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Board of Trustees*
Asof June 30, 2002

Nancy Gaines WayneWheeler
Chair Vice-Chair
Elected NTRSMember Elected PSRSMember
Term Expires6/30/06 Term Expires6/30/04

VeronicaHambacker Lynn Harmon
Elected Appointed
PSRSMember Member
Term Expires6/30/02 Term Expires6/30/03

Peggy Preston William Wasson
Elected Appointed
PSRSMember Retired Member
Term Expires6/30/04 Term Expires6/30/02

*One board position appointed by the governor wasvacant.
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M. Steve Yoakum

The Public School & 3 .
Executive Director

The Non-Teacher School Employee

(Ext. 1099)
etirement John K. Boudinot
Syste_ms Asst. Executive

of Missouri Director
(Ext. 1098)

Alan Thompson

December 9. 2002 General Counsel
! (Ext. 1097)
Mary Hiatte
Executive Assistant
TO: Board of Trustees and Members of the Retirement Systems: (Ext. 1096)

We are pleased to present the Comprehensive Annual Financial Report of the Public School
Retirement System of Missouri (PSRS) and the Non-Teacher School Employee Retirement System of
Missouri (NTRS) for the fiscal year ended June 30, 2002. The management and staff of the systems are
responsible for the accuracy and completeness of this report and for ensuring that all material disclosures
have been made. To the best of our knowledge, the information presented is afair and accurate portrayal
of the financial position and operations of PSRS and NTRS as of June 30, 2002.

Report Contents
Thisreport is presented in five sections:
» Thelntroductory Section contains general information about the retirement systems,

» TheFinancial Section containstheindependent auditors’ report, management’s discussion and
analysis of the financial statements, the financial statements and related notes, and required
supplemental schedules;

* Thelnvestment Section contains asummary of the investment activities during the year, including
investment performance;

» TheActuarial Section reportsthe funded condition of both systems, including a summary of major
actuarial assumptions; and

* TheStatistical Section containsgeneral information concerning members, benefit recipientsand
finances.

Overview of the Retirement Systems

The Public School Retirement System of Missouri, a cost sharing multiple employer retirement system,
was established in 1946 by an act of the Missouri |egislature to provide retirement, disability and death
benefitsto full-time, certificated employeesin the public schools and four-year regional universities. It

has been amended to include part-time employees of public schools and no longer accepts new employees
of theregional universities.

Office Location: 3210 West Truman Blvd., Jefferson City, MO 65109 « Mailing Address: Post Office Box 268, Jefferson City, MO 65102
Telephone Number: (573) 634-5290 « Toll Free: (800) 392-6848 « FAX: (573) 634-5375
Web site: http://www.psrs-ntrs.org
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The Non-Teacher School Employee Retirement System of Missouri, also a cost-sharing multiple employer
retirement system, was established in 1965 by an act of the Missouri legislature to provide retirement, disability
and death benefitsto non-certificated school employeesin the public schools, community collegesand junior
colleges who have elected to join the system.

Financial Information

The systems' financial statements are prepared in accordance with generally accepted accounting principles
(GAAP) within the guidelines established by the Governmental Accounting Standards Board (GASB). A system
of internal controlsisin place to help monitor and safeguard assets and promote efficient operations. An
independent certified public accounting firm selected by the Board of Trustees performs afinancial audit each
year. Inaddition, the systems employ an internal auditor who performs operational reviewsto ensure that control
systems are functioning effectively and asintended.

Please refer to the Management’s Discussion and Analysis on pages 17 through 21 for an overview of additions
to and deductions from the plans for the fiscal year.

I nvestment Activities

The past fiscal year proved to be adifficult period for al institutional investors, including PSRS/NTRS. However,
our disciplined investment approach and conservative strategy allowed PSRS/NTRS to outperform most of our
peers during this period. While the combined investment portfolios generated a-2.8% return for the fiscal year,
thisreturn ranked in the top 25% of returnsfor large institutional pension systems. Our conservative investment
approach proved advantageous during this period of tumultuous investment markets.

Funding Status

PSRS and NTRS are defined benefit retirement systems. This means that a formula made up of credit (years of
service) times final average salary, times amultiplier (2.5% for PSRS and 1.61% for NTRS) creates each
member’s retirement benefit. The systems are also known as actuarial reserve retirement systems. Thus, alevel
contribution payment in conjunction with amoveable amortization period determines the rel ative health of the
systems.

As of June 30, 2002, PSRS was 95.3% funded, while NTRS was 97.6% funded. Thisis areduction from the
June 30, 2001 funded ratios of 99.4% for PSRS and 103.1% for NTRS. The actuarial value of the assets of
PSRS was $22.2 billion while the accrued liability was $23.3 billion. The actuarial value of the assets of NTRS
was $1.8 billion while the accrued liability was $1.9 billion. The market value of the assets of PSRS was $19.4
billion while the market value of assets of NTRS was $1.6 hillion.

Due to a decline in the market value of assets of the systems, the current contribution rates for PSRS and NTRS
are currently not adequate to amortize the systems' unfunded actuarial accrued liabilities over a 30-year period.
We are currently researching methods to make up thisfunding shortfall, including, contribution rate increases,
benefit reductions, or acombination of both.

Major Initiatives During 2001-2002

After the move to our new facility in October 2001, the NTRS member services staff was combined with the
PSRS member services staff to create one department under the leadership of the Director of Member Services.
We believe that this restructuring will enable usto better serve our members through the application of consistent
policies and procedures across systems.

No major legislation concerning PSRS or NTRS was enacted during the 2002 General Assembly.
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Awards

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate
of Achievement for Excellence in Financial Reporting to PSRS and NTRS for the Comprehensive Annual
Financial Report for the fiscal year ended June 30, 2001. The Certificate of Achievement is a prestigious
national award recognizing excellencein the preparation of state and local government financial reports. To be
awarded the Certificate of Achievement, agovernment unit must publish an easily readable and efficiently
organized comprehensive annual financial report whose contents meet or exceed program standards. This report
must satisfy both generally accepted accounting principles and applicable legal requirements. A Certificate of
Achievement isvalid for only one year. We believe our current report continues to meet the Certificate of
Achievement program requirements and are submitting it to GFOA for consideration again this year.

Professional Services

Certain professional services are provided to the retirement systems by retained consultants. The required
opinion lettersfrom two of those consultants, Gabriel, Roeder, Smith and Company, actuaries, and Williams
Keepers LLC, independent certified public accountants, are contained elsewhere in this report.

Investment consulting services, as well as investment manager search assistance and investment performance
analysis, has been provided by Strategic Investment Solutions, of San Francisco, CA.

Acknowledgements

We would like to express our thanks and gratitude to the Board of Trustees, staff, and consultants who have
worked diligently to produce this report and to ensure the successful operation of this retirement system.

Respectfully submitted,

Y. Ha2l)

M. Steve Y
Executive Director

Lori Woratzeck
Chief Financial Officer
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Certificate of

Achievement

for Excellence
in Financial
Reporting

Presented to

The Public School Retirement System
of Missouri and the Non-Teacher
School Employee Retirement System

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2001

A Carfificate of Achievernent for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the Urnited States and Canada to
government units and public emplovee retirement
systerns whose comprehensive annual financial
reporis (CAFRs) achieve tha highast
standards in government acoounting
and financial reporting

y e

Executive Director
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The Public School &
The Non-Teacher School Employee

etirement
Systems

of Missouri

Administrative Organization
June 30, 2002

Board
of
Trustees

Inte(nal Executive Executive
Auditor _ Director Assistant
Janet Harris M. Steve Yoakum Mary Hiatte

' Assistant
Chief Investment Executive

Officer Director
Craig Husting John K. Boudinot

Director,
Information
Technology

EDlrelctor, Director, Communications
Counsel Officer AUPIKENASTS Member Services Director

Alan Thompson Lori Woratzeck Services Robert Rust Linda Gladden )
Jeff Russler Craig Moyer

General Chief Financial
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Actuary

Gabrid, Roeder, Smith & Co.

Actuaries and Consultants
Norman S. Losk, FSA
Roseville, Cdifornia

Auditor

Williams Keepers, LLC
Stephen C. Smith, CPA
Michael J. Oldelehr, CPA
Jill S. Hatfield, CPA
Jefferson City, Missouri

Computer Consultants

CMI Consulting
Roger Rudkin
Columbia, MO

Huber & Associates, Inc.
James Huber
Jefferson City, Missouri

Mitten Software
Jm Morgan
Minnetonka, Minnesota

Mize, Houser & Company
Professional Association
Marsha Oliver

Becky Holmquist

Topeka, Kansas

Insurance Consultant

Charlesworth & Associates
Bob Charlesworth
Overland Park, Kansas

Legal Counsel

Thompson Coburn
Attorneysat Law
AllenAllred

St. Louis, Missouri
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June 30, 2002

L egislative Consultant

Jack Pierce
Jefferson City, Missouri

M edical Advisor

Dr. Robert H. Tanner
Jefferson City, Missouri

Investment M anagement
Consultant*

Srategic Investment Solutions, Inc.
Michael R. Beasley
San Francisco, Cdifornia

U.S. Equity Investment
Advisors*

Alliance Capital Management
John A. Koltes

Elizabeth Smith

Minneapolis, Minnesota

Dimensional Fund Advisors
RexA. Sinquefield

Carol Wardlaw

SantaMonica, California

DSl International
John Holmgren, Jr.
Norwalk, Connecticut

Sate Sreet Global Advisors
AnneEisenberg

Jim Thorsen

Boston, Massachusetts

Thomson, Horstmann & Bryant, Inc.

Richard Horstmann
Al Thomson
Saddle Brook, New Jersey

Trust Company of the West (TCW)
Glen Bickerstaff

Brian Beitner

LosAngeles, Cdifornia

UBS Global Asset Management
John Leonard

Steven E. Wilde

Chicago, lllinois

International Investment
Advisors*

Bank of Ireland Asset Management
JaneNeill

LeliaLong

Dublin, Ireland

BPI Global Asset Management
Dan Jaworski

Ryan Burrow

Orlando, Florida

INVESCO Glaobal Asset M anagement
Erik Granade

Kirk Holland

Atlanta, Georgia

Oechdle International Advisors
Kathleen Harris

Jamie Macmillan

Boston, Massachusetts

Fixed Income I nvestment
Advisors*

BlackRock Financial Management
Andy Phillips

Robert Capaldi

New York, New York

NISA Investment Advisors
Jess Yawitz

Robert Krebs

St. Louis, Missouri

Payden & Rygel
Brian Matthews
Michael Salvay

LosAngeles, CA

(continued)
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Professional Services (continued)

Sate Sreet Global Advisors
Joe Marvan

Jim Thorsen

Boston, Massachusetts

Wellington Management Co., LLP
Tom Pappas

Alexander Grant

Boston, Massachusetts

Master Trustee/Custodian*

Sate Sreet Bank and Trust Company
R. Scott Paton

Steve Davies

Boston, Massachusetts

E-MAPU.S. Equity Advisors*

Analytic Investors, Inc.
Harindrade Silva
LosAngeles, Cdifornia

Aronson & Partners
Ted Aronson
Philadel phia, Pennsylvania

Dresdner RCM Global Investors, LLC
Mary Bersot
San Francisco, Cdifornia

New South Capital Management
Brooke Morrow
Memphis, Tennesee
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Next Century Growth Investors, LLC
Tom Press
Minneapolis, Minnesota

Westwood M anagement Cor por ation
Susan Byrne
Dallas, Texas

Zevenbergen Capital, Inc.
Nancy Zevenbergen
Seattle, Washington

*Information on investment management and consulting fees can be found in the Schedul e of Investment Expenses on

page 58.



