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Dear Public Funds Managers, 

I am pleased to present the State Treasury Asset Reserve of Ohio (STAR Ohio) 2012 annual 
report for the fiscal year ended on June 30, 2012.  As State Treasurer of Ohio and STAR 
Ohio fund administrator, I am dedicated to managing the Treasury as well as protecting and 
investing hard-earned taxpayer dollars.  This annual report demonstrates the progress and 
benefits of STAR Ohio. 

STAR Ohio provides governmental subdivisions with an investment alternative for public 
funds that offers safety, liquidity and attractive yields.  With almost 3,000 accounts, STAR Ohio 
strives to strategically invest funds without sacrificing principal.  STAR Ohio has continued to 
produce competitive yields in today’s market environment.  Despite a challenging economic 
environment, STAR Ohio continues to maintain a AAAm rating, first achieved in 1995, which 
is Standard and Poor’s highest investment rating for a Local Government Investment Pool.  

In 2011, the Treasurer’s office has continued to work toward STAR Ohio program 
improvements.  As you may also know, the Treasurer’s office recently endorsed the STAR 
Plus program as an additional deposit option for cash reserves, offering security, competitive 
yields and weekly liquidity.  Looking forward, the Treasurer’s office will be working to improve 
services to local public funds managers across Ohio.  We value your feedback and invite you to 
share your ideas on ways STAR Ohio and the Treasurer’s office can better serve you and your 
constituents’ needs.

I am proud of the hard work performed by the STAR Ohio team.  For questions about STAR 
Ohio or other Treasury programs, please contact the State Treasurer’s office via email at 
constituentaffairs@tos.ohio.gov or call 1-800-228-1102.  I look forward to hearing from 
you on ways the Ohio Treasury can better assist you.

			   Sincerely,

			   Josh Mandel
			   State Treasurer of Ohio

Josh Mandel
State Treasurer of Ohio 
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BACKGROUND

The State Treasury Asset Reserve of Ohio (STAR Ohio or the Fund) is a statewide investment 
pool managed and administered by the State Treasurer of Ohio (Treasurer).  Participation 
is offered to Ohio political subdivisions as a means to invest in a portfolio of short-term 
investment securities and registered investment companies.  The investment objectives of 
STAR Ohio are the preservation of capital, the maintenance of liquidity, and providing current 
income.   STAR Ohio is similar in concept to a registered investment company investing in 
redeemable securities, commonly called a “money market mutual fund.” Our discussion and 
analysis below is based upon currently known facts and conditions that we judge to have had 
a material effect on STAR Ohio’s financial condition and results of operations.

The Treasurer is committed to maintaining STAR Ohio as a top-rated investment option for 
all government subdivisions of Ohio.  As such, the level of safety in the Fund is attributed 
to the constant monitoring of credit ratings for issuers of investments held by STAR Ohio.  
An additional level of safety has been added by modifying the custodial arrangement to 
require the Fund’s assets be held in a specific trust account at the Depository Trust & Clearing 
Corporation designated for STAR Ohio.   Both measures ensure that the underlying assets of 
STAR Ohio are highly rated, secure and readily available to the Fund.

OVERVIEW OF FINANCIAL CONDITION

STAR Ohio's net assets decreased by approximately $870 million during the fiscal year due to 
redemptions.  For the fourth straight year, redemptions exceeded purchases. As the economy 
continues to stabilize and interest rates remain historically low, STAR Ohio's objectives of 
safety and liquidity have made STAR Ohio a valuable investment vehicle for Ohio's public 
fund managers.  STAR Ohio continued to maintain its AAAm rating from Standard and 
Poor's, the highest rating possible for a Local Government Investment Pool.

OVERVIEW OF OPERATIONS

The Federal Funds' target rate range remained between 0 and 0.25 basis points for STAR 
Ohio's Fiscal Year 2012.  STAR Ohio's total return for Fiscal Year 2012 was .04%.  The State 
Treasurer’s office suspended its management fee on November 17, 2011, and this resulted in 
an approximate .01% increase in yield.   As of June 30, 2012, STAR Ohio held approximately 
22% of its portfolio in overnight investments with approximately 5% in FDIC-insured bank 
deposits.  STAR Ohio revised its investment policy during Fiscal Year 2012 to comply with 
Standard and Poor's Principal Stability Fund Rating Criteria for AAAm rated funds, the GASB 
(Government Accounting Standards Board) Statement No. 59, and to modify the allowable 
investments and/or percentages per investment type.

MANAGEMENT'S DISCUSSION & ANALYSIS OF FINANCIAL CONDITION 

AND RESULTS OF OPERATIONS (UNAUDITED)



4

Year ended June 30,

2012 2011

Net asset value, beginning of year $            1.00 $            1.00

Net investment income 0.0004 0.0011

Distributions from net investment income (0.0004) (0.0011)

Net asset value, end of year $            1.00 $            1.00

Total Return 0.04% 0.11%

Ratio/ Supplemental Information

Expenses as a percentage of average net assets (1) 0.073% 0.076%

Net investment income as a percentage of net assets (1) 0.04% 0.11%

Net assets, at end of year $3,517,044,650 $4,387,425,698

(1) These percentages should not be construed as representative of the yield or expenses related to further 
investment in STAR Ohio.

STATE TREASURY ASSET RESERVE OF OHIO 

FINANCIAL HIGHLIGHTS   Data for each share outstanding throughout the year

STAR Ohio’s net assets decreased during the fiscal year due to redemptions exceeding purchases.
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Principal 
Amount/ Shares 

Maturity Date
Fair Value        
(Note B)

FEDERAL AGENCY ISSUES - 57.0%

 $123,706,000 
Federal Farm Credit Bank Discount Notes, 
.06-.18 %

7/5/12-12/28/12  $      123,657,262 

 140,000,000** 
Federal Farm Credit Bank Floating Rate Notes, 
.17-.23%

8/27/12-7/2/13  140,014,158 

 90,000,000 
Federal Home Loan Bank  Callable 
Debentures, .25-.30%

1/25/13-5/8/13  90,005,903 

 381,670,000 
Federal Home Loan Bank Debentures, .13-
.25%

10/25/12-5/24/13  381,655,925 

 527,390,000 
Federal Home Loan Bank Discount Notes, 
.06-.18%

7/5/12-12/14/12  527,347,004 

 163,000,000 
Federal Home Loan Bank Floating Rate Notes, 
.19 -.30%

1/25/13-6/13/13  162,998,713 

 207,189,000 
Federal Home Loan Mortgage Corp. Discount 
Notes, .07-.09%

7/10/12-8/17/12  207,178,489 

 20,990,000 
Federal Home Loan Mortgage Corp. Floating 
Rate Notes, .29-.34%

10/12/12-1/24/13  20,999,342 

 72,375,000 
Federal National Mortgage Association Discount 
Notes, .05-.11%

7/5/12-8/31/12  72,370,151 

 104,500,000 
Federal National Mortgage Association Floating 
Rate Notes, .24-.38%

7/26/12-3/14/13  104,529,951 

 9,762,000 
Federal National Mortgage Association STRIP, 
.0%

9/15/12  9,758,974 

 165,000,000 
Tennessee Valley Authority Discount Notes, 
.08-.11%

8/2/12-8/16/12  164,984,349 

Total Federal Agency Issues  $   2,005,500,221 

COMMERCIAL PAPER - 24.5%

 125,000,000 
Caterpillar Financial Services Corporation, 
.15-.20%

8/24/12-9/13/12  $      124,957,604 

 150,000,000 
General Electric Capital Corporation, .05-
.18%

7/2/12-9/27/12  149,984,458 

STATEMENT OF INVESTMENTS AS OF JUNE 30, 2012
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Principal 
Amount/ Shares 

Maturity Date
Fair Value        
(Note B)

 154,850,000 
National Rural Utilities Cooperative Fin. 
Corp., .12-.15% 

7/9/12-8/3/12  154,839,571 

 119,800,000 Paccar Financial Corporation, .12-.20% 7/16/12-9/20/12  119,777,184 

 150,000,000 PNC Bank N.A., .21-.22% 7/17/12-9/14/12  149,964,333 

 94,639,080 U.S. Bank N.A., .12-.20% 7/2/12  94,649,422 

 67,000,000 U.S. Bank N.A. (Term) , .17-.25% 7/30/12  67,008,500 

Total Commercial Paper  $      861,181,072 

CORPORATE BONDS - 2.0%

 15,309,000 
Caterpillar Financial Services Corporation, 
2.00-4.85%

12/7/12-4/5/13  $        15,628,645 

 18,505,000 
General Electric Capital Corporation, 2.80-
5.00%

1/8/13-2/1/13  18,789,348 

 18,000,000 J.P. Morgan Chase & Company, 1.14-5.38% 10/1/12-2/26/13  18,144,101 

 10,000,000 U.S. Bancorp, 2.00-2.15% 2/15/13-6/14/13  10,153,723 

 8,030,000 Wal-Mart Stores Incorporated, 4.25-4.55% 4/15/13-5/1/13  8,334,755 

Total Corporate Bonds $        71,050,572 

   BANK DEPOSITS* - 9.2%

 10,000,000 
Huntington National Bank Checking Account, 
1.00%

 $        10,000,000 

 90,000,000 
Huntington National Bank Checking Account 
0%

 90,000,000 

 25,000,000 KEY Bank Checking Account, .48%  25,000,000 

 75,000,000 KEY Bank Checking Account, 0%  75,000,000 
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Principal 
Amount/ Shares 

Maturity Date
Fair Value        
(Note B)

 100,000,000 PNC Bank N.A., .15%  100,000,000 

 24,000,000 
Federally Insured Cash Account (FICAsm), 
.25%

7/4/12  24,000,000 

Total Bank Deposit Accounts  $      324,000,000 

MONEY MARKET FUNDS* - 10.6%

 38,636,057 
Goldman Sachs Financial Square Government 
Fund, .05%

7/2/12  $        38,636,057 

 335,861,507 
Morgan Stanley Institutional Liquidity Funds-
Government Portfolio, .05%

7/2/12  335,861,507 

Total Money Market Funds  $      374,497,564 

TOTAL INVESTMENTS--103.3%  3,636,229,429 

Liabilities in excess of other assets - (3.3%)  $    (119,184,779)

NET ASSETS--100%--equivalent to $1.00 per 
share for 3,517,044,650 outstanding shares 
of the Pool

 $   3,517,044,650 

*   Money Market Funds and Bank Deposits, the yield shown represents the rate at June 30, 2012. 
** Includes $20 million issued on a forward settled basis. 

See Accompanying Notes to Financial Statements
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ASSETS

Investments

Federal Agency Issues  $ 2,005,500,221 

Commercial Paper  861,181,072 

Corporate Bonds  71,050,572 

Money Market Funds  374,497,564 

Bank Deposits  324,000,000 

     Total Investments  3,636,229,429 

Interest Receivable  823,926 

Total Assets $  3,637,053,355 

Liabilities

Payable for Securities Purchased  $    119,753,586 

Accrued Co-Administrator Fees  81,250 

Accrued Investment Consultant Fees  66,364 

Accrued Custodian and Transfer Agent Fees  41,348 

Accrued Audit Fees  42,500 

Other Liabilities  23,657 

Total Liabilities  120,008,705 

Net Assets  $ 3,517,044,650 

Participant Net Asset Value, Price Per Unit  $                 1.00 

See Accompanying Notes to Financial Statements

STATEMENT OF ASSETS AND LIABILITIES AS OF JUNE 30, 2012
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Year ended June 30,

2012 2011

Investment Income   

     Interest Income  $        4,537,235  $        8,742,657 

Expenses

     Co-Administrator Fees  975,000  1,037,500 

     Investment Consultant Fees  865,914  1,023,632 

     Custodian and Transfer Agent Fees  556,152  722,347 

     Management Fees  189,891  500,000 

     Bloomberg and Pricing Fees  151,890  157,205 

     Audit Fees  42,500  42,000 

     S&P Analytical Fees  38,000  38,000 

     Printing and Postage Fees  22,730  49,665 

     Telephone Response Fees  13,640  17,306 

     Total Expenses  2,855,717  3,587,655 

Net Investment Income  $        1,681,518  $        5,155,002 

See Accompanying Notes to Financial Statements

STATEMENTS OF OPERATIONS



10

Year ended June 30,

2012 2011

CHANGE IN NET ASSETS   

Operations

     Net Investment Income  $            1,681,518  $            5,155,002 

Distributions to Shareholders from

     Net Investment Income  (1,681,518)  (5,155,002)

Capital Share Transactions Net Decrease -Note E  (870,381,048)  (326,477,736)

     Decrease in Net Assets (870,381,048)  (326,477,736)

Net Assets 

     Beginning of Year  4,387,425,698  4,713,903,434 

     End of Year  $     3,517,044,650  $     4,387,425,698 

See Accompanying Notes to Financial Statements

STATEMENTS OF CHANGES IN NET ASSETS
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AUDITOR’S LETTER

The Honorable Dave Yost
Ohio Auditor of State

Independent Auditors’ Report

We have audited the statement of assets and liabilities, including the schedule of investments, of the 
State Treasury Asset Reserve of Ohio (“STAR Ohio”) as of June 30, 2012, and the related statements of 
operations and changes in net assets and the financial highlights for each of the two years in the period 
then ended. These financial statements and financial highlights are the responsibility of STAR Ohio’s 
management. Our responsibility is to express an opinion on these financial statements and financial 
highlights based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States 
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. 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 estimates made by management, 
as well as evaluating the overall financial statement presentation. We believe that our audits provide a 
reasonable basis for our opinion.

In our opinion, the financial statements and financial highlights referred to above present fairly, in 
all material respects, the financial position of STAR Ohio as of June 30, 2012, and the results of its 
operations, changes in net assets and financial highlights for each of the two years in the period then 
ended in conformity with accounting principles generally accepted in the United States of America. 

Accounting principles generally accepted in the United States of America require that management’s 
discussion and analysis be presented to supplement the basic financial statements.  Such information, 
although not a part of the basic financial statements, is required by the Governmental Accounting 
Standards Board, who considers it to be an essential part of financial reporting for placing the basic 
financial statements in an appropriate operational, economic, or, historical context.  We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United State of America, which consisted of inquiries of management 
about the methods of preparing the information and comparing the information for consistency with 
management’s responses to our inquiries, the basic financial statements, and other knowledge we 
obtained during our audit of the basic financial statements.  We do not express an opinion or provide 
any assurance on the information because the limited procedures do not provide us with sufficient 
evidence to express an opinion or provide any assurance.

Cohen & Company, Ltd.
Cleveland, Ohio
September 14, 2012

The Honorable Josh Mandel
State Treasurer of Ohio
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NOTE A - SUMMARY OF ORGANIZATION AND SIGNIFICANT ACCOUNTING 
POLICIES

Section 135.45 of the Ohio Revised Code permits the State’s political subdivisions to pool 
their public funds into an investment fund managed by the State Treasurer of Ohio. The State 
Treasury Asset Reserve of Ohio (STAR Ohio) provides units of local government with an 
investment option for their public funds. 

STAR Ohio is a statewide investment pool managed by the State Treasurer of Ohio. Partici-
pation is offered to Ohio political subdivisions as defined in Section 135.45(F)(2)(a) of the 
Ohio Revised Code. STAR Ohio offers these subdivisions a means of investing in a portfolio 
of investment instruments. The investment objectives of STAR Ohio are the preservation of 
capital, maintenance of liquidity and providing current income. There can be no guarantee 
that this will be achieved. 

The State Treasurer of Ohio, Josh Mandel, through the Treasurer’s Investment Department, 
30 East Broad Street, 9th Floor, Columbus, Ohio 43215-3461, serves as investment advisor 
and administrator to STAR Ohio. The advisor manages the investment and reinvestment 
of STAR Ohio’s assets in accordance with STAR Ohio’s investment objectives and policies, 
subject to the general limitations of Section 135.143 of the Ohio Revised Code. In addition, 
the advisor is responsible for the overall management of STAR Ohio’s business affairs. STAR 
Ohio compensates the advisor with a flat management fee of $500,000 per year.  On Novem-
ber 17, 2011, the Treasurer’s office suspended their management fee.

Carnegie Capital Partners LLC, Cleveland, Ohio was the co-administrator for STAR Ohio 
and provided certain clerical and administrative services for STAR Ohio. Compensation to 
the co-administrator is based on a percentage of daily net assets with a minimum monthly fee 
of $81,250.  As of July 1, 2012, Public Funds Administrators, Dublin, Ohio succeeded Carn-
egie Capital Partners, LLC as co-administrator. 

Huntington National Bank, Columbus Ohio is the dividend and transfer agent for STAR 
Ohio and also serves as custodian of its portfolio.  Compensation is based on a percentage of 
daily net assets. 

United American Capital Corporation, Worthington, Ohio is the investment consultant for 
STAR Ohio. Compensation is based on a percentage of daily net assets. 

The preparation of financial statements in conformity with accounting principles generally ac-
cepted in the United States of America requires management to make estimates and assump-
tions that affect the reported amounts of assets, liabilities, income and expenses, and disclo-
sure of both contingent assets and liabilities.  Actual results could differ from those estimates. 

NOTES TO FINANCIAL STATEMENTS
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Pursuant to the Government Accounting Standards Board (GASB) Statement No.20, Ac-
counting and Financial Reporting for Proprietary Funds and Other Governmental Entities that use 
Proprietary Fund Accounting, STAR Ohio follows GASB guidance as applicable to proprietary 
funds and Financial Accounting Standards Board Statements and Interpretations, Accounting 
Principles Board Opinions and Accounting Research Bulletins issued on or before November 
30, 1989, that do not conflict with or contradict GASB pronouncements. 

STAR Ohio is not registered with the Securities Exchange Commission (SEC) as an invest-
ment company, but maintains a policy to operate as a “2a-7 like pool” in a manner consistent 
with the Governmental Accounting Standards Board, Statement No. 31, Accounting and Fi-
nancial Reporting for Certain Investments and for External Investments Pools. Subsequent to the 
SEC’s issuance of a revised Rule 2a-7, as promulgated under the Investment Company Act of 
1940, as amended, on June 24, 2010, GASB issued Statement No. 59, “Financial Instruments 
Omnibus.” Statement No. 59 provides guidance that a “2a-7 like pool”, as described in State-
ment No. 31, is an external investment pool, that operates in conformity with SEC Rule 2a-7, 
as amended.  

NOTE B – INVESTMENT SECURITIES

Investment securities, other than money market funds, are valued according to the amortized 
cost method (which approximates fair value) whereby a security is valued at cost adjusted for 
the amortization of any premiums or accretion of any discounts over the period until matu-
rity.  Investments in money market funds are valued at quoted market values.

Security transactions are accounted for on the trade date (day the order to buy or sell is ex-
ecuted).  Interest income is determined on an accrual basis with earned discounts (including 
original issue and market discount) accreted and paid premiums amortized.  Any realized 
gains or losses on sales of securities are calculated on the identified cost basis.

STAR Ohio is permitted to invest in commercial paper, but commercial paper holdings shall 
not exceed 25 percent of the Total Average Portfolio which will be equal to the average of the 
daily balances for the prior 12-month period as calculated on the first day of the month.  As of 
June 30, 2012, commercial paper holdings represented approximately 22 percent of the Total 
Average Portfolio.

All repurchase agreements are fully collateralized by United States Government or Federal 
Agency securities, pursuant to Section 135.143 of the Ohio Revised Code, and such collateral 
is in the possession of STAR Ohio’s custodian on a daily basis.   STAR Ohio evaluates col-
lateral daily to ensure its market value plus accrued interest exceeds the delivery value of the 
repurchase agreement at maturity.  STAR Ohio may enter into reverse repurchase (borrow-
ing) agreements. For the fiscal year ended June 30, 2012, STAR Ohio did not enter into any 
repurchase or reverse repurchase agreements.



14

STAR Ohio may purchase securities on a forward settlement basis.  Payment and delivery may 
take place after the customary settlement period for the respective securities.  The price of the 
underlying securities and the date when the securities will be delivered and paid for are fixed 
at the time the transaction is negotiated.  The values of the securities purchased on a forward 
settlement basis are identified as such in the Schedule of Investments. Losses may arise due to 
changes in the value of the underlying securities, if the counterparty does not perform under 
the contract’s terms, or if the issuer does not issue the securities due to political, economic, or 
other factors.

STAR Ohio maintains a stable net asset value per share by using the amortized cost method 
of portfolio valuation.  STAR Ohio has established procedures to stabilize the net asset value 
per share, as computed for the purpose of purchase and redemption, at a single value of $1.00.  
The mark-to-market of the portfolio is used to monitor the appropriateness of the amortized 
cost method and is calculated using available market quotations.  

As of June 30, 2012, STAR Ohio had the following investment and maturities:

Investment Maturities
(in Years)

Investment Type Value Less than 1 1-2

Bank Deposits  $       324,000,000  $       324,000,000 

Commercial Paper        861,181,072        861,181,072

Corporate Bonds          71,050,572          71,050,572

Federal Agency Issues     2,005,500,221     1,985,500,221   $        20,000,000 

Money Market Funds        374,497,564        374,497,564     

 $    3,636,229,429  $    3,616,229,429   $        20,000,000 

Interest Rate Risk:  Through its investment policy, STAR Ohio manages its exposure to fair 
value losses arising from increasing interest rates by limiting the final stated maturity on any 
investment to 397 days and limiting the weighted average maturity WAM(R) of the portfolio 
to 60 days and WAM(F) of the portfolio to 90 days. WAM(R) uses the interest rate reset date 
as the effective maturity in calculating the WAM, whereas WAM(F) is calculated based on the 
stated final maturity for each security. WAM(F) is also known as weighted average life. At June 
30, 2012, STAR Ohio WAM(R) and WAM(F) were 53 and 78 days, respectively.   Federal 
Agency Issues include callable bonds which have maturity dates less than 312 days and call-
able dates ranging from July 25, 2012 through April 30, 2013 and floating rate notes with daily, 
weekly, monthly and quarterly reset dates based on the Federal Funds Overnight Rate, the 1 
and 3 month U.S. LIBOR, and the 91 day U.S. Treasury Bill.  STAR Ohio’s portfolio at June 
30, 2012 had 2.6% of illiquid investments (as defined by the STAR Ohio investment policy) 
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consisting of: $24,000,000 in the Federally Insured Cash Account (FICAsm) with a July 4, 2012 
maturity date and $67,008,500 invested in 31 day put commercial paper with U.S. Bank. 

Credit Risk:  STAR Ohio’s investment policy requires money market securities to be valued at 
AAAm or AAAm-G or better by Standard & Poor’s Corporation, and all other securities held 
by STAR Ohio be rated the equivalent of A-1+ or A-1.  As of June 30, 2012, STAR Ohio’s in-
vestment in Federal Agency Issues and the money market funds were rated AAA and AAAm, 
respectively by Standard and Poor’s and Aaa by Moody’s Investor Services.  Of the commer-
cial paper, $149,984,458 was rated A-1+/P-1 and above and the remaining $711,196,614 was 
rated A-1/P-1.  The corporate bonds had the following long-term ratings at issuance:

Standard and Poor’s Moody’s Corporate Bonds

AA and above A1/ Aa3 $27,124,103

A A2/ Aa3 $43,926,469

These corporate bonds were purchased within 13 months of maturity and therefore in ac-
cordance with the STAR Ohio investment policy.  The ratings of the issuers are A-1 which is 
considered the appropriate measure of credit risk and therefore these investments are in ac-
cordance with the policy.

Concentration of Credit Risk:  STAR Ohio through its investment policy follows the diversi-
fication guidelines for Standard and Poor’s Principal Stability Fund Rating (PSFR) criteria for 
AAAm rated money market funds and Section 135.143 of the Ohio Revised Code. Through 
its investment policy, STAR Ohio further limits its investments in municipal bonds to 10 per-
cent of the net assets.  STAR Ohio limits the maximum exposure per issuer to 5 percent of 
net assets, except U.S. Treasury and Federal Agency Obligations, overnight bank deposits (in-
cluding un-invested cash), instruments that are at least 100 percent collateralized, and invest-
ments in other rated funds.  STAR Ohio’s investment policy further limits the total holdings of 
an issuer’s corporate obligations to no more than one half of one percent of the total portfolio 
at the time of purchase.

As of June 30, 2012, STAR Ohio had 5 percent or more of its net assets, in the following issuers:

Federal Farm Credit Bank 7%

Federal Home Loan Bank 33%

Federal Home Loan Mortgage Corporation 6%

Federal National Mortgage Association 5%

Morgan Stanley Institutional Liquidity Funds-Government Portfolio 10%

Foreign Currency Risk:  STAR Ohio does not have exposure to foreign exchange risk.
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Custodial Credit Risk:  STAR Ohio’s investments are not exposed to custodial credit risk, as 
defined by GASB Statement No. 40.  Securities in STAR Ohio are insured, registered, held by 
STAR Ohio, or held in a specific trust account designated for STAR Ohio.  At June 30, 2012, 
bank deposits of $135,000,000 were secured by collateral pools of eligible securities depos-
ited with a qualified trustee and pledged to secure repayment of all public monies deposited 
in the financial institution, whose market value at all times exceed the requirements needed 
based on the financial institutions’ ratings.  The remaining bank deposits of $189,000,000 
were insured under the Federal Deposit Insurance Corporation. 

NOTE C – SECURITIES LENDING

Pursuant to Section 135.143 of the Ohio Revised Code, the Pool may lend up to 25 percent 
of its securities to any eligible financial institution that is a member of the Federal Reserve 
System or any recognized United States government securities dealer.

The Pool follows strict levels of collateralization governed by daily mark-to-market analysis, a 
review of the credit worthiness of securities dealers and banks, and strict monitoring of their 
respective credit limits.  This is done to control exposure due to possible credit loss resulting 
from a reduction in the underlying collateral value or non-performance by a security dealer or 
bank.  Either the Pool or the borrower can terminate all security loans on demand.  

For the fiscal year ended June 30, 2012, STAR Ohio did not participate in security lending 
transactions.

NOTE D – INCOME DISTRIBUTIONS

Each business day STAR Ohio declares a distribution of its net investment income and re-
alized capital gains, if any.  All such distributions are automatically reinvested in additional 
shares.

NOTE E – CAPITAL SHARES

Transactions in capital shares (all at $1.00 per share) were as follows:

Year ended June 30,

2012 2011

Shares Sold $    11,796,585,820 $    12,399,998,376

Shares Issued for Distributions            1,681,518           5,155,002

  11,798,267,338  12,405,153,378

Shares Redeemed (12,668,648,386) (12,731,631,114)

Capital Shares Transactions Net Decrease $       (870,381,048) $       (326,477,736)
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STANDARD & POOR’S RATING OF STAR OHIO

Standard & Poor’s has assigned an AAAm money market rating, its highest rating, to STAR 
Ohio. By obtaining a AAAm rating, STAR Ohio is considered to have a superior capacity to 
maintain principal ($1.00 per share value) and limit exposure to loss. The rating is based on an 
analysis of STAR Ohio’s management, investment guidelines, portfolio holdings and market 
price exposure.

SUMMARY OF INVESTMENT OBJECTIVES AND ALL PERMITTED & ELIGIBLE 
INVESTMENTS

The investment objectives of STAR Ohio are the preservation of capital, maintenance of li-
quidity, and providing current income. STAR Ohio seeks to achieve these objectives by in-
vesting only in certain high-grade short-term investment instruments, which are authorized 
for investment by the State of Ohio as specified in Section 135.143 of the Ohio Revise Code.  
Instruments in which STAR Ohio may invest include:

(1)  United States Treasury bills, notes, bonds or any other obligations or securities issued by 
the United States Treasury or any other obligation guaranteed as to principal and interest by 
the United States;

(2)  Bonds, notes, debentures, or any other obligations or securities issued by any federal 
government agency or instrumentality;

(3) Written repurchase agreements with any eligible Counterparties domiciled or registered 
in the Unites States subject to the guidelines in STAR Ohio’s Investment Policy;

(4)  STAR Ohio may invest in reverse repurchase agreements with a maximum maturity of 30 
days, provided the securities have been fully paid for and are owned by STAR Ohio at the time 
of sale and subject to the guidelines in STAR Ohio’s Investment Policy; 

(5)  The Ohio Treasurer of State also may sell any securities, listed in items (1) or (2) above, 
regardless of maturity or time of redemption of the securities, under the same terms and con-
ditions for repurchase, provided that the securities have been fully paid for and are held in 
trust by the Ohio Treasurer of State at the time of the sale;

(6)  Securities lending agreements with any eligible financial institution that is a member of 
the Federal Reserve System or Federal Home Loan Bank or any recognized United States 
government securities dealer, under the terms of which agreement the Ohio Treasurer of State 
lends securities and the eligible financial institution or dealer agrees to simultaneously ex-
change similar securities or cash, equal value for equal value;

APPENDIX (UNAUDITED)
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(7)  Various forms of commercial paper, maturing in 270 days or less, issued by any corpora-
tion that is incorporated under the laws of the United States or a state, which such notes are 
rated in the two highest categories by two nationally recognized rating agencies, provided that 
the total amount invested in commercial paper at any time shall not exceed 25 percent of the 
Total Average Portfolio which is defined as the average daily balances for the prior 12-month 
period as calculated on the first day of the month; 

(8) Corporate Obligations of domestic corporations that, at the time of purchase must be 
rated in the three highest categories by two nationally recognized rating agencies provided 
that the total amount invested in corporate obligations at any time shall not exceed 25 percent 
of the state’s Total Average Portfolio. 

(9)  Municipal Bond and other direct obligations of STAR Ohio issued by the State Treasurer, 
the Ohio Public Facilities Commission, the Ohio Building Authority and the Ohio Housing 
Finance Agency;

(10)  Banker’s acceptances, maturing in 270 days or less, which are eligible for purchase by the 
Federal Reserve System, provided that the total amount invested in the banker’s acceptances 
at any time shall not exceed 10 percent of the total average portfolio, as determined and calcu-
lated by the Ohio Treasurer of State;

(11)  Bank deposits, certificates of deposits, and savings in eligible institutions applying for 
interim monies as provided in Section 135.08 of the Ohio Revised Code; and

(12)  Registered Investment Companies, open-end, no-load money market mutual funds 
consisting exclusively of obligations described in (1) or (2) of this section and commercial 
paper and repurchase agreements secured by such obligations.  
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SERVICE PROVIDERS

INVESTMENT ADVISOR AND ADMINISTRATOR
Josh Mandel
State Treasurer of Ohio

CO-ADMINISTRATOR
Carnegie Capital Partners LLC
Cleveland, Ohio

CO-ADMINISTRATOR
Public Funds Administrators
Columbus, Ohio
(Public Funds Administrators succeeded Carnegie Capital Partners LLC as Co-Administrator as of the end 
of the fiscal year.)

CUSTODIAN AND TRANSFER AGENT 
Huntington National Bank
Columbus, Ohio

CO-INVESTMENT ADVISOR
United American Capital Corporation
Worthington, Ohio

For more information on current yields or assistance in opening a STAR account, call toll free: 
1-800-648-STAR (7827).

Additional information regarding STAR Ohio and other Treasurer of State programs may be 
accessed through www.OhioTreasurer.gov.  The Treasurer’s office also welcomes your feed-
back and questions, please call 1-800-228-1102.

The Office of the State Treasurer, Carnegie Capital Partners LLC, Public Funds Administra-
tors, Huntington National Bank and United American Capital Corporation are Equal Oppor-
tunity Employers and Service Providers.




