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Legislative Action

Emergency Board minutes

Minutes of the Emergency Board – November 7, 2003

42. Public Employees Retirement System

Representative Butler moved that the Emergency Board increase the Other Funds expenditure limitation established for the Public Employees 
Retirement System by section 29(1), chapter 710, Oregon Laws 2003, by $16,331,522, approve the establishment of 16 permanent positions (11.48 
FTE) and 15 limited duration positions (9.99 FTE), and approve the increase of one limited duration position to full-time (0.33 FTE) and the 
extension of one limited duration position to the end of the biennium (0.50 FTE) for the new Oregon Public Service Retirement Plan.

The following is a summary of the request and Subcommittee (General Government) action:

The new Public Employees Retirement System (PERS) Board Chair testifi ed as to the board’s activities and support of the Emergency Board request. 
The Board is tasked, not only with maintenance of the existing retirement program, but implementation of the new plan. The new plan will require 
new permanent staff as well as limited duration, start-up staff. An information system for the new plan that consists of off-the-shelf software has 
been acquired and is being installed. Because of timing of the passage HB 2020, placeholder limitation of $1 was all that could be provided during 
the session. This request should enable PERS to implement and manage the new plan during the rest of the biennium. The Legislative Fiscal Offi ce 
(LFO) recommendation was less than the PERS original request. The Board Chair concurred with the recommendation. 

The request and recommendation was with the understanding that the Department of Administrative Services would unschedule $1,919,044 Other 
Funds limitation previously provided for the existing retirement system programs, and transfer 10 positions (7.97 FTE) to the Oregon Public 
Service Retirement Plan from the existing retirement system programs, and also with the understanding that PERS will submit an implementation 
plan that contains defi nable, scheduled milestones, a detailed budget that can be tracked, and mitigations for risks identifi ed with the project. Once 
the Joint Legislative Committee on Information Management and Technology is formed, it can review and monitor the PERS information system 
implementation. 

The Subcommittee recommended approval of the expenditure limitation and the establishment of permanent and limited duration positions and 
changes to the status of two limited duration positions as recommended by the Legislative Fiscal Offi ce.
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The following Committee discussion occurred: 

Questions were raised about the cost and number of positions requested and whether they couldn’t be accommodated within the existing budget. 

Senator Harper stated that the Chair of the Board testifi ed as to the Board’s intentions to better manage the agency and that the Board needs the 
resources to implement the new plan. 

Representative Butler’s motion carried with Senators Schrader and Gordly voting ‘no’. Representative Miller and Senator Winters excused.

43. Public Employees Retirement System

Senator Messerle moved that the Emergency Board increase the Other Funds expenditure limitation established for the Public Employees Retirement 
System by section 1(3), chapter 439, Oregon Laws 2003, by $210,828, and approve the establishment of four limited duration positions (2.0 FTE) to 
address the workload resulting from the record number of retirements that have occurred during the past year.

The following is a summary of the request and Subcommittee (General Government) action:

The Public Employees Retirement System (PERS) has processed more than 12,000 retirements during the past year. This is about three times its 
normal workload. The Legislature provided PERS with 14 limited duration positions in its 2003-05 budget to address a workload estimated between 
8,000 and 10,000 retirements. PERS now requested expenditure limitation and position authority to fi nish the additional workload.

While most of the retirements have been processed, history has shown that about 15% of retirement benefi t calculations must later be recalculated. 
Much of this workload is outside the control of PERS. After retirement, retirees change their retirement option selection. Estimated benefi ts have to 
be paid then recalculated due to late submission of required information from employers. In other cases, benefi t computations are challenged or staff 
calculation errors require benefi t recalculation and adjustment. The net result is a residual workload that will have to be dealt with. The workload is 
expected to be fi nished by November 2004.

The Subcommittee recommended approval of the expenditure limitation and the establishment of limited duration positions.

Senator Messerle’s motion carried with no objections voiced. Representative Miller and Senator Winters excused.
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44. Public Employees Retirement System

Representative Butler moved that the Emergency Board increase the Other Funds expenditure limitation established for the Public Employees 
Retirement System by section 1(3), chapter 439, Oregon Laws 2003, by $142,856, and approve the establishment of two limited duration positions 
(1.25 FTE) to address the workload resulting from HB 2003. 

The following is a summary of the request and Subcommittee (General Government) action: House Bill 2003 was one of a number of Public 
Employees Retirement System (PERS) reform bills passed during the 2003 legislative session. The bill added substantially to PERS workload. 
Among other things, it requires PERS to recalculate the retirement benefi ts of Tier 1 members that retire under money match between April 2000 
and April 2004 for the court-determined excessive crediting of 1999 earnings to member accounts (the Judge Lipscomb decision). To the extent that 
the recalculated retirement benefi t is less than the benefi t attributed to the excess credited earnings, PERS must suspend COLAs for those retirees 
until the time the recalculated retirement benefi t, including COLAs, reaches the originally computed retirement benefi t. More than 30,000 retirees, 
alternate payees, or benefi ciaries are expected to be affected by the law. Most, if not all, of the recalculations must be performed manually.

PERS previously received position authority and expenditure limitation to implement the provisions of the bill. Because of time constraints, PERS 
noted at that time that it may return with an additional request to address workload requirements that unfolded or became clearer as implementation 
progressed. PERS now requested position authority and expenditure limitation for two limited duration positions to fi nish the biennium’s HB 2003 
workload.

The Subcommittee recommended approval of the expenditure limitation and the establishment of limited duration positions.

Representative Butler’s motion carried with Senators Schrader and Gordly voting ‘no’. Representative Miller and Senator Winters excused.

45. Public Employees Retirement System

Representative Butler moved that the Emergency Board increase the Other Funds expenditure limitation established for the Public Employees 
Retirement System by section 1(3), chapter 439, Oregon Laws 2003, by $3,142,723, and approve the establishment of seven permanent positions 
(5.53 FTE) and one limited duration position (0.79 FTE) to continue work on the existing Retirement Information Management System and improve 
information technology capabilities.

The following is a summary of the request and Subcommittee (General Government) action:
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The Public Employees Retirement System (PERS) has been working on maintenance of its aging system while beefi ng up its staff capabilities and 
adopting modern IT replacement technologies. The request had three specifi c components:

•  $524,250 for contract project management and “refactoring” or documenting the programming code and functions that exist for two of RIMS 
subsystems;

•  $943,234 and authorization for seven permanent positions and one limited duration position to strengthen its information systems staff 
capabilities; and

•  $1,675,239 to continue implementation of document workfl ow and imaging systems that include the digital scanning of all incoming documents 
so that the staff have electronic access of documents received by PERS and documents can be tracked electronically through the system.

The Department of Administrative Services (DAS) Information Resources Management Division (IRMD) was only willing to recommend approval 
of the request contingent upon PERS submitting an additional planning document to IRMD within 30 days of funding approval. Given the pressing 
need for systems improvements, the Budget and Management Division of the Department of Administrative Services and Legislative Fiscal Offi ce 
(LFO) recommended approval of the request with the understanding that the funds would be unscheduled.

The Subcommittee recommended approval of the request with the understanding that DAS will unschedule the funds. The funds will be rescheduled 
at the request of PERS with agreement of DAS Information Resources Management and Budget and Management Divisions.

The following Committee discussion occurred:

Senator Schrader noted that the Joint Legislative Committee on Information Management and Technology (JLCIMT) should review and make 
recommendation on the request before the Emergency Board takes action on it.

Discussion ensued about the need for JLCIMT review, but that the Committee had not yet been appointed.

Co-Chair Minnis stated that she and Senate President Courtney were close to making the appointments. Once appointed, the JLCIMT could then 
review the request.

Questions were asked about the priorities of the three components of the request and affect on PERS operations of postponing action until the 
JLCIMT could review them. LFO staff responded that postponing action on the $524,250 could prove to be the most detrimental to PERS operations.
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Representative Bates moved adoption of Representative Butler’s motion with the understanding that the funds would be unscheduled and position 
availability would be withheld as follows: expenditure limitation of $524,250 for contract project management and “refactoring” or documenting the 
programming code and functions that exist for two of RIMS subsystems would be unscheduled until the DAS Information Resources Management 
and Budget and Management Divisions recommend they be rescheduled; expenditure limitation of $943,234 and position availability for seven 
permanent positions and one limited duration position to strengthen its information systems staff capabilities be withheld until the JLCIMT has 
reviewed the request and recommends the funds be scheduled; and expenditure limitation of $1,675,239 to continue implementation of document 
workfl ow and imaging systems that include the digital scanning of all incoming documents so that the staff have electronic access to documents 
received by PERS and documents can be tracked electronically through the system be withheld until the JLCIMT has reviewed the request and 
recommends the funds be scheduled.

Representative Bates’ amended motion carried with Senator Schrader voting ‘no’. Representative Miller and Senator Winters excused.

Minutes of the Emergency Board – April 9, 2004

33. Public Employees Retirement System

Senator Harper moved that the Emergency Board acknowledge receipt of a report from the Public Employees Retirement System on actions taken 
with respect to agency oversight.

The following is a summary of the request and Subcommittee (General Government) action:

The 2003-05 Public Employees Retirement System (PERS) operating budget was approved with the knowledge that Board membership would 
change completely in September 2003. The Legislature expected that the new PERS Board’s involvement with PERS operations would be far more 
proactive than before. To reinforce this expectation, the PERS budget report included a budget note requesting the Department of Administrative 
Services (DAS) to unschedule $29 million (approximately 60%) of the agency’s Other Funds expenditure limitation with instructions that the new 
Board submit a report to the Emergency Board on the direction it is taking with respect to oversight of agency operations before the limitation be 
rescheduled. The Board is submitting its report and, after reviewing it with the Emergency Board, will ask that DAS reschedule the $29 million. 

The new PERS Board takes its responsibility for agency operations very seriously. The Board has invested a great deal of time trying to understand 
PERS operations and costs. It now receives monthly fi nancial reports that compare budgeted to actual expenditures and, with new management, is 
developing a budgetary and accounting structure that will match operational responsibilities to the agency’s 2005-07 budget. This will not only enhance 
the Board’s ability to monitor agency operations and make informed decisions, but also benefi t the Legislature as it reviews the PERS budget request.
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The new Board also functions much differently from its predecessor. For example, the Board Chair has assigned administrative rule-making 
responsibility to Board members based on the nature of the rule. Individual Board members thus gain expertise in their assigned area, work with staff 
in the rule-making process, and bring that knowledge to the Board meetings. Rather than rely solely on staff presentations, Board members have the 
benefi t of direct involvement in issues. This approach also improves Board oversight because it gives the Board a better understanding of PERS staff 
and internal operations.

The Subcommittee recommended acknowledging receipt of the report.

Senator Harper’s motion carried with no objections voiced.

34. Public Employees Retirement System

Senator Dukes moved that the Emergency Board increase the Other Funds expenditure limitations established for the Public Employees Retirement 
System by sections 29(2) and (3), chapter 710, Oregon Laws 2003, by $201,275 and $2,162,729, respectively, for Certifi cates of Participation 
issuance and debt service costs.

The following is a summary of the request and Subcommittee (General Government) action:

The 2003-05 Public Employee Retirement System (PERS) operating budget was approved with the expectation that a signifi cant information systems 
investment would most likely be required due to pending PERS reform legislation. HB 2020 established the new Oregon Public Retirement Service 
Plan (OPSRP) within PERS. That legislation included a requirement that the PERS Board develop and implement an information technology system 
to manage the Plan. Authority to issue Certifi cates of Participation (COPs) to fund start-up costs was included in the bond authorization bill (HB 
3446). Additionally, Other Funds expenditure limitation of $1 each was provided for issuance costs and debt service. The exact amounts needed were 
to be determined once the amount and issuance date of the COPs were known.

At its November 2003 meeting, the Emergency Board increased PERS’ Other Funds expenditure limitation for the new plan’s start-up and 
administrative costs. PERS borrowed from Tier 1 and Tier 2 assets to pay for these costs. While PERS had authority to use COPs to pay for one-time 
costs associated with the new plan, staff was still conducting a cost-benefi t analysis to determine if COPs were the appropriate funding mechanism 
for these items. PERS has now determined that using COPs to repay amounts borrowed is cost-benefi cial to the system. PERS estimates savings to 
the system will amount to $500,000 in the current biennium. Additional savings will accrue to the system in future biennia.
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PERS has identifi ed $9.9 million of one-time start-up costs that qualify for COP fi nancing and is now requesting approval for Other Funds 
expenditure limitation suffi cient to pay issuance and debt service costs. The COPs will be issued as part of a package scheduled to be sold in June and 
will be amortized over fi ve years. The Department of Administrative Services has provided PERS with estimates of issuance and debt service costs 
for the biennium. COP issuance costs are expected to be $201,276 and debt service costs for the biennium are expected to be $2,162,730, for a total 
request of $2,364,006. Since $1 limitations for issuance and debt costs already exist, the actual limitation increase needed is $2,364,004. 

The Subcommittee recommended the Emergency Board approve increasing the expenditure limitation by $2,364,004.

Senator Dukes’ motion carried with no objections voiced.

35. Public Employees Retirement System

Representative Butler moved that the Emergency Board increase the Other Funds expenditure limitation established for the Public Employees 
Retirement System by section 29(1), chapter 710, Oregon Laws 2003, Operational and administrative expenses, by $3,000,000 for third party 
administrator costs related to the Individual Account Program.

The following is a summary of the request and Subcommittee (General Government) action:

House Bill 2020 established the new Oregon Public Retirement Service Plan within the Public Employees Retirement System (PERS). That 
legislation established the Individual Account Program into which all active PERS members contribute six percent of their pay. Currently, there are 
about 170,000 active members in PERS and the number is expected to grow about 4-6% per year. 

The Public Employees Retirement Board has contracted with a third party provider to handle the record keeping of the Individual Account Program. 
The contract provides for an annual participant fee of $11. Based on current and projected growth in membership, PERS estimates the administrative 
cost for the third party administrator to be $3 million for this biennium. The funds in the Individual Account Program are part of the Public 
Employees Retirement Fund and are invested by the Oregon Investment Council. Thus, the third party administrator cannot access the accounts 
directly and PERS must include this cost in its budget. No expenditure limitation was provided for these costs, as PERS originally thought that 
payment could fl ow directly from the individual accounts to the third party administrator. Since that is not possible, PERS is now requesting a $3 
million Other Funds expenditure limitation increase to pay third party administrator costs.

The law requires that administrative costs for the Individual Account Program be borne by the individual account holders. The annual cost of $11 will 
be deducted from individual accounts and PERS will then pay the third party administrator. The additional expenditure limitation is necessary for 
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PERS to do this without jeopardizing its other operations.

The Subcommittee recommended approval of the request.

Representative Butler’s motion carried with no objections voiced.

36. Public Employees Retirement System

Representative Butler moved that the Emergency Board request the Department of Administrative Services to reschedule $2,787,500 in existing 
Other Funds expenditure limitation for the Public Employees Retirement System for information technology issues.

The following is a summary of the request and Subcommittee (General Government) action:

The request has fi ve separate components, three of which address replacement of the existing Retirement Information Management System (RIMS) 
and maintenance of efforts during that period. The other two components are for improved system security and improved telephone capabilities. 
The fi ve components are discussed separately. RIMS Replacement; Phase 1 Evaluation and Planning ($664,600): PERS now has determined that 
the system (jClarety) it has implemented for the Oregon Public Service Retirement Plan can be used as the basic replacement for RIMS. PERS is 
requesting $664,600 additional Other Funds expenditure limitation for consultant work to (a) defi ne which components of jClarety can be adapted 
to replace RIMS, (b) determine what must be custom developed in jClarety, and (c) produce a cost estimate and implementation plan to accomplish 
the replacement. That cost estimate and implementation plan is expected to be completed by September of this year so that PERS can then return 
to the Joint Legislative Committee on Information Management and Technology (JLCIMT) and Emergency Board for funding to implement the 
replacement. 

Stabilization and Interim Business Relief ($734,500): PERS staff have developed various “workaround” solutions or practices to compensate 
for RIMS defi ciencies. Each workaround was developed in the various operational units to address particular processing defi ciencies in those 
areas. Many of them are time-consuming and cumbersome to use. PERS’ plan is to improve staff effectiveness and productivity by addressing 
the workarounds most often used by reviewing the processes and either improving them or developing improved software to achieve the desired 
outcomes. These will be temporary fi xes that will be used only until the RIMS replacement comes online. The $734,500 limitation requested is for 
technical consultants and project oversight.

Data Management Planning and Data Conditioning ($656,400): Historically, PERS has been plagued with poor data quality that often results in 
inaccurate calculations, rework, system errors, sporadic cleanup attempts, and lost productivity. Many of the data quality problems were caused 
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by miscoding of key information to facilitate input of member data. The project plan is to defi ne processes, procedures, and rules to enforce data 
integrity and begin the process of cleaning agency data. Data accuracy checks are already built into the new jClarety system. However, to effectively 
implement a replacement for RIMS, existing data needs to be accurate. The agency is requesting $656,400 limitation for technical consultants and 
project management to develop a structured approach to data accuracy.

Security Systems Initial Implementation ($267,600): PERS has contracted with a vendor to conduct a formal information security risk assessment. 
Although the fi nal report has not yet been issued, the preliminary fi ndings have identifi ed some high priority security issues that need to be addressed 
immediately. PERS is requesting $267,600 limitation for necessary security related software and hardware to address these high priority security 
issues. The software will be developed by consultants. PERS will work with the State Cyber Security Center to ensure that the security measures 
developed will meet or exceed applicable state and industry standards, policies, and practices.

Telephone Switch Acquisition and Implementation ($464,400): PERS was provided $250,000 limitation in its 2003-05 budget to upgrade its 
telephone system. The changes made to public employees pension plans during the 2003 legislative session caused an unprecedented demand for 
retirement services. The increase in activity has place additional stress on the phone system to the point that agency operations are impacted. PERS 
is now requesting an additional $464,400 limitation that, along with the original $250,000, will be used to upgrade or replace the current telephone 
switch and acquire professional services necessary to integrate the phone switch with the PERS call center processes and applications.

The Public Employees Retirement Board reviewed the components of this request at its February 13 meeting and approved it for submission to the 
Emergency Board. The Department of Administrative Services Information Resources Management Division (IRMD) has been heavily involved in 
the development of the strategy and this funding request.

The JLCIMT reviewed this request and recommended that the Emergency Board request the Department of Administrative Services to reschedule 
$2,787,500 of existing Other Funds expenditure limitation for PERS to move forward with the work identifi ed in the request. Because of actions 
taken by the Emergency Board, the Department of Administrative Services has unscheduled $5.1 million of Other Funds expenditure limitation for 
PERS. The JLCIMT felt that additional limitation was not necessary, and instead recommended the Emergency Board request the Department of 
Administrative Services to reschedule the amount requested.

The Subcommittee concurred with the JLCIMT recommendation and recommended the Emergency Board request the rescheduling of existing Other 
Funds expenditure limitation.

Representative Butler’s motion carried with no objections voiced.
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Expenditures by Activity
Agency Summary

2005-07 Legislatively Adopted Budget
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PERS Expenditure Comparison
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Agency Summary Narrative

Agency Summary

The Public Employees Retirement System (PERS) provides a range of retirement services to public employees in the state of Oregon. These services 
are offered to more than 860 state and local government subdivisions across the state.  The agency administers the Tier 1/Tier 2 Retirement Plan 
(ORS 238), the Oregon Public Service Retirement Plan (ORS 238A), Deferred Compensation plans, Public Employee Benefi t Equalization Fund, 
Social Security Administration service, and three health insurance benefi ts services.  PERS also administers the fi nancing of two projects that were 
funded by the Certifi cates of Participation.   

Mission Statement & Statutory Authority

Mission statement of the Public Employees Retirement System:

 We are a well-respected organization that serves our members by enabling informed retirement and health benefi t decisions and delivering 
retirement and health benefi ts, effectively and effi ciently.

We achieve this by being:

1. Trustworthy:  We build trust internally and with all stakeholders.
2. Transparent:  Our work is transparent, direct and open.
3. Member-focused: We care about our members. We assure that members receive their legitimate benefi ts.  We seek to understand and meet 

member needs.
4. Inclusive: We uphold our stakeholders’ right to provide input into decisions that affect them.
5. Objective:  We administer the law objectively, not subject to political pressure or improper infl uence.
6. Straightforward: We strive for simplicity.  We aim to make our benefi ts and services easy to understand, straightforward to administer, and 

effi cient to implement.
7. Data-protective:  We maintain and improve the integrity of member data through our processes, business rules, decision making, and any quick 

fi xes.
8. Aligned:  We’re focused on our objectives.  We keep strategy and resources aligned, and deliver results, even as priorities change.
9. Clear:  Our communications are clear, consistent and concise, and meet stakeholder needs.
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10. Courageous:  We’re willing to make hard decisions in order to implement our strategy and to deliver according to the charter of the organization.
11. Competitive:  We understand the fi nancial implications of all our decisions and aim to operate competitively.
12. Careful:  We anticipate and manage risks to support fi nancial stability for members, employers and taxpayers.

The Public Employees Retirement System (PERS) was created by the 1945 Oregon Legislature and commenced operation July 1, 1946. Statutory 
basis for the agency are listed as follows:

1. Public Employees Retirement System
ORS 237.950 to 237.980, 238.005 to 238.480, and
238.500 to 238.750

2. Oregon Public Service Retirement Plan
ORS 238A.005 to 238A.475

3. Deferred Compensation Plans
ORS 243.401 to 243.507

4. Public Employee Benefi t Equalization Fund
ORS 238.485 to 238.492

5. Social Security Administration 
ORS 237.410 to 237.520

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

2005-11 Six Year Agency Plan

PERS is an agency in transition.  The agency faces signifi cant challenges, arising from statutorily mandated changes to its programs, in addressing 
the needs of members and stakeholders.  The member’s response to program changes combined with an aging member base continues to accelerate 
demand for retirement and other member services.  Simultaneously, PERS encountered diffi culty implementing the mandated benefi t changes in a 
timely manner, resulting in a further ongoing drain on the agency’s limited resources and administration.  These factors overwhelmed the agency’s 
organizational structure, management resources, and information technology systems enough that member and other services have begun to suffer.  

In September 2003, the new PERS Board confronted the reality of PERS’ inability to address the situation with its current structure and resources.  
The Board and agency administration initiated several projects to assess the agency’s overall mission, resources, and administrative capabilities as 
follows:
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• Revised the PERS mission and objectives
• Commissioned an assessment of PERS’ central services
• Reviewed and revised agency performance measures
• Instituted performance measures for all management and staff
• Formed a Business Transition Team

Strategic planning activities will continue through the end of the 2003-05 biennium.  PERS formed the Business Transition Team in June 2004 
to produce an overall business plan covering both short and mid-term goals.  The immediacy of the situation has focused attention on stabilizing 
the agency and its operations, while deferring development of additional long-term goals and objectives until reaching resolution of the current 
diffi culties.

While the business plan undergoes further development and refi nement, the Board issued a clear mandate: use the 2003-05 and 2005-07 biennia to 
assess, reorganize, and stabilize.  PERS’ primary objective for the 2005-07 biennium is stability by June 30, 2007.  From here, the agency will focus 
on achieving staff effi ciencies while enhancing member and stakeholder services.

The long-term business plan is part of PERS’ transition to a more stable foundation, and there are several specifi c actions that will become part of this 
plan to carry out its new mission. These actions are:

1. Fully implement the new jClarety system for the Oregon Public Service Retirement Plan (OPSRP).  While this will be mostly completed by the 
end of the 2003-05 biennium, certain aspects may continue into 2005-07 .

2. Replace the Retirement Information Management System (RIMS) legacy system. The planning stage of this project began in the 2003-05 
biennium with planned development activities extending into 2007-09.  The proposed approach is to integrate RIMS into jClarety.

3. Assess and restructure the PERS organization to better use the anticipated effi ciencies gained from the implementation of jClarety and the 
replacement of RIMS.  These changes will evolve as processes are converted from one system to another. One of the PERS Board’s goals is to 
reduce the number of temporary and limited duration staff and contain overall administrative costs needed to provide PERS services.

4. Simplify agency services through operational changes, greater automation, and replacement of current systems; work with the Legislature to 
either simplify service delivery requirements or prevent additional complexity.
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2005-07 Two Year Agency Plan

Agency Programs:

The program operations of PERS have a signifi cant impact on Oregon’s economy, providing retirement services to roughly 10 percent of Oregon’s 
population. The individual programs administered by the PERS agency are described as follows:  

Tier One-Tier Two Plan
The Tier One-Tier Two Plan (ORS 238) is a state-mandated activity funded with Other Fund revenues that provides pension services to 
approximately 214,000 non-retired members and nearly 100,000 retirees and benefi ciaries who became employees with a participating public 
employer prior to August 29, 2003.  The closure to new members under this plan will allow activity to decline.  However, due to the aging 
demographics of the Tier One-Tier Two membership, retirement workloads will likely increase over the next 10 to 15 years.   The Tier One-Tier Two 
Plan’s services include:

• Providing information to members regarding retirement, disability, and death benefi ts, providing benefi t estimates and describing plan options for 
members and benefi ciaries. PERS will retire a projected 12,000 members during the next biennium.

• Account maintenance for active members that includes recording changes in employment, crediting interest and purchased service time, 
generating annual member statements of account, and reconciling reported contributions. PERS processes over $1.1 billion in annual 
contributions.

• The calculation and payment of benefi ts. Annually, PERS issues over $2.0 billion in benefi t payments.

Health Insurance Services
PERS acts as a group sponsor, providing health insurance services to approximately 35,400 retirees and dependents. PERS designs benefi ts, devises 
specifi cations, analyzes carrier responses, and awards contracts based on care quality and cost containment. PERS uses a third-party administrator to 
provide these services directly to members. 

Health Insurance Services is composed of the following three state-mandated activities.

Retirement Health Insurance Account (RHIA)
This program provides a $60 per month subsidy to offset the cost of insurance premiums with PERS-sponsored insurance carriers for participating 
retirees of Medicare age or older. All PERS employers fund this subsidy through contributions.  Approximately 34,500 persons receive this subsidy.
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Retirement Health Insurance Premium Account (RHIPA)
This program subsidizes the cost of insurance premiums on PERS-sponsored services for those retired ex-State of Oregon employees who are not yet 
of Medicare age. The subsidy, which is funded by the State of Oregon through its contribution rate, is based on the number of years the retiree was 
employed in state service. Approximately 890 persons receive this subsidy.

Standard Retirement Health Insurance Account (SRHIA)
SRHIA covers all administrative services related to PERS Health Insurance Services that are not specifi c to RHIA and RHIPA. This program 
encompasses such health insurance related administrative activities as premium transfers, third-party administrative agreements, and consultant 
services.  Member fees and earnings on dollars held by SRHIA fund this activity.

Benefi t Equalization Fund
The Legislature created the Benefi t Equalization Fund (BEF) in 1997 to allow a full payment of PERS pension benefi ts capped by Internal Revenue 
Code (IRC) 415, that limits benefi ts in excess of approximately $111,000 per year (for general service retiree at age 58). The BEF began paying 
members affected by IRC 415 in 1998. The fund serves approximately 110 members, and continues to grow by 10 participants per year.  Capping of 
member contributions to the Tier One-Tier Two Plan, combined with periodic adjustments to the IRC 415 cap, will slow and eventually shrink the 
BEF.  Fees assessed to participating employers fund the BEF.

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 SSA has preferred to work directly with employers for the past several years, thus limiting agency activity. However, delegated 
responsibilities increased recently, causing increasing agency involvement in employer education, audits, SSA coverage referendums, and other 
ancillary duties.  Annual fees assessed to participating employers fund the SSA service.

Deferred Compensation Program
Deferred Compensation (State Government)
The state’s Deferred Compensation Trust (aka: Oregon Savings Growth Plan) is a voluntary plan available to state employees. This mandated activity 
benefi ts participants by providing an incentive for saving additional funds to be used at retirement while reducing taxable income. It presently serves 
nearly 19,500 current and ex-state employees who deferred over $600 million in preparation for retirement.  Deferred compensation participants fund 
all costs of plan administration.
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A third-party administrator provides the Oregon Savings Growth Plan record keeping and investment services. Agency staff manages the 
administrator’s contract, provides educational support, monitors participant satisfaction, and assists participants with issues irresolvable by the third-
party administrator.  Member contributions and related earnings fund the administration of the Oregon Savings Growth Plan.

Deferred Compensation (Local Governments)
In 1997 the Legislature authorized PERS to extend deferred compensation services to local Oregon governments through its third-party agreement. 
PERS responsibilities are to coordinate local government applications and to provide information about the program to local public employers. Once 
the local employer signs onto the program, they work directly with PERS’ third-party administrator and the Treasury Department. 

Oregon Public Service Retirement Plan (OPSRP)
OPSRP, authorized by the 2003 Legislature (ORS 238A) and funded with Other Funds, provides both defi ned contribution and defi ned benefi t 
pension services as follows:

Individual Account Program
The Individual Account Program (IAP) is a defi ned contribution pension service that requires PERS members to contribute 6% of their salary and 
receive a pension benefi t payment upon retirement.  All PERS members actively making contributions on or after January 1, 2004 participate in the 
IAP.  A third party administrator provides record keeping services.  Member contributions and earnings on those contributions fund the administrative 
costs related to the IAP.

Pension Program
The OPSRP Pension Program is a defi ned benefi t pension service solely funded by employer contributions and their earnings.  Most employees who 
start work with a participating public employer on or after August 29, 2003 participate in the Pension Program. 

Debt Service

Certifi cates of Participation
Certifi cates of Participation (COPs) were issued to fi nance two PERS projects.  Although PERS has signifi cant resources available, the capital 
markets, through the usage of COPs, were utilized due to lower interest costs or higher lost opportunity costs related to alternative fi nancing methods.  
The revenue source that services the COPs is Other Funds.  These two projects are described as follows:
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PERS Headquarters Building
In the mid-1990’s PERS recognized that the former headquarters location in Portland could not serve the long-term needs of the agency.  As a result 
PERS, cooperating with DAS State Facilities, built a headquarters in Tigard in 1997 with land and construction costs fi nanced through the issuance 
of a COP.  The original $8.6 million COP was partially refi nanced in March of 2002 through the issuance of a second, lower rate COP.  Earnings on 
the PERS fund will pay the remaining balance for the fi rst COP ($1.1 million as of 06-30-04) in May 2006, and the second COP ($5.86 million as of 
06-30-04) in May 2017.  

Oregon Public Service Retirement Plan Information Technology Project
The Legislature recognized that revenues from the IAP and Pension Program would not suffi ce to cover the initial start-up activity expenses.  As a 
result, the Legislature authorized PERS to borrow funds from the Tier One-Tier Two plan assets and to issue a COP.  After a cost benefi t analysis, 
PERS requested the issuance of a fi ve-year COP for $9,865,000 to cover the capital costs of purchasing and installing IT systems to support the 
OPSRP programs.  OPSRP contributions and earnings primarily service the COP debt. 

Environmental Factors:

The primary environmental factors affecting the PERS plan can be summarized into three specifi c issue areas:

1. Retirement program changes and an aging member population had signifi cantly increased the demand for PERS services;
2. PERS’ guiding statutes and regulatory requirements have undergone signifi cant changes, resulting in more complex and expanded service 

delivery expectations to be managed within a limited organizational and resource structure; and,
3. The continued deterioration of PERS’ outdated information technology systems has caused sliding service levels, growing backlogs, declining 

accuracy, and poor utilization of agency resources. 

These combined factors present a signifi cant challenge that cannot be resolved during the 2003–05 biennium, and PERS must take signifi cant action 
to stabilize operations, clear-up unaddressed accumulated workloads, and fully implement 2003 legislation in the 2005-07 Biennium.
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Aging of PERS Membership and Participants
Membership and participant demographics indicate the demand for PERS services will continue to increase. When the PERS membership is spread 
by age, the progression of members approaching retirement age can easily be seen. As of June 30, 2002, approximately 40,000 members were eligible 
for immediate retirement. Although over 12,000 members retired during 2003, this demographic wave continues to indicate increasing numbers of 
retirements through 2013 before leveling out. The previous baseline of 4,000 expected retirements per year is no longer valid and a higher baseline of 
at least 6,000 retirements per year (a 50 percent increase) is expected for the 2005-07 biennium.

Member retirement typically impacts other activities and services. As a member approaches retirement, requests for estimates and retirement 
information increase signifi cantly. At retirement, many members choose to participate in PERS’ Health Insurance Program. Finally, the replacement 
employee is soon established on PERS database. All of these activities are volume driven and compose a major part of PERS’ services and related 
operational demands.
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Complex, Changing Service Delivery Requirements
PERS statutes evolved over 58 years and now encompass 108 pages.  The context, terms, and relationships between statutes have become much 
more complex. Compounding this, new layers of statutes continue to be added at a rapid pace. 18 separate bills brought more than 100 modifi cations 
to the body of PERS statutes in the 1999 and 2001 legislative sessions alone. In 2003, the Legislature made broad, sweeping changes to the current 
PERS pension system by adding a new pension plan. Although some changes were minor, the sum of the changes mandated in 2003 had a major 
effect on PERS programs and benefi t structures and created multiple one-time projects. PERS found both its administration and infrastructure wholly 
inadequate to meet the expectations of stakeholders. The complexity, opaqueness, and volume of changes to PERS’ statues have also led to signifi cant 
litigation from both employers and members, continued acceleration in the number of contested cases, and delays in providing even the most basic 
services to PERS members.

The uniqueness of the PERS pension benefi t structures causes diffi culties in direct application of Internal Revenue Code (IRC) requirements in 
several critical areas. A primary issue is the application of defi ned benefi t regulations to aspects of the PERS plan similar to a defi ned-contribution 
plan (Money Match). This does not always allow for direct correlation of IRC rules to PERS’ specifi c needs, nor can PERS easily utilize the 
interpretations provided other public pension systems by the IRS.

In 2003, the Oregon Circuit Court ruled in the City of Eugene v PERS case that PERS’ interpretation of several parts of its statute was incorrect. 
Compliance with the settlement has forced further system and operational changes. 

The Legislature, federal agencies, and courts continue to reshape the agency’s ground rules. New legislation, legal interpretations, and regulatory 
changes require increased fl exibility and adaptability from PERS at the administrative level within its own systems.

Deteriorating/Infl exible Information Technology Base 
With 270 permanent staff in the base budget, PERS provides a variety of retirement services to over 305,000 Oregonians and 860 public employers. 
The agency augments staff provided services through the use of various information technology platforms and, in the case of its Retiree Health 
Insurance, Individual Account, and Deferred Compensation Programs, third-party administrators. The agency’s primary technology system is the 
Retirement Information Management System (RIMS), designed in the mid-1980s for the pension benefi t structure in place at that time. Although 
RIMS performed adequately through the mid-1990s, its operation has become increasingly infl exible and resource intensive. The system’s inadequacy 
has been greatly accelerated by the rapid rise in retirement and membership volumes and revisions to the PERS Tier One-Tier Two plan in 2003.  
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RIMS is processing a shrinking number of transaction types while the agency has expended more and more resources to moderate the system’s 
decline. When new, RIMS processed approximately 80 percent of all retirement calculations. Now, the percentage has declined to under 50 percent; 
manual computations cover the gap. The increase in manual activity coupled with growing demand has stretched staff and other resources where both 
service and accuracy levels are declining. Rising error rates contribute to accumulated workload and other adjustments, further straining resources. 

Beginning in 1997, PERS proposed a number of initiatives to arrest RIMS’ decline and to install new technologies to eventually supplant RIMS with 
more effi cient and accurate systems. However, the agency was unable to present a general technology strategy acceptable to the Legislature, leaving 
PERS continuing to provide services to its members with the outmoded RIMS system.

With Legislative approval of the Oregon Public Service Retirement Plan (OPSRP), PERS acquired a new pension management system, jClarety. 
PERS intends to leverage the abilities of jClarety to serve both the OPSRP Pension and the Tier One–Tier Two Program. In addition, PERS is 
exploring the feasibility of using jClarety to replace part or all of RIMS.  This study will be concluded by the end of the 2003-05 biennium.

Agency Initiatives:

The core of PERS’ two-year plan is to address current structural and operational challenges with the goal of transitioning the agency to a stable 
foundation by the end of the 2005-07 biennium.  To accomplish this goal, PERS must:

1) Become more fl exible in its ability to accommodate change to its services and programs,
2) Be able to address increasing workload volumes in nearly every area,
3) Reverse the decline in member services, and 
4) Fully implement plan changes mandated by the 2003 Legislature.

The strategy to attain these objectives involves reviewing and restructuring of PERS operational structures and processes.  This work began in 2003-
05 within the limits of the agency’s existing resources allowing the agency to reorganize and redeploy resources to move the agency part way in 
attaining its stated objectives.  PERS proposes several initiatives for 2005-07 to complete this process.  

Parallel, but interconnected with these initiatives, will be PERS long-term initiative to upgrade or replace outdated and declining Information 
Technology legacy systems.  Proposed initiatives are described as follows:
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PERS Restructure and Support 
PERS proposes to stabilize and strengthen the core agency infrastructure to ensure best practices are in place to increase overall effi ciency and 
effectiveness. The proposal includes improvements in agency budgeting, procurement and contracting, human resources, agency documentation, 
technology support, management support and workload balancing.

Expenditure limitation and position authority are requested to implement administrative changes to the core infrastructure of the PERS agency. 
Changes include short-term assistance in human resources and development of technical documentation. Long-term solutions include establishing a 
budget section, establishing a procurement and contracting section, and improving core training for retirement counselors.

Expected Outcome 
If implemented, PERS anticipates meeting current work load volumes and keeping additional backlogs from occurring. 

Request Reference 
Policy Package #101 PERS Restructure and Support
Policy Package #102 Legal Services

Resolution of Accumulated Workload
In order for PERS to meet the challenge of increasing service volumes, massive changes to its pension plans and compensating for degrading 
automated systems, PERS reallocated its limited resources to ensure that the agency’s most critical activities were given priority. This reallocation of 
resources away from other, less time-sensitive activities resulted in the accumulation of unaddressed work.  Even so, this accumulated work is having 
a negative effect on the agency’s overall effi ciency and ability to provide adequate service to its members.  

To ensure that PERS is in a stable position moving into the 2007-09 biennium, the accumulated work must be eliminated.  The accumulated work that 
is the focus of this initiative meets the following criteria:

1. Erodes operational effi ciency due to the incomplete work creating roadblocks to the completion of a critical task or a process
2. Violates or threatens to violate state or federal law or federal regulation
3. Creates a potential fi nancial loss or hardship to a member or group of members. 

Expected Outcome
Resources requested within this initiative focus efforts to resolve accumulated workloads by the end of the 2005-07.  The result is enhanced 
operational effi ciency, more accurate and timely benefi t payments, and ensuring compliance with state and federal laws and regulations.
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Request Reference
Policy Package #103 Resolve Accumulated Workload

PERS Reform Legislation Implementation
The 2003 Legislature approved extensive changes and additions to PERS pension plans. PERS proposes to continue and complete these activities 
in the 2005-07 biennium.  It is also PERS’ plan to apply the new systems and processes, related to the legislative implementation, to PERS current 
operations to gain greater effi ciency and accuracy whenever possible.  With the full implementation of 2003 legislation, combined with “spin-off” 
effi ciencies gained in current operations, PERS will be able to focus on prospective issues as it moves into 2007-09.

Expected Outcome
PERS will complete implementation of 2003 legislation by the end of the 2005-07 biennium.

Request Reference
Policy Package #104 PERS Reform Legislation Implementation

PERS Information Technology Initiatives
Five initiatives are proposed to strengthen services provided by the Information Services Division.  The fi rst is to reduce the number of days it takes 
to retrieve microfi lmed documents when providing customer service to members by providing microfi lmed member records in an electronic format 
to PERS staff for immediate access at their desktop.  The second initiative improves the knowledge base of IS staff by hiring staff with a foundation 
in programming languages new technology is written in.  The third initiative enhances specialized training for new technology support.  The fourth 
initiative enables maintenance of the existing IT infrastructure.  The fi fth initiative creates a team to address the growing backlog of data base fi xes.

Expected Outcome 
The microfi lm improvements will lead to more effi cient customer service through lessening time spent retrieving records.  IT knowledge base 
improvement will aid in effi cient jClarety implementation, support, and maintenance.  Improved IT support levels will enable smooth and 
uninterrupted operations.  The Data Quality Assurance Section will ensure the integrity and accuracy of member data.

Request Reference
Policy Package #105 Information Technology Initiatives
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RIMS Replacement
RIMS contains only 50-60 percent of the required functionality for PERS.  Manual processes and off-line systems have taken its place, leading to 
broken processes, multiple data sources, ineffi cient work fl ows, inaccurate benefi t calculations and inadequate customer/member service.  PERS 
proposes to migrate RIMS functionality into jClarety, thus simplifying the technical and administrative environment at PERS by providing one 
integrated system for all plans and options.

Expected Outcome 
PERS benefi t payments and calculation will be more effi cient and simplifi ed.  Agency customers and other stakeholders will have immediate access 
to benefi t plan data and other administrative features rather than rely on PERS staff to provide this information.

Request Reference
Policy Package #107 RIMS Replacement

Criteria for 2005-07 Budget Development

The core of PERS’ 2005-07 budget is to address structural and operational challenges and transitioning the agency to a stable foundation by the end 
of the 2005-07 biennium.  Agency initiatives (packages) were crafted to increase accountability and responsiveness to employers, members and other 
major stakeholders.  Each proposed initiative shares the following goals:

1. Become a more fl exible agency by strengthening and stabilizing the agency’s core infrastructure,
2. Be able to address increasing workload volumes in nearly every area and take actions to catch up accumulated workloads,
3. Reverse the decline in member services, 
4. Fully implement retirement plan changes mandated by the 2003 Legislature.

The strategy to attain these objectives involves reviewing and restructuring PERS operational structures and processes.  This work began in 2003-
05 within the limits of the agency’s existing resources allowing the agency to reorganize and redeploy resources to move the agency part way in 
attaining its stated objectives.  PERS will go through a “lessons learned” exercise by the end of the 2005-07 biennium to evaluate whether agency 
goals have been accomplished.
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Key Performance Measure Criteria

Overview: Benchmarking PERS Administration

PERS does not have a direct tie to any of the Oregon Benchmarks, but rather, looks to statutorily mandated services and its mission as a basis for 
measuring administrative performance.  While PERS uses a wide range of tools to assess its administrative performance, there are two primary 
sources that the agency has traditionally employed to conduct this assessment.  The fi rst is an annual peer group comparison with other public 
pension systems using various operational performance and cost criteria (Cost Effectiveness Measure survey).  The second is a set of performance 
measures which are reviewed and approved by the Oregon Progress Board.

Need to Signifi cantly Alter PERS Key Performance Measures:
A review of PERS’ Key Performance Measures by PERS internal audit staff showed signifi cant defi ciencies in the data and effi cacy of the majority of 
the measures.  Upon closer inspection, the majority of PERS Key Performance Measures had the following weaknesses:

a. Effectiveness of Key Performance Measures: PERS has grown signifi cantly over the past 10 years in both size of operations and the number of 
services it provides.  PERS Key Performance Measures have not been adjusted since the 95-97 Biennium to refl ect these changes.  As a result, 
many of the measures have become ineffective in communicating the agency’s performance.

b. Accuracy of Data:  PERS internal audit staff were unable to verify the data which formed the basis for several of PERS’ Key Performance 
Measures.  In addition, the data underlying some of the measures provided deceptive results.

For these reasons, PERS cannot continue with its current set of Key Performance Measures as they do not accurately or fully represent a reasonable 
assessment of PERS overall administrative operations.  The continued use of PERS performance measures, without alteration, would result in 
misleading information being communicated not only to PERS staff and management, but to its external stakeholders as well.

Recommended Solution:
PERS is pursuing a two stage plan to resolve its Key Performance Measure issue:  fi rst, develop an interim set of measures for the 05-07 biennium 
that will provide PERS management, the Legislature and other stakeholders with a representative view of PERS administrative performance and 
second, develop a permanent set of performance measures that will become effective in the 07-09 Biennium.
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Summary of Performance Measure Action:
The Joint Subcommittee did not approve Performance Measure Number 1 and Numbers 3-8 per PERS’ recommendation.  PERS was directed to 
modify Performance Measure Number 2 (revised Number 1) “Percentage of Service Retirements Paid Within 1.5 Months From Retirement Date.”  
The Joint Subcommittee approved the Measure Numbers 9-13 (revised Numbers 2-6) as interim measures to be reviewed again in 2007.  The Joint 
Subcommittee directed PERS to add two new standard customer satisfaction measures under Numbers 14 and 15 (revised Numbers 7 and 8).

The Joint Subcommittee also directed PERS to report on PERS retirement income replacement ratio for members that reach normal retirement age.  
This report will not be a formal Key Performance Measure; however, PERS is asked to include this information in a report during the interim and/or 
to refl ect it in its next budget request document.

Interim Key Performance Measures (05-07 Biennium)
PERS objectives in developing an interim set of Key Performance Measures are as follows:

a. Performance measures must be comparable to at least one previous year’s data so that a  trend can be established.
b. Whenever possible the performance measures can be measured against a peer group.
c. Underlying data must be reasonably accurate.
d. Performance measures represent an effi ciency, effectiveness or results oriented measure.
e. If possible, continue to use current performance measures that have suffi cient data accuracy and effi cacy to be valid and meaningful.

Based on this criteria, PERS has selected the following measures to serve its needs during the 05-07 Biennium:

1. Retirement Program:  Percent of Retirements Paid Within 15 Days (Renamed beginning in 05-07:  Percentage of Service Retirements Paid within 
1.5 Months From Retirement Date) This measure is the only viable carryover from the previous set of performance measures.  This measure 
monitors the percentage of retirees who receive their initial retirement check within 15 days of the date in which they are to receive their fi rst 
benefi t payment (or 1.5 months from date of retirement).  This measure is important as it assesses the effectiveness of a wide range of coordinated 
activities that must come together in order to calculate, set-up and pay a benefi t.  Delays in completing a process or obtaining needed information 
as well as a sudden surge in retirements can cause a delay in a member receiving their initial benefi t payment.  As a result, this measure is a good 
measure of PERS’ overall pension inception abilities which is of critical importance to PERS members when they retire.  PERS goal is to issue 
80% of all initial benefi t payments within 15 days of the date of a retiree’s fi rst benefi t payment (or within 1.5 months of a members date of 
retirement).
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2. Retirement Program:  Total Benefi t Administration Costs Per Active Member and Annuitant (Retiree) (Excluding Special Projects)  This is a 
cost effectiveness measure that is calculated as a part of the annual Cost Effectiveness Measurement (CEM) survey.  This measure shows the per 
member/retiree cost of PERS’ administration which is also compared to a peer group of similar North American public pension systems.  The 
underlying costs are adjusted so that they exclude special project costs such as information technology project expenses which can fl uctuate 
signifi cantly from year to year and mask the underlying costs of the pension system’s general operations.  This measure is important because 
PERS, as a fi duciary of the retirement trust for over 300,000 members and retirees, has a responsibility to provide its pension services at a 
reasonable cost.  By measuring PERS administrative costs in this manner, and comparing them to other pension system costs, PERS management 
and stakeholders can assess the reasonableness of administrative costs that are funded by the PERS trust.  PERS’ long-term goal is to be below 
the median cost of peer public pension systems.

3. Retirement Program:  Total Benefi t Administration Costs Per Active Member and Annuitant (Including special projects)  This is a cost 
effectiveness measure that is calculated as a part of the annual CEM survey.  This measure shows the total per member/retiree cost of PERS’ 
administration which is also compared to a peer group of similar North American public pension systems.  The costs in this measure include all 
expenses related to the Retirement Program, both general operations and special projects. By measuring total PERS administrative costs and 
comparing them to other pension system costs, PERS management and stakeholders can assess the reasonableness of the overall expenses funded 
by the PERS trust.  PERS’ long-term goal is to be below the median cost of peer public pension systems, even when special projects (such as I.T. 
development) are included. 

4. Retirement Program:  Member to Staff Ratio  This effi ciency measure is calculated as part of the annual CEM survey and shows the ratio of 
PERS retirement service staff to the number of members and retirees to whom PERS provides services.  This measure refl ects how effi ciently 
PERS utilizes its staff in providing retirement services.  This number is also compared to a peer group of similar North American public pension 
systems.  PERS’ long-term goal is to be at least equal to the member to staff ratio among its peers.

5. Deferred Compensation Program: Average Dollars Deferred by Participant  This measure refl ects the amount of dollars, on average that 
participants in the Deferred Compensation Program are deferring per month.  Because the Deferred Compensation Program is voluntary, the 
level of dollars deferred refl ects the success of the information that PERS provides to potential participants (so that they want to contribute more) 
and the value of the Deferred Compensation Program as perceived by the participants (the higher the value, the more dollars will be deferred).  
The amount a participant can defer is capped by the Internal Revenue Service at $13,000 per year (2004) or $1,083 per month.  PERS’ goal is to 
encourage program participants to defer at least $25 per month in every year. 
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6. Deferred Compensation Program:  Level of Participation  This measure shows the level of participation among employers of the State of Oregon 
in the Deferred Compensation Program.  Because the Deferred Compensation Program is voluntary, the level of participation is important as it 
measures the level of usage, and therefore, perceived value, that participants and potential participants view the Deferred Compensation Program.  
It is PERS’ goal to increase the participation level among employees that work for the State of Oregon by 1% per year.

Results:  Retirement Program
PERS Administration is reasonably cost 
PERS per member/retiree costs are currently well above the peer median cost of other similar size pension systems.  In 2003, PERS’ costs were 
22% above the peer median.  The reason for PERS’ operations being more expensive than other pension systems is due to PERS having the twin 
challenges of being both a highly complex system and having an outmoded and failing IT infrastructure which requires PERS to hire more staff to 
compensate with manual systems. The following is a breakdown by year of PERS’ costs compared to the 2003 peer median as reported in the Cost 
Effectiveness  Measurement survey:

Year   PERS    Peer Median
 2001   $55/member   $54/member
 2002   $64/member   $53/member
 2003   $56/member   $46/member

PERS, when compared to similar size pension systems, was shown to be the third most complex among 20 other similar sized public pension 
systems as identifi ed in the Cost Effectiveness Measurement survey.  This complexity is driven by PERS’ service to multiple classes of public 
employees, the large number of retirement options, multiple retirement calculations, and a number of other benefi t add-ons.  This complexity 
compounds the diffi culty in PERS’ current IT platforms to provide an automated solution to the full range of PERS’ administrative needs while trying 
to accommodate numerous and continuing mandated changes to the benefi ts it offers.  As a result, PERS must hire staff to compensate for this IT 
shortfall.  This is borne-out in a second Key Performance Measure that focuses on PERS’ staff to member/retiree ratio.  This measure shows that the 
median of similar sized public pension systems serve approximately 37% more members with each staff member compared to PERS as follows:

Year   PERS    Peer Median
 2002   1/1,315 members/ret.  
 2003   1/1,218 members/ret.  1/1,940 members/ret.

The latest staffi ng level count used in this measure was as of June 30, 2003, and does not include the large staffi ng increase needed to implement 
2003 legislation and address agency backlogs.  In addition, the surging number of members retiring or approaching retirement has since cause PERS 
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to hire additional staff to address these challenges.  While the rising volume of retirements is an issue facing most public pension systems, PERS 
deteriorating IT systems is unique and the principle cause for PERS’ disproportionately higher staffi ng need to meet the challenge of the increasing 
retirement volumes. This trend is expected to continue until the older IT systems can be replaced and the operational disruptions caused by recent 
legislative changes are accommodated.  Even prospectively, PERS staffi ng levels and therefore administrative costs will likely be higher than the 
majority of its peer group due to the overall complexity of the system and the services it is asked to provide.

PERS Customer Service is Declining 
As recently as three years ago, 80% of new retirees received their initial benefi t payment within 15 days of  the date in which their fi rst payment 
was due.  By the end of 2003, this percentage has declined to 1%.  This is a direct result of the large number of changes that were made to the PERS 
Tier One-Tier Two plan by the 2003 Legislature combined with the inability of PERS’ IT systems to accommodate those changes and a signifi cant 
increase in retirements in 2003 (over 12,000 compared to an average of 4,000).  As a result, PERS has had to turn to more manual and time 
consuming processes in order to calculate member benefi ts while simultaneously facing a tripling of its workload.

Deferred Compensation Program is Well Utilized by Participants
Fully 43% of state employees defer an average of $333 per month.  Because the Deferred Compensation Program is voluntary for State employees, 
to have such a high rate of penetration and a high average monthly deferral rate refl ects that the Deferred Compensation program is both well known 
and represents an important savings tool for many state employees.  With an industry average monthly savings rate of $284 for 401k plans, state 
employees are deferring fully 17% more per month than the general U. S. public.  This success refl ects a number of factors including, but not limited 
to:  low administrative program costs, wide range of investment options, ongoing educational programs, and an aging demographic.

While the performance measures for the Deferred Compensation Program measures the state employee program only, PERS has seen growing 
interest among its Local Government Deferred Compensation Program as well.  Since 2000, the local government program has gone from 
approximately 200 participants to nearly 1,300.

Conclusion
The PERS Retirement Program delivery is becoming increasingly ineffi cient as shown by the need for more and more staff while simultaneously 
delivering rapidly declining service levels.  This refl ects a number of factors such as an aging population which has a sharply increasing need for 
PERS services, a highly complex system that has become more complex as a result of recent legislation, and infl exible and outmoded IT systems 
that are increasingly incapable of processing needed calculations and other operations.  While PERS service and effi ciency levels have most 
likely reached their lowest point, additional action will need to be take to ensure that the deterioration has been halted and a foundation for future 
improvements is set in place.
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The Deferred Compensation Program is a highly successful program among state employees in terms of both usage by its targeted population and the 
level by which participants are deferring.  With Deferred Compensation Program now being offered to local governments, its usage is now expanding 
state-wide.

Expected Results
Retirement System Program
PERS has recently shown a rapid decline in its ability to provide adequate customer service to its members and retirees.  This also is occurring while 
PERS is facing higher staffi ng levels and administrative costs.  With the triple challenge of increased complexity to its benefi t plans, deteriorating 
IT systems and swelling retirement volumes, PERS does not expect this situation to change in the near term.  Even so, during the 05-07 Biennium, 
PERS’ objective is to stabilize the agency by acquiring needed resources, improving its IT systems and eliminating backlogs.  With this new 
foundation, by the end of the 05-07 Biennium, PERS expects to see increased effi ciency as refl ected by fewer staff serving more members/retirees.  
With the need for fewer staff, PERS’ administrative cost per member/retiree should also decline.  In addition, with new systems coming on line 
and the elimination of backlogs, PERS expects its customer service to improve signifi cantly even before the end of the 05-07 Biennium.  Although 
PERS anticipates it will be diffi cult to attain the “80% of retirements paid within 15 days” goal by the end of 05-07, it does expect to see signifi cant 
improvement from the current 1% level.

Deferred Compensation Program
PERS anticipates continued success with its Deferred Compensation Program in the 05-07 Biennium.  Since PERS has already attained high 
penetration and deferral levels among State of Oregon employees, it plans to refocus its efforts on increasing participation and deferrals among local 
governments during the 05-07 Biennium.  While PERS will expand its number of local governments participating in the program from the current 
119, its energies will be primarily targeted on raising the participation rates of local government staffs from the current 1,300 participants to at least 
twice that number.  Even though growth in the Deferred Compensation Program participation rate among local government employees has been 
relatively slow during the past few years due to negative market and economic factors, these factors have either reversed or moderated creating a 
fertile climate within which participation can be encouraged.  In addition, there are also several factors that will aid in the doubling of participation 
among local government employees such as the need of an aging population to prepare for retirement, a program with very competitive services and 
administrative costs, and a stable, knowledgeable staff.
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Budget Form # 107BF04e

Agency Name:  Oregon Public Employees Retirement System       

LINKS TO OREGON BENCHMARKS, 2005-07 
Please read the instructions for this form before completing. Instructions can be found in Appendix C of the 2005-07 Budget Instructions and online at 

www.oregon.gov/DAS/OPB . 

Agency Name:  PUBLIC EMPLOYEES RETIREMENT SYSTEM Version #:     Date Submitted:  09-29-04 

Contact Person:  Dale S. Orr, Actuarial Services Manager Phone: (503) 603-7704 x       

Alternate Contact: Matthew Rickard, Budget Analyst Phone: (503) 603-7570 x       

Agency Mission: We are a well-respected organization that serves our members by enabling informed retirement and health decisions and delivering retirement and 
health benefits, effectively and efficiently.
Related Oregon Benchmarks (OBMs) or High-Level Outcomes (HLOs): None

Agency Name: Public Employees Retirement System Agency No.: 459 Budget Form # 107BF04a 
Col-1 Col-2 Col-3 Col-4 Col-5 Col-6 Col-7 Col-8 Col-9 Col-10 

Agency Goal OBM#
HLO# Key Performance Measure (KPM) PM

No. 
2002 

Value
2007 

Target
Est. Cost
(optional)

Lead Unit or 
Division 

Status 
of KPM 

Request 
No. 

Achieve dramatic savings. Mission Service Retirements Established PER FTE 01 2.24 n/a n/a BPD 
Deleted 
Since:
2004 

Benefits access and other core 
processes are streamlined and 
consistant, for members and staff Mission Percentage of Service Retirements Paid 

Within 1.5 Months From Retirement Date 02 47% 80% n/a BPD 

Modified
Since:
2004 

Achieve dramatic savings Mission Direct Cost Per Retirement Established 03 $47 n/a n/a BPD 
Deleted 
Since:
2004 

Key Stakeholders think we're 
doing a great job. Mission Customer Satisfaction Rating With Service 

Retirements Established 04 90% n/a n/a BPD 
Deleted
Since:
2004 

Key Stakeholders think we're 
doing a great job Mission Percentage of Annual Increase in Deferred 

Compensation Participants 05 6% n/a n/a CSD 
Deleted 
Since:
2004 

Key Stakeholders think we're 
doing a great job Mission Percentage of Increase in Deferred 

Compensation Dollars Deferred Annually 06 2.8% n/a n/a CSD 
Deleted
Since:
2004 

Achieve dramatic savings Mission Cost Per Deferred Compensaiton 
Participant for Meetings and Counseling 07 .74% n/a n/a CSD 

Deleted 
Since:
2004 
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Budget Form # 107BF04e

Agency Name:  Oregon Public Employees Retirement System      

Agency Name: Public Employees Retirement System Agency No.: 459 Budget Form # 107BF04a 
Col-1 Col-2 Col-3 Col-4 Col-5 Col-6 Col-7 Col-8 Col-9 Col-10 

Agency Goal OBM#
HLO# Key Performance Measure (KPM) PM

No. 
2002 

Value
2007 

Target
Est. Cost
(optional)

Lead Unit or 
Division 

Status 
of KPM 

Request 
No. 

Key Stakeholders think we're 
doing a great job Mission Deferred Compensation Customer 

Satisfaction Rating 08 99% n/a n/a CSD 
Deleted
Since:
2004 

Achieve dramatic savings Mission 
Total Benefit Administration Costs Per 
Active Member and Annuitant (excluding 
special projects) 

09 $64 $52 n/a Director 
Added
Since:
2004 

Achieve dramatic savings Mission
Total Benefit Administrative Costs Per 
Active Member and Annuitant (including 
special projects) 

10 $88 $65 n/a Director 
Added
Since:
2004 

Achieve dramatic savings Mission Member to Staff Ratio 11 1:1,3
15 1:1,400 n/a Director 

Added
Since:
2004 

Key Stakeholders think we're 
doing a great job Mission Average Dollars Deferred By Participant 12 $317 $425 n/a CSD 

Added
Since:
2004 

Key Stakeholders think we're 
doing a great job Mission Level of Participation 13 41% 46% n/a CSD 

Status:
Since:
2004 
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Budget Form # 107BF04e

Agency Name:  Oregon Public Employees Retirement System       

REQUEST TO MODIFY 2003-05 AGENCY PERFORMANCE MEASURES FOR THE 2005-07 BIENNIUM
Please read the instructions for this form before completing. Instructions can be found in Appendix C of the 2005-07 Budget Instructions and online at 
www.oregon.gov/DAS/OPB.

Agency Name:  PUBLIC EMPLOYEES RETIREMENT SYSTEM Date Submitted:  09/29/04 Version #:    
Contact Person:  Dale S. Orr, Actuarial Services Manager Phone: (503) 603-7704 x       
Alternate Contact: Matthew Rickard, Budget Analyst Phone: (503) 603-7570 x       

Agency Name: Public Employees Retirement System Agency No.: 459 Budget Form # 107BF04b 
Col-1 Col-2 Col-3 Col-4 Col-5 Col-6 Col-7

Request Key Performance Measure (KPM) PM
No. Rationale for Change Analyst Comment DAS 

Rec’n
Leg 

Action 
Currently 
Approved 

Service Retirements Established PER FTE 
(Leave blank if this is a request to add.) 1

Delete       
(Leave blank if this is a request to delete.)

01

Underlying data cannot be verified by 
auditors and may lead to wrong conclusion.  
Measure too narrowly focused to be a Key 
Performance Measure for PERS 

      Rec'n: Action: 

Currently 
Approved 

Percentage of Service Retirements Paid in 1-15 
Days 
(Leave blank if this is a request to add.) 2

Modify 
Percentage of Service Retirements Paid Within 
1.5 Months From Retirement Date 
(Leave blank if this is a request to delete.)

02 Revised title of performance measure to 
provide greater clarity       Rec'n: Action: 

Currently 
Approved 

Direct Cost Per Retirement Established 
(Leave blank if this is a request to add.) 3

Delete       
(Leave blank if this is a request to delete.)

03

Underlying data cannot be verified by 
auditors and may lead to wrong conclusion.  
Measure too narrowly focused to be a Key 
Performance Measure for PERS 

      Rec'n: Action: 

Currently 
Approved 

Customer Satisfaction Rating With Service 
Retirements Established 
(Leave blank if this is a request to add.) 4

Delete       
(Leave blank if this is a request to delete.)

04 Underlying data cannot be verified by 
auditors and may lead to wrong conclusion.       Rec'n: Action: 

Currently 
Approved 

Percentage of Annual Increase in Deferred 
Compensation Participants  
(Leave blank if this is a request to add.) 5

Delete       
(Leave blank if this is a request to delete.)

05

Due to a limited customer base, percentage 
increase in participation will decline as 
penetration increases.  As such, measure is 
unstable and over time will provide 
misleading results 

      Rec'n: Action: 

6 Currently 
Approved 

Percentage of Increase in Deferred 
Compensation Dollars Deferred Annually 
(Leave blank if this is a request to add.) 

06
Measure is greatly affected by external 
dynamics not controlled by PERS.  Although 
the measure does provide some information,

      Rec'n: Action: 
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Budget Form # 107BF04e

Agency Name:  Oregon Public Employees Retirement System      

Agency Name: Public Employees Retirement System Agency No.: 459 Budget Form # 107BF04b 
Col-1 Col-2 Col-3 Col-4 Col-5 Col-6 Col-7

Request Key Performance Measure (KPM) PM
No. Rationale for Change Analyst Comment DAS 

Rec’n
Leg 

Action 

Delete       
(Leave blank if this is a request to delete.)

 it does not sufficiently communicate the 
effectivness of the Def. Comp. program. 

   

Currently 
Approved 

Cost Per Deferred Compensation Participant for 
Meetings and Counseling 
(Leave blank if this is a request to add.) 7

Delete
      
(Leave blank if this is a request to delete.)

07

Measure is too narrowly focused to serve as a 
Key Performance Measure for the Def. Comp. 
Program.  It measures the cost of only one 
activity.  May be used for an internal 
measure, but not one to communicate the 
performance of the Def. Comp. program. 

      Rec'n: Action: 

Currently 
Approved 

Deferred Compensation Customer Satisfaction 
Rating 
(Leave blank if this is a request to add.) 8

Delete       
(Leave blank if this is a request to delete.)

08

Data souce is group counseling attendees.  
Customer survey too narrowly focused to 
communicate performance of the Def. Comp. 
Program. 

      Rec'n: Action: 

Currently 
Approved 

      
(Leave blank if this is a request to add.) 

9
Add

Total Benefit Administration Costs Per Active 
Member and Annuitant (excluding special 
projects)
(Leave blank if this is a request to delete.)

09

Measure reflects ongoing administrative, 
operational overall Retirement Program costs 
on a per member/retiree basis.  Costs can be 
compared to peer public pension costs for 
reporting purposes  

      Rec'n: Action: 

Currently 
Approved 

      
(Leave blank if this is a request to add.) 

10
Add

Total Benefit Administration Costs Per Active 
Member and Annuitant (including special 
projects)
(Leave blank if this is a request to delete.)

10

Measure reflects overall Retirement Program 
costs on a per member/retiree basis.  Costs 
can be compared to peer public pension costs 
for reporting purposes  

      Rec'n: Action: 

Currently 
Approved 

      
(Leave blank if this is a request to add.) 

11
Add

Member to Staff Ratio   
(Leave blank if this is a request to delete.)

11

Measure reflects Retirement Program staffing 
in relation to members/retirees served.  Ratio 
can be compared to peer public pension 
systems to determine efficiency of staff 
utilization. 

      Rec'n: Action: 

Currently 
Approved 

      
(Leave blank if this is a request to add.) 

12
Add

Average Dollars Deferred by Participant 
(Leave blank if this is a request to delete.)

12

This measure reflects the level of usage of the 
Deferred Compensation program by its 
participants by measuring the average amount 
that is being saved.  The level of savings 
shows participatant's perception of PERS' 
effectiveness in providing information to 
participants, variety of investment options,  
design of the program and administrative 
costs.    

      Rec'n: Action: 
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Agency Name:  Oregon Public Employees Retirement System      

Agency Name: Public Employees Retirement System Agency No.: 459 Budget Form # 107BF04b 
Col-1 Col-2 Col-3 Col-4 Col-5 Col-6 Col-7

Request Key Performance Measure (KPM) PM
No. Rationale for Change Analyst Comment DAS 

Rec’n
Leg 

Action 
Currently 
Approved 

      
(Leave blank if this is a request to add.) 13

Add Level of Participation 
(Leave blank if this is a request to delete.)

13
This measure reflects PERS effectiveness of 
making the Def. Comp. program available to 
participants and the ability of the program to 
attact and retain participants. 

      Rec'n: Action: 
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Review of Requests to Modify Performance Measures
FINAL

Agency: Public Employees Retirement System (PERS) 
Date:   10/21/2004
Reviewer:  George Dunford
Approved: Rita Conrad 

Agency Mission:  We are a well respected organization that serves our members by enabling informed retirement and health decisions and delivering 
retirement and health benefi ts, effectively and effi ciently.

Summary:  The agency’s requested changes delete seven of its eight existing measures, modify the remaining measure ( PM #2) and add fi ve new 
interim performance measures (effective only during the 2005-2007 biennium according to the agency).  PERS is in the process of reorganizing.  
During the 2004 calendar year, a number of changes were made at the executive staff level, including a new agency director.  The agency’s requested 
changes are justifi ed in part by the inability of PERS internal audit staff to verify the data which formed the basis for several of its existing key 
performance measures.  It is unclear how the fi ve new interim measures will differ from those that will be used on a permanent basis beginning with 
the 2007-2009 biennium.   The requested changes meet all criteria.

Comments and recommendations specifi c to basic criteria 
1. Gauge progress towards goals and pertinent benchmarks 
 Meets criteria. The changes to existing measures should aid decision makers in gauging the agency’s progress in achieving its mission. 
2. A few key measures 
Meets criteria.  The agency will have one permanent and fi ve interim performance measures.
3. Conforms to standard concepts and defi nitions 
Meets criteria.  The agency conforms to the required concepts and standard defi nitions.
4. Targets 
Meets criteria.  The agency has set targets for the permanent and all interim measures for the 2005-2007 biennium.  
5. Accurate and reliable data 
No tests were performed to determine accuracy or reliability of data.  An agency internal audit found that performance data were not reliable for many of the 
agency’s previous externally reported performance measures.
6. Link to specifi c organizational units.
Meets criteria.  The agency has linked their interim performance measures to organizational units.
7. Include customer satisfaction measures.  
Meets criteria.  There is a placeholder for a performance measures gauging customer satisfaction pending DAS guidance.
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Budget Form # 107BF04e

Agency Name:  Oregon Public Employees Retirement System      

PERFORMANCE MEASURE DATA SOURCES

Agency Name:  PUBLIC EMPLOYEES RETIREMENT SYSTEM Date Submitted:    September 29, 2004 

Contact Person:  Dale S. Orr, Actuarial Services Manager Phone: (503) 603-7704 x       

Alternate Contact: Matthew Rickard, Budget Analyst Phone: (503) 603-7570 x       

Repeat Agency Name:  Public Employees Retirement System Agency No.: 459 Budget Form # 107BF04c 
Key Performance Measure (KPM) PM No. Data Source 

Service Retirements Established PER FTE 01 Retirement Services statistics and personnel information 

Percentage of Service Retirements Paid Within 1.5 Months From 
Retirement Date 02 Retirement Services statistics 

Direct Cost Per Retirement Established 03 Retirement Services statistics and budget information 

Customer Satisfaction Rating With Service Retirements Established 04 Survey of Retirees and other beneficiaries 

Percentage of Annual Increase in Deferred Compensation Participants  05 Deferred Compensation statistics/third party administrator 

Percentage of Increase in Deferred Compensation Dollars Deferred 
Annually 06 Deferred Compensation statistics/third party administrator 

Cost Per Deferred Compensation Participant for Meetings and Counseling 07 Deferred Compensation statitics and budget information 

Deferred Compensation Customer Satisfaction Rating 08 Survey of Def. Comp. meeting attendees 

Total Benefit Administration Costs Per Active Member and Annuitant 
(excluding special projects)  09 Budget information/personnel information/CEM Survey 

Total Benefit Administration Costs Per Active Member and Annuitant 
(including special projects) 10 Budget information/personnel information/CEM Survey 

Member to Staff Ratio   11 Member and personnel statistics/CEM Survey 

Average Dollars Deferred by Participant 12 Deferred Compensation statistics/third party administrator 

Level of Participation 13 Deferred Compensation statistics/third party administrator 
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Budget Form # 107BF04e

Agency Name:  Oregon Public Employees Retirement System    

PERFORMANCE MEASURE DATA SUMMARY
 Please read the instructions for this form before completing. Instructions can be found in Appendix C of the 2005-07 Budget Instructions and online at 
www.oregon.gov/DAS/OPB . 

Agency Name: Public Employees Retirement System Last Updated: September 29, 2004
Contact Person: Dale S. Orr, Actuarial Services Manager Phone: 503-603-7704 
Alternate Contact: Mattew Rickard, Budget Analyst Phone: 503-603-7570 

Agency Name: Public Employees Retirement System Agency No.: 459 Budget Form # 107BF04d
Col-1 Col-2 Col-3 Col-4 Col-5 Col-6 Col-7 Col-8 Col-9 Col-10 Col-11 Col-12 

PM
No. Key Performance Measure 1999 2000 2001 2002 2003 2004 2005 2006 2007

Target             2.2 2.2 2.25                       
01 Service Retirements Established PER FTE       

Note: This measure is to be deleted for 2004 Data 2.95 2.18 1.74 2.24 3.51                        
Target             80% 80% 80% 80% 80% 80% 80%

02
Percentage of Service Retirements Paid within  1.5 
Months From Retirement Date 
Note:  This PM was retitled in 2004  Data 81% 79% 70% 47% 11%

Target             $130 $130 $130                        
03 Direct Cost Per Retirement Established                     

Note:  This measure is to be deleted for 2004 Data $155 $156 $86 $47 $61
Target             90% 90% 90%                        

04
Customer Satisfaction Rating With Service 
Retirements Established 
Note:  This measure is to be deleted for 2004 Data 88.75% 89.00% 89.75% 90.00% 85.00%

Target             5% 5% 5%                        
05

Percentage of Annual Increase in Deferred 
Compensation Participants 
 Note:  This measure is to be deleted for 2004  Data 5% 3% 7% 6% 1%

Target             5% 5% 6%                        
06

Percentage of Increase in Deferred Compensation 
Dollars Deferred Annually 
Note:  This measure is to be deleted for 2004 Data 9.5% 5.9% 6.2% 2.8% 3.9%

Target                  $.75 $1.35                        
07

Cost Per Deferred Compensation Participant for 
Meetings and Counseling 
Note:  This measure is to be deleted for 2004 Data $2.64 $1.98 $1.38 $.74 .92

Target             99% 99% 99%                        
08

Deferred Compensation Customer Satisfaction 
Rating 
Note:  This measure is to be deleted for 2004 Data 100% 97% 99% 99% 99%

Target                               $55 $54 $53 $52

09

Total Benefit Administration Costs Per Active 
Member and Annuitant (excluding special projects)
Note:  Benchmark based on peer average 
New Performance Measure  

Data $55 $64 $56
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Budget Form # 107BF04e

Agency Name:  Oregon Public Employees Retirement System   

Agency Name: Public Employees Retirement System Agency No.: 459 Budget Form # 107BF04d
Col-1 Col-2 Col-3 Col-4 Col-5 Col-6 Col-7 Col-8 Col-9 Col-10 Col-11 Col-12 

PM
No. Key Performance Measure 1999 2000 2001 2002 2003 2004 2005 2006 2007

Target                               $75 $80 $80 $65

10

Total Benefit Administration Costs Per Active 
Member and Annuitant (including special projects) 
Note:  Benchmark based on peer average 
New Performance Measure  

Data $102 $88 $75

Target                           1:1,300 1:1,350 1:1,350 1:1,400
11

Member to Staff Ratio   
Note: Benchmark based on peer average 
New Performance Measure Data                   1:1,315 1:1,218                        

Target                               $350 $375 $400 $425
12

Average Dollars Deferred by Participant  
 (per month) 
New Performance Measure Data $291 $297 $317 $333

Target                               43% 44% 45% 46%
13 Level of Participation 

New Performance Measure Data 42% 41% 41% 42%
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Annual Performance Progress Report - Executive Summary
Time Period: Fiscal Year 2003 – 2004

Executive Summary:

Need to Signifi cantly Alter PERS Key Performance Measures:
A review of PERS’ Key Performance Measures (KPMs) by PERS internal audit staff showed signifi cant defi ciencies in the data and effi cacy of the 
majority of the agency’s measures.  Upon closer inspection, the majority of PERS KPMs had the following weaknesses:

a. Effectiveness of Key Performance Measures: PERS has grown signifi cantly over the past 10 years in both size of operations and the number of 
services it provides.  PERS Key Performance Measures have not been adjusted since the 95-97 Biennium to refl ect these changes.  As a result, 
many of the measures have become ineffective in communicating the agency’s performance.

b. Accuracy of Data:  PERS internal audit staff were unable to verify the data which formed the basis for several of PERS’ Key Performance 
Measures.  In addition, the data underlying some of the measures provided deceptive results. 

For these reasons, PERS cannot continue with its current set of KPMs (all but one will be suspended) as they do not accurately or fully represent a 
reasonable assessment of PERS overall administrative operations.  The continued use of these performance measures, without alteration, would result 
in misleading information being communicated not only to PERS staff and management, but to its external stakeholders as well.

Solution:
PERS is pursuing a two stage plan to resolve its Key Performance Measure issue:  fi rst, develop an interim set of measures for the 05-07 biennium 
that will provide PERS management, the Legislature and other stakeholders with a representative view of PERS administrative performance and 
second, develop a permanent set of performance measures that will become effective in the 07-09 Biennium.

Interim Key Performance Measures (05-07 Biennium)
PERS objectives in developing an interim set of Key Performance Measures are as follows:

a. Performance measures must be comparable to at least one previous year’s data so that a  trend can be established
b. Whenever possible the performance measures can be measured against a peer group
c. Underlying data must be reasonably accurate
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d. Performance measures represent an effi ciency, effectiveness or results oriented measure
e. If possible, continue to use current performance measures that have suffi cient data accuracy and effi cacy to be valid and meaningful.

Based on this criteria, PERS has determined that only one of the current measures should be continued: “Percent of Retirements Paid Within 15 
Days.”  As a result, PERS has requested permission to delete all of the other 03-05 performance measures as these measures were deemed either 
misleading or inaccurate.

The following is a summary of the six interim 05-07 Key Performance Measures:

1. Retirement Program:  Percent of Retirements Paid Within 15 Days (Renamed beginning in 05-07:  Percentage of Service Retirements Paid within 
1.5 Months From Retirement Date) This measure is the only viable carryover from the previous set of performance measures.  This measure 
monitors the percentage of retirees who receive their initial retirement check within 15 days of the date in which they are to receive their fi rst 
benefi t payment (or 1.5 months from date of retirement).  This measure is important as it assesses the effectiveness of a wide range of coordinated 
activities that must come together in order to calculate, set-up and pay a benefi t.  Delays in completing a process or obtaining needed information 
as well as a sudden surge in retirements can cause a delay in a member receiving their initial benefi t payment.  As a result, this measure is a good 
measure of PERS’ overall pension inception abilities which is of critical importance to PERS members when they retire.  PERS goal is to issue 
80% of all initial benefi t payments within 15 days of the date of a retiree’s fi rst benefi t payment (or within 1.5 months of a members date of 
retirement).

2. Retirement Program:  Total Benefi t Administration Costs Per Active Member and Annuitant (Excluding special projects) This is a cost 
effectiveness measure that is calculated as a part of the annual Cost Effectiveness Management (CEM) survey.  This measure shows the per 
member/retiree cost of PERS’ administration which is also compared to a peer group of similar North American public pension systems.  The 
underlying costs are adjusted so that they exclude special project costs such as information technology project expenses which can fl uctuate 
signifi cantly from year to year and mask the underlying costs of the pension system’s general operations.  By measuring PERS administrative 
costs in this manner, and comparing them to other pension system costs, PERS management and stakeholders can assess the reasonableness of 
administrative costs that are funded by the PERS trust.  PERS’ long-term goal is to be below the median  cost of peer public pension systems. 
(Note:  This measure, combined with #3 replaces the 03-05 Key Performance Measure:  “Direct Cost Per Retirement Established”)

3. Retirement Program:  Total Benefi t Administration Costs Per Active Member and Annuitant (Including special projects)  This is a cost 
effectiveness measure that is calculated as a part of the annual Cost Effectiveness Management (CEM) survey.  This measure shows the total per 

BUDGET NARRATIVE

Agency Request Governor’s Recommended Legislatively Adopted Budget Page

2005-07 107BF02

85X



Agency Request Governor’s Recommended Legislatively Adopted Budget Page

2005-07 107BF02

member/retiree cost of PERS’ administration which is also compared to a peer group of similar North American public pension systems.  The 
costs in this measure include all expenses related to the Retirement Program, both general operations and special projects. By measuring total 
PERS administrative costs and comparing them to other pension system costs, PERS management and stakeholders can assess the reasonableness 
of the overall expenses funded by the PERS trust.  PERS’ long-term goal is to be below the median cost of peer public pension systems, even 
when special projects (such as I.T. development) are included. (Note:  This measure, combined with #2 replaces the 03-05 Key Performance 
Measure:  “Direct Cost Per Retirement Established”)

4. Retirement Program:  Member to Staff Ratio  This effi ciency measure is calculated as part of the annual CEM survey and shows the ratio of 
PERS retirement service staff to the number of members and retirees to whom PERS provides services.  This measure refl ects how effi ciently 
PERS unitizes its staff in providing retirement services.  This number is also compared to a peer group of similar North American public pension 
systems.  PERS’ long-term goal is to be at least equal to the member to staff ratio among its peers (Note:  This measure replaces the 03-05 Key 
Performance Measure: “Service Retirements Established PER FTE”).

5. Deferred Compensation Program: Average Dollars Deferred by Participant  This measure refl ects the amount of dollars, on average that 
participants in the Deferred Compensation Program are deferring per month.  Because the Deferred Compensation Program is voluntary, the level 
of dollars deferred refl ects the success of the information that PERS provides to potential participants (so that they want to contribute more) and 
the value of the Deferred Compensation Program as perceived by the participants (the higher the value, the more dollars will be deferred).  The 
amount as participant can defer is capped by the Internal Revenue Service at $13,000 per year (2004) or $1,083 per month.  PERS goal is to 
encourage program participants to defer at least $25 per month in every year. (Note:  This measure replaces the 03-05 Key Performance Measure:  
“Percentage of Increase in Deferred Compensation Dollars Deferred Annually”) 

6. Deferred Compensation Program:  Level of Participation  This measure shows the level of participation among employers of the State of Oregon 
in the Deferred Compensation Program.  Because the Deferred Compensation Program is voluntary, the level of participation is important as it 
measures the level of usage, and therefore, perceived value, that participants and potential participants view the Deferred Compensation Program.  
It is PERS’ goal to increase the participation level among employees that work for the State of Oregon by 1% per year.  (Note:  This measure 
replaces the 03-05 Key Performance Measure:  “Percentage of Increase in Deferred Compensation Participants”)

Note:  The following is for the 03-05 Key Performance Measures only:
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PERFORMANCE TARGET ACHIEVEMENT
Total number of key performance measures 8
Number of KPMs at target for most current reporting period 4
Number of KPMs not at target for most current reporting period 4

Degree and type of agency infl uence on agency’s chosen benchmarks and high-level outcomes:
PERS has limited infl uence on the outcome of its key performance measures.  While the KPMs are tied to PERS operations or costs (which are 
directly within the agency’s scope of management), outside infl uences can dramatically impact PERS’ ability to meet targeted outcomes.  During 
the 2004 FY, PERS experienced signifi cant negative impacts to its operations as a result of legislative changes to member pension benefi ts and 
the agency’s governing statutes.  These changes rendered PERS’ already decrepit systems ineffective while simultaneously causing an upsurge in 
demand for services at the very time the agency’s systems were least able to provide support.  As a result, PERS’ KPMs though generally infl uenced 
by agency strategies, can be dramatically affected by unusual and unforeseen events that can greatly impact the agency’s ability to meet its planned 
targets.

Summary of the year’s successes and barriers to achieving performance measure targets
As stated before, there are two issues or barriers that that prevented PERS from meeting its KPM targets:

1. the original design of the KPMs no longer provide a good representation of PERS’ performance due to the changing nature of the agency’s 
business or the underlying data provides misleading results; and

2. dramatic events during FY 2004 tied to signifi cant legislative changes rendered critical systems obsolete while simultaneously raising the demand 
for the same services that depended on those systems.

Future Challenges:
PERS’ primary challenge is to develop a set of comprehensive and meaningful KPMs for the future.  As stated before, PERS’ strategy is to provide 
an interim, representative set of KPMs for the 05-07 Biennium while compiling a permanent set of KPMs.  It is PERS’ plan, if possible, to merge the 
interim 03-05 KPMs with the permanent KPMs in the interest of continuity and consistency.
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Budget Form # 107BF04e

ANNUAL PERFORMANCE PROGRESS REPORT - PART I, MANAGING FOR RESULTS
TIME PERIOD: FISCAL YEAR 2003 – 2004

Agency: Oregon Public Employees Retirement System Date Submitted: October 22, 2004 Version No.: 
Contact: Dale S. Orr, Actuarial Analysis Manager Phone: (503) 603-7704 
Alternate: Matthew Rickard, Budget Analyst Phone: (503) 603-7576 

Agency Name: Oregon Public Employees Retirement System Agency No.: 45900

The following questions shed light on how well performance measures and performance data are leveraged within your agency for process improvement and results-
based management. 

1 How were staff and 
stakeholders involved in the 
development of the agency’s 
performance measures? 

PERS performance measures were developed years ago, based on stakeholder and staff input, and updated 
as needed. In the past, the performance measures were developed through review and analysis of pertinent 
statutory requirements and management measures. Staff and management worked together to build the 
current performance measure curriculum. However the growth and changes seen by PERS during recent 
years has rendered the current set of performance measures obsolete. As a result, PERS is undertaking an 
initiative to develop a new set of measures that will better reflect PERS performance in its new 
configuration.

2 How are performance measures 
used for management of the 
agency? 

The PERS performance measures stressed financial, production, and customer satisfaction outcomes. 
Because the current set of performance measures are obsolete or misleading, with the exception of one 
measure, management no longer uses the current set of approved measures. Historically, these measures 
were assessed on a quarterly basis and reviewed by agency management. The measures were also used to 
construct the biennial agency budget. 

3 What training has staff had in 
the use performance 
measurement? 

Given significant turnover in critical positions, staff and managers have had to undergo a general re-
education regarding performance measures. During the summer of 2004, PERS undertook a comprehensive 
evaluation of its current performance measures and during this process, agency management and senior 
staff were provided with a broad education on the nature, types and importance of performance measures. 
In addition, staff is being closely involved in the development of the new set of measures to ensure that the 
measures will have multiple uses at both the state and agency levels. Training will continue, particularly for 
PERS budget staff that will assume the responsibility for coordinating and maintaining the agency’s 
performance measures. 

Agency Name: Oregon Public Employees Retirement System      
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Agency Name:  Oregon Public Employees Retirement System      

4 How does the agency 
communicate performance 
results and for what purpose? 

PERS performance measures have and will again be used in two areas:  1) management tool and 2) budget 
development.  In both instances the performance measures will be compiled in hard copy.  These reports 
will be provided to management and senior staff as needed. 
URL for performance measures and this Annual Report:  www.pers.state.or.us

5 What important performance 
management changes have 
occurred in the past year? 

As stated before, all but one of the current set of performance measures have been suspended and PERS is 
in the process of developing a comprehensive set of meaningful measures for the future. 
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Annual Performance Progress Report
Part II, Key Measure Analysis of Progress

Performance Measure:
459-01  Service Retirements Established per FTE

1999 2000 2001 2002 2003 2001 2002 2003 2004 2005
2.95 2.18 1.74 2.24 3.51 2.2 2.2 2.25 2.25 2.25

Note:  Agency has requested to delete this measure beginning in 2005

To what goal or goals is this
performance measure linked?
Goal 1: Provide high quality service efficiently
to members.

What does the performance
measure demonstrate about
the goal?
This was to be an efficiency measure that 
reflected service level volumes in relation to 
dedicated staffing levels.
(i.e.: difficulty of providing the high level of
service efficently)

What does the data reveal?
Due to the changing nature of PERS operations
this measure was suspended.  PERS refrains from drawing conclusions
based on this information to avoid misrepresenting PERS performance. 

What is an example of a department activity related to the measure?
Activities related to this measure include Pension Estimates and Pension Inceptions.

What needs to be done as a result of your analysis?
Suspend the measure

What is the data source?
PERS New Retiree surveys.

Data Targets
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0
0.5

1
1.5

2
2.5

3
3.5

4

1999 2000 2001 2002 2003 2001 2002 2003 2004 2005

Data Targets

BUDGET NARRATIVE

Agency Request Governor’s Recommended Legislatively Adopted Budget Page

2005-07 107BF02

90X



Annual Performance Progress Report
Part II, Key Measure Analysis of Progress

Performance Measure:
459-02  Percentage of service retirements paid in 1-15 days
(Renamed for 05-07: Percentage of Service Retirements Paid Within 1.5 Months From Retirement Date)

2000 2001 2002 2003 2004 2002 2003 2004 2005 2006
79% 70% 47% 11% 6% 80% 80% 80% 80% 80%

To what goal or goals is this
performance measure linked?
Goal 1: Provide high quality service effectively
to members.

What does the performance
measure demonstrate about
the goal?
It demonstrates our effectiveness in one
component of quality service (swiftness).

What does the data reveal?
-Peformance has been declining over the 
last couple years.
-This decline is attributed to increasing
retirements which has exceeded the ability of  
available resources (both staffing and systems) to handle.
-Although we have not met our targets, we have still paid retirements within Oregon Statutory requirements and initiatives 
are underway in management of both human and system resources to address this performance deficiency.

What is an example of a department activity related to the measure?
Activities related to this measure include Pension Inceptions and Paying Pensions.

What needs to be done as a result of your analysis?
Both systems and allocation of staffing resources need to be (and are being) reassessed.  IT systems are being augmented or 
being replaced and staffing resources are being reallocated or added as needed.

What is the data source?
PERS Retirement Services Section statistical data.

Data Targets
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Annual Performance Progress Report
Part II, Key Measure Analysis of Progress

Performance Measure:
459-03  Direct cost per retirement established

1999 2000 2001 2002 2003 2001 2002 2003 2004 2005
$155 $156 $86 $47 $61 $130 $130 $130 $130 $130

Note:  Agency has requested to delete this measure beginning in 2005
To what goal or goals is this
performance measure linked?
Goal 1: Provide high quality service efficiently 
to members.

What does the performance
measure demonstrate about
the goal?
This was an efficiency measure that 
reflected the direct costs to establish a member's 
retirement.
(i.e.: difficulty of providing the high level of
service efficently)

What does the data reveal?
Due to the changing nature of PERS operations this measure was suspended. PERS
 PERS refrains from drawing conclusions based on this information to avoid misrepresenting PERS performance.

What is an example of a department activity related to the measure?
Activities related to this measure include Pension Inceptions.

What needs to be done as a result of your analysis?
Suspend the measure

What is the data source?
PERS Retirement Services Section statistical data.

Data Targets
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Annual Performance Progress Report
Part II, Key Measure Analysis of Progress

Performance Measure:
459-04  Customer satisfaction rating with service retirements established

1999 2000 2001 2002 2003 2001 2002 2003 2004 2005
88.75% 89% 89.75% 90% 85% 90% 90% 90% 90% 90%

Note:  Agency has requested to delete this measure beginning in 2005

To what goal or goals is this
performance measure linked?
Goal 1: Provide high quality service
to members.

What does the performance
measure demonstrate about
the goal?
It was to demonstrate how our newly retired
members feel about the service we are
providing them.

What does the data reveal?
Due to the changing nature of PERS operations
this measure was suspended.  PERS refrains from drawing conclusions
based on this information to avoid misrepresenting PERS performance. 

What is an example of a department activity related to the measure?
Activities related to this measure include Pension Estimates and Pension Inceptions.

What needs to be done as a result of your analysis?
Suspend the measure

What is the data source?
PERS Retirement Services Section statistical data.

Data Targets
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Annual Performance Progress Report
Part II, Key Measure Analysis of Progress

Performance Measure:
459-05  Percentage of annual increase in Deferred Comp participants

1999 2000 2001 2002 2003 2001 2002 2003 2004 2005
5% 3% 7% 6% 1% 5% 5% 5% 5% 5%

Note:  Agency has requested to delete this measure beginning in 2005

To what goal or goals is this
performance measure linked?
Goal 2: Encourage participation in Deferred 
Comp among eligible members

What does the performance
measure demonstrate about
the goal?
It was to demonstrate how effective we have been
in encouraging increased participation.

What does the data reveal?
Due to the changing nature of PERS operations
this measure was suspended.  PERS refrains from drawing conclusions
based on this information to avoid misrepresenting PERS performance. 

What is an example of a department activity related to the measure?
Activities related to this measure include Local Government Def Comp solicitation and Def Comp plan administration.

What needs to be done as a result of your analysis?
Suspend the measure

What is the data source?
Oregon Savings Growth Plan (Def Comp) statistical Data.

Data Targets
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Annual Performance Progress Report
Part II, Key Measure Analysis of Progress

Performance Measure:
459-06  Percentage of increase in Deferred Comp dollars deferred annually

1999 2000 2001 2002 2003 2001 2002 2003 2004 2005
9.5% 5.9% 6.2% 2.8% 3.9% 5.0% 5.0% 6.0% 7.0% 7.5%

Note:  Agency has requested to delete this measure beginning in 2005

To what goal or goals is this
performance measure linked?
Goal 3: Encourage maximum retirement 
savings by Def Comp participants.

What does the performance
measure demonstrate about
the goal?
It was to demonstrate how much deferrals are
increasing amongst participants.

What does the data reveal?
Due to the changing nature of PERS operations
this measure was suspended.  PERS refrains from drawing conclusions
based on this information to avoid misrepresenting PERS performance. 

What is an example of a department activity related to the measure?
Activities related to this measure include Def Comp plan administration, and communication to members.

What needs to be done as a result of your analysis?
Suspend the measure

What is the data source?
Oregon Savings Growth Plan (Def Comp) statistical Data.

Data Targets
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Annual Performance Progress Report
Part II, Key Measure Analysis of Progress

Performance Measure:
459-07  Cost per Deferred Comp participant for meetings and counseling

1997 1998 1999 2002 2003 2001 2002 2003 2004 2005
$2.64 $1.98 $1.38 $0.74 $0.92 N/A $0.75 $1.35 $1.30 $1.25

* Data was not available for 2000-2001 due to legislative and budgetary changes, as well as methodological
changes.  Because of this, 2002 was a transition year, and the lower costs reflect the changes.

Note:  Agency has requested to delete this measure beginning in 2005
To what goal or goals is this
performance measure linked?
Goal 4: Provide high quality service to 
Deferred Comp participants.

What does the performance
measure demonstrate about
the goal?
It was to demonstrate the cost-effectiveness
of the service we provide.

What does the data reveal?
Due to the changing nature of PERS operations
this measure was suspended.  PERS refrains from drawing conclusions
based on this information to avoid misrepresenting PERS performance. 

What is an example of a department activity related to the measure?
Activities related to this measure include Def Comp plan administration, and communication to members.

What needs to be done as a result of your analysis?
Suspend the measure

What is the data source?
Oregon Savings Growth Plan (Def Comp) statistical Data.

Data * Targets
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Annual Performance Progress Report
Part II, Key Measure Analysis of Progress

Performance Measure:
459-08  Deferred Comp customer satisfaction rating

1999 2000 2001 2002 2003 2001 2002 2003 2004 2005
100% 97% 99% 99% 99% 99% 99% 99% 99% 98%

Note:  Agency has requested to delete this measure beginning in 2005

To what goal or goals is this
performance measure linked?
Goal 4: Provide high quality service to 
Deferred Comp participants.

What does the performance
measure demonstrate about
the goal?
It demonstrates how well our Deferred Comp
participants rate our service to them.

What does the data reveal?
Due to the changing nature of PERS operations
this measure was suspended.  PERS refrains from drawing conclusions
based on this information to avoid misrepresenting PERS performance. 

What is an example of a department activity related to the measure?
Activities related to this measure include Def Comp plan administration, and communication to members.

What needs to be done as a result of your analysis?
Suspend the measure

What is the data source?
Oregon Savings Growth Plan (Def Comp) participant surveys.

Data Targets
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Major Information Technology Projects $500,000+

There are no projects within the base budget of PERS that exceed $500,000.  PERS proposes the RIMS Replacement Project in Policy Package 107.  
This 44 month project is expected to span the 2003-05, 2005-07, and 2007-09 bienniums and will exceed $500,000 in biennial expenditures.

Information Technology Projects over $75,000

PERS does not anticipate initiating any new technology related projects over the $75,000 threshold within its base budget.  The information 
technology budget within the agency’s base budget funds routine maintenance, replacement and modifi cation of business critical hardware, software 
and information network.  These activities are described in more detail in the Lifecycle Replacement Plan.  

Lifecycle Replacement Plan

Strategic Summary
The strategic directions to be actively pursued during the 2005-07 biennium, as part of the Information Technology Replacement Plan are discussed 
in the following sections.

Lifecycle Management
Lifecycle Management is the process by which the life of information technology assets are determined and managed. The recommended lifecycle 
management for the ‘05-07’ Information Technology Replacement Plan is presented below.

• Desktops – Our current practice is a four-year replacement cycle. There is no change from the practice originally established in the 2003-05 
biennium.

• Laptops – Our current practice is a four-year replacement cycle. There is no change from the practice originally established in the 2003-05 
biennium. A number of laptops are kept under lock and key and are used on an as-needed basis and checked out. Others are assigned permanently 
to employees who have a work need for them. This process keeps the inventory to a minimum and under control.

• Monitors – Since 2000, the agency standard has been 17” CRT monitors. During the 2003-05 biennium, the agency saw a doubling of its staff 
to deal with mandated legislative changes and the increasing backlog of work generated by an aging legacy system and the addition of a new 
retirement program. To accommodate the increased staff, the agency reconfi gured employee workspace into smaller cubicles and has leased 
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an additional building. Also during this time period, the use of electronic documents was introduced to the agency requiring larger monitors to 
enable the business users to view multiple windows simultaneously. The agency standard is now 19” LCD monitors. Our current practice is to 
bring all monitors to the 19” LCD standard. The current replacement lifecycle is a six years.

• Printers – Wherever possible, all black and white laser printers have a six year replacement lifecycle. During the 2003-05 biennium the agency 
leased a number of multifunction devices for a three year period to pilot the feasibility of gaining productivity improvements compared to 
individual functioning devices. These multifunction devices may be replaced at the end of their lease period with other like models or replaced 
with separate functioning units depending on the productivity gains materialized through the pilot. That would include printers, faxes, copiers, 
and scanners.

• Servers – Our replacement lifecycle for servers varies depending upon type of server and its usage. Generally, fi le and print, Web, and database 
servers are replaced on four year replacement lifecycle. Enterprise mission critical servers are not on a specifi c replacement lifecycle but rather 
are evaluated on an “as needed” basis. All other servers do not yet have a defi ned replacement lifecycle and will be handled on a case by case 
basis, not to exceed fi ve years. PERS has four logically separated environments to facilitate application development, user acceptance testing, 
technical testing, and production to minimize potential disruption to employees during the system development lifecycle. It is envisioned that the 
technical test and production environments would be upgraded fi rst and those servers would then migrate to the user acceptance and developer 
environments prolonging the useful life of the servers approximately six to eight years. The Agency standard for Intel based servers is the IBM 
xSeries ranging from the rack mountable x305 through the x455. There are nine older servers that have reached their end-of-life and are not 
compliant with the existing server standard.

• Software – Our replacement lifecycle for Operating System software and backend desktop applications are generally three years and not 
more than four years. This lifecycle prevents the Agency from getting too far behind its business partners and other stakeholders when sharing 
information and avoids the risk of unsupported or incompatible software and helps maintain a secure operating system. Mission critical 
applications and software are generally kept under maintenance agreements so that we can keep those applications up-to-date and avoid loss of 
vendor support.

• Projectors – Our replacement lifecycle for projectors is six years. The agency typically keeps projectors under lock and key and checks them out 
to employees for use during the day and must be returned within the same day. This process keeps the inventory to a minimum and under control.

BUDGET NARRATIVE

Agency Request Governor’s Recommended Legislatively Adopted Budget Page

2005-07 107BF02

99X



Deployment Schedules
Our current strategy is to replace inventory on a 50% rotation cycle. This ensures that we have a predictable expenditure every biennium and helps 
reduce the potential disruption to employees. Because of recent purchases this strategy will be slowly implemented and isn’t expected to be fully 
effective until the 2007-09 biennium. Implementing this strategy will require some assets be kept beyond their standard replacement lifecycle.

Warranties
All servers, desktops, and laptops are purchased with a three year manufactures warranty. Past experience has indicated that if the asset is going 
to fail, it will do so most of the time within this timeframe. The Agency assumes the risk if an asset fails between the warranty end date and its 
replacement schedule. This risk is mitigated by a small reserve inventory.

Maintenance
All mission critical hardware and software is covered under maintenance agreements with each vendor or equivalent resource. The type of 
maintenance agreement varies with the usage of the asset and its defi ned criticality. For hardware, this varies from 8x5 next business day to 24x365 
four hour replacement. Software maintenance allows us to keep the asset up-to-date and mitigates the risk of no vendor support for a mission critical 
application should an application fail or doesn’t behave as expected.
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TOTALS FUND TYPE
POS FTE ALL

FUNDS
General 

Fund
Lottery 
Funds

Other 
Funds

Federal 
Funds

Nonlimited
Other Federal

2003-05 LEGISLATIVELY ADOPTED BUDGET 356 324.22 4,272,271,230 62,723,473 4,209,547,757

Emergency Board Actions (through 4/2004) 45 31.87 1,525,191,933 25,191,933 1,500,000,000

2003-05 Legislatively Approved Budget 401 356.09 5,797,463,163 87,915,406 5,709,547,757

Base Budget Adjustments:

 Net Cost of 2003-05 Position Actions:

  Administrative, Biennialized E-Board, Phase-Out (130) (86.09) (7,347,742) (7,347,742)

  Estimated Cost of 2005-07 Merit Increase 770,844 770,844

 Base Debt Service Adjustment 2,091,668 2,091,668

 Base Nonlimited Adjustment (71,439,920) (71,439,920)

 Capital Construction Adjustment

Subtotal: 2005-07 Base Budget 271 270.00 5,721,538,013 83,430,176 5,638,107,837
Essential Packages:
Package No. 010
 Vacancy Factor Increase/(Decrease) (18,848) (18,848)
 Non-PICS Personal Service Increase/(Decrease)  1,369,877  1,369,877 
  Subtotal 1,351,029 1,351,029 
Package No. 021/022
 021 - Phased-In Programs Excl. One-Time Costs 1,024,000 1,024,000
 022 - Phase-Out Programs and One-Time Costs (24,120,428) (24,120,428)
  Subtotal (23,096,428) (23,096,428)
Package No. 030
 Cost of Goods & Services Increase/(Decrease) 570,048 570,048 
 State Govt Service Charges Increase/(Decrease)  (487,490)  (487,490)
  Subtotal  82,558  82,558 
Package No. 040
 Mandated Caseload Increase/(Decrease)
Package No. 050
 Fund Shift
Package No. 060
 Technical Adjustments
Subtotal 2005-07 Essential Budget Level 271 270.00 5,699,875,172 61,767,335 5,638,107,837

Summary of 2005-07 Budget
Public Employees Retirement System, Oregon (PERS)
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TOTALS FUND TYPE
POS FTE ALL

FUNDS
General 

Fund
Lottery 
Funds

Other 
Funds

Federal 
Funds

Nonlimited
Other Federal

2005-07 Essential Budget Level – Page 1 Subtotal 271 270.00 5,699,875,172 61,767,335 5,638,107,837

Package No. 070

 Revenue Reductions

Subtotal: 2005-07 Modifi ed Essential Budget Level 271 270.00  5,699,875,172  61,767,335 5,638,107,837

Emergency Board Packages:

 (List ORBITS Package number and title)

Subtotal Emergency Board Packages
Policy Packages:
 (List ORBITS Package number and title)

 Pkg: 090 Analyst Adjustments (7) (7.00) (1,239,848) (9,897,085) 8,657,237
 Pkg: 101 PERS Restructure and Support 22 22.0 2,519,691 2,519,691
 Pkg: 102 Legal Services 1,000,000 1,000,000
 Pkg: 103 Resolve Accumulated Workload 26 26.00 2,841,307 2,841,307
 Pkg: 104 PERS Reform Legislation Implementation 12 12.00 1,851,623 1,851,623
 Pkg: 105 Information Technology Initiatives 17 17.00 3,011,210 3,011,210
 Pkg: 106 Ratifi cation of Fee Revenue
 Pkg: 107 RIMS Replacement 6 6.00 15,117,125 15,117,125
 Pkg: 801 LFO Analyst Adjustments (321,632) (321,632)
 Pkg: 804 Assessment Rate Adjustments (115,529) (115,529)
 Pkg: 810 Additional Ways and Means Adjustments 33 33.00 3,929,664 3,929,664

Subtotal Policy Packages 109 109.00 28,593,611 19,936,374 8,657,237
Total: 2005-07 Budget (SB 5558-A & HB 5176-A) 380 379.00 5,728,468,783 81,703,709 5,646,765,074

Percent Change From 2003-05 Leg. Approved -5.2% 6.4% -1.2% 0.0% 0.0% -7.1% 0.0% -1.1% 0.0%

Percent Change From Essential Budget Level 40.2% 40.4% 0.5% 0.0% 0.0% 32.3% 0.0% 0.2% 0.0%
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Reduction Options

Overview

Agencies are required to provide a reduction plan that would reduce, if adopted, agency limited expenditures by at least 10 percent of the Essential 
Budget Level. For the 2005-07 biennium, that equates to $5,604,820 for the Administration program. PERS reduction options total $5,611,933 with 
most reductions focused on customer service and communication activities. Also included are options to reduce centrally provided support services 
designed to allow program managers and staff to focus on providing mandated services to members and employers. Most customer service activities, 
though considered vital to the agency and its members, are not mandated by statute. This report lists reduction options in priority of elimination.  

Revenues to fund administrative expenditures are obtained from the various PERS trusts and activities in accordance with statute and administrative 
rules. Costs are assigned to theses trusts and activities through the PERS cost allocation system. Adoption of reduction options reduces the fi scal 
impact to the various trusts.

Activity or Program Describe Reduction Amount and Fund Type Rank and Justifi cation
1.  Reduce Deferred 

Compensation Program 
and close Salem offi ce

Reduces staff availability to train state 
employees or employers on the deferred 
compensation program; eliminates form 
drop off services available to the Salem 
area.  (2 positions, 2.50 FTE)

$398,992 Other Funds A full line of services is still offered by PERS.  
A reduction results in increased inconvenience 
for members that utilize the Salem Offi ce.  
Increased risk of inconsistent explanation of 
deferred compensation program services due 
to reduced training.

2.  Eliminate toll-free 
telephone line

Requires members and employers 
outside of the Portland area to incur 
long-distance charges to contact PERS 
by telephone.

$96,000 Other Funds Shifts cost of long-distance communication 
from PERS agency to employers, members & 
retirees when they are located outside of the 
Portland Metro area.  Does not impact services 
provided.

3.  Reduce internal audits Eliminates one Internal Auditor 
position, 1.00 FTE.

$165,735 Other Funds Reduces internal audit staff to pre-2003 PERS 
Reform status of two internal auditors.  Limits 
capability to perform investigations and 
internal audit studies.

HOUSE BILL 3182 REDUCTIONS
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Activity or Program Describe Reduction Amount and Fund Type Rank and Justifi cation
4. Reduce printed 

publications and 
materials

Eliminates distribution of quarterly 
information publications and specialty 
information such as judge member 
handbooks and benefi ciary Q & A’s.  
Slows maintenance of policy and 
procedure documentation by reducing 
a full-time position to part-time (0 
positions, .50 FTE)

$134,869 Other Funds While quarterly mail publications cease, PERS 
website continues to provide information to 
those with internet access.  Reduced policy 
and procedure maintenance may lead to 
inconsistent or out-of-date practices.

5. Reduce group 
counseling

Reduces staff available to present group 
counseling by 2 positions, 2.00 FTE.

$269,102 Other Funds Restricts group counseling to only those 
members within 1 year of retirement, reducing 
the ability of non-qualifying members to 
receive information.

6. Eliminate centrally 
coordinated supply 
ordering and 
contracting temporary 
services

Eliminates 1 position, 1.00 FTE, 
which is responsible for coordinating 
supply ordering, production printing 
and communications with temporary 
employment agencies (QRF’s).

$106,940 Other Funds Disperses supply ordering and contracting 
with temporary agencies, increases chance 
of inconsistent ordering practices.  Shifts 
production printing responsibilities to manager 
or other mail room staff.

7. Eliminate Training 
Coordinator

Eliminates the position, 1.00 FTE, 
responsible for ensuring coordination 
of training materials and training plans.

$135,431 Other Funds Hinders ability to ensure staff receive 
consistent and up-to-date training.  Increases 
likelihood of inconsistent retirement 
application processing.

8. Reduce Social Security 
Program

Eliminates a position, 1.00 FTE, 
responsible for the Social Security 
program

$124,080 Other Funds Reduces services to employers regarding 
Social Security program updates, changes in 
regulations and new rules.

9. Eliminate ‘frozen’ 
positions

Eliminates 7.00 FTE positions in the 
Information Services Division.  The 
project related positions were not 
utilized during 2003-05 reorganization 
efforts.

$1,002,884 Other Funds Eliminates ‘frozen’ positions originally 
approved but not yet utilized by the agency.  
Reorganization efforts and requested policy 
packages do not depend on use of these 
positions.

HOUSE BILL 3182 REDUCTIONS
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Activity or Program Describe Reduction Amount and Fund Type Rank and Justifi cation
10. Reduce Financial 

Reporting capabilities
Reduces the Financial Reporting 
Section by 2 positions, 2.00 FTE.

$211,221 Other Funds Eliminates management support position and 
reduces ability to make withholding deposits 
and reconcile/adjust members’ tax records in a 
timely manner.

11. Reduce legal services. Reduces budget available for services 
provided by the Department of Justice.

$103,834 Other Funds Requires in-house staff to absorb extra 
workload and the agency to reduce reliance on 
outside legal counsel.

12. Independent Medical 
Exams (IME)

Eliminates professional services 
contract budget available for expert 
witness & physicians

$249,000 Other Funds Eliminates IME’s for denied claims or pre-
hearing claims.

13. Reduce Procurement & 
Contracting services

Reduce procurement staff by 1 position, 
1.00 FTE that reconciles contract 
invoices and maintains interagency 
agreement fi les.

$106,940 Other Funds Limits ability of staff to reconcile contract 
invoices and maintain proper contract fi les.  
Shifts duties to other section and program 
positions.

14. Eliminate Work-in-
Progress desk functions

Eliminates the Work-in-Progress 
desk (7.00 FTE positions).  Functions 
include return mail and form 
fulfi llment.  

$632,595 Other Funds Eliminates return mail and forms fulfi llment 
functions and reassigns other duties, such as 
services desk, workshop scheduling and packet 
making.  Also reassigns refund processing.

15. Reduce Information 
Technology support

Eliminate network consulting services 
and reduce system modifi cations 
consulting work by 50%.  Reduce 
and delay scheduled replacement 
of hardware, software and ancillary 
equipment.

$260,370 Other Funds Reduces the agency’s ability to respond 
quickly to legislative changes that require IT 
modifi cations; increased risk of failed desktop 
equipment possibly leading to service delays.

16. Reduce Actuarial 
Services

Eliminate the actuarial valuation for 
2004 calendar year end and defer the 
actuarial audit scheduled for 2005 
valuation

$235,000 Other Funds Increases diffi culty in gauging system’s costs, 
funding status, methods, and assumptions. 
Increases period between actuarial audit from 
6 years (standard) to 8 years.

HOUSE BILL 3182 REDUCTIONS
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HOUSE BILL 3182 REDUCTIONS
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Activity or Program Describe Reduction Amount and Fund Type Rank and Justifi cation
17. Reduce or eliminate 

offi ce support for 
multiple sections

Eliminates 7 FTE offi ce support for 
Health Insurance, PPLAD, MERS, ISD.

$678,166 Other Funds Reduces offi ce and management support 
positions.  Reassigns duties to remaining 
staff increasing workloads of managers and 
retirement counselors.  Reduction in quality 
assurance function in Information Systems 
Division.

18. Eliminate review of 
disability claims

End contract with Physician to review 
disability claims for adequacy and 
accuracy.

$50,000 Other Funds Eliminates review of disability claims for 
adequacy and confi rmation that the diagnosis 
matches the claims of incapacitation.  
Eliminates independent medical exams 
for denied claims or denied claims that are 
moving toward a hearing.

19. Reduce 
Correspondence/Call 
Center

Eliminate all member written 
correspondence and reduce telephone 
services by 50%.

$205,190 Other Funds Requires members to communicate through 
written correspondence or via telephone.  
Anticipate increased number of phone calls 
and increased wait/hold times.
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PERS Board

Executive Director
1.00 FTE

1 Position

Internal Audit Services
3.00 FTE

3 Positions

Executive Support
1.00 FTE
1 Position

Human Resources
7.01 FTE

8 Positions

Health Insurance
2.00 FTE

2 Positions

Administration
Customer Services

2.00 FTE
2 Positions

Customer Service 
Center

31.68 FTE
37 Positions

Salem Office 
8.00 FTE

8 Positions

Publications & 
Communications

5.75 FTE
6 Positions

Refunds, Estimates & 
Purchases
11.26 FTE

13 Positions

Administration
Benefit Payments

3.00 FTE
3 Positions

Retirement Services
23.26 FTE

35 Positions

Speciality Services
33.80 FTE

36 Positions

Benefit Reconciliation 
Services

12.14 FTE
13 Positions

Administration
Fiscal Services

2.00 FTE
2 Positions

Auxiliary Services
4.50 FTE

5 Positions

 Fiscal Operations
15.42 FTE

16 Positions

Financial Reporting  
12.00 FTE

12 Positions

Deputy Director
1.00 FTE

Administration
Information Services

2.00 FTE
2 Positions

Administration
Policy Planning & 

Legislative Analysis
3.00 FTE

3 Positions

Information Imaging & 
Management

28.72 FTE
29 Positions

Quality Assurance
13.92 FTE

14 Positions

Software Engineering
25.96 FTE

26 Positions

Technical Operations
16.88 FTE

17 Positions

Policy Planning & 
Legislative Analysis

12.00 FTE
13 Positions

Public Employees Retirement System
03 – 05 Legislatively Adopted Budget

356 Positions
324.22 FTE

Membership Employer 
Relations
41.92 FTE

48 Positions
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PERS Board

Executive Director
1.00 FTE

1 Position

Internal Audit Services
3.00 FTE

3 Positions

Executive Support
1.00 FTE

1 Positions

Human Resources
9.00 FTE

9 Positions

Health Insurance
2.00 FTE

2 Positions

Administration
Customer Services

1.70 FTE
2 Positions

Customer Service Center
45.40 FTE

45 Positions

Deferred Compensation 
7.40 FTE

8 Positions

Publications & 
Communications

7.00 FTE
7 Positions

Membership  & Employer 
Relations
41.00 FTE

41 Positions

Administration
Benefit Payments

4.00 FTE
4 Positions

Retirement Services
41.00 FTE

41 Positions

Speciality Services
32.00 FTE

32 Positions

Benefit Adjustment Services
25.00 FTE

25 Positions

Administration
Fiscal Services

4.00 FTE
4 Positions

Actuarial Analysis
2.00 FTE

2 Positions

Budget & Fiscal Operations
9.00 FTE

9 Positions

Contributions & Banking 
9.00 FTE

9 Positions

Contracts & Procurement 
8.00 FTE

8 Positions

Financial Reporting  
11.00 FTE

11 Positions

Deputy Director
1.00 FTE

1 Position

Administration
Information Services

3.00 FTE
3 Positions

Administration
Policy Planning & 

Legislative Analysis
3.00 FTE

3 Positions

Data Quality Assurance
7.00 FTE

7 Positions

Information Imaging & 
Management

22.00 FTE
22 Positions

Quality Assurance
12.00 FTE

12 Positions

RIMS Conversion
6.00 FTE

6 Positions

Software Engineering
30.00 FTE

30 Positions

Technical Operations
19.00 FTE

19 Positions

Policy Planning & 
Legislative Analysis

12.50 FTE
13 Positions

Public Employees Retirement System
05 – 07 Legislatively Adopted Budget

380 Positions
379.00 FTE
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Revenue Discussion
PERS provides administrative support to a number of trusts and related retirement activities.  Every trust and activity has dedicated revenue sources 
authorized by statute.  Revenue streams for several of the trusts and activities are combined for revenue projection purposes, because the revenue 
sources are similar.  Revenues for the Public Employees Retirement Fund (PERF) (ORS 238), Oregon Public Service Retirement Plan (OPSRP) 
(ORS 238A), Benefi t Equalization Fund Trust (BEF) (ORS 238.485), Retirement Health Insurance Account (RHIA) (ORS 238.420), and Retirement 
Health Insurance Premium Account (RHIPA) (ORS 238.415) are combined.  The Deferred Compensation Trust (State) (ORS 243) and the Standard 
Retiree Health Insurance Account (SRHIA) (ORS 238.410(7)) have different funding sources and are discussed separately.

PERS expects adequate revenues for all trusts and activities during the 2005-07 biennium.

Source of Funds

Primary revenue sources for the PERF, OPSRP, RHIA, RHIPA and BEF consist of investment earnings, contributions, and fees from employers and 
employees.  Primary revenue sources for SRHIA are investment earnings and contributions from retirees or a spouse or dependent of a deceased 
retired member.  PERS derives revenues to fund administrative activities for the State of Oregon’s Deferred Compensation Trust primarily through a 
participant fee.  All revenue is Other Funds and no matching funds are required.

Pension System (PERF) Revenue, RHIA and RHIPA:

Revenues for the Pension System, which currently makes up the vast majority of PERS revenues, are to be used solely for the benefi t of the PERS 
members as described in ORS 238.660 (2).

Investment Earnings:
Historically, investment earnings have provided the largest source of system revenues.  If investment earnings less administrative expenses are below 
the assumed interest rate at the end of the calendar year, those who established membership in the system before January 1, 1996 and alternate payees 
of those members will be credited and a defi cit is charged to a special reserve account in the fund.  In subsequent years, any earnings in excess of the 
assumed interest rate shall fi rst be applied against the defi cit reserve until the reserve is fully funded with amounts determined by the Board.  Both 
earnings and losses are distributed to members’ accounts who have variable annuity accounts (ORS 238.260) and/or members’ regular accounts for 
those who became members and alternate payees on or after January 1, 1996.  Members may not contribute to the Variable Annuity Account after 
December 31, 2003. The Board may draw out of interest and investment income an amount to remain in the fund and constitute one or more reserve 
accounts (ORS 238.670).

BUDGET NARRATIVE
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Employee/Employer Contributions:
Employee contributions before January 1, 2004 were credited to members’ accounts as directed by ORS 238.250.  Employer contributions are 
credited to the individual employer’s accounts or to the account of the pool in which the employer participates.  However, a portion of employer 
contributions is credited to the Retirement Health Insurance Premium Account in accordance with ORS 238.415.

The employee contribution rate for PERS is 6 percent of PERS-covered salary (Judiciary is 7 percent); in most cases, it is picked-up by the employer.  
Employer rates, as a percent of PERS-covered salary, effective July 1, 2001 and 2003 are:

 July 2001 July 2003
State agencies and Community Colleges  9.49% 11.31%
Schools  12.73% 11.11%
Political Subdivisions (general – avg.)  9.09% 9.08%
Political Subdivisions (police & fi re) 12.19% 15.75%
Judiciary  10.79% 19.39%

Oregon Public Service Retirement Plan Revenue

The Oregon Public Service Retirement Plan is established and maintained as two tax-qualifi ed governmental plans: a defi ned benefi t pension 
program, and a defi ned contribution individual account program.  The assets of each program must be held in a separate trust for the exclusive benefi t 
of the participants and benefi ciaries in each program (ORS 238A.025).

Investment Earnings:
Each member’s Individual Account as described in ORS 238A.350, is adjusted annually in accordance with rules adopted by the board to refl ect any 
net earnings or losses less reasonable administrative costs of maintaining the program.

Employee/Employer Contributions:
Employees contribute six percent of the member’s salary to members’ Individual Account as directed by ORS 238A.330 & ORS 238A.335.  
Employer contributions are credited to the individual employer’s accounts or to the account of the pool in which the employer participates per ORS 
238A340. 

BUDGET NARRATIVE
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Benefi t Equalization Fund and Social Security Program

The revenues for the administration of the Benefi t Equalization Fund (trust) and the Social Security Program are derived primarily from fees assessed 
to those employers receiving services from these programs.  Administrative fees are reviewed and adjusted annually based on expected numbers of 
participating employers and projected administrative expenses.

SRHIA Revenue

Revenues for the Standard Retiree Health Insurance Account (SRHIA) are used by the Board only to pay the cost of health insurance coverage and 
to pay the administrative costs incurred by the Board in administering health insurance coverage for eligible persons as defi ned in 238.410(b).  The 
plan participants are the source of all revenue received, less the amount subsidized by the RHIA and RHIPA health insurance trust benefi ts, for health 
insurance benefi ts. 

The PERS Health Insurance Plan offers a variety of medical health insurance carriers and two dental plan carriers for both Medicare healthcare plans 
and non-Medicare healthcare plans.  Rates vary depending on the plan option selected by the participants.  The non-Medicare plans are approximately 
three times the cost of the Medicare plans.  However, the option costs for both types of plans are increasing.  Participants in some plans benefi t from a 
subsidy.  Due to past over-funding of the program, the subsidy will only be available until the account funds are totally spent.

Deferred Compensation Program Revenue

The annual participant fee is currently .08 percent (.0008) of participant assets held in the trust.  At this time PERS does not anticipate an increase in 
2005-07 biennium. All revenue is Other Funds and no matching funds are required.

ORS 243.411 requires that all earnings of the Deferred Compensation fund must be credited to the fund and moneys in the fund may be used solely 
for the purposes of implementing and administering the Deferred Compensation Trust.

Basis for 2005-07 Revenue Estimates

Projected investment income was based on an assumed future earnings rate based on the Consumer Price Index published by the Oregon Economic 
& Community Development Department.  The percent increase used was 1.6% in fi scal year ended (FYE) 2005, 1.9% in FYE 2006, and 2.2% in 
FYE 2007.  Using trend analysis of pension contributions, and separately analyzing those employer contribution prepayments funding the Unfunded 
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Actuarial Liability (UAL), PERS projected future total contributions based on an average increase.  PERS separated the 6% contribution into the 
OPSRP Individual Account from these total projected contributions beginning January 2004.  An 8% turnover rate, one of the PERS Actuarial 
assumptions, was used to project the number of participants establishing membership in the system on or after August 29, 2003.  Projections for 
future growth in the three health insurance accounts (SRHIA, RHIA, and RHIPA) were provided by the PERS Health Insurance Program Manager, 
assisted by outside health insurance consultants.

Other Charges for Services:

ORS 237.420 allows PERS to set a rate to cover the costs of administering the Social Security Program. That rate is currently $1.50 per employee per 
year.  A total of $229,832 is projected for the 2005-07 biennium.  

Employers are invoiced annually a fee consisting of $1,000 initial set-up charge and a $100 monthly ongoing administrative fee per participant to 
fund the administrative costs of the Benefi t Equalization Fund.  A total of $199,800 is projected for the 2005-07 biennium.  

ORS 238.465(9) charges both the member and the alternate payee an administrative expense in an amount not more than $300 in total for related 
costs of obtaining data or making calculations that are necessary by a court ordered divorce judgment, order or agreement. PERS estimates a total of 
$147,687 in the 2005-07 biennium.  

OAR 459-060-0010 was established in fi scal year ending 2002.  This fee is for providing public records documents.  PERS estimates a total of $3,640 
in the 2005-07 biennium.

By rule, OAR 459-005-0250, PERS established a new charge to the member of $60 per additional estimate to cover administrative costs of providing 
members additional retirement benefi t estimates after the two allowed at no cost. PERS estimates a total of $480,000 of service charges in the 2005-
07 biennium. 

Projected revenue for the Deferred Compensation Program in the 2005-07 biennium is based on historical data. The participant fee will remain the 
same and the amount collected is not anticipated to vary signifi cantly from historical patterns. The Local Government Deferred Compensation (ORS 
243.474-243.478) and State Deferred Compensation programs are projected as a single amount, although the revenue sources associated with the 
Local Government Deferred Compensation program is insignifi cant as compared to the State Deferred Compensation program.  The total projected 
revenue is $1,136,457.
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Public Employees Retirement System Revenues by Source (in millions)

Fiscal Year Employee and Member 
Contributions Employer Contributions Contributions from 

Other Sources
Net Investment Income 

and Other Income Total

1994 264.5 417.5 17.9 878.9 1,578.8 
1995 277.6 438.9 15.3 2,428.2 3,160.0 
1996 289.7 445.6 16.8 3,968.2 4,720.3 
1997 303.7 461.8 17.1 4,830.0 5,612.6 
1998 322.4 492.0 18.0 4,847.5 5,679.9 
1999 338.9 510.4 17.5 3,473.1 4,339.9 
2000 385.1 1,063.9 * 19.1 6,676.1 8,144.2 
2001 415.7 682.5 * 20.3  (3,468.4)  (2,349.9)
2002 443.8 1,030.7 * 20.9  (2,425.6)  (930.2)
2003 467.4 2,621.8 * 21.4 1,469.5 4,580.1 

 
* Employer contributions for fi scal years 2000 and thereafter include employer prepayments of unfunded liabilities.
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Purpose or Type of Fee, 
License or Assessment Who Pays?

2003-05 
Estimated 
Revenue

2005-07 
Agency 
Request

2005-07 
Governor’s 

Recommended 
Budget

2005-07 
Legislatively 

Adopted Explanations
To charge for each 
retirement benefi t estimate 
after the two allowed at 
no cost. Fee covers actual 
costs.

Member $360,000 $480,000 $480,000 OAR 459-005-0250 was adopted 
on December 12, 2003. Enrolled 
HB2401(5) provided statutory 
authority for this fee of $60 per 
additional retirement benefi t estimate. 
The fee schedule became effective 
January 1, 2004.

DETAIL OF FEE, LICENSE, OR ASSESSMENT REVENUE INCREASE

PROPOSED FOR INCREASE
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Tier One and Tier Two Plan (ORS Chapter 238)

Overview

Over 860 public employers in Oregon participate in the retirement and health care benefi t plans administered by PERS.  This includes all state 
agencies, all public school districts, and the majority of local government entities – making PERS the provider of retirement programs for the vast 
majority of public employees in the state.  Active Tier One-Tier Two membership totals approximately 214,000 non-retired members and nearly 
100,000 retirees and benefi ciaries receiving monthly retirement benefi ts.  This plan was closed to new members August 29, 2003, corresponding to 
the passage of House Bill 2020 (Chapter 733, Oregon Laws 2003).  That legislation created a new pension plan for members hired after that date.

The Tier One-Tier Two program accounts for employee and employer contributions and investment earnings related to PERS Tier One-Tier Two 
plans and refl ects the retirement payments made to Tier One-Tier Two retirees.  In the 2005-07 biennium and beyond, this program unit will no 
longer refl ect employee contributions, as those will be directed to the OPSRP IAP.  Employer contributions continue to come into Tier One-Tier Two.

This program unit is made up entirely of Other Funds nonlimited.

Base Budget Adjustments

In its agency request budget, PERS made changes to both revenues and expenditures to refl ect updated projections.  The non-limited adjustment 
refl ects an anticipated short-term reduction in the number of retirements when compared to the 2003-05 biennium which experienced over 12,000 
retirements in a one year period.
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Tier One and Tier Two Plan (ORS Chapter 238)

090  Analyst Adjustments 

The Governor’s Recommended Budget increases the Tier One-Tier Two program unit by $4,561,237 Other Funds nonlimited for third-party 
administration costs associated with Health Insurance. This program is currently administered in the Operations program unit as limited other 
funds.  Program costs for the Health Insurance programs offered by PERS are driven by the number of retirees that elect to participate in the Health 
Insurance programs.  A corresponding reduction in limited Other Funds limited offsets this movement within package 090 in the Operations program 
unit.
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Oregon Public Service Retirement Plan (ORS Chapter 238A)

Overview

The 2003 Legislature created the OPSRP program via passage of House Bill 2020 (2003).  OPSRP is a hybrid retirement plan with two components: 
the Pension Program (defi ned benefi t; established and maintained as a tax-qualifi ed governmental defi ned benefi t plan) and the Individual Account 
Program (IAP) (defi ned contribution; established and maintained as a tax-qualifi ed governmental defi ned contribution plan).  

A defi ned benefi t plan is benefi t-based and uses predictable criteria such as a pension determined by salary multiplied by length of service multiplied 
by a factor.  The defi ned benefi t component is funded solely by employer contributions and investment earnings.  Generally, the plan is designed to 
provide a benefi t that approximates 45% of a member’s fi nal average salary.  

A defi ned contribution plan has no guarantee. Members make contributions; employers may or may not also make contributions. When a member 
retires, he or she receives the contributions plus any earnings (or losses) that have accrued.  The defi ned contribution component requires PERS 
members to contribute an amount equal to six percent of eligible salary to an IAP account.  At retirement members will receive the balance of this 
account, either as a lump-sum or in equal installments over a specifi ed period.  

Employers participating in PERS as of August 28, 2003, must participate in the OPSRP. If an employer had a class of employees not participating in 
PERS as of August 28, 2003, it need not offer OPSRP membership to those employees. Non-participating employers for PERS may choose to enter 
OPSRP offering only the pension program, only the IAP, or both.

Beginning January 1, 2004, Tier One-Tier Two plan member contributions go into the Individual Account Program (IAP) portion of OPSRP. Tier 
One-Tier Two plan members retain their existing PERS accounts, but any future member contributions will be deposited in the member’s IAP, 
not into the member’s Tier One-Tier Two account.  A PERS member who has a qualifying break in service becomes a member of OPSRP for any 
subsequent employment upon returning to service.

This program accounts for employee contributions into the IAP, the OPSRP plan.  While this program unit will account for retirement payments and 
IAP account payments for OPSRP retirees, this activity is expected to be minimal for the 2005-07 biennium.  The program unit also outlines the 
transfer from plan assets to the Operations program unit to pay for administrative activities.

This program unit is made up entirely of Other Funds nonlimited.
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Oregon Public Service Retirement Plan (ORS Chapter 238A)

090  Analyst Adjustments

The Governor’s Recommended Budget moves third party administration costs associated with the OPSRP IAP into the nonlimited budget.  Those 
costs are funded entirely by IAP participants through an annual charge.  These costs were added to the Operations program unit, Other Funds limited 
portion of the agency’s budget following approval of an Emergency Board request in April 2004.  Program costs are driven by the number of eligible 
participants in the IAP program and these costs are more appropriately contained in the Nonlimited portion of the agency’s budget.  The total increase 
is $4,096,000 nonlimited.  A corresponding reduction offsets this increase in limited Other Funds within package 090 in the Operations program unit.

BUDGET NARRATIVE

Agency Request Governor’s Recommended Legislatively Adopted Budget Page

2005-07 107BF02

137X



138
X



Operations

Overview

As previously stated, PERS administers a number of retirement related programs for over 860 public employers in Oregon, including all state 
agencies, all public school districts, and the majority of local government entities.  The fi ve-member Public Employee Retirement Board (PERB) 
provides administrative oversight for all PERS’ programs.

PERS operations employs a common pyramid-style organizational structure.  The agency is functionally separated into six self-contained divisions 
to reduce overlap and clearly delegate responsibilities.  Sections exist within the divisions that focus upon specifi c activities involved in agency and 
program support.  The major areas of activity are retirement benefi ts, disability retirement benefi ts, sponsorship of group health insurance plans, 
Deferred Compensation (OSGP), and Social Security coverage.

PERS orders its divisions as follows: Central Administration; Benefi t Payments Division (BPD); Fiscal Services (FSD); Information Systems (ISD); 
Customer Services Division (CSD); and, Policy Planning and Legislative Analysis Division (PPLAD).  

Central Administration
The Central Administration Division provides the central direction, planning and leadership for PERS.  The Division consists of the Executive 
Director, Human Resources, Internal Audits, and Health Insurance (SHRIA, RHIA, RHIPA).

Benefi t Payments Division
BPD does more than merely pay benefi ts.  The division calculates and ensures the accuracy of member benefi ts, makes adjustments and 
reconciliations if needed, and performs much of the service work related to the agency’s mission.  The Specialty Services section oversees particular 
cases related to death, divorce, and disability, and the related complexities of their rules.

Fiscal Services Division
FSD oversees PERS’ accounting, budget, and tax compliance.  They assemble and update budgets, carry out contracting and procurement, coordinate 
accounts payable and receivable, administer actuarial services, and handle fi nancial reporting.  FSD also contains the Auxiliary Services section that 
manages offi ce supplies, general building maintenance, shipping and receiving, and other various ancillary tasks.
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Information Systems Division
ISD supervises the operation of PERS’ numerous and complex IT systems.  The division supports the many desktop PCs while maintaining older 
systems, such as the RIMS mainframe.  Help desk support, installation and training, software development, and quality assurance all fall under ISD’s 
watch.  In addition, the Imaging & Information Management section maintains records from numerous sources.  RIMS conversion to jClarety takes 
place within ISD.

Customer Services Division
CSD provides the window for public interaction.  One of the larger PERS divisions, CSD answers member queries, coordinates public relations 
through print and other media, and guarantees confl ict and problem resolution.  CSD also provides oversight for two more independent sections, 
Member and Employee Relations (MERS) and Deferred Compensation (OSGP).  MERS enrolls and manages member accounts, and also handles 
employer reporting and communication.

Policy, Planning and Legislative Analysis Division
PPLAD facilitates PERS’ legislative, rulemaking, legal services, and agency determination review activities.  For example, they draft administrative 
rules, coordinate legal counsel, and ensure compliance with statutes.  This division also manages the SSA program.

The agency has adopted a team-based approach to several of its signifi cant projects.  A number of teams are operating at present, including the 
Business Transition Team, Data Quality Assurance Section, Loss of Membership Team, Eligibility Backlog Team, Clearing Account Backlog Team, 
Business Rules Team, and COLA Recalculation and Reinstatement Team, just to name a few.  Typically, these teams are comprised of subject matter 
experts in specifi c program or operational areas.  It is not uncommon for one subject matter expert to participate in more than one team.  As such, it 
has become necessary for PERS to backfi ll a number of these subject matter experts’ positions in order to continue the daily program and operational 
business of the agency.  Several of the policy packages in the agency request budget were created with this team approach, and the related need for 
backfi lls in mind.

Base Budget Adjustments

The 2005-07 limited base budget is adjusted downward by ($6,575,082) Other Funds due primarily to the phasing out of 130 limited duration 
positions, 86.09 FTE.  The services and supplies and capital outlay expenditures associated with these positions and the various projects associated 
with 2003 PERS reforms are contained in the 021 Phase-out essential package.  
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Operations

010  Non-PICS Psnl Svc / Vacancy Factor

Package Description
This package contains a total increase of $1,351,029 Other Funds.  The increase is due primarily to the inclusion of Pension Bond Contribution, 
which accounted for $1,375,395.  When compared to the 2003-05 biennium, the net increase for the PERS portion of the pension bond is $445,082.  
(Note: essential package 030 contains the companion reduction of $930,314).  Infl ation increases for personal service expenses such as temporary 
employees, overtime, etc., account for $26,538, including other payroll expenses.  There is a reduction of ($32,056) for mass transit taxes.  Vacancy 
savings is ‘increased’ by ($18,848) when compared to the 2003-05 biennium.
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Operations

021  Phase-in

Package Description
The $1,024,000 Other Funds increase included in the phase-in package providing funding for a full biennium for contracted third-party 
administration of the Oregon Public Employee Retirement System (OPSRP) Individual Account Program (IAP).  Contributions into the new IAP 
began in January 2004.
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Operations

022  Phase-out Pgm & One-time Costs

Package Description
Total reductions of $21,120,428 include scheduled one-time costs and phase-outs for projects approved during the last legislative session and 
subsequent meetings of the Emergency Board:

• Operational Needs/Retirement Spike/Business Rules 3,305,088
• Workload Backlog Clearance  121,000
• Productivity Improvements  (one time costs of video production) 271,000
• HB 2003 – Cost if Living Adjustment Freeze, Transition Acct. 2,545,411
• HB 2004 – Actuarial Equivalency Factor 2,991,060
• Nov 2003 E-Board # 42 HB 2020 – OPSRP 12,444,804
• Nov 2003 E-Board # 43 Retirement Spike 8,000
• Nov 2003 E-Board # 44 COLA Moratorium 19,000
• Nov.2003 E-Board # 45 IT Initiative 2,218,789
• Apr. 2004 E-Board # 34 OPSRP COP  196,276

Total one-time costs and phase-outs 24,120,428
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Operations

030  Infl ation & Price List Adjustments

Package Description
The total cost of and goods and services increase $82,558 Other Funds when compared to the base budget.  The DAS Price List of Goods and 
Services and the general infl ation factors are the basis for calculating cost increases in Services and Supplies and Capital Outlay.  Biennial infl ation 
factors used include 2.4 percent for general infl ation and medial infl ation of 5.0 percent (professional service contract providers who review 
retirement disability applications and other services required by the PERS Retirement Disability program). Attorney General expenditures increase by 
$140,101, refl ecting a composite 16.00 percent increase based on the mix of services utilized by PERS.  

The DAS Price List includes assessment charges by DAS and the Secretary of State as well as costs for central services and other selected items.  
State Government Service Charges are decreased by a ($487,490).  This refl ects a one-time reduction of ($930,314) for Pension Bond Contribution 
and increases in charges or price lists items provided by DAS or other agencies.  (Note – there is an offsetting increase of $1,375,396 in the 
companion package 010 refl ecting a net increase of $445,082 for Pension Bond Contribution). The detail of the changes is listed on the next page:
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 2003-05  2005-07 Difference
• Archives Assessment 876 0 (876)
• Audits Division Assessment 250,000 350,000 100,000
• Capitol Planning Commission 1,626 0 (1,626)
• Central Government 108,566 101,222 (7,344)
• DAS Service Charges/Assessments 282,919 622,754 339,835
• Insurance 98,882 142,265 43,383
• Minority Women/Small Business 4,501 8,031 3,530
• Pension Bond Contribution 930,314 0 (930,314)
• Supreme Court Library Assessment 11,519 17,778 6,259
• State Controller’s Division Direct Charge 26,664 56,741 30,077
• State Library Assessment 27,077 52,473 25,396
• State Treasury 161,066 184,532 23,466
• State Treasury/Debt Mgmt Charges 3,489 2,214 (1,275)
• Reduction for one-time expenditure from 03-05 118,001 0 (118,001)

Total State Government Service Charges 2,025,500 1,538,010 (487,490)
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Operations

060  Technical Adjustments

Package Description
A one-time technical adjustment to differentiate between standard contracted services and professional contracted services for information technology 
purposes and to differentiate between standard expendable property and expendable property that is information technology (IT) related.  The 
purpose for separating IT related budget accounts is to assist in information resources management planning and coordination.
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Operations

090  Analyst Adjustments

This package includes adjustments made to the Agency Request Budget.  Notably, there are reductions to the professional services line-item by 
($4,561,237) Other Funds to remove third-party administrator costs associated with the health insurance programs and ($4,096,000) Other Funds for 
the third-party administration costs associated with the OPSRP IAP program.  The package also eliminates seven permanent positions (7.00 full-
time equivalent) in the Information Systems Division.  These positions and related expenditure limitation were approved by the November 2003 
Emergency Board and were frozen, pending additional review by IRMD and the Joint Legislative Committee on Information Technology (JLCIMT).  
A process to unfreeze the positions was outlined and agreed to by PERS, BAM, and IRMD.  PERS did not ultimately engage in that process during 
the 2003-05 biennium, so the positions remained frozen and unavailable for agency use.

Summary of Analyst Adjustments:

• Eliminate one permanent, full-time Information Systems Specialist 4 position (1.0 full-time equivalent), two permanent, full-time Information 
Systems Specialist 5 positions (2.00 full-time equivalent), three permanent, full-time Information Systems Specialist 7 positions (3.00 full-time 
equivalent), and one permanent, full-time Information Systems Specialist 8 position (1.00 full-time equivalent).

• Remove $946,838 Other Funds expenditure limitation from the Personal Services category to refl ect elimination of the positions identifi ed above.

• Remove $4,561,237 Other Funds from the Services and Supplies category to refl ect transfer of health insurance third-party administrator costs to 
the Tier One-Tier Two program unit, offsetting the increase in Other Funds Nonlimited in Tier-One Tier-Two package 090.

• Remove $4,096,000 Other Funds from the Service and Supplies category to refl ect transfer of IAP third party administrator costs to the OPSRP 
program unit, offsetting the increase in Other Funds Nonlimited in Tier-One Tier-Two package 090.

• Remove $293,010 Other Funds from Services and Supplies category to refl ect impact of projected Smart Buy related savings.
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Operations

101  PERS Restructure and Support

Package Description
Purpose: 
Stabilize and strengthen the core agency infrastructure to ensure best practices are in place to increase overall effi ciency and effectiveness. This 
request includes improvements in agency budgeting, procurement and contracting, human resources, agency documentation, technology support, 
management support and workload balancing.

How Achieved:
Expenditure limitation and position authority are requested to implement administrative changes to the core infrastructure of the PERS agency. 
Changes include short-term assistance in human resources and development of technical documentation. Long-term solutions include establishing 
a budget section, establishing a procurement and contracting section, improving core training for retirement counselors and specialized training for 
technology support.

To address these needs during the 2005-07 biennium, PERS requests 22.00 FTE and $2,519,691 in other funds limitation.

PERS remains an agency in transition in 2005-07. The PERS Board and agency management initiated a range of studies and activities to meet the 
agency’s challenges both near and long-term. Initiatives include:

• Revising the agency’s mission statement and goals;
• Assessing central services;
• Reviewing performance measures;
• Changing the agency’s organizational structure;
• Partnering with other state agencies to address acute resource shortages and solicit advice on best operational practices; and, 
• Revamping the agency’s management team.

The Board and PERS’ management reallocated resources to meet the agency’s responsibilities to its stakeholders. Even with sweeping restructuring, 
several critical gaps lack resources.  Resource shortages exist throughout the agency and are unable to meet acceptable service standards in 2005-07 
in the following areas:
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• Human resources;
• Restructure of the Fiscal Services Division;
• General and IT specifi c staff training;
• Agency documentation; and, 
• Retirement services.

Human Resource Support
To provide greater HR input in critical agency decisions, the Human Resource Director serves on PERS’ Executive Staff, Labor Management, 
and Information Technology Steering Committees.  Additionally, the HR director directs the work of section staff that doubled in 2003-05. The 
anticipated transition of agency staff in 2005-07 prevents the HR director from effectively overseeing the section’s daily operations while taking 
on organizational transition duties. PERS requests a limited duration lead worker, 1.00 FTE, to support HR staff in daily operations to free the HR 
director to work with senior management and the Board on transitional issues. As the transition nears completion, the HR director will again assume 
direct management of the HR section.

Fiscal Services Division Restructure
PERS comprehensively reviewed the operations of the Fiscal Services Division and developed a restructure plan.  The review was done in 
cooperation with a DAS team, consisting of participants from the State Controllers’ Division, Budget and Management Division and State 
Procurement Offi ce, assigned to assist PERS in developing organizational and operational improvements in response to 2003 PERS reform.  The 
resulting restructure addressed immediate needs in 2003-05 such as redirecting an existing management position to focus on procurement and 
contracting issues and developing or re-writing existing policies and procedures.  However, the agency does not have suffi cient permanent resources 
to meet all of the long-term needs in the areas of budget, fi nancial analysis and procurement and contracts. 

Budget and Financial Services
Before 2004, FSD delegated budget responsibilities depending on individual skills and available resources. Although this framework provided basic 
budget support, it lacked suffi cient resources for detailed budget analysis, effi cient fi scal impacts processing and tracking project budgets. Following 
the reorganization team recommendations, PERS administratively created a Budget and Fiscal Operations Section by reassigning duties of three 
permanent staff.  This new section serves agency budgetary needs but depends on temporary management assistance from DAS. PERS proposes a 
permanent solution of 1.00 FTE, Principal Exec/Mgr E position to manage budget and fi scal operations for the agency. Additionally, PERS requests 
$200,000 other funds limitation in professional services to fund third-party fi nancial analysis services to supplement budget section activities and 
ensure the analytical needs of the PERS Board, DAS-BAM and Legislature are met.
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Modifi cations Included in Governor’s Recommended Budget:
• The Governor’s Recommended budget directs the agency to fund contracted fi nancial services with existing resources and therefore does not 

include the $200,000 increase.
• Establishes one limited-duration, full-time Project Manager 2 position (1.00 FTE) to perform accounts receivable and collection activities 

above the Agency Request Budget.  Anticipated results include improvement in the frequency and timeliness of collections and reduction in the 
backlog of debts owed to the agency.  PERS expects improved investment returns resulting from quicker collection of debt, while complying with 
statutory requirements.

Procurement/Contract Services Section
PERS’ procurement and contracting activities historically consisted primarily of offi ce supplies, a few maintenance contracts, and three complex 
contracts for program services (two third-party administrators and one actuarial) until the late 1990’s. The agency’s administrative offi ces handled 
personal services contracts; other types of procurement services were split between different individuals and sections.  This fracturing contributed to 
inconsistent contract administration.

In 1999, PERS experienced a growing need for professional and trade services due to reform of the IT systems, implementing new legislation, 
legal fees, and rising needs for more sophisticated fi nancial and actuarial analysis.  As a result, the contracts became complex in both scope and 
administration.

As of mid-2004, staff manages 77 contracts and other agreements while initiating at least 31 new or amended contracts each fi scal year with only two 
permanent positions. This volume rapidly overwhelmed the agency’s procurements and contracting resources, causing critical operational disruptions.

PERS requested and received assistance from DAS, State Procurement Offi ce (DAS-SPO) to assist in handling the crisis by providing management 
and contracting resources.  DAS-SPO helped PERS establish a Procurement and Contracting Section; where contracting and procurement services 
are now centralized. The new section consists of two permanent positions plus two limited duration positions funded from one-time vacancy savings 
plus a DAS-SPO senior contracts analyst (also funded by PERS through one-time savings). PERS management, at the recommendation of the 
reorganization team, re-assigned a management position to oversee the operations of the new section.

PERS requests funding to permanently continue the confi guration of the new section.  The staffi ng request is based on a DAS-SPO comparative survey 
of state procurement and contracting offi ces determined that for every 16 contracts and procurements, one FTE is necessary. PERS requests establishing 
the limited duration positions (Procurement and Contracts Analyst 3 and Procurement and Contracts Analyst 2) as permanent positions in 2005-07.
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Modifi cations Included  in Governor’s Recommended Budget:
• Change the requested permanent, full-time Procurement and Contract Specialist 2 position (1.00 full-time equivalent) to limited-duration.
• Change the requested permanent, full-time Procurement and Contract Specialist 3 position (1.00 full-time equivalent) to limited-duration.
• Increase Services and Supplies expenditure limitation by $133,720 Other Funds refl ecting DAS charges to continue a limited-duration position in 

DAS State Procurement Offi ce (SPO).  The position physically assigned to PERS’ main Tigard location during the 2005-07 biennium, unless the 
agencies determine that this assignment should be reevaluated and discontinued prior to June 30, 2007.

Core Internal Training
PERS lacks the ability to provide adequate, comprehensive, and uniform training due in part to its signifi cant growth in the past ten years. Staff 
has increased from 148 FTE in 1993 to 270 permanent positions (plus an additional 130 limited duration positions) in 2003-05 while training staff 
remains at a single position.

To meet the current training challenge, PERS proposes the creation of a Core Training Program based on a pilot training program developed in 2003-
05. The proposed program is designed to:

• Achieve greater uniformity of training and allocation of resources through centralization;
• Allow for specialized staff training attuned to the unique needs of each division;
• Gain effi ciencies by training large numbers of staff simultaneously;
• Design, publish and present specifi c uniform training models;
• Shorten the time it takes to achieve competency in new staff; and,
• Eliminate “key” person issues with vital agency knowledge being known by only one or two people.

Initially, three staff positions will create and maintain the Core Training Program. The existing Training Coordinator will oversee the program and 
prepare the core training curriculum. PERS requests 1.00 permanent FTE (Training and Development Specialist 1) to deliver training modules to new 
employees. PERS also requests 1.00 limited duration FTE position (Retirement Counselor 2) to develop desk-level training in the Benefi t Payments 
Division concerning PERS’ pension programs and two computer systems.

Technical Documentation Support
PERS provides highly technical and complex services to over 300,000 members. The agency depends heavily on IS systems and elaborate processes 
to ensure standards are met. PERS must maintain approximately 500 policies and procedures and 20 process manuals. The new IS systems also 
require manuals to assist staff and employers. While PERS has relied on IS staff or managers to write procedures and manuals, time constraints have 
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left these services inadequate or missing, leading to the high-risk situation where an individual is the sole repository of technical system knowledge. 
The continued lack of technical documentation contributes to ineffi ciencies.

PERS requests 1.00 permanent FTE (Program Technician 1) to conduct a review of all PERS’ technical information needs, design a structure for the 
information, and oversee its documentation and publication. With this resource PERS can create and maintain a comprehensive inventory of technical 
information, including policies, procedures, system-user manuals and other technical documentation. This position’s work product facilitates 
employer training, avoids loss of essential knowledge, and increases overall agency effi ciency.

Modifi cation included in Governor’s Recommended Budget:
• The Governor’s Recommended Budget does not include the requested position for technical documentation and directs the agency to perform 

proposed activities within existing resources.

Retirement Volume Support
PERS’ membership demographics show increasing retirement service demand through 2012 before beginning to moderate. Experience informs that 
it takes 4.00 FTE to process approximately 1,000 new retirements each year. Currently, PERS has 16 FTE calculating new retirements; suffi cient to 
process 4,000 new retirements annually.  Projections indicate an expected retirement baseline for 2005-07 at 6,000 new retirements per year.

With retirement levels in recent years far exceeding the agency’s processing abilities, staff was diverted to meet the immediate need of handling 
benefi t payments for retiring members. For 2003-05, PERS requested and was granted 8 limited duration position to assist with the additional 
demand resulting from 12,000 retirements in 2003.  While this staffi ng met immediate needs, they will not be available in 2005-07 to meet the annual 
demands of an anticipated additional 2,000 retirees.

PERS does not expect full effi ciency of the new IT system, jClarety, to be realized until late-2008. As a result, PERS requests 8.00 limited duration 
FTE positions to address the increasing retirement volume through 2005-07. This will reduce training and lessen disruption at the end of 2003-05 
and allow the agency to process the 6,000 retirements annually.  To adequately support the anticipated retirement volume, the agency requests the 
following positions:

• 1.00 FTE Offi ce Specialist 2
• 4.00 FTE Retirement Counselor 1
• 3.00 FTE Retirement Counselor 2
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Retirement Benefi t Span of Control
The Retirement Services Section (RSS) calculates formula-based benefi ts for two retirement programs, authorizes Individual Account Program (IAP) 
benefi t payments, and provides various ancillary services related to these activities. RSS is expected to process 6,000 retirements annually, while 
implementing new legislatively required changes under an outdated IS system (RIMS). This request proposes to enhance RSS management support 
of those activities.

In 2001, this section consisted of one manager and 13 staff positions. Agency growth brought staff to 36 permanent positions (plus limited duration 
positions), in 2003-05 while still managed by one management position.  Current management capacity inadequately provides the supervision, staff 
training, and strategic planning required to support the RSS responsibilities. Rising numbers of manual calculations result in staff errors. The lack of 
training and strong supervision compounds this situation, with 15 percent of all benefi t calculations having at least one fi nancial error (according to 
the Secretary of State, Audits Division). 

Two new RSS supervisor-level managers are requested to address this need, and to lead to lower benefi t processing times. A larger management team 
will enable the current RSS manager to focus on higher level duties: strategic and operational planning, system review, and policy development, 
while the supervisor-level managers focus on daily supervision, review of staff work and training. They can also provide increased controls and 
reviews requested by the SOS Audits Division. This team requests an additional 1.00 permanent FTE (Principal Exec/Manager B) responsible for 
service and disability retirement oversight, and a 1.00 permanent FTE (Principal Exec/Manager A) to supervise technical aspects of retirement: lump-
sum payments, refunds, and pension roll activities.

Modifi cations Included in Governor’s Recommended Budget:
• Change the requested permanent, full time Principal Executive Manager A (1.00 full-time equivalent) to limited-duration.
• Change the requested permanent, full time Principal Executive Manager B (1.00 full-time equivalent) to limited-duration.

Retiree Application Intake/Validation Service
Member benefi t calculation quality has declined for a number of reasons. The RIMS benefi t calculation system works at an estimated 50 percent 
calculation capacity.  Remaining calculations are done by hand.  Approximately 15 percent of all benefi t calculations have a fi nancial error. Detection 
and correction of errors has placed a greater demand on PERS’ staff resources.

Most errors are data or entry errors from prior years, dating back to the 1980’s. PERS recently incorporated case management during the estimate 
process to catch errors prior to retirement, but has limited application as only 35 percent of members receive estimates prior to actual retirement.
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During 2003-05, PERS created a Retirement Application Intake/Validation Team with one-time savings. The team reviews document and data for all 
retirements.  This has decreased errors and increased effi ciency in calculations.

PERS requests continuation of the limited duration team to lower the benefi t calculation error rates from 15 percent to 5 percent by the end of the 
2005-07 biennium. The agency desires to maintain the team until the replacement of the RIMS system or the high rate of manual calculations can be 
reduced. To maintain this team, PERS requests 5.00 limited duration FTE as follows:

• 1.00 FTE Retirement Counselor 2
• 4.00 FTE Offi ce Specialist 2

2007-09 Fiscal Impact
PERS Restructure and Support Total 2007-09 Fiscal Impact $553,261

1) $262,567 Other Funds Personal Services and Services & Supplies for continuation of 2.00 FTE permanent positions; 1.00 FTE Training 
Coordinator, 1.00 FTE Princ/Exec. /Manager E Budget Offi cer.

2) PERS does not anticipate fi scal impact in the 2007-09 biennium for “Retirement Volume Support” at this time assuming that the agency will 
achieve anticipated effi ciencies through IT initiatives and enhancements required to process approximately 6,000 retirements annually.  

3) $290,694 Other Funds Personal Services and Services & Supplies should the team “Retirement application Intake/Validation Team” be continued 
aid in manual calculations of member benefi ts and estimates until these calculations can be processed by the RIMS replacement system.  This 
would require a 0.67 FTE Retirement Counselor 2 limited duration position and 2.68 FTE Offi ce Specialist 2 limited duration positions (4 
positions), assuming that the RIMS replacement system lacks full functionality until approximately 16 months into the 2007-09 biennium.
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Operations

102  Legal Services

Package Description
Purpose:
To provide $1,000,000 Other Funds to cover costs for legal representation provided by a third-party vendor.

How Achieved:
PERS is requesting an increase of $1,000,000 OF in budget limitation to cover anticipated legal services provided by outside counsel. The majority 
of PERS’ legal costs are driven by events that are not easily predicted, making an accurate estimate of 2005-07 expenses diffi cult. PERS believes the 
amount currently budgeted for Attorney General and Dispute Resolution (contested cases) is adequate for the next biennium. However, there is no 
budget in 2005-07 for legal services provided outside legal counsel. 

PERS’ need for legal services has increased due to a number of major lawsuits, the implementation of the Oregon Public Service Retirement Plan 
(OPSRP), and a signifi cant rise in contested case hearings. In September 2003, as directed by the ORS 238.657 and through discussions with the 
governor’s offi ce, the Board retained outside legal counsel, independent of the Offi ce of the Attorney General. The purpose of this counsel is to 
advise the Board on:

• fi duciary duties,
• litigation resulting from the 2003 reform legislation and the Lipscomb litigation,
• tax issues,
• administrative rule issues, and
• contested cases that arise due to new legislation.  

PERS expects to expend nearly $4.5 million OF on legal services during the 2003-05 biennium against an approved budget of approximately 
$900,000 OF.  While the agency is trying to manage this shortfall in the current biennium by using one-time savings from other areas, it anticipates 
the current budgeted level will be inadequate to cover the expected need next biennium.  

Litigation legal expenses are expected to decline in 2005-07 as compared to 2003-05, due mainly to the conclusion of signifi cant litigation either 
before the end of the current biennium or early in the next. Other, non-litigation, legal expenses are expected to continue at the current levels through 
the end of 2005-07.
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Staffi ng Impact:
There is no impact to agency staffi ng.

Revenue Source:
Revenues to fund administrative expenditures are obtained from the various PERS’ trusts and activities in accordance with statute and administrative 
rules. PERS has a secondary resource in the Contingency Reserve Fund (ORS 238.670(1)(b)) and will make use of the reserve fund when 
appropriate.  

2007-09 Fiscal Impact
The anticipated impact to 2007-09 is an estimated $1,000,000 Other Funds.
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Operations

103  Resolve Accumulated Workload

Package Description
Purpose:
Eliminate workloads issues that have accumulated in recent biennia to ensure benefi t payment processing is timelier, accurate, more effi cient while 
remaining in compliance with pension laws and regulations.

How Achieved:
PERS requests expenditure limitation of $2,841,307 Other Funds and position authority for 26.00 limited duration FTE to resolve accumulated 
workload in the following areas:

• Member data 
• Loss of Membership compliance
• Membership eligibility determinations
• Member benefi t payment adjustment/recalculations
• Clearing account support
• OPSRP Business Rules

During recent biennia the workload to support agency services exceeded available resources. PERS reallocated limited staffi ng and other resources 
to address its highest priorities. Deferred work now hinders PERS’ effi ciency in critical areas. PERS requests resources to implement a more 
comprehensive approach to eliminate the resulting workload. 

PERS was provided position authority and expenditure limitation in 2003-05 to address two sets of backlogs: 1) death benefi t closures, and 2) 
member data research. By the end of the biennium PERS expects the death benefi t closure backlog to be eliminated. Organizational issues prevented 
PERS from effectively assembling an effective member data research team to resolve member data issues. As a result, PERS requests continuing 
resources to eliminate the Membership Eligibility Determination backlog in 2005-07.
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Loss of Membership Compliance
A member enters loss of membership (LOM) status if he or she is not vested and has not participated with a PERS-covered employer within the 
previous fi ve years. The Internal Revenue Code, IRC 401a (9), and Oregon statute, ORS 238.095 (4), have strict guidelines for identifying and 
handling LOM participants. PERS is statutorily required to refund a member’s account balance upon losing membership. However, two major 
barriers make this problematic: 1) individuals entering LOM status have been out of public service for fi ve or more years, and 2) member addresses 
or contract information are not updated until after retirement. Current agency priorities prevent PERS from locating members who have moved into 
LOM status. In a pilot project of 100 LOM participants, the agency found 77 percent of the participants; a large majority of whom then refunded.

PERS estimates that by the end of the 2003-05, approximately 17,000 refunds, totaling $35.4 million will be due under the LOM requirements. 
PERS requests temporary resources to remain in compliance with statutory and minimum federal requirements. PERS proposes forming an 
LOM Compliance team to locate LOM participants, notify them of their pending refund, and initiate the withdrawal in accordance with the their 
instructions. With this team, PERS will be able to eliminate the entire backlog by the end of the 2005-07 biennium. The staffi ng request refl ects 
experience gained from the LOM pilot project. The proposed LOM Compliance Team consists of 5.00 limited duration FTE:

• 3.00 FTE Retirement Counselor 1  
• 2.00 FTE Retirement Counselor 2  

Membership Eligibility Determination
Service time is a critical component in the calculation of retirement and disability benefi ts. A member’s service time begins when one establishes 
eligibility to participate in the PERS pension plan. Eligibility qualifi cations are complex; employers do not always report service time properly, and 
members often have queries concerning eligibility. Ensuring correct eligibility and service time is critical. 

PERS has suffi cient staff to conduct eligibility determinations as they are requested. However, staff has recently been redirected to more urgent 
priorities such as implementing PERS reform legislation and addressing a surge in retirement activity. PERS projects a backlog of 10,000 eligibility 
determinations by the end of 2003-05. PERS is requesting continuation of temporary staffi ng to resolve the eligibility determination backlog. The 
Eligibility Backlog team consists of 9.00 limited duration FTE, all Retirement Counselor 1’s.

Member Benefi t Payment Adjustments/Reconciliations
Approximately 15 percent of all retirement calculations require adjustments or recalculations. The causes of benefi t modifi cations fall into the 
following general categories:
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• Members changing retirement options,
• Late arrival of service time, separation notices, and other information from employers,
• Final benefi t adjustments due to estimated payments,
• Error correction,
• Age 80 account adjustments; and, 
• Full cost purchases.

In 2003-05, PERS dedicated 5.00 FTE (4 limited duration) to address these complex payment adjustments based on 4,000 per year retirement 
volume. Due to an increase in retirement activity (12,000 new retirees in 2003) and the corresponding need for benefi t modifi cation, PERS does not 
expect to reduce the current backlog by 2005 and requests additional limited duration staffi ng.    

Additional staff will allow PERS to eliminate the current backlog by the end of 2005-07. PERS expects to achieve increased effi ciencies with the 
implementation of jClarety and the eventual replacement of RIMS to prevent further backlogs in this area. PERS requests 2.00 limited duration FTE 
(Retirement Counselor 2) for the 2005-07 biennium to remain in compliance with statutes and handle benefi t payment modifi cations.  

Clearing Account Backlog Support
PERS uses clearing accounts to ensure correct dollar amounts are transferred among various reserves when members retire, make service time 
purchases, or withdraw their account. An outstanding clearing account balance indicates a problem in the transfer of reserve amounts or an 
incomplete transaction, fl agging potential errors or omissions that can affect a member’s benefi t or fi nancial reporting accuracy.

Researching and correcting clearing account exceptions is broad and complex in nature and requires intervention of experienced staff. With PERS’ 
most knowledgeable staff diverted to higher priorities, the backlog grew. PERS estimates 5,500 transactions need to be analyzed and cleared. While 
the Data Quality Assurance Section may correct some of these, most will require specifi c handling.

PERS requests resources to establish a Clearing Account Backlog Team. This limited duration team is composed of staff with specifi c research and 
analysis skills to review and correct all new and backlogged clearing account exceptions during 2005-07. With the elimination of the backlogs and 
stabilization of the agency, current staff will be able to address ongoing clearing account exceptions in the 2007-09 biennium and beyond.

PERS requests 7.00 limited duration FTE (Retirement Counselor 1). This staffi ng level is based on an average time of three hours to clear and correct 
one exception. With the current backlog of 5,500 exceptions and an estimated 2,400 new exceptions in 2005-07 biennium (based on 20 percent of 
6,000 retirements per year), it will take approximately six FTE to meet the agency’s needs. With the loss of effi ciency required for training, PERS 
requests seven FTE to ensure that the project’s goals are met by the end of the 2005-07 biennium.  
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Business Rules
Business rules must be written to ensure proper implementation of the new OPSRP program. The rules provide the fundamental building blocks of 
PERS’ business processes and guide creation of policies and procedures, user documentation, administrative rules, and system development. Without 
a complete set of business rules for OPSRP, the risk of inconsistent agency practices and service increases. 

The agency created a Business Rule Team in the 2003-05 biennium to develop a complete library of business rules for the Tier One-Tier Two plan. 
OPSRP requires an estimated 800 total business rules (based on a similar number for the current PERS’ Tier One-Tier Two plan). Approximately 380 
of the 800 OPSRP business rules will be completed by the end of the 2003-05 biennium, due to an overlap between the plans, leaving a backlog of 
approximately 420 rules to be completed.

PERS requests funding and position authority to continue the 2003-05 Business Rules Team through the 2005-07 biennium. The current team’s 
familiarity with the development of business rules allows a seamless transition to focus on the needs of the OPSRP plan. With 420 business rules to 
be completed, at approximately 30 hours per rule, three limited duration FTE remains suffi cient for a full biennium.

Revenue Source:
Revenues to fund administrative expenditures are obtained from the various PERS trusts and activities in accordance with statute and administrative 
rules. Costs are appropriately assigned to these trusts and activities through the PERS cost allocation system.

2007-09 Fiscal Impact
PERS does not anticipate any impact in the 2007-09 biennium at this time, provided external environmental factors remain stable and the RIMS 
replacement system allows for greater effi ciencies and fewer manual calculations.
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Operations

104  PERS Reform Legislation Implementation

Package Description
Purpose:
Fully implement PERS reform legislation with the completion of benefi t set up and issuances and completion of the COLA recalculation/
reinstatement project.

How Achieved:
PERS is requesting 34.00 limited duration FTE and $4,042,282 in Other Funds limitation to complete implementation of 2003 Legislation during 
the 2005-07 Biennium. All positions requested were approved in the 2003-05 biennium. New legislation passed in 2003 resulted in PERS oversight 
of multiple long-term projects. These resources will help complete the projects mandated by the 2003 legislature. While PERS will fully implement 
some of these projects in 2003-05, the new programs will not take full effect until 2005-07. The implementation projects and related resources are 
detailed as follows:

Human Resources Support
PERS is requesting 34 limited duration staff to support the new legislation and an additional 48 limited duration staff to support other agency 
initiatives. While many of these staff will be hired during 2003-05, PERS requires ongoing recruitment support. Human Resources is involved when 
a limited duration position ends, due to specifi c processes related to layoff rights required under the bargaining agreement. To properly support these 
activities, PERS requests a 1.00 limited duration FTE (Human Resource Analyst 1) to support the hiring and termination of approximately 82 limited 
duration staff.

Facility Support
72nd Avenue Building:
The agency needs to seat the 87 limited duration positions and another 30 contract workers in 2005-07 biennium, in addition to 270 permanent 
staff. During 2003-05, PERS leased 15,009 sq. ft. at 72nd Avenue in Tigard, to accommodate approximately 120 staff at full utilization.  While 
space requirement estimates lack certainty, PERS anticipates full utilization for 2005-07. Many limited duration staff will terminate at the end of the 
2005-07 biennium, and the current lease agreement could be extended through October 31, 2008, with negotiable fi nal year’s costs. To continue the 
building lease through the end of the 2005-07 biennium, PERS is requesting an increase in its Facilities Rent by $578,881.  This calculation refl ects 
the signed lease agreement ending November 2006 extended throughout the biennium, with a 6% infl ation rate at the same sq. footage.
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Mail Services:
To provide mailroom, minor building support, and staff and mail shuttle service for the leased offi ce space, a limited duration position was approved 
during the 2003-05 biennium. PERS is requesting the continuation of the 1.00 limited duration FTE  (Mail Services Assistant) to continue this 
support for the 72nd Avenue offi ce in 2005-07.

HB 2003 COLA Benefi t Recalculation/Reinstatement 
The 2003 Legislature created a statutory revision under HB 2003 to eliminate cost-of-living-adjustments (COLA) for a defi ned set of retirees, until 
readjustment of benefi ts due to past “over-crediting”. This project includes the following activities:

• Identify affected retirees and disable related COLA increases.
• Recalculate benefi ts for 30,500 accounts.
• Measure and monitor growth of recalculated benefi t against “frozen” benefi t.
• Reinstate COLA once the recalculated benefi t meets or exceeds the “frozen” benefi t.

While PERS initiated the project in the 2003-05 biennium most work will begin in the second half of the 2003-05 Biennium.  An estimated two 
to four years will pass before a retiree’s COLA can be reinstated, and the recalculation and reinstatement of COLA will not begin until the COLA 
deferral period has passed. COLA suspension will be different for each member depending on when they retired. This places the majority of project 
work in the 2005-07 biennium.

PERS plans to continue the COLA Recalculation and Reinstatement Team through the end of the 2005-07 Biennium. This staffi ng level was 
approved in 2003-05, but the staggered nature of the COLA project allowed PERS only one year of effective use out of the requisite three year 
period. The team is composed of 22.00 limited duration FTE, assuming it takes 3.25 hours to recalculate and notify a member. With this resource, 
PERS anticipates reinstating COLA on most eligible retiree benefi ts by the end of 2005-07. The position detail for this team is as follows:

• 1.00 FTE Project Coordinator
• 2.00 FTE Program Technician 1
• 10.00 FTE Retirement Counselor 1
• 7.0 FTE Retirement Counselor 2
• 2.00 FTE Offi ce Specialist 2

Modifi cations Included in Legislatively Adopted Budget - LFO Analyst Adjustments (SB 5558-A): 
As a result of the March 8, 2005 Supreme Court ruling related to the Strunk lawsuit, the Joint Subcommittee approved changes to the package to 
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refl ect the estimated operational impact.  This resulted in eliminating 22 limited duration full-time positions (22.00 FTE) which were established  to 
continue the COLA Recalculation and Reinstatement Team.  The revision also includes reductions of $2,061,959 Other Funds expenditure limitation 
for Personal Services and $128,700 Other Funds expenditure limitation for Services and Supplies.

HB 2020 Benefi t Set-up and Issuance
The legislatively approved OPSRP plan (HB 2020) included a defi ned benefi t (Pension Program) and a defi ned contribution program (Individual 
Account Program). The defi ned contribution program utilizes a third-party administrator for most services, while PERS administers the Pension 
Program. The implementation of the Benefi t Set-up and Issuance activities of the Pension Program require the following activities:

• Develop calculation and payment authorization processes and procedures.
• Participate in system development (jClarety) to automate the processes and procedures.
• Develop policies and training curriculum for staff.
• Calculate or authorize benefi ts under the new plan.

Five permanent and four limited duration FTE were approved for 2003-05 to support these activities, much of which was deferred into the later part 
of the 2003-05 biennium. Most of the systems and process development that will occur in the 2005-07 biennium required implementation of key 
jClarety components fi rst. Thus, PERS is requesting the continuation of the 3.00 limited duration staff originally approved in the 2003-05 biennium. 
PERS will fully implement the benefi t set-up and issuance processes for the OPSRP Pension Program by the end of 2005-07. Permanent staff 
approved in 2003-05 will then cover ongoing program activities. The limited duration staff requested is as follows:

• 1.00 FTE Retirement Counselor 2
• 2.00 FTE Offi ce Specialist 2

HB 2020 Employer Data Exchange Support
The new jClarety software contained a web-based data and contribution collection package called “Employer Data Exchange” (EDX). This new 
process changed employer remittance of data and contributions to PERS to a web-based model, with the goal of reducing staff time and data errors 
for both sides. Although the Legislature provided PERS four months to implement the new system, not all aspects of this component will be fully 
implemented. A limited duration position was approved for the 2003-05 Biennium to assist with system development, process design, and employer 
training related to the data and contribution receipts component of the OPSRP implementation. PERS requests this ongoing system development and 
employer support through the 2005-07 biennium with 1.00 limited duration FTE (Program Technician 1) to ensure full implementation of the EDX 
component of jClarety. 
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Legislative Implementation IT Support
To assist with the implementation of the 2003 legislation, PERS was authorized to hire additional staff, both permanent and limited duration. The 
130 additional staff positions required increased IT support that led to the hiring of new IT staff. This supplemental staff provides services such as 
application analysis, desktop installation and maintenance, and helpdesk coverage. This additional resource ensured that the agency’s network and 
production systems were extended to the new staff without impediment.

PERS anticipates the need to continue or add over 80 positions for the 2005-07 biennium.  Adding the requested 6.00 limited duration FTE will 
ensure all PERS staff receives proper IT support. While most of these positions will be obsolete as the large number of limited duration positions end, 
a portion of these IT positions may still be required to address new permanent staff’s needs. To ensure that adequate IT support to all PERS staff, the 
agency is requesting the following limited duration positions through the end of 2005-07:

• 1.00 FTE Information Systems Specialist 7
• 1.00 FTE Information Systems Specialist 6
• 2.00 FTE Information Systems Specialist 4
• 1.00 FTE Information Systems Specialist 3
• 1.00 FTE Information Systems Specialist 2

Modifi cations  Included in Governor’s Recommended Budget:
• Change one limited-duration, full time Information Systems Specialist 3 (1.00 FTE) position to a limited-duration, full-time Information 

Specialist 2 (1.00 FTE) position.
• Change one limited-duration, full time Information Systems Specialist 6 (1.00 FTE) position to a limited-duration, full-time Information 

Specialist 5 (1.00 FTE) position.
• Change one limited-duration, full time Information Systems Specialist 7 (1.00 FTE) position to a limited-duration, full-time Information 

Specialist 5 (1.00 FTE) position.

2007-09 Fiscal Impact
No fi scal impact is anticipated in the 2007-09 biennium.  PERS expects full implementation of 2003 reform legislation, as adopted, by the end of the 
2005-07 biennium.
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Operations

105  Information Technology Initiatives

Package Description
Purpose: 
Five initiatives to strengthen and enhance services provided by the Information Services Division.  
• Reduce the number of days it takes to retrieve microfi lmed documents when providing customer service to members by providing microfi lmed 

member records in an electronic format to PERS staff for immediate access at their desktop.  
• Improves the knowledge base of IS staff by hiring staff with a foundation in programming languages new technology is written in.  
• Provides the training required to operate, support, and maintain the new jClarety system.  
• Ensures suffi cient maintenance of existing PERS IT infrastructure.  
• Creates a temporary Data Quality Assurance Section to reduce the backlog of inaccurate data fi xes that are needed in RIMS.  

How Achieved:
PERS requests expenditure limitation of $3,011,210 Other Funds, and position authority for 17.00 limited duration FTE to improve services in the 
Information Services Division.

Document Imaging
All member documents are microfi lmed by PERS’ Imaging and Information Management Section (IIM).  The process takes approximately fi ve days 
from the date the document is received by PERS to when the fi lm is developed and available for agency use.  When a document is requested, IIM 
staff prints a copy of the document and then sends the photo through interoffi ce mail to the requestor.  The entire fi lming and retrieval process can 
take 6 days before a user can see a document and respond to the member.  

PERS proposes to eliminate both the fi lming and the retrieval lag times by making documents available to staff within 24 hours of receipt.  Currently, 
all new documents are digitized; however, PERS has approximately 20 million documents on microfi lm to be converted to a digital image, much of 
which supports upcoming retirements.  After these targeted documents are digitized, any authorized employee can pull-up an entire member fi le on 
their desktop PC within seconds.  

PERS proposes the use of 8.0 Offi ce Specialist 2 FTE, for two years, to convert all of the microfi lmed documents for those members who will be 
retiring in the next 10 years.  The request also includes $75,000 to purchase an additional scanning unit and associated software to reduce the risk of 
serious interruption to productivity and allow the agency to more quickly realize its goal of making documents available online.
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Included in Governor’s Recommended Budget as modifi ed:
• Change six limited-duration, full time Offi ce Specialist 2 positions (6.00 FTE) to six limited-duration, full time Offi ce Assistant 1 positions (6.00 

FTE).
• Change two limited-duration, full time Offi ce Specialist 2 positions (2.00 FTE) to two limited-duration, full time Offi ce Specialist 1 positions 

(2.00 FTE).

Improve Programming Knowledge Base
PERS requests expenditure limitation and position authority for 2.0 permanent FTE to provide development, enhancement and modifi cation support 
for the Agency’s pension administration system. 

The positions will provide the appropriate skill set required to effectively support the new technology brought on by the implementation of jClarety.  
With the current implementation of jClarety for the HB2020 plan (i.e., OPSRP/238A) and the expected implementation of jClarety to accommodate 
the existing PERS plan (i.e., the 238 plan), the Software Engineering Section of the Agency needs to build the appropriate skill set to effectively 
support the new technology upon which jClarety is built.

The Agency is transitioning away from the old legacy COBOL skill set to the new Java/J2EE/SQL skill set that supports the platform of the jClarety 
system and PERS’ future development efforts.  There is currently no one on staff who possesses the technical skills necessary to develop programs 
that will integrate into or support jClarety.  PERS is entirely reliant on outside contractors for support of its major line of business application. In 
order to reduce risk in the project and enable ongoing support during and after implementation, PERS needs to hire qualifi ed staff so that it can 
develop internal knowledge and expertise while the system is being implemented and while the expertise of our integration partner (Covansys) is 
installing the system.  PERS requests two ISS8 level positions to serve as senior Analysts/Developers during and after the implementation of jClarety 
(for HB2020 and RIMS replacement).  These positions will be fi lled with individuals that have signifi cant experience in Java, J2EE, SQL and other 
tools that are key components to the jClarety platform.  Once these positions are fi lled, the incumbents will also serve as trainers and mentors to 
existing staff.

Included in Governor’s Recommended Budget as modifi ed:
• Change two permanent, full-time Information Systems Specialist 8 positions (2.00 full-time equivalent) to limited-duration status.

ISD Staff Training
The agency’s legacy computer system, Retirement Information Management System (RIMS), was developed in the 1980’s to satisfy existing 
requirements and workloads. For the past 15-20 years, information services staff was trained primarily to maintain RIMS, an application based on 
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outdated technologies of COBOL and CICS. In 2003, PERS chose a new business application, jClarety, to accommodate the needs of PERS reform 
legislation. The new Java-based application will deliver much needed functionality into the foreseeable future.  Because the existing staff skill set is 
focused on outdated technology and training, the implementation and support of the new system depends heavily on outside contracting services.

PERS plans to move the jClarety support in-house to ensure security, control and cost effectiveness. Information Systems Division (ISD) staff require 
training to support, modify, and enhance the new system, as well as other new IS infrastructure components. The transition begins in the 2003-05 
biennium and will be continued through 2005-07. Thereafter, PERS’ plan is to continue enhancing staff skills as new technologies emerge.

PERS requests $144,000 other funds limitation to provide an average of $3,000 of specialized IS training per FTE position in the division.  PERS 
currently allocates an average of $1,000 in training per FTE, agency-wide.

Included in Governor’s Recommended Budget as modifi ed: 
• The Governor’s Recommended Budget reduces the requested specialized IT training increase to $75,000 for focused ISD training.

IT Infrastructure Maintenance
The onsite information technology (IT) environment at PERS doubled during the 2003-05 biennium due to implementation of jClarety and the 
addition of over 130 full-time permanent and limited duration staff and a second, offsite location. The new IT environment contains components 
critical to PERS business operations, but its ongoing maintenance costs are not fully funded in the base budget. PERS requests an additional 
$1,458,000 other funds limitation in its data processing budget to meet its IT environment maintenance needs to ensure full infrastructure support.

Information Technology Asset Management
PERS requests an increase of $75,000 Other Funds to enable the agency to comply with the State’s technology asset management objectives in the 
DAS Information Technology Asset Inventory/Management policy (#IRM 107-004-010), which fulfi lls state obligations under ORS 184.473, the 
State Enterprise Information Resource Management Strategy, and the Governor’s priorities relating to government effi ciency and effectiveness.  
The components that make up the costs associated with this request include: purchasing the asset management component to the agency’s current 
call tracking application; increasing the number of licenses to support the growing user population; purchasing appropriately sized hardware for the 
application; acquiring consulting services to help set up and confi gure the servers and software; and, staff training to ensure that the application is 
running correctly and that the overall objective of an accurate inventory management procedure is attained.  

Not included in Governor’s Recommended Budget:
• The Governor’s Recommended Budget directs PERS to undertake its technology asset management initiative with available resources to fulfi ll 

state obligations under the State Enterprise Information Resource Management Strategy.
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Data Quality Assurance Section
The Retirement Information Management System (RIMS) contains inaccurate or missing data. Data errors result in incorrect member information, 
incorrect or delayed benefi t payments, and prevent the set-up of member benefi ts. Often data errors must be “fi xed” by direct intervention to the 
database instead of standard user input screens. Staff must analyze each database fi x due to the interdependent complexity of the system. The time 
spent on each fi x varies: some fi xes are analyzed, approved, and implemented within hours while other fi xes can take one or more team members 
days of work.

PERS estimates there are 10,000 data errors pending with 50 new data errors discovered each month. This volume exceeds the capacity of the 
existing ad hoc team. PERS proposes creating a limited duration Data Quality Assurance Section of subject matter experts to research, analyze, and 
correct data errors. This focused team approach will eliminate the database fi x backlog while addressing any new data errors. The temporary Data 
Quality Assurance Section consists of 7.00 limited duration FTE:

• 1.00 FTE Project Coordinator 
• 3.00 FTE Program Technician 1
• 1.00 FTE Program Technician 2  
• 2.00 FTE Information Systems Specialist 6 

Included in Governor’s Recommended Budget as modifi ed: 
• Change one limited-duration, full time Program Technician 2 position (1.00 FTE) to a limited-duration, full time Principal Executive Manager B 

position (1.00 FTE).

Revenue Source:
Revenues to fund administrative expenditures are obtained from the various PERS trusts and activities in accordance with statute and administrative 
rules.  Costs are appropriately assigned to these trusts and activities through the PERS cost allocation system.

2007-09 Fiscal Impact
1) $117,600 for ongoing maintenance of the $251,000 Capital Outlay purchases with a life cycle of 5 years.
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Operations

106  Ratifi cation of Fee Revenue

Package Description
A request for the establishment of a fee to charge members for each additional retirement benefi t estimate of more than two estimates within a 
calendar year was submitted under the statutory authority of Enrolled HB 2401(5).  The fee of $60 per additional estimate covers actual costs.  OAR 
459-005-0250 was adopted and the fee became effective on January 1, 2004.  The current biennial revenue impact is estimated at $360,000 and is 
projected at $480,000 in the 2005-07 biennium.  This revenue reduces the amount of funds needed to be transferred from pension trust earnings to 
cover operating expenditures.

2007-09 Fiscal Impact
The agency anticipates continuing impact of $480,000 per biennium.  However, as web-based calculation tools are made available to members, 
multiple benefi t estimate requests may decline.
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Operations

107  RIMS Replacement

Package Description
Purpose: 
To enable the agency to operate more effi ciently and effectively through the implementation of a modern pension administration system (jClarety).  
This system will leverage the technology and investment the agency has already made to implement the jClarety system for the ORS 238A pension 
plan adopted in 2003 as part of PERS reform.

How Achieved:
The project eliminates the legacy Retirement Information Management System (RIMS) and greatly simplifi es the technical and administrative 
environment at PERS by providing one integrated retirement benefi t application for all plans and options.  RIMS replacement allows agency staff, 
customers and other stakeholders immediate access to plan data and other administrative features. This project integrates the functionality required 
for the PERS pension plan described in ORS 238 into the business application created for the new pension plan (OPSRP) established in 2003.  

PERS requests $1 Other Funds expenditure limitation as a placeholder until project planning, authorized by the April 2004 meeting of the Emergency 
Board, and the defi nition of project scope has been completed.  At that time, PERS will request an increase in expenditure limitation and position 
authority for the 2005-07 biennium to implement jClarety as the major component in the agency’s RIMS replacement strategy.  The project is 
anticipated to span approximately 44 months with fi nal completion occurring in the 2007-09 biennium.  

The agency’s major line of business application, RIMS, has been degrading rapidly and steadily over the past 10 years.  It is estimated that RIMS 
contains only 50% – 60% of the required functionality necessary for agency benefi t administration purposes.  This has led to numerous workarounds 
in the form of manual processes and off-line systems which, in turn, have led to broken processes, numerous data sources, ineffi cient work fl ows, 
inaccurate benefi t calculations and inadequate customer and member services.

When the new OPSRP plan was established in August 2003, the agency was also instructed to provide an automated pension administration 
system as soon as practicable.  In response to that instruction, PERS, through an emergency procurement process, selected jClarety as the pension 
administration system for the new plan.  The project to implement jClarety for OPSRP is scheduled to be completed in October 2005.
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Finally, PERS intends to further streamline its processes and operations by providing member and employer self-service modules.  This allows PERS 
customers and other stakeholders immediate access to plan data and other administrative features rather than rely on PERS staff to provide this 
information.

Staffi ng Impact:
PERS does not make a request for staffi ng at this time.  Initial estimates on staffi ng impact indicate an increase of 15 positions to be used as back 
fi ll for subject matter experts who will be assigned to the project during the requirements defi nition and implementation phases of the project.  This 
allows key personnel to focus on a successful design and implementation of the application without having to shift focus back and forth between 
project priorities and day-to-day operations.

Added in Governor’s Recommended Budget
• Establish three limited-duration, full-time Principle Executive Manager D positions (3.00 FTE)
• Establish two limited-duration, full-time Program Tech 2 positions (2.00 FTE)
• Establish one limited-duration, full-time Compliance Specialist 2 position (1.00 FTE)
• Increase the limitation from $1 to $15,117,125

Revenue Source:
The original jClarety project was funded initially from Certifi cates of Participation (COP).  PERS, as part of its trust fund stewardship 
responsibilities, will perform a cost-benefi t analysis of fi nancing this project with COP’s.  Revenues to fund administrative expenditures are obtained 
from the various PERS trusts and activities in accordance with statute and administrative rules.  Costs are appropriately assigned to these trusts and 
activities through the PERS cost allocation system.

2007-09 Fiscal Impact 
Continuation of the RIMS Replacement project has a 2007-09 fi scal impact of $10,264,273 Other Funds limitation, bringing total project costs to 
$27.5 million over the 44 month project period.  This provides funding for 6 limited duration positions through August 2008 (3.48 FTE).

Major Information Technology Projects $500,000+
This is a major information technology project that requires a business case, project proposal, IRMD approval and BAM approval.  The appropriate 
documents and forms are being submitted with the 2005-07 request budget.
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Operations

801  LFO Analyst Adjustments (SB 5558-A)

This package includes adjustments made to the Governor’s Recommended Budget.  The Joint Subcommittee made the following standard 
adjustments to operational costs associated with the administration of the agency’s various retirement related programs:

• Reduction of $253,578 Other Funds expenditure limitation for the PERS rate reduction from 15.52% to 14.63%;
• Reduction of $68,054 Other Funds expenditure limitation for the Attorney General rate reduction.

2007-09 Fiscal Impact
No fi scal impact is anticipated in the 2007-09 biennium at this time. 
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Operations

804  Assessment Rate Adjustments (HB 5176-A)

This package includes adjustments made to the Governor’s Recommended Budget.  House Bill 5176-A makes adjustments to 2005-07 budgeted 
expenditures for state agencies to refl ect the impact of a number of changes to DAS assessments and charges as well as several other assessments and 
charges, as follows:

• Reduction in the State Controller’s Division Oregon State Payroll System user charges;
• Reduction in the Mall Plaza debt service;
• Elimination of the assessment for the Progress Board;
• Reduction in the uniform rent rate for offi ce space of $.08 per square foot per month;
• Reduction in the fl eet rate;
• Reduction refl ecting the elimination of the Public Employees Benefi ts Board (PEBB) Wellness program;
• Reduction in telecom costs as a result of the Smart Buy program;
• Changes related to the recent restructure/rebuild of the DAS Information Resources Management Division, including a new assessment for a 

second phase of Cyber Security activities;
• Treasury Debt Management charges have been adjusted to refl ect updated information on Agencies’ relative debt levels and new debt issuances;
• Reduction in Library assessments consistent with the Legislatively Adopted Budget for the State Library;
• DAS Human Resouce Services Division charges have been adjusted to better refl ect workload;
• Reduction in Secretary of State Audits Division assessment consistent with the Legislatively Adopted Budget for the Secretary of State.

All the changes above result in a $115,529 reduction in Other Funds expenditure limitation to administrative and operating expenses.

2007-09 Fiscal Impact
No fi scal impact is anticipated in the 2007-09 biennium at this time. 
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810  Additional Ways and Means Adjustments (SB 5558-A)

This package includes adjustments made to the Governor’s Recommended Budget as a result of March 8, 2005 Supreme Court Strunk ruling.  While 
positions were eliminated in Package 104 (see pages 181-182), the Strunk ruling will result in an additional operational impact on the agency.  The 
package includes $2,985,614 Other Funds expenditure limitation for Personal Services and $944,050 Other Funds expenditure limitation for Services 
and Supplies.  This package also includes 33 limited duration full-time positions, 33.00 full-time equivalents (FTE), as follows:

In the Benefi t Payments Division: 
· One limited-duration, full-time Project Manager 1 position (l.00 FTE);
· Two limited-duration, full-time Program Technician 1 positions (2.00 FTE);
· Seven limited-duration, full-time Retirement Counselor 2 positions (7.00 FTE);
· Thirteen limited-duration, full-time Retirement Counselor 1 positions (13.00 FTE);
· Two limited-duration, full-time Offi ce Specialist 2 positions (2.00 FTE);

In the Information Systems Division:
· One limited-duration, full-time Support Services Supervisor 1 position (l.00 FTE);
· One limited-duration, full-time Information Specialist position (l.00 FTE);
· One limited-duration, full-time Offi ce Specialist position (l.00 FTE);
· Two limited-duration, full-time Data Entry Operator positions (2.00 FTE);

In the Customer Services Division:
· One limited-duration, full-time Administrative Specialist 1 position (l.00 FTE);
· One limited-duration, full-time Word Processing Technician 3 position (l.00 FTE); and

In the Policy, Planning and Legislative Analysis Division:
· One limited-duration, full-time Compliance Specialist 1 position (l.00 FTE).

2007-09 Fiscal Impact
The full impact of the Strunk ruling will be determined following the Supreme Court Ruling on the City of Eugene case.  At that time PERS will 
evaluate staffi ng needs and a timeline to fully implement the court decisions.
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Debt Service

Overview

This program accounts for debt service payments on Certifi cates of Participation that were issued to fi nance two major agency projects – the PERS 
headquarters building and capital costs associated with the OPSRP technology platform.

Although PERS has signifi cant resources available, COPs were utilized due to lower interest costs or higher lost opportunity costs related to 
alternative fi nancing methods.  The revenue source that services the COPs is Other Funds.  These two projects are described as follows:

 PERS Headquarters Building
 In the mid-1990’s PERS recognized that the former headquarters location in Portland could not serve the long-term needs of the agency.  As a 

result PERS, cooperating with DAS State Facilities, built a headquarters in Tigard in 1997 with land and construction costs fi nanced through the 
issuance of a COP.    The original $8.6 million COP was partially refi nanced in March of 2002 through the issuance of a second, lower rate COP.  
Earnings on the PERS fund will pay the remaining balance for the fi rst COP ($1.1 million as of 06-30-04) in May 2006, and the second COP 
($5.86 million as of 06-30-04) in May 2017.  

 Oregon Public Service Retirement Plan Information Technology Project
 The Legislature recognized that revenues from the IAP and Pension Program would not suffi ce to cover the initial start-up activity expenses.  As a 

result, the Legislature authorized PERS to borrow funds from the Tier One-Tier Two plan assets and to issue a COP.  After a cost benefi t analysis, 
PERS requested the issuance of a fi ve-year COP for $9,865,000 to cover the capital costs of purchasing and installing IT systems to support the 
OPSRP programs.  OPSRP contributions and earnings primarily service the COP debt.

Base Budget Adjustments

There is an increase of $2,091,668 in limited other funds debt service.  The increase in other funds debt service refl ects the addition of principal and 
interest payments for the Certifi cates of Participation used to fi nance the jClarety retirement management system application in 2003-05.  The debt 
service adjustment is made in accordance with budget instructions and based on established repayment schedules provided by DAS.
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Special Reports

Information Resource Management Plan

Introduction

In December 2003, PERS board members and executives held a retreat aimed at refocusing the agency on improving core business processes 
and laying a foundation upon which to improve customer service, enhance performance and rebuild the character and reputation of PERS.  Three 
important outcomes of that retreat were a new mission statement, a list of guiding principles that are to be used to help staff attain the vision and 
guide their day-to-day actions and a list of outcomes that the executive staff desires to see by December 2006.  More specifi cally, the outcomes are as 
follows:

Agency Mission Statement
 We are a well-respected organization that serves our members by enabling informed retirement and health benefi ts decisions and delivering 

retirement and health benefi ts effectively and effi ciently.

Guiding Principles
How well does a particular action or decision show that we are…

1. Trustworthy – We build trust internally and with all stakeholders.
2. Transparent – Our work is transparent, direct and open (recognizing timing around litigation and personnel issues).
3. Member-focused – We care about our members.  We assure that members receive their legitimate benefi ts.  We seek to understand and meet 

member needs.
4. Inclusive – We uphold our stakeholders’ right to provide input into decisions that affect them.
5. Objective – We administer the law objectively, not subject to political pressure or improper infl uence.
6. Straightforward – We strive for simplicity.  We aim to make our benefi ts and services easy to understand, straightforward to administer, and 

effi cient to implement.
7. Accountable – We do what we say we’ll do.  We make and keep commitments.
8. Data-protective – We maintain and improve the integrity of member data through our processes, business rules, decision-making, and any 

quick fi xes.
9. Aligned – We’re focused on our objectives.  We keep strategy and resources aligned, and deliver results, even as priorities change.
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10. Clear – Our communications are clear, consistent and concise, and meet stakeholder needs.
11. Courageous – We’re willing to make hard decisions in order to implement our strategy and to deliver according to the character of the 

organization.
12. Competitive – We understand the fi nancial implications of all our decisions and aim to operate competitively.
13. Careful – We anticipate and manage risks to support fi nancial stability for members, employers and taxpayers.

Desired outcomes by December 2006:
1. Respect – Key stakeholders (governor, legislators, members, employers, taxpayers, and staff) think we’re doing a great job.  We’re considered 

one of the best-run organizations in the state system.
2. Access – Members have easy, informed access to accurate account data and forecasting.
3. Self-direction – Member services are primarily self-directed.  Individual counseling for complex issues is delivered as needed.
4. Simplicity – Members are choosing from fewer, less complex options.  Choices have been simplifi ed in a way that is fi nancially neutral for 

members and employers.
5. Accuracy – We’re delivering benefi ts with very high accuracy.
6. Predictability – Members know the timeline for the benefi ts payment process and it’s entirely predictable.
7. Automation – Benefi ts access and other core processes are streamlined and consistent for members and staff.
8. Industry-leadership – We compare very well with industry service standards.
9. Policy Support – Legislative decisions are driving improvements in agency effectiveness because we’re providing excellent policy 

recommendations and decision support.
10. Cost savings – We’re achieving dramatic savings.  We’ve reduced spending in many areas.  Our costs are competitive.

In the months that followed the December retreat, the mission statement, the guiding principles and the desired outcomes have been reviewed, 
discussed, expanded upon and embraced by all levels of the agency.  Although still a work in progress, this fl eshing out process is turning into 
the strategic business plan for PERS.  All PERS divisions are in the process of reviewing their core processes, how they relate to the mission of 
the agency and then determining how to modify them, eliminate them or create new ones.  As a result of these strategy sessions, many important 
customer-focused initiatives and related activities are being formulated and acted upon by the agency.   Although the tactical implementation of 
these initiatives is varied, there are very clear themes that are evident throughout all of the divisions’ plans.  Many of these themes have signifi cant 
implications for information technology at PERS.  Some offer a clear direction and others suggest general trends and requirements.

The agency is focused on rebuilding its reputation throughout the member community.  There are several key aspects to the agency’s strategy for 
achieving this: 1) delivering on promises; 2) providing easy access to reliable information; and, 3) simplifying pension plans and the way members 
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and employers interact with the agency.   Every division has identifi ed these themes in their daily operations and in their focus for improvement.  The 
Information Services Division (ISD) is no exception.  As a result of the strategic planning sessions, ISD has formulated its own mission statement 
in support of the agency mission and has gone a step further in adopting a tag line that represents how the division wishes to be viewed by their 
customers.  The ISD mission statement is:

 To enable the satisfaction of PERS members, we deliver quality services to agency stakeholders by providing accurate information and superior 
products that support decision-making and daily operational needs.

This mission statement fi rmly establishes ISD as a support organization focused on members’ needs and strives to satisfy members by providing tools 
that allow PERS staff to be successful.  Furthermore, ISD staff has determined that, when all is said and done, speed, accuracy and reliability are the 
keys to fi rst-rate customer service and technology.  Therefore, the staff has adopted a tag line that reads:

 Information Services Division
      Fast. Accurate. Reliable.

As a natural extension of the strategic planning process, ISD has reviewed its operations and has aligned its activities specifi cally to meet the goals 
of the organization.  This Information Resource Management (IRM) plan is PERS’ fi rst attempt at aligning ISD activities to the strategic plan of 
the agency.  PERS anticipates that this will be an iterative process and that the strategic alignment of technology planning will become more tightly 
integrated into the overall agency strategic planning effort as time goes on and the results of our early efforts are known.  The following sections of 
the IRM have been developed based the themes that have emerged from the division-level strategic planning sessions.

Retirement Information Management System (RIMS) Support and Replacement

The single most important aspect to the IRM plan is the ongoing support and eventual replacement of the main line of business (LOB) application 
for the agency.  In fact, nearly all of the technology decisions that the agency makes somehow involve RIMS or RIMS replacement.  RIMS is the 
key LOB application for the agency.  Until the end of the legislative session in 2003, RIMS was the software application that managed all member 
retirement information and tracked each member’s employment history and contribution data.  RIMS is a legacy application that was developed 
over 14 years ago using COBOL, CICS, IMS and other mainframe based components.  By some estimates, RIMS provided only 80% of the 
needed functionality when it was delivered and that percentage has declined steadily ever since.  Today’s estimates suggest that RIMS is capable of 
performing only about 50% of the needed retirement calculations on a consistent basis.  
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The causes for the steady decline of RIMS are many.  Some of the major ones are: 

• The dynamic nature of the pension plan that RIMS supports and the frequent need for changes due to retirement plan adjustments requires 
constant code modifi cations and process changes;  

• The legacy platform upon which the system was built is complex and, by today’s standards, infl exible;
• The system itself is complicated and is comprised of over 1,000 program modules and 400 reports;
• Documentation for RIMS is scarce, and where available, outdated;
• Lack of investment in RIMS enhancements and modifi cations;
• Most of the technical expertise for the system is no longer available; and,
• Poor data quality due to the lack of edits, inaccurate calculations, and multiple data sources (over 850 employers provide data to the system).

Over the last several years, there have been a few attempts to replace RIMS.  Previous attempts have failed because the replacement strategy 
contained too much risk and required too much organizational change to be practical.  These strategies were based on a custom-build model 
for which the agency was clearly not prepared.  To further amplify the effect of the problems in RIMS, investment in RIMS enhancements and 
modifi cations was stopped because, it was believed, RIMS was soon going to be replaced.  

This lack of investment in RIMS maintenance, together with the other issues mentioned above has severely and adversely impacted PERS’ ability 
to do business.  A rapid succession of retirement plan changes, a continued under investment in RIMS, an increase in the number of retirements to 
process and increasingly unreliable data have created an environment of backlog, inaccurate calculations and mistakes.

In response to these operational issues and in alignment with the agency mission statement, PERS will focus information technology resources in the 
following areas.

RIMS Stabilization and PC Application Development 
As stated above, RIMS currently provides about 50% of the needed functionality.  The result is that numerous manual processes, offl ine systems and 
work-arounds have been developed to try and clear the growing backlog of work.  More importantly, the effect on the staff and the agency is that 
the majority of the effort expended is directed toward trying to stay afl oat and clear backlogs.  During the past year, the headcount at the agency has 
grown signifi cantly in an effort to reduce the backlogs manually.  

In response to this, a key ISD initiative is to invest resources in RIMS stabilization in order to add some of the needed functionality to the system so 
that the backlog pressure can be alleviated.  There are currently several signifi cant projects as well as numerous minor projects underway in the 03-05 
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biennium that are focused on alleviating some of the strain placed on the agency by calculations and other requirements that are currently handled 
manually. 

Similarly, ISD staff is delivering PC applications and other tools to help reduce the agency’s backlog.  These tools, even though they are understood 
to be temporary measures, will allow the agency to be more responsive to member needs until the RIMS replacement project has been completed.  
Since our preliminary estimates indicate that the replacement project will take about 40 months, the development of these tools is essential to 
fulfi lling the agency mission in the interim.

These projects will have the dual benefi t of helping to clear the existing backlog of work as well as freeing up subject matter experts for the upcoming 
RIMS replacement effort.  Until this backlog is under control, PERS will not be able to achieve its mission and, just as importantly, will not be able to 
focus on upgrading its technology to a level needed to meet many of its objectives by 2006.

RIMS Replacement
It is without argument anywhere in the agency that RIMS needs to be replaced.  Any stopgaps implemented as part of the agency’s stabilization 
initiative can only be viewed as temporary.  The technical platform, available skill sets of staff and capabilities of the system are simply not fl exible 
or powerful enough to fulfi ll the agency’s objective of providing easy access to accurate and reliable data and information to support retirement 
decisions.  

Therefore, the agency is currently pursuing a replacement strategy for RIMS.  The strategy involves implementing a third-party software package that 
is specifi cally designed for public pension system administration.  The same system is currently being implemented for the new pension plan that was 
passed by the 2003 legislature (known as OPSRP or the 238A plan).  This 40-month project will incorporate both plans into one platform and will 
streamline access to information for staff, members, employers and other stakeholders.  In addition, the new web-based, confi gurable technology will 
allow a faster turn-around time for future plan changes and enhancements.  

The expected start date for this project is July/August 2005.  

Data Conditioning
As mentioned above, PERS suffers from poor data quality.  The sources of poor data are numerous and include employer data feeds with bad data, 
inaccurate or non-existent validation checks on data input screens, poor programming logic, data incongruities that RIMS calculations cannot handle, 
incomplete member records, multiple data sources, etc.  A recent analysis of the types and frequency of bad data determined that there are over 
76,000 known PERS records with data quality problems. Some records may have only one error and others may have multiple errors.  This suggests 
that between 25 and 30% of all the records in PERS have at least one data problem.  
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Historically, PERS has followed a ‘just-in-time’ approach to correcting data errors.  A database fi x committee fi xes only member records that require 
immediate attention.  The fi xes take between 3 and 6 hours per record to complete because they are primarily done manually and require the expertise 
of only a handful of subject matter experts who understand the plan options enough to ensure accuracy.  At this rate of correction, it would take PERS 
over 450,000 person hours to fi x all known data problems.  Stated another way, it would take a 10-person team over 21 years to complete the task 
using the current method.  

Clearly, PERS needs to become more aggressive in its approach to data quality.  The risks associated with poor data quality include litigation, 
customer dissatisfaction, inaccurate payments and many others.  Therefore, PERS will undertake a data-conditioning program that will provide a 
permanent, long-term focus on data quality and will automate the cleaning of data based on risk, prioritization and categorization. 

Staff Augmentation and Skill Set Enhancement
PERS is in a transition period and requires technical staff and skill augmentation to fulfi ll the agency’s mission.  First, the agency has grown 
signifi cantly during the course of the 03-05 biennium.  Approximately 100 employees have been hired in order to work through the backlogs of 
calculations brought on by recent legislation and inadequate systems.  As a result, the workload for ISD technical support has increased dramatically 
because of the requirement for additional desktop computers, training, helpdesk support, system administration, additional servers, etc.  To support 
this temporary increase in users, the Technical Operations Support section needs to be expanded until the agency returns to its original size.  
Therefore, TOS staff will be augmented with limited duration positions in order to provide fast, accurate and reliable service during this transition 
period.

Second, PERS is undergoing a dramatic transition from a legacy COBOL/CICS environment to a J2EE/Java/SQL environment.  This shift in 
technologies is a major undertaking for the agency.  While the move to the new technologies will position the agency for faster and more reliable 
service to customers in the future, the transition of the ISD staff to the new skill sets will take a combination of training, mentoring and new hires.  In 
anticipation of this transition, PERS is developing a two-pronged approach.  

First, the training budget in ISD will be increased to allow staff to be trained in the appropriate skill sets.  The training will focus on the new 
technologies and will be offered to ISD staff that demonstrates the willingness, desire and capability to become profi cient in the new technologies.  
Second, PERS will establish two senior-level positions (ISS8) that will be fi lled with people who are highly experienced in the new technologies.  
These positions will serve as analysts/developers/mentors and will begin the conversion and development of supporting systems that will integrate 
into the new environment.  In addition to their development responsibilities, these new positions will also be responsible for training and mentoring 
existing staff in the new technologies. 
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Document Digitization and Workfl ow
An important requirement in the agency’s mission is the ability of staff and other stakeholders to have ready access to reliable information.  One 
aspect of this requirement has already been discussed in relation to data quality.  Another aspect of this is PERS’ ability to coordinate, manage, 
retrieve and share copies of member forms and documents.  PERS is a document and data-driven agency.  Most activities begin with a member fi lling 
out a form and sending it to PERS.  These forms become part of the member’s retirement record and are, as a matter of regular business, referred to 
throughout the member’s lifetime in the retirement system.  

In addition, these forms become legal documents and often govern the disposition of a member’s pension funds (i.e., upon retirement, death, 
divorce, disability, etc.).  At the present time, PERS manages over 20 million retirement-related documents.  The vast majority of these documents 
are microfi lmed and stored in the agency library and at the State Archival Offi ce.  PERS has created a database to help manage the roll and frame 
numbers associated with member documents contained on microfi lm.  When a PERS employee needs access to a member’s document, he/she looks 
up the member in the database and sends a request for the document to the Imaging and Information Management (IIM) section of ISD.  IIM staff 
then fi nds the roll of microfi lm that contains the member’s document and prints the document on paper and sends the paper to the requestor via 
interoffi ce mail.  This process takes, at best, several hours to accomplish and since there is little coordination between sections, the same document 
may be requested by a different employee at a different time and the process starts over again.  

In an effort to make access to documents faster, more reliable and more effi cient, ISD is conducting a pilot project to digitize the images currently 
stored on microfi lm and delivering them through the existing workfl ow system.  This method of document deliver has the advantages of eliminating 
the need for document delivering using interoffi ce mail (thus greatly reducing the time it takes to receive a document) and of making the same 
document available to all employees who are authorized to view it (thereby eliminating duplication of effort when more than one employee wants to 
view the document).  

If the pilot proves successful, PERS will accelerate the conversion of microfi lmed documents using a ‘just-in-time’ methodology.  The methodology 
will be designed in such a way as to predict the most likely member documents to be needed in the foreseeable future.  For example, the back fi le 
conversion is likely to digitize the documents for members who are eligible to retire within the next 1 to 5 years.

This project is expected to increase effi ciency and effectiveness of the agency by providing ready access to documents that are required to answer 
member questions and provide the basis for retirement calculations.

BUDGET NARRATIVE

Agency Request Governor’s Recommended Legislatively Adopted Budget Page

2005-07 107BF02

229X



Information Security 
PERS systems maintain sensitive member data.  Social security numbers, salary information, addresses and medical information are only some of the 
data elements contained in agency systems.  PERS has a responsibility to its members to ensure that this information is kept confi dential and secure.  
To fulfi ll this responsibility, PERS has conducted a vulnerability and risk assessment in the 03-05 biennium.  This assessment has reviewed policies, 
procedures and systems to identify areas of weakness.  The second phase of this security project will commence in the latter half of 2004 and will 
focus on developing appropriate policies and procedures that enhance PERS’ ability to protect member data. It is expected that current limitation will 
be adequate to complete the implementation phase of this security assessment and risk mitigation project, however, PERS will continue to develop 
our security practices and will work with the State Cyber Security Center to ensure that agency procedures follow State rules and guidelines.

Summary
This IRM plan is meant to convey the key elements of PERS’ strategic technology direction.  The agency will only make investments in technologies, 
applications and projects that are closely tied to its mission and at a time when the agency is able to successfully integrate them into ongoing 
operations.  PERS management recognizes that effi cient and effective use of technology is vital to the success of the agency and, more importantly, 
management also recognizes that a deliberate measured approach to implementing technology is the best way to reduce risk and increase the 
likelihood of success for large projects.  

The agency has experienced a signifi cant drop off in its ability to respond to member needs.  The fi rst step in fulfi lling its mission and achieving its 
desired outcomes is to perform better soon.  The near-term focus is on restoring the agency’s ability to satisfy requests in a reasonable timeframe.  
Once this is accomplished and daily operations are less burdensome, PERS will direct its attention to RIMS replacement.
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Audits Response Report

PERS has undergone four audits that included signifi cant fi ndings during the 2001-2003 biennium, and 2003-2005 biennia to date. Three of the audits 
were conducted by the Secretary of State, Audits Division, and were: State Agency Energy Conservation 2001, Benefi t Calculation, and Internal 
Auditing Functions in State Agencies. In addition, the Joint Legislative Audit Committee completed a review of the administration of the Oregon 
Savings Growth Plan.

Energy Use

The audit concludes that PERS did not reduce energy use at its Tigard building to meet the governor’s State Energy Conservation Plan that began in 
January 2001. The plan calls for a 10 percent reduction in energy use at state-owned facilities. The audit states that for January through June 2001, 
PERS used 3.1 percent less electricity than expected and 30.9 percent more natural gas than expected. In the period since the audit, the Department of 
Administrative Services has been tracking PERS’ energy conservation efforts and concluded as of March 2004 that PERS is meeting the 10 percent 
reduction requirement.

Benefi t Calculations

The audit concluded PERS did not always accurately calculate retirement benefi ts and could improve controls over retirement benefi t calculations. 
The audit sampled 200 benefi t calculations and determined that 15 percent included errors resulting in a fi nancial impact to either the benefi t 
payments, or to transfers of funds between pre-retirement and retirement reserves. While the number of errors was high, the dollar value of errors 
above or below the correct value was relatively narrow. In addition, the audit concluded 15 percent of calculations included non-fi nancial processing 
errors. The audit report recommended PERS correct identifi ed errors, emphasize accuracy over speed, ensure proper calculation reviews, create a 
process to ensure staff receive and review all documents pertinent to a calculation, ensure consistency between the various programs in calculating 
employer reserve charges and calculating member ages.

PERS agrees with the audit’s fi ndings and is taking multiple approaches to implement the recommendations. PERS corrected all calculation and 
documentation errors identifi ed before the audit report’s publication date. To improve benefi t calculation accuracy, management instituted additional 
calculation oversight and review. Additionally, efforts to remediate and replace the agency’s core pension system (RIMS) continue. Finally, the 
agency successfully implemented document and workfl ow management capabilities within several processes. The agency is expanding these 
capabilities to other key processes that will result in improved calculation accuracy.
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Policy packages 101 and 103 directly relate to the agency’s efforts to increase benefi t calculation accuracy. Package 101 increases core internal 
training ability, reduces the retirement benefi t calculation section’s span of control by requesting additional staff to oversee calculation processing, 
and increases validation of documents and data used for retirement calculations. Package 103 requests staff to resolve accumulated workload to 
ensure benefi t payment processing is timelier, accurate, and more effi cient.

Internal Auditing in State Agencies

This engagement was a follow-up review to a 1996 audit conducted by the Audits Division. The objectives were to identify improvements in state 
internal audit practice since 1996, and show areas of continuing need. The audit concluded that PERS’ internal audit function complied with the 
majority of recommended internal audit best practices. The audit recommended the internal audit section undergo an external peer review and 
develop an internal assessment of the internal audit activity. The internal audit director is working with members of the state’s Chief Audit Executive 
Council to obtain an external peer review and expects to complete the process by March 2005. Internal audit is now conducting post engagement 
surveys with PERS management to assess the usefulness of each review. 

Review of the Administration of the Oregon Savings Growth Plan

The Joint Legislative Audit Committee conducted an evaluation of the administration of the Oregon Savings Growth Plan (also known as the deferred 
compensation plan). The review reported positively on the plan’s administrative costs and customer satisfaction. The committee recommended that 
PERS develop a staff cost allocation methodology that is based more on empirical data. PERS modifi ed its cost allocation methodology shortly after 
the review to increase reliance on empirical data. Currently, the agency’s budget section is revisiting the cost allocation methodology for effi ciency 
and effectiveness.
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Affi rmative Action Report

The tables below shows PERS progress on our long-range goals set for 03-05 and 05-07 biennium.  The fi rst table is by underutilized job group 
categories and the second is by equal opportunity categories.  

A.  By Job Group Categories

JOB GROUP 
CATEGORY

JOB GROUP 
NUMBER

03-07 LONG 
RANGE 
GOALS

03-05 LONG 
RANGE 
GOALS

EMPLOYEE 
NUMBERS 
JUNE 2003

EMPLOYEE 
NUMBERS 
APRIL 2004

CHANGE MET 03-05 
GOAL?

WOMEN
Middle 
management

A01 2 1 8 13 +5 YES

PEOPLE OF 
COLOR
Middle 
management

A01 1 1 3 5 +2 YES

Upper 
management

A02 1 1 2 2 0 NO 

Personnel/
Employment*

B10 1 1 5 8 +3 YES

Program coord/
analyst

B16 2 1 1 2 +1 YES

Administrative 
support

F00 1 1 5 10 +5 YES

* B10 includes retirement counselors 1 and 2.  This group makes up our largest job classifi cation at PERS or approximately 36% of our positions.
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PERS met many of the long range goals for the 03-05 biennium.  However, the People of Color continue to be an issue in the management positions.  
We increased our numbers in middle management which will develop people for future upper management positions.  We have three upper 
management positions open at this time, so have the possibility of hiring a person of color in one of these.

PERS continues to have diverse interview panels and provides training for mangers on interviewing and promoting cultural awareness.  We have 
provided harassment/discrimination training for all managers and staff in 2004.  We need to increase our women and people of color candidate pool 
and to fi nd ways of making PERS more welcoming to diverse groups of people.  

Although we are a small agency, we have expanded our presence in the Portland area through outreach programs such as the One Stop Career Center/
Workforce Network, posting positions in the metro cars and on buses through Jobdango, putting ads on television public channels, and ads in diverse 
newspapers.  We plan to connect with other agencies to combine efforts to afford booths at cultural job fairs as we have in the past.

Within our agency, the Human Resources Director has been attending new employee orientation to meet new employees and have a friendly face for 
contact.  We need to increase our diversity promotions within PERS to make people of color feel welcome.

At the management level, three of the seven fi lled executive positions are women.  This encourages other women that there are future opportunities 
in these areas.  Note that the Deputy Director’s position is vacant now and Finance Administrator’s position will be vacant soon.  These openings will 
give opportunity for a people of color and women to be on the executive staff and perhaps on the Business Transition Team.
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B.  By Equal Employment Opportunity Categories

EEO 
CATEGORY

JOB GROUP 03-07 LONG 
RANGE 
GOALS

03-05 LONG 
RANGE 
GOALS

EMPLOYEE 
NUMBERS 
JUNE 2003

EMPLOYEE 
NUMBERS 
APRIL 2004

CHANGE MET 03-05 
GOAL?

WOMEN A (offi cals/
admin)

2 1 11 16 +5 Yes

AFRICAN 
AMERICANS

A (offi cals/
admin)

1 1 1 0 -1 No

B (professionals) 1 1 1 3 +2 Yes
F (administrative 
support)

1 1 0 1 +1 Yes

HISPANIC 
AMERICANS

A (offi cals/
admin)

1 0 0 1 +1 Yes

B (professionals) 1 1 1 2 +1 Yes
ASIAN 
AMERICANS

B (professionals) 1 1 10 14 +3 Yes

NATIVE 
AMERICANS

F (administrative 
support)

1 1 0 0 0 No

PERS met most of the long range goals for the 03-05 biennium.  However, it is important to note that 133 of our current 404 positions are limited 
duration.  These will end June 30, 2005 and some will have layoff rights.  This may affect our goals of hiring women and people of color into 
permanent positions as we do not know who will have the seniority to not be laid off.  

African Americans
We have lost ground on hiring African Americans into management positions and are two below our goal.  We will continue to target this group 
with our advertisements and have diverse interview panels.  We will encourage African American employees to be part of our presentation team for 
recruitment.  Increasing our number of African American professionals will give them experience within PERS to encourage future promotions into 
management.
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Hispanic Americans
Although we met the long range goals for Hispanic Americans, we continue to do outreach though the El Hispanic and Observer newspapers and 
our job postings go to the Hispanic Access Center/Centro Hispano.  We will continue to target this group with our advertisements and have diverse 
interview panels.  We will encourage Hispanic American employees to be part of our presentation team for recruitment.  

Asian Americans
Although we met the long range goals for Asian Americans, we continue to do outreach though posting jobs in the Observer and the Asian Reporter 
newpapers.  We also list our ads with the Immigrant and Refugee Community Organization (IRCO).  We will continue to target this group with our 
advertisements and have diverse interview panels.  We will encourage Asian American employees to be part of our presentation team for recruitment.  

Native Americans
PERS has had diffi culty getting Native American candidates to apply.  We will contact the local Confederated Tribes of Grand Ronde to see if we can 
put ads or articles in their tribal newsletter and contact the Oregon Native American Chamber of Commerce to see about partnering with them.  

Disabled
Although we do not have any long-term goals set for people with disabilities, 15 or 6% of our employees have disabilities.  We post our jobs with 
various Vocational Rehabilitation Services in the area as well as the ABLE Employment Coalition and the AARP (Senior Employment Foundation).  
We continue to be welcoming to people with disabilities through access in our facility and our attitudes.  

Summary

PERS does extensive recruitment through colleges, companies facing a reduction in workforce, alternative newspapers, Job Corps, the Department 
of Veterans Affairs Vocational Rehab and Employment, other Vocational Rehabilitation Services, and the internet.  We post jobs with the Job 
Developers’ Network Group which posts our positions with 104 different non-profi t organizations in the Portland area.  We use the Career Builder 
website as well as Monster.  We go through organizations relating to specifi c positions such as human resources or accounting.  Through our 
interactions with the SE One Stop employment center, our ads go to all fi ve of the employment centers around the Portland area. 

PERS will work on increasing our diversity activities within PERS to encourage retention of women and people of color.  We will write diversity 
articles for the PERColator, our internal newsletter, and have diversity encouraging activities through the Your Offi ce Committee (YOC).
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