OREGON

PERS ™

PUBLIC EMPLOYEES RETIREMENT SYSTEM

Senate Bill 1566 (2018)
Report

Joint Committee on
Ways and Means
Subcommittee on

General Government

March 1, 2021

Richard Horsford
CFO



PERS: scnate Bill 1566(2018) Report

Senate Bill 1566 was approved in 2018, in response to recommendations from the
Governor’s PERS Unfunded Actuarial Liability Task Force, which met in 2017

Senate Bill 1566 established

® The Employer Incentive Fund (EIF) which provides up to a 25% match for
employers who make a qualifying lump-sum payment to a side account

® The School Districts Unfunded Liability Fund (SDULF) which is a pooled
side account that will provide employer rate relief to public school districts,
charter schools, and education service districts

® The Unfunded Actuarial Liability Resolution Program which provides
information and resources to assist employers as they develop plans to
improve their funded status and projected rate changes

Senate Bill 1566 required reporting

® Senate Bill 1566 requires PERS to provide an update during each regular
legislative session on the status of the Employer Incentive Fund, the
School Districts Unfunded Liability Fund, and the Unfunded Actuarial
Liability Resolution Program.
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PERS: scnate Bill 1566(2018) Report (cont.)

Program status update as of December 2020
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Employer Incentive Fund (EIF)

Initially funded with $100 Million from General Funds

General Funds reduced to $64.8 Million during August 2020 special
session

25% match for employers who make a qualifying lump-sum payment to a
side account

The first application period closed on December 1, 2020.

« $312.8 Million Employer funds received

« $64.8 EIF matching funds distributed

« Additional $64.1 Million of Transition Liability payments also received.
Matches made to School Districts (26); Cities (22); Special Districts (8);
Charter Schools (5); Education Service Districts (3); Community Colleges
(1); and State Agencies (1).

Oregon Scoreboard Lottery is anticipated to provide $3.3 Million in the
2019-21 biennium plus $19.3 Million during the 2021-23 biennium to be used
in the next application cycle.




PERS: scnate Bill 1566(2018) Report (cont.)

School Districts Unfunded Liability Fund (SDULF)
® Pooled side account that will provide rate relief to all public school
districts, public charter schools, and education service districts. The
original legislation name five sources of revenue to capitalize this fund.

School Districts Unfunded Liability Fund Revenue
® Five Revenue Sources
1) Interest on unclaimed property through Department of State Lands
* Initial revenue received was redirected out of the fund during the
second special session of 2020
« Undetermined amount may be available in 2021-23
2) Certain proceeds from Capital Gains Tax
« Revenue transfer not expected in 2021-23
3) Certain proceeds from Estate Tax
« $33.3 Million estimated to be available in 2023
4) Revenues from agency debt collection
« Revenue transfer not expected in 2021-23
5) Revenue from repatriation of corporate income taxes
« Revenue source removed during second special session of 2020
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PERS: scnate Bill 1566(2018) Report (cont.)

School Districts Unfunded Liability Fund Revenue (cont.)

® Revenue in the SDULF will be applied as an employer rate offset for all
members of the School Districts Pool

® At this time, a 1% rate offset requires a fund balance of approximately
$560 Million

® PERS does not anticipate applying a rate offset to the SDULF this
biennium

Unfunded Actuarial Liability Resolution Program (UALRP)

® Employers participating in the EIF commit to participating in the
UALRP.

® Resources and information are on the Internet including the Employer
Rate Projection Tool

® Enhanced tools with advanced modeling abilities are currently in
development and expected to deploy in June 2021

® Guide to understanding rates had been published, with additional
guides being developed

OREGON

PERS




PERS: scnate Bill 1566(2018) Report (cont.)

Enhanced Amortization Options

® Employers may choose shortened amortization periods of 6, 10, or 16
years.

® Employers given option to choose to defer the year of rate offsets.

® 9 employers have now chosen shortened amortization periods.

Summary
® EIF has proven successful with initial funds distributed

® Uncertainty surrounding revenue streams for SDULF create challenges
in planning for the amount and timing of rate relief. Administrative
processes are in place, or have been outlined and are ready for
deployment as soon as revenue is available to ensure rate relief at the
earliest possible opportunity.

® UALRP continues to evolve working with all stakeholders to enhance
this program in a way that meaningfully engages employers well into
the future.
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Thank You

Richard Horsford
CFO

www.oregon.gov/pers
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