
Legislative Fiscal Office 49-1 Emergency Board – May 2012 
 

Analyst:  Byerly 
49. Public Employees Retirement System 
 
Request:  Increase the Other Funds expenditure limitation by $2,071,410 and authorize the 
establishment of 3 limited duration positions (1.62 FTE) to support recovery of overpaid benefits. 
 
Recommendation:  Establish an Other Funds expenditure limitation of $2,071,410 for the 
overpayment recovery project and authorize the establishment of 3 limited duration positions (1.62 
FTE). 
 
Analysis:  Recent court action compels the Public Employees Retirement System (PERS) to resume 
its legal obligation to collect overpaid retirement benefits.  Recovery of these overpayments, which 
resulted from a determination that the PERS Board credited earnings at an excessive rate in 1999, was 
suspended pending legal challenges and court decisions.  In March 2012 a judgment was entered in the 
Multnomah County Circuit Court dismissing the Robinson case, which was the last procedural hurdle 
concerning overpayment collections.  
 
The agency is now requesting additional budget authority to support recovery efforts; as this project’s 
status was uncertain, no resources were provided for it in the agency’s 2011-13 budget.  The estimated 
workload involves recovering approximately $164.7 million in overpaid benefits from about 29,000 
individuals.  At its March 2012 meeting, the PERS Board reviewed staff recommendations on the 
procedures to follow for collecting overpayments.  The proposal is consistent with standard state 
agency collection processes and tailors repayment options according to a retiree’s relationship with the 
agency.  About 70% of the affected benefit recipients currently receive a monthly benefit payment and 
have an active relationship with PERS. 
 
Elements of the agency’s request are as follows: 
 

• Personal services costs totaling $916,771 Other Funds. This includes 3 limited duration 
Accounting Technician 3 positions to lead a team of 10 temporary employees that will handle 
most benefit recipient questions and payment arrangements. 
 

• Services and supplies in the amount of $1,154,639 Other Funds.  About 60% of this cost is 
associated with automating invoicing and payment processes, while the remainder is for outside 
collection costs.  Some accounts will need to be sent to the Oregon Department of Revenue or 
private collection agencies for recovery. 

 
While the positions described are limited duration or temporary, some work associated with this project 
will carry forward into future biennia, as recoveries are expected to occur over at least a six to seven 
year period; perhaps as long as ten years in some instances.  Project progress and associated budget 
authority will need to be reviewed and approved each budget cycle. 
 
The project is an allowable system administrative cost and will be supported by transfers from the Tier 
1 retirement program funds; up-front costs will ultimately be recovered as overpayments are collected 
and credited to the system.   
 
The Legislative Fiscal Office recommends approval of the request but would establish a new Other 
Funds expenditure limitation, rather than increasing the agency’s existing operational expenditure 
limitation.  Segregating the program’s legal spending authority from agency operations should help 
track this multi-biennia – but finite – project.  
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49 
Public Employees Retirement System 

Analyst:  Carbone 
 

 
Request: Increase Other Funds expenditure limitation by $2,071,410 and approve three Limited 
Duration Accounting Technician 3 (1.62 full-time equivalent) positions to recover overpaid 
benefits from a large population of benefit recipients, in conformance with recent Oregon 
Supreme Court decisions.  
 
Recommendation:  Approve the request. 
 
Discussion:  The legislature and the courts determined that earnings for calendar year 1999 
should have been credited to Public Employees Retirement System (PERS) members’ accounts 
at the rate of 11.33 percent instead of the 20 percent rate that was originally used.  As a result, 
benefit overpayments have occurred.  Efforts by PERS to recover the overpayments were 
challenged and the recovery efforts were enjoined until the challenges were resolved.  Recently, 
the Oregon Supreme Court decided that PERS’ recovery efforts can now continue.   
 
This Emergency Board request is for additional expenditure limitation to cover PERS’ 
administrative costs related to recovering $164,684,600 from almost 29,000 individuals. 
 
Benefit recipients will have different options to return the overpayment depending on their 
current relationship with PERS.  Those who continue to receive a PERS benefit payment will be 
presented with three options: 

• Repay the amount owed in a single, lump sum payment; 
• Do nothing, and PERS will recover the overpayment via a set percentage reduction (most 

likely 2 to 5 percent) in the recipient’s gross monthly benefit; or 
• Contact PERS to request that a greater percentage of their monthly benefit be deducted so 

the overpayment is recovered in less time. 
 
Those recipients who do not currently receive a benefit payment from PERS or whose payment 
is insufficient to reasonably support recovery through a deduction will have two options: 

• Repay the amount owed in a single, lump sum payment; or 
• Contact PERS to set up a payment plan to return the overpayment over time. 

 
Those recipients who do not contact PERS will be referred to the Oregon Department of 
Revenue for collections or, if the recipient is out of state, to a private collection agency as per 
the state’s accounts receivable policies. 
 
The agency’s plan for collections includes $916,771 for personal services costs and $1,154,639 
for services and supplies costs this biennium.  Most of the personal services costs will be for 
temporary employees.  These would include eight Revenue Agent 1s for collections activities, 
an Accounting Technician 2 for processing correspondence and payments, and one staff for data 
entry activities.  Personal service costs would also include three limited duration Accounting 
Technician 3s to lead the team of temporary employees, as well as to respond to escalations and 
to monitor the accounts turned over to the Department of Revenue and private collection 
agencies.  Finally, additional limitation would be used to pay overtime costs for existing 
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Retirement Counselor 2 positions to complete the adjustments and determine overpayments on 
certain complex accounts. 
 
The services and supplies costs would mainly be for IT professional services to augment current 
invoicing, payment, and reporting functions.  In addition, services and supplies would include 
fees paid to the Oregon Department of Revenue and to private collection agencies to pursue 
further recoveries once PERS completes the billing cycle, if the recipient does not comply. 
 
It is likely that this project will affect PERS’ administrative budget at some level over the next 
ten years.  However, the bulk of the initial invoicing and set-up will occur over the next 13 
months.  Next biennium, 2013-15, the agency will probably request limitation to pay collection 
expenses from paying fees to Department of Revenue and outside collection agencies.  In 
addition PERS will likely ask to continue the Limited Duration positions to work with the 
outside collectors and respond to escalations or modifications as the population undergoes 
change due to deaths, and other changed circumstances. 
 
Legal Reference:  Increase the Other Funds expenditure limitation established by chapter 495, 
section 1 (1), Oregon Laws 2011 for the Public Employees Retirement System by $2,071,410 
for the 2011-13 biennium. 
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