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Certiticate of

Achievement

for Excellence
in Financial
Reporting

Presented to

Public Employees
Retirement System of

Ohio

For its Comprehensive Annual

rinancial Report
for the Fiscal Year Ended
December 31, 1996

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

e € o

President

o S

Executive Director
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1 Prese;

Public Pension Coordinating Council

C Public Pension Principles
C 1996 Achievement Award

Presented to

Public Employees Retirement System
of Ohio

o .
In recognition of instituting professional standards for public
employee retirement systems as established by the Public Pension Principles.

Government Finance Officers Association (GFOA)
National Association of State Retirement Administrators (NASRA)
National Conference on Public Employee Retirement Systems (NCPERS)
National Council on Teacher Retirement (NCTR)

Qe s

Carlos Resendez
Chairman
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THE RETIREMENT BOARD

ELECTED MEMBERS.

Ronald C. Alexander
Representing State Employees

Donald R. Arnold
Representing College and
University Employees

Steven Hawk
Representing Miscellaneous
Employees

Barbara J. Thomas
Representing County Employees

Ken Thomas
Representing Municipal Employees

William G. Wilcox
Representing Retirants

M -

Sandra A, Drabik
Director of Administrative Services

Betty D, Montgomery
Attorney General

Jim Petro
Auditor ol State

The Retirement Board is the governing body of PERS. with responsibility for administration and management. Six of
the nine members are elected by the groups they represent: retirants; employees of the state; employees of counties; employ-
ees of municipalities: non-teaching employees of state colleges and universities; and miscellancous employees. The Director
of Administrative Services, Attorney General, and the Auditor of State are statutory members.

The Retirement Board appoints the Executive Director. an actuary, and other employees necessary for the transaction of
business. The Board meets monthly and receives no compensation, but is reimbursed for necessary expenses. By law, the
State Treasurer is custodian of the funds of PERS.
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ORGANIZATIONAL STRUCTURE

ADVISORS: AUDITORS:

KPMG Peat Marwick LLP

Columbus, Ohio

(Under contract with the Auditor of State)

Actuary —
Gabriel. Roeder. Smith & Company
Detroit. Michigan

Performance Evaluation —
Capital Resources
Wayne, Pennsylvania

Asset Allocation and RETIREMENT
Investment Policy Advisors BOARD

to the Retirement Board —
Strategic Investment Solutions Inc.
San Francisco. California

Wilshire Associates, Incorporated
Santa Monica, California

EXECUTIVE DIRECTOR

P
Richard E. Schumacher
> 4 F
i
y

ASSISTANT DIRECTOR ASsSISTANT DIRECTOR ASSISTANT DIRECTOR

INVESTMENTS BENEFITS ADMINISTRATION LEGAL AND LEGISLATION

Joel S. Buck Danny L. Drake Toba Jeanne Feldman

ASSISTANT DIRECTOR ASSISTANT DIRECTOR
CONTROLLER DATA INFORMATION SYSTEMS
Mark Snodgrass Blake W. Sherry
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LETTER OF TRANSMITTAL

277 East Town Street HS Columbus, Dhic 43215.4642

Public Employees Retirement System of Ohio
(614) 466-2085 @ 1.800-222-PERS (7377)
Www.0pers.org

April 30, 1998

Deuar Chairman and Members of the Board:

[Uis our privilege to submit to you the Comprehensive Annual Financial Report (CAFR) for the Public Em-
ployees Retirement System of Ohio for the fiscal year ended December 31, 1997. Responsibility for both the
accuracy of the data. and the completeness and fairness of the presentation, rests with the management of the
Systemn. We believe this report reflects a careful stewardship of the System's assets and dedicated service to our

members and our retirants.

The State Employees Retirement System was established January 1, 1933, to make av%;labie a secure means Lo
provide retirement for employees of the State of Ohio. In 1938, the System expanded o include employees of
counties. municipalities, health departments and park and conservancy districts. At that time the name was
changed to the Public Employees Retirement System of Ohio (PERS). Membership was made optional for elected
officials in 1941, Survivor benefits were made part of the PERS benefit structure in 1951. From 1935 to the

2Nt

present the System has experienced continugus growth and provided benefit enhancements.

Participating employers are divided. for actuarial purposes, into state, local government and law enforcement
divisions. A complete description of membership in PERS is contained in the Plan Statement on page 96. PERS
provides retirement, disability and survivor benefit protection for thousands of public employees throughout the
state. Employees. along with their employers. pay into the System during their working years. PERS, in tumn, pays
benefits to these members throughout their retirement. and 1o qualified beneficiaries upon a member’s or retirant’s
death. For additional information on benefits available. see the Plan Statement on page 96.

This CAFR is divided into six sections: (I} an Introductory Section, which contains the administrative organi-
zation. the Certificate of Achievement for Excellence in Financial Reporting, the Public Pension Coordinating
Council Achievement Award and a letter of transmittal: (2) a Financial Section. which contains the report of the
Independent Auditors, the financial statements of the System and certain required supplementary information; (3)
an Investment Section. which contains a report on investment activity, investment policies, investment results, and
various investment schedules: (4) an Actuarial Section, which contains an Actuary’s Certification Letter and the
results of the annual actuarial valuation: (5) a Statistical Section, which includes significant data pertaining to the

System and (6) the System's plan statement.

MAJOR INITIATIVES

PERS exists for the purpose of providing retirement benefits to Ohio’s public employees. This basic purpose
continues to be our focus.

PERS-provided health care, though not a statutorily mandated benefit, is of importance to our benefit recipi-
ents. Accordingly. PERS is dedicated to providing quality health care to the extent our resources will permit. The
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cooperation of all benefit recipients will be a key ingredient for continuing our high standard of health care cover-

age. :

Over the years PERS has implemented a variety of cost containment measures in order to maximize our
available health care resources. These measures include: a preferred pharmacy network. two preferred provider
networks. individual case management. mail order prescriptions, patient pre-certification program and, during
1997. several Medicare Risk Health Maintenance Organizations (HMOs) were made available.

In an eftort to secure the future of Medicare. the federal govemment has been encouraging development of
Medicare-approved HMOs as an alternative to traditional medicare benefits in order to manage costs more effec-
tively. The HMO becomes a replacement for Medicare. In response. the Retirement Board recommended a review
of a Medicare Risk Program for our benefit recipients and their covered dependents who are eligible for Medicare
A and B. The Medicare Risk Program is available through HMOs which will administer all benefits. The program
1s made up of network providers and is designed to provide quality care. customer service and comprehensive
coverage with no deductibles and no balance billing: dental and vision benefits are also provided. The federal
government pays the HMO a flat fee for each enrolled individual, The payment made to the HMO by the federal
government is considered payment in full for agreed upon benefits. All HMOs participating in the federal program
meel strict requirements to become a Medicare approved HMO. They must offer benefits that at least replace
traditional Medicare benefits. Through negotiations with these HMOs, PERS benefit recipients who are not yet
Medicare eligible may also utilize the Medicare HMOs. In the coming years PERS will continue to aggressively
pursue other innovative ways to control health care costs while attempting to maintain quality health care service

and benefits.
o

Members may now purchase additional service credit on a pre-tax basis if their employer establishes a payroll
deduction pick-up plan. The tax-deferred amounts used to purchase the credit are treated as employer-paid contri-
butions and taxes are deferred until retirement or refund.

)
L1

Beginning in Seplember 1997 PERS establivhed-tot=free tetephone-uccess for active members. Those oulside
the Columbus area may dial 1-800-222-PERS (7377) between 8 a.m. and +:30 p.m. to speak to an interviewer.
Columbus residents are encouraged to continue using the local number (614) 466-2085.

[I'you own a compuler with an Internet connection, or have access o one at your local library, you can now
find PERS on the World Wide Web at hup://www.opers.org. The PERS website is a great resource for many types

ol PERS information,

INTERNAL CONTROLS

The management of PERS is responsible for and has implemented systems of internal accounting controls
which are designed to provide responsible assurances for the safeguarding of assets and the reliability of financial
records. We believe that the internal accounting controls currently in place are adequate to meet the purpose for
which they were intended. We also believe the financial statements, supporting schedules and statistical tables to be

fairly presented in all material respects.

ACCOUNTING SYSTEM AND REPORTS

The accrual basis of accounting is used in recording financial transactions. Expenses are recorded when the
hability is incurred, and revenues are recorded in the accounting period in which they are earmed and become
measurable. Interest earned is accrued on a monthly basis. Accounts receivable at year end. in addition to accrued
interest receivable, reflect accrued employer charges and investment proceeds due on sales that have not yet settled.
Investments are recorded at fair value. Fixed assets are listed at cost less accumulated depreciation. Under our
cash management program, receipts are immediately deposited and are recorded as undistributed deposits until such
time as they are allocated to member contributions, employer receivables, employer contributions, and investment '

income.
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ADDITIONS TO PLAN NET ASSETS

The collection of employer and employee contributions. as well as income from investments. provide the
reserves needed to finance retirement benetits. Contributions and investment income for fiscal year 1997 totaled

$7.429.353.151.

Increase Increase
(Decrease) (Decrease)
1997 1996 Amount Percentage
Member Contributions S$773.100.594 $737,292.990 S 35.807.604 5%
Employer Contributions 1233637457 1.181597.072 52.040.385 4%
iNet Investment Income 5421.861.077 2.818,123,681 2573.737.396 90%
Other 754,023 867,738 (113,715) (13%)
Total S 7429.353.131 S 4,767,881 481 S$2661471.670 56%

Member and Employer contributions increased by $35,807,604 (5 percent) and $52,040.385 (4 percent),
respectively. The increase in contributions was auributable to higher salaries. Contribution rates remained un-
changed. Net investment income increased in 1997 due to favorable investment returns.

DEDUCTIONS TO PLAN NET ASSETS

The principal purpose for which the System was created was to provide retirement, and disability and survivor

¢ wa—p

benelits. to qualified members and their beneficiaries. The cost of such programs includes recurring benefit
payments, refunds of contributions to terminated employees, and the cost of administering the System.

Increase Increase
(Decrease) (Decrease)
1997 1996 Amount Percentage
Benefit Payments S1.694,449.673 $1,566,534.763 S127.914.910 8%
Refunds [39.624.174 110,043,743 29,580,431 27%
Administrative Expenses 20.107.718 18,650,473 [.457.245 8%
Total $1,854.181.565 $1,695,228,979 S$158,952,586 9%

Expenses for fiscal year 1997 totaled S1.854.181.563, an increase of 9 percent over fiscal year 1996 expenses.
The majority of the increase is due to an increase in the number of refunds requested by members. The increase in
administrative expenses is largely attributable to increased payroll costs. Administrative expenses are detailed in the
Financial Section on page 31 of the CAFR.
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FUNDING AND RESERVES

Funds. derived from the excess of revenues over expenses, are accumulated by the Retirement System in order
to meet current and future benefit obligations to retirants and beneficiaries. The higher the level of funding. the
lareer the accumulation of assets. hence. the greater the investment income potential. Continuous improvement in
[hebfunding of the System is sought through suitable reserves, higher investment earnings and effective cost contain-
ment programs. As of December 31. 1997, funds established by the System totaled $45.333.2 million. The latest
actarial valuation, dated December 31. 1996. reflects an unfunded actuarial accrued liability of $2.097.8 million.
This is the difference between actuarial value of pension assets and the actuarial calculated liability for the fund.
The “unfunded actuarial accrued liability.” is being amortized over future years. The State government liability is
being funded over eight years, the local government portion over 15 years. and the law enforcement portion over 30
year;. By pursuing a conscientious management approach, PERS has been able to meet the goals of level funding,
thereby holding member and employer contribution rates relatively constant as a percentage of covered payroll.

INVESTMENTS

The investments of the System are governed by section 145.11 of the Ohio Revised Code (ORC). This section
of the ORC requires a prudent person standard be applied to all investment decisions. The prudent person stan-
dard, eftective for PERS on March 6, 1997, establishes a standard for all fiduciaries, which includes anyone who
has authority with respect to the fund. Under the prudent person standard, fiduciaries shall discharge their duties
solely in the interest of the fund participants and beneficiaries and with the degree of diligence, care and skill which
prudent men and women would ordinarily exercise under similar circumstances in a like position. By permitting
turther diversification of investments within the fund, the prudent person standard may enable PERS to reduce
overall risk and increase returns. A summary of the asset allocation can be found on page -5 of this report.

For the year ended December 31, 1997, total return on investments was 13.31 percent. The annualized rate of
return over the past three years was 13.78 percent and 10.01 percent over the past five years.

CERTIFICATE OF ACHIEVEMENT

The Government Finance Ofticers Association of the United States and Canada (GFOA) awarded a Certificate
of Achievement for Excellence in Financial Reporting to the Public Employees Retirement System of Ohio for its
CAFR for the fiscal year ended December 31. 1996. In order to be awarded a Certificate of Achievement, a
government unit must publish an easily readable and efficiently organized CAFR, whose contents meet or exceed
program standards. Such reports must sutisfy both generally accepted accounting principles and applicable legal
requirements. A Certificate of Achievement is valid only for one year. We believe our current report continues to
conform to the Centificate of Achievement Program requirements and we are submitting it to the GFOA.,

PuBLIC PENSION PRINCIPLES ACHIEVEMENT AWARD

The Public Employees Retirement System of Ohio was awarded the Public Pension Coordinating Council's
Public Pension Principles 1996 Achievement Award. This award recognizes the achievement of high professional
standards in the areas of benefits, actuarial valuations, financial reporting. investments and disclosures to members.

PROFESSIONAL SERVICES

Professional services are provided to the Public Employees Retirement System of Ohio by consultants ap-
pointed by the Board to aid in efficient and effective management of the System. Actuarial services are provided by
Gabriel. Roeder, Smith & Company. Detroit. Michigan. The investment advisor to the Board is Strategic Invest-
ment Solutions Inc., San Francisco, California. The financial records of the System were audited by KPMG Peat
Marwick LLP. Certified Public Accountants. Columbus, Ohio, under contract with the Auditor of the State of

Ohio.
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The purpose of this report is to provide complete and reliable information as a basis for making management
decisions. as a means for determining compliance with the legal provisions. and as a means for determining respon-
sible stewardship over the assets held in trust for the members of this System.

This report is being mailed to all employer units of the System, each state legislator, and other interested
parties.

ully submitted,

i,

CHARD E. SCHUMACHER. CPA MARK SNODGRASS, CPA
Executive Director Assistant Director - Controller
o
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INDEPENDENT AUDITOR’S REPORT

Peat Marwick LLP

Two Nationwide Plaza Telephone 614 249 2300 Telefax 614 249 2348
Columbus, OH 43215

Independent Auditors’ Report

To the Retirement Board of the
Public Employees Retirement System of Ohio.

We have audited the accompanying combining statements of plan net assets of the Public Employees
Retirement System of Ohio (PERS) as of December 31, 1997 and 1996, and the related combining
statements of changes in plan net assets for the vears then ended. These financial statements are the
responsibility of PERS" management. Our responsibility is to express an opinion on these financial
statements based on our audits

We conducted our audits in accordance with generally accepted auditing standargds. Those standards
require that we plan and perform the audits to obtain reasonable assurance about whether the financial
statements are free of material misstatemant. An audit includes examining, on a test basis. evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant esumates made by management, as well as cvaluating the

seRbaloRn R o T e e e TS A AR R AR U Ol O S TOr ou

opinion,

In our opinion. the financial statements present fairly, in all material respects, the financial position of
PERS as of December 31, 1997 and 1996, and the results of its operations for the years then ended in

conformity with generally accepted accountng principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The Additional Information hsted in the table of contents is presented for the purpose of
additional analysis and is not a required part of the basic financial statements. The additional
information is the responsibility of the System’s management. The Additional Information has been
subjected to the auditing procedures applied 1n our audit of the basic financial staterments and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a

KiWs at fllrich ¢ LP

April 3, 1998

lll. Membar Fem ol £PMG Wntacnanonsl
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COMBINING STATEMENTS OF
PLAN NET ASSETS

(As'OF DECEMBER 31, 1997 AND 1996)

R L

POST-EMPLOYMENT

PENSIONS HEALTHCARE TOTAL
T ——
Assets:
Cash and Short-Term Investments (Note 3) S 2.221,958.465 S 487.746.980 S 2,709.705.445
2,221,958,465 487,746,980 2,709,705,445
Receivables:
Emp]oyers' 97,435,089 21,388.190 l.i8.823.279
Retirement Incentive Plan 17,446,902 3,829,808 21,276,710
Investment Sales Proceeds 210,395,971 46,184,481 256,580,452
Accrued Interest and Dividends 232.419.030 51.018.811 283.437.841
Total Receivables 557.696,992 122,421.290 680.118.282
Investments, at fair value (Note 3):
Bonds 13,808,347,702 3.031,100,715 16,839,448.417
Mortgage & Mortgage Backed 5.083,549,554 1.115.9017122 6,199,450.676
Stocks 11,176,733.667 2,453,429,342 13.630,163,009
Real Estate 3,355,169,802 736,500,688 +4,091,670,490
Venture Capital 29,546,820 6,485,887 36,032,707
International Securities 944,855,019 207.407.199 L.152.262.218
Collateral on Loaned Securities 4.304.661.461 944,925 686 5,249.587.147
Total Investments 38.702.864.025 8.495.750.639 47.198.614.664
Fixed Assets:
Land 1,400,895 307.514 1,708,409
Building and Building Improvements 14.955,787 3,282,978 18,238,765
Furniture and Equipment 13,456,293 2.953.82] 16410.114
29,812,975 6,544,313 36,357,288
Accumulated Depreciation (11,108.661) (2.438.487) (13.547.148)
Total Fixed Assets 18,704.314 4,105.826 22,810,140
Prepaid Expenses and Other (Note 6) 57.921.199 12714410 70.635.609
TOTAL ASSETS 41.559.144.,995 9,122,739.145 30,681.,884.140
Liabilities
Undistributed Deposits 3,141,211 689,534 3,830,745
Medical Benefits Payable -H,621,490 44,621,490
Investment Commitments Pavable 36.271.830 7.962.109 44233939
Accrued Administrative Expense (Notes 5 and 6) 5.231,190 1,148,310 6,379,500
Obligations Under Securities Lending +4.304.661.461 9-44.925.686 5.249.587.147 -
TOTAL LIABILITIES 4.349,305.692 999.347,129 5.348.652.821 ?}

Net assets held in trust for pension and
post-employment healthcare benefits

.,
gy

$37.209.839.303 $8.123.392.016 $45.333.231.319

i)
2
g
2
R
ok

(A Schedule of funding progress is presented on page 28)

See Notes to Financial Statements
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' POST-EMPLOYMENT

PENSIONS HEALTHCARE TOTAL
—

S 2.193.224.236 S 499.169.867 S 2.692.194,103
2.193.224.236 199.169.867 2.692.394.103
106.508.359 24.240.915 130,749,274
15.497.5381 3,527,193 19.024.774
8.661.7351 1.971.383 10,633,134
205,375,758 46,742,776 252.118.534
336.043.449 76.482.267 412,525,716

[3.336.208.870
+4.504.957.100
9.049.733.133
3277.035,327

21.869.675
703,149,517

518.242.690
4.977.458
160.034.275

16.371.481,549
3.330.268,966
11109419510
1,795.268.017
26,847,133
8563.183.792

R EYARINE]
38.740.074.763

2.013.574.900

10.860.706.041

8.817.100.245

47.557.175.008

1.391.670 316.739 [.708.409
14792225 3.366.657 I8.158,882
(2317517 2,803.4422 15,120,939
28501412 6.486.818 3-4.988.230
(9.462.026) (2.153.523) (11.615,5-19)
19.039.386 4.333.295 23,372,681

2.636.615 600.084 3.236.699

41.291.018.49

9.397.685,758

50.688.704.207

5.166.916 [.175.971 6.342,887
49.130.163 49.130.163

7404989 [.685.348 9.090.337
4.378.512 996.534 5.375.046
S.847.131.141 2.013.574.900 10.860.706,041
8.864.081.558 2.066.562.916 10.930.644.474

$32.426.936.891

S7.331.122.842

$39.758.059.733

PERS COMPREHENSIVE ANNUAL FINANCIAL REPORT FOR 1997 o« 17



COMBINING STATEMENTS OF CHANGES IN

PLAN NET ASSETS

(FOR THE YEARS ENDED DECEMBER 31, 1997 AND 1996)

POST-EMPLOYMENT

PENSIONS HEALTHCARE ToTAL
Additions:
Contributions:
Members’ $ 773,100,594 b S 773,100,594
Employers’ 811,485,028 422,152,429 1,233,637,457
Total Contributions 1,584,585,622 422,152,429 2,006,738,051
Investment Income:
Net Appreciate (Depreciation) in
Fair Value of Investments 3,207,194,135 370,211,565 3,577,405,700
Bond Interest 1,060,356,154 285,716,854 1,346,073,008
Dividends 167,288,938 45,080,119 212,369,057
Real Estate Operating Income, net 223,337.067 60,159,183 283,496,250
Securities Lending Income, gross 6,373,032 1,727,809 - 8,100,841
4,664,549,326 762,895,530 5,427,444 856
Less: Investment Management Expenses (4,578,699) (1,005.080) (5,583,779)
Net [nvestment Income 4,659,970,627 761,890,450 5,421,861,077
Other Income 754,023 754,023
TOTAL ADDITIONS 6,245,310.272 1,184,042,879 7.429.353,151
Deductions:
Benefits 1,304,604,400 389,845,273 1,694,449,673
Refunds of Contributions 139,624,174 139,624,174
Administrative Expenses 18,179,286 1,928,432 20,107,718
TOTAL DEDUCTIONS 1,462,407,860 391,773.705 1,854,181,565
Net [ncrease 4,782,902,412 792,269,174 5,575,171,586
Net assets held intrust for pension and
post-employment healthcare benefits:
Balance, Beginning of Year 32.426,936,891 7,331,122.842 39,758,059,733
BALANCE, END OF YEAR $37,209,839,303 3$8.123,392016 $45,333.231,319

See Notes to Financial Statements
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POST-EMPLOYMENT

PENSIONS HEALTHCARE TOTAL
S 737,292.990 S S 737.292.990
777.781.045 403,816,027 1.181,597.072
1,515.074.035 403,816,027 1.918.890,062
1,237,042,023 (223,614,062) 1.013.427.961
1.156.454.777 250,836,769 1.407,291.546
156,244,942 33,889,761 190,134,703
193,526,417 41,976,169 235,502,586
1,992,347 1,082,848 6.075.195
2.748,260.506 104,171,485 2.852.431.991
(3.509.549) (798.761) (4.308.310)
2.744.750.957 103,372,724 2.848,123.681
DO /. /38 8067.738
4.260.692.730 507.188.751 1.767.881,48]1
1.197.320.905 369,213,858 1,566.534.763
110.043.743 110.043,743
16,925.991 1,721,482 18,650,473
1,324,290.639 370.938,340 1.695.228.979
2.936,402.091 136.250.411 3.072.652.502
29.490,534.800 7.194,872,431 36.685.407.231

$32,426,936.891

$7,331,122 842

$39.758,059,733
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NOTES TO FINANCIAL STATEMENTS

1. DESCRIPTION OF PERS

a. Organization — The Public Employees Retirement
Svstem of Ohio (PERS) is a cost-sharing multiple-employer
public employee retirement system for all public employees
in Ohio except those covered by one of the other state or
local retirement systems in Ohio. PERS is administered in
accordance with Chapter 145 of the Ohio Revised Code
(ORC). The accompanying financial statements comply
with the provisions of the Govemmental Accounting
Standards Board (GASB) Statement No. 14, The Financial
Reporting Entirv. This statement requires that financial
statements of the reporting entity include all of the organi-
zations, activities, functions and component units for which
the reporting entity is financially accountable. Financial
accountability is defined as the appointment of a voting
majority ol the component unit’s board and either (1) the
reporting entity’s ability to impose its will over the compo-
nent unit, or (2) the possibility that the component unit will
provide a financial benefit to or impose a financial burden
on the reporting entity. PERS does not have financial
accountability over any entities.

PERS is not part of the state of Ohio financial report-
ing entity. Responsibility for the organization is vested in
the System's Retirement Board, there is no financial
interdependency with the state of Ohio. nor does the state of

Retirement Board is the goveming body of PERS. with
responsibility for administration and management. Six of
the nine members are elected by the groups they represent:
retirants: employees of the state; employees of counties:
employees of municipalities: non-teaching employees ol
state colleges and universities: and miscellaneous employ-
ees. The Auditor of State, Attorney General. and the
Director of Administrative Services are statutory members.

The Retirement Board appoints the Executive Director,
an actuary, and other employees and consultants necessary
for the transaction of business. The Retirement Board
meets monthly and receives no compensation, but is
reimbursed for necessary expenses.

Employer, employee and retirant data as of December
31, 1996 and 1995 (our latest available actuarial data)
follows:

1996 1995

Employer Units

State group 289 238

Local government group 3,177 3,149

Law enforcement group 213 208
Employee Members and Retirants

Retirants and beneficiaries

currently receiving benelits 121,219 118.280

Terminated employees

not yet receiving them 31,374 28.056
Active Employees

State group 115,712 114,596

Local government group 229,954 223431

Law enforcement group 6,742 6.605

All public employees in Ohio, except for certain
specific exclusions and exemptions, are required to become
contributing members of PERS. For actuarial purposes,
vested employees represent those employees who have
earned sufficient service credit (5 years or 60 contributing
months) to be entitled to a ﬁ}:{ture benetfit from PERS.

b. Benefits — All benefits of the System and any
benefit increases are established or amended by the legisla-
ture pursuant to ORC Chapter 145, Chapter 145 provides
the Retirement Board with the authority to provide
healthcare benefits.

* Age and Service Benefits — Benelfits are calculated on
the basis of age, final average salary, and service credit.
Members are eligible for retirement benefits at age 60
with 5 years or 60 contributing months of service credit, -
age 55 with 25 or more years of service credit, or at any
age with 30 or more years of service credit. The annual
benefit is based on 2.1 percent of final average salary
multiplied by the actual years of service for the first 30
years of service credit and 2.5 percent for years of service
in excess of 30 years. Persons retiring before age 65 with
less than 30 years of service credit receive a percentage
reduction in benefit amounts. Upon reaching minimum
retirement age, benefits are vested at the time of eligibility
for monthly benefits.

= Law Enforcement Officers” Benefits — Law enforcement
officers, as defined in ORC Chapter 143, are eligible for
special retirement options. These options are available to
such members at age 52 or older with 25 or more years of
credited service. The annual benefit is calculated by
multiplying 2.5 percent of final average salary by the
actual years of service for the first 20 years of service
credit and 2.1 percent of final average salary for each
year of service over 20 years. These options also permit

.
A
b

=
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early retirement under qualifying circumstances as early
as age 8. :

Early Retirement Incentive Plan — Employers under
PERS may establish an early retirement incentive plan
utilizing the purchase of service credit. To be eligible,
employees must be able to retire under existing plan
provisions after the purchase of the additional credit.
Electing employers must contribute all such additional
costs as are actuarially determined to fund the benefit.
Such a plan, if adopted by an employer, must be offered
to a minimum of 5 percent of covered employees and
provide for the purchase not to exceed five years credit.
limited to a maximum of 20 percent of total service
credit.

Disabiliry Benefits — PERS administers two disability
plans. Members on the rolls as of July 29. 1992 could
elect. by April 7, 1993, coverage under either the original
plan or the revised plan. All members who entered the
System after July 29. 1992 are automnatically covered
under the revised plan.

A member who becomes disabled before age 60 and has
completed 60 contributing months is eligible for a
disability benefit under the original plan. The revised
plan differs in that a member who becomes disabled at

determines the amount. if any, of the associated
healthcare costs that will be absorbed by the System.
The System attempts to control costs by utilizing man-
aged care, HMOs, case management, disease manage-
ment, and other programs.

Other Benefits — Once a benefit recipient has received
benefits for 12 months, an annual cost-of-living adjust-
ment is provided to benefit recipients in each year the
Consumer Price Index (CPI) shows an increase, The
adjustment is the lesser of 3 percent or the actual CPI
increase. A death benefit of $500-$2.500, determined by
number of years of service credit of the retirant, is paid to
the beneficiary of a deceased retirant or disability benefit
recipient,

Money Purchase Annuiry — PERS age and service
retirants who become re-employed in a PERS-covered
position must contribute to the System. All re-employed
PERS retirants must elect to either: | ) have their retire-
ment allowance suspended for the re-employment period
and contribute toward a formula benefit, or 2) continte to
receive their retirement allowance and contribute toward
a money purchase annuity (based on the calculation of
employee contributions for the period of re-employment
plus allowable interest, multiplied by two). Beginning
December 6. 1996, an ¢lected official who retires during

.

H monthswitbeehgibletor
disability benefits until a determined age. After the
disability benefit ends, the member has an opportunity to
apply for a service retirement benefit, or a refund of
contributions which are not reduced by the amount of

disability benefits received.

- P thaeres e
shy-aEe-w -6 0-contrtbutie

Law enforcement officers are immediately eligible for
disability benefits if disabled by an on-duty iliness or
injury.

Survivor Benefits — Dependents of deceased members
may qualify tor survivor benefits if the deceased em-
ployee had at least 18 months of service credit with at
least three months of credit within the two and one-half
years immediately preceding death, ORC Chapter 145
specilies the dependents and the conditions under which
they qualify for survivor benefits.

Healthcare Benefits — The ORC permits, but does not
require. PERS to offer healthcare benefits. The System
currently provides comprehensive healthcare benefits to
retirants with 10 or more years of qualifying service
credit and offers coverage to their dependents on a
premium deduction basis. Coverage includes hospitaliza-
tion, medical expenses, prescription drugs, and reim-
bursement of monthly Medicare premiums. The System

a term of oftice and who is re-appointed to the position
during the same term or is ¢lected to the position for the
next consecutive term can choose only the option to have
their retirement allowance suspended and contribute to a
formula benefit.

* Refunds — Upon their termination of employment, a
member may withdraw accumulated contributions made
to PERS. The law requires a three-month waiting period
after service termination before the refund may be paid.
The acceptance of a refund cancels the individual's rights
and benefits in PERS. Employer contributions to PERS
are not refundable.

¢. Contributions — PERS" funding policy provides
for periodic employer contributions at actuarially deter-
mined rates, expressed as a percentage of annual covered
payroll, which, along with employee contributions and an
actuarially determined rate of investment return, are
adequate to accumulate sufficient assets to pay benefits
when due. Level percentage of payroll employer contribu-
tion rates are determined using the entry age normal
actuarial funding method. This formula determines the
amount of contributions necessary to fund: (1) the current
service cost, which represents the estimated amount neces-
sary to pay for benefits earned by the employees during the
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; . ; ot for
current service year; and (2) the prnior service costetron
service eamed prior to plan inception and subsequ

benefit increases. These contributions rcpreser)t the‘amoL:jnr
necessary to fund accrued liabilities over a period of 8 an
17 years for state, 15 and 21 years for local government

and 30 and 12 years for law enforcement divisions for
retirement allowances and survivor benefits for 1996. the
date of the latest actuarial study. and 1995, respectively.

As of December 31, 1997 the rates based on covered
payroll were:

Employee Employer

Rate Rate
State group 8.5% 13.31%
Local government group 8.5% 13.35%
Law enforcement group 9.0% 16.70%

The rates above [all within the ranges set by the Ohio Revised Code.

A portion of each employer's contribution to PERS is
set aside for the funding of post-retirement healthcare. The
total employer contribution rate for state employers was
13.31 percent of covered payroll in 1997 and 1996; 4.29
percent was the portion used to fund the healthcare pro-
gram for retirants. For local government employer units
the rate was 13.55 percent of covered payroll in 1997 and
1996: 5.11 percent was the portion used to fund healthcare.

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The following are the significant accounting policies
followed by PERS:

a. Basis of Accounting — The financial statements
are prepared using the accrual basis of accounting under
which expenses are recorded when the liability is incurred,
revenues are recorded in the accounting period in which
they are earned and become measurable, and investment
purchases and sales are recorded as of their trade date.
Administrative expenses are financed exclusively with
investment income.

Pursuant to the GASB Statement No. 20: Accounting
and Financial Reporting for Proprietary Funds and Other
Governmental Entities that use Proprietary Fund Account-
ing, the System follows GASB guidance as applicable to
proprietary funds and Financial Accounting Standards
Board Statements and Interpretations, Accounting Prin-
ciples Board Opinions and Accounting Research Bulletins
issued on or before November 30, 1989 that do not conflict
with or contradict GASB pronouncements.

The accounting and reporting policies of PERS con-
form to generally accepted accounting principles (GAAP).
The-preparation-of fimanciat statenments imconformity with

I'he Taw enforcement employer rate was 16.70 percent of
covered payroll in 1997 and 1996: 5.46 percent was the
portion used to fund healthcare.

During 1997. the Retirement Board adopted a new
calculation method for determining employer contributions
applied to healthcare expenses. The contributions allocated
to retirant healthcare, along with investment income on
allocated assets and periodic adjustments in healthcare
provisions are expected to be sufficient to sustain the
program indefinitely.

ORC Chapter 145 assigns authority to the Retirement
Board to amend the funding policy. As of December 31,
1997 the Retirement Board adopted all contribution rates as
recommended by the Actuary.

d. Litigation — PERS is a party in various litigation
relating to plan benefits. While the final outcome cannot be
determined at this time, management is of the opinion that
the liability, it any, for these legal actions will not have a
material adverse effect on PERS' financial position.

GAAP requires management to make estimates and as-
sumptions that affect the reported amounts of assets and
liabilities and disclosure ol contingent assets and liabilities
at the date of the financial statements and the reported
amounts of revenue and expenses during the reporting
period. Actual results could differ from those estimates.

GASB Statement No. 25, Financial Reporting for
Defined Benefit Pension Plans and Note Disclosures for
Defined Contribution Plans and Statement No. 26, Finan-
cial Reporting for Post-employment Healthcare Plans
Administered by Defined Benefit Pension Plans require
that plan assets be split between pension and healthcare.
To meet this requirement, plan assets and liabilities not
specifically identifiable to a plan were proportionately
allocated to the pension and post-employment healthcare
plans.

b. Investments — PERS is authorized by ORC
Section 145.11 to invest under an investment policy estab-
lished by the Retirement Board under a prudent person
standard. The prudent person standard requires the Retire-
ment Board “to discharge their duties with respect to the
funds solely in the interest of the participants and beneficia-
ries and defraying reasonable expenses of administering the
System; with care, skill, prudence, and diligence under the
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circumstances then prevailing that a prudent person acting
in a like capacity and familiar with these matters would use
in the conduct of an enterprise of a like character and with
like aims; and by diversifying the investments of the system
s0 as o minimize the risk of large losses, unless under the
circumstances it is clearly prudent not to do s0.” The
prudent person standard was effective in March 1997.

Prior to March 1997, Section 145.11 authorized PERS
to invest in various instruments (meeting various rating
criteria) which included obligations of the U.S. Treasury
and U.S. agencies, state and local governments, various
mortgage-backed securities, corporate bonds, common and
preferred stock, commercial paper, real estate, alternative
investments, and international securities.

Plan investments are reported at fair value. Fair value
is the amount that a plan can reasonably expect to receive
for an investment in a current sale between a willing buyer
and a willing seller, that is, other than in a forced or
liquidation sale. Short-term investments are reported at
amortized cost which approximates fair value. All other
investments, with the exception of real estate, are valued
through Interactive Data, a third-party pricing service. The
fair value of real estate investment is based on estimated
current values and independent appraisals,

Net appreciation (depreciation) is determined by

Further, there is always a positive spread between the cost
of funds raised from a securities loan and the income
earned from the associated repo. At year end PERS had no
credit risk exposure to borrowers because the fair value of
collateral PERS held exceeded the fair value of securities
loaned.

As of December 31, 1997, the fair values of loaned
securities and associated collateral (repo agreements and
short-term investments) were $5,097,618,514 and
55,249,587,148, respectively.

As of December 31, 1996, the fair value of loaned
securities and associated collateral (repo agreements and
short-term investments) were $10,274,270,742 and
$10,860,706,041, respectively.

Net income from securities lending was $8,100,841 and
$6,075,195 in 1997 and 1996, respectively.

d. Derivatives — Derivatives are generally defined as
contracts whose value depends on, or derives from, the
value of an underlying asset, reference rate or index. PERS
has classified the following as derivatives:

* Morigage and Asset-Backed Securities — As of Decem-
ber 31, 1997, the System held the following mortgage and
asset-backed securities which may be categorized as

calculating the change in the fair value of investments
between the end of the year and the beginning of the year,
less purchases of investments at cost plus sales of invest-
ments at fair value. Investment expense consists of those
administrative expenses directly related to PERS" invest-
ment operations and a proportional amount of all other
administrative expenses allocated based on a ratio of
PERS" investment staff to a total PERS staff,

c. Securities Lending — PERS maintains a securities
lending program pursuant to authority granted under ORC
Section 145.11. The Retirement Board uses its own
discretion to determine the type and amount of securities
lent under the program. Under this program securities are
loaned to brokers. In return, PERS receives cash collateral
and agrees to return the collateral for the same securities in
the future. Cash collateral from securities loaned is.
simultaneous to the loan, reinvested in repurchase agree-
ments (repos) and short-term securities with a final matu-
rity of one year or less. Securities loaned and repos are
collateralized at a minimum of 102 percent of the market
value of loaned securities. Collateral is marked-to-market
daily. If the market value of the collateral held falls below
102 percent of the market value of securities loaned,
additional collateral is provided. The maturity of the repo
is always identical to the maturity of the securities loaned,

derivative securities:

- GNMA, FNMA, and FHLMC pass-throughs with
amortization terms of 15 years, 30 years, and
30-year amortization/7-year balloons,

- Collateralized mortgage obligation securities (CMOs)
backed by FNMA and FHLMC |5 and 30-year pass
throughs.

- Commercial mortgage backed securities (CMBS)
backed by commercial mortgages and leases on a
variety of property types such as office, retail, hotel,
self-storage, warehouse, and industrial,

- Asset-backed securities (ABS) backed by auto loans,
credit card receivables, home equity loans, home
improvement loans, and electric-utility receivables.

As of December 31, 1996, the System held the follow-
ing mortgage and asset-backed securities which may be
categorized as derivative securities:

- GNMA, FNMA, and FHLMC pass-throughs with
amortization terms of 15 and 30 years.
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- Asset-backed securities (ABS) backed by auto loans
and credit card receivables.

The overall return or vield on mortgage-backed securi-
ties depends on the amount of interest collected over the
life of the security and the change in the market value.
Although the System will receive the full amount of
principal, it prepaid. the interest income that would have
been collected during the remaining period to maturity,
net of any market adjustments, is lost. Accordingly. the
vields and maturities of mortgage-backed securities
generilly depend on when the underlying mortgage loan
principal and interest are repaid. If market rates fall
below a mortgage loan's contractual rate, it is generally
lo the borrower’s advantage to repay the existing loan
and obtain new lower financing. The fair value of
mortgage and asset-backed securities was
$6.199.450.676 and $5,530,268,966 as ol December 31,
1997 und December 31. 1996, respectively.

Forward Currency Contracts — The System enters into
various forward currency contracts (0 manage exposure
to changes in foreign currency exchange rates on its
foreign portfolio holdings. The System may also enter
into forward currency exchange contracts to provide a
quantity of foreign currency needed at a future time at the
current exchange rates, if rates are expected to change

ward contracts by their standardization. exchange
trading. margin requirements. and daily settlement
(marking to market). Risk associated with foreign stock
index futures contracts includes adverse movements in
the underlying stock index. As of December 31, 1997
and December 31, 1996, the fair value of foreign stock
index futures contracts were S143 and $341,137, respec- ,
tively.

* Stock Rights and Warrants — The System held various
stock rights and warrants related to its international
investment fund. A stock right gives the holder a pre-
emptive right to purchase additional shares from a
pending new issue of stock in proportion to their present
holdings. A stock right indicates the price at which stock
can be acquired (the exercise price), the number of shares
that may be acquired for each right and the expiration
date of the right. The value of the stock right is directly
affected by the market value of the related stock. A
warrant is a certificate attached to a stock that gives its
holder the right to purchase stock at a specified price
within a specified time period. The value of the warrant
is directly aftected by the-market value of the related
stock. Asof December 31, 1997 and December 31,
1996, the fair values of stock rights and warrants held by
the System were $813.495 and S878.,228, respectively.

dramatcally. A forward exchange contract 1S a comnil-
ment to purchase or sell a foreign currency at a future
date at a negotiated forward rate. Risk associated with
such contracts includes movement in the value of foreign
currency refative to the U.S. dollar and the ability of the
counterparty to perform. The contracts are valued at
forward exchange rates. and the changes in value of open
contracts are recognized as net appreciation/depreciation
in the statement of changes in plan net assets. The
realized gain or loss on forward currency contracts
represents the difference between the value of the original
contracts and the closing value of such contracts and is
included as net appreciation/depreciation in the statement
of changes in plan net assets. As of December 31, 1997
and December 31, 1996, the fair values of forward
currency contracts held by the System were $3.291.689
and $1.320.246, respectively.

* Foreign Stock Index Futures Contracts — The System
enters into various foreign stock index futures contracts
to manage exposure to changes in foreign equity markets
and to take advantage of foreign equity index movements
on an opportunistic basis. A foreign stock index future is
a futures contract that uses a stock index as its base, and
which is settled by cash or delivery of the underlying
stocks in the index. Futures contracts differ from for-

€. Infernafional Investments — The Retirement Board
has authorized investment in various instruments including
international securities. In November 1994, PERS ex-
ecuted an investment management agreement to take
advantage of expected favorable long-term trends in the
global forest products industry by making specialized
investrent in oftshore forest products companies. In fiscal
1996, PERS began investing in international equity invest-
ments through the use of outside money managers. It is the
intent of PERS and the money managers to be fully in-
vested in non-cash equivalent international securities,
however, cash and short-term fixed income investments are
often held temporarily. PERS also invests in forward
currency contracts (seec Note 2d).
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The allocation and fair value of international invest-
ments held at December 31, 1997 and 1996 are:

1997 1996

Cuash S 11,263473 S 9462.740
Cash Equivalents 37.872.727 17.441.563
Netted Receivable/

(Payable) Interest 4.183.175 253,556
Netted Receivable/( Payable)

Currency Contracts 5.291.689 1.320.246
International Stock 896.183.124 584.441.224
Comvertible Bonds 8.702.842 6.298.733

stock Index Futures

Contracts 143 341137
Rights & Warrants 813,495 878.228
Forest Products 187,951.550 242,746,313

Tutal International

Investments Sl S863.183.792

f. Fixed Assets — Fixed assets are recorded at cost.
Depreciation is computed using the straight-line method
over the estimated useful lives of the related assets. The
runge of estimated useful lives is as tollows:

pounded annually as required by ORC Chapter 143.
Such statutory interest does not vest with the employee.

= The Employvers' Accumulation Fund is used to accumu-
late employers’ contributions to be used in providing the
reserves required for transfer to the Annuity and Pension
Reserve Fund as members retire or become eligible for
disability and healthcare benefits and to the Survivors’
Benefit Fund for benefits due dependents of deceased
members.

= The Annuiry and Pension Reserve Fund is the fund from
which annuity. disability, and healthcare benefits are
paid. This reserve was fully funded according to the
latest actuarial study dated December 31, 1996, and
accordingly, there are sufficient assets available in this
fund to pay the vested benefits ot all retirants and benefi-
ciaries as of the valuation date.

* The Survivors’ Benefit Fund is the fund from which
benefits due dependents of deceased members of the
System are paid, This fund also was fully funded as of
December 31, 1996. ¥

» The Income Fund is the fund which is credited with all
investment earnings and miscellaneous income. The
balance in this fund is transterred to other funds to aid in
the funding of tuture benetit payments and administrative

Yeurs

Builldings and building improvements 30

Furniture and equipment 310

g. Undistributed Deposits — Cash receipts are
recorded as undistributed deposits until such time as they
are allocated to employers” receivables, members’ contribu-
tions, or investment income.

h. Federal Income Tax Status — PERS is a qualified
plan under Section 40 1(a) of the Internal Revenue Code
und is exempt from federal income taxes under Section
501(a).

i. Funds — In accordance with state statute, various
funds have been established to account for the reserves held
tor future and current benefit payments. Statutory funds
are as follows:

* The Emplovees’ Savings Fund represents members'
contributions held in trust pending their refund or transter
1o a benefit disbursement fund. Upon an employee's
retirement, such employee account is credited with an
amount of interest (statutory interest) on the employee's
contributions based on a rate of 3 to < percent com-

expenses.

= The Expense Fund provides for the payment of adminis-
trative expenses with the necessury monies allocuted to it
from the Income Fund.

Fund balances at December 31, 1997 and 1996 are as
follows:

1997 1996

Employees’ Savings Fund  $ 6.074.352.149 § 5.680.623.240
Employers' Accumulation

Fund 25919.151.838  21,776,565,908
Annuity & Pension Reserve 12382711466 [1,578,875.556
Fund
Survivors' Benelit Fund 727752843 695,560,126
Income Fund 27,613,494 25,848,886

— 1.649529 586,017

Expense Fund
S45.333.231,319 539.758.059.731

Total Fund Balunce

Jj- Risk Management — PERS is exposed to various
risks of loss related to theft of. damage to. and destruction
of assets; injuries to employees: and court challenges to
fiduciary decisions. To cover these risks PERS maintains
commercial insurance and holds fidelity bonds on employ-
ees. There were no reductions in coverage in either 1997 or
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[1996. As required by state law, PERS is registered and
insured through the state of Ohio Bureau of Workers’
Compensation for injunies to emplovees, PERS is self-
insured with relation to employee healthcare coverage. The
only outstanding liabilities at the end of 1997 and 1996
were related to the employee healthcare coverage (see Note

3).
3. CASH AND INVESTMENTS

At December 31, 1997, the carrying amount of PERS’
cash deposits was 537,531,507 and the bank balance was
$40.751.464. Of the bank balance, $100.000 was insured
by the Federal Deposit Insurance Corporation (Category |
as detined by the Government Accounting Standards
Board). The remaining bank balance cash deposits were
uninsured and uncollateralized and were held in the name of
PERS’ pledging financial institution, as required by the
ORC (Category 3).

At December 31, 1996, the carrying amount of PERS’
cash deposits was 541,904,443 and the bunk balance was
S43,472.782. Of the bank balance, $100.000 was insured
by the Federal Deposit Insurance Corporation (Category 1).
The remaining bank balance cash deposits were uninsured
and uncollateralized and were held in the name of PERS®
pledging financial institution, as required by the ORC

a. Fair Value — If available, quoted market prices
have been used to value investments as of December 31,
1997 and 1996. Securities not having a quoted market
price have been valued based on vields currently available
on comparable securities of issuers with similar credit
ratings. The fair value of real estate is based upon esti-
mated current values and independent appraisals.

GASB Statement No. 3. Deposits with Financial
Institutions, Investinents, and Reverse Repurchase Agree-
ments, requires governmental entities to categorize invest-
ments to give an indication of the level of risk assumed by
the entity at year-end. Category | includes investments that
are insured or registered for which the securities are held by
PERS or by its agent in the name of PERS. Category 2
includes uninsured and unregistered investments for which
the securities are held by the counterparty’s trust depart-
ment or agent in the name of PERS. Category 3 includes
uninsured and unregistered investments for which the
securities are held by the counterparty or by its trust
department or agent but not in PERS™ name.

All investments of PERS meet the criteria of Category
| except real estate, venture capital and securities on loan,
which by their nature are not required to be so categorized.
Investments are held in the name of PERS or its nominee by
the Treasurer of the state of Ohio as custodian.

iCalegory 3)

A summary of short-term securities and investments
held at December 31, 1997 and 1996 is as follows:

1996
Fuir Value

1997
Fair Value

Shor-Term Securities
Commercial Paper
LS. Treasury Obliganans:
Not on securities foan
On secunties luan
Total Short-term
Securities

S ONF399976 5 UlH66.773

L399, 102,390)
329,920,297

I.812,773.962

SLETITION 3265049660
Other Investments
Curporate Bonds
Canadian Obhigauons
LS Government and Agencies:
Nut on secuntes loan 6.514.939 193
On ~ecurities loan 45047835353
Mongage and Morgage backed  6,199,450.676
Stocks:
Not on secunties loan
On securnities loan
Real Estate
Venture Capital
Intemational Securities [.152,262,218
Collateral on lvaned securities 3,249,587, 147
Total Other Investments $47,198.614.664

S 29142888835
303,975,334

5 5282010943
537714424

3006863863
9.944,350,445
3.530.268.966
13.037.328.048 11109419510
592.834.961
4.091.670.490
36.032.707

2.793.268.017
16,847,133
863,183,792
_10,860,706,041
$47,357,175,008

4, LEASES

PERS leases equipment with lease terms of one year or
less, Total lease expense was $389.860 and $353,139 for
the years ended December 31, 1997 and 1996, respectively.

5. VACATION AND SICK LEAVE

As of December 31, 1997 and 1996, $1.759,119 and
$1,653.688, respectively. was accrued for unused vacation
and sick leave for PERS' employees. Employees who
resign or retire are entitled to full compensation for all
earmned unused vacation. Unused sick leave pay is lost upon
termination. However. employees who retire are entitled to
receive payment for a percentage of unused sick leave.

6. DEFERRED COMPENSATION
PLAN

PERS does not sponsor a deferred compensation
program. PERS employees are eligible to participate in the
deferred compensation plan sponsored by the state of Ohio.
The state sponsored plan was created in accordance with
Internal Revenue Code Section 457. The plan. available to
all PERS employees, permits them to defer a portion of
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their salary until future vears. Deferred compensation The summary of changes in incurred but unreported
assets are not available to employees until termination, claims for the years ended December 31, 1997 and 1996

retirement. death or unforeseeable emergency. follows:

All amounts of compensation deferred under the plan, R S
Insurance

all property and rights purchased with those amounts, and y — - - - ~
all income auributable to those amounts, property. or rights ~ Claims Liability as of December 31. 1995 5 ko
are {(until paid or made available to the employee or other Claims Incurred 1.567.644
beneficiary) solely the property and rights of PERS (with- Claims Paid (1,583,525)
oul being restricted to the provisions of benefits under the
plan), subject only to the claims of PERS" general credi- Claims Liability as of December 31. 1996 135,364
tors. Participar.ns' rights undf_:r the plan are equal to th0§§ s T — 1,821,890
of general creditors of PERS in an amount equal to the fair Claims. Paid (1,827,080)
value of the deferred account for each participant.
Claims Liability as of December 31, 1997 S_130.174

PERS has no liability for losses under the plan and
believes that it is unlikely that it will use the assets to
satisfy the claims of general creditors in future.

The deferred compensation assets of $3,875.910 and
$3.073.709. at market value, and the related liability to
PERS employees are included in the accompanying finan-
cial statements as of December 31, 1997 and 1996, respec- Y

tively.

7+ PERS' SCHEDULE OF
REQUIRED CONTRIBUTIONS

All employees of the System are eligible for member-
ship in PERS. The System’s annual required contributions
tor the year ended December 31, 1997 and for each of the
two preceding vears is as follows:

Yeuar Ended Annual Percentage

December 31 Required Contribution Contributed
1993 S1345.349 100 %
1996 1,443,673 100
1997 1.537.037 100

8. SELF-INSURED EMPLOYEE
HEALTHCARE

PERS is self-insured under a professionally adminis-
tered plan for general health and hospitalization employee
benefits. PERS maintained specific stop loss coverage per
employee for medical benefits in the amount of $250.000
for both 1997 and 1996. PERS also maintained a lifetime
maximum stop loss coverage per employee for medical
benefits in the amount of $1,000.000 for both 1997 and
1996.
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REQUIRED SUPPLEMENTARY SCHEDULES

SCHEDULE OF FUNDING PROGRESS*
(S Amounts in Millions)

Unfunded
Actuarial Actuarial Ratio of Active UAAL as of
Yaluation Accrued Valuation Accrued Assets to Member % of Active
Year Liabilities (AAL) Assets Liabilities (UAAL) AAL Payroll Member Payrol}
1987 516,231 SI11,975 $4,236 74 % 54.864 88 %
1988 17,246 13,249 3,997 77 5.307 75
1989 18.310 14.629 3.681 80 3.597 66
1990 20,125 16.245 3,880 81 6.036 64
1991 22,027 18.108 3.919 82 6.651 39
1992 23,961 20.364 3,597 85 6.889 52
1993 26,056 23.063 3,443 87 7.236 48
1994 28.260 25.066 3,194 89 7.625 42
1995 30.536 27.631 2,905 90 7.973 36
1996 32,631 30534 2,097 94 L+ 8.340 25
“The amounts reported in this schedule do not include assets or habilities for post-employment healthcare benefits,
SCHEDULE OF EMPLOYER CONTRIBUTIONS?*
Year Ended Annual Required Percentage
December 31 Contributions Contributed

1988 $565,613,957 100 %

1989 571.866.966 100

1990 558,119,779 100

1991 607.811.880 100

1992 646,170,989 100

1993 663.680.518 100

1994 693,802,578 100

1995 725,893.573 [00

1996 177,781,045 100

1997 811,485,028 100

The Board adopts all contribution rates as recommended by the Actuary.
“The amounts reported in this schedule do not include contributions for post-employment healthcare benefits.

See Notes to Supplementary Schedules
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NOTES TO REQUIRED
SUPPLEMENTARY SCHEDULES

1. DESCRIPTION OF SCHEDULE
OF FUNDING PROGRESS

Each time a new benefit is added which applies to
service already rendered. an “unfunded actuarial accrued
liability™ is created. Laws governing PERS require that
these additional liabilities be financed systematically over a
period of future vears. Also, if actual financial experiences
are less favorable than assumed financial experiences. the
difference is added to unfunded actuarial accrued liability.

In an inflationary economy, the value of the dollar is
decreasing. This environment results in employee pay
increasing in dollar amounts resulting in unfunded actuarial
accrued liabilities increasing in dollar amounts, all at a time
when the actual value of these items, in real terms, may be
decreasing. Looking at just the dollar amounts of unfunded
actuarial accrued liabilities can be misleading. Unfunded
actuarial accrued liabilities divided by active employee
payroll provides an index which adjusts for the effects of
inflation. The smaller the ratio of unfunded actuarial
accrued liabilities to active member payroll, the stronger the
system. Observation of this relative index over a period of
sears will give an indication of whether the system is
becoming financially stronger or weaker.

Significant actuarial assumptions employed by the
actuary for funding purposes as of December 31, 1996, the
date of the latest actuarial study, and 1995 include:

Investment Return — 7.75 percent, compounded
annually, for all members, retirants, and beneficiaries.

Salary Scale — As of December 31, 1996 and 1995
the active member payroll is assumed to increase 4.75
percent annually and 5.25 percent annually, respectively,
which is the portion of the individual pay increase assump-
tion attributable to inflation. Also assumed are additional
projected salary increases ranging from O percent to 5.1

‘percent per year at December 31, 1996 and 1993, depend-

ing on age, attributable to seniority and merit.

Benefit Payments — Benefit payments are assumed to
increase 3 percent per year after retirement.

Multiple Decrement Tables:

Death — For determination of active and inactive
members’ mortality. the 1960 Basic Group Mortality Table
was used. For retirants” mortality, the 1971 Group Annuity
Mortality Male and Female Tables, projected to 1984 were
used.

2. ACTUARIAL ASSUMPTIONS
AND METHODS

Funding Method — An entry age normal actuarial
cost method of valuation is used in determining benefit
liabilities and normal cost. Differences between assumed
and actual experience (actuarial gains and losses) become
part of unfunded actuarial accrued liabilities. Unfunded
actuarial accrued liabilities for pension benelits are amor-
tized over a period of 8 and 17 years for state, 15 and 21
vears for local government and 30 and 12 years for law
enforcement divisions for 1996, the date of the latest
actuarial study, and 1995, respectively. to produce pay-
ments which are level percents of payroll contributions
based on an open amortization period.

Asset Valuation Method — For actuarial purposes,
assets are valued utilizing a method which recognizes book
value plus or minus realized and unrealized investment
gains and losses amortized at a 25 percent per annum over
a four-year period.

Disability — Based on PERS" experience.
Withdrawal — Based on PERS" experience.

Healthcare Benefits — Healthcare benefits are
financed through employer contributions and investment
eamnings thereon. The contributions allocated to retirant
healthcare, along with investment income on allocated
assets and periodic adjustments in healthcare provisions are
expected to be sufficient to sustain the program indefinitely.

During 1997, the Retirement Board adopted a new
calculation method for determining employer contributions
applied to healthcare expenses. Under the new method,
effective January 1, 1998, employer contributions, equal to
4.2 percent of member covered payroll, are used to fund
healthcare expenses. Under the prior method, accrued
liabilities and normal costs rates were determined for
retirant healthcare coverage.

PERS" actuarial valuation is calculated separately for
retirants and beneficiaries and for active and inactive
members.

The actuarial present value of benefits to be paid
retirants and beneficiaries currently receiving benefits and
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deferred survivor beneficiaries, whose benefits have been
determined, is calculated using the assumptions noted above.
The reserves in the Annuity and Pension Reserve Fund and the
Survivors' Benefit Fund together with interest credited thereon
from the Income Fund are compared to the actuarial accrued
liability for the remaining lifetimes of the retirants and benefi-
ciaries, and any deficiency is then funded by a transfer from the
Employers® Accumnulation Fund. Consequently, all such
determined benefits are fully funded.

The actuarial accrued liability for active and inactive
members is calculated using the entry age normal actuarial cost
method. The assets of the Employees’ Saving Fund, Employ-
ers” Accumulation Fund, and the market value adjustment are
subtracted from this present value to arrive at the unfunded
actuarial accrued liability.

The unfunded actuarial accrued liability based upon the
two most recent annual actuarial valuations is as follows:

UNFUNDED ACTUARIAL ACCRUED LIABILITY

December 31, 1996 - Dccemhsri&l,
1995
Local Law
State Government  Enforcement
Group Group Group Total Total
Present value of actuarial
accrued liability for active
and inactive accounts $8.104,322.986 S11.285,580,139 S5710,560,208 $20,100.463.333 $19,079.230,841
Less:
Employers” Accumulation Fund*  4,920.675.851 6.427,416,425 484.682.317 11.832,774.593  10,759.846,852
Employees” Savings Fund 2.265.054.552 3.240,227,337 175.341.351 5.680.623,240 5.299.436,091
Muarket Value Adjustment 201,296,646 272,313,349 15,607,056 489.217.051 114,792,478
Unfunded actuarial accrued
liability S 717,295937 S 1,345.623.028 S 34929484 S 2.097.848449 S 2.905,155,420

* Amounts shown reflect transfers out of the Employers” Accumulation Fund to fully fund the Annuity and Pension Reserve Fund and
Survivors® Benefit Fund.

o

o A
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ADMINISTRATIVE EXPENSES*

FOR THE YEARS ENDED DECEMBER 31 , 19897 AND 1996

Personal Senvices:

1997 1996

Salaries and Wages $11,490,077 $10.534.262
Retirement Contributions 1,545,437 1,497,000
Insurance 2,117,526 1,813,377

Bureau of Employment Services

269

15,153,309

13.844.639

Supplies:
Oftice Supplies 299,753 294,282
Printing and Publications 397,734 329,805
Dues and Subscriptions 101,159 63,480
798,646 687.567
Other Services and Charges:
Protessional Services:
Auditing 60,503 61.230
Actuarial and Technical 643,330 460.848
Investment 1,112,588 340,799
Treasurer of State Charges 503,123 309.687
Medical 1,043,756 977.996
Pension Review 26,821 35,013
Employee Training 126,949 129810
Butr-Processimg-Comract 35,018 38.633
Disaster Recovery 8,400
Retirement Awareness Seminar 220,930 183,978
Communications:
Telephone 215,363 186,795
Contract Mailings & Shipping 19,399 14,611
Postage 1,483,382 1,628,494
Transportation and Travel 341,565 281.079
Ltilities 309,351 288,618
Rental and Maintenance:
Equipment & Facilities 968,927 1,081,731
Building 358,744 382,277
Microfilm 34,671 27.763
Retirement Study Council 217,752 271,622
Miscellaneous 33,063 49,586

Depreciation On:

7,767,235

— 6.758.990

Building 402,834 392,908
Equipment and Fixtures 1,569,473 1.274.679
1,972,307 1,667,587

TOTAL ADMINISTRATIVE EXPENSES $25.691.497 $22.958,783

“Includes investment-related administrative expenses
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SCHEDULE OF INVESTMENT EXPENSES

(FOR THE YEARS ENDED DECEMBER 31, 1997 AND 1996)

1997 J 1996

Investment Services $ 207,623 S 14,752
Investment Staff Expense 2,100,685 1.843,702
Securities Lending Expense 904,965 196,047
Legal Services for International Investments 2,592 1,102
Legal Services of Securities Lending 4,646 5,632
Allocation of Administrative Expense (See Note 2b) 2,363,268 2.117.055
TOTAL INVESTMENT EXPENSES $5,583,779 $4.308.310

SCHEDULE OF PAYMENTS TO
CONSULTANTS

PERS paid the following investment consultants in 1997:

Capital Resources 534355
Strategic Investment Solutions. Inc. 32,500
Wilshire Associates. Inc. 33.333

TOTAL $100,188

Schedule of Fees and Comnussion Payments to Brokers presented on page 80,
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INVESTMENT REPORT

1997 MARKET PERFORMANCE

ECONOMIC REVIEW

During 1997 the economy of the United States contin-
ued to enjoy an expansion. Throughout this seven-year
expansion. the economic patiern in the United States has
been somewhat uneven. with spurts of strong activity being
followed by periods of moderating growth. All the while,
the annual pace of economic growth has largely stayed
within a 2.5 percent to 3.5 percent annual range.

First quarter GDP rose -1.9 percent, well above most
economists” expectations. In fact, the quarterly growth rate
was the highest for any quarter since 1987. Yet by the end
of March. concemns that the economy was growing 0o fast
led the Federal Reserve 1o raise interest rates (its first
tightening of monetary policy in over two years). Through-
out the second and third quarters, the “Goldilocks™ eco-
nomic environment continued —economic growth with very
low inflation. The economy expanded at a 3.3 percent
annual rate during the second quarter followed by 3.1
percent for the third quarter. With an annualized rate of 3.7
percent. fourth quarter GDP continues to be indicative of a
strong domestic economy.

For the year 1997, U.S. Gross Domestic Production

apl A

The year began with strong earnings momentum and a
strong economy. Investors, in a bullish mood, shunned
defensive, lower beta sectors. in favor of the high growth,
high momentum sectors. After Alan Greenspan raised the
Fed funds rate ¥ percent, the 30-year Treasury bond surged
past the psychologically important 7 percent threshold to
end the month of March at 7.10 percent. Investors sud- ’
denly shifted gears and scurried to seck safety. The first
quarter was the weakest of the year, despite January's
strong start.

Inflation stayed stubbornly low and long term rates
began to fall in the second quarter. triggering a rebound for
the market and especially the technology sector. More
sector rotation followed throughout the summer and fall as
eamings disappointments in several industries forced
investors to pare back their expectations. In the third
quarter, performance was mixed, ranging from -1.2 percent
for health care 10 +16.9 percent for technology.

The market closed the year with a period of volatility,
trading in a broad range of 7500-8000. The Asian melt-
down triggered a sudden drog in late October; the Dow fell
6.33 percent that month, paced by the 3.45 percent drop in
the S&P 500 and the 4.45 percent drop in the Midcap. At
its lowest point, on October 27, the Dow closed at 7161. 15,
a day that saw a drop of 554.26 points or 7.18 percent.

grew a9 37 percent e This s an-improvementover
1996’s GDP of 3.2 percent. Consumer spending. after
rising by 2.7 percent in 1996, jumped to 3.8 percent for
1997 due to rising income, lower unemployment. increasing
confidence and surging financial markets. The U.S.
unemployment rate drifted downward from 5.4 percent in
January 1997 10 4.7 percent in December. During the vear
nonfarm payroll employment increased virtually without
interruption. Overall, job growth for 1997 totaled 3.2
million (the best showing in three years). up from 2.5
million in 1996. For all of 1997, the producers’ price index
(the PPI) fell 1.2 percent, the largest annual drop since
1986. after rising 2.8 percent in 1996. During the year,
wage inflation was slightly more troublesome as wages
began (o creep up due to tight labor markets and low
unemployment. However, increased productivity and lower
benefits costs muted some of these wage pressures.

EQuiTy MARKET REVIEW

For the third year in a row, the stock market returned in
excess of 20 percent, an unprecedented performance.
Though the S&P Midcap Index beat the larger capitaliza-
tion S&P 500 in both May and July (leading investors to
proclaim the resurgence of small cap stocks both times),
1997 remained the year of the big stocks.

Then came the Asian meltdown. After the October
correction, the market traded in a broad range for the rest
of the year. The rotation into utilities and consumer staples
was clearly in response to the uncertainty surrounding this
situation.

FIXED INCOME MARKET REVIEW

The treasury market had an unusual year as rates
climbed sharply in the first quarter on concerns of eco-
nomic strength and the Federal Reserve's 25 basis point
tightening of monetary policy, but then generally declined
during the balance of the year in the face of surprisingly
strong domestic growth. The rally following the first
quarter had its genesis in the attractive real yields on
treasury securities brought on by a combination of the
backup in yields in the first quarter and the consistent low
level of inflation. The rally gained strength as the economic
expansion boosted tax receipts and dramatically lowered
the deficit, thereby reducing the borrowing needs of the
U.S. Treasury. Late in the third quarter and throughout the
fourth quarter, the developing currency and economic crisis
in Asia provided another leg to the bond rally as investors
surmised that the financial problems in Asia precluded the
Fed from tightening domestic monetary policy.
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By vear end, the yield on the benchmark thirty-year
long bond had fallen to 5.93 percent. matching the closing
evel of 1995, The nine-month rally was led by longer
maturities, causing an unusual bullish flattening of the vield
curve. The performance of shorter maturities was impeded
by the ongoing fear that the Fed may need to raise short-
term lending rates to cool the domestic expansion. The
spread between the yield on the two-year note and 30-vear
bond fell 1o an unusually narrow 29 basis points (bps) at
vearend.

The yield curve, measured as the difference of the
vields of the 30-year bond and two-year note, had a normal
shape for most of the year but flattened dramatically in the
fourth quarter. Late in the year the curve began to fatten
as the yield declines on long-dated securities outpaced the
Jeclines of shorter maturities. With the domestic economy
running hot, investors remained concerned that the Federal
Reserve might raise short-term interest rates to slow the
expansion. The fear of such a move kept shorter-term
securities from fully participating in the rally. Meanwhile.
longer dated securities benefited from a number of signifi-
cant developments that encouraged investors to move out

the curve.

The best performing sector in the investment grade area
in l997 was thc wrpomte sector, followed by the treasury

Sd5

vear, the corporate Lomponent of lhe Salomon lndet
re[umed 10.17 percent. while the treasury component of the
index retumed 9.65 percent. with the mortgage component
returning 9.27 percent. The overall Salomon Broad Index

returned 9.64 percent for the vear
REAL ESTATE MARKET REVIEW

In 1997 institutional investors shifted their focus from
long term real estate gains to short term, velocity driven
. retums. The abundance of cupital from Wall Street and
B+ opportunity funds fueled equity investments. Invesiors
£. purchased properties intending to sell them quickly into a
rising tide market. Wall Streel’s ability to securitize
J. mortgage loans and to sell them as mortgage backed
¢~ securities drove the debt market in 1997, Investment banks
- originated and securitized loans to generate fees. Yield
+* hungry investors eagerly purchased these debt securities
¥ and drove doun the spreads between mortgage rates and the

b

! .‘monoaae backed securities based pnmanly on the opinions
."ofcredlt rating agencies and not on the underwriting of the
undtzrlymu real cslate [ssuance volume for 1997 was

were more aggressive in the valuations and were lending
more money on higher risk properties.

Every property type showed positive returns for the
year, with the greatest strength in hotels, suburban office
and industrial. Hotels continued to post record returns, as
average daily rates and occupancies were at the highest
levels in years. Both suburban office and central business
district office fully recovered by the end of 1997. New
development was present in many markets, and on the
horizon in many others. Warehouse continued to post
steady retums, as did apartments. The weakest returns were
in the retail sector. which continued to suffer from over-
building in certain submarkets or of certain property types.

According to the NAREIT Index. the total return for
REIT stocks was 18.87 percent for the year ending Decem-
ber 31, 1997. While REITs underperformed the broader
domestic stock market, they exceeded Wall Street analysts’
1997 total return expectations for the industry of between
12 percent and 17 percent.

The year was marked by a rgcord number of equity
offerings. Over the year there were 23 IPOs and 160 add
on offerings totaling $21.7 billion. The industrial/office
sector dominated the REIT offerings during the year
representing 34.7 percent of the total dollars raised and

1997 INTERNATIONAL MARKETS REVIEW

In general, 1997 was not a good year for many interna-
tional equity markets. Although there were isolated pockets
of strong performance, the U.S. equity market was once
again the place to be. Only three of the world’s 22 devel-
oped equity markets posted stronger returns than the U.S.
when measured in U.S. dollar terms (Switzerland 44.25
percent; ltaly 35.48 percent; Denmark 34.52 percent).

For the third year in a row, the MSCI EAFE index
failed to keep pace with the U.S. equity market. Just as in
1996, EAFE's under-performance was largely due to
several factors: |) weak Japanese performance; 2) strong
U.S. dollar performance; and 3) the fallout effects from the
Southeast Asian currency crises. For the year, the EAFE
index rose 1.78 percent in U.S. dollar terms. Weak curren-
cies relative to the dollar negated most local currency gains
and compounded local currency losses. In 1997, EAFE
excluding Japan was up 14.63 percent (U.S. dollar).

EAFE's relatively weak performance masks the diver-
gence in performance of European and Asian equity .
markets. Europe was the strongest performer within the
EAFE universe for the third year in a row. For 1997, the
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MSCI Europe index gained 23.80 percent in dollar terms
(37.97 percent local). while the MSCI Pacific index lost
25.49 percent in dollar terms (-13.91 percent Jocal). The
MSCI Pacific ex Japan index fared even worse. losing
31.00 percent in dollar terms (-19.52 percent local).
European strength was due in large part to the growing
expectation that Economic and Monetary Union (EMLU)
will go ahead as scheduled on January 1. 1999. The
approach of EMU has led to a steady stream of cross-
border mergers and acquisitions. as European companies
augmented their continental operations in preparation for a
single-currency trading bloc.

Hong Kong. Asia's second largest equity market.
posted a loss of over 23 percent in U.S. dollar terms.
Despite having weathered the handover to China on July |
relatively easily, the country could not remain immune from
the negative effects of the currency problems of its Asian
neighbors.

Despite the problems in Asia. the Latin American
region performed relatively well in 1997, Through the first
hall of the vear. the MSCI Latin America Free index was
up over 40 percent in dollar terms (43.28 percent local) as
the region benetited from strong export growth. low
inflation and massive foreign capital intlows.

U.S. dollar during 1997. By year-end. the dollar was
trading at 128.55 yen and 1.77 marks. compared with
115.85 and .54 marks at the beginning of the year. Funda-
mental support for the dollar was broad-based as it came
from the strong U.S. economy. relatively high nominal and
real interest rates (compared with other countries). expecta-
tions for even higher rates. low inflationary pressures,
confidence in U.S. monetary authorities, and an insatiable
foreign demand for U.S. assets.

MONEY MARKET REVIEW

Short-term money rates. as measured by the bond-
equivalent yield of the three-month treasury bill (3MB),
fluctuated in a relatively narrow range of 65 basis points
during the year. The 3MB began the year at a bond-
equivalent vield of 53.20 percent. and soon thereafter began
to rise in anticipation of the Federal Reserve’s 25 bps hike
in the fed funds rate on March 25. Coincident with the
Fed's action. the 3MB reached a high yield of 5.40 percent.
From the lows reached in late September. 4.90 percent. the
3MB gradually rose in yield for the balance of the yvear,
finally ending the vear at a bond-equivalent yield level of
5.35 percent. The total retumn of the 3MB in 1997, as
measured by Merrill Lynch, was 5.33 percent.

1997 PERS PERFORMANCE

EQUITY i

The total retumn for the PERS equity portfolio in 1997
was +25.44 percent versus a total return of +33.36 percen
for the Standard & Poor’s 500 stock index. At the begin-
ning of the year, the PERS portfolio had a market value of
$10,734.378.840. By year-end, the portfolio’s market
value totaled $13.630.163.009. During the year, the
purchases equaled S4.155248.756 while sales totaled
$3.848.573.745. The PERS porttolio generated total
dividend income of $212.369.057 versus 5190.134,703 in

1996.

The primary reason for the portfolio’s
underperformance in 1997 was the active portion of the
portfolio management process. At year-end, the actively
managed component represented 6+ percent of the total
PERS portfolio. First. the Large Cap Active portfolio
trailed the S&P 500 by 300 basis points in 1997. The
Small Cap portfolio lagged its internal benchmark by over
2100 basis points in 1997. .~

According to Lipper Analytical Services Inc., a firm
that tracks mutual fund performance, only 10.3 percent of
U.S. stock funds beat the S&P 300 in 1997, down from the

500 in 1996. The uvcruée diversitied U.S. stock fund
returned 24.36 percent in 1997.

The Large Cap Active portiolio had a total return of
28.34 percent versus a total return of 33.36 percent for the
Standard & Poor’s 500 stock index. At the beginning of
the year, the Large Cap Active portfolio had a market value
of $4.201 438.400 representing approximately 39 percent
of the total equity portfolio. By yeur-end. the portfolio’s
market value totaled $3.655.679.214 or 41.5 percent of the
total equity portfolio.

The PERS Small Cap Active Equity Portfolio compiled
a total return of 11.07 percentin 1997 compared to the
32.24 percent total return of the S&P Midcap Stock Index.
The average Midcap Fund returned 19.63 percent in 1997
according to Lipper Analytical Services. At the beginning
of the year, the Small Cap Active Portfolio had a market
value of $2,881,923,6-H representing approximately 27
percent of the total equity portfolio. By year-end, the
portfolio’s value totaled $3,118.954,986 or 23 percent of
the total equity portfolio.

The total return for the S&P 500 Passive Index
Portfolio was 33.48 percent versus a total return of 33.36
percent for the S&P 500. At the beginning of the year, this
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portfolio was 20.4 percent of the total equity portfolio. By
vear-end, the S&P 500 Passive Index represented 21.6
percent of the total equity portfolio.

The total return for the S&P Midcap Index Portfolio in
the PERS portfolio was 32.50 percent versus a total return
for the S&P Midcap 400 stock index. the benchmark. of
32.24 percent. At the beginning of the year. this portfolio
represented 3.2 percent of the total equity portfolio. By
vear-end, the S&P Midcap Passive Index stood at 5.3
percent of the total equity portfolio.

The total return for the S&P Enhanced Index Portfolio
was 32.62 percent versus a total return of 33.36 percent for
the Standard & Poor’s 500 stock index. At the beginning
ol the year. this portfolio represented 8.4 percent of the
il equity portfolio. By year-end, the S& P Enhanced
Index stood at 8.7 percent of the total equity portfolio.

FIXED INCOME

The PERS fixed income portfolio earned a total return
ol'9.09 percent in 1997, while the total return on the
benchmark Salomon Broad Investment Grade Index was
9.64 percent. Our performance fell short of the Index in
1997 because we made a poor active management decision
i the April/May time period. We began the year with a

The hotel portfolio performed best in 1997, with total
returns of nearly 28 percent. The REIT portfolio, with
returns of 18.89 percent. was next in overall performance.
The mortgage portfolio returned over 12 percent. and
apartments were in the 1 percent range.

The bulk of the new investments in 1997 were in
REITs, hotels, and mortgages. The strategic programs we
had in place with the advisor network ensured that we saw
a diversified group of opportunities, both across property
types and geographically.

In the mortgage area. we continued to see increased
competition and lower rates, which drove many opportuni-
ties above our pricing threshold. We were able to take
advantage of portfolio sales of selected residential and
commercial portfolios.

The REIT portfolio. while still over weighted in the
retail sector, was no longer dominated by the sector at the
end of 1997, The portfolio was also over weighted in
industrial/office, which is expected to be one of the best
performing sectors in 1998.

INTERNATIONAL

During 1997, activity in the international portfolio was
focused on several areas: 1) the continuation of building the

Jduration that was |30 percent longer than the index. As
rates rose in the early part of the year. our portfolio
underperformed due to its longer duration. On March 23,
the Federal Reserve raised the federal funds rate by 235 bps.
We gradually reduced duration during the market rally in
April, May, and June. After the second quarter. our
portfolio was essentially neutral to the index in duration.
Our concerns about the strength of the domestic economy
proved to be well-founded: however. the continued decline
in inflation and the unfolding crisis in Asia kept the Fed on
hold.

REAL ESTATE

Last year. PERS allocated an additional $1.08 billion
lo six separate advisors, and invested $1.357 billion in real
estate. The market value for the porttolio at year-end was
at $4.092 billion.

In 1997, the Real Estate Portfolio returned 14.04
percent. This figure was comprised of cash tlow of 8.77
percent with 5.27 percent of the return due to appreciation.
[n 1997, the NCREIF index returned at 13.45 percent. The
total return on PERS REIT portfolio for 1997 was 18.89
percent. This compared to the NAREIT Index return of
18.87 percent.

core-EAFE portion of our international portfolio 2) the
initial implementation of an “"EAFE-plus™ portfolio 3) the
completion of the intemational forests products private
equity portfolio and <) the initial implementation of an
emerging markets private equity portfolio.

In terms of market value, the PERS international
portfolio’s exposure grew from approximately 3863 million
at year-end 1996 to roughly S1.152 billion by the end of
1997, representing an increase of about S289 million. The
actual international allocation ended the year at 2.6 percent
of total fund assets. up from 2.2 percent at the beginning of
the year.

The 1997 total return (price appreciation or deprecia-
tion plus dividend and/or interest income) for the overall
international portfolio was -3.94 percent, whereas the
EAFE index (net dividends) return was 1.78 percent. The
cause for this underperformance relative to the EAFE
benchmark is due entirely to the negative effect the intena-
tional forests products portfolio had on the overall interna-

tional portfolio.

Looking at the total international portfolio’s primary
sub-portfolios, during 1997 it was comprised of two main
areas: an EAFE-based portfolio and a private equity. The
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total return for the PERS EAFE portfolio for 1997 was
3.71 percent as compared to 1.78 percent for the EAFE
index.

Unfortunately. the private equity portfolio had a very
difficult year in 1997. The market value of this portfolio
declined to approximately S188 million by year-end (repre-
senting 16 percent of the total international portfolio) from
$243 million at the end of 1996. Retumn for the year was
-26.85 percent versus a customized benchmark return of
-21.01 percent. The majority of the negative retum for the
vear occurred in the final quarter of the year. This
underperformance was due primarily to some of the portto-
tio companies having a high exposure to the Asian econo-

mies.
SHORT-TERM

PERS short-term investments earned a total return of
5.65 percent in 1997, while the benchmark 90-day Treasury
Bill earned a total return of 5.33 percent. Our beginning-of-
year outlook led us to favor investments in higher-yielding
securities such as commercial paper and agency discount
notes over lower yielding, but more rate sensitive. securities
such as treasury bills. The consistently favorable yield
spread of commercial paper and discount notes over
treasury bills aided our relative performance.

(domestic. international and real estate) continued to
benefit our performance. The total portfolio’s market valye
grew from 539.3-46,938.627 1o S4+4.621,201.455 in 1997,

Domestic equities were again our best performing assey
class with a return of 2541 percent. Domestic equities
represented 30.38 percent of our total assets at year-end
after beginning the year at 27.12 percent. The growth in
our exposure to domestic equities has been one of the
largest contributors to our performance in the past two
years.

Real estate was our second best performing asset clagg
in 1997 Our real estate portfolio had a total rate of retum
of 14.04 percent. Our exposure to real estate rose from
$3.17 billion to $4.01 billion by year-end, an increase of
over 26 percent. After starting the yvear at 8.0 percent, real
estate made up 8.94 percent of our total portfolio by year-
end,

Even though our allocation 1o fixed income dropped
from 56 to 52 percent during the year. our market value
exposure grew to 323.04 billion from $21.90 billion. The
rally in the bond market in the last nine months of 1997
helped the fixed income portion contribute very positively
to the performance of the total portfolio. With a total rate
of return of 9.09 percent, fixed incorne was our third best

pnerformi Ag assetclass.

The average maturity of investments at year-end was 51
days. with a bond equivalent yield of 5.81 percent.

SECURITIES LENDING

The equity securities lending program was initiated in
September. This program generated net income to PERS of
5643.5344.98 in the last four months of the year.

The fixed income securities lending program generated
net income to PERS ol $6.301.921 in 1997. In June. 1997,
the fixed income securities lending program was moved to a
new lending agent.

TOTAL PORTFOLIO ATTRIBUTION

As we said in early 1997, “In order for the total
porifolio to have a double digit return in 1997, both the
stock and bond markets must have strong years. This
would require that the ‘Goldilocks® scenario continue and
that the bond marker rally on lower inflation expecta-
tions.” This is essentially the scenario that unfolded in

1997. The PERS total portfolio had a total rate of return of

13.33 percent. The return eamed on the domestic stock and
bond portfolios again dominated the total portfolio’s return.
The reallocation of assets from fixed income o equities

pPetirdiinin oy

Our international equity portfolio retumed -3.94
percent in 1997. Our exposure to international equities
grew from $863 million to $1.16 billion during the year.
Our year-end exposure of 2.57 percent is below our
December 1997 target of 5 percent. However, given the
international markets troubles in 1997, being under-
weighted in this asset class was beneficial to the total
portfolio’s performance. All other asset classes, including
short-term, had better returns than international equities, as
measured by EAFE.

Nearly all of the cash flow generated by the system
was invested in the longer-term asset classes leaving the
size of the short-term portfolio virtually stable. The short-
term portfolio had a return of 5.63.
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1998 OUTLOOK

ECONOMIC

The U.S. economy begins the year under peculiar
circumstances owing to the economic crisis unfolding in
Asia. The domestic economy possesses solid fundamental
strength. supported by vibrant personal consumption and
business investment spending. The strength on the con-
sumer side has been and will continue to be underpinned by
high employment. stimulative interest rates and solid gains
in personal wealth spurred by both income growth and
investment appreciation. The strength in business invest-
ment spending will likely continue in 1998, highlighted by
spending on computers and information technology. The
kewv for the vear ahead will be the impact of the Asian crisis
on U.S. economic growth. The crisis in Asia is likely to
stvmie growth. not only in the countries directly involved.
but also in Japan. the key consuming market in the Far
East. The crisis will cause escalation in the U.S. trade
delicit as imports fTow from those countries whose curren-
cies have collapsed. Further exacerbating the dilemma.
U.S. exports will wane as economic growth in Southeast
Asi deceleratex over the next few years. The Asian crisis
has come at an opportune time. slowing U.S. growth
modestly at a time when labor pressure is at its high point
fur this economic cycle. The Asian crisis has effectively

front. leaving inflation tor the vear near 2.0 percent to 2.25
percent.

Based on our fundamental economic outlook for
moderate GDP growth (2.5 percent to 3.0 percent) and
continued low inflation (CPI 2.0 percent to 2.25 percent),
we expect interest rates to remain in a fairly tight range for
most of the year.

The technicals of the fixed income market are very
attractive as issuance of U.S. treasury bonds will continue
to decline as the Federal budget position improves. Net
treasury issuance (new issuance minus bond maturities)
declined from S189 billion in 1995 (fiscal year ending
9/30). to S22 billion in 1997. Salomon Smith Barney
estimates that net treasury issuance will be minus S80
billion in fiscal year 1998.

Based on our inflation outlook (2.0 percent to 2.25
percent CPI in 1997), real interest rates (10-year treasury
minus CPI) are currently 3.25 percent to 3.5 percent, at or
below the long term historical average 3.5 percent. Based
on our outlook for a relatively stable economy and infla-
tion, we expect the long-bond to trade in a range of 3.5
percent to 6.3 percent in 1998,

EQuITY MARKET

2/ | wndere AN 1D L. Ml L L]
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the next 6 to 9 months.

We forecast economic growth, as measured by GDP, to
be between 2.5 percent to 3.0 percent in 1998, We base
this outlook on our analysis of the various camponents off
the domestic economy and on the outlook for the U.S.
major trading partners. The balance of trade poses a
serious wildcard to the equation. We expect the trade
deficit to balloon by S70 billion in the year ahead owing to
the Asian debacle.

The inflation outlook remains mostly positive over the
foreseeable future. The influx of Asian imports will place
downward pressure on domestic goads prices. The boom in
business investment spending over the past six years has
allowed capacity to grow at a faster rate than aggregate
demand, alleviating any pressure from bottlenecks or
shortages. The questionable areas in regard to inflation are
labor costs and service prices. Service prices are expected
to increase in 1998, especially in the health care sector.
Further, if the Asian slowdown fails to provide a reprieve 1o
U.S. manufacturing, and hence labor, wage inflation could
be a critical issue in the vear ahead. Overall. we expect the
latter two issues to offset the gains witnessed on the goods

Wall Streel strategists are forecasting U.S. equity
returns to be in the 4 percent (o 13 percent range, with the
consensus closer to the historical norm of 10 percent. In
the past month, Wall Street strategists have lowered their
1998 protit growth expectations from low double-digits to
something closer to 6 percent to 8 percent. The lowering of
profit expectations was due to the Asian turmoil and
economists cutting their 1998 U.S. GDP forecasts by
anywhere from 0.3 percent to 1.0 percent. If profits for
companies in the S&P 300 do rise in 1998, it would be the
first time that profits have risen for seven consecutive
years.

We expect the S&P 500 to deliver total returns in the 7
percent to 10 percent range, markedly less than last year's
return (33.4 percent) and slightly lower than consensus.
We look for operating eamings for the S&P 500 to grow at
least 8 percent in 1998, At year-end 1997, the trailing P/E
multiple on the S&P 500 was approximately 21.5 times.
During prior periods of mild inflation, the P/E ratios have
ranged primarily between 18 and 22 times. We are not
factoring in any further P/E expansion for the full year.

Even though the turmoil in Asia just started making
front-page headlines in October of last year. it can be
argued that the U.S. stock markets have been “aware™ of
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this situation since last summer. Itis, perhaps. no mere
coincidence that the Dow Jones Industrial Average peaked
in early August (at 8239.31) less than a month after the
government of Thailand decided to devalue its currency.,
which subsequently started the Asian contagion.

Using the standard deviation of daily price changes as a
measure of volatility, 1997 was the fourth most volatile
veur of the last half-century, trailing only 1987, 1982 and
1974, Those three years saw violent reversals of the market
rend. High volatility often comes at market turning points.

The risk to the PERS equity market outlook is that the
high end of the return forecast (for all of [998) may occur
in the first half of the year. With the decline in interest
rates, an expansionary fiscal policy and accelerating money
supply growth. the U.S. economy should have sutticient
strength and momentum to offset the near-term headwinds
created by the financial turmoil in Asia. As such, we
should anticipate that the majority of surprises (regarding
ceonomic news, eamings, ete.) for the first part of 1998 are
Tpositive.”

FIXED INCOME MARKET

Our tixed income outlook is based on our economic and
intlation forecast. our outlook for the supply and demand
for xed ncome secutios. the level of ntecestrites_and

second half of 1998. we envision short rates to trade in 5
range of 5.30 percent to 6.23 percent as investors become
concemed that the Fed may have in fact been t0o accommg.
dative earlier in the year. Long rates in the second half of
the year should range from 6.00 percent to 6.50 percent,

REAL ESTATE MARKET

The flow of capital back into the real estate market-
place has turned into a deluge. This capital influx is
expected to remain strong in 1998. Expect to see continyeq
higher prices and increased development activity. With the
abundance of capital in both the debt and equity markets,
the price of real estate is up while the cost of financing
these investments is down. Commercial mortgage lenders
are demanding less of the owners’ equity. Loan to value
ratios have increased from 70 percent to 85 percent, and the
spread over corresponding treasuries is now around 100
basis points. REITs now trade on relative price earnings
multiples that are unrelated to the values of the underlying
real estate portfolios.

We expect that total returns will be in the low double
digits in 1998. Expected current cash returns will be flat to
down for most property types. while prices will rise. The
time for opportunity investing is pretty well over. as it is
increasingly difficult to buy properties below their replace-

St et
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the valuation ot competing asset classes. Of these. our
cconomic forecast is of primary imporance. We anticipate
that U.S. econamic growth will average 2.5 percent o 3.0)
percent in 1998, with a slight up-tick in CPI inflation rom
the 1.7 percent recorded in 1997 to an expected 2.23
percent in 1998, Given that we begin the vear with the
two-vear note vielding 3.25 percent, and the thirty-year
bond at 3.70 percent. we are concerned that the current
level of interest rates and the Natness of the vield curve are
somewhat incompatible with our outlook for continued
strong economic activity and slightly rising inflation.

We anticipate that Treasury vields will generally trend
higher throughout the year. The front-end of the yield
curve should trade within a range of 5.00 percent 10 3.30
percent over the next six months as the Federal Reserve
retains a neutral stance in an effort to foster a wmaround in
Asia. Likewise. long rates should trade in a relatively
narrow band ot 5.65 percent to 6.00 percent as long as
there remains a legitimate risk of an Asia-induced world-
wide downturn. Importantly, long rates remain under-
pinned by the favorable performance of U.S. inflation.

In the latter half of the vear, rates should move into a
new, higher trading range if we are correct in our assertion
that worldwide growth is set to gather strength. For the

We expect the primary tunding sources for real estate
in 1998 will continue to be Wall Street firms, REITs,
pension funds acting through advisors or opportunity funds,
and to a lesser extent. insurance companies.

With acquisition prices exceeding replacement costs,
REITs with development capabilitics are expected to have
better earnings growth due to the higher expected returns on
new construction. Equity offerings are predicted to be
plentiful and merger and acquisition activity should con-
tinue at its current manic pace.

INTERNATIONAL MARKETS

As is usually the case. the outlook for the international
markets for the upcoming year varies significantly between
regions. Bul in spite of that, a common theme among most
regions is the current overshadowing effects produced by
the events that continue to unfold in East Asia. The
ultimate outcome of the crisis remains to be seen, but it has
already produced major effects on the world's markets.
Despite widespread fears of a global meltdown spurred by
the Asian crisis. global economic growth most likely will
not be completely derailed. Most indicators still point to a
continued low inflationary/moderate growth environment on
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1 worldwide basis, albeit at reduced levels trom pre-crisis

h_‘\ \‘_'lh'.

That is not to say that the Asian crisis will not have
significant repercussions. The global economic environ-
ment was already showing signs of slowing and in light of
the slowdown in Asia. it is likely to decelerate further.
Atter adecade of exceptionally strong growth rates in Asia,
cconomic activity in this region is already rapidly slowing
and should remain weak throughout most, it not all, of
[993. Japan is perhaps the most exposed to the crisis.
eiven its strong trade and financial relationships within the
;-;:_‘iun. The impact of the crisis on Europe and the U.S.
<hould be muted to some degree because their trade and
ninancial relationships with Asia are not as strong as
Japan’s. Also. European and U.S. economic growth was
fairly robust prior to the crisis. thereby enabling them to
better withstand the recent shocks.

Moving further into the year, the run-up to European
t:conomic and Monetary Union (EMU) should also take on
more ol the economic spotlight. In May of this year it will
be determined which countries are allowed to enter EMU wt
the beginning of 1999.

The outlook for the emerging markets varies dramati-
callv by region. The lack of investor confidence in Asian

to around 5.0 percent, Latin America should remain one of
the better growth areas of the world.

The cyclical bull market for the U.S. dollar versus the
Japanese yen is expected to continue at least for the better
part of 1998. One risk to dollar strength is that U.S. and
European central banks join the, 1o date, unsuccesstul
Bank of Japan intervention to support the yen.

Similar to last year's conclusion. we expect a global
investment and economic environment that is driven and
characterized by a continuation of low interest rates,
moderate rates of economic growth (albeit at lower levels
due to the Asian crisis), and non-threatening rates of
inflation. In fact, in some isolated parts of the world,
deflation may actually be experienced. Our 1998 return
expectations for the developed non-U.S. markets as a
whole are centered around 10 percent.

MoONEY MARKETS

As we enter the new year, short rates are stimulative to
economic growth. Based on qur economic assessment for
the coming year, we find the front-end expensive. We
believe that the market has already established the low
yields for the year in the front end of the curve, and rates
should generally rise from here. We do not expect the Fed
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reoroittesand-potittea-structures-inted-to-mostnitrkets
in the region being decimated. Tt is unlikely that Asian
emerging markets will be attractive to many investors in the
acar term. On the other hand. most Latin American econo-
mies have fairly strong fundamentals and have the potential
(o be strong performers during 1998 once fears over
currency contagion recede.

With domestic activity collapsing throughout the region
in 1998, most Asian countries will likely try to increase
exports to alleviate the loss of markets closer to home. As
long as U.S. and European demand remains firm, Asian
goods will remain particularly attractive and this policy
should help turn their economies around.

Whether or not these challenges and risks have been
completely discounted by the markets remains to be scen.
The agreement of loan packages between Asian govern-
ments and the [MF is a crucial component to the restoration
of investor confidence, although these agreements will be
paintul by provoking bankruptcies and corporate restructur-
ing.

The outlook for Latin American emerging markets in
1998 is reasonably positive despite the problems in Asia.
Although econamic growth should slow somewhat in 1998

For the first halt of the year. we anticipate that the 3-
month T-bill will trade in a range of 5.00 percent to 53.35
percent. In the second half of the year, T-bill rates should
begin to rise on concern over economic strength and the
possibility that the Fed may need to tighten monetary
policy. The three month bill should trade in a second-half
range of 5.25 percent to 5.50. We expect that the 6-month
bill will trade in a range of 5.40 percent to 5.70 percent,
and the year-bill to trade as high as 5.80 percent.

1998 PERS STRATEGY

EquiTy

Two critical assumptions behind the PERS equity
strategy are: (1) forecasters have been too pessimistic
about the impact that the Asian turmoil will have on the
U.S. economy (especially for the first part of the year), and
(2) the high level of volatility will result in more sector and
theme rotation in 1998.

The sectors that have potential to outperform the S&P
500 due to a positive revision in current expectations are
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small cap stocks, technology. capital goods and basic
materials. As the economy surprises the pessimists.
investors” confidence. in general. will be restored. Asa
result they will intensify their search for bargains.

In the small cap area, relative valuations (to the S&P
300) such as price to cash flow and price to sales are at the
low end of their respective historical ranges. Lack of
liquidity in the small cap names has always been used as a
drawback against this group. In the volatile equity environ-
ment that we are forecasting. the small cap stocks should
outperform the S&P 500. At year-end 1997, the small cap/
midcap exposure within the PERS equity portfolio stood at
28.2 percent.

Given the high level of volatility expected in the equity
markets in [998, we are not forecasting any of the eleven
sectors in the S&P 500 to be “buy and hold™ candidates.

The volatile environment of the stock market. histori-
cally high levels of valuation. all combined with the Asian
overhang warrant a strategy that puts a premium on
flexibility. Sector performance will vary significantly
should the vear unfold in a manner that is completely at
odds with our critical assumptions. However, continuing to
anticipate and analyze (overlaying valuations on expecta-
tions) should give the PERS equity portfolio the best

Sector Allocation Strategy: Corporates and mortgages
begin the year at favorable spread levels. We intend to
raise our allocation to corporates to 150 percent of the
sector’s weighting in the index. and raise our allocation tg
mortgages to 110 percent of the index.

Security Selection Strategy: Given our outlook for
stable corporate profitability. and the current relative
attractiveness of corporate spreads. we intend to reduce the
credit quality of our corporate holdings in order to earn a
higher yield. We will mitigate the risk associated with
holding lesser-quality corporates by intentionally shonening
the average maturity of our corporate holdings. In mort-
gages. our security selection will focus on securities that
offer generous nominal yield as compensation for incurring
negative convexity.

REAL ESTATE

Institutional investors are paying more money for
assets and accepting lower returns in order to “put the
money out.” We feel that this aggressive investment
strategy will lead to a market top within the next 24
months. Our strategy is to sell those assets that we feel are
fully valued and leverage those assets in the portfolio that
we think are good long term holds. Our acquisition strat-
egy for 1998 is to find assets which do well in down
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FIXED INCOME

Our fixed income strategy is based on our economic
outlook. our year-ahead outlook for treasury rates, and the
current and expected relative valuation of the fixed income
sectors. Fixed income portfolio returns are directly influ-
enced by the management of some key variables. Each is
listed below:

Duration Strategy: Our strategy for duration manage-
ment is driven primarily by the current level and outlook for
interest rates. Because we believe that current interest rates
are (0o low given the continued strong domestic growth.
healthy world growth, and mildly rising inflation. we will
maintain a relative duration of 90 - 100 percent of the
duration of the index during the first half of the year. Our
portfolio returns will benefit from this decision if rates rise
during the first half of the year,

Yield Curve Strategy: As we begin 1998. the curve is
unusually flat. and we have begun establishing a more
curve neutral structure. As the vear progresses, and we
gain evidence that our economic call is unfolding, we would
likely again favor a barbell structure as the curve flattens
due to an anticipated front-end backup in yield.

markets.

Apartments are still the core of our portfolio. The risk
premium that we received in the early 1990's on turnaround
projects has evaporated. We can no longer earn a sufficient
return premium for risks associated with renovating and
repositioning lower quality communities, We expect the
total return on the apartment porttolio to be in the 11
percent to |3 percent range in 1998,

Retail properties are still out of favor with most
institutional investors. Regional malls which were once the
darlings of the typical pension fund portfolio, are now the
scourge of most asset allocation models, We expect to eamn
stabilized total retumns of 12 percent to |4 percent annually,

Our outlet mall portfolio is mature. We do not plan
any major acquisitions in 1998. We will continue to
entertain and analyze purchase offers on a portfolio or an
individual basis. We expect the portfolio to return 10
percent to |2 percent in 1998,

Hotels have fully recovered and we do not expect to
replicate the returns of our existing portfolios with the
acquisition opportunities currently available. The un-
levered initial yields on hotels with 70+ percent occupancy
rates are now 7 percent to 8 percent. Optimistic pro forma
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project total retums are in the 13 percent to |5 percent
range,

Office and industrial properties provide diversity (o
our real estate portfolio. We feel that speculative suburban
oftice and industrial projects will provide double digit
retuns for investors who build early in the development
cyvele. With acquisitions. we look for stabilized cash vields
af' 9 percent and total returns of |1 percent to 13 percent.

Mortgage rates have dropped 300 basis points to 7
percent since we began building our mortgage portfolio in
1992, Investors competing for commercial mortgage
business have compressed spreads to 100 basis points over
the Treasury curve. To earn an 8% percent to 9% percent
coupon, investors must lend 85 percent to 90 percent of the
purchase price and fund additional dollars for capital
IMprovements.

On the REIT side. we expect a slight contraction in the
carmings multiple for REIT stocks in 1998 due to the
anticipated decrease in the sustainable growth rate of REIT
stock’s earnings per share,

INTERNATIONAL

The primary goal for the international area in 1998 is
sically unchanged f) sl whE e B

working on increasing the fund's intermational equity

exposure.

With such a wide spectrum in which to make non-U.S.
investments. we intend o continue following the strategy
of building multiple portfolios that utilize ditferent invest-
ment styles and that focus on different markets. This
strategy will create significant diversification that will
provide risk reduction benelits for the overall porttolio.
Additionally. by constructing a portfolio out of multiple
portfolios that are different by investment style and market
focus. PERS will be able to make tactical shifis within the
portfolio in order to take advantage of any opportunities
that may develop in specific arcas of the international
markelts.

During 1998, we will use several strategies (o increase
the PERS international allocation, First. additional
allocations will be made to the existing core EAFE.
Second. new core EAFE portfolios will be added. Third.
additional allocations will be made to the existing non-core
EAFE portfolios. Fourth. new non-core EAFE portfolios
will be added. Fifth. we will initiate dedicated emerging
markets portfolios. Finally. we will complete the fundings
10 our private equily commitments.

SHORT-TERM INVESTMENTS

We will target a duration for the short-term investment
pool of 50-days or less. By maintaining a short weighted-
average maturity, we will tum-over the investment pool
more frequently, thus enabling us to invest maturing
securities at expected higher yields as the year progresses.
If. as expected. yields rise during the year, we will look to
extend the duration of the portfolio to near the benchmark
duration. especially if the money market curve should
steepen.

TOTAL PORTFOLIO OUTLOOK
FOR 1998

Our expectations for the total portfolio are very similar
to last year's. We think that the total portfolio will gener-
ate a total return of around 7.75 percent, with a probable
range of 5.7 to 10 percent. These estimates are based upon
our expected asset allocation and expected returns for each
of the asset classes. The total portfolio return estimate
may not be valid if the current asset allocation study results
in a dramatic change to our carrent allocation. Given our
current allocation. domestic stocks and bonds comprise
over eighty percent of the total porifolio and are the
primary determinants of total performance.

a . = el &
used to fund our increased allocations to international
equities, real estate and other asset classes.

Prudent person legislation effective March 6, 1997 has
allowed us to modify our investment policy. These changes
will have positive effects on our long-term performance
and also help reduce the overall risk ot the portfolio.
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SCHEDULE OF INVESTMENT RESULTS

1997 3-Year 5-Year
Total Portfolio 13.31 13.78 10.01
Customized Benchmark* 15.78 NA NA
Equity Portfolio 2544 23.36 16.01
Standard and Poor’s 300 Index 33.36 31.06 20.25
Fixed Income Portfolio 9.09 1111 8.13
Salomon B.L.G. Index 9.64 10.43 7.53
Real Estate Portfolio 14.04 11.83 11.85
N.C.R.E.LF 13.45 10.60 7.42
International Portfolio (3.94) NA NA
M.S.C.1.-E.A.FE. 1.78 6.27 11.39
Short-Term Portfolio 5.65 5.86 5.00

5.33 3.55 4.80

90 Day Treasury Bill

* This benchmark is calculated using asset allocation turgets defined in the Investment Policy (28% Domestic Equity. 5% Interna-
tiomal Equity, 0% Real Estate, 51% Fixed Income. 6% Short-term) and the respective benchmarks that were adopted in July 1995
and update in July 1996. Prior to July 1995, the assets were not managed on a relative return basis.

LIST OF LARGEST ASSETS HELD

LARGEST STOCK HOLDINGS (BY FAIR VALUE)
December 31, 1997

Shares Stock Fair Value
1) 4.167.300 General Electric Co. $305.796,474
2) 8.348.300 Worldcom. Inc. 252,536,075
3) 3336500  AT&T Corp. 204,560,815
4) 1,910,600  Merck & Co. 202.523,600
31 1.545.700 Microsoft Corp. 199,781,725
6) 2.986.700 Coca-Cola Co., 199,183,023
7) 2.808.700  Exxon Corp. 171.864,353
8) 2.284.900 Cardinal Health [nc. 170,695,360
9) 2.143.200 Intel Corp. 150,559,800
10) 1.835.800  Procter & Gamble 146,515,198
LARGEST BOND HOLDINGS (BY FAIR VALUE)
December 31, 1997
Par Bonds Fair Value
1} 51.500.000.000 U.S. Treasury Notes  3.625% due 7-31-2002  Rating AAA $1.492,950,000
1) 1.117.920.000 U.S. Treasury Bonds  5.875% due 10-31-1998 Rating AAA 1,119.596,880
3)  1.087.000.000 U.S. Treasury Bonds  5.875% due 1-31-1999  Rating AAA 1.089,282,700
+4) 948.922.000 U.S. Treasury Bonds  5.875% due 2-28-1999  Rating AAA 951,294,305
3) 877,980.000 U.S. Treasury Bonds  5.625% due 11-30-1998 Rating AAA 877,980,000
6) 1.337.454.000 U.S. Treasury Strips ~ .000% due [1-15-2014 Rating AAA 660.301,040
7) 673.023.000 U.S. Treasury Strips ~ .000% due 8-15-2001  Rating AAA 548,513,745
8) 501,400.000 U.S. Treasury Notes  3.375% due 1-15-2007  Rating AAA 488,363,600
9) 473.762.000 U.S. Treasury Bonds 6.375% due 4-30-1999  Rating AAA 478.025,858
10) 227,000,000 U.S. Treasury Bonds  7.250% due 5-15-2016  Rating AAA 258,416,800
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DETAILED LISTING OF
INVESTMENT PORTFOLIO

As of December 31, 1997

U.S. GOVERNMENT & AGENCIES BONDS

Name Coupon Maturity Par Value Book Value Fair Value
Aid - [srael Class 3-C 6.600% 02/15/2008 S 50.000,000 S  48.951.938 S 51.671.873
Aul - Israel Class A T.125% 08/15/1999 90.000,000 89.859.821 91.828.125
Government Trust Certificates 9.250% [1/15/2001 123,613,116 134,192,360 132,034,260
Government Trust Certificates 9.400% 03/15/2002 28516423 31.005,122 30.463.562
Refeo Strips .000% 07/1512021 13.082,000 2.431.657 3.074,270
LS. Treasury Notes [nflation Index 1375% 01/15/2007 501.400.000 499,189.069 488.363.600
LS. Treasury Notes Inflation Index 3.625% 07/15/2002 1,500.000.000 1.505.H8.409 1,492,950.000
L.S. Treasury Receipts .000% 08/15/2015 700.000.000 181.454.668 245,000,000
U.S. Treasury Receipts .000%% 05/15/2017 451.315,000 111.028.035 141,035,938
L.S. Treasury Receipts .000% 08/15/2017 600.000.000 121.037.656 184.500.000
L.S. Treasury Receipts 000% 05/15/2018 472.800.000 88.769.117 138.861.360
L.S. Treasury Strips 000% 11/15/2001 198.000.000 156.917.268 159,132.600
LS. Treasury Strips 000% 05/15/2007 81.000.000 43.037.341 46,87-.700
L.S. Treasury Strips 000% (17152014 [.337.454.000 591.888.990 660.301.040
L.S. Treasury Strips 000 08/15/2001 673.023.000 534354434 548,513,745
United States Treasury Bonds 9.1235% 05/15/2018 161.300.000 217.990.601 219,706,730
United States Treasury Bonds 9.000% 1171572018 83.040.000 [11.912.173 112,228,560
United States Treasury Notes 5.875% 01/31/1999 1,087.000,000 1,083,487.624 1.089,282,700
United States Treasury Notes 3 875% 02/28/1999 918 922 000 946322 692 951,294 303
L'nited States Treasury Notes 6.250%% 03/31/1999 108.000.000 107,818,962 108.766.800
United States Treasury Notes 6.375% 04/30/1999 473.762.000 474.671.5387 478,025,858
United States Treasury Notes 6.000%% 06/30/1999 154,150,000 154,359,864 154.920,750
United States Treasury Notes S.875% 0773111999 172.600,000 172.599.520 173,083,280
United States Treasury Notes 6.000% 08/15/2000 51.425.000 51.352.049 51,790,118
United States Treasury Notes 5.625% 0272872001 69,700.000 69.364.498 69.567.570
United States Treasury Notes 6.250% 0272812002 11,844,000 11.772.780 11,772,780
United States Treasury Notes 5.875% 11/1372005 27.910.000 27.165.259 28.057.923
United States Treasury 3.873% 1073171998 1,117.920,000 1.116.627.633 1.119.596.880
United States Treasury 5.500% 11/15/1998 92,275,000 92.236.884 92,127,360
United States Treasury 5.625% 11/30/1998 877,980,000 874.464.866 §77.980,000
United States Treasury 6.250% 08/31/2000 8.590.,000 8.619.427 8,702,529
United States Treasury 6.250% 04/30/2001 103.690.000 104.038.391 105.307.564
United States Treasury 6.250% 10/31/2001 21,550,000 21.888.865 21,927,125
United States Treasury 7.250% 0571512004 49,125,000 51.758.387 53,020.613
United States Treasury 7.250% 08/15/2004 93.030,000 96.490.814 100.556.127
United States Treasury 10.375% 11/15/2012 233.111.000 296.141.240 309.874.452
United States Treasury 9.875% [1/15/2015 1.110.000 1.504.411 1,578,531
United States Treasury 7.250% 053/15/2016 227.000,000 220,122:935 258.416,800
United States Treasury 8.875% 02/15/2019 155.095.000 205.638.730 207,532,620

TOTAL $13,150,332,541 $10,660,336,077 $11,019,723,048

Noter Doller amounts are rounded to the nearest whole dollar - Columns will not add,
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MORTGAGE AND MORTGAGE-BACKED BONDS

——

Name Coupon  Maturity Par Value Book Value Fairm
Chase Commercial Mrg. Securities Corp. 1997-2 C  6.600 % 12/19/2007 19.000.000 S 18.705.185 S 13.7?()—5-_—@5
Commerical Mtg. Accept. 1997MI1 A3 6.570%  12/01/2022  25.000.000 25071856 25,171 85¢
Conti Home Equity Loan 1997-4 A 6.300%  07/15/2012 63.650.000 63.618.439 63.618,175
Federal Home Loun Mortgage Corp. 71.500%  05/01/2017 3415 3.060 3,489
Federal Home Loan Mongage Corp. 5.500%  05/15/2018 20.000.000 19.467.049 19,772,000
Federal Home Loan Mortgage Corp. 6.500%  08/15/2023 15.000.000 14.538.871 15,126,000
Federal National Mortgage Association 8.900 % 06/12/2000 69.335.000 73.277.034 74,098,315
Federal National Mortgage Association 8.250% 12/18/2000 93.360.000 96.156.436 99,307,032
Federal National Mortgage Association 5.750 % 10/25/2006 30,075,884 29.342.957 29.841,203
Federal National Mortgage Association 6.300% 05/25/2022 14,025,000 13,726,983 14.116,163
Federal National Mortgage Association 6.250% 03/25/2023 37.000.000 35.127.166 36,718,800
FHLNMC Gold Pool EO0475 7.500%  02/01/2012 5.532.644 5.635.834 5.682,025
FHLMC Gold Pool EOQ481 7.500%  04/01/2012 6.587.614 6.710.517 6,764,162
FHLMC Gold Pool E00-187 7.500%  05/01/2012 5,538,183 5.648.734 5.686,606
FHLMC Gold Pool E00492 7.500%  06/01/2012 89.820.870 91.369.707 91,228,069
FHLAMC Gold Pool EOO-494 7.500%  07/01/2012 68,834,963 70131479 70:679,740
FHLMC Gold Pool E00300 7.500%  08/01/2012 37.090.572 37.795.454 38.084,599
FHLMC Gold Pool E67-485 1.500% 08/01/2012 5,085,763 5.180.702 5,222,062
FHLMC Gold Pool E67486 7.500 % 08/01/2012 6.340.906 6,439,275 6.510,842
FHLMC Gold Pool G10581 7.500 % 10/01/2011 21.628.680 22,059.970 21.212,654
EHEME-Gold Poot-GtO719 1300 0870172072 6UA9IT70 61.62T 411 62.113.361
FHLMC Gold Pool G10730 7.500% 09/01/2012 AT T3 123 242,008.030 243,576,797
FHLMC Gold Pool G10735 1.300%  09/01/2012 237.256.393 242,115,629 243,614,865
FHLMC Gold Pool G10747 7.500% 10/01/2012 [45.635.465 149,252,783 149,567,623
ENMA Coffee Arms Pool 238375 6.199%  03/01/2033 202.640.506 201,342,018 202,356,810
FNMA Coffee Arms Pool 313371 6.217% 08/01/2029 379.770.624 377.261.615 379,238,945
FNMA Pool 050437 8.000%  06/01/2006 2,889,755 2.885.719 2,950,318
FNMA Pool 070798 8.000 % 06/01/2006 6,149,112 6.140.524 6,363,101
ENMA Pool 070951 8.000 % 09/01/2006 4,139,329 4.133.270 4283378
FNMA Pool 070993 8.000 % 12/01/2006 13,786,378 13.767.008 14,266,144
ENMA Pool 124264 1.500% 03/01/1999 15.286.470 15.434.508 15.445,449
ENMA Pool 124643 1.500 % 01/01/2000 14,560,245 14,733,673 14.711,671
FNMA Pool 124727 8.000 % 03/01/2008 3.511.024 3.507.527 3.633,207
FNMA Pool 124747 8.000 % 01/01/2008 13.600.291 13.580.971 14,073,581
FNMA Pool 125104 8.000 % 05/01/2007 5,556,053 5,557,621 5,749,404
FNMA Pool 125136 8.000 % 07/01/2007 3.166.080 3,162,947 3.276.259
FNMA Pool 125322 8.000¢% 10/01/2009 14,127,197 14.131.265 14,624,474
ENMA Pool 125327 8.000 % 10/01/2009 5,668,544 5.662.830 5.868,077
FNMA Pool 125328 8.000% 10/01/2009 1,549,690 1,548.128 1.60+4,239
ENMA Pool 1253357 8.000 % 10/01/2009 1.896,688 1.894.776 1.963,451
FNMA Pool 190529 8.000%  09/01/2008 2,027,432 2,025.404 2,097,987
FNMA Pool 190735 8.000%  09/01/2008 12,757,589 12,750,298 13.201.553

Nowe. Dollar amounts are rounded to the nearest whole dollar, Colurmns will not add,
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Name Coupon Maturity Par Value Book Value  Fair Value
ENMA Pool 190767 8.000% 11/01/2007 S16.248.690 516.239.471 S16.814. 144
FNMA Pool 190917 3.000% 07/01/2009 9.070.786 9.061.658 9.350.078
FNMA Pool 190993 $.000%% 09/01/2009 +48.666.955 48.617.924 50,380.031
FNMA Pool 221762 3.000% 12/01/2006 188.014 187.750 192.376
FNMA Pool 2350100 8.000%% 07/01/2009 6.518.541 6.514.792 6.747.993
FNMA Pool 250104 8.000¢%% 08/01/2009 15.359.851 15.361.193 15,900.518
FNMA Pool 230118 3.000% 09/01/2009 14,683,972 14.685.306 15202918
FNMA Pool 250123 $.000% 06/01/2009 4.658.539 +4,655.882 +4.822,541
FNMA Pool 230148 8.000% 10/01/2009 34.925.398 34.927.096 36,154,772
FNMA Pool 230637 7.500% 08/01/2003 2,285,633 2.319.872 2.330.660
FNMA Pool 250828 7.300% 01/01/2004 2.820.962 2,863,649 2.876.535
FNMA Pool 285563 7.500% 09/01/2001 750,176 760.629 762,254
FNMA Pool 296476 8.000F 10/01/2009 6.865.167 6.867. 144 7.106.820
FNMA Pool 297336 $.0007% 10/01/2009 7417242 7.406.561 7.675.362
FNMA Pool 303041 3.0007% 10/01/2009 57.328.387 57.295.363 39.369.277
FNMA Pool 303042 8.0007% 10/01/2009 58.900.343 58.866.416 60.973.635
FNMA Pool 303048 $.000%% 10/01/2009 57.269.570 57.187.100 59,308.367
FNMA Pool 303049 S.0004% 10/01/2009 22,989,869 22.936.763 23,808,308
FNMA Pool 303032 8.000%% 10/01/2009 74.794.862 74.719.467 77.397.723
FNMA Pool 303053 8.0007% 10/01/2009 69,605.6735 69.333.511 72.055.795
FNMA Pool 303034 5.000% 10/0172009 §3.932.454 33.933.773 86,886,876
ENMA Pool 303063 80007 10/01/2009 15,953,105 15.937,024 16,514,654
FNNA Poul 3030380 S.A00 10/01/2009 [4.795.8-H4 [4.730.929 15,322,576
FNMA Pool 303093 80007 10/01/2009 13.802.382 13.782.506 14,293,747
FNMA Pool 303103 $.0007 10/01/2009 13.323.086 13.309.656 [3.786.729
FNMA Pool 313671 6.000% 07/01/2004 97444637 Y5.675.159 96,304,535
ENMA Pool 313636 6 0007 04/01/2004 47.967.198 47.063.657 47.497.119
FNMA Pool 313719 6.0007F 09/01/2004 48.834.420 47,907,574 48.263.057
FNMA Pool 347773 7300 06/01/2003 703,930 716458 719.837
FNMA Pool 366076 7.500%% 01/01/2004 1,849,403 1.877.389 1.885.837
FNMA Pool 368204 7.500%% 12/01/2003 792,796 804,769 308,414
FNMA Pool 368974 7.500% 01/01/2004 629,459 638,985 642,112
GNMA - Empire Funding Pool 203016 8.000% 05/15/2017 39.033 35,745 41,118
GNMA - Gershman [nvestment Pool 326436 7.500% 05/15/2023 16,495,393 16.567.305 16.953.965
GNMA - Principal Residential Pool 327008 7.0007% 06/15/2023 14,794,160 14,589,528 14,956,895
GNMA - Fleet Montgage Corp. Pool 328193 7500% 08/15/2022 2,878,199 2.890.732 2,959.940
GNMA - Bane Boston Mortgage  Pool 330911 7.500% 1271572022 5.619.067 3.651.146 5.778.649
GNMA - Nationsbane Mongage Pool 331310 7.300% 01/15/2023 6.793.872 6,832,663 6.982.742
GNMA - Chase Home Mortgage  Pool 336475 7.5007% 06/15/2023 3.050.092 3.067.518 3.134.8384
GNMA - American Home Funding Pool 338007 7.5007% 06/15/2023 22437486 22,565,675 23.061.248
GNMA - Fleet Real Estate Pool 338366 7.000% 12/15/2022 17.880.632 17.633.628 18.088.047
GNMA - Fleet Morntgage Corp. Pool 340731 7.500% 05/15/2023 4.540.951 4.560.748 +4.667.190
GNMA - Norwest Mortgage Inc.  Pool 342477 7.000% 12/15/2022 [7.355.419 17.115.540 17,556,741
GNMA - Norwest Mortgage Inc.  Pool 342480 7.500% 12/15/2022 4.876.822 4.904.663 5.015,324

Note: Dollar amounts ure rounded to the nearest whole dollur, Columns wiil nat add.
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Coupon Maturity Par Value Book Value  Fair Value
;‘ff;‘; —Jorwest Mongage Inc. Pool 342352 7.500%  03/15/2023  $23.794.782 $23.930.655 52445656
GNAMA - Chase Home Mortgage  Pool 343(63 1.300%  02/15/2023 12,366.427 12420319 12,710.214
GNMA - Chemical Morigage Co.  Pool 314204 7.500%  01/15/2023 9.621.816 9.663.742 9.889.303
GNMA - Source One Mortgage Pool 344929 7.500% 07/15/2023 10.351.119 10.410.265 10.638.881
GXNMA - Source One Mortgage Pool 344947 1.500%  06/15/2023 14,999,439 15.064,838 15416424
GNMA - Source One Mortgage Pool 344969 1.500%  06/15/2023 9.559.534 9.601.215 9.825.290
GNMA - Source One Morgage Pool 344980 7.500%  08/15/2023 3.381.767 5.412,522 5.531.380
GNMA - Source One Mortgage Pool 3-H991 1.500%  07/15/2023 9.283.326 323,807 9,541,402
GNMA - Source One Mortgage Pool 345028 7.000%  09/15/2023 19.330.766 18.912.100 19,543,405
GNMA - Source One Mortgage Pool 343029 7.000%  10/15/2023 19.878,422 19.447,843 20,097.085
GNMA - Source One Mortgage Pool 343030 7.000%  10/15/2023 19.777.606 19,349,210 19,995,159
GNMA - Source One Mortgage Pool 343039 7.000%  10/15/2023 14.826.709 14,505,533 14,989,802
GNMA - Source One Mortgage Pool 345060 7.000% 10/15/2023 18.701.816 18,513,335 18,907.536
GNMA - Source One Mortgage Pool 34506 | 7.000% [1/15/2023 18.028.586 17.846.868 18.226.900
GNMA - Source One Mongage Pool 343140 7.000¢% 12/15/2023 18,844,975 18.436.683 19,052,269
GNMA - Source One Mortgage Pool 345160 7.000¢% 01/15/2024 15.748.505 15.530,487 15,913,865
GNMA - Govt National Morgage  Pool 343589 7.500° 03/15/2024 7.229.771 7.268,944 7422083
GNMA - Source One Mortgage Pool 343608 7.000¢¢ 03/15/2024 15,660,901 , 13,502,974 15.825.341
GNMA - Source One Morntgage Pool 345762 8.000% 0771512026 18.953,976 " 19.343.880 19.662.855
GNMA - Bane Boston Mortgage  Pool 343833 1.500¢ 08/15/2023 6.034.936 6.067.609 6.202,708
GNMA - Mountain States Mig. Pool 346137 1.500% 07/15/2023 12,912,793 12,969,101 13,271,769
GNMA - Fleet Real Estate Pool 346336 7.500% 06/15/2023 24263388 24.369.178 24,937,910
GNMA - Floer Real Extare Pool-336672 TSR U07/7T572023 20.244.961 20.333.242 20.807.771
GNMA - Directors Mortgage Loan  Pool 347867 7.500°% 01/15/2023 9.704.342 9,746,627 9.974,123
GNMA - Chemyeal Mortgage Co.  Pool 348637 7.500% 05/15/2023 8.028.535 8.063,536 8.251.729
GNMA - Chemical Mortgage Co. Pool 348671 7.500¢%  03/15/2023 3.780.992 3.802.591 3,886,103
GNMA - Fleet Montgage Comp. Pool 348816 7.000% 06/15/2023 13,949,005 15,728,399 16,124,444
GNMA - Prudential Home Mug. Pool 349306 S.000%  02/15/2023 1.426.911 1,474,943 1,486.356
GNMA - Chemical Morgage Co. Pool 351110 7.500%  06/15/2023 28.476.257 28.600.415 29,267.897
GNMA - GE Cupital Mortgage Pool 351417 7.0007 01/15/2024 15,366,323 15,153,598 15,527,671
GNMA - GE Caputal Morngage Pool 351423 1.000%  02/15/2024 77464032 76.391,512 78,277 404
GNMA - Norwest Mortgage Inc.  Pool 352025 7.500% 11/15/2023 4.437.355 4,490,883 4.581.270
GNMA - Norwest Mortgage Inc.  Pool 352078 7.000% 09/15/2023 18.459.806 18.20-4,376 18.662,864
GNMA - Norwest Mortgage Inc.  Pool 352081 7.000%  09/15/2023 13.833.478 13,694,077 13.985.646
GNMA - Norwest Mortgage Inc.  Pool 352082 1.500% 09/15/2023 9.047.606 9.087.069 9.299.129
GNMA - Norwest Morgage Inc.  Pool 352085 7.500%  09/15/2023 29.036.674 29,222,743 29,864,449
GNMA - Norwest Mongage Inc. Pool 352096 1.500%  07/15/2023 17.138.335 17,236,261 17,614,780
GNMA - Norwest Mortgage Inc.  Pool 352165 7.500% 06/15/2023 4.271,749 4,290,374 4,390,503
GNMA - Norwest Mortgage Inc.  Pool 352167 1.5007%  06/15/2023 3.032,921 3.046,145 3,117,236
GNMA - Norwest Mortgage Inc.  Pool 352191 1.000%  03/15/2023 17.767.295 17,588,342 17,962,735
GNMA - Norwest Montgage Inc.  Pool 352192 7.500%  05/15/2023 4.213.802 4.237,873 4,330,946
GNMA - Norwest Mortgage Inc.  Pool 352217 7.500%  (04/15/2023 13,908,776 13,988,220 14,295,440
GNMA - Prudential Home Mg Pool 354610 1.500%  07/15/2023 6.297.338 6,324,799 6,472,404
GNMA - Prudential Home Mte.  Pool 354654 7.000%  09/15/2023 18.024,2.44 17,842,614 18,222,511

Note: Dollar amounts are rounded 1o the acarest whole doller C

dumng swill nent addd,
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Name Coupon Maturity Par Value Book Value Fair Value

GNMA - Prudential Home Mig.  Pool 354784 7.000%  03/15/2024 S564.798.651 363.852.624 $63.479.037

GNMA - Govi National Mortgage  Pool 354785 7.500%  03/15/2024 70.177.330 70.557.778 72,044,253

GNMA - Govt National Mortgage Pool 354791 7.500% 04/15/2024 76,707,000 77.145.769 78.747.406

GNMA - Prudentiul Home Mig. Pool 354792 7.000¢% 04/15/2024 80,573.299 79.396.831 81.419.319

GNMA - Inland Mortgage Pool 356703 7.000%  09/15/2023 15.363.147 15.152.538 15.534.163

GNMA - Inland Mortgage Pool 356738 7.000% 09/15/2023 15.565.167 15.349,790 15,736,384

GNMA - Inland Mortgage Pool 356746 7.000%  09/15/2023 15,500.608 15.286,123 15.671.115

GNMA - Principal Residential Pool 357287 7.000%  07/15/2023 18,007.044 17,617,144 18,205,122

GNMA - James B, Nutter & Co.  Pool 359481 7.500%  03/15/2024 28,216,269 28,377.649 28.966.822

GNMA - Directors vlortgage Loan Pool 359612 7.500%  07/15/2023 14,138,128 14.219.866 14.551,724

GNMA - ICM Morgage Corp. Pool 360460 7.500%  12/15/2023 2,563.029 2,574,212 2,634,282

GNMA - Lomas Mg, USA, Inc,  Pool 362164 75009  12/15/2023 12,773,899 12,829,635 13,129,013

GNMA - Chemical Mortgage Co.  Pool 366721 7.000%  02/15/2024 34143545 33,645,122 34,502,052

GNMA - Chemical Mongage Co.  Pool 366729 7.000%  02/15/2024 14.072,798 13.767.826 14,220,563

GNMA - Govt National Mortgage  Pool 366733 7.000% 03/15/2024 14.368.059 14,169,105 14,518,923

GNMA - Govt National Mortgage  Pool 366735 7.000%  03/15/2024 9,890.876 9,753,917 9.994,730

GNMA - Govt National Mortgage  Pool 366738 7.000% 03/15/2024 31.486.925 30.837.668 31,817,538

GNMA - Chemical Mortgage Co.  Pool 366741 7.500%  03/15/2024 3.198.184 33221351 3.283,256

GNMA - Govt Nutional Mortgage  Pool 366733 7.000% 03/15/2024 15.935.860 15.775.160 16,103,187

GNMA - Chemical Mongage Co.  Pool 366754 7.500%  03/15/2024 15.276.073 15,391,033 15682416

GNMA - Chemical Mortgage Co. Pool 366755 7.000%  04/15/2024 16,228,920 15.894.242 16,399,323

GNMA - Govt National Mortgage  Pool 366757 7.500%  04/15/2024 3.561.229 3,588,032 3,655,957

G MA—ChemicabMortgage Co—Poot 366761 FO6805E 4572034 H6.089:959 H 5846 H6:258:563

GNMA - Govt National Mortgage  Pool 366763 7.000%  04/15/2024 15.645.214 15,322,573 15.809.488

GNMA - Countrywide Funding Pool 363140 7.300% 12/15/2023 3.-127.728 3,442,684 3.523.019

GNMA - Countrywide Funding Pool 368179 1.500¢% 12/15/2023 3.433.687 3.448.669 3,529,143

GNMA - Countrywide Funding Pool 368564 1.500% 03/15/2024 5.158.569 5.197.390 5.295,787

GNMA - Countrywide Funding Pool 368577 T500%  03/15/2024 2,898,106 2919916 2,975,196

GNMA - Countrywide Funding Pool 368353 1.500%  03/15/2024 6.510.348 6.539.342 6,683,524

GNMA - Countrywide Funding Pool 368394 1.500%  03/15/2024 +4.963.645 5.003.014 5.097.731

% GNMA - Countrywide Funding Pool 368603 7.500%  03/15/2024 3.894.774 3.924.084 3.998.375
i GNMA - Chemical Residential Pool 368850 3.000%  01/15/2026 3.735.660 3.861.909 3.8753M4
:. : GNMA - Banc Boston Mongage  Pool 369459 8.000%  10/15/2024 6,130,986 6.337.854 6.363.351
E;E GNMA - Resource Baneshares Mtg, Pool 370031 1.500%  10/15/2023 3.263.241 3,281,893 3.353.959
% GNMA - Norwest Mongage Inc. Pool 376434 1.000% 03/15/2024 79,504,092 78.343.374 80,338,885
E’ GNMA - Govt National Morigage  Pool 376438 7.500%  03/15/2024 42,123,742 42,351,983 43,244,233
%‘“ GNMA - Norwest Morngage Inc.  Pool 376467 7.000% 04/15/2024 51.775.734 51.019,745 52,319,379
::' GNMA - Govt National Mortgage  Pool 376468 7.000% 04152024 12.009.470 11,888,350 12,135,570
f GNMA - Govt National Mortgage  Pool 376469 1.000% 04/15/2024 12.090.742 11,968,802 12.217.695
: GNMA - Source One Mongage Pool 377-H9 8.000% 01/15/2027 4.515.209 -+.608.,143 +4.684.077
%5) GNMA - Govt National Mortgage  Pool 377636 8.000%  01/15/2026 26.062.063 26.942.846 27.036.784
E-4 GNMA - Govt National Morngage  Pool 383689 1.000%  03/15/2024 8410316 8.293.859 §.498.625
% GNMA - Govt National Mortgage  Pool 384076 7.500%  04/15/2024 42,876,239 43,198,942 44,016,747
i GNMA - Govt National Mortgage  Pool 385241 1.000% 04/15/2024 15,371,946 13.038,7H 15.533.352

SRS RE s
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Name Coupon Maturity Par Value Book Value Fair Value
GNMA - Govt National Mortgage  Pool 385602 7.000¢%  03/15/2024 S 8.082.672 S 7.970.752 S 8.167—,5?;6
GNMA - GE Capital Mongage Pool 383613 7.500%  04/15/2024 42.364.567 42683419 43,491,464
GNMA - Govt National Morgage  Pool 385620 7.000%  04/15/2024 12,132,783 12.010.420 12,260,178
GNMA - GE Capital Mortgage Pool 383330 S.000¢% 08/15/2024 4,244,045 4.390.-409 4,404,895
GNMA - Bane Boston Mortgage Pool 387162 S.000% 10/15/2025 4.261.541 4,420,301 4,422,628
GNMA - Govt National Morgage  Pool 387202 7.000%  03/15/2024 10.109.213 9.969.231 10,215,359
GNMA - Govt National Mortgage  Pool 387216 7.000% 04/15/2024 12,843,117 12,564,729 12.977,970
GNMA - Govt National Morngage  Pool 388250 7.5300%  02/15/2024 8.866.358 8.914,354 9,102,203
GNMA - Govt National Mortgage  Pool 388254 7.000%  03/15/2024 9.039.379 8.914.211 9.134,292
GNMA - Govt National Mortgage  Pool 388999 7.300%¢ 08/15/2022 4.250.233 4,274,485 4,370,940
GNMA - Govt National Mortgage  Pool 389463 7.000%  03/15/2024 9.773,955 9.633.615 9,876,581
GNMA - Govt National Mortgage  Pool 389483 7.500¢% 0471572024 4.997.736 5.026,323 5.130,676
GNMA - Mountain States Mig. Pool 390719 8.000¢%  03/15/2024 2.582.219 2671219 2,680,085
GNMA - Govt National Mortgage  Pool 390723 7.500% 03/15/2024 21,993,415 22,112,584 22.578.440
GNMA - Govt National Mortgage  Pool 390727 7.500¢% 03/15/2024 21.651.910 21,769,228 32,227,851
GNMA - Mountuin States Mig. Pool 390728 7.500% 03/15/2024 16.693.351 16,788.827 17,137,394
GNMA - Mountin Suites Mg, Pool 390871 1.500%  04/15/2024 6.262.672 6.290.010 6.429,259
GNMA - Govt Nutional Mortgage  Pool 392494 8.000%  08/15/2024 3.001.991 3.103.520 3,115,767
GNMA - Countrywide Funding Pool 392517 §.000%  08/15/2024 3.490.844 3.611.231 3,623,147
GNMA - Fleet Mortgage Corp. Pool 398936 S.000%% 1171572026 [2.538.989 12,817,437 13.028.695
GNMA - Corinthian Mortgage Pool 399749 s.000% 071512025 735988 761,400 763,808
GNMA - Govt National Mortgage  Pool 402661 S000%  01/15/2026 RIVEY RS 2823754 2.833.600
GNNA-PHH NMig. Services Corp. Paol J0287S N0o0w 1071572024 4.385.269 4533234 4.551.470
GNMA - Prudential Home M. Poul 403993 8.000% 1171572024 3633033 3.788.963 3,791,483
GNMA - J [ Kinlak Mg, Corp. Pool 405154 8.000 % 10/15/2025 312.664 §40.120 843,383
GNMA - Prudential Home Mig. Pool 403490 S.000%  09/15/2025 62,929,956 65,103,282 65.308,708
GNMA - Prudenual Home Mg, Poal 403328 8.000 % 117152025 537.514.690 59501412 59.688.746
GNMA - Prudential Home Mg, Pool 403538 S.000% 12/15/2025 67.934.233 70.423.5335 70,502,147
GNMA - Govt National Mortgage  Pool 403339 5.000%  01/15/2026 77.928.886 80.679.494 80.843.426
GNMA - Commercial Federal Mg Pool 406290 N 000%  06/15/2023 1.029.861 1.064.640 1,068.790
GNMA - Commercial Federal Mg Pool 406292 S 000%  07/15/2025 648.227 670,120 672,730
GNMA - Inlund Morngage Pool 408120 ¥ 000% 10/15/2025 1.594.279 1.648.142 1,654,543
GNMA - Islund Mortgage Corp. Pool 408132 5.000% 11/15/2025 1,159,957 1.200.025 1.203,803
GNMA - Chenucal Residential Pool 408803 8.000 % 10/15/2025 4,432,245 4,604,461 4,620,540
GNMA - Chemical Residential Pool 408809 8.000°¢% 10/15/2025 3.623.460 3.758.448 3.760.426
GNMA - Chemical Residential Pool 408834 8000 [1/15/2025 6.631.302 6.8370.115 6.881.965
GNMA - Chenucal Residential Pool 408867 8.000°¢% 12/15/2025 9.146.539 9455619 9,492,278
GNMA - Nonwest Mortgage [ne. Pool 410049 8.000%  07/15/2025 28,151,754 29.118.680 29,215.890
GNMA - Norwest Montgage Ine. Pool 410064 S.0060) % 07/15/2025 3515927 3.646,868 3,648,829
GNMA - Norwest Mortgage Ine. Pool 410167 8.000% 10/15/2025 42,119,790 43,574,574 43,711,918
GNMA - Norwest Mortgage Inc.  Pool 410204 8.000 %% 1171572025 39,724,588 41,066,827 41,226,177
GNMA - Norwest Mortgage Inc.  Pool 410203 S.000% 11/15/2025 19.072.105 19,730,910 19.793.031
GNMA - Norwest Mortgage Inc.  Pool 410214 3.000%  12/15/2025 8.018.120 8.289.069 8,321,205
GNMA - Norwest Mortgage Inc. Pool 410218 8.000% 11/15/2023 8.471.686 8.764.322 8,791,916

Newe: Dedlar amounis are rounded 1o the nearest whole dolive Columas wiil not add,
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GNMA - Norwest Morgage Inc. Pool 410247 8.000 % 12/15/2025 S13.410.146 S13.909.832 $13.917.049
GNMA - Jumes B, Nuuer & Co. Pool 410284 38.000 % 09/15/2025 6.309.125 6.522.257 6.547.610
GNMA - Jumes B, Nuter & Co. Pool 410296 3.000 % 11/15/2025 20.219.208 20.902.387 20.983.494
GNMA - Bane Boston Mortgage  Pool 410834 8.000 % 12/15/2025 24.518.490 25.347.020 25,445,289
GNMA - Bane Boston Morngage  Pool 4108358 8.000%  12/15/2025 4.065.436 4,202.816 +4.219,110
GNMA - Govt National Mortgage  Pool 410900 3.000%  01/15/2026 8,084,375 8.363.690 8.386.730
GNMA - North American Mortgage Pool 411543 3.000 % 12/15/2025 12,734,599 13,209,113 13.215.967

A GNMA - Principal Residential Pool 412506 3.000% 10/15/2025 3.34.351 3,468,942 3,470,768
’ GNMA - Govt Nwtional Mortgage  Pool 412315 8.000 % 1171572025 4,026,412 +.176.428 +.178.610
3 GNMA - Fleet Real Estate Pool 413127 8.000 % 09/15/2025 3,400.280 3.526.941 3.528.810
GNMA - Govt National Mortgage  Pool 413152 8.000 % 10/15/2025 8.066.880 8.345,504 8.371.809
GNMA - Govt National Mortgage  Pool 13564 8.000 % 11/15/2025 3.652.422 3,788,504 3,790,484
GNMA - Chase Manhattan Mtg.  Pool 413383 8.000 % 12/15/2025 8.347.170 8.635.534 8,662,693
GNMA - GMAC Mig. Corp. of PA Pool 113896 3.000 % 10/15/2025 788.690 815.336 818,503
GNMA - Countrywide Funding Pool 414339 8.000%  08/15/2025 3.704.655 3.842.640 3.844.691
GNMA - Countrywide Funding Pool 414645 8.000¢% 10/15/2025 19.845.539 20.530.988 20.595.700
GNMA - Countrywide Funding Pool 414723 8.000%  10/15/2023 6.498.555 6.723.010 6,744,201
GNMA - Countrywide Funding Pool 414809 3.0004% 12/15/2025 42,941,041 44,424,497 44,564,212
GNMA - Gove National Mortaage  Pool 415762 8.000 % 1171572025 15.360.692 15,891,294 15.941.326
GNMA - Fleet Mongage Corp. Pool 413819 8.000% 12/15/20235 3.314.084 3.426.074 3,439,357
GNMA - Dale Mg, Bankers Corp. Pool 416093 8.000% 07/15/2025 952,767 984.946 088.781
GNMA - Gove Nutional Mortgage  Pool 416239 1.000¢%  05/15/2026 14,246,379 14.215430 14,363,200

SN N WatersSortgaye-Corp—Poot=H6684——8titt T 372073 BRI T6oU.970 TH63405
GNMA - Norwest Mongage [ne, Pool 417190 8.000¢% 0171572026 15.958.830 16.507.197 16,555,690
GNMA - Gove National Morrgage  Pool 417220 8.000 % 01/15/2026 14.687.896 15.235.250 15,237,223
GNMA - Resource Baneshares Mig. Pool 419860 8.000%% 1171572025 319,143 3.2135.358 3.237.047
GNMA - HVD Mortpage Corp. Pool 420566 8.000 % 11/15/2025 3,844,285 3987515 3.989.598

' GNMA - Union Federal Savings Pool 4211-H S.000% 1271512025 1474531 1.524.359 1.530.269
GNMA - First Nationwide Mg, Pool 421422 8.000%  01/15/2026 +4.189.631 4.331.222 4,347,999
GNMA - Resource Bancshares Mg, Pool 423418 8.000¢ 12/15/2025 839.450 888,493 891,938
GNMA - GMAC Mug. Corp. of PA Pool 423747 8.000 % [1/15/2025 913.535 944,402 948.067
GNMA - Norwest Morgage Inc. Pool 423836 8.000%  08/15/2026 20.363.784 20,782.729 21,125,390

- GNMA - Countrywide Home Loans Pool 43164+ 8.000 % 11/15/2026 12,714,326 12,976,174 13.190.049
I GNMA - Countrywide Home Loans Pool 431637 5.000 % 11/15/2026 26.040.604 26.576.487 27,014,522
f GNMA - Chase Manhattan Mg, Pool 436565 8.000% 12/15/2026 1-4,521.722 14.820.587 15.064.834
GNMA - Countrywide Home Loans Pool -H0003 8.000%  01/15/2027 22271415 12.729.816 23,102,139
GNMA - Countrywide Home Loans Pool 440018 8.000%  01/15/2027 15.727.154 16.050.858 16.313.777
GNMA - North Amencan Mtg. Pool 441027 S.000% 12/15/2026 12,316,610 12,570,093 12,777,251
GNMA - Norwest Montgage Inc. Pool 42138 8.000 % 11/15/2026 23.579.831 24.065.074 24461.717
GNMA - Govt National Mongage Pool -1535319 7.000% 10/15/2027 14,738,131 14,726,060 14,877,672
GNMA - Govt National Mortgage  Pool 780193 8.000¢% 07/15/2025 30,623,991 31.658,297 31,781,578
GNMA - Govt National Morigage Pool 780249 3.000%  09/15/2025 970.920 1.003,719 1,007,621
GNMA - Govt National Mortgage Pool 780292 8.000% 12/15/2023 6.230.751 6,4-40.742 6.491,196
GNMA - Govt National Mortgage Pool 780499 7.000% 01/15/2027 10,645,188 10.622,059 10,731.414

Newer Dollar amounts are rounded (o the nearest whole dollar. Columns wiil not add.
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GNMA - Govt National Mongage  Pool 780579 7.000%  06/15/2027 S  47.882920 S 47.778.872 S 48.270,771
GNMA - Govt National Morgage  Pool 780638 7.000%  09/15/2027  147.769.011 [47.447.898 147,447,808
Green Tree Home Imprvmnt Loan Trust Series 1997D 6.390%  09/15/2028 60.000.000 59.990.497 60.210,000
Green Tree Home Imprvmnt Loan Trust Series 1997E 6.610%  02/15/2029 32,254,000 32.243.933 32,243,933
Merrill Lynch Series 97-C2 A2 6.540% 12/10/2022 25.000,000 25,183.433 25,183,433
Northeast Mortgage FHA Project  Pool 1983-1 8.545%  08/01/2016 23.263 18.815 23,265
Sears Mongage Securities Corp. Series 1983-A  [11.873%  04/25/2015 42.030 41,533 41,533
TOTAL $6,068,950,921 $6,104,452,364 $6,199,450,67¢6
CORPORATE
Name Coupon Maturity Par Value Book Value Fair Value
AMXCA [997-1A 6.400% 04/15/2005 S 40.000.000 5 40,329913 S 40,416,000
Associates Corporattion N.A. 6.450% 10/15/2001 92,900.000 L93.145.648 93,567,719
Associates Corpuration NLA. 6.750% 08/01/2001 63,200.000 | 62.640.778 64,236,875
Associates Corporation N.A, 6.500% 07/15/2002 $1.200,000 50,952.750 81,923,188
AVCO Financial Services Inc, 6.350% (09/15/2000 15.000.000 14,999.578 15,110,156
Bank One Credit Card 6.300% 10/15/2002 50.000.000 49,984,120 30.390,000
Boeing Co. 6.350% 06/15/2003 20,000.000 19,457,285 20.250.000
British Petroleum America 9.375% 11/01/2000 22,650,000 24,057,798 24.603.562
Burlington Nonthern Santa Fe Corp. 7.000% 12/15/2025 32.050.000 31185407 32,495,695
Cal. Infrastructure Sedes 1997-1 AS 6.280% 0972572005 17.000.000 16,996,212 16,996,212
Cal. Infrastructure Series 1997-1 A6 6.320% Q2572005 14.500.000 14,493,984 14,493,984
CE Electric Uk Funding 6.853% 1271512004 22.000.000 22,000.000 22,226,875
Chrysler Corp. 7.450% 02/01/2097 77.910.000 79.534.960 83.168,925
CIT Group Holdings 5.875¢% 12/15/1998 50,000,000 49.920.809 49,935,000
CIT Group Holdings 5.375% 0172571999 29.600.000 19.553.337 29,378,000
CIT Group Huoldings 6.250% 09730/1999 15.000.000 15.036.401 15,037,500
CIT Group Holdings 5.875% 12/09/1999 75.000.000 74,437,546 74,715,000
CIT Group Holdings 6.700% 06/02/2000 75,000.000 74.933.458 75,937,500
CIT Group Holdings 5.6253% 02/02/2001 52.500.000 52.520,262 51,712,500
Citibank Credit Card Master Trust 5.950¢% 09/07/2003 100.000.000 97.702.572 98,440,000
CPC International Inc. 6.130% 01/13/2006 40.000.000 39,907.650 39,762,500
CSX Corporation 1.050% 05/01/2002 75.000.000 74.957.648 76,722,656
CSX Corporation 1.250% (50172004 75.000.000 74.986,405 77.800,780
CSX Corporation 7.900 % 05/01/2017 109,660,000 111.532.383 122,802,065
CSX Corporation 7.950% 0510172027 24.500.000 24,845,011 27,577.813
Enron Corp. 6.500% 08/01/2002 67.500.000 67.447,579 67,933,515
Enron Corp. 6.450% 1 1/15/2001 40,000.000 40,000.000 40,118,750

Note: Dollur amounts are rounded 1o the nearest whole doliar. Columns widl not add.,
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Ftest Bank System 6.400% 02/15/2003 S 50.000.000 S 50.155.2138 S 50.405.000

First Plus Home Loan 97-2 Class A3 6.520% 0-410/2023 33.000.000 32,999,822 33,112.200

First Union Corp. 6.600% 06/13/2000 100,000.000 99.930.686 101.187.500

First Union Corp. 6.875% 09/15/2005 25.000.000 35.169.335 25.593.750

fist USA 97-6A 6.420¢% 03/17/2005 20.000.000 20,148,747 2(,228.000
Florida Power Corporation 6.690% 07/01/72004 30.000.000 30.100.254 30,100,254

Ford Credit Auto Loan 5.500% N2/15/2001 101.000.000 100.577.272 99,040.600

Ford Motor Credit Company 7.750% 10/01/1999 55.600.000 55.329.745 57,155.063

Ford Motor Credit Company 6.850% 08/15/2000 54.808.000 55.443.159 55,638.684

ford Motor Credit Company 6.500¢% 02/28/2002 125.000.000 124.912.396 125,898,438

' Frontier Corporation 7.250% 05/15/2004 45,000.000 +44.986.011 46,947,656
General Maotors Acceptance Corp. 6.750% 03715/2003 55.200,000 34.783.755 56,485,125
General Motors Acceptance Corp. 6.650% 03/24/2000 54.750.000 54,665,310 55.297.500
Generil Motors Corp. 7.700% (7152016 49.140.000 50,36-.882 54153816
General Motors Corp, 8.800% 030172021 64,055,000 74.712,32] 79,408,183
GMAC 6.750% 0213772002 60.000.000 39,488,653 59,488,653

GTE Corpuration 7.510% (4/01/2009 56.000.000 35.982,122 60,060.000

GTE North Incorporated 1.625% 03/15/2026 39.000.000 3$.5388.252 41,656,875
.echman Brothers Tnc. 6.500¢ 07/1872000 100.000.009 99.927.874 100,250,000
l.ehman Brothers Inc. 6.375¢% 1072372000 100.000.000 YY.961.651 99,961,651
Lehman Brothers Ine, 6.625% 1272712002 40.000.000 39.987.708 39,987,708
l.chman Brothers Holdings Inc. 8.500% 030172007 15.000,000 16412914 16,741,406
I_chman Brothers Holdings Inc. 7.200¢% NR715/2009 31.725.000 32 443,606 32,458,641

Litton Industries 1.750¢% 031572026 43,450.000 47.608.867 +48.837.445
Lockheed Martin Company 6.850% 0371572001 31,500,000 31,234,226 32,002,031

; Lockheed Marun Company 74306 06/15/2004 81.955.000 83,542,037 86,270,443

. Lockheed Martin Company 7.250%% 0571372006 64.865.000 64.813.850 68.017,034
“;' Lockheed Martin Company 7.875¢% 0371572023 35,000,000 35450456 37.253,125
N Lockheed Martin Corp. 7.750% 03:01/2026 10,000.000 10,743,421 11,012,500
,k‘ l Loral Corporation 8.3753¢% (6/13/2024 25.170.000 28,301,391 29,897,240
‘!‘; Martin Marietta Corp. 6.500¢% (/152003 44.000.000 43.291.570 44,453,750
i Mercantile Bancorporation Inc. 7.050% 0671572004 40,425,000 41.510.280 41,700,914
’ Mercantile Bancorporation Inc. 7.300% 06/15/2007 15.000.000 15.597.567 135,747,656
i National City Corporation 6.625% (03/01/2004 25.500.000 25,449,084 25.866.563
National City Corporation 7.200% 0571572005 30.000.000 30.961.467 31,485.938
Nationsbank Corporation 5.315% 0471572000 25,000.000 24411213 24.644.531
Nationsbank Corporation 7.000% 03/15/2003 70,000.000 69,784,588 72,220,313
Nationsbank Corporation 7.500% 09/15/2006 30.500.000 30.500.000 32,482,500
Nationsbank Corporation 7.800% N9/715/2016 70.000.000 72.085.575 77.306.250
Nationsbank Credit Card 6.000% 12/15/2003 48.200.000 46.853.906 47,698.720
Nationsbank Texas 6.350% 0371572001 20.500.000 20.493.940 20,627.100

New Jersey Econ. Dev. Authority .000% 027152015 50.000.000 14.053.794 16.200.000

New Jersey Econ. Dev. Authority .000% 02/15/2016 50,000,000 13.0015.330 15,115,000

New Jersey Econ. Dev. Authority .000% 02/15/2018 25,000.000 5.566.414 6.780.000

Note, Dollar umounts are munded 0 the nearest whole dollar Columas will aog add.
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New Jersey Econ. Dev. Authority .000% 0271512020 S 10.000.000 s 1.913.630 S 2.382,000 °
New Jersey Econ. Dev. Authority .000% 0271372022 20.000.000 3.188.398 4,174,000 3'.
New Jersey Econ. Dev, Authority .000% 02/15/2024 15.000.000 2.118.031 2,749,500 t
New Jersey Econ. Dev. Authority 7.425% 027152029 57.000.000 37.706.399 63.213,000 i
Norfolk Southern Corp. 6.700% 05/01/2000 50.000.000 49.949.813 50.562,500 3!
~orfolk Southern Corp. 6.950% 05/01/2002 41.000.000 40.926.497 42,012,187 -1
Norfolk Southern Corp. 1.700% 0371372017 43,550.000 45,833,332 48,959,133 ;
Sorfolk Southern Corp. 7.800% 0571572027 25.260,000 25.964.133 28,496,438
Norfolk Southern Corp. 71.050% 05/01/2037 40.000.000 39.955.106 42,393,750
Norwest Bank Corporation 6.750% 05/12/2000 30.000,000 29.960.700 30,411,000
Norwest Corporation 5.750% 02/01/2003 60.050.000 59.469.008 58.770,935
Norwest Financial Inc. 7.200% (/0172004 50.000.000 49.804.408 52,265,625
Pacific Bell 6.625% [O/15/2034 52.500.000 45,774,211 51.121,875 :
Pacitic Bell 1.375% 0771572043 20.000.000 19.367.511 21,156,250
Peaney. J.C. Inc. 7.250% (40112002 35.000.000 34,937.416 36.296.094 !
Penney. J.C. Inc. 7.950% 04/0172017 17.150.000 18.323.816 19.141,008 i
Penney. J.C. Ine, 7.625% 03012097 50.000.000 48.267.259 53.828.125 ,
Philip Morris, Inc. 9.000¢% (H/01/2001 15,000,000 |2.710.363 16,096,875
Philip Morris, Inc, 8.750% 06/01/2001 30.000,000 31452587 32,189,063
Phillips Petroleum 9.000% 06/t172001 27,300,000 29.791.372 29.949.219
Phillips Petroleum 9.375% 0271572011 40.000.000 46,334,443 50,287.500
Raytheon Corporution 6.300% 08/13/2000 65.000.000 64,938,240 63261063
Satomon Brothers 6.650% 0771372001 150.000.000 149,924,026 150,562,500 - |
Sears Roebuch Acceptance 6.950% 0371572002 45,000,000 44,924 441 46,167,187 . ;
Sonueo Products 6.750% 11/172010 35.000.000 34,936.395 36,110,156 7'
Southern National Corp. 7.050% 032372003 33.000.000 33.353.051 34,077,656 i
Southwestern Bell Telephone 6.250%% 1071572002 40,000.000 39.975,249 40,237,500 ‘t.
Southwestern Bell Telephone 7.000% 117152027 30.000.000 29,450,016 29.450,016 ’,-'*'
Sun Compuny 9.000% 11/0172024 28.200.000 33.739.233 34.699.219 ,
Sunirust Banks, Inc, 1375% 070172006 43,600,000 43,690,971 46345438
Tenneco [nc. New 1.625% 06/152017 15.000,000 15,457,170 16,125,000 i
Texuco Capital 8.250% 10/0172006 17.075.000 19,095,272 19.316,094
U.S. West Capital Funding Inc. 6.850% 0171572002 89.500.000 $9.076.113 90,982,344
U.S. West Capital Funding Inc. 7.300% 0141572007 105,000,000 10-4.856.370 108,904,687
U.S. West Communications 6.875% 09/15/2033 25,750,000 25,133,383 24,844,726
U.S. West Communications 1.250% 107132033 24,600,000 24,033,837 25,195,781
U.S. West Communications T.125% F1/1572043 29.000.000 28,930,147 29,104.219 '{,
Union Pacitic Corporation 6.700% 12/01/2006 29.240.000 29,124,002 29,381,631 }i
Union Pacitic Corporation 7.600% 05/01/2005 33.000.000 34.715.252 34,851,094 Ei'
Union Pacific Corporation 6.400% 02/01/2006 25,000,000 24,500,742 24574219 ¥
Union Pacific Corporation 7.000% 02/0172016 15,000,000 14.364.275 15,100,781 *%
Western Resources 6.875% 08/01/2004 49,000,000 48.950.493 49,842,187 i
Worthington Industries T.125% 05/152006 57,000.000 56.910.507 59,769,844 *
TOTAL $5,234,488,000  $5,137,080,731 $5,282,010,945 ;:%
Note  Dollar amounts are rounded to the nearest whole dollar Colurmmns w ol nent ade, g::
‘4
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CANADIAN

Name Coupon Maturity Par Value Book Value Fair Value
British Columbia 7.250 09/01/2036 S 28.000,000 S 29385442 S 30.883.125
Hydro Quebee 9.400 02/01/2021 80.035.000 95.018.768 95,018,767
Hydro Quebec 8.050 07/07/2024 50.000.000 51.176.360 51,176,360
Hydro Quebec 8.500 12/01/2029 36.550,000 39.288.580 43,979,930
Prosvince OF Alberta 9.250 04/01/2000 45,000,000 47.229.696 47,995,313
Province Ot Ontario 1.375 01/27/2003 40,000,000 41.028.294 41,943,750
Province Of Ontario 7.000 08/04/2003 32.000.000 31.991.251 33,635,000
Province Of Ontario 6.000 02/21/2006 96.000.000 95,606.040 95,160,000
province OF Quebec 6.500 01/17/2006 20,000,000 19.313.725 20,090,623
province OF Quebec 7.500 07/15/2023 49,400,000 47,452,648 47,452,648
Province OF Quebec 8.625 12/01/2026 25,000.000 26,942,359 30,378,906

$501,985,000 $524,433,165 $537,714,424

TOTAL

REAL ESTATE

Name Book Value Fair Value
AFL/CIO Housing Investment Trust S 74.170.672 74,170,672
Amresco 26412978 26,412,978
Bristol Group 255,538,512 255,538,512
. Clarco 3133.918.069 3155.918.069
£ Faison 99.057.584 99.057.584
%; Five Arrows 178.287.861 178.287.861
:‘,; Legg Mason Real Estate Services 2.044.879 2,044,879
%, Lowe Enterprises 437.176.312 437.176.312
i Rothschild Property Investors 5.841.030 5.841.030
£ Rothschild Realy 164.881.514 464.881.514
i TGM 407.003.528 407,003,528
2 TMMAC 676.130.872 676,130,872
* Trinet Trust 315.618.256 315,618,256
3 Trisis Trust 86.174.175 86,174,175
$ TOTAL $3.384,256,242 $3,384,256,242
:
3
i INTERNATIONAL
z Name Book Value Fair Value
American International Group/Global S 516,110 516,110
Bank Of Ireland/EAFE 147.025,540 147,025,540
é Capital Guardian 496.020,019 496.020.019
J.P. Morgan/EAFE 320.748,999 320,748,999
Xylem Fund 187.951,550 187,951,550
TOTAL $1,152,262,218 $1,152,262,218

Note: Dollar amounss are munded 1o the nearest whole dollar. Columns wl not add.
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VENTURE CAPITAL

.20 B

ANote Dollar ameounis are rwounded 1o the nearest whole dollar. Columns will not udd.

{
:
!
;
*
Name Par Value Book Value Fair Value g
Blue Chip Capital Fund $15.190.329 S15,190.329 $15.190.329 §
Blue Chip Capital Fund 11 5.723,782 5,723,782 5,723,782 g :
Northwest Ohio Venture Fund 3.353.628 3.353.628 3.353.628 ip
Primus Capital Fund | 193.019 193.019 193019 }
Primus Capital Fund 11 1.536.839 1.536.839 1.536.839 %
Primus Capital Fund 111 $.630.851 8.630.851 8.630.851 %
Primus Capital [V 1.404.259 1.404.259 1404259 3
TOTAL $36,032.707 $36,032,707 $36,032.707 !
i
!
STOCK !
EQuiTy ;
Name Shares Cost Fair Value
360 Communications Company 101.600 S 3.131.872 5 2,051,050 :
3Com Corporation 394.200 26.306.373 13,772,363 ¢
A.C. Neilsen Corporation 47,000 7 132,59 1,145,625 |
Abbott Laboratarics 988.900 18,241,256 64772950 %
Acuson Corporation 23,100 287,028 382,594 |
ADC Telecommunications Ine. 107.200 2,121,208 4,475,600
Adobe Sustens lacorporited 39000 377766 1.608.750 -
Advanced Lighting Technologies +400.000 V.918.562 7,600,000
Advanced Micro Devices 52,500 1.823.663 931.875 3
Acroguip-Vickers, Ine. 145,300 6.121,361 7,128,781
AES Corporation 127,200 [.311.803 5,930,700 !
Actna Incorporated 280,644 21.478.649 19.802,942
AFLAC Incomporated F14.400 3,193,642 5.848,700
Ageo Corporation 50.800 1.618.376 1,485,900 §
AGL Resources Inc. 45,800 854.817 936,038
Ahmanson H.F. & Compuny 41,500 1.064,502 2,777,906
Air Products & Chemicals Inc. 63.200 3,514,644 5198200 §
Airborne Freight Corporation 17.400 419.326 1,080,975 i‘
Atrgas Incorporated 56.200 [.174.298 786,800 ¢
Airtouch Communications Inc. 621.800 22051431 25813563 !
AK Steel Holding Corporation 43.400 929,151 767,638 5
Alaska Airgroup Inc. 11.900 207.389 461,125 I
Albany Internatinal Corp. Class A 25.100 567.579 577300 |
Albemarle Corporation 45.400 8§10.560 1,083.925
Alberto-Culver Company Class B 21,600 386.975 692,550 .
Albertsons Incorporated 366,000 12.477.695 17293500 -
Alcan Aluminium Limited 123.400 4.046.670 3408925  :
Alexander & Baldwin Incorporated 37,400 892,625 1,021,488 ’;:
Aliant Communications Inc. 30.200 539.469 947,525 g
Y
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]
|
;

Name Shares Cost Fair Value

; j.\llc:_'hcﬂ_\‘ Energs Inc. 100,200 5 2631914 S 3.256.500
; Allegheny Teledy ne Incorporited 94,100 1.970.114 2434838
3 Allegiance Corporation 44.900 1.138.640 1.591.144
i Allen Telecom [ncorporated 800.000 [4.872.262 14.750.000
: Aleezan Incorporated 235,300 $44.519 849,131
£ Adliant Techsystems 300.000 23,359,573 22.300.000
i Allted Signal Incorporated 723.600 21487488 28,084,725
E Allstate Corporation 611,800 35.990.087 55,367.900
; Alltel Corporation 378.600 12,436,566 15,546,263
I Altera Corporation 72.000 2,040,703 2.385.000
i Numax Incorporated 45.000 1461820 1.541.250
f Aluminum Company of America 105,200 3.859.343 7.403.450
Al.ZA Corporation 46.100 [.239.554 1.466.556

b AMBAC lne. 70.400 2.317.6356 3,238,400
; Anteradi Hess Corporation 219,300 12.861.672 12,045,063
' America Online Incorporated 77.500 3.139.986 7.013.750
i American Electric Power 72.800 2.611.543 3,758,300
American Express 746.700 A0.707.504 66,642,975
american Financial Group Inc. Ohio 50.300 1.447.972 2,027,719
American Geaeral Corporation 640,577 22,672,403 34,631,194
amencan Greeungs Class A +41.000 1.184.947 [,184.947
Azterican Home Products Corp, 1.062.700 60).176.309 81,296,550
f American [nternational Group 1.030,800 66.737.915 112,099,500
; Amerivan Power Conversion Corp. 77.900 1.048.926 1.840.383
Amerivan Stores Campany 113.200 1.757.434 2.327.675
American Water Works [ne. 864,500 16.222.611 23,611,656
. Amentech Corporation 793.600 45,244,603 64,045,800
© AMETEK Ine. New 26.900 102,124 726,300
! AMGEN Incorporated 340,700 19.560,268 18,440,338
I AMOCO Corporation 951,500 61,230,263 81,021,975
' AMP Incorporated 325,200 13.630.105 13.658.400
l AMR Corporation/DE 164.000 13,518,725 21,074,000
!} Anadarko Petroleum Corporation 239,600 11.206.152 14,540,725
IE Analog Devices [ncorporated 130.300 2.337.628 3.607.681
; Andrew Corporation 59,050 1.605.8533 1,417,200
:i Anheuser-Buseh Companies Inc. 192,500 6.351.975 8.470.000
'l AON Corporation 62,330 1.987.024 3,684,581
! Apache Corporation 293,800 7.896.579 10,301,363
'I' Apple Computer Incorporated 67.800 1.778.495 889.875
3 Applied Materials [ncorporated 441,800 13,620,457 13,309,225
%l Apria Healtheare Group Inc. 42,200 [,142,948 567.063
Archer Daniels Midland Company 310.938 3.644,099 6.743.468
| ARMCO Incorporated 67.500 349,936 333,281
Armstrong World Industries [nc. 15,900 1.013,975 1,188,525

aadi ! "-‘.‘_‘Mﬂi\i—'.-'.‘n:-

Vote Dofiie cmounes are mumded w the nedrest whote dotlar Colusers will not add.
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Name Shares Cost Fair Value &
Amold Industries Incorporated 22,000 S5 408.192 S 379,500 §
Arrow Electronics Incorporated 83.000 2.114.529 2,692,313 E
Arvin Industries [ncorporated 18.500 355.715 616,281 &
Asa Holdings Incorporated 24,800 659.450 705,250 g
ASARCO Incorporated 21,700 636.670 486,894 g
Ashland Incorporated 50.300 2,248,424 2,700,481 §
Associated Banc Corp. 40.600 1.995.169 2,238,075 _q:?
AT&T Corporation 3.336.500 123.813.718 204,569.156
ATL Ultrasound Inc. 11.700 240,130 538,200 ;
Atlantic Energy Inc. 43.400 835.099 919538
Atlantic Richfield Company 125,000 6.670.616 10015625 4
ATMEL Corp. 81,000 2.498.860 1,503,563 -
Autodesk Inc. 17,700 612739 654900 ¢
Automatic Data Processing Inc. 384.800 16,932,082 23,617,100
Autozone Incorporated 437,000 11,385,571 12,673,000 =
Avery Dennison Corp. 40.800 1.033.469 1.825.800
AVNET Ine. 35,800 1.760.571 2,362,800 :
Avon Products 377,400 23466815 23,162,925 |
AVX Corporation 1.500,000 39,542,628 27,656,250
Baker-Hughes Inc. 566.900 22,283.82] 24731013 =
Ball Corp. 403.600 11.829.671 14,277,350
Baltimore Gas & Electric Co 197100 5355165 6726038
Banc One Corporation 554,900 25.294.099 30,138.006
Bank of New York Company Inc. 854.900 34.197.573 49,423,906
Bankamerica Corporation 1,102,700 46,922,277 80.497.100
Bankboston Corp. 230.500 11.758.938 21.652.594
Bankers Trust Corp. 31.200 2175616 3.508.050
Banta Corporation 25,500 681.891 688,500
Bard. C.R. Incorporated 167.100 5.869.471 5,232,319
Barnes & Noble Inc, 54.600 1.303.182 1,822,275
Barnewt Banks Incorporated 236,500 7,729,174 16,998,438
Barrick Gold Corporation 740.200 19,465,154 13,786,223
Baule Mountain Gold Company 829,900 8.374.266 4,771,925
Bausch & Lomb Incorporated 22,000 8§70.214 871.750
Baxter International Inc, 108,400 4.028.850 5,467,425
Bay Networks Incorporated 73,000 2,352,920 1.870,625
BB&T Corp. 53,400 3411833 3,420,938 |
Bear Stearns Companies Inc. 100,485 1.902.034 4,773.038 |
Beckman Instruments Incorporated 23.900 746.653 956.000
Becton, Dickinson & Company 404,500 19.157.609 20,225,000
Bed Bath & Beyond Incorporated 1,556,400 39.669.134 59,921,400
Bell Atlantic Corporation 037,487 57.538.032 85311317
Bellsouth Corporation 1.348.000 57.912.391 75,909,250
32,200 1.079 457 1,807,225

Belo, A.H. Corporation

Nate™ Dollar amounts are rounded to the nearest whole dollar  Cotumns will not add,
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i
Name Shares Cost Fair Value
i gemis Company 29.200 S 933.066 S 1,286.625
i Beneficial Corporation 20.900 1.049.491 1,737,313
i Bery Electronics Corporation 1.000.000 12.035.554 22,937,500
{ Bergen Brunswig Corporation Class A 41,250 732.832 1,737,656
i Best Buy Company Incorporated 35.600 761.097 1,312,750
| Bethichem Steel Corporation 43,000 652.596 373,563
i Bewzdearborn Incorporated 23,000 953,240 1,404,438
"1 Beverly Enterprises Inc. 89.700 980.309 1,166,100
it Biogen Incorporated 59,400 1.694.628 2,160,675
% Biwmet [ncorporated 396.200 9.242.347 10,152,625
5 BJ Services Compuny 201,300 14,454,665 14,481,019
_} BJ'S Wholesale Club Inc. 27.000 380,653 847,125
; Black & Decker Corporation 34.000 1.155.946 1,328,125
glack Hills Corporution 11,900 293,382 419,475
Block. H & R Incorporated 56,000 1,925,924 2,509,500
BMC Soltware Inc. §3.200 1.701.148 5.460,000
Bob Evans Farms 35,100 646.006 776,588
Bueing Company 1.512.936 54,034,120 74,039,306
Boise Cascude Corporation 170.300 6.189,932 5,151,575
Buise Cascade Olfice Products Corp. 800.000 17.558.641 11,950.000
Borg-Warner Automotive, Inc. 19,400 1,105,206 1,008,800
Buston Scientilic Corporation 211,700 12.860,222 9711738
Bowater Incorporated 33.900 1,479,362 1,506,431
Briges & Stratton 8.900 345.359 432,206
Brinker International Inc. 63.700 1.080.128 1,019,200
Bristol Myers Squibb 1.368.800 67.774.059 129,522,700
Brite Voice Systems I[nc. 300,000 8.439.378 4.875.000
Brown-Forman - Class B 158.200 7,707,700 8,740,550
Browning-Ferris [ndustries 506.142 15.698.410 18.727.254
Brunswick Comp. 52,400 1,125,180 1.588.375
Brush Wellman [nc. 13,400 237479 328,300
Buffets Inc. 37,200 430.236 348,750
Burlington Industries I[nc. 51.600 662,335 712,725
Burlington Northern Santa Fe 268,506 23.300.691 24,954,276
Burlington Resources Inc. 360,530 14.853.070 16,156,251
Cabletron Systems Incorporated 59.000 1,910,727 885.000
Cabot Corporation 58.900 1494711 1,627,113
Cadence Design Systems, Inc. 136.000 1428451 3,332,000
Calenergy Co. Incorporated 1,252.500 47.216,340 36.009,375
Calgon Carbon Corporation 32,800 383.876 352,600
Caliber Systems Incorporated 139,900 3.226.888 6,811.381
Callaway Golf Company 59.900 1,021,208 1,710,894
Calmat Company 19,200 445,219 535,200
Calpine Corporation 1,800,000 28.979.334 26,775,000

~Note: Dollar amounts are rounded o the nearest whole dollar. Columns will not add,
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Name Shares Cost Fair Value
Campbell Soup Company 253,700 S 7.000.064 514.862.563
Capital One Financial Corp. 54,100 1.714.461 293154
Capstar Hotel Company 807.000 15.080.71+4 27.690.188 %
Cardinal Health Incorporated 2.284.900 34.095.187 171,653,113
Carlisle Companies [ncorporated 25,000 522,367 1.068,750 -
Carolina Power & Light Company 83.400 2.816.609 3534075
Carpenter Technology Corporation 13.700 342,547 658,456
Carter-Wallace Incorporated 38.200 441.952 649.400
Cuse Corporation 28.200 1443639 1,704,338
Catalina Marketing Corporation 500.000 13.418.757 23,125,000
Caterpillar Incorporated 511.800 19.103.776 24,822,300
CBS Corp. 898.600 24,073,725 26,452,538
Cendunt Corporation 988.857 27.628.693 33,991,959 *
Centex Corporation 79,400 4.126.842 +4.997,238
Centocor Incorporated 57.000 974.561 1,895,250
Centrul & South West Corporation 117,300 1.020.390 3,174 431
Central Fidelity Bunks Inc. 48.800 1.035.733 1,035,733
Central Louisiana Electric Inc. 18.500 o 471984 598,938
Central Maine Power Company 26,700 346.124 407,175 »
Century Telephune Enterprise Inc. 49,300 1.4:40.630 2,455,756
Ceridiun Corporation 44.300 1.966.064 2,029,494 g
Champion International Corp. 278,200 12.794.93] 12.605.938
Charming Shoppes Incorporated 40,300 177.891 188.906
Charter One Financial Inc. 39.270 2.393.095 2,478,919
Chase Manhattan Corporation 726.800 63.466.096 79.584.600 |
Chesapeake Corporation 19,300 635,007 663.438 -
Chevron Corparation 1.018.600 18,382,439 78.432.200 .
Chiron Corporation 140,300 3267440 2,388,500
Choicepoint Inc. 740,000 25,592,908 35,335,000
Chris-Cralt [ndustries Inc. 25.853 1.038.755 1,362,435 .
Chrysler Corporation [ 484.200 49.930.689 52,225,288 .
Chubb Corporition 234400 11.964.671 17,726,500 :
Church & Dwight Incorporated 16,100 333.787 451,806 :
Cigna Corp. 29,500 3.313.32) 5.085.063
Cincinnati Financial Corp. 21,400 2.958.950 3,012,050 #
Cincinnati Milacron Incorporated 128.800 3,171,278 3,340,750
Cinergy Corporation 434,700 10.947.256 16,654,444 5
Cintas Corporation 78.200 1.650.121 3,049,300 B
Circuit City Stores Incorporated 38.000 1.182.489 1.351.375 ;z
Circus Circus Enterprises Inc. 85.800 2.485.195 1,758,900 %
Cirrus Logic Incorporated 53.500 2.156.252 568.438%
Cisco Systems Incorporated 2.036.550 70.903.024 113,537,663 &
Citicorp 620.100 67.197.187 78,403,894 3
36,200 494,049 1,337,138 3%

City National Corporation

Note: Dollar amounts are munded to the nearest whole dollur. Columas will not add.
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Shares Cost Fair Value

b Name
: Cluires Stores Incorporated 39,400 S 336,205 5 765.838
§i Clayton Homes Incorporated 98.100 1.562.169 1.763,800
?! Clear Channel Communications 34.500 2,329,785 2,740,594
] Cleveland-Clitfs Inc. 9.400 391.129 430,638
{4 Clorox Co/DE 81,400 3.803.157 6,461,125
5 CMS Energy Corporation 76.300 2.046.560 3,361,969
‘' ¢NF Transportation Ine. 36,300 763,598 |.406,625
;;I Coustal Corporation 58.200 2.508.557 3,604.763
I uoca-Cola Co. 2.986.700 112.000.109 199.175.556
i Cocu-Cola Enterprises 309.900 2.676.013 11,020,819
; Cognizant Corp. 419,500 13.631,151 18,720,188
.t Colgate-Palmolive Co. 219.000 9.327.292 16.096.500
Columbia Eneruy Group 29.800 1.344,859 2,341,163
ColumbiwHealthcare Corp. 720.500 25,793,135 21,344,813
i Comeust Corp. Class A 395,200 6425917 12,473,500
! Comdisco Inc. 62,250 888.569 2,081,484
i1 Comerica Incorporated 66,100 3.378.263 5.965.525
i | Cuompag Computer Corp. 409.697 5.560.065 23,147,881
: CompUSA Inc. 74.600 2.285.117 2,312,600
f Computer Associates International Ine, 212,175 5972787 11,245.275
| Computer Sciences Corparation 41,000 3.007.528 3,423,500
i Compuware Corp. 140,800 767.384 4.505.600
; Comsat Corp. Series | 40,000 717.078 970,000
H Conagra Inc. 617.600 14,502,331 20,458,000
;“: Concentra Managed Care Inc. 31,200 998,400 1,053,000
é Concord EFS Inc. 2.000.000 33,515,235 49,750,000
2|  Comeco. Incorporated 388.800 17.770.909 17.666.100
g Consolidated Edison ot NY 91.100 2.738.035 3,735,100
2| Comolidated Natral Gas Co. 51,800 2,312,200 3,133,900
% Consolidated Papers Inc. 36.800 3.225.884 1.964,200
£ Consolidated Stores Corp. 68.750 1.687.951 3.020,703
E Cooker Restaurant/Ohio 600.000 8.390.057 5,737,500
Cooper Industries Incorporated 324,000 11,959.313 15,876,000
] Cooper Tire & Rubber Company 32,400 846.803 789,750
= Cours. Adolph Company Class B 14,700 290,438 488,775
Corestates Financial Corporation 80.600 3.258,114 6,488,300
: Coming Incorporated 106,800 2.849.155 3,964,950
Corrections Corp. of America 61,700 2.681.463 2,286,756
Costco Companies [ncorporated 230,400 4.797,112 4,797,112
Countrvwide Credit Industries 138.900 +.628.769 5,955,338
Covance Incorporated 47,400 858.953 942,075
CPC Iaternational Incorporated 214,900 17,760,159 23,209,200
Cracker Barrel Old Country Store 50,000 1.207,239 1,668,750
Crane Compuny 43,500 1,210,966 1,886,813

Note: Dullar umounts are munded to the nearest whole dotlae - Columns wil nor add.
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Note  Dollar amounts cre rounded 1o the aedrest whole dollar Columns will aer add.

Name Shares Cost Fair value

Crestar Financial Corporation 90,600 S 2.663.630 S 5.164.200 *
Crompton & Knowles Corporation 60.000 924,127 1,590,000
Crown Cork & Seal Company Inc. 50.000 2.354.969 2.506.250 *
CSX Corporation 119.500 5.653.158 6.453.000 !
Culligan Water Technologies Inc. 19.700 999,133 089.925 ’}
Cummins Engine Incorporated [155.100 7,761,786 9.160.594 i
CV'S Incorporated 82.500 2,655,619 5,285.156 !
Cypress Semiconductor Corp. 66.400 1.330.771 556,100
Cyprus Amax Minerals Company 659.000 15.041.326 10,132,125 ;
CYTEC Industries Incorporated 38.300 1,533,149 1.797.706 .
Dames & Moore Group 675.000 12.518.413 8.943.750
Dana Corporation 296,200 10.720.413 14.069,500
Danaher Corporation 48,200 1,533,880 3,042,625 |
Darden Restaurants Incorporated 61.200 627.168 765.000 '3
Duta General Corporation 21,900 300,831 381,881 '}
Datascope Corporation 13.300 295.309 344,138
Dayton Hudson Corporation 273.000 13.589.027 18,562,500 |
Dean Foods Compuny: 33.100 # 943,096 1977725 !
Deere & Company 141,800 5401134 8.259.850 i
Dell Computer Corporation 182.900 2,608,345 15,363,600 |
Delmarva Power & Light Company 149.900 1,091,020 1.150.819 ”
Delta Air Lines Incorporated L4 700 5293394 3:649:300—
Deluxe Corporation 462,900 13.939.015 15.970.050 _|
Dentsply Internauonal Inc. I +444.400 26,202,349 44,054,200 *°
Dexter Corporation 19.600 482.238 846,475
Diagnostic Products Corporation 11.200 422,878 310,800 -
Dial Corporation 78.600 1.038.931 1,635,863 :
Dicbold Incorporated 56.700 1,301,584 2870438
Digital Equipment Corporation 190,500 3.001,952 7,072,313 Q
Dillards Inc. 331,100 9.960.921 11,671,275 .
Dinie Bancorp Ine. New 99,900 2.399.718 3,021,975
Disney, Walt Company 949,200 59.819.569 93,970.800 !
Dole Food Company Incorporated 49,500 1.499.798 2,264,625 °
Dollar General Corporation 94,218 1,314,494 3415403 ,
Dominick’s Supermarkets Inc. 1.080.000 20.579.113 39,420,000 :
Dominion Resources Incorporated 69.100 2,632,036 2.941,069 i
Donaldson Company [ncorporated 20,700 516.330 932,794 .
Donaldson Luthin & Jenrette 920.000 26.218.909 73,140,000 ;
Donnelley. R.R. & Sons Company 59,500 2,199,548 2,216,375 }
Dover Corporation 88.400 1.942.131 3193450 §
Dow Chemical Company 568,600 33.464.850 57,712,900 §
Dow Jones & Company Incorporated 37.600 1,388,374 2,018,650 §
Dresser Industries Incorporated 315400 8,452,389 13,227,088 3
Dreyers Grand Ice Cream Ine. 22,000 402,375 530.750 j
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DSC Communications Corporation 3.0435.200 S 32.647.405 S 73.084.800

DST S»siems Incorporated 1.000.000 33.864.823 42,687,500

i DTE Energy Company 189,300 5,945,233 6,566,314
1 Du Pont. (E.I) De Nemours & Co. 860.400 31,118,854 51.677.775
Duke Eneryy Corporation 590,343 37,510,373 32,701,429
i Dun & Bradstreet Corporation 439,400 9.877.036 13.593.938
i E G & G lncorporated 27.900 609.387 580.669
| Eastern Enterprises 10.900 371427 490.500
! Eastman Chemical Company 42,800 2.671.376 2.549.275
i Eastman Kodak Company 428.900 32632514 25975256
I Eaton Corporation 36.900 2.053.056 3,293,325
Echlin [ncorporated 23.900 822,439 86-.881

Echo Buy Mines Limited 54.100 612.319 131.869

L Eculub Incorporated 25,000 747.722 1,385.938
! Edison International 281,300 4,915,237 7,647,844
! Edwards. A.G. Incorporated 77.400 1,269.027 3,076,650
! El Paso Natural Gas Company 15.200 1.788.630 3.005.800
Electronic Arts [ncorporated +44.200 1,502,733 1,671,313

EMC Corporation Massachuseuts 268.600 2.900,739 7.369.713

] Emerson Electric Company 924.500 41.880.908 52,176,469
’ Engelhard Corporation 482.400 10.636.753 8,381,700
ENI-S.P.A. Sponsored ADR 860.000 28.276.800 49,073,750

Enron Corporation 407.500 [3,787.096 16,936,719

i Enron Ol & Gas Company 483.000 11,104,041 10,339,500
5 Ensco International Incorporated 676.800 20,956,060 22,672,800
; Entergy Corporation 88.500 2,494,238 2,649,469
| Equifax Incorporated 138,900 2,804,117 4,922,269
i Ethy! Corporation 68.300 794.271 525,056
i Exxon Corporation 2.808.700 118.011,097 171.,857.331
! Falcon Drilling Company Inc. 2.100.000 485.641,729 73,237,500
i Family Dollar Stores Inc. 70.350 787.367 2,062,134
Fastenal Company 31,300 1,265,188 1,197,225

Federal Express Corporation 153.300 8.600.286 9,360,881

Federal Home Loan Morngage Co. 1.189,200 40.603.620 49,872,075

Federal National Mortgage Association [.707.400 39.5324,726 97,428,513

Federal Signal Corporation 37.400 861.874 808.775
Federal-Mogul Corporation 29.000 607,901 1,174,500

; Federated Department Stores 590,400 22.884.073 25,424,100
Ferro Corporation 32,100 526,739 780,431

; Fifth Third Bancorp 73.300 2481138 5,992,275
: Fingerhut Companies Incorporated 38.300 576,909 818.663
Finova Group Incorporated 44,400 1.809.300 2,206,125

i First Brands Corporation 33.700 752,583 907,794
169,129 7,282,651 14,122,272

First Chicago NBD Corporation

Note: Dollar amounts are rounded to the nearest whole dotlar Coiumns will not add.
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Name Shares Cost Fair Value .
First Data Corporation 395.000 $22.207.899 517.403.750 f‘
First Of America Bank Corp. 74.550 2.109.740 5.749£§_9. 3
First Security Corporation Utah 93,450 1.390.483 3.913.219 ¥
First Tennessee National Corp. 35,400 1.523,037 3.697,950 “{
First Union Corporation 223.200 6.383.995 11,439,000 *
First Virginia Banks Inc. 40.350 1,111.099 2,08559] °
Firstar Corporation 12-4.000 2.765.847 5262250 -
Firstenergy Corp. 84.300 1.785.379 2,444,700 }
FISERV Incorporated 37.300 1.049.110 1.832.363 .
Fleet Financial Group Inc. 563,566 27.911.808 42,337,896
Fleetwood Enterprises 13.900 361.285 589,881
Florida Progress Corporation 80.000 2.573.761 3,140,000
Flowers Industries [ncorporated 72.600 713,748 1,492,838
Flowserve Corp. 19.300 495.720 539.194
Fluor Corporation 271.400 16.715.594 10,143,575
FMC Corporation 20.000 | 444,987 1.346.250
Ford Motor Company 1,479.900 45.178.725 71.867.644
Forest Laboratories Class A 34.600 , 1484766 1.706.213
Fort Jumes Corporation 355400 13,947,040 13.594.050
Fortune Brands Inc. 93.000 2,780,933 3446813
Foster Wheeler Corporation [41.400 5,647,508 3.826.638
Foundation Health System [ne. 62.920 1.87-4.420 1.399.970
FPL Group Incorporated 531.600 17,996,194 31.464.075
Franklin Resources Incorporited 100.700 3432562 8.754.606
Freeport MeMoran Copper & Gold Class B 75.800 1.789.531 1.193.850
Frontier Corpuration -478.200 10.911.166 11,476,500
Fruit OF The Loom Inc. Class A 61,700 1.647.749 1.581.063
Fuller. H. B. Company 11.600 393,766 574.200
Furniture Brands International Ine. 2.500.000 29.553.742 51.,250.000
Galoob Toys Incorporated 1,680,000 38.582.945 17.115.000
Gannett Company 479,200 19.669.048 29.620.550
Gap Incorporated 653.700 15.377.636 23165494
GATN Corporation 16.700 839.096 1211794~
Gencorp [ncorporated 27,600 37477 690.000 |
General Dynamics Corporation 24,500 1,453,865 2,125:375 l
General Electric Company +.167,300 158.963.037 305,775.638
General Mills Incorporated 180.700 12,764,504 12,942,638 @
General Motors Corp. Class H New 439.000 9.998.749 16.954.313
General Motors Corporation 944,700 49.218.129 57390525
General Nutrition Cos. Inc. 64.400 1.982.277 2,189,600 i
General RE Corporation 32,100 4,839,794 6.805.200
Generul Signal Corporation 27,900 1.070.227 1,177.031
Gentex Corporation 1,500.000 24,350,289 40,312,500
278,250 6.322.904 9,443,109

Genuine Parts Company

Note: Dollur umounts are rounded to the nearest whole dollar. Columns w il not add.
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.f Genzyme Corporation 59.200 S 2.064.701 S 1.642.800
: Georzia Gull' Corporation 28.500 979.653 872813
Yl Georyia Pacific Corporation 169.900 10.262.292 10.321.425
L Georsia Pacitic Timber Group 73.300 1.764.575 1.662.994
il Grant Foad Incorporated Class A 37.800 1.246,523 1.273.388

Gipson Greetings Incorporated 13.300 204,562 290,938

i Gilletie Company 499,000 27.508.847 50.118.313
; Glatrelier. P.H. Company 35.100 694,033 653,738
 Giobal Marine Inc. 139.300 936,941 3.421.536
%.j Guolden West Financial Corp. 28,000 1.611,222 2,738,750
t Geodrich. B. F. Company 27.800 819.568 1.151,963
' Gewdsear Tire & Rubber Company 432,700 34.308.981 28.166.788

; GPLU Incorporated 326,400 8.279.952 13,749,600

' Grace. W. R. & Company 28.300 L)72.259 2,276,381
f; Gratnger. W, W Incorporated 27.800 1,924,128 2,701.813
ff? Granite Construction Inc. 1-4.900 269,906 342,700
| Great Atlantic & Paciic Tea Co, 14,800 400,436 439,375
: Greitt Lakes Chemicul Corp. 189.000 10.321.483 8,434,125
-; Green Tree Firancial Corp. 53.250 1.633.162 1,394,484
0 Gres Woll Ine, 3.280.000 24.919.140 17.835.000
4 GTE Corporation 935,900 31.950.660 49,945,775
7, GTECH Holdings Corporation 35,500 1,102,704 1,133,781

| Guudant Corporation 30.200 2.582.829 4,992 450

.’I HADCO Corporation 350.000 12.662.716 15.837.500
: Halliburton Company 97.200 2.455.282 5.042.250
Hanna, M.A. Company 42,700 768.699 1.078.175
; Hannalord Brothers Company 34800 903.803 1511625
? H.rcourt General [ncorporated 28.300 1,262,378 [.549.425
:‘ Harland. John H. Company 27.000 700.354 367,000
H Hurley-Davidson Incorporated 2,324,600 30.753.967 63.345.350
| Hamischleger Indusiries lnc. 26,100 630.695 921,636
5 Harrahs Entertainment. [ne. 39.900 940,624 753,113
E Huarris Corpuoration 30.000 1.071.852 1,376,250
i Harsco Corpuration 40.800 1,146,011 1,759,500
¢ Harttord Financial Services Group 45.500 2910.219 4,257,094
f Huasbro [ncorporated 69,400 1.584.355 2,186,100
l Hawaiian Electric Industries 23,100 940.527 1,025,963
3 HBO & Co. 106.900 4,882,040 5.131.200
;‘ Hzulth Care & Retirement Corp./DE 37.100 792,579 1,493,275
Hl Health Munugement Associates 501.850 11,381,394 12,671,713

Healthcare Compare Corporation 27,700 1.088.357 1,416.163

3 Healthsouth Corporation 654,500 14.260.431 18,162,375
2 Hecla Mining Compuny 1.550.000 16,630,143 7.653,125

i Heilig-Mevers Company 43,800 888,815 525,600

Mo Dollar amouns are rounded o the nearest whale dolliee Colunins will not add,
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Name Shares Cost Fair Value
Heinz, H. J. Company 427.200 $20.280.295 $21.,707.100 K
Helmerich & Payne 9.600 336.443 651,600 &
Hercules Incorporated 41.600 2,314,392 2,082,600 #
Hershey Foods Corporation 297.200 15.410.706 18,407,825 &
Hewlert-Packard Company 1,304,400 69.720.203 81,361.950
Hibernia Corporation Class A 106,000 1.088.950 2,000,750 &
Hillenbrand Industries Inc. 57,500 2.681.915 2943281
Hilton Hotels Corporation 95,600 1.985.845 2,844,100
Home Depot Incorporated 1,173,300 48.415.343 69,078.038
Homestake Mining Company 56,900 824,102 504,988
Hon [ndustries 24,800 692.281 1,463,200 3
Honeywell Incorporated 170.600 8.930.126 11,686,100
Hormel Foods Corporation 62,800 1.749.543 2,056,700
Houghton Mifflin Company 24,200 543,496 928,675
Houschold [nternational Inc. 75.200 6.080.520 9,597,400
Houston Industries Incorporated 441,134 9,932,356 11,800,335
HSB Group Inc. 16,600 765,638 916,113 i
Hubbell [ncorporated Class B 54,400 «1,67-1.969 2,682,600
Humana Incorporated 63.000 1,641,178 1,307,250 it
Hunt, J.B. Transport Services Inc. 31,300 501.265 586,875 F
Huntington Bancshares Inc. 61.800 2,067.618 2,224,800
IBP Incorporated 79.700 7 018 081 1668719 {f
Idaho Power Compuny 31.000 855,188 1,166,375
Ikon Office Solutions 223,100 6,937,845 6,274,688 1
llhinois Central Corparation 50.600 1,330,268 1,723,563
IHinois Tool Works 134,200 4.179.513 8.068,775 i
llinova Corporation 62,400 1.708.274 1,680,900
Imation Corporation 35,300 865.157 564.800
INIC Global Incorporated 2,784,200 75.678.284 91,182,550
Imperial Credit Industries. Inc. 1.200.000 15.557.000 24,600,000
INCO Limited 116,100 3.730.132 1,973,700 3
Indiana Energy Incorporated 18,500 390,420 609,344
Information Resources Inc. 22,900 290,294 306,288 :
Informix Corporation 123,700 3.618.347 587,575
[ngersoll-Rand Co. 486.300 7.442.839 19,695,150
Ingram Micro Inc. Class A 1,400,000 30.542,490 40.775.000
Inland Steel Industries Inc, 548.800 15.293.628 9.398,200
Integrated Device Tech Ine. 64.500 1,173,447 608,719
Integrated Health Services Inc. 500,000 16.004.696 15,593,750 'i
[ntel Corp. 2,143,200 108,905,735 150,559,800
[nternational Business Machines Corp. 1.303.200 94,148,625 136,347,300
International Dairy Queen Class A 18,200 400.731 487,419
[nternational Flavors & Fragrances 60,600 2,923,659 3,120,900 z
International Game Technology 103,400 1,334,223 2,610,850 i
Note Dollur amounts are rounded to the nearest whole dollur Columns will nut add. E
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Name Shares Cost Fair Value
(nternational Home Foods Inc. $00.000 S 17.967.563 S 22,400,000
jernational Multitoods Corp. 14,800 323.841 419,025
[nternational Paper Company 117.400 4.871.573 5,062,875
[nterpublic Group OF Companies 68.700 1.956.903 3.422,119
[mierstate Bakeries Corp. DE 61.400 1413121 2,294,825
[nterstate Hotels Company 1.100.000 24.981.798 38,620,313
jniimate Brands, Inc. Class A 605.000 10.285.000 14,557,813
[palco Enterprises Inc. 37.200 902.015 1,560,075
[RI International Corp. 600,000 11,250,977 8.400,000
[SPAT International NV 1.250.000 35.742.041 27,031,250
|ITT Corporation 45,400 2,286,239 3,751,175
11T Industries Incorporated 63.800 1.506.059 2,001,725
VAN Corporation 100,100 2518468 675.675
Jacobs Engineering Group Inc. 21,100 506.614 535413
Jacor Communications Inc. 1.470.000 41,589,430 78.093,750
Jetterson-Pilot Corporation 27.750 1.277.359 2,161,031
Johnson & Johnson 1.548.200 75.727.986 101,987,675
Johnson Controls Incorporated 45.000 1,526,444 2,148,750
Jones Apparel Group Incorporated 43,100 750.050 1,853,300
Justens Incorporated 20.528 457.329 473,427
JP Foodservice Inc. 35.600 1.241.856 1,314,975
K Mart Corporation 188.900 2,178.671 2,172,350
Kansas City Power & Light Co. 1.001.000 21.455.260 29,592,063
wansas City Southern Industries 91.200 1.368.265 2,895,600
Karington Health Incorporated 600.000 7.800.000 6.825,000
Kaufman & Broad Home 20.400 275770 457,725
Kasdon Corporation 27.000 391.138 880,875
Kellogg Compuny 744,400 26.052.856 36,940,850
Kelly Services Inc. Class A 31,400 869.991 942,000
Kemet Corporation 1.000.000 22,947,426 19,375,000
Kennametal Incorporated 22,000 758.650 1,145,375
Kent Electronics Corporation 2.300.000 50.281.898 57,787,500
Kerr-Mcgee Corporation 32,700 2.023.548 2,070,319
Keycorp 138.200 6.327.214 9,786,288
Kevspan Energy Corp. 41,000 1.057.055 1,509,313
Kimberly-Clark Corporation 6-40.168 29.898.850 31,568,285
King World Productions, Inc. 14.500 591.342 837,375
KLA-Tencor Corp. 96.600 6.008.037 3,731,173
Knight-Ridder Incorporated 51.400 1,932,311 2,672,800
Kohls Corporation 60.900 1.620.662 4,148,813
Kroger Company 709.600 13.748.389 26,077,800
L G & E Energyv Corporation 34,700 1,119,967 1,357,244
Laidlaw Inc. 174,300 1.945.176 2,374,838

24,300 869.402 1,369,913

Lancaster Colony Corporation

Nate: Dollar umounts are rounded 1o the nearest whole dollar. Columns will not add.
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Name Shares Cost Fair Valya
Lance Incorporated 14,700 S 434,559 649,91
Lands End Incorporated 27.100 420,480 950, 193
Lawson Products 9.500 250,351 2

Lawter I[nternational lnc, 37.200 +14.025 404

LCl International Incorporated 69.300 699.462 2,137.12
Lear Corp. 2.500.000 77.421.649 118,750

Lee Enterprises 38.800 788.228 1,147,025
Leggent & Platt Inc. 75.300 1.843.018 3,153,183,
Lehman Brothers Holdings Inc. 161.300 8.287.289 8 ?_m§
Lexmark International Group Inc. 59.600 1.728.1 14 2,264,800
Lilly (Eli) & Co. 1,399.100 41.614.250 97,412,338
Linuted Ine. 773,714 16.262.673 19.729,7073%
Lincaln Electric Co. 1.000.000 30,000,000 36.000 000
Lincoln National Corp. 140.500 6,489,363 10,976, 353a
Linear Technology Corp, 61.400 2.526,397 3.538.1757
Linens-N-Things Inc. 839.000 14,755,941 36.601,375°
Liton Industries Inc. 38,400 1.553.467 2,208, 000§
Liz Cliiborne Incorporated 51.200 1,966,551 2,140, 800§
Lockheed Marun Carporation 248.800 212.185.961 24,506,800
Loews Corp. 234,100 20.248.886 24,843 863§
Lomak Petroleum [ncorporated [.250.000 11.778.017 20.312.500
Lone Star Steakhouse Saloon 33.500 1,180,075 586.250%
Longs Drug Stores [ncorporaed 32,600 720.666 1.047.275 %
Longview Fibre Company 42,600 T14.776 646.988
Louisiana-Pacilic Corporation 57.700 1,344,754 1.096.300 %,
Lk e Clripaiion 322400 12.940.454 15.374.450 &
L.SI Logic Comporation 78.600 2.907.686 1,542,525 g
Lubrizol Corporation 49,100 [.541.153 1,810,563
Lucent Technologies Incorporated 11535504 56.770.720 92,295,882
Lyondell Petrochemical Company 65.900 1.569.339 1,746,350
MuacFrugals Bargains 21.400 325.110 880,075
Magnetek [ncorporated 21,100 231.540 411,450 'E
Mallinckrodt Incorporated 28.800 1.141.240 1,094,400 %
Manor Care locorporated 34400 786,336 1,204,000 %
Manpower Incorporated Wisconsin 67.700 1.886.579 2,386,425 é
Mapeo Incorporated 46.300 1.222.48] 2141375 §
Mark 1V Industries [ncorporated 54.600 1.020.036 1,194,375 %
Marnott International. Inc. 108.200 5.862.223 7,492,850 ;2
Marsh & McLennan Companies 309.600 15635517 23,084,550 %
Marshall & [isley Corporation 75.000 1.859.164 4,659,375 é
Martin Marietta Materials Inc. 37.200 1.327.664 1,360,125 [
MASCO Corporation 308,000 12,747,245 15,669,500
Mauwel Incorporated 160,273 4,048,598 5.970.244
Maxim Integrated Products 101,400 1.513.540 3,498,300 1

Newe' Dollar umeunts are rounded o the nearest whole dofler Columns wiil not add.
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Name Shares Cost Fair Value
\laxxam [ncorporated 7.200 S 332894 S 314,100
Alay Department Stores Company 606.200 32.329.007 31.939.163
My tag Corporation 54.600 1.015.676 2,037,263
\BIA Incorporated 33.400 1.670.419 2231,538
viBNA Corporation 651.300 14.717,906 17.788.631
AeAlee Associates Inc, 54.800 2,697,733 2,897.550
ycCormick & Company 63.500 1,568,652 1.834.000
vfeCermott International, Ine, 231,300 5.570.210 8.471,363
slcConalds Corporation 1,122,100 53.859.692 33.580.275
A eGraw-Hill Incorporated 172,300 3.732.742 12,750,200
A [Cl Communications Corporation 902.500 28.766.163 38,638,281
scKesson Corporation 34.600 1.650.401 3,749,775
ACN Corporation 35400 1.135.562 2,236,775
Aead Corporation 40,600 1,.217.006 1,136,800
Medaphis Curporation 59.100 2.439.017 384,150
Media General Incorporated Class A 21.800 725.716 911,513
Medpariners Incorporated 939,000 26.812.995 21.010.125
Medtronic Incorporated 610,300 [8.914.852 32,040,750
Mellon Bank Corporation 648.800 23,893,126 39,333,500
Mentor Graphics Corporation 53.200 942.975 515375
Mercantile Bancorporation 74,400 2.198.060 4,575.600
Mercantile Bankshares Corp 58.630 1.061.818 2,294,681
Mercantile Stores Company, Ine. 14,300 683.097 §70.513
Merck & Company 1.910.600 147,717.301 202,523,600
Meredith Corporation 21.000 398.760 749,438
Meritor Automwotive Inc. 36.300 1,154,182 1,185,819
Merrill Lynch & Company 431.600 23.927.050 32,938,575
Mever, Fred lnc, New 78.200 1,397,525 2,844,525
MGIC Investment Corporation 45.800 1,436,212 3,045,700
Micro Wirehouse [ncorporated 28,300 1.238.445 394,431
Micron Technology Incorporated 317.500 15,353.325 8.235.136
Microsoft Corporation [.545,700 [12.509.381 199,781,725
Midamerican Energy Holding Co. $3.000 1,290,571 1.826,000
Millennium Chemicals 245.000 5.523,109 3,757,500
Miller, Herman Inc. 39.200 338,913 2,138,850
Milhpore Corporation 16.700 639.6-46 566.756
Minerals Technologies Inc, 18.600 674.788 845,138
Minnesota Mining & Mfe, Co. 335,000 39.798.902 43,903,438
Minnesota Power & Light Company 26.800 152,265 1,167,475
Mirage Resorts Incorporared 116.400 2.403.385 2.648.100
Mobil Corporation 305.800 14,824,472 22.074.938
Modine Manufacturing Company 24.600 738.278 839,475
Molex Incorporated 129.687 2.861.041 4,166,195

771,600 26,988,855 32,407,200

Monsanto Company

Note  Dollar umounts ure rounded 10 the nearest whole dollar. Columns will not add.

PERS COMPREHENSIVE ANNUAL FINANCIAL REPORT FOR 1997 « 69



!
Name Shares Cost Fair Value i
Montana Power Company 45,000 S 1013912 S 1428750 gﬂ
Moore Corporation Limited 19,658 988,718 751.077 4
Morgan S D Witter Discover & Co. 224,585 6.180.583 13.278.588 i
Morgan, J. P. & Company 72.400 5,630,484 8.172.150 E
Morton International Inc.  New 294,800 8.798.504 10,133,750 |
Motorola Incorporated 1.181.000 82.745.553 67.538.438 1
MSC Industrial Direct Class A 1,000.000 28.152.760 42,000.000 %
Murphy Oil Corporation 37,000 1416983 2.004,938 3
Mylan Laboratories 514,500 10.624.162 10772344
Nubors Industries 491.500 15921316 15,543.688
Nacco Industries Class A 3.200 168,828 343.000 3
Nalco Chemical Company 211.000 8.344.905 5.347.688 g
~National City Corporation 446,400 16,292,049 29,350,800 f
National Fuel Gas Company 31,100 933.993 1,514,181 £
Natonul Semiconductor Corp. 282,900 8.532.136 1,337,719 ?
National Service Industries, Inc 25.600 853.898 1,268,800 §
Nationsbank Corporation 1.006.600 53.935.753 61.213.863 i
Nationwide Financial Services 176.600 4150.100 6.379.675 §
Navistar International 41,000 523,349 1.017.313 %
NCH Corporation 6.100 349.353 399.550 g
NCR Corporation 83,500 2,466,428 232234 %
NCS Healthcare, Inc. Class A 500.000 12,062,251 13,187,500 *
Nevady Power Company 39.900 851.816 1,059,844 ;
New Century Energies Inc. 85.415 2,837,129 4,094,582 §
New England Electric System 53,500 1.993.565 2,287,125 ;yg
New Holland NV 380.000 10.260.053 10,046,250 3
New York State Electric & Gas 57.800 1.-49.52] 2,051,900 §
New York Times Company Class A 175,200 7.129.634 11,585,100 §
Newell Compunies 349,400 12,408.224 14,849,500
Newmont Mining Corporation 248,730 10.080,174 7,306,444 é
Newport News Shipbuilding 28.200 466.033 717,338 %
Nextel Communications 186.200 3.082.659 4.841.200 #
Nextlevel Systems Inc. 53,300 919,483 952,738 g
Niagara Mohawk Power Corporation 56,000 847.850 588.000 7%
Nicor Incorporated 28,700 835.577 1,210,781 E
Nike Incororated Class B 163.100 5.579.130 6.371,094 i
Nine West Group Incorporated 29.400 1.244.360 762.563 %
Nipseo Industries Incorporated 49.900 1,760.376 2,466,931 é
Noble Atfiliates Incorporated 686,800 19.413.851 24,209,700 S
Noble Drilling Corp. 607.900 16,792,584 18,616,938 =
Nordson Corporation 14,700 838.315 674,363 2;,
Nordstrom [ncorporated 31.600 1,228,806 1,907,850 g
Norfolk Southern Corporation 205.600 5.804.795 6.270.800 4
Northeast Utilities 105,700 2,527,082 1,248,581 &

Note Dollar umounts are munded 1o the nearest whole dollar. Columns will not add,
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Name Shares Cost Fair Value
Sorthern States Power Company 193,700 5 8322761 511,283,025
Sorthern Telecom Limited 130.200 6.098,774 11,555,250
Northern Trust Corporation 92,200 2.171.334 6,430,950
~orthrop Grumman Corporation 31.700 2014218 3,645,500
~orwest Corporation 1,622,900 38.270.074 62.887,375
~ova Corporation 500.000 8.487.184 12,500.000
sovacire Incorporated 49,900 341,487 654,938
~ovell Incorporated 137.000 2.152,114 1,027,500
~ucor Corporation 34.000 1.838.985 1,642,625
Qccidental Petroleum Corporation 125,400 3.027.836 3,675,788
Ouveaneering Intzrnational Corp. 1,300,000 15.138.650 25,675,000
OEA Incorporated 16,900 501,518 489,044
Otice Depot Incorporated 3.129,500 76.308.063 74,912,406
Otticemax Incorporated 2.998.400 39.770.082 42,727,200
Ogden Corporation +1,000 829,395 1,155,688
Oue Energy Corporation 33.200 1.272.930 1,821,094
OId Kent Financial Corp. 78.000 2435749 3.090.750
Old Republic International Corp. 72,300 =350,744 2,688,656
Olin Corporation 41,200 1.137.815 1.931,250
Olsten Corporation 65.900 1,573,722 988.500
Ommnicare Incorporated 3.063.600 67.525.146 94,971,600
Onmicom Group 31.100 1.051.052 1.317.863
Oneok Inc. New 13,900 335.701 561,213
Oracle Corporation 742,825 16.474.981 16,574,283
Oregon Steel Mills [ncorporated 21,200 342,705 451,825
Oryvx Energy Company 40.600 579,031 1.035,300
Qutback Steakhouse [ncorporated 39.600 1.312,983 1,138,500
Overseas Shipholding Group 29.900 609.533 652,194
Owens Coming 20.000 812.527 682.500
Owens llinois 70.800 2.473.199 2.685.975
Oxford Health Plans Incorporated 62.800 3.760.150 977,325
Paccar Incorporated 42,600 1.024,754 2,236,500
Pacific Century Financial Corp 66.800 1,130,403 1,653,300
Pacific Enterprises 46,300 1,249,439 1,742,038
Pacificare Health Systems - Class B 31.684 2,286,743 2,286,743
Paciticorp 163.800 3.268.092 4,473,788
Paine Webber Group 114,750 1,576,043 3,966,047
Pall Corporation 398.400 9.314.453 8.241,900
Parametric Technology Corp. 405.600 18.205.429 19,215,300
Parker Drilling Company 53.900 321.857 656,906
Parker-Hannifin Corporation 149,250 +4.165.432 6,846.844
Paychex Incorporated 88.500 1.691.201 4,480.313
Payless Shoesource Incorporated 33,300 935.577 2,235,263
Paymentech Inc, 1.300.000 33.162,878 19,175,000

Note: Dollar amounts are rounded to the nearest whole dollur. Columns will nor add.
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Fair Value

Name Shares Cost
PECO Enerey Company 306.500 S 7.778.468 S 7432625 8
Penney. J.C. Company 704.700 36.098.48 1 42,502,219 &
Pennzoil Company 188.100 9,126,552 12,567,431 8
Pentair Incorporated 31.000 760,506 1.114.063 3§
Peoples Energy Corporation 19.400 594.706 763.875 §t
PEP Bovs-)Manny Moe & Jack 52.100 1,621,467 1.243.888 4
Pepsico Incorporated 2.606.000 73,197.317 94.467.500 §
Perkin-Elmer Corporation 23.100 973.023 1.641.544 }
Perrizo Company 63.100 810.795 843,963 §
Pfizer Incorporated 1.667.500 51.871.585 124.332.969 ¥
PG&E Corporation 1,278.700 31,356,699 38,760,594 3¢
Pharmacia & Upjohn Incorporated 197,400 7.656.359 1.229.775 4
Phelps Dodge Corporation 35.000 2,120,182 2,178,750 ¥
Philip Morris Companies. Inc. 2812400 79944126 [27.261,100 ¥
Phillips Petroleum Company 615.700 29,119,827 29938413 %
Pierce Leahy Corp. 260.000 5.716,400 5.330.000 3
Pinnacle West Capital 72.100 1.920.789 3.055.238 -
Pioneer Hi-Bred International 42.800 ~483.899 4,590,300 ;
Pioneer Natural Resource 29.400 575.028 852.600
Pineyv Bowes Incorporated 79.800 3.692.338 7.177,013
Pittston Company - Brinks Group 34.300 742,845 1380575 &
Placer Dome Incorporated 480,300 10.789.288 6.093.806
PMI Group Incorporated 28.900 1.454.528 2089831 §
PNC Bank Corporation 734.800 21.158.189 41.837.675 ¥
Polaroid Corporation 24,100 1.063.843 1.173.369
Policy Management Systems Corp. 15.000 727.780 1.043.438
Potash Corp. Of Suskatchewan Inc. 500,000 32.361.076 41.500.000 &
Potlatch Corporation 129.900 5.853.465 5.585.700 %
Potomac Electric Power 97.700 2.309.637 2,521.881 37
PP&L Resources Incorporated 90,700 2.203.403 2,171,131 %
PPG Industries Incorporated 72.300 3.383.587 4,130,138 %
Praxair Incorporated 339,300 17.044.632 15268500 3
Precision Castparts Corporation 19.700 745.350 1,188,156
Premark Intemational Inc. 50.600 1.623.837 1,467,400 13
Price. T. Rowe Associates 47.200 k352,991 2.967.700
Pride International I[nc. 850.000 24,427,940 21,462,500
Procter & Gamble Company 1.835.800 75.106.970 146.519,788 :
Progressive Corporation - Ohio 40.000 2,483,000 4795.000 3
Promus Hotel Corp. New 71.225 2.230.896 2991450 :
Provident Companies Incorporated 75.200 1.034.308 2,904,600
Providian Financial Corporation 282.300 10,446,224 12,756,431
Public Service Co. of New Mexico 34,400 563.043 814,850
Public Service Enterprise 94.900 2,667,493 3,019,006
69,400 1.639.287 2,095,013

Puget Sound Power & Light Co.

Note: Daollur amounts are rounded 1o the nearest whole doflar  Columns will not add.
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Name Shares Cost Fair Value
pulte Corporation 9.200 S 263,705 S 384,675
Quaker Oats Company 414,100 16.900.873 21.843,775
Quaker State Corporation 29.600 413.699 418,100
Quantum Corporation 93,400 1.050.223 1.913,963
Questar Corporation 33.700 1.022.043 1.503,863
Quorum Health Group Inc, 319.600 $.125.951 8,349,550
Ralston Purina Group 224,000 17.891,001 20,818,000
Ranger Oil Limited 81.300 475,198 558,938
Rayvchem Corporation 34.800 990.514 1,498.575
Ruyonier Incorporated 24.200 887.994 1.030.013
Raytheon Company Class A 318.384 10.950.968 15.720,210
Rayiheon Company Class B 129.300 5.913.527 6,354,900
Ruytheon Company 14,400 720.181 720,181
Reebok International Limited 21,900 714.211 630,994
Regions Financial Corporation 103.200 2,232,143 4,353,750
Reliastar Financial Corporation 430,000 9,338,445 17,710,625
Repsol S.A. - ADR 1.184.400 48,191,701 50,411,025
Republic New York Corporation 122,300 ) 1.358.006 13,965,131
Revnolds & Reynolds Company Class A 66.700 1.153.513 1,229,781
Revnolds Metals Company 28.500 1.591.278 1,710,000
Rite Aid Corporation 94.400 3.385.056 5.546.000
RJR Nabisco Holdings -195.000 18.295.375 18.562.500
Robert Halt International. Inc. 73.350 2.137.077 2,934,000
Rockwell International Corp. 130.300 5.685.293 6,818,623
Rocky Shoes & Boots Ine. 250.000 4.718.382 3,812,500
Rohm & Huas Company 23.300 1,623,370 2422475
Rollins Incorporated 29.200 664,131 591,300
Rowan Companies [ncorporated 268.300 9.227.371 8.183.150
Roval Dutch Pete Co. §36.400 29.056.463 43,322,425
RPM Incurporated-Ohio 79.875 1.041,082 1.218.094
Rubbermaid Incorporated 58.000 1.,622.780 1,450,000
Ruddick Corporation 38.300 480.301 667,856
Russell Corporation 14,900 +H4.402 395,781
Ryder System lncorporated 31,300 805.416 1.031.625
Safeco Corporation 148.900 6.385.449 7.258.875
Safety-Kleen Corporation 31,200 484,574 856,050
Sara Lee Corporation 1884400 6.469.006 10,609,275
Sbarro Incorporated 16.800 373412 442,050
SBC Communications Incorporated 1,279,743 67.018.277 93,741,175
Scana Corporation §7.000 2.138.153 2,604.563
Scherer, R. P. - Delaware 919400 40,778,597 56.083.400
Schering-Plough Corporation 287.000 8.002.149 17.829,875
Schlumberger Limited 192,600 6.201.806 15,504,300
13.100 866,278 491,230

Scholastic Corporation

Note: Dollar amounrs are rounded 1o the nearest whole dollar. Columns will not add,
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Name Shares Cost Fair V&]TJZ‘%
Schulman, A. Incorporated 31,000 s 713391 S 7788738
Schwab, Charles Corporation 101,530 1.500.214 4,258,753 &
Sci Sys Inc. 48.800 1.538.481 2,125,850
Scientific-Atlanta Incorporated 29.800 536,541 499,150 &
Seagate Technology 138,000 4.052,973 2,656,500 %
Seagram Company Limited 846,100 19,894,748 27,339,606 :
Seagull Energy Corporation 301.700 7,245,955 6.222,563
Sealed Air Corporation 35,000 932,801 2,161,250 &
Sears Roebuck & Company 793.600 13,690.935 35,910,400
Sensormatic Electronics Corp. 61,000 1.601,933 1.002.688§
Sequa Corporation Class A 8.200 223,183 533.513§
Sequent Computer Systems Inc. 28.000 552.376 560,000 '_.
Service Corp International 2.129.500 42,054,750 78,259,125 &
Service Merchundise Company 82,200 515,062 174,675 5{
Servicemaster Co, 80.000 2,322,764 2,340.000
Servicemaster Ltd. Partnership 1.602.000 42494117 46,858,500 E
Shared Medical Systems Corp. 12.800 612,764 844,800 &
Shaw Industries Incorporated 110,700 L 1.662.834 1,286.888 E
Sherwin-Williams C. 66,600 1,384,714 1,848,150 -
Sigma-Aldrich 301,700 10,039,125 11.992,575 %
Silicon Graphics Incorporated 94,700 2,460.376 1.165.994 ,;»:
Smith International. Inc. 133,000 11,081,174 11.231.625 %
Smucker, J. M. Company Class A 24,000 492,167 567,000 E
Snap-On Incorporated 31.850 1.030.439 1,476,706
Solectron Corporation 93.000 2,022,951 3.865.313 %
Solutia Inc. 95,800 1.909.110 2,556,663 &
Sonat Incorporated 46.900 1.656.483 2,145,675 .i
Sonoco Products Company 73.500 1.934.592 2549531 3
Sotheby's Holdings, Inc, Class A 45.800 654.273 858,750 %
Southdown Incorpurated 17.900 369,172 1,056,100 ?
Sauthera Company 886.000 21.060.115 22925250 ¢
Southern New England Telecom. 54.100 1.946.399 2,721.906 %
Southtrust Corporation 79.200 2,047,671 5024250
Southwest Airlines 84,300 1,490,243 2,075.888 !
Sports Authonty Incorporated 2,250,000 36.664.400 33,187.500 ’
Springs Industnes Class A 11.000 473,248 572,000 i
Sprint Corporation 235.600 8.663,726 13.812.050 .
St. Jude Medical Incorporated 35.700 141,848 1.088.850 .
St. Paul Companies 49,100 2,764,054 4.029.269
Standard Reaister Company 23.700 528.587 823,575 :
Stanhome [ncorporated 14,800 457,024 380.175 ‘
Stanley Works 61,100 1.575.671 2,883,156
Staples Incorporuted 132,500 2,353,752 3.676.875 |
Starbucks Corp. 63,300 1,895,348 2,429,138 }
g
Note Dollar amounts are roundded 10 the nearest whole doltar Columns will not add, 3
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Textron Incorporated

Nuge: Dollar umounis are rounded to the nearest whole dollar. Columns will not add,
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Name Shares Cost Fair Value
;;;_lg-: Street Corporation 3,300 S 1.280.972 S 3,683,269
§ srerhing Commerce Incorporated 2,609,960 68.312.946 100,320,338
H gewart & Stevenson Services 27.300 779.722 696,150
Srewart Enterprises Ine. 34,400 1433149 1,603,900
i Srane Container Corporation 145.200 2.004.455 1,579,050
:\‘:orngc Technology Corp. Class A 50.400 [ 493415 3,121,650
srratus Computer Incorporated 19,400 532,879 733.563
geructural Dynamics Research 27.400 554.119 616,500
5ty ker Corporution 79.700 1.889.513 2,968,825
summit Bancorp 136.050 3.738.128 7,193,644
sun Co. Incorporated Preferred D 975,000 27.837.371 34,978,125
Sun Company [ncorporated 28,700 772.001 1.207,194
§ Sun Microsystems Incorporated 491,800 15.723.811 19,610,525
Sunamericit Incorporated 76,330 1,265.385 3,263,963
Sundstrand Corparation 50,000 1,663.003 2,518,750
sungard Data Systems, Inc. 69.200 1.631.148 2,136,550
seatrust Banks [ncorporated §6.600 3,199,833 6,181,075
} Superior [ndustries International 23,400 690725 627,413
: Supervalu Incorporated 47.500 146,192 1.989.063
Svbron International Corp. 37.800 1,529.808 1,774,238
$Sumantee Corporation 45,200 1.197.284 991,575
; Symbol Technologies 32,100 782.249 1,211,775
il Senopsys Ine, 51.300 2202475 1.833.975
% Synovus Financial Corp 66,900 2.030.522 2,190,975
i Syvseo Corpuration 424,800 17414515 19.354,950
§ TCA Cable TV Incorporated 20,500 604.845 943.000
3 Tandy Corporation 323,500 7.123.840 12,474,969
il TCF Financial Corp. 74.200 2.399.559 2.518.163
& TCI Venwres Group 390.158 7,998,239 11,046,348
3 Teco Energy [ncorporated 96.700 2,274,122 2,719,688
Tecumseh Products Company Class A 18.000 905,883 877.500
Tekironix Incorporated 28.200 875.939 1,119,188
Tele-Comm TCI Group Series A 869.281 14,337,449 24,285,538
Teleflex Incorporated 20,800 604,795 1,124,950
3 Telephone & Data Systems, [ne. 50,400 2.022.249 2,346,750
2l Tellabs Incorporated 99,500 2.560.578 5.261.063
Temple-Inland Incorporated 21.600 1,008.249 1,129,950
1. Tenet Healthcare Corporation 255400 6.132.897 8,460,125
é Tenneco Incorporated 499,900 22,960,753 19,746,050
:i* Teradyne Incorporated 68.400 2.217.087 2,188,800
§ Texaco Incorporated 518.200 26,440,939 28,177,125
H Texas Instruments Incorporated 442,200 13.509.832 19,899,000
il Texas Utlities Company 412,785 14,493,224 18,375,578
§ 88.600 3.343.903 5,537,500
g
i
i



-

=Tamty

Union Texas Petroleum Holdings Inc.

Nute: Dollar amounts are munded to the nearest whole dollar. Columns will not add.

Name Shares Cost Fair Value §
Thermo Electron Corporation 81.100 S 2606317 S 3.568.400
Thiokol Corporation 15.000 515,383 1.218.750
Thomas & Betts Corporation 96.400 3.143.652 4,554,900 i
Tidewater Incorporated 301,100 15.851.436 16,673,413 3
Titfany & Company 28.400 661,808 1.024,173 :
Time Warner Incorporated 1.313.900 68.792.816 93.861.800 é’
Times Mirror Company Series A 179.700 8.971.060 11.051.550 .
Timken Company 24,400 513,077 838,750 ¥
TIX Companies Incorporated 56.600 751913 1.945.625
Torchmark Corporation 35.800 1.281.419 2,354,063
Tosco Corporation 588.000 18.216.681 22,233,750
Toys R US Incorporated 118.400 3.359.294 3,722,200
Transamerica Corporation 25.700 1.829.496 2,737,050
Transatlantic Holdings Inc. 28.500 1.340.805 2.037.750
Transocean Offshore [ncorporated 34.300 2.396.872 4.086.300
Travelers Group Incorporated 1.510.906 42.836.814 81,400,061 3
Travelers Property Casualty Corp. 624.000 22359352 27,456,000
Tribune Compuny 47,400 21342347 2.950.650
Tricon Global Restaurants 260.600 6.014.729 7.573.688
Trinity Industries [ncorporated 35,400 924.378 1,579,725 :
Triton Energy Limited 1.216.700 36.481.360 35512431 :
Trump Hotel & Casino Resorts Inc. 1.000.000 29.954.172 6,687,500
TRW Incorporated 70.800 2927324 3,778,950
Tupperwire Corporation 24.200 1.125.641 674,575
Tyveo International Limited New 236,000 5.707.477 10,634,750 *
Tvson Foods Incorporated Class A 179,250 3.057.140 3.674.625 ;
L' S F & G Corporation 45,800 659.925 1.010.463 };
U S Office Products Co. 112.200 2334949 2.201.925 ‘-‘
U S Rentals Incorporated 653.000 13.048.630 15,392,500 E
U.S. Surgical Corporation 290,700 7.420.307 8521144 1
U.S. West Communications Group 535.000 16.026.297 24,141,873 %
U.S. West Media Group 1,323,200 20,995,782 38,207,400 1
Uear International [ne, 37.700 1.767.225 1.505.6-+ §
Ultramar Diamond Shamrock Corp. 61.500 1.799.411 1.960.313 -
Unicom Corporation 276.000 7.960.094 8.487,000 3
Unili Incorporated 53.200 1.630.846 2,164,575 %
Unilever NV -NY Shares 944.800 44.924.909 58.990.950 3
Union Camp Corporation 153.600 8.738.772 9.857,025 ?sf
Union Carbide Corporation 70.900 2.561.274 3,044,269 :
Union Electric Company 57.200 2.031.889 2,473,900
Union Pucilic Corporution 503,100 31436971 31.506.638
Union Pacific Resources Group 97.270 2.523.891 2,358,798 3
Union Planters Corporation 32.100 22191101 3,536,288
530.000 10.524,814 11,030,625
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Name Shares Cost Fair Value
Lnisource Worldwide Incorporated 53,700 S 971943 S 765.225
NISYS Corporation 67.300 197.336 933.788
United Auto Group Incorporated 40,000 1.200.000 732,500
United Healtheare Corporation 313,400 14.859.260 15,572,063
United States Filter Corp. 1.858.600 63.973.347 55,641,838
United Technologies Corporation 112.000 3.615.392 8,155,000
Universal Corporation/Virginia 28.900 636,163 1,188,513
! Lniversal Foods Corporation 20.900 722025 883,025
: [pivision Communications Inc. 300.000 28.887.652 55,850,000
! LUnocal Corporation 382,100 24,132,509 22,592,756
; LUnova Ine. 1.000.000 [6.812.339 16,437,500
, LU'num Corporation 459.500 15.686.073 24985313
i LS Airways Group Incorporated 30.700 350.557 1.918,750
i L.S. Bancorp Delaware 153,761 8.902.065 17435497
l LU'SA Waste Servives Incorporated 148,300 4,726,447 5,828,625
: i UST Incorporated 73.000 2,292,085 2,696,438
; USN - US Steel Group 52,300 1.823.844 1.634,375
; USX - Marthon Group 111600 2326964 3.766.500
Ctilicorp United Incorporated +43.100 1.219.690 1.672.819
\" F Corporation 49,400 1.403.389 2,297.100
; Valero Energy Corporation 36.300 390,764 590.764
' | Valero Enerey Corporation 175.000 5.488.754 5.501.563
i Vanguard Cellular Systems Class A 34,100 821.845 434,773
! Varco lnternational 187.000 3.714.987 4.008.813
E Vartan Assoctates Incorporated 25.600 1.297.363 1,294,400
Vencor Incorporitted 57.000 1.999.047 1,392,938
. Viacom [ncorporated Class B 387.900 27.766.027 24,361,106
Viad Corporation 78.500 1.076.509 1.516.031
Viking Otlice Praducts. Ine. 68,900 1.916.803 1,502,881
Vishay Intertechnology [.353.025 48,315,982 36.593.152
I Vulean Muaterials Company 28.600 1.571.629 2,920,775
i VWR Scientitic Praducts Corp 357,100 14,713,332 15.738.075
! Wachuovia Corporation 47.636 2.163.002 3.866.,093
Walgreen Compuny 222.200 3.397.209 6.971,525
i Wallace Computer Services, Inc. 35.900 1.038.756 1,395.613
: Wal-Mart Stores Incorporated 2.968.100 76.005.992 117.054.4H
Wamaco Group Incorporated Class A 42,900 1.091 449 1,345,988
1 Warner-Lambert Company 402,800 42.241.885 50,022,725
Wiashington Gas Light Company 35.900 714,940 1,110,656
y Washington Mutual. Ine. 323.350 15.260.055 20,633.772
i Washington Post Class B 9.000 2,575,130 4,378.500
,i—; Waste Management Inc, New 2.49.000 6.446,628 6,847.500
é Watson Pharmaceuticals, Inc. 60.600 1.281.986 1.965.713
% Watts [ndustries Class A 22,400 511.909 634,200
% Sow [odlir emownts wre rounded o the nearest whole dvilee Columns will not add.
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Name Shares Cost . Fair Value
Wausau-Mosinee Paper Corp. 45800 S 899442 S 899,442 3
Weathertord Enterra Incorporated 43,000 1,127,146 1,881,250 g

Wellman Incorporated 25,700 628,485 501,150 #

Wells Fargo & Company 48.800 10.428.131 16,564,550 %
Wendy's [nternational, Inc. 216,000 4,868,752 5,197,500 %‘j
Western Atlas Incorporated 20,800 882,120 1,539,200 %
Westvaco Corporation 39,550 1,184,179 1,243,353 ;n_:’
Weyerhaeuser Company 471,200 19.874.862 23118250 ¥
Whirlpool Corporation 40,800 2,215.201 2244000 %
Whitman Corporation 285,800 7,292,064 7,448,663 %
Willamette [ndustries, Inc. 43,000 1,345,041 1384063 5
Williams Companies Incorporated 174,500 2,609,553 4,973.250 *
Wilmington Trust Corporation 28,100 850,186 1,752,738 g‘
Winn-Dixie Stores Incorporated 58,900 1,940,240 2,573,194 £
Wisconsin Central Transportation Corp. 40,700 1,297.313 951,363 %
Wisconsin Energy Corporation 91,700 2,340,858 2,636,375 #
Witco Corporation 46,700 1457467 1,905,944 {
Woolworth Corporation 51.600 867339 1.051,350 -
World Color Press Incorporated 1,000,000 20,326,453 26,562,500 %
Worldcom Incorporated/GA Class A 8,348,300 152,916,816 252,536,075 ~
Worthington [ndustries. Inc. 286,100 5,846,004 4,720,650 :
WPL Holdings Incorporated 25,400 754.202 841,375

Wrigley, W. M. Jr. Company 157,400 8,954,592 12,523,138
Nerox Corporation 433,600 25.053.319 32,032,200
Xilinx Incorporated 60,100 2,332,486 2,107,256
York International 35,700 1,603.342 1,412,381 ¢
YPF Sociedad Anonmia - ADR 1,600,000 40.477.693 54,700,000
Sub-Total, Equity 311,690,661  $10,159.017.055  $13.630.163.009
¥
REIT '?
Name Shares Cost Fair Value ¢
AMB Property Comp. 859,400 $19.255.958 $21.592.425 3
American General Hospitahty 620,000 13.107.201 16,585,000 3
AMLI Residential Properties 229,300 4,620,934 5101925 4
Apartment Investment & Memt. Class A 1,286,500 28,355,888 47,278,875 j
Arden Realty Incorporated 1,130,000 28.471,279 34,747,500 E
Bradley Real Estate Incorporated 1,272,646 22.518.061 26.725.566 %
Camden Property Trust 614,300 19.741.328 19,046,400 %
CBL & Associates Properties Inc. 150,000 2,771.800 3,703,125
Colonial Properties Trust 385,000 8.205.510 11,598,125 %
Commereial Net Lease Realty Inc. 1,643,000 21,430.565 29,368,625 :

Glimcher Realty Trust 1,500,000 30,375.000 33,843,750
Great Lakes Reit Incorporated 750,000 11,770,674 14,578,125

Note Dollar amounts are rounded to the nedrest whole dollur. Columns will not add.
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y Name Shares Cost Fair Value
: althcare Realty Trust 386900 S 10441303 § 11195919
: Highwoods Properties. Inc. 1.000.000 33.692.823 37,187,500
JON Realty Corporation 600,000 12.921,346 19,425,000
; JP Realty Incorporated 244,200 1.519,407 6.333,938
Kilroy Realty Corporation 500.000 12,299,461 14,375,000
koger Equity Inc. 1.064.900 21,619,848 23,361,244
Liberty Property 2,000.000 50,113,968 57,125,000
AMacerich Company $75.000 17,206,364 24,937,500
. \fack-Cali Realty Corporation 950,000 37,830,507 38,950,000
i Nleditrust Companies 720,960 20,271,702 26,405,160
A G | Properties 270.000 5,947,453 6,480,000
\lid-Amenca Apt. Communities Inc. 300.000 7.4:48,482 8,568,750
parkway Properties Incorporated 220,000 5,976,198 7,548,750
Regency Realty Corporation 440,000 7,148,441 12,182,500
Simun Debartolo Group, Inc. 1,500,000 34,956,533 49,031,250
Spicker Properties Incorporated 800,000 27.872.729 34,300,000
Storage Trust Realty 986,700 19,306,035 25,962,5:H
United Dominion Realty Trust 1.665.898 18.184,656 23,218,453
Urbin Shopping Centers, Inc. 477.600 9.356.832 16,656,300
Sub-Total. REIT 25442404 S 567,738,285 $ 707414248
GRAND TOTAL, STOCK 337,133,065  $10,726,755,340 $14,337,577,257
vate: Doftar ameuniy are munded to the ncarest whale dotliar Coluats will not add,
%
3
£

A B D, i S i 2054 S B &
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SCHEDULE OF FEE AND COMMISSION
PAYMENTS TO BROKERS*

YEAR ENDED DECEMBER 31 s 1897

Fees and Fees and
Individual or Firm Name Commissions Paid Individual or Firm Name Commissions Paiq
ABN AMRO Inc. S 122538 Instinet S 1,584 3
Autranet [ne. 69.300 Interstate Securities 23,280 .8
Baird. Robert W. & Co. Inc. 56.320  ISI Group Inc. 93,120 &
Bank America Robertson Stephens I08.822  James, Raymond and Associates, Inc. 111,963
Banyan Securities 53.012  Janney Montgomery Scott 23,500 &
Bear. Stearns & Co. Inc. 406,451 Jefferies & Company, Inc. 158,559 =&
Berean Capital 28.800 Jones & Associates 45,762 t’?,
Bernstein. Sanford C. and Co. Inc. 282.086  ISA Research 6.000 g;
Blair, William and Company 211729 Keefe, Bruyette & Woods, Inc. 26,460 §
Boston I[nstitutional Services Inc. 27,130 Legg Mason 88,072 =
Brudford. J.C. & Company 72,287 Lehman Brothers 1.906,732 4§
Bridge Trading Company 2| 772 McDonald & Company Securities Inc. 144,741 %
Brooks Securities 33714 Merrill Lynch. Pierce. Fenner & Smith Inc. 1.234,396 %
Brown Brothers Harriman & Co. 66.114  Midwest Research 31,548 &
BT Alex Brown Inc. 452449 Mitchell Securities 23450 4
Buckingham Research 3.000 Monness, Crespi, Hardt & Co., Inc. 152,088 %
Cuntor Fitzgerald & Co. 205.355 Montgomery Securities 313,733 §
The Chapman Company 6.660  Morgan, J.P. Securities, Inc. e 652,282
CIBC Oppenheimer Corp. 21.600 Morgan Stanley & Company. Inc. 902900 %
Cleary Gull Reiland & MceDevitt Ine. 26,093 Nat West Securities Corp. 154,673 §
Compustat 6.000  Noah Financial 46,320 :'a;
Conning & Company 47.291 Nutmeg Securities, LTD 56487 %
Cooper. Wolpert & Margoshes 12,642  The Ohio Compiny: S5
Covato/Lipsitz Inc. RISHIR O'Neil. William & Company Inc. 43.026 }
Cowen & Company 152,891 OTA Ltd.. Partners 30439 %
CS First Boston 1130179 Paine Webber. Inc. 527,581 3
Dain Bosworth 26,100 Piper Jaffray Inc. 60,654 2
Dean Witter 109,704 Prudential Securities Inc. 895,170 2]
Deutche, Morgan. Grenfell Inc. 322,856 Pryor, McClendon. Counts & Co. 31194 "‘
Donaldson. Lutkin & Jenrette Securities Corp. 1.139.777 RBC Dominion Securities Corp. 19,332 315'
Edwards. A.G. & Sons. Inc. 156.540  Salomon Brothers Inc. 359.605 %
Everen Securities 163.012  Schroeder & Co., Inc. 294.008 A
Factser Data Systems Inc, 113,773 Smith Barney 892,140 3
First Call Corp. 165,150 Soundview Financial Group 16,426 4
Fox-Pitt. Kelton 522)  Standard & Poor's Securities 60.150 3
Furman Selz LLC 41.115  Stock Val Incorporated 64,638 kL
Gerard Klaver Mattison & Co.. Inc. 66.702 Sun Trust Equitable Securities 40,479 5
Goldman, Sachs & Company 691.104  Tucker Anthony 18,243 b
GS * Securities. Inc. 54791 UBS Securities LLC 205.213 ¥
Hambrecht & Quist LL.C 16,443 UST Securities Corp. 42978 ¥
Helston Securities 14,970 Washington Research Group 59,552 J,:.
Howard, Weil, Labouisse. Friedrichs Inc. 42,688  Wellington, H.G. & Co. Inc. 63,695
I/B/EIS 19.101 Wosczyna. John 10,500 3

TOTAL

$17,002,087

* The fees and commissions include both actual and imputed amounts. Also included, although not a direct expense to PERS, are
fees paid to brokers by companies issuing new securities purchased by PERS. During 1997, actual fees and commissions paid by

PERS were S8.913.414.
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INVESTMENT SUMMARY

oy R R

Percentage Percentage
of Total of Total
Fair Value Fair Value Fair Value Fair Value
Fized [ncome:
L.S. Government & Agencies $11.019.723.,048 247% S12,951.214.310 32.9%
Corporate Bonds 5.282.010.945 11.8 2.914,288.885 7.4
Canadian Bonds 337,714,424 1.2 505.978.354 1.3
Morgage & Mortgage Backed 6.199.450.676 13.9 5.530.268.966 14.1
Total Fixed Income 23.038.899.093 51.6 21,901,750.515 55.7
Common Stock 13.630.163.009 30.5 11109419510 28.2
Real Estate 4,091.670,490 9.2 2,795.268.017 7.1
Venture Capital 36.032.707 0.1 26,847,133 0.1
International 1.152.262.218 2.6 863.183,792 2.2
Short-term Investments
Comumercial Paper 859.399.976 1.9 921.466,773 2.3
L.S. Treasury Obligations 1.812,773,962 4.1 1,729,022 887 4.4
TOTAL $44.621.201.455 100.0% $39.346.958.627 100.0%
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REPORT OF THE ACTUARY

GABRIEL, ROEDER, SHMITH & COMPANY

Consultants & Actuaries

1000 Town Center o Suite 10C0 e Southheld, Michigan 48075 s 248-799-9000 « 30C-521-0498 » lax 248-799-9020
March 26, 1998

The Retirement Board

Public Employees Retirement System of Ohio
277 East Town Street

Columbus, Ohio 43215

Dear Board Members:

The basic financial objective of the Public Employees Retirement System (PERS) is to establish and
receive contributions which

(1) when expressed in terms of percents of active member payroll will remain approximately
level from generation to generation, and which

(2) when combined with present assets and future investment return will be sufficient to meet

the present and future financial obligations of PERS. -

[n order to measure progress toward this fundamental objective, PERS has annual actuarial
valuations. The valuations (i) measure present financial position, and (ii) establish contribution rates
that provide for the current cost and level percent of payroll amortization of unfunded actuarial
accrued liability over a reasonable period. The latest completed actuarial valuations were based upon
data and assumptions as of December 31, 1996. These valuations_indicate_that the contribution rates,

established by the Retirement Board, for benefits then in effect, meet the basic financial objective.

The actuarial valuations are based upon financial and participant data, which is prepared by
retirement system staff, assumptions regarding future rates of investment return and inflation, and
rates of retirement, turnover, death, and disability among PERS members and their beneficiaries.
The data is reviewed by the actuary for internal and year to year consistency as well as general
reasonableness prior to its use in the actuarial valuations. It is also summarized and tabulated for the
purpose of analyzing trends. The assumptions were adopted by the Retirement Board and were
based upon actual experience of the Public Employees Retirement System of Ohio during the years
1991 to 1995. The assumptions comply with Statement 25 of the Governmental Accounting
Standards Board. Assets are valued on a market related basis that recognizes each year's difference
between actual and assumed investment return over a closed four year period.

Combined experience was favorable during 1996. For both pensions and retiree health there was a
decrease in the periods over which unfunded accrued liabilities are being funded. There is reason to
believe that initiatives adopted by the Board will have a continued stabilizing influence on
experience under the Post Retirement Health Care Program.

Based upon the valuation results it is our opinion that the Public Employees Retirement System
of Ohio continues in sound condition in accordance with actuarial principles of level percent of
payroll financing.

Respectfully submitted,
GABRIEL, ROEDER, SMITH & COMPANY
~ ~
\ .

a7t

Brian B. Murphy,

NLJ/alv
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SUMMARY OF ASSUMPTIONS

Adopted by Retirement Board after consulting with
Avtuary.

Funding Method. An entry age normal actuarial cost
method of valuation is used in determining benefit liabilities
and normal cost. Differences between assumed and actual
experience (actuarial gains and losses) become part of
unfunded actuarial accrued liabilities. Unfunded actuarial
acerued liabilities are amortized to produce payments which
are level percents of payroll contributions. Adopted 1975.

Economic Assumptions. The following economic
assumptions are used by the Actuary:

Investment Return, 7.75 percent, compounded annu-
ally, for all members and beneficiaries. Adopted 198

Active Employee Total Payroll. Increasing 4.75
percent annually, compounded annually, which is the

Y.

inflatton portion of the individual pay increase assumption.

[ ettect, this assumes no change in the number of active
cmployees.
Individual Employee Pay Increases. An employee's
pay is assumed to increase each year. in accordance

Assets Valuation Method. For actuarial purposes,
assets are valued utilizing 4 method w hich recognizes book
value plus or minus a percentage of realized and unrealized
investment gains and losses. Adopted 1988.

Valuation Data, The data about persons now covered
and about present assets was furnished by the System's
administrative staff. Darta is examined for general reason-
ableness and year-to-year consistency. but is not audited by
the Actuary.

Decrement Assumptions. The following tables of
probabilities, adopted in 1981, for the indicated risk areas
are used by the Actuary.

Mortaliry. The tables used in evaluating allowances to

be paid were the 1971 Group Annuity Monality Male

and Female tables, projected in 1984,

Retirement. Probabilities of age and service retirement

applicable to members eligible to retire (adopted 1991)

are:

% Retiring Next Year

g s g

T A,

with a table consisting of a percent increase for each Retirement S el Law
. . - X . Age Men Women Men Women Enforcement -
age. For sample ages. the following table describes T e ST e :
) . _— e . e 2 236 3 2
annual increase percents. Adopted 1991, 55.58 T 50 o 0 S g
59 18 2 20 20 20 3
60 20 22 25 25 15 '
Merit & Lacrease 61 2 ) ) kI E !
Age Seniority Inflation Next Year 62 23 30 T 30 s
State Local  Law State Local Law 63 25 30 8 30 15
W 262%240% 3.00% 4795% 737% 115G 785 g;_‘ SN 29— '8
H0__1.66 170 190 475 64l 645 645 - = ;8 = 2 ;0 :
SO 088 100 114 475 563 5.75 3.8Y. 67 .',J ;0 ;[') .",(') :,5
= : 2 aes : e 2 2 N 2 2
60) 0.54__ 034 070 4.75 3.9 529 343 63 33 20 30 30 55
69 25 20 20 20 30 )
70 100 100 100 100 100 :
Turnover. Probabilities of separation {rom ,,1!
employment before age and service retirement because of- .
death. withdrawal or disability are;
% Separating Within Next Year !
Withdrawal ; i
Sample  Years of Death State Law Local Disabhility I
Ages Service Men  Women Men  Women Enforcement Men  Women Men  Women i
_ 0 39.00% 35.00% 18.00 % 36.00% 34.50% ;
) 1 ) 17.00 17.00 10.00 17.00 18.00 !
o 2 B 13.00 1400 8.00 13.00  14.00 ;
o 3 9.00  10.00 7.00 10.00_ 11.00 i
. 4 6.50 3.00 6.00 8.00 5.00 ‘
30 S&ower  03%  03% 516 666 3.52 540 7.8 1% 08% =
40 Al .06 3.36 4.00 2.32 3.52 440 .39 .26 i
50 34 13 228 290 .62 282 3.6 91 63 £
60 .84 B2 .60 .70 .50 .60 .80 1.97 1.64
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ACTUARIAL VALUATION DATA

Retired Lives
Annual

Active Members

Annual

1 valuation Payroll Average % Increase in Allowance Average
Year Number ($ Millions) Pay Average Pay Number (S Millions) Allowance
1987 238,981 S4.864 S18.782 5.27% 100.010 5363 $5.652
1988 264.868 5.307 20.036 6.68 103.150 603 6.108
1989 270.683 5.597 20.677 3.20 105.643 715 6.768
1990 277,963 6.036 21,713 5.02 107.177 762 7.109
1991 324,948 6.651 20463 (5.74) 108.971 820 7.525
1992 333.848 6.389 20.635 0.82 111779 896 8.016
1993 339,190 7.236 21.333 3.38 113.950 963 3.469
1994 343,477 7.625 22019 3.68 116,001 1.024 8.828
(993 344,632 1.973 23135 4.59 118.280 1.106 9.351
[996 352,408 8.340 23.666 2.30 121,219 1.216 10,031

SHORT-TERM SOLVENCY TEST

In a system that has been following the discipline of
level percent of payroll financing. the liabilities for active
member contributions on degosit (1) and the liabilities for
future benefits to present retired lives (2) will be fully
covered by present assets (except in rare circumstances).

The PERS hinancing objective is to pay for the benelits
through contributions that remain approximately level from
vear Lo year as a percent of member payroll. If the contri-
butions to the System are level in concept and soundly
evecuted, the System will pay all promised benefits when

due = the wliimate west of financial soundness.

In addition. the liabilities for service already rendered by
active members (3) will be partially covered by the remain-

Astorterrsohv ey st one TeTs ot Theckime
watem's progress under its funding program. In a short-
wri solvency test. the plan’s present assets (cash and
imvestments ) are compared with: 1) active member
contributions on deposit; 2) the liabilities for future
benelits o present retired lives; 3) the liabtlities for service

der of present assets. Generally, if the system has been
using level cost tinancing. the funded portion of (3) will
increase over ime. Columa (3) being fully funded is very
rare.

[tis wise to pay attention to both lundamental and

Aready rendered by active members, short-term solvency lests.

ACCRUED LIABILITIES ($ AMOUNTS IN MILLIONS)

(n (2) 3) Portions of Accrued
Active Retirants Active Members Liabilities Covered by
Vuluation Member and (Employer- Valuation Reported Assets
Yeur Contributions Beneficiaries Financed Portion) Assets (1) (2) 3)
1987 52,615 S 6.111 S 11,556 $14.899 1007 100% 53%
1988 2.843 6.384 12,651 16,515 100 100 54
1989 3.076 7510 13,208 18.550 100 100 60
1990 3.386 7.981 14.826 20.635 100 100 63
1991 3.720 8.582 16,169 23,097 100 100 67
1992 4,062 9,403 17.536 35,969 100 100 71
1993 4481 10.010 19.688 29,251 100 100 75
1994 4,893 10.605 20,710 31771 100 100 79
1995 5.299 11,477 22,378 34.877 100 100 8l
1996 - 3.681 12,531 14,419 30.534 100 100 85

* Does not include assets set aside to pay healthcare benefits.
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z
ACTUAL VS. RECOMMENDED CONTRIBUTION RATES
=

The Board adopted all contribution rates as recommended by the Actuary. 3

B
ANALYSIS OF FINANCIAL EXPERIENCE
Guins & Losses in Accrued Liabilities
Resulting From Differences Between Assumed Experience & Actual Experience
Gain (or Loss) for Year
Type of Activity $ in Millions :
1996 1993 1994 1993 .
Age & Service Retirements. $ 19.9 S 287 $ 200 S 158 X
I members retire ut older ages than assumed, there
i~ again. I vounger ages, a loss.
Disability Benefits. 57.4 643 - 344 26.0
M disability claims are less than assumed, there is a gain.
[T more claims, a loss.

- . 'IN:L
Death-in-Service Annuities, 3.6 38 36.3 340 ¢
IF survivor claims are fess than assumed, there is i gan
I more claims, a loss.

Other Separations. (145.8) (273.9) (224.1) (198.0)

I more labilitiex are released by other separations than

assumed. there v a gain, 16 smaller releases, a loss,

Pay Increases. 274.0 3408 358.5 405.5

[T there are smaller pay increases than assumed. there s

a gain, IF greater increases, a loss,

Investment Return, 5735 394.6 46.7 983.3

I there is greater investment return than assumed. there

i a gain, I less return, a loss.

Health Insurance & Medicare Premiums. 560.1 (58.3) (294.1) (93.5)

It there are smaller increuses than assumed., there is a gain. i
I1' greater increases, i loss, !
Gain (or Loss) During Year from Financial Experience $1.342.7 5496.0 S472.5 51.175.1
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EMPLOYER CONTRIBUTION RATES

Survivor Past
Year Normal Health Benefits Service Health Total
State | 1988 5.43% 2.78 % 1.06% 3.36% 1.08 % 13.71%
1989 5.63 291 1.07 3.2] 0.89 13.71
1990 5.15 3.16 1.01 3.07 1.32 13.71
199 1* 5.48 3.34 1.01 2.40 1.08 13.31
1992 5.49 3.34 1.02 2.51 0.95 1331
1993 5.49 3.24 1.08 2.45 1.05 13.31
1994 5.34 3.37 1.07 2.61 0.92 13.31
1995 | 3.39 1.09 2.62 0.90 13.31
1996 5,57 3.54 109 2.36 0.75 13.31
1997 5.62 3.31 0.59 2.81 0.98 13.31
Local | 1988 5.00 % 3.18 % 1.05% 3.49% 1.23% 13.95%
1989 5.08 349 1.06 3.26 1.06 13.95
1990 4.65 3.92 0.99 2.89 » 1.50 13.95
199 |* 4.99 113 0.99 2.31 [.13 13.55
1992 5.02 4.17 1.00 2.42 0.94 13.55
1993 1.95 1.20 1.00 2.49 0.91 13.55
1994 4.81 4.29 0.99 2.64 0.82 13.55
9935 1.85 1.6 1.00 2.59 0.85 13.55
1996 516 . 444 - 100 ;.| 228 0.67 13.55
1997 5.57 4.29 0.59 2.28 0.82 13.55
: Law | 1988 _ 858%. 345% _. 155% -|_ 352% _ 1.00% .| 18.10%
Enforcement | 1989 8.64 3.90 155 2.89 112 18.10
1990 773 --433 " 145 | 334 125 |- 18.10
1991 8.23 437 145 1,03 0.82 1600
1998 - 808 soopAdbimrmld sod o 1205 5 03 T T 16007
1993 7.87 5.06 1.45 1.49 0.13 16.00
1994 77 B2l zand93L Lnlddll | T 116xxe | 096 iry| . 16707
1995 7.97 1.82 .56 1.28 1.07 1670
1996 ¢ 7815 7 Taes T 56 Ll o110 L . 094 T 16700,
1997 9.61 4.70 0.89 0.74 0.76 16.70

* Rate effective July 1, 1991
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DISBURSEMENTS BY CATEGORY

Post Retirement

Year Annuities Disabilities Other Systems Survivors CPI Legislative Increase
1938 S416.7538.803 S 51.623,775 $3.223.604 $34.735.329 S 80.337.076 $33.742.346
1989 463455461 37.151.688 4.061.810 36,392,135 02.146.600 53,475,739
1990 193081656  63.546.647 3,229,381 37,764,185 106.013.735 50389589
1991 531.188.927 70.423.067 3.484.009 39.601.327 120.558.352 47.510.253
1992 577,820,133 78.697.614 4.550.936 41,737,122 135.927.428 44,686,312
1993 620.080,3+48 91.337.107 4.636,808 43,855,109 151.763,785 +41.860.355
1994 655,822,239 105.602.623 5.222.468 46,229,029 167.031.125 39.123.353
1993 701.867.702 119.699.694 6.762.310 48.103.168 182.925.717 36.520.590
1996 757.995.460 138.848.062 4.734.682 50.844.206 199,783,533 39.127.634
1997 822,581,843 155.239.567 6.037.460 53,220,591 219,887.499 41,172,682
v
REVENUES BY SOURCE
Employers®
Contributions
Members' Employers’ as a Percentage Investment
Year Contributions Contributions of Coverced Payroll Income (Net) Other Total
19588 SH6.091.129 S 769,144,695 13.93% S1.4+H.226.325 S$10.160.620 $2.666,622.769
1989 476,415,655 804,745,873 13.95 1.823,780.073 2.535.968 3.107477.571
1990 517.629.799 §58.207.902 13.96 1.876.319.720 159.017 3.252.316438
1991 562.818.132 925.097.737 1375 2418425646 84,878 3.906,426.393
1992 389.700.557 971.602.348 13.51 2.648.454471 (189.141) 4,209.568.235
1993 639.366.713 1.012.814.909 13.51 2.683.394.902 * 592,395 +4.336.168,924
1991 679.907.661 1.063.570.715 1351 (134.383.505) 224,502 1.611.324.373
1993 698.987.279 1.107.696.800 13.53 6.134,722,598 - 263915 7.941.670.592
1996 737,292,990 [.181.597.072 13.54 2.848.125.681 * 867,738 4,767,881 481
1997 T73.100.594 1.233.637457 13.54 5421861077 * 754.023 7.429.353.151

* GASB 23 was advpted in 1994 and applied retroacusely to Junuasy 1 1993 As 3 result, net investment income includes net appreciation (depreciation) in fair value of

insestments for 1993 through 1997 which can create stgmiticant Muctiations
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» Health Care Death Benefits Separation Beneficiaries Other All ::;f,lwms
] $219.010.835 S1.919.432 S 76.778.952° $:4,099.350 S 341.831 $ 922,593,333
) 203.624.998 1.478.907 80.927.621 3.751.617 597.113 1,000,063,689
b 223,610,040 5.076.344 78.847.373 +4,080.822 22.637.292 1,090,277,064
\ 281.799.972 5,292,320 74.682.948 4,434,088 17,840,419 1,196,815,682
1 302.436.109 5.677.139 81.001.038 4,130,148 17.632.947 1,294,347,021
h_‘ 307.001.902 3203412 76.066.042 5.123.185 3.893.870 1,350,823,923
"\i' 327.573.426 5,718.038 86.026.417 5.403,248 1.760.429 145,517,395
\E 333.685.547 6.304.298 100.842.250 5,100.749 2,089,485 1,563,901,510
) 3649213858 5,987,329 102,212,756 5.598.156 2,232,831 1,676.578,507
R 3189.845.273 6.464.758 131,184.720 5,827,194 2,612,260 1,834,073.847
-~
o’
EXPENSES BY TYPE
Administrative
Year Benefit Payments Relunds Expenses Total
1983 S 841.373.200 S $1.220.133 $11.256.093 S 933.849.426

H 1989 914.787.338 §3.276,351 12,040,343 1,012,104.032

H 1990 984,711,577 103,565,487 13,398.269 [,103.675.333

h 1991 1.099.858.227 96.937,455 15.421.235 1.212,236917

" 1992 1.191,582.888 102,764,133 16,178,012 1,310,525.033
1993 1.265.738.826 $3,085.007 17.029.933 1,367.853.856

’ 1994 1.352,327.301 93.190,094 17.212.600 1.462,729.995

# 1995 1.435.869.026 108.029,484 18,232,175 1,582.130.685
; 1996 1.566,534.763 110.043.743 18,650.473 1,695.228.979
% 1997 1,694,449.,673 139,624,174 20.107.718 [,854.181,565
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SCHEDULE OF BENEFIT
RECIPIENTS BY BENEFIT TYPE

December 31, 1997

Amount of Number of
Monthly Benefit Recipients Annuities Disabilities Survivors

31-249 19.098 16,426 421 2,251
230-499 35.284 19,441 1.211 4.632
00-999 35.226 27.356 4,357 3513
1.000-1,499 20.501 16,037 3.971 793
1.500-1,999 11.668 9,126 2,372 270
2.000 & over 10.711 9,447 1,103 161
Totuls 122,788 97.833 13.335 11.620

SCHEDULE OF
AVERAGE BENEFIT PAYMENTS

Years Credited Service s

e

R (e

b

s

59 10-14 15-19 20-24 25-30 30+

Period 1/1/92-12/31/92

Average Monthly Benefit® $346.73 S437.57 S699.45 S1.015.78 51.300.72 $2,090.76

Averige Final Average salary S17.907d7 STISIS. 53 SIITEAIY S26TTET0 S2THA6TT0 SA36TTH

Number of” Active Recipients 487 1.182 992 926 859 1.531
Period 1/1/93-12/31/93

Average Monthly Benetit* $364.39 SdN8.43 577392 SEO2343 31.339.45 52.071.37

Average Final Average Salary $18.473.39 S21.328.32 52429343 $27.360.11 $30,336.43 $34.573.85

Number ol” Active Recipients 443 989 882 856 823 1,322
Period 1/1/94-12/31/94 i

Average Monthly Benefit® $321.28 5465.25 $706.38 S1.002.15 S1.288.96 $1.957.34

Average Final Average Sualary S17.905.28 SHILRT2] S24.,637.32 $37.143.98 §29.495.94 $33.939.05

Number of Active Recipients 454 1.204 940 309 873 1.310
Period 1/1/95-12/31/95

Average Monthly Benelit® S404.37 52217 5770.62 51.037.93 $1.377.20 32.123.09 -

Average Final Average Salary  S21.183.53 S23.836.18 $26.666.73 528.632.67 $31.791.37 $36.898.86

Number of Acuve Recipients 514 1.205 974 937 987 1.766
Period 1/1/96-12/31/96

Average Monthly Benefit® $360.21 $475.34 $773.26 $1.069.25 $1.377.57 $2.120.71

Average Final Average Salary  S19.283.77 $223,1.32.38 $27.064.44 $29.710.89 $32,122.95 $37.495.18

Number of Active Recipients 553 1.202 1.014 1,041 1.058 1.996
Period 1/1/97-12/31/97

Average Monthly Benefit* S381.23 3313.32 5799.57 51.089.63 51.400.02 52.233.63

Average Final Average Salary  $21.967.23 $25.137.98 $28.673.56 531.289.66 S33.908.45 540.650.23

Number ol Active Recipients 415 1.091 908 846 908 2,037

* “Average Monthly Benefit” includes post reticement and yearly 3% cost-of-living increases.
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_ NUMBER OF BENEFIT NUMBER OF NEwW BENEFIT
1 RECIPIENTS BY CATEGORY RECIPIENTS AND REFUND PAYMENTS
g year-end Annuities  Disabilities  Survivors  Total Year Annuities Disabilities Survivors Refund
1983 82.462 7.560 10.940  100.962 1988 5.731 703 513 23,547
5 1989 34.676 1916 10,957 103,549 1989 5.026 728 500 23,008
1990 85916 3.204 10981 105,191 1990 4.140 743 431 24,878
1991 87,364 8.670 11.068 107,102 1991 4,406 302 334 27.165
1992 $9.736 9.079 11,158 109,973 1992 5.330 793 305 38.894
1993 91.048 9.879 [1.256 112,183 1993 4,463 1,195 537 37.336
1994 92224 10.758 11,360 114,342 1994 4428 1,327 563 39457
1995 93.718 11,561 11426 116,703 1993 4.908 1,353 535 39,536
1996 95,739 12.5347 11310 119,796 1996 5.394 1.536 567 38.195
| 1997 97.833 13,335 11.620 122,788 1997 5.371 1,470 616 40.806
MEMBER COUNT MEMBER CONTRIBUTION RATES
Year-end  Active Contributing Inactive Total Year Regular Law Enforcement
1958 268,460 63.642 332,102 1988 8.5% 9.5%
1989 266.866 80.630 347,496 1989 3.5 9.5
1990 278.969 73.882 352,851 1990 8.5 9.5
1991 328,981 71.216 400,197 1991 8.3 9.0
1992 349,674 73.660 423,334 1992 8.5 9.0
1993 347,937 96.268 444,203 1993 8.3 9.0
1993 358,149 110,743 363,894 1994 3.5 9.0
1995 365,383 127,491 492.874 19935 3.5 9.0
1996 369,467 148.274 517,741 1996 8.5 9.5
1997 365,384 175.020 340,404 1997 8.5 9.0
: NUMBER OF EMPLOYER UNITS
i
! Calendar Law
| Year State  County Enforcement Municipalities Villages Miscellaneous Libraries  Township Totals
é 1988 240 239 186 341 601 298 251 1.309 3465
| 1989 260 241 197 341 605 309 254 1.310 3,517
! 1990 263 239 206 Ml 613 327 255 [.310 3,554
J 1991 163 237 2132 339 611 3 256 1311 3.556
1992 265 234 201 336 613 320 156 1.310 3,545
1993 280 238 214 REH 620 324 257 1.312 3,538
1994 287 238 207 340 634 340 257 1311 3,614
19935 288 238 208 40 651 354 256 1.310 3,645
1996 289 238 213 339 658 374 256 1,312 3.679
1997 292 236 226 333 666 379 236 1.312 3,705

PERS COMPREHENSIVE ANNUAL FINANCIAL REPORT FOR 1997 « 93

RS TR SRR 5



TOTAL

BENEFIT RECIPIENTS

{in thousands)

(15 in Millions)

TOTAL BENEFIT PAYMENTS

125— 1| |51.600—
120— A 1,400 —
L 1.200 —
[3— 1143
1l 1.000 — 2
$414
10— 109.9 800 — 'mu
107.1
05— 103, | 600 —
135

KT 400 —
100— l 200 —
U5 — e
e 85 89 90 91 92 93 94 95 96 97 0 88 89 90 91 92 93 94 95 96 97

FUNDING PROGRESS
tPeasion Only)

[T

()

80

60)

Ratio o Assels to Actwnl Accrued [sabilities

1989

1990 1991 1992 1993 1994 1995

1996

94 «» PERS COMPREHENSIVE ANNUAL FINANCIAL REPORT FOR 1997




) [y P bl i




PLAN STATEMENT

The Public Emplovees Retirement System of Ohio
(PERS) was created by the Ohio General Assembly to
provide retirement. disability. and survivor benefit pro-
grams for the public employees of Ohio. This summary
outlines the Ohio law which regulates PERS: however, it
cannot and does not change any of the provisions of the
OChio Revised Code.

MEMBER ELIGIBILITY

All public employees, except those covered by another
state retirement system in Ohio or by the Cincinnati Retire-
ment System. are required to become contributing members
of PERS when they begin public employment unless they
may be exempted or excluded.

The law provides for optional membership for elected
public officials. Students, not already members, working
for the public school. college, or university they are attend-
ing may be exempt from contributing to PERS by filing a
request for exemption within the first month of employ-
ment.

The following individuals are excluded from member-
ship:
) inmuates of state correctional institutions;
21 patients in hospitals operated by the Departments of
Mental Health or Mental Retardation:

I4) full-time faculty and administrative state employees in
the unclassified civil service of state colleges/universi-
ties who choose to participate in an alternate retirement
plan (ARP): and

15) board members of a sanitary district established under
Chapter 6115.

PERS provides special retirement coverage for certain
law enforcement officers. These include sheriffs and
deputy sheriffs employed after Jan. 1, 1975; full-time
township constables or police officers employed after Jan.
L. 1981; criminal bailiffs or court constables employed on
or after April 16, 1993 who were deputized by a county
sheriff and employed under Section 2301.12: or full-time
state university law enforcement officers under Section
3345.04 and full-time bailiffs or deputy bailiffs appointed
by the Hamilton County Municipal Court Clerk of Courts
under Section 1901.32(A)(3) employed on or after Nov. 6,
1996; whose primary duties are to preserve the peace, to
protect life and property. and to enforce the laws of Ohio.
Full-time county narcotics agents employed after Sept. 26,
1984 also are included. v

The following groups are eligible for the law enforce-
ment provisions if the individuals were employed on or
after Dec. 15, 1988: 1) full-time undercover drug agents as
defined in Section 109.79; 2) full-time liquorcontrol

3) patients in the Ohio Veterans” Home and residents of
county homes:

4) elected officials of public employers who have no
employees subject to PERS coverage;

5) employees of tlemporary help services who perform
services for public employers:

6) individuals serving on a temporary basis in case of fire,

storm, snow. earthquake. flood, or other similar emer-
gency:

7). persons employed under the federal Job Training
Partnership Act;

8) members of the Motor Vehicle Salvage Dealers Board
or the Motor Vehicle's Board:

9) employees of private contractors except public employ-
ees transferred with previously publicly-operated
functions and performing the same duties as before:

10) individuals performing services under a contract as an
independent contractor;

I'l) election workers who earn less than $500 per calendar
year;

12) firefighters except those who were members before
Aug. 3. 1992 and elected to remain members;

I3) board members of city or general health district boards
of health whose compensation is established in Section
3709.02 or 3709.05;

investigators with the Ohio Department of Liquor Control
engaged in the enforcement of Chapters 4301 and 4303:

3) full-time park officers under Section 1541.10, forest
officers under Section 1503.29, wildlife officers under
Section 1531.13, or state watercraft officers under Section
1547.521 with the Ohio Department of Natural Resources:
4) full-time park district police officers under Section
511.232 or 1545.13: 5) full-time conservancy district
officers under Section 6101.75; 6) full-time municipal
corporation police officers not covered by the Police and
Firemen's Disability and Pension Fund; 7) police employed
by the Ohio Veterans’ Home under Section 6907.02; 8)
special police employed by a state mental health institution
under Section 5119.14; 9) special police employed by a
state institution for the mentally retarded and developmen-
tally disabled under Section 5123.13. In order to enroll in
the law enforcement division a member must have a Peace
Officer’s Training School Certificate.

Law enforcement officers employed before the dates
indicated above are under this special retirement option
only if they elected this coverage as provided by the en-
abling legislation: otherwise, they remain under the regular
PERS schedule of benefits.
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CONTRIBUTIONS

Employers are required to make contributions to the
System on the basis of a percentage of reportable payroll
and at a rate based upon the recommendation of PERS’
actuary. Penalties and interest are added for late payments.
The state contribution rate is 13.31 percent. Local employ-
ers contribute 13.55 percent and employers in the [aw
enforcement division contribute 16.70 percent.

The current contribution rate for members is 8.5
percent of earnable salary. Members in the law enforce-
ment division pay 9.0 percent of earnable salary. Indi-
vidual accounts for each member of PERS are maintained
and funds contributed by the member are fully refundable
At service termination or death. In the first quarter of the
sear. members are sent a statement of their individual
account as of the previous Dec. 31. A report disclosing the
financial status of the System and describing major devel-
opments during the years at PERS is sent along with the
statement of account.

BENEFITS FOR
CONTRIBUTING MEMBERS

¢) anauthorized leave of absence. which did not
exceed one vear,

d) comparable public service that is not being used for
other retirement programs, except Social Security,
performed outside Ohio or with the federal govern-
ment or for which contributions were made to an
Ohio municipal retirement system;

e) service restored by redeposit which had been
cancelled by an earlier refund of PERS contribu-
tions;

f) service in an Ohio police or fire department and
covered by the Police and Firemen's Disability and
Pension Fund or service in the State Highway
Patrol and covered by the Highway Patrol Retire-
ment System that is not being used for other
retirement benefits;

service which was previously covered by a valid
exemption under PERS;:

(1]
~—

h) 35 percent additional credit on completed terms of
full-time contributing elective service or board,
commission, or othér public body service by
members who are appointed by the governor with
the advice and consent of the Senate;

6) service purchase by an employer under a retirement

incentive plan

L AGE AND SERVICE RETIREMENT

Members are eligible to retire at age 60 with at least
five years of total service credit. They may retire with a
commuted benetit as early as age 33 with 23 years of
service. With 30 years of credit, there is no ige require-
ment nor benelit reduction because of age.

Service credit allowed under Chapter 145 of the Ohio
Revised Code includes:

1) service for the state of Ohio or an Ohio political
subdivision of which contributions have been paid:

2) certain military service which interrupted contributing
public service;

3) any out-of-public service period of three vears or less

during which the member was receiving an award
under Workers' Compensation;

4=

previously unreported service in Ohio:

service purchased by the member for:

tn
—

a) other military service that is not being used for
other retirement programs. except Social Security;

b) prisoner-of-war service;

When a member files an application for age and service
retirement, a choice ol several plans of payment is avail-
able. The choices include benefits payable throughout the
member’s lifetime (Plan B-single life annuity) or in a lesser
amount during the individual's life but continuing after their
death to a spouse (Plan A) or to another designated benefi-
ciary (Plans C, or D-joint and survivor annuity). A benefit -
payable under Plan A, C, or D is the actuarial equivalent of
Plan B, but the payment to the member is reduced because
it is based on the combined life expectancies of the member
and the beneficiary. A fifth payment plan (Plan E-guaran-
teed period) is also the actuarial equivalent of Plan B, but
the payment is reduced to guarantee the period.

Benefit payments vary in amount depending on length
of public service, final average salary (FAS), age. and plan
of payment selection. Final average salary is determined by
taking the average of the three highest years of earnable
salary. In no case can the age and service formula benefit
exceed 100 percent of FAS or the limits under Intemal
Revenue Code Section 4135.
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DISABILITY BENEFITS

PERS members are eligible for one of two disabilitv
programs, the original plan or the revised plan. Employ-
ees who had contributions on deposit with PERS on July
29, 1992 had a one-time opportunity to select coverage
under one of these programs. Those employees hired afler
July 29, 1992 are covered only under the revised plan.
There are a number of features common (o both plans,

A member who has at least five years of contributing
service credit and becomes disabled for the performance of
duty may apply to the Retirement Board for monthly
disability benetits. Those members in the law enforcement
division do not need five years of service credit to apply for
disubility if the disabling condition was the result of an on-
duty illness or injury, or an injury which occurred during or
resulted from the performance of duty.

A member must go off the payroll because of a presum-
ably permanent disabling condition, either mental or
physical, which prevents performance of their job. No
more than two years must have passed since the member’s
job termination unless at the end of the two-year period. the
member was disabled and unable to file an application.

The member must not be receiving an age and service
retirement benetit. If the Retirement Board approves the
dixability application. the hengfiis effective the first day of

When the disability benefit under the revised plan ends,
the member may have the opportunity to apply for a service
retirement benelit or apply for a refund of the account,
which is not reduced by the amount of disability benefits
paid. The benefit amount would be the greater of: a) 2.1
percent of FAS multiplied by the vears of service (contrib-
uting and disability) not to exceed 43 percent of FAS, or
b) the regular or law enforcement benefit calculation using
only the member’s years of contributing service.

SURVIVOR BENEFITS

A refund of a member’s accumulated contributions is
available to a qualitied beneficiary who is designated by the
member or by law.

A member's beneficiary is determined by statutory
automatic succession unless a specific designation is made
in writing on a form provided by PERS. Listed below is
the order of automatic succession under Ohio law:

1) Spouse.

2) [Ifthere is no spouse. thg youngest dependent child
under age 18 (or under age 22 if a qualified student). If
monthly survivor benefits are selected by a legal
guardian for this child, payments will be determined on
the basis of all the children under 18 (or 22 if qualified

o= FICA Wreeege Bp= b= BEW- Iy JEas ey
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the month following the member’s service termination.
provided the member is otherwise eligible. A disability
benefit recipient may be required to have a medical exami-
nation at least once a year,

A disability benefit terminates under either plan if the
member is no longer disabled. returns 1o public service,
chooses to begin receiving an age and service benefit. dics,
or requests termination of the benefit.

The amount of disability allowance under the original
plan is based on the FAS and years of service with PERS.
plus the length of time between the effective date of disabil-
ity and age 60. The disability benefit cannot exceed 73
percent. nor be less than 30 percent of the member’s final
average salary. The benetitis fully taxable until normal
retirement age and then a specitied dollar amount each
month representing the return of taxed contributions is tax-
tree.

The benelit under the revised plan is based on the FAS
and years of service with PERS with no early retirement
reductions, but cannot be less than 45 percent or exceed 60
percent of FAS. The benefit is fully taxable as long as it is
received,

g
tent, dependent children, regardless of age, are in-
cluded.

3) If monthly survivor benefits are not payable or there
are no dependent children, all living children will share
equally in a refund of the account.

4) If there is no spouse or child(ren). a dependent parent if
that parent selects a monthly survivor benefit.

5) If none of the above, parents share equally in a refund
of the account.

6) If none of the foregoing. a refund of the account will be
paid to the estate.

Qualified dependent(s) may be eligible to receive
monthly survivor benefits it the deceased member: 1) had at
least 18 full months of Ohio service credit with three of
those months within the two and one-half years immediately
betore death, or 2) was eligible for age and service retire-
ment but did not retire and continued to work, or 3) was
receiving a disability benefit at the time of death.
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The dependents qualify for monthly benefits as follows:

) A surviving spouse age 62 or older (age 30 if the
deceased member had 10 or more vears of service
credit).

) A spouse with dependent child(ren) under age 18 or 22
if qualified student(s).

31 Dependent child(ren) under age 18 or 22 if qualified
student( <),

41 Dependent parent(s) age 65 or older.

31 Anincompetent spouse. incompetent child(ren). or
incompetent parent(s). at any age.

If'a surviving spouse remarries before reaching age 33,
rights to benefits, other than the joint survivorship allow -
ance, cease. The benefit will be resumed if the remarriage
ends in divorce. dissolution. annulment. or death within two
vears after the survivor benefit ceased.

Benelits for dependent children terminate upon mar-
riage. adoption, or during active military service. Also.
survivor benefits will be stopped after a dependent child
reaches age 18 unless proof is submitted that the child i
attending an institution of learning or training and pursuiny

nor is it the responsibility of the Retirement System. PERS
does not pay premiums, claims. or withhold any premiums
for this coverage.

Medicare Part B Reimbursement — Recipients who
are eligible for health care must enroll in Medicare B
(medical) when they become eligible for Medicare B even if
they are covered by health care through their current
employer. Proof of enrollment must be submitted and
PERS will then reimburse a recipient for the basic premium
cost of the Medicare B premium as long as the recipient is
enrolled in Medicare B. The amount is added to the
monthly benefit.

Cost-of-Living Adjustment — Once a benefit recipient
has received benefits for 12 months, an annual cost-of-
living adjustment is provided to benefit recipients in each
year the Consumer Price Index (CPI) shows an increase.
The adjustment is the lesser of 3 percent or the actual CPJ
increase.

REFUNDS

Full recovery of all contributions to PERS is guaran-
teed. Upon leaving all public employment in Ohio, a
member may apply for and receive their accumulated

e e m—————s

a program ol study equivalent to at Teast two-thirds of the
full-time curriculum requirements of the institution. Pay-
ments (o dependent parents stop in the event of remarriage.

ADDITIONAL BENEFITS

Health Care Coverage - PERS-provided health care
s not a statutorily-required benefit. Currently, when
applying for age and service retirement 2 member with 10
vears of Ohio service credit shall have PERS health care
plan coverage available. These 10 years may not include
out-of-state and/or military service purchased after Jan, 29,
198 1. service credit granted under a retirement incentive
plan. or credit purchased after May 4. 1992 for exempt
service, Health care coverage for disability recipients and
primary survivor recipients is available. Dependents of
eligible recipients may be covered through premium
deductions. Qualified benefit recipients also may be
eligible for alternative health care plans (HMOs) which
may require a premium deduction.

Members with less than 10 years of service credit ut
age and service retirement may obtain access to indepen-
dent health care coverage offered by our health care
administrators. This coverage is neither offered by PERS

savings. Employer contributions are not refundable.

Before a refund may be issued. the law requires three
months must elapse from the date certified by the employer
that the member terminated public employment. Ifa
member is also a member of the State Teachers Retirement
System or the School Employees Retirement System, an
application for refund from the other system(s) must have
been filed in order to receive the money from PERS.

If a refund is taken and the individual later returns to
covered employment for at least 18 months, the amount
refunded. plus interest. may be redeposited and service
credit restored.




COVERAGE AND BENEFITS
FOR RE-EMPLOYED RETIRANTS

After a member retires, re-employment in a job that is
covered by PERS. including service in an elected position,
may affect continuing receipt of an age and service retire-
ment benefit.

Retirants begin contributing from the first day of re-
employment at a rate of 8.5 percent of earmable salary.
State employers contribute 13,31 percent for these re-
employed retirants and local employers contribute 13.53
percent.

A retirant should not be re-employed for at least six
months after retirement from a PERS-covered employer. A
retirant who returns to work and has not been retired for the
required six months must contribute. but the current
retirement allowance for each month in which re-employ-
ment occurs during those six months will be forfeited.

All re-employed retirants must elect (o either:

1) receive compensation. have their retirement allowance
suspended for the period of re-employment and mahe
contributions toward a formula benelit, or

2) receive compensation. continue (o receive their retire-

non-elected official service. and. also is an elected official
contributing to Social Security for the elected position. their
elected service has no eftect on their PERS retirement. and
they are not PERS re-emploved retirants for subsequent
elected services.

A PERS retirant cannot continue to receive benefits
and work as an independent contractor under a contract for
any period of time for the employer from which they
retired.

A disability or age and service benelit recipient from
another Ohio system coming into PERS-covered employ-
ment should be retired for at least two months and must
begin contributions to PERS from the first day of employ-
ment. These recipients will earn only a money purchase
annuity based on the calculation of the sum of employee
contributions received for the period of re-employment,
plus allowable interest. multiplied by two.

ment allowance and make contributions toward a
money purchase annuity, which is based on the caleul-
tion of the sum of employee contributions for the period
of re-employment, plus allowable interest, multiphed
by two.

[I'the PERS retirant elects to receive both the retire-
ment allowance and salary for the re-employment period,
the employer must provide the re-employed retirant's
primary health care coverage if it is available 1o emplosees
in comparable positions. The employer health care cover-
age cannot be waived by the re-emploved retirant. Suspen-
sion or forfeiture of the retirement allowance interrupts the
retirant’s health care coverage. An elected official who
retires during a term of oftfice and who is re-appointed to
the position during the same term or is elected (o the
position for the next consecutive term can choose only the
option to have their retirement allowance suspended and
contribute to a formula benefit.

A person who is retired from PERS and retumns to
PERS-covered employment as an elected official is treated
as a re-employed retirant. A person who is retired from
another Ohio state retirement system and becomes a PERS
member as an elected official also is treated as a re-em-
ployed retirant. However, if a PERS member is covered for
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