2
1.922,005

302 380
208 r 04

2 480 733
38?,778
307,930
1 18,870

$ 1 570,200
439,738

1,896,300
871,625

8,201,938
2 397,000

72?,713
1 397,000
z 233,850
I 157,063
1 800,300
1,321,525
5,1 58 535

6/0 625
2,937 035
3,700 800
3,099 859
1 ,194 825
2 213,500
1 110,035

182,325
469 1 75
408 250

2,582,300
2 151,050
1 ,081,965

538,350
1 509,1 23
2 600,313

24,778,650
2,022,450
4 800,000
3,986 400
0,56/,500
3 6 8 4 1 8 8

7?2,250
867,347

1 ,061 213
1 ,01 5,519
3 764 000
1 704,000

691,300
1 362,550
1 474 900

12,372,850
984,250
707,625

2,455,/50
4,330,288

218,925
1 31 250
141 ,75Q

TBIBUNE CO ?9;600
TRINOVA COFP 12,700
TBW lNC. 29,400
TYCO INTERNATIONAL LTD, 19 OOO
U S WEST INC 197 3OO
U S HEALTHCARE INC 64 BOO
U S SURGICAL CORP 32 3OO
UAL COFP 

']1 OOO
UNILEVERNV 71BOO
UNION CAMP CORP, 25 5OO
UNION CARBIDE CORP 70 2(]O
UI'IION ELECTRIC CO 41 EOO
Ul'liON PACIFIC CORP 91 ,100
UNISYS CORP 72 5OO
UNITED HEALTHCARE CORP 65 'Ii)O

UI\]ITED TECHNOLOGIES CORP 57 600
UNOCAL CORP lOB 292
UNUM CORPOBATION 26 7OCl
UPJOHN CON/PANY 76,000
US BANCOBP 42,900
USAIR GfiOUP 28 OOO
USF&G CORP 38 3OO
USLIFE CORP 1 '],500

usT lf.rc 95,200
USX MABATHON GROUP 128600
USX U.S. STEEL GROUP INC 31 940
VARNY CORP 14,EO(J
vF C0RP 31,7.71
WACHOVIA COBP 78 5OO
WAL-IvIARTSTOBES 1021800
WALGFEEN CO 55.600
VVALLACE COIvIPUTEB SEFVICES 150 000
WARNIR.LAMBERT CO 60 4OO
WASI-llNGi0Nl POST COlvlPAi'lY CL-B 28,400
WELLS FAROO 24 5OO
WENDY'S il'lTERi\All0NAL |NC 46,224
U/ESTEBN ATLAS INC, 18,212
WESTINCJI]OUSE ELECTBIC CORP 142,900
WESTVACO COBP 33,025
WEYERHAIUSEF CO 94.]OO
\A/HIBLPOOL COFP 33,(]OO
\|/HITMAN CORPORATION 44,OOO
WILLIAIVJS COS INC. 47 600
WINN-DIXII STORES INC 34 3OO
'f/l'ix TECHNOL0GIES INC 466.900
$/OOLWORTH CORP 02 OOO
WORTHINGTON INDUSTFIES 38,250
Y/RIGIEY WM ) JR C0 51,700
xEROx [cnP 44,301
YELLOW CORPORATION 12,OOO
ZENITH ELECTRONICS CORP 1 5.OOO
zuRfl INDUSTRIES thtG 7,000

T0T4. sT0cK PqilIq!lq__4{t,31 e,265 q1 1140,791,377 !ll42J 00,04e
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A. Purpose.

The purpose of this Statement of lnvestment Policy is to

define the Retirement Board's investment philosophy

and objectives for the School Employees Retirement
System of Ohio. This statement sets forth policies and
describres the organizat ion and divis ion of responsibi l i -
t ies to prudent ly implement the Boarcl 's phi losophy and

obiect ives in accordance with Sect ion 3309.15 of the

Ohio Revised Code, lt also establishes the framework
and specific objectives to monitor investment perfor-
mance and promote effective communication between
the Board and the Investment Staff and Investment
Managers.

The contents of this Statement of Investment Policy and
the associated Cuidel ines and Object ives are subject to

change at any t ime by the Board. The Statement wi l l  be
reviewed and revised periodical ly to assure that i t  con-

tinues to reflect the attitudes, expectations and objec-
tives of the Board.

B. Background.

The Schoot Employees Retirement System of Ohio was

established by the state legislature to provide retirement
and disabi l i ty benef i ts for al l  non-cert i f icated persons

employed by the state's school distr icts.  This purpose is

sustained by the member and employer contr ibrut ions
and returns realized from investment of those contribu-
t ions .

The System is governed by a seven member kroard,
including the Ohio Attorney Ceneral  and State Auditor,
with responsibi l i ty for the investment funct ion as set
forth in the Ohio Revised Code' In addit ion to the
investment funct ion, the Ohio Revised Code also sets
forth the i iduciary responsibi l i ry of the Board and of

other f iduciar ies in discharging their  dut ies with respect

to the fund. This Statement of lnvestment Pol icy incor-

porates and is subiect to al l  restr ict ions, guidel ines and

obl igat ions set forth by the Ohio Revised Code'

C. lnvestment PhilosoPhY'

1 .  R isk  Pos ture .

The Board real izes that i ts pr imary object ive is to

assure that the Plan meet its responsibilities for pro-

viding 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 primary objective'

2.  Return.

The Board believes, however, that overthe longterm

there exists a relationship between the level of
investment risk taken and rate of investment return

realized. The Board feels that assumption of a mod-

erate level of risk associated with investments is rea-

sonable and just i f ied in order to enhance potent ial

long-term investment results.

3. Diversi f icat ion.

The Board seeks diversification by asset class and by

investment approach and individual investments

within asset classes to reduce overall portfolio risk.

4. Liquidi ty Requirements"

The System anticipates po'itive cash flow over the

near-term and intermed:ate-term. Liquidity, for the

purpose of immediate a,td intermediate-term benefit
payments, is therefore not a major consideration in

the investment of funds for the foreseeable future'

D. Investment Obiectives.

ln defining investment objectives the Board seeks to

enhance the investment returns of the fund in order to

permit  higher benef i ts and to achieve lower costs '

Therefore, i t  adopts the fol lowing general  investment

ob ject ives:

i . Performance Objectives'

a. Maximize Total  Return on Assets: Recognizing
that the 5ystem's obl igat ions wi l l  increase as a

result  of  inf lat ion, to maximize the total  return

on assets available for the provision of lrenefits

whi le operat ing in accordance with appl icable
regulatory restr ict ions and within prudent para-

meters of risk.

R e t i r e n e n t  S y s t e n l  o f  O h i o
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b. Preservation of Principal: To protect the System
from severe depreciation in asset value during
adverse market conditions. This objective shall
be attained by broad diversification of assets
and careful review of risks.

c. Competitive Results: To achieve investment
results competitive with those of the broad mar-
ket and of s imi lar funds, Long{erm results shal l
be emphasized.

2 .  R isk .

a. Stabi l i ty:  Whi le the Board seeks higher
long-term investment results, it also seeks to
avoid major fluctuations in year-to-year results.

b. Risk Level:  The Board seeks to maintain a rea-
sonable degree of total portfolio risk, defined as
that which would be experienced by simi lar
retirement systems.

3. Other Object ives.

a. Ohio lnvestments: Where investment charac-
ter ist ics,  including return, r isk and l iquidi ty,  are
equivalent,  the Board wi l l  g ive careful  consider-
at ion to investments which wi l l  have a posit ive
impact on the economy of Ohio.

E. lmplementation Approach.

ln order to monitor and control the activitres within the
investment function, the Board has reserved certain
responsibi l i t ies for i tsel f .  l t  has also delegated certain
responsibi l i t ies to the Investment Staff ,  to organizat ions
serving as Investment Managers and, from t ime to t ime,
to other consuitants or advisors. These are enumerated
in Sect ion F, lnvestment Organizat ion and
Responsibi l i t ies.

ln ful f i l l ing i ts f iduciary dut ies, the Ret irement Board
employs a competent and qual i f ied Investment Staff  for
the rnanagement of the major portion of portfolio assets,
In those areas where special ized expert ise is requirecl ,
the Ret irement Board employs the services of outside
Investment Managers. Criteria to bre used in the selec-
t ion of such Investment Managers are also enumerated

lNvrsrnnENT SEcnoN

in Sect ion F^

The Board has also established a reporting process for
regular and timely review and evaluation of investment
results. This is described in Section C, Review ano
Evaluat ion. Final ly,  the Board has adopted lnvestment
Cuidelines and Obiectives for each asset class and each
investment management accountabi l i ty uni t  within
those asset classes. These guidelines also specify
long-term target ratios for asset allocation, as well as
permissible ranges related to those target allocations.
These guidel ines and object ives are regular ly evaluated
and updated basecl on market conditions, investment
results and the recommendatiorrs of the Investment
Staff, Investment Managers and other consultants or
advisors.

F. Investment Organization and Responsibilities.

1 .  Responsibi l i t ies of the Ret irement Board.

The Retirement Board recognizes i ts responsibi l i ty to
ensure that the assets of the Plan are managed effec-
t ively and prudent ly,  in ful l  compl iance with al l
appl icable laws, and for the exclusive benef i t  of  par-
t ic ipants and benef ic iar ies. The Board bel ieves i t
can best manage those responsibi l i t ies by delegat ing
certain specific duties to others, as described below.
ln addit ion, the Board may designate certain of i ts
members to act as an Investment Committee or a
Subcommittee from time to time, and may delegate
certai  n decision-maki ng or fact- f ind ing responsibi  I  i -
ties to that committee or subcommittee.

Specif ic responsrbi l i t ies of the Ret irement Board or
its lnvestment Committee or Subcommittee are as
fol lows:

a. Ensure that al l  f iduciar ies comply with the Ohio
Revised Code and any other appl icable regula-
t ions and legislat ion.

b. Establ ish investment pol ic ies, guidel ines and
obiectives for the assets o{ the Plan and com-
municate them to the Investment Staff and
Investment Managers.

c.  Appoint and discharge those with responsibi l i ty
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for managing the Plan's assets, including
lnvestment Managers, consultants and any otli-
ers involved.

d. Request, receive and review reports from the
lnveslment StaiT and Investment Managers.

2. Responsibi l i t ies of the Investment Stai f .

The lnvestment Staff, headed by the Executive
Director and the Director oi  Investments, shal l
accept the fol lowing responsibi l i t ies. The Execut ive
Director shal l :

a. Obtain necessary repons on the investment
results of the Plan's assets on a t i rnely basis as
specif ied in Sect ion C, Review ancl Evaluat ion.

b. Retain any consultants or advisors deerned nec-
essary or desirable ior assistance in the lnvest-
ment of Plan assets, and t ,or meeting his respon-
s ib i l i t i es .

c.  Oversee the investment funct ion.

The Director of Investtnents shal l  accept the fol lowing
respons ib i l i t i es :

a. Administer the pol ic ies, guidel ines and objec-
tives adopted by the Retirement Board of the
School Employees Reti tement System of Ohio
irr  compl iance with the reievant sect ions of the
Ohio Revised Code.

b. lnform and communicate to other Plan f iducia-
r ies, including al l  Investment Managers, the
requirements of the Ohio Revised Code and the
pol ic ies, guidel ines and object ives adopted by
the Rel i rement Board, and monitor their  com-
p l iance.

c^ Prepare annual ly an Annuai Plan for the invest-
ment oi  the Plan's assets wit l r  recognit ion of the
target asset mix rat ios and lhe perrnissible
ranges for asset al locat ion establ ished by the
Board.

d^ lmplement the Annual Plan, exercising the
judgments allowed by the Board as to the asset
al locat ion ranges for that year.

e. Report to the Board or its Investment Committee
any intra-year changes in the Annual Plan, in
the asset al locat ior i  among managers, or pro-
posed changes in t l re poi icy, guidel ines or
objectives which the lnvestment Staff deems
desirable or which are recommended by an
lnvestment Manager or other consultants or
advisc.rs.

f. Oversee the activities of the Investment Staff.

3.  Responsibi l i t ies of the Investment Managers.

Each Investnrent Manager,  including Investment Staff
with respeci to internal ly managed assets, shal l
accept the fol lowing responsibi l i t ies for the specif ied
investment management accountabi l i ty uni t  which i t
manages.

a. Manage lhe assets within i ts control  in compl i-
ance wi i l r  the relevant sect ions of the Ohio
Revised Code and with the pol ic ies, guidel ines
and objectives adopted by the Retirement
Boarcl.

b,  Exercise invesinrent discret ion within the guide-
l ines and object ives specif ied, including deci-
sions to blry,  hold or sel l  securi t ies based on the
manager's culrent investment strategy and out-
look and compatible with such object ives.

c. lnioi-m the Retirement Board or the lnvestment
Cornmit iee of any substant ial  changes in invest-
ment strategy, portfolio structure, value of
assets, and of any organizat ional changes,
inclucl ing t l rai  of  ownership, at f i l iat ion, organi-
zat ional structLlre, f inanciai  condit ion, or
changes in professional personnel staff ing the
investrrent manaBement organ izat ion.
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d. Prepare reports for the Board or lnvestment
Committee prior to any scheduled meetings but at
least on a quarterly basis.

e. Recommend to the Board or Investment
Committee any changes in pol icy, guidel ines or
otr.jectives which the Investment Manager
bel ieves to be desirable.

4. Cri ter ia For Investment Managers

In instances where the Retirement Board has deter-
mined it is desirable to employ the services of an out-
side Investment Manager,  the fol lowing cr i ter ia shal l
be used in the select ion of such f i rms:

a. Organizat ional Qual i f icat ions: To be selected,
the organizat ion shal l  be qual i f ied to serve as a
fiduciary to the System, shall compty with all
appl icable nondiscr iminat ion and aff i rmative
act ion requirements, shal l  adequately address
potent ial  conf l icts of interest and shal l  have a his-
tory of professional ism and ethical  performance.

b.Investment Approach: The approach ut i l ized by
the organizat ion shal l  be compatible with the
System's object ives and guidel ines. l t  shal l  also
be complementary to the System's other
lnvestment Managers.

c.  Personnel:  The organizat ion shal l  have an experi-
enced professional staff with adequate research
and suppor"t  personnel and a credible program or
history demonstrat ing the abi l i ty to retain key per-
sonne l .

d.  Performance: The organizat ion and/or i ts person-
nel shal l  have demonstrated the abi l i ty to achieve
above average performance in implementing the
investment approach for which i t  is being consid-
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ered. Satisfactory client references shall also be
avai lable.

G. Review and Evaluation.

The Board shall review and evaluate periodic reports on
the investment results of the Plan's assets, as described
below, obtained try the Execut ive Director.  In addit ion,
the Board shall review the periodic reports of each
Investment Manager. ln these reviews, it is intended that
greater emphasis shal l  be given to long-term results than
to short-term results. Following is the intended frequency
for the review and evaluat ion, al though these may be
altered by the Board as deemed necessary:

1 .  Quar te r ly .

Summary Investment Reports -  including highl ights
ancl commentary of investment performance, asset
composit lon and holdings for each asset class and
each investment management accountabi l i ty uni t .
These reportE shal l  ident i fy any results which require
the attention of the Board.

Investment Manager Reports - prepared by the man-
ager of each investment managernent accountabi l i ty
unit, reporting on the results of the most recent period.

2 .  Annua l ly .

Detai led annual investment reports -  these reports
wi l l  include the contents of the quarter ly summary
repof is,  as wel l  as addit ional detai l  regarding the
investment results for each investment management
accountabi l i ty uni t .

Written and/or verbal reports presented by the manag-
er of each investment management accountabi l i ty uni t .
These shal l  be scheduled on a staggered basis through-
out the year,  as determined appropriate by the Board.
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Purpose

The School Employees Retirement System of Ohio was
established in 1937 by the state legislature to provide
retirement and disability benefits for all non-certificated
persons ernployed by the state's 755 school districts. This
purpose is sustained by the member and employer contr i -
butions and the income realized from investment of those
contr ibut ions.

Administration

The funct ioning of SERS is supervised by a seven member
Board which works in conjunct ion with the System's
Executive Director. Four of the seven Board members are
elected by the general mernbership (those who contribute
to SER5) and one is elected by retirees. The Ohio Attorney
Ceneral and State Auditor,  by vir tue of their  elected
office, serve as the remaining two Board members in an
ex off ic io capacity.

The Execut ive Director is appointed by the Board. This
person oversees the administrat ive operat ion of the
System, and is aided by four directors. Their  areas oi
responsibi l i ty are f inance, investments, member services,
and management inl 'ormation services.

Employer Participation

The school employers served by SERS include publ ic
schools within the state's ci t ies, v i l lages and count ies, as
wel l  as lc,cal  distr icts,  vocat ional and technical  schools,
and The Universi ty of Akron.

Ernployers contribute to SERS at the rate of 14.0o/o of pay-
rol l .  Some employers pay the System direct ly on a month-
ly,  quarter ly,  or annual basis,  whi le others make payrnents
through parl ic ipal ion in the Ohio Deparlment of
Educat ion's School Foundat ion Fund.

In acldi t ion to forwarding appropriate contr ibut ion
amounts to 5ER5, i t  is the responsibi l i ty of  the employers
to supply SERS with new membership records, members'
contr ibut ion intormation, and any data needed at the t ime
of a member's application for benefits or refund of
deposits on terminat ion of ernployment.

Employee ParticiPation

Membership in SERS is divided into several  groups brased
on the act iv i ty of a member's SERS account.  Member

Sroups are:

A. Active Members - These are persons currently

employed by a school employer. Membership is
required for most employees working in a position that
does not require cerlification by the Ohio Depadment
of Edueation. These persons include clerical workers,
maintenance personnel, bus drivers, food service
workers, playground supervisors, data processing per-
sonnel, etc. Two exceptions to the membership
requirements are: (1) persons with student status within
a school district mav choose to become members of
SERS; and (2) temporary employees for emergency pur-
poses, Active members have an amount equal to 9.0%
of their  earnings deducted from their  gross salar ies for
each payroll period. These amounts are then forward-
ed to SERS by the payrol l  of f icer and appl ied to the
member's account at SERS.

B. Inactive Members - These are persons who have con-
tr ibut ions on deposit  with 5ERS, but are not current ly
employecl by a school district in the state of Ohio'

C. R.elired/Disabled Members - These are persons who
have either ('l ) met the age and service requirements
for retirement from service; or (2) become eligible to
receive benef i ts as a result  of  an injury or i l lness that
prevents the member from performing regularly
assigned dut ies.

D. Mernber's Survivors - When a member dies before
r"etirement, the qualified beneficiaries become eligible
for monthly benefits from 5ER5.

Refund of Contributions

A member is ent i t led to a ful l  refund of contr ibut ions with
SERS upon terminat ion of school employment '  Only the
money the member has contr ibuted is refundable'

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

The refunded amount, plus interest, may b'e redeposited
if, at some later date, the member returns to school ser-
vice or to any other publ ic service with the state of Ohio.
This purchase may be made after the member has been
credited with 1 .5 years of contribruting service.

Service Retirement

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

1 . Five years of service and age 60, or
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2. Twenty-five years of service and age 55; or

3. Thirty years of serviee at any age.

A member's age is defined to be the actual age a person
has reached on the day of retirement. Any change of the
date of birth on our records must be substantiated by sub-
mitting proof of date of birth to the System.

Service Credit

Service credit is the actual number of years or fraction
thereof a person worked within a school district or dis-
tr icts 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 mil i tary service performed whi le
on leave from the sehool districu service with a school
svstem before establishment of SERS in 1937; or service
granted for a period (three years or less) spent off the dis-
tr ict 's payrol l  whi le drawing state worker 's compensat ion
for a school job-related accident.

Purchased service is service for which payment plus inter-
est is required, The interest raIeisT,5o/o. Service must be
purchased before the date of retirement if it is to be con-
sidered in calculat ing the member's benef i ts,  Payment
may be made in a lump sum or in mult ip les of one month
or more so long as the complete amount due is tendered
before retirement. The types of service that can be pur-
chased are:

Military - A member may purchase up io five years of
credit in SERS for active service in the armed forces of the
U.S. There is no restr ict ion placed on t ime elapsed
between school employment and the t ime spent in the
mil i tary.  A member may purchase addit ional service cred-
i t  i f  the mi l i tary service includes pr isoner of war t ime.
Purchased credit may not be greater than the member's
actual Ohio school employment credit .

Federal, Other State, or School Service - The member
may purchase credit tor service rendered in a school or
government position outside the State of Ohio. The ser-
vice cannot be greater than the member's SERS service
nor can it exceed five years.

Refunded Service - Service Iost due to the payment of a
refund may be restored after the member has returned to
work and accrued 1 .5 years of service covered by 5ER5,
5TR5, PER5, PFDPF, or SHPR5. An interest charge is
payable in addit ion to the restored funds.

Pmru Sunnptnny ]

Cornpulsory Service - This is service for whieh the mem-
ber should have made contr ibut ions whi le working, but
did not, for whatever reason, The full amount, plus inter-
est, must be paid before retirement benefits are granted.

Exernpted Service - This is service during a period when
the member was given a choice of contributing or refrain-
ing from doing so. The member must pay the ent ire cost,
which is based on a percentage of current salary,

teave of dbsence - A member returning to work after a
period of authorized leave may purchase service credit  for
the period involved. An employer conir ibr"r t ion is required
tor this service to be granted, but the employer is under
no ohrligation to make payffleni.

A member who has contr ibut ions not only at 5ER5, but
also at State Teachers (STRS) or Publ ic [mployees (PERS)

Retirement Systems is eligible to receive transferred credit
from either or both of those systems. Any service which is
not concurrent with (served at the same tirne as) SERS ser-
vice wi l l  be included in determinat ion of ret i rement bene-
fits,

Early Retirement Credit

Employers may purchase up to five years of service credit
for their  el ig ible employees under an early ret i rement
incent ive plan authorized by 1 983 legislat ion.

Adopt ion of a plan is opt ional and only employers may
purchase up to f ive years of such credit .

Benefit Calculation

The final average salary is the average of the mernber's
highest three years of earnings whi le in the school service.

The benef i t  amount is calculated in this way:

The f inal  average salary amount is mult ip l iecl  by 2.1% ro
determine the value of a year of service credit .  This value
cannot be less than $86. l f  i t  is,  $86 is used. The value is
then mult ipl ied by the number of years of service credit .
This calculat ion yields the annual ret i rement benef i t
amounl for a person who has service at ret i rement t ime.

For "early ret i rement" ( the member is under age 65 or has
less than 30 years of service) there is a corresponding per-
centage of decrease in the required benef i t  amount to
allow for an extended period of retirernent. Redr-rction iac-
tors are reqr.r i red by Ohio slate law and set by the Board
as recommended by the actuary.
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Retirement Options

Should the retiring member wish to provide a benefit
amount for a beneficiary upon the retiree's death, this
may be done by the selection of one of the optional retire-

ment plans provided for this purpose' Opt ional 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.

Disability Retirement

A member prevented from performing regular duties on

rhe job after incurring an injury or il lness may apply for
monthly disabi l i ty benef i ts.  To qual i fy,  the member must
have at least 5 years of service credit. ln addition to the

age and service requirements, the member must:

r  Have developed the disabl ing i l lness or injury after last

becoming a member of SERS;

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

r  Have appl ied for benef i ts within 2 years of the last day
of service with the school distr ict ;

r  Not have withdrawn contr ibut ions or ret i red on service
retirement.

There are two disabi l i ty plans with di f fer ing benef i ts.  Al l

new merrbers are under the new plan. Benefits range
from 30% of final average salary to 75olo. Benefits are life-

t ime under the old plan, subject to re-examinat ion, and
may be converted to service retirement under the new
plan .

Death Benefits

The designated beneficiary of any SERS retirees will
receive a $500 lump sum payment upon the ret i ree's
death. l f  there is no benef ic iary,  payment is made to the
person responsible for the burial  expenses or to the
retiree's estate,

Survivor Benefits

Qual i f ied dependents of a cleceased member may apply
for monthly survivor benef i ts.  Such benef i ts are payable i f

the member had at Ieast lB months of Ohio service credit ,
three of which were servecl in the 2.5 years pr ior to the

member's death, or i f  the member was receiving a disabi l -
i ty benef i t .

l f  the rnember was el igible for service ret i rement but had

not yet appl ied for benef i ts,  the surviving spouse or other

single dependent beneficiary of any age can draw a
monthly lifetime benefit known as lhe joint survivor
opt ion. Durat ion of survivor benef i ts depends pr imari ly on
the age and marital status of the dependent(s).

Health Care and Other Benefits

Eligible benefit recipients receive medical insurance from
5ERS. Coverage for a spouse and/or dependent children
can be provided by means of a monthly deduction from
the benefit. Coverage is of{ered by the selection of the
Aetna insurance company, for those persons in the
Cleveland area, the Kaiser health plan, or for those in the
central  Ohio area, HealthFirst ,  Inc.

l f  the benef i t  recipient part ic ipates in Medicare B, SERs
reimburses the recipient $24.80 per month.

An opt ional prescr ipt ion drug program is avai lable to ben-
efit recipients of SERS and their dependents who are cov-
ered under the Aetna plan. Participants may either choose
to obtain prescription drugs from a participating local
pharmacy and pay 20o/o of the cost or they may elect to
receive the drugs by mai l  f rom a l icensed mai l  order phar-
macy for a minimal fee per medicat ion.

Members retiring after June 1 , 1986 must have 'l 0 or more
years of service credit to qualify for the health care bene-
f i  ts.

Members ret i r ing on and after August l ,  1989 with less
than 25 years of qual i f ied service credit  pay a port ion of
their  premium for health care. The port ion is based on
years of service up to a maxirnum of 75% of the premium.

Cost of Living tncreases

Aiter 12 months on the benef i t  rol ls,  and each year there-
after, SERS retirees are entitled to an automatic cost of liv-
ing increase of 3u/o, provided the Consumer Price Index
shows a 3% gain over the previous year.  This increase
wil l  be paid each year by the Ret irement System unt i l  the
accumulated excess cost of  l iv ing points fal l  below 3o/o- ln
addit ion, the legislature has granted several  permanent ad
hoc increases to SERS retirees, the last such increase
b e i n g  i n  1 9 8 8 .

Re-Employed Retirees' A.nnuitY

Ohio publ ic system ret i rees who work in a SERS covered
posit ion are ent i t led to an annui ly at age 65. The annuity
is based on a money purchase formula and may be paid
in monthiy payments i f  the monthly amount is $25 or
more, l f  the monthly amount is less than $25, the annuity
w i l l  be  pa ic l  in  a  Iump sum.
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