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GASB 68 Disclosure Information

In June 2012, the Governmental Accounting Standards Board (GASB) issued two new
pronouncements related to the accounting and financial reporting requirements for pension
related expenses and liabilities. GASB Statement No. 67, Financial Reporting for Pension
Plans an amendment of GASB Statement No. 25, replaces the requirements of GASB
Statement Nos. 25 and 50 for plans administered by pension systems through trusts or
equivalent arrangements, and was implemented by the Oregon Public Employees Retirement
System June 30, 2014. GASB Statement No. 68, Accounting and Financial Reporting for
Pensions an amendment of GASB Statement No. 27, replaces GASB Statement Nos. 27 and
50 for governments whose employees are provided with pensions through plans administered
as trusts. The new standard establishes accounting and financial reporting requirements for
contributing employers related to the recognition of pension expense and pension liabilities.

The purpose of this document is to provide Oregon Public Employees Retirement System
employers with the necessary pension plan information to prepare their financial statement note
disclosures, as required by GASB Statement No. 68. In applying this information, each
employer should exercise professional judgment to assess the relevance and appropriateness of
the information provided. Additionally, the employer should consult their financial statement
auditors to ensure the information is appropriately applied.

Copies of the Oregon Public Employees Retirement System’s Comprehensive Annual Financial
Report and Actuarial Valuations may obtained from our website at:
http://www.oregon.gov/pers/Pages/section/financial_reports/financials.aspx

It is important to note that these standards do not impact the reporting requirements of post-
employment health care plans currently governed by GASB Statement No. 43, Financial
Reporting for Post-employment Benefit Plans Other Than Pension Plans. Accordingly, the
required supplementary information related to these plans will continue to be reported on a
funding basis.
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A. Name of pension plan:

The Oregon Public Employees Retirement System consists of a single cost-sharing multiple
employer defined benefit pension plan.

B. Description of benefit terms:

Plan Benefits
All benefits of the System are established by the legislature pursuant to ORS Chapters 238 and 238A.

1. Tier One/Tier Two Retirement Benefit Chapter 238). Tier One/Tier Two Retirement
Benefit plan is closed to new members hired on or after August 29, 2003.

Pension Benefits

The PERS retirement allowance is payable monthly for life. It may be selected from 13
retirement benefit options. These options include survivorship benefits and lump-sum
refunds. The basic benefit is based on years of service and final average salary. A
percentage (2.0 percent for police and fire employees, 1.67 percent for general service
employees) is multiplied by the number of years of service and the final average salary.
Benefits may also be calculated under either a formula plus annuity (for members who
were contributing before August 21, 1981) or a money match computation if a greater
benefit results.

A member is considered vested and will be eligible at minimum retirement age for a
service retirement allowance if he or she has had a contribution in each of five calendar
years or has reached at least 50 years of age before ceasing employment with a
participating employer (age 45 for police and fire members). General service employees
may retire after reaching age 55. Police and fire members are eligible after reaching age
50. Tier One general service employee benefits are reduced if retirement occurs prior to
age 58 with fewer than 30 years of service. Police and fire member benefits are reduced if
retirement occurs prior to age 55 with fewer than 25 years of service. Tier Two members
are eligible for full benefits at age 60. The ORS Chapter 238 Defined Benefit Pension
Plan is closed to new members hired on or after August 29, 2003.

Death Benefits

Upon the death of a non-retired member, the beneficiary receives a lump-sum refund of
the member’s account balance (accumulated contributions and interest). In addition, the
beneficiary will receive a lump-sum payment from employer funds equal to the account
balance, provided one or more of the following conditions are met:

- the member was employed by a PERS employer at the time of death,

« the member died within 120 days after termination of PERS-covered
employment,

»  the member died as a result of injury sustained while employed in a PERS-
covered job, or

« the member was on an official leave of absence from a PERS-covered job at the
time of death.
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Disability Benefits

A member with 10 or more years of creditable service who becomes disabled from other
than duty-connected causes may receive a non-duty disability benefit. A disability
resulting from a job-incurred injury or illness qualifies a member (including PERS judge
members) for disability benefits regardless of the length of PERS-covered service. Upon
qualifying for either a non-duty or duty disability, service time is computed to age 58 (55
for police and fire members) when determining the monthly benefit.

Benefit Changes After Retirement

Members may choose to continue participation in a variable equities investment account
after retiring and may experience annual benefit fluctuations due to changes in the market
value of equity investments.

Under ORS 238.360 monthly benefits are adjusted annually through cost-of-living
changes. Under current law, the cap on the COLA in fiscal year 2015 and beyond will
vary based on 1.25 percent on the first $60,000 of annual benefit and 0.15 percent on
annual benefits above $60,000.

2. OPSRP Pension Program (OPSRP DB)

Pension Benefits. The Pension Program (ORS Chapter 238A) provides benefits to
members hired on or after August 29, 2003.

This portion of OPSRP provides a life pension funded by employer contributions.
Benefits are calculated with the following formula for members who attain normal
retirement age:

Police and fire: 1.8 percent is multiplied by the number of years of service and the final
average salary. Normal retirement age for police and fire members is age 60 or age 53 with
25 years of retirement credit. To be classified as a police and fire member, the individual
must have been employed continuously as a police and fire member for at least five years
immediately preceding retirement.

General service: 1.5 percent is multiplied by the number of years of service and the final
average salary. Normal retirement age for general service members is age 65, or age 58
with 30 years of retirement credit.

A member of the OPSRP Pension Program becomes vested on the earliest of the
following dates: the date the member completes 600 hours of service in each of five
calendar years, the date the member reaches normal retirement age, and, if the pension
program is terminated, the date on which termination becomes effective.

Death Benefits

Upon the death of a non-retired member, the spouse or other person who is
constitutionally required to be treated in the same manner as the spouse, receives for life
50 percent of the pension that would otherwise have been paid to the deceased member.

Disability Benefits

A member who has accrued 10 or more years of retirement credits before the member
becomes disabled or a member who becomes disabled due to job-related injury shall
receive a disability benefit of 45 percent of the member’s salary determined as of the last
full month of employment before the disability occurred.

Benefit Changes After Retirement
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Under ORS 238A.210 monthly benefits are adjusted annually through cost-of-living
changes. Under current law, the cap on the COLA in fiscal year 2015 and beyond will
vary based on 1.25 percent on the first $60,000 of annual benefit and 0.15 percent on
annual benefits above $60,000.

C. Contributions:

PERS funding policy provides for monthly employer contributions at actuarially determined
rates. These contributions, expressed as a percentage of covered payroll, are intended to
accumulate sufficient assets to pay benefits when due. This funding policy applies to the
PERS Defined Benefit Plan and the Other Postemployment Benefit Plans.

Employer contribution rates during the period were based on the December 31, 2011 actuarial
valuation as subsequently modified by 2013 legislated changes in benefit provisions. The rates
based on a percentage of payroll, first became effective July 1, 2013. The state of Oregon and
certain schools, community colleges, and political subdivisions have made lump sum
payments to establish side accounts, and their rates have been reduced.

Employer contributions for the year ended June 30, 2015 were $XXX, XXX, XXX, excluding
amounts to fund employer specific liabilities.

A 10 year schedule of Defined Benefit Pension Plan Contributions can be found beginning
on page 58 of the June 30, 2014 PERS CAFR.

D. Pension Plan CAFR:

Oregon PERS produces an independently audited CAFR which can be found at:
http://www.oregon.gov/pers/Pages/section/financial_reports/financials.aspx

E. Actuarial VValuations:

The employer contribution rates effective July 1, 2013, through June 30, 2015, were set
using the projected unit credit actuarial cost method. For the Tier One/Tier Two component
of the PERS Defined Benefit Plan, this method produced an employer contribution rate
consisting of (1) an amount for normal cost (the estimated amount necessary to finance
benefits earned by the employees during the current service year), (2) an amount for the
amortization of unfunded actuarial accrued liabilities, which are being amortized over a
fixed period with new unfunded actuarial accrued liabilities being amortized over 20 years.
For the OPSRP Pension Program component of the PERS Defined Benefit Plan, this method
produced an employer contribution rate consisting of (a) an amount for normal cost (the
estimated amount necessary to finance benefits earned by the employees during the current
service year), (b) an amount for the amortization of unfunded actuarial accrued liabilities,
which are being amortized over a fixed period with new unfunded actuarial accrued liabilities
being amortized over 16 years.
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F. Actuarial Methods and Assumptions Used in Developing Total Pension Liability:

Valuation Date

December 31, 2012 rolled forward to June 30,
2014.

Experience Study Report

2012, published September 18, 2013

Actuarial cost method

Entry Age Normal

Amortization method

Amortized as a level percentage of payroll as
layered amortization bases over a closed period;
Tier One/Tier Two UAL is amortized over 20
years and OPSRP pension UAL is amortized over
16 years.

Asset valuation method

Market value of assets

Actuarial assumptions:

Inflation rate

2.75 percent

Investment rate of return

7.75 percent

Projected salary increases

3.75 percent overall payroll growth; salaries for
individuals are assumed to grow at 3.75 percent
plus assumed rates of merit/longevity increases
based on service

Mortality

Healthy retirees and beneficiaries:

RP-2000 Sex-distinct, generational per Scale AA,
with collar adjustments and set-backs as described
in the valuation.

Active members:

Mortality rates are a percentage of healthy retiree
rates that vary by group, as described in the
valuation.

Disabled retirees:

Mortality rates are a percentage (65% for males,
90% for females) of the RP-2000 static combined
disabled mortality sex-distinct table.

(Source: June 30, 2014 PERS CAFR; p. 54)
Actuarial valuations of an ongoing plan involve estimates of the value of projected benefits
and assumptions about the probability of events far into the future. Actuarially determined

amounts are subject to continual revision as actual results are compared to past expectations

and new estimates are made about the future. Experience studies are performed as of

December 31 of even numbered years. The methods and assumptions shown above are based
on the 2012 Experience Study which reviewed experience for the four-year period ending on

December 31, 2012.
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Discount Rate

The discount rate used to measure the total pension liability was 7.75 percent for the
Defined Benefit Pension Plan. The projection of cash flows used to determine the discount
rate assumed that contributions from plan members and those of the contributing employers
are made at the contractually required rates, as actuarially determined. Based on those
assumptions, the pension plan’s fiduciary net position was projected to be available to make
all projected future benefit payments of current plan members. Therefore, the long-term
expected rate of return on pension plan investments for the Defined Benefit Pension Plan
was applied to all periods of projected benefit payments to determine the total pension
liability.

(Source: June 30, 2014 PERS CAFR; p. 54)

Depletion Date Projection

GASB 67 generally requires that a blended discount rate be used to measure the Total
Pension Liability (the Actuarial Accrued Liability calculated using the Individual Entry Age
Normal Cost Method). The long-term expected return on plan investments may be used to
discount liabilities to the extent that the plan’s Fiduciary Net Position (fair market value of
assets) is projected to cover benefit payments and administrative expenses. A 20-year high
quality (AA/Aa or higher) municipal bond rate must be used for periods where the Fiduciary
Net Position is not projected to cover benefit payments and administrative expenses.
Determining the discount rate under GASB 67 will often require that the actuary perform
complex projections of future benefit payments and asset values. GASB 67 (paragraph 43)
does allow for alternative evaluations of projected solvency, if such evaluation can reliably
be made. GASB does not contemplate a specific method for making an alternative
evaluation of sufficiency; it is left to professional judgment.

The following circumstances justify an alternative evaluation of sufficiency for Oregon
PERS:
- Oregon PERS has a formal written policy to calculate an Actuarially Determined
Contribution (ADC), which is articulated in the actuarial valuation report.
- The ADC is based on a closed, layered amortization period, which means that payment
of the full ADC each year will bring the plan to a 100% funded position by the end of the
amortization period if future experience follows assumption.
- GASB 67 specifies that the projections regarding future solvency assume that plan
assets earn the assumed rate of return and there are no future changes in the plan
provisions or actuarial methods and assumptions, which means that the projections would
not reflect any adverse future experience which might impact the plan’s funded position.

Based on these circumstances, it is our independent actuary’s opinion that the detailed
depletion date projections outlined in GASB 67 would clearly indicate that the Fiduciary Net
Position is always projected to be sufficient to cover benefit payments and administrative
expenses.

(Source: June 30, 2014 PERS CAFR; p. 54)
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Assumed Asset Allocation:

Low High olic

Asset Class/Strategy Range Range Target

Cash 0.0 | % 3.0 | % 0.0 | %
Debt Securities 15.0 25.0 20.0
Public Equity 325 425 375
Private Equity 16.0 24.0 20.0

Real Estate 9.5 15.5 125
Alternative Equity 0.0 10.0 10.0
Opportunity Portfolio 0.0 3.0 0.0
Total 100.0 | %

(Source: June 30, 2014 PERS CAFR; p. 72)

Long-Term Expected Rate of Return:
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To develop an analytical basis for the selection of the long-term expected rate of return
assumption, in July 2013 the PERS Board reviewed long-term assumptions developed by
both Milliman’s capital market assumptions team and the Oregon Investment Council’s
(OIC) investment advisors. The table below shows Milliman’s assumptions for each of the
asset classes in which the plan was invested at that time based on the OIC long-term target
asset allocation. The OIC’s description of each asset class was used to map the target
allocation to the asset classes shown below. Each asset class assumption is based on a

consistent set of underlying assumptions, and includes adjustment for the inflation

assumption. These assumptions are not based on historical returns, but instead are based on
a forward-looking capital market economic model.

Compound Annual
Asset Class Target Return (Geometric)
Core Fixed Income 7.20% 4.50%
Short-Term Bonds 8.00 3.70
Intermediate-Term Bonds 3.00 4.10
High Yield Bonds 1.80 6.66
Large Cap US Equities 11.65 7.20
Mid Cap US Equities 3.88 7.30
Small Cap US Equities 2.27 7.45
Developed Foreign Equities 14.21 6.90
Emerging Foreign Equities 5.49 7.40
Private Equity 20.00 8.26
Opportunity Funds/Absolute Return 5.00 6.01
Real Estate (Property) 13.75 6.51
Real Estate (REITS) 2.50 6.76
Commodities 7.71 6.07
Assumed Inflation — Mean 2.75

(Source: June 30, 2014 PERS CAFR; p. 54 —55)
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G. Sensitivity Analysis (System-Wide):

Current
1 % Decrease Discount Rate 1 % Increase
Employers’ Net Pension Liability (6.75%) (7.75%) (8.75%)
Defined Benefit Pension Plan 4,800.1 (2,266.7) (8,243.6)

Employer specific sensitivity analysis will be provided on the Schedule of Pension Amounts
under GASB 68, provided by the independent actuary.

(Source: Table 26, p. 54 PERS FY 2014 CAFR)
H. Summary of Significant Accounting Policies:

Reporting Entity

PERS’ financial statements are prepared on the basis of a fiscal year ended June 30. The
Oregon State Treasurer has statutory responsibility for custody and investment of PERS
assets. As a result of this fiduciary responsibility, PERS is included as part of the primary
government in the State of Oregon Comprehensive Annual Financial Report.

Basis of Presentation

The accompanying financial statements are prepared in accordance with Governmental
Accounting Standards Board Statements and generally accepted accounting principles that
apply to governmental accounting for fiduciary funds.

Basis of Accounting

The accrual basis of accounting is used. Revenues are recognized when earned. Contributions
are recognized when due, pursuant to formal commitments, as well as statutory and Board
requirements. Expenses are recognized when incurred. Benefits are recognized when currently
due and payable. Withdrawals are recognized in the month they are due and payable.

Investments

Oregon Revised Statute (ORS) 293.706 established the Oregon Investment Council (OIC),
which consists of five voting members. Four members of the council, who are qualified by
training and experience in the field of investment or finance, are appointed by the governor
subject to state Senate confirmation. The state treasurer serves as the council’s remaining
voting member. In addition, the director of the Public Employees Retirement System serves
as a non-voting OIC member.

OIC ensures moneys in the investment funds are invested and reinvested to achieve the
investment objective of making the moneys as productive as possible. Furthermore, the
investments of those funds are managed as a prudent investor would do under the prevailing
circumstances and in light of the purposes, terms, distribution requirements, and laws
governing each investment fund. This standard requires the exercise of reasonable care,
skill, and caution and is applied to investments not in isolation, but in the context of each
fund’s portfolio as part of an overall investment strategy. The strategy should incorporate
risk and return objectives reasonably suitable to the particular investment fund.

When implementing investment decisions, OIC has a duty to diversify the investments of
the investment funds unless, under the circumstances, it is not prudent to do so. In addition,

OIC must act with prudence when selecting agents and delegating authority.

SL1 4/23/2015 11:27 AM OPERS GASB 68 Disclosure
Information_Revised



Page 9 of 17

Investments are recognized at fair value, the amount at which financial instruments could be
exchanged in a current transaction between willing parties other than in a forced or
liquidation sale.

The fair value of publicly traded debt and equity securities in active markets is determined
by the custodian’s pricing agent using nationally recognized pricing services. The
custodian’s pricing agent values equity securities traded on a national or international
exchange at the last reported sales price, and generally values debt securities by using
evaluated bid prices. For securities that do not have an active market, such as private
placements or commingled investment vehicles, a market price is calculated by either the
custodian's pricing agent or the investment manager. For example, a similar benchmark
security may be used to derive the fair value. The benchmark will typically have a coupon
rate and maturity date comparable to the debt security being valued, and its market risk will
be similar, considering current market conditions. The fair value of real estate investment
trust (REIT) securities is determined by the custodian's pricing agent using recognized
pricing services.

Investments in private equities are recorded at fair value, as of June 30, 2015, as determined
by management based on valuation information provided by the general partner.
Investments in private equities representing publicly traded securities are stated at quoted
market price. Where observable market inputs are not available, valuation models are
applied. The general partner determines fair value based on the best information available
and by reference to information including, but not limited to, the following: projected sales,
net earnings, earnings before interest, taxes, depreciation and amortization, balance sheets,
public and private transactions, valuations for publicly traded comparable companies, and/or
other measures, and consideration of any other pertinent information including the types of
securities held and the general partner’s own assumptions regarding the investment. The
methods used to determine the fair value of these investments typically include: (1) the
market approach (whereby fair value is derived by reference to observable valuation
measures for comparable companies or assets) and (2) the income approach (e.g., the
discounted cash flow method).

Investments in real estate, with the exception of publicly traded REITS, for which
observable market prices in active markets do not exist, are reported at fair value as of June
30, 2014, as determined by management based on valuation information provided in good
faith by the general partner. Direct investments in real estate are appraised every two to
three years, and between appraisals, investment managers adjust values to reflect current and
projected operating performance and financial transactions. In the absence of observable
market prices, general partners determine the fair value of real estate partnerships using
valuation methods considered most appropriate. A variety of factors are considered,
including the nature of the investment, local market conditions, trading values on public
exchanges for comparable investments, current and projected operating performance, and
financing transactions subsequent to the acquisition of the investment.

Investments in the opportunity and alternatives portfolios are recorded at fair value as of June
30, 2015 by the respective general partner or account manager. Investments in the
opportunity and alternatives portfolios representing publicly traded securities are stated at
guoted market price. Where observable market inputs are not available, valuation models are
applied. The general partner or account manager determines fair value based on the best
information available and by reference to information including, but not limited to, the
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following: projected sales, net earnings, earnings before interest, taxes, depreciation, and
amortization, balance sheets, public and private transactions, valuations for publicly traded
comparable companies, and/or other measures, and consideration of any other pertinent
information including the types of securities held and the general partner’s own assumptions
regarding the investment. The methods used to determine the fair value of these investments
typically include: (1) the market approach (whereby fair value is derived by reference to
observable valuation measures for comparable companies or assets); (2) the income
approach (e.g. the discounted cash flow method).

Due to the inherent uncertainty and the degree of judgment involved in determining private
equity, opportunity, alternatives, and real estate portfolio investment valuations, the fair
values reflected in the accompanying financial statements may differ significantly from
values that would have been used had a readily determinable market value for the
investments existed and the difference could be material. In addition, these investments are
generally considered to be illiquid long-term investments, and the recorded fair values may
materially differ from the amounts that eventually may be realized from the sale or other
disposition of these investments.

OIC has approved the following asset classes for the PERF: Short-Term Investing, Fixed
Income, Real Estate, Public and Private Equities, and Alternative Investments. In addition,
PERF invests in the Opportunity Portfolio which may be populated with investment
approaches across a wide range of investment opportunities with no limitation as to asset
classes or strategies. OIC must approve, in advance, the purchase of investments in a new
asset class not described above.

As of June 30, 2015, PERS did not hold investments in any one organization that represent 5
percent of more of PERS’ fiduciary net position.

I. Changes in Plan Provisions:

Senate Bill 822, signed into law in May 2013, eliminated the SB 656/HB 3349 tax remedy
payments for benefit recipients who are not subject to Oregon income tax ,because they do
not reside in Oregon, and limited the 2013 post-retirement COLA to 1.5% of annual benefit.

Senate Bill 861, signed into law in October 2013, limited the post-retirement COLA for
years beyond 2013 to 1.25% on the first $60,000 of annual benefit and 0.15% on annual
benefits above $60,000..

Senate Bill 862, signed into law in October 2013, makes targeted changes such as allowing
garnishment of PERS benefits for convicted felons. These changes do not significantly
affect System liabilities and were not reflected in the valuation.

For GASB 67 and 68, the Total Pension Liability must be calculated based on the benefit
terms legally in effect as of the relevant fiscal year-end for the plan. Due to the timing of
the benefit changes, this means only Senate Bill 822 is reflected in the June 30, 2013 Total
Pension Liability, but that the combined effects of Senate Bills 822 and 861 are reflected in
the June 30, 2014 Total Pension Liability. The decrease in the Total Pension Liability
resulting from Senate Bill 861, measured as of June 30, 2014, created a ($2,423.6) million
reduction in Plan pension liabilities.

(Source: December 31, 2012 Actuarial Valuation p. 98; Schedule of Changes in Net Pension (Asset)/Liability;
PERS June 30, 2014 CAFR p. 57)
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J. Changes in Assumptions:

A summary of key changes implemented since the December 31, 2011 valuation are
described briefly below. Additional detail and a comprehensive list of changes in methods
and assumptions can be found in the 2012 Experience Study for the System, which was
published on September 18, 2013, and can be found at:
http://www.oregon.gov/pers/docs/2012%20Exp%20Study%20Updated.pdf

Changes in Actuarial Methods and Allocation Procedures

Actuarial Cost Method

The Actuarial Cost Method was changed from the Projected Unit Credit (PUC) Cost Method
to the Entry Age Normal (EAN) Cost Method. This change will allow PERS to use the same
cost method for contribution rate calculations as required for financial reporting under
GASB Statements 67 and 68.

Tier 1/Tier 2 UAL Amortization

In combination with the change in cost method, the Board chose to re-amortize the
outstanding Tier 1/Tier 2 UAL as of December 31, 2013 over a closed period of 20 years as
a level percentage of projected payroll. Gains and losses between subsequent rate-setting
valuations will be amortized over a closed 20 year period from the valuation in which they
are first recognized.

Contribution Rate Stabilization Method

The “grade-in range” over which the rate collar gradually doubles was modified so that the
collar doubles as funded status (excluding side accounts) decreases from 70% to 60% or
increases from 130% to 140%. Previously the ranges had been 80% to 70% and 120% to
130%. The modification to the grade-in range was made in combination with the change to
actuarial cost method, as discussed at the July 2013 PERS Board public meeting.

Allocation of Liability for Service Segments

For purposes of allocating Tier 1/Tier 2 member’s actuarial accrued liability among multiple
employers, the valuation uses a weighted average of the Money Match methodology and the
Full Formula methodology used by PERS when the member retires. The weights are
determined based on the prevalence of each formula among the current Tier 1/Tier 2
population. For the December 31, 2010 and December 31, 2011 valuations, the Money
Match was weighted 40 percent for General Service members and 10 percent for Police &
Fire members. For the December 31, 2012 and December 31, 2013 valuations, this
weighting has been adjusted to 30 percent for General Service members and 5 percent for
Police & Fire members, based on a projection of the proportion of liability attributable to
Money Match benefits at those valuation dates.

Changes in Economic Assumptions

Investment Return and Interest Crediting

The assumed investment return and interest crediting to both regular and variable account
balances was reduced to 7.75%. Previously, the assumed investment return and interest
crediting to regular account balances was 8.00% and the assumed interest crediting to
variable account balances was 8.25%.

OPSRP Administrative Expenses
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Assumed administrative expenses for the OPSRP System were reduced from $6.6 million
per year to $5.5 million per year.

Healthcare Cost Inflation

The healthcare cost inflation for the maximum RHIPA subsidy was updated based on
analysis performed by Milliman’s healthcare actuaries. This analysis includes the
consideration of the excise tax that will be introduced in 2018 by the Patient Protection and
Affordable Care Act

Changes in Demographic Assumptions

Healthy Mortality

The healthy mortality assumption is based on the RP2000 generational mortality tables with
group-specific class and setback adjustments. The group-specific adjustments have been
updated to more closely match recently observed system experience.

Disabled Mortality

The disabled mortality assumption base was changed from the RP2000 healthy tables to the
RP2000 disabled tables. Gender-specific adjustments were applied to align the assumption
with recently observed system experience.

Disability, Retirement from Active Status, and Termination

Rates for disability, retirement from active status, and termination were adjusted.
Termination rates were changed from being indexed upon age to being indexed upon
duration from hire date.

Changes in Salary Increase Assumptions

Merit Increases, Unused Sick Leave, and Vacation Pay

Assumed merit increases were lowered for School District members. Unused Sick Leave
and Vacation Pay rates were adjusted.

Retiree Healthcare Participation

The RHIA participation rate for healthy retirees was reduced from 48% to 45%. The RHIPA
participation rate was changed from a uniform rate of 13% to a service-based table of rates.
(Source: December 31, 2012 Actuarial Valuation p.89)

Plan fiduciary net position as a percentage of total pension liability

See Schedule of Changes in Net Pension (Asset)/Liability on page 57 of the PERS June 30,
2014 CAFR.

Covered Payroll for Employers

See Schedule of Proportionate Shares which can be found at
http://www.oregon.gov/pers/EMP/pages/index.aspxX.
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Mortality
Healthy Retired Members

The following healthy retired mortality tables were first adopted in the December 31, 2010 valuation,
except for the School District male and Police and Fire male table, which was adopted in the December

31, 2012 valuation.
Basic Table RP 2000, Generational Combined Active/Healthy Annuitant, Sex Distinct
School District male No collar, set back 24 months

Other General Service male
(including male beneficiary) Blended 25 percent blue collar/75 percent white collar, set back 12 months

Police and Fire male Blended 25 percent blue collar/75 percent white collar, set back 12 months
School District female White collar, set back 24 months

Other female

(including female beneficiary) White collar, no set back

Disabled Retired Members

The following disabled retiree mortality rates were first adopted for the December 31, 2012 actuarial

valuation.

Basic Table RP 2000, Static, Combined, Disabled, No Collar, Sex Distinct
Male 65 percent of Disabled table
Female 90 percent of Disabled table

Non-Annuitant Members

The following mortality rates were first adopted for non-annuitant members for the December 31, 2012
actuarial valuation, except for the Other General Service male and School District female rates which
were adopted in the December 31, 2010 valuation.

Basic Table Percent of Healthy Retired Mortality Tables
School District male 70%

Other General Service male 85

Police and Fire male 95

School District female 60

Other female 55

(Source: June 30, 2014 PERS CAFR p. 85)

Ad Hoc Postemployment Benefit Changes
See changes in plan provisions.

Change in Proportionate Share:

There was no change in proportionate share for fiscal years ending June 30, 2013 and June
30, 2014. Because the proportionate share is actuarially determined, it was calculated as of
the December 31, 2012 valuation date used to develop results for both the June 30, 2013 and
June 30, 2014 Measurement Dates. In future measurement periods, there will be changes in
proportionate shares from the beginning of the period to the end.

Deferred Items

Deferred items are calculated at the system-wide level and are allocated to employers based
on their proportionate share. For fiscal year ending June 30, 2014, there was:

No difference between expected and actual experience.
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No difference due to changes of assumptions.

A Net difference between projected and actual earnings which is being amortized over a
closed five year period. One year’s amortization is being recognized in the employer’s total
pension expense for fiscal year 2014.

No changes in proportion

A difference between employer contributions and proportionate share of contributions,
which is being amortized over 5.6 years, the remaining service lives of all plan participants,
including retirees. One year of this amortization is included in the employer’s total pension
expense for fiscal year 2014.

The amortization schedule on the employer specific actuarial schedule shows the remaining
4 years amortization for the difference in investment returns and 4.6 years for the difference
between proportionate share and actual contributions.

(Source: Schedule of Pension Amounts Under GASB 68 prepared by Milliman.)

Independent Auditors Report

The independent auditors report on the Schedule of Allocations(Proportionate Shares) and
Schedule of Pension Amounts will be published on the PERS employer website.
http://www.oregon.gov/pers/EMP/pages/index.aspx

Changes in Plan Provisions

Senate Bill 822, signed into law in May 2013, eliminated the SB 656/HB 3349 tax remedy
payments for beneficiaries not subject to Oregon income tax and limited the 2013 post-
retirement COLA to 1.5 percent of annual benefit. The effects of this legislation were
reflected in the December 31, 2012 valuation.

Senate Bill 861, signed into law in October 2013, limited the post-retirement COLA for
years beyond 2013 to 1.25 percent on the first $60,000 of annual benefit and 0.15 percent on
annual benefits above $60,000. The effects of this legislation were reflected in the December
31, 2012 valuation.

The December 31, 2012 valuation was rolled forward to the measurement date of June 30,
2014.
(Source: 2013 CAFR p. 57)

K. Employer Contributions:

PERS includes accrued contributions when due pursuant to legal requirements, as of June 30
in its Statement of Changes in Fiduciary Net Position. These are normally included in the
employer statements cut off as of the fifth of the following month. PERS does not try to
accrue contributions based on paydate.

Beginning with fiscal year 2015, PERS will be able to report cash contributions and UAL
side account amortization by employer, and will publish this information on the PERS
Website. Prior to fiscal year 2015, contributions to the OPSRP Defined Benefit plan were
not accounted for by employer, as all employers were pooled for actuarial purposes.
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L. Elements of Changes in Net Position:

This information can be found in the Schedule of Changes in Net Pension Liability found on
page 57, of the June 30, 2014 PERS CAFR, reproduced below.

Oregon Public Employees Retirement System
Required Supplementary Information
Schedule of Changes in Net Pension Liability
Defined Benefit Pension Plan
For the Year Ended June 30,

(Amounts in millions)

2014

Total pension liability
Service Cost $ 1,020.3
Interest on Net Pension Liability 4,819.5
Changes in Benefit Terms (2,423.7)
Differences between expected and actual experience -
Changes in Assumptions -
Benefit Payments (3,863.4)
Net Change in Total Pension Liability (447.3)
Total Pension Liability - Beginning 63,582.1
Total Pension Liability - Ending $ 63,134.8

Plan Fiduciary Net Position
Member Contributions 15.3
Employer Contributions 915.2
Net Investment Income 9,886.7
Benefit Payments (3,863.4)
Administrative Expense (31.2)
Other -
Net Change in Plan Fiduciary Net Position Liability 6,922.6
Plan Fiduciary Net Position - Beginning 58,478.9
Plan Fiduciary Net Position - Ending $ 65,401.5
Net Pension (Asset)/Liability (2,266.7)
Plan Fiduciary Net Position as a Percentage

of the Total Pension Liability 103.6 %
Covered Employee Payroll S 8,701.7
Employer Net Pension (Asset)/Liability as

a Percentage of Covered Payroll (26.0) %

1 10-year trend information will be presented prospectively
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M. Net Pension Liability:

Net pension liabilities are calculated at the system-wide level and are allocated to employers
based on their proportionate share. UAL Side Accounts are included as assets in this
calculation. The rate setting actuarial valuation will continue to allocate the UAL Side
Account, transitional or pre-SLGRP liabilities or surpluses as adjustments to the respective
employers.

N. Actuarial Schedules:

The PERS independent actuary will be preparing a Schedule of Pension Amounts Under
GASB 68. A draft of this schedule was distributed to all employers in December 2014.

O. IAP Plan Description:
OPSRP Individual Account Program (OPSRP IAP)

Pension Benefits

An 1AP member becomes vested on the date the employee account is established or on the
date the rollover account was established. If the employer makes optional employer
contributions for a member, the member becomes vested on the earliest of the following
dates: the date the member completes 600 hours of service in each of five calendar years, the
date the member reaches normal retirement age, the date the 1AP is terminated, the date the
active member becomes disabled, or the date the active member dies.

Upon retirement, a member of the OPSRP Individual Account Program (IAP) may receive
the amounts in his or her employee account, rollover account, and vested employer account
as a lump-sum payment or in equal installments over a 5-, 10-, 15-, 20-year period or an
anticipated life span option. Each distribution option has a $200 minimum distribution limit.

Death Benefits

Upon the death of a non-retired member, the beneficiary receives in a lump sum the
member’s account balance, rollover account balance, and vested employer optional
contribution account balance. If a retired member dies before the installment payments are
completed, the beneficiary may receive the remaining installment payments or choose a
lump-sum payment.

Recordkeeping

PERS contracts with VOY A Financial to maintain IAP participant records.
(Source: June 30, 2014 PERS CAFR p. 38)

P. Changes in Plan Provisions Subsequent to Measurement Date:

The Oregon Supreme Court on April 30, 2015, ruled that the provisions of Senate Bill 861,
signed into law in October 2013, that limited the post-retirement COLA on benefits accrued
prior to the signing of the law was unconstitutional. Benefits could be modified
prospectively, but not retrospectively. As a result, those who retired before the bills were
passed will continue to receive a COLA tied to the Consumer Price Index that normally
results in a 2% increase annually. We will make restoration payments to those benefit
recipients.

PERS members who have accrued benefits before and after the effective dates of the 2013
legislation will have a blended COLA rate when they retire.
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This is a change in benefit terms subsequent to the measurement date of June 30, 2014, and

will not be included in the net pension liability (asset) proportionate shares provided to
employers in June 2015.

In compliance with the Americans with Disabilities Act, PERS will provide this document in an
alternate format upon request. To request this, contact PERS at 888-320-7377 or TTY 503-603-7766.
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