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Tobias Read
Oregon State Treasurer

Dear Oregonians:

Your quality of life and financial security are interconnected, and the same goes for our
neighbors, our communities and our state. I’'m proud of the work the Oregon State Treasury
is doing to help protect and improve the financial wellbeing of state government, and families
across the state.

| am pleased to present this summary of the results achieved by Treasury in 2017. The work
covers the gamut from strong investment results, to the successful pilot launch of the na-
tion’s first state-based auto-enrollment retirement savings program, known as OregonSaves.
The success of OregonSaves, which will continue to launch statewide in phases through
2020, will play a critical role in the financial future of our state. OregonSaves will help ad-
dress the retirement savings crisis, and reduce the budget pressure

on our safety net programs.

When | was sworn in as your state treasurer in January of 2017, |
pledged to focus our energy on three key priorities: investing for the
long term, helping Oregonians invest in themselves, and doing busi-
ness the right way.

Other highlights from 2017 include:

e Boosting the capacity of the investment division, which allows us
to manage risk and save millions in fees by spending less on
external managers;

Hiring Oregon’s first investment officer who will analyze Environmental, Social and Gov-
ernance (ESG) factors, which are key to building a more sustainable portfolio with more
stable returns;

Launching a new online portal for the Local Government Investment Pool, to streamline
operations and protect the critical data of our business partners.

Creating the new Robert W. Straub Fellowship Program to help attract new talent to the
business of government.

Improving accessibility, by creating a new news product for beneficiaries, Invested for
You.

The work that happens at Treasury is critical to the fiscal health of state and local govern-
ments. This includes the management of an investment portfolio that surpassed $100 billion
in assets in 2017. We also protect the state’s credit rating, oversee billions in bond
measures, and keep public funds safe by protecting public fund deposits. And we help fami-
lies invest for future education and disability-related costs through the Oregon College Sav-
ings Plan and Oregon ABLE Savings Plan. Treasury is helping Oregon nonprofits succeed
by making tax-free financing available for community projects, via the Oregon Facilities Au-
thority. All of the things we do are to enhance the quality of life for you — and for Oregon.

Thanks for taking the time to learn about the Oregon State Treasury.
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EXECUTIVE SUMMARY 2017 HIGHLIGHTS

Helping Oregon and Oregonians to save, invest and
build a more secure future

Aided by strong returns,

onsa’ o

@ o;eq

On July 1, Treasury launched the
nation’s first state-based auto-IRA
to improve retirement savings
options and he(IP workers, small
businesses and the economy.

<

at a record high of
billion

After several ¥ears of planning by investment staff, the

Fund structure for the PERS Individual Account
to better align risk and age for participants.
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Invested for you

The investment division’s corporate
governance program engaged with
companies and oversaw 87,516
roxy votes as part of efforts to buoy
ong-term portfolio performance.

To attract promising graduate stu-
dents to the intersection of business
and government, Treasurer Read
launched in October the new Robert
W. Straub Fellowships, named after a
former state treasurer and governor.

The Debt Management Division oversaw the sale of $1.2
billion in Oregon general obligation Bonds in 18 separate
issuances, for public infrastructure and targeted purposes
such as affordable housing.

assets under management
by the investment division
closed the earonEec. 31

102.5

Oregon Investment Council af)proved anew Tar e(i)é:)atrﬁ >
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To better serve Oregonians, the investment
division inaugurated in April “Invested for
You,” a newsletter for beneficiaries of trust
funds under management, such as the Ore-
gon Public Employees Retirement Fund.
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BeCollegeReady.net

A

The Oregon Colleﬁe Savings Plan ram£ed up
statewide outreach_as the Be College Ready pro-
gram expanded to 72 school districts, offering
more students and families school supplies and an
easy path to start saving for higher education.

Oregon State Treasury
i Local Government Investment Pool

+15.4%
2017 Public Employees
Retirement Fund

+7.9%

2017 SAIF

$102.6 billion

$236 billion

$2.7 billion
+17.2%

2017 Common School
Fund

$13 billion

A convenient new web-based interface launched in September as F?art
of service improvements for almost 1,000 Oregon public entities who
use the Local Government Investment Pool for short-term, interest-
generating deposits.

Pilot launch July 2017 ,
statewide launch 2018

152 FTE

AA+/Aal/AA+

AAA/Aa2

$3 billion $61.3 million

$4 million

30 terrabytes



EXECUTIVE SUMMARY
LONG TERM RETURNS INVESTMENTS ASSETS MANAGED OREGON PUBLIC DEBT

PUBLIC EMPLOYEES RETIREMENT FUND 2005 $66.9
Regular Account Balance: $77.3 Billion (Dec. 31, 2017) 2006

Globally diversified financial and real asset portfolio. $10
2007 $81.3

1-year 3-year 5-year  10-year s8
2008 : 3

+15.4% +8.0% +9.4% +6.0% !
2009 : $4

STATE ACCIDENT INSURANCE FUND 2010 $735 02
$72.5 .
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Balance: $4'8 Bi"ion (DeC' 31' 2017) 2011 >0 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Managed on behalf of injured workers and their families 2012 $79.1
Oregon’s level of state General Obliga-
1'yea°r 3'yea°r 5'yeaor 10'yeir 2013 e tion, revenue and pension obligation
+7.9% +4.5% +4.5% +5.6% 2014 $89.5 debt has been gradually declining for
2015 $89.6 the five years, and the debt obligation
COMMON SCHOOL FUND - S04 per capita also has fallen.
Balance: $1.7 Billion (Dec. 31, 2017) :
Managed in trust for O hoolchildren, includ )
il e e el 24 il General Fund debt (June 30, 2017)
1-year 3-year 5-year  10-year All funds, as of Dec. 31 (in $ billions) $2.83 billion
#17.2% +7.7% +9.5% +5.9% Lottery gﬁb; (;9;"9 S0 2000
q 1iion
OREGON SHORT TERM FUND LA [ S AL e Total net tax-supported debt (2017)
Balance: $19.4 Billion (Dec. 31, 2017) Deposits from public entities that exceed feder- $7.6 billion
e ey vesyent el al insurance thresholds are protected via the
1-year 3-year 5-year 10-year Public Funds Collateralization Program.

+1.3% +1.0% +0.8% +1.1%
Collateral pledged (Dec. 31, 2017)

BANKS $1,748,209,701
CREDITUNIONS $ 40,650,599

HELPING OREGONIANS SAVE AND INVEST

“For retirement, higher education or disability-related costs, we provide
smart ways for Oregonians to invest in themselves and their futures.
Everybody wins when more people save.”

Oregon State Treasurer Tobias Read
|
! g OREGON ABLE 2
OREGON @ oregonsaves M SAVINGS PLAN #AmericaSavesWeek
pra—e Y R I NS EREEN AR P
P N OREGON ABLE
oregonsaves m
OREGON MFS @ oreg R SAVINGS PLAN
COLLEGE SAVINGS PLAN.. A A oregon. savings.corr
RETIREMENT SAVINGS
OREGON COLLEGE SAVINGS Total businesses registered - 269 DISABILITY-RELATED SAVINGS
Unique Beneficiaries — 178,078 Total new accounts, 2017 - 14,211 Total Beneficiaries -- 936
Total Accounts -- 183,123 Total assets—$359,074 Assets --- $3,470,182

Assets -- $3,183,515,986

Main: 503 378 4000
www.Oregon.gov/Treasury C:;)ri]tol: 503 378 4329

Oregon State Treasury m www.facebook.com/ x @OregonTreasury  @TreasurerRead

Tobias Read, Treasurer oregonstatetreasury

@0OregonSaves @OregonCSP
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The following Oregon statutes require reports to the Governor and/or the House of Representatives and the President of the Senate de-
members of the Legislature tailing the investments and commitments made in accordance with

RS 293.733.
o State Investments, ORS 293.771 The Oregon Investment Council ORS 293.733
shalltl%ep%n to thet Govternor and Lfgislﬁtive Alssembly on tfht% inl\_/est- > Oregon Retirement Savings Plan, ORS 178.235.
ment funds investment program at each regular session of the Leg-
islative Assembly. g g g > Oregon 529 Savings Network, ORS 178.330.

> Venture capital investments in Oregon, ORS 293.734. The Oregon ° State Debt Policy Advisory Commission, ORS 286A.255.
Investment Council shall submit an annual report to the Speaker of
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“My overriding goals as your State Treasurer will be
amplified by these three themes.

We should always invest for the long term, and employ
long run thinking as we make decisions. We must be
willing to roll up our sleeves and address challenges that, if
ignored, will impact all Oregonians. Crumbling roads and
bridges; aging pipes, unsafe and inadequate school
facilities; an environment and economy threatened by

global climate change these challenges all require long

term thinking and they defy soundbite solutions. We knew
for example that all day kindergarten and free community
college would help prepare Oregonians for our competitive
world, even though short term progress would be tough to
guantify. We made those commitments and we need more
of this kind of thinking.

We will help Oregonians invest in themselves. We are an
independent bunch with a pioneering spirit to be sure, but
we also want to think ahead. As State Treasurer, I'll work to
make it easier for people to save and invest for their own
futures, and for those of their children and grandchildren.

And third: We will do business the right way. In addition to
setting the tone for prudent fiscal leadership, the State
Treasury is a critical business enterprise. The health and
capacity of our Treasury determines how much we can
accomplish as a state. Managing the state's central bank is
not usually a hot topic, and it shouldn't be.

As State Treasurer, | will work tirelessly to maintain this
critical public trust.”

Treasurer Tobias Read
Inaugural address
January 6, 2017




STATE TREASURER TOBIAS READ

Tobias Read understands that financial empowerment, wise investments, and sound management are foundational to
the quality of life and economic opportunities for Oregonians, and key for the long-term vitality of our state.

Elected Oregon’s 29th State Treasurer in 2016, Tobias took office in January 2017. He is a collaborative problem solver
who draws upon his management, political and finance policy experience to serve Oregonians as Treasurer.

He worked in the U.S. Treasury and as a liaison between designers, engineers and manufacturing units for Nike Inc. In
2006, he was elected to the Oregon House of Representatives, where he served a decade and championed legislation
to invest in public education, improve state financial management, finance critical infrastructure improvements, and to
help Oregonians save for a more secure future.

He was elected Speaker Pro Tempore and earned the chairmanship of the House Committee on Transportation and
Economic Development, and the House Committee on Higher Education, Innovation, and Workforce Development. He
also served on the House Revenue Committee in multiple [

legislative sessions. He was a member of the Joint Commit- |

tee on Ways and Means, the primary budget writing body for ’
the Legislature.

He pushed to strengthen the state’s rainy day fund, which
was a key factor that helped the state to earn a credit rating
upgrade in 2011. He also helped lead the coalition that ulti-
mately approved full-day kindergarten, underscoring that one
of Oregon’s best possible investments is in our kids. He led
efforts to promote infrastructure projects using innovative
public-private partnerships, and was a chief sponsor of the
Oregon Investment Act, which streamlined Lottery invest-
ments in promising Oregon startups.

In 2015, he was a chief sponsor of the Oregon Retirement
Savings Plan, which became the first operating state-
sponsored retirement program in 2017. Known as Oregon-
Saves, the program enrolls Oregon workers who lack access
to a retirement savings option through their employers, and
will allow hundreds of thousands more Oregonians to retire
with dignity after a lifetime of work.

As State Treasurer, Tobias knows that financial confidence
helps Oregonians get ahead, no matter where they live. He
supports efforts to connect Oregonians with their unclaimed
property, to improve financial education, to encourage Orego-
nians to invest in themselves, and to promote smart and ac-
countable government reforms that improve transparency and
stretch dollars for taxpayers and beneficiaries of public trust
funds.

The State Treasurer is a constitutional officer and the state’s
navigator for sound and responsible financial policy. The
Treasurer protects the state’s credit ratings, sits on the Oregon Investment Council and State Land Board, and oversees
public investing, banking, bonding and financial empowerment programs. Those include the Oregon 529 Savings Net-
work, which allow families to save for higher education, job training and disability-related expenses, and the Oregon
Retirement Savings Plan. Treasury manages an investment portfolio worth roughly $106 billion.

Tobias earned his bachelor’s degree from Willamette University and his MBA from the Michael G. Foster School of Busi-
ness at the University of Washington. He has been a volunteer for Start Making a Reader Today (SMART), a youth
sports coach, a member of the Willamette University Athletic Director's Advisory Board, and a founding board member of
Hoopla, Oregon's largest three-on-three charity basketball tournament. He lives in Beaverton with his wife, Heidi Eggert,
and their two children.



OREGONSAVES LAUNCHED

OregonSaves, launched in a pilot phase in July 2017, is the
first state-based auto-enroll IRA retirement savings program

@) oregonsaves

ADDRESSING A CRISIS

Oregonians without access to a savings

option at

work

Estimated number of Ore%on employers

that don’t offer a plan

o workers

Average monthly contribution by savers

Total pilot phase assets, Dec. 31, 2017

Estimated combined savings for work-

ers by year 15 via

STRONG PARTICIPATION

&

LEARN MORE

OregonSaves

More than 7 in
10 workers
have elected to
stay in Oregon-
Saves, and few-
er than 3in 10
have opted out.

2017 OREGUNSAVES ANNUAL WEPORT T0 THE LEGSLATURE

O Oregon Retirement Savings Board

www.Oregon. gav/Retire

See annual reports and board
materials at Oregon.gov/Retire.

To help address the crisis of inadequate
savings and reduce the future demand for
safety net programs, Oregon launched
the test phase of OregonSaves on July 1,
2017. The statewide rollout began in Jan-
uary 2018, on a rolling schedule based on
employer size.

OregonSaves is the nation’s first auto-

enroll state-based retirement program that

gives private sector workers a chance to
save their own money toward retirement,
via payroll deductions.

Signups began in fall 2017 for the first
wave participants: workers at businesses
that employ at least 100.

OregonSaves is a game changer for
workers and easy for employers to facili-
tate. The program is for workers with no
saving option at their place of employ-
ment. It will reduce retirement poverty and
positively impact the economy, business-
es, families and the state.

The long-term savings for taxpayers due
to OregonSaves is predicted to be signifi-
cant. An analysis by the AARP estimates
the fiscal savings could be $98.9 million
over 15 years, if lower income retirees
save enough to boost their retirement in-
comes by $1,000 per year.

Market research shows that roughly 1
million Oregon workers — representing
more than half the workforce — have no
access to a work-based plan today. Of
those, about 600,000 work for an employ-
er that offers no qualified plan at all.

The Legislature established the Oregon
Retirement Savings Board and directed
the Board to develop a simple, voluntary,
work-based retirement program for Ore-
gonians lacking access to a savings op-
tion through their employer.

OregonSaves creates no fees or fiduciary
risk for employers. Employers facilitate
deductions but cannot guide investment
choices or make matching contributions.

The default investment selection is 5 per-
cent of wages, with the first $1,000 invest-
ed in the capital preservation option.

Public and business participation has
been a hallmark of the effort to deveIoP
OregonSaves, to ensure it works well for
savers and employers. Under the direc-
tion of the Board and its chair, Treasurer
Tobias Read, robust efforts have been
made to gather industry and public input,
via public meetings, public hearings, and
e_nga?ement_ with businesses and profes-
sional associations.

The Board designed OregonSaves taking
investment best practices from behavioral
economics and today’s defined contribu-
tion plans. Participants are auto-enrolled
and able to opt out, and the default sav-
ings path is a capital preservation fund for
the first $1,000 and then a target-date
based framework. The default savings
rate is 5 percent and it will auto-escalate
to 10 percent.

Fees for participants are capped at about
1 percent annually, which is less than the
rate for typical business 401(k)s. The lev-
el of fees will decline over time as assets
increase.

Accounts are portable, which means they
will follow workers from job to job. Ac-
counts are not accessible to the state for
other purposes and are not tied to any
other state programs.

OregonSaves was structured relying on
investment best practices including be-
havioral economics, for which Richard
Thaler (the author of “Nudge”) was award-
ed a Nobel Prize in Economics. The cen-
terpiece truisim: people make better deci-
sions if they are started on the right path.

The Board in 2017 selected the lineup of
mutual funds that will be available to par-
ticipants, which will be a limited menu of
funds from State Street Global Advisors.

Treasurer Read helped lead national ef-
forts in 2017 to help protect state-based
retirement savings efforts. The Treasur-
er’s advocacy included public relations,
coalition building with other state pro-
grams, and lobbying of members of Con-
gress.

PUBLIC PARTICIPATION HELPED DEVELOP PIONEERING PLAN

PUBLIC HEARINGS

TIGARD

COMMUNITY PARTNERSHIPS

OUTREACH TO BUSINESSES

SAVINGS SUMMIT

'L

A

10


http://www.aarp.org/content/dam/aarp/ppi/2017/04/AARP1150_FS489_Oregon_May1v2.pdf

TREASURER HIGHLIGHTED MILITARY MEDALS IN UNCLAIMED PROPERTY FUND

Pfc. Willard Nanegos

It seems as if  was killed 10,000 times.
I've been in that many tight places and
thought I'd never live through them.

Guarding
Valor

Treasurer helped reconnect hero’s family with lost military
medal and helped spotlight the state’s unclaimed property

State Treasurer Tobias Read stood on a windswept
hillside near Pendleton on May 19, 2017. He glanced at
his hand, and smiled.

He was holding precious cargo.

Read had traveled from the State Capitol for the Flag Day
ceremony at the Confederated Tribes of the Umatilla Indi-
an Reservation, bringing with him the military medal of
decorated veteran Willard Nanegos, who died in 1967.

“I hope having this symbol of gratitude returned to your
family will ensure that his story will be told for future gen-
erations,” Treasurer Read said before he handed the
medal to Nanegos’s youngest daughter, Leona White,
and two of his grandchildren.

“Your father’s sacrifice and service to this country will not
be forgotten,” he said.

For the Bronze Star, the journey home started with a
question — and some luck.

Two months before the ceremony, the medal was un-
claimed, forgotten. In Oregon, when the rightful owner
cannot be found of assets or contents of abandoned safe
deposit boxes, the property is turned over to the Depart-
ment of State Lands.

Until the owner can be found, the money is invested in the
state’s Common School Fund to benefit K-12 schools.
And if the unclaimed property is an item like jewelry or
trading cards or medals, those are periodically sold at
auction — and the proceeds are invested. The owner or
descendants can claim the financial value, but the item
itself will be sold.

Shortly after being sworn in as State Treasurer, Read
asked about the unclaimed property program -- and in
particular, whether it held any veterans’ commendations.
The State Treasurer is one of three members of the State
Land Board, which oversees the Department of State
Lands, where the Unclaimed Property Program is located.

Read was concerned that military medals could be sold,

and was considering asking for legislation that would for-
bid the sale of medals or other military regalia by the Un-
claimed Property office, though it is their practice to hold
onto items of sentimental value.

That's when he learned about the unclaimed Bronze Star,
which had not been auctioned.

His staff went to work. Reading a faded newspaper clip-
ping that was in the same safe deposit box with the med-
al, they marveled at the story of a Native American hero.
And they traced his family back to the Confederated
Tribes of the Umatilla Reservation.

Nanegos was a member of a Michigan tribe and came to
the Pacific Northwest prior to World War Il to work on the
Grand Coulee Dam. He joined the Army the day after the
attack on Pearl Harbor.

Private Nanegos served in the 168th Infantry Regiment,
3rd Infantry Division, zigzagging across the European
Theater in eight campaigns, from North Africa to Italy to
France.

One of those battles was the Battle of Anzio. On the first
day, the 3rd Infantry lost 955 soldiers, the highest single
day loss in World War Il for any U.S. division. In the news
clipping accompanying the Bronze Star, Nanegos said of
that battle: “It seems as if | was killed 10,000 times. I've
been in that many tight places and thought I'd never live
through them.”

The morning of the surprise presentation at the Flag Day
ceremony, Treasurer Read picked up the medal in Salem
and headed east. It was time for the Bronze Star to go
home.

But no longer at risk of disappearing.

Oregon Veterans Magazine published this story in its April 2018
edition.
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long term financial security

OUR VALUES:

Innovation Diversity Accessibility

Integrity Trust Professionalism
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A FORWARD THINKING ENTERPRISE

The Oregon State Treasury helps
Oregon citizens and government
entities to succeed.

Treasury is the state’s professional
financial services center. The Treas-
urer is responsible for soundly man-
aging Oregon’s financial resources.
In order to achieve that, we offer a
broad portfolio of services for our
citizens, state agencies, Oregon’s
sovereign tribes and local govern-
ments.

At Treasury, we
serve Orego-
nians by helping
them save for
their retirement
and to save for
their post-
secondary edu-
cation and job-
training. We
help people with
disabilities save
for job training
and disability-
related costs
while promoting
the importance
of financial liter-
acy to all. The goal with these pro-
grams is to have financially empow-
ered citizens who are prepared for
an independent, secure future.

We prudently invest public funds and
trust funds, including the Public Em-
ployees Retirement Fund, the Com-
mon School Fund, the Oregon Short
Term Fund, and also smaller funds.
We offer investment services to our
local government partners through
the Local Government Investment
Pool and Local Government Inter-
mediate Fund. Oregon nonprofits
are able to obtain low-cost financing
for projects via the Oregon Facilities
Authority.

We provide centralized banking and
debt management services to gov-
ernment partners statewide. We pro-
cess payments, protect deposits of
public funds and provide an array of
financial solutions and products.

We help our state and local govern-
ments to finance long-term projects
through bonding and debt manage-
ment services, ensuring they have
access to low-cost financing. To-
gether, we ensure our partners have
the money they need, whether to

pay an invoice, finance a new school
or build a bridge to the future.

Oregon State Treasury develops
strategic plans to focus on customer
and public priorities — while also
facilitating forward-thinking solutions
for complex financial issues.

When we developed our strategic
plan, we kept five key objectives in
mind:

We aim to fulfill our Vision: Lead-
ing the way for Oregonians to
achieve long-

PORTFOLIO PASSES $100 BILLION term financial

security.

We ensure the
financial health
of the State by
balancing finan-
cial opportunities
and risk through
our professional
judgment, diver-
sity of thought
and transparent
decision making.

We follow and
meet industry
standards to ensure the safety
and integrity of public funds.

We believe in being ready for the
future. We know that our ability to
serve our state and our citizens is
dependent on our ability to recog-
nize, respond and adapt to both in-
cremental changes and sudden, un-
foreseen shifts in circumstance.

And finally, we believe in empower-
ing our citizens to prepare for
their futures, knowing that an eco-
nomically sound and dynamic state
is driven by financially secure citi-
zens who are able to improve and
provide for themselves.

Treasury operates six program units:
Finance Program, Debt Manage-
ment Program, Investment Program,
Oregon 529 College Savings Net-
work Program, and the Oregon Re-
tirement Savings Program. These
programs are supported by the Ex-
ecutive Division.

The budget to provide the array of
Treasury services comes primarily
from fees collected in connection
with financial services provided, not
the state General Fund.

CONTINUED ON NEXT PAGE

AGENCY METRICS

152 FTE
$102.6 billion

$236 billion

14.9 million

$2.7 billion

$13 billion
AA+/Aa1/AA+

AAA/Aa2

$3 billion

$4 million




EXECUTIVE DIVISION AND EXECUTIVE SERVICES

STATUTORY AUTHORITY

EXECUTIVE
DIVISION
LEADERSHIP

STATE TREASURER

DEPUTY TREASURER

INVESTMENTS
LEGAL AND COMPLIANCE

OREGON SAVINGS NETWORK

OREGON COLLEGE SAVINGS

OREGONSAVES

OREGON ABLE SAVINGS

Capitol and policy office: Includes the
Office of the State Treasurer and is re-
sponsible for engaging with the Legisla-
ture, working with state and federal policy-
makers to advocate for solutions that ad-
vance Oregonians’ financial wellness,
conducting policy research, and staffing
the Treasurer on the State Land Board.

Investment Division: Manages the in-
vestment of diversified portfolios of assets
including the Oregon Public Employees
Retirement Fund, State Accident Insur-
ance Fund, Common School Fund, Short
Term Fund, and other accounts and
trusts. Includes investment operations,
Portfolio Risk and Research, and Corpo-
rate Governance programs.

Debt Management Program: Develops
strategies, coordinates rating agency and
disclosure processes, and oversees struc-
ture and sale of bonds authorized by the
Legislature and Governor. Staffs the Debt
Policy Advisory Commission. Provides
guidance and oversight to debt issuers,
and manages the Oregon Bond Calendar.

Finance Division: Provides banking
and cash management services to all
state agencies and certain public universi-
ties. Administers the Local Government
Investment Pool for roughly 1,000 local
governments. Protects public funds de-
posited in private-sector financial institu-
tions via the Public Funds Collateralization
Program, which ensures that deposits of
state and local government money that

Y&
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Darren Bond
Deputy State
Treasurer

Chief Human
Resources
Officer

Treasurer's
Chief of Staff

DEBT MANAGEMENT

FINANCE

Dmitri Palmateer Jackie Steffens

CHIEF OF STAFF

CAPITOL OFFICE

POLICY

COLLATERAL PROGRAM

INFORMATION TECH / SECURITY

EXECUTIVE SERVICES

INTERNAL AUDIT

exceed the deposit insurance amounts are
protected. Our goals are aligned with in-
creasing security, enabling faster pay-
ments, reducing non-electronic payments
and diversifying banking services.

Oregon Savings Network offers tools to
improve the ability of Oregonians to save
for higher education, job training and disa-
bility related expenses. These programs
offered to the public and administered by
Treasury via public-private partnerships.

Oregon Retirement Savings Program,
known as OregonSaves, provides eligible
employees with automatic enroliment,
payroll deduction, and automatic annual
contribution escalation in a retirement sav-
ings plan, all on a flexible, opt-out basis.

Information Technology and Cyberse-
curity: Provides a secure and stable
network as well as application support for
both in house and external systems. Infor-
mation Technology’s Information Security
Initiative seeks to ensure the business
units of Treasury and their customers are
protected from evolving information secu-
rity threats based on relevant industry
standards and practices.

Executive services, Legal and compli-
ance and internal audit: Provide agen-
cywide functions such as accounting, hu-
man resources, facilities management,
legal support, communications and media
relations, investor relations, and project
management.

4
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ROBERT W. STRAUB FELLOWSHIPS

Former Oregon State Treasurers Randall Edwards (far left) and Jim Hill (far right) joined Treasurer Read and family members of the
late former Gov. Robert Straub for the announcement in October of the Roberts W. Straub Fellowship program.

New Robert W. Straub Fellowship program seeks to attract
financially savvy students to the business of government

State Treasurer Tobias Read
announced in October 2017 the
creation of the Robert W. Straub
Fellowships program, which
seeks to attract exceptional talent
to help Oregonians to be more
financially secure.

The program is a new partner-
ship between the Oregon State
Treasury and Portland State Uni-
versity and includes two paid intern-
ships: a 10-week summer fellowship
and an eight-month residency. Candi-
dates are graduate business or gov-
ernment students -- from Oregon or
elsewhere -- who have an interest in
the nexus of financial business and
public service.

“More than ever, the success of gov-
ernment relies on financial and busi-
ness expertise,” said Treasurer Read.
“To meet the challenges of the future,
Oregon will need motivated, talented
and diverse visionaries who will be-
come our next public finance leaders.”

Treasury is the state’s financial hub
and manages billions of dollars in in-
vestments, public bonding, banking

and finance programs. About a quarter
of the Treasury’s staff including much
of its senior leadership will be eligible
to retire within the next five years.

“Since 2000, we're proud to have
placed more than 400 exceptional pub-
lic service professionals with Oregon
government and non-profit sponsors
through our fellowship programs,” said
Phil Keisling, former Oregon Secretary
of State and director of the Center for
Public Service in the Mark O. Hatfield
School of Government at Portland
State University. “The Straub Fellow-
ships will build on that success and
attract outstanding financial talent for
public service in Oregon.”

The Treasurer was joined at the an-
nouncement by Keisling; Oregon In-

vestment Council Chair Rukaiyah
Adams, the chief investment of-
ficer at Meyer Memorial Trust;
and Oregon Investment Council
member Rex Kim, an investment
manager at the Multnomah
Group.

The new program is named after
. former Governor and Treasurer

Robert W. Straub, a state finance
pioneer who led the creation of the
Oregon Investment Council in the
1960s.

“Bob Straub was a leader of his time
who blended fiscal discipline with stra-
tegic vision,” Read said. “He remains a
compelling model for our future.”

Attendees included members of the
Straub family, former state treasurers
Jim Hill and Randall Edwards, and
university students.

Portland State University will help han-
dle the application process.

The summer program will pay a
$6,000 stipend and the eight-month
program will pay a $24,000 stipend.
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SERVING OREGONIANS
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Treasury staff volunteers packed boxes at Marion-Polk Food Share on Oct. 23.

Treasury employees raised money, hosted blood drives, and
volunteered hundreds of hours for community causes

From community outreach to educa-
tion, to volunteering, to donating from
their paychecks, Treasury sets a high
mark when it comes to community in-
volvement and activism to make Ore-
gon a better place.

State Treasurer Tobias Read is lead-
ing the effort to do even more for Ore-
gonians, and in 2017 organized the
first Treasury volunteer beach cleanup
day, in concert with Stop Oregon Litter
and Vandalism.

Treasury workers also participated in
the agency’s first-ever volunteer shifts
at the Portland Food Bank and Marion-
Polk Food Share.

The agency placed first among peer
state offices for the meals donated per
employee in the Governor’s Food

Drive. In the Charitable Fund Drive,
Treasury workers an agency record of
pledges worth $6,295 to help nonprof-
its across the state including the Unit-
ed Way and Oregon Public Broadcast-
ing to better serve Oregonians.

For the annual State Employee Toy
Drive, Treasury raised $2,081. Invest-
ment officer Mike Mueller went sale
shopping and turned those donations
into 195 toys, with a retail value of
$5,728.35. Chief Investment Officer
John Skjervem donned a Santa outfit
to help celebrate the results.

One of the goals of the Treasury is to
help expand financial understanding.
The Treasurer sits as an ex officio
member of the State Board of Educa-
tion and advocates for more personal

finance programming. Treasury also
serves the public by advising about
financial traps via the “Guard Your
Money” web page. Treasury also facili-
tates meetings of the Oregon
JumpStart Coalition.

At the Capitol office, the public is invit-
ed — as part of regular tours — to see
the 1930s-built vault that was manu-
factured by a company that also built
tanks. (The vault no longer holds any
money or state bonds).
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BOARDS AND COMMISSIONS

OREGON INVESTMENT COUNCIL

Sets policy for investment of Oregon State Treasury-managed trust funds, including the Oregon
Public Employees Retirement Fund and the State Accident Insurance Fund. Rukaiyah Adams,
Chair; John Russell, Vice Chair; Rex Kim; Rick Miller; Tobias Read, Oregon State Treasurer (ex
officio); and Steve Rodeman, PERS Director (ex officio). ORS 293.706.

OREGON SHORT TERM FUND BOARD

Advises Oregon Investment Council and State Treasury Investment staff in the management of
the Oregon Short Term Fund. Members: Douglas E. Goe, Chair; Darren Bond, Treasurer’s de-
signee; Deanne Woodring; Pat Clancy; Laurie Steele; Michael Schofield. ORS 294.885

OREGON SAVINGS NETWORK BOARD

Sets policy for Savings Network with includes the Oregon College Savings Plan and Oregon
ABLE Savings Plan. Members: Tobias Read, Oregon State Treasurer, Chair; Melissa Ceron;
Sydney Shook; Brent Wilder; vacant. ORS 348.849.

OREGON RETIREMENT SAVINGS BOARD

Sets policy and guides development of the Oregon Retirement Savings Plan. Members: Tobias
Read, Oregon State Treasurer, Chair; Kara Backus; Sen. Lee Beyer; Edward Brewington; Dan
Clay; Rep. Tobias Read; Cory Streisinger. ORS 178.200.

MUNICIPAL DEBT ADVISORY COMMISSION

Provides technical assistance to local governments and state agencies to improve the market
for bond issues in Oregon. Members: Nancy Brewer, Chair; Nick Hogan; Laura Lockwood-
McCall, Treasurer’s Designee; Bryce Stadick; Paul Matthews; Laurie Steele; and, Christine
Reynolds. ORS 287A.630-640

INFRASTRUCTURE FINANCE AUTHORITY

Oversees public infrastructure assistance, and industrial land certification. Members: Mark
Knudson; James Bellet; Patrick Clancy; Niki J. Iverson, Board Chair; Andrea Klaas; Kristin Re-
therford; Rep. Karin Power; Sen. Richard Devlin; and, Laura Lockwood-McCall, Treasurer’s
Appointment. Staffed by Business Oregon. ORS 285A.091-108

OREGON FACILITIES AUTHORITY BOARD

Helps nonprofit organizations access low-cost financing for capital projects through the issu-
ance of tax exempt conduit revenue bonds. Members: Sean Hubert, Chair; Martha McLennan,
Vice Chair; Eric Johansen; Beth deHamel; Kevin McAuliffe; Allyson Anderson; Roy Kim. ORS
289.005-250

PRIVATE ACTIVITY BOND COMMITTEE

Facilitates construction of critical facilities for public benefit through tax-exempt bonds using
federally allocated funds. Members: Laura Lockwood-McCall, Chair and Treasurer’s Designee;
Jean Gabriel, Department of Administrative Services Director’s Designee; Dan Anderson. ORS
286A.605-630

WEST COAST INFRASTUCTURE EXCHANGE

Provides technical training and advice to government policymakers about innovative approach-
es to the procurement of capital projects and infrastructure. Anthony Buckley, Chair
(Washington); Laura Lockwood-McCall, Treasurer (Oregon); Travis Brouwer (Oregon); Mark
Pisano (California); Sean Randolph (California); Mark Liedemann, Advisor (British Columbia);
Jason Richter (Washington); Scott Boardman, Secretary and Ex Officio Director. ORS 276.285.

STATE DEBT POLICY ADVISORY COMMISSION

Advises policymakers on debt capacity and produces annual state debt affordability report.
Members: Treasurer Tobias Read, chair; Rep. Phil Barnhart; Katy Coba, Department of Admin-
istrative Services director; Sen. Betsy Johnson; and Tim Duy, public representative. ORS
286A.250

OREGON LAND BOARD

This board manages state-owned lands for the benefit of the Common School Fund. Its three
members are the Governor, the Secretary of State, and the State Treasurer. ORS 273.031.

STATE BOARD OF EDUCATION

The Treasurer or a designee sits on the state committee that oversees curriculum for Oregon’s
public schools and community colleges. ORS 326.021.

* Board and committee membership as of Dec. 31, 2017
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ASSETS UNDER MANAGEMENT ECLISPE $100 BILLION

As markets and assets surged in 2017,
investment program advanced toward
more in-house portfolio management

Under policies set by the Oregon In-
vestment Council, Treasury’s Invest-
ment Division manages a large and
complex institutional portfolio com-
prised of several public trust and state
investment funds, including the Ore-
gon Public Employee Retirement
Fund (OPERF), the State Accident
Insurance Fund, the Oregon Common
School Fund and the Oregon Short
Term Fund (OSTF). The division also
manages smaller funds on behalf of
state agencies and public universities.
Total assets under Treasury manage-
ment were $102.6 billion as of Dec.
31, 2017.

The Investment Division’s staffing
level — historically far below peers —
has been a focus for Treasury leader-
ship, and in 2017, the Legislature au-
thorized a significant personnel ex-
pansion that included over two dozen
new roles for additional investment
officers, analysts and support staff.
Specifically, Senate Bill 5541 (2017)
added 27 positions, and will bring to-
tal Investment Division staff to 66 by
the end of the 2017-19 biennium.

This increased staffing authority fol-
lowed important technology upgrades
approved in 2015, most notably the
implementation and successful adop-
tion of the BlackRock Aladdin operat-
ing platform.

Additional professional and support
staff will improve Treasury’s under-
writing and monitoring activities as
well as enable the Investment Divi-
sion to manage more assets internal-
ly. In select asset classes such as
public equities and fixed income, the
division’s internal management efforts

INVESTMENT
DIVISION
LEADERSHIP

John D. Skervem
Chief Investment

Officer

have proven more cost effective than
Treasury’s traditional approach of out-
sourcing investment mandates to ex-
ternal, commercial providers. Im-
portantly, such cost savings accrue
directly to fund beneficiaries in the
form of higher, net investment returns.

Also in 2017, the Investment Division
laid the groundwork for a shift to a
customized target date fund frame-
work within the Individual Account
Program (IAP). IAP provides a de-
fined contribution benefit as part of
PERS members’ overall retirement
program. See details on page 25.

In terms of Treasury’s cash manage-
ment efforts, OSTF provides state
agencies and local governments an
interim investment opportunity to
maximize the productivity of operating
funds between the time when reve-
nues are collected and the time when
expense are paid. Unlike other public
trust funds, and given its paramount
emphasis on capital preservation and
liquidity, OSTF cannot be invested in
equities and instead is comprised ex-
clusively of short-term, high-grade
fixed income and cash equivalent se-
curities.

Investment results across Treasury-
managed portfolios were particularly
strong in calendar year 2017.

OPEREF, the largest fund under Treas-
ury management, advanced 15.4% in
2017 and totaled $77.3 billion at year
end.

Consistent with institutional invest-
ment standards, OPEREF is broadly
and deliberately diversified across

CONTINUED ON NEXT PAGE
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All funds, as of Dec. 31 (in $ billions)

ATOP U.S. FUND MANAGER

The Oregon Public Employees Retire-
ment Fund was the 21st largest Retire-
ment Plan in the United States in 2017,
according to an analysis compiled by
Pensions & Investments. The ranking
includes public sector and private retire-
ment plan sponsors. The top 20 includes
public plans in California, New York,
Ohio, Washington and New Jersey, as
well as private sector plans at Boeing
Co., AT&T and General Motors.

Karl Cheng
Director,
Risk and
Research

Jennifer J. Peet
Director,
Corporate
Governance

Debra Day
Manager,
Investment
Reporting



INVESTMENT DIVISION

several asset classes and multiple de-
veloped and emerging market geogra-
phies. Moreover, OPERF investment
strategies have historically produced
good results: average, annualized net
returns for the three-, five- and ten-
year periods ended Dec. 31, 2017
were 8.0%, 9.4% and 6.0%, respec-
tively.

According to state actuaries, this con-
sistently positive investment perfor-
mance has significantly reduced tax-
payers’ share of retiree benefit pay-
ments. In fact, more than 73.5 cents of
every dollar in pension benefit pay-
ments is derived from investment re-
turns.

OPEREF assets are commingled, in-
vested consistent with a common set
of objectives and allocated among the
following five, strategic investment cat-
egories: public equity; private equity;
real estate; fixed income; and other
“alternative” and “opportunistic” invest-
ments.

Return expectations and target alloca-
tions for each of these five categories
are developed between staff and ex-
ternal consultants; moreover, return
forecasts contemplate a 20-year in-
vestment horizon. Importantly, equity-
oriented investments represent
OPERF’s largest capital allocation.
While improving the likelihood of gen-
erating an adequate, long-term return,
this equity-biased approach also pro-
duces higher levels of short-term port-
folio volatility.

For example, in bull market conditions
(e.g., 2017), OPERF’s equity-oriented
portfolio will likely generate robust in-

vestment results, but during periods of

market duress and/or outright asset
price declines (e.g., 2008), OPERF’s
investment performance will lag long-
term expectations and may even regis-
ter negative returns. Accordingly, the
Investment Division has broadly diver-
sified OPERF’s portfolio in an attempt
to mitigate short-term asset price vola-
tility and protect against a sharp and/or
protracted downturn in any single mar-
ket, geography or asset category.

The U.S. stock
market (as meas-
ured by the Rus-
sell 3000 index)
advanced 21.1%

in 2017, while i .

U.S. equity re- Council approved the creation of a $2
turns within billion notional currency management
OPERF jumped mandate. The mandate will be run by

20.4% over the
same 12-month
period. OPERF’s
total Public Equity
portfolio — including both domestic and
international shares — narrowly outper-
formed the return of its MSCI ACWI
IMI benchmark, 24.5% to 24.0%.

In 2017, the strong performance of
public market assets pushed further
into a multi-year trend of outperfor-
mance relative to private market equiv-
alents. With an estimated value of
$14.7 billion, OPERF’s private equity
investments represented 19.0% of to-
tal OPERF assets at year end, and
generated a net gain of 17.3% in 2017.
This result lagged the 22.2% return
posted by the private equity portfolio
benchmark, the Russell 3000 (lagged
one quarter) plus 300 basis points.

don and Dublin.

In real estate, OPEREF capital is allo-
cated across four property or security

After an analysis of the uncompen-
sated foreign currency risk in the
portfolio, the Oregon Investment

Adrian Lee & Partners, based in Lon-

types: core; value-add; opportunistic;
and publicly-traded real estate invest-
ment trusts (i.e., REITs). In 2017,
OPEREF's real estate investments gen-
erated a 10.1% net gain, ahead of the
6.7% return on OPERF’s real estate
benchmark, the NCREIF Fund Index —
Open End Diversified Core Equity,
lagged one quarter. At year-end, these
real estate investments were valued at
$7.6 billion, and represented 9.8% of
total OPERF as-
sets.

Investments in
fixed income se-
curities comprised
20.7% of total
OPERF assets at
Dec. 31, 2017.
These invest-
ments posted a
3.7% net return,
beating the 3.3%
return recorded
by OPERF’s custom fixed income
benchmark.

Finally, OPERF investments in
“alternative” assets and “opportunistic”
strategies contributed positive results
(8.3% and 10.5%, respectively). These
two categories include, among other
things, investments in minerals and
mining, timber, agriculture, infrastruc-
ture and select, systematic hedge
funds.

At the end of 2017, these alternative
asset and opportunistic strategies
comprised 8.7% of OPERF’s total port-
folio, but the Investment Division plans
to continue expanding these strate-
gies’ combined OPEREF allocation giv-
en their attractive return and diversifi-
cation attributes.

INVESTED IN OREGON VENTURE CAPITAL

In accordance with ORS 293.731-293.741, the Oregon Investment Council (OIC) sets investment policy and may con-
tract with external service providers to perform investment management functions. By statute, the OIC is charged with a
sole and exclusive fiduciary obligation to Public Employees Retirement Fund beneficiaries. In terms of its overall invest-
ment responsibilities, the Council aligns policy and Fund management activities with the objective of generating the
highest r)eturns prudently possible. This section offers an annual report on in-state venture capital investments (ORS
293.734).

While the OIC does not mandate Oregon-specific investments, the Public Employees Retirement Fund has exposure to
Oregon companies across the entire portfolio, including publicly traded stocks, fixed income instruments and privately
held real estate.

The Fund’s allocation to venture capital is narrower, and for this report we considered exposure to Oregon-based in-
vestments through the private equity portfolio. Defined as companies headquartered in Oregon, or employing more than
100 employees in the state, “Oregon companies” comprised $697.7 million or approximately 4.8 percent of the Fund’s
private equity portfolio which totaled $14.7 billion as of Dec. 31, 2017. For the calendar year ended Dec. 31, 2016, Ore-
gonfC(IJmpanies comprised $725.8 million or approximately 5.2 percent of the Fund’s then $13.9 billion private equity
portfolio.
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PERFORMANCE SYNOPSIS
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HOW IS THE OPERF REGULAR ACCOUNT DIVERSIFIED?

PUBLIC EQUITY (41.4% or $32.0 billion) FIXED INCOME (20.7% or $16.0 billion)
Shares of public companies in the United Income-generating investments such as
States and abroad. corporate and government bonds.

PRIVATE EQUITY
(19.0% or $14.7 billion)

OPPORTUNITY PORTFOLIO
(2.2% or $1.7 billion)

Tactical or episodic inves
ments designed to enha
returns and improve ove
diversification.

Ownership interests in
privately-held compa-
nies, buyout funds and
venture capital invest-

CASH RESERVES
(0.4% or $299 million)

Cash from employe
contributions and

REAL ESTATE

(9.8% or $7.6 billon)
Ownership interests in real

investment distribu- property assets in the United

tions, dividends and

income held in the ALTERNATIVES (6.5% or $5.0 billion)
Oregon Short Term
Fund to pay benefits or
re-invest.

Non-correlated public market strategies and ownership inter-
ests in real assets such as infrastructure, timberland, mining and
agriculture.

INTERNAL VS EXTERNAL MANAGEMENT

$102.6 Billion

TOTAL ASSETS UNDER MANAGEMENT
ALL FUNDS

Intemally Managed— 29.4%
Externally Managed— 70.6%

FIXED INCOME PUBLIC EQUITY
Intemally Managed Intemally Managed

RNAL 57.0% 24.3%
Externally Managed Externally Managed

43.0% 75.7%

INVESTMENT RETURNS

PUBLIC EMPLOYEES RETIREMENT FUND
Regular Account Balance: $77.3 Billion (Dec. 31, 2017)
Globally diversified financial and real asset portfolio.

1-year 3-year 5-year  10-year

+15.4% +8.0% +9.4% +6.0%

PUBLIC EMPLOYEES RETIREMENT FUND —
VARIABLE ACCOUNT
Balance: $612.5 Million (Dec. 31, 2017)
1-year 3-year 5-year  10-year

+24.4% +9.9% +11.4% +5.3%

STATE ACCIDENT INSURANCE FUND
Balance: $4.8 Billion (Dec. 31, 2017)
Managed on behalf of injured workers and their families

1-year 3-year 5-year  10-year
+7.9% +4.5% +4.5% +5.6%
COMMON SCHOOL FUND

Balance: $1.7 Billion (Dec. 31, 2017)
Managed in trust for Oregon schoolchildren, includes
Oregon unclaimed property.
1-year 3-year 5-year  10-year

+17.2% +7.7% +9.5% +5.9%

OREGON SHORT TERM FUND
Balance: $19.4 Billion (Dec. 31, 2017)
Includes Local Government Investment Pool

1-year 3-year 5-year 10-year

+1.3% +1.0% +0.8% +1.1%

FIXED INCOME (BONDS)

STATE AND LOCAL
GOVERNMENT 7.6

BONDS 28.4%

SECURITIZED 28.4%

\— OTHER 2.0%

As of Dec. 31, 2017, OPERF had a total of $16 billion in
fixed income investments. The majority of those bonds are
government issued. Of the total bonds in the portfolio,
62.4 % were rated AAA, the highest possible grade.

US TREASURY 4
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PERFORMANCE SYNOPSIS

PORTFOLIO SIZE — FIVE YEAR TREND
(MARKET VALUE IN MILLIONS)

12131117 12/31116 12/31115 12/31114 12/31113

Public Employees Retirement Fund (OPERF)  $77,915 $70,460 $68,704 $70,025 $67,913
Regular account and variable

Oregon Short Term Fund (OSTF) 16,281 14,457 13,479.9 12,439.5 12,717.8
State Accident Insurance Fund (SAIF) 4,848 4,673 4,483.4 4,589.9 4,416.7
Common School Fund (CSF) 1,676 1,465 1,424.2 1,433.7 1,362.2
Oregon War Vet Bond Sinking Fund 101 102 89.9 99.1 94.2
DCBS Fund 261 238 220.3 205.2 183.5
DAS Funds 144 143 147.8 148.3 163.0
Other Funds 1,393 1,130 1,027.6 552.3 568.5
TOTAL $102,619 $92,668 $89,577.5 $89,538.2 $87,495.0

OREGON PUBLIC EMPLOYEES RETIREMENT FUND — MONTHLY 2017
(MARKET VALUE IN MILLIONS)
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INVESTMENTS BY TYPE—OPERF

(AS OF JUNE 30, 2017)

Fair Market Value

US Treasury Obligations $ 6,659,894,035

US Treasury Obligations - Strips 41,009,528

US Treasury Obligations - TIPS 143,879,524

US Federal Agency Mortgage Securities 797,272,911
US Federal Agency Mortgage TBAs 743,219,289
US Federal Agency Debt 165,603,636

US Federal Agency Strips 35,777,340
International Debt Securities 910,637,728
Non-Government Debt Securities 182,475,856
Corporate Bonds 1,979,160,522

Bank Loans 1,249,320,725

Municipal Bonds 28,201,844

Collateralized Mortgage Obligations 860,759,568
Asset-Backed Securities 357,512,116
Guaranteed Investment Contracts1 178,535,884
Domestic Fixed Income Funds 598,796,147
International Fixed Income Funds 36,483,217
Total Debt Securities 14,968,539,870

Derivatives in Asset Positions 23,282,863

Domestic Equity Securities 13,267,869,276
International Equity Securities 11,679,899,999
Domestic Equity Funds 1,286,567,504

Global Equity Funds 2,101,105,870

International Equity Funds 1,323,753,702

Target Date Fund 535,869,075

Oregon Savings Growth Plan - Self Directed 7,521,864

Total Public Equity 30,225,870,153

Real Estate and Real Estate Investment Trusts 8,718,684,190
Private Equity 15,017,344,594

Alternative Equity 4,138,735,188

Opportunity Portfolio 1,587,753,762

Total PERS Investments - Fiduciary Funds $ 74,656,927,757

Source: PERS CAFR
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OREGON PUBLIC EMPLOYEES RETIREMENT FUND PRIVATE PARTNERSHIP COMMITMENTS

PERFORMANCE SYNOPSIS

PRIVATE EQUITY REAL ESTATE

VINTAGE YEAR PARTNERSHIP VINTAGE YEAR PARTNERSHIP
COMMITMENTS—2017 COMMITMENTS—2017

(in millions of dollars) (in millions of dollars)

Apollo Investment Fund IX $480.0 ASB Allegiance Real Estate $150.0
CVC Capital Partners VII $245.1 JP Morgan Strategic Property $300.0
Encap Energy Capital Fund XI| $250.0

Genstar Capital Partners VIII $100.0

Genstar VIl Opportunities Fund $50.0 ALTERNATIVES PORTFOLIO

Gl Partners Fund V $250.0 VINTAGE YEAR PARTNERSHIP

Green Equity Investors VI $250.0 COMMITMENTS—2017

GTCR Fund XI $150.0 (in millions of dollars)

KKR Americas Fund XII $500.0

KKR Asian Fund Ill $250.0 JPM Systematic Alpha $500.0
Mayfield XV $27.5 BlackRock Style Advantage Onshore $500.0
MBK Partners Fund IV $200.0 Tillridge Global Agribusiness Partners Il $100.0
Novalpina Capital Fund | $232.9 Starwood Energy Infrastructure Fund Ill $150.0
Palladium Equity Partners V $164.0 NGP Natural Resources X! $250.0
Tailwind Capital Partners Ill $200.0 EQT Infrastructure Fund Ill $159.4
TPG Growth IV $200.0

Veritas Capital Fund VI $225.0

OPPORTUNITY PORTFOLIO

VINTAGE YEAR PARTNERSHIP

COMMITMENTS—2017
(in millions of dollars)

None

OREGON SHORT TERM FUND / LOCAL GOVERNMENT INVESTMENT POOL

CASH FLOWS AND SOURCES
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OREGON INVESTMENT COUNCIL
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The Oregon investment Council met eight times in 2017 to hear reports on portfolio performance, to consider investment policy
amendments and to hear final presentations on proposed investments.

Citizen-led Council of fiduciaries is responsible for prudent
portfolio oversight, investment policies, and asset allocation

The Oregon Investment Council (OIC) is a
six-member board responsible for setting
investment policy for Oregon public trust
and other state investment funds. Four
members are appointed by the governor.
The State Treasurer serves by position,
while the director of PERS, a separate
agency, also serves by position, butin a
non-voting capacity.

The OIC ensures that money in the funds
is invested and reinvested as productively as possible.
Moreover, these funds are managed as a prudent investor
would, a standard that requires the exercise of reasonable
care, skill, and caution -- and is applied to investments not
in isolation, but as part of an overall investment strategy.

The OIC has adopted the following set of investment and
management beliefs that guide both policy development
and day-to-day investment activities:

1. The OIC is Ultimately Responsible for the Investment
Program;

2. Asset Allocation Drives Risk and Return;
3. The Equity Risk Premium Will Be Rewarded;

OREGON
INVESTMENT
COUNCIL

Rukaiyah Adams
Chair

_I}_Aeyer Memorial Russell

rust Development

John Russell
Vice Chair

4. Private Market Investments Can Add Sig-
nificant Value and Represent a Core OIC/
OST Competency;

5. Capital Markets Have Inefficiencies That
Can Be Exploited;

6. Costs Directly Impact Investment Returns
and Should Be Monitored and Managed
Carefully; and

7. Transparent Markets are Essential for
Long-Term Investment Success.

Under Treasury’s open-door policy, investment officers
consider proposals and solicitations from any firm or part-
nership that submits a proposal in good faith. This policy,
however, does not bind the OIC or Treasury to invest in
any way or with any particular firm or partnership. In addi-
tion, placement agents are not needed to do business with
Oregon.

Importantly, neither OIC members nor Treasury staff have
any responsibility or authority for 1) the determination or
administration of public employees’ retirement benefits or
2) the level of OPERF contributions collected from state
and local agencies.
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Steve Rodeman
Director, PERS
Ex officio
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INDIVIDUAL ACCOUNT PROGRAM TRANSITION

Based on best practices, Investment Council revised defined
contribution part of PERS to align risk exposure with ag

To reduce investment risk for public employees approach- .v 7 — = =——

ing retirement, the OIC approved in 2017 a shift to a cus- | = '

tom Target Date Fund framework for the Individual Account
Program (IAP). The IAP, part of the state’s “hybrid” retire-
ment plan for Oregon public workers, was created and ap-
proved by the Legislature in 2003.

Last year’s reform ended the IAP’s original one-size-fits-all
investment approach in which older public employees were
exposed to the same level of investment risk as younger
employees. With the new custom Target Date Fund frame-
work, employees at or near retirement age are better insu-
lated from market volatility, while younger employees will
benefit from a more aggressive, growth-oriented invest-
ment mix.

This reform aligns IAP with “investment best practices” by
adjusting participants’ asset allocation relative to their age
and corresponding risk tolerance.

“This is the right thing to do and a common sense change,” Rukaiyah Adams, chair of the OIC and chief investment

said State Treasurer Tobias Read. Like all other state- officer at Meyer Memorial Trust, said: “The Oregon Invest-
managed accounts, the OIC serves in a fiduciary capacity =~ ment Council is committed to providing an effective invest-
on behalf of IAP participants. ment program for all PERS members, and this reform hon-

ors our fiduciary duty to both IAP participants as well as the
long-term sustainability of the Oregon Public Employees
Retirement Fund.”

IAP ended 2017 with assets of roughly $8 billion, and the
new framework was implemented after the close of busi-
ness on the final trading day of the year.

“Going forward, participants contemplating retirement will
be better protected in the event of a market downturn,”
Treasurer Read said.

Since inception, IAP balances had been invested exclu-
sively in the Oregon Public Employees Retirement Fund
(OPERF).

While OPERF is broadly diversified and has performed well
compared to public fund peers, its asset allocation does not
vary in response to risk/return profile changes among the
more than 350,000 members and beneficiaries it supports.

Accordingly, OPERF is “age invariant” relative to individual
PERS members and their unique investment horizons.

Investments Become More Conservative over Time
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*OPERF i managad by the OST and contains a mix of the following asset classes: public and private equity, fixed income, altematives and real estate. for more information, please refer to the OST website.
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MANAGING RISK AND INVESTING SUSTAINABLY

Oregon engages with companies and
regulators in pursuit of long-term
returns and accountability

Sustainable investment performance
matters to investors and fund benefi-
ciaries. And often, the factors that
signal stronger long-term prospects
go beyond the balance sheet.

Oregon’s trust fund investments are
managed on a long-term horizon of
25 years or more. Against that back-
drop, today’s performance is im-
portant — but so is the sustainability
of that performance, which will deter-
mine fund values years from now.

In accordance with policies adopted
by the OIC, Treasury manages a
multi-billion dollar investment portfo-
lio to maximize long-term returns on
a risk-adjusted basis for Oregon pub-
lic fund beneficiaries including
schoolchildren, injured workers and
public employees and retirees.

Through its corporate governance
program, Treasury engages and col-
laborates with a range of corpora-
tions, regulators and organizations in
pursuit of positive and sustainable
long-term performance.

More specifically, Treasury monitors
and manages a variety of operating,
investment and compliance risks.
Factors that impact the long-term
sustainability of Oregon’s trust fund
portfolio include the way companies
are governed on behalf of sharehold-
ers and the effectiveness of financial
regulations to ensure transparency
and accountability in the financial
marketplace.

Treasury employs several strategies
and actions in pursuit of improved
corporate governance and enhanced
regulatory effectiveness such as re-
search on Environmental, Social and
Governance (ESG) factors, direct
engagement with boards and execu-
tives, proxy voting, coalition building,
public awareness campaigns, and
regulatory advocacy, especially at
the federal level.

To facilitate the integration of ESG
factors in the investment decision
process, Treasury sought and re-
ceived approval from the 2017 Legis-
lature for a new investment officer
position focused on analyzing ESG
risks and opportunities. This new

resource builds on efforts by Chief
Investment Officer John D. Skjervem,
who helped champion the develop-
ment of an empirical ESG measure-
ment approach through his work with
the Sustainable Accounting Stand-
ards Board (SASB).

With the development and introduc-
tion of new ESG measurement and
reporting standards, SASB hopes to
foster more holistic corporate govern-
ance practices that ultimately lead to
more sustainable business models
and simultaneously provide investors
with better data to assess long-term
investment risks and opportunities.

Finally, when corporate or executive
actions damage the value of Ore-
gon’s investments and disadvantage
Oregonians who rely on public trust
fund distributions, the State Treasur-
er can initiate legal action to recoup
losses, influence future executive-
level decision making, and raise gen-
eral awareness regarding industry
best practices.

In these circumstances, members of
Treasury’s corporate governance
team coordinate securities litigation
efforts with the Department of Jus-
tice, which together have recouped
millions on behalf of Oregon trust
funds and their beneficiaries.
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Debt Management Director Laura Lockwood McCall outlined the state debt capacity
recommendations to an Oregon Senate committee during the 2017 regular session.

Debt management program helps finance
vital Oregon projects and creates jobs

Oregon’s credit ratings are a barome-
ter of the state’s fiscal health. Manag-
ing the state’s debt capacity in a pru-
dent way helps to bolster credit scores,
while also ensuring Oregon can get the
most mileage for today’s jobs and to-
morrow’s opportunities.

Public bonding is an important tool that
enhances Oregon’s quality of life and
boosts the economy by constructing
and modernizing roads, schools, and
vital public facilities that will make the
state a better place in the future.

The Debt Management Division ap-
proves issuance of all bonds and ap-
propriation credits for state agencies.

In addition, it is the clearinghouse for
bond data, bond calendars, and infor-
mation about credit ratings. The divi-
sion provides technical support to local
governments, offers training on select-
ed debt-related topics, and created an
online manual to help government offi-
cials plan and execute successful bond
sales. The list of upcoming state bond
sales can be found online.

DEBT
MANAGEMENT
DIVISION

Credit rating firms have applauded Or-
egon’s careful attention to debt and
budget discipline, and the state’s credit
ratings remain steady and solid.

The division reviews the structure of
each bond sale, coordinates the timing
of state agency bond sales, secures
credit ratings, negotiates and accepts
bids for bond placement, reviews offi-
cial statements and other documents,
provides for the delivery of bonds, and
assists with settlement of bond issues.

The division reviews financial and eco-
nomic disclosure information provided
for the sale of State of Oregon general
obligation (GO) bonds, revenue bonds
and appropriation credits. Staff advise
agencies about market developments
and make debt policy and legislation
recommendations.

Laura
Lockwood
McCall
Director

SAVING MILLIONS, FINANCING CRITICAL PROJECTS, AND CREATING JOBS

OREGON PUBLIC DEBT CAPACITY
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The annual report from the State
Debt Policy Advisory Commission
outlines Oregon net tax supported
debt and non-tax supported debt.
It also recommends prudent debt
limits to policymakers. Chart
shows billions of dollars in total
indebtedness per fiscal year.

DEBT STATISTICS

Total new debt issued 2017

Total refunding (refinancing) 2017

General Obligation Debt Ratings

(S&P, Moody's, Fitch)

Lottery Debt Ratings

(S&P, Moody's)

Net state tax-supported debt

General Obligation debt

Lottery-backed debt

Net tax-supported per capita

Larry Groth Alice Bibler

Deputy Director
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OREGON FACILITIES AUTHORITY

LEARN MORE

WEBSITE LAUNCHED

OREOON FACILITES
AUTHORITY

2016 17 HIGHLIGHTS

$47.5 million

$435.3 million

$35.8 million
$348.9 million

$183.5 million

.

Cascades Academy in Redmond complete a S5 million expansion with the assistance of
a SNAP loan obtained through the Oregon Facilities Authority.

Nonprofits can obtain low-cost financing
to buy real estate and complete projects

The Oregon Facilities
Authority (OFA) helps
nonprofit organizations
access low-cost financ-
ing for capital projects
through the issuance of
tax exempt conduit reve-
nue bonds. By making
low-cost financing avail- ey
able, Treasury is able to

to issue the bonds.

OFA can accommo-
date a variety of
financing structures.
These include tradi-
tional conduit bonds
for larger projects or
Small Nonprofit Ac-
celerated Program

assist nonprofits to fur-

ther their missions of
helping Oregonians.

OFA was created by the

Oregon Legislature in

1989. Since inception, it

has issued more than
$3.7 billion in bonds.

With certain exceptions,
OFA can assist any non-
profit organization with a
presence in Oregon that

qualifies as a section

We know that building the
tomorrow we want in Oregon,
starts today. Our state s vital
network of nonprofits is in
vesting to make communities
stronger, from improving
healthcare facilities to adding
college classrooms, to building
affordable housing. The Ore
gon Facilities Authority, with
the help of the Oregon State
treasury, is making these pro-
jects more viable via tax free

financing.

(SNAP) bonds for
smaller ones. The
state does not guar-
antee repayment of
OFA bonds. The
responsibility falls to
the nonprofit.

Since its inception
in 1989, OFA has
issued bonds worth
approximately:

e $2 billion for
healthcare-related

501(c)(3) organization
under federal income tax
law, for capital projects:

major remodeling of facilities;
construction financing; and

refinancing of loans originated for
capital purposes.

OFA bonds are issued by Treasury.
OFA'’s role is to evaluate projects pro-
posed by nonprofits and make recom-
mendations to the State Treasurer for
bond issuance. The State Treasurer

makes the final decision about whether

State Treasurer Tobias Read

Purchase of facilities or equipment;

projects (34 sepa-
rate issuances);

e $1.3 billion for
education-related projects (67 sep-
arate projects) including student
housing;

$352 million for projects relating to
housing (other than student hous-
ing) in 32 separate projects;

$92 million for cultural institutions
(9 projects); and

$64 million for social services (19
separate projects).
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OREGON COLLEGE SAVINGS PLAN / SAVINGS NETWORK STAFF
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Oregon College Savings _programs

eclipse $3 billion in assets, expand
outreach to more communities

More families than ever are saving for

higher education and job training

through Oregon’s tax-advantaged col-

lege savings plans, and the value of

thcln_se assets reached a record $3.18
illion.

With unique investment options and
easy enrolliment, the Oregon program
helps connect more students and fami-
lies with the dream of a college educa-
tion and post-secondary vocational
training. In addition, it provides state
and federal tax advantages and more
flexibility than many other college sav-
ings vehicles.

Oregon currently offers two plans: the
Oregon College Savings Plan, which
is the state’s flagship plan sold directly
to investors, and the MFS 529 Savings
Plan, sold by financial advisors.

Each is comprised of a specific set of
investment options, and offer partici-
pants a variety of investment choices
and contribution options.

In 2017 Treasury expanded the school-
based Be College Ready outreach pro-
gram into more districts. The Baby

Grad program will provide matching

OREGON
SAVINGS
NETWORK

funds of $25 for accounts opened on
behalf of babies, before they reach
their first birthdays.

The Oregon Savings Board oversees
the administration of the plan. Because
of the growth of assets, the Board has
been able to reduce fees for all savers.

e The 2017 Oregon income tax deduc-
tion was as much as $4,660 for
joint filers, and $2,330 for single
filers.

¢ All earnings and withdrawals are free
from state and federal taxes if used
for qualified college expenses.

¢ Control remains with the person who
establishes the account.

e Funds can be used nationwide at any
eligible school or college, including
technical, vocational and graduate
school.

¢ Funds can be used for tuition, room
and board, books, and other re-
quired fees. Proposed federal law
changes in 2015 allow for the pro-
ceeds to be used for computers
and technology.
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David Bell
Deputy Director

Michael Parker
Director

John Valley
Statewide
Qutreach

2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016

2017

Kaellen
Hessel
Oregon ABLE
Savings

Total assets:
Total accounts:
Total beneficiaries:

Lisa Massena
OregonSaves

HELPING FAMILIES SAVE

$3.18B
183,123
178,078

Saving for College rated: 4.5 caps

30,000,000
80,000,000
240,000,000
00,000,000
560,000,000
760,000,000
$980,000,000
70,000,000
$1,001,000,000
80,000,000

80,000,000

Joel Metlen
OregonSaves




OREGON ABLE SAVINGS

PO OREGON ABLE
AR S P
Total assets: $3.4 M
Total benéeficiaries: 936

Who can have an account?

To be eligible for an ABLE account,
you or the beneficiary must:
Have a disability or blindness that
developed before the age of 26
that will last, or has lasted at least
a year;

Live in the state of Oregon; and
Confirm one of the following:
Are eligible for SSI or SSDI because
of a disability;
Experience blindness as deter-
mined by the Social Security Act;
or
Can produce a signed diagnosis
form by a licensed physician if
requested.

How to open an account?

If you or the beneficiary are over
the age of 18 and can manage
your own account, go ahead
and get started.

If you’re the Authorized Legal Rep-
resentative, you can open an ac-
count if you are able to demon-
strate that you have been desig-
nated as the Power of Attorney,
Legal Guardian or Conservator for
the beneficiary. If the beneficiary
is under the age of 18, the ALR can

also be a parent.

ﬁ\

Save for today and invest fora
better tomorrow.

Open an account easily at:
OregonABLESavings.com

After one year, more than 1,000 people
with disabilities saved $3.4 million in
new Oregon ABLE Savings options

A year after being able to save money
without jeopardizing their benefits,
more than 1,000 people with disabilities
saved $3.4 million through Oregon’s
ABLE savings plans at year end.

Before Congress and the Oregon State
Legislature paved the way for the crea-
tion of ABLE plans, people with disabili-
ties were forced to live in poverty if they
wanted to remain eligible for means-
tested benefits, like Medicaid and Sup-
plemental Security Income, which re-
quired the individual to have less than
$2,000 in their name.

ABLE funds can be used for anything
that helps improve the health, inde-
pendence or quality of life of a person
with a disability.

There are two plans in the Oreogn plat-
form: The Oregon ABLE Savings Plan
for Oregonians and the nationwide
ABLE for ALL Savings Plan.

More than 850 Oregonians have saved
$2.86 million thus far through Oregon
ABLE. The average account size for
Oregon ABLE is $4,044, almost $400
more than the national average.

"ABLE is making a real difference in
hundreds of lives throughout the state.

It's helping a Milwaukie teen save for
her first apartment and a Bend man
replace his failing wheelchair,” said
Treasurer Tobias Read. “I am proud
that Oregon has been a national leader
in this arena. We will continue to make
it easier for people to save and invest in
their future and the futures of their
loved ones.”

Knowing that the needs of the disability
community are diverse, Oregon ABLE
staff are constantly looking for ways to
improve the plans so that they not only
meet these needs but empower people
with disabilities.

Nonverbal account owners or those
who better communicate in writing now
have the ability to chat with a customer
service representative through the new
chat function on OregonABLESav-
ings.com and ABLEforALL.com. Users
can even share their computer screens
if they need help navigating the web-
site.

A prepaid card, debuted over the sum-
mer, allows account owners to have
instant access to the funds in their ac-
count which is key for people looking to
use the account for daily expenses.
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Helping improve financial wellness: Treasurer Read named as
chair of national education panel

Smart financial decisions help people navigate better lives.
However, in an increasingly complex financial world, it can
be tricky to spot all the traps.

Improving financial literacy and confidence are key. Treas-
urer Tobias Read was named to a national leadership role
in 2017 to help promote better money-related decisionmak-
ing and habits, from saving to budgeting to being vigilant
about scams.

Read will serve as the 2018 chair of the Financial Educa-
tion & Empowerment Committee for the National Associa-
tion of State Treasurers. The vice chair will be Indiana
State Treasurer Kelly Mitchell.

“We are talking dollars and sense,” said Treasurer Read. |
look forward to working with Treasurer Mitchell and my col-
leagues from across the country to improve financial litera-
cy and help Americans invest in themselves.”

The national focus on improving financial literacy will mesh
with Treasurer Read’s priorities in Oregon.

As part of Read’s goal to help Oregonians invest in them-
selves and their families, Treasury is promoting expanded
financial outreach through the Oregon Savings Network.

Read also supports private and nonprofit efforts such as
such as the Oregon Jump$tart to boost financial know-how.
Those help fill the need that was created when Oregon in
the 1990s eliminated the requirement of a personal finance
class to graduate from high school.

Treasury has served as the location for meetings of the
Oregon Jump$start Coalition and also Financial Begin-
nings, an education nonprofit.

On the national panel, Read said he will highlight best prac-
tices and innovation from across the country, particularly
when it comes to successful outreach to underrepresented
populations.

The National Association of State Treasurers offers leader-
ship across an array of public finance arenas and is made

up of state treasurers or officials with comparable responsi-
bilities from the United States, its commonwealths, territo-
ries, and the District of Columbia.

Also on the national level, Treasurer Read advocated to
maintain financial protections for consumers that reduce
the likelihood that people fall prey to unscrupulous financial
practices. That includes advocacy on behalf of the fiduciary
rule, a standard that would ensure that sellers of financial
products act first in the best interest of their clients — and
not with the first goal of enriching themselves.
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SERVING OREGON GOVERNMENTS / FINANCE DIVISION

Treasury provides a suite of secure
and low-cost cash management
services for state, local governments

KEEPING FUNDS SAFE

$236 billion
$2.7 billion

MISSION STATEMENT

MANAGEMENT SERVICES PROVIDERS

TREASURY DEPOSITORIES

COLLATERALIZATION

FINANCE
DIVISION
LEADERSHIP

The Treasurer is the sole banking and
cash management officer for the
State of Oregon.

Pursuant to that role, Treasury’s Fi-
nance Division provides banking and
cash management services to all
state agencies, as well as certain
public universities and hundreds of
Oregon local government entities,
including cities, counties, schools,
and special districts.

Through the division, Treasury:

e acts as the bank for all state
agencies by providing depository,
check redemption, and electronic
payment services (including for-
eign and domestic wire, Automat-
ed Clearing House (“ACH”), mer-
chant card acceptance, and a
variety of other services)

e maintains and reports customer
account information via an inter-
nally managed Demand Deposit
Account (“DDA”) structure and
internally developed statement
reporting tool

e facilitates cash management
transactions via secure technolo-
gy infrastructure at Treasury
(currently in transition to vendor-
delivered models) and via vendor
relationships depending on the
transaction type.

e works with agencies, vendors,
and appropriate legal representa-
tives to protect public funds by
helping to ensure compliance with
regulatory and industry require-
ments, as well as Oregon public
funds laws.

e works closely with the Oregon
Department of Administrative Ser-
vices with respect to coordination
of accounting (and some budget-
ary) control aspects inherent to
state government.

e administers the Oregon Short
Term Fund (including the Local
Government Investment Pool) as
a short-term cash investment ve-
hicle for state agencies and
roughly 1,000 local governments.

The division managed nearly 14.9
million financial transactions in
2017—including cash deposits, elec-
tronic fund transfers, and check issu-
ances. Those transactions totaled
more than $236 billion for the calen-
dar year.

The division also administers the Pub-
lic Funds Collateralization Program to
protect public funds deposited in pri-
vate-sector financial institutions. See
page 38.

Collateral is needed to cover deposits
at banks and credit unions that ex-
ceed levels insured by the Federal
Deposit Insurance Corporation and
National Credit Union Administration.

The division took further steps toward
strengthening and diversifying cash
management services—with the goal
of improving the protection of public
funds—Dby selecting KeyBank as a
second primary service vendor fo-
cused on ACH and wire transfer ser-
vices.

The transition of those services will
occur over several years.

Cora Parker
Director

Michael Auman
Deputy
Director



LOCAL GOVERNMENT INVESTMENT POOL
AR

76 agencies
820 accounts | $10.3 billion

10 public universities

19 accounts | $372 million

983 local governments
1,582 accounts | $8.7 billion

This is the grand total of deposits in
the Local Government Investment

Pool. NOTE: Each county includes

several different government enti-

ties.

Baker
Benton
Clackamas
Clatsop
Columbia
Coos
Crook
Curry
Deschutes
Douglas
Gilliam
Grant
Harney
Hood River
Jackson
Jefferson
Josephine
Klamath
Lake

Lane
Lincoln
Linn
Malheur
Marion
Morrow
Multnomah
Polk
Sherman
Tillamook
Umatilla
Union
Wallowa
Wasco

Washington

Wheeler
Yambhill
TOTAL

S 33,926,045.37
168,709,385.19
949,812,008.74
189,736,839.46
159,325,827.68
183,117,543.14

64,135,868.21
69,647,783.21
389,292,512.79
228,838,733.41
46,840,009.93
66,888,974.09
35,478,792.14
105,325,684.44
369,448,996.95
44,841,423.92
148,593,141.16
159,689,525.32
42,422,230.96
645,205,664.74
243,527,466.34
321,390,728.89
92,763,101.79
707,763,538.71
42,436,415.06
829,933,189.36
100,356,137.15
37,905,805.94
140,174,280.28
218,548,779.66
59,729,162.47
40,758,372.50
111,962,677.29
1,330,690,758.82
8,961,397.77
325,739,506.14

$ 8,713,918,309.02

P
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As part of modernization efforts, local
governments gained access to new
online portal for investment pool

Across Oregon, governments of every
size collect revenue and pay bills to
serve the public.

To keep public money safe and to
stretch taxpayer dollars, governments
are able to deposit money in the Ore-
gon Local Government Investment
Pool.

Roughly 1,000 local governments --
including cities, counties, school dis-
tricts and even irrigation districts -- use
the pool, which has combined depos-
its worth more than $6 billion.

As part of a 2017 system moderniza-
tion effort at Treasury, those deposi-
tors now have easier access to their
investment accounts and also en-
hanced cybersecurity.

“Improving customer access and addi-
tional security is vital to modernize our
banking and cash management ser-
vices, and helps achieve our commit-
ment to Oregonians to do business
the right way,” said Treasurer Read, in
a news release.

Treasury partnered with PFM Asset
Management LLC, which provides
services to local government invest-
ment pools across the country, to de-
liver a modern and user-friendly sys-
tem -- replacing an antiquated phone-
based system. PFM will also provide
ongoing customer service and opera-

ORI

tional support. PFM
provides a web-
based system and

login called EON. EON
The Local Govern-
ment Investment LOGIN

Pool was estab-

lished in 1973 to provide local govern-
ments with an investment option that
prioritizes safety, liquidity, and return

on investment.

In conjunction with the Oregon Invest-
ment Council and Oregon Short Term
Fund Board, Treasury manages the
combined pool as part of the larger
Oregon Short Term Fund, which also
includes state agency deposits.

The OSTF helps governments to earn
a rate of return on money between
when revenue is received and when
the money is needed to pay bills. The
rate is determined by Treasury staff
based on market conditions and yield
for fixed income securities such as
government and corporate bonds.

The Short Term Fund is made up of
government operating money and thus
it is not invested in the stock market.

All state agencies use the fund. Local
governments such as school districts
and counties, as well as Oregon’s sov-
ereign tribes, have the option.
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COLLATERALIZATION POOL PROTECTS LOCAL DEPOSITS

Financial institutions post collateral in order to become
qualified public funds depositories and serve public entities

Across the state, government entities
are able to conveniently and safely
deposit public funds at local bank
branches and credit unions. The mon-
ey is protected through a program at
Treasury known as the Public Funds
Collateralization Program.

Banks and credit unions that want to
provide deposit services for govern-
ments must first be approved as
“qualified depositories.” The list of
these institutions is a public record.
Government entities must only use
these depositories.

The federal government has insurance
programs for bank and credit union
deposits. However, if the volume of
deposits are more than the maximum
covered by insurance, then institutions
must pledge a sufficient amount of col-
lateral, based on their respective finan-
cial health.

Depository

Albina Community Bank
Baker Boyer Bank

Bank of America

Bank of Eastern Oregon

Bank of the Pacific

Bank of the West

Banner Bank

Citizens Bank

Clackamas County Bank
Clatsop Community Bank
Columbia State Bank
Community Bank

First Federal Savings and Loan
First Interstate Bank
HomeStreet Bank

Inland Northwest Bank
JPMorgan Chase Bank, N.A.
KeyBank National Association
Lewis & Clark Bank

MUFG Union Bank, N.A.
Oregon Coast Bank

Oregon Pacific Bank

Peoples Bank of Commerce
Premier Community Bank
Riverview Community Bank
Summit Bank

U. S. Bank National Association
Umpqua Bank

Uninsured Public Funds Deposits

S 16,565,000.00

That helps ensure that if the financial
institution closes for whatever reason,
the public funds can be recovered. As
a result, taxpayers and governments
are protected.

ORS chapter 295 governs the collat-
eralization of Oregon public funds and
provides the statutory requirements for
the Public Funds Collateralization Pro-
gram (PFCP), including what qualifies
as collateral.

All depositories are required to submit
reports to Treasury, providing infor-
mation including public funds balances
in excess of insurance limits, total pub-
lic funds on deposit, depository net
worth, and capitalization information.
Depositories are categorized as well
capitalized, adequately capitalized, or
undercapitalized, and those categories
help determine the thresholds for col-
lateral and the required frequency of

Depository

Washington Federal

832,445.00
95,218,765.90
19,171,814.71

Wells Fargo Bank

Washington Trust Bank

Willamette Community Bank

reporting.

Public officials are required to verify
that deposit accounts in excess of de-
posit insurance limits are maintained at
only those financial institutions includ-
ed on the list of qualified depositories.

Public officials also are required to re-
port at least annually, or within three
days of a change, the depositories
they do business with, and provide
current contact information.

A custodian institution holds the securi-
ties pledged by each qualified deposi-
tory. Depositories can request approv-
al to pledge more, or to release, secu-
rities from their custodian account. Re-
quests must meet relevant statutory
and program requirements, before they
can be approved by PFCP staff.

Uninsured Public Funds Deposits

195,184,097.84
0.00
207,551,327.38
13,098,129.74

327,167.00 7B, N.A. 476.60
20,315,524.00
60,692,439.54 Aggregate Oregon Uninsured Public Funds Deposits
6,662,909.00 S 2,656,169,397.06
1,074,022.00 Aggregate Oregon Public Funds Collateral Pledged
4,847,667.11 S 1,748,209,700.87
74,668,927.05
5,955,738.00 Advantis Credit Union 2,117,021.00
1,248,698.00 Marion and Polk Schools Credit Union 0.00
93,915,850.00 Northwest Community Credit Union 4,771,758.00
0.00 Old West Federal Credit Union 0.00
26,126.74 OnPoint Community Credit Union 636,575.00
0.00 Oregon Community Credit Union 9,528,047.02
47,206,914.00 Oregon State Credit Union 4,144,346.00
32,021,676.00 Pacific Crest Federal Credit Union 1,253,737.73
8,822,581.00 Rogue Credit Union 15,242.44
28,653,475.00 St Helens Community Federal Credit Union 225,124.00
7,710,852.00 Unitus Community Credit Union 4,050,385.71
4,317,032.98 Wauna Federal Credit Union 431,461.59
1,812,504.00
0.00 Aggregate Oregon Uninsured Public Funds Deposits
0.00 S 27,173,698.49
827,344,766.47 Aggregate Oregon Public Funds Collateral Pledged
880,922,470.00 S 40,650,598.52
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LOCAL GOVERNMENT AND COMMUNITY ASSISTANCE

Treasury is not formally an economic
development agency, but through a
suite of financial tools it helps to facili-
tate local economic activity and save
money for taxpayers, nonprofits, school
districts. In addition, private entities can
save money on financing for projects
that offer a public benefit.

The Private Activity Bond Committee is
responsible for determining which pri-
vate projects can qualify. Certain types
of privately owned facilities such as
airports, marine port facilities, afforda-
ble housing, or other economic devel-
opment projects, provide significant
benefits to the communities they serve.
When the construction of a private facil-
ity would provide important public bene-
fits, the project can often be financed
using tax-exempt bonds.

Under federal law, each state can ap-
prove a limited amount of tax-exempt
debt, that can be used for private pro-

DISTRICT

Washington County SD 88J (Sherwood)
Washington County SD 88J (Sherwood)
Malheur County SD 84 (Vale) (UHD 3)
Lane County SD 66 (Crow-Applegate-Lorane)
Umatilla County SD 6 (Umatilla)
Multnomah County SD 10J (Gresham-Barlow)
Multnomah Cty SD 10J (Gresham-Barlow)
Benton Cty SD 1J (Monroe)

Columbia Cty SD 502 (St Helens)
Clackamas Cty SD 12 (North Clackamas)
Clackamas Cty SD 12 (North Clackamas)
Clatsop Cty SD 10 (Seaside)

Clatsop Cty SD 10 (Seaside)

Washington Cty SD 23J (Tigard-Tualatin)
Washington Cty SD 48) (Beaverton)
Washington Cty SD 48J (Beaverton)
Washington Cty SD 48)J (Beaverton)
Washington Cty SD 48)J (Beaverton)
Clackamas Cty SD 46 (Oregon Trail)
Lane Cty SD 4J (Eugene)

Linn Cty SD 8J (Greater Albany)
Columbia Cty SD 6J (Clatskanie)

Marion Cty SD 14 (Jefferson)

Marion Cty SD 14J (Jefferson)

Jackson Cty SD 35 (Rogue River)
Columbia Cty SD 47J (Vernonia)
Columbia Cty SD 47J (Vernonia)
Umatilla Cty SD 2 (Pilot Rock)
Multnomah Cty SD 1J (Portland)
Multnomah Cty SD 1J (Portland)

Union Cty SD 8J (North Powder)
Tillamook Cty SD 9 (Tillamook)
Deschutes Cty SD 1 (Bend-Lapine)

Linn Cty SD 55 (Sweet Home)

Polk Cty SD 2 (Dallas)

Washington Cty SD 1J (Hillsboro)
TOTAL (2017)

jects. To qualify for this lower cost fi-
nancing, the financed projects need to
benefit the public.

Under the School Bond Guaranty Act,
which was proposed by the 1997 Legis-
lature and approved by voters in 1998,
public school districts and community
colleges can lower their costs of bor-
rowing by having their bonds based on
the state’s credit rating. Taxpayers save
millions as a result.

In those cases, the districts are respon-
sible for retiring the debt, but the bonds
are guaranteed by the full faith and
credit of the state.

Statewide, a total of 36 bond issuances
in 2017 were backed by the state via an
Oregon School Bond Guaranty. Those
were in both rural and urban districts,
and the total borrowed was $2.6 billion.
With financing and interest, the total
costs of those loans to taxpayers will be
$4.1 billion.

MATURITY DATE  PRINCIPAL + INTEREST
6/15/2047 $ 203,185,000
6/15/2033 93,332,600
6/15/2037 11,516,750
6/15/2037 5,785,650
6/15/2035 18,201,749
6/15/2036 135,790,000
6/15/2037 259,405,300
6/15/2037 8,757,700
12/15/2042 89,301,250
6/15/2042 358,745,000
6/15/2037 310,342,750
6/15/2047 95,140,000
6/15/2036 105,542,150
6/15/2037 332,785,500
6/15/2028 47,815,344
6/15/2034 133,145,000
6/15/2035 52,483,000
6/15/2036 284,791,000
6/15/2032 98,235,150
6/15/2037 66,944,800
6/15/2037 220,871,900
6/15/2021 2,138,674
6/15/2047 6,520,000
6/15/2041 21,313,888
6/15/2023 3,017,642
6/15/2047 11,175,000
6/15/2037 4,144,900
6/15/2029 2,673,876
6/15/2020 96,684,505
6/15/2044 357,402,400
6/15/2037 4,355,550
6/15/2025 9,441,450
6/15/2037 244,862,375
2/1/2029 4,910,800
6/15/2024 8,431,310
6/15/2038 454,139,887

$ 4,163,329,848

1

Treasury makes funds available
each month from the Short Term
Fund to local lenders to help
jump start local investment, via
the Time CD program. The goal is
to make at least $200 million
available to lenders. Qualified
institutions can place requests
each month and Treasury will
purchase CDs based on market
rates.

The Municipal Debt Advisory
Commission maintains a
statewide bond calendar to ena-
ble agencies and local govern-
ments to minimize conflicts that
may impact marketability. By
request, it also provides overlap-
ping debt reports.
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A SECURE NETWORK

Technology division manages support,
applications, and cybersecurity to
enhance services and protect public

TECHNICAL SERVICES

APPLICATION SERVICES

CYBERSECURITY

INFORMATION
TECHNOLOGY
DIVISION
LEADERSHIP

The Oregon State Treasury requires a
highly secure and functioning technolo-
gy program to ensure the safety of Ore-
gon assets, transactions and invest-
ment trade secrets. To help protect the
integrity of public funds, Treasury main-
tains a separate and secure computer
system.

When the Oregon Capitol opened in
the 1930s, state funds and financial
records were kept in a massive vault in
the Treasurer’s office. As a modern
financial organization, Oregon State
Treasury today relies heavily on auto-
mation to drive efficiencies and provide
timely information for good decision-
making.

The Information Technology Division
(IT) helps fulfill Treasury’s mission by
providing the computing infrastructure
and expertise needed to conduct busi-
ness securely and reliably. The IT Divi-
sion manages and maintains the tech-
nology functions of the agency in three
office locations.

IT works closely with Investment, Fi-
nance, Debt Management, Oregon 529
College Savings Plan, Oregon Retire-
ment Savings Plan, and other agency
staff to design and manage solutions
that meet their needs. Because of the
key role technology plays in delivering
Treasury services, the IT Division is
involved in many agency initiatives.

- 5

Chris Molin Joe Archer

Director Application
Services
Manager

IT staff manage a combination of cloud-
based, purchased, and custom devel-
oped applications as well as infrastruc-
ture components to deliver them to
Treasury staff and customers. Third-
party service providers including finan-
cial institutions and cloud-based ser-
vices are a vital part of the technology
infrastructure that enable Treasury
business operations.

Information technologies change rapid-
ly. Providing secure, reliable, and cost-
effective technologies that are also flex-
ible enough to meet the demands of an
evolving industry is crucial.

As important as the technology is to the
success of Treasury’s mission, the peo-
ple who deliver it are equally important.
Treasury is dedicated to continuous
learning to ensure up-to-date skills and
awareness of emerging trends that may
impact Treasury services. Strategic
use of specialized outside experts is
also an important tool to most effective-
ly design and manage the critical infor-
mation technologies on which Treasury
relies.
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AUDIT HIGHLIGHTS AND FINANCIAL REPORTING

Treasury earned credit for high quality of financial reports

Treasury earned the highest
accolade from the Department
of Administrative Services’
Chief Financial Officer for the
quallrt_e/ of our annual financial
reports.

The Gold Star Certificate is
awarded to state agencies that
provide accurate and com-
plete fiscal year-end infor-
mation in a timely manner.
George Naughton, DAS chief
financial officer, said the cita-
tion is challenging to earn.

“The achievement is due pri-
marily to your agency’s dili-
gent efforts to maintain accu-
rate and complete accounting
records throughout the year,
he said in a Feb. 10 letter to
Treasurer Read.

“Congratulations to your agen-
cy and your fiscal team for this
outstanding work.”

Office of the Secrotary of State SE-%, Avdis Divisian
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Independent Auditor’s Report

The Honorable Kate Brown, Governor of Oregon
Tobias Read, State Treasurer

Oregon Investment Council

Oregon Short Term Fund Board

The Honorab

Report on the Financial Statements

We have audited the accompanying financial statements of the Oregon Short Term Fund, an
external investment pool of the State of Oregon, as of and for the year ended June 30,2017, and
the related notes to the financial statements, as listed in the table of conteats

Management's Responsibility for the Financial Statements

Management is respansible for the preparation and fair
statements in accordance with accounting principles generally
America; this includes the design, implementation, and nance of internal cont
to the preparation and fair presentation of financial statements that are froe from material
misstatement, whetber due to fraud or error

presentation of these fimancial
epted in the United States of

Auditor’s Responsibility

Our respansibility is to express an opinion on these financial statements based on our audit. We

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the fina ements. The procedures selected depend or tar's
|udgment, Including the assessment of the risks of material misstatement of the financial
statements, whether due sror. In making those risk assessments, the auditor
ty's preparation and fair p
wdit procedures that are approp
expressing an opinion oa the effectiveness o
| control. Accoedingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimstes made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Oregon Short Term Fund as of June 30, 2017, and the changes in
financial position thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America

Emphasis of Matter
As discussed In Note 1, the financial statements of the Oregon Short Term Fund, an external
Investment pool of the State of Oregon, are Intended to present the financial position and the
changes in financial position of only the Oregon Short Term Fund. They do not purport to, and
do not, present fairly the financial position of the Oregon State Treasury or the State of Oregon
as of June 30, 2017, or the changes in their financial position for the year then ended in
accordance with accounting principles generally accepted in the United States of America. Our
opinion is not modified with respect to this matter.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
August 28, 2017, on our eration of the Oregon State Treasury’s internal control over
financial reporting and on aur tests of its compliance with certain provisions of laws, regulations,

contracts, and grant agreements and other matters. The purpose of that repart Is solely to
describe the scope of our testing of internal control aver financial reporting and compliance and
the results of that testing and not to provide an opinion on interal control over financial
reparting or on campliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the Oregon State Treasury's internal control
over financial reporting and compliance

Office of the Secretary of State, Audits Division
Blprer 1y e deoshusn i) bty (usdiZee Drni

State of Oregon
August 28, 2017

Audit letter from the Secretary of State Audit Division dated Aug. 28, 2017.

PEW CHARITABLE TRUSTS LAUDS OREGON TREASURY REPORTING

June 14, 2017

Oregon Treasury ‘leads the way’ in public debt transparency, new Pew
Charitable Trusts study says

Affor abili y s

ies ive policymakers a clear vision of how m ch hey can pr en ly borrow

SALEM The Oregon State Treasury is a leader when it comes to public debt transparency, according to a new study from the

Pew Charitable Trusts.

The analysis considered financial disclosures and debt affordability reports from all 50 states, noting that the best possible data is
needed to help guide multimillion dollar decisions about managing existing debt or issuing new bonds.

The authors cited the annual report from the Oregon State Debt Policy Advisory Commission, chaired by State Treasurer Tobias
Read, as a strong example because of its wide scope, clear comparisons and because it includes debt projections under different

interest rate scenarios.

Oregon is among nine states that lead in transparency by producing studies that give policymakers a clear understanding of their
states debt levels through, among other things, careful projections, smart benchmarking comparisons, multiple descriptive met

rics, and analysis, it said.

The Treasury Debt Management Division produces the annual report on behalf of the commission, and also oversees the state s
debt issuance activities. It facilitates the sale of state bonds, interfaces with bond rating agencies on behalf of the state, connects
nonprofits with lower cost financing and maintains a bond calendar of all public debt issuances by Oregon governments.

Oregonians want their government to make the best decisions with scarce public dollars, and getting the best results requires a
highly transparent view of our financial landscape, Treasurer Read said. I m pleased the State Treasury has been recognized
for our commitment to transparency and accountability.

In addition to the Treasurer, the State Debt Policy Commission is made up of Sen. Richard Devlin, D Tualatin; Rep. Phil Barn
hart, D Eugene; Katy Coba, director of the Department of Administrative Services; and Tim Duy, a University of Oregon eco
nomics professor and the public representative.




OREGON TREASURERS

PROVISIONAL TREASURERS (Prior to the creation of the Oregon Territory)

1. William H. Gray March 1, 1843 — July 5, 1843

2. William H. Willson July 5, 1843 - May 14, 1844

3. Philip Foster July 2, 1844 - July 7, 1845

4. Francis Ermatinger July 7, 1845 - March 3, 1846

5. John H. Couch March 4, 1846 - September 27, 1847

6. William K. Kilbourne October 11, 1847 - September 28, 1849

TERRITORIAL TREASURERS (Prior to the creation of the State of Oregon)

1. James Taylor September 28, 1849 - January 21, 1851
2. Levi A. Rice January 21, 1851 - September 22, 1851
3. William W. Buck September 27, 1851 - December 16, 1851
4. John D. Boon December 16, 1851 - January 24, 1855
5. Nathanial H. Lane January 24, 1855 - January 10, 1856

6. John D. Boon January 10, 1856 - March 3, 1859

OREGON STATE TREASURERS

1 John D Boon (D) March 3,1859 - September 8, 1862

2 Edwin N. Cooke (R) September 8, 1862 — September 12, 1870
3 L. Fleischner (D) September 12, 1870 - September 14, 1874
4 A.H.Brown (D) September 14, 1874 - September 9, 1878
5 Edward Hirsch (R) September 9, 1878 - January 10, 1887

6 G.W. Webb (D) January 10, 1887- January 12, 1891

7 Phil Metschan (R) January 12, 1891- January 9, 1899

8 Charles S. Moore (R) January 9, 1899 - January 14, 1907

9 George A. Steel (R) January 15, 1907- January 3, 1911

10 Thomas B. Kay (R) January 4, 1911- January 6, 1919

11 O. P. Hoff (R) January 6, 1919- March 18, 1924

12 Jefferson Myers (D) March 18, 1924- January 4, 1925

13 Thomas B. Kay (R) January 4, 1925-April 29, 1931

14 Rufus C. Holman (R) May 1, 1931-December 27, 1938

15 Walter E. Pearson (D) December 27, 1938- January 6, 1941

16 Leslie M. Scott (R) January 6, 1941- January 3, 1949

17 Walter J. Pearson (D) January 3, 1949- January 5, 1953

18 Sig Unander (R) January 5, 1953-Dec. 31, 1959

19 Howard C. Belton (R) January 4, 1960- January 4, 1965

20 Robert W. Straub (D) January 4, 1965- January 1, 1973

21 James A. Redden (D) January 1, 1973- January 3, 1977

22 H. Clay Myers, Jr. (R) January 3, 1977-April 1, 1984

23 Bill Rutherford (R) April 1, 1984 - July 9, 1987

24 Tony Meeker (R) July 9, 1987- January 4, 1993

25 Jim Hill (D) January 4, 1993- January 1, 2001

26 Randall Edwards (D) January 1, 2001- January 4, 2009

27 Ben Westlund (D) January 5, 2009-March 7, 2010

28 Ted Wheeler (D) March 9, 2010-December 31, 2016

29 Tobias Read (D) January 1, 2017 -

Oregon Archives photo, Secretary of State
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PHONE

Main: 503 378 4000

Investments / investor relations: 503 431 7900

Capitol: 503 378 4329

Treasurer media inquiries and scheduling: 503 378 4329

PHYSICAL LOCATIONS

Main office A

Labor & Industries Building

350 Winter Street NE, Suite 100 Salem, Oregon 97301
State Capitol

900 Court Street NE, Room 159, Salem, Oregon 97301
Investment Division

16290 SW Upper Boones Ferry Road, Tigard, OR 97224

: www.Oregon.gov/Treasury g:;)?{oiogog?%ofgzg
Oregon State Treasury m www.facebook.com/ 2l @OregonTreasury @TreasurerRead

Tobias Read, Treasurer oregonstatetreasury B G0regonSaves @OregonCSP




