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Legislative Action 
 

2014 Budget Reports
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Public Employees Retirement System 

Agency Summary  
 
The Public Employees Retirement System (PERS) administers a range of retirement programs on behalf of more than 900 public 
employers throughout the state of Oregon. These programs are provided to all state agencies, universities, and community colleges; all 
public school districts; and almost all cities, counties, and other local government units. The agency administers the Tier One and Tier 
Two Retirement programs, Judge Member Retirement Program, Oregon Public Service Retirement Plan Pension Program, Individual 
Account Program, Oregon Savings Growth Plan (a deferred compensation program), Public Employee Benefit Equalization Fund, 
Social Security Administration Program, and Retiree Health Insurance Program. 
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Budget Summary Graphics  

PERS Expenditures by Activity 

Program Administration 
(limited) 
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The following table shows the agency’s budget as a percentage of the historical and projected *PERS Fund balance over the time 
periods shown (also known as a “basis point” comparison): 

PERS Budget / PERF Comparison 
 

Biennium  Legislatively 
Approved  

Limited Budget  

Fiscal Year Ended   
June 30th 

 Limited Budget   PERF Balance    Percent  

         
2003-2005  $ 87,915,406  2004  $         43,957,703   $          46,031,766,920   0.0955% 

   2005  $         43,957,703   $          50,613,623,493   0.0868% 
         

2005-2007  $ 81,703,709  2006  $         40,851,855   $          56,554,878,450   0.0722% 
   2007  $         40,851,854   $          66,009,334,073   0.0619% 
         

2007-2009  $ 86,960,346  2008  $         43,480,173   $          61,409,698,133   0.0708% 
   2009  $         43,480,173   $          46,043,394,714   0.0944% 
         

2009-2011  $ 84,685,027  2010  $         42,342,514   $          51,747,943,735   0.0818% 
   2011  $         42,342,513   $          61,189,774,807   0.0692% 
         

2011-2013  $ 80,750,830  2012  $         40,375,415   $          59,456,250,160   0.0679% 
   2013  $         40,375,415   $          65,362,545,518   0.0618% 
         

2013-2015  $ 86,851,130  2014  $         43,425,565   $          73,728,185,070   0.0599% 
   2015  $         43,425,565   $          75,714,580,000   E  0.0574% 
  GBB        

2015-2017  $ 96,272,152  2016  $         48,136,076   $          78,966,680,000   E  0.0601% 
   2017  $         48,136,076   $          82,253,230,000   E  0.0585% 

              
E = Estimated 

Although the agency’s 2015-17 budget request is a small increase in absolute dollars over the previous biennium, it still represents a 
stable percentage of the PERS fund. 
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Mission Statement and Statutory Authority  

 
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. 
 
Core Values 
Integrity - Inspiring trust through transparency and accountability 
Innovation - Empowering change through collaborative teamwork 
Simplicity - Reducing barriers through clear communication and streamlined processes 
 
Core Operating Principles 
Member Service - Enabling our diverse membership to make informed decisions 
Data Integrity - Partnering with employers and members to ensure timely and reliable information 
Information Security - Constantly vigilant to safeguard confidential information 
 
The Public Employees Retirement System (PERS) was created by the Oregon Legislative Assembly in 1945 and commenced 
operation on July 1, 1946. Statutory references for the agency are: 
 

 Tier One and Tier Two Member Retirement Programs 
o ORS 237.950 to 237.980, 238.005 to 238.480, and 238.600 to 238.750 

 Oregon Public Service Retirement Program (OPSRP) Pension Program 
o ORS 238A.005 to 238A.475 

 Individual Account Program (IAP) 
o ORS 238A.300 to 238A.475 

 Judge Member Retirement Program 
o ORS 238.500 to 238.585 

 Public Employee Benefit Equalization Fund 
o ORS 238.485 to 238.492 
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 Retiree Health Insurance Program 
o ORS 238.410 to 238.420 

 Deferred Compensation Program 
o ORS 243.401 to 243.507 

 Social Security Administration Program 
o ORS 237.410 to 237.515 

 
Oregon Administrative Rules (Chapter 459) govern the implementation of PERS’ statutory responsibilities. 



BUDGET NARRATIVE 

           Agency Request     X    Governor’s          Legislatively Adopted Budget Page 33 
2015-17      107BF02  
    
   

Agency Two-Year Plan 

 
PERS’ Strategic Outcomes, Processes, and Measures 
 
PERS has established an outcome-based management system that drives improvements to daily operations and work processes. The 
system provides a framework to engage employees in personal and organizational planning that directly aligns with the agency’s 
mission, vision, core values, and operating principles. We continue to integrate problem-solving and decision-making tools that 
depend on active engagement from staff who have the most direct connection with members, employers, and stakeholders. 
 
Success of the management system will be measured against six key goals: 
1. Collaborative and transparent leadership 
2. Efficient, effective, and adaptable organization 
3. Engaged and empowered workforce 
4. Engaged and educated stakeholders 
5. Timely and accurate service 
6. Trusted and credible agency 
 
Progress on these goals is monitored against outcome measures that define where measurable improvements are occurring, or are 
needed, to advance these goals. The outcome measures are: 
1. Clear, concise communication 
2. Employee engagement 
3. Operating effectiveness - % of process measures are in a positive range 
4. Member to staff ratio 
5. Total benefit administration costs 
6. Performance to budget 
7. Member service satisfaction 
8. Effective employer partnerships 
9. Timely benefit payments 
10. Informed retirement decisions 
11. Accurate benefit calculations 
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The agency’s core functions are separated between six operating processes and six supporting processes. Measures for each process 
are actively tracked through Quarterly Target Reviews (QTR) to identify areas needing improvement. The operating and supporting 
processes, with their associated process measures, are shown in the following tables. 
 

OPERATING PROCESSES 
Core Processes and their Sub-Processes 

OP1: Managing 
Client Data and 
Services 

OP2: Collecting 
Contributions 

OP3: Assessing Benefit 
Eligibility 

OP4: Processing Benefit 
Applications 

OP5: Calculating 
Benefits 

OP6: Paying Benefits 

1. Receiving 
member data 

2. Reconciling 
member data 

3. Correcting 
member data 

4. Maintaining 
member data 

5. Archiving and 
imaging member 
information 

6. Generating data 
reports 

7. Generating and 
responding to 
correspondence 

8. Generating and 
responding to 
phone calls 

9. Creating and 
making 
presentations 

 Creating and 
maintaining 
employer 
accounts 

 Establishing an 
employer rate 

 Generating an 
employer invoice 

 Receiving 
employer 
contributions 

 Posting 
contributions to 
invoices 

 Crediting 
contributions to 
the general ledger 

 Reconciling 
contributions 
submitted to 
State Treasury 

 Collecting on 
delinquent 
employer invoices 

 Receiving member 
purchases 

 Accounting for 
supplemental 
member 
contributions 

 Determining 
beneficiaries for 
pre- and post-
retirement death 
benefits 

 Requesting and 
reviewing 
divorce decrees 

 Determining 
eligibility for 
disability 

 Completing 
estimate requests 

 Completing data 
verification 
requests 

 Reviewing 
account for pre-
benefit eligibility 

 Determining 
eligibility for 
PERS Health 
Insurance 
Program 

 Receiving benefit 
application 

 Reviewing benefit 
application 

 Entering 
application data 

 Corresponding 
with applicant and 
Employer 

 Processing “just in 
time” eligibility 

 Initiating the 
benefit calculation 
process 

1. Reviewing 
account 

2. Calculating initial 
benefit (service, 
death, divorce, 
disability, 
withdrawals) 

3. Recalculating 
benefit after an 
estimated benefit 
after an estimated 
benefit or when 
an adjusted or 
retroactive benefit 
is due 

4. Validating benefit 
calculations 

5. Initiating the 
payment benefits 
process 

1. Ensuring cash is 
available to fund 
benefit payments 

2. Creating and 
transmitting 
payment files 

3. Processing 
manual checks 

4. Validating 
payment files 

5. Processing 
returns/cancels 

6. Maintaining 
payee 
information 

7. Maintaining 
deductions 

8. Ensuring tax 
reporting 
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OPERATING PROCESSES 
Process Measures 

OP1: Managing Client 
Data and Services 

OP2: Collecting 
Contributions 

OP3: Assessing Benefit 
Eligibility 

OP4: Processing Benefit 
Applications 

OP5: Calculating 
Benefits 

OP6: Paying Benefits 

OP1a: % reports 
received vs. expected 
OP1b: % of returned 
bulk mail 
OP1c: % of employer 
reports received are 
complete and accurate 
OP1d: % of member 
data forms processed 
within 30 days 
OP1e: % of employer 
reports received within 
three business days of 
reporting cycle 
OP1f: Average length of 
wait before caller 
reaches live person 
OP1g: % of 
correspondence 
responded to within 10 
days of receipt 

OP2a: % of IAP 
contributions posted that 
are due 
OP2b: % of employers 
that rate the employer 
statement as good or 
excellent 
OP2c: % of total 
employers utilizing the 
Automated Clearing 
House 
OP2d: # of invoices 
outstanding more than 
30 days 
OP2e: % of member 
purchases posted within 
14 days of receipt 

OP3a: % of appeals that 
are upheld compared to 
total # of eligibility, 
disability, and divorce 
appeals filed 
OP3b: % of disability 
and divorce 
determinations 
completed within 180 
and 90 days respectively 
OP3c: % of estimates 
completed within 30 
days of receipt 
OP3d: % of data 
verification requests 
completed within 180 
days of receipt 

OP4a: % of applications 
completed by the 
eligibility team within 
30 days of the effective 
retirement 
OP4b: % of estimated 
payments per month 
OP4c: % of applications 
returned or rejected 
back to the applicant 
OP4d: % of applications 
with two or more 
requests made to 
applicant or employer 
for information 
OP4e: % of non-
canceled application 
completed and ready for 
calculation within 30 
days of the effective 
date 
OP4f: % of non-
canceled applications 
completed and ready for 
calculation within 15 
business days of all 
required documents 
received 
OP4g: % of non-
canceled applications 
completed and ready for 
calculation within 60 
days of the effective 
date 

OP5a: # of calculations 
completed per FTE 
OP5b: % of sample 
calculations that are 
within plus or minus $5 
OP5c: % of calculations 
completed within 15 
calendar days from 
completed application 
date 

OP6a: # of manual 
checks processed 
OP6b: % of electronic 
payments over total 
payments 
OP6c: Average # of 
days to resolve returned 
payments 
OP6d: # of exceptions 
not cleared prior to 
pension lock 
OP6e: % of tax reports 
completed by Federal 
and State deadline 
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SUPPORTING PROCESSES 
Core Processes and their Sub-Processes 

SP1: Communicating 
Internally & Externally 

SP2: Managing 
Compliance & Risk 

SP3: Leveraging 
Technology 

SP4: Managing 
Organizational Finances 
& Resources 

SP5: Managing & 
Developing the 
Workforce 

SP6: Strategic & 
Operational Planning 

1. Developing 
communication 
strategy 

2. Creating and 
maintaining 
publications and 
forms 

3. Maintaining electronic 
& social media 

4. Communicating with 
legislators and interest 
groups 

5. Responding to media 
requests 

6. Communicating with 
agency staff 

7. Responding to public 
record and discovery 
requests 

1. Providing policy 
advice 

2. Implementing new 
legal mandates 

3. Resolving disputes 
4. Managing legal 

services 
5. Maintaining tax 

qualified status 
6. Managing strategic 

relationships 
7. Conducting 

enterprise risk 
management efforts 

8. Managing audit 
services 

9. Managing 
information (record 
& document) 
programs 

10. Ensuring reliable, 
consistent and 
auditable data 
reporting 

1. Developing IT 
strategy and 
roadmap to meet 
agency technology 
needs 

2. Ensuring system 
availability and 
performance 

3. Delivering Help 
Desk/ desktop 
support 

4. Maintaining 
applications and 
systems 

5. Enhancing 
applications and 
systems 

6. Implementing new 
applications and 
systems 

7. Ensuring system 
security 

8. Developing, 
delivering and 
managing 
Enterprise Content 
Management 
System 

1. Administering 
accounting and 
payroll services 

2. Managing funds and 
investments 

3. Developing and 
administering 
budget and finance 
operations 
supporting agency 
strategic plan 

4. Developing and 
managing contracts 
and agreements 

5. Maintaining and 
managing facilities 
and equipment 

6. Managing actuarial 
services 

1. Managing the 
Workforce Plan 

2. Acquiring Talent 
3. On-Boarding 
4. Managing 

Performance 
5. Developing 

Employees 
6. Retaining 

Employees 

1. Nurturing the 
agency’s mission, 
values and core 
operating 
principles 

2. Developing/ 
maintaining the 
agency’s strategic 
plan and ensuring 
organizational 
alignment 

3. Prioritizing and 
managing the 
completion of 
projects 

4. Governing and 
maintaining the 
PERS Outcome-
Based 
Management 
System  
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SUPPORTING PROCESSES 
Process Measures 

SP1: Communicating 
Internally & Externally 

SP2: Managing 
Compliance & Risk 

SP3: Leveraging 
Technology 

SP4: Managing 
Organizational Finances 
& Resources 

SP5: Managing & 
Developing the 
Workforce 

SP6: Strategic & 
Operational Planning 

SP1a: # of emails to 
PERS Board email box 
with complaints 
SP1b: % who rate forms 
as easily understandable 
SP1c: % of media 
coverage events with 
neutral or positive 
mentions 
SP1d: % rating 
satisfaction as good or 
excellent 
SP1e: % of public 
records requests 
responded to with a cost 
estimate within 14 days 
of receipt 

SP2a: % of operating 
budget expended for 
attorney and 
administrative hearing 
fees and risk 
management premiums 
SP2b: # of Member and 
Employer appeals and 
contested case matters, 
employment disputes, 
litigation disputes, 
notices of dispute and 
risk management claims 
SP2c: % of staff 
determinations that are 
reversed on appeal 
SP2d: % of high risk 
audit findings resolved 
within committed time 
period 

SP3a: # of business days 
in a month ORION 
systems are not available 
within the standard 
service window 
SP3b: % of survey 
respondents indicating 
satisfaction with our 
technology 
SP3c: # domains in the 
Information Security 
Business Risk 
Assessment report that 
meet agency goal 
SP3d: # of batch 
incidents/appends in a 
month 
SP3e: % of Change 
Requests scheduled for a 
release that are actually 
deployed 
SP3f: # of instances 
where system status 
change is not mitigated 
within four hours 
SP3g: % of Help Desk 
Tickets resolved within 
the Service Level 
Agreement 
SP3h: % of time systems 
are available during the 
service window 

SP4a: % of months with 
no interest cost incurred 
due to borrowing 
SP4b: % of accounts 
receivable dollars 
collected (based on total 
dollars of accounts 
receivable) 
SP4c: % of actuarial 
service milestones met 
(e.g. experience studies, 
valuations, CAFR data, 
employer rates updated 
in jClarety, economic 
impact report) 
SP4d: % of invoices 
with payments released 
for payment within 30 
business days of receipt 
by Accounts Payable 

SP5a: % of employees’ 
annual development 
plans created 
SP5b: % of employees 
receiving corrective 
action for violations 
SP5c: % of employees 
completing trial service 
SP5d: % of data fields 
entered correctly into 
the personnel database 
(PPDB) 
SP5e: % of employees 
evaluated overall 
performance rating 
“meets expectations” 
SP5f: % of performance 
evaluations completed 
by due date 

SP6a: % of outcome 
and process measures 
with new or current data 
reported for that quarter 
SP6b: # of problem 
solving initiatives in 
process 
SP6c: % of employees 
that rate mission 
relevance as high 
SP6d: Net # of 
measures that improve 
per each quarterly target 
review (QTR) 
SP6e: # of 
breakthroughs on 
schedule 
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Agency Programs 

PERS and its associated programs have a significant impact on Oregon’s economy. In 2013, Oregon PERS paid approximately $3.8 
billion in benefits to retirees or their benefit recipients. The specific programs administered by PERS are described below: 

Tier One and Tier Two Programs 
The Tier One and Tier Two programs are statutorily created programs, the administration of which is funded with Other Fund 
revenues that provide retirement, death, and disability benefits almost 115,000 non-retired members and more than 127,000 retired 
members and beneficiaries. Active Tier One and Tier Two membership will decline over time as the programs are closed to new 
members. However, due to the aging demographics of the Tier One and Tier Two membership, agency retirement workloads for the 
programs will increase over the next decade. More than 52,000 Tier One and Tier Two members are currently eligible to retire by 
virtue of age or years of service. 

 
The Tier One and Tier Two Programs services include: 

 Maintaining demographic and employment data throughout a member’s career that will form the basis for benefit eligibility and 
calculations, tracking account balances and earnings crediting for member contributions to the regular and variable annuity 
accounts, and generating annual member account statements.  

 
 Providing information to members regarding retirement, disability, and death benefits; providing benefit estimates and explaining 

benefit payment options for members and beneficiaries. 
 

 Calculating and paying withdrawal, retirement, death, disability, and excess benefits. 

Oregon Public Service Retirement Plan (OPSRP) 
The Oregon Public Service Retirement Plan (OPSRP), created by the Legislative Assembly in 2003 (codified as ORS Chapter 238A) 
and financed with Other Funds, provides both individual account-based and pension benefit programs. Employees hired by PERS-
participating employers in qualifying positions on or after August 29, 2003, participate in the OPSRP Pension Program. As of 
December 31, 2013, the OPSRP Pension Program had more than 88,000 active and inactive members.  

OPSRP Individual Account Program 
OPSRP Pension members also participate in the Individual Account Program (IAP). Under 2003 PERS Reform, employee 
contributions from Tier One and Tier Two members were also directed into this separate IAP effective January 1, 2004. As of 
December 31, 2013, there were 238,625 active IAP accounts. The IAP requires members in qualifying positions to contribute 6 
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percent of their salary into a supplemental retirement savings account invested as part of the Oregon Public Employees Retirement 
Fund (OPERF) regular account under the oversight of the Oregon Investment Council (OIC).  
 
At retirement, members can choose to receive their IAP account balance in a lump-sum payment or in equal installments over a 5, 10, 
15, or 20-year period, or over the member’s anticipated life span. Currently, a third-party administrator provides record keeping 
services for the program. Member contributions and earnings on those contributions fund the administrative costs related to the IAP. 
Under the IAP, there is no guarantee of a particular investment return or balance at retirement. Members make contributions that are 
invested and subject to market fluctuation. Employers may or may not also make contributions. When a member retires, he or she 
receives the accumulated contributions and any earnings or losses that accrue. Approximately $241 million in IAP benefit payments 
were issued during FY 2013. 

OPSRP Pension Program 
The OPSRP Pension Program is solely funded by employer contributions and associated earnings. Employees who started work with a 
participating public employer in a qualifying position on or after August 29, 2003, participate in the OPSRP Pension Program. An 
employee becomes fully vested into the program upon working five consecutive years in a qualifying position. Members’ retirement 
benefits calculated with a formula using their final average salary, length of service, and type of service (general vs. police/fire). 

Judge Member Retirement Program 
PERS administers a separate retirement program for all judges of the Oregon Circuit Courts, Court of Appeals, and Supreme Court. 
This formula-based benefit has a different contribution and payment structure than the Tier One and Tier Two Programs. All judges, 
as employees of the state of Oregon, have 7 percent of their salary contributed to an account to fund a benefit payable for the judge’s 
life starting no earlier than age 60. The benefit is capped at 75 percent of the judge’s final average salary.  

Retiree Health Insurance Programs 
PERS serves as a group sponsor, providing health insurance services to more than 58,000 retired members and dependents. PERS 
works with insurance carriers to design benefit packages, determine specifications, solicit proposals, analyze carrier responses, and 
award contracts based on quality of care and cost containment. PERS uses a third-party administrator to provide insurance services 
directly to members. The PERS Health Insurance Program is comprised of three statutorily-mandated programs:  
 
Retirement Health Insurance Account (RHIA) 
This program provides a $60 per month subsidy to help offset the cost of insurance premiums in PERS-sponsored health insurance 
plans for eligible retirees enrolled in Medicare Parts A and B. All PERS employers fund this subsidy through contributions. 
Approximately 43,000 retirees receive this subsidy, which totals approximately $31.1 million annually. 
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Retiree Health Insurance Premium Account (RHIPA) 
This program subsidizes the cost of insurance premiums in PERS-sponsored health insurance plans for those who retired directly from 
state of Oregon employment but are not yet Medicare eligible and are not enrolled in the state employee health insurance retiree plans 
sponsored by Public Employees Benefit Board. The subsidy, which is funded by the state of Oregon through its contribution rate, is 
based on the number of years the retired member was employed in state service. PERS issues more than $4.6 million in premium 
subsidies annually to almost 1,300 retirees (average $298 per member per month.)  
 
Standard Retiree Health Insurance Account (SRHIA) 
SRHIA covers all administrative services related to the PERS Health Insurance Program that are not specific to RHIA and RHIPA. 
This program encompasses such health insurance-related administrative activities as premium transfers of approximately $200 million 
per year, third-party administrative agreements, and consultant services. Member fees and earnings on dollars held by SRHIA fund 
this activity. 

Benefit Equalization Fund (BEF) 
The Legislature created the Benefit Equalization Fund (BEF) in 1997 as permitted by the Internal Revenue Service (IRS) to allow a 
full payment of PERS retirement benefits to recipients whose benefits would otherwise be capped by Internal Revenue Code (IRC) 
Section 415, which limits contributions and benefits in a tax-qualified plan. The BEF pays the amount of PERS benefits earned by 
these few members above the IRS limits (more than 70 benefits each year.) The BEF began paying members affected by IRC 415 in 
1998 and issues approximately $1.5 million in benefits per year. Benefit changes for new retirees related to PERS reforms, combined 
with periodic adjustments to the IRC 415 cap, will slow the growth of and eventually shrink the BEF. Fees are assessed to employers 
with members paid from the BEF to fund those benefits. 

Social Security Administration (SSA) 
PERS has the statutorily mandated responsibility to administer federal Social Security Administration (SSA) programs to over 1,000 
Oregon public employers. The scope of that responsibility involves facilitating employer education, assisting with SSA coverage 
referendums, and other ancillary duties. Annual fees assessed to participating employers fund the State’s SSA service. 

Deferred Compensation Program 
The Deferred Compensation Program administered by PERS provides the opportunity for public employees to voluntarily save 
additional funds to supplement their retirement benefits. This program is known as the Oregon Savings Growth Plan (OSGP) and is 
available to all state employees and those school districts and local government employers that choose to offer the program. 
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This program provides an incentive for participants to save additional funds for retirement while reducing current taxable income. The 
program currently serves almost 25,000 current and former state, school district, and local government employees. Plan assets were 
valued at approximately $1.57 billion as of December 2013.  
 
A third-party administrator provides OSGP record keeping and investment account services. Investment alternatives are selected with 
assistance of Oregon State Treasury staff with oversight from the Oregon Investment Council (OIC). PERS manages contracts with 
the third-party administrator, provides plan enrollment and educational support, monitors participant satisfaction, and provides 
customer support outside of the third-party administrator. Member contributions and related earnings fund OSGP’s administration.  
 
In 1997, the Legislative Assembly authorized PERS to extend deferred compensation services to local government employees through 
its third-party agreement. PERS coordinates local government applications and provides information about the program to local public 
employers. Employers work directly with OSGP staff to resolve administrative issues, but send contributions and contribution reports 
directly to the third party administrator. 

Debt Service 
PERS Headquarters Building 
In the mid-1990s, PERS recognized that the former Portland headquarters no longer served the long-term needs of the agency. As a 
result, PERS, in cooperation with DAS State Facilities, built the Tigard headquarters building in 1997 with land and construction costs 
financed through the issuance of a Certificate of Participation (COP).  
 
On April 4, 2012 the Department of Administrative Services (DAS) partially refunded Oregon Public Retirement System Certificate 
of Participation Series 2002, Series B to achieve debt savings, and 2012 Series K Article XI-Q Bonds was issued in order to refund the 
old debt.  
 
Although PERS has significant resources available to fund such projects, the capital markets were used due to interest costs being less 
than the potential investment opportunity costs related to alternative financing methods. Investment earnings on the PERS fund will be 
used to repay the balance which will be paid in full by May 2017. 
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Environmental Factors 

The primary environmental factors affecting PERS can be summarized in three specific issue areas: 

 Increases to the agency workload from an aging member population, with over 70,000 members eligible to retire as of June 30, 
2014. 

 Complex and evolving service delivery requirements caused by retirement program changes and new benefit structures. 

 Program administration complexities resulting from systemic plan dynamics like serial plan changes, litigation, and niche-plan 
customization. 

These combined factors present unique challenges that PERS continues to address by stabilizing and improving operations, resolving 
accumulated workloads, and permanently implementing changes resulting from legislation and other plan amendments. 

Aging of PERS Membership and Participants 
Membership demographics indicate that the demand for PERS services will continue to increase. PERS has been funded at the Current 
Service Level (CSL) to process a baseline of 6,000 retirements per year. The number of retirements is increasing each year and may 
plateau at approximately 9,000 annually. In 2003, retirements spiked to over 12,000 due to benefit changes brought on by legislative 
reforms. In 2013, PERS experienced more than 9,600 retirements. As of June 30, 2014, approximately 70,000 members (about 33 
percent of all active and inactive members) were eligible for immediate retirement based on age or years of service. 
 
Member retirements impact all agency activities and services. As more members approach retirement, requests for benefit estimates 
and retirement information increase. When a member chooses to retire, that triggers a process of data compilation and verification, in 
partnership with employers, to support the benefit calculation and resulting notice of entitlement which establishes the member 
benefit. In addition to pension options, members also retire out of the IAP which requires additional explanation of options, benefits, 
and processing. The volume of retirement requests and complexity of member account history drives PERS services and operational 
demands. 
 
Many retiring members choose to participate in the PERS’ Health Insurance Program. Their applications require a determination of 
eligibility, explanation of benefits, and deduction of premium for coverage. This program of two staff and partnership with a third-
party administrator is at times challenged to explain the expense and variety of health care coverage options available to retirees. 
 
In addition to retiring members leaving public service, PERS accepts demographic data and establishes account information for new 
public employees. Finally, retired members are living longer, so PERS is experiencing increased volume in: the pension roll (number 
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of retirees and beneficiaries receiving benefits); the complexity of cost-of-living adjustment (COLA) calculations; changes to tax 
withholding and reporting; and changes to demographic data including addresses and bank routing information.      

Complex and Evolving Plan Structures 
From 1945 to 2013, the legislature has approved at least 63 PERS plan changes that have impacted retiree benefits (positively and 
negatively), eligibility, health care premiums, and impacted beneficiaries. The context, terms, and relationships between statutes, over 
almost 70 years, have become more intertwined. In 2003, the legislature made broad changes to PERS by closing eligibility for Tier 
One and Tier Two and adding the OPSRP Pension and IAP Programs. The sum of the changes mandated in 2003 had a major effect 
on PERS programs and benefit structures and created multiple special projects, technology and otherwise. At that time, PERS found 
administration of the plans and infrastructure of the system inadequate to meet reasonable service delivery expectations of 
stakeholders. The intricacy and volume of changes to PERS statutes since 2003 has also led to litigation from employers and 
members, increased the volume of contested cases, and caused delays in providing some basic services to members.  
 
Subsequent to the 2003 reforms, the 2005 legislative session brought minor plan changes and refinements, but the 2007 legislative 
session saw challenges and opportunities for improved services as some elements of the 2003 reforms were modified and further 
refined. During the 2009 and 2010 legislative sessions, changes continued as legislation created the data verification process and 
allowed purchases using pre-tax funds. In 2011, a key change prohibited PERS from paying a tax remedy increase if a person is not a 
resident of Oregon or not subject to Oregon personal income tax for those eligible members who retire on or after January 1, 2012. A 
new, reduced COLA structure was approved by the legislature in 2013, as were the addition of a temporary, annual supplementary 
payment, and elimination of all tax remedy payments for retirees who do not pay Oregon income taxes because they don’t live in 
Oregon. 
 
Federal law and regulation changes, along with court decisions, also shape and refine the agency directives, requiring increased 
flexibility and adaptability from PERS at the administrative level and throughout its business processes and systems. 

Program Administration Complexities 
With its legislatively approved staffing and budget resources, PERS provides a variety of retirement services to approximately 
330,000 members and benefit recipients, and approximately 900 public employers. The agency is heavily dependent on the use of 
various information technology systems and uses third-party administrators for Retiree Health Insurance, the Individual Account, and 
Deferred Compensation Programs. Frequent revisions to the Tier One, Tier Two, and OPSRP programs in combination with outdated 
technology, or systems that don’t communicate well with each other, may limit staff’s ability to provide industry standard customer 
service, or limit member ability to access information that would be helpful in their retirement decision making process. 
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Initiatives and Accomplishments 

2013-15 Progress Report 
With the combined resources of the agency budget and Policy Option Packages approved in 2013, 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 that progress are discussed below. 

Timely and Accurate Payment of PERS Benefits. The Key Performance Measure is to provide 80 percent of initial retirement 
payments within 45 days of the member’s effective retirement date. During FY2013, PERS issued 70% of its pension benefit 
inceptions within 45 days of the member’s effective retirement date, a significant increase from the 33% performance rate in FY2012. 
Process and system improvements in calculating and issuing pension inceptions arose through better system functionality and 
resolving inefficiencies. We were in the final stages of a multi-phase IT replacement project during FY11 and FY12 and the IT system 
transition during the deployments hampered our effectiveness. Performance has markedly improved since then, as staff have 
transitioned to the new system and also adjusted processes to leveraging technology. With these improvements, staff continue to 
progress towards reaching the targeted 80% of new retirements issued in 45 days. 

High-Quality Customer Service. PERS’ Key Performance Measure is to achieve a customer satisfaction rating of “good” or 
“excellent” from 95 percent of members and employers. The percentage of members rating our service either “good” or “excellent” 
was 90 percent in 2013; employers’ ratings were 85 percent. 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.  

Optimize Effectiveness and Efficiency. PERS strives to deliver high-quality, cost-effective service to members and employers. PERS’ 
member to staff ratio increased to 995:1 in FY2013, up from 970:1 in FY2012. The staffing is slightly up this year (up by 0.3%) due to 
staff added for the Strunk/Eugene overpayment recovery project. And the membership levels are up by 2.4% this year. This 
membership increase, coupled with the smaller staffing increase, is the cause for the increase in the member to staff ratio this year. 
Demographic research shows that the next five to ten years will see a dramatically increasing number of members who qualify for 
retirement benefits. While the rising volume of retirements is an issue facing most public pension systems, PERS has also been 
challenged by transitioning to a newly developed and implemented IT system. This situation is expected to improve as staff adapts to 
the functionality provided by that system and the operational demands of statutory changes and program expansions (OPSRP and IAP) 
are normalized.  In the long term, the improved IT systems will lead to more streamlined processes, allowing the agency to continue to 
handle increasing workloads with stabilized staffing. 
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Criteria for 2015-2017 Budget Development 

 
By initiating its new management system in 2012, PERS began its evolution towards becoming an aligned, outcome-driven agency. 
The Fundamentals Map that was developed in the first phase of that implementation outlines the agency mission, shared vision, and 
core values and operating principles. The agency’s core work is measured according to six key goals, and those goals are achieved 
through performance improvement across various Outcome and Process Measures. 
 
Using these foundational elements of the management system, the agency’s planning for the next biennium was predicated on a 
strategy to use the budget process to improve agency performance in targeted areas. Starting from our current baseline performance 
level (supported by the agency Current Service Level budget), we identified particular business processes where performance can only 
be enhanced by adding resources (as process improvements and technology solutions have been leveraged as much as possible in 
these areas.) The proposed Policy Option Packages (POPs) for the 2015-2017 biennium are therefore connected to tactical, 
incremental strategies to maintain or improve performance in these processes; this set of POPs is targeted towards improvements in 
customer service metrics and strengthening our technology infrastructure. Without these POPs, performance would either have to stay 
at current levels or diminish in other areas as resources are diverted to these processes. 
 
The following summaries describe the 2015-2017 POPs which will allow PERS to achieve the agency mission of paying the right 
person the right benefit at the right time. 
 
Current Service Metrics Staffing Request – POP 101 
To maintain service metrics in three areas, PERS proposes to add six permanent positions (five are transitions of current positions): 
making permanent four limited duration Retirement Counselor 1 call center staff who have alleviated member call wait times and 
improved “favorable outcomes” with member calls; addition of one Retirement Counselor 2 position to assist with the growing work 
load of OPSRP retirement calculations; finalization of transition of one full-time, day shift custodial staff from DAS to PERS. 
 
Fully Integrating IAP into the ORION System – Phase III – POP 102 
This proposal is to complete the remaining project elements in Phase III of transitioning all aspects of the Individual Account Program 
(IAP) to PERS’ internal administration and eliminating use of an outside third-party administrator (TPA). Phase III is for the resources 
necessary to refine stakeholder needs and document those processes that have to be integrated, construct the IAP functionality within 
the agency’s benefit administration system, develop a project staging plan, and migrate to the new platform. 
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Enhanced Staffing for the Data Verification Unit – POP 103 
When the data verification process was created in 2009, the legislature approved six FTE for the program. Since that time, the volume 
of requests has out-paced the team ability to provide verifications in a timely manner. This request proposed to properly size the work 
unit based on the level of demand and to clear the accumulated backlog of requests. 
 
Technology Maintenance & Enhancements – POP 104 
PERS has been administering its benefit programs on the jClarety platform, a system architecture that was designed and developed 
over a decade ago. Over time, technology has changed and jClarety’s limitations, flaws, and inefficiencies have emerged in its 
operation. Some jClarety code and integration components need to be updated to keep the system scalable, maintainable, and meet 
current industry standards. This proposal will help augment existing staff to develop architectural updates to jClarety to maintain 
system functionality and usefulness. 
 
Disaster Recovery Infrastructure Upgrades – POP 105 
The technology infrastructure that supports ORION needs to be upgraded to enhance our ability to provide reliable services to 
stakeholders. This includes upgrading Disaster Recovery and Business Continuity solutions with a target to resume critical business 
and infrastructure services. Another component replaces desktop and laptop systems with a virtual desktop environment to improve 
data security and reduce life-cycle replacement costs. Finally, the proposal would establish a single sign-on environment to conform a 
variety of business applications to age user identification and passwords with PERS information security policy and protocol. 
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Major Information Technology Projects 

 
Much of the work and communication with and throughout PERS is electronic in nature. Employers report employee data 
electronically, members may communicate their benefit and information change requests electronically, and PERS databases hold 
copious volumes of employment history and associated information about members through and after public employment. PERS staff 
use this data and a variety of tools to calculate benefit estimates, generate payments, and track more than 300,000 active and inactive 
members or benefit recipients.   
 
The PERS reforms of 2003 drove development of currently used technology systems and databases. Since that time operational and 
process efficiencies have been developed based on existing technology; technology has evolved; member and employer interactions 
are becoming more web-based; yet system discrepancies and opportunities have become apparent.   
 
By initiating a new management system in 2012, PERS is evolving into a process-driven organization. We are making decisions about 
agency work based on processes and their outcomes which provides a rational, data driven approach to agency business. Efficient use 
and spending on technology resources and processes will help PERS achieve the agency mission of paying the right person the right 
benefit at the right time. To build on and refine existing resources, PERS proposes strategic investment in technology during the 2015-
2017 biennium. 
 
Integration of the IAP into ORION 
In recent legislative sessions, PERS has received approval to transition administration of the Individual Account Program into the 
ORION system.  This biennium, the proposal is to complete the remaining project elements in Phase III of the program. Resources 
will be used to refine stakeholder needs and document processes that have to be integrated, construct the IAP functionality within 
ORION, develop a project staging plan, and migrate to the new platform.   
 
Technology Maintenance and Enhancements  
PERS has been administering the benefit programs on the jClarety platform for over a decade. Over time, technology has changed, 
requirements for data volume and transactions have increased, and jClarety’s limitations, flaws, and inefficiencies have emerged in its 
operation. Some system code and integration components need to be updated to keep the system scalable, maintainable, and meet 
current industry standards. PERS proposes to augment existing staff to develop architectural updates to maintain system functionality 
and usefulness.   
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Disaster Recovery Infrastructure Upgrades 
Components of ORION including jClarety and a variety of business service applications are in need of upgrades so PERS may provide 
reliable services to stakeholders. This includes upgrading Disaster Recovery and Business Continuity solutions with a target to resume 
critical business and infrastructure services. Another component replaces desktop and laptop systems with a virtual desktop 
environment to improve data security and reduce life-cycle replacement costs. Finally, the proposal would establish a single sign-on 
environment to conform a variety of business applications to age user identification and passwords with PERS information security 
policy and protocol.  
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Summary of 2013-15 Biennium Budget 
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Program Prioritization for 2015-17 
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10% REDUCTIONS OPTIONS (ORS 291-216) 
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