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Presentation Overview 

Day 1: Overview of PERS – The Agency 

 History, Mission, Vision, and Core Values and Operating Principles 

 Key Goals and Performance Measures Driving Outcome-Based Management 

 Strategic Plan Focus Areas Connected to 2017-19 Policy Option Packages 

  Day 2: Report on 2017-19 Legislative Budget Priorities 

 Progress on Completing 2015-17 Policy Option Packages 

 Review of Budget Notes and Reports from 2015-17 

 Budget Requests for 2017-19 

 Policy Package 101 – Cybersecurity 

 Policy Package 102 – IAP Administration 

 Policy Package 103 – Business Modernization 

 Policy Package 200 – Data Center Migration 

 Day 3: Preliminary Earnings Crediting Report for Calendar Year 2016 
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Day 1 
 

Overview of PERS   

The Agency 
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What is PERS? 

 Administers a tax-qualified government plan that provides retirement, death, and 
disability benefits on behalf of more than 900 public employers, covering 95% of 
Oregon’s public employees. 

 Governed by a five-member board of directors, appointed by the Governor 

• One retired member or represented public employee; 

• One management employee of the state or an elected official;  

• Three members with experience in business management, pension management, or 
investing who are not members or beneficiaries of PERS. 

 The agency also administers: 

• A deferred compensation program, the Oregon Savings Growth Plan (for state 
employees and participating local governments); 

• A post-retirement health insurance program (for eligible retired members and their 
dependents); and  

• Oregon’s Social Security compliance program for all public employers. 
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Organizational Chart 

Executive Director 

Chief Operations/ 

Deputy Director 
Chief Administration Chief Technology 

Chief Compliance/ 

Audit/Risk 

• Executive Oversight 

• Board Support 

• Legislative Coordination 

• Strategic & Operational Planning 

• Member Information Center 

• Employer Service Center 

• Operations Technical 

Support 

• Benefit Application Intake 

& Review 

• Member Account 

Adjustments 

• Publications & 

Communications 

• Actuarial Services 

• Financial Modeling 

• Budget & Fiscal 

• Contributions/Banking 

• Contracting/Procurement 

• Financial Reporting 

• Facility Services 

• Human Resources 

• Retiree Health Insurance 

• Oregon Savings Growth 

Plan 

• Business Information & 

Technology 

• Enterprise Application 

• Technical Operations 

• Quality Assurance 

• Cybersecurity 

• Document Imaging & 

Management 

• Administrative Rules 

• Policy & Compliance  

• Appeals & Contested Cases 

• Tax Qualification 

• Internal Audits 

• Social Security 

• Enterprise Risk 

Management & Information 

Security 

SL1 

NOTE: This organizational structure 

was reviewed by LFO and DAS CFO 

and approved in June 2016 



7 

Who is PERS? 

As of 6-30-16 

   Membership 

Tier One:  49,687 

Tier Two:  57,945 

OPSRP:   98,612 
RETIRED 

MEMBERS 

136,383 

STATE 

59,830 

LOCAL GOV’Ts 

55,554 

SCHOOL 

DISTRICTS 

86,375 
INDEPENDENTS 

15,844 

(CITIES, COUNTIES, 

COMMUNITY COL-

LEGES, ETC. WHO 

ELECTED TO JOIN 

SLGRP) 

(INCLUDES UNIVERSITIES ) 
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     CORE VALUES  &  OPERATING PRINCIPLES 
Service-Focus Professional 
Accountability Accurate 
Integrity Judicious 
 Information Security 

MISSION STATEMENT 
We serve the people of Oregon by  

administering public employee benefit trusts to pay  
the right person the right benefit at the right time.  

 

 
 

SHARED VISION 

Honoring your public service through secure retirement benefits 
 
  

 

 

 

 

Agency Mission Statement, Shared Vision, and  

Core Values & Operating Principles 



SL1 9 



SL1 10 

Agency Overview – Fundamentals Drive Alignment 

 Collaborative & 

Transparent Leadership 

 Efficient, Effective, 

Adaptable Organization 

 Engaged & Empowered 

Workforce 

 Engaged & Educated 

Stakeholders 

 Timely & Accurate 

Service 

 Trusted & Credible 

Agency 

       KEY GOALS                     OUTCOME MEASURES                            KPMs 

 Clear, Concise 

Communication  

 Employee 

Engagement 

 Operating Effectiveness  

% Green Process Measures  

 Member to 

Staff Ratio 

Total Benefit  

Admin Costs 

 Performance to 

Budget 

Member Service 

Satisfaction 

 Effective 

Employer 

Partnerships 

 Timely Benefit 

Payments 

 Informed 

Retirement 

Decisions 

 Accurate 

Benefit 

Calculations 

1. Retirements started within 45 days  
• Target: 80% 

 

2. Administration costs per member 
• Target: $130 

 
 
3. Member-to-Staff ratio  
• Target: 925:1 
 

4. Monthly benefit calculations within $5.00 
• Target: 100% 

6. Customers rating the service as “good” or 
“excellent”  

• Target: 95% 

Other KPMs 
5. State employee participation in OSGP 
• Target: 38% 
7. Estimates processed in 30 days  
• Target: 95% 
8. Board best practices met  
• Target: 100% 
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Outcome-Based Management System 

Over 80 measures have been developed that gauge performance within PERS’ 

Operating and Supporting Processes. These processes define the work we do, and 

the measures tell us where we need to improve on time, quality, or cost. 

Operating Processes Supporting Processes 

Managing client data & services Communicating internally & externally 

Collecting contributions Managing compliance & risk 

Assessing benefit eligibility Leveraging technology 

Processing benefit applications Managing organizational finances & resources 

Calculating benefits Managing & developing the workforce 

Paying benefits Strategic & operational planning 
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Performance and Outcome Measures 

Outcome and Process Measures foster accountability and transparency. The 

results quantify where problems need solutions, and drive resource allocation. 

  

Targeted performance ranges are in place for each measure: 

 “Green” – at or above acceptable levels  

 “Yellow” – needs attention to advance into acceptable levels 

 “Red” – problem area; manager reports on corrective action plan 
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“Red” Measures Drive Strategic Plan 

and Budget Priorities – Examples 
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Goals: Based on 2015-20 Strategic Plan 

Theme 

Organizational 
Management & 
Development 

Member 
Services & 

Communication 

Data 
Reliability 

Information 
Technology (IT) 

 

 

 

Focus 
Areas 

 

Workforce 
Development 

 

Organizational 
Communication 

 

PERS Outcome- 
Based 

Management 
System 

 

Quality Delivery 
Methods 

 

Member Relations 

 

Member 
Accountability 

 

Data Constancy 

 

Agency Data 
Warehouse 

 

IT Governance & 
Management 

 

Agile System 
Technology 

 

Information 
Security 

 

Disaster Recovery 
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PERS POPs Linked to Strategic Plan 
POP 101 – Cybersecurity Program 

Create a team to develop, implement, and manage a Cybersecurity Program 

that protects information from a wide range of threats to ensure business 

continuity and safeguard members’ personal data.  

 LINK: Information Security 

POP 102 – Phase III to Fully Integrate IAP into the ORION System 

Complete Phase III to transition all aspects of the Individual Account 

Program (IAP) to PERS’ internal administration and eliminate a third-party 

administrator. Phase III constructs the IAP functionality in the agency’s 

benefit administration system and migrates to the new platform. 

 LINK: Member Relations, Quality Delivery Methods 

POP 103 – Business Modernization 

Funding for ongoing support of PERS’ Oregon Retirement Information 

Online Network (ORION), the benefits administration core technology, to 

continually evolve the member services and functionality we provide. 

 LINK: Agile Technology System 
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Other Strategic Plan Goals 
There are other elements of the Strategic Plan that will be addressed through 
allocation of existing resources, such as: 

Data Reliability – Member Accountability 

Establish members as the primary quality check-point on their data of record 

• 2003 PERS Reforms shifted Tier One/Tier Two retirements to “formula” calculations 

driven by employment data (years of service, salary, etc.); eligibility and benefit 

amounts can hinge on small changes to this data 

• Employers have submitted reports for every work segment; members are in the best 

position to gauge the accuracy and completeness of those reports 
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Other Strategic Plan Goals 

Data Reliability – Data Constancy 

Ensure data remains static after it is used in a transaction or payment 

Employers can amend reports even after a member has retired or withdrawn, 
putting PERS in the position of collecting on overpaid benefits and disrupting 
financial plans of members who have moved on in their lives. To bring finality to 
benefit payments, PERS is pursuing two objectives: 

• Lock submitted data for each calendar year 

• Lock previously submitted data (i.e., prior calendar years) after allowing 
employers to review and correct prior records 
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Other Strategic Plan Goals 

Member Services and Communications – Member Relations 

PERS members’ retirement will only be successful with a solid “three-legged 

stool” of PERS benefits, Social Security, and personal savings; we are dedicated to 

giving members the education and tools so they can succeed in that life phase 

• Engage members throughout their career so 

they are better prepared for retirement 

• Improve members’ on-line access to secure 

content and process status 
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Where Does This Leave the System? 

Transaction 2014 2015 2016 

Retirements* 15,966 15,058 14,139 

Withdrawals 5,076 4,808 4,344 

Eligibility reviews 49,646 48,823 43,822 

Telephone calls (incoming/outgoing) 205,379 208,519 222,712 

Emails (incoming) 134,844 204,378 126,710 

Written benefit estimates 10,921 11,434 12,191 

Online benefit estimates** 870,470 820,483 905,229 

*   Including IAP 

** Includes all activity; new estimates, reviewing old estimates, etc. 
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Budget Note Reports for HB 5034 (2015) 
Report on Board-adopted change in Assumed Earnings Rate 

At the February 8, 2016 meeting of the General Government Subcommittee, PERS 

reported the Board’s July 2015 action to reduce the assumed rate from 7.75% to 7.50% for 

2014 and 2015 system valuations. The revised rate was in place for earnings crediting as 

of January 1, 2016. PERS also shared the estimated impact of the reduction on members 

and employers. 
  

Identify recommendations for simplifying and reducing the costs of the benefits 

structure and administration 

At the September 22, 2016 meeting of the General Government Subcommittee, PERS 

reported on constraints on simplification concepts but suggested clarity around work after 

retirement, enhanced data reliability, and elimination of IAP installment payments may 

bring administrative efficiencies without reducing member benefits.  
  

Report on the current state of disaster recovery and business continuity environment 

At the February 12, 2016 meeting of the Joint Committee on Information Management 

and Technology, PERS identified four areas of focus: identify high risk areas that need 

immediate attention; establish a discrete Business Continuity program; determine and 

allocate adequate resources to maintain the BCP; and revise, test, and normalize a BCP in 

agency operations. 
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Interim Agency Priority – Information Security 
Information Security has always been a Core Operating Principle for PERS. We 

recognize that our agency is a “target-rich” environment with personal, 

transactional, and employment data, not only on our members but often on their 

family members and other close associates. In support of that principle, PERS 

over the years has conducted or contracted for a variety of Information Security 

risk assessments and audits. Our constant vigilance in protecting member 

information has driven us to periodically assess how well those efforts continue 

to match industry best practices. 

In light of the passage of Senate Bill 1538 (2016), PERS was asked to engage 

with the State CIO in further prioritizing and elaborating on our remediation 

plans. In early April, we received a joint memo from the State CIO and the 

Legislative Fiscal Office that detailed the action steps, in priority, that they would 

have us follow to bolster our Information Security protections. The memo 

detailed 16 activities that are to be completed in priority order before the end of 

the 2015-17 biennium. Of course, complying with that directive became one of 

our top priorities, and many resources were redirected to planning and executing 

on those activities during this biennium. 
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Information Security – Update 
In close collaboration and engagement with the State CIO’s staff, PERS procured 

a vendor, HP Enterprise Services, to assist us with execution of these 16 activities 

in this biennium. The September 2016 Emergency Board approved PERS’ 

request to increase its Other Funds limitation in the amount of $381,074 to fund 

PERS’ contract with Hewlett Packard Enterprise Services, who was successfully 

engaged and has proceeded to assist the agency in executing the 16 activities that 

we were directed to accomplish before the end of the biennium.  

The remediation and planning activities in this engagement shaped the agency’s 

2017-19 agency request budget. Then, Executive Order 16-13 was issued on 

September 13, 2016, which sought to centralize technology services and training 

for information security in the State CIO’s office.  

 As PERS embarked on its assessment and remediation activities earlier, we have 

received assurances from the State CIO’s office that we should continue our 

efforts to accomplish the 16 activities that they directed. Once the centralized 

service catalogue and structure are implemented, PERS will blend into the State 

CIO’s structure, but our members’ information must be secured until that 

centralized structure is stood up, so our efforts must continue. 



23 

Information Security – Timeline 

SL1 

Due Date 

PERS Information Security Program Plan – identifies resources required to execute ongoing information 

security program. 9/30/2016 

PERS Information Security Staffing Plan – includes an organization plan with roles, responsibilities, and 

reporting structure. 10/31/2016 

Task Set 1 of PERS Information Security Remediation Project Plan – Provide improvements for current 

Information Security technical controls; improvements for network security architecture; and removal, 

isolation or compensating controls for systems no longer supported. 
10/31/2016 

Task Set 2 of PERS Information Security Remediation Project Plan – Review existing software development 

security deficiencies and provide access control and authentication procedures. 11/30/2016 

Task Set 3 of PERS Information Security Remediation Project Plan – Provide log management and security 

incident monitoring; formal recommendation on the IAP Administrative Project Security Plan; and provide 

endpoint security configuration and tools. 
12/31/2016 

Task Set 4 of PERS Information Security Remediation Project Plan – Provide formal recommendation on all 

Information Security related statues, rules and policies to ensure PERS compliance and validation report. 1/31/2017 

Task Set 5 of PERS Information Security Remediation Project Plan – formal recommendation on Information 

Security policies and procedures and updated Information Security Incident Management Plan. 2/28/2017 

Complete all remaining tasks for PERS Information Security Remediation Project Plan, including a document 

that describes initial and ongoing estimated costs of the PERS Information Security Program.. 3/31/2017 

Provide Information Security End User Training Roadmap and Project Closeout. 
4/30/2017 

The following table shows the project deliverables and timelines; all items are on 

schedule and will allow PERS to complete its activities in this biennium as directed. 
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Key PERS Legislation in 2017 Session 

SL1 

The Senate Workforce Committee has conducted a series of Informational 

Meetings on PERS. These discussions have focused on the system’s financial 

challenges and concepts have been solicited by the committee. For example, a 

public hearing was held on Senate Bills 559 and 560, which would: 

 Change the calculation of final average salary to use five years of salary, 

instead of three years, for salary paid beginning January 1, 2018 

 Cap the annual salary used to calculate final average salary at $100,000 per 

year, beginning January 1, 2018 

 Redirect the employee contributions from the Individual Account Program to 

the pension fund, beginning January 1, 2018 

 Direct the PERS Board to recalculate employer contribution rates to reflect 

savings attributable to the bills 

These concepts, and others, continue to be considered by the committee; many 

companion concepts have been introduced in the House as well. 
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Day 2 
 

Report on 2017-19  

Budget Priorities 
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PERS Legislatively Approved Budget      
Historical Comparison 
 

  2005-07 2007-09 2009-11 2011-13  2013-15  2015-17 2017-19 GB 

Limited:             

  

Other Funds- Personal Srvcs 46,953,972 50,682,707 52,751,494 56,744,618 64,362,688 69,524,819 74,407,361 

Other Funds - Srvcs/Supplies 30,384,327 29,620,738 29,916,870 21,660,024 21,009,989 35,302,823 31,642,664 

Other Funds - Capital Outlay 1,033,494 947,701 593,588 927,588 1,478,453 2,121,807 841,002 

Other Funds - Spc Payments             2,252,966 

Other Funds 78,371,793 81,251,146 83,261,952 79,332,230 86,851,130 106,949,449 109,143,993 

Other Funds Debt Srvc 5,720,950 5,709,200 1,423,075 1,418,600 1,302,850 1,290,750   

Total 84,092,743 86,960,346 84,685,027 80,750,830 88,153,980 108,240,199 109,143,993 

Permanent Positions 264 294 327 332 362 374 372 

Limited Positions 137 100 41 33 5 8 6 

Total Positions 401 394 368 365 367 382 378 

Non-Limited:               

Other Funds 5,646,765,074 6,286,947,122 6,781,885,664 7,434,035,699 9,277,875,000 9,723,458,062 10,993,982,999 

Other Funds Debt Srvc       3,140,326       

Total 5,646,765,074 6,286,947,122 6,781,885,664 7,437,176,025 9,277,875,000 9,723,458,062 10,993,982,999 

Total Expenditures 5,730,857,817 6,373,907,468 6,866,570,691 7,517,926,855 9,366,028,980 9,831,698,261 11,103,126,992 

% Limited Budget 1.47% 1.36% 1.23% 1.07% 0.94% 1.09% 0.98% 



SL1 27 

Budget Comparison: 2015-17 to 2017-19 

PERS’ 2017-19 budget 

increases: 

 

 Salaries: $2,488,357   

 Other Personnel Expenses and 

Adjustments: $2,394,185 

 Services & Supplies: ($3,660,159) 

 Capital Outlay: ($1,280,805) 

 Special Payments: $2,252,966 

 45,333,113   47,821,470  

 24,191,706  
 26,585,891  

 35,302,823  
 31,642,664  

 2,121,807   841,002  
$0 $2,252,966 
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Budget Comparison:  
PERS to Other State Agencies 
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Tier One and Tier Two Program 
(Non-Limited Budget) 
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Oregon Public Service Retirement Plan  
(Non-Limited Budget) 

**The decline in membership totals in the 11-13 biennium was due to a correction in reporting.  Loss of Membership accounts had not be 

taken into consideration as this was not possible until 2009.  These accounts were removed and membership count adjusted. 
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Individual Account Program 
(Non-Limited Budget) 
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Retirement Health Insurance Programs 
(Non-Limited Budget) 
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    PERS Positions and Total Membership 
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PERS Positions and Retirees 
 

0

100

200

300

400

500

600

700

800

900

1,000

 20,000

 40,000

 60,000

 80,000

 100,000

 120,000

 140,000

 160,000

2003-2005 2005-2007 2007-2009 2009-2011 2011-2013 2013-2015 2015-2017 2017-2019

P
O

S
IT

IO
N

S
 

R
E

T
IR

E
E

S
 

Biennium 

RETIREES POSITIONS

Historical 2003-2016 

Projected 2017-2019 

2017-2019  

GOVERNOR’S BUDGET 



SL1 35 

PERS Positions and Benefit Payments 
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12-Year Operating Budget, Expenditure, and 
Staffing Trends 

300

325

350

375

400

425

450

475

500

$40,000,000

$50,000,000

$60,000,000

$70,000,000

$80,000,000

$90,000,000

$100,000,000

$110,000,000

$120,000,000

2005 - 2007 2007 - 2009 2009 - 2011 2011 - 2013 2013 - 2015 2015 - 2017 2017 - 2019

S
T
A

F
F

 P
O

S
IT

IO
N

S
 

B
U

D
G

E
T

 D
O

L
L

A
R

S
 

ACTUALS LAB STAFF 

BIENNIUM 

2017-2019  

GOVERNOR’S BUDGET 



SL1 

Major Cost Drivers – PERS Compared to Peers* 

* Data from CEM, Inc. for FY 2015 

1 

1  PERS administers four programs (Tier One, Tier Two, OPSRP Pension Program, IAP); we process 

two retirements per member and use up to three calculation methods to determine the benefit amount 

37 

1 
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PERS’ Total Relative Complexity* 

* Data from CEM, Inc. for FY 2015 

Averages 

Parameter PERS Peers 

Pension payment options 62 56 

Customization choices 30 29 

Multiple plan types & overlays 100 53 

Multiple benefit formulas 51 39 

External reciprocity 0 27 

COLA rules 51 31 

Contribution rates 75 56 

Variable compensation 100 81 

Service credit rules 61 58 

Divorce rules 100 63 

Purchase rules 80 66 

Refund rules 31 51 

Disability rules 94 77 

Translation 20 13 

Defined contribution plan rules 100 60 

Total relative complexity 92 71 
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Policy Package 090: - Analyst Adjustments – Based on Executive Order 16-13, two 

PERS permanent staff from the Information Services Division (ISD) were removed from 

our base budget to benefit Cybersecurity. The total removed was $496,921. 

Policy Package 091: - Reduction of State Government Service Charges – A total of 

$422,825 was removed from PERS’ current service level for state government service 

charges (SGSC) and DAS Price List charges. 

Policy Package 092: - Reduction in Attorney General fees – Attorney General (AG) 

rates were adjusted from the published pricelist of $198 per hour to $185 per hour. The 

AG fees were reduced by $80,047. 

 

 

 

 

 

 

 

Policy Packages Summary 
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Policy Packages Summary (continued) 

Policy Package 101: – Cybersecurity Program – PERS requested $2,252,966 Other 

Funds limitation to create a Cybersecurity program within PERS. In order to comply with 

Executive Order 16-13 Unifying Cybersecurity in Oregon, OSCIO will provide 

cybersecurity services; therefore this amount will be transferred to DAS.   

In the event of a localized disaster, maintaining continuity of PERS is critical to 

successfully processing and paying pension benefits to PERS members.  

While PERS maintains a cybersecurity program, it is fragmented, there is not enough 

focus on end-user awareness training, it lacks operational accountability, and is often 

viewed as an afterthought when developing or implementing new technologies.  

 

Cybersecurity, therefore, is comprised of implementing suitable controls, including 

policies, procedures, organization structures, and software and hardware functions.  

These controls need to be established, implemented, monitored and improved, where 

necessary, to ensure that the specific security and business objectives of the agency are 

met.  
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Policy Packages Summary (continued) 

Policy Package 101: – Cybersecurity Program – 

The Cybersecurity Program enhances PERS Information Security Management System, 

which establishes an information risk assessment and treatment process, and the 

development of a formal Cybersecurity Organizational Structure. 

In alignment with PERS strategic plan, PERS is seeking to create a cybersecurity team 

which, under the guidance of the PERS CISO and Information Security Board, will be 

responsible for developing, implementing, and managing the PERS Information Security 

program.  

    

Finally, PERS Cybersecurity Program is in alignment with PERS’ 2015-2020 Strategic 

Plan - Information Governance, Security, and Technology initiative. The Cybersecurity 

Program enhances PERS Information Security Management System, which establishes 

an information risk assessment and treatment process, and the development of a formal 

Cybersecurity Organizational Structure.  
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Policy Packages Summary (continued) 

Policy Package 102: - Fully Integrating IAP Administration into the PERS ORION 

System (Phase III) –  PERS requested $2,757,595 Other Funds limitation and the 

establishment of three new full-time limited duration positions (3.00 FTE) in the 

Information Services Division. This proposal completes the transfer to PERS of all 

aspects of the Individual Account Program (IAP) administration by December 15, 2018 

and eliminates over $2.2 million in annual costs for an outside third-party administrator 

(TPA). The split administration between PERS and the TPA creates fundamental, 

structural problems (handoffs between PERS and the TPA, redundant staff work, and 

constant reconciliation of records between the two systems) which lead to lengthy 

processing time and occasional errors.  

PERS currently administers major components of the IAP, and this proposal leverages on 

the agency’s current recordkeeping and payment processing systems to eliminate these 

inherent problems from splitting administration.  

Eliminating the TPA will enhance PERS’ ability to better execute its mission to “pay the 

right person the right benefit at the right time.” 
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Bring IAP In-House – Status Report 

This project is in Phase III, where we are developing the functionality necessary to 

administer all aspects of the Individual Account Program (IAP) by PERS and eliminate the 

use of an outside third-party administrator. Completion of Phase III is the subject of POP 

102 in the agency’s 2017-19 budget request. 

 

Phase I (completed):             Prototype proof of concept for an ESB solution 

Phase II (completed):           System architecture built; user interface designed; and system 

requirements documented 

Phase III (to be completed): Construction of production solution; testing; deployment; 

and transition from TPA 

 

   $1,914,399    Original POP Allocation 

   $1,255,601    SB 5701 Allocation 

   $3,170,000    IAP Phase III Dollars 

 

  ($1,273,321)  Actual Expenses (through 12/31/2016) 

  ($1,896,679)  Projected Expenses 

   $  0                Remaining Budget in 2015-17 
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Policy Packages Summary (continued) 

Policy Package 103: – Business Modernization – PERS requested $6,401,007 Other 

Funds limitation in the Information Services Division to fund and support PERS 

Technology Modernization and a Pension Case Management Solution.  

Background: Remember that member expectations drive PERS’ strategic goals. In the 

area of technology, note that OPSRP has more members than Tier One and Tier Two 

combined. Our 2015-2020 Strategic Plan aims to modernize and enhance our 

communications to better meet the needs of these younger members as we strive to 

engage them in career-long retirement planning.  

Member engagement 
Members that make better-informed decisions throughout their careers are more likely to 
achieve a secure and successful retirement. To drive this outcome, PERS must: 
• give members real-time, easy-to-use tools to check their work history, know if they are 
on track to retire, and understand their benefit options; 
• offer access on the platforms and devices members use—not just Internet Explorer; and 
• provide electronic forms and the ability to track the status of benefit applications.  
 
Agile technology system 
Modernizing ORION to a service-oriented architecture extends the useful life of the 
network’s components and allows for incremental improvements rather than a more 
expensive “rip and replace.” 
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Policy Packages Summary (continued) 

Policy Package 103: – Business Modernization –  

 

New functionality 

ORION modernization will provide PERS the ability to: 

• enhance our members’ online experience through a variety of 

platforms and devices, such as smartphones; 

• allow for full functionality for aspects of the OPSRP Pension 

Program, such as splitting benefits for divorced members; 

• increase the accuracy and timeliness of benefits, calculations, and 

payments; and 

• sustain and enhance system architecture and technologies to 

decrease time and labor spent on workarounds 

 

Better experiences 

To modernize the technology platform, address functional 

inefficiencies, and sustain and evolve ORION for the next decade, 

PERS seeks approval for funding to increase the Information 

Services Division current service level budget by $5,885,277, and 

provide a Pension Case Management Solution ($515,731).  
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Policy Packages Summary (continued) 

Policy Package 200: – Data Center Migration– This package has been added by CFO 

and adds $1,147,634 in Other Funds limitation to the Information Services Division. 

PERS has worked with the State Data Center to develop initial cost estimates necessary 

to design, plan, test and deploy a warm-site in the State Data Center. In the event of a 

localized disaster, maintaining continuity of PERS is critical to the successful processing 

and payment of pension benefits for PERS members. These funds will be transferred to 

DAS CIO for labor, build out, and licensing costs. 
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Appendix 1: Strategic Plan And Process 

Improvements, Supporting Documentation, 

And Required Reports 
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#1: Retirement, Death, and Disability Program 
    PERS administers a single, integrated system of retirement, death, and 

disability benefit programs for public employees throughout Oregon. 
Business processes, service delivery, and support functions are 
integrated across the agency’s divisions and third-party administrators. 

 
#2: PERS Retiree Health Insurance Program 
    Provides health care insurance protection to eligible members, 

including a Medicare health insurance supplement. Business processes, 
service delivery, and support functions are integrated across the 
agency’s divisions and third-party administrators.  

 
#3: Deferred Compensation Program 
    Provides a Section 457 deferred compensation plan (OSGP) for state 

and local government participants to supplement retirement savings. 
      

Program Priorities Summary 
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#4: Social Security Coverage Program 

 Federally mandated program to assist public employers who join the 

federal Social Security Old Age and Survivorship Program. The state 

is required to maintain a single point-of-contact for the program; 

PERS serves as that contact. 

#5: Debt Service Program 

    PERS’ debt service is for repayment of costs to build the PERS 

headquarters building in Tigard. Construction was completed in 1997 

at a total cost of $8.3 million. The principle payment of $1,200,000 

and interest payment of $90,750 are scheduled for 2015-17; the debt 

service will be paid off by May 2017. 

Program Priorities Summary (continued) 
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 Key performance measures (KPMs) used to gauge PERS’ progress 

historically and with public retirement system peer group 

 KPM results are used to formulate strategic and tactical plans which 

are, in turn, used to develop the agency’s biennial budget 

 KPMs and internal performance measures help guide longer-term 

management and agency restructuring 

 CEM Benchmarking (a third-party consultant) provides analysis and 

peer comparisons, including activity cost, customer service, workload 

volume, relative complexity, and best practices 

 The agency then determines and prioritizes workload processing 

changes and customer service enhancements 

 

2016 Key Performance Measures (KPMs) 
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KPM Status and Comments 

1. Timely retirement payments 

(percentage of initial service 

retirements paid within 45 

days of retirement date)  

 Target: 80%  

Decrease: During FY2016, PERS issued 60% of 

its pension benefit inceptions within 45 days of 

the member’s effective retirement date, down 

from the 74% performance rate in FY2015. This 

year’s decrease in performance was impacted by 

staff turnover and available staffing resources in 

the units involved in the pension inception 

process.  

2. Total benefit administration 

costs (benefit administration 

cost per member)  

 Target: $140 

Cost increase: For FY2016, PERS’ cost per 

member is $150, up from $133 in FY2015. 

FY2016 total attributable administrative costs 

(non-inflation adjusted) are up by over $7 million 

from FY2015. A large portion of this increase is 

due to significantly higher State Government 

Service charges. 

2016 Key Performance Measures (KPMs) 
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KPM Status and Comments 

3. PERS member-to-staff ratio  

 Target: 995:1  

Decrease: PERS’ member to staff ratio 

decreased to 977:1 in FY2016, down from 991:1 

in FY2015. The staffing for FY16 increased by 

12 FTE from FY15 levels, and the membership 

levels are up by 2% this year.  

4. Accurate benefit calculations 

(percentage of monthly benefits 

calculated to within $5) 

 Target: 100% 

Approaching target: In FY2016, initial service 

retirement benefit calculations were accurate to 

within $5 per month 95% of the time, up from 

94% in FY2015. Three errors in calculated 

monthly benefits were uncovered during the 

annual random audit of 60 sample calculations. 

5. Percent of state employees 

participating in the deferred 

compensation program (OSGP)  

 Target: 38% 

Increase: State government employee 

participation in OSGP increased to 39% in 

FY2016, up from 36% in FY2015. OSGP 

continues to enhance efforts to educate and 

remind existing and new employees of the 

benefits of participating in the program. 

2016 Key Performance Measures (KPMs) 
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KPM Status and Comments 

6. Percent of customers rating the 

agency’s customer service as 

“good” or “excellent”  

 Target: 95% 

Maintained: 92% of members and retirees rated 

PERS customer service “good” or “excellent” 

overall in the 2016 customer satisfaction survey, 

matching 2015. This level has been consistently 

maintained since 2014. 

7. Timely benefit estimates  

(percent of benefit estimates 

processed within 30 days of 

request) 

 Target: 95% 

Decrease: For FY2016, PERS provided member 

benefit estimates within 30 days 56% of the time, 

down from 94% in FY2015. This is mainly due 

to staffing constraints as compared to the 

previous year. 

8. Percent of best practices met 

by Board of Directors  

 Target: 100% 

Target met: 100% of the 15 best practices 

criteria were met in the 2013-15 biennium, which 

is consistent with the previous two biennia. The 

2015-17 assessment will be conducted within the 

current fiscal year.   

2016 Key Performance Measures (KPMs) 
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2015-17 Progress Report  

With the combined resources of the agency’s base budget and POPs, PERS 

made significant progress on the objectives set forth in the Six-Year 

Strategic Outlook and the Key Performance Measures, as well as in the area 

of business process improvements. Indicators of the progress made in 2015-

17 are discussed on the following pages and include: 

 Timely and Accurate Benefit Payments   

 High-Quality Customer Service 

 Optimized Effectiveness and Efficiency 

 Business Process Improvements 
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2015-17 Progress Report: Timely and Accurate 
Payments of PERS Benefits 
The KPM target is to provide 80% of initial retirement payments within 45 days of the 

member’s effective retirement date. PERS did not make progress toward this measure in 

FY 2016, decreasing in performance from 74% in 2015 to 60% in 2016. This decrease 

was impacted by staff turnover and available staffing resources in the units involved in 

the pension inception process. Several key staff promoted into other areas, and new 

employees were hired in their places. Staffing resources were also affected by a large 

recalculation project resulting from the Moro court case. Key employees have been 

involved in this two year project, resulting in a drain on the staffing resources. 

Accuracy, however, improved over previous performance. The target is to calculate 

benefits accurately to within $5 per month 100% of the time. The performance improved 

to 95% in 2016, up from 94% in 2015. Our Operations Division continues to perform 

monthly quality assurance samplings of various calculations and the error rate month to 

month during FY2016 varied from under one percent some months, to as high as 3 

percent. 
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2015-17 Progress Report: High-Quality 
Customer Service 
The KPM is to achieve a customer satisfaction rating of “good” or “excellent” from 

95% of members and employers. The percentage of members rating our service either 

“good” or “excellent” was 92% in 2016; employers’ ratings were 88%. PERS 

continues to keep customer service and satisfaction as a major focus in its agency 

strategies and staff efforts. Member-oriented services such as the one-on-one 

retirement application assistance program continue to be very successful. PERS has 

also continued to offer workshops and presentations with individual employers and 

groups beyond the usual outreach presentations. This effort, along with continued 

success in its employer advocate program and other training efforts, have helped to 

bolster customer service to employers. 
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2015-17 Progress Report: Optimize 
Effectiveness and Efficiency 
PERS strives to deliver high-quality, cost-effective service to members and employers. 

While the successful completion of enterprise projects and process efficiencies have 

helped to stabilize PERS’ annual operating expenditures, we did experience a cost 

increase in FY2016. PERS’ cost per member in 2016 was $150, up from $133 in 2015. 

FY2016 total attributable administrative costs (non-inflation adjusted) are up by over $7 

million from FY2015. A large portion of this increase is due to significantly higher State 

Government Service charges. Many of these fees are charged in the first year of a new 

biennium, and in FY16 these charges increased by $4 million over the FY15 levels. 

There was also a $2.8 million increase in IT consulting due to several technology-related 

projects (including IT work for the Moro project). 
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Project Name Project Description Estimated 
Start Date 

Estimated 
End Date 

Project 
cost to date 

Estimated 17-
19 Costs 

Total 
project 
cost 

Base 
or 
POP 

What Program 
or line of 
business does 
the project 
support? 

Cybersecurity 
Program  

Creates a cybersecurity team, which 
will be responsible for developing, 
implementing and managing the PERS 
Cybersecurity Program. Cybersecurity 
is comprised of implementing suitable 
controls including policies, procedures, 
organization structures, and software 
and hardware functions.  

07/01/2017 06/30/2019 2,252,966 2,252,966 POP PERS 
administration 

Fully Integrating 
IAP 
Administration 
into the PERS 
ORION System 
Phase III 

This proposal completes the transfer to 
PERS of all aspects of the Individual 
Account Program (IAP) administration 
by Dec 15, 2018, and eliminates over 
$2.2 million in annual costs for an 
outside third-party administrator 
(TPA). Phase III is construction and 
transition phases of the project.  

7/1/2013 12/15/2018 $2,284,839  
 

(as of 
12/31/2016) 

$2,757,595   $6,108,750  POP Bringing IAP in-
house means PERS 
provides 
administration over 
all retirement plans 

Business 
Modernization 

This proposal funds PERS Technology 
Modernization and a Pension Case 
Management Solution. The PERS 
2015-2020 Strategic Plan has a goal to 
provide an Agile Technology System 
that improves IT efficiency and 
responsiveness to business operational 
changes.  

07/01/2017 06/30/2019 6,401,007 6,401,007 POP PERS 
administration 

2017-19 Information Technology Related Projects 
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Audit Response Reports 

The following external audits were completed in the 2015-17 biennium: 

 
Report # 2015-27: State Agencies Respond Well to Routine Public Records 

Requests, but Struggle with Complex Requests and Emerging Technologies 

PERS was one of nine agencies included in this audit. Recommendations were 

addressed to the Department of Administrative Services and the Oregon Legislature. 

  

Report # 2015-33: Comprehensive Annual Financial Report for the Fiscal Year 

Ended June 30, 2015 

No significant deficiencies or material weaknesses. 

  

Report # 2016-10: Audit of Schedule of Employer Allocations for the Fiscal Year 

Ended June 30, 2015 

No significant deficiencies or material weaknesses.  

 

Report # 2016-36: Comprehensive Annual Financial Report for the Fiscal Year 

Ended June 30, 2016 

No significant deficiencies or material weaknesses.  
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2017-19 Budget Summary 
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2017-19 Budget Summary (continued) 
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2017-19 Budget Summary (continued) 
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10% Budget Reduction Options 

  In compliance with ORS 291.216, PERS’ 10% Reduction Options 

are included in the Governor's Budget in the Agency Summary 

Section. 

 PERS administers a single, integrated system of retirement, death, 

and disability benefit programs for public employees. This system 

is protected under the Contracts Clause of the Oregon Constitution. 

As such, budget reductions are based on a strategy that would result 

in decreased service levels and performance, rather that eliminating 

programs or functions. 

 The identified reduction options total 37 positions and $9,737,885 

against the Current Service Level of $97,378,851 (10.00%). 
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Long Term Vacancies (as of 12/31/2016) 

 

Authorization Position Reason Narrative XREF OF Vac 7-11 Vac 12+ 

000231880 0137240 Filled by rotational  WOC 500-01-02-00000 247,344 0 1 

000232070 0137430 Being held for future reclass. 500-02-01-00000 99,864 1 0 

000232900 9100123 Recruitment in process. 500-04-01-00000 58,440 0 1 

000516630 9300130 Filled by rotational WOC. 500-03-01-00000 184,824 0 1 

000536450 9500120 Funding source for re-class 500-04-01-00000 94,704 0 1 

000669120 9900150 Funding source for re-class 500-02-01-00000 58,440 0 1 

000754210 0110507 Position used to finance LF pos 500-03-01-00000 78,960 0 1 

000914630 0508402 Being held for future reclass. Pending CFO approval 500-04-01-00000 188,400 1 0 

000914670 0508406 Being held for future re-class. Pending CFO approval 500-04-01-00000 156,168 0 1 

000983750 0911413 Recruitment in process. 500-04-01-00000 56,640 1 0 

000984510 0911421 Funding source for re-class 500-04-01-00000 52,512 0 1 

001039850 1110242 Filled by rotational WOC 500-07-01-00000 82,800 0 1 

001187280 1510124 Filled by lateral job rotation 500-07-01-00000 82,800 0 1 

001221110 1311122 Recruitment in process. 500-05-01-00000 63,264 1 0 

001243450 1710201 Recruitment in process. 500-04-01-00000 113,064 0 1 

001243460 1710202 Recruitment in process. 500-04-01-00000 113,064 0 1 
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PERS New Hires 2015-17 

Date Hired Position No. Class Class Description Step  Salary 

Reason Above 

Step 2

7/1/2015 0110511 C1487 INFO SYSTEMS SPECIALIST 7     8 6,876.00$         Market Demand

7/2/2015 9900100 X7002 PRINCIPAL EXECUTIVE/MANAGER B 4 4,518.00$         Promotion

7/6/2015 8700104 C1486 INFO SYSTEMS SPECIALIST 6     3 4,934.00$         Market Demand

7/16/2015 9100131 X0863 PROGRAM ANALYST 4             2 5,492.00$         

8/2/2015 8700110 C0855 PROJECT MANAGER 2             2 4,569.00$         

8/10/2015 1710103 C0841 RETIREMENT COUNSELOR 1        2 3,001.00$         

8/10/2015 1710104 C0841 RETIREMENT COUNSELOR 1        2 3,001.00$         

8/10/2015 9700250 C0841 RETIREMENT COUNSELOR 1        2 3,001.00$         

8/17/2015 9900210 C1487 INFO SYSTEMS SPECIALIST 7     8 6,876.00$         Market Demand

9/16/2015 1710105 C0842 RETIREMENT COUNSELOR 2        6 3,974.00$         Promotion

9/21/2015 8700103 C1488 INFO SYSTEMS SPECIALIST 8     6 6,834.00$         Market Demand

9/28/2015 1313128 C0104 OFFICE SPECIALIST 2           4 2,636.00$         Promotion

9/28/2015 8900201 C0870 OPERATIONS & POLICY ANALYST 1 4 3,781.00$         Promotion

10/1/2015 1510111 C0842 RETIREMENT COUNSELOR 2        7 4,161.00$         Promotion

10/1/2015 8900400 X1320 HUMAN RESOURCE ANALYST 1      2 3,717.00$         

10/5/2015 1510121 C0842 RETIREMENT COUNSELOR 2        1 3,139.00$         

10/5/2015 1710306 C0842 RETIREMENT COUNSELOR 2        3 3,450.00$         Promotion

10/5/2015 1710307 C0842 RETIREMENT COUNSELOR 2        5 3,781.00$         Promotion

11/1/2015 0980602 C0842 RETIREMENT COUNSELOR 2        1 3,139.00$         

11/2/2015 1313134 C0842 RETIREMENT COUNSELOR 2        2 3,290.00$         

11/2/2015 1710305 C0842 RETIREMENT COUNSELOR 2        3 3,450.00$         Promotion

11/2/2015 9100115 C1486 INFO SYSTEMS SPECIALIST 6     4 5,166.00$         Market Demand

11/9/2015 0110502 C0871 OPERATIONS & POLICY ANALYST 2 1 3,974.00$         

11/9/2015 1110224 C0871 OPERATIONS & POLICY ANALYST 2 3 4,358.00$         Promotion

11/12/2015 0507060 C0841 RETIREMENT COUNSELOR 1        1 2,873.00$         
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PERS New Hires 2015-17 (continued) 

Date Hired Position No. Class Class Description Step  Salary 

Reason Above 

Step 2

11/12/2015 1110204 C0841 RETIREMENT COUNSELOR 1        1 2,873.00$         

11/12/2015 1510120 C0841 RETIREMENT COUNSELOR 1        2 3,001.00$         

11/12/2015 1710302 C0841 RETIREMENT COUNSELOR 1        1 2,873.00$         

11/12/2015 1710303 C0841 RETIREMENT COUNSELOR 1        1 2,873.00$         

12/14/2015 1710301 C0841 RETIREMENT COUNSELOR 1        1 2,916.00$         

12/21/2015 8700204 C0841 RETIREMENT COUNSELOR 1        1 2,916.00$         

1/4/2016 0137190 C0841 RETIREMENT COUNSELOR 1        2 3,045.00$         

1/4/2016 0501117 C0841 RETIREMENT COUNSELOR 1        2 3,045.00$         

1/4/2016 0911320 C0841 RETIREMENT COUNSELOR 1        2 3,045.00$         

1/4/2016 1110243 X0872 OPERATIONS & POLICY ANALYST 3 6 6,494.00$         Promotion

1/18/2016 9300014 C0104 OFFICE SPECIALIST 2           2 2,471.00$         

1/19/2016 1110202 C0841 RETIREMENT COUNSELOR 1        2 3,045.00$         

2/1/2016 0137070 C0104 OFFICE SPECIALIST 2           3 2,576.00$         Promotion

3/7/2016 0137130 C0104 OFFICE SPECIALIST 2           2 2,471.00$         

3/7/2016 1510116 C0104 OFFICE SPECIALIST 2           4 2,675.00$         Promotion

3/17/2016 0110304 C1244 FISCAL ANALYST 2              9 5,888.00$         Promotion

3/28/2016 0509415 X5618 INTERNAL AUDITOR 3            8 7,508.00$         Promotion

4/4/2016 0911310 C0841 RETIREMENT COUNSELOR 1        1 2,916.00$         

4/4/2016 9100103 C0841 RETIREMENT COUNSELOR 1        1 2,916.00$         

4/18/2016 9500200 C0842 RETIREMENT COUNSELOR 2        8 4,423.00$         Promotion

4/21/2016 9900300 C1216 ACCOUNTANT 2                  7 4,423.00$         Promotion

4/28/2016 0398180 C0841 RETIREMENT COUNSELOR 1        1 2,916.00$         

5/2/2016 0110302 C0870 OPERATIONS & POLICY ANALYST 1 9 4,862.00$         Promotion

5/2/2016 1710110 C2446 PRINT SERVICES TECHNICIAN     2 2,576.00$         

5/16/2016 1510101 X0872 OPERATIONS & POLICY ANALYST 3 4 5,894.00$         Promotion

5/18/2016 9500140 C1215 ACCOUNTANT 1                  4 3,501.00$         Promotion
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PERS New Hires 2015-17 (continued) 

Date Hired Position No. Class Class Description Step  Salary 

Reason Above 

Step 2

5/31/2016 8700105 C1485 INFO SYSTEMS SPECIALIST 5     4 4,901.00$         Market Demand

6/7/2016 8900103 C1484 INFO SYSTEMS SPECIALIST 4     1 3,826.00$         

6/13/2016 0137010 C0104 OFFICE SPECIALIST 2           2 2,471.00$         

6/13/2016 0501106 C0107 ADMINISTRATIVE SPECIALIST 1   2 2,675.00$         

6/20/2016 1510104 X0872 OPERATIONS & POLICY ANALYST 3 2 5,349.00$         

6/27/2016 0911418 C0103 OFFICE SPECIALIST 1           3 2,302.00$         Promotion

7/11/2016 1710101 C0841 RETIREMENT COUNSELOR 1        2 3,045.00$         

8/1/2016 8700202 X7008 PRINCIPAL EXECUTIVE/MANAGER E 9 8,269.00$         Promotion

8/15/2016 9900140 C0871 OPERATIONS & POLICY ANALYST 2 4 4,637.00$         Promotion

8/29/2016 9100128 C0855 PROJECT MANAGER 2             4 5,102.00$         Promotion

8/29/2016 9900170 C0855 PROJECT MANAGER 2             4 5,102.00$         Promotion

9/1/2016 0507007 C0842 RETIREMENT COUNSELOR 2        6 4,033.00$         Promotion

9/1/2016 1189702 C0871 OPERATIONS & POLICY ANALYST 2 5 4,862.00$         Promotion

9/1/2016 1710203 C1486 INFO SYSTEMS SPECIALIST 6     6 5,748.00$         Market Demand

9/1/2016 8900400 X1320 HUMAN RESOURCE ANALYST 1      6 4,620.00$         Promotion

9/12/2016 1110201 C0841 RETIREMENT COUNSELOR 1        3 3,185.00$         Promotion

9/12/2016 9700140 C0841 RETIREMENT COUNSELOR 1        3 3,185.00$         Promotion

9/19/2016 9300004 C1486 INFO SYSTEMS SPECIALIST 6     9 6,603.00$         Market Demand

9/30/2016 0911402 C1485 INFO SYSTEMS SPECIALIST 5     4 4,901.00$         Market Demand

11/1/2016 0110501 C0871 OPERATIONS & POLICY ANALYST 2 3 4,730.00$         Promotion

11/1/2016 0911431 C0438 PROCUREMENT & CONTRACT SPEC 3 2 4,959.00$         

11/1/2016 9900180 C1482 INFO SYSTEMS SPECIALIST 2     3 3,611.00$         Market Demand

11/14/2016 1706011 X0866 PUBLIC AFFAIRS SPECIALIST 3   4 6,182.00$         Promotion

12/1/2016 0501101 C0871 OPERATIONS & POLICY ANALYST 2 1 4,432.00$         

12/1/2016 1710304 C0870 OPERATIONS & POLICY ANALYST 1 4 4,217.00$         Promotion

12/19/2016 1110244 X1322 HUMAN RESOURCE ANALYST 3      7 6,673.00$         Promotion

12/29/2016 1311121 X1339 TRAINING & DEVELOPMENT SPEC 2 6 5,770.00$         Promotion



SL1 104 

• Retirement Services

• Death, Divorce & Disability  

  Services

• Benefit Application & Intake

  Processing

• Benefit Adjustments

• Actuarial Svc & Financial 

  Modeling

• Budget & Fiscal

• Contributions/Banking

• Contracting/Procurement

• Financial Reporting

• Facility Services

• Human Resources

• Retiree Health Insurance

• Oregon Savings Growth Plan

  (Deferred Compensation) 

• Business Information &

  Technology

• Enterprise Application

• Technical Operations

• Quality Assurance

• IT Security

• Document Imaging &  

  Management

• Customer Svc Center

• Employer Reporting 

• Member Eligibility

• Withdrawal Processing

Director

PERS Board

Public Employees Retirement System

2015-17 Legislatively Adopted Budget

380 Positions

• Executive Oversight

• Board Support

• Internal Audits

• Social Security

PPCD
26 Pos. 26.00 FTE

(26.00 FTE Perm 0.00 FTE LD)

Benefit Payments
80 Pos. 80.00 FTE

(80.00 FTE Perm, 0.00 FTE LD)

Financial and Administrative
62 Pos 62.00 FTE 

(59.00 FTE Perm,3.00 FTE LD)

Information Services
75 Pos 75.00 FTE

(72.00 FTE Perm,3.00 FTE LD)

Customer Services
127 Pos 127.00 FTE

(127.00 FTE Perm 0.00 FTE LD)

380.00 FTE  

Central Administration
10 Pos. 10.00 FTE

(10.00 FTE Perm, 0.00  FTE LD)

• Admin Rules

• Appeals & Contested Cases

• Business Rules

• Policy Analysis

• Tax Qualification

• Project Management Office

• Publications &

  Communications

-------- Represents a change from 

the previous biennium

_____Denotes no change from 

prior biennium
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• Actuarial Services

• Financial Modeling

• Budget & Fiscal

• Contributions/Banking

• Contracting/Procurement

• Financial Reporting

• Facility Services

• Human Resources

• Retiree Health Insurance

• Oregon Savings Growth Plan

  (Deferred Compensation) 

• Business Information &

  Technology

• Enterprise Application

• Technical Operations

• Quality Assurance

• Cybersecurity

• Document Imaging &  

  Management

• Member Information Center

• Employer Service Center

• Strategic Operations

• Operations Technical Support

• Retirement Education

• Specialty Qualifications

• Benefit Application Intake

  And Review

• Benefit Preparation

• Data Integrity

• Member Account Adjustments

• Publications &

  Communications

Director

PERS Board

Public Employees Retirement System

2017-19 Governor’s Budget Proposed Organization

378 Positions

• Executive Oversight

• Board Support

• Legislative Coordination

• Strategic and Operational

  Planning

Compliance, Audit, and Risk
18 Pos. 18.00 FTE

(18.00 FTE Perm, 0.00 FTE LD)

Financial and Administrative
62 Pos 62.00 FTE 

(59.00 FTE Perm,3.00 FTE LD)

Information Services
73 Pos 73.00 FTE

(70.00 FTE Perm,3.00 FTE LD)

Operations Division
210 Pos 210.00 FTE

(210.00 FTE Perm 0.00 FTE LD)

378.00 FTE  

Directors Office
15 Pos. 15.00 FTE

(15.00 FTE Perm, 0.00  FTE LD)

• Administrative Rules

• Appeals & Contested Cases

• Business Rules

• Policy and Compliance

• Tax Qualification

• Internal Audits

• Social Security

• Risk and Information

   Security

-------- Represents a change from 

the previous biennium

_____Denotes no change from 

prior biennium



SL1 106 



SL1 107 



SL1 108 



SL1 109 



SL1 110 



SL1 111 



SL1 112 



SL1 113 



SL1 114 



SL1 115 



SL1 116 



SL1 117 



SL1 118 



SL1 119 



SL1 120 



SL1 121 



SL1 122 



SL1 123 



SL1 124 



SL1 125 



SL1 126 



SL1 127 



SL1 128 



SL1 129 



SL1 130 



SL1 131 



SL1 132 



SL1 133 



SL1 134 



SL1 135 



SL1 136 



SL1 137 

Appendix 2: Program Funding Proposals 
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Appendix 2: Program Funding Proposals  
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Tier One and Tier Two Program 
(Non-Limited Budget) 

Primary Outcome Area:    Improving Government 

Secondary Outcome Area:  (None) 

Program Contact:    Steve Rodeman, 503.603.7695 
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Tier One and Tier Two Program 
(Non-Limited Budget) (continued) 

Executive Summary 

The Tier One and Tier Two Program represents administration of active and inactive member 

accounts and benefit payments to retired members of these legacy plans, defined in ORS Chapter 

238, that are now closed to new members. Benefit payments include retirement allowances, 

account withdrawals, death and disability benefits, and health insurance premium pass-through 

and subsidy account disbursements. Administration of the programs includes receiving 

contributions on behalf of active Tier One and Tier Two members, providing information and 

services to members, and processing retirements of Tier One and Tier Two members.  All such 

funds are held in trust for the exclusive benefit of the plans’ members. These plans were closed to 

new members as of December 31, 1995, for Tier One and August 28, 2003, for Tier Two.   

 

Performance Achievement:  Requested Non-Limited Other Funds support the agency mission to 

administer public employee benefit trusts to pay the right person the right benefit at the right time. 

Performance achievement is measured through legislatively mandated Key Performance 

Measures, quarterly reporting of internal core operating and supporting business process 

measures, and monthly reporting of member transaction volumes and processing timeliness. 
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Tier One and Tier Two Program 
(Non-Limited Budget) (continued) 

Program Description 

 The Tier One and Tier Two Program administers public employee benefit trusts for approximately 

219,000 active and inactive (non-retired) members and approximately 135,000 retired members. 

Tier One membership was closed to new public employees hired on or after January 1, 1996 and 

Tier Two was closed to new public employees hired on or after August 28, 2003. New public 

employees now join the Oregon Public Service Retirement Plan (OPSRP), a separate program. 

Benefits paid through the Tier One and Tier Two trusts include account withdrawal, retirement 

benefits, death, and disability benefits to members, their beneficiaries, or alternate payees.  

  

Even though membership in Tier One and Tier Two is closed to new employees, administration of 

and workload associated with benefit payments will increase over the next decade as these members 

age into retirement. As of December 2016, more than 46,000 Tier One and Tier Two members are 

eligible to retire based on age or years of service. 
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Tier One and Tier Two Program 
(Non-Limited Budget) (continued) 

Program Description (continued) 

 PERS costs are rising not because of this “normal cost” factor but rather because of the Unfunded 

Actuarial Liability (UAL) that emerged when the PERS Fund lost 27% of its value during the 

2008 recession (and subsequent UAL increases). The December 31, 2015 System Valuation shows 

a UAL of $16.2 billion (including pre-paid employer contributions deposited in side accounts) 

and $21.8 billion without the pre-paid employer contributions. 

  

The cost shift to OPSRP will not be fully realized until membership and associated liabilities with 

of the Tier One and Tier Two program is reduced more significantly and membership and 

associated liabilities of the OPSRP program becomes predominant. That tipping point is decades 

away. PERS was created in March 1945, and Tier One members joined the program until 1996. 

Tier Two members joined the program from 1996 to 2003. The life cycle of closed programs like 

Tier One and Tier Two extend another 50 years after its closure, as late entrants complete their 

full career and receive their retirement benefit for years after retirement. Consequently, Tier One 

member benefit payments (funded through this program) are not expected to peak until closer to 

the 2030-32 biennium. Even after that peak, the decline will be gradual. 
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Tier One and Tier Two Program 
(Non-Limited Budget) (continued) 

Program Description (continued) 

PERS employer contribution rates will be 14.2 percent of payroll in the 2017-19 biennium when 

side account offsets are included and 20.8 percent without the side account offsets. 

 

System wide, PERS employer contribution rates are increasing about 3.6 percent in the 2017-19 

biennium. The increase would have been much higher but the PERS Board has a “rate collar” 

policy that dampens rates in any biennium. Because of the rate collar, employers will see 

increases of the same magnitude in the 2019-21 and 2021-23 bienniums. 

  

This program is funded through public employee benefit trusts that are subject to federal and state 

laws and rules governing tax-qualified government retirement plans. One fundamental provision 

of those trusts is that the contributions (both from employers and members) and their associated 

investment earnings can only be used for the exclusive benefit of those members to fund their 

benefit payments. Consequently, the funds expended through this program can only be used to 

support the services and benefits provided within the program. 
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Tier One and Tier Two Program 
(Non-Limited Budget) (continued) 

Program Justification and Link to 10-Year Outcome 

The Tier One and Tier Two Program aligns to the goals and strategies of the Improving Government 

area of 10-Year Outcome planning.  This program is still a major defined benefit component of the 

public employee retirement plan, which covers all state agencies, schools, and over 90% of eligible 

local government employees.  

  

Benefits from the program are delivered through the lowest-cost administrative structure. The 

fundamental advantages of a multi-employer defined benefit plan are institutional investment of the 

fund, which enhances returns to members and reduces investment expenses; risk sharing pools, 

which spread the impact of actuarial experience over a broad base; benefit portability, which allows 

members to transfer among participating employers without impacting benefit accruals; and unified 

administration, which enhances professionalism and improves economies of scale. Those 

advantages allow member and employer contributions into the system to provide the maximum 

positive economic impact to local economies when retiree benefits are spent in local communities. 

  

A June 2016 Economic Impact Study of PERS shows that in 2015, the $3.5 billion in annual benefit 

payments to Oregonians multiplied to $3.9 billion in economic value when the financial impact of 

dollars spent in local communities is considered. The benefit payments sustain an estimated 36,427 

Oregon jobs, and add approximately $1.17 billion in wages. Additionally, Oregon collected an 

estimated $184 million in income taxes on PERS retiree benefits in 2015.  
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Tier One and Tier Two Program 
(Non-Limited Budget) (continued) 

Program Performance 

  

 

The table above shows the distribution of PERS Tier One and Tier Two membership as 
“Active/Inactive Members” (those members either currently employed or who have left employment 
but are still entitled to a benefit) and “Retired Members” (those having elected to receive their 
benefit). As more members of the population move into receiving benefits, the “Program 
Expenditures” shows the growth in the number and amount of Tier One/Tier Two benefit payments 
distributed. Even with this growth, the agency’s overall administrative “Costs per Member” have 
been historically lower in the past seven years as operational efficiencies, including the development 
and deployment of new technology systems, have enabled PERS to increase distributions (and the 
related member services) while decreasing the incremental administrative costs.  

 

Fiscal 

Year 

Total 

Active/Inactive 

Members 

Total Retired 

Members 

Tier One/Tier Two Program 

Expenditures (Non-Limited) ($) 

Annual Admin. Cost 

per Member ($) 

2007 167,225 105,336  2,644,979,805 140 

2008 158,663 107,643  2,844,860,121 136 

2009 149,331 110,694  2,852,825,977 140 

2010 142,071 113,349  2,962,604,243 121 

2011 132,453 118,105  3,252,686,903 115 

2012 125,502 121,455  3,350,039,210 124 

2013 114,901 127,114  3,596,111,863 127 

2014 108,000 131,417  3,880,707,568  130 

2015 101,209 134,004  3,962,463,219  128 

2016 96,988 135,775  4,204,638,115 150 



SL1 146 

Tier One and Tier Two Program 
(Non-Limited Budget) (continued) 

Enabling Legislation/Program Authorization 

 The program is governed by the following Oregon Revised Statutes and Administrative Rules: 

 The Tier One and Tier Two Plans are authorized by Oregon Revised Statutes (ORS) 237.600 to 

237.980, 238.005 to 238.492, and 238.600 to 238.750.    

 Oregon Administrative Rules Chapter 459 

 

The benefits provided under the program are protected by provisions in the U.S. and Oregon 

Constitutions regarding contracts. Courts have construed these benefits as public contracts with 

the members, which can only be altered under very limited circumstances.  

  

Funding Streams 

 This program is funded entirely from member and employer contributions and the return on 

investment of those contributions, which are held in the Public Employee Retirement Fund 

(PERF). In accordance with ORS 238.660(2), funds in the PERF can only be used for the 

exclusive benefit of the members’ trusts. ORS 238.661 further provides that moneys in the PERF 

are continuously appropriated to the Public Employees Retirement Board for the purpose of 

implementing plan requirements. Expenditures under this program are categorized for state 

budget purposes as Other Funds – Non-limited.  
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Tier One and Tier Two Program 
(Non-Limited Budget) (continued) 

Significant Proposed Program Changes from 2015-17 

 Requested Non-Limited Other Funds represent an increase of $820,052,138 above the 2015-17 

budget of $8,262,947,862 and reflect the Agency’s 2017-19 anticipated benefit payment 

requirements for Tier One and Tier Two benefit recipients.   
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Oregon Public Service Retirement Plan  
(Non-Limited Budget) 
Primary Outcome Area:   Improving Government 

Secondary Outcome Area:  (None) 

Program Contact:  Steve Rodeman, 503.603.7695 

**The decline in membership totals in the 11-13 biennium was due to a correction in reporting.  Loss of Membership accounts had not be 

taken into consideration as this was not possible until 2009.  These accounts were removed and membership count adjusted. 
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Oregon Public Service Retirement Plan  
(Non-Limited Budget) (continued) 

Executive Summary 

The Oregon Public Service Retirement Plan (OPSRP) program serves public employees who 

began public employment after August 28, 2003. OPSRP is a hybrid retirement plan, designed to 

provide a reduced benefit compared to the Tier One and Tier Two retirement plans. The hybrid 

plan has two components: the OPSRP Pension Program, funded by employer contributions, and the 

Individual Account Program (IAP), funded by member contributions.  

 

Performance Achievement:  Requested Non-Limited Other Funds support the agency mission to 

administer the public employee benefit trusts in order to pay the right person the right benefit at 

the right time. Performance achievement is measured through legislatively mandated Key 

Performance Measures, quarterly reporting of internal core operating and supporting business 

process measures, and monthly reporting of member transaction volumes and processing 

timeliness. 
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Oregon Public Service Retirement Plan  
(Non-Limited Budget) (continued) 

Program Description 

The two components of OPSRP were established as part of the 2003 PERS reform package to 

reduce the retirement benefit costs for public employees who began public service after creation 

of the program (August 29, 2003). All PERS-participating employers were required to enroll any 

new qualifying employees in the OPSRP Pension and Individual Account Program after that 

date. PERS administers the benefit trusts associated with these programs on behalf of those 

participating employers. 

  

The OPSRP Pension program is a defined benefit program that provides a retirement benefit 

based on a formula: (years of service) x (final average salary) x (statutory multiplier.) The 

OPSRP program provides a lower benefit than the Tier One and Tier Two programs by reducing 

the statutory Full Formula multiplier (1.5% for General Service employment, 1.8% for police 

officers and firefighters) and increasing the normal retirement age (age 65 for General Service 

employees, age 60 for police officers and firefighters. 
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Oregon Public Service Retirement Plan  
(Non-Limited Budget) (continued) 

Program Description (continued) 

The types of benefits paid through the OPSRP Pension program include withdrawal, retirement, 

death, and disability benefits. This program now has over 123,000 non-retired members, more than 

either the Tier One or Tier Two programs. Costs for the OPSRP Pension program are paid solely 

through employer contributions and their related investment earnings. All PERS employers 

participate in a single OPSRP employer pool, so costs are distributed across all employers based on 

their proportional share of subject salary that they pay the members in the program. Because this 

program provides a lower level of benefits, its “normal” cost is less than that for members in the 

Tier One and Tier Two plans, whose formula-based benefits are calculated with higher statutory 

multipliers.  

  

OPSRP is funded through public employee benefit trusts that are subject to federal and state laws 

and rules governing tax-qualified government retirement plans. One fundamental provision of 

those trusts is that the contributions (both from employers and members) and their associated 

investment earnings can only be used for the exclusive benefit of those members to fund their 

benefit payments. Consequently, the funds expended through this program can only be used to 

support the services and benefits provided within the program. 
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Oregon Public Service Retirement Plan  
(Non-Limited Budget) (continued) 

Program Justification and Link to 10-Year Plan Outcome 

The OPSRP Pension program aligns to the goals and strategies in the Improving Government area 

of the 10-Year Plan Outcome planning. This program is a major component of the public employee 

retirement plan, which covers all state agencies, schools and over 90% of eligible local 

government employees. PERS administers this program for eligible public employees and their 

employers. This combined administration allows investment in operational efficiencies (such as 

web-based reporting, customer service and benefit processing) that would not be feasible if 

individual agencies provided their own benefit plans. 

  

Benefits from the program are delivered through the lowest-cost administrative structure. The 

fundamental advantages of a multi-employer defined benefit plan are institutional investment of 

the fund, which enhances returns to members and reduces investment expenses; risk sharing pools, 

which spread the impact of actuarial experience over a broad base; benefit portability, which 

allows members to transfer among participating employers without impacting benefit accruals; and 

unified administration, which enhances professionalism and improves economies of scale. Those 

advantages allow member and employer contributions into the system to provide the maximum 

positive economic impact to local economies when retiree benefits are spent in local communities. 
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Oregon Public Service Retirement Plan  
(Non-Limited Budget) (continued) 

Program Performance 

The table shows how quickly the change in the workforce has populated this lower-cost pension 

program in a relatively short time. A significant percentage of Oregon’s active public employee 

workforce has been employed under this new retirement plan with lower, more predictable costs. 

Additionally, the table shows the exponential growth in expenditures and retirements processed 

related to the OPSRP Pension Program as part of 2003 PERS reform.  
 

Fiscal Year 

 Total OPSRP 

Pension Members  

Total Retired 

OPSRP Pension 

Members 

Total OPSRP 

Program 

Expenditures ($) 

Total OPSRP 

Retirements 

Processed 

2007 43,747 0 133,750 16 

2008 54,383 0 741,540 50 

2009 95,873 4 552,125 108 

2010 152,503 30 944,082 192 

2011 146,263 115 2,026,084 430 

2012 142,954 582 5,121,994 641 

2013 111,484 1,003 6,017,289 922 

2014 121,006 1,533 9,333,980 778 

2015 131,515 2,294 11,572,097 852 

2016 148,775 2,874 17,611,036 933 
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Oregon Public Service Retirement Plan  
(Non-Limited Budget) (continued) 

Enabling Legislation/Program Authorization 

 The program is governed by the following Oregon Revised Statutes and Administrative Rules: 

OPSRP is authorized by ORS 238A.005 thru 238A.250, and 238A.450 thru 238A.475. 

Oregon Administrative Rules Chapter 459 

  

The benefits provided under the program are protected by provisions in the U.S. and Oregon 

Constitutions regarding contracts. Courts have construed these benefits as public contracts with the 

members. Unlike the Tier One and Tier Two programs, the legislature expressly reserved the right 

to alter the provisions of the OPSRP program for services performed after the effective date of any 

such change (ORS 238A.470). 
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Oregon Public Service Retirement Plan  
(Non-Limited Budget) (continued) 

Funding Streams 

 This program is funded entirely from employer contributions and the return on investment of 

those contributions, which are held in the Public Employee Retirement Fund (PERF). In 

accordance with ORS 238.660(2), incorporated into the OPSRP Program by ORS 238A.050(2), 

funds in the PERF can only be expended for the exclusive benefit of the trusts’ members. ORS 

238.661 (also incorporated by ORS 238A.050(2)) further provides that moneys in the PERF are 

continuously appropriated to the Public Employees Retirement Board for the purpose of 

implementing plan requirements. Expenditures under this program are categorized for state budget 

purposes as Other Funds – Non-limited.  

  

Significant Proposed Program Changes from 2015-17 

 Requested Non-Limited Other Funds represent an increase of $10,073,136 over the 2015-17 

budget of $28,926,864 and reflect the Agency’s 2017-19 anticipated benefit payment requirements 

for OPSRP benefit recipients. 
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Individual Account Program 
(Non-Limited Budget) 

Primary Outcome Area:   Improving Government 

Secondary Outcome Area:  (None) 

Program Contact:  Steve Rodeman, 503.603.7695 
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Individual Account Program 
(Non-Limited Budget) (continued) 

Executive Summary 

The Individual Account Program (IAP) consists of two components: members in the Oregon 

Public Service Retirement Plan (OPSRP) program, which serves employees who began their 

public service after August 28, 2003 and members in the Tier One/Tier Two retirement plans. The 

Tier One and Tier Two member contributions made on or after January 1, 2004, have also been 

deposited in the IAP. 

 

Performance Achievement:   

Requested Non-Limited Other Funds support the agency mission to administer the public 

employee benefit trusts in order to pay the right person the right benefit at the right time. 

Performance achievement is measured through legislatively mandated Key Performance Measures, 

quarterly reporting of internal core operating and supporting business process measures, and 

monthly reporting of member transaction volumes and processing timeliness.  
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Individual Account Program 
(Non-Limited Budget) (continued) 

Program Description 

The IAP was established as part of the 2003 PERS reform package to reduce the retirement 

benefit costs for public employees who began public service after creation of the program 

(August 29, 2003). All PERS-participating employers were required to enroll any new qualifying 

employees in the OPSRP Pension and IAP after that date. PERS administers the benefit trusts 

associated with these programs on behalf of those participating employers. As of January 1, 

2004, all Tier One and Tier Two member contributions have also been directed to the IAP.  

  

The IAP is funded by members contributing 6 percent of their salary (either through a pre-tax 

payroll deduction or through an employer “pick-up”). These contributions are invested on 

members’ behalf as part of the overall PERS fund, and investment earnings or losses are credited 

to their accounts. Unlike the legacy Tier One member regular accounts, IAP accounts do not 

have a guaranteed minimum earnings rate. 
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Individual Account Program 
(Non-Limited Budget) (continued) 

Program Description (continued) 

The IAP is an account-based benefit that is paid in a lump sum upon withdrawal, or in several 

optional forms of payments at retirement, including a single lump sum or periodic installments at 

different frequency over various durations. In the 2003 PERS reform legislation, all active Tier 

One and Tier Two members had their contributions diverted to new IAP accounts, instead of their 

legacy regular or variable accounts, to restrict the growth in their benefit amounts. Consequently, 

the IAP now has the largest number of members of all PERS retirement programs. IAP costs are 

paid wholly out of earnings on member contributions. When earnings are insufficient to pay those 

costs, member account balances are reduced to recover those costs.  

  

This program is funded through public employee benefit trusts that are subject to federal and state 

laws and rules governing tax-qualified government retirement plans. One fundamental provision of 

those trusts is that the contributions (both from employers and members) and their associated 

investment earnings can only be used for the exclusive benefit of those members to fund their 

benefit payments. Consequently, the funds expended through this program can only be used to 

support the services and benefits provided within the program. 
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Individual Account Program 
(Non-Limited Budget) (continued) 

Program Justification and Link to 10-Year Plan Outcome 

The IAP aligns to the goals and strategies in the Improving Government area of the 10-Year Plan 

Outcome planning. This program is a major component of the public employee retirement plan, 

which covers all state agencies, schools and over 90% of eligible local government employees. 

PERS administers this program for eligible public employees and their employers. This combined 

administration allows investment in operational efficiencies (such as web-based reporting, 

customer service and benefit processing) that would not be feasible if individual agencies provided 

their own benefit plans. 

  

Benefits from the program are delivered through the lowest-cost administrative structure. The 

fundamental advantages of a multi-employer defined benefit plan are institutional investment of 

the fund, which enhances returns to members and reduces investment expenses; risk sharing pools, 

which spread the impact of actuarial experience over a broad base; benefit portability, which 

allows members to transfer among participating employers without impacting benefit accruals; and 

unified administration, which enhances professionalism and improves economies of scale. Those 

advantages allow member and employer contributions into the system to provide the maximum 

positive economic impact to local economies when retiree benefits are spent in local communities. 
 



SL1 161 

Individual Account Program 
(Non-Limited Budget) (continued) 
Program Performance 
The table shows how combining the legacy Tier One and Tier Two members into the IAP program created a large 

base to support that program’s associated administrative costs. Total IAP Membership reflects how this element 

of member benefits, where the member bears the entire risk of investment losses, is an increasingly significant 

aspect of the total retirement benefit package. IAP Retirements Processed shows how adding two new benefit 

programs (OPSRP Pension and IAP) as part of 2003 PERS reform has generated a significant number of 

additional retirement transactions in a short period of time as all members now are retiring with both a pension 

benefit and an IAP benefit. The same holds true for withdrawals of members who have worked after the January 

1, 2004 effective date of the IAP.   

Policy Package 102 will complete the transfer to PERS of all aspects of the IAP administration by December 15, 

2018, and eliminate over $2.2 million in annual costs for an outside third-party administrator (TPA). 

Fiscal Year 

Total IAP 

Membership 

Total Retired 

IAP Members 

Total IAP 

Expenditures ($) 

Total IAP Retirements 

Processed 

2007 210,133 N/A 36,379,230 3,087 

2008 218,192 N/A 55,478,104 2,895 

2009 231,256 N/A 49,534,423 2,488 

2010 236,265 N/A 72,802,216 4,205 

2011 238,062 N/A 133,970,603 8,545 

2012 240,637 2,641 224,729,644 6,878 

2013 240,697 3,308 241,326,511 9,249 

2014 244,256 4,269 330,535,801 9,021 

2015 251,417 5,018 319,978,740 7,375 

2016 260,164 5,810 366,437,327 7,163 



SL1 162 

Individual Account Program 
(Non-Limited Budget) (continued) 

Enabling Legislation/Program Authorization 

 The program is governed by the following Oregon Revised Statutes and Administrative Rules: 

IAP is authorized by ORS 238A.300 thru 238A.435 

Oregon Administrative Rules Chapter 459 

  

The benefits provided under the program are protected by provisions in the U.S. and Oregon 

Constitutions regarding contracts. Courts have construed these benefits as public contracts with the 

members. Unlike the Tier One and Tier Two programs, the legislature expressly reserved the right 

to alter the provisions of the OPSRP program, including the IAP,  for services performed after the 

effective date of any such change (ORS 238A.470). 
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Individual Account Program 
(Non-Limited Budget) (continued) 

Funding Streams 

This program is funded entirely from member contributions and the return on investment of those 

contributions, which are held in the Public Employee Retirement Fund (PERF). In accordance with 

ORS 238.660(2), incorporated into the OPSRP Program by ORS 238A.050(2), funds in the PERF 

can only be expended for the exclusive benefit of the trusts’ members. ORS 238.661 (also 

incorporated by ORS 238A.050(2)) further provides that moneys in the PERF are continuously 

appropriated to the Public Employees Retirement Board for the purpose of implementing plan 

requirements. Expenditures under this program are categorized for state budget purposes as Other 

Funds – Non-limited. 

  

Significant Proposed Program Changes from 2015-17 

 Requested Non-Limited Other Funds represent an increase of $183,411,109 above the 2015-17 

budget of $873,488,891 and reflects the Agency’s 2017-19 anticipated benefit payments or 

withdrawals for IAP benefit recipients.   
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Retirement Health Insurance Programs 
(Non-Limited Budget) 
Primary Outcome Area:   Improving Government 

Secondary Outcome Area:  (None) 

Program Contact:  Steve Rodeman, 503.603.7695 
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Retirement Health Insurance Programs 
(Non-Limited Budget) (continued) 

Executive Summary 

The PERS Health Insurance Program (PHIP) offers health insurance coverage for all eligible 

Oregon PERS retirees, their eligible spouses and dependents. The program covers nearly 60,000 

health plan members. PHIP provides PERS retirees with benefits that provide high quality, 

comprehensive coverage at the most cost-effective rates possible that will also meet retirees’ 

benefit needs. Core values of the program include maintaining the stability of premiums, coverage, 

and carriers.  

 

Performance Achievement:   

Requested Non-Limited Other Funds support the program mission and purpose to provide 

comprehensive medical and dental insurance plan options and long-term care insurance to PERS 

retirees who qualify for the program at the most cost-effective rates possible that will also meet 

retirees’ benefit needs. Performance achievement is measured through the stability of carriers for 

the benefit of the program and the stability of health care benefits for the benefit of the program. 
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Retirement Health Insurance Programs 
(Non-Limited Budget) (continued) 

Program Description 

PERS has been a plan sponsor of retiree health plans since the late 1950s. At the time, PERS 

offered a simple hospital indemnity plan which paid a hospitalized patient about $15 per day. 

During the next 20 years the benefits were improved and a basic plan was added to cover out-of-

hospital expenses. Cost of the plans was fully paid by participants when health plans were added. 

In the early 1970s, PERS added a Medicare supplement plan.   

  

From its inception until July 1988, PERS plans were fully paid by participants. There was no 

contribution from PERS. At that time, legislation was implemented to provide a subsidy payment 

from PERS toward a Medicare supplement for PERS Tier One and Tier Two retirees who retired 

with eight or more years of service and enrolled in a PERS-sponsored plan. This subsidy is called 

the Retirement Health Insurance Account (RHIA) and is funded by assessment to all PERS 

employers. In 1991, the legislature approved a subsidy for Tier One and Tier Two state retirees 

under age 65. The subsidy, implemented in 1993 is the Retiree Health Insurance Premium 

Account (RHIPA) and is funded by an assessment to the state of Oregon employers only. 
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Retirement Health Insurance Programs 
(Non-Limited Budget) (continued) 

Program Description (continued) 

The RHIA subsidy is a $60 contribution that is available to eligible Medicare entitled (enrolled in 

Medicare Parts A and B) retirees that are receiving either a PERS service or disability retirement 

allowance and have had either eight or more years of qualifying service time or are receiving a 

PERS disability retirement allowance computed as if they had eight or more years of service. 

  

The RHIPA subsidy is a contribution available to eligible non-Medicare retirees who retire from a 

state agency, that are receiving either a PERS service or disability retirement allowance and have 

had either eight or more years of qualifying service time or is receiving a PERS disability 

retirement allowance computed as if they had eight or more years of state service. A retiree who is 

eligible for Medicare is no longer eligible for RHIPA and must move to a Medicare plan. 

 

Program Justification and Link to 10-Year Plan Outcome 

In spite of inflationary trends and the pressures associated with lower CMS medical reimbursements 

and higher healthcare and prescription drug costs and utilization, for the 2017 plan renewal, PHIP 

was able to provide PERS retirees with participating carriers and plans that provide balance 

between costs and benefits. This was achieved through a thoughtful approach, scrutinized and 

analyzed to provide the least impact possible to members while maintaining program stability and 

accountability. 
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Retirement Health Insurance Programs 
(Non-Limited Budget) (continued) 
Program Performance 
PHIP is a voluntary insurance plan where eligible members pays most, if not all, of their premiums 
for the plan they choose. In addition to health plan premiums, PERS retirees also cover the cost of 
program administration; the premium rates that members pay are inclusive of these costs.  We are 
fortunate to partner with insurers that have been able to maximize funding available from the 
Centers for Medicare and Medicaid Services (CMS) as well as meeting key targets in quality ratings. 
As has historically been the case, the PHIP insurers also continue to manage the highest need 
participants to maximize benefits and care delivered while minimizing expenditures.  
  
Stability has been possible as a result of the PERS Board’s approach, maintaining dependable health 
plan vendors and the long-term relationships that have benefited PHIP enrollees. This is achieved 
through a thoughtful approach facilitating a balance between cost and benefit. 

Fiscal Year SRHIA Members RHIA Members RHIPA Members Annual Expenditures Total ($) 

2008 51,363 38,676 704 139,174,917 

2009 52,565 39,528 802 145,969,852 

2010 53,256 39,917 911 158,425,042 

2011 54,710 40,851 1126 173,378,577 

2012 56,113 42,018 1149 216,601,828 

2013 57,489 43,061 1251 232,638,530 

2014 58,760 44,087 1264 240,446,560 

2015 59,803 44,880 1,274 286,009,877 

2016 59,983 45,060 1,238 254,516,317 
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Retirement Health Insurance Programs 
(Non-Limited Budget) (continued) 

Enabling Legislation/Program Authorization 

The program is governed by the following Oregon Revised Statutes and Administrative Rules: 

PHIP is authorized by ORS 238.410 to 238.420. 

SRHIA – Standard Retiree Health Insurance Account authorized under ORS 238.410 

RHIPA – Retiree Health Insurance Premium Account authorized under ORS 238.415 

RHIA – Retirement Health Insurance Account authorized under ORS 238.420    

 

Oregon Administrative Rules Chapter 459 

The statutorily provided financial benefits provided under the program are protected by provisions in 

the U.S. and Oregon Constitutions regarding contracts. Courts have construed these financial benefits 

as public contracts with the members, which can only be altered under very limited circumstances.  

  

ORS 238.410(7) further provides: pursuant to section 401(h) of the Internal Revenue Code, the 

Standard Retiree Health Insurance Account is established within the Public Employees Retirement 

Fund, separate and distinct from the General Fund. All payments made by eligible persons for health 

insurance coverage provided under this section shall be held in the account. Interest earned by the 

account shall be credited to the account. All moneys in the account are continuously appropriated to 

the Public Employee Retirement Board and may be used by the Board only to pay the cost of health 

insurance coverage under this section and to pay the administrative cost incurred by the board under 

this section. Expenditures under this program are categorized for state budget purposes as Other 

Funds – Non-limited. 



SL1 170 

Retirement Health Insurance Programs 
(Non-Limited Budget) (continued) 

Funding Streams 

The majority of the revenue for the SRHIA program, about $460 million per year, comes from 

member paid insurance premiums with additional revenues provided from federal sources like the 

Centers for Medicare and Medicaid Services (CMS) and resulting investment returns.  

  

The RHIA and RHIPA programs are funded from employer contributions and the return on 

investment of those contributions, which are held in the Public Employee Retirement Fund 

(PERF). 

  

Significant Proposed Program Changes from 2015-17 

Requested Non-Limited Other Funds represent an increase of $257,176,555 over the 2015-17 

budget of $558,094,445 and reflects the Agency’s 2017-19 anticipated premium payment 

requirements for eligible Tier One, Tier Two and OPSRP benefit recipients. 
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Operations Program 
(Limited Budget) 

Primary Outcome Area:   Improving Government 

Secondary Outcome Area:  (None) 

Program Contact:  Steve Rodeman, 503.603.7695 

0

50,000

100,000

150,000

200,000

250,000

300,000

350,000

400,000

450,000

 $60

 $70

 $80

 $90

 $100

 $110

 $120

 $130

2005-07 2007-09 2009-11 2011-13 2013-15 2015-17 2017-19 GB 2019-21 E 2021-23 E 2023-25 E

Es
ti

m
at

e
d

 M
e

m
b

e
rs

h
ip

 

B
u

d
ge

t 
in

 M
ill

io
n

s 

Operating Budget and Expenditures by Biennium 

Leg Approved Operating Budget Actual Operating Expenditures Total System Membership



SL1 172 

Operations Program 
(Limited Budget) (continued) 

Executive Summary 

The Operations Program reflects the costs of the Public Employees Retirement System’s (PERS) 

administration of public employee benefit trusts that provide benefit services to employees of over 

900 public employers throughout Oregon. Those services include retirement, disability, and death 

benefits, as well as a deferred compensation program and a retiree health insurance program. PERS 

also administers the state’s obligations under the federal Social Security program. Centralizing 

these benefit administration services through PERS produces economies of scale that reduce costs, 

enhance customer service, and support process efficiencies.  The Operations Program does not 

include Debt Service.   

 

Performance Achievement  

Requested Non-Limited Other Funds support the Agency’s mission to administer public employee 

benefit trusts that pay the right person the right benefit at the right time. Performance achievement 

is measured through legislatively mandated Key Performance Measures and quarterly reporting of 

internal core operating and supporting business process measures. 
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Operations Program 
(Limited Budget) (continued) 
 Program Description 

The Operations Program budget provides the Other Fund financial resources for PERS to administer public 

employee benefit trusts that provide services for over 900 public employers in Oregon, serving over 

350,000 members (Tier One, Tier Two, OPSRP, and IAP) and their beneficiaries or alternate payees. The 

budget also supports administration of a tax-qualified deferred compensation plan (the Oregon Savings 

Growth Plan) and several retiree health insurance premium trusts. PERS also fulfills the state’s role in 

administering the federal Social Security program with local government employers. 

The budget in the Operations Program reflects only a fraction of the agency’s total expenditures. In fact, 

PERS services the largest “payroll” in the state, processing in excess of $3.9 billion in benefit payments 

every year (the equivalent of some one-third of the total public employment payroll in Oregon). Using those 

benefit payments as a measure of the impact PERS has on Oregon’s citizens and economy, this agency 

clearly constitutes one of the major components of the government sector in all of Oregon.  

The improvements in agency operations were achieved through restructuring processes and leveraging new 

technologies, such as the agency’s recently deployed Oregon Retirement Information On-line Network 

(ORION). These improvements have allowed PERS to administer the significant new programs added in the 

2003 PERS reforms (OPSRP Pension and IAP) and make several structural changes to the agency’s 

programs as directed by the legislature while overall staffing has decreased. Just as importantly, service 

metrics as measured by the agency’s Key Performance Measures have generally improved over this same 

time even as the agency has integrated new programs over a declining staff. 
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Operations Program 
(Limited Budget) (continued) 

Program Description (continued) 

Demands for the agency’s services will continue to grow for the next several biennia as an ever-

greater percentage of the public work force passes into retirement age. The agency’s approved 2015-

17 budget is predicated on processing about 7,500-8,000 retirements per year. That average will 

increase markedly over the next several biennia. There are already nearly 70,000 PERS members 

currently eligible to retire, with more members becoming eligible every year. PERS’ strategic 

imperative is to enhance efficiencies and improve processes to handle this rapidly increasing benefit 

administration workload, rather than increase head-count to maintain service levels. 

 

Supporting the focus on process improvements and service enhancements, however, requires a new 

paradigm in the agency’s structure and management systems. The 2017-19 Governor’s Budget is 

predicated on a fundamental framework that defines the agency’s core operating and supporting 

processes. Through those processes, PERS delivers member services with a highly efficient, 

automated payment system. That level of process efficiency and technology leveraging often obscures 

the agency’s operational scope. The metrics show that PERS is responsible for timely, accurate, and 

proficient distribution of 70% of the Other Funds expenditures in Oregon. Easily one in three 

Oregonians has some connection to a PERS member, reflecting the agency’s widespread impact 

within this state. But the agency’s position classifications are still viewed through a prism of the 

number of FTE in the agency, not by the statewide impact or total value of the services our Operations 

budget provides. This perception constrains the level of professional skills we are able to attract and 

retain to further develop our operations and manage our staff as financial services professionals.  
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Operations Program 
(Limited Budget) (continued) 

Age Distribution 
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Operations Program 
(Limited Budget) 

Program Justification and Link to 10-Year Plan Outcomes 

The PERS Operations Program strongly aligns to the goals and strategies in the Improving Government area 

of the 10-Year Plan Outcome areas. Given the vital role that PERS plays in public employee recruitment and 

retention; the often critical nature of PERS death and disability and retiree health insurance benefits; the 

valued retirement security that PERS provides to long-term public servants; and the substantial economic 

impact of PERS benefit payments to communities throughout the state, it could be argued that PERS is 

indirectly linked to all of the 10-Year Plan Outcome areas.    

  

This program combines the administration of defined benefit retirement plans and other benefit trusts for all 

state agencies and schools, as well as over 90% of local government employees. PERS administers these 

programs to provide assistance and service to all these public employers and employees. This combined 

administration allows investment in operational efficiencies (such as web-based employer reporting, 

customer service, and benefit processing) that would not be economically feasible for individual agencies.  

  

As a combined benefit plan administrator, these public employers’ benefit plans are provided within the 

lowest-cost framework. The fundamental advantages of a multi-employer defined benefit plan are 

institutional fund investment, which enhances return and reduces investment expenses; risk sharing pools, 

which spread actuarial experience costs over a broader base; benefit portability, which allows members to 

transfer among participating employers without impacting benefit accruals; and unified administration, 

which allows for enhanced professionalism and economies of scale. Those advantages allow member and 

employer contributions to provide the maximum positive economic impact to state and local economies 

when the benefits are spent by recipients in their community. 
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Operations Program 
(Limited Budget) (continued) 

Program Performance 

Fiscal 

Year 

Total Members Served Annual Admin. 

Cost per Member 

($) 

% Initial Service 

Retirements Paid in 45 

Days 

Member Satisfaction 

Rating – Overall (%) 

2007 330,900 140 7 83 

2008 329,956 136 33 91 

2009 329,611 140 56 93 

2010 334,468 121 21 91 

2011 352,826 115 40 94 

2012 353,998 125 47 83 

2013 354,502 127 55 88 

2014 362,756 130 46 92 

2015 369,022 128 74 92 

2016 384,412 150 60 92 
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Operations Program 
(Limited Budget) (continued) 

Enabling Legislation/Program Authorization 

Enabling legislation for PERS Operations (administrative costs) are:  

Oregon Revised Statute (ORS) 237.500; 238.490, & 610; and 243.470.  

Oregon Administrative Rules Chapter 459 

 

Notably, the governing authority for the PERS system is vested in a five-member board appointed by the 

Governor and confirmed by the Senate under ORS 238.630. The PERS Board is charged with employing 

a director and creating such other positions as it deems necessary for sound and economical 

administration of the system.  

  

Funding Streams 

ORS 238.610 directs that the administrative operations expenses for PERS are paid from earnings on the 

Public Employees Retirement Fund or, in years when such earnings are insufficient, through a direct 

charge to participating public employers.  PERS annual operations expenses, when measured as a percent 

of the $70 billion PERS Fund, represent less than 8 basis points (0.08%). Any earnings not used to 

support agency operations must be otherwise expended solely for the exclusive benefit of PERS 

members. 

   

Significant Proposed Program Changes from 2015-17 

 Requested Limited Other Funds reflect an increase of $2,194,544 over the 2015-17 operating budget 

of $106,949,449 and will enable the Agency to maintain current service delivery levels while 

enhancing performance measurement in the areas of process improvement and technology. 
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Appendix 3: Other Funds Ending Balances 
for the 2015-17 & 2017-19 Biennia 
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Other Funds Ending Balances 
(a) (b) (c) (d) (e) (f) (g) (h) (i) 

Other Fund       

Constitutional 

and/or 2015-17 Ending Balance 2017-19 Ending Balance 

Type 

Program Area 

(SCR) 

Treasury Fund 

#/Name 

Category/Descri

ption 

Statutory 

reference In LAB Revised In CSL Revised 

Non-limited 010-01-00 

Public 

Employees 

Retirement 

Fund.  

4091/4791/7651 

Trust Fund-

Regular/Variabl

e/BEF ORS 238 64,869,245,824  63,005,200,308  73,771,485,881  63,118,757,308  

Non-limited 010-02-01 

Retiree Health 

Insurance Trust 

Fund 5171 

Trust Fund - 

RHIA ORS 238.420 472,594,504  503,525,769  659,202,557  588,616,169  

Non-limited 010-02-02 

Retiree Health 

Insurance 

Premium 

Account Trust 

Fund 6111 

Trust Fund - 

RHIPA ORS 238.415 5,798,099  18,313,375  9,175,885  24,828,375  

Non-limited 010-02-03 

Standard 

Retiree Health 

Insurance  

Account Trust 

Fund 8921 

Trust Fund - 

SRHIA ORS 238.410 118,996,857  72,478,330  110,870,044  64,116,330  
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Other Funds Ending Balances (continued) 
 (a) (b) (c) (d) (e) (f) (g) (h) (i) 

Other Fund       

Constitutional 

and/or 2015-17 Ending Balance 2017-19 Ending Balance 

Type 

Program Area 

(SCR) 

Treasury Fund 

#/Name 

Category/Descri

ption 

Statutory 

reference In LAB Revised In CSL Revised 

Non-limited 010-03-00 

OPSRP 

Pension 

Account Trust 

Fund 1971 

Trust Fund 

OPSRP 

Pension ORS 238A 3,007,346,040  3,450,300,686  5,342,858,375  4,845,277,186  

Non-limited 010-04-00 

OPSRP IAP 

Account Trust 

Fund 1961 

Trust Fund 

OPSRP IAP  ORS 238A 8,666,351,405  8,295,304,666  9,649,330,045  9,510,877,666  

Limited 500-01-00 

Social Security 

Revolving 

Account 1088 

Operations - 

Social Security 

Administration 

Fund Limited ORS 237.500 318,716  173,676  136,524  102,172  

Limited 500-02-00 

Public 

Employee 

Benefit 

Equalization 

Fund 7652 

Operations - 

BEF 

Administration 

Fund 7652 

Limited 

ORS 238.485-

492 143,320  123,683  123,967  21,250  
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Other Funds Ending Balances (continued) 
 (a) (b) (c) (d) (e) (f) (g) (h) (i) 

Other Fund       

Constitutional 

and/or 2015-17 Ending Balance 2017-19 Ending Balance 

Type 

Program Area 

(SCR) 

Treasury Fund 

#/Name 

Category/Descri

ption 

Statutory 

reference In LAB Revised In CSL Revised 

Limited 500-03-00 

Deferred 

Compensation 

Fund 7661 

Operations - 

Deferred 

Compensation 

Fund 

Administration 

Fund 7661 

ORS 243.401-

507 2,313,144  1,575,226  1,862,464  1,374,215  

          77,143,107,909  75,346,995,719  89,545,045,742  78,153,970,671  
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Other Funds Ending Balances (continued) 
 (a) (d) (i) 

Other Fund   

Type Category/Description Comments 

  

Non-limited Trust Fund-Regular/Variable/BEF 

Lower than expected investment income and increased benefit payments reduced 17-19 ending 

balance forecast.  Balances more closely reflect actual fund balances and investment returns. 

Non-limited Trust Fund - RHIA 

Reduced investment income forecast and decreased ending balance by 71.3M.  No change to 

expenditure forecast 

Non-limited Trust Fund - RHIPA 

Ending balance forecasts are based on member participation rates and forecasted administrative 

costs.  The decrease of $46.7M reflects Moda Advantage premiums no longer being part of 

payment revenue. 

Non-limited Trust Fund - SRHIA 

Ending balance forecasts are based on member participation rates and forecasted administrative 

costs.  The decrease of 52,406,044 reflects the increased costs of administration. 

Non-limited Trust Fund OPSRP Pension 

Plan is funded by employer contributions and investment earnings for employees hired after 

08/29/2003. Increased benefit payments and lower than expected investment earnings are 

responsible for the decrease of $599M in the ending balance. 

Non-limited Trust Fund OPSRP IAP  

Limited 

Operations - Social Security 

Administration Fund Limited 

Administrative fees are reviewed and adjusted based on expected number of participating 

employers and projected administrative expenses.  The $34.4K decrease is based on less than 

anticipated cash receipts. Reduced cost allocation percentage to the fund. 

Limited 

Operations - BEF Administration 

Fund 7652 Limited 

Less than anticipated cash receipts and timing of cost allocation adjusted the forecasted ending 

balance by 102.7K.  Fee increase will be discussed. 

Limited 

Operations - Deferred 

Compensation Fund Administration 

Fund 7661 

Fees are based on fluctuating member participation.  The 489.2K decrease is based on current 

trends and an increase in cost allocation percentages to the fund. 

Limited 

Operations - Information Services 

Division Except for timing of accrued cost allocation transfers, the balance in the limitation should be zero. 

Limited 

Operations - Customer Service 

Division Except for timing of accrued cost allocation transfers, the balance in the limitation should be zero. 

Limited 

Operations - Policy Planning and 

Communications Division Except for timing of accrued cost allocation transfers, the balance in the limitation should be zero. 


