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Changing PERS Headlines

2002

= “Soaring price of PERS bludgeons public agencies” - Oregonian

= “New PERS costs rock public sector” — Oregonian

2006-2007

= “State’s pension reforms have been successful — workers get fair
treatment, Oregon gets needed services” - Statesman Journal

= “Time and markets heal PERS - four years after meltdown, Oregon’s
pension program is among healthiest in U.S.” - Statesman Journal

= “Oregon currently has the best funded pension system in the country”
— Pew Charitable Trusts

2008-2009

= “PERS soaked by Wall Street’s bath” - Oregonian

= “Falling markets hit PERS fund hard” - Oregonian

= “PERS fund in familiar spot: billions short again” — Oregonian
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Membership by Category (as of December 31, 2007)

State L_ocal School Total
Agencies | Govt. Districts
_ Active 17,192 20,967 26,405 64,564
Tier One :
Inactive 10,265 7,546 9,307 27,118
_ Active 14,948 20,347 23,583 58,878
Tler Two =, ctive|  5608| 8054|  7474| 21136
Active 10,684 14,239 18,658 43,581
OPSRP Inactive 44 61 61 166
Active 42.824 55,553 68,646 | 167,023
Sub-total :
Inactive 15,917 15,561 16,842 48,420
Retirees* 105,336
TOTAL 320,779

* Living retirees, beneficiaries, retirement refunds,
and those with a lump-sum retirement
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Oregon PERS Retirements

= Average 6,000 retirements per year; peaked at 12,500 in 2003
= Average age at retirement: 59
= Average years of service at retirement: 21

= Average annual benefit for FY 2007 retirees: $29,500 (51% of final
average salary)

= Average annual benefit for all living retirees: $23,300 (the nationwide
average annual public pension benefit is $21,800)

= Approximately 55,000 PERS Tier One and Tier Two members are
eligible to retire (35% of those members)
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Age Wave for Non-Retired Members

7000

TIER ONE/TIER TWO

6000 {— = = 'OPSRP

5000 | NORMAL RETIREMENT AGES
TIER ONE: 58

TIER TWO: 60

OPSRP: 65

3000 / \
2000 =
Y4 “\
AT
4 ~I-.-u
"" ‘...\»

O \\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\-\.\./-_P_
18 23 28 33 38 43 48 53 58 63 68

AGE (AS OF 12-31-07)

4000 -

# OF MEMBERS

SL-1



Retirement Trends

» The number of projected retirements closely tracks the growth in members who
will be eligible to retire. Both are expected to grow about 45% from 2008-2013
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Was 2003 Reform Legislation Effective?

Pre-reform: PERS had a liability and asset growth problem

= Double-digit earnings in the 1990s fueled liability increases as
account balances ballooned

» Investment markets turned negative, making the growth in liabilities
unsustainable

Reform: PERS Reform legislation stabilized liability growth by
diverting member contributions from Tier One/Tier Two member
accounts to IAP accounts effective January 1, 2004

= Members partially bear risk of investment gains or losses

= Tier One earnings crediting limited to the assumed rate
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Was 2003 Reform Legislation Effective?
(continued)

Post-reform

Growth in liabilities more stable; reduced to about 3% per year
Money Match becoming less predominant as a retirement calculation

Retiree replacement ratios (amount of benefit vs. final average salary)
are declining

All members share in investment risk (Individual Account Program)

System is larger; better able to handle a larger unfunded actuarial
liability (UAL)




System Funding — Stabilized Liabilities

» PERS funded status varied dramatically until 2003 because of
uncontrolled liability growth: double-digit earnings crediting in the
1990s fueled liability increases as account balances ballooned; Tier One
member account balances continue to grow at 8% (assumed earnings
rate) regardless of market performance

» PERS Reform legislation in 2003 stabilized liability growth because
member contributions were diverted to AP accounts, where members
bear the risk of investment gains or losses, and Tier One earnings
crediting was limited to the assumed rate
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PERS’ Retirement Plan Components

= One major program for 50 years
= Three major programs added since 1996; two in the last six years

Plan
Hire date Tier Tier | OPSRP Pension | Individual Account
One Two Program Program

Before January 1, 1996

January 1, 1996 thru
August 28, 2003

August 29, 2003 or after

= All members now participate in two programs, with up to three different
accounts (regular, variable, Individual Account Program)
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Benefit Levels

Retirement Benefit for a Full Career (30 years)
Based on Replacement of Final Average Salary (FAS)
Money Match Full Formula OPSRP AP
(Tier One/Tier | (Tier One/Tier
Two) Two)
Percent | Atone time ~50% 45% ~ 15-25%
of FAS | provided up to or | (will become (for new (earns market
replaced | more than 85% | predominate employees | rate; member
(replacement retirement hired after | assumes all
ratios have method for August 28, | investment
declined since almost all Tier 2003) risk)
Reform and will | Two members
continue to and a growing
decline to Full percentage of
Formula level) Tier One
members)
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Retirement Benefit Salary Replacement Ratios
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Retirement Benefit Calculation Trends for

Tier One/Tier Two
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Investment Returns and Earnings Crediting
to Tier One Regular Accounts
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Earnings Crediting to Tier Two Regular
Accounts and All VVariable Accounts

TIER TWO AND VARIABLE ACCOUNT
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2008 Market Impact on Member Accounts

= Tier One member regular accounts are guaranteed 8% crediting
annually

» PERS Board used the Tier One Rate Guarantee Reserve funds
(approximately $1.9 billion) to provide the 8% guarantee to Tier One
members; an additional $1 billion was required to cover Tier One
guarantee, so the Reserve now has a deficit

= Tier Two accounts had losses of -27.18% for 2008

= Tier One and Tier Two Variable accounts had losses of -43.71% for
2008

= |ndividual Account Program accounts had losses of -26.75% for 2008
(affects Tier One, Tier Two, and OPSRP members)

= OPSRP Pension Program members have a formula-based retirement
account with no account balance
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2008 Investment Losses and Retirees

= No impact on a PERS retiree’s monthly benefit unless the member
remained in the variable account at retirement (approximately 11,000
retirees)

= |f the member remained in the variable account at retirement,
adjustments of approximately negative 48% were applied to the
variable annuity portion of retiree monthly benefits beginning
February 1, 2009. On average, affected benefits were reduced
about $200 per month

= Study showed that for 1,175 who retired from 2005-2007 and stayed
In the variable at retirement, the average percent of the gross benefit
attributable to the variable was 11.2%

= Member retirement benefits are protected by the Oregon constitution
and backed by state and local government employers
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Variable Annuity Adjustment

= |If you remain in the Variable Annuity Program at retirement, the
variable annuity portion of a monthly retirement benefit is adjusted
every February 1 based on the 12-month period gains (or losses) for the
variable account investments as of the preceding October 31 (e.g.,
November 1, 2006 to October 31, 2007)

= The amount of the increase or decrease In the variable portion of a
benefit is based on the assumed earnings rate in effect on the retirement
date (e.g., 8% for retirements since 1989)

= |f the variable account earns more than 8%, the variable portion of
a benefit increases

= |f the variable account earns less than 8%, the variable portion of a
benefit decreases
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Net Plan Assets (Fiscal Year Ending June 30)
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Eeturns for periods ending 5/21,/0% Oregon Public Employes: Retirement Fund
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PERS’ Funded Status

= At the end of 2007, PERS was 112% funded. For comparison, PERS

was 65% funded before the last market recovery that began in early
2003

= With a 27% investment loss for 2008, PERS’ funded status was
estimated to be about 80% as of December 31, 2008. The system
would have approximately 80 cents on hand for every dollar of
benefits promised. The remainder would come from “excess” future
Investment earnings (greater than 8%) and additional employer
contributions over the next 20 years

= U.S. public retirement systems averaged 86% funding in 2007,
average system funded status dropped below 65% at the end of 2008
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2008 Public Retirement Systems’ Funded Status

WEBT
VT 69

MH S0
I‘-._I |.I_I 1 .Ir E! . _-I.'| E.‘B
il 64 |
& DA BE 44

OH 64 M) B

Rl 42
DE 78

Hl 5%

States with funding of :
60% or less 61%-80% 81% or higher

Figures based on Boston College’s Center for Retirement Research data for
2006=07; Forbes reduced assets by 25% to account for market declines; NJ
and FL calculated from recent state reports. Sources: Center for Retirement
Research, data from annual reports and actuarial valuations; Forbes.

Forbes magazine, online edition February 6, 2009
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LLoss Contingencies

» PERS operates on a long-term investment strategy, with earnings
funding 67% of benefit costs from 1970-2008

= Unfunded liabilities are amortized over 20 years, allowing long-term
Investments to recover from periodic losses and to moderate employer
contribution rates

= Employer rate changes are limited by a rate collar, which generally
limits biennial rate increases and decreases to no more than 3% of
payroll, but allowing swings of up to 6% based on funding status

= Employer contribution rates take into account the compounding benefit
of having those funds in the system over the member’s career,
generating investment returns over time to pay benefits
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PERS Average Employer Rates
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PERS Employer Contribution Rates

= 2009-11 biennial employer rates are based on the System’s December
31, 2007 valuation

= 2009-11 rates not affected by the 2008 market downturn
= Rate increases In the 2011-13 biennium will either be 3% or 6% of
payroll

= Employer contribution rates in 2009-11 (effective July 1, 2009) average
approximately 12.42% (about 3% of payroll less than the 2007-09

biennium) before applying employer side accounts (pre-payments made
by employers)
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Historic City of Corvallis Tier One/Tier Two
Contribution Rate vs. System Average
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PERS Employer Rates:
Pre-Reform Projected vs. Post-Reform Actual
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Funding for Retirees and Inactives

= Approximately 62 percent of all pension liabilities are related to
retirees or inactive members

= Over the next six years, approximately 38 percent of total employer
contributions are projected to be used to cover unfunded liabilities for
this group, so the employer rate charged on today’s workers iIs also
covering liabilities associated with their predecessors
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Purchasing Power Study

= Study shows how monthly benefits have kept up with inflation since

retirement
= Change in purchasing power of a retirement benefit from 2008 to
2009
Purchasing Power Purchasing Power
% %
Year Retired 2008 2009 Year Retired 2008 2009
1980 & before 76.1 75.2 2003 96.7 95.5
1985 77.7 76.8 2004 96.7 95.5
1990 82.6 81.4 2005 97.2 96.0
1995 92.4 91.2 2006 97.8 96.6
2000 96.7 95.5 2007 8.4 97.1
2001 96.7 95.5 2008 100 8.8
2002 96.7 95.5 2009 100
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2009 Cost-of-Living Adjustment (COLA)

2009 cost-of-living adjustment (COLA) for PERS retirees and
beneficiaries receiving a monthly benefit is 2 percent

Increase Is effective July 1, 2009, and payable with the August 1,
2009 benefit payment

Tier One and Tier Two members who retired on or before July 1,
2009, will receive a 2 percent COLA

For OPSRP Pension Program retirees who have been retired for less
than 12 months, the COLA is pro rated based on the number of
months the benefit was received before July 1, 2009

COLAs are based on the annual Consumer Price Index for the
Portland-Salem area and are capped at 2 percent

Oregon
Public
Employees
30 Retirement
System




2008 Economic Impact Study*

» PERS benefits paid to Oregonians in 2008: $2.5 billion
= Total increase in Oregon economic output: $3.3 billion
= Oregon jobs supported: 30,678

= \Wages of Oregon jobs supported: $900 million

= Estimated income taxes paid by PERS retirees in Oregon: $110 million

* Based upon economic multipliers provided by the U.S. Department of Commerce’s
Bureau of Economic Analysis (BEA)
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Total Benefit Payments by County
1/23/2009 — Data Source: IRSM File for the 2008 Tax Year

Columbia County

LEGEND

R= # of Recipients on Pension Roll
$= Total Pension Roll for the County
AP= Average Annual Payment

$=$20,402,331
AP=$23,370

latson Coun R=1,640
$ = $42,307,063
R=1132 AP= $25,852
$ = $26,783,200
AP= $23,660 Gilliam County
) R=76
Washington County Multnomah County Hood River County Sherman County § = 1,455,120
R=19,192 . R = 13,845 R =517 R=68 AP=$19,146
$ =$234,760,077 $ = $353,782,893 $=511,107,143 $ =%1,060,812
AP= §25,540 Clatsop AP= $25,553 AP= $21,484 AP=$15,600
Tillamook County
R =898 k Umatilla
§ = $22,562,209 ) R =1952
AP= $25,125 $ = $43,344,071
Hood M =
Yamhill Coun - River Morrow AP= $22,205
R=2129 o $= §3-62;118324
$ = $49,368,759 AP~ $16,795
AP=$23,189 Clackamas =§16,
Marion County Wasco
R =14,187 $ = $259,218,324 R=772
$= 5:173,199,357 P~ | AP= $26,845 = 516,711,384
AP= §26,306 . APa $21.087
. Wheeler
Polk County Marion _R pe
R=1,896 Jefferson o=
$ = $46,106,951 Benton Linn R = 454 $A'P‘_1£11?,7é§509 Grant
AP= $24,318 ! — R = 3,614 $ = §9,998,698 B R =207
§ = $78,517,368 AP=$22,024 $ = $6,232,691
Lincoin Coun AP= $21,726 AP= $20,985
R =1,473
! Crook
§ = $33,374,552 Benton County T
AP=$22,658 R=13278 R =638
$ = $97,309,349 $ = 514,001,171
AP= $20,686 Lane Deschutes AP=$22,086 h—
R =10,393 R=3878
$ = $273,266,220 $ = $97,733,770
AP= $26,293 AP= $25,202
Coos County Harney
R=2,094 - Douglas Lake R =277
§ = $46,405,629 R =3,021 $ = $5,247,268
AP=$22,161 $ = $66,036,163 R=z70 AP=$18,943
AP=$21,859 $ = $4,746,785
! AP= $17,581
Curry County !
R =512 Josephine
$ = $10,004,496 Curry Jackson Klamath
AP= $19,716 R = 1662 R = 1,546
' § = $35,586,888 R = 4,252 _ ’
AP=$21,412 | §=$100,641,271 $ = $34,022,156
AP= $23,669 AP= $22,007

Union

R =873

Baker
R=713
$ = $14,560,121
AP= $20,421

Malheur

R =797
$=818,770,299
AP=$23,551

Wallowa

R =307
$ = $7,209,503
AP= $23,484
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Public Employees Retirement System
11410 SW 68th Parkway
Tigard, OR 97223

503-598-7377 or toll free 888-320-7377
http://oregon.gov/PERS
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