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This report presents the results of our annual audit of the Oregon Public Employees
Retirement System (PERS).

As required by auditing standards, we performed the audit to obtain reasonable assurance
about whether the financial statements and accompanying notes have been presented fairly by
management.  Our Independent Auditor’s Report and the financial statements for the year
ended June 30, 1999, are included in the Financial Section of this report.  We concluded that
the financial statements are fairly presented in accordance with generally accepted accounting
principles.

Auditing standards require us to review PERS’ internal control and compliance with
applicable laws and regulations.  Our report on the results of those reviews is included in the
Audit Results section of this report.  We noted no instances of noncompliance that are
required to be reported under government auditing standards.  Similarly, we did not note any
material weaknesses in internal control over financial reporting.

We appreciate the cooperation and assistance of PERS’ management and staff during the
course of the audit.

OREGON AUDITS DIVISION

John N. Lattimer
Director

Fieldwork Completion Date:
December 3, 1999
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SUMMARY

BACKGROUND The Oregon Public Employees Retirement System
(PERS) is a statewide defined benefit retirement plan for
units of state government, political subdivisions,
community colleges, and school districts.  As of
June 30, 1999, there were 816 PERS employers including
115 state agencies, 469 political subdivisions, 17
community colleges, and 215 school districts.  There are
more than 78,000 retirees and beneficiaries currently
receiving PERS benefits and more than 194,000 current
and former employees who are members but are not yet
receiving benefits.

PERS is funded through member and employer
contributions and investment earnings.  For the fiscal year
ended June 30, 1999, contributions and investment
income of $4,339.9 million were reported.  Deductions,
which include benefits, refunds, administrative expenses
and insurance premium subsidies, totaled
$1,453.7 million for the fiscal year ended June 30, 1999.

AUDIT PURPOSE The audit was conducted for the purpose of reporting on
PERS’ financial statements for the year ended
June 30, 1999, and on PERS’ internal control over
financial reporting and its compliance with applicable
laws and regulations.

AUDIT RESULTS This audit concludes that PERS’ financial statements for
the year ended June 30, 1999, which are included in this
report, are fairly presented.  Additionally, our tests
disclosed no instances of noncompliance required to be
reported herein under Government Auditing Standards,
nor did we note matters involving internal control over
financial reporting that we consider to be material
weaknesses.  Our report on compliance with applicable
laws and regulations and internal control over financial
reporting is included herein.
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INTRODUCTION

ORGANIZATION
AND FUNCTIONS

The Oregon Public Employees Retirement System
(PERS) is a statewide defined benefit retirement plan for
units of state government, political subdivisions,
community colleges, and school districts.  For state
agencies, community colleges, and school districts, PERS
is a cost-sharing, multiple-employer system.  It is an agent
multiple-employer system for political subdivisions.
While participation by state government units, school
districts, and community colleges is mandatory,
participation by most political subdivisions is optional but
irrevocable if elected.

The Public Employees Retirement Board (board)
administers PERS under Oregon Revised Statutes (ORS)
Chapter 238.  The board consists of eleven members, all
of whom were appointed by the Governor and confirmed
by the state Senate.  The board appoints a director and
employs staff to administer PERS’ activities.  PERS’
principal administrative office is located in Tigard,
Oregon.

PERS, through its Customer Service Division, provides
counseling services to members at an external counseling
center, as well as in the Tigard office.  The Processing
and Data Quality Division provides services to employers
and calculates member’s retirement, death, or disability
benefits.  PERS also has a Fiscal Services Division and an
Information Systems Division that provide administrative
support for the agency.  The Deferred Compensation plan,
which is authorized under Internal Revenue Code Section
457 and ORS 243.400 to 243.507, is also administered
through the board.

The board contracts for medical and hospital insurance on
behalf of retired members.  Members and their
dependents are eligible for PERS’ health coverage if the
member is receiving a retirement allowance or benefit
under the PERS system.  There are two health insurance
subsidy programs, the Retirement Health Insurance
Account (RHIA) that is available to all qualifying PERS
retirees and dependents, and the Retirement Health
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Insurance Premium Account (RHIPA) that is available
only for qualifying state retirees and dependents.  These
accounts subsidize qualifying retirees' and dependents'
health insurance premiums.

FINANCIAL ACTIVITIES

PERS' financial activities are accounted for in a Pension
Trust Fund.  The primary sources of additions to the fund
are member and employer contributions and investment
earnings.

Additions to Plan Net Assets

Fiscal Year 1999

80%

8% 12%
Net Investment & Other Income

Member Contributions

Employer Contributions

Member contributions totaled $338.9 million for fiscal
year 1999.  Employer contributions for the same period
totaled $510.4 million.  Investment earnings include
interest earned on fixed-income securities, gains and
losses on the disposal of investments, and changes in the
market value of equity investments.  Net income from
investments for fiscal year 1999 totaled $3,473.1 million.
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Deductions from Plan Net Assets

Fiscal Year 1999

92%

5% 1% 2% Benefits

Refunds

Admin. Expenses

Insurance Premiums

PERS benefits include service retirements, death,
disability, and post-retirement health care benefits.
Deductions from the fund for retirement, death, and
disability benefits paid to retirees in fiscal year 1999
totaled $1,343.2 million.  PERS also paid out
approximately $70.0 million in refunds to members who
decided to withdraw their accounts from PERS.
Administration expenses were $17.5 million.  Insurance
premium subsidies paid by PERS for fiscal year 1999
were approximately $23.1 million.
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE AND ON INTERNAL
CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

We have audited the financial statements of the Oregon Public Employees Retirement System
(PERS), as of and for the year ended June 30, 1999, and have issued our report thereon dated
December 3, 1999.  We conducted our audit in accordance with generally accepted auditing
standards and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether PERS’ financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws
and regulations, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts.  However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion.  The results of our tests disclosed no instances of noncompliance that are
required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered PERS’ internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control over
financial reporting.  Our consideration of the internal control over financial reporting would
not necessarily disclose all matters in the internal control over financial reporting that might
be material weaknesses.  A material weakness is a condition in which the design or operation
of one or more of the internal control components does not reduce to a relatively low level the
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risk that misstatements in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by employees
in the normal course of performing their assigned functions.  We noted no matters involving
the internal control over financial reporting and its operation that we consider to be material
weaknesses.  However, we noted a matter involving the internal control over financial
reporting, which we have reported to the management of PERS in a separate letter dated
December 3, 1999.

This report is intended solely for the information and use of the Board of Trustees of the
Oregon Public Employees Retirement System, the Retirement System's management, the
governor of the state of Oregon, and the Oregon Legislative Assembly and is not intended to
be and should not be used by anyone other than those specified parties.

OREGON AUDITS DIVISION

Sharron E. Walker, CPA, CFE
Deputy Director

Fieldwork Completion Date:
December 3, 1999
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COMMENDATION

The courtesies and cooperation extended by management and staff of the Oregon Public
Employees Retirement System during the course of our audit were very commendable
and sincerely appreciated.

AUDIT TEAM

Joel E. Leming, CPA, Audit Administrator
Craig M. Stroud, CPA
Janice I. Richards, CPA
Stanley Y. Mar
Benjamin M. Wilson



-10-



-11-

FINANCIAL SECTION



-12-



OFFICE OF THE
SECRETARY OF STATE

Bill Bradbury
Secretary of State

Suzanne Townsend
Deputy Secretary of State

AUDITS DIVISION
John Lattimer

Director

(503) 986-2255
FAX (503) 378-6767

Auditing for a Better Oregon

-13-

255 Capitol Street NE • Suite 500 • Salem, Oregon 97310
INTERNET: Audits.hotline@state.or.us • http://www.sos.state.or.us/audits/audithp.htm
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Governor of Oregon
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The Board of Trustees
Oregon Public Employees Retirement System
11410 SW 68th Parkway
Tigard, Oregon  97223

INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying general-purpose financial statements of the Oregon
Public Employees Retirement System (PERS), an agency of the state of Oregon, as of and
for the year ended June 30, 1999.  These financial statements are the responsibility of
PERS’ management.  Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States.  Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement.  An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements.  An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.  We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the general-purpose financial statements referred to above present fairly, in
all material respects, the financial status of the defined benefit pension plan, the
postemployment healthcare plan, and the health insurance administration fund; and the
financial position of the deferred compensation fund of PERS as of June 30, 1999, and the
changes in the financial status of the defined benefit pension plan, the postemployment
healthcare plan, and the health insurance administration fund; and the results of operations
of the deferred compensation fund for the year then ended in conformity with generally
accepted accounting principles.
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Our audit was made for the purpose of forming an opinion on the general-purpose financial
statements taken as a whole.  The accompanying financial information listed as supporting
schedules in the foregoing table of contents is presented for purposes of additional analysis
and is not a required part of the general-purpose financial statements of PERS.  Such
information has been subjected to the auditing procedures applied in the audits of the
general-purpose financial statements and, in our opinion, is fairly presented in all material
respects in relation to the general-purpose financial statements taken as a whole.

In accordance with Government Auditing Standards, we have also issued our report dated
December 3, 1999, on our consideration of PERS’ internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, and
contracts.  That report is separately presented in the Audit Results section of this report.

OREGON AUDITS DIVISION

Sharron E. Walker, CPA, CFE
Deputy Director

Fieldwork Completion Date:
December 3, 1999
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FACTS ABOUT THE SECRETARY OF STATE AUDITS DIVISION

The mission of the Audits Division is to “Protect the Public Interest and Improve
Oregon Government.”  The Oregon Constitution provides that the Secretary of State
shall be, by virtue of his office, Auditor of Public Accounts.  The Audits Division exists
to carry out this duty.  The division reports to the elected Secretary of State and is
independent of the Executive, Legislative, and Judicial branches of Oregon government.
The division audits all state officers, agencies, boards, and commissions and oversees
audits and financial reporting for local governments.

DIRECTORY OF KEY OFFICIALS

Director John N. Lattimer
Deputy Director Catherine E. Pollino, CGFM
Deputy Director Sharron E. Walker, CPA, CFE



This report, which is a public record, is intended to promote

If you received a copy of an audit and no longer need it, you may return it to the

cooperation will help us save on printing costs.

Public Service Building

503-986-2255

through our Hotline or Internet address.

Internet:  
http://www.sos.state.or.us/audits/audithp.htm

Auditing to Protect the Public Interest and Improve Oregon Government


