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STRS philosophy 

Mission 

To enhance the quality of life for teachers and their 

beneficiarie!:> through retirement benefits a, statutorily 

defined, health care coverage and retirement ervices. 

Vision 

To be a premier retirement system, as evidenced by: 

• Accurate, prompt and courteous service 

• Comprehensive benefit 

• Exceptional investment returns 

• Actuarial soundness 
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the board 

Member,hip of the Retirement Board b set by 
the General A.,,embly and includes five active 
teacher,. one retired teacher and three voling 
e, officio members. 

Teacher members arc elected 10 four-year 
terms by members of the Retirement System. 
The retired teacher member is elected 10 a four
year term by retirees receiving benefits from 
STRS. Board members serve without compen
\ation other than actual, necessary expense~. 

The Re1iremenL Board is proud to present 
this Comprehensive A111111a/ Financ,al Report 
for the fiscal year July I, 1995, through 
June 30, 1996. 

The Slate Teachers Retiramen1 Board meets monlhly to lrarlSaCI business and set policy Front r<¥W, 
from leh to nght are: Betty Ocasek Pet!NS; Hazel Sidaway. Jack H Cnapman; Deborah Bel Soon: 
and Eugene E. Norris. Back row. from left to nghl are· Wilbam A. Dorsey: O'Neaf Saundors. 
represen11ng the aud11or of stale; Helben L Dyer, execubve dorector. and Nedra Hadley. representing 
the auo,ney general 

Jack H. Chapman 
Chair 
Teacher member 
Slnce 1990 
Reynoldsbutg C<ty 
Sclloo41. Franl<lin 
County 

Haul Sklaway, 
V,ce Chair 
Teacher member 
since 1986. 
canton Crty Schools 
Stalk County. 

Slvlt Jeadien llfirrmenl System of Olli■ 

Wlfffam A. Dorsey 
Teacher member 
since 1990. 
Painesville C11y 
Local Schools. 
Lake County. 

EugeM E. Nomi 
Teacher member 
s,noe 1996. 
Soulh-Westem City 
Schools. Frankltn 
County, 

John M. Goff, 
Superintendent ol 
Public ln11ructfon 
Ex officio member of 
!he board since 
eppo,nled lo offioe 
,n 1995. 

I 

Betty Ocasek Peters 
Retored teacher 
memberslnce 1983. 
Summ,1 County 

Betty D. 
Montgomery, 
Attorney General 
Ex offlclo member 
of the board since 
elected IO office 
In 1995, 

Deborah (Bell) Scott 
T eaeher member 
since 1994. 
Fonneytown local 
Schools.Hamillon 
County. 

Jame■ M. Potro, 
Auditor of Stat■ 
EK officio member 
of the board slnc41 
elected to office 
in 1995. 
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Certificate of 
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for Excellence 

in Financial 
Reporting 

Presented to 

Introduction 

The State Teachers 
Retirement System of 

Ohio 
For its Comprehensive Annual 

Financial Report 
for the Fiscal Year Ended 

June 30, 1995 
A Certificate of Achievement for Excellence in Anancial 

Reporting is presented by the Government Anance Officers 
Association of the United States and Canada to 

government units and public employee retirement 
systems whose comprehensive annual financial 

reports (CAFRs) achieve the highest 
standards in government accounting 

and financial reporting. 
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Executive Director 
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professional consultants 

senior staff 

lndependeol Public ,\ccountanlS: 
ln,estment Ad, isors: 

Actuarial Consultant: 

Deloitte & Touche LLP. Columbu~. Ohio 
Frank Rus~II Company Real Estate Con~uhing, Tacoma, Washington 
Wellington Mnnngement Comp;my, Boston, Ml\\sachusett\ 
Bud Con~uhan1s. Chicago. lllinois 

The STRS seniot staff meets regular1y to dltcuss day-to-day operat,ons end develop procedures for adminlstenr19 
pollCleS ado!>ted by Iha Retirement Board Seated, from left to nghl a,.: G Roben Bowers, deputy executive 
directo, - Administration: Stephen A. Mitchen, deputy executovt1 direc1or - Investments; Roben A. Slater -
deputy exec:utrve dlrect0< - Finance and chief financial officer; end J. Richard Zimmerman. deputy executive 
director- Member Benefrts. Standing, fr0<n left to nght are: Joan M Williams, dln8C10< ol Perwnnet; 
James w. Miller, director of Governmental Relations; Cynthia E. Hvizdos, atelf counsel; Herben L Dyer, 
executtve director Rebecca J Stephenson, execMMI au,stant. Adrian R Mullina, direcfo, of Information 
Technology Services; and Sandra L. Knoesel, director ol Commumcabon Serw:ea. 

organizational structure 

Stott Teodiffl Rt~rerncnl System or Oltio 
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mber2, 1996 

bers of the State Teachers Retirement Board: 

re pleased 10 present the Comprehensfre A1111ual Financial Report of the State Teachers 
emcnt System of Ohio for the fiscal year ended June 30, 1996. This repon is intended to 
,de readers with financial, investment, actuarial and stati~tical information in a single 

tihcation. 

,e State Teachers Retiremen1 System (STRS) was created by legislative act on May 8, 1919, as 
.1ltemarive to separate, often-unstable local school district re1irement plans. STRS is a cos1-
ring, multiple-employer plan providing service retiremcn1. disability, suivivor and health care 
-lils to teachers and faculty members of public boards of education. state•supponed colleges 
universities. and the state of Ohio and its political subdivisions. 

e Comprehensfre Annual Financial Report is divided into live sections: (1) the Introductory 
1ioa includes this le11er of 1ransmittal and information about the administrative orgaruzation of 
R.S; (2) the Financial Section con1ains the general purpose financial staiements and footnotes 
g with the repon of the independent auditors: (3) the Ac1uarial Section includes results of the 
ual actuarial vnluaiion and the certification letter of Buck Consuhams: (4) lhe S1a1istical 
,ion includes historical data showing the progress of the system; and (5) the lovestment 
lion includes a summary of investment as..ets and the Retiremenl Board's Objec1ive and 
icy Statement. 

1jor Initiatives 

>N legislation improved benefits for STRS members. The legislation allows teachers who 
1gned because of pregnancy 10 purchase up to two years of service credit, pennits survivors of 

1 RS members to remarry ai age 55 or over withou1 loss of benefits, and provides a cost-of. 
living increase to eligible benefit recipients when the increase in the Consumer Price Index (CPI) 
measure of infla1ion is below 3% . 

.\ Member Services Center was establi~hed 10 provide active and retired members quick access to 
an STRS service rcpreseniative. Service representatives provide infom1ation. as~is1 with prob
lems, make appointmenls and offer follow-up suppon. STRS also expanded counseling hours to 
provide ac1ive teachers more convenienl options for making benefit inquiries. In addition to the 
nexibili1y offered by extended office hours. STRS offers counseling at loca1ions throughout 1he 
state as well as teleconferences. Teleconferences provide counseling by phone from the come• 
nicnce of a member"s home. 

STRS cominued 10 monitor and provide health care benefits that oiler the best possible value and 
quality. Programs such as Care Wise and CareSuppon were initiated to offer value-added services 
to health care plan enrollees. These programs provide members medical information and wppon 
by phone from health care professionals. 

1996 (O!llp(tMlffl AMual Rlmoll a.,t --
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The economic eo\ironment continued LO c'<hibit ,igns of gro" LI 
1996. During the year. real gro,s domestic product (GDP) grc, 
..ecood largesL in the past seven years. Reul residential 1mestml 
declining 5.6% in fiscal 1995. The Consumer Price Index. a c:rn 
pre,surc. grew by 2.75% for the fi,cal year. 

Long-Lcrm intere~L rotes. as measured by Lhe 30 year Trea,ul) h 
and moved 10 7'lc by focal year-end. Short-term rates did not ch 
1996 federal R~l"\.e fund, rote reduction to 5 .25''f. 

The fixed-income portfolio ooded duration during fiscal 1996. S 
prices declined over the fiscal year. the added duration enhanced 
fixed-income portfolio 10 20% ver,u~ the benchmark, which rel\! 
1995. STRS perfom1ance report~ follow the mdu,try con,en110 
year ba!>h,. A more complete report of STRS performance appc 
the fixed-income portfoho wa, reduced to 36.5'l of the total lu1 

of Lhe year. 

For the !>CCond con~tive year, dome,tic equity marl.et, p,:rh 
calendar-)ear 1995. the Standard & Poor·, Compo,i1e Index ol 
lndU!>Lrial Average returned 38% and 37%. respcc1ively. STRS l, 
during calendar 1995. A':t the ~tock market advanced. STRS re, 
allocaied to equities. The allocauon for domestic equities ,tanc< 

fund and ended the year at 39.5%. 

low inOa11on in fi<;cal 
'.7'1-. Thi, 1ncrea-.e i, the 
rew b) 9.7~ after 
·1 indicator of inflationary 

started 1he year at 6.6% 
e much after 1he January 

c interc,t rates rose and 
1c overall return on our 
1cd 18.47% during calendar 

reporting on a calendar-
m Page 56. During the year. 
rom 40.6~ at the beginning 

·d exceedingly well. During 
l Stocl..s and the Dow Jone, 
1e,1ic equities returned 294 
·d the ~hare of total assets 
1e year at 434 of the total 

Alloca11on<; to the fixed-income and dome,tic equit) portfolio, ,, re reduced 10 fund a larger 
allocation to intema11onal iO\e<.tmenL,. The allocation to intemat ,nal inveMments, pnmarily 
cquitie~. increased to 9.7/l: b) )Car-end from 5.9/l at the bcgmmng of the year. The perfor
mance of STRS' 1nterna11onal portfolio !>urpa,sed the bcnc:hma.rl.. performance over calendar 

1995. returning 7 .374 \ersu, the benchmarl.. of 7 .CW~ 

Slatt laodtn Ir/II-- Syilla o/ Oliit 

Toe real e\late portfolio reg1~1crcd an 8.9% return vcn;us the henchmark's 7 .6% for the 
calendar year. At year-end. the 01loca11on for real e'1ate w,1, largely the ,ame a~ the 

beginning allocat1on. 



conomic outlook i, for an increase in the CPI as wages increase and food and energy prices 
~conomic gro\, th \1 ill probably slow through most of the fiscal year. Interest rates should 
1 stable. 

cing for education has been tight statewide for several years. Nonethele s. there have been no 
Its on employer contributions to STRS, und steady improvement in STRS' funding status is 
tcd. 

,unting Basis and Internal Control 

financial statements are prepared in accordance with generally accepted accounting principles 
Me the respom,1bih1y of STRS management. Equity investments are recorded at cost. and 

·<.I-income investments are reponed at amoni,ed cost. Revenues and expenses are recorded on 
.,..:crual basis, 1ha1 is. revenue, are recorded when earned and e;,. penses are recorded when 
rred . 

. S maimains a system of internal cont rob designed 10 ensure responsible safeguarding of assets 
eliable financial records. No material weaknes\es in internal controls were reponed during the 

luct of the audit. 

financial ~1atemcn1-, for the fiscal year ended June 30. 1996. have been audited by Delollle & 
,he LLP. Columbus. Ohio. Their report h shown on Page 22. 

Jncial Highlights 

•cnucs 
1996 1995 fncrease 

Investment Income $3,664,683,000 $2,340,907.000 56.5% 

11ribu1ions $1,647,637,000 $ 1.590, 139,000 3.6% 

,1al Revenues $5.312.320.000 $3,931,046.000 35.1% 

Net investment income, the largest ,ource of funds for benelit payments, renected the highest 
earnings in the hhtory of STRS. Net reali,ed gains of $2.2 billion were the principle reason for the 
n:mendou, growth over the prior year. STRS took advantage of strong equity and fixed-income 

, iarkecs to reali7e gain, during the liscal year. TI1e Retirement Board ha~ the authority 10 pay a 
,upplemental benefit to benelit recipients in year~ when investment returns exceed the accuarially 
a,suined return of7 .5%. The board allocated S44 million for payment of a ,upplemental beneli1 in 
December 1996. 

I 
1996 '°"1p11hwitt Annuol '-ill 1.,.i-i 



Expenses 
Increase 

1222 J..m CDecreasel 

Benefits $1.681.637 .000 $1.526.915.000 10.1% 
Withdrawals $24.118.000 $21,233.000 13.6% 
Administrative Expenses $37.747,000 $38.926.000 (3.0~) 
Total Expenses S 1.743.502.000 S 1.587,074,000 9.9% 

Pension benefits for service retirement, disability and survivors increa.sed by I 0.1 % for the year. 
Health care costs grew by 6.6% because of general innation and an increase in the number of 
retirees. 

Funding 

Contribution rates are actuarially determined to provide a level basis of funding using the entry 
age normal cost method, and an actuarial valuation is performed annually by Buck Con~ultants, 
Chicago, Ill. The July I. 1996, valuaiion shows that the amonization period for the unfunded 

0 accrued liability decreased 10 28.4 years from 29.3 ycari,, and the ratio of ,ll>sets 10 total accrued 
liabilities improved to 81 % from 79%. The current valuation included a reduction in the payroll 
growth assumption to 4.5% from 5%. 

I 
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Imestments 

Providing the financial foundation for STRS, total investments grew 10 $33.4 billion as of June 30. 
I 996. All assets are strategically allocated among four primary portfolios: fixed-income, common 
and preferred stocks. equity real estate and international investments. The mix of investments is 
designed to provide high long-term yields while minirniLing cxpo:.ure to risk. The State Teachers 
Retirement Board Investment Objective and Policy Statement is included in the investment 
Section starting on Page 59. 

Revie" of Operations and Activities 

STRS devotes much time and anention to advising members and retirees about their benefits. A 
comprehensive annual account statement showing projected benefits and a history of earnings and 
service credit is sem 10 members each year. Individual counseling sessions are offered at STRS 
headquarters, at various locations around the state. and by phone through TeleConferences. STRS 
associates are available 10 conduct general meetings for active and retired teacher groups. Retire
ment Planning Seminars, Life Planning Workshops and an annual Information Fair are also 
popular forums for presenting information about STRS benefits. Periodic newsleners are mailed 10 

both active and retired members. 
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icate of Achievement for E:\cellence in Financial Reporting 

ernmem Finance Officers Ai.~ociation of the United States and Canada (GFOA) awarded a 
1te of Achievement for facellence in Financial Reporting to STRS for its Compreltensfre 
Financial Report for the fiscal year ended June 30, 1995. The Certificate of Achievement is 
\!ious national award recognizing conformance with the highest ~tandnrds for preparation of 
,d local government financial reports. 

•warded a Certificate of Achievement, a government unit must publish an easily readable 
1ciently organized comprehensive annual financial report that confom1s with program 
rds. Tub report must satisfy both genernll} accepted accounting principles and applicable 
:quirements. 

ificate of Achievement i~ valid for one year. STRS has received a Certificate of Achieve-
for tJ1e last six consecuuve years. We believe our current report continues to conform with the 
1cate of Achievement program requircment1- and are ~ubmitting it to the GFOA. 

owledgments 

reparation of this report is possible only through the combined effortS of the STRS ~taff. It b 
led to provide complete and reliable information a, a ba,is for making management deci
complying with legal provisions and detcm1ining responsible Meward~hip of the asseL~ 

ibuted by members and their employen,. 

ctfully wbmi11ed, 

utive Director 

Robert A. Slater. CPA 
Deputy Executive Director 

1ief Financial Officer 
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a. ROIIEJfT IIOWE:IIS. -STEPHI]; A HIT'CHEU.. ,_,_,,,. 

IPIIERT 1- DYER. EX£curtvE DfRECTOII 

CYHTH/11 E. HI/IZDOIS, Sl,f/C-..., 
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V{orking together lor Ohio teachers 

he STRS board 
1c STRS Board is responsible for making dcc1sioos 
at will prcscl"\c and enhance current and long-term 
nefits for Ohio teacher.. and their beneficiaries. 

bese decision ... - relating to investments, funding, 
•nefits and '-<:I"\ ices - are made in the best interests 

Ohio teacher~. ln 1995-96, the board"s able 
>vcrnancc and leader.hip resulted in many 
·comphshments on behalf of Ohio teachers. 

\ maJor accomplishment was the continued pa) ment 
f the supplemental benefit to retirees. The staff of 
1c Joint Lcgi,lauve Commiuee 10 Study Ohio's 
'ublic Retirement Plans. in a preliminary report. 
ecommended r.:scinding the STRS Board's authority 
o gr.int 1h1-. pa}ment. The board's proactive stance 

and active opposition preserved its authority 10 grant 
the payment - the 17th consecutive supplemental 

benefit payment will be made 10 retired teachcn, m 
December 1996. The STRS Board aJ,o \\Oded 
with the Joint Commiuce on ~everal other 
important issue:.. including maintaining a teacher·., 
option 10 retire at any age with 30 year<; of service. 

In 1995-96. the board also supported other 
legislation for the benefit of member,: H.B. 254 
that allows teachers who resigned because of 
pregnancy to purchase scrv ice credit for that 
period: Am. H.B. I :n that pcm1il\ survivor, of 
STRS members 10 remarry at age 55 or 0\er 
\\oithout loss of benefit\: and H.B. 365 that pay, a 
cost-of-living increase to eligible benefit recipients 
\\hen the Consumer Price Index mea.,urc of 
inflation is below 3%. 

w 
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g together for Ohio teachers 

upport services 

·ly 200 STRS h'-OCiates make up the 
.:m's suppon \taff. These associates work 
1c Administ.r.111ve Services. Building Services. 
Id Care. Communication Services. lnfonnation 
hnolog} Sef'\ 1t-e.'> and Personnel depanments. 
·ir often behind-the-scenes work provides crucial 
pon to other STRS associates and. ultimately, to 
RS member... 

RS employs more than 90 associates in its 
,onna1ion Technology Services Depanment. 
1\ department develops and maintains its own 

,ttware systems, allowing STRS associates to 
ovide member.. quick and accurate infonnation 
,out their retirement accounts. ln 1995-96. 
onnation Technology Services maintained 

,ardware and software for more than 400 associate 
omputers and provided approximately 200,000 

hours of service, analyses and programming for the 
,ystem 's departments. 

The STRS Communication Services staff 
mnually produces hundreds of brochures, fonns. 
pplication\ and other documents to keep members 
nfonned. In 1995-96. the depanment 's active and 

retired-teacher nc\\sleners alone reached more than 

v ce 

300,000 members. During the year. the depanment 
also received four awards for its work - three 
PRISM Awards from the Public Relations Society 
of America and one Silver Award in Financial 
World magazine·s annual repon competition. 

The Personnel Depanment spends considerable 
time and resources recruiting highly qualified 
STRS associates. The system ·s growth in assets. 
services. new members and retiree keeps the 
depanment busy. In the 1995-96 fiscal )ear, nearly 
60 new associates were hired. bringing the 101al 
number of associates to more than 400. Man} of 
these associates take advantage of the quality care 
provided by the system's on-site child care center. 
Last year, this center received accreditation from 
the National Association for the Education of 
Young Children. ignifying the highe I possible 
standards in the care and education of preschool 
children. 

The Building Services Department provides 
clean and comfonable work environmcntS to 
help associates pcrfonn to their fulle I potential. 
Administrative Services staff members provide 
associates with the supplies and suppon services 
they need to get the job done. Security. in addition 
to keeping the sy tern afe and sound. greeted 
more than 10.000 visitors 10 the STRS building 
in Columbu. 
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Working together for Ohio teachers 

investments 
STRS is the 17th largest pension fund in the 
United States and one of the country's top public 
pension funds. Its investments of $36 billion are 
professionally managed by a staff of 90 who oversee 
a diversified portfolio of equity, fixed-income, 
international and real estate investments. The STRS 
lnvestment Department boasts one of Ohio's largest 
contingents of employees who have earned the 
Chartered Financial Analyst (CFA) designation. 

Investment income is STRS' single largest source of 
funds for benefit payments. In the 1995-96 fiscal 
year. STRS recorded the highest earnings in its 
history - net investment income totaled $3.6 
billion, including net realized gains of $2.2 billion. 
Average daily transactions in the department include 
$45 million in cash equivalents, $40 million in 
bonds and $29 million in stocks. 

STRS total-fund returns consistently surpass STRS 
Board objectives and industry benchmarks. STRS' 
annualized five-year returns ( l 991-95) average 
12.23%- higher than many industry indexes. 

STRS investment strategies are outlined each year in 
a comprehensive annual plan written by the Investment 
staff as well as in the STRS Board's Investment 
Objective and Policy. The strategies are working: 
In December 1995, STRS paid the 16th consecutive 
supplemental benefit to retirees as a result of 
exceptional investment returns. 

..... 
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Working together for Ohio teachers 

finance 

The STRS Finance Departmem serves important 
accounting, actuarial and administrative functions. 

The department"s actuarial sLrategies are planned 
with the goal of continually reducing the system's 
funding period and increasing the ratio of assets to 
liabilities. At the end of the 1995-96 fiscal year, 
STRS' funding period was 28.4 years - more than 
10 years less than the 1985-86 funding period of 
39.5 years. At fiscal year-end 1996. the system was 
81 percent funded, compared to 63 percent at fiscal 
year-end 1986. The consistent reduction in the 
funding period and increase in assets as a 
percentage of liabilities signify an actuarially 
sound pension fund. 

Duri_ng 1995-96, STRS held employer workshops 
throughout the state that were attended by more 
than 200 employer representatives. These 
workshops helped employers better understand 
STRS reporting requirements, policies and 
procedures. The Finance Department also 
assisted hundreds of the system's 861 employers 
through its Employer Advisor Program. This 
program provides employers timely information 
and quick access to an STRS employer 
representative who can answer questions, assist 
with problems and provide follow-up suppon. 

A primary accounting responsibility of the 
Finance Department is to work with independent 
auditors and actuaries to prepare and verify 
actuarial and financial reports, including 
comprehensive year-end reports. The department 
does an exemplary job with this responsibility -
it has received a Certificate of Achievement for 
Excellence in Financial Reporting from the 
Government Finance Officers Association for six 
consecutive years. This award represents the 
highest standard in government accounting and 
financial reporting. 
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Working together for Ohio teachers 

member benefits 

More Lhao 100 STRS associates in the Member 
Benefits Department administer retirement 
benefiL~ and member services. ln 1995-96, the 
department's commitment to quality resulted in 
many service enhancements for Lhe benefit of 
more than 300,000 active, inactive and retired 
teacher-members. 

A new Member Services Center was established 
providing active and retired members quick 
access to an STRS service representative who 
can provide information, assist with problems, 
make appointments and offer follow-up suppon. 
Since its sta1t-up date in February, the Member 
Services Center has assisted nearly 35,000 
members by phone. 

Columbus-office counseling hours were extended 
to provide working teachers more convenient 
appointments. Last year, 5,346 members took 
advantage of individual counseling sessions in the 
Columbus STRS office. Nearly 7,000 more 
members preferred the convenience of a benefits 
counseling session near their home or school. 
STRS benefits counselors traveled more than 
48,000 miles 10 provide this •'field" counseling. 

The TeleConfereace program was also expanded 
to serve STRS members statewide. Tele
Conferences are counseling sessions by phone, 
providing members comprehensive retirement 
information from the convenience of their 
homes. Nearly 1,000 TeleConferences were 
held last year. 

In February, a new computer program was 
installed at STRS, allowing members to file their 
retirement applications conveniently by phone. 

The Retirement System sponsored special 
mecti.ngs for STRS benefit recipients during 
May and June. More than 7, I 00 benefit recipients 
attended one of the 39 meetings conducted at 19 
sites throughout Ohio. The meetings provided a 
forum to address issues important 10 retirees. 
Retirement System executives discussed 
significant issues facing the pension fund 
including pending federal and state legislation 
and long-term funding of health care benefits. 

The Health Care Department of Member 
Benefits continued working with health care 
administrators to provide members the best value 
and quality possible. Programs such as CareWisc 
and CareSuppon were initiated Lo provide 
additional health care suppon 10 enrollees in 
an STRS-provided PPO or indemnity plan. In 
addition, a new health care administrator -
AultCare - was added for 1997. and several 
HMO administrators agreed 10 offer plans in 
1997 that do not require a premium payment by 
certain enrollees. 



0 
,0 

... 

Deloitte& 
ToucheLLP 

0 l 55 East Broad Street 
Columbus. Oh1043215-3611 

Telephone: (614) 221-1000 
Facsimile: (614) 229-4647 

To Lhe Retirement Board of Lhe S1ate Teachers ReLircment Sys1em of Ohio: 

We have audited the accompanying s1a1emen1s of net asset~ available for benefi1s of 1hc State Tcac• 
Retirement System of Ohio (the System) as of June 30, 1996 and 1995, and Lhe related statement>,.. 
changes in net as,ets available for benefits for the years 1hen ended. These finuncial s1atement, arc 
responsibility of 1he System's management Our responsibility is 10 express an opinion on 1~ f= 
statements based on our audi1s. 

We conducted our audits in accordance with generally accepted auditing s1andards and Go1·ernmtr' 
Auditing Standards issued by 1he Comp1roller General of 1he United Stales. Those standards require 
we plan and perform Lhe audir 10 obtain reasonable assurance about "hether the financial stalclllelh. 
free of material misstatemcm. An audit includes examining, on a tesr basis, evidence supponmg the 
amounLS and disclosures in the financial starements. An audit also includes assessing Lhe accounung 
principles used and significant es1imates made by management. as w"eU as evalunring 1he overall fu:. 
statement presentation. We believe that our audits provide a reasonable basis for ou.r opinion. 

In our opinion, such financial statements present fairly, in all ma1crial respects. the net asseLS nvailab 
benefits of the System as of June 30, 1996 and 1995. and the changes in its net assets available fort
for the year~ then ended in conformity with generally accepted accounting principles. 

As discussed in ote I to the financial Matements, in 1996, the system changed its method ofaccoi. 
for securities lending transac1 ions 10 conform 10 Government Accounting Standards Board S1n1emen1 
28, "Accoun1ing and Financial Reporting for Securities Lending Transactions." 

Our audits were conducted for the pu1pose of forming an opinion on the basic financial statements L 

as a" hole. The supplementary information on analysis of funding progress, revenues by source and 
expenses by type. employer con1ributions, inves1men1 summary. adminis1ra1ive expenses. and cash 
receipts and disbur~ment\ on Pages 37-41 is presented for the purpose of additional analysis and 1' 

required pan of the basic financial statements. This supplementary information is the responsibility 01 
Sys1em's managemen1. Such supplementary inform:uion a, of and for the years ended June 30. 199b. 
1995, 1994 and I 993 has been ~ubjected to the auditing procedures applied in our audi1s of the basic 
financial stmements for the years ended June 30. I 996. 1995, 1994 and 1993 and, in our opinion, is I 
stated in all matenal respects when considered in relation to the basic 1996, 1995, 1994 and 1993 fin 
s1atements taken a.s a whole. The supplementary information as of and for the years ended June 30. I 
1989. 1990, I 991 and 1992 was subjected to auditing procedures by other auditors whose report datt 

ovember 25, 1992, expressed an unqualified opinion on those sltltements and stated that such suppl 
mentary information was fairly stated in all maierial respects when considered in relation to the ba5ic 
financial statements taken as a whole. The supplemen1ary infomrntion as of and for the year ended Ju 
30. 1987, marked ·'unaudi1ed" has not been subjected to the auditing procedures applied in our nudi 
the ba~ic financial ~tatements and, accordingly, we express no opinion on it. 

In accordance with Go1·trnment A11diti11g Sro11dards. we have also issued a report dated 
November 22, 1996 on our consideration of the Sys1em's in1emal control srruc1ure and 
a report dated ovember 22, 1996 on its compliance with laws and regulations. 

ovember 22, 1996 
Columbus. Ohio 

Deloitte Touche 

L 
Tohmatsu 
International 

Srott leocbers Retiremtnr System ol Oliio 



statements of net assets 
available for benefits 
As of June 30, 1996 and 1995 
1/11 Tl,011sa11ds) 

Assets: 
Investments: 

Shon-tenn 

Fixed income 

Common and preferred ,1ock and venture capital 

international 

Real cMate 

Collateral on loaned securities 

Total investments 

Cash 

Receivables: 

Accrued interest and dividends 

Employer contributions 

Retirement incentive plan 

Member contributions 

State of Ohio appropriation~ 

Securitie~ sold 

Total receivables 

Fi~ed assets, net of accumulated depreciation 
of S20.202 and $17 .40 I in 1996 and 
1995, respectively 

Total assets 

liabilities: 

Securities purchased 

Accrued expenses and other liabilities 

Obligation~ under ,ecurities lending program 

Total liabilities 

Net Assets Available 
For Benefits 

S~t .tccomp•ny,ng '101c~ 10 Financrnl Statements. 

1996 

s 2,159.244 

11.882.106 

12.889.022 

3.170,844 

2.496,822 

840.694 

33,438.732 

5.002 

188.01 I 

162,539 

58,111 

121.448 

2.698 

142.125 

674,932 

55.625 

34,174.291 

106.963 

45.996 

840.694 

993,653 

S33, 180.638 

I 

I 

I 

1995 I 

$ 924,149 I 
11,873.691 

12.475.907 

I 1.693,974 

2.276.378 

I 
1.141.391 

30.385.490 

465 

I 
182.911 

l 163,925 

52.477 

126.296 

I 3,035 

115.280 

I 643,924 

54,762 I 
31,084.641 

I 
285.809 

I 45.621 

1.141.391 

IA72.821 I 
S29.611,820 

I 

I 

I 
199' (omprtMMt '-al F--' Repert~ 
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statements of changes in net assets 
available for benefits 

For the years ended June 30, 1996 and 1995 
(In Thousands) 

Investment Income: 
lnterest 
Dividends 

Rent 
Net investment gains 

Securities lending income 

Subtotal 

Securities lending fees 

Investment-related expenses 

Net investment income 

Contributions: 
Employer 

Member 

State of Ohio 

Other 

Total contributions 

Total increases 

Benefit Payments: 
Service retirement 

Disability retirement 

Survivor benefits 

Supplemental benefit 

Health care 

Other 

Total benefit payments 

Refunds to Members 
Who Have Withdrawn 

Administrative Expenses 

TOT AL DECREASES 

NET INCREASE 

Net Assets Availoble for Benefits 
Beginning of year 

Net Assets Available for Benefits 

L 
Endofyear 

See accompanying Notes to Financial Statements. 

Store Teodiers tetiremenf SY11em of Ohio 

$ 

1996 1995 

1,001.547 $ 1.1»6.-
369,746 410.::! 
95,984 74.~ 

2,203,747 815. 
63,989 69.9-: 

3,735,013 2.416.S-

(61,256) (68.14f 

(9,074) (7,532 

3,664,683 2,340.9<r 

1,002,441 956.28-
635,716 624.812 

2,698 3,035 
6 782 6.0lk 

1,647,637 1,590. 13<, 

5.312.320 3.931,046 

1.307,482 l.l85.06fl 
109,250 100.805 
40,283 37.75t 
41,750 34,56~ 

176,773 165,76-

6.099 2,95-

1,681,637 1,526,915 

24,118 21.233 

37.747 38.9;!1 

1,743,502 1,587,014 

3,568,818 2,343.9 .. : 

29,611,820 27,267,S.. 

$33,180,638 $29,61 UL 



notes to financial statements 
Years ended June 30, 1996 a11d 1995 

1. Summary of Significant 
Accounting Policies 

The linancial statements of the State Teachers 
Retirement SyMem of Ohio (STRS) presented 
herein have been prepared on the accrual basis 
of accounting following the accounting 
policies set forth belo". 

a. Organitalion - STRS (the Plan) is a cost• 
sharing. multiple•employer plan that was 
created by Chapter 3307 of the Ohio 
Revised Code (Revised Code) and is 
administered by a board comprbed of live 
active members, one retired teacher and 
three voting ex oflicio members. 

STRS is a separate financial reporting entity in 
accordance with criteria established by 
Governmental Accounting Standards Board 
(GASB) Statement No. 14. Specifically, the 
Plan is governed by a separately elected body 
and is legally separate and fiscally independent 
of other state and local governments. 

b. Investment Income Recognition: 
• Dividend income b recognil'ed on the 

record date. 
• Interest income is recognized as earned. 
• Rental income is recognized as earned. 
• Gain or loss on security transactions ii, 

determined as of the trade date using the 
average cost of securities sold. 

• Gain or loss on exchange of fixed•income 
securities is recogrnLcd using the 
completed transaction method. 

• Gain or lo:.s on real estate is recognized 
upon sale and for market declines 
Judged to be other than temporary. 
Currency gains and los,es between the 
trade and !>elllement date for international 
investments are recogn11ed on the 
settlement date. 

c. Contributions - Employer and member 
contributions are recorded in the period 
the related member salaries arc earned. 

d. Fixed Assets - Fixed assets are recorded 
at historical cost. Depreciation is provided 
on a straight-line ba,i, over estimated 
useful lives of 5• 10 years for equipment and 
40 years for buildings and building 
improvements. 

e. Investment Accounting and Valuation -
• Short-term investments and lixed-income investments are valued at 

amortized cost with any related discount or premium amortized 
U'ling the effective yield method, subject to adju\tment for market 
declines judged to be other than temporary. Short•term investment~ 
include cash equivalents, repurchase agreements, and corporate and 
government notes that mature within one year. 

• Common and preferred stock, international equities and venture 
capital investments are valued at cost, subject to adju,tment for 
market declines judged to be other than temporary. 

• Real estate investments are valued at hbtorical cost, ,ubject to 
adjustment for market declines judged to be other than temporary. 
No provision for depreciation has been made because real estate is 
treated as an investment ~set. 

Purchase and sales of investments are recorded as of their trade 
date. 

• Investment administrative expenses are deducted from gross 
mvesunent mcome. 

• STRS has no individual im·estment that exceeds 5'k of net assets 
available for benefits. 

f. Federal Income Tax Status- During the years ended June 30. 1996 
and 1995, STRS qualified under Section 40l(a) of the Internal 
Revenue Code and was exempt from federal income taxes. 

g. ew Accounting Pronouncements- In November 1994, the GASB 
issued Statement No. 25 - "Financial Reporting for Defined Benefit 
Pension Plans and Note Dbclosures for Defined Contribution Plans: .. 
Statement No. 26 - "Financial Reporting for Postemployment 
Healthcare Plans Administered by Defined Benefit Plans:" and 
Statement No. 27 - ·'Accounting for Pensions by State and Local 
Governmental Employers." These statements will require, among 
other things, that the Plan's investments be carried at fair value. a 
statement of Plan net assets and changes therein, additional financial 
statement disclosures regarding health care benefiti., and the elimina
tion of disclosures regarding the pension benefit obligation. 
Statements No. 25 and 26 will be effective for the Plan's year ended 
June 30, 1997 and Statement o. 27 Y.ill be effective forthe Plan's 
year ended June 30. 1998. Management is currently reviewing the 
requirements of these statements and plans to implement GASB No. 
25 and No. 26 forthe year ended June 30, 1997. 

Additionall), in May 1995. the GASB is<;ued Statement No. 28-
"Accounting and Financial Reporting for Securities Lending Transac• 
tions:· The Plan implemented Statement o. 28 in the current )ear 
and retroactively applied it to the prior year. This ~tatement requires 
certain securities lending transaction, to be shown as an as!.et and 
liabilit) on the Plan ·s ,tatement of net a,,ets. Income. losse, and fee, 
resulting from securities lending tran,ac11ons are to be shown sepa• 
rately in the statement of changes in net a,set, available for benefiL'!. 
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notes to fi11a11tial statements (cont) 

2. Description of the STRS Plan 

Plan Membership - STRS is a mandatory 
s1a1ewide retirement plan for cenified 
1eachers and other faculty memberi. employed 
in the public schools of Ohio (the State) or any 
school. college, univer:.it)'. institution or other 
agency controlled. managed and supponed, in 
whole or in pan. by the tate or any political 
subdivision thereof. At June 30, 1996. the 
number of participating employer~ wai.: 

City school di~tnch ............................... 192 

Local school district\ ............................ 37 I 

County boards of educauon .................. 80 

Exempted village school districh ......... .i9 

Joint vocational schools........................ .is 

Univeri.ities and colleges ...................... 38 

County board~ of mental retardation 

and developmental disab11i1ies ......... 82 

State of Ohio.......................................... I 

Total ...................................................... 861 

Plan Benefits - Plan benefits are established 
under Chapter 3307 of the Revised Code. Any 
member may retire who has (i) five years of 
service credit and attained age 60, (ii) 25 years 
of service credit and attained age 55, or (ijj) 30 
years of service credit regardless of age. 

The maximum annual retirement allowance, 
payable for life, is the greater of the •'fonnula 
benefit" or the "money-purchase benefit" 
calculation. Under the "formula benefit." the 
retirement allowance is based on years of 
credited service and final average alary, which 
is the average of the member's three highest 
years' salaries. The annual allowance is 
derennined by multiplying final average salary 
by 2.5% for each year of Ohio contributing 
service in excess of 30 years and by 2.1 % for 
all other years of credited service up 10 a 
maximum allowance of I 00% of final average 
salary. Members retiring before age 65 wilh 
less than 30 years of service credit receive a 
percentage reduction in benefit amounts. 

_/ ___ Slole Teachers Retirement SY5tem ol Ohio 

Under the "money-purd1ase bcnefil'' calculation, a member' 
contribution\ plu~ intcrc,1 at specified rates are matche-0 b, ill 
amount from contrihu1.·, employer funds. This total is the~ d 
by an actuarially detcm 11ed annuity factor to compute the rr 
annual retirement alhl\~ •ce. 

Since the Plan 1s tax-qt 
by Section 415 of the I, 

lied, benefits are subject to limib c 

'Tlal Revenue Code. 

After retirement, bend, ire increased annually by 3% oftlk. 
benefit at retirement il I cost of living as measured by the C 
Price Index ha., increa,, 11 least 3% in the previous calendar 
annual increase in the t ~umer Price Index is less than 39c. 
of-living increase is ,till 1id if cumulative increases in the C 
Price Index. lcs~ prev,m Ost-of-living increases, equal ore, 
Effective Sept. 27. 199(, ·gislation was enacted to entitle ber 
men ts to increase annu.il by 1hc greater of the amount of the 
the Consumer Price lndl llr the cumulative increase in prior 
previous cos1-of-living m..reases. up to a maximum of3%. 

A retiree of STRS or 01her Ohio public retirement systems is el 
reemployment as a teachcr fol lowing the elapse of two mon~ t 

date of retircmen1. Contrihutions are made by the reemployed• 
employer during the reemployment. Upon termination of reerr 
or age 65, whichever comes later, the retiree is eligible for ... 
purchase benefit or a lump-sum payment in addition 10 the v, 
retirement al lowunce. 

Death, Survirnrs' and Di~ability Benefits - A member with 
more years· credited scrvJl' who becomes disabled (illness or 
preventing individual·\ ability to teach) is entitled to a disabil' 
Additionally. monthly hem·fits are paid to eligible survivors of 
who die prior Lo retireme111 A death benefil or $1.000 is payali 
beneficiary of each decea,.·d retired member. Additional death 
coverage up 10 $2,000 can he purchased. Various other benefit, 
available to members· hcni:ficiaries. 

Health Care Benefits After Retirement -The Plan pro, i . 
hensive health care benefits to retirees and their dependenh 
includes hospitalization. physicians' fees, prescription drui; 
reimbursement of monthly Medicare premiums. Pursuant r 
Revised Code. the State Teachers Retirement Board (the Ret1 
Board) has discretionary authority over how much. if any. ot tl 
atcd health care costs will be absorbed by the Plan. Benefit re, 
required to pay a portion of the heaJth care cost in the fom1 01 

monthly premium. 

Under Ohio law, medical costs paid from the funds of the Plan -
included in the employer contribution rate, currently 14% of c, 
tion. The Retirement Board allocates employer contributioll!> e, 
of covered payroll to the HeaJth Care Reserve Fund within the 
Trust Fund from which p:iyments for health care benefits are P 
care benefi1s arc not included in the pension benefit obligatiO[ 
balance in the Health Care Reserve Fund was $1,638.850,000 
$851,228.000 at June 30, 1996 and 1995, respectively. 



The ne1 health care costs paid by the Plan were 
approximately S 176.773.000 for 1he year ended 
June 30. 1996, and $165,767.000 for the year 
ended June 30, 1995. Eligible benefi1 recipien1s 
101aled 86, I 32 and 83.136 at July I. 1996 and 
1995. re~pec1ively. As of Jul) I, 1995. 
$652.000.000 was 1ransfcrred from 1he 
Employers· Tru~I Fund 10 lhe Health Care 
Re~erve Fund 10 provide additional reserve\ for 
future heallh care benefils. 

upplemental Benefits - In December of 
each year. if the Retirement Board determines 
1hat ~uflicient fund~ are available, a lump-wm 
,upplemental benefit paymcnl is made to 
eligible retirees. The payment is based on the 
retiree's years of service and date of retire
ment. TI,e amount of the payment may vary 
and is not guaran1eed from year to year. 
Approximately $41.750,000 and $34,567,000 
\\ere paid as supplemental bcnelits in Decem
ber 1995 and 1994, rcspec11vely. 

Refunds - Upon termination of employme111, 
a member may withdraw accumulated contri
butions made to STRS. Wi1hdrawal cancels the 
111dividual's rights and benelits in STRS. 
Employer contributions to STRS are not 
refundable. 

3. Funding Method and 
Contribution Requirements 

STRs· funding policy provides for periodic 
employer and member con1ribu1ions at rates. 
c,pressed as percentages of covered payroll, 
1hat "ill accumulate assets ~ufficient Lo pay 
bcnefi1s when due. Employer and member 
contribution rates are establi~hed by the 
Retirement Board and limtted by Chapter 3307 
of 1he Revised Code to 14'k and I 0%, respec
tively. of covered payroll. The rates are 
c-1abli\hcd by the Retirement Board based 
on a valuation of the liabilities of STRS by 
1h actuary. 

The ac1uarial valuaiion used the projected 
henefit me1hod with level percentage entry age 
normal CO\t and an open-end unfunded 
actuarial liabili1y to calculate the projected 
henefit obliga1ion and to determine the period 
o\Cr which the unfunded liabilit) would be 

amortized (based on present fixed employer 
and member contribu1ion rates). The signili
cant ac1uarial assumptions u~ed to compute the 
projec1ed benefil obi igation are 1he same as 
1hose used to compute the standardized 
measure of 1he pen,ion obligation. 

Effec1ive for the July I. 1996, actuarial 
valuation. the payroll grow1h assumption was 
reduced from 5% to 4.5%. The change in the 
payroll growth assumption eliminated $472 
million in actuarial gains prior to the change. 

Con1ribu1ions consisted of 1he following 
componentsasofJuly l.1996and 1995: 

Member normal COM 

Employer: 
onnal cost 

Amortization of 
unfunded actuarial 
liability 

Health care benefits 

Total employer 

1996 1995 

9.30'k 9.Joq 

5.44% 5.44'k 

6.56'k 6.56~ 

2.00% 2.00% 

14.00'k 14.00% 

Normal cos1 is the amount necessary to linance 
benefits earned by members during the curren1 
service year. 

The actuarial calculation resulled in an 
unfunded liability for funding purposes that 
would liquidate over a period of 28.4 years at 
July 1, 1996, and 29.3 year~ al July I, 1995. 
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Con I ribution requirements based on covered payroll were appro~1 
$917 .5 l0.000 and $885.787 .000 for employen, and $609.489.000 
$588.416,000 for members in 1996 and 1995. respective!}. Ac1ua. 
contributions recorded were approi-1ma1ely $1,002,441.000 and 
$956.284,000 for employers and ,c, lS.716.000 and $624.812,000 for 
members in 1996 and 1995. re,p..:1 el). The difference~ are pnl!W' 
due to program~ whereby memb.:r 'ld employers can purcha-e 
addi1ional years of service credit. 

4. Funding Status and Progress 

The amounts shown below as the ' ,ion Benefi1 Obligation (PB01 "? 

standardized disclosure mem,urc\ he pre,ent value of pension 
benefits cs1im.ucd to be payable 11, • future as a resuh of member 
service to date. The PBO is adju\t~ ·or the effects of composite 
projected salary incrca,es. The me re is 1he actuarial present \aluc of 
credi1ed projected bcnefih. exclu<l health care benefits. and " 
intended to help users assess the lu1, ling status of the Plan on a gomg• 
concern basis. assess progress mad~ m accumulating sufliciem :IS'-ebt 
pay benefits when due. and make c, nparisons among public emplo~tt 
rct irement sy~tems. The measure " independent of the actuarial fun.Ju: 
method used 10 determine con1ribu11ons to STRS discussed in Note 3. 

The PBO wa, detennined as part of actuarial valuations at July I. 19¥
and 1995. Significant actuarial a,sumptions for the July I, 1996and 
1995 valuations were a~ follows: 

Rate of return on 1he invcs1nwn1 
of pre,ent and future as,ets 

Projected annual salary incrt,1ses 

Postretiremenl life expeciancies 

Preretirement life expecwncies, 
rate, of withdrawal from ,ervice 
before retirement other than death, 
rates of disability and rates of 
retirement age, 

Annual postrc11rcmen1 
benefi1 incrcai.es 

Member contnbu11on rate 

Employer contribution rate 

7.50% 

9.25% at age 20 
to 3.251« at age 65 

1983 Group 
Annuity Table 
with one year 
'>Ct forward for 
women 

Actual Plan 
experience 

9.30% 

14% 



At July I, 1996 and 19'>5, the unlunded pen'1on benefit obhg,11ion wru. S7 .167 ,854 and 
8.0():\,759. 

re,pecthel}, ~ follow, (dollar amount\ in thou,ands): 

1996 1995 

umber of umber of 

Member., Amount Members Amount 

Actuarial present value of projected 
bcnefit- pa}able to current retiree, 
,md bcneficiarie, 86.132 18.420.596 83.136 16.745.090 

\ctuanal pre..ent , alue of 
projected benefit\ payable to 
terminated ,e.,ted member. 17.373 1.155.968 17 .o 13 1.127.845 

Total 103.505 19.676.564 I 00. 149 17,972.935 

Actuarial pre~cnt value of credited 
projected bcnefih for plan member..: 

Member contribution~ 5.325.610 5,038.570 

Employer financed ve-,1ed 5.908.916 5.358.374 

Employer tin.meed non,c ted 7,798.551 7.741.472 

Total (124,045 and 125.549 ve,1ed 
member.,; 146,156 ,md 140,238 non-
,e,ted member, at July I. 1996 
and 1995, rC'>JX!t:llvely) 270,301 19,033.078 265,787 18,139.416 

Total member-, 373,806 365.936 

Pen,,on benefit obligation 38,709.6-t2 36.112,351 

ct as,ct, available for benefit, 
(e,cluding health care reserve,) 
al co,t (market value: 
1996- 34.634,087. 
1995 $30.861.914) 31.541.788 28.108.592 

Unfunded pcn~ion benefit obliga11on 7,167,854 8,003,759 

In .idJ111on.1here "ere 11.228 .inJ 7,,1'6 rttmplo)ed rc11ree, included in the actuarial ,aluation a, of 

Jul) I 1996 and 1995. rc,pectively. 

~ 
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nous to Jma,u,.il statnnmts ",0111.) 

5. Funds 

Variou, funds were e,tablished under the 
Revi,cd Code to account for con1nbu11ons. 
resenes, income and administr.ui,e expen,~. 

• The Teachers· Savings Fund (TSF) is u,ed 
to accumulate member contribution, in tru,1. 

• The Employer,· Tru,t Fund (ETF) is u,ed to 
accumulate employer contribuuon, m trust. 
ETF includes as1>ets allocated 10 the Health 
Care Reserve Fund from which payments ror 
comprehensive health care benefit, are 
made (see ote 2). 

• The Annuity and Pen,ion Reserve Fund 
(APRF) is the fund from which all annuiuci. 
and pension payment, 10 reured member-. 
are made. Reserves arc tr.in,ferred to this 
fund from the TSF and ETF funds at the 
time of retirement. 

• The Sun h or.· Benefit Fund i, the fund 
from which all survi\or benefit payments 
are made for which reserve, have been 
transferred from the Teacheri, · Savings 
Fund and the Employers· Tru!>t Fund. 

• The Guarantee Fund I med 10 accumulate 
income derived from gifts. bequest, and 
investments for the ) ear. 

• The Expense Fund i, the fund from which 
all expen~ for the admioi,trauon and 
management of STRS are paid. 

After interest is allocated 10 the various fund,. 
the Guarantee Fund and the E>.pen,e Fund arc 
clo-ed into the Emplo)crs' Tru,t Fund at 
)Car-end. 

At June 30, 1996 and 1995. net a,,ets available 
for benefits were included in the various fund, 
a\ follows (in thou,and,): 

6. Commitments and Contingencies 

STRS ha, m.idc comm11mcnh to hmd '1lrWln 

real e,1a1e in,c,tmenl\ 101alin11 appro\tnwelj 
$456.900,(l(lll and 39 t .:HO.ClOO at June 10, I 
and 1995. 

In Octol>cr 1 "96. the board pa,-.ed a n:,olu1iOQ 
that pro, Ilk lump-sum wpplememal bencfn 
pa)menh 1 .,: paid 10 ehg1ble retiree, m 
Occembe• 16. Estimated payment, 10 be 
arc $44 mill n. 

STRS 1, .1 p ) in variou, laY.~uits. Wh1 ~ the 
final outu cannot be detcnnint.'d at th, 11 
managcmcn1 1, of the opinion that ihe hah1l,1) 
if any, for 1h,,e legal ac1ion, will not ha\e • 
materit1l adh:r\C effect on the net as,eb .a, 
for benelih. 

7. Cash and Investments 

The inve,1ment authority of the Re1ircmcn1 
Board " governed by Section 3307 .15 ol the 
Revised Code that aho requires the Re11n:l11Cll1 
Board to pubt1,h its inve,1ment polic1e~ annu 
and make copies available 10 interested panics 
This ,cction require that investment, be l1l3dc 
with care. ,kill, prudence and diligence under 
circum,tance, then prevailing that a prudent 
per~on acting in a like capac11y and fam1har" 
~uch matters would u~ in the conduct of an 
enterpri,c of a like character and with lt(..e a1 
It further provide, that the Retirement Bo.ird 
invest in bond\, note,. certificates of mdcbccd 
nc,,, mortgage note~. real e,1a1e, stocb .md 
debenturc, with certain restrictions as to th.: 
nature and quality of the invesrmeot and com 
po,ition of the mvestment portfolio. The Ret 
ment Board ha~ further reMricted ime,unent 
10 the nature and quality of the itwe,tment and 
compo,i1ion of the investment ponfoho 

1996 1995 

Teacher,· Sa, mg, F·und S 5.!!6.:?,:?'iO S "i5U.MU 

(:mplo:rer...' Tru,1 Fund I 1.155520 9.)50,128 

Annuny and Pcn,ion Rescne l·und I S.731.377 14,326.668 

Sun 1, or...· Bene I II 1-'und -Bl.491 401,:\40 

Total s:n.1 K0.6:18 $29,6 I 1,K20 ----- ------

-- - S1011 T eodie11 blirlllllflf Systt111 of Ofi1t 



Investments held by STRS at June 30, 1996 and 199S are summarized as follows: 

/11 Tho11sa11d.1) June 30, 1996 June 30, 1995 

Fair \farkel Fair Market 
Category Cost V11luc Cost Value 

Shon-tcnn 
Commercial paper $ 2.149.244 S 2.149,244 $ 839,535 s 839,535 
Government note, 10,000 10,()()() 60,614 60.490 
Repurchase agreemenh 24.000 24,000 

Total ,hon-tenn 2,159,244 2.159,244 924.149 924.025 

Fixed income: 

Guaranteed mongagcs 4.208.751 4.205.753 4.482,752 4,552.866 

U.S. government and 
govcrnmen1al agencies 4.946.233 5.252.176 4.547.163 5.167,194 

Corporate bonds 2,297.860 2,286.050 2.493.226 2.529.346 

Canadian bond, 428.045 430.240 349.150 360,592 

Municipal bonds 1,217 1,290 1,400 1.539 
~ 

Toial fixed income 11,882.106 12,175.509 11.873.691 12.611.537 

Common and preferred stock 12,853.531 I 5.431,424 12.450.775 14.595,050 

Real e,tatc (sec Note 8): 

Panicipating mongagc, 154.337 170.616 162,844 170,01 I 

Muhitcnant properties 1.118.510 1,070,639 1,107,650 1.011,084 

Joint ventures 492,974 468.325 385,429 338.444 

Sale-lcaschad.s 228.439 229.385 249.988 240,860 

Separate account, 243,819 431.148 148.939 335,516 

Real e,tate investment tru,11, 202.215 213.911 161.523 157.956 

Other 56.528 51,043 60,005 59,496 

Total real estate 2.496,822 2.635,067 2.276.378 2.313,367 

Venture capital 35,491 38.867 25,132 31.462 
International 3,170,844 3.410.895 1.693,974 1.669.226 

Total investments $32,598.038 $35,851.006 $29,244.099 $32.144,66 7 

Fair market ,aluation-Stoch traded on a national securities exchange arc valued at the clo,mg pnl."e 011 the la.,t 
bu,inc.,_, day of the lhcol year, -iocl.., trnded over the counter arc valued at the clo..mg bid pn..:e. ill> reOectcd b) 
NASDAQ. on the la,,1 business day of the !heal year. mtemational inve,unent!>are ,alued by the ,ubcu,todian using 
n:le\'ant clo,mg marl.cl pri~ and exchange r.ites: U.S. govcmmcm and governmental agenC) secunuc,. bond,. 
cet1ain guaranteed m0t1gagc,, and shon-1em1 corpor.ue and government no1e, are , alu~-d OO'><.-d on mformauon from 
an mdepcnd.:nt '>Crvicc organiuuon for 111,ututional investor.: guaranteed mongage, are valued ba.sed on their 
coupon rate relati,e to lhe coupon rate for ,imilar mongages on the 13.!>t bu,mess day of the li.,.;,tl )Car. ,hon-t.:rm 
ca,h equivalent investment, an:,1ated at amonilcdco..t "hich appro,im:ue-, marl.cl, alue: realc!'otatc i, "alucd ba.«..'<l 
on appr.u..ah performed b) mdcpendent Jppmiser-. or. for propertie'-not apprai;,ed. at the present value of the 
proj(.-c1cd future net income ,tn:am: and vcnrurc c-apital i, ba.scd on values c,tabh,heJ b) -.tlu,11100 commmc.:,. 

1996C.,,.._,,_.., ,._..,l.,i 
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1101ts to J111a11rial statrmmts (co11t.) 

Statement o. 3 of the Govenunental Account
ing Standard, Board require,; governmental 
entitie, 10 categorize investmenl\ ,I!> .m md,ca
tion of the level of rn,k at f,-.cal )ear-cm.I. 
Category I include, investments that arc 

8. Real Estate Investments 

insured or regi,tcrcd or for ,vh1ch the secuntie, 
are held b) STRS or 11\ agent in the name of 
STRS. Categol) '.? include, unin,urcd and 
unregi,tered in,estments for which the ,ecuri
tics are held by the counterparty', trw,t 
department or agent m the name of STRS. 
Category 3 include~ unmwred and unregistered 
mve,tmenh for \\-hich the -.ecurities are held h)' 

the counterpart) in STRS • name or held b) the 
counterparty'~ tru,t department or agent but not 

m STRS' name. 

General . STRS propcrtie, are geoi;ra(iti
call) dl\tnbutcd The real e,tate imei.tmcru 
mcludc retail ,inglc-tcnant \!Ores and nu! 
~ingle and muh1tcnant oflicc ,pace, ,mglc 
multitcnant warchou,es. apartment, and o<hct 

All mvc-.rment, ,ubJCCt to categoriLallon at 
June 30, 1996. meet the criteria of Category I 
lnvestn1en1<, are held in the name of STRS or 11\ 
nominee by the Trea~urcr of the State of Oh10 
us custodian. Real e,tate investments and 
venture capital fund, arc 1mesimen1, that. b) 
their nature. are not required to be ca1egori1cd 

STRS participates in a ,ccurny lending program 
"'hereby ,ccuriuc, are loaned 10 inve,tmcnt 
broker'>/dealers (borro"'er). Secunue, loaned 
are collateral11ed by the borro\\cr at 10'.?'l of 
the loaned securitie, · market value. The 
program i-. :idmini~tered by a custodial :igent 
bank. STRS recel\e, a fee from the borrower 
for the use of loaned ..ecuritie,. STRS ha, 
minimized ib expo,ure to credit n,k bec,1u,e of 
borrower default by havmg the cu,todial agent 
bank detennme dail> that the required collateral 
meet, 102,.., of the mark.el ,alue of sccuntic, on 
loan. The marl-et value of -.ecuritie loaned at 
June 30. 1996 and 1995. "'~ 5986 million and 

I.'.? billion. respectively. 

ParticipatinA '\1ortgages - Participatmg 
mortgage, con,i,t principally of monga,:, 
commercial office ,pace. Fi,ed mtcre\l r.it 
arc generally one 10 t\\O ixrcentagc po1m1 
belo\\- the prevailing marl-ct r.11e at the 1nccp-
1ion ot the mortgage in e~change for 
p:.irt1cipa11on in the net cash flo"' gencraicd 

by a prOJCCI. 

Mullitcnant and Sale-Leaseback -
Mul111cnan1 properues :md ,ale-leasebilCl 
arrangement\ cons"t of real e<,1ate lea...:d 
,ubJed to operating le.1,e,. which con,t'-1 
principally ol" commercial office ,pace. rt 
\lore ,pace and warehouse -,pace. 

R ElT!> - Real est.Ile mve,tment tru,b 
(REIT,) are real estate company ,1cx:k,"' 
high dividend-income component. Rf.IT, 
divide the ownership of the real estate c011-

puny and its proper11es among all the 
,harcholder~. REIT~ are required to d1smt ... 
95'7. ot the compan) , taxable mcome 10 
,harcholder'>. Oi,tribution, are ta:1.ablc 1, 
,harcholder,; r.ither than the real cst:.itc com-
pany. STRS i\ exempt from federal and ,1~1 

mcome taxc,. 

At June 30. 1996, the baro. cash balance wa, 
9,716.000. Of the bank. balance. $100.000 \\a, 

insured b) the Fec.lerul Deposit lnwrancc 
Corpor.ition. lhe remaming bank balance was 
covered by collateral held m the name ot STRS' 
pledging financial m,1i1u11on. '" required b) 

,1a1e s1aru1e. 

Separate ccounts, Joint Ventures and 
Other - Separate accounb con i\t of group 
annuity conm1cts and group 1rus1s. Joint 
,enturc, are co-ownership arrangemcnb "'11 
other mve,tor,. Other real e'1ate include, 
,yndicated mongages cons1s1ing of land 
:icqu1s11ion co\l!> and mortgage recei,abks 
relaung to the tinancmg of building . 

~- S.ttT..-nlelir__,S,swaofObit J 



9. International Investments 

Externally Managed - STRS has investments 
111 in1ema1ional cqui1y securi1ics through 1he use 
of cx1ernal money managers. II is 1he intent of 
STRS and the money manager<, to be fully 
invested. however, cash and shon-term fixed-
111come invc.<,tments arc held temporarily. The 
ponfolio~ are managed in accordance with 
1 ,irious mandate, based on Morgan Stanley 
Capital lmernational's (MSCn indices. Invest
ment\ are held in both international developed 
.ind emerging markets. 

Internally Managed: 
<.:ountr) Fund ln1cstments- During liscal 
year 1996, STRS began actively invei.ting in the 
emerging markets through traded country funds. 
Each country fund con,isL, of individual equity 
,ccuritie, pooled together in an a11cmp1 to match 
or exceed the local cou,my's benchmarks. 

Europe, Australia and Far Easl (EAFE) 
Index Fund -To increase exposure in the 

international developed markets. STRS began 
investing in the EAFE Index Fund during fiscal 
year 1996. TI1c EAl"E Index Fund purchases 
foreign equities. futures and other traded 
investments to replicate the makeup of the 
EAFE benchmark. 

Emerging Markets Free (EMF) Index Fund 
- Also during liscal year 1996, STRS used 
investments m the EMF Index Fund to gain 
expo,urc in the emerging-market countries. The 
fund invests in foreign equities, swaps and other 
1raded investments to imitate the EMF Index . 

EAFE Equity waps - Two international 
equity wap agreement-. were contracted during 
liscal 1996 with maturity date~ in liscal 1997. 
In exchange for a negotia1ed LIBOR (London 
lnterbanl.. Offered Rate). STRS will receive 
dividend~ and! the difference in lhe change in 
the EAFE Index at maturity. Commercial paper 
equal to 1hc initial notional amount of the 
equity swaps have been set aside as security. 
Two equity swap agreemen1s were contracted in 
liscal 1995 that ma1ured in fiscal 1996. 

The cost and market value of international investments held at 
June 30, 1996 and 1995 arc (in thousands): 

1996 1995 
Cost Market Cost Markel 

Externally Managed: 
ln1crna1ional s1od.s S 1.357.750 $ 1.477.093 s 936.060 $ 926,211 

ln1crna11011ul fixed 
income 13.861 14.027 9,767 9.574 

lntemaiional currency 
and liq111di1y reo,erve, 114.354 I 13,1!78 145,009 142,395 

Total ex1emally m:,nagcd $ 1.485,965 S 1.604.998 S 1.090.836 S 1.078.180 

lnicmally l\,,'lanaged: 
Country lunds 107.958 107.285 

EAF-E index fund 750.014 ii 16.386 

EMF' in<leA fund 253.142 278.550 

EAFE equit) w,ap:, 573,765 603.676 603.138 591.046 

Total internally managed S 1.684.879 S 1,805.897 s 603.138 s 591.046 

Total international $ 3.170.84-1 S 3.410.895 S 1.693,974 S 1.669.226 

1996 (omp,IMllln't ..., Finandll ,.,, 
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1101ts to f1111111cit1! st11tt111mts (rn11t) 

10. Derivative Financial Instruments 

Equity S" ap Agreements - As discussed in 
ote 9, STRS has entered into rwo 

international equity swap agreements. No 
funds are required as colJateral by either pany: 
however, STRS has purchased shon-term 
investments equivalent to the initial exposure 
which are located in a subcustodiaJ account at 
The Bank of ew York. The market risk of the 
swap is the same as if STRS owned the 
underlying stocks tliat comprise the indexes. 
The net interest revenues and expenses 
resulting from these agreements have been 
recorded in the financial statements. Sec Note 
9 for the related equity swap cost and market 
values as of June 30, L 996 and 1995. Equity 
swaps were also used in the EMF Index Fund 
during 1996, as discussed in Note 9. Of the 
total EMF Index Fund holdings at June 30. 
1996, approximately $14.1 million were 
invested in swap agreements. 

Forward Contracts - Currency forward 
contracts were used to specifically hedge yen 
exposure as a result of the equity swap 
agreements. Additionally, forward contracts in 
various currencies were used 10 transact and 
hedge direct foreign equity investments of 
STRS through the U'-e of external money 
managers. STRS is obligated to deliver the 
foreign currency at a certain dolJar price 
ometime in the future. To full111 this 

obligation at maturity, STRS must obtain the 
currency in the open market. Before the 
contract matures, STRS can enter into an 
offsetting forward contract that nets out the 
original contract. These events expose STRS to 
currency market risk. which at Limes can be 
volatile. AL June 30, L 996 and 1995, 
outstanding yen forward contracts totaled S50 
million, expiring December 18, 1996, and S 115 
million, expiring December 18. 1995. 
respectively. et realized forward currency 
gains on yen forward contracts amounted to 
$10.8 million and $2.9 million in 1996 and 
1995, respectively, and have been 
appropriately recorded to the financial 
statements. The external money managers 
hedged S394 million and S99 million of 
currency exposure in various currencies with 
varying maturities, as of June 30, 1996 and 

l 995, respectively. et rcali,cd fol'\l,arcl 
currency gains on the external!> managC'd 
contracts totaled S4.7 million and SI Im. 
in 1996 and 1995, respective!), and ha1e 
properly recorded to the financial state~ 

Futures - STRS had investments in 
S&P 500-indcx future<, during the 1995 fi 
year. Index furure are designed 10 offer 
coM and more-efficient ahemati1es 10 bu\ 
the individual Mocks. The market and cri , 
risk of the futures were the same as if STR~ 
bad owned the underlying stocks that COIT 

the index. From July 199-1 to March 1995 
there were futures ranging from $35 mill 
$107 million. et realized gains of$8~ 
million in 1995 have been recorded 10th( 

financial Statements. Additionally. future, 
used in the EAFE Index Fund during ti,,_;u 
year 1996, as described in ote 9. Of th.: 1 

EAFE Lndex Fund holdings at June 30. I 
approximately$ I0.5 million were imestcd 
futures. 

Options - STRS writes option contract, 1 

enhance the return on the stock ponfolio. In 
exchange for a premium. STRS gives the 
option buyer the right to buy or sell the 
underlying stock. The option contract p,:cifi 
the stock price and the expiration date of 1 

option. Starting January 1996, STRS beg 
recognizing gains from option transaction, 
a ~culement-date basis. which is not maten 
different from a cash-based recogni1100 nt 
option income. 

11. Deposits 

The treasurer of state has entered into an 
agreement with a bank that provide~ STRS 
with various banking services, prmided 
that STRS maintains compen ating balan 
to cover the costs 10 the bank in uppl) mg 
the specified services. For the years ended 
June 30. 1996 and 1995. such compensat1 
balances averaged approximately S27.495 
and $13,305,000, respectively. The cost o 
banking services was approximate!) 
Sl,526,000 in 1996 and S1,288,000 in 199 
The increase was primarily a result of int 
tional investing. 
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12. State Appropriations 

From lime 10 1ime. the legislature of the state 
ha~ increa ed benefit payments to retirees. In 
certain in tances. concurren1 wi1h 1he passage 
of such legislation. a provision for paymen1 
of these benefits through future Mate appro
priations has been made. The unrecorded 
present ,alue of future siate appropriations 
for these benefits at June 30, 1996 and 1995 
was approximately $12.652,000 and 
$14.755.000. re!.pectively. 

STRS received approximately $2,698.000 and 
$3.035.000 from the state for these increased 
benefits paid for 1he years ended June 30, 1996 
and 1995. respectively. Funding for these 
increased benefit, is 011 a pay-as-you-go basis 
by the s1a1e. 

13. Pension Plan 

Substantially all STRS employees are required 
to participate in a contributory retirement plan 
administered by the Public Employees Retire
ment System of Ohio (PERS). PERS is a 
co t-sharing, multiple-employer public 
employee retirement system. The payroll 
for employees covered by PERS for the year 
ended June 30. 1996, was approximately 
S16.997.000: STRS' total payroll was approxi
mately $17.443.000. 

Eligible emplo)ees are entitled 10 a re1iremen1 
benefi1, payuble monthly for life. equal to 2.1 % 
of their final average salary for each year of 
credi1ed service up to 30 years and 2.5'k for 
each year of ,ervice over 30 years. Final 
average salary is the employee· s average salary 
over 1he highest three year~ of earnings. 
Benefits fully vest on reaching five years of 
service. Vested employees may retire at any 
age with 30 years of credited service, at age 55 
with a minimum of 25 years of credited 
service, and at age 60 with a minimum of 5 
yem of sef'\ ice. Employees retiring with less 
than 30 year<, of service and under age 65 
receive reduced retirement bencfi1~. Benefits 
are eMablished by state !>Lalute. 

Employees covered by PERS arc required by 
Ohio s1a1u1e 10 contribute 8.5% of lheir salary 
to the plan. STRS b required by the same 
tatute 10 contribute I 3.55~ of covered 

payroll: 8.44~ is the portion used 10 fund 
pension obligations, with the remainder used to 
fund the health care program for retirees. The 
Plan's contributions 10 PERS for the years 
ended June 30, 1996, 1995 and 1994 were 
$2.303.000. $2,022.000 and $1.830.000, 
respec1ively. equal 10 the required contl'ibu
tions for each year. The e contributions 
repre~ented 13.55 'k and 8.5% of covered 
payroll, respectively. There were no changes in 
actuarial assumptions, benefi1 provisions, 
acruarial funding method or other ignificant 
factors for 1he most recent actuarial study. 

w .,, 
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In add11mn 10 pcn:.ion benefii-. PERS ri 
po~tcmploymenl health care bencf1i-. 
accord,, e with ~talc ,1a1u1e~. 10 all cmr 
\\-ho rct with IO or more )Ca~ of qlWI 
Ohio ,~ cc credit and to dN1b1ht) 1tt1 

Al Dc1:~ her 31. 1995, the pl.in had &ppr.-: 

ma1el) ~.000 pamcipant,. 

A pon 1 '1f each emplo)'er', cootnbouon 
PERS ,, ·t a,ide for the advanced r 
po,1e1111 yment health care Of the P ,, 
emplo> pa) roll contributed b)' STRS 1 

PERS.-; I<:{. or appro:t.ima1el) $869.CJ• 
the port, ., u\Cd to fund health care. SIJ 

rates cqu I the actuarially cktermin ... -d c 
tion rClllllremenh. 

The a1:tuarial present value of accrued 
po,tcmploymenl benefits was detenruncd 
b.i,ed on the entry age normal method · 
funding. Significant actuarial a,sumpu ·. 
in the December 31. 1994. valuation (mo, 

rccenl available) ,,ere: (a} mvc,trncnt r•·
rc1um ol 7 .75~. (b) no change m 1hc n. 
of active employee,. (c) ba..e pay rate 11 ~ 
of 5.2S'H related to inflation and annU.11 
pay increase~ of Oll to 5.1 %. and (d) ha! 
c,1re mcrca.,es of 5.25% annually. 

The total of PERS' actuarial present ,.ii . 
.iccrued poMcmploymcnt benefi~ as of 
Decemher 31. 1994. was $7 .95 billion. Toe 
a,~.., available for these benefits at th~t 
were $6.84 billion. 

Ten-year hi torical trend infonna11on o.: 
10 provide information about STRS' pr 
made in accumulating ~ufficient as-,e1-, i. 

benefits when due b presented on Page, 



supp)e,nen tary iriformation on 
~-u1alysis of funding progress 

Ior the years ended June 30, 1987-1996 
(Dollar Amoums in Thousands) 

l: nfundtJ Ptn'1on 
Unfonded Bc~fit 

!\et A,<.cr, Pensoon Pcn"on Annual Obli~atinn a,., 
Ava,lnblc llcncfit Percentage Benefit Co,cred l'crccnrn11c ol 

Fi,;cal Year for Benefits• Obhgation Funded Ol:>ligation Payroll Co,crcd Pa)roll 

1987 (unaudited) SI 2.589.487 $17,600.461 72% $5,010,974 $4,133,831 121% 

1988 14,258.680 19,324,598 74C'/c 5,065.918 4,380.287 116% 

1989 ** 16,057,321 21,978.477 73% 5.921.156 4,657,975 127% 

1990 17,902.141 23,744.659 75% 5,842,518 4.974.442 117% 

1991 19.655.034 25.812,754 76~ 6.157.720 5,272.709 117% 

1992 21.785.970 28,113.954 77o/c 6.327,984 5,598,238 113% 

1993 ... 24.247.020 31.464,007 77% 7.216,987 5.816.:?09 124% 

1994 26.438,248 34.481,460 77C'/c 8.043.212 6.060.828 133'k 

1995 28.108,592 36,112,351 78% 8,003,759 6,327,049 127% 

1996 31.541.788 38,709.642 81% 7,167,854 6.553,642 109% 

Tht fol/Ok,.,,, ommmtJ a,·e ;,, tJ,ousamh 

At co<1 (..,c Note I 10 Onancinl .imcmcnl<). facludcs a>Sct> allocated to 1he Heahh Care Re..,nc Fund. 

.. In fi~ul year 1989. plan benefit pro~1sions -.,~ amended to 1(1('ttase 1hc btnefit formula. lllc ;1mcndmem mcrcl.led the pension bcnefil c»hpllon'" fiKII 
19~9 b) appro'1matcl) S608.000. 

••• Ccnim ac-tuan•I 1~\ump1ions u,cd to compute the pen5ion bc.ncfi1 obhg1mon 'Acre changed cffe..:&1\·C Jul) I. 1993 The effect ohhe,;.c th\Ump1100 chJngc, "'' to 
inaea-, 1hc p<n<ion txncfil obligauon ,n fiscal 1993 by appro\lma1cly S789.400. 

Analysis of the dollar amount~ of net a set~ 
available for bcnelits, pension benefit obliga
tion and unfunded pension benefit obligation in 
isola1ion can be misleading. Expressing 1he net 
as~cll, available for benefits as a percentage of 
the pension benefit obligation provides one 
indication of STRS · funding sta1us on a going
concern basis. AnaJy~is of 1his percentage over 
time indicates whether 1he system is becom.ing 
financially stronger or weaker. Generally. the 
greater this percentage. the stronger 1he 
re1irement sys1em. Trends in unfunded pension 
benefit obligation and annual covered payroll 

are both affected by inflation. Expressing the 
unfunded pension benefit obligation as a 
percentage of annual covered payroll approxi
ma1ely adjusts for the effects of inflation and 
aids analysis of STRS' progress in accumulat
ing assets to pay benefits when due. Generally. 
the smaller this percentage, the stronger the 
retirement syMem. 

The actuarial as~umptions used in the 
computation of the pension benefit obligation 
are revised periodically based on STRS' 
experience. 

1996 Comp1eht111ntAnnaol Finoooal t.,i 
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supplenuntary injor111ation on revenues by 
source and expenses by type 

For the yellrs ended J1111e JO, 1987-1996 

(In Tl11111samlsJ 

Revenues by Source 

\!ember EmplU)Cf lmc~,1 

F"cal Year Con1ribu11oru Contnl>uuom 111<\'lfN" 

1987 (unaudited) S384.490 $614,989 Sl.798,~05 

1988 396,655 676,536 1.49-t- '5 

1989 • 423.639 703.773 1.617.1% 

1990 455.264 754,726 1.663.600 
1991 •• 511,269 793.132 1.719.115 

1992 •·• 548,841 862,655 2,294.646 

1993 564,005 869,862 2.W4,523 

1994 589.186 902,299 2.211,241 

1995 ••• 624.812 956.284 2.340.907 

1996 635,716 1,002,441 1,664.683 

Expenses by Type 

Ft-cal '!'tar Rene 11, 

1987 (unaud11ed) ··············"·················· ....... $763.052 

1988 ······••-■•••·"··· .. •••••••••••••••••••• 
845.476 

1989 ......................................... 925.557 

1990 ·················"······················ 1,009.464 

1991 ············ ............................. 1.111,877 

1992 ••• ········································· J.226.R43 

1993 ......................................... 1.323,643 

1994 ··············"·"·'''"'''''"'""''''' 1.403.843 

1995 ......................................... 1,526.915 

1996 ......................................... 1.681.637 

Tltt f<>ll<>K In( a""•un,s art in tlwt<s.lnds 

S1.11r 

6.142 

5.7~ 3.392 

5.287 3,46ll 

4.876 3.9l4 2 

4.490 3.841 

4.099 4.540 

3,755 5,180 

3,396 4.805 

3.035 6.00X 

2,698 6.782 

RcfunJ, Adnum,1ra11on 

Sl7.232 SI 1.245 S791 

15,526 13,610 

17,695 16.291 

17.070 20.415 

18.088 29.486 

17.488 28,956 

16.386 35.870 

18,235 38.770 

21.233 38.926 

24.118 37.747 

• Effecuve Jul) I. 1988. the member con1rtbu11on rate ,,.a, mctta.~ 10 8.77'l from 8.75'\ of compcn,auon 
The effect "a.< an 1ncttase ,n member con1nbu1ton~ of S768 for fiscal )enr 1989. 

•• Effccme Jul) I, 1990. the membercontnbuuon rate,.., ,ncrcasc,d 10 9.2S'l from 8.77'l of compcnsauon 
The effect v,a, an 1ncttasc tn member comnbuuon, ofS25.309 for fiscal year 1991. 

••• Effccu,e July I, 1991, m,e<tment lldmm,,1r1111,e cxpcn<e, att dcduc1cd from gross m,e,1men1 income . 

•••• Effccmc July I. I 99-1. the member contnbuuon n11e ... , mere~ 10 9.30't, from 9.25'\ of compcnsauon 1lx, 
effect v.u 1n mcrea~ in member con1rtbu1u>n, of S3.16-l for fi~al year 1995. 

- - - - - -- - -- _______________ ....... 



supple1nentary information on e1nployer contributions 
For the years ended June 30, 1987-1996 (Dollar Amounts in Thousands) 

Employer Annual Covered Emplo)cr Contnbut,ons a, Percentage 
Fiscal Year Contributions• Payroll o( Annual Covered Paymll 

1987 (unaudited) s 614,989 $4,133.83 I 14.88% 

1988 676,536 4,380,287 15.45% 

1989 703,773 4.657.975 15.11% 

1990 754,726 4,974.442 15.17% 

1991 793. 132 5,272,709 15.04% 

1992 862.655 5,598,238 15.41% 

1993 869,862 5,816,209 14.96% 

1994 902,299 6.060,828 14.89% 

1995 956,284 6.327.049 15.1 l'l-

1996 1,002.441 6.553,642 15.30% 

EmplO)Cr contnbution, included payments under voluntary rcurcment inccnti\•e plan\. 

supple11ientary information on investment sun11nary 
}'ear Ended June 30, /996 (In Thousands) 

Carrying Value Pun:ha-es Sale,. Carrying Value Marl.ct Yalu.: 
its of and Rcdempuon, as of a, o( 

Investment Category June 30. 1995 Accrei,on, and Accruals June 30. 1996 June 30, 19')6 

SHORT TERM: 
Commercial paper $ 839,535 $34,581.325 $33,271,616 $ 2,149,244 S 2,149,244 
Government note, 60.614 50.614 10,000 10,000 
Repurchase agrccmen1s 24,000 166.000 190.000 

Total short-term 924. 149 34.747.325 33.512.230 2.159.244 2,159.244 

FIXED INCOME: 
Guaranteed mongages 4,482,752 1.076.003 1,350.004 4,208,751 4.205.753 
U.S. government and 

governmental agencies 4,547.163 3,294,582 2,895.512 4.946,233 5.252.176 
Corporate bond, 2,493.226 1.191.818 1.387.184 2,297.860 2.286.050 
Canadian bonds 349,150 183,151 104,256 428,045 430.240 

Municipal bond, 1.400 183 1,217 1.290 

Total fixed income 11,873.691 5,745.554 5.737.139 I 1.882,106 12,175.509 

COMMON AND 
PREFERRED STOCK 12.450.775 6,284,579 5.881.823 12.853,531 15.431.424 

REAL ESTATE: 
Participating mortgages 162,844 218 8,725 154.337 170,616 
Muhncnant propcrt1e~ 1.107.650 141,075 130.215 1,118.510 1.070,639 
Joini ventures 385.429 113.600 6.055 492,974 468,325 
Sale-leaseback\ 249,988 2,000 23,549 228.439 229.385 
Separate account, 148.939 109.558 14.678 243,819 431. 148 
Real C\late inve,tment trusts 161.523 58.938 18,246 202.215 213,911 

Other 60.005 1.465 4.942 56,528 51.043 

Total real e~Late 2,276.378 426.854 206.410 2.496.822 2.635.067 

VENTURE CAPITAL 25.132 11.536 1.177 35,491 38.867 
INTERNATIONAL 1,693.974 8,325.833 6,848.963 3,170.844 3,410.895 

TOTAL INVESTMENTS $29.244.099 $55.541.68 I $52.187.742 $32.598,038 35.851.006 

'"' C.aiprebeasmA-' liaacill ltplft 
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supplen1en tary infonnation on 
adtninistrative expenses 

For the yearr ended June 30, 1996 and 1995 

Personnel: 
Salanel, and wages 
Retirement contributioni. 
Benefit!. 
Total personnel 

Professional and 
Technical Services: 
Computer !,uppon services 
Health care !.Crvices 
Actuary 
Auditing 
Legal 
Total professional and technical services 

Communications: 
Pol,tage and courier services 
Printing and supplic, 
Telephone 

Total communication, 

Other Expenses: 
Equipment repairs ,md maintenance 
Building utilities and maintenance 
Transponation and travel 
Equipment rental 
Depreciation 
1nwrance 
Memberships and subscription!. 
Retirement study comm1's1on 
Miscellaneous 
Tomi other expen\es 

Total Administrative Expenses 

1996 

11,774.816 
1.519.705 
1.995.236 
5,309.757 

7.441.01 I 
789.484 
322,085 

63.366 
65,185 

8,681,131 

1,438,303 
2,530.287 

405.972 
4,374.562 

957.444 
642,092 
445.813 

2.332.580 
3,803,031 

251.650 
108.027 
195.748 
645,606 

9.381,991 

S37,747 .441 

1995 

S10.-12,,023 
IJSl,8"7 
1,740.98" 

13549, 

11.261 .,., 
555.7~~ 
292.7 .. s 
l 79,f4 
187.3114 

12,477.26" 

1,478,250 
1.878.3 

34258~ 
3,699.195 

1.338.45" 
s11,n 
386.4 

2.465.70 
3,1 7,6' 

263.Q.. 
94.IH 

148, 
737 ... ~, 

9.200.0-19 

S38.926. ~ 

ote: Above amounts do not include Investment Department administrative expense, ,...hich 
deducted from invc,m,cnt income. 

Stall TIO<lln Rerirtmtnl Sysltffl of Ohio 



supplen1e11 tary itiforn1atio11 on cash receipts 
and disbursenunts 
For the years ended June 30, 1996 a11d 1995 
(/11 Tlw11sc111dJ} 

Cash Balance 
Beginning of year 

Add Receipts: 

Member contribu1ions 

Employer comribulions 

Miscellaneous contribu1ions 

lmeres1, rent an<l dividends 

Investments sold or matured 

Tornl cash receipts 

Less Disbursements: 

Benefit payments 

Administrative expenses 

Investments purchased 

Refund~ 

Fixed asset purchases 

Towl cash disbursements 

Cash Balance 
End of year 

1996 

465 

640,564 

998,194 

9,817 

1.307,590 

54.364.644 

57.320,809 

1.683,297 

41,996 

55,563,207 

24.118 

3,654 

57.316,272 

$ 5,002 

1995 

S 16,805 

613,865 

945,603 

9.404 

1.383.525 

43.723.359 

46,675.756 

• -
1.532.515 

41,080 

45.093.856 

21.233 

3,412 

46.692.096 

$ 465 

19" ~-- filllOII bfort--
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BUC" 
CONSULTANTS 
One NOlth Frankin,. Suite 3500 
ChlC8go 11~n01s 60606 

November 4. 1996 

The Retirement Board 
State Teachers Retirement System of Ohio 
275 East Broad Streec 
Columbus. Ohio 43215 

Ladies and Gentlemen: 

This report presents the results of 1he annual actuarial valuat 
Teachers Retirement Syscem of Ohio (STRS) as of July I. 1 
3307 .20 of Chapcer 3307 of che Ohio Revised Code The valu 
benefits co which members are entitled. including pension a1 

The valuacion was based on the accuanal assumptions and m, 

mcludmg a valuation mcerest race of 71/1. % per annum con 
mechods are unchanged from che prior valuacion with the cl'. 

which was reduced co 41/1. % 

)f the assetS and liabiliues of lhc 
prepared in accordance with Se:1Q1 

1 takes into account all of the pr 
rvivor benefitS. 

s as adopted by the Board of Tn:. 
'1ded annually. The assumpuo~ 
tion of the payroll growth assure 

Assets and Membership Data 
The individual data for members of the System as of the valu~ .10 date were reported 10 the acn..: 
STRS While we did not verify chc daca at their source, we dtd crfonn cests for internal consisceni: 
reasonability. The amount of assets m the trust fund caken tr o account in the valuation was bast,d 

statements prepared for us by STRS. 

Funding Adequacy sand members, 2% is dedicated 1otbc 
benefitS. The valuation indiatcs 

payment of the promised pcm~ 
ded accrued liability by 0.9 years fr 
4 years). 

Currently. of the 101al conmbucion race of 23.3% from empto, 
health care fund with 21. 3 % remaining for pension and survl\ 
the concribution rate of 21.3 % is sufficient to provide for ti 
survivor benefits. while reducing the funding period of the unf 
last year's fundmg period, (i.e .. reduced from 29.3 years to 2 

The valuauon indicates that for the fiscal year ending June 30. 1 J6 the acruarial experience of STRS ns 
favorable and generated net actuarial gains of S516 million. 1 h Board elected to use $44 million : 
actuarial gain to fund the supplemental benefit payments co reurees 10 be made during December 1996 
The remainder was used to reduce the payroll growth assumpuon to 4

1

h %. 

Financial Results and Membership Data 
Detailed summaries of che financial results of the valuation and membership daca used in preparin: 

valuation are shown in the valuation report. 

To the best of our knowledge. this report is complete and accurate and has been prepared in acootdmcc 
with generally accepted actuarial principles and practice. 

Respectfully suhmt11ed, 

~ )tc~ 
Kim M. Nicholl. F.S.A. 
Consulting Actuary 

KMN:rh 
lS'1\A 161 1.AOl 

Buck COnaultanta, Inc. 
312 I 332-2285 Fax 312 1 332-5245 

Stott Ttochen RetirMMftl Syllffl ti Olle 



staten1ent of actuarial assu111ptio11s and methods 

financing Objccli\'C: To establish contribu1ion, a, a level percentage of actl\'e member payroll 
-.\hich. when invested. will be sufficient 10 provide ,pecified benelns 10 STRS members and 
-ce1irccs. 

lnterest Rate: 7_5q per annum, compounded annually. {Adopted 1993) 

Death Aflcr Retirement: According to the 1983 Group Annuny Monah1y Table (Projection 
1992-Scale 1-1). with no ~ctback in age for male, and one year ~cl forward in age for female,. 
Special mortality tables arc u~ed for the period after d1l,ability retirement. (Adopted 1993) 

Future Expenses: The a,,umed in1eres1 rate is net of the anticipated future adminis1rofr,e 
expenses of the fund. 

Actuarial Cost Mel hod: Projected benefit method with level percentage entry age normal cost 
and open-end unfunded a,crued liability. Gainl> and loi,ses are renec1ed in the accrued liability. 

Asset Valuation Method: A three-year moving marl..e1 average value of as',Ch that spreads the 
difference between the actual inve~1mcn1 mcome and the expected income (based on the valua11on 
interest rate) over a period of three years. (Adopted 1993) 

Pa) roll GrO\\ th: 4.5c< per annum compounded annually. (Adopted 1996) 

Separations From Active Service: Reprcsenuuive values of the ai.sumed rates of separation and 
annual rates of salary increase are ai. follows (adopted 1993): 

Age Withdrawal Death 

20 
30 
40 
50 
55 
60 
65 
70 

20 
30 
40 
50 
55 
60 
65 
70 

.()684 

.0524 

.0236 

.0120 

.0122 

.0130 

.0130 

.0453 

.0479 

.0198 

.0119 

.OIOI 

.0093 

.0098 

.0004 

.0006 

.0010 

.0033 

.0053 

.0080 

.0136 

.0244 

.0002 

.0003 

.0005 

.0013 

.0020 

.0033 

.0055 

.0093 

uperannuation 

30 
Years 

Sen ice 
Disability Retirement 

MEN 

.0003 

.0009 

.0054 .2588 

.0077 .2381 
.2846 
.4399 
.4140 

WOME' 

.0005 

.00 I 2 

.0048 .2588 

.0070 .2588 
.3002 
.4658 
.4140 

25-29 Under 
Years 25 Years 

Sen·ice Service 
Retirement Retirement 

.0495 

.0675 .0765 

.3600 .2565 

.3600 .3150 

.0900 

.1305 .1440 

.3600 .2970 

.3150 .2700 

alary 
lncrea~e 

.0925 

.0725 

.0525 

.0405 

.0375 

.0350 

.0325 

.0325 

.0925 

.0725 

.0525 

.o.io5 

.0375 

.0350 

.0325 

.0325 

199' {ap"dllllffl AMual fioalldal leport - --l 

I 
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schedule of me1nber valuation data 
1987-1996 

Acthe Members 

Valuau<>n 
AnmwJ,1«1 Sal~ .\nnual ~ Lncreasc D:ne ,umber (In 1hou--anJ,1 A,cr.ige Pay in A,erngc P } 

1987 150.607 $4.074.129 S27.051 7": 
1988 152.200 4,336,723 28.494 5c· . ' 
1989 153.830 4.624.119 30.060 5 C 

1990 157.650 4.9-U.916 31.347 4% 
1991 160,012 5,237,832 32.734 4o/t: 
1992 162.898 5.509,947 33.825 3% 
1993 165,71 I 5.742.577 34.654 2% 
1994 167.770 5,986,084 35,680 3'1-
1995 166.623 6.110.218 36,671 3"c. 
1996 166,927 

C 
6.307, 142 37.784 3% . 

C 
r 

schedule of retirees and beneficiaries 
1987-1996 

Retirees and Henelicluries 

Annu•I ~ lncrcaM: ,n A,erage Valua11011 
Allowau<t~ Annual Annual D.ate ,umber 1 ,nahou'I. Js• .\llo"' ance, \llowanccs 

1987 62,819 $ 640.~66 9~ SI0.197 
1988 64,957 713,028 11% 10,977 
1989 66.453 773,"\39 8C:. 11.637 
1990 68.739 854.536 IQ<f 12.432 
1991 70,583 938,137 IIY, 13.291 
1992 72,599 1.029,952 HY, 1-UX7 
1993 74.230 1,120,770 9~ 15.099 
1994 77.405 1,230.671 ICY', 15.8W 
1995 R3,136 1.434.032 17'l 17.141,l 
1996 86,132 1,579,771 10% 18.341 

a 
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summary of accrued and urifunded accrued liabilities 

1987-1996 
(Dollar Amoums i11 Tho11sa11ds) 

\,...er~ a, linfundeJ \nnual l ,\La, 
AggrcgJIC <lf of Accrued AC.ll\'C "- of 

Valua1ion Accrued Valuntton Accrued L1ab1ht1c, Member AnnuahLcd 
Date Liabilittc,• A,..ci- Liab,litic~ (UAL") l'ayrull 

1987 $19,291.792 $12,911,072 67% 6.380.720 4,074,129 157<:f 

1988 21,372,968 14,613,182 68% 6,759,786 4,336,723 156% 

1989 23,618,688 16.407,002 69% 7.211.686 4,624.119 156'1-

1990 25.883.339 18.242.453 70~ 7.640.885 4.941.916 155'1-

1991 28.109,360 20,094.849 71 'l- 8,014.512 5.237.832 153't 

1992 30,800.238 22.536.343 73% 8.263.895 5.509.947 150% 

1993 34A88.976 26,259,447 76"} 8.229.529 5.742,577 143'1-

1994 36,871.809 28.543.410 77% 8.328.399 5,986,084 l39~ 

1995 39,987,175 31.416,677 79% 8.570.498 6.110.218 140% 

1996 42,766.912 34.569,651 81~ 8,197.261 6.307,142 130% 

•Based on the ac1unrial method used for funding purposes, which 1> different from the <iandard measure of the pcn~ion benefit obligation prc\l:nbcd by 

Governmental Accoun1ing Standard, 8011rd Srntemen1 No. 5. 

solvency test 
1987-1996 
(Dollar A111011111s i11 Tho11sa11ds) 

Aggregate Accrued Liabilities For: 

( I) (2) (3) Portion of Accrued 

Active Retiree, Active Members l.iabiltt1e, Cov.:,reJ b) 

Valuation \1cmbcr Jnd (Employer Financed \ aluation Valu:uum A,sc1> 

Date Contributton, Bencfictancs Ponton) A<sets ill !ll 

1987 $2,900,598 $ 7.079,880 $9.311.314 $12.911.072 100% 100% 

1988 3,153,950 7,932.553 10.286.465 14.613.182 100% IOOC"f 34Ck 

1989 3,446.312 8.618.907 11.553.469 16.407.002 IOOl"k 100'1 38% 

1990 3,729,945 9.576.506 12.576,887 18,242,453 100% 100% 39% 

1991 4.076.990 10,440.584 13.591.787 20.094,849 100% 1ooq 41% 

1992 4.434,876 11.506.994 14,858.368 22.536.343 IOOl"k 100~ 44% 

1993 4,798,350 12,869,723 16.820,903 26,259.447 100% 100% 51% 

1994 5.158.561 14,025,124 17,688,124 28.5-B.4l0 100% IOO<"i 53'k 

1995 5.533.684 16.745.090 17.708.401 31Al6.677 100% IOO'i, 52q 

1996 5,862,250 18.420.596 18,484.066 34.569.651 100% 100~ 56% 

1994 (oaipnheam A--' f...-1 l.,t 
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summary of benefit and contribution provisions 

I 
I 
I 
._/ ____ State Teachers Retifement System of Ohio 

Eligibility for Membershi,p 

Immediate upon commencemem 
of employment. 

Service Retirement 

Eligibility 
Age 60 with five years of service. or age 55 
with 25 years of service, or 30 years of 
service regardless of age. 

Benefits 

Greater of (i) 2.1 % of final average salary for 
the three highest paid years. mulliplied by 
years of total Ohio service credit except that 
for years of Ohio contributing service credit 
in excess of 30, a calculation percentage of 
2.5% will apply; or (ii) $86 multiplied by 
years of service credit, and adjusted by the 
following percentage: 

Attained 
Age 

58 

59 

60 

61 

62 

63 

64 

65 

Years 
of Ohio 
Service 
Credit 

25 

26 

27 

28 

29 

30 or more 

Annual salary is subject to a limit of 
S200,000 as adjusted under Section 
401(A)(l7). 

% of 
Base 

Amount 

75% 

80% 

85% 

88% 

90~ 

91% 

94% 

95% 

97% 

100% 

Maximum benefit -The lesser of: (a) 100% 
of average annual salary for three highest 
paid years; or (b) the limit as established by 
Section 415 of the Internal Revenue Code. 

Minimum benefit -The sum of the annuit) 
provided by: (a) the member's contribution 
with interest, (b) a pension equal to the 
annuity. and (c) an additional pension of S40 
multiplied by the number of years of prior 
service and military service. 

Effective July I, 1994, member contributions 
arc credited with 6% interest compounded 
annually. 

Optional Forms of Benefit 

Option I - I 00% joint and survivorship. 
Reduced retirement allowance payable to the 
member and continuing for life to the 
member's sole beneficiary (named at retire
ment) after the member's death. 

Option 2 - A joint and survivorship annuity 
payable during the lifetime of the member, 
with the member"s sole beneficiary (named at 
retirement) to receive some other portion of the 
member"s annuity after the member's death. 

Option 3 -The member's reduced retirement 
allowance provided under Option I or Option 2 
is to be pajd for life to the member's sole 
beneficiary (named at retirement) after the 
member's death. ln the event of the death of 
the sole beneficiary or tennination of marriage 
between the retiree and sole beneficiary. the 
retiree may elect to return to a single lifetime 
benefit equivalent. available for an actuarially 
computed charge as detennined by the Retire
ment Board. In the case of tennination of 
marriage. the election may be made with the 
written consent of the beneficiary or by court 
order. 

Option 4 - A life annuity payable during the 
lifetime of the member with a guarantee that. 
upon the member's death before the expiration 
of a certain period. the benefit will continue for 
the remainder of such period to the beneficial). 
Joint beneficiaries may receive the present 
va.lue of any remaining payments in a lump
sum settlement. If all beneficiaries die before 
the expiration of the certain period, the present 
value of all payments that remain are to be paid 
to the estate of the beneficiary last receiving 
benefits. 

Optfon 5 - A plan of payment established b) 
the Retirement Board combining any of the 
features of Option I, 2 and 4. 



Disability Retirement/ Allowance 

Disability Retirement 

Eligibility: 

Amount: 

Membership before July 30, 1992, and elec1ion of the 
benefit. complelion of five or more years of service. 
under age 60 and permnnently incapacitated for the 
performance of duty. 

(I) Annuil) "ith a reserve equal lo the member's 
accumula11:,I ·ontribu1ions. plus 

(2) The dit l ·nee between (I) and the greater of 2% 
of the avcr,H salary during the three highest paid 
years or $8( mes total service plus years and month~ 
from dn1c ol isability to age 60. Maximum allowance 
is 75% of 111 I average salary. Minimum allowance i\ 
30% of fina ,verage salary. 

Disability Allowance 

Eligibility: 

Amount: 

Membership af1er July 29, 1992, or membership 
before July 30, 1992. and election of this benefit, 
completion of five or more years of service and 
permanently mcapacitatcd for the performance of duty. 

The grea1er of 2.1 % of the average salary during 1he 
three highest paid years or $86 times total service. 
Maximum allowance is 60% of final average salary. 
Minimum i11lowance is 45% of final average salary. 
The disabili1y allowance payment terminmes at age 65 
(or laier of payment begins after age 60). After 
termination of the disability allowance, the member 
may apply for service retirement. 

Death after Retirement 

Lump-sum payment of $1,000 upon death after service or disability 
retirement. 

Survivor's Benefit 

Eligibility 
Upon death after at least I 1/l years of credit for Ohio service with at least 
1/J year of such service in the 2 Yz years prcced ing death or upon death of 
a disability retiree. 

Benefits 
If member is eligible for retirement. spouse or other sole dependent 
beneficiary may elect to receive Option I benefit in Lieu of return of 
contributions. 

If member is not eligible for retirement, certain designated beneficiaries 
may elect to receive the following benefits in lieu of return of contribu
tions: 

% of \\erage 
,umber of Annual Salar) \lioimum 
Qualified for Three Highe,t Annual 

Oependenh Paid Years Benefit 

25':f S 1.152 

2 40~ 2.232 

3 50~ 2.8n 

4 55% 2.832 

5 or more 60% 2.832 

A minimum benefit of a percentage of final 
average salary based on years of credited 
service ranging from 25% with 19 years of 
service to 60% with 29 years of ~crvice. 

Qualified beneficiaries arc spouse. dependent 
children and/or dependent parent~ over age 65. 

Refund of Contributions 

A member's contributions without interc~t are 
refunded upon tem1ination of employment 
where no other benefit is payable. Upon death 
after retirement or upon death of a survivor in 
receipt of benefits. the member's accumulated 
contributions at retirement. less payments 
made. are returned to the designated 
beneficiary. 

Cost-of-living Benefits 

The basic benefit is increased by 3% each year 
provided the change in the Consumer Price 
Index equals or exceeds 3%. 

Health Care 

Retirees. their spouses and dependents are 
eligible for a comprehensive medical expense 
health care plan as may be offered by the 
Retirement Board and which is subject 10 

changes in tem1s and conditions from time to 
time. 

Contribution 

By members: 
9.30% of salary effective July I. 199-t 

By employers: 
14% of salaries of their employees who are 
members. 

1996 (Otlljlrehensivt AMual filoooal Repo,1 



benefit expenses by type 
1987-1996 
(In Tho11wnds> 

f1,.;al 
Year ~r.1,c 01,.;ibibl) Sur."°' Surrlemcn1al lkal1h 

I:ndcJ Rcuremcnl Rcllrcmcnl Bcnd1L, lknet,1 ( .u, Other Total 

1987 s 562.873 S 46.941 521.260 $35.347 95.367 1.264 763.052 

I IJSll 621.379 51.855 23.058 41.298 105.950 1.916 845,.176 

1989 678.448 57.132 25.171 15.780 l::?6.319 2.707 925.557 

1990 774.625 61,174 26.735 16.885 116.56• 1.482 1.()39.464 

1991 X'.!2.842 70.150 28,851 3X.l 10 170.5h3 J.l42 1.131.1178 

1992 897,259 76.378 30,726 28.815 189,784 3.11!\1 1.226.1143 

1993 985,024 83,888 32.804 32A89 187.318 2.L!O 1,323.643 

1994 1.083.335 92.091 35. 198 33.586 I 57,276 2.157 1.403.843 

1995 1.185.066 100.805 37.756 14.567 165,767 2.954 I.S::?6.915 

11196 t,307.482 109.250 40,283 41.750 176,773 6.099 1.681.637 

0 00 .... .... 

number of reporting employers by type 
1987-1996 

F1-..1I Cal) l.ocJI Cuunl~ facmp1cd Vo,,111onal ~ C<•llcgc, Count) 'i1a1c 

,- \dVk) 1 S.,t,o,I l:Ju,Juon V11la~c Tcd1n1c.1I ~ >,,1R.OD of 

l~J DNn<h D1,1n"1, Ser. ace C'cnlCI'\ 01\tnCh S,hool, ~ n1\.C't,1IIC'-.' 8oarJ, Ohio Total 

1987 191 376 87 49 52 34 • 790 

1988 191 375 86 49 50 36 • 788 

19119 192 3"'2 85 49 49 37 • 785 

1990 192 372 85 49 49 37 88 87'\ 

1991 193 371 85 49 49 17 88 87.3 

1992 193 370 85 49 51 .3S 88 872 

1993 192 372 81 49 51 .35 !\2 86.3 

1994 192 371 XI 49 41! 38 1!2 1:-162 

1995 192 371 80 49 41! 38 82 861 

1996 192 371 80 49 48 38 112 861 

•Count) 80:mh of \lcn11I Rc1.1rda1100 and 1x,clopmcn1al 01..;1b1h11c, .. ere addcJ ,h rcponmg ~mplO)C" 1n fi-cal )CM 1990. 

Sin J..-rs ,_...., S,stea ti Olio -----



selected funding injonnation I 
/987-1996 
(Dollar Amo11111s in Tho11sa11tls) 

I 
I 

A, PaHoll Unfun&d 

of (\in1ribu11on Rate l111eres1 Gr;, .. ,h Accrued funding 

Juh I "1embt-r Emplo)er .\1,.,umption A«umrtion I iabilit) • Pcru.J 

1987 8.75",f 14.00~ 7.75o/r 5.S()()C, 6,180.720 35.0 Yr... 

)988 8.7711 14.00% 7 .75'¥< 5.50<)'~ 6,759.786 35.0 Yr... 

1989 8.77"4 14.()()~ 7 .75'1r 5.8151< 7.211.686 345 Yr... 

1990 9.25'* 14.0<)% 7.75"'< 5.875% 7.6-10.885 34.0 Yr... 

1991 9.25% 14.00% 7.75% 5.8751
,( 1Ul14.512 33.5 Yrs. 

1992 9.25% 14.00% 7.75'7, 5.875'i 8,263.895 32.'i Yr,. 

1993 9.25% 14.()()% 7.50% 5.()()()'i 8,229.529 31.5 Yrs. 

1994 9.30% 14.00% 7.50% 5.000'~ 8,328.399 30.5 Yr.. 

1995 9.30% 14.00% 7.50'ii 5. ()()(Jo/c 8.570,-198 29.3 Yr.. 

1996 9.30'1" 14.00% 7.50¼ 4.500~ 8,197.261 28.4 Yrs. 

• facluding heahh care 

'"' c..,.i.sm..ililllcill ..,., 1 
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number of members: active) inactive) 
retirees and beneficiaries 

1987-1996 
Number of Members 

As 
or Active Inactive Retiree$ & Ben<:f1c,arics 

July 1 

1987 150,607 78.583 62.819 

1988 152,200 81,107 64,957 

1989 153,830 83,633 66.453 

1990 157,650 85,856 68,739 

1991 160,012 88,591 70,583 

1992 162,898 97.718 72,599 

1993 165,711 105,194 74,230 

1994 167.770 115.747 77,405 

1995 166,623 l 16,177 83,136 

C> 1996 166,927 120,747 86.132 
.,., 

assumed rate of interest and 
realized rate of return on assets 

1987-1996 
Realized Return on Book Value 

I 
I 
I 
'-/ --- Stare Tt«hm Reliremenr System of Ohio 

Fiscal 
Year 

Ended 

1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 

lnterc,t 
Assumption 

7.75% 
7.75% 
7.75% 
7.75% 
7.75% 
7.75% 
7.75% 
7.50% 
7.50% 
7.50% 

Interest. 
Rent, Capital 

Dividends Gains 

8.40% 7.87% 

7.50% 3.93% 

7.72% 3.15% 

7.74% 2.20% 
7.10% 2.09% 

6.62% 4.64% 
5.99% 4.45% 

5.11% 3.65% 
5.45% 2.99% 

4.81% 7.45% 

Total 

292.009 

298.264 

303,916 

312.245 

319,186 

333.215 

345,135 

360,922 

365,936 

373,806 

Total 

16.271k 
11.43% 
10.87% 
9.94'k 
9.19~ 

1 l.26~ 
10.44% 
8.76% 
8.44~ 

12.26% 



11u111ber of benefit recipients by type 
/987-1996 

Servi•·•• Oi,al>1hl) llcnch, 1anc• lte<Ct> 111s Sur" 1vor 

.\~ ot Jul) I Rc11rc111cnt Rcurcmcnt Opuonal \llo,.ancc• llcncfit> 1 otal 

1987 52.-HI 3.964 3.303 J,122 62,Xl9 

1981:, 54.17 t -UI' :u,o ,.2.m 64.957 

1989 55.2•-l 4.2% 3.569 l.154 66.453 

1990 57.01 I 4.50\ l.K~~ 1.WS 68.~N 

1991 51!.-P6 4.64' 4.001 _,.503 70.5K3 

1992 59.994 4.ino 4,274 J,501 72.599 

1993 61.515 5.020 4.47K J.217 74.230 

1994 63.1 li 5.217 4,7'9 4,267 77.405 

1995 67.989 5.711 4,941 4,495 83.1'(1 

1996 70.44 5.92' 5.206 4.555 86.13::! 

benefit recipients added to and re111oved from the rolls 
/995-1996 

Fi-.rul , car 

End~J llci:moong ,\t.ldmon, Dclctoons 

1995 77.405 9.071 3,340 

1996 1!3.136 6.188 3,192 

Data nut avaolahle tor fi,cal )C""' hcforc 1995. 

average 1nonthly allowance by type 
/987-1996 

Sm1,c 1)1.abtln) lkncftetinc, Rc,cl\lng 

.\ of Joi) I Rctirmlenl Rctorcmcn1 Optiorw Allo"'~ 

1987 !!71 1.027 599 

1988 941 1,081 643 

1989 l .OIX) 1.144 661 

1990 l.o70 1.215 699 

1991 1,147 1,288 740 

1992 1.227 1.359 770 

1993 1.304 1.433 803 

1994 1.388 1,504 843 

1995 1,510 1,603 886 

1996 1.608 1.688 931 

Sun"°' 
Bcnefiu 

526 
556 
581 
606 
637 
682 
748 
707 
732 
779 

l.ndmg 

K3.l36 

1!6.132 

.\,-cn,ge 

t\50 
91S 
970 

1,036 
I, 108 
1.18::! 
1.25& 
1.325 
1.437 
l,52X 

Im (omprtliem,,, .,,_ flaGlo<ial Report 
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investrnent review 
For the fiscal year July 1, 1995, through June 30, 1996 

trong finish to economic growth leads to 
second-best output in past seven fiscal years 
Stronger-than-trend economic growth during 
the second half of fiscal 1996 helped push real 
gross domestic product (GDP) up 2.7% for the 
entire fiscal year - a figure be11ered in the 
past seven years only by fiscal 1994 ·s robu~1 
3.6% grow1h. The increase was led by a solid 
rebound in residential inve!>tment. cominuing 
moderale supporl from personal consump1ion 
cxpendi1ures and an improvement in foreign 
1rade resuhing from slower impor1 growth. 

Real residential investment grew 9.7% during 
fiscal 1996 after investmem ac1ivi1y fell 5.69t 
1he prior fiscal year. lnvestmem was helped by 
a decline in mortgage rate!> and cominued 
strength in employment and income growth. 
Personal consumption, too, was helped by a 
decline in interest ra1es and strong income 
growth. Consumption grew 2.6% during fiscal 
1996 - a marginal improvement over the 
2.5% growth in fiscal 1995 but above the 
economy's long-term po1ential growth rate of 
abou1 2%. After repercussions of 1he late-1994 
Mexican peso devaluation were played oul, 
U.S. foreign trade improved during fiscal 1995. 
Real net exports deducted nearly a quarter of 
a poin1 from real GDP grow1h during fiscal 
1995, but added back abou1 a tenth of a poinl 
during fiscal 1996 - the first contribution 10 
realGDPsince 1991. 

The continuing moderate comribu1ion 10 real 
GDP growth from domestic final sales (which 
equals real GDP less invemory investment and 
net expons) led 10 a general drop in shorHerm 
interes1 rates. The Federal Reserve finished 
fiscal 1995 with a five-month period of steady 
mone1ary policy. The federal funds rate was 
last raised to 6% in early February 1995. By 
early July 1995, signs of slower domestic 
consumption forced the Federal Reserve to 
start lowering in1eres1 rates. Follow-up 
reductions in shon-term rates came in 

L Slolt Tea<hffl Retiremeol Srs,1111 of otlio 

December 1995 and January 1996. leaving 1he 
federal funds rate al 5.259{ at the end of the 
fiscal year. 

Long-1erm interest rates a111icipa1ed 1he 
slowdo"'n m economic activi1y during mo,1 
of calendar 1995. To adju\l for more moderate 
economic ,activity. 1he yield on the 30-year 
Trea\ury bond \lid to 6% by the end of the fir..t 
half of fi,cal 1996 from about 8% a1 the 
beginning of calendar I 995. During the second 
half of 1he fiscal yenr, a period in which the 
econom) grew by a robust 3.Jq. annuali.red 
ra1c, long-1erm interest ra1es shot b,1d. up 
1oward 7'l. Mortgage ra1e~ followed the lon!!-
1erm Treu,ury rates. reaching about 8.25% ~ 
al fi\cal year-end afler having fallen 10 7~ 
through the first half of the fiscal year. 

Consumer prices during fiscal 1996 grew 
wi1hin a narrow band of2.6% to 3.0%. ending 
the year al 2.75%. Price increases were very 
similar 10 that experienced in the prior fiscal 
year. However. broader price measures, like the 
gross domestic product price index, displayed 
even smaller innation pressures. The GDP 
price index fell to 2. I% by the end of the fr,caJ 
year, do\\11 0.5% from the fiscal 1995 when ii 
registered ti 2.6% growth rate. 

Because of tighter labor marke1s (and the 
likelihood of higher wage inflation) and 
budding food and energy price pressures. 
consumer prices will likely grow a1 a fas1er rate: 
during fiscal 1997. II is possible the consumer 
price index will finish the fiscal year above 
3% for the firs1 lime since 1992. Ye1, Lhe 
broader price measures will likely remain 
contained because 1hey allow for the subsrnu
tion of goods and services when relative price,. 
change. Economic grow1h will probably slo" 
1hrough most of the fiscal year from the s1rong 
pace exhibited in the second half of fiscal 
1996. Per,onal consumption hould moderate. 
while business inventories accumula1e. Foreign 
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trade should improve further because of slower 
dome!,tic demand for foreign goods. while 
foreign economies begin to show greater 
domestic grow1h, rabing U.S. expons. 
Go~ernment purchase~ of gooch and services 
,, ill continue to contribute only marginally 10 
101111 economic growth. ln ~uch an economic 
em ironment, vola1ility in interest rates should 
remain some,, hat tame. 

fhed-income returns again outpace 
benchmark 
:-.to\t interest rates rose modeMly by the end of 
the fiscal year compared 10 the beginning of 
the fiscal year. Generali). interest rates 1rack 
closely with market expcctmions for growth 
and in nation in the economy- rising when 
gro\\ th and inflation increa e and falling when 
they decrease. In the first half of the fiscal year. 
economic growth was below trend, causing the 
Federal Reserve 10 lower shon-1erm interest 
ra1es. The moderately lower rates put the 
economy on stronger foo1ing and allowed 
the Federal Reserve 10 keep monetary policy 
s1e.1dy for much of the fo,cal year's second 
half. 

Al the ,1art of the fiscal year. the STRS fixed
income portfolio's dura1ion was slightly longer 
1han 1he market's dura11on. Duration is a 
measure of risl., wi1h the market's dura1ion 
represcmed as I oort. The fixed-income 
ponfolio began 1he year a1 a duration of 
103%, expecting a modest fall in intereM ra1es. 
:--/car the middle of 1hc fiscal year. the s1aff 
reduced the ponfolio 'i. duration 10 96% 
because of its expec1a1ion 1ha1 interest ra1es 
\\ ould begin 10 rise. As rates rose through 
the second half of 1he fiscal year. 1hc relmive 
durauon was extended and finished 1he year 
31 l 14~. 

The net resuhs of trading during the fiscal year 
increa...:d the duration of the portfolio while 
maintaining a quality level of AA+. In addi-

tion. the share of the total fund allocated 10 this 
area was reduced to 34% at market from 
39.2%. U~ing the bool. value of sales and 
malunties as a mea,ure. turnover of the fixed
income portfolio rose to 56% from 47% the 
prior year. 

The shifting of the portfolio's duration added 
performance 10 the total STRS ponfolio. Since 
imere, t ra1cs ro5e and price declined over the 
period. the 101al return of the STRS fixed
income portfolio was less than the coupon 
return. The Lehman Brothers Aggregate Bond 
Index closely resembles the universe of 
investment allerna1ive~ for the STRS fixed
income portfolio. The benchmark returned 
18.47'l- during calendar 1995 versus STRS' 
fixed-income ponfolio 's return of 20'k. STRS 
performance reports follow the industry 
convention of reporting on a calendar-year 
b~is. A more complete report of STRS 
performance appears on Page 56. 

Domestic, international equity markets 
do exceedingly well 
In fiscal 1996, the Standard & Poor's Compos
ite Index of 500 S1ocks (S&P 500) had a 101al 
return of26%. The Dow Jones Industrial 
Average, fueled by the two largest companies 
(General Electric and Coca Cola). returned 
27 .05%. Both increases represent returns well 
over longer-term, norma.lized returns. The 
STRS domes1ic equity portfolio return\ over 
calendar 1995 appear on Page 56. STRS 
performance reports follow the industry 
convention of reporting on a calendar-year 
basis. During the calendar year. STRS equities 
rc1umed 29.17%, while the S&P 500 grew 
37 .58'H and the Dow Jones industrials Average 
rose 36.92%. Both the Dow Jones and S&P 
500 indexes continued their strong advance~ 
during fiscal 1996. Each index started its rapid 
growth pace during the second half of fiscal 
I 995. The first half advance during fiscal 1996 
was dominated by financial and noncyclical 

''" (oaprlNIM't...., liladll ...,_ 
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lnwstmmt Rrvirw (cont) 
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growth-oriented groups. These groups bene
fited from falling interest rates. low inOation. 
and weak economic growth in the founh 
calendar quaner of 1995. Conversely. 
economically cyclical. technology, and energy
oriented issues underperformed. Stock market 
leadership io the second half of fiscal 1996 was 
dominated by a narrowing list of Large 
capitalization growth issues as concerns over 
anemic economic growt.h continued. 

To lessen the risk inherent in relying on a 
single approach of stock ponfolio manage
ment, STRS has divided its equity holdings 
into groups that use complementary ap
proaches to stock selection. The valuation 
portfolio makes use of computer-driven models 
and fundamental analysis to select stocks 
which appear inexpensive. The industry index 
ponfolio concentrates on individual stock 
selection by the analysts within the confines of 
the S&P 500 industry weights. The growth 
portfolio selects stocks based principally on a 
company's ability to grow earnings in excess 
of economic growth. The small/mid-size 
company portfolio pursues investment opportu
nities in companies which are smaller than 
most found in the major indices. The passive 
index ponfolio mimics the S&P 500 by 
matching the names and weightings to get 
equity market exposure. 

As the stock market sysrematicall) advanced. 
STRS reduced the share of total assets allo
cated to equitie . At the beginning of fiscal 
1996. 45% of assets at market were in equities. 
As the stock market moved higher during the 
year. the staff believed there was a correspond
ing rise in the risk of ubpar future returns. 
That led STRS 10 move from an approximately 
neutral po ition toward the stock market to an 
underweighted one with 43% of a sets at 
market placed in domestic equities. 

The STRS common stock holding~. grouped b} 
economic ,ector. are shown in the <,ehedule of 
investment~ ~taning on Page 72. Equity 
inve,tment re,ults can be found on Page 56. 

The intemauonal equity markelS turned in a 
solid perfonnance for fiscal 1996, although 
they lagged the domestic equity markets for a 
second con,ccutive year. The STRS hybrid 
bench marl.. index. con~iMing of 75% of 1he 
MSCI Europe Auwalia Far East (EAFE) lnde:i. 
for developed marketS and 25~ of the MSCI 
Emerging Markets Free (EMF) Lndc~. rose 
12.16% for the fiscal year due 10 consistently 
strong perfonnances in all regions of the world. 
The perfonnance of STRS' international 
equities surpassed the benchmark perfonnance 
over calendar year 1995. growing by 7.37% 
while the benchmark rose 7.04%. Performance 
of the intemational equities portfolio on a 
calendar-year basis can be found on Page 56. 

The international ponfolio is currently at itS 
legislated ceiling of I 0% of 101al assets. This 
weighting 1s expected to remain stable over 
fiscal 1997, barring any legislative changes. 
The ponfoho·s hybrid benchmark, however. 
is expected to be adjusted on Jan. I. 1997, 
to a 50% EAFE/50% EMF split to obtain 
more exposure to emerging markets. STRS 
is currently carrying out a plan to increase the 
emerging markets share of international asseb. 
STRS anticipates investments io emerging 
markets will reach 45% of international assets 
by Jan. I. 1997. As in fiscal 1996. approxi
mately half of the international assets will 
remain with outside manager and half will be 
managed internally. 

Real estate assets continue lo grow 
In the fourth year of a real estate market 
expansion, a subtle shift in investors· mindset 
is occurring. An increasing number of panici-



pants belie-.c the real estate m. ket " no" 
maturing for thi'> busines-. cych:, rather thttn in 
reco,ef) from the depres,ing I >90 to 1993 
p,!riod. While no one is predicting an immi
m:nt repeat of th31 period, prud nt investor\ 
.;!'I! beginning 10 plan for the I vitable down
cycle that i, likely to occur thin• to five years 

1n the future. 

Return, for the STRS ponfoh 11a,e held 
,tcady from last year as remainmg vacant 
,pace has been leased and/or~ tended to 
t,ridee the ,ofter condition, forc\een due 10 
rcne~ed construction. Return, for the STRS 
real e,tate portfolio ,till c,cc, J thO'>C for the 
'ICREIF Property Index bem:hmark on a 
calendar-)ear ba'>is. The STRS ponfolio 
returned 8.9%. while the benchmark tumcd m 
a 7 .6'< performance. C\\ m,c,tmenl\ totaled 
$424 million during the liscal year. The net 
result of this high level of awv11y ha, been to 
keep pace with the growth in the total STRS 
ponfolio, leaving real e,1:11e a,set. at 7.4~ of 
total in,c tmcnts. More information concern
ing real es1ate perfom,ance "on Page 56. 

Total-fund rel urns continue to exceed 
long-term goals 
The annuali1ed rate of retm n for the total 
STRS fund wa 12.25"'<' during fiscal 1996. 
During calendar year 1995. the STRS fund 
n.:1umed 23.0791-. (STRS performance ,s more 
appropriately calculated on a calendar-year 
b.1,1s for adequate compamon w11h other 
r,!rfonnance publica11on\.) The rate of return 
for the five-year period ending Dec. 31. 1995, 
.... a, 12.:?3'(. >Aell above th<: 8~ ab,olute long
term retum goal and well ubove the relative 
h) brid ,ndex of mdu,tf) benchmark, which 
ro,e by 11.26%. The STRS fund also outpcr
lonned the hybrid mdc>. over a three-year 
period. growing by I I .25"i compared 10 the 
h:,-bnd mde>. 's I0.78'k. 

lnves tments 

The relative performance of STRS ponfohos 
compared 10 indu.,.,ry benchmark, aho 
continued 10 fare "ell. For the fi,e )Cars 

ending in 1995. the cquilie, ponfoho gre" b) 
an annuah1ed l6.23~. "h1le the S&P 500 
grew b) 16.611'.f and 1he Dow Jone~ lndu,trial 
Average grew by 17.56'k. The rcla11vcl) new 
international ponfolio outgained its h)bnd 
EAFE/EMF benchmark for a ~cond Mraight 
:,-ear. The STRS mternauonal ponfoho 
returned 7.37% in 1995. while the benchrnar\.: 
grew 7 .041'.t. Fi>.ed-income im e tments 
con1inue 10 exceed the Lehman bond inde, by 
:i full percentage point over the five-)ear 
period. Real ~1a1e inve~tment, outperfonncd 
the CREIF indc, by nearl) three percentage 
point'> m the pa,;t five )C3r'> and b) more than 
two-and-a-half percentage points in the pa,1 

three :,-ear.. 

The total return on STRS inves1men1 assets 
over the preceding fi\'C•)ear period exceeded 
the rate of inflation by nine-and-a-half 
percentage points. Over the three-)ear period. 
the return on STRS investment asset, has 
C"tcccded the in nation rate b) better than nine 

percentage point\. 
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C -0 .. .,, 

investnunt peiforn1ance 
(Total returns. a1111uali:ed) 

\ sn (ATl-'.GOR'i" 

EQUITIES 

l~TER"lATlO~AL 

FIXED lNCO\tE 

REALE TATE 

TOTAL FUND 

ASSHCATEGORV 

EQUITlES 

FIXED I COME 

REAL ESTATE 

TOTAL FU iD 

.\ SH CAH:GOR\' 

EQl.ilTIES 

FIXED 1:--.co~tE 

REAL ESTATE 

TOT AL FU,'D 

1-YEAR RETURNS (1995) 

STR RETllR' 

29.17% 

7.37% 

20.00% 

8.90% 

23.07% 

1'DF.X , \ \1E 

Standard t... Poor', ~00 
Dow Jone, lndu,triob 
SEl Pubh, \kd1an· 

Lehman Aggregate 

Real fatale Composite • 

S& P/Lchman/R E/lntcmauonu 1 • • • 
lnfla11on (GDP Dcflator 
SCI Public Median· 

3-YEAR RETURNS (1993-1995) 
STRS RETUR. 

14.21 % 

8.9S% 

7.68% 

11.25% 

I DEX AME 

Stund(lrd & Poor', 500 
Do\\. Jone, lndu,trial, 
SHI Public Mediun• 

S&P/Lchman/RE/ln1cma1 ~nat•** 
1nna11un (GDP Defla1or) 
SCI Publi, '-1ed1an 

5-YEAR RETURNS (1991-1995) 

STRS RET\,R' l'Dt:X ~ \\1E 

St.ind.ird A. Poor's 500 

16.23% 
Do" Jone, lndu,triuh 
SF.I Pubh, \1ed,an" 

10.53% 

3.71% 
S&P/Lchman/RE/ln1cma11onu1••• 

12.23% tnnauon (GOP Deflator 
SEI Public Median· 

'7 ~!\' 
36.92<:l 
30~ 

l8.47'it 

25. ll~ 
2.36% 

23.50~ 

INDEX RET\,Rl'-1 

15.34'ic 
18.91q: 
14.t!0~ 

8.07~ 

5.02'{-

10.71\~ 
2.20% 

10.'XYt 

NDEX RETl'R' 

16.61'l 
17.564 
15.90'l-

9.41S'k 

0.91~ 

IU6'k 
2.65't 

ll.70'k 

STRS long-term policy objective (5 years) 
EQUITIE : 8%-10% FIXED l~C0\1E: 6'k-7'k REAL ESTATE: 8%-9% TOTAL FUND: 8% 

SEI Put>hc Funds coosl\l of 1~ funJ\ v.11h a median size of $4.9 b1lhon. STRS 1< a S35 b1lhon fund. 'The median fund has an a,cragc comm1tme111 

10 ~•oc~~ of SI'%-. 
• The Real Esrn1e Compo,11c benchmark\ are calcula1cd u"ng the STRS Compo\lte Index for all periods bcainnmg on or af1er fan. 1, 1996. and 

u,,ng only the 'CREIF Propcny lnJc< for all pcnoos before Jan. 1, 1996 

• • A h)bnd of cquny. f,J{cd mcomc. mtcmauonal and real cMatc yanl\11c~s 



su1n1nary of invest,nent assets 
1s of June 30, 1996, 1995 a, 1994 
1D01/ar Amo11111s in Tho11scmd1) 

1994 

1996 
1995 

Hook Markel Book Markel Book \larkel 

Y11l c Value 'k \alue 
Value \alue ':t 

Shon-Term Liquidity S 2. 159 14 S 2.159.244 
924.02~ 2 l)C, s 462.328 s 460.203 1.7% 

Re~rvcs 
Guaranteed 

\1ortgage~ S 4,20 7~1 S 4.205.753 
14 2'1 S 4,215.769 .u,1.146 15, I 'l< 

Fixed Income 
U.S. Government 

& Agencic, 4,941:>.2.'3 5.252.176 4.547.16' S 5,167.194 16.1% 4.771 ,642 4.90'1.9'7 

Corporate Bond, 2.297.860 2,286,050 6.4% 2.49,.226 2,529.346 7.9'1 2,822.2112 2,1113. ''17 

Canadian Bond, 42SJ)45 4'\0.240 , _2"{ 349.150 3fl0.59:! 1.1% 667.2li6 6fl3.6~6 2 4'J 

Municipal Bonds 1.217 1,290 
1.5'9 0.0% 

1.74!1 ll.O'J 
..,. 

0.0% 1,400 
1.645 

.... 

Total Fhcd Income SI 1.882,106 Sl2.l75509 34.0% SI 1,873.691 Sl2.6i l.5'\7 39.3'l S\2.478.624 12.523,864 4S 7 

Equity 
Common and 

Preferred Stock S\2,!1''1.531 $15.431.424 43.0<J Sl2.450.775 S14.595.050 45.4'7< SI 1.411.307 SI 1.9'.'3 ►~44 ,H.6'J 

Reul Esmtc 2.~96,822 2.635.067 7.4% 2,276,378 2.313.367 7.2'l 1.7011.967 1.699,858 6.2"'r 

Venture Capitul 35.491 38.1167 0.1~ 25,132 31.462 O.~ I 9J\68 26.75ll 

Total Equit) S 15.385.844 $18.105,358 S0.5% $14,752.285 $16.939.879 52.6"; S 13.140.142 SIJ.660.160 

lntemational S 3.170.8"4 S ,.410.!195 9.5'1 S 1.693.974 S 1.669.226 s 712,150 s 1,s.211s 

Total Ln,estmems• S32.59lt0'8 S '5 J\51,()()6 100.0% $29.244,099 $32.144.667 \(X),Q<r, S'.26.793.244 S2D112.512 100.0<', 

•Doe, 001 include colloteral on \oBned secunues. 
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investnunt distribution 
By Market Value as of June 30, 1996 

Common 
Stock 
(43.0%) 

■ Equities 

D Fixed Income 

0 Real Estate 

D International 

Real Estate 
(7.4%) 

International 
(9.5%) 

Treasury & 
Agency 
(14.7%) 

Guaranteed 
Mortgages 
(11.7%) 

Canadian 
(1.2%) 

Corporate 
Bonds 
(6.4%) 

Short-Term 
Liquidity 
Reserves 
(6.0%) 



; 11vest1nent objective and policy 
cE!fectire J1111e 20, 1996) 

General Policy Statement 

Introduction 
The State Teachers Re1iremen1 S 
h governed b) a board of nine 1 
broad starutory powers. The ill\ 
function is ve\ted in the board a 
Section 3307 .15 of the Ohio Re\ 
Revised Code). Section 3307. I 

Revised Code requires the boarl, 
in regular meeting, policies. obj, 
criteria for the opera1ion of the 
program. Amendmen1s and add 
policy :,hall be adopted in reg.ul 
The~e policies and regula1ions, 
under 1his au1hori1y. 

,n of Ohio 
..:rs wilh 
nt 
forth in 
Code 
he 
.. adopt 

,, or 

mem 
to 1he 
Cling ... " 

!opted 

In addition 10 the inveMmcnt futK ll•n. Section 
3307.15 of the Revised Code abo ,1,;ts fonh the 
fiduciary respon:,ibili1y of the bo.i J and Olher 
fiduciaric:, in discharging their duucs with 
respect to the fund. Section 3307 .0 I (U) of the 
Re\ 1 ed Code defines a fiduc1ar}. ,ind Section 
3307.14 of the Revised Code lis1, specific 
uems a fiduciary shall and shall nol do. This 
lmeslment Objective and Polle)' S1a1ement 
incorporates and is subject to all ol the above 
mentioned sections of the Revi":J Code. 

Staff and Board 

Panicipation in the affairs of anv public body 
demands high personal inlcgril) and conducl. 
Thi, is especially true when funds of others arc 
nvolved. Member, of the board and s1aff mu~l 

discharge their responsibili11cs wilhoul 
prejudice or favor, avoiding at all limes any 
conduct 1ha1 could create or appear 10 create a 
conflict of imerest. 

S1aff membe~ '>hall carry out lhe du1ics and 
re~ponsibili1ics delega1ed by the board in the 
bes1 imerest of members of 1he system and in 
accordance with the code of e1h1cs of lhe 
As\ocia1ion for Investment Management and 
Research. No staff member shall engage in any 
activity in hii, official po'>ition or in a per<,onaJ 
mvestmenl program that will in any way create 
a conflict of intere,1. 

Organization 

Investment Committee 
An i1wcMment commiuee h e,1abli5hed and 
consist\ of all nine members of the board. The 
investment commiuee is empowered 10 advise 
the board in all inves1ment matters. 

Investment Ad, isors/Consultants 
The board shall emplo) competent. well 
qualified organizations to assist in carrying 
out iLS fiduciary responsibilily. Duties of the 
invesunent advisors/coni.uhants l,hall include 
but not be limited 10: 

I. Preparation of long-term mvci.tment 
objectives, review of these objectives at 
least annual!} and recommendation for 
changes in the objectives as required. 

2. Monitoring performance of the investment 
program. 

3. Availability to counsel with in-house ,taff. 
executive director or members of the board. 

4. Panicipation in bimonthly meetings of the 
investment comminee. 

5. Review and advi~e on detailed investment 
criteria for all inveslments. 

6. Review of annual investment plan. 

7. Performance of such other duties as may be 
provided by contract. 

E:\ecutivc Director 
The executive director shaJI have authorit) to 
amend this investment objective and policy on 
an emergency basis 10 prudently preserve or 
enhance 1he assets of the system. 

1996("""' ......... f....l bport 
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i11ws1111mt cl~tct1\'t t111d poli<y (to11t.) 

Deput) Executhe Director of lmestments 
The deputy executi,c director of lnve,tmcnt, 
,hall ha,e the following respom,1b1lit1cs: 

I. Super\ ,-.e acti,itie, of the m-house 
ln,·c,unenl ,1aff. 

2. In cooperation" ith the inve,1mcn1 advi,or 
and the executive director. formulate an 
annual inve,tment plan. 

3. Make recommendations to the c,ecuu,c 
director and board concerning periodic 
modification of the annual m,e,1men1 plan. 

4. A-.,urc that the equity ponfolio, comply 
with e!>lablished parameter. and risl.. lc,ch. 

5. Supervi'>e e~ecution of orders to buy and ,ell 
..ecunties (including option,) ,ecl..ing 
al\l.ay-. to maintain rea,onable cost'> for wch 
-.ervices. 

6. Repon in required detail 10 the e,ecutive 
director and the imes1ment commi11ce and/ 
or the board on all act1\ltie, of the 
lnve-.1ment staff. 

Objectives, Guidelines and 
Policies: Total Fund 

Objecthes 
In many if not mo~t instance,. payment~ from 
the pen"on fund arc the major source, of 
income to retiree, and a prim:1pal protection 
against the c:ontingcncie, of death and 
disability for ac11,e worl..crs. Therefore. the 
ba"c poliC) of the board " prcser\ auon ot the 
capital m,e,tmcnt and rcalizauon of ,uffic1en1 
return to !.ecurc and facilitate payment of the 
statutol) benefit requirement, of the') ,tern to 
ii'> benefic1arie,. ln this c:onnection. it ,., 
recol!niled that the l'und will ach1e,e ,ome 
prot;cuon agam,1 erosion of prin~ ,pal value 
through inOation if the actuarially as,umcd 
intcre,1 rate h achieved. 

the o,crall ri,k parameter. described bclo"', 1 

an ,mponant objc~1ive With -.1ric1 udherenc, 
to ,1,11u1ory 11we,tmen1 hm11a11on, ,md 
rc,tnction,. the bo.ird ,et, a total return 
objective of X'l per annum. This i~ a long-tcnn 
(5· m l 0-)ear) obJcctl\ e, and this total return 
obJe~tiH~ a, \\Cit ·" 01her return obJCCllve,. , 
ba,cd on a premium over innation by a.,-,ummg 
a long-tcnn intl,111on rate of 3.75~,. The 
objectP,c, ,hould be pur-ued consi,tentl) \\ilh 
prudent mana!!cmcnt and :11 1hc minimal level 
ol marl..et ri,1.. nc:~..:,,al) to 3ccompti,h them 

The fund doe, not have a cap11al return or 
income return oh1c\:t1ve -.eparate from the tocal 
return ohJCCtivc However. it is an1ic1paicd that 
for the total account there will be income )icld 
O\er a long-tem; period \\hich i, equal 10 
capital growth bccau~e of the u1ili1a11on of 
f1i1ed-income .,nd rcal e,tate as-,eh . 

The hoard an11c1pa1e~ that conmbuuons and 
income 10 the pen"on fund will e~ceed 
di,buf\ements for the foreseeable future. 
1l1ercfore. there,, no ,pecial need for liquidll) 
in 1he ponlolw other than that deemed 
nece,,ary 10 .1l·c:ompli,h investment objective, 
and ,1r:11eg1es 

Restrictions 
111e inve,1men1 ,tanclards ,ct fo1 th in Secuon 
3307. IS of the Re\l,ed Code arc incorporaled 
by reference and made a part of thi, policy. 
The hoard and other tiduciarie~ ~hall discharge 
1heir Jutie, w 1th rc,ped to ,uch fund, sole!}' in 

the intere,1 of the participants and bene-
11cianc~. 11 i~ the intent of the board to g1\e 
clm.,1Jera1ton 10 investment\ that enhance lhc 
general ,\elfare ol Ohio provided such inve~t
mcnh ofter quality return and safety 
comp:irahle Ul other in\estment, cum:ntl) 
a\'ailable 10 the board Al\o, the board w1U give 
equal con"dcration to inve,tmenlS that invoh e 
m10<1nt)-owned and mmorit)-COntrolleJ firm, 
and firm, owned and controlled by women. 

Each I ct increa,e in in,e,1mcnt return will 
limmcc benefit improvement 1n the range of 
10~ 10 1sr.;. or will alto\\ a "m1lar rcduc1ion 
in contribution,. Such gam ma) aho be U',Cd lt1 

reduce the actuarial debt of the plan. Therefore. 
ma,.1m11 .. a1ion of return. from both current 
income and capital apprecia11on con,..,tent with 



,h<ln-term ca,h equivalent,;; 0.0. 1 volatility 
1e,cl of about 0.9 1s con,idercd .1 ..:l ptable 
tc>r the fund a-, a" hole. Thi, me.in that, m 
:1 Jo1,1. n" ard ,toe~ mar~ct. the tntal 1-.en,ion 
fund .,hou Id not fall by more th,11 10"'< ol the 
decline in the ~1od. mar~et. Th,, uld protect 
11k: beneficiarie, from ,m) undu k. 

"targeted 
Cl cla,..e, 
ff ha, the 

The policy a,,e1 mix range, .1nd th 
normal \.,cigh11ng .. for the maJvr 
are listed belo\\. The ln,e,tment 
authority to operate within the pol 
tor each a"et cla<;, pro\ ided that r ,1;,..imum 
llmlls a-. defined by the Re, 1":J C c arc 
adhered to. The "targeted non11al ".:ish"" 
were dcri vcd lrom as,et alloca111m ,tudie,. 
di,cu,\lon, w11h the boarJ', con,ultanh, and 
,1aff input and are ba-.ed on each n,,et''> long
term (5- 10 I 0-year) expected rate of return 

and volatility. 

Polit:~ 
\ ,,;ct C lus.-J Rangt-s 

\s,;et '.\1h. at co,t 

ra!lh Equivalents O', -ti' 

hxt•d 1 ncome 22%-50 

r;quitie~ -10',. - 50'.i 

Real E tale 6'l - 12'.l 

lnt.cmational 4q - 10% 

01,je<tives, Guidelines and 
Pottdes: Fixed Income 

Bonds 

rari:cted 
,ormal 

\\ei1thtini:, 
at Cost 

2'; 
35,; 

46'k 

9':f 

II'"'< 

100~ 

Objecthe 
For the publicly-traded bond ,cctor of 
the ponfoho, a total return of 6rt to 7<t, 

Restrictions 
II i, the rc,pon,ib1lit) of the in,c,1men1 
advi,or 10 review und recommend change, 
10 ,pcc1fic cnten.i for bond lfl\e,tmenh and 10 
re, ie1,1. ,uch cn1er1a at lea,1 annuall} v-1th the 
invc\lmem commi11ce and/or the board The 
purpo,e of the crit~ria 1, to provide a"et, of 
rea,onahle 4uaht) and mar~e1ab1ht). It " not a 
,ub,tituh: for prudent punfolio management 
nor will II cn,urc ,upcrior perfonn:mce. Undue 
ri,1., are 10 be a1,oided. pan,cularl) tho,e of 
lo .... er-th:m-a1,eragc 4uaht). 

An average raung of bct\\-ecn A and Aa ,hould 
be the minimum maintained m the publicl)· 
traded -.ector ol the bond ponfolio. con,idcring 
obhsauon, of the U.S. Tre,tsury and rehned 
agenc,c, a, Aa,1+. Fixed-income purchao;e,. 
including e,change,. ,hall meet the folio"' mg 
critcna in addiuon 10 ,1aru1ory requirements. 
All bond. note. pa\\-through ,ecunty, trust 
cenificate. debenture, Canadian or medium
term note purcha<;e, shall· 

l. Be "~uc, of at lea:,t $SO million par value. 

2 Be made .... 1th the intent of creating po,11ion, 

of at lea,t SI million. 

3. 'ot exceed 15'1c of an) one is,ue c,ccpt for 
U.S. Trea!.ury. related agencies, and other 
U.S. government-guaranteed ,eeuntie~. 

4. At time of purchase. be rated A- or hisher or 
meet ,1ntu1ory coverage ratio~. 

The pubhcl) traded bond -.ector of the portfolio 
will have a volatility level between 800k and 
I 50'l of the Lehman Aggregate Bond Index. 

;i eragcd o,er 5 to 10 )Car,. i, de.,ired. 
<ihould condition, change in the bond market 
,o a-. to make 1h1, obJeeuve unanainablc 
"'11hout undue mk. 11 v.111 be the re,pon,ibilit) 
c1 the in\estment advisor to recommend 10 the 
board a revi,ed figure. 

Derivatives may be used in management of the 
fixed-income ponfolio a, long a, the 
underlying ,;ecurit) •~ !,Uitable for the ponfoho. 
The u'se of tc,erage i, prohibited. Trea.,ur) 
note and Trca!>ury bond future,. option, 
thereon. or over-the-counter (OTC) option, on 
Trea,ur) i,ccuritie ma) be used to manage the 
vola11lity of the fi,ed-income ponfolio. All 
\lratcg1es must be of a hedging or po!>1t1oning 
nature ratherthan ~peculatt"e· l,nderl) mg 
e,po,ure of fixed-income dem all\ e, cannot 



N 
,0 

111vestmwt obp<ctrvt and pol,ry (ro11t ) 

exceed 5~ of total STRS asset,. An) secunt}' 
v. hose \alue is derh cd from an m-irumcnt 
which 1s not pennittcd under this polic> for the 
fixed-income portfolio is prohibited 

I. So-.ereign l·rcoit, (e,cluding Canadian,) 
mtcd \,\. c11 hettcr. 

Vam111on, of fixcd-mcome exchanges and 
pos,ible environmenh under which the) can he 
considered are limitless. Gener..il criteria ma) 
be 100 restricthc to allo\\ port folio enrichment 
,md not specific enough to avoid poor 
judgment. Hov.e"er. the follo\\ing" required: 

2. Bond, ol a l n 1,·d States subsidlllf) trnded 
or i,,ued 111 t foreign mar\..et. pro, ilk<! 
thc:r arc gu,u ccd b> the United Staie, 
parent comp 

I. All bond ellchangcs are to he documented h) 
the lnvestmcnt staff at time of execution a., 
to specific dctaih of price and) ield. and 
objecti\ e, of the individual exchange 

'2. The 1mestment ad,i,or will review thc,e 
periodically with the ,taff a, to 
reasonablcne,s and adequac) to the o, erall 
investment plan and current outloo\.. and 
report to the board thereon. 

3. The turnovercciltng shall be 150~ of 
marketable bond a<,!>Ch. Turnover i, deltncd 
a, the total book value of sales and 
maturities a, a percent of beginmng book 
value. 

4. A portfolio measurement will be made 
~howing incremental advant.ige or 
di,ad"antage obtained through exchange 
ac11vil)'. 

Negotiated private placcmcnh ,hall be limited 
10 I 5"" of a,-.e1' mve,1ed m bonds and sh.ill be 
purch~d only when there is significant 
.1dd111onal return (defined "" approximately 50 
ba<.1, point, overthe current > 1eld rate of 
publicly-trnded bond, of "milar quality),.., an 
off:.ct for the limned mar\..ctabilit} of prhatcl)· 
placed bonds. 

The following foreign credits may he 
purcha,ed under this -.ec11on pro, ided they do 
not exceed 2%-of total a<,\Cts: 

3. State ol bru~ mch (not rated) no110 
e,ceed 10 1 ion. 

Mortgages 

Objcc1i,e 
TI1c board ai:r vith the desirability of 
contributing h> economic grov.th of the 
,1.11c of Ohio h ncouraging home ov.ncr.h1p 
and \\ill promc his obJCCti,c within the 
limit-. of tidu-i re,pons1bilit) It I the! 
polic) ol the ho.1rd 10 make regular 
mve,tment, an hto "ngle-famtl) FHA/VA 
residential nwr "ages whenever the yield on 
such 111,trument, equah or exceeds the )ttld 
currcntl> ,1va1I hie on recent!) offered 
corpor,uc bond rated Aaa and it is consistent 
with current ir,t'tment sLmteg). 

Restriction\ 
Mortg.ige, ,hall be limited to 20% of total 
a,!->eh. Mortg.,r~ secuntie, is ued b> the! 
Government !'\.111onal Mortgage Association 
(G \1A). the r ·demi Home Loan Mortgage 
Corporation (HILMC). and the Federal 
National Ml>rtg 1ge A,-,ociation (FNMA) ~hall 
be pun:ha,cd ·"1 I managed under the '"Bonds"' 
\Cction of thh Investment Objective and 
Po lie>. The primal) cmph.1s1s of the mortgage 
and mortgage-related securities portfolio will 
continue lO be government-guaranteed 
mortg.ige,. 

An) collaterali,cd mortgage obligauon (CMOl 
or structured note whose pnce (under anal:,,si, 
al time of cons1dcration) \\Ould change b> 
more than ~O'!c under a parallel shift in the 
yield curve of plus or minus 200 ba,h points 1, 
proh1bt1ed A C\.1O that has an ell!)Ccted 
ncgauve duration i~ also proh1b11ed. An> CMO 
that conforms with the volatility levels 
described above is considered an appropnate 
inve,1men1 for the mortgage portfolio and is 
not defined as a derivative. 

t 



Categoric!> 

I. Guaranteed project mortgage, t 1 Mtch 
facilitie<; a!'. apartment,. nur,111 ome~. and 
elderly hou<,ing ~hall be purd d wuhout 
location re,tnctiom,. Con,tru , loan, 
guaranteed by the Un11ed Stat< •ovcmment 
,hall be re,mcted to Ohio l<X 1\, 

Con<,truction loans guarantccJ the United 
State, government that conve I permanent 
loan~ can be purchased ,, itho ,cation 
re,tnction,. 

~-~lortgagc-Backed Secuntic, 

a. Mortgage-backed bond-.: I e board may 
puri;ha,e bomh that are coll ~rulizcd by 
Ohio <,ingle-fumily mortgage,. fhe bond 
,hall be rated Aa or berter. and the 
mongage pool shall be at le,"t I 50~ of 
lhe amount of the ou"tand111 bond 

b. Pass-through securitie,: 1 he boord may 
invest m pas, through ,ccunue, th:u arc 
backed b) Ohio ,ingle-lam1ly mortgages 
or Ohio commercial monga)!cs, pro,idcd 
that: (a) the minimum pas-,-through 
certilicatc 1s $5 million: (bl private 
mong,,ge IO!,urunce "p10Hded on any 
conventional mortgage ,\ith a loan-10-
\'alue ratio ereater than KO~,. and (c) the 
selling. in,Litution is Ohio-b,1sed and ha, 
a net worth exceeding $5 nullion. 

Objtdives, Guidelines and 
Polides: Cash Equivale11ts 

Object hes 
It" the board·, poht) 10 u-.e c.,,h C\lu1,alen1' 
10 pro\lde ,omc protection again,t do\l.n\l.ard 
marl..cl movement, and to a~,i,t in the overall 
return objective,. Becau,e ot the ,ue of both 
the bond and equ1t) ,cctor.. of the portfolio. 
and ~--cau,c of the e,,en11all) long-term nature 
ol the fund. the board doc, nOt e~pect that 
maJor move, WIii be made into or out ol ca,h 

re,erve,. 

Restrictions 
Under normal circumstance,. a reserve of 
61 c of the value of the total fund ,hall be 
con,idered the maxunum limit. It \I. ill be the 
rc,ixm.,.bility ol the investment advisor. 
together with lhc deputy exccuuve director of 
mvc,tmen", to recommend an) modilicauon 

of th 1, position. 

Pos111on, should not exceed $60 million in om:: 
obhgor of commerc1al paper. ccmhcate,, of 
depo,it, or banl.e~ · acceptance,. 

lnve,1ment, may be made in commercial 
paper. Treawr) obhgahon ... ccnificatc, or 
deposit. bankef\ • acceptancei.. or repurchase 
agreement~. with the responsibility re.,ting with 
the Investment ,tat fa~ to ,c\ec11on of the 
,pcc11ic m,1rumen1 at an) given p<11n1 in ume 

, Fi,ed-rate commercial mort~agc~: The 
board may inve,1 in lixcd-r,11e commercial 
mortgages in order 10 enhance the e1(i,1ing 
go, emmen1-guarun1ced mortgage portfolio 
or to facilitate sales of e:d,1111g real estate 
in,.e,tmenb. The loan-to-value ratio of 
wch commercial mortgage, shall not 
exceed 90% unless that portion of the loan 
greater than 90CJt h m-.urcd. o more than 
I Q<'i of the total pon loho ,hall be inve,ted 
111 fixed-rate commercial mortgages. 

I. Any commercial paper purch~ed by the 
\)Stem ~hall have a ma1urity of not more 
than 270 da)l> and ,hall be rated P-1 b) 
Mood)·, ln,estor., Sef\ ice. Inc and/or A-1 
by Standard & Poor·s Corporation. 

2. Certificates of deposit and banl..er,' 
acceptanCC\ ~hall be purcha,,ed on lho..e 
banl..s affiliated "'ilh the large\l I 00 U.S. 
bank holding companies in terms of ll\set, 
with ~hon-tenn debt ratings of P-1 and/or 
A-1. and lbe 20 large.,, bani.. holding 

companie., in Ohio. 

ltffC.,, .......... n-ill..,, 
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Repurchase agreements shall be collateralized 
by U.S. Treasury or related ageocy securities 
with a market value io excess of funds 
advanced. 

Objectives, Guidelines and 
Policies: Equities 

Objectives 
For the equity sector of the portfolio, a total 
return objective of 8% to 10%, averaged over a 
period of 5 to 10 years, is desired. Should ~e 
iovestment advisor believe attainment of tlllS 
objective at aoytime is not possible without 
undue risk, it is his responsibility to recom
mend to the board a revised figure. In today's 
market, the board believes an 8% to 10% 
average return objective over a five-year period 
is prudent and realistic, within the volatility 
guidelines. The board recognizes that there is a 
level of risk associated with an 8% to 10% total 
equity return objective. This should be sought 
with the minimum risk necessary. The equity 
portfolio should reduce nonmarket risk by 
being diversified. 

Restrictions 
The statutes limit the State Teachers Retirement 
System to a 50%-of-assets position in common 
and preferred stocks. It is the board's policy to 
maintain an investment in common stocks in 
the approximate range of 40% to 50% of assets. 
The arnouot invested at any time is detennined 
by the long-tenn objectives established by the 
board in conjunction with the investment 
advisor and by the annual investment plan and 
its periodic modifications. 

L---- Slate Te0cher1 Retiremenl System of Ohio 

The function of a pension plan is to provide for 
loog-term investment positions, and therefore,_ 
it is not the policy of the board to be engaged m 
purchase and sale of common stocks on the 
basis of temporary market swings or other 
speculative factors. The risk of the equity 
portfolio has been defined as a volatility level 
no greater than 15% more than that of the 
Standard & Poor's 500, with a range between 
1.0 and I. 15 (from equality with the stock 
market to a level 15% higher). Under normal 
circumstances, the volatility level of the stock 
sector should average slighLly above 1.0. 

No more than 6% of assets of the system 
invested in the equity sector may be invested in 
equities of any one corporation. The board shaU 
not generally take a position constituting more 
than 5% of the outstanding equity of a 
corporation (except investments approved 
under the "Venture Capital" section). 

No more than 5% of the assets of the system 
may be invested in equities in small companies. 
Small companies generally include companies 
that have less than $0.4 billion in market 
capitalization. 

All American depository receipts and foreign 
stocks legal under division (D)(4) of Section 
3307 .15 of the Revised Code are eligible for 
purchase under this section. 

Derivatives may be used in management of the 
equity portfolio as long as the underlying 
security is suitable for the portfolio. The use of 
leverage is prohibited. Derivatives may be used 
to adjust the exposure to the eq_uity mark~t or to 
individual securities in the equity portfolios. 
The derivatives are futures on the S&P 500 
Index, options or options on futures on the S&P 
500 Index, and options on the S&P 100 Index, 
S&P Midcap lndex, and individual stocks or 
baskets as well as unleveraged equity linked 
notes. Strategies pennitted must be of a 
hedging or positio11ing nature rather than_ 
speculative. Underlying exposure of equity 
derivatives can not exceed 10% of total STRS 
assets. 

Quality Standards and Portfolio 
Construction 
Equity portfolios are invested in securities 
selected from a universe of iovestments legal 
under Section 3307 .15 of the Revised Code. 
The investment style of individual portfolios 
follow STRS guidelines, as described io the 
annual investment plan, and are monitored 
based on appropriate portfolio characteristics 
and risk levels. Stocks are selected for each 
portfolio based on a set of criteria appropri~te 
for each style. The board's investment advisor/ 
consultant must review each equity portfolio to 
measure the degree of compliance with STRS 
established parameters and risk levels. The 
advisor/consultant must report the results to 
the board at least annually. 



Objectives, Guidelines and 
Policies: International Investments 

Objectives 
It is the board'5 policy 10 inve!>I m international 
invescments in order to diversify the 
investment portfolio. A total return objective 
of 8 % to 10% per year over a 5- to I 0-ycar 
period is expected on these asseh. The primary 
emphasis will be on international equity 
securities but some international <lebt 
instruments may also be included 

Restrictions 
It is the board's policy to maintain an exposure 
in international investments in the range of 6% 
to 10%. The staff will select and the board will 
monitor all out idc money management firms 
used for international investments. Internal 
management of international a,\cts will also be 
utilized. International assets will be a 
diversified portfolio including both developed 
and emerging countries. The targeted normal 
weighting of international inve,tments will be 
comprised of 5% developed countrie~ and 5% 
emerging countries. The staff may deviate 
from this weighting by plus or minus 2%, 
Currencies will be hedged at the discretion of 
the manager. The internally managed portfolio 
will generally hedge only in ca,es of extreme 
undervaluation or ovcrvaluation. 

Derivatives may be used in management of 
both the internal and external international 
portfolios as long as the underlying security is 
suitable for the portfolios. The use of leverage 
1s prohibited. Derivatives may be used to adjust 
the exposure to countries or markets, to 
individual securities, or to currencies in the 
ponfolios. All Mrategies must be of a hedging 
or po!>itioning nature rather than speculative. 
Underlying exposure of derivatives for 
tntemational investment5 will not exceed 
5% of total STRS assets. 

Obiectives, Guidelines and 
Policies: Venture Capital 

Objecth·es 

Investments 

The chief objective of venture capital 
investment~ is 10 provide an attractive rbk 
adju\ted rate of return to benefit the STRS 
membership. Venture capital posses-,c\ a long
tenn investment horiLOn, illiquidity and a high 
standard deviation (high ri\k). For these 
reasons, expected financial returns must exceed 
lho!.e of other asset classe, for venture capital 
involvement to be worthv. h1le for STRS. 
Venture capital returns arc expected 10 

approximate I S'l annually during the 1990s. 
In addition to the higher expected financial 
returns, venture capital can provide ancillary 
benefits to the state of Ohio in the form of nev. 
jobs, increased research and development and 
new taxes. 

Restrictions 
Venture capital investments are permitted 
under Section 3307.15(0)(5) of the Revised 
Code. Direct investments are allowed provided 
the entity has one-half of its assets within the 
state or more than one-half of its employees are 
employed in Ohio or its principal office is 
located within the state. lnve tments in venture 
capital limited pannership funds are also 
permitted. Fund managers must agree to use 
"best efforts·· 10 make inve tments in Ohio
based small businesses. The aggregate amount 
of these Ohio-based investments must be at 
least equal to the board's investment in the 
fund. 

Total value of venture capital investments is 
legally limited Lo 5% of total assets. However, 
because of the limited number of suitable 
investment opportunities located in Ohio, it is 
the board's intent to limit venture capital 
investment to 0.5% of STRS total assets. 
Furthermore, it is the board's intent to 
generally limit venture capital investment 
opportunities to Ohio-based limited pannc~hip 
funds. Proposals for direct investments will 
usually be referred for review to the venture 
funds in which STRS has made investments. 
This formal referral process enables STRS to 
re pond 10 the financing needs of Ohio small 
businesse!. in an efficient and timel) manner. 

0-..,, 
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Potential veorure capital limited partnership 
funds will be analyzed for possible STRS 
investment. In addition to meeting the legal 
requirements, underwriting criteria include: 
experienced general partners, solid track 
record, fund headquartered in Ohio, Ohio
based investment history. strong community 
support and appropriate partnership tenns. 

The executive director shall report any 
investment under consideration pursuant to this 
section 10 the investment committee prior 10 

making any legally binding commitment 10 any 
such investment. 

For investments made under Section 
3307. I 5(0)(5) of the Revised Code. the 
Investment staff is encouraged to seek board 
representation on each entity to further enhance 
the safety and direction of the State Teachers 
Retirement System's investment. 

The deputy executive director of Investments 
will inform the board of an individual to serve 
on a company board and to face election by 
shareholders of that company. If the named 
individual is an STRS employee. that 
individual must sign a letter of agreement with 
the State Teachers Retirement Board indicating 
that. should the staff member terminate 
employmeot at STRS, resignation from any 
and all company board seats would occur if the 
State Teachers Retirement Board so directi.. 
The STRS employee can be reimbursed for 
actual expenses incurred in serving on a 
board of directors, but no director's fees will 
be accepted. 

Objectives, Guidelines and 
Policies: Real Estate 

State T eochm Refiremenl S)'lttm of Ofrio 

Objeeti\'es 
It is the board's policy to invest in real estate in 
order 10 diversify the investment portfolio and 
10 provide one means of insulating assets of the 
system against the effects of inflation. 
Consequently, real eMate investments will be 
acquired 10 provide a real return commensurate 
with investment risk, coupled with an annual 
increase in cash f101~. Cash-on-cash yield at 
purchase shall be a key objective of the 
portfolio. The opponunity for increasing cash 
flows during ownership shall be present as 
evidenced by percentage leases, cost-of-living 

clauses, short-term leases with limited rtll('/,1! 
provi~ions. or a combination of the abo,e. 
Long-term appreciation shall also be a f1410r m 
detennining real estate selection. but ,hall be 
secondru; 10 cash-on-cash yield and 
arrangements for securing increased cash nows 
for the do·u inant port ion of the port folio. ,\ 
total return objective of 8% to 9~ per )eat' 

over a 5- 11, I 0-year period b expected on~ 
asset\. 

Restrictions 
Real esiatc investments shall be not man: 11-i!Il 
12% of total assets. II is the board·s polic) 10 

maintain an investment in real estate in the 
range of 6% 10 12% of assets. 

Diversification: 
I. Property Type: High quality propenie, that 

are relatively general purpose will pro\ 1dc 
both investment security and maximum 
equity growth potential. Five such 
categoric~ of property are: 

a. Office buildings: 
b. Retail properties; 
c. Di~Lribution centers, warehouses and 

industrial parks; 
d. Multifamily housing; 
e. Specialty- limited to 2% of book \alue 

or total assets. 

The specialty category includes. but is not 
limited 10, timberland. farmland, senior living 
and hotels. 

2. Geographical: 
The portfolio will be diversified across eight 
regions as defined by the National Council 
of Real Estate fnvestment Fiduciaries. The 
maximum book value for any one of these 
regions will be 25% of the real estate 
portfolio. The one exception will be the Ea, 
North Central Region which includes Ohio 
This sector will have a 35% book value 
Limit. When properties located within Ohio 
offer quality. return and afety comparable 
10 properties outside Ohio. the Ohio 
invesrment will be given preference. The 
Investment staff shall pursue an active plan 
to achieve this objective. 



3 Financing tructure: ew real estate 
investments will include equity 1ype 
,tructures ~uch as direct owner~h,p, 
p:irticipating mongage,. joint , c 11ure~. co• 
owner,hip. ex1cmally managed 1,c.:ounl'>, 
and real estate securities. The ,1 II will 
c.earch for innovative ways 10 a1 oach 
~tructuring new real eMate invc 1en1s 10 
enhance STRS' total inves1mcn rength. 

4 Minimum-Maximum Size Gui1 lines: 
The minimum ,i1.e for real eMa 
mve,1ments will be generally\ 
for properties within Ohio and 
for properties outside Oh,o. Th< 
in\e!>cment amount for an ind!\ 1 

property will be limited 10 nppn 
I ~ of total assets. 

Procedures 

million 
million 

aximum 
al 

1ma1ely 

Due Diligence 
The real estate investment management process 
v. 111 be subject 10 a number of procedures 10 
"Jfeguard assets of the system. New invest· 
menh will have the following documentation: 

A building und systems cvalua11on by a 
qualified engineering firm in the case of an 

e,i,ting building: 

:?. A rev ,cw of plans and ,pec1ftca11ons by an 
ar1.hitcctural firm in the case of develop

mental propenies; 

3. An apprahal by an independent third-pany 

apprai~al firm: 

4 An environmental review by a qualified 
consult:ml m accordance wllh the 
En,.·ironmental Policy described below: 

Investments 

Real e"ate mve'>lmcn1s will be ,ubJeCI to the 
requirement\ of an Environmental Pohc) a, 
reviewed by the board's real c,1a1c con,uhanl. 
The policy will ensure that STRS will be 
prudent and dihgen1 m ,.., in~e~tmenb ,o a, 001 
10 inve\l in propcny on which haJ(lrdous 
ma1eriah are present on or so near the propeny 
in such form and quantities a, 10 eau~ STRS 
concern about 11, po1en11ally ,ignilicam legal 
or economic liabilny. The pohcy will al~o 
addre,, potential mve 1men1, m term, of 
wetlands. endangered specie,. or any other 
environmental , s ue that would potenually 
have a material impact on the value of the 
propcny or STRS habili1y. 

Valuations 
Pon folio performance will be calculated on a 
quarterly basis, while individual propenies '"11 
be valued annually. A combmauon of internal 
valuations and e"ernal appra,..als will be u-cd 
on a rotating basis. TI,e sale-leasebacl.. pon,on 
of the ponfolio "ill be valued on an internal 
ba,is with a random sample of external 
apprai,als each )Car 10 validate the internal 
methodology. Each muhitenant propen) wtll 
be valued internally each year. with an 
independent e>.temal appraisal no le than 
every third year. The methodolog) used in the 
internal valuations shall be reviewed by the 
board', real estate consultant. 

Performance 
Real e,1a1e inve\lment performance will be 
reponcd 10 the board on a quarterly ba,is. 
The real e~tate ponfolio ,ha11 have a, 11s 
benchmark, a composite index consi'>ling of 
80% of the CREIF Propeny Index, I 0'1< of 
the CREI F Timberland Index. 5'7c of the 

CREIF Farmland Index. and 5q. of the 
AREIT Equity lndex {excluding health care). 

5. A financial analysi, including, but not 
I mited to, holding period internal rate of 
return. inillal yield and :.en,11ivity to criucal 

a,..umptions: 
Board Consultant 
The role of the real estate consultant is 
specifically outlined in the contract ,cope of 
services. The scope of ~crvice~ includes. but ,., 
not limited to. the following: 

6. Legal review and approval of appropriate 

aocumenh. 

I. Repon to the board on a ~em,annual b;bis 

0-.... 
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regarding the investment performance or the 
system's real estate portfolio. 

2. On a semiannual basis, review and comment 
on the annual real estate strategy prepared 
by the lnvestment staff. 

3. Review, on an annual ba is. the five-year 
rea I estate strategy prepared by the sta IT. 

4. Review, biennially, the general internal 
management or real estate and its efficiency 
with the objective of completing an overall 
operational audit including items such as 
write-down methodology. 

SIOlt feochen Rtlifemtnl System of Ohio 

5. Review certain predefined property specific 
1ransac1jons. 

Real Estate Investment Committee (REIC) 
A commjttee composed or a combination or 
internal staff and external industry 
professionals will review proposed transactions 
before recommendation to the deputy 
executive director or investments and the 
executive director. Transactions to be reviewed 
by the REIC include new acquisitions, 
dispositions from the existing ponfolio, and 
sigruficant modifications in existing deal 
structures. The following transactions will not 
be subject to REIC review prior to executive 
director approval: 

I. Ancillary purchases. sales or exchanges 
valued at less than 20% or the total propeny 
value; 

2. Release of mongage security as long as the 
loan-to-value ratio remains below 80%; 

3. Transactions allowed under existing 
investment documents (i.e., conversion 
options, loan prepayment~. etc.): 

4. Sales or sale-leaseback propenies when the 
sale price exceeds the book value or the 
investment or where the investment amount 
is less than S1.5 million; 

5. Temporary mortgage restructurings, which 
I imit the restructuring to no more than four 
years and revert back to original tenns; 

6. SenJement or real estate litigation. 

Board Review 
The board adopts policy and monitors 
perfon11ance with the assistance of the real 
estate con,ultanL These responsibilitte~ include 
review of the following document : 

I. lnve,tment objective and policy: 
2. Long-tenn real estate strategy: 
3. Annual investment plan: 
4. Individual tran,actions outside policy and/ 

or strategy; 
5. Monthly investment activity reports; 
6. Semiannual performance reports from the 

con~ult.1nt. 

Procedures 

Long-Term Objectives 
The invc\lment advisor shall recommend long
term (5- to LO-year) objectives for the total 
plan and for each segment of the portfolio. 
These long-term objectives, many of which are 
incorporated into this policy, shall be revieY.ed 
by the invei.tment committee and/or the board 
at least annually. The objectives shall 
incorporate statements of investment criteria 
for both publicly-traded bonds and stocks, as 
recommended by the investment advisor and 
approved by the board. 

Annual Investment Plan 
By February of each calendar year, or at such 
other time as the board may designate, an 
annual investment plan shall be developed b} 
the inveMment committee. 

This plan shall be based on recommendations 
of the Investment Department and the 
investment consultant with approval of the 
executive director. The annual investment plan 
shall be based on the following: 

I. The long-term objectives set forth by the 
board on recommendation of the investment 
consultant. 

2. Estimated monthly cash flow for the ensuing 
year. 

3. General economic outlook for the short and 
long term. 



4. Expected relative values of various 
investment instruments (i.e. Mocks vs. 
bonds. etc.). 

5. Short- and long-1erm interest rates. 

6. Such other factor, as indicated. 

The annual investment plan will serve as a 
guide for the Investment staff in its day-to-day 
operation. Any substantial deviations from the 
plan are to be fully juMified in writing. 

Toe annual investment plan will be reviewed 
bimonthly by the staff and any indicated 
modifications or changes recommended. The 
plan as modified will become 1he opcra1ional 
plan for the lnves1men1 staff until subsequent 
modification. 

Reporting 
The investment commillee shall be furnished 
..., itb the foUowing rcpons: 

Monthly Report.ing: 

Monthly activity report that includes: 
a. Common Stocke;: 

(1) Summary of the equity markets 
(2) Common stock performance 

comparisons 
(3) Top 20 holdings 
(4) Purchases and sales during 1he month 
(5) Portfolio diversification - past, 

present and planned 
(6) Status of special projects 
(7) International: 

b. Fixed income: 
(I) Summary of fixed-income markclS 
(2) Summary of trading markets 
(3) Exchange summary; 

c. Real estate; 
d. Ca~h flow; 
e. Performance; 

:!. Pon folio summary classified by asset type; 

3. Investment purchases and sales, year-10-da1e. 

/n11estmtnts 

Semiannual Repor1ing: 

I. All exposures in derivatives for all as~t 
classes. 

Proxy Voting 
The State Teachers Retirement Board believes 
that common stock proxfos arc valuable and 
should be voted in the best interest of the 
members and retirees. To this end. the 
Retirement Board shall maintain stock proxy 
voting policies and the staff and all outside 
managers will use them as guides in meeting 
the fiduciary responsibility of the State 
Teacher!. Retirement Board in voting common 
stock proxies. Common stock proxies may be 
executed by 1he executive director. the deputy 
executive director of Administration, the 
deputy executive director of Investments or 
outside money managers. 

Ohio Investments 
It is the policy of the board to give 
consideration 10 investments thai enhance the 
general welfare of the state and its citizens 
provided the funds are invested so lei y in the 
intereM of panicipants and beneficiaries. This 
goal will be puf!.ued 10 the greatest extent 
possible within the limits of fiduciary 
responsibility and Section 3307.15 of the 
Revised Code. Preference will be given 10 

Ohio investments offering competitive returns 
at risk levels comparable to similar investments 
currently available to the board. 

To meet this objective. an Ohio invesrment 
plan. incorporating all provisions of the STRS 
Investment Objective and Policy Statement, 
shall be maintained and implemented by the 
Investment Slaff. This plan shall set fonh 
procedures 10 as ure that a special effon will 
be made by the Investment smff to examine 
and evaluate all legal investment opponunities 
in the stale and. where policy objectives are 
met. to acquire such investments. 

0, 
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Broker-Dealeri, 
Purchases and ,ales of publicly-traded 
securities hall be e>.ecuted with broker-dealers 
from a li~l reviewed by the investment 
comminee. The list hall be limited. as 
practicable. to 65 firms plus those in the Oh10 
and emerging finns sublist. Selection hall be 
based on an evaluation by the Investment staff 
as 10 financial oundness. underwriting 
capabilities. research services. execution 
capabilities and other factors required by the 
staff to fulfill its assigned investment 
re ponsib1litie . Specific transactions will be 
directed 10 the broker on thut liM most capable 
of providing brokerage services nee<!.! <;ary 10 
obtain both the best available price and the 
most favorable execution. 

The board hall give equal consideration 10 
minority-owned and controlled firms and to 
firm owned and controlled by women. The 
board shall be proactive in its intent 10 include 
firm'> that have an operating office located in 
Ohio. minority-owned and controlled firms, 
and firms owned and controlled by women. 

Each fum listed hall file with the State 
Teachers Retirement Board on an annual ba'1\ 
such evidence of financial responsibility as 
required b) the board. Thi\ informauon ,hall 
include, but not be limited 10. an audited 
financial tatement. 

When tocks are purchased during an 
underwriting. allocations may be made 10 
dealers not on the approved list provided the 
managing underwriter i, so listed. Bond 
purchases ma) be made either at undel"\.\ riting 
or in the secondary market from any firm 
holding membership in the ational 
Association of Securiues Dealers. 

Stolt ltodiels ltw_, System ol Olilo 

When entering into real estate tran,actions. the 
board shall give equal consideration 10 Ohio 

firm, providing a,socinted professional 
,ervices. minority-owned and controlled finn.,. 
and firms owned and controlled by women. 

ecurlt) l.,ending 
The board may operate a security lending 
program 10 enhance the income of the fund. 
The progrJ_m must be operated by a baru. 
trustee under the direction of 1he Treasurer of 
State and each security lent must be full) 
collaterali,ed. Results of the program mu,1 be 
reported 10 the board annually. 

Measurement 
The primary goal of the fund shall be 10 
achieve the absolute return targets descnbcd in 

the "Total Fund" ..cction of this policy. 
I lowever. a secondary measurement obJeCU\e 
or the board is 10 relate the fund's performance 
10 vanou, 1ndice,. The relative mea,uremcnt of 
the total fund shall be made against a h}brid 
index con,isting of weighting!> from cash 
equivalents, equity, fixed-income, real e~tate. 
and in1ema1ional indicel>. 

Rela11ve meawrement of performance shall be 
made on a quarterly and annual basis. The 
primary ume period for such comparison.. shall 
be three year!>, although 1-, 5- and 10-:,-ear 
comparisons i,hall ali.o be examined. 

The benchmark against '>'hich inve~tment 
return of the publicly-traded bond sector will 
be measured il> the Lehman Aggregate Bond 
Index and the GDP 0ena1or. The prim:tr) umc 
period for such comparisons shall be three 
years, although 1-, 5- and 10-yearcomparison, 
shall also be examined. 

The equity portfolio shall be compared agam,1 
the Standard & Poor· 500 Average. and the 
SEI State plan Median Fund. The board''> 
objecti,e is 10 match or exceed performance of 
the yardsticks. subject 10 the volatilit} level 
expressed in the .. Total Fund'" cction of thi, 



policy. The primary time period for such 
comparisons shall be three years, although 
1-. 5- and 10-year comparisons shall also be 
examined. 

The real estate portfolio shall have as its 
benchmark a composite index consisting of 
80% of the NCRElF Property lndex, 10% of 
the NCREIF Timberland index. 5% of the 
NCREIF Farmland Index, and 5% of the 

AREIT Equity Index (excluding health care). 
The primary time period for such comparisons 
shall be three years, although 1-, 5- and I 0-
year comparisons shall also be examined. 

The international equity portfolio shall have as 
its benchmark a composite index consisting of 
75% of the Morgan Stanley's Capital Markets 
Europe Australia Far East Index (EAFE) and 
25% of the Morgan Stanley Emerging Markets 
Free (EMF) lndex. The board's objective is to 
match or exceed performance of this composite 
index. The primary time period for such 
comparisons shall be three years, although 
1-, S- and 10-year comparisons shall also be 
examined. 

In addition, the board and its investment 
advisors/consultants will maintain a 
performance monitoring system for individual 
asset categories and total fund. 

Security Valuation 
Valuation of investments for purposes of 
complying with Section 3307.15 of the 
Revised Code shall be the total of: 

1. Par value of all bonds, notes, cenificates of 
indebtedness and mortgages. 

2. Cost of all preferred stocks, common stocks 
and productive real estate. 

Investments 

Market valuation of investments shall be the 
total of: 

I. The closing price on the principal registered 
stock exchange for all common and 
preferred stocks so listed. 

2. The last sale or, if not available, final bid as 
reflected by NASDAQ for common and 
preferred! stocks not listed on a registered 
stock exchange. 

3. The current value as determined by a 
qualified independent service for all bonds, 
notes and certificates of indebtedness. 

4. Amorti21ed cost for commercial paper, 
certificates of deposit, repurchase 
agreements and other short-term 
investments with a maturity of 270 or 
fewer days. 

5. Real estate valued through a combination of 
independent appraisals and in-house 
valuations. Methodology underlying internal 
valuations will be reviewed by the real 
estate consultant. REIT shares are valued at 
closing prices on the appropriate stock 
exchange. 

6. The most recent valuation for pooled venture 
capital and direct venture capital. 

7. Guaranteed mongages assigned an estimated 
value based upon the most recent 
posted rate for new Veteran's Administration 
or Federal Housing Administration 
guaranteed mongages. 

8. international investments are valued by the 
subcustodian using relevant closing 
market prices and exchange rates. 

:::! 

I 
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schedule ef investments 
As of June 30. 1996 

Common Stocks 
Total Totol 

Shares Cost Market 
Aerospoce /Defense 
AAR Corporation 594,300 $ 7,719,242 S I 2.10.'l.!i63 
Boeing Company 946,900 38.778,466 82,498.663 
EG &G. Inc. 2,622,459 42,210,973 56,055.061 
General Dynamics Corporation 19.796 1,130,125 1.227.35:? 
Lockheed Martin Corporation 63.840 2,405,687 5.362.560 
McDonnell Douglas Corporation 67,856 702.922 3.307.%0 
Northrop Grumman 207,167 12.567,382 14,11315:! 
Raytheon Corporation 1,352,488 46,641,555 69,822.193 
Rockwell International Corporation 413.403 10,947.987 23.718.99, 
Thiokol Corporation 225.000 8,937.866 8.887.500 
TRW.Inc. 23,404 1.347.673 2.103.435 
United Technologies Corporation 37,206 1,890,140 4,278,690 

Totals $175.280,018 $283,484.546 

Airlines 
America West Air I ines 285,200 $ 5,561,400 $ 6,274.400 
AMR Corporation 139,096 8,741,316 12.657,736 . Delta Air Lines, Lnc . 16,000 848,744 1,328.00) - N .... 
Southwest Airlines Company 45.800 1,306,124 1.333.915 
USAir Group. Inc. 18,258 127,806 328.644 

Totals $16,585,390 $21,922.705 

Apparel/Textiles 
Brown Group, Inc. 1,080.100 $19.441,800 $18,766.738 
Delta Woodside Industries. lnc. 631,700 6,632,911 3.237.463 
Fruit Or The Loom, Lnc. 249,200 6,978,778 6,354,600 
Liz Claiborne, Inc. 26.651 908,638 922.i91 

ational Service Industries, Inc. 15,951 403.009 62-Ul83 
ike, Inc. CI-B 27,164 1,657,089 2.791.10! 

Reebok Lntemational Ltd. 253,144 7,434,387 8,511.96~ 
Ru sell Corporation 625.783 13,089,986 17.287,255 
Springs Industries Cl-A 130.532 5,623.156 6.559.'.!33 
Stride Rile Corporation 16,282 314.063 134.32-
V. F. Corporation 20,663 1.025,125 1.232.031 
Warnaco Group, Inc. 320,000 4.854.745 8,240.000 

Totals 68,363,687 S74.66 I .589 

Auto/Truck Manufacturers 
Chrysler Corporation 414,271 $ 18,152,759 S 25,891.938 
Daimler-Benz AG (ADR) 630,000 28.599.600 33.941.250 
Ford Motor Company 950,788 26.511.493 30."'81.-61 

I 

General Motors Corporation 627.166 28. 127,653 32,847.819 
ITT Industries, Inc. 133.517 2,964,603 3.354.615 
Navistar lnternational Corporation 23,298 624,429 230.068 
PACCAR. Inc. 12,559 663.937 615.391 

Total $105.644,474 $127.662.8-C 
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Investments 

Total Total 
Shares Cost Market 

Auto Parts Manufacturers 
Allen Group, Inc. 942,700 $ 15,766,916 $ 20,503.725 
Bandag. Inc. CI-B 110.900 5,267,592 5.323.200 
Bandag. Inc. Cl-A 396.300 20,991,158 18,576,563 
Cooper Tire & Rubber Company 26,768 617,622 595,588 
Dana Corporation 29,344 594.144 909.664 
Eaton Corporation 1,364,055 71,527,573 79,967,724 
Echlin. Inc. 25,447 771.769 963.805 
Genuine Pans Company 259,871 11,142.934 11,889.098 
Goodyear Tire and Rubber Company 49,147 1,760,227 2,359.056 
~l)ers Industries, lnc. 398,700 6,268,527 7,425,788 
Snap-On. Inc. 13,779 488,600 652.780 
Standard Products Company 210,625 4,479,479 4.897,031 
Titan Wheel lmemational, Inc. 640,000 10,494.000 10,240,000 

Torals $150,170.541 $164,304,022 

Banks 
Banc One Corporation 692.237 $ 22,090,323 $ 23,536,058 

Bank Of Boston Corporation 33,680 794,296 1,667.160 
Bank Of New York Corporation, Inc. 59,100 1,953,846 3,028.875 

BankAmerica Corporation 119,117 4,870,992 9,023,113 
Bankers Trust of New York Company 592,368 39,221,925 43,761.186 
Barnett Banks, Inc. 31,225 1,336.834 1.904.725 
Boatmeo·s Bancshares, Jnc. 52,036 1,641,138 2,087,944 

Chase Manhattan Corporation 138,028 4,184,595 9.748,228 

Cilicorp 374,242 16,160,726 30,968.526 

Cr,,-,mca, Inc. 38,097 1,463,646 1,700,079 

C=States Financial Corporation 72,900 2,328,934 2,806.650 

Fifth Third Bancorp 32,200 1,826,799 1,738.800 

Fu-st Bank Systems, Inc. 42,500 2,217,353 2,465,000 
First Chicago NBD Corporation 381,928 14,043,218 14,942,933 
Fin.t Union Corporation 87,518 3,280,215 5,327,658 

Fleet Financial Group, Inc. 83,893 2,458,428 3,649,346 

KeyCorp 76,999 2,453,338 2,983,711 
.MelJon Bank Corporation 47,076 1,379,225 2,683,332 

Mercantile Bancorporation, Inc. 906,750 13,439,397 23.122.125 
Morgan (J. P.) & Company, Inc. 1,581,244 94,437,930 133,812,774 

'.'lational City Corporation 71,900 2,143,693 2,525,488 

~ationsBank Corporation 295,953 19,122,205 24,453,117 

:'-.ornest Corporation 394,468 11,670,275 13,757.072 
P~C Bank Corporation 106,578 3,122,861 3,170,696 
Regions Financial Corporation 454.500 10,581.035 21,247,875 
Republic New York Corporation 1,010,000 42,916,617 62,872,500 

SunTrust Banks. Inc. 77,364 1,662.755 2,862,468 
l,.S. Bancorp 49,179 1,359,332 1,776,591 
W chovia Corporation 55,734 2,079,928 2,438,363 
Wells Fargo & Company 101.188 10,966.746 24,196,581 
\\ i.lmmgton Trust Company 250.000 7,261,600 8,109,500 

Touis $344,470,205 $488,368.474 
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Total Total 
Shares Cost Market 

Beverages 
Anheuser-Busch Companies, Inc. 343,140 $ 22, 189,60 I $ 25.735.500 
Brown-Forman Corporation Cl-B 11,277 321.348 451,080 
Coca Cola Company 2,010,556 50,522,017 98,517,244 
Coors (Adolph) Company Cl-B 511,581 7,906.028 9,144,510 
PepsiCo, Inc. 1,727,544 27.739,768 61,327,812 
Seagram Company, Ltd. 119,422 3,413,149 4,015,565 

Totals $112,091.911 $199,191,711 

Chemicals 
Air Products & Chemicals, Inc. 318,400 $ 12,257,037 $ 18,347,800 
Arcadian Corporation 250,000 3,875,000 4,937,500 

ARCO Chemical Company 909,100 39.206.699 47.273.200 
Dow Chemical Company 213,968 13.027,795 16.261,568 
duPont (El) de Nemours and Company 592,810 40,855.277 '46.906.091 
Eastman Chemical Company 176,297 11.499,593 10,732.080 
Ecolab, Inc. 20,757 487,888 684.981 
Ferro Corporation 560,000 17,944,614 14.840,000 

FMC Corporation 2,291,707 110,232,593 149,533,882 

Fuller (H.B.) Company 245,300 8,538,217 8,892,125 
Goodrich (B.F.) Company 16,454 344,777 614,968 

Hercules, lnc. 35,990 8 I 9,243 1,992,946 ..,. ..... Lawter International, lnc. 548,933 6.469,788 6,861,663 

Loctite Corporation 363,700 12,327,354 16,912.050 

Lyondell Petrochemical Company 1,469,600 32,578,293 35,454,100 

Mallinckrodt Group. Inc. 2,883,114 94,445,876 112,081,057 

Monsanto Company 192,335 2,312,402 6.250.888 

Nalco Chemical Company 3,916,737 130,744,000 123.377.216 

OM Group, Inc. 200.000 2.800.000 7,850,000 

PPG Industries. lnc. 61,815 1.712, 123 3,013,481 

Praxair, Inc. 42,012 816.042 1,775,007 

Quaker Chemical Corporation 432,500 7.242.469 5,514,375 

Rohm & Haa5 Company 21,730 1.194,176 1,363,558 
RPM, Inc. 707,812 3,512,600 11,059.563 

Schulman (A.), Inc. 457,000 6.055,767 11,196.500 
Stepan Company 465.800 7,279,133 8,442,625 

Union Carbide Corporation 43,192 826,747 1,716,882 

Witco Chemical Corporation 1,880.500 53,164,046 64,642,188 

Totals $622,569,549 $738,528,294 

Chemicals - Specialty 
Avery Dennison Corporation 187,200 s 4,647,718 $ 10,272,600 

Betz Laboratories, Inc. 310,000 14,755,828 13,601.250 

Binks Manufacturing Company 146,934 3.674.343 4,003,952 

Engelhard Corporation 524.082 11,315,698 12.053.886 
Grace (W. R.) & Company 29,720 1,154.065 2,106.405 
Great Lakes Chemical Corporation 68,641 4,689,910 4,272,902 

Hanna (M.A.) Company 806,325 9,191,903 16,832.034 

IMC Global, Inc. 348,000 6.742,322 13,093.500 

Morton International, Inc. 1,674,072 46,915,861 62,359,182 

Scorts Company 444,300 7,225,660 7,775,250 

Sigma Aldrich Corporation 194,400 6,942,294 10,400,400 

Totals $117.255,602 $156,771.361 
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Total Total 
Shares Cost Market 

Coal, Gas, Pipe 
Anadarko Petroleum Corporation 244,200 $ 13,392,780 $ 14,163,600 
Ashland Coal, lnc. 664,100 17,339,127 17,266,600 
Cabot Oil & Gas 680,000 11,619,566 11,645,000 
Coastal Corporation 33,255 l ,066,183 1,388,396 
Easrem Earerprises, Inc. 7,542 203,489 250,772 
Enron Corporation 347,324 12.615,204 14,196,869 
ENSERCH Corporation 21,069 407,752 458,251 
Mapco 612,000 33,218,744 34,501,500 
Panenergy Corporation 47,709 1.029,889 1,568,433 
Questar Corporation 400,000 12,506,467 13,600.000 
Santa Fe Energy Resources 28,815 292,323 342,178 

Totals $103,691.524 $109,381,599 

Computer-Related 
3Com Corporation 51,400 $ 2,268.025 $ 2,351,550 

Amdahl Corporation 36,308 339,426 390,311 

Apple Computer, Inc. 3,317,963 102,520.005 69.677,223 

Bay Networks 831,400 24,901.409 21.408,550 

Ceridian Corporation 21,108 540,387 1,065.954 

Cisco Systems, lnc. 521,796 20,101,337 29,546,699 

Compaq Computer Corporation 508,401 22,614,240 24,975,199 

Cray Research, lnc. 2,815 72,080 67,912 
...... 
U'I 

Data General Corporation 1,072 10,473 13.936 

Digital Equipment Corporation 2,649,006 89,806,365 119,536,396 

EMC Corporation 546,700 9,803,427 10,113,950 

Exabyte Corporation 435,000 6,200,769 5,682,405 

Hewlen-Packard Company 630,572 41,695,563 62,820,735 

IBM Corporation 488,858 33,620,868 48.396,942 

Lexmark International Group A 422,700 9,162,525 8,506,838 

Silicon Graphics Corporation 50,363 2,036,269 1,208,712 

Sun MicroSystems, Inc. 60,566 959,070 3,565,823 

Tandem Computers, Lnc. 36.013 437,792 445,661 

Unisys Corporation 51,856 562,982 369,474 

Totals $367,653,012 $410,144,270 

Computer Services 
Automatic Data Processing, Lnc. 240,002 $ 8,216,693 $ 9,270,077 
Computer Associates, Inc. 169,576 7,606,069 12.039.896 
Computer Sciences Corporation 612,368 46,714,805 45,851,054 

Totals $62,537,567 $67,161.027 

Computer Software 
Adobe Systems, lnc. 207,600 $ 6,848,176 $ 7,447,650 
Autodesk, lnc. 15.460 343,886 461,868 
BMC Software, Inc. 315,000 16,760,030 18,821,250 
Cabletron Systems, lnc. 22,939 1,213,037 1,574,189 
Cemer Corporation 355,000 7.631,245 7,588.125 
Electronic Data Systems, lnc. 1,383,100 70,081,836 74,341,625 
First Data Corporation 68,551 3,867,620 5,466,942 
Fiserv, Inc. 221,000 6.897,494 6,630.000 

1996 (omprehensin Annual fi-ial lepo,1 



Total Total 
Shares Cost Mark~t 

MacNeal-Schwendler Corporation 577,600 $ 7,049,287 $ 4.332.000 
McAfee Associates, Inc. 750 27,820 36,750 
Microsoft Corporation 830,574 58,785,674 99,772.702 
Novell, Lnc. 6,298,574 97,715,269 87,392.714 
Oracle Systems Corporation 585,552 13,399,852 23,093,000 
Parametric Technology Corporation 430,200 14,611,857 18,659,925 
Progress Software Corporation 379,000 8,770,041 6,206.125 
Shared Medical Systems Corporation 7,449 288,528 478,598 
Sungard Data Systems, Lnc. 440,300 15,626.733 17.667,038 
SyBase, Inc. 1,550,000 52.603,248 36,618,750 
Wall Data, Inc. 365,000 6,612,686 8,030,000 

Totals $389,134.319 $424,619,251 

Construction 
Case Equipment Corporation 22,900 $ 978,632 $ 1,099,200 
Centex Corporation 10,162 336,720 316,292 
Crane Company 9,638 250,758 395,158 
Florida Rock Lndustries, Inc. 391,048 10,614,676 10,118,367 
Fluor Corporation 87,400 3,993,672 5,713,775 
lnsleel Lndustries, Inc. 117,382 622,251 865,692 
Kaufman Broad Home Corporation 9,276 154,992 134,502 
Lawson Products, Inc. 493,400 12,671,722 12,458,350 

0 
Masco Corporation 48,458 1,098,426 1,465,855 .. 
Owens Coming Fiberglass Corporation 13,223 487,417 568,589 
Pulte Corporation 8,780 256,267 234,865 
Sherwin-Williams Company 206,812 7,618,575 9,616.758 
Trimas Corporation 500,000 10,490,880 11,687,500 
Wolohan Lumber Company 478,090 7,351,871 4,900.423 

Totals $56,926,859 $59,575,326 

Containers 
AptarGroup, Inc. 102,500 $ 3,797,252 $ 3,100.625 
Ball Corporation 9,431 314,894 268,784 
Bemis Company, Loe. 484,967 9,204,970 16,973,845 
Blessings Corporation 400,000 2.942,402 4.100,000 
Crown Cork & Seal, Lnc. 190,096 7,806,279 8,554,320 
Sealed Air Corporation 478,900 342 16,103,013 
Tupperware Corporation 331,770 9,504,131 14,017,283 

Totals $33.570,270 $63,117,870 

Cosmetics /Toiletries 
Alberto-Culver Company Cl-A 250,000 $ 5,151,699 $ 10,000,000 
Alberto-Culver Company Cl-8 5.601 133,410 259,746 
Avon Products, Inc. 46,500 J, 132,150 2,098,313 
Church & Dwight Co., Inc. 292,700 7,808,037 6,ll0,113 
Clorox Company 17,725 885,930 1,570,878 
Colgate-Palmolive Company 965,600 57,130,844 81,834,600 
Gillette Company (fhe) 522,198 24,874,944 32,572,100 
International Flavors & Fragrances, inc. 267,103 12,422,414 12,720.780 
Procter & Gamble Company (The) 1,088,708 83,008,443 98,664.163 

Totals $192,547,871 $245,830,693 
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Investments 

Total Total 
Shares Cost Market 

Diversified 
ACX Technologies, Inc. 555,200 $ 5,760,513 $ 11,034,600 
Alco Standard 319,596 14,156.820 14,461,719 
AlHed-Signal, 1nc. 215,266 8,582,105 12,297.070 
Coming. Inc. 946,021 29,923,597 36,303,556 
Dial Corporation 29,948 643.258 857,262 
GenCorp. lac. 1,949,600 22,146.207 29,487.700 
Hanson P/C (ADR) 7,503,000 130.508.80 I 106,452.564 
Loews Corporation 738,000 32,679,665 58,209,750 
Minnesota Mining & Manufacturing Co. 376,354 23,677.646 25,968,426 
Ogden Corporation 13,531 344.203 245.249 
Primark Corporation 660.000 23.474.644 21,532.500 
Teledyne, Inc. 1,764.193 35,715,046 63,951,996 
Teledyne, Inc. Series E 106,855 1,263.349 1,642.896 
Tenneco. Inc. 1.987.600 93.776.995 101.616,050 
Textron, Inc. 27,216 1.387,712 2,173.878 
Whitman Corporation 323,069 4.961,624 7,794.040 

Totals $429.002.185 $494,029.256 

Drugs 
Alpharma, Inc. Cl-A 465,000 s 7,539,780 $ 9.241,875 
Alza Corporation Cl-A 3,664,369 78.396.251 100.312.101 .... 
American Home Products Corporation 705,076 27.172,028 42,392.694 .... 
Amgen, Inc. 436,078 22,054,209 23,548,212 
Bristol-Myers Squibb Company 487,937 29,486,038 43,914,330 
Eli Lilly & Company 176.408 4,998.877 11.466,520 
Forest Labs, lac. 1,127,900 52,941,715 43.565,138 
Genzyme Corporation 1,251,600 65,693.934 62,892,900 
Merck & Company, Inc. 895.872 49,733,152 57,895,728 
Mylan Laboratories, Inc. 3.775.000 73,144,551 65.590,625 
Perrigo Company 3,544,000 44,690,299 39,870.000 
Pfizer, Inc. 1,244,400 34,843,483 88,819.050 
Pharmacia & Upjohn, lnc. 1,042.076 42,302,875 46,242,123 
Schering-Plough Corporation 1,250.324 35,240.725 78,457.831 
Smithkline Beecham Corporation 1,300,000 63.260,218 70.525,000 
Wamcr-Lamben Comeany 86,848 3.083,989 4,776,640 

Totals $634.582.124 $789.510,767 

Electric Power 
American Electric Power Company. Inc. 59,222 $ 2,031,316 s 2,524.338 
Baltimore Gas & Electric Company 1.00 L.314 25.965.449 28.412.285 
Carolina Power and Light Company 51.739 1.408,423 1,966.082 
Central & South West Corporal ion 2,639,471 72,118,989 76,214,725 
CINergy Corporation 534.320 16,190.917 17.098.240 
CMS Energy Corporation 620.000 17,361.150 19,142.500 
Consolidated Edison Co. of cw York 2.675,036 83,799.884 78,244.803 
Dominion Resources. Inc. 2.619,065 105,595,047 104,762,600 
DPL, Inc. 483,000 10.030,593 11.773,125 
DTE Energy Company 47.360 1.533,831 1.462.240 
Duke Power Company 65.771 2.517,597 3.370.764 
Eastern Utilities Associates 600,000 14,517.926 11,700,000 
Edison Lntemational Corporation 143.459 3,058,507 2.528,465 
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Total Total 
Shares Cost Market 

Enova Corporation 1.500,000 $ 33,394,493 $ 34,312,500 
Entergy Corporation 725,125 21,454,819 20,575.422 
FPL Group. Inc. 443,864 16,506,918 20,417,744 
General Public Utilities 36,700 I, 107,818 1,293,675 
Houston lndustries, lnc. 83.226 1.866,496 2,049.440 
lpalco Enterprises 415,200 9,727.799 10.899.000 
KU Energy 367,100 10,202,029 10,967.113 
New England Electric Company 3,000,000 111,200,052 109.125,000 
Niagara Mohawk Power Corporation 45,454 847,970 352,269 
NIPSCO Industries 287,300 9,776,238 11,563,825 
Northern States Power Company 21,167 910,259 1,045,121 
Ohio Edison Company 48,808 1,068.666 1,067,675 
PP&L Resources, Inc. 2,750.400 62,359,109 64,978.200 
Pacific Gas & Electric Company 139,372 4,553,440 3.240,399 
PacifiCorp 3,094,448 60,251,806 68,851,468 
PECO Energy Company 728,600 18,945,671 18,943,600 
Pinnacle West Capital Corporation 590,700 12,807,779 17,942,513 
Public Service Enterprise Group, lnc. 3,712,547 I 03,757,741 I 02.095,043 
Puget Sound Power & Light Company 461,000 11,501,450 11,179,250 
SCANA Corporation 1,000,700 25,695.837 28,144,688 
Southern Company 218.252 4,342.312 5,374,456 
TECO Energy 380,400 7,929,174 9,605,100 

00 
Texas Utilities Company 2,269,940 85,937,423 97,039,935 

..... Unicom Corporation 68,352 2,275,333 1,905,312 
Union Electric Company 1,354.695 53,688,895 54,526,474 

Wisconsin Energy Corporation 420,000 11,857,521 12,127,500 

Totals $1.040,096,677 $1,078,822,889 

Electrical Equipment 
Duracell International 1,429,000 $ 61.407.210 $ 61.625,625 
Emerson Electric Company 1,312,243 73,437.719 1 I 8,593,961 
General Electric Company 1,609,348 53,142,327 139,610.939 
General Instrument Corporation 192,800 5.068,173 5,567,100 
Grainger (W.W.), lnc. 16.527 932,975 1,280.843 
Honeywell, lnc. 43,373 1.493.526 2,363.829 
Hubbell, Inc. 200,225 10,281,547 13,264.906 
Raychem Corporation 168,300 5,410,287 12,096.563 

Thomas & Betts Corporation 1,355,924 45,434,814 50,847.150 
Westinghouse Electric Corporation 1,698,087 21,967.653 32.051,392 

Totals $278,576,231 $437,302,308 

Electronics 
AMP,Inc. 619.463 $ 24,581,502 $ 24,855.953 
Amphenol Corporation 550,000 13.238,145 12,650,000 
Applied Materials 52,900 1,518,914 1,613,450 
Arrow Electronics, lnc. 815,000 33.723,092 35,146.875 
Harris Corporation 12,664 406,426 772,504 
Intergraph Corporation 5,770 67,343 69,961 
International Rectifier Corporation 1,704,000 33,233,845 27.477.000 
LSI Logic Corporation 41,229 1,407,891 1,071.954 
Measurex Corporation 455,400 8,504,856 13,320,450 

Motorola, lnc. 922,894 50,289,692 57,911,599 
National Semiconductor Corporation 4,233,861 68,632,336 65,624.846 
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Totol Total 
Shares Cost Market 

Perkin-Elmer Corporation 14,179 $ 408,239 $ 684.137 
Sun TV & Appliances 255.600 2,875,500 926.550 
TCA Cable TV 355,000 8,867,650 10,738,750 
Tektronix, Inc. 9,573 238.541 428,392 
Telenex, lnc. 300,000 11,872,649 14,325,000 
Xii inx. lnc. 560.000 18,254,240 17,780,000 

Totals $278,120,861 $285,397,421 

Environmental 
Bro\\ning-Ferris Industries. Inc. 3,568.065 $104.231,078 S 103.4 73.885 
Dames & Moore, Inc. 900,000 11,558.742 10.912,500 
Johnson Controls, Inc. 15.422 736.179 1.071.829 
Laidlaw, Inc. CI-B 90,080 792,688 912.060 
MiUipore Corporation 18,412 330.498 771,003 
Safety-Kleen Corporation 18,467 378.775 323.173 
Thenno Electron 369. 150 10,694,923 15,365,869 
Tyco Laboratories, Inc. 47.960 960.537 1,954.370 
WMX Technologies, lnc. 154,779 4,278.744 5,069,012 

Totals Sl33.962.164 S139.853.701 

Exploration/Drilling 
BJ Services Company 474,700 S 9,207,357 SJ 6.673,838 ....... 

"° 
Burlington Resources. Inc. 181,800 7,331,769 7.817,400 
Diamond Offshore Drilling, Inc. 401,100 19.779.947 22.862.700 
Helmerich & Payne, Inc. 7.732 233,558 283,185 
McDermon International, Inc. 16.559 444.106 345.669 
Vintage Petroleum, Inc. 525,000 10,236,450 13,387,500 

Totals $47,233,187 S61,370.292 

fmancial Services 
American Express Company 153,481 $ 3,741,725 $ 6,849,090 
American General Corporation 70.195 1.573.108 2,553.343 
Beneficial Corpormion 16,512 563,619 926,736 
Countrywide Credit, Inc. 462,500 6,984,478 J 1,446,875 
Dean Winer Discovery & Co. 384,396 19.904.792 21,958.622 
Federal Home Loan Mongagc Corporation 57,382 2,798,981 4,906,161 
Federal ationaJ Mongage Association 1.842,792 28.458.850 61,733.532 
First USA, Inc. 98,500 3,257,269 5,417.500 
Franklin Resources. Inc. 275,000 10,037.460 16,775.000 
Green Tree Financial Corporation 278,900 9,188.727 8.715,625 
Household International, Inc. 29,888 796.058 2,271,488 
Marsh & McLennan Companies, Inc. 2.023.528 167.087.812 195.270,452 
1\,ffiNA Corporation 71,470 1,086,836 2.036.895 
Merrill L}'llCh & Company. Inc. 56.340 1.985.707 3,669.143 
Morgan Stanley Group 49,250 2,436.274 2,419.406 
Salomon, Inc. 35.716 1,390.224 1.571.504 
SunAmerica. Inc. 224,200 10,641.341 12,891,500 
TransAmerica Corporation 22.167 1.120,960 1.795,527 
Travelers Group, Inc. 431.048 9.481.640 19,666.565 
U.S. Trust Corporation 200,000 8,105,048 10,100,000 

Totals S290.640,909 S392.974,964 
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Shares Cost Market 

Food Producers 
Archer Daniels Midland Company 166.874 $ 2,570,444 $ 3,191,465 
Campbell Soup Company 80,311 3,312,643 5,661.926 
Chiqui1a Brands lnlemationnal, Inc. 58,400 960.968 7S9.200 
ConAgra. Lnc. 80,742 2,330.290 3,663,668 
CPC ln1ema1iooal, Inc. 1,145,500 57,292,859 82,476,000 
Dole Food Company. Inc. 728,200 28,934,823 31,312,600 
Eanhgrains Company 237,900 7,423.962 7,791,225 
General Mills, Inc. 336.469 19,840.880 18.379,619 
Heinz. (H.J.) Company 652,050 21,894,145 20,050,538 
Hershey Foods Corporation 25.201 1,184.046 1,849,123 
Kellogg Company 320,341 24,120,560 23,464,978 
Lance, Inc. 900,000 15,216,190 14,850,000 
McCormick & Company 1,390,000 34,543,155 30,753,750 
Pioneer Hi-Bred lntema1ional 29.799 1,094,002 1,575.622 
Quaker Oats Company 44,644 I.S34,261 1.512,316 
Ralston Purina Group 33,207 1,250,332 2,129.399 
Sara Lee Corporation 2,306,213 69.878,771 74,951,923 
Smucker (J.M.) Company CI-B 1,119,700 22,973,134 20,854,413 
Smucker (J.M.) Company 84,800 2,051,313 l.664,200 
Unilever N.V. Sl,232 5,887,791 7,435,044 

Universal Foods Corporation 377,200 ll,494,014 13,909,250 

0 
Wrigley (Wm. Jr.) Company 37,444 1,378,872 1,890,922 

00 

Totals $337,167,455 $370,127,[81 

Food Retailers 
Albenson's, Inc. 81,253 $ 2,040.925 $ 3,361.843 

American Stores Company 45,342 1,181,148 l,847,687 
Fleming Companjes 11.7S9 357,132 169.036 
Giant Food, Lnc. 19,067 440,782 684,029 
Great A1lantic & Pacific Tea Co .. Inc. 12,175 347,681 400,253 
Hannaford Brothers Company 269,400 4.234.695 8,789,175 

Kroger Company 858.000 13,684,558 33,891,000 

Ruddick Corpora1ion 735,200 4,642,422 9,557.600 
SuperValu, lnc. 23,055 752.392 726.233 

Sysco Corporation 1,734,399 48,546,639 59,403.166 
Vons Companies 437,300 7.427,481 16,344.088 
Winn-Dixie Stores, Inc. 48,829 1.566.075 l,727,326 

Totals $85,221.930 $136,901.436 

Furniture/ Appliances 
Armstrong World Industries Inc 182,054 $ l 1.0 I 2.152 $10,490.862 
Black & Decker Corporalion 26,675 574,088 1.030.322 

Maytag Company 34,187 545,640 722,200 
Newell Companies, IJ1c. 50,622 l,250,374 l.550,299 
Premark Intema1ional. Inc. 21,870 220,817 404,595 

Rubbermaid, Inc. 51,621 1,640,748 1,406,672 

Stanhome, lnc. 370,900 [2,024,123 9,828.850 
Stanley Works 28,928 572,168 860,608 

Whfrlpool Corporation 22,364 l,029,991 1,109,814 

Totals $28,870.10 I $27,404,222 
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lnvestmtnts 

Total Total 
Shares Cost Mcdet 

I bisurance Companies 
Aetna Life and Casualty Company 35,151 s 1,616,238 $ 2,513,297 

I Alexander & Alexander Services, Inc. 12,939 319,123 255,545 
Allmerica Propeny & Casualty Cos. 475,500 8,167,834 12,838,500 
Allstate Corporation 1,401,328 54,356,447 63,935,590 I American International Group, Inc. 1,430,000 93,567,887 141,033,750 
American Re Corporation 789,700 30,752,493 35,437,788 

I AON Corporation 74,500 3,872,553 3,780,875 
AVEMCO Corporation 300,000 4,718,738 4,050,000 

I Chubb Corporation 2,667,060 97,178.538 133,019,618 
CIGNA Corporation 25,920 1,462,939 3.055,320 
Cincinnati Financial Corporation 220,300 7,113,977 12,639,713 I Citizens Corporation 494,000 8,817,357 9,262,500 
Gallagher (Anhur S.) and Company 296,200 6,205,678 9,478,400 

I General Re Corporation 517,323 76,881,814 78,762,427 
Hanford Steam Boiler Insurance Co. 559, I 00 23,516,138 27,465,788 

I Hilb Rogal & Hamilton Company 534,900 7,163,322 7,421,738 
Horace Mann Educators 431,700 10,791,271 13,706,475 
ITT Hartford Group, Inc. 33,517 958,204 1,784,780 I Jefferson-Pilot Corporation 24,559 691,100 1,267,858 
Lincoln National Corporation 1,473,048 54,156.299 68,128,470 

I NYMAGIC,lnc. 445,500 7,780,466 8,408,813 
Ohio Casualty Corporation 374,000 11,295,074 12.996,500 C 

Providfan Corporation 32,684 824,204 1,401,327 
SAFECO Corporation 381,524 10,356,312 13.496,4ll 
S1. Paul Companies, Inc. 27,142 1,133,585 1,452,097 

I Torchmark Corporation 23,730 1,240,296 1,038,188 
Transatlantic Holdings 783,800 44,998,641 54,866,000 

I UNVM Corporation 25,000 1,255,007 1,556,250 
USF&G Corporation 3.775,066 49.907,251 61,344.822 

I USLIFE Corporation 10,992 261,476 361,362 

Totals $621.360,262 $786,760.202 

I 
Machinery /Equipment 

I Briggs & Stratton Corporation 261,110 $ 10,339,876 $ 10.738,149 
BWlP. Inc. 1,142,200 18,851.746 21,701,800 
Cascade Corporation 595,200 4,841,995 7,960,800 

I Caterpillar Inc. 140,836 6,810,441 9,541,639 
Cincinnati Milacron Inc. 1,829,262 40,038,893 43,902,288 

I Cooper Industries, Inc. 2,936,731 IO 1,398,329 121,874,337 
Cummins Engine Co., Inc. 11.032 456,024 445,417 
Deere & Company 80,073 1.477,082 3,202,920 I Dover Corporation 36.594 877,501 1,683,324 
Foster Wheeler Corporation 1.091.209 22,128.460 48.831.603 

I General Signal Corporation 2,121,414 66,440,450 80,348,555 
Giddings & Lewis, Inc. 10,915 248,623 177,369 

I Goulds Pumps, Inc. 1,688,200 39,492,251 43,260,125 
Hamischfeger Industries, Inc. 500,241 12,186,406 16.633,013 
Harsco Corporation 270,000 11,260.456 18,157,500 I Illinois Tool Works. Inc. 231,758 11,853,732 15,672.635 
Ingersoll-Rand Company 1,385.447 40,910,416 60.613.306 

I Keystone International, Inc. 3,091.230 73,483,589 64,143,023 

I 
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Shores Cost Market 

Lincoln Electric Company 455,000 $ 13,650,000 $ 13.763,750 
ACCO Industries Cl-A 3,936 201,195 217.956 

Pull Corporation 397.328 10.169,039 9,585.538 
Parker Hannifin Corporation 23,155 770,169 981.193 
Stewart & Steven~on 912.000 30.560.430 20.748,000 
Timken Company 443.539 14,336,224 17.187.136 
Trinova Corporation 647.100 14.564,084 21.596.963 
Varity Corporation 11.530 433.456 554.881 
Waus fndustries. Inc. Cl-A 577.000 12,945.415 10.746.625 

Totals $560.726.282 S66-t.269.845 

Media 
Comcast Corporation Cl-A 1,138.800 S 23,049,570 S 21,067,800 
Cox Communications 2.950.820 46,232,41'\ 63.811.482 
Grupo Televisa Gels 1,300,000 31.160.573 39,975.000 
Tele-Communications. Inc. Cl-A 917,500 15.166.474 16.629,688 
Time Warner lnc 890,797 34,039,412 34.963.782 
USWest Media Group 150,382 2,607,020 2,744,472 

Tomls $152,255,484 $179,192.224 

Medical Supplies /Services 
Abbott Laboratories 2,305,574 S 82.285,311 $100,292.469 
Allergan, lnc. 21,397 520,816 845.182 
Apria Healthcare Gp .. Inc. 814,500 20.021,542 25,554,938 
Bard (C.R.}, lnc. 16,566 476.293 565.315 
Bausch & Lomb. Inc. 19,268 923,600 818.890 
Baxter International, Inc. 159,289 4,837.290 7.526.405 
Becton Dickinson & Company 20,525 803,771 1,647.131 
Beverly Enterprises, Inc. 25.412 305.0Oi 304.944 
Biomet. Inc. 37.013 497,318 532.062 
BoMon Scientilic 256.418 9.837.419 11.538.810 
Columbia/HCA Healthcare Corporation 446.709 18,516,825 23.954,770 
Community Psychiatric Centers 2.141.081 21.694.124 20.340.270 
Coram Healthcare Corporation 225,600 2,269,476 930.600 
Dentsply International 1,045,000 35.440.233 44.412.500 
Foundation Hculthcarc, Inc. 300,000 8,862,955 10.762.500 
Horizon/CMS I lealthcare Corporation 500,000 10.326.625 6,437,500 
Humana, Inc. 49,000 1.346,716 875.875 
Johnson & Johnson 1,706,816 70.051,837 84.487.392 
Manor Care, fnc. 19.967 584.535 786.201 
Medaphis Corporation 2,015,000 49,405.105 80,096,250 
Medex, Inc. 282.500 3.298.073 3.637.188 
Medtronic. lnc. 73.244 1,546,527 4.101.664 
Ncllcor Puritan Benncn. lnc. 1,365.000 75.278,452 66.202.500 
Owens & Minor. lnc. 800,000 10.189,610 9,300.000 
Physician~ Corporation of America 895,000 19.926,975 11,858.750 
St Jude Medical, fnc. 22,293 540,343 746.816 
Sybron International Corporation 1,520.600 28,806.485 38.015.000 
Tenet Healthcare 66,876 882.505 1,429.475 
Thermo Cardio\ystems 25.900 1.143,666 1.159.025 



Total Total 
Shares Cost Market 

U.S. Healthcare, Inc. 52,900 $ 1,787.236 $ 2.909,500 
U.S. Surgical Corporation 2,398,402 51,814,498 74,350.462 
United Healthcare, Inc. 267,300 16.480.752 13.498,650 
Value Health. Inc. 100.000 2.604.750 2,362,500 

Totals $553,306.667 $652.281.534 

Metals & Mining 
AJcan Aluminum Ltd. 997,743 S 23.030,504 $ 30.431.161 
Aluminum Company of America 861,522 34,622,746 49.429,825 
Asarco. Inc. 1,533.485 41,624.077 42,554,209 
Barrick Gold 113,023 3.158,869 3,065,749 
Cyprus Amax Minerals Company 28.976 853.996 662,826 
Echo Bay Mines Ltd. 34.833 416.112 374.455 
Frecpon McMoran Cl-8 33.700 858.Sl 8 1,074,188 
Homestake Mining Company 43,539 721,407 745.605 
lnco Ltd. 2,931.680 78.878,804 94,546.680 
'ewmont Mining Corporation 612.739 25.962,537 30,253,988 

Phelps Dodge Corporation 22,640 998,275 1,409,340 
Placer Dome, Inc. 76,477 1.866.043 1.825.888 
Reynolds Metals Company 19,010 945.741 990,896 
Santa Fe Gold 34.113 427,836 481.846 

Totals $214.365.465 $257,846.656 00 .... 
Miscellaneous 
Lancaster Colony Corporation 315,700 S 11.634.261 $11,799.288 

Totals $11,634,261 $11. 799 .288 

Natural Gas 
Columbia Gas Systems 16,048 $ 379,493 s 832,490 
Consolidated National Gas 629,640 23,385,525 32,898.690 
National Fuel & Ga, 450.000 12.914.149 16,200,000 
NICOR, Inc. 18,101 448.971 513,616 
NorAm Energy Corporation 39,214 329.275 426,452 
ONEOK, Inc. 8,527 167.297 213,17S 
Pacific Enterprises 26.752 627,278 792,528 
Peoples Energy Corporation 11,164 349.244 373,994 
Sonat, Loe. 727,768 14,-H5.882 32.749,560 
Southwest Ga.~ Corporation 516.800 8.312,557 8.333.400 
Williams Companies. Inc. 1,509.264 47.380,561 74,708,568 

Totals SI 08.770.232 S 168,042,473 

Office Equipment 
Moore Corporation Ltd. 31,810 $ 627.002 s 600.414 
Pitney-Bowes, Inc. 50.955 2,001.888 2,433.101 
Xerox Corporation 245,333 9,108,999 13,125.316 

Totals S 11.737 ,889 $16.158,831 



Total Total 
Shares Cost Market 

Oil - Domestic 
Amerada Hess Corporation 29,460 $ 1,593,676 $ 1,579,793 
Amoco Corporation 159,282 7,675,806 11,488,214 
Ashland Oil, Inc. 763,248 30,886,434 30,243,702 
Atlantic Richfield Company 813,600 77,250,9 96,208.200 
Diamond Shamrock, Inc. 477,500 11,519,0:- 13.787,813 
Kerr-McGee Corporation 15,388 673,6~ 936,745 
Louisiana Land & Exploration Company 8.950 335,0 515.744 
Murphy Oil 2,040,000 87,076.0 92,565,000 
Occidental Petroleum Corporation 4,279,124 86,685,41 105,908,319 
Oryx Energy Company 30,649 641,6 498.046 
Pennzoil Company 667,836 29,374.6 30.887,415 
Phillips Petroleum Company 83,639 2,270,X< 3,502,383 
Sun Company, Inc. 4,746,291 142,227,41 144.168,589 
Ultramar Corporation 1,057,400 26.785.91 30,664.600 
Union Texas Petroleum, Inc. 3,800,000 79.252,2IJ 74,100,000 
Unocal Corporation 4,401,500 102,311,71) 148,000.438 
USX-Marathon Group 7,341,091 137,390.l<I 147,739.456 
Valero Enerl\l Corporation 575,000 11,207,82~ 14,375,000 

Totals $835,159,143 $947,169.457 

Oil - International 
Broken Hill Proprietary Company Ltd. 1,857,900 $ 41,131,442 $ 51,788.963 
Chevron Corporation 208,352 4,431.45 i 12,292.768 
Exxon Corporation 2,457,272 149,696.02 213,475,505 
Mobil Corporation 453,390 33,913,111 50,949,701 
Royal Dutch Petroleum Corp. 696,949 76,595.117 l07,155,909 
Texaco, Inc. 1,007,529 62.455,S, 84,506,495 

Totals $368,222,6!-i~ $520,169,341 

Oil - Services 
Baker Hughes, Inc. 3,342,585 $ 65,410,559 $109,887.482 
Dresser Industries 2,933,861 64,077.47::? 86,548,900 
Hallibunon Company 611,463 17.379,485 33,936.197 
Rowan Companies, Inc. 26,842 297,212 395.920 
Schlumberger Ltd. 495,367 31,901.501 41,734.670 
Western Atlas International 14,018 572,980 816.549 

Totals $179,639,209 $273,319,718 

Paper /Forest Produds 
Albany International Corporation Cl-A 667,500 $ 9,293,226 $ 15,102,188 
Boise Cascade Corporation 691,496 14,729,871 25,326.041 
Champion International Corporation 2.468,573 95,327,978 103,062.923 
Georgia-Pacilic Corporation 28,702 1,724,336 2,037.842 
International Paper Company 2.345,488 78,204,081 86,489,870 
James River Corporation 25,989 483,389 685,460 
Kimberly-Clark Corporation 328,472 22,061,593 25.374.462 
Louisianna-Pacific Corporation 35,358 726,038 782,296 
Mead Corporation 19,075 800,468 989.516 

I 

Mosinee Paper Corporation 428,413 6.815,469 11,460,048 
Pentair, lnc. 444,000 8,871,501 13,320,000 
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Potlatch Corporation 9,386 $ 426.227 $ 367,227 
Stone Container Corporation 31,701 445,243 443,814 
Temple-Inland, lnc. 1,187,944 50.674,159 55,536.382 
Union Camp Corporation 22,353 930.797 1,089.709 
Westvaco Corporation 32,020 691.533 956,598 
Weyerhaeuser Company 66,110 2.642,360 2,809,675 
Willamette Industries, Inc. 17,700 1.208,131 1,053,150 

Totals $296,056.400 $346,887,201 

Photo/Optical 
Easunan Kodak Company 348,490 $13,790,633 $27,095,098 
Polaroid Corporation 15,024 510.224 685.470 

Totals $14,300,857 $27,780,568 

Printing/Publishing 
American Greeting Corporation Cl-A 22,131 $, 612.305 $ 605,836 
Belo (A. H.) Corporation 400,000 6,377,319 14,900,000 
Deluxe Corporation 26,442 1,054.724 938,691 
Donnelley (R.R.) & Sons Company 49,643 1.473.208 1,731,300 
Dow Jones & Company, Inc. 32,074 988,507 1,339,090 
Dun & Bradstreet Corporation 284,769 14,566.721 17,798,063 
Gannen Company, Inc. 1,127,449 53.254,118 79,767.017 oe .,., 
Harcoun General, Inc. 24,772 775,914 l,238,600 
Harland (John H.) Company 10,248 241,353 252,357 
Jostens, lnc. 14,919 313,414 294,650 
Knight-Ridder, lnc. 17,737 1,020.923 1,285.933 
McGraw-Hill Corporation 31.374 1,045,029 1,435,361 
Meredith Corporation 9,530 166,273 397,878 
New York Times Company Cl-A 3,740,959 IO 1.406.587 122,048,787 
Scripps (E.W.) Company 300.000 7,800,000 13,987,500 
Thomas Nelson, lnc. 204,700 4,147,908 2,737.863 
T1J11es Mirror Company Cl-A 36,073 794,925 I ,569,176 
Tribune Company 174,256 9,066,775 12,655,342 
Wru.hington Post Company Cl-8 412,100 94,582,288 133,520,400 

Totals $299,688,291 $408,503,844 

Professional Services 
H & R Block, Inc. 34,254 $ 1,292.406 $ 1.121,819 
Interpublic Group of Companies. Inc. 24.009 740,271 1,125,422 
Service Corporation International 2.070,749 72,563,969 I 19,068,068 
Unifirst Corporation 512.200 6.169.814 l0,820,225 

Totals S80,766,460 $132,135.534 

Railroods 
Burlington orthem, lnc. 313,400 $24,227.949 $25,346,225 
Consolidated Rail Corporation 159,971 6,666,315 l0,618,075 
CSX Corporation 66.390 2.165,045 3.203.318 
'orfolk Southern Corporation 42,277 2,668,492 3.582.976 

Union Pacific Corporation 65,706 3,863,132 4,591,207 

Totals $39,590,933 $47.341.801 
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Total Total 
Shares Cost Market 

Recreation 
Acclaim Eniertainment, Inc. 926.700 s 13,089.588 s 8,919,488 
Bally Entertainment Corporation 15,003 126.969 412.583 
Bmnswick Corporation 30,442 495.350 608,840 
Carnival Corporation Cl-A 284.600 6,392,149 8.217.825 
Continuum. Lnc. 236,265 9,155.105 13,703,370 
Fleetwood Enterprises. lac. 14,492 322.429 449,252 
Handlcman Company 322,206 3,805.082 2,255,442 
Harrah's Enienainment. Inc. 32.796 796.404 926.487 
Hasbro Bradley, Inc. 28,173 765.239 1,007, I 85 
King World Productions. Inc. 1.055,600 30,063.294 38.397.450 
Mane!, Inc. 83,598 1,129.973 2.392.993 
Outboard Marine Corporation 6.242 112.611 113,136 
The Walt Disney Company 266,9-11 11,193.814 16,783.915 
Viacom. Inc. CI-B 1.688.218 67,626.075 65.629.475 

Totals $145,074.082 $159,817.441 

Restaurant/Lodging 
Bob Evans Fanns, Inc. 727,533 S 13,501,346 $ 12.368.061 
Darden Re\taurants. Inc. 51.469 617,357 553.292 
Hilton Hotels Corporation 15,226 718.677 1,714.828 
lnie~tate Hotels Company 100,000 2.100,000 2,200.000 
ITT Corporation 38,117 I, 197.450 2,525.251 
Luby 's Cafeteria\, Inc. 8.907 199.522 209,315 
Marriou International, Inc. 40,800 905,849 2,193,000 
McDonald's Corporation 1,207.446 52.812.594 56.448.101 
Promus Hotel Corporation 446,650 7.661.827 13.232.006 
Red Lion Hocels. Inc. 561.500 11.380,545 11.791.500 
Red Roof Inns, Inc. 685,000 10,141.766 9.675.625 
Ryans Family Steak Houses. Inc. 17J)95 141.452 158,129 
Shoney·s, Inc. 12,985 288,020 141.212 
Wendy's International. Inc. 505.238 9,535.413 9,410.058 

Totab !b 11 1.20 1.8 l 8 $122.620.378 

Retail - Discount 
Family Dollar Stores, lnc. 360.000 $ 6.260.350 s 6,345.000 
Kmart Corporation 14.410.996 223.234.081 178.336.076 
Rite Aid Corporation 28,415 538.838 845.346 
Thrifty Payl~s I loldings 709,000 9.926.000 12.230.250 
TJX Companie:., Inc. 23,637 S38.060 797.749 
Toys · R' U1>. Inc. 94.571 3.134.884 2,695.274 
Value City Dept Stores 688,500 9.014.305 7.573.500 
Wal-Mart Store\. lnc. 2.215.340 51.468.934 56,214.252 
Woolworth Corporation 6,320,300 128,530.620 142.206.750 

Totab $432,646.072 $407.244.197 

Retail - General 
Dayton-Hudson Corporation 121.064 $ 8,965.478 $ 12,484.725 
Dillard Department Stores Cl-A 201,693 7,774,823 7.361.795 
Federated Department Store\ 290,200 6,841,226 9,903,075 
Fred Meyer, Inc. 381,200 13,478,601 11,197.750 
J.C. Penney. Inc. 76,105 2.953,763 3,995.513 
May Departmen1 Store~ Company 285,640 10.642,571 12.496.750 
Mercantile Stores Company. Inc. 11,966 399.375 701,507 

Slate Te«htn l,lir_t Syslt111 al Ohit 

--- ---



Shares 
Price/Costco. Inc. 641,971 
Sears Roebuck & Company 225,615 

Total!> 

Retail - Specialty 
Blair Corporation 421.400 
Cha.rming Shoppes, Inc. 32,856 
Circuit City Stores. Inc. 30.765 
CUC lnternational. Inc. 54,700 
Fabri-Cemers of America, Inc. 553,900 
Fabri-Centers of America, Inc. Cl-8 553,900 
Fingerhut Companies, Inc. 42,000 
Gap. Inc. 93,078 
Home Depot, Inc. 572,335 
Jacobson Stores. lnc. 97.800 
Limited, Inc. 607,380 
Long·s Drug Stores. Inc. 6.718 
Lowe's Companies, Inc. 46.362 
Melville Corporation 33.919 
Nordstrom. Inc. 26,406 
Payless ShoeSource, Inc. 14.838 
Pep Boys Manny, Moc and Jack 19,896 
Talbots, Inc. 135,100 
Tandy Corporation 17.805 
Walgreen Company 341,958 

Totals 

Savings & loan 
Ahmanson (H.F.) & Company 37.367 
Charter One Financial. Inc. 155,000 
Golden WeM Financial Corporation 20,649 
Great Western Financial Corporn1ion 41,943 

Totals 

Semiconductors 
Advanced Micro Devices. Inc. 4,742.833 
Intel Corporation 737,894 
Maxim Integrated Products, lnc. 404,200 
Micron Technology 340.000 
Texas Instruments, Inc. 957.918 

Totals 

Steel 
Armco, Inc. 333.127 
Bethlehem Steel Corporation 17.091 
Cleveland-Cliffs, Inc. 585,000 
Inland Steel lndustric~. Inc. 707,500 
LTV Corporation 4.671.800 

ucor Corporation 29.752 
USX-U.S. Steel Group 21,459 
Worthington Industries. Inc. 388,820 

Totals 

Total 
Cost 

$11,245.228 
7.342,304 

$69,643.369 

$14.344,896 
164,280 
401.091 

1,411,114 
6,592.776 
3,279.308 

616.476 
1,611.527 

21.366,208 
2.250.066 

10.846.967 
230,572 
746,250 

1.643.921 
1,084,702 

351.258 
501.804 

4.839.162 
632,070 

8,727.575 

$81.642.023 

$ 659.789 
4,885,280 

800.205 
640,511 

$6,985,785 

S 94.591.940 
45.154.976 
14,540.927 
10,678,132 
64,141.600 

S229.107.575 

s 1.699.494 
268,835 

19.633,143 
16,825.244 
64,812,252 

l.218.838 
546,561 

5.661.400 

$110,665,767 

lnvtstments 

Total 
Market 

$13,882.623 
10,970.529 

S82.994.267 

s 9,955,575 
232.062 

1,111.386 
1,941,850 
9.139.350 
8,377,738 

656,250 
2.990,131 

30.906.090 
1,161,375 

13.058.670 
299.791 

1,674,827 
1.373,720 
1,175,067 

471.107 
676.464 

4,373.863 
843.512 

11.455.593 

$101.874,421 

$1,008.909 
5.405,625 
1,156.344 
1,001,389 

$8,572,267 

S 64,621,100 
54,189.460 
11,039.915 
8,797,500 

47,776.160 

$186.424. 135 

s 1.665,635 
202.956 

22.888.125 
13,884,688 
53,141.725 

I ,506,195 
608.899 

8,116,618 

$102.014,841 

1996 Comp11htnsiv1 Annal finaaaal hptrt 
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Total Total 
Shares Cost Manet 

Telecommunications 
Andrew Corporatioo 49,500 $ 1.142.497 $ 2,660,625 
DSC Communications Corporation 2,075,422 70,908,956 62,522,088 
Northern Telecom Ltd. 80,043 2.457,87 4,352,338 
Scientific Atlanta, Inc. 2,475,888 42,078.460 38,376,264 
Tellabs, Inc. 27.700 1,333.06'> 1.852.438 

Totals SI 17,920,84!1 $109.763,753 

Tobacco 
American Brands, Inc. 58,057 S 2.221,6111 $ 2,634,336 
Philip Morris Companies, Inc. 834.416 46.791.41•' 86,779,264 
Universal Corporation 610,200 14,639.67( 16.170.300 
UST, Inc. 67,803 1.950,47 2,322,253 

Totals $65,603,175 $107,906,153 

Trucking/Shipping 
Airborne Freight Corporation 495,000 $10,159,162 $12,870.000 
Caliber System, Inc. 12,504 448,786 425.136 
Consolidated Freightways. Inc. 767,439 18,681.455 16,212,149 
Federal Express Corporation 89,288 6,394,281 7,321,616 
Ryder System Company 24,401 607,220 686,278 
Yellow Corporation 1,129,300 15,81 O.'.!()() 14,963.225 

ToLals $52.101,104 $52,478,404 

Utility - Phone 
AirTouch Communications 1,340,712 $ 40,234,678 $ 37,875,114 
ALL TEL Corporation 634.800 18,776,751 19,520,100 
Ameritech Corporation 520,680 23,670,050 30.915,375 
AT&T Corporation 1,410.371 62,128,241 87.443.002 
Bell Allantic Corporation 139,386 7,003,8()() 8.885.858 
BellSouth Corporation 1,057,862 38,924,856 44,430,204 
GTE Corporation 1.234,593 37,058,746 55.248,037 
MCI Communications Corporation 3.144,200 66,685,058 80.570,125 
NYNEX Corporation 138,737 5,886,443 6,590.008 
Pacific Telesis Group 3,337.178 101,2 I 2,387 112,629,757 
SBC Communications, Inc. 689,292 23,945.606 33.947.631 
Sprint Corporation 136,328 3,988,637 5,725,776 
Telefooos De Mexico (ADR) 3.099.500 106.998,3% 103.833.250 
U.S. West, Inc. 150,382 4,101,711 4,812,224 
Worldcom. lnc. 908.000 32.441,480 50,280,500 
Totals $573,056,849 $682.706,961 

Water 
American Water Works Company, Inc. 501.200 $ 10,324,723 $ 20,048.000 

Totals $ 10,324,723 $ 20.048.000 

Call Options ($1,989,418) ($1, 119,450) 

I 
Total Common Stocks $12,853,530,918 $15,431,424,302 
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International Investments 

Exlernally managed: 
Stocks 
Fixed income 
Currency and liquidity reserves 

ToLal externally managed 

Internally managed: 
Country funds 
EAFE index fund 
Emerging markets index fund 
EAFE equity swaps 

Total internally managed 

Total International Lnvestments 

Venture Capital 

Alpha Capital Fund II 
Blue Chip Capital Fund 
Blue Chip Opportunity Fund LTD 
Brantley Venture Partner U 
Brantley Vemure Partners Ill 
Cardinal Development Capital Fund 
Datamedia Corporation 
Morganlhaler Venture Partners 

onhcoast Fund, LTD Partnership 
NW Ohio Venture Fund 
Palmer Organi7ation 
Primus Capital Fund 
Primus Capital Fund II 
Primus Capital Fund m 
Primus Capital Fund Ill, Pfd 
Sagamore Financial Corporation 

Total Venrure Capital 

Bonds 

Combined dedicated portfolios 
Secular portfolios 
Agency bonds 
U.S. Treasury bonds 
Asset-backed bonds 
Finance bonds 
Industrial bonds 
Utility bonds 
Yankee bonds 

Total Bonds 

Book 
Value 

$1,357,750,424 
13,861,044 

114,353,382 

$] ,485.964,850 

$ 107,957,756 
750,014,055 
253,142,140 
573,765,283 

$1,684,879,234 

$3.170,844,084 

Book 
Value 

$ 838,991 
3,000,000 
4,000.000 
2,500,000 
2,100,000 

496,538 
50 

200,000 
1,250,000 
1,750,000 

700 
1.000 
1,000 

3,675,000 
3,675,000 

12,003.024 

$35,491,303 

Book Por 
Value Value 

$ 213,499,163 $ 358,474,860 
723,083,979 4.223,037.000 
359.585,764 584,588,035 

3,650,064.451 3.557,488.000 
417,177,927 424,359,829 
993,84 I. J 06 994.055,000 
631.465.569 629,215,418 
291,976,577 287,961,545 
584.819,398 557,625.000 

$7,865,513,934 $11,616,804,687 

-----------· 

Market 
Value 

$1,477,092,881 
14,027.368 

113,878,040 

$1,604,998,289 

$ 107.284,450 
816,386,378 
278,549.462 
603,676,317 

$ I ,805,896,607 

$3.410,894,8% 

Market 
Value 

$ 776.599 
3.074.069 
3,677.368 
3,077,017 
2,059,096 

205,281 
7,000 

185.734 
1.066.988 
1.362.304 

362,295 
397,014 

1,949,758 
3,588,154 
3,588,154 

13,490,524 

$38.867.328 

Morket 
Value 

s 252,744,807 
900.925,019 
379,383,205 

3.719,123.892 
415,696,519 
993,409,102 
624,810,112 
286.338,384 
588,518.715 

S8. 160.949,755 
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Guaranteed Mortgages 
Book Par Market 
Value Value Value 

Federal Horne Loan Mortg. Corp. $ 862.443.937 859.094.888 856.700.157 

Federal I auooal Mortg. As-.oc. 763.942.178 751.527.568 747.768.731 

Government National Mortg. As~oc. 1.3 l 3.638.630 1.354.925.755 1.317 .427 .323 

Letter ~tnp, 39.-'84.437 41.810.67'1 40.404.835 

Planned amortin11ion class 269.392.976 273.130.586 270.220.265 

FHA insured proJect loans 11.606.971 12.6<, 7 .821) 12.577.009 

Total S 3.260.509.129 $ 3.293,157.301 3,245,098.520 

Single family din.>ct s 102,503.334 103,907.662 109.005.258 

Mullifamily direct $ 653.579.534 664.357 .91J2 660.455 .510 

Total $ 756.082.868 s 768.265.654 769.460.768 

Total guaranteed mortgage~ S 4,016,591.91J7 S 4,061 .422.955 4,014.559.288 

Total Fixed Income SI 1,882.105,931 S15.678.227.642 ",12.175.509.043 1 
I 

Short-Term 
Book Par Market 
Value Value Value 

Commercial paper 2,149,243,596 2.153.328.0<XI 2, 149.243,596 

Government notes 10,000.000 10.000.000 10,000.000 

Touil Short-Tenn $2.159.243.596 $2.163.328,000 $2,159.243.596 

Real Estate ' Book Market t 
Value Value % 

ParticiP3ting mortgage, $ 154 .336.402 170.615.507 6.5'"k 

EquitiC'> 1,118,510.368 1.070.639.021 40.6'l 

Joint \Cnture, 492,975,394 468.325.085 17.S'l 

Sale-lea,eback, 228.439,650 229.385.000 8.7'l 

Separ.ite account- 243.818.229 431.147 .903 16.4'< 

Real e,iate mvc,tmcnt 1ru,1s 202.214.163 213.911.087 8.111-

Purcha..e money mortgaj!C\ 56,527.638 51.043.143 l.9'k 

Total Real fatale S2.496,821.844 $2.635.066.746 100.W 
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footnotes to schedule of investments 
I. Explanation of market values: 

A. Short term/liquidity reserves: Cash 
equivalents: because of very shon 
maturities, amonized book value was 
used for market value. Corporate and 
government notes: market values were 
provided by independent sources 
believed to be reliable. 

8. Bonds, notes and guaranteed 
mortagcs: Market vaJues were 
provided by independent sources 
believed to be reliable. Mongage valuei, 
were based on market yields available 
at the time of evaluation. 

C. Common and convertible preferred 
stocks: Market values were based on 
the closing prices on the New York 
Stock Exchange or American Stock 
Exchange. Securities not listed on those 
exchanges were priced based on the 
"Bid Price" or "Last Sale" provided by 
tJ1e National Association of Securities 
Dealers' NASDAQ System. 

D. Valuations of real estate: Sale-lease
backs were valued based on discounting 
the propcny's income stream at current 
marke1 rates; multitcnant propenies 
were valued by an aJtemating schedule 
of independent MAJ apprai\als and 
STRS staff valuations based on 
discounted cash flow anaJysis; 
commingled funds and separate 
accounts are valued periodically by 
independent appraisals; REIT shares 
were vaJued at closing prices on the 
appropriate stock exchange. All 
valuation procedures have been 
reviewed by the Retirement Board's real 
estate consultant and financiaJ 
Matement auditors. 

E. International imcstments: All 
international inve,tments are valued by 
the subcustodian using relevant closing 
market prices and exchange rates. 

F. Other equity investments: All 
investments in this category are venture 
capital investments. Where no market 
exists for 1hese sccuritie!>, values were 
cstabli~hed by valuation committees. 

2. The investmenL~ Listed were purchased by 
June 30, 1996. 

The data included in the Investment Section has 
been entirely compiled by STRS ~taff members 
and has not been audited by an independent 
pany. This report is intended to provide 
information regarding STRS investments as of 
June 30. 1996. Financial market changes after 
thal date may significantly affect the reponed 
amounts. 
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